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Abstract 

Employees in privately owned organisations often encounter intense, owner-driven pressure that persists even when performance 

is adequate. Existing managerial theories such as Theory X, Theory Y, and Theory Z explain employee motivation and 

managerial responses but do not adequately account for the psychological experiences of owners themselves. This paper 

addresses that gap by introducing Theory O (Ownership Insecurity Theory), a conceptual framework that reframes excessive 

supervision as a product of owner psychology rather than employee inadequacy. The study employs a conceptual theory-building 

approach, synthesising insights from organisational behaviour and psychology to propose three interrelated constructs: 

Investment Fear (owners’ anxiety about losing personal and financial resources), Satisfaction Threshold (unrealistic performance 

expectations shaped by personal sacrifice), and Knowledge Dominance (the belief that owners possess superior organisational 

expertise). These constructs are differentiated from existing concepts of risk aversion, managerial standards, and authority by 

their grounding in ownership psychology. From these constructs, the paper develops four propositions linking owner insecurity 

to supervisory intensity, decision-making rigidity, and organisational vulnerability. The propositions suggest that excessive 

supervision in private enterprises is often driven by subjective perceptions rather than objective employee performance. The 

framework is particularly relevant to small- and medium-sized enterprises (SMEs), where founder dependence and limited 

institutional safeguards heighten the impact of owner psychology. The theoretical contribution of Theory O lies in extending 

managerial theory beyond employee-centred assumptions, offering a structured lens for analysing owner-driven behaviours. The 

practical implication is that recognising these psychological drivers can help owners moderate supervision, set realistic 

benchmarks, delegate authority, and foster employee empowerment, thereby reducing stress and improving organisational 

resilience. In conclusion, Theory O provides a novel perspective for scholars and practitioners by situating supervision within 

the psychology of ownership. It opens avenues for empirical testing and comparative research, while offering practical guidance 

for improving employee well-being and organisational stability in private-sector contexts. 
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1. Introduction 

In many privately owned organisations, employees arrive at 

work each day knowing that the pressure they face will be in-

tense, immediate, and unrelenting. Whether in a private school 

where the proprietor demands hourly updates, a clinic where 

the owner monitors every patient interaction, or a construction 

firm where the founder insists on approving even routine de-

cisions, the pattern is strikingly similar: owner-driven pressure 

is a defining feature of private-sector work. This phenomenon 

persists across industries and countries yet remains under-the-

orised in organisational behaviour research. Recent studies 

continue to document the prevalence of heightened supervi-

sion and pressure in private-sector settings [1-3], particularly 

in sectors such as education, healthcare, construction, and cor-

porate services where the owner’s personal financial and emo-

tional investment is substantial. 

In contrast, public-sector organisations typically operate 

with more formalised structures, with clearer bureaucratic 

procedures, established accountability systems, and greater 

employee autonomy [4, 5]. While public institutions face their 

own challenges, the intensity of day-to-day supervision is gen-

erally lower, and employees often experience more predicta-

ble managerial oversight. The stark difference between these 

sectors raises an important question: why do owners in private 

organisations exert such disproportionate levels of control, 

even when employees are performing adequately? 

Persistent pressure in private firms is not a trivial manage-

rial preference; it carries significant organisational conse-

quences. Excessive supervision has been linked to elevated 

employee stress, reduced job satisfaction, diminished organi-

sational commitment, and higher turnover intentions. For 

small-and medium-sized enterprises (SMEs), where institu-

tional memory and operational continuity often depend on a 

few key employees, such turnover can expose the organisation 

to significant vulnerability. Yet despite these risks, many own-

ers continue to intensify supervision, raise expectations, and 

exert pressure even in the absence of performance deficits. 

Traditional management theories offer only partial explana-

tions for this behaviour. Theory X, Theory Y, and Theory Z 

provide valuable insights into managerial assumptions about 

employee motivation and workplace dynamics [6, 7]. How-

ever, these farmworkers implicitly position employees as the 

central source of organisational problems and assume that 

managerial pressure is a rational response to employee short-

comings. They do not account for the psychological experi-

ences of owners themselves-experiences shaped by personal 

financial risk, emotional attachment to the business, and be-

liefs about their own expertise. As a result, existing theories 

struggle to explain why owners may exert intense pressure 

even when employees meet or exceed performance expecta-

tions. 

This conceptual gap is significant. Owner behaviour in pri-

vately held organisations is not merely a managerial style; it 

is deeply rooted in ownership psychology the fears, expecta-

tions, and beliefs that arise from personally investing in and 

being responsible for an enterprise. These psychological driv-

ers include fear of losing one’s investment, elevated satisfac-

tion thresholds shaped by personal sacrifice, and a belief in 

possessing superior or irreplaceable knowledge about the 

business. Yet these factors remain largely absent from main-

stream organisational theory. 

This paper introduces Theory O (Ownership Insecurity 

Theory) to address this gap. Theory O proposes that three in-

terrelated psychological constructs: Investment Fear, Satisfac-

tion Threshold, and Knowledge Dominance shape the super-

visory behaviours of owners in private-sector organisations. 

By centring the owner’s drive on the owner's psychological 

experience rather than employee behaviour. Theory O re-

frames supervision as an owner-driven phenomenon and of-

fers a theoretical lens for understanding why private-sector 

employees often face disproportionate pressure. The theory 

further explains how these psychological mechanisms contrib-

ute to organisational vulnerability, particularly in SMEs where 

founder dependence is high and institutional safeguards are 

limited. 

2. Literature 

This section critically reviews existing scholarship relevant 

to supervisory intensity and owner-driven management in pri-

vate-sector organisations. It examines seven interconnected 

strands of research. These literatures provide valuable insights 

into managerial behaviour and organisational outcomes. How-

ever, they also reveal conceptual gaps, particularly in explain-

ing why owners persist in exerting excessive pressure even 

when employees are competent. 

2.1. Abusive Supervision 

Abusive supervision has been widely recognised as one of 

the most destructive forms of leadership in organisational be-

haviour. According to Tepper [8], it is defined as sustained 

hostile verbal and nonverbal behaviours by supervisors, ex-

cluding physical contact. This conceptualisation has guided 

decades of research, and scholars consistently demonstrate 

that abusive supervision undermines both employee well‑be-

ing and organisational performance. Li et al. [9] argue that its 

most immediate consequence is emotional exhaustion, leaving 

employees psychologically depleted and dissatisfied with 

their jobs. Sridadi et al. [10] add that employees often respond 

with silence and withdrawal, behaviours that weaken organi-

sational learning and resilience. Studies also make it clear that 

abusive supervision reshapes the organisational climate in 

profound ways. A meta‑analysis by Shengmin & Zhenyu [11] 

shows that it dismantles psychological safety, eroding the trust 

that teams require to innovate and collaborate effectively. In a 
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similar vein, Qiu et al. [12] show that supervisory hostility 

provokes counterproductive behaviours such as retaliation and 

disengagement, which directly undermine organisational per-

formance. Even those assumed to be resilient are not spared. 

Tepper [13] demonstrate that high performing employees also 

suffer long term stress and reduced commitment when ex-

posed to abusive supervisory practices. This argument is rein-

forced by Mayuran and Thasika [14], who illustrate how em-

ployees conceal knowledge and reduce proactive contribu-

tions, thereby weakening adaptability in dynamic environ-

ments. Previous studies have demonstrated that abusive super-

vision is not simply a matter of strained interpersonal relations 

but a systemic organisational phenomenon that reshapes the 

psychological and behavioural foundations of work [8]. 

2.2. Micromanagement and Control in SMEs 

Vu [15] suggest that micromanagement is described as a 

managerial style characterised by excessive oversight and 

control over employees' tasks, often leaving little room for au-

tonomy. According to Tsolaki [16], micromanagement in 

SMEs frequently emerges from owners' desire to safeguard 

quality and minimise risk, yet this behaviour paradoxically 

undermines employee morale and productivity. Her study 

demonstrates that constant monitoring creates insecurity 

among workers, discouraging initiative and innovation. Liter-

ature also situates micromanagement within the broader dis-

course on management control systems. Safae and Aziz [17] 

argue that management control mechanisms are indispensable 

for SMEs, where informal structures and limited resources de-

mand accountability. They contend that while micromanage-

ment represents an extreme form of control, structured man-

agement control systems can provide balance by ensuring 

compliance without suffocating autonomy. This distinction is 

critical, as micromanagement narrows employee discretion, 

whereas constructive control systems channel effort toward 

organisational goals [18]. Contextual studies further highlight 

the persistence of micromanagement despite advances in de-

centralised work practices. Vu [15] notes that micromanage-

ment remains a global concern, consistently linked to stress, 

disengagement, and reduced creativity. At the same time, she 

observes that in industries requiring precision, such as 

healthcare or manufacturing, micromanagement can align 

with organisational objectives by enforcing strict compliance. 

This duality illustrates that micromanagement is not univer-

sally destructive; its impact depends on context, intensity, and 

the balance between oversight and autonomy [15]. 

2.3. Founder Centrality in SMEs 

According to Sohail et al. [18], founder influence enhances 

management team congruence by aligning culture, vision, and 

goals, which strengthens cohesion and ultimately improves 

firm performance. This argument is reinforced by Liu et al. 

[19], who demonstrate that SMEs frequently rely on 

founder‑driven decision making to overcome resource con-

straints and strategic ambiguity. According to Lanivich et al. 

[20], founder‑led firms often benefit from long‑term orienta-

tion and stewardship, but this concentration of authority can 

also limit adaptability. Similarly, Kraiczy et al. [21] argue that 

founder dominance in decision making provides clarity and 

speed, yet it risks suppressing diverse perspectives within 

management teams. In this sense, founder centrality is both a 

source of resilience and a potential bottleneck for innovation. 

Sohail et al. [18] show in a global study that founder influence 

fosters cohesion in top management teams, while Lanivich et 

al. [20] add that founder‑driven strategic choices shape entre-

preneurial orientation and innovation capacity in SMEs. These 

findings illustrate that founder centrality is not merely a lead-

ership style but a structural phenomenon embedded in the 

identity of SMEs. 

2.4. Psychological Ownership in SMEs 

Psychological ownership is a powerful driver of employee 

attitudes and behaviours, capturing the sense that individuals 

feel the organisation or its outcomes belong to them [22]. Ac-

cording to Bai et al. [23], this feeling of possession is culti-

vated when employees are given autonomy and involvement 

in decision making. This, in turn, strengthens their commit-

ment and encourages them to go beyond their basic job duties. 

A study by Dey and Fasbender [24] argues that psychological 

ownership is rooted in responsibility and self-identity, moti-

vating employees to protect and enhance the organisation. 

Scholars consistently add that psychological ownership is not 

only about attachment but also about performance outcomes. 

Scuotto et al. [25] show that it helps explain how emotions and 

knowledge sharing lead to innovation, reinforcing its role as a 

mechanism through which attitudes translate into action. Ac-

cording to a study by Feldermann and Hiebl [26], employees 

with strong psychological ownership are more likely to en-

gage in proactive behaviours such as creative problem solving 

and spotting new business opportunities, which are critical for 

SMEs competing in dynamic markets. Similarly, Pinna et al. 

[27] demonstrates that psychological ownership enhances 

commitment to change and reduces turnover intentions, stabi-

lising the workforce in resource constrained firms. Studies fur-

ther reinforce the argument that psychological ownership is a 

structural resource for SMEs. According to Melander et al. 

[28], psychological ownership acts as a driver for successfully 

implementing new management ideas in small companies. 

Dey and Fasbender [24] add that it strengthens innovation 

through knowledge transfer, while Scuotto et al. [26] argue 

that it directly supports technological innovation, and the Bai 

et al. [23] study shows its role in helping employees feel more 

embedded in their jobs. These contributions present a compel-

ling narrative: psychological ownership is not merely an indi-

vidual attitude but a collective asset that sustains engagement, 

innovation, and resilience in SMEs [23-29]. 
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2.5. Entrepreneurial Stress and Loss Aversion 

in SMEs 

Entrepreneurial stress has been consistently identified as a 

central challenge in small and medium sized enterprises 

(SMEs), where founders and owners often carry dispropor-

tionate responsibility for survival and growth [30]. According 

to Neneh [30], entrepreneurs experience stress not only from 

workload and uncertainty but also from the emotional invest-

ment tied to their ventures. This stress is amplified in SMEs, 

where limited resources and high personal stakes make the 

boundary between personal and organisational well-being par-

ticularly fragile [29]. Scholars argue that entrepreneurial stress 

is closely linked to cognitive biases, especially loss aversion. 

Kahneman and Tversky's [31] prospect theory established that 

individuals weigh losses more heavily than equivalent gains, 

and subsequent research has shown that entrepreneurs are no 

exception. A study by Sohail et al. [18] contends that loss aver-

sion intensifies stress because entrepreneurs perceive setbacks 

as disproportionately threatening to their identity and survival. 

In SMEs, this bias often leads to risk averse decision making, 

even when innovation or expansion might be necessary for 

long term competitiveness [32]. Recent studies add that entre-

preneurial stress and loss aversion interact to shape strategic 

behaviour. According to Feldermann and Hiebl [26], stress in-

fluences how entrepreneurs evaluate opportunities, often nar-

rowing their focus and reinforcing conservative choices. A 

study by Enăchescu et al. [33] on emotional appeals and fi-

nancial decision-making argues that fear of failure, a manifes-

tation of loss aversion, can both motivate persistence and con-

strain experimentation. This duality illustrates that stress and 

loss aversion are not purely destructive; under certain condi-

tions, they can foster resilience and cautious stewardship, 

though at the cost of reduced adaptability. 

2.6. Employee Autonomy and Empowerment in 

SMEs 

Eng et al. [34] assert that employee autonomy and empow-

erment central drivers of organisational performance, particu-

larly in small and medium sized enterprises (SMEs) where 

flexibility and innovation are critical. Beltrán-Martín [35] 

highlight that empowerment reflects employees' sense of 

meaning, competence, self-determination, and impact, which 

collectively enhance motivation and engagement. Autonomy, 

as a core dimension of empowerment, allows employees to 

make decisions and exercise discretion, thereby fostering cre-

ativity and responsibility [36]. Jabid et al. [37] contends that 

empowered employees are more likely to adapt to change and 

contribute proactively to problem solving. In SMEs, where re-

sources are limited, this adaptability becomes a strategic ad-

vantage [37]. Similarly, Beltrán-Martín [35] adds that empow-

erment strengthens psychological safety and collaboration, 

enabling employees to take initiative without fear of reprisal. 

Recent studies reinforce the argument that autonomy and em-

powerment are essential for innovation. According to Jabid 

[37], empowering leadership enhances employees' intrinsic 

motivation, which in turn drives creative performance. Eng et 

al. [34] demonstrates that empowered teams show higher 

productivity and commitment, outcomes particularly valuable 

in SMEs where collective effort compensates for resource 

constraints. Moreover, Eng et al. [34] argues that empower-

ment is not only a motivational tool but also a governance 

mechanism, distributing responsibility and reducing depend-

ence on centralised authority. 

2.7. Governance in Owner Managed Firms 

Freixanet et al. [38], this concentration of authority reduces 

the usual problems between owners and managers but simul-

taneously raises concerns about managers becoming too pow-

erful and facing limited outside checks. In SMEs, governance 

structures are often informal, reflecting the founder's personal 

values and priorities rather than written rules and systems [39]. 

A study by Pinelli et al. [27] highlights that family ownership 

can enhance long term thinking and responsible stewardship, 

yet it may also limit how flexibly a business can respond to 

changes. Similarly, Coffie et al. [39] add that succession deci-

sions in owner managed firms often prioritise family connec-

tions over actual skills, which can weaken how well the firm 

is governed. According to Amerongen [40], effective govern-

ance structures provide strategic oversight and legitimacy, 

even in small firms. Pinelli et al. [38] argues that boards in 

family owned SMEs often serve advisory rather than monitor-

ing roles, reflecting the strong influence of owner managers in 

making decisions. While this model reduces the costs of mon-

itoring managers and encourages long term commitment, it 

also risks managers becoming too powerful and limits how 

easily the firm can adapt to new challenges. 

The preceding review highlights that abusive supervision, 

micromanagement, and governance challenges are well-doc-

umented in SMEs, yet existing theories fail to explain why 

owners persistently exert pressure even when employees per-

form adequately. Traditional frameworks such as Theory X 

and Theory Y position employees as the source of organisa-

tional problems, overlooking the psychological insecurities of 

owners. To address this gap, the authors propose Theory O 

(Ownership Insecurity Theory), which explains supervisory 

intensity as a product of owner psychology. Theory O identi-

fies three interrelated constructs: Investment Fear, Satisfac-

tion Threshold, and Knowledge Dominance that collectively 

drive excessive supervision and organisational vulnerability. 

By reframing supervision as owner-driven, the theory pro-

vides a novel lens for understanding managerial pressure in 

privately held enterprises, particularly SMEs where founder 

dependence is high. 
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Table 1. Comparison of Theory O with Theory X, Y, and Z. 

Theory Focus of Explanation Source of Pressure/Control View of Employees Distinctive Contribution 

Theory X 
Employees are lazy, require 

supervision. 
Employee inadequacy Negative 

Explains managerial control as 

rational response to laziness. 

Theory Y 
Employees are self-moti-

vated, seek responsibility. 
Employee potential Positive 

Explains empowerment and auton-

omy as effective management. 

Theory Z 
Long-term commitment, 

trust, collective culture. 
Organisational culture Neutral/positive 

Explains stability through trust and 

shared values. 

Theory O 
Owner psychology drives 

supervision. 

Owner insecurity (fear, dissat-

isfaction, dominance) 

Employees compe-

tent but pressured 

Explains excessive supervision as 

owner-driven, not employee-driven. 

 

2.8. Conceptual Method / Theory-Building 

Rigor 

2.8.1. Problem Identification 

The problem addressed in this study was identified through 

a critical review of existing managerial theories and empirical 

research on supervision in SMEs. Traditional frameworks 

such as Theory X, Theory Y, and Theory Z [6, 7] provide im-

portant evidence on managerial assumptions about employee 

motivation but implicitly position employees as the source of 

organisational problems. They do not explain why owners ex-

ert disproportionate levels of control even when employees 

are competent and performing adequately. Empirical studies 

on abusive supervision, micromanagement, and founder cen-

trality [12-20] revealed a recurring pattern of persistent super-

vision in privately owned firms. This contradiction between 

employee competence and continued owner-driven pressure 

highlighted a conceptual gap: the absence of a framework that 

explains supervision as rooted in owner psychology rather 

than employee inadequacy. Addressing this gap provided the 

foundation for Theory O. 

2.8.2. Selection of Constructs and Key Concepts 

The three constructs thus Investment Fear, Satisfaction 

Threshold, and Knowledge Dominance were selected through 

abductive reasoning, combining insights from prior literature 

with observed organisational practices. 

(i). Investment Fear Level 

Investment Fear was derived from research on entrepre-

neurial stress and loss aversion [31], which consistently shows 

that entrepreneurs experience heightened anxiety about losing 

personal and financial investments. Investment Fear Level re-

fers to the profound anxiety and concern owners feel regard-

ing the potential loss of their personal, financial, and temporal 

investment in the organisation. Private business owners often 

perceive the organisation as an extension of themselves; it em-

bodies the resources, time, and sacrifices they have committed 

to building it. Any perceived underperformance, inefficiency, 

or lack of initiative by employees is interpreted as a direct 

threat to the security of that investment. Owners may fear that, 

without constant monitoring, employees could become lazy, 

neglect their responsibilities, or make mistakes that jeopardise 

organisational goals. This fear drives a pattern of intense su-

pervision, micromanagement, frequent reporting require-

ments, and continuous intervention in employee tasks. In real-

world settings, Investment Fear is observed in owners who de-

mand daily progress updates, review minor operational deci-

sions, or correct work that is already acceptable. The concept 

illustrates that managerial pressure is not necessarily driven 

by objective performance deficiencies but by the owner’s psy-

chological perception of vulnerability. 

(ii). Satisfaction Threshold Level 

Satisfaction Threshold emerged from studies on founder ex-

pectations and employee performance [42], highlighting how 

owners compare employee contributions against their own 

sacrifices, often setting unrealistic benchmarks. Satisfaction 

Threshold Level represents the internal benchmark owners set 

for employee performance, which is often unrealistic and 

rooted in the owner’s personal experiences and sacrifices. 

Owners compare employees' efforts and outcomes with the 

extraordinary effort they themselves invested in establishing 

the organisation. Even when employees demonstrate compe-

tence and achieve measurable results, their work is often per-

ceived as insufficient because it does not match the owner’s 

internal standards. This persistent sense of dissatisfaction per-

petuates high-pressure management and continual oversight. 

This manifests as owners refusing to acknowledge achieve-

ments, frequently requesting revisions, or setting increasingly 

higher expectations over time. Satisfaction Threshold explains 

why employees in private enterprises often experience ongo-

ing stress, feel undervalued, and may leave the organisation, 

creating vulnerability when skilled personnel depart. It also 

highlights why, even at peak performance, employees rarely 

http://www.sciencepg.com/journal/ajmse


American Journal of Management Science and Engineering http://www.sciencepg.com/journal/ajmse 

 

83 

satisfy the owner, reinforcing a cycle of pressure and oversight. 

(iii). Knowledge Dominance Level 

Knowledge Dominance was informed by literature on 

founder centrality and governance in SMEs [43], which 

demonstrates that owners often perceive themselves as the pri-

mary source of organisational expertise. Knowledge Domi-

nance Level refers to the owner’s perception that they are the 

primary or sole source of essential organisational knowledge, 

expertise, and legitimacy. Owners with high Knowledge 

Dominance believe that employees depend on them for guid-

ance, decision-making, and managerial direction. This belief 

justifies restricted delegation, continuous intervention, and 

minimal employee autonomy. Knowledge Dominance is ob-

served when owners dictate minor operational details, over-

ride employees' decisions, or disregard input from even highly 

competent staff. It reinforces the notion that the organisation 

would struggle or fail without the owner’s constant involve-

ment, which legitimises intense supervision. Knowledge 

Dominance also contributes to a hierarchical culture in which 

employees’ contributions are undervalued and independent 

problem-solving is discouraged. 

These constructs were chosen because they consistently ap-

peared across diverse contexts and provided explanatory 

power for the persistence of owner-driven supervision. Under-

standing these core concepts is essential to explainizg owner-

driven behaviour, employee experience, and the structural fra-

gility that can result from highly centralised private-sector 

management. 

(iv). Distinctiveness of Constructs 

Although interrelated, the constructs are conceptually dis-

tinct. Investment Fear is anchored in risk perception, reflect-

ing the owner’s anxiety about losing resources. Satisfaction 

Threshold is rooted in subjective evaluation, capturing the in-

ternal benchmarks owners set for employee performance rel-

ative to their own sacrifices. Knowledge Dominance is based 

on authority and expertise, representing the belief that owners 

possess superior organisational knowledge. Each construct 

addresses a different psychological dimension — fear, dissat-

isfaction, and authority ensuring that the theory does not col-

lapse into a single explanatory factor. Their distinctiveness al-

lows for precise theoretical propositions and empirical testing, 

while their interrelatedness ensures coherence in explaining 

supervisory behaviour. 

(v). Interrelatedness of Constructs 

The constructs belong together because they collectively 

explain the persistence of owner-driven pressure. Investment 

Fear motivates vigilance and control, Satisfaction Threshold 

sustains chronic dissatisfaction with employee performance, 

and Knowledge Dominance legitimises intervention and mi-

cromanagement. When combined, these constructs create a re-

inforcing cycle: fear triggers oversight, dissatisfaction perpet-

uates pressure, and dominance justifies intervention. This dy-

namic interaction explains why supervision remains intense 

even when employees are competent. The constructs therefore 

form a coherent triad that captures the psychological drivers 

of owner behaviour in SMEs, offering a holistic explanation 

that single constructs cannot provide. 

Table 2. Definitions of Constructs in Theory O. 

Construct Definition Antecedents Classification (State/Trait/Reaction) Distinctiveness 

Investment 

Fear 

Anxiety about losing personal, 

financial, and temporal 

investment in the firm. 

High personal risk, 

emotional attachment, 

lack of safeguards 

Situational reaction (risk perception) 

Rooted in 

vulnerability 

and risk 

Satisfaction 

Threshold 

Unrealistic internal benchmark for 

employee performance based on 

owner’s sacrifices. 

Founder identity, per-

sonal effort, compari-

son with employees 

Perceptual state (evaluation bias) 

Rooted in dis-

satisfaction and 

expectations 

Knowledge 

Dominance 

Belief that the owner is the pri-

mary source of organisational ex-

pertise and legitimacy. 

Founder centrality, 

prior experience, weak 

governance systems 

Stable trait (authority belief) 

Rooted in au-

thority and ex-

pertise 

 

2.9. Derivation of Propositions 

The propositions were derived through logical deduction 

and abductive reasoning, linking each construct to observable 

organisational outcomes. 

2.9.1. Proposition 1: Investment Fear and 

Supervisory Pressure 

Investment Fear and Supervisory Pressure was hypothe-

sised to predict supervisory pressure because heightened anx-

iety logically increases monitoring and control. Owners who 
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perceive a greater risk of losing personal and financial invest-

ment are more likely to closely monitor work, intervene fre-

quently, and impose strict performance expectations. Because 

the organisation represents both a professional achievement 

and a personal stake, owners perceive any potential loss as a 

direct threat to their resources, time, and effort. This insecurity 

motivates them to closely monitor employees, implement 

strict controls, and frequently intervene in daily operations, 

even when the employees are competent and performing ef-

fectively. The intensity of this behaviour is proportional to the 

owner’s perceived vulnerability, making ownership insecurity 

a primary driver of excessive supervision. This proposition 

highlights the causal link between perceived personal risk and 

the intensity of oversight, suggesting that protective behav-

iours are driven primarily by psychological concerns rather 

than by objective measures of employee performance. 

2.9.2. Proposition 2: Satisfaction Threshold and 

Perceived Employee Underperformance 

Satisfaction Threshold was linked to perceived underper-

formance, as unrealistic benchmarks inevitably produce dis-

satisfaction regardless of actual employee output. Unrealistic 

Satisfaction Thresholds increase the likelihood that owners 

perceive employees as underperforming, even when actual 

performance is adequate. Owners who measure employee out-

put against their own past effort and sacrifice are more likely 

to experience dissatisfaction, which in turn prompts additional 

demands and corrective interventions. This proposition em-

phasises that managerial pressure in private enterprises is of-

ten rooted in subjective benchmarks rather than measurable 

deficiencies. Consequently, even optimal employee perfor-

mance may fail to meet the owner’s internal expectations. This 

assumption highlights that managerial pressure is often a 

product of subjective perception rather than objective 

measures of employee capability, which helps explain why su-

pervision remains high despite actual performance. 

2.9.3. Proposition 3: Knowledge Dominance and 

Employee Autonomy 

Knowledge Dominance was connected to reduced auton-

omy, since owners who believe they hold superior knowledge 

are less likely to delegate. Owners who consider themselves 

the primary source of organisational knowledge are more 

likely to restrict delegation, intervene frequently, and under-

value employee contributions. This proposition explains why 

capable employees may experience micromanagement and 

constrained decision-making opportunities in private sector 

workplaces. 

 
Figure 1. A flow chart illustrating these relationships. 
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2.9.4. Proposition 4: Combined Effect on 

Organisational Vulnerability 

The combined effect of all three constructs was theorised to 

predict organisational vulnerability, as persistent high-pres-

sure management undermines employee morale, increases 

turnover, and reduces resilience. The interaction of these three 

concepts results in persistent high-pressure management, ex-

cessive supervision, and limited employee empowerment, 

which can lead to stress, burnout, turnover, and reduced or-

ganisational resilience. This proposition illustrates how 

owner-driven behaviours may inadvertently undermine organ-

isational stability even when employees are competent and 

committed. These propositions were grounded in prior empir-

ical findings on stress, governance, and supervision in SMEs 

[10, 12, 30, 33, 41], ensuring that the theory is both conceptu-

ally rigorous and empirically plausible. Theory O translates 

the relationships between Investment Fear, Satisfaction 

Threshold, and Knowledge Dominance into testable theoreti-

cal propositions. These propositions provide a framework for 

empirically examining how owner psychology drives supervi-

sory behaviour and affects organisational outcomes in private-

sector workplaces. Unlike public sector organisations, which 

have broader financial backing, formal procedures, and dis-

tributed accountability, private enterprises rely heavily on the 

owner’s investment, decisions, and personal effort. 

2.10. Boundary Conditions 

2.10.1. Applicable Contexts 

Theory O is most relevant to privately owned firms, partic-

ularly those established and led by a single individual or a 

small group of founders. It is particularly applicable to small- 

and medium-sized enterprises (SMEs) in which the organisa-

tion’s survival and success depend heavily on the owner’s per-

sonal investment, decisions, and effort. Founder-led busi-

nesses in sectors such as education, healthcare, and corporate 

services are prime examples, as these contexts often exhibit 

intense supervisory behaviours and high owner-driven pres-

sure. In these settings, employees are critical to achieving or-

ganisational goals, yet the owner’s perceptions of risk, satis-

faction, and knowledge dominance strongly influence man-

agement style and workplace dynamics. 

2.10.2. Non-Applicable Contexts 

Theory O does not fully apply to public or government or-

ganisations, where supervision is structured, standardised, and 

supported by institutional procedures rather than the personal 

investment of individual leaders. Similarly, large corporations 

with dispersed ownership or strong corporate governance 

mechanisms are less likely to exhibit patterns of intense 

owner-driven oversight, as decision-making is distributed and 

accountability is formalised. Firms with robust institutional 

governance, including internal controls, performance evalua-

tion systems, and employee empowerment policies, are also 

less susceptible to the psychological drivers outlined in The-

ory O. In these contexts, supervision and pressure are gener-

ally guided by organisational rules and objective performance 

metrics rather than the owner’s perceptions and insecurities. 

Theory O clarifies that its explanatory power is strongest in 

private enterprises where owner psychology dominates man-

agerial behaviour. 

3. Implications 

3.1. Practical Implications 

The theory provides private business owners with a struc-

tured lens for identifying and understanding the psychological 

drivers of excessive supervision and high-pressure manage-

ment. By recognising the influence of Investment Fear, Satis-

faction Threshold, and Knowledge Dominance, owners can 

assess how these factors may affect employee morale, auton-

omy, and productivity. This understanding allows for the de-

velopment of targeted management interventions, such as del-

egating authority, setting realistic performance benchmarks, 

and fostering employee empowerment. By moderating the in-

tensity of supervision, owners can reduce unnecessary pres-

sure, improve employee satisfaction, and enhance organisa-

tional resilience, particularly in small- and medium-sized en-

terprises where the departure of key personnel can create vul-

nerability. 

3.2. Research Implications 

Theory O opens new avenues for empirical investigation 

into owner psychology, management behaviour, and organisa-

tional outcomes in private sector contexts. Researchers can 

operationalise the core concepts: Investment Fear, Satisfaction 

Threshold, and Knowledge Dominance to examine their im-

pact on employee turnover, workplace stress, performance, 

and organisational vulnerability. The theory also provides a 

basis for comparative studies between private- and public-sec-

tor organisations, highlighting how ownership structures and 

psychological drivers influence supervisory practices. Fur-

thermore, the theory invites interdisciplinary research that 

links management studies, organisational behaviour, and oc-

cupational psychology to better understand founder-led and 

owner-managed enterprises. 

3.3. Comparison with Theory X and Theory Y 

While Theory X and Theory Y focus primarily on general 

assumptions about employee motivation and behaviour, The-

ory O complements them by introducing the owner’s psycho-

logical perspective as a central determinant of organisational 

practices. Theory X emphasises the need for supervision, 
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based on assumptions of employee laziness, whereas Theory 

Y highlights employee self-motivation and potential. Theory 

O, in contrast, explains why even motivated and competent 

employees may experience excessive oversight in private en-

terprises. It shifts the analytical focus from employee charac-

teristics to owners' perceptions, providing a more comprehen-

sive understanding of management behaviour in owner-led 

businesses. Theory O offers practitioners and researchers a nu-

anced framework for interpreting, predicting, and addressing 

the unique challenges of supervision, employee pressure, and 

organisational vulnerability in private-sector organisations. 

4. Conclusion 

Theory O (Ownership Insecurity Theory) provides a frame-

work for understanding why excessive supervision and high-

pressure management are prevalent in private sector organisa-

tions. The core argument of the theory is that these behaviours 

are primarily driven by owner psychology rather than em-

ployee performance. Factors such as Investment Fear, Satis-

faction Threshold, and Knowledge Dominance collectively 

shape managerial practices, often resulting in chronic over-

sight, employee stress, and organisational vulnerability. The 

theory offers a novel perspective by shifting the analytical fo-

cus from employee characteristics, as emphasised in tradi-

tional theories such as Theory X and Theory Y, to owners' per-

ceptions and insecurities. This reframing illuminates why 

even competent and motivated employees may experience un-

necessary pressure in privately owned enterprises. 

Future research can empirically test the propositions of 

Theory O across diverse private-sector contexts, including ed-

ucation, healthcare, and corporate settings, to validate its ex-

planatory power. Refinement of the theory in different organ-

isational settings can further clarify the conditions under 

which owner-driven supervision affects employee outcomes 

and organisational resilience, providing practical insights for 

both scholars and practitioners. 
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