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RESUMEN

Este estudio analiza las diferencias generacionales en la asuncién de riesgos en empresas franquiciadoras familiares
mediante la integracion de la teoria de los altos directivos (upper echelons theory) y la perspectiva de la riqueza soci-
oemocional (SEW). En concreto, se examina si los lideres fundadores y sucesores difieren en su propension a asumir
riesgos y bajo qué condiciones individuales y de gobernanza estas diferencias se intensifican. Utilizando datos pri-
marios obtenidos mediante encuesta a 215 cadenas de franquicias familiares espafiolas, el estudio mide el riesgo a
través de la tasa de discontinuidad de establecimientos durante un periodo de tres afios (2015-2017). Los anélisis
comparan a fundadores y herederos en tres posiciones de influencia dentro del sistema de franquicia: propiedad,
direccioén y participacion en el consejo de administracién. Los resultados muestran que los lideres herederos pre-
sentan sistematicamente mayores niveles de riesgo que los fundadores en los tres roles analizados. Asimismo, las
diferencias generacionales varian segtin las caracteristicas del lider y la estructura de propiedad. La relacién entre
liderazgo heredero y mayor propension al riesgo es mas fuerte en lideres jévenes, hombres y accionistas tanto may-
oritarios como minoritarios que ocupan posiciones de propiedad y direccién. Por el contrario, la participacién en
el consejo de administracién atenua las diferencias generacionales, sugiriendo que los mecanismos de gobernanza
colectiva limitan las preferencias individuales. Los anilisis de robustez confirman la estabilidad de los resultados. En
conjunto, el estudio contribuye a la literatura sobre franquicias y empresa familiar al demostrar cémo el liderazgo
generacional, las prioridades socioemocionales y los roles de gobernanza configuran conjuntamente el comportam-
iento estratégico de riesgo en sistemas de franquicia controlados por familias.

Palabras clave: Riesgo; Liderazgo generacional; Empresas familiares; Franquicias.
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1. INTRODUCTION

The study of business risk has long been central to strategic
management because it shapes firm growth, survival and per-
formance (Das & Teng, 1998; Hardy et al, 2020; Miller, 1998;
Sharfman & Fernando, 2008; Soane ef al., 2016). Prior research
shows that risk-taking is a strategic outcome rooted in both con-
text (e.g., networks and structural characteristics) and leadership
(e.g., managerial cognition and judgment) (Jacobides et al., 2016;
Jiang et al., 2015; Mullins et al., 2002). This dual emphasis is es-
pecially important in family firms, where decision makers often
evaluate risk not only in economic terms but also in socioemo-
tional terms (Ferndndez Méndez et al., 2021; Gomez-Mejia et al.,
2011; Kraus et al., 2016; Lude & Priigl, 2019). The socioemotional
wealth (SEW) perspective suggests that risk preferences of fami-
ly decision makers depend on the extent to which they prioritize
family control, identity, reputation, or transgenerational continu-
ity (Gomez-Mejia et al., 2011). Therefore, risk decisions in family
firms often involve a “mixed bet” that simultaneously affects fi-
nancial wealth and socioemotional wealth (Cruz & Justo, 2017).

Even though a growing body of scholars examine risk pref-
erences and strategic choices in family enterprises (Bianco et al.,
2013; Fang et al., 2021; Kotlar et al., 2014; Patel & Chrisman,
2014; Peldez-Leén & Sanchez-Marin, 2021), we know little about
risk-taking in family franchise businesses (Chirico et al., 2011).
This omission matters because risk in franchising is amplified by
the common brand and the potential for reputational spillovers
across the entire network. We define a family franchise business
as a franchise chain in which a family holds a significant owner-
ship stake, exercises meaningful control over key strategic deci-
sions, and intends to retain ownership and control across gener-
ations. Franchising consists of distinctive governance structures
with the franchisor coordinating a dispersed plural network
through hierarchical control over company-owned outlets, and
through contractual monitoring and relational mechanisms over
independent franchisees (Baker & Dant, 2008; Bradach, 1997;
Hajdini, 2024; Hajdini & Windsperger, 2019). Therefore, in fran-
chising, the effects of perceived risk are amplified by the plu-
ral form of governance and a geographically dispersed network
operating under a shared brand. Beyond financial objectives,
socioemotional considerations of family name or family repu-
tation may intensify brand-protection priorities, while family
involvement in decision-making can influence risk orientation
and competence across generations and potentially create gov-
ernance challenges such as blurred decision rights, or intra-fam-
ily conflict (Chirico et al., 2021).

Accordingly, we examine whether and why founder and suc-
cessor leaders continue to differ in risk orientation in franchise
systems (Chirico et al., 2011). More specifically, we ask: How
does leadership generation influence risk-taking in franchise
family firms, and under what conditions do these generational
effects vary? Drawing on the upper echelons theory, we expect
risk taking to differ across first, second and third generation
leaders due to their different experiences and cognitive frames
as well as managerial discretion and governance constraints.
We also complement this view with the SEW perspective, which
highlights that generational differences in socioemotional prior-
ities (i.e., reputation, identity, and legacy protection) influence

risk-taking in family franchise businesses. In doing so, we fill the
research gap presented by Chirico et al., (2011) on the need to
analyze generational succession in family businesses within the
franchising context. We also respond to recent research demands
suggested by Yeoh & Hooy (2020) on the need to explore the
effects of the second and third generation on transgenerational
leadership. In addition, we consider three individual factors that
may condition leaders’ risk orientation, such as: age, gender, and
ownership profile (majority vs. minority shareholder). Given
that family members’ presence in the top management team may
interact with CEOs’ propensity to take risks (Cruz et al., 2010;
Kraiczy et al., 2015), we identify three positions of influence a
family leader may hold in the franchise chain: owner, manager,
and active member of the board of directors, each of which may
affect the chain’s risk propensity. We test our hypotheses using
three-year primary data on 215 Spanish family franchise firms,
which allows us to conduct a behavioral test of founder-succes-
sor differences across generational leadership and governance
roles.

This study makes two important contributions. First, we
extend strategic leadership and strategic management research
by showing how leadership generation relates to risk behavior
in franchise family business through an upper echelon and the
SEW perspective (Cruz & Justo, 2017; Cruz et al., 2010; Kraiczy
et al., 2015). Second, we advance franchising and family business
research by explaining why founders and successors may differ
in risk orientation and by identifying moderators of leaders’ age,
gender, ownership profile, and position of influence (owner,
manager, or board member), which determine when such gen-
erational differences in risk-taking are most important (Chirico
et al., 2011; Christensen et al., 2020; Kauppila et al., 2018; Yao &
Chang, 2017; Yeoh & Hooy, 2020; Yeoh & Hooy, 2022). From a
practical standpoint, our findings suggest that family franchise
businesses can better manage risk during succession by aligning
governance roles and decision rights with the incoming leader’s
incentives and SEW priorities, and by aligning contractual safe-
guards and incentives to reduce negative reputational spillovers
across the franchise network (Cruz et al., 2010; Kraiczy et al.,
2015).

The present work is structured as follows. We first do a re-
view of the literature and state our study hypotheses in Section 2.
In Section 3 we present the study methodology and the analysis
measures of our variables. We examine the differences in risk
propensity in Section 4 where the analyses and results are pre-
sented. In section 5 we discuss our findings. Finally, in Section 6
we present our conclusions and expose the contributions of this
study, its limitations, and propose future avenues of research.

2. LITERATURE REVIEW AND HYPOTHESES
DEVELOPMENT

2.1. Risk management and generational leadership in family fran-
chise systems: Upper echelons and the SEW perspectives

Risk management remains a central concern for strategic
management researchers because it shapes firm survival and
performance (Bromiley et al., 2015; Miller, 1992). In franchising,
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the effects of perceived risk are amplified by the plural form of
governance and a geographically dispersed network operating
under a shared brand (Blair & Lafontaine, 2005; Bradach, 1997).
While franchising enables rapid replication of a business mod-
el, adverse outcomes can also diffuse across outlets with repu-
tational spillovers. At the same time, monitoring and enforcing
franchise guidelines across distant locations can delay timely and
accurate corrective action.

Upper echelons theory explains how leaders’ experiences and
characteristics shape strategic choices through cognitive frames
and values (Hambrick & Mason, 1984; Hambrick, 2007). It there-
fore explains why franchise businesses facing similar environ-
ments adopt different governance structures and risk strategies,
reflecting top decision makers’ values and cognitive differences.
In family franchise firms, this heterogeneity may be further am-
plified because family decision makers often consider strategic
choices as a “mixed gamble” involving both financial outcomes
and socioemotional wealth (SEW) including family control,
identity, reputation, and transgenerational continuity (Cruz &
Justo, 2017; Gomez-Mejia et al., 2011). SEW priorities may vary
across generations: founders often place greater weight on pre-
serving accumulated socioemotional endowments (e.g., reputa-
tion), whereas successors may place relatively greater weight on
renewal and continuity through adaptation and change. There-
fore, risk-related decisions in family franchise systems are influ-
enced not only by decision makers’” cognitive frames and values
(Hambrick & Mason, 1984; Hambrick, 2007) or governance and
market conditions (Combs et al., 2011; Williamson, 1985), but
also by the extent to which family leaders prioritize SEW as-
pects versus undertaking risky investments in franchise renewal,
product or market expansion (Berrone ef al., 2012; Gomez-Mejia
et al., 2007). In other words, founders pay more attention to pre-
serving the franchise reputation, making them more sensitive to
actions that could jeopardize the family legacy or trigger nega-
tive network-level spillovers. On the other hand, successor lead-
ers show less attention to the historical endowment and more
orientation toward investments in innovations (e.g., moderniz-
ing the franchise system), which can increase willingness to pur-
sue strategies with higher risk. Consistent with this combined
logic, we expect successors to exhibit higher risk propensity than
founders in family franchise firms. Formally,

H1: Family franchise firms led by heirs exhibit higher levels of
risk-taking than those led by founding leaders.

2.2. Age and leader discretion in intergenerational risk differences

Age reflects a biological and career-stage attribute that upper
echelons research links to systematic differences in risk preferenc-
es (Hambrick & Mason, 1984; Wiersema & Bantel, 1992). Empiri-
cal work suggests that younger executives invest more in R&D and
are more likely to enter or exit business lines, which can increase
discontinuation risk (Li et al., 2017), whereas older leaders tend
to maintain the status quo (Lee & Moon, 2016) and display more
conservative behavior (Serfling, 2014). Yeoh and Hooy (2020) fur-
ther suggest that risk propensity varies with age and highlight the
need to distinguish generational lineage effects from age effects.

Upper echelons theory implies that leader age fosters conserv-
atism due to biological decline, fear of losing power, and a prefer-
ence for financial security (Barker & Mueller, 2002; Hambrick &
Mason, 1984). Younger executives, by contrast, tend to innovate
and take risks (Bantel & Jackson, 1989; Serfling, 2014). This the-
ory also notes that both age and generation condition strategic
choices and thus risk orientation at the chain level.

Psychology and management research add that younger in-
dividuals show overconfidence, leading to greater risk-taking
(Forbes, 2005; Yim, 2013). Consistent with this logic in franchis-
ing contexts, Seo and Sharma (2018) find that successor CEO
overconfidence is associated with higher risk-taking in U.S. fran-
chise systems. From a socio-cognitive perspective, generational
values also shape perceptions of risk. New leaders, exposed to
cultural shifts such as sustainability demands, adopt risky strate-
gies more openly (Bonsu et al., 2020; Schulte & Hallstedt, 2018).
Duran et al. (2016) confirm this, showing that successor CEOs
drive greater innovation output than founders, consistent with a
greater propensity to pursue change-oriented initiatives.

From a SEW perspective, age may also influence the extent to
which leaders prioritize preservation versus renewal. Older lead-
ers may have greater accumulated socioemotional endowments
at stake (e.g., reputation and legacy), reinforcing a preference for
protecting the status quo, whereas younger leaders may assign
greater value to continuity through adaptation. Importantly, al-
though leader age and generational status are related in family
firms, they capture conceptually distinct dimensions. Age re-
flects a life-cycle characteristic commonly used in upper eche-
lons research to explain variation in managerial risk preferences
(Hambrick & Mason, 1984; Wiersema & Bantel, 1992), whereas
generational leadership reflects a family-based role shaped by
succession dynamics, socialization, and intergenerational dif-
ferences in SEW priorities (Gomez-Mejia et al., 2007; Handler,
1994; Miller & Miller (2013)). Building on this evidence, and
consistent with upper echelons theory and SEW, we expect the
difference in risk propensity between founder and heir leaders
to be stronger when leaders are younger. Formally, we argue the
following:

H2: The positive association between heir leadership (vs.
founder leadership) and risk propensity is stronger for younger
leaders than for older leaders.

2.3. Risk in transgenerational succession: Influence of gender and
the ownership profile

Gender

Numerous studies have empirically demonstrated that there
are gender differences in risk management (Charness & Gneezy,
2012; Croson & Gneezy, 2009; Falk & Hermle, 2018; Yang et al.,
2017). Explanations commonly point to hormonal influences
(Crongyvist et al., 2016), perceptual biases (Trumbo, 2002), limited
information processing under uncertainty (Schubert, 2006), and
gendered socialization and stereotyping (Lepp & Gibson, 2003),
which together suggest that men tend to be more risk-seeking
than women. Rajdev & Raninga (2016), combining behavioral fi-
nance with the psychology and management literature, find that
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men display higher confidence and optimism than women, which
increases their propensity to make riskier decisions. Consistent
with this, evidence from social contexts also shows that men tend
to take greater risks than women. Friedl ef al., (2020) using a lab-
oratory experiment to analyze gender differences in social risk
taking, found that not only culture, but women’s risk aversion is
largely driven by their stronger aversion to inequality. In the fami-
ly business context, founder gender has likewise been identified as
an important determinant of firms’ risk management. Wang et al.,
(2022) in a study with Chinese public family companies, found
that when the founders’ wives exert greater influence through
greater voting rights, a generalized trend towards the financial risk
assumption is observed.

Turning to generational change, some studies indicate that
women hold a prominent role in the top management team of
the family business when they are part of the second generation
of owners, that is, when they are heir leaders (Breton-Miller,
Miller, and Steier, 2004; Hewlett, 2002). Based on this assump-
tion, Merono-Cerdan & Lopez-Nicolas (2017) found that the
presence of women in the top management team is higher in the
second generation of leaders than in the first generation. Fur-
thermore, this study revealed that women preferred to run busi-
nesses within the service sector, even though they might have
the possibility of accessing all types of industries. This wide-
spread preference for managing businesses that are less prone to
risk-taking reveals that the gender of the second generation may
also affect risk management in family businesses.

Building on prior evidence that men, on average, exhibit
greater risk tolerance than women (Charness & Gneezy, 2012;
Croson & Gneezy, 2009; Falk & Hermle, 2018; Yang et al., 2017),
we expect gender to effect how generational leadership trans-
lates into risk propensity. In family franchise systems, this effect
may be reinforced by SEW considerations because reputational
spillovers can diffuse across outlets and directly affect the fami-
ly name. To the extent that female leaders place relatively great-
er weight on socioemotional goals such as on family harmony
and reputational protection, they may be less inclined to pursue
high-risk strategies that could jeopardize the brand or intensi-
ty intra-family conflict. Accordingly, the generational increase
in risk-taking associated with heir leadership should be weaker
when the leader is female. We expect that:

H3: The positive association between heir leadership (vs.
founder leadership) and risk propensity is stronger for male leaders
than for female leaders.

2.4. Ownership profile: Majority vs. Minority shareholder

Agency-based perspectives suggest that ownership structure
influences risk taking behaviour because they shape incentives
and control rights. Within the family context, Aabo ef al. (2011)
suggest that the agency problem is mitigated when the founder
controls the property together with the family members. Howev-
er, risk management in family businesses does not only include
economic issues, but also socio-emotional aspects, which affect
corporate decisions (Gottardo & Moisello, 2017). From a SEW
perspective, ownership concentration shapes the degree of so-
cioemotional “exposure” to strategic outcomes because control

rights heighten the stakes associated with preserving family in-
fluence and reputation. Majority family shareholders may there-
fore experience stronger SEW preservation motives than mi-
nority shareholders who may have weaker control-related SEW
incentives (or different incentives altogether) leading to reduced
risk related decisions.

Empirically, ownership participation has been linked to var-
iation in family leaders’ risk behavior (Aabo et al., 2011; Caprio
et al., 2011; Jiang et al., 2015). For example, Aabo et al. (2011),
using survey data and public data from Danish firms, found that
family companies owned by the founders tend not only to pro-
tect themselves, but also to speculate more widely than other
companies. In relation to the founding property, a study with a
large sample of family businesses in China (Jiang et al., 2015)
found that culture, religion, altruism and when founders were
siblings affected risk seeking behaviours. Relatedly, Caprio et al.
(2011) argue that family leaders are less likely to push their firms
toward risk-seeking strategies when family ownership is not at
the majority level. Therefore, the effects of the type of owner,
namely, majority versus minority shareholders, interact with the
risk propensity assumed by the founding leaders and heirs. Based
on the previous evidence, we expect that when family ownership
is concentrated, heirs are more likely to interpret risk-taking
as a means of preserving transgenerational continuity, whereas
founders are more likely to interpret the same risks as threats to
accumulated socioemotional endowments. Accordingly, owner-
ship profile conditions the strength with which SEW preferences
translate into risk decisions. We formulate the following hypoth-
esis:

H4: The association between heir (vs. founder) leadership and
risk-taking is stronger when the family holds a majority ownership
stake than when it holds a minority stake.

3. METHODOLOGY
3.1. Data collection

To carry out this study, data has been collected from the Span-
ish franchise market, including all sectors of activity. Within this
sample spectrum, we focus on family franchise companies. To
collect data related to the leadership profile and franchise risk, an
online survey was sent to all the leading franchisors who belong to
the Spanish Franchise Association (“AEF” according to its Spanish
acronym). This directory of franchises is the most important in
the country since it brings together all the franchisors that carry
out activities in Spain. Furthermore, all of them are committed
to complying with the standards of the European Code of Ethics
for Franchising. In another line of affairs, the AEF is part of the
European Franchise Federation (EFF) which is the main advo-
cate of the franchise industry in Europe. Therefore, all franchisor
members associated with the AEF represent the most relevant
and comprehensive set of franchise chains in terms of economic
and ethical business conduct. During the data collection period,
in 2017, the Spanish franchise system had 1,348 brands, of which
82.8% were of national origin and 17.2% of international origin
(Spanish Franchise Association, 2018). Currently, the franchise
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system is made up of 1,381 national and international brands,
which indicates a slight increase in the number of operating en-
tities, despite the current turbulent times (Spanish Franchise
Association, 2020). The data collection method used is in line with
other research on franchising that has also used national business
directories as the main source for the sample selection of franchise
systems (see: Meiseberg & Ehrmann, 2012 in the German market;
Perrigot et al., 2015 in the French market).

Data were collected through a paper-based questionnaire
distributed by postal mail to all 1,381 franchise systems operat-
ing in Spain at the time of the study. The survey was accompa-
nied by a cover letter explaining the purpose of the research and
the participation procedure. Prior to distribution, the question-
naire was piloted with a small group of franchise professionals
and academics to ensure clarity and relevance. Participation was
voluntary, and responses were treated with strict confidentiality.
A total of 246 usable questionnaires were returned, yielding an
overall response rate of 17.8%. Of these, 215 corresponded to
family franchise networks and constitute the final sample used
in the main analyses.

A firm was classified as a family franchise network when
ownership was substantially held by members of the same family
and at least one family member was actively involved in manage-
ment or governance. This definition aligns with prior research
emphasizing family ownership and influence over strategic de-
cisions as defining characteristics of family firms (Astrachan
et al., 2002; Chrisman et al., 2005; Chua et al., 1999). Beyond
a self-identification item, respondents reported the percentage
of family ownership, generational ownership and management
participation, board involvement, and the number of active fam-
ily members, allowing us to verify the fulfilment of the family
condition.

Respondents were top-leaders of franchise companies (i.e.,
the general directors, owners and managers of the franchise
business in general) who are responsible for setting standards
in the franchise network. Of the 215 companies, 135 companies
were run by founding leaders, whilst 80 companies were man-
aged by heir leaders (see Appendix A for more a full summary of
sample demographics).

3.2. Variables and measures
A. Chain Risk Measure

We measured the risk assumed by franchise chains through
their respective outlet discontinuation rates for a three-year
period (2015-2017). This indicator has been used in the liter-
ature on risk management (Everett & Watson, 1998; Watson &
Everett, 1996) and recommended by experts in the franchise
arena such as Lafontaine (1992), who points out that this in-
dex has an advantage over measures based on the variation of
sales in the risk measurement. This is due to the franchisors
are generally reluctant to close outlets. The main reason fran-
chisors tend to be risk averse is because they are unwilling to
bear the loss of the initial investment involved in setting up
and developing the establishment. Thus, a high discontinua-
tion rate will indicate that franchisors assume a greater degree
of risk at the chain level.

B. Leader’s generation

To analyse this variable, two groups of family leaders were
created: founding leaders which included the first generation of
leaders who founded the company, and heir leaders, which were
composed of second- and third-generation successor leaders
(i.e., founders’ children and grandchildren).

C. Leader’s age

We measured this variable through the age of the leader grouped
into two main categories: franchisors leaders in young age (Up to
50 years) and franchisors leaders in mature age (50 years and over).

D. Gender

This study considered two genders of leaders (male and fe-
male) identified by the respondents.

E. Leader’s shareholder

Using the sample of owners, this study reported on the
number of family leaders who were either majority or minority
shareholders of the company. Non-shareholder leaders were not
included in these analyses, which were 39 cases out of the total
sample of 215 family leaders.

In order to offer relevant information on the risk behaviour
of founders and heirs based on the above factors, three positions
of power that family leaders can hold in franchise chains were
considered: ownership, management and board of directors.

4. ANALYSIS AND RESULTS

4.1. The influence of generation leadership in management risk
(H1)

To analyse the generation differences on the risk in which
franchise chains participate, one-way ANOVA tests were run with
a bias corrected accelerated bootstrapping procedure of 5,000
samples. Results from ANOVA show a significant difference be-
tween generations for three leadership positions (owner leaders,
manager leaders and active leaders on the board of directors). Our
analyses reveal that heir leaders show a higher discontinuation rate
than founder leaders for each case. We find empirical support for
Hypothesis 1 which proposes that: “Heir leaders run their com-
panies to a higher level of risk than founding leaders” This risk
rate is higher for the sample of heir leaders who are owners com-
pared to the founding leaders: F(10.542) = 1, p = 0.001 h?= 0.047,
M, = 0.174 [0.08; 0.27] (SD = 0.502); M, = 0.581 [0.35; 0.81]
(SD = 1.173) (see Table 1). The same happens when we compare
the risk rate of heir leaders and founders when both are managers
of the franchise chain: F(12.907) = 1, p = 0.000 h>= 0.57, M= 0.112
[050.22] (SD = 0.349); M, = 0.433 [0.29; 0.57] (SD = 0.935) (see Ta-
ble 1). Finally, the same finding is supported when we analyse the
generational differences for the sample of leaders on the board of
directors: F(5.175) = 1, p = 0.024 h?= 0.024, M= 0.170 [0.07; 0.27]
(SD = 0.494); M, = 0.395 [0.23; 0.56] (SD = 0.936) (see Table 1).
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Table 1
ANOVA analysis for generation differences in chain risk

GENERATION DIFFERENCES BETWEEN OWNER LEADERS (s = 215)

(Support found for Hypothesis 1)

FOUNDER LEADERS (s = 185)

Discontinuation rate (chain risk)
HEIR LEADERS (s = 30)

0.174 [0.08; 0.27] SD = 0.502

F(10.542)=1, p=0.001 1?=0.047
0.581 [0.35; 0.81] SD = 1.173 ( )=L.p N

GENERATION DIFFERENCES BETWEEN MANAGER LEADERS (s = 215)

(Support found for Hypothesis 1)

FOUNDER LEADERS (s = 135)

Discontinuation rate (chain risk) HEIR LEADERS (s = 30)

0.112 [0;0.22] SD = 0.349

F(12.907)=1, p=0.000 1?=0.57
0.433 [0.29; 0.57] SD = 0.935 ( )=L.p N

GENERATION DIFFERENCES BETWEEN LEADERS IN THE BOARD OF DIRECTORS (s = 214)

(Support found for Hypothesis 1)

FOUNDER LEADERS (s = 155)

Di ti ti t hain risk
iscontinuation rate (chain risk) HEIR LEADERS (s = 59)

0.170 [0.07; 0.27] SD = 0.494

F(5.175)=1, p=0.024 1?=0.024
0.395[0.23; 0.56] SD = 0.936 ( )=L.p n

Note: Bootstrapping BCa 95% confidence intervals are outlined in the brackets.

Source: Own elaboration.

4.2. The influence of leader age in management risk (H2)

When we explore the interaction between the generation and
the age of the leader, our analysis reveal findings for each of the
leader’s samples. First, when we control the age for the sample

of owner leaders, we find differences in risk only in the segment
of mature-age leaders. Here, heir leaders age 50 and over have
a higher discontinuation rate than founding leaders age 50 and
over: F (8.534) = 1, p = 0.004 n?= 0.075, M= 0.175 [0.06; 0.29]
SD =0.453; M, = 0.669 [0.36; 0.98] (SD = 1.125) (see Table 2).

Table 2
ANOVA analysis for the interplay effect between generation and leader s age (leader s age — constant)

GENERATION DIFFERENCES BETWEEN OWNER LEADERS (S = 215)

Support found for Hypothesis 2

YOUNG LEADERS (Up to 50 years)

FOUNDER LEADERS (s = 91)

Discontinuation rate (chain risk)
HEIR LEADERS (s = 17)

0.173 [0.03; 0.32] SD = 0.550

F(3.393) = 1, p = 0.068 1> = 0.031
0.513 [0.18; 0.85] SD = 1.238 (3.393)=Lp N

MATURE LEADERS (50 years and over)

FOUNDER LEADERS (s = 94)

Discontinuation rate (chain risk) HEIR LEADERS (s = 13)

0.175 [0.06; 0.29] SD = 0.453

F(8.534) = 1, p = 0.004 1> = 0.075
0.669 [0.36; 0.98] SD = 1.125 (8.534)=1p N

Note: Bootstrapping BCa 95% confidence intervals are outlined in the brackets.

Source: Own elaboration.

Whilst for the segment of founding leaders and heirs under
50 years of age, no significant differences are revealed in the risk
index. Interestingly, when we analyse the sample of leader man-
agers, we find that heir leaders have significant differences in the
risk rate with respect to founding leaders for both age groups.
That is when both of them are mature leaders: F(6.675) = 1,

p = 0.011 h? = 0.059, M, = 0.074 [-0.10; 0.25] (SD = 0.281);
M, = 0.418 [0.22; 0.62] (SD = 0.985) (see Table 3). The same
happens when both generation leaders are young: F(6.570) = 1,
p = 0.012 n*> = 0.59, M, = 0.142 [-0.10; 0.25] (SD = 0.394);
M, = 0.454 [0.22; 0.62] (SD = 0.869) (see Table 3).

Table 3
ANOVA analysis for the interplay effect between generation and leader s age (leader s age - constant)

GENERATION DIFFERENCES BETWEEN MANAGERS LEADERS (s = 215)

(Support found for Hypothesis 2)

YOUNG LEADERS (Up to 50 years)

FOUNDER LEADERS (s = 60)

Di tinuati te (chain risk
iscontinuation rate (chain risk) HEIR LEADERS (s = 48)

0.074 [-0.10; 0.25] SD = 0.281

F(6.675) = 1, p = 0.011 12 = 0.059
0.418 [0.22; 0.62] SD = 0.985 (6675)=1p N

MATURE LEADERS (50 years and over)

FOUNDER LEADERS (s = 75)

Di tinuati te (chain risk
iscontinuation rate (chain risk) HEIR LEADERS (s = 32)

0.142 [-0.10; 0.25] SD = 0.394

F(6.570) = 1, p = 0.012 1= 0.59
0.454 [0.22; 0.62] SD = 0.869 (6:570)=1p N

Note: Bootstrapping BCa 95% confidence intervals are outlined in the brackets.

Source: Own elaboration.
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Nevertheless, when we compare the differences between
generations in the risk assumed by the sample of leaders on the
board of directors, we do not find significant differences between
the risk assumed by the heir leaders and the founding leaders for

any age group. Sample of mature leaders: F(2.050) = 1, p = 0.155
n?=0.019 and sample of young leaders: F(3.348) = 1, p = 0.070
1n%2=0.031 (see Table 4).

Table 4
ANOVA analysis for the interplay effect between generation and leader 's age (leader s age — constant)

GENERATION DIFFERENCES BETWEEN LEADERS IN THE BOARD OF DIRECTORS (s = 214)

(Not support found for Hypothesis 2)

YOUNG LEADERS (Up to 50 years)

FOUNDER LEADERS (s = 77)

Discontinuation rate (chain risk) HEIR LEADERS (s = 31)

0.165 [0.01; 0.32] SD = 0.537
0.379 [0.13; 0.63] SD = 1.009

F(2.050) =1, p =0.1557m%=0.019

MATURE LEADERS (50 years and over)

FOUNDER LEADERS (s = 78)

Di ti ti te (chain risk
iscontinuation rate (chain risk) HEIR LEADERS (s = 28)

0.175 [0.04; 0.31] SD = 0.450
0.412 [0.19; 0.63] SD = 0.866

F(3.348) = 1, p = 0.070 n?>= 0.031

Note: Bootstrapping BCa 95% confidence intervals are outlined in the brackets.

Source: Own elaboration.

Therefore, our results offer partial support to the second
study hypothesis that: “The positive association between heir
leadership (vs. founder leadership) and risk propensity is strong-
er for younger leaders than for older leaders”.

4.3. The influence of leader gender in management risk (H3)

Afterwards, we explore the generation differences controlling
the gender of the leader and our results show that for all leader-

ship cases, men have a higher discontinuation rate than wom-
en. When we analyse the sample of owner leaders, we find that
only heirs maintain a higher discontinuation rate than founders,
though these differences are only significant for the sub-sample
of male leaders: F(12.297) = 1, p = 0.001 n?= 0.073, M, = 0.203
[0.08; 0.32] (SD = 0.551); M, = 0.782 [0.48; 1.09] (SD = 1.344)
(see Table 5).

Table 5
ANOVA analysis for the interplay effect between generation and leader 's gender (leader s gender - constant)

GENERATION DIFFERENCES BETWEEN OWNER LEADERS (s = 215) (Support found for Hypothesis 3)

MALE LEADERS

FOUNDER LEADERS (s = 137)
HEIR LEADERS (s = 21)

0.203 [0.08; 0.32] SD = 0.551

Discontinuation rate (chain risk) 0.782 [0.48; 1.09] SD = 1.344

F(12.297) = 1, p = 0.001 n?= 0.073

FEMALE LEADERS

FOUNDER LEADERS (s = 48) 0.092 [0.00; 0.18] SD = 0.313
HEIR LEADERS (s =9) 0.111 [-0.10; 0.32] SD = 0.333

Note: Bootstrapping BCa 95% confidence intervals are outlined in the brackets.

Discontinuation rate (chain risk) F(0.028) = 1, p = 0.868 *>=0.001

Source: Own elaboration.

The same occurs when we repeat the analyses for the sample
of managerial leaders, where heir male leaders show a higher dis-
continuation rate than founder leaders: F(11.106) = 1, p = 0.001

n? = 0.066, M= 0.133 [-0.01; 0.27] (SD = 0.383); M, = 0.520

[0.34; 0.70] (SD = 1.040) (see Table 6).
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Table 6
ANOVA analysis for the interplay effect between generation and leader s gender (leader s gender - constant)

GENERATION DIFFERENCES BETWEEN MANAGER LEADERS (s = 215)

(Support found for Hypothesis 3)

MALE LEADERS

FOUNDER LEADERS (s = 98)

Discontinuation rate (chain risk) HEIR LEADERS (s = 60)

0.133 [-0.01; 0.27] SD = 0.383

F(11.106) = 1, p = 0.001 1= 0.066
0.520 [0.34; 0.70] SD = 1.040 ( )=Lp N

FEMALE LEADERS

FOUNDER LEADERS (s = 37)

Di tinuati te (chain risk
iscontinuation rate (chain risk) HEIR LEADERS (s = 20)

0.054 [-0.05; 0.16] SD = 0.229

F(1.830) = 1, p = 0.182 12 = 0.032
0.171 [0.03;0.31] SD = 0.424 (1830)=1,p N

Note: Bootstrapping BCa 95% confidence intervals are outlined in the brackets.

Source: Own elaboration.

Finally, we also evidence this finding through the sample
of active leaders on the board of directors, in which heir male
leaders show a greater risk orientation than founder male

leaders: F(4.454) = 1, p = 0.036 n*= 0.028, M= 0.208 [0.08;
0.34] (SD = 0.549); M, = 0.485 [0.26; 0.71] (SD = 1.077) (see
Table 7).

Table 7
ANOVA analysis for the interplay effect between generation and leader s gender (leader s gender - constant)

GENERATION DIFFERENCES BETWEEN LEADERS IN THE BOARD OF DIRECTORS (s = 214)

(Support found for Hypothesis 3)

MALE LEADERS

Discontinuation rate (chain risk) HEIR LEADERS (s = 41)

FOUNDER LEADERS (s = 117)

0.208 [0.08; 0.34] SD = 0.549

F(4.454) = 1, p = 0.036 12 = 0.028
0.485 [0.26;0.71] SD = 1.077 (4454)=1p N

FEMALE LEADERS

FOUNDER LEADERS (s = 38)

Di tinuati te (chain risk
iscontinuation rate (chain risk) HEIR LEADERS (s = 18)

0.053 [-0.05; 0.15] SD = 0.226

F(2.361) = 1, p = 0.130 12 = 0.042
0.190 [0.04; 0.34] SD = 0.444 (2361)=1p N

Note: Bootstrapping BCa 95% confidence intervals are outlined in the brackets.

Source: Own elaboration.

Therefore, our findings allow solid evidence of what was pro-
posed by Hypothesis 3 that: “The positive association between
heir leadership (vs. founder leadership) and risk propensity is
stronger for male leaders than for female leaders”

4.4. The influence of owner type in management risk (H4)
Ultimately, we study the differences in risk that the founding

leaders and heirs are willing to incur when both are sharehold-
ers of the company. When dividing the sample between majority

and minority shareholders for the three leadership positions, we
observe interesting findings. When leaders are owners, both ma-
jority and minority shareholders present differences in the risk
assumed by generations of leaders. Again, heir leaders have a
higher rate of discontinuation than founding leaders: Sample of
majority shareholder leaders: F(10.673) =1, p = 0.002 ?=0.114,
M, = 0.087 [-0.02; 0.19] (SD = 0.324); M, = 0.592 [0.35; 0.83]
(SD = 0.839) and sample of minority shareholder leaders:
F(5.938) = 1, p = 0.017 n? = 0.063, M= 0.105 [-0.15; 0.36]
(SD =0.333); M, = 0.529 [0.29; 0.76] (SD = 1.083) (see Table 8).

Table 8
ANOVA analysis for the interplay effect between generation and owner type (owner type - constant)

GENERATION DIFFERENCES BETWEEN OWNER LEADERS (s = 176)

(Support found for Hypothesis 4)

MAJORITY SHAREHOLDERS (s = 85)

FOUNDER LEADERS (s = 77)

Discontinuation rate (chain risk) HEIR LEADERS (s = 8)

0.113 [.,01;0.21] SD = 0.414

F(10.673) = 1, p = 0.002 2= 0.114
0.655 [0.34;0.97] SD = 0.714 ( )=Lp N

MINORITY SHAREHOLDERS (s =91)

FOUNDER LEADERS (s = 75)

Di tinuati te (chain risk
iscontinuation rate (chain risk) HEIR LEADERS (s = 16)

0.242 [0.05; 0.43] SD = 0.611

F(5.170) = 1, p = 0.025 12 = 0.055
0.762 [0.35; 1.17] SD = 1.499 (5170)=1p N

Note: Bootstrapping BCa 95% confidence intervals are outlined in the brackets. In these analyses, 39 cases corresponding to the sample of non-

owner CEQO’s have been excluded.

Source: Own elaboration.
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Similarly, when leaders manage the company, we find that
heir leaders outnumber founding leaders for both shareholder
profiles, when they are majority shareholders: F(14.653) = 1,
p = 0.000 12 = 0.150, M, = 0.087 [-0.02; 0.19] (SD = 0.324);

M, = 0.592 [0.35; 0.83] (SD = 0.839) and when they are minor-
ity shareholders: F(5.938) = 1, p = 0.017 n*= 0.063, M= 00.105
[-0.15;0.36] (SD = 0.333); M, = 0.529 [0.29;0.76] (SD = 1.083)
(see Table 9).

Table 9
ANOVA analysis for the interplay effect between generation and owner type (owner type — constant)

GENERATION DIFFERENCES BETWEEN MANAGER LEADERS (s = 176)

(Support found for Hypothesis 4)

MAJORITY SHAREHOLDERS (s = 85)

FOUNDER LEADERS (s = 72)

Di ti ti te (chain risk
iscontinuation rate (chain risk) HEIR LEADERS (s = 13)

0.087 [-0.02; 0.19] SD = 0.324
0.592 [0.35; 0.83] SD = 0.839

F(14.653) = 1, p = 0.000 n?= 0.150

MINORITY SHAREHOLDERS (s = 91)

FOUNDER LEADERS (s = 42)

Di ti ti te (chain risk
iscontinuation rate (chain risk) HEIR LEADERS (s = 49)

0.105 [-0.15; 0.36] SD = 0.333
0.529 [0.29; 0.76] SD = 1.083

F(5.938) = 1,p =0.017 n*= 0.063

Note: Bootstrapping BCa 95% confidence intervals are outlined in the brackets. In these analyses, 39 cases corresponding to the sample of non-

owner CEQO’s have been excluded.

Source: Own elaboration.

Interestingly, when we segment the sample by active leaders
on the board of directors, we find that only the majority share-
holders present significant differences in the risk management
carried out by the two generations of leaders, in which the

heirs again show a greater aversion to risk than the founders:
F(12.497) = 1, p = 0.001 n? = 0.132, M, = 0.089 [-0.02; 0.19]
(SD = 0.328); M, = 0.549 [0.31; 0.79] (SD = 0.822) (see Ta-
ble 10).

Table 10
ANOVA analysis for the interplay effect between generation and owner type (owner type - constant)

GENERATION DIFFERENCES BETWEEN IN THE BOARD OF DIRECTORS (s = 175)

(Support found for Hypothesis 4)

MAJORITY SHAREHOLDERS (s = 84)

FOUNDER LEADERS (s = 70)

Discontinuation rate (chain risk) HEIR LEADERS (s = 14)

0.089 [-0.02; 0.19] SD = 0.328
0.549 [0.31; 0.79] SD = 0.822

F(12.497) = 1, p = 0.001 2= 0.132

MINORITY SHAREHOLDERS (s =91)

FOUNDER LEADERS (s = 58)

Di tinuati te (chain risk
iscontinuation rate (chain risk) HEIR LEADERS (s = 33)

0.271 [0.05; 0.49] SD = 0.659
0.442 [0.15; 0.74] SD = 0.659

F(0.855) =1, p =0.358 = 0.010

Note: Bootstrapping BCa 95% confidence intervals are outlined in the brackets. In these analyses, 39 cases corresponding to the sample of non-

owner CEO’s have been excluded.

Source: Own elaboration.

These findings offer empirical support for the fourth study
hypothesis that that: “The association between heir (vs. found-
er) leadership and risk-taking is stronger when the family
holds a majority ownership stake than when it holds a minor-
ity stake”

4.5. Robustness Checks and Additional Analyses

To assess the robustness of the main generational effect, we
conducted several additional analyses. First, we estimated OLS
regression models, which confirm the positive and statistically
significant association between heir leadership and outlet dis-
continuation rates (Model 1).

Second, to mitigate the potential influence of extreme obser-
vations, we winsorized the dependent variable at the 95% per-
centile. The generational effect remains positive and statistically

significant (Model 2), indicating that the findings are not driven
by outliers.

Third, we estimated models including structural firm-lev-
el controls (sector, firm age, and network size). As shown in
Model 3, the generational effect remains stable and statistically
significant (B = .263, p < .01), while none of the structural con-
trols exhibit significant associations with discontinuation rates.
This suggests that variations in outlet discontinuation are not
primarily explained by firm maturity, size, or sectoral context,
but rather by leadership characteristics linked to generational
differences.

Bootstrap analyses based on 5,000 resamples (BCa confi-
dence intervals) and non-parametric Mann-Whitney U tests
yield consistent results. Thereby, these analyses reinforce the ro-
bustness of the generational effect.
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Table 11
Robustness Analyses: OLS estimates of chain’s discontinuation rate
Variables Model 1 Model 2 Model 3
Generation 0.27*** 0.196*** 0.263***
Sector — — 0.037
Firm Age — — 0.012
Firm Size — — 0.045
Observations 215 215 215
Adjusted R? 0.052 0.043 0.061

Note: Bootstrap 5,000 resamples (BCa) confirm significance. Mann—
Whitney U test p =.005.

Source: Own elaboration.

5. DISCUSSION

In franchising, the importance of assessing risk-related out-
comes is enhanced given its plural form of governance and its
geographically dispersed network operating under a common
brand, where adverse events and reputational shocks may prop-
agate across outlets. In response, our study examined whether
leadership generation influences risk-taking in family franchisors,
and under what conditions such generational effects vary. In this
attempt, we integrated the assumptions of the upper echelons and
the SEW perspective to investigate individual factors that may af-
fect the risk propensity of family leaders who hold a position in
the top management team (TMT). Family franchising is a particu-
larly revealing setting for this combined logic because franchisors’
strategic actions—implemented through governance structures,
monitoring, and coordination routines—translate into net-
work-wide outcomes (Hajdini, 2024; Jell-Ojobor et al., 2025). Our
evidence that founders and successors differ in risk-taking, con-
sistent with their tendency to weigh economic payoffs alongside
SEW concerns such as reputation and transgenerational continu-
ity (Gomez-Mejia et al., 2011; Cruz & Justo, 2017), underscores
that leadership effects in franchising are reflected in observable
strategic outcomes, including outlet discontinuity.

Our findings support the view that successor (heir) leaders
exhibit higher risk-taking than founders in family franchise
firms. However, the strength of this relationship varies system-
atically depending on individual and governance characteristics.
Age appears to condition generational risk patterns in a manner
consistent with both upper echelons and SEW reasoning: age is
linked to time horizons and tolerance for uncertainty, and it may
also correspond to how much accumulated legacy and reputa-
tion leaders perceive to be at stake. Gender-based moderation is
likewise informative because gender can shape both general risk
preferences and the weighting of SEW dimensions such as har-
mony and reputational protection. Specifically, the generational
gap in risk-taking is more pronounced among younger leaders,
male leaders, and both majority and minority shareholders when
occupying ownership or managerial positions. By contrast, when
family leaders act as board members, these differences tend to
attenuate, suggesting that collective governance mechanisms
constrain individual risk preferences. Our findings are consist-
ent with prior research suggesting that successor leaders tend

to pursue more change-oriented and risk-prone strategies (e.g.,
Duran ef al., 2016; Seo & Sharma, 2018). At the same time, our
results extend this literature by demonstrating that these differ-
ences are particularly salient in the franchising context, where
risk has network-wide implications due to brand interdepend-
ence.

Our first study hypothesis, which predicted that heir leaders
run their companies at a higher level of risk than founding lead-
ers, was true for all three positions of power in the top manage-
ment team: owner, manager, and active member of the board of
directors. This finding provides empirical support for the main
assumption made by the upper echelon theory that suggests that
young leaders or those with less experience in the organisation
are more risk-oriented than senior leaders or those with a long
professional trajectory. Unlike the predecessor leaders, Bigley &
Wiersema (2002) considers that the socialization process of the
inheriting leaders is unique due to their involvement in deci-
sion-making before being appointed leader of the company. It is
possible that the influence of past family decisions and the need
of group membership lead heirs to making riskier decisions in
order to legitimize their authority as a leader. These findings fit
in with the suggestion by Saaban et al., (2013) about the dispo-
sition towards change and openness in the organisational struc-
ture of the part of the Y generation or millennial generation.
Based on our findings, we suggest that this flexibility to accept
changes and take risks may be due to having grown up in a di-
verse and changing environment, which can influence informa-
tion processing and complex decision making.

When analyzing the interaction between generation and age
among family leaders who hold ownership positions, we find that
generational differences in risk propensity emerge only among
mature leaders. Consistent with upper echelons theory, we find
that when family leaders are younger, founders and heirs do not
differ significantly in risk propensity. Franco & Prata (2019) ar-
gue that the personal characteristics of the founding leader are
associated with a greater tolerance to ambiguity, proactive per-
sonality and self-efficacy, which fosters their ability to manage
risk in a balanced way. After approximately age 50, however,
heir leaders become clearly differentiated from founders. While
mature leaders are often expected to display conservative behav-
iour to preserve the status quo regardless of generational status,
our results show that mature heirs exhibit a higher propensity
to take risks than mature founders. This finding challenges the
common assumption that greater tenure in ownership neces-
sarily increases the desire to preserve the status quo (Bigley &
Wiersema, 2002). Instead, it aligns with more recent evidence on
the distinction between age and generational effects in risk-tak-
ing (Yeoh & Hooy, 2022). Yeoh and Hooy (2022) suggest that
age effects may lead individuals to become more conservative
as they grow older, whereas generational effects—shaped by ex-
ternal conditions and formative experiences—can stabilize risk
orientations across the life course. This is because generational
effects are the result of the influence of external factors and in-
dividual experiences. According to our results, it makes sense to
think that the founding leaders are more aware of the future of
the company or value more the effort that it took to build and
maintain it over time than the heir leaders, who entered when
everything was already up and running. Nevertheless, this gap
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in risk management does not become significant until leaders
reach 50 years of age. Although the socio-emotional and finan-
cial stake made by family leaders is much higher for these kinds
of companies than for non-family companies (Gomez-Mejia
et al., 2019), our results allow us to observe that mature found-
ers are those who recognise the risk involved in the decision to
discontinue the business, as well as the possible loss of family
assets. Consequently, they exhibit more cautious behaviour than
mature heir leaders. This is in line with the results obtained by
Yeoh & Hooy (2020) that suggest that risk taking increases only
until reaching an age close to retirement. This finding partially
aligns with prior upper echelons research linking age to greater
risk aversion (Hambrick & Mason, 1984; Serfling, 2014), while
also extending more recent work (Yeoh & Hooy, 2022) by show-
ing that generational effects may persist independently of age in
family-controlled franchise systems.

On the other hand, when both family leaders are managers,
there are generational differences in both age groups. Young and
mature heirs assume a greater level of risk than young and mature
founders. That is, the generation determines the risk strategic
orientation that the family leader is willing to assume. The social
learning view could reveal additional insights as to why mature
heirs risk more than founders in the same age range. Accord-
ing to Berkes (2009), social learning allows for solving problems
jointly and exchanging experiences. As a result of this adaptive
process, the authors argue that: “maturing co-management ar-
rangements become adaptive co-management in time, through
successive rounds of learning-by-doing” (p. 1699). Relatedly,
it is possible that companies led by founders use different gov-
ernance models than those employed by the heirs (for govern-
ance models, see: hierarchical governance; self-governance and
co-governance, by Kooiman, 2003). Since founding leaders start
from a background opposite to that of their successors (and this
starting point is part of a transition process), each leader’s world-
view will vary according to the acquired knowledge and experi-
ence. Consequently, it will be possible to observe differences in
risk management models depending on the generation that leads
the company. This pattern is consistent with prior research high-
lighting that successor leaders are more likely to adopt adaptive
and change-oriented strategies (Duran et al., 2016), while also
extending this view by showing that such differences remain ro-
bust across managerial roles in franchising contexts.

Interestingly, when leaders are active on the board of direc-
tors, no generational differences are observed for any age range.
According to Gormley et al., (2013) by adjusting the incentives
that affect the risk-taking of managers, the boards reduce the
exposure to activities that involve risks. Therefore, when family
leaders are in this position of power, there are no significant dif-
ferences in risk seeking between founders and heirs for any age
group. After separately analysing the behaviour of family leaders
in the senior management team, we offer partial empirical sup-
port for the second hypothesis, since we observe that there are
differences in the risk rate both in the group of owner leaders and
in that of managers. But such differences do not exist differences
for the active leaders on the board of directors. Hence, our results
not only reveal that age and generation affect risk management,
but the position of the leader in decision making hierarchical lev-
el also determines the risk propensity of the family franchises.

When family leaders are owners, managers or are active on
the board of directors, only male leaders present differences in
risk management depending on the generation. These findings
support our proposition that gender affects the differences in
risk propensity between founder and heir leaders. We found that
for all three positions on the top management team, male heirs
commit companies to a higher level of risk than male founders.
While being women, for both founders and heirs, a linear be-
haviour in aversion to risk is observed. Our results reveal that
this happens in all positions of power and for both family gen-
erations. This is in line with the bulk of literature that suggests
that in general, women tend to be more risk averse than men
(Apicella et al., 2008; Faccio et al., 2016; Hibbert et al., 2013;
Nofsinger et al., 2018). McGuinness (2018) argues that risk at-
titudes based on gender produce differences in corporate risk
management. Thereby, the strategic orientation of the company
will vary depending on whether it is led by a man or a woman.
This is in line with the results obtained by Datta et al., (2021)
which indicate that companies led by women tend to make safer
financial decisions in terms of risk than companies led by men.
Explanations from the area of behavioural finance suggest that
men are more prone to the risk of profit, while women are more
prone to suffer losses (Schubert et al., 1999). According to the
risk measure presented by this study, the business discontinua-
tion rate implies both a risk to obtain future profits and to suffer
losses of the invested capital, therefore, our findings fit with what
is expected from the literature on risk-taking behaviour by male
leaders. According to the risk measure presented by this study,
the business discontinuation rate implies both a risk to obtain fu-
ture profits and to suffer losses of the invested capital, therefore,
our findings extend the literature on risk-taking behaviour and
gender to the franchising family business literature. These results
are consistent with extensive evidence on gender differences in
risk-taking (Croson & Gneezy, 2009; Faccio et al., 2016), while
further contributing to the family business literature by showing
how gender interacts with generational leadership to shape risk
behaviour in franchising contexts.

When the owner leaders are majority shareholders, the heirs
exceed the founders in the risk rate and when they are minori-
ty shareholders the same result is observed. Interestingly, this is
repeated for the owners who are also managers of the compa-
ny. Again, we find generational differences between both types
of shareholders. This finding is in line with the suggestion by
Anderson et al., (2009) regarding the presence of founding lead-
ers or heirs in ownership and corporate opacity. According to
these authors, it is possible that generational leaders solve agency
problems by acting as controlling shareholders. In turn, this is
consistent with what found by Anderson and Reeb (2003) about
improving business performance when family leaders are own-
ers and act as managers. Consequently, it is possible to observe
risky behaviour in both profiles of owner-shareholders. In the
present study, we reveal that the inheriting leader makes a dif-
ference by exhibiting again a higher discontinuation rate than
the founding leader. Besides, we reveal that founding leaders are
more risk averse in both types of ownership, which adds to the
evidence presented by Shleifer & Vishny (1986) on risk aversion
in general on the part of large shareholders. This finding is also
in line with prior studies on ownership structure and risk incen-
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tives (Aabo et al., 2011; Caprio et al., 2011), while extending this
perspective by highlighting how generational leadership inter-
acts with ownership positions to influence risk-taking in family
franchise firms.

Notwithstanding, when in franchising family business, own-
ers are active leaders on the board of directors, only majority
shareholders present generational differences in risk, with heirs
showing a higher risk rate compared to their predecessors. Al-
though the board of directors is conceived as a control mecha-
nism to alleviate the agency problem (Richardson et al., 2013),
the responsibility for implementing policies that involve risk
decisions rests in the management sphere (Rae ef al., 2008).
Therefore, active owner leaders on the board of directors are
more likely to hold a more conservative view than owners who
are managers. The fact that generational differences appear only
under majority ownership aligns with Caprio et al. (2011), who
argue that firms are less likely to pursue risk when family own-
ership is insufficient to secure enduring control. In this sense,
minority shareholders may have weaker incentives to bear un-
certainty or to “spend” risk in ways that could threaten control
and socioemotional endowments. In contrast, when leaders are
majority shareholders, the heirs present on the board of directors
tend to repeat the pattern of assuming risk. Again, heir leaders
may exhibit riskier behaviour in response to seeking external ap-
proval as agents of authority before the board of directors. How-
ever, as our findings reflect, the heirs do not show differences in
the assumption of risk in certain situations, in this case, when
they are minority shareholders.

Building on our findings, we further clarify several impli-
cations for practitioners in family franchise systems. First, suc-
cession processes should explicitly account for differences in
risk orientation between founders and successors. Our results
suggest that heirs—particularly younger and male leaders—
tend to exhibit higher risk propensity, which implies that firms
should design gradual transition processes and structured de-
cision-making frameworks to mitigate excessive risk-taking.
Second, governance mechanisms play a critical role in balancing
individual risk preferences. The absence of generational differ-
ences at the board level suggests that collective decision-making
structures (e.g., boards or advisory committees) can effective-
ly constrain individual biases. Practitioners should therefore
strengthen governance bodies during and after succession.
Third, ownership structure and leadership roles should be care-
fully aligned. Given that risk-taking varies depending on wheth-
er leaders act as owners, managers, or board members, firms
should clearly define decision rights and responsibilities to avoid
unintended risk exposure at the network level. Finally, given the
presence of gender differences in risk behaviour, fostering diver-
sity in leadership teams may contribute to more balanced and
sustainable strategic decisions, particularly in franchise systems
where reputational spillovers can affect the entire network.

6. LIMITATIONS AND FUTURE RESEARCH

This study is subject to several limitations, which can serve
as promising avenues for future research. First, the study is con-
fined to Spanish franchise chains, which limits generalizability.

Family franchising can vary substantially across countries in
terms of legal systems, governance norms, succession traditions,
and franchise market maturity. Second, the dependent variable
captures risk through chain discontinuation rate, which reflects
one manifestation of risk. Future scholars may investigate addi-
tional dimensions such as innovation risk, international expan-
sion risk, or reputational risk. Next, while the study includes
structural controls, there may still be omitted franchise-specific
factors affecting discontinuation risk, such as franchisor support
quality and brand name, franchisee recruitment standards, con-
tract design, local market saturation, or digital transformation
(Hajdini & Raha, 2018; Hajdini and Windsperger, 2019; Maseda
et al., 2025). These could partly influence the reported gener-
ation effects. Finally, the fact that the generational effect is at-
tenuated in board settings indicates that not all forms of family
involvement translate equally into strategic risk. Future work
should therefore continue to differentiate among family roles
and levels of influence rather than treating family leadership as a
uniform construct (Chirico et al., 2011). In addition, while this
study distinguishes between leader age and generational leader-
ship, we acknowledge that we do not observe CEO tenure, which
could provide complementary insights into leadership experi-
ence. Future research may benefit from jointly examining age,
tenure, and generational position to further disentangle their
respective effects on risk-taking in family franchise firms. It thus
provides a foundation for future studies on family business lead-
ership and risk management at the chain level.

Beyond these limitations, future research should further un-
pack the underlying mechanisms driving generational differences
in risk-taking. In particular, more fine-grained empirical designs
could examine how cognitive frames, socioemotional priorities,
and decision-making processes evolve across generations and
how these mechanisms translate into strategic risk outcomes at
the network level. Future studies may also benefit from longitu-
dinal and process-based approaches to better capture how risk
orientations develop and change over time, particularly during
succession processes. Such designs would allow scholars to move
beyond cross-sectional comparisons and provide deeper insights
into the dynamics of intergenerational transitions in family fran-
chise systems. More broadly, our data did not allow us to observe
SEW dimensions directly. Subsequent studies could incorporate
direct measures of SEW priorities—such as family control con-
cerns, legacy preservation, family identity, or transgenerational
intentions—to test the underlying mechanisms more explicitly.
Finally, given the unique characteristics of franchising as a net-
work-based organizational form, future research could explore
how risk-taking behaviours interact with network-level dynam-
ics, such as franchisee-franchisor relationships, coordination
mechanisms, and reputational spillovers. This would further
advance our understanding of how individual leadership differ-
ences scale into system-wide strategic outcomes.

7. CONCLUSION

This study examined how leadership generation shapes
risk-taking in family franchise firms, and when these genera-
tional differences vary across individual and governance condi-
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tions. Drawing on upper echelons theory, we argued that found-
ers and successors differ in risk-related strategic choices because
they bring different cognitive frames, time horizons, and levels
of discretion to decision making. We complemented this view
with SEW theory, which explains why family leaders may eval-
uate risky actions as mixed gambles that affect both financial
outcomes and socioemotional endowments such as reputation,
identity, and transgenerational continuity (Cruz & Justo, 2017;
Gomez-Mejia et al., 2011). Using primary data from 215 fran-
chise chains, our findings confirm that heirs generally assume
higher risk than founders across positions of ownership, man-
agement and board membership. We also reveal how age, gender
and shareholder type moderate this generation-risk relationship.
Younger leaders and male heirs show higher levels of risk-taking
than their counterparts, while board members—regardless of
generation—tend to adopt more conservative positions, likely
due to collective decision-making dynamics. Collectively, the
findings underscore that risk management in family franchising
is not only a function of market context or governance form, but
also of who leads the organization and how socioemotional pri-
orities interact with discretion and constraints across roles.
These results carry important practical implications for
founders and family owners of franchise systems. First, succes-
sion processes should not be designed solely around generation-
al transfer, but also around the individual risk profiles of succes-
sors. Our findings suggest that younger and successor leaders
tend to display higher risk propensity; therefore, founders may
benefit from gradually involving heirs in strategic decision-mak-
ing and exposing them to structured governance mechanisms
before full leadership transfer. Second, in succession processes,
the suitability of the risk profiles of the successors to the char-
acteristics of the firms and their environments must be assessed.
Whether a leader with a higher or lower risk propensity is suita-
ble for a company depends on both the company s situation and
its environment. A risk-prone leader might be more appropriate,
for example, when the company needs to grow to improve its
competitiveness or operates in highly competitive or technolog-
ical markets (Maseda et al., 2025). A les risk-prone, more con-
servative leader might be suitable when the business is already
profitable and the main objective is to protect dividends and
optimize internal processes (Markin et al., 2024), or in highly
regulated sectors. Third, given the observed gender differences
in risk-taking, family franchise firms may benefit from foster-
ing gender-diverse leadership teams, particularly in ownership
and managerial roles. The presence of female leaders may con-
tribute to more balanced risk decisions, especially in periods of
strategic change or expansion. Fourth, the results highlight the
importance of governance structures in moderating excessive
risk-taking. Board involvement appears to attenuate generation-
al differences in risk propensity, suggesting that founders should
strengthen collective decision-making forums—such as boards
or advisory committees—to counterbalance individual risk pref-
erences during and after succession. Therefore, these practices
can help family franchise firms align entrepreneurial risk-taking
with long-term sustainability. Family franchise firms should ap-
proach succession not only as a transfer of authority, but also as
a transition in risk orientation. Founders may benefit from grad-
ually socializing successors into network-level decision making,

while using boards, advisory committees, and clearly specified
decision rights to prevent excessive risk-taking during and af-
ter succession. More broadly, the results suggest that governance
design can serve as a balancing mechanism, helping family fran-
chisors preserve entrepreneurial adaptability without undermin-
ing long-term network stability.

On the theoretical front we show that risk management in
family franchising is shaped not only by market conditions or
organizational structure, but also by who leads the chain and
how that leader’s generational position interacts with govern-
ance constraints and socioemotional priorities. This helps ex-
plain why family franchise firms facing broadly similar condi-
tions may still pursue markedly different strategic paths. Our
first contribution is to strategic leadership research: we extend
an upper echelons explanation of risk behaviour to the under-
explored context of family franchising and show that genera-
tional leadership is associated with meaningful differences in
risk outcomes, while governance roles condition the extent to
which leader preferences translate into realized risk. Our second
contribution is to family business and franchising research: we
clarify SEW-based mechanisms—especially reputation and leg-
acy concerns—and demonstrate how these mechanisms operate
in a networked brand setting where spillovers magnify the con-
sequences of risk decisions. Together, these contributions help
explain heterogeneity in family franchisor behaviour and con-
nect the franchising context to current debates on family versus
non-family franchisors and ownership-related outcomes.
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APPENDIX. SAMPLE SIZE FREQUENCES

Table A.1
Generation leaders
Generation Sample Percent
Founding leaders 135 62.8
Heir leaders 80 37.2
TOTAL 215 100

Source: Own elaboration.

Table A.2
Generation and leader s age
Leader’s age TOTAL

Mature Young

leader leader
GENERATION mender Leader 75 60 135
Heir Leader 32 48 80
TOTAL 107 108 215

Source: Own elaboration.

Table A.3
Generation and gender
Leader’s age TOTAL

Male Female

leader leader
GENERATION mender Leader 98 37 135
Heir Leader 60 20 80
TOTAL 158 57 215

Source: Own elaboration.

Table A.4
Shareholders’ leaders
Leader s shareholder TOTAL
Mayority Minority Non-
shareholder shareholder shareholder

Founder 72 42 21 135

Leader
GENERATION Hei

eir

Leader 13 49 18 80

TOTAL 85 91 39 215

Source: Own elaboration.
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