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Abstract Many of large corporations are owned by large shareholders which
substantially take controls of the firms. We consider the situation under
which the founder of the firm decides whether or not to form an outside
blockholder by selling a block of the shares to the investor that is better at
improving the performance of the firm than the founder. We show that the
founder tends to relinquish the control rights to the investor with a larger
fund for purchasing the block. Furthermore, the investor becomes a control-
ling blockholder by purchasing more than a half of the shares. Our results
have some implications for the relationship between the allocation of control
rights and the size of the investor’s fund and for the segmentation of the sell-

ing price of the stock.
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