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CrossMark

The aim of the present study is to examine the current status of financial risk management in
knowledge-based startup companies of auditing firms located in Tehran provinces. The research
method is descriptive-survey. The statistical population includes all senior and middle managers of
auditing firms located in Tehran provinces, with a total of 112 individuals, of whom 87 were selected
based on Morgan's table. In this study, simple random sampling was used to select the statistical
samples. A questionnaire was utilized for data collection. The risk management questionnaire
included causal factors (opportunity identification, financing), contextual conditions (material and
moral support from the government, business expansion speed, competitors, profitability stabilization
stage, environmental turbulence, technology, market), intervening factors (consulting, environmental
uncertainties, financial risk hazards, research challenges, threats and weaknesses), marketing
(financial strategies, inability to develop and implement financial strategies, weaknesses in executive
management), and outcomes and feedbacks (fulfillment of social responsibilities, increased investor
confidence, profitability effectiveness). These were identified as factors influencing the recognition of
financial risk management in knowledge-based companies in Tehran province. To confirm the
reliability and validity of the data collection tool, Cronbach's alpha was used, and expert opinions from
management specialists were considered. Structural equation modeling tests revealed that: the
inability to implement financial strategies and financial risk management in Tehran-based knowledge-
based startups has a factor loading of 0.48; social and physical responsibility fulfillment and financial
risk management in Tehran-based knowledge-based startups have a factor loading of 0.51;
competitive strategy adoption and financial risk management in Tehran-based knowledge-based
startups have a factor loading of 0.79; governmental financial and technical support and financial risk
management in Tehran-based knowledge-based startups have a factor loading of 0.63; attracting
investors in financial risk-taking projects and financial risk management in Tehran-based knowledge-
based startups have a factor loading of 0.68; executive management weaknesses and financial risk
management in Tehran-based knowledge-based startups have a factor loading of 0.43; and identifying
entrepreneurial opportunities and financial risk management in Tehran-based knowledge-based
startups have a factor loading of 0.37. These relationships are direct and statistically significant. In this
study, the t-values for the financial risk management dimensions were estimated to range from 2.57
to 7.21, with the highest t-value corresponding to attracting investors in risk-taking financial projects
(M5) and the lowest t-value corresponding to the inability to implement financial strategies (M1).
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Introduction

Risk management has increasingly become a vital mechanism for organizational leaders aiming to
navigate dynamic business environments and enhance overall effectiveness (Cai, 2024; Hristov et al., 2024).
Its rise to prominence can be viewed as a response to rapidly evolving global contexts, heightened legal
pressure, and the need for organizations to manage various forms of risk. In recent years, the importance
of risk management has further intensified due to a multitude of corporate scandals, instances of fraud,
and the growing complexity of business operations and regulatory oversight (Shad et al., 2019).

The International Organization for Standardization (ISO) defines risk as a combination of the
probability of an event and its consequences (Olawale et al., 2024). Accordingly, risk identification within
an organization often involves systematically pinpointing all possible risks and assessing the likelihood
of each occurrence. Enterprise risk management (ERM) stems from this foundational work, helping
organizations design ongoing, structured processes aimed at determining, evaluating, responding to, and
monitoring key threats and opportunities that may affect the achievement of strategic objectives
(Pourahmadi & Farsadamaneh, 2021).

Prior research and practical applications of ERM suggest that adopting a holistic approach to risk
can potentially improve organizational performance (Florio & Leoni, 2017). By carefully structuring a risk
management system, companies may mitigate both direct and indirect costs, as well as reduce exposure
to market fluctuations, liquidity constraints, and other uncertainties (Wang et al., 2018). While the primary
components of risk management typically encompass identifying, measuring, and controlling risk, many
organizations find it challenging to align these processes effectively in practice.

Moreover, risk management holds special significance for corporate financial managers, given
their pivotal role in investment decisions and the pursuit of raising capital (Aghasi et al., 2016). The value
of a company depends on how risk is perceived and managed, influencing decisions regarding capital
allocation and project selection. Factors such as financial literacy, resource availability, and financial
management capabilities can thus provide critical insights into how managers make decisions under
uncertainty (Agyapong & Attram, 2019). Furthermore, financial literacy, innovative capacity, and human
capital have been found to impact the competitive advantage and overall performance of smaller firms
(Ferreiraetal., 2019). Yet, for new ventures, such as startups, effectively securing financing and managing
the risks associated with innovative ideas continue to pose significant challenges (Jafari Fesharki et al.,
2020; Shahrabi et al., 2021).

Startups, in particular, face a broad spectrum of financial risks due to uncertainties tied to market
acceptance, regulatory constraints, and technical feasibility. They often require investors who are willing
to provide financial resources in exchange for equity or partnership, hoping that the potential of high
returns offsets the elevated risks. In many instances, poor risk management in startup contexts can lead to
failing projects or unproductive resource allocation. As a result, the question of how best to identify and
manage financial risks in early-stage companies becomes paramount for sustaining business growth and
technological innovation (Shahrabi et al., 2021).

Consequently, the present study explores the most critical components of financial risk
management in early-stage, knowledge-based firms. By examining how various factors—ranging from
market characteristics to regulatory environments—shape strategic risk decisions, this research aims to
provide a suitable model for improved risk control. Specifically, it addresses four key questions: (1) What
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are the dominant financial risk factors impacting startups? (2) How do these factors manifest within
different organizational contexts? (3) How effectively do existing management strategies address these
risks? and (4) To what extent can a proposed integrated model serve as a best practice framework for
managers and investors?

Methods and Materials

This research employed a quantitative methodology, targeting senior and mid-level managers of
knowledge-based startup companies. The research design falls under the category of applied studies, using
a correlational approach to examine the relationships among identified variables. A total of 112 managers
constituted the study population, and based on standard sample size guidelines, 87 respondents were
selected through simple random sampling. Data were collected using a researcher-designed questionnaire,
which consisted of 41 items measuring the constructs of interest.

Each item on the questionnaire was rated on a five-point Likert scale, where responses ranged from
“strongly disagree” to “strongly agree.” Prior to administering the final instrument, content validity was
evaluated through a panel of experts in startup risk management, and any ambiguous or redundant items
were revised. To gauge internal consistency, Cronbach’s alpha coefficients were calculated for all study
variables and subdimensions, consistently exceeding 0.80, which indicates strong reliability.

After data collection, initial screening procedures were carried out to detect missing responses or
outliers. The subsequent data analysis comprised descriptive statistics to examine sample demographics
and mean scores per variable, followed by inferential tests for hypothesis evaluation. Specifically, one-
sample t-tests were used to determine whether the mean scores of crucial risk indicators significantly
exceeded theoretical midpoints. Furthermore, exploratory factor analysis (EFA) helped identify core
dimensions of financial risk management, and confirmatory factor analysis (CFA) was deployed to
validate measurement models. Finally, structural equation modeling (SEM) was performed to investigate
the overall fit of the proposed risk management framework. Multiple fit indices, including the chi-square
to degrees of freedom ratio, goodness-of-fit index (GFI), and root mean square error of approximation
(RMSEA), were reported.

Findings and Results

Results indicated that the sampled startup companies regarded financial risk management as a
pivotal factor in achieving sustainable growth. The analysis revealed that insufficient funding or poorly
allocated financial resources constituted a principal challenge, especially in the early stages of business
growth. Exploratory factor analysis identified multiple dimensions influencing financial risk management,
including technical innovation capabilities, robust market research, investor involvement, legal
compliance, and strategic financial planning.

Questionnaire items capturing the companies’ orientation toward innovation and technology
scored consistently high, suggesting that being at the forefront of technological advances remains a key
driver for acquiring competitive edges. Conversely, items related to legal structures and ensuring robust
contractual agreements had comparatively lower average scores, indicating that such considerations might
receive less attention in the startup environment.
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Confirmatory factor analysis supported the multidimensional nature of the measurement model,
with strong factor loadings observed for items related to market strategy and entrepreneurial readiness. A
one-sample t-test comparing the collected data against a midpoint threshold showed that the overall mean
score for financial risk management was significantly above the neutral point, implying that respondents
generally perceived their companies to engage in moderate-to-high levels of risk management activities.

Additionally, further investigation into the specific risk indicators revealed that the three highest-
rated items included “Identifying a clear target market,” “Maintaining technical expertise with up-to-date
technology,” and “Leveraging external financial sponsors for new projects.” Conversely, lower-rated
items focused on “Locating in or near special economic free zones,” “Bank loans and non-bank facilities,”
and “Selling part of the company as minor equity,” highlighting a relative disinterest or perceived
difficulty in these strategies.

Finally, the structural equation modeling provided strong evidence for the overall fit of the
proposed risk management framework. Most indices indicated that the model adequately explained
variations in startup firms’ capacity to handle financial risks. In particular, high loading factors were
associated with the dimension capturing an organization’s capacity for strategic competition, while
comparatively modest loadings appeared for entrepreneurial opportunity recognition.

Conclusion

The findings suggest that knowledge-based startups benefit significantly from consistent and
proactive financial risk management practices. Having a firm handle on market dynamics, including
consumer demand and competitive threats, appears critical for strategizing effective risk responses.
Although technology-driven firms often focus on product development and innovative features, attention
to legal, structural, and regulatory aspects can further stabilize their operations and expand financing
opportunities.

In light of the data, it becomes clear that successful financial risk management requires both
internal competencies—such as managerial expertise and technical know-how—and external resources,
including sponsorship, investor support, and an environment conducive to new business ventures. By
establishing clear procedures for allocating capital and monitoring potential threats, startups can mitigate
the likelihood of funding disruptions and unexpected market fluctuations.

Additionally, the results underscore the importance of aligning decision-making processes with
transparent metrics for evaluating risk at every stage of growth. This alignment can help startups move
beyond ad-hoc solutions and adopt a more strategic stance in selecting projects, engaging with investors,
and determining feasible market segments. While bank loans and minor equity sales were less frequently
favored, there may be contexts in which these methods offer valuable alternatives, especially if carefully
weighed against other available forms of financing.

A well-defined model incorporating financial, managerial, and market-related factors should
encourage comprehensive planning and early identification of potential pitfalls. Clarity about the
business’s target audience, combined with a thorough exploration of market trends, can minimize the
uncertainty around consumer uptake. When startups pair these approaches with rigorous legal assessments
and robust managerial structures, they can cultivate resilience and position themselves for sustainable
development.
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Overall, the study highlights how integrating various dimensions of risk management can propel
the growth and stability of startups seeking to compete in innovation-intensive markets. Ultimately,
fostering a risk-aware culture—one that values continuous learning, agile adaptation, and stakeholder
collaboration—can enable these emerging companies to secure the resources needed for steady progress
and to transition successfully from ideation to market leadership.
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