ACCOUNTING, FINANCE AND COMPUTATIONAL INTELLIGENCE

Identifying Key Factors in Financial Decision-Making of Knowledge-
Based Company Managers

Article history @ a
1. Mohammad Hossein Fazeli Nia(': Department of Accounting, Shahid Beheshti University, =

Tehran, Iran
Received: 28 January 2024

Revised: 02 March 2024
2. Alireza Nourbakhsh Zadeh™*: Department of Financial Management, Shahid Beheshti Accepted: 14 March 2024
University, Tehran, Iran. Email: nourbakhsh.zadeh.ali@yahoo.com (Corresponding Author) Published: 09 April 2024

—

Abstract:

This study aimed to identify key factors influencing the financial decision-making of managers in knowledge-based companies. This study
was conducted using a qualitative approach and inductive content analysis. Data were collected through semi-structured interviews with
22 managers of knowledge-based companies based in Tehran. Participants were selected using purposive sampling, and data collection
continued until theoretical saturation was reached. The collected data were analyzed using NVivo software through three coding stages:
open, axial, and selective coding. The results revealed that financial decision-making in knowledge-based companies is influenced by four
main categories: individual factors, organizational factors, environmental factors, and financial strategies. Individual factors included
financial literacy, managerial experience, and psychological traits of managers. Organizational factors encompassed organizational
structure, human resources, financial culture, and IT infrastructure. Environmental factors comprised economic conditions, financial
regulations, and market competition. Financial strategies included financing policies, risk management, and financial planning. The findings
indicate that financial decision-making in knowledge-based companies is influenced by a complex set of factors. Understanding these
factors can help managers make more informed and effective financial decisions. Enhancing financial literacy among managers, developing
financial infrastructure, and improving regulatory support for knowledge-based companies are key strategies for improving financial

decision-making in these companies.
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Extended Abstract

Introduction
Financial decision-making is a fundamental aspect of management in knowledge-based companies, significantly impacting
their performance, sustainability, and growth. These companies, driven by innovation and technology, face unique financial

challenges due to their reliance on intellectual capital rather than tangible assets (Robinson & Sensoy, 2021). Unlike
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traditional enterprises, knowledge-based companies operate in rapidly evolving environments where uncertainty, high-risk
investments, and market fluctuations influence financial strategies (Kerr et al., 2014). As a result, financial decision-making in
these firms is a complex process influenced by various internal and external factors (Cumming & Vismara, 2017).

Previous research suggests that financial decision-making is shaped by a combination of individual, organizational, and
environmental factors (Brinckmann et al., 2019). Individual factors, such as the financial literacy and psychological traits of
managers, play a critical role in determining financial strategies (Holmes et al., 2010). Managers with extensive industry
experience and strong financial knowledge are more likely to make informed and rational financial decisions (Hallen &
Eisenhardt, 2012). Additionally, risk tolerance and financial self-confidence influence investment choices and funding
preferences (Fraser et al., 2015).

Organizational factors also contribute to financial decision-making. The structure of the company, internal financial
controls, corporate culture, and human resources all affect financial choices (Davila et al., 2015). Firms with flexible financial
structures and strong financial reporting mechanisms are better equipped to navigate economic fluctuations and optimize
financial planning (Vanacker et al., 2017). Furthermore, the presence of an experienced financial team and access to accurate
financial data enhance decision-making capabilities (Kotha et al., 2018).

Beyond internal factors, financial decision-making in knowledge-based companies is also shaped by external influences,
including economic conditions, regulatory frameworks, and market competition (Gompers & Lerner, 2004). Economic
volatility, inflation rates, and government policies play a critical role in shaping financial strategies (Autio & Rannikko, 2016).
Research indicates that companies operating in highly volatile markets tend to adopt conservative financial strategies to
mitigate risks (Cassar, 2004). Additionally, financial regulations and access to government support significantly affect the
financing choices available to these companies (Block et al., 2018).

Given the complexity of financial decision-making in knowledge-based firms, a deeper understanding of the key factors
influencing this process is essential. The purpose of this study is to identify and analyze the core factors affecting the financial
decision-making of managers in knowledge-based companies. By exploring individual, organizational, and environmental
influences, this research aims to provide insights that can enhance financial decision-making and support the sustainable
growth of knowledge-based enterprises.

Methods and Materials

This study employed a qualitative research approach using inductive content analysis to explore the key factors influencing
financial decision-making in knowledge-based companies. The data were collected through semi-structured interviews with
22 managers of knowledge-based companies based in Tehran. Participants were selected using purposive sampling, ensuring
that they had substantial experience in financial decision-making within their respective companies. The interviews continued
until theoretical saturation was reached, meaning no new insights emerged from additional participants.

Data were collected through face-to-face and virtual interviews, with each session lasting approximately 45 to 60 minutes.
The interview questions were designed based on theoretical frameworks and previous studies and were refined during the
research process as necessary. All interviews were recorded with the informed consent of participants and transcribed
verbatim for analysis.

The collected data were analyzed using NVivo software. A three-stage coding process was employed, consisting of open

coding, axial coding, and selective coding. In the open coding phase, key concepts were extracted from the interview
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transcripts. In the axial coding phase, these concepts were grouped into categories based on thematic similarities. Finally, in
the selective coding phase, overarching themes were identified, representing the core factors influencing financial decision-
making in knowledge-based companies. To ensure the reliability and validity of the analysis, peer reviews and participant
validation were conducted.

Findings

The findings of this study revealed that financial decision-making in knowledge-based companies is influenced by four
main categories: individual factors, organizational factors, environmental factors, and financial strategies.

Individual factors were found to play a crucial role in shaping financial decisions. The financial literacy of managers was
identified as a key determinant, influencing their ability to interpret financial data and assess investment risks. Additionally,
managerial experience emerged as an important factor, with more experienced managers demonstrating greater confidence
in financial decision-making. Psychological traits, including risk tolerance, financial self-confidence, and the ability to manage
financial uncertainty, were also significant contributors to decision-making behaviors.

Organizational factors were another major influence on financial decision-making. The structure of the organization,
including the degree of financial decentralization and the presence of financial control mechanisms, impacted the decision-
making process. Companies with well-defined financial reporting systems and integrated financial technologies exhibited
more strategic and data-driven financial decisions. Furthermore, human resource capabilities, particularly the expertise of
financial teams and access to professional financial consultants, were identified as critical enablers of effective decision-
making.

Environmental factors were also found to be highly influential in shaping financial strategies. Economic conditions, such
as market fluctuations, inflation, and exchange rate instability, created significant challenges for financial planning.
Government regulations, including tax policies and financial reporting requirements, played a crucial role in determining the
financial behaviors of knowledge-based companies. Additionally, competitive pressures from rival firms and the pace of
technological advancements forced managers to adopt adaptive and innovative financial strategies.

Financial strategies emerged as the fourth major category, encompassing various approaches to financing, risk
management, and financial planning. The study found that managers relied on a mix of funding sources, including venture
capital, government grants, bank loans, and crowdfunding, depending on their financial needs and market conditions. Risk
management practices varied across firms, with some companies implementing advanced financial modeling and predictive
analytics to mitigate uncertainties. Long-term financial planning, including scenario analysis and strategic forecasting, was
also a common practice among managers seeking to enhance financial stability and business growth.

Discussion and Conclusion

The findings of this study highlight the complex interplay of individual, organizational, and environmental factors in
shaping financial decision-making in knowledge-based companies. The role of financial literacy and managerial experience
underscores the importance of continuous education and professional development for business leaders. Enhancing financial
knowledge and risk assessment capabilities can significantly improve the quality of financial decisions and investment
strategies.

Organizational factors, particularly financial infrastructure and human resource capabilities, were identified as key

determinants of financial decision-making effectiveness. The adoption of integrated financial management systems and the
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recruitment of skilled financial professionals can enhance decision-making accuracy and efficiency. Organizations that
prioritize financial transparency and accountability are better positioned to navigate financial uncertainties and achieve long-
term stability.

The impact of environmental factors on financial decision-making underscores the need for adaptive financial strategies.
Given the dynamic nature of economic conditions and regulatory frameworks, managers must remain agile in their financial
planning and risk management approaches. Strengthening financial resilience through diversified funding sources and
strategic alliances can mitigate the effects of market volatility and regulatory changes.
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