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Abstract:

The aim of the present study was to design a model of factors affecting capital structure based on the balanced scorecard,
considering the role of financial resilience. This research, using a qualitative approach and grounded theory methodology,
was conducted through semi-structured interviews with 8 experts and senior managers of banks listed on the Tehran Stock
Exchange. The study provided an in-depth identification of the conceptual model of factors influencing capital structure
through a combined approach. The findings indicated that components such as liquidity, credit risk, asset quality, statutory
reserves, and shareholders’ equity play causal roles in the formation of capital structure. At the contextual level, factors such
as the internal control system and the asset—liability management system provide the executive and operational basis for
these decisions. Factors such as customer satisfaction, information sharing, and innovation, as intervening variables, can act
as facilitators or constraints, influencing the way capital structure interacts with its surrounding environment. Strategies such
as establishing an integrated risk management system and enhancing transparency and stakeholder engagement, as
overarching orientations, guide capital structure toward resilience. Ultimately, consequences such as financial structure
sustainability, improvement of financial resilience, deepening of public trust, and enhancement of bank performance
represent the tangible outcomes of this structure within a resilient and forward-looking framework. The results of this study
demonstrate that the capital structure of banks is the product of systematic interactions among various factors, and that the
balanced scorecard approach, combined with financial resilience, provides an effective framework for strategic decision-
making. This model can strengthen financial stability and public trust in the banking system.
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Extended Abstract

Introduction

Capital structure has long been considered one of the most crucial components of financial decision-making, particularly
in the banking sector where the balance between debt and equity carries significant implications for sustainability, risk
management, and institutional trust. Theories such as the static trade-off theory and pecking order theory provide conceptual
underpinnings for understanding how banks approach capital structure decisions, emphasizing the trade-off between tax
benefits, bankruptcy costs, and the sequencing of financing sources (Hong & Jason, 2006; Nazari et al., 2019). However,
modern perspectives highlight that capital structure is not static but rather dynamic, shaped by a multitude of internal and
external forces that evolve over time (Chen et al., 2021; DeAngelo et al., 2011).

Banking institutions are particularly sensitive to capital structure choices due to their debt-driven operations, stringent
regulatory environment, and high exposure to systemic risk (Khan et al., 2021). Factors such as liquidity, asset quality, credit
risk, and statutory reserves often play decisive roles in shaping banks’ capacity to absorb shocks and maintain solvency.
Research indicates that banks with stronger asset quality and higher capital adequacy ratios demonstrate greater resilience
in times of crisis (Farahani & Sabouri, 2020; Sarehangi, 2023). Similarly, the availability of liquidity buffers has been found to
stabilize banking operations during financial turbulence (Budnik & Bochmann, 2017).

An increasingly prominent concept in recent literature is financial resilience, which extends beyond conventional
indicators of stability to encompass adaptability, recovery capacity, and long-term sustainability (Cornaro, 2023; Hamid et al.,
2020). Financial resilience emphasizes the ability of banks not only to withstand shocks but also to reorganize and realign
strategies in response to evolving environments (Gray, 2002). This concept becomes especially critical in contexts such as
Iran, where economic volatility, currency fluctuations, and regulatory uncertainties impose multifaceted challenges on
financial institutions (Mohammadbeigi, 2024).

Another important framework that has gained traction in analyzing complex organizational phenomena is the Balanced
Scorecard (BSC). By integrating financial and non-financial perspectives—namely financial, customer, internal processes, and
learning/growth—the BSC provides a comprehensive tool for aligning strategic objectives with operational metrics (Nikbakht
& Rahimi Pour, 2022). Its strength lies in balancing traditional accounting-based measures with forward-looking performance
indicators, thereby enabling managers to make more informed strategic choices. Applying the BSC in banking, particularly in
combination with financial resilience, offers a powerful mechanism for understanding how diverse factors interact to shape
capital structure and long-term performance.

Empirical studies reinforce the importance of governance, transparency, and stakeholder engagement in shaping resilient
capital structures. For instance, research on MENA banks highlights how effective corporate governance mechanisms
strengthen financial outcomes and protect against crises (El Chaarani et al., 2022). Similarly, longitudinal and cross-country
analyses emphasize the role of intellectual capital, board composition, and innovation in shaping financial resilience
(Homayoun et al., 2024; Nawaz & Ohlrogge, 2023). Moreover, evidence from both Islamic and conventional banks indicates
differences in capital structure dynamics, reflecting institutional, regulatory, and cultural contexts (Hoque & Liu, 2022; Kim
et al., 2023).

Building on this literature, the present study aims to design a model of factors influencing banks’ capital structure by

employing the Balanced Scorecard framework while incorporating financial resilience as a central dimension. Unlike purely
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quantitative approaches, this study uses a qualitative grounded theory methodology to explore deeply embedded patterns,
thereby providing an integrative perspective on how causal, contextual, intervening, and strategic factors interact to shape
outcomes.

Methods and Materials

This study adopted a qualitative design rooted in grounded theory methodology, which is particularly suitable for contexts
where theoretical frameworks are underdeveloped or fragmented. Data were collected through semi-structured interviews
with eight senior managers and experts from banks listed on the Tehran Stock Exchange. Participants were selected using
purposive and snowball sampling to ensure that individuals with substantial expertise and direct experience in capital
structure and financial resilience were included.

Interviews were conducted until theoretical saturation was reached, meaning that additional data collection no longer
yielded new insights. The transcribed data were analyzed using a three-stage coding process: open coding to identify initial
concepts, axial coding to group these concepts into categories, and selective coding to integrate categories into a coherent
conceptual model.

To ensure reliability and validity, the study employed several trustworthiness criteria, including credibility, transferability,
dependability, and confirmability. Strategies such as member checking, expert feedback, and triangulation of perspectives
were used to strengthen the interpretive robustness of the findings. The final conceptual framework was validated through
iterative comparison between emergent data patterns and existing theoretical constructs.

Findings

The coding process led to the identification of 15 primary categories, grouped into five overarching dimensions: causal
conditions, contextual conditions, intervening variables, strategies, and consequences.

Causal conditions included liquidity, credit risk, asset quality, statutory reserves, and shareholders’ equity. These elements
were found to be the fundamental drivers shaping banks’ capital structure decisions. For instance, higher liquidity levels
allowed banks to extend credit and expand operations, while weak asset quality increased vulnerability to default risks.

Contextual conditions centered on internal control systems and asset—liability management systems, both of which
provided the operational and regulatory environment within which capital structure decisions were made. Effective internal
controls were associated with greater transparency, accountability, and prevention of resource misallocation.

Intervening variables such as customer satisfaction, information sharing, and innovation emerged as influential factors
that could either facilitate or constrain the effectiveness of capital structure strategies. Satisfied customers and efficient
information-sharing practices strengthened deposit stability, while innovation enhanced competitiveness and adaptability.

Strategies included the establishment of integrated risk management systems and efforts to enhance transparency and
stakeholder engagement. These strategies directed banks toward proactive resilience building, mitigating risks, and
improving long-term alignment between resources and obligations.

Consequences of these interactions manifested in three main outcomes: sustainability of the financial structure, improved
financial resilience, and strengthened public trust. These outcomes demonstrated that when banks effectively integrate
causal, contextual, and intervening factors with robust strategies, they achieve not only stability but also future-oriented
resilience.

Discussion and Conclusion
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The study’s findings highlight the multidimensional and interactive nature of capital structure in the banking sector. Rather
than being determined solely by traditional metrics such as debt-to-equity ratios, capital structure emerges from a complex
interplay of financial, institutional, behavioral, and strategic factors. The identification of liquidity, asset quality, credit risk,
and reserves as causal factors underscores the fundamental importance of core financial health in shaping structural
decisions.

The role of contextual factors such as internal controls and asset—liability management points to the necessity of strong
governance and operational systems. Banks that neglect these dimensions are at risk of resource misallocation, inadequate
oversight, and eventual instability. Intervening variables like customer satisfaction and innovation emphasize that resilience
is not merely a financial construct but also a relational and adaptive one, shaped by the bank’s capacity to engage with
stakeholders and respond to environmental changes.

Strategic initiatives such as risk management integration and transparency efforts further highlight that resilience requires
intentional and forward-looking approaches. These strategies not only safeguard against immediate shocks but also
contribute to the long-term trust and legitimacy of banking institutions. Trust, in particular, was found to be a critical
outcome, reflecting how transparency and stakeholder engagement reinforce depositors’ and investors’ confidence, which
in turn strengthens the financial base.

The consequences observed—financial sustainability, resilience, and trust—are particularly relevant for banks operating
in volatile economies. The findings suggest that the combination of a Balanced Scorecard perspective with financial resilience
provides a comprehensive and practical framework for understanding and improving capital structure decisions. By bridging
financial indicators with broader strategic and relational dimensions, the model developed in this study offers insights that
extend beyond conventional static theories.

In conclusion, this study underscores the necessity of moving beyond reductionist approaches to capital structure by
adopting integrative frameworks that capture the dynamic and systemic nature of financial decision-making. For banks in
environments characterized by uncertainty and instability, such as Iran, the integration of Balanced Scorecard perspectives
with financial resilience is not only theoretically enriching but also pragmatically essential. The model proposed has the
potential to guide policymakers and managers in designing strategies that enhance stability, adaptability, and long-term trust

within the banking system.
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