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Objective: The aim of this study is to identify the components of financing
through factoring with a risk management approach. Methodology: The
study is applied in nature, cross-sectional in data collection, and
descriptive-survey in its execution. The statistical population consisted of
experts in financial management and accounting with relevant
specializations and at least five years of executive experience in banks.
The sampling method was purposive and chain sampling, with a sample
size of 15 individuals. The data were analyzed using the qualitative method
of thematic analysis. The validity of the research tool was ensured through
thematic analysis, and reliability was confirmed using the test-retest
method and dual coders. Findings: The results indicated the identification
of 14 basic themes, 5 organizing themes, and 1 overarching theme for the
model. The organizing themes include financial risk management,
selection of factoring as a financing method, economic and financial
factors, relationships with factoring companies, and interaction with
business partners. Each of these themes emphasizes various processes
essential to managing financial risks and decision-making in the use of
factoring within organizations. Conclusion: The findings suggest that
factoring, as a financing method, can contribute to improving liquidity and
profitability when financial risks are managed effectively. Moreover,
establishing effective relationships with factoring companies and setting
terms of interaction with business partners are key factors for the
successful implementation of this financing method.
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EXTENDED ABSTRACT
Introduction

Financing and risk management are critical components for the sustainability and success of
businesses, especially in unstable economic conditions. One of the emerging financial methods that has
garnered attention in recent years, particularly in listed and non-listed companies, is factoring. Factoring
allows companies to sell their receivables to banks or financial institutions for immediate cash flow,
helping to address liquidity issues. However, the process is not without challenges, the most significant
being managing the risks associated with factoring (Adeleke et al., 2016). Effective risk management has
become vital across various sectors, including construction, agriculture, and finance, due to its role in
identifying, assessing, and mitigating financial risks (Ajayi, 2022).

Previous studies have highlighted the importance of effective risk management in various sectors,
such as construction, where risks are multifaceted and include financial, operational, and supply risks
(Ajayi, 2022). Similarly, in agriculture, risk management is critical to prevent significant financial losses
(Duong et al., 2019). In the context of factoring, risk management becomes even more crucial as it can help
companies minimize the financial risks associated with short-term financing (Albogamy & Dawood, 2015).
Previous research has also suggested that the proper selection of factoring companies and effective
interaction with business partners are key to the success of using this financing method (Almutahir, 2024).
Additionally, financial risk management plays a critical role in enhancing the financial performance of
companies (Abotsi et al., 2014). The aim of this study is to identify the components of financing through
factoring with a risk management approach.

Methodology

This research is applied in nature, cross-sectional in data collection, and descriptive-survey in
methodology. The study uses a qualitative approach to explore the subject of factoring and risk
management. In addition to theoretical foundations, semi-structured interviews were conducted to gain
deeper insights into the topic. Experts in financial management and accounting with relevant experience,
including those with at least five years of management experience in banks, formed the study's statistical
population. A purposive and chain sampling method was employed, resulting in a sample size of 15
participants.

The semi-structured interviews continued until theoretical saturation was achieved. The research
ensured validity by using both literature and interviews, where coding techniques and triangulation with
multiple data sources (books, articles, reports) were used. A gquantitative approach was also employed to
confirm the findings from the qualitative analysis. The qualitative findings were shared with experts to
ensure the identified themes aligned with the research objectives, and adjustments were made based on
their feedback.

The study reduced the initial 127 identified basic themes to 57 after merging some and eliminating
others that were not relevant. A questionnaire based on these themes was then given to 15 experts to verify
the connection between the themes and the proposed model. According to the experts, all identified themes
were relevant to the model, confirming the study's validity.
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To ensure reliability, two methods were used: test-retest and dual coding. Three interviews were
selected as samples and recoded after a month, achieving a 77% agreement between coders, exceeding the
acceptable threshold of 60%. The research followed a comprehensive step-by-step thematic analysis
approach, combining the methods proposed by King and Horrocks (2010), Braun and Clarke (2006), and
Attride-Stirling (2001), detailing a structured process of text analysis, interpretation, and theme
integration.

Findings

The research aims to identify the components of financing through factoring with a risk
management approach. The results revealed 14 basic themes, 5 organizing themes, and 1 overarching
theme to develop the model.

1. Financial Risk Management: This organizing theme includes processes for managing and
controlling financial risks, such as developing risk management strategies, forecasting risks, and
identifying the financial risks specific to factoring. It emphasizes the need for proper strategies to
manage and mitigate financial risks, particularly in factoring activities.

2. Factoring as a Financing Method: This theme focuses on selecting and analyzing different types
of factoring, including evaluating the advantages and disadvantages. It involves choosing the
appropriate type of factoring (e.g., accounting or confirmed factoring) and assessing its impact on
organizational financial flexibility and profitability.

3. Economic and Financial Factors: This theme addresses the financial and economic impacts of
factoring, such as improving profitability and liquidity. It involves analyzing factors such as cash
flow, profitability, and establishing relationships with financial institutions and risk management
organizations to enhance financial processes.

4. Relationships with Factoring Companies: This theme involves negotiations with factoring
companies to agree on contractual terms, selecting the right factoring partners, and maintaining
continuous communication to ensure the effective execution of contracts and financial
arrangements.

5. Business Partner Interaction: This theme focuses on interactions with vendors and customers,
creating factoring agreements, and setting conditions for partnerships. It highlights the importance
of effective communication, financial agreements, and managing business relationships to improve
cash flow and financial stability.

Discussion and Conclusion

The research aims to identify the components of financing through factoring with a risk
management approach. The findings suggest that factoring, as a financing method, can contribute to
improving liquidity and profitability when financial risks are managed effectively. Moreover, establishing
effective relationships with factoring companies and setting terms of interaction with business partners
are key factors for the successful implementation of this financing method. These findings align with prior
studies that emphasize the importance of choosing appropriate financial methods to improve business
performance and reduce financial risks (Abotsi et al., 2014). For instance, Adeleke et al. (2016) and Akatov



et al. (2019) similarly found that effective risk management and strategic interaction with financial
institutions are key to reducing financial risks and improving business outcomes (Adeleke et al., 2016;
Akatov et al., 2019). Moreover, this study found that financial risk management acts as a critical bridge
between selecting factoring and achieving better financial outcomes. This result supports previous
research by Aghajanian and Seyedaliakbar (2015), which demonstrated that financial risk management is
essential for optimizing business decisions and improving economic performance (Aghajanian &
Seyedaliakbar, 2015). Albogamy and Dawood (2015) further suggested that effective financial risk
management is vital for companies to improve their financial stability and reduce operational risks
(Albogamy & Dawood, 2015). This study also found that factors such as effective communication with
factoring companies and interaction with business partners are key to successfully implementing factoring.
This finding is consistent with research by Alekseev et al. (2023) and Akatov et al. (2019), which
emphasized the importance of strong relationships with business partners in minimizing financial risks
and improving financial performance (Akatov et al., 2019; Alekseev et al., 2023). Managing these
relationships is crucial for reducing operational risks and enhancing the overall success of factoring as a
financing method. In conclusion, the proposed model demonstrates that selecting factoring as a financial
method and effectively managing financial risks significantly improve interactions with financial
institutions and economic performance. These findings align with prior research that highlights the
importance of strategic financial decisions and risk management in enhancing business performance
(Hosseini et al., 2016). Companies are advised to carefully select their financing methods and implement
robust financial risk management strategies to achieve better economic outcomes. This study contributes
to the growing body of literature on factoring and risk management by offering a comprehensive model
that can be applied in listed and non-listed companies.
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