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Abstract

Trade credit serves as an accessible financing tool, particularly for firms facing
financial constraints. This study aimed to examine the effect of financial
constraints on the relationship between strategic deviation and trade credit. The
research was applied in purpose and descriptive—correlational in design, and the
data were analyzed using regression techniques. The statistical population
included 124 firms listed on the Tehran Stock Exchange between 2016 and 2024,
yielding 1,116 firm-year observations. The findings indicated a positive and
significant relationship between strategic deviation and the use of trade credit,
which was stronger among firms with severe financial constraints and under high
bankruptcy risk, but weaker in firms with more stable financial conditions.
Multiple sensitivity analyses, including alternative measures of the independent
variable, exclusion of control variables, removal of year and industry effects, and
testing the model with a moderating variable across groups with varying financial
constraints, consistently confirmed the main results. Overall, the results showed
that strategic deviation directly influenced corporate credit policies, with greater
deviation increasing reliance on trade credit, and that financial constraints could
moderate this relationship.
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1. Introduction

Strategic deviation within firms refers to a substantial divergence from the
prevailing norms, conventions, and competitive practices of a given industry.
Such deviation is not limited to superficial differences in tactics but reflects a
deeper commitment to pursuing distinct strategic orientations and allocating
organizational resources in unconventional ways. In many contexts, including
emerging economies, these deviations are often driven by firms’ attempts to
achieve differentiation, create innovative products and services, and ultimately
secure new and more sustainable competitive advantages. By deliberately
distancing themselves from industry routines, firms seek to overcome competitive
inertia, foster innovation, and position themselves as leaders rather than followers.
However, these benefits are rarely cost-neutral. Departures from industry norms
typically require additional and sometimes substantial financial commitments to
support experimentation, innovation, and higher levels of risk-taking. Therefore,
the financing dimension of strategic deviation becomes critical, as firms must
secure adequate resources to sustain their unconventional strategies. The purpose
of this study is to examine whether and how strategic deviation influences firms’
reliance on trade credit as a substitute or a complementary financing source.
Specifically, the research investigates whether firms that deviate more strongly
from industry norms and resource allocation patterns exhibit higher usage of trade
credit, and how this relationship is conditioned by the severity of financial
constraints.

2. Literature Review
In Iran’s economic and financial environment, the financing aspect of strategic
deviation takes on particular significance. The country’s capital markets remain
underdeveloped relative to those of advanced economies, and bank loans
constitute the dominant and often sole source of external financing for most firms.
Yet access to bank credit is limited and frequently subject to strict conditions
imposed by lending institutions, the financial condition of the borrowing firm, and
broader macroeconomic constraints. For many corporations, these restrictions
create persistent financing challenges that constrain their ability to sustain growth
and implement innovative strategies. Within this context, trade credit—defined as
credit extended by suppliers in the form of deferred payments—emerges as an
essential alternative financing mechanism.

Trade credit is not only flexible and relational but also less dependent on
collateral compared to formal bank loans, making it particularly valuable for firms
facing financial constraints. Consequently, understanding how strategic deviation
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interacts with firms’ reliance on trade credit is an important question in both
strategic management and corporate finance, particularly in emerging economies
such as Iran.

3. Methodology

This study is applied in purpose and descriptive—correlational in method, drawing
on an empirical sample of 124 non-financial firms listed on the Tehran Stock
Exchange over the period 2016-2024, yielding 1,116 firm-year observations. To
test the hypotheses, regression analysis techniques were employed, with trade
credit measured through two widely accepted proxies: (i) the ratio of accounts
payable to the cost of goods sold, and (ii) the ratio of accounts payable to total
sales. Strategic deviation was operationalized through six indicators reflecting
firms’ allocation of resources and financial structures: the ratio of net fixed assets
to gross fixed assets, the inventory-to-sales ratio, the selling, general, and
administrative expenses-to-sales ratio, the debt-to-equity ratio, the advertising
expenditures-to-sales ratio, and the R&D expenditures-to-sales ratio. These
variables capture multiple dimensions of deviation, from production intensity to
marketing orientation and financial leverage. To ensure methodological
robustness, principal component analysis (PCA) was applied to these six
variables, producing a composite index of strategic deviation used in sensitivity
analyses. This approach reduces multicollinearity and provides a more
comprehensive representation of deviation patterns.

4. Results and Discussion

The empirical findings consistently demonstrate a positive and statistically
significant relationship between strategic deviation and the use of trade credit.
Firms that pursue greater deviation from industry conventions are more likely to
depend on trade credit financing, suggesting that suppliers play a critical role in
enabling unconventional strategies. Moreover, the relationship between deviation
and trade credit is moderated by financial conditions: the association is stronger
for firms experiencing severe financial constraints or operating under heightened
bankruptcy risk, whereas the relationship weakens for firms in stronger financial
positions or operating within the “safe zone.” These results indicate that trade
credit serves as a crucial financing mechanism precisely when firms need it
most—under conditions of resource scarcity and elevated risk. Robustness checks
further reinforce these findings. The results remain consistent across multiple
sensitivity analyses, including alternative measures of strategic deviation, the
exclusion of control variables, the omission of year and industry fixed effects, and
re-estimation across subsamples classified by financial constraints. Across all
these tests, the central conclusion—that strategic deviation encourages greater
reliance on trade credit—remains stable.
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5. Conclusion

Taken together, the findings contribute several important insights. First, they
highlight the pivotal role of strategic deviation in shaping short-term financing
policies, particularly in environments where bank financing is limited. Second, the
results underscore the substitutive role of trade credit, which allows strategically
deviant firms to overcome financial barriers and continue pursuing innovation.
Third, the study provides evidence from an emerging economy that broadens
existing theoretical discussions in strategic management and corporate finance,
which have largely been developed in advanced markets. From a managerial
perspective, the findings suggest that managers of firms adopting non-traditional
strategies should explicitly incorporate trade credit into their financing portfolios
as a deliberate component of resource planning. Doing so not only sustains their
strategic initiatives but also enhances resilience against financial shocks. From a
policy-making perspective, the results highlight the need for supportive
institutional frameworks that reduce structural barriers in supplier credit markets,
enabling innovative firms to thrive. Ultimately, this study advances the literature
by bridging strategic management and finance perspectives. It demonstrates that
strategic deviation, while a driver of competitive differentiation, simultaneously
creates financing challenges that can be mitigated through reliance on trade credit.
By integrating insights on strategy, finance, and institutional context, the research
offers a comprehensive view of how firms in emerging markets manage the
tension between innovation and resource constraints.
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