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Abstract

In today's complex and competitive world, startups need strong and
up-to-date knowledge management to identify opportunities and
create innovation. In this regard, knowledge management can help
startups create effective innovations by utilizing accurate
information and using it in a timely manner and maintain their
position in the competitive market. Therefore, the purpose of this
study is to examine the impact of knowledge management on the
performance of Iranian startups, focusing on the mediating role of
digital innovation and the moderating role of strategic flexibility,
which has not been examined in previous studies. This study is
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quantitative and of the type of applied studies. The statistical
population includes 1321 startups nationwide. Data was collected
through a standard questionnaire and through the opinions of
startup managers. Data analysis was evaluated using structural
equation modeling and partial least squares. The findings reveal
that knowledge management has a direct and positive effect on the
performance of startups. Additionally, digital innovation
strengthens the relationship between knowledge management and
performance as a mediator, while strategic flexibility positively
moderates this relationship. This research contributes by
introducing a new model to improve startup performance,
demonstrating that digital innovation and strategic flexibility are
critical factors in enhancing the effect of knowledge management
on startup performance.

1. Introduction

In today's complex situation, which has created heavy competition for
firms, identifying opportunities and focusing on them is of great
importance for competition and survival. In recent decades, due to
their agility and quickness, startup firms focused more on various
issues in a specialized manner and caused great growth in various
fields such as research, opportunity identification, idea generation,
innovation-oriented, etc. In this regard, for such companies,
knowledge management can be of great importance, because the
identification of accurate and up-to-date knowledge and its timely use
can help in creating innovations. For this reason, focusing on
knowledge management to improve the performance of Iranian
startups by emphasizing strategic flexibility and digital innovation is a
key point for these firms that has not been evaluated in previous
studies, and this study can play an important role in filling this gap.
On the other hand, innovation literature shows that its relevance and
importance for economic growth is significant and shows that
innovation is a multifaceted socio-cultural development that affects
different stakeholders and sources of knowledge. In addition,
emerging studies show that the changes created by the digital
economy require digital innovation and agility that can be applied by
firms in the form of using internal capabilities such as knowledge
management to improve performance. Currently, how technology is
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changing rapidly has forced all companies to strengthen their
knowledge assets as a tool to foster innovation. Therefore, in
recognizing the value of digital innovation, research in the field of
knowledge management practices and activities can be an effective
factor in improving the performance of firms that have limited
resources. Based on this, the aim of this article is to investigate the
mediating role of digital innovation and the moderating role of
strategic flexibility in the relationship between knowledge
management and startup performance, which has not been considered
in previous studies.

2. Literature Review

Knowledge management plays a key role in the economic
development of countries, and technological innovations depend on
effective knowledge management (Garcia-Hurtado, Devece, &
Hoffmann, 2022). Knowledge sharing, which includes documented
information and informal feedback, has created significant
transformations in the innovation and management of companies
(Magni et al., 2023). The dissemination and utilization of knowledge
are essential for achieving organizational goals (Kadiyono et al.,
2024).

Digital innovation is also a key element in enhancing customer
experience and optimizing operations (Van der Westhuizen & Goyayi,
2020). This innovation refers to the use of technology for developing
new products and services that create added value for companies
(Nambisan, Wright, & Feldman, 2019). Additionally, strategic
flexibility helps companies adapt to changing challenges and optimize
their resources (Bai et al., 2016). The performance of a company
refers to the set of activities that measure the achievement of
predetermined results through the optimal use of internal resources
(Yusuf et al., 2023). Performance evaluation aids in identifying
strengths and weaknesses and planning future objectives (Abudaga et
al., 2022).

3. Methodology

This research is considered as a quantitative and survey study, and in
terms of purpose, it is due to the presentation of practical results of the
type of applied research. The statistical population of the present study
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included 1321 startup firms in lIran. The sample estimation in the
present study was carried out using a simple random stratified method,
and the number of samples was estimated to be 298 based on the size
of the statistical population. On the other hand, the data of this study
was adjusted by a standard questionnaire with 7-level Likert levels,
and the opinions of the CEOs of the statistical community were used
in completing the questionnaires. Finally, 193 analyzable data were
returned and used for analysis. It is worth mentioning that although
the questions were adapted from reliable sources, validity and
reliability operations were also carried out. Finally, according to the
type of research and presentation of the conceptual model, the
structural equation modeling method was used for the overall
investigation of the framework, and the data was analyzed through
SPSS24 and SmartPLS3 software.

4. Results

The outputs show that knowledge management directly has a positive
effect on the performance of startup firms. On the other hand, the
mediating role of digital innovation in the relationship between
knowledge management and the performance of startup firms was
confirmed. Also, strategic flexibility positively moderates the
relationship between knowledge management and the performance of
startup firms.

5. Discussion & Conclusion

The contribution of this research was to present a new model in order
to improve the performance of startup firms, which was not evaluated
in previous studies. In order to improve the performance of startup
firms in the country through knowledge management, digital
innovation and strategic agility, this study presented a new conceptual
framework that had not been investigated in domestic and foreign
studies. Therefore, the contribution of this research is to present a new
model, discover new relationships and increase the subject literature.
The results of the first hypothesis showed that knowledge
management is a favorable predictive factor for improving the
performance of startup firms. Accordingly, proper knowledge
management can be a key factor for improving the performance of
startup firms. Therefore, managers of these firms need a systematic set
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of knowledge management processes, i.e. knowledge creation,
knowledge storage, knowledge dissemination and knowledge
application in line with startup activities. The result of the second
research hypothesis showed that digital innovation can mediate the
relationship between knowledge management and the performance of
startup firms. Based on this, it can be stated that digital innovation is a
key factor for startup firms because it is compatible with the limited
resources of these firms. The final hypothesis of the current research
shows that strategic flexibility has a positive and direct effect in
improving the intensity of the relationship between knowledge
management and the performance of startup firms. In fact, this finding
shows that by improving strategic flexibility in start-up companies, the
effect of knowledge management on the performance of these
companies improves. As a result, the ability of startups to grow and
provide alternatives will not be achieved through innovation alone and
requires strategic agility to successfully respond and adapt to market
turbulence and competitive dynamics.

Keywords: Performance, Startup, Knowledge Management, Strategic
Flexibility, Digital Innovation.
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