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Abstract  

This study aimed to identify the factors affecting the optimal decision-making for financing export 

projects that can help financing organization in decision-making and selection of applicants with 

preference. Therefore, six criteria were selected from previous different models and with the experts' 

approval of Iranian Foreign Investment Company (financier) and Iran Khodro Company (financed) 

through Delphi technique. They were tested using the DEMATEL technique, which is one of multi 

attribute decision-making techniques (MADM). These criteria included ability of the firm, firm's 

international standing and conditions, competitive environment, economic environment of target market, 

political-legal environment of target market and socio-cultural environment governing the target market 

that each one covers a separate field of activity. The population of the study consisted of forty experts of 

both companies. After data analysis, the results were obtained as follows: from the experts' views, the 

economic environment of selected target market and the firm's ability were the most important criteria to 

make decisions about the financing of automobile manufacturing company. The firm's international status 

and conditions were at the third priority, and political-legal environment, cultural-social environment, and 

competitive environment were at the subsequent priorities for decision-making. 

Key words: MADM techniques, Project Financing, Market Targeting, IFIC  

1. Introduction 

Selecting the appropriate target market is one of the most important steps that companies should take in 

the internationalization process and in the international markets. Marketing studies indicate that 

international marketers are faced with numerous failures that its main reason has been the poor choice of 

foreign markets (Johansson, 1997; Cavusgil, 1985: 27-33). Target market selection is part of the market 

segmentation process in which buyers with similar needs and buying habits are classified in the same 

category (Dibb & Simkin, 1996: 86). Groups that are obtained as a result of this segmentation are market 

segments that are relatively homogeneous. In other words, the main market segmentation process is 

composed of three phases: determining segments (segmentation), choosing a target market, and 

positioning (Kotler, 2010: 27). The second phase that is the main topic of this study consists of 

identifying segments, which company's marketing resources focus on them. To achieve this goal, 

marketers should select a number of target markets with respect to the relative attractions of companies 

(Rojuee & Shiazade, 2008: 5).   
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Selecting the foreign target market requires the financial support. No company can operate without 

financial support in the international arena and many companies cannot afford it. For this purpose, firms, 

banks and institutions have been formed that will financially assist the applicants in export projects in the 

form of loans or joint ventures. Iranian Foreign Investment Company (IFIC) is one of the financing 

companies. Using its facilities and capabilities such as providing facilities for public and private 

companies, this company provides their fields of activity in the international dimensions and global 

markets.  

In line with Iranian automobile exports development, to help Iranian Foreign Investment Company (IFIC) 

make decisions about the financing of the export projects of automotive industry, this study has 

prioritized the most important criteria of export target market selection in this market. 

2. Importance and necessity of study 

Today, the automobile industry has been known as the greatest value chain of job creation among the 

industries. Over 5,000 billion USD has been invested in automobile companies and more than 200 

assembled companies, while about 4100 assembled companies have been identified that are in direct 

relationship with the automobile industry. Over 460,000 people directly or indirectly employ in the 

automotive industry and 3.3 percent of industrial sector's employees and 1 percent of total economy's 

employees are working in the automotive industry. Regarding the job creation potential of automotive 

industry, producing an automobile valued at 10 million USD provides approximately 3/6 jobs in the entire 

economy which 0.6 is in the automotive industry (Firuzian et al, 2010: 119).   

For some developed countries, the automotive industry has allocated itself a significant portion of the 

communication between the two countries and it is of great importance. For instance, 42 billion dollars 

trade between the U.S and Japan is of this type and expands day-by-day (McAlinden, 2012). In 

customer's view, the company's financial ability and experience in the international markets that contains 

company's reputation could be a factor for buying more and confidence in buying (Shephardson, 2012). 

However, to participate in the global markets, companies are applying for obtaining financial facilities 

from the financiers. In order to finance the applicants and select applicants who will have a successful 

presence in the global markets, the Iranian Foreign Investment Company (IFIC) Iranian Investment 

Company needs making the right decisions in this regard. By identifying and determining the factors 

affecting this decision-making, this study will help IFIC select the most suitable applicants with an 

optimal decision-making. 

3. Theoretical Foundations  

The international marketing involves the production and sale operations of goods and services in more 

than one country, without transiting a product from the main country's borders. The concepts, procedures, 

and principles of marketing are standard and applicable to all markets and countries; so what 

distinguishes the international marketing and domestic marketing is related to their activities. In other 

words, international marketing is a business in a foreign country and possibly generalizing the procedure 

to the more than one country (Babaee Zakilaki, 2009: 11). Increased dependence of international business 

on the firms and increased competition makes entry into foreign markets is one of the most important 

decisions of international strategy (Root, 1994), unfortunately, the available knowledge is limited about 

decision making to enter into the foreign markets (Dunning, 1988: 1-31).    

To enter the international markets, there has been extensive research on the internationalization and 

presenting models including progressive models, contingency models, interactive models, etc (Danciu, 

2012: 30).   

However, the literature review reveals the fact that most research conducted on the selection of foreign 

markets are not consistent; they are in the light of activities of selecting the foreign market entry method; 

and they also lack integrated frameworks and comprehensive studies on the market selection process 

(Russow & Okoroafo, 1996: 58). The foundations of the internationalization have been built on the 

general marketing theories, firm's capabilities, and existing foreign market opportunities (Piercy, 1981: 

287-297). Thus, the different approaches to explain the internationalization of the firm's activities express 

different concepts regarding the selection of foreign market. Similarly, Nordic school limits the market 
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selection to the two related key concepts i.e. the psychological distance and experiential learning (Koch, 

2001: 65-75).  

The psychological distance indicates the lack of knowledge and information that first increases the 

certainty about the foreign business and secondly enhances the coordination costs (Ellis, 2000: 443:470). 

Therefore, firms select markets that have the same economic, cultural, and political systems with their 

country. 

In the selection and entry into the foreign markets, the factors influencing this selection should be noted 

and apply appropriate strategies for market selection and the selection of market entry mode by 

identifying and determining them. For this reason, companies must have good financial backing. 

Financing institutions consider several parameters and criteria to support companies that are applying for 

financing. This study attempts to identify the criteria for Iranian Foreign Investment Company (IFIC) and 

Iran Khodro automobile manufacturing company, determine the most important criteria in views of both 

companies' experts, and specify their influence and importance. In continued, the most important criteria 

in the selection of target markets and financing of export projects are described.  

 3.1 firm's ability 

Firm's ability refers to human resource experience and academic load and methodical export activities, 

economic counselors of the source country in the target country, and understanding the situation of the 

target country and the proficiency level of firm's international marketing unit (Firuzian et al, 2010: 118).  

3.2 International standing and conditions of firm 

According to Porter's argument, the firm's globalization and global market entry refer to the concept of 

dispersing globally firm's value chain (Porter, 1986). In other words, the international standing of firm is 

applied to the knowledge, which international markets and competitors have about the company in other 

countries (Golestan & Hosseini, 2006).  

  3.3 Economic environment of target market 

Economic environment of target market includes criteria that measure economic situation and its trend in 

both micro and macro levels. This environment reflect the ability to pay the price of the product which is 

analyzed based on the type of goods (capital goods, consumer durables, and low durable consumer goods) 

and buyer (organization or individual) (Firuzian et al, 2010: 117). 

3.4 Political-legal environment of target market 

Political-legal environment includes import and export laws of industrial and consumer products, health 

and safety standards, packaging laws, marking, advertising and promotional and incentive policies which 

are all effective on the marketing mix  policies and plans (Zaribaf & Hosseinikia, 2003: 78).  

3.5 Socio-cultural environment of target market 

Socio-cultural environment combines the religious, linguistic, behavioral commonalities, demographic 

characteristics, and geographic distance and the combination of these three environments causes less 

importance of these three environments compared to other environments. Relying on this environment, 

some firms have raised their product offerings and they are supported by the regional organizations e.g. 

Saipa success in the Syrian market which is due to cultural environment (Firuzian et al, 2010: 118).  

3.6 Competitive Environments 

Evaluation of the competitive environment is essential for all goods and services. In the competitive 

environment, internal and external competitors enjoy advantages including transportation costs, a sense of 

nationalism, recognized brand etc. that are needed to investigate. The composition and type of products 

available at the target country is also a good indication for estimating product's demand. The more 

attractive competition is in the target market and the firm has a stronger position in the target country, the 

higher competitive attractiveness is in the country for the firm (Khorshidi & Azar, 2005: 134). 
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4. Research method and analysis of factors 

In this study, a questionnaire was used for data collection. Using the DEMATEL technique, which is one 

of multi attribute decision-making techniques (MADM), the most important criteria are identified 

regarding their influence and impressibility, interaction with other criteria and their cause and effect. 

Steps of DEMATEL technique and determining criteria effects:   

 4.1 Generation of direct-relation matrix: 

 After distributing the questionnaire between 40 experts of IFIC and Iran Khodro Company, the simple 

average of their opinions concerning each pair of factors was calculated and matrix M was formed. 

Matrix M is shown in table (1).  

“Insert Table 1 about here” 

4.2 Normalized direct-relation matrix N=K*M: 

 It is calculated as follows. First, the sum of all rows and columns is calculated. The inversion of the maximum 

number of rows and columns is K. 

 

 

“Insert Table 2 about here” 

4.3 Calculation of total relation matrix 

 

 

To obtain total relation matrix, first the relative intensity matrix governing the total relations must be 

obtained. Thus, each of entries is divided by the maximum number of the sum of rows and columns; in 

table (2), this value is 17.67. Then, this matrix is deducted from the identity matrix, and in the final step, 

the obtained inverse matrix is multiplied by the direct relation matrix and total relation matrix is obtained 

as follows.  

“Insert Table 3 about here” 

4.4 Drawing the cause-effect diagram 

Two indices D and R are used to calculate the influence and impressibility of criteria which is calculated 

as follows: 

 The sum of elements in each row (D) for each criteria indicates the influence of this criterion on the 

other criteria (criteria's influence) 

 The sum of elements in each column (R) for each criteria indicates the impressibility of this criterion 

on the other criteria (variables' impressibility) 

  (D+R) indicates the influence and impressibility of intended criterion on the X-axis i.e. if D+R is 

higher, this criterion will have more interaction with other criteria.    

  (D-R) shows the influence of each criterion on the Y-axis. Generally, if D-R is positive, the criterion 

is certainly an effective variable and if it is negative, the criterion is affected by others. 

“Insert Table 4 about here” 

As seen in table 4, the order of influence of criteria on each other, which is measured with D, is as 

follows: 
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1. Firm's ability 

2. International standing and conditions of firm 

3. Economic environment  

4. Competitive environment  

5. Political-legal environment 

6. Socio-cultural environment 

The order of impressibility of criteria, which is measured by R, is as follows: 

1. Economic environment 

2. Socio-cultural environment 

3. Political-legal environment 

4. Firm's ability 

5. International standing and conditions of firm 

6. Competitive environment  

The interaction of each criterion is also measured with D+R that the order of criteria based on interaction 

with the other criteria is as follows: 

1. Economic environment 

2. Firm's ability 

3. International standing and conditions of firm 

4. Political-legal environment 

5. Socio-cultural environment 

6. Competitive environment 

D-R also determines the cause and effect of criteria that the causal factors are:  

 Socio-cultural environment 

 Political-legal environment 

 Economic environment 

In addition, the affected criteria include: 

 Firm's ability 

 International standing and conditions of firm 

 Competitive environment 

 

4.5 Calculating threshold of relations: 

 

The threshold value should be calculated to determine the network relation map (NRM). With this 

method, the partial relations can be discarded and the notable network of relations can be drawn.    Only 

relations that their values in the matrix T are larger than the threshold value will be displayed in NRM 

(Tzeng et al, 2007). To determine the threshold value of relations, it is sufficient to calculate the values of 

matrix T. After determining the threshold intensity, all values of matrix T that are less than the threshold 

become zero i.e. the causal relationship is not considered, it is specified as zero (0) in table (5). Values 

above the threshold value are also summed with the calculated mean. 

“Insert Table 5 about here” 

Finally, a Cartesian coordinate system is drawn. In this system, X-axis is D+R and Y-axis is based on D-

R. The position of each factor is given by a point (D + R, D - R) in the system. Therefore, a graphical 

diagram will be also obtained.  

“Insert Figure 1 about here” 
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According to the results of the step (5) and influence and impressibility of criteria diagram (figure 1), the 

network relation map is depicted bellow. The direction of each vector represents the influence of source 

factor on the destination factor.  

“Insert Figure 2 about here” 

5. Conclusion 

According to the results of DEMATEL cause-effect analysis, criteria "firm's ability" and "economic 

environment" had the most influence on the decision for financing export projects. These findings also 

indicated that besides these criteria, in experts' view, criterion "international standing and conditions" was 

the third factor affecting the decision making in this regard. Hence, focusing on these three criteria had a 

positive impact on the financier (IFIC) associated with selecting the financed company (Iran Khodro). 

After these criteria, criteria "political-legal environment", "socio-cultural environment", and "competitive 

environment" were on the subsequent priorities.      

Given the results of cause-effect diagram, criteria "economic environment ", "socio-cultural 

environment", and "political-legal environment" were recognized as causal and effective criteria on the 

other three criteria "firm's ability", " international standing and conditions", and "competitive 

environment" which were affected by others. It could be concluded that to select its foreign target market 

Iran Khodro Company should consider these three criteria in the target market in order to increase its 

capabilities and improve its international standing and competitive environment so that it was eligible for 

financing from the financier (IFIC). On the other hand, when selecting and decision making about the 

financing applicants in the automotive industry, the IFIC should consider "firm's ability", "economic 

environment of target market", and "international standing and conditions of firm", respectively, and 

prioritize the applicants in order to make the right decision on financing the profitable and successful 

projects in the foreign market. 

References 

Azar, A., Faraji khorshidi, H. (2005). Intelligent design to assess the attractiveness of international 

markets. Journal of Humanities Lecturer, Special Issue Management, 121-149. 

Babaei zkilki, M. M. (2009). International Marketing Management. Tehran, Organization Studies and 

Humanities editing books for universities, 8(4), 11. 

Cavusgil, S. T. (1985). Guidelines for export market research. Business Horizons, 28(6), 27-33.  

Danciu, V. (2012). Models for the internationalization of the business: a diversity-based approach. 

Management & Marketing, 7(1), 29-42. 

Dibb, S., & Simkin, L. (1996). The market segmentation workbook: Target marketing for marketing 

managers. London: Routledge. 

Dunning, J. (1988). The eclectic paradigm of international production: a restatement and some possible 

extensions. Journal of international business studies, 19(1), 1-31. 

Ellis, P. (2000). Social ties and foreign market entry. Journal of International business studies, 31(3), 

443-469. 

Firozian, M., Najafi Mohadad, S., Lali, M. R., & Reza Pour, H. (2010). Provide a model for evaluating 

and selecting foreign markets automotive industry. Journal of Business Management, 2(4), 111-128. 

Golestan, F., & Khodadad Hosaini, S. H. (2006). Design model to global market entry strategy: 

Automotive industry in Iran. Journal of Humanities Lecturer, 10(1), 213-243. 

Gwo-Hshiung, T., Tzeng, G. H., & Huang, J. J. (2007). Fuzzy multiple objective decision making. 

International standard book. 13-18. 



Pensee Journal Vol 76, No. 3;Mar 2014

64 office@penseejournal.com

 

 

Johansson, J. K. (2000). Global marketing: foreign entry, local marketing & global management. 

Chicago.McGraw-Hill, 21-36. 

Koch, A. J. (2001). Selecting overseas markets and entry modes: two decision processes or one? 

Marketing Intelligence & Planning, 19(1), 65-75. 

Kotler, P., & Armstrong, G. (2010). Principles of Marketing. (Foroozandeh, B.), Tehran, publishing 

Atropat, 10, 25-41. 

McAlinden, S. P., & Chen, Y. (2012). The Effects a US Free Trade Agreement with Japan would have on 

the US Automotive Industry. Center for Automotive Research 

Piercy, N. (1981). British export market selection and pricing. Industrial Marketing Management, 10(4), 

287-297. 

Porter, M. E., & Fuller, M. B. (1986). Coalitions and global strategy. Competition in global industries, 

1(10), 315-343. 

Rojoei, M., & Shieh zadeh, E. (2008). Determining market attractiveness and selection criteria target 

market. Journal - Professional Management Group, University of Imam Reza, 5(2), 1-5. 

Root, F. R. (1994). Entry strategies for international markets. New York: Lexington books, 22-44. 

Russow, L. C., & Okoroafo, S. C. (1996). On the way towards developing a global screening model.  

International Marketing Review, 13(1), 46-64. 

Shephardson, N. (2012).  Average Age of Cars. Trucks Hits 10.8 Years. 

Zari baf, M., & Hosaini kiya, S. T. (2003). Global Marketing Management. Expansion Science 

Publishers, 2(1), 78. 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 



Pensee Journal Vol 76, No. 3;Mar 2014

65 office@penseejournal.com

 

 

Table 1. Direct-relation matrix (M) 

Factors affecting the decision-making on 

export projects financing 
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Firm׳s ability  3.86 1.15 2.97 0.97 0.97 

International standing & conditions 2.97  0.10 2.90 1.15 1.15 

Economic environment 4 2.90  3.95 2.9 1.97 

Competitive environment 1.95 0.95 0.15  0.97 0.97 

Political-Legal environment 1.95 2.15 3.95 3.95  0.95 

Socio-Cultural environment 1.95 1.95 2.90 3.90 2.95  

Table 2. calculation of K 

 a B C d e F sum 

A 0 3.86 1.15 2.97 0.97 0.97 9.92 

B 2.97 0 0.1 2.9 1.15 1.15 8.27 

C 4 2.9 0 3.95 2.9 1.97 15.82 

D 1.95 0.95 0.15 0 0.97 0.97 4.99 

E 1.95 2.15 3.95 3.95 0 0.95 12.95 

F 1.95 1.95 2.9 3.9 2.95 0 13.65 

 12.92 11.81 8.25 17.67 8.94 6.01  

Table 3. Total relation matrix 

 a B c d e f 

a 0.152144 0.323104 0.132765 0.336551 0.145471 0.125373 

b 0.267127 0.116983 0.076451 0.302267 0.136503 0.119815 

c 0.438998 0.370259 0.137718 0.504037 0.299114 0.218789 

d 0.180171 0.131717 0.060303 0.108987 0.104545 0.091685 

e 0.315322 0.299844 0.306509 0.460025 0.138671 0.157469 

f 0.321083 0.298821 0.274292 0.474789 0.293383 0.109491 

Threshold value 0.231405 

Table 4. R and D criteria 

criteria R criteria D criteria R+D criteria R-D 

c 
1.968916 

A 
1.674844 

c 
3.224491 

f 
1.450776 

f 
1.771859 

B 
1.522701 

a 
2.890252 

e 
1.041435 

e 
1.677841 

C 
1.255574 

b 
2.541846 

c 
0.713342 

a 
1.215408 

D 
0.816576 

e 
2.314246 

d 
-0.13917 

b 
1.019145 

E 
0.636406 

f 
2.092942 

a 
-0.45944 
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d 
0.677407 

F 
0.321083 

d 
1.493983 

b 
-0.50356 

 

Table 5. Values of network relations 

a b c d e f 

A 0 0.562138 0 0.630259 0 0 

B 0.496796 0 0 0.573322 0 0 

C 0.730144 0.670325 0 0.850119 0.606072 0 

D 0 0 0 0 0 0 

E 0.603633 0.575418 0.53061 0.778405 0 0 

f 0.624377 0.596309 0.516946 0.809131 0.582239 0 

 

 

Figure 1. influence and impressibility of criteria on each other 

 

  

 

 

 

 

 

 

Figure 2. network relations map 

 


