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ABSTRACT

Objective: This research aims to characterize the current scientific literature on the different models
of International Market Selection (IMS) used by Microenterprises, Small and Medium Enterprises
(MSME) within their internationalization processes. Design: This characterization was made from a
bibliometric and content analysis of academic publications on the two categories. Besides, based on
these findings, it was conducted another search considering the papers cited in these publications
(backward), and the documents which are cited by them (forward). Findings: Smaller companies
mostly use cognition and qualitative models to select the target market abroad. For their part, medium-
sized companies have a greater tendency to apply quantitative models to more efficiently carry out the
IMS process, mainly using macroeconomic factors, and, to a lesser extent, microeconomic ones. The
use of qualitative and quantitative techniques for the selection of international markets is highly
limited in small and medium enterprises. Originality and value: The findings described characterize
the state of the art of research on SME and selection of international markets, with an emphasis on the
last ten years. This allows to identify empty in the literature and possible fields of action for the further

development of this area of knowledge.

Keywords: selection of international markets; internationalization; SME; international marketing;
enterprise strategy.
JEL: F10; F20; F23; M31; M39

RESUMEN

Objetivo: Esta investigacion tiene como objetivo caracterizar la literatura cientifica actual sobre los
diferentes modelos de seleccién de mercado internacional (SMI) utilizados por las microempresas,
pequefias y medianas empresas (MIPYME) dentro de sus procesos de internacionalizacion. Disefio:
Esta caracterizacion se realizé a partir de un analisis bibliométrico y de contenido de publicaciones
académicas en las dos categorias. Ademas, con base en estos hallazgos, se realiz6 otra busqueda
considerando los documentos citados en estas publicaciones (hacia atras) y los documentos que son
citados por ellos (hacia adelante). Resultados: las empresas mas pequefias utilizan principalmente
modelos cognitivos y cualitativos para seleccionar el mercado objetivo en el extranjero. Por su parte,
las empresas medianas tienen una mayor tendencia a aplicar modelos cuantitativos para llevar a cabo

de manera mas eficiente el proceso IMS, principalmente utilizando factores macroeconémicos y, en
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menor medida, microeconomicos. El uso de técnicas cualitativas y cuantitativas para la seleccién de
mercados internacionales es muy limitado en las pequefias y medianas empresas. Originalidad y
valor: los hallazgos descritos caracterizan el estado del arte de la investigacion en MIPYME vy la
seleccion de mercados internacionales, con énfasis en los ultimos diez afios. Esto permite identificar
vacios en la literatura y posibles campos de accion para el desarrollo posterior de esta area de

conocimiento.

Palabras clave: seleccién de mercados internacionales; internacionalizacion; MIPYME; marketing
internacional; estrategia empresarial.
JEL: F10; F20; F23; M31; M39

RESUMO

Objetivo: Esta pesquisa tem como objetivo caracterizar a literatura cientifica atual sobre os diferentes
modelos de selecdo de mercado internacional (IMS) utilizados por micro, pequenas e médias empresas
(MPME) em seus processos de internacionalizagéo. Desenho: Essa caracterizacdo foi feita a partir de
uma analise bibliométrica e de contetdo de publicacbes académicas nas duas categorias. Além disso,
com base nesses achados, foi realizada outra pesquisa considerando os documentos citados nessas
publicacBes (para trds) e os documentos por eles citados (para frente). Resultados: As empresas
menores utilizam principalmente modelos cognitivos e qualitativos para selecionar o mercado-alvo
no exterior. Por sua vez, as empresas de médio porte ttm maior tendéncia a aplicar modelos
quantitativos para realizar o processo IMS com mais eficiéncia, principalmente usando fatores
macroeconémicos e, em menor grau, microeconémicos. O uso de técnicas qualitativas e quantitativas
para a selecdo de mercados internacionais € muito limitado em pequenas e médias empresas.
Originalidade e valor: os resultados descritos caracterizam o estado da arte da pesquisa com MPME
e a selecdo de mercados internacionais, com énfase nos Ultimos dez anos. Isso permite identificar
lacunas na literatura e possiveis campos de acdo para o desenvolvimento posterior dessa area de

conhecimento.

Palavras-chave: selecdo de mercados internacionais; internacionalizagdo; MPME; marketing
internacional; estratégia de negocio.
JEL: F10; F20; F23; M31; M39
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I. INTRODUCTION

One of the main concerns of companies, when they decide to face the challenge of entering
international markets is the proper selection of the target country (Rana & Sharma, 2015). Covin &
Miller (2014) and Aghdaie & Alimardani (2015) argue that companies have two paths to make their
selection process, the orthodox and the cognitive. The former refers to the use of quantitative methods
to evaluate, based on certain variables, mathematical models, and countries potentialities. In the
second case, the decision-makers rely on experience (Jansen, 2013), a network of contacts and
knowledge of the market to define the country to be entered, factors that depend to a great extent on

the subjectivity in the interpretation of the selected information.

Micro, small and medium enterprises are the ones which have more difficulties in identifying the
target country for internationalization, among the leading causes are the lack of knowledge of the
behavior of external markets, the lack of use of market research tools (lazzi, Trio, Pandurino & Caione,
2015), and the belief that carrying out a methodological process implies a high cost (Covin & Miller,
2014; Cavusgil & Knight, 2015). This is why the method most used by this type of companies is from
a cognitive approach (Clark, Li & Shepherd, 2018).

With the purpose of facilitating and improving the IMS process, as well as its results, the different
governments have presented initiatives to create support organizations, such as ProColombia for the
Colombian case. On the other hand, the academy has also worked on the design of models that allow
a more objective selection process, seeking to reduce uncertainty in organizational decision makers
(Aghdaie & Alimardani, 2015). This document focuses on these latest empirical and methodological

challenges.

Considering the above context, this paper presents a systematic review of the literature of international
market selection models, with a particular emphasis on the academic production of the last ten years,
which are constituted as methodological proposals to achieve the selection of the international market
that best suits the needs of the company. To this end, the document is divided as follows. An
Introduction in which the main findings of the literature reviews previously carried out are described;

the Methodology, where the methodological strategy followed for the selection and review of
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literature is detailed; the Results, which are divided into a bibliometric characterization and the

analysis of the content of the articles reviewed. Finally, a discussion based on the findings is outlined.

Il. THEORETICAL REFERENCES

Over the last fifty years different methodological proposals have been developed that allow assigning
an assessment of the variables; for instance, the first qualitative approximations were double-entry
matrices with simple qualification for each variable and country evaluated (Bosékova, Kubék,
Andrejkovi¢ & Hajduova, 2015). Some proposals present a greater degree of sophistication by
including a weighted valuation differentiated by each variable according to the importance given to it
by the decision-maker, based on his experience (Jansen, 2013). These proposals made it possible to
begin to measure decision-making and to promote the development of new proposals with more

sophisticated processes.

This is how different studies appear with contributions to the problems of international market
selection. A strong trend in the 1990s and 2000s was the presentation of quantitative models that are
characterized by having a wide set of information that cannot be reduced to a variable or indicator,
given that it would not comprehensively collect the characteristics of the phenomenon, so multicriteria
methods are used (Bosakova et al., 2015). The approach to these methods is made from factor analysis
models, main components or clusters, regression models: ANOVA, Cox or Hazard, hierarchical, or

structural equation models.

Within these proposals, there are important variations in the variables that are considered important
for evaluation. For this reason, the models can be classified depending on which set of variables are
assigned a greater weight in the decision. Thus, there are models that focus on macroeconomic
components, made up of socioeconomic indicators; mesoeconomic, made up of factors from the
industry or sector to which the company belongs; and microeconomic, which refer to the company's
own indicators in aspects of competitive advantages, knowledge of markets, among others. Only some
models integrate the three types of variables, these models could be considered the most complete to

facilitate decision-making.
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However, the previous one was not the only classification proposed. Papadopoulos & Denis (1988)
developed a taxonomy in which they classify the research works in two different categories: methods
of market grouping and market estimation, Figure 1 presents the taxonomy proposed by the authors
(p. 40). Subsequently, Malhotra & Papadopoulos (2007) presented a new literature review that updates

the works supporting the classification but does not lead to its rethinking.

Market grouping

[

| Stastical approaches |
Total demand protental
. | | |
I
I
I

J
| L |

Micro-segmentation Multiple factor Econometric Multiple Econometric Shift-share
methods

indices criteria methods analysis

]

| Import demand potential |

Macro-segmentation

~~~~~ .
.

Micro-criteria

Bartels, 1963 Hodgson and uyterhoeven, Conners, 1960 Douglas, Lemaire Moyer, 1953 UNCTADVGATT, Alexandrides, Greenand
Landeret al, 1967 1962 Dickensheets, 1963 and Wind, 1972 Armstrong, 1970 1968 1973 ﬂw
Litvak and Banting, 1968 Wind and Douglas, 1972 Launder et al, 1957 Douglas, Craig Singh and CFCE, 1979 Alexandrides, and

Sethi, 1971 Douglas and Crag, 1982 Beckerman, 1966 and Keagan 1982 Kurnar 1971 moschis1977

Sethiand Curry, 1973 Papadopoulos, 1983 Maoyer, 1968 Douglas and Craig, Ferguson, 1979

Sethiand Lutz 1973 Samli, 1977 1582 Lundberg, 1982

Ramond, 1974

Doyle and Gidenagil, 1977

Figure 1. Inventory and taxonomy of statistical approximations to the Selection of International
Markets.

Source: Proposed by Papadopoulos & Denis (1988, p. 40) presents two categories: market grouping,
where macrosegmentation and microsegmentation jobs are found; and market estimation, where
models are divided into those based on potential demand and those based on potential import demand.
This last category of models is characterized by its strong statistical and econometric basis, which
makes them more robust models, but more difficult to access for MSME, while the models in the first

category are traditionally more empirical and simple models.
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Literature reviews to date have led to three main conclusions. The first is that most of the research
(72%) was conducted in developed countries, with a longitudinal character (40%), and focused mainly
on manufacturing (38%) (Malhotra & Papadopoulos, 2007; Budeva & Mullen, 2014).

The second conclusion is that companies, mainly MSMEs, carry out non-systematic International
Market Selection processes (Knight & Liesch, 2016; Trudgen & Freeman, 2014; lazzi, Trio,
Pandurino & Caione, 2015), because they react to stimuli from agents such as government agencies
and trade relations, because of their proactivity in terms of their perception of export benefits
(Papadopoulos & Denis, 1988), and because of geographical or cultural proximity to countries
(Papadopoulos, Chen & Thomas, 2002; Budeva & Mullen, 2016); which leads to subsequent
internationalization processes that are less sustainable over time and have worse performance in terms
of market share, number of markets they access, and technology acquisition (Malhotra &

Papadopoulos, 2007).

A third element is that there has been a decrease in the volume of IMS publications aimed at
formulating widely applicable models, in contrast to the case studies. This can be explained by the
difficulty in constructing generalizable models that can be applied by companies of different sizes,

sectors or geographical locations (Malhotra & Papadopoulos, 2007; Budeva & Mullen, 2014).

However, it should also be considered that the models proposed to date require knowledge, in some
advanced cases, of mathematics and the use of specialized software, which generates that decision-
makers, mostly micro and small business entrepreneurs, avoid using them because of the technical
difficulty and the financial cost of acquiring the software. This causes organizations to continue using
the cognition of their decision-makers to make international selection (Clark, Li & Shepherd, 2018).
While this process, by itself, is not bad for the organization, it can generate reprocesses and greater

exposure to risks to the sustainability of the strategy.

Finally, it is worth mentioning that in recent years the study of the IMS process has acquired an
interdisciplinary nature. Thus, from psychology the decision-making process of the international
manager has been studied, from engineering the hierarchies and links of decision-making processes,

and from business administration the optimization of resources. This has led to the appearance of
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models based on the theory of fuzzy logic, neural networks, dynamic capabilities and data enveloping
analysis, among the main trends of new developments to make more efficient the process of selection

of international markets (Restrepo & Vanegas, 2015).

I11. METHODOLOGY

Studies selected for this research were identified from a specialized search of the scientific database
SCOPUS®. The search was performed using the keywords described in the article by Malhotra &
Papadopoulos (2007), namely "market selection”, "international evaluation”, and "international
market expansion”. To these keywords were added "SME" and "Micro, Small And Medium
Enterprises”. No definite time window was established, but 80% of the items recovered are from the

last ten years. The generated Boolean equation, which generated 32 results, is detailed below.

TITLE-ABS-KEY ("market selection” OR “international evaluation” OR "international market

expansion™ AND "SME" OR "Micro, Small And Medium Enterprises")

Following this first review, articles were selected with an exclusive focus on International Market
Selection. Next, a forward and backward search was carried out, which allowed to identify a total of
18 additional documents to the 32 already described, the inclusion criteria were based on two

elements: recency and concordance with the purpose of the research.

After an analysis of the content of the selected articles, two levels of categorization of the different
models were established: qualitative and quantitative, which in turn are categorized into three types

of variables: macroeconomic factors; microeconomic; and meso-economic.

IVV. DISCUSSION

4.1. Bibliometric characterization

First of all, it is noticeable the small academic production on IMS and SME, the first paper published
in a SCOPUS® journal was until 1999; though, as it was mentioned before, some general approaches
had been made by 1988. However, there has been happening a trend change from 2014; this year,
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academic production went from 0 papers in 2013 to 4 in 2014. This trend has continued stable in the
last five years. Figure 2 shows how many documents have been published in the last 20 years in
journals referenced in Scopus database.

Documents

1999 2001 2003 2005 2007 2009 201 2013 2015 2017 2019

Year

Figure 2. Number of documents retrieved from the Scopus® reference database by year.
Source: Information retrieved on 1% November, 2019 from Scopus® database.

It is important to mention that this behavior can be explained by the preference of experts in this field
to publish working papers and case studies, which in many cases cannot be retrieved in the academic
search engines (Malhotra & Papadopoulos, 2007; Budeva & Mullen, 2014).

Another interesting finding of this exploratory bibliometric analysis relies on the academic fields and
journals where academic production on SME and IMS is published. The 84% of published papers
come from “Business, management, and accounting”; other predominant fields are “Economics,

econometrics and finance” (28%), and “Social sciences” (15,6%).

Regarding journals, most of the papers have been published in the “International Business Review”,
“International Marketing Review”, “Journal of Business Economics and Management”, and “Journal
of International Marketing”; these journals concentrate the 25% of all papers published in this period.
Finally, Table 1 presents the ten most influential papers published in the last twenty years, their
authors, and the number of cites of these documents. Some of these papers are discussed further in the

section of content analysis.
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Table 1

The top ten papers on International Marketing Selection and Small and Medium Enterprises retrieved

from Scopus® reference database

Document title Authors Year Source de
Internationalization of service SMEs: An . . Journal of
. . . . Coviello, N.E., Martin, .
integrated perspective from the engineering K A-M 1999 International 182
consulting sector S Marketing
Thunderbird
Thei ts of network relationshi MEs' . .
The impacts of network relationships on SMES" .y \o s ), 2006  International 150
internationalization process . .
Business Review
The role of systematic international market Journal of Small
. y L Brouthers, L.E., Nakos, G. 2005 Business 121
selection on small firms' export performance
Management
.. . . International Journal
An empirical study of high performance HRM  Zheng, C., Morrison, ternational Journa
L . o 2006 of Human Resource 117
practices in Chinese SMEs M., O'Neill, G.
Management
Dimitratos,
The global smaller firm in international P., Plakoyiannaki, International
. . . 2010 . . 50
entrepreneurship E., Pitsoulaki, Business Review
A., Tuselmann, H.J.
The network perspective and the . .
internationalization of small and medium sized Ibeh, K., Kasem, L. 2011 Industrial Marketing 45
. . Management
software firms from Syria
. S . . . | of Busi
The internationalization of SMEs: An integrative  Korsakiene, Journa (.J usIness
2012 Economics and 35
approach R., Tvaronaviciene, M.
Management
. International Journal
'From garage to global: The internet and oftfnte?rtnc;ta oume
international market growth, an SME Mathews, S., Healy, M. 2008 . 28
erspective Marketing and
persp Advertising
Does relationship psychic distance matter for the  Nordman, E.R., Tolstoy, International
. . L 2014 . . 21
learning processes of internationalizing SMEs?  D. Business Review
The importance of strategic fit between host-
home. c.ountry S|_m|Iar|ty and explorgtlon Cui. AP.. Walsh Journal _of
exploitation strategies on small and medium- MF. Zou. S 2014 International 21
sized enterprises' performance: A contingency o T Marketing

perspective

Source: Information retrieved on 1% November, 2019 from Scopus® database.
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4.2.  Content Analysis
4.2.1. Quialitative approaches.

The greatest extent of work that has been done in the selection of international markets is sheltered
under the models established by large companies or corporations. Despite the above, recent evidence
has shown the importance of small and medium enterprises for the economic development of
developed countries, and that they do not expect to reach a state of maturity internally to undertake a
search for customers and international markets (Knight & Liesch, 2016). Along the same lines, several
examples have been found, such as those of companies specialized in the retail sales sector, where
small companies have a majority tendency related to the search for internationalization processes
(Trudgen & Freeman, 2014).

4.2.1.1. Macroeconomic factors: There is a great current that is inclined towards the selection
of international markets depending on the countries, taking into account the impossibility that
represents the access to the totality of the existing States, for that reason, the criteria that are used by
the small and medium companies must be of special care, understanding the great effort that this
represents for this type of companies, specifically at the level of human and economic resources,
understood as the shortcomings they may have in terms of specialized knowledge on administration,
international markets, as well as the absence of qualified personnel for the exercise and execution of
actions aimed at leading the company to a successful search through the exploration of previously

mentioned variables (Teece, 2014).

Traditionally, analyses of international market selection models are based on macroeconomic or
macroeconomic variables, as well as on the political factors inherent to the States. However, according
to Sakarya, Eckman & Hyllegard (2007), the omission of other important factors such as the
dynamism and future potential that countries have thanks to national attributes, as well as the rapid
changes presented by emerging markets, leaves aside the possibility that medium and small companies
may enter emerging markets (Musso & Francioni, 2014; Ojala, 2015), which could represent an entry

barrier for these companies.
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A consensus can be evidenced in the literature on international markets that lies in the importance and
need for systematic evaluation to be able to select foreign markets properly, the exploration of these
fields according to Rahman (2006), is summarized in the creation of new models and methodologies
for the strategic selection of international markets, or failing that, their application to previously
proposed models. The explorations of the selection models represent a necessarily gradual and
sequential process. However, it is desirable that this reasoning takes into account a previous judgment
in which a detection stage prevails, taking into account the size of the market and the level of economic
development of the potential markets to which it is intended to reach (Buerki, Nandialath, Mohan &
Lizardi, 2014; He, Lin & Wei, 2016; Rahman, 2006).

Political indicators can be understood as the political and legal environment, which in turn translates
into the normative body that countries possess and their capacity for those laws to be complied with
and enforced. (Deakins, Battisti, Perry & Crick, 2013; Jalal, 2018) find that within this normative
body it is necessary to consider the instruments of international law in commercial matters that are
signed and ratified by the countries, such as international treaties, commercial agreements, and
framework conventions. Therefore, in order to establish an adequate analysis, the legal and political
compatibility of the above-mentioned instruments with the country of origin of the companies must
be reviewed, as well as the existing operating regulations, in order to avoid future problems when

undertaking international expansion.

The cultural element is also highlighted by the literature, specifically when assessing the possible
weaknesses and strengths of consumers in a potential external market (Budeva & Mullen, 2016). In
this field there are variables that are often difficult to grasp, precisely because they are very subjective
elements such as spirituality and beliefs shared by a collective or social group, as well as the way in

which individuals react and behave in certain environments.

4.2.1.2. Meso-economic factors: When it comes to strategically selecting an external market,
and when talking particularly about the criteria that must be considered for such selection, there are
no agreements in the literature. However, research recommends reviewing the operating environment

and for this purpose, three categories can be identified or grouped according to Rahman (2006), once
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the country to be evaluated has been selected, (1) cost indicators should be considered; (2) indicators

on structural compatibility, and (3) policy indicators inherent to the selected countries (Table 2).

Table 2

Constructions of the operating environment and its measurement scales

. Cost Indicators Structural Compatibility . . .
Constructions . . . . Policy Indicators (Macroeconomic)
(Mesoeconomic) Indicators (Microeconomic)
Auvailability of potential local
partners.
Potential to develop strategic
alliances. .
. . - . . Intellectual Property Rights
Tariff barriers Compatibility with business perty Rig
. . Level of government control over
Measurements Non-tariff barriers structures. business
. Costs associated with Compatibility with distribution . L
Variables Price restrictions.
the market systems. Political stability of the countr
Compatibility with the legal y y
system.
Compatibility with the business
culture.

Source: Papadopoulos & Denis (1988, p. 40).

The reasons are due to the historical and evolutionary logics of international trade, as well as to the
liberalization processes that have taken place in recent decades. It is feasible to affirm that all countries
have some form of control over the processes of export and import, this can be evidenced by the
obstacles that each of them establishes to international trade, understood and not limited to tariffs,

non-tariff barriers, trade sanctions and embargoes.

Even though the global trend is the elimination of tariffs to coexist in a framework where free trade
can be promoted, governments have chosen to use non-tariff barriers to protect specific industries that
are not in a position to compete internationally for the conditions established in external markets,
which produces an increase in costs and translates into possible barriers of access for many companies,
in case these situations are not taken into account, among these are the costs of sale and distribution
(Rahman, 2006).
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4.2.1.3. Microeconomic Factors: The implications and impacts that these variables
traditionally present can be observed from the possible organizational culture that obeys the interests
of the companies, to the future of a product in a market that can be perceived in a positive or negative

way by the final consumer.

For Rahman (2006), the organizational culture, the influence of its potential partners, and the
distribution structure: transport, communication and commercial infrastructure, are also essential
factors in IMS. In addition, other authors work on internal evaluation factors (strengths and
weaknesses of the company) and then the external criteria (threats and opportunities) generated by the
DOFA analysis. There is no single path, but it is possible to distinguish the possible factors on which
the selection should be made, these include assessment of economic, technological and geographical
factors, political climate, and foreign policy treaties of external markets of interest (MiecCinskiené,

Stasytyté & Kazlauskaite, 2014).

4.2.2. Quantitative approximations

Quantitative studies are characterized by having a wide set of information that cannot be reduced to a
variable or indicator, given that it would not comprehensively collect the characteristics of the
phenomenon, and therefore multi-criteria methods are used. The approach to these methods is made
from factor analysis models, main components or clusters, regression models: ANOVA, Cox or

Hazard, hierarchical, or structural equation models.

Quantitative methods have three main advantages; (1) they reduce subjectivity, (2) they allow the
company to consider markets beyond its immediate neighbors, and (3) they allow it to detect a large
number of markets. However, they also present some difficulties such as the costs associated with
their implementation, the limitation of the data on which they are based, the difficulty of identifying
which factors are the most relevant, the importance and weight of several of the indicators, and the

instability of country rankings (Papadopoulos & Denis, 1988).

In general, it could be said that there are two types of approximations: expansive or grouping models
(Gorecka & Szatucka, 2013), and contractive or estimation models (Papadopoulos, Chen & Thomas,

2002). The expansive approach, or grouping models, considers a minimum physical distance and is
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based on similar markets in terms of their economic, political and social nature (Gérecka & Szatucka,
2013; Magnani, Zucchella & Floriani, 2018), grouping countries on the basis of similarities or clusters.
On the other hand, the contractive or model estimation approach takes as its starting point a global
perspective, in order to eliminate the least attractive markets in accordance with the firm's objectives
(Gorecka & Szatucka, 2013; Magnani, Zucchella & Floriani, 2018), and differentiating markets on
the basis of their potential (Papadopoulos & Denis, 1988).

However, in accordance with the two approaches mentioned above, it is also possible to classify
models on the basis of macro and microeconomic factors. The quantitative approaches for the models
use these factors, use cluster-like strategies that allow countries to be grouped on the basis of similar
commercial, economic, political and cultural dimensions, and identify potential synergies between
markets, given that firms prefer to enter markets in the same cluster in which they have operated

successfully.

The second group of models, contractive - macrosegmented, use a ranking of countries in order of
preference (Gorecka & Szalucka, 2013). Considering the different objectives, one can assign for
example the relative weights of each factor (MiecCinskieng, Stasytyte & Kazlauskaité, 2014), and then
choose the country or market that yields the highest value in relation to the criteria used, the relevance
assigned, or using criteria such as thresholds of preference, veto or indifference, arbitrary or subjective

assignment, or assuming that all criteria are equally important (Goérecka & Szatucka, 2013).

Based on the above, a review of the International Market Selection quantitative studies is presented

below.

4.2.2.1. Macroenomic factors: analysis of the environment: Taking as a reference the
classification proposal made by Papadopoulos & Denis (1988), most of the works have incorporated
factors associated with the analysis of the environment or macro-segmentation, which include
economic, political, cultural, technological and geographical criteria (Ozturk, Joiner & Cavusgil,
2015).

205



Revista TENDENCIAS Vol. XXI No. 2 — 2do Semestre 2020

Within the economic criteria, aspects such as market size (total and urban population), market growth
(GDP growth rate), economic development (energy consumption), quality of life (life expectancy at
birth, health), infrastructure (km of roads, internet use), market intensity (GDP per-capita), production
factors (labour force), investment climate (FDI, economic freedom), among others (Brouthers, Nakos
& Dimitratos, 2015; Goérecka & Szatucka, 2013; MiecCinskiené, Stasytyté¢ & Kazlauskaité, 2014;
Zschocke, Mantin & Jewkes, 2013).

From an economic perspective, international market selection is based on similarity with the firm's
country of origin. For Malhotra, Sivakumar & Zhu (2009), the main factors are: average income,
distribution channels, business institutions, consumer disposable income, types of credit, means of

payment, and finally, the potential market (Pflanz, 2013).

As for political-administrative criteria, the most outstanding factors are political stability
(Miecinskiene, Stasytyté¢ & Kazlauskaité, 2014), international property rights, repatriation benefits,
protection of their intellectual property, and the legal-regulatory aspect (Rahman, 2006). Also
considered are administrative distance, level of bureaucracy, political structure, degree of corruption,
and government inefficiency (Malhotra, Sivakumar & Zhu, 2009; Miecinskiené, Stasytyté &
Kazlauskaité, 2014; Magnani, Zucchella & Floriani, 2018).

On the other hand, culture, defined as the set of beliefs, perceptions and behaviours shared by members
of a group, is also considered a central element in the selection of international markets (Mie¢inskieng,
Stasytyté & Kazlauskaité, 2014; Budeva & Mullen, 2016). The models incorporate elements such as
educational achievement (Rahman, 2006), and cultural distance (Gorecka & Szatucka, 2013; Budeva
& Mullen, 2016), understood as differences in social norms, language and beliefs, which may affect
the mode of entry of the firm (Malhotra, Sivakumar & Zhu, 2009; Francioni, 2014; Laufs & Schwens,
2014).

As can be seen, economic, political, cultural and technological factors are central to the process of
selecting international markets. However, the most relevant criterion, according to the literature, is
geographical, because it not only includes the physical distance, but also psychological and cultural

distance between target markets (Hutzschenreuter, Kleindienst & Lange, 2014; Francioni, 2014;
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Magnani, Zucchella & Floriani, 2018). According to the Uppsala model, the market selection process
is based on physical distance, where there is no need for a systematic approach; however, one must
be very careful, given that distance must be understood as a multidimensional construct that

understands economic geography as institutional distance (Pflanz, 2013).

From this perspective, different studies have incorporated concepts of geographical, economic,
technological, socio-cultural distance, among others (Ojala, 2015). Likewise, the literature focuses on
two types of distance: external distance, which includes economic and cultural distance; and internal
distance, subject to the criterion of signature and influenced by legal, political, economic,
technological and social globalization forces (Westhead, Wright, Ucbasaran & Martin, 2001; Ojala,
2015; Francioni, 2014).

One of the key, and most frequently cited, concepts within geographic distance is psychological
distance, defined by Williams & Grégorie (2015) as "the factors that prevent or distort information
flows between the firm and the market". However, despite its importance, the measurement of this
variable has proven to be very complex, Williams & Grégoire (2015) proposes a single-item scale
validated by a panel of experts. The measurement of the variable, in this way, showed a negative

correlation with the selection of international markets.

4.2.2.2. Mesoeconomic Factors: As part of the political-administrative dimension, trade
policies play a central role in the selection of markets. The models incorporate elements such as: tax
level, protection policies (subsidies to local industry) and market receptivity (Gorecka & Szatucka,
2013), costs of the target country (tariff barriers and sanctions), international treaties, investment
policies, participation in the equity of firms, and price of products (Rahman, 2006; Magnani, Zucchella
& Floriani, 2018; Zschocke, Mantin & Jewkes, 2013).

Cui, Walsh & Zou (2014), evaluate the role of physical or cultural distance, geographic distance, and
market size in the selection of international markets, the latter variable, through Gross Domestic
Product - GDP -, GDP per capita, and vertical market size. Empirical results show that geographic
distance and market size explain 70% of international market selection. In the case of the latter

variable, the most important component was the vertical size of the market.
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Sakarya, Eckman & Hillegard (2007) involve, in addition to the cultural distance and receptivity of
consumers, the market potential in the long term, and the competitive strength of the industry. These
two variables, as different measures, but related to the size of the market. The conclusions for the case
of North American and Turkish retailers also point to the high level of influence of market size and

cultural distance on market selection.

Other variables such as the economic intensity of the target market, cultural distance, linguistic
difference, the amount received from Foreign Direct Investment (Zschocke, Mantin & Jewkes, 2013),
and the existence or not of Free Trade Agreements have been shown to have important effects on the
selection of international markets. Ye Sheng & Mullen (2011) identified geographic distance and
linguistic difference as the most important variables for North American companies. On the other
hand, the size of the market, the intensity of the economy, and the Free Trade Agreements, have a

high and positive correlation with the selection of the market, and the subsequent export success.

42.2.3. Microeconomic factors: characteristics of firms: Mat, Mohd & Mohd (2014) from
the use of project groupings, firm, country and industry, and making use of factor analysis and
regression techniques, conclude that the most important factors in the selection of international
markets are the specific project and firm factors. The following were identified as firm factors:
experience, type of projects, potential benefit, potential market, size of projects, government
restrictions, existence of limitations, type of client, management, financial and technological skills,

financing and resources (Torres, 2014).

In terms of projects, the fundamental factors are the intensity of competition, existence of quality
requirements, proximity to competitors, proximity to the country, international competitiveness of the
firm, anticipated non-economic risk, market similarities (culture and religion), experience in selecting
markets (Jansen, 2013), industry (availability of funds, technical complexity, state of

internationalization), as well as environmental factors (Mat, Mohd & Mohd, 2014).

In the same vein, other models propose four aspects to be taken into account in marketing strategy
and export performance: characteristics of firms, the environment, international commitment, and

international experience (Jansen, 2013). Among the factors associated with the environment are trade
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agreements, export subsidies, stability of the foreign economy, potential market, disposable income
and accessibility to the export market. For its part, the international commitment is determined by the
firm's intention to adapt to what it wants, needs and the expectations of foreigners, dependence on
exports, moral obligation, international experience (level of experience of the firm, and the age of the
firm (Musso & Francioni, 2014; Erdil & Ozdemir, 2016).

A fundamental factor, at the firm level, in the international market selection process is information.
Robertson & Wood (2001) identify three levels of information, namely: primary environmental
decisions, subsidiary export dimensions, and specific decision variables. Thus, information on
political factors (stability, diplomatic relations and internal policies), market potential (general
demand, adaptation costs, competition), economic factors (development and performance, production
strength, consumption), cultural factors (cultural unit, cultural differences) and legal factors
(tariffs/taxes, others), and infrastructure (distribution, communication and geography) is central to
companies. A validation of this model with 275 North American companies showed that market size

Is the most important variable for managers when selecting an international market.

Samaha, Beck & Palmatier (2014) hypothesize that a firm's knowledge of other markets is
fundamental in deciding which market to internationalize. Thus, the greater the economic and cultural
knowledge of the other country, the greater the chances that country will be chosen as the destination
of the firm's internationalization. Now, this knowledge comes from those characteristics that are such
as those of the firm's home or those of other markets where the company already has an international

presence.

Based on empirical evidence of the impact of this knowledge, Samaha, Beck & Palmatier (2014)
propose the concept of "nearby markets", which they define as "(...) markets that are economically

and culturally similar. [Even if geographically they are not].

As can be seen, economic, political, cultural and technological factors are central to the process of
selecting international markets. However, the most relevant criterion, according to the literature, is
geographical, this because it not only includes the physical distance, but also psychological and

cultural distance between target markets (Francioni, 2014; Magnani, Zucchella & Floriani, 2018).
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According to the Uppsala model, the market selection process is based on physical distance, where
there is no need for a systematic approach. However, one must be very careful, given that distance
must be understood as a multidimensional construct that understands economic geography as
institutional distance (Pflanz, 2013; Ambos & Hakanson, 2014).

From this perspective, different studies have incorporated concepts of geographical, economic,
technological, socio-cultural distance, among others (Ojala, 2015). Likewise, the literature focuses on
two types of distance: external distance, which includes economic and cultural distance; and internal
distance, subject to the criterion of signature and influenced by legal, political, economic,
technological and social globalization forces (Westhead, Wright, Ucbasaran & Martin, 2001; Ojala,
2015).

V. CONCLUSIONS

The literature review conducted in this document identifies that multiple efforts have been made by
governments and academia to assist organizations in their international market selection process. The
field where greater contributions have been given is in the quantitative through the development of
models that allow this process to be carried out objectively, in this field it has been possible to identify
three central elements. Firstly, the proposed models must be approached with caution, bearing in mind
that despite their advantages no method can be considered completely satisfactory, given that three
problems remain: some approximations are too general (macro-segmentation), (2) in some models the
data are insufficient. (example, Micro-segmentation), and 3) the approach usually does not take into
account strategic considerations (example, meso-segmentation) (Papadopoulos, Chen & Thomas,
2002; Malhotra & Papadopoulos, 2007; Budeva & Mullen, 2014).

In second place, literature has turned towards the construction of models that incorporate elements of
macro segmentation, that allow to analyze the environment and to select the international markets,
from their economic, political, geographic and socio cultural characteristics; but including variables
that allow to capture the particularities of the firms and their more micro characteristics. It is important

to emphasize that, as pointed out at the beginning of this section, this task is quite arduous, given the
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problems of generalization of the models, the difficulty in access to information, and the lack of

systematicity in the internationalization decision making of the companies.

Finally, thirdly, this search for literature did not allow us to identify models for selecting international
markets for developing countries, such as Latin America. The work is concentrated in firms located

in developed countries, and mainly in the manufacturing and service sectors.

Another approach has been through proposals of qualitative models, where greater value is given in
decision making to the knowledge, experience and relationship of the executives of the organizations.
From here it has been possible to identify that the studies have made an effort to identify the cognitive
processes carried out by decision-makers and their preferences regarding the characteristics and
conditions that potential export markets should present (Aghdaie, Hashemkhani Zolfani & Zavadskas,
2013; Clark, Li & Shepherd, 2018). Theoretical marketing tools such as the theory of means and ends
and the ladder method have been used to identify the executives' way of thinking, thus allowing the
identification of markets that present that set of ideal conditions. However, the subjectivity and
realities of each organization and decision maker make it very difficult to design a model that can

serve multiple organizations and sectors.

Mixed proposals have also been presented, where quantitative measurements with qualitative analysis
are used, such as the model presented by Koch (2001) where macroeconomic variables are taken
together with financial variables to measure the external environment of the organization, mixed
variables (mesoeconomic) where the experience of the company is taken together with market
conditions and internal variables (microeconomic), typical of the cognition of decision-makers (Clark,
Li & Shepherd, 2018) and of the organization to achieve a selection of the market as adjusted as
possible to the needs of each organization. However, as with quantitative models, there can be no

assurance that the proposed model is a general use model with a high rate of effectiveness.

With respect to the new developments of models for IMS, they have been adapted from the field of
engineering, administration and economics, where the most prominent are the theory of resources and
capabilities, fuzzy logic, neural networks, data enveloping analysis (Marchi, Vignola, Facchinetti &
Mastroleo, 2014; Nelles, 2013; Aghdaie, Hashemkhani, Zolfani & Zavadskas, 2013; Restrepo &

211



Revista TENDENCIAS Vol. XXI No. 2 — 2do Semestre 2020

Vanegas, 2015), which have been developed applying the methodology specific cases in certain
sectors in certain countries such as Spain and Turkey. Although they have allowed IMS processes to
be carried out by identifying key variables for decision making in market selection, they have only
been tested to a limited extent without being able to prove their general applicability, and therefore

they continue to be a source of study and continuous development by experts.

It can be concluded that quantitative models are the most approximate to carry out objective and
transparent processes for the IMS, which seek to incorporate in a more assertive way qualitative
variables that are important to define the entry strategies and the capacities, that allow a sustainability

in the time of the sequence of international expansion.

Nevertheless, most of companies prefer to use cognition and intuition to take decisions on IMS,
because quantitative models are difficult to use for businessmen and decision makers, due to an
amount of information required and it is necessary a high knowledge of econometrics and related
mathematic tools to analyze information and make a proper use of this kind of models. This situation
has driven recently development of qualitative models in order to make them more familiar and

manageable to enterprises and to facilitate obtain reasoned decisions.

It is for this reason that the development of IMS models have been more concerned with involving
decision-makers in their constructs so that they are no longer considered as purely academic
instruments and instead are seen as useful tools in the difficult decision to choose the international

market to expand their organizational goals.

Future research

According to the findings in this research, there is a large opportunity to deepen the subject. In the
first place, to develop new proposals of models that incorporate both qualitative and quantitative

constructs in order to make more understandable for firm's decision-makers.

In second place, it could be very interesting to enhace this kind of models with incorporation of

decision-makers experience in order to enrich the number and type of variables used in these models.
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As a third opportunity for researchers, we propose to make the models less rigid allowing to decision-

makers and users select the variables to compare, analyze and personalize the comparison process.

This way could make more useful for firms’ decisions.

By last, incorporating the artificial intelligence and developments in that research field that can make

an important contribution to understand and categorize the variables and its correlations in order to

facilitate models’ comprehension and decision making.
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