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Extended Abstract
Introduction

The paradigm shifts in global markets from domestic operations to activities related to providing
services abroad has led to the emergence of globalization. Globalization is a process of transformation
that blurs political and economic boundaries, expands communication, and increases cultural
interactions. One of the main pillars of globalization is financial globalization. This study aims to assess
the readiness of Iranian private banks to enter the international market and provides a theoretical model
to identify criteria, evaluate, and compare these banks for internationalization.

Literature Review

Biancarsi (2023) in a study titled "The Costs and Benefits of Currency Internationalization: Theory and
Experience of Emerging Countries," considers currency internationalization as a process where a
domestic currency is used for various purposes between a resident and a non-resident, especially in
transactions between non-residents. Given the trend of globalization and the increasing demand for an
international currency, they may be exposed to excessive exchange rate volatility.

Bakar and Pamenniol (2021) in their research titled "Internationalization, Foreign Complexity, and
Systemic Risk: Evidence from European Banks" explore the internationalization of banks,
organizational and geographical complexity, and evaluate its impact on systemic risk using an
international dataset. The results show that bank complexity significantly reduces systemic risk and

increases stability by encouraging banks to take on more diversified risks.

Morales, Esrivo, and Lemos-Escoyol (2019), in a study titled "Internationalization of Domestic Banks
and the Credit Channel: An Empirical Assessment,” analyze the impact of the credit channel's strength
if domestic banks expand abroad, particularly in Colombia. The results of this study support the idea
that banks shift financing activities between their operational jurisdictions depending on monetary
policy conditions, and that the internationalization of domestic banks plays a reinforcing role for the

economy when monetary policy stance changes significantly.

Triyodi and Elahi (2015) in a study titled "Ranking Indian Banks" used the CAMEL rating system to
evaluate and rank the performance of public and private banks in India and showed that private banks

perform better than public banks.



These studies, often conducted with a quantitative approach, have focused on issues such as the
challenges of entering international markets, systematic and non-systematic factors affecting the
assessment of bank health and financial strength, and the reciprocal impact of bank internationalization
and the surrounding economic environment, emphasizing the importance of this issue in the current
context. However, they have been unable to provide a comprehensive model that articulates the criteria
for banks' readiness to enter international markets. Determining the criteria that shape banks' readiness
to enter the international market can be effective in ranking banks. Therefore, addressing this issue

requires specific focus and comprehensive attention.
Research Methodology

The research methodology consists of two phases. In the first phase, to achieve a theoretical framework
and identify criteria for entering international markets, a systematic literature review was used. In the
second phase, to confirm the criteria from the first phase and design the model, the grounded theory
method was used as a research strategy, with interviews as the most important tool employed for data
collection and research quality assessment. Using the grounded theory method, the criteria from the first
phase were confirmed, and the model was designed, with research propositions being developed.

Results

Based on the results obtained from Charmaz's constructivist grounded theory using interviews, the
criteria for banks' readiness for internationalization were extracted. In the systematic category, four
subcategories—economic capability, institutional capability, environmental sensitivity, and credit
conditions—were identified, reflecting the dimensions of the economic environment and the impact on
banks' readiness to enter international markets as contextual factors. In the non-systematic category,
four subcategories—competitive position, financial status, management status, and risk status—were
identified, representing the financial potential, strategies and management goals, competitive position,

and risk status of the bank for readiness to enter international markets as intervening factors.
Discussion and Conclusion

The significant impact of banks on the economic growth and development of a country is a priority for
many developed countries. Although bank internationalization is not a new phenomenon, the existence
of competitive markets increases its importance. The present study aims to identify and explain the
factors influencing the internationalization of banks. Internationalization is a growth strategy for a
country that, due to resource heterogeneity, cannot be unified and generalized. Therefore, this requires
further studies in terms of sectors, sub-sectors, products, industries, and regions. There is a lack of
literature on the resource-based view of commercial bank internationalization. Thus, this study adds a

new model regarding the resource-based view of internationalization to the existing body of knowledge.



Based on the results obtained from Charmaz's constructivist grounded theory using interviews, the
criteria for banks' readiness for internationalization were extracted. Addressing the issue of entering
international markets and providing a localized model to assess the readiness of Iranian private banks
for internationalization, while simultaneously addressing systematic and non-systematic factors
affecting entry into international markets, is one of the innovative aspects of this research. Additionally,
exchange rate fluctuations are considered an important and influential factor for entering the

international market.

In this article, we examined the factors influencing the internationalization of banks, differentiating
between systematic and non-systematic factors. These factors were analyzed from various economic,
institutional, environmental, and managerial perspectives. The key findings of the research are as

follows:

Systematic factors include economic capability, institutional capability, environmental sensitivity, and
credit conditions, with the economic capability of the country playing a significant role in the readiness
of banks to enter international markets. Economic growth and gross domestic product (GDP) are
fundamental indicators that directly impact banks' ability to attract foreign resources. Additionally,
clarity and effective banking regulations, assurance of property rights, and reducing corruption are
factors that determine institutional capability. These factors directly influence trust and banks' decisions
to expand internationally.

Environmental sensitivity examines the impact of the ecosystem on financial institutions. Political,
financial, and geopolitical conditions in the region and budget status are components of environmental
sensitivity. Moreover, financial market conditions, banking credit, and interest rate status are among the
indicators that banks must carefully evaluate. These conditions require a thorough examination of the

financial market situation and appropriate positioning within it.

Non-systematic factors include competitive position, financial status, management status, and risk
status, where market share, profit growth rate, and bank competitiveness are fundamental factors in
determining the success of internationalization. Competitiveness and innovation in products and
services are essential tools for attracting international customers, while profit-to-margin ratios, capital-
to-asset ratios, and capital growth are among the effective indicators in determining the financial status
of banks for entering international markets. Financial health and the ability to attract financial resources

play a crucial role in international expansion.

Additionally, management experience, quality of top management, and management strategies towards
internationalization are key influencing factors in this regard. Decision-making capabilities,

organizational flexibility, and effective strategy implementation play significant roles. Moreover, debt-



to-capital ratios, debt-to-income ratios, and exchange rate fluctuations are among the factors influencing
the risk status of banks for entering global markets. The ability to manage and mitigate financial risks is

a critical point in international planning for banks.

In summary, a detailed examination of these factors and their interrelationships will help banks develop
optimal strategies for their internationalization. The present study offers a comprehensive framework
for assessing the readiness of banks to enter global markets, which can enhance their performance and

increase their competitive strength in the international environment.
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Figure2. The Model Derived from Charmaz's Constructivist Grounded Theory
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