https://amf.ui.ac.ir

Journal of Asset Management and Financing
E-ISSN: 2383-1189

Vol. 11, Issue 1, No. 40, Spring 2023, p 29-52
Received:19.11.2022  Accepted:16.03.2023

Research Paper
Designing an Interpretive Structural Model for Identifying and Prioritizing Financial Strategic Risks in the
Petrochemical Industry of the Islamic Republic of Iran

Mohammad Mobin Shafie Nategh
M.A. Student of Business Management, Faculty of Islamic Studies and Management, Imam Sadiq University, Tehran, Iran
mm.shafie@isu.ac.ir

Mohammad Amin Rashidi
M.A. Student of Business Management, Faculty of Islamic Studies and Management, Imam Sadiq University, Tehran, Iran
ma.rashidi@isu.ac.ir

Mohammad Tohidi*
Associate Professor, Department of Finance, Faculty of Islamic Studies and Management, Imam Sadig University, Tehran, Iran
tohidi@isu.ac.ir

Abstract

Environmental uncertainty and intense competition in global markets have made petrochemical companies and complexes face many
challenges and strategic risks. Strategic risks are risks that can unbalance the strategic system and have a significant negative impact on the
industry. The purpose of this research was to design a model for identifying and prioritizing financial strategic risks, which prevented realization
of strategic goals and affected all components and dimensions of the petrochemical industry. For this purpose, the primary data were first
collected through semi-structured interviews with 14 experts and synthesis of previous studies. Then, using thematic analysis, the data were
classified into the 3 layers of basic, organizing, and inclusive themes. Using the themes of the organizer, which were risk of financial sanctions,
risk of effective financial decisions of the government, credit risk, liquidity risk, financial risk of the production area, macroeconomic risk,
insurance risk and risk coverage, and product market risk and competition, a structural-interpretive modeling questionnaire was designed for
high (strategic) management risks and the relationships between the risks were evaluated and investigated by asking the opinions of 15 experts
from the petrochemical industry. In the end, the risk of financial sanctions as the most influential variable at the most basic level was introduced
in the final model that showed the levels of financial strategic risks in the petrochemical industry.
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Introduction

The petrochemical industry, which is referred to as a mother industry, is one of the most important and main industries in the world
(Valizadeh et al., 2017). Petrochemical industry serving as the natural resource transfer of oil and gas is of considerable importance in
Iran with its special mechanical and transit situation, significant foreign exchange, etc. On the other hand, one of the strategies to avoid
selling raw materials and benefit from the country's special economic and geographical situations is converting raw materials, such as
oil and gas, into products. These are the manufactured products that are more valuable and closer to the final range of value and
consumption. In Iran's economy, the petrochemical sector can be considered as one of the most strategic areas of investment, to which
governments always pay special attention (Khosrowzadeh et al., 2017).

According to the research body, the Islamic Republic of Iran has a relative advantage for the production and sale of petrochemical
products due to having huge reserves of oil and natural gas, strategic geographical locations, access to open waters, etc. Unfortunately,
the growth trend of this relative advantage is negative, which shows the loss of relative advantage revealed in the global markets
(Mahdavi & Malekshahian, 2013).
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The petrochemical industry is the link between the oil industry and other industries. It has faced a growing flow of risk (Athsoz et al.,
2015). There are many risks in the fields of engineering, finance, economy, human resources, technology, etc. and the only way to deal
with these risks is to know them first and then start planning to manage them. In other words, companies should be able to react
defensively or offensively to risks by formulating a strategy in such a way that the effects of potential threats reduce the risks to the
lowest possible levels (Fartukzadeh and Elahi, 2019).

In this research, among the risks that the petrochemical industry of the Islamic Republic of Iran was facing, only financial risks, which
could endanger the main and macro strategies of the petrochemical industry, were examined. Financial strategic risks are financial risks
that prevent realization of the long-term strategic goals of the industry and can have an internal origin or be imposed from outside the
industry. Knowing about the macro-financial strategies of the petrochemical industry, any types of financial risks that directly or
indirectly prevent realization of these strategies can be considered as the strategic financial risk of the petrochemical industry.
Considering that strategic financial risks are one of the most basic risks of the petrochemical industry and can cause many big problems,
the purpose of this research was to provide a model for identifying the strategic financial risks of the petrochemical industry of the
Islamic Republic of Iran because identification, analysis, and leveling of strategic financial risks could play an important role in
preserving the current state of this industry and then smoothing its investment and development to increase the capacities and variety
of petrochemical products.

In this research, which was done with a mixed qualitative and quantitative method after stating the theoretical foundations and
reviewing the previous research in the field of financial strategic risks in the petrochemical industry and other industries, we examined
the research method and explained the extracted themes. Then, the Interpretive Structural Modeling (ISM) method was used to analyze
the relationships and investigate the impacts and effectiveness of the risks identified through the model with the help of MICMAC
matrix.

Data and Method

In this study, which was done using a mixed qualitative and quantitative method, the primary data were first collected through semi-
structured interviews with 14 experts and a combination of previous studies and then by using the data theme analysis method, the 3
layers of basic, organizer, and comprehensive themes were classified. Furthermore, by using the Interpretive Structural Modeling (ISM)
method, the relationships and impacts of the risks were identified with the help of MICMAC matrix. In this regard, by applying the
organizer themes, the ISM questionnaire was designed and the relationships between the risks were evaluated and investigated by
asking the opinions of 15 experts from the petrochemical industry.

Findings

The themes of the organizers, which included the risk of financial sanctions, risk of effective financial decisions of the government,
credit risk, liquidity risk, financial risk of the manufacturing sector, macroeconomic risk, insurance risk and risk coverage, product
market risk and competition, and senior management (strategic) risk, were identified.

In the final ISM that showed the levels of financial strategic risks in the petrochemical industry, the risk of financial sanctions was
introduced as the most influential variable at the most basic level.

Conclusion and discussion

The results of this research revealed that external risks (financial sanctions, etc.) affected punishment in the emergence or escalation
of other risks. On the other hand, the specified levels and levels of the companies that the managers of the petrochemical industry
managed in the cases they dealt with themselves were influenced by external factors, such as financial sanctions, decisions of the
government's financial industry, macroeconomics, etc.
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2, Capital Asset Pricing Model (CAPM)
3. Arbitrage Pricing Theory (APT)
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Table (4) The table of themes of the financial management risks of the petrochemical industry of the Islamic
Republic of Iran
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Table (5) The structural self-interaction matrix of financial strategic risks of the Iranian petrochemical industry
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Table (6) Matrix of final access of financial strategic risks of Iran's petrochemical industry
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Table (7) The final classification of levels of strategic financial risks of the Iranian petrochemical industry
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Figure (1) The final model of the interpretive structure of financial strategic risks of the Iranian petrochemical
industry
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Figure (2) Diagram of influence power and degree of dependence of strategic financial risks of the petrochemical
industry of the Islamic Republic of Iran
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