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SCIENTIFIC REVIEW

Foreign Investment in theFunction of Accelerated
Economic Development of Countries in Transition
with Special Reference to Republika Srpska

T O MA-BISKIN Sonjat, Z U G | Jbvana

Abstract

In terms of the lack of domestic accumulation, foreign investments represent a significant
source of additional capital to accelerate economic development.

Political developments on a global scale and instability which they bring, as well as
instability in commodity markets and reducing economic growth in developed countries led to
the fact thaforeign investors have become more cautious when making investment decisions.

These developments have led to a decrease in investment activity, which is particularly
reflected in the transition countries, and thus in Republika Srgditeough Republikarfska
conducted a series of reforms, the situation at the global level leads to the need to review
investment policy and its harmonization with the new situation.

The aim is to analyze the volume of foreign investment in the world, the region and in
Republika Srpska, as well as the factors influencing investment decisions and to find solutions
for increasing the volume of foreign investments based on this analysider to accelerate
the economic development of Republika Srpska. The analysis showed that although Republika
Srpska conducted a series of reforms in order to attract new investments, it is necessary to
conduct ebusiness registration, improve the biesis environment, with special attention paid
to reducing the tax burden on labor, education reform and carry out targeted attracting of
investors, not only in the agricultural sectofruits and vegetables, but also in other sectors.

Keywords foreign investment, economic development, reform processes, transition countries

JEL: F21
UDC: 339.727.22(497.6 tu)
338.121(497.6 tu)

338.121(4664)
COBISS.SRID 265391372

Introduction

For an invest destination, FDI means new job creation, exportlationuand in general,
that presents the generator of economic growth and development as well as the establishment
of macroeconomic stability (Radovic Markovetal., 2009). Foreign investment in transition
countries has a special role in economic development for several reasons. First of all, foreign
investments represent additional capital in conditions where domestic accumulation is

1 Belgrade Banking Academy, Union University, Belgrade, Serbia, email: sonjat984@gmail.com
2 Belgrade Banking Academy, Union University, Belgrade, Serbia
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insufficient for accelerated ecomic development. Also, certain forms of foreign investment,
such as publiprivate partnerships, especially for large projects in infrastructure, health care
and education, enable investment without additional government borrowing from international
finandal institutions. Consequently, not only is the government borrowing reduced, but also
the balance of payments, which is in a constant deficit in most of the countries in transition, is
improved. Foreign investments are not only allowed to conduct theféraof technology, but
also the transfer of managerial knowledge and skills, which significantly influence the increase
in employment of all available resources, their more efficient use, productivity and
competitiveness increase. All these factors sicguittly influence the acceleration of economic
development and more efficient involvement of the economy in transition into global flows.

However, despite a number of positive effects of foreign investment, it is necessary to point
out the negative effectespecially when it comes to countries in transition, because foreign
investors are mostly resourogiented. Without a weltlefined investment policy, foreign
investors, motivated only by achieving as much profit as possible, can significantly affect the
economic structure of the countries receiving foreign investments. This is especially true when
it comes to natural resources, because foreign investment in this sector of economic activity
can lead to the exhaustion of natural resources.

Foreign investmets in the world and in the countries in transition

Foreign investment in the world

According to the World Report on Investment 2017, in 2016, US $ 1.75 trillion of foreign
investments were made in the world. Compared to 2015, when there was an imcieasgn
investments in the world by 38%, the decline in foreign investments by 2% in 2016 represents
a significant change.

If we look at the structure of foreign investments by groups of countries, we can say that
developed countries have recorded ahsligicrease by 5%, countries in transition have a
significant increase by 81%, while developing countries have fallen by 14%. According to the
opinion of multinational corporations, the reason for this trend of foreign investments is the
weak economic groth of the developed countries, which is reflected in the reduction of the
funds of international corporations for investment, as well as the unfavorable developments in
the international political scene, which significantly increases the risks of investinte
international corporations became much more careful when investing.

Overview of foreign investment flows by groups of countries in the period-2014& is
shown in the following table:

Table 1 Foreign investments in the world by groups of caestfor the period 2012016
and projections for 2017 (in billions of US dollars and percentages)

Group of countries | 2014 | 2015 | 2016 |2n(;:1r§a256e16 r(‘(",‘/fs ;6?76%'/00)”
World 1.324| 1.774| 1.746| -2 from-4to 7
Developed countries | 563 | 984 |1.032|5 from-9 to 2
Developing countries | 704 | 752 | 646 | -14 from 2 to 15
Countries in transition | 57 38 68 81 10 to 25

Source: UNCTAD, World Investment Report 2017
Although UNCTAD predicted a mild recovery in foreign investment flows in 2017 and

2018, thelevel of foreign investment in the year 2017 is expected to remain well below the
2007 level. A significant increase in foreign investment in the world is expected in 2018.

© Filodiritto Editorei Proceedings
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A significant complication of the global political situation has led to major cdmmden
it comes tdactors influencing decision making on investment

In previous years, the most important factor for the decision on investment was the size of
domestic market. In 2017, the most important factor is the general security environment. Labo
costs moved from second place in 2016 t8dlace in 2017. Skilled labor moved from eighth
place in 2016 to 1%5in 2017. Domestic economic performance did not even exist in the list of
the 20 most important factors that influenced the decision ostimesit in 2016, and in 2017
it was placed in the seventh place.

Based on the sectoral analysis of foreign investments at the global level for 2016, it can be
noted that the most important sectors are software and IT services (20%), textile (15%) and
business services (14%). Out of the ten most important sectors by number of projects, the only
growth was achieved by the communication sector (10%), although it is in the sixth place.

According to capital investments, the highest increase is in the real ssttde (58%).

Coal, oil and natural gas are in the second place, and in the third place are alternative/renewable
energy sources.

According to the number of created jobs, the most important sectors are: real estate, textile
and consumer goods.

Investment policy management in contemporary conditions, and especially after 2015, has
become more complex, divergent and insecure. The pursuit of sustainable development has
made investment policies more complex and multifaceted. Making investment policies has
becone more diversified due to the way societies and governments respond to the effects of
globalization. This fact, together with the increase in government intervention, reduces the
possibility of predicting investment policies for investors.

If we observe chnges in the malnagement of national investment policies, we can
conclude that the share of liberalization and promotion measures is gradually reduced, and the
share of restriction and regulatory measures is increasing. The share of liberalization and
promotion measures is at the lowest level since 1990, when UNCTAD began to monitor them
it was 90%, and in 2016 it was 79%.

According to UNCTAD (2017), 58 countries and economies in 2016 adopted 124 measures
related to foreign investments, which is more t@&f06 compared to the previous year. 84
measures relate to the liberalization, promotion and investment facilitation, and 22 measures
introduce new restrictions or regulations.

The increase in trade restrictions (according to thel#Vbrade Organization) cahave
negative consequences on investment activities in global value chains, which, with political
pressures on companies over their investment decisions, can lead to discouraging companies
to invest abroad.

Foreign investment in transition countries
Foreign investment in transition countries amounted to US $ 68 billion in 2016, an increase
of 81% compared to 2015. The largest part of the increase relates to privatization processes in
the Russian Federation ($ 61.78 billion) and increased investmemtining research in
Kazakhstan (US $ 9 billion). In the countries of Southeast Europe, US $ 4.57 billion of foreign
investments was made in 2016, which represents a slight decrease by 5.5% compared to 2015.
In total foreign investment to transition couasr in 2016, Southeast Europe participates
with 6.7%. (UNCTAD, 2017)

© Filodiritto Editorei Proceedings
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Table 2 Foreign investments in transition countries (in millions of dollars)

Country or region 2011 | 2012 | 2013 | 2014 | 2015 | 2016
Southeast Europe 7.890 | 3.606 | 4.733 | 4.605 | 4.844 | 4.579
Commonwealth of | 70.403| 60.104| 78629 | 50.385| 41.146| 61.779
Independent States

Georgia 1.048 | 911 950 1.763 | 1.576 | 1.661
Countries in transition 79.342| 64.621| 84.311| 56.753| 37.567| 68.029

Source: UNCTAD, World Investment Report 2017

In the opinion of foreignnvestment promotion agencies, the most perspective sectors for
attracting foreign investments for transition countries are: information and communication,
agriculture and mining.

Table 3. Foreign investment flows in the region in the period 22016
in millions of US dollars)

Country 2011 | 2012 | 2013 | 2014 | 2015 2016
Bosnia and Herzegovina 497 | 395 276 | 529 |270 285
Macedonia 479 | 143 335 | 272 | 240 397
Montenegro 558 | 620 447 | 497 | 699 226
Serbia 4.932| 1.299 | 2.053| 1.996| 2.347 | 2.299
Albania 876 855 1.266| 1.110] 945 1.124
Croatia 1.692| 1.504 | 958 | 2.870| 270 1.745
Slovenia 1.087] 339 -151 | 1.050| 1.625 | 919
Romania 2.363| 3.199 | 3.601| 3.211| 3.839 | 4.573
Bulgaria 2.945| 1.697 | 1.837| 1.540| 2.822 | 776
Hungary 6.300| 14.409| 3.402| 7.752| -14.804| -5.314
Slovakia 3.491| 2.982 | -604 | -512 | -196 -295
The Czech Republic 2.318| 7.984 | 3.639| 5.492| 465 6.752

Source: UNCTAD, World Investment Report 2017

Foreign investments in countries in the region are shown in the following ltakhe: table
above, we can see thatMontenegro, Serbia, Slovenia and Bulgaria, foreign investments fell
in 2016 in comparison with 2015, and in Bosnia and Herzegovina, Macedonia, Albania,
Croatia, Romania and the Czech Republic it has been increased.

Indicators of Competitiveness Between Qmtries in Transition (Southeast Europe)

The competitiveness analysis of Southeast European countries can best be done through
indicators and ranking carried out by international institutions. The most important indicators,
which also show the changes imvestment policies, as well as the need for changes and
reforms if a comparative analysis between the countries is being made, are: a global
competitiveness index, ease of doing business and starting a business (Appendix 1), economic
freedom index (Appernd 2) and index of innovation (Appendix 3).

The abovementioned indices for the countries of Southeast Europe are presented in the
following tables:

© Filodiritto Editorei Proceedings
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Table 4. Global Competitiveness Index for Southeast Europe for -20016

Country (1§8a:oku(nzt(r)ii§i2r?tlo7t)al) Total number of points
Albania 80 4,06
Bosnia and Herzegovina 107 3,80
Bulgaria 50 4,44
Montenegro 82 4,05
Croatia 74 4,15
Macedonia 68 4,23
Romania 62 4,30
Serbia 90 3,97

Source: The Global Competitiveness Report 22067

Table 5. Ease of doing business in Southeast Europe in 2016

(7)) g "é\ @ i) wn

@ £E2> 2 2 g o

o~ £ a O o ) %) = £

Ey 9 c =g 5 = > %) c @

cS 2 Ec¢ o @ o Z 3] € =

S © 2235 £ 5 2 T 2

> =3 © 255 o o = o ¢ £ o
= 8s© £ = B» £ g @ c g 2 £
3 2 5§ $¢% B ¥ 5 % TBTE 3B
3} 82 B O0fO & O &4 & FE£GT O
BiH 81 174 170 123 99 44 81 133 36 64 41
Serbia 47 47 36 92 56 44 70 78 23 61 47
Bulgaria 39 82 48 104 60 32 13 83 21 49 48
Montenegro 51 58 93 167 78 7 42 57 43 41 40
Croatia 43 95 128 68 62 75 27 49 1 7 54
Macedonia 10 4 11 29 48 16 13 9 27 36 32
Romania 36 62 95 134 57 7 53 50 1 26 49

Albania 58 46 106 156 106 44 19 97 24 116 43
Source: Doing Business Report 2017

If we analyze the position of Bosnia and Herzegovina in the above ranking lists of the
abovementioned indicators, we can state that from most Southeast European countries, Bosnia
and Herzegovina has the worst position. However, most of the internatistiltions when
developing indicators for BiH use data for the capital city, i.e. Sarajevo, therefore the position
of Republika Srpska cannot be seen. If we consider only one indicator of the ease of doing
business, which is related to starting a businesscan fully realize how unrealistic these
indicators are, because Bosnia and Herzegaieat the 174 place on the list, and it takes
65 days to start a business. Republika Srissteform of business registration and introduction
of APIF has reduakthe number of days for business registration to 3. Also, in 2011, the World
Bank prepared a report for other levels in which Banja Luka was declared a reformer city, next
to Skopje, among 22 cities in Southeast Europe. However, by not going into tlancel®f
ranking in individual countries, the analysis of individual indicators and their comparison with
other countries can give directions and guidelines which the investment policy and reform
processes should follow to make Republika Srpska more citivpetnd more attractive to
foreign investors.
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Foreign investments Republika Srpska

According to the Central Bank of Bosnia and Herzegovina, total foreign investments in
Republika Srpska by the end of 2016 amounted to BAM 4,605,9 million. Foreignnrergst
flows for the period from 2009 to 2016 are presented in the following table:

v O b |. Foreign investment flows by components for the period 2005
(In millions of BAM)

ownergs other capital
~ . equity TOTAL | TOTAL

year g\c/]vtTiteyms reea;[ﬁ:?negds ULy loans | other I‘fﬁglr (E N 1=

retained capital RS

earnings
2009 79.0 -264.0 -185.0 332.0| 23.3 | 355.3 | 1704 351.9
2010 122.0 -102.4 19.7 187.8| -2.4 |185.4 | 205.1 599.7
2011) 117.1 -1.4 115.6 211.9] 45.0 | 256.9 3725 698.6
2012 144.8 -75.7 69.1 2929|416 | 334.4 | 403.6 601.1
2013 188.2 -80.4 107.8 55.8 | 1.7 57.5 165.3 407.1
2014 165.7 13.8 179.5 238.4| 4.4 242.8 422.3 811.1
2015| 71.9 11.1 83.0 84.7 | -17.5| 67.2 150.3 615.3
2016 23.8 35.0 58.7 -5.1 |-13.2 | -18.2 40.5 536.1

Source: Central Bank of BiH

From the above table it is obvious that in 2016 there was a significant fall of foreign
investments in Republikarpska, which was caused not only by unfavorable developments on
a global scale but also by the manner of foreign investment records. Republika Srpska has a
small and open economy, so it is much more sensitive to unfavorable economic and political
trends @ a global scale. Reduced economic growth in developed countries, which are
significant investors in Republika Srpska, has also led to reduced investments from these
countries. The economic sanctions imposed on Russia have also reflected on the size of the
investment from this country, as Rugsignvestments are in the second place by size. Also,
data on foreign investments in Republika Srpska are published by the Central Bank of BiH,
based on the survey being conducted. The survey does not include emwssbmlow BAM
100,000. Loans are deducted from the amount of foreign investment, as well as the losses of
business entities with an element of foreign investment.

Current total foreign investments in Republika Srpska according to the sectoral structure
and by investment countries are shown in the following graphs:
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Fig. 1. Percentage of foreign investment by activities within total foreign investments in
Republika Srpska by 31.12.2016.
Source: Central Bank of BiH
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By analyzing the chart, it is obvioubkat the largest foreign investments in Republika
Srpska have been made in the following sectors: telecommunication, manufacture of coke and
refined petroleum products, financial service activities except for the insurance and pension
funds, and food prodition. Such a sectoral structure is common for countries in transition,
considering that a significant amount of foreign investment comes through privatization and
extractive industries. However, the objective of Republika Srpska in the coming period is to
attract investors to production sectors to a greater extent, or to theértbwmive sectors, due
to high unemployment rates as well as to the service industry (such as the IT sector or tourism).

RS Main Foreign trade Partners, 2017.

m Serbia
o [taly
Germany
Croatia
W The Russian Federation
m Slovenia
m Austria
W China
® Hungary

® Netherlands

M Other countries

Fig. 2. Foreign Investments in Republika Srpska byrtdas of origin of foreign Investors
(participation in percentages)
Source: Central Bank of BiH

The largest investments by the country of origin of a foreign investor were made by: Serbia,
Italy, Germany, Croatia, Russia, Slovenia and Austria.

During theyear 2017, the largest investments traditionally came from EU countries (ltaly,
Germany, Croatia Slovenia, Austria) and Serbia and Serbia.

Republika Srpskaés reform processes in order to improve the business environment
and attract investments

RepublikaSrpska has carried out a number of reforms to create a stimulating business
environment, in order to be recognized as an attractive investment location among foreign
investors. However, given that in line with changes in the global plan, but also withesha
in the region, the investment policies and policies of attracting foreign investors to Republika
Srpska must constantly improve, the reform processes have become continuous. This is
particularly important because almost all countries in the regiostr@gving to attract as many
foreign investors as possible so that countries would move toward accelerated economic
development. In this way the countries of the region become mutually competitive, which is
most noticeable when it comes to incentives gieforeign investors.

With the reform processes Republika Srpska has made significant steps in improving the
business environment, increasing competitiveness and attracting foreign investment, but the
low level of foreign investment flows in 2016 undoulitepoints to the need to create a new
approach to investment policy and attracting foreign investment.
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Reform processes carried out in the previous period are:

Reform of business registration,which significantly reduced the costs, procedures and
time needed to start a business. Since December 1, 2013;stopnshop registration system
has started, which implies filing an application for registration with one of the institutions, the
Agency for Mediation, Information and Financial Services (APIF)éven branch offices.

By thetax reform implementedhrough the new Income Tax Act of 2015 income taxation
from foreign sources has been defined, and investors are granted the status of a qualified
investor on the basis of which the investor receives fagmit tax relief. Income from
dividends and the share of profits of a company is exempted from payment of income tax.

In order to implementregulatory reform, the process of assessing the impact of
regulations has been introduced permanently in RepuBlikaka legal system and in its
implementation Republika Srpska is among the leaders in the region.

The newLaw on Construction Land of Republika Srpskahas reduced the deadlines and
costs of obtaining building permits.

During last year, theegulatory reform was carried out in several local sglfvernment
units: Pale, Sokol ac, I stol no Novo Sarajevo,
Banja Luka and the municipality of Gradigka w

A new Law on Foreign Invesments was adopted in 2018 with the aim of further
liberalizing of the possibilities for foreign investments in the field of media affairs up to 49%
of the core capital of a business entity.

The Council for Foreign Investors of Republika Srpska was estabshed by
representatives of republican and local institutions and foreign investors, with the aim of
solving current problems of foreign investors, as well as suggesting system solutions and
initiatives for additional investments.

Specificfinancial incentives for employment, training and investment were introduced
through the Employment Support Program, implemented by the Public Institution,
Employment Service of Republika Srpska. Funds are allocated on a variety of grounds,
separately for each budget ybased on the action plan and public call. Support for investment
and employment has also been provided through the Regulation on Conditions and the Method
of Implementation of Investment and Employment Support Programs (Official Gazette of
Republika Srpska70/12, 38/13) and the Regulation on the Conditions and the Method of
Implementation of Employment Programs (Official Gazette of Republika Srpska, 88/14,
24/15).

Being aware of the fact that a foreign investment is always carried out in one of the local
communities, there was a need to strengthen cooperation and dpadiogrships between
the republic and the local authoritiesand strengthen the capacity of local ggernment
units to accept and attract foreign and domestic investors. Also, takingdoount the fact
that about 50% of foreign investments are reinvested by existing investors, a syptash of
investment supporthas been established whose purpose is to stimulate investors to expand
their activities in Republika Srpska and to identifgllems in the work of investors. With the
support of the IFC/World Bank Group, the Government of Republika Srpska has implemented
a Postinvestment Support Program from 2013 not only for domestic but also for foreign
investors. Until 2016, 26 units of latselfgovernment have been included in the program,
with the aim of further spread or increase of the number of locagisedfrnment units.

In Republika Srpska, a regional project for ertification of municipalities with a
friendly business environment (BFC SEE)is being implemented through the establishment
of a unique quality standard of services and information provided by municipalities and cities
to potential investors and business people operating on the local level. By 2016, six friendly
busiress environment certificates were obtained by the units of locaij®etifnment, three of
them are in the recertifying process and five at different stages of certification.
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Through theRegistry of Approvals in the Economy(www.regodobrenja.net), the public
private dialogue takes place on a daily basis.

The registry provides answers to business community issues.

The portal www.investsrpska.net improves the quality of information for foreign
investors by presenting a detaildusiness guide, indicating the accompanying business
expenses, a description of the legal framework, referring to institutions that can help investors,
as well as the investment profiles of local ggfzernment units with investment potentials
and concete projects.

Conclusion and Recommendations

Last year, Republika Srpska attracted a relatively small amount of foreign investments,
although, according to APIF, the number of founding companies with foreign investment
increased. This points to the neteddevelop a new and different approach to investment
policy.

Undoubtedly, the position of Republika Srpska would provide great support to creating RS
investment policies, in international reports such as the global competitiveness index, ease of
doing bugess, economic freedom index and innovation index. By analyzing the ranking of
all the above indicators, Republika Srpska could identify the segments in which reforms are
needed, in order to improve its position and competitiveness. However, sincerathiiatnal
institutions are monitoring indicators for Bosnia and Herzegovina as a whole, i.e. Sarajevo,
Republika Srpska is not able to fully realize and compare its competitiveness in relation to the
environment.

The underlying dilemma is why RepublikgpSka is not attractive to foreign investors even
though it has very stimulating tax policy (with tax rates below the rates of many neighbouring
countries), with competitive labor costs and low cost of doing business, and what needs to be
done to make Replika Srpska become attractive to foreign investors, and thus make the
inflow of foreign investment significantly higher, which would also increase the impact of
foreign investment on the coun@syeconomic development.

It is true that Republika Srpska repents a small and open economy, but with various
international treaties Republika Srpska allows access to markets of 600 million inhabitants.

In the forthcoming period, Republika Srpska would have to pay particular attention to
reducing the tax burden dabor, education reform and the introduction ekgistration in
line with regional trends and the requirements of the business community and foreign
investors.

Also, due to the large outflow of skilled personnel, Republika Srpska should make a special
program that would stimulate, especially young professionals, to stay and use their knowledge
and skills for the benefit of their country. Otherwise, Republika Srpska will remain without
available labor force, which represented the comparative advantagputflika Srpska in the
previous period.

The incentive policy is very present in the region, and many countries spend the large
amounts of money from their budgets in order to attract foreign investors. However, we think
that first of all, it is necessarp £xamine the effects of money incentives, therefore analyze
whether they are needed, and if so, how big money incentives should be. We believe that the
same effects can be achieved by stimulating tax policy, so in that case it is not necessary to
allocatefunds from the budget for incentives. Tax policy and tax incentives could also provide
the sectoral structure of foreign investment in line with the needs of Republika &rpska
economic development.

There are insufficient clusters in Republika Srpska.sBgngthening clusters in certain
branches of industry, the competitiveness of certain branches of industry would improve and
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these branches would become more attractive to foreign investors. This is particularly
important for the wood and metal industag, foreign investments in furniture manufacturing,
especially those expeariented, would lead to increased export of-pnaducts with a higher
newly added value, while the export of raw materials and-§emshed products would be
reduced.

Publicprivate partnership would not only build a quality infrastructure, which is a
prerequisite for attracting investments, but would significantly improve the quality of services
in the education and health sectors.

Republika Srpska has no free economic zones, hwiric many countries played a
significant role in attracting foreign investors and economic development. The establishment
of business zones in many local sgtivernment units in Republika Srpska did not give the
expected results. In the future, an assesgrof the impact of the Free Zones Act is planned,
which would create an adequate investment policy in this segment of economic activity.

Republika Srpska needs to work more on promoting investment potentials.

Although there is detailed information ffareign investors on Invest in Republika Srpska
site as well as investment potentials of Republika Srpska and loegbselfnment units along
with their investment projects, there is a need for more attention to targeted investors and
markets. In that sese, with the assistance of the World Bank Group, in 2017 Republika Srpska
organized a promotional campaign and visited targeted investors in Germany. Given that
Republika Srpska, according to the analysis of assessment of the competitiveness between the
three value chains in agriculture in Republika Srpska, is the most competitive in the fruit and
vegetable sector, Republica Srpska visited investors in the sector of fruit and vegetables from
Austria in 2018. However, in addition to this sector, Republifgsi& should conduct targeted
campaigns for other sectors as well, thus promoting not only certain sectors, but also the entire
Republika Srpska.
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APPENDIXES
T a b | .&tarlin@ a business in Southeast Europe (2016)
Country Rank Number of Number Expenses Minimal capital
procedures  of days (% of the (as % GDP
income) (Gross Domestic
Product) per
capita)
BiH 174 12 65 13,5 13,4
Serbia 47 5 7 6,5 0.0
Bulgaria 82 6 23 1,3 0,0
Montenegro 58 6 10 1,5 0,0
Croatia 95 8 7 7,3 25,5
Macedonia 4 2 2 0,1 0,0
Romania 62 6 12 2,0 0,6
¢l bani a 46 5 5 10,1 0,0
Europe and
Central Asia 4.9 10,2 4T 4.0
OECD 4.8 8,3 3,1 9,2

Source: Doing Business Report 2017

T a b | .endeX & economic freedom for countries of Southeast Europe in 2016

@ o)
= S X g
5 2 §5g B.2. =

2 5,2, 8558 EEZE 5 _E
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$) d 28688 IS SEsERF L £
. 60, 41, 32, 47, 59, 84, 33, 86, 65, 60,
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. 58, 50, 38, 62, 65, 80, 40, 77, 70, 50,
Serbia 99 9 3 > 9 9 8 3 46,9 8 0 0

. 67, 62, 41, 66, 68, 83, 58, 87, 70, 60,
Bulgaria 47 9 5 8 7 3 3 4 86,4 0 0 0
Monteneg 83 62, 58, 43, 72, 67, 82, 33, 443 84, 75, 50,
ro 0 0 4 0 4 5 1 ' 7 0 0

. 59, 65, 43, 58, 43, 80, 31, 87, 75, 60,
Croatia 95 4 5 4 5 3 3 3 447 4 0 0
Macedoni 31 70, 67, 52, 81, 66, 80, 68, 726 86, 60, 60,
a 7 0 0 5 7 8 9 ' 1 0 0

. 69, 63, 45, 75, 62, 83, 65, 87, 75, 50,

Romania 39 7 9 9 0 5 6 3 90,9 0 0 0

. 64, 54, 39, 79, 50, 81, 72, 87, 70, 70,
Albania 65 4 0 7 3 7 4 5 51,5 7 0 0
Hong 1 89, 93, 80, 94, 89, 83, 90, 100, 90, 90, 90,
Kong 8 7 3 6 1 2 0 0 0 0 0

Source: Index of Economic Freedom 2017, Heritage Foundation
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U Ob | .&lo&l@nnovation index for 2016

Gll . .

(rank) Innovation T i Innoyatlon Gll
Country 2015 outputs inputs (rank) efficiency (rank)

(rank) (rank) 2016

BiH 86 96 75 112 87
Serbia 62 61 58 67 65
Montenegro 48 52 50 62 51
Croatia 41 46 44 52 47
Macedonia 61 63 53 80 58
Bulgaria 36 32 45 15 38
Romania 42 44 51 39 48
Albania 93 115 70 122 92
Switzerland 1 1 3 2 1

Source: Global Innovation Index 2017, Cornell UniverdiYSEAD and the World
Intellectual Property Organization
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SCIENTIFIC REVIEW

The Review of Health System of the Kingdom of
Denmark and United Kingdom

TOT IMirza3, T OT Ildrahim*

Abstract

The paper deals with the functioning and development of national health systems in the
Kingdom of Denmark, which is a very stable member of the European Union (EU) and United
Kingdom, regardless of its recent outbreak (Brexapt a large European family. The main
goal is to make a review of the necessity of creation of professional health personnel, their
mobility, financing of business processes and medical procedures, and also on general
problems that the health systems arig every day. As these are highly developed European
economies, it is known that the creators of their health policies are continuously working on
the improvement of health systems, ensuring adequate health care and raising and maintaining
a high levebf collective health for the population.

Lately, in these kingdoms, many people believe that for the proper functioning of health
sector in general, the way of obtaining of necessary financial resources, their amounts and
sustainability of the sources hane big importance, while as far more significant emerge the
influences of globalization processes which like hurricane destroy systems (insufficient
professional staff) without legal and econofmiedical arrangements. Given that the authors
are not fullyin agreement with this statement, they pledge to the invited authorities to pay
more attention on the policy of financing, human capital, its improvement and elimination of
health inequality, especially in the field of primary health care.

Keywords European Union Member States, health system, resources, human capital, mobility

JEL: P36
UDC: 336.13:614.2(489)
336.13:614.2(410)
COBISS.SRID 265398028

Introduction

Each Member State of the European Union (EU) is obliged to define the strategy in order
to create a higlguality national health system that will become an integral part of
internationally integrated healthcare activities, and in which their citizens easily use the
adequate health care. Its formation in all Member States is mostly left to healthcare workers
and associates, but also political leaders and other factors whose influence is reduced to the
usual pressure, adoption of decisions that at &ngimoment correspond to a political
establishment. Until recently it was believed that every healthcare system in the European

3 University of Novi Pazar, Department of law, email: mirzatotic@yahoo.com
4 State university of Novi Pazar, Department of law, email: ibrahimtotic@yahoo.com
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Union (EU) was hermetically closed and that its fate was exclusively in the hands of members
of scientific medicine who were hibhelevated above the others, so for other professions and
occupations the role of outsiders was traditionally reserved (Steve Smith, John Baylis, Patricia
Owens, 2014: 596).

However, this conclusion loses its weight with the consideration that variousiesin
many Member States of the European Union (EU), due to the influence of modern medicine,
have made significant progress. This is characteristic for the Kingdom of Denmark, United
Kingdom, but also for other European countries. In these countniedicine has made a
number of advanced steps: it has become a pillar of healthcare activity (it will forever remain)
and a guarantee of renewable human resources from which the healthy potential can always
be recruited for business needs.

In these kingdom (but also in other European Union Member States), the health system is
perceived as a social phenomenon, so the creators of their health policies use their own expert
strength and various methods and patterns in order to create an appropriate dwisetiiod
a safe haven for citizens/ (lvana Radil, Vesna

When it comes to the insured, everyone talks about a man because everything is related to
him in the field of healthcare activity. In this regard, the modeacttme has dispelled all
dilemmas by offering many arguments that tell more than any resolution, declaration or
directive. One of the most convincing stands that the insured is every resident of any Member
State of the European Union (EU), regardless efdict whether it benefits health care or not,
if is prepared to allocate the necessary financial resources for these purposes. Specifically, in
the mentioned kingdoms the latter are being directed to financing of the needs of health service
providers in oder to provide new generations of medical experts that will use their own
knowledge and skills, helped by modern instruments in modern medical treatments and
procedures.

Providing healthcare professionals and the challenge of mobility

Healthcare workers and associates represent the most sophisticated form of capital
available to every healthcare systenvienty-eight European Union Member States. Due to
their knowledge, demonstration of expertise and specific skills, they are extmahed by
huge number of citizens in all Member States since they offer the highest level of confidence.
(Dimitris D. Ballas, Dorling D. Ballas, Benjamin D. Hennig, 2014: 79). But, despite their
proven quality, there are skeptics who think differentlyeyr tend, although there are no solid
arguments for something like that, to challenge the mentioned quality and diminish the
achieved results for the reasons welbwn only to them. Still, they have to reconcile
themselves with defeat, because they aneggagainst a very organized formation. Therefore,
they must speak with respect and must give credits to the sector that managed to increase its
human capital by 13% between 2008 and 2016, to create the possibility for opening new jobs
(mostly fordoctorsand t o significantly increase the que

The European Center for Development of Vocational Train@BXEFOBP foresees that
1.8 million workers will obtain new jobs by 2025, which represents an increase of 7.8%
(European Commissio2017). This in the frame of European Union (EU) confirms the firm
resolution to create conditions for reducing the unemployment rate along with the preservation
and improvement of global health, and to give optimism to the generations of coming experts.

From this aspect, every activity of the professional medical staff in all forms of health care
is perceived as a special mission. It is about increasing the health quality of citizens in
European Union Member States and creating chances for new employrogmerisectors,
which is a direct contribution to economic growth and strengthening of social cohesion. The
Statistical Office of the European Communities has accurately edited the data collected from
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the Member States of the European Union (EU) and friraraccountries and international
organizations, finalizing 2015, informing the institutions that monitor the effects of
Community policies in 28 European Union Member States that about 1.8 million health
workers and associates were employed, which repres®b% of the total number of
employees (Eurostat, 2017).

The main criteria for registering employees was their number per 100 thousand inhabitants.

In the German health system, there were 338 doctors per 100 thousand inhabitants. In Italy
there were 233n France 208, in United Kingdom 182, in Spain 179, etc. Only in mentioned
Member States were employed about-thiods, or 63.5% of doctors. The curiosity is that less
developed Member States of the European Union (EU) like Greece, which along witteRortu
Italy and Spain makes a wddhown PIGS group, had 632 doctors per 100,000 inhabitants,
which was the highest in the European Union (EU). It was followed by Austria with 510,
Portugal with 461, Lithuania with 434 doctors and so on. Other Member @tatesnbourg,

Ireland, Slovenia, Poland and Romania) had fewer than 300 doctors per 100,000 inhabitants,
with their number increasing substantially every year (Richard Saltman, Reinhard Busse, Josep
Figueras, 2004: 174). In Portugal, the highest increashhé number of doctors per 100
thousand inhabitants was recorded during the period from 2010 to 2015.

In five years,it rose from 384 in 2010 to 461 in 2015. In the observed period, the number
of doctors in the Kingdom of Denmark, United Kingdom and/@nEe was not significantly
changed.

In the last decades of XX and the first decades of XXI century, the mobility of health
workers, especially doctors or specialists, came to the fore. They want to use their skills and
knowledge in order to provide a betsandard of living and more certain existence.

Otherwise, the mobility represents tw@y and universal expedemographic category.

Mobility in the first case represents the departure from the home state and departure of
health workers in a neighboriiguropean Union Member State. For example, leaving Italy for
Austria or France, moving from Portugal to Spain or Italy, from Belgium to the Netherlands,
or from France to United Kingdom or Germany. Although very important, the earnings are not
the main motre of mobility because they can be equal or approximately the same as they were
in the home country. However, the desired specialization, career advancement, advancement
in profession, better working atmosphere, proximity of the chosen country to honteycoun
etc., represent very strong motives for departure. In the second case, the mobility is exclusively
initiated by the amount of earnings, while working conditions, career advancement or
improvement, at least initially have no such a big importance. ritlega of how far the
selected country is, doctors move from South to North (from Portugal to United Kingdom,
from Spain to Germany or Sweden, or from Bulgaria, Romania or Cyprus to Germany and
France). Regardless of the direction, mobility has signifiganhanged the medical
population map of the European Union (EU), but it seems that this process is not completed
yet. Tha6s why mobility needs to be treated very carefully. The economists would say and
lawyers would confirm that at the current momenis ot desirable to prevent mobility, but
also migrants, since the labor could appear in desired state in some future time, and then hard
times will come for economic titans and bosses.

Irrespective of the direction of mobility, all doctors that wanteavk their own country
for certain reasons, most likely want to end up in the United States or in Canada (Ibrahim
Totic, 2016: 343), countries that, along with Australia and New Zealand, have need for
professional health personnel (World Health Organima@908). Mobility of healthcare staff
is not always a good solution, although every expert has the right to his own choice which
represents the greatest degree of individual freedom (Marks J. Templeton, 2012: 502). It is
disastrous when health professilsngo across the border and ignore the needs of their early
patients. Michelin Wismar (2010, D) describes the problem of departures as a-dubp
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fi... because health workers are really leaving, but many do not get job in the profession ... they
end upin a lot of other activities doing jobs outside of the profession, in some other sector ...
and finds that most education systems provide education to the wrong pé&bgitdity for a

long time (Klaus Offe, 1972: 47888), and especially during the sedodecade of XXI
century experience the real expansion because many still hope that the Kingdom of Denmark,
United Kingdom or the Netherlands and Luxembourg could be a welfare state or a replica in
which they see the opportunity to fulfill their personasides.

Kingdom of Denmark

The health system in the Kingdom of Denmark functions at a high level thanks to the model
established by the Institute for Quality and Accreditation in Health, which means that the
government does not have a major influencetsriunctioning. The role of government is
quite limited given that in addition to the public, the private health sector also functions. If the
government does perform certain functions, it mainly refers to regulation, coordination,
offering advices and detmination of the responsibility for realization of set goals.

Government bodies (Ministry of Health, Health Protection Agency, Pharmaceutical
Chamber) are responsible for implementation of national health policy, regulation of national
health legislationformulation of measures and regulations, establishment of cooperation
between different stakeholders in health care, provision of necessary information regarding
quality of health and treatment at the paierdtomplaint. Since the health authority in the
Kingdom of Denmark is formed as thretep (municipal or local, regional and central), it
introduced the Law on Financial Stability in 2012, which gives all municipalities and regions
the opportunity to keep 1.5% for the internal needs from their budgyetfor the central
government, it approves the opening or the commissioning of new specialized or the closure
of existing, redundant healthcare facilities and capacities (Rudolf Klein, 19&8B)4Public
health spending in the Kingdom of Denmark in 2@b&unted to $ 5,205 per capita or a very
high 10,4% of gross domestic product (GDP), which ranked sixth in the European Union (EU).

In the same year, about 84 % of total health expenditures were covered by budget funds,
the taxes whose rate of total talalincome had been set at 8% (Elias Mossialos, Martin
Wenzl, 2016: 180).

In addition to the public (state), in the Kingdom of Denmark exists also the private health
insurance. In the report given by the Organization for Economic Cooperation and
DevelopmentOECD) for 2016, private spending on health care was $ 831 per capita, or
almost 1.7% of gross domestic product (GDP).

(https://data.oecd.org/denmark.htm#profilealth, 2018). The residents of the Kingdom of
Denmark under the mentioned law have the [i#yi of choosing between two different
categories of health care. The first involves a large number of general practitioners paid for
their work in a combined way, through the principal and basic fees for providing health
services, similar to those in iad Kingdom. Nearly 99% of Danish residents are classified in
this category. Insured persons belonging to the other group (close to 1%) have the possibility,
in addition to the GPs, to visit any specialist, in the case of need, if they are willing to
paricipate in covering of the medical expenses incurred on the basis of their visit (Denis Protti,
Tom Bowden, Ib Johansen, 2009:22).

Danish inhabitants have good health, so, they are more successful in this category than
residents of most other Europdadnion (EU) countries. Many are satisfied with the quality of
their health. They do not pay attention on significant income differences and asserts that
residents of higheincome countries of the European Union (EU) have better health than those
with lowerincomes. In the Kingdom of Denmark, the duration of human life is pretty much
prolonged (from 77.9 years in 2005 to 80.6 years in 2015), so older people are exposed to
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various health problems. However, the Danish healthcare system with a lot of sueeestspr

the emergence of health disorders, which is the reason why, for example, the rate of mortality
from myocardial infarction is among the lowest compared to other European Union Member
States.

The influence of social behavioral factors causing ced@iarders and behavioral risks is
generally favorable. Tobacco consumption has experienced a sharp decline over the last ten
years, which is a special success, however, Danes, both adults and adolescents, consume
alcohol uncontrolled being the leading oatiin the European Union (EU). This social
deviation is directly related to the mortality rate which is higher in the Kingdom of Denmark
than in most other European Union Member States. In general, the Danish healthcare system
is well organized, technologally equipped, effective and very open to allow insured persons
the unrestricted access to all forms of health care. It employs the highest number of nurses per
capita in the European Union (EU). There were 294 physicians coming to 100 thousand
inhabitans (Patrick Kierkegaard, 2013: 14).

The health system of the Kingdom of Denmark is not only a European, but also a world
leader in the use of modern information technology. Thus, it has-alfiss IT infrastructure
that still needs some upgrades to b/ funtegrated, which promises a high degree of sectoral
interoperability. High healthcare technology is currently mostly used by employees in the
primary health care sector, where almost every doctor has electronic records that complement
clinical functimality (Mary Stuart, Michael Weinrich, 2001: 4480). The successful
development of the Danish healthcare system was largely supported by health reforms initiated
in 2007. Their aim was to unify the thrésvel health authorities for the benefit of future
development, to ease the growth of health spending, to promote the quality of health care and
to improve public health policy. Its realization almost completely succeeded.

United Kingdom

In addition to England, the National Health Service (NHS) irthitged Kingdom includes
also Northern Ireland, Scotland and Wales. It is also known as William Bevéridgalth
insurance model , since it was formally establ
mentioned lord, as a social insurance and alliedigareport in England in 1942 (Sunday,
December 26, 2010). The Beverage model is also used by Ireland, Canada, Kingdom of
Denmark, Finland, Kingdom of Sweden, Italy, Spain, Portugal and Greece. In some of these
countries the Beverage model is not basibjctv means that there are also other forms of
health insurance (Klein 1985: 4B). United Kingdom allocates 9.9% of its gross domestic
product (GDP) to the National Health Service (NHS). Its basic characteristics are that all health
activities are beingrianced by public (state) funds, which means, from the state budget. Also,
the goal is that coverage of health care reaches 99% of the total population, to ensure free
access to health services and public control of all flows of financial resources. ial spec
curiosity is associated with Beveridgehealth care system. Public (state) ownership of
healthcare, therefore, land, buildings, accommodation facilities, equipment and all other
contents used for the purpose of protecting human health, is dominant.

State institutions (primarily the Ministry of Health) give tasks to the National Health
Service (NHS), decide on the design of a network of appropriate health capacities and
prescribe measures and modes of organizing, managing and directing the heatisactivi

In the epicenter of the mentioned service there is a general practitioner. He is an
embodiment of institution known as a home care physician. He gets awarded for his work
according to the number of patients with a bonus depending on the numberidégtaealth
services. The number of employed health andhealth workers at the end of 2017 amounted
to 1,187 thousand, of which 113 thousand were medical doctors and 320 thousand were nurses,
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while the rest were other qualification groups (Mark Britr2915: 88). According to the same
source, only one year before, in 2016, the number of employees amounted to 1,164, of which
111 thousand were medical doctors and 319 thousand were nurses. In 2017, there was a
negligible increase in the number of empldwoctors by 1.02% and nurses of only 1%.

Among doctors employed in the National Health Service (NHS) there is a large number of
members of various nationalities, so on three doctors comes one who is obligatory the
foreigner. Over 21,000 are Europeankijle the largest number of those coming outside of the
continent are Indians, Pakistani, Nigerians and Egyptians. Otherwise, there were 182 doctors
and 675 nurses on 100 thousand inhabitants. Multinationalism is understood as the glue that
makes the heditsystem to be harmonious community, something that strengthens its human
structure and contributes to overall functional quality. In spite of the qualities characteristic
for this service (known as the largest individual health care system in the woeldyritish
media reported in 2017 that the Care Quality Commission (CQC) had provided unfavorable
information: the system of the National Health Service (NHS) is too strenuous, close to the
break and has very uncertain future.

The National Health Servic€NHS) largely finances its activities from fees charged in
accordance with the changes made in the Immigration Law from 2014.

According to the Health and Social Care Act from 2012, which came into force in April
2013, all legal residents of the United Kdggn have been granted the right to free use of all
health services provided in one place. The \Akathwn freeof-charge health care at the place
of use represents the basic principles set by the government when establishing the National
Health Service (NHEIn 1948.

This practically means that the right to free health ¢atethe place of ugehas every
person who has a full and legitimate status based on a registered place of residence in United
Kingdom, regardless of nationality. This category of userssdnot include neresident
British citizens (Virginia Berridge, 2007: 229).

However, it must be said that the safety of citizens is threatened by the loss of health care
personnel, which, according to some opinions, relates to the govefarirexttility to fulfill
its promises. Only in 2016, the number of general practitioners decreased by 1.2 thousand,
which in some areas certainly aroused concerns among the insured (Denis Campbell, 2016),
regardless of the fact that it is one of the largest healtipcaviders in the world, but also the
consumer of funds intended to protect the health of English citizens.

More than £ 1 billion Sterling is spent in the primary health care sector, but also in other
areas of health, including patients treated in pritatdth care facilities, private hospital care,
self-financing treatment, private dental services and the supply of medicines and other medical
products. Visible British economists have calculated that 4.3 thousand Sterling pounds are
spent in one second rfahe provision of all services provided by National Health Service
(NHS) employees. Since 1948, when the proposed National Health Service (NHS) was
enacted, the possibility of using private health insurance, which is how used by about 8% of
the populationhas been established. Mostly, it represents the added amount to the sum under
which health services are provided in the domain of the National Health Service (NHS), which
is considered as a charge for the extended scope of their use. The United Kirmdommnt
has been successful in collecting general taxes and in health sector financing policy, where
2014 represents a good example since 110 billion Sterling was allocated in the budget for its
functioning. The share of private health spending has beewy rapidly. During 2010, it
amounted to £ 4.1bn Sterling to reach a fantastic £ 8.7bn Sterling in 2016. This is a major
problem that will continue to be faced and difficult to bear in the future by the National Health
Service (National Health ServicBHS) if official British politics do not change their course
and begin to regulate the system in accordance with new, more modern, and not traditional
recipes of very demanding British citizens.
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For 2020 and 2021, the National Health Service (NHS) enwis&d@® billion in Sterling
for financing the actions to combat behavioral incidents. The government expects these funds
to be effective in the positive direction, as this would mean that the choice of measures of its
policy were correct. The United Kingddvfinistry of Health is making great efforts to achieve
a shift in achieving positive results in changing the behavior of its citizens. Enjoying tobacco,
alcohol and narcotics, especially among young people, is at a high level.

These vices are, as everywdein the world, complemented by the problems of
psychosomatic disorders and social deviations (Matthias Wisthady 2011).

Officials in the United Kingdom health sector can be criticized, not to notice that these
deviations are a product of an incorrassessment of the quality of health of citizens and
differences in education and income. That is why the results are unsatisfactory, even though
children under 5 years of age are involved in many activities to combat social vulnerability.

Based on this f&, the Care Quality Commission (CQC) did not make a mistake while
informing the public about possible sewing breaks. Namely, the Emergency Medical
Assistance Center received more than 25 thousand calls per day on the number 999 in 2015,
and unfortunatelynone of these calls were false.

This number of calls is alarming, but at the same time it represents the best check of
operatorbdés patience which is one of the most
of the National Health Service (NHS) in thinited Kingdom on a daily basis experience
discomfort in the workplace in the face of harassment, abuse or direct threat from health care
users (in primary health care, departments, hospitals, etc.), their relatives, but also from other
citizens. During 214, 14% of employees had some sort of bad experience with physical
violence and frequent confrontations with a number of people diagnosed with psychological
disorders. Only during 2014, 57.1 million receipts for antidepressants were submitted, which
is mae than 100% more than 10 years ago. It is disastrous that this problem is most prevalent
in the category of young people, since among them out of five, one necessarily experiences
anxiety or some form of depression.

Conclusiors

According to its structu, the health system in each Member State of the European Union
(EV) is a vital social segment whose purpose and function is best understood by active
participants in the creation of its quality. Its formation, functioning and development are in the
servie of <citizenb6s healt h, therefore, the pri.
alternative. Therefore, the role of the health system is unmatched in terms of cultivating and
improving of human health. Also, must be emphasized the importance of poafdssi
personnel, modern technology, characterized by medical equipment and instrumentation,
which defines its correct structure and a high organization aimed at the realization of a
multitude of goals, among which the preservation of human health is augobér one. Since
the healthcare system is regarded as a modern unit in which all its components function
smoothly, it should be noted that as such it was initiated and formed under the influence of the
programs of accelerated industrialization.

The prograns have deeply rooted expectations that its higher level of development will
directly contribute to health expansion, which happened before the end of XX century, when
many health systems experienced a real developmental boom. This is characteristit of hea
care systems of Member States of the European Union (EU) that have been strenuously
pursuing (many have succeeded), to accelerate national healthcare by correct health policies,
to achieve material welbeing, redistribution based on social needs adiftthealth care to a
higher level.
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It is not a good decision that many development strategies do not experience their
application. It is therefore expected that the European Union (EU) expert group, which is in
charge of assessing the functioning, fafall the primary health care system, will give its full
contribution to the change of situation in this direction. It is currently working on identification
of tools and methodology for evaluating of the achieved results, so the final report is expected
by the end of 2018. The first information tells us that health expenditures in almost all
European Union Member States are growing rapidly, that they are very high and their growth
is not particularly important, whether the financial resources for tleguicing are being
secured from bills, tax collection and other fiscal (UK, Finland, Italy, Ireland) or from paying
contributions to health insurance funds (Germany, France and the Benelux countries).

Avoiding medical education in Member States is notablam of a recent date, buést
still a problem. Member States that are aware of the gravity of issue which are able to apply
the import strategy of already made medical experts, do not hesitate to do so, while not paying
attention to the harm they infticon others. On the other hand, the practice is that
underdeveloped countries enroll excess medical students almost to the level of
hyperproduction and many of them will go on destinations where they can realize their dreams.

Their mobility will be directd on places where more money is being offered along with a
greater possibility of material, career and professional advancement. Finally, over time it has
been understood that the impact of European policy on determining health in Europe for a long
time was insufficient. The main reason was latent belief that all actions that go in that direction
have no synchronous effect with practice and therefore the desired results are missing.

However, in recent years, the formula has completely changed so its isgacnger,
and the successes are greater.

REFERENCES

1. fAWorld Health Organization Assesses the Warltealth Systenis Who. int. 8
December 201An Introduction tdnternationaRelations Books. 6ditions Oxford

2. Berridge, V. (2007)da Pu b | i ¢ He aBritish Metlical JournaB3%np.@2-

29.

3. Britnell, M. (2015) In Search of the Perfect Health Systémndon: Palgrave.

4. Campbell, D. (editor The Guardian), Health policy Bfgust 2016)fiHow much is
the government really privatising the NéiBvia The Guardian.

5. Dimitris, B., Dimitris, D.,Hennig, B. (2011)The Human Atlas of Europ@ristol:
Policy Press.

6. European Commission, State of Health in the EU: Companion Rep@pteshy.
Creating a health workforce resilient to future challenges, Luxembourg: Publications
Office of the European Union, 2017.

7. Eurostat, 2017.European Commission Eurostat regional yearbook 2017.
http://ec.europa.eu/eurostat/web/produstatisticatbooks/KS-HA-17-001 (2018
5-8).

8. Kierkegaard, P. (2013Health in Denmark: A Case Studyournal of Medical
SystemdDecember, 37 (6): p. 14.

9. Klein, R. (1985) Aiwhy Britaind conservatives support a socialist health care
systemo Health Affairs4#1 pp. 4158.

10. Mossialos, E.Wenzl, M. (2016)2015 International Profiles of Health Care Systems
Australia, Canada, China,ebmark, England, France, Germany, India, Israel, Italy,
Japan, The Netherlands, New Zeland, Norway, Singapore, Sweden, Switzerland, and
the United States, London School of Economics and Political Science, Robin Osborn
and Dana Sarnak, The Commonwealth Fuahuary.

© Filodiritto Editorei Proceedings


http://www.who.int/whr/2000/media_centre/press_release/en/
http://ec.europa.eu/index_en.htm
http://ec.europa.eu/eurostat/web/products-statistical-books/-/KS-HA-17-001

30 Faculty of Business Economics and Entrepreneurship International Review (2018 No-2)

11. OECD Data, Selected indicators for
Denmarkhttps://data.oecd.org/denmark.htm#profilealth 20184-8).

12. Offe, C. (1972)Advanced Capitalism and the Welfare Stateirnal: Politics and
Societyol. 2. No 4/pp. 479488.

13. Protti, D., BowdenT., Johansep. (2009) fiAdoption of Information Technology in
Primary Care Physician Offices in New Zealand and Denm@ekt 5: Final
ComparisongInformatics in Primary CareMay 17(1): pp. 1722.

14. Radli,Kahr i ma nBudimifB.(2007)Yodi | kroz pridrugivar
uniji, | SAC Fond Centar za melunarodne i bez
Security Affairs Centre, Beograd.

15. Saltman, R., Busse, REigueras,J. (2004) Social he#h insurance systems in
Western Europ8erkshire/New York: Open University Press/McGralill.

16. Smith, S., Baylis, JQwens, P. (2014)rheGlobalizationof World Politics

17. Stuart,M., Weinrich, M. (2001) iHomeand CommunityBased Longleam Care:

Lessondrom Denmark. Gerontologist. 41(4): pp. 47480.

18. Sunday,(2010., Health Mattershe Beveridge Report (1943pcial Insurance and
Allied Service, a.k.a.

19. Templeton, J. M. (2012Worldwide Laws of Life, 200 Eternal Spiritual Principles,

Mladinska knjigaBeograd.

20. Tot i |, .Ekononfika @dtagsjya Dr gav ni uni verzitet u N
PazarUniversity Press.

21. Wismar, M. (2010)Na kraju svi odu u SAD ili Kanadu, Prva konferencija srpske
medi ci nske dijaspore, (u: Rekatsbas kamoraj e v i |
Srbije, 6/2010, str. 280).

22. Wismar, M.et al, (2011) Crossborder health care in the European Unidnapping
and analysing practices and policies, World Health Organization 2011, on behalf of
the European.

23. World Health Organization (WHQY ommission on Social Determinants of Health,

2008.

Article history:
Received 17 November 2017
Accepted 10 May 2018

© Filodiritto Editorei Proceedings


https://data.oecd.org/denmark.htm#profile-health
https://www.researchgate.net/profile/Denis_Protti
https://www.researchgate.net/scientific-contributions/39905004_Tom_Bowden
https://www.researchgate.net/profile/Ib_Johansen2

31 Faculty of BusinesEconomics and Entrepreneurship International Review (2018 No-2)

SCIENTIFIC REVIEW

The Importance of the Organizational Identification
in Forming Organizational Perception

HAMZ A GEnes

Abstract

There has been a great number of researches concerning the organizational identification
in the last two decades. Unfortunately, little work has been done on how the organizational
identification is formed. We madeliterature review, which was concerning the process on
which the organizational identification is being formed. This work consolidates the literature
about the role of the organizational culture in process of identification. Five steps were
identified in organizational identification formation (1) strong organizational culture, (2)
effective management, (3) good communication channels, (4) formation of psychological
contract, (5) common organizational value sharing, (6) decision making premises.

Keywords organizational identification; organizational culture; decision making
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Introduction

Identification is an ongoing process, where individuals tend to link themselaeettain
social elementWhen employeehighly identify themselves with organization, they accept
values and norms, held by certain organization. Hogg and Terry (2000) emphasis the
importance of organization as social category, and the employees who identify with their
organization have selfnages that are reconstituted in the organiz&dmage and values
(Cheney, 1983). It is empirically proven that culture is influencing the wayeseeiveand
conceives, still more researobeddo be done concerning the way organization perceives.

For the common perception to be achieved, employees need to embed the orgdsization
value system in their setfefinition. The way on which organizational identification (Ol) is
formed is still unclear. The questions which arise are the ones concerninguiletransfer
and embeddedness of the values from organization towards their employees. The content and
the type of organizational identification may differ, but the researches emphasis two ways on
which Ol is being transferred, the importance of commuigicaand the importance of
managers. Ol is often seen as a construct of social identification (Bergami and Bagozzi, 2000).

Riketta (2005) classified present literature on Ol into three study approaches, namely
cognitive, affective, and sociological idemtdtion. Cognitive behavior is reflected in
empl oyeeds intent to make decisions by consid
the organization. Barker and Tompkin (1994) stated that when employees in the organization

51AE Nice Graduate School of Managemefance
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accept the organization valugsd goals, that the decisiomaking will be organizatios value
and goal based. This may lower costs concerning the wrong decision making and special
trainings concerning the value transfer. Organizational identification is influenced by
organizational tinctiveness, organizational prestige, and external and internal competitions
as one of the main factors (Mael and Ashforth, 1992).

Our thoughts, which are following this paper, are based on Dettah (1994) view that
when higher the level of idefitation with the organization is, the employee will act and think
from an organizatios perspective. We will do literature review on process of identification
with organizations antty to identify the ways in which Ol is being formed.

Organizational identification
There have been great shifts in global markets in recent years. The external factors have

influenced the employees to change jobs frequently. Ol, as theory of social identity, tried to
explain the employés process of selfoncept and its ihtification with the organization.

Transfer of organi zational identity is a pr
accepted and practiced by its employees. Freud (1922) described identificatiam as
emoti onal ti e wit hawaslatér hsed for prganizatomabidentifictions i d e

(Patchen, 1970).
It is crucial for employees to identify themselves with the organization. The stronger the

identification is, the faster and more effici

Linking to certain elements of fAsocial scene
acts wondt be necessary. Employeebs attitudes
to Ol.

Different types of the organizational commitment may be found ithenization, such
as normative commitment (Marsh and Mannari, 1977), affective commitment (Meyer & Allen,

1991) and continuance commitment (Hrebiniak and Alutto, 1972). Theoretically, researches
differentiate the concepts of commitment and identificat@ammitment is more material

based (Tyler and Blader, 2000), which depends on the exchange between the employees and

the organization. The identification is deeper concept which evolves the sharing of mutual

values and norms. The organizational identifaais substantially related only to affective

type of commitment (Gautam, 2004; Mael and Tetrit®92). One of the key criteria for
identification is employeeds view of organiza
& Weisberg, 2006).

The strength of organizational identification is correlated with organizational image and
prestige (Carmeli, 2005; Dukerigtal,2 0 0 2 ) . Further mor e, empl oyee
affected by aspects of aet dl,i 2008 slavig bighéror manc e
organizational identification does not de facto mean that the performance will be better. The
study of Riketta (2005) shows the weak to the moderate relationship between identification
and inrole performance and extrale behavior.

Formation of Ol

There are two theories concerning the formation of Ol. Cheney and Christensen (2001)
stated that, since managers can use internal communication channels of the organization, that
mayenablethem to influence the official claims of the organizatidfhile the second theory
states that Ol is perceived by communication, as a kind of interpersonal interaction,
communication is affected by cultural background to a large degree (Cheney, 1983).
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Information Theory

Information theory is affecting Ol in sensesreteiving procesand transmitting the
information, as one main aspect of Ol formation. Information, are in general, very important
for Ol formation, since employees strive for information, in order to fehportant members
of organization. Information is one of the maillars in forming the organizational
identification. If a group passes on with conviction elements of a way of perceiving, thinking,
and feeling, we can assume that that group has hadjkrstability and has shared enough
common experience to have developed a culture (Schein, 1984). Information with different
content may differently impact Ol. As Cheidey1983) analysis showed, there are two kinds
of information: visuainformation and prsuasive information.

Leadership

Leaders must create organizational culture. Whether it will be strong organizational culture
or not has its pros and cons. The leaders should create organizational culture which will
embrace the creativeness and operdeti) even within the employees which have high Ol.

They are responsible for defining organizaf®norms and values. Managing the culture,
in the way of establishing the system of norms and certain shared system of behavior. Each
employee is bringing it®wn cultural heritage inside the organization, effective culture
managements allows tfimelting poband allows the embeddedness of organizational culture.

Beside the organizational culture, strong occupational culture may be one of the
determinants of dgeving higher level of Ol. Managers have certain level of responsibility in
transmitting the norms and values which are part of organizational culture. According to
Schultzet al, (2000) Ol provides a flexible approach for managers which could help them
harmonize and resolve contradictions in a complicated and diverse organizational context.

When employee identify himself with an organization and its value system, he will

represent organization, embrace corporate interests and act in organizatioeEst(®imon

1976; Miller, 2000).

Communication

Communication is one of themediumsused to express our thoughts. It is pillar for
successful exchange of thoughts. The importance of communication between managers and
employees, as key channel in orderdoganizational values system to be perceive, has been
suggested by many researchers @ual., 2010; Smidts 2001). Communication is the key for
successful organizational identification. In order for Ol to be achieved, the effective
communication betweemanagers and employees need to be conducted. The perceived
communication climate, subdivided into three dimensions (i.e. openness, participation and

supportiveness),

appeared to directly

af fect

et al, 2006). Buchanan (1974) believed that when employees achieve affective commitment,
values and goals become embedded into their role.

Table 1 Stages of forming Organizational Identification

Stage 1:
Foundeés culture

Most cultural solutions in new groups al
organizations originate from the founde
and early leaders of those organizatic
(Pettigrew, 1979).

Stage 2:
Managers

Managers are often seen as members
given group. They have, according
Schein (2015), (1) been together lo

enough to have shate significant
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problems, (2) have had opportunities
solve these problems and to observe
effects of their solutions, (3) have taken
new members.
Stage 3: Employees commitment appear to be
Communication direct correlation with the perception |
communication quality (Smidtset al,
2001; Postmest al, 2001; Cheney, 1983
Stage 4: Schein (1965) stated that individuals a
Psychological contract organizations interact in complex fashic
Such relationship isfunfolding through
mutual influence and mutual bargaining
establish a workable psychologic

contracto
Stage 5: De Long and Fahey (2000) believed tl
Common organizational value shagi values and norms, held by organizatio

members, help them develop certain ser
making filters and meaningonstruction

process.
Stage 6: When individuals adopt the values a
Decision making premises goals of an organization, they develc

decisioamaking premises that compleme
the value and goalbased premises held
the organization (Simon, 1976).

Decision making premises

Theory of organizational identification stated that when the process of tranbiitmsen
organization and employee is conducted, the ¢
will be in order with organizationés values a
in decision making pr oc etifieswith a grauplwhentini nfakingat i o n,
a decision, he evaluates the several alternatives of choice in terms of the consequences for the
specified groupo.

The organizatiofinitiate this inducement process by communicating values, goals, and
information (i.e, the organizatiois own statedidentification®) in the form of decisional
premises; the member magomplet® the process by adopting or adapting the organizational
premises, making decisions that @esd for the organization, perhaps even develgpin
salient identification with the organization as a target. Chiney (2009) conducted research at
division offices of a large industrial and high technology corporation, ranked in the top 100 of
the fiFortune 500. The results of interviewing 178 employdesved thab a person identifies
with a unit when, in making a decision, the person in one or more of his/her organizational
roles perceives that uGtinterest§ AS that unis interests to be relevant in evaluating the
al ternat i vArchiving Suchcldval of ©levthere employees act in accordance with
organization values, will presumably increase the level of good over bad decisions.

Cultural determinant and Ol
Each individual brings his cultural background. If we regard culture as oceémtral of it
are values. Our cultural identity is being formed through our ontogenetic development. Values
formation is ongoing process, although the fundaments of it are being formed early in life.
Since official claims of the organization may be uiethced by managers, which are per se
representatives of their national cultures, organizational decisions are culturally determined.
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The question which arise is in what degree does national culture or organizational culture
influence thedecisionmakingprocess?

Hypothesis that perception is partially determined by specific, identifiable experiences
made much attention in the past. The basic view of this hypothesis is that members of two
different cultures will differ in their answers to perceptual tests. Itlis\ma that motivation,
emotion, experiences and culture may influence perceptual and visual perception. The
differences in the perception of visual worlds could be seen in arts. Every indikahtak
chance to learn more about his own system of pamgptie may learn more about structure
of our own system simply by interacting with people coming from cultural context unlike our
own. Art, as one of theystem®f communication was presented focentury Painters used
pictures to present their perceat words. Leonardo da Vinci introduced the vanishing points,
and his picturérhe last suppewas made with modified linear perspective. The last supper
gave viewers experience as the walls on picture are the same as the ones in the room.

Metaphors as coept in organizational theory were developed by Mats Alvesson (2012),
and they were used in research by John Hassard and Martin Parker (1993). They were seen as
the source of new ideas, with generative capability. Metaphors concept was divided on first
levd and secondevel. Firstlevel metaphor (organization as game) is developed irsstsh
metaphors, so called seceledel metaphors. Secodevel metaphor are generated so that
culture (firstlevel metaphor) combined with modifier and the metaphor culisreecond
level metaphor is generated. This concept corresponds to the view of organizations and their
spiral development. Producing new metaphors is the way of how new ideas and perspectives
are being born.

It is often believed that when two people ard fvith data, that they will experience and
record those data similarly. According to Edward Hall, people not only speak different
languages, but they inhibit different sensory worlds, meaning that they do selective screening
of sensory data and filters toother data.

fiHundreds of such experiences convince me that men and women often inhabit quite
different visual worlds. These are differences which cannot be attributed to variations in visual
acuity others, so that experience as it is perceéifddll, 1966).

Hall (1966) believed that by studying the art of the past, we may learn two things from it:
(1) something from our own responses about the nature and organization of our own visual
systems and expectations, and (2) some notion of what the percepticebfrearly man may
have been like.

values Decision
. . making,
Organiza Vgl N\ Individual Service
tion \ . _/ culture quality,
Practices quality

perception

Fig. 1. Forming the organizational perception

Measuring the Ol

Measuring the cultural variables have often been a challenge. Organizations as social
category are under thigoucld of culture;howeverwe do often simplify the way we want to
measure cultures. Schein (2015) believed that culture, asasuchplex system, cénbe so
easily measured bsmall set of questiods

According to Patchen (1970) Ol is composed of three interwoven factors, ynamel
membership, royalty, and similarit@rganizational Identification Questionnaire (OIQ) was
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developed by Cheney (1983), inspired by Patchen ideas. Phinney (1991) added fourth
dimensions, which was concerning the behavioral aspect of identification. {2il6é0) did
the revision of OIQ and he investigated the internal dimensions of the OIQ. His results showed
that only 12, out of 25 items contribute meaningfully to the scale, for which he stated that are
measuring organizational commitment, rather thamizational identification.

Gautanet al, (2004) developed revised Ol questionnaire, using the original Cheney (1983)
research. The revised version consisted of atght scale as a reliable Ol measugdward
et al., (2007) used sixtem measure of Olwhich measures both cognitive and affective
component. These measures are composed of three subcomponenttegelfization and
labeling, sharing organizational values and goals, and a sense of organizational belonging and
membership.

Summary and Conclsion

We have attempted to summarize the literature review concerning the linkage between
individuals and the organizations, as most important social category.

Identification with social category will allow individuals to develop certain types of self
corceptions. Ol is directly tied to the organizational culture.

Literature emphasis the importance of organizational culture, and its link with
organizational identification. The stronger identification, the more efficient relation is to the
organizational clture. Management is often seen as mediating factor in such relationships,
which should foster the Ol, especially when the identity is indistinct. Successful Ol can lead
to number of positive effects, such as lower training costs, harmful decision madiictes
making and etc.

Still, having a higher organizational identification does not necessarily mean that the
performance will be higher. The cons of Ol has not been studied much.

High Ol may in certain cases oppress the expression of creativity anthgae blindfold
employees about the necessity for value changing.

One of the main pillars in effective Ol is organizational culture. The managers, as
organizational officials, are responsible for spreading the organizational identification through
information sharing with the new members. When employee identify himself with the
organization, organization value system become embedded in his self definition. With
fitransfed being made, organizational representatives tend to make decisions in compliance
with organization. Sucfian emotional tié with the organization tends to become part of our
social identity.
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ethical climate and positive organizational behavior at Shahrud University of Medical
Sciences. To do this, 224 employees at Shahrud University of Medical Sciences were selected
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standardized questionnaires of ethical climate and positive organizational behaviorl18PSS
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organization and positive organizational behaviors of the staff at Shahrud University of
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Today, with more complexities in organizations and the prevalence of unethical and illegal
tasks, thenanagers and leaders have begun to focus on creating and maintaining an ethical
work environment for all organizations. An international research paper studied the employees
of 4,000 businesses and found that 25% of employees believe that the ethicahreodes
disregarded in the organizational goals and about 17% also stated that the organization
encourages unethical values among employees to achieve organizational goals (Wimbush,
1994). The ethical climate of the organization reflects the moral valuesheimavioral
expectations and indicates the effect of morality on the decisions made by the members of the
organization. This means that there are moral choices that the employees have to make and
operationalize accordingly.

The ethical climate determinesetlxtent to which decisions correspond to ethical criteria
and how the employees approach ethical questions (Ozturk & Bahcecik, 2003). The ethical
climate is an important part of the organizational environment and culture and studies have
shown that it nobnly affects the ethical dimension of the employees within the organization,
but also affects the work efficiency (Victor, Parbotea & Cullen, 2003). The ethical
environment in healthcare environments (such as Shahrud University of Medical Sciences)
inclules the fAspecific circumstances of an organ
health problems of patients and resolving such circumstances provides a framework for ethical
decisionma ki ng in clinical settings. o

The ethical climate has been knoasa mediating factor that can lead to the presence or
absence or the increase and decrease in moral distress (Fogel, 2007; Schluter, Winch,
Holzhauser and Henderson, 2008). The ethical climate is a type of work environment that
reflects the guidelines dnregulations and their connection with ethical outcomes (Martin
Cullen, 2006). Some researchers believe that promoting ethics in working environments in
healthcare organizations (such as Shahrud University of Medical Sciences) would lead to a
better respnse on the part of employees against moral distress and other causes of discontent
in workplace (Fogel, 2007; Schlutetr al, 2008).

In recent decades, terms with a negative sense such as absenteeism and job dissatisfaction
have appeared more frequenthan positive words such as setinfidence, seléfficacy,
hope, optimism, peace of mind, and emotional intelligence (the ability to identify and manage
oneds own emotions and those of the others).
been negicted in comparison with negatively oriented issues concerning organization and
management. The application of positive psychology in the areas of organization and
management has led to the creation of two new approaches in the field: positive orgaization
behavior focuses mainly on the micro aspects of organizational behavior and those positive
aspects of human personality that can develop and. grow

1 Positive organizational research focuses largely on the major aspects of
organizational behavior and pogé organizational behavior is thus affected by
positive psychology.

1 The recognition of positive organizational behavior and the development of positive
thoughts increase the employee performance, efficiency, improved productivity,
satisfaction and highdevels of socieeconomic development and welfare.

Positive psychology does not focus solely on the individual level, but also emphasizes the
organizational and social levels and capitalizes on social virtue, piety, responsibility,
citizenship behavior, altism, and morality.

Positive psychology observes the following characteristics over time:

1. Satisfaction with the past

2. Cheerfulness and happiness with the present

3. Hope and optimism for the future
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Social Capital

Positive
Organizational
Behaviors

Positive Psychology Human Capital

Fig. 1. The constituting factors of positive organizational behaviors

Luthanset al, (2004) believe that the optimal combination of positive psychology, human
capital and social capital is an inevitable necessitptm fa positive organizational behavior
(Luthanset al, 2004; Luthans & Joseph, 2004).

The constituent elements of positive organizational behavior can be seen below:

Creating hope, wishes, sabnfidence,andsef st eem i s di f thewryasnt i n L
it focuses on the study and evaluation of these positive features and is related to the work
environment and organization. Luthans and Yusuf (2007) have proposed four basic dimensions
of positive organizational behavior including:

1. Self-confidence
2. Hope

3. Optimism

4. Resilience

Since positive organizational behavior is the detection, recognition, and application of
potential positive psychological human resources that can be measured and managed to
improve organizational performance (Luthans, 2008), currenaggan should avoid engaging
one6s mind in human di sadvantages and failuwur
features and they have thus been able to develop and expand hoepéicself, optimism,
and selfconfidence and improve individual andhanizational performance. Now, given that
social capital and human capital and positive psychology are inevitable in forming positive
organizational behavior and, as they are a general basic step to advance organizational
objectives and improve organizatial performance, we use a main hypothesis and five
subsidiary hypotheses to explain this subject at Shahrud University of Medical Sciences. With
regard to the degree to which the staff have access to the ethical climate of the organization
and its relatiaship with positive organizational behavior, we use the model developed Luthans
and Yusuf. This model comprehensively includes all factors of corporate ethics throughout the
organization to evaluate the organizational ethical climate and then discuswriiation
between these two variables. Therefore, in this study, we use the model developed by Victor
and Cullen (1987 and 1988) to assess the ethical climate of the organization. The ethical
climate types found in this theory are: A) the instrumentakaiiclimate, B) the ethical
climate of caring, C) the ethical climate of independence, D) the ethical climate of
organizational rules, and E) the ethical climate of professional rules. To examine positive
organizational behavior, we use the model develope Luthans and Yusuf (2007). This
theory includes aspects of setfinfidence, hope, optimism and resilience.

For many years, psychologists focused on the negative aspects of performance and human
behavior and less attention was paid to the positive features. Recently, however, a movement

© Filodiritto Editorei Proceedings



42 Faculty of Business Economics and Entrepreneurship International Review (2018 No-2)

has emerged in the field that focuses on the positive aspects of behaeekimg the growth

and development of individuals, organizations, and society and its main effects can be
observed in academic and applied research (Simaet/Adl 2010). The researchers are of the
opinion that by relying on the theory of positive argational behavior, the staff can realize
their innermost potentials and organizational efficiency can be promoted through the efforts
that are facilitated by capacities and abilities inherent to all human beings. Humans become
aware of their potential peers and the abilities to realize their sedteem through positive
organizational behavior. The realization of such capabilities provides them witnstadin

and selfconfidence and this in turn makes them more mature.

Research hypotheses

The mainhypothesis
There is a significant relationship between the organizational ethical climate and positive
organizational behaviors of the staff at Shahrud University of Medical Sciences.

Subsidiary hypotheses

1 There is a significant relationship between thstrumental ethical climate and
positive organizational behaviors of the staff at Shahrud University of Medical
Sciences.

1 There is a significant relationship between the ethical climate of independence and
positive organizational behaviors of the staff dta&ud University of Medical
Sciences.

1 There is a significant relationship between the ethical climate of caring and positive
organizational behaviors of the staff at Shahrud University of Medical Sciences.

1 Thereis a significant relationship between ttidoal climate of rules and regulations
and positive organizational behaviors of the staff at Shahrud University of Medical
Sciences.

1 There is a significant relationship between the ethical climate of professional rules
and ethical codes and positive orgational behaviors of the staff at Shahrud
University of Medical Sciences.

Research Method

In this study, the research method follows a descriptive and correlational design in terms
of methodology and nature and it is considered applied research gxaépurpose. Applied
research draws on the cognitive and informational contexts through fundamental research and
is used to meet human needs and improve and optimize tools, objects, and models in line with
the development of welfare and promotion in hurikn

In terms of its design and research method, the current research is descriptive.

In such studies, the researchers approach the qualities and features of the issue and want to
know the nature of the phenomenon, the variable, and the objective ectatebfeatures.

Statistical population

Using Cochrands formula, the sample size i
sample has been randomly selected from the staff at Shahrud University of Medical Sciences.
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Questionnaire

In thepresent study, the standardized questionnaire of positive organizational behavior was
used based on the model developed by Yusuf and Luthans (2007) to collect the data.
Additionally, the standard questionnaire developed by Victor and Cullen (1988) watused
assess the organizational ethical climate and the dimensions and variables of the topic that is
being investigated.

Validity

In this study, the content validity of the questionnaires was considered. In this approach,
the questionnaire items were dey@td based on research hypotheses.

Then, these items were viewed and were finally corrected and verified by the supervising
professor. Moreover, the validity of the questionnaires was determined by factor analysis. The
results of the evaluation of ethiadimate are provided below:

The results of Bart | equarédatisticea® providddantTable p.pr o x i 1
Bartletis testSig value is less than 5 percent (0.000), suggesting that the factor analysis is
appropriate in identifying the opeitag structure model. In addition, since the amount of KMO
is 0.789, the sample size (i.e. the number of respondents) is sufficient. On the other hand, the
variance is 59.115 percent.

Therefore, the validity of the results of the factor analysis is mae 38 percent for this
survey.

Table 1 The results of factor analysis for the questionnaire of organizational ethical climate
Variance percentage| Value Sig | Measure KMO
59.115 0.000 0.789

The results of the test designed for the questionnaip@sifive organizational behaviors
are given below:

The results of Bart | equarddatisticeare providddantTable B.pr o x i 1
Bartletis testSig value is less than 5 percent (0.000), suggesting that the factor analysis is
appropriaten identifying the operating structure model. In addition, since the amount of KMO
is 0.764, the sample size (i.e. the number of respondents) is sufficient. On the other hand, the
variance is 54.599 percent.

Therefore, the validity of the results of thetfacanalysis is more than 54 percent for the
survey.

Table 2 The results of factor analysis for the questionnaire of positive organizational

behaviors
Variance percentage| Value Sig | Measure KMO
54.599 0.000 0.764

The results of this test for tlgpiestionnaire of positive organizational behaviors are given
below:

Questionnaire reliability

To make sure of the reliability of the questionnaire distributed among the employees, the
SPSS statistical software w a scoeficeer dor theo cal cu
questionnaire. This coefficient was calculated as 0.844 for the ethical climate questionnaire
and 0.730 for the positive organizational behaviors.

Thus, it is concluded that the reliability of the questionnaire is acceptable.
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Table3The values of Cronbachdés alpha for
Organizational positive behaviors Organizational ethical climate
Cr onbac h| Numberof questionf| Cr o n b a ¢ h| Number of question
0.730 12 0.844 26
Findings

Descriptive statistics

Diagram 1. The age group of respondents
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Diagram 3. The educational level of respondents
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Diagram 4. The marital status of respondents
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Inferential statistics

© Filodiritto Editorei Proceedings

year s

of

ser v,



46

Faculty of Business Economics and Entrepreneurship

International Review (2018 No-2)

KolmogorovSmirnov test

With respect to the components of the organizational ethical climate and organizational
behaviors, the significance levels of the results of this test are given in Table 4. As can be seen,
the positive organizational value is mohan 5%, therefore, the distribution is normal and the

parametric test is used to examine the hypotheses

Table 4. The results of Kolmogore®mirnov test

Organizational ethica] Positive  organizationg
climate behavior
Number of data 224 224
Normal Mean 2.98 3.04
parameter SD 0.418 0.419
Absolute
The highest value 0.084 0.079
deviation Positive 0.058 0.079
Negative -0.0814 -0. 057
4 .value of Kolmogorov i 1 9253 1.182
Smirnov
Sig value (interquartile) 0.087 0.122

The evaluation of the mainhypothesis

Table 5 shows the results of the test. This table includes the Pearson correlation coefficient,
the significance level, and the number of data. According to this table, since the value of Sig
(0.000) is less than 5 percent, the Peacswrelation coefficient is 0.617 for 224 data.

Therefore, the main research hypothesis is accepted and there is a significant relationship
between the ethical climate and the positive organizational behaviors of the staff at Shahrud
University of Medical 8iences. This coefficient is significant at the error level of 1% that is
marked with**.

Table 5 The results of correlation test for the main hypothesis

L Positive
Organizational o
4 X organizational
ethical climate :
behaviors
Pearson 1 0.617
Organizational ethic correlation
'9 9 sig 0.000
climate . .
(interquartile)
Number of data| 2 2 4 224
Pearson 0.617 1
correlation
organizational Sig 0.000
behaviors (interquartile)
Number of data| 2 2 4 224

The evaluation of the first subsidiary hypothesis

Table 6 shows the results of the test. The correlation coefficient is 0.564 for 223 data.
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Therefore, the first subsidiary hypothesis is accepted and there is a significant relationship
between the instrumental ethical climate and the positive organizatieimaviors of the staff
at Shahrud University of Medical Sciences.

This coefficient is significant at the error level of 1% that is marked with **,

Table 6. The results of correlation test for the first subsidiary hypothesis

Positive organizationg Instrumental ethica
behaiors climate
Pearson 1 0.5%4
Positive organization correlation
/€ org Sig 0.000
behaviors - .
(interquartile)
Number of data| 2 2 4 223
Pearson 0. 564 1
Instrumental  ethica correlation
) Sig 0.000
climate . .
(interquartile)
Number of data| 2 2 3 223

The evaluation of the second subsidiary hypothesis

Table 7 shows the results of the test. The correlation coefficient is 0.581 for 223 data.

Therefore, the second subsidiary hypothesis is accepted and there is a significant
relationship between the ethical climate of independence and positive organizational behaviors
of the staff at Shahrud University of Medical Sciences.

This coefficient is significant at the error level of 1% and is marked with **,

Table 7. The results o€orrelation test for the second subsidiary hypothesis

PosVuye . The ethical climate o
organizational .
; independence
behaviors
Pearson 0.581
o . 1
Positive correlation
organizational Sig 0.000
behaviors (interquartile)
Number ofdata| 2 2 4 223
Pearson 0.5381 1
The ethicalclimate of cgrrelatlon
. Sig 0.000
independence X .
(interquartile)
Number of data] 2 2 3 223

The evaluation of the third subsidiary hypothesis

Table 8 shows the results of the test. The correlation coefficient is 0.542 for 224 data.

Therefore, the third subsidiary hypothesis is accepted and there is a significant relationship
between the ethical climate of caring and positive organizational behaviors of the staff at
Shahrud University of Medical Sciences.

This coefficient is significat at the error level of 1% and is marked with **,
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Table 8 The results of correlation test for the third subsidiary hypothesis

Positive organizationa The ethical
behaviors climate of caring
Pearson 1 0.5842
" N correlation
Posm\{e organizationa Sig 0 000
behaviors (interquatrtile)
Number ofdata| 2 2 4 224
Pearson 0.58542 1
. . correlation
'(I:'Qﬁngthlcal climate o S.ig | 0 000
(interquatrtile)
Number ofdata| 2 2 4 224

The evaluation of the fourth subsidiary hypothesis

Table 9 shows the result§ the test. The correlation coefficient is 0.536 for 223 data.

Therefore, the fourth subsidiary hypothesis is accepted and there is a significant
relationship between the ethical climate of organizational rules and regulations and positive
organizationalbehaviors of the staff at Shahrud University of Medical Sciences. This
coefficient is significant at the error level of 1% and is marked with **,

Table 9. The results of correlation test for the fourth subsidiary hypothesis

Posm\_/e . The ethical climate o
organizational o
; organizational rules
behaviors
Pearson 1 0. 536
Positive organization correlation
behaviors ’ S_ig . 0.000
(interquartile)
Number of datg 2 2 4 223
Pearson 0. 536 1
. . | correlation
The gthpal climate o Sig 0. 000
organizational rules (interguartile)
Number of datg 2 2 3 223

The evaluation of the fifth subsidiary hypothesis

Table 10 shows the results of the test. The correlation coefficient is 0.508 for 224 data.

Therefore, the fifth subsidiary hypothesis is accepted and ithargignificant relationship
between the ethical climate of professional and ethical codes and regulations and positive
organizational behaviors of the staff at Shahrud University of Medical Sciences. This
coefficient is significant at the error level b¥% and is marked with **.
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Table 10 The results of correlation test for the fifth subsidiary hypothesis

i, o The ethical climatg
Positive organizationa .
behaviors of _professmnal anq
ethical codes
Positive Pearson correlation | 1 0.508
organizational| Sig (interquartile) 0.000
behaviors Number of data 224 224
The  ethical| Pearson correlation | 0. 50 8 1
climate  of| Sig (interquartile) 0.000
professional
and  ethical| Number of data 224 224
codes

The evaluation of the current status of the researchomponents

The onesample ttest is used to examine the current status of the research components.
The results of this test (Table 11) showed that the status of components is desirable. The
status of the components of organizational ethical climatetiymsirganizational behaviors,
the ethical climate of caring, the instrumental ethical climate and resilience are at the medium
level and the components of the ethical climate of independence, optimism, and hope is not
desirable.
The twesample ttest wasused to examine the influence of the mediating variables of
gender and marital status on the views of respondents.
Confidence interval for the comp@&rO®@ntl50ff or g
3.000e03.15
Confidence interval for the componetitioe ethical climate of caringd . 2 8@e. 06 Y
2.740g02.94
Confidence interval for the component of t he
300.40 VY 3.160e03.40
Confidence interval for the component of the ethical climate of organizatioles: -
0.28@c. 04 Y 2..740g02.96
Confidence interval for the component of the instrumental ethical clintate:0 3 Q9 . 2 0
Y 2.970e03.20
Confidence interval for the component of th
300.54 Y 3.270e03.54
Confidence interval for the component of positive organizational beha@ior0 8 Q9 . 1 0
Y 2.950e03.10
Confidence interval for the component of optimist:. 3 @@e. 17 Y 2..610g 02. 8
Confidence interval for the component of hogie. 1 BQ9 . 21 17 O 03 . 11
Confidence interval for the componentofselb nf i den8©0. 886 ¥08. 62 0¢c 03
Confidence interval for the component of resiliene: 4 8@e. 18 Y 2..520g02. 8
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Table 11 The results of ongample ttest
95%
confidence
¢ interval of
Components M SD - Df | Sig sample mean
statistic difference
Lower | Upper
level level
Organizational ethical 2.40.4/-0.87/22|0.3/-0.0/0. 01
climate
The ethical climate of carin¢ 2 . 40 . 5(-1. 59(22|0. 1|-0. 1/0. 0]
The ethicatlimate of 3.10.7/2.06322|0.0[0.0(0. 2
professional rules
The ethical climate of 3.10.6/3.63622(0.0/0.070. 2%
organizational rules
Organizational ethical 2.40.5/-0.56/22|0.5/-0.0/0. 0]}
climate
The ethical climate of 2.10.7/-5.57/22]0.0[-0.3/-0.1
independence
Positive organizational 3.(0.4/1.52122|0.1[-0.0[/0.1
behavior
Optimism 2.70.6/-5.73/22|0.0/-0.3-0.1
Hope 2.4¢0.6/-2.60/22|0.0/-0.2/-0.0
Self-confidence 3.90.8/10.317122|0.0/0.440. 6¢
Resilience 2.90.6/-1.08/22|0.2/-0.1/0. 04

Two-sample ttest results
The test of the role of gender in the view of respondents

We use the tw@ample ttest to measure the differences between the views of female and
male respondentabout the main features of organizational ethical climate and positive
organizational behaviors.

The results of the test in table 12 showed that there is no significant relationship between
the views of men and women with regard to the components ofstierirental ethical climate,
the ethical climate of independence and-selifidence at 5% error level and thus their views
are identical. As regards the components of the organizational ethical climate, positive
organizational behaviors, the ethical climaf caring, the ethical climate of professional and
ethical codes, the ethical climate of organizational rules and regulations, optimism, hope, and
resilience, there was a significant relationship between the views of men and women at 5%
error level andhus their views are not identical.
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Table 12 The test results of the role of gender in the view of respondents

Levene test for
the equality of

t-test for the equality of means

variances
Components | Gender | M SD
. Sig | T Sig
statistic level | statistic Df (interquatrtile)
Organizational Female | 2. §0. 4
ethical climate 0.48{0. 4/-3. 2122 0.001
Male 3.(0$0. 4
The ethical| Female |2 . §0 . 5
climate of 1.45/{0. 2|-3.1422 0. 002
caring Male I
The ethical| Female 90. 7
climate of
professional | Male 3.40.6/ % 720 1-3.0922 Vo UUS
rules
The ethicall Female | 3. (0. 6
climate of
organizational | Male 3.40.6 0 77/0-3-2.8%822 Vo UU
rules
Instrumental | Female| 2. 40. 5
ethical climate| Male 3. qo0. 4L 330 2-1. 0422 0. 278
The ethicall| Female | 2 . ¢ 0. 7
climate of i 0.01/0.9|-1.2(22 0.229
independence Male 2.10.7
Positive Female| 2. 40. 3
organizational ) 0.10/{0. 7|-3.34%22 0.001
behaviors Male 3.7]70. 4
. Female| 2. 0. 5
Optimism Male 2.&0.61'470'2_2'9 22 0. 003
Female| 2. 10. 6 .
Hope Male 2.50.61'160'2 2.0422 0.041
Self Female| 3. 0. 8
confidence Male 3.(0.80'010'9-0'5 22 0.616
- Female | 2. §0. 5 )
Resilience Male 3_(0_74.440.0 2.84¢22 0.0014

The evaluation of the role of marital status in the view of respondents

The results of the test showed that there is no significant relationship between the views of
married and single respondents with regard to the components of the instrumental ethical

climate, organizational ethical climate, positive organizational belgwoe ethical climate

of caring, the ethical climate of professional and ethical codes, the ethical climate of
organizational rules and regulations, optimism, hope, and resilience, the ethical climate of
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independence and salbnfidence at 5% error levahd thus their views are identical in this

regard.

The results of multiple comparisons of population means (ANOVA)

The test of the role of age in the view of respondents

The results of table 18howed that the views are identical in the components of the
organizational ethical climate, positive organizational behaviors, the ethical climate of caring,
the ethical climate of professional and ethical codes, the ethical climate of organizatiemal rul
and regulations, optimism, hope, and resilience. However, the views differ in the components
of instrumental ethical climate and the ethical climate of independence.

Table1l3The results of the test of the rol
The ethical| Instrumental The ethical The ethical The o
. : climate of | climate of| ethical Organizational
climate of | ethical o . . 4 . Component
) : organizational professional| climate of | ethical climate
independencq climate :
rules rules caring
2.912 3.503 |1.943 1.520]|0.4752.411 F statistic
0. 035 0.016 |0.1214 0.210 |0.7000.068 Sig value
Selt Positive
Resilience ' Hope Optimism | organizational| Component
confidence ;
behaviors
0.827 0.931 2.219 |0.3240.460 F statistic
0.480 0.427 0.087 |0.8080.711 Sig value

To determine which means adéferent with regard to the components of instrumental
ethical climate and the ethical climate of independence, we use-aquottst. One such test
is Tukey which is going to be discussed in what follows.

The instrumental ethical climate

In Table 14the Tukey test results are provided. In the column dealing with the difference
of means, the significant differences are marked with *. As can be seen, according to Tukey
test, there is a significant difference between the mean of 41 to 50 age grobp arehh of
the age group above 50 yea@sgvalue is less than 5%).

Table 14 Tukey test results for the component of instrumental ethical climate

Dependent variable Age (1) Age (J) SD (I-J) | Sig.
407 31years|-0. 010 . 9
207 30 years| 501 41years| 0. 16{0. 3
Above 50 -0.210. 3
2071 30years| 0. 02/0. 9
Instrumental ethical climat( 407 31 years| 507 41years| 0 . 18/ 0. 1
Above 50 -0.140. 3
207 30years|-0. 140 . 3
507 41 years| 407 31years|-0. 1{0. 1
Above 50 -0.3]10.0
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Above 50

207 30years|0. 21/0. 3
4071 31years| 0. 19/0. 3
507 41yearsf0. 37/0. O

The ethical climate of independence

According to Tukey test, there is a significance difference between the means of different
age groupsSigvalue is above 5%)

The

test

of t

he

r ol

e of

educ

ational

| evel i

The results of table 1&howed that the views are identical in the components of the ethical
climate of caring, the ethical climate of organizational rules and reguatmpe, and self
confidence. However, the views differ in the components of instrumental ethical climate and
the ethical climate of independence, the ethical climate of the organization, positive
organizational behaviors, the ethical climate of profesdiand ethical codes, optimism, and

resilience.
Tablel5The results of the role of educati
. The ethical| The ethical| The
The ethical| Instrumental| _. . ; o
. X climate of| climate of| ethical Organizational
climate  of| ethical - . . : . Component
) . organizational| professional| climate of| ethical climate
independencq climate :
rules rules caring
6. 098 4.296 |1.239 2.914 ]1.3424.701 F statistic
0.000 0.002 |0.295 0.022 |0.2550.001 Sig value
Selt Positive
Resilience confidence Hope Optimism | organizational | Component
behaviors
4.291 1.815 2.048 |4.6563.216 F statistic
0.002 0.127 0.089 (0.0010.014 Sig value

We use Tukey test to determine which means are different with regard to the components
of organizational ethical climate, positive organizational behavibes,ethical climate of

professional and ethical codes,

instrumental

ethical climate,

the ethical climate of

independence, optimism and resilience. In what follows, these components will be discussed.

The ethical climate of the organization

In Table 16 the Tukey test results are provided. As can be seen, according to Tukey test,
there is a significant difference between the mean of the group with high school completion
degrees and the mean of the group holding BAs. There is also a significant differevmeerb
the mean of the group with high school completion degrees and the mean of the group holding
Mas. This is also true of the mean of the group with high school diplomas and that of the group
holding PhDs (Sig value is less than 5%).
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Table 16 Tukey test results for the component of organizational ethical climate

Dependent variable Education leve(l) | Education leve(J) ?)D (- Sig.
Associateg0.21/0. 2
High School| BA 0.370.0
Diploma MA 0.300.0
PhD FORT4T 0 . 0
High Schooll 5 2 40. 2
Diploma
Associ at ¢ BA 0.15/0. 2
MA 0.09/0. 8
PhD 0.19/0. 3
H!gh School 0.370.0
Diploma
Organizational ethical BA Associatg-0.150. 2
climate MA -0. 060. 8
PhD 0.04/0.9
High Schooll g 3do0. o
Diploma
MA Associatg-0.090. 8
BA 0.06/0. 8
PhD 0.10/0. 8
Diploma
PhD Associatg-0.190. 3
BA -0.040. 9
MA -0.14d0. 8

The ethical climate ofprofessional rules

According to Tukey test, there is a significant difference between the mean of the group
with high school diplomas and the mean of the
value is less than 5%).

The instrumental ethical climate

According to Tukey test, there is a significant difference between the mean of the group
with high school di pl omas and the mean of t h
mean of the group with high school diplomas and the mean of the grébugPhDs (The
significance value is less than 5%).

The ethical climate of independence

According to Tukey test, there is a significant difference between the mean of the group
with high school diplomas and t hethemeeanof of t he
the group with high school di pl omas and the
also the mean of the group with high school diplomas and that of the group with PhDs (The
significance value is less than 5%).
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Positive organizational beaviors

According to Tukey test, there is a significant difference between the mean of the group
with high school di plomas and the mean of
mean of the group with high school diplomas and the mean of thegrouph Ma st er 6 s
(The significance value is less than 5%).

t h
De (

Optimism

According to Tukey test, there is a significant difference between the mean of the group
with PhDs and the mean of the group with high school diplomas, the mean of the group with
PhDs and the mean of the group with Associ
and the mean of the group with BAs, and also the mean of the educational group holding a
PhD and those with an MA (The significance value is less than 5%).

at e

Resilience

According to Tukey test, there is a significant difference between the mean of the group
with high school di pl omas and the mean of the
the group with high school di pl oslegreeg thal t he n
mean of the group with high school diploma and the mean of the group with Mas, and the
mean of the educational group holding a PhD and those with a high school completion degree
(The significance value is less than 5%).

The evaluation of tle effect of the years of service in the view of respondents

The results of table 13howed that the views are identical in the components of positive
organizational behaviors, instrumental ethical climate, optimism, hope, arabeétfence.

However, theviews differ in the components of the ethical climate of independence, the
ethical climate of caring, the ethical climate of the organization, the ethical climate of
organizational rules and regulations, the ethical climate of professional and ethicalaratle
resilience.

Table 17T h e concerni of

test resul ts

ng years

The ethical| The ethical| The

The ethical
climate of
independence

Instrumental
ethical
climate

climate of
organizational
rules

climate of
professional
rules

ethical
climate of
caring

Organizational
ethical climate

component

2.827

0.7

2.

3.6

3. 763

F statistic

0.026

11
0.586

75
0.024

9 4
0.006

0. 006

Sig value

Resilience

Self
confidence

Optimism

Positive
organizational
behaviors

component

2.

1.174

1.277

F statistic

564
0.039

0.323

1. 537
0.192

0.280

Sig value

We use Tukey test to determine which means are different with regard to the components
of the organizational ethical climate, the ethical climate of caring, the ettliosdte of
professional and ethical codes, the ethical climate of organizational rules and regulations, the
ethical climate of independence, and resilience. In what follows, these components will be
discussed.
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The ethical climate of the organization

In Table 18 the Tukey test results are provided. As can be seen, according to Tukey test,
there is a significant difference between the mean of the group with 5 to 10 years of service
and the mean of the group with 16 to 20 years of service.

There is also aignificant difference between the group with 11 to 15 years of service and
the one with 16 to 20 years of service (Sig value is less than 5%).

Table 18 The results of Tukey test for the component of organizational ethical climate

Dependent variable Z)ears of service ZSars of service SD(1-J) | Sig.
51 10 years -0.060.09
117 15 years -0.140. 2
Less than 5 years| 207 16 years 0.15/0.3
More than 20 0. 0710 9
years
Lessthanyears |0. 06/0. 9
117 15 years -0.140. 7
571 10 years 2071 16 years _ﬂ
More than 20 0. 0od1. o
years
Lessthan5years|0. 16/0. 2
Organizational ethical 51 10 years 0.10/0.7
climate 117 15 years 207 16 years 0.320.0
More than 200_090_9
years
Lessthan5years|-0. 150 . 3
5i 10years  [HONN212 0 . O
207 16 years 117 15 years 0.320.0
More than 20 0. 230. 2
years
Lessthan5years|0. 07/0. 9
More than 20| 51 10 years 0.00/1.0
years 117 15 years -0.090.9
207 16 years 0.23]0. 2

The ethical component of caring

Based on the results of Tukey test, there is a significant difference between the mean of the
group with 11 to 15 years of service and the mean of the group with 16 to 20 years of service
(i.e. Sigvalue is less than 5%).

The ethical climate of profession and ethical codes

Based on the results of Tukey test, there is a significant difference between the mean of the
group with 11 to 15 years of service and the mean of the group with 16 to 20 yseangic#
(i.e. Sig value is less than 5%).

The ethical climate of organizational rules and regulations

Based on the results of Tukey test, there is a significant difference between the mean of the
group with 11 to 15 years of service and the mean ofribvgpgwith 16 to 20 years of service
(i.e. Sig value is less than 5%).
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The ethical climate of independence

Based on the results of Tukey test, there is no significant difference between the mean of
the groups with different years of service (i.e. Sig vaduarger than 5%).
Resilience

Based on the results of Tukey test, there is a significant difference between the mean of the
group with 5 to 10 years of service and the mean of the group with 16 to 20 years of service
(i.e. Sig value is less than 5%).

The

eval

uat i

on of

t he

comparisons of population means: ANOVA)
The results of table 1$howed that the views of different groups with various employment
types are identical in all components of positbrganizational behaviors, instrumental ethical
climate, optimism, hope, setonfidence, the ethical climate of independence, the ethical
climate of caring, the ethical climate of the organization, the ethical climate of organizational
rules and regulatins, the ethical climate of professional and ethical codes, and resilience.

r ol

e

of emp |

oyment st

Table19The evaluation of the role of empl oyme
. The ethicall The ethical| The
The ethical| Instrumental| _. . . o
. . climate of | climate of| ethical Organizational
climate of | ethical o . . ! . component
) : organizational professional| climate of| ethical climate
independency climate :
rules rules caring
0.8614 0.980 |1.798 0.727 |2.5870.891 F statistic
0.460 0.403 |0.149 0.537 ]0.0540.447 Sig value
Selt Positive
Resilience ' Hope Optimism | organizational| component
confidence ;
behaviors
0.449 0.107 0.666 |1.8240.828 F statistic
0.718 0.956 0.574 ]0.1440.480 Sig value
Conclusiors

The results show that the administrators of Shahrud University of Medical Sciences can
manage the ethicallimate of the organization to affect the behaviors of the staff at the
organization and increase the positive and ethical behaviors of the organization. It is imperative
that the administrators of Shahrud University of Medical Sciences know that expetbiiora
behaviors and positive organizational behaviors to emerge among the staff is completely
beneficial so long as they act accordingly. The behaviors governing the organization are fully
mutual which means that undesirable behavior from one side tchenfollowed by the
positive behavior of the other side. Then, if organizations are willing to improve their
behavioral environment, they should be committed to act in an ethical and humane manner
before advising their staff to act accordingly. As an pizgtion expects to observe positive
organizational behavior among the employees more frequently, it must promote the
commitment regarding ethical behaviors towards the employees and the entire organization.

The way employees behave is a reflection onntlamagers and, if this is the case, any
change in this reflection involves changing the initial behaviors. The theory of ethical climate
points to the fact that it is possible to make practical efforts to manage the ethical climate of
organizations insteadf making laws and regulations and resorting to the disciplinary,
unilateral, and managerial control along with reinforcements and restrictions (which are often
counterproductive).
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In this way, some kind of conscious commitment and responsibility will ganier the
staff and managers and negative organizational behaviors will be replaced with positive
alternatives.

Final analysis model

/ The Organizational Ethical Climate
0.
Instrumental Ethical Climate
/
0.5
= The Ethical Climate of Independencel
0.
Positive Organizational
Behaviors
0 — The Ethical Climate of Caring
0. .
™\ The Ethical Climate of Organizationa
Regulations
0. .
\ The Ethical Climate of Professional
Ethical Regulations
Fig. 3. The final analysisnodels
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Abstract

Entrepreneurship, as a new phenomenon in economics, in a broad and multifaceted
interaction with market orientation, plays a decisive role in improvement and the performance
of organizations. Nowadays, achieving a sustainable competitive advantage in organizations
is crucial to obtain appropriate financial results for which innovation is one of the most
significant ways. One of the most important features of innovation whight lead to
competitive advantage, is the asynchronous use of it by other competitors and the difficulty in
imitating and duplicating it, which itself requires culture implementation and entrepreneurial
strategies. The relationship between entreprendgpraeimd market orientation has been
investigated in the last two decades theoretically and practically. To this end, the aim of this
research is the study of the relationship between entrepreneurial services and competitive
benefits with the mediator rolef anteractive and supportive innovation. The statistical
population of this study is 150 people selected among the staff of Ahwaz university of medical
sciences. Employing descriptive and inferential statistics in SPSS, the data were analyzed. In
order tounderstand the current status of respondents in terms of the amount of each variable
under study, the relationship between variables is investigated using single sdaegblartd
Pearson correlation coefficient. They are also analyzed through strucyuatiens and path
coefficient analysis. Results represent a close relationship between interactive and supportive
innovation with competitive advantage in the selected companies.
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A penetrating | ook at the wor Isderyrdéferemtal s t he
from the pasto. This difference refers back t
the economy, mass production and surplus capacity in most marketbatsee competition,
massive information and efficiency of communicationd knowl edge and cu!
increasing information and power and all these represent the integration of global markets,
increasing complexity of markets and the dynamics of processing environment of companies
and manufacturing and service enterprisesubhglace, organizations survival and success
are sustainable in creation, maintenance and perseverance of the competitive advantage.

Obviously, achieving this goal, demands an intelligent design of competitive path which is
causally obscure and sociaipd managerially complicated. Yet, understanding concepts and
content features, various kinds of competitive advantages and their causal area, pave the way
for the design and performance of this approach.

Many experts believe that new organizational styiatewith novel structures should be
followed in order to produce goods and services with the lowest cost and best quality meeting
customersd needs; in a way that the worl d mar
to have a successful economy, mezd successful companies in competitive environments and
this requires a powerful and autonomous manpower. Entrepreneurship, creativity, innovation
and risky businesses are crucial elements in the economy for country development. Hence, in
each organizatn, if there is an entrepreneurship, there will be employment and technology
transference. Entrepreneurs are the agents of realization, creation and development of new
markets. They are capable to see the gaps of markets and identify the opportunities well
other words, entrepreneurship is nothing but recognition and optimal use of an opportunity.

Therefore, the present research takes entrepreneurship as an appropriate strategy for an
interaction with sustainable competitive advantage.

Problem Statement

Today, the sustainable competitive advantage is achieved if companies bring superior value
and sustainability for their customers. The growing importance of services puts more emphasis
on the need for serviegriented approach for value creation (BitéeBrown, 2008). Service
innovation improves the overall performance of organization and this, in turn, is an important
resource to achieve competitive advantage (Gray, Matear, Deans & Garett, 2007). However,
there are different gaps or vacuums should sidered (Hipp & Grupp, 2005). First, despite
identifying the growing key differences between service innovation and production
innovation, most approaches have the concept of service innovation based on goods
production. Certain features of services sHduwe realized clearer to facilitate the concept of
innovation in services. Second, most studies have not widely investigated the sources
limitations to access innovation in companies, while most companies are managed under
dependency and environmental liations (Casciaro & Piskoriski, 2005). Aatko,there are
insufficient information on the way companies can create value through identical and distinct
resources. In many cases, entrepreneurial designs are run in environments encountering short
supplies vmer e companies adapt themselves to Ains
resource combinationo. That i s, strategical
develop unique opportunities and further value for customers (Beker & Nelson, 2005).

Regarding these gaps and creating a competitive strategic viewpoint, lead to investigating
the role of entrepreneurship services, resource combination (instrumentation) in service
innovation and the process of competitive advantage. As a new concept ghishiemalyzes
the created value by service innovation (OO0
provider, it is divided into two types: interactive innovation (i.e. direct value creation
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experienced by customer) and supportive innovation (indirectevateation through a
mediator or protector).

Several key factors are resulted from reanalyzing the service innovation based on
companiesdé functional information. First of a
influences the function positileand empowers the company to create higher value compared
to other competitors. For instance, service innovation which combines the knowledge of
customers and first l evel empl oyees, influen
competitive functionSimilarly, the difference in services and focus on service innovation,
develop competitive advantage (Kastafstnal, 2011). However, the attention revolves
around the results of service innovation, there are little empirical researches on the assessmen
of superior and permanent benefits of market position brought by service companies. The
existing studies scrutinize integrated views in areas that are supported by some researchers;
while other researchers propose a view opposing service innovation drasadtainable
competitive advantage. Ease of use of duplicate services and the possible problems in terms of
service innovation registration are considered as common reasons which are represented by
those who stand against the service innovation bassedstainable competitive advantage.

But those who possess a supportive view hereof, observe that the basis of the stable and
superior function is hidden in key capabilities recognized and developed by the company.
Several researches on the function basedearvice innovation describe a view based on
companyds capabilities. A view based on compe
to achieve competitive advantage through their distinct capabilities.

Some scholars found out that unique featoradifferential capabilities are regarded as the
key factor in achieving a sustainable competitive advantage.

However,this discussion remains unresolved, the previous records and the strategy of
service innovation in other service industries should lBesfland assessed deeply in different
researches. Secondly, service innovation is distinct from manufacture innovation with
noticeable differences. For example, the incremental and sustainable nature of service
innovation and lack of evolutionary levelsdaresearch and development units in service
companies represent that service innovation is naturally different from manufacture
innovation.

Researches on service innovation show that the convergence among employees, suppliers
and partners in innovation press, is beneficent for the function of service companies and also
services growth and innovation result from communication out of the company which attract
and retain innovators to the compahipwever,to create innovation in services, scholars put
emphais on communicative and interactive aspects and this makes the function results related
to services innovation to be influenced, there are little researches on the way a company can
achieve a stable function through innovation.

Finally, concepts and hypgwodses of service innovation originates from a broad range of
theoretical aspects to investigate the existing empirical evidence related to innovation results
in low amounts which lead to an innovatibased function.

Anyway, infrastructure strategies ofsmirce combination, by service companies, lead to
innovative actions which have not been considered widely. In terms of environmental resource
Il i mitations, Baker & Nelson (2005) claim that
sometimes employeds a new mechanism leading to innovation discovery through offering
new services to customers by means of the ava

Significance of the Study

One of t he key requirements for compani es¢
advantages be sustained? For the development and deployment of a competitive advantage,
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companies should possess the capabilities to be used in creating valuable, iniméatde, sc
and irreplaceable resources (Movaghar & Mousavi, 1393).

To be able to survive in new competitive paradigms among organizations, which is a totally
competitive and knowledge ased ar e a, todaybés organizations
crucial stratgy and while recognizing environmental change and evolution, they should
identify organizational index influencing organizational innovation and be amenable to
changes. Regarding the importance of innovation and competitive advantage for business
survivaland the necessity for companies and organizations to be familiar with such issues, in

t he present study, they ar e el aborated on
entrepreneurship services and competitive advantages with the mediator role ofveteratti
supportive innovationo to use the results in

Operational Definitions

This part is committed to brief definitions of the employed variables.

Competitive Advantage

To better understand any subject, first its definition should be prapose

Obviously, the more comprehensive the definition is, the better understanding of a subject
will result. In this regard, some definitions related to competitive advantage given by experts

wi || be suggested: icompet i tattractonseoflsuggestiom ge i s
compared to competitors in customers6 point
advantage of companyés available values for ¢

than customerdés costso.
Regarding the suggested defimns, competitive advantage shows that the direct

relationship among values in customerés point
offered values by competitors, determine the requirements and dimensions of competitive
advantage. As fromtheucst omer 6 s poi nt of view, the compa

company with the values supplied by competitors is more consistent with the desired values
and disciplines, it can be said that the company has a competitive advantage in one or more
indices;i t a way that this advantage causes mor e
competitors.

Given the theoretical foundations of the subject and the actual and objective dynamics of
competition, the competitive advantage can be divided into five types:

a) Situational advantage vs. kinetic or dynamic advantage

b) Congregant advantage vs. inconsistent advantage

¢) Obvious advantage vs. intangible advanfage

d) Simple advantage vs. compound advantage

e) Temporary advantage vs. lasting advantage

Entrepreneurship

Entrepreneurship is subject has attracted the attention of educational circles in the world
since the end of the twentieth century. A review of a history of entrepreneurship has proven
that this term was created in economics and by economist and then itdeéhtesehools of
other fields (Chegeni, 1388). There are different definitions for entrepreneurship. Social and
management scientists, psychologists, economists, each has a specific definition for
entrepreneurship, but they all share this common pointetfia¢preneurs, as the economic
axis, substitute the old and insufficient methods with modern efficient ones which mobilizes
the economic system. The entrepreneur is a person who seeks for innovation such as producing
new products, suggesting modern methindproduction process, finding new resources,
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creating a new organization in business, opening a new market and influencing financiers
(Rahimian, 1388).

Therefore, entrepreneurship is the process of innovation in which the entrepreneur spends
time and effort and accepts some possible financial, mental and social risks to achieve funds,
personal satisfaction and independence. The current economic conditidrch our country
encounters major problems such as brain drain, deterioration of government investment, lack
of economic mobility and growth, training entrepreneurs has the most significance (Ardakani
et al, 1388).

Innovation

Brant defines innovatin as any new behavior or thought which differs qualitatively and
Draker regards it as any attempt to create purposeful and centralized changes in a business
enterprise or social potentials (Rahman Seresht & Hashemi, 1387). Innovation is an effective
methal to accelerate the growth and profitability in service companies, associated with new
methods of value creation for both customers and companies. Innovation in service includes:
a) interactive innovation: tends to more customers and looks for behawvioranaotional
responses from customers encountered with new value or conc8pipmrtive innovation:
novel values which interact with customers and supports offering new integrated services with
configuration (Movaghar & Mousavi, 1393).

Methodology

Innovation is an effective method to accelerate the growth and profitability in service
companies, associated with new methods of value creation for both customers and companies.
While previous approaches had investigated service dimensions, type and level fo
conceptualization of service innovation, as a method through which service companies create

value by means of innovation and custoragentation, it was under little empirical attention
(Carman & Langeard, 1980). The concept that innovation is maiplyysical product and
competitive advantage is provoked by entrepreneurship, is well proved in the strategic
researches (Ahuja & Lampert, 2001). Discovery, creation and exploitation of goods and future
services and results are regarded as a profit or pahiciterest in the field of entrepreneurship
(Venkatarama, 1997). In return, there are several differences between service manufacture and
innovation, some of which may be considered as innovation obstacles. Service innovation
contains possible strategitianges in value chain. On the other hand, companies which are
more customecentric and depend on their customers as input factor in the innovation process,
they probably focus on a better placement of customers who need innovation (Alam, 2002).

This focts might be effective in leading the company to innovation. To support such
companies which produce more ideas and accelerate their performance, they often produce
more and more innovations.

In order to effectively implement new services, there should Iséramg interaction
between the offered value propositions by a company and supportive systems and the main
process. On this interaction, Mahajan and Akripol and Chis, represent a mutual relationship
between operational tasks and marketing. In the casejfcpdriven companies, when the
company develops a new field of expertise as a part of its propositions, it needs new programs
to provide new resources and achieve special relevant features to support and create value
through new innovations.

In the caseof competitive advantage and innovation, it is claimed that the sustainable
competitive advantage refers to companyd6s acc
with better performance. The previous researches show that while retaining a ceepetiti
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advantage is difficult in unstable environment, competitive advantage in stable business
environments can be sustainable (Essenhart & Martin, 2086yever, researchers
investigated the fidynami sm obst aclreksedt s(oP ocarntde r
denotative mechanism (Rumlet, 1984) for competitive advantage stabilization, there are
limited researches which empirically prove that which factors support superior economic
function. This research confirms that the definition of the balansesihinable competitive

advantage which is proposed by Barney, cl air
sustainable competitive advantage which is operating a-cahating strategy, it should not

function or being duplicated for other competitonsigil t aneousl yo. A key f a
the stability of a competitive advantage, i

duplication the value structutEmsed innovation which creates the advantage.

The inability to copy and paste is related to safi@n mechanisms which increase the costs
of strategy imitation, is regarded as a barrier to imitation. That way, this special description is
consistent with the previous researches on competitive strategy which run the sustainable
competitive advantage /e r awar dena & O6Cass. 2004) .

Review of Literature
The conducted domstic and foreign studies are as follows:

Domestic Studies

Naiyeri et al, ( 1 394) have proposed a model for id
orientation role in promoting the level of organizational innovation in banking system (case
study: Bank of Hekmat I raniano. The results c

and ts components, have a positive effect on organizational innovation in Bank of Hekmat.

There is also a significance gap between the existing condition and the desired features
from respondentsdéd point of view.

Movaghar & Mousavi diva (1393)haveconductedtt st udy entitl ed Ai nv
role of service entrepreneurship and bricolage in sustainable competitive advantage:
specification of t he rol e of interactive an
comprehensive overview of the subject, they attetmpepresent each variable according to
the latest researches.

Hejazi & Hosseini Moghaddam (1392have st udied fthe effect
tendency on the performance of banks with the emphasis on the mediating role of market
orientation (case studgubl i ¢ and private banks of Gilan p
hypotheses, along with proving the effect of market orientation on performance, show that
generally there is direct and indirect relationship between entrepreneurship and function and
marketing variable has a significant effect on this relationship.

Arabi et al, (1392)have conducted a study entitled A
advantage and improving organizational performance through custwietation,
distinction of innovationmd mar ket 0. R e s u lotientatienhhasva pdsitivat c u st
and significant effect on innovation and marketing. Moreover, innovation and markatiag
a positive and significant effect on organizational function.

Madhoushiet al, (1391)have studid fithe effect of market orientation and entrepreneurial
tendency on innovation in small and medium businesses in the current changing and unstable
conditionsodo. According to the results, the pr
directly andindirectly by means of entrepreneurial tendency.
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Foreign Studies

Sandeepet al, (2013)have conducted a study entitd]l
innovation: the role of resource combination and entrepreneurship in poojeucted
companies irustralia and America. In this research, mstthiges research program was used
to demonstrate the way the strategic resources of innovative and entrepreneur service
companies combine and proceed their competitors. This research acts as an encouragement to
go through this subject deeply.

Lee JiaSheng & Hsieh Chiagjungdi d a study entitled Ainvest
among entrepreneurship, marketing capacity, innovation capacity and sustainable competitive
advantageo. The de puynaleehe sustairmble canfipétitve advantagé hi s ¢
and the effective variables namely, innovation capacity and entrepreneurship. In this research,
more than 1000 Taiwanese manufacturers, who have studied in the commonwealth magazine
in Taiwan in 2009, are invigated.

Vikash Naidooi n hi s study entit | e fbrmfatchisis: the effecv i val o
of mar ket orientation, mar keting innovation
medium Chinese manufacturing companies which promote and cetajpetitive advantage,
have a bigger chance of survival and marketing innovation helps developing the competitive
advantage through cost and differentiation leadership strategy.

Prajogo, D.l.,, McDermottetal,i n t hei r research, Aii mpact of
quality and innovationd conclude that researc
effect on the product innovation. Their research also displays that factors such as focus on
customer, managesnt of process and distribution channel influence the quality of products.

Moreover, management of distribution channel has a positive effect on product innovation.

ed

Research Methodology

This research in terms of purpose is practical based on descriativey and causdilased
approach. Subject area of the research is the study of the relationship between service
entrepreneurship and interactive innovation with a sustainable competitive advantage. The
sphere of the study is Ahwaz University of MedicaleBces. The data are analyzed by SPSS
software in three stages namely, 1. Understanding the data and preparing them for analysis 2.

Performing the validity and reliability tests of the criteria 3. And the analysis of the
proposed conceptual model. The ogptal model analyzes the hypotheses based on Sandeep
model (2013).

Data Analysis

This part is committed to data analysis and the results. Research variables in table (1) are
as follows:

Correlation Test

Analysis of the first hypothesis

Table 1 Correlation coefficient of service entrepreneurship and interactive innovation
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According to the above table, the significance level is calculated as 0.00 which is less than

the standard 0.05. Therefore, the relationship between the two vaiigl@dpproved. The
coefficient of determination is measured as 78%, representing that the independent variable of
this research justifies 78% of the dependent variable changes. Moreover, the correlation

coefficient is positive which portrays the direct tedaship between the two variables. Thus,

it can be claimed that the examined independent variable has a significant relationship with
the dependent variable.
Analysis of thesecond hypothesis

To examine the relationship between two variables of serviteepFaneurship and
supportive innovation, Pearson correlation coefficient has been used and zero assumption is

chosen as follows. By conducting the test at the level of 95%, the following results were given:

Table 2 correlation coefficient of service @apreneurship and supportive innovation

Based on the above table, the significance level is calculated as 0.00 which is lower than
the standard 0.05. Therefore, the relationship between the two variables is approved. The

Statistical | Correlation N Number
; - Significance
Independent index coefficient | of
) > evel Test result
variable Dependent | (R?) ®) samples
variable P (n)
Service | Supportive | g0 0/00 150 Test
entrepreneurshiy innovation significance
Source: researcherdéds cal cul

at.i

coefficient ofdetermination is measured as 96%, which displays that the independent variable

of this research justifies 96% of the dependent variable changes. Moreover, the correlation

coefficient is positive which portrays the direct relationship between the two lesridlnus,
it can be claimed that the examined independent variable has a significant relationship with

the dependent variable. That is, there is a direct relationship between service entrepreneurship

and supportive innovation.

Analysis of the third hypdiesis
Here, to investigate the relationship between the two variables of mutual relationships and

brand special value, Pearson correlation coefficient is employed and zero assumption is

chosen. By conducting the test at the level of 95%, the followindtsesere given:

Table 3. correlation coefficient of interactive innovation with sustainable competitive

Based on the above table, the significance level is calculated as 0.00 which is lower than
the standard 0.05. Therefore, the relationship between the two variables is approved. The
coefficient of determination is measured as 99%, which displays thatiggeindent variable
of this research justifies 99% of the dependent variable changes. Moreover, the correlation
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; . Significance
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variable b (n)
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. ; competitive | 99% 0/00 150 o
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coefficient is positive which portrays the direct relationship between the two variables. Thus,
it can be claimed that the examined independaritible has a significant relationship with

the dependent variable. That is, there is a direct relationship between interactive innovation
and sustainable competitive advantage.

Analysis of the fourth hypothesis

Here, to investigate the relationshiptween the two variables of supportive innovation
and sustainable competitive advantage, Pearson correlation coefficient is employed and zero
assumption is chosen. By conducting the test at the level of 95%, the following results were
given:

Table 4. correlation coefficient of supportive innovation with sustainable competitive
advantage

Independent
variable

Statistical
index

Correlation
coefficient

Significance
level

Number
of

Test result

Dependent | (R?
variable

Sustainable
competitive

advantage

samples

(p) o

Test
significance

Interactive

; ; 89%
innovation

0/00 150

Source: researcherds calcul ations
Based on the above table, the significance level is calculated as 0.00 which is lower than
the standard 0.05. Therefore, the relationship between the/aviables is approved. The
coefficient of determination is measured as 89%, which displays that the independent variable
of this research justifies 89% of the dependent variable changes. Moreover, the correlation
coefficient is positive which portrays tlrect relationship between the two variables. Thus,
it can be claimed that the examined independent variable has a significant relationship with
the dependent variable. That is, there is a direct relationship between interactive innovation
and sustainableompetitive advantage.
A general research model in the form of structural equations
After confirming each of measurement patterns, to test the hypotheses, a general research
model is represented in the form of structural equations in figure (1) ald@il e | 6 s gener a
indices of fithess assessment, deenonstrated in table numbe,(®hich represent that the
modulated model is appropriate in terms of the three indices of absolute fit, comparative and

economical.

Table 5. Fit indices of the overall rearch model

Indicator and standard (¢ Indicator value in thg

. result
acceptance desired pattern
1 ¢ 1 / df O5 2 Pattern fit is appropriate.
GFIl 00/ 90 0/903 Pattern fit is appropriate.
AGF I 00/ 8 0/845 Pattern fit is appropriate.
RMROO0O/ 05 0/029 Pattern fit isappropriate.
NFI 00/ 90 0/935 Pattern fit is appropriate.
CFl1 G0/ 90 0/951 Pattern fit is appropriate.
RMSEAOO/ 05 0/004 Pattern_ fit is  mostly

appropriate.

TLI 60/ 90 0/933 Pattern fit is appropriate.
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Hypotheses Test

After the investigation and confirmatiarf the measured pattern in the first step, and the
confirmation of the general model in the second step, structural equations are used for
hypothesis test and subsequently, the subsidiary hypotheses have been discussed.

Root mean square error approximati@quals 0/004 in the selected model which
demonstrates the adequacy of fit model and its strong significant relationship.

Path analysis of subsidiary variables will be discussed.

& imosu 0.7

Chi-Sguare=12.9%0), df=2, P-valu==0.00158, RMSEA=0.0041

Fig. 1. path analysis and path coefficients of the model resulted fr@BRL software
based on subsidiary variables

/ Inml N
33.18

\ imosy  [=+3_ 74

Chi-Sguare=12.90, df=2, P-valu==0.00158, RMSER=0.0041
Fig. 2. path analysis and path coefficients of the model resulted ftest LISERL software

Table 6. fir indices according to the main components

Overall fit indices Coefficient t-value Coefficients
X?%=12/90 .
Df=2 Service _

entrepreneurship an| 6/71 79%
p-valuel<.005 interactive innovation
RMSEA=.004

Service

entrepreneurship an| 18/70 96%

interactive innovation
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Interactive innovation
and sustainabl¢ 33/18 91%
competitive advantag
Supportiveinnovation

and sustainabl¢ 40/10 11%
competitive advantagy
Source: researcherodéds calcul ations

Conclusion and Suggestions

Today, entrepreneurship is one of tools of development because the existence of
entrepreneurs provides an opportunity for successdamdlopment. Also, due to the ever
increasing number of new competitors and the distrust in traditional management practices in
companies, the necessity of entrepreneurship is felt. In this regard, the dynamic organizations
are responsible to discover argtain innovator entrepreneurs. To retain autonomous and
innovative people, an organization requires an appropriate structure and innovative managers.

The organization which is unable to fulfill its potentialities, will soon be defeated by other
organizaions which have the capability in employing talents and offering new products at the
lowest cost and they are also run by competent with high point of view.

Tools are needed to achieve entrepreneurship. One of the tools is an organizational
structure consient with entrepreneurship concepts which is less regarded.

In todayds evolving worl d, regarding the env
various challenges, one of the effective meth
the rapid evolutions is the tendency to entrepreneurship and becoming innovative
organizations. Many organizations have noticed the importance of entrepreneurship and
service entrepreneurship. In fact, a change in the strategy is a response to a need resulted from
the vast evolutions and threats. Thus, the society and the organization can make progress if
they use the opportunities properly. In institutions such as service companies and banks which
have a mutual and multiple relationships with customers, markettatien can be helpful
way for performance i mprovement. Through a d
market orientation may lead to innovation in the product and process which is a crucial
dimension in entrepreneurial orientation.

According tothe results, the suggestions are as follows

Regarding the results which represent that market learning ability in parallel with
sustainable competitive advantage. Therefore, there are more researches needed to study the
effect of innovation on sustainaldempetitive advantage in companies. Moreover, given that
various factors influence the sustainable competitive advantage, it is suggested that the future
researches investigate the predictor factors of sustainable competitive advantage. For instance,
sincethe organizational resources which provide the activities are limited, it is suggested that
further studies investigate the relationship between the company sources, sustainable
competitive advantage and development of learning abilities provided bygriigaay.

Separate researches on compound model in other industries of the country, especially
service industries namely, tourism, insurance, hospitals are suggested.

It is suggested that in the future studies, predictor dimensions and factors whichtassure
organi zationés progress in short term of pr o
promote the sustainable competitive advantage regarding cultural conditions and dominant
rules, will be examined.
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Study and Evaluate the Effect of Marketing Mix on
Export Performance (Case Study: Nestle Corporation
in Qazvin Province)
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Abstract

As a success of enterprises within the natidmaindaries depend on effectiveness and
correct marketing, when activity domain of an enterprise develops outside the boundaries,
reach to success depends on correct understanding of the foreign market coordinates and
adapting proper strategies to manage The main challenges of export marketing include
choosing proper market and/or countries through marketing research and make decision
about how to express marketing mix strategy. The decision more than anything is influenced
by the philosophical foundatioaccepted to the firm about how the activity will be in the
foreign market. Thus, the object of research is to study and evaluate the effect of marketing
mix on export performance in Nestle Co. Research method was-sies@yptive approach.

Statisticalpopulation of the research included managers and experts of Nestle Company.

Sampling has been conducted in simple random sampling approach. It has been used
descriptive statistics, inferential statistics, esmmple test, linear regression, and analysis
of variance to analyze data. Results showed that marketing mix (product, place, price,
promotion) has a positive and significant effect on export performance.

Keywords Product, Place, Price, Promotion, Export Performance

JEL: M30
UDC: 658.114.5:658.8(5)
658.8:005.31(55)
COBISS.SRID 265401612

Introduction

Once marketing rules have been determined and defined by looking out from within the
company. Taken years, companies have found that they have to treat within the company from
outside needs to grow and develop themselves. Many companies do not stilldmewule
and they persist to sell their product without any attention to customer needs. Marketing and
concepts related to marketing have faced with many changes in the current age. Gustomer
orientation has taken attention of current age organizationsidecastomer hasecomeas
selector due to the production surpassed demand. Survival and development & today
organization depends on their customer satisfaction.

13 Abhar Branch, Islamic Azad University, Zanjan, Iran
14 Abhar Branch, Islamic Azad University, Zanjan, Iran
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Today, marketing is not based on production facilities but on the provision of customer
satsfaction. This approach develops new concepts related to market and change game rule to
sell production/services. Companies and organizations must properly identify and understand
their customer needs, tastes, and expectations so that they can prodaxenanmvalue
product for the customer; then, they can effectively price, deliver, and promote it and finally
they can easily sell that product. In the research, marketing mix has been studied as a main and
effective factor in customer purchase behaviorexqmbrt performance (Mehraet al., 2012).

On the other hand, enhancement of globalization has forced organizations to review and
redefine issues that help them to develop competitive advantage. In an environment where
thereis the bombardment of ads, promotions, and weekly or even daily discounts and output
quality of companigdproduction line are experiencing extraordinary convergence, reveals the
importance of export more than ever and introduces to focus and rethink fitanisses as an
undeniable necessity (Sha Yang, 2004).

In recent years, regarding economipalitical situation and sanctions against Iran in the
field of oil and international trade, our need to develop exports and more entry to the global
markets has beate increasingly important and the development of-oibrexports have
seriously necessitated. To describe this process, it must be said that the development of export
will lead to continuity in production, development of new investment, and the development
and keeping existing employment. All these will lead to the realization of economic
development. Therefore, this should be taken more attention from various aspects. In the
current condition, situation of newil exports is in crisis mode in the count@ur country
(Iran) has great potential in this field and it can take important steps in this industry through
correct planning and proper marketing strategies and consolidate its position in the global
arena. This is a necessity while many industries p€ountry have high potential to enter into
global markets and they can obtain competitive advantage through appropriate global planning
when compared with competitors (Mohammadital, 2013).

Despite the importance of exports, national policies of s@msabout the movement of
goods between countries have been always inconsistent.

Governments are encouraging exports through offering subsidies and indirect supports.

Indirect export support includes tax breaks and goverrimentensive support programs
toward education and development of exports. At the enterprise level, export creates growth
and development opportunities for the companies.

Company can reach a higher level of production by the expansion of access to foreign
markets. This leads to theitinost reduction and the achievement of higher interest rate.

According to the increasingly growing the importance of export performance, we have
been studied the effect of marketing mix on export performance in Nestle Company.

Therefore, the main objegt of the research is to study the effect of marketing mix on
export performance in Nestle Company.

Marketing mix

Marketing mix, marketing components, marketing combination, marketing tools, and
marketing tactics all are terms which have been used fdeatiidg mix. Mix or combination
means that there should be a coordinated and systematic approach among these components
so that they can be effective on influencing and convincing customers. In other words, as
customer point of view, the appropriate prodwith affordable price acts together with all
proper distribution and application of communication methods. If any of these components
inconsistent with others, the results will be reduction of effectiveness and efficiency of the
complex which will preventhe company to achieve objectives. However, tactic or tool means
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that these factors are tool or instrument of companies for campaigning in the market and
achieving more success than competitors (Ranjbaran, 1999).

Product

The product means a combination of products and services which the company offer to the
market. The subsets include product variety, design quality, features, brand, packaging, size,
services, warranties, support, return, etc. (Mc Carthy, 1960).

Price

The amount of money that customer must pay for a product which subsets include price
list, discounts, special assistance, the period of payment, credit condition, etc. (Mc Carthy,
1960).

Promotion

Promotion means activities that the company will do to be talgprovide buyers with good
information about value and desirability of the product so that they buy the product offered by
us among products existed in industry. Its subsets include advertisement, public relation, sales
promotion, personal selling, aditect marketing (Mc Carthy, 1960).

Place

Place means activities that the company do to make the product available to the considered
consumers. Its subsets include distribution channel (wholesale, retailer, agency, branch), range
of coverage, mixing and atching product, inventories, transportation, logistics, etc. (Mc
Carthy, 1960).

Literature review

Jafarizadehet al, (2012) have been studied the effect of export marketing mix and
marketing capabilities on export performance of enterprises. Results show that environment
pressure had a positive and significant effect on the tendency to competitors and the tendency
to innovation while it had not a significant effect on the tendency to customers and tendency
to cost control. Moreover, tendency to customers and tendency to cost control had a positive
and significant effect on marketing capabilities while other variabldedaed tendency to
competitors and tendency to innovation had not a significant effect on marketing capabilities.

On the other hand, competency of exports and attractiveness of export markets had a
positive and significant effect on marketing mix while estpmarkets management and
similarities had not a significant effect on export marketing mix. Furthermore, marketing
capabilities has a positive and significant effect on export performance while export marketing
mix had not a significant effect on expoerformance. Export dependency could adjust the
effect of marketing capabilities on export performance.

Tajedini et al, (2014) have been conducted a research entieatly the relationship
between strategic inertia and export performance (case studytiagpenterprises in Tehran
Province)o Findings of the research show that the most Iranian export enterprises have faced
with a type of inertia in the marketing strategy arena. This is one of the reasons of instability
in the field of export performanad enterprises. Other findings show that there is a significant
relationship between adapting the components of marketing mix with entedgtisdsgies
and export performance. According to the results, enterprises which there was a strategic
compatibilty between their main strategies and marketing strategies, would have more stable
export performance.

© Filodiritto Editorei Proceedings



76 Faculty of Business Economics and Entrepreneurship International Review (2018 No-2)

Mohammadi Khoshnet al, (2009) have been conducted a research enfigadly the
effect of marketing mix on the enhancement of exporting Iranian -hvanen carpets
according to market segmentation (artistic and commercial cafpResjults show that as a
respondent view, four main components of marketing mix of Iranian-ivanén carpets
affect on the enhancement of this good export in each artisticommeherciakegmenbut the
effect of three components (product, price, and promotion) is different in artistic and
commercial segments. The effectfipfice componerdtin the commercial segment was more
than in the artistic segment. Conversely, the efiédproduct and promotion componedts
the artistic segment is more than in the commercial segment. Results of ranking indices in each
abovesegmenshow that as a respondent view, the effect of indices (including tissue health,
lint genderbasedpricing, row meter of the carpet, method of personal selling, direct
marketing, and supply through more penetration into the currentvaawein carpet markets)
on the enhancement of export is more than other indices in the artistic segment. Furthermore,
the effect of indices (including carpet elegance and fitness as customer view, reduction of final
cost of carpet in the country, increasing supply points through entry to new geographical
markets and professional exhibitions in foreign markets (target markehe enhancement
of export is more than other indices in the commercial segment.

Haghighiet al,, (2008) in the research entitl@dientify the determinant factors of export
performance in foodstufishave been studied ten factors including size of gamy, export
experience, export incentives, export problems, competitive advantages, export obligation,
product adaptation strategy, price adaptation strategy, direct export channels, and foreign
advertisement costs toward contribution in export developiaet export marketing in the
field of foodstuffs.In order to gather related information about the factors, developed
questionnaire has been distributed among export producing foodstuffs companies in Tehran
Province; then, it has been analyzed using sirat equation modeling. Hypotheses of the
research confirmed the significant relationship between ten factors and export performance in
theses companies.

Mohammadiaret al, (2013) have been conducted a research enfifedly the effect of
marketoriened export and competitive advantage on export performance (case study: Iranian
top exporters in 2011 In the research, the potential effect of mankeented exporters and
competitive advantage on export performance has been studied. Population ihcoded
top exporters in 2011whom are annually introduced by Industry, Mine, and Trade Ministry
and Trade Development Organization on the occasion of National Export Day.

Results show that marketiented export affects on export performance and competiti
advantage. Moreover, competitive advantage, which is also a mediator variable between
marketoriented export and export performance in the conceptual framework of the research,
has a positive effect on export performance.

Shekarchizadeh and Sadat QdneiR012) have been studied the efficacy of marketing
mix on the enhancement of sales and market share of Melli Shoe Company in Tehran City.

Results show that hypotheses of the research have been confirmed %ito®fdence
level. It means that as a coster view, marketing mix (P4) affects on the enhancement of
sales and market share in Melli Shoe Company. Moreover, the effect of marketing mix
variables on increasing sales is prioritized by product, price, place, promotion, respectively.

Yousefiet al, (2014) have been conducted a research enfitiedly the effect of product
component of marketing mix on increasing the sale of Koohrang Mineral Water Co. ia Shar
kordo It has been demonstrated that diversity, quality, design, features, brand, dize, an
packaging have a direct relationship with increased sales of Koohrang Mineral Water
Company. According to the results, there are provided proposals for each of the seven studied
variables to improve sales trend.

© Filodiritto Editorei Proceedings



7 Faculty of BusinesEconomics and Entrepreneurship International Review (2018 No-2)

Yousefpour (2014) have been conducted seaech entitledfievaluate the effective
marketing mix on customer buying decision (case study: probiotic cheese of Pegah Milk Co.
in East Azerbaijan Provinc@).The results showed that marketing mix following by
distribution has higher priority than oth&spects as customer view.

Geravanckt al, (2010) have been conducted a research enfittesl effect of marketing
mix on customer buying decision and satisfaction in Production Cooperative Companies of
Kuhdasht County They concluded that customer satisfon is a function of variables such
as quality, price, promotion, and place which as intervening variables lead to purchase decision
from these companies by creating and providing customer needs.

Moghimi (2010) has been conducted a research enfitiedy the effective components
of marketing mix to attract customer into bodybuilding gym in IsfahandClityey concluded
that as studied people view, four components such as employees, place, product, and facilities
had the most effect on attracting cuserand marketing of bodybuilding gym in Isfahan City.

According to the priority of components; employees, place, facilities, product, process,
price, promotion, respectively, in sport marketing of gym have significant difference between
the female and maleoint of view regarding observed components. Product, place, facilities,
process, price, and promotion to prioritize the components of marketing mix are influenced to
attract customers into bodybuilding gym.

Raj & Arokiasamy (2012) have been conductedsearch entitlefthe effect of marketing
mix and customer perception dmand loyalty. They concluded that components such as
price, visual memory, distribution, and promotion have a significant effect on brand loyalty.

Poh Ailing (2006) have beasonducted a research in order to study the effect of marketing
mix on customer satisfaction in retailing of a mall in Malaysia. They concluded that marketing
mix has a significant effect on customer satisfaction.

Chen Green (2009) in a research entifiedrketing mix and brand: competitive strategy
of hypermarkai has been analyzed more the marketing mix of retailing and dimensions of
brand for similarities of purchase behavior between women and men. In the research,
distribution intensity, communicatingitht brand, and brand equity were considerably higher
in men than in women.

According to the literature review, following hypotheses have been developed:

The main hypothesis

Marketing mix affects on export performance of Nestle Co.

Secondary hypotheses

The first secondary hypothesis: quality and diversity of product affect on export
performance of Nestle Co.

The second secondary hypothesis: price of product affects on export performance of Nestle
Co.

The third secondary hypothesis: promotion programsctff@ export performance of
Nestle Co.

The fourth secondary hypothesis: product place affects on export performance of Nestle
Co.

Considered variables are established in a form of conceptual model as figure 1 that was
adapted from the model of DoaeeHbsseini (2008).
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Independent
variables

Dependent variables

Marketing mix

Quality & diversity
of product

Export performance

Price of product >

Promotion programs
of product

Place

Fig. 1. The conceptual framework of the research
Source Doaee& Hosseini (2008)

Methodology

Type of research is applied research in terms of objective, descidptivey in terms of
the features of subject and time of gathering data. It has been used fieldwork to gather data.

Tools of gathering data were questiaire.

Questionnaire has been personally distributed among respondents. To obtain required
validity in the design and the use of questionnaire, it has been first taken place primarily study
about the subject. Then, it has been completely involved to 8tigdgubject and their results.

Then, a questionnaire was provided. This suggested questionnaire was submitted to the
guidance professor and related exports. After the involvement of their reformed comments,
final questionnaire has been developed and di#xirto the customers. In addition, it has been
used the Cronbaéh Alpha to measure reliability of the questionnaire. Questionnaire is of high
reliability because the amount of Cronbé&chlpha of all variable is more than 0.7. statistical
population of he research included managers and experts of Nestle Company whom the
number were 115 people in 2016. Sample size has been calculated 89 people using Cochran
formula for limited populations. Members of sample have been selected with simple random
sampling.

Findings
Analyze findings
In order to use statistics technique, it should first determine the type of gathered data

distribution. If data distribution is normal, it can use parametric test for testing hypotheses. If
data distribution is not normal, it can use farametric test fotesting hypotheses. As a
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result, it has been used KolmogotBmirnov test to evaluate the result of data distribution for
each variable.

Table 1 The results of Kolmogore®mirnov test

Product Price Promotion Place Export
performance
Number 82 82 82 82 82
Kolmogorov- 1.296 1.350 0.861 1.083  0.987
Smirnov
Significance level 0.070 0.052 0.449 0.191 0.285

As shown in table.1, the significance level of KolmogeBmirnov test is more than 0.05
so data can be considered normal. Therefore, thehgpbthesis based on the normality of
data distribution is confirmed. It can use parametric tests for testing hypothesesién spss
software. Therefore, it has been used linear regression test for testing each hypothesis in the
research.

Explain and interpret variables of the research

According to the normality of data distribution, it has been usecsangle ttest with test
value=3 and 9% confidence level (% error) in order to explain and interpret variables of the
research. In the test, if the valuegseater than %, studied variable will have significant
difference with Pvalue (=3) of the test so studied variable is not existed in population at the
average level. If the value is less th&f, Studied variable will not have significant difference
with Pvalue (=3) of the test so studied variable is existed in population at the average level.

Table 2 The results of one sampkhedst for variables and indices

P-value Standard

Factor (Sig. Mean T L Minimum  Maximum
. deviation

tailed)
Product 0.000 3.982 87.465 0.412 3.892 4.073
Price 0.000 3.916 107.918 0.328 3.844 4,988
Promotion 0.000 3.929 98.989 0.359 3.850 4.008
Place 0.000 3.855 92.155 0.378 3.772 3.938
Export 0.000  3.985 83.801 0.430 3.890 4.080
performance

According to table.2, followingesults have been obtained:

1 According to the respondent, the product variable was significant (significant level is
less than 0.05 (P<0.05) with 3.982 mean which was higher than average so it is
existed in the population in a good condition.

1 According tothe respondent, the price variable was significant (significant level is
less than 0.05 (P<0.05) with 3.916 mean which was higher than average so it is
existed in the population in a good condition.

1 According to the respondent, the promotion variablesigrsficant (significant level
is less than 0.05 (P<0.05) with 3.929 mean which was higher than average so it is
existed in the population in a good condition.

1 According to the respondent, the place variable was significant (significant level is
less than 0.05 (P<0.05) with 3.855 mean which was higher than average so it is
existed in the population in a relatively good condition.
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1 According to the respondent, thexport performance variable was significant
(significant level is less than 0.05 (P<0.05) with 3.985 mean which was higher than
average so it is existed in the population in a good condition.

Testing hypotheses of the research

According to the normalitpf data distribution, it has been used linear regression to test

hypotheses.
Table 3. The results of fithess of regression model for hypotheses of the research
. . Square . Durbin

Hypothesis Regression model sum df. F Sig. Watson

Main The effect of marketingmix 14 565 g5 17,085 0.001 2.223
on export performance
The effect of product quality

1st & diversity on export 12.842 80 13.580 0.000 2.295
performance

ond The effect of product price 156 g9 5075 0000 2.347
on export performance ' ' ' '
The effect ofpromotion

3 programs on export 13.947 80 6.170 0.000 2.214
performance

4 The effect of product place 15 415 g9 9604 0.000 2.372

on export performance

As shown in tabl.3, the significance level is less than 0.05 for all hypotheses so fithess of
regression model is confirmed for them. Given that, the value of F is significant so the trueness
of using regression model is confirmed for all hypotheses.

Table 4. Summery results of linear regression test for testing hypotheses

. . Beta .
2
Hypothesis Regressionmodel R coefficient Sig. Result
Main The effect of marketing mix ) 15 564 0.001 Confirmed
on export performance
The effect of product quality
1st & diversity on export 0.15 0.381 0.000 Confirmed
performance
ond The effect of product price on g 55 (5 544 0.000 Confirmed
export performance
The effect of promotion
3 programs on export 0.07 0.268 0.000 Confirmed
performance
4in The effect of product place on , 11§ 357 0.000 Confirmed

export performance

As shown in table.4, the significankevel is less than 0.01 for all hypotheses.

Thus, null hypothesis (HO) is rejected and all hypotheses of the research are accepted at
99%% confidence level. According to the results, the effect of marketing mix, product quality
and diversity, product pricepromotion programs, and place on export performance is
confirmed with 0.361, 0.244, 0.381, 0.268, and 0.327 impact factor (Beta), respectively.
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Therefore, marketing mix, product quality and diversity, product price, promotion
programs, and product placarcpredict and explain ¥8 15%, 6%, 7%, and 1% variance of
export performance, respectively.

Conclusion andRecommendation

The objective of the research was to study the effect of marketing mix on export
performance of Nestle Company. The results séaech showed that marketing mix (product,
place, price, promotion) has a positive and significant effect on export performance. The first
hypothesis of research (product quality and distribution affects on export performance of
Nestle Co.) was confirmedt means that the higher the quality and diversity of product
increased, export performance will also improve. The direct effect of chosen attitude and
strategy of the organization at operational level is reflected as the degree of change
proportional tohe external market demand. The effect is particularly obvious in supplying the
same or differenfiproducd to the target market. Selecting a part of marketing mix, which
differentiation gives the product more competition ability in the foreign markethbedgibme
feasible thanks to those marketing researches which be conducted to determine the filed of
consumer preferences and expectations in different markets and prioritizing them. For
example, the choice between adjusting the size, color, design, ordfttéuedoroduct with the
foreign market tastes or offering a variety range of standards or warranties (expanded part of
the product) in these markets can be the result of conducting marketing research. The second
hypothesis of research (product price aeon export performance of Nestle Co.) was
confirmed. Given the high competition in the foreign markets, the higher product pricing is
made as appropriate and correct, export performance will also be improved. The third
hypothesis of research (promotiorograms affect on export performance of Nestle Co.) was
confirmed.

Therefore, companies will be succeeded in foreign markets which consider promotion
programs proportional to culture and subculture of destination country. The fourth hypothesis
of research{product place affects on export performance of Nestle Co.) was confirmed. The
result of the hypothesis was not too unexpected because the company can be successful in its
export performance in which products of the company are available for public tiardjes
market, and it will not be feasible but with proper distribution channels.

The results of research are consistent with the results of Mohammadi Khoshno (2009),
haghighiet al, (2008), Shekarchizadeh & Sadat Ghoreishi (2012), Yousefigtaal, (2014),
and Raj (2012) researches.
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Abstract

The objective of the paper is to analyze from semiotic standfirmémicial ads and other
marketing communications, based on fear appeals, durirgcanomic crisis.

A matrix which combines content and formal (sign) elements, forms the semiotic
perspectives on which the article draws the conclusions. The content (piggetexhents are
the fear appeals. The formal elements are the different signs and semantic concepts by which
admen express fear appeals in their dramatic and tragic hypostases.

The analysed semiotic concepts used in advertising and other marketing coatronsi
are sign systems of body and face; stylistic figures (iconic comparison, iconic metaphors,
iconic hyperbole, iconic opposition, iconic allusion); semantic concepts (redundancy and
intertextuality) and, some syntactic concepts as context and Ambient

One of the main conclusions is that advertising and other marketing communications of
some world companies are so developed and sophisticated that, for a proper analysis of their
campaigns, new semiotic concepts may have to be introduced.

Themaimpmaper 6s contribution to the existing sen
is not only an abstract phenomenon, but also a communicative approach or even
communicative strategy. Communicators use these approaches actively and skilfully in the
different communications, including advertising.

Keywords financial crisis, fear appeal, semiotics, stylistic figure, iconic metaphor, intertextuality,
Ambient
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Goal of Article

The goal of thisarticle is to analyse the effectiveness of advertising and other marketing
communications during a period of financial crisis and, furthermore, to examine the main ad
appeals and communication approaches actualized in these ads. The appropriate ad appeals
help to sell effectively different financial products during the hard times of a financial crisis.
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Structure of Article

According to the goal described above, tniscle aims at an analysis of:

ad appeals;

psychological schools and the system of ad alspe
fiThe Maslow Pyramidand marketing communications;
fear appeals in normal situations;

fear appeals during a crisis situation;

appeals of destruction and (cruel) death.

=4 -4 _a_a_a_2

Value of Article for Readers

This article can be of some help for specialistshim field of financial advertising and
marketing for two reasons:

The first is that any linguistic and semiotic concept is also a communicative approach or
even a communicative strategy. For example, one of the most successful global advertising
campaignss thatof Vodka Absolut. The whole campaign is done on the basis of visual (iconic)
metaphors, supported by unified module.

Several important communicative approaches, based on semiotics atitedng of
archetypes, are analysed in this article.

The secad reason is that the financial crisis seems to be permanent. In an article of the
newspaper ADie Weltodo of 21 November, 2017,
interviewed 18 Nobel laureates in economics about the prospects of a hew finasisial ¢

According to these scientists, yet another crisis is quite possible. This is the opinion of
Bengt Holmstrém, who received the Nobel Prize in 2016; of Edward Prescott, Nobel Prize
laureate for 2004; of Eric MaskiNobel laureate for 2007; of Daniel d#addeni Nobel
laureate for 2000, etc. Of all scientists, only Vernon Smith (Nobel laureate for 2002) is
optimistic about the future of the Euro.

Because of this, ads and other marketing communications of financial services will
continue, now and in thafure, to make use of fear appeals.

Acknowledgement to Admen whose Ads are used in the Article

t

Some of the worl dbés best ads and ot her mar Kk ¢

They are excellent examples of thigh communicative abilities andeativity of their
innovative authors. The ads are from the dit&://adsoftheworld.comthich is one of the
leading international online mediums in advertising. The site is also very useful for specialists
whowork in the field of advertising and other marketing communications.

The authors of thiarticle express their deep gratitude to the creators of the ads quoted

here, as wel/l as to the specialists who set

Literature Review

The following topics are discussed in this article: psychology and advertising, ad appeals;
psychoanalysis and advertising; Abraham Maslow and advertising; fear appeals; financial
crisis; semioticsi iconic metaphors, intertextualitgemantic field; theory of archetypes;
eschatological myths
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Psychology and Advertising, Ad Appeals

Advertising psychology and ad appeals are of key significance for the efficient impact of
advertising on consumer groups such as banks and insurancdwrafate they are the object
of many research studie®©ne author thoroughly explores ad appeals which appeal to
consumers both on the conscious and the subconscious level. (Gill, 2013) Another book
analyses consumer psychology, ad appeals and their srgoattie acquisition and processing
of ads, ad influence on consumers6é memory in
products; persuasion and attitude change; and, last but not least, how consumer psychology
and ad appeals control buying beioarr. (Fennis and Stroebe, 2015)

The subconscious (archetype appeals) and the psychology of emotional influence in
advertising are studied in Rledtheandysisthbesadthhds bo
important topics as attention memory; emotion andsciousness; the subconscious and
communication; emotions and attention, the Subconscious Seduction Model (SSM), etc.
(Heath, 2015)

The AHandbook of Consumer Psychologyodo is one
studies on consumer psychology ardl appeals. Here are analysed such phenomena as
knowledge accessibility; consumer memory; consumer learning; sensory factors in consumer
behaviour; motivation and consumer decisions; persuasion and social influence; hedonism and
consumer behaviour, etc. (bgtvedtet al, 2012) Valuable research on ad appeals of humour
is done in scientific article by Crawford and Gregory. Its goals are to analyse the scientific
literature on humour in crossultural advertising and to produce relevant research taxonomy
on its basis. (Crawford and Gregory, 2015) The same is more or less true with regard to fear
appeals.

The significance and effectiveness of nature scenery in various ads are analysed in an
article written from three viewpoints ecological, psychology of conswers, and semiotics.

One of the main findings is that consumers prefer nature scenes with biospheric contents to
pictures of urban environments or desert settings. (Hartmann Patrick, Vanessa Apaolaza
Ibafiez, 2010). This article confirms the fact that ratsialso an index sign system, by means

of which communicators express different meanings. Some cruel nature sceneries are analysed
in this article.

Psychoanalysis and Advertising

Psychoanalysis is one of the main psychological schools which stdoars turn to in
order to explain consumer behaviour. One of Féeudost important postulates is about the
dark side of the human psyche. Fear appeals in their dramatic and tragic hypostasis are part of
this theory.

Some scientific books and articlesadyse the subconscious from the paifiview of
advertising and marketing. The basic idea is that advertising uses the postulate of the
subconscious to give tlmmnsumers exactly what they want.

Advertising is very successful in this respect. (Haineaudt Roy, 1993) Fordst study is
based on the hypothesis tlfiatls are structured like dreains

The author examines what hidden meanings ads can carry. Archetypal appeals and
especially those which epitomize fear, drama and tragedy illustrate well this theory. (Forest,
2016) Intersection of brand positioning, semiotics of gender, and consumer ihesire
advertising discourse are the topics of another scientific article. Here the author focuses on the
dialectical implications of the spectator/consuagusychic drives in visual ad semiotics.
(Oswald, 2010)
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Abraham Maslow and Advertising

Fear appealsnust also be examined from the peifitv i e w o f fhaamid ofw o s
needso. The most i mportant reason for this s
this model, which has proved to be so valuable for psychology and marketing. Kkaslow
hierachy of needs is usually interpreted as a universal model, but some scientists disagree
with this by emphasizing the need for an intercultural perspective. One study stresses the

i mportance of Masl owds model f or fyhtlbetause ci vi | i

of the significant differences between cultuiesrabic and Chinese culture, for example. The

reason for this is that the Apyramid model 0 w
For exampl e, the upp esangqluresnanstadud sadriratore@ | s f or

andfbelonging. The same levels of needs in some Arabic cultures, howevdiresmed,
fisocial needsandfisel-improvemend. (Rakowski, 2008)

Other research studies arrive at similar conclusions. (Mueller,)2btividualistic
western cultures differ to a large degree from collectivstiented eastern cultures (De
Mooij, 2014). Even in relatively close cultures phenomena, connected with fear appeals, can
vary to some extent. In one article Masfswmotivation theory is explored within the
framework of an economic analysis. The authors set up a new model to explain how changing
levels of economic income and certain forms of wealth influence the desired content of
consumer bundle. (Seeley, 1992) In one bookiabarporate security and commercial success
is analysed the marketing potential of security and its importance for the behaviour of different
consumer groups. Cabric examines the security phenomenon (the second level of the Maslow
pyramid) in relation tehe four main parts of marketirgpmmaodity, communications, logistics
and cost. (Cabric, 2017)

Fear Appeals

Fear appeals are analysed in a number of research studies. In one article, the authors arrive
at the conclusion that highly intensive fear appastsmore convincing than those with lower
intensity. (Witte and Allen, 2000) In another study the authors examined the existing scientific
literature regarding fear appeals used in advertising. According to the authors, the problem is
that there is no gerally accepted theory of fear appeals. Some of the reasons for this are
related to the individual and cultural differences among various consumer groups. (LaTour
and Pitts, 1989)

LaTour and Shakeroncludethat the theories on advertising with regard to fear appeals
are unsatisfactory. (LaTour and Shaker, 1989) Other research studies agree with that. The
reason for this is that studies on fear appeals are mainly done with students. This is not quite
correctfrom the standpoint of validity. More reliable research about fear appeals does not show
any particular effectiveness of fear appeals in social marketing campaigns. Because of this,
positive appeal can also be useduch as humour, postmodern irony, gdidhaviour, etc.
(Hastings, Stead and Webb, 2004) One article explores the effectiveness of fear appeals in
road safety advertising. The authors conclude that the various studies on these topics are
inconsistent. According to the authors fear appeals snaael efficient when they succeed in
attracting the consumersd attention. Such ads
showed physical harm to theimnjuries, etc. (Lewis, Watson, Tay and White, 2007)

Financial Crisis

Oldani, Kirton and Savonanalysefinancial crises and their impacts. Their study tries to
give answers to questions with regard to problems concerning international cooperation,
coordination and institutional changes in global economic governance, and to identify ways of
reformingthe failing financial systen{Oldani, Kirton and Savona (Eds.), 2013) The present
global financial crisis and its economic and other consequences are examined in another book,

© Filodiritto Editorei Proceedings



87 Faculty of BusinesEconomics and Entrepreneurship International Review (2018 No-2)

which asserts that the collapse of banks is proof of the systemic crisiscafiitedist system.
(Fadda and Tridico (Eds.), 2013)

The regulatory mechanismBdsel Accordsin relation to capital adequacy of banks are
the topics of Friedmanés and Krausd study. A
immediate cause of the 20@008 financial crisis( Fr i ed man and Kr aus, 201
examines different aspects of the catastrophic international financial crisis that occurred
between 2007 and 2008. (Ciro, 2013)

Semiotics’ Iconic Metaphors, Intertextuality, Semantic Field, et

One of the basic semantic concepts with regard to advertising creativity is metaphor.
George Lakoffds and Mark Johnsonés book AMet
important studies on this topic. (Lakoff and Johnson, 1980).

Evripides Zantides examés visual metaphors in advertisingth regard to intertextual
semiosis and advertising. One of the most important conclusions the author arrives at is about
the visualmet aphors and how they are used to attra
enhane t he adsd persuasive values.

Intertexuality is applied quite regularly in ads, and admen get their ideas from paintings,
films, novels, etc. (Zantide2016)

Quite important in this respect is also an article in which werboal rhetorical figures
(metgphors, metonymies, hyperbole, litotes, apheresis, apocope, ellipsis, zeugma, asyndeton,
neologism, paronomasia, pareikonopoeia, adjunction, etc.), that appear in hundreds of
commercials, are analysed from the standpoint of sequences. Rhetorical icomiixadd
figures are the core of ad creativity. (Rossolatos, 2014)

The same author explores important aspects related to the use of rhetorical (stylistic) and
visual (iconic) figures such as metaphors and metonymies in another study. He raises important
questons concerning the problem, if visual is isomorphic to verbal. Furthermore, he analyses
in depth, how metaphors, metonymies and the other stylistic figures interact in multimodal ad
texts. Rossolatos, 2013)

The concept of intertextuality is in the centyef Al l ends study. He ex
theories i structuralism, posstructuralism, deconstruction, post colonialism, Marxism,
feminism, etc. He also quotes the views of some of the waidd most renowned linguists
and semioticians, e. g. Saussurekia, Kristeva, Barthes, Bloom, etc. (Allen, 2011)

The different theories about intertexts (allusion and intertexts, chronotope and intertext),
etc. are studied in depth in another book. (Clayton and Rothstein (Eds.), 1991). Intertextuality
and ontologyautobiography as intertext; intertext, irony and politics of reading; intertextual
relations; intertextuality in cinema, etc., are the subject of analysis by various authors, whose
theories are presented in the blded&) ®IMheori es

Theory of Archetypes

The theory of archetypes gives important ideas of the most important mental structures that
act on a subconscious level, such as left/right; up/down; symmetry/asymmetry, etc., which are
the basis of persuasive and nipalative communications. The American scientist Vance
Packard (Packard, 1964) analysed some of these archetypes in marketing communications.
Some of his ideas are used in this article.

Eschatological Myths

One important book about myths is by DouglaeAl The seventh chapter of his book is
about the structure of myths; sacred and symbolic; structure and functions of myths;
cosmogonic myths; myths of origins; eschatological myths and mythological renewal. (Allen,
2002)

© Filodiritto Editorei Proceedings



88 Faculty of Business Economics and Entrepreneurship International Review (2018 No-2)

The best book on mythologicalthey i s A The P oEeazardeletimsky. Hdyt ho b
analyses theaneral characteristics of myths, mythical time, ancestors and heroes, chaos and
creation of the universe, seasonal myths, the end of the universe, heroic myths, etc. We
consider Meletinsk§f s book to be very i mportant because
myths (the myths of the last days.) These myths are activated in times of humaih wases
natural disasters, etc. and also financial cri@dsletinsky, 2014)

Main Text

Ad Appeals

Ad appeal (from Engli it o @) tistthe psgchological motif (drive)thd ul | so0 t he
customers to the advertised product/service.

The classification of ad appeals can be done on the basis of different variables.

1 One of the best approache$ased on structuralisini.e. organizing the appeals in
the form of oppositions:

appeals working on the conscious/subconscious level;

rational/emotional appeals;

appeals, based on national values/appeals based on global values;

appeals on basic physiologimeeds/appeals on superior psychological values (self
improvement, sacrifice, etc.);

appeals of power (might)/appeals of obedience;

appeals in the continuum of serious attitildeumorist interpretations, and so on.

= =4 —a A

1
1
Psychological Schools and the SysterinAd Appeals

Psychoanalysis and Marketing Communications

Obviously, appeal is a psychological and somewhat sociological phenomenon.

It determines our thinking, mainly because of our mythological prejudices.

Psychoanalysis is the theory that explains weeyl the psychology of customers in the
system of marketing communications, with their desire for power and pleasure. Especially
valuable are the postulates for latent and permanent evil, pessimism and mythological (not
rational) thinking of mankind.

Inthi s respect, psychoanalysis is very close

This way we can understand well some part of-pustiern trends in advertising that have
evolved over the past thirty years. Pessimistic appeals, lack of belief in lwowaess, and
so on, are dominant in postmodern marketing communications.

Our mythological thinking nourishes and maintains, on the subconscious level, these
specific appeals. One of their main constituents is eschatological inytiese about the
destriction, death and extermination of mankiMdorld and global advertising campaigns e.g.
by Smirnoff Vodka; Diesel jeans, Benetton clothes and others show evil and desir@stéon
at times of economic prosperity.

I n one of Smi r nof f édwsinnacens pigsohso(fige 1) larel sidiger s wa | |
surgeorcannibals, instead of operating, are prepared to feast with their patients (Fig. 2).
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Fig. 2. Courtes

Diesel ads are created in a more humorous but no less sinister way. A sadistic dentist is
terrifying a little girl by torturing her witliearsome metal instruments (Fig®e
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DIESEL

JEANS AND MENTAL POWER

le

Fig. 3. Courtesy

I n another ad beauti ful @sintcpigs. he bappgypigns f or m
sailors will soon start to devour emf their baked comrades. (Figure

Fig. 4. Courtesy
There is not the slightest sign of humour appeals in Ber@stéats, which is typical of the

ads of the other two companies. Onen@tton ads shows the blogthined clothes of a killed
soldier (Fig. 5), anothd@ra human bone in cloag image. (Fig. 6)
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