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SCIENTIFIC REVIEW 

 

Foreign Investment in the Function of Accelerated 

Economic Development of Countries in Transition 

with Special Reference to Republika Srpska 

 
TOMAĠ-MISKIN Sonja1, ZUGIĹ Jovana2 
 

 

 

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 that foreign 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 Srpska. Although Republika Srpska 

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 analysis, in order 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 e-business registration, improve the business 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 sector ï fruits and vegetables, but also in other sectors. 
 

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

 

JEL:  F21 

UDC: 339.727.22(497.6 ʈʉ) 

338.121(497.6 ʈʉ) 

338.121(4-664) 

COBISS.SR-ID 265391372 

 

Introduction  

 

For an invest destination, FDI means new job creation, export stimulation and in general, 

that presents the generator of economic growth and development as well as the establishment 

of macroeconomic stability (Radovic Markovic, et al., 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 



11 Faculty of Business Economics and Entrepreneurship International Review (2018 No. 1-2) 

© Filodiritto Editore ï Proceedings 

insufficient for accelerated economic development. Also, certain forms of foreign investment, 

such as public-private partnerships, especially for large projects in infrastructure, health care 

and education, enable investment without additional government borrowing from international 

financial 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 the transfer of 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 significantly 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 effects, especially when it comes to countries in transition, because foreign 

investors are mostly resource-oriented. Without a well-defined 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 investments 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 increase in foreign 

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 a slight increase 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 growth 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 investing, so the 

international corporations became much more careful when investing. 

Overview of foreign investment flows by groups of countries in the period 2011-2016 is 

shown in the following table: 

 

Table 1. Foreign investments in the world by groups of countries for the period 2014-2016 

and projections for 2017 (in billions of US dollars and percentages) 

Group of countries 2014 2015 2016 
Increase rate  

2015-2016 (%) 

Projection 

2017 (%) 

World  1.324 1.774 1.746 -2 from -4 to 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, the level 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. 



12 Faculty of Business Economics and Entrepreneurship International Review (2018 No. 1-2) 

© Filodiritto Editore ï Proceedings 

A significant complication of the global political situation has led to major changes when 

it comes to factors 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. Labor 

costs moved from second place in 2016 to 12th place in 2017. Skilled labor moved from eighth 

place in 2016 to 15th in 2017. Domestic economic performance did not even exist in the list of 

the 20 most important factors that influenced the decision on investment 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 estate sector (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 

become 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 changes in the maxdnagement 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 than 25% 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 the World Trade Organization) can have 

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 investments in mining 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 countries in 2016, Southeast Europe participates 

with 6.7%. (UNCTAD, 2017) 
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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 

Independent States 

70.403 60.104 78629 50.385 41.146 61.779 

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 foreign investment 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 2011-2016 

(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 table: In the table 

above, we can see that in Montenegro, 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 Countries 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 in investment 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 (Appendix 2) and index of innovation (Appendix 3). 

The above-mentioned indices for the countries of Southeast Europe are presented in the 

following tables: 
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Table 4. Global Competitiveness Index for Southeast Europe for 2016-2017 

Country  
Rank (2016-2017) 

(138 countries in total) 
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 2016-2017 

 

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

above-mentioned indicators, we can state that from most Southeast European countries, Bosnia 

and Herzegovina has the worst position. However, most of the international institutions 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 business, we can fully realize how unrealistic these 

indicators are, because Bosnia and Herzegovina are at the 174th place on the list, and it takes 

65 days to start a business. Republika Srpskaôs reform of business registration and introduction 

of APIF has reduced the 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 the relevance of 

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 competitive and 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. Foreign investment 

flows for the period from 2009 to 2016 are presented in the following table: 

 

ʊʘble 6. Foreign investment flows by components for the period 2009-2016 

(In millions of BAM) 

year 
ownerᾷs 

equity 

retained 

earnings 

ownerᾷs 

equity 

and 

retained 

earnings 

other capital 

TOTAL 

(FDI) IN 

RS 

 

TOTAL  

BiH 
loans other 

Total 

other 

capital 

2009 79.0 -264.0  -185.0  332.0  23.3  355.3  170.4  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  372.5  698.6 

2012 144.8  -75.7  69.1  292.9  41.6  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 Republika Srpska, 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 on 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 Russiaôs investments 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 investments below 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: 

 

 
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 obvious that 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 production. 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 the labor-intensive sectors, due 

to high unemployment rates as well as to the service industry (such as the IT sector or tourism). 

 

 
Fig. 2. Foreign Investments in Republika Srpska by countries 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 the year 2017, the largest investments traditionally came from EU countries (Italy, 

Germany, Croatia Slovenia, Austria) and Serbia and Serbia. 

 

Republika Srpskaôs reform processes in order to improve the business environment 

and attract investments 

 

Republika Srpska 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 with changes 

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 region are striving 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 given to foreign 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 undoubtedly points 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, a one-stop shop 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) in eleven branch offices. 

By the tax reform implemented through 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 significant tax relief. Income from 

dividends and the share of profits of a company is exempted from payment of income tax. 

In order to implement regulatory reform , the process of assessing the impact of 

regulations has been introduced permanently in Republika Srpska legal system and in its 

implementation Republika Srpska is among the leaders in the region. 

The new Law on Construction Land of Republika Srpska has reduced the deadlines and 

costs of obtaining building permits. 

During last year, the regulatory reform was carried out in several local self-government 

units: Pale, Sokolac, Istoļno Novo Sarajevo, and is currently being implemented in the city of 

Banja Luka and the municipality of Gradiġka with the help of the World Bank Group. 

A new Law on Foreign Investments 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 established 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. 

Specific financial 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 year based 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 Srpska, 70/12, 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 develop partnerships between 

the republic and the local authorities and strengthen the capacity of local self-government 

units to accept and attract foreign and domestic investors. Also, taking into account the fact 

that about 50% of foreign investments are reinvested by existing investors, a system of post-

investment support has been established whose purpose is to stimulate investors to expand 

their activities in Republika Srpska and to identify problems in the work of investors. With the 

support of the IFC/World Bank Group, the Government of Republika Srpska has implemented 

a Post-Investment Support Program from 2013 not only for domestic but also for foreign 

investors. Until 2016, 26 units of local self-government have been included in the program, 

with the aim of further spread or increase of the number of local self-government units. 

In Republika Srpska, a regional project for the Certification 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 

business environment certificates were obtained by the units of local self-government, three of 

them are in the recertifying process and five at different stages of certification. 
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Through the Registry 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 detailed business 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 self-government units with investment potentials 

and concrete 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 need to develop 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 business, 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, since all international 

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 Republika Srpska 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 Republika 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 countryôs economic development. 

It is true that Republika Srpska represents 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 on labor, education reform and the introduction of e-registration 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 advantage of Republika 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 necessary to examine 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 

allocate funds 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 Srpskaôs 

economic development. 

There are insufficient clusters in Republika Srpska. By strengthening 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 industry, as foreign investments in furniture manufacturing, 

especially those export-oriented, would lead to increased export of end-products with a higher 

newly added value, while the export of raw materials and semi-finished products would be 

reduced. 

Public-private 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, which in many countries played a 

significant role in attracting foreign investors and economic development. The establishment 

of business zones in many local self-government units in Republika Srpska did not give the 

expected results. In the future, an assessment of 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 for foreign investors on Invest in Republika Srpska 

site as well as investment potentials of Republika Srpska and local self-government units along 

with their investment projects, there is a need for more attention to targeted investors and 

markets. In that sense, 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, Republika Srpska should conduct targeted 

campaigns for other sectors as well, thus promoting not only certain sectors, but also the entire 

Republika Srpska. 

 

REFERENCES 

 

1. Central Bank BiH, http://www.cbbh.ba 

2. Doing Business Report, Equal Opportunity for All, World Bank Group, 2017. 

3. FDI Markets, Financial Times, 2017. 

4. Index of Economic Freedom 2017, Heritage Foundation, 2017. 

5. Kearney ɸ.ʊ., (2017). Foreign Investment Confidence Index, Glass Half Full, 

www.atkearney.com/documents/10192/12116059/2017+FDI+Confidence+Index+-

+Glass+Half+Full.pdf/5dced533-c150-4984-acc9-da561b4d96b4 

6. Markoviĺ Radoviĺ, M. (2009) Radovic Markovic, et.al., ñForeign direct investment 

as a factor of economic growth and development of the Serbiaò, chapter in the book, 

ñBusiness Opportunities in Serbia: the case of Italian business sector and the role of 

management educationò (edited by Dutto, et al.), Belgrade Banking Academy, 

Faculty for Baking, Insurance and Finance and Institute of Economic Sciences, 

Belgrade, pp. 251-257. 

7. The Global Competitiveness Report 2016-2017., World Economic Forum, 2017. 

8. The Global Innovation Index 2017 Cornell University, INSEAD and the World 

Intellectual Property, 2017. 

9. World Investment Report 2017 ï Investment and Digital Economy, 2017, UNCTAD,  

10. www.fdimarkets.com/explore/?p=sector 

11. Competitiveness of three lakes is due to the Republic of Srpsk, International Financial 

Corporation, 2012. 

12. The Glasnik office of the Republic of Srpsk, brochure 70/12, 38/13 

http://www.cbbh.ba/
http://www.atkearney.com/documents/10192/12116059/2017+FDI+Confidence+Index+-+Glass+Half+Full.pdf/5dced533-c150-4984-acc9-da561b4d96b4
http://www.atkearney.com/documents/10192/12116059/2017+FDI+Confidence+Index+-+Glass+Half+Full.pdf/5dced533-c150-4984-acc9-da561b4d96b4
http://www.fdimarkets.com/explore/?p=sector


20 Faculty of Business Economics and Entrepreneurship International Review (2018 No. 1-2) 

© Filodiritto Editore ï Proceedings 

13. The issue of the condition and the beginning of the release of the program is filled in, 

the Glasnik office of the Republic of Srpsko brok 88/14 and 24/15. 

 

APPENDIXES 

 

Table 1ʘ. Starting a business in Southeast Europe (2016) 

Country  Rank Number of 

procedures 

Number 

of days 

Expenses 

(% of the 

income) 

Minimal capital 

(as % GDP 

(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 

ɸlbania  46 5 5 10,1 0,0 

Europe and 

Central Asia  
 4,9 10,2 4,7 4,0 

OECD  4,8 8,3 3,1 9,2 

Source: Doing Business Report 2017 

 

Table 2ʘ. Index of economic freedom for countries of Southeast Europe in 2016 
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2 

41,

2 

32,

7 

47,

4 

59,

3 

84,

0 

33,

7 
89,3 

86,

6 

65,

0 
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0 
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9 
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3 

38,

2 

62,

9 
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9 
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8 
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0 

Bulgaria 47 
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Source: Index of Economic Freedom 2017, Heritage Foundation 
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ʊʘble 3ʘ. Global innovation index for 2016 

Country  

GII 

(rank) 

2015 

 

Innovation 

outputs 

(rank)  

Innovation 

inputs (rank) 

Innovation 

efficiency 

(rank)  

GII 

(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 University, INSEAD and the World 

Intellectual Property Organization 
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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 (Brexit) from 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 are facing 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 level of 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 have no big importance, while as far more significant emerge the 

influences of globalization processes which like hurricane destroy systems (insufficient 

professional staff) without legal and economic-medical arrangements. Given that the authors 

are not fully in 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. 
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Introduction  

 

Each Member State of the European Union (EU) is obliged to define the strategy in order 

to create a high-quality national health system that will become an integral part of 

internationally integrated healthcare activities, and in which their citizens could 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 a given moment correspond to a political 

establishment. Until recently it was believed that every healthcare system in the European 
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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 highly elevated 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 various activities in 

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 countries, medicine 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 kingdoms (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 scientific base and 

a safe haven for citizens/(Ivana Radiĺ, Vesna Kahrimanoviĺ, Branko Budimir, 2007: 72). 

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 modern practice 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 of the fact 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 order 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 system in twenty-eight European Union Member States. Due to 

their knowledge, demonstration of expertise and specific skills, they are extremely admired 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 differently. They tend, although there are no solid 

arguments for something like that, to challenge the mentioned quality and diminish the 

achieved results for the reasons well-known only to them. Still, they have to reconcile 

themselves with defeat, because they are going against 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 for doctors) and to significantly increase the quality of citizenôs health. 

The European Center for Development of Vocational Training (CEDEFOP) foresees that 

1.8 million workers will obtain new jobs by 2025, which represents an increase of 7.8% 

(European Commission, 2017). 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 employment in other sectors, 

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 from other countries 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 represents 8.5% 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 233, in France 208, in United Kingdom 182, in Spain 179, etc. Only in mentioned 

Member States were employed about two-thirds, or 63.5% of doctors. The curiosity is that less 

developed Member States of the European Union (EU) like Greece, which along with Portugal, 

Italy and Spain makes a well-known 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 States (Luxembourg, 

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 increase in the 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/or France 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 better standard of living and more certain existence. 

Otherwise, the mobility represents two-way and universal expert-demographic category. 

Mobility in the first case represents the departure from the home state and departure of 

health workers in a neighboring European 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 motive 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 home country, 

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. Regardless 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 significantly changed the medical-

population map of the European Union (EU), but it seems that this process is not completed 

yet. Thatôs why mobility needs to be treated very carefully. The economists would say and 

lawyers would confirm that at the current moment, it is not 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 want to leave 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 Organization, 2008). 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 professionals go across the border and ignore the needs of their early 

patients. Michelin Wismar (2010, 24-30) describes the problem of departures as a drop-out: 
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ñ... because health workers are really leaving, but many do not get job in the profession ... they 

end up in 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 people.ò Mobility for a 

long time (Klaus Offe, 1972: 479-488), and especially during the second decade 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 personal desires. 

 

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 influence on its functioning. 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 determination 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 legislation, formulation 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 patientôs complaint. Since the health authority in the 

Kingdom of Denmark is formed as three-step (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 budgets. As for 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, 1985: 41-58). Public 

health spending in the Kingdom of Denmark in 2016 amounted 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 taxable income 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 

Development (OECD) 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#profile-health, 2018). The residents of the Kingdom of 

Denmark under the mentioned law have the possibility 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 United 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 

participate in covering of the medical expenses incurred on the basis of their visit (Denis Protti, 

Tom Bowden, Ib Johansen, 2009: 17-22). 

Danish inhabitants have good health, so, they are more successful in this category than 

residents of most other European Union (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 higher-income countries of the European Union (EU) have better health than those 

with lower incomes. 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 success prevents 

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 certain disorders 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 nation in 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, technologically 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 

inhabitants (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 a first-class IT infrastructure 

that still needs some upgrades to be fully integrated, 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 functionality (Mary Stuart, Michael Weinrich, 2001: 474-480). The successful 

development of the Danish healthcare system was largely supported by health reforms initiated 

in 2007. Their aim was to unify the three-level 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) in the United Kingdom includes 

also Northern Ireland, Scotland and Wales. It is also known as William Beveridgeôs health 

insurance model, since it was formally established as a match for Bismarckôs model by the 

mentioned lord, as a social insurance and allied service report 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 basic, which means that there are also other forms of 

health insurance (Klein 1985: 41-58). 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 being financed 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. A special 

curiosity is associated with Beveridgeôs health 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 health activities. 

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 number of provided health 

services. The number of employed health and non-health 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 Britnell, 2015: 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 employed doctors 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 Europeans, while 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 health system 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 world), the British 

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 Service (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 Kingdom have been granted the right to free use of all 

health services provided in one place. The well-known free-of-charge health care at the place 

of use represents the basic principles set by the government when establishing the National 

Health Service (NHS) in 1948. 

This practically means that the right to free health care ñat the place of useò has 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 users does not include non-resident 

British citizens (Virginia Berridge, 2007: 22-29). 

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 governmentôs inability 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 healthcare providers 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 private health 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 for the 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 now used by about 8% of 

the population, has 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 Kingdom Government 

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 been rising 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 Service) NHS) 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) envisaged £ 30 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 Kingdom Ministry 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 everywhere in the world, complemented by the problems of 

psychosomatic disorders and social deviations (Matthias Wismar et al., 2011). 

Officials in the United Kingdom health sector can be criticized, not to notice that these 

deviations are a product of an incorrect assessment 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 fact, 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 unfortunately, none of these calls were false. 

This number of calls is alarming, but at the same time it represents the best check of 

operatorôs patience which is one of the most important features in their business. Employees 

of the National Health Service (NHS) in the United 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 2014, 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 more 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. 

 

Conclusions 

 

According to its structure, the health system in each Member State of the European Union 

(EU) 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 

service of citizenôs health, therefore, the primary premise of human value, which has no 

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 professional 

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 a goal number 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 programs 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 characteristic of health 

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 well-being, redistribution based on social needs and to lift health 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, first of all 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 their servicing 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 not a problem of a recent date, but itôs 

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 inflict on 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 directed 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 impact is stronger, 

and the successes are greater. 
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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 made a literature 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. 
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Introduction  

 

Identification is an ongoing process, where individuals tend to link themselves to a certain 

social element. When employees highly 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 self-images that are reconstituted in the organizationôs image and values 

(Cheney, 1983). It is empirically proven that culture is influencing the way we perceive and 

conceives, still more research needs to be done concerning the way organization perceives. 

For the common perception to be achieved, employees need to embed the organizationôs 

value system in their self-definition. The way on which organizational identification (OI) is 

formed is still unclear. The questions which arise are the ones concerning the actual transfer 

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 OI is being transferred, the importance of communication and the importance of 

managers. OI is often seen as a construct of social identification (Bergami and Bagozzi, 2000). 

Riketta (2005) classified present literature on OI into three study approaches, namely 

cognitive, affective, and sociological identification. Cognitive behavior is reflected in 

employeeôs intent to make decisions by considering the consequences of the actions towards 

the organization. Barker and Tompkin (1994) stated that when employees in the organization 
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accept the organization values and goals, that the decision-making will be organizationôs 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 distinctiveness, 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 Dutton et al., (1994) view that 

when higher the level of identification with the organization is, the employee will act and think 

from an organizationôs perspective. We will do literature review on process of identification 

with organizations and try to identify the ways in which OI 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. OI, as theory of social identity, tried to 

explain the employeeôs process of self-concept and its identification with the organization. 

Transfer of organizational identity is a process in which organizationôs values are being 

accepted and practiced by its employees. Freud (1922) described identification as ñan 

emotional tie with another personò. This idea was later used for organizational identification 

(Patchen, 1970). 

It is crucial for employees to identify themselves with the organization. The stronger the 

identification is, the faster and more efficient achievements of organizationôs goals will be. 

Linking to certain elements of ñsocial sceneò will ease the implementation, policies, and 

acts wonôt be necessary. Employeeôs attitudes, behavior and motivation has often been linked 

to OI. 

Different types of the organizational commitment may be found in the organization, 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 identification. Commitment 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 identification is substantially related only to affective 

type of commitment (Gautam, 2004; Mael and Tetrick, 1992). One of the key criteria for 

identification is employeeôs view of organization as distinctive and prestigious (Carmeli, Gilat, 

& Weisberg, 2006). 

The strength of organizational identification is correlated with organizational image and 

prestige (Carmeli, 2005; Dukerich et al., 2002). Furthermore, employeesô attitudes would be 

affected by aspects of a firmôs performance (Schneider et al., 2003). Having higher 

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 in-role performance and extra-role behavior. 

 

Formation of OI  

 

There are two theories concerning the formation of OI. Cheney and Christensen (2001) 

stated that, since managers can use internal communication channels of the organization, that 

may enable them to influence the official claims of the organization. While the second theory 

states that OI 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 OI in senses of receiving process and transmitting the 

information, as one main aspect of OI formation. Information, are in general, very important 

for OI formation, since employees strive for information, in order to feel as important members 

of organization. Information is one of the main pillars 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 had enough stability and has shared enough 

common experience to have developed a culture (Schein, 1984). Information with different 

content may differently impact OI. As Cheneyôs (1983) analysis showed, there are two kinds 

of information: visual-information and persuasive 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 open minded, even within the employees which have high OI. 

They are responsible for defining organizationôs 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 its own cultural heritage inside the organization, effective culture 

managements allows the ñmelting potò and allows the embeddedness of organizational culture. 

Beside the organizational culture, strong occupational culture may be one of the 

determinants of achieving higher level of OI. Managers have certain level of responsibility in 

transmitting the norms and values which are part of organizational culture. According to 

Schultz et al., (2000) OI 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 organization best interest (Simon 

1976; Miller, 2000). 

 

Communication 

Communication is one of the mediums used to express our thoughts. It is pillar for 

successful exchange of thoughts. The importance of communication between managers and 

employees, as key channel in order for organizational values system to be perceive, has been 

suggested by many researchers (Jun et al., 2010; Smidts 2001). Communication is the key for 

successful organizational identification. In order for OI to be achieved, the effective 

communication between managers and employees need to be conducted. The perceived 

communication climate, subdivided into three dimensions (i.e. openness, participation and 

supportiveness), appeared to directly affect employeesô organizational identification (Bartels 

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: 

Founderôs culture 

Most cultural solutions in new groups and 

organizations originate from the founders 

and early leaders of those organizations 

(Pettigrew, 1979). 

Stage 2: 

Managers 

Managers are often seen as members of a 

given group. They have, according to 

Schein (2015), (1) been together long 

enough to have shared significant 
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problems, (2) have had opportunities to 

solve these problems and to observe the 

effects of their solutions, (3) have taken in 

new members.  

Stage 3: 

Communication 

Employees commitment appear to be in 

direct correlation with the perception of 

communication quality (Smidts et al., 

2001; Postmes et al., 2001; Cheney, 1983). 

Stage 4: 

Psychological contract 

Schein (1965) stated that individuals and 

organizations interact in complex fashion. 

Such relationship is ñunfolding through 

mutual influence and mutual bargaining to 

establish a workable psychological 

contract.ò 

Stage 5: 

Common organizational value sharing 

De Long and Fahey (2000) believed that 

values and norms, held by organizational 

members, help them develop certain sense-

making filters and meaning-construction 

process. 

Stage 6: 

Decision making premises  

When individuals adopt the values and 

goals of an organization, they develop 

decision-making premises that complement 

the value- and goal-based premises held by 

the organization (Simon, 1976). 

 

Decision making premises 

Theory of organizational identification stated that when the process of transitions between 

organization and employee is conducted, the employeeôs interaction with outer environment 

will be in order with organizationôs values and believes. Simon (1948) believes that main pillar 

in decision making process is identification, ña person identifies with a group when, in making 

a decision, he evaluates the several alternatives of choice in terms of the consequences for the 

specified groupò. 

The organization ñinitiatesò this inducement process by communicating values, goals, and 

information (i.e., the organizationôs own stated ñidentificationsò) in the form of decisional 

premises; the member may ñcompleteò the process by adopting or adapting the organizational 

premises, making decisions that are ñbestò for the organization, perhaps even developing a 

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 ñFortune 500. The results of interviewing 178 employees showed thatò a person identifies 

with a unit when, in making a decision, the person in one or more of his/her organizational 

roles perceives that unitôs interests ï AS that unitôs interests ï to be relevant in evaluating the 

alternatives of choiceò. Archiving such level of OI, where employees act in accordance with 

organization values, will presumably increase the level of good over bad decisions. 

 

Cultural determinant and OI 

Each individual brings his cultural background. If we regard culture as onion, central 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 influenced 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 the decision-making process? 

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. It is believed 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 individual has the 

chance to learn more about his own system of perception, we 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 the systems of communication was presented for a century. Painters used 

pictures to present their perceptual words. Leonardo da Vinci introduced the vanishing points, 

and his picture The last supper was 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 concept 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-

level and second-level. First-level metaphor (organization as game) is developed in sub-sets 

metaphors, so called second-level metaphors. Second-level metaphor are generated so that 

culture (first-level metaphor) combined with modifier and the metaphor culture as second-

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 are fed with 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 out other data. 

ñHundreds 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 perceivedò (Hall, 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 perceptual world of early man may 

have been like. 

 
Fig. 1. Forming the organizational perception 

 

Measuring the OI 

Measuring the cultural variables have often been a challenge. Organizations as social 

category are under the ñtouchò of culture; however, we do often simplify the way we want to 

measure cultures. Schein (2015) believed that culture, as such a complex system, canôt be so 

easily measured by ñsmall set of questionsò. 

According to Patchen (1970) OI is composed of three interwoven factors, namely 

membership, royalty, and similarity. Organizational 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. Miller (2000) 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 than organizational identification. 

Gautam et al., (2004) developed revised OI questionnaire, using the original Cheney (1983) 

research. The revised version consisted of eight-item scale as a reliable OI measure. Edward 

et al., (2007) used six-item measure of OI, which measures both cognitive and affective 

component. These measures are composed of three subcomponents: self-categorization and 

labeling, sharing organizational values and goals, and a sense of organizational belonging and 

membership. 

 

Summary and Conclusion 

 

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-

conceptions. OI 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 culture. Management is often seen as mediating factor in such relationships, 

which should foster the OI, especially when the identity is indistinct. Successful OI can lead 

to number of positive effects, such as lower training costs, harmful decision making, policies 

making and etc. 

Still, having a higher organizational identification does not necessarily mean that the 

performance will be higher. The cons of OI has not been studied much. 

High OI may in certain cases oppress the expression of creativity and can maybe blindfold 

employees about the necessity for value changing. 

One of the main pillars in effective OI 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 

ñtransferò being made, organizational representatives tend to make decisions in compliance 

with organization. Such ñan emotional tieò with the organization tends to become part of our 

social identity. 
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Abstract 

 

One of the problems that employees face today in organizations is ethical problems. Many 

organizations resort to unethical acts due to the intensified competition in achieving efficiency 

and profitability. This article has been conducted to examine the relationship between the 

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 

randomly. The research was done based on a survey. The examined questionnaires included 

standardized questionnaires of ethical climate and positive organizational behavior. SPSS-19 

was used to analyze the data in this study. The reliability of the questionnaires was estimated 

using Cronbachôs alpha. Thus, Cronbachôs alpha was obtained 0.844 and 0.730 respectively 

for the ethical climate of the organization and positive organizational behaviors. The results 

showed that there is a positive and significant relationship between the ethical climate of the 

organization and positive organizational behaviors of the staff at Shahrud University of 

Medical Sciences. 

Additionally, there are significant relationships among the instrumental ethical climate 

and the ethical climates of independence, caring, organizational rules and regulations, 

professional ethical rules and regulations and positive organizational behaviors among the 

staff at Shahrud University of Medical Sciences. 
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Today, with more complexities in organizations and the prevalence of unethical and illegal 

tasks, the managers 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 ethical codes are 

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 values and behavioral 

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 determines the extent 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 not only 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) 

includes the ñspecific circumstances of an organization that facilitates the discussion on the 

health problems of patients and resolving such circumstances provides a framework for ethical 

decision-making in clinical settings.ò 

The ethical climate has been known as a 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 and regulations 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 response on the part of employees against moral distress and other causes of discontent 

in workplace (Fogel, 2007; Schluter et al., 2008). 

In recent decades, terms with a negative sense such as absenteeism and job dissatisfaction 

have appeared more frequently than positive words such as self-confidence, self-efficacy, 

hope, optimism, peace of mind, and emotional intelligence (the ability to identify and manage 

oneôs own emotions and those of the others). According to what is known, positive issues have 

been neglected 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 organizational 

behavior focuses mainly on the micro aspects of organizational behavior and those positive 

aspects of human personality that can develop and grow. 

¶ Positive organizational research focuses largely on the major aspects of 

organizational behavior and positive organizational behavior is thus affected by 

positive psychology. 

¶ The recognition of positive organizational behavior and the development of positive 

thoughts increase the employee performance, efficiency, improved productivity, 

satisfaction and higher levels of socio-economic 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, altruism, 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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Fig. 1. The constituting factors of positive organizational behaviors 

 

Luthans et al., (2004) believe that the optimal combination of positive psychology, human 

capital and social capital is an inevitable necessity to form a positive organizational behavior 

(Luthans et al., 2004; Luthans & Joseph, 2004). 

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

Creating hope, wishes, self-confidence, and self-esteem is different in Luthansôs theory as 

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), current managers should avoid engaging 

oneôs mind in human disadvantages and failures. Instead, they ought to focus on positive 

features and they have thus been able to develop and expand hope, self-efficacy, optimism, 

and self-confidence and improve individual and organizational 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 organizational 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 relationship 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 discuss the correlation 

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 instrumental ethical climate, 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 developed by Luthans and Yusuf (2007). This 

theory includes aspects of self-confidence, 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 

Positive 

Organizational 

Behaviors 

Social Capital 

Human Capital Positive Psychology 
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has emerged in the field that focuses on the positive aspects of behavior in seeking the growth 

and development of individuals, organizations, and society and its main effects can be 

observed in academic and applied research (Simar Asl et al., 2010). The researchers are of the 

opinion that by relying on the theory of positive organizational 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 powers and the abilities to realize their self-esteem through positive 

organizational behavior. The realization of such capabilities provides them with self-esteem 

and self-confidence and this in turn makes them more mature. 

 

Research hypotheses 

 

The main hypothesis 

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 

¶ There is a significant relationship between the instrumental ethical climate and 

positive organizational behaviors of the staff at Shahrud University of Medical 

Sciences. 

¶ There is a significant relationship between the ethical climate of independence and 

positive organizational behaviors of the staff at Shahrud University of Medical 

Sciences. 

¶ There is a significant relationship between the ethical climate of caring and positive 

organizational behaviors of the staff at Shahrud University of Medical Sciences. 

¶ There is a significant relationship between the ethical climate of rules and regulations 

and positive organizational behaviors of the staff at Shahrud University of Medical 

Sciences. 

¶ There is a significant relationship between the ethical climate of professional rules 

and ethical codes and positive organizational 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 in terms of purpose. 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 human life. 

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 or subjective features. 

 

Statistical population 

 

Using Cochranôs formula, the sample size in this study consisted of 224 participants. This 

sample has been randomly selected from the staff at Shahrud University of Medical Sciences. 
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Questionnaire 

 

In the present 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) was used to 

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 developed 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 ethical climate are provided below: 

The results of Bartlettôs test that approximates chi-square statistic are provided in Table 1. 

Bartlettôs test Sig value is less than 5 percent (0.000), suggesting that the factor analysis is 

appropriate in identifying the operating 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 more than 59 percent for this 

survey. 

 

Table 1. The results of factor analysis for the questionnaire of organizational ethical climate 

Measure KMO  Value Sig Variance percentage 

0.789 0.000 59.115 

 

The results of the test designed for the questionnaire of positive organizational behaviors 

are given below: 

The results of Bartlettôs test that approximates chi-square statistic are provided in Table 2. 

Bartlettôs test Sig value is less than 5 percent (0.000), suggesting that the factor analysis is 

appropriate in 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 the factor analysis is more than 54 percent for the 

survey. 

 

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

behaviors 

Measure KMO  Value Sig Variance percentage 

0.764 0.000 54.599 

 

The results of this test for the questionnaire 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 was used to calculate Cronbachôs alpha coefficient for the 

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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Table 3. The values of Cronbachôs alpha for the questionnaires 

Organizational ethical climate Organizational positive behaviors 

Number of questions Cronbachôs alpha Number of questions Cronbachôs alpha 

26 0.844 12 0.730 

 

Findings 

 

Descriptive statistics 

 

Diagram 1. The age group of respondents 

 
 

Diagram 2. The gender of respondents 
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Diagram 3. The educational level of respondents 

 
 

Diagram 4. The marital status of respondents 

 
 

Diagram 5. The respondentsô years of service 

 
 

Inferential statistics 
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Kolmogorov-Smirnov 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 more than 5%, therefore, the distribution is normal and the 

parametric test is used to examine the hypotheses. 

 

Table 4. The results of Kolmogorov-Smirnov test 

 Organizational ethical 

climate 

Positive organizational 

behavior 

Number of data 224 224 

Normal 

parameter 

Mean 2.98 3.04 

SD 0.418 0.419 

The highest 

deviation 

Absolute 

value 
0.084 0.079 

Positive 0.058 0.079 

Negative 0.084-  0.057-  

Z value of Kolmogorov ï 

Smirnov  
1.253 1.182 

Sig value (interquartile) 0.087 0.122 

 

The evaluation of the main hypothesis 

 

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 Pearson correlation 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 Sciences. 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 

 
Organizational 

ethical climate 

Positive 

organizational 

behaviors 

Organizational ethical 

climate 

Pearson 

correlation 
1 

0.617** 

Sig 

(interquartile) 
 

0.000 

Number of data 224 224 

Positive 

organizational 

behaviors 

Pearson 

correlation 

0.617** 
1 

Sig 

(interquartile) 

0.000 
 

Number of data 224 224 

 

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 organizational behaviors 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 organizational 

behaviors 

Instrumental ethical 

climate 

Positive organizational 

behaviors 

Pearson 

correlation 
1 

-0.564** 

Sig 

(interquartile) 
 

0.000 

Number of data 224 223 

Instrumental ethical 

climate 

Pearson 

correlation 

-0.564** 
1 

Sig 

(interquartile) 

0.000 
 

Number of data 223 223 

 

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 of correlation test for the second subsidiary hypothesis 

 

Positive 

organizational 

behaviors 

The ethical climate of 

independence 

Positive 

organizational 

behaviors 

Pearson 

correlation 
1 

0.581** 

Sig 

(interquartile) 
 

0.000 

Number of data 224 223 

The ethical climate of 

independence 

Pearson 

correlation 

0.581** 
1 

Sig 

(interquartile) 

0.000 
 

Number of data 223 223 

 

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 significant 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 organizational 

behaviors 

The ethical 

climate of caring 

Positive organizational 

behaviors 

Pearson 

correlation 
1 

0.542** 

Sig 

(interquartile) 
 

0.000 

Number of data 224 224 

The ethical climate of 

caring 

Pearson 

correlation 

0.542** 
1 

Sig 

(interquartile) 

0.000 
 

Number of data 224 224 

 

The evaluation of the fourth subsidiary hypothesis 

 

Table 9 shows the results of 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 

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

 

Positive 

organizational 

behaviors 

The ethical climate of 

organizational rules 

Positive organizational 

behaviors 

Pearson 

correlation 
1 

0.536** 

Sig 

(interquartile) 
 

0.000 

Number of data 224 223 

The ethical climate of 

organizational rules 

Pearson 

correlation 

0.536** 
1 

Sig 

(interquartile) 

0.000 
 

Number of data 223 223 

 

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 there is a significant 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 of 1% and is marked with **. 

 

 

 

 

 

 



49 Faculty of Business Economics and Entrepreneurship International Review (2018 No. 1-2) 

© Filodiritto Editore ï Proceedings 

Table 10. The results of correlation test for the fifth subsidiary hypothesis 

 
Positive organizational 

behaviors 

The ethical climate 

of professional and 

ethical codes 

Positive 

organizational 

behaviors 

Pearson correlation 1 0.508** 

Sig (interquartile)  0.000 

Number of data 224 224 

The ethical 

climate of 

professional 

and ethical 

codes 

Pearson correlation 0.508** 1 

Sig (interquartile) 0.000  

Number of data 224 224 

 

The evaluation of the current status of the research components 

 

The one-sample t-test 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 climate, positive organizational 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 two-sample t-test was used to examine the influence of the mediating variables of 

gender and marital status on the views of respondents. 

Confidence interval for the component of organizational ethical climate: 0.00Òɛ-3Ò0.15 Ÿ 

3.00ÒɛÒ3.15. 

Confidence interval for the component of the ethical climate of caring: -0.26Òɛ-3Ò-0.06 Ÿ 

2.74ÒɛÒ2.94. 

Confidence interval for the component of the ethical climate of professional rules: 0.16Òɛ-

3Ò0.40 Ÿ 3.16ÒɛÒ3.40. 

Confidence interval for the component of the ethical climate of organizational rules: -

0.26Òɛ-3Ò-0.04 Ÿ 2.74ÒɛÒ2.96. 

Confidence interval for the component of the instrumental ethical climate: -0.03Òɛ-3Ò0.20 

Ÿ 2.97ÒɛÒ3.20. 

Confidence interval for the component of the ethical climate of independence: 0.27Òɛ-

3Ò0.54 Ÿ 3.27ÒɛÒ3.54. 

Confidence interval for the component of positive organizational behavior: -0.05Òɛ-3Ò0.10 

Ÿ 2.95ÒɛÒ3.10. 

Confidence interval for the component of optimism: -0.39Òɛ-3Ò-0.17 Ÿ 2.61ÒɛÒ2.83. 

Confidence interval for the component of hope: -0.17Òɛ-3Ò0.11 Ÿ 2.17ÒɛÒ3.11 

Confidence interval for the component of self-confidence: 0.62Òɛ-3Ò0.88 Ÿ 3.62ÒɛÒ3.88. 

Confidence interval for the component of resilience: -0.48Òɛ-3Ò-0.18 Ÿ 2.52ÒɛÒ2.82. 
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Table 11. The results of one-sample t-test 

Components M SD 
t 

statistic  
Df Sig 

95% 

confidence 

interval of 

sample mean 

difference 

Lower 

level 

Upper 

level 

Organizational ethical 

climate 
2.98 0.418 0.873-  223 0.383 0.08-  0.03 

The ethical climate of caring 2.94 0.525 1.592-  223 0.113 0.13-  0.01 

The ethical climate of 

professional rules 
3.10 0.726 2.063 223 0.040 0.00 0.20 

The ethical climate of 

organizational rules 
3.16 0.660 3.636 222 0.000 0.07 0.25 

Organizational ethical 

climate 
2.98 0.502 0.568-  222 0.571 0.09-  0.05 

The ethical climate of 

independence 
2.71 0.773 5.577-  222 0.000 0.39-  0.19-  

Positive organizational 

behavior 
3.04 0.419 1.521 223 0.130 0.01-  0.10 

Optimism 2.77 0.606 5.732-  223 0.000 0.31-  0.15-  

Hope 2.88 0.671 2.607-  223 0.010 0.21-  0.03-  

Self-confidence 3.57 0.832 10.312 223 0.000 0.46 0.68 

Resilience 2.95 0.665 1.088-  223 0.278 0.14-  0.04 

 

Two-sample t-test results 

 

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

 

We use the two-sample t-test to measure the differences between the views of female and 

male respondents about 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 of the instrumental ethical climate, 

the ethical climate of independence and self-confidence at 5% error level and thus their views 

are identical. As regards 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 organizational rules and regulations, optimism, hope, and 

resilience, there was a significant relationship between the views of men and women at 5% 

error level and thus their views are not identical. 
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Table 12. The test results of the role of gender in the view of respondents 

Components Gender M SD 

Levene test for 

the equality of 

variances 

t-test for the equality of means 

F 

statistic 
 

Sig 

level 

T 

statistic 
Df 

Sig 

(interquartile)  

Organizational 

ethical climate 

Female 2.87 0.409 

0.487 0.486 3.279-  221 0.001 

Male 3.06 0.410 

The ethical 

climate of 

caring 

Female 2.82 0.541 
1.450 0.230 3.149-  221 0.002 

Male 3.04 0.496 

The ethical 

climate of 

professional 

rules 

Female 2.93 0.759 

1.720 0.191 3.041-  221 0.003 
Male 3.23 0.678 

The ethical 

climate of 

organizational 

rules 

Female 3.02 0.699 

0.777 0.379 2.887-  220 0.004 
Male 3.27 0.610 

Instrumental 

ethical climate 

Female 2.94 0.534 
1.334 0.249 1.089-  220 0.278 

Male 3.01 0.479 

The ethical 

climate of 

independence 

Female 2.64 0.769 

0.013 0.908 1.206-  220 0.229 
Male 2.76 0.778 

Positive 

organizational 

behaviors 

Female 2.94 0.390 

0.102 0.749 3.353-  221 0.001 
Male 3.12 0.426 

Optimism 
Female 2.63 0.543 

1.471 0.226 2.985-  221 0.003 
Male 2.87 0.635 

Hope 
Female 2.78 0.623 

1.168 0.281 2.054-  221 0.041 
Male 2.96 0.698 

Self-

confidence 

Female 3.54 0.851 
0.014 0.908 0.502-  221 0.616 

Male 3.60 0.822 

Resilience 
Female 2.81 0.555 

4.440 0.036 2.899-  220.993 0.004 
Male 3.06 0.726 

 

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 behaviors, the 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 self-confidence at 5% error level and 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 13 showed 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 organizational rules 

and regulations, optimism, hope, and resilience. However, the views differ in the components 

of instrumental ethical climate and the ethical climate of independence. 

 

Table 13. The results of the test of the role of age in respondentsô views 

Component 
Organizational 

ethical climate 

The 

ethical 

climate of 

caring 

The ethical 

climate of 

professional 

rules 

The ethical 

climate of 

organizational 

rules 

Instrumental 

ethical 

climate 

The ethical 

climate of 

independence 

F statistic 2.411 0.475 1.520 1.943 3.503 2.912 

Sig value 0.068 0.700 0.210 0.124 0.016 0.035 

Component 

Positive 

organizational 

behaviors 

Optimism  Hope  
Self-

confidence  
Resilience 

F statistic 0.460 0.324 2.219 0.931 0.827 

Sig value 0.711 0.808 0.087 0.427 0.480 

 

To determine which means are different with regard to the components of instrumental 

ethical climate and the ethical climate of independence, we use a post-hoc test. One such test 

is Tukey which is going to be discussed in what follows. 

 

The instrumental ethical climate 

 

In Table 14, the 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 group and the mean of 

the age group above 50 years (Sig value is less than 5%). 

 

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

Dependent variable Age (I) Age (J) SD (I-J) Sig. 

Instrumental ethical climate 

20 ï 30 years 

40 ï 31 years 0.023-  0.994 

50 ï 41 years 0.161 0.362 

Above 50 0.214-  0.349 

40 ï 31 years 

20 ï 30 years 0.023 0.994 

50 ï 41 years 0.184 0.112 

Above 50 0.191-  0.363 

50 ï 41 years 

20 ï 30 years 0.161-  0.362 

40 ï 31 years 0.184-  0.112 

Above 50 -0.375* 0.014 
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Above 50 

20 ï 30 years 0.214 0.349 

40 ï 31 years 0.191 0.363 

50 ï 41 years 0.375* 0.014 

 

The ethical climate of independence 

 

According to Tukey test, there is a significance difference between the means of different 

age groups (Sig value is above 5%) 

 

The test of the role of educational level in respondentsô views 

 

The results of table 15 showed that the views are identical in the components of the ethical 

climate of caring, the ethical climate of organizational rules and regulations, hope, 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 professional and ethical codes, optimism, and 

resilience. 

 

Table 15. The results of the role of education in respondentsô views 

Component 
Organizational 

ethical climate 

The 

ethical 

climate of 

caring 

The ethical 

climate of 

professional 

rules 

The ethical 

climate of 

organizational 

rules 

Instrumental 

ethical 

climate 

The ethical 

climate of 

independence 

F statistic 4.701 1.342 2.914 1.239 4.296 6.098 

Sig value 0.001 0.255 0.022 0.295 0.002 0.000 

Component 

Positive 

organizational 

behaviors 

Optimism Hope 
Self-

confidence 
Resilience 

F statistic 3.216 4.656 2.048 1.815 4.291 

Sig value 0.014 0.001 0.089 0.127 0.002 

 

We use Tukey test to determine which means are different with regard to the components 

of organizational ethical climate, positive organizational behaviors, the 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 difference between 

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 level (I) Education level (J) 
SD (I-

J) 
Sig. 

Organizational ethical 

climate 

High School 

Diploma 

Associateôs Degree 0.218 0.275 

BA 0.376* 0.001 

MA 0.308* 0.033 

PhD 0.416* 0.007 

Associateôs Degree 

High School 

Diploma 
0.218-  0.275 

BA 0.157 0.269 

MA 0.090 0.861 

PhD 0.197 0.376 

BA 

High School 

Diploma 
-0.376* 0.001 

Associateôs Degree 0.157-  0.269 

MA 0.067-  0.893 

PhD 0.040 0.994 

MA 

High School 

Diploma 
-0.308* 0.033 

Associateôs Degree 0.090-  0.861 

BA 0.067 0.893 

PhD 0.107 0.851 

PhD 

High School 

Diploma 
-0.416* 0.007 

Associateôs Degree 0.197-  0.376 

BA 0.040-  0.994 

MA 0.107-  0.851 

 

The ethical climate of professional 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 group with bachelorôs degrees (The significance 

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 diplomas and the mean of the group with Bachelorôs Degrees and also the 

mean of the group with high school diplomas and the mean of the group with PhDs (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 the mean of the group with bachelorôs degrees and the mean of 

the group with high school diplomas and the mean of the group with Masterôs Degrees, and 

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 behaviors 

According to Tukey test, there is a significant difference between the mean of the group 

with high school diplomas and the mean of the group with bachelorôs degrees and also the 

mean of the group with high school diplomas and the mean of the group with Masterôs Degrees 

(The significance value is less than 5%). 

 

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 Associateôs Degrees, the mean of the group with PhDs 

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%). 

 

Resilience 

According to Tukey test, there is a significant difference between the mean of the group 

with high school diplomas and the mean of the group with Associateôs Degrees, the mean of 

the group with high school diplomas and the mean of the group with Bachelorôs Degrees, the 

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 the effect of the years of service in the view of respondents 

The results of table 17 showed that the views are identical in the components of positive 

organizational behaviors, instrumental ethical climate, optimism, hope, and self-confidence. 

However, the views 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 ethical codes, and 

resilience. 

 

Table 17. The test results concerning years of service in respondentsô views 

component 
Organizational 

ethical climate 

The 

ethical 

climate of 

caring 

The ethical 

climate of 

professional 

rules 

The ethical 

climate of 

organizational 

rules 

Instrumental 

ethical 

climate 

The ethical 

climate of 

independence 

F statistic 3.763 3.694 2.524 2.875 0.711 2.827 

Sig value 0.006 0.006 0.042 0.024 0.586 0.026 

component 

Positive 

organizational 

behaviors 

Optimism  Hope  
Self-

confidence 
Resilience  

F statistic 1.277 1.537 0.473 1.174 2.564 

Sig value 0.280 0.192 0.755 0.323 0.039 

 

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 ethical climate 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 a significant 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 
Years of service 

(I) 

Years of service 

(J) 
SD (I-J) Sig. 

Organizational ethical 

climate 

Less than 5 years 

5 ï 10 years 0.067-  0.903 

11 ï 15 years 0.169-  0.286 

20 ï 16 years 0.158 0.347 

More than 20 

years 
0.075-  0.958 

5 ï 10 years 

Less than 5 years 0.067 0.903 

11 ï 15 years 0.102-  0.707 

20 ï 16 years 0.225* 0.039 

More than 20 

years 
0.008-  1.000 

11 ï 15 years 

Less than 5 years 0.169 0.286 

5 ï 10 years 0.102 0.707 

20 ï 16 years 0.326* 0.003 

More than 20 

years 
0.094 0.916 

20 ï 16 years 

Less than 5 years 0.158-  0.347 

5 ï 10 years -0.225* 0.039 

11 ï 15 years -0.326* 0.003 

More than 20 

years 
0.233-  0.220 

More than 20 

years 

Less than 5 years 0.075 0.958 

5 ï 10 years 0.008 1.000 

11 ï 15 years 0.094-  0.916 

20 ï 16 years 0.233 0.220 

 

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. Sig value 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 years of service 

(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 of the group with 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 value is larger 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 evaluation of the role of employment status in respondentsô views (Multiple 

comparisons of population means: ANOVA) 

The results of table 19 showed that the views of different groups with various employment 

types are identical in all components of positive organizational behaviors, instrumental ethical 

climate, optimism, hope, self-confidence, 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 ethical codes, and resilience. 

 

Table 19. The evaluation of the role of employment status in respondentsô views 

component 
Organizational 

ethical climate 

The 

ethical 

climate of 

caring 

The ethical 

climate of 

professional 

rules 

The ethical 

climate of 

organizational 

rules 

Instrumental 

ethical 

climate 

The ethical 

climate of 

independence 

F statistic 0.891 2.587 0.727 1.798 0.980 0.864 

Sig value 0.447 0.054 0.537 0.149 0.403 0.460 

component 

Positive 

organizational 

behaviors 

Optimism Hope 
Self-

confidence 
Resilience 

F statistic 0.828 1.824 0.666 0.107 0.449 

Sig value 0.480 0.144 0.574 0.956 0.718 

 

Conclusions 

 

The results show that the administrators of Shahrud University of Medical Sciences can 

manage the ethical climate 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 expecting ethical 

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 cannot be followed 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 organization 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 on the managers 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 instead of 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 emerge for the 

staff and managers and negative organizational behaviors will be replaced with positive 

alternatives. 

 

Final analysis model 

 
Fig. 3. The final analysis models 
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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 which might 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 entrepreneurship and 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 role of interactive 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 to understand the current status of respondents in terms of the amount of each variable 

under study, the relationship between variables is investigated using single sample t-test and 

Pearson correlation coefficient. They are also analyzed through structural equations 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 look at the world reveals the truth that ñthe world today is very different 

from the pastò. This difference refers back to some dominant features namely, globalization of 

the economy, mass production and surplus capacity in most markets, time-based competition, 

massive information and efficiency of communication and knowledge and customerôs 

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 enterprises. In such place, 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 socially and 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 strategies with novel structures should be 

followed in order to produce goods and services with the lowest cost and best quality meeting 

customersô needs; in a way that the world markets could be conquered. Therefore, if we want 

to have a successful economy, we need 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 organization, 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; in 

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 service-oriented approach for value creation (Bitner & Brown, 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 be considered (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 should be 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 limitations (Casciaro & Piskoriski, 2005). And also, 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 where companies adapt themselves to ñinstrumentation or creating value from 

resource combinationò. That is, strategically, the available resource combination is used to 

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, this research analyzes 

the created value by service innovation (OôCass & Ngo, 2010), moreover, as a service 

provider, it is divided into two types: interactive innovation (i.e. direct value creation 
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experienced by customer) and supportive innovation (indirect value creation through a 

mediator or protector). 

Several key factors are resulted from reanalyzing the service innovation based on 

companiesô functional information. First of all, these information claim that service innovation 

influences the function positively and empowers the company to create higher value compared 

to other competitors. For instance, service innovation which combines the knowledge of 

customers and first level employees, influences sales performance, costs and companiesô 

competitive function. Similarly, the difference in services and focus on service innovation, 

develop competitive advantage (Kastafson et al., 2011). However, the attention revolves 

around the results of service innovation, there are little empirical researches on the assessment 

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 based on sustainable 

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 based on sustainable 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 based on service innovation describe a view based on 

companyôs capabilities. A view based on competitive strategic capabilities invites the company 

to achieve competitive advantage through their distinct capabilities. 

Some scholars found out that unique features or differential 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 be studied and 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 levels and research 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 process, 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 company. However, to create innovation in services, scholars put 

emphasis 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 hypotheses 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 innovation-based function. 

Anyway, infrastructure strategies of resource combination, by service companies, lead to 

innovative actions which have not been considered widely. In terms of environmental resource 

limitations, Baker & Nelson (2005) claim that: ñresource combination, to access new goals, is 

sometimes employed as a new mechanism leading to innovation discovery through offering 

new services to customers by means of the available resourcesò. 

 

Significance of the Study  

 

One of the key requirements for companiesô success, is how can the competitive 

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, inimitable, scarce 

and irreplaceable resources (Movaghar & Mousavi, 1393). 

To be able to survive in new competitive paradigms among organizations, which is a totally 

competitive and knowledge-based area, todayôs organizations should regard innovation as a 

crucial strategy 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 

survival and the necessity for companies and organizations to be familiar with such issues, in 

the present study, they are elaborated on entitled ñstudy of relationship between 

entrepreneurship services and competitive advantages with the mediator role of interactive and 

supportive innovationò to use the results in the best way. 

 

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 proposed. 

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 

will be suggested: ñcompetitive advantage is companyôs increasing attractions of suggestion 

compared to competitors in customersô point of viewò (J Kigan, 1394). ñCompetitive 

advantage of companyôs available values for customers, in a way that these values are higher 

than customerôs costsò. 

Regarding the suggested definitions, competitive advantage shows that the direct 

relationship among values in customerôs point of view, the offered values by company and the 

offered values by competitors, determine the requirements and dimensions of competitive 

advantage. As from the customerôs point of view, the comparison of values offered by the 

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; it a way that this advantage causes more customerôs attraction compared to other 

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; 

c) Obvious advantage vs. intangible advantage; 

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 it entered the schools 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 point that entrepreneurs, 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 method in production 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 condition, in which 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 innovation 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 

method 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 behavioral and emotional 

responses from customers encountered with new value or concept. b) Supportive 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 for 

conceptualization of service innovation, as a method through which service companies create 

value by means of innovation and customer-orientation, it was under little empirical attention 

(Carman & Langeard, 1980). The concept that innovation is mainly a physical 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 principal interest 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 strategic changes in value chain. On the other hand, companies which are 

more customer-centric 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 focus 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 be a strong 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 case of project-driven 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 case of competitive advantage and innovation, it is claimed that the sustainable 

competitive advantage refers to companyôs access ña top market positionò through competitors 

with better performance. The previous researches show that while retaining a competitive 
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advantage is difficult in unstable environment, competitive advantage in stable business 

environments can be sustainable (Essenhart & Martin, 2000). However, researchers 

investigated the ñdynamism obstaclesò (Porter, 1980), ñthe factor of shortage of marketsò and 

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 balance of sustainable competitive 

advantage which is proposed by Barney, claims that ña company claims that to have a 

sustainable competitive advantage which is operating a value-creating strategy, it should not 

function or being duplicated for other competitors simultaneouslyò. A key factor leading to 

the stability of a competitive advantage, is competitorsô incapability in imitation and 

duplication the value structure-based innovation which creates the advantage. 

The inability to copy and paste is related to separation 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 (Weerawardena & OôCass. 2004). 

 

Review of Literature 

 

The conducted domstic and foreign studies are as follows: 

 

Domestic Studies 

Naiyeri et al., (1394) have proposed a model for ñdetermining the role of market 

orientation role in promoting the level of organizational innovation in banking system (case 

study: Bank of Hekmat Iranianò. The results confirm the suggested model. Market orientation 

and its 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 respondentsô point of view. 

Movaghar & Mousavi diva (1393) have conducted the study entitled ñinvestigating the 

role of service entrepreneurship and bricolage in sustainable competitive advantage: 

specification of the role of interactive and supportive innovationò and along with a 

comprehensive overview of the subject, they attempt to represent each variable according to 

the latest researches. 

Hejazi & Hosseini Moghaddam (1392) have studied ñthe effect of entrepreneurship 

tendency on the performance of banks with the emphasis on the mediating role of market 

orientation (case study: public and private banks of Gilan province)ò. Results of the research 

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 ñstudy of gaining competitive 

advantage and improving organizational performance through customer-orientation, 

distinction of innovation and marketò. Results show that customer-orientation has a positive 

and significant effect on innovation and marketing. Moreover, innovation and marketing have 

a positive and significant effect on organizational function. 

Madhoushi et al., (1391) have studied ñthe effect of market orientation and entrepreneurial 

tendency on innovation in small and medium businesses in the current changing and unstable 

conditionsò. According to the results, the promotion of market orientation enhances innovation 

directly and indirectly by means of entrepreneurial tendency. 
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Foreign Studies 

Sandeep et al., (2013) have conducted a study entitled ñcompetition through service 

innovation: the role of resource combination and entrepreneurship in project-oriented 

companies in Australia and America. In this research, multi-stages 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 Jia-Sheng & Hsieh Chia-jung did a study entitled ñinvestigating the relationship 

among entrepreneurship, marketing capacity, innovation capacity and sustainable competitive 

advantageò. The dependent variables in this study are the sustainable competitive advantage 

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 investigated. 

Vikash Naidoo in his study entitled ñthe survival of the company forms a crisis: the effect 

of market orientation, marketing innovation and business strategyò conclude that small and 

medium Chinese manufacturing companies which promote and retain competitive advantage, 

have a bigger chance of survival and marketing innovation helps developing the competitive 

advantage through cost and differentiation leadership strategy. 

Prajogo, D.I., McDermott et al., in their research, ñimpact of value chain activities on 

quality and innovationò conclude that research management and development has a positive 

effect on the product innovation. Their research also displays that factors such as focus on 

customer, management of process and distribution channel influence the quality of products. 

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

 

Research Methodology 

 

This research in terms of purpose is practical based on descriptive- survey and causal-based 

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 Medical Sciences. 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 conceptual 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 

Independent 

variable 

Statistical 

index 

Dependent 

variable 

Correlation 

coefficient 

(R2) 

Significance 

level 

(p) 

Number 

of 

samples 

(n) 

Test result 

Service 

entrepreneurship 

Interactive 

innovation 
78% 0/00 150 

Test 

significance 

Source: researcherôs calculations 
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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 variables is approved. 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 relationship between the two variables. Thus, 

it can be claimed that the examined independent variable has a significant relationship with 

the dependent variable. 

Analysis of the second hypothesis 

To examine the relationship between two variables of service entrepreneurship 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 entrepreneurship and supportive innovation 

Independent 

variable 

Statistical 

index 

Dependent 

variable 

Correlation 

coefficient 

(R2) 

 

Significance 

level 

(p) 

Number 

of 

samples 

(n) 

Test result 

Service 

entrepreneurship 

Supportive 

innovation 
96% 0/00 150 

Test 

significance 

Source: researcherôs calculations 

 

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 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 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 service entrepreneurship 

and supportive innovation. 

 

Analysis of the third hypothesis 

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 following results were given: 

 

Table 3. correlation coefficient of interactive innovation with sustainable competitive 

advantage 

Independent 

variable 

Statistical 

index 

Dependent 

variable 

Correlation 

coefficient 

(R2) 

 

Significance 

level 

(p) 

Number 

of 

samples 

(n) 

Test result 

Interactive 

innovation 

Sustainable 

competitive 

advantage 

99% 0/00 150 
Test 

significance 

Source: researcherôs calculations 

 

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 that the independent variable 

of this research justifies 99% of the dependent variable changes. Moreover, the correlation 
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coefficient is positive which portrays the direct 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 sustainable competitive advantage. 

 

Analysis of the fourth hypothesis 

Here, to investigate the relationship between 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 

Dependent 

variable 

Correlation 

coefficient 

(R2) 

 

Significance 

level 

(p) 

Number 

of 

samples 

(n) 

Test result 

Interactive 

innovation 

Sustainable 

competitive 

advantage 

89% 0/00 150 
Test 

significance 

Source: researcherôs calculations 

 

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 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 the direct 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 sustainable competitive 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) and (2). Modelôs general 

indices of fitness assessment, are demonstrated in table number (5), which 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 research model 

Indicator and standard of 

acceptance 

Indicator value in the 

desired pattern 
result 

1 ɢĮ/df Ò5 2 Pattern fit is appropriate. 

GFIÓ0/90 0/903 Pattern fit is appropriate. 

AGFIÓ0/8 0/845 Pattern fit is appropriate. 

RMRÒ0/05 0/029 Pattern fit is appropriate. 

NFIÓ0/90 0/935 Pattern fit is appropriate. 

CFIÓ0/90 0/951 Pattern fit is appropriate. 

RMSEAÒ0/05 0/004 
Pattern fit is mostly 

appropriate. 

TLIÓ0/90 0/933 Pattern fit is appropriate. 
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Hypotheses Test 

After the investigation and confirmation of 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 approximation equals 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. 

 
Fig. 1. path analysis and path coefficients of the model resulted from LISERL software 

based on subsidiary variables 

 
Fig. 2. path analysis and path coefficients of the model resulted from t-test LISERL software 

 

Table 6. fir indices according to the main components 

Overall fit indices Coefficient t-value Coefficients 

X2= 12/90 

Df=2 

p-valuel<.005 

RMSEA=.004 

Service 

entrepreneurship and 

interactive innovation 

6/71 79% 

 

Service 

entrepreneurship and 

interactive innovation 

18/70 96% 
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Interactive innovation 

and sustainable 

competitive advantage 

33/18 91% 

 

Supportive innovation 

and sustainable 

competitive advantage 

40/10 11% 

Source: researcherôs calculations 

 

Conclusion and Suggestions 

 

Today, entrepreneurship is one of tools of development because the existence of 

entrepreneurs provides an opportunity for success and development. 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 and retain 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 

organizations 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 consistent with entrepreneurship concepts which is less regarded. 

In todayôs evolving world, regarding the environmental unreliability, constant changes and 

various challenges, one of the effective methods for companiesô survival and their adaption to 

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, market orientation can be helpful 

way for performance improvement. Through a direct response to customersô requirements, 

market orientation may lead to innovation in the product and process which is a crucial 

dimension in entrepreneurial orientation. 

 

According to the 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 sustainable competitive 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, 

since the 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 by the company. 

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 which assure the 

organizationôs progress in short term of profitability and long term of survival and finally 

promote the sustainable competitive advantage regarding cultural conditions and dominant 

rules, will be examined. 

 

 



71 Faculty of Business Economics and Entrepreneurship International Review (2018 No. 1-2) 

© Filodiritto Editore ï Proceedings 

REFERENCES 

 

1. Ardakani, S, et al., (1388). ñEntrepreneurial creativity and behaviorò, the second 

national conference of creativity, Tehran. 

2. Baker, T. & Nelson, R. E. (2005). Creating something from nothing: Resource 

construction through entrepreneurial bricolage. Administrative Science Quarterly, 

50(3), 329-366 Bitner, M. J., & Brown, S. W. (2008). The service imperative. Bus 

Hor, 51(1), pp. 39-46. 

3. Baker, T. (2007). Resources in play: Bricolage in the Toy Store (y). journal of 

business venturing, 22, pp. 694-711. doi: 10.1016/j.jbusvent.2006.10.008. 

4. Casciaro, T. & Piskorski, M. J. (2005). Power imbalance, mutual dependence, and 

constraint absorption: A closer look at resource dependence theory. Administrative 

Science Quarterly, 50(2), pp. 167-199. 

5. Chegeni, H. (1388). ñEntrepreneurship and the effect of information technology on 

itò. Amirkabir magazine of entrepreneurs, 55, pp. 11-13. 

6. Hejazi, S; Hosseini Moghadam, S. (1393). ñthe impact of entrepreneurial orientation 
on the performance of banks through market mediationò, entrepreneurship 

development, pp. 221-229. 

7. Hipp, C. & Grupp, H. (2005). Innovation in the service sector: the demand for service-

specific innovation measurement concepts and typologies. Research Policy, 34(4), 

pp. 517-535. 

8. J Kigan et al., (1394). ñGlobal Marketing Managementò. Translator: Abdolhamid 

Ebrahimi, publication office of cultural studies. 

9. Lee J. S. & Hsieh C. J. (2010). A Research in Relating Entrepreneurship, Marketing 

Capability, Innovative Capability and Sustained Competitive Advantage. EABR & 

ETLC Conference Proceedings. 

10. Madhoushi, Mehrdad; Tayebi, Mohammad reza. (1391). ñthe effect of market 
orientation and entrepreneurial tendency on innovation in small and medium 

businessesò. Journal of commerce research. Number 65. Winter 1391, pp. 115-136.  

11. Movaghar, M; Mousavi Diva, M. (1393). ñInvestigating the role of service 

entrepreneurship and bricolage in sustainable competitive advantage: specification of 

the role of interactive and supportive innovationò. The second national conference of 

entrepreneurship and competitiveness. 

12. Naido, V. (2010). Firms survival through a crisis: the influence of market orientation, 

marketing innovation and business strategy. industrial marketing management, 39, 

pp. 1311-1320. 

13. Naiyeri, A; Dashti pour, M; Moradi, F. (1394). ñDetermining the role of market 

orientation role in promoting the level of organizational innovation in banking system 

(case study: Bank of Hekmat Iranianò. The first conference of management and 

entrepreneurship in conditions of resistance economics, pp. 46-52. 

14. OôCass, A. & Ngo, L. V. (2010). Examining the firmôs value creation process: A 

managerial perspective of the firmôs value offering strategy and performance. British 

Journal of Management no- o. 

15. Porter, M. E. (1985). Competitive advantage: Creating and sustaining superior 

performance. New York, NY: Free Press. 

16. Rahimian, M et al., (1388). ñIT, a base for entrepreneurshipò Magazine of work and 

society, 112, pp. 63-70. 

17. Rahman Seresht, H, Hashemi, K. (1378). ñThe process and strategy of innovation in 
Iranian construction companiesò. Management perspective. 



72 Faculty of Business Economics and Entrepreneurship International Review (2018 No. 1-2) 

© Filodiritto Editore ï Proceedings 

18. Sandeep Salunke. (2013). Competing through service innovation: The role of 

bricolage and entrepreneurship inproject-oriented firms, Journal of Business 

Research 66, pp. 1085-1097. Weerawardena, J., & OôCass, A. (2004). Exploring the 

characteristics of themarket-driven firms and antecedents to sustained competitive 

advantage. Industrial marketing management, 33, pp.419-428. 

 

Article history:  

Received 19 March 2018 

Accepted 10 May 2018 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 



73 Faculty of Business Economics and Entrepreneurship International Review (2018 No. 1-2) 

© Filodiritto Editore ï Proceedings 

ORIGINAL RESEARCH PAPERS 

 

Study and Evaluate the Effect of Marketing Mix on 

Export Performance (Case Study: Nestle Corporation 

in Qazvin Province) 

 
LOTFIFARD Shohreh13, BOROJERDI Peyman Nouri14 
 

 

 

Abstract 

 

As a success of enterprises within the national boundaries 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 it. 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 foundation accepted 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 survey-descriptive approach. 

Statistical population 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, one-sample t-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 
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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 still know game rule 

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. Customer-

orientation has taken attention of current age organizations because customer has become as 

selector due to the production surpassed demand. Survival and development of todayôs 

organization depends on their customer satisfaction. 

                                                      
13 Abhar Branch, Islamic Azad University, Zanjan, Iran 
14 Abhar Branch, Islamic Azad University, Zanjan, Iran 



74 Faculty of Business Economics and Entrepreneurship International Review (2018 No. 1-2) 

© Filodiritto Editore ï Proceedings 

Today, marketing is not based on production facilities but on the provision of customer 

satisfaction. 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 produce a maximum value 

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 behavior and export performance (Mehrani et 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 

there is the bombardment of ads, promotions, and weekly or even daily discounts and output 

quality of companiesô production line are experiencing extraordinary convergence, reveals the 

importance of export more than ever and introduces to focus and rethink its mechanisms as an 

undeniable necessity (Sha Yang, 2004). 

In recent years, regarding economical-political 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 become increasingly important and the development of non-oil exports 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 non-oil exports is in crisis mode in the country. Our 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 of our country have high potential to enter into 

global markets and they can obtain competitive advantage through appropriate global planning 

when compared with competitors (Mohammadian et al., 2013). 

Despite the importance of exports, national policies of countries about 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 governmentôs extensive 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 the unit cost 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 objective 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 for marketing 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 product with 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 prevent the 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 able to provide 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, and direct 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 matching product, inventories, transportation, logistics, etc. (Mc 

Carthy, 1960). 

 

Literature review  

 

Jafarizadeh et 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 variables included 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 export markets 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 export performance. Export dependency could adjust the 

effect of marketing capabilities on export performance. 

Tajedini et al., (2014) have been conducted a research entitled ñstudy the relationship 

between strategic inertia and export performance (case study: exporting enterprises in Tehran 

Province).ò 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 performance of enterprises. Other findings show that there is a significant 

relationship between adapting the components of marketing mix with enterprisesô strategies 

and export performance. According to the results, enterprises which there was a strategic 

compatibility between their main strategies and marketing strategies, would have more stable 

export performance. 
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Mohammadi Khoshno et al., (2009) have been conducted a research entitled ñstudy the 

effect of marketing mix on the enhancement of exporting Iranian hand-woven carpets 

according to market segmentation (artistic and commercial carpets).ò Results show that as a 

respondent view, four main components of marketing mix of Iranian hand-woven carpets 

affect on the enhancement of this good export in each artistic and commercial segment but the 

effect of three components (product, price, and promotion) is different in artistic and 

commercial segments. The effect of ñprice componentò in the commercial segment was more 

than in the artistic segment. Conversely, the effect of ñproduct and promotion componentsò in 

the artistic segment is more than in the commercial segment. Results of ranking indices in each 

above segment show that as a respondent view, the effect of indices (including tissue health, 

lint gender-based pricing, row meter of the carpet, method of personal selling, direct 

marketing, and supply through more penetration into the current hand-woven 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 market) on the enhancement 

of export is more than other indices in the commercial segment. 

Haghighi et al., (2008) in the research entitled ñidentify the determinant factors of export 

performance in foodstuffsò have been studied ten factors including size of company, 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 development and 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 structural equation modeling. Hypotheses of the 

research confirmed the significant relationship between ten factors and export performance in 

theses companies. 

Mohammadian et al., (2013) have been conducted a research entitled ñstudy the effect of 

market-oriented export and competitive advantage on export performance (case study: Iranian 

top exporters in 2011).ò In the research, the potential effect of market-oriented exporters and 

competitive advantage on export performance has been studied. Population included Iranian 

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 market-oriented export affects on export performance and competitive 

advantage. Moreover, competitive advantage, which is also a mediator variable between 

market-oriented export and export performance in the conceptual framework of the research, 

has a positive effect on export performance. 

Shekarchizadeh and Sadat Qoreishi (2012) 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 with 95% confidence 

level. It means that as a customer 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. 

Yousefi et al., (2014) have been conducted a research entitled ñstudy the effect of product 

component of marketing mix on increasing the sale of Koohrang Mineral Water Co. in Shar-e 

kord.ò It has been demonstrated that diversity, quality, design, features, brand, size, and 

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. 
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Yousefpour (2014) have been conducted a research entitled ñevaluate the effective 

marketing mix on customer buying decision (case study: probiotic cheese of Pegah Milk Co. 

in East Azerbaijan Province).ò The results showed that marketing mix following by 

distribution has higher priority than other aspects as customer view. 

Geravand et al., (2010) have been conducted a research entitled ñthe effect of marketing 

mix on customer buying decision and satisfaction in Production Cooperative Companies of 

Kuhdasht County.ò They concluded that customer satisfaction 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 entitled ñstudy the effective components 

of marketing mix to attract customer into bodybuilding gym in Isfahan City.ò They concluded 

that as studied people view, four components such as employees, place, product, and facilities 

had the most effect on attracting customer and 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 male point 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 conducted a research entitled ñthe effect of marketing 

mix and customer perception on brand loyaltyò. They concluded that components such as 

price, visual memory, distribution, and promotion have a significant effect on brand loyalty. 

Poh Ailing (2006) have been conducted 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 entitled ñmarketing mix and brand: competitive strategy 

of hypermarketò 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, communicating with 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 programs affect on 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 Doaee & Hosseini (2008). 
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Fig. 1. The conceptual framework of the research 

Source: Doaee & Hosseini (2008) 

 

Methodology 

 

Type of research is applied research in terms of objective, descriptive-survey 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 questionnaire. 

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 study this subject 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 submitted to the customers. In addition, it has been 

used the Cronbachôs Alpha to measure reliability of the questionnaire. Questionnaire is of high 

reliability because the amount of Cronbachôs Alpha of all variable is more than 0.7. statistical 

population of the 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 non-parametric test for testing hypotheses. As a 
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of product 

Price of product 

Promotion programs 
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result, it has been used Kolmogorov-Smirnov test to evaluate the result of data distribution for 

each variable. 

 

Table 1. The results of Kolmogorov-Smirnov test 

 
Product Price Promotion Place 

Export 

performance 

Number 82 82 82 82 82 

Kolmogorov-

Smirnov 
1.296 1.350 0.861 1.083 0.987 

Significance level 0.070 0.052 0.449 0.191 0.285 

 

As shown in table.1, the significance level of Kolmogorov-Smirnov test is more than 0.05 

so data can be considered normal. Therefore, the null hypothesis based on the normality of 

data distribution is confirmed. It can use parametric tests for testing hypotheses in spss16 

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 used one-sample t-test with test 

value=3 and 95% confidence level (5% error) in order to explain and interpret variables of the 

research. In the test, if the value is greater than 5%, studied variable will have significant 

difference with P-value (=3) of the test so studied variable is not existed in population at the 

average level. If the value is less than 5%, studied variable will not have significant difference 

with P-value (=3) of the test so studied variable is existed in population at the average level. 

 

Table 2. The results of one sample t-test for variables and indices 

Factor 

P-value 

(Sig. 

tailed) 

Mean T 
Standard 

deviation 
Minimum  Maximum 

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 

performance 
0.000 3.985 83.801 0.430 3.890 4.080 

 

According to table.2, following results have been obtained: 
¶ 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.  

¶ According to the 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.  

¶ According to the respondent, the promotion variable was significant (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.  

¶ 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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¶ According to the respondent, the export 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 normality of data distribution, it has been used linear regression to test 

hypotheses. 

 

Table 3. The results of fitness of regression model for hypotheses of the research 

Hypothesis Regression model 
Square 

sum 
df. F Sig. 

Durbin 

Watson 

Main 
The effect of marketing mix 

on export performance 
13.065 80 11.985 0.001 2.223 

1st 

The effect of product quality 

& diversity on export 

performance 

12.842 80 13.580 0.000 2.295 

2nd 
The effect of product price 

on export performance 
14.126 80 5.075 0.000 2.347 

3rd 

The effect of promotion 

programs on export 

performance 

13.947 80 6.170 0.000 2.214 

4th 
The effect of product place 

on export performance 
13.412 80 9.604 0.000 2.372 

 

As shown in tabl.3, the significance level is less than 0.05 for all hypotheses so fitness 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 

Hypothesis Regression model R2 
Beta 

coefficient 
Sig. Result  

Main 
The effect of marketing mix 

on export performance 
0.13 0.361 0.001 Confirmed 

1st 

The effect of product quality 

& diversity on export 

performance 

0.15 0.381 0.000 Confirmed 

2nd 
The effect of product price on 

export performance 
0.06 0.244 0.000 Confirmed 

3rd 

The effect of promotion 

programs on export 

performance 

0.07 0.268 0.000 Confirmed 

4th 
The effect of product place on 

export performance 
0.11 0.327 0.000 Confirmed 

 

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

Thus, null hypothesis (H0) 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 price, promotion 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 place can predict and explain 13%, 15%, 6%, 7%, and 11% variance of 

export performance, respectively. 

 

Conclusion and Recommendation 

 

The objective of the research was to study the effect of marketing mix on export 

performance of Nestle Company. The results of research 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 confirmed. It 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 to the external market demand. The effect is particularly obvious in supplying the 

same or different ñproductò to the target market. Selecting a part of marketing mix, which 

differentiation gives the product more competition ability in the foreign market, will become 

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, or brand of the product 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 affects on 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 (promotion programs 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 in the target 

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), 

haghighi et al., (2008), Shekarchizadeh & Sadat Ghoreishi (2012), Yousefiporu et al., (2014), 

and Raj (2012) researches. 
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Abstract 

 

The objective of the paper is to analyze from semiotic standpoint financial ads and other 

marketing communications, based on fear appeals, during an economic crisis. 

A matrix which combines content and formal (sign) elements, forms the semiotic 

perspectives on which the article draws the conclusions. The content (pragmatic) elements 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 communications 

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. 

The main paperôs contribution to the existing semiotic literature is that any semiotic notion 

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 this article 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, this article aims at an analysis of: 

¶ ad appeals; 

¶ psychological schools and the system of ad appeals; 

¶ ñThe Maslow Pyramidò and marketing communications; 

¶ fear appeals in normal situations; 

¶ fear appeals during a crisis situation; 

¶ appeals of destruction and (cruel) death. 

 

Value of Article for Readers 

 

This article can be of some help for specialists in the 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 

campaigns is that of 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 and the theory of 

archetypes, are analysed in this article. 

The second reason is that the financial crisis seems to be permanent. In an article of the 

newspaper ñDie Weltò of 21 November, 2017, its authors, Holger Zschªpitz and Anja Ettel, 

interviewed 18 Nobel laureates in economics about the prospects of a new financial crisis. 

According to these scientists, yet another crisis is quite possible. This is the opinion of 

Bengt Holmström, who received the Nobel Prize in 2016; of Edward Prescott, Nobel Prize 

laureate for 2004; of Eric Maskin-Nobel laureate for 2007; of Daniel McFadden ï 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 the future, to make use of fear appeals. 

 

Acknowledgement to Admen whose Ads are used in the Article 

 

Some of the worldôs best ads and other marketing communications are used in this article. 

They are excellent examples of the high communicative abilities and creativity of their 

innovative authors. The ads are from the site: http://adsoftheworld.com/ which is one of the 

leading international online mediums in advertising. The site is also very useful for specialists 

who work in the field of advertising and other marketing communications. 

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

here, as well as to the specialists who set up and maintain so well the ñads of the worldò site. 

 

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; semiotics ï iconic metaphors, intertextuality, semantic 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 insurances, and therefore they are the object 

of many research studies. One 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 impacts on the acquisition and processing 

of ads, ad influence on consumersô memory in the formation of attitudes towards the advertised 

products; persuasion and attitude change; and, last but not least, how consumer psychology 

and ad appeals control buying behaviour. (Fennis and Stroebe, 2015) 

The subconscious (archetype appeals) and the psychology of emotional influence in 

advertising are studied in Robert Heathôs book. He provides an in-depth analysis of such 

important topics as attention memory; emotion and consciousness; the subconscious and 

communication; emotions and attention, the Subconscious Seduction Model (SSM), etc. 

(Heath, 2015) 

The ñHandbook of Consumer Psychologyò is one of the most important scientific research 

studies on consumer psychology and ad 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. (Haugtvedt et 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 cross-cultural 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 ï ecological, psychology of consumers, 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-

Ibáñez, 2010). This article confirms the fact that nature is also 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 many scholars turn to in 

order to explain consumer behaviour. One of Freudôs most 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 articles analyse the subconscious from the point-of-view of 

advertising and marketing. The basic idea is that advertising uses the postulate of the 

subconscious to give the consumers exactly what they want. 

Advertising is very successful in this respect. (Haineault and Roy, 1993) Forestôs study is 

based on the hypothesis that ñads are structured like dreamsò. 

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 desire in 

advertising discourse are the topics of another scientific article. Here the author focuses on the 

dialectical implications of the spectator/consumerôs psychic drives in visual ad semiotics. 

(Oswald, 2010) 
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Abraham Maslow and Advertising 

Fear appeals must also be examined from the point-of-view of Maslowôs ñpyramid of 

needsò. The most important reason for this is that fear appeals constitute the second level in 

this model, which has proved to be so valuable for psychology and marketing. Maslowôs 

hierarchy 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 

importance of Maslowôs model for human civilization, but also the need to modify it, because 

of the significant differences between cultures ï Arabic and Chinese culture, for example. The 

reason for this is that the ñpyramid modelò was created on the basis of Western culture values. 

For example, the upper pyramidôs levels for some Asian cultures are ñstatusò, ñadmirationò 

and ñbelongingò. The same levels of needs in some Arabic cultures, however, are ñrespectò, 

ñsocial needsò and ñself-improvementò. (Rakowski, 2008) 

Other research studies arrive at similar conclusions. (Mueller, 2011) Individualistic 

western cultures differ to a large degree from collectivistic-oriented eastern cultures (De 

Mooij, 2014). Even in relatively close cultures phenomena, connected with fear appeals, can 

vary to some extent. In one article Maslowôs motivation 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 book about corporate 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 to the four main parts of marketing-commodity, 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 appeals are more 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 generally 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 Shaker conclude that 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 

correct from 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 used ï such as humour, postmodern irony, good behaviour, 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 in ads are efficient when they succeed in 

attracting the consumersô attention. Such ads do not impress young men, however when admen 

showed physical harm to them ï injuries, etc. (Lewis, Watson, Tay and White, 2007) 

 

Financial Crisis 

Oldani, Kirton and Savona analyse financial 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 

reforming the failing financial system. (Oldani, Kirton and Savona (Eds.), 2013) The present 

global financial crisis and its economic and other consequences are examined in another book, 
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which asserts that the collapse of banks is proof of the systemic crisis of the capitalist system. 

(Fadda and Tridico (Eds.), 2013) 

The regulatory mechanisms (Basel Accords) in relation to capital adequacy of banks are 

the topics of Friedmanôs and Krausô study. According to them, these mechanisms are the 

immediate cause of the 2007-2008 financial crisis. (Friedman and Kraus, 2011) Ciroôs study 

examines different aspects of the catastrophic international financial crisis that occurred 

between 2007 and 2008. (Ciro, 2013) 

 

Semiotics ï Iconic Metaphors, Intertextuality, Semantic Field, etc. 

One of the basic semantic concepts with regard to advertising creativity is metaphor. 

George Lakoffôs and Mark Johnsonôs book ñMetaphors we Live byò is one of the most 

important studies on this topic. (Lakoff and Johnson, 1980). 

Evripides Zantides examines visual metaphors in advertising with regard to intertextual 

semiosis and advertising. One of the most important conclusions the author arrives at is about 

the visual metaphors and how they are used to attract the viewersô attention as well as to 

enhance the adsô persuasive values. 

Intertexuality is applied quite regularly in ads, and admen get their ideas from paintings, 

films, novels, etc. (Zantides, 2016) 

Quite important in this respect is also an article in which verbo-visual rhetorical figures 

(metaphors, 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 iconic and mixed 

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 

questions 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 centre of Allenôs study. He explores different 

theories ï structuralism, post-structuralism, deconstruction, post colonialism, Marxism, 

feminism, etc. He also quotes the views of some of the world-wide most renowned linguists 

and semioticians, e. g. Saussure, Bakhtin, 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 ontology; autobiography 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 book ñTheories and Practicesò. (Worton and Still (Eds.), 1991) 

 

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 manipulative 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 Douglas Allen. 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) 
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The best book on mythological theory is ñThe Poetics of Mythò by Eleazar Meletinsky. He 

analyses the general 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 Meletinskyôs book to be very important because it examines in detail eschatological 

myths (the myths of the last days.) These myths are activated in times of human crises ï wars, 

natural disasters, etc. and also financial crises. (Meletinsky, 2014) 

 

Main Text 

 

Ad Appeals 

Ad appeal (from Engl. ï ñto attractò) is the psychological motif (drive) that ñpullsò the 

customers to the advertised product/service. 

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

¶ One of the best approaches is based on structuralism ï i.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 physiological needs/appeals on superior psychological values (self-

improvement, sacrifice, etc.); 

¶ appeals of power (might)/appeals of obedience; 

¶ appeals in the continuum of serious attitude ï humorist interpretations, and so on. 

 

Psychological Schools and the System of Ad 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 very well 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. 

In this respect, psychoanalysis is very close to Kafkaôs, Dostoevskyôs and Joyceôs novels. 

This way we can understand well some part of post-modern trends in advertising that have 

evolved over the past thirty years. Pessimistic appeals, lack of belief in human progress, 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 myths ï those about the 

destruction, death and extermination of mankind. World and global advertising campaigns e.g. 

by Smirnoff Vodka; Diesel jeans, Benetton clothes and others show evil and destruction ï even 

at times of economic prosperity. 

In one of Smirnoffôs ads stone heads swallow innocent pigeons (Fig. 1) and sinister 

surgeon-cannibals, instead of operating, are prepared to feast with their patients (Fig. 2). 
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Fig. 1. Courtesy 

 

 
Fig. 2. Courtesy 

 

Diesel ads are created in a more humorous but no less sinister way. A sadistic dentist is 

terrifying a little girl by torturing her with fearsome metal instruments (Figure 3). 

 



90 Faculty of Business Economics and Entrepreneurship International Review (2018 No. 1-2) 

© Filodiritto Editore ï Proceedings 

 
Fig. 3. Courtesy 

 

In another ad beautiful Circe has transformed Ulyssesô sailors into pigs. The happy pig-

sailors will soon start to devour one of their baked comrades. (Figure 4). 

 

 
Fig. 4. Courtesy 

 

There is not the slightest sign of humour appeals in Benettonôs ads, which is typical of the 

ads of the other two companies. One Benetton ads shows the blood-stained clothes of a killed 

soldier (Fig. 5), another ï a human bone in close-up image. (Fig. 6) 


