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ABSTRACT 

The organization usually carries out advertising activity and incurs large expenses in order to reach a specific product, 

the effects of which will be reflected sooner or later on the acceptance of the product in the market and increase its sales; 

Accordingly, this paper aimed to identify the economic effects of the declaration and its relationship to the budget of the 

state's economic system. 

Advertising plays an important economic role as it is considered a driving force and a mediator between 

production and consumption. With reference to the functions of advertising, we find that one of its most important 

functions is that it is a central activity in the institution and the engine of markets. Advertising introduces people to new 

goods and services, and helps them in forming a buying decision, which leads to stimulating consumer behavior among 

the masses and thus increasing sales. This is something that has been confirmed by many studies and research in 

advertising management that the rise in advertising spending in relation to the domestic product in a country is directly 

proportional to the percentage of per capita consumption in that country, and this confirms that advertising plays a key 

role in the global economy. 
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INTRODUCTION 

We must be well aware of an important fact, which is that the economic system of the state affects the various 

institutions and agencies that operate within the framework of this structure, and since advertising campaigns do not 

work in isolation from the influence imposed on them by the prevailing economic conditions in society, the 

economics of these campaigns are determined according to the features of the system The economic and its 

characteristics, which in turn is reflected on the advertising service and its features in each of these systems. 

Although the economy is not the only determinant of communicative behavior, which makes it affect the 

various media functions - the control that is exercised towards material resources and their distribution is the 

strongest of the engines working in the field of cultural production, but this control is not exercised in a direct way. 

About that the economic state of the means of communication and their bodies, may not necessarily have an impact 

on their outputs, but this ultimately means that advertising outputs and their economies are linked to economic 

conditions in one way or another. 

The economic system in society exerts its influence on advertising in terms of its various limits, objectives 

and functions through a set of factors, the most important of which are determined by: the level of individual 

income, the volume of demand, the permissible limits of competition in the field of production and distribution, 

pricing policy, the size of the obstacles that encounter new goods and products., or those that encounter supply 
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shifts when old goods disappear and new ones appear in their place. And finally, the volume of trade exchanges allowed 

for different goods and products.[1] 

In capitalist countries - where the level of per capita income rises - the field becomes wider for the exchange of 

goods and services and competition activates, which makes advertising a decisive element in the purchasing decision. In 

addition, there is no strict control over pricing policies, but leaves the supply and demand processes to determine these 

policies, and these processes are affected Greatly affected by advertising and its effectiveness, with mass consumption - 

which is activated by advertising - the cost decreases and it becomes possible to reduce the price and thus monopolize the 

markets, and the capitalist system does not set large limits on exchanges or transformations from one commodity to 

another. 

As for the socialist countries - where national planning sets limits on the volume of goods and services and 

defines alternatives and imposes strict control on prices and rejects monopolistic competition - advertising becomes a tool 

used to serve national issues, so it does not enjoy absolute freedom, nor is it used as a tool for competition and monopoly, 

but rather it is considered artistic. A tool for political promotion. 

As for advertising in directed economic systems, it does not receive the same importance as one of the elements of 

the marketing mix, as its role is limited to guidance and education, and the competitive role is less important for it. 

Thus, the general principles that govern each of the economic systems in force in the community, affect the 

advertising activity, so that its capabilities are voluntary according to the requirements of each system, and these principles 

are what determine the goals and functions entrusted to the advertisement to achieve, as well as the controls that govern 

it.[2] 

LITERATURE REVIEW 

Advertising and the Economic Systems of Countries 

First: Advertising in the Capitalist or Liberal Economy 

Advertising in this system - and its model is the United States of America - is the strongest expression of commercial 

competition in accordance with the logic that follows this system, which is due to stability in the economic field to the 

amount of freedom granted to individuals to act according to their own interests on the Considering that the public interest 

is nothing but the sum of all private interests combined. 

This system uses advertising as a weapon that each product relies on in attacking the other product, which 

ultimately supports the monopolistic conditions of the major productive institutions, because the initiatives that determine 

what should be produced do not always express the real needs of the consumer. Thus, comparative advertisements are an 

essential pillar of advertisements in this system, as they account for (25%) of the total advertisements presented in 

advertising media in the United States of America. The media, through advertising, plays an important role in raising the 

level of consumption and encouraging diversified production to help provide appropriate prices, while achieving a large 

amount of profit for the producer to encourage the movement of production and find a balance between production and 

consumption. 

Second: Advertising in the Socialist Economy 

The advertisement in this aims to support development trends and processes to encourage national production and combat 
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waste and consumerism, while directing this consumption towards goods and products included in the national planning.[3] 

Advertising in the socialist system is one of the necessities of economic development and an integral part of the 

marketing function carried out by the state to dispose of its products at home and abroad, in a way that leads to a balance 

between rapid and increasing production under conditions of rapid development and the possibility of marketing and 

discharging these products in the internal and external markets. And trying to control the new variables that occur in these 

markets to avoid the crises of stockpiling., and therefore advertising takes the form of advertising or reporting, where 

advertising activity depends on mass advertising on the one hand and economic advertising on the other. 

By economic propaganda, we mean that it serves the needs and interests of the social and economic construction 

of the socialist society. There is a close relationship between it and the economic reality of the socialist and developing 

countries, as both are trying to develop the other within the parameters of the state's economic and political planning, and 

political and economic events constitute the objective reality of the economic propaganda framework. As for its means, it 

is represented in the communication channels that include advertising and mass media, as well as private channels such as: 

banners and slogans. Where the sources of this economic propaganda are identified in:[4] 

 The state's economic policy based on the national development plans. 

 The economic system existing in the country. 

 The economic relations that exist between the state and other states. 

As for its Objectives, they are 

 Arranging the relations in the market between the producer and the consumer in agreement with the economic 

institutions. 

 Seeing the reality of the global market that the country deals with to know the available goods and the prevailing 

prices to create outlets for export. 

 Work on serving development plans by raising the cultural, social and health level 

However, this economic propaganda of this system is the basis of the advertising activity in the broadcasting 

institutions of the socialist countries. As for foreign advertisements in this system, they are not allowed except under 

specific controls or conditions that require the following:[5] 

 The foreign good or service should not have any local alternative. 

 To be subject to strict prior control. 

 It should be informative. 

Thus, Advertisers under the Socialist System are Divided into Three Categories 

 The general level: The advertiser becomes the state and public bodies, for advertisements that serve internal or 

external media purposes, as well as advertisements that contribute to solving social and economic problems. 

 Specialized level: The advertiser is the specialized quality institutions that aim to introduce the economic units 

producing or performing services 
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 The private sector: It is allowed to enter the field of advertising provided that its advertisements agree and the 

general boundaries that have been drawn, so that its activities become complementary to the activity of the sector 

competing with it, even if there is internal competition between public private sector advertisers and not 

themselves Although all countries adopting the socialist system agreed to limit them to these general principles 

that govern the advertising function, there is some difference that appears at the applied level, according to the 

nature and size of the permitted economic competition.[6] 

Third: Advertising in the Directed Economy 

This system is located in the middle between the liberal capitalist system and the socialist system. Rather, it is considered 

an extension of the latter system with its greater flexibility and freedom, which affects the nature of advertising regulation 

under this system. The importance of advertisements in the directed system has emerged after a long opposition that 

reached the point of opposing development on the basis of spreading heavy industries, which is the trend of the renewed 

current campaign represented in the school of dependency, which indicated the need for development based on the 

dissemination of light industries, which requires starting with agriculture and some Light industries based on agricultural 

products with the possibility of achieving a surplus for export, leading to heavy industries, and here the advertisement 

plays its role in the development and dissemination of local industries while finding outlets and foreign markets for 

exported products.[7] 

Thus, advertising began to take its role in the system, and it became natural to rely on it in a system that seeks to 

increase consumption, which requires giving the consumer the opportunity to choose. In this context, the state only 

intervenes to regulate some branches of economic activity. Therefore, advertising remains free within the directions issued 

by the state within the framework of the national plan. Thus, it determines the controls and broad lines on which 

advertising activities are going and the approach by which products and services must be presented to consumers.[8] 

According to this system, the production activity is based on three sectors according to the subordination of the 

production activity and the party responsible for it. These sectors are defined in the state and local cooperatives; Finally,  

the private sector. Accordingly, advertising is managed within the three sectors of production in different ways: 

1. In the Nationalized Sector 

It includes all sources of power such as coal, electricity, fuel, mineral extraction industries, banks, by means of 

transportation and insurance companies. Advertisements for these industries are automatically entrusted to a state 

administration 

2. In the Monitored Sector 

It includes the establishments that fall under the control of the state, such as the construction, clothing and food industries, 

and they are establishments for which the state gives opportunities to make profits - and these establishments have the right 

to advertise their products provided that the state monitors these advertisements before and after they are published or 

broadcast. On the content and the form in which the advertisements are presented. 

3. In the Free Sector 

It includes luxury goods and new facilities or industries that, by their nature, expose some risks to direct them to special 

categories of the masses, and thus the possibility of making a profit is a legitimate compensation for these risks, which 
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makes their advertisement enjoy complete freedom and is not subject to state control 

Thus, it becomes clear that the characteristics and objectives of advertising differ according to the economic 

system in which it operates. This difference imposes on advertising functions, goals, and special features that express the 

extent of its interaction with the economic system and its various trends. 

Advertising Budget and Advertising Campaigns 

First: Defining the Advertising Budget 

We find that the advertising budget is very important, as it has a direct relationship to the success of the advertising 

campaign, the delivery of the message, and the role required of the advertisement. 

Determining the advertising budget is one of the important decisions facing the project management in its 

planning of the promotional activity, and it may be easy for the project management to determine the budget of the factory 

or machinery to be purchased, but it is difficult for it to determine the budget and quantity of advertising expenditure. 

Determining the advertising budget requires a lot of thinking on the part of the administration and the advertising director, 

as it is based on ((what happens to the selling costs when the advertisement gives a greater or smaller share of the normal 

work)). 

The budget is usually used to denote the allocations, but in the scientific sense, the budget is meant: a proposed 

detailed distribution prepared in advance of the advertising allocations according to the various means of advertising 

publication; Thus, the cost of advertising varies from one medium to another through (repetition size) in newspapers, radio, 

television, stores, large billboards, cinema advertisements and direct mail.[9] 

Second: Factors that must be taken into Account when Determining the Advertising Budget 

There are many factors that the organization should take into account when determining the advertising budget, and the 

most prominent of these factors are the following:[10] 

 The stage the product passes through in its life cycle (how recent the commodity is in the market). 

 The nature of the product (the quality of the commodity). 

 The marketing policy pursued by the institution. 

 Advertising expenditures of competitors and the quality of competition. 

 The geographical scope of the facility's activity. 

 Estimated funds available for promotion. 

 Consumer size or market share. 

 General economic conditions. 

 Research results with regard to viewing advertising in various media and others. 

 Commodity risks and substitution, which is often a relationship between the risks of the commodity for the 

consumer and the type and method of advertising to be used. 
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However, there are Some Practical Difficulties Facing the Process of Determining Advertising Allocations, which 

are: 

 Marketing expenditures overlap and multiply so that it is difficult to separate the advertising part from the rest of 

the marketing activities. 

 The advertising is criticized as a kind of waste and waste of resources. Therefore, we find that determining the 

allocations often finds opposition on the part of the departments in the facility. 

Third: The Main Approaches to Determining the Advertising Budget 

There are Two Main Inputs in Determining Advertising Allocations 

 The economic approach: which makes the economic variables the ruling variables in determining the provisions, 

and measures the required provisions to the extent that they are equal with the net profit that results from the 

increase in sales over their current rate. This approach overlooks a set of multiple variables that affect advertising. 

 The administrative approach: It avoids the defects of the economic approach. Determining the allocations is 

subject to a group of multiple considerations in the form of a list of questions, the answers to which lead to 

identifying all the variables affecting the determination of the allocations, including what is the nature of the 

appropriate advertising program and its cost? 

The following set of variables must be taken into consideration in making the decision to determine advertising 

allocations: 

 The seriousness of the advertised commodity or service and its recentness in the market. 

 The company's marketing policy. 

 The quality of the advertised goods or services, in terms of: diversification and formation policies, the possibility 

of distinguishing the commodity. 

 Importance of retail stores. 

 The geographical scope of the market and the activity of the establishment. 

 The nature of the competition. 

Fourth: Methods of Determining Advertising Budget 

There is no one way to determine the advertising budget, there are several ways to determine the advertising allocations, 

and these methods vary depending on the quality of the objectives to be achieved as well as the availability of information 

that helps determine the required allocations more accurately, and in practice it is relied on more than one method and by 

taking several criteria. in consideration. 

There are several ways to determine advertising allocations, including what is traditional and common, including 

modern methods based on advanced scientific methods, and each method has advantages and disadvantages. The following 

figure shows the methods for determining ad campaign allocations.[11] 
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Methods for Determining the Budget for Advertising Allocations 

 
 

In addition to the previous qualitative methods shown in the above figure, there are a number of quantitative 

methods that can be used to determine advertising allocations. The advance of electronic computers has led to more use of 

quantitative methods in estimating advertising allocations. Therefore, it is necessary to follow an accurate scientific method 

in determining the provisions due to the link between this and the volume of sales, and therefore the need to determine the 

provisions that expect the highest expected sales number to occur when spent, and thus this number decreases by 

decreasing it and does not increase significantly in the event of an increase. This can be represented by the following 

graphic:[12] 

 
 

Expenditure represented in (AC) of the required spending, while spending represented in (SM), represents the 

minimum and maximum marginal ad allocations, and spending after AD represents an unnecessary increase in advertising 

spending. 

That is, if a certain number is reached in the advertising expenditure, sales begin to increase clearly until a certain 

number after which the line of increase in sales returns to the usual rate. 

 



8                                                                                                                                              Dr. Maha Mustafa Omer Abdalaziz 

 

Impact Factor (JCC): 4.8752                                                                                                                                           NAAS Rating: 2.52 

Economic Effects of Advertising 

Advertising contributes to reviving the growth movement in economic life through its effects that can be summarized 

in:[13] 

 The effect of advertising on demand: Advertising is considered an influencing factor in demand like other 

elements of the marketing mix. The degree of advertising’s impact on demand varies with different products and 

with different advertisements themselves, and there is no confirmation that the amount of spending a particular 

advertisement will result in a certain increase in demand for a particular product. Hence the sales of that product. 

In general, advertising helps to increase the demand for the products of many institutions, but its success in 

achieving this depends on the conditions in which the institution operates. 

 The impact of advertising on production costs: Advertising helps to increase the volume of production as a 

result of its impact on demand, which leads to a reduction in production costs, especially if fixed costs are the 

largest proportion of the total costs of production. Market conditions may dictate production in small quantities in 

some industries and thus advertising cannot reduce the unit cost of production. 

 The impact of advertising on price competition: Advertising helps reduce price competition, but does not 

eliminate it or prevent it, because advertising, like other non-price elements such as the efforts of the producer, 

distributor, personal selling, or sales promotion, reduces the sensitivity of demand to price, but Its ability to 

achieve this depends largely on the nature of the product itself. 

 The impact of advertising on the quality of products: advertising seeks to distinguish the product from other 

competing products, which requires a specific thing to be focused on in creating this distinction, and this has led 

to the institutions’ constant endeavor to develop and improve their products and raise the quality of these 

products. Thus, advertising leads to an increase in the types of products offered in the market; This is because the 

increase in demand resulting from advertising leads to encouraging competition, which leads to an increase in the 

offered items to achieve saturation for consumers who have different tastes and desires, which requires different 

products offered to match their needs and desires. 

 The impact of advertising on the business cycle: Advertising can influence the business cycle if institutions use 

it well. The recession situation can be mitigated and overcome by using advertising in this period to encourage 

consumers to spend instead of saving, and to introduce new goods to the market to reduce the downward trend in 

demand In this period, advertising thus helps to revitalize the business cycle by increasing advertising activity in 

periods of boom and decreasing it in periods of depression. 

 The impact of advertising on the distribution of resources and job opportunities: Advertising helps in the 

good distribution of resources and increase job opportunities based on increased demand and production and 

increase available job opportunities. In addition to increasing investments in new products, advertising helps to 

familiarize individuals with them and urge them to use them, which leads to increased job opportunities, increased 

national income and the welfare of society as a whole. 

 The impact of advertising on the consumer’s freedom of choice: Advertising helps increase the consumer’s 

freedom to choose goods by following a policy of distinguishing products that satisfy the consumer’s desires, who 
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usually accept items that agree with him and reject other items, and this, of course, increases competition in 

distinguishing goods that It results in the improvement of goods in the long run. 

 The impact of advertising on investment and national income: Advertising plays an important role, although it 

is difficult to measure it specifically, in preparing the minds for a high standard of living. It also helps to revitalize 

the needs of society, unless yesterday’s luxuries became the necessities of today, and this led to the existence of 

continuous innovations and improvements in our economic society. Which resulted in an increase in the 

propensity to invest and, consequently, an increase in the national income. In addition, advertising helps producers 

to achieve desired profits, urging them to increase investment, which results in an increase in employment, 

individual income and national income. 

CONCLUSIONS 

In general, advertising is considered economically important and necessary for the economic community to constantly 

progress and develop, and it has economic benefits that cannot be ignored no matter what criticism is directed at it. 

Therefore, the best way is the way advertisements take the factors affecting in determining the advertising budget 

that we talked about, such as the degree of novelty of the commodity, the objectives of the advertiser, the conditions of 

competition, etc. For this reason, the process of determining advertising budgets should not be governed by fixed assets or 

rules. 

Accordingly, it can be said on the aforementioned that advertising helps increase sales and thus increase the 

income of productive establishments. This leads to support for employment due to the expansion of these facilities as well 

as their contribution to increasing national income. 
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