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Dr.oec., Evgenii Sergeev
Dr.oec., Assistant Professor Aina Chaplinska

METHODOLOGY FOR DETERMINING THE NORMS
OF FINANCIAL RATIOS
In the system of geographical regions of the European Union Latvia is not divided into separate parts, but rather
represented as the uniform region, the country of the size of a region. The present research the goals of which are
the solution of an urgent problem of determination of norms of financial ratios and their calculation for Latvia, is
intended to promote the development of this region so that Latvia could take the worthy place among the
countries of the European Union. This methodology is suitable also for other countries and regions. The
objectives of the research: the development of the classification of norms of financial ratios and the analysis of
methods for their determination, the development of the algorithm for the determination of normative sector
value of financial ratio, the calculation of norms of financial ratios for Latvia, the identification of problems and
the development of offers for their solution. The defined normative sector values correspond to the requirements
of the traditional normative value being the guarantee of business safety, and take into account the peculiarities
of Latvia’s economic sectors. Their task is to help the management in finance administration, as well as to all
users of financial reporting – to satisfy their economic interests.
Key words: norm, ratio, region, sector, value.
JEL code: G32

Introduction
At present Latvia, having entered the European Union in 2004, among 28 European
Union countries, has in it only 0,4% of the population and 1,5% of the territory. Therefore in
the system of geographical regions of the European Union Latvia is not divided into separate
parts, it is represented as a uniform region, the country of the size of the region (Космачев
2006, с. 10). Nowadays Latvia seeks to reach a worthy place in the development of economy
among the European Union countries. Therefore the solution of the issues considered in this
paper is designed to promote the development of the economy of Latvia and other countries
and regions.
The research aim consists in developing the methodology for the determination of
norms of financial ratios. This paper is devoted to the solution of the following topical tasks:
the development of the classification of norms of financial ratios and the analysis of the
methods for their determination, the development of the algorithm for the determination of
normative sector value of financial ratio, the calculation of norms of financial ratios for
Latvia, the identification of problems and the development of offers for their solution.
Practically all these problems are insufficiently studied and solved in modern economic
science. Therefore their theoretical and practical solution is proposed.
Theoretical discussion
There is an on-going discussion among scientists regarding the methodology of the
determination of norms of financial ratios. In some countries, there exist certain legislation
norms. Normative values are also suggested by experts. In its turn, some scientists offer to
define the sectors’ norms by the model enterprises. The others propose defining the internal
normative values of the enterprise. Besides, there is another group of scientists who suggest
using the normative values as the sectors’ average values.
It is noteworthy that in modern economical literature there is no single united
classification of norms of financial ratios. And therefore it is expedient to summarize the
results of the theoretical discussion described above in the form of the classification
5

developed by the authors of this paper. According to the authors who have analysed previous
researches, the norms of financial ratios must be divided into definite (Суденкова 2012,
с. 35), own (Кольцова 2011, c. 30) and sector (Januška 2002, 39. lpp.) norms; definite norms
in their turn are divided into legislative and expert norms, own norms – into usual and aim
norms, sector norms – into average (Van Horne, Vachowicz 2003, p. 190; Галушка,
Антоненко 2009, с. 207) and model (Bodie, Merton 2000, p. 131; Федорович 2008, с. 30)
norms.
Research results and discussion
1. Classification and analysis of methods for the determination
of norms of financial ratios
Understanding financial ratios is a key business skill for any business owner or
entrepreneur. Financial ratios illustrate the strengths and weaknesses of a business. By
examining ratios over time, a business owner can notice any unusual fluctuations in financial
ratios and can see how the business is performing over time. Ratios are also helpful tools in
financial analysis and forecasting; ratios allow entrepreneurs to set specific goals and to easily
track progress toward those goals. It is important to choose financial ratios that are applicable
to the business at hand. There are hundreds of financial ratios available. Using these ratios is
the first step to taking a deeper look into the financials of a business. Moreover, ratios may
help you to justify decisions when you are buying or selling a business. These figures can
illuminate unforeseen problems in a company and can highlight unexpected successes.
Adding financial ratios to the financial planning process can be an invaluable tool to
improving business performance (Laidre 2010, p. 1).
It has already been described about the discussion going on among scientists regarding
the methodology of the determination of norms of financial ratios. But in modern economical
science there is no united classification of norms of financial ratios. Therefore according to
the authors’ opinion, norms must be divided into definite, own and sector norms; and definite
norms, in their turn, should be divided into legislative and expert norms, own norms – into
usual and aim norms, sector norms – into average and model norms. Image 1 represents the
classification of norms of financial ratios established by the researchers.
Norms of financial ratios

definite

own

sector

legislative

usual

average

expert

aim

model

Figure 1. Classification of norms of financial ratios
Source: developed by the authors based on Van Horne, Vachowicz (2003); Bodie, Merton (2000); Januška
(2002); Суденкова (2012); Кольцова (2014); Галушка, Антоненко (2009); Самарина, Дорошко (2016);
Сафонов (2000); Панков (2003); Федорович (2008); Бушуева (2009); Жданов (2016).

The description of the norms mentioned is presented below.
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In the modern economical literature, a rather detailed representation of both widely
known approaches and authors’ approaches to the determination of norms of financial ratios
that are topical for business is available. However, there is no systematized analysis of the
methods used for their determination. That is why this deficiency is eliminated below (see
Table 1). The features of the ways of determination as well as the strengths and weaknesses of
these ways are presented.
Table 1
The analysis of methods for the determination of norms of financial ratios
Method

Strengths of the method

Weaknesses of the method

Legislative norms
Legislative norms are
defined for the most
important financial
ratios.

● uniformity of size of the norm for
one and the same ratio;
● observation of the peculiarities on
the national economy.

● non-observation of the specific nature of
the sectors;
● unclear algorithm of the determination of
the norms;
● not in all countries norms are defined by
legislation.

Expert norms
Normative values are
suggested by
professionals.

● availability;
● permit, in case of necessity, to
use other norms and possibilities of
their calculation.

● non-observation of the specific nature of
the sectors;
● absence of norms for some ratios;
● different normative values for one and
the same ratio;
● impossibility of unambiguous
interpretation of results;
● unclear algorithm of the determination of
the norms.

Usual norms of the enterprise
Norms of the enterprise
are defined for usual
functioning.

● a possibility to observe the
peculiarities of the enterprise;
● a possibility to use the current
methodologies for the calculation of
own norms.

● risk of determination of incorrect norms

Aim norms of the enterprise
The aim norms are
defined according to the
aims of financial
strategy.

● progress to reach the aims of
● risk of determination of incorrect norms;
financial strategy;
● risk to not reach other non-aim norms.
● a possibility to observe the
peculiarities of the enterprise.
Sector’s average norms

Average indicators for
each sector are
calculated.

● observation of the specific nature
of the sectors;
● a possibility to compare with the
average indicators of the
competitors;
● simplicity and convenience of
calculation of norms, if there is
statistical information.
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● not in all countries statistical information
for calculations is published;
● misrepresentation of norms due to the
impact of shadow economy.

Table 1 Continuation
Method

Strengths of the method

Weaknesses of the method

Model norms of the sector
Progressive enterprise
indicators or progressive
organizations’ averaged
indicators for each sector
are used.

● observation of the specific nature
of the sectors;
● a possibility to compare with
indicators of successful
competitors.

● not in all countries statistical information
for calculations is published;
● complexity of substantiation of choice of
model organizations;
● labor-intensive process of selection of
model enterprises;
● complexity of data acquisition of the
model enterprises;
● misrepresentation of norms due to the
impact of shadow economy.

Source: developed by the authors based on Van Horne, Vachowicz (2003); Bodie, Merton (2000); Ross,
Westerfield (2000); Januška (2002); Mietule, Jackaniča (2013); Суденкова (2012); Кольцова (2014); Галушка,
Антоненко (2009); Самарина, Дорошко (2016); Сафонов (2000); Панков (2003); Федорович (2008);
Стеценко, Данн (2005).

The classification of norms of financial ratios and detection of strengths and weaknesses
typical of each method are meant to facilitate developing and applying the norms. It is
important to use their strengths as much as possible, but weaknesses should be taken into
account too.
2. Algorithms for the determination of norms of financial ratios
One of the most topical tasks is the problem of determining normative sector values of
financial ratios. The authors offer the algorithm for the determination of these values. First of
all, terminology shall be made more precise. Below, the terms suggested by the authors are
presented.
Normative sector limitation (NSL) – specific normative number of sector financial ratio.
Normative sector value (NSV) – ray from normative sector limitation to the side that is
favourable to financial performance of the enterprise.
Minimum normative expert limitation (MNEL) – specific minimum normative number
of financial ratio defined by the expert, which defines the border of business safety.
Minimum normative expert value (MNEV) – ray from minimum normative expert
limitation to the side that is favourable to financial performance of the enterprise, which is
one of the guarantees of business safety.
A block scheme of the algorithm for determination of the normative sector value of
financial ratio suggested by the authors (see Figure 2), as well as the description of the stages
of this algorithm is presented below.
1. The formation of time series of financial ratio.
First of all, a time series must be formed for a specific financial ratio and a specific
sector. The more reporting stages are taken for calculation, the more precise value is obtained.
It would be more correct, if a large part will be formed by values of gross domestic product
growth years. It is desirable to take the dynamic row of recent years.
2. The calculation of the sector average value (SAV) of financial ratio.
Most experts suggest using the average values of sectors as normative values, that is
why the next stage is the calculation of the average value of sectors by the dynamic sector
8

rows. If all row ratios are positive, it is more useful to calculate the average geometric value
of the stage under study, but if the row contains negative numbers, it is suggested to use
median values. Average geometric and median values of the rows of financial ratios may be
assumed as normative sector values. First of all, it refers to the financial ratios, which have no
normative limitations suggested by experts.
3. The determination of the minimum normative expert value (MNEV) of the financial
ratio.
However, usually quite large per cent of these sector average values under calculation
does not comply with the minimum sector value admitted by experts that is why the necessity
arises to develop the normative sector value, which at the same time would comply with both
the sector requirements, and the minimum normative requirements as one of the most
important guarantees of business safety.
Therefore, the authors offer a solution of the mentioned problem – they suggest
orientating towards the minimum normative values suggested by experts. Most often,
financial ratios have no united established normative values – at least, two or three values are
suggested. It is useful to define the most acceptable minimum normative expert value, which
would fulfil one of the functions of business safety guarantee. It is desirable that this value is
suggested by, at least, two experts to define the norm more confidently and more correctly.
4. The determination of the normative sector value (NSV) of financial ratio.
If the ratio has no minimum normative expert value and an increase of the ratio
favourably influences the financial performance of the enterprise, then it is immediately
assumed that this normative is NSV≥SAV, but, if unfavourably, then NSV≤SAV.
In its turn, if the ratio has minimum normative expert value and the increase of ratio
favourably influences the financial performance of the enterprise, then the further sequence of
actions is as follows. If SAV<MNEL, then the increase of SAV to MNEL and the acceptance
of the normative NSV≥MNEL. If SAV≥MNEL, then acceptance of the normative
NSV≥SAV.
Whereas, if the ratio has the minimum normative expert value and an increase of ratio
unfavourably influences the financial performance of the enterprise, then the further sequence
of actions is as follows. If SAV>MNEL, then the decrease of SAV to MNEL and the
acceptance of the normative NSV≤MNEL. If SAV≤MNEL, then the acceptance of the
normative NSV≤SAV.
Thus, if the calculated sector average value of financial ratio is lower than the minimum
normative expert limitation, it is raised to the minimum normative expert limitation. Such
approach is explained by the fact that even when the enterprise’s ratio is within the borders of
the sector’s average value, without targeting the norm, it does not mean that the enterprise
functions correctly. In its turn, if the sector average value of financial ratio exceeds even the
suggested by experts higher value of norm, then there is no necessity to correct it due to the
peculiarities of the sector functioning and basic border value of compliance.
The abovementioned refers to those ratios, to which the higher their value, the better the
financial performance of the enterprise is. In its turn, ratios moved conversely have analogous
converse sequence.
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1. Formation of time series of financial ratio
2. Calculation of sector average value (SAV) of financial ratio

yes

no
All ratios of series are positive

calculation of median value

calculation of average geometric value

3. Determination of minimum normative expert value (MNEV) of financial ratio
4. Determination of normative sector value (NSV) of financial ratio

yes

no
The ratio has
MNEV

yes

Increase of ratio
favourably influences
the financial
performance of the
enterprise

no yes

no

yes

yes

SAV<MNEL

increase of SAV to MNEL and
acceptance of normative
NSV≥MNEL

Increase of ratio
favourably influences
the financial
performance of the
enterprise

no

no
SAV>MNEL

acceptance of
normative
NSV≥SAV

decrease of SAV to MNEL and
acceptance of normative
NSV≤MNEL

acceptance of
normative
NSV≤SAV

Figure 2. Block scheme of algorithm for the determination of
normative sector value of the financial ratio
Source: developed by the authors based on Van Horne, Vachowicz (2003); Orlovska (2012); Krastiņš, Ciemiņa
(2003); Ross, Westerfield (2000); Komashie (2014); Rurāne (2006); Januška (2002); Mietule, Jackaniča (2013);
Волнин (2012); Чалиев (2014); Дикер (2014); Просалова (2008); Кошевой (2005); Галушка, Антоненко
(2009); Самарина, Дорошко (2016); Бушуева (2009); Жданов (2016); Стеценко, Данн (2005); Костюченко
(2013); Прыкина (2003).
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3. Calculation of the norms of financial ratios for Latvia
According to the methodology described above, further the calculation of the norms of
financial ratios for Latvia is offered.
As it has been said above, in the calculation there are branches, in which the average
geometric values and the median values are below the minimum normative expert limitations.
This limitation acts as a guarantor of business safety. For the respective branches of the
Latvian economy it seems appropriate to set as minimum normative expert limitations of the
financial ratios values recommended by the experts (see Table 2).
Table 2
Calculation formulas and minimum normative expert limitations of financial ratios
Financial
ratio

Calculation formula

Minimum
normative expert
limitation

The author of the minimum
expert limitation

Return on
sales

profit or loss before taxes
–––––––––––––––––––––– × 100%
net turnover

6%

I. Stetsenko, P. Dunne
(Стеценко, Данн 2005, c. 105)

Return on
assets

profit or loss after taxes
–––––––––––––––––––––– × 100%
average total assets

5%

N. Kostyuchenko
(Костюченко 2013, c. 1)

Return on
equity

profit or loss after taxes
––––––––––––––––––––––– × 100%
average value of own capital

10%

D. Komashie
(Komashie 2014, p. 1)

Financing
ratio

own capital
––––––––––––
all creditors

0.5

L. Prykina
(Прыкина 2003, c. 338)

Current
liquidity
ratio

current assets
––––––––––––––
current liabilities

1.0

M. Janushka
(Januška 2002, 20. lpp.),
S. Ross, R. Vesterfild
(Ross, Westerfield 2000, p. 79)

Absolute
liquidity
ratio

current financial investment + cash
–––––––––––––––––––––––––––––
current liabilities

0.1

I. Miyetule, A. Yatskanich
(Mietule, Jackaniča 2013, 53. lpp.)

Total
assets
turnover

net turnover
–––––––––––––––––––––––––
average value of balance assets

0.6

I. Stetsenko, P. Dunne
(Стеценко, Данн 2005, c. 105)

Source: developed by the authors based on Ross, Westerfield (2000); Komashie (2014); Rurāne (2006); Januška
(2002); Mietule, Jackaniča (2013); Стеценко, Данн (2005); Костюченко (2013); Прыкина (2003).

According to the algorithm described above, Table 3 shows the calculated normative
sector values of the most important financial ratios for Latvia.
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Table 3
Latvian normative sector values of financial ratios

Return on
equity

Financing
ratio

Current
liquidity ratio

Absolute
liquidity ratio

Total assets
turnover

Crop, animal production and hunting
Forestry and logging
Fishing
Mining and quarrying
Manufacture of food products
Manufacture of beverages
Manufacture of textiles
Manufacture of wear
Manufacture of leather products
Manufacture of wood products
Manufacture of paper products
Manufacture of chemical products
Manufacture of pharmaceutical preparations
Manufacture of rubber and plastic products
Manufacture of mineral products
Manufacture of metal products
Manufacture of electronic products
Manufacture of electrical equipment
Manufacture of other equipment
Manufacture of cars and trailers
Manufacture of other transport
Manufacture of furniture
Other manufacturing
Repair and installation of equipment
Electricity, gas and steam supply
Water collection, treatment and supply
Sewerage
Waste collection, treatment and removal
Civil engineering
Specialised construction activities
Wholesale and retail trade of cars
Wholesale trade
Retail trade
Land transport
Water transport
Support activities for transportation
Accommodation and food service activities
Publishing activities
Film production and sound recording
Broadcasting activities
Telecommunications
Computer programming
Information service activities
Financial service activities
Insurance activities
Real estate activities
Legal and accounting activities
Management consultancy activities

Return on
assets

Sector

Return on
sales

Normative sector values

≥8.96
≥14.63
≥9.71
≥10.52
≥6.00
≥6.00
≥6.00
≥6.00
≥11.32
≥6.03
≥6.00
≥6.00
≥13.58
≥6.00
≥6.00
≥6.00
≥20.74
≥7.15
≥6.00
≥9.13
≥6.00
≥6.00
≥6.00
≥6.00
≥6.78
≥6.00
≥6.00
≥6.00
≥6.00
≥6.00
≥6.00
≥6.00
≥6.00
≥6.00
≥6.00
≥6.57
≥6.00
≥6.00
≥6.00
≥6.00
≥12.88
≥9.21
≥9.63
≥31.06
≥15.92
≥6.00
≥7.87
≥11.42

≥5.00
≥9.30
≥5.30
≥6.95
≥5.00
≥5.00
≥5.00
≥5.00
≥13.27
≥6.82
≥5.11
≥5.00
≥8.88
≥5.00
≥5.00
≥5.00
≥21.26
≥8.88
≥5.00
≥9.37
≥5.00
≥5.00
≥5.83
≥6.83
≥5.00
≥5.00
≥5.00
≥5.00
≥5.00
≥5.00
≥5.00
≥5.00
≥5.00
≥5.00
≥5.00
≥5.00
≥5.00
≥5.00
≥5.00
≥5.00
≥8.46
≥14.55
≥11.90
≥5.00
≥5.00
≥5.00
≥5.00
≥5.00

≥10.00
≥13.32
≥13.58
≥14.30
≥10.00
≥10.00
≥10.00
≥10.00
≥40.92
≥17.50
≥14.96
≥10.00
≥12.40
≥10.00
≥10.00
≥11.70
≥32.35
≥19.24
≥10.00
≥16.85
≥10.00
≥10.00
≥16.27
≥15.53
≥10.00
≥10.00
≥10.00
≥10.00
≥10.00
≥17.08
≥10.00
≥15.68
≥10.69
≥10.00
≥10.00
≥10.75
≥10.00
≥10.00
≥13.20
≥10.00
≥13.09
≥39.91
≥50.88
≥10.00
≥13.86
≥10.00
≥17.41
≥10.00

≥0.58
≥2.52
≥0.65
≥1.03
≥0.50
≥0.93
≥0.50
≥0.50
≥0.50
≥0.71
≥0.57
≥0.50
≥2.74
≥0.50
≥0.50
≥0.50
≥2.10
≥0.88
≥0.68
≥1.21
≥0.50
≥0.50
≥0.63
≥0.90
≥1.26
≥0.57
≥0.50
≥050
≥0.50
≥0.50
≥0.50
≥0.50
≥0.50
≥0.54
≥0.50
≥0.83
≥0.50
≥0.50
≥0.50
≥0.50
≥1.78
≥0.60
≥0.50
≥0.50
≥0.54
≥0.50
≥0.50
≥1.77

≥1.42
≥1.49
≥1.66
≥1.52
≥1.09
≥1.57
≥1.65
≥1.39
≥1.62
≥1.25
≥1.02
≥1.15
≥2.94
≥1.00
≥1.11
≥1.14
≥3.37
≥1.66
≥1.45
≥1.85
≥1.00
≥1.00
≥1.62
≥1.57
≥1.37
≥1.04
≥1.00
≥1.00
≥1.21
≥1.11
≥1.18
≥1.26
≥1.11
≥1.03
≥1.65
≥1.11
≥1.00
≥1.31
≥1.16
≥1.10
≥1.02
≥1.58
≥1.25
≥1.04
≥1.76
≥1.00
≥1.04
≥1.52

≥0.22
≥0.53
≥0.48
≥0.27
≥0.13
≥0.10
≥0.19
≥0.10
≥0.51
≥0.18
≥0.15
≥0.10
≥0.13
≥0.11
≥0.13
≥0.17
≥0.83
≥0.28
≥0.18
≥0.33
≥0.11
≥0.11
≥0.20
≥0.27
≥0.45
≥0.78
≥0.54
≥0.28
≥0.21
≥0.25
≥0.13
≥0.15
≥0.17
≥0.32
≥0.60
≥0.38
≥0.21
≥0.36
≥0.55
≥0.33
≥0.29
≥0.59
≥0.40
≥0.23
≥0.92
≥0.15
≥0.23
≥0.41

≥0.60
≥0.76
≥0.67
≥0.78
≥1.60
≥1.03
≥1.14
≥1.48
≥1.51
≥1.24
≥1.40
≥0.87
≥0.79
≥1.31
≥0.60
≥1.37
≥1.22
≥1.55
≥1.04
≥1.22
≥0.78
≥1.59
≥1.27
≥1.56
≥0.60
≥0.60
≥0.60
≥0.79
≥0.96
≥1.83
≥1.97
≥2.82
≥2.61
≥1.34
≥0.63
≥0.87
≥0.60
≥1.29
≥1.20
≥1.00
≥0.76
≥1.93
≥1.59
≥0.60
≥0.60
≥0.60
≥0.68
≥0.60
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Table 3 Continuation

Return on
equity

Financing
ratio

Current
liquidity ratio

Absolute
liquidity ratio

Total assets
turnover

Technical testing
Scientific research and development
Advertising and market research
Other professional activities
Rental and leasing activities
Travel agency activities
Security and investigation activities
Services to buildings
Education
Human health activities
Creative activities and art
Libraries, archives and museums activities
Gambling and betting activities
Sport, amusement and recreation activities

Return on
assets

Sector

Return on
sales

Normative sector values

≥7.64
≥6.00
≥6.00
≥6.11
≥6.00
≥6.00
≥6.00
≥6.00
≥7.78
≥6.00
≥6.00
≥6.00
≥23.58
≥6.00

≥5.92
≥5.00
≥5.00
≥5.00
≥5.00
≥5.00
≥5.00
≥5.00
≥6.05
≥5.00
≥5.00
≥5.00
≥17.06
≥5.00

≥15.84
≥10.00
≥15.33
≥12.90
≥11.78
≥19.93
≥10.00
≥10.00
≥14.93
≥10.00
≥11.02
≥10.00
≥27.42
≥10.00

≥0.61
≥0.50
≥0.50
≥0.66
≥0.50
≥0.50
≥0.50
≥0.58
≥0.71
≥0.55
≥0.50
≥3.69
≥2.29
≥1.00

≥1.44
≥1.24
≥1.26
≥1.14
≥1.00
≥1.15
≥1.13
≥1.07
≥1.00
≥1.78
≥1.10
≥1.00
≥2.07
≥1.00

≥0.50
≥0.52
≥0.29
≥0.30
≥0.18
≥0.36
≥0.24
≥0.29
≥0.53
≥1.32
≥0.45
≥0.10
≥1.51
≥0.23

≥1.02
≥0.60
≥2.06
≥1.07
≥0.60
≥4.17
≥2.71
≥1.29
≥1.02
≥0.81
≥1.73
≥0.60
≥1.33
≥0.60

Source: the authors’ calculations based on the data of Central Statistical Bureau of Latvia (2017); Van Horne,
Vachowicz (2003); Orlovska (2012); Krastiņš, Ciemiņa (2003); Ross, Westerfield (2000); Liang (2016);
Komashie (2014); Boratynska (2012); Slivkova, Sabolova (2014); Rurāne (2006); Januška (2002); Mietule,
Jackaniča (2013); Волнин (2012); Чалиев (2014); Дикер (2014); Просалова (2008); Кошевой (2005);
Галушка, Антоненко (2009); Самарина, Дорошко (2016); Бушуева (2009); Жданов (2016); Прыкина
(2003); Стеценко, Данн (2005); Костюченко (2013).

The defined normative sector values both correspond to the requirements of traditional
normative value being the guarantee for business safety, and take the peculiarities of Latvia’s
economic sectors into account. Their task is to help the management in finance administration,
as well as to all users of financial reporting – to satisfy their economic interests.
4. Problems and suggestions for their solution
In the research for the development of Latvian normative sector values of financial
ratios, financial ratios are applied, which have been calculated for sectors by the Central
Statistical Bureau of Latvia (LR CSP 2017) and which it considers more important. The
authors agree that the financial ratios calculated by LR CSP are the most important. However,
also some other important financial ratios may be applied. Therefore the authors suggest LR
CSP to make additional calculation of the average financial ratios of important sectors: for the
analysis of financial stability – the independence ratio and the ratio of provision of own
capital; for the liquidity analysis – the urgent liquidity ratio; for the assessment of
performance activity – the funds return ratio, the receivables turnover ratio, the accounts
payable turnover ratio.
The research has shown that in many sectors in Latvia the calculated sector average
values of financial ratios appear to be lower than the minimum normative experts’ limitations.
Due to this, when defining the sector’s average norms, there is a necessity to raise the
calculated sectors’ average values to the minimum normative experts’ limitations, which is
one of the guarantees for business safety. It would be useful to develop such sector norms that
would not need correction. Quite progressive are the sectors’ model norms of financial ratios.
The work connected with the determination of these norms can be performed by LR CSP or
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Latvian scientists. First of all, the selection criteria of the most successful enterprises must be
developed in each sector by the quality and the quantity indicators, and it would be reasonable
to attract experts for this purpose. Probably, one of the options of these criteria might be: the
compliance of the most important financial ratios of the enterprise with all minimum
normative experts’ values, the absence of shadow economy in the enterprise, the absence of
tax arrears in the enterprise, the absence of salary debts etc. It would be useful to arrange the
enterprises by these criteria in each sector and select 20, 50 or 100 most successful enterprises
in each sector, to calculate the average values of the most important financial ratios of these
enterprises for several years in each sector and to offer them as sectors’ model norms of
financial ratios.
Enterprises of different sizes function in slightly different economic conditions, thus it
is possible to take into account the enterprise differentiation by their size. It is useful not only
to develop sectors’ model norms of financial ratios, but also to calculate these norms taking
into account enterprise differentiation by their size – separately for small, average and large
enterprises. The statistical data available from LR CSP and SIA “Lursoft” allow performing
this calculation.
The irregularity of development of Latvia’s regions remained unlisted in the norms.
Taking the irregularity of development of Latvia’s regions into account, it would be useful to
take the regional aspect in the developed norms of financial ratios into account.
Conclusions
1.

2.

3.

4.

5.

6.

According to the classification of norms of financial ratios established by the researchers,
the norms must be divided into definite, own and sector norms; the definite norms, in
their turn – into legislative and expert norms, the own norms – into usual and aim norms
and the sector norms – into average and model norms.
The authors propose the algorithm for the determination of normative sector values of
financial ratios. The main feature of the algorithm is as follows. If the calculated sector
average value of financial ratio is lower than the minimum normative expert limitation, it
is raised to the minimum normative expert limitation. Such an approach is explained by
the fact that even when the enterprise’s ratio is within the borders of the sector’s average
value, without targeting the norm, it does not mean that the enterprise functions correctly.
In its turn, if the sector average value of financial ratio exceeds even the suggested by
experts higher value of norm, then there is no necessity to correct it.
The defined normative sector values both correspond to the requirements of traditional
normative value being the guarantee for business safety, and take the peculiarities of
Latvia’s economic sectors into account. Their task is to help the management in finance
administration, as well as to all users of financial reporting – to satisfy their economic interests.
The authors suggest LR CSP to make additional calculation of the average financial ratios
of important sectors: for the analysis of financial stability – independence ratio and the
ratio of provision of own capital; for the liquidity analysis – the urgent liquidity ratio; for
the assessment of performance activity – the funds return ratio, the receivables turnover
ratio, the accounts payable turnover ratio.
Quite progressive are the sectors’ model norms of financial ratios. The work connected
with the determination of these norms can be performed by LR CSP or Latvian scientists.
The selection criteria of the most successful enterprises must be developed in each sector
by the quality and the quantity indicators, and it would be reasonable to attract experts for
this purpose.
It is useful to calculate the norms with enterprise differentiation by their size – separately
for small, average and large enterprises. The statistical data available from LR CSP and
SIA “Lursoft” allow performing this calculation.
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7.

Taking the irregularity of the development of Latvia’s regions into account, it would be
useful to take the regional aspect in the developed norms of financial ratios into account.
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Kopsavilkums
Finanšu koeficientu normatīvu noteikšanas metodoloģija
Eiropas Savienības ģeogrāfisko reģionu sistēmā Latvija netiek dalīta atsevišķās daļās, bet gan tiek rādīta kā
vienots reģions, valsts, kuras platība līdzinās reģiona platībai. Šim pētījumam, kura mērķis ir aktuālās finanšu
koeficientu normatīvu noteikšanas problēmas atrisināšana un to aprēķināšana Latvijai, ir jāveicina šī reģiona
attīstība, lai Latvija varētu ieņemt atbilstošu vietu Eiropas Savienības valstu vidū. Šo metodoloģiju var pielietot
arī attiecībā uz citām valstīm un reģioniem. Šajā rakstā ir atspoguļoti pētījuma rezultāti, kurā izvirzīti un
atrisināti šādi aktuāli uzdevumi: finanšu koeficientu normatīvu klasifikācijas izstrāde un to noteikšanas veidu
analīze, finanšu koeficienta nozares normatīvās vērtības noteikšanas algoritma izstrāde, finanšu koeficientu
normatīvu aprēķināšana Latvijai, problēmu identifikācija un priekšlikumu izstrāde to risināšanai. Noteiktās
nozaru normatīvās vērtības gan atbilst tradicionālās normatīvās vērtības prasībām kā biznesa drošības garanta,
gan ņem vērā Latvijas ekonomikas nozaru īpatnības. To uzdevums ir palīdzēt uzņēmuma vadībai finanšu
pārvaldē, kā arī visu finanšu pārskatu lietotājiem – savu ekonomisko interešu apmierināšanā.
Atslēgas vārdi: normatīvs, koeficients, reģions, nozare, vērtība.

Резюме
Методология определения нормативов финансовых коэффициентов
В системе географических регионов Европейского Союза Латвия не делится на отдельные части, а
представляется единым регионом, страной размером с регион. И данное исследование, целями которого
являются решение актуальной проблемы определения нормативов финансовых коэффициентов и их
расчет для Латвии, призвано способствовать развитию этого региона, чтобы Латвия могла бы занять
достойное место среди стран Европейского Союза. Эта методология пригодна также и для других стран
и регионов. В этой статье отражены результаты исследования, в котором поставлены и решены
следующие актуальные задачи: разработка классификации нормативов финансовых коэффициентов и
анализ способов их установления, разработка алгоритма определения нормативного отраслевого
значения финансового коэффициента, расчет нормативов финансовых коэффициентов для Латвии,
выявление проблем и разработка предложений по их разрешению. Определенные нормативные
отраслевые значения как соответствуют требованиям традиционного нормативного значения как гаранта
безопасности бизнеса, так и принимают во внимание отраслевые особенности латвийской экономики. Их
задача состоит в том, чтобы помочь менеджменту в управлении финансами, а также всем пользователям
финансовой отчетности – в удовлетворении своих экономических интересов.
Ключевые слова: норматив, коэффициент, регион, отрасль, значение.
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TOWARDS EFFECTIVE CHANGE MANAGEMENT
IN UNIVERSITIES: CASE OF LATVIA
Higher education plays a crucial role in the supply of high level manpower for the socio-political and economic
development of a nation. To this end, the effective management of this educational sector becomes necessary. A
powerful combination of change forces has been bearing down on higher education and research institutions in
recent years in Latvia: consolidation of research resources, floating level of financial resources, negative
demographic trends on the one hand and the need for excellence and involvement in European higher education
and research area on the other hand. In combination, these changes force universities to ensure effective change
management in order to achieve ambitious goals set in planning documents. This paper contains a review of the
scientific publications concerned with change management effectiveness in universities. The aim of the paper is
to analyse the change management particularities in universities analysed in scientific literature as well as to
research the change management of the University of Latvia during the elaboration of the Development Strategy.
Within this research, the analysis of scientific publications and the scientific research are carried out as well as
the case study method has been applied. The main finding of the study: having analysed scientific literature on
change management, the authors conclude that the implementation of changes in universities requires specific
concepts and they need to be developed.
Key words: university, change management, University of Latvia.
JEL codes: I23, I28, H75

Introduction
Change is an ever-present and essential part of life, and a university is a constantly
evolving organisation. It is particularly difficult to change universities as they are peculiarly
resistant to change (Marshall 2010) and managing change in universities is perhaps the most
daunting challenge faced by senior managers in organizations today (McMurray 2001).
With all unique characteristics, higher education institutions certainly have a different
approach in institutional governance, management, and leadership than other organizations.
Therefore, higher education institutions cannot be handled the same way as other
organizations when it comes to change management (Patria 2012).
In case of Latvia, universities face important challenges regarding their development –
in order to attract the European Structural funds, universities of Latvia had to elaborate the
Development strategies that defined upcoming changes in near future. The experience of the
University of Latvia – one of the leading universities in the Baltic States and a significant
research and education centre in the Baltic Sea Region – is revealed in this paper.
The research question to be answered in the paper: what particularities should be taken
into account when ensuring effective change management in universities?
Taking into account everything mentioned before, the aim of the paper is to analyse the
change management particularities in universities analysed in scientific literature.
In order to achieve the aim, the following objectives have been formulated:
1. to analyse the factors that are important in organizing effective change management
process in universities;
2. to analyse the importance of stakeholder engagement in change management processes at
universities;
3. to review best practice in the implementation of changes at universities analysed in
scientific literature.
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Within this research, the analysis of scientific publications and scientific research has
been carried out, as well as the case study method has been applied. The paper contains a
review of the scientific publications concerned with change management effectiveness in
universities.
Theoretical discussion
Higher education institutions are constantly under pressure to change. According to the
researchers, the pressure for higher education institutions to change comes from a number of
interrelated factors: the movement to a mass educational system, changing student profile,
growing pressure from industry to produce graduates with both thinking and practical skills,
forced competition between higher education institutions to recruit more students to secure
survival, reforms in higher education and science performed by the government, and the
demand of high quality research (Grant 2003; Fremerey 2006; Rebora & Turri 2010; Findlow
2012).
Nevertheless, creating change in the context of organization is not an easy task,
moreover in a complex organizational setting like a higher education institution (Grant 2003;
Fremerey 2006). Higher education institutions are known to have unique characteristics that
distinguish them from other organizations. Baldridge (1983) identified the following
characteristics: goal ambiguity, highly contested goals, client-serving institutions, problematic
technologies, high professionalism, fragmented professional staff, and environmentally
vulnerable. Apart from these specific characteristics, researchers have classified higher
education institutions as organized anarchies (e.g., Baldridge 1983; Giesecke 1991) and
loosely coupled organizations (e.g., Weick 1976).
Even though researchers have described higher education institutions as organizations
that run in chaos, higher education systems have been running stably (Patria 2012). Birnbaum
(1989) describes that there is a thorough self-correcting mechanism that monitors higher
education institution functions and provides attention cues, or negative feedback, to
participants when things are not going well. When undesirable circumstances emerge
something else will correct it and bring it back on track. This process is called cybernetic
controls (Birnbaum 1989).
In the next part of the paper, the analysis of the scientific literature will be provided in
more detail.
Research results and discussion
In this section the review of scientific literature will be presented focussing on the
success factors for effective change management in universities, the importance of
involvement of stakeholders during the change process, as well as on best practice examples
in managing changes, including Latvia.
1. Success factors for effective change management in universities
Many studies focus on and indicate barriers for change and critical success factors,
mostly from the viewpoint of the university system (Lambrechts and Ceulemans 2013;
Lozano 2006; Mazhar et al. 2014; Wright and Horst 2013). Lozano et al. (2013), basing on
numerous other authors’ publications, describe the barriers for change in higher education as:
insecurity and threat to academic credibility from teachers, over-crowded curricula, lack of
support, discipline restricted organisational structures; academic conservatism/traditions that
tie universities to old mechanistic mental models.
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The main barriers for successful change management are summarized in Table 1.
Table 1
Barriers for successful change management in universities
Area

Related to the lack of
awareness

Barrier
Lack of interest and involvement of the majority of staff and/or students
Lack of support by management and policy makers
Lack of professionalism and training of teachers
Lack of policy making in order to promote best practice of governance
Lack of standard definitions and concepts of effective governance
Lack of recognition, change agents are often not taken seriously
Conservative disciplinary structure of university, barely open to new paradigms
Inefficient communication and shared information both top-down and bottom-up

Related to the structure
of higher education

Related to the lack of
resources

Resistance to change by education and research
Focus on short-term profit as a result of managerial thinking and policy making in
HE
Lack of interdisciplinary research as a result of insufficient communication and
cooperation
Overcrowded curriculum
Focus on content-based learning
Lack of funding
High work pressure and lack of time
Lack of access to information
Lack of consistent legislation
Lack of qualitative and quantitative performance indicators
Technical problems
Lack of physical place

Source: developed by the author based on Verhulst & Lambrechts 2015; Lambrechts et al., 2013; Lozano et al.
2013.

It is proposed to classify barriers into three main groups: barriers that are related to the
lack of awareness, resources and the structure of higher education. The barriers that are
related to the lack of awareness are the following: the lack of interest of different stakeholders
(students, staff, policy makers), difficulties related to the definition of good and effective
governance in terms of higher education institutions. In addition, the society tends not to take
seriously change agents that are actively trying to improve the system of higher education.
Next, the barriers related to the structure of higher education are critical in terms of ensuring
successful change management in universities. Conservative disciplinary structure of
university, inefficient top-down and bottom-up communication in university and resistance to
change by education and research are the main challenges to deal with in order to ensure
effective change management. Of course, the implementation of changes calls for different
resources such as funding, time, consistent legislation, physical place, measuring instruments,
and others.
In addition to the factors related to university system, many scholars have studied
factors that influence a change process. These factors can either support or hamper the
integration process. Many scholars and practitioners directly link failures of a change process
with resistance to change (e.g. Kotter and Schlesinger 2008). It is considered more practical to
talk about influencing factors. In the literature review by Verhulst (2012), more than sixty
different influencing factors were identified. Many of these factors are related to people –
often referred to as the “soft side” (Boks 2006; IBM 2008), the intangibles or the “human
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factors” of change (Verhulst 2012). A study from IBM (2008) indicates that this “soft side” is
the hardest to change, a finding that has also been identified by Struckman and Yammarino
(2003). Several scholars (Lewis et al., 2006) have mentioned empowerment, involvement, and
communication. Hiatt and Creasey (2003) confirm the importance of engagement, especially
within the change team. At the same time, Hoover and Harder (2015) call for more work on
understanding the role of human factors such as individual agency, relationships, institutional
cultures and power on campus.
All “human factors” could be divided into four groups: organizational culture, resistance
against change, empowerment and involvement, and internal communication on changes (see
Fig. 1). All these factors interact during the change management process in a university.
Organizational culture is closely related to the barriers of the lack of resources like the lack of
funding or time to implement the changes. The barriers related to the structure of higher
education also are closely related to organizational structure, e.g. conservative disciplinary
structure of a university that is barely open to new paradigms forms the organizational culture
that is difficult to change. At the same time, the human factors like resistance against change
closely relate to the barriers related to the lack of awareness such as the lack of recognition of
change agents and the lack of support by management of policy makers. In addition,
empowerment and involvement relate to the barriers of lacking awareness like the lack of
interest and the involvement of the majority of university staff or the lack of policy making in
order to promote best practice of governance. Then again, the human factors involving
internal communication on changes interact with barriers like inefficient communication and
shared information both top-down and bottom-up.

Organizational
structure

Barriers related to
the lack of
awareness

Resistance against
change

Barriers related to
the structure of
higher education
Barriers related to
the lack of
resources
Empowerment
and involvement

Internal
communication
on changes

Figure 1. Conceptual model of interaction of human factors
in change process in university
Source: developed by the authors based on Verhulst & Lambrechts 2015.

Taking into account that the human factors are considered crucial during the change
process in a university, the involvement of stakeholders in the change process will be
discussed in the next section of the paper.
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2. Stakeholder engagement in change management process in universities
A key feature that distinguishes successful change management is effective “stakeholder
engagement” (Argyris 1999). Stakeholder engagement can mean different things to different
people and can range from the most superficial (top-down) to inviting them to define the
problem in their own terms and encouraging them to develop and implement their own
solutions (bottom-up) (Brown 2013).Top-down approaches tend to work best where outcomes
can be predicted with confidence and there is consensus about what those outcomes should be
(Dearlove 1997). The benefits of the top-down approaches include efficient time and resource
management and tight control over project outputs. However, the top-down management does
not necessarily guarantee adequate control over outcomes. Outcomes differ from outputs in
that outputs are what the project produces (Brown 2013). At the other end of the spectrum,
project outputs that are generated by localised bottom-up initiatives (Dearlove 1997) are
likely to be enthusiastically supported by their progenitors but largely ignored by the rest of
the institution (Marshall 2010; Rogers 2010). A third possibility is “distributive” leadership in
which the change process is a joint enterprise between stakeholders (Keppell et al. 2010).
Distributive approaches entail the development of an open sharing culture that values
dissemination of information and building of trust between participants, (Brown & Littrich
2008) and that therefore is better suited to the organizational culture of universities.
Researchers of the University of Bath have analysed the change process at their
university and have developed a special toolkit to involve the stakeholders during the change
management process (University of Bath 2013). The researchers admit that faced with a
change, people’s commitment changes over time as their understanding and acceptance
develop. In this case communications have a key role in building commitment (or preventing
it). The ultimate stage is internalisation (the acceptance of the change without conscious
thinking) through involvement, which does require substantial investment of managers’ time
and effort (University of Bath 2013). In Fig. 2 an ascending scale of communications to build
commitment with key stakeholders is provided.
At the beginning it is important to establish a contact with stakeholders via e-mail,
newsletters, posters, etc. In order to establish stakeholders’ awareness, the researchers propose
to organize open forums and conferences, prepare cascades (delivered by managers), and
organize road shows and videos. Afterwards, it is important to ensure understanding for all
groups of stakeholders by organizing team briefings, focus groups and demonstrations,
helpdesk. It is also very important to establish engagement with stakeholders by providing
open door session and inviting stakeholders to participate in planning sessions. For the
purpose of acceptance of changes, trainings and learning activities should be organised.
Another good idea is to organize “grassroots” meetings in order to influence the behaviour of
specific stakeholder groups. On a later stage, to strengthen commitment it is useful to organise
away days in order to develop planning documents and organize some specific workshops. At
the end, to ensure the internalization of the changes, stakeholders should be involved in
visioning and setting the strategy. If there still is resistance on the part of some persons,
private meetings should be organised. When all stakeholders are convinced, some celebrating
events could be organized.
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Figure 2. Conceptual model of interaction of human factors
in change process in university
Source: developed by the authors based on University of Bath 2013.

3. Best practice of implementation of change management in universities
In this section, some best practice elements will be reviewed as recommendations for
ensuring successful change management process.
Angehrn & Maxwell (2008) admit that although higher education institutions
increasingly face various demands for deep changes and innovations, they have a very
distinctive culture which makes rapid change difficult. In order to address this challenge, the
authors have developed and validated new multimedia, team-based simulation, EduSynergy,
which provides a rich, realistic experience of a change management project in a university
setting, including individual behaviours, group dynamics and cultural factors. Their
quantitative research showed a significant measurable increase in players’ understanding of
change management.
EduSynergy is based on an existing simulation, EIS, which provides intensive and
productive learning experiences related to dynamics of change in a company (Angehrn 2006).
In the EIS simulation, participants working in small groups have 6 months of simulated time
to convince members of an acquired company’s management team to adopt the corporation’s
Executive Information System (EIS). Players can interact with these members and learn by
trying out, and receiving immediate feedback, on 18 different managerial actions such as faceto-face meetings, pilot tests and convert lobbying (Lainema & Lainema 2007). Angehrn &
Maxwell (2008) adopted EIS for deployment in Higher Education contexts by adjusting the
mission, the characters, the relationship networks, and the culture modelled in the underlying
simulation dynamics. In order to validate the new simulation, the authors surveyed more than
200 deans, professors and administrative support personnel. The survey asked the
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participants’ opinion about 15 different statements by using 7 point Likert scale (6 statements
concerned the contribution of EduSynergy to the understanding of change management, 7
statements asked their opinion about the realism of the simulation, and 2 statements asked for
the overall assessment of the value of the simulation as a training tool. The educational
experience was enriched by group discussions before, during and after the simulation
experience. Feedback from the participants indicated that the simulation was realistic, and that
it contributed to the participants’ understanding of change management more effectively than
a lecture (90% of participants felt that the simulation was more effective than the lecture).
The main finding of the research was that compared to the corporate world, higher
education institutions have a very distinctive culture which makes rapid change even more
difficult and their change readiness is often perceived as limited at many levels. Research
efforts – to develop and validate a rich, realistic change management experience in a
university setting resulted in a new multimedia simulation EduSynergy, which models the
dynamics of change in higher education institutions, including individual behaviours, group
dynamics and cultural factors (Angehrn & Maxwell 2008). Thereby, the experience of
organizing the simulation instead of a lecture for creating the understanding of the change
management in universities should be used.
Another study conducted by researchers from University of Bath focuses on
communication matters between stakeholders. According to the researchers, two key
principles underpin effective change management:
1. People will be responsible for success or failure. Engaging stakeholders, involving staff
in planning and decision making, and communicating effectively are vital throughout the
process.
2. Learning and providing opportunities for feedback will allow for a dynamic, emergent
approach that is likely to be more successful than the one which is rigidly planned and
implemented without flexibility (University of Bath 2013).
This means that the engagement of stakeholders should be ensured at all levels during the
change management process. The management of university should develop a plan in which
they would define the activities aimed at involving different target groups during the change
process.
In addition, the researchers of University of Bath distinguished he stages of successful change
management (see Fig. 3).

Figure 3. Recommendation for the stages of successful change management
Source: developed by the authors based on University of Bath 2013.

1.
2.
3.
4.
5.

The stages of successful change management involve the following elements:
Determining the need for change triggered by on-going business analysis, changes to
external conditions, identification of new opportunities, etc.
Developing a case for change, including options, risks and resource implications.
Communicating the vision for change, presenting a compelling narrative that sets out how
the new situation will be better.
Developing a strategy and plan for change, having clear project management procedures,
clear accountability, objectives and timelines.
Managing the change process, seeking tangible benefits and embedding new systems,
processes and cultures into everyday activity (University of Bath, 2013).
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This framework is useful for change agents at universities to start the change
management process.
In case of Latvia, universities faced major changes regarding the requirement of
elaboration and implementation of the Development Strategy. This requirement was defined
in order to ensure the successful implementation of the EU structural funds for the
development of infrastructure of research institutions. During the process of elaboration of the
development strategies, universities had to involve the stakeholders discussing all reforms that
university would take up in 5-7 years. Taking into account that the Development Strategy
contains information on changes regarding the development of human resources, research
focus, institutional development, etc., the process of engagement of stakeholders was crucial.
That process was especially challenging for big universities, taking into account the wide
range of stakeholders and the complicated structure. In this context, the experience of the
University of Latvia will be analysed.
The University of Latvia was founded in 1919 and currently, with its more than 14 000
students, 13 faculties and over 20 research institutes and independent study centres, is one of
the largest comprehensive and leading research universities in the Baltics. The University
offers more than 130 state accredited academic and professional study programmes. At the
University of Latvia, research is conducted in over 50 research fields, which represent three
main areas of inquiry: the humanities, natural sciences, social sciences. The University of
Latvia pays great attention to the development of international collaboration (University of
Latvia 2016).
During the elaboration of the Development Strategy, all the relevant stakeholders were
involved – the administration, academics, students, sectoral associations, and ministries.
During the elaboration of the strategy, the Implementation plan for the development strategy
was prepared. Besides the activities concerning the thematic implementation of the strategy,
the plan contained activities related to change management (see Fig.4).

Figure 4. Change management process in the University of Latvia regarding the
implementation of Development Strategy
Source: developed by the authors based on University of Latvia 2016.

The head of the administration of the University of Latvia is responsible for setting up a
change management team and the development of change management plan. Various
stakeholders’ representatives are included in the change management team – representatives
of the administration, Student Council, faculties, research institutions, etc. In addition, Head
of the administration coordinates the process of implementation of the Development Strategy
and monitors the successful implementation of changes in the university.
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Conclusions/proposals/recommendations
1.

2.

3.

4.

Today, managing change in universities is one of the most daunting challenges faced by
senior managers in organizations, taking into account the resistance of university to
change on the one hand and powerful combination of changes that has been bearing down
on universities during the last years on the other hand.
All barriers for successful change management in universities could be classified into
three main groups: barriers that are related to the lack of awareness, resources and the
structure of higher education. All these barriers are related to human factors such as
organizational culture, resistance against change, empowerment and involvement,
internal communication on changes. It is very important to focus on the human factors
during the implementation of changes.
It is admitted that the key feature that distinguishes successful change management in
universities is effective stakeholder engagement. It could be realised by using both – topdown and bottom-up approaches. There are different methods how to ensure stakeholders’
engagement during the change process in universities – via e-mail, newsletters, posters,
open forums and conferences, road shows and videos, team briefings, focus groups,
demonstrations, and helpdesk. Each method has its own advantages taking into account
the specific features of a university, the stage of the change management process, the
level of stakeholders’ resistance, organization culture, etc.
Universities dealing with changes have developed successful practice how to overcome
challenges regarding the change resistance of stakeholders. One of the effective methods
is to involve stakeholders in change management process is through a simulation game.
The results of the research show that this method is more effective than lectures. In
addition, there are specific recommendations formulated regarding successful change
management in universities such as determination of need for change, developing the
case for change, communication of the vision of change, development of planning
documents regarding the change management. In case of the change management of
universities in Latvia, the universities face great challenges during the elaboration and
implementation of their Development Strategies. Focusing on stakeholders’ engagement
and effective communication were the key factors during the change management process.
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Kopsavilkums
Ceļā uz efektīvu pārmaiņu vadību universitātēs: Latvijas piemērs
Augstākajai izglītībai ir izšķiroša nozīme, nodrošinot augsta līmeņa darbaspēku valsts sociālajai, politiskajai un
ekonomiskajai attīstībai. Šim mērķim ir nepieciešama augstākās izglītības sektora efektīva pārvaldība. Pēdējos
gados Latvijā ir ieviesta virkne reformu, kas saistītas ar augstākās izglītības un pētniecības institūcijām: pētījumu
resursu konsolidācija, finanšu resursu nestabilitāte, negatīvas demogrāfiskās tendencies, no vienas puses, un
nepieciešamība pēc izcilības, iesaistīšanās Eiropas augstākās izglītības un pētniecības telpā, no otras puses. Visas
šīs pārmaiņas piespiež universitātes nodrošināt efektīvu pārmaiņu vadību, lai sasniegtu vērienīgus plānošanas
dokumentu mērķus. Šajā rakstā ir apskatītas zinātniskās publikācijas, kas saistītas ar izmaiņu vadības efektivitāti
universitātēs. Darba mērķis ir analizēt zinātniskajā literatūrā pētītās pārmaiņu vadības īpatnības universitātēs,
papildus pētīt Latvijas Universitātes pārmaiņu vadību Attīstības stratēģijas izstrādē. Šajā pētījumā tiek veikta
zinātnisko publikāciju un zinātnisko pētījumu analīze, kā arī izmantota situācijas analīzes (case study) metode.
Galvenais publikācijas secinājums: analizējot zinātnisko literatūru par izmaiņu vadību, autors secina, ka izmaiņu
īstenošanai universitātēs prasa īpašas koncepcijas, kuras ir jāattīsta.
Atslēgas vārdi: universitāte, pārmaiņu vadība, Latvijas Universitāte.

Резюме
На пути к эффективному управлению изменениями в университетах:
латвийский пример
Высшее образование играет решающую роль в обеспечении высокого уровня рабочей силы для
социально-политического и экономического развития нации. Для этого необходимо эффективное
управление этим образовательным сектором. Мощная комбинация сил изменений в последние годы
оказывает влияние на высшие учебные заведения и исследовательские институты в Латвии:
консолидация исследовательских ресурсов, плавающий уровень финансовых ресурсов, негативные
демографические тенденции, с одной стороны, и необходимость совершенствования и участия в
Европейском ареале высшего образовании и исследований, с другой стороны. В совокупности эти
изменения заставляют университеты обеспечивать эффективное управление изменениями для
достижения амбициозных целей, установленных в документах планирования. Эта статья содержит обзор
научных публикаций, посвященных эффективности управления изменениями в университетах. Целью
данной статьи является анализ особенностей управления изменениями в университетах,
проанализированных в научной литературе, в дополнение исследования управления изменениями в
Университете Латвии при разработке Стратегии развития. В рамках этого исследования проводится
анализ научных публикаций и научных исследований, а также применяется метод исследования (case
study). Основной вывод статьи: проводя анализ научной литературы по управлению изменениями,
авторы приходят к выводу, что управление изменений в университетах требует конкретных концепций, и
их необходимо развивать.
Ключевые слова: университет, управление изменениями, Латвийский университет.
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ONLINE COMMUNICATION AND CIVIC ENGAGEMENT.
A CASE STUDY OF THE EUROPEAN PARLIAMENT
ON SOCIAL MEDIA
The paper discusses citizens’ engagement in issues of the European Union, where the lack of knowledge about
the European Citizenship is a problem that prevents citizens from using their opportunities in the European
Union. As a possible solution to this problem, the paper suggests social media that can be used for direct twoway communication, and thus also serve as a tool for educating people about the European Union and fostering
their civic engagement. With the aim to investigate this potential, publications and academic literature about
civic engagement, social media and European Citizenship are analysed as well as content analysis of the
European Parliament’s social media accounts in Latvian is conducted. The case study provides a notion about the
main topics that are represented in the social media accounts analysed and describes the European Parliament’s
publication style. In the case study, the data about citizens’ feedback to the social media entries are collected and
analysed, providing information on how this social media content is perceived and which topics and publication
styles are more favourable to the social media readers. The results of the study suggest that the European
Parliament does not successfully utilize the opportunity of two-way communication provided by social media;
therefore, the potential to foster citizens’ knowledge about the European Union issues is not fulfilled.
Key words: civic engagement, European citizenship, European Parliament, social media, the youth.
JEL codes: L86, M15, O31

Introduction
The rise of the second-generation internet or Web 2.0 in the first decade of the twentyfirst century has given an opportunity for people not only to perceive information that is
published on the internet, but also participate in the communication process. That has become
especially easy since the development of social media platforms, such as Facebook.com or
Twitter.com. Furthermore, social media provide direct communication without third party
interruption unlike traditional media where a journalist or a content editor can decide what
information goes public and what stays on the desk. For institutions, such as the European
Parliament or the European Commission, it means an opportunity to be closer to their citizens
than ever before. Social media offer an unprecedented possibility to deliver information directly
to people, as well as to receive their feedback in the form of commentary, direct messages,
and “like” buttons. Furthermore, social media platforms are suitable for publishing visual
material, for example, pictures, video or infographics that help to explain difficult information.
Positive aspects of social media are recognised not only by advertisers but also by
academics, raising discussions of the potential to use them for educational or democratic
purposes. Besides, European institutions obviously are aware of the positive effects that social
media can offer for the communication with citizens; at least that can be presumed by
evaluating the activities implemented by European institutions on social media. The European
Parliament started to use social media for 2009 election campaign. Since then the use of social
media by European institutions has increased impressively. According to the search tool of
the EU social networks, European institutions publish information to more than 10 different
social media platforms, and search tool provides the data about more than 15 different
European institutions and agencies (European Commission 2017). Each institution usually has
more than one social media account and often individual accounts are made for public
officials, funding and cooperation programs or even special events, thus, in total, there might
be a few thousands of social media accounts that provide information about the EU issues.
Theoretically, that is a sufficient offer of social media resources for people to get to know
information about the EU issues if this supply is measured by a number of social media
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accounts that are operated by European institutions. Besides, this content can be used by
anyone who has access to the internet, either this person lives in Western Europe or further
away from Brussels, for example, in Latvia. Furthermore, information and news published by
the EU institutions to social media can reach citizens at the time of publishing. Thomas A.
Bryer (2013, p. 46) formulates this optimistic viewpoint in the following way: “Once an
internet connection is available, it does not take much effort or time to log in to a city
Facebook page or Twitter feed. Thus, a greater number of citizens can be engaged in the
governmental and civic processes.” In Latvia, the internet is very well available; in 2016 there
was internet access in 94.5 percent of households that have at least one child (Central
Statistical Bureau of Latvia 2017). People in Latvia actively use social media. According to
the Eurostat database “Youth in the Digital World”, 92 percent of the youth in 2015
participated in social networks and among the youth of age 16 – 19, this proportion was even
bigger – 96 percent (Eurostat 2017). Thus, there is a significant potential that content
produced by European institutions on social media can reach people in Latvia and engage
them in two-way communication.
The research done by the author analyses how this potential is fulfilled in a case study of
Latvian accounts of the European Parliament’s social media. The aim of the study is to
identify the potential of social media to be used by institutions for a two-way communication
with citizens. To achieve this aim, several objectives are carried out: academic publications
and statistical data about the use of social media, civic engagement and European citizenship
are gathered and analysed; special content analysis methodology is created to analyse social
media publications; and a case study of Latvian accounts of the European Parliament’s social
media is implemented by collecting data and analysing their correlations and trends. The
research question is: what is the potential of information published to Latvian accounts of the
European Parliament’s social media to shape the notion about the European citizenship for the
Latvian youth? The answer to this question provides knowledge about possibilities to use
social media for two-way communication in future. In the study, social media accounts are
analysed by using the method of content analysis developed by the author. The content of
Latvian accounts of the European Parliament’s social media is analysed according to more
than 70 different indicators and sub-indicators providing data about publication patterns,
topics covered by the European Parliament, and the feedback that published messages have
received. Within this study the content of Latvian accounts of the European Parliament’s
social media is analysed for the first time with the purpose to find out how it might shape the
notion of European citizenship for the youth. Besides, this study complements the studies
about the concept of the European citizenship, which is an underestimated topic in Latvia and
there is a need for broader academic discussions.
Theoretical discussion
The turnout rates of the European Union elections for the past few decades suggest that
there is a growing deficit of democracy, for example, the turnout rate in the latest European
Parliament elections in 2014 was 42.6 percent (European Parliament 2014) which was the alltime lowest result of citizen participation. Hence, less than half of citizens determined the
next members of the European Parliament, although decisions of the European Parliament
affect everyone, including those who do not participate in the elections. If only a small part of
society takes part in elections, public meetings and other democratic processes, the very
essence of democracy might be questioned. Thus, for democracy it is necessary to educate the
society about civic participation, to assure that citizens are aware of their rights and
participate in the future development of their countries. In a study of the youth’s participation
in the European democratic life, it is pointed out why there is a need to educate the youth
about the importance of civic engagement: “The first two elections in the life of a voter are
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key in determining their long-term participation. Those who do not participate in the first two
elections after they are eligible to vote are likely to become habitual abstentionists, but those
who do are likely to become habitual participants.” (EACEA 2013, p. 9). It is also important
to ensure the youth’s participation in democratic processes as they are the ones whose life and
future opportunities will be affected by decisions made by nowadays politicians. Moreover,
the youth’s participation ensures legitimacy, as “without their consent and commitment, the
authority of politicians and policy-makers to represent the values and interests of future
citizens is called into question” (Loader, Vromen, & Xenos 2014, p. 148). Thus, for
politicians, it should be important to reach out to the youth and involve them in the decisionmaking process. As the youth are active online, social media might be the way that
institutions can use to address them. Lucia Vesnic-Alujevic (2013A) in her article about the
youth and political communication also supports the viewpoint that the internet can be used to
engage the youth in the democratic processes. The substantiation for institutions to use social
media is highlighted by Manuel Castells who states that nowadays media system is global, but
at the same time it has an impact on the local level that not always correspond to the interests
of local government. Therefore, institutions should also participate in the global public sphere
and particularly the internet to ensure that they are heard by citizens (Castells 2008, p. 90). In
the study of Web 2.0 integration in the EU local governments, Bonsón et al recognise four
areas where the use of internet technologies can give positive impact: “Improvement of public
sector transparency; Improvement of policy making; Improvement of public services: more
innovative mechanisms for service; and Improvement of knowledge management and crossagency cooperation” (Bonsón, Torres, Royo, & Flores 2012, p. 126). In the study on the use
of social media in 75 largest cities in the USA from 2009 to 2011 it is recognized that “The
rapid adoption of social networks by governments is remarkable. Within the span of only two
years, adoption among the largest U.S. cities increased as much as six times over for some
social media.” (Mossberger, Wu, & Crawford 2013, p. 356).
In the last decade, the use of social media by institutions has been widely studied by
academics. Darren G. Lilleker and Karolina Koc-Michalska studied communication strategies
of the members of the European Parliament, identifying three strategies: informational
service-oriented home style; personalised impression management; and participatory
communication strategy. The results of their study suggested that “participatory
communication strategy may be the mode of the future” (Lilleker & Koc-Michalska 2013, p.
203). With the case study of the 2010 municipal elections in Calgary, Canada, Delia
Dumitrica has confirmed that social media can be used to attract the youth and encourage
their participation in elections as their engagement is driven by three factors: “the feeling of
being part of a community, the ability to access and share information, and the possibility of
engaging in personal communication with politicians and other citizens” (Dumitrica 2016, p.
8). In the study conducted during the 2010 Swedish national election campaign, it was
concluded that “use of social media for political purposes can increase political interest and
offline political participation over time” (Holt, Shehata, Stromback, & Ljungberg 2013, p.
31). The results of the study about British politician Facebook and Twitter followers also
suggested that “the social media support for the main political parties in the UK is a
significant force” (Bartlett, Bennett, Birnie, & Wibberley 2013, p. 11). Nevertheless, a study
from Italy analysed social media activities of local municipalities and citizens’ motivation to
become fans of municipalities’ Facebook pages, concluding that “citizens believe that public
institutions are managing their Facebook pages in a way that is far from fulfilling the
expectations of their fans. This problem could be the result of a general lack of strategy and
vision among Italian public administrations’ PR practitioners.” (Lovari & Parisi 2015, p. 212).
Lucia Vesnic-Alujevic points out that social media can be used for attracting citizens and
enhancing their participation with the condition that there is two-way communication in this
process. “If citizens do not get the impression that what they say is valued and listened to, the
online strategy will not be very successful” (Vesnic-Alujevic 2013B, p. 13).
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In this study, the author analyses how the information published on social media can
affect citizens’ knowledge about the European Union and notion about citizen rights and
duties. Rights and duties of the EU citizens are described with the concept of European
citizenship established by the Treaty of Maastricht on European Union (EU Publications
Office 2010). However, when analysing the European citizenship, it cannot be perceived the
same as a national citizenship. Samantha Besson and André Utzinger remind in their
publication about the European citizenship that it can be gained only if a person is beforehand
an EU citizen and it “is not meant to replace national citizenship” (Besson & Utzinger 2008,
p. 190), which gives a more complex meaning to the European citizenship. In order to make
the structure of the concept of European citizenship transparent, this study uses the
distribution suggested by Richard Bellamy, in which the European citizenship is considered
from three aspects: a sense of belonging, citizen rights, and citizen participation (Bellamy
2008, p. 598). These aspects help to recognise values that are gathered under the concept of
European citizenship even if people do not see themselves as European citizens, which is also
the case in Latvia where European citizenship as a concept is rarely discussed and used in the
sphere of public information. In general, there could be several reasons why people do not
identify themselves as European citizens, for example, a strong national identity, as it is in
Latvia. According to the study about student EU knowledge at European schools, one of the
reasons for low participation at the EU level can also be the lack of information about the
European Union (DG EAC 2013, p. 4). In Latvian schools, there is no separate subject about
the EU, thus the main source of information on the EU can be friends, mass media or the
internet. Therefore, social media has the potential to be used as a bridge between EU
institutions and citizens, especially the youth, to foster their knowledge about the EU. To
determine how this potential is fulfilled in Latvia, the author has conducted the study and
presents its results in this particular paper.
Research results and discussion
In the present study, the content of Latvian accounts of the European Parliament’s social
media is analysed. There are four accounts that are maintained by the European Parliament in
Latvian: one account on Facebook.com (Facebook1); one account on Latvian regional social
media Draugiem.lv (Draugiem1); and two accounts on Twitter.com: Twitter1 is maintained
by the European Parliament’s Information Office in Riga, and Twitter2, where information is
published by the European Parliament’s web team. The period of content analysis is six months:
from July 2015 till the end of December 2015; and in this period 1348 entries were published
and subsequently analysed: 261 entries from Facebook1; 206 entries from Draugiem1; 401
entries from Twitter1 and 480 entries from Twitter2. At the time of the study, the total
number of followers of the accounts was close to fourteen thousand. The content on social
media entries is analysed according to more than 70 different indicators and sub-indicators
that are divided into three large groups: content indicators; message indicators; and feedback
indicators. Overall, the results of the research provide the data about the publication style of
the European Parliament’s social media, the most frequently discussed topics and feedback
that social media content has received from people. The results of the research illuminate the
topics and publication styles that receive more feedback and therefore can be used to attract
the attention of social media users and foster two-way communication in future.
Research methodology
The first group of indicators is related to the content of the social media entries,
identifying how technical possibilities of social media are exercised. The use of technical
possibilities can affect how well social media entries reach their audience; if they stand out in
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the overall social media news feed; and if they get feedback from the audience. In the present
research, the following content indicators are recognised:
– The use of visual material (picture; infographic; video material; animation; poster;
illustration; and entry where visual material is not used);
– a link to external material as a part of published information (a link to an online page; a
link to other social media; a link to online mass media; a link to some other content that
does not belong to the previously mentioned categories);
– The use of tagging (tagging other social media users either in the text or on visual
material).
The second group of indicators provides semantic indications on aspects of the
European citizenship, showing which EU topics and European citizenship aspects are
represented in social media entries. In the research, the following message indicators are
recognised:
– The sense of belonging (entries that enlarge the knowledge about the EU, its values and
topical events; for example, entries about the European citizenship; the history of the EU;
news about the EU; information about EU institutions and their representatives; and the
representation of Latvia as an active member state of the EU);
– Rights of citizens (entries that improve the awareness of citizen rights in the EU; for
example, nondiscrimination; freedom of speech; right to participate in the EP elections;
and entries that relate to four freedoms of the EU citizens);
– Citizen participation (entries representing possibilities for citizens to engage in the EU; for
example, to vote in the EP elections; to participate in contests organised by some EU
institution; to apply for a job or a trainee position in a certain EU institution; to use EU
funding; and to take part in an event organised by EU institution);
– Call for action (entries that directly invite people to take action; for example, to answer a
question or write commentaries about some topic; to forward a message to followers; and
to press a link that is published in the entry);
– Representation of topics about the youth (entries about the youth and entries directly
addressing the youth).
The third group of indicators are related to the data about different types of feedback
that the social media entries receive. In the content analysis used in this research, feedback
indicators provide the notion about the success of the European Parliament’s social media
entries, stating that the entries receiving more feedback are also the ones that have more
visibility and impact on the social media audience. The following feedback indicators are
recognised:
– Liking (clicking on the “Like” button by social media entry to show approval of the
content. In some cases, for Draugiem1 and Facebook1 this works in the same way as
sharing, as the followers of this person are also able to see the content that their friend has
liked);
– Sharing (sharing social media entry with one’s followers, thus, increasing the reach of the
social media message);
– The use of commentary section (writing commentaries under social media entries);
– The content of commentary section (in the research, the attitude manifested in
commentaries is also analysed – whether it is supportive, negative or neutral).
The indicators considered in the research identify how the European Parliament uses
social media possibilities and what topics are represented in the social media entries. By using
this content analysis as an observation method, the information about the feedback that social
media entries receive provides the notion about the indications of two-way communication –
how many of followers react to the content, which entries and topics they prefer and how well
they react to call-for-action stimuli in the entries. The research results highlight several traits
about the use of social media and two-way communication possibilities that should be
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considered for the future not only by the European Parliament’s social media content creators
but rather by any public institution that cares to use social media not only for posting their
information but also for engaging the audience.
Analysis of the results
It is possible to incorporate visual material in all three social media platforms analysed;
however, there are different intensities as to how often this opportunity is used on each
account. On Facebook1 and Draugiem1, less than 2% of entries do not contain any visual
material; more than 50% entries are accompanied with pictures as the most frequently used
visual material. On Twitter1, 49% of entries are without any visual material, resulting in a
lower feedback from users; from entries not containing any visual material, 77% have not
received any likes, thereby suggesting that those entries were either not interesting to
followers, or they were not noticed at all. Figure 1 demonstrates the correlation between
visual material that is used and likes on average that each entry received on Facebook1. On
average, entries with photos and posters receive more likes than entries with other visual
material or without visual material. When comparing how much likes on average social media
entries receive, Facebook1 entries in general receive more feedback; for Twitter, each entry
receives three likes on average, but, for Draugiem1, even less.

Figure 1. European Parliament’s Facebook1 entries from July 1, 2015
to December 31, 2015. The use of visual material in the entries (total number of
likes received for each type of visual material and likes on average for each entry)
Source: developed by the author based on results of the study.

The attention of social media followers can be attracted not only by means of visual and
textual content; there are also technical options for this purpose. One of them is tagging other
users to the text or the visual material. In most cases, they will get a notification about tagging
and will either read that social media entry or even share it with their followers. This option is
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actively used by the European Parliament, especially on Facebook1, where it is done 996
times, and on Twitter1 with 791 times within the analysed six-month period. However, the
tagging is done chaotically, tagging users that are not directly connected with the content; for
example, if the entry is about an event that takes place in a certain town, tagged persons are
everyone who is related to this town, even small entrepreneurs. The number of tagged users is
irregular: there are entries without any tagging and entries with a lot of tagging. The most
tagged entry on Facebook1 has 42 tagged users. It has received 16 likes and two shares, and
the effort from the tagged users is 10 likes. Nevertheless, this unreasoned tagging usually does
not result in better feedback results, and in the study no correlation has been found between
the number of tagged users and the feedback results. Perhaps, if more attention was paid when
selecting which person and to what entries are tagged, the results would be better. The chaotic
tagging used so far could result in an opposite outcome where tagged users grow tired from
the tagging frequency and they discontinue following the social media account, as well as
institution’s communication on social media might be seen as spamming and therefore
discourage new potential followers.
The research has also analysed the representation of European citizenship topics in the
European Parliament’s social media entries. As shown in Figure 2, the most often used
European citizenship aspect is the sense of belonging.

Figure 2. Latvian accounts of the European Parliament’s social media
from July 1, 2015 to December 31, 2015. The representation of the European citizenship
aspects: sense of belonging, rights of citizens, and participation (the number of
times each aspect is represented in the entries)
Source: developed by the author based on results of the study.

Furthermore, from entries representing the sense of belonging, more than 80 percent of
cases are related to information about the EU institutions, their representatives and daily
events. Thereby, the results of the research suggest that the European Parliament uses social
media not so much as a tool for educating people about the EU issues but rather just for
informing about topical events, similar to what is done in regular mass media.
The data on the feedback suggest that followers are more interested in the entries about
other two aspects – participation and citizen rights. Figure 3 demonstrates the likes on average
and the retweets on average that Twitter2 entries have received about the aspect of the sense
of belonging. Hereby, each topic has received from 0.3 to 1.3 likes on average and from 0.4 to
1.8 retweets on average. According to these feedback results, the most popular topics are
citizenship and entries showing Latvia as a part of the EU. However, entries about the EU
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institutions and their representatives that dominate the European Parliament’s social media
news feed have received only 0.6 likes on average and 0.7 retweets on average, which indicates
that followers are either not much interested in those entries or they have not noticed them.

Figure 3. The European Parliament’s Twitter2 entries from July 1, 2015
to December 31, 2015. Entries about sense of belonging (likes on average and
retweets on average that each topic has received)
Source: developed by the author based on results of the study.

There are several call-for-action methods used by the European Parliament on social
media entries. Figure 4 demonstrates four most frequently used methods, and there are obvious
differences in each social media account.

Figure 4. Latvian accounts of the European Parliament’s social media
from July 1, 2015 to December 31, 2015. Most popular call-for-action types used
in the entries (number of entries)
Source: developed by the author based on results of the study.
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On both Twitter accounts, the most used method is to ask to click a link that provides
more information. That is logical as Twitter entries can be only 140 characters long, thus not
much can be written and providing a link can ensure that followers receive more information
about the current subject. At the same time, asking followers to click on the link results in
leaving the social media, and it can lower the possibility to develop two-way communication.
The content on the European Parliament’s social media accounts is duplicating, as the
same or similar information is published in the entries on Facebook1 and Draugiem1, as well
as sometimes on both Twitter accounts. There are differences in the level of feedback that this
content receives from the youth in each of the social media accounts considered. As it can be
seen from the data displayed in Figure 5, for communication with the youth, Facebook1
would be the best choice, at the same time the feedback differences suggest that young people
are either not active followers in Draugiem1 and Twitter accounts or their proportion from the
total number of followers is smaller, hence, there are different audiences for each social media
account.

Figure 5. Latvian accounts of the European Parliament’s social media from July 1, 2015,
to December 31, 2015. Likes and retweets/shares received from the youth (total number
of each type of feedback and total number of entries per social media)
Source: developed by the author based on results of the study.

One of the classical forms of two-way communication that is available also on social
media is commentary section where followers can respond to questions asked in the entry or
give their opinion and thoughts about the published content. In the analysed period of time,
the most commentaries are made to the Facebook1 posts – 220, for each Twitter account there
are slightly more than 50 commentaries, but Draugiem1 entries have received only 19
commentaries in total. There are entries that directly ask followers to give their opinion but
have not received any commentaries, thus, in general, the feedback in the commentary section
indicates that the European Parliament does not successfully encourage its followers to
engage in two-way communication.
Conclusions
1.

The content analysis of the Latvian accounts of the European Parliament’s social media
confirms that the content creators are aware of the technical possibilities of social media:
they use visual material and tagging, publish voting questions and encourage followers to
share information and give their opinion in the commentary section. However, the results
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2.

3.

4.

of the research suggest that the technical possibilities of social media are used chaotically
and without a well-considered aim, thus followers’ feedback is irregular and there are
entries that do not get any feedback at all.
The feedback data provides the evidence that the followers of each social media account
represent diverse age groups; the favourite social media account for the youth is
Facebook1, but on Draugiem1 more feedback is received from the middle-aged
generation. Nevertheless, the content in the analysed social media accounts suggest that
those differences of the followers age groups are not considered by content creators. In
the case of Draugiem1, 95 percent of information published in the entries is similar or the
same as in the entries published on one or several other accounts analysed, however, they
receive less feedback than the other accounts, suggesting that the European Parliament is
not able to deliver the message that is interesting to the particular audience of Draugiem1.
To receive better feedback, different content and approach should be used for each
account.
The results of the study suggest that the European Parliament does not successfully use
the potential of social media in developing better knowledge about the European
citizenship to the youth. More than 80 percent of the entries are solely about one aspect of
the European citizenship, namely, the sense of belonging; at the same time, the youth
give more feedback to the entries about participation. Thereby, the conclusion is that the
Latvian accounts of the European Parliament’s social media represent an incomplete
notion of the European citizenship; moreover, the dominating topics in the entries do not
receive as much feedback from the youth as the topics that get four to six times less
publicity. If the proportion of topics was changed, taking into account the followers’
interests as it is seen from the feedback results, it could help to engage followers in a twoway communication more successfully.
In general, institutions have fewer followers on social media and receive less feedback
than entertainment pages or pages of pop-culture celebrities. That is also the case with the
Latvian accounts of the European Parliament’s social media. However, in the situation
when an institution should work harder to attract its audience, the results of the study
suggest that communication is chaotic and not well considered, and the European
Parliament uses social media rather as a top-down one-way communication tool. To
successfully use the social media potential for direct two-way communication, there must
be more accurate communication strategies used that would take into account different
audiences and consider citizens’ opinion and priorities when the decision is made about
topics to be represented on the social media entries.
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Kopsavilkums
Saziņa tiešsaistē un sabiedrības līdzdalība.
Piemēra analīze – Eiropas Parlamenta komunikācija sociālajos medijos
Viens no Eiropas Savienības iedzīvotāju līdzdalību bremzējošiem faktoriem ir sabiedrības nepietiekamās
zināšanas par Eiropas pilsoņu tiesībām, kas liedz pilnībā izmantot iespējas, ko sniedz dzīvošana Eiropas
Savienībā. Kā risinājums šai problēmai publikācijā tiek piedāvāta sociālo mediju izmantošana, kas spēj
nodrošināt nepastarpinātu divvirzienu komunikāciju starp institūcijām un sabiedrību, līdz ar to arī iespēju izglītot
un informēt sabiedrību par tiesībām un iespējām Eiropas Savienībā. Lai apzinātu sociālo mediju izmantošanas
potenciālu Eiropas Pilsonības izpratnes veicināšanā, tika analizētas publikācijas par Eiropas Pilsonības, sociālo
mediju un sabiedrības līdzdalības tematiem, kā arī veikta publicētā satura analīze Eiropas Parlamenta latviešu
valodā esošajos sociālo mediju kontos. Piemēra analīzē ir apkopoti dati par publicēto saturu un izmantotajiem
publicēšanas paņēmieniem, kā arī sabiedrības sniegto atgriezenisko saiti. Pētījuma rezultāti parāda, ka Eiropas
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Parlamenta latviešu valodā esošo sociālo mediju kontu satura veidotāji nepilnvērtīgi lieto sociālo mediju
nodrošinātās divu virzienu komunikācijas iespējas, līdz ar to arī netiek pietiekami īstenots potenciāls, lai šādi
uzlabotu iedzīvotāju izpratni par ES tematiem un Eiropas pilsonības sniegtajām iespējām.
Atslēgas vārdi: Eiropas Parlaments, Eiropas pilsonība, jaunieši, sabiedrības līdzdalība, sociālie mediji.

Резюме
Онлайн-общение и участие общественности:
пример коммуникации Европейского парламента в социальных сетях
Одним из факторов, препятствующих участию граждан Европейского Союза, является недостаточное
знание общества о правах европейских граждан, что препятствует полному осуществлению
возможностей, предоставляемых жильем в Европейском союзе. В качестве решения этой проблемы
публикация предлагает использовать социальные сети, способные обеспечить прямую двустороннюю
связь между учреждениями и общественностью, а также возможность просвещать и информировать
общественность о правах и возможностях в Европейском союзе. Для изучения потенциала использования
социальных сетей в продвижении европейского гражданства были проанализированы публикации о
гражданстве, социальных медиа и участии общественности в Европе, а также анализ опубликованного
содержания на счетах в социальных сетях Европейского парламента на латышском языке. Анализ
выборки обобщает опубликованный контент и используемые методы публикации, а также отзывы,
предоставленные компанией. Результаты исследования показывают, что создатели социальных медиа в
Европейском парламенте на латышском языке злоупотребляют возможностями двусторонней
коммуникации, предоставляемыми социальными сетями, а также недостаточно понимают потенциал
повышения осведомленности граждан о проблемах и возможностях ЕС, предоставляемых европейским
гражданством.
Ключевые слова: Европейский парламент, европейское гражданство, молодежь, участие
общественности, социальные медиа.
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THE INSTRUMENTS OF STATE FINANCIAL STIMULATION OF
INNOVATIVE ACTIVITY IN THE USA AND THE EUROPEAN UNION
In a period of fast improvement of the productive forces, the innovations are the main driving force of economic
development of a country. The innovative development of economy is a complex dynamic process that generates
a lot of problems, in the solution of which the important role belongs to the state. The research of effective
measures of state support for innovative activity in the USA and the EU as advanced foreign countries can help
in solving the problems in financing innovative activity. The aim of the study is to research the instruments of
state financial stimulation of innovative activity in the USA and the European Union. The research methodology:
synthesis, content-analysis of the data, and functional classification. Originality/value of the study: for successful
scientific and technological development of any country there should be a thoroughly developed system of state
financial instruments aimed at stimulating scientific, technical and investment activity, including administrative
and indirect methods of implementation of the innovative policy. It is emphasized that effective scientific and
technical base cannot be created without an active regulatory role of the state. The research findings: the role and
the place of state regulation of innovative activity in the social and economic policy of the USA and EU
countries are determined. The classification of instruments of state stimulation of innovative activity in the field
of financial support for innovative organizations in the USA and the EU is presented; in particular, the
mechanisms of formation of economic incentives, tax instruments that contribute to the accelerated transition of
the economy to innovative way of development in the USA and the EU are investigated.
Key words: state stimulation of innovative activity, tax incentives, financing innovation.
JEL code: O32

Introduction
State regulation and promotion of scientific and technological progress has been carried
out and is currently being implemented throughout the world, including also the developed
countries. For the successful scientific and technological development of any country there
should be thoroughly developed system of instruments of state stimulation of scientifictechnical and investment activity, including administrative and indirect methods of innovation
policy implementation. An effective scientific and technical base cannot be created without an
active regulatory role of the state.
In this regard, the study analyses a share of expenditure on R&D in gross national
product of the developed countries, the methods of influence of states on innovative activity.
The author explores the instruments of the state stimulation of innovative activity in the field
of development of legal framework and state programs in developed countries (the USA,
Austria, Bulgaria, Great Britain, Hungary, Germany, Denmark, Spain, Lithuania, Latvia, etc.),
as well as in the field of financial support for innovative organizations in the USA and the EU.
Theoretical discussion
The most important precondition for scientific and technological development of any
state is the state stimulation of innovative activity (Santo 2006). The mechanisms of
regulation of science, technology and innovation policy in countries of the world community
are various, because in different countries the ratio of functions of the state and the market is
not the same, there are different organizational structures of science management.
The impact of government can either empower implementation opportunities and
coordinate innovation activity, or, on the contrary, hinder the achievement of assigned
purposes. The state body chooses certain measures of influence allowing for changes in the
economic behaviour of innovative companies in the process of developing innovative product.
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The purpose of the state innovation policy is the creation and the consumption of
innovations satisfying personal and social needs: the increase in the technological level of
production and competitiveness of products and services, ensuring the output of innovative
products to domestic and foreign markets, the creation of economic, legal and organizational
conditions for the formation of innovative environment, attraction of investment resources
from various sources, including foreign investment, support of small and medium-sized
businesses. The need of long-term forecasting of results of scientific-technical and innovative
activity is one of the reasons for an active involvement of the state in innovative activity
(Novitsky 2010).
Different countries have different proportions of R&D expenditures in the gross
national product. The United States of America was among the top ten leading countries on
the R&D expenditures in 2014. In that year, in the United States of America, R&D
expenditures were in accordance with the purchasing power parity (hereinafter – PPP) of
national currencies of USD 456,977 million, which was 2.8% of the country's GDP (the 9th
place in the world). Overall, the top ten leaders in 2014 also included such countries as South
Korea (the 1st place in the world), Israel the 2nd place in the world), Finland (the 3rd place in
the world), and others (OECD 2014a).
The methods of a state’s influence in the field of innovative activity can be divided into
administrative and economic methods (Samoylov 2012). The administrative methods of
innovation policy are based on the legislative base. The administrative government
intervention in innovative activity is conditioned by the need to provide innovative way of
development of the economy and allow business entities to maintain a monopoly on novelty.
However, the most effective methods of state stimulation are the economic methods based on
the account of motivational factors of commodity production and differing from the
administrative methods by use of economic levers and regulators.The main functions of the
state bodies in the sphere of innovative activity include the coordination of innovative
activity, the accumulation of funds for innovation, stimulation of innovation, competition,
insurance of innovation risks, the creation of the legal framework of innovation processes
(including copyright protection of innovators and intellectual property protection), human
resources innovation activity, the formation of innovative infrastructure, regional regulation
of innovative processes, and the regulation of the international aspects of innovation processes
(Melnikova 2010).
Research results and discussion
The increase in the volume of resources involved in the innovation process and the
development of innovative activity define the need for cooperation of both private and public
entities (universities, government laboratories, organizations and others) (Eroshevich 2009).
The state, in addition to market regulation, initiates competition among producers (Tidd,
Bessant 2009). The market self-regulation is unable to ensure the implementation of
prospective research and developments related to high-risk and high costs. In this regard, the
task of the state is the formation of the system of support for small innovative businesses,
including the information support, training, and marketing research (Alimbayev,
Aymagambetov, Pritvorova 2010).
Another important component of the state support system for innovative activity is
financing. It is possible to distinguish the following main sources of financing for the
innovative sphere: the state (budget) assignments, off-budget funds, own funds of enterprises
and organizations, loans, funds of higher education institutions, funds of non-profit
organizations, foreign capital, and the population’s private savings. One of the new directions
of science financing is grant financing (Baldin, Peredryaev, Golov 2012).
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Funds can be provided to businesses at different stages of innovative activity, especially
in the early stages due to the high uncertainty of the results and the difficulty of assessing of
return of investment in them. Investment can be presented in the form of financing, lending,
leasing, stock transactions, planning and programming, as well in the form of the state
entrepreneurship and government orders (Lundwall, Gregersen, Johnson, Lorenz 2011).
Among the indirect economic methods, traditionally used ones are credit and tax policy,
tax and amortization regulation, protection of intellectual property rights, price regulation,
protectionism, promotion of the development of small innovative enterprises, stimulation of
the development of innovative infrastructure, regulation of international technological
exchange (regime of export and import control for technology transfer) (ОЭСР 2002).
The instruments of state stimulation of innovative activity in the field of financial
support for innovative organizations in the USA and the EU are shown in Table 1.
Table 1
The instruments of state stimulation of innovative activity in the field of
financial support for innovative organizations in the USA and the EU
Countries
USA, Austria, Bulgaria, Great
Britain, Hungary, Germany,
Denmark, Spain, Lithuania,
Latvia, Netherlands, Poland,
Slovak Republic, Finland,
France, Czech Republic,
Sweden
USA, Austria, Bulgaria, Great
Britain. Hungary, Germany,
Denmark, Latvia, Netherlands,
Finland. France, Czech
Republic, Sweden

USA, Austria, Great Britain,
Hungary, Germany, Denmark,
Netherlands, Poland, Finland,
Czech Republic, Sweden,
Latvia

USA, Germany, Netherlands,
Norway, Finland, Czech
Republic, Sweden, Latvia

USA, Germany, Netherlands,
Norway, Finland, Sweden,
Latvia

Instruments of the state stimulation of innovative activity
The allocation of funds from the state budget for the development of modern
industrial zones, the establishment and improvement of technological
industrial parks
Financial support for the development of scientific research departments
within clusters
The state financial support of the centres envisaged for the
commercialization of separate projects and developments having important
economic value
The formation of conditions for the development of groups of independent
and private organizations, funds that are directly involved in financing
research activity
Creating an effective system for allocating research funding
State financing of innovations not only in the field of engineering and
technology, but also in the sphere of services and commercial activities of
companies
The effective use of budgetary funds when implementing research in the
field of high technologies and the expansion of innovative activity
Support at the initial stage of business incubators, science and technology
parks, new companies, the founders of which are enterprises, research
institutes or universities and which are created with financial participation of
local authorities.
Provision of grants on a competitive basis, financing of which is aimed at
improving the innovative infrastructure of the regions, including
mechanisms for communicating information about the essence of
developments to the attention of potential consumers of innovations
of research and development and research centers of the small and medium
innovative scale enterprisesCreation of a venture capital financing system
for R&D and research centers for small and medium-sized innovative
enterprises
Transfer of a considerable part of the state financing to the disposal of
science and technology parks in the form of loans and share capital for
further investment in innovative companies
Creation of a system of concessional lending to small companies

Source: developed by the author based on OECD (2014a); Office of the European Union (2012).
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In recent years, the world leadersing countries of the world’s in scientific and
technological development have been increasing public and private spendingare growing state
and private spending on fundamental science, as well as other sectors that promoteconductive
to the generation and diffusion of innovationss in the the economy and the social sphere.
According to OECD estimates, the volume of annual corporate investments in “intellectual
assets” of the corporate sector in “intellectual assets” (R&D, patents and trademarks, training,
optimization of management system, etc.) in leading countries achieved reachedin the leading
countries 8-11 % of GDP, and in the USA – about 12 % (OECD, 2014b). At the same time,
the system of financing innovative activity is a complex intertwining of forms and sources
that differ in type of ownership, degree of centralization, as well as levels of owners and
forms of financing. Financing of innovation implies the provision of innovative activities by
various resources, which include not only cash, but also other capital investments expressed in
monetary terms, including basic and negotiable onesFinancing of innovations means
provision of innovative activity by various resources, which include not only cash, but also
expressed by other capital investments in monetary terms, including fixed and current assets,
property rights and intangible assets, credits, loans, etc. (Tyurina 2014).
Credit and tax policies are the most significant indirect methods (Bishimbayev 2013).
The credit policy regulates the volume of financial resources available for the financing of
innovations, as well as manages the level of loan interest. No less important role in innovation
policy is allotted to tax benefits, most of which are aimed at facilitating the implementation of
the achievements in scientific and technological progress. In the world practice, the following
types of tax incentives are used to stimulate innovation activity:
− reduction of income tax rates directed at R&D, preferential taxation of profits obtained as
a result of the use of patents, know-how and other intellectual property objects;
− attribution to current costs of expenses on certain types of equipment used in scientific
research;
− creation at the expense of profits of innovative special-purpose funds that are not taxable;
− taxation of profits of innovation-active small businesses and organizations at reduced
rates;
− “tax holidays” for several years on the profit gained from the implementation of
innovative projects;
− granting research and investment tax credit;
− preferential taxation of dividends of businesses and individuals received on shares of
innovative companies;
− transfer of a part of the profit to special accounts with the subsequent preferential taxation
in case of its use for innovation;
− reduction of taxable profits for the sum of the cost of devices and equipment transferred
to higher education institutions, research institutes and other innovative organizations,
etc.
In a generalized form, it is possible to distinguish three main groups of tax instruments
that stimulate innovative activity:
1) exemption from taxes of state non-profit organizations (value added tax, property tax,
land tax, as well as the cancellation of customs duties when importing scientific
equipment, etc.);
2) tax incentives that encourage companies to increase spending on research and
development;
3) tax incentives for start-up companies at early stages of their work.
Experience shows that tax benefits included in the first group do not provide any
significant incentives for additional investment in R&D. If state non-profit organizations are
forced to pay all taxes stipulated by the legislation, the state will have to compensate these
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costs by increasing the amount of financing. The only advantage of this group of tax benefits
is that the overall cost structure of state organizations will be relatively lower than that of
other organizations, which will enhance their competitiveness (Tax incentives … 2015).
To stimulate innovation, almost all leading countries now also have a well-conceived strategy
of scientific and technological development, which is implemented in practice and is provided
with the allocation of significant financial resources. Such strategies are carried out by the
USA, Japan, Germany, Great Britain, and other countries. The main emphasis in these
programmes is on increasing public investment in R&D in priority sectors, stimulating
domestic demand for high-tech products, adopting comprehensive measures to encourage
innovative activity of the private sector, especially small and medium-sized businesses, as
well as training qualified scientific and technical personnel (Ivanova 2015).
Conclusion
Thus, the variety of forms and the specificity of the results of innovative activity
suggest that the organization of its funding should be focused on a multiplicity of sources,
providing for fast and effective innovation, the growth of the financial impact of innovation.
At the same time, the significant role is devoted to the state. The special role of the state in the
financing of innovative activity is explained by a variety of reasons:
− Huge and growing amounts of the financial resources needed for the organization of
research, the remoteness in time of their profitable return limit the opportunities for private
capital investments in some areas of R&D, especially in fundamental research;
− The degree of R&D and the depth of penetration of scientific ideas and developments into
production become decisive factors in the competitiveness of the country at the world
market, which requires active participation of the state, including through the funding of
these processes.
State funding of innovative sphere allows performing very complicated scientific
research that can hardly been performed even by a very large private business, the practical
significance of which will manifest itself only in the very long term, as well as developing
essentially new directions of science and technology. Thanks to state funding, there have
appeared not only new products and technologies, but also entire sectors of economy – the
Internet, telecommunications, and biotechnology.
However, the availability of budget funds as sources of funding is not sufficient for the
development of innovative activity in the country. In this regard, in the developed countries of
the world, the leaders of science, the state directly finances scientific research, and with the
help of tax measures stimulates R&D expenditures of the private sector. Thus, nowadays, in
industrialized countries the absolute volume of public R&D expenditures is maintained at a
constant level, and the rate of financing from the private sources increases every year. In
addition, in recent years in the USA and the EU there is a steady trend in the formation of a
single national scientific and technological-innovative space, combining the principles of
partnership and cooperation of the state and private sectors of the national economy.
Bibliography
Alimbayev, A.A., Aymagambetov, E.B., Pritvorova, T.P. (2010) Innovative development of economy.
Karaganda: KEUK typography.
Baldin, K.V., Peredryaev, I.I., Golov, R.S. (2012) Investments in Innovation. Manual (2nd ed.). Moscow:
Dashkov and K.
Bishimbayev, V. (2013) Innovative infrastructure: experience and ways of development (4th ed.). Kazakhstan:
Kazakhstan truth.

44

Eroshevich, E. (2009) Public-private partnership in the scientific and technical sphere. Science and innovations,
12: 51–55.
Ivanova, N.I. (2015) Tax stimulation of innovative processes. Moscow: IMEMO RAN.
Lundwall, B.-A., Gregersen, B., Johnson, B., Lorenz, E. (2011) Innovation systems and economic development:
9na. Conferencia Internacional Clobelics. Buenos Aires (pp. 26–28).
Melnikova, I. (2010) Stimulation of scientific and innovative activities: international experience. Journal of
international law and international relations, 3: 8–10.
Novitsky, N. (2010) Innovative way of development of economy. Economist, 6: 5–7.
OECD. (2014a) OECD Science, Technology and Industry Outlook 2014. [http://stats.oecd.org/Index.aspx?
DataSetCode=GERD_FUNDS (2016.26.10)].
Office of the European Union. (2012) Science, technology and innovation in Europe (12th ed.). Luxembourg:
Office of the European Union. [http://ec.europa.eu/eurostat/documents/3930297/5967670/KS-GN-12-001EN.PDF/5ee2a4e8-68c0-4b22-a061-b8e7d8cc8ec1 (2016.18.11)].
OECD. (2014b) OECD Tax incentives for research and development: Trends and Issues, 2015
[http://www.oecd.org/sti/inno/2498389.pdf (2016.11.12)].
ОЭСР (2002) Налоговые льготы в области исследований и разработок: Тенденции и проблемы. Париж:
ОЭСР, 2002.
Samoylov, A.V. (2012) Controling mechanism innovative activities. Questions of economy and right, 3: 177–
181.
Santo, B. (2006) Innovation and global intellectualism. Innovations, 9: 32-44.
Tax incentives for research and development: Trends and Issues (2015).
Tidd, J., Bessant, J. (2009) Managing innovation: integrating technological, market and organizational change
(4th ed). Chi Chester: John Wiley and Sons.
Tyurina, A.V. (2014) Innovative financing as the factor of socio-economic development of countries. Financial
Management, 3: 88–95.

Kopsavilkums
Valsts finansējuma stimulēšanas instrumenti inovatīvām aktivitātēm
ASV un Eiropas Savienībā
Ražošanas spēku ātras pilnveidošanās periodā inovācijas kļūst par valsts ekonomiskās attīstības dzinējspēku.
Ekonomikas inovatīvā attīstība ir sarežģīts dinamisks process, kas rada daudzas problēmas, kuru risināšanā
nozīmīga loma ir valstij. ASV un ES valstu pieredzes izpēte inovatīvās darbības atbalsta instrumentu lietošanā
varētu palīdzēt risināt inovatīvās darbības finansēšanas problēmu risināšanā citās valstīs. Pētījuma mērķis ir pētīt
inovatīvās darbības valsts finansēšanas instrumentus ASV un ES. Metodes: datu sintēze, kontentanalīze,
funkcionālā klasifikācija. Lai jebkurā valstī sekmīgi attīstītos zinātniski tehniskais progress, ir jāattīsta plašs
inovatīvās darbības valsts stimulēšanas instrumentu klāsts inovatīvo organizāciju finansiālā atbalsta jomā,
ietverot administratīvās un netiešās inovāciju politikas īstenošanas metodes. Turklāt jāuzsver, ka efektīvu
zinātniski tehnisko bāzi nevar izveidot bez aktīvas valsts regulējošas darbības. Secinājumi – ir noteikta
inovatīvās darbības valsts regulējuma vieta un loma ASV un ES valstu sociālajā un ekonomiskajā politikā. Ir
izveidota inovatīvās darbības valsts regulējuma instrumentu klasifikācija finansiālā atbalsta jomā. Piemēram, ir
izpētīti ekonomisko stimulu, nodokļu instrumentu veidošanās mehānismi, kas veicināja ASV un ES valstu ātrāku
pāreju uz inovatīvo attīstību.
Atslēgas vārdi: inovatīvās darbības valsts stimulēšana, nodokļu stimulēšana, inovatīvās darbības finansēšana.
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Резюме
Инструменты государственного финансового стимулирования
инновационной деятельности в США и Европейском Союзе
В период быстрого совершенствования производительных сил инновации становятся главной движущей
силой экономического развития страны. Инновационное развитие экономики – сложный динамический
процесс, порождающий множество проблем, в решении которых важная роль отводится государству.
Исследование эффективных мер государственной поддержки инновационной деятельности в США и ЕС
как передовых зарубежных стран может помочь в решении проблем финансирования инновационной
деятельности. Цель исследования – исследовать инструменты государственного финансового
стимулирования инновационной деятельности в США и ЕС. Методология – синтез, контент-анализ
данных, функциональная классификация. Оригинальность/ценность – для успешного научнотехнического развития любого государства должна быть широко развита система инструментов
государственного стимулирования инновационной деятельности в области финансовой поддержки
инновационных организаций, включающая административные и косвенные методы осуществления
инновационной политики. При этом подчеркивается, что эффективная научно-техническая база не может
быть создана без активной регулирующей роли государства. Выводы – определены роль и место
регулирования государством инновационной деятельности в социальной и экономической политике
стран США и ЕС. Представлена классификация инструментов государственного регулирования
инновационной деятельности в области финансовой поддержи. В частности, исследованы механизмы
формирования экономических стимулов, налоговых инструментов, способствовавших ускоренному
переходу экономики на инновационный путь развития в США и ЕС.
Ключевые слова: государственное стимулирование инновационной деятельности, налоговое
стимулирование, финансирование инновационной деятельности.
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METHODOLOGICAL APPROACHES
TO THE ASSESSMENT OF THE IMPACT OF
THE STATE PROGRAM RESULTS ON THE SOCIETY
(THE EXAMPLE OF THE REPUBLIC OF KAZAKHSTAN PROGRAM
“ROAD MAP OF EMPLOYMENT 2020”)
The article presents the methodological approaches to the assessment of the influence of the program results on
the society (on the example of the state program of the Republic of Kazakhstan “Road Map of Employment
2020”). The author has developed indicators to measure the impact of program activities on the society and its
social groups, conducted the data analysis on the example of the state program “Road Map of Employment
2020”. The author also developed the methodology of assessment of temporary and permanent employment
according to the program “Road Map of Employment 2020”, as well as the methodology for calculating the
number of participants in the program “Road Map of Employment 2020” with temporary and permanent
employment. According to the results of the research, the general analysis of the impact of the program “Road
Map of Employment 2020” on the situation of the target social groups and the society of the country has been
carried out. The paper also presents recommendations on the evaluation of the long-term effects of the state
programs conducted.
Key words: state program “Road Map of Employment 2020”, employment, unemployment, self-employed,
workers with disabilities.
JEL code: O22

Introduction
The assessment of the impact of the program on society is defined as an appropriation
effect, which can be manifested not only at the individual level, but also at the level of the
whole society and the target groups. For example, the objective of the program “Road Map of
Employment 2020” (RME 2020) in the Republic of Kazakhstan is the maintenance of
productive employment and increasing incomes of the country’s population (Kenel 2009).
The assessment of the impact of the program results on the society answers the
following questions (Gore 1993):
− Whether there was the socio-economic impact at the level of the society?
− Has the program managed to involve target groups?
− Whether the program has changed the socio-economic status of these target groups in
economy and society?
According to the idea of the above mentioned program, the effect should manifest itself
at the level of social groups of the unemployed, self-employed people, whose income is below
the poverty line, potential employees with disabilities and youth (Kuzmin, Kosheleva 2009).
Indicators for assessing the impact of the state program results on the society and
its social groups (the example of the program “Road Map of Employment 2020”)
To assess the impact of the program results on the society (the case of “Road Map of
Employment 2020”) the author has developed the following indicators presented in Table 1,
which measure the effect of the program on the society and its social groups.
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Table 1
Indicators for assessing the impact of the program of RME 2020 activities
on the society and its social groups in Kazakhstan
The received actual value
based on the calculation
№
Indicator
Content
of the results of the
program RME 2020
1 The ratio of the
Impact of activities of
K1 = (the number of
K1 2013=15,6%
permanently employed
the program on the
the permanently
K1 2014=33,5%
after participating in the
number of unemployed employed in the current K1 2015=31,5%
program RME 2020 and
and the unemployment
year / the number of the
the number of
rate
officially registered
unemployed, in
unemployed in the
percentage (K1)
current year) * 100%
2 The ratio of the number of Impact of the program
K2 = (the number of
The information on the
self-employed, employed activities on the number self-employed,
number of self-employed,
permanently after
of self-employed and the permanently employed who became employed
participating in the
level of self-employment in the current year / the after participating in the
program RME 2020 and
number of officially
program is necessary, it
the number of selfregistered selfshould be represented in
employed, in percentage
employed in the current the number of indicators of
(K2)
year) * 100%
program monitoring
Method of
calculation

3 The ratio of the number of
citizens with income
below the poverty line,
employed permanently
after participating in the
program RME 2020 and
released from the number
of beneficiaries of state
targeted social assistance
(including family
members) and the number
of beneficiaries of this
assistance, in percentage
(K3)
4 The ratio of employees
with disabilities (disabled)
who are employed
permanently after
participating in the
program RME 2020 and
the number of disabled
who applied to
employment centres, in
percentage (K4)
5 The ratio of permanently
employed young people
after participating in the
program RME 2020 and
the number of young
people of appropriate age
among the employed, in
percentage (K5)

Impact of the program
activities on the number
of beneficiaries of the
state targeted social
assistance (STSA)

K3 = (the number of
beneficiaries of STSA,
permanently employed
in the current year / the
number of beneficiaries
of STSA in the current
year) * 100%

The information is
necessary on the number of
the poor – STSA
beneficiaries, who are,
employed after
participating in the
program and have not
returned to it during a year.
This information should be
presented in the number of
program monitoring
indicators.

Impact of activities of
the program on the
number of employed
people with disabilities

K4 = (the number of
permanently employed
people with disabilities
in the current year / the
number of officially
registered employees
with disabilities)
* 100%

The share of young
people who entered the
official labour market
after their participation
in the program within the
total number of
employees of the similar
age groups among the
employed, %

K5 = (the number of
permanently employed
young people in the
program / the number
of young workers of
similar age group
among the employed)
* 100%

The information is
necessary on the number of
employees with disabilities
employed in all the
program areas is necessary
for unsubsidized
employment in relation to
all workers with
disabilities who apply to
employment centres
The information on the
number of permanently
employed young people in
all the program areas
(monitoring) and the
number of young workers
of similar age at the labour
market (statistical data)

Source: developed by the author based on OECD and World Bank (2012); Ministry of National Economy of the
Republic of Kazakhstan (2016).
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From five indicators available, let us consider the first one – the ratio of the permanently
employed after participating in the program RME 2020 and the number of the unemployed.
The quantitative value of this indicator testifies about the high level of influence of the
program on the social development of the country because the number of the unemployed,
perhaps, would have increased by a third in 2014-2015 if citizens had no opportunity to
participate in the program.
The next three indicators (indicators 2-4) are aimed at assessing the impact of the
program RME 2020 on three socially vulnerable groups of citizens: the self-employed, the
disabled, and the beneficiaries of state targeted social assistance (STSA), that is, the poorest
part of the society. According to the structure of STSA, its beneficiaries – self-employed and
people with disabilities – are the largest target groups after children. Since permanent
employment stabilizes household income, it gives a chance to stop being a beneficiary of
STSA (Kartseva 2009).
For the calculation of these indicators, the data to be monitored in the program are
necessary, but they are not present in the official reports about the implementation of the
program of Health and Social Development Ministry (the number of self-employed persons,
persons with disabilities and STSA beneficiaries, permanently employed after participating in
the program “Road Map of Employment 2020”) (Dyussembekova 2015).
There are the data on the total number of self-employed people, but the information
about STSA beneficiaries is vailble at the local competent authorities in the field of social
assistance of the Republic of Kazakhstan (Ministry of National Economy of the Republic of
Kazakhstan. Committee on Statistics 2015). The data concerning the disabled, who applied
for the program, and the disabled – participants of the program are available at employment
centres.
Thus, in the period 2013-2015, the number of the self-employed, as well as the share of
the self-employed decreased in Kazakhstan. In 2013, these values in the country amounted to
2621.4 billion people, and in 2015 – 2328.9 billion people (Ministry of National Economy of
the Republic of Kazakhstan. Committee on Statistics 2015). Thus, during this period there
was a decrease in the number of the self-employed by 292.5 thousand people. But on the basis
of statistics it is impossible to determine what proportion is constituted by the self-employed,
who have participated in the program RME 2020 and have found a permanent work, that is,
have changed the status in the labour market. Such data can be obtained only as a result of the
monitoring program RME 2020.
Regarding the dynamics of the number of beneficiaries of the state targeted social
assistance (STSA), participating in the program RME 2020: also this information should be
presented in monitoring, because it is the result of joining the relevant information databases,
which are available in departments of social assistance and employment centres of the
Republic of Kazakhstan.
Researching young employees, in addition to the indicator of youth unemployment
calculated by the statistical offices, it is possible to examine the ratio of young people
employed after participating in the program RME 2020 and the total number of the employed
youth. This indicator will characterize the results of the program RME 2020 for the target
group of young people in the dynamics.
Methodology of assessment of temporary and permanent employment of
the program “Road Map of Employment 2020”
In addition to five indicators presented in Table 1 relating to the specific target groups,
it is possible to evaluate the impact on the labour market in general according to the ratio of
temporary and permanent employment in the program RME 2020 (Heine 2003). Permanent
employment is a priority, because it provides more opportunities for professional and career
growth (Gaman-Golutvina, Smorgunov, Soloviev, Turovsky 2009).
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Due to the fact that some areas of the program RME 2020 offer only temporary
employment to its members and subsidize it, there is always a possibility that the program
works in only the short term, while these workplaces are subsidized. It means that its result is
a temporary employment and short-term support of the individual income (Wolman 2010).
That is why for the calculation of the third indicator it is necessary to monitor the program
participants, who left the program and did not return to it for a year.
The methodology of evaluation is in this case in the comparison of the number of the
program participants involved in the labour market for temporary (subsidized) contracts and
the number of participants who have found permanent employment as a result of the
participation in the program, i.e. those who have entered into employment contracts for at
least a year. Since monitoring does not provide the data of the types of contracts, it can be
taken as a basis that all contracted people at the exit of the program enter into a contract for
more than one year.
The author has developed the methodology for calculating the number of participants in
the program RME 2020 (with temporary and permanent employment), which includes the
following steps:
•

Determination of the total number of participants in program areas that provide the
employee with a temporary contract by formula (1):
3

Nt=∑ Nk
k =1

(1)

where,
Nt – the number of participants of the program with contracts for subsidized
employment (temporary employment);
k – the program areas, which provide subsidized employment contract with
subsidized (temporary) employment;
Nk – the number of participants in the area of k.
•

Determination of the total number of participants in the program areas that provide
employees with unsubsidized and allegedly permanent contracts for the period of one
calendar year, by formula (2):
2

Nc= ∑ Nm
m=1

(2)

where,
Nc – the number of participants of the program who have concluded contracts for the
unsubsidized (permanent) employment;
m – the program areas, which provide subsidized employment contract with
unsubsidized (permanent) employment;
Nm – the number of participants in the area of m.
As noted above, due to the fact that the information about the types of contract
concluded within unsubsidized employment in the program monitoring is missing, it is
assumed that all contracts in the areas are constant.
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•

Determination of the ratio between the number of permanent and temporary contracts.
Two indicators are calculated by one formula (3):
1. according to the situation at the moment of participation in the program – S1;
2. according to the situation at the time of program – S2.
S1(S2)=Nt/Nc

(3)

Research results and discussion
The approbation of the methodology for assessing the temporary and permanent
employment of the “Road Map of Employment 2020” according to the official data of the
program monitoring for 2013-2015, excluding the data of the previous periods (until 2013)
due to the fact that the program started its operation in 2013, the following results have been
obtained.
At the stage of implementation of the program RME 2020, the following results were
obtained:
− 134 447 people have entered into temporary contracts in the areas “Construction of
infrastructure objects”, “Social Workplaces”, “Youth Practice” (64.9%);
− 72 503 people have entered into permanent contracts in the areas “Microcredit” and
“Employment after professional training” (35.1%).
The ratio between the temporary and the permanent employment was 185% (64.9 /
35.1), or the temporary employment within the program is better by 85% in comparison with
the population’s permanent employment, i.e. the temporary employment prevailed.
After the conclusion of the program RME 2020, 38 900 people from the project “Social
Workplaces” and 21700 people from the project “Youth Practice” concluded employment
contracts for permanent work places, and, in fact ,the end result in this case was their
permanent employment.
According to the calculations, the ratio between temporary and permanent employment
in the process of the program, 64.9% / 35.1% changed to 35.6% / 64.3% (55.4%) when
obtaining its final results (after the program). The number of people with temporary
employment after the program decreased by 129.6%.
In addition to these kinds of assessment of the impact of state programs on the society,
in some cases, it is recommended to use also the comparative evaluation, the purpose of
which is to identify the medium- and long-term impact of the program on the respective social
group (OECD and World Bank 2011). The idea of such an assessment is to compare vital
results of the program participants after 2-3 years and the social groups that have similar
social characteristics, but have not participated in the program. The social characteristics
include age, gender, social background, education, profession, marital status, place of
residence, and labour history before the period of unemployment. Vital results are related to
the place of employment, position, payment level, an individual’s satisfaction with their life
results (Denhardt R.B., Denhardt J.V. 2000).
Since such assessment requires a specific sociological research and the formation of a
large selection, including the regional profile, this type of assessment is money-consuming
and is used as the last in the queue, despite its indubitable pluses is the assessment of
medium- and long-term results of the program.
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Conclusions

1.

2.

3.

4.

5.

Summarizing, it is necessary to note the following:
Public sector services are provided to an individual, the whole society and various social
groups. Thus, the impact of employment programs on the whole society, for example
RME 2020, is expressed in the reduction of unemployment (statistically measurable
effect), and the reduction of social tension (an effect measured as a result of a specific
sociological research). The share of the employed in the result of the participation in the
program in relation to the total number of the unemployed can be considered a potential
of the program to reduce social tension in the society.
It is possible to assess the impact of the program RME 2020 on the structure of contracts
at the labour market from the aspect of permanent and temporary employment. If the
program generates mainly temporary employment, it testifies to its orientation towards
short-term results and, therefore, short-term effect from the budget spent. Since
temporary work places in the program are subsidized by the state in terms of wages to
emlpoyers, the dominance of temporary contracts can testify to the prevalence of
employers’ desire to use free labour (Baker 2012). If the final result of the program is
presented in the form of permanent employment contracts, the effect of the program can
be assessed as medium and long-term effect (Bocharova 2013).For adequate conclusions
it is necessary to monitor the data on the types of employment contract, which is the
output of the program.
The impact of the program RME 2020 on the situation of the target social groups is
assessed for the self-employed, beneficiaries of state targeted social assistance (STSA),
employees with disabilities (disabled). To estimate this impact, the ratio to be calculated
is of the number of permanently employed in these social groups and:
− the self-employed;
− beneficiaries of state targeted social assistance who in the result of participation in
the program RME 2020 stopped being beneficiaries of that assistance;
− people with disabilities, who wish to find a job.
It should be noted that for adequate conclusions it is necessary to obtain the monitoring
data on the type of employment contract, which is the output of the program.
The author considers that it is necessary to calculate the proportion of permanently
employed young participants in the program among all the employed of the respective
age. The data for these calculations can be collected from the program monitoring, or
elicited from the official statistical data (for example, the data on the number of young
people among the total number of the employed population).
In the world practice, for the assessment of the long-term effects formed by the state
program, the comparative estimation of the two social groups is also used: the program
participants and the control group of people who do not participate in the program. The
groups for the analysis are drawn up from similar socio-economic characteristics of
citizens, in the result of which the impact of this program or its lack on the working
career and welfare of citizens can be revealed. Since such an assessment requires funding
and carrying out special and rather extensive sociological research, it is clear that at
present it would be difficult to carry it out.
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Kopsavilkums
Metodiskās pieejas valsts programmas rezultātu ietekmes novērtējumā uz sabiedrību
(programmas “Nodarbinātības ceļa karte 2020” piemērs)
Rakstā ir izskatītas metodiskās pieejas valsts programmas rezultātu ietekmes novērtējumā uz sabiedrību
(Kazahstānas Republikas valsts programmas “Nodarbinātības ceļa karte 2020” piemērs). Autori izstrādāja
novērtējuma rādītājus programmas pasākumu ietekmei uz sabiedrību un sociālajām grupām, kā arī veica šo
rādītāju analīzi, izmantojot valsts programmas “Nodarbinātības ceļa karte 2020” datus. Autori arī izstrādāja
pagaidu un patstāvīgās nodarbinātības novērtējuma un dalībnieku skaita noteikšanas metodiku valsts programmā
“Nodarbinātības ceļa karte 2020”. Pētījumā ir veikta valsts programmas “Nodarbinātības ceļa karte 2020”
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ietekmes analīze uz sociālajām mērķgrupām un sabiedrību kopumā, kā arī izstrādātas rekomendācijas īstenoto
valsts programmu ilgtermiņa efekta novērtējumam.
Atslēgas vārdi: valsts programmas “Nodarbinātības ceļa karte 2020”, iedzīvotāju nodarbinātība, bezdarbs,
pašnodarbinātie iedzīvotāji, darbinieki ar ierobežotām iespējām.

Резюме
Методические подходы к оценке влияния результатов государственной программы
на общество (на примере программы “Дорожная карта занятости 2020”)
В статье представлены методические подходы к оценке влияния результатов программы на общество (на
примере государственной программы Республики Казахстан “Дорожная карта занятости 2020”). Автором
разработаны показатели оценки влияния мероприятий программы на общество и его социальные группы,
проведен анализ данных показателей на примере государственной программы “Дорожная карта
занятости 2020”. Автором также разработана методика оценки временной и постоянной занятости по
программе “Дорожная карта занятости 2020”. Также разработана методология расчета количества
участников программы “Дорожная карта занятости 2020” с временной и постоянной занятостью. В целом
по результатам исследования проведен общий анализ влияния программы “Дорожная карта занятости
2020” на положение целевых социальных групп и на общество страны, а также предложены
рекомендации по оценке долгосрочности эффекта проводимых государственных программ.
Ключевые слова: программа “Дорожная карта занятости 2020”, занятость населения, безработица,
самозанятое население, работники с ограниченными возможностями.
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COMPANY HOMEPAGES FOR EXPORT SUPPORT
World-wide competition for export markets is on the increase. The development of information technologies
ensures new approaches in export promotion and information delivery – social networks and company
homepages are becoming increasingly important. Recent praxis as well as academic research findings testifies to
the fact that company websites are among the most popular sources of information for customers about products
and/or services offered by the company, especially if the company exports its products to foreign countries. The
aim of the paper is to evaluate the significance of webpages in export promotion. The tasks are: 1) the analysis of
scientific publications and previous research results; 2) the analysis of tendencies in Latvia’s export to TOP 10
countries; 3) the analysis of websites of Latvia’s TOP 100 exporting companies’ websites to determine what
information they most often lack, and what should be developed to make company websites more attractive to
potential foreign customers. The research methods: the analysis of scientific publications and the results of
previous research; the analysis of export in Latvia; the analysis of websites of Latvia’s TOP 100 exporting
companies in 2016 (the ranking published by the business newspaper Dienas Bizness) in the context of export
promotion. The results of the analysis indicate that websites are becoming increasingly important for the
development of export, it is significant to take into account the specifics of countries (cultural background,
language, habits, technology development); the results of the empirical data analysis indicate that the Latvian
TOP 100 exporting company websites often lack several important website sections and facilities, 18 companies
do not have webpages.
Key words: export, exporting companies, website analysis, website content, website importance.
JEL codes: L86; M3

1. Introduction
Recent scientific research is devoted also to competition world-wide for export markets
tendencies and changes for export supporting tools in situation of development of information
technologies which are ensuring new approaches for export promotion and information
delivery – social networks and company homepages are getting more and more important.
Recent practical activities as well as academic research findings indicate that company
websites are among the most popular sources of information for customers about products
and/or services offered by the company, especially if the company exports its products or
services to foreign countries where it is important to take into account the country’s historical
and cultural background, political regulations, traditions and other export success factors. The
aim of the paper is to evaluate the significance of webpages for the promotion of export. The
tasks are: 1) the analysis of scientific publications and research results; 2) the analysis of
tendencies in Latvia’s export to TOP 10 countries; 3) the analysis of websites of Latvia’s TOP
100 exporting companies’ websites to determine what information they most often lack, and
what should be done to make company websites more attractive to potential foreign
customers. The research methods: the analysis of scientific publications and research results;
the analysis of export in Latvia; the analysis of websites of Latvia’s TOP 100 exporting
companies in 2016 (the ranking published by the business newspaper Dienas Bizness
(Dienas ... 2017) in the context of export promotion, the analysis of the results of the
interviews with companies managers.
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2. Theoretical discussion
There are numerous scientific researches devoted to the study of factors influencing
export and they cover many aspects of these influencing factors.
Various studies have confirmed that the increasing use of the Internet drives
international trade (Meijers 2014; Clarke 2008). The Internet has become one of the most
important tools for conducting international business and marketing activities (Sinkovics et al.
2013).
Rapid development of information technologies has influenced information seeking and
information checking – country and company webpages are becoming increasingly important.
Information provided on a company’s webpage, the design of the webpage, the colours used,
the availability and ranking in Google, and other factors are on research agenda for scholars
world-wide. There are important specific rules for companies webpage to act them
successfully and being efficient to support export (Lee, Kozar, 2012).
Researchers have shown the importance of the Internet and corporate websites as tools
for public relations (Hill, White 2000; Kent, Taylor, White 2003).
Governmental export promotion initiatives, including awareness, participation, and
perceived effectiveness, are of great importance among Swedish environmental technology
firms (Kanda et al. 2015). Researchers, basing on the investigation for the last ten years,
emphasize that there is a significant effect of information technology on Turkey’s foreign
trade (Ustaoglu, Yildiz 2011).
Information and communications technologies and employees’ knowledge have
significantly supported the establishment of a strong brand identity through a website in
Greek food SMEs (Vlahvei et al. 2013).
When developing a webpage, it is necessary to take into account consumer stated
purchasing preferences, corporate social responsibility in different industries including wood
products industry, as well as cultural and historical differences as they could be different for
the United States of America and China (Cai, Aguilar 2013).
Researchers pay much attention also to cultural values carried in international business
homepages that fail to accommodate the needs of cross-cultural audiences as the research
findings could be useful for practical applications (Zhu, Wang 2011).
Managers’ educational background and use of information and communications
technologies (ICT) have been recognised as antecedents of export decisions – for such
analysis crisp set quality comparative analysis (QCA) was applied and it was concluded that
favourable factors for exportation of companies in this sector were the following:
qualifications of the manager, specifically his or her university education; effecting sales
through the corporate website; knowledge of electronic markets; and the presence in online
social networks (Mozas-Moral et al. 2016).
There are a fast growing number of researches regarding social media usage in
companies. Social media are an important technology for business strategy. Some authors
even highlight their potential to influence international business and export marketing
strategies (Berthon et al. 2012; Okazaki, Taylor 2013). While the authors agree that social
media transform the ways how communication between customers and companies is done, it
should be noted that social media platforms and websites still have different possibilities and
purposes. A company’s website is like a landing place for most of the company’s marketing
campaigns in the Internet. Functionality offered by social media platforms may not be
sufficient for the majority of businesses; social media pages cannot hold loads of structured
information and tend to be inflexible. Websites are much better when it comes to structured
information, they can support multi-language purposes, have more space to market business
and companies can include multiple marketing features in one place (videos, customer
reviews, promotional offers, blogs). Websites are owned by companies rather than by a third
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party. Moreover, today consumers expect companies to have websites. Thus social media
should be used as a marketing platform to engage in two way communication and to drive
traffic back to the company’s website.
Big companies usually have more experience and well educated specialists for webpage
development, but webpages are necessary also for small and medium sized enterprises; in
their case, effective websites are especially important (Thelwal 2000). Company webpages
are important tool for building international business bridges and export success in
geographically isolated areas and play very important role of foreign market focus and
outward looking competences in many countries’ companies including Latin American SMEs
(Vendrell-Herrero et al. 2017). For small and medium size enterprises are even more tasks to
have successfully acting webpage (Thelwall, 2000).
The content of a webpage is important – to include optimal amount and content of
information (Halpern, Regmi 2013). Practitioners, as well as scientists often state the
question – what makes a website relational: for the solution and answer seeking the experts’
viewpoint is often taken into account (Agrebi, Boncori 2016). For successful webpage design
there are several important specific aspects including the relevance feedback between
hypertext and semantic web search including frameworks and evaluation (Halpin, Lavrenko
2011). Several approaches in using corporate websites for export marketing are being
examined by researchers (Nielsen, Ming Tan 2002). New innovative approaches are applied
for webpage creation including the application of the three-dimensional display technology in
the website construction (Wang 2011). Online positioning through website service quality is a
popular approach in several countries including Taiwan (Hung 2017). Good practice in
connecting with prospective medical tourists online is a cross-sectional analysis of private
hospital websites promoting medical tourism in India, Malaysia and Thailand (Moghavvemi
et al. 2017). In website design, trust and culture several approaches are taken into account and
analysed by countries (Cyr 2013; Cyr 2008). Customers in different countries prefer different
colours in website and for successful export support by website it is important to take into
account also colour appeal in website design within and across cultures (Cyr et al. 2010).
Technical aspects of unity in variety in website aesthetics as a systematic inquiry are on
researchers’ agenda (Post et al. 2017). Researchers have concluded that there is a great
importance for science and technology diplomacy and there have to be designed a
framework at the national level (Zolfagharzadeh et al. 2017). Website effectiveness is
important for successful export promotion.
3. Empirical research results and discussion
Figure 1 illustrates the export from the Republic of Latvia to TOP ten countries during
the last years. The data of the Central Statistical Bureau of Latvia indicate that the biggest
export markets are the neighbouring countries – Lithuania and Estonia. The export amounts
during the last years are changing but there is a growing tendency for exports from Latvia to
all the countries stated (the export data are available from 1993) but the authors of the present
article have decided to examine the period since Latvia has joined the European Union in
2004. Some trends for Latvia’s export to TOP ten export countries from 2004 to 2016 are the
following: to Lithuania Yt = 212917 + 144858t, R2 = 0,9477, it means that annually the export
from Latvia to Lithuania from 2004 to 2016 on average increases by more than 144 million
euros every year; to Estonia Yt = 356829 + 81381t, R2 = 0,854, i.e. the annual export from
Latvia to Estonia from 2004 to 2016 increases by more than 80 million euro on average. To
Poland Yt = 33075 + 50076t, R2 = 0,8148, i.e. annually, the export from Latvia to Poland from
2004 to 2016 increases by more than 50 million euro on average.
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Figure 1. Latvia’s Export to TOP 10 countries in 2016 and 2015
(amount of export in euro)
Source: developed by the authors based on the data of CSB, Republic of Latvia (2017).

There were several political decisions taken in some countries, for instance, the export
with the Russian Federation has been decreasing during last three years but the export data
show that the tendency for the period analysed is positive: to the Russian Federation
Yt = 239297 + 66800t, R2 = 0,6839, i.e. annually, the export from Latvia to the Russian
Federation from 2004 to 2016 increases by more than 66 million euros on average. There are
several markets having big potential but still not among ten biggest export but having stable
and growing export – for China: the analysis of Latvia’s export to China indicates that the
trend is Yt = -22825 + 9976,8t, R2 = 0,8556, it means that the annual export from Latvia to
China from 2004 to 2016 increases by almost 10 million euros on average. An empirical
research in China has indicated that export from Latvia could be much bigger but it is
important to take into account national traditions for entering the market of China in
conditions of big competition from other countries.
Notwithstanding the fact that the number of Latvian enterprises with their own websites
is growing slowly but steady (see Figure 2), there is some evidence that companies in Latvia
fail to take all advantages that websites could provide for their businesses and for
international trade, particularly if compared with the European Union (EU28) countries on
average. This is especially true for Latvian SMEs.
Thus, the latest available Eurostat data regarding ICT usage in enterprises among
European Union countries show that on average in EU 77% of companies (10 persons
employed or more, without financial sector) have their websites; while in Latvia – only 63%
of companies have their websites (see Figure 3). While among large companies this ratio is
above the EU average (96% in Latvia and 94% in the EU), the number of SMEs in Latvia that
have their own websites is below the EU average. Moreover, among small enterprises, Latvia
is number 25 among 28 European Union countries.
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Figure 2. Enterprises having their websites in Latvia, 2011–2016,
% of all enterprises in group
Source: developed by Renāte Vidruska based on the data of CSB, Republic of Latvia (2017) and company
webpages.

Figure 3. Enterprises having their websites in Latvia and the EU 28, 2016,
% of all enterprises in group
Source: developed by Renate Vidruska based on the data of Eurostat (2017).

Among large companies Latvia with 96% companies ranks on the 11th–17th place; some
countries have reached 100% value meaning that all large companies in these countries have
websites.
As manifested by research results, webpages of companies have increasing influence for
export development and several aspects are extremely important to be reflected in webpages
(listed in alphabetic order):
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Certificates/permissions;
Company description;
Company history/achievements;
Contact information;
Environmental policy;
Information about product/service;
Language options;
Personalisation possibilities;
Possibility to find in Google;
References.
For the situation analysis, the webpages of Latvia’s TOP 100 exporting companies in
2016 were analysed. The selection of company was made and published by business
newspaper Dienas Bizness (Dienas ... 2017). The extensive analysis of exporting companies’
webpages was performed according to the aspects of homepages indicated above and was
performed by Kate Čipāne. It was surprising that from Latvia’s TOP 100 exporting companies
in 2016 there were 18 companies which did not have company webpages (based on research
on each company included in TOP 100 exporting companies in 2016). The main results of
Latvia’s TOP 100 exporting companies in 2016 in reference to their webpages are reflected in
Figure 4.
−
−
−
−
−
−
−
−
−
−

Figure 4. Presence of Items on Homepage for Latvia’s TOP 100 Exporting Companies
in the first part of 2017 (number of companies among TOP 100,
ranking by Business Newspaper ‘Dienas Bizness’
Source: developed by Kate Cipane based on the companies’ homepage evaluation conducted by Kate Cipane in
2017.

The results of the homepage analysis of Latvia’s TOP 100 exporting companies indicate
that the important information is available on most of the webpages for companies which
have webpages – it was surprising that among the Latvia’s TOP 100 exporting companies in
2016 18 companies did not have their webpages (situation on April, 2017) (based on
investigation by Kate Cipane of all companies included in Export Top 100 in 2016 websites –
research performed in April 2017).
60

Only 62 companies have language options while 20 do not have this option (excluding
companies without webpage). It is clear that the exporting companies have to attract foreign
customers and build long-term relationship with them, including trust, loyalty, brand
awareness, etc.. Having corporate website in one langue is not the right step towards this.
It is noteworthy that the most crucial items are available in almost all websites – the
page appears in Google, it contains contact information and the information about the
company’s history and achievements is available.
The results could be useful for companies’ managers, as well as for officials of Latvian
Investment and Development Agency which organises various activities for export promotion.
4. Conclusions/ proposals/ recommendations
1.

2.
3.
4.

5.

6.

7.

The results of the analysis of scientific publications indicate that websites are becoming
increasingly important for export development, it is important to take into account
specifics of countries (cultural background, language, habits, technology development).
Since Latvia joined the European Union, exports from Latvia have growing tendency to
all main export markets.
The number of companies having websites in Latvia is growing slowly, but steadily. On
average, Latvian SMEs lack website usage if compared with other EU28 countries.
The latest available Eurostat data (2017) regarding ICT usage in enterprises among the
European Union countries show that on average in the EU 77% of companies (10 or more
persons employed, without financial sector) have their websites, while in Latvia – only
63% of companies have their websites.
Among large companies, the Eurostat data (2017) regarding ICT usage in enterprises
among the European Union countries show that on average Latvia’s ratio is above the EU
average (96% in Latvia and 94% in EU), the number of SMEs in Latvia that have their
own websites is below the EU average. Moreover, among small enterprises Latvia is
number 25 among 28 European Union countries. Among large companies, Latvia with
96% companies ranks on the 11th–17th place; some countries have reached 100% value,
i.e. all large companies in these countries have websites.
The results of the analysis of the empirical data indicate that the Latvian TOP 100
exporting company websites often lack several important website sections and facilities;
among the Latvian TOP 100 exporting companies 18 companies do not have their own
webpages; quite many companies do not have multiple language options.
The results could be taken into account by company managers, as well as by officials of
Latvian Investment and Development Agency which organises various activities for
export promotion – to devote more attention to company websites.
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Kopsavilkums
Uzņēmumu mājas lapas eksporta atbalstam
Uzņēmumu mājas lapas ir viens no populārākajiem informācijas avotiem klientiem par uzņēmumu piedāvātajiem
produktiem un/vai pakalpojumiem, īpaši tajā gadījumā, ja uzņēmums eksportē savu produkciju uz ārvalstīm.
Pieaugot konkurencei uz eksporta tirgiem, īpaša nozīme ir dažādiem eksportu veicinošiem aspektiem, tajā skaitā
uzņēmumu mājas lapām. Raksta mērķis ir izanalizēt teorētiskās atziņas zinātniskajās publikācijās par uzņēmumu
mājas lapu dažādu aspektu nozīmi eksportā, novērtēt Latvijas TOP 100 eksportējošo uzņēmumu mājas lapas un
noteikt, lai tās būtu pievilcīgas potenciāliem ārzemju klientiem. Lai veiksmīgi sasniegtu darba mērķi, rakstā
analizēta uzņēmumu mājas lapu un to satura, dizaina, krāsu un citu aspektu nozīme eksporta veicināšanas
kontekstā, analizēta pašreizējā situācija Latvijas eksportā, veikta TOP 100 Latvijas eksportējošo uzņēmumu
2016. gadā mājas lapu analīze. Galvenais secinājums: Latvijas TOP 100 eksportējošo uzņēmumu mājas lapās
bieži vien trūkst vairākas svarīgas mājas lapu sadaļas un netiek izmantotas iespējas, 18 uzņēmumiem 2017. gada
aprīlī mājas lapas nebija.
Atslēgas vārdi: eksports, eksportējošie uzņēmumi, mājas lapu analīze, mājas lapas saturs, mājas lapas nozīme.

Резюме
Интернет – страницы предприятий для развития экспорта
Интернет–страницы предприятий являются одним из популярных источников информации об
предлагаемыми товарами и услугами особенно тогда когда предприятие активен в экспорте – интернет–
страницы предприятий имеет более и более значение для развития экспорта. При возрастании
конкуренции на экспортные рынки, особое значение имеет разные аспекты поддержки экспорта в том
числе интернет–страницы предприятий. Цель стати – проанализировать выводы научных исследований и
научных публикаций о значении интернет–страниц предприятий для поддержки экспорта, оценить
интернет–страницы предприятий ТОП – 100 экспортирующих предприятий в 2016 году и определить их
соответствие к экспорту и подхода к зарубежным клиентам. Для достижения цели проведен анализ
интернет–страниц предприятий ТОП – 100 экспортирующих предприятий в 2016 году: значение
содержания, дизайна, цвета и других аспектов. Главный вывод: интернет–страниц предприятий ТОП –
100 экспортирующих предприятий в 2016 году часто не имеет важные части интернет–страницы
предприятий и для ТОП – 100 экспортирующих предприятий в 2016 году на апрель 2017 года не было
интернет–страницы предприятий для 18 предприятий,
Ключевые слова: экспорт, экспортирующие предприятия, анализ домашних страниц, содержание
домашних страниц, значение домашних страниц.
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PROFESSIONAL AND QUALIFIED WORKFORCE
FOR THE REGIONS OF LATVIA –
THE CHALLENGE OF THE 21ST CENTURY
In the future, labour market will be greatly influenced by globalisation trends – competition between mature and
emerging economies, changes in the supply of labour: the ratio of older human resources is expected to grow in
Europe and other mature economies, whereas emerging economies will likely follow the opposite trend. Changes
are going to affect professional education, which is going to include the occurrence of new fields of expertise
that we are yet unable to conceive as of today. Therefore, the accent will be gradually expanding from the
domain of knowledge, skills and competence to cooperation between different institutions. In Latvia, this is
especially important in respect of its regions, beyond the boundaries of the capital city of Riga, as the population
thereof shows a gradual decrease. The objective of this study is to analyse the key labour demand and supply
trends in Latvia and to provide recommendations regarding cooperative efforts of professional educational
institutions, businesses, local municipalities and government authorities aimed at attracting qualified human
resources to Latvian regions. Research methods employed include monographic, logical construction, statistical
analysis, application of the core principles of Enterprise Knowledge Development (EKD) for the development of
a mechanism to attract qualified human resources to Latvian regions, which includes the development of specific
cooperative efforts and recommendations for the adaptation thereof to local municipalities. Key inferences:
within the time period until 2030, the Latvian labour market is going to show increased demand for qualified and
highly educated human resources, able to deal with an array of complex issues, e.g., engineers, information and
communication technology experts and specialists in other branches of technology. In turn, the demand for
simple skills associated with the performance of physical and routine work, i.e., low-skilled workforce with basic
education, is going to decrease. This substantiates the need for a human resource attraction improvement
mechanism, which would conduce to and ensure the preparation of respective experts in Latvian regions to meet
the requirements of the 21st century.
Key words: workforce, regions, a mechanism for improving the attraction of workforce to Latvia.
JEL code: J44, J48, R10

Introduction
Training of highly educated and professional workforce, investments in human capital,
public motivation for assimilating and using knowledge in a skilled manner form one of the
decisive factors of development for Latvia in the 21st century; this factor is vital to ensure the
competitive performance of Latvia on the European and global scale. The geopolitical
position of Latvia, limited availability of input materials and energy resources determine
educated population and qualified human resources as the main factor determining the
competitive performance of Latvia (Latvijas ... 2002).
In his description of the importance of human capital (i.e., intellectual capital) for the
development of national economy, O. Krasnopjorovs (2010), an economist of the Bank of
Latvia, points out that higher education improves human capital and, subsequently, labour
productivity – a person with higher education is capable of producing greater added value per
man-hour than one without such education, and, respectively, receives better remuneration.
Added value, or the wealth of a nation, is essentially the number of man-hours of work
multiplied by the average labour productivity. Thus, improved labour productivity can
increase the society's well-being even if the number of people employed does not grow. Due
to negative demographic trends, i.e., low birth rate, labour productivity improvement is an
especially pressing issue for the economic development of the European Union, which
includes Latvia.
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O. Krasnopjorovs also states that, according to econometric calculations, every
additional year of education increases one's labour productivity and remuneration by 6-10% at
average. This is the private benefit of education, which is also confirmed by various Eurostat
data concerning the influence of education on one’s remuneration. The public gain from
education could be even greater, as education may be conducive to the increase in
remuneration not just for the specific educated person, but for other members of society as
well. If physical capital and human capital complement one another (for instance, only
educated personnel can make efficient use of complicated work equipment), higher workforce
qualification increases the average physical capital level per one employed person, and thus
also improves the labour productivity and, subsequently, remuneration of each employee
(Acemoglu 2007).
Theoretical discussion
In the opinion of some economists, the ideal option would be to deliver a precise
forecast of the number of experts in a specific profession that would be in demand in Latvia in
20 years and to place a government order for higher education institutions to prepare the
respective specialists. This point of view, however, is hardly acceptable in full, as, for
example, 20 years ago, one would definitely have not been able to predict such essential
structural changes in both Latvia and the whole world, and technological development
nowadays is so rapid that the modern education system, in fact, prepares workers for
professions that do not even exist yet. It is not quite possible to name the economic domains
that will enjoy more impetuous development in the future. Of course, the structure of national
economy must retain both the production industry and the IT industry, and respective experts
must be trained for this purpose. In the meantime, however, it is essential to remember that, in
order for Latvia to be capable of using a potential future surge of development effectively, it
must emphasize the promotion of innovative capabilities, rather than just keep to teaching
specific professions. The foundation of sustainable development of national economy is
technological progress, which is fuelled by new ideas or scientific inventions. Thus, the
education system faces yet another challenge – not only it is expected to "produce" good or
even excellent frontline workers, but it must also conduce to the innovative potential of its
students (Krasnopjorovs 2010). This also implies the need to promote intellectual capital, a
factor that cannot be overestimated in the context of regional development.
The Ministry of Economics of the Republic of Latvia acknowledges the urge to
introduce a new innovative economic model in 2017, which would be based on four core
objectives for business competitive performance intensification: stimulation of export and
investments, increase in productivity and development of human capital. These will be the
key factors to ensure the further economic advance of Latvia, as the competitive advantages
of economies and businesses will further depend on the ability to use the latest technologies,
develop innovations and new products. The objectives stated by the Latvian government in
respect of improving the competitive ability of business for the period of 2017 to 2020 are
grouped into four principal directions: productivity, export, investments and human capital
(Ašeradens 2017).
In 1991, along with the publication of the World Bank’s “World Development Report”,
the world began searching for new development indices, as the society was ripe for accepting
the fact that the focus is to be shifted from objective economic productivity to measuring the
general well-being of people, which also includes subjective evaluation. In the 1980s, many
low-income countries of the world were able to achieve economic advance, which entailed an
increase in the number of people satisfied with their life. This was one of the reasons for the
analysis of subjective development factors. According to the findings made by J. Lonska
(2014), the combined application of objective and subjective factors can be deemed a 3rd stage
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tool for assessing the state of development of the world's territories in the course of history, as
this can be divided into three stages: (1) the objective economic factor stage; (2) the objective
economic factor + objective non-economic(social) factor stage; (3) the objective (economic +
non-economic) and subjective factor stage.
The issue deemed a certain challenge in the Latvian scientific community is the
implementation of National Research Programme No.5.2. ‘Economic Transformation, smart
growth, governance and legal framework for the state and society for sustainable
development – a new approach to the creation of a sustainable learning community
(EKOSOC-LV)’ (Valsts ... 2014). The program envisages the research of current public
developments in economy, demography, administration, law, regional development,
environmental protection and other areas. The research aim of the project No.5.2.3. ‘Processes
of Latvian rural and regional development and possibilities within the framework of
economy’ is to create the models of smart regional development in Latvia.
Research results and discussion
In 2015, the productivity of the Latvian national economy, which is calculated as added
value in actual prices per one employee, was just 43% of the average EU-28 index. This
means that in recent years, productivity in Latvia was growing as rapidly as in the EU on
average, yet labour costs were growing faster. Further increase in labour costs is inevitable in
the setting of open labour market, thus, in order for Latvian companies to be competitive
internationally, the Latvian productivity level must rise to at least 50% of the average EU
index by 2019 and 58% by 2020 (Ašeradens 2017). Therefore, the role of intellectual capital,
or differently put, the qualification, expertise and motivation of human resources will be crucial.
The deterioration of competitive performance and the situation on external markets had
a negative influence on the Latvian export dynamics, and the ratio of export in the gross
domestic product has gradually decreased. For Latvia, which is a small and open economy,
expansion of export opportunities is an essential prerequisite for development, therefore the
introduction of new products and technologies must conduce to an increase in export, which
must reach no less than 64% of the GDP by 2020. Economic advance begins at the corporate
level and is based on investments; therefore, there can be no hope for any rapid growth
without positive investment dynamics. At that, increased investments must be made both into
technology and equipment and into knowledge and intellectual capital. Since 2010, the annual
increase in investments was just 2.5% on average. This is definitely not enough, thus, over the
medium term, investments must grow at least one and a half times faster than the gross
domestic product, achieving an increase of 7.5% in 2020 (Ašeradens 2017).
The most important thing, however, is that the new economic model requires essential
structural reforms. As emphasized by officials of the Ministry of Economics of the Republic
of Latvia and numerous economic experts, the labour market must be restructured proactively
in order to be prepared for and adjusted to structural changes. This means that the current
restructuring of the education system must be continued, with the emphasis placed on
improving the quality of learning the exact and natural sciences in the course of primary and
secondary education, as well as the development of education for adults and mastering the 21st
century skills, which could be ensured by the implementation of competition-based education
in Latvia. An efficient continuing adult education system and lifelong learning are major
factors contributing to the improvement of professional quality and the reduction of labour
market disproportion. Improvements of the continuing education system for adults are of
equal importance to the unemployed and employees of any professional qualification, in both
simple and highly qualified professions. As pertains to the provisions of high-quality
continuing education to adults, the actors to be deemed important in this respect are both
higher and professional education institutions, as well as employers. The plan approved by the
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government of Latvia provides for an increase in the ratio of the population involved in adult
(lifelong) education activities from 5.5% in 2015 to 15% in 2020 (Ašeradens 2017). It is the
human capital, intellectual capital that is going to be of critical importance for Latvia, so that
it could achieve its goals in terms of improving competitive performance as regards the
stimulation of export, encouragement of investments and improvement of productivity.
Pursuant to the provisions of the Latvian structural policy, set out in the respective
policy documents (Sustainable Development Strategy of Latvia “Latvia 2030”, the Latvian
National Development Plan for 2014–2020, the Latvian National Reform Program for the
Implementation of the “EU 2020” Strategy, the National Industrial Policy Guidelines for
2013–2020), the Ministry of Economics of the Republic of Latvia has prepared a special
Accelerated National Economy Growth Scenario and the respective macroeconomic forecast.
The target scenario shows the main conditions for the development of the Latvian national
economy to reach such growth rates in the mid-term that would ensure annual convergence to
the average EU level by 2–3 percentage points. This means that the annual national growth or
the increase in GDP in the medium term (2017 to 2022) must be at least 5% (Informatīvais ...
2016).
The principal conditions for economic growth in the target scenario are as follows: it
must be balanced, based on the reallocation of local resources in favour of the development of
sectors with higher added value and wise usage of external resources – the EU funds; it is
essential to create an excellent business environment in order to draw more capital. Fulfilment
of both latter preconditions is considerably associated with the availability of sufficient
human resources, duly qualified and allocated to the required locations (including Riga and
regions).
The achievement of the goal is going to depend on numerous challenges in respect of
the development of the national economy – both global and domestic. Global challenges
already affect the traditional business model as of today and are manifested, among other key
phenomena, as increased international mobility of production factors and capital. This means
that the competition for qualified human resources and capital grows ever more intense.
Special conditions are required in order to maintain and expand the production potential, keep
qualified workers within their regions or bind qualified workforce to certain regions using
remote telemediated working techniques.
Another global challenge is posed by new industrial countries that benefit from the
availability of fairly cheap workforce. Supply and production chains grow ever more
sophisticated as well. Thanks to the development of transport infrastructure and information
technologies and the decrease in the respective costs, production, which used to be quite
concentrated before, is being distributed (geographically fragmented) in order to benefit from
the comparative advantages of a specific country – thus, countries start specialising in a
specific sector or a specific added product value creation chain. Inner specialisation (division
of labour) within sectors (industries) also grows more prominent. Production of end products
requires excellence at all levels, competence of suppliers and cooperation partners in any
domain and at any location where these might operate.
In turn, these global challenges are a basis for the assumption that any region of Latvia
could demonstrate the comparative advantages of a “placement region” (at the national or
international scale), i.e. an enterprise with a highly qualified team, located in the region, could
ensure the compliance with the respective requirements to an excellent quality and act as an
element of the production chain or as a cooperation partner and the performer of certain
functions in a large international conglomerate. If the human resources physically located
within the boundaries of a region could develop the so-called 21st century skills and
competences, if an enterprise physically present in the region developed a business model
based on ICT and excellent logistics (including the support of remote telemediated working
techniques), these could become the success stories of the Latvian regional development.
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The influence of globalisation and technological processes on sectors is not
homogeneous. The European Commission study ‘Measuring and Benchmarking the Structural
Adjustment Performance of EU Industry’ (2009) points out that globalisation has the least
effect on such industries important for Latvian export as the production of food, the timber
processing and the production of metal goods. In turn, manufacturers of consumer goods and
metal producers are and will be strongly influenced by globalisation. As to other sectors, such
as chemical industry, mechanical engineering, equipment production and other hightechnology domains, apart from the pressure of globalisation, are also exposed to the
influence of changes in technology.
The traditional sectors, which represent the domain of low-tech and lower mid-tech
industries, are currently predominant in the structure of Latvian national economy. Even
though the traditional sectors of the Latvian national economy are expected to contribute
greatly to the general economic growth and the employment generation in the mid-term, one
must keep in mind that the availability of both cheap workforce and resources does not create
any incentive to changing business models and creating other comparative advantages
(Informatīvais ... 2016). Therefore, in order to transform the national economy, it is essential
to implement structural changes in favour of the production of products and services with high
added value. The transition to production with higher added value requires investment in
technology and innovation, science, and education (including human capital).
1. Territory development and assessment thereof
Numerous tools for the assessment of territory development have been developed
worldwide, which contain both objective (economic and social) and subjective indices, e.g.,
the Human Development Index, the Happy Planet Index, the UK Sustainable Development
Indicators, the Australian National Development Index, the OECD Your Better Life Index,
etc. These indices reflect the global progressive experience in the realm of the assessment of
territory development and provide a detailed and complete idea of the territory development
process and the levels achieved.
The authors agree with the recommendation given by J. Lonska (2014) that the territory
development level methodology officially approved by the State Regional Development
Agency of Latvia should rather be converted into a methodology for calculating the index of
changes of the level of state of development of territories, supplementing it with indices that
would reflect the subjective opinions of the population regarding life within a specific
territory, e.g., general satisfaction with life or satisfaction with specific spheres of life (see
Figure 1).

Figure 1. Indices of the state of development of territories in the global research practice
Source: developed by the authors based on Lonska (2014)
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If Latvia adopted the world's progressive practice in the assessment of the state of
development of territories and also considered the subjective opinions of the population along
with the determination of objective indicators, it could in many instances improve the
attractiveness of a specific region and promote the attraction of qualified human resources. In
the opinion of the authors of this study, the individual (subjective) comfort of a person is
determined by a countless array of factors, as well as by the preconditions for one's
development, for instance:
− an accessible, productive, high-quality education system;
− sufficient healthcare and social care;
− favourable general living conditions (in terms of price and quality);
− a full-fledged spiritual, cultural and sports environment;
− an efficient, active, motivating economic environment;
− accessible and satisfactory technical infrastructure (engineering communications, road
infrastructure, residential areas, Internet connection speed, etc.)
− socialization opportunities, etc.
In Latvian regions, many of these factors and preconditions for human development, in
the context of opinion and scale of values of a specific person, could be even better than
within the territory of the capital city, Riga. The inclusion of this factor as a subjective
indicator into the new methodology for calculating changes of the state of development of
territories that would be in use throughout the country could become an essential stimulation
factor for the attraction of qualified specialists to regions other than Riga, i.e., having
appreciated the strengths and advantages of a region, professional qualified employees would
choose in favour of living and/or working in this region. Apart from that, assuming that the
prime goal of development of any territory is the overall well-being of people residing there,
subjective indicators provide the most accurate reflection of how the true needs of people
living within the territory are met and allow identifying the achievements (or failures) of a
specific social and economic policy.
Within the boundaries of the aforementioned project EKOSOC-LV, researchers have
carried out the analysis of all 119 Latvian districts in all 5 planning regions, and the obtained
results show that, for example, there are municipalities that have a high development potential
but show a rather mediocre development rate, and vice versa, as, obviously, ample resources
do not always constitute the main influencing factor – these must be used in a reasonable and
successful manner, or, otherwise put, these must be managed smartly (see Šipilova et al.
(2017) for the case of Latgale region).
2. Factors that influence the development and availability of
qualified human resources in regions
There are many interrelated factors that affect the labour market situation and the
development, appropriateness and availability of qualified workforce. All factors can be
arbitrarily divided into two major groups:
1) factors directly associated with the labour market, including the quantitative changes in
workforce supply and demand (increase in the number of vacancies, reduction of the
unemployment level, reduction of the number of unemployed per one vacancy),
imbalance of workforce supply and demand (inadequacy of education, skills, experience,
qualification to the available vacancies), “development” of the employee market (growth
of the average work remuneration in the country, higher expectations of employees and
greater readiness to change one’s place of employment), general regulatory framework
(model) of employment relations in the country, more intense competition between
employers on the labour market (international competition for retaining the existing
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employees and attracting new ones); the employer’s human resource management policy
and attitude towards employees, openness for cooperative implementation of dual
educational activities; remuneration level;
2) additional external influence factors, including the general social and economic situation
in the country and its regions (which includes the image of the region and its competitive
performance within the context of other regions and the entire country), demographical
situation, increase of the effect of the Internet, ICT and social media (data turnover rate,
oversaturation, channel selection for the recruitment of qualified employees, economy
globalisation processes), upbringing and development environment in the family,
educational environment (pre-school, elementary school, primary school, secondary
(general and vocational) school, higher education (general and professional), continuing
education environment), accessibility of career education for people of all ages, personal
features and character traits of employees and their subjective requirements towards the
scale of living and the work environment.
Within the boundaries of the study, the authors will only address some of these for a
detailed analysis.
Demographic situation in Latvia
Population and its growth is an important factor for any society, as it shows whether the
national economy is going to be provided with workforce or not. It is well known that even
the most beneficial social and economic conditions cannot stop the ageing of a human
organism and the subsequent gradual reduction of human resources. Thus, workforce tends to
decrease continuously and must therefore be renewed. This means that the succession of
generations must be ensured, so that the number of retired workers could be compensated and
an increase in the numbers of employable population could be achieved.
In 1956, the population of Latvia reached and exceeded the level of two million
inhabitants for the first time in the history of Latvia. The population enjoyed gradual growth
until 1990, when it reached its peak at the level of 2,663 million inhabitants, which was an
important external factor for mastering different professions and using the acquired
knowledge and skills for the development of the national economy. Unfortunately, since
1990, the demographic situation has been deteriorating continuously, which was
acknowledged to be an unfavourable phenomenon, and, as of the beginning of 2017, the
population of Latvia amounted to 1,950 million (CSB 2017). Over the past twenty years, the
population has been decreasing due to both natural decrease and migration, as many people
left the country in search of work.
In recent years, the ratio of seniors has increased, yet the ratio of employable population
and population of school age has dwindled. According to the data at the disposal of the
Central Statistical Bureau, 51.6% of the population live in the Riga planning region, and
internal migration to the Riga Region is on-going.
The reduction in birth rate is partially attributable to lesser number of women of
reproductive age, yet the fall in the birth rate also coincided with the time when the population
suffered a considerable drop in income due to both the overall economic situation in the
country and the fiscal and social policy implemented in Latvia. The current situation and
trends indicate that, unfortunately, the demographic situation in Latvia could hardly improve
in the years to come; therefore, the availability of qualified human resources is also seriously
jeopardized.
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General national regulatory framework (model) of employment relations
As it is emphasized by many experts in the domain of economics, numerous economic
challenges of today have to be taken into account as pertains to further development of the
Latvian labour market, including the need to improve the productivity of the national
economy, the impact of globalisation on the flow of goods and human resources, supersession
of professions (including the disappearance of some professions and the appearance of new
ones) due to the influence of technology, economic development opportunities offered by
digital technologies, the influence of the new economic age on the management of
institutions, organisations and enterprises (including “chaos management”, “leadership”, etc.).
This entails the need for new professions, new forms of work and workforce provision
services, mutual rights and liabilities have to be defined for every type of employment
relations, etc.
“The Global Competitiveness Report 2015–2016” of 2015 admits that the regulatory
framework applied to human resources is the 11th most frequently mentioned factor that
impedes business (Schwab 2015). In the course of studying and analysing the general
regulatory framework (model) of employment relations in different EU Member States (e.g.,
Denmark, Lithuania), the authors infer that the most essential preconditions for successful
development of national economy and attraction of qualified workforce to regions that can be
implemented through the use of regulatory framework and that would be advisable for more
profound integration into the education programs offered by professional education
institutions are:
− the creation (improvement) of a more efficient adult (lifelong) education system, including
continuous professional development and provision of modern skills that would be
necessary to employees on the labour market;
− the introduction of more elastic forms of employment, for instance, new types of
employment contracts – a “Zero-hour employment contract”, a “Project-based employment
contract”, a “Labour segregation employment contract”, an “Employment contract with
numerous employers”, etc., as well as the propagation of best practices on the regional
level.
Human resource management policy implemented by employers
A professional, modern and feasible human resource management policy is one of the
most essential prerequisites for success for every employer. If employees feel that they really
belong to the company or organisation and are satisfied to be a part of it, they are able to
generate maximum energy for doing their work for the company. Human resource
management is a versatile process that includes many subsystems, e.g., human resource
planning, attraction and selection; working environment and employment relations, the
organisational structure of an enterprise; legal aspects, quality of living environment and
social infrastructure, including growth and career planning, training and personnel
assessment. However, aside from dealing with the issues of observance of general regulations
of the labour law and the structure of an employee's professional life cycle (since an employee
is hired and up to the termination of employment relations), in order to be able to attract
qualified workforce, nowadays an employer has to have a much broader and more strategic
view.
The authors of the study distinguish three most essential modern human resource
management subsystems for attracting qualified workforce to regions (see Figure 2).
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Figure 2. The most essential modern human resource management subsystems
for attracting professional and qualified workforce to regions
Source: developed by the authors.

One of the trends that gradually grow ever more pertinent to both private companies and
various government and municipal institutions is the substitution of employment forms, when
a company or an organisation purchases services from an employee as a self-employed person
rather than actually hiring this employee under an employment contract. Such elastic
employment conditions often turn out to be mutually convenient and lucrative. Such
freelancer culture is gaining popularity worldwide, and in Latvia as well. Apart from that, the
technologies and ICT opportunities of today allow an employee to provide services, to work
for an employer located anywhere in the world whilst physically being, for example, in the
most remote corner of a region or district. It is important to realize that this kind of
employment determines the need to change for both the managers and employers and – even
more so – for employees, experts, who have to become more motivated, independent and selfactive.
In the course of studying different methods for employee motivation, one has to pay
attention to one of the most essential tools, which is often successfully used by many Latvian
companies, the so-called “development interviews”. An employee’s potential is always
greater than it usually reveals itself in the course of one's daily routine. Aside from allowing
an employer to determine the current competences and motivation level of an employee, such
development interviews are also a means to stimulate the expression and development of
one’s potential and to make the required adjustments to the requirements towards employees.
As specified by K.Vintiša (2010), during such interviews, it is possible and necessary to
adjust an employee’s idea of his/her place and role within the organisation, improve an
employee's involvement and motivation, strengthen an employee’s confidence in his/her skills
and capabilities, agree on the further course of action, which would allow the maximum usage
and development of an employee’s potential and direct him/her towards new achievements.
In the context of motivation, regional enterprises, professional education institutions,
local municipalities willing to attract qualified human resources should not forget about the
overall attractiveness of the region’s image and its competitive ability. Considering the scale
of globalisation nowadays, these aspects could play a pivotal role in some instances.
According to the empirical interpretation of a competitive region provided by
V. Boroņenko (2009), such region would have to meet not just some specific economic
requirements (e.g., a considerable population or a GDP level compared at a national/
international scale), but also certain organisational requirements, including the ability to
provide internationally comparable statistical information, the ability to collect qualitative
information that is not reflected in statistical reports, as well as to have a partnering institution
that would be able to organise the collection and provision of information on its respective
territory.
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Labour market development forecasts
The Ministry of Economics of the Republic of Latvia makes labour market forecasts on
a regular basis – the methodology of the labour market forecast delivered in 2016 is based on
the dynamic optimisation model (DOM) for labour market forecasts developed within the
boundaries of the ESF project of 2007 “Study of the Long-Term Labour Market Demand
Forecast System and an Analysis of Improvement Potential” (Darba ... 2007) This model got
improved over time, in the course of implementation of the ESF project activity
“Improvement of the instruments for labour market forecasts in the mid-term and long-term
perspectives” and now uses a systematically dynamic approach (Latvijas … 2013). As distinct
from the initial version of DOM, the current labour market forecast methodology considers
essential factors like workforce ageing and professional mobility, which are determined by the
similarity of skills and competences in the cross-section of professions. Apart from that, the
modelling methodology is supplemented with the workforce migration and remuneration
simulation and forecasting functions, as well as the capability of analysing policy influences.
Forecast of demand for workforce
Even though the national economy growth rates identified by the Ministry of Economics
of the Republic of Latvia are expectedly comparatively high, the demand for workforce grows
at a rather moderate pace in the mid-term, as the growth must be largely based on an increase
in productivity rather than on larger numbers of employees. In the Latvian national economy,
the demand for workforce (employees within the age group 15–74) in 2015 amounted to 896
thousand; the forecasts state that it is going to be 947 thousand in 2022 and 981 thousand in
2030 (Informatīvais ... 2016). At that, over 3/4 of the entire increase in the demand for
workforce by 2022 is going to be represented by three sectors, namely, processing industry,
trade and commercial services.
Processing industry is expected to yield increased demand for workforce along with
achieving greater output volumes. However, in order for the industry to retain its competitive
performance in the mid-term and long-term perspective, over 3/4 of the overall growth in the
industry must be comprised of increased productivity – transfer of technology into production,
development of research, innovation, employee qualification and skill enhancement. The
greatest contribution to the growth of processing industry in the long-term perspective is
expected to come from mid-tech and hi-tech domains (e.g., the production of equipment,
mechanisms, electrical and optical devices, etc.), and the relative contribution is going to
decrease in respect of such traditional sectors as timber processing and food production.
Similar to the situation in other developed countries, the number of people employed in
agriculture and forestry is expected to decrease. In 2015, agricultural and forestry industries
made 2.5% of the GDP, yet the percentage of people employed in these domains was 7.95 of
the total number of employees in the national economy. This means that agriculture and
forestry are less productive as compared to other industries, and the increase in productivity
thereof in the coming years is going to play a pivotal role for the growth of these industries.
The demand for workforce in the construction industry is expected to grow gradually in the
future as well. The forecasts predict a stable and harmonised growth of the industry in its
different segments – construction of infrastructural facilities, industrial and commercial
structures, as well as public and residential buildings. A comparatively large increase is
expected in the number of people employed in the domain of commercial services in the
future. In 2022, the demand for workforce in this area is going to exceed its 2015 level by
9.6%, amounting to about one fifth of the entire population employed in the national
economy. The growth of the commercial service industry is likely to be promoted by the
development of other industries of the national economy and the ever-growing demand for
outsourced services (Informatīvais ... 2016).
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3. Mechanism for improving the attraction of professional
and qualified human resources
In the authors’ opinion, the workforce attraction mechanisms previously suggested in
Latvia are inefficient, which is indicated both by the allocation of funding to professional
education and by the fact that there have been numerous projects that involved the calculation
of different methods for planning supply and demand on the labour market, yet none of those
could effectively reduce the unemployment rate in Latvian regions: in the first quarter of
2017, the unemployment rate in Latvia, according to the results of the CSM Workforce
Survey, was 9.4%. It has decreased by 0.9 percentage points as compared to the previous year
(CSB 2017).
According to the authors’ observations, one of the major flaws was that the suggested
methods were rather quantitative than qualitative. Essentially, the workforce attraction mechanism
was lacking direct cooperation between the primary interest groups in a specific region.
In view of the fact that the common feature of all mechanisms is that these work in
accordance with certain principles, a mechanism for improving the attraction of professional
qualified human resources can also work efficiently, provided that specific principles are
observed and specific actions are taken for a single common purpose. Therefore, the study
involved the development of cooperative activities for professional education institutions,
businesses, local municipalities and government authorities for the purpose of attracting
professional qualified workforce to Latvian regions through the design of a human resource
attraction improvement mechanism. In order to determine the opinions of concerned parties
regarding the most appropriate and convenient communication channels and forms, and
summarise the measures taken by municipalities in order to attract qualified human resources
in cooperation with businesses and educational institutions, an expert survey on the issues of
attracting qualified workforce to regions was carried out in May 2016, within the boundaries
of this study, among the representatives of municipalities of 21 Latvian regional development
centres (Latvijas … 2016).

Figure 3. Structure of the mechanism for attracting qualified workforce
Source: developed by the authors.
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The attraction of human resources to Latvian regions can be improved through solving
issues in no less than six major areas, five of which are to be qualified as prerequisites
(“auxiliary cogs”, which, in terms of scale or magnitude, are even greater than the central
element of the mechanism); if these are not met, the entire mechanism will be unfit for
efficient operation. Figure 3 shows the cohesion between the five main prerequisites and the
central component of the mechanism – a cooperation platform for professional education
institutions, businesses and local municipalities.
The attraction of human resources to Latvian regions can be improved, provided that
there is going to be the cooperation between the four partners from the most essential
domains:
1) the local municipality, including the general education institutions subordinate thereto;
2) educational institutions for mastering specialities – vocational schools, higher education
institutions / universities, etc.);
3) employers;
4) other institutions (government authorities, the media, non-governmental organisations,
trade unions, etc.).
The main goal pursued by means of involving these cooperation partners into the
mechanism is to improve mutual communication and cooperation in order to develop
qualified workforce and draw it to regions of Latvia.
In the course of the study, four or five main groups of tasks to be implemented and the
areas of responsibility were defined for each of the abovementioned cooperation partners. For
instance, the local municipality provides a set of human-oriented services and strives to
ensure high overall quality of life in the region, including the provision of readily available
up-to-date residential areas of good quality, a well-arranged road infrastructure; promotes the
opportunities for high-quality, competitive education at all levels (including informal adult
education), which is characterised by a child-oriented education and upbringing process;
identifies employers' needs for professionally valuable professional education training in the
district or region, which would be rooted in the working environment, etc.
Special attention was paid to the role of professional education institutions,
specifying that it is necessary to trigger and support the shift of paradigm in professional
education; ensure the balance of theoretical and practical education content; provide highly
professional and truly motivated teachers of different generations, who take part in continuous
education activities themselves; offer economically substantiated, professionally valuable
professional studies and continuous education programs rooted in the working environment;
actively promote professional education.
Emphasis is also placed on the contribution of employers, which implies their active
participation in the improvement of the image of professional education; regular participation
in the updating of education programs; respect towards and skilful usage of intellectual and
emotional traits, physical features and other manifestations of diversity among employees;
orientation not just at gaining profit, but also at meeting the requirements of an employee
through the identification of interrelation between the personal development of an employee
and the growth of the employee's company.
Another important set of actors in the mechanism for attracting workforce to regions
consists of different other institutions – government authorities, mass media, nongovernmental organisations, trade unions, etc. Government institutions must provide stable
and comprehensible legislation in the realm of education; amendments must be made to
labour law in order to make due provisions for the elasticity of working environment and
forms of employment (including the opportunity to make employment contracts of different
kinds). The State Employment Agency, being one of the main government institutions in
charge of dealing with the issues of labour market, must engage in more active cooperation
with municipalities, employers and professional education institutions. The media could be
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encouraged to participate in the activities aimed at improving the image of professional
education; they could promote good examples of career education, as well as ensure regular
coverage of the positive effects of the “mechanism”.

Local
municipality

Professional
education
institution

Other
(media,
government,
NGO, etc.)

Employers

Figure 4. Cooperation platform for professional education institutions,
businesses and local municipalities
Source: developed by the authors.

In their expert interviews taken within the boundaries of the study, many strategic
thinkers also admit that nowadays it is very hard or virtually impossible to bind human
resources to a specific location. For instance, R. Ozols, Board President of the association
‘Institute of Continuous Education and Culture ‘Vitae’’, thinks that in the knowledge society
of today, employees tend to prevail over employers in the labour market to an ever greater
extent, and the choice of an employee is ever more determined by the opportunities for
involvement and personal development rather than a benefit of sorts offered by a specific
employer. In the long-term perspective of 20–25 years, economic development in regions is
possible, provided that the respective municipalities ensure the provision of a set of humanoriented services; the work of a municipality should be carried out by a small staff of highly
qualified employees, who are knowledgeable enough and able to provide support to people
living within a specific territory, plan and implement human-oriented development of the
territory; inhabitants have access to professionally valuable and interesting studies rooted in
the working environment; there is mutual trust between employers and employees; an
employee is a proactive, honest, just person, who has shaped himself/herself in this manner
thanks to high-quality education and has high/proper self-consciousness, etc. (Latvijas ... 2016).
The criteria specified above characterise the knowledge-based society, which nowadays
comes into being all over the world, and which uses the word “knowledge” to refer to an
individual's personal experience (not just a set of information that an individual was able to
memorise). Open borders of the free labour market in Europe have considerably accelerated
the flow of population, including qualified workers, from Latvian regions not only to Riga,
but also to other countries, where they have been able to obtain broad personal experience
pertaining to the features of labour market, the experience they could share with those who
have stayed in Latvia. In this manner, the employees' idea of relations between and employer
and an employee undergoes a considerable transformation, which also affects the
opportunities to attract professional, qualified workforce.
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Conclusions and proposals
1.

2.

3.

4.

According to the forecasts, the demand for highly educated, professional and qualified
human resources with the ability to solve a range of complex issues is going to rise in
Latvia by 2030. In turn, the demand for workforce of low-skilled professions with basic
education is expected to decrease.
There are many interrelated factors that affect the labour market situation and the
development, appropriateness and availability of qualified workforce. Therefore, it is
necessary to establish a cooperation platform for professional education institutions,
businesses and local municipalities, developing a mechanism for attracting human
resources that would conduce to the preparation of respective specialists and their
attachment to the regions of Latvia.
Professional education institutions, higher education institutions and, respectively, the
study programs thereof must meet the current needs of human resources and the public;
they must focus on the learning of skills, competences, knowledge and attitudes,
developing the ability to react in real situations.
Given the awareness of the fact that it is, first and foremost, the employee who chooses
the current or future place of employment, the joint objective of all the parties concerned
would be to create the preconditions for the local or regional environment to be attractive
and competitive in terms of the choice made by an employee. Businesses could be of
considerable importance as components of the national education system (especially so if
these could be involved in the adjustment of vocational training to meet the current and
future needs of the market), whereas local municipalities could have an essential role in
the provision of general quality of life in the respective regions, so that the potential
human resources would be willing to live and work there.
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Kopsavilkums
Profesionāls un kvalificēts darbaspēks Latvijas reģioniem – 21. gadsimta izaicinājums
Nākotnē būtisku ietekmi uz darba tirgu atstās globalizācijas tendences – konkurence starp attīstītām un attīstības
valstīm, darbaspēka piedāvājuma izmaiņas: Eiropā un citās attīstītajās valstīs pieaugs vecāka darbaspēka
īpatsvars, bet attīstības valstīs būs vērojamas pretējas tendences. Notiks izmaiņas, kas skars profesiju apguvi, tai
skaitā radīsies tādas jaunas specialitātes, par kādām mūsdienās pat vēl nenojaušam. Tāpēc uzsvars aizvien
vairāk tiek likts ne tikai uz zināšanām, prasmēm un kompetencēm, bet arī uz dažādu institūciju sadarbību.
Latvijā īpaši svarīgi tas ir valsts reģionos ārpus galvaspilsētas Rīgas, jo notiek iedzīvotāju skaita pakāpeniska
samazināšanās. Pētījuma mērķis ir analizēt galvenās darbaspēka pieprasījuma un piedāvājuma tendences
Latvijā, izteikt priekšlikumus profesionālās izglītības iestāžu, uzņēmēju, vietējās pašvaldības un valsts iestāžu
sadarbības pasākumiem profesionāla, kvalificēta darbaspēka piesaistei reģioniem Latvijā. Pētījumā izmantotās
metodes: monogrāfiskā, loģiskās konstrukcijas, statistiskās analīzes, EKD (Enterprise Knowledge
Development – angl.) modelēšanas metodes pamatprincipu pielietošana kvalificēta darbaspēka piesaistes
mehānisma izstrādē reģioniem Latvijā, t.sk. konkrētu sadarbības pasākumu un priekšlikumu izstrādē
adaptēšanai vietējās pašvaldībās. Galvenie secinājumi: līdz 2030. gadam Latvijā pieaugs pieprasījums pēc
kvalificēta un augsti izglītota darbaspēka ar prasmēm risināt kompleksu problēmjautājumu loku, piemēram,
inženieriem, informācijas un komunikācijas tehnoloģiju un citiem tehnisko nozaru speciālistiem. Savukārt
samazināsies pieprasījums pēc vienkāršām prasmēm fiziska un rutīnas darba veikšanai – darbaspēka
mazkvalificētās profesijās ar pamatizglītības līmeni. Tāpēc nepieciešams izveidot darbaspēka piesaistes
uzlabošanas mehānismu, kas veicinātu un nodrošinātu atbilstošu speciālistu sagatavošanu Latvijas reģionos
atbilstoši 21.gadsimta prasībām.
Atslēgas vārdi: darbaspēks, reģioni, darbaspēka piesaistes uzlabošanas mehānisms Latvijā.
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Резюме
Профессиональные и квалифицированные трудовые ресурсы
в регионах Латвии – вызов 21 века
В будущем глобализация, как правило, оказывает значительное влияние на рынок труда - конкуренция
между развитыми и развивающимися странами. Также проходит изменение предложения рабочей силы:
доля пожилых работников будет возрастать в Европе и других развитых странах, но в развивающихся
странах появятся признаки аналогичных процессов. Будут изменения, которые повлияют на
приобретение профессий, в том числе появление новых специальностей, которые сегодня даже не
известны. Поэтому акцент все чаще ставится не только на знания, навыки и компетенции, но и на
сотрудничество между различными учреждениями. В Латвии это особенно важно в регионах страны за
пределами Риги, поскольку происходит постепенное сокращение числа жителей. Целью исследования
является анализ основных тенденций спроса и предложения рабочей силы в Латвии, предложения
предложений о сотрудничестве между профессиональными учебными заведениями, предпринимателями,
органами местного самоуправления и государственными учреждениями в привлечении
квалифицированной рабочей силы в регионы Латвии. Методы, используемые в исследовании:
применение основных принципов метода моделирования монографии, логических конструкций, EKD
(Enterprise Knowledge Development) для разработки механизма привлечения квалифицированных кадров
для регионов в Латвии, в т.ч. разработка конкретных мер сотрудничества и предложений по адаптации к
местным органам власти. Основные выводы: к 2030 году в Латвии будет расти спрос на
квалифицированную и высокообразованную рабочую силу с навыками решения сложного круга
вопросов, таких как инженеры, информационные и коммуникационные технологии и другие технические
специалисты. С другой стороны, спрос на простые навыки для выполнения физической и рутинной
работы - низкоквалифицированной рабочей силы с базовым уровнем образования уменьшится. Поэтому
необходимо создать механизм для улучшения найма рабочей силы, который будет способствовать и
обеспечивать адекватную подготовку специалистов в регионах Латвии в соответствии с требованиями
XXI века.
Ключевые слова: рабочая сила, регионы, механизм повышения привлекательности труда в Латвии.
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ORGANIZATIONAL SUSTAINABILITY: THE ROLE OF ETHICS
The concept of organizational sustainability is mainly based on three principles: economic integrity,
environmental integrity and social equity. Organizations have a tendency to reach these three principles as they
contribute to sustainable development. Ethical context in terms of sustainability is considered as taking into
account not only effectiveness, but also moral values and goals. Sustainability cannot be achieved without
paying attention to its ethical dimensions. Ethics is a vital element of individual and group behaviour and is at
the heart of the objectives of an organization. Sustainability means that organizations also have ethical and social
responsibilities that are not necessarily the same as their financial tasks. The aim of the study is to consider the
role of ethics in organizational sustainability. The objectives of the study are to analyse sustainability and to
highlight the ethical aspect of organizational sustainability. The research methods are: monographic, deductive
and inductive. The key result is providing the criteria of an ethically sustainable organization by summarizing
theoretical ideas.
Key words: ethics, sustainability, organizational sustainability, sustainable development.
JEL codes: D63, Q56, I38, F63.

Introduction
The ethical aspects of sustainability often remain implicit as most analyses focus on
economic, social, environmental and technical issues. Ethical context in terms of
sustainability is considered as taking into account not only effectiveness, but also moral
values and goals. Sustainability cannot be achieved without paying attention to its ethical
dimensions.
Ethics is a vital element of individual and group behaviour and is at the heart of the
objectives of an organization. Sustainability means that organizations have also ethical and
social responsibilities that are not necessarily the same as their financial tasks.
The aim of the present study is to consider the role of ethics in organizational
sustainability. The objectives of the study are to analyse the definition of sustainability and to
highlight the ethical aspect of organizational sustainability. The research methods applied are:
monographic, deductive and inductive. The key result is providing the criteria of an ethically
sustainable organization by summarizing theoretical ideas.
Many studies (e.g. Coblentz (2002), Clarke and Roome (1999), McDonald, Simpson,
and O’Brien (2008)) argue that the idea of organizational sustainability has become
significant to all businesses since it presents the means to providing long-standing success.
Brundtland’s definition of sustainable development has been used as a basis for sustainable
organizational development.
Theoretical discussion
Sustainability is an important idea that is generally referred to and widely supported. It
is usually considered as the stable pursuit of several things: ecological sustainability, social
equity, health and economic welfare. It is grounded in the ethical commitment not only to the
contemporary population’s well-being, but also to the comfort and enhanced opportunities for
future generations.
It is normal to set a question: why should we apply the basis of sustainability? Every
person in the world has a right to have their needs for food, housing and clothing met. The
duty of the present population is to leave a complete and functioning planet for the future
generation in at least as good state as they got it. The request of the sustainability framework
therefore requires a better understanding of ethical concepts.
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The Whistler 2020 (Canada) sustainable community movement describes sustainability
as “… a minimum condition for a flourishing planet in the long-term” (Kilbert et al. 2010). It
becomes harder to define the term of “sustainability”. The word "sustainability" is used more
and more frequently from a wide variety of perspectives and with a number of different
purposes in mind. As a result, it becomes harder to define the term of “sustainability”.
Probably, the best known basic definition of sustainability is stated in Our Common Future,
also known as the Brundtland Report, from the United Nations World Commission on
Environment and Development (WCED) published in 1987: “..meeting the needs of the
present without compromising the ability of future generations to meet their needs” (Kilbert et
at. 2010).
The use of this definition has led many to see sustainable development as having a
major focus on intergenerational equity. The brief definition does not clearly mention the
environment or development. As to development, the report states that human needs are basic
and vital. The economic growth – as well as equity to share resources with the poor – is
required to sustain them (Kates et at. 2005).
Since the Brundtland Report many other works have appeared aimed at explaining the
worldwide consensus about the goals of sustainability, development of subsequent and
previous global efforts (such as Agenda 21, The Earth Charter, The Rio Declaration) on the
aims, standards and models of sustainability.
Another way to define sustainable development is in what it specifically seeks to
achieve. To illustrate this, it is helpful to examine three sets of goals that use different timehorizons: the short-term (2015) goals of the Millennium Declaration of the United Nations;
the two generation goals (2050) of the Sustainability Transition of the Board on Sustainable
Development; and the long-term (beyond 2050) goals of the Great Transition of the Global
Scenario Group (Kates et at. 2005).
Do ethical issues matter in sustainability? The most essential aspect is the planned
responsibility of contemporary society for the quality of life of today’s population plus the
preservation of resources, the environment and other ingredients needed for future population
to also experience a good quality of life. It is a huge and daunting mission and requires
enormous changes in the way of thinking, policy, and basic economic assumptions for its full
implementation. At present, it could mean that wealthier, more technologically urban societies
could have to contribute materially through a wide range of assistance programmes to
increase the wealth of poorer nations. They have to aid them by rising the ability to provide
the basic needs of their population. Accordingly, for the future generation it means
guaranteeing the availability of a wide range of resources, for example, natural, cultural,
educational and etc., providing a good quality of life.
At the end of the 19th century and the beginning of the 20th century, rationality became
increasingly important in economic studies. But at the end of the past century that perspective
changed and more attention was paid to the ethical aspect of economy.
One example of this new point of view is the work of Nobel Prize winner Amartya Sen
(1999) On Ethics and Economics: it is the analysis of the economic impoverishment due to
excluding ethical components in its analysis. The author also states that there are relevant
advantages and improvements in the analysis when economics introduces ethical
characteristics in its studies (Rogers 2008).
Another contemporary author, Elizabeth Anderson (2004) investigates the social
relations of creditors and debtors, which she denotes as the ethics of debt and the ethical
assumptions of the economic theory. She describes the history of the ethical and moral
dimension of debt from the Biblical time to the latest schools of economic thought.
However, when the economic analysis introduced such a concept as efficiency, the main
objectives were the maximization of profits and efficiency in the allocation of resources. The
new concept implied that the ethical base of the economy lost its importance. More relevance
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was given to the practical aspect of economy. This point of view changed only at the end of
the twentieth century and the interest in ethical issues of economy was aroused.
Professionals can reinforce the values of sustainability by multiple actions, first
educating themselves about the choices that will make a difference and then seek changes –
personal and structural – allowing these choices to take root. We cannot change our society if
we ignore sustainability in one aspect of our lives. Instead, we must see and seek out contacts
among diverse activities at home, at work, and in the society. Through better understanding of
the ethics of sustainability it becomes clear why the sustainability framework is not only an
approach to answering many difficult questions we face, but why it is, in fact, the right
approach, the right thing to do.
Research results and discussion
Sustainability means continuation. For an organization it means that it has the elements
necessary to carry on and constantly enhance its activities in pursuit of a defined mission.
Thus, it has both a defined mission and some combination of goals and objectives, the
attainment of which ensures the successful pursuit of the mission (Coblentz 2002).
The issue of how to frame the ethical problems in constructive and fruitful ways is vital
but underappreciated, as it is especially applicable for problems that concern sustainability
when popular discourse often defines problems as stark choices between economic or
environmental goods. One of the most important tasks of the ethics in such situations is to ask
questions that could help finding good solutions. Philosopher Anthony Weston (1971) notes
that “if we are to find the best solutions to our ethical problems, we first need to find the best
problems” (Kilbert et at. 2010).
Ethical societies provide tools for thinking of problematic issues in a complicated
world. Therefore it is a vital component of a successful and effective decision-making
process. It is especially important for sustainability, which seeks to integrate diverse and
sometimes conflicting ethical and practical goals.
The goal of the ethics of sustainability is to guide people in their efforts to address real
global problems and build more socially, environmentally and economically sustainable
institutions, practices and societies. The ethics of sustainability cannot succeed only in the
realm of theory (Kilbert et at. 2010).
Sustainability without ethics is an empty shell, e.g., sustainability lacks a generative
purpose and ends serving as a guide for reflection if we do not reflect the culture, values, and
methods to realize durability.
Sustainability is about ethics because it requests the existing people not only to consider
the condition of the current impoverished population, but also the possible condition of future
inhabitants. Obviously we are approaching the consequences of climate changes and resource
depletion. Therefore, the question of our responsibility for the future is ethical responsibility
to be addressed and better understood. Sustainability forces us to pay attention to the
consequences of our behaviour in a way that is different from any other concept and as a
result, developing ethical underpinnings of sustainability. That, accordingly, is essential to
apply as a solution for the number of problems being met or shall be faced by current and
future individuals.
Principles of ethics provide valuable rules for organizational ethics observed, because
they explain what is “right”. Organizational ethics provides “a framework for ethical
discourse across all aspects of the organization and creates a framework through which an
institution can recognize the relational nature of its being; its impact, positively and
negatively, on others” (McDonald et at. 2008).
A sustainable organization has a mission defined that ensures a brief description of why
the organization exists and what it plans to achieve.
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This aspect of sustainability gets to the essence of what makes an organization work.
We can compare organizational sustainability to the body and brain of an organization.
Financial sustainability is the blood that nourishes it. But ethical sustainability is its very soul
(Coblenz 2002). Organizational sustainability characterizes a continuing development rather
than a state of excellence. Thus, keeping an organization sustainable requires an endless effort
and unity of purpose focused on mission.
In accordance with Coblenz (2002) an organization is ethically sustainable when:
the leader the organization has a clear vision of, and commitment to the mission;
1. the vision and the mission are effectively communicated to all staff;
2. the staff are committed to the vision and the mission;
3. the staff feel that the mission is rewarded by career development opportunities, adequate
compensation and a dynamic work environment;
4. the general feeling is that problems are challenges that staff will overcome with unity of
purpose and strength of commitment;
5. leadership, management and staff not only act ethically, but are also perceived as doing
so.
These are the criteria of a sustainable organization. Thus, a sustainable organization
would have a strong code of ethics useful to all staff and a monitoring system. Clarke and
Roome (1999) propose that organizations engage in knowledge sharing in order to inform,
confirm and validate their own internal approaches to sustainability. Outside this, it is unable
to find the organization to think about the impact of sharing ideas with the outside world.
Sharing experiences with other organizations to learn more about how they are working to
deal with sustainability problems has equally helpful outcomes.
Many studies (e.g. Coblentz (2002), Clarke and Roome (1999), McDonald, Simpson,
and O’Brien (2008)) argue that the idea of organizational sustainability has become
significant to all businesses since it presents the means for providing long-standing success.
Brundtland’s definition of sustainable development has been used as a basis for sustainable
organizational development.
Powell (2011) holds that the concept of organizational sustainability is mainly based on
three principles: economic integrity, social equity, and environmental integrity. Organizations
have a tendency to reach these three principles as they contribute to sustainable development.
Conclusions and suggestions
In this research, the establishment of organizational sustainability ethics is considered as
a proper method for achieving sustainable development goals. This statement is consistent
with several studies (e.g. (e.g. Coblentz (2002), Clarke and Roome (1999), McDonald,
Simpson, and O’Brien (2008) and Powell (2001)), which mark the relation among ethics and
organizational sustainability, for example, the sustainable organization has a mission defined
that ensures a brief description of why the organization exists and what it plans to achieve.
The challenge for companies in changing economic and political environment is how to
remain ethical in route with the idea of sustainable development. An aspect of sustainability is
the attempt to integrate a diverse set of ethical principles and goals in both practice and
theory. Thus, sustainability is not only a combination of different values, but also a combined
scheme in which its parts cooperate to reinforce each other.
In order to summarize this discussion, it can be recommended to take into consideration
the following theses:
• whereas research on the role of ethics in sustainable organizational development is rarely
seen, it needs to be further studied in order to advance vision into the relationship
between ethics and sustainable development;
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•
•

•
•
•
•

besides ethics at the level of an organization, ethics at the individual level can have an
impact on sustainable development as well;
future research should focus on the role of ethics in various types of organizations and in
different countries because people from different countries might have different
perceptions of ethics and sustainable development;
it takes sustained effort of every staff member to make an organization sustainable;
leaders have the responsibility to create a vision, make it clear and communicate it to the
staff;
sustainability is an endless organizational initiative;
organizations are often working on addressing similar sustainability issues and asking the
same sustainability questions; therefore, by sharing best practices organizations can work
together to generate sustainability solutions.
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Kopsavilkums
Organizatoriskā ilgtspēja: ētikas loma
Organizatoriskās ilgtspējas jēdziens galvenokārt balstās uz trim principiem: ekonomisko integritāti, vides
integritāti un sociālo taisnīgumu. Organizācijām ir tendence sasniegt šos trīs principus, jo tie veicina ilgtspējīgu
attīstību. Ētikas loma ilgtspējīgas attīstības nodrošināšanā tiek uzskatīta ne tikai par efektivitātes, bet arī morālo
vērtību un mērķu ievērošanas stūrakmeni. Ilgtspējību nevar sasniegt, nepievēršot uzmanību ētiskajiem
aspektiem. Ētika ir būtisks indivīda un grupas uzvedības elements, un tas ir organizāciju uzdevumu pamats.
Ilgtspēja nozīmē to, ka organizācijām ir arī ētiska un sociāla atbildība, kas ne vienmēr atbilst to finansiālajiem
mērķiem. Pētījuma mērķis ir aplūkot ētikas lomu organizācijas ilgtspējā. Pētījuma uzdevumi ir analizēt ilgtspējas
definīciju un izcelt ētikas aspektu organizācijas ilgtspējā. Pētījumā izmantotas ir monogrāfiskā, deduktīvā un
induktīvā metodes. Galvenais rezultāts, apkopojot teorētisko materiālu, ir noteikti galvenie kritēriji, kas nosaka,
kad organizācijas ir ētiski ilgtspējīgas.
Atslēgas vārdi: ētika, ilgtspēja, organizatoriskā ilgtspēja, ilgtspējīga attīstība.
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Pезюме
Организационная устойчивость: роль этики
Концепция организационной устойчивости в основном базируется на трех принципах: экономическая
целостность, социальной справедливости и экологической целостности. Организации имеют тенденцию
к достижению этих трех принципов, поскольку они способствуют устойчивому развитию. Этический
контекст в термине устойчивости рассматривается как принимая во внимание не только эффективность,
но и моральные ценности и цели. Устойчивость не может быть достигнута, не обращая внимания на его
этические аспекты. Этика является жизненно важным элементом индивидуального и группового
поведения, и находится в центре деятельности организаций. Устойчивость означает, что организации
имеют также этические и социальные обязанности, которые не всегда соответствуют их финансовым
целям. Целью исследования является рассмотрение роли этики в организационной устойчивости. Задачи
исследования заключаются в анализе определения устойчивости и выделить этический аспект
организационной устойчивости. Методы исследования являются монографический, дедуктивный и
индуктивный. Основной результат: изложены основные критерии для определения того, когда
организации являются этически устойчивыми.
Ключевые слова: этика, устойчивое развитие, устойчивость развития организации.
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GENERAL REQUIREMENTS AND TEMPLATE FOR THE PAPERS
Papers, in which the layout requirements are not observed, will not be accepted.
Language of article: literary, terminologically precise English. If the author prepares the paper
in a foreign language, then he/she should take trouble about the linguistic correction of the
written text consulting a specialist of the corresponding branch of social sciences – a native
speaker.
Papers containing spelling and grammatical mistakes and errors will not be accepted and
reviewed.
The manuscript should be submitted to the Secretary of the Journal Dr.oec. Viktorija Šipilova
by e-mail: viktorija.sipilova@du.lv
Volume of paper: 20,000–50,000 characters including spaces.
Papers should be formatted with single columns with 1.0 line spacing, 12 point Times Roman
font. Margins: top – 2 cm, right – 2 cm, bottom – 2 cm, and left – 3 cm. Do not add page
numbers to the paper. If special computer programmes are used, then they should be
submitted together with the paper.
TITLE
The title of the paper should be centred and typed in bold capital letters using Times New
Roman, 12 pt.
Abstract
Abstract: 1,200–1,500 characters including spaces. The text should be typed using Times New Roman font
(WinWord); font size – 10, line spacing – 1.0. The abstract should reflect the essence, content and research
results of the study. It should contain the problem statement, the aim, the main research methods used, the main
results and findings of the paper.
Key words: one, two, three, etc. (not more than 5 items).
JEL code: available on: https://www.aeaweb.org/journal/jel_class_system.php (Journal of Economic Literature
(JEL) Classification System). Please provide no more than three codes and use 3-character code (e.g. C01 for
Econometrics).

Introduction
The introduction should identify the key ideas and the importance of the research; pose
research question that needs to be answered and state how the findings contribute to the
discipline. The introduction includes the related issues, sets the aim and objectives of the
research, presents the research methods applied, states the novelty and topicality of the
research.
Theoretical discussion
In the theoretical discussion should analyze the results of research findings published in
different scientific monographs, journals, materials etc.
Research results and discussion
This part includes: text, tables, figures, formulas with references, data source references,
evaluation of validity of calculations. This part may be divided into balanced sub-parts.
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1. Sub-part
Text, tables, figures, formulas with references, data source references, evaluation of the
validity of calculations.
2. Sub-part
There could be 2 – 5 sub-parts.
Tables – MS Word or Excel, should be clear even without reading the text. Tables in the paper
shall be given in Arabic numerals. The word ‘Table’ and its number are placed at the right
margin. The title of the table is centred in a new paragraph. Tables in size over a full page are
not recommended. Tables shall be centred on the page.
Table 1
Title (what? where? when?), unit of measure
No.
1.
2.

Indicator/ Parameter
Text 1
Text 2

A
3
2

B
10
8

Source: author’s calculations based on (author, year).

Figures – in black and white, background not shaded. Titles of figures are placed below the
figures. Figures shall be centred.
A

Z
W

Figure 1. Title (what? where? when?), unit of measure
Source: developed by the author based on (author, year).

If a provided table/figure or its part has been published in another source, a primary source
shall be indicated below. Information of the sources should be typed using font size - 10.
Formulas – MS Equation, numbered.
Use (.) as decimal point in the text, tables and figures, e.g., 0.23 or 17.38%.
Conclusions/ proposals/ recommendations
The main research findings. The analysis and evaluation of the main research results
discussed in the paper. Conclusions are only the original contribution of the paper: they
indicate the value of the research and the material presented. It should be a strong
recapitulation of major ideas of the paper.
Conclusions, as well as proposals shall be written as theses and numbered.
References should be placed in a text according to the example: (Ābelīte 2014, 70. lpp),
(McCann 2013, p. 10); (Воронов 2003, с. 10) (Regions ... 2011) . Explanations and
comments should be given in the endnotes.
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Summary
Paper should contain a summary of 1,200–1,500 characters, font size – 10, line spacing – 1.0. in Latvian and
Russian at the end of the paper. The summary reflects the essence, content and research results of the paper. It
should contain the problem statement, the aim, the main research methods used, the main results and findings of
the paper.
Kopsavilkums
Latgales reģiona pilsētu attīstības tendenču prognozēšana
Latvijas pilsētu sistēmas mērogā – kritisks izvērtējums un vispārinājumi
(Teksts)
...................................................................................................................
Atslēgas vārdi: nozaru attīstības tendences, pilsētu sistēma.
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Резюме
Прогнозы экономического развития городов Латгалии
в масштабе Латвийской городской системы – критическая оценка и обобщение
(Tekст)
.....................................................................................................................
Ключевые слова: тенденции развития отрасли, городские системы.
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