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Keywords: brand image, cosmetics industry, customer loyalty. 
 

As the current economic environment becomes more competitive and introducing new brands 
becomes increasingly costly, companies must find new strategies to increase their capacity and 
competitiveness. In order to win the leader position in the marketplace marketing specialists work out 
different kind of strategies to achieve long lasting success. One of the most significant among these 
strategies is customer loyalty toward the brand. To achieve customer loyalty marketers should focus on 
brand image attributes and benefits in their efforts. By maintaining and strengthening the brand image and 
values, it will position the brand positively in the minds of consumers. 

Brand image comprises a consumer’s knowledge and beliefs about the brand’s diverse products 
and its non-product attribute. Brand image represents the personal symbolism that consumers associate 
with the brand, which comprises of all the descriptive and evaluative brand-related information. When 
consumers have a favorable brand image, the brand’s messages have a stronger influence in comparison 
to competitor brand messages. Therefore, brand image is an important determinant of a buyer’s behavior. 
Based on the brand image and the principle that identity is the source of brand positioning that can be 
used to attack a market with a view to growing market share at the expense of the competition. 

It is very important for any business organization to evaluate their consumer’s perception towards 
the image of their brand or services offered. Measuring brand image based on consumer’s perceptions 
helps a company to identify the strengths and/or diagnose the weaknesses of their company image, 
company’s product or brand image and its position in the market. It is also important to understand that a 
brand has many images which are generally in the form of brand attributes and/or brand benefits. 

The primary purpose of this article is to illustrate the role of brand image in cosmetics industry, to 
summarize information from different studies and to describe the role of brand image in cosmetics 
industry. To analyse consumer’s perceptions of these image attributes and benefits as it’s a strategic way 
to identify the strength of a brand’s quality and the meaning that consumers associate with the brand. 
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Usually the objective of an external audit of financial statements is to express an opinion whether 
the financial statements are prepared, in all material respects, in accordance with an applicable financial 
reporting framework. The audit needs to give a true and fair view of the annual financial report of the 
enterprise. 

The understanding, need, use of information and audit report; responsibility, objectives and 
expenses of an external audit for Small and Medium-sized enterprises in the Republic of Latvia. 

An external audit is understood as the activity done by certified auditor and consisting of analysis 
and revision of the financial state of the entity that correspond to the legalization of the state needs an 
external audit and auditor report of annual financial report. 

The expenses of an audit is annual administrative costs that needs to be consider as a favour and 
essential costs for a company. The need and costs of an external audit should to be planed and calculated 
annually. 

Audit development and use in Latvia, together with the use of International auditing standards, is 
closely connected to economic development, political changes and regulation of laws in the country. 

The use common and practical use of International audit standards, the financial reporting 
reliability, the ability to use understandable the report to investors, creditors, financial statement users, 
owners of Small and Medium-sized enterprises, society as a whole, the options of audit companies to 
make the audit in existing financial market regulation in the Republic of Latvia. 

The effective functioning, analysis and return of an external audit for a Normal and Small; 
Medium-size enterprises in the Republic of Latvia of year 2011. 
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demographic researches, Reliability age coefficient of death 
 

I will try to answer such kind of posed question: how many residences should be living in the 
given region that the demo-statistical description of current demographic processes in it gives us full 
value, reliable data-results about statistical study of population or to say with other words the region 
should be presented independent object of demographic research? [1] 

We cannot begin proving that the question has not been posed so yet. This question exists itself 
with any quantitative analysis. But the question in demography if what criterion we should define 
enough-adoption of a number of region population for demographic analysis has not been still posed and 
has not been answered yet. How much this population is: 50, 100, 150, 200, 500, 600, 700 or more 
thousand? [2] 

To solve the raised problem, we should firstly answer the question: what does full-featured 
demographic analysis mean. 

That’s why we should take the existence mean of death-rate reliable age coefficients calculation as 
the reliability criterion of regional demographic research. [3] If the totality of region population gives the 
mean of calculation such death-rate age coefficients, it’s obvious that to receive the reliable birth-rate age 
coefficients does not bring doubt. In such situation we can calculate the complete system of population 
statistical study data: general and age coefficients, sum data of birth-rate, gross and net coefficients of 
population statistical study, mortality schedules, and on their base will be done the prognostic calculations 
and etc. 
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General characteristic of Azerbaijani economy is its high sensitiveness to external shocks. This is 
mostly due to high share of oil and gas sector in the economy, which reached at different times 
approximately 55-60% of GDP [1]. In this connection the dynamics of energy resources prices in the 
world market is the main channel of impact of the financial crisis on economic situation in the country. 

As in many countries with developing financial markets and specific structural characteristics of 
the economy, exchange rate of Azerbaijan manat to USD dollar is an important “nominal anchor” for 
ensuring the macroeconomic stability. In other words, among all possible interim monetary indices 
manat’s exchange rate is the most under control and predictable orientator for achieving ultimate aims of 
monetary policy – stabilization of price and financial system. 

As a whole it is considered that in the capacity of a conductor for the monetary and fiscal policy 
one of the following indices could be chosen – the exchange rate, money supply and the interest rate. It is 
not possible to target all those three indices at the same time. Fixation of exchange rate in this case does 
not allow the central bank to operate with interest rate. Besides, according to the Mundell-Fleming model, 
on transition to the system of floating exchange rates under conditions of high mobility of international 
capital flows the effectiveness of fiscal policy as a macroeconomic regulator decreases considerably. In 
that case fiscal and monetary policy becomes the most effective tool of influencing the level of 
production and employment in the economy. 

With intensification and complication of the capital market the demand for money becomes 
unstable and the interest rate comes out as a main orientator for the participants of economy. 

The article analyses the peculiarities of the stabilization policy in Azerbaijan. 
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Socio-cultural factors – shared values, norms and attitudes are significant, but less acknowledged 
sources of national competitiveness. Previous studies have found socio-cultural factors positively 
affecting various aspects of national competitiveness – export capacity, entrepreneurship, innovation, 
productivity and international cooperation. These factors are more sustainable and, in comparison with 
the traditional factors, less affected by external environment changes. Socio-cultural factors provide 
countries an opportunity to develop competitiveness strategies based on their unique advantages. 

This research aims to explore the impact of socio-cultural factors on national competitiveness in 
small, open economies. Analyzing relationship between 400 socio-cultural indicators and competitiveness 
indicators such as productivity, economic development, business and government efficiency, innovation 
capacity and infrastructure in 37 countries, six socio-cultural factors have emerged: collectivism and 
hierarchy; future, cooperation and performance orientation, self-expression, monochronism and 
rationality, economic orientation and social structure. The first factor – collectivism and hierarchy – 
tends to reduce the national competitiveness; the other five affect it positively. 

We develop two models to explain the impact of the aforementioned six factors on national 
competitiveness. We find that socio-cultural factors explain 83 percent of the variation of the Global 
Competitiveness Index developed by the World Economic Forum and 77 percent of the variation of the 
World Competitiveness Index developed by the IMD Business School. We further explore four 
countries – Denmark, Chile, Singapore and Switzerland, analyzing their socio-cultural factors of differ-
renttiation that help to secure highly competitive economies. 
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The purpose of this paper is to present the diffusion of word of mouth into online marketing. 
Electronic Word of Mouth (eWOM) communication is one of the mainstays of the present 

industry, because it attracts new customers and it is also an indicator of how satisfactory the services 
provided are (Godes & Mayzlin, 2004). Goldsmith and Horowitz (2006) highlighted that eWOM has far 
reaching effects on sales of a wide range of goods and services. Consumers’ information is more valuable 
that advertising and eWOM is ranked as one of the most important information sources for costumers in 
their purchase choice. eWOM should be viewed as a potentially cost-effective means for industry, due to 
the fact that this sector is selling intangible products (Litvin et al., 2008). 

All the theoretical explanations on E-WOF in online marketing mentioned in this chapter will be 
coupled with a very useful tool, the so-called Concept Maps (CM). According to Navak and Cañas (2008) 
concept maps “are graphical tools for organizing and representing knowledge.” CM are an enormously 
useful tool to organize information and to provide new insights into that same information. It is also 
widely considered as an educational and counseling tool to analyze cognitive structure (Novak & Gowin, 
1984). Although Concept Maps have proved their value in carrying out marketing research (Joiner, 1998), 
they have been used very little. 

The aim of this paper is to present all innovation in E-WOM thought CM in order to help any 
company. 
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On the basis of a sociological study, which consisted of a survey and artists’ comments, the author 
concludes that in Latvia the number of artists who can live from their artistic earnings is comparatively 
small. Besides, there is a complicated legal framework in the area of single-entry bookkeeping in Latvia, 
and, as revealed by a number of surveys, artists’ knowledge of the system of regulatory enactments as a 
rule is insufficient. These circumstances should be regarded as significant obstacles for undertaking 
business activity. In the author’s opinion, these factors have a major impact on the Latvian economy. 

One of the factors hindering artists’ economic activity is income tax rate of 25%. By setting this 
rate, the legislator reasonably aims at making artists to have their economic activity registered. Another 
hindering factor is the value added tax rate up to 22% since it is applied to income from selling works of 
art with regard to artists who have registered their economic activity. There is an income that is not 
subject to value added tax with regard to those artists, who have not registered their economic activity, 
but receive author’s fees. This is according to an agreement reached between the European Commission 
and Latvia. At the same time, the 6th Directive of the European Union stipulates that author’s fees are 
subject to value added tax. 
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In the light of recent economic and financial crisis questions about organization and industry 
competitiveness are raised again. Latvian ICT industry is often mentioned as one of industries with 
highest potential of Latvia and seen as one of future foundations of country economy. However there 
have been very few researches done about industry competitive position in the country, as well as 
research about future development forecasts in extended manner from strategic forces and resource based 
view perspectives. 

The aim of this paper is to analyze Latvian ICT industry competitiveness by Porter five forces 
model (buyers, suppliers, competitors, substitutes, and potential entrants) and by resource based view 
models. Research will give recommendations for strategy developments for individual organizations and 
for industry. 

Research will include literature review, exploratory interviews with experts of Latvian ICT 
industry, quantitative analysis, logical analysis and generalization. 

This research will contribute to organizations, which are taking strategic decisions about entering 
ICT industry of Latvia and will help to shape strategies for current ICT industry players in Latvia. This 
research could be used by governmental institutions developing economic strategies of Latvia. 
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The process of regional integration of different groups of countries in the European Union (EU) 
common market have stressed an interdependence of economic and political issues as since the EU 
enlargement in 2004 and 2007 the concept of Old Member States (OMS) and New Member States (NMS) 
is still outstanding. The primarily considered for the overall EU positive economic effect from free trade 
in agribusiness left the market effects generated by common agricultural policy (CAP) not sufficiently 
assessed. The level of direct support has an impact on competitiveness and make a strong further 
consequencies how countries can position themselves in EU common market. According to Balassa [1] 
the economic integration can take five forms that represent increasing degrees of integration. Estrada [2] 
propose a multi-dimensional regional integration evaluation (RIE) methodology. The central idea behind 
the RIE methodology is that regional development promotes regional integration. Lombaerde and 
Langenhove [3] have proposed the methodology for System of indicators of regional integration (SIRI) 
with the particular attention to the translation of the chosen variables into indicators, the structuring of 
variables and analysing them. The hypothesis, that different level of productivity combined with the 
different CAP conditions for OMS and NMS hinder the regional integration process in the EU common 
market, can be approved by theoretical and empirical evaluation. The empirical analysis of support, 
productivity and trade variables show the asymmetries in both – policy and economic trends related to 
agribusiness. 
 

References 
 

1. Balassa, B. (1961). The Theory of Economic Integration. Homewood, III. Richard D. Irvin. 
2. Estrada, M. (2009a). A New Multi-Dimensional Framework for Analyzing Regional Integration: 

Regional Integration Evaluation (RIE) Methodology. Retrieved from http://www.scitopics.com/A_ 
New_Multi_Dimensional_Framework_for_Analyzing_Regional_Integration_Regional_Integration_E
valuation_RIE_Methodology.html. 

3. Lombaerde De, P. & Langenhove Van, L. (2005). Indicators of Regional Integration: Conceptual and 
Methodological Issues. IIIS Discussion Paper No. 64, March 2005. 



 

 

New Challenges of Economic 
and Business Development – 2012 

 May 10 - 12, 2012, Riga, University of Latvia 
 

18 Daira Barānova 

 

EFFECTS OF ECONOMIC CRISIS ON EMPLOYMENT  
IN EU AND LATVIA 

 
Daira Barānova 

Faculty of Economics and Management 
University of Latvia 

Aspazijas bulv. 5, Riga, LV-1050, Latvia 
E-mail: daira.baranova@lu.lv 

 
 

Keywords: employment, employment policy, unemployment 
 

The paper highlights facts of labour market adjustment by analyzing developments on the 
aggregate level and in EU member states. Indicators of employment and unemployment and losses in 
employment of the 2008 – 2009 recession have been analyzed due to changes in economic activity in EU 
and Latvia. Effects of economic crisis on labour market situation in Latvia have been discussed. Main 
tasks to foster employment and preconditions to achieve them in Latvia are object of the paper. 
Tendencies of labour market in Latvia have been compared with other EU countries. Evaluation of 
employment policy and improvement and diversification of the active labour market policy measures and 
other factor changes in employment and unemployment have been characterized in the paper. 
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The aim of this presentation is to highlight management challenges in health care organizations in 
the context of overall trends in health sector and review thematic literature regarding new competencies 
needed both for managers and medical professionals to guaranty qualitative and affordable health 
services. Several medical graduate study programs from different countries are analyzed to determine 
possibility for junior doctor to gain systemic organizational, management and leadership competencies. 

The increase of health expenditure in most of middle and high income countries exceeds GDP 
growth rate and threatens further competitive capacity of economies tight in bearing the burden of social 
costs. Several factors are mentioned to cause the rise of health care costs, some of them, (e.g. aging, 
unhealthy lifestyles of individuals), are out of the sphere of direct influence of doctors, managers of health 
care organizations and even ministries of health, however other causes (e.g. evaluation of introducing new 
costly technologies, organization of care processes) are in their direct domain. If the economy growth 
slowdown, governments are not anymore capable to generate enough public resources to cover rising costs 
of health care, household’s out-of-pocket spending increases. It further leads to inequality in receiving health 
care, decrease of health status of poor and general dissatisfaction with government’s ability to guaranty 
fundamental rights. Increasing demand from society and governments to control health care costs and 
quality are obvious. In this situation one of the major challenges for both managers of health care 
organizations and medical doctors is organizational − professional value conflict. While manager’s 
responsibility for the whole organization is related to preoccupation with systems, the allocation of 
resources, emphasis on population and need for public accountability, doctor’s responsibility to individual 
patients, historically is related to professional autonomy and high desire for self regulation. The management 
of health care systems has always sought dual competence − the knowledge of medical processes and 
knowledge of finance, economy and management. Traditionally, the hospitals are managed by doctors, but 
increasingly the management is left to professionals without medical training. Doctor-manager benefits from 
potentially higher authority among other doctors and medical knowledge, however usually he lacks 
profound knowledge of finance, economics and management. Professional non-doctor manager usually has 
a better knowledge management, experience from other businesses and has a broader customer-oriented 
vision for company; however he often has limitations in achieving authority among doctors and therefore 
limited capacity to implement the necessary changes in the company. Today dual competences are needed 
for practicing doctors too as they face increasing requirement for organizational and social accountability, 
and expectations to lead or at least accept necessary changes in organizations. 

In order to evaluate current practice of graduate medical education, five different study programs 
from universities in Latvia, Lithuania, Norway, UK and USA were compared regarding provided courses for 
acquiring systemic organizational, management and leadership competencies. Content analysis of study 
programs showed high variability of both amount and scope of training for systemic competencies. The 
author suggests further research to prove hypothesis that integration of adopted MBA-like education 
curricula training for graduate studies will add necessary systemic view and interprofessional competencies 
to all tomorrow’s doctors and will support development of leadership of tomorrow’s health care managers. 
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Corporate identity concept was first used in 1970s and from that time the concept has been 
developed and interpreted within various marketing frameworks. However, there has not been developed 
yet a single framework to define corporate identity components or components from product and services 
marketing perspectives and highlight respective similarities and differences, if any. Also, it is common 
for marketing professionals use corporate identity and brand concepts interchangeably while from 
theoretical perspective these two terms represent two different marketing concepts. 

Hypothesis: there exist differences between corporate identity formation in manufacturing and 
service providing companies and correspondingly they can be evaluated using product and services 
marketing approaches. 

People are key corporate identity element in service companies. 
Aim of the research: to explore similarities and differences of the corporate identity concept from 

product and services. 
Tasks of the research: 
1. Review corporate identity models for manufacturing and service providing companies. 
2. Compare product and services marketing perspectives on corporate identity concept. 
3. Highlight key differences between corporate identity and brand concepts. 
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Local inhabitant readiness to cooperate assisting tourists is part of competitive advantage of 
tourism destination that is indicated as new affinity parameter in international Travel and Tourism 
Competitiveness Report. List of secondary data indicates current situation in local inhabitant attitude - 
analysing international tourist satisfaction level in Latvia we can see that 2/3 of tourists are evaluating it 
as good, but the Travel and Tourism Competitiveness Report 2011 indicates attitude of population 
towards foreign visitors for destination Latvia as number 130 out of 139 countries worldwide. In order to 
investigate local inhabitant and service staff attitude and readiness to cooperate and assist tourists 
qualitative research methods are used to observe responsiveness, communication, courtesy and other 
attributes of two investigated groups of inhabitants and service staff. Recommendations are directed 
towards enterprises in tourism areas and tourism related NGOs. 
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Enterprise financing is one of the most studied topics in corporate finance, because an accurately 
estimated and selected equity and debt ratio can maximize the enterprise value and minimize the price of 
capital. In recent decades several theories have been defined in corporate finance that determines the 
principles according to which enterprises choose their capital structure. In a sense each of these theories 
concentrates on one or several factors that influence the capital structure, taking other conditions as 
constant. Although compliance tests have been made in various countries and various industries there are 
still many unanswered questions and problems. 

In the paper will be reviewed several optimal capital structure theories, each of them has its 
supporters and critics, however none of them has established itself as a distinct leader: trade-off theory, 
pecking order theory, market timing theory, agency theory, free cash flow theory etc. 

The purpose of the paper is to analyse and assess the theories of optimal capital structure, as well 
as to evaluate their implementation and application possibilities in Latvian enterprises. 

There is a reason to state that the capital structure trade-off theory and pecking order theory are 
more likely to be observed in the big enterprises of the industry. The key idea of the trade-off theory is the 
trade-off between the tax advantage and financial distress costs. Consequently the effect of tax advantage 
will be more felt in big enterprises with big debts and interest payments. There is a similar situation with 
the pecking order theory the main concept of which is based on the information asymmetry (that could be 
more expressed in big enterprises) and the cost of various kinds of raising capital – big enterprises have 
more possibilities and wider choice in raising funding if compared to small and microenterprises. 
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Nowadays in many organisations knowledge is viewed as a crucial strategic factor in gaining 
competitive advantage. In this article, the focus lies on the process of knowledge sharing as part of 
creating new knowledge in organisations. Knowledge sharing is determined to a large extent as social 
interaction between individuals and groups. Therefore, the concept of trust cannot be neglected in the 
knowledge sharing research. This article investigates into the concept of trust from the theoretical point of 
view to develop an understanding what kind of role trust plays in the process of knowledge sharing. This 
paper begins with discussion of the term trust from different authors’ perspectives such as M. Deutsch, 
N. Luhmann and T. Rippberger and classification of trust in the knowledge sharing process. Then, it 
examines the question whether trust is a prerequisite or a result of social interaction and further of 
knowledge sharing. Furthermore, we discuss existing thresholds of trust versus mistrust, and the concept 
of risk referring to the potential for giving benefit without receiving something similar valued in return. 
The exploration of the concept of trust is further linked with the transaction cost approach introduced by 
O. Williamson. We argue that trust should be considered as an environmental factor of intra-
organisational knowledge sharing together with human and social factor. Finally, reciprocal effects of 
trust on costs and voluntary participation of the actors in knowledge sharing process are clarified. 
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In order to identify critical success factors leading to a better match between industry needs and 
the competence spectrum provided by the educational schemes and the society for the whole process from 
selection and long term retention several influencing factors have to be analyzed and evaluated in its 
relation to each other. With the goal to choose the right people for the right company, to release synergies 
in a most efficient way, to bind people and company on the long run and let people develop in a way that 
they are part of the face and living strategy of the company it needs to be explicit: What are the company 
requirements in terms of strategy, process, organization, qualification and what is the right environment 
for job starters with a specific education background for an efficient integration into the company? 

Employees who experience a strong Person-Organization fit in terms of value congruence are 
more likely to offer a long-term commitment [1]. The optimized fit of requirements, skills and values 
triggers that the employee sees himself as a part of the company and feels satisfied and committed. “All 
people look for enjoyment and seek to reach goals that actualize talents, skills and interests” (Holland, 
1977, p. 12). Organizational commitment is viewed as an attitude involving employee loyalty to the 
organization, with those individuals who are committed being willing to contribute something of 
themselves to their organizations (Angle and Perry 1981; Cook, Hepworth, Wall, and Warr, 1981; Morris 
and Sherman, 1981; Porter and Smith, 1970). (Smith & Hoy, 1992) [2]. Commitment means loyalty, 
affiliation, identification, that people feel towards a specific relationship target. It is differentiated 
between organizational, emotional and 3 dimensional (affective, rational, normative) commitment (Six, J., 
R., & C., 2001) [3]. 

The questions of this paper are: How is commitment determined? Determining factors and 
bounding dimensions will be outlined. How are these determining factors being affected by a rapidly 
changing environment and organization? How can these factors be positioned in the complex of the 
determining factors for long term retention? 
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Income inequality is complicated and very conflicting phenomenon of socio-economics. Relative 
equalization of incomes is one of the conditions that create equal opportunities for all European Union 
countries that ensure even and stable economic growth of the European Union as a whole. 

The article examines the income inequality changes between and within selected transition 
countries over the last decade (2000-2010) – the time of globalization expansion especially for transition 
economies. The analysis covers ten European Union transition countries: Bulgaria, Romania, Lithuania, 
Latvia, Slovenia, Poland, Czech Republic, Hungary, Slovakia and Estonia. 

The economists suggest that mostly countries benefit from globalization expansion but on 
condition that countries are ready for changes and they actively participate in globalization process. At 
the same time for poorer countries it is more difficult to use the opportunities created by globalization. 
Mostly it derives from possibilities of countries to attract investments. 

The findings show that income distribution has deteriorated in many transition countries over the 
last decade. Income inequality has risen to greater or lesser extent in six countries and just in three 
countries has fallen. The number of cases was observed when the rapid economic growth improved well-
being of population in transition countries. However the distribution of countries by income is quite stable 
and transition countries still cannot reach the level of advanced European Union countries. It means a 
slow convergence of income distribution. 
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Numerous studies and authors support the idea that there is a link between employee satisfaction 
and customer satisfaction, leadership, productivity, and financial results. The main hypothesis of the 
underlying research paper is that the increase of company value can be influenced by employee 
satisfaction. Thus, the current research aims to investigate these interactions by comparing the results of 
about 10 companies in the contest “Great Place to Work” and the growth of their company value between 
the years 2006 and 2009. 
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All aspects of business are affected environmental pressures, including accounting. It requires 
changes in accounting system, especially widely use environmental accounting. 

The aim of this research is to evaluate possibility of implementation of eco indicators in 
environmental management accounting in Latvia. 

To reach this objective it is necessary to develop the following tasks: 
 to study what is environmental management accounting (EMA) in substance and it’s signi-

ficant elements; 
 compare and analyse main tips of costs included in guidance of EMA with structure of eco-

indicators established in Latvia; 
 to describe both contributing and obstructing factors of implementation of EMA; 
 to draft proposals for improvements in normative act’s of enterprises to stimulate use of 

environmental management accounting. 
 

This research has used the approach of economic analysis and comparative methods in studying 
the legislation and practices of international accounting system and environmental management 
accounting in different countries. In the article the monographs of the authors, publications in periodicals 
and other sources of literature in area of environmental management accounting and linking to Latvian 
situation are also analysed. 

The main conclusion shows on differences of environmental indicators of Latvia in comparison 
with classification of costs recommended in EMA and suggestions for enhancement of EMA imple-
mentation setting are given. 
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The paper is devoted to the governance issues in the implementation of EU research policy. Part of 
the research was carried out within the framework of the European Union FP7 Project “The Ethical 
GovernAnce of Technologies” (EGAIS http://www.egais-project.eu/) at the University of Namur, 
Belgium. The collected and analysed empirical data have provided material for further research in the 
field. 

Based on these findings, the author has continued her research at the University of Latvia. The 
research is targeted at more recent developments and challenges in the EU research policy and the related 
governance issues. It concerns, among other things, the governance regarding the framing and 
implementation of innovative approaches in research and development. It is particularly challenging due 
to the potential risks that need to be addressed, especially under the conditions of high degree of 
uncertainty that the world faces today. 

In the paper the author traces certain tendencies that become visible in the continuously changing 
governance approaches in support to innovative research and development. 
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Transport is an integral part of economy, because it is a sector of the economy, without which 
there can be no other industry. An efficient transport system and the increase of the transit export volume 
improves the competitiveness of national firms in foreign markets, promote production and employment 
growth. The revenue from transit transport constitute more than a half of the services export in Latvia. 
Latvia lacks a common methodology to assess the contribution of the transit services export at national 
economics, so this article aim is to research the impact of transit services export on Latvian GDP. This 
assessment may be useful for planning and evolution of transport transit projects, as well as for 
development of transport industry as a whole. 

Officially in Latvia transit is the part of transport and communication sector, that was 9.9% of 
Latvia’s GDP in 2010. Latvian transit services consists of seaports, railways, road transport, warehousing 
and customs brokerage, logistics centers, as well as shipping agents, forwarding agents and petroleum and 
petroleum product pipeline operator services. Looking at the turnover of Latvia’s seaports it can be 
concluded that approximately 90% is made of transit freight. Approximately 85% of all transported 
freight is carried by railway transit. In 2010 the growth of transport sector was mainly based on the 
increase of export freight shipments. 

The article is focused on the identification of existing models of transit services assessment and 
the development of proposals for their improvement. Original investigations and analysis of international 
research literature will be performed. Logical-constructive method, monographic method, expert’s 
method and statistical forecasting method will be applied in the investigation. 
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Employer Branding is the new buzzword for marketers as well as in human resource management. 
Employer Branding is defined as “targeted, long-term strategy to manage the awareness and perceptions 
of employees, potential employees, and related stakeholders with regards to a particular firm. The strategy 
can be tuned to drive recruitment, retention, and productivity management efforts”. (Dr. John Sullivan 
2004, p. 1) 

In the last decades, a substantial research effort has been put into analyzing the importance and the 
impact of strategic brand management on business performance. Franz-Rudolf Esch, Tony Aperia, Mats 
Georson or J.N. Kapferer have provided elaborate literature on strategic brand management and brand 
leadership. Kevin Lane Keller and David A. Aaker have provided behavioral scientific approaches to 
measure brand equity. 

In the paper to be presented, I will analyze how the single objectives for employer branding are 
translated into marketing activities and marketing channels, how the performance of the activities is 
measured and what indicators are used and useful to measure the performance of employer branding in 
the marketing context. 
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In the accounting theory the goodwill is one of the most contradictory evaluated and specific 
accounting objects. Its value is determined by means of the calculation of residue as a result of an 
acquisition of an enterprise or in the process of preparing consolidated annual statements. There are many 
articles in the accounting literature with the discussions on the economic core of goodwill and gain from 
bargain purchase, and on their accounting methodology.  

The paper presents the summary of the research on the economic content of goodwill and gain 
from bargain purchase, and the comparative analysis of their accounting policy. The paper deals with the 
internationally recognised problem that several accepted methods of accounting for goodwill arising from 
the acquisition of an enterprise coexist, as a result of which the accountancy data of different enterprises 
and also those of countries are incomparable. 

The aim of the research is to study and analyse the methods and related problems of accounting for 
goodwill both on an international scale and in the accountancy of the Republic of Latvia. 

The research methodology is based on the comparative analysis of the requirements set in the 
documents regulating accounting in Latvia, the International Accounting Standards and the documents 
regulating accounting in Great Britain and USA. The paper covers also the analysis of authors’ 
conclusions, publications in the periodicals and other bibliographic sources. 
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The process of determining a new location for a retail store consists of several territorial levels, 
starting with selection of a country and ending with a selection of a precise address. One of the levels is 
the selection of a region within a country. In a classical approach this region coincides with an 
administrative region in a country. However, such an approach is not always suitable. As the chosen 
region for retail store location should be a homogenous territory with similar economic, demographic and 
market traits, an administrative region is not always the best choice. Especially when looking at the 
European Union it is obvious, that many regions are not homogenous. Since the European Union has an 
open market policy, it facilitates cross-border movement of workforce, capital and trade. As a result, the 
administrative regions have blurred with other regions and often of neighboring countries. Author has 
considered this effect and offers the use of cluster analysis for designation of regions for retail analysis. 

The basis of the approach is the use of cluster analysis to form regions from smaller municipalities 
based on statistical indicators that are important for the retail sector. Author suggests the use of 
demographic, economic and market indicators. Demographic indicators considered are the density and 
growth of target demographics, based on age, gender, family status. Economic indicators considered are 
purchasing power, disposable income etc. Market indicators are based on competition level, such as retail 
turnover, retail area and market concentration. 

To main challenge in clustering municipal territories is to maintain a geographical integrity of final 
clusters. Additional data of geographical coordinates is used, to ensure that cluster members are 
neighboring territories, to form logically viable regions. The resulting clusters will be used in further 
analysis of most appropriate territories for retail development. The main objective of such an approach is 
to identify cross-border regions with possible high movement of consumers. Potential examples are cross-
border trade in Portugal and Spain, Benelux countries, Germany and Poland and others. 
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Gradually the term of overheating that was so commonly used not long ago in 2004-2008 is left 
behind. Commonly the overheating is defined as the period (a moment) in economy when production 
output exceeds its potential. In the proposed research idea the overheating is treated as economy’s 
structural divergence from some “structural benchmark”. The practical importance of overheating is not 
on the first topic at the moment but despite that the scientific and applied problem remains: there is still 
no reliable method that could be used for detection of overheated economy. 

Methods for evaluation of economy overheating were developed in several ways. One of them is a 
suggestion to detect the overheating by analyzing the deviation of many overheating indicators (such as 
unemployment, current account deficit, price level, etc.) from their average in the past period. Some of 
the research evaluates the overheating by estimation of deviation of actual output from its potential. Very 
often H-P filter is used for this. The common shortage of both of these methods is insufficient reflection 
of economic relations and overheating factors. These models are more likely to be pure statistical, 
econometrical than to explain economic logics. Even those models that suggest to estimate the 
overheating by using output gap, they lack a better and more detailed explanation and reasoning of 
potential output. These main shortages show that there is still a need for a better method of estimation of 
overheating, which could link overheating with its risks, economic factors and which could help to 
understand and reveal the mechanism of overheating. So this paper aims to suggest an alternative method 
for evaluation of overheating of an economy and to apply this method for evaluation of Baltic States’ 
economic situation in 2000-2010 period. The suggested method could give a possibility to forecast future 
deviations from sustainable development of an economy, to react properly, and to prevent an economy 
from being overheated and from losses of forthcoming recessions. 
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Increase of oil prices as well as problems in supply of fossil energy resources have led to 
development and use of renewable energy resources, including hydrogen energy. Popularity of 
renewable energy is growing in with each passing year. There are multitudinous successfully 
projects and more often companies and different societies start to implement renewable energy 
projects to manage efficient financial resource spending as well as reduce the impact of energy 
suppliers. Hundreds of good practice are examined and developed world wide, including operation 
of university campus, public transport, operation of villages, etc. Paper examines the readiness of 
acceptance of renewable energy resources and in this case – hydrogen for energy supply of 
Academic Centre. In the survey were questions on respondent’s, attitudes, behaviour, some 
environmental knowledge as well as information on socio-economic characteristics of respondents, 
including, questions about the project acceptance, scientific value and safety issues. The main 
conclusion is that the main results shows acceptance for the project. Methods used for analysis: 
scientific publications research, evaluation of practical knowledge transfer and marketing tools 
application evaluations using questionnaire. For data processing and analysis indicators of central 
tendency or location and variability, crosstabulations were used. 
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Changes in production structure which are taking place at the end of XX – beginning XXI 
centuries in particular, an increasing proportion of non-material production, information technology, 
increasing competition in the markets, the spread of globalization, have led to the need for changes in 
theoretical approaches to the problem of economic growth. Non-material factors of production – 
knowledge, software, information, training system are playing ever more important role in its ensuring. 
Rapid economic growth is impossible without a developed system of science and higher education, which 
together form the intellectual capital of the nation and provide a process of intellectualization of the 
economy. 

Taking into consideration the expediency of management process of economy intellectualization 
and on the grounds of the carried out analysis, a definition of the economy intellectualization 
management has been suggested, the latter being understood as a process of purposeful impact on 
creating and accumulating by the society knowledge, and skills of how to apply it according to set 
priorities and objectives. The functions of this notion have been grounded, these being economy 
intellectualization planning, economy intellectualization analysis, economy intellectualization 
organization, economy intellectualization monitoring. A system of management has been carried out. The 
definition of the policy of management has been given, this being the totality of methods and tools of 
implementation of economy intellectualization management. The priorities and objectives of the 
conception have been listed. All this, in its integrity, provides instruments for a state management of 
economy intellectualization. 
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Human centred approach in economics means, that should be investigated the main needs of each 
human being and the ways, how to satisfy these needs using economics as a tool. We can use the well 
recognized classification of human needs, introduced by Abraham Maslow [1]. This classification 
includes: Physiological needs, Safety needs, Love and belonging, Esteem, Self-actualization. Economics 
usually deals with Physiological needs and Safety needs. Development of the Knowledge Society should 
push more interest to other needs. 

Science is the way how to create knowledge using money. Innovation is the way how to receive 
money using knowledge. People are ready to pay money, if they receive satisfaction of their needs. 
Self-actualization is a very wide group of human needs, which has not investigated in economics. 
Creation of the conditions, where people will have possibility to receive and to create new knowledge, 
could be put in the basis the important kind of innovations. This kind of innovations is direct use of the 
existing (“produced”) knowledge to involve people in the process of the continuous production of new 
knowledge [2]. The necessary adaption of the knowledge must be fulfilled for such use. Activities of 
such kind, mixing entertainment and education, already are going on (for example, the TV programme 
Discovery), but the place of such activities in future economics should be much greater. Education and 
research should be used for the direct satisfaction of the Self-actualization. 
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The voluntary board is the governing body of a nonprofit-organization. Volunteer leaders are 
responsible, accountable for the performance of a nonprofit-organization, they represent legally their 
organization. The role of a voluntary board is crucial to the success of a nonprofit-organization and 
therefore a lot of considerations are to take in: terms of board members, frequency and organization of 
board meetings, size and composition of the voluntary board, education of board members, the 
representation of stakeholders: 

A stakeholder is “any group or individual who can affect or is affected by the achievement of the 
organization’s objectives” [1]. Stakeholders could be: members, customers, volunteers, employees, 
board, interest groups or the government. The question is which stakeholders are to be considered as 
important for the nonprofit-organization. Speckbacher specifies the presented definition and provides an 
answer to this question: A stakeholder of an organization is a party, a group that contributes specific 
resources that create value for the organization [2]. Consequently there are at least two groups of 
stakeholders: primary and ordinary stakeholders. Nonprofit-organizations have founders but no owners. 
Legally they are juridical persons but the important difference to for-profit organizations is that they have 
no owners as natural or legal person who could be entitled to a part of the organization’s profit. 
Stakeholders play an important role for these organizations. They replace the missing owner. And it is the 
board members who should be representatives of different stakeholders of the organization. 

Nonprofit-organizations face the challenge of being multiple-stakeholder organizations. Stake-
holders judge the organization’s effectiveness [3], i.e. performance on their point of view. The contri-
bution of this paper is to answer the question how a board can fulfill its leadership role as governing body 
having members representing different stakeholders. 
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This paper outlines how the concept of the entrepreneur was introduced in economics; it provides 
an understanding how this concept became part of economics teaching in Norway and the United States; 
finally it explores why the concept of the entrepreneur disappeared from economics textbooks. 

The farmer is an entrepreneur wrote Richard Cantillon in 1755. He argued this because farmers 
grow the agricultural produce, take the produce to market and ultimately take the risk if the produce is not 
sold to profitable prices. Jean-Baptiste Say extended this analysis and introduced the entrepreneur as a 
fourth factor in production and as an important factor in economic development. His books became 
popular and that popularity ensured that the concept of the entrepreneur became an integral part of the 
teaching of economics in Europe and North America. The Norwegian and the American case is explored 
in some details. 

The entrepreneur played an important role in teaching of economics until the 1930’s and 1940’s. 
In Norway Ragnar Frisch, with a strong emphasise on mathematics and quantitative methods in 
economics and his Oslo School of Economic Planning, had no use of entrepreneurs. In the United States 
Paul Samuelson, who was an admirer of Frisch, with his ‘neoclassical economics’ rendered the concept of 
the entrepreneur redundant. 

Despite the fact that the entrepreneur plays an increasing role in economic development in both 
rich and poor countries the concept of the entrepreneur has not yet been reinstated in most textbooks of 
economics. 
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Understanding the characteristics of an efficient market and being able to evaluate the efficiency 
of a particular market are important topics for investment analysts and portfolio managers. Market 
efficiency is the extent to which market prices incorporate all currently available information about 
respective companies. In case of high market efficiency, prices fully reflect all known information, and 
even uninformed investors buying a diversified portfolio at the tableau of prices given by the market will 
obtain a rate of return as generous as that achieved by the experts. [1] From other side, if market prices do 
not fully incorporate information, then there exist opportunities to make profit from data gathering and 
processing. An efficient market is thus a market in which asset prices reflect all past and present 
information. [2] 

The aims of the paper are: 
1) to reveal the key features of efficient market 
2) to determine which investment approaches are applicable to different forms of market 

efficiency 
3) by using expert questionnaires, to reveal the form of Baltic Stock Exchange’s efficiency and 

most commonly investment strategy used by pan-Baltic investors. 
 

The results of the expert survey show that the majority of Latvian investors use an investment 
strategy which is not compatible with the level of market efficiency of Baltic securities market, which 
means that, in order to improve the quality of investment and increase predictability of expected returns, 
investors’ attitude towards selecting investment strategy should be changed. 
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Internal audit provides support to the leader of the local government in the establishment of an 
effective and comprehensive internal control system by assessing and providing recommendations for 
improvement of internal control system. 

The aim of this research is to assess the development perspective of internal audit in Latvian local 
governments. 

Three tasks have been set in order to reach the aim of this research: 1) analyze the nature of the 
internal audit, 2) analyze the basic needs of internal audit in local governments in Latvia, 3) research 
internal audit development situation in Latvian local governments from year 2001 till year 2011. 

The research is based on three methods: 1) logically constructive method – logical interpretation of 
the already published by the other authors data about internal audit in local governments, 2) monographic 
method – interpretation of the data based on proven knowledge about internal audit in local governments, 
3) document analysis method – study and evaluation of the normative acts and scientific researches, 
parameters of local governments budgets at the context of the aim of this research. 

From the results of the research the author has come to the following conclusions. The internal 
audit has been organized and is working only in 17 out of 119 local governments in Latvia. Internal audit 
in local governments should be developed by making changes in Latvian legislation – it is necessary to 
introduce mandatory requirement in the legislative acts about foundation of internal audit in local 
governments accordingly to the criterions of local government budget indicators, number of the staff in 
the local government and number of enterprises with local government share capital. 
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There is no denying the fact that electronically substitution has a tremendous impact on the mail 
volume of postal operators. Future trends and market streams clearly show a tendency towards 
substitution of physical mail like monthly balance statements of banks or telecommunications 
providers’ bills. 

Other industries, like the airline industry showed that a substitution is possible within a very short 
period of time, with an assimilation factor of almost 100%. 

If the substitution process of physical mail volume will succeed in a worst case scenario, postal 
operators may loose up to 2/3 of their delivery volume to electronically substitution and this will make it 
impossible to keep a network alive that shall guarantee the delivery of “other” mails, 5 days a week at 
every door. 

The paper that will be presented will highlight key trends of the EU and Austrian market in order 
to figure out the intensity of that potential threat by analyzing the symptoms within two different markets. 
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The last ten years European Union experienced an uneven technological catch up process, which 
enabled latecomers to use advanced technologies and innovations without incurring high research 
development spending, and with large disparities in their innovation performance. Developing countries 
have already followed this movement, as the Eastern Asian experience proved. This evolution could be 
accelerated by the implementation of user innovation, which will bend it to the needs of the developing 
countries population. But it requires the development of technological and social capabilities, and the 
reinforcement of national innovation systems that will allow these countries to upgrade their innovation 
performance. 
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Compliance Management Systems vary widely in content, approach and aims. Legal requirements 
such as the Foreign Corrupt Practices Act, national legislation etc. exist, but there is no norm such as an 
industry or quality norm to which companies have to obey. Moral norms are necessary as precondition for 
Compliance Management Systems [1]. Nevertheless certifications are developed. Considering the 
development of certifications for public organizations such as hospitals, schools, but also private 
companies in the area of for example environmental, health and security standards or ISO norms a 
standardized profile could be helpful to reach a minimum level of Compliance Management requirements 
for the organizations. 

Business organizations and especially audit companies set standards [2]. These need independent 
evaluation to judge on their pertinence. Similarly the evaluation of Compliance Officers who work with 
and in Compliance Management Systems and who stem from a variety of functions needs a framework. A 
legal background is not mandatory for the function of a Compliance manager, but often found as legal 
personnel knows about laws and the legal consequences of wrong business conduct. Furthermore a 
business understanding is indispensable to guarantee successful Compliance Management. 

The paper elaborates which kinds of certifications are available and evaluates their quality. It 
discusses the content of Compliance Management Systems certifications and the aims which are 
addressed. 
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National and international chains emerge using franchising as a convenient base to expand with 
low risk and entering new and also unknown markets. In international business, franchising has granted 
easy and fast access to entrepreneurs helping them to start their own business, with guidance from 
professionals. For a franchise system to be successful many aspects play a role. However, one fact stays 
the same: There will always be at least two parties involved. Even before the parties are legally bound, 
power relationships evolve and form the stage for short, medium or long term agreement, which might be 
mutually benefitting or not. Emotions resulting from power distributions, pressure and possible may lead 
to unsatisfied business exits and can be due to non-equilibrated partnerships. In most cases it is the 
franchisor that is in the position of giving out the rules. The spirit of individualism and creativity is held 
to a minimum, since franchising roots in a branded concept, nationally as well as internationally. In 
today’s global world, cultural differences at the work place can be the source of many problems but also 
the key to success. The paper examines the power distribution, locus of control in the context of 
franchisee/franchisor relationships. Within this focus, the research looks at Hofstede’s factors of cultural 
dimensions and hopes to find out a pattern to enhance successful international expansions and improved 
franchise partnerships. 
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Human resources, the economy, and large organizations face dramatic changes based on the 
worldwide financial and economic crisis. Thus Behavioral Economics is becoming more and more a part 
of daily business in large organizations. Since the 1940s, teams have played an important role and today 
the use of formal, informal developed teams in organizations continues to increase. As the interest in 
Team Performance rises, empirical and theoretical attention has been focused on varying themes such as 
conflict, social networking, and decision-making. The new drive of Behavioral Economics into economy 
has given rise to the idea to measure Team Performance including behavior. This research paper presents 
an executive summary of how to measure the determinants behavior of an empirical research by methods 
of secondary analysis, survey, and a result of a validation process through a laboratory test method in a 
European environment. It presents a result to measure Team Performance, including the determinants of 
behavior, in a summarized and representative way and gives a perspective of how to set up team so that 
they are performing on a high level. 

This paper is based on the fact that Behavioral Economics is entering the economic business area. 
It summarizes aspects of Team Performance & Behavioral Economics, outlines a way to measure 
behavior by Team Performance and presents an executive result of an empirical research study. The 
authors define teams including behavior and develop a 12 dimension model of measuring Team 
Performance including the determinants of behavior. 

Key findings are: First, Team Performance is measured in companies on a regular basis. Due to 
new trends in organizations also triggered by crisis, Behavioral Economics is entering into the practical 
environment, linked to the increased importance of measuring Team Performance. Secondly, the research 
result presents evidence that it is possibility to measure behavior in Team Performance and empirically 
presents the impact of behavior. Lastly, an important result of a dissertation in a summarized way is 
presented empirically that delivers a support of the entrance of Behavioral Economics into the economy 
and environment in measuring Team Performance with the determinants of behavior. 
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This research paper brings together the two subject areas of corporate branding and organizational 
learning in order to develop the competitive advantage of an organization. Corporate brand management 
has increasingly been seen as a strategic key issue from the point of view of shareholders/owners, top 
management and other stakeholders due to the fact that in the ever increasingly turbulent, dynamic and 
competitive markets, corporate brands are ways of creating trust, stability, and differentiation in the 
market. 

Organizational learning prioritizes the creation and acquisition of new knowledge, and emphasizes 
the role of people in the creation and utilization of that knowledge. In this way, organizational learning 
presents an important route to performance, success and competitive advantage for the organizations. The 
strategic marketing literature reflects a growing interest in the role of competitive environment on a firm’s 
marketing strategy and performance. Drawing on organizational learning theory and strategic choice 
theory, it is argued that a firm’s strategic adaptation occurs through managerial perceptions of its 
corporate identity which then contributes towards its corporate branding. The focus of this research paper 
is on exploring the impact of organizational learning on corporate branding of the firm. 

While the importance of these issues has been widely accepted, to date the linkages between 
organizational culture, learning, corporate branding and corporate identity have scarcely been examined 
together in the literature, particularly from an empirical perspective. There is some evidence that 
organizational learning is associated to employee commitment to enhance the corporate brands but only a 
few studies have focused on the effect of culture and learning on corporate identity and corporate 
branding. This research paper explores the relationship amongst the two broad concepts with empirical 
research. 

The aim of this research is to explore more about the effectiveness and impact of hybrid 
knowledge on organizational learning as a tool to improve its corporate branding. For the purpose 
researcher selected higher education services industry to find out the new strategies for generating more 
profit through utilization of knowledge in an organization. 

This particular research conducted such an exploratory way using the case study method for 
collection of interviews and surveys to have an in-depth understanding of the phenomenon of 
organizational learning and corporate branding through “Hybrid knowledge”. The data analysis would 
result in contributing knowledge on the subject of hybrid knowledge to be used an effective tool for 
organizational learning which directly impacts on the corporate branding of an organization to achieve its 
goals and objectives. 
 



 

 

New Challenges of Economic 
and Business Development – 2012 

 May 10 - 12, 2012, Riga, University of Latvia 
 

Vladimer Glonti, Badri Gechbaia 47 

 

METHOD OF ESTIMATION OF BUSINESS VALUE 
(BY EXAMPLE OF THE REGIONAL INSURANCE COMPANIES) 

 
Vladimer Glonti 

Shota Rustaveli State Universiti 
Ninoshvili str. 35, Batumi, Georgia 

Phone: + 995 555 14151 
E-mail: glonti74@gmail.com 

 
Badri Gechbaia 

Shota Rustaveli State Universiti 
Ninoshvili str. 35, Batumi, Georgia 

Phone: + 995 593 722115 
E-mail: b-gechbaia@mail.ru 

 
 

Keywords: investment potential, estimation of economical potential, insurance, funds of insurance 
institutions 
 

The most plain and apparent indicator of investment potential of insurance companies is the value 
of their business. It represents the modulus that is equal to the value of shares of those companies, if those 
shares would be put on the market. 

We suggest estimating the value of business of some sector of economics instead of the value of 
business of an individual enterprise. As expected the value of business of the sector is divided among the 
shareholders pro rata to their market shares. Such an indicator is convenient to give a primary estimation 
of level of development and investment outlook of this or that market (it is very important as for 
institutional investors, so for portfolio ones). Underestimation /overestimation of the market sector can be 
evaluated as difference between obtained value of business of the sector and current value of its 
investments. 

The use of market value of the sector of economics as an indicator gives new possibilities of using 
the comparative approach while performing the evaluation activities. Actually, having the information 
about the value of the sector on the whole, practicing estimators would be able to calculate the value of an 
individual enterprise of this sector pro rata to its market share. In essence, the accurate and complete 
information is meant to calculate the multiplier of value of business/incomes from sale. 

In our opinion such an approach is applicable to insurance business too. To estimate the business 
we made the modification of the models of real options of Black-Scholes (Black-Scholes Option Pricing 
Model).The last can be used for dynamical estimation and prediction of value of business. On basis of the 
method mentioned above we did an estimation of aggregate value of business of regional insurance 
companies in Ajara Autonomous Republic. 
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Implementing a new strategy has become one of the most crucial aspects in strategic management 
over the past decades. Although aspects of how to develop a new strategy have been tackled very often in 
literature the aspects of implementing a strategy successfully are not heavily represented in literature. [1] 
There is a newer model for diagnosing organizational culture developed by Cameron [2] which describes 
the four quadrants of a specific culture as: 

 The clan culture – described as collaborative culture with commitment, communication and 
development as value driver; the theory of effectiveness behind is that human development and 
high commitment produce effectiveness; 

 The adhocracy culture – described as creative culture with innovative outputs, transformation 
and agility as value drivers; the theory of effectiveness is based on innovativeness, vision and 
constant change; 

 The market culture – described as compete culture with market share, goal achievement and 
profitability as value driver; the theory of effectiveness bears aggressively competing and 
customer focus; 

 The hierarchy culture – described as control culture with efficiency, timeliness and 
consistency & conformity as value drivers; the theory of effectiveness is based on control and 
efficiency with capable processes. 

 

The author will start an attempt to create a model with which those culture types [3] can be related 
to specific aspects of strategy implementation factors. [4] Those factors are taken from a previous 
literature review of the author which has shown that there are single and multiple strategy implementation 
factors. [5] 
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Business groups exist in different countries all around the world. This review studies Russian 
business groups through the prism of two concept: the first one of the financial architecture and the 
second – of the internal capital market. The purpose of our research is finally to construct a model that 
allow to use all revealed characteristics in order to maximize the efficiency of business group’s activity. 

We use the classical concept of the financial architecture proposed by Stewart Myers in 1999, 
according to whom this term refers to “the entire financial design of the business, including ownership, 
the legal form of organization, incentives, financing and allocation of risk” [1]. We examine each element 
of the financial architecture to expose their features in Russian business groups. 

All papers written about internal capital markets in Russian business groups date the period of 
1990s – the beginning of 2000 year [2]. In our research we study the last ten years to show that despite 
changes in economic situation the internal capital market still exist in Russian business groups. To prove 
it we use a sort of “macro” and “micro” approaches. We call “macro” the approach to examine the sample 
of business groups in order to understand their financial characteristics and the impact to the activity of 
internal capital market. The “micro” method consists in the examination of one business group effecting 
its payments through the bank under its control that enable to see mechanisms of capital allocation and to 
evaluate the efficiency of business group’s resource planning. 
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Salaspils municipality social dialog with different social group representatives has been interesting 
and internationally recognised as excellent case for joint way to well-being. Well-being is an ancient 
issue: all societies are trying to find the best possible solution for community well-being. The current 
research is devoted for update of opinions of different social and interest groups in Salaspils municipality 
(Latvia) and joint activities with municipality to develop well-being platform of the municipality. The 
methodology of the research is worked out in Council of Europe and applied as pilot research in nine 
municipalities across Europe. Research methods used: scientific literature studies, statistical data analysis, 
focus group discussions. The research was organised in 25 interest groups and have been organised 
several meetings/discussions of each interest groups – so called homogenous groups. The main findings 
are updated and worked out well-being indicators and discussed in municipality and realised in public 
involvement in decision making. 
 

                                                 
1 The research is conducted in research group involving also Agnese Vaivade, Sandra Vaivade, Inara 

Kantane, Hermanis Rullis, Justs Dimants, Ksenija Ijevļeva, Julija Vladimirova, Evija Rusite, Iluta 
Skruzkalne, Anete Pujate, Agate Zake and Kristina Galihanova. 
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Metalworking industry is one of the most important industry branches in Latvia it is among the 
attractive employers and leaders of Latvia export already for many years. Education of next employees in 
metalworking industry is on great importance in case of education expenses reduction, emigration of 
specialists, unemployment and huge structural changes in professional education organisation. In 2010 
and 2011 authors have participated in extensive survey of all professional schools for metalworking 
industry and Riga Technical University and have asked evaluations and views of students, teachers, 
university professors as well as employers. There were asked questions influencing education quality, 
professionalism, gained knowledge skills, also attitudes and values. The survey questions were 
constructed to give evaluations in scale 1-10 to make deeper analysis of data including multivariate 
analysis of responses. The results of the surveys showed the trends in strengths of the metalworking 
industry professional education, as well as narrow places, risks and needs for immediate actions to keep 
competitive professional education in metalworking industry in Latvia also for future. Active work of the 
Association of Mechanical Engineering and Metalworking Industries of Latvia, enthusiasts of 
metalworking industries and regular approaches to policy makers and politicians gives some hope for 
competitive professional education for the metalworking industry in Latvia also in future. 
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The range of the global change is wide. In the long term, climate change will inevitably affect the 
world economy’s development in its entirety. Climate change acts as a threat multiplier for instability due 
to the consequences of extreme weather, drought, flooding, retreating glaciers, rising sea levels, changing 
natural habitats, and the spread of disease. 

 Future catastrophe risks may be hidden in the complexity and vulnerability but whose inter-
connectedness is unrecognised. Most of the outcomes of these single issues are insured risks and 
opportunities for insurance companies arise from an new dynamic: the collapse of the societal fabrics; the 
emergence of social network and related topics; renewable resources; liability shift [1]. 

The insurance industry should use the unique challenges to create and offer techniques and 
services for reduction of the climate change impact at national and companies’ level. Insurers will need to 
review the existing system of risk assessment, underwriting, indemnity, reinsurance, as well as the offer 
of services and evaluate new insurance options for climate change and future catastrophe risks. Areas in 
the insurance system are possible: in the insurance industry, business activities, management and new 
services. The administrative model of combined insurance – the insurance scheme is the optimum choice 
for management of systematic risks, which are global change risks, from both theoretical and practical 
point of view. Scientific induction method is used for summarizing individual facts in general statements 
and coherencies. The dynamic analysis method, data grouping method, statistical graphical method are 
used for the analysis of statistical data. 
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Real estate tax (RET) is a state tax, and yet the only one fully transferred into the municipal 
budget. Municipalities administer this tax on their own and tax with it all property within the territory of 
the municipality. 

The biggest RET-related problems are the people’s debts, which are in total particularly large in 
the big cities of Latvia and in the region of Riga, and the unregulated system of determining the assessed 
value of real estate, which is in many cases unfair to the owners of similar property. Regardless of 
people’s RET debts, this does not release the municipalities from the obligation to make payments into 
the municipal finance equalization fund (MFEF) based on the planned RET revenue, which in its turn 
increases dissatisfaction with the current situation. The RET revenue forecasts are used in calculating the 
MFEF revenue, but a part of municipalities would like the tax to be left out of the calculations of MFEF 
amount. 

The purpose of the article is to determine, via analysis of legislation and expert opinions, the most 
essential issues in relation to RET in Latvia, as well as their potential solutions, possible benefiting and 
losing parties resulting from different decisions aimed at improving the situation. 

Considering the development level of regions of Latvia and the regional development potential, it 
is crucial that we understand the potential consequences of exclusion of RET from the MFEF revenue 
forecast calculations, and on the grounds of this analysis to find the optimal solution for further action. 
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Non-governmental organizations (NGOs) impact on the implementation of legislative initiatives 
and social dialogue is not yet examined in academic research in Latvia. However, in the EU and 
worldwide many scholars have studied the role of NGOs in general and their impact in particular, on 
public administration. These studies are of crucial importance. 

This paper outlines the dialogue between citizens and EU institutions, citizens’ initiative and its imple-
mentation. The paper highlights other elements of “direct democracy” in the EU, namely Article 11 (2) TEU 
(Treaty of the European Union) [1], which states: “The institutions shall maintain an open, transparent and regular 
dialogue with representative associations and civil society”. In spite of the imperative character of this definition, 
there is a question “What do institutions and stakeholders think and feel about the Lisbon dialogue-setting?” 
“Institutions” are addressed here in general and without any differentiation. The author will discuss the meaning of 
the “institutions” and “representative associations and civil society”. The provision – financial and technical – of 
the Horizontal Civil dialogue will be observed. The competence of the institutions is described in Article 48f TEU. 
Institutions are accorded only a preparatory role, whereas decision-making pertains to the Member States. The 
scope of the dialogue within the definition of Article 11 (2) TEU restricted to questions of Union secondary 
law legislation is observed parallel to the scope of the Citizen’s Initiative (Article 11(4) TEU [1; 5]. 

The role of the EU Institutions implementing their own dialogue will be observed. The paper highlights 
the manifestation of “transparent and regular dialogue with representative associations and civil society” in 
Latvia [2]. Analysis of the legislative rights implementation in the legal system in Latvia in the context of the 
EU requirements is provided. The methodology of this paper will be based on qualitative analysis in respect to 
monographs and research papers by experts in this area, EU and LR legislative acts and documents as well as 
reports of the governmental institutions. On the basis of the main findings the paper provides conclusions and 
suggestions. The author will pay attention to the fact that after joining EU and consolidation of Latvian legis-
lation, the impact of NGOs on social dialogue has increased including a requirement for closer cooperation bet-
ween the social partners in accordance with EU legislation. Currently, legislative initiative of NGOs is included 
in the specific laws and regulations only, and is not widespread in the EU. However, the social dialogue in 
Latvia is still limited and requires closer cooperation with social partners in other EU Member States. 
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Introduction / Motivation. Which sales network is necessary and how we can handle the sales 
costs, to be still competitive? 

Goal is, to find/develop successful strategies to be more competitive against local acting 
companies. It will be part of the work, to find future orientated sales strategies which should also 
implement the new “possibilities” on communication medium, to minimise the “feeling” of the 
geographical and cultural distance between the buyer and seller. 

How can the sales process chain be optimized, to be more effective – “make more with the same or 
even less”? 

Situation. The traditional standard sales processes, especially for industrial goods – B2B, was and 
is mostly based on face to face communication (buyer – seller). With the Internet and Email is it possible 
to get very fast a lot of information together, but in the same time it is much more difficult to control the 
flow of information. The sales professionals have to “control” very carefully if the leads get the right 
information!! 

With increasing distance between the seller and the “customer” the efficiency, or better the 
“working time on the customer / prospects”, get dramatically down (travelling time, different languages, 
culture …) and the costs increasing! 

The new “Technologies” which are already used in the B2C business are mainly not used in the 
B2B field and it seems like, that there is a certain “acceptance wall” on booth sides. 

One of the reasons is for sure that, the technologies are growing (tablet PC, social networks, 
virtual sales places …) quite fast and it’s difficult for organisations to find the right technology, which is 
successful and will be also accepted on the market – like a standard! 

Outcome. Based on the status quo (technology screening also in other business fields), there 
should be an answer about the possibilities of using new techniques and methods. 

The goal is to build up a “Road map” which describes and coordinate all possibilities and show the 
advantages to implement new improved processes, tools and methods to be more successful: 

 finding new prospects; 
 Working with professional tools (CRM…); 
 optimal sequent of events (shows, congress, visits); 
 prepare suitable offers; 
 negotiation & final agreement; 
 keep satisfied customer. 

 



 

 

New Challenges of Economic 
and Business Development – 2012 

 May 10 - 12, 2012, Riga, University of Latvia 
 

56 Gabriele Hahne 

 

THE EFFECTS OF THE EXTERNAL QUALITY CONTROL ON 
THE AUDITOR MARKET IN GERMANY, LATVIA AND AUSTRIA 

 
– With Focus on Small and Medium-Sized Audit Companies – 

 
Doctoral student Gabriele Hahne 

Hahne Revisions- und Treuhandgesellschaft mbH 
Wierlings Busch 73, 48249 Dülmen, Germany 

Phone: +49 2594 783040 
E-mail: ghahne@wp-hahne.de 

 
 

Keywords: Auditor Market, Stronger Regulations, Quality in Audits, Small and medium-sized audit 
companies 
 

After numerous spectacular balance scandals in the United States and Europe an international 
discussion about the quality of audits as well as the necessity to rise the quality of financial audits 
arose [1]. The United States of America responded to this discussion with the “Sarbanes-Oxley Act” [2], 
while the European Union decreed the directive 2006/43/EC. 

The mentioned directive updated the statutory provisions for the professional guild of auditors to 
increase the quality of audits. In detail it demanded an external quality-control-system combined with 
public supervision for the profession of auditors to ensure a better quality. Due to this fact the audit 
companies now have to fulfil a large range of requirements to provide evidence of their auditing-quality 
and furthermore of the quality standards within their company. Since many small and medium-sized 
companies aren’t able to fulfil these new requirements, the number of small and medium-sized audit 
companies decreases noticeably. 

In my paper I will present the results of my research concerning the effects of external quality 
control – given by law – on the auditor market in Latvia, Germany and Austria focussing on small and 
medium-sized audit companies. Additionally I will examine, if the external quality control, which was 
one of the justifications of the conversions of the EU-directive 2006/43/EC, is able to increase the quality 
in audit companies at all. 
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Due to the recent economic situation, companies can’t afford to ignore the importance of data 
protection. The company’s reputation is at stake, if the requirements of data protection aren’t satisfyingly 
fulfilled. Numerous legal regulations try to ensure a high standard data protection; the very fact that the 
german legislation contains more than five extensive laws concerning this topic, underlines its influence. 
In addition to the given laws, various regulations related to the use of media have been introduced. 
Keeping track of the various requirements is almost impossible for SME’s. [1] 

A 100% implementation in SME’s is often not practicable, since the many obstacles complicate 
the organization and economic profitability is most of the times missing. But what happens if data 
security is handled carelessly, showed the recent data security scandals within well-known companies. [2] 

The interplay of legal principles and the particular business situation evokes a certain discrepancy: 
due to the given employee structures conflicts of interest, which endanger the data security, may arise. 

Apart from examining the given law this paper takes into consideration the actual scientific state 
concerning the possibilities of data protection. Taking this as a basis some possibilities of a transfer into 
practice will be demonstrated. The given demonstration will concentrate mainly on the economic impact 
in SME’s when realizing statutory data protection measures. 
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Especially in the last years, it is difficult for companies in the hospitality industry to increase or 
stabilize their market share. There are various reasons, including rising international competition, slow or 
decreasing economic growth rates, and often oversupplied markets [1]. Only if a hotel company 
understands why and especially how their guests make purchase decisions, they will be able to influence 
these judgments. Hence, further research seems necessary to understand or at least gain more insights into 
decision making and its impacts on purchasing in the hotel industry [2]. 

Understanding guests’ needs and decisions and having a clear picture about the guests will be a 
prerequisite for hoteliers in the future to survive and prosper [3]. Hence, marketing of the future should 
rather choose the customers’ perspective. 

The aim of this paper is to show how guest segmentation and targeted communication may reduce 
the uncertainty linked with services and facilitate purchase decisions. Decision-making of guests can be 
influenced by communicating differently with varying customer segments. To analyze the effect of 
marketing communication, hotel data of different hotels will be analyzed and the purchase behavior of 
guests with communication and guests without targeted communication will be compared. Especially the 
combination of guest segmentation and differentiated communication should be analyzed with the help of 
transactional hotel data such as revenue, number of stays and activity. If the behavior of guests with 
targeted communication varies, it has strong practical implications for future marketing strategies of 
hotels. If guests who received communication based on segmentation models and show increased revenue 
patterns, hotels should invest in targeted and segmented guest communication furthermore. 
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Since decision making behavior has been in the focus of business management both from a 
scientific and a professional angle there seemed to be a dispute whether rational [1, p. 117] or intuitive 
decision making [2, p. 278] leads to better outcomes. By now scholars agree that effective organizations 
don’t have the luxury to choose between intuitive and rational decision making [3, p. 139], instead to 
understand how different factors like personality, problem characteristics, the decision making context 
and decision characteristics influence the decision making process [4, pp. 7-10]. According to the 
literature, the personality pre-determination [5, p. 162] and the structure of problems (ambiguity) [6, 
p. 45] seem to have a significant impact on the decision making efficiency [7]. Based on this conclusion 
there is a need to better understand how personality shapes different behavioral patterns (intuitive versus 
rational) and how these lead in the decision making process to higher social-economical efficiency within 
certain problem categories (cf. well-structured problems versus mid-structured or ill-structured problems). 

Therefore the research paper which will be presented concludes on the basis of a literature review 
that intuitive behavior in the decision making process leads to higher social-economical efficiency within 
certain problem categories. The hypotheses from this conclusion will be tested by a causal model which is 
also proposed in the research paper. The research paper will also address the research design and research 
method for an empirical study. 
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In the early 2000s, many foreign banks had entered the Latvia banking system, attracted by the 
opportunities brought about by the boom in the economy resulting from the increased real estate market. 

With rapid growing of competitiveness in the Latvian commercial banking, and resemblance of 
services offered by banks, it has become significantly important that banks detect the factors influencing 
the customer choice of providers of financial products. The relevant literature indicates that a great deal of 
research effort has been expended to investigate bank selection criteria for broad categories of customers. 
One promising topic, which, arguably, has not been given enough attention, is the costumers’ use of 
information sources of home loans. 

The required marketing policies formulation and implementation should be based on accurate 
information as the decisions based on inferior data might increase costs and reduce both the quality and 
quantity of banks’ home loan products. 

Purpose. This paper aims to investigate costumers’ use of information sources, consumers’ 
attitude toward the possibility to obtain a home loan, the choice criteria used by consumers to choose a 
commercial bank for loan obtain. 

Methodology. A field survey of bank customers in Latvia was conducted using a structured 
questionnaire. The quantitative study draws data from 400 participants. The data were factor-analysed to 
determine the key dimensions. 

Findings. The results show that there are three information sources’ key dimensions. 
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The research objective is the theoretical and the methodological substantiation and working out of 
the methodical toolkit of increase of efficiency of labour of the personnel of the industrial enterprises in 
modern conditions on the basis of formation and implementation of mechanisms of motivation and 
stimulation of labour activity. 

It was used system and economic-statistical methods of the research, allowed to generalize and 
develop available methodological approaches to the analysis of a condition of labour relations in their 
interrelations with market economy developments, theoretical researches of laws of formation and 
development of labour relations system at the present stage. 

The basic results of research are: 
 it is proved that management of system of motivation and stimulation of labour activity is 

closely connected with system of the social and economic relations providing effective 
realization of personal capabilities in the interests as of him, and the organizations as a whole; 

 the mediated influence of motivators on labour productivity is given reason: through growth of 
job satisfaction, increase of motivation of employees, their labour activity and initiative, 
improving of personal and professional qualities; 

 multi-criteria expert method of an estimation of labour productivity of employees have been 
substantiated; 

 the model of management of labour processes in industries has been developed; 
 the model of formation of a salary, on the basis of estimation of cost of life of the worker and 

the coefficients of his functional load, complexity of works, responsibility and other qualities 
of performing activity caused by individual abilities of the worker and level of his preparing 
has been developed. 
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Closed funds are today launched for financing of large investment projects. First a capital sum has 
to be arranged. Investors have the possibility to participate in the projects within the placement period. 
Once the required capital has been provided by corporate accessions, the fund is closed. Closed funds 
should make the complex easier and should allow minor investors to participate into high volume 
investments [1]. 

In Germany this form of assessment has been a very successful and popular product for many 
decades at the investors. Thus the predominant number of the offered closed funds in Austria comes from 
German fund providers. Except for some exclusions the invested capital is invested out from Germany. 
The reasons for this lie in the fact, that the placement volume in Austria is too short to be invested in 
tangible assets. Generally the aggregate capital is invested in a German investment company and de jure 
in a limited partnership with the insoles of the German investors respectively. With the acquisition of the 
investment the investor becomes fiscally and relating to commercial law a limited partner and co-
entrepreneur. Closed funds are therefore subject to the rules of corporate law. 

Many German issuing houses opened branches in Austria in the last years and additionally tried to 
place their products also successfully at the Austrian market. In the last years many issuing houses have 
invested a lot of money in the marketing. In almost every bigger financial magazine there have been 
articles about closed funds, where brief explanations and definitions, but mainly commercial for new 
offered products at the market have been the content. But the big success failed. 

Already before the financial and commercial crisis it has quite often been indicated by experts and 
professionals as well by the media that closed fund products are not so easy to dispose of and the Austrian 
sector is a very difficult and special market. But really reasons for the failure could not be verified. 

The results show differences in the economic, legal and tax spectrum in both markets. As basis 
different parameters were investigated. Documents were served from the Austrian Fund Association and 
fact data’s of German journalists and German issuing houses. 

The results should be a framework for the questionnaire to verify the exact reasons. 
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Motivation has been studied in academic research as it is one of the key factors for business 
development. The motivated employees do work better with greater enjoyment they are creative show 
initiative and are loyal to enterprise. This article explores how role of motivation in small business 
performance evaluate its owners and managers, how employee motivation affect business. 

Results of survey of 648 entrepreneurs will be used for data analysis, as well as structured 
interviews will be used to develop more detailed questionnaire for fundamental research of motivation 
impacts on small and medium size enterprises development. Research methods used: academic 
publications analysis, survey of entrepreneurs, structured interviews of entrepreneurs. For data processing 
it was used methods: descriptive statistics – indicators of central tendency or location and indicators of 
variability, multivariate data analysis – multiple regression analysis and factor analysis. 

Research results were indicated that motivation has significant impact on enterprises 
innovativeness. Still there were managers who didn’t pay enough attention employees motivation. 
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Many products involve such a high-risk for customers that the possible damage can be greater than 
the advantage (e.g. a cosmetic surgery contains the risk of numbness; a nuclear power plant contains the 
risk of losing human life, a cryptographic device contains the risk of getting hacked and exposing critical 
data). Thus, potential customers of high-risk products are very concerned and corresponding vendors 
suffer from severe issues in their sales process (e.g. longer sales cycle, lower conversion rates, image 
issues) resulting in higher costs and lower revenues. In general, [1] proposes trust as a solution for high-
risk situations “where the possible damage may be greater than the advantage”. Thus, if marketing would 
be able to build-up customer trust in high-risk products a significant problem of corresponding vendors 
would be solved. 

For this purpose the Trust Triangle Marketing Framework (TTMF) is proposed in this paper 
consisting of four trust marketing strategies: reframing, experiencing, involving and mitigating. The 
TTMF strategies are based on the interdisciplinary trust model from [2] and intend to build up trusting 
beliefs for high-risk products. Trusting beliefs are the beliefs of an individual that “…the other party has 
favorable attributes, such as benevolence, integrity, competence and predictability” [2] and therefore 
make it easier for the trustor to trust the trustee. 

Within expert interviews across different industries of high-risk products the TTMF is empirically 
tested towards its ability to (1) build-up customer trust, (2) increase sales process throughput for high-risk 
products and (3) increase customer satisfaction. 
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As we know, the historical argument for the emergence of taxes is the necessity to solve the 
common problems of the society. It means that the governments have to collect a particular amount of 
money to spend it for the financing of particular tasks. There are different ways how to satisfy the needs 
of the society: financing particular activities from the state budget in a centralized way, shifting the 
resources to the local governments which have some part of the competence of the state functions or 
shifting any tax or a part of it to the activities of particular needs of the society. Anyway, the government 
must solve the question about the division of the taxes among different budgets in order to ensure the 
financing of all functions. In Latvia different forms and methods have been investigated in order to find 
out the most efficient ways of financing all kinds of expenses but the results are not satisfactory. There is 
an opinion that the local governments must be allocated the biggest part of the tax revenues and the 
situation of the crisis has proved that the financing of important expenses from one earmarked tax creates 
a serious risk. 

The aim of the article is: based on the investigation of the theories of financial science to evaluate 
critically the division of taxes among budgets in Latvia as well as the application of taxes in order to 
finance particular expenses and to make recommendations for the improvement of the tax division. 
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Latvijas Mobilais Telefons (LMT) is the biggest telecommunication company in Latvia operating 
already almost 20 years. Telecommunication companies to be active and competitive have to pay 
attention to different sides of company management, including very important field – personnel 
management to have advanced and motivated specialists loyal to the company in long – term. LMT has 
developed personnel policy and actively realises it since the start of LMT in 1992. LMT has been for 
many years among the most attractive employers in Latvia. LMT managed to have good specialists to 
perform work for success of the company. Regular attention to personnel views is paid in LMT. Annual 
surveys of personnel satisfactions on work conditions, on correspondence professional development and 
individual personality development are analysed. In 2010 extensive survey on personnel motivation was 
conducted. Results of LMT employee surveys with comparisons of other company employee views on 
work motivation factors will be analysed in the paper. For survey analysis indicators of descriptive 
statistics (indicators of central tendency or location and indicators of variability), cross-tabulations are 
applied, as well as multivariate data analysis (factor analysis) is performed. 
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Educational loan as a form of educational costs offset is widely known in the world practice. 
However the practice of application for educational loan is still very limited in Russia at the present time. 
The article reviews the distinctive features of educational crediting in modern-day Russia and draws a 
comparison between the foreign experience and crediting practice in Russia. 

Educational loan application in Russia nowadays is characterized by the following points: 
 the cost of offered educational loans is rather high, and that limits the availability of edu-

cational crediting for families with the middle income level; 
 the students, without proven sources of income, have to apply for the loan under parents or 

guardians security; 
 the interest rates for educational loans differ greatly depending on the bank. 
 

The terms, conditions and the goals of the new educational crediting scheme – the experimental 
governmental program CREDO – are reviewed in the article. The program is distinguished by the following 
features: students are allowed to take the loan themselves and to take personal responsibility for the 
repayment of the loan and the interest; educational loan is issued personally to a student; students begin to 
repay of the loan after the completion of the course; educational loans are being offered at the least interest 
rates (as compared with the other educational crediting programs in Russia); students, participating in the 
other crediting programs, are also allowed to apply at the same time for the CREDO educational loan. 

 

However the experimental governmental program meets a series of formidable challenges: 
 the lack of firm regulations for the selection of the universities and banks participating in the 

experimental governmental program CREDO; 
 the absence of the precise list, recording professional courses included in the experiment; 
 the standards of teaching and the requirements to professional competence of the students vary 

considerably depending on the university. 
 

Through the analytical review of the international experience in the field of educational crediting 
(first of all that of the Scandinavian countries), the article distinguishes the main directions of adjustment 
of educational loan practice in accordance with the present-day conditions in Russia. 
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This work will classify social media marketing as a new part of marketing for increasing the 
awareness of brands in a scientific way. Additionally, the work will develop a procedure model, which 
will allow newly founded companies to increase the awareness of their brand in a cost-effective and 
easy way. 

For the comprehension of my scientific study it is important to establish a certain base for the 
theme in which the most important terms of marketing, media, brand development, entrepreneurship and 
formation of societies will be covered. As the paper progresses from a basic concept towards a social 
media marketing campaign, knowledge of psychologies and informatics will be included to provide basic 
knowledge in order to understand social dynamics and social media technologies. Marketers can apply 
this flexible knowledge for various company situations. The concepts and procedure models are based on 
findings and analysis of newly founded companies, but can also be applied to every sized company. The 
work will include a significant portion of practical training where the collected results will be combined 
with the possibilities of social media marketing in the year 2011. 

The end of the paper will bridge the written concepts and findings with practical possibilities of 
social media marketing. This will result in a procedure model including a checklist able to be executed 
within different types of companies. 
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Financial disturbances can be costly. In particular, systemic events in financial markets, such as 
banking crises, often affect the whole society in a deeply traumatising way. Consequently, it is important 
to anticipate risks of such adverse development so as to try to prevent that kind of disaster and ensure 
financial stability. Author of this paper analyses fragility of banking system of Latvia to the fluctuations 
in global economy and changes in direction of international capital flows. Latvia is a small, open 
economy. Hence, greater role is played by Foreign Direct Investments (FDI), on the one hand gearing 
Gross Domestic Product (GDP) growth through banks’ sector and on the other hand making economy 
more vulnerable to global financial fluctuations, causing asymmetric shocks, resulting in current account 
deficit. Author of the paper also investigates financial sustainability of banking sector of Latvia to 
inevitable changes in global economy raised by sub-prime crisis in USA. Author of the paper is 
modelling sustainability of banking system in Latvia, and gives recommendations for creation of 
preventive measures to minimize asymmetric shocks’ impact. 
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Crisis events started in 2008 missed no country and revealed those risks and problems which had 
not been paid due attention before the crisis. One of such underestimated risks is the risk of commercial 
banks’ financial leverage impact upon economic development. Financial leverage is the ratio of the 
bank’s assets towards its capital. Capital of the bank is the basis of its stability. Accordingly, the bank’s 
reliability depends on the quality of financial leverage management while stability of banking system and 
degree of confidence in it directly depends on each particular bank. In order to compare the impact of 
financial leverage upon stability of banks, this article presents analysis of financial leverage level in world 
known banks that suffered much during 2008-2009 crises. Increase in financial leverage allows the bank 
reaching higher returns on capital. High level of banks financial leverage, in turn, contributes to 
occurrence of crisis events. Thus, uncontrollable credit expansion on growing market leads to increasing 
profits while adverse cycle phases multiply losses and deepens economic recession. Why? What is the 
mechanism of banks financial leverage impact upon economy? How to restrict negative effect of this 
impact by managing the financial leverage? Author of this article tries answering these questions. Banks 
of Baltic countries were chosen as the main subject for the present study. The purpose of this study is to 
assess changes in financial leverage level in banks of Baltic countries during various cycles of economic 
development, clarify mechanisms of banks financial leverage impact upon stability of the banks 
themselves and upon economy in general, as well as develop recommendations for financial leverage 
management in order to smoothen adverse economic changes. 
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This paper argues that a values-based management leads to higher innovation power. 
There are many different components that can influence a company’s innovation power: processes, 

structure, methods, or maybe even the branch the organization acts in. However, there is research enough 
showing that innovation power is highly depending on organizational culture. Organizational culture, 
however, has so many different aspects that by defining it in different categories, there will always be the 
danger of missing something. Therefore, the author follows Edgar Schein’s approach: organizational 
culture consists of three levels - artifacts, espoused beliefs and values, and basic underlying assumptions. 
According to this, companies need to have employees with shared values and organize their every day 
business by following the defined values. By creating such a “value community”, this common 
understanding will multiply into all cultural subcategories of the organization – be it leadership, 
commitment, employee satisfaction, corporate social responsibility or flexible working schedules which 
are all part of organizational culture. The scientific work proposed here will link a values-based 
management approach to innovation power. The hypothesis is that certain values contribute to innovation 
while others do not. So, if a company follows certain values (for example freedom, tolerance, loyalty or 
others – these need to be defined until paper submission) on all levels – from management or strategy to 
leadership and even down to all teamwork processes, it will have a higher probability to create innovation 
power. There is no empirical study found yet that proves this dependence. To sum up, this paper will 
show the theoretical aspects of innovation power, its dependence on organizational culture and how this 
can be defined. Furthermore, it will explain and define a values-based management approach that highly 
contributes to innovation power. Finally, it will show a design for an empirical research to test the 
hypothesis. 
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The paper considers the following issues analysis: the reasoning of insurance activities state 
governance, understanding of financial (insurance) activities governance system formation structure, 
process and mechanism of insurance activities state governance (goals, instruments and insurance 
organization structure). Special attention is drawn to the goals (solvency assessment control, equal and 
just access to insurance services, national insurance undertakings support, new type of continuous and 
sustainable economic growth provision) adequate to the methods and principles of economic policy 
(liberal, state, restriction of market organization mechanisms), and to the types of insurance market 
structure (monopolistic, oligopolistic, competitive) in different countries and regions of the world 
economy. We examine insurance here as a social-economic mechanism (not distinguishing between 
insurance lines). The goal of the article is to promote the idea of financial (particularly insurance) 
governance necessity whatever is the market structure adequate to the regulatory system having specific 
objectives and instruments The hypothesis of the article is that processes of globalisation, liberalisation 
and concentration of the financial capital, have generated new outlines of national and world financial 
systems (financial convergence and a financial conglomeration) causing overcoming from functional to 
universal governance system development. The methods of the article deals with analysis-synthesis, 
historical and logical methods of investigation, methods of international comparisons. The main 
summing up conclusion of the article considers that due to the theory of the industrial organization 
governance the insurance market is regulated by state and non-state institutions supporting a balance 
between market and its structure from one side and state from the other side which keeps an equilibrium 
between market and state failures. 
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Banks operate in a dynamic environment influenced by industry consolidation, convergence of 
financial services, emerging technology, and market globalization. All these forces combine to create 
inherent risk. Compliance risk, always known in the banking sector, assumes now an autonomous dignity 
and shares the management methods with the other risks. At the same time, the supervisory arrangement 
specifies the requirements for an effective and efficient management of compliance risk, among which the 
establishment of an independent compliance function and compliance department. In practice the 
compliance risk for banks and their employees consists of the fact that violations of regulations are 
identified and sanctioned. The probability of such a risk has increased to the extent that the regulatory 
density has become intensified and more complicated. The framework of compliance function in banks 
was established by Basel Committee in 2005 and this stimulated a large number of studies on compliance 
matters. There are no academic studies in Latvia or other Baltic countries regarding compliance risk 
management. This gives an impulse to organize a research to show developments and trends in 
compliance risk management practices. Since foreign regulators have generally begun to pay attention to 
this issue earlier than the local ones, there is concern that banks in Latvia are behind the global 
compliance risk management development. The objectives of research are to identify possible gaps and to 
contribute to the debate on the compliance risk management in Latvia’s banks especially to the use of 
compliance management system2. The complexity of compliance function urges practitioners to use the 
concepts of “systems” and “systemic approach”, the bases of the new management culture of the twenty-
first century and therefore research will offer a thorough outlook of the compliance management system. 
The research will be based on relevant literature review and regulatory requirements in different 
countries, as well as authors’ professional experience related to the compliance risk management. Based 
on the relevant assessment, best practices and recommendations for improvement in Latvia’s banking 
sector will be identified. 
 

                                                 
2 A method by which the bank manages the entire compliance process 
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In the article the analysis of financial stability of companies in conditions of globalization of 
economy is exposed from data of their financial reports. In the article the improved model of analysis of 
financial stability of companies in conditions of globalization of economy is exposed from data of their 
financial reports. On base of specifying current world method of analysis of financial stability companies 
from data of financial reports the conception of classification of global indexes of financial stability of 
enterprises is developed in the conditions of modern informative economy. In this article the method 
determination of global absolute and relative indexes of the financial stability at companies are showed 
according data of financial reports (of Ukrainian form No. 1 “Balance”, form No. 2 “Report about 
financial results”. In this article the organization of analysis of financial stability at companies in 
conditions of globalization of economy are showed according data of financial reports. 
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Human Resource Management has recently encountered a number of new tendencies. Among them the 
most important is a transition of requirements from narrow expertise to the skillset that allows employees to be 
flexible and able to adapt to the new work environment and job requirements. Technological progress also re-
quires mobility, foreign language skills and ability to continuously learn and acquire new skills. The EU 
countries have experienced new conditions as a result of the economic crisis of 2007-2008. The new economic 
environment required employers at all levels to reconsider theirs attitudes towards personnel. Employers cannot 
afford to maintain an excelerated numbers of staff and are compelled to reduce numbers of employees. By the 
end of 2011, the rate of unemployment has reached 13% in Latvia and has essentially raised competition in the 
labour market. As a result of the recent economic crisis, many employees have lost their jobs. At the same time, 
those who managed to stay employed, suffered through cancelled bonuses, salary reductions, prolonged 
working hours and an increase in the workload. The new economic situation requires employees to be able to 
acquire new skills quickly, adapt to the changing situations and constantly confirm their competitiveness. This 
requires strong motivation from each employee, however maintaining high morale at workplace becomes 
difficult due to the lower compensation levels. According to the author, it is crucial to consider opportunities of 
using all skillset and potential of the employees. Those who have kept workplaces after major layoffs are 
compelled to work under constant pressure. These employees became responsible for the jobs previously 
performed by their former colleagues. As a result, these employees require effective methods that would allow 
them working faster and more effectively. 

Current article is devoted to the description of the personnel training methods that provide the maximal 
results within minimal timeframes. Many articles are dedicated to the subject of what employees need to learn, 
however effective learning techniques have not been widely spread until now. The author suggests conducting 
speed reading and speed memorising trainings before any professional personnel trainings. This approach 
allows achieving higher efficiencies from the professional trainings and work results within short time periods. 
For example, the speed reading techniques training conducted for three hours during a six day course allows 
increasing the speed and efficiency of information processing in 2-3 times. During the period of 1999-2011 the 
author conducted a number of corporate trainings in the largest organisations of Latvia and abroad. All results 
of these trainings were consolidated into reports and questionnaires completed by all trainees, both before and 
after the testing. It has been confirmed that during these trainings each trainee increased the speed and accuracy 
of information processing in 2-3 times without additional pressure. It looks as if a person starts thinking 2-3 
times faster. Imagine, if you come to the office to realise you can think three times faster than your colleagues! 
You start noticing that people talk slowly. Did you become smarter? No, you have just acquired new skills and 
abilities. It should be noted that the efficiency and effectiveness of the training increases significantly when a 
team or a department are trained together. The importance of this work increases as a result of continuous 
outflow of human capital from Latvia to the foreign countries. From the state economic efficiency point, it 
would be more beneficial to export highly skilled human capital, instead of cheap labour. At the moment, 
Latvia possesses great opportunities for establishing a system of personnel speed re-training techniques and its 
successful adaptation to the new economic conditions. 
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The revenues of the pharmaceutical industry in Germany are mostly generated with prescription 
drugs (Rx). Simultaneously it should be considered that hardly any incident is as relevant for the success 
of a researched-based pharmaceutical company as the expiry of a patent, of a strong-selling product. 
Therefore it is a strategically significant issue to integrate all Product Lifecycle Management (PLM) 
options systematically in the company’s strategy. Due to the ‘Arzneimittel-Rabattverträge’ the patent 
expiry became increasingly important while many generic PLM strategies lost their effectiveness. On 
January the 1st 2011 the ‘Mehrkostenregelung’ was established which gives customers the possibility to 
buy a branded pharmaceutical instead of the generic substitute, which is contracted by their ‘Gesetzliche 
Krankenversicherung‘ (GKV), if they accept to pay a priori and disclaim the refunding of the additional 
costs of the branded pharmaceutical. This way a pharmaceutical company could theoretically generate 
revenues in the GKV segment after the patent expired. This paper provides an empirically supported 
analysis of the impact of the Arzneimittel-Rabattverträge as well as the Mehrkostenregelung on product-
based turnovers. At this the data will be analyzed and interpreted against the background of strategy 
development in the pharmaceutical industry. 
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This paper explores foreign direct investment decision-making processes in the uncertain and 
foreign context of Russia from behavioural theory´s point of view. In regard to this, different factors play 
an important role by investment decision-making in a context of uncertainty and risks. This research aims 
to investigate the influence of some non-economic factors on investment decisions. As a result a factor 
model presenting the impact of such factors will be summarized. Findings of this investigation are based 
on theoretical review as well as on empirical investigation. In closing the paper suggests directions for 
future academic research and presents practical managerial applications. 
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Sustainable development has been recognised internationally and nationally as present and future 
development way. One of the sustainable development approaches is analysed from Consumption 
behavior change perspective. 

In this paper I focus on the household level and how changes in household demographics affect 
family consumption behavior in sustainable development context. 

Family (household) life cycle stage among marketing and sociology scientists has been admitted 
as useful indicator of consumer behavior. Family (household) needs, attitudes and values regarding to 
purchasing priorities are influenced by family lifecycle stage – single household, couple, having children 
or not, retired household, e.g. and changes there. This concept is used in paper with focus on how the 
family life stage – couple and having children till school age influence family consumption behavior in 
sustainable development context, investigating: 

 what are the purchasing priorities, 
 attitudes and values, 
 and what is children influence on family consumption behavior. 

 

As research methodology were used 30 interviews in- depth in 4 different case areas regarding to 
Interreg Programme Foodweb project Coastal territories in Latvia – Ventspils city, Liepaja city, Pavilosta 
county and Salacgriva county. The qualitative data from interviews were supplemented with data from 
Central Statistical Bureau of Latvia, representing the average consumption in families with children till 
school age. 

Taking into account the assumption that families with young children are big purchasers of healthy 
food products and pay a big attention on green food consumption issues, more detailed regarding to 
attitudes and values aspects in consumer behavior, were asked questions about food consumption – how 
does family choose food products and how well are they informed about sustainable and healthy food 
consumption. The questions were asked for families also how the children influence their consumption 
priorities, and what has changed in consumption within the changes in family from not having children 
and having. The answers were analysed in sustainable consumption development context. 
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The purpose of the current research is developing tools which help to estimate country’s financial 
industry potential in export of financial services. For achieving this purpose expert and econometric 
methods were used. Statistical dates for potential estimation were taken from such public sources as 
UNCTAD Services Trade Database, World Databank and World Competitiveness Report. In the result of 
this research one has created gravity model of financial services export. Financial industry of Latvia was 
taken as an example for estimating potential in export of financial services. 
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The article targets the issues which are rising in the environment of online interaction by proceeding 
information requests to an anonymous audience. The author has as target to understand possible issues 
during the preceding of online surveys from the organization and participant point of view and to provide 
solutions in the sector of communication and technical infrastructure to increase the validity from the results 
of an online survey. 

To understand the possible issues in an online survey first the different possibilities for errors are 
defined through expert interviews with business researchers, scientific specialist and service providers. 

With this information users are interviewed to understand the perspective of participants and the 
motivation for signups and providing of personal information. For this the drivers for the providing of truth 
and the reasons for the trust in providing that information are defined. 

With the gathered information the drivers for a valid interaction are defined. To support the validation 
directly by the usage from the questionnaire interface several state of the art technics are introduced to avoid 
the inserting of non-valid data. To support the participant during his interaction approaches for the 
motivation and for the creation of trust are provided, including best practices from professional providers of 
survey tools. 

Out of the collected and aggregated information as also from the provided best practices and possible 
solutions for the setup from the infrastructure of online survey platforms, a technical and process oriented 
technical framework is provided to increase the quality of online questionnaires. 
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In the world to assess the higher education quality there are used different methodologies, 
assessment criteria and various indicators, as a result of which there are ranged higher education 
institutions and study programmes, however, the results of them cannot be perceived unambiguously. It is 
clear that the assessment results which higher education institution or study programme will be better or 
worse is very often detected by the choice of criteria. It is very difficult to find objective criteria which 
could be used universally for all study programme types and allowed to assess them far and wide. 
Because of that besides the ranging of higher education institutions there are still made investigations and 
worked out methodologies to assess study programme quality and improvement. 

In the democratic society a person has the right to have different opinion; therefore there is not a 
single “correct” quality definition. Quality can mean different to everybody. Mostly everybody 
understands intuitively what the word ‘quality’ means, but it is hard to ground and explain. Probably the 
different understandings about the higher education quality create doubt in the interested sides about the 
higher education quality itself. So, one of the research tasks is to clear out how different are the 
understandings of two main interested sides (students and higher education administrators) about higher 
education quality and its major criteria. 

The aim of the research made is by doing expert survey and using The Analytic Hierarchy Process 
(AHP) method to investigate the opportunities of study programme quality assessment to form the 
methodological basis of study programme assessment, as well as to clear out main higher education 
experts’ (students and higher education administrators) understanding of study programme quality. In the 
research the experts evaluated 24 criteria which characterise both the quality of study programme offer 
and study programme implementation. Experts’ task was to determine importance coefficients for criteria 
in study programme quality assessment. 
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Russian economics modernization encounters several problems. First, financial, industrial-
technological and cadre infrastructure is in undeveloped state. This impedes the formation the steady 
innovation chains “basic research – the applied scientific research and experimental-design develop-
ments – the commercial technologies”. Secondly, the investment needs of the economy considerably 
exceed the volume of the long-term borrowed resources, which proposes domestic particular financial 
sector. Thirdly, the Russian producers outgoing on the international markets be situated in the unequal 
competitory conditions in comparison with the exporters from other countries. 

To remove these problems capably the formation of the effective system of the development 
finance institutions. Therefore state undertook decisive steps toward the formation of this system in recent 
years. The development finance institutions – these are the specialized state (quasi-state) corporations, 
whose activity is directed toward the elimination “of failures of market”, which restrain the economic and 
social development of the country. 

The development finance institutions solve, thus, four basic tasks: 
 overcoming failures of market in the sphere of innovations (“quasis-innovation”); 
 the elimination of institutional failures (forming of the absent, but necessary segments of 

market); 
 the development of economic (power engineering, transport, other communications) and social 

infrastructure; 
 the equalizing of the essential regional unbalances of development. 
 

The development finance institutions in Russia have some shortcomings. The system of the 
development finance institutions created up to the present moment in Russia is enormous and cumbrous. 
Majorities of them possess the extremely insignificant scales of activity. Their ineffectiveness and opacity 
is one additional drawback in the domestic development finance institutions. Furthermore, for the 
development finance institutions in Russia is characteristic the absence of coordination. In spite of variety 
in the country of development finance institutions, the economy still is developed due to the export of raw 
material, and situation is not assembled to change. Practically all development finance institutions 
existing in Russia are “money bags”, which distribute the financial resources between “priority” projects. 
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In times of the growing globalization and the change to knowledge based services professions 
together with a change of social values, companies and their employees have to face different 
demands than before. The pressure on employees rises, because they need higher qualifications, 
always needing to learn and adapt to the quickly changing structures. Corporate Culture is a very 
important instrument in this transformation process. It guide employees through but it can on the 
other hand evoke frustration. This permanent frustration can lead to occupational diseases as there 
are for example physiological symptoms as lung and skin diseases or even worse mental diseases as 
the well known burn-out syndrome. In technical based services firms, corporate culture is mainly 
focused on the zero tolerance solution of a technical problem, as this is the main mission of these 
services firms. Employees are humans and will not be able to function without any tolerance as they 
are supposed to. Negative side effects can be varying as mentioned before from lack of motivation to 
the beginning of a serious disease. In public technical services there are also positive side effects as 
the public sector is not focused on maximizing the profit, but to perform well within the borders of 
public necessity. Employees can be categorized in 4 different main types of employee profiles. This 
simple model of profiling people points out the different behavior schemes of people. So does every 
type of employee react in the same negative situation derived from corporate culture like his college, 
his supervisor or the whole team? Is there a relation between the reaction of the type of employee 
and the type of situation, in this case a negative side effect of the corporate culture? For example, if 
the management says, that the working days from now on end at 8 pm, does every employee starts to 
rebel against it, as the longer working times are a negative side effect, or is it at first the icebergs and 
problem child’s. But on the other hand are these two the first, who are likely to get ill from this new 
directive or is it the stars and backbones that always get the short end of the stick. The practical 
benefit I want gain is to find out, what type of employee is more likely to be affected from the 
negative side effects by corporate culture and how this negative side effect is compensated by 
finding the right team composition. If teams are composed correctly, we can let our working day end 
at 8 pm without facing unmotivated fellows and in the worst case upcoming occupational diseases. 
To bring the formulated problem statement to a success, I need to describe, what types of corporate 
culture in technical based services firms exist and focus on their positive and negative side effects. 
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The main research question guiding this study is how and why innovation in the area of 
sustainable development begins, develops, is implemented, and (perhaps) ends in a municipality. It 
requires identifying both the external and the internal factors that influence the adoption and the 
implementation of a process of municipal innovation. 

To achieve this, we analyzed, using 13 case studies, the particular situation regarding sustainable 
development in Andalusia (Spain) and the implementation of the Local Agenda 21 in the different 
municipalities that joined City 21 Program. We focus first on the research design, secondly on the data 
collection, and thirdly on the data analysis. 

We hope that the proposed model helps town councils to develop management by and for 
sustainability, according to the repercussions that their decisions can have for future generations. The 
main contribution is the integrative model that we propose, defining a set of variables than influence an 
innovation process, the implementation of the LA21. 
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With view to globalization industries also the suppliers need to invest in emerging markets like 
Central and Eastern Europe, Russia, South Africa, China or India. Abroad, they face a tremendous lack of 
well-trained workers below the management level, mainly in technical or commercial vocations. 

Internationally unique is that in the German speaking countries (A, CH, D) the vocational training 
is provided by the public-private co-management of employers and public training institutions (Dual 
System). 

Even when the quality of this co-management system is highly acknowledged, abroad the Dual 
System cannot be installed in the same manner as in the home markets. 

As we can see by studies of the export of German education services is underdeveloped compared 
to the Anglo-Saxon educational systems [1]. 

The main focus of this research is to explore the best practice for the export of education services 
with regard to vocational education training (VET). 

The research follows Kellner’s research method of “Market-Oriented Innovation Manage-
ment” [2]. Regarding strategic management, export management, international marketing, business 
development and other related knowledge fields the requirements for the export of education will be 
compiled to the comprehensive strategic model for the export of education. 

The market-oriented and innovative model will consist of three stages: Strategic planning, market 
entry and market penetration being presented in this paper. They are based on researcher’s field 
experience and the described requirements and characteristics drawn from the literature review. 
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This research paper will analyze the decision efficiency in employee selection processes in 
companies in regard to happiness. 

Decision making in businesses is a major task of management, both in a strategic and leadership 
context. Usually, managerial decisions can be characterized as deliberate choices among given 
alternatives under certain objectives in order to identify the best option under risky and uncertain 
environments. [1] In employee selection processes in companies similarly certain objectives are valued 
and decisions among given alternatives are taken accordingly. 

In recent years Bruno Frey, Professor of Economics at the University of Zurich, and others are 
increasingly investigating “Happiness” in economics as a new field of interest in economics and business 
sciences. [2] According to Frey & Frey Marti employees who are happy in their job are less absent from 
work, work with more motivation and preciseness and are more productive. [3] The relevance of 
happiness of individuals at works seems therewith essential for companies. 

According to Frey though “… individuals tend to make systematic errors when choosing between 
alternatives. For example, they often mispredict the utility gained by future consumption. They 
overestimate the satisfaction they drive from having a higher income in the future, and they underestimate 
the utility gained from immaterial aspects of life, such as friendship and social relations. As a result of 
these errors in judgment, they find themselves less satisfied with life than they could be according to their 
own evaluation.” [2] Especially for the process of employee selection this fact seems to be important to 
be considered when recruiting people. 

The aim of this research paper is to investigate the theories of decision making, employee selection 
and happiness economics by reviewing existing literature. The question of how far the aspect of 
happiness is involved in today’s employee selection processes should be analyzed. 
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Development economics centres its analysis on the specific problems of a vast periphery of less 
developed countries. Its main goal is to find answers to the following question: ‘how can low-income 
economies in the world today be set on the track of sustained economic development for the immediate 
goal of reducing poverty and the long-run goal of catching up to the wealth of developed economies?’ 
(Hayami and Godo, 2005: 2 [1]). 

Several answers to this fundamental question have been presented. We survey the central elements 
that characterize four important theoretical bodies in Development Economics, namely: (i) modernization 
theories; (ii) dependency theories; (iii) world-system theory; (iv) neoclassical counter-revolution. 

However, the “old” notion of economic development, which considers as its main goal the 
reduction of inequality in terms of per capita income, seems to be insufficient to attain the amplitude and 
complexity of development problems (Bonete and Filho, 2008 [2]). Therefore, it is not surprising that the 
notion of development has amplified through the consideration of new dimensions, with the adding of 
several adjectives to the word “development” – “human” development and “sustainable” development are 
the most frequently mentioned. 

The main objective of this paper is to produce a concise survey of this vast range of contributions 
frequently analyzed in a separate way. Together with the contributions of the traditional development 
economics, these new development concepts – human, local and sustainable development – offer a 
theoretical wealth which, in their globality, allow a more adequate understanding of the complex and 
multi-dimensional phenomenon of development. 
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Measuring countries’ levels of development is one of the most complex tasks in economics. The 
recognized multidimensionality of the phenomenon has increasingly led to the use of composite 
indicators in order to overcome the limitations usually identified in such measures as the income per 
capita (Bandura, 2008 [1]; Saisana, 2008 [2]). Using indicators such as this to assess development raises 
two crucial issues. On the one hand, one needs to identify the dimensions of development for each 
indicator as well as the content of each dimension. On the other hand, one also needs to assign weights to 
each dimension in order to have an aggregated indicator. 

This second issue has drawn little attention in the literature, and usually equal weights are 
attributed to all the dimensions of a given indicator. In the absence of any systematic analysis of their 
correspondence to the public perception regarding the importance of each dimension of development, 
these weights are arbitrarily fixed. This is so despite the fact that individuals are the ultimate beneficiaries 
of countries’ development. The present paper seeks to close this gap in the literature, discussing in an 
explicit manner, the importance of the weights of each dimension of development. 

Using a public-opinion survey conducted in Portugal, we evaluate the importance of the main 
dimensions of development and examine if the dimensional weights depend on individual characteristics 
of the respondents, such as gender, age, or educational level. The evidence suggests that both education 
and health regularly stand out as the most highly-rated factors. 
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Life cycle approaches describe and explain changes in organizational entities (e.g. firms) between 
their conception and termination. Life cycle theory assumes that development is governed or mediated by 
underlying natural, logic or institutional rules; even if the impact of internal and external influences is not 
denied [1] More than 100 life cycle models have been published during the last 50 years. [2-6] These 
models differ in many respects, in general they analyse the opposite forces of growth (success) and 
decline (crisis) or both. [7, 8] Some of these models are more conceptual and holistic (e.g. whole life 
cycle; range from small to large); others are more empirical and very specific (e.g. small number of 
selected firms; mainly cross sectional, few longitudinal). 

My assumption is that life cycle approaches allow useful insights for change and crisis 
management. Prerequisite for generic statements is a systematic review and evaluation of typical 
approaches. This paper provides a systematic overview of the range of life cycle models. 
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Environmental non-governmental organisations (NGOs) are seen as one of the interest groups in 
environmental governance, yet they are far from being a homogenous group. Environmental NGOs in 
Latvia and across the world are wide spectrum groups consisting of local activists, institutionalised NGOs 
and networks, including virtual networks. Considering the diversity of groups in environmental 
movement, their contribution to environmental governance is also diverse and sometimes even 
contradictory. At the same time the activity in dealing with certain issues can be varying in its intensity 
i.e. there has been high NGO activity in debating forest management issues in Latvia, whereas there is 
rather low activity in shaping energy policy even though it has substantial environmental angle. 

Why environmental groups demonstrate high activity in dealing with some issues whereas there is 
hardly any interest in other issues despite their significance from environmental governance point of 
view? Author attempts to look into underlying causes that determine NGO activity and broader public 
participation. Author uses desk research, case study research, participatory research and interviews in this 
paper to test assumptions and arrive to conclusions on which are most important factors that influence 
public participation. 

Based on the results of desk research, author divides all factors in two groups: pre-conditions for 
participation and enabling environment. For Latvia pre-conditions are factors that are rather stable or 
change slowly: post-soviet context, trust in public institutions, rule of law, dominant values in society, 
viable civil society. In other group of factors author includes those that can be influenced i.e. governance 
structures (windows of opportunities for participation and governance processes open to NGOs), 
institutions to facilitate public participation, public opinion about priority issues, resources available to 
NGOs. Author concludes that all those factors are valid; however there can be also some other factors 
listed that have ad-hoc nature, such as personal convictions, connections with other interest groups, and 
some others. 
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In conditions of the information society and knowledge-based economy the knowledge acquires 
the status of an economical object. An intellectual capital becomes the main form of assets and sometimes 
is evaluated higher then financial and material assets. From the social-psychological point of view the 
intellectual capital in modern economy has a double nature, because knowledge is considered as goods 
and, at the same time, it is the inalienable value [1], [2]. 

The analysis of the main approaches to definitions and classification of the concept “knowledge” as a 
social psychological phenomenon showed that the knowledge is irreducible to the information [3]. There are 
a wide range of empirical data which confirm the influence of knowledge sharing on the results of activity of 
an organization. The influence of knowledge sharing and organizational learning on the effectiveness of 
organization activity is mediated by the range of social psychological phenomena. In modern economic 
conditions the competitive advantages are achieved by those organizations which are constantly 
transforming on the base of their own experience, in other words, by the learning organizations. 

The aim of the paper is to study the major psychological factors which turn an organization into 
the learning organization and to research the social psychological phenomena which mediate the 
influence of knowledge sharing and organizational learning on the organization effectiveness [4]. 

The results of the research may be helpful to managers and administrators in using the past 
experience of organizations which will result in the effective experience exchange and open the new 
possibilities for the strategic planning and creation of the effective competitive organization. 
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In 2005 Central Statistics Bureau (CSB) started a survey “Community statistics of income and 
living conditions” (EU-SILC). Every year CSB produces data collections “Income and living conditions 
in Latvia”. 

The term “poverty” is not defined in the statute of our country, however it is defined what a poor 
person and a low-income person is. 

Previously author has done a research about economic stress, forced refusal of using durable 
household goods, insufficient household and living conditions, and how they all display material 
insecurity in different demographical types of households in regions of Latvia. 

Household and living conditions have become worse in general. Economic stress has increased but 
the rising of the household conditions was not significant so households relatively more were forced to 
refuse an acquisition of durable household goods and decline using them. Household conditions in 
regions have become worse too. 

Within the framework of this research author is analyzing material stratification in different types 
of households both in Latvia in general and in different regions of Latvia in recent years. 
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Globalization is a significant force reorganizing the world’s economy through new knowledge and 
technology [1]. Thus, the production of innovations becomes vital for the economies that want to keep up 
with the rapidly changing world. According to J.Schumpeter, one of the major targets of innovations is to 
get the oligopolistic rent over the market profit, and the government is one of the main stakeholders of 
this rent [2]. A report by Innovation Union Scoreboard (IUS) revealed that in 2010 Latvia ranked 27th in 
the EU in terms of innovation [3] and this gives cause for concern. A Triple Helix (TH) model of 
interaction among universities (U), industry (I) and government (G) was worked out by H.Etzkowitz and 
L.Leydesdorff in mid 1990s. According to this model an innovation can be considered as an outcome of 
interaction among different social coordination mechanisms – markets, knowledge production, and 
(public or private) governance. Three selection environments or functions are specified in the model: (1) 
wealth generation (industry), (2) novelty production (academia), and (3) public control (government) [4]. 

A single aggregated indicator of economic effect of TH model has not yet been created, therefore, cur-
rently various components are investigated and measured separately and then compared to identify the linear 
and nonlinear interaction and patterns. To measure the U-component they apply the principles of bibliometrics 
and scientometrics and related metering parameters – citation analysis, number of publications in refereed 
journals, citation indices, the number of patent applications, the number of patents granted, etc. To measure the 
I-component (understood as a technology business that focuses on the introduction of high technology products 
in the industry) they use economic measurement indicators, such as the number of high-tech enterprises, the 
volume of output of their new products, number of employees, their productivity, etc. At the junction of U and 
I components they measure the number of high-tech enterprises and start-ups, including university spin-offs 
created on the basis of new patents or know-how, and evaluate their performance with economic indicators. 
The G-component makes decisions on national and local level that affect the statistics of the first two. 

The aim of the research is to define the current status of the Latvian local G-component in TH 
triadic structure and to find the points affecting the growth, which can bring the maximum synergistic 
effect with minimal investments. 
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The paper focuses on examining the relationship between regional innovation and economic 
development in the EU countries and regions. The theoretical framework of the study relies on economic 
growth and regional innovation models focusing on the research questions what the role of innovations in 
regional economic growth and convergence processes is and how to quantitatively assess regional 
innovations and their relation to economic growth and development. 

The empirical part of the study bases on the regional GDP pc and innovation indicators on the EU-
27 NUTS2 level regions. In order to elaborate composite indicators of regional innovation performance 
we implement principal component factor analysis. Based on the selected set of initial innovation 
indicators for the 262 EU NUTS2 level regions and using the principal components factor analysis 
method, three composite indicators of regional innovation performance are extracted. They explain 
around 80 % of the variation of the initial innovation indicators. Based on these aggregated innovation 
indicators we estimated regional development (measured by GDP pc) and regional convergence models 
having composite indicators of regional innovation performance as explanatory variables; thus, 
examining the role of innovations in regional development and growth. 

The preliminary research results show that around 60% of variability of regional GDP per capita is 
explained by composite indicators of regional innovation performance and additional 20% are country 
specific factors. Estimating convergence equations, we noticed that regional innovations tend to increase 
inter-regional differences, at least during the short-run period. Thus, if regional income convergence is a 
policy target, additional policy measures beside innovation activities should be effectively implemented. 

According to the Eurostat regional system, all three Baltic States are considered as the EU NUTS2 
level regions. Therefore we also analysed the relationship between the level of economic development 
and innovation in the case of the Baltic States as the EU NUTS2 level regions. The results of the 
regression analysis show that actual level of economic development overcame the so-called potential 
level around 57% in the case of Estonia and 43% in the case of Latvia and Lithuania at the end of the 
economic boom (2007). Thus, it was predictable that all three Baltic States had remarkable preconditions 
for deep recession. The global economic crisis that started in 2007 only boosted this predictable recession 
and pushed these countries for serious structural reforms and strong restructuring their economies 
preparing them for adjustment for possible long lasting global economic turbulences. 
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Customer participation in the coproduction of services is recognised as a topical subject of 
scholarly research in both public and private sectors and also as a concept erasing the boundary between 
market-based logics of development and traditional theories of public administration. The article 
introduces the relevant sphere of marketing researches – management of the clients’ participation in the 
coproduction of services. Management of participation in the coproduction of services is conceptualised 
as the unity of separate but interrelated activities. The article aims the main attention to the one of 
activities of participation management – the selection of clients. The selection of clients is the obligatory 
management activity in the active participation of clients in the joint (together with eldership employees) 
coproduction of services. The object – selection of clients – is analysed from interdisciplinary approach, 
i.e. from perspectives of services’ marketing and public management. The article defines the selection of 
clients as identification of potential customers’ characteristics, possessed resources necessary for 
performance of roles in services and information of clients about services that require coproduction and 
about specifications of roles to be performed in them. Therefore, the selection is necessary activity for the 
participation management in order to attain active, i.e. mutually beneficial participation. The article 
introduces aids for the selection of clients, identified by the qualitative research, applied in real practice in 
Lithuanian elderships. Not all identified selection aids have an equal impact on the activeness of the 
clients’ participation; therefore the article introduces results of the quantitative research: the rate of 
selection aids according to the impact strength on participation. 
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The last and still ongoing financial crisis also known as Subprime Mortgage Crisis, triggered by a 
dramatic rise in mortgage delinquencies in the USA, led to the lost of homes for more than 4 million US 
families in cause of foreclosures. Another 4.5 million households are still (end of 2010) in a foreclosure 
process [1, p. XV]. Huge AAA-rated banks as Lehmann Brothers had to declare their bankruptcy or got 
billions of Dollars / Euros to survive or they were nationalized. Countries as Island and Greece got 
massive financial problems, which are leading them nearly to a governmental bankruptcy. All these 
things happened because at first U.S. credit grantors and users did not realized their risks in financing real 
estates with subprime and adjustable rate mortgages. In addition the securitization of the credit risks and 
the worldwide allocation of the high risky products made this crunch, which was created in the USA, to 
an international crisis. 

Poor risk management in the policies of lending money and of securitization of mortgages led 
doubtless to this disastrous situation. A verification for that assumption is e.g. that the Financial Crisis 
Inquiry Commission of the US Congress used inside “The Financial Crisis Inquiry Report” from January 
2011 the word “RISK” for 1093 times [1]. 

The paper gives explanations to the following questions: 
 How will be measured the risks in financing today? 
 How do perform the existing risk measurement tools? 
 Which modifications are necessary and possible? 
 Which changes will lead to which outcomes? 
 

The aim of the paper is to reveal and to compare different approaches for risk-measurement 
because different situations need different models of risk measurement and “any model is only as good as 
its assumptions” [2, p. 31]. 
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The purpose of the research is to outline the most difficult segment of the insurance market in 
Russia – voluntary insurance for farm enterprises, small business and low income households. The extra 
challenge is to create microinsurance products with the social priority and product distribution 
possibilities. 

Research methods: Interviewing, survey, document analysis. 
Data used: first-hand marketing research in V.Novgorod Region, local official data. 
The basis is a partnership of the state and private businesses. The target region is Veliky Novgorod 

oblast. It is situated between two capitals of the country – St. Petersburg and Moscow and very typical for 
regions which are situated on the West-North of Russia. So the elaborated microinsurance products could 
be implemented all across the country. 

Problem 1. Depopulation (migration to big cities), ageing, social payments reduction. The centre 
of the region is Veliky Novgorod. 2010 resident population size is 640.6 thousand people including – 
urban population 446.9 thousand people (69.8% of total number), rural population 193.7 thousand people 
(30.2%). The outflow of population (mostly in the age 16-24 years) in 2009 was 5.4 thousand people 
(0.8%). 

Problem 2. Agricultural region (share of agriculture in regional GDP 8.6%, in GDP of Russia 
3.8%). There are more than 50 thousand personal subsidiary plots, about 1000 farm enterprises. 
Novgorod region is situated in the area of risk farming. Geographical location is the North-West of 
Russia, a significant part of the territory is marshland. So they need special insurance products which 
could be affordable for them and cover their essential risks. 

Problem 3. Low income. The average salary across the region is about 400 euro. About 50% lower 
than in St. Petersburg and Moscow. 

Microinsurance programs (both voluntary and obligatory) can improve social protection of the 
population, help to create affordable insurance programs for rural people and small business, improve 
availability of financial services (microcredit and microinsurance) and become a part of the state 
programs on the development and improvement of the region attractiveness. According to preliminary 
estimation minimal potential market volume for mocroinsurance is about 11% of current insurance 
market in Novgorod Region. 
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Article is devoted the modern approaches to financial planning (budgeting) at the commercial 
enterprises. 

In work the analysis of business processes of budgeting in the various Russian companies is 
presented, differences of such processes for small enterprises and the big organisations are defined. 

The basic problems is that with enterprise growth monetary streams become less transparent and 
operated, the forecast of profit of the enterprise becomes difficult. Enterprise development leads to 
differentiation of administrative functions, the requirement of change of financial planning is not 
considered. 

In article transition from the general planning to individual drawing up of budgets and fastening of 
responsibility of performance of business processes to certain persons is considered. Such approach to 
budgeting allows to distribute effectively resources of the enterprise and to carry out the operative 
analysis of deviations in comparison with planned targets. 

The author defines quality indicators which answer about efficiency of use of the material 
resources of the enterprise and competences the employees responsible for control of business processes. 
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Article is devoted the analysis of deposits of physical persons in commercial banks. In work the 
operative statistics on volumes and terms of deposits of physical persons, depending on type of banks is 
presented. The basic problems of a policy of attraction of contributions, characteristic for Russia are 
revealed and classified. Among the basic problems it is possible to allocate absence in Russia of 
privileges under taxes at creation of personal reserve funds of physical persons; absence of reliable 
system of financial institutions for preservation of means, except banks; not optimum system of insurance 
of contributions of physical persons; domination of large not market state banks in the market of deposits. 
Comparison with foreign countries is spent. The author considers bank tools on attraction and use of 
means of physical persons, including urgent deposits, confidential operations, various kinds of 
contributions taking into account profitableness of securities, the deposits connected with investment and 
pension funds. In article the analysis of new standard documents of the Central bank and realization of its 
depositary policy is carried out. The special attention is given agency activity on insurance of 
contributions of physical persons in commercial banks. The author specifies distinctions in fields of 
activity of the state and private banks in the depositary market. In article price and not price factors of 
attraction of deposits in banks are considered. 
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International assignments are a phenomenon that affect a lot of companies throughout the world. 
Being faced with low employee mobility, one recent research topic is the influence of expatriate spouses 
on relocation willingness. Seeing that more and more people live in dual-career relationships, the author 
would like to take a look at the specific situation that dual-career couples face when they go abroad. 

 

Objectives. It is the objective of this paper to evaluate the reasons for on-assignment career 
support both on the employer and employee/spouse part. This paper should help to clarify why it is in a 
company's and expatriate's interest to spend resources on such family-friendly policies. 

 

Methods. The author conducts a literature review using books as well as articles from academic 
journals. 

 

Findings. Based on the research questions, the author comes to the following conclusion: 
1. The main challenge for dual-career couples is to find adequate work for two people at the same 

location. 
2. Accompanying partners prefer to do further training compared to actual employment in the 

host country. 
3. Dual-career support is beneficial for the trailing spouse, the expatriate and the employer. 
 

The author sees that the majority of accompanying spouses are faced with troubles when looking 
for a job in a new location. This is why the author concludes that dual-career support is beneficial for all 
involved parties, especially in terms of increased employee mobility. 

 

Conclusion. The research paper provides further insight into the situation of accompanying 
spouses. It is the aim to highlight the situation of dual-career couples on international assignments for 
future management decisions. 
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The European Union Emissions Trading System (EU ETS) is a tradable permits’ system 
promoting reductions of greenhouse gas (GHG) emissions. The EU ETS is operational since 2005, 
however, starting from 1 January 2013 it will experience significant changes. 

Up to 2012 in the EU ETS have participated 79 companies and 1 municipal agency registered in 
Latvia, but although the total number of participants is small, important to mention that the participants of 
the EU ETS are Latvia’s largest energy companies as well as the most significant producers of cement, 
glass, bricks, iron and steel etc. 

The goal of this paper is to analyse the EU ETS participants in Latvia knowledge of the future of 
the EU ETS. At the beginning of the paper the current mechanism and requirements of the EU ETS are 
described with regard to their future changes, including the changes with regard to the initial allocation of 
allowances and operation of the registry of allowances. Afterwards the importance of these changes to the 
EU ETS participants in Latvia is explored. Whereas the particular areas of knowledge is analysed using 
the results of the survey of Latvia’s companies participating in the EU ETS (done by the author in 2011; 
61% responsiveness). Survey demonstrates that more than 70% of respondents are willing to improve 
their knowledge about the EU ETS operation post-2012. It is concluded that the EU ETS participants in 
Latvia knowledge of the future of the EU ETS is very limited and insufficient. That may result in the EU 
ETS participants in Latvia comparatively worse performance in the EU ETS, including extra costs and 
lost opportunities for gaining additional profits. 
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The topicality of the research subject. Regardless of the fact that Latvian pension system seems 
to be advanced and modern, recently we have been questioning sustainability of our pension system. 
What is the reason? 

The discussions have been aroused by the various alarming economic and social processes, like 
decrease of social budget, economic crisis and breakdown, outflow of population (in particular manpower 
drain), bad demographics, inhabitants’ agedness, illegal national economy and inconsistent pension 
politics (i.e. together with the frequent change of local government, laws are being amended too often). 

Research tasks and objectives. The aim of the paper is research and analyses of the conditions of 
building a sustainable pension system. 

In order to achieve the above mentioned aim, the author has the following tasks: 
 To describe impact of economic and social factors on the sustainability of pension system; 

 To analyse and research legislation regulating Latvian pension system. 
 

Research methods. In order to achieve the established aim and tasks, the following scientific 
research methods have been used in work: analytical method, comparative method, historical method, 
logically and abstractedly constructive method. 

The analytical method is employed for research of the economic and social factors’ influence on 
pension’s system sustainability, as well to analyse and study the laws and normative acts regulate Latvian 
pension system. 

Authors use the comparative method for several assignments: analysis of the demography of the 
European Union, examination of senior income replaceability, study of the Latvian legislation regulating 
pension system in the context of EU regulations, and others. 

It is necessary to recognize and comprehend the historical and political circumstances and law 
comprehension tendencies that existed during the formation of the pension system, therefore the historical 
method is made use of as well. 

The logically and abstractedly constructive method is employed in order to make forecasts and 
define the main research results – the conditions of ensuring pension system sustainability that have been 
detected by the author during the research. 
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Customer relationship management of each organization is not only important from a strategic 
marketing perspective, to attract new customers, encourage customer loyalty and provide a stable future 
income, but also customer management plays an important role in the organization’s intellectual capital 
management, which is one of the most essential issues of the contemporary management. [1, 2] 

Higher education organization is a typical example of the intelligent organization. Since one of the 
goals of these organizations is in fact knowledge creation and dissemination and intellectual capital 
approaches have become very important for these organizations. Their investments in these organizations 
should mainly be invested in human capital and research. The inputs of these organizations and resources 
and the outputs are intangibles. [3] 

Intellectual capital management plays an important role in customer equity management, where 
one of the purposes is to improve customer relationship management or customer loyalty. Customer 
loyalty is one of the most difficult measurable indicators. So far, the higher education organizations, 
creating intellectual capital assessment indicators, very little attention have paid to the depth of customer 
relations and customer relationship quality measurement. However, it should be noted that one of the 
latest intellectual organizations and institutions including the HEI management concepts are based on the 
fact that the service quality of the results are very closely related to the provision of client processes [4]. 

The paper aims to analyze the intellectual capital at higher education organization and emphasizes 
the role of student loyalty in it. The approach taken is theoretical and based on the combination of three 
different areas: intellectual capital management, customer relationship management, higher education 
institution management. The contribution of this paper is an overview of the empirical research 
previously conducted. Author points out possible future lines of research in this area. 
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In perspective, the importance of attention to application of financial analysis results in the project 
management process of project financing, improving its quality, and economic interpretation of the 
analytical indicators, is growing. 

Analysis of the progress of financial volume of concluded contracts over 2010, separated by 
dimension codes, reveals that the greatest progress belongs to the field of construction, where contracts 
for 374.4 million euro were concluded in 2010. 

The purpose of the article is to analyze construction and infrastructure projects submitted for 
financing from the European Union structural fund resources, their cost-benefit analysis (CBA), and to 
assess the financial, social and economic indicators planned in the project submission against the actual 
post-project implementation indicators of the project life cycle. 

During the analysis of project applications submitted by municipalities, the authors carried out an 
in-depth assessment and recalculation of the CBA of infrastructure projects. The analysis was based on a 
comparison of the indicators initially defined in the project submittal and the actual situation following 
the implementation of the project. 
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How can brands and business earn money with social media? Social commerce – the merging of 
social media and e-commerce – could be the answer. Social networks have reached the mainstream and 
many brands are responding to the issue: they integrate shopping features on Facebook, tweet special 
offers on Twitter and integrate social and integrate social media tools in their e-commerce platforms. 

It can be observed that a structural change has been taking place in the online world for several 
years. Due to the ever increasing spread of new technologies on the internet and the formulation of new 
ideas for online communication and cooperation, ever more specific platforms and services focusing on 
“user generated content” have been developing since the beginning of the 21st century. 

The roles of the information producers and the information consumers on the internet have 
therefore changed fundamentally. More and more online applications and services are being developed 
with which people can convey information to the outside world as well as network and communicate with 
each other. These services are now grouped under the term “social media” and have experienced an 
almost unprecedented mass distribution on the internet in recent years. 

Whether Facebook, Twitter, YouTube or Flickr – everyone is currently talking about these new 
services, and they manage to surprise us almost on a daily basis with astounding new user numbers in the 
millions and technical refinements that make it easier and easier to create and spread ever larger amounts 
of user-generated content. The “old” information providers of the Web 1.0 – the companies – are 
becoming increasingly interested in this new way of communication and cooperation on the web. The 
wealth of options and information has spurred the debate about the beneficial use of social media in 
business processes. 

In this paper I wish to address specific social media applications and services that are able to 
positively influence purchasing decisions in e-commerce, and to explore how consumers can by loyalized 
through added value in the field of communication and cooperation. 
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The European Union is committed to ethical governance. In this, it hopes to provide a basis for 
responsible, democratic and above all morally sound governance such that the values of human beings are 
not compromised by the unopposed sectoral concerns. 

Ethical governance is by no means simple, however, because of a long-standing cleavage in 
Western Occidental rationality between public and private uses of reason, begun in Kant and played out 
in different ways between Habermas and Rawls’ influential writings. Effectively, this introduces a gap 
between norms and values, with the latter being seen as too subjective for legitimate deployment in 
governance. 

However, the lived lives of people are inextricably connected with the subjective engagement with 
history, culture, religion etc. meaning that value is an ineliminable part of understanding another human 
being qua person. 

European governance has most thoroughly engaged with ethical governance in the context of 
technology development. Information and Communication Technologies (ICT) have a growing impact, 
including ethical and social impact, on all aspects of life today. The potential for ethical impacts increase 
as ICT becomes more complex. It appears important to consider potential ethical issues before and during 
information technology development, even if anticipating these effects is difficult due to the complexity 
and convergence issues. 

The practical ethics developed in ETICA and EGAIS suggests one basic question: how far can a 
procedure be adjusted to the context of individuals or groups so that it can produce (a) a shift in their 
cognitive and normative framing (b) a new relationship to the norms and to the stake of normativity (c) an 
integration of values in the process of elaboration of norms? From the research carried out in these 
projects, lessons can be learnt for the broader context of ethics in economic and business development. 
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Foreign students in higher education establishments are becoming more and more important issue 
in the improvement of higher education institution attractiveness and competitiveness in the international 
education space. In recent years student mobility is becoming more and more important factor for 
effective university work. It requires attractive international study environment suitable to the majority of 
worldwide nations and cultures. Those issues are studied in academic research as well as prepared large 
number of policy documents. The paper/report is based on the theoretical studies as well as surveys of the 
foreign students of the University of Latvia. The goal of the research is to investigate the feedbacks from 
international students about their experience at the University of Latvia and offer some steps for more 
efficient solutions that would improve studies at University of Latvia for foreign students and make the 
University of Latvia more attractive for foreign exchange students. Research methods: theoretical study 
of relevant theory and quantitative surveys. For data analysis of survey results indicators of central 
tendency and variability, cross – tabulations and multivariate statistical analysis methods are used. 
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Project management needs more well developed and well implemented methods to meet future 
requirements. Many “standards” in project management are often introduced by associations like PMI® [1] or 
IPMA® [2] and are more focused on the certification programmes of the associations than on really “general” 
standards as mentioned in [3]. Object Role Modelling – ORM - is an approach derived from information 
analysis and data base design many years ago – [4], [5], [6], [7]. Object Role Modelling can help to identify 
roles and responsibilities in projects – and is strong in specifying constraints. Object Role Modelling can 
support change management by identifying new roles and responsibilities and role changes as discussed in [8]. 
Former contributions on Object Role Modelling in Project Management were focused on some selected aspects 
[9]. Here we include project management standards and most knowledge areas of project management. We can 
clarify concepts of existing standards and can extend these concepts [10]. Object Role Modelling can especially 
clarify fundamental management concepts we need in project management. Like in other areas in project 
management we have 3 fundamental management levels: 1. There are the basic mainly operational processes, 
like defining the scope of a project, develop a work breakdown structure, develop a project plan, etc.; 2. There 
are processes for managing and controlling projects, like running a project according to the plan and updating 
the plan; 3. And there are audit processes, which check if there is a project plan, if the project is managed 
according to the project plan, and if deviations are detected and lead to updates of plans. For all three levels 
there must be responsible project team members and they must take their roles and responsibilities. In project 
management we mostly have a focus on the first level. In PMBOK® we have a special knowledge area mainly 
dealing with selected aspects of the second level, that is “Project Integration”. The third level is not really 
covered in standards like PMBOK® [12]. With Object Role Modelling we can establish the management model 
for the first level of project management. The second level can be introduced directly and systematically on top 
of the first level, and the third level can follow systematically on top of the others. Many cases and many 
aspects of on object role oriented project management approach have been discussed [10]. 
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The enterprise financial leverage and capital structure are determined by various factors. The paper 
analyses the dependence of enterprise financial leverage on the macroeconomic conditions in the country. 
It proves the need for active leverage and capital structure management under different macroeconomic 
conditions, taking into account interest of shareholders and debtholders. The paper gives an assessment of 
recent trends in leverage dynamics under particular macroeconomic conditions in different EU countries. 
The results suggest that the macroeconomic conditions influence financial leverage and capital structure 
decisions as well as the ways the capital is raised. Based on the analysis made, author provides solutions 
for leverage and capital structure management under changing macroeconomic conditions. 
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There is little disagreement these days that globalisation is changing the world, rapidly, radically, 
and in ways that may be profoundly disequilibrating. But beyond this already trite cliché, almost 
everything else concerning the phenomenon is subject to intense debate – in the context of an explosion 
of interest in and research on the subject. 

The object of this paper is Latvia’s banking sector. 
The purpose of this research is to analyse how to maintain the benefits brought by globalisation at 

the same time as we are avoiding from the crisis as a last one. 
To achieve the purpose the following tasks were conducted: 
1. identifying the main benefits and challenges of banking sector development in the changing 

environment; 
2. analysing Latvia’s banking sector as a part of global financial system; 
3. analysing the main preconditions of sector financial stability; 
4. on the basis of the author’s findings to put forward offers, how Latvia’s banking sector can to 

benefit in the changing environment. 
 

Chapter 1 explores the key benefits of banking sector globalisation. Chapter 2 analyses the main 
challenges of banking sector development in the changing environment. Finally, in Chapter 3 the author 
looks for solutions how Latvia’s banking sector can to benefit from changes brought by globalisation at 
the same time avoiding from the crises as the last one, by analysing capital and regulation as a most 
important components of financial stability. 

The results underline the need to recognise that markets need rules, constraints and careful 
monitoring so that banking failures are less frequent and less costly. And that the rules, constraints and 
monitoring exercises need a macroprudential approach. 

During development of the paper the generally accepted qualitative and quantitative methods of 
economic research were used. 
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Mergers and acquisitions are now commonplace in the European economy as companies try to 
improve their competitive position in a global marketplace. Research indicates, however, that many 
mergers have not resulted in the expected benefits, in part because organizations have neglected the 
human resource aspects of the change. Although mergers and acquisitions transactions are characterized 
as highly emotional events, research on the emotional dimension of these events is still rare. This is 
especially the case as far as crossborder activities are concerned. 

This paper describes the typical effects of the merger process on the people involved and, 
identifies the necessity of considering the human resource factor within the mergers and acquisitions 
transactions. 

Recent M&A studies on human issues frequently call upon the ‘merger syndrome’ as a typical 
post-merger phenomenon and a concept used to describe the – usually negative – effects on the attitudes 
and behavior of employees in the affected organizations. In order to identify the potential causes of 
merger syndromes, I have looked at existing theories and what I was able to conclude is that the” soft” or 
human side of M&A was often the most problematic. 

Drawing on elements provided by cognitive appraisal theory, affective events theory, the literature 
on the merger syndrome, and qualitative field research with employees, this paper also introduces an 
analytical framework for investigating the role of emotions in international mergers and acquisitions 
transactions. 
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The aim of this paper is to report the results of the research on evaluating the active 
employment measure „Training for Obtaining and Maintaining Work Skills if Local Government is 
the Employer”, which was requested by the World Bank and State Employment Agency. The focus 
of the paper is on the impact of the measure on the budget of state and local governments in Latvia. 
The economic essence of the measure is the payment of a stipend of 100 lats to the unemployed, who 
for this stipend perform different work at training sites organized by local governments. The 
research was conducted using several sources of information including data from the Central 
Statistical Bureau of Latvia and State Employment Agency, as well as the results of the survey of 
households, local government representatives and experts. 

The author had shown the impact of the measure on state and local government budgets by 
evaluating: 

 Costs of administering the measure and organizing training sites; 
 Alternative costs – the implementation of the measure means that local governments do not 

have to cover the costs, which they would have cover otherwise. 
 

The author shows that the measure was very timely, because it had helped to ensure at least a 
temporary employment opportunity for many people in Latvia and preserved their desire to find 
work. Taking into account the fact that Latvian GDP data shows the large and protracted negative 
influence of the economic crisis on the GDP of all regions, there was a real need for such measures 
that stimulate GDP. 
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Tourism development is one of the biggest drivers of growth and employment in rural areas. 
However, in the last decades tourism turned from a seller’s market into a buyer’s market. In mature and 
highly competitive markets such as the alpine tourism industry innovation and cooperation are seen as 
important strategic weapons. But developing innovative products and coordinating the destination 
development in a coherent way are very complex tasks. In the context of Rural Development Programmes 
the so called LEADER approach is considered as a powerful instrument to foster both innovative tourism 
development and regional governance. However, in its special report on the implementation of the 
LEADER approach for rural development, published in 2010, the European Court of Auditors comes to 
the conclusion that only a few LEADER territories could demonstrate innovation or interaction between 
different sectors in their development efforts. The paper aims to uncover governance pattern and identify 
driving forces. Theoretically grounded on actor-based institutionalism several quantitative indicators are 
used to discover correlations between governance potential and innovative tourism development. The 
study is based on data of LEADER territories in Austria. 
 



 

 

New Challenges of Economic 
and Business Development – 2012 

 May 10 - 12, 2012, Riga, University of Latvia 
 

114 James Samuel 

 

THE APPLICATION OF IAS FOR DEVELOPING  
BUSINESSES, ESPECIALLY IN THE EU 

 
Doctoral student James Samuel 
Accounting and Economics department 

University of Latvia 
Aspazijas bulv. 5, Riga, LV-1050, Latvia 

E-mail: jamsam@inbox.lv 
 
 

Keywords: International Accounting Standards, International Financial Reporting Standards, Economic 
development, Management, Assets, Liabilities 
 

Aim and purpose of the research. The basic aim is to encourage businesses both large and small 
to utilize the IAS in their everyday functioning to obtain the benefits and advantages in improve the 
functionung and efficiency in their accounting and administrative sectors. In doing so they shall reduce 
their costs of administration and production to a large extent, besides they might even gain on incentives 
and other deductions available through the standards that concern their respective organisations. 

In these times of economic crisis and global recession, it is imperative that there is corrective 
action taken to bring about a bounce in these stricken economies to strengthen their resources and bring 
them back to normal health. There are many measures that could be taken to boost the operation of these 
businesses, especially small ones and medium size businesses. One of the measures used to help 
economies and struggling businesses to come back to their normal health and be viable is through the use 
of (International Accounting Standards), IAS. There are various IAS that can be applied to enable small 
businesses to develop and grow, but it is more prudent to use those that can directly help in the 
development of businesses to be back on the road to progress and profitability. 

The International Financial Reporting Standards, (IFRS), help in making business decisions 
relevant and promote their use in making predictions about the results of the past, present or future events 
and actions. They also serve as corrective tools with regard to past actions and evaluations. 

There are many IAS’s that allow for corrective management of businesses, such as, IAS 37, which 
deals with the recognition, measurement and presentation and provisions and contingent and contingent 
liabilities. IFRS 6, Exploration for and evaluation of mineral resources, which assists in guiding industries 
who are involved in seeking, finding and extracting of minerals, oil and gas to obtain benefits of 
accounting and reporting. IAS 19, which is accounting for employee benefits, gives guidance on the 
justifiable amounts to be paid out as salaries, wages, bonus and termination benefits. 
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This paper reports about groups, needs, social media and recruiting. The knowledge about groups, 
needs, social media and recruiting supports recruiter to identify new potential candidates. The 
combination of scientific research about human groups and human needs explains the success of social 
media. The paper describes the reasons to be a member in a group. The main focus is on social media 
groups and online networks. The theoretical background for this paper is Maslows “Hierarchy of 
motivation”. This psychological theory gives advice to understand human behavior and to understand the 
reasons of individuals to join a group. 

Influenced by the internet there are changes that have to be under consideration. Today the 
recruiter has a new situation and opportunities. This paper helps hiring companies to understand the 
theoretical background regarding the reason to join a company or a group. 

One particular aspect is the need of individuals. This gives a good overview about individual’s 
interest to be in a group and to join a group. The explanations are under the consideration of the needs of 
groups. There is a difference between individuals and group needs. 

Further illustrate the paper the relation between groups and social media. The paper support 
further steps to create new knowledge and perspectives for the hiring process. There are two main issues 
for recruiter; one point is to identify groups with interesting potential candidate’s e.g. online communities 
with specialists for a product. The second issue is to illustrate the reason for individuals to join a 
company. 
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This paper intends to give a new interpretation to a phenomenon generally called “the middle 
income trap.” A developing nation gets “trapped” when it reaches a certain, relatively comfortable level 
of income but can't seem to take that next step into the big leagues of the world economy, with per capita 
wealth to match. Up to now, every emerging economy in Asia has confronted this “trap,” or is dealing 
with it now. Breaking out of it, however, is extremely difficult. The reason is that escaping the “trap” 
requires an entire overhaul of the economic growth model most often used by emerging economies. 

In this paper, the usually made connection between income trap and the structure of economy will 
be abandoned and instead, the “trap” is being interpreted as a bearer of information in itself. According to 
the Austrian school of economics (Hayek), prices represent the sum of the information that is available to 
the markets. Stagnating incomes will consequentially be read as information concerning the lack of 
growth of the productivity of the work-force and the industry. They may also denote (but not causally) the 
need for a Schumpetarian “creative destruction”. 

The “middle income trap” therefore is not something that can be dealt with in overhauling a country’s 
economy, but has to be addressed on microeconomic level focusing on the increase of productivity. Usually, 
the trap cannot be addressed by government policies, but has to be solved by increased entrepreneurship. 

The concept behind the “middle-income trap” is quite simple: It's easier to rise from a low-income 
to a middle-income economy than it is to jump from a middle-income to a high-income economy. That's 
because when you're really poor, you can use your poverty to your advantage. Cheap wages makes a low-
income economy competitive in labor-intensive manufacturing (apparel, shoes and toys, for example). 
Factories sprout up, creating jobs and increasing incomes. 

However, that growth model eventually runs out of steam. As incomes increase, so do costs, 
undermining the competitiveness of the old, low-tech manufacturing industries. Countries (like Malaysia) then 
move “up the value chain,” into exports of more technologically advanced products, like electronics. But even 
that's not enough to avoid the “trap.” To get to that next level – that high-income level – an economy needs to 
do more than just make stuff by throwing people and money into factories. The economy has to innovate and 
use labor and capital more productively. That requires an entirely different way of doing business. Instead of 
just assembling products designed by others, with imported technology, companies must invest more heavily in 
R&D on their own and employ highly educated and skilled workers to turn those investments into new 
products and profits. When war on the divided peninsula came to a halt in 1953, the south was poorer than the 
north. By 1997, though, the South Korean per capita gross domestic product (at purchasing power parity 
exchange rates) had reached 57 percent of the average of the Organization for Economic Cooperation and 
Development, a group of free-market democracies which Seoul joined in 1996. 

The 1997-98 Asian financial meltdown set back many countries across the region. Investment, vital 
to sustaining medium-term economic growth, has still not recovered to precrisis levels in Malaysia, the 
Philippines and Thailand. South Korea, though, after nearly defaulting on its debts at the end of 1997, pulled 
itself together and resumed its march up the value chain. The key reason is that Seoul embarked on far-
reaching market changes. In particular, the government reduced the power of the chaebol, the sprawling 
debt-heavy conglomerates whose links to the state created the impression that they were too big to fail. 
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Nowadays the media email is an intensive used way of communication in private sector as well as 
in professional area. Rapid transmission of information to a broad number of recipients enables absolute 
new ways of communication and management. On the other hand it may also cause negative outcome and 
informational overload [1] at the recipients. 

The impact of email as a new communication medium is well researched from within 
Communication Theory and Sociology Theory. The impact and changes in Management theory are not 
researched at all. The aim of this research is to focus explicitly on the internal communication within 
global enterprises, research the changes in managerial leadership behavior of mid level managers caused 
by use of email substituting other channels of communications. 

It is well accepted that speed of information distribution improves dramatically by using electronic 
media at all – as a consequence value chain processes speed up too which leads finally to an increase of 
economic value. [2] At the same time it is well accepted that since communication technologies available to 
executives are also available to their employees, information overload now threatens the productivity of 
organizations as a whole, making it imperative executives set an example of successful time management. [3] 

As this is one example for two valid but disjunctive statements the question about the cause of, and 
the need for changes in managerial leadership behavior must be raised. 

In this context the changes of managerial leadership behavior are analyzed along absolute terms in 
management theory, e.g. speed of information distribution, control over information detail, control on 
timing of information distribution, information level advantages, vulnerability of management style by 
uncontrolled information access. 

The empirical evidence therefore is to be captured via a questionnaire to a minimum of 30 
midlevel managers in global enterprises. 
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The aim of the report is to discuss the ways to improve management education in Belarus. A 
number of Belarusian universities train more than a thousand future managers. They have got qualified 
staff and developed educational programs in the area. But as it follows from deep interviews with native 
employers management education is separated from real life because graduates have good theoretical 
knowledge but poor competences in managing an economic entity [1]. The employers’ complaint has the 
grounds to exist: the 2008 curriculum of the major “Public administration” worked out by the Academy 
of Management at the President of the Republic of Belarus and considered a must for the other Belarusian 
universities training specialists in the area, doesn’t include a course of Management. 

The other demand is a need to train socially responsible employees [2] proved by the poll carried out 
among Belarusian employers in 2008 [3]. Social responsibility seems specialists’ essential quality as it 
meets the demands of socially responsible business to shorten the time and cost of professional socialization 
and avoid egocentrism of contemporary student youth resulted from the impact of globalization processes. 
Besides, the 2011 economic crisis highlighted the demand to train crisis managers. 

To improve management education in Belarus a number of steps should be undertaken. At the institutional 
level it should be working out new educational standards oriented to provide a union of theoretical knowledge and 
developed managerial competences on the grounds of native and foreign experience in the area. It takes time but 
an immediate step universities can undertake is to include the course of Corporate Social Responsibility into the 
curriculum of training specialists in economy and management as it was done by Russia and other CIS countries 
etc. [4]. It will help to foster specialists who are both professionally and morally ready to perform work and 
disseminate the CSR information to clarify the positions of business and society about the phenomenon. 
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бургский государственный университет / www.econ.spbu.ru/content/news/98/. 
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Modern governance of today is characterized by the level of citizen participation. It is an indicator 
not only of effective democracy but also characteristic of good governance. 

Why is participation such a vital part of local democracy? It lends support to decisions made by 
local authorities and to their implementation. Participation plays a role in developing better local policies 
and improving public service quality. It may be implemented only by asking people for their opinion, 
obtaining assessment, analyzing it and providing feedback. Participation is also an expression of loyalty 
as a factor of attachment to the area in which a person lives, as a mark of identity. 

Getting people to participate is not easy. Furthermore, in many cases it is difficult to identify the 
causes affecting the level of participation and the coherence, because participation is an issue both to new 
democracies and to the old member states during economical crisis and “golden age” periods. Hence the 
factors affecting participation need analysis. 

The purpose of the paper is to introduce assessment options for citizen participation in 
municipalities, drawing on a participation self-assessment tool that has been developed through 
international collaboration, the CLEAR tool, by adapting and modifying it to study the particular 
situations in local self-governments. 

Applying this methodology allows us to diagnose participation in the particular municipality. It 
reveals and describes the overall picture of participation, identifies problems in several research directions 
and enables the municipality to develop solutions to improve local democracy. Self-assessment 
methodology allows comparing cases of participation development between municipalities both within 
the country and on the international level. 

In accordance with the CLEAR methodology, participation was assessed in five main directions: 
1. What is the assessment of capacity required for citizen participation (resources, skills, knowledge); 
2. How week/strong is the citizens’ sense of belonging to the area in which they live, and what 

factors have influenced it; 
3. What is the legal and institutional framework of the municipality for the development of partici-

patory democracy and how active is the local civil society in interaction with local authorities; 
4. What participation methods are used and how often the municipality uses them to improve the 

local policies and services delivered; 
5. What is the assessment of participation opportunities from the citizens’ perspective. 
 

After applying the particular methodology for participation diagnosis, the author concludes that it 
may be applied in municipalities and its results may be analyzed. Initially, it could be used as a pilot 
project for a few municipalities, yet in the future such an audit of local democracy may take place 
regularly – at least once during the term of elected office. 
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The amount of information provided in modern market economy is extremely large and wide-
ranging and even big companies lack resources for the information processing and selection. In this 
situation a particular role belongs to the independent assessment of the risks of states, commercial banks, 
enterprises and financial instruments. The ratings provided by rating agencies serve as the main tool for 
regular assessment. The ratings of states, regions, enterprises and commercial banks indicate the object 
security, stability and solvency. Directions of rating system creation and development comprise the 
following economic attributes: manufacturing (enterprises representing mining, transport, communication 
and other industries), finance (commercial banks, insurance companies, investment funds etc.) and 
commodity markets. The best known rating agencies are Standard&Poor’s founded in 1860, Moody’s 
Investor Service founded in 1914 and Fitch IBCA that was reorganized in 2000 after the takeover of 
Thomson Financial BankWatch. Lately fierce criticism of the performance of international rating agencies 
has become frequent referring the incapability to provide a timely reaction to changes taking place in 
economy and in the world. An issue that has been particularly disputed concerns the domineering of three 
American agencies in the rating market thus concentrating the assessment of the financial risks of various 
globally located objects in their hands. No European or Asian rating agency provides services in the 
international rating market which raises doubt about the impartiality of the rating assessment and the need 
to introduce a strict supervision of the operation of the international rating agencies. 

The article deals with the history of the creation of the international rating agencies and their role 
in market economy. The author have also presented their research on the methodological aspects of rating 
creation and factors affecting it as well as the possibilities of practical application of the acquired 
assessments in the risk management process. 
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Currently we are facing a very complex economic situation in which most private and professional 
investors make their investment decisions under the influence of fear. This fear, born from the current 
economic situation as well as resulting influential promotes a downward spiral. 

In general, a degree of uncertainty always underpins an investment. In such cases where fear 
compounds omnipresent uncertainty, an irrational decision can assume large proportions, as observed in 
times of economic difficulties. To what extent is an individual really capable of making rational 
investment decisions under the influence of fear? 

With regards to an investment a current withdrawals are replaced by possible future withdrawals: 
Sacrifice for future benefit [1]. At the time of the investment the investor lacks any knowledge about the 
actual forecast of these future withdrawals. This also corresponds to the definition of uncertainty as a 
partial absence of knowledge of future events [2]. In volatile markets, as it is the current case the 
emotional state of fear is added to the uncertainty. This fear is based on a determined situation which 
conceals danger [3]: The loss of investment. 

The goal of this paper is to provide a comprehensive literature review of the latest findings in the 
area of decision making under uncertainty. Derived from these findings this paper discusses up to which 
level of fear an individual is still capable of making rational investment decisions. Furthermore as to what 
ratio this fear is financially protecting or even harming the individual is investigated. 
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The paper will describe the main trends in industrial relations and its institutions in the EU that 
currently show a mix of continuity and diversity. Tendencies towards declining union density in the EU 
countries, decentralisation of collective bargaining and greater employee participation continued, and the 
company level has become more prominent. Continuity can be seen in the high levels of employer 
organisation, bargaining coverage, and a role of governments in industrial relations [1]. The author will pay 
attention to position of collective actors in industrial relations: trade unions and employers’ associations 
respectively. For each, the main organisational features and representation of members will be emphasized. 
A key institution in the relation between unions (workers) and employers (firms) is the collective labour 
agreement [2]. The paper states that national industrial relations regimes remain diverse – mainly between 
the EU-15 and the 12 new Member States, but also within them in different country groupings. The effect of 
the current financial and economic crisis on industrial relation arrangements is not yet clear. A description of 
the trends and variations in industrial conflict will be discussed [3]. 

The conclusions of the paper will stress that trade unions and employers’ organisations were 
recognised as being major interlocutors for several governments seeking to respond to the crisis. Together 
with monetary and fiscal stimulus policies, negotiation and consultation involving the social partners have 
played a significant role in limiting negative social consequences. On the whole, industrial relations in 
Europe have been vital. In 2010, the Cross- Industry Social Dialogue Committee adopted a joint 
contribution, that stressed a number of crucial for successful economic recovery objectives: reform of the 
global financial system, restoring and improving growth dynamics to create more and better jobs, 
promoting skills and entrepreneurship, revitalising the single market and developing an integrated EU 
industrial policy among others [1]. 

The paper will suggest to follow the financial and economic situation in the EU Member countries 
in 2011-2012 to study the role of social dialogue in critical times for the Europe. 
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This experimental field study examines the influence of a variable ratio between engineers and 
technical draftspeople in NewPD teams in a Three Dimensional CAD New Product Development 
environment on economic and socio-psychological efficiency. With the implementation of the 3D CAD 
software (Three Dimensional Computer Aided Design) the world of engineers seemed to become a 
completely new and fascinating one in which the engineer is a 100% creative part in the NewPD process 
of an innovative company – with all supporting activities taken over by a marvelous software, 
automatically and completely [1, p. 11]. Technical draftspeople who did supporting activities so far 
declined rapidly and engineers have more or less lost their “right-hands”, the technical draughtspeople 
[2]. Recent analysis of the workload of engineers under 3D CAD-conditions revealed – unsurprisingly – 
that at least one third of the hours of work are related to supporting activities, to distributable work [3, 
p. 189]. According to that situation these companies more or less lost the advantages of coherent work 
distribution and as a consequence of that the opportunity to overlap creative and routine activities 
between engineers and draughters. Based on the discussion of two important properties of the 
information’s to be exchanged, sensitivity and evolution [4, p. 440], this paper will show how 
overlapping can be processed in the execution phase of NewPD between engineers and technical 
draftspeople. Coherent work distribution plus overlapping procedures should finally increase the 
economic and socio-psychological efficiency of the development department and the company as a 
whole, measured by lead time, costs, quality and various soft facts. The following causal model for socio 
economic analysis shows possible cause-effect relations between different team constellations in NewPD 
teams under 3D CAD conditions. The paper will also address the research design. 
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Procurement of goods is increasingly becoming a central theme of our daily life. With the growth 
of world population and the climate change of our time the subject is omnipresent. 

Currently food is often traded through agencies and historically marketplaces. Sometimes it seems 
that there is no regulation by the lack of market expertise and international regulative. But it is vital that 
the distribution and price control is placed under supervision. Such Claims as required by various 
organizations. 

Creation of an optimization model with the result of a decision aid for possible introduction of 
restrictions and for a recognizable impact on the food trade! 

What factors should consult organizations such as WHO, FAO, etc. in order to decide possible 
sanctions in world trade and what action or non action for an optimal distribution, etc. must be taken. 

This model should be created to explain the scarcity degree of agricultural resource and thus 
legitimize any penalties or not. 

In the top metalevel is the “Metaziel” of sufficient supply, broken down to the lowest metalevel to 
the optimization of the profits by producers and suppliers; 

These limitations are to be used to address a global issue of food allocation, while creating an 
optimization model for decisions by restrictions of large organizations. 

Optimization model as a result: Decision support for possible introduction of restrictions or 
rejections and thus detectable effect on the food trade in relation to: 

 Efficiencies; 
 Equities; 
 Profits; 
 Distributions. 
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Human development is both the goal and the means of economic development. But the term 
“sustainable economic development” is known and used in modern economic literature rather than 
“sustainable human development”. 

Only in recent years, literature on social and economic development has emphasized increasingly 
the process of human development. Moving away from the identification of development with statistics 
on economic growth, this approach stresses the necessity to place human beings at the centre of 
development. 

The Human Development Index (HDI) is used now as a reliable indicator of human development [1]. 
Without sustainability, human development is not true human development. If human 

development means enabling people to lead long, healthy and educated, then sustainable human 
development is about making sure that future generations can do the same. 

The theoretical foundation of human development is the theory of human capital. This theory 
needs rethink in accordance with current situation. Human capital is the main recourse of the global 
knowledge-based economy, and it is created by education. Thus, the concept content of education should 
answer the purposes of development. 
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Nowadays the methods of financial analysis are widely used to estimate a company’s financial 
position and operating results. Studying scientific literature of the theoretical guidelines for the financial 
analysis we can find different approaches. The aim of the research is to study methods of various 
financial ratios calculations and basing on the empirical research findings to develop the recommen-
dations for improvement the methods for it. The author of this paper is studying theoretically different 
scientist’s findings for using book value or average value of balance sheet analyzing such important ratios 
as turnover and profitability of companies. For the empirical research the data from annual statements of 
Latvian companies of different branches are used. In the research the author has applied quantitative and 
qualitative methods of economics such as the mathematical and the statistical methods, the ratio analysis, 
the graphical method, the logically – constructive methods. At the end of the research the author 
summarizes the general conclusions and findings. 
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Personal income tax (PIT) rate on labour income in Latvia is 25%. The flat income tax system was 
introduced in Latvia in 1995 and proved to be as one of cornerstones of tax policy. Flat tax system is 
favoured by its simplicity and helps to avoid penalising for being productive and earning more money. 

When comparing with European Union, where mostly progressive personal income tax systems 
are in place, Latvia’s top statutory rate (25%) is considerable lower than average in EU – 37.1% (in euro 
zone – 41.8%). But if comparing tax wedge (the difference between labour costs to the employer and the 
corresponding net take home pay of the employee) for a single worker at two thirds of average earnings 
situation is different – Latvia has higher tax wedge than EU average3. [1, p. 99-103] 

It is recognized that especially for less productive individuals, whose wage tends to be low, high 
taxes could be substantial hurdle to enter labour market. Labour costs influence also social security 
contributions (SSC), which usually have higher rates than PIT. However if there are relationship between 
amount of SSC paid and benefits received, the negative impact on labour supply could be smaller. [2, 
p. 23] Therefore primarily PIT should be investigated for “making work pay” initiatives. 

In the case of flat tax system this issue could be addressed through introducing allowances. Thus 
making tax more progressive and removing obstacles to enter labour market for low-skilled individuals. 

Other most common personal income tax reliefs are introduced for redistribution purposes – 
allowances for children, other dependents, pensioners. PIT allowances could be used also for influencing 
savings behaviour etc. 

As any tax relief also PIT reliefs have costs through adverse impact on the government revenue. 
The aim of the paper is to analyse existing tax reliefs in the law on personal income tax in Latvia, 

comparing their fiscal costs to social and employment gains. Thus evaluating their efficiency and 
proposing further ways to reform. 
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Purpose: Due to commercialization, privatization and liberalization, the traditional role of 
German airport organizations as merely providers of infrastructure is giving way to a more market-
oriented understanding. Airport service quality and the ability to constantly innovate are important 
variables that contribute to overall airport attractiveness. Despite that airports are becoming increasingly 
aware of the need for customer-orientation, the majority of airports still suffer from a lack of genuine 
customer (passenger) insights. While internal measures of airport performance (flight delays, check-in 
queuing times etc.) and frequently conducted customer surveys are suitable for benchmarking purposes, 
they do not reveal the true customer perspective, as they are likely to measure the obvious and easy to 
operationalize issues that account for customer dissatisfaction. The growing adoption of social software 
platforms is now enabling airport organizations to enter into a dialogue with their customers, gain a 
deeper understanding of customer needs and engage customers in quality assurance and innovation 
processes while leveraging social capital. The research paper examines, if airports are able to increase 
their operational efficiency when entering into a collaborative communication with their customers on 
Facebook, the globally most adopted online social network. 

Design/methodology/approach: Based on a social capital / network approach to organizational 
work, the paper discusses the convergence of social and technological networks and the underlying 
motives of customers and organizations for joining social software platforms. 

Findings: The paper proposes a theoretical model to describe how a mutually beneficial 
relationship between organizations and customers on Facebook can help airports to reach economic goals 
(improve operational efficiency). As a next step, the theoretical model will be operationalized and 
empirically tested in 2012 using qualitative and quantitative research. 

Originality/value: Social capital research is still mainly scoped within organizational boundaries. 
The paper broadens the research focus to the focal actors organization and customer. From a 
practitioners’ point of view, airport managers might find it useful to learn what organizational challenges 
arise when engaging with customers on social software platforms. 
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This research “Natural gas price formation and it prediction in Latvia using fundamental and 
technical analysis” focused on natural gas market situation in Latvia. Natural gas market in Latvia is not 
liberalized, there is only one company, what have exclusive rights for natural gas transition, distribution, 
sale and storage. This company name is joint stock company “Latvijas Gaze”. Shareholders of it company 
are JSC “Gazprom”, “E.ON Energie AG”, “Ruhrgas Energie Beteiligungs − AG “LTD. “ITERA Latvija”. 
JSC “Latvijas Gaze” tariff buildup is confidential information and not available for public. 

Main problem in current situation is that it is difficult to predict natural gas price in future for 
natural gas consumers. This problem affects also on electricity generating companies from renewable 
energy sources, because electricity feed-in tariff for most of them depends on natural gas price in Latvia 
for business sector. Natural gas price prediction can help to electricity generating companies from 
renewable sources to establish risk management strategy and define situation in external market, when 
company can meet financial difficulties. Natural gas prediction can also help to companies to plan cash 
flows and predict the profit for renewable electricity generation investments projects implementations. 

This research is based on available public information, technical analysis and different product 
correlation on commodity markets to find out, what is consist of natural gas tariff in Latvia, factors 
affecting on natural gas price in Latvia and it prediction using technical and fundamental analysis. 
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Under the influence of the global financial crisis in many European countries defence financing 
has been decreased and military budgets have become smaller. Therefore nowadays it is almost 
impossible to use a military budget as a tool for the stimulation of development of defence industrial base 
and R&D sector. The alternative way is to use the cooperation between defence and civil sector, which 
can be expressed in different forms. 

In this paper author will analyze two interrelated and rarely used concepts of the cooperation 
between defence and civil sector: special industrial zones and defence industrial clusters. Using the tax 
relief for manufacturers of military goods (domestic and foreign enterprises, as well as multinational 
corporations), and developing infrastructure of its regions, a small state may develop the combination of 
special economic zones and defence industrial clusters, which can support the national economy in the 
framework of development of regional Defence Technological and Industrial Base. 

The aim of the paper is to define the main principles of functioning of the combination of special 
economic zones and defence industrial clusters in the framework of defence economy. To achieve the aim 
of the paper, firstly, author, by the analysis of theoretical sources and some experience, will identify the 
main principles of the functioning of special economic zones and industrial clusters in the civil sector. 
Secondly on the basis of the principles mentioned above author, using the case of a small European state, 
will define the main principles of functioning of the combination of special economic zones and defence 
industrial clusters. 

 



 

 

New Challenges of Economic 
and Business Development – 2012 

 May 10 - 12, 2012, Riga, University of Latvia 
 

Maria Tissen, Ruta Šneidere 131 

 

THE DEVELOPMENT AND FORMATION OF FINANCIAL 
SCIENCE IN A WORLD CONTEXT 

 
Maria Tissen 

Chair of Accountancy 
Faculty of Economics and Management 

University of Latvia 
Aspazijas bulv. 5, Riga, LV-1050, Latvia 

Phone: +371 29452777 
E-mail: maria@katiss.lv 

 
Ruta Šneidere 

Faculty of Economics and Management 
University of Latvia 

Department of Accounting and Auditing 
Aspazijas bulv. 5, Riga, LV-1050, Latvia 

E-mail: ruta.sneidere@lu.lv 
 
 

Keywords: financial analysis, history, economics, development 
 

The worldwide famous financier V. Khodsky observed that ignorance of history will always work 
against future. Ignorance of history and sciences will inhibit ones ability to move forward and improve. 

The aim of the paper is to discuss the origin and development of financial analysis science and to 
contribute to existing literature on this subject by providing a review schools of thought regarding 
financial analysis since the middle ages. The author develops a concise review of classical and 
neoclassical theories of financial analysis, as well as detailed review on the Italian school, as a founder of 
systematization of finance knowledge. The author dedicates the latter part of this paper to a discussion of 
the contribution made by Latvian experts in the field of financial analysis. 

Aside from the in depth literature review employed in this paper, the author uses theological and 
conventional methods of economic analysis. Research in the field of financial analysis is significant in 
light of the current state of the world economy, particularly in Latvia and the Baltic States. 
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The goal of CRM is to develop, keep and retain profitable customers. Many studies describe the 
effects. Reichheld and Sasser calculated with a profit boost by up to 100% by retaining just 5% more 
customers; [1] loyal customers intend to be less price-sensitive and would accept a 5% price increase in 
order not to endanger a relationship [2]; the retention of loyal customer’s costs only 15 to 20% compared to 
the acquisition of new customers. [3] Summarized loyalty provides companies more security, more growth 
and a better profitability. [4] For the hotel business especially the soaring distribution costs forces a 
professional CRM strategy. Online Travel Agents like Expedia charges between 10 and 30% commission. 
[5] Since loyal customers intend to book directly an active CRM strategy is required for a booking channel 
and profitability optimization in the hotel business. There is no doubt Customer Relationships are one of the 
most important success factors in the hospitality industry [6] and communication is an integral part of it. 
Compared to other industries hotels have one important advantage, they know who their customers are. 
Through the booking process hotels have access to the contact information of their clients; name, address 
and email are commonly stored in the hotel data bases. The usage of this data for direct marketing and CRM 
is a key asset [7] and almost each hotel is actively using this potential. 

But how important is communication within CRM exactly especially for an emotional product like 
a hotel, characterized by a low buying frequency? Which marketing channel is how effective and where is 
the contact corridor, respectively what is the best frequency to generate measurable results? Summarized 
what is right marketing mix for a successful CRM strategy for hotels? This paper should provide a 
fundamental help for marketers in order to implement an efficient customer relationship management. 
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The solid interest in the field of employee satisfaction research can be explained by the postulated 
link between employee satisfaction and productivity factors such as, reduction of absenteeism, increase 
productivity and other factors which is needed for longstanding success of a company [1]. The aim of the 
research in this field must be the operationalization of employee satisfaction and the identification of the 
actual state of employee satisfaction within the company [2] while relying on the latest theories. 

The following paper will present how the current theoretical approaches in employee satisfaction, 
job satisfaction and motivational theory could be implemented into the research field and into the final 
form of the employee satisfaction survey. This survey will be carried out to identify possible relationship 
between employee satisfaction and the performance of the Hungarian SME sector. 
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In the last forty-five years, the airline industry has undergone an expansion unrivalled by no 
other form of public transport, however, these high growth rates have produced only marginal 
profitability. External factors such as high prices for jet fuel, intense competition and elevated costs for 
security, given the threat of terrorist attacks, have caused airlines to restructure their organisations, use 
synergies within alliances and cut costs. Trends in customer needs and behaviours, demographic 
developments and the general competitive market environment force airlines to constantly revise their 
strategic directions and critically review their existing business setup. This is not only a challenge for 
(long) established carriers with organizational capabilities to navigate change and innovation, 
moreover, it is a key success factor for the future profitability of small- and medium sized market 
players. A crucial element of every airline’s business model is distribution, which traditionally 
involves multiple channels ranging from GDS (Global Distribution Systems) to direct and indirect 
internet distribution. Airlines, possessing a relatively high growth rate will therefore have to especially 
reflect on their key competencies within their distribution framework, strategic aims and will have to 
critically answer the question of how they want to or do differentiate themselves from competing 
market players. For those growing businesses, it is therefore essential to know how growth impacts 
distribution and how small- and medium sized airlines can overcome pitfalls when innovating and 
preparing for their successful future. Furthermore, it is vital to reflect on whether industry-wide 
standardized distribution systems really constitute ultimate solutions for every airline, or not. These, 
and further questions will be addressed by a critical literature review and qualitative empirical research 
within this dissertation. Results will provide answers on how to navigate distribution innovation in 
small- and medium sized airline businesses, what potential marketing and distribution innovations 
might be feasible for that particular industry, and how these could be managed. 
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The model recently validated by Ulmanis [1], suggests that decisions by managers/businesses to 
adopt or intensify the use of ICT are made as the result of a balance of factors. These factors are divided 
into two large components: objective and managerial. When these factors are considered they lead 
managers to make positive (or negative) decisions to adopt or intensify the use of ICT. During the 
international financial crisis (2008- 2012) both sets of factors would seem to predict that at best firms 
would stay static in their use and adoption of new ICT tools. To test this we surveyed 97 MBA students. 
Of the 97, 35 work for companies with more than 250 employees. Given that average firm size in LV is 
10 employees [2], this suggests that the results are particularly applicable to the biggest firms in Latvia. 
The survey was in the form of a five point Likert scale. There were 4 categorical questions and a total of 
41 items contained across the 4 questions. The 4 questions and contained 41 items were combined in a 
construct called ICT Practice Change. The items were coded for no change, some change, or significant 
change and compared in firms reporting high ICT use, medium use or low use. Using SPSS, an Item 
Response Theory model [3] was created by which to test the responses. Overall, there were no significant 
changes in use of ICT reported by Latvian firms. Intergroup (comparing high with medium or low for 
example) did show that high use groups reported significantly more changes than did low intensity use 
groups, but still the intensity of use did not change from 2008-2011. Generally, it can be stated that ICT 
use has changed very little in the time period 2008-2011.For all the variables the conclusion is that their 
importance was somewhat increased. This suggests that the prediction based on the model is accurate. 
This lends further support to the validity of the model. 
 

References 
 

1. Ulmanis, J, Deniņš, A. A Management Model of ICT Adoption in Latvia, Proceedings of the 
International Conference on Leadership, Technology and Innovation Management Beykent, 
November 2011), in press. 

2. Directorate General for Enterprise and Industry European SMEs under Pressure Annual Report on EU 
Small and Medium Sized Enterprises 2009, p. 2 (accessed 15 January 2012. http://ec.europa.eu/ 
enterprise/policies/sme/facts-figures-analysis/performance-review/pdf/dgentr_annual_report2010_100511. 

3. R. K. Hambleton, H. Swaminathan, and H. J. Rogers, Fundamentals of Item Response Theory, Sage, 
1991, 223 p. 

 



 

 

New Challenges of Economic 
and Business Development – 2012 

 May 10 - 12, 2012, Riga, University of Latvia 
 

136 Irena Vaivode 

 

INNOVATION AND PRODUCTIVITY 
 

Irena Vaivode 
University of Latvia 

Aspazijas bulv. 5, Riga, LV-1050, Latvia 
E-mail: vaivodeirena@gmail.com 

 
 

Keywords: innovation, competitiveness, productivity, small and medium sized firms 
 

Much attention in innovation support programs of the Republic of Latvia is paid not only to 
enhance public, in particular – young people, awareness on innovation roles to the economy, but also to 
encourage people to start a business. Most of the innovation support programs have focused on private 
sector investment, which helps to ensure the recommendation of the European Commission for Latvia in 
respect of the need to increase public and especially private sector investments in R&D and innovation 
activities. 

The chances of a small firms to survive and to be successful are becoming ever more dependent on 
innovation. Not only product innovation is important to maintain a sufficient market share, but also 
process innovation to produce below price level, and social innovation to maintain a flexible and durable 
organisation. The role of innovation in small and medium sized firms relates to the firm’s success.  

A number of hypotheses developed from the scientists of Tilburg university of the Netherlands. 
Hypotheses are empirically checked with data from a survey among 200 entrepreneurs in six countries 
show the relationship between success, innovation and creativity, some possible backgrounds of creativity 
and innovation are presented. The role of innovation in small and medium sized firms, in relation to the 
firm’s success is described. 

The next step is to analyze the model of technological competitiveness developed by scientists of 
University of Urbino, Italy.  A strategy of technological competitiveness is a key mechanism supporting 
productivity growth, the key determinants are assumed to include the importance of new product 
development, market-oriented quality improvements and consumption growth. Model proposes to 
investigate the effects on productivity of innovation and demand, distinguishing between the mechanisms 
that are specific to different technological strategies of different companies. 

Are described mechanisms acceptable in Latvian situation? I would like to answer to this question. 
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Travel and tourism industry during recent years is undergoing dynamic structural changes. 
According to European Travel Commission’s New Media Trend Watch [1] gross online travel bookings 
across Europe in 2011 will account for 35% of the total travel market volume that shows a continuous 
growth compared to 21% in 2006 and 33% in 2010. Traditional distribution chain with travel agencies as 
intermediaries between customer and service provider is losing its significance. In this situation national 
tourism statistics faces a challenge how to collect comprehensive data on key travel and tourism figures 
that is substantially based on data provided by travel agencies, especially concerning outgoing market 
segment. Above that in 2010 conceptual amendments were made in Latvia's travel and tourism regulatory 
framework, including change of legal status of market participants not synchronized with requirements 
and practices of tourism statistics. Author of this paper has analyzed current problems in obtaining 
reliable data on travel and tourism in Latvia, comparing it with situation in other EU countries, mainly 
Estonia and Lithuania, as well as outlining the initiatives recommended by EU authorities. During this 
research the author founded some inconsistencies in the compilation of data [2] and has drawn out 
recommendations both in methodology, as well as in legislation. 
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Purpose. The purpose of the paper is to investigate how Supply Chain Management (SCM) is 
integrated with strategic management of companies and how this degree of integration impacts the 
competitiveness of companies. SCM is a capability that connects operational levels, where innovation actually 
occurs, with strategic levels and synchronizes the strategic and operational factors when managing resources 
strategically. Therefore, SCM is concerned with managing all activities involved in integrating supply and 
demand management within and across companies composing the supply chain. The new competitive 
landscape is described as “hypercompetitive” because it is characterized by “escalating competition and 
strategic maneuvering” due to rapid technological developments and increasing globalization. 

Design/methodology/approach. For the purpose of this work, I will adopt the definition of 
dynamic capabilities as the “ability to integrate, build and reconfigure internal and external competences 
to address rapidly changing environments”. Strategic supply chain management means that supply chain 
management is not merely a function that supports business strategy but a key part of strategy and 
strategy implementation. The strategic integration of SCM on firm base will be evaluated by literature 
study. In parallel a questionnaire will be developed to empirically understand how SCM (SCM-strategy is 
developed, is part of business strategy, drives business strategy) is part of business strategy and how this 
is communicated and what is the business impact compared to peers. 

Findings. Many executives are still hesitant to surrender the control of their operations to a total 
SCM function that tries to optimize the entire demand network rather than an individual firm’s operations. 
Strategic management research has been concerned with the question of, „why certain firms attain and 
sustain competitive advantage during both stable and unstable market conditions“ propose that firms’ 
dynamic capabilities, which they define as “the abilities to reconfigure a firm’s resources and routines in the 
manner envisioned and deemed appropriate by its principal decision-maker(s)” lead to differences in firms’ 
abilities to identify and exploit future growth opportunities which could lead to attaining and sustaining 
competitive advantage. Trust between partners develops more effectively when incentives and purposes of 
the partners are aligned and a shared identity is created. Surely, incorporating perspectives from strategy 
research into SCM can guide SCM and elevate it to a more strategic level, while at the same time, strategy 
can benefit from SCM in implementing and enabling organizational strategies. 

Practical implications. In fact, supply chain management has become an important and effective 
means for lowering costs, improving customer service, meeting customer demand, and obtaining 
competitive advantage. 

Originality/value. Indeed, the organizational and strategic routines that make up dynamic 
capabilities seek to create difficult-to-imitate combinations of resources in an effort to gain and sustain 
competitive advantage in stable and changing markets. The integration, collaboration, coordination, and 
synchronization of the supply chain is critical for creating an agile and responsive supply chain. Although 
this holistic view promoted by supply chain integration holds much potential for securing competitive 
advantage, and as intuitive as it may sound, integration across a complex supply chain and network in a 
timely manner does not naturally occur and is difficult to achieve. 
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Recent year statistics shows that number of Latvian internet stores has stabilized, but their 
turnover has grown rapidly [1]. However, there is a lack of researches and evidences from Latvian online 
market. 

The aim of this paper is to analyze price dynamics for certain groups of goods in Latvian internet 
web stores. 

Also it is notable that empirical literature on dynamic pricing usually has a number of limitations 
(for example, focuses on specific product groups like books or specific online stores like Amazon) that 
authors believe are not so suitable for Latvian case) This makes internet pricing evidences from Latvia an 
interesting and important area for research. 

There exist geographical and time limits when gathering price related information from 
competitors in traditional stores. However, unique characteristics and transparency of internet eliminates 
those limits. 

In this paper authors use publically available data on the sale ranks for goods from different 
Latvian internet stores. Data are collected programmatically on daily basis. Price dynamic and significant 
price differences are compared and analyzed among different internet stores. Using collected data authors 
also evaluate price dispersion, estimate the elasticity of demand, create a consumer price index for goods 
available online and compare this online price index with CPI. 

Firstly, results will show overall situation related to dynamic prices in Latvian internet stores. This 
should provide opportunities to compare and apply existing foreign studies for dynamic pricing. 
Secondly, the given results together with future research should help web stores to manage dynamic 
pricing mechanisms in internet. 
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There are 5 planning regions (which will appoint regional development centers), 9 cities with 
status of national importance, and 119 municipal units altogether in Latvia. Lately the regional planning 
includes the idea of polycentric development with focus on regional development centers. The regional 
development strategies have been elaborated and development strategies for local governments are either 
elaborated as well or in process of elaboration. 

Socio-economic indicators show that rural territories differ from urban ones (suburban areas and 
area around capital Riga) in terms of economic development level. In case of Latvia rural economic 
conditions are very diverse comparing to urban or suburban territories. Latest internal population 
migration trends are oriented from rural territories towards urban or suburban ones. There is a trend that 
capable workforce diminishes in rural areas. The territory of rural municipalities’ is cover more than half 
from State’s territory, but in terms of total employment they form only 19%. 

Sustainable Development Strategy of Latvia until 2030 suggests the Latvia’s main capital is 
people. The diminishing workforce and lower development level in rural territories brings forward issues 
concerning the policy goals for the development of rural communities. 

Purpose. The aim of this article is to provide conceptual framework for evaluating and diagnosing 
a potential of economic local economic development. 

Design/methodology/approach. Author presents thematic state-of-the-art literature review both 
on economic development and economic development from local perspective. Author used peer reviewed 
scientific articles published by SAGE, EMERALD, and Cambridge Journals Online. The latter scientific 
discussions on local development challenges are highlighted. By methodological approach focus is kept 
on methods used by other researchers for evaluating and diagnosing a potential of local economic 
development. 

Findings. Research identifies economic and non-economic factors defining the outcomes of local 
economic development perspectives and identifies questions for further research and discussion. 
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Public sector pay has always been an object of active public discussion. It is also among the issues 
that have been put on a harsh perspective during financial crisis. Financial crisis in public sector in Latvia 
as well as in some other transition countries was most obviously manifested as a large scale downsizing 
and cost cutting, lowering the public sector pay levels in the first place. Financial downturn also has 
revoked the discussion suitability of performance related pay for public sector. Attempts to introduce 
performance related pay in the civil service took place in the 1980s and 1990s, but the tendency was still 
active also in the first decade of 21st century. Back in 1980s and 1990s, public administrations began to 
react in coping with what was called “the fiscal crisis of the State”, a way of naming the consequences of 
the economic crisis originated in mid 1970s. This led many to advocating for a more businesslike 
approach in public administration operations. [1] Based on the case of Latvia, the author discusses 
advantages and disadvantages of tying results of performance evaluation to pay. Another purpose of the 
paper is to present results of the study on responses to crisis of ten transition countries with a particular 
emphasis on impact to pay system. [2] 

The research data were gathered using the method of semi-structured individual interviews, focus 
group discussions and electronic online survey. The basic elements of existing performance management 
system of public administration of Latvia were studied (e.g., goal setting, performance evaluation, 
connection with other human resource management process like development and reward) to find out the 
main deficiencies of existing practice and to formulate suggestions for improvement. The research 
results reveal that there are two kinds of drawbacks within the existing system, e.g. contextual drawbacks 
(e.g., performance criteria an rating scale) and implementation drawbacks (proficiency of managers, 
rating inflation, connection between evaluation and the pay system) that lead to misuse of the system and 
adverse effects on motivation of employees. 
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A recent body of literature has argued that the institutions are the fundamental cause of differences 
in economic development. It has been argued that such factors as innovation, economies of scale, 
education, capital accumulation are not the causes of growth, but the growth itself, and that the political 
and economic institutions are the fundamental cause of differences in economic development [1]. 

Institutions are the rules of the game in society, which shape the interaction in society and provide 
incentives for regularities of behaviour. They are made up not only from formal, state-order rules, but also 
informal, private-order beliefs, norms and conventions. Moreover, formal and informal institutions are 
complemented by their enforcement mechanisms. Social, political and cultural processes, as well as 
historical events play an important role in economic development [1-2]. 

The goal of this article is to survey significant literature and make conclusions on social (informal) 
dimension of institutions and their role in economic performance. Culture and religion is a key 
determinant of values, preferences and beliefs, which shapes economic performance. The most famous 
example is Weber’s theory about the role of Protestantism and especially Calvinism in the origins of 
industrialisation [3]. Civil capital is a broader notion than social capital (cooperation in community) and 
is influenced by culture, ethnic homogeneity, factor endowments and the physical environment, and last 
but not least – the human capital [4]. Values change rather slowly; in large corporations or government 
the change of values takes about 10-15 years, whereas in the society – at least a generation [5]. 
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For the purpose of detecting faults in print advertisements, the author has developed a 
methodology for print advertisement assessment. This will help perform analysis of print advertisements 
in order to detect more precisely the mistakes present in the message and thus allow marketing specialists 
to improve communication with the target audience and increase the return from advertisement. The 
author has established five criteria that influence the efficiency of an advertisement and are most 
important components of practically every print advertisement. These are headline, main text, design, 
slogan and logo. To assess print advertisements, the author proposes creation of an expert group. Each 
expert must be highly qualified in his field; therefore, this paper also includes methodology for evaluation 
and selection of experts. The selected experts assess print advertisements according to the established 
criteria. After the assessment, the advertisement quality is calculated and areas (criteria) of errors are 
detected. The author has proved by a particular example the practical importance of the methodology 
developed in this paper. 
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In the 1990s, enterprise resource planning (ERP) systems became the state of the art tool to replace 
self-made legacy systems. With the trigger “Year 2000” and “Euro currency” a lot of the systems reached 
the final stage of further maintenance and had to be replaced. While the market of ERP implementations 
at big global companies reached almost saturation, the small-and medium size companies are at the 
beginning. The decision for an IT-ERP package and its implementation is an extensive, lengthy and 
costly process which often runs into problems or cost overruns [1]. 

The decision for one specific package defines not just the IT framework with hard- and software, 
the selected system is the backbone for all business processes from “purchase to pay” to “order to cash” 
and all management processes, reports and forms on top. For small- and medium-size companies it must 
provide an extreme flexibility along with high professional business processes at affordable costs. These 
requirements summarize the high risks a company is taking while deciding for an EPR system. So the 
efficiency and satisfaction with the decision is highly dependent on the quality of the execution of the 
selection process [2]. 

Expert Interviews and Case Studies have been executed to support the literature review. The 
interviews with industry experts provide a clear overview of the current practice and support the 
hypothesis that ‘a clear and structured process and the awareness at senior management level from the 
very beginning’ would lead to successful long-term decisions. The focus of the case studies should be 
directed to better understand the dynamics and complexities involved in each case. The experience from 
large entities could be leveraged for SME’s considering their specifics. In summary a clear execution 
method and a structured set of critical success factors are the main scientific results for this study. 
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After defining important key terms, this paper shows different types of leadership behaviour by 
analysing them as action and non-action. While action is defined by conscious, disciplined, long-term 
goal-oriented behaviour, non-action is characterized by lack of focusing, lack of energy and the disability 
to cope. Non-action and passiveness are distinguished and different reasons for non-action are shown. 
Some leaders are non-active due to a lack of focus and tend to lack prioritizing (thematic straying), be 
driven only by the immediate situational needs only (reactiveness), lack planning and reflection 
(activism), be unable to develop new plans of action (use of behavioural templates) and lack the ability to 
translate intentions into actions (state orientation). Other leaders lack the energy to act, caused by the 
denial of the need for action (defensive avoidance), an inwardly, uninvolved attitude (distanced activity) 
or the subjective lack of influence (learned helplessness). After these different types of leadership 
behaviour and its roots are described, a short excursion shows the most important facts and differences 
between intrinsic and extrinsic motivation. As a result, the different types of leadership behaviour are 
analysed in regards to their impact on subordinate motivation or demotivation. It is shown, that leadership 
action tends to be more motivating for employees then non-action, while still bearing some threats. 
Leadership action can motivate employees by serving as an example, giving orientation and meaning to 
their tasks. On the other hand, if a leader seems to be too perfect in its behaviour, employees tend to feel 
inferior and lose their motivation. Leadership non-action does not have any potential to motivate 
subordinates, even though the different characteristics do have different levels of negative impact on 
subordinate motivation. As a conclusion, hands-on suggestions are given how leaders should behave in 
their day-to-day worklife in order to motivate their subordinates. 
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When we regard the history of financial markets, many distortions can be detected. Capital-market 
participants had to cope with tremendous situations which often seemed unaccountably. Impressing 
examples for market turbulences in history are the Netherlands tulip mania in the 17th century, Black 
Friday on October 19th, 1987, or not least worldwide financial crisis, beginning in autumn 2008 with all 
its impacts up to the present day to the national economies and social life of people in general. Thus, 
whenever a portfolio of financial assets is to be managed, there is the question what is the best way to 
process. In a sophisticated view, it is the question how to reach a preferably high risk-adjusted rate of 
return. Few topics in finance have generated more engaging discussions between academics and 
investment professionals than the debate over active versus passive portfolio management. In this regard, 
active management does mean that an investor has an opinion of the current market situation and tries to 
act according to it, while passive management means that an investor tracks an index as it actually 
performs. 

The objective of research is to evaluate the utility of the latest releases of passive investment 
portfolio management tools like Investment Certificates and especially Exchange Traded Funds (ETF’s) 
or Exchange Traded Notes for retail investors. Research is done by a comparison of the track-record of 
certain ETF’s versus active managed mutual funds that try to cover the same investment universe. 
Diverse success-measurement figures are derived like Sharpe-ratio, upside-and downside capture, 
volatility etc. that allow evaluating success in diverse dimensions. 

The main results are that a) with a sophisticated election of diverse new passive products it is 
possible to achieve higher returns after costs and often even before costs, and b) it is even more expedient 
to use the new passive tools when measuring the benefit by a risk-adjusted return-figure. 
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Introduction/Motivation: The main issue of our times is finding concepts to handle a complex 
multitude of problems triggered by a constant change in economy and society which has rapidly raised 
competitive pressure. Especially in the field of supply chain management and logistics there are several 
opportunities to increase the overall efficiency of a modern manufacturing enterprise. This paper develops a 
theoretical framework to enhance the supply chain performance based on a comprehensive literature study 
by reflecting significant organizational theories on their applicability in supply chain management. These 
adapted principles could be used to ensure a continuous adjustment to the dynamic environment which 
significantly contributes to a long-term protection of the company’s position. 

Problem scenario: In fact regular concepts of logistics management (optimization of interfaces, 
parallelization, synchronization, stabilization of processes, etc.) are already starting to reach their 
boundaries which leads to the cognizance that scientists have to find new methods to optimize internal 
and external processes. In the near future the increasing global competition will force organizations to 
compete supply chain vs. supply chain instead of company vs. company. Knowledge as a production 
factor continues to be the basic for a continuous improvement of processes and for organizational 
learning, also making it the basis for the creation and safeguarding of sustainable competitive advantages. 
In today’s global environment, companies can only be competitive if they manage their knowledge in 
supply chains as diligently as their use of materials, machines and equipment. 

Methodology/Approach/Findings: This paper creates a conceptual framework which combines 
principles of supply chain management and knowledge management based on organizational theories. 
The main target is to find possibilities for the efficient use of the resource knowledge by setting up 
knowledge networks and correctly combining internal and external knowledge. Furthermore it needs to be 
ensured that the required knowledge is available flexibly for optimizing inventory and enhancing delivery 
performance. The developed framework will be used as source for an empirical analysis in further 
research. The findings could be used to higher the supply chain performance by understanding the impact 
of knowledge management on supply chain processes. 
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