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BRAND IMAGE INFLUENCE ON CUSTOMER
SATISFACTION ON INTERNATIONAL SCALE

Karina Adonjeva
University of Latvia
Aspazijas bulv. 5, Riga, LV-1050, Latvia
Phone: 0037129113018
E-mail: karina.adonjeva@gmail.com

Baiba Savrina
University of Latvia
Aspazijas bulv. 5, Riga, LV-1050, Latvia
E-mail: baiba.savrina@lu.lv

Keywords: brand image, overall satisfaction, loyalty, cosmetic products.

Since the world is a global marketing now it’s getting more difficult for the companies to
compete. 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 satisfaction with the brand.

One of the most important factors that contribute to the formation of customer loyalty
is customer satisfaction. Consumer satisfaction has been widely accepted as an important
issue for many marketing managers. It is commonly used as a benchmark of a company’s
success.

The primary purpose of this study is to examine the effect of brand image on overall
customer satisfaction in the context of cosmetic products. In this study, brand image is
conceptualized as a multidimensional construct which consists of eight dimensions of image and
four dimensions of image benefits).

Karina Adonjeva, Baiba Savrina 9
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TOWARDS AN UNDERSTANDING OF THE RELATIONSHIP
BETWEEN PROJECT MANAGEMENT MATURITY
AND PROJECT SUCCESS

Jan Christoph Albrecht

Researcher at the Chair of Project Management
University of Kassel, Germany
Phone: +49 561/804-4684
E-mail: albrecht@uni-kassel.de

Konrad Spang
Professor at the Chair of Project Management
University of Kassel, Germany
Phone: +49 561/804-4684
E-mail: albrecht@uni-kassel.de

Keywords: project management maturity models, project success, theoretical framework.

Maturity models emerged in project management in the late 1990’s. While the idea of
assigning a certain degree of maturity to an organisation’s management structures originally
stems from quality/process management, project management maturity models also have a
proximity to knowledge management, benchmarking approaches, standards and best practices.
In general, they are to be classified into the field of organisational learning and improvement
[1]. Empirical research regarding project management maturity models firstly focused on
comparisons of average degrees of maturity of different industries. On the other side, the
research on the consequences that a certain level of maturity has for an organisation is still to be
considered at a stage of infancy. Several authors particularly point at the necessity to investigate
the relationship between project management maturity and project success [e.g. 2]. This paper
introduces a research project that aims at contributing to close this research gap. After providing
an overview of the relevant literature, the main characteristics of this research project are
outlined. Subsequently, the research project’s theoretical framework and its underlying basic
principles are presented and discussed.

References

1. Mark Mullaly. Longitudinal analysis of project management maturity, Project Management Journal,
Vol. 36, No 3, pp. 62-73.

2. Claude Besner, Brian Hobbs. Discriminating contexts and project management best practices on
innovative and noninnovative projects, Project Management Journal, Vol.39, No 1, 2008,
pp. 123-134.
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LATVIAN PENSION SYSTEM PROBLEMS
IN ECONOMIC DIFFICULTIES

Dr.oec. asoc.prof. Vilnis Adamsons
University of Latvia
Aspazijas bulv. 5, Riga, LV-1050, Latvia
E-mail: vilnis.adamsons@lu.lv

Keywords: social budget, the national core budget, deficits, financial crisis, pensions, fiscal indicators.

Latvian social system is on the verge of serious financial problems. The article analyzes
the causes of this crisis and the beginnings, in the context of looking at 1st budget level of social
systems in relation to national budget, as well as the state budget of the negative impact on the
social security budget for the financial future. Governments also discussed the measures taken
by the social system of financial regulation and the 1st-level and 2nd-level and their impact on
society's social environment. Made in the conclusions and recommendations developed
separately to improve the situation a crisis.

Vilnis Adamsons 11
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TRANSFORMING INTELLECTUAL ORGANIZATIONS
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Phone +371 29478271
E-mail: sandis.babris@apollo.lv

Keywords: intellectual organizations, learning organizations, knowledge workers, productivity.

It’s already decade since one of the most influential management thinkers P. Drucker
stressed the need to increase knowledge workers productivity and raised it as top priority for the
21st century management scientists and practitioners. Following the trend the Author of the
paper developed and tested several concepts and in 2007 summarized them in dissertation. One
of the major conclusions was that if organizations want to increase knowledge workers
productivity the knowledge workers job content, responsibilities, reward system etc. should be
redesigned to become as close to the sole entrepreneur as possible thus motivating knowledge
workers themselves to find and implement initiatives improving their own productivity. Many
of the factors were taken into account that need to be changed to make it happen — the role of
the leader of intellectual organization, the organizational culture, etc.

Since 2007 the Author has conducted several transformations in the banking industry to
boost the productivity of knowledge workers in three Baltic countries, as well as faced similar
challenges in even more intellectual organization — University of Latvia. From the practical
experience the Author concludes there are several cornerstones to turn intellectual organizations
into truly learning organizations: transparency and openness, leadership and culture, and
teamwork. These conclusions in some extent contradict the previous hypothesis that each
knowledge worker can think of his/her own productivity. On one hand it is true — usually before
starting any transformation of any kind of unit employees can advise a long list of activities that
could improve their productivity. The problem is that usually it is not possible to change the
way one person works by not changing the job content or process performed by others. Another
problem — one person in isolation can’t find the best practice or ready-made solutions created by
others. This leads us to the need to implement more team-work than knowledge workers are
used to, and adjust the leadership style and culture of organization to facilitate collective
problem solving and knowledge sharing, two most valuable assets individualistic knowledge
workers are not ready to accept from the first sight.

Another issue in this area is the difficulty to define how productivity in knowledge
intensive jobs can be measured. As a result Author defines the major root-cuase of low
productivity of knowledge workers — it is time spent on finding solutions or resolving problems
someone else has already solved. If so the major point to improve the productivity of knowledge
workers is to ensure transparency, openness, accessibility to knowledge and knowledge sharing
within organization and other organizations.
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The given research work exploits Household Budget Survey data and price indices of
Central Statistical Bureau of Latvia made on 12 commodity groups according to COICOP
(Classification of Individual Consumption According to Purpose) for the period 1997-2008.
There is estimated Almost Ideal Demand System for 5 integrated commodity groups: “Food and
non-alcoholic beverages”, “Clothing and footwear”, “Transport”, “Recreation and culture”, and
“Consolidated commodity group”. For the given commodity groups expenditure elasticities of
demand and price elasticities of demand are calculated. The calculated expenditure elasticities
of demand allow all commodities classify as normal commodities. Elasticities calculated by the
help of Almost Ideal Demand System show that by increase of welfare the expenditure elasticity
of demand decreases for all commodity groups. Hereto, the expenditure elasticity of demand for
food is less than 1 in all quintiles, however, the expenditure elasticity of demand for the other
groups is more than 1. The expenditure elasticities of demand for the given commodity groups
are compared to analogue indices of other countries also calculated by the help of Almost Ideal
Demand System.
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The Latvian market of marketing communications, especially advertisement, is saturated,
cluttered with different types and contents of reports. It seems traditional approaches have
exhausted themselves and traditional instruments are becoming less effective. That is why new
forms of communication are appearing. Recently such new trends as convergence — fusion of
media, transgression of social norms, successful mix of 3 factors — place, time, conditions, etc
have appeared. As a result there are a lot of new concepts — Guerilla Marketing, Alternative
Marketing, Hooligans methods, Radical Marketing etc.

Hypothesis: A key condition for the existence of non-traditional marketing is the use of
traditional marketing communications in the snapshot point of time for communication, which
involves the highest degree of creativity.

Communications timing of the implementation. Object or activity was non-traditional
for a few years ago now are accepted as traditional and usual.

Creativity is one of the components of marketing and communications building, which
is being implemented at different levels or stages. Object or activity known as non-
traditional marketing at this moment is often characterized by a higher degree of
creativity.

The aim of the research: to explore solutions of non-traditional marketing substantiation.
The tasks of the research:

1.

14

To analyze basic research and literary in the term of traditional/classical marketing,
marketing tools and instruments. The information analysis of non-traditional
approaches. The determination of non-traditional approaches criterion and the
comparison between them.

. To analyze market examples of marketing communications depending on non-

traditional marketing communications.
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3. To accomplish an expert survey according to the aim — to explore specialists’ views on
marketing nature and content of justification in practice; tasks — to identify non-
traditional marketing promotional factors, to evaluate the traditional/non-traditional
marketing characterized criteria, to compare traditional and non-traditional marketing
examples. Specialists describe traditional and non-traditional marketing, to provide
general guidelines, similarity and difference between traditional/classical and non-
traditional approaches.

The temporary results of the research (approbation) are as follows: According to the
survey obtained information it is clear that experts agree with the author’s hypothesis that non-
traditional marketing is not a new type of marketing, but traditional/classical marketing is used
according to the specific/defined time, situation and circumstances, including all the criteria of
the traditional/classical interpretation.

For example: Experts’ wvaluation about factors affects the occurrence/develop-
ment/popularity of non-traditional approaches in context of marketing in the Latvian market
indicates following positions — traditional solutions are not effective enough, low-quality
advertising, the price of traditional solutions (high, non-compliant), fierce competition in some
areas or industries. Also, experts agree with the statements, that all the factors characterizing
non-traditional approaches don’t go against traditional/classical marketing interpretation. In
terms of comparison between market examples (traditional and non-traditional outdoor
advertising) experts indicate following differences — original & creative; mass media additional
interest about; non-traditional location; permitted (the legislative point of view). All the above
mentioned conditions don’t indicate that a new type of marketing is appeared.

In conclusion, the studying hypothesis tends to be adopted.
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Rapid evolution of the Internet communications by the beginning of the 21st century has
resulted in almost instant information availability and has substantially changed the role of
traditional mass media in developing the relationships between companies and consumers. It has
also facilitated development of much closer connection and interaction between companies and
their consumers, both private and businesses, consequently influencing the applicability and
novelty of the actual marketing management practices.

Hypothesis: Corporate identity management has become much more difficult to manage
along with appearance of the Internet network and social networks.

o Stakeholders influencing formation and management of the corporate identity. Before
appearance of the Internet product companies or service providers had wider influence
over own image building through traditional media, thus, having more power over
corporate identity management.

e Appearance of social networks like Twitter and Facebook has highlighted the need
to serve each and every customer as VIP customer disregarding their business
volume.

Aim of the research: to explore corporate identity concept and perception by marketing

experts.

Tasks of the research:

1. Do basic research and literature analysis on the corporate identity. Various definitions
of corporate identity concept and their comparison from both, the product and services
marketing perspectives.

2. Research corporate identity concept within the Internet era - comparison of the
frameworks developed by Melewar and Jenkins [1] and I-Dimension concept by
Bouchikhi and Kimberly [2].

3. To accomplish expert survey in order to explore marketing communications manager
opinions on corporate identity concept and future development; tasks — provide up-to-
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date definition of the corporate identity and its related terms — visual identity and
reputation; suggest the likely directions for the corporate identity concept development
in the nearest future taking into account the actual socio-economic trends; highlight
the corporate identity formation in the Internet environment.

Temporary results of research (results of approbation): survey data reflect expert
agreement with author's hypothesis that corporate identity and reputation management has
become more difficult along with evolution of consumer communication over the Internet and
social networks.

Likely conclusion — the study hypothesis tends to approval.
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Family businesses constitute a majority in developed economies. Although they
distinguish from diffusely owned publicly firms, research of family business is still a young
discipline. The core element of a family business is the systemic interconnection and
interdependency of the systems family, ownership, business and personality. From a resource-
based view, the business family is the family businesses biggest chance and risk at the same
time. This leads to question traditional methods of business performance evaluation.
Traditional valuation methods have limited the view to financial (quantitative) measures.
However, eliding the high impact of family influence means to ignore a force with high
amplitude. As the family business is depending on the attitudes and decisions of the business
family, measuring its performance without including the quality of the interconnection and
interdependency provides an incomplete picture. The working paper will consequently
promote the integration of the maturity-level of the family strategy to the business
performance evaluation in order to establish an advanced and more comprehensive method of
family business owner manager performance evaluation. It will further provide suggestions
for concepts that help to define the family strategy maturity-level. The purpose of this
theoretical reflection will be to contribute to family business research in general and
particularly to advance methods that assess owner managers of family businesses.

Markus Baur is Head of Human Resources Management in an international family business and
participates in the University of Latvia’s Doctoral Program in Global Management and Leadership.
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Usually, talking about design we mean the way of improving convenience in use and
consumption. We mean approach that could be economic in production and attractive in
promotion as well as for the goods and services. Design branch in Latvia in its history saw the
periods of prosperity and decline starting with the days of the First Republic and till our times.
If talking about the pre-wars time we could name bright and innovative developments in the
field of industrial design, e.g. famous design Minox photo camera, graphical fonts by
J. Madernieks and many others. Soviet period could be described by the constant demand in
Latvian design (interior, fashion, exterior) on the whole area of the Soviet Union. The question
arises, how could we characterize current state of design branch, as one of the significant
branches in Latvia? The paper deals with historical aspects of the design development as a
branch in Latvia and the problems of it, discusses the possibilities of creating a design cluster in
Latvia, analyses the current situation of the branch and the problems of the management in the
post-crisis period.
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The focus of the paper is to analyse the impact of international regulation on the
pharmaceutical market in Latvia. As supply of pharmaceuticals forms at international level
where intellectual property rights system shapes the main regulatory framework for
pharmaceutical market, we explore how this system influences the accessibility of
pharmaceuticals in Latvia. Among intellectual property rights we focus on patent rights, as they
by creating a monopoly for pharmaceuticals has the greatest influence on the market.

Firstly, we investigate the mechanisms at the international and regional level that can be
used to influence the accessibility of pharmaceuticals. TRIPS (Trade Intellectual Property
Rights Agreement) agreement of the World Trade Organization at international level and
European patent system at regional level determines key issues that influence both trade and
enforcement of patents. As demand of pharmaceuticals forms at national level, we also look at
the general structure of the market which also influences the possible use of patent system
flexibilities.

We argue that by the patent system flexibilities — compulsory licences, parallel import
and Bolar provision which allows for earlier introduction of generics in the market, it is possible
to promote accessibility of pharmaceuticals in Latvia. By using statistical data and calculations
authors show that considerable savings for the state expenses for reimbursed pharmaceuticals,
as well for society can be created by the use of patent system flexibilities.
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Problems that faced by modern organization, significantly different from the problems
which affected the activities of the organizations in the past. For this reason, a gradual change in
organization design and change it according to the organization of management techniques.
Organizations as open systems nowadays a significant impact on the external environment.
Scientific and technical developments are changing the products and their manufacturing job
content. Product manufacturing labor intensity is increasing the share of intellectual work. As a
result, the competitiveness of the organization is employee creativity potential and knowledge.
The work content changes and the subsequent public division of labor have led to new
industries set up the cluster, which is indicated by the title — the creative industries. Although
the content generated by the product differs substantially from the material benefits-producing
industries, the management uses classical management theory methods. As a result, these
industries will not increase the competitiveness of enterprises at a pace that would ensure long-
term existence of the organization. To resolve the problem the article has offered creative sector
organizations new strategic management system. One of the major new strategic management
system elements can be considered a strategic operational management, which is based on the
ideology of the organization changes, or "necessity" approach, which interacts with a new
decision-making and the management decision evaluation system as key elements of strategic
operational management. Such a management model is especially suitable for the creative
management of the organization, confirmed the author's study. The survey was to identify key
creative decision-making organization specific characteristics with which it was developed for
strategic management development, as well as the approved strategic operational management
systems are appropriate creative sector organizations.

Conference Proceedings

1. Gundars Berzins, Vizma Niedrite, “System for increased competitiveness in creative industries”,
submitted for publication, LU raksti 69 Vadibas Zinatne 2011.

2. Gundars Berzins, “Strategic management in creative industries: specific and practices in Latvia”
submitted for publication, LU raksti 69, Vadibas Zindatne 201 1.
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The main focus of the paper is to perform the analysis of the government mangement
policy for promoting self-employment and identify its role in the facilitation of starting
entrepreneurship in Latvia on the basis of aggregated experience and research.

Necessity of promoting of self-employment is determined by the current economic
crisis, that in Latvia unemployment rates (14.5%) are currently significantly above the
European average. There is an accepted fact that self-employment, micro enterprises and
social economy enterprises (co-operative and other similar forms) constitute a business form
that can often survive economic crisis situations, because they promote stable employment
and the production of wealth. Another significant fact is that in periods of crisis, these kind of
enterprises creation is often increased, indicating that they are an option of special interest,
and which often attract unemployed people as they are owned and managed by entrepreneurs
and businessmen.

To promote self-employment and entrepreneurship is recognized in several EU as well as
in Latvia’s government programs and policy documents. In March 2009, the Cabinet of
Ministers approved regulations establishing the procedure of implementation of the programme
Support to Starting Self-employment and entrepreneurship (co-financed by the European Social
Fund), which provides complete support, including consultations, training, financial loans and
grants for starting a business.

The most important factor for the creation of a knowledge economy is the effective
government management policy. The aim of the paper is to show the role of the government
management policy in the support of starting self- employment and entrepreneurship, to find out
the problems that exist in the implementation of the various support instruments.

The research methods are theoretical analyses of research and scientific works,
government programs and policy documents in this field and to carry out of the self-
employment survey.
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The development of globalization has entailed both potentialities and a threat. Some
countries have successfully taken advantage of the boundaries elimination and free labour force
and capital flows. However, some countries have met with difficulties and a threat created by
globalization. Globalization has distinctively affected different fields, as a result it caused
different changes in the economic indicators. One of them is the economic inequality.

Literature review shows different results: some studies prove that globalization
increases inequality some that there is inverted U-shape relationship between globalization
and inequality.

The aim of the report is to analyze international and global inequality in the light of
globalization. Gini coefficient is used to determine economic inequality as the most widely used
indicator of inequality. Both international (between-country) and global inequality have
increased in the last quarter of the century. These changes are mostly expounded by economists
as the result of globalization.
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This research “Political aspects of economic and social development: theory and
inhabitant survey analysis” focuses on political factors influencing economic and social changes
It both discuses theory about channels that could be used for changing economic and social
development as well as takes a deeper look at values and attitude toward these topics expressed
by people. This is an integrated study giving an insight not only how this could work according
to theory but also at how the situation is evaluated.

This paper analyses data of European Values Study, which is a cross-national longitudinal
survey with an aim to understand values and opinions of people across Europe. This survey
provides a deep insight into topics concerning such topics like beliefs, preferences and
evaluation of different political, social and economic questions. Survey is done in several
waves; data for this analysis are taken from two waves of questionnaires — in 1999 and 2008.
That is a good opportunity to compare situation some time before and some after Latvia joined
European Union. This paper mainly focuses on data about Latvia, though also some comparison
with other Baltic countries is included to see what the common or different trends in these
countries are.

Over recent decades Latvia has experienced important changes — political, social and
economical. Being a post-soviet state it still has some heritage that influence values and opinion
of inhabitants, though there have been important refocus of aims and also values. Latvia had to
build its new political and economical, as well as social system in the same time and now there
is an opportunity to look back and check what the results of these changes are. Latvia, defining
and later also fulfilling its goal to enter European Union, has in the same time showed what the
focus of this country is. It is also why it is interesting to look not only at a state level but also at
values of citizens. Data from European Values Study is an important data source that can be
used for such an aim.

Combining data from these surveys about inhabitant attitude to political parties and
government as well as some other topics connected with politics and overall economic and
social state, this paper gives an insight how this situation has changed recently compared with
period before Latvia had joined European Union. It helps to understand what the tendencies of
changing values and opinions are.

This paper discusses how the decisions and work of politicians have influenced these
changes in trust and attitude to them. It shows what are their possibilities to continue their work
and in such a way influence economic and social development.
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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. The main subject is employee satisfaction in the
company they work for. The investigation of working circumstances and conditions and their
influence on innovation power and customer satisfaction is the core topic. Thus, the current
research aims to investigate these interactions by using a secondary data analysis based on the
relevant sources of information (development of theoretical framework based on literature
review).
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Permanent economic growth have resulted in natural resource depletion, increasing
pollution, biodiversity loss and many other environmental and social problems, but have not
solved issues of poverty, inequality and injustice. Therefore mainstream economics based on
neoclassical model of economic theory lately has been challenged by emerging new
economics discipline — Green economics. Green economics combines economics with
knowledge from natural sciences, brings very long-term perspective, and considers widest
range of values, including sustainability, a sense of community, appreciation of social and
environmental values [1].

Latvia has experienced rapid economic growth during 1996-2007, when GDP in prices
of 2000 growth rate in average was 7.5 per cent [2]. Global economic crisis of 2008 has hit
Latvia hard — there has been sharpest decrease of GDP in the European Union. It creates many
problems in providing sustainability. Recent Eurostat data about poverty risk and material
deprivation shows that Latvia’s indicators are amongst the worst in EU [3]. Environmental
quality indicators, like Environmental Performance index and ecological footprint, in which
Latvia usually had good rankings also are becoming worse. Problems in all three
sustainability spheres — economy, social and environment, give reason to doubt sustainability
of the country. This paper will analyse Latvia’s economic policy and economic recovery
programme from a sustainability and Green economics perspective. Authors have studied
different policy instruments applied in economic policy, such as plans, standards, taxes, fees,
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subsidies, regulations, emission trading systems, development of infrastructure and analysed
their impact on sustainable development. Particular attention is paid to the economic recovery
program and how it can affect sustainability preconditions and important principles set in
Green economics.
The aim of the paper is to evaluate current Latvian economic policy and economic
recovery plan in respect to their impact on sustainability and Green economics principles.
Research methods: regulatory and planning document analysis, data statistical analysis.
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The paper is devoted to the methodological questions of anti-recessionary management
simulation (the “world economy” is considered as an economic system). System parameters
connecting two concepts — “economic system” and “economic crisis” — are observed: the indicator
of the economic system maintenance; economic crisis factors; economic crisis displays; local
crisis; an index (starting-up) point of crisis; preconditions of the world economy crisis fast
expansion. The content of each of them for “world economy crisis” situation is analyzed.

The main indicator of the world economy maintenance is argued to be supply and
demand equilibrium.

Economic crisis factors are: excessive liberalization of financial sector; possibilities of
material over virtual income gain; strengthening of a speculative factors role; increasing
disproportion between cost of financial assets and gross national product; speculative monetary
and price tools for real economic resources estimate implementation; transformation of money
into unlimited self-increasing value, etc. Economic crisis factors become its concrete reasons
and displays causing such infringement of the content and structure of economic system which
doesn't leave chances for realization of the goal of economic system any more.

Alongside with the concept of a general crisis the concept of the local crisis is used. The
index (starting-up) point of crisis display is a point of a local crisis reflection which has led to a
development of economic system general crisis. World economy globalization is considered as
the main precondition of crisis fast expansion.

Anti-recessionary management simulation is to be carried out via a set of stages, each of
then going through a sequence of steps. As the analysis has shown, the effective model of anti-
crisis management assuming certain modification of existing functioning model of the economy
is the model oriented to the preservation of the world economy goal (short-term profit gain,
mainly in financial sector) and basic proportions between system elements. This model works
out and introduces the regulators directed on blocking off factors transforming the economic
crisis into its real reasons and displays. Thus change of the goal of the functioning economy
(refusal from a short-term financial sector profit gain mainly and orientation to the real sector
profit gain), will mean transition to a new mode of the economy functioning.
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Education statistics show increasing female/male ratio in education participation and
graduation all through the world, resulting in higher education attainment level for females than
for males. Research suggests that the difference in gender education paths start already in
secondary school: females to an increasing extent study in academically oriented secondary
school programmes that prepare them for education whereas males to a larger extent already get
their professional education at secondary level. Accordingly, there is a fear that skills and
education acquired by males limit their access to higher education.

The current research seeks to understand the reasons behind different representation of
genders in higher education by analysing and comparing university graduates earlier school
history, socioeconomic and demographic characteristics for both gender groups. The research
makes use of a representative survey of Latvian higher and professional education graduates in
2006.

In this paper the author will use statistical comparison of gender groups and logit
analysis to determine if there exist statistically significant gender differences in education
paths and socio-economic characteristics. Prevailing differences is an indicator of potential
source of limited access by males to the tertiary education. The paper will suggest possible
policy actions.
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Since a part of the European Union is the single market concept, cross-border
development of retail has made the EU a place with low barriers for retail chain expansion.
Author analysis current tendencies in retail trade development in EU by several aspects. One of
the aspects of analysis is the development of retail trade by different retail types and categories.
Author compares retail in different countries and illustrates the use of such comparison in
management decision making of retail chains. Comparison is made in different dimensions —
using relative retail market development, structural changes, convergence on EU level. Another
part of the analysis is based on competition — how deep is brand penetration and can it be used
as an indicator in country selection for retail chain expansion. Different types of retail trade
tendencies in EU are used as an example of possible integration of used analysis in a broader

framework for retail store location methods.
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As it was stressed in the latest report of European Commission on the issue of Economic
crisis in Europe (2009) the depth and breath of the current global financial crisis is
unprecedented in post-war economic history. Considering that statement (in order to prove or
reject this hypothesis) the article analyses three main aspects. The first one, phenomenon of
globalisation as the concept of management of international system as well as possible
precondition (mostly negative) for a latest changes in the scope of world’s economy. It was
stressed that the imperfection in the economies of the most countries could be called as perfect
storm which enforces scientists and practitioners to relook the limits and leverage of
globalisation. The second aspect analysed in the article is the specificity of economic crisis from
historical perspectives, where the lessons how to manage the deviations of the economy scope
are conceptualised. The third aspect stressed in the article — considering theoretical statements
the situation of Lithuania’s economy state is evaluated analysing Maastricht Globalisation Index
(MGI) as well as Global Competitiveness Index (GCI). The aim of practical investigation was to
asses the expression of Lithuania’s economy competitiveness in order to highlight the main
weaknesses and advantages of Lithuania’s economy. Theoretical considerations are
supplemented by statistical data in order to emphasise Lithuania’s economic position in the
presence of global financial crisis. Economic consequences of Global Crisis on Lithuania’s
Economy were presented analysing the dynamics of main macroeconomic indicators. The
article concludes the prognoses for the growth of Lithuania’s economy. The hypothetical recipe
for the recovery of Lithuania’s economy was presented as well.

The research problem being solved in the article is: how to prove the interrelation
between globalisation phenomenon and economic state of the country? How to systemise
weaknesses and notable competitive advantages of Lithuania economy on the basis of Global
Competitiveness Index? How to identify Lithuania’s economy situation in the presence of
global financial crisis? The object of research is the Lithuania‘s economy in the presence of
global economic crisis. The aim of the article is — in the coverage of theoretical analysis of
globalisation phenomenon as the preconditions of economic crisis to highlight the situation of
Lithuania’s economy in the presence of global financial crisis. The research methods: analysis
of scientific literature, synthesis; comparative analysis of statistical date.
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A large number with governments, agencies, companies around the world are involved in
hydrogen research. Many great scientific discoveries have been made during last decade and
research findings have been implemented in real life as well as advanced technologies usage is
developing. How big benefit hydrogen technologies can offer for consumer — end user? When it
will be possible to use renewable hydrogen energy daily? Electricity has been delivered from
conventional power grid and it is currently unstable system. We are totally dependent on foreign
fuel suppliers. Prices of electricity and fuel have become more expensive. Are there any
alternatives? Latvian Hydrogen Association in cooperation with Faculty of Economics and
Management of University of Latvia examined the energy experts of Latvia as well as selected
hydrogen experts from different countries to complete a scientific survey on hydrogen
technologies and renewable energy programs. In order to better organize decision making for
the future of the energy market development scenarios in Latvia. Results related to hydropower,
wind turbines, solar technologies, nuclear energy and sustainable vehicles were considered and
review of actions and announcements of main actors analyzed. Regarding hydrogen issues, it
shows that technology readiness and the absence of infrastructure are the major justifications to
delay investments. Some measures are discussed, which could be deployed in order to reduce
uncertainties, such as regulation of carbon emissions from cars, technological subvention, and
partnerships for infrastructure implementation.
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Innovation has been a major driver of rising living standards [2]. Innovation contributes
to the creation of new jobs and industries. In the context of global economic downturn and
social challenges the implementation of the effective innovation strategy would lead to the
creation of the firm competitive advantages, development of the wealth of nations. The increase
of the innovation capacity is the main source of the future economic growth and sustainable
development. Innovation is a critical part of the solution when tackling important societal
challenges, whether at the global or local level [1]. In the context of the paper there were
applied such economic science quantitative and qualitative research methods as monographic,
grouping, reference, generalization, graphical analysis and content analysis. The purpose of the
paper — to investigate the importance of the innovation strategy implementation in the context of
European Union. The main tasks of the paper are stated as following:

e to investigate the key theoretical aspects of innovation paradigm,;

e to analyse the content of OECD innovation strategy in terms of new business

philosophy;

e to explore the innovation strategy implementation opportunities in EU.

In the context of the first part of the paper the main attention was driven to the analysis of
the term of the innovation paradigm in theoretical aspect. The second part of the paper
highlighted the OECD innovation strategy principles for promotion of innovation in 21st
century. The third part revealed the nature of the innovation strategy implementation
opportunities in European Union.

References

1. Ministerial report on the OECD Innovation Strategy (2010) innovation to strengthen growth and
address global and social challenges. Available at: www.oecd.org/innovation/strategy

2. Eurostat Pocketbooks (2010) Science, technology and innovation in FEurope 2010 edition.
ISSN 1830-754X.

Ilona Dubra 33



Current Issues in Management of
) Business and Society Development — 2011

May 5 -7, 2011, Riga, University of Latvia

THE E-SUBSTITUTION AS A SIGNIFICANT
THREAT FOR POSTAL OPERATORS

MBA Meinhard Friedl

Senior Development Manager, Austrian Post and
Doctorate student at the University of Latvia and FH Kufstein Forschungs GmbH
Kaiserstrasse 91, 1070 Vienna, Austria
Phone: +43664 624 2294
E-mail: Meinhard. friedl@post.at

Keywords: electronically substitution of physical mail, new product; decreasing mail volume; business
development; threat for postal operators; hybrid mail; financial and telecommunication market.

Any postal operator is facing dramatic changes in the next years arising on the one hand
from the upcoming liberalization of the postal market starting in many European countries in
the Year 2011, and on the other hand on the increasing impact of a new product endangering
the core business of postal operators. This new product is called electronic Mail (Hybrid
Mail).

Especially customers’ interest in, and the demand on this product, out of the financial and
telecommunication sector, is increasing over the last years. The demand within this business
sector is desperately seeking for new solutions helping to decrease their costs regarding delivery
of physical mail. One of the costs saving factor is the printing part that can be deleted without
replacement by using Hybrid Mail. But the hugest impact is created by leaving the postal
charges out. For the customer the effective costs of Hybrid Mail are significantly lower than the
ones of classic physical mail. The following figure shows both, classical and electronically
processes in a strongly shortened picture.
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As a logical reaction of transforming significant volumes of physical sending into the
“new” electronic delivery stream, a huge number of employees involved in the process of
physical delivery, will lose their employment.

The majority of workers involved in that delivery process are so called civil servants,
owning special contracts offering them dismissals protection. The organizational structure of the
Austrian Post is, by paying attention on their core competence, of course totally driven by the
necessity of keeping a delivery network alive, delivering mail five days a week, covering 100%
of Austria.

Tremendous decreases in physical volume and high employment cost, with little
possibilities to reorganize the structure, in combination with the fall of the postal monopoly is
creating a huge potential threat for any postal operator in Europe.
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This figure is based on the internal analysis of turnover within the mail division. In
combination with interviews of top 50 clients in Austria three scenarios have been calculated.
The worst case scenario highlights the dramatic influence of electronically substitution in the
Year 2025 where we can see that the mail volume decreases more than 50%. This is a real threat
for any postal operator in Europe.

Other best practice models like the e-ticket example out of the airline industry or the
development in the telecommunication sector, of converting special target groups of existing
customers and almost all new customers into online billing systems, show that there are similar
trends visible.
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Compliance Management has become a function in most blue chip companies and many
middle sized companies. The call for Compliance Management was initiated by scandals of
business companies and the reactions of regulatory authorities. The corporate governance
function is important, but a reduction to it would be limiting. Compliance Management has been
described by critics as temporary fashion. But it is likely that also in the future the topic will be
relevant [1]. The paper shows how Compliance Management can be integrated into business
and deals with the question whether activities should be singled out or bundled to reach the aim
of clean business. It contradicts the opinion that in a few countries business is only possible with
bribing activities. In this regard it gives suggestion for managers and their superiors to use
compliance to their advantage in order to reach their business targets and have a return on
investment in their action [2]. Furthermore the Compliance Management epitomizes integrity
and values which are seen as base in almost all businesses, but which in turbulent reality are
often missing [3]. The Compliance Management can give guidance if it is understood as an
enabling function and not a hindering factor.

To establish a successful, lasting business a comprehensive approach is needed which
embraces business activities from different functions.
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1. Overview of Electricity Supply

The business environment in the Republic of Poland is generally good. The Polish power
generation system is the largest in Central and Eastern Europe in terms of capacity. The power
system is very fragmented, with nearly 400 power plants. Poland is currently working toward
privatizing their energy sector. So far, the process has produced four energy groups: Enea,
Tauron, Energa, and PGE Polska Grupa Energetyczna. The PGE Polska Grupa Energetyczna is
the largest energy group, accounting for almost 40 percent of the total energy production. The
privatization process takes place from 2008-2011 (Warsaw Voice, 2009).

2. Energy Policy, Barriers and Incentives

As Poland i spart of the European Union, they are to comply with the renewable energy
targets set by the Heads of State or Governments. Poland’s renewable energy target is 15
percent renewable energy consumption by 2020. A majority of the renewable energy production
will likely come from biomass resources.

3. Wind
Due to excellent wind conditions and legal regulations, Poland is one of the most
promising wind energy markets in Europe.

4. Biomass

Biomass is the most promising source of renewable energy in Poland. The technical
potential of biomass amounts to 755 Pl/year, and the greatest opportunities for biomass
technology implementation has been recognized in forestry, wood processing and agriculture
sectors. In 2007 2.8 billion kWh of electricity were produced using biomass and waste (EIA,
2007).

5. Solar

Solar radiation intensity in Poland heavily favors the spring and summer months, with
around 80 percent of the annual insolation occurring during this period. There is virtually no
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installed solar photovotaic capacity. Despite the lack of solar installations and programs, Poland
has two different sales branches for solar PV located in the country: Siemens and System PV.

6. Geothermal

Poland has a sizable reserve of geothermal energy that is rich in low enthalpy resources,

although there is little in the form of naturally occurring thermal springs or outflows. The
country is characterized by large-scale low enthalpy resources which are contained in three
sedimentary provinces which cover approximately 80 percent of the total land area.
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Since 2008 in banking sector capital requirements are set by “Basel II” approach. The
internal rating models (IRB) capital calculation approach is based on probability of default (PD)
models, which in turns meant by a scoring model.

To develop the scoring model (statistical model) the modeling data set from 2004 till
2010 and default history was used. The indicators such as age, education, working experience,
working place, debt to income, loan to value and others were explored.

By Logistic Regression analysis Scoring models were developed and the optimal number
of risk factors was established. The greatest predictive power was achieved by using various
statistical tests: Kolmogorov-Smirnov, Hosmer-Lemeshow test.

Following the Basel II default definition, if the borrower reaches 90 overdue days he is
considered as a borrower who can not perform his financial obligations (default). Probability of
Default (PD) within IRB framework regarded as a one year PD that shows and predicts
borrower probability during one year.

As the expiration time of the initial information (factors) may change (for example if the
borrower changes the place of work or if his income is reduced), the prediction accuracy will
decrease due to no information about the borrower’s estate.

Therefore, in practice, application of the so-called Behavior Scoring is based on the
current borrower’s credit history. But where this boundary will be, when the Application
Scoring would no longer be applicable for evaluation and credit history would be enough to use
Behavior Scoring that would most accurately determine the probability of default.
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Purpose — Human Resources in organizations is facing dramatic changes. The change into
the Human Resource Business Partner Role has started and let companies change their Human
Resources Department into purely administrative roles, into center of competences and into the
model of business partners. In conclusion, people have to change their behavior, their actions.
Behavior Economics, behavioral change and training of behavior is becoming a key question and
a strong discussion in the Human Resource community. Can we change the Human Resource
consultant behavior and other roles into the new approach of the Human Resource Business
Partner model? The paper discusses this question and describes an implemented behavioral
training in a laboratory environment with its results and triggers implications for research.

Design/methodology/approach — This paper is based on the development that
Behavioral Economics is entering the economic business area. The paper discusses the training
approaches, the change in Human Resources and the field experiment in a laboratory
environment of training behavior in Human Resource environment.

Findings — First, the Human Resource community gains interesting aspects of the
ongoing change between the Human Resource Consultant role into the Human Resource
Business Partner role. Second, the analysis of the field project with Human Resource Experts
will show feedback and expectations of participants and Human Resource professionals of
behavior training. Third, the results will trigger a conclusion and might influence decisions in
investment of trainings or replacement of people.

Originality/value — The paper examines the importance of behavior and evaluates the
question of training in this behavioral environment.

Andreas Michael Giesa is Head of Human Resources in Siemens Industry Software GmbH & Co. KG,
has a degree in Master of Science in Organizational Change and Leadership and a Master of Business
Administration from Pfeiffer University at North Carolina, USA, and a Diploma in International Business
from the University of Applied Sciences in Mainz, Germany. Currently he is enrolled in a Doctoral
Program at the University of Latvia in cooperation with the University of Applied Sciences Kufstein and
his doctoral Father is Professor Dr Josef Neuert. Andreas Michael Giesa can be contacted under:
Andy.Michael. Giesa@googlemail.com.
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The influence of organizational culture on strategy implementation is mentioned in many
articles and books e.g. [1] or [2] Hutzschenreuter and Kleindienst mentioned in their analysis
that “As a system of shared meaning, organizational culture is a critical variable for effective
strategy processes”. [3]

When trying to understand why it is difficult to become an effective manager in
implementing a strategy the following description from Thompson could be part of an answer:

“Implementing strategy is an action oriented, make-things-happen task that tests a
manager’s ability to direct organizational change, motivate people, develop core competencies,
build valuable organizational capabilities, achieve continuous improvement in business
processes, create strategy supportive culture, and meet or beat performance targets.” [4]

Based on a literature review on the factors influencing strategy implementation there are
several concepts and studies, some by using an analysis of the literature and others using
empirical studies. [5] Several studies from Alexander, Al-Ghamdi and Steinle/Thiem/Lange
analyzed problems arising in the strategy implementation phase and they are primarily resources
related (e.g. lack of time, coordination, workload, expertise of employees) as well as related to
communication and leadership. The factor of organizational culture and the influence on the
implementation has not been discovered in those studies.

Newer studies and concepts have taken into account also soft facts and therefore support the
evidence of those factors. Of importance especially for applied sciences in this field is the 7-S
Model from McKinsey published by Peters & Waterman [6] and a following concept published by
Higgins “The Eight ‘S’s of Successful Strategy Execution” [7]. In both models it is described that
not only hard facts but also soft facts play a vital role in the strategy implementation.

The implementation itself is seen as a task orientated job, with the following aspects: [8]

* Organizational structure aligned with strategy (competences, resources, authorities)

+ Strategy aligned budgeting and resources allocation

» Alignment of policies and rules with strategy

» Initiating a continuous change process

» Establishing of proper communication and information systems

» Strategy focused bonus and reward systems

» Establishing a supportive organizational culture

» Establishing of leadership competence
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In a further statement Welge and Al-Laham also mention that organizational culture is a
key factor in successfully implementing a strategy. In this regard we will have to distinguish
between strategy implementation processes whereas a change of culture is necessary or where a
change is not needed. Similar to that Raps defines that strategy implementation as:

a) specific for a company and its situation i.e. the general environment and the strategic

goal defined and

b) a complex task in a multi-stages change process.

Hofstede concluded in one of his books that “Corporate culture (or organizational culture)
is a soft, holistic concept with, however, presumed hard consequences. I once called it ‘the
psychological assets of an organization, which can be used to predict what will happen to its
financial assets in five years’ time” [9]. Marcoulides says that organizational culture has been
defined as patterns of shared values and beliefs over time which produces behavioural norms
that are adopted in solving problems. [10] He concludes that an organization’s collective culture
influences both the attitudes and sub sequent behaviors of its employees as well as the level of
performance the organization achieves.

According to Schein the levels of organizational culture could be split into several levels:
explains 3 levels: Artifacts, Espoused Beliefs and Values, Basic Underlying [11]

The author will describe in his paper where organizational culture patterns in the strategy
process appear, how they can be measured (e.g. with the competing values model [12] and [13]) and
what influencing opportunities can occur. This analysis is part of the dissertation paper of the author.
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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 clarification and update of
opinions of different social and interest groups in Salaspils municipality (Latvia) to develop
development plan 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 three meetings/dis-
cussions of each interest groups — so called homogenous groups. The main findings are updated
and worked out well — being indicators to be discussed in municipality and realise public
involvement in decision making.

The research is conducted in research group involving also Sandra Vaivade, Hermanis Rullis, Justs Dimants,
Ksenija [jevleva, 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
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 structural changes in professional education organisation. In 2010 authors
have participated in extensive survey of all professional schools for metalworking industry and
have asked evaluations and views of students and teachers, as well as employers. There were
asked questions influencing education quality, professionalism, gained knowledge skills, as well
as attitudes and values. In general survey questions were constructed to give evaluations in scale
1 — 10 to make deeper multivariate analysis of responses. In survey participated 39 professional
education establishments where students get their professional education for metalworking
industries. According data of Ministry of Education and Science, Republic of Latvia in 2009/2010
academic year had 6145 students. In total 1555 questionnaires were received and 150
questionnaires from teachers, 54 questionnaires from employers. The results of the surveys
showed the 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. Thanks to 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 it is some hope to keep
competitive professional education for the metalworking industry in Latvia also in future.
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The European Commission has published its Green Paper “Audit Policy: Lessons from
the crisis” on October 13™ 2010. [1].This Green Paper discusses a lot of topics concerning the
business environment of the European audit market [2], for example:

e Market distortion by the “Big Four” Audit Companies and possibilities to destroy
them [3];

Independence of Audit Firms;

Governmental allocation of the annual audits;
Governmental regulation of auditor’s fees [4];
Measures to enhance the value of audits.

In my paper I will discuss the impacts of the suggested stronger regulations in the Green
Paper for the small and medium-sized auditor market in the European Market by special view
on the audit market in Latvia, Germany and Austria.
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' By special consideration of the Auditor Market in Latvia, Germany and Austria.
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A paradigm shift in consumer behaviour in the Internet has been accomplished. An
internet user is no longer an information consumer only, but an active and outgoing information
source. Information about companies, products and services spread much faster than before and
reach much more people nearly in real time. Via a web 2.0 site, consumers are able to
communicate, interact and create content in social media dialogues.

The hotel industry is in general a very conservative industry. Due to the changes in the
social media world and the implications of Web 2.0., a comprehensive change in the distribution
of hotels and the management of hotels’ reputation took place. Hotels are heavily influenced by
social platforms such as Facebook, by microblogs such as Twitter, and also very heavily
influenced in terms of distribution as well as reputation management-wise, by review platforms
such as Tripadvisor or HolidayCheck.

In this paper, the status quo in German hotel groups regarding the above mentioned media
channels should be analysed and implications for the distribution and reputation management
strategy should be examined.
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Iceland initiated its international development cooperation in 1971. Its development
program has always been small, not only because of the small size of the economy, but also
because Iceland’s contributions has remained small as a portion of its GDP and well below the
United Nation targets of 0.7 percent of GDP. In recent years (2006 to 2009) its contributions
have increased and ranged between 0.25 to 0.36 percent of GDP'. This is a sizable amount of
money for a small country and in 2009 Iceland contributed 4.2 billion ISK to international
development cooperation. Iceland’s contribution is likely to be reduced during the current
economic crisis and it needs to be well spend to maximize its development impact and
effectiveness. Like in the case of other donors Iceland’s contributions are divided between
bilateral and multilateral contributions. The bilateral development coopeartion is mainly
conducted by the Icelandic International Development Agency (ICEIDA) and the multilateral
development cooperation is mostly done by the Ministry for Foreign Affairs (MFA). ICEIDA’s
development programs are mainly small projects in African countries that are to a large extent
administered by Icelanders and coordination with other donors remains limited. The multilateral
development cooperation conducted by MFA remains fragmented with small contributions to a
large number of institutions and programs. The overall policy and vision seems to be missing.
This research will take stock of this situation and compare it with Scandinavian countries. Three
of the Scandinavian countries: Denmark, Norway and Sweden have large development
programs and are among the 5 countries in the world to meet the UN target of contributing 0.7
percent of their GDP to international development cooperation. The paper will analyse and
assess what lessons Iceland can learn from those countries. The paper will also analyse and
assess what lessons the Baltic States who have recently initiated their development cooperation
can draw from the Scandinavian experience as well as the Icelandic experience in international
development cooperation.

! The member countries of OECD’s Development Assistance Committee (DAC) contributed on average
0.31 percent of GNI to net official development assistance in 2009.
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The scientific paper was elaborated by applying the monographic, calculation, and
constructive methods. The authors of the present paper researched and calculated quantitative
and qualitative indicators, their subindexes, and a total index of social capital (TISC) for the
municipalities of Pieriga region and made respective conclusions on these indicators. The
authors processed the gained data and quantified the qualitative indicators. The present research
showed that the size of social capital can be expressed quantitatively.
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Competition does not occur in a vacuum and in establishing the relevant market it is
necessary to delineate the boundaries of the market. Such boundaries occur in terms of the good
or service under consideration, the geographic dimension of the market, the functional level at
which the good or service is supplied, and the period of time over which new substitute products
may develop.

In Latvia there are economies of scope such that firms compete in terms of a group of
goods or services rather than a single good or service. In the banking industry there is typically
a range of banking services that are provided by a branch network and these services are
provided as a package or cluster. [1]

In developing countries, the development of the banking and financial system may reflect
the extent of importance given by the country to this vital sector, which can be largely relied
upon to achieve the desired growth in the national economy. The performance of financial
institutions is crucial for the well-being of the whole economy and has attracted the attention of
many researchers. [2]

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.

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. [3]

The paper provides the implement of the forecasting of market shares distribution with
using expertmethods. The changes of the home loan market shares distribution can characterize
market concentration indices.

In the paper described the following indices of market concentration — CR-n
concentration coefficient, Herfindal-Hirshman index, dispersion of market shares and dispersion
of logarithm, absolute and relative coefficient of entropy, Lerner coefficient etc. [4]

Purpose — The purpose of this paper is to investigate whether any deviations in Latvian
commercial banks’ marketing policies can be attributed to market concentration after
controlling for exogenous environmental influences.
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Methodology — A field survey of commercial banks’ in Latvia was conducted using a
questionnaire and expertmethods. A quantitative study drawing data from qualified experts in
the field. The data were analysed with CR-n concentration coefficient and Herfindal-Hirshman
index to forecast the market concentration. Also data were gathered from statistics of
Association of Latvian Commercial Banks. Those data were analysed with CR-n concentration
coefficient and Herfindal-Hirshman index to determine the market concentration in last three
years.

Findings — The findings suggest that no significant deviations in banks’ marketing
policies can be attributed to market concentration. The results show that Latvia has a moderately
concentrated home loan market and is moving to a more concentrated position. Both the
concentration indices indicate that the country is moving toward a better position in terms of the
market concentration. CR-n concentration coefficient and Herfindal-Hirshman index suggests
that banks in Latvia operate under monopolistic competition.

References

1. Ross Jones, James Frederick Nielsen and Rowan Malcolm Trayler. The bank selection process and
market definition in Australia. Journal of Financial Regulation and Compliance. Vol. 10, No. 1, 2002.
22 — 30 pages.

2. Saeed Al-Muharrami. The competition and market structure in the Saudi Arabia banking. Journal of
Economic Studies. Vol. 36 No. 5, 2009. 446 — 460 pages.

3. Saeed Al-Muharrami. The competition and market structure in the Saudi Arabia banking. Journal of
Economic Studies. Vol. 36 No. 5, 2009. 446 — 460 pages.

4. Daina Skiltere. The Indices of Market Concentration, Analysis of Use for Characterization of Market
Distribution Changes. Scientific papers University of Latvia, Managment. Vol. 674, 2004.
387 — 396 pages.

5. Shrimal Perera, Michael Skully and J. Wickramanayake. Bank market concentration and interest
spreads: South Asian evidence. International Journal of Emerging Markets. Vol.5 No. 1, 2010.
23 — 37 pages.

50 Ksenija Ijevleva



Current Issues in Management of
) Business and Society Development — 2011

May 5 -7, 2011, Riga, University of Latvia

LEGAL AND TAXATION ASPECTS FOR CLOSED FUNDS
IN AUSTRIA AND GERMANY

Norman Jablonski
Vice President, Kathrein & Co. Private Equity I AG
Doctorate student at the University of Latvia and FH Kufstein Forschungs GmbH
Fleischmarkt 20-22/4A4, A-1010 Vienna, Austria
Phone: +43 664 545 68 66
E-mail: norman.jablonski@gmail.com

Keywords: taxation, double taxation agreement, legal, closed funds.

Closed funds are offered as public funds and private placements. Public funds are offered
especially by banks and savings banks, as well as free financial service providers to the public.
In contrast private placements are offered to a very small circle of major investors. As a result of
this, the investments are accordingly higher [1]. Taking this special position in account, the
prospectus duty can be cancelled. The important exceptions are to be found if the public offer is
accepted by less than 100 people and if the amount of capital invested reaches more than
50,000.00 EUR [2].

Regarding the content the prospect has to include all information which enables the
investor to form a solid and overall judgment about the financial and profit situation of the
emitter including the developing views.

The prospect has to be checked by a prospect controller in order to guarantee the validity
of content and its integrity [3]. A prospect exception is only possible if a German prospect
includes an Austria appendix highlighting the specific features for Austrian investors, in
particular tax conditions and drawing obligations.

The profit-tax issue of German non-incorporated firms, treated in Germany and Austria is
handled in a transparent way. Income is defeated to the taxation with the single companion,
hence, by investor [4].

The participation form can be initiated immediately or indirectly in form of a trust
relationship. The regulation of the taxation of the addition is based on the world income
principle and double taxation agreement [5].
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Government’s decisions of different sector policies are complex and they usually have
multi-dimensional character. Basically, the same policy implications may be reflected in several
sectors, one sector policy decisions can affect other sectors. The government has to take
decisions with a certain degree of uncertainty. Looking at the policy making processes and
decision theory elements we conclude that the government's decision making process has the
same elements, which are common for problems of the decision theory. In policy making
process government has to address important questions - what allocation of funds or what set of
actions would be optimal? The paper discusses the role of traditional statistical methods in
governmental decision making process, devoting attention to possibility to apply the decision
theory for optimisation of government's decision. A concept of integrated decision is introduced
via optimising the government’s decisions that could be used in decision making at the sector
level. By analyzing a vast range of literature concerning decision theory methods and testing the
decision theory to address applied policy problems the paper explores the possibilities of
decision theory implementation to optimise government’s decisions. The proposed methodology
of the government’s decisions optimisation presents key principles of a rational decision making
process to the policy makers, which may be used for policy planning and evaluation of long-
term or medium-term decisions.
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Target of the work is to study the Latvian trade sector external and internal risks, perform
risk identification, classification and assessment. In the work are used scientific research
methods — analysis and synthesis methods, economic analysis method of enterprises, a special
coefficient method and the risk ranking method.

The authors had studied the Latvian trade sector in the period from 2004 to 2010 [4], [6],
[7]. In Latvian trade sector from 2004 to 2006 was observed increment of turnover, but from
2007 was observed decline of turnover. In Latvian trade sector is monopolistic competition.
Many enterprises offer a market differentiated trade services. Small and medium companies are
merging into trade cooperation and store systems.

The authors had studied average financial indexes of the Latvian trade sector enterprises
[5]. Average financial risk coefficient of Latvian trade sector enterprises had increased during
the period from 2006 to 2009. Consequently, risk of the trade sector financial instability had
also increased. Commercial liquidity ratios for this period of time had decreased and wherewith
the level of liquidity risk had increased.

The authors have created classification of Latvian trade sector economic and financial
risks [2] and classification of the trade technological process risks [3].

The economic risks are the risk of the country’s economic slowdown, the risk of
increment of taxes, the risk of reduction in consumer’s solvency, the risk of demand’s instability
and the risk of insufficiency of credit resources. The financial risks are the risk of unpaid credit,
the risk of financial instability, the risk of insufficiency of own capital, the risk of liquidity and
the risk of debtors. The trade technological process risks are the risk of organization of selling
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goods, the risk of accounting, the risk of ordering goods, the risk of acceptance of goods and
the risk of transportation of goods.
The authors have created the algorithms of classification and assessment of risks of trade
sector enterprises, including:
1. trade sector SWOT analysis, the main risk survey in the world [8] trade technological
process flow card,
2. classification of economic and financial risks and classification of the trade
technological process risks,
3. risk assessment by using the risk matrices and the special coefficient method, external
and internal risk ranking by their effect on trade sector enterprises’ development [1].

Because of the economic slowdown and reduction of consumer’s solvency, it is important
for Latvian trade sector enterprises to make the profit and loss account. So, enterprises can
operatively follow the ratio of income and expenses. By decrease in trade revenue, enterprises
should review their expenses. Regularly following the trade financial stability indicators,
enterprises can quickly solve the financial stability problems.

In order to develop their business strategies, enterprises need to identify, classify and
assess the Latvian trade sector risks. Enterprises can use the authors created algorithms of
classification and assessment of the risks to produce their own risk management systems.
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The environmental monitoring shows that a Garrett James Hardin (1915-2003) article
“The Tragedy of the commons” '1] actuality of the concerns is increasing. Therefore, the study
authors added to experience “the tragedy of the commune” with an environmental problem.
Commons tragedy actualized in environmental problems now, mainly air and water pollution, it
is impossible to demarcate. G. Hardin showed the tragedy of commons in the absence of private
property and when each individual rights are unlimited. G. Hardin setting is private property.
The owner always acts rationally — in the best way — he is not his own enemy. It could be
endorsed, however, if every individual or a group of individuals is acting in the best way for
oneself, thus rationally, commons can be degraded and it will be noticed when the
environmental capacity limits will be exceeded. The total use of resources is now less urgent,
because the semi-structured question of land and other resources have owners either private or
public. The topicality is now the pollution entering the environment. Air pollution is so global,
the consequences are felt even by those who do not or hardly ever pollute. Air could not be
privatized.

Human behavior in the use of environmental benefits are accounted for given by James
M. Buchannan by rational individuals' dissociable behavior in socio-economic games,
emphasizing the benefits in the book The Reason of Rules: Constitutional Political Economy
[2]. The research identified Stackelberg -Nash equilibrium [3], and offered a balance adjustment
tools.

Rules or laws of the group create a framework for social games and in these games,
which we play every moment; the situation becomes an objective balance between the
individual players as well as the groups. Society balance situation is characterized by the fact
that in the situation where none of the agents has no incentive to change their behavior in a
strategy while the other players keep their strategies. Unless otherwise external force acting on
the social changes and individual preferences or rules of the game, the equilibrium is stable.
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The research analyzes the situation of air emissions quotas, their trading and investment
in CO, reduction in the Latvian enterprises 2009-2010. As well as there is analyzed business
antisocial behavior not investing revenues from the sales of quotas into technological
improvements to reduce CO, emissions in the future. It shows the possible consequences of the
quota reduction in Latvia after 2012 and its impact on the competitiveness of firms and the price

level.
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One of the most fundamental objectives of macroeconomic policies in the world is to
sustain high economic growth alongside with low inflation. However, in the literature, there
are some different points of view about the nature of the inflation and growth relationship.
Here exist many economic growth theories including inflation in the model. The main point
in this paper is not to discuss these theories deeply, but to show which statistical and time
series methods are useful to analyse the empirical data for concrete countries. The goals of
the paper are:

1) to give a short overview of several different economic theories describing the

relationship between inflation and economical growth;

2) to show the different approaches based on Neoclassical and Endogenous Growth

theories;

3) to show which statistical and time series methods are empirically used;

4) to deliver insight into some results according to empirical literature.
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Effective management is a key factor to an equal success of transnational corporations in
all markets of presence. However, many organizations become less effective as soon as borders
of their home country are crossed. The reason is that processes and solutions, which work well
in the country of origin, might be useless or even harmful in foreign countries. One of major
obstacles remains cross-cultural conflicts or misunderstandings. This article is tended to
research how diversities in national cultures impact international management.

As mentioned by Eeva Kohonen, “the future success of all multinational companies
depends on the availability of globally competent managers.” [1] Being globally competent
means an ability to analyze and understand cultural diversities, which are not directly visible
and kind of ,,hiding” underneath globalization process like a bottom part of iceberg, and to adapt
management style accordingly.

We are facing cultural differences not only in countries, which are fare away — like Canada
and China, but also on the same continent — like Europe when comparing e.g. Germany and Spain.
Also small neighbor countries can be very different — like common mistake made with 3 Baltic
countries taken as the Baltic’s. Even in one tiny country we can observe significant cultural
differences — like between Latvians and Russians in Latvia. Reasons for such diversity are coming
not only from ethnic background, but also from religious and historical origin. All of them shape
the “cultural context” in the country or region. Most of discussions about unification of Europe are
lead about legal or formal matters, but without the cultural context even legal issues lose their
importance. One of EU founders Jean Monnet once resumed: “If I were again facing the challenge
to integrate Europe, I would probably start with culture” [2].

On the other side, cultural diversities may become an additional success factor in
companies where cross-cultural management is effective. E.g. Nancy Adler declares that
“cultural diversity provides the biggest asset for teams with difficult, discretionary tasks
requiring innovation” [3].

An executive team can not always find the best common solution for local problems. One
way of organizing might be perfect for one part of transnational company and frustrating for
another. Instead of living one mental model of behavior international managers shall clarify how
the foreign culture would affect processes in the organization and then support creating an
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intercompany culture, which smoothes national cultural diversities and encourages every
employee to do his/her best for the company in the country of presence.
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Introduction. Ergonomics science discipline and operations management science both
have a separate evolution history. In closer comparison, there are number of similarities, but many
differences are also noted. Contemporary managers frequently use term of ergonomics in
connection with occupational health and safety, but rarely associate it with business operations
performance. Ergonomics field has been subjected to significant changes over half a century. New
field like participatory ergonomics have been developed [1] and also ergonomics interacts in the
area of quality performance [2] and organizational design [3]. Hence ergonomics can be seen as
business tool at a company-wide level and improve organization operations management.

Aim of the research: By studying theoretical aspects to analyze ergonomics relationship
to operations management performance.

Methods. The monographic research method, statistical, graphical and comparison
methods were used to analyze various theoretical aspects of ergonomics contributions in
organization operations and quality management improvement.

Results and discussion. Investigation studies and explains ergonomics relevance in
organization operations. Accordingly to International Ergonomics Association (IEA) definition of
ergonomics, it involves social goal as wellbeing and managerial goal as overall system performance.
Macroergonomics is analyzed as the area in ergonomics that can be linked with overall
organization management. Customers and their satisfaction is the main factor for measuring
business results in organizations. Relevantly is to separate organizations internal (employees) and
external (end-users) customers. In that way ergonomics can be used for designing products that fit
the needs of end users and also for the design of manufacturing products that are easy to produce [4].

Ergonomics solutions for employees results in improving safety, reducing fatigue and
stress, increasing comfort of working and job satisfaction and improving quality of life a.o.
Consequently ergonomics provides also employee satisfaction that is included in modern
management science as criteria for employee potential development.

Conclusions. Integration of ergonomics and organization operations management leads to
improved business performance, at the same time assures safety, wellbeing and productivity at work.
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Knowledge is being increasingly recognized as the main source in enabling the
organization to gain a competitive advantage. In knowledge management, organisation is
viewed as a knowledge system that has a number of levels and dimensions: organizational and
personal, internal and external, explicit and tacit, etc. The competitiveness of an organisation
is highly dependent on its ability to tap on the most crucial knowledge resources in this
system. However, there is a certain ambiguity concerning which knowledge in the
organization is the most competitive or the most crucial — open recognition of human
resources being the key resource in any organisation does not necessarily translate into
organisation policies and/or processes; soft variables have a tendency to be weak. Knowledge
management and creation literature brings soft — tacit — knowledge possessed by any
individual into the focus of attention in manager education, training and professional
evolvement. The process of acquiring tacit knowledge, both internal and external, is very
complex: tacit knowledge is hard to identify, capture, and measure, it includes beliefs,
perceptions, values; it is deep and intuitive. But this is what makes it unique, and ‘to remain
competitive the organisation must create knowledge that is hard to imitate’ [1, 12]. Education
and training of managers able to promote organizational growth must be based on
development of corresponding tacit knowledge. It does include acquisition of theoretical
knowledge, but not through learning separate data and factual information, or through
instruction acquisition. The key theoretical elements as well as ethical and moral norms must
be internalised [2] through management subjects and also organizational processes, which
requires a longer time than memorisation of the study material. In this paper, we try to look
into attempts to capture internal and external tacit knowledge in a tertiary education
institution that is engaged in management education. We suggest a number of serious
problems in management education in Latvia caused by the deep-seated epistemological
assumptions the academic environment tends to hold about knowledge and knowledge
creation. Coupled with the cultural context, which in the western world is more individual-
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oriented, this makes the traditional organizational environment little conducive to deep,
voluntary and committed processes of tacit knowledge sharing and creation at an
organizational level. This is why a determined and focused effort is required to first change
our own understanding and mental models, and then to replace the ‘here-and-now’ approach
in management education with the one based on system thinking.
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Calling organisational effectiveness a strategy is just as much a scientific flaw as
navigating organisations in accordance with so called “strategies”, based solely on military
minded-, shareholder oriented-, and financially reduced tactics and surgical measures. [5, p. 1]
Dysfunctional organisations per se are not the only problem moreover; we severely violate our
perception of organisational and environmental reality. In this state of chaos we not only do not
understand what we are doing but most importantly why we are doing it. We ignore the “main
duty of business”, namely “survival” [2, p. 46], and additionally we observe the reality of the
world as we can see it, via ,reduction ad absurdum*“[5, p. 4] of mere tactics and measures.
Additionally we violate our perception of reality by limiting our awareness of the problems to
be defined and the action taken to solve them. These actions regarding the managerial problems
we have observed are largely dependent on the view that we as individuals or as groups who
have encountered them have of “the system and perception of reality” to which they refer. [6,
p. 199] The doctrine of today’s management, its value and strategy is viciously directed towards
the mass' to underscore its effectiveness as the one and only embodiment of truth to be observed
for the mass” not by mass and not by its real meaning but by its deceptive certitude. [3, p. 83-84]
This distorted perception of reality played a vital role in Orwellian Newspeak [4, p. 3], a
ubiquitous application of indoctrinated managerial truth. Our Business Schools may not
become “The Ministry of Truth” [4, p. 3], but as the reader might observe, this has already been
successfully manifested by a discipline called business administration.

We as management scientists must be aware of this and not violate the most fundamental
principle of scientific discourse, which has always demanded the separation of the observer
from the observed as the principle of objectivity required for a scientific discipline. [6, p. 4]
Actions according to the principles or ethics cannot be articulated, as Wittgenstein rightfully
observed as they always reside in the action itself. [7, p. 5-6] Then morals cannot be separated
from facts [1, p. 1], since facts, truths and actions based upon the empirical perception of reality
and the preconditions created by organisations in the interests of claiming organisational
viability and achieving its objectives are the embodiment of viable strategic management. This

' The author is referring to stakeholders
* The author is underpinning the created falsification of an untruth
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paper intends to foster awareness of the points mentioned above via a cybernetics lens in its
creative circularity.

Purpose — This paper attempts to underpin the theoretical and practical’ claim that we
need to change our perception of our environmental reality and our perception and model of
organizational structure, its identity and strategy as the necessary and sufficient preconditions
and measure of organizations viability.

Findings — The evidence documented in the paper both examines the current problems
and provides sufficient evidence for a vital need in changing our perception of organisational
management, the model and its strategy.

Originality/value — The problems shown exemplify the unparalleled loss of direction,
identity and strategy in management. Managers are today dangerous agents of the society. This
misdirection and misperception must be corrected. Management is the most vital, most essential
and most rewarding vocation of the society, but it has been reduced to obscuring the society by
clouding the perception of reality. This paper examines this misdirection and claims that a
radical change in management strategy is much overdue.
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Clustering of firms in a region can be observed in many countries. Clusters as a unit of
analysis is still less common than national economies, industries or firms. The cluster-based
approach offers a new way of dividing and understanding an economy and competitiveness.
Cluster environment stimulates competitiveness and competition inside the cluster and the
industry. Some explanation of Latvia’s competitiveness current problems is pure level of
business entities co-operation and business integration in the national economy of Latvia and
Freeport of Riga particularly. Companies are isolated into their approaches to increase their
competitiveness and enter in global market. In many cases it is to hard task for a single
company. Business entities co-operation and integration is a gateway to integrated development
and higher competitiveness in the global markets. Cluster environment is stimulating integrated
development of all the business entities within the cluster. Cluster structure and governance are
key factors for successful cluster performance. Port activities are geographically concentrated in
a limited number of regions, mainly because of favorable geographic conditions. These regions
attract substantial number of port related firms. Seaports are naturally born clusters. In this
paper cluster concept is applied to seaports, to enhance the understanding of performance of
seaport clusters. The main objective of the presented paper is to find out the cluster influence to
Freeport’s of Riga business competitiveness and integrated development.
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Many products involve such a significant risk to 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 risk-intense 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.

Luhmann [1] proposes trust as a solution for such situations “where the possible damage
may be greater than the advantage” someone seeks. Thus if marketing would be able to build-up
customer trust in risk-intense products a significant problem for corresponding companies
would be solved.

In this paper the author proposes a trust marketing framework to build up customer trust
in risk intense products. The marketing framework builds upon the interdisciplinary trust model
from McKnight and Chervany [2] and their findings on trusting beliefs. Trusting beliefs are the
beliefs of an individual that “...the other person has one or more traits desirable to one in a
situation in which negative consequences are possible” and therefore make it easier for the
trustor to trust the trustee. This paper proposes a marketing approach to build up trusting beliefs
in customers for a risk intense product and/or company. Therefore the trust marketing
framework consists of four strategies:

1) Reframing Strategy: Building up the trusting beliefs benevolence, competence,
integrity and predictability via sharing information about the company and the product
or information from trusted third parties about the company.

2) Experiencing Strategy: Building up the trusting beliefs benevolence, competence,
integrity and predictability via the customer experiencing the company or the product.

3) Involving: Building up the trusting beliefs benevolence, integrity, and predictability
via publicly involving customer groups or trusted third parties into product design or
business decisions.

4) Mitigating Strategy: Building up the trusting beliefs benevolence and predictability
experience by mitigating the possible damage.

Each of the four strategies consists of 3 sub-strategies, so that the framework proposes
12 marketing approaches to build up customer trust for risk intense products. In an upcoming
research project the marketing framework will get empirically tested.
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The Diana Ross 1970’s hit “Do You Know Where You’re Going To?” from the movie
Mahogany begs the question, how would know that you finally made it? Many organizations go
through their paces not knowing where their employees are going to — are they going to succeed
or fail? Assessment statistics help organizations measure success or failure of employees and
organizations.

According to the Aberdeen Group (2010), several pressures drive assessments statistics.
Competition helps put focus on productivity and performance. A shortage of leadership skills
leads to a weak succession pipeline. Customer demand demands more insight into the present
and future workforce.

Assessment statistics can provide information on unique aspects of employees and
organizations. For example, accountants might suggest that a program costs money based on their
financial analysis. Assessment statistics can conclude that employees and the organization can
gain from the program because it motivates employees. This theme runs throughout many of the
examples in the following chapters. The benefits from motivation might far exceed the costs.

Assessment statistics of employees and organizations are often considered a pain. They
seem to take away from the most important things managers want to do such as produce the
product and provide a service for a profit. But how are managers going to give customers a
product or service if they don’t know if their employees are doing the job right and their
customers are satisfied? What if employees are so irritated by the work environment that their
performance drops?

Purpose

Many assessment statistics are the financial kind — the stuff accountants and financial
managers love such as profits, sales, return on investment, turnover cost, cost per hire, break
even analysis, compensation divided by operating expense, and net present value. The financial
measures are important for employees and organizations but they don’t provide the whole
picture.

Some nonfinancial assessment statistics include results from selection tests, performance
appraisals, employee surveys, work samples and many others. These statistics do not perfectly
translate into dollars and cents. But they make sense for organizations because their conclusions
may be more significant than financial assessment statistics for the future of employees and
organizations.

The purpose of this work is to provide the motivation for managers to assess employees
throughout their complete employment cycle — from recruiting, selection, training, com-
pensation and down to their exit interview and retirement. It also provides managers with some
basic terminology and tools to use nonfinancial assessment statistics.
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Your Turn

The “Your Turn” segment features activities that you can do to help change your
workplace based on your mission, vision, and objectives. The segment may have food for
thought questions, surveys, case studies, and games to fit the context of each chapter.

Food for Thought Questions

1. What instances have there been in your organization in which in which assessment statistics
(financial or nonfinancial) have been incorrect?

2. What instances have there been in your organization in which assessment statistics (financial
or nonfinancial) should have been done but weren’t?

3. Who is in charge of any financial or nonfinancial assessments of employees or the
organization?

4. Mission statements summarize the basic reason for your organization’s existence. They
provide a structural basis for which assessments are developed. Does your organization have
a mission statement? Whether it does or not, what would be in such a mission?

Application — Recruiting

Recruiting involves finding the right marketing techniques to find the person who fits the
organization’s needs. Traditionally, recruiting has involved recruiters who focus on screening
out applicants. The recruiting job is a stepping stone to becoming a human resource generalist.
Hence the main measures to recruiting success involve cost per hire and time to fill. Cost per
hire is the most common measurement that focuses on the initial cost of hiring (travel costs,
recruiter time, paperwork, etc.). Time to fill involves the cost associated with the positions that
remain unfilled. These measures ignore long term costs and the quality of hire (Lowisz, 2008).
Recruiters would be best advised to see what recruiting methods work best for their
organization based on the organization’s overall mission and objectives.

Metrics. To measure recruiting success, you need metrics — ways to measure the success.
Whatever metrics you use, they should have the following characteristics:

1. Reliability — are your measures consistent?

2. Accuracy — do your measures state what is really happening with the candidate?

3. Validity — are your measures related to what you want to accomplish with the
organization?

4. Predictive — can your measures predict future behavior?

5. Usable — can your measures be used to help narrow down the job candidates for a
possible hire?

6. Timely — can the measures be obtained in a reasonable time to fit recruiting and
selection purposes?

7. Quantitative and qualitative — can your measures success using numerical comparisons
and more subjective comparisons?

Gundars Kaupins 69



Current Issues in Management of
) Business and Society Development — 2011

May 5 -7, 2011, Riga, University of Latvia

Below are some metrics beyond the traditional cost per hire and time to fill that you can
use to measure success in your recruiting efforts. One metric by itself will not do but a mix that
fits your organizational objectives and captures all of what you want to accomplish would be the
best.

Yield Ratios. One measure of recruiting success is to calculate yield ratios from each
recruiting source. Let’s say your recruiting efforts involve attending a finance conference,
posting jobs on a finance job website, and advertising in the local newspaper. You have a list of
20 candidates from each source. After reviewing resumes, you whittle the candidates down to
ten. Eight of ten come from the finance conference and two of ten come from the local
newspaper. Eight out of twenty from the conference is good. Two out of twenty from the
newspaper is marginal. Nothing from the Web indicates that the source might not be good for
your company.

You can continue to calculate how much you yield from each recruiting source after the
next step — the job interview — when you whittle candidates down to three. Though the local
newspaper did not do well in the resume step, both job candidates from that source survived the
interview round. Only one of eight conference folks survived the interview round. Doesn’t it
feel like American Idol where we see who from what city survived the final rounds?

Recruiting Step Finance Finance Local
Conference Job Site Newspaper
Application 20 20 20
Resume Review 8 0 2
Interview 1 0 2
Offer 0 0 1
Hire 0 0 1
Resume Review/Application Yield Ratio 8/20 =40% 0/20 = 0% 2/20 = 10%
Hire/Application Yield Ratio 0/20 = 0% 0/20 = 0% 1/20 = 5%

Measure longevity and long-term performance. Through a survey of recruits, you find
out that twenty job candidates applied because of your ad in the national conference. Ten job
candidates from that ad made it through the first cut. Two of those candidates received job
interviews and one was selected for the job. Conclusion: The ad was successful. Enough said.
Case closed.

Upon further review, you discover something nasty. What if that job candidate you hired
leaves in less than a year? This sometimes happens with accounting firms. They recruit from a
Certified Public Accountant (CPA) mill---a university that focuses only on CPA’s. The new hire
knows accounting but gets burned out quickly and does not take leadership positions. When
hiring a CPA from a liberal arts university, the new hire might not know accounting as much
but would have the breadth and depth of managerial classes and experience to stay at the firm
for the long-term.

Successful recruiting efforts are more than how many candidates you yield from each step
in the recruiting process and the cost per hire. You must find out how good those candidates are
not only in how long they stay, but how they perform, how they work with others, and how they
move up in the organization or their career. Consider using performance appraisals to track long
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term performance. The appraisals should be linked to the mission and measure mission-related
issues such as productivity and ability to work with others. Long-term performance and
longevity are important measures that are often missed in recruiting measures.

Measure legal and ethical traits. Again through traditional measures, you select your
top candidate. He or she has the perfect background and starts with the company every
successfully with high performance ratings. The high ratings continue over the year.
Conclusion: The recruiting was successful. Enough said. Case closed.

Upon further review, the new employee becomes a publicity nightmare for your
company. You have an Internet monitoring policy that authorizes you to identify business-
related activities that your employees have done. You discover that your new employee is
known to rant and rave on Facebook about his spouse, his friends, and your company. This
anger turns into threats of violence. After a year, he gets into the newspaper about domestic
violence and ends up in jail for one month.

Successful recruiting efforts should also measure ethical and legal behavior of employees.
Are there sources of recruits that are more associated with unethical or illegal behavior?
Companies need to protect themselves from negligent hiring practices and at least do
background checks on employees. Further checks of the Internet should be done to investigate
inappropriate or illegal behavior. But be careful to collect data for business purposes only, try to
ensure the accuracy of the information through backups with multiple sources, and protect the
data collected from the Internet. Legal and ethical behavior before and after hiring also are
important measures

Measure Recruiting Satisfaction. Your recruiting efforts may lead to outstanding
candidates hired who perform well in the long term. But the recruiting process itself might be
abysmal.

Another measure you can use to enhance your recruiting efforts is to measure managerial
satisfaction with the efforts. Through such surveys you can find amazing discoveries. For
example, managers are irate that many of them are invited to the interview process but no one
asks them for their opinion of the job candidates. Managers dislike being asked to attend
interviews of candidates from other departments in which they will have no future contact. Last
minute changes in interview schedules are an irritant.

Along with asking for managerial opinions of the recruiting process, you also might ask
the interviewees about how well the process went for them — after hiring has occurred in order
to improve the process. You might find out that a tour of the local community was done in an
interviewer’s car that was smoke ridden and should have been sent to a junkyard ten years ago.
You can especially find out why candidates declined your offers.

Be careful with the satisfaction measure. This stand alone metric should be used in
concert with other recruiting metrics such as long term performance and cost per hire.

Your Turn

When it comes to recruiting metrics, a checklist of what is available might be helpful.
Below is a table of what recruiting methods you use and the common and not-so common
metrics that can be used to measure the quality of the recruiting methods and effort.
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Question 1

What recruiting methods do you use in your organization? Examples: application form, resume,
interviews, job search website, newspapers, point of contact (via leaflets, posters), headhunter, Job
Service, hire internally?

1.

2.
3.
4.
5.
6.
Question 2
Check Off how you plan to measure Mark with an (X) if you do it now.

the success of your recruiting efforts? Mark with a (P) if you plan to do it.
Cost Per Hire
Yield Ratios
Longevity

Performance Appraisals

Monitoring Employee Behavior on the Web

Criminal Background Checks

Survey of Managerial Satisfaction with the Recruiting Effort

Survey of Candidate Satisfaction with the Recruiting Effort

Other
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This report summarizes how the new media has penetrated of the top twelve online
newspaper websites in Estonia, Latvia, and Lithuanian. New media involves new
communication techniques such as social networks, mobile apps, blogs, and forums. Results
show that the top twelve Estonian newspaper Websites have the most new media features
such as links to social networking sites such as Facebook and Twitter, RSS feeds, blogs, and
search engines. Privacy policies related to new media tend to be inconsistent across
newspapers.

Gundars Kaupins 73



Current Issues in Management of
) Business and Society Development — 2011

May 5 -7, 2011, Riga, University of Latvia

CONSUMER VALUES AND CONSUMPTION PATTERNS DRIVING
LATVIAN STRONG ALCOHOLIC BEVERAGES MARKET

Valters KaZe
Faculty of Economics and Management
University of Latvia
Melnezera iela 1, Katlakalns, Kekavas nov., LV-2011, Latvia
Phone: +371 29207167
E-mail: valters.kaze@gmx.net

Andrejs Strateic¢uks
Faculty of Economics and Management
University of Latvia
Aspazijas bulv. 5, Riga, LV-1050, Latvia
Phone: +371 26276076
E-mail: andrejs.strateicuks@inbox.lv

Roberts Skapars
Faculty of Economics and Management
University of Latvia
Aspazijas bulv. 5, Riga, LV-1050, Latvia
Phone: +371 29104534
E-mail: skapars@lanet.lv

Keywords: human values, consumer life styles, consumer segmentation, purchasing behaviour, alcohol
market.

The paper explores the influence of consumer social values on consumption patterns and
preferences in Latvian strong alcoholic beverages market.

Alcoholic beverages represent a complex market characterized by a high impact of
consumer on market development. Alcoholic beverages represent fast moving consumer goods
(FMCG) with high turnover rate, hence the market is very competitive and new product
propositions are developed and launched instantly following the changes in demand. Strong
alcoholic drinks are distinct from other types of beverages due to relatively much higher
importance of brand attributes and category specific consumption patterns, consequentially
representing a higher importance of consumer in setting the rules for the market development.
The industry and market players all have a challenge to meet ever-changing consumer demands
to support a sustainable development. This requires proper, up to date and in-depth
understanding of factors driving the demand for certain categories and products in the market in
order to build the winning strategies.

Human social values are among the key factors driving consumer behaviour and
preference for certain products, particularly in FMCG industries. However measuring the
impact of values on consumption is a complex issue which has not received a required attention
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in academic research and has been approached superficially by marketing practitioners, thus
resulting in a lack of consistent assessment methodologies.

The objective of the paper is to analyse consumption patterns and consumer behaviour in
Latvian strong alcoholic beverages market applying innovative behavioural consumer
segmentation model based on their social values which (i) enables to link values to consumption
patterns and (ii) offers an easy hands-on tool to gain competitive advantages via better
forecasting of these patterns.

To achieve the objective, the paper (i) provides review of human value research models;
(ii) suggests a proprietary model; (iii) tests the application of this model on core product
categories in Latvian strong alcoholic beverages market; (iv) suggests market players the
priorities for successful development.

The study is based on sociological data from value survey representatively sampling
general population of Latvia and consumption survey for most popular strong alcoholic
beverages categories conducted in fall 2010.

Statistical methods are used to reveal the relationship between values and purchasing
behaviour in order to identify the drivers and attitudes of the population supporting the
developments of the industry.

The analysis reveals and allows explaining the existence of significant differences in
preference for different beverages in consumers representing different social values segments.
In depth analysis explains the core motivators and human values driving their preferences and
thus allows to forecast expect changes in demand for certain products. The identified differences
have a significant influence on anticipated future consumption trends thus suggesting market
players to focus on particular winning strategies in order to grow the market in future.

The paper explores the impact what a homogeneous behaviour of large social groups
might have on the industry development thus being interesting both from academic angle and
empirical application for marketers.
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The rapid development of modern information technology has led to fierce competition
in today’s telecommunication industry. Telecommunication firms’ accountability demands
that operating efficiency be measured, maximized, and benchmarked. The largest and fastest
growing part of the labour force is “the office”, that most labour intensive of tele-
communication industry, therefore measurement of productivity is becoming the number one
concern of the industry. As motivation is the key to the success of obtaining the benefit of
skilled employees’ performance there have been continuing efforts among researchers in
distinguishing the influential drivers of motivation and performance. The purpose of the study
was to explore relationships between motivational factors and self-rated job performance and
to examine factors that are associated with likelihood that employees will engage in effective
and efficient business performance. Authors compared findings on factors associated with
likelihood that employees will engage in effective and efficient business performance and
analyzed what are the relationships among — motivation and self-efficacy and self-rated
productivity in telecommunication and other industries in Latvia. Research methods used:
scientific literature review, survey of employees. The following measures were used to: 1) list
of motivators; 2) list of statements on skills, engagement and resources available in company;
3) perceptual performance; 4) demographic profile of sample (age, gender, occupational type
and detailed information on position, education, income, and industry). The respondents were
asked to use 7-point scale ranging from 1 - inapplicable to 7 — applicable in higher extent to
indicate which motivational instruments are applied in current working place. Skills were
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evaluated in 7-point scale ranging 1 — strongly disagree to 7 — strongly agree to statements
like “I feel fully confident on my skills to perform this job according to highest expectations”;
“this is the best job to do”, “I help my coworkers with my expertise and knowledge”, “I am
fully confident on ability to solve problems in my daily work”. Resources were evaluated in
7-point scale ranging 1 — strongly disagree to 7 — strongly agree to statements like “In my job
I am provided with technologies for job content”, “In my job I am provided with technical,
and other support necessary for job content”, “All necessary management and quality systems
are provided in my job”. Engagement was evaluated in 7-point scale ranging 1 — strongly
disagree to 7 — strongly agree to statements like “this company inspires to do the best I can”,
“I am ready to go the extra mile to make my company successful”, “the future success of my
company means a lot to me”, “I am ready to recommend my company where to work”. For
data analysis descriptive statistics (mean, mode, median, indicators of variability) and
multivariate analysis (factor analysis, and variance analysis) are used.
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The report focuses on the contemporary problems of financing of higher education in
Russia. Special analysis is given to existing and emerging models of higher education funding,
such as the model of personal scholarship grants for students, the pattern of per capita financing
of universities according to their category, etc.

The implementation of the per capita financing in Russian universities is planned for
2011-2012. And in future higher education funding in Russia is supposed to be executed
according to the per-capita funding pattern worked out by the experts from the Higher School of
Economics (Moscow).

According to this model, budget funds should be directly transferred to state universities
in the form of tuition subsidies for students with high Unified State Exam (EGE) results in
Russian language and mathematics. Transparency is one of the undoubted merits of this model.
Besides, a large enough funding will ensure competition between universities, and eventually
should help to improve quality of Russian higher education.

At the same time, the general implementation of this funding pattern in all universities of
Russia has some evident drawbacks. First of all, there is a serious situation of chronic
underfunding in Russian universities. However this pattern does not increase budgetary funding,
but only assumes rearrangement and further reduction of existing state budgetary resources. In
the second place, there is no uniform approach to the calculation of subsidies for bachelors and
masters in this funding pattern. And furthermore, all the calculations are based on statistical data
0f 2009 only.

Federal Law 83 from the 8th of May 2010 envisages considerable changes in the legal
status of existing budgetary institutions in Russia. Starting from 2011 all state budgetary
institutions will be divided into three types: self-contained (autonomous), so-called new
budgetary and state-owned. At present, with this Law adopted, the implementation of the HSE
funding pattern does not seem reasonable for all universities in Russia. Because the
implementation of the HSE pattern will lead to an actual decrease in budget funding for about a
half of state universities, and eventually there will not be free higher education for students in
Russia any more.
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The most agreeable per-capita funding model should reflect recent institutional changes
in Russian higher education. This funding model should take into consideration different types
of universities that emerged in the last few years: national universities and backbone universities
(system-forming universities). Implementing such an improved model will help national and
backbone universities to take leading positions in national higher education.

Thus, taking into account the institutional changes in Russian higher school, the per-
capita funding pattern worked out by the experts from the Higher School of Economics is
reasonable to apply only to self-contained and new budgetary universities. But, as for the
financing of state-owned and backbone universities, the most appropriate models are funding
estimates or per-capita funding in accordance with the type of university.
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The article deals with the problems in the European law concerning tourism as
significant constraint factors for the development of European tourism and the process of
“common tourist space”. The special attention is paid to the Communication from the
Commission to the European Parliament, the Council, the European Economic and Social
Committee and the Committee of the Regions “Europe, the world’s No 1 tourist
destination — a new political framework for tourism in Europe” signed in 2010 and the
Common Strategy for tourism development in the EU projected on its basis.
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Since applications of nanotechnology will quickly penetrate all sectors of life and affect
our social, economical, ethical and ecological activities, the general public’s acceptance is
compulsory for further developments of in the field of nanotechnology and its applications. This
acceptance will be influenced by the low level of public awareness of many innovations in
science, and especially, in nanotechnology. This is mainly due to the unpredictability of their
properties at the nanoscale and the fragile public confidence in technological innovation and
regulatory systems. Consequently, it is of the utmost importance to educate the public, and to
disseminate the results of nanotechnology development in an accurate and open way so that the
general public will eventually accept nanotechnology [1].

Marketing research should be based on the objective data of a market, characteristics of
groups of the goods and their manufacturers.

The model of marketing research is necessary for its successful carrying out. It details the
methods which are required for the information acquisition with which help it is necessary to
structure or solve a marketing research problem.

The complexity of the marketing research model in the nanotechnologies is a following: at
first it is necessary to develop the uniform criteria for the characterizing manufacture and
application of nanoproducts and nanotechnologies. Besides, a rapid development of nano-
technologies advances working out of risk estimation methods, that causes consumers mistrust to
nanoproducts and can have catastrophic consequences for their providers and manufacturers.

Risk management of nanotechnology is further challenged by the broad range of
technology and products encompassed within the term “nanotechnology”. Risk management of
nanotechnology must take into account public perception about the potential risks and benefits
of nanotechnology and the growing public demands for regulatory oversight.

Currently, the lack of reliable and accurate technical data on the topic provides fertile
ground for both nanotechnology proponents and sceptics to make contradictory and sweeping
conclusions about the safety of engineered particles for human health and ecosystems. It is
therefore imperative to carry out investigations devoted to the development of a comprehensive
understanding of the properties, interaction, and fate of natural and anthropogenic nanoscale and
nanoengineered materials in human health and environment.
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Project management and entrepreneurship are both ‘ancient’ phenomena and professions
(or just occupations for some people), but both corresponding academic disciplines are
comparatively young, not yet well established and — perhaps surprisingly — have developed
quite separately.

Project management is a ‘standardised’ field. Since common competences are expected
almost everywhere, the world-leading professional associations like IPMA' and PMI® have
developed competence standards, used for training and assessing of required competences of
different project-related personnel, starting from certified associates and finishing with project
directors (as IPMA Level A, what is actually a qualification of programme or project portfolio
manager). In addition to the aforenamed there are more similar concepts, elaborated and used by
(bigger) national professional associations. Although (at least up to now) there is no global
competence baseline, the existing proven concepts will continuously develop and will be used
continually.

The field of entrepreneurship is much less ‘standardised’ and there are no generally
accepted competence baselines or ‘bodies of knowledge’. There is a particular reason: the
professional standard cannot fill one of its common functions — to help employers recruiting
employees, because an entrepreneur has no employer. But nevertheless, there are some
examples. For instance, the Consortium for Entrepreneurship Education (in US) has elaborated
a National Standards for Entrepreneurship Education [1]. This document denotes quite a
comprehensive set of competences for a prospective entrepreneur. In addition, Fastre and Van
Gils [2] provide a more compact, but also blanket set (or classification) of entrepreneurial
competences.

Competences of project management and entrepreneurship seem to have very little in
common, but even simple verbal analysis gives some results. For instance, in the field of
entrepreneurship [1] denotes a competence like “M.05 Develop project plans” and [2] two

" International Project Management Association (www.ipma.ch), its competence standard is named
International Competence Baseline, the current version 3.0 was issued in 2006.

? Project Management Institute (www.pmi.org), its competence standard is named Project Management
Body of Knowledge (PMBOK), the current 4™ version was issued in 2008.
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(related) competences: “time management, project management”, classified as “Strategic
competences”. In the field of project management, the IPMA ICB mentions entrepreneurship —
in competence element “2.08 Results orientation” (among topics like communication,
delegation, etc.), which belongs to the group of behavioural competences. In this competence
element, “Behaves like an entrepreneur” is considered adequate behaviour but “Is merely
following orders” is a behaviour which requires improvement. The paper will provide a more
in-depth analysis and try to show that there are several constitutive links and overlaps and
potentials for synergies.
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Over the past years before the world financial and economic turbulences, the Baltic
States have been the fastest developing economies in Europe. The Baltic insurance industry
was a direct beneficiary of this economic miracle. After the booming years insurance business
suffered from the economic downturn as the income from main business operations did not
show sustainable growth and companies were forced to gain extra income from investing
activities. So the relevance of asset allocation problem gained extra attention in the particular
industry.

The main purpose of the current paper is to provide the foundation for the development of
the internal portfolio model for insurance companies. The reader is going to be instructed on the
essential aspects of the (,u, LPM )—portfolio model which, on the one side, enables its critical

review, and on the other side, provides a platform for its later application in the practice of
portfolio management. The research is concerned with the portfolio selection based on the
downside risk and mean, which utilizes risk measure corresponding with the risk understanding
of the prevailing number of investors. The paper analyses the impact of two portfolio models
representing two basic approaches in the modern portfolio theory. The first model is well known
Markowitz’s portfolio model with the asset allocation based on mean and variance; the second
one, mean-downside risk portfolio model, differs in the risk understanding.

The asset universe covers several emerging equity capital markets and the developed
equity capital markets. The examination period is set from 2007 to 2009.
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Processes of globalisation, liberalisation and concentration of the financial capital, have
generated new outlines of a world economy. The financial convergence as a new phenomena of
contemporary financial system presupposes assimilation of banks, insurance, investment,
pension funds, etc. and allows three basic forms of financial conglomerates coexistence:
bankassurance, assurfinance, allfinance, meaning transition from product-oriented to client-
oriented strategy of the integrated financial products sales. Financial conglomerates create
specific risk management strategy which regulates: consumption market risk, potential conflict
of partners’ interests, informational technologies risk, deregulation risk.

Risk — is a central element both bank and insurance business. The financial companies
differ essentially from other commercial enterprises as they accept risk, cover risk, mediate and
raise profit from risk. The liaison between several different functions’ partners in financial
conglomerate cause the interaction of risks accepted by them. As financial conglomerates are
considered to be big shots in the capital market influencing on the general economic situation,
the state shows a particular interest to these organizations. The prior attention is given to the
regulation of those risks which are accepted by financial conglomerates.

There exist basic risks connected with convergence of products and services in financial
conglomerates and change of systems of the state, regional and international governance:
deregulation risk, consumption market risk, potential conflict of partners’ interests,
informational technologies risk.

The first risk of deregulation is connected with the governance of financial conglomerates
activity Considering different variants and scenarios of financial conglomerates governance, it is
possible to consider a first variant at which the basic object under control and supervision in the
consolidated form is the central operating nucleus. However this model faces the following
obstacles: the legislation conflict, the conflict of the goals, the conflict of interests.

The second variant of governance system engineering deals with the introduction of
regional structure of regulation. Its basic advantages are a relative simplicity and cheapness. So far
as in many countries the supervision bodies regulating financial intermediaries activity already
exist, it is possible to ascertain that, at least, the base for development of this scheme is available.

Creation of the international system of the institutes supervising financial activity of the
private companies can be the alternative to the regionally-oriented approach. The development
of supranational institutes of control also bears its complexities and possible dangers.

Natalia P. Kuznetsova 85



Current Issues in Management of
) Business and Society Development — 2011

May 5 -7, 2011, Riga, University of Latvia

The second financial conglomerates risk management concerns the negative influence of

financial groups activities on the consumer market.

The third risk — potential conflict of interests.
Potential conflict of interests — is an endemic problem for a financial complex. The

conflict of interests necessarily arises and develops in a financial conglomerate if it does not
operate for the sake of clients interests. The basic classes of the conflict of interests are:

e Salesperson’s stake.
Stuffing fiduciary account.
Bankruptcy risk transfer.
Tie-in sales.

The fourth_risk — information technology implementation.
Nowadays the international financial system is becoming a global information-financial

complex. Therefore functioning of financial conglomerates depends on risky changes occurring
in WWW. business environment.

Bibliography

1.

e

Sk W

86

See: Kuznetsova N.P. Convergence in the Financial Services Industry: the case of Russia. Economic
Review. Osaka City University. Vol. 44, March 2009, N 2. PP. 3-21.

Huknrnaa T. B. K Bompocy ennHOW cuCTeMBl (HMHAHCOBOTO Ham3opa B EBpome B yCIOBHSX
¢unancoBoi rimodanusanuu. CII6I'Y, 2007.

KYC is deciphered as “Know Your Customer”.

http://www.bis.org/publ/bcbs110.pdf?noframes=1

IMeponkesuu X. banku XXI Beka //“bankoBckoe aeno”, 10/99.

Hermanson, Heather M., An Analysis of the Demand for Reporting on Internal Control //Accounting
Horizons. 08887993. Sept. 2000, Vol. 14, Issue 3. Database: Business Source Premier.

OrneHka pHcKa M BHYTPEHHHH KOHTpPOJb. XapaKTEpPUCTHKA M YYeT Cpedbl KOMIBIOTEPHOH |
nHdpopMannoHHoi cucteMm: IlpaBuio (craHmapt) ayaumTopckod aesrtenbHOcTH // Aymurop. 2000,
Ne 12, C. 51-55. — (CrannapTsl ay TMTOPCKOM NESITEIEHOCTH).

Natalia P. Kuznetsova



Current Issues in Management of
) Business and Society Development — 2011

May 5 -7, 2011, Riga, University of Latvia

COMPLIANCE RISK MANAGEMENT IN LATVIA’S
BANKING SECTOR

PhD Student Arnis Lagzdins

Banku augstskola
E-mail: Arnis.Lagzdins@gmail.com

Keywords: banks, compliance, compliance management, risk management, Latvia.

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
requirements to a senior manager responsible for compliance risk (head of compliance). 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 2004 and this
stimulated a large number of studies and supervisory regulations on compliance matters. There
are no such studies in Latvia or other Baltic countries. This gives an impulse to organize a
research to show developments and trends in compliance practices followed by banks in Latvia.
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 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 qualification of the compliance
senior manager. They should be so called T managers with deep (vertical) knowledge in
different areas' and specific compliance management skills (horizontal). Different training and
certification systems should address the first part, but there is very little discussion and training
regarding second. In Latvia currently this is just a self learning process. 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 planned research focuses on the following issues: general information on the
definition and framework of compliance risk, organizational structure, reporting, compliance
culture, purpose and tasks of the compliance staff, assessment of the compliance staff
performance and of the risk.

In EU the Selected Directives are making compliance landscape: the Capital Requirements Directives (the CRDs);
the Transparency Directive; the Markets in Financial Instruments Directive (MiFID); the Third Anti-Money
Laundering Directive (3AMLD); the Prospectus Directive and the Financial Conglomerates Directive.

% A method by which the bank manages the entire compliance process.
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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 researchedbased pharmaceutical company as the expiry of a patent,
of a strongselling 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
medicine rebate contracts (“ArzneimittelRabattvertrige”) the patent expiry became increasingly
important while many generic PLM strategies lost their effectiveness. On January the 1% 2011
the additional cost arrangement (Mehrkostenregelung) was established which gives customers
the possibility to buy a branded pharmaceutical instead of the generic substitute, which is
contracted by their compulsory health insurance fund (CHI), if they accept to pay a priori and
disclaim the refunding of the additional coasts of the branded pharmaceutical . This way a
pharmaceutical company could generate revenues in the CHI segment after patent expired. This
paper presents the analysis of the questionnaire based interviews of pharmacist researching their
opinions after one month experience with the additional cost arrangement.
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Defining a strategy to improve the competitiveness of a higher educational institution
requires the evaluation of this strategy. The importance of conducting such an evaluation is
due to several reasons. Among the main reasons are: developing measures to improve the
competitiveness of a higher educational institution, the development of programs to enter
new markets, the formation of the assortment and price policies. The aim of the evaluation
is to determine the competitive position of the institution on the market. Achieving this aim
is only possible when there is a timely and objective methodology for assessing the
competitiveness. This methodology makes it possible not only to evaluate the competi-
tiveness of the higher educational institution but also to offer concrete measures to improve
its competitiveness.

Competition on the market of educational services is a rivalry between educational
institutions to attract customers to the desired institution. Competition between universities
offering similar educational services takes place on the market.

Each higher educational institution strives to offer services better than the
competitors do, to provide additional terms and benefits. The competitiveness of a higher
educational institution depends on its ability to stand out among other universities by virtue
of the best socio-economic indicators, such as the quality of education, tuition fee, forms
and methods of training, terms, location, prestige, advertising and many others [1].

To solve the problems of adaptation and development in the market conditions higher
education institutions face the need for the expanded analysis of their activities, as well as
for the analysis of the market of educational services, and for the assessment of the market
positions of higher educational institutions.

The key matters of this research are: systemic approach to human resource
management in a private higher educational institution, comparison of the criteria of
competitiveness of higher educational institutions and study programs, and the
application of the method of sociometric matrices to complex ratings in a higher educational
institution.

A higher educational institution is an open system and its development requires
the coordination of internal capabilities with the needs and changes of external
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environment. Also a lot depends on the processes occurring in the external
environment which significantly influences the internal environment of a higher educational
institution.
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Nowadays the economic challenges influenced by the global economic crisis have made
export increasingly important for entrepreneurs and countries overall.

With the aim to assist companies within their internationalization development processes
and to contribute the economic development of the State, public administrations do create
export promotion policies. Over the years a number of articles have discussed the concept of
state export promotion policy and its organizational aspects. With reference to the surveys of
World Bank there is a common understanding about main instruments and goals of export
promotion organizations.

The world economic crisis hit the economy of the Republic of Latvia particularly hard
shrinking the GDP by 18.0% in 2009. But there are first signs of economic recovery shoved by
increasing share of export in state foreign trade balance. Export growth has been on rise for the
last three quarters of 2009 and in December 2009 the export growth record was positive for the
first time in annual terms. In the first half of 2010 Latvian goods export in nominal terms grew
by 22.9% year-on-year, suggesting a notable advance on competitiveness.

According to the Global Investment Promotion Benchmarking published by the World
Bank Investment and Development Agency of Latvia (LIAA) has been announced one of the
top 10 performing national Investment Promotion Intermediaries (IPI’s) in the World. During
the last years LIAA has structured their activities to anticipate the rapidly changing needs of
businesses and markets by offering the appropriate services.

The purpose of this article is to look closer and analyze export promotion instruments
used by LIAA during the last three years and to compare them with common understanding
about functioning of export promotion organizations. In conclusion the suggestions for further
research in the field of efficiency of state export promotion organizations are displayed.
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Nowadays organizations operate in complex, uncertain, and often contradictory
situations. Nevertheless, a myriad of decisions are made under certain circumstances or
constraints. The field of this contribution is internationalization processes and dynamic
environments of emerging markets (the market of Russia as an example for empirical
investigation). However, in spite of high risks many companies do make investments in
emerging markets and expand their business. The underlying research aims to investigate the
influence of different kinds of uncertainty on the foreign direct investment (FDI) decisions.
For this purpose, the research design based on secondary data analysis and expert interviews
was developed. The contribution of this paper is two-fold. First, it explains the different types
of uncertainty in regard to the emerging market of Russia and their influence on FDI decisions
(based on research papers published in peer-reviewed journals in the pre-crisis period).
Second, it provides the results of the empirical investigation (semi-structured expert
interviews carried out in August 2010 in Moscow) in order to prove the main statements from
the first part, to compare those and to find out the differences in pre-crisis and crisis times. In
closing the paper suggests directions for further academic research and presents practical
managerial applications.
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The given article is devoted to the problem of term deposit funds rising by commercial
banks under affordable prices. The topicality of this problem has grown particularly due to the
financial crisis in Latvia and the high competition among Latvian banks in the domestic market,
which generally requires banks to export term deposit services. The aim of this article is to
explore the Latvian commercial banks’ term deposit services export opportunities. To achieve
this aim, three main tasks have been set:

¢ to find out reasons due to which customers (individuals) are ready to switch to another

bank;

¢ to analyze term deposit service export methods;

e to cognize foreign depositors’ willingness to import Latvian banks’ term deposit

services.

For solving of mentioned tasks following research have been carried out:

o there were analyzed the advanced research on customers’ preference for banking
services, legislation and Latvian commercial banks’ experience in export of term
deposit services;

o there was made a survey of the European Union residents on their willingness to
import term deposit services.

In the result one has find main reasons due to which clients switch banks, the most
effective (in matter of time and cost) way of term deposit services export, as well as one has
brought to the light European Union residents readiness to import banking financial services
under the scheme “Remote internet deposit”.
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Almost all countries in the world are involved in the world trade of financial services.
However, if for most countries the export of financial services is only a side result of their
foreign economic activities, for some countries it composes their constitutive source of income.
The purpose of current research is to determine the factors that influence the export of financial
services thereby explaining differences in geographic allocation of financial services export
through the world. For achieving this purpose such research methodology as analysis of selected
literature on financial services, an expert survey, as well as mathematical processing of the
obtained research data was used. In the result of the research one has reflected common factors,
which according to the financial experts’ opinion have the most significant influence on any
country’s export of financial services.
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Massive market liberalization, initially commenced by privatization as a part of
Thatcherism in the United Kingdom and Reaganism in the USA, is regarded as a start for the
third wave of globalization. It is known as a period, started more than 30 years ago, which
remarkably has changed global order. Contemporary world order and global integration is
referred to discourses of globalization which are structuring modern societies [1]. International
economical and political relations, intercultural communication and international business are
most linked and influenced issues by globalization. States and international organizations are
among key participants of the system while international trade is among most important
contemporary challenges. Service trade, particularly in the form of international tourism, is
ensuring its position as global economic sector, while various aspects of globalization and their
presence is also increasing.

Issues of international tourism business management are sharply changing, as the
content of international tourism business environment is being changed by the market.
Development of globalization and especially third wave of globalization is closely related to
development of contemporary international tourism business. Due to increasing political
democratization, economical liberalization, international trade and technological progress
international tourism has been able to experience stable growth since early 1950ties of 20th
century reaching number of international travellers of almost 1 billion in 2010. It is also
expected that number of international travellers will double within next 10 years [2]. These
remarkable changes have been possible due to decreasing costs of travelling, facilitated costs
of communication and generally increasing welfare of societies and they have had substantial
impact both on local communities as well as global society. International tourism having its
origins in Western European societies has been able to benefit significantly from results,
stimulated by discourses of globalization: market liberalization, democratization, increase of
wealth, free capital flow.

On the other hand, further globalization of world societies sets a list of new challenges for
the management of international tourism. Changing structure of international tourism and
profile of international travellers, in the context of new emerging markets, requires formulation
of new business strategies respecting core principles of intercultural business communication. In
the framework of globalization, Europe, as international tourism destination is loosing its
market shares and recovery of Europe’s outbound tourism is also slower than in emerging
markets of international tourism, reports current tourism statistics [3]. Having new business
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opportunities thanks to increasing wealth of various nations, international tourism business is
requiring strategies and managers with appropriate knowledge on general concept of
globalization as well specifics of cultural importance in business communication. European
tourism should be able to transform business concepts adjusting them to expectations of
emerging markets to keep its competitiveness.

The aim of this article is analytic literature review illustrating the linkage of globalization
and its discourses in the international tourism and to define areas of challenges in the context of
changing market situation through issues of intercultural communication.
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The article contain the comparison between the economic situation of European Union
and Germany as state of the European community and the situation in business, based on the
focus on export into the EU market and third markets in the world and China. In this case,
China with his strategy in support the consume orientation from the internal market from the
United States of America. The article will display the current situation and the EU and that the
situation of Germany is similar to the current situation of China in supporting foreign countries
to support the own export oriented business and society. In the section about the current
situation it will be displayed, that the worth from the Chinese currency and their fixed exchange
rate allows China to support the United States of America in a way to stabilize consumption in
which also Germany can act based on the similar currency in the European Community and the
fixed exchange rate in the community.

Out of this situation it can be discussed, if this system can be a reason for the fast
recovery from Germany and China out of the financial crisis in comparison to the United States
of America and part of Europe. It will descript shortly what are the reasons and the future
perspective for the countries in the European Union, as also for the United States of America,
facing the debts from Germany and China.

Overall this situation is one of the current issues in our society and as one of the outcome
from the financial crisis 2007 — 2011 an important topic for global economy and the ongoing
discussion about trade deficit in the European Union and the United States of America. The
situation with the trade balance deficit and the support of banks and countries brings up again
the discussion about a world currency or often called Bretton Woods 11, which is also displayed
and discusses at the end of this paper.

Knut Linke 97



Current Issues in Management of
) Business and Society Development — 2011

May 5 -7, 2011, Riga, University of Latvia

DEMAND ELASTICITY ANALYSIS APPLICATION
FOR DEMAND FORECASTING

Mg. sc. soc. Laura Lismente
University of Latvia
Aspazijas bulv. 5, Riga, LV-1050, Latvia
Phone: +371 27578110
E-mail: laura.lismente@live.com

Keywords: demand elasticity, empirical elasticity coefficient, theoretical elasticity coefficient, demand
forecasting.

Today in most markets there is information asymmetry problem that indicates that a
company should plan present and future action on the basis of reasoned decisions. For a
company it is important to assume quality marketing decisions, what makes a permanent link
between businesses and markets.

By analyzing demand elasticity, it is possible to obtain important information to create a
different strategies and future plans in the market. One of the valuable ways to do this is by
using the forecasting demand elasticities. In assessing the factors that affect the demand, may
increase competitiveness and maximize profit. For example, can realize adequately settled
pricing policy, which is oriented at the company target market; the assessment of the consumers
will give those aspects whose determine their behavior in the market, etc. In the result, the
promotion of the quality elevation and structural improvement is gained. Elasticity of demand is
an important factor in forecasting demand and its changes in the future.

Projections in the development process is to reduce uncertainty in decision-making, to
produce information for decision-making, to consider the potential consequences of
implementing the decision. In performing demand forecasting, using the demand elasticity
coefficients may get various forecasts, depending on the surrounding factor (empirical elasticity
coefficient forecasts) and factors combine (theoretical -elasticity coefficient forecasts).
Elasticities are useful because they are unit free, i.e. their values are independent of the units in
which the variables measured. In demand forecasting often uses regression models. Multifactor
regression models analyses fruitful variable changes.

The aim of the research is to analyse and estimate demand elasticity coefficient usability
for service enterprise demand forecasting. The following tasks are stated to achieve the defined
aim: empirical and theoretical elasticity coefficient determination; demand forecasting with
elasticity coefficients and gained results assessment. The research object was telecommu-
nication enterprise net turnover and its forecasts for 2011 year. The research focuses on
modelling and forecasting of telecommunication enterprise demand with two demand direct
influencing factors — an average service price and a marketing/project costs.

In assessing the forecast results, the author concludes that, using the empirical elasticity
coefficients, the forecast closer corresponds with the last known net sales value. On the other
hand, using the theoretical elasticity coefficients, the forecasts are based on several factors, what
is closer to the realities of the market in which on demand very rarely affects only one factor.
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For the theoretical elasticity coefficient forecast models need to evaluate the quality of the
statistical model that allows increasing the results objectivity and quality. The research results
with the most accurate forecasts by months was gained with dynamic row improvement
method — time series discounting semi-logarithmic curve method, and by quarter — with time
series discounting weight ratio coefficient linear trend function calculation method.
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Project management has well established standards like PMBOK® [1], where
42 processes are described and assigned to 9 knowledge areas and 5 process groups. Processes
to manage programs are described in an additional PMI standard [2]. PMBOK does not
include processes on project finance. A full knowledge area on finance is missing as discussed
by Rao Aamir Khan [3]. The PMI standard on program management now includes processes
on finance in programs [2].

Rao Aamir Khan introduced the following processes for project finance in his thesis [3]:

1. Identify Existing Finance Management Strategies

2. Identify Financial Needs

3. Develop Financial Schedule

4. Mitigate Financial Issues & Risks

5. Monitor and Control Cash Flows

6. Review Finance Management & Lesson Learned

These processes were designed according to PMBOK standards.
The last edition of the PMI standard for program management includes the following
processes which are defined in a special knowledge area on finance:
1. Establish Program Financial Background
Develop Program Financial Plan
Estimate Program Costs
Budget Program Costs
Monitor and Control Program Financials

wnhkw

The approaches will be explained and compared. Proposals to fill the gap in project
management and program management regarding financial issues within PMI standards will be
presented.

100 Katrin Lohr, Rao Aamir Khan, Peter J.A. Reusch



Current Issues in Management of
) Business and Society Development — 2011

May 5 -7, 2011, Riga, University of Latvia

Peter Reusch initiated this research, Rao Aamir Khan delivered the proposal for processes
in project management, Kartin Lohr applies the results collected so far for a redesign of the
course on project finance within the European Master in Project Management. Together we will
continue our research in this field.
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The role of stimulating and active use of intellectual skills of employees currently trends
to increase radically at private enterprises of Latvia.

It may be explained by attempts made by the enterprises to survive in the conditions of
economical crisis and the lingering depression: the Gross Domestic Product of the State has
decreased by 18% in 2009 and by 0.4% in 2010. [1]

There is a number of problems hindering the implementation of intellectual potential of
the employees. Such problems include establishing of effective continued training system;
identification of efficient forms of remuneration; organization of reliable protection of the
resulting intellectual product, and legislative shortcomings in the field of regulation of
entrepreneurial activity. [2]

The last mentioned problem, in particular concerning the norms of taxation reforms
during the most recent two years, not only prevent development of intellectual activity of human
resources but also pose active obstacles to such process. Tax-related risks trend to represent the
most urgent ones in Latvia, The income gained by proprietors of intellectual property from
transfer of such property into the use or possession of another party may be subject to taxation
in Latvia according to five different schemes. The involved tax burden may range from 0% and
15% to 60%. It depends on proper allocation of the remuneration to a certain group of income,
such as income gained from sale of personal property; income from capital gain; income from
professional creative activities; royalty, or wages.

The core of the problem is lack of criteria to be used by manager of the enterprise
acquiring a subject of intellectual property to allocation of the remuneration payable to a natural
entity to a certain category of income.

The authors of the Article propose to proceed with development of such criteria pursuant
to the norms of the International tax legislation in the field of double taxation. Each of the five
groups of income present in Latvia (from transfer of intellectual property of a natural person
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into use or possession of another person) is identified in the Article on the basis of such criteria.
It is proposed to introduce appropriate explanations into the regulatory acts of Latvia.
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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 [ 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
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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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Purpose — Interest rate risk is one of the external risks every company is faced with. With
a thematic priority on the management of the liability side, the paper aims to give an
academically profound overview over plain vanilla over-the-counter derivatives which allow the
pro-active management of this market risk.

Design/methodology/approach — The paper introduces possibilities of corporate
finance in combination with derivative instruments. In doing so, it provides an overview
which distinguishes between money market and capital market maturities on the one hand,
and between premium free solutions and instruments subject to premium payment on the
other hand.

Findings — The pro-active management of interest rate risk is appropriate to reduce the
randomness of interest expenditures and delivers possibilities to increase the business success.
In the light of these findings, corporate finance management could be well advised to actively
manage interest rate risk by using interest rate risk derivatives.

Research limitations — Derivatives with more complicated payoffs, so-called exotic
options, as well as derivatives dealt on stock exchanges are not covered by this paper.

Originality/value — Derivative interest rate risk management solutions are often
described as risk enhancing speculative instruments. By giving a systematic and academically
profound overview, the paper aims to provide a basic interest risk management compendium to
academics, students and practitioners.

Hermann Maschl is head of funding in HYPO NOE Group, a bank owned 100% by the state of Lower
Austria and primarily specialised in Public Finance. In addition, he holds lectures on a regular basis on
interest rate and foreign exchange risk management, amongst others at the Johannes Kepler University
Linz. Hermann earned his academic degree in Banking and Finance from the University of Applied
Sciences BFI Vienna.

106 Hermann Maschl



Current Issues in Management of
) Business and Society Development — 2011

May 5 -7, 2011, Riga, University of Latvia

CONSCIOUSNESS AND LEADERSHIP

Margareth Elisabeth Mayr
Consultant in Strategic and Change Management
Adjunct Professor in the Business Department
University of Applied Science in Kufstein, Austria
Wolfsgrubnerstrasse 5, 39059 Oberbozen, Italien
Phone: +49 170 9126 985
E-mail: Margareth@mayr.bz

Keywords: leadership, consciousness, conscious organizations, spirituality, consciousness leadership.

This paper provides an overview of current literature discussing consciousness
development, and its implications on leadership. As defined by diverse researcher, Leadership is
primarily structured in consciousness, which means the capacity of leaders to achieve
superlative performance for themselves and for those they influence spontaneously and
progressively unfolds with the development of consciousness. There is a huge untapped human
growth potential in today’s society; consequently it is possible to develop excellence in
leadership and fellowship on a large scale [1].

The author discusses different well recognized frameworks of consciousness
development, synthesizing key themes and characteristics of the development process. An
additional major focus of the paper is the impact conscious leaders have on organizational
structure and design, as well as the newly defined measures of success of consciously structured
organizations. It is suggested that CEOs who have undertaken a path of transformative
spirituality have an obligation to assist others in ascending the spiral. They can create a structure
and an atmosphere within the organization that would encourage subordinates to have a desire
for greater self-knowledge, personal psychological growth or spiritual development [2].

The main contribution of this paper is to integrate existing literature on new leadership
philosophies and paradigms and thereby offer a more comprehensive picture abut “conscious
and spiritual leadership”.
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The Baltic countries — Latvia, Estonia and Lithuania — are geographically small and the
total number of inhabitants is less than seven million. Facing the challenges of global
competition they emphases the advantage of their main and the most competitive recourses —
highly educated society and well developed science based on the research, innovation and
modern technologies. Development of the scientific activity within the national innovation
system has been set as one of the priorities for future growth. The main obstacle that prohibits
the development of scientific activities in the Baltic countries is restricted amount of funding for
research and development (R&D). At the situation of the recent crisis, when the financing for
R&D has decreased there is necessity to invest the European Union (EU) Structural funds
financial contribution in the most efficient and effective way.

The aim of the article is to analyze impact of the EU Structural funds assistance on the
development of the scientific activity in, Latvia, Estonia and Lithuania.

To meet the aim of the article following tasks are set:

o Compare the structure, fields of support, regional distribution, and delivery schemes of

EU Structural funds in Latvia, Estonia and Lithuania;

e Analyze if there is significant impact of the use of EU Structural funds assistance in
programming period 2004-2006 and 2007-2013 on the output indicators of the
scientific activity in Latvia, Estonia and Lithuania;

e Study the coloration between EU Structural funds financial contribution and the
impact indicators of the scientific activity in Latvia, Estonia and Lithuania;

e FElaborate suggestions for more efficient spending of EU structural funds in the
programming period 2014-2020.

The analysis has shown that support of EU Structural funds has positive impact on
number of applied research carried out. EU Structural funds assistance helps to develop
fundamental research activities and innovative approach to the science that is one of the
preconditions for the development of states’ competitiveness. In conclusion, the author resumes
that it is necessary to establish a strong link between higher education institutions, research
institutes, and entrepreneurs in the process of building effectively working national innovation
system.
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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. Revolutionary developments in economics are rare but happiness research,
however, has the potential to change economics substantially. [1]

When asking “What makes us happy?” Layard summarizes seven factors for happiness:
Family relations, financial situation, work, social environment, health, personal freedom and
philosophy of life. [2]

For companies the happiness or satisfaction of employees is essential. According to Frey
& Frey Marti employees who are happy with their lives in general in with their job in specific
are less absent from work, work with more motivation and preciseness and are therewith more
productive. As a consequence customers of such companies very probably will be happier as
well and customer loyalty will be higher. If employees and customers are happy this will
influence the performance of a company. Lots of management literature and work-psychology
literature are available in the field of how to increase employee satisfaction and happiness in
companies. [3] This is one of the main targets of human resource management in today’s
companies.

Nonetheless happiness of individuals at work to some and maybe a major extent is a
result of decisions taken by individuals prior their actual employee situation. These are
decisions on which education to choose, decisions on which job to apply for and more.

Frey states that “... 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.” [4] It seems important that people
improve their judgment and prediction of personal future utility of alternative jobs in order to be
able to optimize decisions and to achieve the highest possible level of happiness and satisfaction
in their future lives — and jobs. This seems relevant for individuals as well as for companies and
economies.

This research paper focuses on the factor “work™ and on individuals’ decisions regarding
their jobs and prior educational search. Typically there are various decision phases in a person’s
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career development: early educational decisions mainly taken by parents, decisions regarding
higher education or apprenticeship, selection of majors, first job selection, decisions on
retraining and so forth. In this paper the situation in Austria is analyzed and it is an approach to
answer the research question of “How are decisions regarding job search and prior academic
education selection being taken and supported in Austria today?”
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Experience teaches that any born firm will die — eventually. Individual lifespan and life
course are ultimately uncertain. Nevertheless many scholars and practitioners have been
researching to identify general patterns or stochastic processes and to conceptualize
(normative) life cycle models. The underlying intention of this research is to explain and
predict firm developments with sufficient probability. This could facilitate in particular
company analysis, strategic planning, organizational change and renewal, restructuring and
crisis management.

Life cycle models in general are restricted in scope (variables, lifespan stages,
object/subject of reflection). If reality does not match the scope, a solid prediction or analysis
based on the model hardly is possible — even if the model (in its limits) can be proofed by
empirical evidence.

This paper presents an attempt to unify various life cycle approaches within one
framework. On the one hand this could reduce restrictions for prognosis and analysis of firm
development. On the other hand the general limitations for any of these life cycle models are
detected. This conceptualization benefits substantially from psychology’s dialectical lifespan
development theory.
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Environmental non-government organisations (NGOs) and local activist groups, as part of
organised civil society, can play crucial role in preventing some economic activities from
implementation if those are considered to be harmful for environment. These groups use various
tools to communicate their negative attitude and attempt to mobilise public opinion in order to
influence decisions of local or national governance institutions in their favour. However in the
context of environmental governance those types of participatory activities (including protests)
might be necessary and important to have the system of checks and balances in place.

The paper reviews tools used and types of activities that these groups undertake. Author
distinguishes between forms of institutionalised public participation and environmental activism
as a more confrontational and supplement institutionalised public participation opportunities.
Paper also looks at how environmental NGOs and activist groups interact with other
stakeholders and what participation methods these groups use. Author seeks to find out whether
these activities indeed provide the system of checks and balances and contribute to
environmental governance in a constructive way? Do protest activities have similarities and
could they be taken as lessons learned and used to improve environmental governance?

Author uses desk research, case study and participatory research methods to analyse
protest activities of environmental NGOs and activist groups. Author has chosen few thematic
issues that have gained media attention and uses simple framework to analyse environmental
activism in those cases. Author concludes that local activist groups tend to stay focused on one
local issue; their contribution to environmental governance is indirect and cannot be viewed as
systemic. Environmental NGOs in their activities however seek to ensure permanent
improvements in environmental governance through better regulatory framework or public
participation. However these case studies might not be fully representative therefore the results
should be further tested in practice.
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Productive management communication has been studied in academic research as it is
one of the key factors for effective entrepreneurship realisation. Research has confirmed that
companies which realises effective communication cost — effectiveness has been raised by
47% in comparison with the companies which have weaker communication programme or do
not have it. Recent development of technologies and communication tools has developed new
approaches and more effective tools for business communication which has been examined
also in academic research and scientific publications as well as mentioned by entrepreneurs.
Often in research are examined obstacles bothering effective business communication: among
them — persona; factors, differences in life perceptions, different communication skills,
different experience and validity of information sources, demographic differences. There exist
some differences in productive management communication related to historical traditions
and values. Authors have made empirical research to examine influence and significance of
mentioned above factors for entrepreneurs in Latvia with special attention to productive
management communication: online and face — to face. Results of structured interviews will
be used to develop more detailed questionnaire for deeper research. Research methods used:
academic publications analysis, structured interviews of entrepreneurs. For data processing
used methods: descriptive statistics — indicators of central tendency or location and indicators
of variability.
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Within last decades South Korea achieved prominent results in economical and social
development. Started from very law positions (GDP less than in Somalia and Afghanistan in the
1960s) it became a member of OECD in 1996 and the 14™ world economy in 2010 [1]. Being a
great example of catching up development (model of “flying geese” [2]) and a state of
development, South Korea used various methods and ways to promote its economical and social
growth. Its development had several stages with different accents at each stage. At first, it used
the specialization in comparative advantages, like cheap labour, natural resources, agriculture
and geographical situation. Then, during accelerated industrialization South Korea adopted
some elements of planned economy and built a powerful diversified industrial sector based on
big private industrial and export conglomerations (chaebols) which became real locomotives of
industrialization and further growth. In 1990s the government took a course to wide support of
micro, small and medium enterprises (MSMESs) and innovative development having created
geographical agglomerations of knowledge and industry.

During all stages South Korea always managed to combine open market economy with
non-market methods, such as:

e direct administration of markets;

e direct and indirect agriculture protectionism;

e financial preferences to chaebols and, later, MSMEs, including customs tariffs, tax

incentives, state credits, support of exporters;

e development of new labour ethics;

¢ using of labour law for support of industry;

e increase of human capital based reforms of higher education, and;

e very important (and often underappreciated) information components of

industrialization and modernization, including creative use of historical background,
articulated state ideology, clear verbalization of aims and targets.

In times of globalization and open markets innovations become the key ingredient for
economical and social growth. According to ideas of J.Schumpeter [3], the main target of
innovations is to get the oligopolistic rent over the market profit. Such rent is shared between
entrepreneurs, banks, workers and the state. Therefore, as “a stakeholder” of innovative
development the government of South Korea does its best to support all kinds of innovations in
the country and to protect innovative companies using non-market methods too.
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The aim of the research is to study and summarize South Korean experience in use of
non-market methods for development of a modern knowledge-based economy. The main
tasks were to define the most important non-market methods and their impact to Korean
economy.

Studying, adoption and implementation of the best world practice may help Latvia and its
regions to catch up developed economies faster avoiding extra expenses and losses inherent to
the pioneers.
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The digitalization of society has already impact all parts of daily life — in private, the
business world and also the Public Sector. Even if a majority of the Austrian population already
participates in a digital network society — and the number of Internet users is still increasing —
nearly a third of the population has no individual access to the Internet. [1] As the Austrian
Public Employment Service — the Arbeitsmarktservice Osterreich (hereinafter AMS) has to
fulfill a public mandate on the one hand and has the goal to establish itself as a modern service
provider on the other hand, one of the most challenging purposes in the forthcoming years will
become to tackle the Digital Divide within its group of clients.

It is obvious that the digitalization of the society and the related advance of the Internet in
the last decade have a huge impact on most of the people and their daily life all over the world.
While one part of the world’s population unequivocally benefits from the so-called “World
Wide Web” there is also no doubt that Millions of people worldwide, both in developing
countries and the Industrial countries have no access to the Internet at all. There are a lot of
reasons why people are barred from the digital world but what can be observed is the fact that
underprivileged sections of society are particularly affected. As the digitalization in business
often goes along with modernity and service orientation one must not forget the group of people
who can-not be reached because of their missing access to the Internet. This fact becomes even
more important for companies of the public sector which want to become always more service
orientated on the one hand but in the first place have to fulfill a public mandate. One of the
greatest challenges for companies of the public sector is to counteract the risk of the digital
divide which may intensify existing structures of inequality within the society. The AMS in the
person of Dr. Erwin Buchinger, former Austrian Minister of Social Affairs, has recognized the
hazards that can be caused by the digital divide and has set itself the target to find ways to
minimize the digital divide regarding the services provided via Internet. The paper shall help
exploring which strata of the population and clients of the AMS are especially vulnerable by the
digital divide why they are affected and to which extent. Furthermore possible solutions shall be
pointed out and analyzed.
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Nowadays, when information technologies are developing rapidly, people have to catch
up and stay up to date with all the latest innovations and developments in the area.

Modern information technologies provide powerful yet easy-to-use solutions that can be
utilized by any businessman to maximize the efficiency of their business. Electronic documents
are one of those solutions — they allow speeding up and optimizing of document processing,
minimizing the risks of document loss, providing several other benefits at the same time:
increased competitiveness, optimized business processes and significantly lower operating cost,
which is very important in business world.

At this moment, many Latvian companies are utilizing electronic documents or Electronic
Document Management Systems (EDMS). Although, there was some confusion regarding
electronic signatures: there was no information on electronic signatures, their purpose and
benefits; there was no single standard for electronic signatures available at the time, thus forcing
business to create their own signature or use EDMS to create one. However, the situation in
Latvia is rapidly improving: this year, one single standard for electronic signatures was
introduced to all Latvian citizens — the author thinks that this will influence the popularity of
electronic documents among the natural persons.

In this article, author aims to analyse Latvia's new electronic signature system and to
compare it with the solutions, that available in the European Union. The author is also going to
analyze on the electronic documents and electronic signatures from business’ point of view,
demonstrating the importance and significance of those systems in business world. Author will
also demonstrate the possible application of electronic documents and electronic signature in
real world, reviewing them from a user’s point of view, assessing all of the advantages and
disadvantages.

It is worth noting that the author has done a thorough research on this subject using all the
information that is available at this moment.
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Economic crisis has emerged a significant difference between quality of Latvian
commercial banks’ credit portfolio, which ranges from minimal deterioration to loss of major
credit portfolio quality. As a possible reason for this effect author puts forward influence of
specificity of crediting methodology used by Latvian banks. To verify this hypothesis the
purpose of paper is to make up systematization of Latvian banks’ household crediting
methodology. For achieving this purpose one used such research method as bank internal
documentation analysis. In the result of current research the specific characteristics of Latvian
banks’ used methodologies that could cause difference in credit portfolio quality were
identified.
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The initialization process is one of the most essential constituents of the construction
project management model because it incorporates such key conditions as preliminary project
analysis, enabling development of the project’s basic concepts on its basis. As a result of the
research, alternatives are evaluated and decisions are taken with respect to further action; data
analysis in turn provides ground for the basic concepts, which serve as a basis for the detailed
concept development, where the project process planning takes into account certain time and
resource limitations.

The purpose of the article is to analyze, based on the basic principles of project
management, already implemented construction projects, deficiencies in their initialization
process causing incorrect project plan (bid) development, which in turn affects the further
project implementation process, not only in terms of time and financial resources, but also
regarding achievement of certain quality indicators.

Unfortunately, information of inefficiently administered financial resources in
construction and infrastructure development projects surfaces ever more often. The international
project management practice has developed and uses an entire complex of methods that helps
justify the usefulness of the financial resources spent on a project and prevent inefficient
administration of financial resources.

Research revealed that initialization process of the existing construction projects and the
project bids developed are incomplete, as are the project management principles applied in their
planning, as a result, the economic yield of a supported project is not always justified, there are
problems in the implementation phase, which in turn requires extra costs to successfully realize
the project.

At the end of the research, the authors of this article provide suggestions that could ensure
and improve construction project initialization phase at the local and national level.
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Leadership is a core issue in any organization — starting from families and tribes and
going up to companies, company groups, public organizations, ministries and armies. Many
organizations lose a lot of power because leaders fail to motivate, to stimulate and to set
direction in an appropriate way. There are many reasons why leaders fail — here will focus on

1. use and misuse of instruments to lead;

2. leadership and mobbing;

3. leadership and organizational complexity.

Use and misuse of instruments to lead

In many organizations we find a cluster of instruments introduced to support leadership,
often starting with a mission statement, going on with the definition and the management of
objectives, going further with many kinds of meetings and discussions among employers or
superiors and employees. In many organizations employers have to assess their leaders and have
to fill feedback forms that are analyzed in a more or less sophisticated way.

The focus of these instruments is often fuzzy. Are discussions on the achievement of
objectives focused on personal development and problem solving or on a raise of salary?
Human resource managers often try to separate instruments to check options for a raise of salary
from those that should only deal with human resource development and problem solving. But
even, if instruments were introduced with a clear focus and a clear separation of financial issues
from others, will leaders and employees keep it in mind — over years? Will the employee
understand what instrument will be applied in the next case? And will senior heads of
departments really recognize the border of the instruments? Who finally will remember the
borders years after the instruments had been introduced? And senior managers are very busy —
and often there is not enough time for separate meetings and discussions with individual
employees — those related to a raise of salary and those focused on human resource development
and problem solving. But then, if financial issues can be on the agenda each time, contributions
on human resource development and problem solving will suffer. The instruments are misused —
and will fail finally.

In public management there is an additional problem regarding these instruments. Here
the options to raise salaries and the options for extra pay are strongly limited. There is another
culture on instruments used to support leadership than in enterprises. In enterprises a cluster of
such instruments is often well developed and applied year by year. And the impact of the results
is much stronger than in public administration. Assessment of leaders for example is well
established in enterprises and is a key for the carrier of the leaders. In public administration
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assessment of leaders is totally underdeveloped — often applied only for selected departments —
and often stopped after some “tests”.

The author is involved in a post-graduate study programme for public administration
since about 15 years. And year by year an assessment of the instruments supporting leadership
in public organization is included in a course on human resource management. The results
confirmed in hundreds of cases are:

In public administration in Germany, in most organizations

e there is not a well-developed and well balanced cluster of instruments on human
resource management and leadership;

e often instruments had been introduced years ago — but are no longer used — indeed are
unknown today especially for younger staff — even mission statements got lost as well
as guidelines for management by objectives;

e recent concepts on achievement and result-oriented compensation are combined with
former concepts on human resource development and leadership. That’s poison for the
instruments focused on leadership.

The situation in public management in Germany is a disaster in many organizations.

Leadership and mobbing

Leaders often suffer from

e a lack of real qualification in leadership. Often experts in engineering, computer
science, etc. become leaders and they do not know that much about human resource
management and leadership, but they may try their best

e Dbad experiences as leaders in the past — trials failed, some even lost their job in leading
positions and are very anxious to make mistakes

e enormous overestimation of their power and possibilities — they forget that it is the
power of others they have to develop and integrate

e the impotence to accept any critique. They need employees that pay homage to the
chief but will not question his/her decisions — such leader often need psychiatric
support.

The author will never forget a case in the administration of a well-known town in
Germany where he was asked to help to discuss the assessment of a leader who had no
significant communication with his employees since two years. He was not able to accept
critical remarks — and stopped communication for years. The result is a disaster — but not
untypical especially in public administration. And it is not a unique case.

Even worse than such a gap in communication is harassment. According to data collect
by the Arbeitsagentur in Germany 1.5 million employees suffer from bullying and harassment at
work in Germany day by day. Harassed employees fall ill in many cases. Medical treatment and
early retirement of harassed employees cost 20 billion Euros in Germany year by year.

Harassment at work is a problem in most organizations. Harassment at work may start
with an unfriendly discussion and may lead to isolation and withdrawal of work. Harassment
can become a criminal act.
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The following table shows typical actions of harassment at work.
Table 1

Actions of harassment at work and the percentage of cases such actions
are mentioned in cases of harassment at work

Rumors / untruth 61.8%
Wrong assessment of work results 57.2%
Continuous teasing 55.9%
Information hiding 51.9%
Massif and unfair critique of work 48.1%
Isolation / segregation / exclusion 39.7%
Declare as impotent 38.1%
Defamation 36.0%
Hindrance to work 25.5%
Withdrawal of work 18.1%

Source: Arbeitsagentur Germany

Organizations should implement detectors for such kind of actions — an early warning
system should be implemented to stop harassment as early as possible.

Leadership and Organizational Complexity

It’s fine, when leadership can be based upon a clear and well incorporated mission
statement and on well-defined objectives discussed and confirmed with employees. Then many
employees can work autonomously — self-governed. Leadership is much harder when there are
many interdependent tasks and autonomous work is only possible within a few days or a week
for example. In complex projects we often have such a situation. There are proposals for a
special kind of management and leadership in such cases, for example the SCRUM method. But
finally really good concepts for leadership in high organizational complexity have to be further
developed.

This speech is based upon experiences in leadership in many kinds of organizations since
more than 30 years — experience as an employee, experience as an employer who hired and fired
employees in a company, experience as a dean elected four times and running a faculty for 10
years in total, experiences as a leader in the second level suffering from other leaders,
experiences collected over many years in courses, seminars and workshops.
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Introduction

Project audit provides an overview over risks and opportunities in projects. There is a
core focus on the management processes in projects that are standardized for example in
PMBOK" [1], where 42 processes are described and assigned to 9 knowledge areas and 5
process groups. Processes to manage programs are described in an additional PMI standard [2].

Institutes and associations like DIIR [3], IIA [4], and ISACA [5]dealing with internal
audits recently started initiatives to develop standards for project audit since auditors need
standards to do their job — and they simply want guidelines as in other fields of their activities
like for audits dealing with accounting or finance.

From their point of view: “To date, the auditing of projects has not been described in a
uniform manner, either in practice or in theory. To a certain extent, the project management
audit, which is possibly the most important component of project audits, is still largely new
territory because up to now there has not been a definitive approach to combining project
management and audit.” [6]

The development of standards for project audits meets problems like:

e The standards of project management like those published in PMBOK® [1] and

applied in many projects worldwide are not fixed.

e Project audit must go beyond basic project management. Project audit must include
programs and portfolios to check if projects meet strategic requirements and are based
on a well developed business case. But standards like PMBOK" [1] do not include
programs and portfolios and links to standards for program management like [2] have
to be improved.

e In the matrix of processes in PMBOK® [1] on page 43 sorted according to knowledge
areas and process groups there are many gaps where processes for the integration of
organizational strategies or for a serious lessons learned concept for example are missing.

e In PMBOK" [1] important knowledge areas are missing like finance and social
responsibility as discussed by Rao Aamir Khan [7]. A project audit without
contributions on project finance and social responsibility is not satisfactory.

So project auditors must go beyond the boundaries of existing project management
standards. And they can also contribute to further development of project management
standards.
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The New Standard of Project Audit at DITR

At DIIR (Deutsches Institut fiir Interne Revision e.V. (German Institute for Internal
Auditing) there is a working group [8] dealing with the development of new standards for
project audit. DIIR Audit Standard No. 4 [9] has been established. A first guideline for this
standard has been published in 2010[10]. The working group is now dealing with additional
guidelines. The author is member of this working group.

Impact on Existing Standards for Project Management

Compared to the project management standard described in PMBOK" project audit needs
additional knowledge areas and process groups. In PMBOK® and in DIIR Audit Standard No. 4
knowledge areas on project finance and social responsibility are missing. The development of
project management standards must fill the gaps as soon as possible.

Auditors also have their own concepts and perspectives on risk management and quality
management for example. Such areas should be developed in a way that the requirements of
project management and project audits are recognized.

Very important for a common development of risk management are concepts of
dependency analysis. The author will show how concepts like Design Structure Matrix [11]
[12], Domain Mapping Matrix or Dependency Analysis based upon Conceptual Graphs can
contribute [13].
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Introduction

Competence management is of growing importance — in projects and organizations.

In project management competence baselines have been developed and are used to train
and assess project team members as project assistant, as project manager, as program manager,
etc. The International Competence Baseline of the International Project Management
Association is one of the most important contributions here [1].

In such approaches the concepts of competences and especially the concepts of
competence levels are very narrow. The size and the complexity of projects a person worked on
are checked in a very limited way. An approach recently developed by the Australian Institute
of Project Management [2] goes a bit deeper. The Competency Development Framework of
PMI [3] is another recent approach not widely used so far — as more concepts that will be
discussed.

It is very important for the future competence management in projects to improve the
links to competence management in human resource management. Ganesh Shermon’s book on
Competency based HRM [4] shows a direction also for a competency based project
management.

In the future the competences of project team members are qualifications that will be
checked within the European Qualification Framework [5]. The European Qualification
Framework is a pillar for the open labor market in the European Union. And any kind of
qualification in project management should be checked against this framework. The paper will
show how to manage that.

The research results presented here are based upon the concepts and the recent redesign
of the European Master in Project Management [6] implemented in Dortmund, Bilbao and
Trondheim — a study programme also linked to the Project Management Master at the
University of Latvia. These new issues on competences in project management were also
discussed in workshops organized by the authors at PMI Chapter Cologne [7].
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Structure of the contribution

¢ Introduction — perspectives of competences in human resource management and project
management

¢ Competences in human resource management — competence based HRM

¢ New competence baselines in project management — the AIMP approach

e The Competency Development Framework of PMI and further approaches

e Competences within the European Qualification Framework

e The future of competence management in project management — perspectives and
conclusions
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Thesauri are dictionaries with preferred terms in a hierarchy and several relations used to
link synonyms and related terms. Thesauri are used to learn languages, to support creativity, and
for many more reasons. Thesauri are available all over the world. Peter Mark Roget’s
“Thesaurus of English words and phrases” (1852) [1] has a new edition every year since more
than 150 years — it’s a book like the bible.

But today there is a crisis on Thesauri.

Regarding Roget’s Thesaurus, even the publishers have some problems to decide what
they want. There are editions of Roget’s Thesaurus with the hierarchy of preferred terms and
others without this hierarchy — and in this case the document is just a dictionary with words in
an alphabetical order — not appropriate for concept learning and not appropriate to support
creativity.

Roget’s Thesaurus was adopted for other languages, for example, German, Spanish and
French. In France, “Le dictionnaire idéologique” (1858) of Théodore Robertson is the first
application of the thesaurus in French [2].

In 1992 the publisher Larousse decided to create a new French Thésaurus: The Thésaurus
Larousse [3]. The Thésaurus Larousse is inspired by Roget’s Thesaurus, but is much weaker.
Today even a new paper edition of The Thésaurus Larousse is not possible. At Larousse they try
to integrate the thesaurus into some application on an ipad. But without a new understanding of
core concepts of a thesaurus that makes no sense.

The paper will show how to develop a thesaurus that meets the requirements — and how to
develop the Thesaurus 2020 — for the years to come. The paper will review discussions with the
editors at Larousse, and with linguists all over Europe.
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Purpose — The purpose of this paper is targeted, systemic understanding of the need to
introduce reengineering of business processes at the most modern factories depending on the
requirements of the environment, since it is business processes which are, ultimately, subjects of
innovation [1].

Design/methodology/approach — Object-oriented approach that allows us to describe the
essence of the process and its behavior, and provides transparent, easily modifiable business
models that allow recycling of individual components

Findings — The Reengineering process provides maximum improvement, but, is also
time-consuming and the most expensive of all approaches to improve business productivity.
Reengineering often includes organisational restructuring, and can be quite damaging to the
organisation. [2]. However, under this approach, elements are used consistently and as a result,
the desired effect is achieved [3]. This approach can be applied both to individual processes, and
to an entire organisation [4]. Transitions have a deeper psychological impact when compared
with changes in the workplace, which are usually discrete, having orderly, incremental, and
continuous steps. [5].

Research limitations/implications — Tasks that must be solved in the course of
reengineering are characterised by a high degree of difficulty and great responsibility.
Reengineering of business processes has a strategic purpose to achieve watershed improvements
in the indicators that will lead to high efficiency of enterprises, focusing on customer needs [6].

Practical implications — This paper outlines a range of possible measures for
implementation reengineering of business processes that will enhance the consistency of
procedures, techniques and support tools for management.

Originality/value — Improving the competitiveness of a business unit by creating a
comprehensive framework for organisational design.
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Purpose of the research is to identify and evaluate possibilities for marketing
communications within internet bank. Marketing has a crucial role in any modern company.
Bank marketing as well as banking industry in general has been influenced by rapid
development and spread of information and communication technologies. The most obvious
example within the banking industry is the internet bank. Internet bank is a bank’s product that
provides remote access for a bank’s customers to banking services and a possibility to
communicate with a bank. The internet bank provides consumers with a timeless possibility to
access product information as desired at any time. From a bank’s perspective, the internet bank
is also environment for bank marketing. Usually to explain marketing there is used marketing
mix, i.e., product, place, price and promotion (4P). In the context of internet bank all mentioned
marketing components are intangible and appropriate for internet bank environment. Promotion
or marketing communications is an equally important component of marketing but sometimes
most expensive. Internet bank from technological perspective has huge potential for marketing
communication but there is lack of knowledge regarding customers’ readiness for marketing
communications within internet banking. Research results identified that there are great
possibilities for marketing communications within internet bank. Banks should use all
possibilities provided by internet bank to conduct marketing communication activities,
especially if customers are open for marketing communications activities within the internet
bank. Research results will facilitate understanding among marketing scholars regarding
importance of internet bank in bank marketing management and also will help marketing
professionals make right decision regarding employment of innovative technologies in banking
and bank marketing. Research methods used by the authors were literature review, survey
methods, descriptive statistics, and factor analysis.
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Developing economies’ financial linkages with the global economy have risen
significantly in recent decades. As a result, the geographical domain of financial intermediation
has widened and has become increasingly global. The globalisation of banking sector has
brought as benefits as costs to the economy. For a long time, the benefits have appeared to
outweigh the costs, but the recent global financial crisis has put this issue in a new light. The
most powerful argument in favour of capital mobility, voiced among others by Stanley Fischer,
Maurice Obstfeld, Kenneth Rogoff, and Larry Summers, while Paul Krugman, Dani Rodrik and
Jagdish Bhagwati are rather sceptical about globalisation benefits in developing countries. The
question is how we can maintain the benefits of financial globalisation at the same time as we
are avoiding from the crises such as the last one.

The object of this paper is globalisation in banking sector.

The purpose of this research is to analyse the benefits and some of the challenges that
banking sector face under the impact of globalisation in the Baltic States.

To achieve the purpose the following tasks were conducted:

1. identifying the benefits and the challenges of cross-border banking impact on banking

sector development in the Baltic States;

2. analysing the dynamics of cross-border deposits, loans and international debt

securities during last four years in the Baltic States;

3. analysing the reaction of cross-border money flows to the last crisis in the Baltic

countries;

4. on the basis of the authors’ findings to put forward offers, which will help the Baltic

banking market to benefit from the globalisation.

During development of the paper the generally accepted qualitative and quantitative
methods of economic research were used.
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We develop in this article a systemic approach in order to show how tourism can
successfully integrate principles of sustainable development in a sector which, a priori, it is not
a key issue. Systems analysis has the advantage of providing a theoretical framework to analyze
the tourism sector as a complex social system. It helps us to understand specific issues of
sustainable tourism and imagine long-term solutions. This analysis also shows that sustainable
tourism initiative is a part of a virtuous circle, as a result of learning and feedback loops and can
contribute to economic development of a region.
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The true situation of commercial banks on financial markets, their stability, ability to
survive in crisis conditions, service their liabilities in case of liquidation as well as to fulfil
their functions after possible restructuring can be described by the volume of commercial
banks assets as well as their quality. The quality of assets in turn is to a large extent
determined by the quality of their loan portfolio. The aim of the article is to show the
influence of the economic crisis of 2008 on the quality and volume of loan and asset
portfolios for Latvian commercial banks and to make conclusions about the impact of these
changes on the stability of commercial banks. The author analyzes the dynamic of assets
and loans of Latvian commercial banks, evaluates the quality and profitability of loan
portfolio by applying the method of coefficients. This paper covers the period from 2004
until 2010, which also includes the crisis period of 2008-2009 and allows to determine the
changes and tendencies in Latvian commercial banking industry. The author compares the
changes that have occurred in assets of Latvian commercial banks and their quality with the
changes in 1995 and 1998 and determines the differences between these processes and their
results.
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Tourism development is one of the biggest drivers of growth and employment in rural
areas. However, tourism has turned from a seller’s market into a buyer’s market. In highly
competitive markets innovation is seen as an important source of competitive advantage. Small
and medium sized enterprises and tourism destinations as a whole are confronted with several
innovation barriers [1]. A destination offers a comprehensive range of products and services
along the value chain (e.g. accommodation, food and drink, public transport, entertainment,
etc.), which is provided by several independent players. Tourists visiting those places perceive
the tourism product as a whole [2]. Thus, a destination forms a unit in incoming tourism and
should be managed like a strategic business unit. The competitiveness of destinations is highly
dependent on single service providers and their willingness and competency to collaborate and
manage the development in a coordinate manner. Innovation requires a multi-organisational and
cooperative approach. Innovation in tourism development is also more the result of smaller
incremental steps than of radical inventions. The management of innovation in such an
environment has to be process-based and network-oriented. Rural development programmes in
the 27 EU member states provide financial incentives and methodological guidance to stimulate
innovation and cooperation in tourism development. Within those programmes the Leader
method has become the most prominent approach in integrated rural development [3].
According to this method private and public actors establish local partnerships, the so called
Local Action Groups (LAG), and set up local development strategies. These strategies should be
implemented by innovative and cross-sectoral projects. For the programme period 2007 to 2013
more than 2,200 LAGs have been established in the 27 member states. In Latvia 40 Local
Action Groups cover the entire Latvian territory that complies with eligibility conditions under
Leader. As in most European member states also in Latvia several LAGs show a clear strategic
focus in tourism development. However, the European Court of Auditors has stated in his
special report Implementation of the Leader Approach for Rural Development that only a few
LAGs all over Europe could demonstrate innovation or interaction between different sectors in
their strategies and projects [4]. The paper suggests a conceptual model that helps to structure
and manage the innovation process in tourism development. It aims to contribute to a more
strategic implementation of the Leader method and a better allocation of public funds.
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IFRS in the EU

By the end of the 1990’s it was clear that harmonisation lead by the IASC was steaming
ahead but that harmonisation by means of EU Directives was being left behind. In 2000, the EU
commission launched a new approach by proposing that, by 2005, it should be compulsory for
all listed companies in the EU to use IFRS for consolidated statements, thereby outlawing
European domestic rules and US rules for this purpose. This initiative was also part of a desire
to strengthen the EU capital markets by establishing a standardized accounting system. Of
course, US GAAP was available for this purpose but regarded as too detailed, too rule based
and too immune from European influence to be politically acceptable.

The move to IFRS was facilitated by the growing acceptance of international standards by
large European companies and therefore by governments. For example, from 1994 onwards, a
number of large German companies started to use international or US rules for their
consolidated financial statements in order to raise finance more cheaply. The position was
formalized in Germany by a law of 1998 that allowed listed companies to do this without
needing to comply with normal German accounting requirements.

The EU Commission published a draft regulation in 2001, which was approved by the
European parliament and by the Council of Ministers in 2002. It requires EU listed companies to
use international standards from 2005 for their consolidated financial statements. Member states
were allowed to extend the deadline to 2007 for those companies that had already been using
another acceptable set of standards, (e.g. US GAAP), or whose only listed securities were Bonds.

The legal and political opinion in Brussels is that new and revised standards cannot be
endorsed in advance for EU use. Therefore, the regulation set up an Accounting Regulatory
Committee, ARC, to help the commission to consider whether changes to IFRS can be endorsed
in the EU. ARC contains governmental representatives from all EU member states. This is a
way of achieving EU influence over the IASB, but it brought into existence a form of EU
endorsed IFRS that is slightly different from IFRS as issued by the IASB.

IFRS / US differences. Principles and rules

The collapse of Enron and its audit firm, Andersen, in 2001-02 was one of the factors that
led to a reconsideration of how to set accounting standards in the EU. In 2002, the Financial
Accounting Standards Board published a consultative document seeking views on whether it
should move more towards principles rather than rules.
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In the case of Enron, one of the main accounting issues was that many controlled
entities, (special purpose vehicles), with large liabilities were not consolidated. The US rule
on the definition of a subsidiary is based on the ownership of more than half the voting
shares rather than on the IASB’s principle of ‘power to govern the financial and operating
policies’ as in IAS 27. Furthermore, unlike in IAS 1, there is no requirement or even
permission in the US to depart from the rules of standards on the grounds that the result is
misleading; that is, there can be no override of rules by the principle of fair presentation.
This was confirmed by the FASB IN 2008 with a standard, SFAS 162, on the hierarchy of
principles. However, it seems unlikely that the FASB will be able to move substantially
towards the IASB’s style because it would require the rewriting of all the US literature and
the retraining of US accountants and auditors.

Options. Another aspect of the greater detail of US GAAP is that it contains fewer
explicit options than IFRS does. There used to be more IFRS options before many were
removed in 2003.

Asset Measurement. A further high level difference between IFRS and US GAAP is the
greater permission or requirement in IFRS to use fair value rather than historical cost.

Reconciliations between IFRS and US GAAP. The accounting differences between
IFRS and US GAAP can be illustrated using published reconciliations. Those from IFRS
and US GAAP were required by the SEC from foreign registrants until 2007. So, the
sources of this data are the annual reports of companies using IFRS for their consolidated
financial reporting that are also listed on a US exchange.

Which is Better. Study and research papers have proved that adoption of IFRS could
improve the usefulness of accounting compared to some national systems. However, is IFRS
better than US GAAP? One way of trying to decide is to the structuring of transactions. On the
other hand, IFRS still perhaps has too much flexibility.

US convergence with and adoption of IFRS

Competition might allow alternative solutions to be tested and refined. It might also guard
against dictatorial regulatory behaviour and against inefficient bureaucracies. However,
coordination might reduce inefficiency caused by companies having to operate under the
different rules of different jurisdictions, and might guard against a competition by jurisdictions
to attract companies by having the most lax rules.

In this context, it is interesting to note that the US GAAP AND IFRS are both amongst
the worlds toughest set of rules, in terms of coverage of topics, elimination of choices, and
required disclosures. Clearly however, US GAAP is the toughest of the two. Despite this, as
noted earlier, many foreign companies had listed on the US exchanges although they had to
comply with US GAAP.
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Marketing has entered a post-modern era of fragmentation with a new emphasis on the
creation of meaning through consumption. More than ever, reality is socially constructed with
individuals having multiple identities, both virtual and real, spanning different activities, with
distance being no object. Marketing is no longer an economic exchange but a way of defining
products and services using values. Consumers control marketing communications, leaving
marketers with little, if any, control over a marketing process that now goes beyond the
traditional 4 Ps framework. Co-ordination and control of the marketing mix is an area contested
by marketers and consumers with content being increasingly found within the consumer domain
where it is reshaped into something other than the marketer’s message.

The marketing environment has changed, requiring marketers to reconsider their
approach to products and services, and how they are portrayed to consumers. Consumers
increasingly filter marketing messages, ignoring hype and exaggeration, to home in on the
essential features and benefits offered. Flexibility on the part of the marketer is essential.
Balancing the increasing need for personalization with integrated marketing communications,
channel consistency and accurate reflection of corporate mission and values provides a new and
complex challenge for those looking to encourage product purchase.

As consumer markets become increasingly fragmented with multiple cross-overs, so
marketers need to use database marketing and information technologies to customize products for
the individual and take advantage of opportunities when they present themselves. The article “A
changing paradigm in marketing” brings together the elements of a new marketing paradigm that
requires marketers to see consumers as partners who change products’ meanings and values to suit
their own contexts and needs. Brands provide a means for the development of relationship marketing
as a mainstream activity, tying consumers in through brand loyalty. They have come to represent a
way for consumers to be part of specific social groups. Values are identified and created before
purchase and developed and changed after purchase, as consumers change identities and seek to
define themselves in different ways and discover new experiences beyond the material. Distinct
consumer groups may need the same message, but they cannot be easily identified as they do not
conform to demographic or geographic categorization, and are smaller than would ordinarily be
considered viable for a target group. Consumers’ choices reflect their perceptions of their identity,
bringing hyper-reality into the mix and providing further challenge for marketers, who must identify
why their product is chosen over others, in terms of values and purchase motivations. Marketing
must move away from mass customization towards interactive ambiguity, where consumers control
the brands and make them into what they want, leaving marketers a continually moving feast
reflecting a new game with the players having changed sides. Where once the consumer was seen to
dance to the tune of the marketer, the marketer now dances to the consumer beat.
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Management and business-related research usually takes an “all size fits it all” approach
to the firm [1], disregarding its size. The main abstract idea is to develop tools and insights
that are equally applicable to all sorts of enterprises. This paper claims that there is a non-
reductionist or specific difference in the character of Small and Medium Enterprises (SME)
that imposes a serious challenge to this approach. Between SME and bigger corporations is a
type-style difference, not a token-style one, as usual models assume [2]. Therefore, this paper
argues for a different approach to management and business research that focuses on the
specific character of SME beginning by business models and business strategy going through
organization, corporate behaviour, marketing and finance [3]. This paper has epistemic
interests and after reviewing relevant literature it advances in outlining the fields of future
research.
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As an essential part of management, implementation of risk management increases the
level of security in uncertain and complex business environment. In this context, it is important
that such risk management systems are accepted by all members of organization. The
underlying research contributes to the role of the organizational culture in the process of risk
management. The study based on data from secondary analysis aims to investigate the link
between organizational culture and risk management implementation. As a result a theoretical
model will be developed that describes the factors which are significant for such “correlation”.
For this purpose, the results of recent studies in the area of organizational development will be
concerned and summarized.
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“Risk culture — beside People — is THE most crucial factor for successful risk
management generally and in OpRisk management in particular.” [1] 50% of the companies of
the Economist Intelligence Unit study believe that a strong risk culture including risk-awareness
throughout the organization is the most important factor for the success of risk management in
their organizations. [2] In the financial sector the regulatory requirements imposed by
KONTRAG (Control and transparency law) and BASLE II result in tightened measures to
manage risks.

Research regarding risk culture is a relatively new subject of applied science. Researchers
such as BUNGARTZ [3] or FUHRING [4] apply SCHEIN’S findings of organizational culture
for their theoretical models regarding risk culture. In contrast, MARS has analyzed risk culture
from a psychological perspective. [5] Whereas DOERIG’S research about risk culture is based
on his own experiences in his function as Vice Chairman of the CREDIT SUISSE GROUP and
experiences of the military. An empirical research is applied by ERMER, COSMIDES and
TOOBY. Their research is based on the dominance theory and evaluates risk culture from a
psychological point of view. [6] BOZEMAN’S and KINGSLEY’S research focuses on a
multivariate measure of “risk culture”. [7] One of the most detailed current scientific concept is
the approach of FUHRING who applies the resource-based theory.

As mentioned above the research regarding risk culture is diverse. The aim of the paper
is to give a detailed overview and classify the current state of research regarding risk culture.
In addition, the concept FUHRING will be analyzed via a qualitative content analysis of the
annual statements of 30 top financial institutions in Germany. The paper reviews the
hypothesis of FUHRING — “An adequate risk culture is applied, if the company uses a
resource-based approach” — via the risk culture artifacts according to the approach of
BUNGARTZ.
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Public Administration is an intellectual organization, which main resource is the
personnel or human capital, which knowledge, skills, abilities and attitudes, as well as
motivation and loyalty, are crucial for effective government action.

The purpose of publication is to the human capital investment’s evaluation of the efficacy
in the public sector Latvian and the organizations’s role in the development of human capital
,on this basis development of recommendations.

In publication used methods: literature, current research findings and regulatory
document analysis, statistical analysis, comparing method.

In publication is used the human capital theory from different aspects: the economy
(Thurow, Becker, Schultz, Rifkin, Mincer), the pedagogy (Bourdieu, Coelho), as well as human
resource management theories (Hachman, Lloyd, politicians), and motivational theories
(Maslow, McCleiland, Herzberg, Porter-Lawler.).

Results:

e Explores development opportunities of employees in public sector from all aspects —
the national investment policy in human capital, structural funds support, personnel
management, human motivation;

To determined the organization role in Human capital development;

Is made human capital’s development efficiency recommendations;

Is made research about employees learning in the workplace;

Are definite factors that affect on human development;

Are made detailed recommendations for effective investment in human capital in the
public administration.
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We live in richly diverse European Union where creative and innovative ideas are
supported in different ways. Against the background of economic downturn and challenges the
creative solutions can be a launching pad to the growth combining skills, ideas and processes.
European innovation policy has evolved over the time; in 1970s it focused on R&D, in 80s it
turned a focus on knowledge transfer. In the last decades it was recognised that innovation is not
a linear process (research — development — exploitation), but is a product of a more complex,
multifaceted system involving a network and cooperation of players, among others, universities,
researchers, public authorities and businesses.

The regional level is highly relevant for actions when it comes to putting innovation and
creativity in place for economic development — the regions and cities are the main regional
development drivers. The EU Cohesion Policy supports innovation through the co — financing
provided by Structural Funds and innovation is understood to be the overarching means to
attaining sustainable growth and encouraging clusters of different activities. Generally it is
acknowledged that government and public authorities should not react to economic crisis by
cutting back on investments in skills and innovation; however in practice the confidence
regarding investments in innovative practices is not high. The debate raises questions — what
creativity and innovation mean in public governance and better cooperation, and how they
contribute to the personal, social and economic development. How can we help people to attain
their potential and what is a role of all education sectors in making population and systems more
dynamic? The author examines some central issues that best represent how creativity and
innovation can inspirit change and develop innovative capacity and better cooperation among
central government, stakeholders and players in regions.
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Latvia as well as several other European countries is facing high unemployment rates in
recent years. In March 2011 unemployment exceeded 14.4% in Latvia. Therefore necessity to
increase employment is of importance. One of the tools used to promote employment is active
labor market policy. One of the active labor market policy measures used in Latvia for
promoting employment is the program “Workplaces with stipend program in municipalities”,
in frames of it persons receive LVL 100 (approximately EUR 150) scholarship for 40 hours
weekly work. Despite the comparatively small amount of money provided in frames of the
program, there are more persons willing to participate in it than the places are available. The
aim of the research is to evaluate: are persons involved in the stipend program ready for
permanent job or start their entrepreneurial activities. For analysis are used results of survey
of 3064 households in Latvia, survey of municipality representatives and expert surveys
conducted in November, 2010 — March, 2011. The main conclusions are that active labor
market program with stipend in municipalities in Latvia was successfully organized in and has
encouraged most of the participants of program to seek permanent job. It is concluded that
support provided in frames of the program, is optimal, taking into account the current
economic situation in Latvia. At the same time several problems may be considered
concerning the program with stipend.
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Justification for public financial interventions is not and cannot be a shortage of funds:
many industries and public initiatives are in a very difficult situation with the availability of
financial resources. When proposing additional activities (requesting additional public
financing) for any sector, development objectives, potential impact of policy implementation
and the targets within achievable impact indicators has to be identified. The issue of
efficiency is crucial in the area of public spending, e.g. public infrastructure development
projects.

Being set as an investment priority under the Cohesion policy the sector of transport
infrastructures as well as sector of environmental infrastructure (as part of public infrastructure)
frequently faces the issue of efficiency since there is not a single reliable concept of measuring
possible impact of interventions in place. The issue of measuring the impact comprises itself in
other possible components: impact of what, on what and for whom or in other words if
policymakers must decide whether to expand, contract or maintain a program, or simply want to
improve it, they need more than accountability information, they need to learn what works and
what doesn’t, and why. Thus, evaluating the impact of (cohesion) policy does involve a variety
of cognitive tasks, with varying degrees of complexity (Martini, 2009).

Since the raising awareness on environmental topics and the fact that most of the Member
States as one of the funding priorities mark environmental issues as part of sustainable
development strategy, one of the specific issues considered is the impact of the Cohesion policy
on environment protection efforts.

The research method is comparative and logical analysis of the theoretical concepts,
methods and conclusions, published in scientific literature including policy analysis.
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In the last years the emphasis on ethical considerations in business has been increased. It
is clear that whenever people interact, due to different interests, needs, goals and motivations,
conflicts will arise. One of the effective tools of conflict management is mediation. During the
last couple of years this concept gains more and more attention in business environment,
especially in the light of recent worldwide crisis due to the fact that unsolved conflicts as well as
traditional ways of dealing with conflicts are very expensive. The underlying research
investigates business ethical considerations and values in conflict management. Based on this
analysis and on the concept of integrative mediation the model of values as basis for sustainable
conflict resolution in business will be developed. Especial focus is lying on the communication

and its notion in business conflicts.
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Globalization creates investment opportunities for enterprises worldwide. Foreign direct
investment (FDI) is one of the traditional options to expand into international markets.
According to Dunning’s OLI paradigm FDI location is driven by the search for markets,
resources, efficiency, and strategic assets. Corruption can be considered as significant factor of
the attractiveness of a location and can affect also other OLI conditions.

Corruption increases uncertainty and may act as a “tax” on FDI. Extra costs in the form of
bribes in order to get licenses or government permits to conduct investment raise the total costs
of investment and consequently decrease the expected profitability.

Most of the theoretical literature as well as case study and microeconomic evidence
support the notion that corruption negatively impacts inward FDI flows and growth. However
the macroeconomic evidence is not so unambiguous. Some macro studies do not detect any
significant negative relationship between corruption and FDI. One of the possible reasons for
the mismatch between micro and macro evidence can be the difficulties in measuring corruption
in a cross-country setting.

Investment activity in Europe and other regions has been severely affected by the recent
global economic crisis. And now its recovery is seriously threatened by the growing corruption
risks.

The aim of the paper is to analyze the relationship mechanism between corruption and
FDI and to evaluate the impact of the host country corruption on inward FDI flows.

The results of the empiric analysis presented in the paper provide evidence of the
significant negative impact of host country corruption on inward FDI. The analysis is based on
panel dataset that includes data for 178 economies during the period of 2004 to 2009. The
Transparency International Corruption Perceptions Index is used as a proxy for host country
corruption level.
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Management of receivables belongs to the important parts of the financial management of
the companies, especially nowadays when the world economy faces financial crisis. The
importance of receivables paid on due term is increasing. Many companies and their further
development and even their existence depend on payment of receivables. Although the issue of
management of receivables has been elaborated in theory and widely published, there is only
little knowledge of the way how small and medium-sized enterprises manage receivables, which
system, methods and forms they use for management and collection of receivables, how they
secure their receivables and who they co-operate with. Department of Business Economy at the
University of Finance and Administration, Prague has focused on this issue within the research
project no. 7725 Management of Receivables. The issue has been solved within the frame of
internal grant agency.

The research has been carried out among the Czech companies with the aim to find out
whether the companies pay attention to the area of management of receivables and to what
extent, which methods for management of receivables they use, what the results are and which
methods of debt collection bring good results. Main weaknesses detected in the first phase of
the research have been found in selection and in identification of solvency of business partners
before conclusion of business contracts, in insufficient or none security of receivables (advance
payments, bills, insurance, credit limits etc.), in insufficient co-operation with collecting
agencies, or in declining of legal proceeding at debt collection. Partial results of this research
are presented in this article.
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This paper intends to give an outline of the World examples of trade unions models based
on the comparison of trade unionism movement’s concepts in Europe and Canada. The
framework of the study is the European Union (EU) concept of trade unions involvement in
social dialogue and social partnership as a precondition for effective employment policy
implementation by the EU Member States. The authors will discuss major trends in activities of
trade unions in the EU and Canadian Labour Congress (CLC). The CLC is the umbrella
organization for affiliated Canadian and international unions, as well as provincial federations
of labor and regional labor councils [3]. Similarities and differences of EU and Canadian trade
unions models will be analysed [4].

The role of trade unions in decision-making process related to cooperation agreements of
the Government of Canada and the EU will be illustrated with particular attention to the
Comprehensive Economic and Trade Agreement (CETA) [1, 2]. On the basis of the main
findings, the paper provides conclusions. The methodology of the research is based on
theoretical and empirical research studies of European and Canadian scholars, legal acts and
regulation of employment relations in the EU and Canada, studies by experts of Canadian
Labour Congress [3] and European Trade Union Institute and Eurostat data.
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At the end of the last century, one of the most fast growing technologies was related to
information collection, storage and spread. Internet influenced the expansion and applicability
of these technologies the most. While economists declare that the information society in
Lithuania and in the world has been established by the end of the last century, application of the
information technologies in some areas, such as health care, has started not so long ago.

A. Juodaité-Rackauskiené writes that internet-based health care is much less developed
than traditional health care system, the development of which took place in the last few
centuries. The growth of internet based health care has been criticised a great deal, primarily
because the public fear of change, health care workers' resistance, and patients’ concerns related
to data privacy and security. Despite this it could be difficult to imagine a modern health care
without modern information and communication technologies [1].

The aim of the research was to evaluate the use of information technologies in the
Lithuanian health care system and assess the e-health service needs.

Methods: a systematic study of scientific literature, general and logical analysis,
statistical data processing, comparison and conclusion.

E-health system or simply e-health could be defined as the use of information technologies in
the health care services. According to the scientific research the e-health is much less developed than
traditional health care system, that is why the objective of this research was to assess the use of
information technologies in the Lithuanian health care market and to evaluate the needs of e-health
service. It has been determined that only 38% of the hospitals and 12% of the outpatient health care
institutions operating in Lithuania have the internet sites. Only a limited number of health care
facilities allow their patients the possibility to register for the doctor’s consultation via the internet.

Research shows that 86% of those surveyed use the Internet, which would be a key base
for the e-Health development and implementation. Health care consumers indicated that the
larger number of e-health services will improve health care access and quality. The best practise
for the e Health website is classifying it into four sections: information on the health care
institution, information relating to the services provided the facility, information on the medical
staff working in the office, and other information. Only 13% of the respondents have been
aware of the electronic medication prescriptions, and, only 10% of the respondents have heard
about the electronic medical records. All of this leads to the conclusion that health care
consumers in Lithuania are not receiving sufficient information about the e-health.
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The paradigm shift in tourism marketing both at the scientific and practical level ever
increasingly lead to discussions on the necessity for new marketing performance assessment
indicators. Gretzel et al. (2006) mentioned the application of new methodology for
assessment of marketing activities as one of the main changes in destination marketing
organisation (DMO) [1].

According to Pike (2003) destination marketing evaluation can be divided into two
directions: market performance and organisation performance evaluation. The evaluation of
effectiveness and efficiency of promotional activities at destinations has been widely
researched in tourism but in comparison very little research has been carried out on methods
of evaluating the marketing operations of DMO with respect to modern day understanding
of DMO functions [2]. As indicated by Presenza et.al. (2005) DMO has two basic functions:
external destination marketing and internal destination development, which cannot be
achieved without the involvement of destination stakeholders. Taking into account the role
of numerous stakeholders in tourism, the evaluation of marketing performance of
organisations will not be comprehensive without the monitoring of the opinions of the main
stakeholders [3].

The author carried out a research at the end of 2010 and beginning of 2011 to
ascertain the evaluation of strategic and operative marketing activities of Latvian Tourism
Development Agency (LTDA) expressed by the Latvian inbound tourism agencies and hotel
marketing managers. The research reflects the evaluation of LTDA’s activities by
entrepreneurs and their opinion of the important activities to be evaluated in destination
marketing has also been ascertained. The research also determined the entrepreneurs’ views
on LTDA’s marketing performance in the main target markets.

The research results indicate that the overall evaluation of entrepreneurs regarding
LTDA’s marketing performance is relatively low. Several strategic and operative marketing
activities also received a relatively low evaluation from both hotel as well as inbound
tourism agencies representatives. Most of the entrepreneurs point out that there is no clear
understanding of the vision of development of Latvia as a tourism destination and the main
development goals which is shown by LTDA’s weak internal communication with its main
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stakeholder — tourism entrepreneurs. The research results show that LTDA has failed to
successfully realise its stakeholder coordination function and consequently successfully
fulfil its destination management role.
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With aim to increase state revenues in the economics recession period, government of
Latvia decided to increase excise tax for alcohol. Within 2009 the excise tax for strong alcohol
were increased twice: 01.02.2009 — from 630 to 825 LVL per 1001 absolute alcohol (a/a) and
01.07.2009 from 825 to 890 LVL per 1001 a/a. Total increase in the 5 month period — 42%.

890 LVL per 100 a/a is 3.56 LVL (890*0.4/100) per 11 40% alcohol volume bottle, that’s
approx. 50% of the 11 volume bottle vodka price in shop. That led to increase in illegal alcohol
share because difference between legal and illegal alcohol prices increased significantly.
According to official statistics sales volumes of the strong legal alcohol in 2009 and 2010
decreased by 37% (vs. 2008) and 20% (vs. 2009) accordingly. Total decrease in strong alcohol
sales volumes from 2008 to 2010 constituted 49%.

Decrease in legal alcohol sales had a negative impact on the legal producers of the
alcoholic beverages and state revenues from VAT, income tax and especially excise tax. In
compliance with official statistics state revenues from excise tax, despite the 42% increase in
excise tax rate, 1s estimated to decrease from 91.0 mln. LVL in 2008 to 73.4 min. LVL in 2010.

The paper aims to analyse the results from increase in excise tax and provide suggestions
for the state authorities for more effective tax management policy providing increase in excise
tax revenues from alcohol.
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The study utilizes data taken from official statistics of Latvia such as state revenues
from excise tax and alcohol sales by product groups with aim to define the impact of
increase in excise tax on each group and main reasons. Statistical methods are used to
identify the relationships between excise tax and state revenues to find the best excise tax
proportion for Latvia.

The analysis reveals a strong relationship between excise tax rate and state revenues.
The study suggests methods of balancing excise tax rates within different alcohol groups that
would help to increase state revenues and chances of legal alcohol producers in fight against
the illegal ones.

The results can be used to improve excise tax system and effectiveness in Latvia.
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Today's information and telecommunications technology makes it possible to
communicate data and other information exchange and regardless of location, distance and
time space. The most popular e-tool used for communication is social networking. Social
networks have experienced an evolutionary process — in the beginning was like-minded
grouping, news exchange by mean of e-mail. Later on developed social networks, that became
a tool for e-business. Social networks can be effectively used in different e-business and
e-marketing activities, such as sales, advertising, PR, human resources, customer segmen-
tation etc.

Objective of the paper: to describe and evaluate social networks’ phenomena, to
describe the reason and justification of its occurrence from marketing theory point of view, to
describe the place and importance of social portals in e-marketing and main problems that
social network creators and users face. What contains knowledge about the social portals and
what kind of opportunities this resource offers; who are the clients and how to increase their
quantity? What are the business benefits of using this kind of portals in the market? The
author analyzes the impact of social portals on various activities of enterprises — changes in
marketing, sales, business planning under the influence of social portals, risks that are
associated with social portal usage. Prospects for the development of relations between
businesses and their customers in the context of social portals. Research methodology: The
author employs well-established quantitative and qualitative methods of research: grouping,
analysis, statistic method, etc.

The theoretical and methodological background of the research is formed by, scientific
researches and publications, publications from mass media and professional literature; statistical
information from legal institutions as well as information collected by the author during the
survey.

Findings. Research result shows that social networks may be classified based on various
factors. Depending on company’s aims and specifics different social networks can be used for
maintaining different processes.
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Originality/value. In this paper the author presented their findings based on theoretical,
scientific and field research. Authors have conducted research on e-environment utilization
among Latvian enterprises.

Conclusions: electronic social networks are the major tool for entrepreneurs in the
electronic environment. Wise usage of the opportunities that the entrepreneur can extract from
operations in social networks, may significantly improve the competitiveness of the company —
sales channel and market scope expansion, sales increase, new product development, testing and
bringing to the market or improving the existing product portfolio, target audience analysis and
segmentation, various marketing activities maintenance, e-commerce development, etc.

At present time in Latvia, even considering that Internet in Latvian entrepreneurship is
widely used during long time, active e-marketing employment and social networking in e-en-
vironment is at inception point. This observation is especially characteristic to Latvian micro and
small enterprises.
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The authors of the article analyses the importance of managers motives for career
development. For solve this scientistic and practical problem were formed goals: to analyze what
motivates managers to seek for a career and for what kind of reasons they abandon career ambitions,
to single out reasons that prevent from career seeking, to find out how many managers are not
satisfied with the position they held and what are the reasons for such dissatisfaction. There were
papers analyses done about requirements for managers and gave comparison of traditional and
modern performance of a manager. The second part of article describes managers’ career planning.
There were describe career planning tools, career objective: is the reason why a person wants to do a
particular work, hold respective position. Changes in career objectives are influenced by age,
personal qualities of individual, changes in character, qualification growth. For carrying out the
research, the questionnaire was prepared with the list of questions. It was found that top level
managers use to show their superiority in different companies: private and public as well. It should
be emphasized that elder managers more clearly understand their professional career possibilities.
There are no big differences for motives to be a manager if we compare results by gender.
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Public Higher Education Institutions (HEI), including universities, in almost all Europe
and also in Latvia have become autonomous institutions with self-governance rights in the state
public administration system. Along with this relatively new status, the university management
issues have become more complicated and diverse. Universities have undergone significant
structural changes accompanied by declining public funding and increased demands for
accountability [1]. The university administrators are aware that new management forms and
processes are necessary in order to reach university goals which are highly influenced by global
competitiveness, science based economy and internationalization. As universities become
increasingly interested in improving governance to achieve strategic outcomes, the relationship
between good governance and good knowledge becomes central [2].University governance as a
special case of corporate governance has increasingly attracted scholarly attention over the last
decade [3].

The paper is a part of author’s theoretical and empirical research implemented in 2009
and 2010 in Latvia and Finland. University administrations from both countries are basis of the
empirical research. The research aim is to explore and analyse current university governance
issues — new tendencies in university development. Research object — public universities.
Research subject — external and institutional governance processes as a factor influencing
university development. The research question — do public universities have possibilities and
necessity to implement new innovative external (higher education system level) and institutional
level governance processes in order to ensure university effectiveness.

The author has used empirical research qualitative methods — expert interviews, case
study and comparative analysis. Theoretical concepts from university governance publications
in public management, public administration, tertiary education management from European
and other countries are used. The European University Association (EUA) research concepts
have been used as a methodological basis. The research incorporates issues of higher education
reforms [4] and new tendencies in university governance which are currently topical not only in
Latvia but also in other countries [5].

The author comes up with the following conclusion at the end of the research:
improvements and innovative approach in university external and institutional governance
processes are necessary in order to implement university goals and objectives in current global
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and competitive society. Special university administration attention has to be paid to such
external governance processes as increase of autonomy, legal issues, introduction of external
stakeholders into the university decision-making body and resources’ concentration and
maximal return. Strategic planning, introduction of internal quality and auditing systems,
improved personal politics, funding diversification and management leadership are those
institutional level governance processes which have to be enforced under the new university
governance conditions.
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The aim of the paper is to define potential trends of the cooperation between defence and
private sector in the field of defence procurement (contracting). Although the concept of buyer —
supplier partnership and cooperation in the field of public procurement was launched in the
early 90-ies, there is still the lack of flexibility in the classical system of public procurement,
which is based on the bureaucratic principles and perception. The author’s research is based on
the theoretical sources and some examples of the cooperation between defence and private
sector. This cooperation covers all military levels of operation (strategic, operational and
tactical) and forms flexible integrated system of partnership that can be used as addition to the
standard military logistics. At the strategic level cooperation between private and defence sector
develops in areas of research and development (R&D), offset transactions, and planning of
different non-R&D projects (infrastructure, military logistics, equipment, consulting etc.) which
realization can be delegated to the lower level. In its turn, the cooperation at the operational and
tactical levels is more or less connected with the deployment of military units and their
participation in multinational operations worldwide.

During his research author has found out that despite of great centralization of the defense
procurement in previous years, modern procurement system can be described as a hybrid of
centralization and the small degree of decentralization at operational and tactical levels.
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In the last few years, optimisation of costs in business companies has become more
important than ever before. One of the cost items is salary and the related taxes. The role of
employees in the results of the commercial activity has increased significantly because it is
people who generate new ideas, introduce innovation and constantly invent new, unprecedented,
and preciously unimaginable items and services. It is therefore said for a reason that people are
the most essential asset of a company, and it is therefore important to seek opportunities for
keeping it.

The aim of the Study is to investigate the regulatory aspects of the labour market in
Latvia and use the results of the analysis to make recommendations for optimisation of salary
costs in business companies.

The authors investigate the concept of salary and its essence, types of labour relationship,
and the regulatory aspects thereof in taxation. Factors influencing the level of salaries and its
regulatory aspects on the national level are investigated. The authors use comparative data
analysis to obtain evidence that, in terms of costs, the employment contract is the most
disadvantageous formal type of labour relationship.

The result of the Study is developed recommendations for optimisation of costs in
business companies.

The teleological and conventional methods of economic analysis have been used in the
Study.

The methodological basis of the Study is the legislative acts and other regulatory
documents of the Republic of Latvia as well as publications on the research topic by Latvian
and foreign scientists.
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Standard financial performance indicators, for example Return on Assets (ROA), Return
on Equity (ROE), etc, have been used in the enterprise strategic planning process over the years.
At the same time one of the widely discussed pitfalls in the management process is weak
evaluation of the Intellectual capital (IC) system of the enterprise.

Since the beginning of the 20" century there were plenty of models and methodologies
created to evaluate the Intellectual Capital (IC) and its components. Moreover, since the
beginning of the 21% century appeared the idea on testing the interaction of the Standard
financial indicators and Intellectual capital indicators and Intellectual capital performance
indicators. The purpose of this paper is to choose the IC evaluation model that is based on the
analysis of the monetary value of the companies, to make the study on the Latvian banks and
compare the findings of the Impact of Intellectual capital efficiency on the financial indicators
in the current period revealed in other internationally published articles and the results of the
study on the banks in Latvia for the period 2004 to 2009.

The author has chosen the value added intellectual coefficient (VAIC™) by Public and
Calculated intangible Value (CIV) for the analysis and tests the impact of VAIC and its
components on the financial performance indicators. Making the summary of the findings on
VAIC and its influence on the standard financial ratios and CIV presented in other international
studies author makes the comparative analysis on Latvian and internationally published data.

The paper contributes to this ongoing discussion by providing additional experience of
using the Intellectual capital measures obtained using VAIC model and its’ impact on standard
financial indicators in business practice. In particular it reveals the relationship of VAIC and its
components to CIV, ROA, ROE, ROS, revenue growth, employee productivity, bank risk, barriers
to entry and other ratios in Latvian banking sector. The findings may serve as a useful tool for the
management of the banks or other strategic planning system. This is the first paper that examines
the relationship of VAIC and firm’s profitability for Latvian financial institutions. This is one of
the first papers according to the author’s knowledge that provides the summary on the findings of
other researches on the impact of VAIC on the financial performance in the structured way.

The research is financed by the ESF project “Support for the doctoral studies in the University of Latvia”,
No. 2009/0138/1DP/1.1.2.1.2/09/IPIA/VIAA/004.
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Hotels are characterized by the fact that there is normally a time lag between the booking
date and the arrival date respectively the real consumption of the ordered hotel product.
Nowadays it is a standard procedure in the international hotel business to send confirmation
letters with the stay information right after the completion of the booking process. But more and
more companies have started to take the chance to communicate with their guests before the
arrival also for marketing purposes to send up- and cross-selling messages. The question is, do
hotels harm themselves by such messages due to some kind of psychological reactance from the
receivers?
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We do often read the statement in the organisational culture literature, that leadership and
organisational culture coherences “the other side from the same coin” [3]. There exist several
discussions from managers about the implementation of organisational culture. A
comprehensive study, based on quantitative methods, in order to prove the correlation between
leadership style and organisational culture will be conducted. Furthermore, the underlying
research will discuss the acceptance of leadership styles by the organisational culture in
Hungarian SME sector.

Thus, the paper presents the state of the analysis in the Hungarian SME sector, gives an
overview about the empirical quantitative research methods of leadership, of the organisational
culture and the connection between these two. After the argumentation concerning this
correlation, the accepted and unaccepted leadership attributes in the Hungarian SME sector will
be summed up.

The “value” of the current study consists in empirical investigation of the correlation
between leadership and organisational culture based on “specialities” of Hungarian SME
sector.

References

1. Bakacsi, Gy. [1989]: 4 leadership elméletek attekintése. Kozgazdasagi Szemle, 36 évfoly-am,
7-8 szam.

2. Bokor A. [2000]: Szervezeti kultura és tudasintegracio: a termékfejlesztés problémaja. Ph.D.
dissertation. Budapesti University of Economics

3. Schein, E. H. [2004]: Organizational Culture and Leadership. Jossey Bass, San Francisco, CA.

Boldizsar Toth 165



Current Issues in Management of
) Business and Society Development — 2011

May 5 -7, 2011, Riga, University of Latvia

RISK MANAGEMENT IN PROJECTS:
THE MONTE CARLO APPROACH

Prof. Dr. Wolfgang Tysiak
Faculty of Business Administration
University of Applied Sciences Dortmund
Emil-Figge-Strafie 44, D-44227 Dortmund, Germany
Phone: 0231-755-4996
E-mail: Wolfgang. Tysiak@FH-Dortmund.de

Keywords: project management, risk management, Monte Carlo simulation.

Risk management should be an integral part within every project (cf. [1], [2]) and consists
normally of the following steps: (1) risk management planning, (2) risk identification, (3)
qualitative risk analysis, (4) quantitative risk analysis, (5) risk response planning, and (6) risk
monitoring and control. Especially in the steps (3) and (4) some analytical/statistical methods
need to be used because you have to work with uncertainties and therefore with densities and
distributions.

In the last 50 years a lot of analytical methods like PERT and GERT were introduced in
this subject (cf. [3]).

In my contribution to the conference, I want to show how to substitute all these
approaches by Monte Carlo simulation. Especially the advantages of the Monte Carlo
simulation should be elaborated: First of all, you get better results with less necessary analytical
tools! On the other hand, Monte Carlo simulation is more intuitive with less necessary
knowledge of mathematics and/or statistics and therefore receives more acceptance from
practitioners. All these aspects are mostly shown with concrete examples/cases that are solved
with a quite familiar tool: Excel (cf. [4], [5]).
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Risk management constitutes an important part of project management. General risk
management activities include identifying, analyzing, and planning a response to potential
events within the project. Respectively all risk management activities are documented.

Project management maturity models (for example, Organizational Project Management
Maturity Model (OPM3) from the Project Management Institute, or Portfolio, Programme &
Project Management Maturity Model (P3M3)) from the Office of Government Commerce, UK
provide a path for organizations to assess themselves against the criteria defined for the current
project management maturity level and for improvement plans.

Consequently, it can be assumed that the criteria defined for project management maturity
evaluation are also useful for risk management documentation evaluation and development. In
the paper the author attempts to substantiate the above mentioned assumption.
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During the USSR times semiconductor industry was taking care of the mass
manufacturing of main-stream semiconductor elements, ICs and computer chips. While the
most sophisticated chips were manufactured in Zelenograd (in suburban Moscow), Latvian
enterprise ,,Alfa” were mostly oriented on consumer electronics. Some most sophisticated
projects were carried out in ,,Alfa”, too.

Today only some small R&D-based companies are in the microelectronics field in
Latvia, employing only some designers with lengthy qualification and experience in solving
complex design problems. The company's markets at present are the former CIS and the
Baltic States.

What about the competitive performance in the foreign marketplace for Latvian
microelectronics companies?

Competitive performance in the marketplace for real-world signal processing components
depends upon several factors, including design and quality of products, product performance,
features and functionality, and product pricing, availability and capacity, with the relative
importance of these factors varying among products, markets and customers.

The competitiveness is defined as the set of institutions, policies, and factors that
determine the level of productivity of a country and all of it’s industries.

I would like to analyze main factors of economic competitiveness influencing the
competitiveness of semiconductor industry due to the context of the different economic systems
in Latvia:

e Factors Driven: Institutions, Infrastructure, Macroeconomic environment, Health and

primary education.

o Efficiency Enhancer: Higher education and training, Goods market efficiency, Labor

market efficiency, Financial market development, Technological readiness, Market size.

o Innovation and Sophistication Factors: Business sophistication, Innovation.
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Introduction/Motivation — There are many theories and empirical studies on
competitive advantage. However, the empirical studies, using mathematical models, tend to be
limited in scope and do not include supply chain parameters [1]. While there has been much
research on activities that can provide competitive advantage, there is little knowledge on the
process of selection and impact of supply chain management on the competitive position and
business performance of organizations. Firms need to understand how supply chain
management can help them achieve competitive advantage. As there is no single definition what
supply chain management (SCM) is, we use the most common sense of existing definitions —
SCM is a collaborative, customer and results-oriented management philosophy and its
implementation [2], [3], [4], [5]. This paper shall be a critical reflection of how supply chain
management can influence competitiveness of organizations based on a conceptual framework
developed by literature study as a basis for further empirical research.

Objective - The research objective is to understand how supply chain management with
it’s 3 core tasks based on — first Configuration and allocation, second coordination and
integration, third adaption and development can improve competitiveness [6]. How the impact
of non-system theoretical topics influences the impact of SCM and what constructs can be used
to evaluate as well this influence on SCM-performance [7]? A theoretical framework, based on
literature study, will be developed to evaluate how SCM influences a firm's competitiveness and
performance and show how supply chain management can help a firm to be more competitive.
The conceptual framework will help to identify critical success factors of SCM including
behavioural and organizational aspects and evaluate which factors impact the competitiveness
of a company most.

Design/Methodology/Approach - The research design is based on literature study to
develop a conceptual frame. This means the parameters for the evaluation of the impact of SCM
will be borne by literature study and existing case studies and put together into a conceptual
frame [8], which relates supply chain tasks, principles and practices to competitive objectives.
The structural model and the measuring variables can than be validated by empirical research.
The methodology used for empirical validation shall be structural equation modelling (SEM)
[9]. SEM offers a holistic approach that aims at closing the gap between philosophical and
statistical traditions. It offers a representation of both theoretical and observational terms and
their corresponding variables and the equations. The testing against empirical data shall be done
in further research.
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Findings — Provide through literature study of both theory and case studies a conceptual
framework which may give better insight how SCM can impact the competitiveness of an
organization. The conceptual frame nevertheless will give companies an input how to focus on
differentiating themselves in competitive markets through supply chain capabilities. It is
expected that companies that focus more on external supply chain management factors such as a
strong focus on customer relationship and management, gives better business results and that
strategic impact of SCM activities has a higher impact on competitiveness than operative topics
of SCM. These findings can be used as well as a diagnostics by companies to check their
current Supply chain performance and understand how this impact on their competitive position.
The research paper and the findings of the literature study will be limited in validity to the case
studies evaluated. For a theoretical generalization of findings a broader sample of case studies in
further research has to be applied.
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Qualitative business environment stimulates business development and increasing
competitiveness, growing number of new companies and decreasing illegal entrepreneurial
activities. Favorable business environment is one of preconditions for investment promotion.
There are different external factors impacting business environment in Latvia, such as
economic policy, judicial policy, development of technologies, competitors market position,
general accessibility of knowledge and capacity as well as tax policy implemented by the
Legislator.

Governments use tax policy to promote certain objectives. Tax policy is at the forefront
of debates on attracting mobile capital. [1] Most corporate tax reforms have been driven by the
desire to promote competition and avoid tax-induced distortions. Almost all tax reforms can be
characterized as involving rate cuts and base broadening in order to improve efficiency, while at
the same time maintain tax revenues. [2]

The aim of research is to analyze amendments of the law ,,On corporate income tax” to
identify their impact on business micro environment in Latvia; to find theoretical and empirical
evidence of corporate income tax relevance as incentive for foreign direct investment
promotion; to suggest alterations for stimulation of business environment.

Authors provide a set of sequential issues for business environment analysis. This paper
describes the aim of amending the law ,,On corporate income tax” within a context of business
environment improvements.

According to OECD research corporate income taxes can influence the choice of location
of factories and offices and there is evidence that location decisions are becoming more
sensitive to tax. [2]

By analyzing changes in dynamics of corporate income tax, this work reports if
alterations in corporate income tax rate impact particular entrepreneurial activities. This paper
describes relationship between tax rate and foreign direct investment inflows. Empirical data of
corporate income tax dynamics from 1995 to 2011 and data on foreign direct investment flows
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was used to examine this relationship. The paper describes elements that create corporate
income tax reliefs and identifies most important components of tax reliefs that have positive
impact on business environment.

On the basis of the research authors conclude that Latvian Legislator’s attitude towards
investment promotion varies and cannot be unequivocally defined. Tax reliefs stimulating
investment flows were stipulated by Law in 2001, but excluded from Law already in 2006. In
this paper authors analyze motivation of such decisions. The regulations providing support for
investment projects in Latvia enforced on 1 January 2011. Authors analyze motivation of
potential investors to invest in Latvia and, if lower corporate income tax rate will attract higher
levels of foreign direct investment. This work describes incentive elements of business
environment implemented by the Legislator of the Republic of Latvia — the policy for corporate
income tax reliefs as incentive for investment promotion in Latvia.

Authors conclude that investment promotion incentive proposed by Legislator — corporate
income tax relief for investment is not available for small and medium-size businesses that
constitute more than 70 per cent of total number of economically active entrepreneurs.

In order to reach the aim of the research authors mainly explore legislative base of
Republic of Latvia, scientific literature and existing theories on capital taxation and
investment.
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The selection, implementation and maintenance of standard ERP (Enterprise
Resource Planning) software are a commodity part of the business for big enterprises.
Contrary to that, in the area around the smaller and mid-size businesses it is significantly
different. A lot of small, mainly local IT companies are implementing a large number of
different ERP solutions according to the same large number of different methods. Hence
their need for a professional ERP system support is higher than ever. A study (2005) of 550
companies showed that over 57%-70% of large companies are currently using ERP systems
but only 27% of SME companies [2]. Jutras stated at the end of 2009 that over 30% of the
mid-size companies are operating without proper IT tools / ERP systems [4]. “Overall the
ERP market will grow to 45.2 billion US$ in 2011 from 30.6 billon US$ in 2006 according
to an October IDC report” [7].

Managers of mid-size companies know that profitable growth in a global environment is
dependent on very efficient business processes and a strong, supporting ERP environment. An
actual study shows that 68% of the managers are absolutely aware of that their success and
growth are dependent on a powerful IT and even more than 72% believe that flexibility during
growth is dependent on the IT landscape [5].

The buying and implementation process of ERP is a fundamental cost factor. In a lot of
industries in mid-size companies it is over 5% of the yearly turnover [1]. Therefore the selection
of the standard software is one of the strategic instruments at mid-size companies. 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.

Thus, the selection of an ERP system is not the responsibility just of the IT department as
generally assumed; it is the responsibility for any manager in a lead position of a company [3].
“The current focus on organizational buying behaviour continues to be the same, largely
ignoring the advent of IT” [6]. Especially for mid-size companies the buying procedure, a
successful implementation and later service management can not be decoupled. It is a long
process to create this awareness at senior management level from the very beginning.
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In Latvia the rights of men and women are equal in the legislation, however, in particular
spheres of life there use to be different situations for men and women, regarding to statistics and
author’s researches one of the main problem according to gender equality is unequal proportion
for top managers’ positions in the public administration, also politics is one of the areas where
the de facto gender equality remains to be achieved. Latvia has decided to use the integrated
approach to solve the problems related to gender equality, that means the principles of gender
equality must be taken into consideration while solving the issues and forming a policy in any
field of politics and at all levels, especially when the influence is anticipated directly upon
society. The Author for several years has hold research to recognize situation and to define
problems that keep away women from taking part in high level position jobs in public
administration, especially because 69.9% of senior specialists and specialists in state
administration are women, but among legislators, top-level state officials and managers
women form the minority — 36.7%. This article provides an inside into gender equality policy
in Latvia, as well as input from other partners like non-governmental organizations, which
promote the public awareness about gender issues and the change of gender roles and
stereotypes, and who are an important partner for governmental institutions in the development
of gender equality policy and gender mainstreaming. Paper also examines Latvia’s practice in
dealing with gender equality problems. Finally, to improve the situation of women in leading
public positions in Latvia, the authors offer recommendations and possible solutions.
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The higher education system and the behavior of higher education institutions have
changed over the last decades. These changes are fostered by such factors as mass education,
internationalization, attraction of private funds, science and technology development and
development of economics, globalization processes. The author has noticed that the behavior of
higher education institution mainly depends on its financial funding system — whether it is state
financed or partly financed by the state or financed only by private funds. In addition because of
the globalization processes the universities started to compete for the best students not only on
the local or national level but also on the global level. This growing competition and the
different HE institution funding systems fostered the universities to start to use different
management and marketing methods which usually are used by private profit-oriented
companies. However mainly the HE institutions are non-profit organizations. Above mentioned
tendencies caused discussions about the HE “customization”, “marketization”, and
commercialization. More often arises the question — whether there are HE customers and what
actually is the “product” of HE. These tendencies have many “pro” and “cons”. One of the
positive sides of these tendencies is entrepreneurialism in a HE institution. “Entrepreneuralism
in a university setting is not about generating resources... Entrepreneuralism is a reflection both
of institutional addictiveness to changing environment and of the capacity of universities to
produce innovation through research and new ideas. [as well as] entrepreneurialism can be
found in various innovative forms of teaching either to new clientele at home or embodied in
programs for internationalization.” [1]

The author discusses in this paper the positive and the negative sides of the changes HE
institutions behavior, the entrepreneurialism phenomena at HE institutions and proposes
suggestion for HE institution development strategies.
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Labour market institutions form the basis for labour market functioning and shape labour
market microfoundations that underpin labour market macroeconomic outcome. Labour market
institutions represent a complex system that affects both the supply and demand for labour. It
can stimulate employees and employers to get involved in labour relations and, conversely, can
create an environment that distorts the incentive mechanisms and reduces efficiency of a labour
market. Better understanding of the microeconomic mechanisms that underlie the functioning of
a labour market contribute to better knowledge and more accurate interpretation of the
aggregated processes.

The author performs comparative analysis of labour market institutions in Latvia vs. other EU
countries and considers their impact on labour market flexibility. The analysis is based on data from
Eurostat, OECD, World Bank and World Economic Forum, as well as others’ research results. The
author analyses legislative changes that were implemented over the last ten years, giving a special
focus to the post-crisis period. The author evaluates the impact of formal legislation on labour
market flexibility in Latvia relative to other EU countries, as well as provides very simple
econometric evidence on actual law enforcement in new EU member states vs. old member
countries. The author considers the following labour market institutions: (i) Tax burden on labour.
Taxes affect a labour market through the wedge between real labour costs and the net wage received
by a worker. (ii)) Minimum wage. A minimum wage represents a price floor for labour, thus a
minimum wage which is set above the competitive level reduces employment. (iii) Employment
protection legislation (EPL). By restricting an employer’s ability to reduce employment in
recession times, “strict” EPL create disincentives for increasing employment also in boom periods.
(iv) Trade unions. Trade unions tend to achieve wage gains for its members by monopolising
labour supply in the unionised sector; strong trade unions reduce nominal wage flexibility.

Author concludes that in all of the above aspects, with the exception of trade unions,
formal legislation creates a relatively rigid environment for labour market operation: the tax
burden is not much different from the average EU level, minimum wage is high relative to
labour productivity, EPL norms are strict. At the same time, the author provides some evidence
pointing to relatively weak law enforcement in certain areas in new EU member states as
compared to EU-15. Currently this allows for a comparatively flexible labour market adjustment
to shocks, however, in a longer term one might expect that strengthened institutional capacity
will reduce Latvian labour market’s shock absorption capacity.
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Economic Development is one of the main goals of any Economic studies, because it
leads to an improvement of essential economic indicators such as GDP, income and as the result
improvement the quality of life.

It is a common truth that innovation is an engine of the process of development. So, how
innovations arise and what we can do to help the action. According to Schumpeter’s opinion
entrepreneurs are people, who create new staff and make a development available for the rest of
the World. But it is not casual thing to create a new product or establish a new procedure, it is
not only takes a lot of time and efforts, moreover, it requires appropriate institutional
environment for creators of innovations. Any country has to create such an environment in order
to stimulate innovational development. There are a lot of studies about the topic, nevertheless,
in the current paper Creativity index.

The Creativity index was developed by American economist R. Florida and based on
three main characteristics of the country, that’s why it sometimes calls “3T-Index” because of
three “T”: technology, talent and tolerance.

The first one is technology. It describes the condition of technological development
or to be more specific development of high technology of the country and consists of two
essential characteristics: high technology index and index of innovations. High technology
index shows us an output of high technological enterprise rate in all output of the country,
index of innovations can be counted as number of patents per person.

The second is talent, which can be described as the rate of high educated people among
workers. Educated people are the basic force of Economic Development and according to
OECD it is necessary for sustainable development of any country to have such ratio close to
40%. A very few countries have such a huge ratio of educated people and they mostly situated
in Europe. Belarus had 23.8%.

The last one, but not the least is tolerance. It also has multiple structure and includes
bohemia index and migration rate. Bohemia index is counted as rate of workers employed in
such industry as culture (theatre, moviemaking, paining, etc.) and migration rate shows the rate
of migrants in population. Developed migration and artistic association is not a productive
factor, nevertheless it is an indicator of favorable environment for development innovations,
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which can only be created by educated people with unusual mode of thinking in the society,
which are ready to except an innovation.

To crown it all, it is necessary to point out that innovations are engine of the
developmental process and institutional environment is a mechanism, which runs the
engine.
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International Joint Venture (IJV) as a popular business model has attracted a great
attention among researchers, firms, professionals and government policy makers. Yet given the
dynamic nature of business environment it is rather hard to measure 1JV performance. This is
particularly true for IJV performance in China because of the significant difference in culture
and management styles between China and other countries. This paper develops an integrative
framework to examine 1JV performance in China. The framework will then be validated by
using a number of case studies. The main objectives of this research are to give a critical and
comprehensive literature review on IJV performance in China; to identify, investigate, and
classify a number of IJV performance measures; to build an integrative 1JV performance
framework incorporating all the essential performance measures and other factors; to validate
the integrative framework by using Sino-foreign IJV cases. One of the main challenges in
evaluating 1JV performance is the measurement of its performance. Some of the measurement
factors used in previous studies include satisfaction, financial indicators, survival, duration,
instability, and stock-market reaction. However the use of objective measures may fail to reflect
the long-term goal of 1JVs. On the other hand, using subjective measures in evaluating 1JV
performance will have difficulties simply because they are not obtainable using objective data.
Therefore in this paper I will examine both objective and subjective measures and they will be
classified and grouped based on their respective significance of relevance to 1JV performance.
In the framework validation section, comparative case study approach is used. Case data will be
collected by using questionnaires and semi-structured interviews. At the end of the paper,
conclusions are made with an outline of future research directions.
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Studies of the effects of employment protection frequently examine protective
legislation as a whole. From a policy reform perspective, however, it is often critical to know
which particular aspect of legislation is responsible for its observed effects. Latvia is one of
those countries, in which the predominant approach is the “mainstreaming model”. The
approach involves provision not just special employment services to people with disabilities
but also employment-enhancing measures in all policy areas. At the same time some targeted
active labour market policies have been implemented through financial incentives for
employers hiring people with disabilities (e.g., subsidised working places) [1]. There are few
main political documents and legislative acts regulating employment of people with
disabilities [2].

Several empirical studies have suggested that the “mainstreaming model” reduces
rather than increases employment opportunities for people with disabilities. Anti-
discrimination law is fragmented in Latvia: there is no one single comprehensive law and
random anti-discrimination clauses are scattered throughout different laws. The results of this
system are not satisfactory, for example, the rate of employment for people with disabilities is
only around 10% in Latvia [3]. The data from the European Commission show, that people
with disabilities are at least 17% of the EU working age population; only 40% of them are
employed, whereas this rate is 64.2% for the non-disabled [5]. According to the European
Disability Strategy 2010-2020, more people with disabilities need to be in paid employment
on the open labour market [4].

The employment situation for people with disabilities in Latvia could be greatly improved
by implementing specific features from the models employed in Germany, Spain, and the UK,
adjusted for conditions in Latvia. There are the several fields where changes in legislation and
policy documents in relation to persons with disabilities would be necessary [5].
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In nearly any pro- and also non-profit organization there have been significant changes in
the structure of communication means during the last decade. Therefore it is a matter of course
that besides informal verbal communication there is an electronic mail system. In addition often
it is possible to have an online-communication via “chat-system” parallel to the well-established
telephone. Sometimes these chat solutions are part of the official communication system, and
betimes technically-experienced employees install it on their own. Sometimes communication
media which base on this technology can be encountered.

Obviously a lot of advantages of such additional ways of communication are seen.

Thus it is much easier and faster to reach colleagues, nobody has to leave the office for
communication, every dialogue can be stored etc.

In the administrative business area all over online-connected PC-Terminals exist as
standardized working place. [1] In this context an E-Mail program of a well-known software
producer is available in a bundle. So the marginal costs by using this kind of communication
seem to go to zero.

But it is arguable if also negative side effects result by this way of communication. [2]
More specific expressed, negative side effects caused by a mishandling of communication
opportunities could be a problem. This could be due to an overflow use and the obliteration of
the border of private and business use. Often there evolves a kind of group dynamics up to a
group force etc. in using these media obsessively.

The author is convinced there seems to be a gap in research concerning negative side
effects caused by a mishandling or abusive use of communication opportunities in a business
organization environment.

The experience of the author is that one can detect in many business environments an
overflow use of the established communication media.

Thereof a lot of users are not aware the huge time resources that are consumed. [3] The
original intention to make business procedures more efficient can be foiled. It is questionable
how to organize this issue in an optimal way.
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