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FOREWORD

International Balkan and Near Eastern Congress Series brings together many
distin guis hed social an d behavioral science researchers from all over the world.
Participants find  opportunities for presenting new resea rch, exchanging information,
and discussing current issues.

We are delighted and honored to host the IBANESS Congress Series in Kstanbul /
Turkey . Presented papers have been selected from submitted papers by the
refe rees. Sincere thanks to those all who have submitted papers.

We hope that through exchange of the presented researches and experiences, the
Congress will enhance commu nication and dissemination of knowledge in Balkan
and Near Eastern Countries.

The Organization Committee
September 11-12,20 21
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Value Chain®©f Apple Sector Of RepublicOf Moldova

Arpinte SVETLANA

Technical University of Moldoya-mail: svetlana.arpinte@sam.utm.md

Abstract The purpose of this article i identify the entire value chain of applproductionsector from Republiof
Moldova beginningwith production and ending with final asumer Value chains of applsector is important to
structure a frame of actal situation on the production sector, varietieonsumes Habit, exportpossibilities The
research mairaim is to underline the situation in appfgoduction sector at actual time ahto plan a strategic
overview for a future devepment. This will makegossiblefor entire sector to make necessaryasiges fo example

to acces new export markets or to chang apple varieties Another reason is to rés productivity and qualit
productions as well as t@rient investmentpossibilitiesin right direction.To achieve this goal, we used research
methods seh as aalysis and sythesis, comparison, generalizatiostatistical analysis, expert assessmentsl an
surveys, structural and logical.

It should be noted thatpple sector is one verymportant for Republic of Moldova economiyom the export
perspective. Analyss of the sirveys and researchesiterature shows hat today, among researchers and
practitioners, there is nalear vision othe sectorand approachof development of apple seat.

Keywords:value chain, development, apple sector

1.INTRODUCTION

Republic of Moldova agricultual sector haperspectivego developfruit production £gment to satisfy
internal and exterral marketdemand Studyingvalue chain of apple production sector can bring up the
solutions on identikd problems.

According to FAO perts until 2050 the demand oagro-industrialproducts will rise up to 70 % and the
sector has to be atrategicpriority to development for food safgtand security

2. FRUIT SECTOR CHARACTERISTICS IN REPUBLIC OF MOLDOVA

The production of high value cropsspecially fuit, offers the best potential foincreasing profits and
incomes in ruralarea. Economic indicators obtained per unit efea (hectare) is higher for fruit
compared to field crops.

Market economy trenderient agriculturd producers to pradgte and respct following aspects
1 Implement modern intensivéechnologies
Developvalue chain on product

Practi@ commercialagriculture

1

1

1 Developmarketorientedinfrastructure

1 Promote cooperationandassociation of prodcers
1

Aacessing new markets

An inmportant operator in the fruit sector is the European Union, botliririt productionas well as their
consumption.Next, we aim to analyze the state of the fruit sector in the Hdcause it is in the
immediateboard of the Republic of Moldova and is a ategic market folour country,moreoveras it is
ratified the Association Agreement with the EU, which provides séamdities for marketing fruit. The
agreement allows some marketing facilitiesfruits, namely: 80 thousand tons of apples, 10 thousand
tons of pluns and 10 thousand tons of grapesbenefits fom exemptions from customs duties and
thus offers clear opportunities for market accdssm EU countriesA big problem inthe apple trade is
the quality offruits and the certification of Global&>
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Areas cultivated with apples in the EU tenddecrease in 2016 compared to previous years, because all
the orchards that arglanted are intensive and sup#ntensive, which ensures the competigivess of
apples.

The important EU cauries that praduce apples are Poland (19.7%), Italy (15.8%) andc€&1(d3%).
Poland in the last @ years has doubled the volume of apple production andhigmgortant operator
on the EU market.

The current low efficiency of the agricultural sector is due to poor etadonnection andow-level
competitiveness of agrictural products. This state dffairs is determined by a string ofefficiencies
of interconnected markets, which together form a vicious circle difficult to face.

The production of seed fruits havepasitive development trend since 201fie volume of poduction
increased 2 times compared to 2010 while the areas on fruit or redGc8%h in the same period. The
seed sector is doinated by apple orchardswhere there are qualitative changes and farmense
oriented to the planting of intensive and super émssive orchards, which allow to increase the
competitiveness of local fruits.

In the Republic of Moldova it is estimated ththere are approx. 2 thousand hectares of supgensive
apple orchardsThe specialists fronthe fruit branch estimates that in 10 years the areasofer-
intensive apple orchards widonstitute approx. 8.80 thousand hectares, which is a good trend and
requires support foencouraying producers to apply modern technologies fimit production

Modernization of fruit production technology, increasing the level of intensity plahting orchards
with perspective varieties have contributed to reasing the volume of fruit imecent years compared
to previous years, which is @gd thing and is sustainabfer the given sectar

For the fruit business it is important to select varieties for cultivation, becdhs& correct choice
allows the manufacturer to guarantee its mark&he fgure below proposes for analysis the stnuet of
apple production in 2017 in the Republic of Mova after sorts from the total volume of apple
production of 430 thousand tons.

Analyzing the registered apple harvest of 430 thousand tons in the bRepof Moldova and the
structure by sorts, we amlude, that the assortment range is not the best, because the massive
plantings of the last 1A5 years have not been correlated witthé demands of related markets and
manufacturers are forced tadjust bisiness based on current conditions. In the stanetof the volume

of apple productiondared holds the lead with 26.7%, followed by Golden with 17.9%, Florina with 9.8%.
For the last aes3-5 years there is a tendency to improve the assortment qualitylafited apples, but

this effect will be felt afte a longer period as soon as the orchards come into fruition.

In Moldova the total area athe nursery was 366 ha,dtuding 198 ha of mother plantationp2 ha of
rootstock plantations and 193 ha of the second fruit nursery field.

In 2016, in Moldova as produced fraiplanting material such as: appl®,904.3 thousand, pear888.9
thousand, plums 1,221.3 thousangdcherries- 752.4 thousand; cherries641.5 thousand; apricots
311.4 thousand; peacti14.7 thousand.

Currently there is a poorer di@ in terms of planting fruit orchards, wheffarmers are investiging
much more the assortment range needed for planting, and technolog@sction of propagating
material suppliers

Large companies that practice the fruit production mesis directly mport material planters from
abroad, because they have access to #igos, they have no barriers in communication (languages
known because they have qualified specialists employed) and want to start a fair businesstdrom
with a performance planting raterial.

For the sustainable development of the fryiroduction sector in the Republic of Moldova it is
important to intervenes for the correct orientation of produceto grow the fruits that are required and
havedemand in regionainarkets.
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The fruit sector is expected to grow rapidly for the next 10 rgawherever they wanbe invested
considerable money, because it is a highly profitable sector and has an intaoesased for the
business environment in the rural sector of the countriye positve aspects that will ensutiacrease in
fruit yields pe hectare are: (i) efficient innovations and technologies, (ii) plantinintasive - and
superintensive orchards, (iii) varieties with high production and market potential

3. ANALYSIS OF COMPANIIPERATING IN THE FRBCTOR OF THE REPUBLIC OF
MOLDOVA

According to the Cadastre Agency on January 1, 2017, the land areagvitlultural destination was
2.04 million hectares or 60.2% of the total areaejfublics. 800,000 people work 33 acres

Thus, most of the agricultural land 754,169 hectare$37%) ae processed by 35,545 LLCs, of which only
100,000 are own lands, arabout 87% are leased. Of the 654 thousarakkxl hectares, only 38,785 are
for a termmore than three years, which is not sustable for agricultural producers and requires costs
for their completion after the expiry of the lease teri®51,268 Peasant (farmer) households process
515,629 hectares aabout 25.3% ofotal. Thus, the average per GT is almost 1.5 hectares. One third o
GTs have less than omectare of agricultural land, ang6.7% from one to five hectares. Only 754 GTs
have areas ofand of 50100 hectares, and over 100 hectare$6,93L GT, which own a total of 92,398
hectares.

Another 239,724 hectares of agricultliland are cultivated independently by 799,8®@lividuals.Here
the average area is only 0.33 hectares.

There are 2,709 Agricultural Cooperatives that own over 87,500 hfestand 152 Companies shares
manage almost 30 thousand hectares. Over 272 ffaoal hectares of agricultural lartztelong to the
state, andabout 70 thousand local public authorities.

Agricultural enterpriseprocesses 78.8% of the orchard area per republic, and 21.2% is concentrated at
peasant households (farmers).

The dstribution of seed orchards in territorial profile is maintpncentratedin the northern area-
75.5%, followed by the central area with only 19.1% and the southern area 5.4%ndutearn is
attested with the best conditions for seed fruits

Internal consumptia of fruit by the value chain cluster, namely presig plantgwhich should be an
important operator) is an important one, but it is not always balangethe purchase price of apples
(which from one season to another can be 2 tinmégher and vice vees and where the price of apple
concentrates on irgrnational stock exchanges does not have such big price jumps)

Examining the domestic consumption of fresh fruit by the population of the country it is foundsthat
one below the permissible norms (thepcapita norm of fruit consumption @nly 28.1% ofthe norm or
only the fourth part) and is an insignificant one of approx. 7% of the volataé production.

Analyzing the datan the structure of fruit exports of the Republxé Moldova,we conclude hat fruit
export earnings on EU markets are more advantageousimpaingto CIS countries (here pests the
form of cash payment, fruit customéave indicative customs price and cannot be assessed
qualitatively). Quantitative fruit exports are lowen the EU, but generates much higher revenues
compared to CIS countse

It is worth paying attention to tle comparison of the average export prices of Moldovan fruits on
different marketsstrategic. Thus, we find that the export prices of local fruits ratech lowerthose of
import. This is explained by the fact that Moldovan fsuétre oriented orower segmat of consumers,
due to low competitiveness (quality, packaging, appearanageties).

Examining the structure of apple imports in the Russian Faita in 2017, we find that Molova hasan
important place in the import of apples with 32.5% of the total, followsdSerbia 23.8% and China
14.2%. Local apples are sold in the lower niche of the fruit, where those are off@nea prices
because tley are not washed, calibrated dmpackaged properly.
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4. ANALBISTHE VALUE CHAIN OF THE FRUIT SECTOR

Moldovas agriculture has traditionally continued to be the basic sector of the econwithya share of
15.1% in GDP. However, the current dynamics of agmi@ll developmentit is characterized by
pronounced instability, inadequate quality, productivity and incomed the lack of weltlefined
priorities in the policies promoted in the agdod sector

The methodological approach applied to the analysis efftiit sector elucidatedhe current state of
sector, as well as opportunés and challenges, which must be overcome in the following directions:

1 the fresh produce sector, currently developed, could recover quickly and redeinational
competitiveness if they increase invesients in agricultural technologies and agricultural
techniquesinnovative production (supeintensive orchards, highielding plant varieties), as
welland in irrigation and marketing infrastructure (cold stores, packing hoetes;

1 processing sector, oth more disadvantaged in development compared te filesh produce,
currently an active player in export markets, has opportuniégeellent to expand its presence
in target markets, where three pillars are providédsic: raw meerial, skilled labor and
development of new products on dematicreased.

Thus, both sectors largely depend on the modernization of primary agriculture

4. CONCLUSION

The fruit sector is of strategic importance for agricultw® Republic of MoldovaFuwit production
contributes to environmental conservation, economic growth and generating many direct i
indirect in rural localities.

The frut sector in the Republic of Moldova has managed to increase the quality, but we do not have all
the optionscompetitors, which hinders the successful development of the business. Pod@haed
resultsare the following:

1 More attractive wooden paaging and have cardboard packaging and their production lines
1 Only 28 fruit packaging lines

1 From the total volums of refrigerators (22230 thousand tons) approx. 1500 thausand
tons are destinedruit storage (especially apples and plums)

1 Positiwe trend in planting orchards based on intensive and sdpe&mnsive technologiesyhich
ensures the quality / competiteness of fruit production

1 10 manufacturers have a Glob#8 certificate and there is an increased interest among them
of fruit produces to access EU markets (30 producers)

The fruit sector of the Republic of Moldova is becoming more organized and Hosviftg can be
elucidatedpositive aspects obtained these directions

1 Simplified procedure for the recognition of phytosanitary produansl fruit sortsapproved in
the EU is beneficial to the given sector

Consolidation of prodcers into producer group®r joint marketing
Consolidation of fruit volumes by exporters and organization of stable deliveries

Weak synergy in the relationsgociation- exporter- processor producer

= =4 A -2

Traditions and historical experience of frpitoduction, funds available fonvestmentsand
increased business interest
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1 Favorable conditions for the development of organic agriculture

1 The government togder with theR 2 Yy ZIPbit and understand the importance of the
development of fruit growig asbranch of High Value Agricute.

The fruit sector in the Republic of Moldova needs essential andragmis modernization foensuring
sustainable developm# and increasing the competitiveness of Moldovan fruits. Tiiserative must
be ensured by the most efficient interconnectiohall actors irnvalue chain

The largest share in the quantity of fruit purchased by enterprimegessing consists of apple32¢6)
and plums (2%).

Currently, less than 10 agricultural enterprises in Moldova hold EurepGAP certifitatisash appés,
which dlows access (for the time being theoretically) of theseduced in EU supermarkets.

There are some common recommendations that specialists from agriatibector gives to all implied
actors, due to improve and achieve the results in the shotime:

1 There is a lack of operational and statisticabmfiation on the state of the fruit sector for all
value chains, which impedes the decisimaking process and the correct elaboration of
sectoral policies

1 The currentassotments need to be impioved and fruits with prspedives in the regional
markets (norhomogeneous varieties and the impossibility of creating a consolidated supply)
need to becultivated

1 The lack of post harvesting facilities such asqueling lines, refrigerata sorting ard packing
lines. Theecommendationis to extude taxes fromthis part of valuechain.

1 Problems withpackaging and lack of investments in promotion.

1 Diversifyirg markets to avoid ristied byinstability of traditional markets.
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The Trend of Family Business Development in the Ndilennium. A Case
Study in Albania.

Aurela Brahdli*

1 European University dfirana,aurela.braholli@uet.edu.al

Abstract Family busineses as the ldest form of family business organizatiorpresent a considerable part of the
formal economy in developing countries. The aim of this study is to present a picture of family business
development in Albania, specifically in an area of therEir®istrict i.e. to identify the relationship that exist
between the initiative to open a family business and the current secamomic factors in Albania, as this sector
offers an important contribution to a country's economic growth and employmerellev

Primaryand secondary data were used to pool the datahis study. The grouping of the main data is carried out
among the quantitative research tools, such as the forms sent and filled in electronically by the managers / owners
of the family business. The seawlary data is the result of a review of exe and contemporary literature on

the characteristics of the family business in the world. With the results, analyzes and recommendations of this
study, the aim is to better understand at what pbithis phenonenon is widespread in our country, but alko

offer a modest contribution in addressing the problems that most family businesses may have, and in the growth of
their performance in the future to be strong competitors in the market.

Keywords:Family busiess, family conflicts, economic developmefihania

1.INTRODUCTION

¢CKS 62NR aodzaAySaaeg Aa + g2NR (GKIFIG Aa 6ARSE& dzaASR |
term communication. Busires was born with man. Like any serious human creator larginess, it

supports: the idea, the initiate, the vision, the concept, the strategy, the tactic, the plan, the

organization, the leadership and the supervision. The company understands or inglucesy areas

the broader or more limited activities, atting with the man with the knowledge of hinthe company,

marketing, management, legal regulations. Family businesses include businesses operating in different

sectors. All over the world these fos of business have become very important in the economic

development of any country.

2. UTERATURE RIEW

Since the familjbusiness represents more than 70% of the company in general, it also affects the
AYONBI asS Ay AGa SyLxtzevySyid tSgStod ¢KS &aLISOALFEAT SR f
family business that has been applied exnlaly to every possibl area, such as public and political

decisions, legal regulations, as an eligibility criterion for support services and the provision of statistical
RIGF® YR FOFRSYAO NB&aSkNDODKE @

Various dénitions of a family business have been magelocal and foreigmuthors.(BoemanUpton,

2000), states that family business is a form of business in which most of the wealth, or control of the

business, is in the hands of close family. According to &ngl§y members who are connected in the

compary, they are part of tb same business system as well as the family system, which shows that

these two systems are closely related to each other. While (Donnelley, 1964) considers a family business

only when itsidentified with at least two generations of family and both of tem have a common

influence on company policy and family goals. The family firm is thecorporate family members

RANBOGt e Ay@2ft @SR Ay 26y SNAKA LI failybisikeds iggdeftned byl 2 LIS NI
the authors Fed Neubauer & Alden b&, 1998, as ownership, partnership, form of business
organization, control and guidance for making decisions, all in the hands of a certain family. But in this

regard, control and voting are determined by family members, so that you have the freedomki® ma

decisions mainly in the selection of company directors (Dennis Leech & John Leahy, 1991).

Davis (1982) describes ac@cle family business based on family members, employees and owners. This
model is simple, elegant and versatile and has proven inviduabunderstanding the current position
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and perspectives of internal parties interested in a family business. As noted by Davis (1999), the first
step whenanalyzinga case of a family business is to identify the protagonists and other key actors. This
model includes all the parties interested in the activity, family members or not, whether they are
owners or employees. There must be a difference between owners with more and less rights and how
the impact of the decision is viewed in the strategic direttad the business. This tricycle model is very
useful for identifying and understanding the dynamics within the business of political forces,
interpersonal dilemmas, conflicts.

The Family businesses are always affected by the transition process from dsusiamagement and
ownership. The transition includes parts and resources of the family process. In this way family
members play a role in controlling the success of the management and the success of the property.
Therefore, effective integration and managent of domestic components has a decisive effect on the
continuity process. Often the family business continuity process is driven by technical components, such
as the typical case of work between current family business owners and trusted consultantsayHme
economists, lawyers, etc. In these situations, although the impact of the family component can be
considered, it is not actively integrated into the process.

According to the researchers Shanker and Astrachan (1996) it is emphasized that the os&st to
define a family business are:

A Percentage of ownership.

A Check by vote.

A Power over strategic decisions.

A Involvement of breakdowns.

A Active management of family members.

Although for many years there have been debates among various sshaldhisfield regarding the

SEIFI OG0 RSTAYyAGAZY 2F (GKS GSN¥Y aClYAfeée .dzaAySaaés Al
analyzed and understood without the inclusion of the main elements: The family, Management,
Property and theBusiness

Owrership isthe key to a family business. It allows a clear distinction to be made between family
businesses and their neiamily businesses. The financial management of family businesses focuses on
the balance sheet as much as on the calculation of thenmcetatenent. Astrachan, Klein and Smyrni
Ffaz2 NBFEOKSR GKA& O02yO0fdzarzys dzy RSNIAYyAyYy3dY aiGK
odzaiySaaé¢ FYyR aiKAA ONARy3Ia LINRPOfSYAaX SalLISOAITf(Te
change notonly baS R 2y 3IS23aNI LIKAO 02NRSNES>X odzi Iftaz2 oSOl dza!
O2yaARSNI aFl YAft& FANNVE adldGdza G2 06S adlFGAadGAOlrff a
firm and nonrfamily firm.

SNEB
Ay

1Y

Due to development, the goals andjectivesof a family business are likely to change due to the
intention to maximize the company's values. However, over the years they have been vatidayts

to identify said objectives. Some authors believe that the purpose of family businessesisethe

family and the core of the business (Singer and Donoho, 1992). Other research conducted by
gastronomes (Danco, 1975; Davis and Tagiuri, 1989; McGivern, 1989) sees purpose through the
interaction of family and business needs.

(Dean, 1992; WongdyicReynalls & Wong, 1992) In family business studies, finding continuity is not a
priority because families see their businesses as a way to prepare their children for a professional
career, not as family legacy. It is still unclear whether continuitygea ornot! A study on the family
business by Tagiurid and Davis (1992) states that 6 are the most important goals:

A be a happy employee of a company,
A enable financial security and owner benefits,

A to develop quality products,
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A to serve as a machirfer personal gravth, social progress and autonomy,
A promote good corporate citizenship,
A allow work safety.

It is clear that a family business has more to do with its complex purpose, with many more and more
variables, instead of just one purpose, itsisply coherent. Fnm the little research in thigrea, it is
difficult to conclude whether family businesses perform best with the traditional goals and objectives of
family businesses. There are also many questions about the influence of many family rmembenon
memberson family relationships, family ties, and family goals that deserve due consideration.

The studies conducted in the family business by various studies were mainly empirical studies. The
results obtained from the main family business sasihave never prasced unilateral results due to

the fact that nothing has been written on the definition of ownership, management and economic
performance.

In Albania, there is a great lack of technical productive competencies, such as knowledge,ertnieget

and basidnformation, but also management skills, essential to boot and to function as a business, for
your strategic planning and for financial analysis. Given the lack of these essential competitive
competencies, many managers have no indicatibawvailability tostart a new business. The realization

of the formation courses is of great importance for their survival, development and success, but also, at
GKS alryYyS GAYSTI F2N) GKS O2dzyiNEQa SO2y2YAO0 RS@St 2LIrS
The main purpose of thigaper is to helpdentify and address the key issues in the family business. The
study can also be used as a guiding material for individuals who want to further strengthen the
governance practice of family business but can also help achieve the obgedivenanagers and
financial managers in Albanian businesses, but also other persons who have an interest in theoformat
family businesses.

3. USED METHODOLOGY

In line with the objectives andiras of this work, the methodology chosen that would answer the
questions raisedwas that of observation and research through a dedicated questionnaire. In the
drafting of this contribution, after an initial selection, some information sources of localfamign
authors made in the field of family business have been used.

Since the hsic unit of the survey was businesses, it collaborated with Institutions and individuals for
data tracking from which it was possible to generate a list of entities operating as family businesses in
the local market, mainly in a part of the diva city. Tie study was conducted during 2020 and includes
110 companies of which only 100 responded to the direct questionnaire. The drafted questionnaires
were distributed to these businesses through personal contacts but also electronically as afékalt
situation caused by the COVID pandemic. The data relating to the profile of the companies entered in
the data of the companies will remain anonymous for the entire duration of the work, to avoid problems
that may arise. The study also went thrdug qualitdive analysis of the issue and a theoretical
argumentation regarding the verification of the questions of this research for the purpose of this study.
The findings of this paper, which will be presented through tables and graphs, are expedtetbto
address the problems that family businesses have, as well as to increase their performance in the future,
ensuring that these types of businesses remain strong competitors in the market, as well as playing a
significant role in the country's economievelopmen. The study will be limited to some areas of the
Tirana Region, while its expansion to other regions will be much more representative in other studies.

4. ANALYSIS AND RESULTS

In order to have a clear picture of the current situation of family busineissesr country, in addition to
the questionnaires filled in by the managers of family businesses, interviews with other experts in the
field of economics were used.
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These data obtained are qualitative data representing a current overview in particulae qgfafile of
the interviewees

4.1. Profile of the interviewees

From the demgraphic data of the survey of 100 family businesses, of which 48.5% carried out small
businesses, it emerges that 48% of the interviewees are men and 52% women, dominated2By3the

age group. Higher educated individuals (65.3% of respondents) were likelst to open a business,
being in contact with more information, innovations, etc. In addition, quality education has given them
the opportunity for a good stable salary (salgrhelping them to accumulate reasonable capital to start

a business. 45.5% the respondents in these companies held the position of manager while the others
were the owners of these companies. Table no.1 below shows the breakdown of family businesses
according to the sector of activity they operate in.

Table 1Sector ofActivity of the Family Business

Business Type Percentage
Import-export 2.0

Luna Park 2.0
Construction 14.9
Production 11.9
Services 32.7

Trade 35.6
Tourism 1.0

SourceAuthor 2020)

It is clear that a family business is more likely to have more complex, more humerous and more variable
goals than a single, simple and coherent goal. From the various researchesfialdhis is difficult to
conclude whether family businessesrform better with traditional goals and with the goals of family
businesses, or with the unique goals and objectives of family businesses. Furthermore, it is not yet
known where the goals and objectives of the company and the family coincide, when thapdmwien

they are not, how and why. There are also many questions about the influence of many family and non
family members, family ties and family goals that deserve due consideration. Based on this, the results
of the questionnaire show that the mosnportant objectives of the family business are the stability and
sustainability of the business in the coming years. 38.6% of the companies interviewed think this but
also that this sustainability can be achieved through good management of earnings loyvitez or
manager. 19.8% of these family businesses see profit and rapid growth as their primary focus, while
17.8% of them focus on achieving financial security and owner benefits as this will affect the profitability
of the business in which it operate$he restof the companies have priority over personal growth,
social advancement and autonomy, thievelopment of new quality products and good business
promotion.

Table 2: Source dficomeHRnancing

Source of income financing Percentage
Several shareholers 10.9

Credit in banks 20.8
Family saving 67.3

Other jobs 1.0
SourceAuthor (2020)
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From the table n®, we conclude that 67.3% of family businesses start making changes in businesses
through the family savings they have. This is best evidencethdoyact that nost of these businesses

are micro enterprises, but at the same time show the willingness of family members to influence the
growth and development of the company and the connections between family members. While
companies with a less advancathnagement sucture have created the company budget to make new
investments. Some of them, in addition to this, have also been directed by the bank to provide other
means of making new investments. 20.8% of family businesses stated that the main sbfinemcial

means for making various investments in businesses is provided by bank loans. Only 10.9% of family
businesses accept new partners in their business in case a decision needs to be made to make new
investments. This is due to the preservatiortiod family bugness as such, because if investments in this
business were made by otheartners,then it would no longer be the case, even the other members of

the family would no longer have the will to contribute to the development of the businessesitdny

their family.

Regarding the number of years of activity, the life span of these companies varies from 5 years to 25
years, indicating that they are not newly established companies where the employees are not just
people who have family ties. Jobs aneique interpesonal relationships with significant implications for
individual employees. Relationships in the workplace directly affect the employee's ability to succeed, so
the family businesses surveyed rate the family relationship in the workplad®@stant as 1 would

impact the stability and sustainability of their business in the coming years.

On the road to success, family businesses face many obstacles. The chart below shows that most of the
companies interviewed think that in our country tleeare many difEulties in opening a business or
expanding it due to numerous and very high taxes. Lack of proper legal infrastructure, facilities for doing
business for this type of business, as well as the lack of specigé&ednnelthat makes them fae

many difficuties in our market, directly affect the development and successful growth of family
businesses.

Chart 1: Barriers t&arting aFamily Business

Barriers to starting a family business
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Source: Author (2020)

In our country there is a much more pronounced link between family basiness than irother
countries, since relations between Albanian family members are much warmer and better than families
in Western countries. The results of the questionnaire show that family members are quite willing to
contribute to the development ofhe business, While the main business manager is able to do a lot to
solve various problems that may come to the family.

Asked if all family members have the same vision for their business; 25,7% of the companies agree
G/ 2YLIX SGSt ¢z HHDYHROTH AZRR ¥BHHYdEa I YRRAOF GAY3 GKIG 7T
provide support in most of oususinesseshoth small and large.

The same results are seen in the next question where it is seen that in most businesses, family members
agree to contribute to the achvement of bugiess goals. The availability of family members is also seen

10
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in their willingness to spend their savings on the realization of new business goals or investments. A very

aYFtf LISNOSyidlr3asS 2F p> 2F o0dzaAySod StatingltgtahgiSNER aC2 |
members are able to spend their personal savings in the interest of businesses, while 7.9% disagree very

little with this statement. As above, at the same time, this shows the trust that family members have in

the manager or leadenf the companywho in most cases is also the founder of this business. This strong

bond between business and family shows the efforts of family businesses to take control of their

business and their willingness to help each other.

Most family businesses kia a hard timeaccepting a foreign manager into their business, even if they
are a professional manager, and applying the practices he or she recommends from his or her
professional experience and position. Often these managers have a very big advargage solving

family problems. But in our family businesses that have participated 5.9% of them, have agreed "Fully"
with the statement that the top manager has priority in solving family problems, 11.9% "A lot" and
30.7% "Somewhat" and only 27.7% of besises think themanagers or business leaders do not deal
with family problems at all. This is also because many family businesses in our country find it impossible
to divide family and business problems and vice versa, but also because in most of teemsses all

family problems and expenses are covered or paid for by the business.

Another problem facing our family businesses is the fact that family members who work in these
businesses, fulime or parttime, are not be paid a salary but receive fic&@l means acading to their

needs. In our case this is confirmed by approximately 16.8% of surveyed businesses. This proves that a
large number of businesses taken in this study still need management restructuring by accurately
identifying the family merbers who are pd of the business, their duties, expenses and earnings, but
also those of the business.

Family businesses always work in favor of family interests, and this is best demonstrated by the fact that
other family members who are not part of tHmusiness alsoxpress an interest in learning about the
various processes their business goes through. This is best shown by the strong bond between family
members and the company, as well as by the continued support from both sides. However, some family
business executes discuss very little about the business with other family members. They also try to be
as creative as possible by not letting family problems negatively affect them in any way. On the other
hand, this can be seen as a lack of transpardrmy most of hie family members who are not part of

the business towards their business managers. For a family business to be successful there must be
constant relationships between the members but also family problems must be looked at so that they
do na affect the swecess of the business. In the graph below we will see how much information
managers have on the needs of employees, the company and the level of transparency they have in
these family businesses.

Chart 2: The.evelof Transparencyf the Conpany Executivavith Other Family Memberand the Level
of His Informatioron the Need<f the Company's Employees

The level of transparency of the company executive
with other family members

2.0%

18.0%
31.7% = None
3.0% = Somewhat
A little
Fully
= A lot

44.6%

Source: Author (2020)
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The results of numerous studies on the benefits of these businesses show that family businesses
perform better than ompetitors notin the hands of familybusinesse!. 42.6% of the businesses
surveyed say that their family businesses are profitable in the long run and this may be due to the high
return on integral power that exists in the family business that does nist éx the comptition. The

family - as an entrepreneur shows a very high commitment to business growth, seihg and the
handing over of work to the younger generations.

As a result, many family members identify with the company and at the same tien@illing to work
harder and reinvest their profit share in the business, driving development in the long run.

Chart no.3 best shows some of the best practices that lead these companies to their successful
continuation.

Chart 3: Best Practices Leadingstaccessful Business Continuity

Best Practices Leading to Successful Business Continuity

60.0
o J0.0
o0
S 400
g
g 30.0
)
A« 20.0
0.0
Creating capital Creating a flexible  Acceptance of Attracting and
and other assets and innovative strategic hiring non-family
and preparing body knowledge managers
young people to
run a family
business

Source Author (2020)

To be as successful on the market as possible, famiiijnesses try to anticipate changes that may occur

in the future, in order to prepare a strategic plan that can guarantee their economic stalibimpared

to other businesses, in this type of business, their manager appoints his heir within the cifafeilgf
members. Many of our companies don't have such a thing yet. For family businesses in our country this
poses difficulties in the transitioto the third or fourth generation of family business management.

Achieving the maximization of profit and perfnance over the competition is the goal of every
company. Our family businesses constantly strive to maintain the image or good name of thangom
through the quality of the products or services they offer instead of creating greater profitability. They
try to measure their performance across various activities, some measuring performance by annual
sales revenue, while others by number of custsm Chart no.4 below shows which are the indicators

to measure the performance in the interviewed companies.

1(Leech & Leahy, 1931
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Chart 4: Performance Measurement Indicators
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Source: Author (2020)

The results of the chart no.4 show that 53.5% of the companies interviewedune their performance

08 GKSANI AYONBlIaAy3a 2NJ RSONBI aAy3d &ivenbriyQy shodzNY 2 @ S NI
term and not longterm performance indicators, such as number of customers and market share. But
these indicators should beaken into account by family businesses because the future of their business
on the market will depend on them h€& rest, around 26.7%, said that by increasing or decreasing the
number of customers, they measure their level of performance. Mostly the comapathat use this
method are companies with activities in the field of services, who also have fixed pricésefor
products or services. While the business performance for 17.8% of our companies is measured by their
increasing or decreasing market shate increase the level of competition in the market and their
performance our family businesses in their busisestrategic plan have left room for changes in
governance structures. Such a thing would have a great impact on the future, as it is knovas that

family and business grow, a continuous restructuring of business management is required.

According to tle Eurostat 2020 report, Albania has an employment rate of around 55.9%, the highest
presence in the region of family business employees. Thisl Imdicates an economy with low
productivity, lack of employment alternatives, consequently not competitivetis marke®. This is
somewhat confirmed by most of the companies surveyed in our survey.

The family business in Albania and mainly in Tirangtimoes to be stable and with low yetm-year
growth after facing many problems. The stability of these busiesds also affected by the fact that
they are run by the family, just as the full commitment of the family influences this business to have
yea-to-year economic growth. 40.6% of the companies surveyed say that this form of business is of
great importancein the economic development of the country as it is more focused, more responsible
and more attentive to the community and also plays a fundatakrole in increasing the number of
employees and the welfare of society. These companies attach great inmpertto the longterm
success of their businegdrom time to time they invest in the business and achieve satisfactory results.
At all times, &mily businesses have proven to be a vital and highly successful part of any country's
economy.

Family businesse face further challenges than other forms of business due to their nature: the
narrowing of trade boundaries, their merger into a single maded technological advancements have

2 (Rurostat, 2020)
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all led to these businesses facing numerous obstacles to achieve their &amse of these challenges

can be addressed by a collaborative governance structure within the company. This governance
structure should clearlylefine the roles of responsibility, rights and relationships of individuals within
the company. Theresponsibiliy for governance duties in the family business is generally shared
between the owners, the group of directors and senior management. Howéily members have a
greater responsibility in ensuring that their business is run well over the long term.

Thechart below shows the changes these companies anticipate in the future in terms of management.
Chart 5: Futur&hanges inferms ofManagement 6 Family Businesses
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74.3% of companies responded that they believe it is reasonablerttnuie as they have done so far,
while the rest consider hiring another unfamiliar manager, adding machinery, ggeseand operators,
as well as creating a single corporg@vernance.

5. CONCLUSION

The Family businesses make up about 70% of business in general, play a key role in economic
development and the level of employment in each country, represent a stableesdar new jobs, for
increasing the level of exports and also have a continuousdétripaghe economic development of each
country. Also in Albania, these enterprises form a very important part of the country's economy and
have a great impact on its ma&conomic factors. These forms of enterprise influence the increase in
the wellbeingof society, the increase in the level of employees, the increase in GDP, the promotion of
innovation in their activities, the increase of competition, therefore the caatf all conditions for the
development of a healthy economy If we analyze the epitoindicators, we will see that these
companies have a strong sustainability which is also seen as a necessity for theteriong
development, as evidenced by the resudif our study.

The main objective of this survey was to investigate how well kndvenfamily business was as an
economic phenomenon and its role in the family's financial economic life.

Through it, conclusions were reached regarding:
V  The educatiorof the individuals who ran these family businesses.
V  How important was the performanagf individuals at work
V Obstacles affecting the opening of this activity
Vv

Reasons affecting the family's bond with business, etc.
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The theme of family business development inghlla with a special focus on Tirana, aimed to present

an overview of the urrent situation of family businesses and the challenges these businesses face while
running. In this paper were analyzed the characteristics of managers in the management of these
businesses but also the characteristics of these businesses which daffetty the increase of their
profitability. From the analyzed results, various conclusions emerged regarding family businesses in our
country. Albania, as a developing country, halarge number of obstacles to economic development
and our companies faadifferent challenges almost every day, thus preventing their normal growth and
development. The main obstacles our businesses are facing are: the difficulties they face in opening
them, the lack of initial capital, the informality in the economy, the Higlel of corruption, the high

level of taxes and political instability.

These challenges are among the most worrying for our companies, which hope that more work will be
done in thefuture to create a stable state with minimal informality. Furthermore, banterest rates
negatively affect the future success of the family businesses, as they find it impossible to make long
term investments by securing financial means from our commakrbianks. If credit institutions
facilitated the procedures for obtainingans, this would also affect the development of these forms of
business because it is known that the development of family businesses consequently affects the
development of the contry's economy.

Family businesses have the advantage of being motivateldsapported by all family members who are

part of the family business(g., willingness to work long days in difficult conditions), while when the
employed are not family members ificommitment is more difficult t@btain. The Family businesses

face intanal conflicts that usually result from the inability to separate business and personal life.
Sometimes conflicts are due to the different interests of each family member, persgaosla personal
rivalries that spread in the corporate environment. Thgdaist advantage of running a family business is

the fact that family members get along well. Running a family business is much simpler as the hierarchy
of this business is very sinepl

Responsibility in a family business is generally shared between owgrensp of directors and senior
management. However, family members have more responsibilities as they need to create confidence
that their business is properly managed and has {tsrgn performance. Furthermore, the task of family
members is not only to mitheir own business, but also to manage family relationships in relation to the
business. Establishing a robust family governance system would also impact on addressing catflicts th
can occur between family members and business matters. But in addditieir governance, family
members must establish an appropriate governance structure. A capable, independent and well
organized group of directors would help establish appropridqtesiness strategies and enable
performance development. It is also essahtthat professional management guide thiayto-day
operations of the company. The selection of directors and managers should be based on their
qualifications and performance and hon family ties. Avell-managedgovernance structure in a timely
manner wuld facilitate the maintenance of family cohesion and the interest of its members in both
family and business.

The rapid absorption from the global market of many national marketsgs much concern for the
future of these family businesses. These comparsee themselves as threatened by global competition
and must use various forms to improve their business situation and the quality of the products or
services they offer. The falpibusiness can increase the chances of survival by introducing a gogernan
structure and starting the educational process of future generations in this field of work. Moreover, our
family businesses must work hard to develop the skills of their managerprepare employees,
through various practical training courses in ortieincrease their competitive advantage. These family
businesses should not limit their management based on age or gender, but the appointment of their
manager should be done based their skills and willingness to contribute to the business and family.

It would be important for the managers of these family businesses to establish corporate governance in
their business, as this would have an impact on company growth and family hgrnBudget and
expenses should be well defined and separated from eackrdththese forms of business, because in
this way the profitability of the business would be better managed and managers could decide much
more easily on new investments that coudd made.
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But government agencies need to be more proactive in helpinglyainisinesses by providing better

and easier conditions for investment in their businesses. Development of tax policies such as
facilitations in the export of products, import of ramaterials, protection of products from unfair
competition, continuous symort for these forms of businesses and their employees, tax exemption in
the early stages of business creation, offer of financing with lower tariffs would increase the production
capacity of these companies and their presence in the national and intenmaitimarket, but would also
achieve longerm success.

Finally, this paper presents numerous possibilities for more detailed research. In this paper, data from
different types of fanily businesses have been used due to insufficient time and resources Biged.

would be a good idea to first divide family businesses by activity and then study the development of the
family business to understand the organization and the behavioregealgroups obusiness.

References

Aronoff, C., Astrachan, J., & Ward, J. (1998). Developing Family Business Policies: Your Guide to the Future. Family
Enterprise Publishers.

BowmanUpton, N. (2000). Transferring Management in the Fa@ilyned Business.

Bozkaya, A., Romain, A., & Pottelgifes, B. V. (2003). Surveying TechnoliBgged Small Firms: A Perspective From
Belgium.

Chrone, B. M. (n.d.). How to Evaluate a Company's Performance.
Colombo, G. (n.d.). Managing the family business transition.
Donnelley, R. G. (194). The family Business. Harvard Business Review. Boston.

International Finance Corporation. (n.d.). Corporate Governance. Retrieved from
http://www.ifc.org/corporategovernance

YENJAYAZS 5& O6HnnyOd { A LAS2NSGEHNINEGA NI KYSS YR N Sfddk|iA® A o AT ySaad
Klinefelter, D. (n.d.). Characteristics of Successful Family Businesses.

Leech, D., & Leahy, J. (1991). Ownership Structure, Control Type Classifications and the Performance of Large British
Companies. The Economic Journal, 101(4D€)8;1437.

London Economics. (2002). Family businesses: do they perform better?
M., G., & C., C. (2004). Characteristics of successful family businesses.
Neubauer, F., & Lank, A. (1998). The family business: Its governance for sustainability. RowgledgerkiN

16



XVI. IBANESS Congresgedeon Economics, Business and Managemdntl (i |-/ Jluskest Septembef1-12, 221
XVILIBANE{ T1ldAal iz BilinferSkongRlerB&isiT 4 (/ISidievd A & S 11-129 & Lot

Civil Society Organizatioria Kosovo and Their Inclusion in Decistamaking
Process at the Municipal Level

Avni H. Alidemaj Sadik Haxhit

1Dr.sc,in Governance and Public Administratibacturer at Kosovo Instite for Public Administration &
Researher by Kosovo Institute for Functional Democracgvnil.alidemaj@gmail.com
ORCID IDnttps://orcid.org/0000-:0002-8161-3874

2 Associate Professor Dr. Sadik Haxhiu, Profdsgor [ 4 CI Odzf 6@ 2F aYlF RNR %S
Gjilan/Kosovosadik.haxhiu@ungjilan.net

Abstract: Civil society is increasingly becoming an important actor in democratic systems of government around the
world with a special emphasis on countries in transition. Moreover, the democratic development and maturity of a
society has begun to be measured by the space that civil society has in devaiorg processes, in the
formulation of public policy agendas @iin the oversight processes of their implementatidiis paper deals with

the role and contribution of Civil Society Organizations in decisiaking processes at the municipal level in
Kosovo, analyzes the activity of civil society as a form of orgamzaf society in democratic systems, its
relationship with state power and the necessity of mutual interactiblso addresses the journey and challenges

of civil society in Kosovo in order to harmonize its changing role with the needs of citizehgerfRore, the paper
reveals the importance of civil society organizations in the process of articulation and protection of the overall
interests of citizens, as an intermediate link between the citizen and the government, as well as its participation in
the decisioamaking and oversight process@sis paper, through historical, analytical, comparative and qualitative
method of researchtries to analyze the trends and the level of interaction between civil society and local
government in Kosovo, includimgutual prejudices.

Keywords:Civil Society, Organization, Public Policy, Stakeholders.

1.INTRODUCTION

Civil society has a long history which has gone through several important stages. It has faced many
difficulties and with the transition from one a&fe to another there have been changes both in
organizational and cultural terms. However, the fundamental goal of civil society has been to raise its
voice against the injustices that have been done, especially by the state institutions. Thus, ciwyilisocie
increasingly becoming an important actor in democratic systems of government around the world with a
special emphasis on EU countries. Moreover, the democratic maturity of a society in Europe has begun
to be measured by the space that civil sociegs decisioamaking processes, in the formulation of
public policy agendas and in the oversight processes of their implementation. The concept of civil
society is based on the right of citizens to freely form qgmwvernmental organizations and associago

and to systematically put pressure on political decisioaking centers to articulate their demands. Civil
society, in the first place, protects the individual, his freedom and the right to articulate the interests of
groups of citizens outside the ptitial structures and to engage in fulfilment of those interests through
institutional ways.

Civil society provides various services: Represents and protects the interests of society or social groups;
Plays a supervisory role over government; promotes denatic values and transparency in governance;
influences decisiomaking and protects the rights of citizens.

While facing its development challenges, civil society in Kosovo is trying to find its authentic voice in the

newly established state that must ekcome numerous economic, social and political obstacles. Facing

those challenges, civil society is aiming to help Kosovo to make the same while focusing on the Euro

Atlantic integration processes as well, which are proving to be extremely challengingoamedimes

IAGAYI GKS AYLINBaarAzy 2F o0SAy3d | aYAaaizy AYLRRaaAof:

However, civil society in Kosovo is still a poorly consolidated sector. NGOs in Kosovo are in the process
of developing and face a lack of preconditions to be sustainable and effectiveiinsbrk. Therefore,
not infrequently, the activities of civil society organizations are not in line with the needs of citizens due
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to the creation of dependence on donors by implementing projects that are not based on the
assessment of citizens' needs bart donor agendas. Civil society in Kosovo has not yet been able to
position itself as a government partner at the municipal level capable of shaping policies and help solve
some citizens' problems that cannot be effectively addressed by state institutions

On the other hand, it is clear that CSO participation in decisiaking processes is characteristic of
societies with functional democracies. Moreover, civic participation in decisi@king improves the
accountability of the authorities by increasitigeir responsibility in relation to the social contract itself.
Despite being a fairly young democracy, Kosovo has a progressive legal framework. It has been
developed with a strong support of the international community whereby majority of international
instruments protecting human rights are incorporated within constitutional provisions and numerous
positive laws. Consequently, the right to participate is entrenched in constitutional provisions, laws and
bylaws of Kosovo. Overall, despite the good legaisbfor guaranteeing the right of citizens and CSOs to
participate in decisiofmaking processes at the municipal level, this important process is being
neglected in the context of Kosovo. Improving decigiweking through civic participation has remained
within the framework of empty statements by political representatives discouraging citizens from
getting involved in the process. Civil society organizations are making efforts to change this situation,
despite the tendency of local authorities and po#tidstitutions to instrumentalize CSOs in an attempt

to deprive them of this power guaranteed by constitutional and legal provisions. Quite often, the CSOs
in Kosovo are treated as if they were "parallel powers" and not as a groups of citizens organized t
address various problems.

2. MATERIAL AND METHODS

The purpose of this paper is to highlight the role and contribution of Civil Society in the creation and
implementation of public policies at the local level and the activity of civil society as a fborm o
organization of society in democratic systems. The paper aims to highlight the importance of civil society
in the protection and articulation of human rights as an intermediate link between the citizen and the
government as well as its participation irasion-making and oversight processes of the state power.

In addressing this topic of the paper, research methods used enabled to objectively present the issue of
civil society and its role in decisimnaking in Kosovo. The main support in addressing tiyéc was
provided by sources from local and international institutions and civil society actors in Kosovo. It should
be mentioned that, from a methodological point of view, tackling the issues under consideration has
been done by using the chronologicabproach and focusing on cases as well. The paper has been
drafted while using research methods that created opportunities to objectively present the issue of civil
society and its role in decisiemaking in Kosovo. The main support in addressing thig tas provided

by sources from local and international institutions and civil society actors in Kosovo. For some parts of
the paper scientific literature was sufficient while for some other issues tackled it was almost completely
absent. Moreover, historal, sociological, political, juridicalogmatic and qualitative methods have
been applied in order to extract sufficient data related to this particular topic.

Through the historical method we are introduced to the issue from the aspect of genesis antiaol
through the sociological method we have uncovered the roots and social relations that affect civil
society and consequently public policy; with the political method we have unfolded theories on public
policies and interest groups; with the legal hetl we have analyzed the legal regulation of the activity
of the civil society and its impact on political institutions and processes; while with the qualitative
method we have extracted data from the best experts on the issue of public policy making lat#h

level and the necessity of involving various actors in decisiaking process.

3.RESULTS AND DISCUSSION

3.1 Civil Society and State Institutions

Rivalry and complementarity between civil society and the state has always been present, in vgkich ca
relations have not always been peaceful and calm, especially on the part of the state which in its history
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has not always been respectful of civil society. This problem of the state's approach to civil society is not
only historical, but also current,eliause the state, despite the changes it has undergone in nature,
structure and form, continues to remain "an institution with a strong cohesive nature”. It is indeed quite
clear that the state is one of the forms of political organization of society jtbstnot the only ruling

form. In addition, society has produced other alternative forms of association of people in social groups
free and independent of the state with whom the state cannot compete but rather embrace
complementarity approach. Thereforthe concept of the absolute state in society that claims the right

of monopoly over all power within the community is no longer an acceptable concept (Tushi, 2007).

The state is more willing to have a direct connection with the individuals, withouptheence and
mediating role of civil society as a means of regulating and establishing the right balance between state
authority and the individuals. This mindset is still one of the most serious obstacles in strengthening civil
society and citizen groupsn many cases the state does not agree with the mediating role of civil
society, under the welknown pretext of the existence of a "parallel state" or a "state within a state".
However, the role of the "intermediate link" between the state and the irdlial remains one of the
priority functions of civil society even in modern times (Tushi, 200Myreover, gpropriate
development of civil society requires a functional state and legal space for articulating the demands of
citizens, a space that can be ated in interaction with state institutionsThis necessary interaction
between the state institutions of Kosovo and civil society iad (on a personal level) without having
functional mechanisms for the purpose of interaction for dialogue and polaymn.

In conditions of continuous democratic change and development and in the circumstances of promoting
innovative forms of government, the design of sustainable public policies and the provision of social
services can no longer be the exclusive riglitpolitical representatives. The government needs
competent partners outside the government who would help them create effective public policies and
implement effective interventions for their citizens. In this process, a unigue role can be attributed to
civil society, either in initiating, organizing and leading comprehensive debates to address citizens'
priority needs or in providing and complementing public services to citizensiost countries in the
region and Europe, formal mechanisms have alrebdgn put in place to regulate the role of civil
society as a genuine partner of government. In many cases the role of civil society either in the
development of internal democracy or in the process of European integration has been essential
(Kosovo Governemt Strategy for Cooperation with Civil Society, 2013).

After the declaration of independence in 2008, Kosovo entered a dynamic period ofesmziomic and
LRfAGAOFE RS@OSt2LIVSyiad / AQAt &a20ASiesx Tiathd 26Ay 3 &2
overall framework of institution building, dealing more and more with governance and pubéng

issues. Initially, the cooperation between the two sectors was developed on the basis of various bilateral

initiatives, but without any sustainable rdality or structure (Kosovo Government Strategy for

Cooperation with Civil Society, 2013).

Recent political, economic, social and integration developments, not to mention the recommendations
of the international community, have highlighted the need tdabdish institutional mechanisms for
mutual cooperation between civil society and state institutions. This immediate need has been derived
with the drafting of the Government Strategy for Cooperation with Civil Society, a strategy drafted in
2013 after anintensive and comprehensive debate between government institutions and civil society.
So far, the Action Plan for the implementation of the Strategy has been drafted and the Council for
Supervision of the Implementation of the Strategy has been formededis w

The Government Strategy for Cooperation with Civil Society aims to ensure the participation and
empowerment of civil society in the drafting and implementation of policies and legislation; building a

public service contracting system for civil stgierganizations; building the system and setting criteria

for financial support for CSOs; promoting an integrated approach to the development of volunteering.

The Government of the Republic of Kosovo, with the drafting of this Strategy, is committed to

recognizing and appreciating the role and work of civil society in building a democratic society; create a
supportive and conducive environment for the development of civil society; establish government
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mechanisms that will enable a structured cooperatiortvibeen government and civil society; clearly
define the obligations and tasks for each government institution for this cooperation; to encourage civil
society in the implementation of the principles of good governance within the sector, including the
promotion of a constructive and professional approach towards citizens and government institutions
(Kosovo Government Strategy for Cooperation with Civil Society, 2013)

Thus, the importance of involving civil society in pelitgking and the necessity of bdiihg a
partnership relationship with state institutions has been underst@odosoveo changing the approach
from that of rivalry to that of partnership. After all, building a democratic, prosperous and integrated
society is not in the exclusive and undispd ownership of state institutions but of all citizens.

3.2.Civil Society and public policies

One of the most comprehensive definitions of public policy is given by Jenkinss, who states that public
L2t AOe A& | aasSid 27T A yiicad &GS 6r groufstof aetGOragardigy yha godd R S
and means of achieving them in a specific situation when, in principle, actors must have the power to
NBI OK (K2aS RSOA&A2Yya € OWSY|lAYyaI mMoptryOod

This definition sees public policy as a process that hasraledifferent stages and that involves many
decisions. Another important aspect of the definition is the reference it makes to political actors, who
are not always in government (UNDP, 20@sically, by public policy we mean a set of actions, carried
out by a group of actors, to provide a solution to a certain problem in society.

Civil society influences public policy around the world. Many of the reforms in transition countries in
Central and Eastern Europe have been initiated by civil society orgjamgaThere are thousands of
cases of civil society organizations that have succeeded as promoters of change in these countries. Even
in Kosovo, civil society has had and still has a certain influence in the drafting of public policies and for
certain issies has exerted influence and pressure in fulfilling the general social interest (UNDP, 2008).
Public policies can derive from "above" including political leaders, cabinets, government agencies, but
can also flow from "below" through pressures of publicimign, media, interest groups, various
institutes (think tanks’s), etc. Political leaders rarely become a source of political innovation but are the
academic part that plays a vital role in political initiatives by developing core theories which are later
transformed into political proposals by leaders and part&surting public policy from the bottom up is
more significant in all political systems. As a general rule, the more democratic and pluralistic the
political system, the more significant the updadown pressures for policy launches. Public opinion
plays a major role in this process as they force political leaders, through the electoral process, to take
these concerns into account by setting agendas that address tliften, these concerns remain
immaterialized until articulated by groups representing different sections of the public like: interest and
pressure groups, media, NGOs, opposition parties,(eteywood, 2008).

In Kosovo, the media have been very influential in the stages of settinagérada in the policy process.

This is because politicians care a lot about their public image and the media in Kosovo have a strong
influence on citizens. As a result, major headlines about an issue in the newspapers and electronic
media are usually sigrthat politicians will address that topi©ue to the specific situation in which
Kosovo has been since 1999, international actors have also played a major role in setting agendas,
usually being the main decisianakers for certain legislation. The acadaras generally not been very
active, unlike in more developed countries (UNDP, 2008).

During the policy formulation stage, civil society organizations along with other sections of society such
as academia, media and international organizations can pmpodicy solutions. This is also a stage
where society can play a key role in improving the information provided by politicians and in testing the
viability of the demands of the government and the opposition. Many policy issues have been widely
discussedy Kosovo civil society. And for each of them, different organizations have offered solutions.
During the drafting of the Labor Law, the Law on Persons with Disabilities, the draft Law on Health
Insurance in Kosovo, Civil Society Organizations have be#n opaworking groups where the
Government of Kosovo has used the expertise of civil society in formulating adequate policies for our
society. The implementation phase of public policies is one of the most important phases, because no
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policy has value if is not implemented. Kosovo has plenty of examples of legislation and policies based

on best practices that have never been implemented. Civil society organizations play a key role in
providing services on behalf of the government. It is not uncommon ifokr spciety organizations to

have greater capacity to implement certain public policies than state institutions and therefore in many

countries government institutions select civil society organizations to implement certain policies.

The Government Straty for Cooperation with Civil Society addresses this issue and recognizes the right
of civil society to be an active part in the implementation of public policies (Kosovo Government

Strategy for Cooperation with Civil Society, 2013).

Policy evaluationaises the question of whether or not the policies implemented have met the purpose
and objectives of the legislation. The purpose of policy evaluation is to determine whether or not a
given program is effective, that is, whether or not it produces the etgukresults Evaluation can also

be accompanied by policy changes (reformulation) that can extend, narrow or eliminate a given
program. However many programs undergo changes in an effort to make them more effective and
flexible to the requirements. In thview the public policy process never runs out (Denhatdl, 2010).

In these last two phases, civil society in Kosovo has not been so persistent in relation to government
institutions and it has often happened that the reformulation of public pefidias been required
without properly assessing the impact of the sartreparticular, at the local level, the involvement of

civil society in the drafting of local public policies continues to be low, selective and highly
instrumentalized without bringingny added value to the quality of these policies. Not infrequently,
institutions at the municipal level consider that civil society should be consulted in drafting policies for
the sake of legal obligation and only in the fistages of drafting the la¢r (Hakajinterview,2021).

3.3.Civil society and inclusion in decisiemaking process

The theory describes six different steps of the political decisiaking process: setting the agenda,
drafting policies, decisiemaking, policy implementation, moniting and policy reformulation. Each
step provides opportunities for interaction between NGOs and public authoritieaddition, here are
four different levels of participatiotinclusion information, consultation, dialogue and partnership.
These can bapplied during any step of the decisianaking processhowever often any of these forms
is more relevant to specific parts of the process.

Information: access to information is the basis of every next step in involving NGOs in the political
decisionrmaking process. This is a relatively low level of participation related to the provision of
information by public authorities and the interaction or involvement of NG@svever, compared to

the past decade, Kosovo has made progress in the obligation of mparacithorities to notify citizens

and civil society of decisions taken (Law on Access to Public Documents, Kosovo). Furthermore,
municipal institutions are obliged to take a proactive approach to the publication of information through
various platforms byacilitating citizens' access to public documents and other information related to
decisionmaking at the local level (Art. 5 & 8, Law on Access to Public Documents, Kdsosdggal
obligation has been strengthened through bylaws which regulate theeisf informing the public in
detail Art. 57 of Administrative Instruction No. 04/2018 for the Transparency in Municipalities,
Kosovo).

Consultationthis is a form of initiative where public authorities ask NGOs for their opinion on a specific
policyor development area, or a specific official document. Consultation usually involves the authorities
informing NGOs of certain policy or law developments and asking them for comments, input and
suggestions. The initiative and the themes come from the pulthorities themselves and not from

the NGOs. In the consultation phase, municipal authorities usually try to comply with legal obligations to
consult with citizens and civil society, but no proactive approach is observed that would ensure the
participation of civil society in this important process. Moreover, the absence of civil society in
consultations is seen as a favorable in decisi@king and not as a phenomenon that affects the
decline of the functionality of local democracy. Moreover, municipgharities justify the lack of civil
society participation in public consultations as their credibility in relation to local authorities. However,
the truth lies elsewhere. The small presence of civil society in public consultations is related to the fact
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that their comments and suggestions are not being taken into account by the municipal authorities
themselves (Feridinterview, 2021)On the other hand, the legal basis clearly states that no decision or
document related to the general interest may be ated without subject to public consultation with
citizens and civil society in general (Art. 5. par. 6 of the Administrative Instruction on Minimum
Standards of Public Consultation in Municipalities / Kosovo).

Dialogue:initiative can be taken by any partand can be broad or specific. Broad dialogue is-ivay
communication and can take the form of public hearings to specialized meetings between NGOs and
public authorities. The discussion remains broad and is not related to any specific policy devalopmen
process. Specific dialogue is built on common interests for the development of a certain policy. This
form usually results in some common recommendation, strategy or legislation.

Local authorities are aware that for a given sector civil society has mapacity and experience.
Therefore, unlike the dialogue on general issues, on specific issues it tries to dialogue with civil society
organizations that are closely profiled in addressing certain problems (environmental protection,
culture, human rightsetc.). Usually, dialogue on these issues aims to continue only with certain civil
society organizations bypassing others. This is where the problem and the possibility of
instrumentalizing civil society arises, creating inequality and undermining the émdepce of civil
society organizations themselves (Talmterview, 2021).Municipal institutions, unable to draft the
Municipal Development Plan have involved experts and civil society organizations to assist in drafting
this document which has been dtel and approved in 7 municipalities of the Mitrovica Region.
CAdzZNIKSNXY2NBS GKS YdzyAOALIfAGASE 2F GKS aAldNBOAOS
civil society organizations in drafting a Plan for Citizen Participation in Debisiking Pocesses at the

local level, taking full advantage of the expertise of local NGOs (Metimetview, 2021). Namely, the
expertise of only few NGOs have been used during this process of drafting these particular documents.

More specifically, the Municipigay of Vushtrri has engaged the organization FODEM to draft the
Municipal Plan for the Protection and Promotion of Cultural Heritage, the Municipal Development Plan
and the Integrity Plan in this municipality. Surprisingly, this organization is consirandlyed in various
projects and collaborations with municipal authorities, creating a dependence on funds at the municipal
level and those at the central level. So, the municipal authorities prefer to dialogue and cooperate with
certain civil society orgazations which have capacities in certain areas but this is affecting the creation
of a negative perception regarding the independence of certain civil society organizations.

Partnershipusually provides for shared responsibilities during each stepepolitical decisiormaking
process, starting from setting the agenda, drafting, deciding and implementing the particular political
initiative or lawbylaw. This is the highest form of participation, and may include activities such as
delegating specifitssues to the NGOs, e.g. in the provision of services to the participating forums and
the establishment of joint decisiemaking bodies, including the allocation of resourcés. all
municipalities of Kosovo, in very rare cases, interactions have beerrdestdetween municipal
institutions and civil society on a partnership level. There are cases when a partnership has been
established in the phase of setting the agenda and drafting public policy, but very rarely has any
partnership been noted which has &@maintained throughout the decisiemaking process. Municipal
authorities consider that the phase of implementation, evaluation and reformulation of policies is in
their capacityand should be carried out independently by the municipal institutions tredves. This
practice should be changed and harmonized with the legal obligation arising from the provisions of the
Law on Local SeBovernment, Administrative Instruction on Transparency, Administrative Instruction
on Minimum Sandards ofPublic Consultaion at theMunicipal level and many other legal and debal

acts.

A good practice of partnership between civil society organizations and municipal institutions is noted in
the Municipality of Prishtina, when municipal institutions work closely with tl@ONETEA" which is
profiled in the field of improving the quality of education. Furthermore, this organization is involved in
the early stages of drafting public policies at the municipal level and contributes throughout the
decisionmaking process, inclillg the implementation, evaluation and reformulation of public policies

in the field of education (Ahmetinterview, 2021).
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However, this good practice is not being implemented in other municipalities, despite legal obligations.
However, civil society indsovo remaingo be better organized and structured in order to exercise their
rights to be involved in decisiemaking which are guaranteed by a number of laws and bylaws.

4. CONCLUGSN

Civil society cultivates a democratic political culture by articutptihe will of the citizens and making
them aware that they are not servants of the state, but it is the state that is called to be in their service.
In this context, civil society is a school of civic education that has as its main ideal freeskxhonfiof
thought andfreedom of expressionCivil society in Kosovo is an unconsolidated sector. NGOs are still
maturing entities and lack the necessary prerequisites to be sustainable and effective in their work.
There are serious shortcomings in several ardask and norunctioning of internal governance
structures, lack of financial resources and means to ensuretienmg existence and independence and

to avoid very high dependence on donors, inability to join forces and capacities to operate together in
networks etc.In Kosovo, the activities of civil society organizations, despite their official mission, are not
in line with the needs of citizens. The roots of the problem lie in the fact that NGOs have become
dependent on international donors and to sur@iimplement projects that are not based on assessing
the needs of citizens but on the agendas of international dondhe compatibility of NGO activities

with the demands of citizens in Kosovo needs to be increased in the future. These changes,
accompanid by appropriate reforms, can be made progressively within civil society. Attitudes and
Policies of Government Institutions in Kosovo towards Civil Society are factors that can help or hinder
the effectiveness of civil society activities. Civil societi{asovo with its capacities has managed from
time to time toassist the government in shaping tpelicies, and to helpddressing variougroblems.

Public policy making is a very important process for any country, because the decisions made during this
process affect the life of every citizen. Civil society serves as the voice of citizens throughout the process
of decisionmaking. It can channel that voice, help formulate opinions, and provide solutions.

The nature of civil society in Kosovo in the qrar period was that of delivering emergency aid and
survival. Influencing public policy has not been a priority for the small number of civil society
organizations that were active in that period. Communicating with the government was not an option as
well. Ater the end of the 1998999 war, with the adoption of the Constitution of Kosovo, the role of
civil society was clarified and the policy process was stabilized. With this, Kosovar organizations take on
new responsibilities, to speak for the citizens whesie is not heard, to offer solutions and not only to
criticize, and to educate the citizens of Kosovo about policy problems and possible solutions.

Despite the difficulties, civil society in Kosovo has managed, albeit unsatisfactorily, to set the ,agenda
formulate policies, make decisions, implement policies, monitor and reformulate policies. In this regard,
it is worth mentioning the increase of transparency of municipal institutions, drafting plans for citizen
participation in decisiormaking processesrafting local policies for the preservation and promotion of
cultural heritage, local plans for gender equality, etc., which are drafted as consequence of direct
influence by Civil Society in Kosovo.
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Abstract Recently a range of activities have been performed to reduce social inequalities European Union,
including reduction of pay gafor different regions, ages, female and male salaries. Latvia in this respeet has
remarkable experience. There are significant differences in salbeggeen central industrial region (Riga and
Pieriga) and rural regions (Latgale and others). Youth and sexigmrdias wages less th#re average At the same

time, many high level positions in public and private sectors are being occupied by female persons with outstanding
qualification, excellent education and remarkable international professional experi&iite.the actual situation

shows that average salaries in various sectoesdifferent for female and male employees.

The aim of this paper is to evaluate the development of pay gap in Latvia with deeper analysis by region, by sector,
by branch, by aggroup and other aspects and propose possible solutions for pay gap reductions to support social
equality and reduce social inequality.

Research methods and materials: scientific publications and previous research findings analysis, analysis of
statisticaldata included in Central Statistical Bureau databases, analysis of data setStfEkurvey. The obtained

data are being analysed by time series analysis (trend analysis), descriptive statistics (by indicators of central
tendency or location, by indicats of dispersion or variability), by cresgulations, testing of statistical hypotheses

by t-test and by analysis of variance (ANOVA), by correlation analysis.

Research results indicate pay gaps in Latvia with differences in regions, branches andj@ygs.An identified
problem is too high female employment rate in some professional grdupsof all in education. The teachers are
mainly female with salary less than average salamhéncountry. At the same timeamong theeducationleaders

and manager, where the salary légher, also thepercentage of maless higher. Education ikighly significant for
sustainable development and therefore such situation creéeg-term problems not only in education but also in
all social structure ofhe society. Improvement of digital skills, better interaction between age groups, support for
rural regions and some other recommendations for the salaries development are proposed.

Keywords:education, ELBILC, inequality, pay gap, salaries.

1. INTRODUCTION

Recent yearbave shown remarkabldifficultiesin finding solutiongor inequalities reductionespecially

in some branches of national economy to support inclusiod stability of society. The development of
free market creates income inequalities darsocial problems, such as unemployment, "shadow"
economics, loss of mutual trust and solidarity, reduction of belonging, recognition and self
development.

The purpose of the study: propose several activitiesto reduce inequalities invarious risk groups,
increase social activity and inclusion for all members of society, including in the less developed regions
of Lavia. Thetasks 1) investigate inequalities for different grou®,analye trends of development of
education, social skills and attitudeSindividuals.

KS NB&SEFNDK gl a adzlll2NISR o0é& GKS bl e¢Lhb! [ wo{olw/Il tw
! 9bD9{ Chw ¢19 {!{¢!Lb!.L[L¢, hC ¢19 {¢!¢9¢ LINRB2SOG
LUTIONS IN INTERNATIONAL CONTEFRAMEER U £
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The analysis is based on the datd_aborForce Survey, EBILC data, databases of CSBefRepublic

of Latvia. The primarymethods used ¢ literature studies and statistical data analysis. Primary
conclusionscan be drawn that networkinguse of digital skills and innovative solutions, including
ecosystem creation, change of attitudes, strengthening of mutual trust, application of positive cases
publications andifelonglearning aresignificant and effectivéools for increasng social nclusion and to
redudng inequalities. Virtual contacts and social networking should be added to cultural and business
activities and lifdong learning initiated by local governments and rmmvernmentalorganizations
preferably established by using faceto-face contacts. Overlapping complementary tools for the
interaction and networking of people belonging to different age groups should be used, such as
appropriate combination ofaceto-facecontacts with virtual contacts.

2. THEORETICAL FINDINGS

Researchers in many countries devote a lot of attention to different experiences in inequality
reductions, regardinginequalities in salaries and wages, in gender employability, especially in leading
positions in managementhe LINS a4 Sy OS 2 T adeFfolips, &thnidodh grdup ahd éany other
aspects.

Government social spending in the EU countries: efficiency in poverty and income inequality reduction
has been studied by Magdalena Cyrek from Poland and her conclusions and fendinthiee countries

with a higher level of social spending are also those with lower efficiency in inequality reduction,
however, the relationshipdoesn't appear for poverty alleviation. Thus, the research suggests some
substitution between the scale and the efficiency of abcipending, at least for the inequality
dimension. Moreover, some differencestimesocial model can be found between the countries of the
South and the North: the countries of the South focus their social policy mainly on inequality reduction,
while the Scandinavian countries as well as some other affluent societies direct their public support
mainly on poverty alleviation. The research also shows that in the crisis period decreases in efficiency
concerrs mainly the poverty dimension. It reflects the fabtat the poor were the loserduringthe crisis

in favor of the middle classes. The efficiency losses were induced by negative changes in the current
dzal 3S 27F Lzt A0 a2dz2NOSax gKAES AyalAir@wekRAY;  NBEF2NY:

I dzy 3 NA+FYy NBASFENOKSNI 'yylFYFENREFE ! NIYySNI KFa Ay@Sadaal
the Hungarian labour market and the comparison of social conditions in European context ,(Artner
HAHNO | yR KFa YIRS NEf SPE$ER ARPREUTAEE O NBAI WBRSIE ND

02y Of W& tRe Hiungarian labour market conditions have been improved to some extent, some
characteristics, like the level of wages and productivity are rather lagging behind the regional average.

Due to policychanges since 2010, the social protection of the most vulnerable declines and, concerning

the increase ofncome inequalities | dzy 3 NB A& | NBIA2Yy I Hih&deRSNHE © ¢ K
for such a social welfare regime to hedpcial inclusiorand serve social equality, a reconfiguration of

the economic, as well as political governance, is neédadmer, 2020). This approach is very valuable

and could be examined for consideration of such policy actions also in other countries.

Inequalities in quality of life hae been traced also among older people from different ethnic groups
(Moriarty & Butt, 2004; Max, Salanauskaite & Verbist, 2016). British researchers in their findings based
2y SEGSY&aAdS NB&aSINODK Ay 9 ytaefstudg Pount difierenged b ihdalthy R K I &S
income and social support among the ethnic graupBhe paper suggests, hower, that future work
should examine disparities in health and income within, as well as between minority ethnic groups, and
that a greater appreciation is required of the way in which such disparities may be accentuated by
variations in health expectatian in the distribution of income within households, and in the willingness

to discuss financial difficultieShe researcher stress thate cumulative effets of health and material
disadvantage and the experience of racism have implications both foreffuality of life research and

for government policies that aim to raissocial inclusiorand reduce inequalities (Moriarty & Butt,
2004).

ResearchersSkrovankova, Koisova & Grmanova, 2018) have investigated living conditions and income
inequality in the Czech Republic and in the Slovak Republic. A longitudinal study by researchers from
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Norway and United Kingdonrmamaterial deprivation and health (Toge & Bell, 2016) was concluding that
there is an important influence of material deprivation on health.

Researchers have indicated that there are also important aspects related to economic situation of the
country, including taxationlyer & Reckers2012), financial instabilityNeaime& Gaysset2018;Husted
& Salazar2020), aspects of creative econonkfovankovakoisova& Grmanova2018; Daugeliene &
Liepinyte, 2012: Zazar, 2015; Daugeliene, 20d6riarty & Butt, 2004) and new trends in the world
development and social inclusion (Craig & Porter, 2003; Craig, 80&ng, Y.CChuang, K.Y& Yang,
2013, significantinfluence of shadow economy on income inequalityiynh& Nguyen,2020) as well as
communication with society iBeing stressed as amportant aspect(Shabunovaet. al.2016 Batraga,
et. al.2019, Batragaet. al. 2018a, Batragaet. al. 2018b).
Research results on income inequal A S& | NS aidNBSiaaSR o6& NBASEFNOKSNA
housing,neighborhood and household economic strains worsened with increasing levelscoie
Ay S| d4Séngoélgeét. al. 2014). Researchers from China (Zhu &Wan, 2012) have ceuchhat
income inequality reduction is a powerful tool to increase domestic demand in move to balanced
economy. Those are among the reasaevisy governments of different countries in the European Union
are criticked by international orgaméations indicatng to tasks for the governments to find various
innovative approaches in inequalities reductions.

The possibilities to improve the existing situation are linked with education. Investigation of challenges
and trends of education an® be includedn thefuture plans for the education in Latvia.

3. RESULTS AND DISCUSSION
Understanding changes of inequality of justice, solidarity and freedom

Automation, robotics, ICT and the use of artificial intelligence (Al) significantly change the social
structure, the understanding of justice, the quality of life and the meaning of life. Values recognized in
Europe (supported by the Enlightenment argenerally widespread) such as freedom, equality,
fraternity are gaining a new understanding. The fight agairequmlity is still ongoing, but its content is
changing significantly. Income inequality remains a major economic problem, linked to social and
ideological problems and reflecting in a concentrated way other forms of inequalityaendumber of

social andpolitical problems. Income inequality is demonstrated by the situation in Latvia, which is
reflected in empirical datincluded in followingdbles 1 to 4vhich can confirm several theorewtical and
practical findings.

3.1.Empirical research results

Data from Central Statistical Bureau are representativeince GAll paid employees who must be
reported to the State Revenue Service sending a statement on the compulsory social insurance
O2y NROGdziA2ya FNRY GKS
reporting month; orthose included in a micreenterprise tax return and employed in commercial
O2YLI yASasz | ANROdMz GdzNI f K2f RAy3Ja
organizations institutions asg St t & Yyl GdzNJ f LISNBR2Ya |yR az2fts$s
employees in Latvia with gross income (salaries and wages¥aeitis onthose with minimum wage or

less, with minimum wage (430 EURO) in December 2020 are included in table 1.

Table 1Main data onthe number of employees by gender with different levels of wagahéRepublic
of Latvia in December 2020

YR TAAKSNXYSyQ&

Employees
..With ..With without income
minimum | minimum share
TOTAL | With income | wage or less| wage number (%)
Number of
employees Total 850301 768529 137304 14184 81772 9,6
Females | 440213 392698 76133 6744 47515 10,8
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Males 410088 375831 61171 7440 34257 8,4

Share in

number of

employees

with

income, % Total X 100,0 17,9 1,8 X

Females X 100,0 19,4 1,7 X

Males X 100,0 16,3 2,0 X

Source: Authors construction based on database data from CSB, Latvia, December, 2020, n=850301

Data of the table 1 indicate that female employees are more with minimum wagéessthan
minimumor without income.Data of employees in Latvia withoirtcome show people who are willing

to continue participation irthe labor market but meet variousdifficulties. This group of people need
additional help from the social welfarénstitutions. Changes of the social welfare regime mentioned in
the article regardingexperience in Hungary (Artner, 2020) shouldight be consideredo help social
inclusionand serve social equality. Main data on numbers of employees by sector (public sector and
private sector) with different levels of wagestime Republic 6 Latvia in December 2020 is included in

table 2.

Table 2:Main data onthe number of employees by sector with different levels of wageth@Republic
of Latvia in December 2020

..With With Employees
Statistical With minimum U without income
o Sector TOTAL]| . minimum
indicators income wage or share
wage number
less (%)
Number of Total 850301| 768529 | 137304 | 14184 | 81772 | 96
employees
Public sector | 246471 | 234050 22880 2659 12421 5,0
Private sector | 592566 | 524269 111475 11307 68297 11,5
Share in
number of Total X 100,0 17,9 1,8 X
employees with
income, %
Public sector X 100,0 9,8 1,1 X
Private sector X 100,0 21,3 2,2 X

Source: Authors construction based on database data from CSB, Latvia, December, 2020, n=850301

Data in table 2 indicate that thehare of employees without income is more than two tintégherin

the private sectorthan in the public sector, the same conclusiontige for employees withthe
minimum wage or less. According to data included in table 2 and table 3 reconfiguratitre of
economic, as well as political governanceseisommendedto help the groups of employees in private
sector and irthe age groups from 20 to 34 years and over 65 years. Interaction with these two groups of
employees, youth and seniors, must be improvedhe framework ofvariedforms of lifelong learning,
including mentoring as a tool for cooperation between generations. The digital skills of young people
should be connected with experience of seniors. Information on age groups is included in.table 3

Table3: Main data onthe number of employees by age group with different levels of wagethén
Republic of Latvia in December 2020

..With Employees without
minimum ..With income
Statistical Age group With wage or minimum
indicators TOTAL | income less wage number | share (%)
Number of 19 years
employees and less 8875 6897 3214 66 1978 2,2
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20¢24 years| 46935 40773 9155 368 6162 13,4
25¢29 years| 76246 66218 9126 696 10028 13,2
30¢34 years| 104269 | 90909 12411 1102 13360 12,8
35¢39 years| 101222 | 90673 12633 1429 10549 10,4
40¢44 years| 91975 84794 12443 1544 7181 7,8
45¢49 years| 96774 90325 14109 1796 6449 6,7
50¢54 years| 92463 86291 15087 1903 6172 6,4
55¢59 years| 92265 85985 16214 2100 6280 6,8
60¢64 years| 77744 71835 14822 1774 5909 7,6
65¢69 years| 34481 31003 9058 674 3478 10,1
70¢74 years| 13694 12063 4606 306 1631 11,9
75 years
and more 7893 6696 3118 159 1197 15,2
Unknown 5465 4067 1308 267 1398 2,5
Share in
number of
employees
with income, 19 years
% and less X 100,0 46,6 1,0 X
20¢24 years X 100,0 22,5 0,9 X
25¢29 years X 100,0 13,8 1,1 X
30¢34 years X 100,0 13,7 1,2 X
35¢39 years X 100,0 13,9 1,6 X
40¢44 years X 100,0 14,7 1,8 X
45¢49 years X 100,0 15,6 2,0 X
50¢54 years X 100,0 17,5 2,2 X
55¢59 years X 1000 18,9 2,4 X
60c64 years X 100,0 20,6 2,5 X
65¢69 years X 100,0 29,2 2,2 X
70¢74 years X 100,0 38,2 2,5 X
75 years
and more X 100,0 46,6 2,4 X
Unknown X 100,0 32,2 6,6 X

Source: Authors construction based on database data from CSB, Latvia,Heec2®20, n=850301

Income ¢ wages and salaries do differ in Latvia by statistical regions. Main datheonumber of
employees by regions with different levels of wages in Latvia are included in table 4). Latvia is in the
third place among OECD coungigith the highest level of regional development differences (OECD,
2020). In ordeA to reduce income inequality in Latvia, it is necessary to create preconditions for the
development of regional economic potential, improvement of business environmentalagegions,
increasing internal and external competitiveness, productivity, attracting human capital, reducing socio
economic disparities, developing quality living environment. Data included in table 4 demonstrate
inequalities in income in differentegions of Latvia. The reasomsght be similar agepresentedin the
research in England and Scotland (Moriarty & Butt, 2014), where researchers have concluded that there
are differences in health, income and social support among the ethnic groups. Tieeafhemployees

with minimum wage or less is th@ghest but the share of employees without inconiethe leastin
Latgale region. Thighdicatesthat special support to involve people warious social and cultural
activities should strengthen ithe Laigale region.
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Table4: Maindata onthe number of employees by regions (declared place of residence) with different
levels of wages ithe Republic of Latvia in December 2020

..With Employees without
minimum ..With income
Statistical With wage or | minimum
indicators Region TOTAL| income less wage number | share (%)

Number of

employees LATVIA 850302 | 768530 | 137304 14184 81772 9,6
Riga region 294797 | 264987 | 44181 3617 29810 10,1
t ASNb 3| | 176286| 159016 | 25197 2364 17270 9,8
Vidzeme region| 78179 | 71115 12531 1306 7064 9,0
Kurzeme region| 98510 | 89540 16827 1909 8970 9,1
Zemgale region | 98510 | 89439 15748 1611 9071 9,2
Latgale region | 96184 | 88776 20984 3058 7408 7,7

Share in

number of

employees

with income,

% LATVIA X 100 18 2 X
Riga region X 100 15 1 X
t ASNp3I X 100 17 2 X
Vidzeme region X 100 20 2 X
Kurzeme region X 100 21 3 X
Zemgale region X 100 20 2 X
Latgale region X 100 29 5 X

Source: Authors construction based on database data from CSB, Latvia, December, 2020, n=850301

Data indic#e that the share of inhabitants without income in December thighestin Riga region but
the share of employees with minimum wage or less was in Latgale regibithis almost twiceas big

as in Riga region. Latgale region traditiondigs always beerthe region with lower indicators of
economic development. Special attention must be paid to health problé&onsading to the studyon
material deprivation and health (Toge & Bell, 2016¢re is an important influence of material
deprivation on healthMental health problems could be the reason for the low level of participation in
the labor market, which results ihighlevel of employees without income in Latgale region.

3.2. Suggestionfor inequalities related issues and management options

There are economic, political and ideological solutiéms redudng inequalities, however, many of
which can jeopardize the sustainability of society if not properly applied. Robots aatifitial
intelligencecan significantly change the nature of work and the social structutieesociety. One of
the main problems is the fate of "surplugieople, whose work becomes unnecessary, losing
competition with robots andartificial intelligence At present, they already exist, but are considered to
be unemployed concerningproduction - who are eitherundergoingretraining (upgrading or changing
their qualifications) or starting to live only on benefits atiais actually move to another social status
("perpetual” recipients).

The analysis of the situation in Latvia shows that there are population groups and regions of the country
with an increasd share of lowincome or norincome earners. These groups (women, private sector
employees, young people, seniors) and regions (Latgale) should be given priority attention, the
peculiarities of the social structure and the possibilities of organizing catipa should be studied.
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Only by combining all threeore values (justice, solidarity and freedom) and implementing a gradual,
evolutionary development process based on science, education, philosophy and the arts, given the rapid
development of artificial intelligence can the sustainability of society be ensured. Evolutionary
development must be based on a comprehensive study of the current situation in order to be able to
purposefully change the existing social structure, adapting it to the possibiptievided by technology,
primarily artificial intelligence Ways must be found to transform cooperation, solidarity, which
eliminate injustice (unjustified inequality) and ensure freedom, personal development, belonging,
recognition, selfealization andtranscendence in accordance with the spiritual (mental), social and
biological nature of man.

Creating clusters of people and appropriate ecosystems to reduce inequalities

Cooperation and networking of people belonging to different ethnic and age gratesid be
supported by local communities, state and ngovernmental orgamzations. Internet access and level of
digital literacy must be improved and appropriate combination of face to face contacts with virtual
contacts should be used. Important toolsaocial marketing, application of positive cases publications,
implementation of innovative solutions by cultural and business activities anbblifglearning. Physical
and virtual contacts and social networking should be used by local govetaraad rn-governmental
organiations to increase social inclusion.

4. CONCLUSION

1 Reductions of income inequalities and social inclusion are research topic-wioldd including
various innovative suggestions for policy makers;

1 Countries have different approbhes in the applications of measures for reductions of income
inequalities and for social inclusion, including wbdsed society in Hungary; The share of
employees without income (haweo active contract with employer on employment) has increased
in the previous year due the economic activities restrictions in relation to the extraordinary
situation caused by COVID; it has reached 9,6 % from all employees (10,8% female and 8,4%
male; in public sector 5% and private sector 11,5%; in age gro2d g@arst was 13,4% and in age
group more than 75 years it was 15,2%, in Pieriga region (region around the capital of Latvia Riga)
10,1%, in other regions it was less);

1 The share of the number of employees with incogminimum wage or less in December 2020 was
17,9 % (19,4% female and 16,3% male; inlipwdector 9,8% and private sector 21,3%; in age group
20-24 years it was 22,5% and in age group more than 75 years it was 46,6%, in Latgale region 29%,
in other regions it was less); it indicates that for thistpafrthe population income from work can
provide only minimum resources for expenses on food, dwelling, family support and other everyday
needs; for those receiving no income from work real existence problems are présender to
reduce income inequdél in Latvia, it is necessary to create preconditions for the development of
regional economic potential, improvement of business environment in LQtsegions, increasing
internal and external competitiveness, productivity, attracting human capitaduecang socie
economic disparities, developing quality living environment.

1 Combination of facgo-face contacts with virtual contacts, social networking, improved internet
access and level of digital literacy, application of positive cases publicational swrketing,
implementation of innovative solutions by cultural and business activities andbiifg learning
should be used by local governments and fgmvernmental organisations to increase social
inclusion.
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Abstract: The aim of this gper is to explore the tools and possibilities to maintain social sustainability by improving
decisionmaking in social poliey I 1Ay 3 Ay [FGOAlFI & wSaSlINOK YSGK2Ra dzaSR | NB
surveyt YR adl GAadaOl suvdyngdulfs édried to @ehtify§he hiNdsue$and opportunities in the

social policymaking process and in maintaining social sustainability.

During empirical research experts evaluated the significance of different deas&img methods in the sodia
policymaking in Latvia in scalelD. The results from expesurveyshowed that certain decisiemaking methods

are more frequently used in poliaypaking process than other (with arithmetic means of the evaluations by experts
from 3,43 till 8).

Additionally, experts were asked to evaluate the significance of different tools/ possibititiemintaining social
sustainability insocial policy inLatvia in scale -10. The results from exper”urvey showed that some tools/
possibilities are more likely tsupport maintaining social sustainability than other in Latvia (with arithmetic means
of the evaluations from 4,71 till 8,71).

Also experts were asked to answer 2 ogarded questions where they could provide their opinion on what are the
most necessary iprovements in policynaking necessarycurrently in Latvia, and the second questions: what
methods could help maintain balance of 3 sustainability pillars (environment, society, economy) in policy.

In conclusion authors determined the main possibilitiesifioqprovement of the decisiomaking in the social poliey
making process in Latvia.

Keywords:decisioamaking, policymaking, social sustainabilitgocial inclusion

1. INTRODUCTION

Social sustainability is widely researched aspect in many countries améy researchers around the
globe especially taking into account of recent social developments related to different restrictions and
often hard consequences of pandemia caused by Ct®id

The aim of this paper is to explore the tools and possibilitiesnmintain social sustainability by

improving decisiormaking in social poliegnaking in Latvia.

wSaSIFENDOK YS{iK2R&a dzaSR | NB & Gueyaid statistcal tarfalyss Ml 0 dzNB  NEX
S E LISshidiesiré3ults in order to identify the main isssi@nd opportunities in the social poliayaking

process and in maintaining social sustainabilitiere were applied indicators of descriptive statistics

indicating central tendency or location (arithmetic mean, mode, median) and variability or dispersion

(range, standard deviation).

During empirical research experts evaluated the significance of different decrsimg methods in

the social policymaking in Latvia in scalel1D. Experts were asked@lsoto evaluate the significance of
different tools/ posibilities in maintaining social sustainability in social policy in Latvia in scdle 1
Experts were askea@lsoto answertwo openended questions where they could provide their opinion

on what are the most necessary improvements in peli@aking needeccurrently in Latvia, and the
second questions: what methods could help maintain balance of 3 sustainability pillars (environment,
society, economy) in policy.
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2.LITERATURE ANALYSIS

The term sustainability and sustainable development has only appearethénscientific literature

recently, together with the increasing concerns about the world ecosystem and the capacity in which

human made technologies are developing in theét2&ntury. United Nations World Commission for

Environment and Development in 188 LJdzo f A a KSR G KS NI LJAWhlied Natia=N) / 2 YY 2y
1987)that contained a definition of sustainable development as development that meets the needs of

the present without compromising the ability of future generations to mdéeeir own needs. The

commission determined that the main goal of sustainability is to satisfy human needs. Nesds

consideredas basic needs to eliminate poverty in the world, and provide opportunity to satisfy the

inclinations for better life. Following the report, an inmpant step into maintaining sustainability were

GF1SYy RdzZNAYy3a ! bQa {dzail Ayl ot S 5wnéaffranhdwdskyfar 160 dzY YA G Ay
goals in 17 categoriesas established,and it was set taeachthe goalstill 2030. The main areas are

poverty, health, education, equity, energy, infrastructure, climate change, oceanic resources, peace,

security and good governance. The Triple Bottom Line concept of three sustainability elements
(economy, environment, social wellbeing) was developed based on ti8¥ 19N declaration on

development by Elkingtoand analyzedin more depthby Ozanne and his colleagues (Ozanne, et al,

2016) and changed the way organizations measure development and effici@looy measuring only

profit to measuring the profit, social reepsibility and the environmental footprinfThe most recent
AOASYUGATAO NBAaSINOK akKz2ega (GKFG adNRy3 adadl Ayl oAt Al
from society is clearly define(Thiel, 2016) In casewhen all three elements are not balancedne

elementmight developdisproportionallywhilstimpacting the overall development negatively.

Social return on investment in the public secierconsidered as important aspe&tl{ggen, et al, 2020)

and is asystematic way of incorporating social vatu of different stakeholders into public sector
decisiormaking on sustainabilitfCommunity based urban development: a strategy for improving social
sustainabilityare of importance stressed by researchersQ® | N = wmdpdpdpy a 2yS 2F (K
cannotbe ignored by decision makers.

In the scientific literature there is no common agreed definition for social sustainability because of the
many different approaches used by the scientidtitig, Griessler, 2005Yhe available definitions ten

to analyzethe social sustainability as lostigrm development of society and necessary requirement to
maintain the positive changes focused swiving social challengé€orsini, Moultrie, 2019)

There is a discussion in the scientific literature on how to effegtivehnage all three elements of
sustainable development in an orgaation, and four main directions or approaches to element
management can be identifieOzanne, et al, 2016}he first two that emerged and are already
considered irrelevant are wiwin and compromise (tradeoff), but the latest and most currerdre how
they are integrated into the2 NH | y A Istratiégy 2yl DBjectives. Most empirical and conceptual
researchersHahn, Pinkse, Preuss, Figgetheir 2015 publication (Hahn, et al, 20)5as wvell as by
researchersVan der Byland Slawinskiin their 2015 publication (Van der Byl, Slawinski, 2Dtave
adapted a mtually beneficial approaclwhere all three elements can be achieved simultaneously and
that the development of social and environmeht@spects resulin the best financial results. In this
approach, it is important to understand that improvement in one dimension of sustainability means
improvement, or at least not deterioration, in other elements. The disadvantage of this approadt is th
the economic element is considered to be the leading @mal the environmental and social aspects are
dependent

Researchers of the compromise approg€ranne, et al, 201éjave argued that in many situations all
three dimensions are in conflict, aredistainability can only be achieved if one dimension is reduted
order to prioritize another dimension.Researchers Slawinski amhnsalin their 2015 publication
(Slawinski, Bansal, 20)LBave argued that this approach is usaaly by companies that poiritize profit
maximization, which means that the social and environmental dimensions become secaaslary
organizations tend to prioritize goals for economic benefits.

Taking into accounthe increasing competition between organizations and the increasjpeed of
changes on a global scale, there is also a growing tension between all three elements of the TBL and the
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related goals. Therefore, an integrated and paradoxical approach has devel@pedintegrated
approach(Gao, Bansal, 20138ssumes that allhree dimensions are interrelated arade an integral part

of the organizational systenThe paradox approach has emerged as the latest approach to managing
the three elements of sustainability. This approach complements the integrated approach, and the
tensions that arise between the three elements of sustainability in managemenseen as paradox.
The paradox is attributed to the relationship between these three elemetitey are contradictory, but
their requirements are interrelated over time and rdogiconstant efforts to manage theivan der Byl,
Slawinski, 2015)In this approach, théension between the elements should be seen as interrelated
contradictions and not awin-win or compromise. An important aspect is time. The paradpgroach

to maragingtensionsconsidersthat needs that arise over time angbnflict between the elementds
develogng over time, and efforts to manage them must be recognized and continGeeceptually,
these four approaches to managing tension are clear and theeefasrly extensive discussion of the
theory available, but a significant shortcomindghs missingsingle clear practical approach to managing

or balancinghe tensions

In public administration, decisiemaking takes place at different levels, and the animg of the
decisions made is different at each of these levels. One of the most important ways of decédiony

in public administration is policy development, approval and implementation of draft laws. Decision
making is not a ongerson task, it invives a series of steps, including feedback and felipwand is
carried out by several actors at different levels.

The decisiormaking of the highest level public administration directly and indirectly influences the life
of the society with the decisionmade by it. Therefore, theres a need for open and effective ways to
provide due diligence through new knowledge and research. In this way, to ensure the effectiveness of
the implemented policies, their successful changes and influerceéhe public well-being (Jiwani,

2010)

Often, organizations do not make decisions based on an evaluatiordatad but rely on a heuristic
process(BarberaMarine, et al, 2019) which isa cognitive shortcut strategy, where decisions are made
on the basis of limited infonation, time and processing power. Theocess of finding a solution to a
problem is simplified by relying on past experience and unconscious [Brastions and values
(consciously or unconsciously) influence political choices, and especially throcighreedia, polarize
and politicize political debate through the interpretation of emotional evidence (Umbach, et al,.2018)
Emotions also iffluenceinformation processing strategies thatlow to manage extensive amountsf
information and seekto reduce its complexity, sometimes contributing to the avoidance of information
or the denial of factual evidence. At a time of giog/populism and challeegto political ideology, the
need to use reliable information and data in the poliogking process is vital.

For making strategic decisions that have a great impact, it is necessary to use systematic -decision
making methods, notto rely on intuition andexperience, butinstead touse the analysis of critical
factors accorthg to rational decisiomaking theory.This approach includes critical aspects such as
(Cervone, 2015) precise problem efinition - identification of the need of all stakeholders;
determination of specific, measurable criteria for the selection of the solution; analysis of specific
alternatives - identification, analysis and evaluation of the possibilitieffective collection of the
necessary information, wbh includes the assessmeof the quality of theinformation, the required
amount; choosing specific alternativeas a solution; receiving feedback, making the necessary
modifications as needed.

In Latvia and European Commission the peliaking cycle idbased on the rational désiorrmaking

where the main steps are: 1. Preparations and 2. Adoption during which Impact assessment is
performed. The next steps are 3. Implementation and 4. Application during which monitoring and
evaluation is performedDuring step 1. activitiesthat are basis for the rational decisiemakingare
established problem definition, identification of alternatives, gathering and researching information,
receiving feedback and choosing a solution

In practice the most commonly usetkcisionmaking method icost ¢ benefit analysis (CBA). In CBA
theory, there is no single standard format that can be used for all public administration needs, but there
is a certain structure and certain stefusbe taken in applying this technique:
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1. Developgng a framework todetermine the parameters of the analysis;

2. Identifying costs and benefits and classifg them according to their type or purpose;

3. Calculahgthe costs and benefits for the entire duration of the intended project or initegtiv
4. Compaing costs andbenefits using the information gathered,;

5. Analyingthe results angroducingsubstantiated recommendations.

CBA is a very important tool that allows the user to directly compare aspects such as environmental
benefits and econom benefits. However, onef the disadvantages of this method is that all values
need to be expressed in monetary terms, which is often not appropriditen decisiormaking involves
complex social and economic consideratiofle second limitation is thathen using discounting fo
forecasting the CB&an only be used successfully to calculate gains and losses over a relatively short
period of time. For example, it is almost impossible to determine a discount rate for a period of 200
years (Adler, PosnerQR9).

According to thekaldor-Hicks efficiency model in economic theory, reallocation of resources is effective
if it generates more benefits than costs, and if the part of society that has gained more benefits
compensates those that have lost, which imngiple leads to Paretoffciency.

The Pareto efficiency approach assumes that an effective position can only be achieved if one part has
gained while the others have not deteriorated. Although #ador-Hicks and Pareto efficiency models

may seem simila it is important to uneérstand that allkaldor-Hicks efficiency situations are optimal in

the Pareto model but do not work in the opposite direction, or all the benefits in the Pareto model are
also in theKaldor-Hicks modehowever not all he benefits in Kaldor-Hicksmodel are benefitsin the

Pareto efficiency model.

A model such as expected value (EV) is also often used to justify the choice of altemeatigelution in
decisionmaking. Expected value is a method of calculating the expected fualte of an investment.
In statistics and probability thew, the expected value is calculated by multiplying the possiblétregu
the probability of occurrence of each outcome, and then summing all these values.

In order to preventthe situation when inCBAmodel resultsthat cannot be successfully assessed but
whose significance is assessed as very importiahtiti-criteria analysis (MCA) technique allovio
identify the bestalternative when evaluating alternativeshat are difficult to compareThis gproach
allows the decisin maker to use several criteria to achieve the set goals, as well as to make
assessments, rank and assign weights to each object of analysis.

As one of the MCA methods, the mudtitribute utility theory (Dyer, 2016onsists of iree steps the

first of which is the performance atrix, the secondtepis the procedure for determining whether the
criteria are interdependent, and the third is the evaluation of the parameters of the mathematical
function resulting in a single numbeas the performance inditar U for each alternative, which is in
principle an overall assessment of the performance of the alternative.

Another frequently used MCA techniquethe analytical hierarchy procegtean, 2020)This method
involves evaluating leernatives by comparingriteria and options in pairs to determine the weight of
the option. Each alternative is compared with all the criteria, and then a comparison is made between
the criteria, thus setting prioritiesAccording to adiscussion in scigific literature the man
disadvantage of this model, occurs in the case of the range reversal phenomenon hapjpéns when
adding another option to the performance matrix the rank of two other options #ratnot related to

the new added optionmight be abolishedtherefor this model is considered contradictory and the
theoretical basis of this model is fundamentally questioned.

The MCA technique, which is fundamentally different from the three discussed above, is the outranking
method. This method alles different weights to b assigned to criteria, and assumes that one
alternative outperforms another in terms of the sum of the weights of the different criteria.

Given that several of these methods are not based on quantitative data but on qualitatégs such as
the linear canplementary model, which uses less precise data, it is considered that this type of method
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is not applicable to public administration and regulatory decisitaking. There are several ways to
ensure the transparency of the performee matrix and the critéa and weights used in it.

The Median Voter Model (MVM) is also used to ensure that democratic principles are taken into
account in public administration decisignaking. This model represents theories of economics and
statistical political science. Accoitg to the MVM model, it is assumed that political candidates
advocate for policies and decisions that are most closely related to the position of the electorate or the
average voter. This model can be used in decisiaking in ag form of public adminisation, but is

most often used to address income inequality and income distribu(idimel, 2016)In the case of a
normal distribution of votes, decisiamaking is relatively simple, as the chogmlicy is more similar to

the medan view, ands essentifly assumed to represent the majority of the population.

Although CBA and MVM decisiomaking techniques are very common, they have shortcomings in terms
of environmental and social wdlleing.

Taking into accourthat many of thedecisions cannot be analgd by mathematical methods, as well as
expressed in monetary termshere is a necessity fon model that allows social and environmental
aspects to be added to economic calculations. To address this shortcoming, the Triple BioitofiBL)
was developedfor decision analysis. However, this model is not strong enough to overcome the
limitations of the modern economic approach in the decisioaking process.

This approach requires each organization to go through five phases tenmapt the TBL system:
1. Defining objectivesidentification of stakeholders, available resources and tools, SWOT analysis;

2. Strategy developmentidentifies the objects of each TBL element, responsible person, determination
of key performance indicats (KPI);

3. Implementatbn - implementation of the strategy, implementation of the necessary procedures to
ensure quality management and process improvement, as well as determination of the steps to achieve
the objectives at each level of the organization

4. Optimization evaluation of results and improvements.

All of the models and techniques discussed in this subsection are used in devaiorg atdifferent

levek of public administration and are applicable to a variety of needs. Given that in twdacrease
public suppat and ensure sustainability, public administration should use techniques based on data
analysis or other scientific research methodsha decisiormakingprocess

3. EMPIRICARESEARCH DESIGN

In order to understand the main chHahges and opportunitiesn the social policymaking in Latvia,
authors conducted an expert survey. During the research design planning stage, authors determined
that the most qualiied experts involved in the policy planning and decision making are repis/es

from Ministriesand CrossSectoral Coordination Center: 1. Senior Expert in Gendaaliy in Social
Policy Planning and Development Department, Ministry of Welfare, 2. Senior Expert in Social Inclusion
Policy Department, Ministry of Welfare, onsultant in DevelopménSupervision and Assessment
Division, CrosSectoral Coordination Center, 4. Deputy Director of Labor Market Policy Department,
Ministry of Welfare, 5. Senior Expert in Policy Initiatives and Development Department, Ministry of
Education and Science, 6.eHd of Policy Coordination Department, Ministry of Health, 7. Senior Expert

in Social Policy Planning and Development Department, Ministry of Welfare of Republic of Latvia. In the
survey 7 policy planning and implementing expertsnf different social secrrs provided assessment

and opinion on the current situation in social sector palieggking process in Latvidhe experts were
chosen based on their contribution to social policy on a daily basis, their views were taken into
consderation when documentsra developed in Ministry of Welfare. In thervey7 policy planning

and implementing experts provided assessment and opinion on the current situation on evidased
decisionmaking process in social policy making in Laf@iperts were asked to asseshe significance

of decisioamaking methods used in the social politgking based in Latvia in scaldQ, where 1¢ not
significant; 10¢ very significant.The second question focuses aignificance of different tools/
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possiblities in maintaining sadal sustainability in social policy in Latvia in 2025gale from 1 to 10,
where 1¢ not significant 10 ¢ very significantAdditionally 2 operended questions wer¢he experts

had an opportunity to provideheir opinion: whethe it is necessary to makehanges in the poliey
making process in Latvia and what kind of tools / methods in experts opinion can be used to manage the
balance of all 3 elements of sustainable development in decisiaking. After receiving the results
statistical analysis was dorie order to summarize the gathered data and make conclusions.

4. EMPIRICAL RESEARCH RESULTS

As concluded in thditerature review, decisioamaking can be made on the basis of various rational
models or in conditions of limited ti@nality, where valuesheliefs, experience and prejudices oftare
involved It was also concluded that in order to ensure public support for sustainable development,
decisionmaking must be a transparent, understandable and reasoned process in orfestén public

trust andsupport.

First question was: Please evaluate the significancelezisionmaking methodsused in the social
policymaking based in Latvia in scaldQ, where 1¢ not significant; 10 very significant. From the 7
experts were reced 7 responses in alllpositions

The decisiormaking methods listed in this question are both systematic artditive approaches to
understanding the extent to which decisionaking in policymaking is based on analysis as well as
evidence. The authohas listed all the desionmaking methods analyzed and summarized in the
theoretical part, which appear in the scientific literature in connection with public administration and
policy-making

According to experts (Table 1.), decisions in Latvia arertly made mainlypasedon the results of the
cost - benefit analysis B= 8, Mo = 7, Me = 8), which also coincides with the conclusions of the
theoretical analysis This decisiomaking method is very often used in the polityking process, as it
allows to conductanalysis ofthe benefits andcostsof each alternative. However, as the theoretical
analysisconcluded, this method has its drawbacksi,it is often not possible to quantify and compare
the potential benefits andcosts so it works very welin calculating economicofutions, but not in
finding more complex solutiong main indicators of descriptive statistics on expert evaluations are
included inTable 1.

Table 1. Evaluation of the significance of tlecisionmaking methodsisedin the sodal development
policymaking in Latvia

STANDAREL

NO DECISIONIAKING METHODS ARITHMETIC MEA MODE MEDIAN RANGE DEVIATION
1 COSTBENEFIT ANALYSIS 8 7 8 4 1.528
2 TRIPLE BOTTOM LINE 7.29 6 6 4 1.890
3 HEURISTIC METHOD 6.71 9 8 7 2.812
4 EXPECTED VALUE 5.43 7 6 9 3.101
5 KALDORHICKS EFFICIENCY 5 1 5 8 3.109
6 MEDIAN VOTER MODEL 4.57 1 5 8 3.309
7 PARETO EFFICIENCY PRINCIPL 4.14 2 5 7 2.545
8 MULTHATTRIBUTE UTILITY 4 2 5 6 2.309

METHOD

9 OUTRANKING METHOD 3.71 1 3 6 2.563
10 ANALYTICAL HIERARMEYHOD 3.43 2 3 5 1.902
11 MULTICRITERIA ANALYSIS 3.43 2 2 6 2.299

Source: Authors calculations based on D. Indrik@oenducted experurveyin 2021, n =7

According to expertgvaluation, the second most frequently used method is Thiple Bottan Line(E¥
7.29, Mo = 6 Me = 6), where the impact on all three elements of sustainable development
environmental, social and economids assessed during decisiamaking. In both of these decision
making methods, there is a consensus of expert opinions4R
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The third mat frequently used method of decisiemaking according to experts is the heuristiethod
(B¥ 6.71, Mo = 9, Me = 8y experiencebased decisiommaking, where it is assumed that the evidence is
not integral part of the processin this assessment, an esdmely large discrepancy of opinions is
observed,asthe calculatedrange isR = 7indicatingdisagreement and even the existence of opposite
opinions among experts.

According to experts evaluation, the decisioraking methods used on axkage are often thealculation

of the expected valueH¥ 5.43, Mo = 7, Me = 6), thé@ldor-Hicks principleB¥ 5, Mo = n/ a, Me = 5),
Voter Median model B¢ 4.57, Mo = 1, Me = Spareto Hficiency principle £¢ 4.14, Mo = 2, 5, 8, Me =
5) andMulti-attribute Utility model €% 4, Mo = 2, 5, Me = 5). The calculations of the evaluation results
of all these methods show a largenge from 6 to 9, which means that there is no consensus of expert
opinions.

According to experts opinion, the least used decisimaking methods in this isg are theOutranking
method €% 3.71, Mo = 1, 6, Me = 3), tmalyticalHierarchy processB¢ 3.43, Mo = 2, 5, Me = 3) and
Multi- criteria analysisH¥= 3.43, Mo = 2, Me = 2). Also in these results there is an extremely large
disagreement of experts, which is determinleg the calculation of theange(R = 5 to 6).

The results of thefirst question show that in policymaking processhe method of rational decision
making cosbenefit analysidgs the most often used. Thahdicates that evidence is also taken into
accout in the decisioamaking processaswithout data, research results or verified expert evaluation it
is not possible to perform this type of analysis. However, decisiaking is also influenced by
previously accumulatedxperience, and thereforalsoby gereotypes and prejudices gained during the
experience. As concluded in the theoreticahalysis all individuals consciously or unconsciously
influence decisionmaking with their personal views, which is oftierational.

The second question was: Pleasal@atethe significance of different mls/ possibilitiesn maintaining
social sustainability in social poligy Latvia in 2021 in scalelD, where 1¢ not significant 10 ¢ very
significant

From the 7 experts were received 7 responses ifiapositons(Table 2.)

Experts have assessed the regular review and updating of research and#a8a7(l, Mo = 8, Me = 9)
and cooperation between policy makers in different sectdfé(8.71, Mo = 8, Me = 9) as the most

important aspectsA consensus of exgts opinion is observed in bothasthe calculatedrangeis 23
(out of 10).

Table 2. Evaluation of th®ols/ possibilitiesof increasingsocial sustainabity approachin socialpolicy
making in Latvia

No TOOLS/POSSIBILITIES ARITHMETIC MODE MEDAN RANGE STANDARD
MEAN DEVIATION
1 FREQUENT REVIEW AND UPDATIN! 8.71 8 9 3 1.113
RESEARCH AND DATA
2 COOPERATION BETWEEN DIFFERE 8.71 8 9 2 0.756
SECTOR POLICY PLANNERS
3 FREQUENT REVIEW OF THE 8.43 9 9 4 1.397

IMPLEMENTED POLICY AND UPDA"
ACCORDING TO THE SITUATION

4 EVIDENGBASEDOOL®&S BASIS FOF 8.33 9 9 5 1.751
DECISIONAKING
5 EDUCATING SOCIETY ABOUT MEAI 8.29 7 9 4 1.604

AND SIGNIFICANOCEMAINTAINING
SUSTINABLE DEVELOPMENT

6 CLOSE COOPERATION WITH SCIEM 8 7 8 5 1.826
AND EDUCATIONAL ORGAN{INS

7 CLOSE COOPERATION WDMHSTRY 8 8 8 4 1.291
EXPERTS

8 INCREASING ENTERPRENEURS 8 9 9 3 1.414

ACCOUNTABILITYAGHIEVING
SUSTAINABLE DEVELOPMENL$0
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9 EDUCATING ENTERPRENEURS AB! 8 9 9 4 1.633
MEANING AND REASON FOR
MAINTAINING SUSTAINABLE

DEVELOPMENT

10 SOCIETIES INCREASED INVOLVEM 7.86 7 8 4 1.345
IN DECISIOMAKING PROCESS

11 ENTERPRENEURS INCREASED 7.57 8 8 5 1.718
INVOLVEMENT IN DECISMAKING
PROCESS

12 DECISIONAKING BASED ON RESUI 7 6 8 6 2.160
IN UN SDG IN PREVIOUS PERIOD

13 DECISIONMAKING BASED ON TRIPLI 6.29 5 6 6 2.215
BOTTOM LINE METHOD

14 ESTABLISHMENT OF SEPARATE 4.71 1 3 9 3.592

INSTANCE OR GRGUUFREVALUANG
SUSTAINAE DEVELOPMENT ASPE(
IN DECISIGMAKING PROCESS

Source: Authors calculationsibed on D. Indrikso® conducted expersurveyin 2021, n =7

Experts also considereitl necessaryto frequently review the implemented policy and adapt it to the
current situation B¢ 8.43, Mo = 9, Me = 9), using evidetssed tools as basis fodecisionmaking EY
= 8.33, Mo = 9, Me = 9), educating teeciety about the meaningand significanceof sustainable
development B¥ 8.29, Mo = 7, Me = 9), close cooperation with educationalsaiehtificinstitutions €Y
=8, Mo = 7, Me 8) and industryexperts B¢ 8, Mo = 8, Me = 8). The calculatedgein these aspects is
from 4-5 andindicates that there is gelativeconsensus in the opinion of experts.

Experts consider important to increag entrepreneursaccountabilityin achieving thesustaindle
developmentgoals Ey= 8, Mo = 9, Me = 9) and eduiaj entrepreneurs about the meaning and
significance ofmaintainingsustainable developmenE¢ 8, Mo = 9, Me = 9). Taking into account that
entrepreneurs are a very important stakeholdergether with policy planners, implementers and
educational and scientific institutions in the policynaking process, it is important to ensure
understanding of sustainable development and its role in the country's development, as compliance
with the principle of astainability is often inconsistent with the operational activities of companies and
the decisions taken. The calculateghgein these aspects is from-& which on a scale of 910 or
indicates that there is a consensus in the opinion of experts.

Although educating the public and entrepreneurs about the meaning and significance of sustainable
development is very important for ensuring sustainability, according to experts, increased involvement
in decisiommaking is less necessarnyjth the arithmetic men of these aspects is 7.86 and 7.57,
respectively.

Experts have given a slightly lower rating to the need to make decisions based on the assessment of the
UN SDgoalsin the prevous period, the arithmetic average of its assessments is 7 (Mo = 6, MAls®).

the need to use the tripldottom line method in decisiommaking Ex= 6.29, Mo = 5, Me = 6) was
moderately assessed, from which it can be concluded thatt®t¢ benefit method n decisiommaking
accordirg to experts is able to ensure sustainadievelopment. Theangein these aspects is 6, which

on the scale of valueom 0 to 10 idarge amplitude, or indicates that there is a disagreement in the
opinion of experts.

Experts consider the establishment of a separate institution (or groumhrtxy out the assessment of

the sustainability aspect in the decisiomaking process as the least necess&® 4.71, Mo = 1, Me = 3).

From which the author concludes that, according to experts, sustainable development is best ensured
by decisioamakersin the policymaking process. The calculateghgein this aspect is yvhich is a very

large amplitude on the scale of valuiesm 0 to 10, or indicas that there is a great disagreement in the
opinion of experts.

The two concluding questions of thepert survey were opeended questions and focused on finding
possible solutions to improve the policy process, as wellbakncing elements of sustainable
development into thepolicy process.
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To the question whether it is necessary to make changesdmpaticy-making process in Latvié,of the

7 expertsanswers were received of the experts answered affirmative, while one replied that the
guestion was too multifaceted to answer. Those experts who resporafimative mentioned the
need forsuchchargesin policymakingasperformingan indepth policy impact analysisased on facts,
data, human needs, research and analysis in relation to available resources anbased on
preferences omenefits of political interests. Another expedxpressed opiion that it is necessary to
educate policy makers and decision makers about scibased decisioimaking methods. There is a
need to foster collaboratiorbetween researchersand policymakers,and to ensure close, regular
communicationbetween researcherand policy makers. Several expesdgressedthe necessityfor
continuous learnindgor policy makers, and theecessity to take into consideration opiniafi industry
experts It was stressed thatesearchbased policymaking is crucial with a particulamgphasis on high
quality evidencebased impact assessmentswias pointed outthat it is important to objectively analyze
and explain the processet eliminatethe stereotypes and assumptionghich may not correspond to
the real situationexisting in thesociety about policy-making related topics Theopinionsof the experts
on this issue furthesupportthe conclusions already reachédring the literature analysis

Analyzingwhat kind oftools / methodsin exper@ opinioncan be used tananageand balance all 3
elements of sustainable development in decisioaking,experts stresseveral elements of knowledge
management, such as close collaboration with researchers and industry experts, improving
communication between differensectorpolicy makers. Omof the experts argues that the balance of
sustainable development requires evaluation and monitoring of the implemented policies, as well as the
understanding and insight of sectoral policy makers into issues that go beyond their responsibilities and
areas At the same time, there is a need for a regular review of priorities, not only in a formal way, but
also in depth and on a regular and systematic basis. A balanced consultation process is recognized as
crucial, as stakeholders may have differing viemd transparency and understanding of sustainability
issues As @ually importantexperts pointed outhe use of scientific methods in the decisioraking
process and greater involvement of scientists. The views expressed on this issue largely coihcide wit
the observations and conclusions from the survey results.

5. CONCLUSIONS

I The process of planning and implementing an eviddmased policy is in line with a streamlined
decisionmaking approach, in which the collection and evaluation of evidence to anizte the
solution to the problem, as well as the communication of these opportunities between
stakeholders, is an integral part.

1 The policymaking cycle in the European Commission and Latvia is based on a rational decision
making cycle, which requirgzreparation in the policy planning process, which includes problem
definition, identification of alternatives, information gathering and research, feedback and solution
selection, and policy impact assessment. These steps in the jpadiking process inveé an
evidencebased approach to ensure the transparency and soundness of deamsikimg needed to
gain public support.

1 Expert@ evaluations on different aspectsf decisioamaking methodshas indicated thathe most
commonly used areost- benefit and triiple bottom line methods, as well as a heuristic approach
based on the decisiemaker's experience rather than evidence and facts. According to experts,
decisionmaking methods based on scientific methods are often not used due to a lack of
knowledge abotitheir application.

1 According to expef@ opinion, opportunities to strengthen the successful integration of sustainable
development strategies into poliaypakingcan be ensured by strengthening the use of evidence
based tools and methods such as regutaview and updating of research and data, regular
evaluation of the impact of implemented policies and adaptation to the current situation, and
increased use of coftenefit methods in decisiemaking.

1 Recommendation:successful integration of the sustalrla development strategy into poliey
making can be ensured by strengthening the use of evidéased tools and methods such as
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regular review and updating of research and data, regular impact assessment and adaptation, and
enhanced use of the codtenefitapproach to decisiommaking.
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Innovative Values Of Managers Min Thar Envronments Wth Busness
Performance

EmanuelaESMEROVA

1AssociateProfessor of Economic$hD Emanuela EsmergWacity of Economics at the MITniversity
¢ Republic of NorthertMacedonia, Skopjemail: emaesmerova@yahoo.com

Abstract Values are the base for understanding attitudes, perception, personality and motivation of individuals
affecting their behavior. The system @fl f dz=8&4 RSGUSNXNXAYSad AYRADGARdZ f Q& LINR2NR(e&
importance.

We should consider that the individual tends through his/her life to keep and to preserve the values acquired from

hisfher early age. It is about attitudes to valuesgoK I i Aa NAIKG FyR 6KIG AayQidx oKL
FdGAalGdzRSa 2F @I fdzSa FNB dA3aIKGte NBEFGSR G2 GKS 13ST 2N 0
person.

This could be a kind of explanation why older generations gflepees have different attitude to proper working

than the younger generations. All of this could be of help for the managers to be able to predict the attitudes of

values according to the age, and these attitudes shall be mainly focused to the way afgvditkey should also be

FofS G2 RANBOG (KSasS IGGAGdzRSa (2 Y2NB 3ISySNIt AaadzsSa NBt
employees. Unless the managers fail to implement this in their daily work, the undertaken activities will not be

favorable. The system of values for managers is comprised by their personal values, some of which acquired and

some of which could be from birth and he tends to obey them. Personal values determine the person himself,

his/her capacity, characteristics, mom@ahd authority. The values, throughout the system of values, could describe

anything that the mangers are trying to achieve through their work and their attitude of behavior at work.

Key words environment, managers and valugsnstrumental and ¢rminal values, interviewed employees and
managers, success, professional activities and tasks

1. Terminal and instrumental values with business performances

One of the most famous social scientiéls & S NOKAyYy 3 @I f dzS8a Aa arfiaz2zy w2]SFC
enduring belief that a specific mode of conduct or estdte of existence is personally or socially

preferable toan opposite or converse mode of conductorendi I S 2 F S BaldesisysedSé | yR |
Fa aly &yalz#hdh gt beliefs concerning preferable modes of conduct or-stat of

existence along a continuum Bt | (A @3S (Roked2hNIOV3y sMitton Rokeach made a

classification value system based on the resultsuivey that proposed a list including two sets of

values, the terminal and instrumental ones. Terminal values refer to desirabkstates of existence;

the goals that a person would like to achieve during their lifetime and may vary among differeipisgrou

of people in different cultures. Instrumental values refer to preferable modes of behavior. These are

preferable modes of behavior, or means of achieving the terminal va@singthe terminal values

from 1 (the most important guiding principle) to 18 (at least importantguiding principle), then

sorting the instrumental values on the same basis, from the personsthat are interviewed can be

made a clear picture of their systems of values trying to achieve in lifetime and need to be

addressed. Everyone an well understand their own values grading first the terminal values, then

instrumental ones

Several of the terminal values listed in Table 1 are particularly important for managers - such as a
sense of achievement (lasting contribution), equality (brotherhood, equalopportunity for all) and
self esteem. Also, the instrumental values are expected by all managers.

Table 1Terminaland instrumental values

Terminalvalues Instrumentalvalues
A world at peace (free of war ammbnflict) Ambitious (hardworking, aspiring)
Family security (taking care of loved ones) Broadminded (opemminded)
Freedom (independence, free choice) Capable (competent, effective)
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Equality (brotherhood, equal opportunities for all)

Cheerful(lighthearted, joyful)

Selfrespect (self esteem)

Clean (neat, tidy)

Happiness (contentedness)

Courageous (standing up for your beliefs)

Wisdom (a mature understanding of life)

Forgiving (willing to pardon others)

National security (protection from atk)

Helpful (working for the welfare of others)

Salvation (saved, eternal life)

Honest (sincere, truthful)

True friendship (close companionship)

Imaginative (daring, creative)

A sense of accomplishment (a lasting contribution)

Independent(selfreliant, self sufficient)

Inner harmony (freedom from inner conflict)

Intellectual (intelligent, reflective)

A comfortable life (a prosperous life)

Logical (consistent, rational)

Mature love (sexual and spiritual intimacy)

Loving(affectionate, tender)

A world of beauty (beauty of nature and the arts)

Obedient (dutiful, respectful)

Pleasure (an enjoyable leisurely life)

Polite (courteous, welinannered)

Social recognition 9respect, admiration)

Responsiblédependable, reliable)

An exciting life (a stimulating active life)

Seltcontrolled (restrained, self discipline)

Source Milton Rokeach¢The Nature of Human ValugNew YorkFree Press, 1973, p.112

Managers who believe that the feeling athievement is important, can focus on achieving a lasting
contribution for the enterprise such as creating a new product line that reflects the innovative
management or opening new foreign subsidiary that will be the bearer of innovation managéNwmst
Hollenbeck, Gerhart, & Wright, 2006, p.25Manager who thinks that equality is the most important
valuecould bea leader and will put the efforts of the company in providing equal opportunities for all
employees, as well as finding innovative modifieatk force.

Some managers believe that valusach asa comfortable life (a prosperous life), an exciting life
(stimulating, active life), freedom (independence, freedom of choice) and social recognition (respect,
admiration) are the most important for e company (Mathis & Jackson, 2007, p.238)e relative
importance that managers give to eathrminal value helps to explain what actually managers are
trying to achieve within their company and on to focus their efforts. Some of the instrumental values
listed in Table 1 are important componendf the behavior of managerdeing ambitious (hard work,
aspiration), broadminded (openrminded), capable (skilled, effective), responsibleliable) and sekl

controlled (seltdiscipline, restraint).

In additon, the relative importance of human resource managers put before these and other
instrumental valuesnay be an important commitment to their behavior in the workplace. For example,
the managerwho considers that value to a fantasy (creative, dare) is thost important tool to be
innovative can take more risksthan the managerwho thinks it is not asimportant. Managerswho
believethat honestyis the most importantvalue willput in the foregroundtask the requiredstepsso

that all membersof the departmentor companyto behaveethically. Managerswho believethat the
feeling ofachievement ismportant, canfocus onachievinga lastingcontribution for the companysuch
ascreatinga new productiorline oropeningnew foreignsubsidiary(Gibson, lvancevic, Donelly, 1999, p.
73). That is he new link that leads up toan innovativemanagementManagerwho thinksthat equality

is the most importantvaluecould beleader andwill put the efforts of the companyin providingequal
opportunities for all employees andwill find modified work force according to thenew business

performance

Consideringthe merits of over 55 million Chinese working outside China, managing trade and
investment throughout East Asia are now expanding beyond Asia top&wand USA. Often called
oChinesepeople by the sed, they are prominent in business and real estate investments in countries
such as Singapore and Malayg@essler, 2008, p. 118)hey are successful in what they do, so
successful that some of themow run multibillion dollar companies. U.C. Njang is founder and
chairman of Formosa Plastics Group, based in Taiwan, which built a factory of 2.1 billion dollars for the
production of plastics and petrochemicals in Point Comfort Texas in T2@hengTong, manager of

real estate in Hong Kong, owns a chain of hotels and Stouffer Renaissance in the U.S., and has control
over some real estate properties of Donald Trump in New York City President Enterfriggscal

feature of dChinesepeople by the sed, whether managing a bank in Hong Kong or truly global
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organization,s their valuessuch ashard work, ambition, strong family ties, family safety, responsibility,
self control and expertiseBillionaire U.C.Njanghad nevertaken a day off and Kao Chh-Dzen,Vice
Presidentof Enterprises said he will besickif there is nowork. Many businesseshat are operatedand
owned by Chinesefamilies, work to provide as much needed education andexperience in ordeto
preserve themportant positionsin their companiesMany Chineseare disciplined andery responsible
and their professionalmanagement successan beseen worldwide.Theyalso considethat the most
important principles areto dareto take manythings andbe creative,and thatcanbe seenfrom their
billions investmentsctivities In Taiwan U.C. Njanduilt one of the largestproduction facilitiesin the
world with a valueof more than 9 billion $

For these managers and entrepreneurs important valaies respect, admiration and social recognition,

the features of an innovative management. Many business deals between companies that are owned
and are run bydChinesepeopleby the sea stretch through a network of managers who have close ties

of mutual trust and respect for decade$he tue relationships built on respect and admiration is called
G3dz2l yRT KAE YR Aa Iy éChindSepebple by2the sed2SRrilarlyT @zhaidxohgy &
means having a good reputation and good credit rating, and ih#te most important asset for many
Chinese managers. It can be seen thro(ighssler, 2008, p. 118)

1 The manner that affect interpersonal relationships in whitle manageris seenby the other
individuals and groups;

Decisions and solutions tfe problemsthat areoccurring;
Perceptio of the situation and problems

Limits for determining what is avhat is notan ethical behavior;

= =4 =4 =4

The sizeof what individuals accept or opposi& achievingthe goals andaking the pressures in
companies

1 The peception of the individual organizational success or achieved results.

Individuals can be categorized according to personal valed attitudes within the business
performance in several levels:

9 First level Reaction. Individuals whare rot unawareof themselves or others dsuman beings and
react based on physiological needs. This is characteristic of newborns.

1 Second level Tribal. Individuals who are characterized by high dependence on tradition and the
power of authority.

9 Third level- Selfcentered. Individuals who believe the harsh individualiand are aggressive
selfish anddo not react to power.

1 Fourth level- Conformist. Individuals with low tolerancnd hard-accepted views ofhe people
whose valuesire differentfrom their own and want others to accept their valuesd attitudes.

1 Fifth level- Manipulative. Individuals who seek to achieve their goals by manipulating people
through thework. They are materialists who aspfa higher status and recognition.

1 Sih level ¢ Sociecentered. Individuals who have that attitudeant to be loved andhey agree
with others rather to go on forward. They aretaking a negative approach to materialism,
manipulation and conformity.

1 Seventh level Existentiaist. Individualswith a high degree of tolerance for people with different
value judgments and diversity in general. They directly and openly oppose the inflexibility of the
restrictive statugpolicyand the arbitraryimplementationof power.

When makingcategoriation of the employees according to value positions can help managers to
perceive the valuef individuals in relation to those valughat are dominant and popular in
enterprises. For example, an individual who is characterized as egoderitaad to fit in enterprises in
which employees require conformity.
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2. Analysis of the employees and managers values in R. Macedonia

The research was conducted in various towns of thBl&edonia in the beginning of 2012. The aim of

the research wa to explore small and medivn AT S O2YLI yeé& YIylFr3aSNB YR 26y SI
attitudes towards ethical values and their importance in business deemiking process and actions.

The research was used as a exploratory study to explore how managers \andr® of small and
mediumsizeSy G SNLINA &aSa YIylFI3S G2 oONAYy3I GKSANI LISNE2YIFE Y2N
interests.

Small and mediursize companies were defined by the number of employees. For the purpose of the
research, respondents were epanies with fewer tharb0 employees selected from the following
businesssectors: industry, trade, service sector, public and state authorities;pmofit organizations,
counsellor andeducation organizationsRespondents were selected Isyratified randomsampling to
make sure that the companies operating in all sectors would be involved in the research. Friish dhe
about 150 selected and contacted companie83 filled questionnaires were obtained, of whicl2 1
guestionnaires were obfaed from companies that had more tha&0 employees and thus were not
includedinto the analysis.

The data was collected by personal interviews using a standardized structured questionnaire. The
interviews were hold only with persons from thhep managemat responsible for business decisions
andl OGlA2yas AdSd gAGK GKS O2YLIyeQa 26YySNE RANBOG2NJI ;
Thequestionnaire was designed in the way to cover various areas of business ethics, such as perception
andevaludion of the business ethics in the. Macedoniaethical values, ethical/unethical behavior, and
attitudes towards unethical behavior, its perception and the role of success. In questions focusing on
personal and02 Y LI y & Q& S (i Kdefidédfcate@ries aiz@aiugs wedNBed to measure their
importance in theprocessof decisioamaking. As a starting point for the analysis of categorical
variables, percentage frequency tables were usedéscribe the importance of personal and company
ethical valuesResults were considered to be statistically significandighificance level equal or lower

than 0.05

Owners and managers of SMEs are not just business people. They are also human being. They have their
personal values that are deeply rooted atitht are unlikely to change in a short period of time. To

explore the2 6 Y SNEQ YR YI Yyl 3ISNREQ LiSshEaedtarget @dlubsdpdbies A Y L2 NI |
focused on the objectivéhat one would like to achieve) were selected from different areas of value

system. Respondents were asked t¢boose and tick five the most important and five the least

important values. The frequency of selected valuedeacending order from the most important to the

least important value is shown in Talde

Table 2. The most important personal values

Values Percentage of all the answers

Health 85,7
Family 76,2
Reliability 51

Integrity, honesty 41,9
Trust, reliance 40

Responsibility 34,3
Money, financial success (prosperity) 30,5
Education 28,6
Security, assurance 23,8
Relationships, team work, emperation 22,4
Success 19

Work (job) 18,6
Tolerance 15,7
Respect, acknowledgement 13,3
Flexibility 12,9
Credibility, trustworthiness 9,5
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Openness, frankness 8,6
Discipline 6,2
Individualism 3,3
Commitment 1,9

Similar to the personal value system, the importance of values in term of corporate management and
culture was examined by theesearch. Respondents were asked to mark five values that they consider
to be themost important values in their business decisimaking process and business activities. At the
same time, theywere asked to tick five the least important values in managivgir business. Tabla.
presents the frequency aftated answers.

Table 3. The most important values in company's management

Percentage of all the answers
Values - -
most important least important
Professionalism 65,2 4,3
Quality 65,2 2,9
Reliability 52,9 2,9
Relationships, coperation, team work 51,4 5,2
Integrity, honesty 36,2 7,1
Responsibility 35,2 6,2
Focus on success, profit, prosperity 31,9 20,5
Flexibility 30 18,1
Image, reputation 27,6 24,3
Education, professional development 26,2 15,7
Trust, reliance 25,2 4,3
Credibility, trustworthiness 18,6 16,7
Commitment, assertive power 13,3 41,9
Friendliness, willingness 13,3 25,2
Creativity 10,5 41,4
Respect, acknowledgement, justice, fairness 7,1 19,5
Discipline 5,7 40,5
Openness, frankness 52 45,7
Tolerance 2,9 33,3
Individualism 2,4 77,6

Findings of the research on ethical values in small and mediaen enterprise show that the most
important personal values are health, family, reliability, integrity and honesty, trust and reliance,
responsibility, and money and financial success. As far as business values are concerned, the most
important values areprofessionalim, quality, reliability, relationships, eaperation and team work,
integrity and honestyresponsibility and focus on success, profit and prosperity. Out of the top seven
values both, personal anbusiness ones, four valuesreliability, integrity and haoesty, responsibility

and focus on money, profifinancial success were common for both categories. This can be considered
as a relatively good concurrencetbe personal and business values importance.

However, the agreement among personal and businealueimportance does not necessarily mean
that ethical values are implemented in practice. More than half ofredbondents agreed that it is
difficult to act according to their personal values because it is not possible todufiictations of many
people in the company, conditions in the market does not support ethical actemmspany would lose
its competitive advantage or position in the market or generally, there are no etpigatiples and
regulations especially in smaller companies (ugQ@mployees) that would improve ethicattions and
outcomes.

As far as the willingness of respondents to break their personal values was concalooet one third
would break their personal values if they could increase profit and economic succéssrafompany.
However, almost three quarters of respondents would break their personal values in order ttheave
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companies from bankruptcy. The proportion of respondents that would break their personal values to
savethe company was significantly highé 6 6 2 dzi yn LISNOSydGuv Ay OFasS 2F 02)Y

Conclusion

The relative importance that managers give to edehminal value helps to explain what actually
managers are trying to achieve within their company and on to focus their efforts. Some of the
instrumental valuedisted in Table 1 are important components of the behavior of managers, such as
being ambitious (hardvork, aspiration), wideview (open), capable (skilled, effective), responsible (on
whom you can rely) and has setbntrol (selfdiscipline, restraint).

When making categomion of the employees according ttheir presentvalues positions can help
mangagers to perceive the valuas individuals in relation to those valuésat are dominant and popular
in enterprises.

The survey held in Macedonian mark&ows that the most important personal values are health,
family, reliability, integrity and horsty, trust and reliance, responsibility, and money and financial
success. As far as business values are concerned, the most important valpesfessionalism, quality,
reliability, relationships, coperation and team work, integrity and honestgsporsibility and focus on
success, profit and prosperity. Out of the top seven values both, persondlasidess ones, four values

- reliability, integrity and honesty, responsibility and focus on money, préfigncial success were
common for both categoeis.
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Abstract: The main purpose ofts paper is to address & research GDP, income per capita, remittances, how they
have affected employment and is it favorable for the growth of the local economy?

If we take into account the GDP for 2020, where the local economy has shruhk ¥, Kosovhas a GDP rate with

an average of about 3.0%. The country with the highest GDP is Turkey with 4.6%. The country that did not has
contraction in pandemic economy during 2020 and reached positive figures had a GDP of 1.8%. The EU is the
country with the lovest average GDP of 0.44%.

In the period from 2001 to 2015, we had employment growth at the level of 5.6%, or which in the annual average
falls to 0.73%.

The employment rate should reach a value of about 3% in line with the level of GDP at the natiohabzve
growth in Kosovo should reach the value of 4 to 5%. This would also help increase income per capita as Kosovo is
one of the poorest countries and has a high unemployment rate.

Creating favorable conditions for foreign direct investment, diaspor&siment, reducing bureaucracies, and
fighting corruption. Creating favorable fiscal policies & credit policies.

Keywords:Gross domestic product GDP, Income per capita, Employment rate, Local economy, Remittances.

1. Introduction

The purpose of this papes to assess how Gross Domestic Product influenced the development of the
Kosovo economy from the postar period to the present day given that Kosovo has a high
unemployment rate & how GDP affects economic development and job creation.

Are fiscal and cratl policies favorable for business development, are there favorable conditions for
business development? What is the income per capita? What is the income of a Kosovan citizen if we
compare it with other countries? Is there sufficient institutional supdortbusinesses operating in the
country, foreign investors, and diaspora investors? Is there bureaucracy or corruption in the country for
foreign investors given to those in the diaspora? Loans are with-ihtghest rates. There is a lack of
loans with bw-interest rates that would stimulate the growth of local businesses.

2. Literature Overview

(Telegrafi, 2016, as cited Shatri, 2016) "This dynamics of housing is not enough to reduce
unemployment, which must be above 7% to be the dynamics of GDP grmwitie, able to absorb the

labor force that entered the labor market. In my opinion, the Government, including all structures at the
municipal level and the central level, should have focused seriously in terms of economic development
", said Haki Shatri.

(Ahmeti, 2018 as cited Ramosaj, 2018) "Given the economic development that we have, it is unlikely
that for this period GDP will be higher. However, it is claimed that if Kosovo wants to be alongside other
countries, it must undoubtedly increase local protdan and service. "Everything that is created within

a year in a society like Kosovo and then when divided by the number of inhabitants, it turns out to be
higher"; says: University Professor Berim Ramosa,j.

(Tota, 2014, as cited Prebreza)"The capital isceatrated in the hands of some entrepreneurs who in
most cases have connections with government officials and share their profits with them. A significant
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part of the citizens lives on minimum wages and in extreme conditions, while the rest have no iatome
all. "If it were not for the Kosovar diaspora, | think Kosovo would have faced social unrest,” says:
Prebreza.

3. Materials and Methods

The main data used in the compilation of this paper are based on scientific and professional literature
from the field of economics. This paper is based on research conducted by local and international
institutes, where a Gross domestic product has an important role in increasing per capita income,
creating new jobs, and reducing the unemployment rate that is vegh hin Kosovo. Based on the
increase of the level of the Gross domestic product, economic development is also stimulated.

During the drafting of this paper, the data will be processed & the variables used to validate the
hypotheses, will be compared. Dataiin many articles and publications will be collected.

The methods used for this research are analytical, statistical, comparative, descriptive, and historical
(empirical).

4, Gross Domestic Product in Kosovo
Definition of Gross Domestic Product GDP

The most important economic indicator in the System of National Accounts is the Gross Domestic
Product (GDP), which represents the performance of a country's economy in a given period. There are
three approaches to measuring GDP: the production, experglitand revenue approaches. The Gross
domestic product according to the production approach, is equal to the total amount of gross value
added for all economic activities plus taxes on reduced products for subsidies on products. It is worth
mentioning that GDP estimates production by resident units, regardless of the location of the
production activity.

Production Approach

GDP= GVA+T&P

From whereGDE= Gross domestic product (at market prices)
GVA= Gross value added (at basic prices)

TP=Taxes on produs

SP= Subsidies on products

Expenditure approach

Gross Domestic Product (GDP) by cost approach is the sum of all final costs of goods and services. These
expenditures are divided into three main groups: final consumption, gross capital formation, and net
export (El). Since gross domestic product (GDP) measures domestic production, the value of all import
costs is deducted from all costs using the formula:

GDP= FC+ GCF #)(E
M FG final consumption

M GCE gross capital formation
' E= export
M |=import

Finalconsumption of households

Final consumption of households is the main component of Gross Domestic Product with the approach
to expenditures and represents the expenditures of resident households, to meet their needs and
requirements for goods and serviceBhis means not only goods and services paid for directly, but also
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their receipt in kind or from their own production. The estimation of household expenditures is based
on household budget survey data. This survey is organized in KAS.

Figure 1. Domestieroduct at current prices 2068016.

GDP REAL GROWTH RATE 2008 -2016
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We had the largest decrease in GDP in 2014 by 1.2%. From 2015 and 2016 we have a leveling of GDP
with 4.1%. The year 2011 has a GDP growth of 4.4%. The average GDP in KosovdAgjarida. e
{GFrGAaGATH @S (5 Y2a20343 !'{YZ HAMTOO®

4.1. GDP in Kosovo compl to the Countries of the Region
Figure 2. Real GDP growth 2@02020 (% change compared from the previous year)

Real GDP growth 2009 - 2020
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Turkey has the highest GDP rate by 4.6%, while EU countries have the lowest GDP by 0.44%. Kosovo has
an average GDP of 3.0%, including ytear 2020 during the pandemic where we had a contraction of

4.1%. If the 2020s' not included, the GDP in Kosovo reaches 3.62%. Kosovo has reached the highest GDP
with 4.9% in 2019. (Eurostat, 2021).
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4.2. Income per capita in Kosovo
Figure 3. GDP per ditg

GDP PER CAPITA 2008 - 2016
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From 2008 with 2,258 Euros per capita, until 2016 3,386 Euros' we have an increase in the level of
income per capita. Although during this period, we have an increase in the level of income per capita.
(ASK, 2017).

4.2.1.Revenues for Kosovo per paia compared with regional countries

The average annual income in Kosovo, based on World Bank data, is $ 3,815. Other countries in the
region have a higher GDP per capita. In Croatia, the GDP per capita is 13,529 USD. In Montenegro, it is
7,125 USD. In 8ga, it is 5,935 USD. In Macedonia, it is 4,850 USD & in Albania, it is 4,652 USD.

Gross Domestic Product is the main and most important macroeconomic indicator in the system of
national accounts, which presents the final product results in all activifiessident production units.
(Tota, E. 2014, Sept. 26)

4.3. Employment rate in Kosovo
Table 1. Employment rate according to the years 22015

Year Male Female Total
2001 31,1 8,1 19,6
2002 39,4 8,8 23,8
2003 42,8 8,3 25,3
2004 46,4 9,9 27,7
2005 45,8 11,7 28,5
2006 46,1 11,8 28,7
2007 40,1 12,7 26,2
2008 37,7 10,5 24,1
2009 39,7 12,5 26,1
2010 - - -

2011 - - -

2012 39,9 10,7 25,5
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2013 44,0 12,9 28,4
2014 41,3 12,5 26,9
2015 38,7 11,5 25,2

The increase of the employment lewaghce 2001 is 19.6% & in 2015 it is at the level of 25.2%. From the
period of 2001 to 2015, we have employment growth at the level of 5.6%, or which in the annual
average falls to 0.73%. Or the participation level of employment has been at the levekaf@h 15
years. (ASK, 2016).

4.4.The role of remittances of Kosovao's economy.

Table 2. Remittances by delivery channels (in million euros)

Year Threw Banks Threw Operators | Threw Other ways Total
2004 N/A N/A N/A 357.0
2005 N/A N/A N/A 418.0
2006 135.1 184.7 147.3 467.1
2007 137.1 198.7 179.8 515.6
2008 126.3 2131 269.3 608.7
2009 148.8 2131 223.8 585.7
2010 141.3 2131 229.9 584.3
2011 139.7 225.3 219.8 584.8
2012 126.5 218.5 260.6 605.6

Source: CBK (2013)

Remittances are one of thmost important and sustainable sources of external funding for developing
countries. In the last two decades, remittances have reached the level of foreign direct investment (FDI).

Similar to other countries, remittances are of particular importance tooo's economy. Remittances

to Kosovo represent one of the main sources of financing the consumption of households and represent
a source that ensures a stable social situation by reducing the burden on the state b(Bigeka
VEYRNENE S Y2a2@0Sa3 HAmMoOUL®

Conclusion and Recommendation

The average GDP in Kosovo was 3.5% for the period-220B5. We had a large decreasement in GDP

in 2014 by 1.2%. Kosovo had the largest GDP growth in 2008 with 4.5%. If we take into account the GDP
for 2020 where the locaéconomy has shrunk by.1%. Kosovo has a GDP rate with an average of about
3.0%. The country with the highest GDP is Turkey with 4.6%. The country that did not has contraction in
pandemic economy during 2020 and reached positive figures had a GDP offh&8%®U is the country

with the lowest average GDP of 0.44%.

The average annual income in Kosovo is 3,815 USD. Other countries in the region have a higher GDP per
capita. In Croatia, the GDP per capita is 13,529 USD, in Montenegro, it is 7,125 USDa,iit £eB035
USD, in Macedonia, it is 4,850 USD & in Albania, it is 4,652 USD.

From the period of 2001 to 2015, we have employment growth at the level of 5.6%, or which in the
annual average falls to 0.73%.

Although Kosovo is not bad with GDP compareth wther countries, it remains the country with the
highest unemployment rates and revenues with lower per capita. It should be borne in mind that
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Kosovo is a small country that emerged from the war with a devastated economy and great damage.
Remittancesre also of great importance in the local economy.

The employment rate should reach a value of about 3% in line with the level of GDP at the national
level. GDP growth in Kosovo must reach the value of 4 to 5%. This would also help increase per capita
income as Kosovo is one of the poorest countries and has a high unemployment rate.

Creating favorable conditions for foreign direct investment, diaspora investment, reducing
bureaucracies, and fighting corruption. Creating favorable fiscal policies, creaungable credit
policies, the establishment of the development bank to lower interest rates, creating favorable
conditions for all investors by subsidizing the payment of wages for workers and exemption from taxes
for a certain period at least for the firswo to three years, supporting stattp businesses as Kosovo has

a young population and supporting women in business & greater stimulation by local and international
institutions.
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Abstract Corporate Social Responsibility (CSR), is a form of corporategskifionintegrated into a
odzaAySaa Y2RSt o I {w NB T S NA G2 O2YLJ yASa Gr1Ay3
"Pyramid of Corporate Social Responsibility" a corporation has four types of responsibilities: The first and most
obvious is the economic responsibility to be profitable. The second is the legal responsibility to obey the laws set
forth by society.

The third, which is very closely linked to the second, is the ethical responsibility. This is to do what is right even
when business is not compelled to do so by law. The fourth is the philanthropic responsibility. This refers
to contributions by the corporations toward social, educational, recreational and / or cultural purposes.

Keywords Corporte social responsibility (CSR), Management morality, Pyramid of corporate social responsibility,
transparency, scandals, accounting ethics.

1. Introduction

Applying the model of innovation and technology to modern business strategy, Bill Joy, Chief Scientist at
Sun Microsystems until 2003, wrote an extensive article: 21st Century Technologienetics,
Nanotechnology and Robotiesare so pwerful so thatthey can create completely new categories of
accidents and abuses. For the first time, the biggest risk is that these accidents and abuses are within
the reach of individuals, small groups and businesses. You will not need large facilities or rarelsnateria
Knowledge alone will allow their useContinuing the Smithian theory, Friedman argues that the
company has no obligation other than maximizing profit. Whatever @seasily out of line of its
responsibilities (Milton Friedman, The Social Respditgibf Business is to Increase Its Profits, 1972).

The focus of the business is ownership al¢mzoni, 2019)

It was also argued that business should ope@téy with the ethics ofa gameand not with the ethics of
society (Broni, 2019) This is the wiéknown position of Albert CarfCarr, 1968)In this waythe goal
becomes victory over the opponent.

In his &Ji A 16 BuSiness Bluff Ethict Albert Carr(Carr, 1968becamewidely known for his position

that business practices are analogous to thadethe game of poker. Conscious misinformation,
concealment of facts, exaggeration, bluff. Anything that ethics in poker tolerates is tolerable for
business as well. This is because, all parties inesrty timethe rules of the gameWhetherdeception
violates freedom of choice is a matter of knowledge and resistance of the buyer or cong¢Garer
1968)

But is business ethics inherent, in any form, with the principle of transparency?

11 dziK2N)Y 5NX Dt ALX NI . NN Aa tNRT¥Saa2NI 2F LYGSNyFrdazyl ¢
[F6=1 81 i@NI YR | YyAGSNEAGE . dzRILISad {2YS 2F KAaAa &addzRAS
Lyadaddzi | yAOSNBAGFANB RS 11 dziSa ; GdzRSa LYGSNYyFdAaAz2yl €
York, 1994), ICES Kandi, Sri LanR@7)l La documentation Francaise (Paris, 1999), Central European University,

. dzRILISad o mdddu Hanjbuirgiondos (2000), ndaBNIlyPaklisGexs) (2013) Member of the Editorial

Board of the International Journal on Minority and Group Rightsl{ghda by Kluwer Law International

Uy D¢
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2. The principle of Tansparency
The principle of transpancy was considered an integral part of business ethics

Anything that is transparent is not always moral, but anything that remains secret or opaque is almost
certainly not moral(Broni, 2019) Openness, revelation, allows discussion amidique of business
decisions, codes of conduct and their ethics. It is argued that businesses cannot be isolated from public
morality. They have no choice but to operate in a more complex moral environment, an environment
that is not only constantly eveing, but largely out of their contrglClarke, 2004)The examples of
Maxwell, EnronArthur Andersen internationalland the daily cases of financial fraud revealed abroad
and in our economic environment, convince that deviations from business e#ltg exist.There are 2

forms of unfair practics:

Corruption and dirty laundering. Corruption is a universal problem. Less in industrialized countries, but
more in developing countries and those in transition economies (Fr. Fukuyama, ThédUpoasih” worbl

of tomorrow. The greatest danger of biotewblogy is the unnatural choiceKathimerini, May 19 2002,

p. 27).

"Money laundering":The first title gives the object its legal envelof@larke, 2004)The second, a
translation of international terminologysuggests the phenomenon in its historical, sociological,
economic and criminologitaimension. (Money launderingpalance, money laundering, capital blanks,
capital settlement) The phenomenon is now considered a global threat and starts simply from the
existence of "cash” money. We all see it in the movies: every drug trafficking, terrorist act, smuggling,
other particular forms of crime, istrongly associated with cashat is, with the anonymity provided by

the cash(Clarke, 2004).

Internationally, there are8 phases:
1) placement, preplacement (placement),
2) laying, the main wash, and

3) integration or recycling (integration), ie legalizafion

3. Qrporate social responvility as a business of ethics.

The idea oforporate Social Responsibility (CSR), is part of our daily vocabulary and daily (lBactice
2019).The latter is added to the fields of communication and marketing, but also management, offering
them the vitality that each branch needs related toechanisms of transmission (and respectively
reception) of information and exercise of influence and persuasion to the public. On the other hand, it is
considered as an economic and administrative phenomenon that affects the mode of igmesatd
structure of companies(Velentzas, Broni, 2012}t the same time, corporate social responsibility by
definition also includes social components, since it does not operateefelientially. On the contrary,

it affects- directly or indirectly- the society for with it operates, prima facie. Thus, it has attracted the
interest not only of business, but also of civil society and governments worldwide.

2 Chonko, p. 157 ff., St. Carroll / M. Gannon, Ethical dimensions of International Management, SSBE, Thousand Oaks,
SAGE Publications @B), p. 15, 17, 20, 23, 26, 29

3 M. Pieth, The Effectiveness of the OCDE Corwerdf 17 December 1997, in Corruption nous concerne tous
(¢ . ® \Cbrruption), Les cahiers de I'Institution d'tudes sur la Justice, Bruyant, 2002, pp. 83, 92 ., Fr. Vincke, Les

risques de la corruption for I'Entreprise elieeme, Corruption, pp. 33, 41.,@®d . NHzGA [ A6 SN} GAZ [ S Nk !

Corruption, p. 127.
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3.1 REuropean dimension

According to the European Union, CSR should become a fundamental and necessary elemém¢ss bus
strategies, which involve activities promoted by companies on a voluntary basis and are not related to
legal obligations to society and the environmé¥elentzas, Broni,2012).

CSR is one of the most dynamic and demanding areas of activitmddern business. Indicates a
balanced approach to the economic, social and environmental impact of running a business and is based
on the triptych of economic growth, sustaipility and social cohesion. approach to business ethics
(Velentzas, Broni, 2012).

3.2 Definition of CSR according to Aafzoll

Carroll made the definition of Corporate Social Responsibility clearer when he stressed that financial and
legal responibility are required, moral responsibility is expectethd discreet (or charitable ro
voluntary) responsibility is desirablén this way, he distinguished between the traditional and the new
responsibilities of a company. Classical economic theory incorporates economic and legal responsibility,
reflecting the old economic contradetween saiety and businessThe new responsibilities ethical

and discreet reflect the new and broader social contract, which extends to new obligations beyond the
economic and legal.

In these 2 categories is the essence of Corporate Social Resporisibility
a. Moral responsibility

Ethical responsibility incorporates the activities and practices that social groups expect or dictatd, even i
they are not legally codifiednd transforms them into standards and norifiéelentzas, Broni, 2012l

is thedriving force behind the creation of laws or regulations. For example, movements that promote
environmental protection, civil rights, and consumer protection are reflected in fundamental changes in
social values, which can be seen as precursors to lagesidgion.

b. Discretionary responsibility

Discretionary liability refers to the voluntary or charitable role adopted by companies and executives
based on their own discretion and judgment. Expectations are driven by social norms, by the desire of
the compmny to take on a social role that is not required by law and is not expected from an ethical
point of view. Discretionary responsibilities, however, are becoming increasingly strategic.

Corporate Social Responsibility pyranpdesentsthe 4 components oflorporate Social Responsibility
starting with financial responsibility as the most fundamental structural compof€atroll, 1979)At

the same time, companies are expected to obey the law, as the law is the codification of acceptable or
unacceptable behawor by society. Businesses must do what is right, accurate and fair, have a high sense
of law and transparency and limit the impact of their operation on all stakeholders (employees,
consumers, environment). Finally, the company is expected to functiangmd corporate citizen, as
reflected in discreet (or charitable or voluntary) responsibility, by providing financial and human
resources to the community and improving the quality of (@arroll, 1979).

In short: a company strives to be profitable €ircial responsibility), to obey the law (legal
responsibility), to be moral (moral responsibility) and a good corporate citizen (discreet or charitable or
voluntary responsibility).

4 Archie B. Carroll, The Pyramid of Corporate Social Responsibility, op. Cit.;48p.A38hie B. Carroll, The Four
Faces dCorporate CitizenshjpArchie B. Carroll / AK Buchholtz, Business Society, op. cit., pp. 445, Archie B.
Carroll, Managing ethically with global stakeholders, op. cit., pp-118j.
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The orporate social responsibility yPamid developed by Carrdlis the most famous model that
represents the responsibilities of the company, moving from financial and legal responsibilities to ethical
and discreet (or charitable or voluntary) responsibilities, with a distinct social orientation

Three categories of managerstand out with regard to ethical and moral principles in business affairs

a. The moral manageMoral managers are dedicated to high standards of ethical behavior, both in
G§KSANI 26y | OGA2ya FYyR Ay GKSANI SELISOGIGA2ya 2F

b. The immoral managetmmoral managers are actively opposed to ethical behavidyusiness and
willfully ignore ethical principles in their decision mak{iglentzas, Broni, 2012).

c. The amoral manageAmoral managers appear in two forms: the intentionally amoral manager and
the unintentionally amoral manager. Intentionally amorabnagers consciously believe business and
ethics are not to be mixed because different rules apply in business versus other realms of life.
Unintentionally amoral managers do not pay much attention to the concept of business ethics either,
but for different reasons(Velentzas, Broni, 2012hey are simply causal about, careless about, or
inattentive to the fact that certain kinds of business decisions or company activities have deleterious
effects on others: They are simply blind to the ethical dimensibrdexisions and business actions
(Walsh, 2007).

Figure 1: Archie B. Carroll, The Pyrami@aoifporate Social Responsibility (Carroll, Archie, 1979).

Through the above definitions we identify the basic characteristics of the concept @fA&EER, 2007)
w L {-comaitmers, { F

w LG A& LISNYIySyid:z
w /2yO0OSNya az20Altx Sy@ANRYYSyidlft FyR dzZf GAYFGSE @
W

K2g |

SO2

I AYSR i 620K GKS AYGSNYEE FyR SEGSNYEE SyYGANBYYS

5 Arch Carroll, The Pyramid of Corporate Social Responsibility, op. Cit.,-#. 8&hie B. Carroll, The
Four Faces of Corporate @énship, op. Cit., Archie B. Carroll / AK Buchholtz, Business and Society, ibid.,
pp. 4645, Archie B. Carroll, Managing ethically with glokeieholders, ibid., pp. 11618,
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w CAGa Ayd2 | A4GNIXGS3IA0 o6dzaraySaa Y2RStEzZ FyR
w ! AYa [lible den@oprhédtyfhEiough balancing the costs that externalize the operation of the
company to the environment and society.

The definition of CSR adopted in the framework of this National Strategy takes into account the
international definitions but also # special characteristics of the Greek business ac{iWgish, 2007)

Within the European Union (EU), CSR is described as: "the responsibility of companies towards the
impact of their actions on society".

4. Methodology

We chose to focus on the applioati of the ethicalanthropocentric framework in companies during the
period of economic crisis. The methodology developed is the case study that is different and different in
terms of analysis. An attempt was matie"enlighten" aspects of CS&ss prominehin the public. The

CSR has three dilemmas:

1. The balance between the economic aspirations of companies and their responsibilities at the social
level and in the field of environmental protection. For example: how to move a company that needs to
increasebeer sales and at the same time publicly support responsible alcohol consumption?

2. Is it as iseem® how much Public &ations arenvolved in the field of CSR.

3. Professionalism or personal views? They mngged, those who deal with C3fbre ethicd or more
assertive trying to dogmatically determine what is moral and what is not, responsible or not through
charities? Should they be involved in politics or the public sector?

5. The accounting Scandal of the coffee Lucgimainin the middle of pandemicCOVID 19.

5.1. Gharacteristics of accounting fraud
The characteristics of accounting fraud are as follows:

w al€lfication, alteration or improper modification of financial figures, documents, documents or
business tranactions.

w 5SEAO0SNIGS 2YAaarz2y 2N RAAG2NIAZ2Yy 2F FIrOGaz GNIya

w LydSyidAazylt YAalFLLIEAOFIGA2YE AYyGSNLINBGFGA2Y FyR S
standards, principles and practices useddentify and present financial transactions

w 'asS 2F 002dzyiAy3d GSOKyAljdzSa o0GNAROLa0 F2N GKS Yl y
illegally.

w a8 2F adl yRFENR fS83rt | 002dzyiAy3 G(SO&KyAldzSa G2 FNJ
w ! 002dzyiAy3a LINI OGAOSa GKIFIG INB gAGKAY G(G(KS o02dzyRa 2
w 5StAO0SNIGSte SNNRyS2dza adGlrdSySydas 2YArAaairzya 2N R
information from the financial statements

6 M. KramviaKapardi / Ch. Tsolaki§inancial Crimes, p. 37 1744 Rezaee, Financial statement fraud prevention and
detection, 2002, Gaganis / Zopounidis, Recognition of Falsified Accounting Statements: Methodological Framework
and Applicatios, Key Number 2008, p. 23. 393

7 Breitbarth / Insch / Harris, A picture is worth a 1000 words? The Construction of corporate social responsibility
messages through the use of images in corporate reportif8.2
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5.2 The Sandal

The Chinese coffee chain Luckin Coffee was introduced to the US market just last year. The Luckin
Coffee fraud scandal is a "moral issue" for the markets.

It was founded in 2017 and started with its first store in Beijing. From that point on,ciimpany grew

rapidly and spread to China, with 4,500 stores at the end of 2019. The incredible growth rate was
justified by providing lure to customers with low prices and smart use of techngiipp Zhang & Lu

Xu, 2020) These characteristics strengtheh¢he public image of the company in order to win the
marketand increase sales (Zejun 2020). The risks and solutions of Chinese firms going public in the
United States, take Luckin Coffee for example. Tianshui Xingzheng Xueyuan Xuebael(@2), 99

Nevertheless, the huge costs resulting from low prices and the constant opening of new stores led
Luckin Coffee to drop its profits. In February 2020, the-wsdiwn investment company, Muddy Waters
Research, directly accused the company of accounting ipesctand the use of accounting tricks
equivalent to falsifying dafa On April 2, 2020, the company publicly admitted to committing fraud
leading to a 75.5% dropreductionin prices from $ 26.20 the previousay to $ 6.40 fer the
announcementall investors were scammédThis largescale fraud hasevealedissues of reliability of
financial reporting systems and has raised many doubts about the immediacy and proper functioning of
financial fraud control and prevention mechamis(Yibo Zhang & Lu Xu, 2020)

Given the current state of COVID and the financial crisis, the impact and loss on the entire stock
market could increase for investors and businesses, creating huge stock market losses, irreparably
damaging the stock maek and investos confidence.

Conclusion

As long as society continues to move in broadly liberal terms, entrepreneurship will play a key but
controversial role. Ethics, also in the form of Cagie Social Responsibility, ot seem to adequately
explain fow can be reconciledome of the dilemmas inherent in a business that seeks to be profitable
and at the same time maintain a good and ethical attitudevdods societyln conclusion, it is worth
noting that in the United Kingdom the main academic center floe study of Corporate Social
Responsibility issues was established at the University of Nottingham (University) with resources from
the BAT tobaccorgup (British American Tobac¢dgyValsh, 2007)
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COVIDB19 crisis, consequences and the Recovery factors

Impn NB wAYOT@AGE 6t K5 aGdzRSYy (0
IUniversity of Latvia

Abstract: Analysinghe results of several succéss historical financial and economic crises, in connection with the
economic and financial sector rescue measures used and not used today, there is a clear and purposeful evolution
of economic and strategic thinking.

During the Great Depression, the USI€éml Reserve did not pursue a lax monetary policy, lowering gbort
lending rates to banks and curbing the inflow of assets into the system, fearing (and not limited to) the use of
money for speculative purposes and safeguarding the stability of thHd gtandard. Equally reluctant and
incomprehensible, the US Federal Reserve in 49238 by not saving the commercial banks and other financial
institutions found themselves in difficulties as a result of the economic slowdown, believing that the systdth wo
solve its own problems and the strongest would survive

Introduction

20082010 The Great Recession already shows that the lessons of the Great Depression, when the
central bank took a passive monetary policy stance, have been takeadotiunt. There is a consars

and understanding that during a crisis, central banks must use all the instruments at their disposal to
actively intervene in financial markets, sharply reduce lending rates and providetshortliquidity

loans to commercial banks to address shrm liquidity problems. National governments must also
provide fiscal support by increasing spending, reducing taxes, extending tax deadlines, issuing various
guarantees and, where necessary, restructuring and strengthening the financial sector.

However, tle COVIELY criss, whichhasbeen seenas the mother of all crise’y the Gojnath (2020)

and the twin crisis at the same time, when both the epidemiological crisis and the economic crisis affect
the country and all countries at the same time, shows a detefy different, much greater
understanding, unity, comprehensive capacitydareadiness to act immediatelidnprecedented when
central banks act ahead of the downside risk scenario and do not wait for foeecigtires to occur

and materializeand coordnate actionsclosely with national governments and finance ministries. This
cooperation between the leaders of the two crises, the epidemiological and economic crisis, is
particularly important, as it is often impossible to deal with an epidemiologigsiscwithout sufficient
financialresourcesas well The immediate provision of financial resources is an important element in
managing the epidemiological and economic crisis. Whatever it takes or costs, the state budget must
have the resources to deal thiboth crisesThe common consensus is being built that effectiveness of
monetary policy is diminishing as near lower bound of interest rates is reached. Therefore,
accommodation of the fiscal policy becomes even more impor@orseti and Muller (2008).

Forecasts of macroeconomic analysis using regressions of various variables in real time already
accurately predicted the Great Recession in early 2008. Although the US autheoesipensible for
determining the recessigronly announced in the summer @008 that the Recegsn had begun in
Decemberof 2007 De Santis and Van der VeK2620), no proactiveimmediateand mitigatingaction
followed from the central bank.

Let's take a look at the actions of the US Federal Reserve in early 2020,théhéfiorld Health
Organization(WHQ (2020) had not yet declared a pandemic. Cpaning with the Great Recession
analysing thedevelopment of thesame different changing retime macrceconomicindicators,COVD-

19 epidemiological crisis wgsedicted and projectedh the first week of March 202De Santis and Van

der Veken (2020). Ithough the first macroeconomic factors of the downturedan to be reflected in
particular indicators only as df4" of March 2020, when the US Purchasing Managers Index (PMI),
which rdlects the market activity of participants in the activities of various purchasing and purchasing
managers in relation to future business ordeyiand manufacturing activities, slippedfficial data on

the decline in employment in the United States wakased only later on April 3, 2020. But a month
earlier, on March 3, 2020, the US Federal Reserve, relying on data and forecastied¢dmgpmarket

64



XVI. IBANESS Congress Series on Economics, Business and Mamdgtmbut / Turkey September 1112, 2021
cxLd L.!'b9{{ TllAAIGZ TobBscYS(iDFodA yBiGED 11MH 9@&f

participants, ahead of time)e Santis and Van der Vek&020) reducedmain refinancing rate by 50
basispoints on 15 of March 2020 without waiting for the actual onset of downside risks and the
deterioration of the situationeven though only on 11 March 2028e WHO notified the world that a
pandemic had broken out.

Analysingthe situation in the EuropeamMonetary Union, we can see that the ECB actest jas
decisively and fastAs early asf 18 March 2020, the Governing Council of the ECB decided to launch a
completely new Pandemic EmergencydzZNO K 4 St NP 3 NJ750 bididn 9with & mogat@lyNJi K
purchase of a certain amount of public and private sector securities. At the same time, a humber of
other very important decisions were taken, which provided even better rules for financial system
participants and access to the ECB's resources.

Subsequently,he crisis situatiomeveloped in the projected scenario of falling and increasing downside
risks, and the limiting factors of the pandenmgtigation measuresreated new, increasingly negative
forecasts for economic development until the end of the yeBine growth forecast scenarios were
reviewed again and again and new decisions were taken again to staluitineraic growth in Lagarde

€

(2020. The ECB already took the nadcish 2y (2 LJdzNIOK | &08 billioy in beBuRtiediid 2 y I £ ¢

June 2020, and athe end of the year, on 10 December 2020, the Governing Council decided to

LIzNOKF &S 'y |RRAGAZ2YLIE epnn oAfttA2y Ay aSOdz2NRAGASaE

AYyadNdzySyida (2 06S LHz2NOKF&ASR KIFR | f NS beBreredid&ltcOK S R

historically lowest levelsever set by the Geerning Council. COD crisis also has spurred the analysis
of the situation when central banksad reachegdwhat is known in the academic literatyréhe zero
lower bound(ZLB), at which ftiner monetary easing of central banks becomes difficult or even
impossible.

Therefore, in contrast toéhe previous crises, national fiscal policies are playing an increasingly important
role. Bouabdallah et.al., (2020) further emphasizes that in countrigs a single monetary policy,
national governments, through their specific, tamade, timely and timdimited fiscal policies, need to

play an active role in addressing and inherent macroeconomic risks and characteristics. At the beginning

of the COMD-19 crisis, national governments also acted swiftly. In many countries, economic support
programshave emerged like mushrooms after the raiMo one questioned whether these programs
were necessary or whether tlgewould produce results. The largeestern countries set an example
and the smaller ones immediately followed them, as far as they could.

€E M

A clear Copy and Paste policy could be seen in many countries. People got sick and people died. It was

necessary to act and act quickly to stabilize the siaratin the early months, more than $ 10 trillion
was allocated to Cassimat.al., (2020), according to McKinseyAnother important EU fiscal policy
decisions was approved in Maroii2020, allowing countries to disregard the provisiongha Growth
and Stahility Pact (&P). At the same tim&uropean Council (2021jroze the ban on national
governments issuingr granting aid to companies

Anotherimportant elementto note about the EU'®conomic recovery and reviva the factthat the
COVIEL9 crisis réesheda longstanding but unfiished topic of dialogue among tHeU countries on

the creation of a legal frameworor the EU's common deldssumption and financingthe COVH29

crisis served as a catalytst resume long lastingU cossborder negotiatons aboutEW Egal rights to
borrow on its own in the financial markets and that all countries will be jointly responsible for repaying

this debt in the future. That hapgeS R® ¢ KS 9! / 2dzy OAf | R2LIGISR (KA &

750 billion New Generation EU (NGEU) program, on 20 July 2020. There have been manyodescript
and comparisons in academic literature abdhis historic EU initiative, comparing ib the socalled
"Hamiltonian moment", when the US federal government, after long and tedious negotiations in 1790,
agreed to assumaccumulatedJS stats debt during the war and that the federal government de facto
began to build its own fiscal capacityar@ p A G A2y ® ¢ KA A AAYAfINARGE o) a
so that by the end of the summer of 2020, scientists were debating whether the EU had experienced its

KAa

V2 A

Hamiltoian momentX NBFSNNAyYy3I G2 (GKS ! { I20SNYyYSPama RSOA&A

the time the federal government the government developed its own independent fiscal capacity. For the
first time, the EU will release its debt to provide grants to Member States to address their chadlenges
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Whether this compéson was justified vl be seen in the future, becaughere is still a widganging
debate about the future fate of these debts and the arrangements for repaying or not repaying them.

It is difficult to underestimate the importance of thigstoric decision by EU leaderdték Britain left the
European Union, it was important for the European Union to show its unity and ability to act in a
coordinated and decisive way in a crisis. However, this did not mean that money immgdiatetd

into EU economies. 1020 July 2021, natnal governnents have only received the final approval for
their plans with the EU CommissioBy the end of 2021, countries will receive a payment or advance of
13%, Reuters (2021), to begin work on the development, further development and approvaaificsp
projects in the respective countries.

Knowing that the crisis management requires to act fast and to deploy huge financial and fiscal
resources our aimis to ascertain whether larger amounts of government fiscal spending during the
crisis guarantee faster and more pronounced recovery from the crisis amdranting the reach of
precrisis GDP leves®oneror there are other factors which determine the success and recovery.

CoronavirugCOVIEBLY) crisis started unexpectedly. People were dying anaetas required and fast.
Thus various non pharmaceutical interventions(NPI) were introducHtese mitigation measures
reduced the mobility of the people and imposed restrictions on certain businesses.

The heaviest burden was imposed on the travel andrism sector, including food and restaurant
services.

COVIBEL9 crisis is a unique in itself, because it struck the world at the same time in all countries, thus
providing opportunity to compare the specific relieve and various fiscal stimulus measuresisvari
countries took in order to tackle the consequences of the crisis.

Besides having immediate and prompt response from the monetary and fiscal authorities it is important
to analyse the conditions of under which these responses are most effective angsaraher factors
influencing the effectiveness of these measures.

The first, and most obvious reason for slowing down economic activity was and still is imposition of
pandemic containment measures with different stringencig®@xford! y A @ S Blavatic&Sehaolof
Governmenthas developed soalled Stringency Index OxCGRT, which allows us to compare stringency
of various containment measures imposed by the governments and to analyse correlations between
stringency of the measures and slowdowf economiaevelopmentsandallows to see that throughout

2020 ltaly had thetrictest containment measures Figure 1.
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That does not necessarityeanthat that level of stringency has been held throughout the whole year
Figure 2 However, it provides first glipseinto further analysis of théuture economic developments.
Countries with less strict containment measures had smaller GDP decrease.

Stringency developments overthe 2020

Exioria Larvia Littamnia SABTET  — SPRIN s rnoe

Figure 2. Stringency Index during 2020.

The second factor that provideadditional tools for further analysis mobility of population. Reduced

mobility reduces economic activity, spending and prdaut Google developed its own dbility Index
YSIadzZNRy3 Y20AfAleQa NBRAOGAZ2Y | a4d20AF0SR 6A0GK AYLR
andshows closecorfel A2y 0Si6SSYy Y20Af AlRFigNBRAzZOGA2Y YR D5t Q:

In order to compensate the losses for the lost output and provide necessary medical support for the
COVIEL9 patients, countries had to act decisively. Whether the size and decisivenessndirgpavas

so large and expeditious was because of pandemic, could be the subject of the fiaslearch but it

was unprecedented.

Since the COVIHD9 crisis provides the privilege to compare the action of the countries, because the
pandemic started at thesame time in the world, it requires to study whether larger provision of the
resources warrants quicker recovery and what is the difference between fiscal measures available to the
respective governments.
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Mobility’s reduction reduces GDP

Figure 3.5ource: Mobility Index 2020 ; Author's calculations

Downward facing risks of smaller GDP growth tedagh certainty of larger budget deficits and thus,
rapid increase of outstanding debt. In the environment of ever decreasing fiscal space it is important to
justify further accumulation of the debt. Durirfgst year of the COVHR9 crisis many coun&s have
considerably worsen their balance sheets asubstantialfiscal spae has been used almost by all
countries If there will be third and fourth wave it is even more important to evaluate the policy mix
package of the governments.

Figure 4. showsh@it announcement and distribution of thessignedmonies does not warrant
immediate recovery and is not safeguarding the reach of theqpisas levels of GDP.

The current crisis has renewed the discussion about effectiveness of various fiscal measmasarg|
(2020)argues that governmentshave always relied on budget automatic stabilizers as the first line of
defenceagainst the crisisThere are different sizes of automatic stabilizers for each country. The rule of
the thumb is the proximity of the & of the government Depseet.al., (2008). Since the size of the US
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