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Value Chains Of Apple Sector Of Republic Of Moldova  
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Abstract: The purpose of this article is to identify the entire value chain of apple production sector from Republic of 
Moldova, beginning with production and ending with final consumer. Value chains of apple sector is important to 
structure a frame of actual situation on the production sector, varieties, consumers Ψhabit, export possibilities. The 
research main aim is to underline the situation in apple production sector at actual time and to plan a strategic 
overview for a future development. This will make possible for entire sector to make necessary changes for example 
to access new export markets or to change apple varieties. Another reason is to rise productivity and quality 
productions, as well as to orient investment possibilities in right direction. To achieve this goal, we used research 
methods such as analysis and synthesis, comparison, generalization, statistical analysis, expert assessments and 
surveys, structural and logical.  

It should be noted that apple sector is one very important for Republic of Moldova economy from the export 
perspective. Analysis of the surveys and researches literature shows that today, among researchers and 
practitioners, there is no clear vision of the sector and approach of development of apple sector.  

Keywords: value chain, development, apple sector  

1. INTRODUCTION  

Republic of Moldova agricultural sector has perspectives to develop fruit production segment to satisfy 
internal and external market demand. Studying value chain of apple production sector can bring up the 
solutions on identified problems.  

According to FAO reports until 2050 the demand on agro-industrial products will rise up to 70 % and the 
sector has to be a strategic priority to development for food safety and security.  

2. FRUIT SECTOR CHARACTERISTICS IN REPUBLIC OF MOLDOVA 

The production of high value crops, especially fruit, offers the best potential for increasing profits and 
incomes in rural area. Economic indicators obtained per unit of area (hectare) is higher for fruit 
compared to field crops. 

Market economy trends orient agricultural producers to practice and respect following aspects: 

¶ Implement modern intensive technologies 

¶ Develop value chain on product 

¶ Practice commercial agriculture 

¶ Develop market-oriented infrastructure 

¶ Promote cooperation and association of producers  

¶ Accessing new markets  

An important operator in the fruit sector is the European Union, both in fruit production as well as their 
consumption. Next, we aim to analyze the state of the fruit sector in the EU, because it is in the 
immediate board of the Republic of Moldova and is a strategic market for our country, moreover as it is 
ratified the Association Agreement with the EU, which provides some facilities for marketing fruit. The 
agreement allows some marketing facilities of fruits, namely: 80 thousand tons of apples, 10 thousand 
tons of plums and 10 thousand tons of grapes, it benefits from exemptions from customs duties and 
thus offers clear opportunities for market access from EU countries. A big problem in the apple trade is 
the quality of fruits and the certification of GlobalGAP.  
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Areas cultivated with apples in the EU tend to decrease in 2016 compared to previous years, because all 
the orchards that are planted are intensive and super-intensive, which ensures the competitiveness of 
apples.  

The important EU countries that produce apples are Poland (19.7%), Italy (15.8%) and France (13%). 
Poland in the last 6-7 years has doubled the volume of apple production and is an important operator 
on the EU market. 

The current low efficiency of the agricultural sector is due to poor market connection and low-level 
competitiveness of agricultural products. This state of affairs is determined by a string of inefficiencies 
of interconnected markets, which together form a vicious circle difficult to face. 

The production of seed fruits have a positive development trend since 2017 the volume of production 
increased 2 times compared to 2010 while the areas on fruit or reduced 5.8% in the same period. The 
seed sector is dominated by apple orchards, where there are qualitative changes and farmers are 
oriented to the planting of intensive and super intensive orchards, which allow to increase the 
competitiveness of local fruits. 

In the Republic of Moldova it is estimated that there are approx. 2 thousand hectares of super-intensive 
apple orchards. The specialists from the fruit branch estimates that in 10 years the area of super-
intensive apple orchards will constitute approx. 8.5-10 thousand hectares, which is a good trend and 
requires support for encouraging producers to apply modern technologies for fruit production 

Modernization of fruit production technology, increasing the level of intensity and planting orchards 
with perspective varieties have contributed to increasing the volume of fruit in recent years compared 
to previous years, which is a good thing and is sustainable for the given sector.  

For the fruit business it is important to select varieties for cultivation, because their correct choice 
allows the manufacturer to guarantee its market. The figure below proposes for analysis the structure of 
apple production in 2017 in the Republic of Moldova after sorts from the total volume of apple 
production of 430 thousand tons. 

Analyzing the registered apple harvest of 430 thousand tons in the Republic of Moldova and the 
structure by sorts, we conclude, that the assortment range is not the best, because the massive 
plantings of the last 10-15 years have not been correlated with the demands of related markets and 
manufacturers are forced to adjust business based on current conditions. In the structure of the volume 
of apple production Idared holds the lead with 26.7%, followed by Golden with 17.9%, Florina with 9.8%. 
For the last ones 3-5 years there is a tendency to improve the assortment quality of planted apples, but 
this effect will be felt after a longer period as soon as the orchards come into fruition.  

In Moldova the total area of the nursery was 366 ha, including 198 ha of mother plantations, 102 ha of 
rootstock plantations and 193 ha of the second fruit nursery field. 

In 2016, in Moldova was produced fruit planting material such as: apple - 2,904.3 thousand, pears -388.9 
thousand, plums - 1,221.3 thousand; cherries - 752.4 thousand; cherries - 641.5 thousand; apricots - 
311.4 thousand; peach- 114.7 thousand. 

Currently there is a poorer state in terms of planting fruit orchards, where farmers are investigating 
much more the assortment range needed for planting, and technologies selection of propagating 
material suppliers 

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

For the sustainable development of the fruit production sector in the Republic of Moldova it is 
important to intervenes for the correct orientation of producers to grow the fruits that are required and 
have demand in regional markets.  
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The fruit sector is expected to grow rapidly for the next 10 years, wherever they want be invested 
considerable money, because it is a highly profitable sector and has an interest increased for the 
business environment in the rural sector of the country. The positive aspects that will ensure increase in 
fruit yields per hectare are: (i) efficient innovations and technologies, (ii) planting of intensive - and 
super-intensive orchards, (iii) varieties with high production and market potential.  

3. ANALYSIS OF COMPANIES OPERATING IN THE FRUIT SECTOR OF THE REPUBLIC OF 
MOLDOVA 

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

Thus, most of the agricultural land - 754,169 hectares (37%) are processed by 35,545 LLCs, of which only 
100,000 are own lands, and about 87% are leased. Of the 654 thousand leased hectares, only 38,785 are 
for a term more than three years, which is not sustainable for agricultural producers and requires costs 
for their completion after the expiry of the lease term. 351,268 Peasant (farmer) households process 
515,629 hectares or about 25.3% of total. Thus, the average per GT is almost 1.5 hectares. One third of 
GTs have less than one hectare of agricultural land, and 56.7% from one to five hectares. Only 754 GTs 
have areas of land of 50-100 hectares, and over 100 hectares - 16,931 GT, which own a total of 92,398 
hectares. 

Another 239,724 hectares of agricultural land are cultivated independently by 799,850 individuals. Here 
the average area is only 0.33 hectares. 

There are 2,709 Agricultural Cooperatives that own over 87,500 hectares, and 152 Companies on shares 
manage almost 30 thousand hectares. Over 272 thousand hectares of agricultural land belong to the 
state, and about 70 thousand local public authorities. 

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

The distribution of seed orchards in territorial profile is mainly concentrated in the northern area - 
75.5%, followed by the central area with only 19.1% and the southern area 5.4%. Area northern is 
attested with the best conditions for seed fruits.  

Internal consumption of fruit by the value chain cluster, namely processing plants (which should be an 
important operator) is an important one, but it is not always balanced in the purchase price of apples 
(which from one season to another can be 2 times higher and vice versa, and where the price of apple 
concentrates on international stock exchanges does not have such big price jumps) 

Examining the domestic consumption of fresh fruit by the population of the country it is found that is 
one below the permissible norms (the per capita norm of fruit consumption is only 28.1% of the norm or 
only the fourth part) and is an insignificant one of approx. 7% of the volume total production. 

Analyzing the data on the structure of fruit exports of the Republic of Moldova, we conclude that fruit 
export earnings on EU markets are more advantageous in comparing to CIS countries (here persists the 
form of cash payment, fruit customs have indicative customs price and cannot be assessed 
qualitatively). Quantitative fruit exports are lower in the EU, but generates much higher revenues 
compared to CIS countries.  

It is worth paying attention to the comparison of the average export prices of Moldovan fruits on 
different markets strategic. Thus, we find that the export prices of local fruits are much lower those of 
import. This is explained by the fact that Moldovan fruits are oriented on lower segment of consumers, 
due to low competitiveness (quality, packaging, appearance, varieties). 

Examining the structure of apple imports in the Russian Federation in 2017, we find that Moldova has an 
important place in the import of apples with 32.5% of the total, followed by Serbia - 23.8% and China -
14.2%. Local apples are sold in the lower niche of the fruit, where those are offered lower prices 
because they are not washed, calibrated and packaged properly. 
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4. ANALYSIS THE VALUE CHAIN OF THE FRUIT SECTOR 

Moldova's agriculture has traditionally continued to be the basic sector of the economy with a share of 
15.1% in GDP. However, the current dynamics of agricultural development it is characterized by 
pronounced instability, inadequate quality, productivity and income and the lack of well-defined 
priorities in the policies promoted in the agri-food sector 

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

¶ the fresh produce sector, currently developed, could recover quickly and reach international 
competitiveness, if they increase investments in agricultural technologies and agricultural 
techniques innovative production (super-intensive orchards, high-yielding plant varieties), as 
well and in irrigation and marketing infrastructure (cold stores, packing houses, etc.); 

¶ processing sector, much more disadvantaged in development compared to the fresh produce, 
currently an active player in export markets, has opportunities excellent to expand its presence 
in target markets, where three pillars are provided basic: raw material, skilled labor and 
development of new products on demand increased. 

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

4. CONCLUSION  

The fruit sector is of strategic importance for agriculture of Republic of Moldova. Fruit production 
contributes to environmental conservation, economic growth and generating many direct jobs and 
indirect in rural localities. 

The fruit sector in the Republic of Moldova has managed to increase the quality, but we do not have all 
the options competitors, which hinders the successful development of the business. Positive denoted 
results are the following: 

¶ More attractive wooden packaging and have cardboard packaging and their production lines 

¶ Only 28 fruit packaging lines 

¶ From the total volumes of refrigerators (220-230 thousand tons) approx. 150-200 thousand 
tons are destined fruit storage (especially apples and plums) 

¶ Positive trend in planting orchards based on intensive and super-intensive technologies, which 
ensures the quality / competitiveness of fruit production 

¶ 10 manufacturers have a GlobalGAP certificate and there is an increased interest among them 
of fruit producers to access EU markets (30 producers) 

The fruit sector of the Republic of Moldova is becoming more organized and the following can be 
elucidated positive aspects obtained in these directions: 

¶ Simplified procedure for the recognition of phytosanitary products and fruit sorts approved in 
the EU is beneficial to the given sector 

¶ Consolidation of producers into producer groups for joint marketing 

¶ Consolidation of fruit volumes by exporters and organization of stable deliveries 

¶ Weak synergy in the relations Association - exporter - processor - producer 

¶ Traditions and historical experience of fruit production, funds available for investments and 
increased business interest 
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¶ Favorable conditions for the development of organic agriculture 

¶ The government together with the ŘƻƴƻǊΩǎ support and understand the importance of the 
development of fruit growing as branch of High Value Agriculture. 

The fruit sector in the Republic of Moldova needs essential and continuous modernization for ensuring 
sustainable development and increasing the competitiveness of Moldovan fruits. This imperative must 
be ensured by the most efficient interconnection of all actors in value chain.  

The largest share in the quantity of fruit purchased by enterprises processing consists of apples (92%) 
and plums (2%). 

Currently, less than 10 agricultural enterprises in Moldova hold EurepGAP certification for fresh apples, 
which allows access (for the time being theoretically) of these produced in EU supermarkets. 

There are some common recommendations that specialists from agricultural sector gives to all implied 
actors, due to improve and achieve the results in the shorten time: 

¶ There is a lack of operational and statistical information on the state of the fruit sector for all 
value chains, which impedes the decision-making process and the correct elaboration of 
sectoral policies.  

¶ The current assortments need to be improved and fruits with perspectives in the regional 
markets (non-homogeneous varieties and the impossibility of creating a consolidated supply) 
need to be cultivated. 

¶ The lack of post harvesting facilities such as pre-cooling lines, refrigerators, sorting and packing 
lines. The recommendation is to exclude taxes from this part of value chain.  

¶ Problems with packaging and lack of investments in promotion.  

¶ Diversifying markets to avoid risks tied by instability of traditional markets.  
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Study in Albania. 
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Abstract: Family businesses as the oldest form of family business organization represent 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 the Tirana District, i.e. to identify the relationship that exists 
between the initiative to open a family business and the current socio-economic factors in Albania, as this sector 
offers an important contribution to a country's economic growth and employment level. 

Primary and secondary data were used to pool the data in this 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 businesses. The secondary data is the result of a review of extensive 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 point this phenomenon is widespread in our country, but also to 
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 business, family conflicts, economic development, Albania. 

1. INTRODUCTION  

¢ƘŜ ǿƻǊŘ άōǳǎƛƴŜǎǎέ ƛǎ ŀ ǿƻǊŘ ǘƘŀǘ ƛǎ ǿƛŘŜƭȅ ǳǎŜŘ ŀƴŘ ƘŜŀǊŘ ǘƻŘŀȅΣ ŘŜŦƛƴƛƴƎ ƳŀǘŜǊƛŀƭ ŀŎǘƛƻƴ ŀƴŘ ƭƻƴƎ-
term communication. Business was born with man. Like any serious human creator and business, it 
supports: the idea, the initiative, the vision, the concept, the strategy, the tactic, the plan, the 
organization, the leadership and the supervision. The company understands or includes in many areas 
the broader or more limited activities, starting with the man with the knowledge of him, the company, 
marketing, management, legal regulations. Family businesses include businesses operating in different 
sectors. All over the world these forms of business have become very important in the economic 
development of any country. 

2. LITERATURE REVIEW 

Since the family business represents more than 70% of the company in general, it also affects the 
ƛƴŎǊŜŀǎŜ ƛƴ ƛǘǎ ŜƳǇƭƻȅƳŜƴǘ ƭŜǾŜƭΦ ¢ƘŜ ǎǇŜŎƛŀƭƛȊŜŘ ƭƛǘŜǊŀǘǳǊŜ ǎǘŀǘŜǎ ǘƘŀǘ άǘƘŜǊŜ ƛǎ ƴƻ ǎƛƴƎƭŜ ŘŜŦƛƴƛǘƛƻƴ ƻŦ ŀ 
family business that has been applied exclusively to every possible area, such as public and political 
decisions, legal regulations, as an eligibility criterion for support services and the provision of statistical 
ŘŀǘŀΦ ŀƴŘ ŀŎŀŘŜƳƛŎ ǊŜǎŜŀǊŎƘέΦ 

Various definitions of a family business have been made by local and foreign authors. (Boeman-Upton, 
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 the family members who are connected in the 
company, they are part of the 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 its identified with at least two generations of a family and both of them have a common 
influence on company policy and family goals. The family firm is the non-corporate family members 
ŘƛǊŜŎǘƭȅ ƛƴǾƻƭǾŜŘ ƛƴ ƻǿƴŜǊǎƘƛǇ ƻǊ ǘƘŜ ǿŀȅ ƛǘ ƻǇŜǊŀǘŜǎ όYšǊ ƛƴƛΣ нллуύΦ ¢ƘŜ family business is defined by 
the authors Fred Neubauer & Alden Lank, 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 freedom to make 
decisions mainly in the selection of company directors (Dennis Leech & John Leahy, 1991). 

Davis (1982) describes a 3-cycle family business based on family members, employees and owners. This 
model is simple, elegant and versatile and has proven invaluable in understanding the current position 

mailto:aurela.braholli@uet.edu.al
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and perspectives of internal parties interested in a family business. As noted by Davis (1999), the first 
step when analyzing a 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 direction of 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 business management 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 management 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 consultants who may be 
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 criteria used to 
define a family business are: 

Á Percentage of ownership. 

Á Check by vote. 

Á Power over strategic decisions. 

Á Involvement of breakdowns. 

Á Active management of family members. 

Although for many years there have been debates among various scholars in this field regarding the 
ŜȄŀŎǘ ŘŜŦƛƴƛǘƛƻƴ ƻŦ ǘƘŜ ǘŜǊƳ άCŀƳƛƭȅ .ǳǎƛƴŜǎǎέΣ ƛǘ Ƙŀǎ ōŜŜƴ ŎƻƴŎƭǳŘŜŘ ǘƘŀǘ ǘƘŜ ŦŀƳƛƭȅ ōǳǎƛƴŜǎǎ Ŏŀƴƴƻǘ ōŜ 
analyzed and understood without the inclusion of the main elements: The family, Management, 
Property and the Business. 

Ownership is the key to a family business. It allows a clear distinction to be made between family 
businesses and their non-family businesses. The financial management of family businesses focuses on 
the balance sheet as much as on the calculation of the income statement. Astrachan, Klein and Smyrni 
ŀƭǎƻ ǊŜŀŎƘŜŘ ǘƘƛǎ ŎƻƴŎƭǳǎƛƻƴΣ ǳƴŘŜǊƭƛƴƛƴƎΥ άǘƘŜǊŜ Ƙŀǎ ŀƭǿŀȅǎ ōŜŜƴ ŀ ƭŀŎƪ ƻŦ ŀ ŘŜŦƛƴƛǘƛƻƴ ƻŦ ŦŀƳƛƭȅ 
ōǳǎƛƴŜǎǎέ ŀƴŘ άǘƘƛǎ ōǊƛƴƎǎ ǇǊƻōƭŜƳǎΣ ŜǎǇŜŎƛŀƭƭȅ ƛƴ ŀƴ ƛƴǘŜǊƴŀǘƛƻƴŀƭ ŎƻƴǘŜȄǘΣ ǿƘŜǊŜ ŦŀƳƛƭƛŜǎ ŀƴŘ ŎǳƭǘǳǊŜǎ 
change not only basŜŘ ƻƴ ƎŜƻƎǊŀǇƘƛŎ ōƻǊŘŜǊǎΣ ōǳǘ ŀƭǎƻ ōŜŎŀǳǎŜ ƻŦ ǘƛƳŜέΦ {ƻƳŜ ŘŜŦƛƴƛǘƛƻƴǎ Řƻ ƴƻǘ 
ŎƻƴǎƛŘŜǊ άŦŀƳƛƭȅ ŦƛǊƳέ ǎǘŀǘǳǎ ǘƻ ōŜ ǎǘŀǘƛǎǘƛŎŀƭƭȅ ǎƛƎƴƛŦƛŎŀƴǘΣ ōǳǘ ǊŜŎƻƎƴƛȊŜ ǘƘŀǘ ƛǘ Ŏŀƴ ǾŀǊȅ ōŜǘǿŜŜƴ ŦŀƳƛƭȅ 
firm and non-family firm. 

Due to development, the goals and objectives of a family business are likely to change due to the 
intention to maximize the company's values. However, over the years they have been very few attempts 
to identify said objectives. Some authors believe that the purpose of family businesses is precisely the 
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; Wong, McReynolds & 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 continuity is a goal or not! A study on the family 
business by Tagiurid and Davis (1992) states that 6 are the most important goals: 

Á be a happy employee of a company, 

Á enable financial security and owner benefits, 

Á to develop quality products, 
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Á to serve as a machine for personal growth, social progress and autonomy, 

Á promote good corporate citizenship, 

Á 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, it is simply coherent. From the little research in this area, 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 members and non-
members on 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 studies have never produced 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, competencies 
and basic information, 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 indication of availability to start a new business. The realization 
of the formation courses is of great importance for their survival, development and success, but also, at 
ǘƘŜ ǎŀƳŜ ǘƛƳŜΣ ŦƻǊ ǘƘŜ ŎƻǳƴǘǊȅΩǎ ŜŎƻƴƻƳƛŎ ŘŜǾŜƭƻǇƳŜƴǘ ŀƴŘ ŜƳǇƭƻȅƳŜƴǘΦ 

The main purpose of this paper is to help identify 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 objectives of managers and 
financial managers in Albanian businesses, but also other persons who have an interest in the format of 
family businesses. 

3. USED METHODOLOGY 

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

Since the basic 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 Tirana city. The 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 a result of the 
situation caused by the COVID-19 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 through a qualitative 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 expected to help 
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 economic development. 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 businesses in our 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 particular of the profile of 
the interviewees. 

4.1. Profile of the interviewees 

From the demographic 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, dominated by the 25-35 
age group. Higher educated individuals (65.3% of respondents) were most likely 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 (salary), helping them to accumulate reasonable capital to start 
a business. 45.5% of 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 1: Sector of Activity 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 

Source: Author (2020). 

It is clear that a family business is more likely to have more complex, more numerous and more variable 
goals than a single, simple and coherent goal. From the various researches in this field, it is difficult to 
conclude whether family businesses perform 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 they are and when 
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 most important 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 by the owner 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 operates. The rest of the companies have priority over personal growth, 
social advancement and autonomy, the development of new quality products and good business 
promotion. 

Table 2: Source of Income Financing 

Source of income financing Percentage 

Several shareholders 10.9 

Credit in banks 20.8 

Family saving 67.3 

Other jobs 1.0 

Source: Author (2020). 
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From the table no.2, we conclude that 67.3% of family businesses start making changes in businesses 
through the family savings they have. This is best evidenced by the fact that most 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 advanced management structure 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 source of financial 
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 preservation of the family business as such, because if investments in this 
business were made by other partners, 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 business started by 
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 are unique interpersonal 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 workplace as important as it 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 there are many difficulties 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 specialized personnel that makes them face 
many difficulties in our market, directly affect the development and successful growth of family 
businesses. 

Chart 1: Barriers to Starting a Family Business 

 

Source: Author (2020). 

In our country there is a much more pronounced link between family and business than in other 
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 of the 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 
ά/ƻƳǇƭŜǘŜƭȅέΣ ннΦу҈ ǎŀƛŘ άaŀƴȅέ ŀƴŘ нтΦт҈ ƻŦ ǘƘŜƳ ά{ƻƳŜǿƘŀǘέ ƛƴŘƛŎŀǘƛƴƎ ǘƘŀǘ ŦŀƳƛƭȅ ƳŜƳōŜǊǎ 
provide support in most of our businesses, both 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 achievement of business goals. The availability of family members is also seen 
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in their willingness to spend their savings on the realization of new business goals or investments. A very 
ǎƳŀƭƭ ǇŜǊŎŜƴǘŀƎŜ ƻŦ р҈ ƻŦ ōǳǎƛƴŜǎǎŜǎ ŀƴǎǿŜǊŜŘ άCƻǊ ƴƻǘƘƛƴƎέ ǘƻ ǘƘƛǎ ǉǳŜǎǘion, stating that their 
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 leader of the company who 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 have a hard time accepting 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 advantage even in 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 businesses think that managers 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 these businesses 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, full-time or part-time, are not be paid a salary but receive financial means according 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 members who are part 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 the business also express 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 executives 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 transparency from most of the 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 not affect the success 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 Level of Transparency of the Company Executive with Other Family Members and the Level 
of His Information on the Needs of the Company's Employees 

 

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 competitors not in the hands of family businesses1. 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 not exist in the competition. The 
family - as an entrepreneur - shows a very high commitment to business growth, well-being and the 
handing over of work to the younger generations. 

As a result, many family members identify with the company and at the same time are willing 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 Leading to Successful Business Continuity 

 

Source: Author (2020). 

To be as successful on the market as possible, family businesses try to anticipate changes that may occur 
in the future, in order to prepare a strategic plan that can guarantee their economic stability. Compared 
to other businesses, in this type of business, their manager appoints his heir within the circle of family 
members. Many of our companies don't have such a thing yet. For family businesses in our country this 
poses difficulties in the transition to the third or fourth generation of family business management. 

Achieving the maximization of profit and performance over the competition is the goal of every 
company. Our family businesses constantly strive to maintain the image or good name of the company 
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 customers. Chart no.4 below shows which are the indicators 
to measure the performance in the interviewed companies. 

 

 

 

 

 
 
1 (Leech & Leahy, 1991). 
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Chart 4: Performance Measurement Indicators 

 

Source: Author (2020). 

The results of the chart no.4 show that 53.5% of the companies interviewed measure their performance 
ōȅ ǘƘŜƛǊ ƛƴŎǊŜŀǎƛƴƎ ƻǊ ŘŜŎǊŜŀǎƛƴƎ ǎŀƭŜǎΩ ǘǳǊƴƻǾŜǊΦ /ƻƴǎŜǉǳŜƴǘƭȅΣ ǘƘŜǎŜ ŀŎǘƛǾƛǘƛŜǎ ŀǊŜ ŘǊiven only by short-
term and not long-term performance indicators, such as number of customers and market share. But 
these indicators should be taken into account by family businesses because the future of their business 
on the market will depend on them. The rest, around 26.7%, said that by increasing or decreasing the 
number of customers, they measure their level of performance. Mostly the companies that use this 
method are companies with activities in the field of services, who also have fixed prices for their 
products or services. While the business performance for 17.8% of our companies is measured by their 
increasing or decreasing market share, to increase the level of competition in the market and their 
performance our family businesses in their business strategic plan have left room for changes in 
governance structures. Such a thing would have a great impact on the future, as it is known that as the 
family and business grow, a continuous restructuring of business management is required. 

According to the Eurostat 2020 report, Albania has an employment rate of around 55.9%, the highest 
presence in the region of family business employees. This level indicates an economy with low 
productivity, lack of employment alternatives, consequently not competitive on the market2. This is 
somewhat confirmed by most of the companies surveyed in our survey. 

The family business in Albania and mainly in Tirana continues to be stable and with low year-to-year 
growth after facing many problems. The stability of these businesses is 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 
year-to-year economic growth. 40.6% of the companies surveyed say that this form of business is of 
great importance in the economic development of the country as it is more focused, more responsible 
and more attentive to the community and also plays a fundamental role in increasing the number of 
employees and the welfare of society. These companies attach great importance to the long-term 
success of their business ς from time to time they invest in the business and achieve satisfactory results. 
At all times, family businesses have proven to be a vital and highly successful part of any country's 
economy. 

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

 
 
2 (Eurostat, 2020). 
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all led to these businesses facing numerous obstacles to achieve their aims. Some of these challenges 
can be addressed by a collaborative governance structure within the company. This governance 
structure should clearly define the roles of responsibility, rights and relationships of individuals within 
the company. The responsibility for governance duties in the family business is generally shared 
between the owners, the group of directors and senior management. However, family members have a 
greater responsibility in ensuring that their business is run well over the long term. 

The chart below shows the changes these companies anticipate in the future in terms of management. 

Chart 5: Future Changes in Terms of Management of Family Businesses 

 

Source: Author (2020). 

74.3% of companies responded that they believe it is reasonable to continue as they have done so far, 
while the rest consider hiring another unfamiliar manager, adding machinery, processes and operators, 
as well as creating a single corporate governance. 

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 stable source for new jobs, for 
increasing the level of exports and also have a continuous impact in the 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 macroeconomic factors. These forms of enterprise influence the increase in 
the well-being of 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 creation of all conditions for the 
development of a healthy economy If we analyze the economic indicators, we will see that these 
companies have a strong sustainability which is also seen as a necessity for their long-term 
development, as evidenced by the results of our study. 

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

Through it, conclusions were reached regarding: 

V The education of the individuals who ran these family businesses.  

V How important was the performance of individuals at work 

V Obstacles affecting the opening of this activity 

V Reasons affecting the family's bond with business, etc. 
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The theme of family business development in Albania with a special focus on Tirana, aimed to present 
an overview of the current 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 directly affect the increase of their 
profitability. From the analyzed results, various conclusions emerged regarding family businesses in our 
country. Albania, as a developing country, has a large number of obstacles to economic development 
and our companies face different 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 high level 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 the future to create a stable state with minimal informality. Furthermore, bank interest 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 commercial banks. If credit institutions 
facilitated the procedures for obtaining loans, 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 country's economy. 

Family businesses have the advantage of being motivated and supported by all family members who are 
part of the family business (e.g., willingness to work long days in difficult conditions), while when the 
employed are not family members this commitment is more difficult to obtain. The Family businesses 
face internal 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, personal egos or personal 
rivalries that spread in the corporate environment. The biggest 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 simple. 

Responsibility in a family business is generally shared between owners, group 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 long-term performance. Furthermore, the task of family 
members is not only to run their own business, but also to manage family relationships in relation to the 
business. Establishing a robust family governance system would also impact on addressing conflicts that 
can occur between family members and business matters. But in addition to their governance, family 
members must establish an appropriate governance structure. A capable, independent and well-
organized group of directors would help establish appropriate business strategies and enable 
performance development. It is also essential that professional management guide the day-to-day 
operations of the company. The selection of directors and managers should be based on their 
qualifications and performance and not on family ties. A well-managed governance structure in a timely 
manner would 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 markets brings much concern for the 
future of these family businesses. These companies see 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 family business can increase the chances of survival by introducing a governance 
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 managers, to prepare employees, 
through various practical training courses in order to increase 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 on 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 harmony. Budget and 
expenses should be well defined and separated from each other in these 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 could be made. 
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But government agencies need to be more proactive in helping family businesses 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 raw materials, protection of products from unfair 
competition, continuous support 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 international market, but would also 
achieve long-term success. 

Finally, this paper presents numerous possibilities for more detailed research. In this paper, data from 
different types of family businesses have been used due to insufficient time and resources used. But it 
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 behavior of these groups of business. 
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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 decision-making processes, in the 
formulation of public policy agendas and in the oversight processes of their implementation. This paper deals with 
the role and contribution of Civil Society Organizations in decision-making processes at the municipal level in 
Kosovo, analyzes the activity of civil society as a form of organization of society in democratic systems, its 
relationship with state power and the necessity of mutual interaction. It also addresses the journey and challenges 
of civil society in Kosovo in order to harmonize its changing role with the needs of citizens. Furthermore, 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 decision-making and oversight processes. This paper, through historical, analytical, comparative and qualitative 
method of research tries to analyze the trends and the level of interaction between civil society and local 
government in Kosovo, including mutual 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 stage 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, civil society is 
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 society has in decision-making 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 non-governmental organizations and associations 
and to systematically put pressure on political decision-making 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 political structures and to engage in fulfillment 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 democratic values and transparency in governance; 
influences decision-making 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 overcome 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 challenging and sometimes 
ƎƛǾƛƴƎ ǘƘŜ ƛƳǇǊŜǎǎƛƻƴ ƻŦ ōŜƛƴƎ ŀ άƳƛǎǎƛƻƴ ƛƳǇƻǎǎƛōƭŜϦΦ  

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 effective in their work. 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 but on 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 decision-making processes is characteristic of 
societies with functional democracies. Moreover, civic participation in decision-making improves the 
accountability of the authorities by increasing their 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 legal basis for guaranteeing the right of citizens and CSOs to 
participate in decision-making processes at the municipal level, this important process is being 
neglected in the context of Kosovo. Improving decision-making 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 political institutions 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 to 
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 form of 
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 in decision-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 decision-making in Kosovo. The main support in addressing this topic 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 chronological approach 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 decision-making in Kosovo. The main support in addressing this topic was 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, historical, sociological, political, juridical-dogmatic 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 and evolution; 
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 method 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 at the local 
level and the necessity of involving various actors in decision-making 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 which case 
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, because 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, but it is not 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. Therefore, the 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, without the presence 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 groups. In many cases the state does not agree with the mediating role of civil 
society, under the well-known 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 individual remains one of the 
priority functions of civil society even in modern times (Tushi, 2007). Moreover, appropriate 
development of civil society requires a functional state and legal space for articulating the demands of 
citizens, a space that can be created in interaction with state institutions. This necessary interaction 
between the state institutions of Kosovo and civil society is ad-hoc (on a personal level) without having 
functional mechanisms for the purpose of interaction for dialogue and policy making. 
 
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 right of political 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 unique 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 citizens. In most countries in the 
region and Europe, formal mechanisms have already been 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 Government Strategy for Cooperation with Civil Society, 2013). 
 
After the declaration of independence in 2008, Kosovo entered a dynamic period of socio-economic and 
ǇƻƭƛǘƛŎŀƭ ŘŜǾŜƭƻǇƳŜƴǘǎΦ /ƛǾƛƭ ǎƻŎƛŜǘȅΣ ŦƻƭƭƻǿƛƴƎ ǎƻŎƛŀƭ ŘŜǾŜƭƻǇƳŜƴǘΣ ΨŀŘŀǇǘŜŘ ǘƻ ƛǘǎ ƴŜǿ ǊƻƭŜ ǿƛǘƘin the 
overall framework of institution building, dealing more and more with governance and policy-making 
issues. Initially, the cooperation between the two sectors was developed on the basis of various bilateral 
initiatives, but without any sustainable modality 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 to establish 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 an intensive 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 formed as well.  
 
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 society organizations; 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 cooperation between 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 policy-making and the necessity of building a 
partnership relationship with state institutions has been understood in Kosovo, 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 undisputed 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 
ǇƻƭƛŎȅ ƛǎ ŀ άǎŜǘ ƻŦ ƛƴǘŜǊǊŜƭŀǘŜŘ ŘŜŎƛǎƛƻƴǎ ƳŀŘŜ ōȅ Ǉƻƭƛtical actors or groups of actors regarding the goals 
and means of achieving them in a specific situation when, in principle, actors must have the power to 
ǊŜŀŎƘ ǘƘƻǎŜ ŘŜŎƛǎƛƻƴǎ έ όWŜƴƪƛƴǎΣ мфтуύΦ 
This definition sees public policy as a process that has several different 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, 2008). Basically, 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 organizations. There 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 issues 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 public opinion, 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 parties. Starting 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 up and down 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 them. Often, these concerns remain 
immaterialized until articulated by groups representing different sections of the public like: interest and 
pressure groups, media, NGOs, opposition parties, etc. (Heywood, 2008). 
 
In Kosovo, the media have been very influential in the stages of setting the agenda 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 signs that politicians will address that topic. Due 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 decision-makers for certain legislation. The academia has 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 propose policy 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 
discussed by 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 been part of working 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 it 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 for civil society 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 Strategy 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 evaluation raises 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 expected results. 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 this view the public policy process never runs out (Denhardt et al, 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 policies has been required 
without properly assessing the impact of the same. In particular, 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 bringing any 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 final stages of drafting the latter (Hakaj-interview, 2021). 

3.3. Civil society and inclusion in decision-making process 

The theory describes six different steps of the political decision-making process: setting the agenda, 
drafting policies, decision-making, policy implementation, monitoring and policy reformulation. Each 
step provides opportunities for interaction between NGOs and public authorities. In addition, there are 
four different levels of participation/inclusion: information, consultation, dialogue and partnership. 
These can be applied during any step of the decision-making process, however 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 
decision-making process. This is a relatively low level of participation related to the provision of 
information by public authorities and the interaction or involvement of NGOs. However, compared to 
the past decade, Kosovo has made progress in the obligation of municipal authorities 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 by facilitating citizens' access to public documents and other information related to 
decision-making at the local level (Art. 5 & 8, Law on Access to Public Documents, Kosovo). This legal 
obligation has been strengthened through bylaws which regulate the issue of informing the public in 
detail (Art. 5-7 of Administrative Instruction No. 04/2018 for the Transparency in Municipalities, 
Kosovo). 

Consultation: this is a form of initiative where public authorities ask NGOs for their opinion on a specific 
policy or 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 public authorities 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 decision-making and not as a phenomenon that affects the 
decline of the functionality of local democracy. Moreover, municipal authorities 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 (Ferizi-interview, 2021). On the other hand, the legal basis clearly states that no decision or 
document related to the general interest may be adopted 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 party, and can be broad or specific. Broad dialogue is two-way 
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 development 
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 more capacity 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 rights, etc.). 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 independence of civil 
society organizations themselves (Tahiri-Interview, 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 drafted and approved in 7 municipalities of the Mitrovica Region. 
CǳǊǘƘŜǊƳƻǊŜΣ ǘƘŜ ƳǳƴƛŎƛǇŀƭƛǘƛŜǎ ƻŦ ǘƘŜ aƛǘǊƻǾƛŎš κ aƛǘǊƻǾƛŎŀ ǊŜƎƛƻƴ ƘŀǾŜ ōŜŜƴ ǾŜǊȅ ŎƻƻǇŜǊŀǘƛǾŜ ǿƛǘƘ 
civil society organizations in drafting a Plan for Citizen Participation in Decision-Making Processes at the 
local level, taking full advantage of the expertise of local NGOs (Mehmeti-interview, 2021). Namely, the 
expertise of only few NGOs have been used during this process of drafting these particular documents.  

More specifically, the Municipality 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 constantly involved 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 organizations which have capacities in certain areas but this is affecting the creation 
of a negative perception regarding the independence of certain civil society organizations. 

Partnership: usually provides for shared responsibilities during each step of the political decision-making 
process, starting from setting the agenda, drafting, deciding and implementing the particular political 
initiative or law/bylaw. This is the highest form of participation, and may include activities such as 
delegating specific issues to the NGOs, e.g. in the provision of services to the participating forums and 
the establishment of joint decision-making bodies, including the allocation of resources. In all 
municipalities of Kosovo, in very rare cases, interactions have been recorded between 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 been maintained throughout the decision-making process. Municipal 
authorities consider that the phase of implementation, evaluation and reformulation of policies is in 
their capacity and should be carried out independently by the municipal institutions themselves. This 
practice should be changed and harmonized with the legal obligation arising from the provisions of the 
Law on Local Self-Government, Administrative Instruction on Transparency, Administrative Instruction 
on Minimum Standards of Public Consultation at the Municipal level and many other legal and sub-legal 
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 the NGO "ETEA" 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 
decision-making process, including the implementation, evaluation and reformulation of public policies 
in the field of education (Ahmeti-Interview, 2021). 
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However, this good practice is not being implemented in other municipalities, despite legal obligations. 
However, civil society in Kosovo remains to be better organized and structured in order to exercise their 
rights to be involved in decision-making which are guaranteed by a number of laws and bylaws. 

4. CONCLUSION 

Civil society cultivates a democratic political culture by articulating the 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 freedom, freedom of 
thought and freedom of expression. Civil 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 areas: lack and non-functioning of internal governance 
structures, lack of financial resources and means to ensure long-term 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 survive implement projects that are not based on assessing 
the needs of citizens but on the agendas of international donors. The compatibility of NGO activities 
with the demands of citizens in Kosovo needs to be increased in the future. These changes, 
accompanied 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 society in Kosovo with its capacities has managed from 
time to time to assist the government in shaping the policies, and to help addressing various problems. 

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 decision-making. It can channel that voice, help formulate opinions, and provide solutions. 

The nature of civil society in Kosovo in the pre-war 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. After the end of the 1998-1999 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 whose voice 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 decision-making processes, drafting 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 in the European Union, 
including reduction of pay gap for different regions, ages, female and male salaries. Latvia in this respect has a 
remarkable experience. There are significant differences in salaries between central industrial region (Riga and 
Pieriga) and rural regions (Latgale and others). Youth and seniors also has wages less than the 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 experience. Still, the actual situation 
shows that average salaries in various sectors are different 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 age group 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 
statistical data included in Central Statistical Bureau databases, analysis of data sets of EU-SILC survey. The obtained 
data are being analysed by time series analysis (trend analysis), descriptive statistics (by indicators of central 
tendency or location, by indicators of dispersion or variability), by cross-tabulations, testing of statistical hypotheses 
by t-test and by analysis of variance (ANOVA), by correlation analysis. 

Research results indicate to pay gaps in Latvia with differences in regions, branches and age groups. An identified 
problem is too high female employment rate in some professional groups, first of all in education. The teachers are 
mainly female with salary less than average salary in the country. At the same time, among the education leaders 
and manager, where the salary is higher, also the percentage of males is higher. Education is highly significant for 
sustainable development and therefore such situation creates long-term problems not only in education but also in 
all social structure of the 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, EU-SILC, inequality, pay gap, salaries. 

1. INTRODUCTION  

Recent years have shown remarkable difficulties in finding solutions for inequalities reduction, especially 
in some branches of national economy to support inclusion and stability of society. The development of 
free market creates income inequalities and social 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 activities to reduce inequalities in various risk groups, 
increase social activity and inclusion for all members of society, including in the less developed regions 
of Latvia. The tasks: 1) investigate inequalities for different groups, 2) analyze trends of development of 
education, social skills and attitudes of individuals.  

 
 
* ¢ƘŜ ǊŜǎŜŀǊŎƘ ǿŀǎ ǎǳǇǇƻǊǘŜŘ ōȅ ǘƘŜ b!¢Lhb![ w9{9!w/I twhDw!aa9 ά[!¢±L!b I9wL¢!D9 !b5 C¦¢¦w9 
/I![[9bD9{ Chw ¢I9 {¦{¢!Lb!.L[L¢¸ hC ¢I9 {¢!¢9έ ǇǊƻƧŜŎǘ ά/I![[9bD9{ Chw ¢I9 [!¢±L!b {¢!¢9 !b5 {h/L9¢¸ 
AND THE SOLUTIONS IN INTERNATIONAL CONTEXT (INTERFRAME-[±ύέ 
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The analysis is based on the data of Labor Force Survey, EU-SILC data, databases of CSB of the Republic 
of Latvia. The primary methods used ς literature studies and statistical data analysis. Primary 
conclusions can be drawn that networking, use of digital skills and innovative solutions, including 
ecosystem creation, change of attitudes, strengthening of mutual trust, application of positive cases 
publications and lifelong learning are significant and effective tools for increasing social inclusion and to 
reducing inequalities. Virtual contacts and social networking should be added to cultural and business 
activities and life-long learning initiated by local governments and non-governmental organizations, 
preferably established by using face-to-face contacts. Overlapping complementary tools for the 
interaction and networking of people belonging to different age groups should be used, such as 
appropriate combination of face-to-face contacts with virtual contacts.  

2. THEORETICAL FINDINGS  

Researchers in many countries devote a lot of attention to different experiences in inequality 
reductions,  regarding inequalities in salaries and wages, in gender employability, especially in leading 
positions in management, the ǇǊŜǎŜƴŎŜ ƻŦ άƎƭŀǎǎ ŎŜƛƭƛƴƎέΣ age groups, ethnical group and many 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 findings are άthe countries 
with a higher level of social spending are also those with lower efficiency in inequality reduction, 
however, the relationship doesn't appear for poverty alleviation. Thus, the research suggests some 
substitution between the scale and the efficiency of social spending, at least for the inequality 
dimension. Moreover, some differences in thesocial 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 
concerns mainly the poverty dimension. It reflects the fact that the poor were the losers during the crisis 
in favor of the middle classes. The efficiency losses were induced by negative changes in the current 
ǳǎŀƎŜ ƻŦ ǇǳōƭƛŎ ǎƻǳǊŎŜǎΣ ǿƘƛƭŜ ƛƴǎǘƛǘǳǘƛƻƴŀƭ ǊŜŦƻǊƳǎ ǇƻǎƛǘƛǾŜƭȅ ƛƴŦƭǳŜƴŎŜŘ ǘƘŜ ŜŦŦƛŎƛŜƴŎȅέ (Cyrek, 2019).  

IǳƴƎŀǊƛŀƴ ǊŜǎŜŀǊŎƘŜǊ !ƴƴŀƳŀǊƛŀ !ǊǘƴŜǊ Ƙŀǎ ƛƴǾŜǎǘƛƎŀǘŜŘ ǘƘŜ ǎƻ ŎŀƭƭŜŘ άǿƻǊƪŦŀǊŜ ǎƻŎƛŜǘȅέ ƛƴ ŀŎǘƛƻƴ ƛƴ 
the Hungarian labour market and the comparison of social conditions in European context  (Artner, 
нлнлύ ŀƴŘ Ƙŀǎ ƳŀŘŜ  ǊŜƭŜǾŀƴǘ ŦƛƴŘƛƴƎǎ ǊŜƎŀǊŘƛƴƎ άǿƻǊƪ-bŀǎŜŘ ǎƻŎƛŜǘȅέΦ !ǎ ǊŜǎŜŀǊŎƘŜǊ !ǊǘƴŜǊ Ƙŀǎ 
ŎƻƴŎƭǳŘŜŘ άWhile the Hungarian 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 policy changes since 2010, the social protection of the most vulnerable declines and, concerning 
the increase of income inequalitiesΣ IǳƴƎŀǊȅ ƛǎ ŀ ǊŜƎƛƻƴŀƭ ϦƭŜŀŘŜǊϦέΦ ¢ƘŜ ŀǊǘƛŎƭŜ ŎƻƴŎƭǳŘŜǎ ǘƘŀǘ άin order 
for such a social welfare regime to help social inclusion and serve social equality, a reconfiguration of 
the economic, as well as political governance, is neededέ όArtner, 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 have been traced also among older people from different ethnic groups 
(Moriarty & Butt, 2004; Marx, Salanauskaite & Verbist, 2016). British researchers in their findings based 
ƻƴ ŜȄǘŜƴǎƛǾŜ ǊŜǎŜŀǊŎƘ ƛƴ 9ƴƎƭŀƴŘ ŀƴŘ {ŎƻǘƭŀƴŘ ƘŀǾŜ ŎƻƴŎƭǳŘŜŘ άthe study found differences in health, 
income and social support among the ethnic groupsέ. The paper suggests, however, 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 expectations, in the distribution of income within households, and in the willingness 
to discuss financial difficulties. The researcher stress that the cumulative effects of health and material 
disadvantage and the experience of racism have implications both for future quality of life research and 
for government policies that aim to raise social inclusion and reduce inequalities (Moriarty & Butt, 
2004).  

Researchers (Skrovankova, 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 

http://datubazes.lanet.lv:2062/full_record.do?product=WOS&search_mode=GeneralSearch&qid=1&SID=F1nsvwkRuLWzdREpiHK&page=1&doc=2
http://datubazes.lanet.lv:2062/full_record.do?product=WOS&search_mode=GeneralSearch&qid=1&SID=F1nsvwkRuLWzdREpiHK&page=1&doc=2
http://datubazes.lanet.lv:2062/full_record.do?product=WOS&search_mode=GeneralSearch&qid=1&SID=F1nsvwkRuLWzdREpiHK&page=1&doc=2
http://datubazes.lanet.lv:2062/full_record.do?product=WOS&search_mode=GeneralSearch&qid=1&SID=F1nsvwkRuLWzdREpiHK&page=1&doc=2
http://datubazes.lanet.lv:2062/full_record.do?product=WOS&search_mode=GeneralSearch&qid=1&SID=F1nsvwkRuLWzdREpiHK&page=1&doc=2
http://datubazes.lanet.lv:2062/full_record.do?product=WOS&search_mode=GeneralSearch&qid=1&SID=F1nsvwkRuLWzdREpiHK&page=1&doc=2
http://datubazes.lanet.lv:2062/full_record.do?product=WOS&search_mode=GeneralSearch&qid=1&SID=F1nsvwkRuLWzdREpiHK&page=1&doc=2
http://datubazes.lanet.lv:2062/full_record.do?product=WOS&search_mode=GeneralSearch&qid=1&SID=F1nsvwkRuLWzdREpiHK&page=1&doc=2
http://datubazes.lanet.lv:2062/full_record.do?product=WOS&search_mode=GeneralSearch&qid=1&SID=F1nsvwkRuLWzdREpiHK&page=1&doc=2
http://datubazes.lanet.lv:2062/full_record.do?product=WOS&search_mode=GeneralSearch&qid=1&SID=F1nsvwkRuLWzdREpiHK&page=1&doc=2
http://datubazes.lanet.lv:2062/full_record.do?product=WOS&search_mode=GeneralSearch&qid=1&SID=F1nsvwkRuLWzdREpiHK&page=1&doc=2
http://datubazes.lanet.lv:2062/full_record.do?product=WOS&search_mode=GeneralSearch&qid=1&SID=F1nsvwkRuLWzdREpiHK&page=1&doc=2
http://datubazes.lanet.lv:2062/full_record.do?product=WOS&search_mode=GeneralSearch&qid=1&SID=F1nsvwkRuLWzdREpiHK&page=1&doc=2
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Norway and United Kingdom on material 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 taxation (Iyer & Reckers, 2012), financial instability (Neaime & Gaysset, 2018; Husted 
& Salazar, 2020), aspects of creative economy (Skrovankova, Koisova & Grmanova, 2018; Daugeliene & 
Liepinyte, 2012: Zazar, 2015; Daugeliene, 2016; Moriarty & Butt, 2004) and new trends in the world 
development and social inclusion (Craig & Porter, 2003; Craig, 2003; Chuang, Y.C., Chuang, K.Y. & Yang, 
2013), significant influence of shadow economy on income inequality (Huynh & Nguyen, 2020) as well as 
communication with society is being stressed as an important aspect (Shabunova, et. al. 2016; Batraga, 
et. al. 2019, Batraga, et. al. 2018-a, Batraga, et. al. 2018-b).  

Research results on income inequalƛǘƛŜǎ ŀǊŜ ǎǘǊŜǎǎŜŘ ōȅ ǊŜǎŜŀǊŎƘŜǊǎ ŎƻƴŎƭǳŘƛƴƎ άLƴ ǘƘŜ 9ǳǊƻǇŜŀƴ ŎƻƴǘŜȄǘ 
housing, neighbor-hood and household economic strains worsened with increasing levels of income 
ƛƴŜǉǳŀƭƛǘȅέ (Sengoelge, et. al. 2014). Researchers from China (Zhu &Wan, 2012) have concluded that 
income inequality reduction is a powerful tool to increase domestic demand in move to balanced 
economy. Those are among the reasons why governments of different countries in the European Union 
are criticized by international organizations indicating 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 are to be included in the future 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 (AI) 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 and generally widespread) such as freedom, equality, 
fraternity are gaining a new understanding. The fight against inequality 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 inequality and  an number of 
social and political problems. Income inequality is demonstrated by the situation in Latvia, which is 
reflected in empirical data included in following tables 1 to 4 which can confirm several theorewtical and 
practical findings. 

3.1. Empirical research results 

Data from Central Statistical Bureau are representative,  since άAll paid employees who must be 
reported to the State Revenue Service sending a statement on the compulsory social insurance 
ŎƻƴǘǊƛōǳǘƛƻƴǎ ŦǊƻƳ ǘƘŜ ŜƳǇƭƻȅŜŜΩǎ ƛƴŎƻƳŜΣ ǇŜǊǎƻƴŀƭ ƛƴŎƻƳŜ ǘŀȄ ŀƴŘ ōǳǎƛƴess risk state duty in the 
reporting month; or those included in a micro-enterprise tax return and employed in commercial 
ŎƻƳǇŀƴƛŜǎΣ ŀƎǊƛŎǳƭǘǳǊŀƭ ƘƻƭŘƛƴƎǎ ŀƴŘ ŦƛǎƘŜǊƳŜƴΩǎ ŦŀǊƳǎΣ ŦƻǳƴŘŀǘƛƻƴǎΣ ŀǎǎƻŎƛŀǘƛƻƴǎΣ ŦǳƴŘǎΣ ƛƴǎǘƛǘǳǘƛƻƴǎΣ 
organizations, institutions as ǿŜƭƭ ŀǎ ƴŀǘǳǊŀƭ ǇŜǊǎƻƴǎ ŀƴŘ ǎƻƭŜ ǇǊƻǇǊƛŜǘƻǊǎέΣ ό/{.Σ нлнмύΦ 5ŀǘŀ ƻŦ 
employees in Latvia with gross income (salaries and wages) with focus on those with minimum wage or 
less, with minimum wage (430 EURO) in December 2020 are included in table 1.  

Table 1: Main data on the number of employees by gender with different levels of wages in the Republic 
of Latvia in December 2020 

  TOTAL With income 

..With 
minimum 

wage or less 

..With 
minimum 

wage 

Employees 
without income 

number 
share 
(%) 

Number of 
employees Total 850301 768529 137304 14184 81772 9,6 

 Females 440213 392698 76133 6744 47515 10,8 

http://datubazes.lanet.lv:2062/full_record.do?product=WOS&search_mode=GeneralSearch&qid=1&SID=F1nsvwkRuLWzdREpiHK&page=1&doc=2
http://datubazes.lanet.lv:2062/full_record.do?product=WOS&search_mode=GeneralSearch&qid=1&SID=F1nsvwkRuLWzdREpiHK&page=1&doc=2
http://datubazes.lanet.lv:2062/full_record.do?product=WOS&search_mode=GeneralSearch&qid=1&SID=F1nsvwkRuLWzdREpiHK&page=1&doc=2
http://datubazes.lanet.lv:2062/OutboundService.do?SID=C2jX6Std2GuAQnkvP19&mode=rrcAuthorRecordService&action=go&product=WOS&lang=en_US&daisIds=2678655
http://datubazes.lanet.lv:2062/OutboundService.do?SID=C2jX6Std2GuAQnkvP19&mode=rrcAuthorRecordService&action=go&product=WOS&lang=en_US&daisIds=546647
http://datubazes.lanet.lv:2062/OutboundService.do?SID=C2jX6Std2GuAQnkvP19&mode=rrcAuthorRecordService&action=go&product=WOS&lang=en_US&daisIds=2860766
http://datubazes.lanet.lv:2062/OutboundService.do?SID=C2jX6Std2GuAQnkvP19&mode=rrcAuthorRecordService&action=go&product=WOS&lang=en_US&daisIds=9210308
http://datubazes.lanet.lv:2062/OutboundService.do?SID=C2jX6Std2GuAQnkvP19&mode=rrcAuthorRecordService&action=go&product=WOS&lang=en_US&daisIds=816481
http://datubazes.lanet.lv:2062/OutboundService.do?SID=C2jX6Std2GuAQnkvP19&mode=rrcAuthorRecordService&action=go&product=WOS&lang=en_US&daisIds=39068047
http://datubazes.lanet.lv:2062/OutboundService.do?SID=F1nsvwkRuLWzdREpiHK&mode=rrcAuthorRecordService&action=go&product=WOS&lang=en_US&daisIds=27463852
http://datubazes.lanet.lv:2062/OutboundService.do?SID=F1nsvwkRuLWzdREpiHK&mode=rrcAuthorRecordService&action=go&product=WOS&lang=en_US&daisIds=5650947
http://datubazes.lanet.lv:2062/OutboundService.do?SID=F1nsvwkRuLWzdREpiHK&mode=rrcAuthorRecordService&action=go&product=WOS&lang=en_US&daisIds=2741510
http://datubazes.lanet.lv:2062/OutboundService.do?SID=F1nsvwkRuLWzdREpiHK&mode=rrcAuthorRecordService&action=go&product=WOS&lang=en_US&daisIds=277680
http://datubazes.lanet.lv:2062/OutboundService.do?SID=F1nsvwkRuLWzdREpiHK&mode=rrcAuthorRecordService&action=go&product=WOS&lang=en_US&daisIds=30019756
http://datubazes.lanet.lv:2062/OutboundService.do?SID=F1nsvwkRuLWzdREpiHK&mode=rrcAuthorRecordService&action=go&product=WOS&lang=en_US&daisIds=1450989
http://datubazes.lanet.lv:2062/OutboundService.do?SID=F1nsvwkRuLWzdREpiHK&mode=rrcAuthorRecordService&action=go&product=WOS&lang=en_US&daisIds=2094588
http://datubazes.lanet.lv:2062/OutboundService.do?SID=F1nsvwkRuLWzdREpiHK&mode=rrcAuthorRecordService&action=go&product=WOS&lang=en_US&daisIds=3100372
http://datubazes.lanet.lv:2062/OutboundService.do?SID=F1nsvwkRuLWzdREpiHK&mode=rrcAuthorRecordService&action=go&product=WOS&lang=en_US&daisIds=3100372
http://datubazes.lanet.lv:2062/OutboundService.do?SID=C2jX6Std2GuAQnkvP19&mode=rrcAuthorRecordService&action=go&product=WOS&lang=en_US&daisIds=30621667
http://datubazes.lanet.lv:2062/OutboundService.do?SID=C2jX6Std2GuAQnkvP19&mode=rrcAuthorRecordService&action=go&product=WOS&lang=en_US&daisIds=31268588
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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 wage or less than 
minimumor without income. Data of employees in Latvia without income show people who are willing 
to continue participation in the labor market but meet  various difficulties. This group of people need 
additional help  from the social welfare institutions. Changes of the social welfare regime mentioned in 
the article  regarding experience in Hungary (Artner, 2020) should  might be considered to help social 
inclusion and serve social equality. Main data on numbers of employees by sector (public sector and 
private sector) with different levels of wages in the Republic of Latvia in December 2020 is included in 
table 2.  

Table 2: Main data on the number of employees by sector with different levels of wages in the Republic 
of Latvia in December 2020 

Statistical 
indicators 

Sector TOTAL 
With 

income 

..With 
minimum 
wage or 

less 

..With 
minimum 

wage 

Employees 
without income 

number 
share 
(%) 

Number of 
employees 

Total 850301 768529 137304 14184 81772 9.6 

 Public sector 246471 234050 22880 2659 12421 5,0 

 Private sector 592566 524269 111475 11307 68297 11,5 

Share in 
number of 
employees with 
income, % 

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

 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 the share of employees without income is more than two times higher in 
the private sector than in the public sector, the same conclusion is true for employees with the 
minimum wage or less. According to data included in table 2 and table 3 reconfiguration of the 
economic, as well as political governance, is recommended to help the groups of employees in private 
sector and in the age groups from 20 to 34 years and over 65 years. Interaction with these two groups of 
employees, youth and seniors, must be improved in the framework of  varied forms of life-long 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. 

Table 3: Main data on the number of employees by age group with different levels of wages in the 
Republic of Latvia in December 2020 

Statistical 
indicators 

Age group 
 TOTAL 

With 
income 

..With 
minimum 
wage or 

less 

..With 
minimum 

wage 

Employees without 
income 

number share (%) 

Number of 
employees 

19 years 
and less 8875 6897 3214 66 1978 2,2 
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 20ς24 years 46935 40773 9155 368 6162 13,4 

 25ς29 years 76246 66218 9126 696 10028 13,2 

 30ς34 years 104269 90909 12411 1102 13360 12,8 

 35ς39 years 101222 90673 12633 1429 10549 10,4 

 40ς44 years 91975 84794 12443 1544 7181 7,8 

 45ς49 years 96774 90325 14109 1796 6449 6,7 

 50ς54 years 92463 86291 15087 1903 6172 6,4 

 55ς59 years 92265 85985 16214 2100 6280 6,8 

 60ς64 years 77744 71835 14822 1774 5909 7,6 

 65ς69 years 34481 31003 9058 674 3478 10,1 

 70ς74 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 

 20ς24 years X 100,0 22,5 0,9 X 

 25ς29 years X 100,0 13,8 1,1 X 

 30ς34 years X 100,0 13,7 1,2 X 

 35ς39 years X 100,0 13,9 1,6 X 

 40ς44 years X 100,0 14,7 1,8 X 

 45ς49 years X 100,0 15,6 2,0 X 

 50ς54 years X 100,0 17,5 2,2 X 

 55ς59 years X 100,0 18,9 2,4 X 

 60ς64 years X 100,0 20,6 2,5 X 

 65ς69 years X 100,0 29,2 2,2 X 

 70ς74 years X 100,0 38,2 2,5 X 

 
75 years 
and more X 100,0 46,6 2,4 X 

 Unknown Χ 100,0 32,2 6,6 Χ 
Source: Authors construction based on database data from CSB, Latvia, December, 2020, n=850301 

Income ς wages and salaries do differ in Latvia by statistical regions. Main data on the number of 
employees by regions with different levels of wages in Latvia are included in table 4). Latvia is in the 
third place among OECD countries with the highest level of regional development differences (OECD, 
2020). In orderA to reduce income inequality in Latvia, it is necessary to create preconditions for the 
development of regional economic potential, improvement of business environment in LatviaΩǎ regions, 
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 different regions of Latvia. The reasons might be similar as represented in 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. The share of employees 
with minimum wage or less is the highest, but the share of employees without income is the least in 
Latgale region. This indicates that special support to involve people in various social and cultural 
activities should strengthen in the Latgale region.    
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Table 4: Main data on the number of employees by regions (declared place of residence) with different 
levels of wages in the Republic of Latvia in December 2020 

Statistical 
indicators Region TOTAL 

With 
income 

..With 
minimum 
wage or 

less 

..With 
minimum 

wage 

Employees without 
income 

number share (%) 

Number of 
employees LATVIA 850302 768530 137304 14184 81772 9,6 

 Riga region 294797 264987 44181 3617 29810 10,1 

 tƛŜǊơƎŀ ǊŜƎƛƻƴ 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 

 tƛŜǊơƎŀ ǊŜƎƛƻƴ 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 indicate that the share of inhabitants without income in December the highest in Riga region but 
the share of employees with minimum wage or less was in Latgale region - which is almost twice as big 
as in Riga region. Latgale region traditionally has always been the region with lower indicators of 
economic development. Special attention must be paid to health problems. According to the study on 
material deprivation and health (Toge & Bell, 2016) there is an important influence of material 
deprivation on health. Mental health problems could be the reason for the low level of participation in 
the labor market, which results in high level of employees without income in Latgale region.  

3.2. Suggestions for inequalities related issues and management options 

There are economic, political and ideological solutions for reducing inequalities, however, many of 
which can jeopardize the sustainability of society if not properly applied. Robots and artificial 
intelligence can significantly change the nature of work and the social structure of the society. One of 
the main problems is the fate of "surplus" people, whose work becomes unnecessary, losing 
competition with robots and artificial intelligence. At present, they already exist, but are considered to 
be unemployed  concerning production - who are either undergoing retraining (upgrading or changing 
their qualifications) or starting to live only on benefits and thus 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 increased share of low-income or non-income 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 cooperation should be studied. 

http://datubazes.lanet.lv:2062/full_record.do?product=WOS&search_mode=GeneralSearch&qid=1&SID=F1nsvwkRuLWzdREpiHK&page=1&doc=2
http://datubazes.lanet.lv:2062/full_record.do?product=WOS&search_mode=GeneralSearch&qid=1&SID=F1nsvwkRuLWzdREpiHK&page=1&doc=2
http://datubazes.lanet.lv:2062/full_record.do?product=WOS&search_mode=GeneralSearch&qid=1&SID=F1nsvwkRuLWzdREpiHK&page=1&doc=2
http://datubazes.lanet.lv:2062/full_record.do?product=WOS&search_mode=GeneralSearch&qid=1&SID=F1nsvwkRuLWzdREpiHK&page=1&doc=2
http://datubazes.lanet.lv:2062/full_record.do?product=WOS&search_mode=GeneralSearch&qid=1&SID=F1nsvwkRuLWzdREpiHK&page=1&doc=2
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Only by combining all three core 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 possibilities provided 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, self-realization and transcendence 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 groups should be 
supported by local communities, state and non-governmental organizations. 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 tools are social marketing, application of positive cases publications, 
implementation of innovative solutions by cultural and business activities and life-long learning. Physical 
and virtual contacts and social networking should be used by local governments and non-governmental 
organizations to increase social inclusion.  

4. CONCLUSION 

¶ Reductions of income inequalities and social inclusion are research topic world-wide  including 
various innovative suggestions for policy makers;   

¶ Countries have different approaches in the applications of measures for reductions of income 
inequalities and for social inclusion, including work-based society in Hungary; The share of 
employees without income (have no 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-19; 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 group 20-24 years it 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); 

¶ The share of the number of employees with income ς minimum wage or less in December 2020 was 
17,9 % (19,4% female and 16,3% male; in public sector 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 this part of the 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 present. In order to 
reduce income inequality in Latvia, it is necessary to create preconditions for the development of 
regional economic potential, improvement of business environment in LatviaΩǎ regions, increasing 
internal and external competitiveness, productivity, attracting human capital, reducing socio-
economic disparities, developing quality living environment. 

¶ Combination of face-to-face contacts with virtual contacts, social networking, improved internet 
access and level of digital literacy, application of positive cases publications, social marketing, 
implementation of innovative solutions by cultural and business activities and life-long learning 
should be used by local governments and non-governmental organisations to increase social 
inclusion.  
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Abstract: The aim of this paper is to explore the tools and possibilities to maintain social sustainability by improving 
decision-making in social policy-ƳŀƪƛƴƎ ƛƴ [ŀǘǾƛŀΦ wŜǎŜŀǊŎƘ ƳŜǘƘƻŘǎ ǳǎŜŘ ŀǊŜ ǎŎƛŜƴǘƛŦƛŎ ƭƛǘŜǊŀǘǳǊŜ ǊŜǾƛŜǿΣ ŜȄǇŜǊǘǎΩ 
survey ŀƴŘ ǎǘŀǘƛǎǘƛŎŀƭ ŀƴŀƭȅǎƛǎ ƻŦ ŜȄǇŜǊǘǎΩ survey results in order to identify the main issues and opportunities in the 
social policy-making process and in maintaining social sustainability. 

During empirical research experts evaluated the significance of different decision-making methods in the social 
policy-making in Latvia in scale 1-10. The results from expert survey showed that certain decision-making methods 
are more frequently used in policy-making 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/ possibilities in maintaining social 
sustainability in social policy in Latvia in scale 1-10. The results from expert survey showed that some tools/ 
possibilities are more likely to support 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 open-ended questions where they could provide their opinion on what are the 
most necessary improvements in policy-making necessary currently 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 possibilities for improvement of the decision-making in the social policy-
making process in Latvia. 

Keywords: decision-making, policy-making, social sustainability, social inclusion 

1. INTRODUCTION 

Social sustainability is widely researched aspect in many countries and by many researchers around the 
globe especially taking into account of recent social developments related to different restrictions and 
often hard consequences of pandemia caused by Covid-19. 

The aim of this paper is to explore the tools and possibilities to maintain social sustainability by 
improving decision-making in social policy-making in Latvia.  

wŜǎŜŀǊŎƘ ƳŜǘƘƻŘǎ ǳǎŜŘ ŀǊŜ ǎŎƛŜƴǘƛŦƛŎ ƭƛǘŜǊŀǘǳǊŜ ǊŜǾƛŜǿΣ ŜȄǇŜǊǘǎΩ survey and statistical analysis of 
ŜȄǇŜǊǘǎΩ survey results in order to identify the main issues and opportunities in the social policy-making 
process and in maintaining social sustainability. There 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 decision-making methods in 
the social policy-making in Latvia in scale 1-10. Experts were asked also to evaluate the significance of 
different tools/ possibilities in maintaining social sustainability in social policy in Latvia in scale 1-10.  
Experts were asked also to answer two open-ended questions where they could provide their opinion 
on what are the most necessary improvements in policy-making needed currently 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 appeared in the scientific literature 
recently, together with the increasing concerns about the world ecosystem and the capacity in which 
human made technologies are developing in the 21st century. United Nations World Commission for 
Environment and Development in 198т ǇǳōƭƛǎƘŜŘ ǘƘŜ ǊŜǇƻǊǘ άhǳǊ /ƻƳƳƻƴ CǳǘǳǊŜέ (United Nations, 
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 meet their own needs. The 
commission determined that the main goal of sustainability is to satisfy human needs. Needs were 
considered as basic needs to eliminate poverty in the world, and provide opportunity to satisfy the 
inclinations for better life. Following the report, an important step into maintaining sustainability were 
ǘŀƪŜƴ ŘǳǊƛƴƎ ¦bΩǎ {ǳǎǘŀƛƴŀōƭŜ 5ŜǾŜƭƻǇƳŜƴǘ {ǳƳƳƛǘ ƛƴ bŜǿ ¸ƻǊƪ ƛƴ нлмр when a framework for 169 
goals in 17 categories was established, and it was set to reach the goals till 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 the 1987 UN declaration on 
development by Elkington and analyzed in more depth by Ozanne and his colleagues (Ozanne, et al, 
2016) and changed the way organizations measure development and efficiency from measuring only 
profit to measuring the profit, social responsibility and the environmental footprint. The most recent 
ǎŎƛŜƴǘƛŦƛŎ ǊŜǎŜŀǊŎƘ ǎƘƻǿǎ ǘƘŀǘ ǎǘǊƻƴƎ ǎǳǎǘŀƛƴŀōƛƭƛǘȅ ƛǎ ǇƻǎǎƛōƭŜ ƻƴƭȅ ǿƘŜƴ ǘƘŜ ŜŎƻƴƻƳȅΩǎ ŘŜǇŜƴŘŜƴŎŜ 
from society is clearly defined (Thiel, 2016). In case when all three elements are not balanced, one 
element might develop disproportionally whilst impacting the overall development negatively. 

Social return on investment in the public sector is considered as important aspect (Vluggen, et al, 2020) 
and is a systematic way of incorporating social values of different stakeholders into public sector 
decision-making on sustainability. Community based urban development: a strategy for improving social 
sustainability are of importance stressed by researchers (OΩIŀǊŀΣ мфффύ ŀǎ ƻƴŜ ƻŦ ǘƘŜ ŀǎǇŜŎǘ ǿƘƛŎƘ 
cannot be 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 scientists (Littig, Griessler, 2005). The available definitions tend 
to analyze the social sustainability as long-term development of society and necessary requirement to 
maintain the positive changes focused on solving social challenges (Corsini, Moultrie, 2019). 

There is a discussion in the scientific literature on how to effectively manage all three elements of 
sustainable development in an organization, and four main directions or approaches to element 
management can be identified (Ozanne, et al, 2016): the first two that emerged and are already 
considered irrelevant are win-win and compromise (trade-off), but the latest and most current are how 
they are integrated into the ƻǊƎŀƴƛȊŀǘƛƻƴΩǎ strategy and objectives. Most empirical and conceptual 
researchers Hahn, Pinkse, Preuss, Figge in their 2015 publication (Hahn, et al, 2015), as well as by 
researchers Van der Byl and Slawinski in their 2015 publication (Van der Byl, Slawinski, 2015) have 
adapted a mutually beneficial approach where all three elements can be achieved simultaneously and 
that the development of social and environmental aspects result in 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 approach is that 
the economic element is considered to be the leading one, and the environmental and social aspects are 
dependent. 

Researchers of the compromise approach (Ozanne, et al, 2016) have argued that in many situations all 
three dimensions are in conflict, and sustainability can only be achieved if one dimension is reduced in 
order to prioritize another dimension. Researchers Slawinski and Bansal in their 2015 publication 
(Slawinski, Bansal, 2015) have argued that this approach is used only by companies that prioritize profit 
maximization, which means that the social and environmental dimensions become secondary as 
organizations tend to prioritize goals for economic benefits. 

Taking into account the increasing competition between organizations and the increasing speed 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 developed. The integrated 
approach (Gao, Bansal, 2013) assumes that all three dimensions are interrelated and are an integral part 
of the organizational system. The 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 management are seen as paradox. 
The paradox is attributed to the relationship between these three elements - they are contradictory, but 
their requirements are interrelated over time and require constant efforts to manage them (Van der Byl,  
Slawinski, 2015). In this approach, the tension between the elements should be seen as interrelated 
contradictions and not as win-win or compromise. An important aspect is time. The paradox approach 
to managing tensions considers that needs that arise over time and conflict between the elements is 
developing over time, and efforts to manage them must be recognized and continued. Conceptually, 
these four approaches to managing tension are clear and there is a fairly extensive discussion of the 
theory available, but a significant shortcoming is the missing single clear practical approach to managing 
or balancing the tensions. 

In public administration, decision-making takes place at different levels, and the meaning of the 
decisions made is different at each of these levels. One of the most important ways of decision-making 
in public administration is policy development, approval and implementation of draft laws. Decision-
making is not a one-person task, it involves a series of steps, including feedback and follow-up, and is 
carried out by several actors at different levels. 

The decision-making of the highest level public administration directly and indirectly influences the life 
of the society with the decisions made by it. Therefore, there is 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 influence on the public well-being (Jiwani,  
2010). 

Often, organizations do not make decisions based on an evaluation and data, but rely on a heuristic 
process (Barbera-Marine, et al, 2019), which is a cognitive shortcut strategy, where decisions are made 
on the basis of limited information, time and processing power. The process of finding a solution to a 
problem is simplified by relying on past experience and unconscious bias. Emotions and values 
(consciously or unconsciously) influence political choices, and especially through social media, polarize 
and politicize political debate through the interpretation of emotional evidence (Umbach, et al, 2018). 
Emotions also influence information processing strategies that allow to manage extensive amounts of 
information and seeks to reduce its complexity, sometimes contributing to the avoidance of information 
or the denial of factual evidence. At a time of growing populism and challenges to political ideology, the 
need to use reliable information and data in the policy-making process is vital.  

For making strategic decisions that have a great impact, it is necessary to use systematic decision-
making methods, not to rely on intuition and experience, but instead to use the analysis of critical 
factors according to rational decision-making theory. This approach includes critical aspects such as 
(Cervone, 2015): precise problem definition - identification of the needs of all stakeholders; 
determination of specific, measurable criteria for the selection of the solution; analysis of specific 
alternatives - identification, analysis and evaluation of the possibilities; effective collection of the 
necessary information, which includes the assessment of the quality of the information, the required 
amount; choosing specific alternative as a solution; receiving feedback, making the necessary 
modifications as needed. 

In Latvia and European Commission the policy-making cycle is based on the rational decision-making 
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 performed. During step 1. activities that are basis for the rational decision-making are 
established: problem definition, identification of alternatives, gathering and researching information, 
receiving feedback and choosing a solution.  

In practice the most commonly used decision-making method is cost ς 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 steps to be taken in applying this technique: 
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1. Developing a framework to determine the parameters of the analysis; 

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

3. Calculating the costs and benefits for the entire duration of the intended project or initiative; 

4. Comparing costs and benefits using the information gathered; 

5. Analyzing the results and producing substantiated recommendations. 

CBA is a very important tool that allows the user to directly compare aspects such as environmental 
benefits and economic benefits. However, one of the disadvantages of this method is that all values 
need to be expressed in monetary terms, which is often not appropriate when decision-making involves 
complex social and economic considerations. The second limitation is that when using discounting for 
forecasting the CBA can 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, Posner, 2009). 

According to the Kaldor-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 in principle leads to Pareto efficiency. 

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 the Kaldor-Hicks and Pareto efficiency models 
may seem similar, it is important to understand that all Kaldor-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 the Kaldor-Hicks model however not all the benefits in Kaldor-Hicks model are benefits in the 
Pareto efficiency model.  

A model such as expected value (EV) is also often used to justify the choice of alternative as a solution in 
decision-making. Expected value is a method of calculating the expected future value of an investment. 
In statistics and probability theory, the expected value is calculated by multiplying the possible result by 
the probability of occurrence of each outcome, and then summing all these values. 

In order to prevent the situation when in CBA model results that cannot be successfully assessed but 
whose significance is assessed as very important, Multi-criteria analysis (MCA) technique allows to 
identify the best alternative when evaluating alternatives that are difficult to compare. This approach 
allows the decision 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 multi-attribute utility theory (Dyer, 2016) consists of three steps, the 
first of which is the performance matrix, the second step is 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 number as the performance indicator U for each alternative, which is in 
principle an overall assessment of the performance of the alternative. 

Another frequently used MCA technique - the analytical hierarchy process (Lean, 2020). This method 
involves evaluating alternatives by comparing criteria 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 priorities. According to a discussion in scientific literature the main 
disadvantage of this model, occurs in the case of the range reversal phenomenon, which happens when 
adding another option to the performance matrix the rank of two other options that are not related to 
the new added option might be abolished therefor 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 allows different weights to be 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 qualitative ones, such as 
the linear complementary 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 decision-making. There are several ways to 
ensure the transparency of the performance matrix and the criteria 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 decision-making. This model represents theories of economics and 
statistical political science. According 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 decision-making in any form of public administration, but is 
most often used to address income inequality and income distribution (Thiel, 2016). In the case of a 
normal distribution of votes, decision-making is relatively simple, as the chosen policy is more similar to 
the median view, and is essentially assumed to represent the majority of the population. 

Although CBA and MVM decision-making techniques are very common, they have shortcomings in terms 
of environmental and social well-being. 

Taking into account that many of the decisions cannot be analyzed by mathematical methods, as well as 
expressed in monetary terms, there is a necessity for a model that allows social and environmental 
aspects to be added to economic calculations. To address this shortcoming, the Triple Bottom Line (TBL) 
was developed for decision analysis. However, this model is not strong enough to overcome the 
limitations of the modern economic approach in the decision-making process. 

This approach requires each organization to go through five phases to implement the TBL system: 

1. Defining objectives - identification of stakeholders, available resources and tools, SWOT analysis; 

2. Strategy development - identifies the objects of each TBL element, responsible person, determination 
of key performance indicators (KPI); 

3. Implementation - 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 decision-making at different 
levels of public administration and are applicable to a variety of needs. Given that in order to increase 
public support and ensure sustainability, public administration should use techniques based on data 
analysis or other scientific research methods in the decision-making process. 

3. EMPIRICAL RESEARCH DESIGN 

In order to understand the main challenges and opportunities in the social policy-making in Latvia, 
authors conducted an expert survey. During the research design planning stage, authors determined 
that the most qualified experts involved in the policy planning and decision making are representatives 
from Ministries and Cross-Sectoral Coordination Center: 1. Senior Expert in Gender Equality in Social 
Policy Planning and Development Department, Ministry of Welfare, 2. Senior Expert in Social Inclusion 
Policy Department, Ministry of Welfare, 3. Consultant in Development Supervision and Assessment 
Division, Cross-Sectoral 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. Head 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 experts from different social sectors provided assessment 
and opinion on the current situation in social sector policy-making process in Latvia. The experts were 
chosen based on their contribution to social policy on a daily basis, their views were taken into 
consideration when documents are developed in Ministry of Welfare.  In the survey 7 policy planning 
and implementing experts provided assessment and opinion on the current situation on evidence-based 
decision-making process in social policy making in Latvia. Experts were asked to assess the significance 
of decision-making methods used in the social policy-making based in Latvia in scale 1-10, where 1 ς not 
significant; 10 ς very significant. The second question focuses on significance of different tools/ 
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possibilities in maintaining social sustainability in social policy in Latvia in 2021 in scale from 1 to 10, 
where 1 ς not significant, 10 ς very significant. Additionally 2 open-ended questions were the experts 
had an opportunity to provide their opinion: whether it is necessary to make changes in the policy-
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 decision-making. After receiving the results 
statistical analysis was done in order to summarize the gathered data and make conclusions.  

4. EMPIRICAL RESEARCH RESULTS 

As concluded in the literature review, decision-making can be made on the basis of various rational 
models or in conditions of limited rationality, where values, beliefs, experience and prejudices often are 
involved. It was also concluded that in order to ensure public support for sustainable development, 
decision-making must be a transparent, understandable and reasoned process in order to foster public 
trust and support. 

First question was: Please evaluate the significance of decision-making methods used in the social 
policy-making based in Latvia in scale 1-10, where 1 ς not significant; 10 ς very significant. From the 7 
experts were received 7 responses in all 11 positions. 

The decision-making methods listed in this question are both systematic and intuitive approaches to 
understanding the extent to which decision-making in policy-making is based on analysis as well as 
evidence. The author has listed all the decision-making 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 are currently made mainly based on the results of the 
cost - benefit analysis (ȄɎ = 8, Mo = 7, Me = 8), which also coincides with the conclusions of the 
theoretical analysis. This decision-making method is very often used in the policy-making process, as it 
allows to conduct analysis of the benefits and costs of each alternative. However, as the theoretical 
analysis concluded, this method has its drawbacks, as it is often not possible to quantify and compare 
the potential benefits and costs, so it works very well in calculating economic solutions, but not in 
finding more complex solutions ς main indicators of descriptive statistics on expert evaluations are 
included in Table 1.  

Table 1. Evaluation of the significance of the decision-making methods used in the social development 
policy-making in Latvia 

NO DECISION-MAKING METHODS ARITHMETIC MEAN MODE MEDIAN RANGE 
STANDARD 
DEVIATION 

1 COST - BENEFIT 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 KALDOR - HICKS EFFICIENCY 5 1 5 8 3.109 

6 MEDIAN VOTER MODEL 4.57 1 5 8 3.309 

7 PARETO EFFICIENCY PRINCIPLE 4.14 2 5 7 2.545 

8 MULTI-ATTRIBUTE UTILITY 
METHOD 

4 2 5 6 2.309 

9 OUTRANKING METHOD 3.71 1 3 6 2.563 

10 ANALYTICAL HIERARCHY METHOD 3.43 2 3 5 1.902 

11 MULTI-CRITERIA ANALYSIS 3.43 2 2 6 2.299 

Source: Authors calculations based on D. IndriksoneΩs conducted expert survey in 2021, n = 7 

According to experts evaluation, the second most frequently used method is the Triple Bottom Line (ȄɎ = 
7.29, Mo = 6, Me = 6), where the impact on all three elements of sustainable development - 
environmental, social and economic - is assessed during decision-making. In both of these decision-
making methods, there is a consensus of expert opinions (R = 4).  
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The third most frequently used method of decision-making according to experts is the heuristic method 
(ȄɎ = 6.71, Mo = 9, Me = 8) or experience-based decision-making, where it is assumed that the evidence is 
not integral part of the process. In this assessment, an extremely large discrepancy of opinions is 
observed, as the calculated range is R = 7 indicating disagreement and even the existence of opposite 
opinions among experts. 

According to experts evaluation, the decision-making methods used on average are often the calculation 
of the expected value (ȄɎ = 5.43, Mo = 7, Me = 6), the Kaldor-Hicks principle (ȄɎ = 5, Mo = n / a, Me = 5), 
Voter Median model (ȄɎ = 4.57, Mo = 1, Me = 5), Pareto Efficiency principle (ȄɎ = 4.14, Mo = 2, 5, 8, Me = 
5) and Multi-attribute Utility model (ȄɎ = 4, Mo = 2 , 5, Me = 5). The calculations of the evaluation results 
of all these methods show a large range, from 6 to 9, which means that there is no consensus of expert 
opinions. 

According to experts opinion, the least used decision-making methods in this issue are the Outranking 
method (ȄɎ = 3.71, Mo = 1, 6, Me = 3), the Analytical Hierarchy process (ȄɎ = 3.43, Mo = 2, 5, Me = 3) and 
Multi- criteria analysis (ȄɎ = 3.43, Mo = 2, Me = 2). Also in these results there is an extremely large 
disagreement of experts, which is determined by the calculation of the range (R = 5 to 6).  

The results of the first question show that in policy-making process the method of rational decision-
making cost-benefit analysis is the most often used. That indicates that evidence is also taken into 
account in the decision-making process, as without data, research results or verified expert evaluation it 
is not possible to perform this type of analysis. However, decision-making is also influenced by 
previously accumulated experience, and therefore also by stereotypes and prejudices gained during the 
experience. As concluded in the theoretical analysis, all individuals consciously or unconsciously 
influence decision-making with their personal views, which is often irrational. 

The second question was: Please evaluate the significance of different tools/ possibilities in maintaining 
social sustainability in social policy in Latvia in 2021 in scale 1-10, where 1 ς not significant; 10 ς very 
significant. 

From the 7 experts were received 7 responses in all 14 positions (Table 2.). 

Experts have assessed the regular review and updating of research and data (ȄɎ = 8.71, Mo = 8, Me = 9) 
and cooperation between policy makers in different sectors (ȄɎ = 8.71, Mo = 8, Me = 9) as the most 
important aspects. A consensus of experts opinion is observed in both, as the calculated range is 2-3 
(out of 10).  

Table 2. Evaluation of the tools/ possibilities of increasing social sustainability approach in social policy-
making in Latvia 
No TOOLS/ POSSIBILITIES ARITHMETIC 

MEAN 
MODE MEDIAN RANGE STANDARD 

DEVIATION 

1 FREQUENT REVIEW AND UPDATING OF 
RESEARCH AND DATA 

8.71 8 9 3 1.113 

2 COOPERATION BETWEEN DIFFERENT 
SECTOR POLICY PLANNERS 

8.71 8 9 2 0.756 

3 FREQUENT REVIEW OF THE 
IMPLEMENTED POLICY AND UPDATING 
ACCORDING TO THE SITUATION 

8.43 9 9 4 1.397 

4 EVIDENCE-BASED TOOLS AS BASIS FOR 
DECISION-MAKING 

8.33 9 9 5 1.751 

5 EDUCATING SOCIETY ABOUT MEANING 
AND SIGNIFICANCE OF MAINTAINING 
SUSTAINABLE DEVELOPMENT 

8.29 7 9 4 1.604 

6 CLOSE COOPERATION WITH SCIENTIFIC 
AND EDUCATIONAL ORGANISATIONS 

8 7 8 5 1.826 

7 CLOSE COOPERATION WITH INDUSTRY 
EXPERTS 

8 8 8 4 1.291 

8 INCREASING ENTERPRENEURS 
ACCOUNTABILITY IN ACHIEVING 
SUSTAINABLE DEVELOPMENT GOALS 

8 9 9 3 1.414 
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9 EDUCATING ENTERPRENEURS ABOUT 
MEANING AND REASON FOR 
MAINTAINING SUSTAINABLE 
DEVELOPMENT 

8 9 9 4 1.633 

10 SOCIETIES INCREASED INVOLVEMENT 
IN DECISION-MAKING PROCESS 

7.86 7 8 4 1.345 

11 ENTERPRENEURS INCREASED 
INVOLVEMENT IN DECISION-MAKING 
PROCESS 

7.57 8 8 5 1.718 

12 DECISION-MAKING BASED ON RESULTS 
IN UN SDG IN PREVIOUS PERIOD 

7 6 8 6 2.160 

13 DECISION-MAKING BASED ON TRIPLE 
BOTTOM LINE METHOD 

6.29 5 6 6 2.215 

14 ESTABLISHMENT OF SEPARATE 
INSTANCE OR GROUP FOR EVALUATING 
SUSTAINABLE DEVELOPMENT ASPECT 
IN DECISION-MAKING PROCESS 

4.71 1 3 9 3.592 

Source: Authors calculations based on D. IndriksoneΩs conducted expert survey in 2021, n = 7 

Experts also considered it necessary to frequently review the implemented policy and adapt it to the 
current situation (ȄɎ = 8.43, Mo = 9, Me = 9), using evidence-based tools as a basis for decision making (ȄɎ 
= 8.33, Mo = 9, Me = 9), educating the society about the meaning and significance of sustainable 
development (ȄɎ = 8.29, Mo = 7, Me = 9), close cooperation with educational and scientific institutions (ȄɎ 
= 8, Mo = 7, Me = 8) and industry experts (ȄɎ = 8, Mo = 8, Me = 8). The calculated range in these aspects is 
from 4-5 and indicates that there is a relative consensus in the opinion of experts. 

Experts consider important to increasing entrepreneurs accountability in achieving the sustainable 
development goals (ȄɎ = 8, Mo = 9, Me = 9) and educating entrepreneurs about the meaning and 
significance of maintaining sustainable development (ȄɎ = 8, Mo = 9, Me = 9). Taking into account that 
entrepreneurs are a very important stakeholder together with policy planners, implementers and 
educational and scientific institutions in the policy-making process, it is important to ensure 
understanding of sustainable development and its role in the country's development, as compliance 
with the principle of sustainability is often inconsistent with the operational activities of companies and 
the decisions taken. The calculated range in these aspects is from 3-4, which on a scale of 0 - 10 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 decision-making is less necessary, with the arithmetic mean 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 SD goals in the previous period, the arithmetic average of its assessments is 7 (Mo = 6, Me = 8). Also, 
the need to use the triple bottom line method in decision-making (ȄɎ = 6.29, Mo = 5, Me = 6) was 
moderately assessed, from which it can be concluded that the cost ς benefit method in decision-making 
according to experts is able to ensure sustainable development. The range in these aspects is 6, which 
on the scale of values from 0 to 10 is large amplitude, or indicates that there is a disagreement in the 
opinion of experts. 

Experts consider the establishment of a separate institution (or group) to carry out the assessment of 
the sustainability aspect in the decision-making process as the least necessary (ȄɎ = 4.71, Mo = 1, Me = 3). 
From which the author concludes that, according to experts, sustainable development is best ensured 
by decision-makers in the policy-making process. The calculated range in this aspect is 9, which is a very 
large amplitude on the scale of values from 0 to 10, or indicates that there is a great disagreement in the 
opinion of experts.  

The two concluding questions of the expert survey were open-ended questions and focused on finding 
possible solutions to improve the policy process, as well as balancing elements of sustainable 
development into the policy process. 
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To the question whether it is necessary to make changes in the policy-making process in Latvia, 6 of the 
7 experts answers were received. 5 of the experts answered affirmative, while one replied that the 
question was too multifaceted to answer. Those experts who responded affirmative mentioned the 
need for such changes in policy-making as performing an in-depth policy impact analysis based on facts, 
data, human needs, research and analysis in relation to available resources and not based on 
preferences or benefits of political interests. Another expert expressed opinion that it is necessary to 
educate policy makers and decision makers about science-based decision-making methods. There is a 
need to foster collaboration between researchers and policy-makers, and to ensure close, regular 
communication between researchers and policy makers. Several experts stressed the necessity for 
continuous learning for policy makers, and the necessity to take into consideration opinion of industry 
experts. It was stressed that research-based policy-making is crucial with a particular emphasis on high-
quality evidence-based impact assessments. It was pointed out that it is important to objectively analyze 
and explain the processes, to eliminate the stereotypes and assumptions which may not correspond to 
the real situation existing in the society about policy-making related topics. The opinions of the experts 
on this issue further support the conclusions already reached during the literature analysis. 

Analyzing what kind of tools / methods in expertΩs opinion can be used to manage and balance all 3 
elements of sustainable development in decision-making, experts stress several elements of knowledge 
management, such as close collaboration with researchers and industry experts, improving 
communication between different sector policy makers. One of 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 views and transparency and understanding of sustainability 
issues. As equally important experts pointed out the use of scientific methods in the decision-making 
process and greater involvement of scientists. The views expressed on this issue largely coincide with 
the observations and conclusions from the survey results. 

5. CONCLUSIONS 

¶ The process of planning and implementing an evidence-based policy is in line with a streamlined 
decision-making approach, in which the collection and evaluation of evidence to substantiate the 
solution to the problem, as well as the communication of these opportunities between 
stakeholders, is an integral part.  

¶ The policy-making cycle in the European Commission and Latvia is based on a rational decision-
making cycle, which requires preparation 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 policy-making process involve an 
evidence-based approach to ensure the transparency and soundness of decision-making needed to 
gain public support. 

¶ ExpertΩs evaluations on different aspects of decision-making methods has indicated that the most 
commonly used are cost - benefit and triple bottom line methods, as well as a heuristic approach 
based on the decision-maker's experience rather than evidence and facts. According to experts, 
decision-making methods based on scientific methods are often not used due to a lack of 
knowledge about their application. 

¶ According to expertΩs opinion, opportunities to strengthen the successful integration of sustainable 
development strategies into policy-making can be ensured by strengthening the use of evidence-
based tools and methods such as regular review and updating of research and data, regular 
evaluation of the impact of implemented policies and adaptation to the current situation, and 
increased use of cost-benefit methods in decision-making. 

¶ Recommendation: successful integration of the sustainable development strategy into policy-
making can be ensured by strengthening the use of evidence-based 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 cost-benefit approach to decision-making. 

ACKNOWLEDGMENT 
 
¢Ƙƛǎ ǇŀǇŜǊ ǿŀǎ ǎǳǇǇƻǊǘŜŘ ōȅ ǘƘŜ bŀǘƛƻƴŀƭ wŜǎŜŀǊŎƘ tǊƻƎǊŀƳ ǇǊƻƧŜŎǘ άLb¢9wCw!a9-[±έΦ  

REFERENCES 
Adler, M., Posner, E.A. (2009). New Foundations of Cost-Benefit Analysis, Regulation &Governance, 3, 72-83. 

Barbera-Marine, M.G., Cannavacciuolo, L., Ippolito, A., Ponsiglione, C., Zollo, G. (2019). The weight of organizational 
factors on heuristics. Management Decision, 57(11), DOI 10.1108/MD-06-2017-0574. 

Cervone, H.F. (2015). Systematic vs intuitive decision making and the Pareto principle, OCLC Systems & Services: 
International Digital Library Perspectives, 31(3), 108-111. 

Corsini L., Moultrie J. (2019). Design for Social Sustainability: Using Digital Fabrication in the Humanitarian and 
Development Sector. Sustainability, 11(13), 3562. 

Criado-Perez, C. (2017). Towards a process model of evidence based decision-making, Australian School of Business, 
UNSW. 2017. University: University of New South Wales, available: https://www.unsworks.unsw.edu.au/primo-
explore/fulldisplay?vid= UNSWORKS&docid=unsworks_45975 &context=L. 

Dyer, J.S. (2016). Multiple Criteria Decision Analysis, International Series in Operations Research & Management 
Sceince, 233, 285-314. 

European Commission, Better regulation: why and how, available: https://ec.europa.eu/info/law/law-making-
process/planning-and-proposing-law/better-regulation-why-and-how_en. 

Gao, J., Bansal, P. (2013). Instrumental and Integrative Logics in Business Sustainability, Journal of Business Ethics, 
112, 241-255. 

Hahn, T., Pinkse, J., Preuss, L., Figge, F. (2015). Tensions in Corporate Sustainability: Towards an Integrative 
Framework, Journal of Business Ethics, 127, 297-316.  

Head, B. (2010). Evidence-based policy: Principles and requirements. Strengthening evidence-based policy in the 
Australian Federation. Melbourne, Australia: Productivity Commission.13-26. 

Jiwani, G. (2010). Uncovering the Unknown of Government Policy Decision-Making Process at Senior Levels. 
International Journal of Science in Society, 2(3), 309-322. 

Leal, J.E. (2020). AHP-express: A simplified version of the analytical hierarchy process method, MethodsX, 7, 
100748, 1-11. 

Littig B., Griessler E. (2005). Social sustainability: A catchword between political pragmatism and social theory. 
International Journal of Sustainable Development, 8 (1/2), DOI:10.1504/IJSD.2005.007375. 

Mikulskiene, B. (2013). Research-based Knowledge for Policy Decision Making: Maximizing the Opportunities of 
Impact, European Integration Studies, 7, 35-41. 

hΩIŀǊŀΣ {Φ¦Φ (1999). Community based urban development: a strategy for improving social 
sustainability. International Journal of Social Economics, 26(10/11), 1327-1343.  

Ozanne, L. K., Phipps, M., Weaver, T., Carrington, M., Luchs, M., Catlin, J., Gupta, S., Santos, N., Scott, K., Williams, J. 
(2016). Managing the Tensions at the Intersection of the Triple Bottom Line: A Paradox Theory Approach to 
Sustainability Management. Journal of Public Policy & Marketing, 35(2), 249-261.   

Slawinski, N., Bansal, P. (2015). Intertemporal Tensions in Business Sustainability, Organization Science,  26(2), 531-
549. 

Thiel, E.S. (2016). The Triple Bottom Line for Public Decision-Making: An Interdisciplinary Approach to Decision-
Making in the Modern World, Thesis for Master of Science Degree, New York State University, 102 p. ProQuest 
LLC. 

Umbach, G., Guidi, C.F., Russo, M. (2018). Evidence-based Policy Making: From Data to Decision-Making, Policy 
Brief, 2018/15.  

United Nations (1987). Report of the World Commission on Environment and Development: Our Common Future. 
UN Documents: Gathering a Body of Global Agreements, available: 
https://www.are.admin.ch/are/en/home/sustainable-development/international-cooperation/2030agenda/ un-
milestones-in-sustainable-development/1987--brundtland-report.html. 

Van der Byl, C.A., Slawinski, N. (2015). Embracing Tensions in Corporate Sustainability: A Review of Research From 
Win-Wins and Trade-Offs to Paradoxes and Beyond, Organization & Environment, 28(1), 54-79. 

Vluggen, R., Kuijpers, R., Semeijn, J., Gelderman, C.J. (2020). Social return on investment in the public sector. Journal 
of Public Procurement, 20(3), 235-264. 

https://www.unsworks.unsw.edu.au/primo-explore/fulldisplay?vid=
https://www.unsworks.unsw.edu.au/primo-explore/fulldisplay?vid=
https://ec.europa.eu/info/law/law-making-process/planning-and-proposing-law/better-regulation-why-and-how_en
https://ec.europa.eu/info/law/law-making-process/planning-and-proposing-law/better-regulation-why-and-how_en


XVI. IBANESS Congress Series on Economics, Business and Management ς Istanbul / Turkey 
·±LΦ L.!b9{{ TƪǘƛǎŀǘΣ TǒƭŜǘƳŜ ǾŜ ¸ǀƴŜǘƛƳ .ƛƭƛƳƭŜǊƛ YƻƴƎǊŜƭŜǊ {ŜǊƛǎƛ ς Tǎǘŀƴōǳƭ κ ¢ǸǊƪƛȅŜ 

September 11-12, 2021 
11-мн 9ȅƭǸƭ нлнм 

 

43 
 

Innovative Values Of Managers Within Their Environments With Business 
Performance 

Emanuela ESMEROVA1 

1Associate Professor of Economics,  PhD Emanuela Esmerova, Faculty of Economics at the MIT University 
ς Republic of Northern Macedonia, Skopje, mail: emaesmerova@yahoo.com                                

 
 
Abstract: Values are the base for understanding attitudes, perception, personality and motivation of individuals 
affecting their behavior. The system of ǾŀƭǳŜǎ ŘŜǘŜǊƳƛƴŜǎ ƛƴŘƛǾƛŘǳŀƭΩǎ ǇǊƛƻǊƛǘȅ ƛƴ ŀŎŎƻǊŘŀƴŎŜ ǿƛǘƘ ǘƘŜƛǊ ǊŜƭŀǘƛǾŜ 
importance. 

We should consider that the individual tends through his/her life to keep and to preserve the values acquired from 
his/her early age. It is about attitudes to values of ǿƘŀǘ ƛǎ ǊƛƎƘǘ ŀƴŘ ǿƘŀǘ ƛǎƴΩǘΣ ǿƘŀǘ ƛǎ ƳƻǊŀƭ ŀƴŘ ǿƘŀǘ ƛǎƴΩǘΦ ¢ƘŜ 
ŀǘǘƛǘǳŘŜǎ ƻŦ ǾŀƭǳŜǎ ŀǊŜ ǘƛƎƘǘƭȅ ǊŜƭŀǘŜŘ ǘƻ ǘƘŜ ŀƎŜΣ ƻǊ ǘƻ ǘƘŜ ǇŜǊƛƻŘ ƻŦ ƛƴŘƛǾƛŘǳŀƭΩǎ ƎǊƻǿƛƴƎ ŀƴŘ ƘƛǎκƘŜǊ ŎǊŜŀǘƛƻƴ ŀǎ ŀ 
person.  

This could be a kind of explanation why older generations of employees 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 of working. They should also be 
ŀōƭŜ ǘƻ ŘƛǊŜŎǘ ǘƘŜǎŜ ŀǘǘƛǘǳŘŜǎ ǘƻ ƳƻǊŜ ƎŜƴŜǊŀƭ ƛǎǎǳŜǎ ǊŜƭŀǘŜŘ ǘƻ ǘƘŜ ŎƻƳǇŀƴȅΩǎ ǿƻǊƪƛƴƎ ŀŎǉǳƛǊƛƴƎ ǎǳǇǇƻǊǘ ŦǊƻƳ ǘƘŜƛǊ 
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, moral and 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 values, instrumental and terminal values, interviewed employees and 
managers, success, professional activities and tasks.  

1. Terminal and instrumental values with business performances 

One of the most famous social scientist ǊŜǎŜŀǊŎƘƛƴƎ ǾŀƭǳŜǎ ƛǎ aƛƭǘƻƴ wƻƪŜŀŎƘΦ IŜ ŘŜŦƛƴŜŘ ŀ ǾŀƭǳŜ ŀǎ άŀƴ 
enduring belief that a specific mode of conduct or end-state of existence is personally or socially 
preferable to an opposite or converse mode of conduct or end-ǎǘŀǘŜ ƻŦ ŜȄƛǎǘŜƴŎŜέ ŀƴŘ ŀ values system 
ŀǎ άŀƴ ŜƴŘǳǊƛƴƎ organization of beliefs concerning preferable modes of conduct or end-state of 
existence along a continuum of ǊŜƭŀǘƛǾŜ ƛƳǇƻǊǘŀƴŎŜέ (Rokeach, 1973, p.5). Milton Rokeach made a 
classification value system based on the results of survey that proposed a list including two sets of 
values, the terminal and instrumental ones. Terminal values refer to desirable end-states of existence; 
the goals that a person would like to achieve during their lifetime and may vary among different groups 
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 values. Sorting the terminal values 

from 1 (the most important guiding principle) to 18 (at least important guiding principle), then 
sorting the instrumental values on the same basis, from the persons that are interviewed can be 
made a clear picture of their systems of values trying to achieve in lifetime and need to be 

addressed. Everyone can 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, equal opportunity for all) and 

self esteem. Also, the instrumental values are expected by all managers.  

Table 1. Terminal and instrumental values 

Terminal values Instrumental values 

A world at peace (free of war and conflict) Ambitious (hard-working, aspiring) 

Family security (taking care of loved ones) Broadminded (open-minded) 

Freedom (independence, free choice) Capable (competent, effective) 

mailto:emaesmerova@yahoo.com
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Equality (brotherhood, equal opportunities for all) Cheerful (lighthearted, joyful) 

Self-respect (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 attack) 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 (self-reliant, 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, well-mannered) 

Social recognition 9respect, admiration) Responsible (dependable, reliable) 

An exciting life (a stimulating active life) Self-controlled (restrained, self discipline) 
Source: Milton Rokeach, άThe Nature of Human Valuesέ, New York, Free Press, 1973, p.112 

Managers who believe that the feeling of achievement 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 management (Noe, 
Hollenbeck, Gerhart, & Wright, 2006, p.255). Manager who thinks that equality is the most important 
value could be a leader and will put the efforts of the company in providing equal opportunities for all 
employees, as well as finding innovative modified work force. 

Some managers believe that values such as a 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 the company (Mathis & Jackson, 2007, p.235). The relative 
importance that managers give to each terminal 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 components of the behavior of managers:  being ambitious (hard work, 
aspiration), broadminded (open-minded), capable (skilled, effective), responsible (reliable) and self-
controlled (self-discipline, restraint). 

In addition, the relative importance of human resource managers put before these and other 
instrumental values may be an important commitment to their behavior in the workplace. For example, 
the manager who considers that value to a fantasy (creative, dare) is the most important tool to be 
innovative can take more risks than the manager who thinks it is not as important. Managers who 
believe that honesty is the most important value will put in the foreground task the required steps so 
that all members of the department or company to behave ethically. Managers who believe that the 
feeling of achievement is important, can focus on achieving a lasting contribution for the company such 
as creating a new production line or opening new foreign subsidiary (Gibson, Ivancevic, Donelly, 1999, p. 
73). That is the new link that leads up to an innovative management. Manager who thinks that equality 
is the most important value could be leader and will put the efforts of the company in providing equal 
opportunities for all employees and will find modified work force according to the new business 
performance. 

Considering the merits of over 55 million Chinese working outside China, managing trade and 
investment throughout East Asia are now expanding beyond Asia to Europe and USA. Often called 
άChinese people by the seaέ, they are prominent in business and real estate investments in countries 
such as Singapore and Malaysia (Dessler, 2008, p. 118). They are successful in what they do, so 
successful that some of them now run multi-billion 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 1994. Tzu-Cheng Tong, 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 Enterprises. A typical 
feature of άChinese people by the seaέ, whether managing a bank in Hong Kong or truly global 
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organization, is their values such as: hard work, ambition, strong family ties, family safety, responsibility, 
self control and expertise. Billionaire U.C. Njang had never taken a day off, and Kao Chin-Dzen, Vice 
President of Enterprises, said he will be sick if there is no work. Many businesses that are operated and 
owned by Chinese families, work to provide as much needed education and experience in order to 
preserve the important positions in their companies. Many Chinese are disciplined and very responsible 
and their professional management success can be seen worldwide. They also consider that the most 
important principles are to dare to take many things and be creative, and that can be seen from their 
billions investments activities. In Taiwan, U.C. Njang built one of the largest production facilities in the 
world with a value of more than 9 billion $. 

For these managers and entrepreneurs important values are: respect, admiration and social recognition, 
the features of an innovative management. Many business deals between companies that are owned 
and are run by άChinese people by the seaέ stretch through a network of managers who have close ties 
of mutual trust and respect for decades. The true relationships built on respect and admiration is called 
άƎǳŀƴŘȊƘƛέ ŀƴŘ ƛǎ ŀƴ ƻǇŜǊŀǘƛƻƴ ƳƻŘŜ ŦƻǊ Ƴŀƴȅ άChinese people by the seaέ. Similarly "dzhinidzong" 
means having a good reputation and good credit rating, and that is the most important asset for many 
Chinese managers. It can be seen through (Dessler, 2008, p. 118):  

¶ The manner that affect interpersonal relationships in which the manager is seen by the other 
individuals and groups; 

¶ Decisions and solutions of the problems that are occurring; 

¶ Perception of the situation and problems; 

¶ Limits for determining what is or what is not an ethical behavior; 

¶ The size of what individuals accept or oppose in achieving the goals and taking the pressures in 
companies; 

¶ The perception of the individual organizational success or achieved results. 

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

¶ First level - Reaction. Individuals who are not unaware of themselves or others as human beings and 
react based on physiological needs. This is characteristic of newborns. 

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

¶ Third level - Self-centered. Individuals who believe the harsh individualism and are aggressive, 
selfish and do not react to power. 

¶ Fourth level - Conformist. Individuals with low tolerance and hard-accepted views of the people 
whose values are different from their own and want others to accept their values and attitudes. 

¶ Fifth level - Manipulative. Individuals who seek to achieve their goals by manipulating people 
through the work. They are materialists who aspire for higher status and recognition. 

¶ Sixth level ς Socio-centered. Individuals who have that attitude want to be loved and they agree 
with others rather to go on forward. They are taking a negative approach to materialism, 
manipulation and conformity. 

¶ Seventh level - Existentialist. Individuals with 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 status policy and the arbitrary implementation of power. 

When making categorization of the employees according to value positions can help managers to 
perceive the values of individuals in relation to those values that are dominant and popular in 
enterprises. For example, an individual who is characterized as egocentric is hard 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 the R. Macedonia in the beginning of 2012. The aim of 
the research was to explore small and medium-ǎƛȊŜ ŎƻƳǇŀƴȅ ƳŀƴŀƎŜǊǎ ŀƴŘ ƻǿƴŜǊΩǎ ǇŜǊŎŜǇǘƛƻƴ ŀƴŘ 
attitudes towards ethical values and their importance in business decision-making process and actions. 
The research was used as a exploratory study to explore how managers and owners of small and 
medium-size ŜƴǘŜǊǇǊƛǎŜǎ ƳŀƴŀƎŜ ǘƻ ōǊƛƴƎ ǘƘŜƛǊ ǇŜǊǎƻƴŀƭ ƳƻǊŀƭ ǾŀƭǳŜǎ ƛƴǘƻ ƘŀǊƳƻƴȅ ǿƛǘƘ ǘƘŜ ŎƻƳǇŀƴȅΩǎ 
interests. 

Small and medium-size companies were defined by the number of employees. For the purpose of the 
research, respondents were companies with fewer than 50 employees selected from the following 
business sectors: industry, trade, service sector, public and state authorities, non-profit organizations, 
counsellor and education organizations. Respondents were selected by stratified random sampling to 
make sure that the companies operating in all sectors would be involved in the research. From the list of 
about 150 selected and contacted companies, 63 filled questionnaires were obtained, of which 12 
questionnaires were obtained from companies that had more than 50 employees and thus were not 
included into the analysis. 

The data was collected by personal interviews using a standardized structured questionnaire. The 
interviews were hold only with persons from the top management responsible for business decisions 
and ŀŎǘƛƻƴǎΣ ƛΦŜΦ ǿƛǘƘ ǘƘŜ ŎƻƳǇŀƴȅΩǎ ƻǿƴŜǊΣ ŘƛǊŜŎǘƻǊ ƻǊ ƳŀƴŀƎŜǊ όŜȄŎŜǇǘƛƻƴŀƭƭȅ ǿƛǘƘ ƳŀƴŀƎŜǊ ŀǎǎƛǎǘŀƴǘύΦ 
The questionnaire was designed in the way to cover various areas of business ethics, such as perception 
and evaluation of the business ethics in the R. Macedonia, ethical values, ethical/unethical behavior, and 
attitudes towards unethical behavior, its perception and the role of success. In questions focusing on 
personal and ŎƻƳǇŀƴȅΩǎ ŜǘƘƛŎŀƭ ǾŀƭǳŜǎΣ ǇǊŜ-defined categories of values were used to measure their 
importance in the process of decision-making. As a starting point for the analysis of categorical 
variables, percentage frequency tables were used to describe the importance of personal and company 
ethical values. Results were considered to be statistically significant at significance 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 and that are unlikely to change in a short period of time. To 
explore the ƻǿƴŜǊǎΩ ŀƴŘ ƳŀƴŀƎŜǊǎΩ ǇŜǊǎƻƴŀƭ ǾŀƭǳŜǎ ƛƳǇƻǊǘŀƴŎŜΣ н0 so called target values (values 
focused on the objective that one would like to achieve) were selected from different areas of value 
system. Respondents were asked to choose and tick five the most important and five the least 
important values. The frequency of selected values in descending order from the most important to the 
least important value is shown in Table 2.  

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, co-operation  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 the research. Respondents were asked to mark five values that they consider 
to be the most important values in their business decision-making process and business activities. At the 
same time, they were asked to tick five the least important values in managing their business. Table 3. 
presents the frequency of stated answers. 

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

Values 
Percentage of all the answers 

most important least important 

Professionalism  65,2 4,3 

Quality  65,2 2,9 

Reliability 52,9 2,9 

Relationships, co-operation, 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  5,2 45,7 

Tolerance  2,9 33,3 

Individualism 2,4 77,6 

 

Findings of the research on ethical values in small and medium-size enterprises 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 are professionalism, quality, reliability, relationships, co-operation and team work, 
integrity and honesty, responsibility and focus on success, profit and prosperity. Out of the top seven 
values both, personal and business ones, four values - reliability, integrity and honesty, responsibility 
and focus on money, profit, financial success were common for both categories. This can be considered 
as a relatively good concurrence of the personal and business values importance.  

However, the agreement among personal and business value importance does not necessarily mean 
that ethical values are implemented in practice. More than half of all respondents agreed that it is 
difficult to act according to their personal values because it is not possible to fulfill expectations of many 
people in the company, conditions in the market does not support ethical actions, company would lose 
its competitive advantage or position in the market or generally, there are no ethical principles and 
regulations especially in smaller companies (up to 20 employees) that would improve ethical actions and 
outcomes.  

As far as the willingness of respondents to break their personal values was concerned, about one third 
would break their personal values if they could increase profit and economic success of their company. 
However, almost three quarters of respondents would break their personal values in order to save their 
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companies from bankruptcy. The proportion of respondents that would break their personal values to 
save the company was significantly higheǊ όŀōƻǳǘ уп ǇŜǊŎŜƴǘύ ƛƴ ŎŀǎŜ ƻŦ ŎƻƳǇŀƴƛŜǎΩ ƻǿƴŜǊǎΦ 

Conclusion 

The relative importance that managers give to each terminal 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 components of the behavior of managers, such as 
being ambitious (hard work, aspiration), wide-view (open), capable (skilled, effective), responsible (on 
whom you can rely) and has self-control (self-discipline, restraint). 

When making categorization of the employees according to their present values positions can help 
managers to perceive the values of individuals in relation to those values that are dominant and popular 
in enterprises. 

The survey held in Macedonian market shows 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 are professionalism, quality, 
reliability, relationships, co-operation and team work, integrity and honesty, responsibility and focus on 
success, profit and prosperity. Out of the top seven values both, personal and business ones, four values 
- reliability, integrity and honesty, responsibility and focus on money, profit, financial success were 
common for both categories. 
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Abstract: The main purpose of this 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 shrunk by -4.1%, 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 of 1.8%. The EU is the 
country with the lowest 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 national level. GDP 
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, diaspora investment, 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 paper is to assess how Gross Domestic Product influenced the development of the 
Kosovo economy from the post-war period to the present day given that Kosovo has a high 
unemployment rate & how GDP affects economic development and job creation. 

Are fiscal and credit 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 support for businesses 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 high-interest rates. There is a lack of 
loans with low-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 growth, to be 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 production 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 Ramosaj. 

(Tota, 2014, as cited Prebreza)"The capital is concentrated 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 income at 
all. "If it were not for the Kosovar diaspora, I 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 very high in 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. Data from 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, expenditure, and 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+TP-SP  

From where: GDP= Gross domestic product (at market prices)  

GVA= Gross value added (at basic prices)  

TP =Taxes on products 

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 (E-I). 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-I) 
Ҧ FC= final consumption 

Ҧ GCF= gross capital formation 

Ҧ E = export 

Ҧ I = import 

Final consumption 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 services. This 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. Domestic Product at current prices 2008-2016. 

 
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 Kosovo is 3.5%. (Agjencia e 
{ǘŀǘƛǎǘƛƪŀǾŜ ǘš YƻǎƻǾšǎΣ !{YΣ нлмтύΦ 

4.1. GDP in Kosovo compared to the Countries of the Region 

Figure 2.  Real GDP growth 2009 ς 2020 (% change compared from the previous year) 

 
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 the year 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 capita. 

 
 
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 capita 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 Serbia, 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 activities of resident production units. 
(Tota, E. 2014, Sept. 26) 

 4.3. Employment rate in Kosovo 

Table 1. Employment rate according to the years 2001-2015 

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 level since 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 level of 22.22% in 15 
years. (ASK, 2016). 

4.4. The role of remittances of Kosovo'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 126.3 213.1 269.3 608.7 

2009 148.8 213.1 223.8 585.7 

2010 141.3 213.1 229.9 584.3 

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 the most 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 to Kosovo'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 budget. (Banka 
všƴŘǊƻǊŜ Ŝ YƻǎƻǾŜǎΣ нлмоύΦ  

Conclusion and Recommendation  

The average GDP in Kosovo was 3.5% for the period 2008 - 2016. 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 local economy has shrunk by -4.1%. 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 of 1.8%. The EU 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 USD, in Serbia, it is 5,935 
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 compared with other 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. 
Remittances are 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, creating favorable 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 first two to three years, supporting start-up 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  corporate  self-regulation integrated  into  a  
ōǳǎƛƴŜǎǎ  ƳƻŘŜƭΦ  /{w  ǊŜŦŜǊǎ  ǘƻ  ŎƻƳǇŀƴƛŜǎ  ǘŀƪƛƴƎ  ǊŜǎǇƻƴǎƛōƛƭƛǘȅ  ŦƻǊ  ǘƘŜƛǊ ƛƳǇŀŎǘ ƻƴ ǎƻŎƛŜǘȅΦ Lƴ !Φ /ŀǊǊƻƭƭΩǎ 
"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: Corporate 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 Technologies - Genetics, 
Nanotechnology and Robotics - are so powerful so that they 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 rare materials. 
Knowledge alone will allow their use1. Continuing the Smithian theory, Friedman argues that the 
company has no obligation other than maximizing profit. Whatever else is easily out of line of its 
responsibilities (Milton Friedman, The Social Responsibility of Business is to Increase Its Profits, 1972). 

The focus of the business is ownership alone ( Broni, 2019). 

It was also argued that business should operate only with the ethics of a game and not with the ethics of 
society (Broni, 2019). This is the well-known position of Albert Carr (Carr, 1968). In this way, the goal 
becomes victory over the opponent. 

In his aǊǘƛŎƭŜ άIs Business Bluff EthicΚέ, Albert Carr (Carr, 1968) became widely known for his position 
that business practices are analogous to those of the 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 invent every time the rules of the game. Whether deception 
violates freedom of choice is a matter of knowledge and resistance of the buyer or consumer (Carr, 
1968). 

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

 

 
 
1 !ǳǘƘƻǊΥ 5ǊΦ DłǎǇłǊ .ƝǊƽ ƛǎ tǊƻŦŜǎǎƻǊ ƻŦ LƴǘŜǊƴŀǘƛƻƴŀƭ wŜƭŀǘƛƻƴǎ ŀǘ ǘƘŜ LƴǎǘƛǘǳǘŜ ƻŦ tƻƭƛǘƛŎŀƭ {ŎƛŜƴŎŜǎ ƻŦ ǘƘŜ CŀŎǳƭǘȅ ƻŦ 
[ŀǿΣ 9ǀǘǾǀǎ [ƻǊłƴŘ ¦ƴƛǾŜǊǎƛǘȅ .ǳŘŀǇŜǎǘ {ƻƳŜ ƻŦ Ƙƛǎ ǎǘǳŘƛŜǎ ƛƴ ǘƘƛǎ ŦƛŜƭŘ ƘŀǾŜ ōŜŜƴ ǇǳōƭƛǎƘŜŘΣ ƛƴǘŜǊ ŀƭƛŀΣ ōȅ ǘƘŜ 
Lƴǎǘƛǘǳǘ ¦ƴƛǾŜǊǎƛǘŀƛǊŜ ŘŜ IŀǳǘŜǎ ;ǘǳŘŜǎ LƴǘŜǊƴŀǘƛƻƴŀƭŜǎ όDŜƴŜǾŀΣ мффоύΣ ¦ƴƛǘŜŘ bŀǘƛƻƴǎ !ǎǎƻŎƛŀǘƛƻƴ ƻŦ ǘƘŜ ¦{! όbŜǿ 
York, 1994), ICES Kandi, Sri Lanka (1997), La documentation Francaise (Paris, 1999), Central European University, 
.ǳŘŀǇŜǎǘ όмфффύΣ [ƛǘ ±ŜǊƭŀƎ aǸƴǎǘŜǊ-Hamburg-London (2000), and Brill Publishers (2013) Member of the Editorial 
Board of the International Journal on Minority and Group Rights (Published by Kluwer Law International. 
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2. The principle of Transparency 

The principle of transparency was considered an integral part of business ethics2.  

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 and critique 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 evolving, but largely out of their control (Clarke, 2004). The examples of 
Maxwell, Enron, Arthur Andersen internationally and the daily cases of financial fraud revealed abroad 
and in our economic environment, convince that deviations from business ethics really exist. There are 2 
forms of unfair practices: 

 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, The "post-human" world 
of tomorrow. The greatest danger of biotechnology is the unnatural choice , Kathimerini, May 19 2002, 
p. 27). 

"Money laundering": The first title gives the object its legal envelope (Clarke, 2004). The second, a 
translation of international terminology, suggests the phenomenon in its historical, sociological, 
economic and criminological dimension. (Money laundering, balance, 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, is strongly associated with cash,that is, with the anonymity provided by 
the cash (Clarke, 2004).  

Internationally, there are 3 phases: 

1) placement, pre-placement (placement), 

2) laying, the main wash, and 

3) integration or recycling (integration), ie legalization3.  

3. Corporate social responsibility as a business of ethics. 

The idea of Corporate Social Responsibility (CSR), is part of our daily vocabulary and daily practice (Broni, 
2019). The latter is added to the fields of communication and marketing, but also management, offering 
them the vitality that each branch needs related to mechanisms 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 operation and 
structure of companies (Velentzas, Broni, 2012). At the same time, corporate social responsibility by 
definition also includes social components, since it does not operate self-referentially. On the contrary, 
it affects - directly or indirectly - the society for which 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 (1997), p. 15, 17, 20, 23 , 26, 29 

3 M. Pieth, The Effectiveness of the OCDE Convention of 17 December 1997, in Corruption nous concerne tous 
(ʶ˒ʶ˅ʺˌ Corruption), Les cahiers de l'Institution d'tudes sur la Justice, Bruyant, 2002, pp. 83, 92 ., Fr. Vincke, Les 
risques de la corruption for l'Entreprise elle-meme, Corruption, pp. 33, 41., EdΦ .Ǌǳǘƛ [ƛōŜǊŀǘƛΣ [Ŝ ǊƾƭŜ Řǳ aŀƎƛǎǘǊŀǘΣ 
Corruption, p. 127. 
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3.1 European dimension 

According to the European Union, CSR should become a fundamental and necessary element in business 
strategies, which involve activities promoted by companies on a voluntary basis and are not related to 
legal obligations to society and the environment (Velentzas, Broni,2012). 

CSR is one of the most dynamic and demanding areas of activity for modern 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, sustainability and social cohesion. approach to business ethics 
(Velentzas, Broni, 2012).  

3.2 Definition of CSR according to A. Carroll 

Carroll made the definition of Corporate Social Responsibility clearer when he stressed that financial and 
legal responsibility are required, moral responsibility is expected and discreet (or charitable or 
voluntary) responsibility is desirable. In 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 contract between society and business. The 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 Responsibility4  

a. Moral responsibility 

Ethical responsibility incorporates the activities and practices that social groups expect or dictate, even if 
they are not legally codified and transforms them into standards and norms (Velentzas, Broni, 2012). It 
is the driving 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 later legislation. 

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 company 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 pyramid presents the 4 components of Corporate Social Responsibility 
starting with financial responsibility as the most fundamental structural component (Carroll, 1979). At 
the same time, companies are expected to obey the law, as the law is the codification of acceptable or 
unacceptable behavior 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 function as a good 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 life (Carroll, 1979). 

In short: a company strives to be profitable (financial 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., Pp. 39-48, Archie B. Carroll, The Four 
Faces of Corporate Citizenship, Archie B. Carroll / AK Buchholtz, Business and Society, op. cit., pp. 40-45, Archie B. 
Carroll, Managing ethically with global stakeholders, op. cit., pp. 116-118). 
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The corporate social responsibility Pyramid developed by Carroll5 is 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 managers  stand out with regard to ethical and moral principles in business affairs:  

 a. The moral manager: Moral managers are dedicated to high standards of ethical behavior, both in 
ǘƘŜƛǊ ƻǿƴ ŀŎǘƛƻƴǎ ŀƴŘ ƛƴ ǘƘŜƛǊ ŜȄǇŜŎǘŀǘƛƻƴǎ ƻŦ Ƙƻǿ ǘƘŜ ŎƻƳǇŀƴȅΩǎ ōǳǎƛƴŜǎǎ ƛǎ ǘƻ ōŜ ŎƻƴŘǳŎǘŜŘΦ 

 b. The immoral manager: Immoral managers are actively opposed to ethical behavior in business and 
willfully ignore ethical principles in their decision making (Velentzas, Broni, 2012). 

 c. The amoral manager: Amoral managers appear in two forms: the intentionally amoral manager and 
the unintentionally amoral manager. Intentionally amoral managers 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, 2012). They 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 dimension of decisions and business actions 
(Walsh, 2007). 

Figure 1: Archie B. Carroll, The Pyramid of Corporate Social Responsibility (Carroll, Archie, 1979). 

 
 
Through the above definitions we identify the basic characteristics of the concept of CSR (Walsh, 2007): 

ω Lǘ ƛǎ ǎŜƭŦ-commitment, 

ω Lǘ ƛǎ ǇŜǊƳŀƴŜƴǘΣ 

ω /ƻƴŎŜǊƴǎ ǎƻŎƛŀƭΣ ŜƴǾƛǊƻƴƳŜƴǘŀƭ ŀƴŘ ǳƭǘƛƳŀǘŜƭȅ ŜŎƻƴƻƳƛŎ ƛǎǎǳŜǎΣ 

ω !ƛƳŜŘ ŀǘ ōƻǘƘ ǘƘŜ ƛƴǘŜǊƴŀƭ ŀƴŘ ŜȄǘŜǊƴŀƭ ŜƴǾƛǊƻƴƳŜƴǘ ƻŦ ǘƘŜ ŎƻƳǇŀƴȅΣ 

 
 
5 Arch Carroll, The Pyramid of Corporate Social Responsibility, op. Cit., Pp. 39-48, Archie B. Carroll, The 
Four Faces of Corporate Citizenship, op. Cit., Archie B. Carroll / AK Buchholtz, Business and Society, ibid., 
pp. 40-45, Archie B. Carroll, Managing ethically with global stakeholders, ibid., pp. 116-118. 
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ω Cƛǘǎ ƛƴǘƻ ŀ ǎǘǊŀǘŜƎƛŎ ōǳǎƛƴŜǎǎ ƳƻŘŜƭΣ ŀƴŘ 

ω !ƛƳǎ ŀǘ ǊŜǎǇƻƴǎible development through 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 the special characteristics of the Greek business activity (Walsh, 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 application of the ethical-anthropocentric 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 made to "enlighten" aspects of CSR less prominent in 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 
increase beer sales and at the same time publicly support responsible alcohol consumption? 

2. Is it as it seems? how much Public Relations are involved in the field of CSR. 

3. Professionalism or personal views? They are, indeed, those who deal with CSR more ethical 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 Luckin chain in the middle of  pandemic COVID 19. 

5.1. Characteristics of accounting fraud 

The characteristics of accounting fraud are as follows: 

ω Calsification, alteration or improper modification of financial figures, documents, documents or 
business transactions. 

 ω 5ŜƭƛōŜǊŀǘŜ ƻƳƛǎǎƛƻƴ ƻǊ ŘƛǎǘƻǊǘƛƻƴ ƻŦ ŦŀŎǘǎΣ ǘǊŀƴǎŀŎǘƛƻƴǎ ŀƴŘ ŀŎŎƻǳƴǘǎ ŦǊƻƳ ǘƘŜ ŦƛƴŀƴŎƛŀƭ ǎǘŀǘŜƳŜƴǘǎ6. 

ω LƴǘŜƴǘƛƻƴŀƭ ƳƛǎŀǇǇƭƛŎŀǘƛƻƴΣ ƛƴǘŜǊǇǊŜǘŀǘƛƻƴ ŀƴŘ ŜȄŜŎǳǘƛƻƴ ŀƴŘ ƛƴŎƻǊǊŜŎǘ ŀǇǇƭƛŎŀǘƛƻƴ ƻŦ ŀŎŎƻǳƴǘƛƴƎ 
standards, principles and practices used to identify and present financial transactions 

ω ¦ǎŜ ƻŦ ŀŎŎƻǳƴǘƛƴƎ ǘŜŎƘƴƛǉǳŜǎ όǘǊƛŎƪǎύ ŦƻǊ ǘƘŜ ƳŀƴŀƎŜƳŜƴǘ ƻŦ ƛƭƭƛŎƛǘ ōŜƴŜŦƛǘǎΣ ŜΦƎΦ ǘƻ ƛƴŎǊŜŀǎŜ ǇǊƻŦƛǘǎΣ 
illegally. 

ω ¦ǎŜ ƻŦ ǎǘŀƴŘŀǊŘ ƭŜƎŀƭ ŀŎŎƻǳƴǘƛƴƎ ǘŜŎƘƴƛǉǳŜǎ ǘƻ ŦǊŀǳŘǳƭŜƴǘƭȅ ŎƻƴŎŜŀƭ ƻǊ ŀƭǘŜǊ ŀŎŎƻǳƴǘƛƴƎ Řŀǘa. 

 ω !ŎŎƻǳƴǘƛƴƎ ǇǊŀŎǘƛŎŜǎ ǘƘŀǘ ŀǊŜ ǿƛǘƘƛƴ ǘƘŜ ōƻǳƴŘǎ ƻŦ ǘƘŜ ƭŀǿΣ ōǳǘ ŀǊŜ Ŝŀǎȅ ǘƻ ŎƘŀƴƎŜΦ 

ω 5ŜƭƛōŜǊŀǘŜƭȅ ŜǊǊƻƴŜƻǳǎ ǎǘŀǘŜƳŜƴǘǎΣ ƻƳƛǎǎƛƻƴǎ ƻǊ ŘƛǎǘƻǊǘƛƻƴǎ ƻŦ ŦŀŎǘǎΣ ǘǊŀƴǎŀŎǘƛƻƴǎΣ ŀŎŎƻǳƴǘǎ ŀƴŘ ƻǘƘŜǊ 
information from the financial statements7.  

 
 
6 M. Kramvia-Kapardi / Ch. Tsolakis, Financial Crimes, p. 37 1744 Rezaee, Financial statement fraud prevention and 
detection, 2002, Gaganis / Zopounidis, Recognition of Falsified Accounting Statements: Methodological Framework 
and Applications, 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 reporting , 2008. 
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5.2 The Scandal 

 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, the company 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 technology (Yibo Zhang & Lu 
Xu, 2020). These characteristics strengthened the public image of the company in order to win the 
market and increase sales (Zejun Li, 2020). The risks and solutions of Chinese firms going public in the 
United States, take Luckin Coffee for example. Tianshui Xingzheng Xueyuan Xuebao (04), 99-102). 

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 well-known investment company, Muddy Waters 
Research, directly accused the company of accounting practices and the use of accounting tricks 
equivalent to falsifying data8. On April 2, 2020, the company publicly admitted to committing fraud 
leading to a 75.5% drop, reduction in prices from $ 26.20 the previous day to $ 6.40 After the 
announcement all investors were scammed9. This large-scale fraud has revealed issues of reliability of 
financial reporting systems and has raised many doubts about the immediacy and proper functioning of 
financial fraud control and prevention mechanisms (Yibo Zhang & Lu Xu, 2020). 

Given the current state of COVID-19 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 market and investors 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 Corporate Social Responsibility, do not seem to adequately 
explain how can be reconciled some of the dilemmas inherent in a business that seeks to be profitable 
and at the same time maintain a good and ethical attitude towards society. In conclusion, it is worth 
noting that in the United Kingdom the main academic center for the study of Corporate Social 
Responsibility issues was established at the University of Nottingham (University) with resources from 
the BAT tobacco group (British American Tobacco), (Walsh, 2007). 
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COVID-19 crisis, consequences and the Recovery factors 

IlmņǊǎ wƛƳǑŢǾƛőǎ όtƘ5 ǎǘǳŘŜƴǘύ1 

1University of Latvia 
 
Abstract: Analysing the results of several successive 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 US Federal Reserve did not pursue a lax monetary policy, lowering short-term 
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 the gold standard. Equally reluctant and 
incomprehensible, the US Federal Reserve in 1929-1933 by not saving the commercial banks and other financial 
institutions found themselves in difficulties as a result of the economic slowdown, believing that the system would 
solve its own problems and the strongest would survive.  

Introduction 

2008-2010 The Great Recession already shows that the lessons of the Great Depression, when the 
central bank took a passive monetary policy stance, have been taken into account. There is a consensus 
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 provide short-term liquidity 
loans to commercial banks to address short-term 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, the COVID-19 crisis, which has been seen as the mother of all crises by the Gopinath (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 completely different, much greater 
understanding, unity, comprehensive capacity and readiness to act immediately. Unprecedented when 
central banks act ahead of the downside risk scenario and do not wait for forecasted figures to occur 
and materialize and coordinate actions closely 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 epidemiological crisis without sufficient 
financial resources as 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 with both crises. The 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 important Corseti 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 authorities, responsible for 
determining the recession, only announced in the summer of 2008 that the Recession had begun in 
December of 2007 De Santis and Van der Veken (2020), no proactive, immediate and mitigating action 
followed from the central bank. 

Let's take a look at the actions of the US Federal Reserve in early 2020, when the World Health 
Organization (WHO) (2020) had not yet declared a pandemic. Comparing with the Great Recession, 
analysing the development of the same different changing real-time macroeconomic indicators, COVID-
19 epidemiological crisis was predicted and projected in the first week of March 2020 De Santis and Van 
der Veken (2020). Although the first macroeconomic factors of the downturn began to be reflected in 
particular indicators only as of 24th of March 2020, when the US Purchasing Managers Index (PMI), 
which reflects the market activity of participants in the activities of various purchasing and purchasing 
managers in relation to future business ordering and manufacturing activities, slipped. Official data on 
the decline in employment in the United States was released only later - on April 3, 2020. But a month 
earlier, on March 3, 2020, the US Federal Reserve, relying on data and forecasts compiled by market 
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participants, ahead of time, De Santis and Van der Veken (2020), reduced main refinancing rate by 50 
basis points on 15th of March 2020 without waiting for the actual onset of downside risks and the 
deterioration of the situation even though only on 11 March 2020 the WHO notified the world that a 
pandemic had broken out. 

Analysing the situation in the European Monetary Union, we can see that the ECB acted just as 
decisively and fast. As early as of 18 March 2020, the Governing Council of the ECB decided to launch a 
completely new Pandemic Emergency tǳǊŎƘŀǎŜ tǊƻƎǊŀƳ όt9ttύ ǿƻǊǘƘ ϵ750 billion, with a monthly 
purchase of a certain amount of public and private sector securities. At the same time, a number of 
other very important decisions were taken, which provided even better rules for financial system 
participants and access to the ECB's resources. 

Subsequently, the crisis situation developed in the projected scenario of falling and increasing downside 
risks, and the limiting factors of the pandemic mitigation measures created new, increasingly negative 
forecasts for economic development until the end of the year. The growth forecast scenarios were 
reviewed again and again and new decisions were taken again to stabilize economic growth in Lagarde 
(2020). The ECB already took the next decisƛƻƴ ǘƻ ǇǳǊŎƘŀǎŜ ŀƴ ŀŘŘƛǘƛƻƴŀƭ ϵ600 billion in securities in 
June 2020, and at the end of the year, on 10 December 2020, the Governing Council decided to 
ǇǳǊŎƘŀǎŜ ŀƴ ŀŘŘƛǘƛƻƴŀƭ ϵрлл ōƛƭƭƛƻƴ ƛƴ ǎŜŎǳǊƛǘƛŜǎ ǳƴŘŜǊ ǘƘŜ t9tt ǇǊƻƎǊŀƳΦ ¢ƘŜ ǘƻǘŀƭ ŀƳƻǳƴǘ ƻŦ 
ƛƴǎǘǊǳƳŜƴǘǎ ǘƻ ōŜ ǇǳǊŎƘŀǎŜŘ ƘŀŘ ŀƭǊŜŀŘȅ ǊŜŀŎƘŜŘ ϵ мΣурл ǘǊƛƭƭƛƻƴ ŀƴŘ ƛƴǘŜǊŜǎǘ ǊŀǘŜǎ ƘŀŘ been reduced to 
historically lowest levels ever set by the Governing Council. COVID-19 crisis also has spurred the analysis 
of the situation when central banks had reached, what is known in the academic literature, the zero 
lower bound (ZLB), at which further monetary easing of central banks becomes difficult or even 
impossible.  

Therefore, in contrast to the previous crises, national fiscal policies are playing an increasingly important 
role. Bouabdallah et.al., (2020) further emphasizes that in countries with a single monetary policy, 
national governments, through their specific, tailor-made, timely and time-limited fiscal policies, need to 
play an active role in addressing and inherent macroeconomic risks and characteristics. At the beginning 
of the COVID-19 crisis, national governments also acted swiftly. In many countries, economic support 
programs have emerged like mushrooms after the rain. No one questioned whether these programs 
were necessary or whether they would produce results. The larger western countries set an example 
and the smaller ones immediately followed them, as far as they could. 

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 situation. In the early months, more than $ 10 trillion 
was allocated to Cassim et.al., (2020), according to McKinsey. Another important EU fiscal policy 
decisions was approved in March of 2020, allowing countries to disregard the provisions of the Growth 
and Stability Pact (GSP). At the same time European Council (2021), froze the ban on national 
governments issuing or granting aid to companies.  

Another important element to note about the EU's economic recovery and revival is the fact that the 
COVID-19 crisis refreshed a long-standing but unfinished topic of dialogue among the EU countries on 
the creation of a legal framework for the EU's common debt assumption and financing. The COVID-19 
crisis served as a catalyst to resume long lasting EU cross-border negotiations about EUΩǎ legal 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 happeƴŜŘΦ ¢ƘŜ 9¦ /ƻǳƴŎƛƭ ŀŘƻǇǘŜŘ ǘƘƛǎ ƘƛǎǘƻǊƛŎ ŘŜŎƛǎƛƻƴΣ ŀǇǇǊƻǾƛƴƎ ǘƘŜ ϵ 
750 billion New Generation EU (NGEU) program, on 20 July 2020. There have been many descriptions 
and comparisons in academic literature about this historic EU initiative, comparing it to the so-called 
"Hamiltonian moment", when the US federal government, after long and tedious negotiations in 1790, 
agreed to assume accumulated US states debt during the war and that the federal government de facto 
began to build its own fiscal capacity and pƻǎƛǘƛƻƴΦ ¢Ƙƛǎ ǎƛƳƛƭŀǊƛǘȅ ǿŀǎ ƴƻǘƛŎŜŘ ƛƴ DǊŜŜǊ όнлнлύΥ ά{ƻ ƳǳŎƘ 
so that by the end of the summer of 2020, scientists were debating whether the EU had experienced its 
άHamiltonian momentέΣ ǊŜŦŜǊǊƛƴƎ ǘƻ ǘƘŜ ¦{ ƎƻǾŜǊƴƳŜƴǘΩǎ ŘŜŎƛǎƛƻƴ ƻƴ ƴŀǘƛƻƴŀƭ ǿŀǊ ŘŜōǘǎ ƛƴ мт90 and 
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 challengesέ.  
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Whether this comparison was justified will be seen in the future, because there is still a wide-ranging 
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 this historic decision by EU leaders. After 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 immediately flowed 
into EU economies. On 20 July 2021, national governments have only received the final approval for 
their plans with the EU Commission. By the end of 2021, countries will receive a payment or advance of 
13%, Reuters (2021), to begin work on the development, further development and approval of specific 
projects in the respective countries. 

Knowing that the crisis management requires to act fast and to deploy huge financial and fiscal 
resources, our aim is to ascertain whether larger amounts of government fiscal spending during the 
crisis guarantees faster and more pronounced recovery from the crisis and warranting the reach of 
precrisis GDP levels sooner or there are other factors which determine the success and recovery. 

Coronavirus (COVID-19) crisis started unexpectedly. People were dying and action was required and fast. 
Thus various non pharmaceutical interventions(NPI) were introduced. These mitigation measures 
reduced the mobility of the people and imposed restrictions on certain businesses. 

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

COVID-19 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 measures various 
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 and analyse other 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 stringencies.  Oxford ¦ƴƛǾŜǊǎƛǘȅΩǎ Blavatnic School of 
Government has developed so-called 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 slowdown of economic developments and allows to see that throughout 
2020 Italy had the strictest containment measures Figure 1. 
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That does not necessarily mean that that level of stringency has been held throughout the whole year 
Figure 2. However, it provides first glimpse into further analysis of the future economic developments. 
Countries with less strict containment measures had smaller GDP decrease. 

 
    Figure 2. Stringency Index during 2020. 
      

The second factor that provides additional tools for further analysis is mobility of population. Reduced 
mobility reduces economic activity, spending and production. Google developed its own Mobility Index 
ƳŜŀǎǳǊƛƴƎ ƳƻōƛƭƛǘȅΩǎ ǊŜŘǳŎǘƛƻƴ ŀǎǎƻŎƛŀǘŜŘ ǿƛǘƘ ƛƳǇƻǎƛǘƛƻƴ ƻŦ ǾŀǊƛƻǳǎ ǇŀƴŘŜƳƛŎ ŎƻƴǘŀƛƴƳŜƴǘ ƳŜŀǎǳǊŜǎ 
and shows close correƭŀǘƛƻƴ ōŜǘǿŜŜƴ Ƴƻōƛƭƛǘȅ ǊŜŘǳŎǘƛƻƴ ŀƴŘ D5tΩǎ ǊŜŘǳŎǘƛƻƴ Figure 3. 

In order to compensate the losses for the lost output and provide necessary medical support for the 
COVID-19 patients, countries had to act decisively. Whether the size and decisiveness of spending was 
so large and expeditious was because of pandemic, could be the subject of the further research, but it 
was unprecedented. 

Since the COVID-19 crisis provides the privilege to compare the action of the countries, because the 
pandemic started at the same 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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Downward facing risks of smaller GDP growth create high 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.  During first year of the COVID-19 crisis many countries have 
considerably worsen their balance sheets and substantial fiscal space 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. shows that announcement and distribution of the assigned monies does not warrant 
immediate recovery and is not safeguarding the reach of the pre-crisis levels of GDP. 

The current crisis has renewed the discussion about effectiveness of various fiscal measures. Blanchard 
(2020) argues that governments have always relied on budget automatic stabilizers as the first line of 
defence against the crisis. There are different sizes of automatic stabilizers for each country. The rule of 
the thumb is the proximity of the size of the government Deroose et.al., (2008). Since the size of the US 














































































































































































































































































































































































































































































































































































































































































































































































































































