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FOREWORD

International Balkan and Near Eastern Congress Series brings together many
distinguished social and behavioral science researchers from all over the world.
Participants find opportunities for presenting new research, exchanging information,
and discussing current issues.

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

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

The Organization Committee
September 11-12, 2021
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Value Chains Of Apple Sector Of Republic Of Moldova

Arpinte SVETLANA!

Technical University of Moldova, e-mail: svetlana.arpinte@saiem.utm.md

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 ‘habit, 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:
e Implement modern intensive technologies
e Develop value chain on product
e Practice commercial agriculture
e Develop market-oriented infrastructure
e Promote cooperation and association of producers
e 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:

e 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.);

e 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:

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

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

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

e 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:

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

e Consolidation of producers into producer groups for joint marketing
e Consolidation of fruit volumes by exporters and organization of stable deliveries
e Weak synergy in the relations Association - exporter - processor - producer

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

e The government together with the donor’s 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:

e 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.

e 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.

e 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.

e Problems with packaging and lack of investments in promotion.

e Diversifying markets to avoid risks tied by instability of traditional markets.
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The Trend of Family Business Development in the New Millennium. A Case
Study in Albania.
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1 European University of Tirana, aurela.braholli@uet.edu.al, :

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

The word “business” is a word that is widely used and heard today, defining material action and long-
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
increase in its employment level. The specialized literature states that “there is no single definition of a
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
data. and academic research”.

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
directly involved in ownership or the way it operates (Kérgini, 2008). The 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
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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:

=  Percentage of ownership.

= Check by vote.

=  Power over strategic decisions.

= Involvement of breakdowns.

=  Active management of family members.

Although for many years there have been debates among various scholars in this field regarding the
exact definition of the term “Family Business”, it has been concluded that the family business cannot be
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
also reached this conclusion, underlining: “there has always been a lack of a definition of family
business” and “this brings problems, especially in an international context, where families and cultures
change not only based on geographic borders, but also because of time”. Some definitions do not
consider “family firm” status to be statistically significant, but recognize that it can vary between family
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:

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

= to develop quality products,
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= to serve as a machine for personal growth, social progress and autonomy,
=  promote good corporate citizenship,
= 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
the same time, for the country’s economic development and employment.

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

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

In our country there is a much more pronounced link between family 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
“Completely”, 22.8% said “Many” and 27.7% of them “Somewhat” indicating that family members
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

10
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in their willingness to spend their savings on the realization of new business goals or investments. A very
small percentage of 5% of businesses answered “For nothing” to this question, 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

The level of transparency of the company executive
with other family members
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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 businesses!. 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
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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
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The results of the chart no.4 show that 53.5% of the companies interviewed measure their performance
by their increasing or decreasing sales’ turnover. Consequently, these activities are driven 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 market?. 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 — 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
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We will hire another manager who does

not belong to the family 7 L

20.0 40.0 60.0
Percentage

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
giving the impression of being a “mission impossible".

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
political developments. Civil society, following social development, ‘adapted to its new role within 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
policy is a “set of interrelated decisions made by political 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
reach those decisions ” (Jenkins, 1978).

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.
Furthermore, the municipalities of the Mitrovicé / Mitrovica region have been very cooperative with
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.

* The research was supported by the NATIONAL RESEARCH PROGRAMME “LATVIAN HERITAGE AND FUTURE
CHALLENGES FOR THE SUSTAINABILITY OF THE STATE” project “CHALLENGES FOR THE LATVIAN STATE AND SOCIETY
AND THE SOLUTIONS IN INTERNATIONAL CONTEXT (INTERFRAME-LV)”
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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 — 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 presence of “glass ceiling”, 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 “the 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
usage of public sources, while institutional reforms positively influenced the efficiency” (Cyrek, 2019).

Hungarian researcher Annamaria Artner has investigated the so called “workfare society” in action in
the Hungarian labour market and the comparison of social conditions in European context (Artner,
2020) and has made relevant findings regarding “work-based society”. As researcher Artner has
concluded “While 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 inequalities, Hungary is a regional "leader"”. The article concludes that “in 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 needed” (Artner, 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
on extensive research in England and Scotland have concluded “the study found differences in health,
income and social support among the ethnic groups”. 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
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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 (lyer & 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 inequalities are stressed by researchers concluding “In the European context
housing, neighbor-hood and household economic strains worsened with increasing levels of income
inequality” (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 (Al) significantly change the social
structure, the understanding of justice, the quality of life and the meaning of life. Values recognized in
Europe (supported by the Enlightenment 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 “All paid employees who must be
reported to the State Revenue Service sending a statement on the compulsory social insurance
contributions from the employee’s income, personal income tax and business risk state duty in the
reporting month; or those included in a micro-enterprise tax return and employed in commercial
companies, agricultural holdings and fishermen’s farms, foundations, associations, funds, institutions,
organizations, institutions as well as natural persons and sole proprietors”, (CSB, 2021). Data of
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

Employees
..With ..With without income
minimum minimum share
TOTAL With income | wage or less wage number (%)
Number of
employees Total 850301 768529 137304 14184 81772 9,6
Females 440213 392698 76133 6744 47515 10,8
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Males 410088 375831 61171 7440 34257 8,4
Share in
number of
employees
with
income, % Total X 100,0 17,9 1,8
Females X 100,0 19,4 1,7
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

..With . Employees
. . .. ..With . .
Statistical With minimum o without income
- Sector TOTAL | . minimum
indicators income wage or wage number share
less & “ (%)
Number of
Total 850301 | 768529 137304 14184 81772 9.6
employees
Public sector | 246471 | 234050 22880 2659 12421 5,0
Private sector | 592566 | 524269 111475 11307 68297 11,5
Share in
number of Total X 100,0 17,9 1,8 X
employees with
income, %
Public sector X 100,0 9,8 1,1
Private sector X 100,0 21,3 2,2

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

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

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

Income — 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 Latvia’s 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

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

Number of

employees LATVIA 850302 | 768530 137304 14184 81772 9,6
Riga region 294797 | 264987 44181 3617 29810 10,1
Pieriga region 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
Pieriga region 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.
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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

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

e 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);

e The share of the number of employees with income — 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 Latvia’s regions, increasing
internal and external competitiveness, productivity, attracting human capital, reducing socio-
economic disparities, developing quality living environment.

e 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-making in Latvia. Research methods used are scientific literature review, experts’
survey and statistical analysis of experts’ 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.

Research methods used are scientific literature review, experts’ survey and statistical analysis of
experts’ 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 215 century. United Nations World Commission for
Environment and Development in 1987 published the report “Our Common Future” (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
taken during UN’s Sustainable Development Summit in New York in 2015 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
scientific research shows that strong sustainability is possible only when the economy’s dependence
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 (O’Hara, 1999) as one of the aspect which
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 organization’s 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

34



XVI. IBANESS Congress Series on Economics, Business and Management — Istanbul / Turkey September 11-12, 2021
XVI. IBANESS Iktisat, [sletme ve Yénetim Bilimleri Kongreler Serisi — istanbul / Tiirkiye 11-12 Eyliil 2021

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 — 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 — not
significant; 10 — 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 — not significant, 10 — 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 — not significant; 10 — 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 (x = 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 — 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

STANDARD

NO DECISION-MAKING METHODS ARITHMETIC MEAN MODE  MEDIAN RANGE 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 4 2 5 6 2.309

METHOD

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. Indriksone’s conducted expert survey in 2021, n =7

According to experts evaluation, the second most frequently used method is the Triple Bottom Line (x =
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
(x=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 (X = 5.43, Mo = 7, Me = 6), the Kaldor-Hicks principle (x =5, Mo =n / a, Me = 5),
Voter Median model (x = 4.57, Mo = 1, Me = 5), Pareto Efficiency principle (x =4.14, Mo =2, 5, 8, Me =
5) and Multi-attribute Utility model (X = 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 (x = 3.71, Mo =1, 6, Me = 3), the Analytical Hierarchy process (x = 3.43, Mo =2, 5, Me = 3) and
Multi- criteria analysis (X = 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 — not significant; 10 — 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 (x = 8.71, Mo = 8, Me = 9)
and cooperation between policy makers in different sectors (x = 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 MODE  MEDIAN RANGE STANDARD
MEAN DEVIATION
1 FREQUENT REVIEW AND UPDATING OF 8.71 8 9 3 1.113
RESEARCH AND DATA
2 COOPERATION BETWEEN DIFFERENT 8.71 8 9 2 0.756
SECTOR POLICY PLANNERS
3 FREQUENT REVIEW OF THE 8.43 9 9 4 1.397

IMPLEMENTED POLICY AND UPDATING
ACCORDING TO THE SITUATION

4 EVIDENCE-BASED TOOLS AS BASIS FOR 8.33 9 9 5 1.751
DECISION-MAKING
5 EDUCATING SOCIETY ABOUT MEANING 8.29 7 9 4 1.604

AND SIGNIFICANCE OF MAINTAINING
SUSTAINABLE DEVELOPMENT

6 CLOSE COOPERATION WITH SCIENTIFIC 8 7 8 5 1.826
AND EDUCATIONAL ORGANISATIONS

7 CLOSE COOPERATION WITH INDUSTRY 8 8 8 4 1.291
EXPERTS

8 INCREASING ENTERPRENEURS 8 9 9 3 1.414

ACCOUNTABILITY IN ACHIEVING
SUSTAINABLE DEVELOPMENT GOALS
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9 EDUCATING ENTERPRENEURS ABOUT 8 9 9 4 1.633
MEANING AND REASON FOR
MAINTAINING SUSTAINABLE

DEVELOPMENT

10 SOCIETIES INCREASED INVOLVEMENT 7.86 7 8 4 1.345
IN DECISION-MAKING PROCESS

11 ENTERPRENEURS INCREASED 7.57 8 8 5 1.718
INVOLVEMENT IN DECISION-MAKING
PROCESS

12 DECISION-MAKING BASED ON RESULTS 7 6 8 6 2.160
IN UN SDG IN PREVIOUS PERIOD

13 DECISION-MAKING BASED ON TRIPLE 6.29 5 6 6 2.215
BOTTOM LINE METHOD

14 ESTABLISHMENT OF SEPARATE 4.71 1 3 9 3.592

INSTANCE OR GROUP FOR EVALUATING
SUSTAINABLE DEVELOPMENT ASPECT
IN DECISION-MAKING PROCESS

Source: Authors calculations based on D. Indriksone’s 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 (x = 8.43, Mo = 9, Me = 9), using evidence-based tools as a basis for decision making (x
= 8.33, Mo =9, Me = 9), educating the society about the meaning and significance of sustainable
development (x = 8.29, Mo = 7, Me = 9), close cooperation with educational and scientific institutions (x
=8, Mo =7, Me = 8) and industry experts (X = 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 (x = 8, Mo = 9, Me = 9) and educating entrepreneurs about the meaning and
significance of maintaining sustainable development (x = 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 (x = 6.29, Mo = 5, Me = 6) was
moderately assessed, from which it can be concluded that the cost — 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 (x =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 expert’s 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

e 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.

e 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.

e Expert’s 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.

e According to expert’s 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.

e 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.
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Abstract: Values are the base for understanding attitudes, perception, personality and motivation of individuals
affecting their behavior. The system of values determines individual’s priority in accordance with their relative
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 what is right and what isn’t, what is moral and what isn’t. The
attitudes of values are tightly related to the age, or to the period of individual’s growing and his/her creation as a
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
able to direct these attitudes to more general issues related to the company’s working acquiring support from their
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 researching values is Milton Rokeach. He defined a value as “an
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-state of existence” and a values system
as “an enduring organization of beliefs concerning preferable modes of conduct or end-state of
existence along a continuum of relative importance” (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)
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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, “The Nature of Human Values”, 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, lvancevic, 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
“Chinese people by the sea”, 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 “Chinese people by the sea”, 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 S.

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 “Chinese people by the sea” 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
“guandzhi” and is an operation mode for many “Chinese people by the sea”. 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):

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

e Decisions and solutions of the problems that are occurring;
e Perception of the situation and problems;
e Limits for determining what is or what is not an ethical behavior;

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

e 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:

e  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.

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

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

e  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.

e  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.

e Sixth level — 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.

e 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-size company managers and owner’s perception and
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 enterprises manage to bring their personal moral values into harmony with the company’s
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 actions, i.e. with the company’s owner, director or manager (exceptionally with manager assistant).
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 company’s ethical values, pre-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 owners’ and managers’ personal values importance, 20 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

Percentage of all the answers
Values - -
most important least important
Professionalism 65,2 4,3
Quality 65,2 2,9
Reliability 52,9 2,9
Relationships, 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 higher (about 84 percent) in case of companies’ owners.

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, | 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-1). 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)
- FC=final consumption

- GCF= gross capital formation
- E=export
- 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.
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We had the largest decrease in GDP in 2014 by 1.2%. From 2015 and 2016 we have a leveling of GDP
with 4.1%. The year 2011 has a GDP growth of 4.4%. The average GDP in Kosovo is 3.5%. (Agjencia e
Statistikave té Kosovés, ASK, 2017).

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

Figure 2. Real GDP growth 2009 — 2020 (% change compared from the previous year)
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Turkey has the highest GDP rate by 4.6%, while EU countries have the lowest GDP by 0.44%. Kosovo has
an average GDP of 3.0%, including 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.
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From 2008 with 2,258 Euros per capita, until 2016 3,386 Euros' we have an increase in the level of
income per capita. Although during this period, we have an increase in the level of income per capita.

(ASK, 2017).

4.2.1. Revenues for Kosovo per 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 - - -
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2012 39,9 10,7 25,5
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
Qéndrore e Kosoves, 2013).

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

53



XVI. IBANESS Congress Series on Economics, Business and Management — Istanbul / Turkey September 11-12, 2021
XVI. IBANESS iktisat, isletme ve Yonetim Bilimleri Kongreler Serisi — istanbul / Tiirkiye 11-12 Eyliil 2021

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
business model. CSR refers to companies taking responsibility for their impact on society. In A. Carroll’s
"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 usel. 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 article “Is Business Bluff Ethic?”, 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 Author: Dr. Gaspar Bir6 is Professor of International Relations at the Institute of Political Sciences of the Faculty of
Law, E6tvos Lordnd University Budapest Some of his studies in this field have been published, inter alia, by the
Institut Universitaire de Hautes Etudes Internationales (Geneva, 1993), United Nations Association of the USA (New
York, 1994), ICES Kandi, Sri Lanka (1997), La documentation Francaise (Paris, 1999), Central European University,
Budapest (1999), Lit Verlag Miinster-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 ethics?.

Anything that is transparent is not always moral, but anything that remains secret or opaque is almost
certainly not moral (Broni, 2019). Openness, revelation, allows discussion 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
(edegnc Corruption), Les cahiers de I'Institution d'tudes sur la Justice, Bruyant, 2002, pp. 83, 92 ., Fr. Vincke, Les
risques de la corruption for I'Entreprise elle-meme, Corruption, pp. 33, 41., Ed. Bruti Liberati, Le réle du Magistrat,
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 Responsibility*
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 Carroll® 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
their own actions and in their expectations of how the company’s business is to be conducted.

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):

e |t is self-commitment,
e |t is permanent,
¢ Concerns social, environmental and ultimately economic issues,

¢ Aimed at both the internal and external environment of the company,

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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e Fits into a strategic business model, and

e Aims at responsible 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:

¢ Falsification, alteration or improper modification of financial figures, documents, documents or
business transactions.

¢ Deliberate omission or distortion of facts, transactions and accounts from the financial statements®.

¢ Intentional misapplication, interpretation and execution and incorrect application of accounting
standards, principles and practices used to identify and present financial transactions

* Use of accounting techniques (tricks) for the management of illicit benefits, e.g. to increase profits,
illegally.

¢ Use of standard legal accounting techniques to fraudulently conceal or alter accounting data.
e Accounting practices that are within the bounds of the law, but are easy to change.

¢ Deliberately erroneous statements, omissions or distortions of facts, transactions, accounts and other
information from the financial statements’.

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 data®. 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 scammed®. 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
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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 24™ 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 15™ 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 Purchase Program (PEPP) worth €750 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 decision to purchase an additional €600 billion in securities in
June 2020, and at the end of the year, on 10 December 2020, the Governing Council decided to
purchase an additional €500 billion in securities under the PEPP program. The total amount of
instruments to be purchased had already reached € 1,850 trillion and interest rates had 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 EU’s 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 happened. The EU Council adopted this historic decision, approving the €
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 position. This similarity was noticed in Greer (2020): “So much
so that by the end of the summer of 2020, scientists were debating whether the EU had experienced its
“Hamiltonian moment”, referring to the US government’s decision on national war debts in 1790 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 challenges”.
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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 University’s 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.

Stringency of the containment measures

Latwia e —

Swrmther

AT
CI.

Polar] ——
S gy
Denmark
Cradiia —
Lithuania ——
Cromlia
Icplar ———————

lapar

Italy
Irelard
Porlugal
Grenoe
Cyprus
Carada
Franae
Auistralia
Germany
Romanis
Hethedands
Bilgium
Hurngary
Austria
s rasiy
Bulgaria

£
£
£
2

Saitmrarc

Luxembourg I ———

Mw Tealans e ——
Extonly i—

Umited Kingdom

66



XVI. IBANESS Congress Series on Economics, Business and Management — Istanbul / Turkey September 11-12, 2021
XVI. IBANESS iktisat, isletme ve Yonetim Bilimleri Kongreler Serisi — istanbul / Tiirkiye 11-12 Eyliil 2021

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.

Stringency developments overthe 2020

—Exioria Lavin Littamria Swacen
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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
measuring mobility’s reduction associated with imposition of various pandemic containment measures
and shows close correlation between mobility reduction and GDP’s reduction 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.

67



XVI. IBANESS Congress Series on Economics, Business and Management — Istanbul / Turkey September 11-12, 2021
XVI. IBANESS iktisat, isletme ve Yonetim Bilimleri Kongreler Serisi — istanbul / Tiirkiye 11-12 Eyliil 2021

Mobility’s reduction reduces GDP

HL

Figure 3.Source: Maobility Index 2020 : Author's calculations

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.

Does the Size of Fiscal Support matters?

Fizcal support 2020
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»
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FIGURE 4, Fiscal support measures in response to COVID13, % of
GOP

Sourca! IMF datadecge, 2021

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
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government is smaller than European counterparts, then automatic stabilizers are smaller in United
States (around 0,34), which means that more additional funding needs to be provided with additional
discretionary fiscal policy measures at the outset in order to stabilize the crisis situation. Whereas is
European Union, where automatic stabilizers are much higher (around 0,49), initial response is already
seeded in the annual budget and government policy is to conduct uninterrupted countercyclical fiscal
policy and not to cut expenditures and not to rise the taxes.

Covid-19 crisis has also initiated discussion about semi-automatic stabilizers Bouabdallah et.al., (2020),
namely the fiscal resources, which could be assigned by the government at the outset of the crisis
without long parliamentary approval. But clear and justified definition of the economic indicators must
be defined in order to launch the program. So far negotiations in political circles have been difficult
because of the level of uncertainty of the future. In the meantime, GDP’s decline has clear and
pronounced impact on the budget deficit Figure 5. Therefore, crisis also has reminded to the
policymakers how important it is to free up the fiscal space during the good times, in order to have
resources available during the crisis.

GDP’s Impact on Budget Deficit

Budget defsit = 300

Figure 5. GDP change in 2020, %

awrge; INF database

CONCLUSION

In conclusion the paper finds that size of tourism industry certainly dampens the GDP in 2020 and 2021.
The strictness of mitigation NPI measures also playing the role in slowing down the economy. But there
are also other factors such as the size of the outstanding debt and effectiveness of government
governance Sapir (2020), as well. Speed, decisiveness, commitment to act and to do whatever it takes
are also important. All these factors determine how fast GDP of the respective country recovers from
the COVID-19 crisis.
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Ozet: Cografi isaretler belirli bir bolge veya yéreye ait, 6zel bir niteligi bulunan, benzerlerine gére daha fazla tercih
edilme olasiligina sahip ve o cografi bolge ile 6zdeslesmis trinleri tanimlamaktadir ve Cografi isaret kavrami fikri ve
sinal milkiyet haklarindan birisidir. Belirli bir cografi isaret tasiyan Urtinler; tiiketicilerce gliven duyulan, tercih edilen
ve kendi icerisinde 6zel bir pazar olusturan urinler olarak gorilmektedir. Bu Pazar, farkli homojen ozellikler
sergileyen ve farkli satin alma davraniglari gosteren tiiketicilerin olusturdugu bir pazar olarak nitelendirilebilir. Bu
nedenle Cografi isaretler, son yillarda ticaret hayatinda ve tlketici pazarlarinda olduk¢a 6nem arz eden bir kavram
haline gelmistir. Bircok diinya markasina bakildiginda urettikleri Urilinlerdeki cografi isaret potansiyeli tasiyan
Urdnleri veya bolgesel Griin degerlerini 6n plana gikararak bunlari basaril bir pazarlama stratejisi olarak kullandiklari
gorilmektedir. IBANESS kongresinin diizenleyicileri olan (lkeler, yoresel Grin potansiyeli son derecede ylksek olan
Ulkelerdir. Bu potansiyelin ideal bir cografi isaret sistemi ile degerlendirilmesi tilke ekonomilerine ¢ok Gnemli
acilimlar saglayacaktir. Bu ¢alismanin amaci; diger gelismekte olan llkelerde oldugu gibi Tirkiye’nin de cografi
isaret korumasindan, dolayisiyla da ekonomik kazanglardan yeterince faydalanamadigi dikkate alinarak Cografi
isaret korumasinin saglayabilecegi ekonomik kazanclarin elde edilebilmesi igin konu ile ilgili sorunlari belirlemek ve
¢6zUm onerileri sunmaktir. Béylece, Cografi isaretlerin, digerlerinin yaninda kirsal alanlara gelir ve istihdam
saglayan, ihracat gelirlerini arttiran bir politika araci olarak kullanilabilme imkanlari ortaya konulmus olacaktir.

Anahtar Kelimeler: Cografi isaretler, Pazarlama, ihracat Pazarlamasi, Tarimsal iriinler

1. GRS

Cografi isaretler, son yillarda ticaret hayatinda ve tiiketici pazarinda olduk¢a 6nem arz eden bir kavram
haline gelmistir. Temel anlami ile ‘cografi isaret’ belirli bir cografi mekanin dogal sartlari veya beseri ve
ekonomik kosullari ile sekillenen, benzerlerine gore yiksek kaliteli simgesel triin anlamina gelmektedir.
Diger bir degisle o cografi mekanla 6zdeslesmis ve Gin kazanmig Urlinleri tanimlar. Belirli bir cografi isaret
tasiyan driinler; tiketicilerce giiven duyulan, tercih edilen ve kendi icerisinde 6zel bir pazar olusturan
Urunler olarak goriilmektedir. Bu 6zellikler cografi isaret adini alan bir bélgeye ya da yéreye ait Urinler,
pazarlama olanaklarinin elverisliligini 6n plana gikarmaktadir. Cografi isaret tasiyan Urlnler tiketiciler
tarafindan tercih edilmekte, gliven ve yoresel kiltiir kavramlarinin yaratmis oldugu farklilik ile satin alma
davranislarinda bir ayricalik yaratmakta ve cografi isaret tastyan Grlinler tercih edilmektedir.

Cografi isaret kavrami lilkemiz i¢in oldukga yeni bir kavramdir. Turk Patent Enstitlisi’nlin verilerine gore
315 adet Urln cografi isaret sinifinda tescillenmistir. Avrupa Birligi tarafindan cografi isaret olarak sadece
3 Uriinimiz tescil edilmistir. Bu sayilar Turkiye gibi ¢ok farkli iklim, yer sekilleri ve kilturel zenginlige
sahip bir Ulke agisindan oldukga yetersizdir. Bu ylizden cografi isaret potansiyeli tagiyan uriinlerimizin
bilhassa ihracat pazarlamasinda ¢ok fazla yer almadigi goriilmektedir ( Semiz, 2004).

Diger yandan refah diizeyi artan diinya (lkelerinde 6zellikle AB (lkelerinde tliketicilerin gelir ve bilgi
duzeyindeki artislar onlari daha kaliteli ve daha glivenilir tarim ve gida (rlini satin alma arayislarina
itmektedir. AB’de tarim rlinleri pazarlamasinda son yillarda hiz ve 6nem kazanan konularin en basinda
cografi isaret, kavram ve uygulamalari gelmektedir. Bu konuda bircok yasal diizenleme yapilmakta olup,
cografi isaretlerin alinmasi ve taklitlerine karsi korunmasi ulusal ve uluslar arasi diizeyde, yogun ve ciddi
bir bicimde sirdiridlmektedir. AB Ulkelerinde her gegen giin cografi isaret alan Uriin ve Ulke sayisi
giderek artmakla birlikte gelismekte olan Ulkeler cografi isaretler agisindan karsilastirmali bir Ustinliige
sahiptir. Clink( cografi isaret korumasi i¢in kapsaml bir altyapiya veya ¢ok biiylk finansman gerektiren
AR-GE harcamalarina ihtiya¢ yoktur; cografi isaret basvuru ve tescili daha az maliyetlidir; cografi isaret
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korumasi mevcut Urinler icin de saglanabilmekte ve mutlaka yeni bir Grin Gretmek gerekmemekedir
(Gokovali, 2007).

Tirkiye'nin cografi konumu, farkh iklim ve toprak yapisi ile kiltirel miras ve beseri sermayesinin
cesitliligi sadece bu topraklara 6zgl Urinlerin Gretilmesine imkan vermekte ve Tirkiye'nin cografi isarete
konu olabilecek ¢ok cesitli Grlinlere sahip oldugu ortaya ¢ikmaktadir. Bu (riinlerin cografi isaret ile
korunmasi halinde Ureticilere koruma saglamasi, pazarlama olanaklarini arttirmasi ve ekonomik getiri
saglayarak kirsal kalkinmayi desteklemesi s6z konusu olabilecektir. Dolayisiyla Tirkiye ekonomisi
acisindan cografi isaretlerin yakindan incelenmesi, Tirkiye’'nin bu avantajlardan ne olgide
faydalandiginin ortaya konulmasi agisindan biiyiik 6nem tasimaktadir.

2.COGRAFi iSARET KAVRAMI VE iSLEVLERI

Cografi isaret, belirli bir bolgede Uretilen bir Urinin, yalnizca Uretildigi bolgeye has karakteristik
ozelikler sergiledigini belirten ad ve isaretlere verilen isimdir (Karaca, 2016). Belirli bir mekana bagli olan
ve drin-cografi koken iliskisini tanimlayan “cografi isaret” terimi ile kastedilen, bir Grini, bir
ybreyle/cografyayla 6zdeslesmis olmasi, bu yoreden kaynaklanmasi ve tiketici gbziinde belli bir
bilinirlige ve kaliteye sahip olmasidir. Uriiniin sahip oldugu ayirt edici ézellikleri, cografi kékenden veya
dogal faktorlerden alabilecegi gibi Ureticilerin Gretim yaparken kullandiklari geleneksel bilgi ve Gretim
teknikleri gibi beseri faktorlerden de alabilir.

Cografi isaretlerin islevleri asli ve tali islevler olarak iki baslik altinda toplanmaktadir. Asli islevleri; ayirt
etmek, cografi kaynak belirtmek, tGriiniin Gretim yontemini ve kalitesini garanti etmek, pazarlama araci
olmaktir. Tali islevleri ise yerel Gretimi ve kirsal kalkinmayi desteklemek, geleneksel bilgi ve kiiltirel
degerleri korumak, turizme katki saglamak, cevreyi ve biyolojik gesitliligi korumak, triin taklitgiligi ile
micadele etmek seklinde tanimlanmaktadir.

Cografi isaretlerin en temel islevlerinden biri, cografi bolgeden kaynaklanan mal ve/veya hizmetleri diger
bir cografi bélgeden kaynaklanan ayni veya benzer mal ve/veya hizmetlerden ayirt etmektir. Markalara
benzer sekilde 6nem taslyan bu ayirt edici 6zellik, bireysel dizeyde degil kolektif diizeydedir ve cografi
isaret tasiyan Urinleri Greten farkli bireylerin birlikte korunmasini saglar ve sinirsiz koruma siresi vardir.
Ancak burada esas olan belli cografyadan gelen, belirli karakteristik kazanmis Grinleri digerlerinden ayirt
etmektir. Cografi isarete konu olan Uriiniin kdkeninin, mutlaka belirli bir cografi alana dayanmasi gerekir.
Zira bu isleve sahip olmayan bir Griinden cografi isaret olarak bahsedilemez. Dolayisiyla bu fonksiyon
cografi isaretin olmazsa olmazlarinin basinda gelir (Caliskan ve Kog, 2012).

Cografi isaretlerin Urlinlin Uretim yontemi ve kalitesini garanti etme fonksiyonu markalarin kalite ve
garanti fonksiyonu ile benzerlik gosterir. Farkli olarak cografi isaretlerde tiiketiciler cografi isaret tasiyan
bir Griinden her satin alislarinda ayni kaliteyi bekler ve isterler. Tiketici tarafindan beklenen ve istenen,
bu kalitenin siirdirilebilirliginin garanti altina alinmasidir. Pazarlama araci olarak cografi isaretler de
markalar kadar tiiketicilerin satin alma kararinda etkilidir. Cografi isaret tasiyan trinler belirli bir nitelige
sahip oldugunu garanti eder ve diger trinlerden farklilasarak tiiketicilerin kendisine yonelmesini saglar.

Cografi isaretler sahip olduklar karakteristik ve geleneksel o6zelliklerle, kaynaklandigi cografyanin
tanitimina biyik fayda saglar. Zira cografi isaretler bagli olduklari yérenin prestijinin bir pargasidir. Buna
en iyi 6rnek, Fransa’nin 6nemli bir semboll haline gelen “Champagne”dir. “Champagne” 6rneginde
oldugu gibi kimi cografi isaretler tilke sinirlarini asarak uluslararasi boyutta llke tanitiminda ve imajinda
onemli bir pay Ustlenmektedir.

Cografi isaretler yerel know-how’u, gelenek ve kiltiiri koruyan, Grliniin 6zglin niteliginin bozulmadan
devamini saglayan, Uretici ile tiiketici arasinda bilginin ve kiltliriin paylasimina imkan veren bir aractir.
Ozellikle nesilden nesile sézIi aktarimla ilerleyen geleneksel ve kiltiirel birikimin bozulmadan
aktarilmasini saglama bakimindan 6nem tasirlar. Tiketicilerin sadece tiikettikleri Girlin hakkinda degil;
bélgenin kiltiiri hakkinda da bilgi sahibi olmasina imkan verirler (Giler vd. 2016).

Cografi isaretler ayni zamanda turizm olaylarini baslatan ve tetikleyen bir misyon da lstlenmektedir.
insanlar cografi isaret tasiyan Uriinlerin bulunduklari bdlgelere seyahat ederek driini yerinde
deneyimleme, Urlinl yerinden satin alma gibi pazarlama faaliyetlerini yapmakta, ayni zamanda tarihi ve
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kiltirel degerleri de bu deneyim sirasinda ziyaret ederek ©nemli bir turizm faaliyeti
gerceklestirmektedirler. Yerel Ureticiler bu sayede hem Urtinlerini daha ¢ok satma imkani elde etmekte
hem de Uriinlerinin bilinirliligini artirarak tanitimini yapmaktadirlar. Ornegin, Tirkiye’nin énemli bir
cografi isareti olarak tescil almis olan Gaziantep baklavasi i¢in i¢ ve dis pazardaki turistler Gaziantep’e
seyahat etmekte, bu Griini yerinde tatmakta ve ayni zamanda sehrin tarihi ve kiltiirel mekanlarini
ziyaret ederek dnemli bir turizm olgusu yaratmaktadirlar (Meral ve Sahin, 2012).

Cografi isaretler Uretimde gesitliligi tesvik ederek; gevreyi, bio-gesitliligi ve dogal kaynaklari koruyarak ve
gelecek nesillere aktariimasina katkida bulunarak bolgeye katma deger ekler. Ureticileri, sahte
kullanimdan dolayi haklarinin gasp edilmesinden; tiketicileri ise aldatiimaktan koruyan bir aragtir.
Boylece hem Urlinln 6zgilin niteligi bozulmadan korunmus olur hem de cografi isaretin Gninden haksiz
bir sekilde faydalanmak isteyenlerin haksiz rekabet ortami engellenmis olur.

Cografi isarete sahip olan Urilinlerin lreticiye ve insan saghgina énemli katkilari bulunmaktadir. Rakip
Ureticiler cografi isarete sahip Urlnlerin taklitlerini Gretemezler. Bu nedenle cografi isarete sahip trlnleri
Ureten Ureticiler rakiplerine gore avantaj saglayarak gelirlerini artirirlar ve bu sayede kirsal bolgelerin
kalkinmasi da saglanir. Ayrica, toplumun kendi Urettigi kaliteli yoresel Griinler ile beslenmesi, insanlarin
bedensel sagligina da olumlu katkilar saglayacaktir. Cografi isaretli triunler, tiketicilere dogru bilgiler
sunulmasi ve tarimsal tretimin gesitliligini arttirdigi i¢in de 6nemlidir.

Cografi isaretler yasayla korunan fikri ve sinai milkiyet haklarindan birisidir. Diger fikri haklarda oldugu
gibi, cografi isaretler de bir tekel hakki saglar. Ancak bu tekel hakki patent, telif haklari ve markada
oldugu gibi bireysel bir hak degil, kolektif bir tekel hakkidir. Bu korumalarin temelinde yatan, cografi
isaretlerin yasal olmayan kullanicilari tarafindan kullanilmasini engellemek ve tiketicilerin Griinin
kaynaklandigi cografi boélge hakkinda yaniltiimasina engel olmaktir. Ureticilerin ve tiiketicilerin
korunmasi sadece ulusal diizeyde kalmayip, uluslararasi diizeyde de koruma saglanmaya ¢alisiimaktadir.

3. COGRAFi iSARETLERIN EKONOMIK ETKILERi

Kiresellesen diinyada ticarette yasanan gelismelerden dolayi, cografi ortam cesitliliginin ve 6zelliklerinin
ortaya cikardigi Grlin zenginliginin ve Urlinin ait oldugu yer ile anilmasinin saglanmasi agisindan cografi
isaret yoluyla korunmasi gittikce daha fazla 6nem arz eden bir konu haline gelmistir. Onceleri sadece
peynir ve sarap Ureten birkag llkenin ilgi alaninda olan cografi isaret glinimuzde fikri ve sinai milkiyet
haklarinin basit bir kategorisi olmaktan ziyade ¢ok daha farkh anlamlar ifade etmektedir. Yoresel
Uriinlerin cografi isaretler ile korunmasi calismalari diinyada olduk¢a eskiye dayanmaktadir. Ornegin
Parmesan Peyniri italya’da 1612 yilinda yayinlanan bir kanun ile korumaya alinmis ve yalnizca Parma
yoresindeki Ureticilerin bu peyniri Uretebilecegi belirtilmistir. italya, Fransa gibi ilkelerde korumaya
sahip Urlnlere yonelik 6nemli bir geleneksel ilgi vardir ve bu Urlnler artik, Uretildikleri bélgenin
sinirlarini asip diinyaca taninmis triinler haline gelmislerdir (Demirer, 2010).

Cografi isaret korumasindan diger fikri milkiyet haklarinda oldugu gibi en ¢ok gelismis Ulkelerin
faydalandiklari goriilmektedir. Buna karsin gelismekte olan Ulkelerin cografi isaret korumasindan,
dolayisiyla da ekonomik kazanglardan yeterince faydalanamadigl bilinmektedir. Bu ilkelerde cografi
isaret korumasinin saglayabilecegi ekonomik kazanglarin elde edilebilmesi igin gerekli kurumsal
altyapinin tesis edilmesi gerekmektedir. Bu takdirde cografi isaret korumasinin kirsal alanlara gelir ve
istihdam saglayan, ihracat gelirlerini arttiran bir politika araci olarak kullanilmasi miimkin olacaktir.

Cografi isaretlerin ekonomik 6nemine iliskin tartismalarda Ureticilere koruma saglamasi, pazarlama
olanaklarini artirmasi ve kirsal kalkinma igin gliclii bir arag¢ olmasi gibi li¢ ana baslik karsimiza ¢ikmaktadir
(Oraman, 2015).

3.1. Cografi isaret Tescili Ureticiye Koruma Saglar

Cografi isaretlerin en temel fonksiyonlarindan biri cografi bolgeden kaynaklanan mal veya hizmetleri
diger bir cografi boélgeden kaynaklanan ayni veya benzer mal veya hizmetlerden ayirt etmektir (Oraman,
2015). Bir Grlinlin cografi isaret tescili almasi, Grlinin geleneksel ve yoresel 6zelliklerinin korunmasinin
garanti edildigini, Gretimin kontrollii bir sekilde yapilacagini, triiniin ve Uretim slirecinin denetime tabi
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oldugunu gosterir (Avsar,2016).. Uriiniin orijinaline uygun sekilde dretiminin yapilmasi ile (retici
emeginin karsiligini almaya baslar, itibari ve geliri artar, cografi isaretli Grinlerin Gretimi tesvik edilmis
olur (Asan, 2016). Cografi isaretli Grunler tiketicide nadir bulunurluk, 6zglinlik ve egzotik olma algisi
yaratarak rakipleri karsisinda farklilasmasini saglar. Boylece cografi isaret tescili Grline ayirt edici
dzellikler kazandirarak katma degerini artirir ve Ureticiye rekabet iistiinligii kazandirir (Ozsoy, 2015).

Standart Uretimden daha karli olan cografi isaretler gibi 6zglin Uretimler, bu 6zellikleri sebebiyle “nig
pazarlarin” gereksinimlerini karsilayan bir arag olabilirler. Zira dar kapsamli bu pazar béliminde
musteriler, ihtiyaglarini en iyi karsilayan urline yiksek meblag 6deme giiciine sahiptir. Nis pazarlama,
daha ¢ok esnek kabiliyet glicline sahip kiiglik isletmeler tarafindan uygulanir. Nis pazarlama uygulayan
firma, Urettigi mala/hizmete ekledigi degerler nedeniyle, maliyetlerinin Gzerine 6nemli bir kar payi
koyabilir.

Ureticileri cografi isaret lretimine iten dnemli bir sebep de hi¢ kuskusuz s6z konusu Griiniin icerdigi ek
fiyattir. Bu sayede dreticiler ‘diizenli’ bir Gretimden elde edecekleri gelire kiyasla daha ¢ok gelir elde
etme imkani bulduklarindan ek fiyat igeren uriinlere daha ¢ok yatirrm yapmak isterler. Bu tip urin
Uretenlerin ¢ogunlugunun kigik olgekli isletmeler oldugu dikkate alinirsa ek fiyatlar bu isletmelerin
ayakta kalmasina yardimci olacaktir. Yapilan galismalar, cografi isaret tasiyan Urlnlerin perakende
fiyatlarinin, benzerlerine goére daha yiksek fiyata sahip oldugunu géstermektedir. Zira tiiketiciler, bu
fiyat farkliigini islem-iiretim taahhiidii ve kalitenin maliyeti olarak degerlendirirler. Ornegin Fransa’da
peynirlerde cografi isaret ile diger peynirler arasindaki fiyat acigi %30 iken; sarap gibi 6zellikli bir Griinde
bu fark %230 gibi buyik ve 6nemli bir seviyeye ulagsmaktadir. Cografi isaretin deger yaratmasinin bir
diger gostergesi de cografi isaretli Griin Giretimi yapilan yerlerin kiymetlenmesidir. Uriiniin cografi isaret
olarak tescili Uretimi arttirdig kadar toprak degerini de artirir (Demirer, 2010).

3.2. Cografi isaretli Uriinlerin Pazarlanma Olanag Artar

Cografi isaret tescili sayesinde bir Grliniin pazarlama olanaklari daha genis bir 6lcege yayilir. Cografi
isaret tescilli Grtinler Gretildikleri bolge disinda farkli pazarlara giris imkani bulurlar. Pazarlama
stratejisinin en 6nemli araglarindan olan reklam, Grinin ve Gretim yerinin bilinirliginin saglanmasinda
oldukga etkilidir. Tuketicilerin algisinda yer alan triin imaji Glke imaji ile dogrudan baglantilidir. Cografi
isaret tescili yalnizca Uriiniin degil Uretildigi cografyanin da imajini etkiler ve tanitimini yapar. Bu
anlamda cografi isaretli Grlinler 6zellikle turizm sektorii agisindan ciddi bir potansiyele sahiptir (Tepe,
2008).

Tiketiciler agisindan cografi isaret, s6z konusu Grliniin glvenilir, yliksek kaliteli ve orijinal triin oldugu
anlamina gelir. Uriinlerde cografi isaret olmadigl takdirde, o iriinii, benzeri taklit Giriinden ayirmak
neredeyse imkansizdir. Tuketiciler cografi isaretleri, trinlerin kdken ve kalitesini belirten bir unsur
olarak algilamakta ve daha fazla fiyat 6demeye hazir olduklari gérilmektedir. Clnk tuketiciler cografi
isaret sayesinde, UrlUnun Uretim yeri ve Uretiminde kullanilan malzemelerin orijinalli§inden emin
olurken, bir sonraki satin almada yine ayni Uriine yonelim gerceklestirir. Bu sekilde tiiketicilere given
saglama, tliketicilerin satin alma davranislarini yonlendirme ve tiiketici sadakati yaratilmis olur.

Cografiisaretli Girlinlerde yiksek seviyede tiiketici sadakati s6z konusudur. Tiketiciler gelirleri artip, daha
fazla kazandikca genis yelpazedeki triinlere yonelerek tikettikleri miktarlari artirmaktan ziyade yiksek
kalite ararlar. Dolayisiyla gidalarin gercek ve giivenilir oldugu konusunda garanti isterler. iste bu noktada
cografi isaretli Urtnler, Grinin belli bir bolgeden geldigi (bu kavram ‘ispat edilebilirlik’ olarak da ifade
edilmektedir) ve 6zel bir yolla lretildigi konusunda tlketiciler arasinda giiven tesis etmenin bir yoludur.

3.3. Cografi isaretli Uriinler Kirsal Kalkinmanin Giiglii Bir Aracidir

Son vyillarda alternatif turizm tirlerinden kirsal turizme olan ilginin arttigi dikkat ¢ekmektedir. Kirsal
turizm bilesenlerinin basinda kirsal yasam ve kirsal yasamin bir unsuru olan beslenme aliskanliginin turist
cekme potansiyeli, kirsal turizm icin dnem arz etmektedir. Ornegin sarap, peynir ve et driinlerinin
Fransa, ispanya, italya gibi Ulkelerde tanitimi kiiltiirel turizm, kirsal turizm, gastronomi turizmi, eko
turizm gibi faaliyetler ile yapilmaktadir. Bu Ulkeler gida Uriinleriyle turist cekmekte, turizm gelirleri ile

74



XVI. IBANESS Congress Series on Economics, Business and Management — Istanbul / Turkey September 11-12, 2021
XVI. IBANESS iktisat, isletme ve Yonetim Bilimleri Kongreler Serisi — istanbul / Tiirkiye 11-12 Eyliil 2021

yerel ekonomide canlanma meydana gelmektedir. Turizme konu olan bu tir Grlnlerin birgogunun
cografi isaret tescili almis Urlinler olmasi, cografi isaret konusunun kirsal turizm igin kritik 6nemde
oldugunu gostermektedir (Kan, 2011). Ek olarak, cografi isaretli Grinler, bélgede Uretilen diger mal ve
hizmetlerin de taninmasini saglamakta ve yerel Ureticiler daha ¢ok Griin satma ve Grlinlerinin tanitimini
yapma firsati bulmaktadir.

4. COGRAFi iSARETLERIN KORUNMASI VE EKONOMIK ONEMI

Cografi isaret korumasi Uriine piyasa kimligi kazandirir, bulus ve diger yaratici faaliyetleri tesvik eder
(WIPO, 2003). Ekonomik teori agisindan kolektif bir tekel hakki bigimi olarak gorilebilir ve bu hak belli
Olglilerde Ureticilerin mallarinin piyasada farklilastirlmasina olanak saglar ve ayni zamanda piyasaya
diger Ureticilerin girisini engeller (Rangnekar, 2004).

Uriinlerin cografi isaretle korunmasinin hem iretici, hem tiiketici hem de mevcut Uriiniin Gretiminin
yapildigi bolgeye/ulkeye pek ¢ok faydasi bulunmaktadir. Cografi isaretli Grtinlerin korunmasinin tGlkedeki
her kesime fayda sagladigini sdylemek yanlis bir ifade olmayacaktir. Cografi isaret ile kirsal kesimlerde
Uretim desteklenirken, bu yorelere strekli bir gelir akisi da saglanmaktadir (Tuncay, 2009). Ayrica cografi
isaret korumasi, ticareti artirip s6z konusu Grlnlerin dis piyasalarda daha fazla yer bulmasina olanak
saglamaktadir. Ornegin sarap ve sert ickilere iliskin 500 e yakin tescilli cografi isareti olan Fransa’da,
sarap ve alkolll icki Giretiminin yaridan fazlasi bir cografi isaret korumasina sahip olarak tretilmektedir.

Cografi isaretler ile korunmus Urinler yerel Ureticiler tarafindan kalite ve givenilirligi tescillenerek
onemli bir pazarlama araci haline gelmeye baslamistir. Cografi isaretler, 6zellikle yerel Ureticilerin pazara
yonelik Gretim yapmalari konusunda cesaretlendirmesi, daha kaliteli Giretimde bulunmalari igin tesvik
araci olarak kullanilmasi ve yerel dinamiklerin canlandiriimasi bakimindan énem tasimaktadir. Bu
drunlerin tescil ile korunmasi; Ureticilere koruma saglama, pazarlama olanaklarini arttirma ve ekonomik
getiri saglayarak kirsal kalkinmayi destekleme gibi avantajlar saglamaktadir (Gokovali, 2007: 143).

Cografi isaretler katma deger ve istihdam yaratir. Cografi isaretler, {reticilere iriinlerini yiiksek fiyatla
pazarlama olanagl saglar. Yaratmis olduklari katma deger ve is olanaklari ile kirsal niifusu yerinde
tutarak, kirsal goci engeller ve ayni zamanda ¢ok onemli bir istihdam kaynagidir. Bu yoni ile cografi
isaretler gergek kirsal kalkinma araglaridir. Bu nedenle gliniimiz kirsal kalkinma politikalari giderek yerel
Urlinler ve degerlere saglanan desteklerle 6n plana gikmaktadir. Ekonomik kalkinma bakimindan cografi
isaretler sadece kapsadiklari bolgelerin Ureticileri Gzerinde degil, tliccar, islemci ve ihracatgilar Gzerinde
de etkili olarak tedarik zincirinin gelismesine ve kirsal bittinlGgln saglanmasina olanak vermektedir.

Ornegin "Parmesan Konsorsiyumu" 2017 verilerine gére italya’nin 13. asirdan beri korunan bu (inlii
peynirin deger zincirinde tam 50.000 kisi calismakta, yillik 2,4 milyar Avro’ya ulasan cirosuyla Parmesan
Uretim bolgesine (Parma, Reggio Emilia, Modena, Bologna ve Montava) mithis bir dinamizm
vermektedir. Benzer sekilde Fransa’nin tescilli en eski cografi isareti olan Roquefort, yaratmis oldugu
katma deger ve istihdamla gercek bir kirsal kalkinma araci olmustur. 636 nifuslu Roquefort kdyiinde
Uretilen ve Combalou dogal magaralarinda olgunlastirilan bu peynirin deger zincirinde 10.000 kisi
¢alismaktadir. Roquefort yillik ortalama 330 Milyon Avro degerindeki tretimiyle, koken adi bélgesinin en
buyuk ekonomik gtictdir (Tekelioglu, 2008).

Ciografi isaret korumasinin ekonomik etkisi, cografi isaretin Uriine piyasa kimligi kazandirmasi ve Uriin
farkhlastirmasina yol agarak triine daha yiksek bir fiyat verilmesinden kaynaklanir (WIPO, 2003). Cografi
isaret korumasi yerel ureticilere kendi markalarini yaratma ve bundan ticari kazang elde etme imkani
saglamaktadir. Sayilan bu ekonomik kazanglarin saglanmasi igin ¢ok yliksek miktarlarda AR-GE
harcamasinin yapilmasina gerek yoktur; bu ekonomik kazanglar zaten var olan bir Griiniin korunmasi ile
elde edilebilir ve patentlerde oldugu gibi cok kompleks faaliyetlere gerek kalmaz (WIPO, 2003).

Diger taraftan, diinyada cografi isaret ve yaratici faaliyetlere uygulanan koruma karsilastirildiginda ¢ok
bliyik bir tezathk goriilmekte, gelismis Ulkelerin Fikri mulkiyet haklarinin kendi lehlerinde kullanma
egiliminde olduklari ortaya ¢ikmaktadir. Yaratici faaliyetlerin korunmasi (patent, telif haklari) konusunda,
gelismis Ulkeler, gelismekte olan (lkelere, bu (lkelerin bir an evvel uluslararasi anlasmalara uymalari
gerektigi konusunda baski yapmaktadirlar. Ancak, gelismis Ulkeler cografi isaretler konusunda ayni
titizligi gostermedikleri gibi, cografi isaret korumasinin genellestirilmesini de istememektedirler.
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Uluslararasi anlasmalarda, cografi isaret korumasi sarap ve alkollii iceceklerde tam anlamda bir koruma
saglamakta ve bu korumadan da en fazla Fransa faydalanmaktadir. Sarap ve alkolli iceceklere saglanan
korumanin diger cografi isaretlere saglanmamasinin gerekgesi olarak rekabetin engellenecegi, bu
Urlnlerde ticaret kisitlamalarinin olusmasi, tekel hakkinin daha da genisleyerek tiketici fiyatlarinin
artmasi gibi nedenler ileri slirilmektedir (Addor vd, 2003).

5. COGRAFi iSARETLERIN iHRACAT PAZARLAMASI AGISINDAN ONEMI

Tirkiye’de cografi isaretler, 555 Sayili Cografi isaretlerin Korunmasi Hakkinda Kanun Hiikmiinde
Kararname kapsaminda korunmakta ve belirgin bir niteligi, (inl veya diger 6zellikleri itibariyle kdkenin
bulundugu bir yére, alan, bélge veya iilke ile dzdeslesmis bir iriinii gdsteren isaretler “Cografi isaret”
olarak adlandiriimaktadir. Cografi isaretler tim dinyada oldugu gibi Tirkiye’de de gincelligini
sirdirmekte ve Ureticiler icin 6nemini korumaktadir. Tiirkiye cografi konumu ve yer sekillerinin gesitliligi
nedeniyle dort mevsimin yasandigi, ayni anda birden fazla iklim kosullarinin goriildigi ender (lkelerden
biridir. Turkiye’nin gerek dogal kosullari gerekse kiltirel zenginligi cografi isaret niteligi bulunan
triinlerin elde edilmesine olanak saglamaktadir. iklim sartlari ve topografik sartlar nedeniyle AB
Ulkelerinin birgogunda yetisme alani bulunmayan bu drinlerin Glkemizde yetisebilmesi 6nemli bir
ihracat firsati sunmaktadir.

Cografi isaretler tiketiciyi yonlendirir, kaliteli beslenmesini saglar. Bu nedenle gida giivenliginin temel
araglaridir. Halen tiim diinyada ve ozellikle Avrupa’da gida tiiketiminde en dinamik sektorlerden birisi
yoresel Urlnler, bir baska deyimle cografi isaret piyasasidir. Cografi isaretli Grinler ilk olarak tarim
ekonomisi daha sonrada pazardaki isletmeler icin ¢cok 6nemli ekonomik faaliyetlerdir. Bu lokomotif
gorevi goren yiksek kaliteli Griin sinifindaki cografi Grlinler o bdlgenin kiltirel degerleri ile birleserek
nihai pazardaki tiketiciler Gzerinde gok yliksek diizeyde marka degerine ve marka bilinirliligine sahip
olurlar. Bu yliksek marka bilinirliligi o Griniin hem fiyatindaki yukselis ile daha karli satig getirisi
saglarken hem de o Urlnln ihracat pazarlama faaliyetleri ile dis pazarlarda farkh pazarlar yakalama
sansini dogurur.

Cografi isaret tasiyan Urlnlerin tiketiciler tarafindan tercih edilmesinde giiven ve yoresel kiltar
kavramlarinin yaratmis oldugu farkhhk tlketicilerin satin alma davranislarinda ayricalik yaratmaktadir.
Ancak, tlkemizde cografi isaret potansiyeli tasiyan Urilnlerin bilhassa ihracat pazarlamasinda ¢ok fazla
yer almadigl ve mevcut yerel markalarin cografi isaret tasiyan Urinleri marka stratejilerine tam olarak
entegre edemedikleri gortlmektedir. Bu durum Uriinlerin markalagsmasina engel olmanin yani sira
ihracat pazarlamasinin da istenilen diizeyde olusmamasina yol agmaktadir. Birgok diinya markasina
bakildiginda trettikleri Grtinlerdeki cografi isaret potansiyeli tasiyan Urtinleri 6n plana gikararak bunlari
basarili bir pazarlama stratejisi olarak kullandiklari gériilmektedir. Ozellikle ihracat pazarlamasindaki
marka stratejilerinin gelistirilebilmesi icin markalasma sirecinin sistematize edilmesi ve tanitim
faaliyetlerine yeterli 6nemin verilmesi gerekmektedir (Sahin, 2013).

Bu olanagin degerlendirilebilmesi icin cografi isarete konu olan Griinlerin en kisa zamanda AB tarafindan
tescil edilmesi son derecede dnemlidir. Bunun yaninda belirli bir bélgede iretilen Griinlerin tretimlerinin
desteklenmesi ve dreticileri cografi isaretler konusunda bilinglendirici faaliyetlerin dizenlenmesi
istihdam ve gelir artisi saglanmasi, pazarlarda uzun vadeli yer edinme olanaginin yakalanmasi ve
Urlinlerin tanitilmasi bakimindan olduk¢a énemlidir. Yakin ge¢mise kadar llkemizde pek bilinmeyen
cografi isaret adi ve Grin standardi, Avrupa Birligi uyum siireci ile ticaret hayatimiza girmistir. Ancak,
Avrupa Birligi'nin cografi isaretlere bakis agisi sadece tarimsal urinlerle ilgilidir. Burada Avrupa Birligi,
haksiz rekabetin 6niline gecmek, yiksek kalitede Uriin standardi olusturmak, tarimsal Griin desenini
arttirmak ve Urtnler hakkinda tiiketicileri bilgilendirmek gibi bir dizi amacglari icermektedir.

Tirk Patent Enstitlisi verilerine gore Glkemizde 315 adet Griinin cografi isaret tescil islemi yapilmistir.
Bu Urunlerin bliyik bir cogunlugnun tarimsal Uriinlerden ya da kaynagini tarimdan alan Grinlerden
olustugu gorilmektedir. Avrupa Birligi tarafindan tescil almis sadece 3 Grintmiz (Antep Baklavasi, Aydin
inciri ve Malatya Kayisisi) bulunmaktadir. Verilecek desteklerle cografi isaret standardinin olusturulmasi
dis ticaretimizde en fazla paya sahip Avrupa Birligi llkeleri ile ticari iliskilerimizi daha da gelistirecektir.
Cografi isaretli Grinlerin ihracata konu olabilmesi igin ihracat yapilacak bolgelerdeki beklentilere ve Girlin
standartlarina yiiksek oranda uymasi gerekmektedir. Bir Griinin uluslararasi ticarette tercih edilmesinin
en 6nemli nedenleri, {irlinlin o cografyada bulunmamasi ya da istenilen kalite diizeyinde olmamasidir.
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Cografi isaret uygulamasi, “yerelligin diinya ile bulusmasi” sloganiyla yerel ve otantik Urinlerin
korunarak gelecek nesillere bozulmadan aktarilmasi amaciyla alinan bir dizi yasal tedbir olarak
tanimlanmistir. Cografi isaretlerin alinmasinin temel amaci, belirli bir cografi sinirlar icinde yetisen
Urlnlerin, Gretim yontemleri ve kalite standartlarinin korunmasinin saglanmasidir. Ayrica, cografi isarete
sahip Grlnler yasalar ile de korundugu igin ayni isim altinda taklitlerini tGretmeye c¢alisanlar hakkinda
cezai islemler uygulanir. Cografi isaretlerin temel ekonomik fonksiyonu, Griiniin ilgili oldugu {ni
korumaktir. Cografi isaret ilk olarak tiketicilerin tercihlerini yénlendirerek bu triinlere olan talebi etkiler
ve tiketicilerin o Girlinli diger Grlinlerden ayirt etmesini saglayarak triine bir kimlik kazandirir. Dolayisiyla
bir Grlinlin cografi isaret tescili ile korunmasi insanlarin aldatiimasini engeller.

Kiresellesme bir yandan diinya ¢apinda Urlnlerin standardizasyonunu saglayip tiketici tercihlerini ayni
yonde etkilerken, diger taraftan hayatin her alaninda yerel ve kiiltiirel kimliklerin eksikligini online
gecilemez bir sekilde gozler 6niine sermektedir. Bu durumun gida sektoérindeki karsiligi tiiketicinin yerel
Urunlere ve gesitlilige yonelmesidir. Homojenlesen yemek kultiriine tepki olarak dogan “fast food”
kaltirinun toplumsal hayat Gzerindeki olumsuz etkilerini vurgulayan “slow food” hareketi bu durumun
en goze c¢arpan ornegidir. Bu gelismeler ozellikle gelismis tlkelerde fiyat disi faktorlerden (kalite, Un,
imaj...) yararlanan rekabeti artirmakta, dolayisiyla tiretim yerini, yontemini ve kalitesini garanti eden,
tliketicisine yerel kimlik ve klltlr aktaran cografi isaretler nem kazanmaktadir (Tepe, 2008).

6. SONUC

Tirkiye sahip oldugu olaganisti zengin cografi isaretli Griin potansiyeli ile kendisine ¢ok 6nemli
ekonomik, sosyal ve kiiltiirel kazanimlar saglayabilecek ender (lkelerden birisidir. Bu potansiyelin
degerlendirilmesi ise kurulacak ideal bir cografi isaret sistemi ile mimkindir. Cografi isaretler ile
drunlerin korunmasi gelismekte olan ulkeler igin potansiyel ekonomik kazanglar icermesine ragmen
mevcut gelismeler gdstermektedir ki, Ci korumasi en gok gelismis Avrupa iilkelerine fayda saglamaktadir.
Clnku Avrupa ulkeleri yasal altyapilarini kurarak bircok cografi isaret yaratmislardir. Degisik iklim
kusaklarina, farkli kdltiirel miras ve beseri sermayeye sahip olan Tirkiye’'nin ¢ok blyuk bir Grin
cesitliligine sahip olmasina ragmen, korunan cografi isaret sayisinin ¢ok az olmasi biliyik bir tezat
olusturmaktadir. Bunun nedenleri arasinda Ureticilerin cografi isaret korumasi ile ilgili bilgilerinin az
olmasi veya hi¢ olmamasi, bu hakkin bireysel degil, kolektif bir hak olmasi gibi nedenler yatmaktadir.

Cografi isaret ile korunan uriinlerde biiyiik bir ihracat potansiyeli bulunmaktadir. ihracat potansiyelinin
arttinlabilmesi ile kirsal bolgelere gelir transferi saglanacaktir. Enflasyon, issizlik, dizensiz gelir gibi
problemler ile yasayan kirsal kesime bu sekilde sinirli da olsa bir kaynak aktarilmasi mimkiin
olabilecektir. Tiirkiye’ye 6zgl tarimsal ihrag Urtinlerinin yurt disinda cografi isaret ile korunmasi buradan
saglanan gelirlerin uzun donemde artmasini saglayacaktir. Katma degeri yiiksek trtnlerin ihracati sadece
ilgili yore halkinin gelirlerinin artmasi icin degil, Turkiye’nin slrdlrllebilir blylimesi icin de bir kaynak
saglayacaktir. Patent ve telif haklari gibi yaratici faaliyetler sonucunda elde edilen korumalardan
gelismekte olan ulkelerin daha az faydalandiklari ve goreli olarak bunlarin yaratilmasinda dezavantajlara
sahip olduklari distinllrse, cografi isaret korumasinin dogasi geregi gelismekte olan tlkelere avantajlar
saglayacagi ve bu ylzden gelismekte olan Ulkelerde tesvik edilmesi gerektigi sdylenebilir.

Gelismis Ulkeler uluslararasi anlasmalarla sarap ve alkolli iceceklerde tam anlamda bir koruma
saglamislardir. Bu korumadan en fazla Fransa faydalanmaktadir. Sarap ve alkolli iceceklere saglanan
korumanin diger cografi isaretli trtinlere saglanmasi ise engellenmektedir. Bu ylzden essiz bir cografi
isaret potansiyeli olan Tirkiye’nin sadece 3 (rlini AB tarafindan tescil edilmistir. Bu uygulamanin
gerekgesi olarak rekabetin engellenecegi, bu Urinlerde ticaret kisitlamalarinin olusmasi, tekel hakkinin
daha da genisleyerek tiiketici fiyatlarinin artmasi gibi nedenler ileri surilmektedir. Cografi isaret
korumasinin rekabeti engelledigi iddiasi tutarli degildir. Bu nedenle uluslararasi alanda bu haklarin
genisletilmesi, bu tarz Urlinlere gorece daha fazla sahip olan az gelismis veya gelismekte olan llkelere
fayda saglayacaktir. ihracatlari hammaddeye dayanan bu iilkeler icin yeni ve daha yiiksek fiyattan ihracat
imkanlari dogacaktir. Avrupa Birligi'ne Uye ulkeler cografi isaretlerine kiiresel anlamda etkin bir koruma
saglarken, bu korumanin gelismekte olan (ilkelerden esirgenmesi, bu Ulkelerin dis ticaretten potansiyel
ekonomik kazanglarin saglayamadigina isaret etmektedir.

Tirkiye, cografi konum 6zelliklerinin sagladigi kosullara bagli olarak cografi isaret potansiyeli yiksek bir
Ulkedir. Yiiksek cografi isaret potansiyeline karsin Tiirkiye’de glinimize degin 315 Grln igin cografi isaret
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tescili saglanmistir. Bu sonug, Turkiye’de cografi isaret kavraminin heniiz tam olarak bilinmedigini ve
oneminin vyeterince anlasiimadigini gostermektedir. Dinyada birgok (lkenin sahip olmadigi bu
potansiyel, Tirkiye icin blylk bir sans, biiytk bir firsat olup ¢ok iyi degerlendirilmesi gerekmektedir. Bu
da ancak etkin bir Ccografi isaret sisteminin kurulmasi ile mimkindir. Ancak Tirkiye’de cografi isaret
konusuna gereken 6nemin verildigini sdylemek miimkiin degildir. Bunun temel nedeni konunun uzun
siire yeterince anlasilamamis olmasi ve uygulamadaki sorunlardir.

Cografi isaret sistemi; tescil, yonetisim ve denetimden olusan bir sistemdir. Sistemin basarisi bu Ug
unsurun uyumlu ve basarili galismasina baglidir. Tescil sadece bir baslangi¢ olup Urline bir katma deger
saglamaktadir. Ancak kalitenin ve katma degerin sirdirilebilmesi etkin bir yonetisim ve denetimin
varligina baghdir. Nitekim yonetisim boslugu nedeniyle olumsuz gelismeler yasanmakta ve ig
denetimlerde yetersiz kalinmaktadir. Denetimsiz bir cografi isaret sistemi diisiinilemez. Clinki sisteme
mesruiyetini veren denetimdir. Fransizlarin 14. ylzyildan beri korunan Unli Roquefort peyniri yilda
ortalama 400 denetimden ge¢mektedir. Ulkemizde de iiretim, depolama ve satis asamalarinda yapilmasi
gereken dig denetimleri gergeklestirecek AB standartlarina goére akredite olmus bagimsiz, tarafsiz ve
donanimli 6zel denetim kuruluslarinin ivedilikle yagama gegirilmesi gerekmektedir.

Bu c¢alismada kamuoyu ve akademinin ¢ok az asina oldugu cografi isaret konusu tanitilmaya galisiimis,
cografi isaretler ve ekonomik etkileri incelenmis, ancak veri yetersizligi dolayisiyla daha detayl bir analiz
yapilamamistir. Cografi isaret ile korunan Urtnler ile ilgili fiyat, satis rakamlari, istihdam diizeyi, ihracat
rakamlari, hammadde fiyatlari gibi detayl bilgiler koruma 6ncesi ve sonrasinda karsilastirilarak, kar
marjinin artip artmadigi, ihracat yapilip yapilmadigi gibi konular incelenebilir.
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Abstract: Globally the institutional environment is rapidly changing and research findings become obsolete faster
than before. Bulgaria is no exception to this process. The limited number of existing studies in social
entrepreneurship (SE) are done before or shortly after the adoption of the Law on enterprises of the social and
solidarity economy (LESSE) in 2019 and do not have a chance to observe and analyze the result of its
implementation. The paper aims to fill this gap and shed some light upon the adequacy of the existing regulations,
regarding SE development in Bulgaria. It identifies some problem areas in the legislation and offers alternatives for
solving them. The study is based on a qualitative approach within a descriptive research strategy. Data is collected
through the following methods: content analysis of government documents and statistical data, semi-structured
interviews and analysis of good SE practices in Bulgaria. The findings indicate that the investments made so far in
support of social entrepreneurship are not sufficient to build sustainable business models. There is a need for
accessible and logically diverse tools for financing start-up and developing social enterprises, such as project
financing. Along with this, there is a need for the introduction of accelerator programs and investment funds for
social impact.

Keywords: Social entrepreneurship, state support, social enterprise.

1. INTRODUCTION

Nowadays many scholars, practitioners and policy planners focus their attention on social
entrepreneurship (SE), influenced by the increasing recognition of social purpose organizations and their
impact on social value creation (Bacq & Janssen, 2011; Lurtz & Kreutzer, 2017). As a result, it is studied
from different angles. Some researchers view it as a corporate social responsibility activity (Biggs et al,
2010) or as a tool for achievement of environmental and social goals (Rahdari et al., 2016; Littlewood &
Holt, 2018), while others describe it as a process, operated by government and non-profit organizations
with business principles (Dawson & Daniel, 2010; Stecker, 2014).

Although studies in SE have been examined in different aspects and sectors, the role of state
government in social entrepreneurship research has not been satisfactorily discussed (Bozhikin et al.,
2019). There is no doubt that state support is essential for encouraging the formation of social
enterprises and developing SE (Stephan et al., 2015). However, there are only limited number of studies
that examine the role of SE state regulations. Among them we can mention the work of Yoon & Kim
(2016), concerning the policy of Korean government for improving SE competiveness and the
comparative survey of Borges Ladeira & Vier Machado (2013), presenting state policies for SE promotion
in the UK, Hong Kong, Denmark and Brazil.

There are some attempts to study state support for SE in Eastern Europe, as well. Scholars from
Romania (Badulescu et al., 2013), Ukraine (Halunko et al., 2018) and Litva (Greblikaité, 2012)
recommend specific policies to their governments. Russian scholars are not lagging behind. According to
Umnov et al. (2018), the institutional environment in Russia supports SE. Bekmansurov et al. (2019)
uphold this statement and make a comparative analysis of support measures in Russia and Western
countries, while Dolgorukova et al. (2019) conclude that in order to promote the development of social
business initiatives, the actions of Russian government should have more focus on local and regional
level.

Globally the institutional environment is rapidly changing and research findings become obsolete faster
than before. Bulgaria is no exception to this process. The limited number of studies available in this
research area are done before (e.g. Krastev, 2018) or shortly after (Terziev & Georgiev, 2019) the
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adoption of the Law on enterprises of the social and solidarity economy (LESSE) in 2019 and do not have
the opportunity to observe and analyze the result of its implementation.

The paper aims to fill this gap and shed some light upon the adequacy of the existing regulations,
regarding SE development in Bulgaria. It identifies some problem areas in the legislation and offers
alternatives for solving them.

The research philosophy of this study adopts an inductive content analysis perspective. The study is
based on a qualitative approach within a descriptive research strategy. Data is collected through the
following methods:

e Analysis of 38 publicly available documents, regarding national policies, legislation and programs,
current as of March 31, 2021.

¢ Analysis of statistical data from the Register of Social Enterprises, relevant to the research topic and
published for free access on the website of the Ministry of Labor and Social Policy.

e Semi-structured interviews and public discussions related to the topic of the survey, conducted in the
period November 2020 - March 2021.

e analysis of good SE practices in Bulgaria.

The paper is organized in six sections. The next section presents the forms and types of social
enterprises according to Bulgarian legislation. The third section explores the opportunities for
registration of social enterprises. The fourth section is dedicated to the taxation and tax relief of social
enterprises, while the fifth discusses state aid problems and other challenges, faced by social
entrepreneurs. Finally, main conclusions and future research directions are outlined.

2. FORMS AND TYPES OF SOCIAL ENTERPRISES

2.1. Organizational and legal forms for creating a social enterprise in Bulgaria

In its resolution the European Parliament outlines the essential features of “social enterprises”, and the
Member States have the freedom to further develop and specify these features in accordance with their
local legislation, historical development and traditions in the field of the social economy.

In this context, for Bulgaria social is the enterprise that combines entrepreneurial activity with a social
goal and achieves social impact.

There are also traditional industrial enterprises that adopt and implement their social responsibility
programs, but this does not place them among social enterprises (Urbano et al, 2010).

The Law on enterprises of the social and solidarity economy does not regulate a special legal
organizational form under which the social enterprise must be registered. Therefore, it can be
differentiated into any of the traditionally known legal forms for an enterprise — sole trader, commercial
company, non-profit legal entity (NPLE), which carries out additional business activities related to its
mission or as a cooperative. With regard to non-profit organizations, the Law on enterprises of the social
and solidarity economy! allows them to be designated to carry out activities for private or public benefit,
in accordance with the requirements of the Law on Non-Profit Legal Entities (LNPLE)?.

The practice has established several legal and organizational forms as the most preferred for the
formation and development of social entrepreneurship. These are:

1 Law on the enterprises of the social and solidarity economy, published in the State gazette, issue 91 from 02
November 2018. In force from 02.05.2019.

2 Law on non-profit organizations, published in the State gazette, issue 81 on 06 October 2000. In force from
01.01.2001
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. A NPLE (association or foundation), that performs additional and mission-related business
activity.

. A commercial company, which is owned by a NPLE and through which its additional economic
activity is separated.

. A commercial company that has been registered as a specialized enterprise for people with
disabilities.

. A cooperative that has been registered as a cooperative for people with disabilities.

There is no obstacle for a social enterprise to be registered as a traditional commercial company and not
to be registered as a specialized enterprise. In these cases, however, it should be guaranteed according
to the internal organizational documents of this company that it develops its economic activity by
achieving a lasting socially measurable effect (Bedi & Yadav, 2019; Pless, 2012; Santos, 2012) and is
managed transparently.

2.3. Types of social enterprises

Current studies focus on specific aspects of social enterprises (Phillips et al, 2015; Dufays & Huybrechts,
2014; Kraus et al, 2014; Lee, Battilana, & Wang, 2014) or provide a broad overview of social
entrepreneurship research as an academic subject of research (Hota et al, 2019; Sassmannshausen &
Volkmann, 2018; Choi & Majumdar, 2014). In this line of thought, analyzing only two annual
observations on the Law on enterprises of the social and solidarity economy and its impact, we consider
it necessary to accumulate empirical material, which would be the basis for more in-depth conclusions
and proposals for possible legal changes. In particular, the Law provides two categories of social
enterprises (class A and class A+) according to the scale of their activity or the characteristics of the staff
(how many and what people are employed in it, what income it realizes and reinvests in achieving the
socially measurable effect).

A class A social enterprise must meet the following criteria:

1. It carries out social activity that produces social added value, determined according to the
Methodology for determining the social added value® and

2. Itis managed transparently with the participation of the members, workers or employees in making
decisions according to the founding contract, statute or other constituent documents, via a
procedure,

3. When at least one of the following requirements is present:

e More than 50% and not less than BGN 7500 of the positive accounting financial result of the
enterprise after taxation for the last reporting period is spent for social activity or purpose, or

e Not less than 30% and not less than three persons from the employees in the enterprise are
from the vulnerable groups listed in the law.

A class A+ social enterprise must meet the following criteria:

1. It meets the conditions for registration of a social enterprise class A and
2. It meets at least one of the following additional conditions:

e The social added value is realized entirely within the administrative boundaries of
municipalities, which for the previous year have unemployment rates equal to or higher than
the national average compared to the available statistical data as of the date of submission of
the application for entry in the register;

e The positive accounting financial result of the enterprise after taxation is spent more than 50
percent and not less than BGN 75, 000 for social activities;

e At least 30 of the employees in the enterprise are persons from the vulnerable groups specified
in the law and have worked without interruption in the enterprise during the last 6 months.

3 The methodology is published on the following link: https://seconomy.mlsp.government.bg/upload/docs/2019-
05//Metodika.pdf
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3. REGISTRATION OF A SOCIAL ENTERPRISE

The Law on enterprises of the social and solidarity economy provides for the possibility for social
enterprises that meet the criteria for Class A or A+ to be entered in the Register of Social Enterprises?.
The conditions and the order are defined in the law and in the regulations for its application (article 10
and article 11 of the PCAI and article 2- article 16 of the Regulations for implementation of the PCAI®).

The register is maintained by the Ministry of Labor and Social Policy (MLSP). This entry is optional. Even
if an enterprise meets the characteristics specified in the law, it is not obliged to register as such in order
to develop its activity. The registration is related to access to special incentive measures and programs
aimed at social enterprises.

The registration as a social enterprise requires the submission of an application form for the respective
type of social enterprise (class A or class A+) by the representative to the MLSP. The application must be
accompanied by documents certifying that the undertaking meets the conditions for the relevant class
for which it is applying.

The following shall be attached to the application for registration in class A:

> A form certifying the social added value produced by the enterprise — which describes in detail
the activity of the enterprise aimed at achieving its social goal;
> Development document of the enterprise (memorandum of association, articles of association,

partnership agreement or others), which includes a procedure for transparent management with the
participation of the members, workers or employees in the decision-making;

> The last annual financial report with a positive financial result, report for the last reporting
period, as well as explanatory information about the funds spent by types of expenses for the regulated
activity and their connection with the goals and programs of the organization;

> The three names and PINs of the persons from vulnerable groups, who are part of the staff of
the enterprise, are indicated.

> The following documents shall be submitted to prove that the relevant percentage of staff
meets the requirements for the relevant vulnerable group indicated in the application for registration:

. Document, which is issued by the persons undergoing the treatment or psycho-social
rehabilitation;

. A copy of a certificate that the person has received protection under the Law on Asylum and
Refugees®;

. A copy of an order for the use of a service as a person — a victim of human trafficking under the
Law on combating trafficking of human beings’;

. A copy of an order for the use of a service as a person — a victim of violence within the meaning
of the Law on protection from domestic violence?;

. Information for the average number of employees of the enterprise.

The same set of documents as for class A is attached to the application for registration as a social
enterprise class A+, but also a declaration certifying that the employees have not interrupted their work
in the enterprise for at least the previous 6 months.

4 https://secprod.mlsp.government.bg/?c=24

5> Regulation Rules, Adopted by Ministry Act Ne115 from 13.05.1919r. Published in the State gazette, issue 40 from
17 May 2019

6 Law on Refugees; Published in the State gazette, issue 54 from 31 May 2002. In force from 01.12.2002

7 Law on Combating the traffic of people; Published in the State gazette, issue 46 from 20 May 2003. In force from
23.01.2004 r

8 Law on Protection from Domestic Violence (Published in the State gazette, issue 102 from 2009. In force from
22.12.2009)
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The Ministry of Labor and Social Policy through its specialized site for social economy® provides up-to-
date statistics on registered social enterprises. An interactive map has been published'®, which provides
up-to-date information by cities on the number of currently registered social enterprises and their legal
form. The number of social enterprises in Bulgaria is 2717. The number of registered social enterprises !
is 33, and in percentage terms — only 0,012% of all Bulgarian enterprises. Forty-two refusals to register
as a social enterprise were issued'?.

4. TAX REGIME AND TAXATION OF THE SOCIAL ENTERPRISE

The tax regime of the social enterprises depends on the form in which they are organized (Petrova et al.,
2006; Lakicevic, 2002). The following tax issues are discussed below, that are common to the taxation of
the economic activity, regardless of the legal form of the person who performs it. The specifics and
differences are mainly in the field of tax relief, as the legislation provides for separate tax preferences
for different legal organizational forms, but along with them there are general ones that are applicable
to all social enterprises, regardless of their legal organizational form. This section presents first the
general tax issues applicable to all social enterprises, and then the special tax reliefs provided for the
individual legal forms.

4.1.Taxes that are relevant to the activities of social enterprises, regardless of their legal
form

»  Corporate tax: a corporate tax is due on the profit realized in carrying out economic activity, as well
as on renting one’s own movable and/or immovable property. The tax rate is 10% on the profit for
the respective tax year.

»  Cost tax: it is of two types: a tax on social costs (for example, on social costs incurred by a social
enterprise as an employer in relation to the workers or employees) and a tax on the representation
costs. The tax rate in both cases is 10%.

»  Withholding tax: Withholding tax is a final tax, which refers to the realized income from the
implementation of the so-called indirect economic activity, i.e. when the social enterprise is
separated into a separate company and the non-profit organization receives dividends or
liquidation shares for its participation in it. The tax rate is 5%.

> Value added tax: The obligation to charge VAT!® applies to entities engaged in independent
economic activity.

4.2.Tax reliefs and preferences that are relevant to the activities of social enterprises ,
regardless of their legal form

> Tax relief for donations received from social enterprises registered in the Register of Social
Enterprises at the Ministry of Labor and Social Policy: The Corporate Income Tax Act provides for the

9 https://seconomy.mlsp.government.bg/
10 https://seconomy.mlsp.government.bg/db/bg/se-districts-map
11 Toward 15.07.2021 from source: https://secprod.mlsp.government.bg/index.php?section=HOME&a=16

12 Shared data during an interview of the team of the Directorate “Life Standard, Demographic Policy and Social
Investments” at the Ministry of Labor and Social Policy at the conference “Opportunities — work skills — employment
— dignified life”, which was held online on 26 March 2021 and was organized by the Bulgarian center for non-profit
law, Foundation “Maria’s World”, Foundation “Social Future” and Caritas Sofia in partnership with the Ministry of
Labor and Social Policy.

13 Law on the Value Added Tax. Published in the State gazette, issue 63 from 04 August 2006. In force from
01.01.2007
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recognition for tax purposes of accounting expenses for donations amounting to 10% of the company’s
accounting profit, provide the donation (donor), provided that the social enterprise recipient of the
donation uses it to carry out their social activities and/or to achieve their social goals.

> Tax relief for donations made by social enterprises for the benefit of certain vulnerable groups:
When the social enterprise donates goods and/or services for the benefit of people with disabilities,
including technical means for them, for the socially disadvantaged, for children with disabilities or
without parents, for drug addicts for their treatment, the Corporate Income Tax Act allows for tax
purposes to recognize the accounting expenses for these donations in the amount of 10% of the
accounting profit.

> Tax relief for employers of the permanently unemployed: the Corporate Income Tax Act
provides for a specific tax relief for employers who employ the permanently unemployed for more than
12 consecutive months.

> Tax relief for scholarships for education provided by social enterprises for the benefit of pupils
or students: it is expressed in the recognition for tax purposes of the accounting expenses for an
established and granted scholarship to pupils acquiring secondary education (if they are in the last two
years of education), or to students in a Member-State of the European Union or in another country
which is a party to the Agreement on the European Economic Area (if they are in the last two years of
study). The pupils/students must be under 25 years of age and the profession of the scholarship holder
must be applied in the activity of the employer, who in turn undertakes to hire them after completing
the respective education, for a period of not less than the period for which the scholarship was
awarded.

> Exemption from value added tax (VAT) of certain transactions, regardless of whether their
supplier (a social enterprise) is registered for VAT — the so-called “exempt supplies”.

> Incentives for employers of people with disabilities: the Employment Promotion Act and the
Law on People with Disabilities provide specific preferences for employers of people with disabilities,
generally expressed in the possibility of receiving funds from the national budget to cover a percentage
of due social and health insurance for employees with disabilities.

> Incentive measure for employers to purchase goods and services from social enterprises: As
part of the incentive measures for the social enterprises, which are registered in the Register of the
social enterprises, the possibility is provided for employers to be released from the obligation to provide
certain jobs from their staffing for appointment of people with permanent disabilities by purchasing
goods or services from social enterprises class A or class A+. The condition is that the monthly amount of
funds for the purchase of goods or for the use of services is more than twice the monthly minimum
wage in the country for each unoccupied job for a person with permanent disability, until the quota is
fulfilled.

4.3.Special tax relief for social enterprises registered as non-profit organizations

> Relief for corporate donors of non-profit organizations in public benefit: The Corporate Income
Tax Act provides for recognition for tax purposes of accounting expenses for donations amounting to
10% of the accounting profit of the organization that provided the donation.

> Relief for individual donors of non-profit organizations in public benefit: when the donor is an
individual, the Law on Personal Income Tax provides for recognition for tax purposes® up to 5% of the
value of the donation.

> Exemption from local taxation of donations of such donations received and provided or other
grants from non-profit organizations in public benefit: The Law on Local Taxes and Fees provides for
donations received and provided by social enterprises in the form of non-profit organizations in public
benefit to be exempt from local tax for donation.

14 Law on Income Taxation of the individuals. Published in the State gazette, issue 95 from 24 November 2006. In
force from 01.01.2007.
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4.4.Special tax relief for specialized enterprises and cooperatives of people with disabilities

> Assignment of corporate tax due: The Corporate Income Tax Act allows the corporate tax due
by specialized enterprises and cooperatives of people with disabilities, the corporation tax to be
remitted to them. This is permissible when the transferred tax is spent entirely on the integration of
people with disabilities or on the maintenance and creation of jobs for impaired people in the next two
years after the year for which the transfer is used.

> Relief for corporate donors of specialized enterprises and cooperatives of people with
disabilities: the Corporate Income Tax Act allows for tax purposes to recognize the accounting expenses
for donations in the amount of 10% of the accounting profit of the organization that provided the
donation.

> Relief for individual donors of specialized enterprises and cooperatives of people with
disabilities: when the donor is an individual, the Law on Personal Income Tax provides for recognition for
tax purposes up to 5% of the value of the donation.

4.5. Tax reliefs for donors of social enterprises according to their specific economic activity

> Relief for corporate donors of social enterprises registered as medical institutions or as
providers of social services or as nurseries, kindergartens, schools, cultural institutes in the amount of 10
percent of the accounting profit of the organization that has provided the donation.

> Relief for individual donors of social enterprises registered as medical institutions or as
providers of social services or as nurseries, kindergartens, schools, cultural institutes or community
centers up to 5% of the value of the donation.

> Exemption from local taxation of donations received from registered providers of social services
of residential type, medical institutions, and community centers: the Law on Local Taxes and Fees®
provides for donations received from social enterprises that are registered for any of these activities are
exempt from taxation with local donation tax.

5. DISCUSSION

5.1. On state aid to social enterprises

The State Aid Act'® defines as such any aid falling within the scope of Article 107, paragraph 1 of the
Treaty on the Functioning of the European Union, Consolidated text of the Treaty on the Functioning of
the European Union' provided by the state or by the municipality, or at the expense of state or
municipal resources, directly or through other entities, in any form, which distorts or threatens to
distort the free competition by favoring certain undertakings, the production or the trade of certain
goods or the provision of certain services in so far as the trade between the Member States of the
European Union is affected”. Free competition and the principles for guaranteeing it are relevant to the
single economic market in the European Union and apply to all economic activities.

According to the practice of the Ministry of Finance, which is the state institution in Bulgaria responsible
for the proper implementation of the state aid regime for the country, in order to make a more precise
and correct assessment of how free state funds would be used for economic activities and accordingly,
state aid rules should apply to them, it is necessary to have a preliminary market analysis or otherwise it
has been established that there is no market for the activities for which the funds will be used. A similar

15 Law on Local Taxes and Fees. Published in the State gazette, issue 117 from 10 December 1997 . In force from
01.01.1998.

16 Law on State Support. Published in the State gazette, issue Ne 85 from 24 October 2017. In force from 28.10.2017.

17 Consolidated Text of the Treaty for the Functioning of the European Union 12012E/TXT-EN-EUR-Lex-EUR-Lex
Published in the State gazette, issue 326 from 26 October 2012 eulaw.egov.bg
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preliminary analysis should be made with regard to the results of these activities and it should be certain
that these results are not intended for market exchange (because otherwise the aid will distort the
principle of the free competition). In this sense, any activity carried out with a grant of public funding,
regardless of the method of its provision, in which the results are intended to be freely, free of charge
and publicly available to anyone interested in them, should be considered non-economic and,
accordingly — funding for it not to fall under the state aid regime initially.

The commitment to perform such analyses in advance still at the planning stage of the grant with public
funds have different state institutions, which in this particular case are operators of state aid under the
meaning of the State Aid Act. This is necessary in order to achieve the correct application of the state aid
regime in each specific case.

There is a need to fully improve the application practice in the state aid regime, not only with regard to
the financing of social enterprises, but also with regard to the distribution of grants in each sector,
regardless of the legal form of the final recipient. The operators of state aid — variable state institutions
that plan and allocate funds should have accumulated the necessary knowledge and skills after two
programming periods of operational programs (which are the largest source of public grant). They
should have the necessary tools at their disposal, by which, in a correct and non-detrimental manner to
potential recipients of funding, they should make such a preliminary analysis of whether a scheme falls
within the definition of state aid at all and, if so — whether to apply the de minimis thresholds or it is a
priority of the relevant sector policy and responsible state body to initiate a procedure before the
European Commission for exemption of the respective scheme from the state aid regime.

Taking into account the importance of the activity of the social enterprises, a higher threshold of
minimum state aid for gratuitous financing with public funds is envisaged, aiming to support the activity
of social enterprises. According to the package of measures adopted by the European Commission in
2011, a higher threshold for state aid is envisaged for Services of General Economic Interest. On 20t
December 2011, the European Commission adopted a new package of Services of General Economic
Interest providing for a higher threshold for state aid related to such services and taking into account
the fact that social enterprises are very often providers exactly of such services. The minimum state aid
threshold provided for financial support to providers of such services is EUR 500, 000 for the recipient
over a three-year period, rather than the “standard” threshold of EUR 200, 000 for the same period
(Pesaresi et al, 2014).

It is noteworthy that these opportunities are not used to the maximum by the state institutions in
Bulgaria, which distribute grants and support for social enterprises. The Human Resources Development
Program (HRDP), which was the main funding program for the activities of the social enterprises in both
previous programming periods, applied as a general rule the low threshold of EUR 200, 000 to all
beneficiaries, without any prior in-depth and qualitative analysis of the extent to which the scheme is
aimed at supporting the economic or non-economic activity of the social enterprise and the extent to
which it is related to services of general economic interest (Shabani et al, 2014).

Similar problems also exist in the provision of grants to enterprises of the social and solidarity economy
on other legal grounds. For example, the state aid intended to support the activities of the social
enterprises should be analyzed in advance by the state aid operator and in certain cases may be
completely excluded from the scope of the state aid scheme and therefore not justified for the
application of the minimum aid thresholds, as special programs aimed at supporting the development of
social enterprises and strengthening their capacity may fall into this direction, and this exemption would
be important because the policy is aimed at ecosystem development.

Also, in this direction would fall programs and initiatives aimed at increasing the competitiveness of the
social enterprises, their production capacity, etc. Such are all legislative measures that aim to directly
create an advantage for social enterprises on the market or which subsidize the costs of wages and
social security of people employed in social enterprises (in the Law on People with Disabilities, in the
Public Procurement Act, in the Employment Promotion Act). This group will also include schemes for
encouraging the start-up and development of entrepreneurial activity as a social enterprise, which are
mainly financed under the Operational Programme "Innovation and Competitiveness" (OPIC). The
important thing in each of these cases is that the state aid operators have two lines of conduct at their
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disposal (either to set a higher threshold of minimum state aid for social enterprises under European
law or to go through a procedure for exemption from the state aid scheme), the choice between which
should be dictated by the objectives pursued by the individual measures and the extent to which those
objectives contribute to the results pursued by the relevant policies.

Based on the above analysis of the current legislation in the field of state aid and the practice gained so
far in its implementation, the following main problems can be outlined:

e Often the purpose of state aid is only generally determined by the type of its recipient and not
by the type of activities for which it will be used. This leads to a general definition of any public
funding, which is received by a social enterprise as state aid, simply because they are
“enterprises”.

e State aid operators do not apply to the maximum the admissible higher threshold of minimum
state aid with public support of social enterprises in the part of their economic activity.

e State aid operators do not make maximum use of the procedures provided for in the European
legislation to assess the compatibility of public funding for social enterprises with the state aid
regime and, accordingly — to authorize it.

5.2. On the challenges faced by Bulgarian social enterprises

Social entrepreneurship is one of the modern policies at European level, which addresses significant
social problems, but how well do we know its diverse nature? Entrepreneurs in the social and solidarity
industry differ from those who pursue purely commercial goals and apply corporate social responsibility,
with the majority placed somewhere in the middle, where both social and commercial goals are
integrated (Estrin et al, 2013). A number of authors accept social entrepreneurs as hybrids and social
enterprises as a subspecies of traditional entrepreneurship. The social sciences literature usually
explains hybridity as a combination of characteristics on a scale between two opposite poles (Brozek,
2009), while hybridity in the context of social entrepreneurship in management literature has been used
to describe the evolution of the new institutional forms that simultaneously pursue social and economic
goals. The main difference between the traditional entrepreneurship and the social entrepreneurship
lies in the business priority of the entrepreneurship (Dimova & Kusev, 2003). The management of the
social enterprises tends to prioritize social goals over commercial ones (Murphy & Coombes, 2008). The
social entrepreneurship places a higher priority on promoting social value rather than limiting itself to
achieving profit (Zahra et al, 2009; Mair & Marti, 2006). At the same time, some researchers claim that
this is advertising. Entrepreneurs are also increasingly recognizing social responsibility as their ethical
obligation (Van de Ven et al, 2007; Garriga & Mele’, 2004).

In the past programming period, a lot of funds were invested in Bulgaria in support of the social
entrepreneurship, but the data show that this is not enough to build sustainable business models that
continue to exist beyond the initial project funding. Next, the low number of social enterprises
registered in the MLSP shows that the criteria are too high for a larger number of organizations to be
registered. Given these two findings of the analysis, the following main observations can be drawn:

1. The current Law on Enterprises of the Social and Solidarity Economy for two years of
implementation failed to encourage the registration of a larger group of social enterprises in the official
register in order to make them more visible and to focus the distribution of public support for the
sector, which was among the main reasons for its adoption. Given the current data up to now, we can
look for the reasons for this in the discrepancy between the legal criteria and the current level of
development of the existing good practices of social enterprises on the one hand, and on the other hand
— in the lack of effective support measures that actually unleash the potential of start-up social
enterprises.

2. There is a lack of accessible and diverse logical tools for financing start-up and developing social
enterprises. Project financing is an appropriate tool for building and initial testing of innovative business
models, but it cannot ensure the sustainability of the economic activity in the medium and long term.
After the initial phase of developing the business idea, currently in Bulgaria there is only one type of
investment instrument (microcredit with shared risk), but it turns out to be unpopular and unrecognized
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among the community of social enterprises. In Bulgaria there are no investment funds for social impact
or instruments to combine different types of investment and the like.

3. Although gaining popularity, social enterprises and their social impact are still not sufficiently
recognized by the general public. There is a lack of comprehensive and long-term communication
campaigns to saturate the public space with information, success stories, good practices to make these
small organizations more accessible and visible to people. This partly determines the relatively low
demand and consumption of their products beyond the communities that directly support them.

4. At present, the policies for the promotion of the social entrepreneurship are mainly aimed at
those entered in the Register of Social Enterprises. So far, no support is provided for other participants
in the social-entrepreneurial ecosystem, such as accelerator programs and partnerships with socially
responsible businesses.

5. There is currently no systematic approach to monitoring the development of the sector, data
collection and data analysis. Addressing this shortcoming would help to quickly adapt policies and
instruments to support the social entrepreneurship, which is essential given the dynamic environment in
which they exist.

6. There is a lack of easily accessible and practically targeted specialized educational programs for
qualification and retraining, which should focus on building professionals in the field of management of
social enterprises. The social enterprises are micro-enterprises and they work with small teams (on
average about 2 people), which, however, have to cover various topics, such as expertise and others.
Finding such specialists and retaining them is a huge challenge in the development of the sector.

6. CONCLUSION

This paper is based on a study of the organizational and legal framework of the social entrepreneurship.
It outlines the challenges to SE development and suggests some ideas how to deal them. The current
substantive law fails to encourage the registration of many social enterprises in the official register of
the MLSP in order to make them more visible and to focus the distribution of public support for the
sector. There is a lack of accessible and logically diverse instruments for financing social enterprises, as
well as funds for support for emerging social enterprises, such as accelerator programs and investment
funds with shared risk, etc. In addition, there is no systematic approach to monitoring the development
of the sector, data collection and analysis, which would help the rapid adaptation of the policies and the
instruments to support the social entrepreneurship.

However, the study is not without limitations. Taking into account the dynamic environment in which
social entrepreneurship exists, the study is relevant only at the time of writing this paper and does not
claim to be representative and complete. In addition, a more in-depth analysis of possible approaches to
meeting and overcoming the challenges presented is needed. Finally, our study cannot be generalized to
other cases because our findings are based on the Bulgarian context. Future researchers can enhance
our understanding of the relationship between social enterprises and local governments and contribute
to building a more complicated cross-national database.

REFERENCES

Bacq, S. & Janssen, F. (2011). The multiple faces of social entrepreneurship: A review of definitional issues based on
geographical and thematic criteria, Entrepreneurship & Regional Development, 23(5-6), 373-403, DOI:
10.1080/08985626.2011.577242

Badulescu, A., Sipos-Gug, S., & Borza, A. (2013). Environmental Obstacles and Support Factors of Social
Entrepreneurship. Proceedings for the 8th European Conference on Innovation and Entrepreneurship: ECIE (Vol.
52).Bedi, H. S., & Yadav, M. N. (2019). Social Entrepreneurship: A Conceptual Clarity. Our Heritage.

Bekmansurov, R. H., Kovalenko, K. E., Utkina, K. M., Novikova, Y. A., & Zatsarinnaya, E. . (2019). State support for
persons with disabilities in the field of entrepreneurship. Journal of Entrepreneurship Education, 22, 1-9.

Biggs, R., F. Westley & Carpenter, S. (2010). Navigating the back loop: fostering social innovation and transformation
in ecosystem management, Ecol. Soc., 15 (2), 1-25. http://www.ecologyandsociety.org/vol15/iss2/art9/

Borges Ladeira, F. M., & Vier Machado, H. (2013). Social entrepreneurship: A reflection for adopting public policies
that support the third sector in Brazil. Journal of technology management & innovation, 8, 188-196.

88



XVI. IBANESS Congress Series on Economics, Business and Management — Istanbul / Turkey September 11-12, 2021
XVI. IBANESS iktisat, isletme ve Yonetim Bilimleri Kongreler Serisi — istanbul / Tiirkiye 11-12 Eyliil 2021

Bozhikin, 1., Macke, J., & da Costa, L. F. (2019). The role of government and key non-state actors in social
entrepreneurship: A systematic literature review. Journal of cleaner production, 226, 730-747.

Brozek, K. (2009). Exploring the Continuum of Social and Financial Returns: When Does a Nonprofit Become a Social.
Community Development Investment Review, 2, 7-17.

Choi, N., & Majumdar, S. (2014). Social entrepreneurship as an essentially contested concept: Opening a new
avenue for systematic future research. Journal of Business Venturing, 29(3), 33-376.

Dawson, P., & Daniel, L. (2010). Understanding social innovation: a provisional framework. International Journal of
Technology Management, 51(1), 9-21.

Dimova, D., & Kisev, I. (2003). Social policy and social activities. Analyses, essays, technologies. Sofia: Trakia-M.

Dolgorukova, I. V., Bormotova, T. M., Fomicheva, T. V., Kiseleva, E. E., & Lidzer, E. A. (2019). State support of social
entrepreneurship: sociological assessment. Proceedings of Institute of Scientific Communications Conference,
728-738.

Dufays, F., & Huybrechts, B. (2014). Connecting the dots for social value: A review on social networks and social
entrepreneurship. Journal of Social Entrepreneurship, 5(2), 214-237.

Estrin, S., Mickiewicz, T., & Stephan, U. (2013). Entrepreneurship, social capital, and institutions: Social and
commercial entrepreneurship across nations. Entrepreneurship: Theory and Practice, 37(3), 479-504.

Garriga, E., & Mele’, D. (2004). Corporate social responsibility theories: Mapping the territory. Journal of Business
Ethics.

Greblikaité, J. (2012). Development of social entrepreneurship: Challenge for Lithuanian researchers. European
integration studies, 210-215.

Halunko, V., lvanyshchuk, A., & Popovych, T. (2018). Global experience of social entrepreneurship development.
Baltic Journal of Economic Studies, 4(1), 62-67.

Hota, P. K., Subramanian, B., & Narayanamurthy, G. (2019). Mapping the Intellectual Structure of Social
Entrepreneurship Research: A Citation/Co-citation Analysis. Journal of Business Ethics, 166(1), 89-114.

Kannampuzha, M., & Hockerts, K. (2019). Organizational social entrepreneurship: scale development and validation.
Social Enterprise Journal, 15(3), 290-319.

Krastev, V. (2018). Legal opportunities for the development of social enterprises human potential in Bulgaria. 18th
International Scientific Conference Globalization and Its Socio-Economic Consequences.

Kraus, S., Filser, M., O’'Dwyer, M., & Shaw, E. (2014). Social entrepreneurship: an exploratory citation analysis.
Review of Managerial Science, 8(2), 275-292.

Lakichevich, D. (2002). Introduction to social policy. Sofia.

Lee, M., Battilana, J., & Wang, T. (2014). Building an infrastructure for empirical research on social enterprise:
Challenges and Opportunities. Social Entrepreneurship and Research Methods. Emerald Group Publishing.

Littlewood, D. & Holt, D. (2018), How Social Enterprises Can Contribute to the Sustainable Development Goals

(SDGs) — A Conceptual Framework, Contemporary Issues in Entrepreneurship Research, Vol. 8, 33-46.
https://doi.org/10.1108/52040-724620180000008007.

Lurtz, K. & Kreutzer, K. (2017). Entrepreneurial orientation and social venture creation in nonprofit organizations the
pivotal role of social risk taking and collaboration, Nonprofit and Voluntary Sector Quarterly, 46 (1), 92-115.

Mair, J., & Marti, I. (2006). Social entrepreneurship research: A source of explanation, prediction, and delight.
Journal of World Business, 41(1), 36-44.

McQuilten, G. (2017). The political possibilities of art and fashion based social enterprise. Continuum Journal of
Media & Cultural Studies, 31(1), 69-83.

Murphy, P. J., & Coombes, S. M. (2008). A Model of Social Entrepreneurial Discovery. Journal of Business Ethics.
Pesaresi, N., Sinnaeve, A., Guigue-Koeppen, V., Wiemann, J., & Radulescu, M. (2014). The New State Aid Rules for

Services of General Economic Interest. Retrieved from:
https://ec.europa.eu/competition/publications/cpn/2012_1_9_en.pdf

Petrova, A., Burnev, D., Trofonova, D., Mishkova, D., Dimitrova, M., Shabani, N., & Dimov, T. (2006). Social
entrepreneurship and control of the social servicesin Bulgaria and in the European Union. Sofia.

Phillips, W., Lee, H., Ghobadian, A., O’'Regan, N., & James, P. (2015). Social innovation and social entrepreneurship:
A systematic review. Group & Organization Management, 40(3), 428-461.

Pless, N. M. (2012). Social entrepreneurship in theory and practice: An introduction. Journal of Business Ethics,
111(3), 317-320.

Rahdari, A., S. Sepasi, & Moradi, M. (2016). Achieving sustainability through Schumpeterian social entrepreneurship:
The role of social enterprises, Journal of Cleaner Production, 137, 347-360.
https://doi.org/10.1016/j.jclepro.2016.06.159

Rey-Marti, A., Ribeiro-Soriano, D., & Palacios-Marqués, D. (2016). A bibliometric analysis of social entrepreneurship.
Journal of Business Research, 69(5), 1651-1655.

Santos, F. M. (2012). A positive theory of social entrepreneurship. Journal of business ethics, 111(3), 335-351.

89



XVI. IBANESS Congress Series on Economics, Business and Management — Istanbul / Turkey September 11-12, 2021
XVI. IBANESS iktisat, isletme ve Yonetim Bilimleri Kongreler Serisi — istanbul / Tiirkiye 11-12 Eyliil 2021

Sassmannshausen, S. P., & Volkmann, C. (2018). The Scientometrics of Social Entrepreneurship and Its
Establishment as an Academic Field. Journal of Small Business Management, 56(2), 251-273.

Shabani, N., Alexieva, p., & Velichkova, R. (2014). DE MINIMIS. Analysis of the regulation and the practices for the
application of the rulesc for state support and for minimum support (de minimis) in Bulgaria and in other Member
States of the European Union. Sofia.

Short, J. C., Moss, T. W., & Lumpkin, G. T. (2009). Research in social entrepreneurship: Past contributions and future
opportunities. Strategic entrepreneurship journal, 3(2), 161-194.

Stecker, M. J. (2014). Revolutionizing the nonprofit sector through social entrepreneurship. Journal of Economic
Issues, 48(2), 349-358.

Stephan, U., Uhlaner, L. M., & Stride, C. (2015). Institutions and social entrepreneurship: The role of institutional
voids, institutional support, and institutional configurations. Journal of International Business Studies, 46(3), 308-
331.

Terziev, V., & Georgiev, M. (2019). Social entrepreneurship: support for social enterprises in Bulgaria. International
E-Journal of Advances in Social Sciences, 5(14), 744-749.

Umnov, V.A., A. Plyukhina & Matveev, M., (2019). An analysis in the system of state support for social
entrepreneurship in Russia, RSUH/RGGU BULLETIN. Series Economics. Management. Law, Russian State
University for the Humanities

Urbano, D., Toledano, N., & Soriano, D. (2010). Analyzing social entrepreneurship from an institutional perspective,
evidence from Spain. Journal of Social Entrepreneurship, 1(1), 54-69.

Van de Ven , A. H., Sapienza, H. J., & Villanueva, J. (2007). Entrepreneurial pursuits of self- and collective interests.
Strategic Entrepreneurship Journal, 1(3-4), 353-370.

Veretennikova, A., Kozinskaya, K. & Stoffers, J. (2021). Institutional Approach For Resolving Social Entrepreneurship
Contradictions. doi:10.15405/epsbs.2021.04.17

Yoon, S. & Kim, Y. (2016). A Note on the Renovation of Social Enterprise in Korea: Current Status and Future
Prospects. American Journal of Applied Sciences, 13(6), 708-714. https://doi.org/10.3844/ajassp.2016.708.714.

Zahra, S. A., Gedajlovic, E., Neubaum, D. O., & Shulman, J. M. (2009). A typology of social entrepreneurs: Motives,
search processes and ethical challenges. Journal of business venturing, 24(5), 519-532.

Zahra, S. A., Newey, L. R., & Li, Y. (2014). On the frontiers: The implications of social entrepreneurship for
international entrepreneurship. Entrepreneurship Theory and Practice, 38(1), 137-158.

90



XVI. IBANESS Congress Series on Economics, Business and Management — Istanbul / Turkey, September 11-12, 2021
XVI. IBANESS Iktisat, Isletme ve Yénetim Bilimleri Kongreler Serisi — istanbul / Tiirkiye ~ 11-12 Eyliil 2021

Burnout of the Teaching Staff in the Higher Education Institutions and it’s
Influence on the Teaching Process

Julija Mironova? Biruta Sloka?

LISMA, Julija.Mironova@isma.lv, ORCID: https://orcid.org/0000-0002-3090-6220
Z University of Latvia, Biruta.Sloka@Iu.lv, ORCID: https://orcid.org/0000-0003-2129-053X

Abstract: In recent years, the burnout syndrome has been widely discussed and is one of the influencing factors on
the study process at institutions of higher education. Research results confirm that employees are facing major
socioeconomic challenges and people are working under high pressure in daily life and workplace which is
becoming more and more important in the situation of pandemia the globe is facing in 2020 and 2021 with serious
consequences in higher education.

Aim of this study is to analyze different scientific findings on burnout in higher education and it’s influence on
teaching process. Research methods: scientific publications and previous conducted research studies and
suggestion of empirical research methods: expert survey, survey of teaching staff in higher education institutions.

Conclusions: Teachers are working under the different degrees of occupational stresses what comes from work
intensity, management of the organization, social environment, student pressure, family, economic situation etc.
Among those factors, work intensity is a key influencing factor which leads to the job burnout. Stress has an impact
on the teaching staff not depending on the experience. For the institution it is very important to improve workplace
culture and mitigate stress, and that should be done not to the specific faculties, but to the whole institution.

It is crucial for Higher Education Institutions to understand the nature of burnout. Understanding would help
management of the Higher Education Institutions to organize working process in order to prevent burnout among
teaching staff.

Keywords: burnout, higher education, teaching staff.

1. Introduction

Job burnout emerged as an important concept in the 1970s, and it captured something very critical
about people’s experience with work. It continues to do so today, some 35 years since its introduction
to psychological literature and to cultural discourse.

Teaching is one of the professions most associated with high level of stress. University lecturers are
responsible for the acquisition of knowledge by students, for knowledge of future professionals in a
specific industry and should bring their knowledge with responsibility, ethics and competence (Teles, et
al., 2020).

Many teachers are finding that their feelings about themselves, their students, and their profession are
more negative than they were initially. These teachers are susceptible to developing chronic feelings of
emotional exhaustion and fatigue, negative attitudes toward their students, and a loss of feelings of
accomplishment on the job. Maslach and Jackson (1981) have described people experiencing these
feelings as suffering from “job burnout” (Schwab, et al., 1986).

Recent studies have shown significant correlation between teaching staff self-efficacy, resilience and
burnout, where self-efficacy correlated positively with resilience and negatively with burnout (Galindo-
Dominguez et al., 2020).

Education institutions should be considered as the dynamic, complex environments in order to
understand the development of burnout in teaching profession (Pyhalto, et al., 2011).

For better understanding process of influence of the burnout over the staff and study process in Higher
Education Institution, it is necessary to highlight the main concepts of burnout and understand it’s
nature. As burnout emerged as important concept at the end of the 20th century, during more than 30
years studies showed different points of view and analysed burnout and it's factors from the different
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perspectives in many fields, and teaching is definitely not an exception, as one of the most stressful
profession, with a great level of responsibilities, related to students and teaching community.

2. Burnout at the education institutions

In recent years, the burnout syndrome has been widely discussed and is one of the modern mental
health problems. Employees are facing major socioeconomic challenges people are working under high
pressure in daily life and workplace (Heinemann & Heinemann, 2017). Job burnout can be explained as
psychological process, which consists of personal reactions, related to professional and personal
experiences which was developed later also by other researchers (Schwaab, et al, 1986; Irandoost, et al,
2021).

One of the researchers, who studied burnout from the rise of the concept is Cristina Maslach. At the end
of 20th Century, burnout syndrome emerged as crucial part of the everyday professional life. Maslach
Burnout Inventory (MBI) is one of the most popular tools used to recognise the burnout. Maslach theory
(Maslach & Jackson, 1997) of the burnout states that this psychological syndrome consists of three
dimensions: emotional exhaustion (lack of energy), depersonalization (detachment from work and
colleagues at work), and reduced personal accomplishment (feelings of inadequacy and inefficacy).
Person is feeling increased emotional exhaustion, feels lack of emotional resources. Emotional
exhaustion is the key aspect of the burnout syndrome.

The consequences of the burnout are potentially extremely serious to the many people involved in the
group of society certain person interacts with - colleagues, clients, and the whole institution.

One of the most crucial findings is that burnout of the employees lead to the decrease of the service
quality provided by the staff. Furthermore, burnout is correlative with exhaustion, insomnia, increased
use of alcohol and drugs, marital and family problems (Maslach & Jackson, 1997).

Environmental factors are considered as main factors of burnout. High load, concerns about prestige
and relationships lead to the dissatisfactions among teaching staff. Improving climate of the education
institutions would lead to benefits for teaching staff and students (Kremer-Havon & Kurtz, 1985).

Burnout definitely can lead people to leave the job they are doing. But those, who decided to stay at the
work and are having burnout, are experiencing lack of productivity and effectiveness at the workplace.
As burnout is associated with the decreased job satisfaction, leads to the decreased commitment to the
company.

One more crucial aspect of the burnout is relationships between the colleagues. If person is
experiencing burnout, it can have negative impact on the colleagues, causing personal conflicts, what
would lead to the less productivity by disrupting tasks they are doing at the moment.

Burnout has negative affect on the many fields of the life of the person, and personal life is not an
exception.

Figure 1 shows the mediating role of burnout with its impact on personal and organisational outcomes.

Figure 1: The role of burnout in mediating the impact of work life on personal and organisational
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Source: (Maslach & Leiter, 2000)
Six major elements were recognised as main risks factors of the rise of the burnout:

e Workload - qualitative and quantitative work overload, in the conditions where overload is
usual job

e condition without any chance for rest and recovery. And opposite - sustainable workload,
provides opportunity for the worker to improve existing skills and become more effective.

e Control - there is a link between lack if control and high levels of stress and burnout. However,
if employee is able to influence the decisions in the company what affects it work, he would feel
much more involved and appreciated in the company.

e Reward - if the recognitions and financial or social rewards are insufficient, risk of the burnout
and people vulnerability to it becomes higher, as it is closely associated with feeling and inefficacy.

e Community - relationships between the colleagues with the lack of support and trust, with
unsolved conflicts leads to the higher risk of the burnout. And the opposite - well settled professional
relationships between the colleagues with great support would lead to the better experience of the
job engagement.

e Fairness - decisions at work considered and fair and equitable. Cynicism and anger can arise
when employees feel that the way they are treated at the workplace with not enough respect.

e Values - ideals and motivations what attracts people to their job. If there is a value conflict at
the workplace, and the gap between personal and organisational values, employee would feel need
to find the solutions how to combine the job he want to do with the job he have to do, what could
lead to the higher burnout.

3. Burnout in Higher Education Institutions

Teachers are working under the different degrees of occupational stresses what comes from work
intensity, management of the organisation, social environment, student pressure, family, economic
situation etc. Among those factors, work intensity is a key influencing factor which leads to the job
burnout (Wu, 2020). Stress has an impact on the teaching staff not depending on the experience. For
the institution it is very important to improve workplace culture and mitigate stress, and that should be
done not to the specific faculties, but to the whole institution (Tobin, 2020). Incivility is considered as
one of the factors what are triggering the arise of the stress among the teaching staff (Mgge, 2021).

Chronic stress level among teachers is increasing by many social and organisations factors and beliefs,
like appreciation of the work of the teachers by the institution, importance to satisfy and be aware of
the needs of the students. Supervision and leadership also is perceived as a source of the risk of getting
professional burnout. Length of the workday and the emotional load teachers get during their work has
a negative effect on the teachers personal and family life because of the reduction of the free time for
personal enjoyment as a result it gives less time for healthy family interaction (Alvadaro & Bretones,
2018).

“Studies showed that job burnout is related with other dimensions of organisational culture such as
power distance, individualism, uncertainty avoidance, and masculinity and feminism” (KHEIRANSIDH et
al., 2016). Recent studies showed that increasing income of the teaching staff, workplace safety level,
strengthening interpersonal relationships, arranging leisure facilities, implementing burnout reduction
strategies, working on problems-solving skills among the teaching staff are the methods which could
help to reduce and avoid rising of the burnout among teaching staff of the higher education institutions
(Irandoost, et al., 2021).
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Studies showed, that those teachers, who have not received sufficient knowledge and skills during their
education are more likely to have less confidence in their ability and are thus more vulnerable to
developing burnout (Hulltell, et al., 2013). However, academics who perceive academic freedom, are
feeling important and more satisfied with their jobs, as well satisfaction level increased if teaching staff
is involved in the decision making process (Samson, 2021).

Teacher successful co-regulation (ability to use the social resources) correlates negatively with burnout
components like exhaustions, cynicism towards colleagues, and inadequacy of the interaction between
teachers and pupils. However, self-regulative strategies of the teachers correlated negatively with
exhaustions, at the same time they were positively related to cynicism towards colleagues (Pietarinen,
etal., 2013).

Recent studies showed, that burnout could be related to the gender of teaching staff of the higher
education institutions. Women obtained higher levels of emotional exhaustion, what is one of the main
factors leading to the burnout (Galindo-Dominguez, et al., 2020).

Student problems related to burnout is on academic agenda already rather long time before the
pandemia related to Covid-19 (Asikainen, et al, 2020) stressing that “The results show that students who
apply a surface approach to learning in their studies are more likely suffer from study-related burnout,
as students applying a deep approach experience less study-related burnout. In addition, unorganised
students applying a deep approach also proceeded slower in their studies” (Asikainen, et al, 2020).
Those aspects are on deepened research and international academic discussions (Yaratan & Uludag,
2012) which has been recognized as real problem going to be taken into consideration by higher
education establishment management.

Several countries have their own solutions on student burnout problem where among the leaders in
academic research in this field are researchers from Finland (Salmela-Aro & Read, 2017) having
innovative suggestions for student burnout problem solutions. There is a significant negative correlation
between quality of life and burnout among the students. Burnout has a negative impact of the
improving the life quality (Sugara, 2020).

Health conditions of the students like autism significantly influence self-efficacy, perceived stress and
social support among teachers, if compared with teachers who have at least one autistic student in the
class (Cappe, et al., 2021).

Research findings have concluded that members of teaching staff working in internet have burnout
(Hogan & McKnight, 2007) — those findings were discussed in academic research community already
long time before the pandemia related to COVID-19.

Return to the classrooms after pandemic was challenging for many teachers. Changed environment,
need for the alternative teaching methods and approaches, virtual teaching and many other aspects
changed during the pandemic. Teachers were facing new reality related to the online studies and need
of development of digital skills and new software. In order to limit the burnout, management of the
institution should provide broader support for the teaching staff during whole school year (Pressley,
2021).

French researchers have made their research on previous mentioned Malash Burnout Inventory-
Student survey (Faye-Dumanget, et al, 2017) where are showed interesting findings could be useful also
for other researchers in other countries for further deeper research in case of the topic becoming more
and more actual.

Very actual aspects of the decent work questionnaire on the psychometric properties of the Italian
version is discussed in research paper of Italian scientists (Ferraro, et al, 2021) where the results and
analysed for highly skilled employees with application of factor analysis and other multivariate analysis,
like discriminant analysis to find reasonable factors influencing burnout.

Researcher Shan Yu from China (Yu, 2005) already some decade ago has discussed in academic research
publication on aspects of burnout in higher education and has suggested several solutions of the
problem.
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Researchers on deeper analysis on burnout of teaching staff at universities (Bishop, Mabry, 2016) with
attention to student learning barriers.

Eurostat has the latest published information about “burnout” is on 2010 (Eurostat, 2010), it is
recommended to prepare this information also in the situation of pandemia related to Covid-19 as in
mass media specialists inform that education specialists are influenced by pandemia in great extent.

4. CONCLUSIONS

. Teachers are one of the groups who are tend to the burnout because of the high work
load, long working hours, high degrees of occupational stresses, student and organisation
pressure. All factors mentioned above could be considered as the one of the main factors leading
to the burnout.

. Analysis of the literature showed strong relationships between the burnout and the quality
of the job what is done by the employee. Definitely, it can be stated that employees experiencing
the burnout syndrome tend to provide less qualitative and effective results of the job what is
done.

. Based on the analysis of the literature it can definitely be said, that teaching process in
influenced by the burnout if the employees of the higher education institution, as if quality of the
work is decreased, it definitely affects the teaching process in general.

. Teacher who is feeling exhausted because of the high work load, without any opportunity
for rest during the working week, would feel difficulties in preparing the lectures with the
necessary effort and make the as much informative as it is needed.

. Interaction with students during the study process is crucial part of the successful
information delivery to the students. if teacher feels pressure from the students and also feels
pressure to meet the needs and expectation of them, together with other signs of the burnout, if
leads to even bigger emotional exhaustions and feeling of un-appreciation from the side of
students and management.

. Level of confidence, supported with the needed knowledge and opportunity to develop
skills and knowledge is one of the keys to prevent development of the burnout. However, it is
important to understand, that teacher can only develop their academic and research skills if work
load is optimal, otherwise it gives extra load, what could cause burnout.

. Finding the balance between the professional and personal life, feeling of appreciation
from the side of the students and management of the institutions are one of the keys to the
mental health of the teachers and great indicators, every teacher can be aware of to stay in good
health condition in order to develop and deliver qualitative knowledge to the students.

. Eurostat has the latest published information about “burnout” is on 2010, it is
recommended to prepare this information also in the situation of pandemia related to Covid-19
as in mass media specialists inform that education specialists are influenced by pandemia in great
extent.
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Abstract: The paper deals with evaluation of innovation performance of the Slovak Republic in comparison with
other European Union countries. Its objective is to analyze the innovation performance of Slovakia compared to the
European Union average in order to to specify its strenghts, weaknesses and dynamics. We used the multicriterial
evaluation provided by the European Comission. The measurement framework distinguishes between four main
types of activities, capturing twelve innovation dimensions and in total 32 different indicators. According to the
European Innovation Scoreboard 2021 Slovakia belongs to the last third in the ranking of innovators. Moreover, itis
ranked among seven countries which performance has declined between 2020 and 2021. Slovakia’s strengths are in
Environmental sustainability, Sales impacts and Use of information technologies. The Regional Innovation
Scoreboard 2021, a regional extension of the European Innovation Scoreboard, revealed that although Europe's
most innovative regions are located in the most innovative countries, Bratislavsky kraj, a region in Slovakia, is a
Moderate Innovator. We found out that the innovation activity of the Slovak Republic is lower compared to the
European average and does not copy the trend in the performance of the European Union average, which can be
described as stable with tendency to moderate growth. As we point out, the main reason is that Slovakia has
significantly lagged behind the average in the share of investment in innovation for a long time. Nevertheless, the
Slovak Republic has a demonstrable innovation potential, the growth of which needs to be stimulated and
supported.

Keywords: Innovation, innovation performance, European Innovation Scoreboard, Regional Innovation Scoreboard,
Summary Innovation Index

1. INTRODUCTION

Globalization creates an area for the development of economic activities, it intensifies global
competition and fundamentally changes the parameters of competitiveness. Innovation is the main
factor of achieving the competitiveness of companies and countries. In this context, especially
innovations changing the usual patterns of behavior, having an impact on job creation and the
development of regions and countries, are important.

Various forms of large-scale, detailed and comprehensive assessments of the competitiveness of
national economies are a remarkable and important manifestation of globalization.

In our analysis, we will make use of the European Innovation Scoreboard (EIS) provided by the European
Commission (EC). It compares innovation performance in EU countries, other European countries, and
regional neighbours, as well as assesses the relative strengths and weaknesses of national innovation
systems and helps countries identify areas they need to address.

The European Innovation Scoreboard 2021, the 20th edition since its introduction in 2001, is based on a
revised framework, which includes new indicators on digitalisation and environmental sustainability,
bringing the scoreboard more in line with the EU political priorities. Also, with the withdrawal of the UK
from the European Union, the EU now represents the average of 27 countries. The UK has consistently
performed above the EU28 average, and the absence of the UK from the EU has resulted in a small
reduction in the EU’s average innovation performance already in EIS 2020.

Table 1 lists four main types of activities and twelve dimensions covered by the EIS:
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Table 1: EIS 2021:Measurement framework

Activity Dimension

Human resources

Attractive research systems
Framework conditions

Digitalisation

Finance and support

Investments Firm investments

Use of information technologies

Innovators

Linkages
Innovation activities

Intellectual assets

Employment impacts

Impacts Sales impacts

Environmental sustainability

Source: Own elaboration according to EC (2021)

The overall picture of innovation performance is provided by the Summary Innovation Index (Sll) - a
summary indicator obtained by aggregating 32 indicators used to measure innovation performance.

The Regional Innovation Scoreboard (RIS) is a regional extension of the European Innovation Scoreboard
(EIS), assessing the innovation performance of European regions on a limited number of indicators (on
21 out of the 32 indicators used in the EIS 2021). The RIS 2021 provides a comparative assessment of
the performance of innovation systems across 240 regions of 22 EU countries, Norway, Serbia,
Switzerland, and the United Kingdom. Cyprus, Estonia, Latvia, Luxembourg and Malta are included at
the country level.

In response to a need for contextual analyses to better understand performance differences between
the innovation indicators used in the main measurement framework, a set of contextual indicators was
introduced to the country profiles in the 2017 edition and revised in the 2018 edition. For this year's
report, two additional sets of indicators are introduced, namely Innovation profiles and Climate change.
The previous indicators include Performance and structure of the economy, Business and
entrepreneurship, Governance and policy framework and Demography.

Surveying the position of the SR in innovation international rankings is not so widespread. Moreover,
there are only few studies taking into account EIS.

Heckova, J. (2008) dealt with the analysis and evaluation of the innovation performance of the Slovak
Republic (SR) with the EU average. Based on the achieved value of the Innovation index, Slovakia was
included in the group of weak innovators. The author states that Slovakia will need at least 21 years to
reach the average level of Europe at those times.

Similarly, Knoskova, L. and Dudekova, A. (2015) point out that the innovation performance of the Slovak
Republic is below the EU average in most of the monitored indicators. Compared to 2008, the Slovak
Republic got from the last group to the penultimate group of moderate innovators, but the dynamics of
performance growth is still low.

Fila, M. and Kucera, J. (2015) state that the potential, as well as innovative performance between
individual members of the EU are significantly different. Slovakia has been placed on the tail of
innovative performance at all levels - national, regional and corporate for a long time.
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This article continues in evaluation of innovation performance of Slovakia we realized in 2018. In our
survey (2018) we presented that the performance of Slovakia according to EIS 2016 together with
Croatia, Cyprus, Czech Republic, Estonia, Greece, Hungary, lItaly, Latvia, Lithuania, Malta, Poland,
Portugal, and Spain is below that of the EU average. These countries are moderate innovators. However,
RIS 2016 revealed that Europe's most innovative regions are located in the most innovative countries,
although regional innovative hubs exist in moderate innovator countries: Piemonte and Friuli-Venezia
Giulia in Italy, Pais Vasco in Spain and Bratislavsky kraj in Slovakia.

By the use of analytical data, we fulfilled the aim of the article. We evaluated the innovation
performance of Slovakia compared to the EU average in 2019. We also specified the strengths and
weaknesses of the innovation performance of Slovakia.

2. MATERIALS AND METHODS

Dealing with the issue of evaluating the innovative performance of the economy presupposes the
definition of a methodological apparatus including an information base and the selection of suitable
methods of information processing and problem solving. The data base of the solved problem is
represented by the official document of the European Commission concerning the current state and
development trends in the field of evaluation of the level of innovation performance of economies. We
performed the analysis and evaluation of the innovation performance of the Slovak Republic in
comparison with the EU average according to the most recent evaluation of the innovation performance
of the EU Member States - EIS 2021.

The performance of EU national innovation systems is measured by the Summary Innovation Index,
which is a composite indicator obtained by taking an unweighted average of the 32 indicators.
Performance of the EU innovation system is measured as the weighted average of the performance of
the innovation systems of all 27 Member States. The EIS uses the most recent statistics from Eurostat
and other internationally recognised sources such as the OECD and the United Nations, available at the
time of analysis, with the cut-off day of 28 April 2021. International sources have been used wherever
possible to improve comparability between countries.

3. RESULTS AND DISCUSSION

The coronavirus pandemic has changed the world in an unprecedented way. Research and innovation
have demonstrated to be a necessary part of the coordinated EU response to the virus outbreak and
they will be vital to support Europe’s sustainable and inclusive recovery.

It can be confirmed by words of Ursula von der Leyen, President of the European Commission, which are
included in the foreword of EIS 2021: “As we will emerge from the pandemic, innovation will be key for
the success of our digital and our green agenda.” (EC, 2021)

The 2021 European Innovation Scoreboard shows that innovation performance of the EU continues to
increase at a steady pace. Further overall improvement is expected in the short-term, but progress
remains uneven within the EU. The process of convergence within the EU, where lower performing
countries are growing faster than higher performing countries, has continued in 2021. In global terms,
the EU has a performance lead over Brazil, China, India, Russia, and South Africa, and a performance gap
with Australia, Canada, Japan, South Korea and the United States. South Korea is the most innovative
country, performing 21 per cent above the EU in 2021. Between 2014 and 2021, the EU has improved its
relative position towards 6 of its global competitors: the performance gap with Australia and Canada has
become smaller and the performance lead over Brazil, India, Russia and South Africa has increased. The
EU has seen a worsening of its relative position towards 4 of its global competitors: the performance
gap with Japan, South Korea and the United States has increased and the performance lead over China
has become smaller. More recently, between 2020 and 2021, the EU has closed part of its performance
gap with Australia and Japan, but Canada, South Korea, and the United States managed to increase their
performance lead.
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Based on their average performance scores as calculated by a composite indicator, the Summary
Innovation Index, Member States fall into four different performance groups:

e Innovation Leaders are all countries with a relative performance in 2021 above 125% of the EU
average in 2021.

e Strong Innovators are all countries with a relative performance in 2021 between 100% and 125% of
the EU average in 2021.

® Moderate Innovators are all countries with a relative performance in 2021 between 70% and 100% of
the EU average in 2021.

e Emerging Innovators are all countries with a relative performance in 2021 below 70% of the EU
average in 2021.

Belgium, Denmark, Finland and Sweden are Innovation Leaders with innovation performance well above
the EU average. Austria, Estonia, France, Germany, Ireland, Luxembourg and the Netherlands are Strong
Innovators with performance above the EU average. The performance of Cyprus, Czechia, Greece, Italy,
Lithuania, Malta, Portugal, Slovenia, and Spain is below the EU average. These countries are Moderate
Innovators. Bulgaria, Croatia, Hungary, Latvia, Poland, Romania and Slovakia are Emerging Innovators
with performance well below the EU average.

The performance groups tend to be geographically concentrated, with the Innovation Leaders and most
of the Strong Innovators located in Northern and Western Europe, and most of the Moderate and
Emerging Innovators in Southern and Eastern Europe.

Unfortunately, Slovakia belongs to the last third in the ranking of innovators. It ranked 23rd out of a
total of 27 places. The total score of the Slovak Republic is 70.98. For comparison, as for V4 countries,
only Poland ranked worse. The Czech Republic, Spain and Slovenia, which have traditionally made us a
company in this category, were placed in the group of moderate innovators this year and saw an
improvement in innovation indicators.

Similarly, as we noticed in our previous survey (2018), RIS 2021 reveals that the most innovative regions
are typically in the most innovative countries. The overall most innovative region in Europe is Stockholm
in Sweden, followed by Eteld-Suomi in Finland, and Oberbayern in Germany. Bratislavsky kraj (SK01),
aregion in Slovakia, is a Moderate Innovator. Innovation performance of the region has decreased
between 2014 and 2021 (-0.6%). Its strenghts include esp. tertiary education, international scientific co
— publications, employed ICT specialists, employment knowledge — intensive activities.

On average, the innovation performance of the EU has increased by 12.5 percentage points since 2014,
in particular due to strong performance increases in the following indicators: Broadband penetration,
Venture capital expenditures, and International scientific co-publications. Since 2014, innovation
performance increased in all EU Member States. Performance has increased the most in Cyprus, Estonia,
Greece, Italy and Lithuania.

Slovakia is ranked among seven countries which performance has declined between 2020 and 2021 (-
0.6% points).

As Figure 1 shows, performance of Slovakia has decreased relative to that of the EU in 2014.
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Figure 1: Sll — Performance of Slovakia relative to EU
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We can state that the innovation performance of Slovakia is significantly below the EU average with
fluctuating growth trend. Regarding the evaluation of developments in Slovakia only very small year-on-
year changes have been recorded from the medium term. The development of Slovakia's innovation
performance has not generally copied the trend in the performance of the EU average, which together
with Sweden, the innovative leader, can be described as stable with tendency to moderate growth, as
evidenced in Figure 2.

Figure 2: Development of innovation performance of EU Member States, Sweden and Slovakia
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As table 2 reveals, Slovakia’s strengths are in Environmental sustainability, Sales impacts and Use of
information technologies. The top-3 indicators include Environment-related technologies, Medium and
high-tech goods exports, and Air emissions by fine particulate matter. In recent years performance
increases for Tertiary education, International scientific co-publications, Most-cited publications,
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Venture capital, Government support for business R&D, ICT specialists, and Environmentrelated
technologies, have been offset by reduced performance for Digital skills, Enterprises providing ICT
training, Design applications, and Sales of innovative products. Slovakia has above average shares of
Non-innovators and is showing below average scores on the Climate change related indicators.

Table 2: Innovation dimensions Slovakia Sl 2021

Performance
Slovakia Relative to EU 2021 in 2021 | relative to EU

2014 in

2014 | 2021
Summary innovation index 63.1 65.1 71.0
Human resources 74.9 70.9 79.4
Doctorate graduates 87 1115 | 77
Population with tertiary education 98.7 49.6 127.3
Lifelong learning 27.3 25.6 30
Attractive research systems 56.5 36.8 63.5
International scientific co - publications 77.1 62.4 101.1
Most cited publications 42.6 15.7 41.8
Foreign doctorate students 51.6 48.3 61.3
Digitalisation 81.2 94.7 112.3
Broadband penetration 80.8 94.9 122.5
People with above basic overall digital skills 81.8 94.4 100
Finance and support 25.5 31.1 304
R&D expenditure in the public sector 36.4 50.9 35.1
Venture capital expenditures 14.9 11.3 25
Government support for business R&D 24.1 17.9 27.8
Firm investments 48.2 55.6 58.2
R&D expenditure in the business sector 28.4 22 315
Non R&D innovation expenditures 93 103.5 | 105.7
Innovation expenditures per employee 42.1 50.6 55.6
Use of information technologies 83.8 73.8 96.8
Enterprises providing ICT training 73.3 80 73.3
Employed ICT specialists 92.9 66.7 123.8
Innovators 27.2 49.1 37.2
Product innovators (SMEs) 29.9 36.1 42.2
Business process innovators (SMEs) 24.6 60.6 32.8
Linkages 49.1 54.6 66.2
Innovative SMEs collaborating with others 63.1 72.9 92.4
Public - private co - publications 75.6 65.6 84.8
Job-to-job mobility of HRST 23.2 33.3 333
Intellectual assets 48.3 36 41.8
PCT patent applications 18 13.8 15.6
Trademark applications 75.9 59.2 79.7
Design applications 40.4 32.9 27.7
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Employment impacts 46.2 44.7 47.1
Employment in knowledge - intensive activities 64.6 58.7 70.7
Employment in innovative enterprises 31.4 34.9 30.4
Sales impact 90.5 104.9 | 92.2
Medium and high - tech product exports 129.7 127.4 | 1422
Knowledge - intensive services exports 41.7 37.5 44.1
Sales of new - to - market/firm innovations 96.2 155.4 | 83.6
Environmental sustainability 1104 107.5 | 1149
Resource productivity 73.5 77.5 108.9
Air emissions by fine particulate matter 103.3 92.9 109.9
Environment - related technologies 166.3 144 125

Source: EC (2021)

Regarding contextual indicators, according to EIS 2021, Slovakia shows the highest positive difference to
the EU in Value-added share foreign-controlled enterprises and Population density, and the biggest
negative difference in Top R&D spending enterprises, GDP per capita and Eco — innovation index,
Circular material use rate and in almost all innovation profiles.

Research & Development (R&D) is a major driver of innovation, and R&D expenditure and intensity are
two of the key indicators used to monitor resources devoted to science and technology worldwide.

Table 3: Development of the share of R&D expenditure in GDP * in%:
2004 2005 2006 2007 2008 2009 2010 2011 2012 2013 2014 2015 2016 2017 2018 2019

SK 0,50 0,49 047 0,45 0,46 0,47 061 066 080 082 088 1,16 0,79 0,89 0,84 0,83
EU(28) 1,75 1,74 1,76 1,77 1,83 1,93 1,92 1,96 2,00 2,01 2,02 2,03 2,04 2,08 2,11 2,13
Notes: * according to National accounts, ESA 2010

(e) - estimated

Slovakia has significantly lagged behind the average in the share of investment in innovation for a long
time, which has a long-term negative impact not only on the economic competitiveness of the Republic,
but also on its overall innovation performance. As table 3 shows, resources spent on research and the
development represented only 0.83% of GDP in 2019, which puts Slovakia among countries with the
lowest and weakest support of research and development.

As a result, science including applied research and development of new goods, services, processes or
procedures is significantly undersized in Slovakia in the long run. At the same time, the difference
between advanced Europe, as well as the overall EU-27 average and Slovakia deepens in relative terms.
Proportion of total expenditure incurred for research and development (and thus for innovation) in both
the public and private sectors grows only minimally in the long term.

In this regard, we evaluate the increase in Government support for business R&D mentioned above
positively.

According to Fila, M. and Kucera, J. (2015), if we compare the values of investments in research and
development and innovation performance expressed by Sll, we find out that there is a clear positive
correlation between them, and thus a higher % of R&D expenditure logically also increases a country's
innovation performance especially in the medium and long term.

To this, of course, one must take into account the overall conceptual policy and systematic nature of
research support, development and innovation in both industry and services, as well as in research
institutions and public administration.
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4. CONCLUSION

In the period of growing globalization and digitalisation, innovation is becoming more and more
important factor determining the success of business activity and countries. As pointed out by the
current pandemic, during which businesses were forced to respond quickly and flexibly to market
changes, the need for innovation is needed even higher. We presented the evaluation of innovation
performance of EU countries by the use of multicriterial evaluation provided by the European
Comission. Innovation performance is measured using a composite indicator — the Summary Innovation
Index — which summarises the performance of a range of different indicators.

We found out that the Slovak republic belongs to the goup of Emerging Innovators with performance
well below the EU average. However, according to Regional Innovation Scoreboard, Bratislavsky kraj,
a region in Slovakia, belongs to a group of Moderate Innovators.

Slovakia’s strengths are in Environmental sustainability, Sales impacts and Use of information
technologies. On the other hand, we observe reduced performance for Digital skills, Enterprises
providing ICT training, Design applications, and Sales of innovative products.

The innovation performance shows only very small year-on-year changes from the medium term. As we
argue, one of the reasons is that proportion of total expenditure incurred for research and development
(and thus for innovation) in both the public and private sectors grows only minimally in the long term.

Slovakia needs conceptual policy and systematic nature of research support, development and
innovation in both industry and services, as well as in research institutions and public administration.
Success in rankings devoted to innovation performance is directly proportional to the effort in this field.
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ENDNOTES

! The EIS reports have been published under the name “European Innovation Scoreboard” until 2009, as
“Innovation Union Scoreboard” between 2010 and 2015, and again as “European Innovation
Scoreboard” from 2016 onwards.

2 |n this year’s edition, the thresholds for identifying the performance groups have been revised and one
performance group has been renamed, making any comparisons with performance groups in previous
EIS reports impossible.

REFERENCES

Belanovd, K. (2018) Innovation Activities of Small and Medium-Sized Enterprises and Their Funding in the Slovak
Republic. In Scientific Council of the Information Systems Management University. Transformation Processes the
Development of Economic Systems in Conditions of Globalization: Scientific Bases, Mechanisms, Prospects :
Collective Monograph. - Riga : ISMA University, 2018. ISBN 978-9984-891-05-7. ISSN 1492-8965, pp. 21-36.

EC (2021) European Innovation Scoreboard 2021. Luxembourg: Publications Office of the European Union, 2020.
Available from: https://ec.europa.eu/docsroom/documents/46013

Fifa, M. and Kucera, J. (2015) Sucasny stav inovacnej vykonnosti Slovenska a slovenskych MSP. Available from:
https://www.researchgate.net/publication/341251565

Hec¢kovd, J. (2008) Multikriteridlne hodnotenie inovaénej vykonnosti SR a ¢lenskych $tatov EU. In ANNO 2008.
Presov : PU, Fakulta manazmentu, 2008. pp. 144-155.

Knoskova, L. And Dudekova, A. (2015) Slovakia Innovation Performance in Context of European Union In Studia
commercialia Bratislavensia 31(8), pp 393 — 406.

104



XVI. IBANESS Congress Series on Economics, Business and Management — Istanbul / Turkey, September 11-12, 2021
XVI. IBANESS Iktisat, Isletme ve Yénetim Bilimleri Kongreler Serisi — istanbul / Tiirkiye ~ 11-12 Eyliil 2021

The Economics Of Truth Management
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Abstract: Despite the current ideal of sharing knowledge and information with everyone in the world, made
possible by the process of globalisation, truth remains a scarce resource. Postmodernism has instilled the idea of
quantification of truth, speaking sometimes of no truth, but only interpretations, and other times of many truths.
The success of postmodern enterprise has managed to insert even truth in the economy of ideas. The traditional
talk of propaganda and the recent talk of post-truth serve to mark the economic carrier of truth. However,
managing truth remains, as always, a challenge. This challenge is made even more formidable by the fact that we
are faced with the prospect of Black Swans, as prominent economic thinker Nassim Taleb would have it.

Introduction

"In almost every action in our daily lives, whether in the realm of politics or business, in our social
behavior or ethical thinking, we are dominated by a relatively small number of people who understand
the mental processes and social forms of the masses. They are the ones who pull the strings that control
the public mind. ” So wrote in 1928 Edward Bernays (Bernays, 1928), known as the pioneer scholar in
the field of public relations and propaganda in his book Propaganda.

As can be seen, since the beginning of the twentieth century serious studies of propaganda have begun,
recognizing it a great weight in the functioning of human societies. Referring to its weight, it can be said
that propaganda is not a simple concept. It more closely resembles the Hegelian Concept, which,
unfolding in time produces history.

However, history produced by propaganda is seen today as undesirable, bad, anti-democratic.
Propaganda helps keep autocratic, tyrannical, and oligarchic leaders in power; causes people to
abandon thoughts to replace them with impulses, habits and emotions; pushes people towards the
interests, desires and needs that serve those in power, not themselves.

The career of progapanda

But propaganda, writes Bernays, has not always been this cursed term as we see it today. The word
"propaganda" was first coined in 1622, when Pope Gregory XV, fearing the global spread of
Protestantism, urgently proposed an addition to the Roman curian. The Office for the Propagation of the
Faith (Congregatio de propaganda fide) would oversee the Church's missionary efforts in the New World
and elsewhere: "They must consider and address any concerns about the spread of the faith throughout
the world."

Propaganda, then, started the semantic career as a term with a positive charge. It was such for the
Catholic Church, becoming the irreplaceable means of spreading the religious faith according to Catholic
teachings. And in fact, if we refer to the etymological meaning of the term in Latin, "propagare" means
"spreding", "multiplication", "distribution", while "propaganda" is "what should be spreded, multiplied,
or distributed" . Since what was to be spreded, multiplied, and distributed was the Catholic faith, and
since the latter was considered the true faith, then propaganda, substantively, was nothing but the
truth. Spreading the truth not only could not be wrong, but it was necessary and ethically the right thing

to do.

The semantics of propaganda is obviously inextricably linked to the semantics of truth. Both of these
concepts have undergone changes over time, such that they have radically transformed each other. In
addition to interacting with the truth, the semantic career of propaganda has been decisively influenced
by pragmatic considerations, such as the field of use of the term and the purpose for which it was used.

Thus, by the end of the XVIII century the term "propaganda" began to be used in secular activities of
civil society, business and various associations. But in this usage, the term lost its positive charge, was
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freed from value, and became neutral. In the pragmatics of civil society, propaganda was no longer
content, much less content of any truth that had to be spread, multiplied and disseminated. It was
transformed from content (propaganda) into means (propagare). Propaganda, then, was nothing but a
means in function of content (or goals) determined by someone else, without necessarily having to do
with the truth of the matter, or with the good. Let us remember that civil society was already defined by
Hegel as "universal selfishness" (Hegel, 1991). Propaganda was therefore understood simply as a means
to be used in the service of selfish interests and needs, where no group or individual could claim a
monopoly of the truth or the good.

Propaganda began to take on a negative connotation in the mid-nineteenth century, when it began to
be used in the political arena. Above all, the totalitarian regimes of the twentieth century such as
Nazism and communism have contributed greatly to this. Infamous propagandists like Adolf Hitler,
Joseph Goebbels, Leni Riefenstahl, Vladimir Lenin, Joseph Stalin, Fidel Castro, have remained in our
memory as great dictators. Propaganda was no longer the content of the truth. It was not merely a
means that agreed to serve various ends in a neutral way. Propaganda was transformed again from
means to content, from propaganda to propagare. But this time its content was the opposite of the
truth. Propaganda became "what was to be spread, multiplied and distributed", precisely because it was
a lie. This transformation of propaganda from means to content and its identification with lies is also
confirmed by the experience of the peoples who lived in the totalitarian regimes of the twentieth
century. Thus, the Czechoslovak dissident Vaclav Havel, in his famous political essay "The Power of the
Powerless" published in 1978, contrasted two lifestyles: living within falsehood and living within truth.
According to Havel, individuals living in a totalitarian system “are forced to live within a lie. There is no
need for them to admit the lie. It is enough to have accepted their life with it and within it. "Because,
with this fact, individuals confirm the system, fulfill the system, make the system, are the system."
(Havel, 2018).

However, it would be wrong to think that propaganda is limited to the political realm only in totalitarian
regimes, or only dictatorial ones. Even liberal democracies are vulnerable and affected by propaganda.
The conditions of possibility for the existence of propaganda in a democracy are related to the semantic
transformation of the concept of truth.

In philosophical theories of truth three of them stand out. The first and oldest is the theory of
correspondence. It begins with Aristotle and Aquinas and continues in the twentieth century with
Russell and Moore. According to this theory, truth is what corresponds to fact. Thus, thinking of reality
as consisting of two levels, of words and things, truth remains to be the correspondence of words to
things, of statements to facts. Things or facts have the irreplaceable role of proving words or statements
(Rasmussen, 2014).

Second, there is the theory of coherence. It is associated with the names of the philosophers Blanshard
and Joachim in the twentieth century. According to this theory, the truth of a statement is related to its
coherence with a specific set of other statements. Unlike the theory of correspondence, the conditions
of the truth of our assertions are not found in the objective features of the world, but in other
assertions. So words or statements do not need to be substantiated by things or facts. Words or
statements are verified by other words or statements, provided there is coherence between them
(Rescher, 1973).

Third, there is the pragmatic theory. Important contributors to its formulation have been the
philosophers James and Peirce. Both of these philosophers were guided by the principle that truth is
satisfactory to be believed. This means that the truth has practical value. True beliefs guarantee that
they do not conflict with our experience (Geyer, 1914). The pragmatic theory of truth does not enjoy
complete independence from the other two theories. It has elements of correspondence as well as
coherence. But, not being purified, pragmatic theory is more elastic, more contextual, and more
opportunistic. The most appropriate slogan for it would be "If it works, then it is true".
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The rise of post-truth

How, then, do these theories relate to the already famous notion of our time, "post-truth"? In the
Oxford Dictionary we read: "post-truth denotes or relates to circumstances where objective facts are
less influential in shaping public opinion than appeals of emotion and personal belief." First, it must be
said that the very fact of formulating the concept of post-truth is evidence that truth, as a concept, has
undergone radical transformations. More specifically, the birth of the concept of post-truth testifies to
the great difficulty of telling the truth and sometimes even the impossibility of doing so. Let us
remember that the question of possibility and the need to tell the truth began to be debated 2500 years
ago, in Ancient Greece, where Socrates was on the side of truth, while on the side of skepticism towards
it and lack of the need to articulate it were the Sophists. Back then Socrates won the intellectual and
moral battle. Today, 2500 years later, the concept of post-truth is proof that the Sophists have
triumphed.

How did this happen? For this we must refer to Heidegger who said that the history of Western
civilization is, in essence, the history of Western metaphysics (Heidegger, 2015). Theories of truth,
although they seem to have a natural place in the philosophical discipline of epistemology, are, first of
all, dependent on the metaphysical conceptions of reality: of man, of nature, of society, of God.

The theory of correspondence, which presents truth as the correspondence of word to thing, of
statement to fact, relied on a metaphysical conception that left no room for doubt of the reality known
by the senses. Things and facts were, therefore, objective and, as such, they could become a solid
foundation for judging the veracity of our statements.

But all this changes with the passage of philosophy to its modern period. After Descartes, when
philosophy becomes skeptical, and especially after Kant, when it becomes critical, one can no longer
speak with absolute certainty about reality, things and facts. Thus, Descartes poses the need for clear
and distinct concepts, a task he places on reason, not the senses (Descartes, 1994). While Kant forces
the cognitive subject, the subject who seeks the truth of the world, to turn his gaze upon himself and to
recognize his own capacities. The Kantian conclusion is that man can know only one aspect of reality,
the phenomenal one, but reality in itself escapes him (Kant, 1999). From this it can be concluded that
facts, although objective, are only one dimension of reality and that science based on those facts cannot
tell us everything we need. This leaves open the way to produce and legitimize even non-scientific
knowledge, for example religious, mystical, artistic and so on. It is important to understand that after
Kant, truth can no longer be a correspondance of statement to fact, as the latter has been dissolved or
relativized in its own weight. It was probably no coincidence that right after Kant on the philosophical
scene came Hegel, who set up an extraordinary philosophical system, when every statement was in
coherence with others and, therefore, could be regarded as true.

But even the Hegelian coherence would receive powerful blows. First Kierkegaard and then Nietzsche
attacked the idea of systematic knowledge, setting as ideal the anti-system and the uninterrupted flux.
This trend continued into the twentieth century with philosophers such as Foucault and Deleuze. The
American pragmatism of James and Peirce, though it cannot be said to have arisen from the ideas of the
aforementioned continental philosophers, was metaphysically enabled by the blows to the system of
Kierkegaard and Nietzsche, and was metaphysically followed by Foucault and Deleuze. It is interesting to
note that the pragmatic slogan "If it works, then it is true" finds significant resonance in Foucault's
relationship between power and knowledge. Nietzsche also said that there are no truths, but only
interpretations (Nietzsche, 1974).

Post-truth, then, can be seen epistemologically as the offspring of Jamesian and Pearcean pragmatism
and metaphysically as the offspring of Kirkegardian, Nietzschean, Foucaultian, and Deleuzeian anti-
systemism. It is these thinkers, but also others in their line, who contributed to the production of the
conditions of possibility for the post-truth phenomenon.

Post-truth is the abandonment of facts and reason. Those who use post-truth are using a form of
persuasion that appeals to emotions and personal belief. As such, post-truth can be identified with
propaganda. "Propaganda," writes Robert Gula, "in its broadest sense is merely a form of persuasion, a
form that appeals to our emotions instead of reason." (Gula, 2002). Now that we find post-truth
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naturally housed in liberal democracies, from Trump's America to Rama's Albania, we must keep in mind
the expression of Goebbels, the infamous Minister of Propaganda during the Nazi regime in Germany,
who said: "It will always remain one of the saltiest jokes about democracy, that it gave its deadly
enemies the tools that destroyed it."

Truth and the Black Swan

Taleb (Taleb, 2007) defines the Black Swan as an event with three attributes: rarity, extreme impact, and
retrospective predictability. First, it is a rare event, which is outside the realm of our regular
expectations, as nothing in the past can convincingly indicate its possibility. Second, it carries an
extreme impact. Third, despite its status as extraneous, human nature pushes us to cook explanations
for its occurrence after the fact, thus making it explicable and predictable.

According to Taleb, a small number of Black Swans explain almost everything in our world, from the
success of ideas and religions, to the dynamics of historical events to the elements of our personal lives.

Taleb's philosophy is of a practical nature, it seeks applicability in many and varied fields of human
activity. But this practical philosophy can also serve as a premise to open up and observe again, but
already from a new perspective, some parts of theoretical philosophy and thought in general. This
exercise is not merely intellectual, but also seeks to reach practical conclusions after traveling through
the territories of pure, or theoretical philosophy. Taleb, therefore, can help us rethink with him some
issues of theoretical and practical importance.

Ethical implications for truth management

To be more specific and using an analogy. According to Taleb, the world is dominated by extremes. He
even makes an essential distinction between the two dynamics in the world, which he calls mediocristan
and extremistan. Medicristan is where we have to endure the tyranny of the collective, the routine, the
visible and the predictable. Extremistan is where we succumb to the tyranny of the singular, the
accidental, the unseen and the unpredictable. While in mediocristan history creeps, in extremistan it
leaps.

If we use an analogy with Aristotle's ethical thought, the mediocristian finds itself in the position of
virtue, as a golden mean, a moderation equidistant from the extremes of excess and deficiency. Vice, on
the other hand, appears in the analogous position of the extremistan. To be influenced by the Black
Swan, to take advantage of the opportunities that come from such an extraordinary event, one has to
give up typical care, of averaging things, for fear of overdoing it. An ethical reading of Taleb's
epistemology leads us to the conclusion that we must either submit to the tyranny of the collective by
practicing the ethics of virtue, or succumb to the tyranny of accident by abandoning the ethics of virtue.
Of course, this second alternative guides us in the search for another ethic, perhaps unrelated to the
Aristotelian framework, since within this framework, as a counterweight to the ethics of virtue, we find
only the "ethics of vice" option. So Talebian epistemology, when we take its ethical implication
seriously, puts Aristotelian ethical thought in difficulty. Our alternatives remain other ethical theories,
utilitarianism, deontology, or ethics of divine order; but these ethical theories treat the question of
morality in a fragmentary and segmented way, linking it to the right action, or good action in a given
situation. They do not address the issue of moral integrity, of the moral character of man.

Existential implications for truth management

The Talebian concept of the Black Swan brings to mind a fundamental notion of Kierkegaard's
existentialist philosophy: the existential rift. It is an event of such magnitude that, although it happens in
time, it divides time in two, in such a way that what comes after it is qualitatively new. Thus, the
existential rift breaks the ordinary chain of causes and consequences, of normal expectations in society
and manages to establish a new order of things. In this sense, the existential rift is an event that,
although it may have happened in the past, is always contemporary. Kierkegaard takes as an example
the coming of Christ and his crucifixion centuries ago and says that to be a Christian today you must be a
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contemporary of Christ. Not in the chronological sense of the time, as such contemporaneity is
impossible; but in the existential sense of time. All who participate today in the existential rift brought
about by Christ are Christians. Others, according to Kierkegaard, even theologians, do not deserve to be
called 'Christians' (Kierkegaard, 1962).

Kierkegaard's existential rift is undoubtedly a concept that can be accommodated in the Talebian notion
of the Black Swan. It contains all three features: it is a rare and unforeseen event, with extreme impact
and which, only after it has happened, becomes explicable and predictable. Such events for Kierkegaard
have positive value. So unlike Taleb, for whom the Black Swans can be both positive and negative,
Kierkegaard gives us arguments to accept and live according to such events.

In the same line with Kierkegaard, although in a different context, that of political philosophy, we find
Badiou. In his work we find the notion of 'loyalty to the event'. The event occurs when the excluded part
appears on the social scene, suddenly and drastically. It undoes the appearance of normalcy and opens
up a space to rethink reality from the point of view of its real basis in inconsistent multiplicity (Badiou,
2007).

The effects of the event are rearranging the proximity of different elements of the situation - moving
some closer and some farther apart. The event creates subjects. In principle, that we can all be its
subjects. But in practice, only a small number of people initially become subjects. Badiou explains that
for example a revolution becomes an event when people see themselves as subjects of the revolution
and not as members of a particular group.

The event calls the subject into a "militant vocation" as its follower. Subjects never direct an event from
a distance. It is the event itself that constitutes them as subjects. Therefore, even if one is revolutionary,
he will be transformed by revolution in another person. Subjects show loyalty to the event. This means
that they interpret and explore the event without denying its eventual nature. In other words, without
normalizing it by putting it in the chain of common causes and consequences that Kierkegaard is talking
about. Showing loyalty to the event thus becomes identical with being existentially contemporary with
spiritual leaders of the past. The Black Swan in religion and politics is the only one that enables
authentic religious and political experience and engagement. Therefore the religious militant and the
political militant should not be labeled negatively, but as the only ones who carry the quality of loyalty
to the religious or political event.

Sociological implications for truth management

As Taleb clearly tells us, who, however, is more epistemologically than ethically inclined, some Black
Swans can bring positive effects while others negative. Thus, based on its effects, the Covid-19
pandemic can be considered a negative Black Swan. The human contribution to this pandemic is the one
that, fatally, has brought about the spread of the virus worldwide. We should have understood and
accepted in time the great truth of our time: that we already live in a world society.

We could have mastered this truth 40 years ago, in a less dramatic way and at lower costs, if we had
seriously considered Luhmann's thesis, according to which today it no longer makes sense to speak of a
national society, like the Italian, Chinese, Albanian, American; today's society is only one: world society
(Luhmann, 2012).

The reality of world society, however, has not been noticed by politicians: they have continued to wage
their local battles, ignoring the negative consequences in society. This reality has not been noticed even
by the activists of the so-called "civil society", who, very often, have managed to articulate and promote
only partial interests of one social group towards others. And finally, the reality of world society has
been unforgivably neglected by contemporary philosophers and scientists; with the exception of
Luhmann and the school of thought he founded, the academic community has achieved nothing more
than recognizing the importance and effects of the globalization process.

This inappropriate semantic reaction of contemporary society to its structural reality would, of course,
have its costs. They appear today in the form of victims of a virus of Chinese origin, which is not only
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causing physical deaths to people in other parts of the world, but is also bringing with it economic and
cultural deaths.

No country is ready to face the coronavirus, but not because of the lack of medical and material
capacity, or because of not knowing the nature of the virus in question. The main problem with the
failure of states - strong and weak, democratic and dictatorial, Western and Eastern - in the face of this
virus, is that they do not start from the premise of existence as states in the reality of a world society.

This missing premise of political decision-making would remind leaders and statesmen that political
problems should be conceived at the global level as universal and typical political problems wherever
this activity is exercised; consequently, the solutions must also have a global relevance, otherwise they
will be only temporary solutions, which, in the future, will be problematic and, sometimes, catastrophic.

The inability to understand the existence of their state in world society and the insistence on continuing
with the reference to "Italian society" made the latter take delayed measures against the deadly virus.
By the same logic, the inability of Albanians to understand that they exist in the same world society with
the Italians and the Chinese and the insistence to continue with the illusion of "Albanian society", made
that in that country the preparation for the virus was at modest levels and sometimes funny. Albanians,
even believing that they really live in "Albanian society", managed to find fantastic explanations for the
lack, initially, of cases of coronavirus: the miraculous medicine of brandy, the mythical Pelasgian people,
or their superhuman immunity to infections.

Blindness to see that we exist in the reality of world society always has a cost; but these costs are fatal
when blindness manifests itself in a country's top political decision-makers. How can we understand
differently the statement of Prime Minister Rama that Albanians could not be injured from the expired
masks they had bought?
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Abstract: Greece was found in the core of the 2007-8 global crisis and the sovereign debt crisis of the Eurozone
countries due to the economy's structural problems and low international competitiveness. | investigate the impact
of the current economic crisis and the adjustment policies on the country's labour market, focusing on the
connection between the technological structure and the skills' level and the occupational tasks. The estimation of
the change in the labour content of exports provides a picture of the labour market transformation. The results
highlight the increasing importance of high skilled employment and the relative tasks as a path for the exit from the
vicious cycle of the economic crisis. The most significant finding is the decreased participation of the low skilled
labour and the corresponding tasks and the increase of high technology sectors and tasks connected with ICT use.
The main policy implication from the research is that the Greek economy's exposure to international competition
requires a continuous upgrading of labour skills.

Keywords: Labour Content of Exports; Greek Economy; Skills; Occupational Tasks.

1. INTRODUCTION

After 2008, the peripheral economies of the Eurozone faced an increase in fiscal deficits, which led to
the expansion of their current account deficit (Petrakis, 2014). Greece was found at the core of the
Eurozone sovereign debt crisis (Economakis et al., 2014). The connection of the Greek economy's
production model with the impact of the economic crisis cannot be ignored (Tsoulfidis et al., 2016).
Greece is characterized by a weak productive structure, with low productive linkages and a low level of
industrial and technological development (Belegri-Roboli et al., 2018; Economakis et al., 2014, 2014,
2015), and, consequently, low international competitiveness. Between 2008-2018, the economy's GDP
shrank by 23.56%, while the unemployment rate raised from 7.8% of the active population in 2008 to
21.5% in 2018 (OECD, 2018). In this research, the impact of the technological structure to the
occupational skills and tasks is examined, focusing on the exports' related employment. The labour
content of exports is analyzed based on the analytical framework of input-output analysis (Foster-
McGregor & Stehrer, 2013). This research focuses on investigating the exports' related employment
since exports have played a dominant role in shaping economic growth and the country's position to
international competitiveness (Fagerberg, 2002).

2. ESTIMATING THE LABOUR CONTENT OF EXPORTS

The input-output analysis provides a link between the sectoral structure of employment and the
sectoral level of production. Analytically, in an economy with fsectors of economic activity, m
occupations, k skills and I tasks the employment of the economy can be defined, using the final
demand as the exogenous variable, as follows (Miller & Blair, 2009):

L=¢-(I—-A)1t.¥ (1)

, where L and ¥ are the 1 x 1 vectors of employment and direct employment coefficients (ratio of the
sector’s employment to the sector’s gross output), Visan xn diagonal matrix with diagonal elements
equal with the final demand by sector and 4 is the n X n domestic matrix of technological coefficients.
The technological structure of each sector of the economy is represented by a column vector of the
matrix 4 (Leontief, 1986). Given { the 1 x 7 identity matrix, the matrix [J’—A}"l is the Leontief
inverse matrix (Leontief, 1991) or the multiplier matrix, with elements indicating the impact of a final
demand’s unit change on the output of a sector. Eq. 1Hata! Basvuru kaynagi bulunamadi. determines
the total employment required to satisfy the specific levels of final demand, including in the calculation
the intermediate demand requirements expressed by the multiplier matrix (Duchin & Steenge, 2007).
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Recent studies (Brautzsch & Ludwig, 2011; Hollweg, 2019) are focusing on the labour content of exports
(L gx), a measure of the impact of the international competitiveness into an economy’s labour market,
estimated by Eq. 2:

Ley=4¢-(I—A)y"' EX (2)

, where EX is the n X ndiagonal matrix, with diagonal elements denoting the structure of exports by
sector. Lgyis an 1 X estimating the exports’ induced sectoral employment per monetary unit of
exports.

Wolff (2003) introduced the estimation of the occupational content of exports (Lex acc), taking to
account the distribution of employment among sectors and occupations, as follows:

Lex oce = foce - (I —A4)7H EX (3)

, where f50cis the m X1 matrix of occupational coefficient matrix, showing employment by
occupation and sector per unit of output. The matrix £g¢¢ is estimated as: €ocr = Locc XA‘1, where
Lyec is the m X n matrix showing the distribution of employment by occupation and sector and Xisa
n X7m matrix with diagonal elements denoting the gross output by sector. Lgy goc is an mx 1
estimating the exports’ induced employment by occupation, per monetary unit of exports.

2.1. The skill content of exports

The exporting sectors' labour skills are promoting are considered an important social aspect of a
country’s involvement in international trade (Salazar-Xirinachs et al., 2014). If § is the k X m matrix of
the share of k-types of skills level for the m occupations, then the skill content of exports (Lgx 5) is
defined as:

Lexs =S -focc-(I—A)1-EX (4)

,where Lgy 5 is a k x 1 showing the distribution of exports’ induced employment by skill level per
monetary unit of exports. For a similar approach, see Wolff (2003) and Kiyota (2013).

2.2. The tasks content intensity of exports

In this research, the above-described methodology is extended, estimating the task content intensity of
exports. Given the [ X m matrix T, depicting the intensity of I tasks for m occupation, the occupational
task content of exports (L gx ) is defined as follows:

Legxr =T Locc- X1 —-atEx (5)

, Where Lgy ris a [ X1 showing the intensity of exports’ induced employment by task, per monetary
unit of exports. It should be noted that the multiplication of the first two matrices gives the employment
weighted average index of tasks’ intensity by sector, as discussed in Lanz et. al. (2013).

The methodology described in this section provides a detailed framework for assessing the
technological structure changes’ impact on the labour content of exports affected. Moreover, the labour
content of exports can be determined regarding the sectors, the skills and the occupational tasks.

112



XVI. IBANESS Congress Series on Economics, Business and Management — Istanbul / Turkey September 11-12, 2021
XVI. IBANESS Iktisat, [sletme ve Yénetim Bilimleri Kongreler Serisi — istanbul / Tiirkiye 11-12 Eyliil 2021

2.2. Data

In this research, the change of the skill and the task content of exports for the Greek economy between
the years 2010 and 2015 is investigated, using a classification of 64 sectors (according to NACE Rev. 2);
40 occupations (according to ISCED 2011); 3 skill’s level categories based on educational attainment
level (Low level -ISCED 0, 1 and 2; Medium level -ISCED 3 and 4; High level: ISCED 5a, 5b and 6); and
tasks indices scores for “Intellectual”, “Physical” and “Social” Task and for “Use of methods” and “Use of
ICT (Information and Communication Technology)” (Eurofound, 2016). In addition, the source of the
domestic input-output table of the Greek economy for the years 2010 and 2015 is the database of
Eurostat. Finally, data on the employment by sector & occupation and occupation & skill are sourced
from primary data of the Labour Force Survey of Greece, and data on the task indices score by
occupation are found at Eurofound (2016).

3. RESULTS

As showed in Hata! Bagvuru kaynagi bulunamadi., the labour content of exports increased by 9.86
percent between the years 2010 and 2015, from 14.24 to 15.64 persons per million €. The methodology
results regarding the sectors are classified based on the sector’s technological level as it is defined in
Eurostat (2010). The most important finding is that, although the high tech sectors demonstrate low
participation in exports' labour content, their share was almost tripled between the examined years. On
the contrary, medium-high sectors show a small decrease, while the labour content of exports for all the
other sectors was increased around 10%.

Figure 1: Labour content of exports by sectoral technological level per million €, Greece, 2010 & 2015
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In contrast with Hata! Bagvuru kaynagi bulunamadi., Hata! Bagvuru kaynagi bulunamadi. shows an
important shift into the skill content of exports. The percentage decreased of low skilled employment
share is 8%, while the percentage increase of medium and high skilled employment reach out 3.38% and
4.62%, respectively.
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Figure 2: Skill content of exports per million €, Greece, 2010 & 2015
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Furthermore, Hata! Basvuru kaynagi bulunamadi. shows an important improvement (4.64%) in the task
intensity connected with ICT use and an almost equal decrease in the task intensity associated with the
use of machines (-4.07%). The percentage decrease of physical and routine intensity reached -2.97%
and -0.87%, respectively, while intellectual, social, autonomy and teamwork intensity have a percentage
increase of 1.71%, 1.76%, 0.25% and 1.42%, respectively. The findings of Hata! Bagvuru kaynagi
bulunamadi. are consistent with those of Hata! Bagvuru kaynagi bulunamadi., given that the decrease
of low skilled labour is connected with the decline of physical task, routine methods and use of
machines. In contrast, the increase in medium and high skilled labour is connected with the other tasks'
increased intensity. Moreover, the significant increase of high tech sectors’ labour content of exports (as
shown in Hata! Bagvuru kaynagi bulunamadi.) is consistent with the high increase of ICT use.

Figure 3: Task content intensity of exports per million € for Greece. The bar chart represents the
intensity for 2015 (main vertical axis) and the red dots represents the percentage change between the
years 2010 and 2015 (secondary axis).
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The findings of Hata! Basvuru kaynagi bulunamadi. are consistent with those of Hata! Bagvuru
kaynagi bulunamadi., given that the decrease of low skilled labour is connected with the decreased
intensity of the physical task, the routine methods and the use of machines. Similarly, the increase in
medium and high skilled labour is associated with the increased intensity of all the other tasks.
Moreover, the significant growth of high technology sectors’ labour content of exports (as shown in
Hata! Bagvuru kaynagi bulunamadi.) is consistent with the high increase of ICT use.

4. CONCLUSION
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The study results can be summarized as follows: the changes in the technological structure of the Greek
economy (2010-2015), expressed by the matrix of technological coefficients, and into the volume and
the structure of exports affected the labour content of exports. The most significant finding is the
decreased participation of the low skilled labour and the corresponding tasks and the increase of high
technology sectors and tasks connected with ICT use. Thus, the main policy implication deriving from
this research is that the Greek economy’s exposure to international competition requires a continuous
upgrading of labour skills.
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Abstract: Coronavirus disease (Covid-19) has prompted many companies to change fundamentally the way of doing
business accross different sectors and regions. Businesses suddenly implemented strategies to stay safe and help
prevent the spread - work from home, restricted in-person business operations, physical distancing, limited number
of physically present workforce, to name but a few. Organizational performance has had an extremely important or
fundamental role for the specialists in many fields (e.g. strategic planners, operations, finance, legal,
and organizational development) even before the pandemic. Companies were looking for optimal strategic
solutions to resume operations and carry on with serving their customers. This paper aims to examine the current
situation faced by companies in North Macedonia in terms of measuring, managing and predicting organizational
performance during the COVID-19 pandemic. In order to investigate the impact of COVID-19 outbreak on
organizational performance, we have conducted 100 surveys of companies across the country. The results show
that almost half of companies have adapted the measurements of organizational performances to the new
conditions during the pandemic. Most respondents said they recognized the importance of organizational
performance as a broad construct which captures what companies do, produce, and accomplish for the numerous
constituencies with which they interact. In other words, it comprises the actual output or results of a business as
measured against its intended outputs (or goals and objectives). Overall, organizational performance has generally
decreased during the pandemic, with employees being the main determinant of organizational performance.

Keywords: Covid-19, organizational performance, North Macedonia

INTRODUCTION

In March 2020, the World Health Organisation (WHO) declared that a coronavirus outbreak (COVID-19)
was a pandemic. It is still ongoing. Our society and thus businesses live with it almost two years. They
are forced to adjust their work according to current measures and restrictions and to work in an
uncertain environment. People are afraid for their life and the businesses are afraid for their market
survivor. The COVID-19 crisis is placing pressure on employers and staff, whether they have to introduce
new policies and methods in a very short period or to cancel their jobs and business operations (Vikas &
Neha, 2021). Organizations often face crises, but the COVID-19 pandemic may be unique given its speed
of change and the scale of its impact on both private and public segments of the economy (Mather,
2020). The companies continuously adopt new strategies and measures in order to maintain or achieve
higher organizational performance if it is possible. Organizational performance are one of the most
important criteria for assessing organization and its activities. Maintaining high organizational
performance is a challenge for the companies today. Taking into consideration that they faced with a lot
of restrictions in their work like work from home, restricted in-person business operations, physical
distancing, limited number of physically present workforce, and etc. The COVID-19 pandemic has raised
awareness of the importance of multiple factors that impact firms’ performance (Imacts of Covid 19 on
corporate governance and assurance, international finance and economics, and non-fiction book
publishing, 2020). The question of which indicators and measures most adequately reflect the
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performance of firms during the COVID-19 outbreak is a challenging one because this crisis might
represent a new set of uncertainties for companies (Kraus, et al., 2020).

The early literature highlights both the enormous economic and social impacts of the COVID-19
outbreak with respect to financial markets, institutions and public policy (Golubova, 2021).

This paper explores the impact of Covid 19 outbreak on organizational performance in the companies in
Republic of North Macedonia. As others companies in the world, Macedonian companies faced with a
lot of problems in their work because of the pandemic. Many firms expect a long recovery period, while
some firms have adjusted to the new normal. Financial problem is at the highest levels for about 31.10%
percent of companies, 28,3% has problem collection of receivables and 25.5% has problem with
decrease in sales (Midovska Petkoska, Elezi, & Boshkoska Klisaroski, 2021).

RESEARCH METHODOLOGY

The main aim of the research is to find out what is the impact of Covid 19 on the organizational
performance in the companies in the Republic of North Macedonia. The research subject is focused on
the question of interconnection between pandemic Covid 19 in the Republic of North Macedonia, and
the influence on the companies in our country.

Data were collected with online questionnaire, prepared in Google Docs. Questionnaire contained
questions in closed ended format and a 5-point Likert scale. The questionnaire contained three sections
with logically connected questions. The first section was designed to gather general information for the
respondents, including the age, the gender, the work position of employees, and size and the
proprietorship of the companies to which the respondents belonged. Also, respondents must answer
did the pandemic has changed the way of the work in their companies, did they working from home
(online), did they have some benefits and obstacles from online working and did their company apply
the way of working from home after the end of the pandemic. The second sections used questions for
organizational performance in companies in terms of Covid 19. In order to complete the objectives of
the study, the questionnaire was sent randomly to 400 respondents in the Republic of North
Macedonia, and response was received from 107 respondents. The survey was conducted from
November 1st to December 31st, 2020. Due to the scope of the research, in this paper, we will present
the results of the second section of the questionnaire.

Research results

As we mentioned in the previous section, in this paper are presented results only of the second part of
the questionnaire that refers to the organizational performance in the Macedonian companies in
pandemic. In order to get information from the employees of all levels at the companies, we sent the
questionnaire to employees of different levels. Most of them are employees, but we have answers from
the managers and owners also.

Measuring of the organizational performance is crucial for every business. The company gets
information about the achievement of its goals through the measurement. According to the results of
the research most of the companies continue to measure their organizational performance, but they
adjust their measurement to the new conditions (36,6 % of the respondents). 18,9 % of the respondents
said that they continued to measure the same organizational performance as before the pandemic. The
other results regarding this question are presented in the fallowing graph 1.
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Graph 1: measuring organizational performance during the pandemic

Do you measure organizational performance during the
pandemic?

I do not know, | am not familiar with this
question

No, we do not measure at all
organizational performance

Yes, but we adjusted the measurements
- ,60%
to the new conditions
Yes, we continued to measure the same
organizational performance

Source: author’s own research

Achieving high performance is determined by a number of factors and conditions. Taking into
consideration that the conditions for work for the companies is signifacly changed during the pandemic
we reasearched the main determinants that had influence on the organziational performance during the
pandemic. According to the respondents employees are still the most important determinant for the
organziational performance. Even 52,8 % of the respondents answer that the employeees are one of the
determinant for the organizational performance. This is very important because most of the change
during the pandemic occurred in the work of the employees, for example they were forced to work
from home, to restrict their communication in face and so on. Besides employees another important
determinant of the orgzanizational performance for the macedonian companies are the available
resources. This is expacted taking into consideration that some of them were faced with reducing of the
opportunites for provideng sufficent resources. In this way thay were faced with difficulties in securing
raw materials and products from abroad becase closing of the borders in some contries. The others
determinants are presented in the graph 2.

Graph 2: Determinats of the organziational performance during Covid 19 pandemic

Determinants of the organzational performance during
Covid 19 pandemic

availableresources
business intelligence
employees 52,80%

technology

organizational culture

Source: author’s own research

The changes that occour in the work of the macedonian companies because of the pandemic also
caused changes in the organziational performance. The results of the research show that in the most of
the surveyed companies (38,7 %) organizational performance decreased. In 26,4 % of the companies
they have been remaind the same as previous the pandemic. It is very important to emphasize that 12,3
% of the surveyed companies noticed increasing of their organizational performance during the
pandemic compearing with the organziational performance before the pandmic. These results are
presented in the Graph 3.

118



XVI. IBANESS Congress Series on Economics, Business and Management — Istanbul / Turkey September 11-12, 2021
XVI. IBANESS Iktisat, [sletme ve Yénetim Bilimleri Kongreler Serisi — istanbul / Tiirkiye 11-12 Eyliil 2021

Graph 3: Changes in the organizational performance during the pandemic

Did the overall organizational performance of your
company have changed during the pandemic?

we have not measured them — 22,60%

no, they remained the same

26,40%

yes, they have increased - 12,30%

yes, they have decreased 38,70%

|

Source: author’s own research

For analyzed data was used SPSS program to perform data entry and analysis. The survey explored a
number of areas relating to organizational performance and the companies. In order to examine the
dependence between the size of the companies presented with the number of employees and the
change of the organizational performance during the pandemic of the Covid 19, the following
hypotheses were tested.

HO: there is no dependence between the size of the company and the change of the organizational
performance in the companies in the Republic of North Macedonia during the pandemic of Covid 19.

H1: there is correlation between the size of the company and the change of the organizational
performance in the companies in the Republic of North Macedonia during the pandemic of Covid 19.

Based on the results obtained p=0,970 so it means that Asymp. Sig. (2-sided) or p> 0.05, which means
that zero is accepted and the alternative hypothesis is rejected. This means that there is a no statistically
significant relationship between the variables. That is, there is a dependence between the size of the
company and the change of the organizational performance in the companies in the Republic of North
Macedonia during the pandemic of Covid 19.. From the obtained results it follows that Individual
hypothesis H1 - is accepted.

Chi-Square Tests

Value df Asymp. Sig. (2-sided)
Pearson Chi-Square 2,856a 9 ,970
Likelihood Ratio 2,847 9 ,970
Linear-by-Linear Association ,664 1 ,415
N of Valid Cases 106

We use cross tabulation to see the interrelation between two variables, organizational performance and
Number of employees.

During the pandemic did your company change the overall organizational performance * Number of
employees Crosstabulation

Count
Number of employees Total
from from 11 from | more
1 to to 50 51 to | than
10 250 250
During the pandemic did | yes, they have decreased 11 8 6 16 41
your company change the | yes, they have increased 2 4 2 5 13

119



XVI. IBANESS Congress Series on Economics, Business and Management — Istanbul / Turkey September 11-12, 2021

XVI. IBANESS Iktisat, [sletme ve Yénetim Bilimleri Kongreler Serisi — istanbul / Tiirkiye 11-12 Eyliil 2021
overall organizational | no, they remained the
& y 7 7 4 10 28
performance same
we have not measured 4 4 4 12 24
Total 24 23 16 43 106

Also to see the dependence between the Market on which the company sales its products and the
change of the organizational performance during the pandemic of the Covid 19, the following
hypotheses were tested.

HO: there is no dependence between the Market on which the company sales its products of the
organizational performance in the companies in the Republic of North Macedonia during the pandemic
of Covid 19.

H1: there is correlation between the Market on which the company sales its products of the
organizational performance in the companies in the Republic of North Macedonia during the pandemic
of Covid 19.

Based on the results obtained p=0,655 so it means that Asymp. Sig. (2-sided) or p> 0.05, which means
that zero is accepted and the alternative hypothesis is rejected. This means that there is a no statistically
significant relationship between the variables. That is, there is a dependence between the Market on
which the company sales its products and the change of the organizational performance in the
companies in the Republic of North Macedonia during the pandemic of Covid 19.. From the obtained
results it follows that Individual hypothesis H1 - is accepted.

Chi-Square Tests

Value df Asymp. Sig. (2-sided)
Pearson Chi-Square 4,158 6 ,655
Likelihood Ratio 4,166 6 ,654
Linear-by-Linear Association ,039 1 ,844
N of Valid Cases 106

We use cross tabulation to see the interrelation between two variables, organizational performance and
Market on which the company sales its products.

During the pandemic did your company change the overall organizational performance * Market on
which the company sales its products Crosstabulation

Count
Market on which the company sales
its products
On
Only on | Only on | domestic Total
domestic | foregin and
market market foregin
market
During the pandemic did | yes, they have decreased 22 2 17 41
your company change | yes, they have increased 5 1 7 13
the o overall | no, they remained the 13 5 10 )8
organizational same
performance we have not measured 11 3 10 24
Total 51 11 44 106
Conclusion

It is evident that the impact of COVID-19 was felt almost immediately in most of the Macedonian
companies. They are facing with a lot of challenges caused of this pandemic. First, they have adopt the
new ways for work in their companies, taking into consideration the new protocols and restrictions by
the government. In the most of the business activities slow and some companies are seeing lower
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revenue resulting in less cash flow. Many of the companies in some sectors ware obligated to close their
businesses in the time for the pandemic (for example restaurants for wedding are closed all the time,
then restaurants, fitness clubs, sport clubs, kindergarten were closed in some period during the
pandemic). This caused lot of the business to fire their employees or even to close their businesses.
Despite the measures of the so called packages for support for the companies by the government, the
businesses are still facing with a lot of problems in their work. all these changes lead to a change in the
overall organizational performance of the companies.

From the results we can conclude that Macedonian companies continued to measure their
organizational performance during the pandemic. Some of them made some adjustments in their
measurement taking into account the new conditions, but some of them continue to measure the same
organizational performance. Most of the Macedonian companies noticed reducing of their
organizational performance during the pandemic. According to the results employees and available
resources are the most important determinates of the organizational performance. In this way we must
stress that employees were obligated to made some changes in the working for example to start to
work from home. This change results with some problems and limitations, because most of the
companies are not technical ready for this kind of work. After that, they said that in this way of work the
control over the employees is reduced.

Further, the Macedonian companies faced with a lot of financial problems, decreasing of the sales and
reducing the production. The consequences of the pandemic have very negative impact on the work of
the most of the Macedonian companies. They will need time for recovery and a lot of additional
support by the government.
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Start-up identity - lifecycle-based self-identification classification of start-ups
based on artificial intelligence and natural language processing

Marton Gosztonyi®

'Budapest LAB Enterprise Development Center, Budapest Business School University of Applied Sciences

Abstract: The paper covers a lifecycle-based self-identification analysis of start-ups in a semi-peripherical country.
We use artificial intelligence-based (Al) natural language processing (NLP) analysis on interviews with Hungarian
start-up’s founders to examine how start-ups’ self-identification changes along lifecycles based on venture capital
investment and inherent classification. Thus, we examine which system process and corresponding category system
promote a company to define itself as a start-up. Our results show that start-up identity is not constructed as a
constant entity but as a constantly changing space, which can be divided into well-defined segments and outlines
the action horizon of the given economic organisation.

Keywords: Start-up, Business Identity, Natural Language Processing, Text Mining, Artificial Intelligence

Start-ups, change of variety

The self-identification of firms largely determines the event horizon of their economic transactions
(Seppanen et al., 2015). As a result, analysing the identity of businesses can help us gain a deeper
understanding of the actions and long and short-term economic strategies that a particular company
implements. Although we already have pervasive literature on the identity of businesses, in the case of
start-ups, this line of research still holds many unanswered questions (Sutton, 2000). In the literature,
start-up self-identification is usually seen as an unchanging entity. This definition is crystal clear as the
entrepreneurial idea emerges and unchangeably follows the company until its exit (Dufour et al., 2018;
Jawahar-McLaughlin, 2001; Lester et al., 2003). This is because theorists mostly focus on start-ups in the
epicentres of start-up ecosystems (Silicon Valley, Tel-Aviv).

Consequently, fewer discourses are available about start-ups operating in semi-peripheral economies. In
our study, we supplement these theories by focusing on start-ups operating in Hungary, a country with
a semi-peripheral economy, and examine how variable the self-identification of start-ups is in this
context. We also analyse the factors and categories that shape the start-up identity.

The start-up form is one of the manifestations of entrepreneurship (Wennekers & Thurik, 1999;
Zacharakis et al., 1999), which contributes greatly to the innovative and competitive advantage and
economic growth of a given economy (van Praag & Versloot, 2007). However, the definition of the
concept itself can be approached from several theoretical foundations. So, its definition is spread over a
wide spectrum in the literature, highlighting its different mechanisms of action. The concept appears in
the late ’60s, early '70s under the collective concept of ‘fast-growing businesses’. At this time, theorists
focused on differences in the accumulation of investment as well as start-up costs in definitions
(Aschmann, 1970) and the limited funding that any fast-growing firm must face (Ray et al., 1974). By the
1980s, the start-up concept had been narrowed down to companies operating in a particular industry.
This concept primarily included early-stage semiconductor companies (Angel, 1989; Schoenberger,
1996). Thus, a term for the phrase ‘fast-growing electronic start-ups’ (Florida, 1991, p. 256) was created.
Parallel to the turbulent growth of the start-up sector in the 1990s and 2000s, the definition space
expanded. Rapid growth (Saxenian, 1994) in an extremely unstable economic environment came to the
forefront in the definition (Markusen, 2003). New types of finance-related companies and venture
capital businesses (Bussgang, 2010) found the role of idea-based operation, informality, and hard work
crucial for exponential growth in firms (Barringer et al., 2005; Feld & Mendelson, 2016). By the 2000s,
start-ups had created new industries. They were at the forefront of developing innovative products and
services (Feeser & Willard, 1990), thus, adding industry experience as a relevant factor to the definition
(Hwang & Horowitt, 2012). By 2010, process-and-context-based definitions of start-ups emerged from
feminist economic geography and post-structuralist theories (Yeung, 2015). These definitions
transformed the definition of start-up to the status of a narrative (Cockayne, 2019) in which both
corporate actions and employee functioning are reanalysed. Thus, start-ups can be defined as a working
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method that promises a new, improved, and more modern type of work based on its self-narrative
(Marwick, 2013), love of work (Gill, 2002; Markusen, 2003), passionate attachments to work (McRobbie,
2002), and the concepts of the new urban environment and lifestyle (Florida, 2005). The contextual
definition of a start-up has also been supplemented with the function of an economic marker, as it
appears in countries that are making promising global or regional economic developments driven by
technology and knowledge-based enterprises. The concept of a start-up has thus also become an
economic status symbol, symbolizing the economic sphere populated by highly educated young people
spearheading business and cultural trends (Marwick, 2013).

When taking stock of the development of the start-up definition, it can be seen that the terminology is
classified primarily based on normative aspects, corporate management, and financial aspects, and
there is little talk about the issue of business identity. This is very similar to initial theories about
companies, which have long been defined by the theory of transaction costs (Coase, 1937; Williamson,
1985). This thesis states that companies exist because they are more effective contractual tools than the
market. Therefore, it is worthwhile for individuals to organise into companies rather than merely enter
into economic transactions in the market because it reduces transaction costs. In recent decades,
however, new theories have emerged: a knowledge-based view of the firm, which is based on theories
of organisational theory and business strategy research (Conner & Prahalad, 1996; Grant, 1996; Kogut &
Zander, 1992). A company’s knowledge-based theory argues that firms exist because they can better
integrate and apply valuable knowledge in business than markets. In addition, companies and entities
carry a fundamentally cultural identity, and this culture is constantly changing. Although Alvesson and
Robertson (2006) argue that corporate identity has been an important part of the scientific discourse
since the 1970s, it constantly talks about the strong correlation between strategic action and symbolic
mechanisms of an economic organisation and the identity discourse and language use. The knowledge-
based theory has indeed been strengthened as a theoretical trend since the early 2000s. Laclau and
Mouffe’s (2001) expanded corporate identity theory founded on speech theory strongly impacted
organisational identity research (Bridgman-Willmott, 2006; Willmott, 2005; Kunz et al., 2014).

According to Laclau and Mouffe (2001), the discourse on corporate identity ‘covers a set of hegemonic
articulation practices that form and organize social and economic relationships’ (2001, p. 96). Storey et
al. (2005) supplemented this by incorporating employees’ perspectives into corporate identity research.
They found that employees ‘do not merely passively accept the narratives and practices to which they
are exposed, but they use it as an inherent field of action . . . and from which market transactions and
economic actions are derived ’( p. 1050). It follows that companies must be seen as cultures, a way of
thinking, and the distribution of external social forms (Weeks-Galunic, 2003). Undertakings are, thus,
sets of identities driven by cultural thinking (ideas, beliefs, assumptions, values, schema of
interpretation, know-how, behaviour, language, and symbols). These identities are selected, varied,
preserved, and institutionalised over time. Therefore, firms provide a sense of community through
language, coordination, and learning built on an entrepreneurial identity and confer some unique
characters to their members (Kogut & Zander, 1992). This identity is expressed in things like the shared
coding scheme of reality, the intersubjectivity of language and the cognitive scheme, the shared
conventions, and rules by which people coordinate their behaviours and decisions, shared moral values,
and expectations. In other words, they reflect participation in a common culture and guide economic
actions, believing that ‘corporate identity is the accumulation of the underlying history...which is central
to an organization’s strategic planning and integrates and coordinates all areas of economic action...a
common factor and goal, but also a sense of loyalty and community’ (Striss-Vodas, 2006, p. 111).
Companies, thus, provide the normative area to which their members belong. This identification has
two consequences. First, it sets out the conventions and rules by which individuals coordinate their
behaviour and decisions. Second, it defines the process by which this learning is socially developed
through the development of values and convergent expectations (Kogut-Zander, 1996).

The start-up as a definition of identity was primarily introduced into the definition discourse by critical,
ecological, post-behaviourist, and feminist economics (Sayer, 2001; Hsu-Hannan, 2005; Kogut-Zander,
1996; Nelson, 2003). Contrary to corporate and business identity research, the study of self-identity for
start-ups was limited to certain sub-areas rather than studying the entire company. However, several
studies have been conducted on the identity-forming effect of visual communication and branding of
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start-ups and the identity formation of leaders (Shi-Miles, 2020; Chow, 2020). The work of Gioia et al.
(2000) was the first to set start-up self-identity as a research goal. They introduced the concept of fluid
identity, which in the case of start-ups means that identity changes in a relatively short period, in an
environment where the seemingly stable principles and values of self-identity are constant, but their
interpretation changes over time. Thus, the static concept of self-identification has been questioned,
pointing out that classifying identity as a permanent or stable concept in the context of continuous
change will be a problematic concept for start-ups. This theory is complemented by the writings of
Parent and Foreman (2007) who introduced the concept of sticky identity, a process in which the
founders of an organisation construct identity narratives to external stakeholders, who receive and
interpret the start-up and reflect them to the organisation. The start-up then continues to work with
this reflected (stuck) narrative, which often involves transforming or redefining its identity. Parallel to
this theory is Jauhiainen’s (2016) identity research, in which he explored early-stage start-up identity to
find that it emerges as a kind of post-constructivist counterpoint. In their initial lifecycle, start-ups shape
their identity discourse vis-a-vis traditional SMEs and wage labour, emphasising the concept of free and
independent entrepreneurship. Startapers then strongly identified with the entrepreneurial label and
used excited, romantic, and liberated language to describe their new role. This exaggeration is a means
to try to fit into the new social category.

In our research, we examine start-up identity through lifecycle theories. Although there are several
lifecycle theories for start-ups (Dodge-Robbins, 1992; Downs, 1967; Dufour et al., 2018; Greiner, 1972;
Jawahar-Mclaughlin, 2001; Lester et al., 2003; Lippitt & Schmidt, 1967; Mintzberg, 1984; Scott, 1971), in
this paper, we use lifecycle theories approached from the point of view of venture capital investments.
This approach has provided the most appropriate systematisation for our text corpus. A series of
lifecycle models based on venture capital investment was opened by Lyden (1975), who typified lifecycle
thinking in his model, starting with a mapping of the resources required like a capital investment. Later,
theories related to the source of financing are fulfilled in the work of Paschen (2017), who tried to
synthesise the basis of all life-cycle models, and at the same time, identified that start-ups need
resources, especially financial resources. In his model, he distinguished three categories: 1) the pre-
start-up phase, which refers to the period before the actual enterprise, 2) the start-up phase, and 3) the
growth phase. In the pre-start-up phase, the problem is clarified; the business idea and the fittest of
how well the company managed to offer a solution to the problem, i.e., the validation of the
product/service, are conducted. At this stage, companies operate without capital investment or with
meager investments. In the start-up phase, market entry, branding, and the real market validation of
the product appear, usually accompanied by a small amount of capital investment, called a seed
investment, or a smaller amount of investment from an angel investor. Finally, in the third phase, the
growth phase, market penetration comes to the fore, accompanied by increasing amounts of venture
capital investments (from Series A to Series J) as well as crowdfunding-based capital investment.

In our research, derived from our diverse corpus, we used Paschen’s (2017) model to typify the lifecycle
while, at the same time, transforming it for start-ups operating in a peripheral economy. In our model,
we separated four investment phases: the Preseed phase (which is the same as Paschen’s pre-start-up
phase), the Seed phase (this corresponds to the start-up phase in the original model), the Series-A phase
(which corresponds to the very beginning of the growth phase), and the Series-B stage (which
corresponds to the beginning of the growth stage). With them, we could transform the theory to the
size and peculiarities of the Hungarian start-up world. These phases were critical because Hungary,
located within the Central and Eastern European region, is a valuable and emerging segment of the
global start-up ecosystem, supported by the increase in the volume of venture capital investments from
2018 (Invest Europe, 2019; Molnar-Jaki, 2020). However, the Hungarian start-up ecosystem differs far
from the start-up ecosystems of the leading countries in both volume and size (Radacsi-Filep, 2021;
Fazekas-Becsky-Nagy, 2019).
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Text mining and artificial intelligence: Data and analysis methods

One of the most evolving methodological directions in economics and social sciences is interpreting
texts using data and quantitative text analysis (Seb&k et al., 2021)%. Natural language processing (NLP)
became one of the leading methodological trends with the Big Data Revolution when diverse, non-
linear, large-scale, heterogeneous databases appeared (Gosztonyi, 2021). As in the case of the complex
methodologies brought to life by Big Data, the inductive direction plays a key role in automated text
analysis instead of the deductive theoretical directions. Hence, it is especially suitable for exploratory
research. Although text mining is also used by our day-to-day software (Google, Youtube, Facebook,
Twitter, etc.), Grimmer and Steward draw attention to some limitations in the method in their 2013
study. For example, the hermeneutic interpretation of human language cannot currently be part of NLP.
Still, substantial textual data can be analysed and processed with the method. Thus, quantitative text
analysis is not intended to replace the analysis of the scientific causal analysis rather embed the process
in an interaction.

The use of text mining and NLP is currently in its infancy in the study of start-ups. Many promising
studies have emerged in recent years. One such study belongs to Ross et al (2021), furthermore, the
work of Rin (2013) or Glupker et al. (2019) extended and improved traditional econometric approaches
using NLP. They researched investor networks to understand how network position determines the
success of investors in start-ups. Based on quantitative data mining on Twitter data of start-up
companies, Antretter et al. (2019) identified companies that could predict economic failure and success.
Vajjala et al. (2020) used NLP techniques to identify potential, high-value investments in the Crunchbase
system. This research was complemented by Xu et al. (2017), who also analysed the Crunchbase
database with NLP intending to narrow the list of portfolio companies that venture capitalists can
consider. Finally, Dellermann et al. (2017) combined machine learning with traditional qualitative
analysis techniques to create a method of so-called hybrid intelligence for start-ups. However, in the
case of start-ups, the literature focuses on certain industries, enterprises, activities, or regions, limiting
the generalisability of NLP research today (Demil et al., 2015; Hermes-Béhm-Krcmar, 2019). The present
study is no exception, as the level of validity of our data can be justified for the start-ups in Hungary.

Our research topic (domain) is start-up companies in Hungary, with a research corpus of 12 documents.
The unstructured dataset underlying the documents consisted of three waves of semi-structured
interviews with start-up founders?. The first two waves occurred in 2019 and 2020 when the research
group of Budapest Business School University of Applied Sciences conducted repeated semi-structured
interviews with four start-ups, including individual and group interviews. This was followed by the 2021
research, in which individual interviews were conducted with six other Hungarian start-up founders.

Consequently, a very heterogeneous data set of 24 interviews were made available for our research?. In
the first step in designing the corpus, we developed the common categorisation based on which each
interview became classifiable. This categorisation adapted Paschen’s (2017) investment capital-based
start-up lifecycle categorisation to a semi-peripheral country (Table 1). The corpus categorisation
included four categories, a) start-ups in the idea stage, for which no capital has been raised yet
(PreSeed), b) start-ups after a small initial investment (max. HUF 10 million) (Seed), c) start-ups after the

1 This methodological direction can be found under several names in the literature; text mining, automated content
analysis, automated text analysis, and natural language processing (NLP)

2 The number of founders of startups ranged from 2 to 4, that of owners ranged from 3 to 6, and the number of
non-founder/owner employees ranged from 0 to 6. All company founders had high education, university or college
degrees.

3 The sample cannot be considered representative of Hungarian startups. But no quantitative database for semi-
peripheral countries is available for developing a representative sample (Szerb et al., 2018). Startups are not
recorded in a separate register. There is not even a separate legal form that would indicate the startup business
form. Consequently, in semi-peripheral countries, this form of enterprise is examined with an interview-based
qualitative methodology, which does not meet the criteria system of representativeness, but makes this economic
segment researchable.

125



XVI. IBANESS Congress Series on Economics, Business and Management — Istanbul / Turkey September 11-12, 2021
XVI. IBANESS Iktisat, [sletme ve Yénetim Bilimleri Kongreler Serisi — istanbul / Tiirkiye 11-12 Eyliil 2021

first investor’s capital injection (Series-A), and finally d) start-ups after two or more large investments
(Series-B)*. After creating the framework, we classified the individual and group interviews as well as the
interviews recorded in the different waves. The interviews — group and individual interviews — could be
treated as a joint document for a given start-up. Even interviews recorded in different waves could be
treated as one if there was no lifecycle change between the two waves®.

Table 1 — Thematic classification of corpus documents based on venture capital lifecycle categorisation
(N=12)

Start-up Year Start-up Lifecycle
PreSeed Seed Series-A Series-B
Branding 2020 1
Day2Day 2020 1
Lockhek 2020 1 1
Emed 2020 1
ViddL 2021 1
Edes Varos 2021 1
Badrockfarm 2021 1
Briefly 2021 1
IBookR 2021 1
Pentech 2021 1
Total 1 2 6

Table 1 shows that the investment lifecycle categories covered a very different number of items. At the
same time, Series-A start-ups contribute to 50% of the total sample. On the other hand, the Preseed
category accounted for only 8.3% of it. This indicates a strong heterogeneity among the sample
numbers per category — an important limitation of our analysis. After sample categorisation, the
interview questions were removed from the corpus. The documents were tokenised (broken down into
word units) and lemmatised (condensed)®. During our analysis, we used stop-word filtering with the
Hungarian stop-word file of the quanteda R program package (Benoit et al., 2018). On the other hand,
we built a specific custom stop-word file for the corpus.

NLP analyses were performed with R v 4.0.0 and RStudio v1.4.0 software’. We performed several NLP
analyses on the start-up corpus to run our results and models through multi-segment validation. Using
NLP descriptive statistics, such as term frequency (TF) and TF-IDF (inverse document frequency), we
examined the corpus and corpus lifecycle elements to explore what defining terms appear in the text.
Relationships between these terms were later explored with n-gram networks (Liu, 2010). The n-gram

4 It is important to note that the amounts indicated in the international literature correspond to the Series-A and
Series-B categories. These numbers are much smaller in the case of Hungarian. Thus, these categories can only be
interpreted in the context of semi-peripheral countries.

5 There was only one startup that made a lifecycle change over the course of a year. The company moved from the
Seed category to the Series-A category. In this case, the interviews were treated separately (as Lockehek and
LockhekPS).

6 The lemmatisation was performed with the magyarlanc 3.0 java based program (Zsibrita et al., 2013). Our code
used for lemmatisation was as follows: java -Xmx1G —jar magyarlanc-3.0.jar -mode morphprase -input *.txt -output
* txt (* indicates the file name).

7 The following software packages were used in our R analysis: Quanteda (Benoit et al., 2018), tidyverse (Wickham
et al.,, 2019), igraph (Csardi-Nepusz, 2006), xIsx (Dragulescu-Arendt, 2020), readtext (Benoit-Obeng, 2021),
wordcloud (Fellows, 2018), tm (Feinerer- Hornik, 2020), forcats (Wickham, 2021), performance analytics (Peterson-
Carl, 2020), factoextra (Kassambara-Mundt, 2020), text2vec (Selivanov-Bickel-Wang, 2020).

The scripts created during the analysis are available in the GitHub repository of Marton Gosztonyi
https://github.com/Goszmarton/StartupNLP
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identification and categorisation are based on knowledge extraction from the syntactic and ontological
relationships of hierarchically nested synonym sets and pattern recognition. The n-gram (a term that
combines n amounts of words) builds relationships through dependencies by exploring the syntactic
relationships of characteristic words (Kuzminov et al., 2018).

Based on the set theory, we examined how many a priori categorization that we had set up (based on
lifecycle venture capital) covers the corpus categorisation and what other possible categorisation can be
discovered in the corpus. We did this by text comparison and used two types of indicators to prepare for
this: the Jaccard index and the Cosine distance. Jaccard divides the number of matching words in a
document by the sum of the number of words. It, thus, shows the ratio of identical terms to the total
word count of documents (Niwattanakul et al., 2013). Its formula is:

docy Ndoc,

docy,doc, )= —"———
J(doc, 2) doc, Udoc,
The cosine distance is based on the angle enclosed by two text vectors (Wang-Dong, 2020). It calculates
the scalar arithmetical product of the vector and then divides it by the product of the Euclidean norms
(L2) of the vector. A cosine distance can take a value between 0 and 1.If it takes a value of 0, the two
texts are not similar at all. Its formula is:

- = n
a-b X1 ab;
== s = —
lammbn /X a2yt b?

We used these results in our topic modelling, an unattended machine learning based on artificial
intelligence, in which the algorithm performs groupings using document properties and model estimates
(SebBk et al., 2021). Topic modelling was expected to reveal an inherent pattern from the corpus
through unspecified indicators. Thus, in topic modelling, we were not primarily interested in the
characteristics of a text but the similarities of the group of texts (Burtejin, 2016). In the process, we used
the Latent Dirichlet Allocation (LDA) algorithm, which treats each document as a vector of word
numbers (Blei et al., 2003; Shi et al., 2016) and treats the lemmas in each start-up document for a
specified number of topics and links them to the keywords-related topic. Based on this, ‘LDA assigns
subject words to documents and then examines the combined appearance of words throughout the
document to estimate topics’ (Seb6k et al., 2021, p. 81). Thus, with the help of predefined clusters
(topics), the algorithm identifies keywords in the documents based on the distribution of the topics
(Jacobi et al., 2016). The LDA model is founded on a probabilistic assumption that content is created in
two steps (Jia, 2018; Palos-Sanchez, 2017; Saura et al., 2018). The first step identifies the words and
classifies each word into a separate document. The next step is to randomly identify the distribution of
topics in the sample and select the main topics (Jia, 2018). In analyses, neither the distribution of topics
in documents nor the distribution of words in topics is known (Saura et al., 2019). However, the
common distribution of hidden and observed variables is expressed by the following mathematical
formula:

o N

X
P(B1k: B1.0:21:0:W1ip) = 1_[ p(ﬁz‘)xl_[ P(Ba‘)xz P(Za‘.n | Bd)pt:wd.n |ﬁl:x:3d.n)
i=1

d=1 n=1

where Bi is the distribution of one word in topic i, with a total of K topics; 6d is the ratio of topics in
document d, D denotes all documents; zq4 assigns the topic in document d; zq,n is the topic design of the
nth word of document d; wa is the observed words in document d; finally, wqn is the n" word of
document d.

The LDA finally identifies the topics and words using the following equation:
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The disadvantage of topic modelling is that it is not possible to measure the performance of the
machine procedure (Sebdk et al., 2021), which is a limitation of the method. That is why we used the
deductive methodological elements (TF-IDF, n-gram) during the synthesis, for which the error of
machine performance has already become quantifiable. The synthesis was finally performed by word
embedding, in which we followed the bag of words method based on unsupervised artificial intelligence.
We aimed to explore and synthesise contextual meanings.

Research questions and hypotheses

Our study explores the lifecycle-based evolution of start-up self-identification and inherent self-
identification categories. Consequently, in our exploratory research, we seek to answer the extent to
which the self-identification of start-up firms varies as a function of their lifecycle and what self-
identification categories can be identified in the segments of different lifecycles.

Consequently, our central research hypothesis is as follows:

Hi: The self-identification of start-ups operating in semi-peripheral countries is not constant but shows a
variable nature along their lifecycle, organised into well-defined separate categories.

The central hypothesis of our research was supplemented with three sub-hypotheses. We first
examined what dominant self-defining clusters appeared in the corpus, based on Paschen’s (2017)
lifecycle-based venture capital investor model and how they can be theoretically classified.

Hi1: Based on Paschen’s (2017) model, the self-identification of start-ups operating in semi-peripheral
countries can be grasped, and markedly distinct differences can be detected along with the clusters of
self-definitions.

Secondly, we examined the sub-hypothesis: what other identity categorisation can be formed from the
corpus by a set-theory-based inductive method, beyond the a priori categorisation of hypothesis 1.1.

Hi2: A different (not venture capital based) self-identification categorisation can be set up for the
examined start-ups with the help of artificial intelligence,

Finally, we examined whether the self-identification categories of sub-hypotheses Hi1 and Hi.2 can be
synthesised, in our third sub-hypothesis.

His: Life-cycle-based self-identification categories based on capital investment and the topic model
complement each other, i.e.,, deductive a priori and inductive machine learning self-identification
categories can be synthesised.

Start-up identity classification based on the lifecycles and venture capitals

As the first step in examining the lifecycle-based identity of start-ups operating in a semi-peripheral
economy like Hungary, we examined the sample corpus’s term frequencies (TF). In TF analysis, the
weight of a word is the number of times it is represented in the documents, i.e., how many times a
given word appears in the corpus’s documents (Sebék et al., 2021). The results of our word frequency
analysis are summarised in Table 2. Depending on the number of lemmas, sub-corpuses of different
sizes are created along with the investment lifecycles. The largest sub-corpus was given by the Series-A
and the smallest by the PreSeed sub-corpus. However, it can be seen from the average word
frequencies that all the sub-corpus can be characterised by the same word frequencies (2.4 std: + - 3.8).
However, there is a difference in the most frequently used words. The Series-A sub-corpus stands out in
this category. This implies that our corpus is skewed towards the Series-A category. The PreSeed
category is not rightly represented in the sample.

Table 2 — TF distributions of the corpus by investment lifecycles

Lifecycles N of Lemmas | Wordcount Std dev | Min Max
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mean wordc. wordc.
PreSeed 1036 2,36 3,76 1 61
Seed 1777 2,41 4,01 1 76
Series-A 6274 2,42 3,91 1 99
Series-B 1941 2,40 3,70 1 47
Total Corpus 11028 2,41 3,87 1 99

However, in addition to word frequency, let’s move on from the most commonly used indicator to the
TF-IDF weighting, which calculates the inverse of word-document frequency (Aizawa, 2003). Based on
this, it can be concluded that if a word is associated with a high TF-IDF score, the word frequently occurs
in the document, while in the whole corpus, it is rare. In contrast, words with a small TF-IDF score often
occur throughout the corpus (Tikk, 2007 ). Therefore, the inverse value of TF-IDF is used, which shows
how significant the given expression is, in general, in its topic. In our study, the TF-IDF index was
calculated and normalised according to the following formula:

n

frerm = E sentence_occurrences ,

i

Where fierm represents the frequency of the expression, i covers the number of documents,
sentence_occurrencesi is the number of sentences in the ith document in which the expression is found.

Normalised TF-IDF values were calculated using the following formula:

zZ ﬁ:erm —min [:F)

M = e (F) — min(F)

#99 + 1

Where Ziwerm is the frequency index of an expression, min(F) is the minimum value of the frequency of
the expression, while max(F) is the maximum value of the frequency of the expression (Kuzminov et al.,

2018).

Based on the TF-IDF indices, after a log-log normalisation, it became comparable to what extent the
documents classified into investment lifecycles differ from the average text corpus? (Figure 1).

Figure 1. TF-IDF index of documents classified by investment lifecycle in a log-log system

8 The intercept value of the normalised linear line is 2.42, while its slope value is -0.54.
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On the one hand, it can be seen from the figure that, not surprisingly, the TF-IDF indices of documents
follow Zipf's law (Zipf, 1949). More importantly, however, the TF-IDF values of the lifecycles differ
significantly. For example, the difference based on the largest lemma is between the Series-A and
PreSeed lifecycles. On the other hand, the Series-B and Seed categories documents follow a fairly
identical TF-IDF index. All this supports that they are drawn up with characteristically separable
document sets based on investor lifecycles.

We created a network of word contexts using bigram analysis to capture exactly what expressions and
semantic relationships differ from the narratives of lifecycles’ stages. As a result, the lemmas were
divided into two-element series, which created an opportunity to identify the relationships and trends,
and patterns between the lemmas (Kwartler, 2017; Schitze et al., 2008). The networks had different
bigram relationships (Table 3). For easier review, the degree was maximised based on the distribution of
the indegree histogram®, and then the network diagrams were transformed based on their number of
indegrees. With descriptive network statistics of bigram networks (Table 3), it can be seen that we
encounter networks with different edge numbers, of which the Series-A network stands out in its size
(3,896 lemmas and 14.326 edge numbers, connections). The network of narratives can also be divided
into a large number of subnet units denoted by the high diameter number (15-22). However, relatively
close interoperability develops between these categories, as shown by the relatively low average road
length values.

Table 3 — Descriptive statistics of Bigram networks

PreSeed Seed Series-A Series-B Corpus
Nodes 1024 1479 3896 2209 5961
Edges 2316 4036 14326 5279 25957
Density 0.0022 0.0018 0.0009 0.0011 0.0007
Diameter 20 15 15 22 17
Ave. path 5.5 4.9 4.6 6.0 4.6

Figure 2. Bigram networks of lifecycles

9 In the PreSeed category, we maximised the relationships greater than 20 degrees, in the Seed category 25, in the
Series-A category 90, and finally in the Series-B category greater than 25.
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The bigram networks made it possible to examine the different word relationships and self-defining
narratives of the four lifecycle stages. In the PreSeed phase, the densest relationships are formed based
on work (money — work), which is primarily interpreted in a positive context, but not in a start-up
system but a short-term (year-month) and project-based (project) context. In addition, we encountered
a predominance of verbs (start) to mark the beginning in the network. It is also important to point out
that words related to the start-up form (start-up idea) are highly peripheral. In the Seed phase, on the
other hand, the narration about the organisation changes, the organisational form appears in the
narrative space (company — enterprise — founder), and the importance of teamwork stands out (people
—team), but work is still highlighted in a positive context (successful —work).

Moreover, the concept of the investor emerges and the suitability of the product, i.e., as the
appropriate answer to the given problem (investor — MVP), is tested. In the Series-A bigram network,
the narrative changes again. Here, the start-up form and the related terminologies appear in the central
position of self-identification (start-up — idea). The focus on competitors also surfaces (see — do —
competition). The concept of time (time — short) reappears and plays a central role in the narrative, and
work continues to be constructed in a positive context (love — work). In the Series-B category, the start-
up form appears strongly as a self-identification (company — start-up). The concepts of market and

131



XVI. IBANESS Congress Series on Economics, Business and Management — Istanbul / Turkey September 11-12, 2021
XVI. IBANESS Iktisat, [sletme ve Yénetim Bilimleri Kongreler Serisi — istanbul / Tiirkiye 11-12 Eyliil 2021

partnership dominate the narrative. However, time (years) remains an important narrative-forming
terminology, and the concept of success appears and is incorporated into self-identification.

Therefore, based on the categorisation, start-ups go through a strong self-identification change along
the investment stages, moving from project-based work, through enterprise and firm, to continuous
self-identity with start-up as a form of enterprise. As a result, new innovation and technology-focused
enterprises are increasingly defining themselves as start-ups.

Topic modelling — developing and synthesising a new classification

Although the lifecycle classification based on the investor decisions presented earlier has proven to be a
successful way of capturing identity, it is nevertheless worth examining the documents to see if it shows
a different classification structure. For this, we used one of NLP’s unsupervised machine learning
methodologies, the topic modelling.

However, before constructing our topic model, we examined the distance between the texts with
Jaccard similarity and Cosine distance to get a more accurate picture of whether an inherent typology
can be formed from the texts. Based on the two distance measurement values, we got a different
picture of the text relationships (Figure 3).

Figure 3. Heat map of the distance between texts based on Jaccard similarity and Cosine distance
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Breaking down the typological framework used so far, the results of the Jaccard similarity show
moderate sameness between the documents. However, there is a very low similarity between the texts
in the case of the cosine distance. This indicates that according to Jaccard distance, a typology system
can be formed by hierarchical clustering. After that, it is expected that the previous investor lifecycle
categories would completely dissolve, and primarily the same problem and product idea would begin to
classify the narratives.

Based on this result, topic modelling provided the most appropriate methodology for forming our
classification, automatically categorising groups using the frequently occurred terms and forms
categories. For the process, we first determined the number of clusters. Then, in the hierarchical cluster
analysis, we placed the texts in a 10-dimensional cluster space and examined how the sums of squares
within the cluster groups change for the different parameters (Figure 4).

Figure 4. Change of sum of squares within clusters for 10 parameters
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Based on this, a triple cluster group design seemed to fit the corpus best. The triple cluster design was
considered appropriate because in k> 3, the sum of squares of the clusters does not appear to decrease
as dynamically as before, and the three clusters can be arranged in a well-interpretable category.
However, it is important to note that there is a relatively large difference between the texts, as even
after the ninth cluster group, the classification can be further clarified by adding additional cluster
groups.

After determining the number of clusters, we used a probability-based Latent Dirichlet Allocation to
determine the topic clusters of the documents. The basic assumption of the LDA method is that
documents consist of a mixture of topics, and that these topics practically correspond to the probability
functions of the corpus vocabulary (Blei et al., 2003). As a result of our topic modelling, three well-
separable clusters were formed based on the lemma-topic probabilities (Fig. 5). The first cluster (1) had
lemmas that represent the “classical entrepreneurial approach”. It is a self-identity in which the creators
of a narrative establish a company they would like to work in and seek an answer to a particular
problem with it. In the second cluster (2), the algorithm classified terms that could be described by the
terminology “money-making idea”. In this self-identity, those working in an economic organisation want
to implement an idea that can quickly generate capital. Finally, the third cluster (3) summarised the
definition of “start-up” found in the literature: operating a specifically pioneering business form that
successfully achieves its goal in a short period of time.

Figure 5 - Result of topic modelling based on lemma-topic probabilities
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Figure 6 describes how these three topics can be compared in parallel with the investment lifecycle
model
Figure 6 - Investment lifecycle level distribution along the three topic model categories
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Based on the investment lifecycle and topic probability, it can be seen that the first topic dominates the
PreSeed stage, that is, the classic entrepreneurial spirit. In the Seed stage, the previous image
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disintegrates and dominance is divided between the classic entrepreneurial spirit and the concept of
start-up. This is accompanied by the appearance of the second cluster in the Series-A phase, that is, the
implementation of the money-making idea. Finally in the Series-B sub corpus we can observe the
primacy of the classic start-up theme. All this means that start-ups start their self-identification using
the classic entrepreneurial approach, in which the start-up approach appears only tangentially, but this
is later supplemented by an idea-based identification as a result of investments, which ends with
complete identity in the case of successful start-ups.

In the next step of synthesis, we used word embedding based on artificial intelligence and unsupervised
learning. Word embedding is performed by neural networks, where the network generates a vector
representation of each word during the learning process. For our analysis, we used the 300-dimensional
vector as the literature suggests (Sebék et al., 2021). Based on these vectors the distance among the
semantic relationships of each lemma can be determined. Expressions with semantically similar content
are located close to each other, whereas those with different ones are located far apart in
multidimensional space.

We analysed the semantic relations based on the previously explored topics, clusters, and results, so
that the stretched narrative space consists of four lemmas, the four clusters described earlier: project,
enterprise, idea, and start-up (Fig. 7).

Figure 7 - Lemma-based narrative space of start-up identity

otlet

05-

vallalkozas

projekt

0.0-

startup

Second dimension

-05-

1.0 05 00 0.5 10
First dimension

In the multidimensional narrative space, the four self-definitions differ markedly. It is important to point
out that the “project” (projekt) category and the “entrepreneurship” (vallalkozas) category are closest
to each other in the semantic space, whereas the “start-up” (start-up) and “idea” (6tlet) identity
categories are located slightly further away from the other two categories. A particularly exciting
finding, however, is how different “idea” itself is from all three categories.
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However, let us see which lemmas can be related to the given categories, and which concepts are
narrated by the given self-definition categories® (Figure 8).

Figure 8 - Start-up identity word embedding-based narrative space supplemented with highly correlated
lemmas
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We do not aim to sharply delimit the boundaries between identity clusters, but it is important to
highlight the conceptual attributes of different self-defining clusters. The “Project” cluster contains the
lemmas of working, capital, and customer (which can also be linked to start-up). It can be concluded
from this that this initial, PreSeed self-definition phase essentially involves the creation of a capital-
oriented alternative job opportunity, which, however, primarily encapsulates customer-oriented rather
than problem-oriented thinking. The other large self-definition cluster, Seed, is drawn around the
entrepreneurial mind cluster. The problem-oriented product/service development approach already
appears here, and in connection with this, the concept of MVP tested on the market, as well as long-
term thinking in the concept of mission. In this case, the raising of capital takes place primarily through

10 The following lemmas were used for word embedding: "startup", "enterprise", "idea", "project", "MVP",

"non non "o non "non

"customer”, "channel", "partner", "money", "investor", "mentor", "problem", "motivation "," loves "," success ",

non I nn nn nn nn non nn nons
’

work "," exit "," goa time "," idea "," year "," woman "," incubator "," mission "," faith ", "new", "informal",

non non non nn

"model", "validate", "network", "pitch", "works", "application", "risk", "capital”, "test", "learn", "salary "," marketing

non nn nn

nn nn nn nn nn

networking "," partner "," strategy "," abroad "," specialist "," market "," owner "," owner "," motivation ","
award "," team " (in Hungarian: "startup", "vallalkozas", "Gtlet", "projekt", "MVP", "Ugyfél", "csatorna", "partner",
"pénz", "befektets", "mentor", "probléma", "motivacid", "szeret", "siker", "dolgozik", "exit", "cél", "id&", "otlet",
"év", "ng", "inkubator", "misszid", "hit","dj", "informalis", "modell", "validal", "network", "pitch", "mdkodik",
"pdlyazat", "kockazat", "t6ke", "teszt", "tanul", "fizetés", "marketing", "networking", "partner", "startégia",

non non non non

"kulfold", "szakember", "piac", "tuljadon", "tulajdonos", "motivacid", "dij", "csapat")
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grants, which is the main investment flow for start-ups in this self-identification. An important feature of
this stage is also the learning process as a state of self-definition, that is, learning both business and
operational skills are an inherent part of the identification of start-ups. The idea-based category (Series-
A), the fourth major category, is closest to the business self-definition but, at the same time, markedly
different from it. It can be considered a kind of start-up self-identification anteroom; when the identity
construction of companies shifts towards pitching and validation, then the concept of growth in self-
definition appears, and the role of incubator houses is strengthened. Finally, the start-up category
(Series-B) compresses the broadest spectrum of concepts. Apparently, the concept of testing on a
market basis, the involvement and retention of teams and professionals, and the formation of
partnerships are strongly linked to it. At this stage, investors appear strongly in the self-identification
space, which brings with it a relatively rapid and foreign-focused development. In this self-identification
category, the concept of success and profit generation (money) also appears. An important element of
this category is also the mentor, who constantly helps with the above processes. Marketing and
branding are an important part of self-identity, but they are a bit detached from the concept, which can
be traced back to the fact that, in most cases the interviewees see their biggest shortcomings in this
concept, so it is understood that it landed a little bit farther in the narrative space.

We also find another identity-forming lemma to be slightly detached from the categories and thus
important to cover. The concept of owner/founder, however, is closest to start-up identification: it
detaches from it, which may be mainly due to the fact that companies in the start-up self-identification
stage are in many cases no longer 100% owners of the company they started, so the concept does not
form closely a part of self-identification.

As a summary of our research results, we publish the verification of our hypotheses in Table 4. Our
hypotheses were considered accepted in all cases, which means that based on Paschen’s (2017) model,
the identity of start-ups can be captured and marked differences can be detected in them based on the
lifecycle formation of venture capital investments. Based on this, four well-distinguishable self-
identification categories can be established among the perating start-ups in semi-peripheral: the
PreSeed category, the Seed category, and the Series-A, and Series-B identity categories.

Table 4 - Verification of hypotheses

Hypothesis Decision Based on
H1 Accepted N-gram analysis, Topic modelling, Word embedding
Hia Accepted N-gram analysis
Hi. Accepted Topic modelling
His Accepted Word embedding

With the help of topic modelling, it was also proved that three inherent identity clusters other than the
lifecycle can be set up on an inductive basis, which we call the entrepreneurial category, the idea-based
category, and the start-up category. Finally, it was also proved that a priori and inductive categorisations
can be synthesised to draw a four-element self-identification system for start-ups, which is the project-
based phase related to pre-seed investment, the enterprise-based phase related to seed investments,
the idea-enterprise and start-up identity phase related to series-A an investment, and the start-up phase
related to series-B investment. In summary, it has been proven that the self-identification of start-ups is
under constant change, which can be organised into well-defined identity clusters.

Conclusion

We examined the identity of start-ups operating in semi-peripheral economies (e.g. Hungary) using text
mining and unsupervised machine learning based on artificial intelligence. In our study, we looked at the
extent to which self-identity can be disaggregated in relation to the concepts of the start-up
entrepreneurial form, that is, to what extent the identity can be treated as a constant and to a variable
concept in the case of start-up companies. We did all this because corporate identity research has
already highlighted that, in the case of economic organisations, identity is present as an action
phenomenon, and companies with different identities carry out different market movements and
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transactions and apply different strategies. For this reason, it was worth examining the identity of start-
up companies operating in a semi-peripheral economy, because as a result of our study it can be stated
that in the classical sense, start-up economic transactions is expected from companies only after series-
B investments. Up to this point, companies work with a constantly changing and heterogeneous set of
identities, which, however, can be categorised according to investor lifecycles.

In the pre-seed blackening phase, economic entities do not identify themselves as enterprises but
primarily as a project coupled with a very positive job concept and constructed primarily as an entity
separate from the world of wage labour. In the seed investment phase, this identity is polarised and
classic start-up elements appear in the identity of companies. However, these are not constructed
within a start-up conceptual network but a conceptual framework of the classic entrepreneurial spirit.
This is complemented by the concept of idea-based, quick profit for companies in the series-A
investment lifecycle stage, pointing to another identity shift. Finally, in the case of companies with
series-B investments, we can find complete self-identification with the start-up form. In this case, along
the classic start-up definition, organisations define themselves as an idea-based, fast-growing, global,
risk-dependent, successful economic entity.

In summary this means that, in the case of countries with a semi-peripheral economy, there are start-
ups with other economic actions along their investment lifecycles, and although start-up terminology
could be applied to all of them, up to series-B, companies do not follow start-up action and strategy due
to their self-identification, rather actions that are much closer to a classical business strategy and
economic transactions. During the change, the new types of work and then the entrepreneurial spirit
are acquired by the entrepreneurial groups, and the concepts of rapid growth and profit are built on
this, which create complete self-identity with the concepts of start-up. Consequently, in the case of
semi-peripheral countries, the companies that operate start-up businesses go through a much slower
identification process than in the case of start-ups that operate in the start-up epicentres.
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Abstract: The main purpose of the study was to study the role of state support in the development of hazelnut
production in the country and the important role of this product in foreign exchange earnings. The research was
based on research methods such as comparative analysis and logical generalization. According to the study, there
are great potential opportunities for the development of hazelnut growing in our country. From this point of view,
farmers and entrepreneurs are showing great interest in the cultivation of hazelnuts, which is one of the most
profitable strategic products, and the establishment of hazelnut orchards. As a result of the research, the
development of hazelnut growing in the country, state support in this area, economic indicators of the product in
question, the currency received from the export of the product, etc. Information about is reflected in the article.

Keywords: agriculture, production, export, productivity, hazelnut orchards, etc.

Introduction

Historical data show that when the last ice age ended, the hazelnut tree was one of the most productive
plants that saved our ancestors from starvation during the formation of mankind. According to the
world's only Hazelnut Institute in Trabzon, Turkey, the hazelnut industrial plant has been known for 600
years, but the hazelnut tree has been known to people since ancient times. [1] Today's common
hazelnuts have been cultivated in orchards since ancient times, and each region has its own cultivated
hazelnuts. In Azerbaijan, hazelnuts are widespread in the foothills of the Sheki-Zagatala region. It also
grows in the forests of Nagorno-Karabakh, Guba-Khachmaz and Zuvand regions. In the VIII-IX centuries,
many markets of the East were supplied by hazelnuts of Gabala region. (A. Rajabli. 1966). [2]

Azerbaijan, which is at an important stage in the development of the non-oil industry, also has a rich
history of hazelnut farming, and in recent years, thanks to state support, there has been a process of
prosperity in this area.

In general, the history of hazelnut cultivation in the Caucasus region dates back to the IV millennium BC.
There have been hazelnut trees in Azerbaijan since ancient times. Hazelnut growing has a rich history,
especially in the northern and northwestern regions of our country. It is known that attention was paid
to this area during the Soviet era. However, after the restoration of our independence, the development
of the hazelnut industry has entered a new stage. According to statistics, in 2016, hazelnuts worth $ 105
million were exported from Azerbaijan to about 25 foreign countries. Hazelnuts produced in the Sheki-
Zagatala economic-geographical region have a very high export potential due to their high quality on the
world market. Necessary steps are being taken to develop hazelnut growing in the region. As a result of
such steps, while there were only 979 hectares of hazelnut orchards in Sheki region in 2016, the total
area of hazelnut orchards in the spring of 2017 reached 1761 hectares.

It should be noted that hazelnuts are the most widespread hard-shelled plant species in the world after
almonds. Cultivated varieties of hazelnuts are grown in Turkey, Italy, Spain, USA, China, Iran, Greece,
France, Azerbaijan, Russia, Kyrgyzstan, Portugal, Belarus, Moldova, Tajikistan, Georgia, Ukraine, Tunisia,
Hungary, Cyprus and Cameroon. At the same time, in countries such as Argentina, Austria, Australia,
Estonia, Iran, New Zealand, Romania, Slovenia, Syria, Ukraine, Great Britain, hazelnuts are produced,
albeit in small quantities, and significant work is being done in this area. As early as the 1960s, the
world's hazelnut production was about 250,000 tons. However, this figure has risen to an average of
797,000 tons over the past eight years. One of the main highlights is that Turkey, the world's leading
hazelnut producer, is followed by Italy, Azerbaijan and Georgia. For this reason, Turkish experts say they
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are concerned about Turkey's declining competitiveness in international hazelnut markets. At the same
time, they believe that the increase in production in Azerbaijan and Georgia will have a negative impact
on Turkish exports. In addition, manufacturers engaged in the chocolate industry propose to grow
hazelnuts in Azerbaijan in order to reduce the cost of raw materials. It should also be noted that foreign
buyers prefer hazelnuts grown in Azerbaijan. The main reason for this is the high fat content of
Azerbaijani hazelnuts, which is highly valued in the production of chocolate products. [1]

Compared to agricultural crops, hazelnuts are characterized by low cost and high profitability. In this
regard, hazelnuts, which are a regular buyer in domestic and foreign markets, are considered more
favorable for producers. Hazelnuts are one of the most lucrative industries. For this, the development of
this area should always be in the center of attention. The provision of state subsidies for seedlings and
saplings used in the planting of new hazelnut orchards will stimulate the rapid development of hazelnut
growing. In addition, one of the measures of state support for the development of hazelnut growing is
the provision of soft loans. For this purpose, more than 50 entrepreneurs were provided with 10.6
million manat, including 600,000 manat soft loans for hazelnut supply, processing and export-oriented
projects in the past period of 2017. In addition, AZN 368,000 was allocated from AKIA for the
development of the hazelnut industry in 2019-2020. Farmers were given AZN 319,900 in concessions
and AZN 206,100 in loans for hazelnut equipment. At the same time, subsidies in the amount of
10,249,954 manat were allocated to 32,366 hazelnut farmers in 2019-2020.

In general, against the background of the development of the non-oil sector in the country, increasing
hazelnut production is also a priority. In this regard, the role of the Presidential Decree "On additional
measures to strengthen state support for the development of silkworms and hazelnuts" signed on
November 16, 2016 is great. According to this document, 700,000 manat was allocated from the state
budget for the purchase of hazelnut seeds. Taking into account the development perspectives, the
project "State Program for the development of berry growing (hazelnuts, almonds, walnuts and
chestnuts) in the Republic of Azerbaijan in 2017-2026" has been developed. It is planned to increase the
productivity to 80,000 hectares and 2-2.5 tons per hectare. [3]

Analysis

In 2016-2019, the total area of hazelnut orchards we analyzed increased by 24,176.1 ha, and hazelnut
bushes increased by 11,566.8 ha during the fruiting age.

Table 1. Area of hazelnut orchards in 2016-2019, (ha)

2016 2017 2018 2019
Common hazelnut 55310,2 67 651,9 74 944,5 79486,3
orchards, ha
Hazelnut bushes at 318143 35781,7 39021,1 43381,1

the age of bar, ha

Production of this product in 2019 increased by 19522.7 tons compared to 2016. Thus, 34270.7 tons in
2016, 45530.4 tons in 2017, 52067.3 tons in 2018, and 53793.4 tons in 2019. The productivity of
hazelnuts we analyzed was 10.7 cents per hectare in 2016, 12.0 cents per hectare in 2017, 12.8 cents
per hectare in 2018, and 12.4 cents per hectare in 2019. [4 ]

If we look at the official statistics, we can see that in 2000 the area of hazelnut orchards in Azerbaijan
was 18,000 hectares, in 2013 it reached 30,000 hectares, and in 2015 it reached 32,700 hectares. In
2017, hazelnut orchards were planted on 55,000 hectares. This is due to the fact that the state has
undertaken the development of this area. The sown areas increased from 32,000 hectares in 2015 to
55,000 hectares, ie new hazelnut orchards were planted on 23,000 hectares in the last two years. This is
not the limit. [2] The sown area of this product in 2020 was 80,000 hectares.

145



XVI. IBANESS Congress Series on Economics, Business and Management — Istanbul / Turkey September 11-12, 2021
XVI. IBANESS Iktisat, [sletme ve Yénetim Bilimleri Kongreler Serisi — istanbul / Tiirkiye 11-12 Eyliil 2021

Diagram 1. Growth dynamics of hazelnut orchards in Azerbaijan.
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Source: Azerbaijan State Statistics Committee.

This is a real figure based on the analysis. If we have managed to increase from 55,000 to 79,000-80,000
hectares over the years, then we can increase this figure in the coming years. Currently, the number of
people engaged in hazelnut growing is growing. In addition, the Hazelnut Producers and Exporters
Association has been established to carry out the work in a centralized manner, to provide assistance to
farmers, and to purchase and export their products in a centralized manner.

In recent years, state support has been provided for the export of agricultural products. The Hazelnut
Producers and Exporters Association, in cooperation with AzZPROMO, is implementing important support
mechanisms, especially export promotion and promotion of the Made in Azerbaijan brand. As a result,
the Azerbaijani Ata-Baba hazelnut variety has found buyers in many foreign countries.

Interest in hazelnut growing, which is an export-oriented industry, is growing every year. The
development of this sector can play an important role both in providing employment and increasing
incomes. [5] The establishment of new hazelnut orchards also contributes to increased production and
exports. Thus, in 2019, 22,639.47 tons of products were exported, thus the country received 125,621.27
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US dollars in foreign currency. Our exports are mainly to Italy, Russia and Germany. In total, last year we
exported hazelnuts to more than 25 countries. Currently, we are the third largest exporter of hazelnuts
after Turkey and Italy. The product was produced with the application of new technologies, which meets
ISO and European standards.

The Ministry of Agriculture and the Food and Agriculture Organization of the United Nations (FAO) have
also launched a joint hazelnut project. The project "Acceleration of efficiency and sustainability in the
field of hazelnut in Azerbaijan" (HAZER) will benefit small farmers operating in this field. The total
budget is 1.3 mIn. The main goal of the US dollar project is to increase productivity by developing value
chains in hazelnut growing in Azerbaijan, increase the efficiency of hazelnut production using intensive
technologies, and improve product quality by reducing the risk of aflatoxin. [4]

It should be noted that the "Rules for subsidizing agricultural production" were approved by Presidential
Decree No. 759 of June 27, 2019 to ensure sowing, yield and seed ratios, seed and seed quotas and
sowing quotas in the regions. [6]

Farmers also take full advantage of the recommendations of the established Agrarian Subsidy Council.
From this point of view, hazelnut orchards are expected to be planted in Agdash, Tovuz, Tartar,
Shamakhi and Yardimli districts. At the same time, state support for hazelnut production, as well as the
use of intensive methods, has turned this sector into a more developed and profitable sector. According
to the decision of the Agrarian Subsidy Council, a subsidy of 400 manat per hectare of intensive hazelnut
orchards and 240 manat per hectare of old orchards is provided. This has stimulated the growth of
hazelnut production in Azerbaijan.

Today hazelnuts are widely used in the home. Thus, hazelnut wood is also used in the manufacture of
baskets, molds and tubs. Fruit capsules with hazelnut leaves are first dried in stalls and used as fertilizer.
The use of hazelnut oil is also very widespread. Hazelnut oil is used in the manufacture of glycerin,
margarine, soap and medicine, and especially in the cosmetics industry. At the same time, refined
hazelnut oil can be used as cooking oil. The pulp remaining after oil extraction can be used as an
additive in animal feed (Akdag 1994). [7] European countries are the world's largest consumers of
hazelnuts. More than 90% of world hazelnut production is consumed in these countries. 90% of these
nuts are consumed directly for food, and 10% in industry (especially chocolate and confectionery) as
dried nuts. [8]

Thus, it should be noted that the establishment of laboratories meeting new standards in the main
production areas for the development of hazelnut, the establishment of drip irrigation systems for
hazelnut orchards, increasing preferential loans to producers for the development of hazelnut,
simplification and acceleration of hazelnut export procedures. it is necessary to form agronomists and
technologists, as well as to create a value chain in hazelnut production.
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Abstract: It is widely recognized that regional integration agreements (RIA) have influence on trade patterns,
income levels, allocation of recourses, and localization of the economic activities in member countries. Highly
dependant on type of the RIA, these effects can be either positive or negative and can have different dimension.
Following the most successful RIA, European Union, we can conclude that this agreement is beneficial one leading
to income levels’ convergence on a higher level. Namely, many studies on EU case show that trade effects are
favorable for the Union as a whole and for every particular country. Although there are some contra arguments, it
seems that trade creation effects exceed trade distortion effect i.e. trade diversion. The question arising here is -
whether some other factors rather than simple enlargement of the market cause this positive result in EU case?
Additionally, is the economic size of member countries relevant, supporting or hindering factor that influences the
results of integration?

Key words: regional integration, trade effects, Balkan countries

Theoretical background

In studies, the relation between overall trade effects of RIA and economic size of participant countries is
already recognized as an important one. Main assertion behind this idea is that there is a proportional
link between economic size and trade effects. Namely, RIA among economically big partners is
beneficial one, and the one among small partners is rather destorsive. On contrary, there are some
studies that disclose totally opposite findings arguing that being small partners in small RIA is actually
beneficial case.

Above mentioned relation between economic size and trade effects of RIA will be treated in this paper.
Assuming that this relation has a specific relevance for the case of Balkan countries, | will try to analyze
it, rather theoretically with limited empirical argumentation. However, the analysis is limited and
modified given the specific circumstances in the Balkan case. First restraint comes from the fact that
these countries don’t have actual and unique regional agreement that relate them in one integral intact.
It is rather a case of numerous free trade agreements, one Memorandum of understanding, high
political will of international community and European Union and last but not the least, questionable
political will of the actual potential participant countries.

Extension of Viner’s trade model

The analysis of trade effects of RIAs, based on the conventional Viner’s interpretation can be extended
in different ways, by introducing new assumptions and arguments. For the purposes of this research,
Viner’s model will be extended with several assumptions:

e Itis a small country, characterized by high import dependence;
e RIA means removal of tariff and other non tariff measures by partner countries;
e The country sign a RIA with similar small country.

First assumption introduce one very important feature — high level of imports , meaning vast quantity of
imports and relatively inelastic import demand * Third assumption has its own meaning too, because it

1 This situation shown in the graphic will mean that import demand curve will be more straightforward, more
vertically situated and distanced relative to Y axis (the quantity of import is vast, and large changes in price cause
small changes in demanded quantity
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ensures distinction among trade effects gained in the case of small country in RIA with small or big
partners. In Balkan case, the former case is rather interesting one. Further more, it must be emphasized
that this is partial equilibrium model, taking into account only the market of one product.

The import demand curve (Da, hereafter) for a certain product in small country is equal to the total
demand in the country minus demand for the domestically produced product. This so called import
demand can be satisfied by the import from small partner or import from large partner. If the country
has equal import tariffs for all partners, regardless of their size and than subsequently forms an RIA with
one of the partners, the results are two totally different situations with entirely different distribution of
the effects for the observed country.

Trade in respect to the effects of one member country in small RIA has its own peculiarities. This is
obvious on imports side as well as on the side of exports and it is determined by the small quantity of
supply and demand of the partners and their inability to cover the needs for concrete products in
mutual exchange. Because of this, small countries, participants of the RIAs, usually have to cooperate,
i.e. to import and export from and to other countries outside the agreement, which changes the
redistribution of the benefits and effects of the integration agreement. This descriptive analysis can be
observed on graph.

Graph 1 —Trade effects for the small partners forming RIA

Pa+T

Pw

oo

v

Qi Q Gs Qsw Q4

Pw Pw Pw Py

Source: Robson Peter — Economics of International Integration (4th edition) — Routledge, London, 1998

Free trade case

When we are discussing import, in the case of free trade, import demand in the small country A is OQa..
Because trade is free of every limits, price on domestic market A is equal to world price (Pw = Pa). Part of
the quantity (OQu) is satisfied by the import from some other small country B (here marked Ss (potential
partner), and rest of the import (Qi-Qa) originate from other countries.

Tariff introduction case

If the observed country introduce tariff for the product, the result is price increase in domestic market
for the total amount of the tariff (Ra + T). In the case of small markets producers are not interested to
take over part of the tariff burden, so the increase is for the total amount. In this case, the export supply
in the country B is shifting to right. The producers from the country B offer more quantity for every price
level. The import in this new situation, when the priceis (Ra + T) in country A is following:

O — Q2- comes from the small county B
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Q2-Qg3, the rest of the quantity is imported from other countries. Domestic consumers pay price Pa+ T
for the product, part of which Pa is amount that goes to the foreign producers, whatever from which
country they come, and T is the tariff transferred in the budget of the country A, while consumers will
consume less due to the price increase.

An RIA with small partner B

If country A forms an RIA with similar small country (in the graph marked by B), than the product price
in the market of the country A stays unchanged on the level of Pa+ T. This situation is determined by the
fact that country A will have to import from other countries in order to satisfy the need for the concrete
product. The supply from the partner county B is insufficient for accomplishing that goal. Since the price
is unchanged, the attitude of the domestic producers and consumers remains unchanged also,
neutralizing the possible consumers and producers benefits in the country A. The only change in this
case is the source of import. Namely, as a result of the relief from tariff, producers from country B sell
bigger amount in country A for each price. That is the Sg shifts to right. The import from country B is
(0Qs), while rest of the import (Qs-Qs) comes from other countries. The price is on the level of Pa+ T,
but since the country A is not charging tariff for the import from B, the area A+B+C in the graph is the
lost for the country A, because these tariff incomes are transferred to the foreign producers in country
B. The lost are determined by several factors: the level of T kept in the relations with third countries; the
initial quantity of import from country B and the intensity of trade diversion effect, i.e. how much of the
trade will diverse to B and how foreign producers from other countries, outside the block, will decide to
absorb the tariff, neutralising trade diversion effect.

Above mentioned negative effects are used as an argument in favor of the argument that RIA are not
beneficial for small member countries. According to this, the unchangeable price is the basic
determinant that causes other negative effects: inability to induce competitive pressure in the partner
countries, without benefits for the consumer, no efficiency pressure and so on. On the other hand, all
benefits in this case go to the other small partner country B.

The RIA induces some effects on the export side. In this mentioned case, i.e. RIA between two small
partners or countries, the effects on the export side can be observed on the same graph with switching
the countries roles. Namely, now, B is the country of interest, that makes an agreement with other
similar small country (in the case that is the country A) with the import demand Ds.

The effects elaborated above, explaining the export of the country B are actually the effects of interest
now. Namely, after the agreement, because of the tariff free entrance (its export supply is 0Qs,) and as
a consequence of unchanged price level in the partner country A, B benefits because it exports much
more quantity compared to situation with the tariff limit, substituted the imports from third countries in
country A, that are significantly diminished. Actually, in the country importer A, nothing is changed,
except the participation of the import from the countries. Lost tariff revenues for country A (A+B+C)
now considered from the point of view of country B are transferred benefits and extra profit for the
producers in B.

One separate question related to this specific case is the possibility for the price decreasing in the
market of the country importer A. Namely, as a result of the tariff in relation to third countries, we
assume that the price on the market remains the same Pa +T, and the import participation of other
countries decreased significantly from Q2-Qa4 to Q3-Qs in favor of country B.

This effect is created in the situations when the rest of the world producers are not interested for export
in country A, so they easily depart from that market, leaving it to the producers from B. But in the
reality, if their interest for placement is high, (not due to the market size, but other reasons) they will
absorb part of the tariff and that will lead to decrease of the price to the level of Ry, i.e. free trade level.
For the producers from the country B this will mean losing the preferential treatment and adjustment to
the free trade conditions. In this case the benefits will enjoy the country A: the price will fall down, the
consumer will gain, and the competition will be intensified in the import as well as in the domestic
production. All these will lead to better efficiency, and in the same time the county will charge part of
the tariff from the foreign producers from the countries outside the agreement. In reality these effects
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are the most wanted and the most ideal for the regional block as a whole, but not for separate small
countries. Small countries in this case are increasing its markets’ importance and attractiveness and
force foreign producers to absorb the tariff, totally or partly. As a meter a fact, gaining the
characteristics of large market, small partners achieve the main benefit in the trade in relation to third
countries outside the block, and less within the block.

RIAs in the Balkans

Important features of Balkan countries’ policies are parallel paths of trade liberalization processes
pursued in each country. Regional trade liberalization process is accompanied by bilateral dimension i.e.
trade liberalization with EU and multilateral dimension also, with the countries entrances to WTO. It
seems that this situation of multiply liberalism is beneficial one in respect to trade integration effects.
According to the theoretical model discussed above, this parallelism in trade liberalization processes
was supposed to enhance competitive and efficiency pressures in Balkan countries, not allowing to no
one country to benefit on the account of the others in the RIA.

What we want to argue in this paper is that this was not exactly the case in Balkan countries, having in
mind that most of the trade flows now are driven by the technology? flows, and additionally taking into
account low technology level in these countries. Regional integration models are explaining trade
effects on the basis on changing market structure in the whole area and transforming towards most
desirable case — perfect competition. But, considering the fact that these models are only partial models
explaining market of concrete products, it became obvious that for a certain products regional trade
agreements cause positive and for others negative effects. It seems that technology issue is the most
important and determining in this respect.

To be precise, for the products using high technology in production process, regional integration
agreements has no meaning because most of the countries are not competitive in these spheres with
the rest of the world or EU. As a consequence, import of these kinds of products from outside RIA is high
and on a relatively high price levels including tariff burden. To resume, for these products, RIA doesn’t
change the market structure. As a final result the competitive pressures are missing on the market as a
whole not influencing national competitiveness at all.

Contrary, for a certain products, RIA works as a tool for enhancing mutual trade. Having in mind the
comparative advantages in some spheres, for example — agriculture, RIA encourages trade creation
effects rather than some distortive forces. This is partly resulting of EU restrictive agricultural policy and
limited possibilities to sell in its market. As a result in these sphere, trade flows are constant with the
constant or even decreasing prices. This can be positive from the perspective of specialization effects,
but on overall is rather negative as these sectors (agriculture) and their extensive developments have no
strengths for inducing high development rates in the countries.

At the end, it can be interesting to analyze which of Balkan countries benefit on the account of the
others inside the agreement. Specifically, if there is trade diversion effects it is questionable which
countries are winners and losers in this RIAs. Studies related to this meter suggest that small countries
are better off in small RIA, and economically bigger countries are losers. Maybe that is reason why some
of the countries of the region are suspicious for the benefit of the closer regional integration. However
this problem needs further econometric analysis and argumentation.

Conclusion

Given this differentiate influence of RIAs, trade effects’ analysis remains ambiguous. The statement that
RIAs are always beneficial can not be fully supported with the case of Balkan countries. Having in mind
complicated institutional and technical nature of the Balkan RIAs, and in addition their small economic

2 Explained in new trade theories
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size

as well as low technical level, we can say that their mutual trade is driven by some peculiar forces.

Trying to capture these forces and present them in a modified Viner’'s model, we believe that small
increments are made in the theory of regional integration.
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The National Strategies Of Vaccination Against Covid-19 In Several European
Countries. A Comparative Analysis

PhD Nicoleta (Butnaru) Doru?

!National School of Political and Administrative Studies Romania

Summary: In the context of the worldwide spread of the new coronavirus infection, COVID-19, there is a lack of
examples of good practice regarding the efforts of nations to prevent and reduce the effects of the pandemic. One
by one, each country has adopted different health and social policies to combat the COVID-19. This research aims to
compare the vaccination strategies of several European countries, including Romania, based on the international
statistics available. Romania has broadly chosen the European model, but this model has not been completely
defined and this is the reason why we started this research. We collected data from December 2020 - August 2021,
regarding the vaccination statistics in countries such as Germany, France, Italy, Hungary, Bulgaria, Turkey and
Romania. Relying on these data, we compare the national strategies of vaccination and the public communication
campaign initiated by the central administration on this topic. The findings show similar features in the strategies of
vaccination, but a difference in the population’s attitude towards vaccination. Also, the result of vaccination
strategies was reflected in the excess mortality rate during the Covid-19 pandemic, starting with January - February
2021. The paper contributes to a better understanding of the efficacy of national strategies aiming to maintain and
improve the health state of the population in a context of crisis.

Keywords: vaccination against covid-19, communication strategies of vaccination campaigns.

Problem

Lack of models for applying the methods of implementing vaccination campaigns through the media.

Objectives
» ldentify the elements of good practice that led to the vaccination of a large number of people;
» Finding the behavior of the population that led to the rejection of vaccination;

» Establishing common and / or different elements of strategy of the research countries.

Introduction / Context

The COVID-19 pandemic was declared in Europe in early 2020 and one by one each country has
experienced real wars with this disease that has killed millions of people. The first cases of the disease
appeared in France, Germany, Italy, Hungary, Turkey, Bulgaria and Romania, at the end of 2019 and the
beginning of 2020. In Romania, the first infection with the SARS-CoV-2 virus was announced in February
2020.

What we compare: STRATEGIC CONTENT
Start dates: Most states started vaccination at the end of 2020 or the beginning of 2021. Romania

started on December 27, 2020, with 960 first-line medical staff vaccinated against COVID-19.

In the moment, in Romania, vaccination is declining

Source: https://qap.ecdc.europa.eu/public/extensions/COVID-19/vaccine-tracker.html#national-ref-tab.
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Remember

The first vaccines against COVID-19 appeared a few months later, in December 2020, when most
European countries began vaccinating the adult population.

Globally, as of 5:11pm CEST, 31 August 2021, there have been 216,867,420 confirmed cases of COVID-

19, including 4,507,837 deaths, reported to WHO.

As of 30 August 2021, a total of 5,019,907,027 vaccine doses have been administered.

(https://covid19.who.int/)

Cases Deaths
Cases newly . Deaths newly .
newl reported in Total Deaths newl reported in
Country Total Cases v . last 24 v . last 24
reported in reported in
last 7 days hours last 7 days hours
¥ At August, 4 At August,
31 31
France 6.557.097 108.730 3.771 112.649 469 93
Italy 4.534.499 45.720 4,253 129.146 351 53
Germany 3.942.856 65.244 5.750 92.200 178 60
Turkey 6.366.438 131.918 19.557 56.458 1.693 245
Hungary 266.660 1.134 110 30.058 4 1
Romania 1.098.765 6.643 1.313 34.570 130 31
Bulgaria 453.689 10.503 2.090 18.840 2.090 109

Extras by: https://covid19.who.int/table

Starting from the vaccination rate, on August 30, 2021, we find out the following information:

» 39.5% of the world population has received at least one dose of a COVID-19 vaccine;

» 5.29 billion doses have been administered globally, and 41.1 million are now administered each
day;

» Only 1.7% of people in low-income countries have received at least one dose.

(https://ourworldindata.org/covid-vaccinations)

An overview of the world's vaccination campaign shows the context in which the population is fighting
the COVID-19 pandemic. Countries such as Romania and Bulgaria do not even enter this top, the
percentage of people vaccinated with one or two doses being below 30%. Reporting is performed on
the population eligible for vaccination.

How did they vaccinate and how many people?

We started from the effects of vaccination campaigns in the respective countries and we found out that,
depending on the number of vaccine doses administered to the population, the top looks like this:

» France, with 128.73 doses/ 100 people;
> ltaly, 127.87 doses/ 100 people;

» Germany - 120.90 doses/ 100 people;
» Turkey - 109.36 doses/ 100 people;
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» Hungary —109.36 doses/ 100 people ;
» Romania - 50.97 doses/ 100 people ;
> Bulgaria with 33.19 doses/ 100 people.

Top from August 30, 2021
COVID-19 vaccine doses administered per 100 people cuVnd
Total number of doses administered, divided by the total population of the country.
France
Italy
120 Germany
Turkey
Hungary
100
80
60
Romania
40
Bulgaria
20
0
Dec 27,2020 Feb 24, 2021 Apr 15, 2021 Jun 4, 2021 Aug 30, 2021
Source: Official data collated by Our World in Data. For vaccines that require multiple doses, each individual dose is counted. As the same CC BY
person may receive more than one dose, the number of doses per 100 people can be higher than 100

Depending on the percentage of the vaccinated population, the statistics maintain the almost same
ranking:

»  France - 59% (fully vaccinated) & 13% (partly vaccinated);
Italy - 60% (fully vaccinated) & 9.9% (partly vaccinated);
Germany - 60% (fully vaccinated) & 4,6% (partly vaccinated);
Hungary - 57% (fully vaccinated) & 3.0 % (partly vaccinated);
Turkey - 43% (fully vaccinated) & 13 % (partly vaccinated);
Romania - 27% (fully vaccinated) & 0.01 % (partly vaccinated);

vV V V VYV VYV V¥V

Bulgaria — 16% (fully vaccinated).
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Share of people vaccinated against COVID-19, Aug 30, 2021

M Share of people fully vaccinated against COVID-19 M Share of people only partly vaccinated against COVID-19

France 59% 13% 1%

Italy 9.9% 70%

Germany LA 65%
Hungary

Turkey
Romania

Bulgaria

0% 10% 20% 30% 40% 50% 60% 70%

Source: Official data collated by Our World in Data. This data is only available for countries which report the breakdown of doses administered
by first and second doses in absolute numbers.
cCcBY

Sources:https://ourworldindata.org/covid-vaccinations?country=ROU~DEU~HUN~ITA~BGR~FRA~TUR
https://github.com/owid/covid-19-data/tree/master/public/data/vaccinations/locations.csv
https://github.com/owid/covid-19-data/tree/master/public/data/vaccinations

You can download the full dataset here:

https://github.com/owid/covid-19-data/tree/master/public/data/vaccinations.

France: Campaign with Strategy Assumed by Health Authorities
» Vaccination strategy

https://solidarites-sante.gouv.fr/grands-dossiers/la-vaccination-contre-la-covid19/article/la-strategie-
vaccinale: Ministry of Solidarity and Health;

https://www.has-sante.fr/jcms/p_3221237/fr/vaccins-covid-19-quelle-strategie-de- priorisation-a-I-
initiation-de-la-campagne: High Authority for Health (HAS).

How many stages of vaccination and what population categories are in each stage: 3 stages

» Phase 1: For this phase, scheduled for January and February, the people involved are: those who
are elderly residents of institutions (eg nursing homes), professionals working there and at high risk
(over 65 years of age). years, pathologies). (1 million people).

» Phase 2: people over the age of 75, then people over the age of 65 and suffering from pathologies,
as well as health professionals and medical and social hospitals over the age of 50 and suffering
from pathologies.

» Phase 3: the other sections of the population that are likely to be infected and have not been
targeted.
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Criteria for prioritizing the population for vaccination: institutionalization, age, place of
work, medical history, ONLY AFTER OBTAINING WRITTEN CONSENT.

Pages of the vaccination campaign on:
https://solidarites-sante.gouv.fr/IMG/pdf/guide_vaccination_contre_la_covid_ehpad_-_usld.pdf
Facebook: https://www.facebook.com/MinSoliSante

Twitter: https://twitter.com/MinSoliSante.

Number and percentage of vaccinated persons: 26.01.2021, 1.83%, 1,184,510 doses administered;

First person vaccinated: Mauricette M., 78, resident of the long-term care unit of the René-Muret
Hospital in Sevran, Seine-Saint-Denis, suffers from deafness.

The existence of legal representatives for the mentally vulnerable was discussed. Population:
65,273,511.

France: The promoted strategy publicizes with illustrations cases of immunized
grandparents. Communication type: Story Telling

—_——
—
. :QQ
|
X

Source: Figaro

Germany. Message Types: Official, no place for interpretations. Assumed by the health
authorities

January 2021: Responsible for coordinating the vaccination process is the Paul Ehrlich Institute, which
distributes the vaccine to the 27 centers in the 16 states. https://www.bundesregierung.de/breg-
de/themen/coronavirus/coronavirus-impfung-fag-1788988. No illustration, no interpretations.
Information provided: Vaccination strategy, priority vaccination steps, scheduling arrangements.

For example: How many stages of vaccination and what population categories are in each stage.
Highest priority:

People who have reached the age of 80;
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