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DAUGAVPILS UNIVERSITATES 61. STARPTAUTISKAS ZINATNISKAS KONFERENCES PROCEEDINGS OF
RAKSTU KRAJUMS THE 615" INTERNATIONAL SCIENTIFIC CONFERENCE OF DAUGAVPILS UNIVERSITY

Daugavpils Universitateé docétdju un studgjoSo zinatniskas konferences notiek kop$
1958. gada. Konferencém ir starpdisciplinars raksturs un tajas piedalas gan studgjosie, gan docétaji,
gan arT iev@rojami zinatnieki no dazadam pasaules valstim. Daugavpils Universitates
61. starptautiskas zinatniskas konferences p&tijumu tematika bija loti plasa — eksaktas, humanitaras,
izglitibas, makslas un socialo zinatnu jomas.

Zinatnisko rakstu krajuma Daugavpils Universitates 61. starptautiskas zinatniskas
konferences rakstu krajums = Proceedings of the 6I° International Scientific Conference of
Daugavpils University apkopoti 2019. gada 11.—12. aprili konferencé prezentétie materiali.

Daugavpils Universitates 61. starptautiskas zinatniskas konferences rakstu krajums tiek
publicéts 3 dalas: A. dala. Dabaszinatnes; B. dala. Socialds zindtnes; C. dala. Humanitaras
zinatnes.

The annual scientific conferences at Daugavpils University have been organized since 1958.
The themes of research presented at the conferences cover all spheres of life. Due to the facts that
the conference was of interdisciplinary character and that its participants were students and
outstanding scientists from different countries, the subjects of scientific investigations were very
varied — in the domains of exact sciences, the humanities, education, art and social sciences.

The results of scientific investigations presented during the conference are collected in the
collection of scientific articles Proceedings of the 61% International Scientific Conference of
Daugavpils University.

Proceedings of the 61% International Scientific Conference of Daugavpils University are
published in three parts: part A. Natural sciences; part B. Social Sciences; part C. Humanities.
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PSIHOLOGIJA / PSYCHOLOGY

TESTING FIVE - DIMENSIONAL IDENTITY MODEL
AND DERIVING PERSONAL IDENTITY STATUSES
AMONG LATVIAN EMERGING ADULTS

Sergejs Andrejevs, Vitalijs Rascevskis
Daugavpils University, Parades street 1, Daugavpils, sergejs193@gmail.com, wiras@inbox.lv

Abstract

Testing Five-dimensional identity model and deriving personal identity statuses among Latvian emerging adults
Key words: emerging adulthood, personal identity, identity dimensions, identity statuses

Emerging adulthood is a period of identity exploration, and identity formation is one of the main developmental tasks of
emerging adulthood. Marcia’s identity status paradigm theory was based on two identity dimensions exploration and
commitment. Unpacking commitment and exploration identity dimensions new model has been proposed — Five
dimensional identity model. This model describes identity formation in five dimensions — exploration in breadth,
commitment making, ruminative exploration, exploration in depth and identification with commitments. Exploration in
depth has two sub-dimensions — reflective exploration in depth and reconsideration of commitment. The purpose of this
study was to improve adapted Latvian version of Dimensions of Identity Development Scale (DIDS) and using cluster
analyses empirically derive identity statuses. The study included emerging adults (total N = 101, 65% women) age
between 18-25 (M = 22,19, SD = 2,31). Through confirmatory factor analysis results showed that the best model fit for
DIDS was six factor model df = 257, 1% = 443,73, CFI = 0,85 un RMSEA = 0,09. Two step cluster analysis results
indicated seven identity statuses — diffused and carefree diffusion, searching and ruminative moratorium, two subtypes
of foreclosure — early closures and closures, and achievement. Suggestions for future research are discussed.

Kopsavilkums

Piecu-dimensiju identitates modela parbaude un personigas identitates statusu izdaliSana Latvijas jaunieSiem
Atslegvardi: jauniesi, personiga identitate, identitates dimensijas, identitdtes statusi
JaunieSu vecums ir identitates izp&tes periods, un identitates veidoSanas ir viens no galvenajiem attisttbas uzdevumiem
Saja vecumposma. Marsijas identitates statusu paradigmas teorija tika izveidota balstoties uz divam identitates
dimensijam — izp&ti un apnemsanos. Diferencgjot apnemSanas un izpetes identitates dimensijas tika piedavats jauns
modelis — Piecu dimensiju identitates modelis. Sis modelis apraksta identitates veidosanos piecu dimensiju ietvaros —

tiek iedalita divas apak$dimensijas — analiz&jo§a un regresgjoda padzilinata izpéte. ST pétijuma mérkis bija uzlabot
adaptéto Piecu dimensiju identitates modela aptauju un pielietojot klasteru analizi empiriski izdalit identitates statusus.
Pétijuma piedalijas jauniesi (n = 101, no kuriem 65% bija sievietes), respondentu vecums bija no 18 lidz 25 gadiem
(M = 22,19, SD = 2,31). Pielietojot apstiprinoso faktoru analizi iegiitie rezultati noradija uz to, ka personigas identitates
aptauju vislabak raksturo sesu identitates dimensiju modelis df = 257, 12 = 443,73, CFI = 0,85 un RMSEA = 0,09. Divu
solu klasteru analizes rezultata tika izdaliti septini identitates statusi — difizi difuzais un diftizi bezriipigais, meklgjosais
un domigais moratorijs, divi iepriekSizlemta statusa apaksstatusi — agri izlemtais un izlemtais, un identitati sasniegusais
stauss. Tika izteikti priekslikumi nakotnes pe&tjjumiem.

Introduction

Term of identity can be seen from different angles, in the middle of 20™ century Erikson
(Erikson, 1968) tried to describe the term and invented new terminology such as — identity
confusion, identity diffusion and psychosocial moratorium. Identity development starts from
childhood days and this process continues throughout a persons’ life with normative crisis in
adolescence when individual look for own identity buy exploration process (Erikson, 1968). Arnett
(Arnett, 2000) suggests that industrialized societies gave option for young people to postpone
transition to adulthood until at least the late twenties with a focus on ages between 18 — 25, and

presented new life course stage — emerging adulthood. Emerging adulthood has become a distinct
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period of the life course between adolescence and young adulthood, characterized by five
distinctive features, where one of them is identity exploration (Arnett, 2000).

Based on Erikson’s (Erikson, 1968) work Marcia (Marcia, 1966) comes up with ldentity
status theory. Theory was constructed based on two criteria; identity exploration (originally called
“crisis”) and identity commitment in the arcas of occupation and ideology (Marcia, 1966), latter
being composed of religious and political positions (Kroger & Marcia, 2011). Exploration is period
of engagement in choosing among meaningful alternatives and commitment refers to the degree of
personal investment of individual exhibits. The existence or absence of these two criteria, Marcia
(Marcia, 1966) derived four identity statuses — achievement, diffusion, moratorium and foreclosure.
In a foreclosure status emerging adult have not experienced a crisis, but having commitment, for
example, based on parent’s choices. In the identity-diffusion emerging adults may or may not have
exploration and has a lack of commitment. In the moratorium status, emerging adult is in the
exploration period, and have an active struggle to make commitments. On identity achievement
status emerging adult has experienced exploration period and has made identity commitments
(Marcia, 1966).

Identity status theory was based on person centered approach, to capture identity
development, two variable centered theories were presented. One of them is a three dimension
model that describes three structural dimensions: commitment, in-depth exploration and
reconsideration of commitment (Crocetti, Rubini & Meeus, 2008) and another in a beginning called
four dimensional model — these identity dimensions can be grouped into two identity cycles:
commitment formation and commitment evaluation (Luyckx, Goossens, Soenens & Beyers, 2006)
later, a fifth dimension was added (Luyckx, Schwartz, Berzonsky, Soensen, Vansteenkiste, Smits
& Goossens, 2008).

Five dimension identity model consists of two commitment dimensions — commitment
making and identification with commitment, three exploration dimensions — exploration in breadth,
exploration in depth and ruminative exploration. Exploration in breadth means gathering of
information about different alternatives to guide the choices one makes. Commitment making refers
to the making of choices. Exploration in depth means the gathering of information about current
choices to guide the maintenance and evaluation of these choices. Identification with commitment
refers to the degree of identification with these choices (Luyckx, Goossens, Soenens, Beyers &
Vansteenkiste, 2005). Ruminative exploration means asking themselves the same identity questions
and not allowing to have necessary space to make commitments. To capture all five identity
dimensions authors create Dimensions of Identity Development Scale (DIDS) (Luyckx et al., 2008).
In later researches, identity dimension exploration in depth (ED) was subdivided in two aspects;

reflective exploration in depth (EDa) refers to the careful evaluation of existing commitments and
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reconsideration of commitment (EDb) refers to a certain form of reconsideration of commitment
(Crocetti et al. 2008) corresponding to individuals’ efforts to change or discard current
commitments (Zimmermann, Lannegrand-Willems, Safont-Mottay & Cannard, 2015). Two sub-
dimensions of exploration in depth also was found in other researches (Skhirtladze, Javakhishvili,
Schwartz, Beyers & Luyckx, 2016, Mannerstrom, Hautamaki & Leikas, 2016). Distinction between
two aspects of exploration in depth allowed authors to present a new hypothesized identity model
based on three dimensional and five dimensional identity model combination (Zimmermann et al.,
2015).

Since five dimensional identity model has been presented, researches were made in many
countries and used cluster — analytic procedures derived identity statuses — achievement,
foreclosure, carefree diffusion and diffused diffusion, ruminative moratorium and searching
moratorium and undifferentiated.

Individuals in achievement status have focuses in their life, they are not easily influenced by
external factors, and they know where they are going, if there are obstacles they will persevere in
their chosen directions, unless proceeding becomes clearly unrealistic. They have room for
understanding the experiences of others. Foreclosures status individuals appear as strong and self-
directed as achievements, their commitments is made by others mostly family. Longer a foreclosed
position individual stay, more powerful becomes shame and guilt associated with questioning those
positions (Kroger & Marcia, 2011).

Also in the literature Meeus and colleagues (Meeus, van de Schoot, Keijser, Schwartz &
Branje, 2010) distinguished two subtypes of foreclosed statuses — early closures and closures,
depending on the developmental pathways through which adolescents arrive at this status. When
person begin in the foreclosed status and stay there over time, they have strong commitments that
were established early on, have not tried to consider alternative commitments, have not engaged in-
depth exploration, and stay in early closures status. Respondents who move from moratorium to
foreclosed status they have considered alternative commitments, low in-depth exploration and
should be in closures status (Meeus et al., 2010).

Individuals in moratorium status are struggling to define themselves. They are looking for
different alternatives in their lives, they are lively, engaging and conflicted. They tend to draw
others into their identity formation project. There are two types of moratorium — searching
moratorium and ruminative moratorium. Searching moratorium can also be called traditional type
of moratorium where the best outcome is made self-relevant choices and move on to the firm
commitments of identity achievement (Kroger & Marcia, 2011). Ruminative moratorium

characterized by a lack of strong or definite commitments and same time never ended exploration



DAUGAVPILS UNIVERSITATES 61. STARPTAUTISKAS ZINATNISKAS KONFERENCES PROCEEDINGS OF
RAKSTU KRAJUMS THE 615" INTERNATIONAL SCIENTIFIC CONFERENCE OF DAUGAVPILS UNIVERSITY

process (Luyckx et al., 2008), they can become paralyzed in their vacillations (Kroger & Marcia,
2011).

Identity diffusions have week or non-existent exploratory period and an inability to make
definite commitments. In this status individuals are extremely flexible, charming, infinitely
adaptable and depending on current situation. They have not internal sense of self definition and
looking externally to define who they are and will be (Kroger & Marcia, 2011). There are two
subtypes of diffusion status — diffused diffusion and carefree diffusion. Diffused diffusion status is
characterized with traditional diffusion status. Individuals in carefree diffusion status do not want to
start exploring identity-related issues or to make commitments themselves to a certain option; they
seem to enjoy their uncommitted status (Luyckx et al., 2005, Luyckx et al., 2008).

The last status what was appearing in research was undifferentiated cluster to which belongs
an individual that cannot be safely classified into one of the other categories (Luyckx et al., 2008).

Achievement and foreclosure statuses characterized by high scores on commitment
dimensions and low scores on ruminative exploration. The differences on those two statuses,
achievement has moderate to high scores in exploration in breadth and exploration in depth,
foreclosure has low scores on both exploration dimensions. Diffusion status was presented with two
types of diffusion — carefree diffusion and diffused diffusion. Both diffusion statuses have low score
on commitment dimensions. Diffused diffusion was characterized by high scores on ruminative
exploration and carefree diffusion by low scores on exploration in breadth and in depth. In
researches there were described two types of moratorium — ruminative and searching moratorium.
Differences on those two statuses appear regarding commitment. Ruminative moratorium has low
score and searching moratorium moderate score on both commitment dimensions (Luyckx et al.,
2008, Schwartz, 2011, Crocetti et al., 2011, Zimmermann et al., Mannerstrom et al., 2016,
Skhirtladze et al., 2016).

The purpose of our study was to validate five-dimensional model questionnaire (DIDS)
among Latvian emerging adults. The first objective: translate and assess reliability and factorial
validity of the Latvian version of the DIDS. Second objective was: to look if we could derive
identity statuses through cluster analysis in Latvian emerging adult sample.

Material and methods
Participants

Number of the respondents for this study N = 101 (65% woman), the age was between 18-25
(M = 22,19, SD = 2,31). Regarding demographical indicators, 36% of the respondents have
university education, 44% secondary education and 12% professional secondary education, 8% of
the respondents has education lower than secondary education. 35% of the respondents were

students, 38% were students and employed, 22% employed, and 5% unemployed. 8% reported

10
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being married, 2% already divorced and 5% had children. 60% of respondents live in Riga and
other 40% come from other regions in Latvia.
Instrumentation

First Latvian adapted version of The Dimensions of Identity Development Scale (DIDS,
Luyckx et al., 2008) was presented in bachelor work by Andrejevs (Andrejevs, 2016) and improved
version was presented on master’s thesis (Andrejevs, in press). DIDS consists of 25 items, each
identity dimensions have five items which was rated on a 5-point Likert scale ranging from 1
(completely disagree) to 5 (completely agree). Commitment making (1.-5. items), sample,
“Decided on the direction I want to follow in life”, identification with commitment (6.—10. items),
sample “Because of the path of life I have mapped out, I feel certain about myself”, exploration in
breadth (11.—15.), sample “Think about the direction I want to take in my life”, exploration in depth
(16.-20.), sample “Think about the future plans I have made”, ruminative exploration (21.-25.),
sample “Keep looking for the direction I want to take in my life”. Cronbach’s alphas in original
DIDS respectively were 0,86, 0,86, 0,81, 0,79, and 0,86 (Luyckx et al., 2008).

The DIDS was translated from English to Latvian by the bilingual translator and then
independently back-translated by another bilingual translator blind to the original version. This
translation was then discussed between the authors and translator until a consensus was reached and
developed a final Latvian version of the DIDS.

Procedure

Participation in the study was voluntary, anonymity was guaranteed, participants feel
electronic version of Latvian version of the DIDS, on a time scale from 12.02.2018 — 05.06.2018.
Statistical analysis was conducted in IBM SPSS 22.00 and AMOS 22.00.

Results
Reliability and factorial validity

Capture reliability of the DIDS, Cronbach’s alphas coefficient was conducted. Cronbach’s
alphas were for commitment making (a = 0,84), identification with commitment (o« = 0,88),
exploration in breadth (a = 0,87), exploration in depth (a = 0,59), and ruminative exploration (o =
0,74). For sub-dimensions of exploration in depth: reflective exploration in depth (o = 0,49, EDa,
items 21-22) and reconsideration of commitment (a = 0,66, EDb, items 22-25). All reliability
coefficients was good except exploration in depth identity dimensions, which was divided in two
sub-dimensions based on previous findings (Zimmermann et al., Mannerstrom et al., 2016,
Skhirtladze et al., 2016).

To evaluate the factor structure of the Latvian adaptation of the DIDS was performed
Confirmatory Factor analyses (CFA) using different standard fit indices — Chi square index (11?),

comparative fit index (CFI) and root mean square error of approximation (RMSEA). Chi square
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index ((1%) should be as small as possible, CFI should be equal or greater than 0,90 and RMSEA
should be lower than 0,08 (Hu & Bentler, 1999). We tested four, five and six — factor models. Four-
factor model, in which a pair of dimensions was collapsed into a single one, for example four-factor
model, CM and IC, means that commitment making and identification with commitment was
combined. In a six-factor model identity dimension exploration in depth was divided on two sub

dimensions. Table 1 gives an overview of the fit indices of all models tested.

Table 1. Fit indices for the four to six factor model of the DIDS

Model df o? CFI RMSEA
Four-factor model, CM and IC 266 531,64 0,79 0,10
Four-factor model, ED un EB 266 538,13 0,78 0,10
Four-factor model, EB un RE 266 661,03 0,68 0,12
Four-factor model, ED un RE 266 529,15 0,8 0,10
Five-factor model 262 502,75 0,81 0,10
Six-factor model 257 443,73 0,85 0,09

Note: CM = Commitment making, IC = Identification with commitment, EB = Exploration in breadth, ED =
Exploration in depth, RE = Ruminative exploration

Our analysis found that six-factor model provided a better fit than any alternative models.
This model show the better fit, but has a questionable fit because CFI below and RMSEA above the
recommended cut-off. Nevertheless in future analyses we used six-factor model.
Correlational Analyses

Results of the correlations among the five identity dimensions, including the two aspects of

exploration in depth EDa and EDD, is provided in Table 2.

Table 2. Spearman’s Correlations among the five identity dimensions,
including two aspects of exploration in depth

Dimensions Means (SD) 1 2 3 4 5 6 7
1.CM 3,58 (0,71) -
2.1C 3,59 (0,71) 0,707 —
3.EB 3,99 (0,61) 0,18 0,31" -
4.ED 3,57 (0,59) 0,15 017 0,29 -
5. EDa 3,87 (0,68) 0,42 0477 024 060" -
6. EDb 3,38 (0,78) -0,04 0,02 0317 089" 021 -
7.RE 3,03 (0,74) -058" -0427 023 0,16 -0,17 033" -

* p=0,05, ** p= 0,01

Note: CM — Commitment making, IC — Identification with commitment, EB — Exploration in breadth, ED — Exploration
in depth, EDa — Reflective exploration in depth, EDb — Reconsideration of commitment, RE — Ruminative exploration

There is significant correlation between both commitment dimensions (rs = 0,70), and both
commitment dimensions positively correlates with reflective exploration in depth (rs = 0,42/0,47)
and negatively correlates with ruminative exploration (rs = -0,58/-0,42). Only identification with

commitment dimension has correlation with exploration in breadth (rs = 0,31). Exploration identity
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dimension exploration in breadth positively correlates with all other exploration dimensions, and
reconsideration of commitment positively correlates with ruminative exploration.
Empirically Identity derived statuses

Before doing cluster analysis data was screening for univariate (i.e., values more than 3 SD
below or above the mean) and multivariate outliers (i.e., individuals with high Mahalanobis distance
values). In our data we found only four univariate outliers. When these respondents were taken out
we conducted, using Z-scores, a two-step procedure. In the first step, a hierarchical cluster analysis
was carried out using Ward’s method and based on squared Euclidian distances. The second step
consisted in an iterative k-means clustering procedure using the initial cluster centers what was
calculated in first step of cluster analysis.

In the beginning cluster analysis was run with 4 (based on identity status theory) and later 6
clusters (based on researches — Luyckx et al., 2008, Schwartz et al., 2011, Crocetti et al., 2011,
Zimmermann et al., 2015, Mannerstrom et al., 2016, Skhirtladze et al., 2016). Four cluster solution
helps to easily identify respondents into four basic clusters, six cluster solutions helps to recognize
new cluster and name it based on four cluster solution. In four cluster solution we identify four

basic statuses — Achievement, Foreclosure, Moratorium and Diffusion (Figure 1.).

| [®ii

MEDa
BEE

0.57

0.0

Mean Standard Score

A5 T T T 1
Idoratorium, Foreclosure, Diffasion, Achievement,

=31 =37 =15 n=14
Identity status

Fig. 1. Four cluster solution in Latvian emerging adult sample

Note: Z scores for Commitment making (CM), Identification with commitment (IC), Exploration in breadth (EB),
Reflective exploration in depth (EDa), Reconsideration of commitment (EDb) and Ruminative exploration (RE)

For six cluster solution there was two new clusters, first cluster was cluster where move
respondents (n = 6) from foreclosure status and we suppose that this status is one of the foreclosure

sub-statuses. Second status consist with respondents from moratorium (n=2) and achievement (n=7)
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statuses, we suppose that this status is one of the moratorium statuses. Based on literature research
and comparing our results there was just one status instead of two diffusion statuses us it was in
another researches (Luyckx et al., 2008, Schwartz et al., 2011, Crocetti et al., 2011, Zimmermann et
al., 2015, Mannerstrom et al., 2016, Skhirtladze et al., 2016). In the course of the research we rise
hipothesis that for our data optimal cluster number is seven and the seventh cluster will be one of
the diffusion sttatuses.

Results confirm our hypothesis in seven cluster solution new cluster was created from
diffusion (n=3) and moratorium (n=1) respondents and we call this cluster us difused diffusion

status. Results for seven cluster solution are shown in Figure 2.

I [l
Bic

ED=
[JEDb
BEE

Mean Standard Score

gl

o

T T T I T T T
Searching  Early closures Carefree  Ruminative Aclhievement  Difused Closures

Moratoriun  Forecloswe  Diffusion  Moratorwm n=7 Diffusion  Foreclosure
n=23 n=31 n=12 n=>2 =4 =6

Identity Status

Fig. 2. Seven cluster solution in Latvian emerging adult sample

Note: Z scores for Commitment making (CM), ldentification with commitment (IC), Exploration in breadth (EB),
Reflective exploration in depth (EDa), Reconsideration of commitment (EDb) and Ruminative exploration (RE)

Discussion

Reliability of the DIDS Latvian version for four identity dimensions was similar with
publication where the first time was presented DIDS English version (Luyckx et al., 2008). Only
Exploration in depth identity dimension has low Cronbach’s alpha, this results goes in one line with
other publications (Zimmermann et al., 2015, Mannerstrom et al., 2016, Skhirtladze et al., 2016)
suggesting to separate exploration in depth dimension in two sub dimensions. Also confirmatory

factor analyses confirm it, better model fit shows six factor model.
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All correlation between identity dimensions was similar us it was found in another researches
(Zimmermann et al., 2015, Mannerstrom et al., 2016, Skhirtladze et al., 2016). Only there was
missing corelation between bouth comitment dimensions and exploration in deapth sub-dimension —
reconsideration of comitment (Zimmermann et al., 2015, Mannerstrom et al., 2016, Skhirtladze et
al., 2016) this corelation can be explained based on translation of questions or small sample of
respondents. Other missing corelation between comitment making and exploration in breadth can be
explained becouse of small sample of respondents. In reserch where N = 295 also was not found
corelation (Skhirtladze et al., 2016) where N = 751 corelation was very week r = 0,08
(Mannerstrom et al., 2016) and N = 1775 corelation was also small r = 0,18 (Zimmermann et al.,
2015).

In our research to name clusters in one or in another status we use two types of analysis. One
of the way was based on identity dimensions and previous literature research and second way was
based on, where in four cluster solution participants move to the new clusters. Based on literature
research optimal cluster number was found six clusters in all researches (Luyckx et al., 2008,
Schwartz, 2011, Crocetti et al., 2011, Zimmermann et al., 2015, Mannerstrom et al., 2016,
Skhirtladze et al., 2016). In our six cluster solution there was missing two clusters which was
recognised in previous mensioned us difused difusion and unifferentiated. Based on this results we
have question if six cluster solution are the best and if the best cluster solution is seven than new
cluster need to be carefree difusion cluster. When we made seven cluster solution new clutser
emerged us difused difusion cluster. Regarding unifferentiated status, what was find in enother
reserches (Luyckx et al., 2008, Schwartz, 2011, Zimmermann et al., 2015, Skhirtladze et al., 2016).
It can be explained us combined two sttuses what was’t separated in a six cluster solution in the
reserches mentioned above.

To name clusters to one or another status us it was mention previously we use two types of
analyses. Based on literature research there was high scores on commitment dimensions for
achievement and foreclosure statuses and differences appears for these statuses in exploration
dimensions. Based on this information recognize achievement and foreclosure statuses in four
cluster solution was possible and there is not any discussions. In a seven cluster solution appears
new cluster, which consist of individuals who in four cluster solution were in foreclosure cluster.
Based on results we suggest that there is two types of foreclosure statuses us it was describe by
Meeus and colleagues (Meeus et al., 2010). Early closure looks more us tradition foreclosure status
what was described in previous researches (Luyckx et al., 2008, Schwartz, 2011, Crocetti et al.,
2011, Zimmermann et al., 2015, Mannerstrom et al., 2016, Skhirtladze et al., 2016). Closure status

has higher scores in comitment dimension and very low score in exploration in deapt sub
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dimensions — reconsideration of comitment. Hight score in exploration in breadth confirm that this
respondnets move from moratorium to foreclousure status (Meeus et al., 2010).

In another side of identity development is diffusion status. Also this status was easily
recognize in four cluster solution — low scores in commitment and exploration dimensions except
reconsideration of commitment and ruminative exploration. In a seven cluster solution there was
found two types of diffusion statuses. Our results confirm findings from other researches, which
help separate two diffusion statuses, diffused diffusion status has high score on ruminative
exploration and carefree diffusion has high scores in exploration in breadth (Luyckx et al., 2008,
Schwartz, 2011, Zimmermann et al., 2015, Mannerstrom et al., 2016).

Last two statuses are moratorium statuses. In the four cluster solution there was moratorium
status and respondent mainly stays in this status also in seven cluster solution and we can name this
cluster us traditional moratorium status — searching moratorium. Another one cluster we called
ruminative moratorium, in this cluster individuals already did exploration, but continue work on
commitment dimensions. It is going in the same line with another research where individuals in
ruminative moratorium blocking to form fully accepted identity commitments (Luyckx et al., 2008).
Individuals who create ruminative moratorium status mainly were separating from achievement
status in seven cluster solution, thereby suggesting that this status in identity development can be
between moratorium and achievement statuses.

Conclusion

In a future need continue improve DIDS Latvian adaptation, to improve factorial validity and
also supplement DIDS English version for both exploration in depth sub-dimensions.

In Latvian emerging adults sample what was used for this research, optimal number of
clusters was found seven clusters, respectively seven identity statuses was derived. Want to pay
attention than in all previous researches us optimal cluster number was suggested six clusters. These
seven identity statuses where: diffused and carefree diffusion, searching and ruminative
moratorium, two subtypes of foreclosure early closures and closures, and achievement.
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Abstract

Theoretical framework for the psychopedagogical intervention to develop spiritual intelligence in primary school
Key words: spiritual intelligence, psychopedagogical intervention, primary school pupils, objectives, strategies
Spiritual intelligence is an essential condition of psychological health, emotional maturity and social functioning. Since
the formation and development of healthy and mature personality is one of the main educational purposes, contribution
of psychology in this context should be the studies exploring the theoretical underpinnings and practical implementation
of interventions in the field of spiritual intelligence. The gived theoretical paper presents the conceptual elaborations in
terms of three aims: 1) to analyse the theoretical background of spiritual intelligence, 2) to justify the development of
spiritual intelligence by means of psychopedagogical intervention programs, and 3) to articulate the objectives and
strategies of psychopedagogical intervention for the development of spiritual intelligence for primary school students.
At the beginning of the article the diversity of definitions of spiritual intelligence has been revised to discern five main
features of spiritual intelligence that could constitute main objectives of psychopedagogical intervention program for
the development of spiritual intelligence. The next section provides an insight into the concept and types of
psychopedagogical intervention programms, thus introducing the context for the intervention programm regarding the
spiritual intelligence. The last part of the paper focuses on the specific features of psychopedagogical intervention for
the development of spiritual intelligence and presents the objectives and strategies for the development of spiritual
intelligence in primary school pupils.

Kopsavilkums

Psihopedagogiskas intervences gariga intelekta attistibai sakumskola teorétiskais ietvars
Atslegvardi: garigais intelekts, psihopedagogiska intervence, sakumskolas skoléni, mérki, stratégijas
Garigais intelekts ir btisks psihologiskas veselibas, emocionala brieduma un socialas funkciong$anas priek$noteikums.
Ta ka veseligas un nobrieduSas personibas veido$ana un attistiba ir viens no galvenajiem izglitibas mérkiem,
psihologijas ieguldijums $aja konteksta var&tu but p&tijumi, kas orient€jas uz gariga intelekta teorétiska pamatojuma
bagatinasanu un § intelekta attistibas interven¢u izstrades un izmantoSanas analizi. ST teorctiska raksta mérkis ir
piedavat konceptualas izstradnes trijas jomas: 1) gariga intelekta teorétiska pamatojuma analize, 2) gariga intelekta
attistibas, izmantojot psihopedagogiskas intervences programmas, pamatojums un 3) mérku un strat€giju izstrade
psihopedagogiskai intervencei gariga intelekta attistibai sakumskolas skoléniem. Raksta sakuma tiek aplikota gariga
intelekta teorétisko definiciju daudzveidiba, laujot atklat piecas gariga intelekta pazimes, kuras varétu tikt izmantotas
psihopedagogiskas intervences gariga intelekta attistibai galveno mérku formuléSanai. Nakama raksta nodala sniedz
ieskatu psihopedagogiskas intervences programmu jédziena un apliiko to veidus, tadgjadi veidojot teorétisko kontekstu
intervences programmai saistiba ar garigo intelektu. Raksta nosléguma dala pievérsas psihopedagogiskas intervences
gariga intelekta attistibai specifiskam pazimém un piedava kopsavilkuma parskatu par mérkiem un stratégijam gariga
intelekta attistibai sakumskola.

Introduction

Modern era puts new demands on the field of education. The role of education nowadays is
not only in providing knowledge, but also in helping to develop the versatile human personality,
which later will ground the self-actualized human life. Young people today is standing not only in
front of the information hustle and the challenges of a very rapid technological development, but
also searches for the answers on the questions — how in this age, where a human has to deal with

many complex problems, maintain humanity, respect for oneself and others, how to maintain a

genuine connection with oneself and person’s deepest, true and unique potential?
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One of the contemporary research fields in pedagogical psychology is related to the spiritual
development of young people. Today it is a common assumption that school must educate not only
a person with a developed intelligence, but also with developed spiritual abilities as well, that form
him/her as a personality and ensure more stable society (Baxen, Nsubuga, & Johanson, 2014). Thus,
one of the promising notions in this field of research, closely tied both to the idea of intelligence
and idea of spirituality, is spiritual intelligence (hereinafter referred to as “SI”).

Examples of studies on Sl show that development of Sl is essential to succeed in life and to
achieve the goals of life. Contribution of psychology in this context is the research of development
opportunities, conditions and mechanisms of SI. The construct of Sl currently appears to be at the
early stages of research in psychology science. There are several studies and books that describe SI,
just a few instruments to measure S| have been created. All studies in relation to Sl point out the
significance of Sl development, but a timely issue is — how and by what tools to promote the
development of SI? The literature analysis indicates the scarcity of programs and methods that
would facilitate development of Sl in different age groups. It is an equally topical matter, how to
integrate approaches of Sl development into learning process of school, if it is known that
“developed SI promotes the development of rational intelligence” (Safara & Bhatia, 2013).

Considering these preconditions, given paper strives to reach three aims: 1) to analyse the
theoretical background of spiritual intelligence, 2) to justify the development of spiritual
intelligence by means of psychopedagogical intervention programs, and 3) to articulate the
objectives and strategies of psychopedagogical intervention for the development of spiritual
intelligence for primary school students.

Concept of spiritual intelligence: theoretical underpinnings

The nature of human intelligence has become the subject of scientific debate already from the
end of previous century. By challenging the hypothesis, that concept of intelligence is only related
to human 1Q, H. Gardner (Gardner, 2011) put forward the idea, that intelligence is a set of different
abilities, therefore opening the doors to new discussions about the nature of intelligence and ways to
explore it. He put forward a new hypothesis that intelligence is a set of congenital monolith factors,
consisting of seven components — linguistic, logical-mathematical, bodily, musical, spatial,
emotional and spiritual intelligence (Gardner, 2011).

Concept “spiritual intelligence” is, undoubtedly, based on the concept of spirituality, but in
the context of present paper it will be separated from the direct religious approach within the
meaning of spirituality. In the further analysis several most important theoretical approaches to S
will be presented as to provide the brief conceptual overview for grounding the techniques

beneficial for the development of Sl.
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F. Vaughan defines SI as going beyond the conventional psychological development. In
addition to self-awareness, Sl implies awareness of our relationship to the transcendent, to each
other, to the Earth and all beings. SI can be seen as transcendental and mystical attitude towards
life, things, relationships and world. Working as a psychotherapist, researcher has observed that
high SI opens the heart, illuminates the mind, and inspires the soul, connecting the individual,
unique human psyche to the underlying ground of being and allowing to express this uniqueness. Sl
can be developed with spiritual exercises and its development can help person to distinguish reality
from illusion. SI expressions in culture are love, wisdom and service (Vaughan, 2003). Drawing on
the Sl definition by F. Vaughan, we can identify an essential indicator of SI development — spiritual
self-awareness, experience of various states of consciousness and ability to switch from one to
other, intuition, meditation, and visualisation that allows to perceive the wisdom of inner world
(Vaughan, 2003).

In his turn R. Emmons defines Sl as the adaptive skills and distinguishes five expressions of
SI: capacity to transcend the physical and material entities, ability to switch from one state of
consciousness to other, ability to sanctify everyday experience, ability to utilize spiritual resources
to solve problems, and capacity to be (Emmons, 1999, 2000). Relying on this definition, we can
distinguish another essential aspect of SI — adaptive skills, that allow to utilize spiritual resources
and information for more efficient solving of everyday problems and goal attainment (Emmons,
1999).

Meanwhile one of the leading Sl researchers D. B. King also defines Sl as a set of adaptive
mental capacities based on spiritual, transcendent and non-material aspects of reality, specifically
those that contribute to natural and unique human nature, form the purpose of the human life,
transcendence, widening limits of self-awareness. These processes play adaptive role in awareness
of person’s purpose in life, that facilitates problem solving and thereby creates the ability to argue
abstractly. The author distinguishes the following characteristics of Sl: understanding and
awareness of purpose in life, transcendental consciousness, critical existential thinking, and a
generally high level of awareness (King & DeCicco, 2009). Thus, theory developed by D.B. King
points out new distinct feature of SI — awareness of human uniqueness.

In their turn D. Zohar and I. Marshall define SI as an opportunity of person to ask
himself/herself — how can | change my situation if I want to do it? Sl helps to make decisions that
are harmonised with the inner world, inner values. The authors distinguish such features of Sl as
self-awareness, spontaneity, creativity, holism, life visions and the existence of values, ability to
accept diversity, sense of independence, ability to create, reframe, awareness of resources and
awareness of oneself as a respectful and humble personality. Besides, the universal awareness, that

human is a responsible part of a larger whole and his/her decisions affects the world around
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him/her — can be articulated as specific definition of Sl developed by D. Zohar and I. Marshall

(Zohar & Marshall, 2001).

Sl researcher S. Wigglesworth defines Sl as the innate human need and ability to connect with
something greater than oneself. Researcher distinguishes the following characteristics of person
with Sl — calmful, focused, aware of one’s own mission, loving, merciful, able to take care of
others, faith-filled and courageous, trustworthy, forgiving, generous, great teacher, leader and
mentor, humble, inspiring, wise, non-violent, with open mind and open heart, persistent, value-
focused, able to share and be of service to others. The definition by S. Wigglesworth allows to
formulate another specific trait of SI — ability to accept and connect with something greater than
oneself, that encompasses the sense of mission, unity of heart and mind, understanding of personal
purpose in life and personal maturity according to age (Wigglesworth, 2012).

Researcher N. Gheorgita, in her turn, describes Sl as a healthy and strong self-awareness,
which gives the opportunity to rise higher than cognitive and emotional capacity that in turn helps
to find solutions and to solve life tasks in an efficient way being in a state of the stability and
emotional balance. SI makes the connection between cognitive and emotional intelligence and
stimulates them (Gheorgita, 2014). Based on the theoretical studies of this author, development of
self-confident personality can be distinguished as a feature of Sl. Self-confident personality,
according to the author, includes self-esteem, ability to live and be aware of present moment, here
and now, as well as a sense of independence, ability to stand against public opinion and defend
one’s own views (Gheorghita, 2014; Zohar & Marshall, 2001).

Summarizing the definitions of SI, main features of Sl that could constitute five main
objectives of psychopedagogical intervention program for the development of SI, were discerned:

e universal awareness of one-self as a responsible part of a larger whole and under-standing that
our decisions affect the surrounding world (Zohar & Marshall, 2001), the ability to accept and
be in contact with something greater (Wigglesworth, 2011).

e spiritual self-awareness: experience of different states of consciousness and ability to switch
from one to the other, intuition, medita-tion and visualisation, that allows to perceive the wis-
dom of inner world (Vaughan, 2003).

e adaptive skills that allow to utilize spiritual resources and information to solve everyday
problems more effectively and achieve the set goals (Emmons, 1999).

e awareness of human uniqueness, purpose of the human life, transcendence, widening the limits
of self-awareness and facilitating problem solving and ab-stract thinking (King & DeCicco,
2009).

e self-conscious personality (Gheorgita, 2014).
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Concept and types of psychopedagogical intervention programs

In the last decades different forms of learning, including psychopedagogical intervention,
have been conceptualized in theory and practice. Current reforms of education system are searching
for new methods and creating programs for solving different developmental tasks of children. In the
20" century researchers have developed various development programs and studied their
effectiveness. Cornerstone of any development program is a development of some competence
based on the flexible ability to use personal and environmental resources to achieve adaptive results
(Waters & Sroufe, 1983). Each psychopedagogical intervention has its certain development tasks
and objectives that are intended for a certain target group and achievement of certain results.

The history of psychopedagogical intervention for the development of children’s thinking
starts with cognitive-behavioural school (Costa, 1985). There are programs that have been
developed and have become international instruments used in a number of countries around the
world, for example, Instrumental Enrichment Program, Structure of Intellect Program (SOI),
Strategic Reasoning Program, Cognitive Research Trust Program, Program “IMPACT project”,
Children’s Philosophical Thinking Program, California Writing Project, Psychopedagogical
intervention “The Future Problem Solving Program”, etc.

Another approach alongside the development of cognitive thinking, in which
psychopedagogical intervention is created, is the integration of academic and social-emotional
learning. Social-emotional learning programs as the psychopedagogical interventions for the
development of children’s emotional sphere are extensively described in scientific literature. These
are psychological training programs that promote the development of pupils’ emotional abilities
(Durlak, Weissberg, Dymnicki, Taylor, & Schellinger, 2011). These initiatives are commonly
referred to as Social-Emotional Learning (SEL) programs that offer different benefits, including the
reduction of aggressive behaviour, development of socio-emotional skills and mental health. Such
programs are integrated into the school’s pedagogical process and the studies show that pupils, who
mastered such a program within the learning process, had a more positive microclimate in the
classroom (Rivers, Brackett, Reyes, Elbertson, & Salovey, 2013), as well as less clinical symptoms,
including anxiety, social stress (Mayer & Salovey, 1997) and depression symptoms (Castillo,
Salguero, Fernandez-Berrocal, & Balluerk, 2013).

When implementing the program in the classroom, the teacher not only provides academic
knowledge, but also educates pupils on emotional and relationship issues. This setting deepens
contact of teacher with children, gives another character to the role of the teacher, and also helps
children to develop self-regulation of emotions and relationship building skills that in turn promote

a positive emotional climate in the classroom and in school in general (Olweus, 2011).
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So far, only a few psychological intervention programs have been created in Latvia for
children that are mainly focused on the development of emotional intelligence. For instance, B.
Martinsone, who has developed emotional learning program and proved its usefulness, by
integrating this program into Latvian education system, states that only combining academic
education and increase of pupils’ emotional intelligence, it is possible to achieve the educational
goals of the 21st century (Martinsone, 2016).

Psychopedagogical intervention for the development of Sl

The literature analysis shows some implications that needs to be considered in construction of
any psychopedagogical intervention at shool level. Research on the effectiveness of support
programs in recent years shows that programs focusing on just one area, for instance, emotional
expression, are not as effective as those including integrated social, emotional and cognitive
processes (Humphrey & Zimpfer, 1996; Summers, Behr, & Turnbull, 1988). Thus, it has to be
considered that an effective psychopedagogival intervention for the development of Sl should also
envisage the integration of different developmental aspects, namely, to focus not only on spiritual,
but also emotional, moral, social and cognitive development of program participants.

Also, the implementation of the philosophical programs showed that the effective
performance of program and its results depended on the teachers’ preparedness to conduct the
program and the teachers’ giftedness in storytelling and moral intelligence development. Under the
guidance of gifted teachers, this program achieved good results. The results of the program suggest
that, in similar way, Sl can be developed by the teachers who has developed SI for themselves.
Therefore, it is important to develop a teacher training program in parallel with the development of
the intervention program (Lipman, 1999).

Psychopedagogical intervention of social-emotional learning was implemented in different
schools in Spain and a large study on the impact of the program was carried out. In this program, in
addition to the schools involved in the program, two schools in each city operated as an
experimental or control group. The control group gave the opportunity to study the effectiveness of
the program at the time of implementation and in the long term. This program was also run by
specially trained teachers (Castillo et al., 2013). A similar idea was also implemented in the Sl
development program for adults. The study revealed several statistically significant differences
between experimental group, where the SI development program was implemented, and control
group, where such a program was not implemented (Gheorghita, 2014).

In the study by Stanszus and his colleagues (Stanszus et al., 2017), seven criteria were
developed to be met in order for psychopedagogical intervention to be effective:

1. Psychopedagogical intervention and the research methods used within it are empirically tested

and valid.
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N

Psychopedagogical intervention is being implemented for at least several weeks (the longer,
the better), by organizing also day-to-day practice of individual exercise for participants to
strengthen and promote psychological changes.

3. Throughout the program, the focus will be on the main task of the program — to develop a
specific psychological quality.

4. The program includes mainly exercises based on theoretical knowledge, experience and
practice, but exercises are also suitable and can be integrated into the daily life of the program
participants.

5. The program provides a possibility to combine different topics, different methods that
complement each other and provide a comprehensive development in a specific field.

6. It is necessary to include cognitive and emotional training units that train for the core
competencies that are being developed in a specific program and are considered to be
significant in existing research.

7. Program is intended for a specific target group — children of pre-school age, pupils of primary
school, adults, adolescents, etc. (Stanszus et al., 2017).

To develop a psychopedagogical intervention program for the development of Sl, as it was
already mentioned, it is important to explore the common types of psychopedagogical intervention
programs, taking into account their positive experience and suitability for achieving goals of
specific psychopedagogical intervention. In the light of the experience of existing research, the
philosophical story method, which has already proved its effectiveness, would be used in such
program. It will be an attempt to create a program with a diverse methodology and a combined
impact on the child’s thinking, behaviour, emotions and spirituality.

On the basis of five main objectives of the psychopedagogical intervention discerned at the
beginning of this paper (in tune with the ideas of D. Zohar, I. Marshall, S. Wigglesworth,
F. Vaughan, R. Emmons and D.B. King), and grounding on the more extensive analysis of relevant
literature (Emmons, 1999; King & DeCicco, 2009; Zohar & Marshall, 2001; Wigglesworth, 2012;
Vaughan, 2003) Table 1 presents the strategies of psychopedagogical intervention for the

development of Sl in primary school pupils.

Table 2. Objectives and strategies of psychopedagogical intervention for the development of
Sl in primary school pupils

Obijectives Strategies
1. Universal awareness of oneself | 1. To develop holism: ability of seeing larger patterns, relationships, and
as a responsible part of a larger connections; having a sense of belonging.

whole and understanding that our | 2. To enhance the “celebration” of diversity, ability to accept different opinions,
decisions affect the surrounding traditions.

world (Zohar & Marshall, 2001), 3. To develop a tendency to live, asking inner question “Why” to develop the
the ability to accept and be in necessity to understand what stands “behind”
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Obijectives

Strategies

contact with something greater
(Wigglesworth, 2012).

4. To develop awareness of mission in life
5. To develop openness of heart and mind
6. To develop understanding of purpose of life, according to age.

2. Spiritual self-awareness:
experience of different states of
consciousness and ability to
switch from one to the other,
intuition, meditation and
visualisation, that allows to
perceive the wisdom of inner
world (Vaughan, 2003).

1. To develop awareness of spiritual, emotional and physical dimensions of the
personality.

2. To develop ability to combine all the personality resources to achieve one’s
specific goal.

3. To develop awareness of one’s free will and its role in the decision-making
process, sense of independence.

3. Adaptive skills that allow to
utilize spiritual resources and
information to solve everyday
problems more effectively and
achieve the set goals (Emmons,
1999).

1. To develop ability to sanctify everyday experience and improve one’s social
mastery.

2. To develop awareness of values, a hierarchy of personal values, persistence in
action, focusing on the implementation of values in one’s life.

3. To develop inner calm and focus.

4. To develop compassion, ability to be of service to others, to solve relationship
problem situations in a non-violent way.

5. To develop courage and self-confidence.

6. To develop the skills of forgiveness, humility, compassion and empathy.

4. Awareness of human
uniqueness, purpose of the human
life, transcendence, widening the
limits of self-awareness and
facilitating problem solving and
abstract thinking (King &
DeCicco, 2009).

1. To open up for creativity, spontaneity and the ability to create and transform.
2. To discover the resources in complicated situations, to learn from failures,
mistakes and misfortunes.

3. To develop teaching skills, that enable one to be a great teacher, leader and
mentor.

5. Self-conscious personality
(Gheorghita, 2014).

1. To develop self-esteem, the ability to live and be aware of this moment, here
and now.

2. To develop the feeling of independence, ability to stand against the public
opinion and defend one’s own views.

3. To develop authenticity, skills to feel, hear oneself and express it verbally.

4. To develop the ability to ask a question, what to live for, and search for one’s
personal answer to it.

5. To develop the ability to assess one’s personality resources and to develop a
sense of self-sufficiency.

Conclusions

Mature and developed Sl is not only the desirable goal of personality development, education
and therapy, but also an essential condition of human psychological health and social functioning.
People with high SI are both physically and emotionally, as well as mentally healthier, more
capable of fulfilling their goals and talents in life. Developed Sl helps to understand and identify
one’s world, meaningfully formulate it, identify one’s personal purpose, set goals. SI acts as a
whole together with rational and emotional intelligence, influencing them (Madhumathi & Suparna,
2017). Abilities and features of high SI are inherent to all children and can be purposefully
developed in a process of upbringing and learning. Children’s natural sense of humour, sense of
play, openness to play, creative processes, ability of children to ask philosophical questions about
life — these are just some of the elements that characterize children’s SI. These are the spiritual
resources of the personality that are little researched and help the children to explore more deeply

who they are.
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Theoretical and empirical research of Sl reveals the fundamental importance of Sl and its
development in the areas of health, education and psychological stability. This paper has described
the three dimensions of SI development, namely, analysed the theoretical background of spiritual
intelligence, justified the development of SI by means of psychopedagogical intervention programs,
and articulated the objectives and strategies of psychopedagogical intervention for the development
of Sl for primary school students.

After studying the scientific literature on SI features and its’ development, considering the
need to develop programs that includes multiply combined effects on child development with a
possibility to integrate it into learning process, the work will be continued with the creation of the
SI development program, where, alongside with philosophical stories, other Sl development
methods will be created and empirically tested. The program will be an attempt to create a diverse
methodology with a combined impact on the child’s thinking, emotions and behaviour, with the aim
of raising Sl and trying to find out whether introducing such a psychopedagogical intervention
program can not only enhance the SI, but also raise the child’s spiritual well-being and sense of

happiness.
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Abstract
Difference between epistemological attitude in students from Netherlands and in students from Latvia

towards the sources of knowledge

Key words: epistemology, attitude, sources of knowledge, knowledge, student

Aim of the present research is to verify that there exist differences among epistemological attitudes in students from

Netherlands and students from Latvia towards different sources of knowledge, scientific literature and articles, a tutor in

an educational institution as a source of knowledge, popular science journals and newspapers, popular science

broadcasts, internet resources.

Epistemological attitude is a construct of a student’s orientation reflecting formal and substantial evaluation aspects of

the source of knowledge. The present theoretical construct allows studying psychological and epistemological

mechanisms which determine imprinting the source image as a significant one.

Students from different faculties of Erasmus University Rotterdam (Netherlands) (N=100; M=21.52 years, SD=3.75

years) participated in the present study held in 2017 in addition to students from different higher education institutions

of Daugavpils city (Latvia) (N=102; M=23.08 years, SD=5.87 years). The results of the study showed that there is a

statistically significant difference between the epistemological attitude of the students of Rotterdam Erasmus University

and various higher education institutions of Daugavpils city concerning the assessment of all sources, formally and in

content, in features (0.05 > p < 0.001) and in the content categories (0.05 > p < 0.001). It has been found that each

source of knowledge is evaluated as a significant one, but the mechanisms that make up the importance differ among

students in the Netherlands and Latvia.

Kopsavilkums

AtSkiriba starp Niderlandé un Latvija studéjoSo epistemologisko attieksmi pret zinasanu avotiem
Atslegvardi: epistemologija, attieksme, zinasanu avoti, zinasanas, studenti
P&tijuma mérkis ir parbaudit vai pastav atSkiriba starp Niderlandé un Latvija stud€joSo epistemologisko attieksmi pret
dazadiem zinasanu avotiem — zinatnisko literatiru un rakstiem, pasniedz€u macibu iestade, popularzinatniskiem
zurnaliem un avizém, popularzinatniskas televizijas raidijjumiem, interneta resursiem.
Epistemologiska atticksme ir studentu izzipas orientacijas konstrukts, kas atspogulo zinasanu avota formalos un
saturiskos vertésanas aspektus. Teor&tiskais konstrukts lauj pétit epistemologiskos un psihologiskos mehanismus, kas
atbild par zinasanu avota nozimibas t€la veidoSanas.
P&tfjuma piedalijas studenti no Roterdamas Erasmus universitates (Niderlande) (N=100; M=21,52 gadi, SD=3,75 gadi),
kas tika veikts 2017 gada, un studenti no Daugavpils dazadam augstskolam (Latvija) (N=102; M=23,08 gadi, SD=5,87
gadi), kas tika veikts 2014. gada.
Peétfjuma rezultati paradija, ka pastav statistiski butiska atskiriba starp Roterdamas Erasmus universitates un Daugavpils
dazadas augstskolas stud€joso epistemologisko attieksmi visu avotu novértéjuma, formali un saturiski, pazimés (0,05 >
p < 0,001) un pazimju satura kategorijas (0,05 > p < 0,001). Konstatéts, ka katrs zinaSanu avots noveértéts ka nozimigs,
bet nozimibu veidojosie mehanismi Niderland€ un Latvija studgjosiem atskiras.

Introduction

The problem of cognition and knowledge is fundamental and interdisciplinary. With the rapid
development of information technology and cognitive opportunities in society, there is a need to
maintain continuous flow of information. There exists an issue about what forms of cognition as the
sources of knowledge are relevant today. Epistemological attitude is a tool allowing to determine
the attitude to the sources of knowledge and knowledge itself. Students face different forms of
cognition in their daily practice. Therefore, they can give an answer to several questions related to

the quality of knowledge, cognitive tendencies, and peculiarities of student cognition from different
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culturally academic backgrounds. The aim of the research is to examine the difference between the
epistemological attitude of the students in Netherlands and Latvia and content of the attitude
towards the sources of knowledge.

Epistemological issues in psychological researches

Epistemology is a branch of philosophy whose fundamental issues are related to cognitive
possibilities, knowledge, its nature, quality and reliability criteria (Lektorsky 2018). Modern
epistemological issues are also topical in psychology. Last decades they are developing in the
direction of personal epistemology (Hammer & Elby 2002; Hofer & Pintrich 2002; Hofer 2006;
Hofer & Bendixen 2012), its research case is related to the system of “subject” (individual,
personality) — “knowledge”, studying cognitive features, abilities, processes and knowledge of
different aspects of the individual and personality. The main phenomenon is epistemological belief
(Brownlee & Berthelsen 2006; Hofer 2006; Hofer & Pintrich 1997; King & Kitchener 2002; Perry
1981; Schommer 1990; Schommer — Aikins 2004, 2017). It helps to reveal individual’s existing
theories of knowledge and reality, their quality and stability, structure, cognitive potential, cognitive
sources, linking it all with the individual’s cognitive and personal development levels. Other
phenomena such as epistemological world views (Olafson et. al. 2010; Schraw & Olafson 2002),
epistemic beliefs (Muis 2007), which essentially are beliefs about the nature of knowledge and its
acquisition, are also part of the research; or a phenomenon that accentuates the connection of
knowledge with the cognitive process, such as epistemological reflection (Baxter-Magolda 2004),
epistemological thinking (Kuhn & Weinstock 2002), epistemological understanding (Kuhn et. al
2000; Kuhn & Park 2005), epistemic cognition (Chinn et. al. 2011) and many others.

In the context of social epistemology numerous researches are made about epistemic authority
(Blumberga 2012; Dugas & Kruglanski 2018; Kruglanski et. al. 2005; Raviv et al. 1993), which
allows to determine the degree of trust to the source of knowledge. In the context of social
constructionism, there is a notion of ontological world view (Ponterotto 2005), which reflects an
individual’s theory of reality, and other philosophical and ontological constructs revealing aspects
of individual knowledge construction.

There are a number of phenomena such as scientific attitude or attitude toward science
models (Gohit & Sredevi 2008; Kennedy et. al. 2016; Lacap 2015; Lichtenstein et. al., 2008; Moore
& Foy 1997; Rao 1996; Yasar & Anagun 2009) in the field of pedagogical research on teaching and
learning process (Erdamar 2010; Lin et. al. 2013; Ozturk, Koc & Cetin 2002; Qian & Alvermann
2000). They reflect attitude towards science and learning in relation to various elements of learning,
study process, personality aspects of students and tutors, motivation and skills.

In these studies, the study of epistemological psychological phenomena focuses on the

discovery of various aspects of cognition and knowledge in relation to various aspects of the
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individual’s mental, psychological and personality aspects, development and teaching, social
factors, etc. Psychosocial phenomena which are based on the basis of epistemology and focus on
cognitive objects and knowledge research rather than on the psychological and psychological
peculiarities of an individual were not found. In the study, novelty is related to the proposed concept
of epistemological attitude and the model of content.
Concept and model of epistemological attitude

Concept and model of epistemological attitude was proposed with the aim of studying the
attitude of the student being the subject of an academic cognition, attitude to the sources of
knowledge and knowledge (Sivoronova 2015). The model is based on a three-level methodology —
philosophical, generally scientific, and scientific in particular (Judin 1997). Philosophically it is
based on epistemological approaches (Lektorsky 2010, 2018) and epistemological strategies
(Spirkin 2002), philosophical approaches — functionalism (Dewey 1916; Mead 1938; Schiller 1930)
and pragmatism (James 1907; Peirce 1923). The principle of the structure of a general scientific
methodology serves as a basis for the structure of the attitude model. The psychological
methodology of attitude is based on the attitude structure approach — tripartite model of attitude
(Ajzen 2005; Breckler 1984; Rosenberg & Hovland 1960; Fazio & Petty 2007; Hogg 2006; Van der
Berg et. al. 2006; Schiffman & Kanuk 2004) and functional approach (Herek 1987; Katz 1960;
Prentice 1987; Smith 1947; Shavitt 1989). The structure of epistemological attitudes consists of
four reactions, based on a three component structure (Rosenberg & Hovland, 1960) — cognitive,
emotional, behavioral, and the fourth one being — pragmatic. The pragmatic reaction reflects the
personality reactions of an individual in his/her attitude to an object. It was distinguished on the
basis of the theory of attitude (Gregory, Much & Peterson 2002; Greenwald 1989; Katz 1960;
Lapinski & Boster 2001; Prentice 1987; Schade et. at. 2016; Wang 2009) that the main function of
attitudes is related to the needs of personality. The emotional response was complemented by the
prognostic aspect, underpinning the epistemological strategy (Spirkin 2002) and the concept of
strategy in psychology (Bors et al. 2006; Chang 2001; Pereira-Santos 2019; Vermunt & Donche
2017; Vermunt & Vermetten 2004). Cognitive response content is based on epistemological
approaches (Lektorsky 2010, 2018). On this basis, the concept of epistemological attitudes, which
reflects a student’s cognitive orientation model, is based on evaluation responses — cognitive,
emotionally prognostic, behavioral, or action, and pragmatism that allows the assessment aspects
and significance of the source of knowledge and its mechanisms to be identified.
Method
Participants

Altogether 202 respondents took part in the present research: students from different faculties
from Rotterdam Erasmus University (N=100) 18-44 years old (M = 21.52 years, SD =3.75 years);
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men (n = 49, M = 22.08 years, SD = 4.18 years) and women (n = 51, M = 20.98 years, SD = 3.24
years); students from different higher education institutions of Daugavpils city (N=102) 19-53 years
old (M = 23.08 years, SD = 5.87 years); men (n = 48, M = 21.5 years, SD = 4.36 years) and women
(n =54, M = 24.48 years, SD = 6.68 years).

Instrumentation

The Epistemological Attitude Questionnaire (EAQ) (Sivoronova 2015) was used in a study to
assess the source of knowledge and knowledge therein. There are five different sources of
knowledge for evaluation: 1) scientific literature and articles (including those in electronic format);
2) a tutor in an educational institution; 3) popular scientific journals and newspapers; 4) popular
television broadcasts; 5) Internet resources (all sources on the Internet, except the above
mentioned). The instrument determines formal and substantive aspects of evaluation and
importance of the source of knowledge. The overall reliability of the survey ranges from « = 0.86 to
a =0.89.

The EAQ consists of 4 scales and 11 features (k = 44). The formal aspect consists of four
scales measuring attitudinal responses, substantive aspect — 11 characteristics and categories of
attribute content. The cognitive scale determines respondent’s cognitive response and its features in
the assessment of the source of knowledge and its content; is determined by four characteristics —
criticism, fundamentalism and normativism, subject centrism, science centrism. The emotionally
prognostic scale determines nature and intensity (emotional prognostic value) of the emotionally
prognostic response of the respondent, which is determined by three features — optimism,
skepticism, agnosticism. Action/Behavioral scale determines the nature of behavioral responses and
behavior with the source of knowledge depending on characteristics (conditions) of the interaction
situation expressed in the academic and personal situation. The pragmatism scale determines the
practical significance of the choice of the source of knowledge, or pragmatism for the respondent’s
personality, expressiveness and orientation, it is expressed in two characteristics — functionalism
and adaptivism. The significance of the source of knowledge and its mechanisms should be defined
in the interpretation of statistical, formal and content characteristics.

Procedure

First of all, a pilot study was conducted with a sample of students (N = 102) from various
higher educational institutions in Daugavpils, which took place in December 2014 (Sivoronova
2015). In the second phase of the study, a survey was conducted in March 2017, and data from the
Erasmus University students in Rotterdam (N = 100) were collected using the EAQ. The
participation of the students was voluntary, and the selection was random. Filling in the survey took

on a face-to-face basis and after lectures, in groups and individually.
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Results

It has been found that there is a difference between the content of epistemological attitudes of
students in The Netherlands and Latvia — in formal and content aspects, importance and
mechanisms of knowledge sources, evaluations of all sources; finding significant differences
between several responses reactions (0.05> p <0.001), characteristics (0.05> p <0.001) and
categories characteristics’ content (0.05> p <0.001).
Scientific literature and articles

Evaluation of students at Rotterdam Erasmus University is formally more cognitive
(U =3656***) than in students in higher education institutions of Daugavpils City. The result
indicated significant differences in content aspect of epistemological attitude, which is clearly
shown in comparison of EA profiles (see Figure 1) in criticism (y2 = 34.96***), in optimism
(x2 = 7.76**) and skepticism (y2 = 13.13***), functionalism (y2 = 5.31**) and four characteristics’

content.
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Figure 1. Comparison between epistemological attitude profile toward scientific literature
and articles in students from Netherlands and students from Latvia

Students in The Netherlands have more criticism in the content of epistemological attitudes,
deficiencies in meaning of the source of knowledge, being more skeptical about the critical point of
view on scientific base; they contest the content of the source in any aspect. Despite the critical
position of students, the source of knowledge is significantly epistemological. Highly appreciated is
source-based and evidence-based methodology, in-depth theoretical basis that promotes the
psychological significance of the source — use in the studio process to acquire knowledge in depth,
academic communication, as a source of creative thinking (ideas and thought experiment).
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The assessment of students in Latvia has higher emotionally prognostic optimism mainly in
relation to the quality of potential knowledge in general, and it is thought that content knowledge
will not raise any doubt. Students are more expressive in functionalism in the choice of source, but
its use is more related to higher self-esteem and satisfaction and self-esteem is targeted with
acquisition of knowledge. For students, the source is generally significant, its knowledge evaluated
as a highly substantiated scientific substantiation, less critical in its assessment and less skeptical
about the quality of knowledge. High epistemological assessment is consistent with its
psychological significance, reflecting high functionality, especially in study-related conditions and
purposes, and most notably noted for the preparation of independent study papers (independent
essays and homework).

The tutor in an educational institution

In the formal aspect, no statistically significant differences were found between students in
Netherlands and Latvia. Statistically significant differences in the result shows the content aspect of
epistemological attitude — criticism (y2 = 12.9***) and subjectcentrism (y2 = 3.71%*), the tendency
to the difference in optimism characteristic (p=0.06), and content of four characteristics (see
Figure 2).

In The Netherlands, students in their assessment are more critical concerning the overall
credibility of the knowledge given by the tutors, considering that they need additional testing. In the
student’s consciousness, the importance of the tutor as a source is formed by both epistemological
and psychological mechanisms. One of the most important cognitive tools for students in the
Netherlands is critical reflection on the scientific nature of the material presented, emphasizing the
truth relativity, which generally does not hinder the assessment of knowledge as of high quality.
The psychological significance of a particularly pronounced study process, as the source provides
knowledge in depth, above the curriculum. Students also tend to perceive the tutors a source of

leisure time, outside of study discussions.
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Figure 2. Comparison between epistemological attitude profile toward the tutor
in an educational institution as a source of knowledge in students
from Netherlands and students from Latvia

In Latvia, students are more subject-centered as a source of teaching as a source of
specialization, especially when evaluating the teacher’s creative approach to teaching. Students are
more prognostic in the sense of optimism that knowledge is, however, more of a true reflection of
the truth and of no doubt. For students, the teacher is important both epistemologically and
psychologically. Knowledge is rated as highly scientific, with high prognostic potential, which is
reflected in high usage and pragmatism, respectively. The students also noted that listening to the
teacher is an opportunity to acquire knowledge with little effort and to acquire it in depth.

Popular science journals and newspapers

Formally, students from various higher education institutions of Daugavpils tend to use more
than students from Erasmus University in Rotterdam, finding a significant difference (U = 4786%)
in the response. Statistically significant differences were found in fundamentalism and normality
(x2 = 4.42*) and in characteristics of an academic situation (y2 = 12.69***), and in the content of
the four features (see Figure 3).

The content of attitudes of students at the Erasmus University in Rotterdam is a characteristic
of a higher degree of fundamentalism and normality. Students believe that the source and its
contents are generally accepted and accepted in society, tend to appreciate knowledge according to
the quality of the reflected methodology — theoretical or empirical basis is included in the source.
For students, the significance of the source is epistemologically moderate, such sources are

evaluated in society, but students tend evaluate critically the scientificness of sources and quality of
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prognostic content. Sources were not considered to be highly psychologically significant, no high
use among students was observed, and personally was more pragmatically neutral. Those students

who tend to use them, choose as a source of leisure time, reading material in comfort.

—Students in Netherlands Students in Latvia

*

Criticism

120 | Fundamentalism
- —/and normativism 7

*

Adaptivism, = 0,036

50

*

Functionalism - 60 Subjectocentrism

30

Personal situation —— N\ /J 77— Science Centrism

Academic -
p=0,000 situation

E— Optimisim

Agnosticisim = Skepticisim

* difference in feature's content

Figure 3. Comparison between epistemological attitude profile toward popular science
journals and newspapers in students from Netherlands and students from Latvia

Students from Daugavpils Higher Education Institutions use more popular scientific journals
and newspapers in academic situations — in seminars, discussions and other academic
communication (seminars, discussions, lecturers), acquire knowledge over the curriculum, and
prepare the use of information to write essays and other independent course works or home works.
The significance of the students for the sources is mainly formed by psychological mechanisms.
Epistemological quality was judged to be high on average, but sources were used for several
purposes, in particular for studies. Consequently, sources have been assessed as highly functional,
noting the positive impact of the use of sources on self-esteem. Optional adaptability is
characterized by the ability to use the source in comfortable conditions.
Popular science television broadcasts

Formally there are no statistically significant differences between the attitudes of students in
the Netherlands and Latvia. In the content aspect, statistically significant differences are seen in

optimism (y2 = 4.92*) and in the three-character content were found (see Figure 4).
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Figure 4. Comparison between epistemological attitude profile toward science popular science
broadcasts in students from Netherlands and students from Latvia

In The Netherlands, students are generally critical concerning television programs. The
critical feature is similarly expressed in both samples, each emphasizing the aspects of the source to
be criticized. Students in The Netherlands are critical concerning knowledge because it usually
provides a one-sided view of the issues of interest. In spite of criticism, it is generally more
optimistic that the need for knowledge needs to be met and the true knowledge can be obtained. The
source is moderately important, provided by both epistemological and psychological mechanisms.
On average, the quality of knowledge has been evaluated; the source is pragmatic in the personal
situation in general, and the adaptability in the choice. Less source knowledge is useful for
academic purposes, more than a source of free time.

Students in Latvia are also characterized by criticism, criticizing the credibility of source
knowledge, and consider that additional knowledge is needed for content knowledge. In general, the
source does not have a high epistemological value, low prognostic value of knowledge, and even
agnostically determined source. Despite this assessment, the source has a psychological
significance. Overall, the content of the source was evaluated as invalid for studies, but more than
half use the source to gain knowledge over the study program. The source is mainly used in
personal situations and is associated with high source pragmatism.

Internet resources

Students in Daugavpils higher education institutions formally use more and pragmatically

evaluate them higher in statistically significant differences (U = 3663***) and pragmatism

(U=3718***) reactions. There are differences in the content aspect, which are statistically
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significant differences in the academic situation (y2 = 34.96***), functionalism (y2 = 7.76*%*),

adaptivism (y2 = 13.13***), and content of four characteristics (see Figure 5).
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Figure 5. Comparison between epistemological attitude profile toward internet resources
in students from Netherlands and students from Latvia

In the perception of students in The Netherlands, Internet resources have more psychological
significance, and it is shown not in studies but in personal circumstances and purposes. Students
evaluated Internet resources as lacking epistemological quality for one-sided responses to problems,
expressed criticism towards knowledge, a low level of critical point of view of the present
information, and an inadequate fundamental basis, and overall that content of Internet resources is a
set of more subjective opinions and not authentic knowledge. However, most students actively use
the source, but only half of them value it as suitable for studies. The Internet has a pronounced
pragmatic meaning, is convenient for achievement of my goals and objectives, is convenient in
usage, and generally is personally valuable and popular in society. Students are less adaptive in
Internet choice, and more functional.

Students in Latvia give higher importance to the Internet both epistemologically and
psychologically, in particular emphasis is put on the successful acquiring of source’s content (style
of presentation of the information is good for its perceiving and learning), its personal value
(knowledge is valuable and important in my system of personal meanings (values, interests, desires,
aspirations), author’s creative approach. In the academic situation students use the source more. It
should be mentioned that the Internet resources are those that do not include these four groups of
sources; however, students have an interest in preparing the independent work related to studies,
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acquiring the study subject in depth. Use is also more pronounced in personal situations, especially
in leisure time. The choice of internet by students’ is more pragmatic in general. The choice is more
adaptive, because the source allows you to gain knowledge effortlessly, the cognition is possible
under comfort conditions, and they select the source for its popular knowledge acquisition method.
Conclusions

The results of the study showed that there is a difference between epistemological attitude of
the students in the Netherlands and Latvia, the formal and content aspects, the importance of
knowledge sources and its mechanisms in the assessment of all five sources; finding statically
significant differences between several attitude responses (0.05> p <0.001), characteristics (0.05> p
<0.001) and categories of characteristics (0.05> p <0.001). In the evaluation of scientific literature
and articles, statistically significant differences were found in the formal aspect of epistemological
attitude, cognitive reaction (U = 3656***), in the content aspect — in criticism (y2 = 34.96***), in
optimism (y2 = 7.76**) and skepticism (y2 = 13.13***), functionalism (42 = 5.31**) and content of
four characteristics. The assessment of the teaching institution’s through tutor revealed statistically
significant differences in the content aspect of epistemological attitudes — criticism (y2 = 12.9***)
and subjectcentrism (2 = 3.71%*), the tendency to differ in optimism (p = 0.06), and content of four
characteristics. The evaluation of popular scientific journals and newspapers revealed statistically
significant formal differences — in the action (U = 4786*), and in terms of content — in
fundamentalism and normativism (y2=4.42*) and academic situation (y2 = 12.69***), and content
of four characteristics. Statistically significant differences in content — optimism (y2 = 4.92*), and
content of three characteristics found in the evaluation of popular science television broadcast. In
the evaluation of Internet resources, statistically significant differences are in the formal aspect, in
the activities (U = 3663***) and pragmatism (U = 3718***), and in the content aspect — in the
academic situation (y2 = 34.96***), functionalism (y2 = 7.76**), adaptivism (y2 = 13.13***), and

content of four characteristics.

References

Ajzen, |. 2005. Attitude, Personality and Behaviour. In T. Manstead (Ed.) Mapping Social
Psychology. Berkshire: Open University Press.

Baxter Magolda, M.B. 2004. Evolution of a Constructivist Conceptualization of Epistemological
Reflection. Educational Psychologist, VVol. 39 (1), pp. 31-42.

Blumberga, S. 2012. Dimensions of Epistemic authority of University Professors. Natural and
Social Sciences Journal, Vol. 5, pp. 16-20.

Bors, D.A. Vigneau, F., Lalande, F. 2006. Measuring the need for cognition: Item polarity,
dimensionality, and the relation with ability. Personality and Individual Differences, 40, pp. 819-
828.

Breckler, S.J. 1985. Empirical validation of affect, behavior, and cognition as distinct components
of attitude. Journal of Personality and Social Psychology, 47 (6), pp. 1191-1205.

38



DAUGAVPILS UNIVERSITATES 61. STARPTAUTISKAS ZINATNISKAS KONFERENCES PROCEEDINGS OF
RAKSTU KRAJUMS THE 615" INTERNATIONAL SCIENTIFIC CONFERENCE OF DAUGAVPILS UNIVERSITY

Brownlee, J. Berthelsen, D. 2006. Personal epistemology and relational pedagogy in early
childhood teacher education programs. Early Years: An International Journal of Research, 26 (1),
pp. 17-29.

Chang, E. C. 2001. Optimism and pessimism: Implications for theory, research, and practice.
Washington, DC: American Psychological Association.

Chinn, C.A., Buckland, L.A. Samarapungavan, A. 2011. Expanding the dimensions of epistemic
cognition: Arguments from philosophy and psychology. Educational Psychologist, 46, pp. 141-
167.

Dewey, J. 1916. Essays in Experimental Logic. Ch. XIII. Chicago: University of Chicago Press
Dugas, M., Kruglanski, A.W. 2018. Shared reality as collective closure. Current Opinion in
Psychology, Vol. 23, pp. 72-76.

Erdamar, G. 2010. Some variables affecting student teachers’ studying strategies. Hacettepe
Universty Journal of Education, 38, pp. 82-93.

Fazio, R. H., Petty, R. E. 2007. Attitudes. Vol. 1: Structure, function, and consequences. Hove:
Psychology Press.

Gohit, R. K., Sreedevi, K.V. 2008. Scientific Attitude Scale. Constructivism in Science Education.
Discovery Publishing House.

Gregory, G. D., Much, J. M., & Peterson, M. 2002. Attitude functions in consumer research:
comparing value-attitude relations in individualistic and collectivistic cultures. Journal of Business
Research, 55, pp. 933-942.

Hammer, D., Elby, A. 2002. On the form of a personal epistemology. In B.K. Hofer, P.R. Pintrich
(Eds.), Personal epistemology: the psychology of beliefs about knowledge and knowing. Erlbaum,
Mahwah, pp. 169-190.

Herek, G.M. 1987. Can functions be measured? A new perspective on the functional approach to
attitudes. Social Psychology Quarterly, 50(4), pp. 285-303.

Hofer, B. K. 2006. Domain Specificity of Personal Epistemology: Resolved Questions, Persistent
Issues, New Models. International Journal of Educational Research, Vol. 45(2), pp. 85-95.

Hofer, B. K., Pintrich, P. R. 1997. The development of epistemological theories: Beliefs about
knowledge and knowing and their relation to learning. Review of Educational Research, 67, pp. 88—
140.

Hofer, B.K., Bendixen L.D. 2012. Personal epistemology: Theory, research, and future directions.
In K.R. Harris, S. Graham, T. Urdan (Eds.), APA educational psychology handbook, Vol. 1:
Theories, constructs, and critical issues, American Psychological Association, Washington,
pp. 227-256.

Hofer, B.K., Pintrich, P.R. 2002. Personal epistemology: The psychology of beliefs about
knowledge and knowing. Erlbaum Associates, Mahwah, NJ.

Hogg, M. A. 2006. Social identity theory. In: P. Burke (Ed.), Contemporary social psychological
theories. Stansford University Press, pp. 7-30.

Hovland, C. 1., Rosenberg, M. J. 1960. Cognitive, Affective and Behavioral Components of
Attitudes. In Rosenberg, M. J., Hovland C. I. (Eds.), Attitude Organization and Change: An
Analysis of Consistency among Attitude Components. New Haven: Yale University Press, pp. 112—
163.

James, W. 1907. Pragmatism. Cambridge: Harvard University Press.

Jan D. Vermunt.

Judin, Je.G. 1997. Metodologija nauki: Sistemnost’. Dejatel 'nost’” [Methodology of Science:
Systematic. Action.]. Moskva: Jeditorial URSS, 444 s.

Katz, D. 1960. The Functional Approach to the Study of Attitudes. Public Opinion Quarterly,
No 24, pp. 163-204.

Kennedy, J. P., Quinn, F., Taylor, N. 2016. The school science attitude survey: a new instrument for
measuring attitudes towards school science. International Journal of Research & Method in
Education, Vol. 39, pp. 422-445.

39



DAUGAVPILS UNIVERSITATES 61. STARPTAUTISKAS ZINATNISKAS KONFERENCES PROCEEDINGS OF
RAKSTU KRAJUMS THE 615" INTERNATIONAL SCIENTIFIC CONFERENCE OF DAUGAVPILS UNIVERSITY

King, P.M., Kitchener, K.S. 2002. The Reflective Judgment Model: Twenty Years of Research on
Epistemic Cognition. In B. Hofer & P. Pintrich (Eds.), Personal epistemology: The psychology of
beliefs about knowledge and knowing. Mahwah, NJ, US: Lawrence Erlbaum Associates Publishers,
pp. 37-61.

Kruglanski, AW., Raviv, A., Bar-Tal, D., Raviv, A., Sharvit, K., Ellis, S., Bar, R., Pierro, A.,
Mannetti, L. 2005. Says Who? Epistemic Authority Effects in Social Judgment. Advances in
Experimental Social Psychology, Vol. 37, pp. 345-392.

Kuhn, D., Weinstock, M. 2002. What is epistemological thinking and why does it matter? In
B. K. Hofer & P. R. Pintrich (Eds.), Personal epistemology: The psychology of beliefs about
knowledge and knowing. Mahwah, NJ, US: Lawrence Erlbaum Associates Publishers. pp. 121-144.
Kuhn, D., Cheney, R., Weinstock, M. 2000. The development of epistemological understanding.
Cognitive Development, 15, pp. 309-328.

Kuhn, D., Park, S.-H. 2005. Epistemological understanding and the development of intellectual
values. International Journal of Educational Research, 43(3), pp. 111-124.

Lacap, M. P. 2015. The scientific attitudes of students major in science in the new teacher education
curriculum. Asia Pacific Journal of Multidisciplinary Research, 3(5), pp. 7-15.

Lektorskii, V.A. 2010. Realism, Antirealism, Constructivism, and Constructive Realism in
Contemporary Epistemology and Science. Journal of Russian and East European Psychology,
Vol. 48. M.E. Sharpe, pp. 5-44.

Lektorsky, V.A. 2018. Constructive realism as the contemporary form of epistemological realism.
Philosophy of Science and Technology, Vol. 23(2), pp. 18-22.

Lichtenstein, M.J., Owen, S.V., Blalock, C. L., Liu, Y., Ramirez, K. A., Pruski, L. A.,
Marshall, C. E., Toepperwein, M. A. 2008. Psychometric Reevaluation of the Scientific Attitude
Inventory-Revised (SAI-I1). Journal of Research in Science Teaching, 45(5), pp. 600—616.

Lin, H., Hong, Z.-R., Chen, Y.-C. 2013. Exploring the development of college students’ situational
interest in learning science. International Journal of Science Education, 35(13), pp. 2152-2173.
Mead, G. H. 1938. The Philosophy of the Act. Chicago: University of Chicago Press.

Moore, R. W., Foy, R. L. H. 1997. The scientific attitude inventory: A revision (SAI I1). Journal of
Research in Science Teaching, 34(4), pp. 327-336.

Muis, K.R. 2007. The role of epistemic beliefs in self-regulated learning. Educational Psychologist,
42, pp. 173-190.

Olafson, L., Schraw, G.,Vander Veldt, M. 2010. Consistency and Development of Teachers’
Epistemological and Ontological World Views. Learning Environments Research, Vol. 13(3),
pp. 243-266.

Oztiirk, B., Kog, G., Cetin. 2004. Attitudes of students at gazi university vocational education
faculty towards studying. Vocational Education Journal, 6, 12, pp. 1-18.

Peirce, C. S. 1923. Chance, Love and Logic; philosophical essays by the late Charles S. Peirce.
London: K. Paul, Trench, Trubner.

Pereira-Santos, D., Prudéncio, R. B. C., de Carvalho, A. 2019. Empirical investigation of active
learning strategies. Neurocomputing, Vol. 326-327, pp. 15-27.

Perry, W.G. 1981. Cognitive and ethical growth: The making of meaning. In: Chickering. A. W.
(Ed), The Modern American College. San Francisco, CA, pp. 76-116.

Ponterotto, J.G. 2005. Qualitative Research in Counseling Psychology: A Primer on Research
Paradigms and Philosophy of Science. Journal of Counseling Psychology, 52(2), pp. 126-136.
Prentice, D.A. 1987. Psychological Correspondence of Possessions, Attitudes, and Values. Journal
of Personality and Social Psychology, Vol. 53, pp. 993-1003.

Qian, G., Alvermann, D. E. 2000. Relationship between epistemological beliefs and conceptual
change learning. Reading & Writing Quarterly, 16(1), pp. 59-74.

Rao, D.B. 1996. Scientific Attitude vis-a-vis Scientific Aptitude. Discovery Publishing House:
N. Delhi.

Raviv, A., Bar-Tal, D., Raviv, A., Abin, R. 1993. Measuring epistemic authority: studies of
politicians and professors. European Journal of Personality, 7, pp. 119-138.

40



DAUGAVPILS UNIVERSITATES 61. STARPTAUTISKAS ZINATNISKAS KONFERENCES PROCEEDINGS OF
RAKSTU KRAJUMS THE 615" INTERNATIONAL SCIENTIFIC CONFERENCE OF DAUGAVPILS UNIVERSITY

Schade, M., Hegner, S., Horstmann, F., Brinkmann, N. 2016. The impact of attitude functions on
luxury brand consumption: An age-based group comparison. Journal of Business Research, 69(1),
pp. 314-322.

Schiffman, L.G., Kanuk, L.L. 2004. Consumer Behaviour, 8th ed. Upper Saddle River, NY:
Pearson Education.

Schiller, F.C.S. 1930. Studies in Humanism. 2. Ed., L.

Schommer Aikins, M. 2017. Web of Concepts Critical to Today’s World Epistemological Beliefs
Cognitive Flexibility and Balance. Psychology and Behavioral Science, International Journal,
Vol. 7(5), DOI: 10.19080/PBS1J.2017.07.555724

Schommer, M. A. 1990. Effects of beliefs about the nature of knowledge on comprehension.
Journal of Educational Psychology, Vol. 82, No. 3, pp. 498-504.

Schommer-Aikins, M. 2004. Explaining the epistemological belief system: Introducing embedded
systemic model and coordinated research approach. Educational Psychologist, 39, pp. 19-29.
Schraw, G., Olafson, L. J. 2002. Teachers’ epistemological world views and educational practices.
Issues in Education, Vol. 8, pp. 99-148.

Shavitt, S. 1989. Products, personalities and situations in attitude functions: Implications for
consumer behavior. Advances in Consumer Research, 16, pp. 300-305.

Sivoronova, J. 2015. Studentu epistemologiskas attieksmes pret zinasanu avotiem. Bakalaura darbs.
Daugavpils: Daugavpils Universitate, 155 Ipp.

Spirkin, A.G. 2002. Filosofija [Philosophy]. Moskva: Gardariki, 472 s.

Van den Berg, H., Manstead, A., Pligt, J., Wigboldus, D. 2006. The impact of affective and
cognitive focus on attitude formation. Journal of Experimental Social Psychology, 42, pp. 373-379.
Vermunt J.D., Vermetten Y. 2004. Patterns in student learning: Relationships between learning
strategies, conceptions of learning, and learning orientations. Educational Psychology Review,
16(4), pp. 359-384.

Vermunt, J. D., Donche, V. 2017. A Learning Patterns Perspective on Student Learning in Higher
Education: State of the Art and Moving Forward. Educational Psychology Review. DOI:
10.1007/s10648-017-9414-6

Wang, X. 2009. Integrating the theory of planned behavior and attitude functions: Implications for
health campaign design. Health Communication, 24, pp. 426—434.

Yasar, S., Anagun, S.S. 2009. Reliability and Validity studies of the science teaching course —
Scientific Attitude Scale. Journal of Turkish science education, 4(2), Ekip. Ltd.

41



MENEDZMENTS / MANAGEMENT

THE EFFECTIVE INDICATORS OF CRIMINAL PUNISHMENT
ENFORCEMENT INSTITUTIONS

Anatolijs Capkeviés
Daugavpils University, Parades street 1, Daugavpils, Latvia, LV-5401,
anatolijs.capkevics@inbox.lv

Abstract

The effective indicators of criminal punishment enforcement institutions
Key words: criminal punishment enforcement institutions, Administration of Penal Institutions, State Probation Service,
effective indicators, activity results
The effective indicators, accessible in the public surveys conducted by the Administration of Penal Institutions
(further — API) and State Probation Service (further — SPS) in the period of 2015-2017, reflect the results of API and
SPS activity (general information about what has been done in the previous period), but not the degree of achieving the
aim of re-socialization policy. To evaluate the results of their activity, institutions enforcing criminal punishment have
to introduce effective indicators which would provide information about the achievement of the results expected from
the re-socialization policy. In future, at drawing up documents on planning punishment enforcement policy, criminal
punishment enforcement institutions should be imposed the obligation to reflect in their annual surveys the degree of
achieving the planned re-socialization policy results.

Kopsavilkums

Kriminalsodu izpildes institiiciju rezultativie raditaji
Atslegvardi: kriminalsodu izpildes institicijas, leslodzijuma vietu parvalde, Valsts probacijas dienests, rezultativie
raditaji, darbibas rezultati
Rezultativie raditaji, kuri ir pieejami Ieslodzijuma vietu parvaldes (turpmak — IeVP) un Valsts probacijas dienesta
(turpmak —VPD) 2015.-2017. gada publiskajos parskatos, atspogulo IeVP un VPD darbibas rezultatus (visparigu
informaciju par to, kas paveikts iepriek$€ja perioda), nevis resocializacijas politikas mérka sasniegSanas pakapi.
Kriminalsodu izpildes institlicijam, savas darbibas rezultatu noveérté$ana, ir nepiecieSams ieviest rezultativos raditajus,
kuri varetu sniegt informaciju par resocializacijas politikas sagaidamo rezultatu izpildi. Turpmak, veicot soda izpildes
politikas planoSanas dokumentu izstradi, biitu nepiecieSams kriminalsodu izpildes institlicijam uzdot pienakumu
atspogulot planoto resocializacijas politikas rezultatu sasnieg$anas pakapi gada publiskajos parskatos.

The paper is aimed at studying the issue whether the effective indicators of criminal
punishment enforcement institutions in Latvia determine achieving the results of re-socialization
policy.

The challenge posed for the state administration is to provide better service (effectiveness)
with less means (economy) (6).

In conformity with the new approach to administration, the effectiveness of state
administration is determined by setting aims, planning respective activities and assessing what has
been achieved, i. e. by determining the degree of achieving the aim. Such an approach implies that
at planning and implementing policy the attention is focused on the control of results, and for this
purpose a system of results and effective indicators is being created (1).

In order the process of evaluating the accomplished work would have an added value and
would achieve the aim, it is vital for the heads of institutions to understand the nature, use and
consequences of evaluating their work (3).
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To assess the effectiveness of state administration institutions, systems of results and effective
indicators adequate for a specific political sphere are designed and introduced. And the sphere of
criminal punishment enforcement policy is no exception in this respect. For planning,
implementation and supervision of this sphere, too, the systems of results and effective indicators
are created and introduced (1).

The first part of article 5 in Latvia’s Punishment Enforcement Code (further —LPEC) defines
those state institutions which are entitled to enforce criminal punishments imposed as basic
punishments: the imprisonment places of the Administration of Penal Institutions at the Ministry of
Justice (imprisonment) and the State Probation Service (forced labor). While the third part of article
5 states that “if Court has put a person on probation or on parole before the appointed time, the
implementation of such judgment of court is controlled and the convicts are watched by the State
Probation Service”. Consequently, The Administration of Penal Institutions (API) and the State
Probation Service (SPS) are those institutions of enforcing criminal punishment which basically
enforces criminal punishment in the Republic of Latvia (2).

When developing systems of APl and SPS effective indicators, it is essential to evaluate
effective indicators of other countries — how sentence executing institutions in countries with a rich
experience of evaluating policy and practice of a judicial system sector have formulated aims and
desired policy results, have linked policy results with activity results and resources used for
achieving the results (1).

The judicial sector in general, including institutions enforcing criminal punishment, is
expected:

1. To influence criminal recidivism and to achieve a reduction in the number of committing
recidivistic crimes (aim of reducing recidivism).

2. To ensure the adoption of effective decisions in relation to sanctions and punishment to be
imposed on law breakers (aim of penalty imposing quality).

3. To implement a qualitative execution of sentences and rulings (aim of the penalty enforcement
quality).

4. To provide that the protection of society is organized in a safe and humane way (aim of the
safety and humane approach)

5. To provide that victims and potential victims of transgression of law are protected, that the
victims are involved in the process of restoring justice (aim of the protection of victims) (1).

The introduction of internationally comparable indicators allows evaluating the policy of
criminal judicial system within the context of other countries. These indicators may indicate the

strategic directions for the development of policy and practice of criminality control (1).
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The indicator of criminal recidivism has been identified as one of the most significant
indicators in other countries, characterizing the quality of work of both API and SPS (5).

The institutions of Latvian criminal judicial system have not been directly given the task to
collect, summarize and analyze information about recidivistic criminality. Statistic data relating to
criminal recidivism and recidivistic criminality are at the disposal of institutions of some countries.
However, this information is fragmentary and insufficiently detailed, which does not allow to
comprehensively analyze the work quality of institutions of criminal judicial system, especially that
of institutions executing criminal punishment (4).

At present, no official normative act or political document in Latvia provides the
methodology for evaluating recidivism, and consequently the information on recidivistic criminality
is not available in general. The institutions of enforcing criminal punishment should undertake the
initiative of suggesting a discussion on the evaluation of the indicators of recidivism and approach
to their analysis, involving in this discussion also courts, prosecutors and the police (4).

The Regulations of the Cabinet of Ministers Nr 580 on “Guidelines on the re-socialization of
prisoners for 2015-2020” (further — guidelines on prisoners’ re-socialization) state the aim of re-
socialization policy as follows: to reduce all the risks of criminal behavior during the imprisonment
and after serving one’s sentence so that to promote person’s reliability and his successful adaption
to the society and alignment with the market. The result expected from the re-socialization policy is
the improvement of effective indicators of criminal punishment enforcement institutions (7).

Both API and SPS prepare annual public surveys on work they had done previous year,
including in them effective indicators.

At analyzing the API public surveys for 2015-2017, we can draw a conclusion that they
include structured information about such indicators as: repair work and provision of infra-
structure, structure of the institution, implementation of projects, developing normative acts
(including also amendments of API internal rules and regulations), financing from the national
budget and its spending, the number and placing of prisoners, security of penal institutions,
activities carried out for the re-socialization of prisoners, prisoners’ health care, administrative
work, dealing with petitions, staff, communication with the society, activities planned for the next
year.

The SPS public surveys for 2015-2017 include basically structured information about such
indicators as: the number and characterization of clients (classification of offence and clients’ age),
structure of the institution, spending of the state budget means, organizing the enforcement of a
criminal sentence (forced labor and forced measures having an educational character for children —
public activities), preparing evaluation reports, monitoring (SPS monitoring and electronic

monitoring), organization and management of the settlement, SPS consultative councils, research
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done and commissioned by SPS, implemented projects, improvement of SPS management and
activity, staff, communication with the society, activities planned for the next year.

The structural analysis of indicators has shown that at present all the indicators of the work of
criminal punishment enforcement institutions are being analyzed together, without separating
informative indicators from effective indicators. During the process of summarizing the indicators,
the effective indicators which indicate to work quality of different institutions are not separated
from the informative indicators which serve to meet the needs of statistics (5).

We can conclude that API and SPS effective indicators are summarized to obtain general
information about what has been done in the previous period. An integrated approach to scheduling
and evaluating the results of the activities of institutions has not been defined. The present data
analysis process is not oriented towards helping the management to assess work of institutions and
decide whether the activity of the institution is to be assessed as good and, consequently, in which
spheres improvements would be necessary so that the results of the activity of the institution could
be better. (5) Besides, the effective indicators have to indicate to the achievement of re-socialization
policy results too. As defined by the prisoners’ re-socialization guidelines, the improvement was
planned in thirteen effective indicators.

In APl and SPS public surveys for 2015-2017, out of the thirteen effective indicators the
information can be found only about two indicators: the number of prisoners who are involved in
the programs for lessening addiction provided by Addicts Center of Olaine prison and the number
of places where the prisoners are kept under safe and appropriate (meeting international
requirements) conditions. Information about the rest of eleven effective indicators is not available at
all in the APl and SPS public surveys for 2012-2017.

In both 2015 and 2017, the guidelines for prisoners’ re-socialization scheduled involving 200
prisoners into the programs for lessening addiction provided by the Addicts Center in Olaine prison.
In 2016, the program for lessening addiction involved 8 prisoners (4% from the planned amount), in
2017 — 120 prisoners (60% from the planned amount).

The prisoners’ re-socialization guidelines scheduled that in 2015 penalty institutions would
provide 160 places (2.73% from the number of places in penalty institutions), in 2016 and 2017 360
places (6.15% from the number of places in penalty institutions) would be provided in the penalty
institutions where the prisoners would be kept under safe and appropriate (meeting international
requirements) conditions. Due to the fact that in 2015 the youth detention center was opened in
Cesis and in 2016 Addicts center started functioning in Olaine prison, the planned indicators were
achieved for 100%.
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Conclusions

Assessing the results achieved during the period of 2015 2017, we can draw a conclusion that
the institutions of criminal punishment enforcement in Latvia do not register many of those
effective indicators which have been planned to achieve in guidelines for the re-socialization of
prisoners.

At present, the effective indicators available in the APl and APS public surveys for 2015 —
2017 sooner reflect the results of APl and SPS activity than the degree of achievement the highest
aim (the aim of re-socialization policy). From this we can infer that it is impossible to evaluate the
performance of every criminal punishment enforcement institution, if APl and SPS in general do
not carry out registration of effective results planned by the guidelines for prisoners’ re-
socialization.

To achieve the aim of re-socialization policy, criminal punishment enforcement institutions
have to introduce a system of effective indicators for assessing their activity, which could provide
the information about the fulfillment of the expected results of re-socialization policy.

In future, when drawing up documents of planning punishment enforcement policy, it would
be necessary to impose the obligation on criminal punishment enforcement institutions to reflect the
degree of achieving the scheduled re-socialization policy results in public surveys, so that the

degree to which the aim of re-socialization policy has been achieved could be established in future.
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Abstract

The analaysis of improvement of EFQM business excellence model
Key words: Business excellence, criterion, guidelines, improvement, model
European Foundation for Quality Management defined the benchmarking guidelines of EFQM business excellence
model in early 90-ies of the 20th century, and keep them updating periodically. The excellence model is a structure
envisaged for the interpretation of excellence guidelines in performance. In order to facilitate the benefits from the
EFQM adoption in the company, the management shall initially ensure the compliance of the business activities to the
aforementioned excellence benchmarking guidelines. If the company fails to understand and accept the guidelines
entirely, the mastering of the model can be complicated and even pointless for any type of the business. EFQM
guidelines serve to analyse the performance of the company and justify the adoption of the model in the level of top
management.
The aim of the research is to study the improvement possibilities of the performance quality assessment in Latvian
companies, basing on EFQM business excellence model. The hypothesis of the research is following: improving the
EFQM business excellence model used in the performance quality assessment in Latvian companies by including
important new criteria and integrating them into conventional criteria of the model could increase the competitiveness
of the business and drive it towards higher level of excellence. The tasks of the research consist of studying the
benchmarking guidelines of European business excellence model; in the result of assessment by Latvian and foreign
business excellence and quality experts verify the assumptions included in the EFQM business excellence model with
author’s improvements, thus approbating and proving he hypothesis; to draw the conclusions and come up with the
proposals.

Kopsavilkums

EFQM Biznesa izcilibas modela pilnveidoSanas analize
Atslegvardi: biznesa izciliba, kritériji, pilnveidoSana, modelis, vadlinijas
EFQM Biznesa izcilibas modela pamatnostadnes izveidoja Eiropas Kvalitates vadibas fonds 20 gadsimta 90. gadu
sakuma, un no ta laika tas periodiski atjauno. Izcilibas modelis ir struktiira, kas paredzéta Izcilibas nostadnu
interpret€Sanai reala darbiba. Lai veicinatu ieguvumus no EFQM apgiisanas uznémuma, vadiba sakotngji nodrosina to,
ka uznémuma darbiba atbilst izcilibas pamatnostadném. Ja tas uznémuma nav pilniba izprastas un pienemtas, modela
apgiiSanas process var but sareZgits un pat bezmérkigs neatkarigi no uznéméjdarbibas veida. EFQM nostadnes var tikt
izmantotas par pamatu, analiz€jot uznémuma darbibu. Tapat tas nodroSina pamatu saskanosanai augstakas vadibas
ltment.
Petljuma mérkis ir, pamatojoties uz EFQM Biznesa izcilibas modeli, izpétit Latvijas uzp@émumu darbibas kvalitates
novertéSanas pilnveidosanas iesp&jas. Petljuma hipote€ze — pilnveidojot Latvijas uznpémumu darbibas kvalitates
vertésanas procesa izmantojamo EFQM Biznesa izcilibas modeli, ieklaujot taja batiskus, jaunus kritérijus un integréjot
tos ar visparpienemtajiem modela kritérijiem, var paaugstinat uznéméjdarbibas konkurétsp&ju un virzit to uz augstaku
izcilibas Iimeni. Uzdevumi: veikt Eiropas Biznesa Izcilibas modela pamatnostadnu izpéti; Latvijas un arvalstu Biznesa
izcilibas un kvalitates jomas ekspertu vértéjuma rezultata parbaudit autora pilnveidotaja EFQM Biznesa izcilibas
modeli ieklautos pienémumus, tadejadi aprob&jot, un pieradot izvirzito hipotezi; apkopot secinajumus un sniegt
priekslikumus.

Introduction

According to the statements by L. Porter and S. Tanner, The European Foundation for Quality
Management (EFQM) business excellence model is a substantial tool of diagnostics providing to
the stakeholders learning opportunities aimed to realize the strengths of the company and to
discover the possibilities of improvement (Porter, Tanner, 2001). Besides, the aforementioned
model can give a company the chance to calculate the difference between the best practice and

actual performance (Sampaio, Saraiva, Monteiro, 2012: 183). Due to the model’s popularity,
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practicableness and wide applicability the author chose it as a basic tool for further research and
elaboration of the practical part of her study.

The author pointed out that a company can avoid the waste of resources thorough assessment
of initial activities, enabling the possibility to channel these resources to the business operations that
would facilitate the implementation of business excellence guidelines.

The aim of the research is to study the improvement possibilities of the performance quality
assessment in Latvian companies, basing on EFQM business excellence model (BEM). The
hypothesis of the research is following: improving the EFQM BEM used in the performance quality
assessment in Latvian companies by including important new criteria and integrating them into
conventional criteria of the model could increase the competitiveness of the business and drive it
towards higher level of excellence. The tasks of the research consist of studying the benchmarking
guidelines of European BEM; in the result of assessment by Latvian and foreign business
excellence and quality experts verify the assumptions included in the EFQM BEM with author’s
improvements, thus approbating and proving the hypothesis; to draw the conclusions and come up
with the proposals. The methods applied in research are analysis of literature and a survey of
inhabitants (questionnaire).

Discussion

The EFQM BEM is based on a set of European values, first expressed in the European
Convention on Human Rights (1953) and the European Social Charter (revised in 1996). This treaty
is ratified by the 47 member states of the Council of Europe, and the principles are incorporated into
national legislation. The Fundamental Concepts of Excellence build on the foundation of these basic
Human Rights, assuming they are universally applied. Recognising the role business can play in
supporting the broader goals of the United Nations (UN), the UN Global Compact (2000) was
established. This initiative encourages organisations to actively apply these values, set out as
principles for sustainable and socially responsible business, across their global operations. Whilst a
number of these principles are explicitly covered in the EFQM BEM, a number are implicit,
including those relating to human rights, corruption, bribery and forced labour, as these are already a
legal requirement within Europe. EFQM BEM can see in Fig. 1.
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Figure 1. EFQM Business excellence model
(created by the author according to Heras-Saizarbitoria, Marimon, Casadesus 2012)

The Model has nine criteria (Leadership, People, Strategy, Partnership and Resources,

Processes, Products and Services, People results, Customer results, Society results, Key results)

and 32 sub-criteria. Model has two parts — Enablers and Results. Total core 1000 points — 500 as

Enablers and 500 as Results part.

Model based on Fundamental Concepts of Excellence: (Sampaio, Saraiva, Monteiro 2012)
Fundamental Concepts of Excellence are:
Adding Value for Customers. Excellent organisations consistently add value for customers by
understanding, anticipating and fulfilling needs, expectations and opportunities.
Creating a Sustainable Future. Excellent organisations have a positive impact on the world
around them by enhancing their performance whilst simultaneously advancing the economic,
environmental and social conditions within the communities they touch.
Developing Organisational Capability. Excellent organisations enhance their capabilities by
effectively managing change within and beyond the organisational boundaries.
Harnessing Creativity & Innovation. Excellent organisations generate increased value and
levels of performance through continual improvement and systematic innovation by harnessing
the creativity of their stakeholders.
Leading with Vision, Inspiration & Integrity. Excellent organisations have leaders who shape
the future and make it happen, acting as role models for its values and ethics.
Managing with Agility. Excellent organisations are widely recognised for their ability to
identify and respond effectively and efficiently to opportunities and threats.
Succeeding throughthe Talent of People. Excellent organisations value their people and create a
culture of empowerment for the achievement of both organisational and personal goals.
Sustaining Outstanding Results. Excellent organisations achieve sustained outstanding results
that meet both the short and long term needs of all their stakeholders, within the context of their

operating environment.
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2015 brought significant changes to the 1SO 9000 standards. (2015) Subsequently, the author
considers important to take into account these changes upon identification of the assumptions to be
included into the improved EFQM BEM, therefore a general overview of standard sections and
comments on necessity of inclusion of other particular issues and their usefulness in context of the
improved EFQM BEM are provided.

Risk assessment-based thinking allows the organization to diagnose factors that could create
derogations from its processes and the forecasted results of the quality management system, apply
preventively the management tools and methods to reduce negative impacts and take the new
opportunities, which is essential for a company striving for business excellence.

Risk-assessment based analysis is important in order to achieve an efficient quality
management system. The concept of risk-based thinking has been indirectly included in the
previous issues of the international standard 1SO 9001 (2015), i.e. in application of preventive
measures aimed to dissolve possible incompliances, analysing of any emerged incompliances,
carrying out the activities proportional to the impact of incompliance in order to prevent the
repetition of inadequacy (Hunt, Dominguez, Williams 2016). In order to comply with the
requirements of the aforementioned international standard, the organization must plan and
implement the activities that include risks and opportunities (Abuhav 2017). Risk consists of the
impact of incertitude, which can be positive or negative. Risk-based positive deviation can give the
opportunity, but not all positive impacts of risk will. Therefore, thinking of companies striving for
excellence from the point of view of a successful business, risk assessment must be included in
EFQM BEM (Peckford 2016).

The new version of ISO 9001 (2015) includes the explanation of company’s context and the
respective requirement to comply with it. Such a requirement lacked in the previous version of 1SO
9001(1SO 2008) — an important aspect from the business standpoint, since each company operates
in a determinate environment and is subject to different environmental factors (such as political,
economic, demographic and so on), therefore the disregarding their impact will affect negatively the
competitiveness of the company. Section 4 of 1SO 9001 (2015) prescribes the following: the
Organization shall state the external and internal circumstances related to the intentions and
strategic development of the company and provide an impact to its ability to achieve the expected
results of quality management system; the Organization shall monitor and review the information
on its external and internal circumstances, which would definitely help in moving forward to
business excellence. (Peckford 2016) Besides, ISO 9001 (2015) keeps several sections of the
previous version of the standard, such as resource planning, ensuring production and services and
similar, indicating that not all sections must be automatically replaced by new ones. Successful

issues that have been included in the standard previously keep modifying over the time, mainly in
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relation to terminology. The new version pays more attention to information analysis. The
examination of the standard leads the author to conclude that sections 9 and 10 are dedicated
particularly to a variety of data studies and analysis, which can serve for fact-based decision-
making. In comparison to the previous version of the standard, the analysis of information and data
in the new version is more detailed. The author believes that a comprehensive information analysis
one of the most important aspects to be included in the EFQM Model and put among the main
criteria, since it is the base of successful business. Information analysis can include the data on the
external environment and the results can be applied in order to increase the competitiveness of the
company.

Basing on guidelines of EFQM BEM and standards sections of 1SO 9001 (2015), the author
suggest to add to the criteria of leadership and strategy “7he principles of Sustainable Development
and Risk Assessment”. It means that nowadays the business should definitely take into account the
sustainable development, taking care of the environment, work environment and society in general,
which is possible only under guidance of a strong leader and well-elaborated business strategy
(Hoyle 2017). Upon elaboration of the strategy risk assessment shall be considered, i.e. the risks
related to stakeholders, since it is the only way for the company to protect the business from
unpleasant situations emerged due to the breach of the contract or in case of fundamental changes in
customers’ behaviour. The criterion “Human Resources” should include and emphasize equal
rights of all employees, ethical conducts and sustainability-oriented thinking. All of aforementioned
conditions comply with the basic principles of the contemporary business and taken into account by
the largest part of the companies caring about their public image. In addition, an efficient
communication system is what matters, since it would ensure precise and correct decision-making.
The author suggests to add to the criterion “Partnerships and Resources” the compliance with
long-term requirement and risk assessment, which would considerably increase the competitiveness
of the company regardless its type of business activities and help to demonstrate the excellence in
performance. The use of cutting-edge technologies could help to implement the general business
strategy. Knowledge and information management within a company can help the management
team and executives in taking the right strategic and tactic decisions aimed to increase the
competitiveness of the company in short and long term.

As for the criterion “Products, Services and Processes”, it should include sustainable
development. It means, that organizing its business the company must use not only environmentally
friendly technologies, but also consider the broadening the range of environment-friendly products
(Robitaille, 2015:27). The sub-criterion “Social Perception” must be supplemented by the
improvement of company’s image, adding the sustainability component (Cianfrani, West 2015).

The efficiency indexes of this criterion should include the solutions of the environmental problems,
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thus pointing at the fact, that environment effects are important to the company striving for
excellence in business performance (Cochran 2015). And last, but not least criterion suggested by
the author is “Business Sustainability” related to the impact of the projects related to natural,
working and social environment, which is an integral and significant part of business excellence
(Peckford 2016: 68).

The assessment of the existing criteria of different business excellence models and changes
introduced in standard 1SO 9001 (2015), considering the guidelines of BEM, during the research the
author suggests several assumptions for approbation that could essentially improve the EFQM BEM
to ensure more effective implementation. These assumptions include Internal and External
Suppliers; Labour Safety and Healthcare; Risk Assessment; Suppliers; Business Excellence;
Improvement; External Environment of the Company and Its Impact; Comprehensive Information
Analysis and Risk Assessment; Business Sustainability.

In order to prove the hypothesis, in June-July 2018 the author carried out the survey of 20
experts — 8 experts from Latvia and 12 experts from abroad with proper experience in assessment of
EFQM BEM. All persons included in experts’ list are appreciated Latvian and foreign EFQM and
quality management specialists; therefore, their participation is of high value. Thus, for instance,
among Latvian experts in the survey took part Adela Vitkovska, whose personal qualification is
EFQM internal assessor, which means a certification with right to participate in assessment of
EFQM BEM implementation process as full-scale evaluator. Another expert was Vanda
NovokSonova, member of the Board of Eurofortis, a licensed EFQM IAT coach and the assessor of
EQFM Excellence award. One more opinion was provided by Inese DidZe, director of Dobele State
Gymnasium, representative of GOA-Solutions (Expert of EFQM BEM). Latvian experts shared
their experience and exchanged opinion with Andriano Ruchini, a qualified assessor of EQFM
BEM from Italy, Dimitra Bartozoulianou from Greece, who represented EFQM organization and
works at Certification department. The author used rating scale 0-10, where 0 — criterion is not
important for the inclusion in EFQM Model, 10 — criterion must be included in EFQM Model.

Experts’ evaluations regarding the importance of EFQM Model criteria, sub-criteria and
particular aspects in the common EFQM Model are:

e Criterion 1: Leadership (proportion of the criterion in model 10): Arithmetic mean — 9,6;
Mode — 10, Median — 10; Standard deviation — 0,3; Significance of the criterion in the model —

9,7.
—  Sub-criterion 1.a: Leadersdevelop the mission, vision, values and ethics and act as role models
(proportion of the sub-criterion in criterion 15.2). Arithmetic mean — 9,3; Mode — 9,

Median — 10; Standard deviation — 0,5; Significance of the criterion in the model — 9,4.

52



DAUGAVPILS UNIVERSITATES 61. STARPTAUTISKAS ZINATNISKAS KONFERENCES PROCEEDINGS OF
RAKSTU KRAJUMS THE 615" INTERNATIONAL SCIENTIFIC CONFERENCE OF DAUGAVPILS UNIVERSITY

—  Sub-criterion 1.b: Leaders define, monitor, review and drive the improvement of the
organisation’s management system and performance (proportion of the sub-criterion in
criterion 13.5): Arithmetic mean — 8; Mode — 8, Median — 8; Standard deviation — 0,4;
Significance of the criterion in the model — 8,3.

— Sub-criterion 1.c: Management encourages the creation, implementation and
continuous improvement of efficient management system basing on principles of
sustainable development and risk assessment and taking into consideration both short
and long term goals (proportion of the sub-criterion in criterion 14.6): Arithmetic mean
—9,6; Mode — 10, Median — 10; Standard deviation — 0,3; Significance of the criterion
in the model —9,7.

—  Sub-criterion 1.d: Leaders engage with external stakeholders (proportion of the sub-
criterion in criterion 13.8): Arithmetic mean — 8,8; Mode — 9, Median — 9; Standard
deviation — 1,0; Significance of the criterion in the model — 8,5.

— Sub-criterion 1.e: Management sustains the culture of excellence among employees
basing on sustainable development (proportion of the sub-criterion in criterion 15.3):
Arithmetic mean — 9,5; Mode — 9, Median — 9; Standard deviation — 1,6; Significance of
the criterion in the model — 9,5.

— Sub-criterion 1.f: Leaders ensure that the organization is flexible and manage change
effectively (proportion of the sub-criterion in criterion 12.9): Arithmetic mean — 8,3;
Mode — 8, Median — 8; Standard deviation — 1,7; Significance of the criterion in the
model — 8,0.

—  Sub-criterion 1.g: Management identifies the necessary changes to the company and
leads their implementation basing on principles of sustainable development and risk
assessment in long term (proportion of the sub-criterion in criterion 14.6): Arithmetic
mean — 8,3; Mode — 8, Median — 8; Standard deviation — 1,9; Significance of the
criterion in the model —9,0.

e Criterion 2: Strategy (proportion of the criterion in model 9.5): Arithmetic mean — 9; Mode —
9, Median — 10; Standard deviation — 0,1; Significance of the criterion in the model — 9,2.

— Sub-criterion 2.a: Strategy is based on understanding the needs & expectations of both
stakeholders and the external environment (proportion of the sub-criterion in criterion
16.8): Arithmetic mean — 9,3; Mode — 9, Median — 10; Standard deviation — 1,3;
Significance of the criterion in the model — 9,1.

—  Sub-criterion 2.b: Strategy bases on understanding of needs and wishes of the interested
stakeholders and external environmental requirements in terms of sustainable

development as well as on risk assessment (proportion of the sub-criterion in criterion

53



DAUGAVPILS UNIVERSITATES 61. STARPTAUTISKAS ZINATNISKAS KONFERENCES PROCEEDINGS OF
RAKSTU KRAJUMS THE 615" INTERNATIONAL SCIENTIFIC CONFERENCE OF DAUGAVPILS UNIVERSITY

17.3): Arithmetic mean — 9,0; Mode — 8, Median — 9; Standard deviation — 1,2;
Significance of the criterion in the model — 9,4.

— Sub-criterion 2.c: Strategy bases on assessment of current situation and potential
opportunities (proportion of the sub-criterion in criterion 16.2): Arithmetic mean — 8,5;
Mode — 8,5 Median — 9; Standard deviation — 1,4; Significance of the criterion in the
model — 8,8.

— Sub-criterion 2.d: Strategy bases on assessment of current situation and sustainable
development (proportion of the sub-criterion in criterion 15.5): Arithmetic mean — 8;
Mode — 8; Median — 9; Standard deviation — 1,2; Significance of the criterion in the
model — 8,4.

— Sub-criterion 2.e: Strategy and the respective supporting activities are elaborated,
reviewed and updated according to the principles of sustainable development and risk
assessment (proportion of the sub-criterion in criterion 17.7): Arithmetic mean — 9,5;
Mode — 9; Median — 9; Standard deviation — 1,5; Significance of the criterion in the
model — 9,6.

—  Sub-criterion 2.f: Strategy and supporting policies are communicated, implemented and
monitored (proportion of the sub-criterion in criterion 16.6): Arithmetic mean — 8,8;
Mode — 9; Median — 8; Standard deviation — 1,1; Significance of the criterion in the
model — 9,0.

e Criterion 3: People (proportion of the criterion in model 10): Arithmetic mean — 9,5; Mode —
10; Median — 9; Standard deviation — 1,1; Significance of the criterion in the model — 9,7.

—  Sub-criterion 3.a: People plans support the organization’s strategy (proportion of the
sub-criterion in criterion 14.2): Arithmetic mean — 8,3; Mode — 8; Median — 8; Standard
deviation — 1,0; Significance of the criterion in the model - 8,7.

—  Sub-criterion 3.b: Staff employment bases on equal opportunities of the employees, ethic
conducts and sustainable thinking (proportion of the sub-criterion in criterion 14.1):
Arithmetic mean — 8,0; Mode — 8; Median — 8; Standard deviation — 1,8; Significance of
the criterion in the model — 8,6.

—  Sub-criterion 3.c: Inclusion of employees with special needs in work environment
(proportion of the sub-criterion in criterion 12.9): Arithmetic mean — 7,5; Mode — 7;
Median — 7,5; Standard deviation — 0,9; Significance of the criterion in the model — 7,9.

—  Sub-criterion 3.d: People’s knowledge and capabilities are developed (proportion of the
sub-criterion in criterion 14.3): Arithmetic mean — 9,8; Mode — 9; Median — 9; Standard
deviation — 0,7; Significance of the criterion in the model — 8,7.
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Sub-criterion 3.e: People are aligned, involved and empowered (proportion of the sub-
criterion in criterion 13.8): Arithmetic mean — 8,0; Mode — 7; Median — 7,5; Standard
deviation — 1,3; Significance of the criterion in the model — 8,4.

Sub-criterion. 3.f: Efficient employees’ communication system and reduction of the
related risks (proportion of the sub-criterion in criterion 15.7): Arithmetic mean — 9,8;
Mode — 10; Median — 9; Standard deviation — 0,3; Significance of the criterion in the
model — 9,6.

Sub-criterion 3.g: People are rewarded, recognised and cared for (proportion of the
sub-criterion in criterion 14.9): Arithmetic mean — 9,0; Mode — 9; Median — 9; Standard

deviation — 1,0; Significance of the criterion in the model — 9,1.

e Criterion 4: Partnerships & Resources (proportion of the criterion in model 9.5): Arithmetic

mean — 9,0; Mode — 9; Median — 9; Standard deviation — 0,6; Significance of the criterion in the
model — 9,2.

Sub-criterion 4.a: Partners and suppliers are managed for sustainable benefit
(proportion of the sub-criterion in criterion 22.1): Arithmetic mean — 9,8, Mode — 9;
Median — 10; Standard deviation — 0,5; Significance of the criterion in the model —9,7.
Sub-criterion 4.b: Finances are managed to secure sustained success (proportion of the
sub-criterion in criterion 18.5): Arithmetic mean — 8,3; Mode — 8; Median — 8; Standard
deviation — 1,1; Significance of the criterion in the model — 8,1.

Sub-criterion 4.c: Buildings, equipment, materials and natural resources are managed
in a sustainable way (proportion of the sub-criterion in criterion 19.9): Arithmetic mean
—9,0; Mode — 9; Median — 9; Standard deviation — 1,3; Significance of the criterion in
the model —8,7.

Sub-criterion 4.d: Management applies technologies to support the strategy
implementation in long term (proportion of the sub-criterion in criterion 20.1):
Arithmetic mean — 9,0; Mode — 8; Median — 9; Standard deviation — 1,3; Significance of
the criterion in the model — 8,8.

Sub-criterion 4.e: Managed information and knowledge, assessment of the related risks
in order to support the adoption of efficient decisions and increase the competitiveness
of the company both in short and long term (proportion of the sub-criterion in criterion
21.2): Arithmetic mean — 9,0; Mode — 9; Median — 9; Standard deviation — 1,3;

Significance of the criterion in the model - 9,3.
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e Criterion 5: Processes, Products & Services (proportion of the criterion in model 10):

Arithmetic mean — 9,5; Mode — 9; Median — 9,5; Standard deviation — 0,3; Significance of the

criterion in the model —9,7.

Sub-criterion 5.a: Elaboration and management of processes in order to increase their
value according to the needs of interested stakeholders, assessment of possible risks
(proportion of the sub-criterion in criterion 19.5): Arithmetic mean — 8,5; Mode — 9;
Median — 8,5; Standard deviation — 0,6; Significance of the criterion in the model — 8,9.

Sub-criterion 5.b: Development of products and services in order to increase their value
according to the customers’ needs in long term (proportion of the sub-criterion 20.6):
Arithmetic mean — 9,0; Mode — 9; Median — 9; Standard deviation — 1,0; Significance of
the criterion in the model — 9,4.

Sub-criterion 5.c: Products and services are effectively promoted and marketed
(proportion of the sub-criterion in criterion 18.2): Arithmetic mean — 8,5; Mode — 8;
Median — 8,5; Standard deviation — 1,4; Significance of the criterion in the model — 8,3.

Sub-criterion 5.d: Products and services are elaborated, supplied and lead according to
the principles of sustainable development (proportion of the sub-criterion in criterion
20.6): Arithmetic mean — 9,0; Mode — 9; Median — 9; Standard deviation — 1,0;
Significance of the criterion in the model — 9,4.

Sub-criterion 5.e: Company improves relationship with customers basing on principles
of sustainable development (proportion of the sub-criterion in criterion 21.2):
Arithmetic mean — 9,3; Mode — 9; Median — 9; Standard deviation — 0,7; Significance of

the criterion in the model — 9,6.

e Criterion 6: Customer Results (proportion of the sub-criterion in criterion — 10): Arithmetic

mean — 10,0; Mode — 10; Median — 10; Standard deviation — 0,1; Significance of the criterion
in the model — 10.

Sub-criterion 6.a: Perceptions (reputation and image, product and service value,
product and service delivery, customer service, relationship and support, customer
loyalty and engagement) (proportion of the sub-criterion in criterion 53.3): Arithmetic
mean — 9,8; Mode — 9;10; Median — 10; Standard deviation — 0,4; Significance of the
criterion in the model —9,8.

Sub-criterion 6.b: Performance Indicators (product and service delivery, customer
service, relationships and support, complaints handling, involvement of customers and
partners in the design of products, processes, etc.) (proportion of the sub-criterion in
criterion 46.7): Arithmetic mean — 8,8; Mode — 9; Median — 9; Standard deviation — 0,9;

Significance of the criterion in the model - 8,6.
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e Criterion 7: People Results (proportion of the sub-criterion in criterion 10): Arithmetic mean —
10,0; Mode — 10; Median — 10; Standard deviation — 0,1; Significance of the criterion in the
model — 10.

Sub-criterion 7.a: Perceptions (satisfaction, involvement and engagement, motivation
and empowerment, leadership and management, competency and performance
management, training and career development, effective communications, working
conditions (proportion of the sub-criterion in criterion 53.5): Arithmetic mean — 9,8;
Mode — 9; Median — 10; Standard deviation — 0,3; Significance of the criterion in the
model — 9,9.

Sub-criterion 7.b: Performance Indicators (involvement and engagement activities,
competency and performance management activities, leadership performance, training
and career development activities, internal communications (proportion of the sub-
criterion in criterion 46.5): Arithmetic mean — 8,8; Mode — 8;9; Median — 9; Standard

deviation — 0,3; Significance of the criterion in the model — 8,6.

e Criterion 8: Society Results (proportion of the criterion in model 10): Arithmetic mean — 9,5;

Mode — 9; Median — 9,5; Standard deviation — 0,2; Significance of the criterion in the model —

9,7.

Sub-criterion 8.a: Perceptions (image of the organization — as employer, responsiveness
in contacts; performance of organization as a responsible member of the society —
ethical conducts; role of the organization in the life of the local community —
involvement in education and training — support in sports and recreation activities,
accidents and health risks, noises and smells, image regarding the sustainability
assurance (proportion of the sub-criterion in criterion 53.6): Arithmetic mean — 8,8;
Mode — 9; Median — 9; Standard deviation — 0,8; Significance of the criterion in the
model — 9,0.

Sub-criterion 8.b: Efficiency indexes (cooperation with authorities in such issues as
certification, import/export, new products, solutions of environmental problems
(proportion of the sub-criterion in criterion 46.4): Arithmetic mean — 7,5; Mode — 8§;
Median — 8; Standard deviation — 1,1; Significance of the criterion in the model — 7,8.

e Criterion 9: Business Results (proportion of the criterion in model 10): Arithmetic mean —
9,8; Mode — 10; Median — 9,5; Standard deviation — 0,6; Significance of the criterion in the
model - 9,7.

Sub-criterion 9.a: Business Outcomes (financial outcomes, business stakeholder
perceptions, performance against budget, volume of key products or services delivered,

key process outcomes) (proportion of the sub-criterion in criterion 51.6): Arithmetic
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mean — 9,5; Mode — 9; Median — 9; Standard deviation — 0,5; Significance of the
criterion in the model — 9,8.

—  Sub-criterion 9.b: Business Performance Indicators (financial indicators, project costs,
key process performance indicators, partner and supplier performance, technology,
information and knowledge) (proportion of the sub-criterion in criterion 48.4):
Arithmetic mean — 9,3; Mode — 9; Median — 9; Standard deviation — 0,2; Significance of
the criterion in the model — 9,2.

e Criterion 10: External Environment of the Company and Its Impact (proportion of the aspect
in criterion 90): Arithmetic mean — 9,0; Mode — 9; Median — 9; Standard deviation — 0,9;
Significance of the criterion in the model — 9,3.

e Criterion 11: Comprehensive Information Analysis and Risk Assessment (proportion of the
aspect in model 90): Arithmetic mean — 8,5; Mode — 9; Median — 9; Standard deviation — 0,3;
Significance of the criterion in the model — 8,8.

e Criterion 12: Business Excellence (proportion of the aspect in model 100): Arithmetic mean —
9,7; Mode — 10; Median — 9,5; Standard deviation — 0,2; Significance of the criterion in the
model —9,9.

e Criterion 13: Business Sustainability (proportion of the criterion in model 100): Arithmetic
mean — 9,6; Mode — 10; Median — 10; Standard deviation — 0,2; Significance of the criterion in
the model —9,7.

—  Sub-criterion 13.a. Indexes of impact of the projects related to natural, working and
social environment (proportion of the sub-criterion in criterion 100): Arithmetic
mean — 9,5; Mode — 9; Median — 9; Standard deviation — 1,0; Significance of the
criterion in the model — 9,6.

To summarize the opinion of the experts, the author used Google Forms questionnaire aimed
to find out the importance of different criteria, sub-criteria and particular aspects of EFQM BEM
offered by the author in the context of common EFQM model. Basing on evaluations provided the
author elaborated an improved EFQM BEM. The author applied the rating scale from 1 to 10,
where 1 meant that the criterion, sub-criterion or aspect was not qualifying for inclusion in EFQM
Model, but 10 meant that the criterion, sub-criterion or aspect must be included in the Model. In
addition to the importance of criteria and sub-criteria in the common model, the experts had to
assess the “weight” of each of the indicated criteria, sub-criteria and aspects. The author concludes
that in total the importance and “weight” have been assessed similarly due to the experience and
perception of the experts regarding the significance of the criterion, its impact to the
competitiveness or role in excellence of the company. Different personal experience could generate

some particular differences in ratings. At the end of the questionnaire, the experts had the
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opportunity to express their opinion regarding the criteria, sub-criteria and aspects that should be
included in EFQM BEM providing the “weight” of the elements in the Model, respectively. Due to
the fact, that some aspects, such as “Internal and external suppliers”, “Risk assessment” and
“Improvement” scored less than 5 points, the author excluded them from the approbated Model.
The author pointed out that the new EFQM BEM should include such important aspects as the
external environment and its impact on the company, comprehensive information analysis and risk
assessment, and business excellence. Experts participating in the approbation of the model named
all aforementioned criteria important. Thus, the high importance of the improvements suggested by
the author and approved by the experts in the context of common EFQM BEM are proved,

concluding, that these criteria should be included in the Model.

EXTERNAL ENVIRONMENT OF THE COMPANY AND ITS IMPACT
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Figure. 2. Improved EFQM BEM
(created by the author according to the experts’ survey data collected in 2018 (n=20)
and standard 1SO 9001:2015)

Rating scale 1-10, where one — the criterion is not important for the inclusion in EFWM Model, 10 — criterion must be
included in EFQM Model

The author believes that the Model shall keep the conceptually adopted principle of the
existing Model regarding the sequence: approach — results, then training and improvements, but the
implementation mechanism needs changes, including in the model some particular aspects and a
new criterion — “Business sustainability”, which is directly related to business excellence.

Before introduction of the EFQM BEM, the management of the company must assess the
stimulating and impeding factors in order to reduce the possible obstacles to the implementation of
the Model and encourage the competitiveness by maximizing the influence of the stimulating
factors.

59



DAUGAVPILS UNIVERSITATES 61. STARPTAUTISKAS ZINATNISKAS KONFERENCES PROCEEDINGS OF
RAKSTU KRAJUMS THE 615" INTERNATIONAL SCIENTIFIC CONFERENCE OF DAUGAVPILS UNIVERSITY

The aspect of comprehensive information analysis and risk assessment interacts with the
implementation of every criterion since the quality of the decision-making depends on analysis
(interpretation) and scope of available and necessary information in order to define strengths and
weaknesses of the company, change strategy, introduce improvements, reduce possible business
risks etc. Dealing with risks and opportunities is the first step to efficient quality management
system in order to improve the results and prevent negative impacts. The opportunities can emerge
in the situation that is favourable to achieve the expected results, for instance, in circumstances
allowing the organization to attract customers, elaborate new products and services, reduce losses
and improve the productivity. The activities for taking opportunities may include the consideration
of the related risks.

In the result of the interaction of the criteria, the company can achieve a certain level of
excellence, which can be raised periodically after assessment of previous achievements, namely, the
level of compliance with the current criteria, while setting higher goals in order to increase the
competitiveness. The adding of “social” and “ecologic” aspect to the 8th criterion “Social Results”
and “Labour safety” and “Healthcare” to the 6th criterion “Results of Employees” could better
visualize the conditions to be complied with in the framework of sub-criterion.

Conclusions

1. Author’s hypothesis — the improvement of the EFQM BEM to be applied in the quality
assessment process in Latvian companies, including new criteria and integrating them with the
conventional criteria of the model, can give the opportunity to increase the business
competitiveness and drive it towards higher level of excellence — is proved by the data
approbation of the qualitative research carried out by the author.

To responsible persons of European Foundation for Quality Management:

2. In order to reflect in EFQM BEM the topical issues of the contemporary business practice
related to companies’ striving for excellence and according to the improvements of the
approbated Model approved by Latvian and foreign experts, the author suggests to include in
the EFQM BEM such aspects as “External environment and its impact to the company”,
“Comprehensive information analysis and risk assessment”, “Labour safety and healthcare”
as well as a particular criterion “Business Sustainability” (with corresponding sub-criterion
“Assessment of the indexes of the impact from projects related to natural, working and social
environment”). All new criteria have been appreciated by Latvian and foreign experts.

3. In order to comply in due quality with the guidelines of EFQM BEM aimed to achieve short-
and long-term goals, which is important for the implementation of company’s strategy and risk
identification, the sub-criteria of the criterion “Leadership” should be supplemented by the

indication about sustainable development in following wording: The management encourages

60



DAUGAVPILS UNIVERSITATES 61. STARPTAUTISKAS ZINATNISKAS KONFERENCES PROCEEDINGS OF
RAKSTU KRAJUMS THE 615" INTERNATIONAL SCIENTIFIC CONFERENCE OF DAUGAVPILS UNIVERSITY

the creation, implementation and continuous improvement of efficient management system
basing on principles of sustainable development and risk assessment and taking into
consideration both short and long term goals. The management strengthen the culture of
excellence among the employees of the company basing on sustainable development. The
management identifies the necessary changes in the company and leads their implementation
basing on principles of sustainable development and risk assessment in long term.

In order to guarantee the successful the company’s activities in long term in the constantly
changing business environment, the author suggest to amend the sub-criteria of the criteria

2

“Strategy” adding the indication about necessity of sustainable development and risk
assessment in following wordings: Strategy bases on understanding of needs and wishes of the
interested stakeholders and external environmental requirements in terms of sustainable
development as well as on risk assessment. The strategy is based on an assessment of the
current situation and potential opportunities. The strategy is based on an assessment of the
current situation and potential risks of sustainable development. Strategy and supporting
activities are elaborated, reviewed and updated according to the principles of sustainable
development and risk assessment.

In order to improve the human resource issues in long term, reduce the amount of incorrect or
not precise information, the criterion “Human Resources” should include the following ground
sub-criteria with indication on guaranteed equality, sustainable thinking as well as risk
reduction in communication with staff in following wordings: Staff employment bases on equal
opportunities of the employees, ethic conducts and sustainable thinking. Social inclusion of the
employees with special needs in working environment. Ensures efficient employees’
communication system. Reduction of the related risks.

To make the company implement its strategy in long term and reduce possible risks related to
the insufficient knowledge and information for the decision-making, the sub-criteria of the
criterion “Partnerships and Resources” are supplemented with the indication about risk
reduction possibilities in following wordings: Use of technologies aimed to support the
implementation of the strategy in long term. Management of information and knowledge,
assessment of the related risks in order to support an efficient decision-making and increase the
competitiveness of the company in short- and long term.

In order to comply precisely with the needs and wishes of all interests stakeholders as well as in
order to ensure the company’s operations basing on principles of sustainable development, the
sub-criteria of the criterion “Products, Services, Processes” are supplemented with the
indication about risk assessment: Elaborates and leads the processes in order to ensure the

continuously increasing value according to the needs of the stakeholders, assesses the possible
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risks. Develops products and services in order to ensure constantly increasing value according
to the customers’ needs in long term. The products and services are elaborated, supplied and
managed according to the principles of sustainable development. Manages and improves
customer relations basing on principles of sustainable development. The aforementioned will
help to strive to excellence, while taking into consideration the ecology and interests of the
society.

8. In order to strengthen the positive image of the company in the society the sub-criterion of the
criterion “Social Results” is supplemented with the indication on image in the context of
sustainability, making long-term contributions.

9. To ensure stronger visual impression regarding the dual meaning in the criteria “Employees’
Results” and “Social Results” in the graphic image of EFQM Model, the emphasis is put on
labour safety and healthcare in “Employees’ Results” and ecological and social importance in
“Social Results”. These specifications will provide clearer vision to the users regarding the

issues included in the sub-criteria.
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Abstract

Service quality in the public sector of Latvia
Key words: service quality, SERVQUAL, customers expectations, public sector
Introduction:. The service industry plays an increasingly important role in the economy of many countries. On
average, each eleventh Latvian resident (8.8%) works in the public sector — for state institutions or institutions of local
government, for capital societies owned by above mentioned institutions, or in other institutions related to the State, or
to local governments. Aim: The aims of the study was to characterize the concept of service quality and assessment
methods; collecting foreign experience in evaluating of service quality; practically check the method in Latvian state
institutions; analyze the results of the examination and draw conclusions about the possibilities of using the method.
Matherial and methods: The SERVQUAL instrument was adopted to measure the quality of customer service as it
demonstrated the “gap” between the customers’ expectations and the perceptions. The Statistical Package for the Social
Sciences version 22.0 was employed to analyze the data. Results: The research was based on a selection of customers
of public services, 300 people in total in Latvian regions, in 2017-2018. The research was carried out at the state
institutions of Latvia regions which provide services of social assistance, services of employment promotion; implement
the state policy of environment protection; provide services of legal assistance. Conclusion: The study tried to present
the findings of assessing the expectations and perceptions of service quality for customers in a public service context in
Latvia. The service quality gaps indicated that the public service department was failing to meet the expectations of
their customers. The results of this analysis provide evidence that service provider gaps must be reduced. An important
step in minimizing service provider gaps is regularly measure customer expectations and communicate these
expectations.

Kopsavilkums

Pakalpojumu kvalitate Latvijas valsts sektora iestades
Atslegvardi: pakalpojumu kvalitate, SERVQUAL, klientu vélmes, publiskais sektors
Pakalpojumu nozarei ir arvien lielaka nozime daudzu valstu ekonomika. Vidgji katrs vienpadsmitais Latvijas iedzivotajs
(8,8%) strada publiskaja sektora — valsts iestadés vai paSvaldibu institlicijas, kapitala sabiedribas, vai citas iestades, kas
saistitas ar valsti, vai paSvaldibam. P&tjjuma mérkis bija raksturot pakalpojumu kvalitates un novérté$anas metodes;
arvalstu pieredzes apkoposSana pakalpojumu kvalitates novértéSana; metodes pilnveidoSana un praktiska parbaude
Latvijas valsts iestad€s; parbaudes rezultatu analize un secindjumu izdariSana par metodes izmanto$anas iesp&jam.
SERVQUAL instruments tika izmantots, lai novértétu klientu apkalposanas kvalitati, jo tas parada starpibu starp klientu
velmém un uztveri. Datu analizei tika izmantota Socialo zinatnu statistiska pakete 22.0. Petfjums balstijas uz
sabiedrisko pakalpojumu klientu izvéli, kopuma 300 respondentiem Latvijas regionos, laika perioda no 2017. lidz 2018.
gadam. Pétijums tika veikts Latvijas regionu valsts institiicijas, kas sniedz socialas palidzibas pakalpojumus,
nodarbinatibas veicinasanas pakalpojumus; isteno valsts vides aizsardzibas politiku; sniedz juridiskas palidzibas
pakalpojumus. P&tijuma méginats analiz&t rezultatus, kas iegliti, novertjot klientu gaidas un uztverto pakalpojumu
kvalitati un pakalpojumu kvalitates prognozes sabiedrisko pakalpojumu konteksta Latvija. Pakalpojumu kvalitates
nepilnibas liecina, ka valsts iestazu sniegto pakalpojumu kvalitate nesp&j apmierinat klientu ceribas. Sis analizes
rezultati liecina, ka jasamazina sniegto pakalpojumu nepilnibas. Svarigs solis, lai samazinatu pakalpojumu sniedzgju
nepilnibas, ir regulari mérit klientu vélmes un informét par tam pakalpojumu sniedz&ju.

Introduction

The operational efficiency of a company or an institution, as well as the possibility to increase
it is an actual management problem. Currently, these problems become even more significant due to
intensified competition between producers, as well as consumers and customers propose increased
requirements to quality and price of the product or service.

The efficiency of an organization is determined by the degree to which organization achieves
desired objective and carry out its functions, compared with the consumption of resources. The
objectives of activity are particularly important for development of a company. They are determined

taking into account the chosen strategy, and are a key motivating factor.
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Any company establishes qualitative objectives of activity — standards, due to which the
organization’s growth can be measured, as well as targets with achieved results compared.

The standards include specific quality criteria or indicators according to which is possible to
judge on the compliance of the activities with the set objectives.

The indicator systems are quantitative and qualitative indicators or groups of indicators which
are obtained and interpreted by certain methodologies, and allow to evaluate the current situation, to
make comparisons, to create forecasts and to set up strategic management decisions.

For evaluation of organization’s activities, the indicator systems are used not only because of
the fact that they allow you to set up short-term financial indicators, but also for the reason that they
determine the value of intangible components. There is impossible to evaluate financially the
quality of service or customer loyalty.

What is the system after all? It is totality of elements that performs certain functions in mutual
interaction and / or reaches certain goals. By objective considerations, there are no systems in
nature. The human, trying to study the regularities of the Universe, creates models that combine
some reality elements in a system. So, the system is defined by the researcher itself. The researcher
looks at it, makes investigations, analyses, summarizes the observations, as well as tries to control
the system.

In the same way, the main principle in the management when establishing a system is as
follow — a leader itself has to be a part of the system. The management functions are distributed
over its entire architectonics pattern in any system. The management cannot be separated from the
system, furthermore, the management improves jointly with the system growth and development,
and this process is mutual.

The organization is a complex, opened socially-technical system, which works according to
the laws of systemic approach. However, there is necessary to take into account that the people are
main elements of any organization. Therefore, the organization should become an intelligent
teaching system that is able to determine criteria or indicators of its sustainable, efficient activity, as
well as goals and directions of development.

Which are actually the main systems developed in the modern management theory able to
evaluate the quality and efficiency of the organization’s activity? We will try to examine those.

C.F. McNair, Richard L. Lunch, Kelvin F. Cross. Efficiency Pyramid. (C.F. McNair, Richard
L. Lunch, Kelvin F. Cross, 1990) The authors presented in 1990 a method called the Efficiency
Pyramid. The main concept of this method is the connection of customer-oriented corporate strategy
with the financial indicators that are supplemented with the main quality (non-financial) indicators.

The management information shall come only from the top level of senior management. The
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efficiency pyramid is built using the evaluation of principles of quality management, book-keeping,
industrial technologies and customer service.

Robert and David S. Kaplan P. Norton Balanced System of Indicators — the Balanced
Scorecard. (Robert S. Kaplan, David P. Norton, 1992). This system came into existence
implementing the research projects in 12 companies. It consists of financial and non-financial
indicators.

In the classical model, the balanced system of indicators examines the company’s operation
according to 4 criteria: finances, relationships with customers, internal business processes, staff
training and development. The company can choose for itself the priority indicators or to increase
the number of indicators, by including, for example, innovations and service. Short-term indicators
are balanced with long-term indicators. The external indicators — finances, as well as the
relationships with customers are balanced by the internal ones — internal business processes and
staff training. The system includes both objective evaluation — finances, and subjective assessment
— satisfaction of customers and staff. In connection with the company’s strategy, and in order to
evaluate the performance in accordance with above four criteria, 5-6 indicators are chosen for each
of those criteria. However, this system has gained popularity because of the fact that the strategic
objectives and indicators that determine their fulfilment are mutually linked in a chain of causal
relationships and form so-called strategic maps. Scientists recommended to name as “strategic
maps” relationships of cause and consequences between individual elements of the organization’s
strategy.

L.S. Maisel Balanced System of Indicators — the Balanced Scorecard (S. Maisel Lawrence,
1992). It has the same title as R.S. Kaplan — D.P. Norton model. L.S. Maisel defines also four
criteria according to which the company should be assessed. Instead of the staff training and
development, the scientist proposes to evaluate the growth and development of human resources.
Within this system, innovations as well as education and training, product development,
competence and corporate culture are evaluated. Differences between this model and R.S. Kaplan —
D.P. Norton model are insignificant. More attention is paid to the assessment of competencies and
contribution of the staff.

Christopher Adams and Peter Roberts model (Christopher Adams, Peter Roberts, 1993). The
authors proposed a model which was named EP2M-Effective Progress and Performance
Measurement.

In this model, the most important during assessment is considered that what the company
performs:

— In customer service and implementation of market demands;

— in improvement of internal business processes (efficiency, profitability);
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— in change management and strategic management;
— in property management and behaviour freedom;
The objective of the system is not only to make changes in the company, but also to develop
that sort of corporate culture when changes would become a regular phenomenon.
Hubert K. Rampersad. Total Performance Scorecard (Hubert K. Rampersad, 2005).
Based on R.S. Kaplan — D.P. Norton model, H.K. Rampersad (Hubert K. Rampersad, 2005)
has developed its universal system of indicators.
The universal indicator system consists of five main elements:
Balanced system of personal indicators;
Balanced system of organization’s indicators;
Total Quality Management;
Change Management and Competence-Based Management;

o > w0 N e

D. Kolb’s learning cycle;

The system of R.S. Kaplan — D.P. Norton (Robert S. Kaplan, David P. Norton, 1992) is used
only as one of the elements. The personal balanced system of indicators includes such indicators as
personal mission, vision, roles, goals, factors of success, effective indicators, and opportunities for
improvement of the performance.

The Organization’s balanced system of indicators includes following indicators: the
organizational mission, vision, basic values, fortune factors, goals, performance indicators and
actions aimed to improve the organization’s activities.

The Total Quality Management is the management of an organization through quality. In
order to improve the organization’s activities, quality of outgoing product, as well as quality of
internal processes and quality of personnel are continuously monitored and improved.

The Change Management is a process consisting of a number of stages: awareness of need for
changes, creation of change vision, preparation of the ways of change implementation,
implementation of changes, integration of changes. All these processes are also being evaluated.

The Competence-Based Management is also a special process in the organization which
includes:

— competence identification for successful strategic development of organization;

—  formation of competence profiles for various levels of staff;

— competence model of organization level, according to the organization’s goals and objectives,

— planning of staff training and development in accordance with the competence model of
organization. The evaluation of these processes has also been included in the H. Rampersad’s

system.
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D. Kolb’s learning cycle model, according to Rampersad, has to be used in organizations to
carry out personnel training. This model includes the learning cycle where “immediate and
particular experience” is the basis for “observations and reflections” (Kolb’s cycle can be
sometimes started with other cycles, such as mental observation or theory). These concepts of
“observation and reflection” are assimilated and transformed into “abstract terms” providing a new
meaning to the activities that can be as the “active test”, which in turn creates new experience.
Commenting this process, it should be noted that such learning system may be used only if it causes
no risk to the business, namely to the customer service.

In general, we can say about H. Rampersad system that it can be used as an alternative to R.S.
Kaplan — D.P. Norton system. But, it is much more complicated, broader, more expensive and
therefore more difficult to implement. However, if the company requires a very fine analysis of the
entire processes, H. Rampersad system is excellent.

There are systems developed in the modern management theory that combine different quality
assessment models. These systems have resulted from the economic analysis methods due to their
improvement and development, as well as by changing the social-economic situation. The changes
have taken place in the direction of customer-oriented strategy, quality management, as well as
human resource management.

Discussion

Nowadays, when rendering services in the private sector, it is self-evident the compliance
with main principles of rendering of certain services and servicing of customers, ensuring the
subordination of internal processes of institution in accordance with rendered services and customer
needs. It includes both notification of clients about services to be rendered and the way of their
receiving, and servicing of customers in manner and form convenient for them (personally, by
telephone, using the Internet).

Service is a consumer order fulfilled for remuneration or for nothing within an economical or
professional activity of a person, or fulfilment of a such contract concluded with a consumer,
according to which a certain thing/ article is rented out, a new thing/article is manufactured, existing
thing/ article or its characteristics are improved or modified, or a work is performed, or an
immaterialized work result is gained.

Quality is totality of properties and characteristics of goods and services which determines
their ability to meet certain or foreseeable needs. The simplest definition of quality states that the
quality is a compliance with requirements (Crosby 1995). The understanding of the concept of
“quality” is not unequivocal; each person perceives and characterizes it differently, by evaluating it

subjectively. After analysing the definitions of various authors, one can be concluded that the
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definitions of J.M. Juran (Juran 1988), F. Crosby, which include references to certain requirements,
their execution and evaluation of execution, are most relevant to the essence of this study.

The International Standards Organization (ISO) defines the quality as follows: attributive
characteristic of an object or item that determines its ability to conform with the defined and
expected needs-standards.

Operation of any service is focused on the satisfaction of customer’s needs. To understand the
mechanism of the service area, the study of needs is necessary. The need is considered as “lack,
necessity to get something that an individual does not possess”.

The usage in the public administration of operating principles approbated in the private sector
and being customer and service-oriented, is at the moment one of the actual issues of modernization
of the public administration both in the world and in Latvia. It is related both to the improvement of
the services quality and its accessibility to customers, and with significant changes of the model of
operation of the public institutions making the public administration more transparent and more
efficient.

Implementation of service and customer-oriented operating principles in the public
administration is a part of the so-called new philosophy of public management, which envisages the
usage in public administration of management methods approbated in the private sector — focusing
on results, efficiency, delegation of responsibility and operation in conditions of competition.
Initially, the term was introduced in Great Britain in the 1990s with the purpose to describe the
usage of private management models in the public sector. Great Britain was the first country that
had already started in the 1990s progress to the reforms of the public service introducing standards
of customer service in the public sector (CAN, 2013).

On average, each eleventh Latvian resident (8.8%) works in the public sector — for state
institutions or institutions of local government, for capital societies owned by above mentioned
institutions, or in other institutions related to the State, or to local governments. Taking into account
the total amount of employed population, the general governmental sector is employed by one-fifth
of working-age and able to work persons. Although in absolute figures, the number of persons,
employed in general governmental sector of Latvia, has been significantly decreased, proportion of
the decline is not so remarkable due to emigration affects — from 9.6% in 2008 to 8.8% in the 2nd
quarter of 2016. In comparison with other countries of the European Union, the number of persons
employed in general governmental sector in Latvia does not exceed the average ratio of the
European Union. In Finland, for example, it comes to 8.2% (The State Chancellery, 2016). In
Latvia, single improvement policy of the public service has not been approved up to now; the same
is also related to the non-definition of the concept of public service, as well as to the duties of

institutions in connection with rendering of services. However, a number of positive examples are
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also to be mentioned in connection with the organization of rendering of services according to the
best practice. For assessment of operation of the state institutions in Latvia, a model is necessary,
which would allow to determine in due time whether the operation of the institution is sufficient
qualitative when servicing customers.

In the 1990s, a number of attempts has been implemented in the world to develop a model
using which the dissatisfaction of customers with the service would be measured. Let’s look at
them.

The method SERVQUAL has been developed by Parasuraman, Zeithaml and Berry
(Parasuraman et al, 1988;. 1991; 1993; 1994). The quality of service is assessed by calculating the
difference between the quality what a customer expects and what it really perceives when facing
service. SERVQUAL (Parasuraman et all, 1988) is structured in two parts. The first and the second
part contains 22 questions each, and questions are designed to evaluate customers’ expectations and
the quality really perceived during servicing. The assessment of service quality is obtained by
comparing the values of customer expectations and perceived quality. Cronin and Taylor (1992)
have proposed the method SERVPERF (Cronin andTaylor, 1994). Its main characteristic mark is
that SERFPERF is focused on the evaluation of the service quality perceived by a customer.
According to Cronin and Taylor, this version gives better results than SERVQUAL and reduces the
number of inquiries to service users. Schvaneveldt (1991) evaluated the service quality from two
points of view in his questionnaire. The first direction was to show the dimension of perceived
quality and the other one — to show the customer’s feelings — satisfaction or dissatisfaction. In order
to display importance of customer’s expectations better, Teas (1993) proposed the usage of the NQ
model (Normed Quality). Expectations of a customer have been interpreted in two different ways:
at the ideal level, providing the highest score of each attribute, or at the implementing level by
examining actual circumstances under which the service may be provided.

In addition to these methods, various other methods of calculation of Customer Satisfaction
Index (CSI) are practised on a large scale. The basic method which interpretations are used in
Europe, was developed at Stockholm School of Economics. This parameter is calculated, based on
the method of personal interviews, and is used as one of the parameters of the long-term
profitability of a company and allows recognizing backgrounds and factors of satisfaction and
loyalty of a customer. The European Customer Satisfaction Index (ECSI). ECSI is another variation
of the polling model. Customers’ expectations, company’s image, perceived quality, perceived
value, customers’ satisfaction and customers’ loyalty are modelled similar to the SERVQUAL and
the Swedish Customer Satisfaction Index (SCSI).

Public services are a “tangible” result of the activities of institutions of state administration or

self-governments, which becomes apparent as ensuring certain benefits to its customers — to the
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public/ society. Traditional guidelines for administrative reforms in various countries are following:

1) improvement of services quality (including public services); 2) economical profitableness of

public sector (reduction of state functions and of costs per one unit of rendered services);

3) strengthening the discipline of execution (by ensuring implementation of decisions, plans).

According to the opinion of the American expert in the field of public administration D. Kettl

(Kettl, 2000), it is possible to distinguished five strategies in the process of today’s administrative

reforms:

1. Effectiveness. The state institutions have to look for the possibility how to increase the number
of renderied services with the existing or lower costs.

2. Marketing. All activities are based on one strategy — replacement of traditional bureaucratic/
departmentalism management and control mechanisms by market mechanisms.

3. Orientation to rendering of services. Development of customer-oriented systems of rendering of
services. This strategy has been widely used in Singapore.

4. Decentralization. In many countries, the administrative reform comprises implementation of
national programmes on the lower — local self-government levels. On the local government
levels, customer service centres are being established which will ensure the opportunity for the
inhabitants to receive services of different institutions in one place. This strategy was started to
implement in Canada, Georgia.

5. Responsibility for the results. Contracts of public services are being designed, which include
the key mission, directions of activities, listing of achievable goals and resultative parametres
for each public institution, as well as the responsible persons are being defined. Predominantly,
this strategy was used in Great Britain.

Above mentioned approaches to the state administrative reform and to the change of its
mechanisms of activities are related to the new conception of public management (New Public
Management). This conception prescribes the use of management methods in the public
administration, which are approbated in the private sector: implementation of customer-oriented
services; orientation on results, efficiency; delegation of responsibilities; activities in the
competitive circumstances.

There by, we can speak about the change of paradigm of public administration itself. There is
a transition from the idea of “citizens for the country” to the idea of “the country for citizens” in
progress. The transition to the customer-oriented activity in the public administration also means the
appearance of new goals and functions. The new functions are following:

1. Marketing function — segmentation of the market of public services; finding out the consumers’
needs; assessment of the necessity of certain kinds of services;

2. Planning function — includes both strategic and financial planning;
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3. Quality control function — monitoring of service quality by assessing the quality of rendered
services, satisfaction of customers and availability of services. (Illactutko A.E., 2004)

The conception on the perfection of the public service system, approved by the Cabinet of
Ministers of Latvia on 19 February 2013, was the basis for the draft law on public services, which
was discussed at the sitting of the Cabinet of Ministers of Latvia in January 2014.

As the negative demographic and migration trends continue, and there is a risk that the
population of Latvia could be reduced by another 20% in the next 15 years (until 2030), the issues
regarding the maintenance of public individual services in less populated areas will remain topical.
Until 2030, a small decrease in the number of school-age children (by 4%) is forecasted, while the
proportion of the elderly people will increase from present-days 19% to 25% in 2030, which will
enlarge the demographic load. A certain part of the public individual services will preserve its
necessity or will become even more significant (non-formal education, social and health care).

The final report for 2015 of the study “Assessment of variety of the public individual services
according to the distribution of population” (VARAM, 2015) includes the following key
conclusions:

In order to optimize the costs of the public individual services — educational, cultural, social
and health services, they must be concentrated in nine cities of republican subordination and in 21
towns, which are defined as development centres of regional significance. No more than 30
development centres are actually functioning in Latvia, so, it would be also important to reorganise
the administrative division according to this reality in the very near future.

In accordance with the Action Plan for 2014-2020 of the basic guidelines for the development
of the state administration policy, the VARAM (Ministry for Environment Protection and Regional
Development) had received the task, by consulting with local self-governments, to determine the
groups of administrative territories in the state around the development centres of regional and
national significance until 31 December 2016, within the framework of which the self-governments
may voluntarily join together or cooperate (LR MK, 2014). At the same time, Clause 38 of the
Declaration of the Action Plan of the Government on the implementation of the planned activities
of the Cabinet of Ministers led by Maris Kucinskis had envisaged to define territories for self-
governmental cooperation. In order to implement the statements of these plans, as well as in
accordance with the above-mentioned informative reports, basic guidelines examined at the Cabinet
of Ministers, and based on the results of related studies, the VARAM has developed a project for
the creation of 29 cooperation territories, by forming cooperation areas around the centres of
regional and national significance, and started consultations with the involved institutions and local

self-governments in the second half of 2016.
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The legislation of the Republic of Latvia does not clearly define the quality of public services.
On the other hand, there are several approaches in the management science, how the authors define
and evaluate the quality of service.

The service is a useful form of human activities that does not create material value or
independent material products. The concept of public services is characterized by the following
elements: 1) the rendered services are of social significance; 2) they have an unlimited number of
customers; 3) they are provided either by the state or by local self-government institutions or by
other state structures; 4) they are based on the state property.

Results

The practical part of the research summarizes the data collected for practical inspection of the
above mentioned model of the quality assessment — SERVQUAL (Parasuraman et al. 1985).

The purpose of this research was to test the suitability of the SERVQUAL method for
assessment of service quality, to understand its compliance with Latvian conditions. For data
collection and verification, an anonymous gquestionnaire was used.

The research was based on a selection of customers of public services, 300 people in total in
Latvian regions, in 2017-2018. The research was carried out at the state institutions of Latvia
regions which provide services of social assistance, services of employment promotion; implement
the state policy of environment protection; provide services of legal assistance. The satisfaction of
the customers of institutions and the quality of the rendered services were assessed.

Data for research was collected at the time and place convenient to the respondents. The
content and purpose of the survey was introduced to the respondents. Confidentiality and anonymity
of respondents was ensured regarding provided information. Essential ethical, legal principals were
taken into account during research to ensure that the personal rights of research participants were
not violated. A questionnaire according to the pattern of sources of scientific literature was prepared
for testing the method.

The questionnaire of the SERVQUAL method consisted of two parts. Eeach part of the
questionnaire contained 22 statements about the service quality, which formed according to the
distribution a set of criteria with 5 dimensions. A customer had to evaluate each statement in
accordance with the 5-point scale.

Part A — displayed the expectations of the customer regarding to the service quality as well as
the importance of various quality criteria for the customer.

Part B — displayed the assessment of servicing received by the customer;

The object to be assessed in both parts of the questionnaire was the services quality as the set
of five quality dimensions, consisting of 22 criteria, where:

Dimension 1 —  Set of material benefits (appearance and physical components);
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Dimension 2 —
Dimension 3 —
Dimension 4 —

Dimension 5 —

Statistical software package “SPSS 22.0.0 for Windows” was used for data analysis.
The results of the research made in 2017-2018 are analyzed below. Their statistical analysis
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Safety (trustfulness/ confidence, accurate execution);

Responsiveness (diligence and helpfulness);

Competence (attention, reliability);

Empathy (convenient receipt of service,

customers’ understanding).

has disclosed the following results.

The average customer expectations assessment value has got 4.47. The average service

performance assessment value has got 3.98.
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Figure 1. The average customer expectations value (in points)
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Figure 2. The average customer perceptions value (in points)

Calculating the difference between the performance of the service received by the customer
and the average values of the customer’s expected quality, we obtain an average quality that is
negative in all quality dimensions. Less negative evaluation of quality is only in the dimension of

material benefits and the dimension of empathy.

Unweighted SERVQUAL score
Gap Score P-E
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Figure 3. The average quality of public services in Latvia in 2017-2018 (in points)
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Analyzing the results by the state institutions surveyed, the most positive assessment of the
quality of services provided is the DRVP. The most negative evaluation was the quality of services
provided by SEA, SSIA, SRS.
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Figure 4. Evaluation of Quality of Public Services depending on investigated state institutions
Analyzing the results of the service quality assessment according to the surveyed clients’
place of residence, it can be concluded that the quality of services was evaluated less favorably by

Latgale residents. In the other analyzed regions and Riga, the quality of services was assessed

equally negatively.
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Figure 5. Evaluation of Quality of Public Services depending on their living location

In different age groups, the quality of services was most negatively assessed by retirement age

clients.
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Figure 6. Evaluation of Quality of Public Services depending on their age

Less negatively rated the quality of service by men. Women had less negative evaluation of

the quality of material benefits.
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Figure 7. Evaluation of Quality of Public Services depending on their gender
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Figure 8. Evaluation of Quality of Public Services depending on their education levels

Analyzing survey results according to respondents’ education level, shows that the most

negatively rated service quality by customers with medium professional education.
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Figure 9. Evaluation of Quality of Public Services depending on their employment

When evaluating the results of the survey according to the employment of the respondents, it
has to be concluded that the most negative evaluation of the service quality was provided by

clients-pensioners.
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Figure 10. Comparison of public service quality assessment for employees and customers
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Comparing the views of customers and employees on the quality of service, we have to

conclude that the customers have evaluated it more negatively.

But it should be mentioned that the employees of the institutions themselves evaluated the

quality of service in other public institutions negatively.

Table 1. Gaps between Perceptions and Expectations (P-E) for Customers

Dimension Expectations (E) Perceptions (P) P-E Wilkinson criterion
Average SN Average SN Average Z NL
g1 4,2021 ,97226 4,0925 ,90151 -,1096 -1,634° ,102
g2 4,2637 1,06280 3,9692 ,94291 -,2945 -3,638" ,000
g3 3,8253 1,33173 3,9144 1,03688 ,0890 -1,011° ,312
g 4 4,3390 ,99386 3,8185 1,06067 -,5205 -6,657" ,000
g5 4,5890 ,78798 4,0377 ,93534 -,6514 -7,689° ,000
g_6 4,8527 ,40046 3,9760 1,01675 -,8767 -10,881° ,000
g7 4,7808 ,56219 4,0959 1,02430 -,6849 -8,844° ,000
g8 4,6644 ,72061 4,0787 0,9253 -0,5856 -8,610° ,000
g9 4,7637 ,54582 4,1199 ,93941 -,6438 -9,379° ,000
g_10 4,5959 ,69439 4,1747 ,91961 -,4212 -6,449° ,000
g 11 4,5548 ,79975 3,9692 1,07250 -,5856 -7,243° ,000
g 12 4,7603 ,52830 4,0445 1,02615 -,7158 -9,180° ,000
g 13 4,8836 ,34202 4,1027 ,99296 -,7808 -10,408" ,000
g 14 4,5856 0,7006 4,0034 1,01365 -0,5821 -7,890° ,000
g_15 4,5308 0,7338 3,9486 1,03915 -0,5821 -7,929° ,000
g_16 4,7055 ,59399 4,3082 ,87000 -,3973 -6,620" ,000
g_17 4,3082 ,83370 3,7979 1,12314 -,6103 -6,426° ,000
g 18 4,1610 ,94421 3,8014 1,00254 -,3596 -4,907° ,000
g_19 3,9897 1,08879 3,5205 1,26935 -,4692 -5,017° ,000
g_20 4,0719 1,00084 3,6438 1,11682 -,4281 -5,035° ,000
g 21 4,5479 ,68446 4,0925 ,90532 -,4555 -7,282° ,000
g_22 4,4110 ,81372 4,1815 ,85631 -,2295 -3,257° ,001
Material benefits 4,1575 ,78676 3,9486 ,81197 -,2089 -4,265° ,000
Safety 4,7301 ,38070 4,0616 0,8187 -,6685 -11,234 ,000
Responsiveness 4,6986 ,43909 4,0728 ,87788 -,6259 -10,265° ,000
Competence 45325 0,5563 4,0146 ,90294 -0,5179 -8,685" ,000
Empathy 4,2363 ,66357 3,8479 ,82614 -,3884 -7,063" ,000
'Z”ZT(;’ta' 44721 | 04200 | 39859 |  07722| -04861| -10,267" 000
Conclusions

During the study, it was found that it is not possible to use the SERVQUAL method without

applying it to the circumstances of each state and institution under investigation. The study tried to

present the findings of assessing the expectations and perceptions of service quality for customers in

a public service context in Latvia. The service quality gaps indicated that the public service

department was failing to meet the expectations of their customers. The results of this analysis

provide evidence that service provider gaps must be reduced. An important step in minimizing

service provider gaps is regularly measure customer expectations and communicate these

expectations. Quality assessment of services provided by public authorities and regular evaluation

of their — monitoring should become an integral part of public administration.

79



DAUGAVPILS UNIVERSITATES 61. STARPTAUTISKAS ZINATNISKAS KONFERENCES PROCEEDINGS OF
RAKSTU KRAJUMS THE 615" INTERNATIONAL SCIENTIFIC CONFERENCE OF DAUGAVPILS UNIVERSITY

References

Administrativi teritorialas reformas likums. Latvijas Republikas likums. Piepemts 21.10.1998.
[stajas  speka 13.11.1998.],  zaudgjis  spe€ku  31.12.2008.  Pieejams  tieSsaistg:
http://m.likumi.lv/doc.php?id=51528

Babakus E., Mangold W.G. 1992. Adapting the SERVQUAL Scale to Hospital Services:
Anempirical investigation. Health Services Research, 26(6), 1992.

Bakar C., Akgiin S.H., Al Assaf A.F. 2008. The role of expectations in patient assessments of
hospital care: An example from a university hospital network, Turkey. International Journal of
Health Care Quality Assurance, 21(4), 2008.

Cronin, J.J. and Taylor S.A. (1992). “Mecasuring service quality: a reexamination and extension”,
Journal of Marketing, Vol. 56.

Cronin, J.J. and Taylor, S.A. (1994). “SERVPERF versus SERVQUAL.: reconciling performance
based and perceptions-minus-expectations measurement of service quality”, Journal of Marketing,
Vol. 58, January.

Crosby P. 1995. Quality without Tears. New York: MCGraw-Hill.

Donnelly M., Kerr N.J., Rimmer R., Shiu E.M. 2006. Assessing the Quality of Police Services
Using SERVQUAL. Policing: An International Journal of Police Strategies & Management, 29(1),
2006.

Galloway L. 1998. Quality Perceptions of Internal and External Customers: A case study
ineducational administration. The TQM Magazine, 10(1), 1998.

Eiropas Sociala fonda projekts Nr. 1DP/1.5.1.2.0/08/IPIA/SIF/002 “Publisko pakalpojumu sisteémas
pilnveidosana”. Metodiska rokasgramata par pakalpojumu sniegSanas un kvalitates jautadjumiem.
Riga, VARAM, 2013.

Juran J. 1988. Juran on Planning for Quality. New York: Free Press.

Kangis P., Passa V. 1997. Awareness of Service Charges and Its Influence on Customer
Expectations and Perceptions of Quality in Banking. Journal of Services Marketing, 11 (2), 1997.
Katelo 1. 2016. Perfomance Evaluation Indicators Systems. // Proceedings of the 58th International
Scientific Conference of Daugavpils University. Part B “Social Sciences”. Daugavpils: 2016., ISBN
978-9984-14-779-6, ISSN 2500-9869.

Katelo 1. 2017. Methods of Service Quality Evaluation. // Proceedings of the 59th International
Scientific Conference of Daugavpils University. Part B “Social Sciences”. Daugavpils: 2017., ISBN
978-9984-14-833-5, ISSN 2500-9842, ISSN 2500-9869.

Katelo I. 2018, The evaluation of the quality of public services. Proceedings of the 60th
international scientific conference of Daugavpils University. Part B “Social Sciences”. Daugavpils,
Daugavpils Universitate, 2018., ISBN 978-9984-14-864-9, ISSN 2500-9842, ISSN 2500-9869.
Kettl D. F. 2000. The Global Public Management Revolution. A report on the transformation of
governance. Washington: Brookings Institution Press.

Luk, Sherriff Ting-Kwong. 1997. An examination of the role of marketing culture in service
quality. International Journal of Contemporary Hospitality Management, vol. 9(1), May, 1997.

LVS EN ISO 9000:2007. Kvalitates parvaldibas sist€mas. Pamatprincipi un terminu vardnica
(Quality management systems. Terminology and vocabulary (ISO 9000: 2005).

Parasuraman A., Zeithaml V.A., Berry, L.L. 1985. A Conceptual Model of Service Quality and Its
Implications for Future Research. The Journal of Marketing, VVol. 49, No. 4, 1985.

Parasuraman A., Zeithaml V.A., Berry, L.L. 1988. SERVQUAL: A multiple-item scale for
measuring consumer perception of service quality. Journal of Retailing, 64(1), 1988.

Parasuraman A., Zeithaml V.A., Berry L.L. 1994. Reassessment of Expectations as a Comparison
Standard in Measuring Service Quality: Implications for future research. Journal of Marketing,
58(1), 1994.

Par Valsts parvaldes politikas attistibas pamatnostadném 2014.—2020. gadam. Ministru kabineta
30.12.2014. rikojums Nr. 827 (prot. Nr. 69 47.§). Pieejams tieSsaisté: http://likumi.lv/doc.
php?id=271384

80


http://m.likumi.lv/doc.php?id=51528
http://likumi.lv/doc.php?id=271384
http://likumi.lv/doc.php?id=271384

DAUGAVPILS UNIVERSITATES 61. STARPTAUTISKAS ZINATNISKAS KONFERENCES PROCEEDINGS OF
RAKSTU KRAJUMS THE 615" INTERNATIONAL SCIENTIFIC CONFERENCE OF DAUGAVPILS UNIVERSITY

Priekslikumi diskusijai par valsts parvaldes reformam, Valsts kanceleja, Riga, 2016.

Regionalas attistibas likums. Latvijas Republikas likums. LR Saeima, 21.03.2002. [stajas speka
23.04.2002.]. Pieejams tieSsaiste: https://likumi.lv/doc.php?id=61002

Schvaneveldt, S.J., Enkawa, T. and Miyakawa, M. (1991), “Consumer evaluation perspectives of
service quality: evaluation factors and two-way model of quality”, Total Quality Management,
Vol. 2 No. 2.

Teas, R.K. 1993, “Expectations, performance, evaluation, and consumers’ perceptions of quality”,
Journal of Marketing, Vol. 57, July.

Teas, R.K. 1994, “Expectations as a comparison standard in measurement of service quality: an
assessment of a reassessment”, Journal of Marketing, Vol. 58, January.

VARAM. 2013. Metodiska rokasgramata par pakalpojumu sniegsanas un kvalitates jautajumiem.
Riga.

VARAM. 2015. Izveért§jums “Publisko individualo pakalpojumu klasta izvert€jums atbilstosi
apdzivojumam”. P&tfjuma izvert&jums, izstradats Norvégijas finanSu instrumenta lidzfinanséta
projekta Nr. 4.3.-24/NFI/INP-002 “Latvijas planoSanas regionu un vietéjo pasvaldibu teritorialas
attistibas planoSanas kapacitates palielinasana un attistibas planoSanas dokumentu izstradasana”
ietvaros. Riga.

lactutko A.E. 2004. OpraHu3anrioHHBIE PaMKH TPEIOCTABICHUS MyOJIMYHBIX YCIyTr. Bompockl
sxoHoMuku, Ne 7, 2004,

81


https://likumi.lv/doc.php?id=61002

DAUGAVPILS UNIVERSITATES 61. STARPTAUTISKAS ZINATNISKAS KONFERENCES PROCEEDINGS OF
RAKSTU KRAJUMS THE 615" INTERNATIONAL SCIENTIFIC CONFERENCE OF DAUGAVPILS UNIVERSITY

THE POLITICS OF A CORPORATE SOCIAL RESPONSIBILITY
IN THE ENTERPRISE X FOR A SUSTAINABLE
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Abstract

The politics of a corporative social responsibility in the Enterprise X for a sustainable Regional development
Key words: corporate social responsibility, entrepreneurship, sustainability, sustainable development, stakeholders
Corporate social responsibility is no longer just a modern and new concept added to the company’s profile. Over the
last decade, companies around the world have recognized the importance of socially responsible business and its impact
on the company’s reputation, performance and results. Undoubtedly, many corporate scandals that are destroying the
business world have contributed to Corporate Social Responsibility (CSR), which is becoming more and more active in
business.
More and more companies around the world include CSR in their daily activities, support community economic,
cultural, artistic and sporting events, to “give back” to the society. Still, others are building their own business in
accordance with the concept of corporate social responsibility. In any case, CSR has become more than just a section of
a company website or public-relations activity; it is now an integral part of companies’ efforts to ensure sustainable
development.
The interest about a corporate social responsibility has increased in the last years. Enterprises become aware that a
corporate social responsibility can be used as a strategy to foster sustainable development of enterprises. In today’s
economic conditions, this type of responsibility also affects the Latvian economy. Despite concerns in the economic
environment, companies are constantly increasing their social responsibility efforts.
The objective of the work is to explore the process of implementation of the strategy of a social responsibility in the
enterprise X.
The author conducted research and carried out interviews on the enterprise’s corporate social responsibility and
sustainability aspects in order to explore how to CSR strategy is implemented in the enterprise X and to understand how
enterprise integrates the company’s sustainability in its structure. Thus, the author has developed a model of corporate
social responsibility in order to improve the effectiveness of CSR policies and to ensure the company’s sustainability.

Kopsavilkums

Koncerna ,,X” korporativas socialas atbildibas politikas isteno$ana ilgtsp&jigai regiona attistibai
Atslegvardi: korporativa sociald atbildiba, uznémeéjdarbiba, ilgtspéjiba, ilgtspéjiga attistiba, ieinteresétds puses
Korporativa sociala atbildiba vairs nav tikai moderna un jauna koncepcija, kas ir pievienota uzn€muma profilam. Pedgjo
desmit gadu laika uzp@mumi visa pasaulé ir atzinusi sociali atbildigas uznéméjdarbibas nozimi un ietekmi uz
uznémuma reputaciju, veiktsp&ju un rezultatiem. NeapSaubami, daudzus korporativos skandalus, kas iznicina
uznéméjdarbibas pasauli, ir veicinajusi korporativa sociala atbildiba (KSA), kas kliist arvien aktivaka uznéméjdarbiba.
Arvien vairak uznémumu visa pasaulé icklauj KSA sava ikdienas darbiba, atbalsta sabiedribas ekonomiskos, kultiiras,
makslas un sporta pasakumus, lai ,,atdotu” sabiedribai. Tomér citi veido savu biznesu, ievérojot uznémuma socialas
atbildibas koncepciju. Jebkura gadijuma KSA ir kluvusi vairak neka tikai sadala uznpémuma timekla vietné vai
sabiedrisko attiecibu darbiba; tagad ta ir neatnemama sastavdala uznp€mumu centienos nodroS$inat ilgtspgjigu attistibu.
Interese par korporativo socialo atbildibu ped&jos gados ir palielinajusies. Uznémumi apzinas, ka uznémumu socialo
atbildibu var izmantot ka strat€giju uznémumu ilgtsp&jigas attistibas veicina$anai. Misdienu ekonomiskajos apstaklos
Sada tipa atbildiba attiecas arT uz Latvijas tautsaimniecibu. Neskatoties uz satraukumu ekonomiskaja vide, uzpémumi
pastavigi palielina centienus socialas atbildibas joma.
Darba mérkis: izpetit koncerna ,,X” korporativa socialas atbildibas politikas TstenoSanas procesu.
Petfjuma tika izmantotas sekojosas metodes: normativo dokumentu analize, kontentanalize, intervijas ar koncerna ,,X”
augstako ltmenu vaditajiem un vinu vietniekiem, ka arT nodalu vaditajiem ar mérki noskaidrot korporativas socialas
atbildibas politikas TstenoSanu ilgtspgjigas attistibas nodrosinasanai koncerna ,,X”.
Autore veica pétijumu un intervijas par koncerna korporativo socialo atbildibu un to ilgtsp&jas aspektiem, lai iegiit
priekSstatu par to, ka koncerna X tiek istenota KSA stratégijas istenoS$ana, un saprast ka koncerns integré uznémuma
ilgtspgju savas procediiras, noskaidrojot, ka eksperti nav pietiekami zinosi par KSA politiku koncerna. Tadgjadi autore
izstradaja korporativas socialas atbildibas modeli, lai efektivizet korporativas socialas atbildibas politikas istenosanu un
nodrosinatu uznémuma ilgtsp&jibu.
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Introduction

The corporate social responsibility (CSR) became a particularly topical issue in the field of
entrepreneurship since Latvia joined the European Union in 2004. All business companies are
asked to undertake the strategy of social responsibility and to adopt the principles of social
responsibility. In the context of this study, a sustainability strategy is adjusted to the specific
economic, social, environmental and cultural factors of the business environment in Latvia and
Europe, with the respect to the international criteria of integration of corporate social responsibility
in the enterprise (Tilt 2016).

The first attempts in Latvia were to promote, adopt and implement the principles of
sustainable development. The sustainability index of Latvian companies has been established for
several years in a row, and various policy documents have been developed that include the
principles of sustainable development. Solutions to environmental problems are also included in
other policies, strategies and regulations. These documents have been taken into account in
developing sustainable development guidelines in Latvia.

There are enough general studies on sustainable development in the world and in Latvia as an
economic category. In Latvia: anti-fraud policy and implementation plan, strategy for 2030, strategy
for enterprise X business lines, management processes and affiliated companies development until
2030, however, there are still questions about, how to improve and develop corporate social
responsibility through sustainable development.

Corporate social responsibility as a concept of sustainable development has been studied by:
K. Davis (1960), Carroll (1979), Cochran & Wood (1984); Carroll (1991), Burke & Logsdon
(1996), Lantos (2001), Marrevvijk (2003), Heslin & Ochoa (2008), Porter & Kamer (2011), Trapp
(2012), Chandler & Werther (2013), Carroll (2015), Chandler (2016) et al.

The objective of the work is to explore the process of implementation of the strategy of a
social responsibility in the enterprise X.

To achieve the aim, the following tasks are defined:

1) to evaluate the implementation of corporate social responsibility policy for sustainable
development in the enterprise X;

2) to develop a corporate social responsibility model for the enterprise X.

Discussion

The current belief that corporations have a responsibility towards society is not new. There is
an international demand for all enterprises to undertake a responsibility for their actions. The
demands about the responsibilities that enterprises are expected to undertake have changed with the

changing socio political conditions (Agudelo 2019).
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Today companies see the need to adapt a socially responsible behavior in responding to the
challenged caused by the globalization in order to accept a sustainable path of development. As
Carroll (2015) comments, initialization of CSR becomes stronger, and since 1992, and fifty-one
companies have already adopted a vision based on such priorities as preservation of natural
resources, by ensuring human dignity and transparent policy (Carroll 2015).

Van Marrewijk (2003) offers a holistic understanding of CSR, influenced by his search for
sustainability as over embracing vision, where each enterprise has a new role within the society in
making strategic and sustainable decisions for the whole community (Marrewijk 2003). Matten and
Moon (2008) point out to internal and external complexity of this notion ranging from philanthropic
initiatives to a political dialogue leading to a responsible business behavior (Matten & Moon 2008).
The most popular is stakeholder theory in relation to the responsibilities that the company has
towards its stakeholders.

Belal (2008) suggests three main perspectives how to view CSR. These are: political economy
theory, legitimacy theory, and stakeholder theory. The most of conceptualizations relate to
stakeholder theory, because any institutions’ policy and practice is related the habits and behavior
of their customers as well on their level of literacy in regards to environmental impacts of their
actions that involves their ethical values. As Van der Laan Smith et al. (2005) states, stakeholder
theory has a huge impact on CSR disclosure. Castello & Lozano (2011) assert that the reality of
postindustrial society and appearance of complex problems that require a search of new forms of
conceptualization of CSR (Castello & Lozano 2011).

The promotion of CSR was also a part of Millennium Development Goals (MDG’s) agenda
and later, Sustainable Development Goals (SDGs). The definitions of CSR of the 2000’s reflected
the belief that corporations had a new role in society in which they need to be responsive to social
expectations and should be motivated by the search for sustainability, which meant they would have
to make strategic decisions to do so (Husted and Allen 2007; Porter and Kramer 2006; Werther and
Chandler 2005). This opened the discussion around the benefits of strategic CSR and by the early
2010’s it was believed that companies can generate shared value while improving the firm’s
competitiveness through a holistic implementation of SCSR.

The modern CSR concept, which is widespread in the West, shows the willingness of
companies to voluntarily and independently solve current societal challenges. The European
Commission gives the following definition of CSR: “CSR is the voluntary willingness of companies
to integrate social and environmental issues into their activities in cooperation with stakeholders.
Social responsibility is not just about meeting legal requirements, but also about investing in human

capital, the environment and with stakeholders” (European Commission 2015).
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The Social Responsibility Business Platform states: “Entrepreneurial decision-making is
based on ethical considerations and compliance with legal requirements, as well as respect for
people, society and the environment.” The International Organization of Employers CSR formulates
as follows: “Voluntary business initiatives that promote social, economic and environmental
conditions in society.” (CSR Platform 2014).

The development of ISO 26000 is important for CSR movement not only because it serves as
a guideline on how companies can operate in a socially responsible way, but more so because it was
developed by 450 experts from 99 countries and 40 international organizations, and so far more
than 80 countries are have adopted guidelines for national standards (ISO nd-b, nd-c).

It follows from the above definitions that CSR takes into account two areas of socio-economic
and environmental safety, where the inclusion of environmental issues was the result of many
public organizations and a number of environmental disasters.

Research method

The author has carried out twenty one-hour long semi structured interviews with the upper
and middle level managers of one of the leading enterprises in Latvia and explored the factors of
success for implementing the CSR and the obstacles of implementation a CSR politics for a
sustainable regional development in practice.

Interviews were conducted with 20 experts from the main business divisions (strategic
management, quality management, human resource management, health management, marketing
and brand management, internal and external communication, security and environmental
protection) to provide an informative picture of the whole company.

Research Findings

The author has developed a corporate social responsibility model to ensure the sustainability

in the enterprise X through the use of strategic principles of social responsibility that require

consistency and coordination of stakeholder interests.
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Fig. 1. The Model of Corporate Social Responsibility designed by the author

For the purpose of the research the author has carried out twenty semi structured interviews
with the representatives from the higher management level in the enterprise, when senior and
middle management assessed the corporate social responsibility model and its role in corporate
social responsibility policy for sustainable regional development (see Fig. 1).

One of the questions posed was on a perception of a significance of corporate social
responsibility for the company related to sustainability (see Fig. 2) and what mechanisms is needed
to ensure business effectiveness (see Fig. 3).

What mechanisms do you need to
ensure that your business is
effective?

How would you describe the
importance of CSR for the company
related to sustainability?
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Fig. 2. How would you describe the Fig. 3. What mechanisms do you need
importance of CSR for the company related to ensure that your business is effective?
to sustainability? (n-20) (n-20)

The question on how one describes the importance of CSR in his/her company, eight

experts have responded that they view sustainability as a future perspective, six of them are aware
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of sustainable solutions being implemented in the enterprise, four of them relate sustainability to a
responsible decision making in the enterprise. One of the experts commented that: “At present, the
value of each business is not only the value of today’s business, but also the sustainability of the
company’s future development, which includes not only the past performance and the current
situation, but also future perspectives.”

On a question what mechanisms you need to ensure that your business is effective, 55% of
the experts surveyed said that it was a good climate for the enterprise, 40% of the respondents said
it was a constant development of employees, and 5% of respondents said that resource scarcity
always exists. So employees are one of the enterprise’s greatest assets. Highly qualified employees
are the guarantor of the enterprise’s sustainability. Of course, it is necessary to develop employee
knowledge management, perhaps to attract new specialists, as well as to rotate employees among
the Group companies, and to introduce a long-term motivation system.

The other questions have its focus on evaluation does your corporate strategic plan has
integrated social responsibility values and how sustainability strategies that are already beginning

implemented in the company?

Whether your corporate strategic plan Are sustainability strategies
has integrated social responsibility already in place in the company?
values?
0%
80 -
60 -
40 M Experts
20 ] 1\
0 ' ' M YES M Possibly & Hardt
Areincluded Notincluded Ossoly aratosay
Fig. 4. Whether your corporate strategic plan Fig. 5. Are sustainability strategies
has integrated social responsibility values? already in place in the company?

(n-20) (n-20)

The question of whether your corporate strategic plan has integrated social responsibility
values, 70% of respondents said that corporate responsibility included social responsibility values
in the corporate strategic plan, and 30% of respondents said they had not integrated the values of
social responsibility in the strategic plan, because there is a lack of information on how to do it
methodically (see Fig. 4).

On a question are sustainability strategies already in place in the company, twelve of the

interviewed experts indicated that only few efforts have already been made on the legislative level
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at the enterprise. Sustainability is embedded both, as a long-term strategy and as a mid-term
strategy, where the main strategic goals and tasks define the sustainable development of the
enterprise. Six experts have replied that this is possible to reorient the enterprise towards a
sustainable development and two expert’s view many difficulties in reorienting the enterprise
towards a sustainability development (see Fig. 5).

On a question who is responsible for the strategic decision-making process, fifteen experts
have replied that it is a committee that oversees implementing process of the company’s CSR and
monitoring a sustainability performance. One expert replied that all stakeholders are involved in the
strategic decision-making process, but four experts expressed difficulty to answer the author’s
guestion. The answers indicate that the management team has not developed a mechanism of
involving multiple stakeholders in implementing the sustainability perspective and the strategy of
corporate social responsibility in practice by restricting this task purely for the CSR Committee at

the enterprise (see Fig. 6).
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Fig. 6. Who is responsible for the strategic Fig. 7. Does the corporate development
decision making processing the enterprise? strategy include a corporate social
(n-16) responsibility plan? (n-20)

On a question does the corporate development strategy include a corporate social
responsibility plan, 48% of the experts expressed the likelihood that such a plan is embedded in the
current long-term development strategy, while 47% expressed their conviction that a corporate
social responsibility should definitely be included in a strategic planning of the developing a
sustainability strategy in the enterprise (see Fig. 7).

The author has designed the model of corporate social responsibility for enterprise X and

asked the leading experts in the field for the evaluation.
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Fig. 8. Can the proposed sustainability model serve as a basis for developing
a corporate social responsibility policy? (n-20)

On a question can the proposed model serve as a basis for developing a corporate social
responsibility policy, nine experts recognized the applicability of the model for this particular
enterprise for implementing the policy of corporate social responsibility, seven experts replied that
this is useful to consider and one expert answered that he needs deeper and a more detailed
consideration.

Experts admit that applying this model will definitely strengthen the enterprise’s CSR policy,
make it more comprehensible and accessible to the enterprise’s employees, and sustainable
development in particular. For now, the value of each business is not only the value of today’s
business, but also the sustainability of the company, which includes not only the past performance
and the current situation, but also the future prospects. Unfortunately, the most difficult thing to do
is to evaluate it objectively, and one way to do this is to assess the quality of corporate governance.
Conclusion

In the 21st century, any modern company must rely on sustainable solutions that define its
responsible behavior. Responsible decisions are being made in the company to justify any business
activity because sustainability is the responsibility for what we leave to our children and how well
we build our world. This corporate social responsibility of the enterprise is oriented towards other
people and future generations.

CSR is voluntary, it is embedded in the philosophy of the enterprise. These are not only
donations, charity and paid taxes, but also is a labor law, human rights, environmental problems,
corruption prevention, which is perceived more widely. Corporate social responsibility is the most
effective way to ensure the companies’ competitiveness as well as social welfare and a long-term
development.

Thus, in 2013, the enterprise X has defined and approved a CSR policy with the main purpose
of its implementation: by defining the principles of corporate social responsibility with the focus on
responsible and ethical business, by promoting strategic goals and improving their implementation
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in practice. CSR policy is a tool for enterprise management and is mandatory for the whole

enterprise.

Among the principles of the enterprise is just payment of taxes, responsible business
initiatives that are written clearly in the strategic aims of the enterprise and are based on such values
as responsibility, cooperation, justice and sustainable development.

Today the strategy of CSR need to be seen via adaptive and dynamic conceptual framework
since new requirements and imperative of the national legislation that places new expectations of
business companies, thus altering social, environmental and economic impacts in transparent
decision making process.

The main difficulties in implementing the strategy of a corporate social responsibility as the
following: low internal ability to communicate with stakeholders and listen to their concerns and
expectations as well as low efficiency of networking with multiple stakeholders and the local
community. Experts admitted that it was necessary to look for a new perspective to open up the
adaptive system and to involve stakeholders. As a few success factors, the experts mentioned:
corporate reputation and corporate sustainability, internal and external communication.

Author’s suggestion:

1) First of all, it is important to emphasize the development of society, in particular consumer
awareness of social responsibility, in order to promote long-term corporate social responsibility
in line with relevant business initiatives.

2) Secondly, expanding the desire of employees and customers for a broader perspective of

sustainability and corporate social responsibility, strive to build a network of stakeholders.
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Abstract
Education for sustainable development: values and virtues of generation Z in the context of a competency-based
approach in the anthropocene age
Key words: sustainable education, competency-based approach, pupil values, Z generation
Global changes in society have fundamentally changed the social habits of children and young people, they are radically
different in their day-to-day activities, in the sense of values, in life goals. Starting from the 2018-2019 school year,
Latvia will begin a gradual transition to the improved curriculum within the framework of the project “Competency-
Based Approach in the Curriculum” of the NCE (National Centre for Education) of the Republic of Latvia. As a result,
pupils are envisaged to acquire value-based skills, knowledge, attitudes and habits that are necessary in the 21st century.
Thus, values are one of the basic components of a new curriculum. However, it is very important to understand whether
the values and virtues defined in the documents correspond to the real situation at schools and to the progress towards
sustainable development. The theory of generations, which is being increasingly discussed at present, especially in the
context of the labour market, has become a very topical issue. Schools also include individuals of different generations,
teachers of different ages and pupils. Hence, there is a great difference between generations. Based on the theory of
generations, each generation has its own values and beliefs that are changing over the years. Each new generation has a
different lifestyle, which have largely changed as a result of globalization and the evolution of society. In Latvia, the
issue of youth values has become increasingly topical nowadays. The study uses a different value model and the defined
values that are not based on the theory of generations as a whole, but help determine whether the values and virtues
defined in the new curriculum correspond to the value system of pupils and educators. Consequently, a number of
topical issues are considered within the framework of the study.

Kopsavilkums

Izglitiba ilgstp€jigai attistibai — Z paaudzes vértibas un tikumi kompetencu pieejas konteksta

Antropocenes laikmeta

Atslegvardi: ilgstpéjiga izglitiba, kompetencu pieeja, skolénu vértibas, Z paaudze
Globalas parmainas sabiedriba ir butiski mainijusas bérnu un jaunie$u socialos paradumus, tie radikali atSkiras ikdienas
darbiba, vertibu izpratng, dzives mérkiem. Latvija sakot ar 2018./2019. macibu gadu skolas sakas pakapeniska pareja uz
pilnveidoto macibu saturu VISC (Valsts izglitibas satura centrs) projekta Kompetenéu pieeja macibu satura ietvaros. Ta
rezultata skoléniem ir paredzEts apgiit 21. gadsimta nepiecieSsamas prasmes, zinasanas, attiecksmes un ieradumus, kas
balstitas uz vertibam. Tatad viens no jauna macibu satura pamatiem ir vertibas, kas ir aktualitalas misdienas. Tomér ir
loti biitiski saprast, vai dokumentos definétas vértibas un tikumi atbilst realajai situacijai skolas un miisu sabiedriba. Ir
pilnigi saprotams, ka bez miisdienas izglitojamo galveno Tpatnibu izp&tes nevar piedavat jauno macibu programmu,
tapec arT |oti aktuala ir kluvusi paaudzu teorija par ko tiek runats aizvien vairak, Ipasi darba tirgus konteksta (Biruma
2015). Art skolas ir sastopami dazadu paaudzu individi, dazada vecuma skolotaji un skoléni. Lidz ar to eksiste licla
paaudzu atskiriba. Balstoties uz paaudzu teoriju (Mannheim 1972), katrai no paaudz&m ir savas vertibas un uzskati, kas
ar gadiem aizvien mainas. Katrai jaunajai paaudzei ir savadaka vide un dzivesstils, kas galvenokart ir mainijies
globalizacijas un sabiedribas attistibas rezultata (Biruma 2015). Latvija aizvien vairak ir kluvis aktuals jautajums tiesi
par jaunieSu vertibu pétisanu (Martinsone & Mihailova 2015). Tomér $aja pétjjuma izmantots cits vértibu modelis un
definétas vertibas, ka ari tie nebalstas uz paaudzu teoriju kopuma, bet gan at$kirigu laika posmu. P&tjjums palidz&tu
noskaidrot, vai jaunaja macibu satura definétas klasifictas vertibas un tikumi atbilst skolénu un pedagogu vértibu
sistémai. Lidz ar to viena p&tijuma ietvaros iesp&jams apliikot vairakus aktualus jautajumus.
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The theoretical background and the methodology of research

In Latvia, starting from school year 2018/2019, the gradual transition to advanced learning
content begins in schools VISC (National Centre for Education Content) under the project
Competency-Based Approach to Learning Content. As a result, pupils are expected to acquire the
skills, knowledge, attitudes and habits based on the values that are needed in the 21* century
(Education for Modern Competency ..., 2017). Therefore, one of the basics of the new curriculum is
values. Values serve as standards or criteria, relate to the desired goals and their interaction forms
the action of an individual (Schwartz 1992; Schwartz 2012). By definition, it can be concluded that
values determine an individual’s attitude and behaviour in different life situations. Likewise, they
form virtues or already acquired and accepted values (Education for Modern Competency ..., 2017).
From the point of view of the teaching staff, virtues are the moral qualities that have been
developed and implemented in the learning process and comply with professional norms (Sockett
1993). The new curriculum includes 10 main values and 12 virtues that will build upon them. The
defined value system is based on the values set by the Constitution of the Republic of Latvia, the
Universal Declaration of Human Rights and the European Convention on Human Rights (Education
for Modern Competency..., 2017). However, it is very important to understand whether the values
and virtues defined in the documents correspond to the real situation in schools and society.
Nowadays, several authors have defined the values of the 21% century, such as humour or voluntary
work (Lakota, Sirca & Delmor 2016). The theory of generations, which is increasingly being
discussed, has become very topical, especially in the context of the labour market (Biruma 2015).
Individuals of different generations, teachers of different ages and pupils are also common in
schools. Therefore, there is a big difference between generations. Based on generational theory
(Mannheim 1972), each generation has its own values and beliefs that have been changing over
years. Every young generation has a different environment and lifestyle, which has largely changed
as a result of globalization and societal development (Biruma 2015). In Latvia, the issue of studying
the values of young people has become increasingly important. No research has been conducted
specifically in the context of schools, which is clearly an innovation and could help to understand
whether there is a problem of generational differences in the context of the value system both in
general education and in vocational education institutions. The study would also help to clarify
whether the values and virtues defined in the new curriculum correspond to the issues of the pupils
and the value system of teachers. Thus, in the framework of one study, it is possible to consider
several topical issues.

The purpose of the research is to compare whether the values and virtues defined in the

content of the competency-based approach coincide with the values and virtues of pupils and

teachers in the Latvian and Lithuanian vocational education institutions?
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Research guestions:

e Do the values and virtues defined in the content of the competency-based approach coincide
with the values and virtues of pupils and teachers in vocational education institutions?
e Are there any differences between the values and virtues of pupils and teachers?
Values for the Z generation, the relation between these values and sustainable development
It would be correct to consider the development of the young people’s values in the context of
the Anthropocene age. The Anthropocene age significantly influences the meaning of conventional
values. There is a different understanding or an interpretation of these values. Accordingly, this
different interpretation of common values makes communication between the younger and the older
generations more complicated, because under the same word — designation, quite different things
are understood. As a result of the Anthropocene age, young people also have very different, new
values, some of which, by the way, till now could count as vices and shortcomings. It is therefore
not enough simply to study the attitudes of young people to any of these named values. Initially, it
would be important to find out how today’s young people understand these values, what these
values mean to them. Another issue that arises — how, by what methods it should be advisable to
facilitate for the young people’s undistorted understanding of the values defined in the content of
education? The development of the Anthropocene age (or human degradation in it) gives all that is
named the meaning of customer need gaining (satisfaction). The issue is that the mentioned values
and the understanding of these values would not serve to develop the attitude of the consumer in the
consciousness of the Z-generation representatives, but rather to direct the thinking of this generation
to the sustainable development of the society.
The meaning of the value education defined in the content of education is as follows:
e Value education is a set of educational features, and the learning standard provides for its
inclusion in the primary school education.
o Value education is carried out during the lessons of ethics, social science, Christian learning,
literature, philosophy, history, culture and education.
e Currently, the national standard does not define a single curriculum for value education or
upbringing lessons (School 2030 2017).
The issue of values is also addressed within UNESCO:
UNESCO s value education is related with the lifelong learning and heritage education (LV
portal 2014).
In 2011, the issues of value education were discussed within the framework of the VISC,
which resulted in the development of “Methodological Recommendations for Improvement of

Educational Work in General Education and Vocational Education Institutions”. They defined the
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values that pupils had in the process of learning to gain an understanding and a positive attitude.
These values are:

e human and its personality,

o life, health and safety,

e spirituality and virtue,

o respectful, responsible and tolerant interpersonal relationships,

e knowledge and work,

e promoting one’s own and society’s well-being,

e patriotism and civic participation,

o family,

o traditions and culture,

e nature and environment in the sustainable development (School 2030 2017).

Before speaking about the influence of the anthropocene on the understanding of the values of
the modern youth and the formation of this understanding, let’s consider the meaning of the
anthropocene concept. Anthropocene is a term used in science to describe the Earth’s current period
of history, in which human activities occupy a leading position in the influence of the Earth’s
ecosystem. From 1995 onwards, the term ‘Anthropocene’ started to be used in this sense by the
Nobel Prize laureate in chemistry, Paul Kurtzens. In January 2016, the academic magazine
“Science” published an article claiming that the Pleistocene era was over, as since the middle of the
20™ century, the human influence on nature and its systems has become so serious that it is possible
to speak of joining a new ecological age. Anthropocene in the context of education can mean the
following. Despite intense cooperation in achieving sustainable development goals, the overall
situation in the global development trajectory has marked a non-sustainable direction in which
education promotes the reproduction of unsustainable behaviour patterns (UN 2011). This situation
has already gained its name in the recent years — Anthropocene age (Figueroa 2017). The
Anthropocene phenomenon is emerging gradually and is now a phenomenon that demonstrates the
non-sustainable quality of human ecological, cultural and societal relationships. Anthropocene
circumstances have become the current conditions for addressing issues of education for sustainable
development, for education and science development, educational, science development issues and
other issues. Anthropocene can also be characterised as a relationship established between the
human and nature, where the human is the main and the only one, and the nature is strongly
subordinate to the wishes of the human (Fedosejeva et al 2018). Distancing from the nature
contributes to the creation of unnatural life, unnatural human relationships. First of all, the
Anthropocene age influences the development of the modern youth, the formation of young

personality and thus the attitude towards values. For example, the perception of the world by the Z
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generation is extremely different from the perception of the world that once existed for all previous
generations. Z generation — they are the today’s young people up to 19 years. They, starting from
their birth, were growing and developing under the influence of the digital environment, and their
conscious (and even unconscious) life passes in the constant virtual connection. For example,
sometimes, children at the age of three know better how to deal with the Internet and “Skype” than
their parents and grandparents. Now, it is too early to say what the Z generation will be when they
grow up, however more specifically, we can now judge about the formation of their consciousness,
perception and relevant values, taking into account what they are in their current stage of
development (ParMuziku.lv 2017). Observing the Z-generation representatives, one can say that
they are self-confident, self-reliant and purposeful, as well as more pragmatic than the previous
generations (ParMuziku.lv 2017). It is important that, unlike previous generations, the Z generation
does not remember the time before social media, as a result of which much more time is spent on
different social networks and the like, and the smartphone remains almost a part of the modern
young people. It affects the whole perception of the young person and its formation in general —
starting with the constant presence in the virtual reality and its relating and sometimes even mixing
with the existing reality, and ending with the young people’s mutual relationships and relationships
with parents, teachers and others. Of course, this also greatly affects the learning process. It turns
out that representatives of the Z generation often consider the representatives of the previous
millennials generation to be old people. It also shows that they consider themselves to be more
advanced (ParMuziku.lv 2017). Typically, there is a certain lack of relation between the inter-
generations. In essence, the Z generation does not inherit the norms of life and perception of life
from previous generations, but because of the changed living conditions, to a large extent, due to
comprehensive technolization and endless informative exchanges, it creates its own perception of
life, the world around it, and its life standards and values.
Research design and participants

In Latvia, the issue of research regarding the values of young people has become increasingly
important. However, this study uses a different value model and defined values, and they do not
rely on generational theory in general, but on a different period of time. No research has been
conducted specifically in the context of schools, which is clearly an innovation and could help to
understand whether there is a problem of generational differences in the context of the value system
both in general education and in vocational education institutions. The research would also help to
clarify whether the values and virtues defined in the new curriculum correspond to the issues of the
pupils and the value system of teachers. Therefore, within the scope of one research it is possible to

look at several topical issues.
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The aim of the research is to compare whether the values and virtues defined in the content of
the competency-based approach coincide with the values and virtues of pupils and teachers in
Latvian and Lithuanian vocational education institutions? Research questions: Whether the values
and virtues defined in the content of the competency-based approach coincide with the values and
virtues of pupils and teachers in vocational education institutions? Are there differences between
the values and virtues of pupils and teachers?

During the research, an empirical study has been carried out, with the research sample of 305
students studying in Daugavpils Technical School in I, Il and Il course. The research combined
quantitative and qualitative methods. The first stage of the empirical research consisted of the focus
group discussions; the focus group sampling was carried out based on random selection. It formed a
group of students: the youngest, the | course — 16 years old, the eldest — the 11l course — 18 years,
with the variable composition — 80 participants. The second stage consisted of questionnaires and
document analysis. Initially, scientific literature in English and the new curriculum of competency-
based approach educational content School 2030 were analyzed, as well as regulatory enactments.
Research findings

The empirical research data were analyzed according to the developed criteria. Criterion 1 —
Family, Criterion 2 — Health, Criterion 3 — Education, Criterion 4 — Love, Criterion 5 — Career,
Criterion 6 — Freedom, Criterion 7 — Money, Criterion 8 — School, Criteria 9 — motherland, Criteria
10 — Art, Criteria 11 — pets, Criteria 12 — fresh air, Criteria 13 — | myself. It can be seen in Figure 1:
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Figure 1. Student’s personal allocation of values by priority

Most of the young people 82% of the total respondents chose the value family that correlates
with health, meaning that many young people are engaged in sports and it corresponds to almost
79% of the total number of respondents. Love refers to the human values of humanity and

represents 70% of the total number of respondents. Seriously against the attitude of young people’s
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love can only be spoken if the statements of the students are not only found, observed and
described, but if their argumentative content and context were taken into account and considered.

The young people in the focus group didn’t discuss the wider sense during the interview, as
this value is very important. The value motherland has got only 44% which is related with
orientation, solidarity and awareness that identity is not inherited, and that it is a very low indicator.
Very important criteria for young people are career and freedom 65% and 64% from all the
respondents. They relate freedom to both personal freedom, and a chance to free choice and to
speak freely, and only one respondent in the focus group answered that he wishes to be “spiritually
free”. Denn Schawbell (2014) has carried out a research during which it has been stated that 61% of
high school students want to do business — to work for themselves. This trend can be attributed to
the new technology influence on the modern generation (Schawbel 2014). The study carried out by
the CGK Center (The Center for Generational Kinetics) says that the wish to do business has 77%
representative of the Z generation which is rooted in the desire to determine their own working
hours and salaries (The Center for Generational Kinetics 2017). I myself make up 62% and focus on
developing his/her own Ego and balancing socially important values. The value of money makes up
64%, the focus group during the discussions confirmed great importance and need for money in the
context of the economic crisis. For example, there were the following answers in the questionnaire:
“One can get for money both education and health”, “All my value is money”. The smallest result is
the fresh air criterion making up 27%, and it is clearly seen how we work with the Z generation,
who have great interest in information technology, innovations and who are always on the Internet.
When contacting with the early age range of youth, the authors have noticed that students differ
significantly from other generations in the same age group. The age range studied are pupils born
after 2000 and is the so-called Z generation, which is often referred to as the internet generation,
because it is no longer just an instrument, but an integral part of everyday life and learning work.
Young people use the Internet as a source of information, communication and entertainment
(Dorsey 2015). Analyzing the respondents’ questionnaire responses regarding 10 questions that
influenced the choice of values in general, it can be seen as a general that young people chose
family, health and education as their values. There was also a survey for teachers and parents who
most appreciated the same values as health, life, family, safety, joy in living, human dignity, and
students, in their turn, have chosen life, family, health, safety.
Conclusions

The pedagogical and psychological factors of value creation are not unequivocal, which have
been concluded during the course of the theory evaluation. The motives for young people to choose
the values are related to the context of socio-economic situations, to the norms of the consumer

society and to their values and needs. The curriculum standards, education regulatory documents
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emphasize values such as economic competitiveness. When changing subjects and subject
programs, pupils (students) should be focused on the humanitarian value of the future society as a
whole. During the empirical study, it turned out that the value family, which is both moral and
material support, is more important for young people than their motherland. Analyzing the
significance of values, the spirituality and moral consciousness does not correlate with the value of
searching for the meaning of life. During the research, it has been found out which values a young
person transforms from education and subjects that are regulated by the state, the goals of school
upbringing, the experiences of parents, and which young people consider to be useful. For example,
career as a value is mentioned in all strategic educational documents, and was also important in the
ranking of youth values. The research has revealed how cultural traditions and differences in
generational thinking affect the younger generation with a different vision and a different world of
values. The developed value model PIKC Daugavpils Technical School reflects the social
environment, fixes its experience and advances the interest in a common cultural environment. The
priority values of modern young people are family, health, love and career. It affects the identity of
young people and is related with their goals. The most important values for teachers, parents and
pupils are largely the same: health, safety, family and life. Life and family are included in the new
curriculum. Thus, the values defined in the competency-based curriculum partly coincide with the
most important values of teachers, parents and pupils. After the survey, the most important virtues
for parents and teachers are responsibility, honesty, justice, freedom of action, and for pupils, in
their turn, — self-control, freedom of action, justice, wisdom and impartiality. The virtues that
coincide and are the most important of all groups are freedom of action and justice. Competency-
based content includes justice, wisdom, and self-control. Therefore, the virtues, defined in the new
curriculum, partly coincide with the real situation in schools. In the future, the Z generation will
become the fastest growing generation in work places and the labour market (The Center for
Generational Kinetics 2017); the first indicators show that this generation is more self-confident,
relies on their abilities, is innovative and goal-oriented. They tend to educate themselves, for
example, with Pinterest and YouTube, wanting to make positive changes in the world.
Representatives of the Z generation are also more different from each other than the Millenium
generation (Segran 2016). Entrepreneurial skills rather than competition should be developed
already in the school environment, taking into account the peculiarities of modern-generation
learning — the desire to acquire practice-based education, while forms of learning that can make
content for the Z generation easier to acquire, are discussions, debates, experiments, project work
and group work, real situation analysis. The best what we can give to the technology generation is
the opportunity to identify themselves, their potential and their values, not to get confused among

many opportunities.
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Abstract

Personalised learning approach in mathematics for the secondary school students
Key words: personality, individuality, development, self-regulation, personalised learning
The topicality of the article is related to the essence of personalisation, which highlights the development of each
student’s talents and abilities.
The aim of the article is to offer a personalised learning approach that would ensure the development of each student’s
personality, taking into account his or her individual characteristics, opportunities, attitude and self-regulation.
The theoretical basis of the article is based on the personalisation approaches of the pedagogical process, which are
based on the theory of learning cognition and constructivism.
In the author’s proposed learning approach each student can develop his or her individuality based on the diversity of
the core subjects and the organisation forms of learning.
The components of personalised learning approach are learning environment, learning organisation, curriculum,
learning process, and thought process. The students’ goals are different in self-regulated learning time. The higher the
student’s level of self-regulation is during the learning time, the higher are the results shown in the exam work. The
most effective learning work forms according to the assessment by the 11™ grade students are interactive lectures. For
the 12" graders it is independent work.

Kopsavilkums

Personalizéta maciSanas pieeja vidusskola matematika
Atslegvardi: personiba, individualitate, attistiba, pasregulacija, personalizéta maciSanas
Raksta aktualitate saistas ar individualizacijas biitibu, kas aktualizg katra studenta dotibu un sp&ju attistibu.
Raksta mérkis ir piedavat personaliz€tas macisanas modeli, kas nodroSinatu katra studenta personibas attistibu, ieverojot
vina individualas Tpatnibas, iesp&jas, atticksmi un pasregulaciju.
Raksta teorétisko pamatu veido pedagogiska procesa individualizacijas pieejas, kas balstas uz maciSanas kognitivisma
un konstruktivisma teoriju. Tiek piedavata macisanas pieeja, kura katrs skoléns var attistit savu individualitati uz
interes€joso macibu priekSmetu satura apguves pamata un macisanas organizacijas formu daudzveidibas.
P&tijuma datu ieguvei izmantoti studentu parbaudes darbi un anketas ar atvértiem jautajumiem. P&tijuma datu apstradei
izmantota daudzveidigu datu avotu triangulacijas metode.
Personaliz&tas maciSanas pieejas komponenti ir maciSanas vide, maciSanas organizacija, macibu programma un saturs,
maciSanas process, domasanas process. Pasreguléta macibu stunda skolénu mérki atSkiras. Jo skolénam ir augstaks
pasregulacijas [imenis macibu stunda, jo augstaku sniegumu vin$/vina uzrada parbaudes darba. Efektivakas macisanas
darba formas 11. Klases skolénu vértéjuma ir interaktivas lekcijas, bet 12. klasei — patstavigais darbs.

Introduction

Education should be oriented towards the development of a student’s abilities and the skills
that are necessary for living in this complicated and ever-changing world. It should be based on the
ability to learn, listen, collaborate, solve problems, understand individuals from other cultures, be
active and creative, and be prepared for life in society. Education is the process of developing one’s
talents, emotional and social intelligence, and personality (Likumi, 2014).

The learning process in schools should be directed towards the learning of the material and
should integrate new alternative learning methods and forms and new knowledge development
principles for creating ideas (OECD 2018; Sahlberg, 2010). It is not the amount of retained
information that determines a student’s education level; it is the student’s ability to use the obtained

information in real situations and to self-educate.
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Learning is a purposeful cognitive process, an enrichment of experience and a student’s active
work towards the goal of self-transformation (Zogla, 2001). Nowadays, the largest emphasis in
education is put on the learning process, on research and problem solving, on reading
comprehension, on the use of reasoning, on the ability to learn and on the development of
independent learning skills (Fisers, 2005).

The pedagogical process in school is planned in order to ensure the capability of students to
individually construct their understanding of the world. This construction is a creative process that
intends for the multiplicity of knowledge comprehension and the diverse opportunities of human
development.

Self-directed learning is related to the free choice of learning content, goals and resources,
with independent steering of the learning process. The theory of self-directed learning recognises
that each person’s learning is simultaneously directed by themselves and externally (Vorobjovs,
2002).

From the viewpoint of the constructivist theory, learning is the process of knowledge
construction, with an emphasis on the learning process and the individuality of students’
achievements. The learning process is based on a student’s individual experience (Helds, 2006), on
how a student is able to use their individual knowledge in the initial system, which is the reflection
of an understanding of the world. Each encounter with a new problem-situation creates an
opportunity to either change or maintain the existing structures and systems of experience.

Cognitive learning requires a student’s awareness and reflection abilities. Cognitivism is
based on the development of a student’s thinking processes; the faster a student can think, the more
diverse and creative will be ability to solve tasks. Both learning theories emphasise the self-
regulation of learning (Helds, 2006; VVorobjovs, 2002).

The purpose of this article is to draw attention to students’ individual characteristics, needs,
interests and abilities because there can be large differences between the achievements and depths
of cognitive thinking among students in the same class.

The relevance of this article is tied to the creation of a new approach to learning that would
allow to uncover each student’s unique abilities, learning style, development environment, speed of
thought and mental capacity because students vary and comprehend learning material at various
cognitive levels (Grant, 2014).

Theoretical findings regarding students’ learning abilities

Personalised education is based on the approach that the whole education process, its methods
and learning style should be directed towards the student and that learning should be tailored to
each student’s individual characteristics, needs and interests so that the student would be able to
develop their own mastery at the highest level. Necessity is the main motive for learning in the
pedagogical process.
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A person develops as a personality while living in society (Vorobjovs, 2002). Self-creation of
personality is the personality’s desire to create the conditions of its own individual development.
Thereby, the essence of individuality can be traced by researching the personality in development,
in action and in interaction with the environment, where it reveals itself as self-existent and unique,
as a united internal subject and as a singularity among other subjects.

Students have various interests and desires, various skills and levels of their development, and
various intentions for the future. Each student’s development happens differently, since each
student is unique and unrepeatable (Albrehta, 2001; Steinberga, 2013; Vorobjovs, 2002). In the
personalised learning process, students learn the learning content at the pace and style appropriate
for them. Such learning is ensured by various deep cognitive assignments.

The components of personality structure are progress (attitude towards reality), opportunity,
character and self-regulation. Individuality characterises a personality more specifically and in more
detail (Bogoslovska, 1982; Vorobjovs, 2002; Zelmenis, 2000). Individualised learning is teaching
that is oriented towards observance of the specific individual’s skills and interests; the teacher looks
for the approach for each student, in order to involve them in active and productive work and to
develop each student’s skills and abilities.

Learning is a purposeful cognitive process, an enrichment of experience and a student’s active
work towards the goal of self-transformation (Zogla, 2001). Personalised learning is related to
promoting individual learning and observing students’ individual characteristics. The main goal of
personalised education is to determine the individual education goals of each student and to
coordinate processes for realising them (Grant, 2014). The main goals of individual learning are to
develop the ability to learn and think because self-development is a lifelong process.

In turn, one of the most powerful learning motives in a purposefully organised learning
process is interest (Vorobjovs, 2002; Zogla, 2001), which (similar to curiosity) likens the student’s
learning to freely chosen action. It is important to engage the student as to promote quicker
development of skills in learning subjects, to obtain experience and to deeper develop abilities in
interest subjects in school. Essentially, this is for a student to develop the abilities of reasoning,
taking on responsibility, goal setting and decision-making in school.

Thus, when starting high school, students must be given a free choice to choose the learning
subjects that they will need in studies and later in life. Once students find a field that interests them
and in which they are successful, their overall success will improve. A student’s natural abilities
and interests increase their achievements and success (Robinson, 2013).

Creating learning skills can be considered as granting opportunities to students. When a
student has obtained a new skill, new opportunities are opened. Expanding a student’s opportunities

is the goal of education. Developing the skills to learn is one of the most important goals of the
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learning process. It ensures the student with learning autonomy and expands independence. The
main task of obtaining learning goals is structuring new information and experience.

Personalized learning includes elements: differentiation — changing the instructional
approach; individualization — changing the pace; student agency — choice, relevancy, and
involvement (Culatta, 2016).

Methods of the study

The study utilised the action research, where the researcher and the subjects collaborate with
the goal to collectively identify problems and search for their solutions (Pipere, 2016). The object of
the research is the student (Helds, 2006), with his/her needs, motives, interests and abilities. High
schoolers (n=73) responded to an open type form questions and gave written analysis of their
learning activity experience, in accordance with their needs and 21* century requirements.

The quantitative method ensures the opportunity for the subjects to express their opinion more
freely and reveal the main issues, while the qualitative method provides the opportunity to deeper
understanding, learning motives, needs, goals and to better understand the opinion of those being
researched (Pipere, 2016).

Research findings

Answers to the form question about the student’s main needs can be grouped by levels of
needs: existence needs — 56%, affiliation needs — 23%, growth needs — 83%. Existence needs
combine physiological and security needs; affiliation needs are related to contact with other people;
and growth needs relate to the desire for recognition, respect and self-affirmation (Vorobjovs,
2002).

Learning goals split into levels: obtain education 50% and obtain education in a specific field
of interest 50%. Answers reflect that half of the students have still not decided where they will
study after finishing high school, while the other half are already purposefully implementing their
desires. Students emphasise that they are learning in order to obtain a quality education in learning
subjects of interest, to develop skills for further life and to develop creativity. Students note that in
school they gain the ability to understand life because school will not teach life’s rules and norms,
but it helps to come closer to understanding.

Students who study in the physics and programming learning programme view their priority
subjects to be mathematics — 36%, physics — 30% and programming — 23%. Meanwhile, 3% have
other priorities or still haven’t decided. They emphasise that they are good at and are interested in
priority subjects and that physics and mathematics help to explain the principles of the structure of
the world. 83% of students indicate that the choice of a learning programme is also related to
mastering the knowledge and skills of interest subjects, while 16% of students made their decision

because of their friends (Figure 1).
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Figure 1. Mathematics, physics and general knowledge and skills of students

In order to realise their needs, to achieve their set goal and to develop themselves as a
personality, students support these learning work forms: (1) independent work (in class, at home, in
extracurricular activities, in the computer and technology environment) — 86%; (2) work in groups
(develops communication and collaboration skills) — 70%; (3) individual activities (teacher guided
work) — 56%; (4) other forms — 26% (Figure 2). Some students express the opinion that all forms of
learning work are necessary and that they provide a variety of information but need to be used in
specific proportions. Students emphasise independent work for developing themselves because each
student is free to have their own interests, values, goals and decisions. Also, when learning the
content of a specific subject, various types of thought processes (Reihenova, 2018a) and different

approaches to problem solving are used (Reihenova, 2018c).

s N
Forms\of personalised learning

N

AN
N

.

independent . individual
work in groups e other forms
work activities
‘—0-11 grade 86 70 56 26

Figure 2. Forms of personalised learning (n=31)

105




DAUGAVPILS UNIVERSITATES 61. STARPTAUTISKAS ZINATNISKAS KONFERENCES PROCEEDINGS OF
RAKSTU KRAJUMS THE 615" INTERNATIONAL SCIENTIFIC CONFERENCE OF DAUGAVPILS UNIVERSITY

The content of the school’s mathematics course is easier for students to understand through
the following methods: independent work — 33%, delving into the teacher’s explanation — 63%,
classmate explanations — 13%, individual learning with teacher support — 3%. The answers of 11"
grade students (n = 49) are dominated by work in passive learning, but 12" grade students (n = 24)
note that independent learning is the only way to truly learn, in order to generate one’s own ideas
and thoughts. 12" grade student answers split into three viewpoints that could be separated into
levels: the teacher explains the content at the beginning of the topic and leads the learning process;
the teacher only leads the student into the content of the topic and the student further works
independently; the teacher explains only after the student has had a go at it, helps to develop an
overview of the topic and provides a deeper look into the topic.

Regarding the utilisation of the priority work form of inquiries (in mathematics and physics),
student opinions were similar: 52% interactive lectures, 21% independent student work, 9%
practical activities. However, less important were individual learning with a teacher, learning in a
digital environment and quiet hour (independent time). The advantages of individual learning are
still not understood by the students, they are not yet able to formulate their needs and learning
goals, or they do not see how use of the knowledge can be used in life. Individual learning guided
by a teacher provides positive reinforcement and improves or enhances a student’s interest in the

learning subject (Figure 3).

Mathematical (interest subject) learning priority work
Jorms
D :
Individual , Learningin . i
Interactive | Practical | learning Self- a digital Qluet how
sl . regulated . (independen
lectures activities with a . environmen .
learning ttime)
teacher t
| 12 grade 30 5 14 36 19 2
| 11 grade 52 9 6 21 11 4

Figure 3. Mathematical (interest subject) learning priority work forms (n=17)

Students note that learning activities should be planned to offer more complicated intellectual
work in the beginning of the day; lunchtime should be restful and include interest activities,
independent time, sports and meditation; and later work should happen in an integrated computer
and technology environment. The students themselves best know what, when and how long they
need to learn and what conditions and learning work forms are necessary for their development. The
student has the last word in the matter because it is the student who is responsible for his

performance.
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Students differ not only in their academic abilities and interests but also in the level at which
they understand explanations and are ready to move on from solving one problem to another.
Robinson emphasises that academic ability is important, but it is not the whole of human
intelligence (Robinson, 2013). A teacher helps students progress from the initial level to the next
until they reach a high level of individual work (Grant, 2014).

The goals of self-regulated learning are 39% searching and compiling information and 36%
setting goals and time planning. A student’s level of self-regulation is determined by indicators:
work guided by a teacher, teamwork planning and individual work. Multifaceted self-realisation of

personality is not possible without one’s own conscious internal self-regulation and self-direction.

4 A
Content of Mathematical subject

—_

Use of scientific and
theoretical
knowledge

Solving problem Solving practical
situations assignments

_ ‘—0—11 gl‘ade‘ 73 63 30 ‘j

Figure 4. Content of Mathematical subject (n=31)

A student more productively learns mathematical subject content on the following basis:
solving problem situations — 73%, solving practical assignments — 63%, scientific and theoretical
knowledge — 30% (Figure 4). The most essential learning activities of students are related to
creatively and logically using knowledge; they are project and research work in which the student
applies the school-taught theory to real life. Some students note that multiplicities of approaches are
necessary because a problem can be explained with theory, but the practical application of a
theoretical model can be understood by solving a problem of the model. In mathematics, students
use in-depth content to develop thinking skills — 76%, to solve creative assignments — 53%, to make
generalisations of problem situations — 43%, to solve abstract tasks at a deeper level — 33% and to
do research — 16% (Figure 5).
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Figure 5. Mathematical subject in-depth content (n=31)

To customise teaching for a student’s individual characteristics, various teaching forms and
approaches that are tested by experience are used: grouping by abilities, self-regulated learning,
learning mastery and learning in a digital environment (Geidzs, 1999; Sawyer, 2008; Ziegler, 2012).

Nowadays, there are four directions for the organisational structure of personalised learning:
abandoning the class and hour system (switching to flow learning), abandoning dominating frontal
work forms, refraining from using the common average learning speed of students, and freeing the
teacher from the organisational role of the learning process (Albano, 2015; Culatta, 2016; Geidzs,
1999; Grant, 2014; Mincu, 2012; Niss, 2002; Rudolph, 2016; Ziegler, 2012).

New tendencies can be seen in the personalised learning process: individual and flexible
division of learning work and time according to student views in relation to the gradual learning of
a separate subject or an independent part of a specific subject’s content, studying learning material
at an individual pace, choosing alternative techniques (of work form, learning material, information
resources) for learning the content of material, variable compositions of learning groups, changing
the position of the student (by choosing initiative curriculum, independent work planning and
responsibility for executing intentions), and communication and interaction with the teacher during
individual learning time (Albano, 2015; Culatta, 2016; Geidzs, 1999; Grant, 2014; Mincu, 2012;
Niss, 2002; Rudolph, 2016; Ziegler, 2012).

Self-respect and positive self-evaluation are important conditions for a student to achieve the
heights of his/her needs and the fulfilment of his abilities. Self-assessment as the purpose for
reflection is to be aware of the goals that the student has set, to enhance the learning process, to
identify performance, to make corrections to the choice of content, and to promote the development
of self-assessment skills (Grant, 2014; Hahele, 2006). Self-evaluation and a teacher’s assessment in
mathematics coincide for 70% of students. 50% of students believe that they can motivate
themselves to learn, 20% of students sometimes need external support, but 10% of students want to

receive constant external support. The main motivator is assessment. External support is necessary
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to begin work. A supportive learning environment and a student’s interest in the field of study are
determined by the student’s knowledge and level of skill learning. The student has the desire to be
happy, educated and search for the truth of life. To simply be, not exist, such is the view of students
about their life’s goal.

The task of school is to organise the learning process so that it would support the development
of each student’s personality. World experience shows that the individual development of students
is promoted by the choice and variety of learning forms: lectures, project methods, extracurricular
activities, review lessons, differentiated content courses and mandatory lessons, interest activity
groups and free time in class (individual time) (Robinsons, 2013).

The goal of personalised learning is to base the learning process on each student’s personality.
Every student in a specific age group is gifted with specific talents, the ability to learn and various
levels of motivation to learn; therefore, they should be taught differently (Albano, 2015; Grant,
2014).

The goal of free time (individual time) was for each student to set their own goal for the time
(Geidzs, 1999; Takacs, 1986), to develop a work plan and to choose resources for realising the goal,
in order to prepare for the examination. While implementing the goal of the free time, 75% of
students strengthened their basic skills in methods for solving inequalities, 29% of students solved
more complicated assignments and applied the use of the knowledge to solving an assignment in
another topic, but 8% of students developed skills to solve assignments of a higher abstraction level
(Anderson, 2001).

Student self-evaluation about free time learning and the exam evaluation coincided for 25% of
students, didn’t coincide for 41% and partly coincided for 33% (Figure 6). In turn, 33% of students
support independent learning because they can learn at their own pace and style, can learn about a
topic that interests them and can independently learn in school.

4 A
Free-time learning and the evaluation of the

€xa

coincided didn’t coincide partly coincided ‘

‘—0—11 grade 25 41 33 b

o

Figure 6. Free-time learning and the evaluation of the exam (n=31)
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The students’ goals are different in self-regulated learning time. Analysis of the results of
exam work reflects a correlation: the higher the student’s level of self-regulation is during the
learning time, the higher are the results shown in exam work. Evaluation of exam work also
coincided with the level of knowledge and skills in mathematics. Students with a low evaluation in
exam work indicate that one must learn to plan the work for learning time and to select tasks that
are diverse and of varying cognitive levels. The SOLO cognitive levels of knowing exam work
were the following (Anderson, 2001): 25% of students rated adequate, 33% rated optimal and 20%
rated high. When the SOLO cognitive level increased, the students’ performance decreased in the
criteria for every skill.

The goal of personalised learning work is to gain mastery and develop one’s own system for
learning. The mastery approach is learned throughout the whole time of the learning process and is
based on three basic conditions: the previous level of preparation, a learning process that is oriented
towards gaining mastery and the availability of assistance when it is needed (Grant, 2014; Sawyer,
2008; Ziegler, 2012).

Discussion

When a student has determined his/her learning interests and follows them, then he/she learns
for himself/herself (Helds, 2006). The personalised learning approach is individualised, creative and
focused on collaboration. Class (flow) work makes use of interactive lecture methods, discussions
and individualised learning. Thereby, teaching classes are more than the sum of separate class parts.
It is rather the coordination of teaching methods, where relationships between methods are just as
important as the methods themselves.

The usefulness of class work is based on the development of the structural outline of the topic
during the learning time. Students need both approaches because they are different. A synthesis of
both approaches is helpful; in parallel to teacher led activities (involving listening, reading and
discussion), the students compose projects and perform research with the teacher’s support about
the topics that they choose or recommend and with personally selected methods and resources.

Using various organisational forms of learning helps to evolve the thought processes of
students from collective thinking to individual thinking, which is related to a higher level of thought
operations because the student develops the skill to transfer and generalise processes (specification,
classification and abstraction) (Reihenova, 2019a).

There are many and various work forms that develop student thinking. One of them is an
interactive lecture (Reihenova, 2018b) that is a dynamic and capable of uniting within itself verbal,
graphic, symbolic and written language. Student abilities can be maximally developed in the
interactive lecture because the way in which the lecture happens could possibly develop more

creative and critical thinking. The more enhancing elements (where students can reason and work)
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are included in the lecture, the more branching will occur in their thinking structure and their
thought work will manifest itself.

This learning process enriches goals, actualises motives, provides a student with an
individually saturated use of resources, offers self-assessment criteria of results at the highest level
possible and develops theoretically based learning approaches (for the sake of cognitive relief) for
achieving the highest possible level of individual mastery (Zogla, 2001). The role of the teacher
becomes that of a facilitator of learning, where the aim is to coach learners to analyze problems and

think critically to solve them (Facer, 2016).

learning w learning

environmen organisatio
t n
thought )
process curriculum
\ learning
Process

Figure 7. Personalised learning approach

The personalised learning approach is based on the student as a personality (and on his work,
learning skills and experience) and on social needs and interests (Figure 7).

For learning to comply with a student’s needs, there must be changes to the learning
environment, the curriculum and learning forms and approaches. Thereby, the main benefits of the
transformation of learning are collaboration and the realisation of achievements and goals both in
and out of school.

Each student learns mathematical learning content at their own level, which is appropriate for
their abilities, corresponds with their interests and needs, and where there is a balance between
learning basic skills and concepts, in order to develop creativity.

Education is a complicated personal development process in which each student arrives at a
complete understanding of themselves and learns to explain their relationships with the surrounding
world. Education must be reviewed as an individual process of expanding consciousness, where
each person understands and realises himself as one part of a larger whole. The indivisible unit must
be spoken about in education — the student and the environment of his development and work, so
that the future environment of development and life would be improved by achievements in school

and education.
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Conclusions

Personalised learning is a cognitive process that is organised around the student in
observation of his needs and interests. An individual approach is realised, and individualised
learning forms are used. The student consciously makes decisions and carries responsibility for the
execution of these decisions. The learning environment and technologies are subordinate to the
learning goals and experience of the student. This all is done to achieve the highest level of mastery.

The benefits of personalised learning are associated with the participation of the student in
setting goals, learning in flows, more time for individualised learning (with a teacher or several
teachers simultaneously), lectures by specialists about integrated topics of interest, more learning
time, and learning at one’s own pace and style.

The goal of personalised learning work is to gain mastery and develop one’s own system for
learning. The most effective learning work forms according to the assessment by 11" grade students
are interactive lectures. For 12" graders it is independent work.

Each student learns mathematical learning content at their own level, which is appropriate for
their abilities, corresponds with their interests and needs, and where there is a balance between
learning basic skills and concepts, in order to develop creativity.

The mastery approach is learned throughout the whole time of the learning process and is
based on three basic conditions: the previous level of preparation, a learning process that is oriented

towards gaining mastery and the availability of assistance when it is needed.

References

Albano G., Miranda S., Pierri A. 2015. Personalized learning in mathematics. In Journal of e-Lear-
ning and Knowledge Society, VVol. 11(1), pp. 25-42. ISSN: 1826-6223, e-ISSN:1971-8829.
Albrehta D. 2001. Didaktika [Didactic]. Riga: RaKa.

Anderson L.W., Krathwohl D.R. 2001. A taxonomy for learning, teaching, and assessing: a
revision of Bloom’s taxonomy of educational objectives. New York: Longman.

Bogoslovska V., Kovalova A., Stepanova A., Sabalina S. 1978. Vispariga psihologija [General
psychology]. Riga: Zvaigzne.

Culatta R. 2016. What are you talking about?! The Need for Common Language around
Personalized Learning. (Accessed): http://er.educause.edu/articles/2016/3/what-are-you-talking-
about-the-need-for-common-language-around-personalized-learning

Facer K. 2016. Keri Facer: Schools must become future-building rather than future-proof.
https://hundred.org/en/articles/keri-facer-schools-must-become-future-building-rather-than-future-
proof

FiSers R. 2005. Macisim bérniem domat [Teaching Children to Think]. Riga: RaKa.

Geidzs N. L., Berliners D.C. 1999. Pedagogiska psihologija [Educational psychology]. Riga:
Zvaigzne ABC.

Grant P., Basye D. 2014. Personalized learning: A guide for engaging students with technology.
(Assessed): https://www.intel.com/content/dam/www/public/us/en/documents/education/k12-
personalized-learning-guidebook.pdf

Hahele R. 2006. Pasnovértéjums macibu procesa [Self-assessment in the learning process]. Riga:
RaKa.

112


http://er.educause.edu/articles/2016/3/what-are-you-talking-about-the-need-for-common-language-around-personalized-learning
http://er.educause.edu/articles/2016/3/what-are-you-talking-about-the-need-for-common-language-around-personalized-learning
https://hundred.org/en/articles/leena-krokfors
https://hundred.org/en/articles/keri-facer-schools-must-become-future-building-rather-than-future-proof
https://hundred.org/en/articles/keri-facer-schools-must-become-future-building-rather-than-future-proof
https://www.intel.com/content/dam/www/public/us/en/documents/education/k12-personalized-learning-guidebook.pdf
https://www.intel.com/content/dam/www/public/us/en/documents/education/k12-personalized-learning-guidebook.pdf

DAUGAVPILS UNIVERSITATES 61. STARPTAUTISKAS ZINATNISKAS KONFERENCES PROCEEDINGS OF
RAKSTU KRAJUMS THE 615" INTERNATIONAL SCIENTIFIC CONFERENCE OF DAUGAVPILS UNIVERSITY

Helds J. 2006. Macisanas ka konstruktivs un sist€émisks jédziens [Learning as a constructive and
systemic concept]. Riga: LU Akadémiskais apgads. [skatits 10.04.2019]. Piecjams (Accessed):
https://www.researchgate.net/publication/297386708 Plaisa_kompetences_izpratne_teorija_un_pra
kse/download

Karpova A. 1994. Personiba un individualais stils [Personality and individual style]. Riga: LU.
Likumi.lv. 2014. Izglitibas attistibas pamatnostadnes 2014.-2020. gadam [Guidelines for the
Development of Education for 2014-2020].

Mincu M.E. 2012. Personalised Learning in Japan: Personalisation of Education in Contexts: Policy
Critique and Theories of Personal Improvement, 161-174.

Niss M. 2002. Mathematical competencies and the learning of mathematics: the Danish komproject.
http://www.math.chalmers.se/Math/Grundutb/CTH/mve375/1112/docs/KOMkompetenser.pdf
OECD 2018. The future of education and skills Education 2030. https://www.oecd.org/education/
2030/E2030%20Position%20Paper%20(05.04.2018).pdf

Pipere et al., 2016. Pétnieciba: teorija un prakse [Research: Theory and Practice]. Riga: RaKa.
Reihenova A. 2018a. Vidusskolénu domasanas veidi matematikas macisands procesd. Pieejams:
Society. Integration. Education. Proceedings of the International Scientific Conference. 2018,
Volume Il, 405-418.

Reihenova A. 2018b. Self-motivated Secondary School Student in Learning Mathematics. The 60st
International  Scientific  Conference  of  Daugavpils  University.  Retrieved  from:
https://dukonference.lv/files/978-9984-14-864-9 60_konf _kraj B_Soc%20zin.pdf

Reihenova A. 2018c. Mdacibu pétnieciskas prasmes matematikas stundas vidusskola [Secondary
school students” types of thinking in learning maths]. Pieejams: http://journals.rta.lv/
index.php/PSPI/issue/view/102

Reihenova A. 2019a. Integrétas macibas matematikas un dabaszinatpu maciSanas procesa
vidusskola [Integrated Learning in the Mathematics and Natural Sciences Learning Process in High
School]. Pieejams: Society. Integration. Education. Proceedings of the International Scientific
Conference. 2019, Volume Il, 445-459.

Rubene Z. 2008. Kritiska domasana studiju procesa [Critical Thinking in the Study Process]. R.:
LU Akadémiskais apgads.

Rudolph D., Sparwald M. 2016. Personalisiertes Lernen: Ein péadagogischer Fachbeitrag.
https://www.wissensschule.de/personalisiertes-lernen-ein-paedagogischer-fachbeitrag/

Robinsons K. 2013. NE tikai AR PRATU [Out of our Minds]. Riga: Zvaigzne ABC.

Sahlberg P. 2010. Rethinking accountability in a knowledge society. Accessed: https://pasisahlberg.
com/wp-content/uploads/2013/01/Rethinking-accountability-JEC-20101.pdf

Sawyer R.K., 2008. Optimising learning implications of learning sciences research. (Accessed):
http://lwww.oecd.org/site/educeri21st/40554221.pdf

Steinberga A. 2013. Pedagogiska psihologija [Pedagogical Psychology]. Riga: RaKa.

Takacs C. A. 1986. Enjoy Your Gifted Child. New York.

Vorobjovs A. 2002. Sociala psihologija [Social psychology]. Riga: Izglitibas soli.

Zelmenis V. 2000. Pedagogijas pamati [Basics of Pedagogy]. Riga: RaKa.

Ziegler A., Phillipson S.N. 2012. Towards a systemic theory of gifted education. (Assessed):
https://www.researchgate.net/publication/263686628 Towards_a_systemic_theory of gifted_educ
ation

Zogla 1. 2001. Didaktikas teorétiskie pamati [Theoretical Background of Didactic]. Riga: Zvaigzne.

113


https://www.researchgate.net/publication/297386708_Plaisa_kompetences_izpratne_teorija_un_prakse/download
https://www.researchgate.net/publication/297386708_Plaisa_kompetences_izpratne_teorija_un_prakse/download
http://www.math.chalmers.se/Math/Grundutb/CTH/mve375/1112/docs/KOMkompetenser.pdf
https://www.oecd.org/education/2030/E2030%20Position%20Paper%20(05.04.2018).pdf
https://www.oecd.org/education/2030/E2030%20Position%20Paper%20(05.04.2018).pdf
http://journals.rta.lv/index.php/SIE/issue/view/88
http://journals.rta.lv/index.php/SIE/issue/view/88
https://dukonference.lv/files/978-9984-14-864-9_60_konf_kraj_B_Soc%20zin.pdf
http://journals.rta.lv/index.php/PSPI/issue/view/102
http://journals.rta.lv/index.php/PSPI/issue/view/102
http://journals.rta.lv/index.php/SIE/issue/view/88
http://journals.rta.lv/index.php/SIE/issue/view/88
https://www.wissensschule.de/personalisiertes-lernen-ein-paedagogischer-fachbeitrag/
https://pasisahlberg.com/wp-content/uploads/2013/01/Rethinking-accountability-JEC-20101.pdf
https://pasisahlberg.com/wp-content/uploads/2013/01/Rethinking-accountability-JEC-20101.pdf
http://www.oecd.org/site/educeri21st/40554221.pdf
https://www.researchgate.net/publication/263686628_Towards_a_systemic_theory_of_gifted_education
https://www.researchgate.net/publication/263686628_Towards_a_systemic_theory_of_gifted_education

TIESIBU ZINATNE / LAW

THE LEGAL DEFINITION OF CRYPTO ASSETS

Irina Cvetkova
Baltic Internationa Academy, Lomonosova iela 1/4, Riga, Latvia, LV-1019, cvetkova@inbox.lv

Abstract

The legal definition of Crypto Assets
Key words: bitcoin, crypto assets, cryptocurrency, token, virtual currency
Cryptocurrencies or Crypto Assets appeared due to technological progress and the evolution of money as a completely
liquid medium of exchange. Originally money fulfilled a function of exchange of goods. It was then assigned to gold as
the universal equivalent. The next stage — transition to paper money, until the emergence of electronic money. The past
ten years have seen the creation of a new class of digital instruments that are not issued by a sovereign institution or
commercial bank. Since these instruments may be used as a currency, they are variously labeled “electronic cash”,
“digital currency”, “virtual currency”, “cryptocurrency” or “Crypto Asset”. The Crypto Assets is a cryptographically
protected decentralized digital currency used as means of exchange. Due to development of new technologies and
innovations, the rate of using of cryptocurrency is rapidly increasing throughout the globe, replacing not only cash
payment and payments by bank transfer, but also electronic or virtual payments. There are more than 2524 kinds of
Crypto Assets in the world, and this data is changing every second. The law scholars have not yet reached a consensus
regarding nature and legal status of the Crypto Assets. The Crypto Asset possesses both the nature of obligations rights
and property rights, since it may be both a commodity and means of payment. In some countries the approach to
definition of Crypto Assets is different. The purpose of the article is to evaluate the legal status of Crypto Assets.
Comparative and analytical research methods are used for this research.

Kopsavilkums

Kriptoaktivu juridiskais statuss
Atslégvardi: bitkoins, kriptoaktivs, kriptovaliita, tokens, virtuala valita
Pateicoties tehnologiskajam progresam un naudas evoliicijai ir radusies kriptovaliitas vai kriptoaktivi ka absoliti likvids
apmainas Iidzeklis. Naudas sistémas attistibas pirmsakumos Vvispirms par naudu kluva prece, vélak tai tika pieskirts
universals zelta ekvivalents. Nakamais posms — parja uz papira naudu Iidz pat elektroniskas naudas rasanas bridim.
Pédgjos desmit gadus tika izveidoti jaunie digitalie instrumenti, kurus neemité valsts vai komercbankas. Ta ka
$os instrumentus var izmantot ka valitu, tie tiek dazadi apziméti ka “elektroniska nauda”, “digitala valtita”, “virtuala
valiita”, “kriptovaluta” vai “kriptoaktivs”. Kriptoaktivs ir kriptografiski aizsargats decentralizets digitalais apmainas un
norékinu lidzeklis. Pateicoties jaunu tehnologiju un inovaciju attistibai visa pasaulé kriptoaktivu izmantoSanas atrums
strauji pieaug, aizstdjot ne tikai skaidras naudas maksajumus un maksajumus ar bankas parskaitijumiem, bet ari
virtualus maksajumus. Patlaban pasaul@ ir vairak neka 2524 kriptoaktivu un Sie dati mainas ik p&c sekundes. Tiesibu
zinatnieku vidii pagaidam nav vienotas nostajas par kriptoaktivu juridisku dabu un tiesisku statusu, tai nav sniegta
legaldefinicija. Kriptoaktivam piemit gan saistibu tiesibas, gan ipaSuma tiesibas, jo tas var bat gan prece, gan
maksasanas Iidzeklis. Dazadas valstis ir atSkiriga pieeja kriptoaktivu tiesiska statusa noteikSanai un tas apgrozijuma
tiesiskajam regulgjumam. Raksta mérkis ir izvertét kriptoaktivu juridisko statusu, taja tick izmantotas salidzino$as un
analitiskas pétniecibas metodes.

Introduction

Virtual currencies or cryptocurrencies appeared due to technological progress and the
evolution of money as a completely liquid medium of exchange. Indeed, originally money fulfilled
a function of exchange of goods. It was then assigned to gold as the universal equivalent. The next
stage — transition to paper money, until the emergence of electronic money.

The past ten years have seen the creation of a new class of digital instruments that are not
issued by a sovereign institution or commercial bank, are not denominated in a sovereign unit, and

do not have physical counterparts. Since these instruments may be used as a currency, they are
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variously labeled “electronic cash,” “digital currency,” “virtual currency,” “cryptocurrencies” or
“cryptoassets”.

The new currency instrument is abstract currencies. They are currencies in the sense that they
can be exchanged peer-to-peer. They are representations of numbers, i.e., abstract objects. An
abstract currency system is a self-enforcing system of property rights over an abstract instrument,
which gives its owners the freedom to use and the right to exclude others from using the instrument.

Virtual currency is usually not a legal tender because it is not fiat currency, that is, the money
that is issued by a particular country. Virtual money that transacts within the virtual world and not
convertible to fiat currency is not, in strict legal sense, defined as virtual currency. It should also not
be confused with e-money, which is a digital transfer mechanism for fiat currency (Chuen 2015:
310). Crypto asset performs one of the most important functions inherent in money — it is the
exchange of information of the community, which recognizes it as an appeal.

Data on transactions are stored on software platform Blockchain, or distributed ledger
technology, underpins many virtual currencies, but can also be used within private, permissioned
ledger systems — versions of public and private systems may be used by financial institutions,
governments and cross-industry (lansiti et al. 2017).

Abstract currency payments are not intermediated — although they take place over the internet,
they are peer-to-peer like cash — they are settled as soon as enough system participants agree they
are valid. At the same time, a number of countries demonstrate a complete inability to respond
adequately and competently to innovations and technological progress.

A major impediment to the analysis and the formulation of clear policies for the emerging
cryptoasset and blockchain industry is the lack of clear and common terminology. A variety of
terms are used, often interchangeably and without a clear definition. Even the term cryptoasset lacks
a specific definition; it is widely employed as an umbrella term to refer to digital tokens that are
issued and transferred on DLT systems (Rauchs et al. 2018).

At the same time, a number of countries demonstrate a complete inability to respond
adequately and competently to innovations and technological progress. To resolve the legal aspects
of the crypto assets, the European Union has also faced the need to create the appropriate legal
regulation, but does not hurry with its adoption. Currently, there is no single legal definition of the
crypto assets and general legal regulation in the EU, but some countries of Europe have defined the
status of the crypto assets for taxation.

The first attempt to provide the basis for a discussion on virtual currency schemes is a
European Central Bank’s report “Virtual currency schemes”. It is important to take into account that
these currencies both resemble money and necessarily come with their own dedicated retail

payment systems; these two aspects are covered by the term “virtual currency scheme” (ECB 2012).
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The aim of the paper is to evaluate the legal status of Crypto Assets. The author analyses legal
status of Crypto Assets in different countries and Latvia, because in some countries the approach to
definition of Crypto Assets is different, the law scholars have not yet reached a consensus regarding
the nature and legal status of the Crypto Assets. Comparative and analytical research methods are
used for this paper.

Crypto assets is a type of money

In order to find out, whether a crypto asset can be considered as money, let’s find out what
money is. Money can be anything that the participants of the national economy, having previously
agreed, use as money or a universal medium of exchange. That is, money is always primarily a
social agreement. According to this view, the persons who may not be familiar with each other, and
did not even trust each other, decide to arrange their transactions in cash and non-cash money, for
example, to exchange labor, goods or services, because they consider such a trade agreement to be
the best possible option. (Camera et al. 2013: 14889).

The characteristic features of money are the following criteria:

1) Self-sufficient form of exchange value;
2) Purchasing power (exchange possibilities in the process of barter);
3) External measure of labor in monetary value.

A crypto asset cannot be money or currency in its essential sense, since money is a product of
the state. A crypto asset has no significant signs of currency. It is the state that issues money,
ensuring for them a certain value and determining the mandatory status of legal tender for payment.

A crypto asset is not a monetary means in the classical sense, since the state does not emit it,
does not determine and does not guarantee its value, as well as does not establish the obligation to
accept it as a payment.

However, some experts believe that the crypto nature is not different from the standard
currency. At the moment, cash constitutes only a small part of the economy, most of the circulation
of money occurs in electronic format, which in essence is only the data stored on a computer. The
state no longer guarantees the redemption of currency in gold. In fact, the existing monetary system
operates based on mutual trust between individuals who believe that the value of the currency will
continue in the future (including the one between financial institutions and the government).
Cryptocurrency is also based on the confidence of its users that in the future it will retain its value.
(Guttmann 2013: 123).

In the USA, crypto assets serve as a means of payment for goods and the laws provide for a
special clause that it can serve as a unit of value in which wages are paid. In turn, the Commission

for Investigation of Financial Crimes (FinCEN) reported that any fiat money exchange operations
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need to be regulated in the same way as the fiat money exchange process is a state recognized
means of payment that does not have intrinsic value and redemption (FInCEN 2013).

The Cabinet of Ministers of Japan equated crypto assets Bitcoin to the fiat money and decided
to create an appropriate regulatory framework for the full integration of cryptocurrencies in the
banking system of Japan (Nikkei 2017). Japan Financial Services Agency (JFSA) has become the
national regulator of cryptocurrency activities, which regulates the national currency emission.

The Australian Taxation Office (ATO) does not consider that cryptocurrency can have the
status of money or foreign currency, equating operations with it to barter arrangements (Australian
Government 2018).

In the early 2018, the South American country of Venezuela became the first country in the
world to declare a cryptocurrency El Petro as their primary currency (Aitken 2018). For Venezuela,
this is an opportunity to get out of the financial crisis and improve its economic situation.

Sweden also made a statement about the possibility of creating a national virtual currency E-
krona. Just last year, the government issued a report describing what this new token would look
like. At the moment, the reports state that the e-Krona will start its pilot scheme in 2019 and that it
will be implemented in 2021, but the tests may take more time and are pending public approval
(Bitcoin Exchange Guide News Team 2018).

Estonia also assessed the possibility of introducing its own cryptocurrency — Estcoin (Teffer
2017). But, unlike Sweden, which is not in the eurozone and does not conflict with the European
Central Bank, Estonia is a member of the EU and has no right to issue a national currency that could
become a competitor to the euro, as the ECB has already warned Estonia.

Thus, in some countries, crypto assets have become legal means of payment, which various
market participants recognize and accept as a means of payment along with money.

Crypto assets are a monetary surrogate

Monetary surrogates are not a means of storing values, neither do they perform the function of
the unit of account. Economists consider monetary surrogates to be legitimate financial instruments
that can be exchanged for traditional money. These include credit funds (bonds, notes, cheques,
etc.) and electronic money. Although crypto assets do not have all the characteristic features of
money, they do not have an issuer and cannot be counted as the so-called “substitute” for money.

The US Internal Revenue Service (IRS) has issued a manual on the taxation of operations
with crypto assets, including Bitcoin, taxes, according to which crypto assets are classified as:

1) currency;
2) property;
3) investment instrument (IRA Financial Group 2014).
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Since most jurisdictions do not recognize a crypto asset as an official or legal means of
payment, which is equivalent to money, it cannot be considered a money-substitute. So, for
instance, the taxation office of the Netherlands does not consider crypto assets legal tender
(International Bureau for Fiscal Documentation 2015).

Crypto assets are a type of electronic money

According to the EU e-money Directive EMD), electronic money is a monetary value, which
follows from the submitted requirements for issuers: this value must be stored in electronic form; e-
money itself must be issued to receive funds (Directive 2009/110/EC 2009). In crypto asset
systems, the unit of account has been changed. This important problem is defined by the ECB as
follows:

1) These systems rely on a certain exchange rate, which can fluctuate, since the value of a
cryptocurrency is usually based on its own supply and demand.

2) The connection with the traditional currency is lost to some extent, which could be problematic
when funds are restored, even if it can be allowed.

3) The fact that a currency is called differently (that is, not the euro, the US dollar, and so on) and
the fact that cash funds should not be repurchased at face value means that full control over the
cryptocurrency is left to its issuer, which is usually a non-profit organization.

4) Electronic money systems are governed by regulations, and the founders of electronic money
systems that issue means of payment in the form of electronic money are subject to the relevant
administrative requirements and controls. For cryptocurrency systems, the risks faced by each
type of currency are different.

Electronic money is primarily subject to operational risk associated with potential failures of
the system on which electronic money is stored. Crypto assets are not only influenced by credit and
operational risks, liquidity risks without any legal protection, but these schemes are subject to the
legal risk of uncertainty and fraud as a result of lack of regulation and public supervision.

Opponents of this point of view indicate that the main difference between a crypto asset and
electronic money is the absence of an intermediary in the calculations that verifies the payment.
Since when a crypto payment is made, the calculation is carried out from one subject to another
directly.

At the same time, a crypto asset differs significantly from electronic money: the calculations
of crypto assets occur without an intermediary that has to verify the payment, all calculations are
performed from one subject to another directly.

Crypto assets are a financial instrument

The financial instrument is any sold asset, money, securities or contractual rights to receive or

give money or any financial instrument. The Federal Financial Supervisory Authority of Germany
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(BaFin) Recognizes crypto assets as a financial instrument within the meaning of the first sentence
of part 11 of article 1 of the Banking Law. Cryptocurrency activity is not licensed, but in certain
cases (for example, for the exchange of cryptocurrencies on the stock exchange) a license must be
obtained (ZAG 2017). Also, in Bulgaria, a crypto asset is recognized as a financial instrument that
is subject to the appropriate taxes.

However, a crypto asset includes an obligation right and cannot be considered a monetary
obligation, since the relations that are included in the transaction of a crypto asset are in their
essence similar to a barter agreement. The issue of a crypto asset remains decentralized on the
computer; therefore, it does not correspond to the emission of a security. Due to the fact that each
transaction of a crypto asset creates a new unit in the chain of transactions, each member of the
payment system becomes a unique issuer. Therefore, a crypto asset is not a security, as it has no
significant attributes of securities.

While the EU is slowly trying to streamline cryptocurrency activities, a new innovative
product has appeared — ICO (Initial Coin Offerings). ICO is a software token that performs a pre-
sale to potential investors, that is, a mechanism to raise funds, according to the conditions of which
the cryptocurrency in the future is sold for the existing liquid virtual funds. ICO is a new innovative
blockchain that provides investments in production, commodity and financial projects. The report
prepared by the USA Securities and Exchange Commission (SEC) on investigation of the situation
regarding the blockchain The DAO points out that ICO tokens are equated to securities regardless of
the name and the principle of work (Diemers 2017). Thus, 1ICO tokens are a financial instrument
that presents new cryptocurrencies.

Crypto assets are a commaodity

A product is any tangible and intangible object that is used in economic terms and that its
owner exchanges for a fee. Many countries consider cryptocurrency as property or commodity, and
imposes tax on it. The Israel Tax Authority in 2017 published a circular in which the
cryptocurrency is classified as a digital unit with a nominal value that can be used for barter and
investment (The Bureau of National Affairs 2017). The US Commodity Futures Trading
Commission (CFTC) in September 2015 recognized crypto asset Bitcoin as a commodity (CFTC
2015). The state classifies crypto assets as an intangible product with a specific value for a specific
period of time.

Crypto assets are a property

In legal science, money is defined as property — an abstract, calculated value requirement
that is not property, since it is not an individual or individualizable thing. Money is recognized as
property of a certain person, which is set in circulation as a replaced item by quantity, measure,

value and other features. The crypto asset has a binding legal character with property rights that

119



DAUGAVPILS UNIVERSITATES 61. STARPTAUTISKAS ZINATNISKAS KONFERENCES PROCEEDINGS OF
RAKSTU KRAJUMS THE 615" INTERNATIONAL SCIENTIFIC CONFERENCE OF DAUGAVPILS UNIVERSITY

appear among the participants of the block-chain cryptographic system, each transaction of which

creates a new block of transactions in the chain, as a result of which the participant of the payment

system becomes an issuer.

According to the content of property rights, a crypto asset represents the subjective rights of
the subjects of legal relations and is associated with the possession, use and disposal of any
property, as well as with the material requirements that arise between the parties of the turnover in
the distribution of property or the exchange of goods, for example. Property status means that
crypto assets are subject to purchase, sale and exchange, along with any other objects of property
rights.

In the United States, a crypto asset can be qualified as property to pay federal taxes if they are
sold or if profit from capital gains is earned. In Russia, in the second reading, the draft law “On
digital financial assets” was approved, according to which a crypto asset is recognized as property
(The State Duma of the RF 2018).

In Latvia, the official opinion on the issue of crypto assets was expressed by Finansu un
kapitala tirgus komisija (The Financial and Capital Market Commission) and Valsts ieneémumu
dienests — VID (State Revenue Service). VID pointed out that cryptocurrency (crypto asset) is a
financial instrument for the value-added tax application, but for accounting and bookkeeping it is
a commodity that is accounted for like any product, setting its value in euros. For the calculation
of the income tax, it is equated to a commodity, not a financial instrument. (VID 2017).
Conclusion
1. Crypto asset as an absolutely liquid means of exchange replaces not only cash and non-cash

money, but also electronic means of payment.

2. No intermediary needed for the turnover of crypto assets (bank, e-purse and others).

3. Today, neither in the EU countries, nor in other countries of the world there is a single position
among legal lawyers on whether crypto assets can be considered money or it is a money
surrogate.

4. Resolution of this issue directly affects the future of crypto assets — whether they will receive a
state-recognized status, and how the tax authorities, the prosecutor’s office and the courts will
behave.

5. According to the content of property rights, crypto assets represent the subjective rights of the
subjects of legal relations and are associated with the possession, use and disposal of any
property, as well as with the material requirements that arise between the parties of the turnover
in the distribution of property or exchange, for example, goods.

6. It is necessary to determine the essence and nature of crypto assets, their legal status and

functions, along with cash and electronic money.

120



DAUGAVPILS UNIVERSITATES 61. STARPTAUTISKAS ZINATNISKAS KONFERENCES PROCEEDINGS OF
RAKSTU KRAJUMS THE 615" INTERNATIONAL SCIENTIFIC CONFERENCE OF DAUGAVPILS UNIVERSITY

7. The emergence of decentralized systems and crypto assets has led to evolutionary changes in
the international legal system.

8. Legal science is on the threshold of creating a theory of crypto assets.
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Abstract

Issues of commensurate compensation
Key words: compensation, loss, commensurate compensation, infringement of rights, effective right protection
Compensation for losses in the Latvian law is primarily regulated by the third sentence of Section 92 of the Constitution
of the Republic of Latvia, namely, everyone, where his or her rights are violated without basis, has a right to
commensurate compensation. It is reasonable to distinguish between compensation claims against private persons
within the framework of the civil and criminal procedure and compensation claims against the state which, in turn, are
regulated within the framework of the administrative procedure.
It should be admitted that the issues of commensurate compensation are often analyzed in the case-law and it should be
partly agreed with the position of the Supreme Court of the Republic of Latvia, namely, that a number of principles
should be distinguished in determining the compensation. In order for the compensation to be commensurate in
accordance with Section 92 of the Constitution of the Republic of Latvia, it must be an effective remedy (see Paragraph
8 of the Judgment of 1 March 2007 in case No. SKA-54/2007). The concept “commensurate compensation” means that
the compensation must be fair. The compensation must give satisfaction to the person whose rights have been infringed
(see Paragraph 16 of the Judgment of 18 February 2011 in case No. SKA-161/2011).
However, according to the author, the effectiveness of the remedy and commensurate compensation are the concepts
that do not overlap often. Rights can be effectively protected, but whether the protection is fair, proportionate and,
finally, commensurate, and how to prove it, or how to determine the amount of compensation, these issues are left open
to the case-law. Although legal literature states that the remedy that provides effective legal protection for a particular
infringement of rights makes difference, compensation is usually understood in monetary terms, but the understanding
of each person on the amount of money that brings satisfaction is unequivocal and even incomparable.

Kopsavilkums

Atbilstiga atlidzinajuma problematika
Atslegvardi: atlidziba, zaudejumi, atbilstigs atlidzinajums, tiestbu aizskarums, efektiva tiestbu aizsardziba
Zaudgjumu atlidziba Latvijas tiesibas ir primari reguléta ar Latvijas Republikas Satversmes 92. panta treso teikumu,
proti, nepamatota tiesibu aizskaruma gadijuma ikvienam ir tiesibas uz atbilstigu atlidzinajumu. Ir pamats noskirt
atlidzibas prasibas pret privatpersonam civilprocesa un kriminalprocesa ietvaros, un atlidzibas prasibas pret valsti,
kuras, savukart tiek regul€tas administrativa procesa ietvaros.
Jaatzist, ka atbilstiga atlidzinajuma problematika tiek biezi analizeta judikatira un ir dal&ji japiekrit Latvijas Republikas
Augstakas tiesas nostdjai, proti, ka ir noskirama virkne principu, kas ir jaievero atlidzinajuma noteikSana. Lai
atlidzinajums biitu atbilstigs Latvijas Republikas Satversmes 92. panta izpratng, tam ir jabut efektivam tiesiskas
aizsardzibas lidzeklim (sk. 2007. gada 1. marta sprieduma lieta Nr. SKA-54/2007 8. punktu). JEdziens atbilstigs
atlidzinajums nozimé, ka atlidzinajumam ir jabut taisnigam. Atlidzinajumam ir jasniedz gandarjjums personai, kuras
tiesibas ir tikusas aizskartas (sk. 2011. gada 18. februara sprieduma lieta Nr. SKA-161/2011 16. punktu).
Tacu autores prat tiesiskas aizsardzibas efektivitate un atbilstigs atlidzinajums, biezi vien nav jédzieni, kuri parklajas.
Tiesibas var biit efektivi aizsargatas, bet vai dota aizsardziba ir taisniga, samériga un visbeidzot atbilstiga un ka to
pieradit, vai ka noteikt atlidzinajuma apmeru, jautajumi judikatira tiek atstati atklati. Kaut ar7 juridiskaja literatora ir
minéts, ka iz8kiross ir tie$i atlidzinajuma Iidzeklis, kur§ nodroSina efektivu tiesisko aizsardzibu konkrétajam tiesibu
aizskarumam, visbiezak atlidzinajums tiek saprasts naudas izteiksmé, bet katras personas izpratne par naudas apmeru,
kurs rada gandarijumu, viennozimigi ir atSkirigs un pat nesalidzinams.

Introduction

Compensation for losses in the Latvian law is primarily regulated by the third sentence of
Section 92 of the Constitution of the Republic of Latvia, namely, everyone, where his or her rights
are violated without basis, has a right to commensurate compensation. It is reasonable to distinguish
between compensation claims against private persons within the framework of the civil and
criminal procedure and compensation claims against the state which, in turn, are regulated within
the framework of the administrative procedure. The goal of this article is to analyze the fulfilment
of the concept “commensurate compensation” and the issues related to the understanding,

translation and application of this concept, thus also identifying problems.
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Materials and methods

This article includes the analysis of the concept “commensurate compensation”, which is
found in literature, case law and publications of authors of various fields of law, the analysis will be
carried out using a theoretical justification method, by the help of which the doctrine of rights will
be analyzed, and an analytical method; besides, legal provisions and the opinions of different
authors, as well as legal regulation in terms of regulatory acts and legal literature will be compared,
an analysis and a summary will be carried out using a descriptive method.

Main part of the article

It should be admitted that the issues of commensurate compensation are often analyzed in the
case-law and it should be partly agreed with the position of the Supreme Court of the Republic of
Latvia, namely, that a number of principles should be distinguished in determining the
compensation. In order for the compensation to be commensurate in accordance with Section 92 of
the Constitution of the Republic of Latvia, it must be an effective remedy (see Paragraph 8 of the
Judgment of 1 March 2007 in case No. SKA-54/2007). A concept “commensurate compensation”
means that the compensation must be fair. The compensation must give satisfaction to the person
whose rights have been infringed (see Paragraph 16 of the Judgment of 18 February 2011 in case
No. SKA-161/2011). Therefore, compensation may not be disproportionately low in a democratic
and legal state (see Paragraph 18 of Case No. SKA-104/2010 2010 of 16 February 2010).

However, when studying the concept of commensurate compensation and, in general, the
third sentence of Section 92 of the Constitution of the Republic of Latvia, it is reasonable to
conclude that the understanding of commensurate compensation is usually considered from a
financial point of view, however, it is worth to pay attention to the fact that the concept
“commensurate compensation” is not only about finances, because justice can be achieved and
satisfaction can be given to a person whose rights have been infringed also by intangible means.
Thus, the author wishes to draw attention to the fact that infringement of rights and compensation
cannot be considered as a source of profit.

A similar point of view can be found in several rulings of the European Court of Human
Rights, for example, there is a ruling that expressly states that the court for the purposes of
determining a fair compensation has distinguished between cases where the applicant has suffered
physical or psychological trauma, agony, anxiety, dissatisfaction, pain and suffering, sense of
injustice or humiliation, prolonged uncertainty, destruction of life, or a real loss of opportunities and
the cases where the applicant suffered damage on a smaller scale; a public recognition expressed as
a judgment binding to the Member State is in itself a strong form of compensation. (see the
judgment of the European Court of Human Rights of 18 September 2009 in joined cases “Varnava”
and Others v. Turkey, application No. 16064/90, 16065/90, 16066/90, 16068/90, 16069/90,
16070/90, 16071/90, 16072/90 and 16073/90)
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Thus, the court has concluded that often recognition of the circumstance itself — due to which
the rights were infringed — as inappropriate or invalid already provides satisfaction to the person,
besides, in such a case also other members of society are also protected to greater extent from
repeated infringement of rights; contrary to cases where a compensation is simply determined to a
person in monetary terms and the situation is not considered on a larger scale assessing the
appropriateness of the process infringing the rights and the possibility to remedy it. In the above
ruling, the strict boundary between the desire to obtain financial satisfaction and profit and the
desire to receive recognition of the fact that the rights were infringed is established very well.

The author largely agrees with E. Danovskis analysis and understanding of the concept in the
area of administrative law, namely, expressions of commensurate compensation are extremely
diverse, as this wording refers to any unjustified infringement of rights. There is no complete list of
commensurate forms of compensation, however, the examples of practice summarized in the
commentary of the UN International Covenant on Civil and Political Rights and the European
Convention for the Protection of Human Rights and Fundamental Freedoms can help gain insight
into the content of this concept. Thus, the commentary on Section 2 of the UN International
Covenant on Civil and Political Rights indicates that remedies may be conditionally divided as
follow: restitution, compensation, rehabilitation, satisfaction, guarantees of no repetition (Danovskis
E. 2014, p. 231.-232.).

Taking into account the foregoing, it can be clearly concluded that it is misleading to attribute
merely monetary aspect to the concept “commensurate compensation”. Besides, if, however, the
aspect of the concept “commensurate compensation” that includes monetary expression should be
considered, one of the most striking problems is quantification, assessing and, of course, proving.
According to the author, the above problems could be less if we had common understanding of the
concept itself. However, there have also been suggestions to abandon the various versions of the
concept, to change or replace them, as it was done with the concept “compensation for non-material
damage”, offering instead of it a concept “consolation money” (Torgans K. 2014, p. 121-136), but
according to the author, the concept itself can be changed or kept, it would not change essentially
anything unless the concept is fulfilled with a common content and meaning, as it is with the
concept “commensurate compensation”. There is a need for clarification and common position not
only in the case-law or in the works of some authors, but in the regulatory framework. Similarly, in
previous articles, the author has acknowledged the need for appropriate harmonization of the
terminology included in the legislation of the Republic of Latvia, thus ensuring legal clarity. At the
same time, it would facilitate the work of those persons who apply the relevant laws and regulations
and would not raise doubts about the proper interpretation of the terms used in regulatory

enactments. Thus, it should be noted that a consistent terminology is essential and without
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significant justification the change of the terms can cause countless problems in the application of
the regulatory enactment, as well as create unforeseen legal restrictions.

The most striking issue in the understanding of the concept “commensurate compensation” is
the inconsistent fulfilment of the concept itself. Case law is changeable and, as there are diverse
cases, it changes its position, but the concepts and their fulfilment cannot be so flowing and
changeable. The concept needs to have a core, which, of course, can get covered over time with
some additions as the time passes and society, science and law develop in general.

Results and conclusions

The author is of the opinion that the effectiveness of legal remedies and commensurate
compensation, as well as many other concepts that are mentioned chaotically as to their meaning,
are often not concepts that overlap. Rights can be effectively protected, but whether the protection
given is fair, proportionate and, finally, commensurate and how to prove it, or how to determine the
amount of compensation, how to choose the remedy and its form, these issues are left open in the
case-law. Although legal literature states that the remedy that provides effective legal protection for
a particular infringement of rights makes difference, compensation is usually understood in
monetary terms, but the understanding of each person on the amount of money that brings
satisfaction is unequivocal and even incomparable. Besides, the understanding of commensurate

compensation as a concept having merely financial meaning is incorrect.
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Abstract

The role of municipalities in promoting cooperation in the field of the protection of children’s rights
Key words: law, priority of children’s rights, parental responsibility, interinstitutional cooperation
In Latvia, the competence of the state in the field of the protection of children’s rights includes the formulation of the
policy on the protection of children’s rights and the monitoring and control of related compliance.
The principles of the protection of children’s rights are laid down in the Law on the Protection of Children’s Rights, and
they are as follows: the rights and best interests of the child take priority in lawful relations that affect the child. The
rights and best interests of the child must be a primary consideration in any actions affecting the child, regardless of
whether these actions are performed by state or municipal authorities, public organisations or other private individuals
and legal entities, courts and other law enforcement authorities. The rights of the child should be protected by means
of cooperation with families, state and municipal authorities, public organisations and other private individuals
and legal entities.
It has been increasingly observed that certain duties are delegated to local municipalities, which often have only limited
funds to finance social services for families with children and out-of-family care services. The competence of
municipalities includes the consideration of matters related to violations of the rights of the child, the administration of
social services and the functioning of child care institutions etc. Given that, these are just some of the areas in which
municipalities must take part in and carry out the responsibilities delegated to them by the state, the aim of this study
is — to ascertain how efficiently, qualitatively and in accordance with the best interests of the child, the municipalities
are dealing with these responsibilities.
Research methods used: data collection method (case analysis) and statistical data processing method (analyzed,
evaluated and interpreted numerical data sets).

Kopsavilkums

Pasvaldibu loma sadarbibas veicinasana bérnu tiesibu aizsardzibas joma
Atslegvardi: likums, bérna tiesibu prioritate, vecaku atbildiba, starpinstitiiciju sadarbiba
Bérnu tiesibu aizsardzibas joma Latvija valsts kompetencg ietilpst bérnu tiesibu aizsardzibas politikas izstrade, ka arT
normativo aktu tiesiska reglamenta ievéroSanas uzraudziba un kontrole.
Bérnu tiesibu aizsardzibas principi ir noteikti Bé&rnu tiesibu aizsardzibas likuma un, proti, tie ir — tiesiskajas attiecibas,
kas skar bérnu, bérna tiesibas un intereses ir prioritaras. Visam darbibam attieciba uz bérnu neatkarigi no ta, vai tas veic
valsts vai paSvaldibu institiicijas, sabiedriskas organizacijas vai citas fiziskas un juridiskas personas, ka arT tiesas un
citas tiesibaizsardzibas iestades, prioritari ir janodroSina b&rna tiesibas un intereses. Bérna tiesibu aizsardziba
istenojama, sadarbojoties ar gimeni, valsts un pasvaldibu institiicijam, sabiedriskajam organizacijam un citam
fiziskajam un juridiskajam personam.
Aizvien vairak ir vérojama izteikta pienakumu delegéSana vietejam pasvaldibam, kuram biezi ir loti ierobeZoti finansu
lidzekli socialiem pakalpojumiem gimené€m ar bérniem un arpusgimenes apripes pakalpojumu sniegSanai. Pasvaldibu
kompetencg ietilpst ar bérnu tiesibu parkapumiem saistitu jautajumu izskatiSana, socialo pakalpojumu administrésana,
bérnu apripes iestazu funkcion€Sanas nodrosinasana utt. Nemot veéra to, ka tas ir tikai dazas no jomam, kuras
pasvaldibam ir janem daliba un javeic pienakumus, ko tai ir deleggjusi valsts, §1 pétijuma mérkis ir — noskaidrot cik
efektivi, kvalitativi un atbilstosi bérna vislabakajam interesem, pasvaldibas tiek gala ar Siem pienakumiem.
Izmantotas p&tijjuma metodes: datu vakSanas metode (situacijas analize) un statistiska datu apstrades metode (analizeti,
verteti un interpreteti skaitlisku datu kopumi).

Introduction
In Latvia, according to laws, the protection of children’s rights falls within the competence of
many state or municipal authorities or public organisations and other private individuals or legal

entities that provide support and assistance to children and families.
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The Law on the Protection of Children’s Rights lays down one of the fundamental principles
defined in the UN Convention on the Rights of the Child, whereby the best interests of the child
must be a primary consideration in any actions.

The Law on the Protection of Children’s Rights [1], hereinafter — the LPCR, enshrines the
principles of protection of the rights of the child and defines that the rights and best interests of the
child take priority in lawful relations that affect the child.

This article specifically focuses on matters related to interinstitutional cooperation, when it is
necessary to introduce social corrections or implement a social assistance programme for children
who have committed crime or carried out actions that are likely to lead to unlawful acts.

To achieve the purpose of the research, the following tasks were set: to analyze normative
acts defining the responsibilities of local governments for promoting cooperation in the field of
protection of children’s rights; to conduct a situation analysis in interinstitutional cooperation; to
perform statistical data processing (to analyze, to rate and interpret a set of numerical data).

Main part of the article

The rights of the child should be protected by means of cooperation with families, state and
municipal authorities, public organisations and other private individuals and legal entities. The
organisation of interinstitutional cooperation and the procedure for protecting the rights of the child
are laid down in Cabinet Regulation No 545 of 12 September 2017 on Interinstitutional
Cooperation in the Protection of Children’s Rights [2]. The goal of this Regulation is to ensure that
institutions protect children’s rights within their respective competence and following their
purposes by means of cooperation groups established for the protection of children’s rights’ and the
Cooperation Council for Children?.

The role of municipalities and their institutions in the safeguarding and exercise (protection)
of children’s rights is extremely important and essential. The significance of this role is enshrined in
both international and national laws; for example, Article 15(1) of the Law on Municipalities [3]
lists autonomous functions of municipalities, and some of them concern the protection of children’s
rights directly, namely municipalities must:

— provide education of the public, i.e. ensure certain rights of citizens to acquire primary and
general secondary education; ensure children of pre-school and school age with places at

L A cooperation group is a consultative collegiate body set up by a municipality, which is operating in the
administrative territory of a respective municipality or city. A municipality or city may have several cooperation
groups, or several municipalities may set up one common cooperation group. In such cases, the territory covered by
every cooperation group must be determined.

2 The Cooperation Council for Children is a consultative collegiate body, whose objective is to facilitate uniform
understanding that the principle of priority of the best interests of the child must be respected in municipal and state
policies and to promote concerted efforts of institutions, including cooperation groups, in the field of the protection of
children’s rights. The Cooperation Council for Children is set up, their objectives and composition are determined and
their rules are approved by the minister for welfare.
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training and educational institutions; provide organisational and financial assistance to
extracurricular training and educational institutions and education support institutions, etc.
(Article 15(1)(4));

— ensure social assistance (social care) of citizens (social assistance for low-income families and
socially disadvantaged persons, ensure places for old people at old-age homes, ensure places
for orphans and children without parental care at training and educational institutions, provide
overnight shelters for the homeless, etc. (Article 15(1)(7));

— ensure guardianship, trusteeship, adoption and the protection of the moral and economic rights
and interests of children (Article 15(1)(8));

— implement the protection of the rights of the child in a relevant administrative territory (Article
15(1)(23)).

The LPCR also refers to and stresses the significance and importance of municipalities;
namely, according to the law, municipalities must: provide assistance and support to families with
children, guaranteeing shelter, warmth and clothing and nutrition appropriate to child’s age and
state of health, for each child residing in the municipality’s territory; provide out-of-family care for
children who temporarily or permanently do not have a family or who, in their own interests, should
not be left in the relevant family; ensure the right of the child to general secondary education and
provide them with assistance in vocational training; organise primary health care for mothers and
children; organise parental education; provide pre-school and extracurricular child institutions and
public libraries, organise children’s recreation; draw up and implement programmes for street
children; carry out other measures safeguarding the rights of the child.

Equally important is the role of municipalities in the organisation of crime prevention or
interinstitutional cooperation, when institutions must introduce social corrections® and implement a
social assistance programme for children who have committed crime or carried out actions that are
likely to lead to unlawful acts.

Article 58(1) of the LPCR lays down that work with children for crime prevention is carried
out by municipalities in collaboration with the parents of children, educational institutions, the State
Police, the State Probation Service, if the child is a probation client, public organisations and other

institutions.

® A municipality keeps a prevention file and draws up a programme for social correction of behaviour for each child
who: has committed a criminal offence and is not in detention during the pre-trial investigation period; is found guilty
of a criminal offence, but whose penalty does not involve deprivation of liberty; is released from criminal liability; is
released from a prison or penal institution; has committed unlawful acts referred to in the Criminal Law prior to
attaining the age of 14 years; has committed unlawful acts referred to in the Administrative Violations Code more than
twice; is a beggar or vagrant or carries out other actions that are likely to lead to unlawful acts.

129



DAUGAVPILS UNIVERSITATES 61. STARPTAUTISKAS ZINATNISKAS KONFERENCES PROCEEDINGS OF
RAKSTU KRAJUMS THE 615" INTERNATIONAL SCIENTIFIC CONFERENCE OF DAUGAVPILS UNIVERSITY

With a view to fulfilling the aforementioned duties, municipalities must set up in their
relevant territories cooperation groups®, which would comprise representatives of the following
authorities: municipal police or the State Police®; municipality’s social service; municipality’s
education board or an education specialist; family court. The competence (objective) of cooperation
groups is as follows:

— to consider individual cases related to a potential infringement of the rights of the child if quick
response or cooperation among several institutions is necessary or if a relevant situation cannot
be resolved by a single institution or has not been resolved over a long period,;

— to analyse the existing situation in the field of the protection of children’s rights and submit
suggestions to municipalities regarding the formulation of a municipality’s or city’s programme
on the protection of children’s rights, including measures required for the improvement of the
interinstitutional cooperation system and for concerted and coordinated cooperation among
institutions;

— to present suggestions to the Ministry of Welfare for the improvement of laws and the
enhancement of cooperation in the field of the protection of children’s rights. The Ministry of
Welfare hands these suggestions over to the Cooperation Council for Children for
consideration;

— to inform the public (local residents) about topical issues concerning the protection of
children’s rights.

The rules of a cooperation group determine the procedure for implementing interinstitutional
cooperation by the group. It should be noted that the current version of Article 58 of the LPCR has
been in force since 2000; however, a regulation requiring that cooperation groups or commissions
set up by municipalities (one or the other or both) have their own rules, which must be published on
the relevant municipality’s website (by 1 December 2017) was adopted and entered into force only
at the end of 2017, which was, in fact, only after llona Kronberga [4], former Head of the State
Inspectorate for Protection of Children’s Rights, had indicated that such a regulation would be
necessary, and namely: “The facts are that interinstitutional cooperation for the protection of
children is not sufficient or is so weak that it is only aimed at the exchanging of piles of paperwork
among institutions rather than any real joint work in the interests of specific children and families.
The time has come for amending the Law on the Protection of Children’s Rights to formulate a

Cabinet regulation that could be named “Procedure whereby entities involved in the protection of

* On the initiative of members of a cooperation group, representatives of the following authorities and institutions may
be invited: educational institutions; child care institutions; prisons; municipality's pedagogical and medical commission;
municipality's administrative commission; the State Probation Service; the State Police; non-governmental
organisations.

® If a municipality has no municipal police or has not delegated the duties of municipal police to another municipality.
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children’s rights cooperate in the interinstitutional environment in the best interests of the child”.
This procedure would define duties of every party concerned and their responsibility for any failure
to fulfil their duties .

Such a document should be of great importance because it should define guidelines (general
rules) for the successful, effective and constructive interinstitutional cooperation, taking account of
the best interests of the child; however, as the analysis of practical experience of municipalities has
revealed, only 47 municipalities of total 110 municipalities (based on websites all of 110
municipalities by 9 May 2018) have such rules of a cooperation group or commission published,
while no such rules are available (published) on the websites of 63° municipalities. The derogation
here is that, the author has performed the processing and interpretation of the data obtained as a
percentage, which means that by expressing these data obtained in percentage terms — 43% of
municipalities have performed these duties mentioned in the regulatory enactments, while
57% of municipalities have not done so. This leads to a conclusion that municipalities have not
attached great importance to this matter (field), neither have they used their resources (specialists of
institutions and other specialists, financing, etc.) to achieve, as effectively as possible, the required
level of interinstitutional cooperation safeguarding the rights and priorities of the child.

In addition, in the light of the foregoing and available statistical data, it should be concluded
that the main problems related to the protection of children’s rights are associated with
unsatisfactory prevention efforts, i.e. children are taken into care too late. Overall, the country needs
child social workers. Some social workers dealing with children lack adequate qualifications and
knowledge. In small municipalities, the social worker’s functions are often delegated to employees
who are not trained for this purpose and are merely combining their official roles.

Accordingly, the problem existing at municipality level is the training of municipal staff [5],

namely staff training programmes’. Specialists must complete a training programme of 40

academic hours in order to acquire special knowledge in the field of the protection of children’s

rights. Specialists who have completed the programme are issued certificates, and they are
considered to be qualified and to have improved their professional knowledge about the protection

of children’s rights. These hours are not and cannot be regarded as sufficient to recognise that

® These municipalities are: AdaZi; Aglona; Aizpute; Aloja; Alilksne; Amata; Ape; Auce; Babite; Baldone; Baltinava;
Bauska; Beverina; Brocéni; Cibla; Dagda; Dundaga; Durbe; Engure; Grobina; lecava; Ikskile; Jaunjelgava;
Jaunpiebalga; Jaunpils; Kegums; Kocéni; Koknese; Krimulda; Kraslava; Kuldiga; Ligatne; Lubana; Madona; Malpils;
Nereta; Skriveri; Skrunda, Smiltene, Vainode; Valka; Varaklani; Vecumnieki; Ventspils, etc.

" Training programmes were approved by the State Inspectorate for Protection of Children’s Rights on 2 November
2015, No 1-8/2538. The programmes have been drawn up in accordance with Article 5*(2) of the Law on the Protection
of Children's Rights and requirements set out in Cabinet Regulation No 173 of 1 April 2014 on the Procedure for
Acquiring Special Knowledge in the Field of the Protection of Children’s Rights and the Content and Scope of this
Knowledge. This regulation sets forth the procedure whereby specialists of state and municipal institutions who are
considering cases related to the protection of children’s rights (hereinafter — specialists) acquire special knowledge in
the field of the protection of children’s rights and the content of this knowledge.

131



DAUGAVPILS UNIVERSITATES 61. STARPTAUTISKAS ZINATNISKAS KONFERENCES PROCEEDINGS OF
RAKSTU KRAJUMS THE 615" INTERNATIONAL SCIENTIFIC CONFERENCE OF DAUGAVPILS UNIVERSITY

a person is specialised in the field of the protection of children’s rights and able to work with
minors. It is also noteworthy that employees who have completed the training admit that these
hours are neither sufficient nor of proper quality so that they might be able to assume such a
major responsibility in the interests of minors effectively and to the highest standards.

The author has already identified several key questions that will have to be answered at both
municipal and state level over time, such as: What was the real situation regarding
interinstitutional cooperation from 2000 to the end of 2017? How are the duties (tasks) divided
between the members of this team (municipal institutions)? Are interinstitutional meetings being
held with sufficient frequency? Is any information being aggregated about the team’s activities to
achieve the goal and in their work with families? How is interinstitutional cooperation being
implemented at present? How successful/unsuccessful is it? What factors prevent successful and
effective cooperation? Finally, are a minor’s rights, duties and interests respected in all cases
(when a social correction and social assistance programme for minors is in place)?

It is essential to conduct an analysis and research (of practical experience or reality) in this
field and answer the above questions because it is the only way to understand where work should be
focused, priorities should be set and the state, including municipalities, should go in order to
ensure the protection of children’s rights and, above all, implement the national family policy
“Natural family as a value and state priority” in Latvia. It should also be noted that municipalities
represent the first stage, they are the ones assuming hard work to achieve that children grow up in
their families and are not separated from them. Therefore, the more successful efforts municipalities
will make (which also refers to tasks delegated by the government), the more likely it will be that
the interests and priorities of the child are respected at the highest level and in line with the best
interests of the child.

Conclusions

The main problem at national level is that several non-interrelated institutions of different
levels deal with matters related to children’s rights, social security, education, employment, etc.
Institutions are focused on children in crisis situations and dysfunctional low-income families
rather than healthy families, thereby dealing with consequences and their elimination.

It is clearly evident that certain duties are delegated to local municipalities, which often have
only limited funds to finance social services for families with children and out-of-family care
services. Effective out-of-family care cannot be achieved as the national financing system in
this area is divided between state and municipal services, and it is ineffective. For instance,
specialised child care centres for children with special needs are financed by the state, while
orphanages (shelters) for children whose parents are not able to provide care are financed by
municipalities. As a result of institutional problems, the integration of institutionalised
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children into society after they attain majority is difficult because they are not prepared
sufficiently for independent life, and municipalities are not always able to provide these
children with comfortable homes.

The state has no unified coordination mechanism in place to streamline policies formulated
and implemented and measures carried out in different sectors with the protection of the interests of
the family and the provision of required support. As a result, institutions’ functions are overlapping
or are not executed because they are regarded as those of another institution. [6]

Although major reforms in the field of the protection of children’s rights have been
introduced, several laws have been adopted and amended, case-law has been developed, etc.,
the existing system established for the protection of children’s rights is still functioning
ineffectively. This ineffectiveness can be observed at both state and municipal level, which is also
evidenced by various data, such as information aggregated for the year 2017 about child birth,
mortality, age structure, health, education, social protection, use of information technologies,
violence against children and children in trouble with the law in the data collection “Children in
Latvia” (“Bérni Latvija”) [7] published by the Central Statistical Bureau of the Republic of Latvia,
a research “Analysis of the situation existing in Latvia in the field of the protection of children’s
rights with respect to children taken into out-of-family care and children who are at risk of losing
their family care” [8] ordered by SOS Children’s Villages Latvia (Latvijas SOS Bérnu ciematu
asocidacija) in 2009, a report “Summary of the work of family courts 2017 (“Par barintiesu darbu
2017. gada kopsavilkumu”) [9] drawn up by the State Inspectorate for Protection of Children’s
Rights.
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Abstract

The dual nature of patient legal protection in the medical treatment risk fund
Key words: compensation, dual nature, fund, harm, patient
A patient claim for harm related to medical treatment and compensation for this harm has a civil nature. Still the patient
may employ their legal protection for harm related to medical treatment in two ways — in a civil procedure in court and
in an administrative procedure in the Medical Treatment Risk Fund (hereinafter — the Fund). When creating the Fund in
Latvia, the understanding of it that exists in the world practice has been transformed.
No consensus exists in the legal practice and the legal science on the use of the patient protection measures — the court
or the Fund. Since the laws and regulations do not provide a clear answer, different interpretations of the use of these
measures are possible — turning to court and the Fund in a different order, as well as their alternative application. The
opinion expressed in the legal science on the Fund as an obligatory pre-trial stage is not supported unequivocally.
The principles for patient compensation from the Fund provided for in the laws and regulations violate the patient’s
right to legal protection in case of harm related to medical treatment. These drawbacks of the laws and regulations are
also confirmed by the legal practice that has formed in relation to this issue.

Kopsavilkums

Pacienta civiltiesiskas aizsardzibas dualais raksturs Arstniecibas riska fonda
Atslegvardi: atlidziba, dualais raksturs, fonds, kaitéjums, pacients
Pacienta prasibai par kait€jumu arstnieciba un atlidzibai par So kait€jumu ir civiltiesisks raksturs. Tomér pacients savu
civiltiesisko aizsardzibu par kait€@jumu arstnieciba var istenot divos veidos — gan civilprocesuala kartiba tiesa, gan
administrativi tiesiska kartiba Arstniecibas riska fonda (turpmak teksta — Fonds). Veidojot Fondu Latvija, tika
transforméta ta pasaules praks€ pastavosa izpratne.
Juridiskaja praksé un tiesibu zinatn€ nav vienpratibas par pacienta stenojamo aizsardzibas lidzeklu — tiesas vai Fonda,
piclietojumu. Normativajam reguléjumam nesniedzot skaidru atbildi, iesp&jami dazadi pielietojuma interpretacijas
varianti — gan tiesas un Fonda dazads secigums, gan to alternativs pielietojums. Nav viennozimigi atbalstams tiesibu
zinatn€ paustais viedoklis par Fondu ka obligatu pirmstiesas posmu.
Normativaja reguléjuma noteiktie principi pacienta atlidzibai no Fonda aizskar pacienta tiesibas uz civiltiesisko
aizsardzibu arstniecibas kaitdjuma gadijuma. Sos normativa reguljuma trikumus apliecina ari izveidojusies minéta
jautajuma juridiska prakse.

Introduction

Patient compensation for harm related to medical treatment has a civil nature which can also
be implemented in an administrative legal procedure in the Medical Treatment Risk Fund
(hereinafter — the Fund). When creating the Fund in Latvia, the understanding of it that exists in the
world practice has been transformed. Since the laws and regulations do not provide a clear answer,
different interpretations of their application are possible — different order of the court and the Fund,
as well as their alternative application. The principles for patient compensation from the Fund
provided for in the laws and regulations violate the patient’s right to legal protection in case of harm
related to medical treatment. These drawbacks of the laws and regulations are also confirmed by the
legal practice that has formed in relation to this issue.

The purpose of the article is to analyse the dual nature of patient legal protection in the Fund,
find out the problems related to this issue and offer specific solutions. The semantic, grammatical,
historical, comparative, analytical, systemic, and theleological research methods were used for the

preparation of the article. Having explored the dual nature of patient legal protection in the Fund,
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improvements are offered for this issue by considering a change in the interpretation of particular
issues and designing specific implementable proposals.
Meaning of the medical treatment risk fund in patient civil protection

The legal relations in medical treatment are contractual, i.e. they involve a multilateral
transaction and a bilateral contract where the parties have equal rights (Civillikums 1993: 1403.,
1427., 1511., 1512.p.). If a patient incurs harm during treatment, this is considered a delict
(Civillikums 1993: 1635.p. 1.d.), regardless of the competition between delictual and contractual
liability (Civillikums 1993: 1635.p. 1.d., 1587.p., 1812.p.; Bitans 1997: 96; Cakste 2011: 190, 191)
that exists in this situation. The patient is entitled to a civil claim for reimbursement, which is
secured in the international and national rules of law (Konvencija par cilvéktiesibu un cienas
aizsardzibu biologija un medicina 1997: 24.p.; European charter of patients’ rights 2002: a.14; Par
pacientu tiesibu pieméro$anu parrobezu veselibas apriupé 2011: 1.p., 3.p.d), 4.p. 2.d.c); Pacientu
tiesibu likums 2009: 16.p. 1.d.).

The laws and regulations provide for two ways of implementing patient claims to be satisfied.
On the one hand, a patient has the right to apply to court via a civil procedure (Civillikums 1993:
1732.p.); on the other hand, they can apply via an administrative procedure to the Fund (Pacientu
tiesibu likums 2009: 16.p. 2.d., 17.p. 2.d.; Medicinas tiesibas 2015: 331). Violated civil rights can
be defended not only by the court but also by a state and municipal institution if the law explicitly
provides the subject with such right to choose an institution of defence (Civilprocesa likuma
komentari 2011: 76, 78), which is thus in line with the legal system.

Compensation from the Fund is paid to the patient for culpable harm which results from a
culpable action of a medical practitioner or circumstances during treatment (Pacientu tiesibu likums
2009: 16.p. 1.d.; Arstniecibas riska fonda darbibas noteikumi 2013: 12. 2.pk.) for which the medical
practitioner or the medical institution is responsible. Author cannot agree with the opinion that the
fault or culpability of medical practitioners is not established in this process (Liepins, Vétra, Joksts
2018: 31; ARTS | 2017: 7.pk.; ARTS 2016: 7.pk.). The fault of medical practitioners is not
established in order to punish these persons but fault is established in order to pay compensation to
the patient from the Fund. Thus, the operation of the Latvian Fund is based on the principle of fault.

Sweden is the first country where, in 1975, an administrative compensation system was
created in medical treatment relations upon an agreement with the consortium of private insurers
(Johansson 2010; Essinger 2009: 2; Felice, Lambkros; Bogdan 2011: 3). When other countries
borrowed the idea, funds were created for the payment of compensations to patients for harm
related to medical treatment, which is based on direct (strict) liability and where preventable rather
than culpable harm is compensated, i.e. harm that would not have occurred if the action of the

medical practitioner corresponded to the standard expected in a particular society (Johansson 2010:

136



DAUGAVPILS UNIVERSITATES 61. STARPTAUTISKAS ZINATNISKAS KONFERENCES PROCEEDINGS OF
RAKSTU KRAJUMS THE 615" INTERNATIONAL SCIENTIFIC CONFERENCE OF DAUGAVPILS UNIVERSITY

88-90; Essinger 2009: 2, 6, 9; Danzon 1994: 453, 454, 463; Felice, Lambkros; Bogdan 2011: 1;
Farrell, Devaney, Dar 2010: 43, 44, 49; Watson, Kottenhagen 2018: 7, 8, 10, 14; Rencher). In
Latvia the Fund was also created to replace civil liability insurance for medical practitioners and
medical institutions (STS 2018: 15.1.pk.) with medical institutions paying contributions to the Fund
instead (Pacientu tiesibu likums 2009: 17.p. 3.d.). Non-fault based system is based on the offence
theory where the fact of offence itself is sufficient for liability (Cakste 2011: 191) rather than fault
and where evidence of a causal relationship between medical treatment that does not meet the
standard and the harm creates the basis for compensation (Watson, Kottenhagen 2018: 5).

Supranational law has secured the principle where the patient must be guaranteed a
compensation regardless of the reason for the harm (European charter of patients’ rights 2002: a.14
p. 2). This principle is considered the absolute idea of compensation, which the countries have
narrowed down to compensation for preventable harm. Whereas in the operation of the Latvian
Fund, this idea has been narrowed down even more, down to compensation for culpable harm,
which can be corrected in accordance with the understanding of the fund by the countries of the
world.

Opinions have been expressed on expanding the legal basis of compensation from the Fund,
which contain ambiguous explanations of the proposals. For example, it has been offered to include
iatrogenic errors in compensation (Liepin$ 2016: 305). On the one hand, an iatrogenic error is
interpreted as an irreversible error made by a medical practitioner during the course of treatment (in
addition to a possible deontological, diagnostic, treatment error) (Medicinas tiesibas 2015: 679;
Liepins, Vétra, Joksts 2018: 32), emphasizing incorrect action of a medical practitioner as its cause
(Greek: iatros — physician, gignesthai — to occur, to originate) (Baldunciks, Pokrotniece 1999: 324).
On the other hand, the iatrogenic complication is singled out in contrast to doctors’ errors, which
are negative consequences of a medical practitioner’s actions performed carefully and diligently in
accordance with medical guidelines caused by an accident or force majeure (Lacis 2018: 22, 24).
Whereas a unifying opinion is also expressed that iatrogenic events include errors as well as events
(Watson, Kottenhagen 2018: 8). Expanding the meaning of the legal basis of compensation from the
Fund requires its unambiguous and clear definition, also deriving from it more nuanced elements
for proper functioning of the legal system.

If a patient receives a compensation from the Fund, the civil liability measures provided for in
the laws and regulations are not taken against the medical practitioner involved in the harm,
although their culpability is established for the payment of compensation (Pacientu tiesibu likums
2009: 16.p. 1.d.; Arstniecibas riska fonda darbibas noteikumi 2013: 12.2.pk.). Negative
consequences are determined indirectly only if the medical institution has not made contribution

payments to the Fund, in which case the National Health Service (hereinafter — the NHS) has the
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right to recover from this medical institution all the compensation paid to the patient (Pacientu
tiesibu likums 2009: 17.p. 5.d.). However, in this case liability is established not so much for patient
harm as for violation of ensuring the operation of the Fund, i.e. not making payments to it. On the
one hand, it is in line with civil rights for the reaction to a delict to be material, with the element of
punishment being only secondary (Sinaiskis 1996: 229) and the Fund taking material responsibility
for patient harm. On the other hand, lack of punishment threatens patient safety (Bogdan 2011: 5),
which we have to admit. Even though the primary load of civil liability lies on the Fund, still certain
legal reaction against the medical practitioner responsible for patient harm is necessary.

A set of measures is found among the world countries, which has three directions after
payment from the compensation system. Firstly, for example in Sweden and Denmark, a separate
governmental institution has been created which decides on taking disciplinary action against the
medical practitioner; this institution is not merged with the fund, no information exchange takes
place between these bodies, and an application from the patient is required for initiating a case
(Felice, Lambkros; Health care in Denmark 2017). Secondly, for example in Sweden and Finland,
each case of compensation for patient harm from the compensation system is evaluated in order to
find out the cause of such harm, i.e. malpractice by a medical practitioner, an error in the healthcare
system, etc. (Essinger 2009: 10; Farrell, Devaney, Dar 2010: 46). And thirdly, for example in
Sweden, preventive measures are taken to reduce the likelihood of the same type of harm to a
patient happening again, i.e. conferences on patient safety, using data on specific types of harm in
education, visits to medical institutions by representatives of the fund, etc. (Essinger 2009: 10).
Thus legal consequences of patient harm are more nuanced and further going, and investigating the
cause of such harm and its prevention reduces the likelihood of its reoccurrence in the future.

Ways of employing the medical treatment risk fund and the court in patient legal protection

The legal system includes the principle that the claims procedure and the mechanism for the
protection of patient rights in case of harm should be clear to the patient (Par pacientu tiesibu
piemérosanu parrobezu veselibas apripé 2011: 4.p. 2.d.c) pk.). Even though in the laws and
regulations this principle is only applicable to cross-border treatment (Par pacientu tiesibu
pieméroSanu parrobezu veselibas aprapé 2011: 1.p. 1.d., 4.d.), it is assumed that it applies to
treatment of any patient, without narrowing down the application of the principle depending on a
specific type of treatment. In patient claim for harm related to medical treatment, two protection
measures can be employed — the Fund or the court in a civil procedure. Still, no consensus exists in
the legal practice and the legal science on the use of these measures, since laws and regulations do
not provide a clear answer on the ways of using these measures. Thus, different ways to make use

of these measures are possible.
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Firstly, the laws and regulations provide that no compensation is paid from the Fund if the
patient has already received it through a civil procedure or a criminal procedure (Pacientu tiesibu
likums 2009: 16.p. 5.d.). Thus it is not allowed to apply to the Fund and to court at the same time to
seek compensation for harm, thus receiving compensation from different sources more than once.

Secondly, there have been cases in the legal science and legal practice where the Fund is
considered an obligatory pre-trial measure (Liepins, Vé&tra, Joksts 2018: 28; RPVPT 2017: 9.pk.).
Even though, for example in Denmark, this principle exists (Health care in Denmark 2017; Felice,
Lambkros), it is not currently supported in Latvia. The judge does not accept a claim if the out-of-
court procedure has not been followed (Civilprocesa likums 1998: 6.p., 132.p. 1.d. 7.pk.). For
several categories of civil cases, the law provides that before applying to court these cases need to
be reviewed in previous out-of-court legal protection institutions or the actions for peaceful
settlement provided for in the legislation have to be taken (Civilprocesa likuma komentari 2011.:
78). Furthermore, the number of cases provided for in the legislation where a claim is not accepted
is exhaustive, and it cannot be interpreted in a broader sense (Civilprocesa likuma komentari 2011:
330). Considering that this is an imperative legal regulation, which narrows the scope of patient
rights, this principle of obligatory pre-trial is not to be interpreted or presumed but is clearly
determined in the legal regulations. And the legal regulations on medical treatment do not provide
that the Fund is an obligatory pre-trial measure.

Thirdly, a question arises whether a patient can submit a claim to the court through a civil
procedure if compensation has already been paid from the Fund. Such a possibility is not excluded
in the legal science (Medicinas tiesibas 2015: 342), and other countries, i.e. Sweden, Norway, New
Zealand, even provide for such patient right (Essinger 2009: 9; Danzon 1994: 460; Bogdan 2011: 3,
4; Farrell, Devaney, Dar 2010: 50; Informacija par kompensacijas izmaksasanas noteikumiem
skandinavu valstis: 11.pk.). Still, having evaluated the laws and regulations of Latvia, the author has
to conclude that two ways currently exist. If a patient is not satisfied with the amount of
compensation paid from the Fund or the payment of such compensation is denied, the decision of
the NHS can be appealed in an administrative procedure (Pacientu tiesibu likums 2009: 17.p. 2.d.).
Whereas a patient can raise a claim in court after the Fund if the patient is requesting compensation
for other items, which are not provided for by the Fund, such as possible decrease in the patient’s
anticipated profits, maintenance payments for the patient’s dependents, or funeral costs
(Civillikums 1993: 2347.p. 1.d., 2348.p., 2350.p., 2351.p.).

Fourthly, for example in Sweden, Finland, Norway, Canada, a patient has the right to choose
between the fund or the court (Danzon 1994: 453; Bogdan 2011: 3; Felice, Lambkros; Watson,
Kottenhagen 2018: 15; Farrell, Devaney, Dar 2010: 45, 50; Informacija par kompensacijas

izmaksasanas noteikumiem skandinavu valstis: 9.pKk.). In special cases the legislation provides the
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subject with the right to choose which protection institution to apply to for protection (alternative
jurisdiction), clearly specifying these alternative institutions (Civilprocesa likuma komentari 2011:
78). The principle of alternative choice corresponds to the understanding of the civil rights where in
accordance with the principle of disposition a patient has the right to choose whether to request
compensation for harm related to medical treatment and at which institution to do so without legal
obstacles for such interpretation.

Thus, we can conclude that the Fund is not to be considered an obligatory pre-trial measure
where a patient has the right of alternative choice between the Fund and the court in a civil
procedure for compensation for harm related to medical treatment.

Reviewing a decision on compensation from medical treatment risk fund

The principles provided for in the laws and regulations on reviewing the decision on
compensation from the Fund violate the patient’s right to legal protection in case of harm related to
medical treatment. When evaluating the issue of compensation from the Fund for patient harm, the
Health Inspectorate (hereinafter — the Inspectorate) in fact reviews the case in its essence, makes a
conclusion on legal categories, and on the basis of this conclusion the NHS makes a decision
regarding compensation from the Fund (Arstniecibas riska fonda darbibas noteikumi 2013: 6., 7.,
10., 11.pk.). Thus, an administrative institution has been granted an extraordinary power to
determine material liability and harm in medical treatment relations (Rencher: 2). This decision of
the NHS can be appealed in the Ministry of Healthcare; whereas the decision of the Ministry of
Healthcare can be appealed in an administrative court (Pacientu tiesibu likums 2009: 17.p. 2.d.).

The administrative court, when reviewing the appealed decision of the Ministry of Health,
generally does not evaluate the case in its essence but transfers it to the NHS for a second reviewing
(Liepins, Vétra, Joksts 2018: 33). Such action is justified as follows — the administrative court
makes sure that no obvious errors or significant procedural violations have occurred, that the
administrative institution has followed the general evaluation principles, that no considerations have
taken place that do not correspond to the essence of the case, that the evaluation is not based on
false facts, that no procedural errors have been made, stating that the administrative court does not
check the decision of the administrative institution in its entirety (Vildbergs, Krasts 2002: 186;
ARTS 2016: 11.pk.; ARTS 1l 2017: 11.pk.; ARTS 2017: 11.pk.). It must be noted that some cases
have been found where the administrative court sees the essence of the case, changing the amount
of compensation payable, ordering the NHS to issue a more favourable administrative act, for
example, increasing the compensation from 10% to 85% (ARTS IV 2017: Rezolutiva dala). The
administrative court states that the analysis of the factual and legal circumstances of the case based

on evidence is the responsibility of the NHS, for which they issue an administrative act (ARTS
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2016: 14.pk.; ARTS 2017: 23.pk.), which in fact means that this is the responsibility of the
Inspectorate, on the basis of which the NHS makes their decision.

In Latvia, it is problematic for the Inspectorate to perform tasks of legal nature because this is
beyond their competence. The Inspectorate carries out investigations and provides a report on
treatment quality (Veselibas inspekcijas nolikums 2008: 4.1.pk.). The Inspectorate staff perform
their professional duties using their knowledge, abilities, skills, and work experience to achieve the
highest professional result (Veselibas inspekcijas &tikas kodekss 2016: 3.2.1.pk.). And since the
employees of the Inspectorate are certified expert doctors (ARTS | 2017: 10.pk.; ARTS Il 2017:
10.pk.), the tasks of the institution include the evaluation of medical rather than legal matters. For
example, the funds in Sweden and Denmark employ both medical and legal specialists (letekmes
zinojums, Johansson 2010; Felice, Lambkros). Even though the legal science states that in
reviewing the issue of compensation from the Fund, the decision of the Inspectorate cannot be
appealed (Liepins, Vétra, Joksts 2018: 37), still legal practice has corrected this approach — if the
conclusion of the Inspectorate is an obstacle to issuing a favourable administrative act, then it is an
intermediate decision with significant impact which can be appealed in court separately if after such
conclusion of the Inspectorate a favourable administrative act can no longer follow (ATADS 2018:
8.pk.). It is doubtful whether the opportunity of appeal alone would solve the overall situation.

Thus current procedure for reviewing the decision on compensation from the Fund violates
patient rights to legal protection (Cilvéka tiesibu un pamatbrivibu aizsardzibas konvencija 1997:
6.p. 1.d.; LR Satversme 1993: 92.p.; Civilprocesa likums 1998: 1.p. 1.d.), which is also confirmed
by the legal practice that has formed. The procedure for reviewing the decision on compensation
from the Fund needs to be changed. Considering the civil nature of the compensation from the Fund
itself, two ways of reviewing the decision in question can be established. Firstly, if procedural
violations in making the decision are found, the decision of the NHS can be appealed in an
administrative procedure. Secondly, if the content of the decision of the NHS needs to be reviewed,
i.e. the case needs to be reviewed in its essence, it can be appealed in court in a civil procedure.
Conclusions
1. A patient’s claim regarding harm related to medical treatment and the compensation for this

harm has a civil nature. Still the patient may employ their legal protection from harm related to
medical treatment in two ways — in a civil procedure in court, and in an administrative
procedure in the Fund. When creating the Fund in Latvia, the understanding of it as it exists in
the world practice has been transformed. The involvement of the Fund in the mechanism of
patient legal protection needs to be improved. Firstly, the meaning of compensation from the
Fund needs to be expanded to include compensation for preventable harm to the patient.

Secondly, if a patient has received compensation from the Fund, then, at the same time, a set of
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measures is to be designed and introduced for objective evaluation of the cause of the harm and
for reducing the likelihood of patient harm happening again.

2. No consensus exists in the legal practice and the legal science on the application of the patient
protection measures — the court or the Fund. Since the laws and regulations do not provide a
clear answer, different interpretations of their application are possible — different order of the
court and the Fund, as well as their alternative application. The opinion expressed in the legal
science on the Fund as an obligatory pre-trial stage is not supported unequivocally, and the
patient has the right to an alternative choice between the Fund and the court in a civil procedure
seeking compensation for harm related to medical treatment.

3. The procedure for reviewing the decision on compensation from the Fund needs to be changed.
Considering the civil nature of the compensation from the Fund itself, two ways of reviewing
the decision in question can be established. Firstly, if procedural violations in making the
decision are found, the decision of the NHS can be appealed in an administrative procedure.
Secondly, if the content of the decision of the NHS needs to be reviewed, i.e. the case needs to

be reviewed in its essence, it can be appealed in court in a civil procedure.
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Abstract

The settlement of some issues of operation mechanism of the first demand guarantee in Lithuanian law
Key words: first demand guarantee, personal security, enforcement of obligations, abstract obligation, Lithuanian civil
law
Effective enforcement of obligations is actual issue in order to protect confidentially business interests, considering
harmful effects of constantly recurrent World’s Economic Crisis experienced until now. So, first demand guarantee is a
top-priority solution on this question provided by international commerce practice. Also, national legal systems of
neighbouring countries of Latvia, i.e. Lithuania, Russia have stepped further in regulation of this, but national legal
systems face with numerous issues regarding a proper regulation of this and one of the biggest one is guarantor’s refusal
to pay to the creditor under the first demand guarantee, as well as Latvian law that does not provide special regulation
on this question. The aim of the research is to reveal the content of validity as base for guarantor’s refusal to pay under
the first demand guarantee according to international commerce practice and legal doctrine, while evaluating legal
regulation of this in Lithuanian and Russian laws. The research was carried out by employing the logical, the
comparative legal methods, the system analysis, the linguistic, the synthesising methods and the analysis of legal
documents. The results of the analysis showed the complicated variety of approaches of international commerce
practice towards the validity as basic for guarantor’s refusal to pay and the necessity to set clearly this basics in
analysed national laws.

Kopsavilkums

DazZu pirma pieprasijuma garantijas mehanisma darbibas Lietuvas likumdosSana probléemu risinajums
Atslegvardi: pirma pieprasijuma garantija, personiska drosiba, pienakumu izpilde, abstrakts pienakums, Lietuvas
civillikums
Efektiva pienakumu TstenoSana ir nozimigs jautagjums uzpémeéjdarbibas intereSu konfidencialitates aizsardziba, nemot
veéra pasaules ekonomiskas krizes lidzSingjo pastavigo ietekmi. Tad€jadi pirma pieprasijuma garantija ir prioritars
risinajums, ko piedava starptautiska komercprakse. Tapat Latvijas kaiminvalstu, pieméram, Lietuvas un Krievijas
nacionalas tiesibu sistémas ir sperusas soli uz prieksu §1 jautajuma noregulésana, tacu valstu tiesibu sist€mas saskaras ar
dazadiem sarezgijumiem attieciba uz $o regul€jumu un viena no lielakajam problémam ir galvotaja atteikums maksat
kreditoram saskana ar pirma pieprasjjuma garantiju, tapat Latvijas likumdosana neparedz specifisku §1 jautajuma
regul&jumu. Petljuma merkis ir atklat galvotaja atteikuma veikt maksajumus saskana ar pirma pieprasijuma garantiju
saturisko pamatu saskana ar starptautisko komercpraksi un tiesibu doktrinu, vienlaikus izvertgjot $1 jautajuma tiesisko
regulégjumu Lietuvas un Krievijas tiesibu aktos. P&tijums tika veikt, izmantojot logiskas, salidzino$as juridiskas
metodes, sist€mas analizi, lingvistiskas, sintézes metodes un juridisko dokumentu analizi. Analizes rezultati liecinaja
par dazadam kompleksam pieejam galvotaja atteikuma veikt maksajumu saskapa ar pirma pieprasijuma garantiju
pamatojumu starptautiskaja komercpraksg, ka arT nepiecieSamibu to skaidri noteikt analiz&tajos valsts tiesibu aktos.

Introduction

Effective enforcement of obligations should be more discussed in order to protect
confidentially business interests, considering harmful effects of constantly recurrent World’s
Economic Crisis experienced until now. So, first demand guarantee as important international
financial instrument, that can help effectively in this case and it is provided by three non-binding
international documents of various international organisations (the Convention On Independent
Guarantees and Stand-by Letters of Credit, the Uniform Rules for Demand Guarantees and
European Private Law on Independent personal security). Apart from these efforts, this innovative
financial instrument for the enforcement of obligations reflects in civil laws of some neighbouring

countries of Latvia, i.e. Lithuania, Russia, Hungry and Czech Republic. Meanwhile in Lithuanian
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Law, a situation is much more complicated in comparison with the situation in international
practice, because scientists and legislator have not drawn attention to legal relations of first demand
guarantee since the new Lithuanian Civil Code with laconic regulation entered into force and there
is lack of case law on this question. Moreover, in assessing the national regulations on this question
of other countries — the Western European countries, there is a different situation in regulatory of
the first demand guarantee in national legal system in comparison with Lithuanian regulation
practice (Drobnig, 2007: 125). Since in Latvian positive law there is no such first demand guarantee
as measure for the enforcement of obligations regulated by law as it is in Lithuanian and Russian
laws as well as in international commerce practice, so researches results is actual to Latvian law too.
Moreover, it is necessary to note that this analysis is based on legal regulation of the bases for
guarantor’s refusal to pay under the first demand guarantee, because every such situation threatens
the solvet et repete principle and other key working principles of the first demand guarantee. So,
such complicated situation requires a deeper analysis.

The object of the research is legal regulation of validity as base for guarantor’s refusal to
pay under the first demand guarantee.

The aim of the research is to reveal the content of validity as base for guarantor’s refusal to
pay under the first demand guarantee according to international commerce practice and legal
doctrine, while evaluating legal regulation of this in Lithuanian and Russian laws.

The tasks of the researches:

1) to identify the main bases for guarantor’s refusal to pay under the first demand guarantee
according to international commerce practice and legal doctrine;

2) to reveal the content of the validity as basic for guarantor’s refusal to pay under the first
demand guarantee according to international commerce practice and legal doctrine;

3) to evaluate national legal regulation of main bases for guarantor’s refusal to pay under the first
demand guarantee in Lithuanian law and to draw solutions to identified problems.

The methods of the research: The research was carried out by employing the logical, the
comparative legal methods, the system analysis, the linguistic, the synthesising methods and the
analysis of legal documents.

Abbreviations: the Lithuanian CC — the Civil Code of the Republic of Lithuania; Russian
CC — the Civil Code of the Russian Federation; URDG rules — ICC Uniform Rules for Demand
Guarantees; UNCITRAL Convention — United Nations Convention on Independent Guarantees and
Stand-by Letters of Credit.

Discussion

The analysis of the regulations provided by the international documents, examined for this

thesis, namely the UNCITRAL convention, the PECL project and the URDG rules and the bases for
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guarantor’s refusal to pay under guarantee, which are analysed in the legal doctrine, they can be
divided into fount main groups:

a) on validity;

b) on discrepancies in the submitted documents;

c) personal replications (Bertrams, 2004; Affaki, 2001; Goode, 2003 et al).

It should be noted, that the basis for discrepancies in guarantor’s refusal to pay under first
demand guarantee is related to the compliance with the requirements of form and content raised to
creditor’s request and the documents supporting it. Since this is related with the strict compliance
with the conditions principle and the standard-based criteria of compliance based on the letter of
credit regulation practice (Ellinger, 2000: 160-169), this base for guarantor’s refusal to pay is less
complicated and important than the other two bases for guarantor’s refusal to pay under guarantee,
namely personal replications and validity, because they threaten the key working principles of the
first demand guarantee, so they will be examined in greater detail.

The validity

The guarantor’s refusal to pay under the first demand guarantee is based on invalidity and
related to two different cases of creditor’s dishonesty. One of such cases is creditor’s intention to
trick the guarantor by submitting a false letter of surety or other documents, related to the
requirement to pay under guarantee (Horowitz, 2010: 172). Another important case is related to the
abuse of creditor’s rights, i.e. the creditor disposes his right under first demand guarantee against
without any legal basis for this action. For example, a creditor’s request to pay under guarantee
states, that an obligation, secured by such guarantee was violated and that with this request a
creditor complies with all the other requirements for receiving a payment under guarantee (Stephen,
2006: 35). These seemingly different situations fall under one category, namely the doctrine of
fraud, which is well developed in the legal doctrine. It is generally defined as the only exception of
validity which allows the guarantor to refuse to pay to the creditor, having received his requirement
to pay under guarantee. Various authors constantly discuss the problematics of the fraud doctrine,
emphasizing that such an exceptional measure basically maintains the balance between the interests
of different individuals, acting in these legal relations, and helps to avoid the conflicts between
them. On the one hand, there is a debtor, who constantly assumes the risk for dishonest actions of
the creditor, requesting to pay to the guarantor the amount of money, set in the first demand
guarantee, so he has legitimate needs to have certain legal safeguards at his disposal, on the other
hand, there is a guarantor, who does not want to assume the risk for additional losses, in the event of
a debtor refusing to pay under guarantee, so it is important for him to limit himself to formal

evaluation of the creditor’s request only (Stoufflet, 2003: 79).
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The legal doctrine raises a requirement of manifestation to the exception of fraud, so in
practice, it makes the guarantors’ attempt to determine creditor’s dishonesty, difficult. It is quite
difficult for the guarantor to implement such actions in practice and to determine the creditor’s
dishonesty, when certain requirements of clarity and obviousness are raised to the determined
circumstances, like the ones in the UNCITRAL convention, i.e. such circumstances have to be well-
known, clear and need no additional proof (Explanatory note by the UNCITRAL secretariat, 1996).
Without full certainty and within the existence of certain doubts on creditor’s dishonesty, with
regards to the specifics of the first demand guarantee legal relations and disproportionally high risk
under the obligation to pay under such guarantee, the guarantor may not suspend the payment under
guarantee, none the less require to submit additional proof, in order to make sure about the
creditor’s dishonesty (Hsu, 2002: 25; Stoufflet, 2003: 139).

The further research for this thesis should be directed towards the international standards,
defined by international documents. The UNCITRAL convention attempts to facilitate the
guarantor’s position in the process of document assessment and the article 19, section 1 of
UNCITRAL convention, provides a list of circumstances, under which a high probability of fraud
or abuse can be construed. The authors of the UNCITRAL convention commentary note, that the
three situations described by this act constitute sufficient basis for determining the general
definition of fraud, the content of which is agreed upon on international level, and defined by the
following situations: 1) the documents submitted are inauthentic or even forged (non-original); 2)
the creditor’s request and the documents confirming it are unrelated to the guarantors’ obligation to
pay; 3) after assessing the nature and purpose of creditor’s request, it is concluded that it has no
possible basis, for such actions, which could be brought to the guarantor (Explanatory note by the
UNCITRAL secretariat, 1996).

The authors in the legal doctrine note, that the second basis, which is the least defined (the
first and the third cases are quite clear and the later one is detailed in the current regulations) should
be understood not only as a requirement to pay under first demand guarantee, which is not
associated with the agreement, secured by it, but as a requirement, which is not based on proper
creditor’s motives (Diedrich, Svarca, 2004: 145). Based on this fact, the creditor’s request to the
guarantor should only be related to a clearly defined obligation, secured by a guarantee, not to the
reimbursement of all the possible creditor’s losses, arising from the breach of obligation, secured by
a guarantee. What regards the validity of improper motives in the legal doctrine, it is specified that a
guarantor is not obliged to pay under first demand guarantee if the creditor abuses his rights, as, for
example, the creditor submits such request to the guarantor, in order to cause unjustified loses to the
debtor or pressurize the debtor, so that he would act or make decisions under the creditor’s wishes

(Hare, 2004: 278). So, it is clear, that laconic provisions of the UNCITRAL convention, are
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sometimes not enough to express their true content and the will of the authors of the convention, in
determining such provisions in the regulation. Also, article 19, section 2 of the UNCITRAL
convention provides a list of situations, which specify the third case, in order to guarantee the
complete precision of these rules and reduce the uncertainty of the said regulations, i.e. 1)
circumstances, which influenced issuing of the first demand guarantee 2) the agreement secured by
a guarantee was declared invalid by court or arbitration, unless such circumstance as the object of
the guarantee was provided in it; 3) a debtor undoubtedly fulfilled his obligations to the creditor; 4)
the failure to fulfil the obligations was influenced by intentional actions taken by the creditor, etc.
Also, the authors of the UNCITRAL convention point out that the said provisions only allow the
guarantor to refuse satisfying the creditor’s request under guarantee, but they do not require to act in
this manner, because the convention takes into account the guarantor’s concern to guarantee the
reliability of such means of fulfilment of obligations, as separate and individual means of taking the
responsibility for another individual’s obligations. So, in accordance with the UNCITRAL
convention, if a guarantor does not refuse to pay, obviously because of a fraud, no regulation is
breached.

Another international document examined for this thesis is the PECL project. Despite its
laconic regulations of guarantee legal relations, this question, as well as the UNCITRAL convention
receives a lot of attention and article 3:105 of this project establishes a special provision on
obviously false claims, i.e. this article provides, that an issuer of independent means of enforcement
of the fulfilment of obligations is not obliged to act under the creditor’s requirement, if the evidence
confirms that such a requirement is obviously false and was expressed abusively. So, according to
the authors of the commentary, this provision of the PECL project is based on article 19 of the
UNCITRAL convention. However, it is noted, that such regulations of the PECL project, are not as
wide and detailed as UNCITRAL convention, as the content of the fraud exception is not well
established and explained. Also, the authors of the PECL project state that these provisions should
be applied carefully and thoughtfully, and the conditions only explained in the narrow sense
(Explanatory note by the UNCITRAL secretariat, 1996).

It is interesting, that in the context of the circumstances, corresponding to the fraud doctrine,
not only the guarantor is granted certain rights, but the debtor as well. The same article of the PECL
project indicates, that the debtor has the right to prohibit the guarantor from acting under guarantee
and satisfying the creditor’s request or to prohibit the creditor from submitting such an unreasonable
request. Such regulatory practice is a modern step forward, which regulates all the important factual
actions, carried out by the subjects of the legal relations, as in practice, only a debtor can submit the
evidence, that the circumstances substantiating the creditor’s request are unfair and creditor’s

actions are based on fraud. However, the authors of this commentary note, that under the
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circumstances of a fraud, the means, granted to a debtor, should be treated similarly to the legal
means, indicated in article 20 of the UNCITRAL convention, and should be left unspecified, so that
the procedural law could anticipate their content (Anderson et al, 2010: 254).

The URDG rules barely discuss this issue, there are only some general provisions determining
the guarantor’s protection against such circumstances, i.¢. article 27, section A of the URDG rules,
only indicates, that a guarantor is not liable for the form, reliability, authenticity, forgery or the legal
significance of the submitted documents. Also, section D of this article notes, that a guarantor does
not assume the responsibility for other people’s actions related to the documents submitted to a
guarantor. So, the position of the creator’s of the URDG rules on this case is quite clear and they are
unwilling to develop the base for fraud doctrine in the regulations, having evaluated the level of
complexity and difficult application of this means, so that the main principles of the functioning of
first demand guarantee were not breached. If trying to assess such position of the creator’s of
URDG rules, it is difficult to unambiguously, objectively assess its validity, as on the one hand, the
risk to violate the important principles of the functioning of first demand guarantee decreases and it
facilitates the role of the guarantor’s functioning under such conditions, while on the other hand,
such position unreasonably restricts the operational limits of a guarantor, preventing the guarantor
from long, groundless legal actions on return of unjustified payments.

However, article 19 of the UNCITRAL convention provides exceptional circumstances,
allowing to ignore the obligations undertaken by a guarantor, so these circumstances are seen as
fairly controversial, like the first one, when there were no circumstances under which first demand
guarantee could be issued, so it is unclear how the existence of such basis could be verified, if no
supplementary documents are required (Goode, 2003: 124). The legal doctrine describes the third
case as well, by indicating that a debtor has undoubtedly fulfilled his obligations to the creditor, but
there are doubts on what “undoubtedly” means, and it is unclear what standard of evidence would
suffice to state the circumstances, because the national legal systems can have different opinions on
this particular question (Stephen, 2006: 35). Other researchers have drawn the attention to the fact,
that UNCITRAL convention focuses on the forms of the manifestation of improper creditor’s
behaviour, but not on the subjective side of such behaviour, and it is not required to submit the
documents proving the creditor’s guilt (Mara, Trager, 1999: 54). Some researchers suggest to use an
American point of view on this the question and expresses the need to enable the creditor to account
for possible fraud, because if he is able to give a reasonable explanation, there is no obvious fraud
(Chin, Wong, 2004: 94). Objective assessment of this practice shows that it really leads to violation
of the procedural definitions and unreasonably obliges the guarantor to be a judge in order to assess
the validity of the positions expressed by both parties and make a decision about paying to the

creditor under first demand guarantee. The position taken by the creators of URDG rules, on this
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aspect, namely a refusal to continue the development of fraud doctrine in current regulations,
because it would aggravate the role of a guarantor, and preservation of the independent means of
enforcing the fulfilment of obligations, is not a grounded and criticisable solution to a problem.

To draw the conclusion, the basis for guarantor’s refusal to pay under guarantee, related to the
creditor’s dishonesty, is difficult to apply in practice, none the less, there are various positions on
this issue, which are all reasonable, so the role of a guarantor on this aspect is the least defined and
clear, and his actions solely depend on his will.

It should be noted, that neither of the examined national legal systems defines fraud as
substantial basis for refusal to satisfy the creditor’s request under first demand guarantee, and this
question is not expressis verbis, regulated by separate legislations. However, it is worth noticing
that the solvet et repete feature of the guarantee established in paragraph 5 of article 6.92 of
Lithuanian CC and section 2 of article 376 of the Russian CC, enabling the guarantor to delve into
the creditor’s and debtor’s internal relations to a certain extent, i.e. the paragraph 5 of article 6.92 of
Lithuanian CC provides expressis verbis that “where it becomes known to the guarantor that the
principal obligation secured by the guarantee has been performed fully, or has been terminated on
other grounds, or has been acknowledged null and void, he must immediately notify of this the
creditor and the debtor. In the event where after such notification the guarantor receives a repeated
demand of the creditor to perform the obligation, he shall be obliged to satisfy thereof only upon the
presentation by the creditor proof that the obligation has not been terminated and continues to be
valid”. Such very similar legal provision is set in section 2 of article 376 of the Russian CC. So, it is
correct to relate the application of these legal norms in Lithuanian and Russian legal systems with
the dishonesty of a creditor, as in this way, there are no major breaches of the first demand
guarantee and especially the solvet et repete principle based on priority of the obligation undertaken
by a guarantor to pay a certain amount to a creditor, under his demand, and a prohibition to dispute
such payment, by isolating the guarantor from any possible disputes between the debtor and the
creditor, so, it is characteristic specifically to first demand guarantees (Goode, 2003: 147). So, it can
be said, that the Lithuanian CC as well as the Russian CC provide the indirect basis to pay under
guarantee, which is related to the invalidity (based on the classification of bases for invalidity).
However, it does not exempt Lithuanian and Russian legislators from the obligation to properly
regulate the legal relations of guarantee and first demand guarantee on the legislative level, or
articulate which of the previously mentioned positions is supported by the national legislations,
because the dispositive method of regulating civil legal relations, on the presence of undefined

issues, allows for various solutions in the legal practice, which has no base for the current case.
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Conclusions

1. Although the reasons of guarantor’s refusal to pay under a guarantee, they can be divided into
three categories: discrepancies in the content of the submitted documents, personal replications
and validity, but a detailed analysis has shown that the positions of international document on
personal replications and validity separate by providing less defined regulation.

2. The application of validity, which consists primarily of the deception doctrine and its content is
elaborated in detail by the UNCITRAL convention and accepted by the PECL project, is not
accepted or developed by the URDG rules as this measure is complicated and it is difficult to
exercise it in practise. Personal replications receive similar treatment, as one of such means,
namely countertrade obligations, is only accepted by the UNCITRAL convention.

3. Since the Lithuanian CC as well as the Russian CC provide the indirect basis to pay under
guarantee, which is related to the invalidity, it does not exempt Lithuanian and Russian
legislators from the obligation to properly regulate the legal relations of guarantee and first
demand guarantee on the legislative level, or articulate which positions (acceptance of refusal)

is supported by the national legislations.
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Abstract

Shareholders’ of limited liability company rights to information
Key words: participant, right to information, limitations, commercial secret
Article 194 of the Commercial Law has defined certain shareholders’ right of limited liability company (further — Ltd)
to receive the information from the board of directors as to the company activities and to have an access to all company
documents. Such a member’s rights, however, are not absolute, but the legislator has indicated that it can be limited in
each particular case by decision of shareholders’ meeting, if there is a suspicion that one of its members might use the
acquired information contrary to the company aim, causing essential harm or losses to the company, or to one of the
members within the company, or the third parts.
Besides, the right to receive the information, as written in Article 194 of Commercial Law, in its broader sense,
envisages the right of the company member, included in Article 194 of Commercial Law, to receive the information on
convening a meeting, agenda for the meeting (issues of discussion), and the right to draft decisions.
An important problematic issue to be analysed is the legal basis as to the right of information limitations and what
might be the consequences of a breach of rights, which could affect either the subject who by realizing his/her personal
rights has requested information, or by the effect of information on the further commercial activity of the company due
to an unauthorized disclosure of information to the competing companies, or to the rights of the rest of the participants.
Implementation of such rights into life, conflict situations, refusal of company Board to show the documentation and
other important agreements to minority members, solution of conflict situations in legal proceedings, the results and the
experience of other countries in this context, or the decision of company members meeting is a qualitative and fast legal
instrument to limit the rights to information, taking into account the order of convening the meeting — 14 days being
mandatory. Thus, it calls for a separate legal research.

Kopsavilkums

Komerclikuma 194. panta ir noteiktas sabiedribas ar ierobezotu atbildibu (turpmak teksta — SIA) dalibnieka tiesibas
sanemt no valdes informaciju par sabiedribas darbibu un iepazities ar visiem sabiedribas dokumentiem. Tomér $adas
dalibnieka tiesibas nav absoliitas, bet likumdevéjs noradija, ka tos var ierobezot katra konkrétaja gadijuma ar dalibnicku
sapulces [émumu, ja ir pamatotas aizdomas, ka dalibnicks ieglitas zinas varétu izmantot pretgji sabiedribas mérkim,
nodarot sabiedribai vai ar to viena koncerna ietilpstoSajam subjektam, vai treSajam personam bitisku kait€&jumu vai
zaudgjumu.

Turklat Komerclikuma 194. panta paredzetas tiesibas uz informaciju plasaka nozimé paredz Komerclikuma 214. panta
noteiktas dalibnieka tiesibas sanemt informaciju par dalibnieku sapulces sasaukSanu, sapulces paredzeto darba kartibu
(izskatamos jautajumus) ka arf tiesibas sanemt 1émumu projektus.

Svarigs problémjautajums, kuru ir nepiecieSams izvertet, kads ir tiesisks pamats tiesibu uz informacijas ierobezoSanai
un kadas varetu bt So tiesibu parkapuma sekas, kas var€tu ietekmét gan dalibnieku, kur§ realizjot savas tiesibas ir
pieprasijis informaciju, gan sagemtas informacijas ietekmi uz sabiedribas turpmako komercdarbibu pie neatlautas
informacijas atklasanas konkurgjosam sabiedribam, gan parejos dalibnicku tiesibas.

Sadu tiesibu Tsteno$ana dzive, stridu situdcijas, sabiedribas valdes atteikums uzradit dokumentaciju un svarigos ligumus
mazakuma dalibnickam, stridu situaciju risinasana tiesvedibas procesa, rezultati, citu valsts tiesibas un pieredze $aja
joma, vai sabiedribas dalibnieku sapulces lémums ir kvalitativs un atrs tiesiskais instruments tiesibu uz informaciju
ierobezosanai, nemot véra sapulces pasludinasanas un sasauk3anas kartibu — obligatas 14 dienas. ST probléma
neapSaubami prasas pec padzilinata papildus pétijuma.

Introduction

There are two forms of commercial companies in Latvia — Joint Stock Company and Limited
Liability Company (hereinafter — SIA or the Company). The number of SIA is incomparably higher,
it is the most popular type of merchant, however, in scientific literature more attention is paid to the
rights of information of the members of joint stock company. Therefore, in this article, the author
draws attention to the rights of information of SIA members. The aim of the article is to describe

the rights of a participant in the company to information, which is strengthened in the Commercial
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Law, to analyze the case law, when the judgments find that the participant’s rights to information
had been violated.

The task of the article is to look at the normative regulation included in the Commercial Law,
which is applicable to the participant’s right to information, finding theoretical answers, evaluating
the depth of its content and evaluating the findings described in science. The article analyzes the
shortcomings, limitations and differences in content of the participant’s rights to information in
individual court judgments and makes proposals for their elimination. Analytical and comparative
methods were used in the research. The informative basis of the research work is national
legislation, literature and case law.

A member of the Company has the right to receive information on the Company’s activities
from the Board and to get acquainted with all documents of the Company. However, such
participant’s rights are not absolute, this may limit the decision of the meeting of the participants in
each particular case if there is a reasonable suspicion that the participant may use the information
obtained contrary to the purpose of the company, cause some damage or loss to the company or the
entity belonging to it in one group, or to third parties (Article 194 of the Commercial Law).

The foreseeable right to information in a wider sense provides for the right of a participant to
receive information on convening a meeting of members, the agenda envisaged by the meeting
(issues to be considered) and the right to receive draft resolutions (Article 214 of the Commercial
Law).

However, such right to information is to be assessed in conjunction with restrictions on
commercial confidentiality (Article 19 of the Commercial Law) and the new Commercial Secrets
Protection Act (the Law on Protection of Commercial Secrets) which has come into force.
Discussion

The participant’s right to information is subordinated to the entries in the Participant Register.
Pursuant to Section 136, Paragraph one of the Commercial Law, a participant is a person entered in
the register of participants unless otherwise provided by law. Section 187 (1) of the Commercial
Law stipulates that the responsible institution for the registration of the members of the company is
the Board of the company, which reviews the received notices of acquisition of shares and
accordingly makes changes in the register of participants by submitting the new members register
also to the Enterprise Register. Participants have a direct link with the company ’s activities because
the company is established and exists only for the realization of the economic interests of the
participants and for the achievement of the goals. Only the entry in the register of members allows
the owner or holder of shares to exercise the rights of the participant in relation to the company

arising from these parts, i.e. the right to the share may not coincide with the status of the
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participant (Judgment of the Department of Civil Cases of the Supreme Court Senate of 28
November 2018 in case C30291015, SKC-266/2018).

The legislator has separated the cases when the members of the company have the right to
acquaint themselves with the company’s documents or receive information about the company, and
the cases when a member of the company has the right to request and receive derivatives (extracts,
copies, copies, etc.) from the company or other written information.

The Participant shall have the right to become acquainted with the Register of Participants
and to receive from the Chairman of the Board or a Board member authorized by the Board an
extract from the Register of Members of the Company regarding the shares in the Company or a
copy of the last register part (Article 187 of the Commercial Law).

The analysis of scientific literature leads to the conclusion that there are different approaches
to the right to information for typology.

Article 194 of the Commercial Law includes two rights of participants:

1) to receive information from the Board on the activities of the company or the right to
information;
2) to get acquainted with all documents of the company or the right to inspect the company.

The participant’s right to information or the right to receive information about the company’s
activities from the Board includes all information related to the company and its affairs. The
Company has the right to receive information and information about facts related to the Company’s
economic activity, its transactions and relations with third parties, as well as the Company’s
accounting.

In turn, the participant’s right to inspect the company or to get acquainted with all documents
of the company provides the participants with the right to get acquainted with the company’s
correspondence, accounting, record keeping and other documents. Thus, it can be concluded that
the Board is obliged to provide the participant with the opportunity to get acquainted with the
documents of the company (J. Bogdasarov. Rights of the Shareholders and the Participants of the
Company. Jurista Vards, No. 25 (530), 8 July 2008).

Another approach is more comprehensive and detailed, and, namely, that the participant’s
right to information means:

First of all, these rights provide the participants with opportunities to get acquainted and
check the annual accounts of the company, accounting data, reports of the Board and auditors, other
documents of the company, as well as get acquainted with the state of the company’s property.

Secondly, in a narrower sense, these rights provide the participants with the opportunity to

receive information on the issues covered by the company meeting.
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Thirdly, in a broader sense, in relation to the participants” meetings, this right also provides
for the possibility for each participant to receive complete information on the venue, agenda and
other relevant issues of the announced meeting of participants in due time before the meeting
(L. Rasnacs. Right to participate in the management of the company and contest the decisions of the
members’ meetings). Jurista Vards, No. 28 (830), July 22, 2014).

When translating the legal norm included in Article 194 of the Commercial Law
systematically, i.e., by clarifying the meaning of a legal norm in relation to other legal norms
included in Section 187, Paragraphs 11 and 12 of the Commercial Law, it can be concluded that
the participant is entitled to obtain information regarding the shares held by the participant upon
receipt of the participant, the derivative of the register — an extract of the shares belonging to him,
while in respect of the shares owned by other members he may obtain information by exercising the
rights provided for in Section 187, Paragraph 11 of the Commercial Law, i.e. to become acquainted
with the register of participants (Judgment of 26 November 2013 by the Zemgale District Court in
case no. C13045712).

The minority’s right to information is respected and unchangeable. There can be no situation
where a minority participant has not even been sent any information — a notice about convening a
meeting of participants. Furthermore, failure to send such statements is openly acknowledged by the
Board of directors, explaining that the minority member has no significant influence on the decision
making at the shareholders’ meeting and in any event (announcing / not announcing the meeting of
members) the decision of the members would be the same. In other words, the notification would be
purely formal. However, such findings are unfounded and must be regarded as a material violation
of Article 214 of the Commercial Law. The participant’s right to information is an individual right
for each participant. This right is shared by each and every participant (no matter how much capital
he/she owns) and provides the opportunity to receive information about the company’s activities
and familiarize himself/herself with all documents of the company (Judgment of the Department of
Civil Cases of the Supreme Court Senate of 15 November 2018, Case C15226415, SKC-293/2018).
Restriction of participant’s right to information

The case-law shows a different approach to the subject’s right to information. One of the
problems encountered is the refusal of the board of directors to provide information to the
participant. One of the three members of the company, which owns 50% of the capital, received a
refusal by the Board of the company to provide information on the company’s activities and to
familiarize itself with the company’s documents, as the Board recognized any information as
commercial secret that is not publicly available on the company’s economic activity (Judgment of
the Chamber of Civil Cases of the Vidzeme District Court of 8 March in Case C29508316).
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According to the author, the Board acted unlawfully, because only the decision of the meeting
of the members may limit the right of the particular participant to information (Article 194 of the
Commercial Law). It is not permissible for the Board of a company to assume the functions of a
meeting of members.

The Board’s decision to grant the status of a commercial (trade) secret cannot in itself serve as
a basis for limiting the access to information to a member of a capital company, since the principle
of subordination of the Board and the members follows from Article 210 of the Commercial Law,
according to which a meeting of the Board may decide any matter within the competence of the
Board, but in no case is the Board entitled to decide on issues within the competence of the meeting
of participants. In addition, the purpose of the Commercial Secrets Regulation contained in Article
19 of the Commercial Law is to limit unfair competition arising from the disclosure of an unlawful
trade secret, rather than to limit the participant’s right to the information it needs for the exercise of
its rights (Judgment of 13 April 2017 by the Riga Regional Court Civil Court in Case No.
C30442415).

It is the duty of the Board, in accordance with Section 169 of the Commercial Law, to
perform its duties as a thorough and diligent owner; its duty is also to verify the purposes for which
the information will be used, as the information could be used contrary to the aims of the company
and cause damage to it. If the Board has reasonable doubts as to the purpose of the use of the
information, then the members of the company must be notified in order to decide at the meeting of
the participants whether to limit or not restrict the participant’s right to information. (Judgment of
the Civil Chamber of the Vidzeme District Court of 8 March 2018, Case C29508316).

The argument that the Board’s decision to grant the status of a trade secret is not contested
and therefore valid and binding is unfounded, as such an opinion is in clear contradiction with the
principle of subordination of the Board and the members, according to which the Board is bound by
the decisions of the meeting of shareholders and accordingly the right to challenge them (Article
217 of the Commercial Law), while the decisions of the Board are not binding for the Meeting of
the Participants as the highest decision-making body of the Company and therefore the Law does
not provide for the procedure for contesting the decisions of the Board (Judgment of the Civic Court
of Riga District Court, April 13, 2017 in case C30442415).

Another issue, quite different, is the inclusion of a different and irrelevant formulation of the
Article 194 of the Commercial Law in the agenda of the meeting of members, when the issue of
providing news and documents to a participant voted, with a proposal 50% of votes “for”” and 50%
“against” is rejected. Thus, it is possible that even a participant who owns half (not less than 50%)
of the capital will never be able to receive information about the company’s activities and get

acquainted with the company’s documents. In the author’s view, in this particular case, at the very
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beginning it was possible to deliberately formulate the issue to allow or disallow the participant to

get acquainted with the company’s documents. In this case, the provisions of Article 194 of the

Commercial Law were unacceptably interpreted as they indicate that the meeting of the participants

may restrict the participant’s right to information by decision. So, only to restrict, not to allow the

provision of information or not to permit (Judgment of the Civil Chamber of the Vidzeme District

Court of 8 March 2018, Case C29508316).

To limit the participant’s right to information, a set of cumulative features have to be
implemented: 1) a decision of the meeting of the participants; 2) such a decision can only be taken
in case of a reasonable suspicion of using this information contrary to the public interest, based on
several criteria to be evaluated (e.g. purpose of requesting and using information, justification of
necessity, proportionality, etc.) (J. Bogdasarov, for information: Jurista Vards, No. 25 (530), July 8,
2008).

Participants’ decision to limit access to information can only be made on a case-by-case basis,
which means that the restriction can only apply to specific information. However, a specific
decision of the Meeting of the Participants restricts the right of the participant to receive the
information in full not “in any particular case”, as allowed by Article 194 of the Commercial Law
(Judgment of 13 April 2017 by the Riga Regional Court Civil Cases Judgment in case C30442415).

It is recognized in the case-law that for the recognition of information as a commercial secret,
the following criteria must be established:

1) the merchant has granted the status of commercial secret to the object;

2) the object of the commercial secret status corresponds to the commercial secret features
specified in the norm. The person may receive commercially confidential information if the
disclosure of the information is provided for by law or, if the requested information concerns a
significant public interest and the disclosure is proportionate to the possible harm to the
interests of the capital company (Judgment of the Supreme Court Senate, April 11, 2014, case
No SKC-10/2014).

Protection of a commercial secret is very important for the merchant, because the value of the
merchant’s enterprise and its development possibilities depend on it. Passing a commercial secret
on a competitor gives it an economic advantage and is contrary to fair business practices. At the
same time, the commercial secret holder must make reasonable efforts to protect the value at his/her
disposal. First of all, the merchant must determine for himself which economic, technical or
scientific matters or information related to the company will be kept secret. Secondly, the merchant
must ensure the measures to preserve the commercial secret (judgment of the Department of
Administrative Cases of the Supreme Court Senate, case No SKA-168/2010, May 17, 2010).
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According to the author, it is a respectable judgment of the court to consider the view as false,
if by limiting a participant’s right to information only a suspicion is required, as the legislator’s
will, when defining the term “reasonable suspicions”, clearly indicates that there is a need for an
objective legal or factual basis for this suspicion; on the other hand, if there are reasonable
suspicions, they must be supported by evidence. Such an approach is also provided by the
Grammatical Understanding of Article 194 of the Commercial Law, because in the explanatory
dictionary of the Latvian language (available at www.tezaurs.lv) it is said that “justified is one
whose truth, necessity is proved”. Thus, the participant’s right to information cannot be restricted if
there is no evidence of the validity of the suspicion, because in such a case the suspicion is not and
cannot even be justified (Judgment of 13 April 2017 by the Riga Regional Court Civil Cases
Judgment in case C30442415).

Another point worth discussing is the situation where a participant wishes to exercise the right
to information, receive information about the company’s activities and become familiar with the
company’s documents, and he/she is still a Board member or a member of other competing 2-3
companies operating in a similar field. Where to find proportionality between a participant’s right to
information and the merits of a particular merchant to protect a commercial (trade) secret. In the
opinion of the author, if the meeting of the participants has not decided to limit the rights of such a
participant, the Board shall inform the participant about the activities of the company and allow to
get acquainted with the company documents.

Here, the new Commercial Secrets Protection Act, which aims to ensure effective protection
of commercial secrets, in particular against unlawful acquisition, use or disclosure, may serve as an
aid. In addition, this law defines the misuse and disclosure of a commercial secret as a violation of
the right without the consent of the holder of the commercial secret, and the holder of the
commercial secret in providing the information indicates that the information is a commercial
secret, as well as the need to protect the commercial secret. According to the author, it would be
advisable for the commercial secret holder to ask for a written commitment to protect the
commercial secret or to sign a confidentiality or non-disclosure agreement, at the same time alerting
him / her to take legal action in case of unlawful disclosure and use. It is therefore important that the
law provides for both the means of legal protection and the right to claim compensation by means
of monetary compensation which the author believes would be one of the defenses against the
unlawful use and disclosure of the commercial secret. An important aspect is that a commercial
secret is recognized as a restricted access information within the meaning of the Information
Transparency Act until the business secret holder informs in writing about the termination of the

commercial secret status or when the relevant information has become known or accessible to other
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persons on a legal basis. (Law on Protection of Commercial Secrets, Law on Information
Transparency).

Only the members’ meeting may limit the participant’s right to information. According to the
author, a scientifically questionable is the issue whether such decisions should be taken by the
participants only at the meeting of the participants, that is, in accordance with its proclamation and
convocation procedure, deadlines (14 days), expenses, time, that it will probably be the only item
on the agenda or, however, such rights may be exercised by participants without convening a
meeting, that is, in accordance with Article 215 of the Commercial Law. However, this article also
provides for a deadline for sending all participants a draft decision no less than two weeks in
advance.

It is necessary to distinguish between two issues, the first, which generally refers to the
purpose and content of Article 215 of the Commercial Law in relation to Article 210 of the
Commercial Law (Competence of the Meeting of Participants), Article 213 (Convening of the
Meeting of the Participants). Article 210 of the Commercial Law directly and precisely defined the
scope of issues when the convocation of the meeting of the participants is mandatory (Commercial
Law). On the other hand, the purpose of Article 215 of the Commercial Law was to create another
mechanism for decision making of participants, when convening a meeting of participants is not
obligatory and not even necessary, mechanism for decision-making of participants, when there is a
need for a quick, qualitative decision and cannot wait for the scheduled meeting time of
participants. — 14 days, this question will require a separate research direction. According to the
author, the legislator wishing to provide the participant with a different decision-making mechanism
has not finalized its rules, as a result, releasing the Board from the obligation to convene a meeting
of members, and participants during the meeting to examine the items on the agenda, and assigning
this approach some weight to its realization, that is, by including mandatory conditions to send a
draft decision to all participants at least two weeks in advance. Amendments are required that
reduce or abolish such a period.

The second issue to be dealt with separately, though closely related to the above-said, is the
request of a particular participant to provide information when the costs of convening a meeting of
the participants to consider such a single issue are not in the public interests and purpose. For
example, when a company has 4-5 members, each owns 3-5% of the total number of shares in the
company, and each one every 3-4 months requires extensive information related to multiple
transactions, cash movement accounts, accounting registers. In addition, the real purpose of the
participant as to the amount of information requested is not understandable (transfer of data to a
competing company is possible; deliberate / unconscious destabilization of the company’s daily

activities due to the size of the requested information). The author considers that such a decision as

161



DAUGAVPILS UNIVERSITATES 61. STARPTAUTISKAS ZINATNISKAS KONFERENCES PROCEEDINGS OF
RAKSTU KRAJUMS THE 615" INTERNATIONAL SCIENTIFIC CONFERENCE OF DAUGAVPILS UNIVERSITY

to limiting the participant’s rights may be taken by a majority of the participants immediately by
different means of communication (post, joint immediate consultation, electronic communication,
telephone, etc.) and by appropriate registration / fixing of the decision.

Conclusions

The rights of receiving information of a member of the Company shall be divided into the
following categories as the right to know about certain events, for example, the convening of the
Meeting of the Participants; the right to get acquainted with specific documents provided for in the
Commercial Law, such as the register of participants, the draft meetings of the participants; the
right to receive a certified extract from the company membership register of the shares in the
company or a copy of the last register compartment, an annual report, proposal for profit utilization.
In addition, the participant has the right to receive information from the Board on the company’s
activities and to get acquainted with all documents of the company.

The participant’s right to information is independent of the number of shares it holds.
The Board has no right to limit the participant’s right to information. Only a meeting of members
can decide to limit the participant’s right to information. Such rights may be restricted if there is a
reasonable suspicion that the participant may use the information obtained contrary to the purpose
of the company.

The decision of the Meeting of the Participants may limit the participant’s right to information
in each particular case, rather than completely limit the receipt of information forever.

The Company’s Management Board may recognize specific information about a commercial
(trade) secret. However, the recognition of information as a trade secret does not mean that a
participant cannot exercise its rights and does not receive any information. The Management Board,
when providing information to a participant, indicates that the information is a commercial secret,
as well as the need to ensure the protection of the commercial secret by warning the court in case of

violation of the law.
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Abstract

Problems of proving emotional domestic violence
Key words: family, domestic violence, emotional violence, evidence
The Latvian legal framework does not foresee any liability for emotional domestic violence against an adult. Moreover,
emotional violence remains unpunished, and the only thing that can be done in practice by the victim is to go to the
police to bring preventive negotiations with the perpetrator or to go to the court with an application for temporary
protection against violence. It has to be admitted that the way in which this violence is expressed is one of the most
dangerous, because prolonged life in imbalance, emotional tension, harms the human psyche and undermines
personality. Therefore, the consequences of emotional violence in society should not be underestimated. In practice,
when filing a lawsuit, the victim faced a problem of proof. Evidence fixed in any way can be used as evidence in
proceedings, but if the victim was not able to gather evidence in the violence, the only way to seek professional help
from a specialist who would be able to provide not only psychological help but also opinion.

Kopsavilkums

Emocionalas vardarbibas gimené pieradiSanas problematika
Atslegvardi: gimene, vardarbiba gimené, emocionald vardarbiba, pieradijumi
Latvijas tiesiskaja regul&juma nav paredzéta atbildiba par emocionalo vardarbibu gimeng, ja ta vérsta pret pilngadigo
personu. Emocionala vardarbiba paliek nesodita un vienigais, ko praksé var izdarit cietuSais, ir versties policija, lai
policijas darbinieki izvestu profilaktiskas parrunas ar varmaku. Tapat cietuSajam ir iesp&ja versties tiesa ar prasibas
pieteikumu par pagaidu aizsardzibu pret vardarbibu. Tacu iesniedzot pieteikumu tiesa, cietusais saskaras ar pieradiSanas
problematiku. Tiesvediba ka pieradijumu var izmantot jebkura veida fiks€tus pieradijumus, bet, ja cietusais savlaicigi
pieradijumus savakt nepaspgja, vienigais risinajums ir versties pec palidzibas pie specialista, kur§ var€tu sniegt ne tikai
psihologisko palidzibu, bet arT atzinumu lieta. Jaatzist, ka §is vardarbibas izpausmes veids ir viens no bistamakiem, jo
ilgstosa dzive disbalansa un emocionalaja spriedzg, nodara kait€§jumu cilvéka psihei un personibai. Tade] sabiedriba
nevajadz&tu nenovertét emocionalas vardarbibas sekas.

Introduction

The Aim of the Article: to analyse forms of expression of emotional violence, with a special
attention to the means of proof that can be used in court proceedings in cases of temporary
protection against violence and in family law disputes affecting the interests of children.

Methods: analysis, induction, deduction, systematic logical, sociological.

When physical force is used like body injury, murder, rape, there is a reaction in the society.
However, domestic violence includes not only physical or sexual violence. It has several forms of
expression, and one of them is emotional or psychological violence. Emotional violence does not
cause resonance in society, but its consequences for the victim are sometimes more dangerous than
physical harm. It harms the personality. Emotional violence is a way of influencing the human
psyche without physical harm. Responsibility for the application of emotional violence in the legal
framework of the Republic of Latvia is not foreseen, but there is a possibility to apply for temporary
protection against violence and to protect itself from further influence. However, temporary
protection against violence is a civil process and, as in any civil case, the claimant must prove the
claim. As a result of physical injury, the main evidence is the recording of bodily injury in a

medical facility. In the case of emotional violence, on the other hand, the collection of evidence is
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more difficult. The authors of the article analyse the ways in which emotional violence is revealed
and the problems of proof based on theory and practice.
Expression of emotional violence

Emotional (psychological) violence is a way of not applying physical pressure, influencing a
human psyche. Usually it is in behavioural control (abuser controls the life of the victim, in contact,
where to spend time, account for delays, constant interrogation, etc.), in the control of thinking
(installs his own thoughts), in the control of emotions (provocation of emotions and manipulation to
cause a certain emotion), in information control (controls information sources, such as what you
watch, read, listen, etc.). It is always an imbalance when one dominates, while the other obeys. One
of the dangerous manifestations of emotional violence is gaslighting — denial of reality. For
example, denying the facts (“What with you, | have never said so0), denying emotions (“Ask, you
feel you have a bad mood, but not at all’), ““A real man (woman) does not behave.” That is — if you
were different (better) — there would be no problem at all. Working with yourself, growing up!
Clinical Psychologist Kocetkov J. Draws attention to the fact that most of the victims of gas-lighted
patients develop anxiety and depressive disorders (Kocetkovs J., Latipovs 1., 2018).

A lot of people confuse love with the total control. If a partner asks a woman to leave work
and work better with the household and children, because her income is able to provide the family
with everything they need — this can be considered a concern. But if a partner is critical of a
woman’s work, work, friends, family, and insists that she leave work and get in touch with close
people, there is obviously a tyrant in front. Tiran strives to control everything, ridicule, break goals,
reduce self-esteem. For Tiran the main is — victim to feel that if not he/she would no longer need
anyone. Violence can be rude, threatened, insulted, but can also happen without it. Society is often
not distinguished from genuine tyranny. It is also quite difficult to distinguish violence from the
perspective. Such injuries are not always obvious to the surrounding and sometimes to the victim.
One’s cannot see a damaged self-esteem but the damage done to a person can only be seen when the
consequences are as severe as not being seen. Speaking of emotional aspects, everything seems
exaggerated to others, but they do not see what happens in the family behind closed doors. A
victim, such as a woman, should be aware that, in such relationships, the psyche will be destroyed.
Unfortunately, in practice, this identification takes place late, when the personality is already
changed, when the person no longer has the power to fight when the person does not believe in
himself and believes that he is guilty. In addition, they do not believe that the situation can be
changed by receiving support. The reasons why a person chooses to stay in such unhealthy
relationships can be varied, such as fear of taking away children, shame, lack of work and income,
and inability to support themselves, childhood problems, etc. Only qualified specialists — a

psychologist or a psychiatrist — can identify problems and help solve them. If you ignore the
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problems and continue to tolerate emotional violence, you may end up in a physical shift to
emotional violence. Only the external force can stop the person who has permission to treat the
other person.

In 2018 the Ministry of Welfare of the Republic of Latvia published an informative report on
violence against women and domestic violence and their prevalence and dynamics in 2016. It has
published data for 2016. In 2016 in Latvia 109 women who suffered from emotional violence
(including 96 of them in the family) received social rehabilitation service. Moreover, for those who
attended individual counselling and group therapy, the prevalent type of violence was emotional
violence and physical violence. However, this service starts with the recommendations of the
authorities (for example, the Orphan’s Court) and a very small number of cases when the person
starts rehabilitation itself. In 2016 there were 977 children who received social rehabilitation service
due to emotional violence. The study shows that children most often suffer directly from emotional
violence, either from combined violence, or physical abandonment (Ministry of Welfare, 2018).
Studies by the European Union show that 60% of women equivalent to about 505,000 Latvian
women (Ministry of Welfare, 2014), have suffered from existing or former partner psychological
violence in their lives.

Temporary protection against violence

Liability for emotional violence against adults is not provided for in the Latvian legal
framework. The Latvian Administrative Violations Code 172.% provides with administrative
liability for physical or emotional abuse against the child. An adult has the right to go to the police.
The police make a decision on segregation if there is an immediate threat, namely the risk of
violence. If no immediate threat has been identified, the police explain that they should go to court
with an application for temporary protection against violence. The procedure is stipulated in the
Cabinet of Ministers Regulation No. 161 “Procedure for Prevention of Violence and Provisional
Protection against Violence”. In practice, the authors decide to use this option when the victim has
already made a decision to divorce (if it has been concluded), terminate the relationship with the
abuser (if the marriage is not concluded), if the process of custody of the child is expected (if there
are children with the offender). If there is emotional violence in the family, the best way is to
separate the abuser from the victim so that the process of divorce or custody of children takes less
stress. Judging always causes discomfort known to man but if the other party is a person who has
been controlling, terrorizing for years, then the process causes fear and pain to the victim. In
addition, in order to achieve the desired result, the abuser will continue to manipulate and influence.
Conversely, if a court decision on temporary protection against violence is in force, the perpetrator
is forbidden to approach the victim and to communicate and contact him in any way. However, as

authors practice, in such cases, manipulation and control can continue if there are children together.
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Unfortunately, the child is often used in parental manipulation. Even if a decision on temporary
protection against violence is in force and does not affect the child, the child has the right to use the
second parent. There is a risk that the abuser will try to influence the child, settle down, bribe, etc.
Means of proof in civil proceedings

All family law disputes, including the process of temporary protection against violence,
should be considered in civil proceedings and any claim should be based not only on legal norms
but also on evidence. Section 92 of the Civil Procedure Law determines that evidence is the
information upon which the court determines the existence or non-existence of facts that are
relevant to the adjudication of the case. However, Section 93 of the Civil Procedure Law determines
that the plaintiff must prove the validity of his claims, but the defendant must prove the validity of
his objections. The claimant — in this case, the victim of violence — must justify the claim with
specific, verifiable facts and evidence. The application for temporary protection against violence
should not only indicate some form of violence or violent control, but also how it manifests itself
(paragraph 4 of the application) and describe the evidence available to the claimant (paragraph 7 of
the application). These are mandatory points to be filled in (Cabinet Regulation No. 161).

Talking about emotional violence is more difficult to collect. One of the means of proof is the
explanations of the parties (Section 104 of the Civil Procedure Law). The plaintiff and the
defendant provide their explanations and, if they are to be confirmed by other evidence, they must
be regarded as evidence. On the one hand, when lodging an application with the court, the plaintiff
signs the truthfulness of the information provided and has been warned of criminal liability for the
provision of false information. On the other hand, if there is no other evidence the court will not be
able to objectively and comprehensively assess the circumstances of the case, based solely on the
contradictory explanations of the parties.

Witness testimony as a means of proof (Section 105 of the Civil Procedure Law) if someone
has knowledge of the facts relating to the case. In practice, these things are used in categories, but
they are often not witnessing. Domestic violence is a latent crime because everything is happening
in the family, behind closed doors and hidden from the surrounding eyes. For example, in one of the
civil cases, the defendant summoned his mother to a hearing to give evidence of the untruthfulness
of the information provided by the applicant. However, the witness could not answer any question
of the court, because in fact he/she did not live with the parties, did not know what was happening
in their everyday life, etc., but he/she only knew what her son told her.

Written evidence (Section 110 of the Civil Procedure Law) plays an important role in the
hearing of a case. In the case of emotional violence, they could be the victim’s diaries (for example,
if a woman leads a diary and writes down all the events, her thoughts and feelings), letters, text

messages, other types of correspondence, and other records (such as an audio recording) suggesting
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violence existence, threats, etc. In practice, until the victim (most often a woman) decides to bring
such a claim to the court, the victim had already applied to the police or had a call to the scene.
Usually, the police warn the person (the abuser) of the inadmissibility of the unlawful acts, take
preventive talks. A police statement on the number and outcome of calls can serve as one of the
written evidences. If the victim first contacted other institutions, such as the crisis centre, then all
inquiries should be required. In foreign practice, the best way to prove emotional violence and
protect yourself is to keep a diary with facts and record telephone calls.

The material evidence (Section 115 of the Civil Procedure Law), proving emotional violence
in authors’ practice, was not found but still possible. For example, gifts from the abuser with threats
and other inscriptions showing violence; important things for the victim who deliberately broke the
abuser, etc.

Expertise (Section 121 of the Civil Procedure Law) at the request of a party may serve as one
of the most important evidence, as it will be based on the expert’s knowledge — an expert
assessment of the consequences of emotional violence on the victim. The expert answers the
psychological state of the injured person, changes after the end of the violence, the consequences in
the emotional sphere, behaviour, cognitive functioning, social sphere, feelings, etc., or trauma or
emotional experience. In the authors’ practice such was not assigned as categories of cases, but the
victims testify to the opinion of a psychologist.

The opinion of the institution (Section 126 of the Civil Procedure Law) is usually given in
cases involving children. If the violence is directed against a child, either if there is a civil
procedure for custody and access rights, the opinion is given by the Orphan’s court. In this case, the
best interests of the child are essential.

Conclusions

Emotional violence is one of the most dangerous forms of domestic violence, because
prolonged life in emotional tension causes damage to the human psyche and personality. Physical
harm is a danger to life and health, but the consequences of emotional violence should not be
underestimated. Emotional violence is very widespread, but it does not pay much attention to
society or distinguish it because of stereotypes and prejudices.

The body of evidence mentioned in the article is perfect but in the real life the person who has
suffered from emotional violence is not the proof.

In this case, the only way out is to get help from specialists — a family doctor, a psychologist,
a psychiatrist, a crisis centre, etc. to get not only psychological help, but also to get a specialist
opinion. However, it must be acknowledged that domestic violence is a latent crime and not all

victims seek help at once or later.
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The Istanbul Convention provides that parties shall take the necessary legislative or other
measures to ensure that the intentional conduct of seriously impairing a person’s psychological
integrity through coercion or threats is criminalised. In Latvia, responsibility for psychological
violence is not provided for. But several European Union countries fulfilled the requirements of the
Istanbul Convention and determined responsibility for psychological violence within the family (for
example, France, Ireland).

In view of the negative effects of psychological violence, attention should be paid to this in
Latvia. As one of the solutions is to recognise as a criminal offence the activities of a person who
knowingly and relentlessly takes action that is controlling or coercive; or has a serious effect on a
relevant person, and; or a reasonable person would consider likely to have a serious effect on a
relevant person (psychological violence, offence of coercive control). As the main evidence in the
case, would be an expert’s opinion on the harm caused to a person (moral, psychological).
Moreover, after the guilty person is brought to justice, the victim could recover his injury compensa

tion.
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Abstract

Control of the legality of the processing of data resulting from operational action
Key words: data protection, justice, control, data subject rights, operational activity
The effectiveness of legal rules in general and the rights of data subjects, in particular depend to a large extent on
appropriate mechanisms for their implementation. In the digital age, data processing has become comprehensive and
increasingly difficult to understand. In order to reduce the imbalance between data subjects and controllers, individuals
have been given a certain right to exercise greater control over their personal information.
Irrespective of the importance of taking operational action measures, the data subject is also entitled to the protection of
his or her data, even to a limited extent, in this processing.

Kopsavilkums

Operativas darbibas rezultata iegiito datu apstrades tiesiskuma kontrole
Atslegvardi: datu aizsardziba, tiesiskums, kontrole, datu subjekta tiesibas, operativa darbiba.
Tiesibu normu efektivitate kopuma un jo TpaSi datu subjektu tiesibas liela méra ir atkarigas no atbilstoSiem
mehanismiem to Istenosanai. Digitalaja laikmeta datu apstrade ir kluvusi visaptveros$a un arvien grutak saprotama. Lai
mazinatu nelidzsvarotibu starp datu subjektiem un parziniem, individiem ir pieskirtas noteiktas tiesibas veikt lielaku
kontroli par savu personisko informaciju.
Neatkarigi no ta, cik svariga operativas darbibas pasakumu veikSana, datu subjektam ir tiesibas uz savu personas datu
aizsardzibu pat ierobezota apjoma.

Introduction

The right to access data and the right to rectify it is laid down in Article 8 (2) of the Charter of
Fundamental Rights of the European Union (hereinafter — Charter), which is the primary legal act of
the European Union (hereinafter — EU) and has a fundamental value in the EU legal system. EU
secondary legislation, in particular Regulation (EU) 2016/679 of the European Parliament and of
the Council of 27 April 2016 on the protection of natural persons with regard to the processing of
personal data and on the free movement of such data, and repealing Directive 95/46/EC (General
Data Protection Regulation, hereinafter — GDPR) and European Parliament and of the Council of 27
April 2016 on the protection of natural persons with regard to the processing of personal data by
competent authorities for the purposes of the prevention, investigation, detection or prosecution of
criminal offences or the execution of criminal penalties, and on the free movement of such data, and
repealing Council Framework Decision 2008/977/JHA (hereinafter — Police directive), have
established a coherent legal framework that mandates data subjects to give them rights to
controllers. Access to personal data is a fundamental right of data subjects, as it enables them to be
aware of the data processing related to them. In addition, it may also be a prerequisite for other
rights, such as the right to rectification and the right of redemption.

In addition to providing individuals with rights, it is equally important to create mechanisms
that allow data subjects to challenge violations of their rights, control those responsible, and claim

compensation. The right to an effective remedy guaranteed by the European Convention for the
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Protection of Human Rights and Fundamental Freedoms (hereinafter — Convention) and the Charter
provides that remedies are available to everyone.

The purpose of this article is to analyse the scope and limits of the data subject’s right of
access in the context of operational activities.

An equivalent study, to the knowledge of the author, has never been carried out to date. The
tasks of the article are: to understand and analyse the preconditions for the exercise of the data
subject’s access rights in cases when data processing takes place in the context of operational
activities; to study legislation defining (defining) the scope and limits of the right. The analytical,
inductive, systematical, logical and comparative scientific research methods are used during the
research progress.

Discussion

The scope and content of access rights are defined in Article 15 (1) of the GDPR and Atrticle
14 of the Police directive, which is identical in nature.

Where the processing of data by the competent authorities (police, prosecutors, etc.) is done to
prevent, investigate, detect criminal offenses and administrative offenses and to protect against
threats to public policy, access rights have certain limitations. The right of access to your personal
data may be limited only if that restriction is considered to be a necessary measure in a democratic
society in order to:

(a) protect national security, public security, national monetary interests or combat crime;
(b) protect the rights and freedoms of data subjects or other persons.

Exercising the right of access with the above limitations is an obligation imposed on the
controllers, including the right to obtain information on the purpose of the processing, the legal
basis, the information on the recipients or categories of recipients of the data, and the content of the
information disclosed, not only in relation to the present, but also the past.

The right of access, as well as the right to rectify or erase personal data and to limit
processing, must be in writing by submitting a signed or secure electronic signature application, or
by using the authentication service available on the website www.latvija.lv using certain
authentications ways to verify your identity and free of charge. The request may be subject to a
reasonable administrative fee if the law so permits and the request is manifestly unfounded or
excessive. The law enforcement authority may also refuse to respond to such manifestly
unreasonable or excessive requests, especially if their repetition justifies such refusal.

The Police directive, in its guidelines and basic principles for the processing of personal data,
is identical in substance to certain exceptions and limitations of Directive 95/46 / EC, which has
lapsed with the date of application of the GDPR (25 May 2018).
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The Court of Justice of the European Union has already recognized that the provisions of
Directive 95/46 which, in so far as they govern the processing of personal data which may
undermine fundamental freedoms, and in particular the right to privacy, must be interpreted in the
light of the fundamental rights guaranteed by the Charter [1]. Article 7 of the Charter guarantees the
right to privacy, while Article 8 of the Charter provides for the right to the protection of personal
data. Paragraphs 2 and 3 of the latter article specify that these data must be processed in good faith,
for specified purposes and with the consent of the person concerned or by another legitimate statute
that everyone has the right of access to the data collected about him and his rights. To make
corrections to these data and that compliance with these rules is controlled by an independent
authority.

In particular, with regard to the general conditions of legality laid down in Directive 95/46, it
should be noted that, with the exception of the derogations provided for in Article 13 thereof, any
processing of personal data must, first, comply with the principles set out in Article 6 of this
Directive and, secondly, must comply with one of the principles listed in Article 7 of that Directive
for the recognition of data processing as lawful. An identical position and general conditions for the
processing of personal data are also enshrined in Articles 4 and 8 of the Police Directive. It follows
from the foregoing that, in order to recognize the lawful and legitimate processing of personal data
by the law enforcement authority in the context of an operational activity, it must meet a number of
criteria, namely, comply with the basic principles of data processing, for precise, explicit and
legitimate purposes and the legal basis for processing. The processing of personal data shall be
considered lawful only in so far as such processing is necessary for the performance of the task
performed by the competent authority for those purposes and the task is determined by the
regulatory act of the competent authority. In the absence of any mandatory data processing, it
cannot be recognized as legitimate and justified.

In order to assess and establish whether a law enforcement authority has lawfully performed
the processing of personal data of the natural persons involved in the operational activity, the data
subject has the right to request a legal assessment of the processing of personal data during the
operational activity in accordance with the procedures specified in regulatory enactments.

Operational measures must be taken both before and during criminal proceedings, and may
continue after the criminal proceedings have been completed. These measures must be carried out
solely for the purpose of fulfilling statutory tasks, such as protecting individuals against criminal
threats, preventing, preventing and detecting criminal offenses, clarifying the perpetrators and
sources of evidence, political, social, military, economic, scientific, technical, obtaining,
accumulating, analysing and using criminal and other information related to the sphere of crime and

its infrastructure related to threats to national security, defense and economic sovereignty in
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accordance with the procedures prescribed by law. Irrespective of the importance of taking
operational action measures, the data subject is also entitled to the protection of his or her data, even
to a limited extent, in this processing.

The European Court of Human Rights has repeatedly touched on the issue of respect for
human rights in its operational activities and has recognized that the existence of provisions
allowing, for example, covert surveillance, operational hearings per se limits the rights under
Article 8 of the Convention. Article 13 of the Convention provides that anyone whose rights and
freedoms as set forth in this Convention have been violated shall have the right to effective
protection by public authorities, notwithstanding that the violation has been committed by persons
in the exercise of their official functions.

As the European Court of Human Rights has repeatedly recognized, Article 13 of the
Convention provides for access to remedies at national level, in any form ensuring the essence of
the rights and freedoms of the Convention in the national legal system. As a result of the action of
Article 13, legal remedies must be provided at national level, which makes it possible to examine in
substance the “substantiated complaint” filed under the Convention, while satisfying the discretion
of the Contracting States as to the manner in which they comply with these provision obligations
under the Convention.

In the case of the Association for European Integration and Human Rights and Ekimdzhiev
[2], the European Court of Human Rights reiterated that, in the case of effective surveillance, an
effective remedy within the meaning of Article 13 of the Convention is a remedy that is effective,
given the limited scope of protection inherent in such system. In this case, the European Court of
Human Rights assessed whether, under Bulgarian law, there were remedies that were effective in
such a limited situation. The European Court of Human Rights has recognized that an observation
test can be carried out in three stages: when it is initially requested while it is being carried out or
after it has stopped. It follows that operational control in general and the review of the lawfulness of
the individual conduct of the measure in question may be carried out at three levels: when the initial
order for execution is issued; at the time of action; after completion of the action. With regard to the
first two levels, the essence and meaning of the operational activity implies that not only the action
itself, but also the control of its legality, must be implemented without the knowledge of the person.
On the other hand, in the context of the follow-up of the rule of law, in particular with the
participation of a person, the question is whether the person should be informed of the operational
activity after the completion of the operational activity.

According to the case law of the European Court of Human Rights, in order to guarantee the
protection of the right of individuals, in cases of operational intelligence leading to a significant

interference in the privacy of a person, the law must provide sufficient protection against possible
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arbitrary action [3]. One of the elements of protection against possible arbitrary actions is the
provision of information to persons who have been subjected to specific operational emergency
measures, if such information on the operational emergency measures taken does not pose a threat
to other interests. On the basis of the above-mentioned findings of the European Court of Human
Rights, the Latvian legislator made amendments to the Law on Operational Activities, providing for
informing the person about the operational activities and time performed, as well as listing the cases
when this information is not provided. This obligation to provide information shall apply only to
operational measures taken in a special manner. Consequently, the subjects of the operational
activity are not obliged to inform the data subjects in the framework of the Law on Operational
Operations regarding the operational measures taken against them in a general manner. However,
this does not mean that the data subject is thus denied access to information on the processing of
their data in the context of an operational activity, if measures are to be taken in a general manner.

Article 5 of the Operational Activities Law provides that if a person considers that an actor
has acted in violation of his or her lawful rights and freedoms, he or she has the right to submit a
complaint to the prosecutor, who, upon inspection, gives an opinion on the officer of the operator.
Compliance with the law as well as it can go to court. If any of the restrictive conditions for access
rights occur and operational measures have been taken against the data subject in a general manner,
the individual is entitled to refer the lawfulness of his or her data processing to the prosecutor’s
office or to the court (administrative court) immediately.
Conclusions

Operational subjects are not obliged to inform data subjects in the framework of the
Investigatory Operations Law regarding operational measures taken against them in a general
manner. However, this does not mean that the data subject is thus denied access to information on
the processing of their data in the context of an operational activity if the measures are to be taken
in a general manner.

If any of the restrictive conditions for access rights occur and operational measures have been
taken against the data subject in a general manner, the individual is entitled to refer the lawfulness
of his or her data processing to the prosecutor’s office or immediately to the court (administrative

court).

References

Skat. Eiropas Savienibas Tiesas virspalatas 2015. gada 6. oktobra spriedumu lieta Nr. C-
362/14, EU:C:2015:650, 38. punkts un taja minéta judikatiira. Pieejams: https://eur-
lex.europa.eu/legal-content/LV/TXT/?uri=CELEX%3A62014CJ0362

Skat., pieméram, lietu Neimanis pret Latviju, Nr. 70597/11, 76. punkts, 2015. gada 21. jilijs.

Skat., pieméram, Eiropas Cilveéktiesibu tiesas 1984. gada 2. augusta sprieduma lieta Malone v. The
United Kingdom, Nr. 8691/79 67. punktu.

174


https://eur-lex.europa.eu/legal-content/redirect/?urn=ecli:ECLI%3AEU%3AC%3A2015%3A650&lang=LV&format=pdf&target=CourtTab
https://eur-lex.europa.eu/legal-content/redirect/?urn=ecli:ECLI%3AEU%3AC%3A2015%3A650&lang=LV&format=html&target=CourtTab&anchor=#point38
https://eur-lex.europa.eu/legal-content/LV/TXT/?uri=CELEX%3A62014CJ0362
https://eur-lex.europa.eu/legal-content/LV/TXT/?uri=CELEX%3A62014CJ0362

DAUGAVPILS UNIVERSITATES 61. STARPTAUTISKAS ZINATNISKAS KONFERENCES PROCEEDINGS OF
RAKSTU KRAJUMS THE 615" INTERNATIONAL SCIENTIFIC CONFERENCE OF DAUGAVPILS UNIVERSITY

Eiropas Cilvektiesibu un pamatbrivibu aizsardzibas konvencija. Pieejams:
https://www.vestnesis.Iv/ta/id/43859

Eiropas Savienibas ~ Pamattiesibu  harta. Piecjams: https://eur-lex.europa.eu/legal-
content/LV/TXT/PDF/?uri=CELEX:12016P/TXT&from=FR

Eiropas Parlamenta un Padomes Regula (ES) 2016/679 (2016. gada 27. aprilis) par fizisku personu
aizsardzibu attieciba uz personas datu apstradi un $adu datu brivu apriti un ar ko atce] Direktivu
95/46/EK (Vispariga datu aizsardzibas regula). Pieejams: https://eur-lex.europa.eu/legal-
content/LV/TXT/?uri=CELEX%3A32016R0679

Eiropas Parlamenta un Padomes Direktiva (ES) 2016/680 (2016. gada 27. aprilis) par fizisku
personu aizsardzibu attieciba uz personas datu apstradi, ko veic kompetentas iestades, lai noverstu,
izmekl€tu, atklatu noziedzigus nodarfjumus vai sauktu pie atbildibas par tiem vai izpilditu
kriminalsodus, un par $adu datu brivu apriti, ar ko atce] Padomes Pamatlémumu 2008/977/T].
Pieejams: https://eur-lex.europa.eu/legal-content/LV/TXT/?uri=celex%3A32016L0680

Eiropas Parlamenta un Padomes Direktiva 95/46/EK (1995. gada 24. oktobris) par personu
aizsardzibu attieciba uz personas datu apstradi un $adu datu brivu apriti. Zaud&ja speku no
25.05.2018. Pieejams: https://eur-lex.europa.eu/eli/dir/1995/46/0j/?locale=LV

Operativas darbibas likums / Latvijas Republikas likums / Pienemts 16.12.1993; stajies spéka
13.01.1994. /[ “Latvijas Véstnesis” 30.12.1993. Nr. 131. Pieejams: https://www.vestnesis.lv/ta/id/
57573-operativas-darbibas-likums

175


https://www.vestnesis.lv/ta/id/43859
https://eur-lex.europa.eu/legal-content/LV/TXT/PDF/?uri=CELEX:12016P/TXT&from=FR
https://eur-lex.europa.eu/legal-content/LV/TXT/PDF/?uri=CELEX:12016P/TXT&from=FR
https://eur-lex.europa.eu/legal-content/LV/TXT/?uri=CELEX%3A32016R0679
https://eur-lex.europa.eu/legal-content/LV/TXT/?uri=CELEX%3A32016R0679
https://eur-lex.europa.eu/legal-content/LV/TXT/?uri=celex%3A32016L0680
https://eur-lex.europa.eu/eli/dir/1995/46/oj/?locale=LV
https://www.vestnesis.lv/ta/id/57573-operativas-darbibas-likums
https://www.vestnesis.lv/ta/id/57573-operativas-darbibas-likums

DAUGAVPILS UNIVERSITATES 61. STARPTAUTISKAS ZINATNISKAS KONFERENCES PROCEEDINGS OF
RAKSTU KRAJUMS THE 615" INTERNATIONAL SCIENTIFIC CONFERENCE OF DAUGAVPILS UNIVERSITY

CRIMINAL RESPONSIBILITY FOR CRIMES AGAINST
INTELLECTUAL PROPERTY UNDER THE LEGISLATION OF
EUROPEAN COUNTRIES

Juna Kjaksta
Daugavpils University, Parades street 1, Daugavpils, Latvia, LV-5401, junakjaksta@inbox.lv

Abstract
Criminal responsibility for crimes against intellectual property under the legislation of European countries

Key words: intellectual property, criminality, the criminal legislation, copyrights, invention rights, European legislation
The article is devoted to the issues of criminal law ensuring the protection of intellectual property in some European
countries. The author explores the European legislation on responsibility for violation of intellectual rights. Special
attention is paid to the structure of legal regulation of criminal liability for these offenses. The analysis of the criminal
legislation of Latvia on the protection of intellectual property and the law enforcement practice shows that at the
moment it requires serious legislative changes. This situation is explained by the relatively recent history of intellectual
property protection in Latvia. In this context, it seems appropriate to refer to the legislation of other European countries
that have a wealth of experience in dealing with encroachments on intellectual property.

Kopsavilkums

Intelektuala ipasuma kriminaltiesiskas aizsardzibas reguléjums Eiropas valstis
Atslegvardi: intelektualais ipasums, noziedziba, kriminaltiesibu akti, autortiesibas, izgudrojumu tiesibas, Eiropas
tiestbu akti.
Raksta mérkis ir izzinat intelektuala IpaSuma kriminaltiesiskas aizsardzibas mehanismus dazadas Eiropas valstis. Autore
analizé Eiropas valstu normativos aktus, kas skar atbildibu par parkapumiem intelektuala IpaSuma tiesibu joma. Ipasu
uzmanibu veltot kriminalatbildibas par min&tiem parkapumiem tiesiska regul&juma struktiirai. Analiz&jot Latvijas
normativos aktus, kar regule intelektuala Tpasuma aizsardzibu, ka arT $o normativo aktu tiesibu piemerosanas praksi,
konstat&jams, ka lidz $im Latvijas kriminaltiesibas intelektuala TpaSuma kriminaltiesibu jautajumi nav bijusi par plasas
un padzilinatas izpétes objektu. Saja konteksta ir lietderigi apskatit dazadu Eiropas valstu normativo regul&jumu, kuram
ir bagata pieredze intelektuala Ipasuma parkapumu novérsana.

Introduction

Active integration of Latvia into the world community, joining the World Trade Organization,
joining the relevant international agreements in this regard, forces the intellectual property
protection issues to be oriented towards developed European countries (Ministru kabineta rikojums
Nr. 169 Konvencija par Pasaules intelektuala ipasuma organizacijas dibinasanu, 2015). The purpose
of the work — to study the content of criminal law protection of intellectual property in the
normative legal acts of European countries — Criminal Codes and other laws. The main objective of
identifying theoretical foundations and aspects of criminal protection of intellectual property is to
identify those intellectual property protection findings that are guidelines for the development of
intellectual property rights in the Republic of Latvia. The development of criminal protection of
intellectual property has taken place imperceptibly due to the lack of adequate theoretical research.
Proposals for the improvement of intellectual property rights can not be formed without historical
research and study of theoretical knowledge. The theoretical basis must be developed, taking as a
basis the knowledge of law scientists of other countries in this area. The tasks of scientific work are
as follows: to clarify the regulation of intellectual property protection in the Criminal Codes of

European countries, analyzing it in conjunction with civil and administrative law protection means;
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identification of the most characteristic features of the object of Criminal Law of intellectual
property in the normative acts of European countries.

The struggle with intellectual property has become one of the most pressing tasks in Latvia
and abroad today. In order for this task to be feasible, effective remedies must be available: the
power of intellectual property rights is reflected in the exercise of these rights, or in the enforcement
options best reflected in the remedies available to the rights-holder against the rights-holder. In civil
law, the widest range of means is available to enable the victim to obtain material and moral
satisfaction with the infringed rights in respect of criminal sanctions (Latvijas Civillikuma
komentari, 2002), the position being that they would apply primarily to particularly gross and
systematic commercial infringements of intellectual property rights.

Discussion

The topicality of the issue of criminal law protection of intellectual property could be in the
theoretical plaque, especially considering that up to now Latvian criminal law issues of criminal law
of intellectual property have not been the subject of extensive and in-depth investigation.

Economic crime against intellectual property is a set of crimes directed against authors and
legal entities that directly own these intellectual properties, as well as the ways and means of using
these products that are part or closely related to intellectual property products (Maukesuu, 2017,
p173.). As recognized by the Riga Regional Court Criminal Cases Chamber in its judgment of 19
September 2013, the impact of computer program piracy on the rights and interests of society is
much wider than the loss suffered by computer software producers. Therefore, this system of
protection of rights should be such that those who invest their finances and knowledge in
intellectual property products can rely on their investment being properly, not just declarative,
protected and able to recover their investment (Rigas apgabaltiesas 2013. gada 19. septembra
spriedums lieta Nr. 11816006611).

The Berne Convention for the Protection of Literary and Artistic Works, adopted in 1886,
deals with the protection of works and the rights of their authors. This is the first codified legal act
aimed at protecting the rights and interests of intellectual property owners. Obviously, the adoption
of this convention was justified by the increased number of copyright infringements.

The criminal codes of the Federal Republic of Germany, the Republic of Poland, Switzerland,
Austria, Italy, Holland and other countries are not the only sources of intellectual property
protection rights in these countries. The relevant norms in these countries are enshrined in special
laws. These laws often provide for sanctions for violation of intellectual property rights. Unlike the
Republic of Latvia Criminal law, the national regulations allow for criminal liability regulation and
not only by code but also by another application of the law, or at all does not contain codified

normative acts in the field of criminal law.
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For example, Article 1 of the Danish Criminal Code (Danish Criminal Code, 2008, p. 296)
states that only acts punishable under a statute or entirely comparable acts shall be punished.
According to Article 1 of the Swiss Criminal Code (December 21, 1937), which provides for the
principle of no penalty without law, no one may be punished for an act unless it has been expressly
declared to be an offence by the law. The law category is not specified in this case. A similar
regulation is contained in Article 111-2 of the Criminal Code of the French Republic (2005), as well
as in several other countries. The Criminal Codes of the aforementioned countries hardly contain
norms regulating criminal offenses against intellectual property. For example, the Danish Criminal
Code refers to the intention to provide or introduce information about a company’s business secrets
as one of the particularly aggravating circumstances of violation of the confidentiality of
correspondence, housing or other location (Danijas kriminalkodekss. Salidzinamas kriminaltiesibas,
2008). This Criminal Code contains no other references to intellectual property rights.

European countries where the rules for the application of criminal law on intellectual property
protection are included in cross-sectoral legislation can be mentioned: Greece (Law No. 2239 on
Trademarks 1994), Ireland (Copyright and Related Rights Act, 2000), Cyprus (Copyright Laws,
1976), Norway (Trademarks Act, 2010), Portugal (Industrial Property Code, 2008) and others. This
approach looks irrational. Firstly, the development of public relations, in the field of the use of
intellectual creativity products, requires the establishment of a unified system of intellectual
property legislation. Secondly, the incorporation of the legal norms regulating the protection of
intellectual property into various regulatory enactments makes it difficult to understand the content
of the intellectual property as a criminal protection object, as well as the practice of applying these
norms. (Izmainas intelektuala TpaSuma aizsardziba, 2011). Emphasizing that the implementation of
positive law enforcement practices, the emphasis is on general rules of criminal law. It is self-
evident that for the most effective law enforcement, it is advisable to put these rules in one act — the
Criminal Code.

Law scientists note the trend of codification of criminal law, which is characteristic of both
the Continental (Roman — Germanic) family of the legal system and the general law (“Common
law”’) (Kamunckwuii, 2004. p. 560). According to this trend, norms that provide for criminal liability
for violations of intellectual rights are grouped into a single legal act (code). At the same time, they
are usually structurally separated and act as a single object complex of legal norms of criminal law
enforcement. The special part of the Criminal Code of the Republic of Bulgaria (Hakaszarenen
Komeke, 1968) contains a special section “crimes against intellectual property”. Other Bulgarian
laws do not contain criminal law provisions in the area of intellectual property. The Spanish

Criminal Code of 1995 (Penal Code, 1995) contains a section entitled “on felonies against
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intellectual and industrial property, the market and consumers”, which is almost entirely devoted to
responsibility for infringements of intellectual property rights.

The French intellectual property code (Code de la Propriété Intellectuelly, 1992) contains a
wide range of creative and other protected intellectual property objects, including those that are not
included in Latvian laws and regulations (lectures, speeches, sermons, court speeches or other
works of the same nature, as well as other types of clothing and footwear produced by seasonal
industry, t.sk. fashion items) (Intelektualais Tpasums, 2008). The Code provides for criminal
liability for illegal actions in relation to all these objects without exception. Indications of certain
elements of intellectual property in the relevant provisions of the law have the status of an example
or perform some concretizing function.

The content of intellectual property in European legislation is mostly homogeneous from the
point of view of the object of the crime. The unifying effect of international agreements seems
obvious: The Universal Copyright Convention, Rome Convention for the Protection of Performers,
Producers of Phonograms and Broadcasting Organizations, The World Intellectual Property
Organization Copyright Treaty (WIPO Copyright Treaty or WCT), The WIPO Performances and
Phonograms Treaty (WPPT), The Agreement on Trade-Related Aspects of Intellectual Property
Rights (TRIPS), etc.c.

A high level of danger to the public in the event of an infringement of intellectual property
rights and the recognition of that danger by national legislators can be judged by the sanctions of
the criminal law norms of the countries concerned (Personu ipaSums un ta aizsardziba, 2002). The
penalties for these crimes are comparable, and in some cases even exceed the penalties for crimes
against property. The Spanish Penal Code provides that for infringement of intellectual property
rights, the court may impose a prison sentence of at least half a year or a fine of at least six
minimum months’ salary, comparable to a penalty for theft in aggravating circumstances,
misappropriation or fraud. According to the norms of French Code of Intellectual Property (Code de
la Propriété Intellectuelly, 1992), most offenses related to counterfeit are punishable by a two-year
imprisonment and a high fine. Based on Article L335-9 of the code, in case of repeated
accomplishment of the given criminal act, the type of punishment imposed on the guilty person is
doubled.

Article 172A of the Bulgarian Criminal Code (Hakasarenen Komeke, 1968) stipulates that
violations of property rights in respect of intellectual property results may be punishable by up to
three years’ imprisonment and a fine. Plagiarism is punishable by a term of imprisonment of up to

two years.
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Conclusion
The analysis carried out makes it possible to draw some general conclusions about the
peculiarities of criminal protection of intellectual property in developed European countries.

— There are two main approaches to regulating the legal structure of liability for infringements of
intellectual property rights. Relevant norms may be included in cross-sectoral legislation
dedicated to a specific group of intellectual property objects, and may be grouped into one
specific structural element in the Criminal Law (usually in a section of a specific section).

— Intellectual property is understood primarily as a single object of protection of criminal law.
Such an approach is mainly reflected in the structure of the Criminal Law: by placing legal
provisions on liability for infringements of intellectual property rights in a single criminal law,
the legislator combines these norms in a single structural element of the law.

— The provision of a wide range of intellectual property objects, including those not mentioned in
the Criminal Law of the Republic of Latvia, is ensured by means of criminal justice.

—  Criminal liability for infringements of intellectual property rights does not depend on the extent
or severity of the offenses.

— The degree of criminal liability in the analyzed countries for crimes against intellectual

property is strict.
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MONETARY COMPENSATION FOR PECUNIARY LOSS
AFTER A CONSTITUTIONAL COURT JUDGMENT

Janis Priekulis
University of Latvia, Raina bulvaris 19, Riga, LV-1586

Abstract

Monetary compensation for pecuniary loss after a Constitutional Court judgment
Key words: monetary remedies, monetary damages, pecuniary loss, the Constitutional Court, an unlawful law
In Latvia according to Article 92, Clause three of the Constitution every individual is entitled to request monetary
compensation for pecuniary loss caused by an unlawful law. However, monetary compensation is a remedy of last
resort when it is not possible to ensure an effective remedy with only non-monetary remedies.
If a law that was declared unlawful by the Constitutional Court of the Republic of Latvia has not been applied to the
individual who contested particular legal norm, a procedure on how pecuniary loss is reimbursed is more ambiguous. In
order to satisfy a claim on monetary compensation for pecuniary loss, four prerequisites must be met. First, there must
be a judgment of the Constitutional Court of the Republic of Latvia wherein a law is revoked and violation of a right
belonging to a specific individual is recognized. Second, a law must be revoked with retroactive effect in respect to an
individual that requests monetary compensation for pecuniary loss. Third, a law must be revoked with retroactive effect
as of the moment when pecuniary loss occurred or continued to occur. Fourth, clear causal link between an alleged
pecuniary loss and a violation must be established. A court of general jurisdiction shall establish whether these
prerequisites are met, not the Constitutional Court of the Republic of Latvia because it is not capable to provide
monetary compensation for pecuniary loss.

Kopsavilkums

Atlidzinajums nauda par zaudéjumiem péc Satversmes tiesas sprieduma
Atslegvardi: mantiskie tiesibu aizsardzibas lidzekli, atlidzinajums nauda, zaudejumi, Satversmes tiesa, prettiesisks
likums
Latvija, pamatojoties uz Satversmes 92. panta treso teikumu, personai ir tiesibas pieprasit atlidzinat nauda zaud&jumus,
kuri radus$ies prettiesiska likuma (likuma normas) dél. Tomér atlidzingjums nauda par zaudgjumiem ir galgjais
atlidzinajuma lidzeklis, kad efektivu tiesibu aizsardzibas lidzekli nav iesp&jams nodroS§inat ar nemantiskajiem tiesibu
aizsardzibas lidzekliem.
Lai atlidzinatu zaud&umus nauda, kad uz likuma (likuma normas) pamata nav pienemts tiesibu piemérosanas akts,
pirmkart, jabiit Satversmes tiesas spriedumam, kura likums (likuma norma) atzits par prettiesisku un konstatéts
konkrétas personas nepamatots tiesibu aizskarums. Otrkart, Satversmes tiesas sprieduma ir jabiit piem&rotam
atpaka]verstam sp€kam attieciba uz personu, kura prasa atlidzinat zaud&jumus nauda. Treskart, atpakalvérstam spekam
jaaptveras ar to laikposmu, par kadu pieprasa radusos zaud€jumu atlidzinajumu nauda. Ceturtkart, jakonstate, ka
zaudéjumi radas ta nepamatota tiesibu aizskaruma rezultata, kas bijis par pamatu likuma (likuma normas) atcel$anai,
proti, c€lonsakaribu starp raditajiem zaud&jumiem un Satversmes tiesas konstat€to nepamatoto tiesibu aizskarumu.
Zaudgjumu atlidzinaSanas visparigos noteikumus ir nepiecieSams konstatet vispargjas jurisdikcijas tiesai. Tie netiek
konstateti Satversmes tiesas procesa.

Introduction

Nowadays it is not questioned anymore that an individual has a right to monetary
compensation for damage caused by the executive. However, it is still unclear whether there is a
right to monetary compensation for damage caused by an unlawful law or a legal norm (hereinafter
both referred to also as “law™).

In the world, there are states where it is prohibited to revoke a law, even for courts. For
example, in the Netherlands and in the United Kingdom only legislator itself may revoke a law it
has adopted. As a result, in the Netherlands and in the United Kingdom individuals do not enjoy a
right to monetary compensation for damage caused by an unlawful law.

However, these kinds of states are in minority, and usually, courts may revoke an unlawful

law — either a specific court (centralized constitutional review) or more than one court
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(decentralized constitutional review). Procedure on how an individual may exercise its right to
monetary compensation regarding unlawful laws foremost depends on existing model of
constitutional review.

In Latvia as in Germany, there is centralized model of constitutional review and in this type of
constitutional review it is characteristic that a specific authority that in most cases is constitutional
court assess a lawfulness of a law. In most cases, such authority is not endowed with a right to
provide monetary redress for pecuniary loss. An exception is constitutional courts in Balkans —
Serbian constitutional court® and constitutional courts of Montenegro’ and Bosnia and
Herzegovina.'?

As to Europe, most of constitutionals courts in Europe are not entitled to provide monetary
redress for pecuniary loss caused by an unlawful law. It is also a case of the Constitutional Court of
Latvia and the Federal Constitutional Court of Germany. In Germany, it is even considered that a
right to monetary compensation for such loss should not be guaranteed, as the legislator acts as a
guardian of society’s interests as a whole.** However, as the legislator may violate human rights (a
right to property and etc.), states should guarantee that a right to monetary compensation may be
exercised also in cases when an unlawful law is the cause of damage.

The aim of this article is to discover whether an individual is entitled to monetary
compensation for pecuniary loss after the judgment of the Constitutional Court. In order to achieve
this aim, the author will analyse general conditions for compensating pecuniary loss, as well and
applicable law in these types of cases. The author uses case studies, as well as foreign and national
law and literature studies.

General conditions to compensate pecuniary loss

Monetary compensation for pecuniary loss is a remedy of last resort. In order to reimburse a
pecuniary loss, state at the first place must use non-monetary remedies such as restitution. Only
when it is clear that non-monetary remedies are not capable to restore an earlier financial condition
of a victim, monetary compensation may be provided. Accordingly, primarily state must take all
possible measures to ensure proper redress without awarding monetary compensation.

If a law unjustifiably infringes a right of an individual, as a result, an individual incurs
pecuniary loss, this loss must be properly reimbursed. That may be pecuniary loss already incurred
to an individual (e.g. loss of earnings), as well as pecuniary loss that will occur in the future. In

addition, also both direct and indirect pecuniary loss shall be reimbursed.

8 Law on the Constitutional Court of Serbia, Article 85 and 89. Pieejams: www:codices.coe.int [opened: 13.03.2019.].

° Law on Constitutional Court of Montenegro, Article 67, Paragraph 3. Pieejams: www:codices.coe.int [opened:
13.03.2019.].

19 Rules of the Constitutional Court of Bosnia and Herzegovina, Article 74. Pieejams: www:codices.coe.int [opened:
13.03.2019.].

1 Please see Baginska W. Damages for Violations of Human Rights. London: Springer, 2016, p. 108.
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If a law that was declared unlawful by the Constitutional Court of the Republic of Latvia has
not been applied to the individual who contested particular legal norm, a procedure on how
pecuniary loss is reimbursed is more ambiguous. The first prerequisite for awarding monetary
compensation for pecuniary loss is a judgment of the Constitutional Court of the Republic of Latvia
wherein it is found that a contested law does not comply with higher law and infringement of a right
is recognized. However, it is only a first necessary condition. In addition to that, it must also be
established that a particular law is revoked with retroactive force (lat. — ex tunc) in respect to the
individual who claims damages and at least from the moment when the pecuniary loss occurred.
However, in the end, whether pecuniary loss needs to be compensated depends on the fact whether
all necessary prerequisites are met, especially, whether there is clear causal link between an alleged
pecuniary loss and a particular violation.

In case law, there is a judgment wherein a court assessed a possibility to compensate
pecuniary loss notwithstanding that a law was not revoked with retroactive force (lat. — ex tunc).
After judgments of the Constitutional Court of the Republic of Latvia in cases no. 2008-36-01 and
2010-22-01 wherein a law governing forced lease were revoked without retroactive effect (lat. — ex
nunc), an individual claimed damages. This particular individual was the owner of several land
plots on which buildings were constructed that belonged to other individuals (i.e. divided property).
In these cases, he alleged that pecuniary loss occurred because of unjustified restrictions of lease
fee. Although the court established that “in addition to the fact that the law is declared invalid, also
violation itself should be considered” and that “the Constitutional Court [..] did not consider
necessary to revoke a particular law with retroactive effect, the court continued with a profound
assessment whether his claim shall be satisfied.”** It is wrong because at the time when an alleged
pecuniary loss occurred , particular laws were presumed to be lawful according to the principle of
legal certainty. The principle of legal certainty provides that as long as a law is in force, it shall be
obeyed. There is a presumption that law is lawful and individuals must obey it if is not otherwise
declared by a competent authority.*® In Latvia, the Constitutional Court of the Republic of Latvia is
the authority that may revoke a law and decide whether a law should be revoked with retroactive
effect (lat. — ex tunc).

Hence in order to satisfy a claim on monetary compensation for pecuniary loss, four
prerequisites must be met. First, there must be a judgment of the Constitutional Court of the
Republic of Latvia wherein a law is revoked and violation of a right belonging to a specific
individual is recognized. Second, a law must be revoked with retroactive effect (lat. — ex tunc) in

respect to the individual that requests monetary compensation for pecuniary loss. Third, a law must

12 For more please see Kurzeme Regional Court’s judgment of 14 January 2016, case no. C27167614.
3 For more about the principle of legal certainty please see the Supreme Court's judgment of 30 March 2004, case
no. SKA-5, paragraph 15-17.
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be revoked with retroactive effect (lat. — ex tunc) as of the moment when pecuniary loss occurred.
Fourth, a clear causal link between an alleged pecuniary loss and a violation must be established. A
court of general jurisdiction shall establish whether these prerequisites are met, not the
Constitutional Court of the Republic of Latvia because it is not capable to provide monetary
compensation for pecuniary loss.

If the Constitutional Court of the Republic of Latvia revokes a law that dismisses a municipal
council because there were no legal grounds to adopt such law, deputies to whom the law is revoked
as of the time when their rights were infringed, may claim damages in the amount of their unpaid
salary. However, a case-by-case evaluation shall be made. For example, a member of a municipal
council decides to lay down the mandate and thereafter such law is adopted and revoked. He will
not be provided with any compensation, because the reason why he did not receive a salary is that
he laid down his mandate, not because a municipal council was dismissed.

Applicable procedural law

After a judgment of the Constitutional Court of the Republic of Latvia, a claim for damages
may be made before a court of general jurisdiction.** Courts of general jurisdiction are obliged to
hear these cases in order to guarantee a right to a fair trial and a right to an effective remedy
enshrined in the Article 92 of the Constitution of the Republic of Latvia. Courts. Priority shall be
given to an obligation to guarantee constitutional rights, and not to strict interpretation to Article 1
of Civil Procedure Law, according to which courts of general jurisdiction hear only civil cases.

As courts of general jurisdiction usually hear cases under the Law on Criminal Procedure and
Law on Civil Procedure, courts foremost have to decide on applicable procedural law. There is not
even a single law that governs a procedure on how these types of cases shall be heard. Therefore,
courts of general jurisdiction shall use a legal analogy. They have three options — apply a law that
governs how civil cases, criminal cases or administrative cases shall be dealt. As by using a legal
analogy, a law that regulates possibly similar legal situations should be applied, a choice shall be
made between the Law on Civil Procedure and the Law on Administrative Procedure. The Law on
Criminal procedure does not govern similar legal situations, as in criminal proceedings the main
question is whether an individual has committed a crime.

Behind the Law on Civil Procedure a paradigm lies that both parties are equivalent and they
execute their rights themselves without the intervention of courts. Accordingly, courts act as passive
observers. Behind the Law on Administrative procedure, on the other hand, lies a wholly different

idea — the idea of objective investigation, as it is presumed that parties are not equivalent and courts

4 That was decided in Supreme Court judgment of 8 May 2012, case no. SKA-16/2012.
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must take active role to achieve a just outcome of a case i.e. courts obtain evidence, give
instructions and suggestions to parties, as well as establish a subject of a claim.*

If the legislator has not adopted a specific law that governs how these types of cases shall be
heard, courts of general jurisdiction shall use a method of a legal analogy and apply a law that
governs possibly similar situations. This is the Law on Administrative Procedure that is applied in
all state liability matters regarding which the legislator has adopted specific legislation. However, it
would be an anomaly if courts of general jurisdiction apply the Law on Administrative Procedure as
a primary law, as administrative courts were established to hear cases under this law. Therefore if
the legislator does not amend the Law on Administrative Procedure and recognizes the competence
of administrative courts to hear these types of cases, courts of general jurisdiction will continue to
apply the Law on Civil Procedure in these cases.

If a court of general jurisdiction concludes that pecuniary loss shall be compensated, a
question arises from which authority damages shall be adjudged. The answer is quite simple — from
a defendant. In these cases, a legal gap exists. By using a method of legal analogy courts of general
jurisdiction shall apply respective legal norms of the Law on Administrative Procedure, accordingly
those legal norms that govern the execution of courts’ judgments wherein damages are adjudged.™
Public law legal person itself decides from which financial means it will compensate a sum
adjudged by courts, and courts shall not impose the executive any obligations in this regard, for
example, providing that state fee shall be compensated from budget of a specific authority.*” Hence
in these types of cases, courts of general jurisdiction shall not automatically apply the Law on Civil
Procedure. They should assess by the substance in what amount the Law on Civil Procedure may be
applied. There may be cases when a proper usage of a method of legal analogy leads to application
of the Law on Administrative Procedure such as in execution of court’s judgments.

Applicable material law

The same question appears as with procedural law — which material law may be applied by a
method of legal analogy?

Courts of general jurisdiction basically have a choice between the Civil Law and the Law on
Compensation For Damage Caused By State Authorities and the Law on Compensation For
Damage Caused In Criminal Proceedings and Administrative proceedings. Courts of general
jurisdiction do not have absolute freedom to choose which material law to apply. Law that regulates

possibly similar situations shall be applied. Application of a law that does not regulate possibly

% For more about the principle of objective investigation see Objektivas izmekl€Sanas princips — interpretacija un
piemérosana. Augstaka tiesa, 2005. gads. Pieejams: http://www.at.gov.lv [opened: 14.12.2018.].

16 These legal norms are included in Section IV of Law on compensation for damage caused by state authorities..

" For more please see Danovskis E. Briede J. Publisko tiesibu subjekta civiltiesiskais statuss. Jurista Vards,
14.02.2012., Nr. 7 (706).
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similar situations violates the principle of equality, as this principle serves the basis of a legal
analogy.

From these laws, possibly similar situations regulate two of them — the Law on Compensation
For Damage Caused By State Authorities and the Law on Compensation For Damage Caused In
Criminal Proceedings and Administrative proceedings, as they both govern how state shall
reimburse damage that was caused because of improper execution of state power. If only one of
them needs to be chosen, then it shall be the Law on Compensation For Damage Caused By State
Authorities. However, both of them provide almost identical regulation in regard to compensation
for pecuniary loss.

The Civil Law does not govern similar situations, as it governs private law relationships, that
is, relationships between private individuals. The Civil Law is primarily applicable in civil liability
cases. However, the Civil Law may be applied in state liability cases to fill legal gaps i.e. if there is
no specific public-legal norm that governs a particular situation insofar it is possible to apply civil-
legal norm by the substance. As for now, it is possible to apply the Civil Law in administrative
proceedings when a claim for compensation for pecuniary loss is decided.

Hence, courts of general jurisdiction shall not apply the Civil Law mechanically. They shall
assess Whether it is possible to apply the Civil Law by the substance in state liability matters. For
example, Article 1782 of Civil Law is not applicable in state liability matters, as this article
provides that a person shall be liable for losses that his servants or other employees cause to third
persons only if he fails to exercise due care in choosing servants or other employees. As to the state
liability, all actions of individuals who exercise state power are attributable to state insofar they
exercise state power. There are quite different situations — members of the parliament are elected in
free elections, and it would be impossible to verify whether electors exercised due care while
electing them. It must also be taken into account that a fault of an individual that exercised state
power is not a condition that shall be met to provide redress for pecuniary loss. The Civil Law shall
be interpreted in consonant with Article 92 of the Constitution of the Republic of Latvia.*®

Regarding this court’s judgment, it must be taken into account that the legislator — parliament,
and citizens (in Latvia) — state organ, whose actions are attributable to state itself. Therefore, in
state liability cases a fault of the legislator does not matter. If a law is declared unlawful, it means
that state improperly used its state power, more specifically, its legislative power, and if all
prerequisites are met, pecuniary loss shall be compensated. Again, a fault of the legislator is not a
prerequisite that must be met to compensate pecuniary loss. If a law is declared unlawful and a
causal link between violation and pecuniary loss is established, state must provide proper redress to

a victim.

'8 For bad example, see. Kurzemes Regional Court judgment of 14 January 2016, case no. C27167614.
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Conclusions

1. In Latvia according to Article 92, Clause three of the Constitution every individual is entitled to
request monetary compensation for pecuniary loss caused by an unlawful law.

2. Monetary compensation is a remedy of last resort when it is not possible to ensure effective
remedy with only non-monetary remedies.

3. If a law that is declared unlawful by the Constitutional Court has not been applied to the
individual who contested particular law four prerequisites must be met to satisfy a claim on
monetary compensation for pecuniary loss. First, there must be a judgment of the
Constitutional Court wherein a law is revoked and violation of a right belonging to a specific
individual is recognized. Second, a law must be revoked with retroactive effect in respect to an
individual that requests monetary compensation for pecuniary loss. Third, a law must be
revoked with retroactive effect as of the moment when pecuniary loss occurred or continued to
occur. Fourth, clear causal link between an alleged pecuniary loss and a violation must be
established.

4. A court of general jurisdiction shall establish whether the prerequisites for compensating

pecuniary loss are met, and not the Constitutional Court.
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Abstract

Cybercrime against government: comparative analysis of Latvia and the world countries
Key words: cybercrime, cybersecurity, government, computer crimes
The age of technologies has brought to our lives a lot of interesting things and opportunities. Technologies help us to
communicate easily all over the world, to send and receive useful information, to look through and pay bills quickly
using online banking systems, even to use state institution’s opportunities. As a result of worldwide digitalisation
process, crimes on the Internet became topical.
Government as well as individuals are in danger. There are a big range of cybercrimes connected with the government.
One of the priorities of legislative and law enforcement activities is the protection of citizens’ rights and legitimate
interests against computer crimes, as well as ensuring the security of information of state and legal persons.
The paper has mostly theoretical knowledge that can be used also in practice when dealing with cybercrime problems
against government.

Kopsavilkums

Kibernoziegumi pret valsti: Latvijas un pasaules valstu salidzino$a analize
Atslegvardi: kibernoziegumi, kiberdrosiba, valdiba, datornoziegumi
Tehnologiju gadsimts ir devis miisu dzivei daudz interesantu lietu un iesp&u. Tehnologijas palidz mums sazinaties
viegli visa pasaulg€, nosiitit un sanemt noderigu informaciju, atri apskatit un apmaksat rékinus, izmantojot tieSsaistes
banku sist€mas, pat izmantot valsts institlicijas iesp&jas. Vispasaules digitalizacijas procesa rezultata noziegumi
interneta kluva aktuali.
Valdiba un individi ir apdraudéti. Pastav liels skaits kibernoziegumu, kas saistiti ar valdibu. Viena no likumdosanas un
tiesibaizsardzibas pasakumu prioritatém ir pilsonu tiesibu un likumigo intereSu aizsardziba pret datoru noziegumiem, ka
arT valsts un juridisko personu informacijas drosibas nodrosinasana.
Darba pamata ir teorétiskas zinasanas, kuras var izmantot ari praksg, risinot problémas, kas saistitas ar kibernoziedzibas
problémam pret valsti.

Introduction

One of the priorities of legislative and law enforcement activities is the protection of citizens’
rights and legitimate interests against computer crimes, as well as ensuring the security of
information of state and legal persons.

The aim of the paper is to analyse cybercrimes against government and to compare Latvia and
other countries approaches to fight with it.

Main tasks of the paper are to study and analyse legislative documents and scientific literature
on the topic, to make a comparative analysis of Latvia and the world countries actions against
cybercrime, to draw conclusions.

Main methods are scientific literature analysis, legal literature and policy analysis, analysis of
findings.

The paper has mostly theoretical knowledge that can be used also in practice when dealing
with cybercrime problems against government.

Discussion

In Chapter IX (Crimes against Humanity, Peace, War Crimes, Genocide), Chapter IX

(Terrorist Crimes), Chapter X (Crimes against the State) of Criminal Law of the Republic of Latvia
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expressly defines the interests protected by law and may be defined as objects of a criminal offense.
The author of the paper notes how each chapter has articles that provide for an offense against the
Internet and an automated data processing system, thus indicating that the criminal environment is
no longer just a record (traditional) but also a cyber space.

The interests of different countries are constantly under threat in cyberspace. For example, as
outlined in the UK Cyber Security Strategy, as well as cybercrime, recruitment and radicalization of
state-supported national infrastructure attacks or terrorist use is possible. Cyber security is
multifaceted and there are many governments, as well as other countries that are working to ensure
that the UK is protected online.

In turn, US hackers commanded 200,000 computer servers worldwide to attack the White
House website (Government Battles Cyber Crime).

According to data from the Centre for Strategic and International Studies (CSIS), in January
and February 2019 there were 13 cyber security incidents marked as significant and threatening
national interests:

e February 2019. State-sponsored hackers were caught in the early stages of gaining access to
computer systems at the Australian Federal Parliament

e February 2019. European aerospace company Airbus reveals it was targeted by Chinese
hackers who stole the personal and IT identification information of some of its European
employees

e February 2019. Norwegian software firm Visma revealed that it had been targeted by hackers
from the Chinese Ministry of State Security who were attempting to steal trade secrets from the
firm’s clients

e January 2019. Hackers associated with the Russian intelligence services were found to have
targeted the Center for Strategic and International Studies

e January 2019. The U.S. Department of Justice announced an operation to disrupt a North
Korean botnet that had been used to target companies in the media, aerospace, financial, and
critical infrastructure sectors.

e January 2019. Former U.S. intelligence personnel were revealed to be working for the UAE to
help the country hack into the phones of activists, diplomats, and foreign government officials

e January 2019. U.S. prosecutors unsealed two indictments against Huawei and its CFO Meng
Wanzhou alleging crimes ranging from wire and bank fraud to obstruction of justice and
conspiracy to steal trade secrets

e January 2019. Security researchers reveal that Iranian hackers have been targeting the telecom
and travel industries since at least 2014 in an attempt to surveil and collect the personal

information of individuals in the Middle East, U.S., Europe, and Australia
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e January 2019. The U.S. Democratic National Committee revealed that it had been targeted by
Russian hackers in the weeks after the 2018 midterm elections

e January 2019. South Korea’s Ministry of National Defense announced that unknown hackers
had compromised computer systems at the ministry’s procurement office

e January 2019. The U.S. Securities and Exchange Commission charged a group of hackers from
the U.S., Russia, and Ukraine with the 2016 breach of the SEC’s online corporate filing portal
exploited to execute trades based on non-public information

e January 2019. Iran was revealed to have engaged in a multi-year, global DNS hijacking
campaign targeting telecommunications and internet infrastructure providers as well as
government entities in the Middle East, Europe, and North America.

e January 2019. Hackers release the personal details, private communications, and financial
information of hundreds of German politicians, with targets representing every political party
except the far-right AfD.

One category of cybercrime refers to cybercrime against government. Cyber terrorism is one
of the special crimes in this category. The growth of the Internet has shown that cyber space is used
by individuals and groups to threaten international governments and threaten the citizens of a
country. This crime manifests itself in terrorism, when certain “cracks” go to the government or
military service website.

This category includes Parliament’s attack on Delhi and Mumbai (2001). India has introduced
its first Cyber Law using IT law. It has been amended and the 2008 version is still being
implemented (Dalla, Geeta, 2013).

By contrast, when the European Convention proposed the Cybercrime Convention, no precise
definition of cybercrime was given. Each country has its own way of defining cybercrime specific
to its socio-cultural situations. Especially if cybercrime is highlighted against the state and its
government.

The author notes how cyber-terrorism is a convergence of terrorism and cyberspace. It is
generally understood that this means illegal attacks and threats of attacks on computers, networks
and information stored therein when it is done to intimidate or coerce the government or its people
to achieve political or social goals.

Furthermore, in order for an attack to be regarded as cyber-terrorism, it should cause violence
against persons or property or at least cause sufficient harm to create fear. Examples include attacks
that lead to death or bodily injury, explosions, airplane crashes, water pollution or serious economic
losses. Serious attacks on critical infrastructures could be acts of cyber terrorism, depending on their
impact (Gordon, Ford, 2002).
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In Russia, due to this problem, an expanded Security Council meeting took place on October
26, 2017, at which President Putin mentioned the main directions for developing information
security in the Russian Federation. The Russian President pointed to the increase in the intensity of
cyber-attacks. According to him, the problem of IT systems invasion in the field of national defence
and management, as well as funding becomes more and more topical. Attention was drawn to the
need for security of information systems and communication networks of public authorities
(Konosanos, Haymos, KonecHukosa, 2018).

As another example, where the criminal object was national interest, the loss of the territory
of the Islamic State (IS) from 2016 to 2017. Group IS used the Internet to encourage and inspire
people to commit terrorist acts. In many ways, the military defeat has made the Internet even more
important IS; since then, IS has been trying to push terrorist attacks in the West through the Internet
(Europol Report).

Another category of cybercrime is cyber warfare. Cybercrime can be defined as an
interference with national infrastructure and communications systems, including financial markets,
through hacking and a range of tools for malicious code creation (Cavelty, 2007) (Conway, 2002).

Cyber warfare differs from conventional war in several important aspects. Understanding the
boundaries between war and peace, the civilian and military spheres, state and non-state actors,
foreign and local cybercrime are decisively changing the battlefield. Cyber warfare can occur on
servers in any country or at the company’s headquarters where important data is stored.

Cyber war greatly extends the number of parties involved, creating new geography of
conflicts, which does not satisfy traditional interpretations of the state and borders. A significant
difference between cyber war and conventional war is when such attacks occur, for example, from
thousands of miles of hackers accessing computer networks to cause physical, financial, or
psychological damage, rather than a military unit in the immediate vicinity of armed equipment or
weapons (Warf, 2015).

Conclusions

In terms of cybercrime, it is concluded that the government and country is as vulnerable as
any individual. However, if the government has been chosen as the criminality, the whole society is
also at risk.

There is no limit to cybercrime, so cyber-war and cyber-terrorism are essential and important
things that every country that thinks about the peace and prosperity of its citizens must think about.

Cybercrime and cyber-terrorism are crimes of the 21st century, which need to be deeply

explored and promoted, including special measures in any country’s defence strategy.
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Abstract

Intercountry adoption trends in Latvia and in global legal system
Key words: civil law, family law, intercountry adoption
The aim of the report is to state whether the intercountry adoption trends and legal regulation of adoption, mainly in the
aspect of international law, are sufficient to ensure implementation of the main task — consideration of the interests of
children and protection in the process of adoption.
The author concludes that the regulation of international adoption today is formed successfully, pointing out
additionally separate risk factors, which can directly influence formation of uniform understanding in interpretation of
international conventions and with this, also their application.

Kopsavilkums
Starpvalstu adopcijas attistibas tendences Latvija un globala tiesibu sistema

Atslegvardi: civiltiesibas, gimenes tiesibas, starpvalstu adopcija
Darba mérkis ir noskaidrot, vai starpvalstu adopcijas attistibas tendences un adopcijas tiesiskais regul&jums
starptautisko tiesibu tvéruma ir pietieckams, lai nodroSinatu adopcijas galveno mérki — berna vislabako interesu
ievéro$anu un aizsardzibu adopcijas procesa.
Autore secina, ka starptautiskas adopcijas tiesiskais regulgjums Sobrid ir veiksmigi izveidots, tacu papildus pastav
atseviski riska faktori, kuri var ietekm@t vienotas izpratnes veidoSanos starptautisko konvenciju interpretacija un art to
piem@rosana.
Introduction

In the countries with well established law, the adopted children have an opportunity to get
into a family, where the child can feel like a full-value family member and also successfully
integrate into the society. It concerns not only children from families, but also orphans and children
without parents’ care, if we are thinking about protection of children’s rights and well-being. The
trends of adoption, within Latvia as well as abroad, maintain without changes, nevertheless,
adoption to foreign countries mainly dominates (Adoption Trends in Latvia, statistics).

Every country should take prior measures that should ensure a possibility for a child to stay in
a family from his/her country of origin, however, it has been recognised on the international level
that also by intercountry adoption it is possible to ensure pre-emptive rights for a child, for whom it
is not possible to find an appropriate family in the country of his/her origin (Hague Convention of
May 29, 1993 on Protection of Children and Co-operation in Respect of Intercountry Adoption
Issues, parts 2 and 3). In separate countries the institute of adoption has been formed in different
systems of legal acts. In society today the problems of adoption are investigated and the legal acts
are improved in order to solve the issues related to adoption also on the international level. For this
purpose the question becomes topical — can the regulations of collision norms regulating the process
of intercountry adoption ensure the children’s rights and interests, as the sources of international

law underline the aim of intercountry adoption that it should be in compliance with the best interests

of children considering the basic rights that are recognised in the international law.
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The author has used the analytical and descriptive methods of the research and revealed the
problematic issues in the process of adoption, applying the sources of international law. Also the
grammatical research method was used, which was applied in evaluation of the regulations of
collision norms regulating the process of adoption. In the result the investigated problem issues
were systematically summarised and the conclusions made.

Characterisation of legal aspects of intercountry adoption

The notion of the institute of adoption is known all over the world, nevertheless,
understanding about it can differ depending on the legal system of the country. So, for instance, in
the countries of the English — American legal system (Great Britain, USA) adoption was not
understood for a long time in the same way as it was in the countries of the continental legal system
(e.g., countries with the Roman — German legal system, like Germany, France, or countries with the
legal system of the Northern countries, like Finland, Sweden, Norway).

In the continental legal systems the institute of adoption has developed already from the
Roman law, but in the countries with the English — American legal systems the institute of adoption
was originally understood as legitimisation of a child, as well as acknowledgement of paternity and
adoption as such. Today the understanding of adoption in the countries of the English — American
legal system has approached that of the countries of the continental legal system. For instance, in
the USA adoption is understood as an official process, in the result of which relations among
children and parents are created for persons, who are not in such relations naturally. It is interesting
to note that in the Islamic legal system adoption is not recognised as complete putting of a child in a
new family, but as ensuring caring in another family, or “kafala” (Cretney, Masson, Bailey-Harris,
2003792). The mentioned kind of child care, which is determined in the Islamic law, has been
emphasized also in the Convention of November 20, 1989 on the Rights of the Child (Convention
on the Rights of the Child, 1989, third part of the Article 20).

On the international level the basic issues of adoption are solved in the European Convention
of April 24, 1967 on Adoption of Children. In turn, the system of adoption has been established in
the Convention of November 20, 1989 on the Rights of the Child securing the guarantees of
ensuring the interests of children in case of intercountry adoption. Still, the legal regulation of these
issues can be found in the Hague Convention of May 29, 1993 on Protection of Children and Co-
operation in Respect of Intercountry Adoption Issues. The Hague Convention includes only unified
collision forms. For all that, not all of the countries have ratified the mentioned Conventions;
therefore, also the bilateral or multilateral agreements among the countries, which stipulate the
collision norms for solving issues in the sphere of family law, play an important role. Similarly in

such intercountry agreements on legal assistance the issues on recognition and implementation of
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the ruling taken by foreign courts are stipulated, including recognition of adoption in foreign
countries (Kanaresckwii, 2006, 524).

Usually in cases of intercountry adoption the personal law of the adopter or of the adoptee is
applied, or both can be used cumulatively. But by complex solving the issues of adoption, it is
necessary to consider the civil law of the adoptee (Lexpatriae). Subsidiary the law of the court
country is applied (Lexfori). The process of adoption is regulated by the law of the country, where it
takes place. Due to this the intercountry adoption is regulated by series of collision norms.

Adaption and its annulment regulations have to be determined in compliance with the
personal law of every adopter. In turn, the legal sequences are determined in compliance with the
law in the country, which is the permanent residence of the adopter (Lexdomicilii). The legal
sequences of adoption by married persons are determined in compliance with the law of the
country, where the marriage had been registered. In cases, when one spouse (one of the adopters)
dies, application of the adoption legal sequences is done in compliance with the law in the country,
which is the permanent residence of the other adopter (I'ennbman-ITaBnos, 2011, 382).

International sources for regulation of the process of adoption

Adoption is one of the institutes of family law, the legal regulation for implementation of
which is essential in the context of the international law. The above mentioned is based on different
understanding of the notion adoption and its preconditions in separate countries, as well as on
applying the legal consequences of adoption, which are defined with certain differences in the
material and legal procedure norms in separate countries. They can be definite criteria for the
potential adopters, for instance, to be of the same nationality, an adopter not married cannot adopt a
child of the opposite gender, a person already having children cannot adopt, or different other
regulations relating to the age of the adopter, the difference in the age of the adopter and the child to
be adopted (Scolesetal, 1984, 546).

The most expressed differences are in the legal consequences of adoption, for instance, in the
hereditary rights. In the Russian federation and Lithuania the adopted children are equal to the
blood relations, and they are not infringed upon the hereditary rights (Civil Code of the Russian
Federation, 2001, first part of the Article 1147 and Civil Code of the Republic of Lithuania, 2000,
first, third and fourth part of the Article 5.11). In turn, in Latvia until the amendments in the Civil
Code in 2014 the regulation was in force, which did not provide the hereditary rights for the
adopted from the adopter direct and collateral line relatives (Civil Code, 1937, reduction of the
Article 401 before amendments in 2014). In order to eliminate the situations that adoption is not
recognised abroad, based on the lack of fulfilment of formal preconditions, which are required by
the legal norms of the definite country, international documents are developed and ratified with the

aim to reach certain consequence in solution of adoption issues. As one of such sources of laws the
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Hague Convention of November 15, 1965 on Jurisdiction, Applicable Law and Recognition of
Degrees Relating to Adoptions can be mentioned. This Convention is not applied, if the adopters
and the adoptee live in the same place of residence and in the same country, or they have the same
citizenship, and if the adopters have neither the same citizenship, nor residence. The country, which
obtains jurisdiction in accordance with the Article 3 of the Convention, in the given case cannot
guarantee adoption. In compliance with this Convention the country, in which the adopter or the
adopters permanently live, or one or both adopters have the citizenship of this country, obtains
jurisdiction. The Convention does not stipulate the personal law of the child (Bojars, 1998, 218—
219). Nevertheless, the above mentioned Convention has not gained great responsiveness, as only a
small number of countries have joined it (Conventionof 15 November 1965 onJurisdiction,
ApplicableLawandRecognitionofDecreesRelating to Adoptions).

The European Convention of April 24, 1967 on Children Adoption can be used most
successfully for approximation of the laws. Still, in relation to the intercountry adoption cooperation
system the Hague Convention of May 29, 1993 on protection of children and cooperation in foreign
adoption issues is of essential importance. The crucial element of intercountry cooperation can be
seen in the aims of this Convention — to form the system of cooperation among the contracting
countries and ensure that the adoption in compliance with this Convention is recognized in the
contracting countries (Hague Convention of May 29, 1993 on Protection of Children and Co-
operation in Respect of Intercountry Adoption Issues, part b and c of the Article 1). The mentioned
Convention determines definite requirements for intercountry adoption. The Article 4 of the
Convention stipulates that adoption can take place, if the competent authorities in the country of the
child’s origin have acknowledged that the child can be adopted, and if the possibilities for adoption
in the country of origin are sufficiently evaluated, as well as if the competent authority has ensured
the procedure for receiving the necessary consent for adoption that it is not in relation to any kind of
payment or compensation. It is additionally stressed that intercountry adoption should be in
compliance with the child’s interests. The Convention also determines the procedure of intercountry
adoption. The potential foreign adopters can participate in the process of intercountry adoption
through mediation of the central authority of country, which is their permanent place of residence
(Hague Convention of May 29, 1993 on Protection of Children and Co-operation in Respect of
Intercountry Adoption Issues, Chapter 1V). The Convention stipulates that adoption can be
performed also after moving the child to the host country, but it is not considered to be as a
regulation complying with the interests of the child. Therefore, for instance, in Latvia this issue is
based on the Article 28 of the Convention, which stipulates freedom of countries in solution of

separate issues. The Convention also solves situations that can occur, if in a member country there
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are different legal systems, or it consists of separate territorial units with an independent normative
base, as, for instance, in the USA.

Conclusions
1. In the context of intercountry adoption, its main requirement is reflected in the Hague

Convention of May 29, 1993 on Protection of Children and Co-operation in Respect of
Intercountry Adoption Issues, determining that intercountry adoption should be performed in
the best interests of the child.

2. The Convention specifies essential requirements for intercountry adoption, as well as the
procedure of intercountry adoption.

3. The norms of the Convention in the sphere of the functions of the institutions of the central
authorities are also essential in order to form the cooperation system by the help of the central
institutions of the member countries for preventive elimination of kidnapping, trade or illegal
transmigration of children that can be a risk factor in definite cases.

4. Recognition of adoption in one of the member states by other member states in compliance
with definite requirements, criteria and preconditions has been mostly highlighted in the
Convention.

5. The Convention creates a legal base for intercountry adoption and recognition of adoption in
foreign countries, nevertheless, some aspects still are not revealed in it, for instance, the
principles of supervision after adoption.

6. There are still risk factors existing in relation to participation of individual mediators in the

process of adoption with the permissible fees for professional services and their rationality.
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Abstract

3-party repo. Latvian experience
Key words: repo, 3-party repo, repurchase agreements, financial instruments, securities
Technology development, high-level computerization in all areas are changing the pattern of the modern life. These
changes are affecting all areas of business including the transaction persons entering. Evolution of the classical repo
into new more complicated structures such as 3-party repo or repo with central counterparty could be explained by
beforementioned. Despite the fact that the official “name” of the transaction is 3-party Repo, it is still 2 party:
transaction between two counterparties — obliged to deliver securities and money under repo transaction, but third party
is an agent chosen by counterparties and ensuring settlement under repo transaction. Thus, the transaction became safer
and risk to lose property in case of the default of the counterparty is less. The role of the 3-rd party in 3-party Repo may
be compared with the role of the bank ensuring payments under sale purchase transaction of the real estate, when
purchaser provided to the bank money necessary for the transaction and seller may receive this money only in exchange
of the title transfer documentation. Similarly, is in repo: purchaser receives securities only if he transferred money into
possession of the 3-rd party, seller receives money if he transferred securities into possession of the 3-rd party. It means
that settlement occurs if both parties performed their obligations. Latvian market practice are not familiar with 3-party
Repo, and as shows our research only one-third of questioned market experts have heard and may explain the nature of
3-party Repo.

Kopsavilkums

Trispusgjs repo. Latvijas pieredze
Atslegvardi: repo, trispusejs repo, atpirksanas darijumi, finansu instrumenti, vértspapiri
Tehnologiju attistiba un augsts kompjuterizacijas limenis visas dzives jomas ir stipri mainijis misdienu dzivi. Sis
izmainas ietekmé arT biznesu, taja skaita, darfjumus, ko sava starpa noslédz cilveki. Ar iepriekSminéto var izskaidrot
klasiska repo darijuma evoliiciju uz sarezgitakam struktiiram, tadam ka repo ar centralo kontrahentu vai trispusgjs repo.
Neskatoties uz to, ka oficialais darfjuma nosaukums ir “trispusg€js repo”, darjjuma joprojam ir tikai 2 puses: darfjums ir
starp divam pusém, kuram pastav pienakums piegadat vertspapirus un naudu sakara ar repo darfjumu, savukart tresa
puse ir agents, kuru izvélas darfjuma dalibnieki. ST puse nodrogina norékinus darfjuma. Ka rezultata, darfjums klast
drosaks un risks pazaudét savu IpaSumu otras puses saistibu neizpildes gadijuma klist zemaks. Tres$as puses loma
Trispus€ja repo var bt salidzinama ar bankas lomu, kas nodroSina norékinus nekustama ipasuma pirkSanas —
pardosanas darfjuma, t.i. kad pirc€js piegadajis bankai naudu apjoma, kads ir nepiecieSsams darijuma stenosanai,
savukart pardevejs var sanemt o naudu tikai apmaina pret ipaSumtiesibu nodosanas fakta apstiprinoSiem dokumentiem.
Loti I1dzigi ir arT repo darTjuma: pircgjs sanem vertspapirus tikai, ja vin$ parskaita naudu tresai pusei, savukart pardevejs
sanem naudu, tikai tad, ja vip$ parskaitijis vertspapirus treSai pusei. Tas nozime, ka norékini notiks, ja abas puses
izpildis savas saistibas. Latvijas tirgus praksé Trispusgjs repo nav pazistams, un ka liecina miisu p&tjjums, tikai viena
tresdala no tirgus ekspertiem ir dzirdgjusi un var paskaidrot trispusgja repo darfjuma bitibu.

Introduction

Repo transaction was never researched from the standpoint of the Latvian law. There are
almost no publications in respect of the specific capital market’s transactions such as Repo, options,
futures, swaps in Latvia. The legal understanding of the margin forex transactions is weak. Repo
transaction have been chosen as the first topic for the cycle of the studies in respect of specific
capital market transaction.

Repo transaction is “a sale of securities coupled with an agreement to repurchase the
securities at a specified price on a later date in future” (World Bank: 2010, 5) In other words, Repo
transaction is the transaction between to counterparties, who sale/buy and repurchase/sale back
simultaneously the same type of financial instruments. The sale/buy occurs on a certain date in the

near future, the repurchase/sale back in the certain date in the far future. So, the ownership rights on
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securities are limited to the terms agreed between counterparties — term of the transaction. There is
a major distinction between repo and sale-purchase: counterparties have contingent mutual
liabilities within repo’s term only. Among them could be mentioned obligation of the owner to pass
the income generated by financial instrument to the seller, obligation of the seller to repurchase
financial instrument immediately, when market conditions is unfavourable to the financial
instruments, the right to sell financial instrument on occurrence of stop loss event in respect of the
financial instrument, the rights to use financial instruments, or limitation to do so and etc.

Repo transaction has variety of the legal structures as well as variety of interpretations. The
main question is: What from standpoint of the law is Repo: sale-purchase or collateralised loan?
This article is not about interpretation of the Repo, but about Repo structures. It is not possible to
discuss about legal structures of Repo without saying at least few words about collateral.

When the financial instruments (securities) have been issued in the paper form (bearer
securities), it was difficult to recognize whether securities have been sold or whether they have been
pledged to the repo counterparty, whereas in both cases physical passing of securities must occur.
(Hepcecos: 1889, 137-144) Due that, scientists raised the problem of ownership on securities
received by the second party under repo transaction (for example Fedorov, Nefedev, Citovich,
Shershnevich, Nersesov, Golmsten) more than one century ago. Now, when financial instrument (in
the narrow meaning) is only electronic record and ownership may be evidenced by means of
account statement from relevant account, the owner of the account is recognized as the owner of the
financial instrument. Thus, the passing of financial instrument could be performed only by means of
transfer of electronic record from account of the seller to the account of the buyer, and in result of
such transfer the changes of the ownership occurs, and title is transferred. In case of pledge,
financial instruments are “blocked” in account of the pledger or transferred to the special collateral
(pledge) account, opened in the name of pledger. The would be no legal problem, if collateral may
not be passed to the counterparty on the title transfer basis, and Repo would be legally recognized
as true sale-purchase transactions. But collateral may be passed on title transfer basis in some
countries, for example in the United Kingdom (McKendrick: 2016, 674-676). In common and
historically, the Latvia is not characterised by approach of title transfer on collateral consisting of
financial instruments (securities).

Our research discovered only case of the title transfer of the financial instruments in the
framework of brokerage trading. Interview with relevant expert allowed to conclude that title
transfer emulation into Latvian legal practise used in the capital markets are influenced by English
approach as well as by adopting EU law into Latvian national system, by implementing EU
Financial Collateral Directive (Directive 2002/47/EC:2002). Professional experience of the author

evidencing that long time before implementation of Financial Collateral directive, Repo on the
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basket of securities being under asset management was used for the speculative purposes. It should
be noted that asset manager performed asset management of the basket in favour of seller after
financial instruments have been transferred to the counterparty — a bank (buyer). In the legal
interpretation, the owner of the basket (buyer in Repo) recognized the rights of asset manager
appointed by seller (previous owner) to manage financial instruments (to dispose and to purchase).
Thus, previous owner with mediation of asset manager was be able to affect the composition of
property of new owner within term of the repo transaction. It also was the legal structure of the
Repo used in Latvian market. This case is briefly described by prof. Torgans in the Volume Il of
Obligation law too. (Torgans: 2006, 37-38)

3-party Repo also is one of the Repo possible legal structures. This legal structure is
developing rapidly during last 20 years. (World Bank: 2010, 23-43), (I'opza: 2017, 25-33) Such
development could be explained by huge changes in the forms of financial instruments (exists in the
form of the electronic records) and manner of their transfer. Such changes are caused by the
computerization, and development of Internet speed.

Aim and tasks: The aim of this article is to research peculiarities of 3-party Repo from the

standpoint of Latvian experience. To achieve the aim the answers on the following questions shall
be done: are 3-party Repo used in Latvia and whether 3-party Repo are known to the Latvia?

For the avoidance of any misunderstanding in respect of the topic of research, the analysis of
the Latvian practise on the level: investment service provider — client, as counterparties of the Repo,
will be done only. Relations on the level investment: investment service provider — investment
service provider, are out of the scope of the research.

Methods: Mainly, the descriptive and analytical methods will be used to achieve the aims of
the research related to the discovering of peculiarities of 3-party Repo. In turn to achieve the second
aim the telephone interviews with capital market experts and legal professionals will be used.
Discussion

The nature of the Repo as the transaction between two counterparties have been reviewed in
the article’s introduction. So, in respect of classic Repo, we can come to conclusion at least on
following: (i) two parties participate in transaction, (ii) parties contracting directly (iii) transaction
consists of two stages (initial sale/buy and closing repurchase/sale back) (iv) contingent liabilities
exist within transaction term (v) at the initial stage seller must transfer financial instruments to the
buyer and the buyer must transfer money to the seller (v) at the closing stage seller must transfer
financial instruments to the buyer and the buyer must transfer money to the seller. Parties are under
counterparty’s default risk during the whole period of the repo: seller transfers financial instruments
and doesn’t receive money or buyer transfers financial instruments and not receives money. It is

essential and basic to avoid the risk of the Repo: to keep ownership over financial instruments till
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the moment when payment is received or not to pay till the moment when financial instruments are
received. Thus, only one possible solution to enter into Repo exists: one party shall bear the
counterparty’s default risk and execute obligation on delivery (payment) first.

To avoid the default risk third person is used. Both counterparties are choosing a trustful
person who will service Repo. It means that a trustful person ensures the execution of settlements
on the delivery versus payment basis: delivers financial instruments to the buyer when money
received from him and transfers the money to the seller when financial instruments received from
him. Euroclear: 2009, 30) Respectively, buyer and seller shall pass assets (financial instruments and
money) to the third person, and it is a precondition of the settlement. If repo counterparty defaulted
(not provided assets), third party returns to the non-defaulting counterparty received assets. So non-
defaulting counterparty will not loss ownership on assets, if other party are in the default.
(Copeland: 2012, 3) The role of third party is comparable with the role of the bank servicing
(intermediating) real estate sale-purchase transaction by means of Transaction’s account (Darijumu
konts).

Third party in 3-party Repo is not a counterparty under Repo transactions. The nature of
obligation of third party differs from the nature of obligations of Repo counterparties, the same as
differs obligation of seller and buyer under real estate sale-purchase transaction and bank, servicing
Transaction account. Bank never is counterparty under sale-purchase transaction. Sale-purchase
transaction is separate transaction between seller and buyer, in turn, the method and conditions of
payments are settled in the special new three-party agreement, between seller, buyer and bank.

The same legal construction is used in 3-party Repo: Repo agreement and three-party
agreement on methods of payments/settlements and other services related to the technical execution
of repo. It means, that 3-party Repo is not any new modern form of the Repo. It is the scope of
separate legal arrangements, but in any case, only two counterparties are contracting in Repo, third
party is intermediating in settlements under separate 3-party legal arrangement. Thus, the title of the
legal structure “3-party repo” or “Tri-party repo” could be misleading. It should be noted that author
faced the 3-party Repo approximately in 2010, when clients asked financial institution ensure
settlements and keep collateral. But no one, nor author, nor clients does not know that the legal
structure necessary to the clients internationally is known as “3-party Repo”.

In result of the scrutiny of the Latvian capital markets participants and their services, it was no
find no-one mentioning of the 3-party Repo and or offering of any similar legal construction.
Nasdaq Central Security Depository (Riga), also not offering 3-party repo (Nasdag CSD).

Author presumed that like 3-party repo constructions used ad -hoc in financial institution. For
that purpose, 10 capital market experts were interviewed (7 of the represented banks, 1 — investment

brokerage company, 2 — specialized supervision authority). Only 30% of experts were familiar with
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term “3-party repo” (1 bank, 1 investment brokerage company, 1 — specialized supervision
authority). Only 2 participants quite exactly explained the legal construction of Repo (1-investment
brokerage company, 1 specialized supervision authority). After explanation of the legal construction
to all participants, all of them answered negatively on the question in respect of entering into 3-
party Repo with the clients. Participants from specialized supervision authority also do not
remember cases when 3-party Repo have been identified in frame of regulatory market participants’
examinations. Interviews’ results allow to conclude that Latvian market, in common, is not familiar
with 3-party Repo and 3-party Repo not used on Latvian market. If the cases are, they are very rare,
and are more exemptions than market practise. The title “3-party Repo” is misleading, because most
of the experts are able to provide answers in respect of the 3-party Repo transaction only after
explanation of 3-party Repo’s nature.

Conclusions

As a result of the research following conclusions can be made:

1. Only two counterparties are entering into Repo transaction in 3-party Repo.

2. 3-party repo is scope of two legal arrangements: contract on Repo transaction between two
Repo counterparties and contract on servicing Repo between two Repo counterparties and
chosen by them trusted 3-rd person.

3. 3-party Repo is not the form of the Repo transaction, it is legal structure used for minimizing
risk of default of Repo counterparties.

4. When 3-party Repo is not used at least one Repo counterparty accepting the risk of default of
other counterparty in settlements.

5. Like 3-party Repo legal constructions are known to Latvian market and widely used in sale
purchase transactions with real estate.

6. 3-party Repo legal construction is not new or modern, it is only modernized and computerized
in its practical realisation.

7. Latvian market, in common, is not familiar with 3-party Repo and 3-party not used on Latvian
market. If the cases are, they are very rare, and are more exemptions from market practice than

market practise.
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Abstract

A victim of trafficking in human beings: victimological problems
Key words: a victim of trafficking in human beings, victimological problems, identification of a victim
Criminal actions have led to a significant impact on the sense of security of the individual and the society. This is
particularly affected by cases of trafficking in human beings. The concept of trafficking in human beings has changed
significantly over time, and the use of people sold has also changed. Today, in the open world, human trafficking is
taking a new turn and is endangering the freedom, security and life of individuals. Traffickers, unlike slaveholders of
ancient times, use new and modern methods and techniques to entice and subdue victims. In the article the author
analyses the victimological aspects of human trafficking. This issue is particularly topical in Latvia. One of the
important tasks of law enforcement authorities is the identification and detection of potential victims of trafficking, the
provision of legal protection for victims and systematic and targeted preventive work with them. The fewer people will
be able to become victims of human trafficking, the fewer such cases will be.
The author concludes that although in recent years there has been a progress in combating trafficking in human being in
Latvia, the implementation of preventive measures and identification of a victim is not sufficient at the same time.

Kopsavilkums

Cilvéku tirdzniecibas upuris: viktimologiskas problemas
Atslegvardi: cilveku tirdznieciba, upuris, viktimologiskas problemas, upura identificéSana
Noziedzigas ricibas rezultata biitiski tiek ietekm@ta individa un sabiedribas drosibas izjiita. Ipasi to ietekm@ cilveku
tirdzniecibas gadijumi. Cilvéku tirdznieciba jédzieniskais ietvars laika gaita ir ievérojami mainijies, kJuvusi citada arT
pardoto cilvéku izmanto$anas veids. Sodien, atvértas pasaules laika cilvéku tirdznieciba uznem jaunus apgriezienus,
apdraudot personu brivibu, drosibu un dzivibu. Cilveku tirgotaji, atSkiriba no seno laiku vergturiem, izmanto jaunas un
misdienigas metodes, lai pievilinatu un paklautu upurus. Raksta autore analizg cilvéka tirdzniecibas viktimologiskos
aspektus. Sis jautajums Latvija ir ipasi aktuals. Viens no tiesibsargajoso iestazu svarigajiem uzdevumiem ir potencialo
cilvéku tirdzniecibas upuru konstatéSana, upura tiesiskas aizsardzibas nodrosinasana, ka ari sistémisks un mérktiecigs
preventivs darbs ar §Tm personam. Jo mazakam personu skaitam piemitis sp&ja klut par cilvéku tirdzniecibas upuriem,
jo mazak $adu gadijumu bis.
Autore secina, ka lai ari pédgjos gados Latvija veérojams progress cilvéku tirdzniecibas apkaro$anas joma, tomér
vienlaikus nepietickama ir gan noverSanas pasakumu realiz€Sana, gan upura identificéSanas process.

Introduction

Trafficking in human beings involves the unfair use of vulnerable persons that are traded by
criminals as goods for economic gain. It is noted that around 40 million people worldwide are
victims of human trafficking — a type of modern slavery where violence, force, deceit or coercion
are used by traders in order to control both adults and children (International Labour Organization.
Global estimates of modern slavery: Forced labour and forced marriage 2017). Exploitation of a
person is carried out in various ways: prostitution or other forms of sexual exploitation, forced
labour or services, slavery or slavery-like practices, bonded labour or organ removal. Human
trafficking consists of three elements: Action (what action is taken); Method (how it is done);
Exploitation purpose (what the purpose is). It is a serious crime, abuse of the victim, violation of
fundamental rights and human dignity.

The aim of the study is to discover the victimological problems of victims of human
trafficking in order to identify the directions of victimological prevention. Latvia is a country of

origins for the trafficking of men, women and minors for sexual exploitation and forced labour.
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Admittedly, the victimological research of victims of trafficking in human beings is as important as
the research of tendencies and dynamics of this offence, the criminological research of enhancing
factors and conditions, as well as of the personality of a criminal. Our fellow humans suffer from
this offence, and that is why it is a traumatic, painful experience that has devastating consequences,
for example, it deprives a person of the ability to cope with other stressful situations and daily
activities. The author shares the view that “it is important to realize that everything starts with the
awareness of trafficking in human beings about a crime with highly variable application methods.
Public awareness, the ability to draw conclusions and active position are prerequisites for not
continuing such crimes, for identifying them and providing for adequate penalties by law, and for
perpetrators to get punished, but for victims — assistance” (Ivanciks 2008).

General and special legal cognitive techniques are used for study on phenomena and
regularities of criminological reality: referential analysis of special and legal literature and sources,
descriptive method studying in detail the subject-matter of the study, statistical data processing
method. Conclusions drawn in various researches, opinions and knowledge of scientists and
specialists are the basis for the study.

Victimological characteristic of trafficking in human beings

Victims of trafficking in human beings as highly protected persons have increased victimity,
such as acquired physical, psychological or social qualities and features that can contribute to
people becoming the victim of that offence. As a result, self-worth and self-esteem may decrease.
Victims of the crime are experiencing the same crisis reactions as veterans of war, victims of
natural disasters, people suffering from illness, or people who lost a family member in a tragic
incident. The psychological impact of crime includes both short-term and long-term responses to
victimisation. Among the consequences of an immediate crime are disbelief, confusion, numbness,
shame, anger and denial, and shock. Victims may experience “combat or flight” syndrome during
the commitment of the offence. Some victims experience temporary paralysis and then critically
assess their reactions and feel guilty. Overall, these short-term reactions occur within twenty-four to
forty-eight hours after the incident (Myrstol & Chermak 2005).

Victims of trafficking in human beings rarely seek help and report on the fact of trafficking in
human beings. Its latency is created by language barriers, shame about the situation, the victim’s
fear of traffickers and/or law enforcement, as well as social stigma (qualities that indicate a man is
different, worse or unacceptable) due to the exclusion. The victim has a special psychological
attitude towards the person, while the perpetrator is aware of his/her authority in the eyes of the
victim. Victims of trafficking in human beings do not have a single profile. Victims can be women,
men, children, teenagers and adults, national, alien or immigrant. Their level of education is

different. Georgian professor Georgij Glonty divides victims of trafficking in human beings,
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including sexual enslaving, into three groups: 1) persons forced to work in the relevant field as a
result of deceit or coercion; 2) persons who were deceived by the recruits without speaking the truth
about the scope of occupation, but pointed out another; 3) persons who have been informed on the
occupation but have entrusted control of the situation to another person (trafficker) who used the
economic and legal dependency of the victim for his or her own benefit (I'moutu 2004). The
criminological characteristic of victims of trafficking in human beings includes the following
elements:

e Social-demographic features (gender, age, social status, family status, position in service).

e Level of education, professional skills— especially vulnerable persons ate those who are fallen
out of the labour market, who do not have vocational education or professional skills. They are
often workers, shop assistants, agricultural workers and etc.

e Criminal characteristic. Persons who were not criminally held earlier or convicted, they may
have illegally entered the country, those who committed illegal actions in the country. This also
prevents the victims from turning to law enforcement authorities.

e Criminal procedural characteristic. A person who has suffered from trafficking in human
beings is a specially protected victim (Kriminalprocesa likuma 96' pants). Additional
procedural guarantees are provided for a group of specially protected victims.

e Methods and techniques of victimisation. Traffickers use a variety of socio-economic
methods of influence and control, and means against victims. Cases of trafficking in human
beings are becoming increasingly common when recruiters are people’s acquaintances, friends
or even family members who use the trust of people close to them (Cilvéku tirdzniecibas
tendences Latvija). To control and keep the victim in captivity the traffickers isolate him/her
from family, friends and community. They limit contacts with strangers and ensure that any
contact is, by its nature, general, so that the victim does not develop any social links and does
not receive support. The same, frequent movement of victims ensures that there will be no
communication, friendly or otherwise closer relations. This contributes to the fact that a person
is not identified as a victim of trafficking in human beings (Trafficking in persons report 2008).
Probably, the most disobedient and cunning victims are almost always exposed to crueller
psychological and physical violence, including repeated rapes, stricter control to subdue the
victim (Raymond & Hughes 2001). According to the results of the study, victims of human
trafficking see three possibilities of release: 1) Becoming a non-profit due to injury, a
psychological disorder or a pregnancy; 2) helping a customer; 3) death (Denisova 2001). For
example, in order to escape isolation, the victim used an epileptic fit (stopped taking medicine,

and as the result it contributed to a fit).
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Although trafficking in human beings covers all demographic indicators, there are certain
cases or conditions of vulnerability that increase the risk of becoming a victim of trafficking in
human beings. The experience of the centre MARTA indicates that the most common reasons for
the risk of becoming a victim of human trafficking are experience of violence, lack of social skills,
low level of education, material difficulties and unemployment, addictions and health problems,
disorder and lack of personal documents, legal issues and obligations, restrictions on benefits and
maintenance. Summarizing the data, it can be concluded that potential risk groups most frequently
exposed to the risk of victimisation of trafficking in human beings are people with low level of
education, unemployed, jobseekers, people with loan obligations, people with low and irregular
income, women (mostly 18-40 years old), single mothers, prostitutes, people who have experienced
violence before are more vulnerable to future abuse because the effects of traumatic events are
usually long-term and difficult, young women under the age of 25, children and adolescents from
social-risk families. There are also families who perceive a child as a thing or something disruptive.
In these cases, parents deny the child mutual relations and parenting, do not allow him/her to
integrate into the family. In such families the child may not even receive the necessary nutrition.
Parents are also sending children to begging or getting the food in a criminal way (Viano 1976).
There are also people from families with many children and low-income families, orphans, children
of the streets, ethnical minorities.

Social factors such as poverty, dysfunctional family, problems of physical health or mental
problems, addiction from alcohol, drugs or psychotropic substances may form the basis for the
vulnerability of the victim (Krastins, Liholaja 2016). Arguments of recruits are based on basic
human needs — the need for daily subsistence, security, affiliation, dignity. Therefore, the offer,
which includes meeting the unfulfilled needs, becomes so important that risk assessment is no
longer possible. The job or profit offer is important in the case of poverty. The opportunity to help
your family is also important (Patvérums Dro$a maja).

Traditionally, the purpose of human trafficking is to obtain the material benefits from an
individual’s exploitation. Purposes of exploitation are involvement of a person in prostitution or
other forms of sexual exploitation, forcing to work or to provide a service, forcing to commit
criminal offences, slavery or other similar forms (debt slavery, serfdom or other forms of forced
transfer of a person to another person depending on, keeping in service, illegal removal of organs
and human tissues (Data collection on trafficking in human beings in the EU. Final report — 2018).
Fake marriages are also one of the types of exploitation.

The detecting of cases of trafficking in human beings and identification of its victims is one of
the topical problems. This aspect is also marked in the report of US State Department “On
combating human trafficking” from 2018. It is pointed out in the report that employees from
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different services lack knowledge of the characteristics of trafficking in human beings, which makes
it difficult to identify such cases, particularly between women and minors in the prostitution
industry. In addition, experts expressed concern about sexual exploitation cases among those legally
engaged in prostitution, and pointed out that representatives of law enforcement authorities are
aimed at identifying violations of prostitution rules or other laws and regulations rather than
identifying potential cases of trafficking in human beings (2018. gada ASV Valsts Departamenta
zinojums “Par cilvéku tirdzniecibas novérSanu”). Thus, these are victimological directions to be
promoted and developed by law enforcement authorities creating a new qualitative practice.

Action of law enforcement authorities gaining the information on human trafficking during
investigation of other criminal offence is one of the ways of identification of the victims of
trafficking in human beings. Human trafficking victims are also sometimes identified through
neighbours, customers, co-workers, or other community members. Victims have also been
identified because they sought social, medical, or employment dispute services and were
subsequently identified as human trafficking victims (Logan 2007). For example, an employee of
municipal social service reported that D. May be a human trafficking victim to the specialists of the
centre MARTA (Gada parskats. Centrs MARTA 2018).

The general indicators of identifying a victim of trafficking are different: The victim has no
personality identifying or travel document; the victim has been taught to speak to officials of law
enforcement authorities and immigration; the victim is in a situation of forced labour or sexual
trafficking; the victim’s remuneration guarantees the payment of the service; the victim is denied
free movement; the victim or family are threatened to cause damage in the case of escape; the
victim is threatened with deportation or arrest; the victim is restricted or even denied access to food,
water, sleep or medical care; the victim is prohibited from contacting family and friends; the victim
is not allowed to meet or visit religious organisations (Logan 2007).

At the same time, it should be taken into consideration that there several factors and
circumstances that hinder the detection of cases of human trafficking and the identification of the
victim. They are related to:

e the actions of the subject of the offence — the active counteraction of the criminal environment.
It is mainly organised and controlled by a group (organised group) with the aim of obtaining
funds. There are several persons involved in these activities, each of whom has his/her own
responsibilities and tasks; a number of victims involved is large, and these offences are of a
cross-border nature.

e the personality of the victim: language or cultural barriers, lack of awareness or education of
the victim, isolation of the victim, greater fears and security violations, limited reporting of the
offence;
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e public attitudes and awareness: prejudices of society towards victims; relatively higher needs of
the victims; insufficient resources and support services.

The second aspect of the problem is that the victims of human trafficking rarely position
themselves as victims of a criminal offence. There are indicators or “red flags” that may indicate
a potential victim of trafficking in human beings. Victims can be identified by the situation, by life
story, by demeanour (Logan, Walker & Hunt 2009). Victims of these categories need
multidisciplinary assistance to deal with the effects of trauma and to ensure the needs of the
victim. The global nature of trafficking in human beings shows that providing assistance to
victims of trafficking is specific and problematic due to a number of circumstances. The
consequences of human trafficking cover a wide range — most victims of human trafficking are
suffering physical pain, many remain disabled, almost all victims suffer psychological
consequences. Working with victims of trafficking in human beings requires a dignified and
sensitive attitude. Therefore, in order to prevent repeated victimisation or revictimisation —
additional damage and harm caused by society, state employees, law enforcement officers faced
by the victim due to their harmful behaviour (utterances or attitudes) — acknowledgements of the
professor of Tilburg University Jan J.M. van Dijk can be quoted: a law enforcement officer
(especially a policeman) should be taught that their treatment of victims is as important as the
attitude of the doctors to the patient (Van Dijk 1999).

There are two directions of victimological preventive aspects of human trafficking:

e general or common social: it includes a broad range of economic, social, cultural, parenting and
legal measures that actively target not only victimisation of particular persons, but also the
formation of criminal tendencies in society.

e special (criminological) — a set of measures taken by the State, law enforcement authorities and
public organisations with persons who have the capacity of becoming a victim under certain
circumstances. This work should focus on neutralising or changing the victimological
characteristics of these persons with a view to reducing individual victimisation (Zile 2002). It
should be taken into account that in the process of personal socialisation the effects are created
by micro environment and macro environment, where both positive and negative factors are
present. Therefore, the creation of an appropriate social environment is becoming a determinant
in the formation process of a fellow citizen (Palcejs, Zile 2011).

The prevention of human trafficking refers to a series of strategies implemented by
enterprises, the community, the government, individuals and non-governmental
agencies/organisations to have an impact on a variety of environmental, cultural, economic and
social factors affecting the risks of crime and victimisation (Winterdyk 2017). People who have

become victims of trafficking often lack the knowledge and skills to identify and assess risk levels,
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to critically assess the information given by the traffickers, and to anticipate and prevent harmful

effects from occurring.

Conclusion

1. The author indicates that a positive personality guideline is the ability to critically and
appropriately assess the situation and to choose the right pattern of behaviour. Therefore, the
prevention of trafficking in human beings must be understood as a system of multi-level legal
tools of influence.

2. Prevention measures should address the broad areas of public life: social security, employment,
education, leisure activities, etc.

3. Preventing trafficking in human beings can only be effective in a comprehensive and complex
set of measures, transforming the social environment, transforming the personality of a
criminal, neutralising criminal manifestation, and acting on the personality of the victim.

4. An important task of prevention is to inform different layers of society about not getting into

the traps of recruiters which are so cunning and sometimes very difficult to recognize.
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Abstract

Minors criminal tendencies in Latvia
Key words: crime, juvenile delinquency, number of juvenile delinquencies
There are crimes of minors in every single country, Latvia is not an exception, but there are different trends in juvenile
delinquency in each country. This article analyses and reflects trends in juvenile delinquency in Latvia between 2016
and 2018, since the crime rate of minors in the country is mainly an indicator of the well-being of society. One of the
criminal craftsmen of a minor is the number of criminal offences recorded during that period. Although there is a
tendency to decrease in the total number of criminal offences recorded, there is an increase in the number of offences
registered by minors. As well as the increasing number of juvenile delinquency, the number of minors who committed
criminal offences is decreasing, despite the increasing number of offences registered by minors. In Latvia, the largest
proportion of minors’ criminal offences against property are unchanged, and there is a constant tendency that most of
them commit crimes directly by boys.

Kopsavilkums

Nepilngadigo personu noziedzibas tendences Latvija
Atslegvardi: noziedziba, nepilngadigo personu noziedziba, nepilngadigo personu noziedzigu nodarijumu skaits
Ik viena valstl pastav nepilngadigo personu noziedziba, ari Latvija nav izp€mums, tacu katrd valstl nepilngadigo
noziedzibas tendences ir atikirigas. Saja raksta tiek analizéts un atspogulots nepilngadigo personu noziedzibas
tendences Latvija laika posma no 2016. gada Iidz 2018. gadam, ta ka nepilngadigo personu noziedzibas ltmenis valst1
galvenokart ir sabiedribas labklajibas raditajs. Viens no nepilngadigo personas noziedzibas ratitajiem ir registréto
noziedzigo nodarfjumu skaits attiecigaja laika posma. Neskatoties uz to, ka pastav tendence samazinaties kopgjo
registréto noziedzigo nodarfjumu skaitam, tacu vérojams nepilngadigo personu registréto noziedzigo nodarfjumu skaita
pieaugums. Ka arT valstT pieaug nepilngadigo personu noziedzigu nodartjumu recidivs, ta ka neskatoties uz to, ka picaug
nepilngadigo personu registréto noziedzoigu nodarjjumu skaits, samazinas pasu nepilngadigo personu skaits, kuras
izdarfjusas noziedzigus nodarfjumus. Latvija lielako Tpatsvaru nemainigi veido nepilngadigo personu noziedzigi
nodarTjumi pret ipaSumu, ka arT pastav nemainiga tendence, ka vairakums noziedzigus nodarfjumus izdara tiesi z&ni.

Introduction
The aim of this work is to analyse the trends of juvenile delinquency, its dynamics and nature
in Latvia between 2016 and 2018, as the crime rate of minors in the country is not only one of the
welfare indicators of society, but also points to undesirable trends in the economy, culture and other
spheres, so that it is important to analyse minors trends in crime of minors in Latvia.
The following tasks are required to achieve the job objective:
— to investigate and describe the state of crime and trends of minors in Latvia between 2016 and
2018;
— to investigate and describe the dynamics and trend of crimes in the breakdown by membership
of the objects of the groups defined by the Criminal Law in Latvia between 2016 and 2018;
— to investigate and describe the composition of minors committed criminal offences in Latvia
between 2016 and 2018.
The work uses general scientific research techniques (analysis, synthesis, induction,

decomposition) and special study methods (comparative, formally dogmatic, descriptive).
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Discussion

Crime: a historically changing, socially criminal phenomenon consisting of a set of crimes
committed over a certain period of time. Crime is caused by the reluctance or inability of a part of
human society to live in accordance with generally accepted public rules (laws). (crystallson 2003:
9). In this case, minors should be treated as part of human society.

Persons who have not reached the age of 18 shall be considered in a company with the
concept of “minor”. On the other hand, Article 11 of the Criminal Law (CRL) stipulates that a
natural person who has reached the age of 14 by the date of committing the criminal offence shall
be held criminally liable. A minor, that is, a person who has not reached the age of 14 shall not be
held criminally liable. Consequently, the minor is a person aged between 14 and 18.

The state of crime in the country is characterised by statistics, i.e. the number of crimes
recorded. However, when assessing the crime situation, special attention should be paid to the
crimes committed by minors, since juvenile delinquency accurately reflects existing social
challenges, adverse and negative trends in the economy, culture, prevention, the operation of mass
media and other spheres. Juvenile delinquency means the number of detected crimes committed by
minors (Kristapsone 2003: 78). Therefore, in her article, the author will study the trends of juvenile
delinquency in Latvia over the past three years.

According to statistics from the Centre of Information Ministry of Interior, 45 639 criminal
offences were recorded in the country in 2016 (of which 907) committed minors. In 2017, 44 250
offences were recorded in the country (of which 767) committed by minors. However, according to
IEM IC, 43 260 offences (of which 870) were registered in the country in 2018 were committed by
minors. The analysis of statistics shows that there is a tendency to reduce the number of criminal
offences registered in the country, but there is an increase in the number of juvenile delinquency
registered. On the other hand, an analysis of the Centre of Information Ministry of Interior data on
the number of minors who have committed criminal offences shows that in 2016 they were 678
minors, 758 minors in 2017 and 740 minors in 2018. Statistics show that in 2018 the number of
minors themselves committing criminal offences has decreased, while the number of offences
committed by registered minors has increased. In other words, this means that minors commit
criminal offences more frequently, resulting in a relapse of juvenile offences.

However, it is important to understand that minors’ personalities are still forming and that
both socially positive and socially negative behaviour are being learned quickly in this process.
Criminal punishment “stamping” a teenager on a criminal. That stamp, according to research by
foreign specialists, leaves traces of the sanctioned psyche for longer. The environmental treatment

of the punished is also changing. The condemnation of adults and, at the same time, the weaning of
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their peers for the “exploits” of the punished often reinforces undesirable diversions. When he sees
himself as a criminal, the teenager often acts according to this notion (Wolf, 2004: 360).

In addition to the total number of juvenile offences recorded in the country, the automotive
accident is important, but a lot of attention should be paid to crimes according to the nature of the

threat to the interests of the person or the public and the degree of public danger. (see Table 1)

Table 1. Number of criminal offences of registered minors by definition'®

o Less serious Serious Particularly serious
Year Criminal offences : - .
crimes crimes crimes
2016 22 562 289 34
2017 18 477 236 43
2018 20 538 281 47

The Centre of Information Ministry of Interior statistics show that the number of criminal
offences, fewer serious crimes and serious crimes committed by minors increased in 2018 compared
to 2017, as in 2018 the number of criminal offences was 20, 2 more than in 2017, less serious
crimes 538 (+61), serious crimes of 281 (281) (281) (+45). For the three years, however, there is a
constant trend towards an increase in the number of particularly serious crimes committed by
minors, i.e. 34 in 2016, with 47 particularly serious crimes in 2017 and 47 in 2018 respectively.

By analysing the breakdown of Centre of Information Ministry of Interior criminal offences
by belonging to the sites of the groups designated by the KL during the period 2016-2018, the
largest proportion of minors’ criminal offences against property is unchanged. The number of
offences of this type in 2016 was 664, representing 77% of the total number of offences, 556 (-108)
in 2017, 78% of the total number of offences and 631 (+75) in 2018, 77% of the total number of
offences. Juvenile delinquencies against general security and public order rank second, with 60
offences in 2016, 76 in 2017 (+16) and 52 in 2018 (-24). There are 55 offences committed by
minors in third place, 36 in 2017 (-19) and 45 in 2018 (+9). It should be noted that the fact that
property offences and personal health crimes have increased in 2018 compared to 2017 is a negative
one. The fact that juvenile delinquencies against general security and public order have decreased in
2018 is a positive one. As well as in 2018, the number of types of criminal offences has declined
compared to 2017. For example, the number of offences related to the use, purchase, storage,
manufacture, transport and transfer of intoxicating substances has decreased by 6% (-1%), the
number of offences against morality and sexual integrity decreased by 1.2% (-0.8%) and the
number of offences following Article 231 (Hooliganism) by 0.7%. (-1.3%).

In the general confusion surrounding the process of raising a child with the search for a place
and role, it is problematic to focus on the situation and to choose the only right and legitimate

¥ Centre of Information Ministry of Interior data. Accessed https:/datal.csb.gov.lv/pxweb/Iv/sociala/

sociala__likump/SKGO030.px/
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course of action. It’s hard to do for adults, but harder for a teenager. (Vilks, China 2004: 351). But
the juvenile delinquency structure is determined by the motives for the actions of minors, which
describe a scale of values and reactions of teens in a particular situation. They can be primary and
secondary themes, and these primary themes define the style of adolescence. Often, the crime
involves demonstrating courage, bashing, obtaining alcoholic beverages and sweets, purchasing
fashion cases, technical parts and materials, and so on, minors think little about responsibility. Most
delinquent teens are not even aware of the antislavery of their actions because there is no adequate
knowledge. The influence of friends and the need for self-expression are very important
(Kristapsone 2003: 80).

In an analysis of the statistics from the Centre of Information Ministry of Interior, the author
found that the structure of juvenile delinquencies is strongly dominated by property crimes and
suggests that minors are capable of criminal offences because of their property, as thefts are most

widespread among juvenile delinquencies (see Table 2).

Table 2. Number of offences committed by minors qualifying under Articles KL%

Year Article 180 Article 175
2016 309 227
2017 247 186
2018 296 200

For example, in 2016 minors committed 309 offences qualifying under Article 180 of the KL
(theft, fraud, small embezzlement), respectively in 2017 247 (-62) and 2018 296 (+49).
Subsequently followed by criminal offences qualifying under Article 175 KL (theft), 227 offences
in 2016, 186 in 2017 (-41) and 200 in 2018 (+14). It follows that trends in the development of
minors are generally negative.

As another indicator of the trend of crime, automatically, is the composition of minors
committing criminal offences, for example, according to the data of the Central Statistical Bureau
database (CSPD), the number of persons committing criminal offences in 2016 is 10 478, of which
5.1% of the total number of persons committing crimes is minors, in 2017, 9785 (5.3%) and 2018,
respectively, 9375 (5.2%). Invariably, most criminals are committed by boys. For example, in 2016
boys make up 88%, girls 12%, boys make up 87% in 2017, girls 13% and boys make up 84% in
2018, girls 16%. It follows that there is an increase in the proportion of criminal offences committed
by girls. An analysis of the proportion of offences committed by boys by severity (see Table 3)
showed a tendency to commit serious and particularly serious crimes to boys throughout the three-

year cross-section.

2 Centre of Information Ministry of Interior data. Accessed https://datal.csh.gov.lv/pxweb/Iv/sociala/sociala__
likump/SKG030.px/
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Table 3. Proportion of criminal offences committed by boys (as a percentage)

by weight of total criminal offences®

Year Criminal offences Less serious crimes Serious crimes Partlc%ﬁ;:)é:er|ous
2016 95 88 95 97
2017 61 83 95 88
2018 85 83 93 91

For example, in 2016, a percentage of the total number of offences committed by boys
committed 95% serious crimes and 97% particularly serious crimes, respectively 95% of serious
crimes, 88% particularly serious crimes and 93% serious crimes in 2018, 91% particularly serious
crimes.

The prevention of violations of child and youth law (including criminal offences) should be
seen as a tool for the overall reduction of crime in the future. The antisocial behaviour of children
and young people is often associated with the development of their grandfathers — for example,
testing their personal freedom mayor. Therefore, the causes of violations of the law committed by
children and young people can often differ significantly from the causes of violations of the law of
adults. These differences create a phenomenon: preventing child and youth delinquencies, if
properly performed, can have a greater effect than working proactively with adults who have
already developed a stable tendency to break the law. In international law, child prevention is
defined as a set of targeted measures involving a child in socially meaningful, legislative-oriented
activities that are relevant to his development phase and maturity (Kronbergs 2015).

The study “Child-friendly legal environment in Latvia: in focus — prevention of
delinquencies” identifies factors that may lead to child antisocial behaviour. The most common risk
factors that may affect the behaviour of the child:

e A child in the family does not have a favourable environment for his or her development:

— parental problems with the use of addictive substances;

—  parental conflicts (including divorce);

— the child’s parents have moved abroad, resulting in the child being raised by other
relatives;

— the child’s needs are not given adequate time, and parents do not create an appropriate
environment for the child to develop communication capabilities with co-human beings;

— frequent changes in residence, resulting in a child not developing socially sustainable

links with fellow human beings;

2L Centre of Information Ministry of Interior data. Accessed https://datal.csh.gov.lv/pxweb/Iv/sociala/sociala__
likump/SKG030.px/
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— the state of health of the relatives of the child (severe diseases);
e the child has been subjected to violence;
e school conflicts;
e condition of the child’s health (psychological, neurological)

Despite the fact that there is still a stereotype that only minors who come from disadvantaged
families commit criminal offences, it appears from the study “Child-friendly legal environment in
Latvia: in focus — prevention of delinquencies” that teens who commit criminal offences also come
from well-established families — parents lack time to focus on raising a child, contacts are limited.
Only to satisfy the child’s material desires and physiological needs.

Prevention and prevention of violations of child and youth law, which is confirmed by, for
example, the draft Law on the Prevention of Antisocial Behavior Prevention of Children, submitted
to the Cabinet of Ministers of the Ministry of Justice, which aims to promote the child’s refrain
from illegal activities, prevent child risks, create and strengthen the orientation of the child’s values,
change the child’s behavior, promoting the inclusion of a child in society, strengthening the role of
the legal representatives of the child in prevention, promoting an effective model for the
cooperation of child protection specialists in support of the child and his or her legal
representatives. As well as guidelines for the prevention of child crime and the protection of
children against criminal offences adopted on 21 August 2013 (hereinafter — guidelines). The
guidelines aim to reduce child crime, eliminate factors contributing to criminal behaviour, and to
improve the safety of children by protecting them from health and life risks. However, despite the
measures mentioned above, trends in the development of minors in Latvia are still negative and
potentially very dangerous.

Conclusions

The overall situation in Latvia has changed between 2016 and 2018. Overall, the number of
criminal offences registered has decreased, but the number of juvenile delinquency has increased.
There is also a tendency to reduce the number of minors themselves who committed criminal
offences, but to increase the number of offences committed by registered minors, resulting in a
relapse of juvenile delinquencies. For the three years, however, there is a constant trend towards an
increase in the number of particularly serious crimes committed by minors. From 2016 to 2018, the
highest proportion is invariably composed of property offences by minors, and thefts are the most
widespread. Indeed, the majority of the offences are committed by boys, but there is an increase in

the proportion of criminal offences committed by girls.
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Abstract

Administrative responsibility for unauthorised construction in Republics of Lithuania and Latvia
Key words: administrative fine, construction control institutions, elimination of unauthorised construction,
responsibility for unauthorised construction, unauthorised construction
The new Construction Law of the Republic of Latvia (further — CLLv) come into force from 01.10.2014, and The new
Construction Law of the Republic of Lithuania (further — CLLt) come into force from 01.01.2017.
The aim of paper is to compare responsibility for unauthorised construction (further — UC) in both states. There is
discussed the bill of amendments about defining administrative responsibility in CLLv from 01.01.2020, when
Administrative Responsibility Law will come into force.
Conclusions shows that definement of UC are similar in both states.
Construction control in Lt perform State Territorial Planning and Construction Inspectorate under the Ministry of
Environment, but in Lv building authorities of local governments, The State Construction Control Office or other
institutions.
There are bigger fines for UC in Lt than in Lv, till 60000 euro (further — €).
To eliminate UC in Lt, after preparing construction project and paying payment of the specified contribution for UC,
can receive construction permit. In Lv the building authority take decision to renew the previous condition, if
construction of the particular object in the relevant territory is precluded by laws and regulations or permission to
perform construction after fulfilment of the requirements of the laws and regulations. Lv local governments shall
implement a fee for contribution for UC.
There is plan to decrease fine for UC in Lv, what can increase amount of UC in future.

Kopsavilkums

Administrativa atbildiba par patvaligu biivniecibu Lietuvas un Latvijas Republikas
Atslegvardi: atbildiba par patvaligu bitvniecibu, administrativais naudas sods, biuvniecibas kontrole, patvajiga
bitvnieciba, patvaligas bitvniecibas novérsana
Latvijas Republika (turpmak — Lv) no 01.10.2014. speka ir jauns Buvniecibas likums. Ari Lietuvas Republika
(turpmak — Lt) 01.01.2017. stajies speka jauns Bvniecibas likums.
Darba mérkis ir salidzinat abas valstis noteikto atbildibu par patvaligu biivniecibu. Apskatits ar1 likumprojekts par
grozijumiem Lv Biivniecibas likuma par administrativas atbildibas noteikSanu Baivniecibas likuma no 01.01.2020., kad
stasies speka Administrativas atbildibas likums un Latvijas Administrativo parkapumu kodekss zaudgs speku.
Secinats, ka patvaligas biivniecibas defingjums un &ku iedalijums 3 grupas Lt un Lv ir lidzigs.
Biivniecibas kontroli Lt veic viena iestade Lt Vides ministrijas Teritorialas planoSanas departaments un Valsts
Biivinspekcija, bet Lv pasvaldibu biivvaldes, Bavniecibas valsts kontroles birojs vai citas institiicijas.
Lt parkapumu sankcijas noteiktas atkariba no €kas grupas un darbu veida un naudas sodi Lt ir lielaki neka Lv, Iidz
60000 €.
Lai noveérstu patvaligu biivniecibu Lt, sagatavojot projekta dokumentaciju un samaksajot patvaligas biivniecibas
apstiprina$anas iemaksu, var sanpemt biuvniecibas atlauju. Lv iestade piepem lémumu par ieprieks€ja stavokla
atjaunoSanu vai atlauju veikt blivniecibu p&c normativo aktu prasibu izpildes. Lv pasvaldibam jaievie$ papildus
patvaligas biivniecibas apstiprinasanas nodeva.
Lv ar likumprojektu par grozijumiem Lv Baivniecibas likuma, naudas sodus paredz€ts samazinat, kas var negativi
ietekmét patvaligas biivniecibas apjomus biivnieciba nakotné.

Introduction

The new Construction Law of the Republic of Latvia (further — CLLv) come into force
01.10.2014. and The new Construction Law of the Republic of Lithuania (further — CLLt) come
into force 01.01.2017.

The aim of the paper is to compare responsibility for UC in both states. This topic is actual,

because there is bill of amendments about defining administrative responsibility in CLLv from
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01.01.2020. when Administrative Responsibility Law (further — ARL) will come into force and
Latvian Administrative Violations Code (further — LAVC) will lose force.

Research methods: historical, researching for bills of amendments; legal-dogmatic research
to compare the statutory provisions of Lt and Lv; teleological interpretation to find out the meaning
of the legal provision; analytical to research, analyse and summarise information.

In this paper contents discusson of regulatory enactments regulating the issue and bills of
amendments, information available in internet resources, published before 13.04.2019. This paper
considers and analyses the information and summarizes the issues and problems of
responsibility for UC in Lt and Lv.

Construction Control

Lt. Construction documents are issued by the municipal administration. Building permits in
the territorial waters of Lt, the exclusive economic zone and the continental shelf, projects of
special national importance, permits to continue suspended construction are issued by the State
Territorial Planning and Construction Inspectorate under the Ministry of Environment (further — Lt
Inspectorate) (CLLt, 27. (2), (3)). Lt Inspectorate reviews complaints about possible violations in
construction in accordance with the Law on Territorial Planning and Construction of the Republic
of Lithuania (further — LtTPC) (LtTPC).

Lv. State Construction Control Office controls construction (further — office) of structures and
buildings that are mentioned in section 6. of CLLv (public buildings with more than 100 people at
a time; had procedure of environmental impact assessment; if construction is submitted by a local
government and the public works contract price is 1.5 million € or more; is building authority for
structures necessary for needs of the Ministry of Defence or its subordinate institution). The local
government for ensuring rules of law of the construction process establish a building authority in its
territory and take decisions on the contested administrative acts, actual action and decisions of the
building authority (CLLv, 7. (1)). Construction control is performed by the building inspectors
employed in the building authority, office or other institutions (CLLv 18. (1)) (Ministry of
Economics, The State Environmental Service, The State Railway Technical Inspectorate, The
Latvian State Roads, look at The Draft Law).

In Lt construction control performs one institution Lt Inspectorate, but in Lv the building
authority, office or other institutions.

Unauthorised construction

Lt. UC is construction of a building or its part without a valid building permit or having it, but
in violation of the essential design solutions of the building (CLLt 1. 46.). The building permit
documents are necessary for permission to construct a new building, to reconstruct or to renew a

building, to carry out major or to perform simple repairs of a building, demolition of a structure, for
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permission to continue suspended construction and changing the purpose of a building or part of it

(CLLt27.).

Lv. UC is construction work which has been commenced or is carried out without a
construction permit or before a note has been made in the construction permit, certification card or
explanatory memorandum on the fulfilment of the relevant conditions, construction work which
does not confirm to the building design and the requirements of laws and regulations, using of the
structure or its part not according to the designed type of use (CLLv, 18. (2)).

Definement of UC are similar in both states.

Responsibility for unauthorised construction

Structures in Lt groups:

— special building (ypatingasis) in which dangerous substances are used or stored, a public
building with more than 100 people at a time, more than 5 floors apartment houses, cultural
heritage building;

— not-special building (neypatingasis) is a building that is not classified as special and
non-complex;

— non-complex (nesudétingasis) is simple structure with a maximum height of 8,5 meters, the
sum of areas of all floors and associated use areas not exceeding 80 m? and with a basement not
more than one storey or engineering structure of simple constructions (CLLt 2. 20., 28., 30.).

Structures in Lv groups:

— group 1 — one-storey building with area not more than 25 m? a separate industrially
manufactured one-storey building with building area up to 60 m? (container-type building) and
outside the city and village territories one-storey non-residential building with construction area
up to 60 m%

— group 3 — a public building with more than 100 people at a time, building which has more than
five surface or more than one underground storeys;

— group 2 — buildings which are not contained in group 1 or 3 (General Construction
Regulations, Annex 1).

Grouping of buildings in 3 groups are similar in Lt and Lv, only cultural heritage buildings
are special buildings in Lt (in Lv that could be group 3).

Lt. Article 56 of CLLt sets out thirty sanctions for UC, taking into account the building group
and the construction work carried out there. The builder or client (further — B) or the legal entity
(further — LE) is called for administrative responsibility. The smallest fine is for simple repairs of
non-complex building — B fine is from 50 to 100 €, but LE from 100 to 150 €. For UC of a new
special building — for B fine is 10000 to 30000 €, but for LE 16000 to 50000 €. For UC of a new,
non-complex building — B fine is from 2000 to 9000 €, and LE from 4500 to 17000 €. The biggest
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fine is for UC of a new special building in the protected area — B from 16000 to 40000 €, and LE
from 20000 to 60000 € (CLLt). Lt Inspectorate detected 482 cases of UC in 2016 and 375 cases in
2017 (Lt Inspectorate Report).

Although fines for UC are high, the number of UC cases are not low.

Lv. In article 152 (1) of LAVC for UC in an existing building and (2) for new construction
the fine is not determined independently of the group of the building: from 70 to 700 € for natural
persons (further — NP) and LE from 280 to 4300 €; (2) NP from 140 to 1400 € and LE from 700 to
7100 €. LAVC will lose force from 01.01.2020. and ARL will come into force. ARL provides for a
longer limitation period for commencement of administrative violation proceedings three years
from the day of committing the violation (ARL, 118 (3)) than now defined in Article 37 (1) of the
LAVC — six months. From 01.01.2020. Sanctions for administrative violations in construction will
be determined in CLLv according to the Cabinet of Ministers 04.02.2013. order No. 38 “Concept of
Development of the Administrative Penalty System” (further — CMO) (CMO). And the draft law
“Amendments to the Construction Law” (No. 197/Lp13; further — The Draft Law) is on the agenda
of the Saeima (13th Saeima). Chapter Il of CMO states that a person who has committed an
administrative offense for the first time must be able to be warned first in cases where no significant
harm has been caused by an administrative offense or if the violation committed is minor and the
warning should be retained in the administrative penalty system as a principal sentence. A fine is
the most appropriate and effective penalty for an administrative offense and should be given the
primary penalty (CMO). Minimum fine for NP and LE will be two fine units (i.e. 10 €) (ARL, 16.
(2) and (3)). The Draft Law for UC provides for the imposition of a warning or a fine of 10 € as a
minimum administrative penalty. The smallest fine is set for up to 15 fine units (75 €) for
construction work started or carried out in a building or part of it, if an explanatory memorandum is
required, but no note has been made on the fulfillment of the conditions for the commencement of
construction work (The Draft Law, 25. (1)). The maximum fine imposed by the ARL to NP is 400
fine units (2000 €), and to LE — 4000 units of fine (20000 €) (ARL 16. (4)), which in The Draft Law
provides to NP for construction work, if a building permit is required, it has been issued, but no
note has been made on the fulfillment of the design conditions, a building permit is required and it
has not been issued and on the execution of construction works with deviations from the building
design. For LE maximum fine is provided for construction works started or performed in a building
or part of it, if building permit is required and it is not issued (The Draft Law, 25). Article 7 of
CMO states that within two years from the date of entry into force of the ARL, the Ministry of
Justice shall prepare an informative report on the execution of administrative fines and submit
proposals for improvement of the legal framework in accordance with the experience of other

countries in the enforcement of fines (CMQO). The Latvian Association of Local and Regional
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Governments (further — LALRG) notes that The Draft Law does not provide any justification for the
reduction of fines for the UC from 140 € for issuing of a warning or a fine of 10 € or NP from 700 €
for warning or a fine of 10 € and suggests increase the minimum fines for UC according to the
LAVC currently (LALRG letter). The author states that the reduction of administrative
responsibility in construction is not permissible, as practical experience also indicates that the
current amount of fines does not motivate the public representatives not to violate the established
construction procedure. If the minimum penalty for construction violations is a warning or 10 €, the
volume of UC will only increase, so there is no justification for reducing administrative
responsibility in construction to the minimum of administrative penalties. According to the
experience of other countries — Lt administrative fines for UC are higher, but the number of UC
cases is still high. The limitation in construction will be three years from the date of the offense, and
the Lv should also consider to raise the minimum amount of administrative fines.

Elimination of unauthorised construction

Lt. The consequences of UC are eliminated in accordance with the procedure established by
LtTPC (CLLt 32.). Article 14 of the LtTPC stipulates that an inspector of Lt Inspectorate shall,
within 10 working days from the date of signing the UC act, provide the owner, manager or user of
the building or part of it, the landowner, manager or user a mandatory indication of elimination of
the consequences of UC. The mandatory order stipulates that the person has the right to prepare the
project documentation and, upon payment of the UC approval fee specified in Annex 1 of the CLLt,
to receive a construction permit, if the performed works are possible according to the existing
detailed plans of the land plots and the construction does not contradict the mandatory
environmental protection requirements and protection of protected areas. Prevent the effect of UC
can by demolishing or rebuilding building if the public interest is compromised by demolition or
dismantling of it. Mandatory indications must be complied in six months or shorter if it is found
that UC has seriously infringed the rights of third parties and severely constrained their ability to
use affected property. Lt Inspectorate may extend the term once for 3 months if there are important
reasons. Receiving or correcting project documentation is considered an important reason for which
the person cannot influence the duration (LtTPC).

The UC approval fee () is determined by the value of UC works and construction products
used, but not less than 86 € and not more than 300000 € and 70% of the value of the arbitrary works
(V). The fee is calculated using the formula | = V%144810 €. Cost value is determined by
construction expert valuation of construction and construction product prices during evaluation of
UC works (CLLt, Annex 1).

Lv. If a building inspector detects UC he or she stops the construction work and writes a

relevant opinion, and the building authority shall take one of the following decisions: to renew the
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previous condition, if construction of the particular object in the relevant territory is precluded by
laws and regulations or permission to perform construction after fulfilment of the requirements of
the laws and regulations governing construction. If a decision on permission to perform
construction is not carried out within the time period laid down by the building authority, the
building authority may decide on renewing the previous condition (CLLv, 18. (5)). CLLv has no
deadlines for the adoption of the building inspector’s relevant opinion and the decision of the
building authority. The deadlines for making decisions are defined in other normative acts, as in
LAVC article 238.%, that within 3 working days it is necessary to make a decision on
commencement of administrative violation record keeping or refusal to initiate it (LAVC; ARL
117.) and within nine months to make a decision on the application of the penalty (LAVC 37. (4),
ARL 119. (1) 12). The deadlines for decision-making and the time period for dispute are
determined by the Administrative Procedure Law (further — APL). According to APL
administrative act can be performed for five years (APL 360.%).

Only in Riga city territory in 2017 issued 1078 and in 2016 1038 administrative acts on the
elimination of the consequences of UC (The building authority of Riga). Several Lv municipalities
have adopted binding regulations providing for an increase in the fee: 5 times in Riga (Riga
Regulations No. 147), 3 times in Liepaja (Liepaja Regulations No. 28) and Jekabpils (Jekabpils
Regulations No. 37), if prior to the acceptance of the construction UC has been detected. In order to
reduce UC volumes in the Lv, sanctions for UC should be more severe and additional UC approval
fees should also be introduced in other municipalities.

Conclusions

1. In Lt construction control performs one institution, but in Lv the building authority, office and
other institutions.

2. Definement of UC in Lt and Lv are similar.

3. InLtand Lv group buildings in 3 groups, only cultural heritage buildings are special buildings
in Lt (Lv could be in group 3).

4. Although fines for UC in Lt are high, the number of UC cases are not low.

5. Lv should increase the minimum amount of administrative fines for UC. Reducing
administrative liability in construction to a minimum will increase UC volumes.

6. In Lt prevention of UC must be executed in six or nine months and a UC approval fee is set.

7. In order to reduce UC volumes in Lv, sanctions for UC should be more severe and additional

UC approval fees should be introduced in municipalities by adopting binding regulations.
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Social responsibility as a component of tender assessment within the public procurement process
Key words: public procurement, social responsibility, sustainability, effectivity
Rationality and effectiveness of the use of public resources is one of the most significant societal issues discussed all
over the world. Especially during periods of unstable economy, the society pays special attention to the use of public
resources often identifying more new issues. At the time when effective meeting of the needs of society is a guiding
principle for the use of public funds, it is important to evaluate the issue in the light of benefits obtained or purchased
for public needs, as well as to analyse whether the supplier who has fulfilled the contractual obligations is socially
responsible in its daily operations and the funds received for the execution of the contract are used in the interest of the
whole society and not only focused on maximizing profits. The public expenditure through the public procurement
process has a huge potential to influence the supply chain positively in its every stage changing market tendencies
accordingly in the area of socially responsible implementation of the contract, thus affecting positively the quality of
life of the society in general. Consequently, evaluation of the social responsibility as an assessment component within
the public procurement is particularly important.
The aim of this article is to reveal the content framework of the social responsibility as a component of tender
assessment considering the existing practice and case law in the area of public procurement, as well as the aim of the
concept and ways of achieving it on its merits.

Public spending through public procurement has a tremendous potential to positively affect
the functioning of the supply chain and to change market trends in the implementation of a socially
responsible contract, thus also having a positive impact on the quality of life of society as a whole.
An important emphasis on social responsibility elements in public procurement is also provided by
the EU Public Procurement Directive, which includes a horizontal “social clause” on the principle
of respect for environmental and social obligations and labour law applicable and derived from EU
law, national law, collective agreements and international law.

The purpose of this article is to reveal the content framework of social responsibility as a
component of tender evaluation, taking into account not only the established practice and case law
in the field of public procurement, but also the purpose of the concept and the possibility to achieve
its purpose by nature.

In accordance with Directive 2014/24 | EU of the European Parliament and the Council of the
European Union (February 26, 2014) on public procurement and repealing Directive 2004/18 / EC
(hereinafter referred to as “the Directive”) with a view to the better integration of social and
environmental considerations in the procurement procedures, contracting authorities should be
allowed to use award criteria or contract performance conditions relating to the works, supplies or
services to be provided under the public contract in any respect and at any stage of their life cycles
from extraction of raw materials for the product to the stage of disposal of the product, including

factors involved in the specific process of production, provision or trading and its conditions of
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those works, supplies or services or a specific process during a later stage of their life cycle, even
where such factors do not form part of their material substance. (...) However, the condition of a
link with the subject-matter of the contract excludes criteria and conditions relating to general
corporate policy, which cannot be considered as a factor characterising the specific process of
production or provision of the purchased works, supplies or services. Contracting authorities
should hence not be allowed to require tenderers to have a certain corporate social or
environmental responsibility policy in place. Article 98 of the Directive also states that it is
essential that award criteria or contract performance conditions concerning social aspects of the
production process relate to the works, supplies or services to be provided under the contract.

It can be concluded from the assessment of the Directive that it explicitly refers to the need to
pay particular attention to social aspects in the award procedure, while respecting the link with the
subject-matter of the contract, preventing the use of criteria and conditions relating to general
corporate policy, or requirement for a specific corporate policy on social responsibility. However,
the Directive does not clarify the meaning of these concepts, i.e. what should be understood by the
term “corporate policy” or “social responsibility”. It is therefore necessary to clarify the meaning of
these concepts in order to be able to incorporate the social aspects of the contract award procedure,
in line with the requirements of the Directive, while respecting the prohibition of requiring specific
corporate social responsibility policies.

Since the 1950s, scientific literature and business-related sources, especially in the USA,
contain concepts related to corporate social responsibility. The most frequently mentioned are
“corporate social responsibility”, “Corporate Social Performance” and “corporate social integrity”.
In the course of time, these concepts have replaced one another, gaining the meaning of the
previously used concept, and hence a new added meaning. During the 1980s, the following terms
were used: “business ethics”, “corporate philanthropy”, “corporate social policy”, and “stakeholder
management”. At the beginning of the 21st century, the following terms became relevant:
“sustainable development”, “corporate citizenship”, ‘“corporate sustainability”, “corporate
reputation”, “socially responsible investment”, “Corporate Social Report”, etc. (Epstein 2002;27)

Marreviyk, Kotler and Nancy emphasized the need to harmonize the concept of corporate
social responsibility with “corporate sustainability” (Marreviyk 2003; 95-105)

Steuer et al. offer the theoretical “core” — a model that combines the concept of “sustainable
development” with “corporate sustainability” and “Relationship management with stakeholders”
(Steuer 2005; 263-281). According to the researchers, study on the origin of the key concept is
possible in a broader context and includes alternative approaches, and can therefore in some ways

be seen as a general concept.
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When assessing the manifestation of social responsibility in public procurement, it is most
directly reflected in the Green Public Procurement (GPP). GPP is a process whereby public
authorities seek to procure goods, services and construction works with less environmental impact
throughout their life cycle than goods and services with the same primary function but purchased
using different procurement principles. (Communication from the European Commission 2008;4) It
should be noted that aspects of social responsibility in procurement can be integrated not only as
“environmental impacts”, but other elements of social responsibility are also taken into account in
the procurement procedure, such as the absence of tax debts, average hour rates of employment,
employment in a social risk group, etc.

Although there is no consensus on the precise definition of social responsibility in sources, it
is perceived as a broad set of concepts including actions aimed at managing stakeholders and
managing social issues (e.g., Clarkson, 1995, Swanson, 1995, Hillman and Keim, 2001 and Wood,
1991).

Carrol (1979) has looked at the hierarchy of the social responsibility model (see Figure 1).

Stage four:
Philanthropic Responsibility
Improve society

Stage three: Ethical Responsibility
Be ethical

Stage two: Legal Responsibilities
Obey the law

Stage one: Economic Responsibilities
Be profitable

Figure 1. Corporate social responsibility hierarchy (Carrol 1979)

According to the author of this paper, public procurement can be an excellent tool for
promoting social responsibility because public administration acts as both a market regulator and a
market participant.

It should be noted that many public authorities in Europe implement in practice not only GPP,
but also sustainable public procurement, incorporating environmental and social criteria into their
purchasing decisions. (Buying green, 2016)

As stated in the Jeong-Wook Choi study, “Can Public Procurement Make Society Better?”
public procurement can contribute to social responsibility in various ways. Initially, socially
responsible activities appear to be more expensive to perform in a procurement, but it is necessary
to weigh all life-cycle costs of a procurement subject, which will be lower in the long run. Thus, it
can be concluded that social responsibility is characterized by the ability to plan in the long term,
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including planning and evaluating the impact of the activity on the long-term living standards of
society, not only on the current state budget.

When evaluating the tendencies of public procurement nowadays, in the opinion of the author
of this paper, public procurement in Latvia is part of the first and second stage of the social
responsibility hierarchy, i.e., the tenderers prioritize the maximum profit (stage 1) while preparing
the tender, and the contracting authority checks whether the tender meets all requirements specified
in regulatory enactments (stage 2), including the standards, etc. Aspects such as ethics and the goal
of making the society better are not priorities, in principle, they are not set as a goal at all.
According to the author, this approach is basically ineffective and characteristic of short-term
thinking, which in the long term does not effectively implement the socio-economic and legal
interests of the target group — the society.

When defining quality requirements in the public procurement process, it is also important to
identify exactly the interests of the target group (society) that the contracting authority can
implement through public procurement.

According to Article 10 of the “State Administration Structure Law”, state administration
shall act in the public interest. Public interest shall include also proportionate observance of the
rights and lawful interests of private individuals.

In its turn, the purpose of the law “On Prevention of Conflict of Interest in Activities of Public
Officials”, in accordance with Article 2 thereof, is to ensure that the actions of public officials are
in the public interests.

In order to ensure good governance in the public sector, institutions and individuals must act
in the public interest continuously, in accordance with the law, avoiding prioritizing their own
interests. (International Federation of Accountants, 2013)

It can be concluded that the members of the procurement commission who make the decision
to award the contract in the public procurement, as officials, are responsible and act in the public
interest, ensuring the implementation of the legal interests of the society. Given that the state
administration activity is mainly financed by the state budget, which is made up of taxes paid by
society, it is in the interest of any member of society, as a taxpayer, to use these funds effectively.
Receiving public services provided within the framework of public administration affect every
member of society. Economic theory explains how people use limited resources to meet their needs
to the maximum. Accordingly, it is in the public interest to use the collected taxes as efficiently as
possible. It follows from the above mentioned that social responsibility, in which socio-economic
and legal interests or needs of society are ensured, should be an essential component of the
evaluation process in the awarding of public contracts, subject to the prohibition of the Directive to

require specific corporate policies in the field of social responsibility.
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In the legal system, the concept “social needs” or “public needs” is not widely explained. As
the Court of Justice of the European Communities acknowledges in case C-373/00, the term “public
needs” should be interpreted uniformly in accordance with Community law and its interpretation in
the Member States should not be different.

As stated in the judgment of the Court of Justice (Third Chamber) of 10 May 2012 in case C
368/10, in order to guarantee equal opportunities, the award criteria must be such that the
comparison and evaluation of tenders can be carried out objectively. If these conditions are met, the
economic and quality criteria for the award of the contract, such as the fulfilment of environmental
requirements, may allow the contracting authority to meet the needs of the relevant public as set out
in the contract specifications. Under the same conditions, the contracting authority may use criteria
aimed at satisfying social needs, in particular by referring to the needs of beneficiaries or users of
disadvantaged groups in the contract specifications — works, supplies or services.

In the author's opinion, it is debatable how closely the criterion of social responsibility should
be related to the particular subject of the procurement. According to the principle established in
practice and case-law, only those aspects that are directly related to the fulfilment of the particular
procurement subject should be assessed as the selection criterion of the most economically
advantageous tender. However, in the author's view, such an approach too narrowly interprets "the
needs of society”. For example, in a public procurement where the supplier merely provides for the
assembly and delivery of the goods produced by the manufacturer, there is often a lack of resources
in the supply chain that could be attributed to the elements of social responsibility. However, the
revenue and profit from the performance of the contract are used to secure the economic activity of
the supplier, including economic activity unrelated to the performance of the contract in question.
Thus, the public financial resources actually co-finance the supplier's economic activity and it is in
the public interest to maximize the use of these funds not only for the part of the funds that make up
the procurement prime cost (i.e. referring to those resources and supply chain elements directly
involved in the contract), but the whole contract price. Thus, the elements of social responsibility
should be assessed not only in relation to the fulfilment of the specific subject of the procurement,

but to the economic activity of the applicant as a whole.
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Abstract

Legal acts conductive to regional institutional cooperation Latvia
Key words: regulatory framework, regional development, cooperation, collaboration
The regulatory framework and policy documents regulating institutional cooperation in the regions have been a focus of
scientific discussion for a long time, as they represent a formal legal framework for cooperation (or a lack of it) among
institutions aimed at contributing to regional growth. The regulatory framework contributing to or hindering
development, institutional cooperation and regional growth is a factor of sustainable development. The regulatory
framework contributing to regional growth in Latvia is comprised of not only the national and regional frameworks but
also the international framework. It is important to assess the regulatory framework by analysing the regional
economies of Latvia as a component of the global economy. The regulatory framework stipulating that and how
institutional cooperation has to be made and contributing to social equality and public participation in state and
environmental governance would also promote cooperation among regional institutions for sustainable development.
An important research task is an examination of the regulatory framework for institutional cooperation, as it allows
understanding whether the framework is conducive or hindering. Research investigations by Latvian scientists have
found that many local governments in the regions still make isolationistic policies both horizontally and vertically,
which was due their competition. Accordingly, it is important to assess the role of the current regulatory framework in
institutional cooperation.
The research aim of the paper is to assess the regulatory framework and policy documents contributing to or hindering
institutional cooperation needed for development in the regions of Latvia, focusing on the international, national and
regional levels. A special focus is placed on the research investigations by Latvian economists and law scientists into
the regulatory framework for regional development. After analysing the relevant regulatory framework and scientific
literature, the authors concluded that the international, national and regional frameworks are conducive to institutional
cooperation. A problem that requires a further and more detailed research investigation is the reason why institutional
cooperation does not occur sufficiently, which does not allow the territorial development pace to be fast enough owing
to local and national institutional cooperation.

Kopsavilkums

Regionalas institucionalas vides sadarbibu veicinosie tiesibu akti Latvija
Atslegvardi: normativais reguléjums, regiondala attistiba, kooperésands, sadarbiba
Normativais regul&jums un attistibas planoSanas dokumenti, kas regul€ institucionalo sadarbibu regionos, pamatoti ir
zinatnisko diskusiju centra jau ilgstosi, jo tas ir formalais juridiskais ietvars institiiciju sadarbibai (vai tas trikumam)
regionalas ekonomikas attistibai. Regul&jums, kur§ nodro§ina attistibu, vai bremzg, institiiciju sadarbibu un regionu
izaugsmi, ir nozimigs ilgtsp&jigas attistibas faktors. Latvijas regionalas ekonomikas izaugsmes normativo bazi veido ne
tikai nacionalais un regionalais normativais regul&ums, bet ari starptautiskais. Buatiski ir veikt visa $1 regulgjuma
izveérteéSanu, vertgjot Latvijas regionalo ekonomiku ka globalas ekonomikas sastavdalu. Normativais regul&ums, kur$
nodroSina, ka un ka tiek veidota institucionala sadarbiba, sociala vienlidziba un sabiedribas lidzdaliba valsts un vides
parvaldg, nodrosinatu ari regionalo institiiciju sadarbibu ilgtsp&jigai attistibai. Normativa regul&uma izpéte institiiciju
sadarbibas joma ir butisks uzdevums, jo dod iesp€ju saprast, vai regulgjums ir stimulgjoss vai bremzgjoss. Latvijas
zinatnieku pétijumi norada uz to, ka joprojam daudzas paSvaldibas regionos isteno norobeZoSanas politiku gan
horizontalaja, gan vertikalaja Itmen, ko ir veicinajusi konkurences politika. Nozimigi ir novertét normativa regul&juma
lomu 11dz§ingja institucionalaja sadarbiba.
Raksta mérkis ir novértét normativo regul&jumu un attistibas planosanas dokumentus, kas veicina vai bremzg institticiju
sadarbibu Latvijas regionu attistiba, akcentgjot gan starptautisko, gan nacionalo, gan regionalo Iimeni. IpaSa uzmaniba
tiek pieversta Latvijas ekonomistu un juristu p&tijumiem par normativo regul&jumu regionu attistibai. Veicot normativa
reguléjuma un zinatniskas literatliras analizi, autori secina, ka gan starptautiskais, gan nacionalais un regionalais
normativais reguléjums nodroSina un veicina institucionalo sadarbibu. Probléma, kas prasa talaku un detalizeétaku
pétijumu, — kamdel institucionala sadarbiba nenotiek pietickama Itment, lai var€tu runat par butisku teritorijas attistibas
tempu atkariba no lokalo un nacionalo institiiciju sadarbibas Iimena
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Introduction

The regulatory framework and policy documents are a very significant factor contributing to
the sustainable development of a regional economy. This is a legal framework for dealing with
particular regional economic problems, which ensures that institutions make (or hinder) successful
cooperation at the international, national and regional levels. At the regional and national levels, the
regulatory framework sets the “rules of the game” for various governmental and nongovernmental
institutions, prescribing the terms and conditions to be met by the institutions; it has to be a stable
legal mechanism that allows the institutions involved not only to perform their functions but also to
contribute to development and growth. The incorporation of the cooperation aspect in the legal
framework enhances the competitiveness of the regions as well. A well-structured legal framework
forms an institutional environment, thereby ensuring not only stability but also opportunities for
development and sustainable growth. The role of the legal framework in regional development has
been little researched in Latvia, yet the institutional cooperation aspect as an instrument of
economic growth has to be researched. An essential part of the researches focused on enhancing the
local government system of Latvia (A. Stucka, 2012).

Latvian scientists have internationally researched the effectiveness of the United Nations
Organisation in maintaining international peace and security with the aim of identifying whether the
earlier UN activities could be considered effective (G. Reire, 2010). In relation to Latvia, it was
researched whether cooperation, establishing business clusters in an industry, considerably
contributes to the development of the industry (K. Steinbergs, 2017). It was also researched whether
changes in policies on the public sector should be made to enhance the institutional environment in
Latvia, including the regulatory framework and policy documents (A. Vitola, 2016). The aspects of
the regulatory framework have been researched by Kristine Jaunzeme through analysing the
institutional system of local governments, focusing on the matters related to municipal institutional
system models, administration and the status of municipality executive director (K. Jaunzeme,
2009).

The Ministry of Environmental Protection and Regional Development has designed a
territorial reform, the purpose of which is to reduce the number of municipalities, amalgamating
them into more sustainable and economically viable divisions that could autonomously perform
their functions (in accordance with Section 15 of the Law on Local Governments). It is important to
understand whether the amalgamation of municipalities, establishing 35 municipalities around the
centres of development, is associated with their current inability to cooperate with one another.
Second, since it is essential to examine the effects of both the current administrative and territorial

division and the planned one on the economic development of a region, which could be a separate
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research investigation, the present paper focuses on cooperation and the relevant legal framework

and an analysis and assessment of institutional cooperation.

The paper gives insight into cooperation among institutions, which is stipulated by the
relevant legal framework, in accordance with the classification of legal documents: 1) international
legal documents (international treaties binding upon Latvia, customary international law, general
principles of international law); 2) external legal documents (the Constitution, laws, Cabinet
regulations, regulations binding upon local governments, international treaties, principal treaties of
the European Union etc.); 3) internal legal documents (issued to prescribe the functions of an
institution or a subordinate institution, e.g. municipal instructions, recommendations, statutes, etc.).
Discussion

After examining the United Nations Organisation, international law professor I. Ziemele has
pointed out that it is one of the international organisations whose strength lies in making and
introducing international norms and standards, e.g. incorporating them in the UN Charter or
designing and concluding hundreds of international agreements as well as drawing up various
recommendatory documents (I. Ziemele, 2005). The objectives of the United Nations Organisation
that are defined in the UN Charter, which is also the Constitution of the organisation and a
multilateral treaty of nations, are as follows:

1) maintaining international peace and security and taking effective collective measures to
prevent and avoid threats to peace, aggression acts and other peace violations and deal with and
solve international disputes and situations, which could lead to the disruption of peace, by
peaceful means in accordance with the principles of justice and international law;

2) establishing friendly relations among nations based on respect for the principle of equality and
self-determination of nations, as well as other appropriate measures to strengthen universal
peace;

3) implementing cooperation to solve international problems of an economic, social, cultural or
humanitarian character and contributing to the respect of human rights and basic freedoms
regardless of race, gender, language or religion;

4) being a centre for harmonizing the actions of nations in achieving the objectives.

Accordingly, one could conclude that all the four objectives of the UN refer to cooperation:
joint action to achieve common objectives (maintenance of peace and security, friendly relations
among nations, cooperation to solve economic, social, cultural or humanitarian problems),
establishment and development of friendly relations based on particular principles (equality and
self-determination of nations) as well as the UN has to be a centre for harmonizing the actions of
nations. In her doctoral dissertation Role of the United Nations Organisation in Maintaining

International Peace and Security, researcher Gunda Reire has pointed out that cooperation among
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institutions is effective within not only the UN but also NATO and the EU if it occurs within a
common political framework and involves common personnel and a common planning mechanism
(G. Reire, 2010). The UN employ sanctions, peace keeping missions as well as international
military operations as the key instruments for peace and security (to resolve conflicts).

The institutions that provide cooperation for growth and development within the UN are the
UN General Assembly and the Economic and Social Council. The General Assembly as the key UN
decision-making institution is represented by 192 member countries. Each member country,
regardless of the size of it, has one vote. The number of member countries (192) is sufficient to
represent the common opinion of the world countries and work on achieving the above-mentioned
common objectives. There is one more organisation whose membership nears the number of UN
member countries — the International Organisation for Standardisation with 164 members.

The UN Department of Economic and Social Affairs, in accordance with the UN Charter, is
one of the basic institutions of the UN, the purpose of which is to coordinate international economic
and social cooperation and development, find solutions to international economic, social and health-
related problems, promote cooperation in the field of culture and education as well as contribute to
the universal observance of human rights and basic freedoms.

The European Charter of Local Self-Government, adopted by the Council of Europe on 15
October 1985, could be referred to as one of the international documents being important for
research on cooperation for regional development in the regions of Latvia. As pointed out by
Latvian Academy of Sciences academician Edvins Vanags, the European Charter of Local Self-
Government could be considered the most important document of international law for local
governments (E. Vanags, 2000). The charter is important in relation to the paper, as it regulates the
formal structure of regional institutions as well as entitles local authorities to unite in order to
cooperate and form consortia with other local governments within the framework of the law with
the aim of carrying out tasks of common interest, as well as the local authorities have the right to
associate with their counterparts in other countries under the conditions as may be provided for by
the law (The European Charter of Local Self-Government, signed in 1985). For example, Jurmala —
a city under state jurisdiction — has concluded cooperation agreements with Pietarsaari in Finland,
in France, Terracina in Italy, Gavle and Eskilstuna in Sweden and other cooperation cities or towns
in Estonia, Lithuania and other countries (Jurmala City International Cooperation).

Since Latvia is one of the 28 Member States of the EU (at the moment of writing the paper the
UK was an EU Member State), there are binding primary legal documents of the EU — the Founding
Treaties and basic general principles — and secondary legal documents — regulations, directives,

decisions, etc.
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Establishing the European Economic Community in 1958, foundations were laid for closer
economic cooperation among six countries: Belgium, France, Italy, Luxembourg, the Netherlands
and Germany. In 1993, the European Economic Community was transformed into the European
Union; for this reason, two founding treaties are binding: the Treaty of the European Economic
Community (signed in 1957) and the Treaty of the European Union (signed in 1992).

The preamble of the Treaty of the European Economic Community declared that the principle
of cooperation has to be introduced to contribute to economic and social development in the
Member States, eliminating barriers dividing Europe, making joint efforts aimed at enhancing the
living and working conditions of people, coordinating actions in order to ensure balanced growth
and trade and fair competition, deepening economic integration and ensuring harmonised
development and reducing disparities among various regions. At the moment of establishment, the
European Economic Community declared solidarity with the United Nations Organisation (Treaty
of the European Economic Community).

In accordance with the Treaty of the European Union, the Member States made commitments
to establish more enhanced cooperation than it was prescribed by the Treaty of the European
Economic Community, implementing consolidation policies among the nations and introducing the
free movement of individuals (free flow of labour).

The European Union, just like the United Nations Organisation, has a single organisational
structure, which is stipulated by the Treaty of the European Union; it ensures the successive and
persistent functioning of the EU, which allows the EU to achieve its goals. Article 3 of the Treaty
stipulates that the Council of Europe and the European Commission have to cooperate to ensure
succession in economic and other policies.

An analysis of the legal acts conducive to the institutional environment reveals that the Treaty
of the European Union has special Chapter VII — Provisions on Enhanced Cooperation intended for
the Member States that have decided to establish enhanced cooperation.

Accordingly, one can conclude that in the legal frameworks of both the European Union and
the United Nations Organisation — in primary law — the principle of cooperation among countries
and among institutions represents an important cornerstone, a basic principle of the functioning of
the European Union, which was one of the key purposes of foundation of the European Economic
Community.

The authors analysed interinstitutional cooperation in the national legal framework pertaining
to economic development in the regions of Latvia (the Constitution, laws, Cabinet regulations,
binding local government regulations) and policy documents (long-term conceptual document
Growth Model for Latvia: People First; the Sustainable Development Strategy of Latvia and the
National Development Plan of Latvia).
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In relation to the legal acts conducive to regional institutional cooperation, the State
Administration Structure Law is important; its purpose is to ensure democratic, lawful, effective,
open and publicly accessible state administration, which is achieved through prescribing the
institutional system and operational framework for state administration. Section 6 of the State
Administration Structure Law stipulates that state administration is organised in a single
hierarchical system, and no institution or administrative official may remain outside this system.
The law prescribes the principle of subordination, supervision and control — a higher-level
institution or official may perform the mentioned actions over lower-level institutions or officials.
In accordance with Section 1 of the law, an institution is an authority which acts on behalf of a
public person and whose competence in state administration is specified by a regulatory enactment.
Since the research problem of the paper is cooperation, the analysis of the State Administration
Structure Law has revealed that, first, the law prescribes that a state administration official has to
cooperate with another state administration official; second, Chapter VII of the law (Sections 54—
61) stipulates interinstitutional cooperation: institutions have to cooperate in order to perform their
functions and tasks, and the institutions may refuse cooperation (in accordance with Section 56)
only in case it is not possible for some real, lawful reasons or another institution could be involved
in the cooperation, thereby allowing consuming fewer resources. If institutions belong to different
departments, they may conclude interdepartmental agreements.

A further analysis of the legal framework regulating cooperation among governmental
institutions reveals that the Law on Local Governments covers a very essential scope of matters —
local governments are located throughout the country, they are closer to their citizens and deal with
a series of essential problems that directly affect the daily life quality of the citizens (public utilities:
water supply and sewage disposal, heating and waste management; placemaking; education and
cultural activities as well as, of course, local economic growth, which is important for
municipalities). In accordance with the State Administration Structure Law, local administration
represents indirect administration. The Law on Local Governments stipulates the general provisions
and economic basis for the activities of the local governments of Latvia, the competence of local
governments, the rights and responsibilities of city or municipality councils and their institutions, as
well as of the chairpersons of city or municipality councils, the relations of local governments with
the Cabinet and ministries, as well as the general provisions for relations among local governments
(Law on Local Governments, 1994).

As pointed out by researcher K. Jaunzeme, the central administration of a municipality (e.g. in
Jurmala it is the Jurmala City Council, and often there is a confusion over whether it is a decision-
making body or an executive body) is one of the local government institutions that acts on behalf of

the municipality (K. Jaunzeme, 2009). This institution has its own statute, i.e. Jurmala, a city under
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state jurisdiction, has adopted the Jurmala City Government Statute that stipulates that, in
accordance with the law, Jurmala performs autonomous functions (mentioned above) on behalf of
Jurmala residents. The residents of Jurmala City are represented by the elected Jurmala City
Council that makes decisions as a legal entity, and which is important for the present research on
institutional cooperation, determines the institutional structure of the local government, decides on
its autonomous functions, the implementation of voluntary initiatives (e.g. in the case of the
government of Jurmala City, it pertains to advisory councils, including the Business Advisory
Council whose purpose is to foster economic activities in Jurmala City and maintain effective
dialogues between the government of Jurmala City and local businesspersons and entrepreneurs)
and the procedure of how to perform the public administrative functions and tasks delegated to the
local government, draws up, approves and implements the municipality budget as well as is directly
responsible for the legal activities of local government institutions and proper use of funding
(Jurmala City Government Statute, 2010). The authors have made an exception and sought to find
the role of “cooperation” referred to in the Jurmala City Government Statute, as it directly pertains
to the research problem — legal acts conducive to regional institutional cooperation — and Jurmala is
one of the largest cities in Latvia. Unfortunately, the only reference to cooperation made in the
statute could be found in relation to a commission established by the local government — the
Jurmala City Civil Protection Commission. In respect to the institutions of the local government,
the statute mainly referred to the following ideas: to manage, perform, call a meeting and supervise;
competence.

To make a comparison, the authors used the Ventspils City Government Statute. The statute
establishes a special job position — first vice-chairperson for cooperation —, which is an important
fact showing cooperation is of great importance for the local government. The Ventspils City
Government Statute prescribes cooperation not only for the first vice-chairperson but also for the
executive director.

It is necessary to do an in-depth examination of statutes of local governments of Latvia to
understand whether the Jurmala City Government Statute represents an exception or regularity in
relation to cooperation in the particular municipality and the regions of Latvia.

A legal act that is very important and directly affects regional, including economic,
development and institutional cooperation is the Regional Development Law. The purpose of this
Law is to promote and ensure balanced and sustainable development of the State, taking into
account special features and opportunities of the entire State territory and of separate parts thereof,
to reduce the unfavourable differences among them, as well as to preserve and develop the features
characteristic of the natural and cultural environment of each territory and the development

potential thereof (Regional Development Law, 2002). The law stipulates that regional development
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involves productive changes in the social and economic situation in the entire territory of the State
or separate parts thereof, while regional policy — guidelines and purposeful activity of the
government in promoting regional development by co-ordinating sectoral development in
conformity with the development priorities of separate parts of the State territory and by providing
direct support for development of separate parts of the State territory. The Regional Development
Law, in particular , defines/specifies the partnership principle, which involves cooperation among
national administrative institutions, international institutions, planning regions, local governments,
associations, foundations and businesspersons.

The following planning regions have been established as an instrument for implementing
regional policies: Kurzeme planning region, Riga planning region, Vidzeme planning region,
Zemgale planning region, Zemgale planning region and Latgale planning region. Unlike the
statistical regions, which are six in number, the planning regions are five.

Let us examine one of them — the formal administrative structure of Latgale planning region —
because in accordance with the law, the administrative structure and operational principles of all the
planning regions are the same. Possibly, the difference lies in the way how each planning region
manages to perform the tasks assigned, yet this is not the aim of the present paper.

Latgale planning region is a derived public person, established in accordance with the
Regional Development Law and is supervised by the Ministry of Environmental Protection and
Regional Development (Latgale Planning Region Statute, 2007). The region was established in
2006 with the aim of contributing to regional development planning, coordination, cooperation with
other institutions; it is regulated also by the Territorial Planning Law and other legal acts being in
force. Latgale planning region is comprised of 19 rural municipalities (Aglona, Baltinava, Balvi,
Cibla, Dagda, Daugavpils, llukste, Karsava, Kraslava, Livani, Ludza, Preili, Rezekne, Riebini,
Rugaji, Varkava, Vilaka, Vilani and Zilupe) and two cities under state jurisdiction (Daugavpils and
Rezekne). The total area of the region is 14 547 km? (or 22.52% of the total area of Latvia). The

administrative structure of Latgale planning region, in accordance with the Statute, is as follows:

Administrative structure of Latgale planning region

General meeting
(consists of the chairpersons of local governments)

Council
(re-elected by the general meeting, consists of 21 members nominated
by the local governments)

Chairperson and vice-chairperson of the Council

Administration
(executive body of the planning region)

Source: authors’ construction based on the Statute of Latgale planning region
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In accordance with the Statute, the administration of Latgale planning region performs the
following functions: 1) drawing up policy documents (territorial plans, development programmes,
etc.); 2) harmonisation of the policy documents at the regional and national levels; 3) cooperation
among the municipalities of Latgale as well as national institutions with regard to regional
development matters; 4) defence of interests of Latgale planning region at the national level; 5)
planning of regional and local public transport routes.

Accordingly, one can conclude that in accordance with the national legislation, particularly
the administrations of the planning regions (as derived public persons) are the institutions that draw
up policy documents for the regions of Latvia, implement the policies and are responsible for
cooperation among municipalities as well as achieving positive changes in the socioeconomic
situation in the regions and the country as a whole.

The Spatial Development Planning Law, adopted in 2011 by the Saeima, is not less important
for contributing to cooperation. The purpose of the law is to ensure such spatial development
planning that would raise the quality of the living environment, ensure sustainable, effective and
rational use of territories and other resources, as well as targeted and balanced development of the
economy. The law prescribes that in spatial development planning, the following principles have to
be complied with: 1) sustainability, 2) succession, 3) equal opportunities, 4) continuity,
5) transparency, 6) integrated approach, 7) diversity and 8) coherence. The principles of spatial
development planning allow concluding that the principles mainly focus on cooperation, e.g. the
integrated approach principle, which ensures that economic, cultural, social and environmental
aspects are harmonised and industry interests are coordinated as well as development priorities are
harmonised at all the levels of spatial planning, and cooperation is implemented purposefully,
determining the environmental impacts.

Conclusion

1) The analysis of the legal framework, policy documents and scientific literature revealed that the
principle of cooperation has been incorporated in the international, national and regional legal
frameworks.

2) Institutions for cooperation have been established at all levels in line with the legal
frameworks.

3) The scientific literature analysis revealed that institutions are not sufficiently open for
cooperation; instead, the institutions mainly make isolationistic policies that hinder the
development of the regions in a long-term.

4) Regional institutional cooperation could be promoted through enhancing the legal framework —

the legislation has to be complemented by mechanisms stimulating institutional cooperation.
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Abstract

The degree of economic differentiation of the countries around the world and in the EU
Key words: economic differentiation, state of economic differentiation, countries around the world and the EU
countries, coefficient of variation, comparative analysis
On the basis of the structural operationalization of the research subject — countries’ economic differentiation, the author
explained that each type of countries’ differentiation (economic, social, cultural, political, linguistic, ethnic, etc.) is
characterized by following structural elements: degree, nature, direction, pace, and territorial level. Within the
framework of the article, the author outlines the degree of economic differentiation (methodologically accurate — the
state of differentiation) of the countries around the world and in the EU, as one of the structural elements of the process
of economic differentiation, and carries out a comparative analysis using coefficients of variation. In the result of
empirical analysis, it was determined how big the degree of the state of economic differentiation is between the
countries around the world and in the EU as compared with the degrees of the state of differentiation of other types.
Having analyzed sub-indexes of the Historical Index of Human Development (HIHD), the author received an
unexpected result — the state of economic differentiation of the countries around the world is not (and from 1870 until
2015 never was) the type of differentiation according to which countries differ the most. Quite the opposite, the state of
economic differentiation of the countries around the world is most vividly expressed in comparison with their state of
differentiation in terms of population’s health and education. In order to confirm the outcomes of the analysis carried
out applying HIHD indicators, the author conducted a comparative analysis of various types of differentiation of the
countries around the world and in the EU using the data of the United Nations Development Programme (UNDP) and
The World Bank. The outcomes of the research showed that the state of economic differentiation both in the EU and in
the world manifestly exceeds other types of differentiation, for example differentiation in population’s health and
education, and this trend has been stable during the last 18 years.

Kopsavilkums

Pasaules un ES valstu ekonomiskas diferencétibas pakape
Atslegvardi: ekonomiska diferenciacija, ekonomiska diferencétiba, pasaules un ES valstis, variacijas koeficients,
salidzinosa analize
Pamatojoties uz pétijuma prickSmeta — valstu ekonomiskas diferenciacijas — strukturalo operacionalizaciju, autores
noskaidroja, ka katram valstu diferenciacijas (ekonomiskas, socialas, kultiiras, politiskas, lingvistiskas, etniskas utt.)
veidam ir raksturigi §adi strukturdlie elementi: pakape, raksturs, virziens, temps un teritorialais limenis. ST raksta
ietvaros autore veic pasaules un ES valstu ekonomiskas diferenciacijas (metodologiski korekti—diferencétibas) pakapes
ka viena no ekonomiskas diferenciacijas procesa strukturalajiem elementiem, salidzinoSo analizi, izmantojot variacijas
koeficientu (anglu valoda: coefficients of variation). Empiriskas izpétes rezultata tika noskaidrots, cik liela ir
pasaules un ES valstuekonomiskas diferencétibas pakape salidzinajuma ar citu diferenc@tibas veidu pakapém.
Analiz€jot vesturiska Tautas attistibas indeksa (VTAI) apakSindeksu, autores ieguva negaiditu rezultatu — pasaules
valstu ekonomiska diferencétiba nav (un kops 1870. gada lidz pat 2015. gadam nekad nav bijis) tas diferencétibas veids,
p&c kura pasaules valstis atSkiras visvairak. Gluzi otradi — pasaules valstu ekonomiska diferencétiba ir visvajak izteikta
salidzinajuma ar to diferencétibu p&ciedzivotaju izglitibas un veselibas. Lai parliecinatos par analizes rezultatiem, kas
tika veikts ar VTALI raditajiem, autore veica arT pasaules valstu un ES dazadu diferencétibas veidu salidzinoso analizi,
izmantojot Apvienoto naciju organizacijas Attistibas programmas (ANOAP) un Pasaules bankas datus. Sis analizes
rezultati paradija, ka gan pasaules valstu, gan ES valstu ekonomiska diferencétiba vairakkart parsniedz citus
diferencétibas veidus, pieméram diferencétibu pec iedzivotaju izglitibas un veselibas, un $1 tendence ir noturiga vismaz
pedgjo 18 gadu garuma.

Introduction
Almost all modern researchers who work in the sphere of spatial economics address the issue
of economic differentiation between certain countries and regions according to the pace and scale of

their economic development, the standard of living, and many other indicators. Consolidation of the

experience and summarizing outcomes of the research intocountries’ and regions’ differentiation is
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quite a challenging task, as there is a large number of publications on this topic, and the research
delves into various aspects of differentiation of regions, such as its reasons and factors (Koxosa
2004; Rice, Venables 2004a, 2004b; Cochrane, Perrella 2012), its indicators (Granberg et al. 1998;
Granberg 1999; European Trade Union Institute 2011; Kvicalova et al. 2014), its structure (Kovacs
2004; Beramendi 2007), its patterns (Frias et al. 1998; Kim 2008; Kuttor 2009; OECD 2011;
Lavrinovica u.c. 2012; Komarova et al. 2018; Komaposa u np. 2018), its consequences (Kim 2008;
Glinskiy et al. 2017), as well as it refers to various levels of territorial division — from
municipalities (Schmidt, Denisenko 2009; Voroshilov 2013) to whole countries (Turnock 2001,
Komarova et al. 2018; Komaposa u ap. 2018).

The author’s methodological scope within this research is that countries’ economic
differentiation is an absolutely normal process that is based on natural differences in the conditions
of capital application and living conditions. But the task of researchers and practitioners who work
in the sphere of territorial development is to assess the degree of differentiation and control over it
so that too strong differentiation of countries does not hinder socio-economic development of both
countries and a world as a whole. Researchers all over the world note the ambiguity of
consequences of countries’ differentiation stating that from the standpoint of economic
effectiveness, spatial inequality may be beneficial or harmful (Kim 2008), disruptive (Schwab
2017). On the one hand, socio-economic differentiation within a world gives impetus to the
development of poorer countries, promotes sustainability of more successful countries, but on the
other hand, the stimulating effect of territorial differentiation of socio-economic development takes
place only up to a certain level (Glinskiy et al. 2017).

In order to more completely and comprehensively understand the research subject — the
economic differentiation of countries — the author has carried out its structural operationalization,
i.e. has identified structural elements of the differentiation process. The methodological approach to
distinguishing between the differentiation process and its result — the state of differentiation used by
the author is similar to the one of distinguishing between the development process and its result —
the state of development that was proved and applied in J. Lonska’s Doctoral Thesis “Assessment
of Territorial State of Development in Latvian Regions” (Lonska 2014).

Carrying out structural operationalization of the research subject, it is necessary to keep in
mind that economic differentiation is just one type of countries’ differentiation alongside with other
types (social, cultural, political, linguistic, ethnic, etc.). Each of these types of countries’
differentiation is characterized by the following structural elements that allow us to

comprehensively study and describe a particular type of countries’ differentiation:
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e degree of the state of differentiation is a static element in the structure of the process of
countries’ differentiation that indicates how strongly countries around the world or a part of the
world (for example, the European Union) are differentiated according to the studied indicator;

e nature of the state of differentiation is also a static element in the structure of the process of
countries’ differentiation that shows if the dispersion of the state of countries’ differentiation
corresponds to normal distribution according to the studied indicator, i.e. the Gauss curve;

e direction of the process of differentiation is a dynamic element in the structure of the process of
countries’ differentiation that indicates which direction — an increase or a decrease in the degree
of the state of differentiation — the process of countries’ differentiation takes place;

e pace of the process of differentiation is also a dynamic element in the structure of the process
of countries’ differentiation that shows the rate at which the degree of countries’ state of
differentiation increases or decreases;

e territorial level of the state of differentiation shows at what territorial level — between different
countries or within one country — the process of differentiation mainly takes place.

Taking into consideration that economic differentiation is just one type of countries’
differentiation alongside with other types, the following research problem is defined: there is no
clear evidence about the degree of the state of economic differentiation of the countries around the
world and in the EU in comparison with the degrees of the state of differentiation of other types,
and this bothers policy which is dealing with management of spatial inequalities.

On the basis of the carried out structural operationalization of the research subject — countries’
economic differentiation, the author conducted a comparative analysis of the degrees of economic
differentiation (methodologically accurate and hereafter — state of differentiation) in the countries
around the world and in the EU applying the coefficient of variation. In the result of empirical
analysis, it was determined how big the degree of the state of economic differentiation of the
countries around the world and in the EU is, as compared with the degrees of the state of
differentiation of other types.

Discussion

The author applied (Mahbub ul Hag 1990) the components of Human Development Index
(HDI) i.e. sub-indexes that measure a country’s achievements in terms of health (health dimension),
education (education dimension), and actual income (income dimension) of its citizens (UNDP
2019a)as empirical indicators that allow measuring and comparing various types of the state of
differentiation of the countries around the world and in the EU. The three sub-indexes are
standardised in the form of numeric values from 0 to 1 whose geometric mean represents the total

TAI indicator in the range from 0 to 1.
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The author uses the database of the Historical Index of Human Development (HIHD)
indicators which was developed by the Spanish Professor of Economic History L. Prados de la
Escosura (Prados de la Escosura 2015), as a source for empirical data for measuring and comparing
different types of the state of countries’ differentiation. This database is valuable because it
provides a historically comparable data on sub-indexes of the HDI from 1870 to 2015 for the
countries around the world.

In turn, the author uses the coefficients of variation as a methodical tool for the analysis and
comparison of different types of the state of differentiation between the countries around the world
and the European Union. The coefficient of variation characterizes c-convergence, i.e. “spatial
convergence” (Sala-i-Martin 1996) between countries around the world in terms of the HIHD and
its sub-indexes — income, education, and health. The coefficients of variation have been obtained by
the ratio of the standard deviation to the mean of the sample (Marques, Soukiazis 1998).

The following Figure shows the results that allow us to compare the degree of various types —
income, education, and health — of the state of differentiation of the countries around the world
which is measured using the coefficients of variation of the HIHD sub-index during the period of

150 years (see Fig. 1).

1,800 s The state of differentiation of the countries around the world in terms of income

The state of differentiation of the countries around the world in terms of education
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Source: calculated and developed by the author based onPrados de la Escosura 2015.

Note: the number of countries in the sample increased from 104 in 1870 to 164 in 2015, but only 96 countries have been
selected for the analysis, as there are data for all time points of the period under study.

Fig. 1. Degree of the state of differentiation of the countries around the world
based on the Historical Index of Human Development (HIHD) and its sub-indexes — income,
education, and health, coefficient of variation, n = 96 countries, 1870-2015
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It was quite unexpected for the author to determine that economic differentiation is not (it
never was during the 150-year study period) the type of differentiation according to which countries
around the world differ the most. Quite the opposite, the state of economic differentiation of the
countries around the world is the weakest one in comparison with their state of differentiation in
terms of population’s education and life expectancy. Countries around the world are most
differentiated (and were always differentiated throughout the 150-year study period) in terms of
their population’s education, but not by their population’s income (See Fig. 1).

In order to verify the outcomes of the analysis carried out on the basis of the HIHD indicators
database (Prados de la Escosura 2015), the author also carried out a comparative analysis of
different types of the state of differentiation of the countries around the world and in the EU on the
basis of modern data that characterize population’s income, education and health for the period of
the last 18 years, i.e. since 2000% (see Tables 1 and 2).

Table 1. Degree of the state of differentiation of the countries around the world in terms of
income, education, and life expectancy, coefficient of variation, n = 132 countries, 2000-2017

Degree of countries’ state of differentiation in terms of:
Year Gross national income (GNI) per Mean years of Expected years Life expectancy
capita (2011 PPP $) schooling of schooling at birth
2000 1.075 0.451 0.306 0.158
2001 1.064 0.445 0.300 0.158
2002 1.053 0.440 0.292 0.156
2003 1.047 0.437 0.289 0.154
2004 1.037 0.434 0.274 0.151
2005 1.023 0.429 0.267 0.148
2006 1.013 0.424 0.256 0.144
2007 0.993 0.419 0.250 0.139
2008 0.980 0.414 0.242 0.135
2009 0.967 0.408 0.236 0.130
2010 0.966 0.401 0.232 0.126
2011 0.958 0.394 0.228 0.123
2012 0.950 0.386 0.224 0.119
2013 0.945 0.379 0.225 0.116
2014 0.935 0.374 0.224 0.114
2015 0.934 0.370 0.228 0.111
2016 0.927 0.366 0.225 0.109
2017 0.923 0.363 0.223 0.108

Source: calculated and developed by the author based on theWorld Bank 2019a, 2019b; GlobalDatal.ab 2013-2019.

%2 The author managed to find the complete data on population’s income, years in education, and life expectancy in 132
countries around the world, from 2000 to 2017 (World Bank 2019a, 2019b; GlobalDatalLab 2013-2019).
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Table 2. Degree of the state of differentiation of the EU countries in terms of income,
education, and life expectancy, coefficient of variation, n = 26 countries, 2000-2017

Degree of countries’ state of differentiation in terms of:

Year Gross national income (GNI) per Mean years of Expected years of | Life expectancy
capita (2011 PPP $) schooling schooling at birth
2000 0.447 0.124 0.112 0.043
2001 0.428 0.124 0.109 0.042
2002 0.412 0.127 0.101 0.042
2003 0.397 0.129 0.096 0.041
2004 0.390 0.131 0.078 0.041
2005 0.371 0.124 0.077 0.041
2006 0.365 0.122 0.075 0.041
2007 0.348 0.117 0.071 0.040
2008 0.323 0.116 0.069 0.040
2009 0.319 0.113 0.068 0.039
2010 0.325 0.110 0.066 0.038
2011 0.319 0.107 0.075 0.037
2012 0.312 0.102 0.078 0.036
2013 0.305 0.099 0.078 0.036
2014 0.295 0.097 0.081 0.036
2015 0.303 0.092 0.084 0.035
2016 0.298 0.090 0.085 0.036
2017 0.285 0.090 0.085 0.035

Source: calculated and developed by the author based on theWorld Bank 2019a, 2019b; GlobalDatal.ab 2013-2019.

Note: the sample of the EU countries included the countries that were the EU members in 2017 (except Luxembourg
and Cyprus, for which there were not complete data in the sources).

From the data presented in Tables 1 and 2 it can be seen that the state of economic

differentiation of both countries around the world and in the EU still several times exceeds other

types of countries’ state of differentiation, in particular, countries’ state of differentiation in terms of

education and health. This trend has been stable for at least last 18 years (see also Fig. 2 and 3).%

2 The author believes that this is a very serious contradiction (for the topic of this research it is a fundamental one) that
does not allow her to use the Historical Index of Human Development (HIHD) database for the period 1870-2015
(Prados de la Escosura 2015) for the comparative analysis of the degree of countries’ state of differentiation.
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M The state of differentiation of the countries around the world in terms of income
The state of differentiation of the countries around the world in terms of mean years of schooling
1 The state of differentiation of the countries around the world in terms of expected years of schooling

B The state of differentiation of the countries around the world in terms of life expectancy
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Source: developed by the author based on data from Table 1.

Fig. 2. Degree of the state of differentiation of the countries around the world in terms of
income, education, and life expectancy, coefficient of variation, n = 132countries, 2000-2017

M The state of differentiation of the EU countries in terms of income
The state of differentiation of the EU countries in terms of mean years of schooling
1 The state of differentiation of the EU countries in terms of expected years of schooling

M The state of differentiation of the EU countries in terms of life expectancy
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Source: developed by the author based on the date from Table 2.

Fig. 3. Degree of the state of differentiation of the EU countries in terms of income, education,
and life expectancy, coefficient of variation, n = 26 countries, 2000-2017

Figure 4 is a visual representation of the comparison of the degree of the state of economic

differentiation of the countries around the world and in the EU for the period 2000— 2017. It clearly

shows that the state of economic differentiation of European countries is much weaker than the state

of economic differentiation of the countries around the world, despite the fact that when compared
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within the EU, the state of economic differentiation as well as of the countries around the world

dominates in comparison with other types of the state of differentiation (see Fig. 2 and 3).

=== The state of economic differentiation of countries around the world, n = 167 countries

==j==The state of economic differentiation of the EU countries, n(N) = 28 countries
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Source: calculated and developed by the author based on theWorldBank 2019a, 2019b.
Notes: 1) the sample of the EU countries includes the countries that were the EU members in 2017; 2) the name of the
analyzed indicator in the data source:Gross national income (GNI) per capita, PPP (current international $).

Fig 4. Comparison of the degree of the state of economic differentiation of the countries
around the world and in the EU, coefficient of variation, 2000-2017
Conclusions

The analysis of the degree of the state of economic differentiation of the countries around the
world and in the EU in comparison with other types of differentiation using the coefficient of
variation allowed the author to determine that the state of economic differentiation of the countries
both around the world and in the EU manifestly exceeds other types of differentiation, in particular,
in terms of people’s education and health; and this trend has been stable for at least the last 18
years, starting from 2000. Moreover, the state of economic differentiation of European countries is
much weaker than the state of economic differentiation of the countries around the world, despite
the fact that, when compared within the EU, the state of countries’ economic differentiation in the
EU as well as in the world, dominates over other types of differentiation.

Unfortunately, the author did not manage to show it in the historical perspective of 150 years,
as the Historical Index of Human Development (HIHD) database for the period 1870-2015 which
the author based her analysis on within the framework of this article, proved its inconsistency for
the purposes of comparative analysis of the degree of the state of differentiation of the countries

around the world. Therefore, the author had to omit using it for the further empirical analysis.
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Abstract

Circular economy: directions of development in European Union countries
Key words: circular economy, business models, digitalisation, economy “3R”, resources recovery, sharing platforms,
product life extension
The essence, preconditions, main directions and manifestations of the circular economy is analysed, the experience of
countries and leading international corporations in mastering new business models in a circular economy (resources
recovery, sharing platforms, product life extension, etc.) is studied in the article.
The main precondition for the circular economy formation is the digitalisation, which has a multidirectional impact on
the economy. First, it opens up new opportunities for the global problems solving, but at the same time it is
accompanied by an escalation of global problems caused by an increase in consumption of resources and energy, in
electronic waste generation and a reduction in employment. Second, it contributes to the transition to a non-linear
economic model, which allows creating a closed-type economic model.
It is justified that the development of the circular economy has various forms of manifestation, its development involves
a comprehensive restructuring of legislation, the introduction of new technologies and new business models, causes
external and internal, positive and negative effects. Each country has national peculiarities of the transition to a circular
economy concept, various priority directions of its implementation. It is shown that the leaders in mastering the model
of circular economy and closed supply chain are the European Union countries, they identify the main directions of the
circular economy development.

Introduction

The globalisation of the world economy, along with positive consequences, has led to an
escalation of global problems (lack of resources, environmental pollution, etc.). Some possibilities
for the solution of these problems arise in the conditions of digitalisation, which has a
multidirectional impact on the economy. First, it opens up new opportunities for the global
problems solving. But at the same time it is accompanied by an escalation of global problems
caused by an increase in consumption of resources and energy, in electronic waste generation and a
reduction in employment. Second, it contributes to the transition to a non-linear economic model,
which allows optimising the production process, creating a closed-type economic model.

The circular economy is an economic model that through the use of ICT is aimed at restoring,
conserving and renewing of resources, at controlling of the process of waste generation, their
reduction and reuse, at increasing in employment. It is an economy that has a restorative and closed
nature. The circular model leads to the development of the economy “3R” (reduce, reuse and
recycle), involving the optimisation of the production process, repeated or joint use of the product
and waste recycling. The basis of the circular economy is formed by closed supply chains, its
formation should lead to the realisation of the zero waste principle. Its implementation in practice
has led to the emergence of new business models.

Circular economy is a multidimensional phenomenon. In this regard the article focuses on the

following aspects: essence of the circular economy, forms of manifestation, directions of
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development, EU countries experience, effectiveness. So, the purpose of the article is to reveal the
essence, preconditions, main directions and manifestations of the circular economy, to study the
experience of countries and leading international corporations in mastering new business models in
a circular economy.

The information basis of the study was the statistical data, analytical reviews and reports of
international economic organisations (UNCTAD, WTO), Eurostat, studies of individual scientists.
General scientific methods (analysis and synthesis, induction and deduction, logical-historical
method, scientific abstraction), systematic approach, economic-statistical methods were used in the
research.

Discussion

According to the United Nations data (“The Global E-Waste Monitor 2017: Quantities, Flows
and Resources”) in 2016 about 44.7 million tons of mobile phones, computers, TVs and other
consumer electronics were thrown out in the world. This weight is equal to 4.5 thousand Eiffel
towers. At the same time, only 20% of all electronic waste was recycled. And there are precious
metals in this waste (gold, silver, copper, platinum and others). It is estimated that in 2016 the cost
of the discarded precious materials that could be reused was 55 billion USA dollars. In the
European Union (EU) 12.3 million tons of electronics are thrown away every year. It’s 16.6 kg of e-
waste per capita (in Norway — 28.5 kg) (UN 2017). In general, according to Eurostat data, the
situation in the EU is as follows: 1) in 2016 the average amount of municipal solid waste per capita
was equal to 482; the leaders are Denmark, Norway, Germany; 2) the level of recycling municipal
solid waste — 45.8%, the leader is Germany — 66.1% (Hervey 2018).

One of the innovative approaches that allow determining effective ways to solve global
problems using digital technologies is the circular economy. At the 46th International Economic
Forum in Davos (2016) it was determined that circular economy is the basis of the “Fourth
Industrial Revolution”. By 2025 the circular economy will annually provide an increase in global
economic income of over 1 trillion USA dollars, an annual productivity increase of 3%, a global
domestic product increase of 7% (MacArthur et al. 2014).

The concept of circular economy combines approaches from various scientific schools
(performance economy, industrial ecology, regenerative design, etc.). In scientific literature a
number of definitions are used. At the beginning of 2018 there were more than 114 definitions of
circular economy, made by various scientific schools, specified in legislative acts of various
countries, introduced into practice by international organisations (Kirchherr et al. 2017). Among
them: the circular economy, the economy of a closed cycle (cyclic economy; closed-loop economy;

closed supply chains). The most commonly the following definitions are used.
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The circular economy is an economic model that through the use of ICT is aimed at restoring,
conserving and renewing of resources, at controlling of the waste generation process, their
reduction and reuse, at increasing in employment. The circular economy is an economy that has a
restorative and closed nature (MacArthur et al. 2013).

The circular economy implementation requires the change of the economic model. During the
20 century there was a linear model based on the principle “take, make, waste”. This involves
providing raw materials, organisation of production, waste disposal. The digitalisation contributes
to the transition to a non-linear economic model, that allows optimising the production process,
creating a closed-type economic model. The non-linear model is a circular economic model based
on the principle “take, make, reuse”. It involves providing raw materials, organisation of
production, reuse of waste in the form of raw materials (Dedicoat 2016).

In this way the circular model leads to the development of the economy “3R” (reduce, reuse
and recycle), involving the optimisation of the production process, repeated or joint use of the
product and waste recycling (Dedicoat 2016). The basis of the circular economy is formed by
closed supply chains, its formation should lead to the realisation of the zero waste principle.

The development of a circular economy has various forms of manifestation: 1) integration of
enterprises, sometimes from various industries, into a closed production chain; 2) waste recycling;
3) reuse of goods; 4) export/import of secondary raw materials to be processed by companies in
different countries.

Its implementation in practice has led to the emergence of new business models. The
classification of innovative business models of the circular economy was developed by experts from
Accenture (Accenture 2014). Of interest is the experience of countries and international
corporations in mastering new business models in a circular economy. Among them:

1) circular suppliers — a business model in which limited resources are replaced with fully
renewable sources (fully recyclable or biodegradable resources) (Renault, Ford Motor
Company, IKEA, etc.);

2) resources recovery — a business model consisting in recovery and reuse of resources, ensuring
the reduction of waste and use of return flows in the production;

3) sharing platforms — a business model that is built on the exchange or sharing of goods and
assets, providing interaction between product users. It led to changes in consumer relations
between themselves (C2C) (BlaBlaCar, RelayRides, Airbnb, Rent-a-Park, NeighborGoods) and
also changes in business and consumer relations (B2C) (3DHubs platform, Tool Library);

4) product life extension — a business model that allows companies extending the products life

cycle by repairing, upgrading, renovating or restoring, including product refurbishment and/or
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component remanufacturing, waste/products recycling (SR-Harvesting, Swappie, BMA
Ergonomics);
5) product as a service — a model in which customers use products by “leasing”.

The use of the circular economy business models allows reducing material, energy and
environmental costs, integrating enterprises into a closed production chain. In this regard in the
developed countries new requirements are imposed on imported goods: products must meet the
criteria of circularity, including reusability, extended service life, minimal waste, etc.

The most suitable for the circular economy creation are mechanical engineering, automobile,
pharmaceutical, aviation and aerospace industries, production of chemical and medical equipment,
home appliances and electronics, etc. At the same time, according to experts of UPS and GreenBiz,
it is assumed that the high-tech sector is the most promising in adopting a circular economic model.
First of all, in electronics, computers and mobile phones production, since in these industries it is
the most easy to integrate the systems of recycling and of products reuse.

The leaders in mastering the model of circular economy and closed supply chain are the EU
countries, they identify the main directions of the circular economy development. In the EU
countries, the circular economy is considered as a priority in economic development, a mechanism
to maintain independence from the primary resources suppliers and to ensure economic security. In
addition, each country has national characteristics of this concept implementation.

Among the directions of a circular economy formation it is possible to single out the
following: creation of legislation; providing state financial support, identifying incentives;
investment in research and development and innovative projects; transition from a linear to a
circular business model; introduction of digital innovative technologies; integration of enterprises,
including from various industries, into a closed supply chain.

Finland was the first country in the world to develop a national roadmap for the transition to a
circular economy. Scotland was the first country to join the Circular Economy 100 (CE100) club,
initiated by the Ellen MacArthur Foundation. Germany, Great Britain and France occupy leading
positions in the circular economy development (for example, taking into account such indicators as
amount of investment, patents and jobs in the circular sectors of the economy). In the Circular
economy ranking—2018, Germany ranks first in the number of patents related to circular economy
(1260). The United Kingdom and Germany are the leaders in “circular” investment.

Conclusions

Thus, one of the innovative approaches that allow determining effective ways to solve global
problems using digital technologies is the circular economy that has a restorative and closed nature.
The circular economy has various forms of manifestation: integration of enterprises into a closed

production chain; waste recycling; reuse of goods; export/import of secondary raw materials to be
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processed by companies in different countries. The development of the circular economy causes
different external and internal, positive and negative effects. Of particular importance is the
formation of environmental effects, due to the reduction in the waste amount, reduction of
environmental pollution.

In the EU countries the circular economy is considered as a priority in economic
development, a tool to increase the industry competitiveness, a mechanism to maintain
independence from the primary resources suppliers and to ensure economic security. Each country
has national peculiarities of the transition to a circular economy concept, various priority directions
of its implementation. Its development involves a comprehensive restructuring of legislation, the

introduction of new technologies and new business models.
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Abstract

The concept and model of digital economy: the example of European Union countries
Key words: digital economy, digital economy indicators, European Union countries, factor analysis, digital economy model
The aim of the article is to define the concept of the digital economy and to develop a digital economy model on the
example of European Union countries.
The spread of the digital economy is based on the Internet. The rapid development of the Internet transformed both
environment of the business and society itself. Digitalization has transformed several industries — trade, marketing, etc.
Due to this transformation, the digital economy is defined in different ways, from different points of view.
The concept of a digital economy is ambiguously interpreted, with several superficial definitions appearing in several
literature sources. The digital economy is also called the internet economy, the new economy, the information economy,
the online economy, etc. The literature does not reflect the measurement of the digital economy, that is, the common
digital economy index is not mentioned, so certain indicators are not defined that reflect the digital economy.
The article defines the concept of the digital economy and provides the basis for identifying and summarizing indicators
that characterize the digital economy in EU countries. Based on the set indicators, the model of the digital economy is
being constructed. The design of the digital economy model will be based on the 2018 digital economy indicators in the
EU.

Kopsavilkums

Digitalas ekonomikas jeédziens un tas modelis: Eiropas Savienibas valstu piemers
Atslegvardi: digitala ekonomika, digitalas ekonomikas indikatori, Eiropas Savienibas valstis, faktoranalize, digitalas
ekonomikas modelis
Raksta merkis ir definét digitalas ekonomikas jédzienu un izstradat digitalas ekonomikas modeli uz Eiropas Savienibas
valstu pieméra.
Digitalas ekonomikas izplatiSanas notiek, balstoties uz internetu. Interneta strauja attistiba parveidoja gan
uznéméejdarbibas vidi, gan sabiedribu. Digitalizacija ir transform&jusi vairakus nozares — tirdznieciba, marketings u.c.
Sakara ar $o transformaciju digitala ekonomika tick definéta dazados veidos, no dazadiem skatu punktiem.
Digitalas ekonomikas jédziens tiek traktéts neviennozimigi, proti, vairakos literatliras avotos paradas vairakas
virspus&jas definicijas. Digitala ekonomika tiek saukts arT par interneta ekonomiku, jauno ekonomiku, informacijas
ekonomiku, tieSsaistes ekonomiku u.c. Tapat literattira maz tiek minéts un analizeta digitalas ekonomikas mériSana,
respektivi, vienots digitalas ekonomikas indekss netiek mingts, tad&jadi arT noteikti raditaji netiek definéti, kas
atspogulo digitalo ekonomiku.
Raksta ietvaros tiek definéts digitalas ekonomikas jeédziens un uz ta pamata tiek noteikti un apkopoti raditaji, kas raksturo
digitalo ekonomiku ES wvalstis. Balstoties uz noteiktajiem raditajiem, tiek konstruéts digitalas ekonomikas modelis.
Digitalas ekonomikas modela konstrugSanas pamata tiks izmantoti 2018. gada digitalas ekonomikas raditaji ES valstis.

Pesrome

Konuenuusi 1 Mmozesib AUTMTANbHON IKOHOMMKHU: puMep cTtpadH EBponeiickoro Caio3za
Knrwouesvle cnosa: oucumanvhas dKOHOMUKA, NOKA3AMenU OUSUMAIbHOU dKOHOMUKY, cmpanbl Eeponeiickozo Coiosa,
axmopuwlil ananus, Mooeib OUSUMATbHOU IKOHOMUKU
[enpro CTaThbU SIBISCTCS OMPEICICHUC KOHIICTIUM JIUTHUTATHHON SKOHOMHKU M pa3paboTKa MOJCTH IUTUTATHHON
SKOHOMUKU Ha npumepe crpaH EBponelickoro Coro3a.
Pacnpoctpanenue QurutanbHOM 3KOHOMUKHM OCHOBAHO Ha MHTEpHETE. bricTpoe pa3BUTHE MHTEpPHETa U3MEHUJIO Kak
MPEeINPUHUMATENBCKYIO Cpeny, Tak W oOmecTBo. JurntampHas KOHOMHKaA IMpeoOpa3oBajia HECKONBKO OTpaciied —
TOPTOBIIIO, MAPKETHHT U T. A. M3-3a 3TOro mpeoOpazoBaHMs AWTHTANBbHAS SKOHOMHUKA OMpEIeINseTcs MO-pPasHOMY, C
Pa3HBIX TOYEK 3PCHUS.
[lonsiTHEe TUTUTAIEHOW YKOHOMHKH TPAKTYETCSl HEOJHO3HAYHO, ¥ B HECKOJBKUX JINTEPATYPHBIX HCTOUHUKAX MOSBHIIOCH
HECKOJIBKO IIOBEPXHOCTHBIX OIpeaeIeHIH. JIuruTaipHas SKOHOMIKA TaK)Ke Ha3bIBACTCS WHTEPHET-IKOHOMHUKOM, HOBOH
SKOHOMUKOU, HH(POPMAIIMOHHON YKOHOMHKOH, OHJIAH-?)KOHOMHKOH U T. JI. AHAJIOTHYHBIM 00pa3oM, B JTUTEpaType HE
YIOMHUHACTCA W HEC aHAJIU3UPYETCA HU3MEPCHUEC JII/IFPITEU'H)HOIZ 9KOHOMHKH, TO €CTh EJII/IHblﬁ HUHJICKC ﬂHFHTaﬂbHOﬁ
OKOHOMHMKH HE YIIOMHUHACTCS, TO3TOMY HE ONPEACIICHBI ITOKA3aTC/IN, OTpaKaromue JTUrunTaJibHyt0 SKOHOMUKY.
B cratbe Jac€TCA ONpEACIICHUC KOHICIIUN JII/IFPITEU'I])HOﬁ OKOHOMHUKH W NPEAOCTABJIACTCA OCHOBA IJIsA BBIABJICHUA U
0000IIIeHUs TTOKa3aTeNeH, XapaKTepH3YIONINX TUTUTAIBFHYI0 3KOHOMHKY B cTpaHax EC. Ha ocHOBe ycTaHOBICHHBIX
MoKa3areyeil CTPOUTCS MOJAENb JUTHTAIBHOM HKOHOMHUKM. JM3allH MOJENM AWTUTAIbONM SKOHOMHMKM OCHOBAaH Ha
noKazaTelsIX TUruTansHou sxkoHoMuku 2018 roga B EC.
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The theoretical — methodological aspects of research

In general, the functioning of the digital economy is based on the Internet, while the internet
infrastructure consists of equipment that maintains the internet. The key players in the digital
economy are individuals and organizations that use the Internet to do the economic actions or
performance of digital economy. The software includes software platforms, applications, social
networks, cloud computing, etc. (Peitz, Waldfogel 2012: 3) In the context of the digital economy,
staff are described as people or employees who maintain and use the Internet and, ultimately,
organizations that are engaged in the development and operation of the digital economy.

Since the boom of the digital economy, literature has brought to light a number of concepts
related to the digital economy, as well as several definitions of the digital economy. The borders of
the digital economy are so vague that its definition is also ambiguous. This paper discusses concepts
related to the digital economy, defines the definition of the digital economy, and constructs the
digital economy model based on the available digital economy data.

Several scientific articles reflect attempts to define the digital economy, but definitions are
usually based on the reference to Don Tapscott’s 1995 definition, namely that the digital economy
IS an economic transaction that is carried out via the Internet and carried out by economic agents
such as natural persons and organizations. Based on Don Tapscott’s definition, the digital economy
is also called the web economy and the internet economy. Considering that the digital economy
defined by the author Tapscott was formulated in the last century, it should be noted that the
essence, structure and concept of the digital economy has changed and evolved since then, so it is
necessary to review and supplement this definition. A number of scientists have made the definition
and reformulation of the digital economy. (Tapscott 1995)

In the scientific paper “Digital Economy, Entrepreneurship and the Concept of Open
Innovation”, author Petkovsky, Mirchevsky and Angelova define the digital economy as an Internet
economy, a web-based economy based on digital network technology: The Internet, a computer and
software. Digital Networking and Communication Infrastructure provides a global platform where
individuals and businesses interact, collaborate and provide information flow. (Petkovska et al.
2017) This definition includes attributes such as the Internet, a computer, and software that support
the functioning and development of the digital economy. Likewise, actors in the digital economy,
individuals and businesses, appear in this definition.

In the scientific paper “The New Digital Economy Productivity Paradox”, author Bart van
Ark defines the digital economy as a mobile technology and unrestricted access to the Internet and
its connection to storing, analyzing and developing new applications in cloud computing. Analyzing
the above definition of the digital economy, it should be concluded that new terms appear in this

definition, namely mobile technologies, internet connection, information, cloud storage.
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In the report of the International Monetary Fund, the digital economy is defined by three

dimensions, namely the environment (how?), The product (which?) And the actors (who?). (IMF

2018) Under these dimensions, the elements that are summarized in Table 1 are precisely defined.

Table 1. The Structure of Digital Economy

The author/-s of
scientific article,
issue year

The elements of
digital economy
infrastructure

The key
persons/actors of
digital economy

Economic
actions/performance

The product of
digital economy

Dom Tapscott, 1995

Internet network,
Internet

Individuals and
organizations

The implementation
and transportation of
digital economy
transactions

Petkovska, Software, internet, Enterprises, Communication, Information
Mirchevska un computer individuals cooperation and
Angelova, 2017 provision of
information flow
Bart van Ark, 2018 Mobile technology - Storage and analysis | Information
internet connection, of information,
the storage of cloud development of new
computing applications
IMF report, 2018 Digital ordering via | Organizations, - Information,

digital platform,
digital platform,
digital delivery

households,
governments, non-
profit organizations

services and goods

Source: made by author based on the analyzed literature

Summarizing the definitions of the digital economy in scientific articles, the structure of the

digital economy is defined. The digital economy consists:

e The elements of infrastructure,

e Key persons/actors,

e Products,

e Economic actions/performances.
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Kgy person\s/

et o

The products of
digital economy

Economic
actions/performances.

The infrastructure of digital
economy

Picture 1. The pyramid of digital economy structure/concept (made by the author)

Consequently, the definition of the digital economy is formulated. The digital economy is an
economic sector in which economic activities are implemented — exchange of information,
services and goods, transportation, storage, analysis based on digital technologies: internet,
computer (hardware), software (software) and (brainware) companies, individuals,
households and government (public authorities). With the development of the digital economy, a
number of terms, concepts and digital forms have emerged in the digital economy.

Big data is an information technology that encompasses a set of methods, tools and
approaches for processing large-scale structured and unstructured, fast-growing, diverse data sets.
(Su 2012)

Cloud computing is a service model in which data is maintained, managed and backed up
remotely and accessible to users on a network (usually the Internet). Cloud computing involves the
transfer of services, calculations or data at low cost for business purposes. By providing data in the
cloud, it can be accessed more easily and everywhere, often at a much lower cost, increasing its
value, making it possible to improve a common platform, integration and analysis. (Kulkarni et al.
2012)

In order to construct the digital economy model, it is necessary to have indicators of the
digital economy that reflect the structure of the digital economy and are in line with the definition
of the digital economy. The latest 2018 indicators of the digital economy from the Eurostat database
were taken as the basis for the selection of the following indicators of the digital economy. (see the
table No. 2)
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Table 2. Indicators of digital economy in 2018 (%0)

The indicator of

Key persons/

Economic

No. L Unit of measure Infrastructure - Product
digital economy actors performance action
The use of internet by %, out of all Government, Internet Cooperation, Information,
individuals individuals from 16 | individuals, communication, service
1. | corresponding to the to 74 years old information
public authorities processing,
transactions etc.
The use of computer, %, out of all Individuals Software, Information Information,
notebook, smartphones, | individuals from 16 internet, processing services, goods
2. | tablets and other to 74 years old computer,
portable devices by mobile
individuals at work technology
Online purchases of %, out of all Individuals Internet, digital | Online purchasing Goods, service
3. | individuals in the last individuals from 16 devices,
12 months to 74 years old computer
Ordering goods or %, out of all Individuals Internet, digital | Goods and services Goods, services
4, services of individuals individuals from 16 devices, ordering
via the Internet to 74 years old computer
Use the cloud storage %, out of all Individuals Cloud Information storage Information
5. | by individuals to store individuals from 16 computing
different files to 74 years old storage
Use of laptop, %, out of all Individuals Mobile Information Information
notebook, tablet by individuals from 16 technology, processing
6. | individuals to accessto | to 74 years old internet
the Internet outside of
work or home
Share of companies %, out of all Enterprises Infrastructure Economic activities The products of
employing ICT enterprises except of digital according to the to digital economy
7 specialists finance sector (10 economy, the performance according to the
' employees or depending on specifics of performance
more) performance of | enterprise specifics of
enterprise enterprise
Share of companies %, out of all Enterprises Hardware, Information Information
sending e-invoices enterprises except internet, transactions,
8. | suitable for automated finance sector (10 computer information
processing employees or processing
more)
The share of enterprises | %, out of all Enterprises Cloud Information Information
that buy cloud enterprises except computing, processing
9. | computing services that | finance sector (10 internet
operate through the employees or
Internet more)
Share of enterprises that | %, out of all Enterprises Internet, digital | Information Information
buy e-mail services enterprises except devices, processing
10. finance sector (10 computer
employees or
more)
The share of enterprises | %, out of all Enterprises Hardware, Information Information
that buy office software | enterprises except computer processing
11. finance sector (10
employees or
more)
The share of enterprises | %, out of all Enterprises Hardware, Information Information
that buy financial and enterprises except computer processing
12. | accounting software and | finance sector (10
applications employees or
more)
The share of enterprises | %, out of all Enterprises Internet Information Information
that analyze big data enterprises except processing
13. | from any data source finance sector (10

employees or
more)
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Continuation of Table 2

No. The_ indicator of Unit of measure Key persons/ Infrastructure Economic . Product
digital economy actors performance action
The share of enterprises | %, out of all Enterprises Internet, Information Information
that analyze big data enterprises except applications processing
14. | from social media finance sector (10
employees or
more)
Share of enterprises %, out of all Enterprises Digital devices, | Development of the Goods, services,
using 3D printing and enterprises except internet, applications, information
15. | robotics finance sector (10 software information
employees or processing
more)
Share of households %, out of all Households Digital devices, | Information Goods, services,
16. | with access to the households computer, processing information
Internet internet
Share of households %, out of all Households Digital devices, | Information Goods, services,
17. | using broadband households computer, processing information
internet internet

Source: made by author, based on Eurostat data in 2018.

Digital economy indicators were selected on the basis of the definition of the digital economy,
and indicators of digital economy in 2018.

Research results

In order to develop the model of digital economy, the indicators were chosen, which
characterizes the environment of digital economy. Based on availability of indicators in 2018 in the
Eurostat data basis, overall were chosen 17 indicators of digital economy.

Based on 17 indicators of digital economy mentioned above, the factor analysis was
conducted in the SPSS Statistics software environment. The main factors were identified, which
determines the development level of digital economy in the European Union countries in 2018.

Developed factor analysis showed that indicators mentioned above made three factors: use of
digital devices by individuals for implementing economic activities (F1), use of internet and
economic

digital devices by enterprises for implementing economic activities (F2),

performance of enterprises in the digital environment (F3).

20—

10—

Fl 2 F3

Picture 2. Share of the dispersion of the development level of the digital economy of
EU countries, explained by 3 main factors, *%o, 2018

* Name of the factor: F1 — use of digital devices and internet by individuals for implementing economic activities, F2 —
use of internet and digital devices by enterprises for implementing economic activities, F3 — economic performance of
enterprises in the digital environment.
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According to the diagram, development level of digital economy in the EU countries more
than half determines use of digital devices and internet by individuals for implementing economic
activities (F1 factor). Below is reflected analyzed indicators, which determine the development

level of the digital economy, by factors.

Table 3. Distribution of indicators determining the level of development of the digital economy
of EU countries by factors, * Factor load values, 2018

No Indicators F1 F2 F3
1. | Online purchases of individuals in the last 12 months 0,913
The use of computer, notebook, smartphones, tablets and other portable
2. - S 0,864
devices by individuals at work
3. | Share of households with access to the Internet 0,857
4. | Ordering goods or services of individuals via the Internet 0,846
5. | The use of internet by individuals corresponding to the public authorities 0,790
6. | Share of households using broadband internet 0,788
Use of laptop, notebook, tablet by individuals to access to the Internet
7. . 0,681
outside of work or home
8. | Use the cloud storage by individuals to store different files 0,579
9. | Share of enterprises that buy e-mail services 0,838
10 The share of enterprises that buy financial and accounting software and 0.806
" | applications ’
11. | Share of companies sending e-invoices suitable for automated processing 0,785
The share of enterprises that buy cloud computing services that operate
12. 0,782
through the Internet
13. | The share of enterprises that buy office software 0,774
14. | The share of enterprises that analyze big data from social media 0,921
15. | The share of enterprises that analyze big data from any data source 0,889
16. | Share of companies employing ICT specialists 0,674
17. | Share of enterprises using 3D printing and robotics 0,517

* Name of the factor: F1 — use of digital devices by individuals for implementing economic activities, F2 — use of
internet and digital devices by enterprises for implementing economic activities, F3 — economic performance of
enterprises in the digital environment.

Source: made by the author, based on the results of factor analysis.

Conclusions

The digital economy is an economic sector in which economic activities are implemented —
exchange of information, services and goods, transportation, storage, analysis based on digital
technologies: internet, computer (hardware), software (software) and (brainware) companies,
individuals, households and government (public authorities). The digital economy can be structured
according to four elements, namely digital economy actors or key persons or users (individuals,
households, enterprises, public authorities/governments), digital economy products (goods, services
and information), economic activities (information processing, storage, etc.). Digital Economy
infrastructure (Internet, hardware, software, application, etc.) given that the concept and definition
of the digital economy have emerged recently, the concept of the digital economy is formulated
differently by adding or changing the terms to the terms associated with the digital economy,

namely: internet economy, web economy, information economy, online economy, etc.
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The Digital Economy Model of the EU Countries Based on Factor Analysis and it
consists ofthree key factors: F1 — use of digital devices by individuals for implementing economic
activities, F2 — use of internet and digital devices by enterprises for implementing economic
activities, F3 — economic performance of enterprises in the digital environment. The first factor
“the use of digital devices by individuals for implementing economic activities” — describes the use
of digital devices of individuals both at work and at home, as well as the use of the Internet for
ordering goods and services and making purchases. The second factor “use of internet and
digital devices by enterprises for implementing economic activities”, is based on the use of
enterprise digital devices for economic activities such as the use of financial software. This
factor also reflects the use of the Internet for business purposes through economic activities.
The third factor “economic performance of enterprises in the digital environment” characterizes
the operation and performance of businesses through information and communication
technologies.

It can be concluded that the model of the digital economy in the countries of the European
Union is based, first of all, on the use of physical and internet devices by individuals for the
implementation of economic activities (64% on the level of development of the digital economy);
9% sets the level of development of the digital economy) and, thirdly, the economic performance of
businesses in the digital environment (down 8% on the level of development of the digital

economy).
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