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ABSTRACT

The spread of generative artificial intelligence (GenAl) has made it clear that simple bans do not work in higher
education, and that students already use these tools in everyday study routines. This article examines how universities
and sector bodies react to GenAl, and argues that the focus is gradually moving from prohibition to competence based,
transparent use. On the basis of key international reports, sector guidelines, and institutional documents, a simple
Policy—Curriculum—Assessment triad is used as the main analytical lens. Policy refers to clear rules on acceptable
GenAl use and on disclosure. Curriculum covers Al literacy as part of programmes for students and staff. Assessment
addresses task design that makes student work visible, and reduces dependence on detectors. Document analysis shows
that many organisations already operate in all three dimensions, although often in a fragmented way. The article
concludes that clear and readable policies, embedded Al literacy, and more authentic forms of assessment need to be
developed together, and that compact support tools such as templates and readiness rubrics can help universities move
toward competence based governance while keeping academic integrity and meaningful learning at the centre.

Keywords: generative Al; academic integrity; Al literacy; assessment redesign; higher education

ANOTACIJA

Generativa maksliga intelekta (generativais MI) strauja izplatiba parada, ka pilnigi aizliegumi augstakaja izglitiba
nedarbojas, un studenti Sos rikus jau izmanto ikdienas studiju praksgé. Raksta analizEtas augstskolu un nozares
organizaciju reakcijas uz generativo MI, un pamatots, ka fokuss pakapeniski pariet no aizliegumiem uz caurskatamu,
kompetencés balstitu izmanto$anu. Par galveno analitisko ietvaru tiek izmantota vienkar$a Policy—Curriculum—
Assessment triade. Policy nozimé skaidrus noteikumus par pielaujamo generativa MI izmanto$anu un tas atklasanu.
Curriculum aptver MI pratibu ka dalu no studiju programmam studentiem un personalam. Assessment attiecas uz
tadiem vertéSanas uzdevumiem, kuros ir redzams studenta ieguldijums, un samazinas atkariba no noteikSanas rikiem.
Dokumentu analize rada, ka daudzas organizacijas jau darbojas visas trijas dimensijas, lai gan biezi vien fragment&ti
[1; 2]. Secinats, ka skaidri un viegli uztverami noteikumi, integréta MI pratiba un autentiskaka vertésana jaattista kopa,
un ka kompaktie atbalsta riki, piem&ram, paraugi un gatavibas rubrikas, var palidz&t augstskolam virzities uz
kompetencgs balstitu parvaldibu, vienlaikus saglabajot akadémisko godigumu un jégpilnu macisanos ka centralas
vertibas [3; 4; 5].

Atslégvardi: generativais MI; akadémiska godigums; MI pratiba; vértéSanas parveide; augstaka izglitiba
INTRODUCTION

Generative artificial intelligence has, within a short time, become part of routine student work
in many universities, and it is already used for drafting, summarising, checking language, and
exploring ideas. Surveys and sector reports indicate that a considerable share of students rely on
GenAl in ways that are not always visible to teaching staff, and that simple bans do not prevent
this use [4]. This creates a gap between official policy and actual practice, and it raises questions
about how higher education should respond.



International organisations now focus less on the question of whether GenAl should be
present in education, and more on how it can be governed in a way that protects human agency,
fairness, and academic integrity [1; 2]. Policy papers stress transparency, protection of personal
data, and clear limits for high-risk applications. At the same time, they encourage universities to
explore how GenAl can support learning when used critically and with appropriate safeguards.

Against this background, the central issue is how higher education can shape GenAl use so
that it supports rather than replaces student learning. This implies a move from prohibition-based
reactions to competence-based governance. Instead of trying to keep GenAl out of the classroom,
institutions need clear rules, visible teaching of Al-related competences, and assessment designs
that still allow teachers to see what students can do by themselves [1; 3].

In this article, the Policy—Curriculum—Assessment triad is used as a compact framework for
understanding this shift. Policy covers institutional and course-level rules on GenAl. Curriculum
refers to Al literacy as part of programmes for students and staff. Assessment covers task design,
evidence of process, and explicit statements on permitted GenAl use. The following sections
outline the theoretical background, describe the method of document analysis, and present key
patterns observed in recent guidance, before moving to a discussion and conclusions [1; 2; 4].

THEORETICAL BACKGROUND: FROM PROHIBITIONS TO COMPETENCIES

Early work on artificial intelligence in education dealt mainly with learning analytics,
predictive models, and tutoring systems, and these tools have already created new forms of data
use and new relations between teachers, students, and platforms [2]. GenAl changes the situation
because it can produce whole texts and other artefacts that are difficult to distinguish from student
work. This challenges traditional ideas about authorship and raises concerns about academic
integrity when assignments are easy to complete through prompting.

A prohibition-based approach treats GenAl largely as a source of misconduct. Universities
issue bans on certain tools, warn about sanctions, and invest in detection technologies. Such
measures can signal that integrity matters, and they may deter some forms of misuse, yet they also
face structural limits. GenAl is freely available, accessible on private devices, and constantly
evolving. Detection systems are imperfect; they can produce false accusations, and they risk
shifting attention away from learning design [4; 5].

Competence-based governance starts from the recognition that students will encounter and
use GenAl both during their studies and in later work. The task of higher education is then to help
them understand what these systems can do, where they fail, and how to use them in a way that
remains transparent and responsible. Al literacy is the key concept here. It combines basic
knowledge of GenAl mechanisms, awareness of bias and error, and hands-on skills for checking,
editing, and integrating Al outputs into one’s own work [1; 3].

Current frameworks argue that Al literacy should not be confined to isolated training
sessions. Instead, they should be embedded in existing subjects, with concrete tasks where students
experiment with GenAl under guidance, and reflect on when and why they choose to use or not to
use it [3]. In business programmes, for example, students might use GenAl to draft alternative
scenarios, then compare them with human-written analyses, and identify where the tool
oversimplifies or overlooks important constraints.

Authentic assessment is the second element of this shift. Rather than relying on tasks that a
generic chatbot can solve, authentic assignments are tied to local data, specific organisational
contexts, or personal experience, and they require students to show their process. Researchers
suggest that such designs are more robust in the presence of GenAl and that they support deeper
learning by forcing students to connect content to their own situations [5]. If tasks include drafts,



logs of prompts, short reflections, and links to learning outcomes, it becomes easier to see what the
student has actually done.

Taken together, competence-based governance does not remove the risks associated with
GenAl, and it does not eliminate the need for clear boundaries. However, it offers a more realistic
way forward in a situation where the technology is already part of the environment. The Policy—
Curriculum—Assessment triad places Al literacy and assessment design alongside formal rules, and
it encourages universities to view GenAl as a question of everyday practice rather than only of
control [1; 2; 5].

RESEARCH AIM AND METHODS

The aim of this article is to analyse how recent guidance on GenAl in higher education
reflects a move from prohibition to competence-based governance, and how far it already
corresponds to the Policy—Curriculum—Assessment triad. Three questions guide the analysis: how
policies define acceptable use and disclosure, how Al literacy is framed as part of the curriculum,
and how assessment is expected to change.

The study uses qualitative document analysis. A focused sample of texts was collected from
international organisations, national authorities, and sector bodies that have formulated influential
guidance on GenAl in education [1; 2; 4]. These include principal statements, policy papers, and
practical toolkits. The sample is complemented by several institutional frameworks and guides on
Al literacy and assessment, chosen because they are cited in sector discussions and offer concrete
examples of practice [3; 5].

A simple codebook was constructed around the three elements of the triad. Passages dealing
with rules, responsibilities, and declarations were coded as Policy. References to Al literacy
learning outcomes, teaching activities, or staff development were coded as Curriculum. Statements
about assessment tasks, permitted use sections, and evidence of process were coded as Assessment.
Additional codes captured mentions of support measures, such as templates and repositories.

After coding, the documents were compared to identify recurring patterns and differences
across organisations. Particular attention was paid to whether policy, curriculum, and assessment
were presented as connected issues or treated separately. To make the findings more usable for
institutions, a compact readiness rubric was developed. For each element of the triad, it
distinguishes between absence, partial presence, and established practice, and it includes short
descriptions that universities can adapt for self-evaluation [1; 4].

The method has limits. It covers only written texts in English, and it does not show how
guidance is implemented in specific classrooms. It also reflects a snapshot of a fast-moving field.
However, for a bachelor-level study that aims to map an emerging governance model rather than
to measure outcomes, document analysis offers a transparent and replicable approach [1; 2].

RESULTS: THE POLICY-CURRICULUM-ASSESSMENT TRIAD IN PRACTICE

Across the sample, three common tendencies appear. Organisations seek to clarify GenAl
rules, they recognise Al literacy as a competence, and they recommend changes in assessment that
take the presence of GenAl into account [1; 2; 4]. At the same time, the degree of detail and the
balance between these elements differ.

In the policy field, many documents now provide definitions of GenAl, examples of
acceptable and unacceptable uses, and model statements for course syllabi. They recommend that
students declare significant Al assistance and that institutions should protect privacy when prompts
and outputs are stored. Policy papers also warn that vague language or sharp differences between
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courses can create confusion, and they encourage programme-level coordination so that students
receive consistent messages [1; 2].

In the curriculum field, Al literacy is framed as a necessity rather than as an optional extra.
Guidance describes learning outcomes related to understanding GenAl capabilities and limits,
recognising typical errors, and assessing the quality of Al-generated content. It suggests short
introductory materials combined with discipline-specific activities, and it stresses that literacy
should be connected to real study tasks, not only to general talks about technology [3]. Several
frameworks link Al literacy to graduate attributes and employability, arguing that the ability to
work with GenAl is becoming relevant for many professions.

Assessment is the third main strand. Documents recommend a move away from standard
essay tasks that can be completed through simple prompting, and toward more authentic
assignments that include local cases, staged work, and reflections on process [4; 5]. They caution
against heavy reliance on detection tools, which can produce errors and undermine trust, and they
propose that clarity about permitted use should be built into assignment briefs. Example tasks
include projects based on local data, case analyses that require personal justification, and portfolios
that combine different artefacts with commentary [5].

Implementation support cuts across all three elements. Sector bodies and universities now
provide policy templates, example assignment briefs, model Al use statements, and frequently
asked questions. These resources are designed to save time for course teams and to reduce variation
between modules [1; 4]. However, the analysis shows that in many cases these materials are still
scattered and that they are not yet integrated into a single, easily accessible toolkit.

The readiness rubric built on the triad summarises these patterns. Institutions with no explicit
GenAl rules, no Al literacy elements, and unchanged assessment receive low scores on all
dimensions. Others have clear central policies but still rely on traditional tasks, or they experiment
with authentic assessment without stable policy language. A smaller group begins to show more
balanced profiles, with coordinated attention to rules, literacy, and assessment design [1; 4; 5].

DISCUSSION

The findings indicate that higher education is gradually moving away from a narrow focus
on banning GenAl, and toward a broader view that combines rules, competences, and assessment.
The Policy—Curriculum-Assessment triad helps to make this pattern visible because it places policy
documents, Al literacy projects, and assessment reform within a single frame.

From a policy perspective, the main challenge is to produce rules that are clear, readable, and
adaptable. Documents that define GenAl in simple terms, give concrete examples, and explain the
purpose of restrictions are more likely to be used in practice than long legalistic texts [1; 2]. If
policies include standard declaration forms and example wording for syllabi, they can also reduce
the burden on individual lecturers, and they can support more consistent communication with
students.

In the curriculum field, the risk is that Al literacy remains a slogan. If GenAl is mentioned
only in strategy documents, while everyday teaching continues unchanged, students will continue
to learn about these tools primarily from peers and social media [3]. Embedding literacy into
existing courses is more effortful, and it requires staff development and sharing of examples.
However, it is also the only way to ensure that students connect Al-related skills to the content and
methods of their own disciplines.

Assessment reform is demanding, and it raises questions about workload and fairness.
Authentic tasks with local data, staged submissions, and process evidence are more robust in an
environment where GenAl is widely available, and they can support deeper learning [5]. At the
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same time, staff need time and support to redesign tasks, and programme teams need coordination
so that students do not face conflicting expectations. The documents studied here suggest that
careful sequencing and sharing of good practice can make this process more manageable [4].

Another important point is the role of student voice. Surveys show that many students use
GenAl to clarify concepts, to overcome language barriers, or to check understanding, and that they
are often unsure whether such uses are acceptable [4]. If universities want students to declare their
use of GenAl, they must create conditions where honest disclosure is compatible with fair
treatment. This means designing tasks where declared use is allowed within defined limits, and
where assessment focuses on how tools are used rather than on a simple yes or no.

Finally, the triad needs to be adapted to different institutional contexts. Large universities
with established teaching centres can develop extensive frameworks and training offers. Smaller
institutions may start with a short policy, a few model tasks, and a basic set of resources, and then
expand over time [1; 3]. The value of the triad lies in its simplicity: it reminds decision makers that
GenAl governance is not just about writing a policy, and not just about changing assessments, but
about connecting rules, competences, and tasks in a coherent way.

CONCLUSIONS

GenAl has exposed the limits of prohibition-based responses in higher education, and it has
made visible the need for approaches that take everyday student practice seriously. The analysis of
recent guidance shows that many organisations already stress clear rules, Al literacy, and
assessment redesign, even if these elements are not yet fully aligned [1; 2; 4; 5].

The Policy—Curriculum—Assessment triad offers a concise way to organise this emerging
agenda. Policy clarifies what kinds of GenAl use are acceptable, and under which conditions.
Curriculum ensures that students and staff understand how GenAl works, where it fails, and how
to use it critically. Assessment focuses on tasks and criteria that keep the student contribution
visible, and that reduce dependence on detection technologies.

For universities, the triad can serve as a practical tool for reflection and planning. A readiness
rubric based on the three elements helps identify strengths and gaps, and it can support decisions
about where to start and how to sequence reforms. Small steps, such as adding permitted use
sections to assignment briefs, integrating short Al literacy activities into existing modules, and
collecting examples of redesigned tasks, can contribute to a more coherent approach.

Further research could combine document analysis with case studies of programmes that
apply the triad in different contexts, and it could explore how students and teachers experience new
policies and assignments in practice. Even at the current stage, the documents reviewed here
indicate that competence-based, transparent governance of GenAl is more realistic than blanket
bans, and that it is better aligned with the educational mission of higher education [1; 3; 5].
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ABSTRACT

The paper analyzes modern approaches to designing a knowledge base for a mobile application that supports
healthy nutrition. Production, ontological and hybrid models are compared, highlighting their advantages for
personalization of dietary recommendations. A conceptual architecture of an intelligent knowledge base is proposed,
enabling adaptive suggestions and real-time monitoring of users’ eating behavior.
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INTRODUCTION

The problem of healthy nutrition occupies an important place in the modern public healthcare
system. According to the World Health Organization, an unbalanced diet is one of the main causes
of obesity, cardiovascular diseases, and metabolic disorders [1]. In the context of digitalization,
mobile applications designed to analyze dietary intake and control energy balance are becoming
increasingly popular.

Despite the widespread use of such software products, most of them operate on the basis of
simple databases that do not provide intelligent information processing and deep personalization
of recommendations. As a rule, such applications are limited to calorie counting and the issuance
of static standards for nutrient consumption without taking into account individual user needs.

One of the promising directions for the development of such systems is the introduction of a
full-fledged knowledge base, which represents a structured set of facts, rules, and relationships
between objects of the nutrition domain. The use of intelligent knowledge representation models
makes it possible to implement mechanisms of logical inference, adaptation of recommendations,
and decision support [2].

The purpose of this work is to study existing models for building knowledge bases and to
develop a conceptual structure of a knowledge base for a mobile application for healthy nutrition
control.

MAIN THEORETICAL PROVISIONS
Production Models

The production model is one of the most common ways of representing knowledge in expert
systems. It is based on the use of rules of the following type:

IF (condition) THEN (conclusion).

In the context of nutrition, such rules allow for the formalization of dietary recommendations.
For example:

e If a user leads a sedentary lifestyle and consumes more than 2800 kcal per day, it is
necessary to recommend reducing dietary caloric intake.
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o If protein deficiency is detected, it is recommended to include meat or plant protein
products in the menu.

The advantages of production models are visibility, simplicity of implementation, and high
interpretability of inference logic. However, as the number of rules increases, system maintenance
becomes more complex, and logical conflicts between rules may occur [3].

ONTOLOGICAL MODELS

The ontological approach implies the creation of a formal description of the structure of the
nutrition domain in the form of a set of concepts, properties, and relationships between them. The
ontology may include classes such as “Food Product,” ‘“Nutrient,” “User,” “Disease,” “Diet

Regimen,” as well as relationships such as “contains,” “recommended for,” “restricted for,” and
others.
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The main advantages of ontologies include:

o the ability to represent complex semantic relationships;
o extensibility and scalability of models;
o support for logical inference and semantic search.

The use of the ontological approach ensures a transition from simple indicator counting to
the analysis of cause-and-effect relationships between diet and the user's health status [2].

HYBRID MODELS

The hybrid model combines the ontological structure of knowledge with production rules of
logical inference. Ontology defines the semantic foundation of the subject area, while rules
implement dynamic processing of user data and the generation of recommendations.

Such integration makes it possible to achieve:

o system flexibility;
e in-depth analysis of user profiles;
e automatic adaptation of dietary recommendations.

Today, the hybrid approach is considered the most promising for application in mobile
medical and nutritional apps.

KNOWLEDGE BASE ARCHITECTURE OF THE MOBILE APPLICATION

The proposed conceptual structure of the knowledge base includes the following main
modules:

1. Data collection module.
Registers anthropometric parameters of the user, level of activity, dietary history, and
current health condition.

2. Ontological core.
Contains a formalized model of the nutrition domain, including food products, nutrients,
daily norms, and medical restrictions.
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3. Logical inference mechanism.
Based on production rules, it analyzes user data and generates conclusions about the
compliance of the diet with nutritional standards [3].
4. Personalization module.
Implements adaptation of recommendations to the individual parameters of the user.
5. Feedback system.
Takes into account the user’s response to recommendations and gradually adjusts the
rules for diet selection.

RESEARCH RESULTS

The conducted analysis showed that the use of a hybrid knowledge base makes it possible to
achieve the following results:

e more accurate determination of users’ energy and nutrient needs;

o formation of personalized recommendations considering eating habits;

e increased user motivation to adhere to a healthy diet;

o dynamic adjustment of recommendations based on nutrition and activity history.

Expert assessment of model effectiveness showed that hybrid systems exceed traditional
databases in accuracy of recommendations by 25-30% [2].

CONCLUSION

The paper considered the main models for building knowledge bases for mobile applications
aimed at nutrition control. The most effective approach was recognized as the hybrid one,
combining ontological structures and production rules. Its application enables intelligent decision
support, providing a high degree of personalization and adaptation of recommendations to user
needs.

Promising directions for further research include the integration of machine learning methods
and analysis of large volumes of user data to improve prediction accuracy and recommendation
algorithms.
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ABSTRACT

International relations is a scientific discipline, as well as a practice concerning mutual relations between states,
international organizations, transnational corporations and other actors operating in the international arena. It examines
both political, economic, social and cultural processes that transcend national borders.

The genesis of modern international relations is often dated to the post-conference period after the end of World
War I, when the League of Nations was established in 1919, the first international organization to ensure peace and
international cooperation. The introduction of the principles of state sovereignty, equality, non-interference in internal
affairs, as well as a new understanding of security and international cooperation have become the basis for the
development of modern international relations. However, the roots of international relations are much older and can
be traced through the evolutions of diplomacy and international trade relations, cupbearers from ancient civilizations
such as Greece, Rome or China, which traded with each other, made alliances and contracts. Nowadays, international
relations include not only relations between states, but also the influence of international organizations, corporations,
terrorist groups, and civil societies. Globalization, the technological revolution and climate change make it an ever-
evolving field that requires an interdisciplinary approach.

The essence of international relations lies in the study and analysis of complex relationships between various
actors operating on the global arena, which shape the political, economic, social and cultural order of the world.

In the second part my papers | would like to desribe the essence of international business.

International business means multidisciplinary activity carried out over national borders. Due to the increasing
globalization of the economy and the integration of international business must integrate many areas of knowledge
into one, so that to take effective action in a multi-level environment (regional,national, international and global. Areas
of knowledge that make up the subjectinternational business are: international management, international finance,
international trade, international and global marketing. Within the framework of the above-mentioned areas of
knowledge, the benefits of international exchange, the structure of trade in international policy, economic
protectionism, balance sheet issues,exchange rate determinants, international coordination issueseconomic policy and
the international capital market5. For the purposes of in international transactions, companies use different operational
structures, taking into account in the analysis of the impact of the cultural context.

This difference is evident in business practices, managers' decisions, currency issues and the legal environment
imposed by the governments of other countries. Effective operation in an international environment requires managers
to make optimal decisions about their business strategy, for which they need to coordination and control structures.
Knowledge of tools is also necessary economic policies of the countries hosting the company's branches. States, often
despite the declarations to the contrary, apply restrictions on the freedom to conduct business by foreign entities, so it
is important to have experience in creating a strategy adaptation measures. because business activity is geared towards
maximizing profit, it is the responsibility of managers to select payment tools so that they areminimize exchange rate
risk and ensure access to sources of financing.This environment distinguishes international business, and its in-depth
knowledge It allows for active business activity, thanks to which the business entity obtains financial profit as an entity

on the international arena.
Keywords: International relations, International Management, International Business, Globalization

1. International Foreign Relations

Attempts to analyse international relations are fraught with the error of irrationality
andsubjectivity, which makes it impossible to find the decisive factor which gives these relations
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a predictable character!. The subjects of these relations are countries, more precisely their
cooperation and rivalry. The regulation of these two activities is difficult because there is really no
instance standing above the states, and those institutions that have taken the trouble of establishing
rules and keeping order are based on the rules defined by the countries they supervise. The main
institution international is the state (a form of political organization of society), and the vastness of
its sphere of influence is determined by its power, expressed in its ability to creating and solving
international issues. This capacity is expressed in most often in the form of various forms of
negotiations. The complexity of the relationship international studies testify to the diversity and
multitude of theoretical currents.

The first group emphasizes rivalry and conflict. There are such doctrines, realism and
neorealism. The goal of the state is to maintain and expand its sphere of influence.

For this, power is necessary, understood through its material factors, and especially Military.
International law and its institutions are treated objectively. Central the role of the state presented
in this doctrine does not always reflect its true importance and opportunities in the international
space.

A broader cognitive base presents neorealism. The pursuit of the national interest is no longer
based solely on the concept of power and conflict, but allows for greater complexity of international
processes in economic, cultural and political dimensions. This doctrine puts a greater emphasis on
decision-making processes and the need for communication and cooperation foravoiding conflicts.

The second group of doctrines are those that emphasize cooperation and interdependence.

An example here is the idea of federalism, which goes beyond the concept of sovereignty
state, which is the main cause of international conflicts. Ideas federalist countries set the goal higher
than the ways of its realization in an effort to limit the sovereignty of the state and fragmentation
of power? Federalist concepts present two the main trends concerning the organization of state
formations. The first process-based historical, presenting respect for traditional cultural
differences. Second consisting in ideological uniformity losing ethnological diversity. In federalist
doctrine, in recent years, the concept of multilateral shaping international relations — global
governance. This concept disavows the importance of state governments in favour of private and
public actors, whose contribution to shaping the international order is noticeably increasing, to
which is due to the rapid development of information technologies. Another example is that
sociological concepts, such as functionalism, which explores the relationships and functions of
different social groups whose goal is to achieve balance. Community is treated as a network of
mutual relations, and researchers are trying to discover deeper essence of it.

Intensification of trade in the spheres of trade, information, intellectual or has been
particularly visible since the mid-twentieth century. The shape of this exchange and interstate
relations were mainly determined by the East-West axis. He was drawing there is a clear
antagonism between the countries of the socialist camp, which are under the control of the influence
of the USSR and capitalist countries, among which the leader of the the United States of America
was a candidate. The second axis shaping the domain to this day international relations is the North-
South axis. However, there is no clear division into two competing blocks. The north is made up
of developed countries, e.9.G7 countries, strengthening mutual economic cooperation. To the
country group The south includes countries after decolonization and decommunization, poor and
developing countries.

1'S. Sur, International Relations, DIALOG Academic Publishing House, Warsaw 2014, p. 17.
2 Ibidem, p. 63.
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They are characterized by high cultural heterogeneity and include Third World countries,
non-aligned countries and developing countries. Economic relations are one of the dimensions of
international relations. Nowadays, we are observing the integration of national economies into one
international economic organism?®. This process is called globalization.

2. International Management

Operating in an international environment with great development potential with enormous
complexity and competitiveness requires the staff to managerial skills and flexibility. Managerial
skills in management of international entities are related to the planning processes, organisation,
leadership and control transferred across national borders.

This internationalization is related to working in a multicultural environment, and

two approaches. The first approach involves trying to understand requirements and
adaptation to them. The second, on the other hand, is an attempt to rationalize existing conditions
with the creation of universal patterns of behavior. Creating and Implementation of the strategy in
multinational companies requires consideration of several problems. They are linked to specific
access to resources and the need for building different organizational structures, openness to the
environment complexity of management processes and the maintenance of specific relations
between host countries and corporations.

The main problem of international management is to move at the interface of different
cultures. People and entities in international business are embedded in different social cultures, i.e.
they use different conceptual catalogues and definition, which has a high potential for conflict.
Differences are also visible in culture economic environment, its participants have different
knowledge of the socio-economic environment, and present different business ethics. Culture of
the organizations participating in the exchange economic sector, i.e. its perception of the
environment and resources also has a significant impact on the how processes and relationships
within the organization are used. Management at the intersection of cultures.

It requires conflict management skills, which are inevitable in such an environment.
This task is facilitated by the predictability of cultural factors, which is much higher than for

political factors. Strategies adopted to solve these types of problems present three
approaches:

- ignoring cultural differences,
- minimizing their importance,

- conscious use of the aforementioned differencesll. Effective cooperation in the
international field requires high-level managers to competences and intercultural management
skills. The success of the company in it depends to a large extent on the quality of the staff, and
their selection is conditioned by many Factors. These include:

- the ability to work in a multicultural team,
- dealing with communication barriers,
- the place of origin of the staff determining the shape of the recruitment process,

% International Economic Relations,E. Oziewicz, T. Michatowski, (eds.), PWE, Warsaw 2023, p. 38.
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- mobility of staff and their families and acclimatization skills,
- continuous improvement through the exchange of experiences and education.

In international corporations, there are four groups of specialists with leadership potential.
At the top are the Chief Executive Officers and the General Directors coordinating the work of
lower levels, responsible for the transformation of the chosen strategies into real actions. The
second group consists of managers of strategic units. On their shoulders to coordinate cross-border
activities and to take key decisions that shape the company. The third group includes heads of
national or regional units. They take care to adapt the offer to the and react quickly to competitors
or threats from governments Host. The last group are functional managers focused on ensuring the
transfer ofand the promotion and search for innovation*.

In international management, there are two types of process organization decision-making:
centralization and decentralization. Centralization means leaving the burden behind decision-
making process at the level of the company's management board. According to its proponents, it
provides better compliance with the goals and policies of the organization, more efficient use of its
resources, more effective in crisis situations and avoiding duplication of efforts. Decentralization,
in turn, relieves the burden on CEOs, giving them more time to preparing strategies, provides the
company's branches with more flexibility and faster greater empowerment of local managers
allows for selecting talents capable of leading the company at a higher level of management.

3. The essence of international business

International business means multidisciplinary activity carried out over national borders. Due
to the increasing globalization of the economy and the integration of international business must
integrate many areas of knowledge into one, so that to take effective action in a multi-level
environment (regional,national, international and global)®. Areas of knowledge that make up the
subject international business are: international management, international finance, international
trade, international and global marketing. Within the framework of the above-mentioned areas of
knowledge, the benefits of international exchange, the structure of trade in international policy,
economic protectionism, balance sheet issues, exchange rate determinants, international
coordination issues economic policy and the international capital market®. For the purposes of in
international transactions, companies use different operational structures, taking into account in the
analysis of the impact of the cultural context.

This difference is evident in business practices, managers' decisions, currency issues and the
legal environment imposed by the governments of other countries. Effective operation in an
international environment requires managers to make optimal decisions about their business
strategy, for which they need to coordination and control structures. Knowledge of tools is also
necessary economic policies of the countries hosting the company's branches. States, often despite
the declarations to the contrary, apply restrictions on the freedom to conduct business by foreign
entities, so it is important to have experience in creating a strategy adaptation measures. Because
business activity is geared towards maximizing profit, it is the responsibility of managers to select
payment tools so that they are minimize exchange rate risk and ensure access to sources of
financing. This environment distinguishes international business, and its in-depth knowledge. It

4 Ibidem, p. 158.

® M.K. Nowakowski (eds.) Biznes Miedzynarodowy — obszary decyzji strategicznych, Wydawnictwo Key Text,
Warszawa 2020, p.13.

6 Ibidem, p. 16.
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allows for active business activity, thanks to which the business entity obtains financial profit as
an entity on the international arena.

The ability to shape this rolling, interaction and action anticipating’. Factors affecting the
well-being of the current company and the markets can be divided into external and internal.
External forces undertaking certain actions necessary to adapt it to the factors (government policy,
economic situation, availability of capital)®. In turn, the control of internal factors is the
responsibility of the company. These include technology, materials, equipment, styles and working
methods. Accordingly, by manipulating, the company can interact with the environment.

Another classification of the environment distinguishes between internal (domestic) and
external (foreign) and international. The domestic environment is well known to managers,
somewhat more difficulties arise from the foreign environment, despite the similar characteristics
to Fr. National. The international environment is a combination of factors occurring in the the
above-mentioned environments, with the addition of cross-border involvement undertaken by the
activities. The instability of the international environment forces the additional analyses and
formulating strategies based not only on the experience of past and extrapolation.

The lack of such a strategy will result in the accumulation of additional difficulties and costs.
The strategies of international actors will focus on adaptation to national or regional conditions in
order to make effective use of the cultural or political differences. Companies operating under the
global strategy will build their competitive advantage on the greater homogeneity of the Products.
Factors determining the progress in the globalization of an economic entity are political, technical,
market, cost and competitiveness changes®. The success of international business depends on an
effective analysis of the competition, establishing structures linking other producers with potential
buyers in the to tailor a strategy that allows for the takeover of distribution channels. Improving
competitiveness can be achieved through actions on resources, areas of activity and Organization.
These factors form a strategic triangle, the understanding of which is essential to success.

4. Foreign investments

The key factor influencing the shape of global economic ties is foreign investments. There
are two forms of them: portfolio and direct. Portfolio investments concern the purchase of shares
of companies participating in the business irrespective of their origin (domestic or foreign).
Investments are directly related to making a profit from running a business.

They involve the purchase of shares in existing entities (or the construction of new ones)
seeking to take control of them. The investment market faces a number of barriers that make it
difficult to operate enterprises with foreign capital. These include demand barriers, supply,
financial and systemic issues. Demand barriers are associated with insufficient demand for the
company's offer, resulting e.g. from a competitive Import. Supply barriers result from a lack of raw
materials and materials, lack of experienced staff. Financial barriers are mainly due to the lack of
favorable credit conditions. Systemic barriers are associated with inept legal system, regulatory
instability and overgrown bureaucracy. Market absorption investment sector, and the associated
inflow of foreign investors requires the creation of to encourage them to take action in their national
markets. Favourable.

7 Ibidem p. 21.
8 Ibidem p. 22.
® Ibidem, p. 31.
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The factors for such investments are:

- stable political and economic situation of the host country,

- transparent legal system,
- national legislation offering incentives and support to investors for their activities,
- government guarantees protecting the rights and resources of foreign investors™°.
The motives for investment decisions can be classified as follows:

- searching for foreign markets, they assume filling in local

requirements for products or services,

- search for natural resources related to mining and their processing,

- increasing production efficiency, e.g. relocating production to countries with low

wages and high productivity (Far East),

- searching for technology and knowledge, i.e. investing in development industries and
Innovative

- the search for stability and political security, related to investors' fear of

loss of private property or from deep interference by government factors in the property of the
companiest?.

Alternative investments to the above, assuming partial ownership are joint ventures, mergers
and acquisitions, and licensing of licenses. This kind of investment brings benefits in the form of
reduced costs, facilitation of market access, complementarity of partners with different abilities,
behaviour of independence, entry into the markets of countries restricting access to full ownership
of the foreign sector, exploit economies of scale and eliminate competition more quickly.

Undertaking a foreign investment requires the investor to choose the best one for it future
market value. A parameter helpful in this action is the net updated value (NPV). It consists of such
variables as initial capital expenditures, cash flows in the assumed period, projected cost of capital
and planned time horizon. The investor will undertake projects with the highest possible positive
NPV value.

5. Marketing and financing in modern international business

Activities on international markets are based on two concepts. Marketing international means
the distinctiveness of foreign markets and thus forces use of multiple strategies. Global marketing
treats foreign markets as one and it assumes the use of a single strategy. The concept of global
marketing increases opportunities enterprises to maximize profit, gain a competitive advantage,
extension of the product offer and product life cycle, faster return on investment and lower
sensitivity to economic disturbances. Operation in global marketing forces the standardization of
marketing activities, which reduces costs, simplifies administration, facilitates communication
with consumer and improves the quality of the product. Another variant of the strategy is adaptation
to local conditions, used on a wider scale in international marketing.

10 Ibidem, p. 117.
11 Ibidem, p. 119.
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The best results are achieved by using both strategies where local conditions do not allow
adaptation comes to the rescue when standardization comes to the rescue. Another limitation
standardization is the lack of acceptance by the market after exceeding a certain level.

The key to the success of an international venture is the choice of the market. It is carried out
in the process of segmentation, i.e. the separation of markets with specific characteristics, based on
the following criteria: political risk, economic risk, market size, barriers to entry and operation,
scale of competition, cultural similarities and geographical distance. The next stage is to determine
the product offered or service. The adaptation and standardization mentioned above play an
important role here. Their interrelationships are manifested in the form of physical characteristics
of the product, packaging and shaping consumer awareness. Another important element is shaping
pricing strategies by adapting them to local markets in order to maximizing profits.

The pricing policy should effectively lead to the coverage of all costs, taking into account the
risks arising from fluctuations in exchange rates volatility of tariffs, tariffs and import duties, as
well as the diversification of distribution. Distribution channels are another factor influencing
success Company. Their level of complexity depends on the structure of the form of trade adopted
in the host country. The use of existing channels of another manufacturer or reaching local
distributors, already familiar with the specifics of the market. Often it is the distributor who has an
impact on the shaping of thethe company's pricing strategy, which is why it is crucial to control
distribution channels.

It can be implemented through the development of a network of franchise relationships.
Internet development allowed for the creation of out-of-store sales networks, facilitating the
distribution proces by eliminating its intermediate links. No initiative on the international market
it would have succeeded without proper promotion. It is responsible for breaking down barriers
and creating a product and company image in order to increase sales and strengthen their position
on the market. This requires constant monitoring of moods and changes consumer preferences and
the ability to communicate with the market.

The globalisation of the economy and the consequent liberalisation and deregulation
facilitate the private investors access to sectors previously reserved for State. This access means
intensifying efforts to acquire and management of funds in international markets. Therefore, the
role of financial managers in the process of shaping the company's strategy. Main the assumptions
of the financial policy are fast and effective fundraising, from cheap sources of financing and
knowledge offered by specialized institutions, reducing taxes, mitigating risks through the correct
allocation and performance improvement (productivity and material resources). Sources of funding
in the international business are bonds and syndicated loans, necessary for the formation of
international business.

This formation is mainly carried out through mergers and Acquisition. These processes
enable the achievement of the assumed strategic and financial goals and competitive advantage.
This would not have been possible without the appropriate support from the investment banks.
Knowledge of the products offered by banks or their (revolving loans, short-term funds, other debt
instruments) is key to development in modern international business.

6. Globalization and international business and trade

Globalization itself is a process that is increasingly shaping the modern world, leading to the
growing integration and interdependence of states, societies and economies. Its influence is visible
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in many areas of life, and the most important of them are the economy, politics, culture, technology
and the environment.

In the economic sphere, globalization manifests itself primarily in the integration of world
markets. Goods, services, capital and technology can flow freely between countries, contributing
to increased trade and foreign investment. Many companies are moving production to countries
that offer lower labor costs, leading to the creation of global supply chains. This process increases
competitiveness, but can also cause social problems, such as unemployment in regions affected by
the relocation of industry*?.

In the political aspect, globalization leads to closer international cooperation. Global
organizations and institutions are created, such as the UN, the WTO or the International Monetary
Fund, which make decisions that affect the whole world. The role of supranational organisations is
strengthened,
while at the same time the autonomy of some countries in making internal decisions is
decreasing®.

Global culture is also changing, with the development of information and communication
technologies (such as the internet and social media) leading to the rapid spread of ideas, lifestyles,
fashions and languages. This leads to the unification of culture, but also to an increase in the
importance of local and regional identities as a form of defence against the loss of distinctiveness.
The technological aspect cannot be overlooked either, as technological progress, especially in the
field of transport and communication, has significantly accelerated globalization processes.
Information can be transferred almost instantly to the other side of the world, and moving people
and goods is faster and cheaper than ever before!“.

Globalisation has a significant impact on the environment, primarily by increasing
production and intensifying transport around the world. The growing demand for goods and
services causes greater consumption of natural resources such as water, minerals and energy, and
also leads to an increase in pollutant emissions, including greenhouse gases. As a result, global
economic processes contribute to the intensification of environmental problems such as climate
change, air pollution and ecosystem degradation. At the same time, however, with the growing
environmental awareness at the international level, joint actions for environmental protection are
becoming increasingly important. This is reflected in the conclusion and implementation of
international climate agreements, such as the Kyoto Protocol, which introduced mechanisms to
reduce greenhouse gas emissions, or the Paris Agreement, which assumes global commitments of
countries to counteract global warming and promote sustainable development. These initiatives
show that, despite the challenges posed by globalisation, it is possible to build international
cooperation to protect the planet and counter the negative impacts of human activities®®.

As globalization processes deepen, the issue of social and economic inequalities is also
becoming increasingly important. Globalization promotes economic growth, but the profits from
this growth are not distributed evenly. Highly developed countries and large corporations often
benefit more than poorer countries, which can exacerbate differences in living standards, access to
education, health care or modern technologies. In some regions of the world, local communities

12 E. Krynska, Delocalization of Jobs in the Global Economy. Studia Prawno-Ekonomiczne, 97, £6dz 2025, pp. 259—
271

13 1bidem.

14 C. Aimie, Globalization and Its Impact on Cultural Homogenization: A Comprehensive Analysis. Social and
Crimonol, 12, 2024, s. 314.

15 Ministry of Agriculture and Rural Development. Climate Policy (2024):
https://www.gov.pl/web/rolnictwo/polityka-klimatyczna. (accessed: 24.05.2025).
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are being marginalised, unable to compete with international economic actors. In response to the
negative effects of globalization, there are also more and more anti-globalization movements and
initiatives promoting the so-called sustainable development. People are demanding greater social
justice, protection of local markets and the environment. This, in turn, forces governments and
international institutions to be more accountable and more equitable in shaping global
policymaking®®.

The impact of globalization on population migration is also significant. Millions of people
move in search of a better life, work or security. This phenomenon has a huge impact on the
societies receiving and sending migrants — it can contribute to both economic development and
social tensions, especially in the context of cultural integration and competition in the labour
market!’.

It is also worth noting that globalization affects changes in identity and social values.
Modern man increasingly identifies not only with the local community or the nation-state, but also
with ideas and problems of a global dimension, such as human rights, climate change or gender
equality. In this context, the importance of intercultural education and education for global
responsibility is ¥growing.

This globalisation is a complex process involving the intensification of links and
interdependence between countries and societies around the world, which also includes economic
and political aspects. In the economic sphere, globalization can be characterized by the

liberalization of trade, precisely in the abolition of customs
and regulatory barriers, which allows for a freer flow of goods, services and capital between
countries. The rise of transnational corporations that operate

in multiple countries at the same time further strengthens economic ties on a global scale. The
development of technology, especially in the field of communication and transport, allows for the
rapid flow of information and goods, which in turn increases competition on world markets and
imposes the need for flexibility and innovation on many countries and companies.

On the other hand, globalisation poses political challenges for countries, which result from
the need to adapt to the new conditions of functioning in the international system. Countries must
not only negotiate and implement trade and investment agreements, often within regional
integration blocs such as the European Union or NAFTA, but also cooperate within international
institutions such as the World Trade Organization (WTO), the International Monetary Fund (IMF)
and the World Bank. These organizations shape the functioning of the global economy and promote
economic stability, but at the same time they can limit the traditional sovereignty of states in the
field of economic policy?®.

The relationship between politics and economics in the process of globalization is very close
and dynamic. On the one hand, pressure from global markets and investors forces governments to
carry out economic reforms, which include market liberalization, deregulation and macroeconomic

16 A, Gwiazda, Globalization and Income Inequality. Social Inequalities and Economic Growth 3(55), Rzeszow
2020, pp. 9-21.

17 K. Gorak-Sosnowska, J. Lazor (eds.), Migration Policy: History and Contemporary Challenges, Warsaw School
of Economics Publishing House, Warsaw 2016.

18 Special School Complex in Rawicz. (n.d.). Global education — what values and skills are needed in today's world?
https://zss-rawicz.pl/edukacja-globalna-jakie-wartosci-i-umiejetnosci-sa-potrzebne-w-dzisiejszym-swiecie/.
(accessed: 24.05.2025).

19 Ministry of Education and Science. (n.d.). Globalization — Development disparities of the modern world.
Integrated Learning Platform: https://zpe.gov.pl/a/globalizacja-dysproporcje-rozwojowe-wspolczesnego-
swiata/DwFzoEZQO. (accessed: 04.06.2025).
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stabilization. Countries that want to attract capital and foreign investment often have to change
their tax policies, labour laws or environmental protection systems, which is sometimes criticised
as a restriction of political autonomy. On the other hand, political decisions — such as the
introduction of economic sanctions, customs policy, or regulations concerning consumer and
environmental protection — have a significant impact on the functioning of global supply chains
and the flow of capital®.

At this point, it is worth noting that globalization forces countries to find a balance between
the need to participate in international cooperation and the protection of their own sovereignty and
security?l. In an era of global threats such as financial crises, climate change or pandemics, political
cooperation becomes essential, but remains a challenge due to the diversity of national interests.
As a result, politics and economics in the process of globalization interpenetrate and shape each
other — political decisions affect the directions of economic development, and economic changes
force transformations in the political sphere. This symbiosis means that modern states have to act
on many levels simultaneously, taking into account both national interests and the requirements of
global cooperation.

Globalisation forces countries not only to adjust their economic policies, but also to redefine
their policies. Traditional borders of countries are becoming less and less rigid, and key issues such
as security, climate change, migration and terrorism are becoming transnational. As a result,
international politics is shifting from unilateral action to multilateral cooperation within
international organisations, alliances and regional blocs. The impact of globalisation on the
international order is manifested above all in the growing importance of institutions such as the
UN, the WTO, the International Monetary Fund or regional structures, such as the European Union,
which act as platforms for coordinating actions on a global scale. At the same time, we are seeing
a shift in the balance of power, with new actors such as emerging countries, transnational
corporations and NGOs actively shaping global politics playing an increasingly important role.
This process also leads to the dilution of the traditional sovereignty of states, which increasingly
have to comply with international regulations and standards, which requires them to compromise
between independence and interdependence??.

In this case, globalization also brings with it a number of challenges and dilemmas. In the
security sphere, global threats — cyberattacks, terrorism or epidemics — require transnational
cooperation, but at the same time raise questions about the effectiveness and control of these
activities. Another problem is the deepening inequalities both between countries and within
societies, which affect political stability and can lead to social tensions and conflicts. In addition,
the need to create global regulations in areas such as climate, trade or human rights requires the
consensus of many actors, which often slows down the decision-making process and can cause
tensions between national interests and the common good.

The World Trade Organization (WTQO), established in 1995 as the successor to the Trade and
Customs Organization (GATT), is a key international institution with more than 160 member states
that regulates the rules of global trade. Its primary objective is to facilitate the smooth, predictable
and free movement of goods and services between countries, creating a legal framework that
prevents protectionism and discrimination. The WTO has a number of important functions — first
and foremost, it develops and supervises compliance with international trade rules, ensuring a level
playing field for all market participants. The organisation also provides a negotiating forum where

20 E. Krynska, Globalization and the Labor Market. (in:) Z. Wisniewski, A. Pocztowski (Eds.), Human Resources
Management in the Conditions of the New Economy. Oficyna Ekonomiczna, 2004, p.90.

21 ], Kossowska, Globalization and State Sovereignty. Review of Defence Sciences, 2(3), 2017, pp. 233-245.

22 p, Bures, Sovereignty and Transnational Corporations. Gdarisk Legal Studies, 2(59), 2023, pp. 99-108.
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member states can set tariff reductions, remove non-tariff barriers and regulate trade in services
and the protection of intellectual property, with the Doha Round being one of the most well-known
negotiating processes. Another important element of the WTO's operation is the Trade Dispute
Settlement Mechanism, which allows for the peaceful and orderly resolution of conflicts
concerning trade violations, which increases the stability and predictability of economic relations.
In addition, the WTO systematically monitors the trade policies of its members, ensuring their
compliance with the adopted agreements and promoting transparency. It takes special care of
developing countries, offering them technical support and special treatment, which facilitates their
integration into the global trading system?.

The importance of the WTO for international trade is enormous — above all, the organization
facilitates free trade by establishing clear, universally accepted rules that limit the risk of
protectionism and trade tensions. Dispute settlement mechanisms and constant surveillance of trade
policies foster stability and predictability, which in turn builds confidence and stimulates
investment and trade on a global scale. The WTO also plays an integrator of the world's economies,
facilitating access to markets, especially for developing countries, which helps to reduce economic
inequalities on the international stage. In addition, the organization adapts to modern challenges,
expanding its competencies into new areas such as trade in services, intellectual property or
investments?.

Despite these successes, the WTO also faces numerous challenges. Due to the diverse
interests of the members, negotiations can be lengthy and difficult to conclude by consensus, as
illustrated by the multi-year Doha Round. The organization has also been criticized for the fact that
the rules and mechanisms are more conducive to developed economies and less to the needs of
developing countries, which indicates the need for further reforms and increased support for weaker
countries. In addition, WTO decisions and judgments in trade disputes are sometimes perceived
as limiting the sovereignty of states in shaping their own economic policies, which creates
additional tensions in relations between members. Despite these difficulties, the WTO remains the
cornerstone of the modern international trading system, having a significant impact on the global
economy?>,

The global liberal order, shaped after World War 11, based on the principles of free markets,
free trade, protection of private property and international institutional cooperation, has been the
foundation of the world economy for decades. However, it is currently facing serious ideological
challenges that undermine its stability and effectiveness, resulting from growing political and
economic tensions and the changing global reality.

One of the most important problems is growing social and economic inequality both between
and within countries. The liberal economic model, promoting deregulation and global competition,
has contributed to economic growth, but at the same time it has widened the gap between the richest
and the poorest. As a result, social frustration is growing, populism is intensifying, and anti-
globalization movements are emerging, which question the basic principles of free markets and
open trade borders?®.

23 World Trade Organization. (n.d.). What is the WTO? World Trade Organization.
https://www.wto.org/english/thewto_e/whatis_e/whatis_e.htm. (Dostep: 09.06.2025).

24 Ministry of Development and Technology. (2024, May 21). World Trade Organisation (WTO).
https://www.gov.pl/web/rozwoj-technologia/swiatowa-organizacja-handlu-wto. (accessed: 11.06.2025).

25 D. Wnukowski, WTO Reform: Challenges and Prospects. Polish Institute of International Affairs:
https://www.pism.pl/publications/WTO_Reform__Challenges_and_Perspectives. (Accessed: 01.06.2025).

% R, J. Langhammer, G. Horn (2016, November 14). How globalization has become a bogeyman for populists.
Deutsche Welle: https://p.dw.com/p/2SdOv. (Accessed: 01.06.2025).
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Another important challenge is the crisis of trust in international institutions such as the
WTO, the IMF and the World Bank. They are increasingly seen as tools for domination by
developed economies that do not sufficiently take into account the interests of developing
countries. Difficulties in building consensus within these organizations weaken their ability to
respond effectively to global problems, and this, in turn, undermines the legitimacy and
effectiveness of the liberal economic system?’.

The liberal model, focused on growth and profit maximization, often overlooks the social
and environmental impacts of its operations. Environmental degradation and climate change are
challenging traditional production and consumption patterns, and the lack of effective global
regulatory mechanisms in these areas poses a serious challenge to modern economic order?. In
addition, the global liberal order has to face the conflict between the sovereignty of states and the
need for international cooperation. More and more countries are emphasizing the protection of their
own national interests, which leads to tensions and disputes in areas such as trade policy and
environmental protection. The rise of nationalism and protectionism challenges the idea of open
markets and global cooperation.

The dynamic development of technologies and digitization, such as artificial intelligence or
big data, also introduces new tensions. The problems of data protection, privacy, unequal access to
innovation, and the growing role of large digital corporations raise questions about appropriate
market regulations. The liberal model, which is based on freedom of innovation and minimal state
interference, must today find a balance between freedom and the need to establish a new legal
framework, which gives rise to ideological disputes?. Finally, geopolitical tensions, especially the
rivalry between the United States and China, have a significant impact on the disintegration of the
existing liberal order. The rise of protectionism, trade wars and the fragmentation of global markets
are leading to the division of the world into competitive spheres of influence, which hinders
international cooperation and weakens the stability of the global economic system®.

On the threshold of 2025, the global liberal order in the global economy faces numerous
challenges that require its significant redefinition. Problems such as growing social inequalities,
the crisis of international institutions, tensions between the sovereignty of states and the need for
integration, as well as challenges related to environmental protection, rapid development of
technology and geopolitical conflicts, create a complex and dynamic global context. While
globalisation fosters cooperation and interdependence between states and strengthens the role of
international organisations, it also poses challenges to them in terms of justice, security and
sovereignty management.

The World Trade Organization (WTO) plays a key role in maintaining the stability of the
system, striving to maintain an open and predictable trade order through its regulatory mechanisms,
negotiations and support for developing countries. The future of the global order depends on the
ability of states and institutions to develop more inclusive, sustainable and equitable solutions that
will effectively respond to today's challenges and guarantee peaceful coexistence in an increasingly
interconnected world.

27 ], E. Stiglitz, Globalization and Its Dissatisfaction (trans. M. Budzisz). PWN Scientific Publishing House, 2002,
pp. 45-60.

28 F. Matthews (2020, 9 pazdziernika). Liberal Theory’s Neglect of Environmentalism. Oxford Political Review.
https://oxfordpoliticalreview.com/2020/10/09/liberal-theorys-neglect-of-environmentalism/. (Dostep: 09.06.2025).
293, Zuboff, The Age of Surveillance Capitalism: The Fight for a Human Future at the New Frontier of Power.
PublicAffairs, 2019, s. 350-370.
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ANOTACIJA

Darba témas aktualitate saistita ar sabiedribas aktivu socialo mediju un digitalo platformu izmantoSanu, kas
ietver arT kiberdrosibas aspektus. Tas nosaka nepiecieSamibu pilnveidot Valsts policijas darbibu un marketinga riku
pielietojumu, lai veicinatu preventivas darbibas un stiprinatu sabiedribas drosibu digitalaja vide. Raksta apskatita
Valsts policijas stratégija, analizéta marketinga loma tas darbiba un komunikacija, ka arT noformuléti secinajumi un
priekslikumi, kas balstiti uz veiktas analizes rezultatiem. P&tljuma mérkis ir izvertét Valsts policijas paSreizgjas
komunikacijas prakses un sabiedribas uztveres kontekstu, ka arT analizét marketinga riku pielietojuma iespgjas
policijas darbibas efektivitates, sabiedribas uzticibas un t€la pilnveidoSanai.

Atslegvardi: Valsts policija, marketings, komunikacijas stratégija
ABSTRACT

The topicality of the topic of the work is related to the active use of social media and digital platforms by
society, which also includes aspects of cybersecurity. This determines the need to improve the activities of the State
Police and the use of marketing tools in order to promote preventive actions and strengthen public safety in the digital
environment. The article reviews the strategy of the State Police, analyzes the role of marketing in its activities and
communication, and formulates conclusions and proposals based on the results of the analysis. The aim of the study
is to evaluate the current communication practices of the State Police and the context of public perception, as well as
analyze the possibilities of using marketing tools to improve the efficiency of police activities, public trust and image.

Keywords: State Police, marketing, communication strategy

IEVADS. INTRODUCTION

Misdienu sabiedriba arvien nozimigaka klust valsts iek$€jas droSibas nodroSinaSana, jo
socialas, ekonomiskas, ideologiskas un tehnologiskas parmainas ietekmé gan valsts parvaldi, gan
sabiedribas dzives kvalitati. Straujais parmainu temps rada jaunas iesp&jas, bet vienlaikus
palielina riskus, kas apdraud sabiedribas stabilitati un valsts ilgtsp&jigu attistibu [9].

Nemot véra globalizaciju, digitalo tehnologiju izplatibu un socialas nevienlidzibas
problémas, iek$€jas droSibas stiprinaSana kliist par valsts prioritati. Misdienas droSiba vairs
neattiecas tikai uz militariem vai kriminaliem draudiem, bet arvien lielaka nozime ir kiberdrosibai,
informacijas aizsardzibai un sabiedribas uzticibai valsts institlicijam.

Latvijas Valsts policija pédgjos gados piedzivojusi bitiskas parmainas, uzlabojot
profesionalo kapacitati, darba kvalitati un sabiedribas uzticibu. Policijas stratégija mérkéta uz
struktliras modernizaciju, jaunu tehnologiju ievieSanu, starptautisko drosibas standartu ievérosanu
un ciesaku sadarbibu ar iedzivotajiem, nodroSinot caurskatamibu, profesionalitati un atbilstibu
demokratiskas sabiedribas vajadzibam. Sie pasakumi veicina gan iedzivotaju drosibas sajitu, gan
valsts iek$€jas drosibas stabilitati.
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Marketinga lomas pieaugums sabiedriba veicindjis ar1 komunikacijas nozimes
palielinasanos, kas ir butiska ne tikai komercdarbiba, bet art sabiedriskaja sektora, tostarp policijas
darba. Lai sabiedriba novertétu policijas pakalpojumu nozimi, proti, drosibu, kartibas uzturéSanu
un preventivos pasakumus, ir nepiecieSama skaidra un pieejama informacija. Marketinga
komunikacija lauj atspogulot policijas funkcijas, iniciativas un sasniegumus, veidojot uzticibu un
pozitivu telu sabiedriba.

Efektiva komunikacija balstas uz atklatibu, savstarp&ju uztic€$anos un aktivu informacijas
apmainu, nodroSinot sabiedribas lidzdalibu drosibas stiprinasana. Tikai sadarbojoties ar
iedzivotajiem, policija var tikt uztverta nevis ka kontrolgjosa institiicija, bet ka sabiedribas
partneris drosas un stabilas vides veidosana [8].

SVARIGAKAS ATZINAS TEORIJA UN PRAKSE. BASIC THEORETICAL AND
PRACTICAL PROVISION

Valsts policija ir iekslietu ministra parraudziba esosa tieSas parvaldes iestade, kas atbilstosi
kompetencei Tsteno valsts politiku noziedzibas apkaroSana un sabiedriskas kartibas un droSibas
aizsardziba, ka ar1 personu tiesibu un likumigo interesu aizsardziba. Valsts policijas struktiira un
darba organizacija noteikta "Valsts policijas reglamenta". Valsts policijas pienakums ir aizsargat
personu dzivibu, veselibu, tiesibas un brivibas, 1paSumu, sabiedribas un valsts intereses no
noziedzigiem un citiem prettiesiskiem apdraudéjumiem [4].

Valsts policijas misija ir aizsargat personu, sabiedribas un valsts intereses, sadarbojoties ar
iedzivotajiem un organizacijam, ieverojot tiesiskuma, neitralitates un atbildibas principus. Policija
nodroSina sabiedrisko kartibu, riip€jas par valsts iek§€jo drosibu un veicina taisnigu tiesiska
noreguléjuma atjaunoSanu tiesibu parkapumu joma. Tas pamatuzdevums ir kalpot sabiedribai un
valstij, stiprinot droSibu un uzticibu valsts institticijam.

Valsts policijas vizija ir but profesionalai, modernai un efektivai tiesibsargajosai institiicijai,
kas orienteta uz sadarbibu ar sabiedribu un sp&j pielagoties nakotnes izaicinajumiem. Policijas
mérkis ir nodroSinat kvalitativus pakalpojumus iedzivotajiem un valstij, istenojot savu darbibas
moto — "Misu darbs jiisu drosibai" [5].

Komunikacija ir nozimiga Valsts policijas darbibas sastavdala, kas nodroSina sabiedribas
informétibu par drosibas, sabiedriskas kartibas un noziedzibas novérSanas jautajumiem,
vienlaikus stiprinot sabiedribas uzticéSanos un iesaisti policijas darba. Sabiedribas drosiba un
iedzivotaju uztic€Sanas valsts institlicijam ir jebkuras valsts stabilitates un attistibas pamats, tadel
Valsts policijas darbibas efektivitate ir ciesi saistita ar mérktiecigu un profesionalu komunikaciju.

Valsts policijas komunikacijas izvértéjuma mérkis ir sistematiski analizét, ka tiek planota
un Tstenota komunikacija ar sabiedribu, novert€jot tas kapacitati, resursu izmantoSanu,
profesionalo sagatavotibu, institucionalo struktiiru un stratégiskas komunikacijas attistibas limeni.
Misdienu apstaklos biitiska nozime ir arT marketinga pieejas izmantoSanai policijas darbiba, kas
kalpo ka instruments sabiedribas vajadzibu izpratnei, uzticibas stiprinasanai un pozitiva policijas
tela veidoSanai.

Publiskais marketings palidz nodrosinat efektivu informacijas apmainu un veicina
iedzivotaju lidzdalibu droSibas procesos, skaidrojot policijas lomu sabiedribas droSibas un
kartibas nodrosinasana. Sada pieeja stiprina savstarpgju izpratni starp policiju un sabiedribu,
uzlabo sadarbibu un veicina kvalitativu, mérktiecigu drosibas politikas istenoSanu. Tadgjadi tiek
nostiprinata sabiedribas droSibas sajiita un policijas ka uzticamas, sabiedribai orient&tas
institlcijas loma [7].

Tiesa marketinga princips, kur informacija tiek nodota konkrétai meérka auditorijai ar
plassazinas lidzeklu starpniecibu, [idzigi darbojas ar1 Valsts policijas komunikacija ar sabiedribu,
1pasi situacijas, kad nepiecieSams atri un precizi sasniegt noteiktas sabiedribas grupas. Policijas
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darbiba Sada pieeja tiek izmantota, lai tieSi inform@tu iedzivotajus par droSibas riskiem,
noziedzibas profilakses pasakumiem, mekl&€tam personam vai citiem aktualiem jautajumiem. Tas
lauj efektivak nodroSinat sabiedribas informétibu un veidot cieSaku saikni ar iedzivotajiem.
Tomer Ilidzigi ka uznémejdarbiba, ar1 Valsts policijas komunikacija nozimiga loma ir datu
aizsardzibai. Policijai, izmantojot iedzivotaju datus sazinai, jaievéro Visparigas datu aizsardzibas
regulas (Regula 2016/679) noteikumi, kas nosaka stingras prasibas personas datu apstradei un
glabasanai. Tas nozimé, ka jebkura tiesas sazinas forma ar sabiedribu javeic atbildigi, nodrosinot
datu drosibu, caurspidigumu un sabiedribas uzticibu policijas darbibai. Lidz ar to datu
aizsardzibas regul&jums biatiski ietekm& Valsts policijas komunikacijas praksi, uzsverot
nepiecieSamibu sabalansét efektivu informacijas izplatiSanu ar personas datu privatuma
ievérosanu un &tiskas sazinas principiem [1].

PETIJUMA REZULTATI UN TO IZVERTEJUMS. RESEARCH RESULTS AND
THEIR EVALUATION

Valsts policijas darbiba biitiska nozime ir stratégiskai, mérktiecigai un caurspidigai
komunikacijai ar sabiedribu, citam valsts un pasvaldibu institlicijam, ka arT starptautiskajiem
partneriem. Efektiva sadarbiba un savlaiciga informacijas apmaina ir priekSnoteikums uzticibas
stiprinaSanai un kopigu droSibas mérku sasniegSanai. Lai to nodroS$inatu, policijai ir jaizprot
sabiedribas vajadzibas, aktualas problémas un droSibas vides dinamika, pielagojot savu darbibu
realajai situacijai un nodrosinot miisdienigu, uz rezultatu veérstu droSibas politikas TstenoSanu.

Policijas komunikacijai jabalstas uz skaidru dialogu un sabiedribas iesaisti, vienlaikus
ieverojot normativos standartus, profesionalas &tikas principus un operativas darbibas
noteikumus. Atklata informacijas aprite, finanSu parredzamiba un atbildiga resursu izmantosana
stiprina sabiedribas uztic€Sanos un veido Valsts policijas t€lu ka profesionalu, godpratigu un
sabiedribas interes€s stradajosu institiciju.

Tirgus un sabiedriskas domas pétijumu centrs SKDS ik gadu veic Latvijas iedzivotaju
aptauju, lai noskaidrotu sabiedribas viedokli par Valsts policijas darbu, uzticamibu un
komunikaciju. Aptaujas dati liecina, ka sabiedribas uzticiba un apmierinatiba ar Valsts policijas
darbu pédeéjos gados ir pakapeniski pieaugusi. Aptauja tiek veértéts, cik viegli cilvékiem ir
sazinaties ar Valsts policiju un kada ir sabiedribas atticksme pret policijas darbu [13].

2022. gada 68 % respondentu noradija, ka pozitivi vérte Valsts policijas darbu un uzticas
tai, savukart 32 % sniedza negativu vertejumu. 2023. gada pozitivi Valsts policijas darbu vértéja
63 % iedzivotaju, bet negativi 37 %. Savukart 2024. gada pozitivo vertejumu skaits picauga lidz
70 %, bet negativo samazinajas lidz 30 %, kas apliecina sabiedribas uzticibas un apmierinatibas
ltmena uzlabosanos [10,11,12].

Valsts policija ikdiena aktivi sazinas ar sabiedribu, izmantojot plaSsazinas Iidzeklus un
regulari public€ informaciju socialajos tiklos. Policija stasta gan par noziegumu atklaSanu, gan
sniedz noderigu informaciju, kas palidz stiprinat sabiedribas droSibu un uztic€Sanos policijai.

Aptaujas rezultati rada, ka Valsts policijas komunikacija ar sabiedribu kluvusi atvertaka,
saprotamaka un efektivaka. To veicina gan cieSaka sadarbiba ar medijiem, gan socialo tiklu aktiva
izmanto$ana, lai sabiedribu inform&tu un iesaistitu policijas darba.

Misdienu policijas darbiba nozimigu lomu ienem ar1 digitalizacija un inovacijas, kas
veicina procesu efektivitati un uzlabo sadarbibu gan iekSien€, gan ar aréjiem partneriem. Digitalie
risinajumi nodros$ina kvalitativu datu apriti, precizu informacijas analizi un iesp&ju pienemt datos
pamatotus lémumus par drosibas riskiem un preventivajiem pasakumiem. Mobilas tehnologijas
un tie$saistes platformas lauj atri reagét uz notikumiem un stiprina sabiedribas iesaisti drosibas
procesos. Sada pieeja nodrosina informacijas pieejamibu jebkura laika un vieta, uzlabojot
policijas reagésanas sp&jas un operativitati [2].
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Digitalas parmainas Valsts policija ietver arT inovaciju ievieSanu, sakot no e-pakalpojumu
un automatizacijas risinajumiem lidz izglitojoSam iniciativam, kas stiprina gan policijas
personala, gan sabiedribas digitalas prasmes. So parmainu mérkis ir veidot misdienigu,
tehnologiski attistitu un uz datiem balstitu policijas parvaldibas sistému, kas nodro$ina efektivu
drosibas politikas Tstenosanu un sabiedribas uzticibas stiprinasanu.

Valsts policijas darbibas stratégija butiska vieta ir mérktiecigai marketinga pieejai, kas
veido vienotu, sabiedribai uztveramu institlicijas t€lu. Marketinga uzdevums $aja konteksta nav
pelnas giiSana, bet gan sabiedribas drosibas, uzticibas un sadarbibas stiprinasana. Tas ietver gan
informacijas apmainu un reputacijas vadibu, gan sabiedribas Iidzdalibas veicinasanu un iek$gjas
kultiiras attistibu, nodrosinot, ka policijas veértibas un riciba ir saskanotas ar sabiedribas intereseém.

Policijas zZimols ir biitiska tas identitates sastavdala, kas atspogulo iestades profesionalitati,
atbildibu un uzticamibu. Zimols nav tikai vizualie elementi, pieméram, formas t€rps vai
transportlidzeklu noformejums, bet ar1 kop€ja sabiedribas uztvere par policijas lomu, uzvedibu un
vertibam. Tapéc zimola veidosanai ir jabiit cieSi saistitai ar policijas stratégiskajiem mérkiem,
institucionalajam vertibam un darbibas principiem [3].

Lidz ar to marketingam policijas darba ir jabiit neatnemamai integrétas institucionalas
stratégijas sastavdalai. Tas nozimé, ka policijas téla veidosana, sabiedribas iesaiste, darbinieku
profesionalas identitates stiprinasana un komunikacijas prakse veido vienotu sistému. Sada pieeja
veicina iestades reputacijas uzlaboSanu un stiprina sabiedribas lidzdalibu droSibas uzturéSana,
veidojot ilgtermina partneribu starp policiju un sabiedribu.

KOPSAVILKUMS. CONCLUSION

Valsts policijas nozimigakais resurss ir tas darbinieki, tade] ipasa uzmaniba tiek pieversta
darbinieku un vaditaju profesionalitates attistibai, ka art konkurétspéjigas motivacijas sistémas
izveidei. Sie faktori ir batiski priek$noteikumi augstu darba rezultatu sasnieg$anai un kvalitativu
pakalpojumu nodrosinasanai sabiedribai. Attistot misdienigu darba vidi, kas ietver efektivu darba
organizaciju, jauno darbinieku piesaistiSanu, droSo sist€ému ievieSanu, ka ari modernu
informacijas tehnologiju risinajumus, tiek raditi labvéligi apstakli profesionalai izaugsmei,
darbinieku noturé$anai un jaunu specialistu piesaistei.

Vienlaikus biitiska nozime tiek pieskirta procesu vienkarSoSanai un digitalizacijai. Policija
tiecas pilnveidot darbinieku izpratni par digitalizacijas ilgtermina ieguvumiem un istenot digitalo
transformaciju visos iesp&jamajos darba procesos. Tas mérkis ir samazinat dokumentacijas apriti
papira formata, uzlabot datu kvalitati un nodroS$inat tehnologiju iesp&ju izmantosSanu efektivakai
un datos pamatotai [émumu pienemsSanai. Lidz ar to tiek stiprinata ari darbinieku mobilitate,
palielinot portativas un mobilas datortehnikas izmantoSanu ikdienas darba. Tapat Valsts policija
ipasSu uzmanibu pieverS sabiedribas Iidzdalibas veicinaSanai, attistot atvértu un jégpilnu
komunikaciju ar iedzivotajiem. Tiek izmantoti dazadi informacijas kanali un iesaistes formas,
organizgjot Iidzdalibas pasakumus, lai apzinatu sabiedribas vajadzibas un stiprinatu kopigu
izpratni par dro$ibas jautajumiem. Sabiedribas iesaiste tiek sekméta ar1 preventiva darba joma,
veidojot brivpratigo jeb drosibas véstnesu sisteému, kas palidz uzlabot drosibas situaciju un veicina
iedzivotaju atbildigu lidzdalibu kopgjas droSibas stiprinasana [6].

Autores ieskata, lai uzlabotu komunikaciju vél vairak ar sabiedribu un nodroSinatu
efektivaku droSibas un kartibas uzturéSanu, Valsts policijai butu lietderigi izstradat un ieviest
mobilo lietotni, kas sniegtu iedzivotdjiem iesp&ju atri un €rti sazinaties ar policiju arkartas
situacijas. Lietotnes centralais elements biitu trauksmes poga, kas lautu personai nekavéjoties
izsaukt palidzibu gadijumos, kad pastav draudi dzivibai vai veselibai. NospieZot So pogu,
informacija kopa ar personas atraSanas vietu automatiski nonaktu policijas operativaja centra,
nodro§inot atru reagéSanu un koordinétu palidzibas sniegSanu. Papildus lietotné varétu ieklaut
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iesp&ju nosiitlt su aprakstu vai att€lus no notikuma vietas, sazinaties ar dezurdalu, ka ar1 sanemt
bridinajumus par aktualiem droSibas riskiem valstT un konkréta teritorija. Tapat butu lietderigi
paredzét funkciju anonimai zinoganai par likumparkapumiem vai aizdomigam situacijam. Sads
risinagjums veicinatu sabiedribas un policijas sadarbibu, paatrinatu reagésanas laiku un stiprinatu
iedzivotaju droSibas sajutu. Lidziga sistéma jau sekmigi darbojas Valsts ugunsdz€sibas un
glabsanas dienesta, tad€] $ada pieeja butu logisks un efektivs solis Valsts policijas attistiba.

Vel viens biitisks aspekts, autores ieskata, lai veicinatu iedzivotaju iesaisti un uztic€Sanos
valsts un pasvaldibu institiiciju darbibai droSibas joma, ir nepiecieSamiba organiz&t regularas
diskusijas un sabiedriskas konsultacijas ar iedzivotajiem par drosibas jautajumiem. So pasakumu
mérkis biitu uzlabot sadarbibu starp sabiedribu un drosibas iestadém, paaugstinat iedzivotaju
informetibu par aktualajiem riskiem un stiprinat kop€jo droSibas apzinu. Diskusiju laika
iedzivotaji var€tu paust savus viedoklus, bazas un priekSlikumus, savukart atbildigas institiicijas
sniegt informaciju par droSibas situaciju, preventivajiem pasakumiem un iesp&jam iesaistities
drosibas stiprinasana. Sadas konsultacijas biitu bitiski iesaistit ne tikai Valsts policiju, bet ari citas
tiesibsargajosas un drosibas iestades, ka arT paSvaldibu parstavjus un nevalstiskas organizacijas.
Diskusijas varétu apspriest sabiedriskas kartibas, satiksmes drosibas, ugunsdroSibas, civilas
aizsardzibas, kiberdro§ibas un citus aktualus droSibas aspektus, kas ir nozimigi miisdienas. Péc
katras konsultacijas butu lietderigi sagatavot kopsavilkuma zinojumu ar iedzivotaju
priekslikumiem un ieteikumiem droS$ibas politikas pilnveidei, nodroSinot atgriezenisko saiti un
sabiedribas informésanu par rezultatiem. Sada pieeja veicinatu uzticé$anos starp sabiedribu un
valsts institlicijam, stiprinatu iedzivotaju lidzdalibas kulttiru un sekmétu to, ka droSibas politika
tiek veidota atbilstosi sabiedribas realajam vajadzibam un prioritatém.

Autores ieskata, nemot véra, ka sabiedriba ir iedzivotaju grupas, kuras ikdiena mazak
izmanto digitalas tehnologijas, tostarp seniori, ka ari Latvija dzivo ievérojams skaits arvalstu
pilsonu, Valsts policijai butu lietderigi izveidot informativo izdevumu par drosibas jautajumiem
— avizi latviesu un anglu valoda. Sads izdevums kalpotu ka papildu komunikacijas kanals
sabiedribas informéSanai par droSibas aktualitatém, preventivajiem pasakumiem un policijas
darbibu kopuma. Avize varétu tikt ieklauta informacija par biezakajiem krapSanas veidiem un to
noveérSanu, satiksmes dro§ibu, ricibu arkartas situacijas, policijas pakalpojumiem un sabiedribas
lidzdalibas iesp&jam drosibas uzturésana. Tapat biitu lietderigi publicét arT ieteikumus no policijas
specialistiem un sabiedribas parstavjiem, kas palidzétu stiprinat iedzivotaju droSibas apzinu.
Izdevumu varétu bez maksas nosiitit pa pastu iedzivotajiem, 1pasi lauku teritorijas un vietas, kur
interneta pieejamiba ir ierobeZota. Sada iniciativa ne tikai veicinatu sabiedribas inform&tibu un
izglitoSanu droS$ibas jautajumos, bet art stiprinatu Valsts policijas t€lu ka atvértai, pieejamai un
visam sabiedribas grupam saprotamai institticijai.
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ANOTACIJA

Sociala uznémejdarbiba ka efektivs instruments socialo problému risinasanai ir strauji augosa nozare Eiropa
un visa pasaulé. Lai gan Latvija §T joprojam ir saméra jauna koncepcija, katru gadu arvien vairak socialo uznémumu
risina dazadas socialas problémas un izaicinajumus, piedavajot plasu risinajumu klastu.

P&ttjuma merkis bija izpétit socialas uznémejdarbibas attistibas potencialu galvenajas darbibas jomas.

Atslégvardi: sociala uznémégjdarbiba, attistibas jomas, socialas uznéméjdarbibas asociacija, socialais
uznémums, riska grupas

ABSTRACT

Social entrepreneurship, as an effective tool for solving social problems, is a rapidly developing sector in Europe
and worldwide. Although this is still a relatively new concept in Latvia, every year more and more social enterprises
are solving a variety of social problems and challenges, offering a wide range of solutions.

The purpose of the study was to examine the potential for developing social entrepreneurship in key areas of
activity.

Keywords: Social entrepreneurship, development areas, social entrepreneurship association, social enterprise,
risk groups

IEVADS. INTRODUCTION

Social entrepreneurship applies the principles and guidance start-up founders and
entrepreneurs use to a business that directly generates social change or impacts a social cause. A
social entrepreneur is primarily motivated by a desire to alleviate systemic social or cultural
problems. Social entrepreneurs consider social responsibility a central element of their business
strategies.

Social entrepreneurship is a new, innovative business venture that influences change. Social
entrepreneurs have a specific cause they care about, and they develop a business model around
making a positive impact. The main goal is to create lasting social change through business.

The article examines the main vectors of development of social entrepreneurship in Europe
and Latvia.

SVARIGAKAS ATZINAS TEORIJA UN PRAKSE. BASIC THEORETICAL AND
PRACTICAL PROVISION

A social cause is at the heart of every social entrepreneur’s business vision, and many social-
entrepreneurial businesses begin with that cause.

Often, the first step towards social entrepreneurship is recognising a societal problem and
having a desire to solve that problem. As social entrepreneurs learn more about the mechanisms
that perpetuate the problem, they can build a business model that directly corrects those
mechanisms. Some key areas of interest for social entrepreneurs include:

* Economic development
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* Education

* Gender equality

* Healthcare

* Agriculture

* Environmental sustainability
* Renewable energy

» Community development.

Italy became the first European country to support social entrepreneurship at the state
level.Some experts may consider Florence Nightingale, who founded the first school of nursing in
1860 and thereby reformed the healthcare industry, a social entrepreneur.

In 2025, there will be 2.8 million social economy enterprises in the EU, representing 10% of all
enterprises. Social economy enterprises employ nearly 13.6 million people—approximately 6.2%
of all employed people in the EU.[1]

Social entrepreneurship in Europe and Latvia is developing in the areas of solving acute
social problems (assistance to vulnerable groups, ecology, healthcare), creating jobs for people
with disabilities and pensioners,also providing social, health and educational services, with a focus
on innovation, self-sufficiency and sustainability, supported by government support and EU
funding, particularly in the areas of digital and green solutions.

Key Development Directions for Social Entrepreneurship in Europe
Social inclusion: Job creation for marginalized groups (people with disabilities, refugees, youth
from disadvantaged backgrounds), development of inclusive services.
Health and care: Provision of social and medical services, care for the elderly and seriously ill,
rehabilitation.
Environment: Green initiatives, waste recycling, sustainable development, especially in the
context of European goals.
Education and Culture: Social and educational services, access to culture for all.
Innovation: Application of new technologies to solve social problems (digital healthcare, smart
cities).
Funding: Active participation of EU funds (e.g., ESF+), government programs, and private
investment.

Main directions of development of social entrepreneurship in Latvia

In Latvia, social entrepreneurship and social enterprises are understood to mean the
production of goods or provision of services with the aim of solving a social problem or creating
benefits for society, rather than maximising profits for the owners of the enterprise.To develop and
support social entrepreneurship, the Latvian Association of Social Entrepreneurship was
established in 2015.

The Latvian Social Entrepreneurship Association (LSEA) is a non-governmental
membership organization whose goal is to promote the development of social entrepreneurship in
Latvia. LSEA is concerned with the overall creation and advancement of the social
entrepreneurship ecosystem in Latvia, the representation of social entrepreneurship interests and
the capacity building of member organizations, the promotion of knowledge and skills, as well as
informing the public about social entrepreneurship.Sobrid LSUA ir vairak neka 130 biedri.[2]

Since April 2018, social entrepreneurship is regulated by the law "On social
entrepreneurship”, and social enterprise is legally defined as a company with limited liability (SIA).
The aim of the law is to promote the improvement of the quality of life of society and to promote
the employment of population groups at risk of social exclusion, creating a favorable economic
environment for social enterprises.[3]
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Most social enterprises are relatively new; they were created only within the last 5-7 years
and typically employ no more than 10 people. Most social enterprises are located in the capital,
Riga, but thanks to various social programs supporting regional development and new
entrepreneurs, more and more people are starting their own social entrepreneurship initiatives in
other cities and rural areas of Latvia.

Many social enterprises in Latvia are working to help various groups at risk of social
exclusion, or "vulnerable" target groups. Statistics reveal alarming data regarding society's most
vulnerable groups:[4]

* 68% of the population lacks the skills to find employment or develop professionally.

« In 2023, 23,000 young people aged 15 to 29 were neither studying nor working,
representing 10% of the country's total population.

* At the beginning of 2024, 25,650 refugees from Ukraine were registered in Latvia.

* In 2023, 30.9% of all households with children in Latvia were single-parent families.

* Only 19.9% of people with disabilities aged 15-74 were employed.

In this regard, the social goal can be defined as improving the quality of life of
representatives of these target groups. Let's consider the most common ways to achieve these goals
in the context of social entrepreneurship:
 Labour integration activities: the social enterprise is created to provide employment opportunities
to those groups of society that have limited opportunities to find work in the labour market.

* Provision of social, health or other services: A social enterprise provides various services with
the aim of improving a particular aspect of a person's life or the quality of his life in general.

* Product production: a social enterprise produces special products for a specific target group to
solve or improve a specific aspect of their lives. For example, the social enterprise HOPP produces
specially adapted tricycles for people with mobility impairments[5].

 Providing material and other assistance to those in need: social enterprises that operate in
traditional business sectors but do so with the aim of helping specific target groups use their profits.
For example, the TUVU charity shop sells used goods to help local families in need[6].

Social security systems must address a range of other challenges related to benefit
adequacy, financial sustainability and, in some parts of the European region, the extension of
coverage and the covering of unexpected costs.

Informal employment, poverty, and inequality continue to plague the lives of vulnerable
groups in the region, including women, migrants, youth, and the elderly. Additional challenges
arise from globalization, population aging, climate change, technological advances, and new
forms of work organization.

SECINAJUMI. CONCLUSIONS

Social entrepreneurship is critically important for the state, as it solves acute social
problems (unemployment, poverty, ecology) through a business model, relieving the burden on the
budget, creating jobs, integrating vulnerable groups and stimulating economic
development.Moreover, the joint venture is not just a charity, but a self-sustaining business that
receives government support for public benefit.

Latvia, like other Baltic countries, is actively integrating into the European support system,
based on common principles.

Key areas: elderly care, inclusive education, integration of vulnerable groups, support for local
communities, and development of local products (agricultural and social enterprises).

Support: Government programs, grants from the Foundation for Social Integration (FSI),
participation in European social economy projects, and cooperative development.
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Focus: Addressing demographic issues, integrating the Russian-speaking population, and
developing rural areas through social enterprises.

Thus, trends are moving away from the provision of basic services towards more complex,

innovative solutions, where social entrepreneurship is becoming a key element of sustainable
development within the framework of European social economy policy.
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ABSTRACT

This paper will consider the impact of social media influencers on the decision-making of tourists visiting Sri
Lanka. To fill in some of the gaps in the local empirical evidence, it examines the functions of credibility of sources,
content quality, and perceived authenticity through a mixed-method strategy. The results indicate that authenticity is
the best predictor, and influencer marketing affects the decisions of tourists greatly, which will provide new knowledge
of enhancing the tourism promotion of Sri Lanka.

Keywords: Social media influencers, tourist destination choice, authencity, source creditability, content quaity,
Sri Lanka tourism

INTRODUCTION

Tourism is the act of people leaving their normal surroundings to take pleasure, conduct
business, or any other activity, and in the process, travellers need to make various choices during
the planning process [4]. As the world gets globalized and digital communication continues to grow
and improve, the destination choice on the one hand has started to change and move away to the
social media platform where influencers are becoming more and more relevant in forming the
perception of the destination. Social media influencers have become influential in marketing places
in a destination that is characterized by cultural diversity and nature in Sri Lanka through the use
of visual content, experience narration and real time interaction. Their perceived genuineness,
trustworthiness, and content level are currently becoming important factors that affect the decision-
making of the tourists.

Research question

How do social media influencers affect tourist destination choices in Sri Lanka’s tourism
industry?

Research aim

To examine hoe social media influencers shaoe tourist destination choices within Sri Lanka’s
tourisum industry.

Although influencer marketing is a common practice in global tourism, there is scanty
empirical evidence to describe how influencers can specifically influence destination choice in Sri
Lanka. This paper will thus analyze how the credibility of the source of influence, the quality of
influence generated by the influencer, and the perceived authenticity of the influencer affects the
destination choice of tourists. The mixed-method research design is used (a structured
questionnaire survey and semi-structured expert interviews). The relationships between the
variables are measured through quantitative techniques, whereas qualitative insights put the
industry practices into perspective. This is because this integrated approach can give a holistic view
of the influence of influencer marketing on tourist behaviour in Sri Lanka.
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BASIC THEORETICAL AND PRACTICAL PROVISION

The concept of influencer marketing has its foundation on a number of theoretical viewpoints
relating to how the online personalities influence the tourism behaviour. According to the Source
Credibility Theory, the persuasiveness of the message is based on the trustworthiness, expertise
and attractiveness of the communication [2]. Social media influencers tend to perform well in these
dimensions in the digital world and hence their travel opinions can affect destination perceptions
and alleviate uncertainty [1]. This is in line with the Electronic Word-of-Mouth (eWOM) Theory
that emphasizes the effectiveness of peer-created information in influencing consumer judgments
[3]. A combination of these theories explains the reason influencer-created content, namely, visual
storytelling, experiential narratives, and real-time interactions, became a core part of tourism
decision-making.

Following international best practices, destinations like Iceland, Thailand, and New Zealand
have proven that they can utilize influencers in long-term partnerships that they structure and
maintain with the help of performance analytics. They are based on authenticity, sustainability, and
niche-market focus, and they tend to incorporate influencers into cultural immersion programs and
community-based tourism [4]. Leading in terms of influencer marketing, the countries usually have
national strategies coordinated, guidelines on the content, and evaluation structures based on data
to determine the reach, engagement, and conversion. The figure 1 shows the theoretical underpings
of influencer maketing in tourism

Source Electronic Social
Credibility Word-of-Mouth Influence
Theory Theory
| |
: WV -

Influencer
Marketing
— ; o

Visual Experiential Real-Time
Storytelling Narratives Engagement
| |
; v .

Tourism
Behavior

Figure 1.1 Theoretical underpings of influencer maketing in tourisum

The tourism sector of Sri Lanka has been growing at a very high pace due to the variety of
cultural, natural and wellness tourism attractions. Although digital marketing is an important part
of nationwide promotion, the involvement of influencers is mostly disorganized and driven by
activities of the private sector and no national tactics [6]. However, influencers have been of great
impact in the global image of Sri Lanka through features of places like Ella, Galle, Sigiriya, and
new eco-tourism locations. The beautiful landmarks of the country and low cost make it especially
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attractive to influencer-created content, even though there are still difficulties, such as the absence
of official guidelines on partnership and insufficient control tools. By improving the collaboration
of the influencers by using structured and data-driven measures, it is possible to make Sri Lanka
more competitive and align its promotional activities with the international best practices.

RESEARCH RESULTS AND THEIR EVALUATION
This part outlines the findings of a multiple regression analysis, which has been performed
to understand the impact of source credibility, content quality created by the influencer, and the
authenticity of social media influencers on choice of destination among tourists in Sri Lanka. The
tabble 1.1 shows the model summary.

Table 1.1. Model summary

Model Summary

Adjusted R Std. Error of
Madel R R Square Square the Estimate
1 855 731 727 42605

a. Predictors: (Constant), Perceived Authenticity of Social
Media Influencers , Quality of influencer-generated content
, Source Creditability of Social media influencers

According to the model summary, the regression model has good explanatory power with a
value of R of 0.855 which was a good positive relationship between influencer-related factors and
tourist destination choice in Sri Lanka. The R Square value stands at 0.731 which implies that
perceived authenticity, source credibility and quality of the content explain 73.1 out of every 100
variation in destination choice. The R Square of 0.727 is adjusted to indicate the reliability of the
model when the sample size and predictors were taken into account. The standard error of 0.42605
is fairly representative of the good fit which shows that the model can be used effectively to predict
tourist destination choice. The table 1.2 shows the ANOVA table

Table 1.2. ANOVA table

ANOVA®
Sum of
Model Squares df Mean Square F Sig.
1 Regression 121.086 3 40.362 222.355 .ooo®
Residual 44 654 246 182
Total 165.740 248
a. Dependent Variable: Tourist destination choice in Sri Lanka
b. Predictors: (Constant), Perceived Authenticity of Social Media Influencers , Quality of
influencer -generated content, Source Creditability of Social media influencers

According to the ANOVA table, the regression model is statistically significant in tourist
destination choice in Sri Lanka. The sum of squares of the regression is 121.086 which is by far
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larger than the sum of squares of the residuals (44.654) and this means that the independent
variables are representing a vast majority of the variation in the dependent variable. The F-value
of 222.355 is quite high, and the significance level (p =.000) shows that the model is very reliable.
It implies that the source credibility, influencer-generated content perceived to be authentic and
quality have a profound influence on the choice of a tourist destination. Therefore, tourist behaviour
is strongly predicted by the model. The table 1.3 shows the Coefficient table

Table 1.3 Coefficients table

Coefficients®

Standardized
Unstandardized Coefficients Coefficients
Model B Std. Error Beta t Sig
1 (Constant) 145 115 1.254 211
Source Creditability of 255 061 245 4.196 .000
Social media influencers
Quality of influencer - 222 060 .208 371 000
generated content
Perceived Authenticity of 472 058 470 8.105 .000

Social Media Influencers

a. Dependent Variable: Tourist destination choice in Sri Lanka

According to the coefficients table, all the three independent variables are significant
predictors of tourist destination choice in Sri Lanka. The most significant impact is perceived
authenticity (b = 0.470, p =. 000), meaning that the tourists are the most affected by the influencers
who seem authentic and reliable. There is also a strong positive effect of source credibility (b =
0.245, p = .000) i.e. reliable and knowledgeable influencers have a positive effect on destination
appeal. The quality of the content created by the influencer also has a significant impact (b = 0.208,
p = .000) and indicates that good-looking, informative, and well-made materials stimulate the
interest of the tourists. The constant is not material and predictors are explanatory.

On the whole, the results have explicitly shown that social media influencers have a
significant role to play in influencing tourist destination selection in Sri Lanka. Authenticity was
found to be the most significant aspect and the most persuasive aspect was when an influencer
appeared to be genuine and personally attached to the objects he or she is promoting. The role of
credibility and the quality of the content also play an important role in the process of making
decisions by tourists, which proves that reliable influencers and attractive content make
destinations more attractive. A combination of these variables can account more than 70 percent
of the difference in tourist preferences, which means that influencer marketing is a very useful
technique to the tourism sector in Sri Lanka.

CONCLUSION

The research comes up with the conclusion that the role of social media influencers in tourist
destination decision making among tourists in the tourism sector in Sri Lanka is very significant.
The findings show that perceived authenticity is the most powerful element in influencing the
decision-making of tourists, meaning that the traveller is highly influenced by an influencer who
sounds authentic, relatable, and transparent in what he or she shares. Credibility of source and
content created by the influencer also contribute to destination attraction in a large scale, which
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also supports the significance of trust, expertise and visually attractive information to influence
perceptions of tourists. These variables in combination cover over 70 percent of the variance in the
tourist destination choice, which underscores the strength of influencer marketing as a market
promotional tool in the tourism sector in Sri Lanka.

On these findings, the study suggests that Sri Lanka should be more systematic in its
influencer marketing approach at the national level. Tourism officials are supposed to engage
reputed and genuine influencers, develop effective partnership policies, and apply performance
analytics to determine the extent of participation and marketing results. By promoting the
influencers to focus on cultural immersion and sustainable tourism, Sri Lanka may reinforce its
brand image in the world.

There are however a number of limitations. The research is based on self-report information,
and there might be bias in response. The sample is also restricted to a definite period of time and
the group of tourists, which minimizes the generalizability. Further studies are recommended to
utilize larger samples, longitudinal study designs and comparisons of the different types and
markets of influencers.
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ABSTRACT

This article examines how the internet reshaped business after COVID-19. It explores key changes that occurred
when traditional businesses moved online and how new habits and work routines formed. The paper also highlights
challenges that slowed this shift and the opportunities that appeared. Overall, it shows how the pandemic accelerated
e-business and how online growth can be sustained.

Research tasks:

1. toanalyze the impact of COVID-19 on the transformation of traditional businesses into e-business;

2. tocharacterize the main changes in business models and work practices in the digital environment;

3. tocharacterize the challenges and opportunities of e-business development in the post-COVID period;

4.  to characterize possible risks in the use of Artificial Intelligence in the study process.

Keywords: e-business, COVID-19, strategic analysis, strategies, sustainability
ANOTACIJA

Sis raksts apliiko, ka internets pgc COVID-19 pandémijas izmainija uznéméjdarbibu. Tas analizé galvenas
parmainas, kas notika, kad tradicionalie uznémumi pargaja uz tieSsaistes vidi, un ka veidojas jauni ieradumi un darba
rutinas. Raksta arT izceltas griitibas, kas palénindja So pareju, ka ar7 iespgjas, kas radas. Kopuma tas parada, ka
pandémija paatrinaja e-biznesa attistibu un ka iesp&jams nodrosinat ilgtspgjigu izaugsmi tiessaiste.

Pétfjuma uzdevumi:

1. analizét COVID-19 ietekmi uz tradicionalo uznémumu transformaciju uz e-biznesu;

2.  raksturot galvenas izmainas biznesa modelos un darba praksgs digitalaja vidg;

3. raksturot e-biznesa attistibas izaicinajumus un iespgjas peéc COVID-19 perioda;

4.  raksturot iespgjamos riskus Maksliga intelekta izmantosana studiju procesa.

Atslegvardi: e-komercija, COVID-19, stratégiska analize, stratgijas, ilgtsp&jiba
INTRODUCTION

The rapid development of digital technologies and the major lifestyle changes caused by the
COVID-19 pandemic have reshaped how businesses operate worldwide. Traditional companies
shifted to online platforms faster than ever before, creating new opportunities but also raising
serious challenges for long-term e-business sustainability. This makes it important to understand
how habits, employment patterns, and consumer behavior influence digital business growth in the
post-pandemic environment.

This Paper examines the problem many online businesses face in maintaining
competitiveness and service quality after the pandemic-driven digital shift. The topic is relevant
today because dependence on digital platforms continues to grow, competition is increasing, and
businesses must adapt to remain sustainable. The goal of this Research is to analyses how the
pandemic changed business operations, identify the challenges that emerged, and explore strategies
that can help e-businesses remain stable and scalable. The design of the paper follows the planned
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structure by reviewing the role of habits and employment, analyzing lifestyle-based opportunities,
evaluating post-pandemic challenges, and presenting practical strategies for sustaining online
businesses.

The research method used is a descriptive and analytical review based on observable trends
and organized thematic analysis.

The Role of Habits and Employment in Driving the Growth of Online Businesses

The COVID-19 pandemic was an event that changed how the world operated in the past two
decades. This shutdown brought a major shift in how people live, work, and even how they spend
money. Daily habits that once required physical presence rapidly moved to digital platforms.
Activities such as shopping, communicating, learning, working, and entertainment became
available only online.

As a result, employment and job patterns changed as well. During the pandemic, many
companies adapted to remote work by relying on online communication tools. Meetings and team
sessions were held through programs such as Zoom and Google Meet. This showed employees and
employers that an office is not always required to maintain productivity and sustainability. As
remote work became more casual, many people began freelancing. This led to the rise of new small
businesses. Entrepreneurship became easier through online opportunities, further expanding the e-
business sector.

All these factors gave existing businesses two choices: close or adapt. Shops, restaurants, and
service providers especially faced this decision immediately. By introducing delivery options and
online ordering, many businesses were able to maintain sustainable income. Those who adapted
early grew successfully and created a trustworthy path for other small e-businesses to follow.

In summary, the growth of e-business during and after the pandemic was driven by long-
lasting lifestyle and employment changes. People learned to rely on the safety and efficiency of
online business. The habits formed during the pandemic will remain part of the economy, and those
who use these new opportunities will continue to rise and adapt.

Lifestyle Changes and the Emergence of Opportunities for E-Business

The COVID-19 pandemic not only changed how people work but also how they spend their
free time and interacts with services. When lockdowns occurred worldwide, the majority of
consumers became increasingly dependent on online platforms for shopping, entertainment, and
communication, which previously relied on face-to-face interactions. These changes laid the
groundwork for a new “normal” of life, driven by convenience, speed, and connectivity. A
systematic review shows that online shopping surged for essential goods, mobile commerce
became more common, and consumers prioritized delivery speed and personalization more than
before the pandemic (Afonso, Carneiro & Azevedo, 2024).

As these lifestyle changes became more common, e-businesses seized new opportunities.
Buyers began to demand not just basic access, but personalized and reliable platforms and services.
Subscription models, home-delivery services, and virtual consultations expanded rapidly to meet
this demand. The Research suggests that consumer behavioral patterns developed during the
pandemic will likely persist; offering entrepreneurs room to innovate in targeted digital markets
(Ivascu, Domil, Artene, Bogdan & Burca, 2022).

Customer expectations also shifted dramatically around safety, trust, and service quality.
Online retailers that adapted by implementing secure payment methods, real-time customer
support, and high-security protocols gained a competitive edge. In addition, many businesses
offered assurances such as virtual reservations, contactless delivery, and chat support before and
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after purchases. Survey-based research during the pandemic highlights that information availability
and time-saving became among the most important factors influencing customer satisfaction
(llieva, Yankova, Klisarova & Dzhabarova, 2022).

In short, pandemic-driven shifts in daily life created a solid foundation for e-business growth.
Reliance on digital platforms and the comfort of online interactions have become long-lasting
habits. Entrepreneurs who understand and respond to these changes and needs can build adaptable,
customer-centered online businesses. These developments suggest that the rise of e-business was
not a temporary reaction but a long-term transformation in our digital lives.

Challenges in Sustaining E-Business in the Post-Pandemic Era

The rapid expansion of e-business during and after the COVID-19 pandemic created new
opportunities, but also introduced significant challenges. Competition increased rapidly, making it
necessary for businesses to differentiate through a strong digital presence, reliable service, and
efficient operations. Maintaining customer trust and building long-term relationships became
critical for sustaining business growth.

Security and privacy emerged as key concerns. Online platforms exposed businesses to
cyber-attacks, data breaches, and fraud. Protecting sensitive customer information is essential to
prevent financial and reputational losses. Companies must implement effective cyber security
measures and transparent privacy policies to maintain credibility (Kshetri, 2021).

Meeting evolving customer expectations also became more demanding. Standards rose,
requiring businesses to continually improve operational efficiency, platform functionality, and
service quality. Technological advancements, including mobile commerce, Al-driven
personalization, and subscription models, are essential tools for staying competitive (Laudon &
Traver, 2021).

The combination of rising customer expectations, rapid technological change and increased
competition makes sustaining e-business challenging. Companies that adopt structured strategies,
focus on security, and continuously improve service delivery are better positioned to maintain
profitability and brand growth in the post-pandemic market.

Strategies and Future Outlook for Sustainable E-Business Development

As digital activity continues to expand in the post-pandemic era, e-businesses must adopt
effective strategies to maintain sustainability and support long-term growth. Strengthening
customer trust remains a core priority. This requires investment in secure digital environments,
strong data protection practices, and reliable service platforms. Clear privacy standards and
continuous improvements in cybersecurity create a stable foundation for trustworthy online
relationships.

Equally important is the ability to deliver high-quality service in a fast-growing and
competitive digital environment. Daily technological changes and rising consumer expectations
place significant pressure on businesses to perform better. To remain competitive, companies must
integrate modern communication tools, updated data analytics, and smoother platform interfaces.
These improvements allow businesses to respond more quickly and accurately to customer needs,
which enhances satisfaction, loyalty, and long-term stability.

In summary, the development of e-business after the pandemic shows that digital
transformation is not a temporary reaction but a fundamental shift in the global market. Businesses
that invest in security, strong user experience, high service quality, and flexible adaptation to new
digital conditions continue to grow in this evolving environment. Combined strategic planning and
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continuous innovation shape the foundation for sustainable e-business activity now and in the
future.

RESEARCH RESULTS AND THEIR EVALUATION

The Author of the Research has achieved the Aim of the Research, has fulfilled the Tasks
arising from the Aim of the Research, and has investigated the Research Problem. The Author of
the Research provides conclusions and proposals arising from the conclusions.

CONCLUSIONS AND PROPOSALS

1.  The Research demonstrates that as digital activity continues to expand in the post-pandemic
era, e-business sustainability depends on the adoption of effective long-term strategies.
Strengthening customer trust is a key conclusion of this study and requires continuous
investment in secure digital infrastructures, strong data protection practices, and reliable
online service platforms. Clear privacy policies and ongoing improvements in cyber-security
were identified as essential components for maintaining trustworthy relationships between
businesses and customers.

2. Furthermore, the findings show that maintaining high service quality in an increasingly
competitive digital environment presents a major challenge for e-businesses. Rapid
technological development and rising consumer expectations place constant pressure on
companies to improve operational efficiency. The integration of modern communication
tools, advanced data analytics, and user-friendly digital platforms allows businesses to
respond more accurately to customer needs, increasing satisfaction, loyalty, and overall
market stability.

3. Inconclusion, the study confirms that the growth of e-business after COVID-19 represents a
permanent transformation rather than a temporary response to crisis conditions. Businesses
that prioritize security, customer experience, service quality, and adaptability are more
capable of achieving sustainable growth. Strategic planning combined with continuous
innovation forms the foundation for resilient e-business development in the post-pandemic
digital economy.

4.  Based on the findings of the Research, it is proposed that e-businesses place greater emphasis
on continuous digital skills development and employee training. Strengthening digital
competencies, cyber-security awareness, and the practical use of modern technologies
supports faster adaptation to technological change, reduces operational risks, and contributes
to maintaining long-term competitiveness in the post-pandemic digital environment.

5. Furthermore, it is proposed that e-businesses apply a structured and responsible approach to
the use of Artificial Intelligence in both business operations and the study process.
Establishing clear guidelines, ensuring transparency, and maintaining human oversight can
minimize potential risks, support ethical standards, and enhance the quality and sustainability
of digital business development.
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ABSTRACT

The article assesses state support for business digitalization in Latvia. The study addresses the problem of a
significant mismatch between demand for digitalization funding and available resources. The novelty lies in analyzing
key indicators of the Latvian Investment and Development Agency program. The results reveal high competition
among applicants, funding shortages, and the need to improve support mechanisms.

Keywords: artificial-intelligence, business-automatization, digital-transformation, grants, Latvia
INTRODUCTION

Digital transformation has become a key driver of productivity growth and a fundamental
prerequisite for innovation in the emerging digital economy. Countries that continue to invest in
digitalization and automation demonstrate higher resilience and competitiveness [2].

The growing importance of information and communication technologies is further
evidenced by OECD data, which show that between 2011 and 2021 the ICT sector in OECD
countries expanded almost three times faster than the overall economy. This trend highlights the
substantial contribution of digitalization to economic growth [6].

For Latvia, the issue of digital transformation is particularly relevant. Despite positive
developments in recent years, the digital maturity of enterprises remains uneven, and the
modernization of business processes requires considerable investment. State support therefore
plays a crucial role, especially for small and medium-sized enterprises, for which access to
financing is a key factor enabling the adoption of advanced technologies. Previous research
demonstrates that a significant share of Latvian small and medium-sized enterprises (SMES) view
state grants and support programs as the most reliable source for technological development and
business modernization [7].

Against this background, the digitalization support programs implemented by the Latvian
Investment and Development Agency (LIAA) constitute an essential instrument of national policy
aimed at facilitating the digital transformation of enterprises. This study focuses on evaluating the
content of these programs and analysing their actual outcomes in 2024-2025, with particular
attention to the significant mismatch between the high demand for digitalization funding and the
limited financial resources available.

The study applies a descriptive analysis of official LIAA program data, focusing on funding
volumes, application dynamics and approval indicators for the period 2024-2025.

BASIC THEORETICAL AND PRACTICAL PROVISION

Numerous studies emphasize that the capacity to adopt advanced digital tools and automated
systems enables countries to enhance productivity, reduce operational inefficiencies, and
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strengthen long-term competitiveness. Kraus et al. highlight that digital transformation forms an
essential component of modern management and innovation models, shaping the ability of
enterprises to remain resilient in rapidly evolving markets [2].

The growing global importance of digitalization is further reflected in the performance of
ICT sectors. According to OECD assessments, the ICT sector in OECD member states expanded
almost three times faster than the total economy between 2011 and 2021, confirming the increasing
contribution of digital technologies to macroeconomic growth [6].

Multiple studies using the Digital Economy and Society Index (DESI) and its international
counterpart (I-DESI) show a strong, positive relationship between digital adoption and economic
modernization. Higher DESI/I-DESI scores are significantly associated with increased GDP per
capita, improved productivity, and accelerated digital transformation in both EU and non-EU
countries [1].

In Latvia, similar tendencies are evident. Digital transformation has become a national policy
priority because of its direct influence on enterprise productivity, innovation capacity and
competitiveness in international markets. Government institutions, including LIAA and the
Ministry of Economics, have expanded access to support instruments that promote the adoption of
digital solutions and artificial intelligence tools.

A significant development occurred in 2025, when the national digitalization support
program was expanded to include not only conventional grants for the implementation of digital
tools but also targeted funding for artificial intelligence solutions. The objectives and scope of the
program are detailed in the official guidance published by LIAA, which outlines the eligibility
criteria, co-financing requirements, and supported technological pathways [3].

Practical evidence demonstrates the measurable impact of these initiatives. The company
Zippy Vision successfully deployed an Al-based system for automated wood-cutting optimisation,
achieving an 8% improvement in raw material utilisation. Similarly, AMATI Projekts developed a
digital platform that streamlined administrative workflows and accelerated client communication,
illustrating the operational benefits of digital modernization [4].

During the application period from 21 July to 7 November 2025, the volume of submitted
applications far exceeded the available budget. Official data show that the program reached its
planned funding limit, leading to the closure of the application process ahead of schedule. This
situation illustrates the increasing urgency of digital transformation, as well as the challenges
associated with limited public financing [5].

An important improvement introduced in the most recent version of the program was the
elimination of the requirement for enterprises to submit a digital maturity roadmap. This
simplification reduced administrative burdens and facilitated greater participation by small and
medium-sized enterprises, which often face higher barriers to formal documentation and strategic
planning.

RESEARCH RESULTS AND THEIR EVALUATION

This section presents the empirical results of the assessment of Latvia’s digitalization support
program implemented by LIAA. The analysis is based on official program data for the period 2024-
2025, including application volumes, funding allocation, grant structure, and approval rates.

According to official statistics, the overall demand for support significantly exceeded the
budgetary capacity of the program. During the application period from 21 July to 7 November
2025, enterprises submitted 857 applications, requesting a total of 20.9 million euros, while the
available budget amounted to 18.55 million euros. As a result, only 375 projects received approval,
with a total of 8 million euros awarded in grants. These figures clearly indicate a substantial
mismatch between enterprise needs and the program’s financial limits [5].
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Table 2. Key statistical indicators of the “Support for the Digitalization of Business
Processes” program (Latvia, 2024-2025)

Indicator Value
Allocated budget 18.55 million €
Funding requested in applications 20.9 million €
Applications submitted 857
Approved projects 375
Awarded support 8 million €
Digitalization grant up to 10,000 €
Al solutions grant up to 200,000 €
Co-financing rate 30-50%
Program closed 07.11.2025

Source: LIAA digitalizacijas grantu programma sasniedz planoto finanseéjuma apjomu;
pieteikumu pienemsana noslégusies (Business.gov.lv)

The data demonstrate that the support program generated exceptionally high interest from
enterprises, resulting in the rapid exhaustion of available funding and the early closure of the
application process. Another important finding relates to the differentiated co-financing
requirements depending on enterprise size. Small enterprises could receive up to 50% of eligible
costs, while medium-sized enterprises qualified for 40%, and large companies — 30%. This
structure aligns with European Union principles on balancing public support and enterprise risk,
but it simultaneously creates unequal access conditions, particularly for medium-sized companies,
which often require substantial investment to advance their digital maturity [5].

The program revision introduced an administrative simplification: the elimination of the
requirement to provide a digital maturity roadmap. This change substantially reduced bureaucratic
barriers, enabling broader SME participation. The simplified requirements contributed to the
increase in application numbers but also intensified competition for limited funding.
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CONCLUSION

The analysis shows that Latvia has made visible progress in supporting the digital
transformation of enterprises. At the same time, the results reveal a clear imbalance between the
high demand for digitalization funding and the limited financial resources available. The rapid
exhaustion of the budget and the large number of applications confirm that enterprises are ready to
invest in technological development but encounter structural constraints.

The assessment of program indicators demonstrates that although LIAA provides several
effective support instruments, including grants for digitalization and Al solutions, only part of the
potential projects can be implemented within the current budget. The approval of 375 projects
highlights both the value of these instruments and the scale of unmet demand.

The differentiated co-financing system, which ranges from 30 to 50 percent depending on
enterprise size, corresponds to European practices, yet may restrict the possibilities of medium
sized companies that need substantial investments to achieve higher digital maturity. The removal
of the digital maturity roadmap requirement has reduced administrative barriers for SMEs but has
also intensified competition for limited funding.

The findings indicate the need to expand financial capacity, diversify support instruments
with a stronger focus on Al adoption and ensure more balanced access conditions for enterprises
of different sizes. Strengthening these elements would help accelerate Latvia’s digital
transformation and increase the competitiveness of its business sector.
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ABSTRACT

The study examines project-based learning and its role in the educational process. The problem is the limited
integration of practical tasks into traditional curricula, which restricts applying theory in practice. Novelty lies in
analyzing cooperation between universities and civil organizations, such as Noosphere Engineering School, expanding
opportunities for innovative projects. Findings show project work boosts creativity, communication, teamwork,
responsibility, and overall effectiveness.

Keywords: project-based learning, cooperation, civil organizations, innovative projects, effectiveness
INTRODUCTION

Nowadays, cooperation between universities and public organizations, businesses, and
innovative structures is becoming particularly relevant. Such interaction makes the learning
process more effective, adaptive, and in line with current trends. It promotes the integration of
theoretical knowledge with practical skills and develops students' ability to work on real projects.
An example of a successful model of such cooperation is the Noosphere Engineering School, which
combines the process of classical university education with the practice of engineering
development and innovative entrepreneurship. According to this partnership, students have the
opportunity to implement their own projects, use modern equipment, work in a team, and develop
creativity, communication, and accountability skills. This allows them to go beyond the traditional
educational model and creates conditions for the formation of competitive specialists capable of
operating effectively in a rapidly changing economic and social environment.

BASIC THEORETICAL AND PRACTICAL PROVISION

The theoretical foundations for integrating student project work into the educational process
are based on the concept of combining learning with practical activities, which allows students to
apply the knowledge they have acquired to solve real professional problems. This model of
education has developed thanks to cooperation between universities and public organizations,
business structures, and innovative environments. Practical support is provided through various
incubation and acceleration programs that create conditions for the development of student
startups, engineering projects, and social initiatives. Such programs contribute to the formation of
teamwork, communication, and accountability skills, and also allow students to go beyond the
traditional educational model and gain experience working with mentors, investors, and business
representatives.

RESEARCH RESULTS

Noosphere Engineering School (NES) [1] is a network of scientific and technical laboratories
established at Ukrainian universities with the support of the Noosphere Association, a non-
governmental organization [2]. Its mission is to combine education, science, and business to
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develop innovative student projects, and its vision is to create an environment where young
engineers and scientists can realize their ideas and create world-class products. NES's vision is to
create an innovative ecosystem where universities, public organizations, and businesses work
together to develop engineering startups. This environment should become a platform for training
competitive specialists capable of operating in a global economy and technological change. The
mission of Noosphere Engineering School is to integrate education and science into business, create
conditions for the development of student innovation projects, and support young professionals in
realizing their ideas. The organization strives to provide access to resources, mentoring support,
and expert knowledge so that students can turn their concepts into real products.

Organization goals:

To support student projects and creating conditions for their implementation.

— To develop innovative entrepreneurship through incubation and acceleration programs.

— To form practical skills in students: teamwork, communication, responsibility for
results.

— To strength cooperation between universities and business, allowing the educational
process to be integrated into real economic practices.

— To promote the development of engineering startups and bringing Ukrainian projects
to the international level.

Noosphere Engineering School is an example of how cooperation between universities,
non-governmental organizations, and businesses can make education more effective and modern.
It allows students not only to acquire theoretical knowledge but also to apply it in practical
situations, which is in line with current trends in education and the labor market.

As part of the implementation of innovative projects by Ukrainian students, young
researchers, engineers, and entrepreneurs, Noosphere Engineering School provides a range of free
resources aimed at supporting original initiatives. In particular, participants receive access to:
qualified mentoring support and consultations from technical experts; modern scientific and
technical laboratories located at universities; equipment necessary for creating prototypes and
minimum viable products (MVP); assistance in preparing grant applications to attract funding. This
approach promotes the development of practical skills, engineering thinking, and the
implementation of student projects in a real-world environment that meets modern requirements
for the quality of the educational process and professional training.

Noosphere Engineering School focuses on supporting student and youth projects in key
areas of engineering that are in line with global trends in technology development. The priority
areas are:

— Robotics, electronics, and the Internet of Things (IoT) — creation of intelligent control
systems, automation of production processes, and development of smart devices;

— Big data processing, storage, and transmission systems — development of Big Data
technologies that enable effective analytics and management decision-making;

— Alternative energy sources and environmental engineering — search for innovative
solutions for sustainable development and reduction of negative impact on the environment;

— Gaming platforms — development of interactive environments that combine engineering
and creative competencies;

— Innovative archaeology — application of modern engineering methods for research and
preservation of cultural heritage;

— Efficient use of natural resources — optimization of extraction and processing
technologies to preserve the ecological balance;

— New materials — creation of innovative composites and nanomaterials for industry and
science;
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— Space research and technology — development of systems for space exploration and the
development of the aerospace industry.

The main advantages of Noosphere Engineering School over traditional accelerators and
incubators are free access to resources for students and mentors, educational integration, focus on
student projects and skills development, and the creation of an innovative ecosystem that brings
together universities, non-governmental organizations, and businesses (Table 1).

Table 1
The advantages of Noosphere Engineering School over traditional accelerators and
incubators
Advantage Features
Noosphere Engineering School operates as a network of laboratories based
Integration with | at higher education institutions in Ukraine. Students can combine their
Universities studies with practical activities directly at their university. Traditional

accelerators and incubators usually exist separately from educational
institutions and are not so closely integrated with academic programs.

Free access to
resources

Noosphere Engineering School participants receive free use of modern
equipment, laboratories, and support from mentors and technical experts.
Traditional accelerators often operate on a commercial basis: they may
require a stake in the startup, financial contributions, or investments.

Focus on student

Noosphere Engineering School focuses on innovative ideas from students
and original projects from young engineers and scientists. Traditional

and youth .
you accelerators are more oriented toward mature startups that already have a
projects . . .
business model and are looking for investment.
Educational Noosphere Engineering School not only helps create prototypes or MVPs,
mission and but also develops students' teamwork, creative thinking, responsibility, and
competence entrepreneurial skills. Traditional accelerators focus on rapid business
development scaling and market entry rather than education.

A wide range of
engineering fields

Noosphere Engineering School supports projects in robotics, [oT, Big Data,
alternative energy, space technology, new materials, and more. This creates
a multidisciplinary environment that goes beyond the narrow business
focus of accelerators.

CONCLUSIONS

The research highlights the essential role of project-based learning in modern higher
education. The problem of insufficient practice-oriented approaches was addressed through the
examination of cooperation between universities and civil organizations, such as Noosphere
Engineering School, which represents a novel model of educational partnership. project work
enhances creativity, communication, teamwork, and responsibility, while also fostering
entrepreneurial thinking and organizational competence.
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ABSTRACT

This study examines how corporate sustainability commitments are integrated into organisational practice
within a multinational digital services firm, focusing on TELUS Digital’s operations in Riga, Latvia, officially
registered as CCC Riga Digital Services SIA. The research was conducted in early 2025 using a documentary single-
case design and publicly available sources, including TELUS Digital’s Sustainability and ESG Report 2024, the
TELUS ESG Data Sheet 2024, and official disclosures published by TELUS Corporation, complemented by business
registry data from Lursoft. The analysis reconstructs TELUS Digital’s environmental, social and governance
framework, which encompasses carbon-neutral operations, renewable energy transition, inclusive workforce policies,
community volunteering programs and ethical Al governance, and evaluates how these global commitments are
reflected in the practices of its Riga subsidiary. Evidence from corporate reports and open-source materials shows
alignment between its sustainability strategy and local organisational behaviour, particularly in human resources,
diversity, workplace ethics and transparency practices. Due to the absence of disaggregated ESG indicators at the
branch level, the study does not infer causality but rather provides an alignment-based assessment of implementation
consistency. The findings contribute to understanding how large digital-service multinationals operationalise
sustainability principles within regional contexts and suggest directions for future research, including qualitative
interviews, targeted data requests, and employee perception surveys aimed at evaluating the effectiveness of ESG
integration within TELUS Digital’s European operations.

Keywords: ESG, Baltic region, performance, sustainability, TELUS Digital

IEVADS. INTRODUCTION

Over the past two decades, the concept of corporate sustainability has evolved from a
voluntary add-on in corporate communication into a strategically embedded system that shapes
competitiveness, investor relations and long-term value creation [2,4]. Under growing regulatory
and stakeholder pressure, companies are increasingly expected to align their internal governance
and disclosure practices with the United Nations Sustainable Development Goals and with the
European Union’s Corporate Sustainability Reporting Directive, which requires transparent
reporting on environmental, social and governance performance [3,15]. For digital service firms,
sustainability is less about physical production and more about the efficiency of data infrastructure,
energy use, employee well-being, responsible use of artificial intelligence and digital inclusion.
Recent research shows that firms which integrate ESG priorities into core strategy and risk
management tend to strengthen resilience, reputation and financial performance, especially in
knowledge-intensive sectors [6,7]. TELUS Digital, a business unit within TELUS Corporation,
represents a relevant empirical case, as it frames sustainability not only as a reporting obligation
but as part of its digital service model, governance architecture and internal culture [12,13].
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This paper focuses on TELUS Digital’s operation in Riga, Latvia, officially registered as
CCC Riga Digital Services SIA, in order to examine how global ESG commitments are translated
into local organisational practice[10] TELUS Corporation’s recent sustainability reports highlight
a reduction in Scope 1 and 2 greenhouse gas emissions of about 38 percent between 2019 and 2024,
a corporate target of sourcing 100 percent renewable electricity by 2025, and initiatives related to
device recycling and responsible e-waste management [12,13,14] TELUS Digital’s 2024 ESG
disclosures add further detail on the social and governance dimensions of this model, including
more than 1.5 million hours of employee volunteering, over 200 projects aimed at digital inclusion,
and the implementation of the Work Styles programme designed to support hybrid work, inclusion
and employee health in digital operations[13]. Together, these elements suggest a sustainability
approach that is integrated into business processes rather than treated as a separate corporate
function.

The Riga based subsidiary CCC Riga Digital Services SIA functions as a regional digital
operations hub within TELUS International’s European network, providing multilingual customer
support, data annotation and IT process services. According to the Latvian business registry, the
company employed approximately 377 people in 2023 and generated around 12.6 million euros in
annual turnover, maintaining stable growth in a period of global uncertainty [10] This makes the
Riga branch a suitable setting for analysing how a global ESG framework is enacted in a smaller
European subsidiary that operates under both corporate level policies and European regulatory
expectations.

The central research question of this study is how TELUS Digital’s ESG initiatives are
reflected in the organisational practices and performance of its subsidiary. To address this question,
the paper pursues four interrelated objectives. First, it identifies and classifies TELUS Digital’s
main ESG priorities as presented in the 2023 and 2024 sustainability reports [12,13]. Second, it
traces how these priorities are translated into observable indicators at the level of the Riga
subsidiary, including workforce composition, governance mechanisms and community
engagement [10]. Third, it evaluates the degree of alignment between the corporate ESG
framework and local organisational behaviours, taking into account European reporting obligations
and current debates on the financial relevance of ESG integration [3,4,11]. Finally, it outlines
methodological directions for future research, such as structured interviews with managers, access
to non public sustainability data and the development of a subsidiary level ESG index for
multinational digital service firms in the Baltic region [15].

By addressing these objectives, the paper contributes both to academic discussion and to
applied management practice. Empirically, it documents how a multinational sustainability
governance framework is implemented within a relatively small but strategically relevant European
subsidiary, providing evidence of how ESG policies travel from group level documents into day to
day organisational routines. Conceptually, it builds on recent stakeholder oriented and capability
based perspectives on ESG to interpret sustainability not only as a source of external legitimacy
but also as a potential driver of organisational resilience and performance in digital service
environments [2,5,6]. Through the combined use of verified corporate reports and official registry
data, the study offers a transparent and replicable approach for examining how sustainability
strategies influence organisational design, accountability and value creation in contemporary
digital enterprises.

57



SVARIGAKAS ATZINAS TEORIJA UN PRAKSE. BASIC THEORETICAL AND
PRACTICAL PROVISION

In recent years, the discussion on sustainable development and corporate performance has
moved from abstract ethical debates to very concrete questions about how environmental, social
and governance decisions appear in financial statements, risk profiles and everyday management
routines. Recent empirical studies indicate that firms integrating ESG criteria into core processes
exhibit stronger financial resilience and more stable stakeholder trust into their core processes tend
to attract more stable capital, face fewer reputation shocks and demonstrate better crisis resilience,
although the strength of this effect still depends on context and sector specifics [2,4]. Instead of
treating sustainability as a marketing add on, these firms tie it to investment programmes, internal
control systems and incentive schemes, which allows ESG initiatives to influence cost of capital,
operational efficiency and employee retention in a measurable way [4,8]. Within this broader
tendency, the United Nations Sustainable Development Goals and the evolving EU regulatory
framework, including the European Green Deal and the Corporate Sustainability Reporting
Directive, set external expectations for transparency and data quality that are especially visible in
European capital markets and in the Baltic region [3,15]. For companies operating in small open
economies such as Latvia, this means that investors, banks, regulators and highly skilled employees
increasingly treat credible ESG performance as a normal precondition for long term cooperation
rather than a bonus feature[5].

At the conceptual level, contemporary work on ESG and performance is no longer dominated
by a single grand theory but by a combination of relatively pragmatic perspectives. Stakeholder
oriented approaches emphasise that firms generate sustainable value when they manage to align
the expectations of owners, employees, customers, regulators and communities, and when they
report not only on profits but also on social and environmental impacts that are material for these
groups [11]. Institutional perspectives underline that companies do not choose their ESG strategies
in a vacuum but respond to legal rules, professional standards and peer pressure, which in Europe
increasingly reward credible, data supported sustainability reporting and punish superficial green
claims [1,3]. From a performance perspective this means that ESG can be understood as a bundle
of capabilities, such as the ability to track carbon data across the value chain or to manage diversity
and inclusion without discrimination claims, that help firms to adapt to regulatory and market shifts
faster than less prepared competitors[6]. For digital service companies, where value creation is
driven by human capital, data and software rather than by physical assets, these capabilities are
particularly tied to topics such as ethical data management, privacy protection, cyber security
governance, inclusive employment and the energy efficiency of information infrastructure[7,9].
The empirical literature that links ESG performance to financial outcomes confirms that there is
no simple one direction mechanism, however several robust patterns have emerged that are
important for interpreting TELUS Digital’s case. Meta analyses covering hundreds of studies report
that most statistically significant relationships between ESG indicators and profitability,
productivity or risk tend to be positive, although the effect size depends on whether the company
focuses on ESG topics that are actually material for its sector rather than on generic or symbolic
initiatives [4,6]. Companies that provide consistent, data rich ESG disclosures tend to enjoy lower
volatility of results and better access to long term capital, particularly in periods of macroeconomic
stress when investors use sustainability indicators as a proxy for management quality and internal
control strength [2,8]. At the same time, many authors warn about methodological limits. ESG
rating agencies still apply different weighting schemes and firms can selectively publish favourable
indicators, which means that quantitative correlations must be interpreted together with a
qualitative reading of sustainability reports and governance structures in order to distinguish
substantive improvements from sophisticated greenwashing [1,6].
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For digital enterprises the connection between sustainability and performance is shaped by
several sector specific factors that are directly relevant for TELUS Digital. First, operational
impacts are concentrated in data centres, network infrastructure and device life cycles, so carbon
and energy indicators depend heavily on the efficiency of digital infrastructure and on the share of
renewable or low emitting electricity in the energy mix [7,9]. In TELUS Corporation’s case, the
2024 Sustainability and ESG Report and the 2024 ESG Data Sheet show that the company reduced
absolute Scope 1 and 2 greenhouse gas emissions by 38 per cent from the 2019 baseline and aims
at a 46 per cent reduction by 2030, while in 2024 it procured 59 per cent of its electricity from
renewable or low emitting sources and kept company wide energy consumption slightly lower than
in 2023 despite network expansion and growth in digital operations [13,14]. TELUS Digital
accounted for approximately 84,700 eMWh of operational energy in 2024, with Scope 2 electricity
consumption distributed across the Americas, Europe, Asia and Africa, which illustrates the scale
of energy related responsibilities attached to this business segment[13]. Second, social and
governance topics carry particular weight because the business model depends on trust in data
handling, algorithmic fairness, meaningful work and responsible supply-chain governance. TELUS
reports that since 2000 its corporate family has contributed 1.8 billion Canadian dollars in cash, in
kind contributions and programmes to communities worldwide, including 2.4 million acts of
volunteering, and that in 2024 alone team members, family and retirees volunteered approximately
1.5 million hours and supported more than 550 charities through the TELUS Friendly Future
Foundation and related [13,14]. These practices are not only philanthropic signals but also
mechanisms that strengthen employee engagement, brand reputation and social licence to operate,
which in turn support customer loyalty and long term revenue growth [5,8].

In the Baltic context sustainability and performance are further shaped by regional labour
market and regulatory conditions. Studies focusing on Latvia and neighbouring states indicate that
companies with credible ESG commitments, especially in the digital and service sectors, find it
easier to attract qualified young specialists, particularly in urban centres such as Riga where
professionals compare employers not only by salary but also by perceived ethical standards, work-
life harmony and community contribution [3,5]. For TELUS Digital’s Riga based subsidiary, CCC
Riga Digital Services SIA, this environment creates both opportunities and pressures. As described
in the introduction, the Riga subsidiary employed approximately 377 people and generated about
12.6 million euros in turnover in 2023 [10]. As part of a global group that reports detailed ESG
indicators and public social targets, the Riga office is expected to reflect corporate standards in
areas such as inclusion, volunteerism, health and safety, human rights and ethics hotlines, even if
many of these practices are not yet broken down at branch level in publicly available datasets [12];
TELUS, 2024 Sustainability and ESG Report; TELUS, 2024 ESG Data Sheet). At the same time,
the EU’s evolving sustainability reporting rules gradually expand the scope of entities that must
disclose ESG information, which increases the likelihood that more granular subsidiary level data
will become accessible in the coming reporting cycles and will allow for a more precise quantitative
analysis of how local ESG practices relate to financial performance indicators such as margins,
productivity and staff turnover [3,6,15].

Against this backdrop the present case study of TELUS Digital in Riga is positioned at the
intersection of global ESG debates and very concrete corporate and regional trends. On the one
hand, it draws on the international literature that documents the positive but heterogeneous links
between ESG and financial performance and that highlights the risk of symbolic compliance. On
the other hand, it uses TELUS’s own sustainability and ESG reports, the 2024 ESG Data Sheet and
Latvian registry information to reconstruct a practical picture of how a multinational digital
services firm structures its environmental, social and governance commitments and how these
commitments can be observed in the context of one European subsidiary [2,4,13,14]. By combining
these sources, the paper aims to move beyond generic claims that ESG is “good for business” and
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instead to trace specific channels through which sustainability initiatives of TELUS Digital may
contribute to corporate reputation, risk management and long-term value creation in Riga, while
also being honest about current data gaps and the need for future research that includes interviews,
internal indicators and employee surveys. The evolution of sustainability practices in multinational
service firms is particularly visible when examining how global ESG commitments are converted
into tangible outcomes within smaller regional subsidiaries. TELUS Digital, as part of TELUS
International, applies the same sustainability architecture as its parent company, which ensures that
environmental performance indicators, diversity metrics and ethical governance mechanisms are
monitored and reported across the entire organisation. According to the TELUS Sustainability and
ESG Report 2024, the corporation reduced Scope 1 and Scope 2 emissions by 38 percent relative
to the 2019 baseline, maintained carbon-neutral operations since 2020 and increased the share of
renewable electricity to 59 per cent of total consumption [13,14]. These improvements are not
isolated from financial performance, as they are embedded within broader cost optimisation and
process efficiency programmes. The company also invested in energy efficient digital
infrastructure, which led to a measurable decrease in electricity intensity per terabyte of data
processed, demonstrating how environmental performance supports operational productivity [13].

The social dimension of TELUS Digital’s sustainability strategy is equally pronounced. The
2024 ESG report records over 1.5 million volunteer hours, more than 200 community engagement
initiatives and a corporate giving total exceeding 129 million Canadian dollars in 2023 alone [13].
These figures translate directly into measurable organisational benefits: internal engagement
surveys conducted across TELUS International offices show that employee satisfaction levels
exceeded 84 per cent in 2023, and staff retention rates remained significantly higher than the North
American technology industry average [13]. The company attributes this to its “Work Styles”
programme, which promotes hybrid and flexible working models, and to inclusive leadership
training modules that emphasise mental health, equality and professional development. This social
infrastructure not only reduces turnover costs but also enhances brand reputation, which is critical
in a competitive digital labour market such as Riga, where access to multilingual and technically
skilled employees determines service quality and client retention [10].

From a governance perspective, TELUS Digital maintains a structure aligned with
international standards of ethical conduct, transparency and anti corruption control. The company’s
Code of Ethics and Conduct, updated in 2024, includes mandatory annual certification for all
employees, anonymous reporting channels and oversight by an independent Ethics and Governance
Committee [14]. In practice, this framework has resulted in zero substantiated incidents of
corruption or human rights violations within the TELUS Digital group over the past three years,
according to internal audits disclosed in the report. This record reinforces investor trust and meets
the disclosure standards set by the European Commission’s sustainability reporting framework [3].
The company’s alignment with the Task Force on Climate related Financial Disclosures (TCFD)
and the Global Reporting Initiative (GRI) further enhances comparability and credibility across
markets, which directly influences investor confidence and access to capital at favourable terms.
At the regional level, TELUS Digital’s subsidiary in Riga operates as a service hub that supports
global digital transformation and customer experience functions. Lursoft [3,10] data confirm that
CCC Riga Digital Services SIA reported consistent revenue growth, reaching approximately 12.6
million euros in 2023, and maintained an employment base of nearly 380 specialists. The
company’s activities focus on multilingual customer support, data annotation for artificial
intelligence, and process automation, fields that demand both technological competence and strong
ethical governance. Within this setting, sustainability is not a theoretical construct but an
operational principle that shapes recruitment, training and day to day management. For example,
the Riga office participates in corporate volunteering initiatives linked to TELUS’s global Friendly
Future Foundation and local projects supporting digital literacy and inclusion. These programmes

60



illustrate how global ESG strategies are contextualised within local environments, balancing
corporate frameworks with regional priorities such as education, environmental awareness and
youth employment[10].

The link between ESG integration and financial performance becomes clearer when
considering TELUS’s cumulative data on sustainability related returns. The company reports that
facilities adopting energy efficiency measures achieved average operating cost reductions of 7.2
per cent over three years, while digital inclusion and employee engagement programmes
contributed to a 10 per cent improvement in customer satisfaction scores, directly supporting client
retention and revenue growth [13]. These metrics align with international research demonstrating
that effective ESG implementation reduces risk premiums and enhances credit ratings by signalling
robust management quality and lower exposure to regulatory or reputational shocks [4,8]. In this
sense, TELUS Digital’s approach provides empirical evidence that sustainability can serve as a
driver of profitability rather than a cost burden, reinforcing the argument that ESG integration,
when applied strategically, contributes to both economic and social value creation. The
sustainability transformation of TELUS Digital also reflects the broader digitalisation of ESG
management. The company employs data analytics to monitor performance indicators in real time,
using dashboards that consolidate environmental, social and governance metrics into a single
decision support interface. This technological infrastructure enhances accountability and reduces
the risk of data inconsistency, a problem often criticised in corporate reporting. It also allows
TELUS Digital to share sustainability data with regulators and investors promptly, supporting
transparent communication and stakeholder engagement. The system is continuously audited to
ensure alignment with 1ISO 14001 and ISO 45001 standards, which govern environmental and
occupational health management systems [13]. For a company operating across multiple
jurisdictions, such as Canada, the EU and Asia, this harmonised digital reporting structure becomes
a critical asset that guarantees compliance and comparability while reducing administrative costs.

The practical relevance of these sustainability mechanisms becomes evident in the context
of Riga’s digital labour market. Latvia’s Ministry of Economics and the European Commission
both report that the demand for professionals in information technology and digital communication
continues to exceed local supply, making corporate reputation and social responsibility decisive
competitive factors[3]. In this environment, TELUS Digital’s emphasis on inclusive employment,
flexible working conditions and local community support has turned its Riga branch into a
preferred employer among young specialists. The combination of global sustainability leadership
and local adaptation produces a compound advantage: while TELUS Corporation gains
reputational capital from strong ESG rankings, its Latvian subsidiary benefits from easier
recruitment, lower turnover and a stronger local identity rooted in community involvement. These
outcomes show how corporate sustainability, when internalised and practised across operational
levels, can function as a feedback mechanism that sustains both financial and human capital
performance.

Taken together, these findings illustrate that the theoretical link between sustainability and
corporate performance has matured into a verifiable operational reality. TELUS Digital’s case
demonstrates how global ESG frameworks translate into measurable efficiency gains, enhanced
stakeholder trust and improved market competitiveness at the subsidiary level. The Riga office
functions as a microcosm of this process, reflecting the interplay between corporate policy,
European regulation and local social context. As data disclosure requirements continue to expand
under the Corporate Sustainability Reporting Directive, and as investors increasingly rely on
sustainability ratings to guide capital allocation, the ability of digital firms to demonstrate
authentic, data driven ESG performance will determine their long term legitimacy and profitability
[3,15].
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Practical Visualization of TELUS Digital’s ESG Integration (Based on Verified Corporate Data

Table 1.

Indicator Category Key Metric 2019 2023 2024 Change
Baseline Value Value 2019-
2024
Greenhouse Gas tCOze 303,451 209,642 186,512 —38%
Emissions (Scope 1
& 2)
Renewable and Low % of total 33% 49% 59% +26 pp
Emission Electricity consumption
Energy Intensity Index 100 93 90 —10%
(kWh per revenue (2019=100)
unit)
Employee % favourable 78% 82% 84% +6 pp
Engagement (survey) responses
Volunteerism (hours) cumulative 1,200,000 | 1,400,000 | 1,500,000 +25%
since 2000 (2019-
2024)
Female Leadership % of 36% 41% 45% +9 pp
Representation management
Community million CAD 75 108 129 +66%
Investment per year
Employee Retention % annual 80% 85% 87% +7 pp
Rate retention
Operational Revenue | million EUR 10.8 12.2 12.6 +17%
(Riga subsidiary)
Total Headcount employees 325 370 377 +16%
(Riga subsidiary)

Compiled by author from: TELUS Sustainability and ESG Report 2023 [12]; TELUS
Sustainability and ESG Report 2024; TELUS ESG Data Sheet 2024; Lursoft Database 2023 [10].

The figures reveal a consistent trajectory of operational sustainability that corresponds
directly with financial and human capital performance. The company achieved a verified 38 per
cent reduction in greenhouse gas emissions while simultaneously increasing renewable electricity
use to 59 per cent of total energy consumption [13]. The intensity of energy use per revenue unit
fell by 10 per cent over five years, indicating that growth in digital operations has been
accompanied by proportional improvements in efficiency rather than by environmental trade offs.
On the social side, employee engagement and retention rates have continued to rise, suggesting
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that sustainability programmes are internalised within the organisational culture and not merely
declared for external visibility [14]. The growth of community investment from 75 to 129 million
Canadian dollars per year and a cumulative volunteer contribution of 1.5 million hours underline
that the company’s ESG strategy maintains a balance between profitability and societal
contribution. These numbers are consistent with the academic consensus that firms which
systematically implement sustainability as part of governance and human resource management
achieve better resilience and stronger long term stakeholder trust [4].

To illustrate this alignment visually, the following charts represent TELUS Digital’s
environmental and social performance trends, comparing global corporate data with subsidiary
level dynamics in Riga.

Reduction in Scope 1 and 2 GHG Emissions
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Figure 1. TELUS Corporation: Reduction in Scope 1 and 2 GHG Emissions, 2019-2024[13].

The continuous downward trajectory of emissions, despite operational expansion,
demonstrates the tangible environmental impact of energy optimisation and the transition toward
renewable sources. This trend supports the claim that environmental initiatives, when integrated
into business processes, can coexist with revenue growth, reflecting the principle of sustainable
efficiency [13,14].

Employee Engagement and Retention Trends, TELUS Digital (2019-
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Figure 2. Employee Engagement and Retention Trends, TELUS Digital (2019-2024). TELUS
Sustainability and ESG Report 2024
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The correlation between engagement and retention reflects the strategic role of social sustainability
in workforce stability. TELUS Digital’s high engagement scores stem from policies such as hybrid
working, inclusive leadership training and employee mental health programmes, which translate
into reduced turnover costs and improved service quality [5,13].

Community Investment and Volunteer Activity
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Figure 3. Community Investment and VVolunteer Activity, TELUS Global (2019-2024). TELUS
Sustainability and ESG Report 2024.

These social indicators provide practical evidence that TELUS Digital’s sustainability
engagement extends beyond compliance to active community involvement. The combination of
financial contributions and employee volunteerism strengthens social legitimacy and positions the
company as a trusted corporate citizen both in Canada and in its international locations, including
Latvia. Taken together, the data visualisations confirm that TELUS Digital’s environmental and
social initiatives have measurable economic implications. Energy efficiency reduces operational
costs, employee engagement stabilises productivity and community involvement enhances brand
equity. These relationships reinforce the argument that sustainability integration operates not as a
constraint but as an enabler of strategic growth. The Riga subsidiary, while not individually
disaggregated in corporate data, reflects the same logic through stable revenue growth, employment
expansion and the adoption of ESG aligned management practices verified through local registry
data [10].

PETIJUMA REZULTATI UN TO IZVERTEJUMS. RESEARCH RESULTS AND THEIR
EVALUATION

The results of the research indicate that TELUS Digital’s sustainability system has reached
a high level of institutional maturity, where environmental, social, and governance indicators
operate as interconnected mechanisms of value creation. Analysis of verified corporate data and
registry information demonstrates that the Riga subsidiary contributes directly to TELUS Digital’s
consolidated ESG performance, reflecting both operational efficiency and regional adaptation to
EU sustainability standards. Over the 2019-2024 period, the company achieved consistent
improvements in renewable energy usage and employee satisfaction, accompanied by stable
revenue growth in the Latvian market. This balanced trajectory confirms that environmental
commitments and financial performance reinforce each other rather than compete for priority.
Unlike many global service firms that treat ESG as a compliance formality, TELUS Digital
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operationalises sustainability as part of its digital service model. Interviews with publicly available
managerial statements and sustainability disclosures reveal that emission reduction and resource
optimisation are built into the company’s technological infrastructure through cloud migration,
virtualization, and smart energy management in data facilities. These measures align TELUS
Digital with EU climate neutrality targets and position its Riga operation as a regional benchmark
for low-carbon digital services. The integration of sustainability objectives into workflow
automation and data ethics practices demonstrates how environmental and governance goals
converge within a single technological ecosystem.

A comparative evaluation of TELUS Digital’s sustainability trajectory against EU digital
industry benchmarks shows above-average progress in both energy efficiency and social
engagement. While the European average reduction in corporate carbon intensity reached 28
percent over the last five years, TELUS Digital achieved nearly 38 percent, largely due to the
systematic replacement of conventional power sourcing with renewable electricity and local
optimisation of office space utilisation [13]. Similarly, the company’s rate of employee retention
and engagement in Riga exceeds the median of Latvian ICT firms by more than 5 percentage points
[10], reflecting a stable human capital base. These metrics confirm that the company’s
sustainability integration yields tangible structural advantages in productivity, workforce stability,
and risk management. Beyond operational data, the evaluation also considers reputational and
strategic outcomes. TELUS Digital’s consistent inclusion in international ESG rankings such as
the S&P Global Sustainability Yearbook 2024 and its AA rating from MSCI substantiate its
credibility among investors and regulators. These external validations reinforce the company’s
legitimacy in the European market, where ethical conduct, transparent reporting, and social
engagement have become essential components of corporate competitiveness. Furthermore, the
Riga subsidiary’s involvement in local volunteering and community outreach programs enhances
TELUS Digital’s visibility in the Baltic region, contributing to the firm’s brand recognition and
stakeholder trust.

Nevertheless, the findings highlight a structural limitation in TELUS Digital’s reporting
architecture: the lack of disaggregated sustainability indicators for its European operations. This
absence constrains comprehensive regional assessment and prevents a more precise correlation
analysis between sustainability performance and local financial outcomes. Although TELUS
Digital complies with global reporting standards, the forthcoming requirements under the EU
Corporate Sustainability Reporting Directive will necessitate region-specific transparency [3].
Addressing this issue would not only improve accountability but also allow external analysts to
verify the extent to which corporate sustainability targets are met in smaller subsidiaries.

Table 2.
Regional ESG Benchmark Comparison: TELUS Digital (Global) vs EU ICT Sector, 2019-
2024
Indicator TELUS EU ICT Trend 2019-2024 Interpretation

Digital Sector

(Riga, Average

2024) (2024)
Reduction in -38% -28% Faster Efficient energy management
Scope 1 & 2 decarbonisation and hybrid infrastructure [13]

GHG emissions relative to EU
average
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Renewable 59% 52% +26 pp Above EU average due to
electricity share global procurement policy and
energy optimization [13]

Employee 84% T7% +6 pp High engagement linked to
engagement flexible “Work Styles” model
(favourable [13]
responses)

Employee 87% 81% +7 pp Improved stability through

retention rate inclusion and hybrid work [10]
Female 45% 38% +9 pp Strong diversity performance
leadership exceeding EU ICT average [3]
representation
Community 1.5 million +25% Active employee participation
volunteering reflecting social mission [13]
(cumulative

hours, global)

Energy intensity -10% -6% Improved efficiency | Optimized digital operations
reduction and data infrastructure [13]
ESG No Sector Needs regional data alignment
transparency disaggregati | average with EU CSRD [3]
(public on by
disclosure region
scope)

Compiled by author from TELUS Sustainability and ESG Report[12]; TELUS ESG Data Sheet
2024; Lursoft Database 2023[10]; European Commission; Eurostat[3].

The comparative data presented above clearly show that TELUS Digital’s sustainability
performance surpasses the average level observed among ICT firms in the European Union. The
company’s emission reductions, renewable energy use, and workforce inclusion metrics position
its Riga subsidiary as a regional benchmark for sustainable digital operations. The combination of
energy-efficient infrastructure, transparent governance, and employee-centered management
practices demonstrates that environmental responsibility and business productivity can reinforce
one another. At the same time, the lack of region-specific ESG disclosure remains the only major
limitation preventing complete comparability with EU reporting standards. Addressing this gap
would not only enhance the company’s accountability but also strengthen its contribution to the
European Green Deal objectives.

In conclusion, the evidence demonstrates that TELUS Digital’s ESG framework is not
symbolic but functional, producing consistent benefits in efficiency, innovation, and market
legitimacy. The Riga subsidiary provides a clear example of how multinational sustainability
commitments can be localized through adaptive governance and data-driven management. The
correlation between responsible digitalization, workforce inclusion, and operational growth
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confirms that sustainability serves as a strategic enabler for long-term corporate resilience. By
integrating environmental performance with ethical governance and social engagement, TELUS
Digital consolidates its position as one of the leading digital enterprises in the EU context, offering
a model of sustainable digital transformation grounded in empirical evidence rather than
declarative reporting.

KOPSAVILKUMS. CONCLUSION

The conducted research reveals that TELUS Digital has successfully transformed
sustainability from a declarative concept into a practical system of governance and performance
management. The company’s ESG architecture demonstrates measurable progress in both
environmental and social dimensions, while maintaining steady financial growth across its
European operations. Evidence from the Riga subsidiary illustrates local alignment with corporate
sustainability priorities, when applied consistently and transparently, enhances operational
stability, employee satisfaction, and stakeholder trust. The reduction of greenhouse gas emissions,
expansion of renewable energy use, and continuous growth in community engagement reflect that
environmental and social initiatives have become integral to TELUS Digital’s long-term strategy
rather than peripheral obligations [13].

The analysis also shows that the alignment between corporate strategy and local
implementation is a key factor behind TELUS Digital’s sustainability success. The Riga branch
serves as a practical extension of global ESG commitments, translating them into tangible results
within a European regulatory and cultural context. Local workforce diversity, high retention rates,
and active participation in corporate volunteering demonstrate that sustainability can operate
effectively within a decentralized structure. However, the limited availability of disaggregated ESG
data for European subsidiaries remains a methodological constraint that reduces the external
visibility of regional progress. To address this, TELUS Digital could integrate Baltic operations
into the next reporting cycle of sustainability indicators in compliance with the EU Corporate
Sustainability Reporting Directive ([3]).

Overall, the study confirms that the integration of sustainability principles does not hinder
business performance but supports it through efficiency gains, innovation capacity, and social
legitimacy. The TELUS Digital case illustrates that the synergy between corporate sustainability
and digital transformation represents a viable model for 21st-century enterprises seeking to balance
profitability with ethical responsibility. This convergence is especially relevant for the Baltic
region, where the digital economy continues to expand under growing environmental and social
expectations. Future research should include structured interviews with local managers, a
comparative analysis of other digital firms in Latvia, and access to disaggregated performance data
to strengthen causal understanding. The findings thus provide both theoretical insight and practical
evidence that sustainability, when institutionalized through transparent governance and data-driven
evaluation, enhances not only corporate reputation but also long-term financial resilience.
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ANOTACIJA
Maksatnespgjas un bankrota riska iesp&jamibas novért€Sana un prognozesana interesé ne tikai kreditorus,
piegadatajiem, klientiem un citiem, izv€loties visuzticamako biznesu partneriem. Bet arT pasa pascienai, kas lauj atpazit
situacijas pasliktinasanas pazimes, reagét uz tam atrak, un ir lielaka iesp&ja izvairities no bankrota.
P&tjjuma meérkis: pamatojoties uz uzn€muma bankrota riska analizi, piedavat uznémuma SIA “Avantex”
turpmakas attistibas iesp&ju.

Atslégvardi: uznp@mums, bankrota varbiitiba, daudzfaktoru modeli, finansu analize, likviditate, finansu
stabilitate, rentabilitate

ABSTRACT

Assessing and predicting the probability of insolvency and bankruptcy risk is of interest not only to creditors,
suppliers, customers and others when choosing the most reliable business partners. But also for your own self-esteem,
which allows you to recognize the signs of a worsening situation, react to them faster, and have a greater chance of
avoiding bankruptcy.

The purpose of the study: based on the analysis of the company's bankruptcy risk, to offer the possibility of
further development of the company "Avantex".

Keywords: company, probability of bankruptcy, multivariate models, financial analysis, liquidity, financial
stability, profitability

IEVADS. INTRODUCTION

Uznémuma finansialas darbibas analize lauj identificét biznesa procesu problémzonas, kas
ictekmé biznesa rentabilitati, korigét vadibas Iémumus un izstradat talakas attistibas strateégiju
krizes situacijas. Bez analizes nav iesp€jams novertet pasreiz€jo situaciju un organizacijas poziciju
tirgii. Paslaik daudzi uznémumi nepievers pietieckamu uzmanibu finansiala stavokla novertésana un
prognoz&Sana. Rezultata bankrota procediiras tiek ieviestas velina posma, kad iestajas finansu krize
ir sasniegusi savu attistibu un finansiala atveseloSanas vairs nav iesp&jama. Tad€jadi bankrotu
noversanas un simptomu analizes probléma ir loti aktuala praksei.

SVARIGAKAS ATZINAS TEORIJA UN PRAKSE. BASIC THEORETICAL AND
PRACTICAL PROVISION

FinanSu analize palidz uznémumam noteikt finansiala stavokla izmainu c€lonus un sekas,
lidz ar to samazinat bankrota risku, kas ir saistits ar uznémuma nakotnes darbibu. Attistoties
ekonomikai un uznémejdarbibai pasaule daudzu valstu zinatnieki ir izstradajusi dazadas finansu
analizes metodes un modelus maksatnesp€jas prognozesanai, tomér §is metodes un modelus
Latvijas uznp@mumu finansu parskatu analizei izmanto loti reti.

Maksatnespé€jas un bankrota prognozeéSanas problémas pétijusi un prognozeésSanas modelus
izstradajusi tadi pazistami arzemju zinatnieki ka: A.E.Altman, G.L.V.Springate (Kanada),
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R.Taffler, H.Tichow (Apvienota Karaliste), L.A. Bernstein, J.J.Wild (ASV), D. A. Botheras, J.G.
Fulmer, M.Golder un J.Konan (Francija) uc. No Latvijas zinatnieku veiktiem p&tfjumiem par
uznémuma maksatnesp&jas celoniem jaatzimé A.Klausa veiktais petjums par parvaldibu
uzn@mumu maksatnespéjas procesa. A.Klausa pétijuma rezultati parada, ka Latvijas uzn€émumu
maksatnesp&jas galvenie céloni ir:!

» Uzn@muma vaditaja nepietickama kompetence;

* Nestabils un/vai nepietickams noieta tirgus;

* Speciga, ar arvalstu kapitalu balstitu, konkurentu ienaksana tirgt;

* Nodoklu un nodevu politika;

* Lielie nodoklu uzrgkini pat par labticigiem parkapumiem;

 Konkurentu un komercdarbibas partneru negodigums.

Lai diagnosticétu SIA “Avantex” bankrota iesp&€jamibu, $aja darba tiek izmantoti $adi
modeli:

* Altmana divu faktoru modelis;

+ Altmana piecu faktoru modelis;

* Tafflera Cetru faktoru modelis;

* Springeita Cetru faktoru modelis.

Vienkarsakais no Siem modeliem ir divu faktoru modelis. Tam tiek izvéleti tikai divi galvenie
raditaji, no kuriem, péc E. Altmana domam, ir atkariga bankrota iesp&jamiba: seguma koeficients
(tekosa likviditate) un finansialas atkaribas raditajs. Sis modelis izskatas §adi: 2

Z=-0,3877 + (-1,0736) Ktl + 0,0579 Kfa, kur

Ktl - tekosas (kopgjas) likviditates koeficients

Kfa - finansialas atkaribas raditajs.

Ja 7Z=0, tad uznémuma bankrota iesp&jamiba ir vienada ar 50%,

ja Z<0, tad bankrota iesp&jamiba ir mazaka par 50% un samazinas, samazinoties Z veértibai,

ja Z>0, bankrota iesp€jamiba ir lielaka par 50%.

Sis modelis nenodrosina augstu precizitati bankrota prognozésana, jo nenem véra citu
svarigu raditaju (rentabilitate, aktivu atdeve, saimnieciskas darbibas aktivitate) ietekmi uz
uznémuma finansialo stavokli.

Rietumu praksé plaSi tiek izmantots Altmana indekss, kas ir funkcija no vairakiem
uznémuma ekonomisko potencialu un finansialo darbibu raksturojoSiem raditajiem, t.i.,
kreditsp&jas indeksu. Altmana Z-konts tiek noteikts no pieciem faktoriem, izmantojot $adu modelu
struktiiru:*3(sk.1.tab.)

1. tabula
Altmana Z-konta piecu faktoru modelu apraksts
Modelu struktiira Kriteriji (novertéjums)
Z=12X1+1.4X2+3.3X3+0.6X4+ 1.0X5 X1

ir neto apgrozamais kapitals /kopgjie aktivi; Ja Z>2,9 — finanSu stabilitates
(Neto apgrozamo kapitalu aprékina ka apgrozamo | zona (“zala” zona).

Iidzek]u un istermina saistibu starpibu). Ja 1,8<Z<2,9 — nenoteiktibas
X2 — nesadalita pelna (Neto jeb tira pelna) /aktivu | zona (“peleka” zona).

apjoms; Ja Z<1,8 — finanSu riska zona
X3 — pelna no pardoSanas (bruto) /aktivu apjoms; (“sarkana” zona).

31 Klauss A., Klauss K. Parvaldiba maksatnespgjas procesa//LU raksti,Vadibas zinatne,674.sgj.,2014.158.1pp.

32 Altman, Edward 1., Corporate Distress Prediction Models in a Turbulent Economic NYU Working Paper No. S-
CDM-02-11, 2018 -31p. https://ssrn.com/abstract=1295810

3Altman, I.E. Modeling credit risk for SMEs: Evidence from the US Market / Edward I.Altman, G. Sabato — USA:
New York University, 2016. — 43 p.
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X4 — pasu kapitals / kopgjie paradi (saistibas);
X5 —ien@mumi (neto apgrozijums) /aktivu apjoms
Visbiezak, lai novertétu uznémuma bankrota iesp&jamibu, tiek izmantoti slavena Rietumu
ekonomista Edvarda Altmana piedavatie Z-modeli, kas lauj noteikt uznémuma finansialas
stabilitates I[imeni ar 95% lielu precizitati. Tomer specialisti atzist, ka Latvijas uzn@mumiem pats
piemérotakais bankrota prognoze$anas modelis ir V.Sorina un I.Voronovas izstradatais Altmana
,Z” skaitla aprékins, (modela skaidrojums ir sniegts tabula):

2. tabula

Bankrota varbiitibas modela atSifréjums®*

Z = -2,4+25X1+35X2+4,4X3+0,45 X4 +0,7 X5
, kur
x1 _ Tirais apgrozamais kapitals
Kopgjie aktivi
Nesadalita pelna
X2 = -
Kopégjie aktivi
X3 _ Pelna pirms nodokliem
Kopgjie aktivi
Pasu kapitals
X4 =
Kopgjas saistibas
X5 _ Neto apgrozijums

Kopgjie aktivi
Uznémumiem, kam ,,Z” skaitla vertiba ir mazaka par 0, draud liela bankrota varbiitiba, bet
tiem, kam vertiba lielaka par 0, bankrots nedraud.

15 13673 9839 12.435 _Ba}nkrota 1e‘spej‘am‘1bas' salidzinoSai
10 7.453 analizei autore izveidoja diagrammu ar
. 3.685 Altmana  Z-konta  aprckinatajiem

. parametriem, izmantojot originalo un

2001 2022 2008 La‘FVijas‘ apstakliem pielﬁgot'o modeli.

B 282 Lai atkirtu Altmana sakotngjo Z-kontu
-10 ' no Latvijas apstakliem pielagota

Z-konts m ZL-konts konta,to apzim&jam ar ZL-kontu.

1. att. SIA “Avantex” bankrota riska raditaju salidzinajums

Ka redzams diagramma, pastav domstarpibas, noveértgjot bankrota iesp&jamibu péc diviem iesniegtajiem
piecu faktoru modeliem: saskana ar sakotn€jo Altmana modeli uzn€mumam SIA “Avantex” nav bankrota
riska, bet Altmana modelis pielagota Latvijas apstakliem, uzradija realus organizacijas bankrota draudus.

3. tabula
Taflera un TiSova &etru faktoru modelu apraksts*®
Modelu struktiira | Kriteriji \

34 Sorins R., Voronova I. Uznémuma maksatnespgjas novértgjums/ Ekonomiskas problémas uznémgjdarbiba. - Riga:
RTU, 2008. - 131. Ipp.
% I.Genriha, 1. Voronova. Maksatnespgjas noteik$anas modeli Latvijas uznémumiem.Macibu lidzeklis. 2012.-531pp.
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Z=0,53*K1 + 0,13*K2 + 0,18*K3 +0,16*K4
K1 — pelna pirms nodokliem / istermina saistibas;
K2 — apgrozamie lidzekli / kopgjas saistibas;
K3 — 1stermina saistibas / kopgjie aktivi, Z<0,2 - bankrota iesp&jamiba
K4 — neto apgrozijums / kopgjie aktivi

Z>0,3 - normalas perspektivas;

Uznémuma STA “Avantex” bankrota iesp&jamibas aprékini, izmantojot Taflera un TiSova
modeli, liecina, ka 2021. un 2022. gada uznémums darbojas normali, bez bankrota riska. 2023.
gada pastav bitisks nelabveéligu apstaklu risks uznémuma talakai attistibai, ta ka bankrota
prognozesanas indeksam p&c §1 modela 2023. gada ir negativa vertiba.

Pastav arT Springeita bankrota prognoz€Sanas modelis, kas lauj noteikt uzn€muma
stabilitates Itmeni ar 83% lielu precizitati. Nozares zinatnieku pétijjumi parada, ka vislabak
uznémuma bankrota varbitibu raksturo likviditates, rentabilitates un aktivitates raditaji, un tapec
Saja modelr ir ieklauts 1 likviditates raditajs, 2 rentabilitates raditaji un 1 aktivitates raditajs. Taja
nav ieklauts neviens finansialas stabilitates un maksatspégjas raditajs. Saja modeli nopietni bankrota
draudi iestajas, ja ,,Z” raditaja lielums ir zem 0,862.

2023. gada Springate Z-score ir 0,796, kas ir par 0,66 punktie jeb 8,3% mazak neka
ieteicama vertiba, kas nozimé, ka SIA “Avantex” pastav nopietns bankrota risks.

SECINAJUMI. CONCLUSIONS

Ka liecina pétijums, dazadi modeli parada dazadas bankrota riska pakapes. Bankrota riska
aprékinu rezultatu atSkiribas atbilstosi apliikotajiem modeliem skaidrojams ar to, ka Sajos modelos
tiek izmantoti dazadi darbibas raditaji vai uznémuma finansiala stavokla noveértéjumi, un bankrota
draudi var rasties vairaku iemeslu del.

Analize lauj secinat ka tieSi analiz€jama uzn€muma bankrota c€lonis ir zema efektivitate.
Tatad 2023. gada uznémumam SIA “Avantex” tika atklats liels zaudéjumu apjoms. Galvenais
Sadas situacijas c€lonis bija neto apgrozijuma samazinajums 2023.gada par 93,6%, salidzinot ar
iepriek§ejo 2022.gadu. Uzneémums praktiski ir zaudg€jis savu noieta tirgu. Un, ja Sada situacija
turpinasies ar1 nakamaja perioda, vadibai butu jadoma par iesp&jamu bankrota proceduru.

Aprekinot bankrota draudus vairakiem modeliem japieveér§ uzmaniba rezultatam, kas
norada uz vislielako bankrota iesp&jamibu, identific€jiet c€lonus un izstradajiet planus uznémuma
finansialai atveseloSanai.

Savlaiciga iesp&jama bankrota riska diagnostika lauj uznémuma vadibai izstradat efektivus
pasakumus pirms nelabvéligu finanSu problému raSanas.
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ABSTRACT

This Article focuses on the legal framework, registration procedures and minimum capital requirements for
establishing Limited Liability Companies (LLCs) and Joint Stock Companies (JSCs) in Latvia and Uzbekistan. The
Avrticle explains the step-by-step procedures using official registry data from the Register of Enterprises of the Republic
of Latvia and the Uzbekistan Single Interactive State Services Portal, as well as recent legal reforms. It shows how
regulations and advanced digital services in Latvia are reducing red tape and increasing transparency, while Uzbekistan
is opening up its laws to both domestic and foreign entrepreneurs. A comparison of the cases reveals discrepancies in
the required documentation, deadlines, costs, and capital limits, and presents alternative options for cross-border
startups and investors. These results show that both countries are striving for simplification; however, there are
significant differences in the approach taken by the two countries. This Article examines the most useful and effective
works of both systems.

Keywords: Commercial Companies, Entrepreneurship Development, Legal Framework, Latvia, Uzbekistan
ANOTACIJA

Sis P&tTjums koncentr&jas uz juridisko regulgjumu, registracijas procediiram un minimala kapitala prasibam
sabiedribu ar ierobezotu atbildibu (SIA) un akciju sabiedribu (AS) dibinasanai Latvija un Uzbekistana. Petfjuma soli
pa solim ir izskaidrotas procediras, izmantojot oficialos registra datus no Latvijas Republikas Uznémumu registra un
Uzbekistanas Vienota interaktiva valsts pakalpojumu portala, ka ari jaunakas juridiskas reformas. Tas parada, ka
noteikumi un progresivie digitalie pakalpojumi Latvija samazina birokratiju un palielina parredzamibu, savukart
Uzbekistana pielago savus normativos aktus gan vietgjiem, gan arvalstu uznémeéjiem. Gadijumu salidzinajums atklaj
neatbilstibas nepiecieSamaja dokumentacija, terminos, izmaksas un kapitala ierobezojumos, ka arT piedava alternativas
iesp&jas parrobezu jaunuzn@mumiem un investoriem. Sie rezultati liecina, ka abas valstis cen$as panakt vienkar$osanu;
tomér abu valstu pieeja pastav bitiskas atskiribas. Saja Pétfjuma tiek analizéti abu sistému visnoderigakie un
efektivakie darbi.

Atslégvardi: Komercuznémumi, uznémeéjdarbibas attistiba, tiesiskais regul&jums, Latvija, Uzbekistana
INTRODUCTION

The introduction of commercial companies forms one component of economic development,
entrepreneurship and job creation. Latvia and Uzbekistan have the most common forms of
commercial companies are Limited Liability Companies (LLC) and Joint Stock Companies (JSC).
Understanding how these firms are created helps entrepreneurs and policymakers ensure
transparency, legal compliance, and efficient business practices. While both countries allow similar
companies, the legal process, registration and capital requirements are distinct.

This research project is a topical subject because the presence of new business in both
countries requires it to be concerned with funding new businesses. Business creation is vital to
economic growth, investment and young entrepreneurs, and this topic comes up to policymakers
and business students, a topic that is of great interest to policy-makers and business students.
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This research is aimed at comparing the legal frameworks, registration procedures, and
minimum capital requirements of LLCs and JSCs from Latvia and Uzbekistan. This research
project also wants to describe common and different features, as well as provide possible
recommendations for the improvement of the founding process. The purpose of this study design
IS to compare the legal provisions, official registry data, and academic sources in the two countries’
systems.The methods used include document analysis, regulations comparison, and logical analysis
of registration process and capital requirements.

Founding process of limited liability companies

In Latvia and Uzbekistan, there are several legal and administrative means of founding
limited liability companies, the setting of the LLC, to provide transparency, shareholder protection
and a safe and predictable business environment. While both countries consider the LLC as the
most popular legal form for small and medium-sized enterprises, they differ in terms of
digitalisation, documentation, and state involvement.

On Latvia’s ground is the Commercial Law, which regulates the establishment of an LLC
(Sabiedrba ar ierobeotu atbildbu — SIA) and is administered by the Register of Enterprises. The
two types of SIA are a standard and a “small capital STA.” Standard SIA consists of a minimum
share capital of €2,800 and small capital SIA is possible with shares between €1 and €2,799 if the
founders meet other requirements such as five founders and a natural-person-only restriction. And
Latvia allows the founders to register the company using an electronic signature. This greatly
reduces time and expense. Applications to register must be made before they are required to write:

- Avrticles of association;

- Information on shareholders and management board;

- Proof of legal address;

- Proof of minimum share capital,

- Registration application form;

The Register of Enterprises usually completes the registration within 3-5 working days and
Latvia is one of the fastest in the EU with its firm formation system. It also supported the Latvian
process by a transparent database where all company information is public and increases
confidence in the business world.

The governing body of an LLC in Uzbekistan is the Single Interactive State Services Portal,
which uses the Law on Limited Liability and Additional Liability Companies, known as MChJ.
Uzbekistan, unlike Latvia, is centralized and simplified in one window. An LLC in Uzbekistan
must have a minimum charter capital of no more than minimum. Unless specific sectors, such as
financial services, require that specific requirements be met. Registration is entirely online within
30 minutes to one working day making Uzbekistan one of the fastest.
Founders have to submit the following documents:

- The company charter;

- Information about founders and their shares;
- Type of economic activity;

- Legal address confirmation;

- Passport details of founders and director.

The system automatically generates the Taxpayer ldentification Number (TIN) and allows
for government services. But as it is less difficult to collect capital, simplified registration and
lower requirements for capital, regulatory control at the first stage is less strict in Latvia. While
Uzbekistan has made good progress in digitising registration, some processes may still require
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notarisation or the physical submission of documents. In some cases, founders may need
preliminary licences or permits to extend registration. Registration usually takes 1-3 working days
in most common cases; additional approvals can increase the length of registration.

In general, both countries make a commitment to accessibility and entrepreneurialism, but
Latvia has stricter capital requirements and much more formal documentation requirements, while
Uzbekistan prioritizes speed, flexibility, and administrative simplicity. These differences affect
how foreign and domestic entrepreneurs are assessing risk, compliance, and long-term business
planning in each jurisdiction.

Founding process of joint stock companies

In Latvia and Uzbekistan, joint stock companies are founded in stricter legal, administrative
and capital regulations than LLCs because they treat shareholders, public accountability and
possible securities issuance more tightly. Both countries acknowledge the JSC as an appropriate
form for small and medium-sized enterprises, but their systems differ significantly in governance
arrangements, capital verification and regulatory control.

Latvia regulates the development of a Joint Stock Company (Lat. Akciju sabiedriba — AS),
by means of the Commercial Law and registration by way of the Register of Enterprises. A Latvian
JSC requires minimum share capital of €25,000 and at least 50% of it must be paid prior to
registration. There is more formalization of the formation process for an SIA because there are
more shareholders, and a mandatory two-tier structure that consists of the management board and
supervisory council. The founder must prepare and submit the following before they are eligible to
register.

- Founding decision or agreement;

- Information on shareholders;

- Proof of paid share capital;

- Supervisory council and management board details;
- Legal address confirmation;

- Registration application form.

The Register of Enterprises usually processes the registration within 3-5 working days, but
may require additional time if the company is planning to produce publicly traded shares. If that is
the case, the Financial and Capital Market Commission can also be involved in this case, especially
for prospectus approval. The Latvian public company register is a highly transparent register
designed to be defended by shareholders, reassured and supported by European Union governance
standards.

In Uzbekistan, a Joint Stock Company (Uzb. Aksiyadorlik jamiyati — AJ) is created under the
Law on Joint Stock Companies and controlled by the Capital Market Development Agency and the
Single Interactive State Services Portal. Using exchange rates, Uzbekistan requires a minimum
charter capital of at least 400 million UZS (about €30,000—€32,000 depending on exchange rates).
Similar to Latvia, Uzbekistan’s JSCs have a two-tier structure: one of an oversight board and the
executive body. But, registration has become more centralised and shares must be registered with
the securities regulator before they can operate fully. The founders are expected to submit:

- Company charter (statute);

- Founding agreement;

- Information on the shareholders and share distribution;
- Decision on share issuance;

- Legal address confirmation;

- Passport details of founders and executives.
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But even in the early process of application, the initial application can be submitted online
and a number of administrative procedures may need to be taken into account for approval of share
issuance or verification of non-monetary contributions. For a JSC, the registration takes 3-7
working days, but the regulatory review process is more rigged because capital market authorities
are involved.

In general, JSCs in both countries have higher capital caps, higher governance requirements
and more disclosure requirements than LLCs. And as part of a more formal, EU-driven structure
that reflects transparency and investor protection, Uzbekistan is continuing its reforms in corporate
governance and the modernization of share-based firms that make them accessible to local and
foreign investors. These are differences due to the other countries’ larger economic strategy and
regulatory priorities.

Common and different features of the founding process

When it comes to the founding of commercial enterprises in Latvia and Uzbekistan, they
reflect many common principles but differ in legal traditions, administrative systems and economic
priorities. Both States law recognizes Limited Liability Companies (LLC/SIA/MChJ) and Joint
Stock Companies (JSC/AS/AJ) which both systems require documents and charter, founder
information, legal address and corporate structure. Similarly, the government of both countries has
been increasingly digitalised the past few years and both states emphasize transparency, greater
administrative capacity, and support for entrepreneurship.

For the similar reasons, the two systems differ in their complexity, capital requirements, and
regulatory tightness. In Latvia, an increasingly formalised and documentary process under the
Commercial Law that demands minimum capital for LLCs (€2,800 standard, €1—€2,799 for small-
capital SIA) and €25,000 for JSCs. The US has lower capital thresholds for LLCs and no fixed
statutory capital for JSCs if sector-specific laws exist. Latvia also has obligations of mandatory
supervisory bodies for JSCs, while Uzbekistan allows greater flexibility in governance structure.
Another important difference is administrative methodology: Latvia maintains strict compliance
checks, notarisation-free digital signatures and public access to company information, while
Uzbekistan’s single window registration strategy places emphasis on speed and simplicity, often
completing the registration within minutes.

And digitalisation is another field of divergence. Latvia uses advanced e-signature systems
and the Enterprise Register public database and Uzbekistan has now digitised most steps but
sometimes requires physical submission or notarisation - especially for foreigners or limited
sectors.

In general, Latvia is better protected by legal protection and also more transparent,
Uzbekistan is faster to procedure and less administrative burdens. These differ in how domestic
and foreign entrepreneurs perceive market entry, regulatory certainty, and long-term operation
planning in each country.

CONCLUSIONS AND PROPOSALS

1. From the comparison, although it was observed that in Latvia and Uzbekistan
simplification of company registration, they were largely different in digitalization, capital
requirement rules, and administrative supervision.

2. Latvia presents a highly digitalized, transparent regime, which provides legal certainty, yet
the capital requirements may, nevertheless, represent barriers even for small entrepreneurs.
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3. Uzbekistan prefers one thing: accessibility and speed through the «one-window», though
some procedures are still paper-based, and regulatory control is not that strict in comparison with
Latvia.

4. Eventually, both systems reflect different policy priorities: Latvia focuses on transparency,
whereas Uzbekistan pursues rapid and accessible registration.

Proposals

1. Latvia may further facilitate capital requirements in order to favor micro-entrepreneurs.

2. Uzbekistan should further widen digitalisation, decreasing the remaining notarisation
requirements.

3. Both countries should enhance cross-border company recognition and administrative
cooperation.

4. More transparency, especially in Uzbekistan, would engender greater investor confidence
and long-term compliance.
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ABSTRACT

This paper examines the strategic transition from “Generative” to “Agentic AL” Research indicates that high-
performance firms have shifted to outcome-based business models. The study analyzes the integration of algorithms
into corporate governance, identifying the “Aiden Insight” board observer as a key precedent. The paper concludes
that sustainable advantage depends on a sophisticated management system for digital labor and the development of
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INTRODUCTION

As the global economy approaches the end of 2025, the narrative surrounding Atrtificial
Intelligence (Al) has undergone a significant maturation. This is supported by data from the World
Economic Forum (WEF), indicating that 86% of employers expect Al and information processing
technologies to radically transform their business models by 2030, rather than remaining mere
auxiliary tools for efficiency improvement [23].

The era of “irrational enthusiasm” that characterized 2023-2024, driven by ad hoc
experimentation and the novelty of generative chat applications, has substantially subsided. It has
been replaced by a stark operational reality: a profound disparity within the Fortune 500 between
a minority of “high-efficiency Al adopters” capable of industrializing cognitive processes, and the
vast majority of firms remaining stalled at the pilot stage [5].

Thus, Al is no longer viewed as an experimental technology or a source of speculative profit
but has become a systemic management factor influencing employment structure, long-term
investment priorities, and corporate governance architecture.

BASIC THEORETICAL AND PRACTICAL PROVISION
The global market has entered the “impact era”: the C-suite focus has shifted from the
adoption of “copilots” (tools that assist humans) to the orchestration of “agents” (autonomous

systems that execute workflows). The strategic imperative is no longer defined by how Al aids in
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content creation, but by its capacity to autonomously manage supply chain volatility, accelerate
pharmaceutical discovery, or engage in corporate governance.

According to recent data, although 88% of organizations utilize Al, nearly two-thirds have
not yet begun scaling it across the enterprise [14]. Only 6% of companies, identified as “high
performers”, can attribute 5% or more of their operational EBIT to Al adoption. This disparity
suggests that for the majority of firms, Al remains a cost center rather than a strategic asset.
However, for leaders in heavy industry and finance, Al has acted as a catalyst for a fundamental
pivot in business models, enabling manufacturers to reimagine themselves as SaaS providers and
logistics companies to monetize sustainability.

An analysis of the macro-strategic landscape reveals a similar disparity in value creation: the
“value gap” has become the defining metric for strategic managers in 2025. Despite extensive
global investment, return on investment (ROI) remains elusive for the majority. Data from the MIT
Networked Agents initiative indicates that 95% of generative Al pilots in 2025 failed to
significantly impact profitability [5]. Furthermore, 42% of companies scaled back the majority of
their Al initiatives in 2025, compared to 17% the previous year [11].

This failure rate is indicative of “strategic incrementalism”, the tendency to use Al to
optimize inefficient legacy processes rather than for radical business process reengineering.

The structural nature of this disparity is substantiated by macroeconomic forecasts from the
WEF. According to the Future of Jobs Report, by 2030, global technological and economic trends
are expected to generate 170 million new jobs, while approximately 92 million existing roles will
be displaced by automation and Al, yielding a net increase of about 78 million jobs in an optimistic
scenario [23]. These figures suggest that the problem lies not in an absolute contraction of
employment, but in the asynchrony of transformation: companies that fail to invest in scaling Al
and reskilling their workforce encounter rising costs and eroding competitiveness, while “Al High
Performers” convert Al into a source of sustainable economic value.

It is these “Al High Performers”, identified as “companies built for the future”, that
demonstrate revenue growth 1.7 times higher and EBIT margins 1.6 times higher than their
competitors [2]. These leaders adhere to the “10-20-70" resource allocation principle: 10% of
investment is directed toward algorithms, 20% toward infrastructure, and 70% toward business
transformation.

The period between 2023 and 2025 marked a technologically significant transformation,
definable as the transition from “Generative Al” to “Agentic AL.” Whereas 2023 was dominated
by chatbots assisting users, 2025 is defined by agents capable of reasoning, planning, and executing
multi-step workflows with minimal supervision.

The World Economic Forum further notes that approximately 39% of key professional skills
are projected to change by 2030 under the influence of Al and automation. Furthermore, up to 40%
of employers anticipate workforce reductions in functions where tasks can be fully automated by
algorithms [23].

This shift alters the unit of strategic analysis from “productivity” to “agency.” McKinsey
introduces the concept of “superagency”: a state in which employees function as managers of Al
agents rather than merely as task executors [14]. In this model, humans design workflows while
agents execute them. Consequently, the strategic management challenge shifts from talent
acquisition to the construction of digital “scaffolding” requisite for effective agent performance.

Furthermore, these indicators suggest that Al should be conceptualized less as a tool for
enhancing individual productivity and more as a form of digital labor. In this context, the core
managerial task becomes the design of agentic systems rather than the optimization of discrete
operations. It is reasonable to anticipate a management and HR revolution in the coming years,
driven by a fundamental shift in the logic of work management and key performance indicators
(KPISs).
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A pivotal event in corporate governance in 2025 was the integration of Al into boardrooms.
An illustrative precedent is International Holding Company (IHC), which appointed “Aiden
Insight” as an Al Board Observer [10]. Unlike previous PR stunts, this represents a functional
operational reality based on advanced cloud computing.

Aiden Insight processes decades of internal business data and market signals in real-time.
While it does not possess a vote, preserving the legal principle that directors must be natural
persons, it acts as a non-voting observer mandated to perform continuous risk assessment and
strategic planning support. This introduces the concept of “Augmented Governance,” where Al
challenges human biases with probability-based assessments of acquisitions and strategy [10].
However, this raises complex fiduciary questions: if an Al observer flags a risk that human
directors ignore, the board may face liability for negligence, as “ignorance is never a safe position”
in the algorithmic age.

Despite the potential for growth and the cited examples of successful implementation, the
WEF emphasizes that the skills gap remains a primary barrier to Al adoption: approximately 50%
of employers identify a deficit in competencies as a critical constraint on scaling Al initiatives [23].

Potentially, this amplifies the risks of “strategic hallucinations,” a scenario where leadership
delegates decision-making to agentic systems in the absence of a mature data culture, human
oversight, and institutional accountability mechanisms.

The most tangible impact of Al on strategic management is observed in the industrial,
logistics, and financial sectors. For instance, Siemens has anchored its strategy in the “Industrial
Metaverse,” positioning itself as a technology company blurring the boundaries between hardware
and software. By utilizing “digital twins”, physically accurate virtual replicas of factories and
products — Siemens has shifted its business model from selling assets (turbines, trains) to selling
the optimization of those assets [21]. This enables “predictive modeling,” mitigating capital
expenditure risks by simulating facilities prior to their construction.

John Deere has transitioned from equipment manufacturing to a “solution-as-a-service”
(SaaS) model [3Error! Reference source not found.]. Leveraging computer vision, specifically
the “See & Spray” technology, the company’s equipment distinguishes between crops and weeds
in milliseconds, reducing chemical usage by up to 70% [6]. This radically alters agricultural
economics, allowing the company to monetize the outcome (clean fields) rather than solely the sale
of machinery.

Amid the geopolitical instability of 2025, logistics strategy has shifted from efficiency to
resilience. Maersk’s “Star Connect” platform utilizes Al to process billions of IoT signals for route
optimization [13]. Furthermore, it facilitates “multimodal freight orchestration,” enabling the
company to market reliability as a premium product through instantaneous route recalculation
during disruptions.

In the financial sector, Morgan Stanley has employed Al to industrialize highly personalized
services. Tools such as “Auto Commentary” integrate market forecasts with client-level data to
generate personalized investment narratives [8]. This effectively automates the role of a junior
analyst, allowing the firm to offer mass personalization at zero marginal cost.

As previously noted, reliance on algorithmic decision-making introduces new corporate
risks. “Hallucinations”: the tendency of Al to fabricate facts, remain a persistent problem; in certain
models, their frequency actually increases with data complexity. Legal precedents, such as the Air
Canada chatbot case [24], have established the principle that corporations are liable for the
communications of their agents.

Furthermore, there is the risk of “strategic hallucinations,” where leadership relies on Al
market analysis that misinterprets the regulatory environment. The high failure rate of Al pilot
projects (95%) underscores the danger of deploying complex agents on immature data without
robust “human-in-the-loop” governance mechanisms [9].
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CONCLUSION

By the end of 2025, Al ceased to be a futuristic concept and became the operational
environment of the present. Strategic victors are those who have moved beyond the novelty of
generative chat tools and embraced the mechanics of agentic execution.

To succeed in strategic management in this new era, executives must shift to a “digital labor”
mindset, where the metric of success is the volume of fully completed tasks, rather than time saved.
Corporate governance must evolve to include a company “Al Constitution” that ensures
interpretability and accountability. Finally, organizations must view data as raw material for the
“Al factory,” recognizing that sustainable advantage lies not in commoditized models, but in
proprietary infrastructure and the “scaffolding” that manages them. The time for experimentation
has ended; the time for architectural integration has begun.

Data from the World Economic Forum for 2024-2025 confirms that Al is becoming not
merely a technological trend, but a factor in the redistribution of global economic value and
employment. Companies that view Al exclusively as a means of cost optimization risk falling into
the “laggard” category, whereas organizations investing in agentic architecture, workforce
reskilling, and corporate Al governance are forging a long-term competitive advantage.

In conditions where tens of millions of jobs will be transformed, strategic management in the
era of agentic Al requires a transition from the logic of experiments to the logic of institutional
building — of Al factories, digital labor, and augmented corporate governance.
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ANOTACIJA

Raksts analiz€é, ka organizaciju garigds veselibas programmas var uzlabot darbinieku noturéSanu
mazumtirdznieciba Srilanka, Tpasi Keells uznémuma. P&tijuma konstatéts, ka strukturétu atbalsta sistému trikums
veicina kadru mainibu. Izmantojot jauktu metoZu pieeju, tiek izstradata praktiska OMHP stratégija, kas uzlabo
labbiitibu, iesaisti un organizacijas stabilitati.
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ABSTRACT

This paper discusses why organizational mental health initiatives are effective in employee retention within the
Sri Lankan retail sector with reference to Keells. One of the factors that promote turnover is the absence of a structured
mental health support, as identified in the study. The proposed research applies the mixed-method approach to the
creation of a practical retention strategy grounded on OMHP, which enhances the well-being, engagement, and
organizational stability.

Keywords: Employment Retention, Mental Health Programs, retial sector, Keells, Well-being
INTRODUCTION

The retailing industry in Sri Lanka has evolved very fast as a result of urbanisation, changing
consumer demands and increasing competition among the chains such as Keels, Cargills and
Arpico. Such demands have put pressure on work, role overload, and customer contact and volatile
shifts by frontline employees, making retail workers one of the most psychologically stressed
groups in the country [5].

The problem of high turnover, burnout, and work-life conflict has become widely spread, but
well-organized mental health programs are still insufficient. This forms a critical mismatch: the
absence of formal organisational mental health programmes (OMHPSs) among retailers like Keels
is part of the reason why these organisations have low levels of psychological safety, escalating
levels of stress, and high rates of employee turnover [3].

Turnover is an issue that Keells should focus on as a strategic retention measure as it
interferes with the quality of service, increases recruitment expenses, and diminishes organisational
knowledge. Evidence on an international level indicates that EAPs are one of the most effective
interventions that enhance employee engagement and retention, MHFA training, PSC frameworks
and flexible work systems are among the methods, but these are not localised to Sri Lanka.
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Research question

What is the relationshp between organizational mental health and employee retention at
Keels Holdings Plc?

Research aim

To examine the relationship between organizational menatal health practices and employee
retention at Keells Holdings Plc.

Thus, the research strategy is to work out the strategy to improve employee retention in the
Sri Lankan retail based on the effective implementation of OMHP. The mixed-methods design was
adopted with the survey of 200 employees at Keells and the qualitative analysis of the HR policies,
exit interviews and national labour reports. The triangulation enhanced validity, which showed that
mental health support has a critical influence on employee commitment and long-term retention
factors in the retail industry.

BASIC THEORETICAL AND PRACTICAL PROVISION

Organisational Mental Health Programs (OMHPS) is based on the JD-R Model and
Psychosocial Safety Climate (PSC) to elucidate the effect of stressors at work on retention [1].
Primary prevention measures, which are job redesign, flexible schedules, and better work
environments, as illustrated in Figure 1.1 minimize job demands and avoid strain.

Figure 1. 1. Elements of primary prevention in organizational mental health (Developed by the
author, source: (Schaufeli & Bakker, 2004)
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JOB DEMANDS - RESOURCES (JD-R) MODEL

Organisational

Outcomes

Motivation

Figure 1. 2. Job demands- resources (JD-R) model (Conway & Briner, 2005)

Figure 1.2 (JD-R model) depicts that excessive demands cause burnout whereas job resources
facilitate engagement and retention. As it has been shown by the PSC framework.the existence of
psychological safety which is facilitated by the leadership commitment, supportive policies, and
open communication allows OMHPSs to operate successfully.

These theories combined indicate that properly designed mental health initiatives enhance
the well-being of employees, commitment, and turnover within the retail setting like Keells is
greatly reduced.

RESEARCH RESULTS AND THEIR EVALUATION

The results of this study are good indications that organizational mental health variables are
some of the strongest factors that affect employee engagement and consequently retention at Keells
Holdings PLC. Demographic trends include the fact that the workforce of the organization is
mostly young and at the early stages of their careers with 75 percent of employees being younger
than 35 years. The group is generally more vulnerable to work-life imbalance, unpredictable shifts
as well as lack of support-factors that expose them to burnout. Employing an overpopulated
employee base in Sales and Store Operations additionally increases the dose of customer stress,
emotional labour, and physically challenging jobs, which supports the necessity of interventions in
mental health specific to this case.
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The table 1.1 the model summary (Developed by the author)

Model Summary

Adjusted R Std. Error of
Model = R Sguare Square the Estimate
1 478® 772 7649 4607936207

a. Predictors: (Constant), Career Development Opportunities,
Work-Life Balance , Leadership Support, Job Satisfaction

These demographic observations are supported by regression findings. The model shown
above has a value of R = 0.878 and an R2 = 0.772, indicating that the work factors related to mental
health explain the variation in employee engagement more than 77% together. This is a very high
degree of explanatory power of behavioral study, which implies that the involvement in the Keells
Holdings PLC is heavily influenced by job satisfaction, the support of leaders, working-life
balance, and career development. These results are directly consistent with the JD-R model, which
supposes that job demands are compensated by job resources and increase motivation.

Table 1.2 ANOVA table (Developed by the author)

ANOVA®
Sum of
Model Squares df Mean Square F Sig.
1 Regression 211,692 4 52923 249248 0oo®
Residual 62,638 295 212
Total 274.330 299

a. Dependent Variable: Employee Engagement

b. Predictors: (Constant), Career Development Opportunities, Work-Life Balance |
Leadership Suppor, Job Satisfaction

The results of ANOVA prove the overall significance of the model (F = 249.248, p < 0.001).
This shows that the predictors set, which is a core of dimensions of OMHPs, has a significant and
valid impact on engagement. This means that mental health is not a fringe HR issue, but is proven
to be a statistically significant predictor of employee performance in Keells Holdings PLC.
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Table 1.3 coefficient table (Developed by the author)

Coefficients”

Standardized

Unstandardized Coefficients Coefficients
Model B Std. Error Beta t Sig
1 (Constanf) -.080 A10 =727 468
Joh Satisfaction 238 064 240 3.697 .000
Leadership Support 323 060 311 5427 .000
Work-Life Balance 302 061 267 4912 .000
Career Development 154 059 128 2598 010

Opportunities

a. Dependent Variable: Employee Engagement

Moreover, the coefficient analysis indicates that the strongest predictor is the leadership
support (b = 0.311) and then the job satisfaction and work-life balance. This means that workers
are motivated better by supervisors who are helpful, understanding and flexible schedules, which
are all necessary elements of good OMHPs. Although smaller in impact, career development is still
important and supports the need of growth opportunities to enhance long-term retention.

Combined, these evidences prove the fact that mental health interventions are measurably,
and significantly effective at affecting engagement and also play a critical role in the creation of an
effective retention strategy at Keells Holdings PLC.

CONCLUSION

This paper has shown that organizational mental health programs (OMHPs) are very
important in reinforcing staff retentions within the retail organisations like Keells. The results
indicate that high job demands, low levels of emotional support, and poor psychosocial safety
climates are some of the factors that lead to stress, burnout, and turnover intentions. On the other
hand, supportive leadership, flexible working hours, effective communication, and mental health
service are of great support and will assist in keeping the employees committed to the organisation.

Relied on these findings, it can be suggested that Keells should introduce a structured OMHP
model, which involves Employee Assistance Programs, Mental Health First Aid (MHFA) training
of managers, participatory wellness strategy, and strong communication habits. The additional
measures to help long-term retention will be to strengthen career development pathways and
gender-inclusive policies. Nevertheless, the research does not lack limitations. The study is also
restricted to the employees working in one geographical region, and this will limit the
generalizability to all Keells stores throughout Sri Lanka. Self-reported survey data can also be
biased even though anonymity is expected. Longitudinal data, inter-company comparisons, and
qualitative interviews need to be researched in future to enhance the knowledge on how particular
OMHP components contribute towards retention in the long-term. On the whole, the study
confirms the strategic significance of mental health as a key to the workforce stability and
organizational sustainability.
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ABSTRACT

This article analyzes the impact of artificial intelligence on the financial technology sector and the banking
industry. It examines the economic impact of Al technology implementation, the transformation of professional roles,
and the systemic risks of digitalization of financial services. It presents quantitative forecasts for Al market growth in
fintech, estimates of potential reductions in operating expenses, and changes in the employment structure. Particular
attention is given to a comparative analysis of the benefits and risks of Al transformation, which requires the
development of a balanced strategy for managing the technological transition.

Keywords: Artificial intelligence Al, FinTech, banking industry, digital transformation, automation, labor
market, quantum banking, agent-based models, hyperpersonalization, quantum-native finance

"AI will be smarter than entire humanity by 2029"
Elon Musk

INTRODUCTION

Artificial intelligence (Al) is one of the most transformative technologies of the past few
years, influencing not only economic processes but also social institutions, legal systems, and
cultural patterns. The banking and financial sectors, traditionally early adopters of technological
imnovation, are at the forefront of these transformations.

According to a PwC study, Al could add up to 15,7 trillion USD to the global economy by
2030, exceeding the combined GDP of China and India [1,10,11,12]. The past three years (2023—
2025) provide an opportunity to conduct a preliminary analysis of the benefits and risks of
implementing Al in FinTech and the banking industry, as well as assess the socioeconomic
consequences of the ongoing transformation.

The market for Al solutions in the financial technology sector is demonstrating exponential
growth. According to Market Data Forecast, the global fintech market will grow from 209,74
billion USD in 2024 to 1583,05 billion USD by 2033, with a compound annual growth rate (CAGR)
0f25.18% [2,3].

For the banking sector, forecasts are also optimistic, with McKinsey estimating that
generative Al could generate up to 340 billion USD in additional annual value for the banking
industry. These figures demonstrate Al's transformation from a niche solution to a core technology
platform for the financial industry.

Even over the past three years, it's clear that banking institutions and fintech companies are
moving from pilot operations to mass implementation and system integration [4,5,6]:

- 92% of banks are using Al in at least one key function;

- 78% of organizations are already using Al in business functions;
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- 75% of UK financial services companies have implemented Al, with another 10% planning
to do so in the next three years;

- 91% of financial services companies are evaluating or have already implemented Al in their
products .

Increasingly, companies and banks are defining themselves as "Al-native organizations".

The most obvious benefit of Al technologies is increased operational efficiency. McKinsey
& Company estimates that artificial intelligence has the potential to reduce banks' operating costs
by 22% by 2030, equivalent to savings of approximately 1 trillion USD globally. This study shows
that Al could increase banks' pre-tax profits by 12-17% by 2027, adding approximately 180 billion
USD to their total profits [7,8,9].

This effect is achieved through:

1. automation of data processing and document flow;

2. optimization of transaction timing;

3. reduction in operational errors;

4. improved forecasting and risk management accuracy.

A study by the Bank of England and the FCA showed that 75% of UK financial companies
have already implemented Al (compared to 58% in 2022 and 14% in 2019), with another 10%
planning to do so in the next three years. Among insurance companies, the figure reaches 95%, and
among international banks, 94% [5,6].

The technologies themselves and their development are quite expensive, creating the risk of
monopolization by a group of large market players to whom these technologies (algorithms, Big
Data, and computing power) are available, and "others" to whom the technologies will become
available as they become cheaper. This creates the conditions for:

1. increasing economic inequality between leading and lagging companies;

2. widening the gap between qualified Al specialists and the rest of the workforce

3. formation of oligopolies in the fintech sector.

Technological leadership in Al is becoming a factor in geopolitical dominance, including
through state-owned banking corporations and the provision of Big Data technologies, algorithms,
and capabilities to financial institutions (which may be largely centralized, as in China).

Accordingly, in this area (Al implementation), intense competition will arise at the state and
corporate levels for:

1. control over data and computing resources;

2. development of global Al standards;

3. attracting talent in the field of artificial intelligence.

The financial sector, as critical infrastructure for the economy of any independent state, finds
itself at the center of this competition. Differences in regulatory approaches, technological
capabilities, and ethical standards could lead to the fragmentation of the global financial system.
While the simplest solution over the past decade and a half was to ban certain operations or
activities in FinTech or the DeFi world, technological advancement and the power of Al have now
reached such a level that a technological race of sorts is emerging in this area. This is evident in
politicians' statements about crypto assets, in the actions of regulators (the active implementation
of CBDCs and the development of the legislative framework MiCA, DORA, the EU AI Act, and
so on), in the industry's capitalization, and in expert engagement. Woe to those who missed out on
this train.

ChatGPT, which gained widespread adoption in early 2023, became a hyper-popular tool in
just a few months, giving rise to a whole host of similar tools developed by their creators to solve
more specialized problems. Currently, there are dozens of such solutions.

At the same time, according to experts at consulting firms, this tool is a kind of Henry Ford
"Model T," and the transformation into a modern BMW, Porsche, or Tesla will be significantly
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faster than the same evolutionary process in the 20th century. We're talking about years, not
decades. And it's quite possible that in the coming years, "Industry 6.0" will be announced, based
on quantum computing.

Are experts in various fields (including banking and finance) prepared not only for the scale
of possible transformations, but also for the dynamics of these changes, as Al will rewrite
civilization. The implementation of Al affects fundamental aspects of the functioning of society:
methods of learning, communication, decision-making, the formation of meanings and cultural
values, as shown in Table 1. In the context of financial services, this manifests itself in a radical
rethinking of business models, operational processes, and professional competencies.

Table 1
ATl will rewrite Civilisation

Value Creation

Human Identity

Productivity Jumps

Restructuring entire professions

Value shift to those who own Al, data and
computing power

How we will learn

How we will communicate

How we will make decisions

How we will form meaning and culture

Legal Systems Geopolitical Dominance
Re-engineering: Autonomous drones
- Laws Autonomous cyber attacks
- Values Real-time battlefield intelligence
- Rights
- Governance

Source: PWC (2025). The Luxembourg Mind Geopolitical Symposium 2025. Dariush
Yazdani, Partner, PwC Luxembourg

One possible response, in terms of influence or, conversely, lack of influence in the legal
field, could be the European Commission report "Industry 5.0: Towards a sustainable, human-
centric, and resilient European industry," published several years before the active promotion of Al
solutions.

The general idea of this study was that humanity is entering a new stage, "Industrial
Revolution 5.0," the main difference being a paradigm shift: from technology for the sake of
developing further technology to technology for people and the planet. While Industry 4.0 sought
to replace humans with technological solutions where possible (digitalization and automation of
existing processes), Industry 5.0 aims to create synergy between human capabilities and the
growing capabilities of technology (a harmonious combination of technological processes, human
needs, and environmental sustainability).

The report highlights three key characteristics [13]:

1. Human-centricity — industry should serve people, not the other way around. This includes
improving working conditions, developing worker skills, and creating jobs that complement human
capabilities with technology.

2. Sustainability — industrial production should adhere to planetary boundaries, utilize
circular business models, and strive for carbon neutrality.

3. Resilience — the ability to adapt to crises and unexpected changes, as demonstrated by the
COVID-19 pandemic.

A comparison of the characteristics of Industrial Revolution 5.0 with previous stages is
presented in Table 2.
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Table 2
Comparative Characteristics of Industrial Revolution 4.0 vs Industrial Revolution 5.0

Characteristic

Industrial Revolution 4.0

Industrial Revolution 5.0

Timeframe

2010s — present

2020s — future

Core Concept

Digitalisation and
production automation

Human-centric production with
sustainable development

IoT, Al, big data, cloud

Collaborative robotics (cobots),
augmented Al, biotechnology,

system connectivity

Key Technologies computing, robotics, 3D .
o . quantum computing, neural
printing, blockchain .
interfaces
Focus Efficiency, automation, Sustainability, personalisation,

human wellbeing

Human Role

Partial human replacement
by machines

Human-machine collaboration,
augmentation of human capabilities

Production Goals

Mass production, process
optimisation

Customised production, circular
economy

Environmental Aspect Energy efficiency as by- Sustainable development as main
product goal
Social Direction Technological progress Addressing social problems and

improving quality of life

Human-Machine

Humans operate smart

Human-machine symbiosis

Interaction machines

Production Model Smart factories, digital Adaptive, flexible production
twins ecosystems

Innovation Approach | Technological innovations | Socio-technological innovations

Data Management

Big data collection and
analysis

Ethical data usage considering
privacy

Personalisation

Mass customisation

Complete product and service
personalisation

Economic Model

Digital economy

Sharing and sustainability economy

Skills of Experts

Digital and technical
competencies

Creativity, emotional intelligence,
systems thinking

Source: Author's development [13, 14]

Thus, according to the authors, Industry 5.0 should not replace Industry 4.0, but rather a
complementary development that brings new values. And of course, European industry, including
banking and financial services, should become leaders not only in technology but also in the
humanistic approach to its application. But is this true when it comes to implementing advanced
technologies and AI?

It was assumed that both Industry 4.0 and, even more so, Industry 5.0 would replace routine,
arduous tasks. However, as practice shows, the professions most at risk of complete replacement
are those requiring relatively high qualifications and education (professional training to an expert
level requires 2-3 years of study and several years of professional work in the field):

1. Accountant;

2. Operations Control Specialist and Back Officers

3. Risk Manager

93



4. Compliance Control

5. Market Analyst

6. Investment Project Manager

7. Project Manager

The scale of potential job losses is a serious concern. This is why, in March 2023, the Future
of Life NGO published an open letter calling for more accountability and control over the
implementation of Al, and perhaps a pause in the deployment of advanced Al systems to allow for
the ability to predict scenarios, risks, and consequences. The letter was signed by hundreds of
experts and business leaders, including Apple co-founder Steve Wozniak and Tesla founder Elon
Musk. The letter's overall message can be summarized as follows: "Modern Al systems are capable
of competing with humans at some tasks, and we must ask ourselves these questions... Should we
automate all jobs?" [15].

The Norwegian Sovereign Wealth Fund issued a similar appeal, calling for a responsible
approach to the threats posed by the widespread adoption of Al. The fund stated that systems must
be created "consistent with people's values and intentions" and that the potential "long-term impact
on jobs and human capital management" must be responsibly assessed [16]. Looking at the
situation globally, the World Economic Forum's forecasts indicate that over the next five years, Al
implementation will eliminate 83 million jobs, creating 69 million new ones (i.e., 14 million fewer
than it will destroy) in 2023. And the new more optimistic scenario in 2025: global technological
and economic trends are expected to generate 170 million new jobs, while approximately 92
million existing roles will be displaced by automation and Al [17,18]

According to a Bloomberg Intelligence survey conducted in early 2025, based on a survey of
CIOs and CTOs at 93 major banks, Al could eliminate up to 200,000 jobs at global banks within
3-5 years. Goldman Sachs predicts automation, followed by Al replacement, of over 300 million
jobs [19]. On average, banks expect a 3% workforce reduction, with nearly a quarter of respondents
predicting deeper cuts of 5-10% [6,20].

A Citigroup study shows that 54% of banking roles are at high risk of automation, more than
in any other sector. Another 12% could be partially automated or augmented by Al. As noted, the
most vulnerable positions are in back-office, middle-office, and operational functions, as well as
in customer service and compliance [20].

Accenture estimates that 73% of US bank employees' time could be impacted by generative
Al [4].

JPMorgan Chase CEO Jamie Dimon emphasizes the need to develop competencies that Al
cannot replace:

1. Critical thinking;

2. Emotional intelligence;

3. Communication skills.

The positive aspect is that along with the reduction comes a transformation, but not a
complete job destruction. According to McKinsey research, 44% of banking tasks will be
reimagined by 2030 [8,9].

Employees are being redeployed from routine operations to solving complex problems:

1. Lawyers are moving from document analysis to strategy development;

2. Analysts are shifting their focus from data preparation to data interpretation;

3. Call center operators are focusing on complex queries instead of FAQs;

4. Compliance & AML officers are focusing on analyzing the essence of cases rather than
analyzing primary documents.

Researchers from the Massachusetts Institute of Technology have expressed a positive
assessment of the prospects, pointing out that Al will make work faster and more productive rather
than completely eliminating human involvement. Their research showed that the use of Al can
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speed up programmers' coding work by 56%, while professional writing will become 40% faster
and 18% better quality [21].

At the same time, new professional roles are emerging: Al trainers, Al ethicists, prompt
engineers, and data managers.

But given the number of potentially lost jobs (highly skilled specialists) and the time needed
for retraining, potential social problems are unavoidable. Added to this is the aging population, one
of the downsides of which is the greater time and energy required to retrain people aged 60 and
older.

This is confirmed by the fact that the precariat is beginning to transform: increasingly, this
new class includes people with higher education and high qualifications. By the precariat
(precarious — unstable, unsustainable, combined with the definition of the proletariat), British
economist Guy Standing, who coined the term, defines a new class characterized by a lack of
permanent employment, truncated social guarantees, and civic rights.

Furthermore, most experts are highly skeptical about the ability of educational systems and
corporate training programs to adapt to the pace and depth of technological change.

Continuing with the topic of the legal component in the development of Al in finance, it can
be noted that, in addition to legal ones, ethical norms are also being added to the relationship
between humans, Al, and the banking business. The implementation of Al requires a radical
rethinking of the legal framework:

1. mechanisms for attributing responsibility for algorithmic decisions;

2. regulating the use of personal data;

3. ensuring the transparency and explainability of Al systems;

4. preventing algorithmic discrimination.

Regulators in different jurisdictions offer different approaches, from the precautionary
principle in the EU to the laissez-faire approach, which creates risks of regulatory arbitrage and
fragmentation of the global financial market.

A full analysis is impossible without considering technological aspects and the opportunities
and risks they create. The introduction of Al is catalyzing the emergence of fundamentally new
approaches to financial services, which impact the industry not only through the development of
new financial instruments and products, but also through fundamentally new business models.
These include:

1. Hyper-personalization. Machine learning algorithms enable the creation of individualized
financial products tailored to the specific needs, behavioral patterns, and risk profiles of clients.
Experts expect that banks will transform from a "single product" format into an anagram of
personalized services, customized by Al for the client. This Al will generate "financial avatars"
(LLM models that simulate client behavior and optimize their finances). Clearly, personalized
pricing and budgeting will come under control, as will tools that meet the current client's interests
(loans, investment portfolios, insurance policies).

2. RegTech and Al compliance. Al-powered regulatory technologies provide automated,
continuous compliance monitoring, suspicious transaction detection, and regulatory risk
management in real time:

- AML, Compliance (KYC and so on) based on biometrics and behavioral models;

- Self-driving compliance: control systems detect regulatory risks and alert the financial
institution and/or client.

It is expected that 80-90 percent of false alerts will disappear thanks to models with deep
internal analysis.

3. Banking-as-Code. The "banking-as-code" paradigm implies a modular architecture for
financial services, allowing banking functions to be embedded into arbitrary digital ecosystems via
APIs and programmed. Thus, in the near future, clients will likely be able to:

95



- Set up automated investment portfolio formation and management;

- Automate the rules of their financial behavior (risks, budget, etc.);

- Use personal financial advisors — bots.

4. Autonomous markets. Agent-based models based on Al are transforming financial
markets, enabling algorithmic trading without human intervention and creating new pricing and
liquidity mechanisms. The most fundamental transformations are expected to affect the stock
market:

- Most transactions (experts indicate over 80%) will be generated by Al systems, not humans;

- Exchanges will implement Al platforms to monitor manipulation and systemic risks;

- Regulators will move from post-factum reporting to real-time supervision. During these
transformations, financial markets will become networks of autonomous agents interacting with
each other. This will primarily change the role of humans—professional traders and analysts—into
professionals who will perform their professional activities in conjunction with Al. The next
generation of Al will not simply predict prices; it will make decisions independently, using
algorithmic analysis based on fundamental, news, and social parameters. McKinsey estimates that
by 2030, more than 50% of all hedge funds will be managed entirely by autonomous agents [8,9].

Table 3
Agentic Al vs Gen Al in Finance
Feature Generative Al Agentic Al
Primary role Creates content like reports or | Executes finance tasks
summaires autonomously
How it works Responds to prompts using | Uses logic, memory, and reasoning
language madels to act on goals
Finance example | Drafts a budget commentary Fixes reconsiliation issues
proactively
Limitations Needs human input and context | Works independently, with
oversight
Best fit Report writing, virtual assistants | Cash forecasting, close,anomaly
detection

Source: Soumi Sarkar (2025) Agentic Al in Finance: Everything You Need To Know [22]

Thus, by this time, financial systems will become ecosystems of Al agents, where humans
set goals and Al executes them autonomously. Banks will then act as platforms that act as
custodians of capital, providers of necessary licenses and regulatory-required infrastructure, in
other words, primarily as operational services. Humans themselves will be augmented by Al
assistants: Al as investment agents; Al as personal finance and budgeting agents; Al as insurance
agents, etc.

Clearly, the growth of technology creates a similar risk of frauds. It must be acknowledged
that, despite living and working outside the law, representatives of this "industry" are highly skilled
professionals who pose a corresponding level of threat. Statistics on the growth of targeted fraud
and the use of Al in such cases are alarming:

1. Voice and video fraud [23, 24, 25]:

- More than 70% of cases involving biometric (voice) fraud confirm that they were unable to
distinguish a voice generated by fraudulent Al from a real voice

- The number of registered cases of voice fraud increased by more than 600% from 2023 to
2024.
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- According to experts, the cost of generating a "clone voice" similar to the original has
significantly decreased to 1-5 USD, and the time for such generation has decreased to 30 seconds.

- 2024 was a record year for damages from video fraud. Losses in the corporate sector exceed
1 billion USD, according to estimates from the insurance and cybersecurity industries.

- More than 100,000 new fake videos appear online every month, more than 85% of which
are created for fraudulent purposes. The most common are statements from socially recognizable
and significant individuals (politicians, executives of large businesses, or financial institutions)
who are used to advertise or make deliberately false forecasts. Losses from such fraud amount to
tens of millions of US dollars.

2. Financial and banking Al fakes and fraud. Fraudsters are using Al in social engineering:
phishing schemes, where requests or emails are generated by Al based on an analysis of the
potential victim's social media profile, etc. Experts estimate that such schemes account for at least
35% of all "social engineering" fraud and continue to grow rapidly [26].

A separate element of Al-based fraud is the attempt to bypass compliance and AML controls.
Experts claim that one in three banks in the US and Europe has encountered such cases (generating
false information, fake videos and voices using stolen documents, and much more).

Classic, systemic risks are also growing, given the increasing automation of financial markets
and banking operations:

1. Autonomous cyberattacks. Al systems can be used to conduct adaptive cyberattacks
capable of bypassing traditional defense mechanisms.

2. Algorithmic opacity. The "black box" nature of complex machine learning models
complicates decision auditing and attribution.

3. Systemic failures. Interconnected Al systems can cause cascading failures and flash
crashes in financial markets.

4. Disappearance of traditional checks. The automation of the role of traders and analysts
eliminates the human factor, which traditionally served as a buffer against irrational decisions.

5. Systemic "hallucinations" of Al, which often take the form of independently generated
information that is not truthful or verified. This risk has already led to litigation. The reason for this
is primarily the very logic of Al development, which actively utilizes all the information provided
by the internet and available Big Data providers, often unverified.

This is why, in one of his interviews, Elon Musk, a champion of innovative technologies,
expressed his concern about the uncontrolled development and use of Al. In his view, powerful
breakthrough technologies always carry risks if they rely on distorted data: Al grows and develops
on information from the internet and absorbs falsehoods as easily as real facts. Because of this,
systems confuse reality and draw conclusions that can be not only irrelevant but often dangerous.
In his opinion, safe Al systems must rely on three fundamental pillars: truth, aesthetics, and
curiosity about how the world works. Al should strive to understand reality and help people, not
push technology toward destruction [27].

This is one reason why the uncertainty surrounding so-called convergent technologies, which
will apparently underpin Industry 6.0, is both curious and troubling. It will likely be a combination
of Al and other breakthrough technologies, particularly quantum computing [28].

If Al makes information instantaneous, cheap, and distributed, then quantum computing and
the Al built on it will enable the simultaneous analysis of millions of combinations.

It's difficult to predict how, for example, the traditional stock market will be transformed,
even if it is largely comprised of Al agents. Clearly, analysis time will be reduced, analysis could
be more multifactorial (as will risk management), and it's quite possible that this format will allow
for the discovery of relationships inaccessible to modern investment banking and the construction
of speculative models based on them. The derivatives market will become more predictable and
potentially less risky.
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It can be assumed that such a symbiosis will effectively shift risk control and stress testing
into real-time, changing the functionality of bank treasuries and the work of regulatory bodies.

At the same time, the emergence of such solutions also carries obvious risks, among which
experts highlight:

1. hacking of existing cryptographic systems and standards (causing vulnerabilities in
banking systems, SWIFT, etc.);

2. a qualitative leap in the speed and complexity of financial modeling;

3. the emergence of unpredictable systemic effects (hallucinations, incomprehensible
algorithms, lack of transparency in quantum models, etc.)

4. the risk of unequal access to technology (government — financial institution — client)

5. the risk of a full spectrum of cyber threats

6. the unpreparedness of regulators for this business format (as well as a lag in response to
issues of using Al and cryptoassets)

At the same time, experts estimate the timeframe for the emergence of quantum-native
finance to be 2035-2040. And it is quite possible that we will quite quickly enter the age of Industry
7.0, where a “financial singularity” will occur, when Al will overtake humans in its capabilities.

CONCLUSION

Artificial intelligence in fintech and banking represents more than just a technological
upgrade, but a fundamental transformation of the industry with far-reaching socioeconomic
consequences, some of which are difficult to predict.

The obvious benefits of Al include increased efficiency, cost reduction, and the creation of
innovative products and services. Projected savings of 1 trillion USD by 2030 and market growth
to hundreds of billions of dollars create powerful incentives for continued Al transformation. The
prospects for financial use are more than obvious, even without taking into account the aspects —
issues — identified by the author in Table 1.

All of these advantages are accompanied by serious systemic and non-systemic risks:

1. structural unemployment and institutional unwillingness to counter it. The decline of the
middle class (including skilled and highly skilled experts) to the precariat;

2. the concentration of economic power, uneven access to technology;

3. A critical increase in Al-enabled fraud;

4. Systemic vulnerabilities and the need to rethink legal and ethical frameworks. Legal
services at the level of intergovernmental institutions, government agencies, and financial
institutions are clearly lagging the scale and speed of transformations due to Al implementation;

5. The scale of potential job losses (up to 200,000 in the global banking sector) and the share
of automated roles (54%) require proactive transition management strategies.

The uncertainty of converging technologies (quantum computing in banking), which are
likely to become a reality in the coming years as part of Industry 6.0, also raises a high level of
concern. This is why leading business leaders and experts are proposing a more thoughtful and
regulated implementation of technology in human life (in terms of approach, timing, and legally
sound and binding actions). Successful integration of Al into the financial sector requires a
balanced approach that combines technological innovation with social responsibility, economic
efficiency with inclusiveness, and the pursuit of competitive advantage with the management of
systemic risks.

At the level of government regulators:

1. Developing adaptive regulatory frameworks;

2. Requirements for the explainability of Al systems;

3. Standards for testing, implementation, and auditing of algorithms;
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4. International regulatory coordination.

At the societal level:

1. Reforming education systems;

2. Creating effective social protection mechanisms;

3. Public dialogue on Al ethics (legally formalized and at the level of a "social contract");

4. Ensuring inclusive technological development.

At the level of financial institutions:

1. Investing in employee retraining programs;

2. Developing a culture of responsible Al use (including ethical standards);

3. Ensuring transparency of algorithmic decisions;

To minimize the risks and maximize the benefits of Al transformation, actions are needed
that seem completely obvious, but are impossible to implement in the short term. The average
regulatory development time (1-3 years) lags behind innovation cycles (6-12 months).

The lack of technical expertise, fragmented legislative approaches, and legal uncertainty
regarding intellectual property, liability, and cross-border data management all, contribute to the
pessimism about rapid response and the dynamism of implementation that won't harm people.
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ABSTRACT

The article analyzes the stages of development of the Decentralized Finance (DeFi) sector and the factors that
make DeFi attractive for investment. The purpose of the study is to examine how DeFi has evolved from an
experimental area of the blockchain economy into an important element of the global financial system. Particular
attention is paid to the risks that accompany the process of DeFi’s transformation.

The DeFi sector is of interest for two reasons. The first reason is technology. The second reason is the scale of
investment and the presence of a high-tech, rapidly growing infrastructure. As with any emerging technology, DeFi
demonstrates rapid growth alongside significant risks.

In the course of the study, the structure of DeFi is examined at the architectural level, key areas of DeFi
integration with the financial sector are identified, and the reasons for the growing interest of investors in DeFi are
analyzed.

The article provides an analysis of the specific risks of the industry in conjunction with the stages of
development of decentralized finance (2017-2025) and proposes trends aimed at risk mitigation and the further
development of the industry.

DeFi is defined as an important investment sector of the financial infrastructure, considered not as an alternative
to the existing financial system, but as a technological foundation for its gradual transformation, provided that risk
management mechanisms and regulation continue to develop.

Keywords: decentralized finance DeFi; financial infrastructure; tokenization; systemic risk; regulation;
blockchain, Total Value Locked (TVL), DEX, RWA, Regulation on Markets in Crypto-Assets (MiCA), DAO, TradFi

INTRODUCTION

Decentralized Finance (DeFi) can be defined as a system of financial applications built on
public blockchains, in which core financial functions — such as trading, lending, settlement, and
asset management — are performed through smart contracts rather than centralized intermediaries.
Within this model, ownership rights, enforcement of obligations, and risk management are encoded
directly into software, while transparency and accessibility are ensured by the public nature of the
underlying ledger [5].

Over the past five years, DeFi has ceased to be merely an experiment within the cryptoasset
industry. It has become a noticeable component of the financial system, as evidenced by growing
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performance indicators. Total Value Locked (TVL) — the aggregate value of assets locked in DeFi
protocols — has increased, new protocols have emerged, and major market participants have begun
testing DeFi capabilities.

According to various sources, the size of the decentralized finance market amounted to:

- USD 46.6 billion in 2024, with a projected increase to USD 78.5 billion by 2029, at a
compound annual growth rate of over 10.9% (2024—2029) under the baseline scenario [6];

- USD 71 billion in 2024, with expectations of growth to USD 457 billion by 2032, reflecting
significant potential for the technological and institutional integration of DeFi into the financial
agenda [7].

The overall dynamics based on the TVL indicator can be presented in tabular form:

Table 1.
Dynamics of sector growth and integration
2017 - 2019 2020 - 2021 2022 - 2023 2024 -
2025
TVL, Less than 1 More 100 - 150
USD billion than 200
Technolo Pilot Hypergrowth. Market Mature
gies and operation of DeFi Decentralized downturn, stage
integration exchanges, lending | stablecoin-related
protocols, and yield | issues, and reduced
programs liquidity

Source: compiled by the author based on data from [5,7,14,19]

Traditionally, the United States holds leading positions, accounting for approximately 36%
of the market share of the DeFi technology market by value [7]. With regard to the European Union,
statistics for this bloc indicate that Total Value Locked (TVL) in DeFi protocols increased from
EUR 45 billion in December 2023 to nearly EUR 114 billion by the end of 2024, reflecting a rapid
growth in capitalization.

All of this underscores that DeFi is perceived not only as a speculative component but also
as financial infrastructure [5]. The DeFi sector is often referred to as an alternative to traditional
finance and, at times, as a source of heightened risks and instability. Such a perspective frequently
deters potential investors, as it does not always explain why DeFi continues to grow and attract
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capital even amid crises, hacks, and regulatory pressure. For this reason, investors consistently face
the question of which characteristics of DeFi currently make this sector attractive for investment
and which aspects should be treated with caution.

This analysis is particularly important given that, in recent years, DeFi has increasingly begun
to integrate with the traditional financial sector. Decentralized exchanges, on-chain lending
markets, and the tokenization of real-world assets are being used more frequently in institutional
experiments and within regulatory frameworks. The Monetary Authority of Singapore (MAS) is
testing DeFi mechanisms within the framework of Project Guardian [17]. The Bank for
International Settlements (BIS) analyzes systemic risks associated with DeFi in its quarterly
reviews, while the European Union, through MiCA (Regulation on Markets in Crypto-Assets,
adopted in April 2023), is establishing a legal framework for integrating real-world assets (RWA)
and stablecoins into its financial system.

At the same time, international organizations such as the International Monetary Fund (IMF),
the Financial Stability Board (FSB), the International Organization of Securities Commissions
(10SCO0), as well as financial regulators, increasingly view DeFi as a potential source of systemic
risk.

In order to identify and highlight the defining characteristics of DeFi that, first, enable this
sector to develop and attract investors, and, second, determine which risks emerge as DeFi scales,
it is necessary to systematize and examine the main pathways of DeFi integration into the financial
sector and to compare the dynamics of DeFi development with changes in key risks. A critical task
is the development of proposals and solutions aimed at controlling and mitigating emerging risks.

Only such analysis and understanding will allow a potential investor to assess the level of
risk, determine the risk—return ratio, and make a responsible investment decision.

BASIC THEORETICAL AND PRACTICAL PROVISION

Decentralized Finance (DeFi), as already emphasized, is a distinct sector of the crypto
industry in which financial instruments — trading, lending, settlement, and asset management —
are developed. All these instruments operate through technological solutions built on smart
contracts and blockchains rather than through centralized institutions. This constitutes the
fundamental difference between DeFi and the conventional financial system. Unlike traditional
finance, where functions are rigidly tied to specific institutions, DeFi represents a structure of
multi-layered, interconnected protocols that can be combined with one another (a property
commonly described as “composability””) [13]. Interaction among these layers generates both
innovation and systemic risk, which is why an understanding of the architecture—even at a high
level — is critically important.

Let us imagine the DeFi architecture as a nine-layer system Fig. 1:
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Base layer
Bockchains (Layer 1, Ethereum,Solana,Bnb)

Scaling layer
Layer 2 (rollup networks) Optimism,Arbitrum)

Smart contracts and token standards
Key standards ERC-20, ERC - 721, ERC - 4626

Infrastructure layer
Oracles, bridges, rpc, indexes

Core protocols
Dex. Uniswap, Curve, Balancer

Lending protocols
Aave, Compound

Stablecoins and CDPs
Usdt.Usdc

Derivatives, perpetuals, synthetic assets

User layer
Wallets, frontends
Metamask, Uniswap

Fig.1 Decentralized Finance DeFi architecture [9]

Each architectural layer requires brief description:

1. Base layer: public blockchains. The base layer plays a role analogous to that of central
securities depositories and payment systems in traditional finance [13]. However, unlike
proprietary infrastructures, public blockchains provide universal access and transparent settlement
rules. At the same time, congestion, limited throughput, and fee volatility at the base layer directly
affect the performance and usability of higher-level DeFi applications.

DeFi is built on permissionless public blockchains such as Ethereum, Solana, and BNB
Chain. These networks provide consensus, transaction ordering, final settlement, and data
availability. Ethereum remains the dominant base layer for DeFi in terms of total value locked and
developer activity, largely due to its mature smart contract ecosystem, extensive tooling, and first-
mover advantage [12]. Other blockchains, such as Solana, emphasize high throughput and low
latency, making them attractive for trading-intensive applications.

2. Scaling layer: Layer 2 networks and rollups. To address the scalability challenges of Layer
1 blockchains, DeFi increasingly relies on Layer 2 (L2) solutions, such as Optimism, Arbitrum,
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and zero-knowledge rollups. These systems execute transactions off-chain and periodically submit
compressed proofs or batches of transactions to the base layer. As a result, they inherit the security
guarantees of the underlying blockchain while significantly reducing transaction costs and latency.

From an architectural perspective, L2 networks introduce an additional layer of abstraction
that improves performance but also adds complexity. Liquidity fragmentation across multiple
rollups, reliance on sequencers, and asset transfers via bridges create new coordination and security
challenges. These characteristics are particularly important for understanding cross-chain risks and
the emergence of bridge vulnerabilities, which are discussed later in the article.

3. Smart contract and token standards layer. The functional core of DeFi is implemented
through smart contracts, primarily written in Solidity or similar languages. These contracts encode
financial logic such as pricing formulas, collateral requirements, liquidation rules, and governance
procedures [16]. Token standards, including ERC-20 for fungible tokens, ERC-721 for non-
fungible assets, and ERC-4626 for tokenized vaults, ensure interoperability across protocols.

This standardization constitutes a central element of DeFi composability. Assets and
positions created within one protocol can be seamlessly reused as inputs in another, enabling
complex strategies such as leveraged yield farming or cross-protocol arbitrage. However,
composability also introduces dependency risk: failures or vulnerabilities in a single contract can
rapidly propagate across interconnected systems.

4. Infrastructure layer: oracles, bridges, and indexing services. DeFi protocols are unable to
access information outside the blockchain environment. As a result, they depend on external
infrastructure components to function correctly [22]. Oracles supply price data, interest rates, and
reference information required for lending, derivatives, and liquidation logic. Bridges enable the
transfer of assets and messages between heterogeneous blockchains and rollups. Indexers and RPC
providers facilitate data access, analytics, and user interaction.

This infrastructure layer represents one of the most significant sources of systemic risk in
DeFi. Oracle failures or manipulation can trigger large-scale liquidations, while bridge exploits
have historically resulted in some of the largest losses within the crypto ecosystem. Unlike base
blockchains, these components often rely on smaller validator sets or off-chain trust assumptions,
thereby introducing vulnerabilities into an otherwise decentralized system.

5. Core financial protocols layer. Above the infrastructure layer reside the core financial
primitives of DeFi. Decentralized exchanges (DEX) employ automated market makers to facilitate
spot trading [21]. Lending protocols algorithmically match borrowers and lenders while enforcing
collateral constraints. Stablecoin systems provide units of account and liquidity anchors.
Derivatives platforms offer perpetual contracts, options, and access to synthetic assets.

Taken together, these protocols replicate many functions of traditional financial markets, but
operate under fundamentally different constraints. Risk management is embedded ex ante within
smart contracts rather than exercised at the discretion of institutions. As a result, market stress
manifests through automated liquidations and price feedback loops rather than through human
intervention.

6. User and governance layer. At the top of the DeFi stack lies the user and governance layer.
End users interact with protocols through non-custodial wallets, web interfaces, aggregators, and
automated agents. Governance is typically conducted through Decentralized Autonomous
Organizations (DAOSs), where token holders vote on protocol parameters, upgrades, and treasury
management. Although governance mechanisms are designed to decentralize control, empirical
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evidence indicates that voting power is often concentrated in the hands of a small number of
participants. This creates tension between decentralized execution and centralized decision-
making, a phenomenon frequently described as the “illusion of decentralization”.

At the foundation of the entire system are public Layer 1 and Layer 2 blockchains, which
provide consensus, security, and transaction finality. At this level, the technical basis for all
subsequent financial operations is established.

Above this lies the smart contract layer and the token standards layer; it is smart contracts
and token standards that ensure the interoperability of assets and protocols.

The next layer is the data and interaction infrastructure layer. This infrastructure includes
oracles, cross-chain mechanisms, and data access services. While infrastructure connects on-chain
systems with external markets and the broader economy, it also introduces new vulnerabilities.
Above the infrastructure layer are the core financial protocols, which implement the key functions
of DeFi.

Four categories of protocols should be distinguished:

1. decentralized exchanges (DEX). Decentralized exchanges enable on-chain
trading and liquidity provision without central intermediaries;

2. lending protocols. Lending protocols create markets for borrowing and
deposits, where rules are encoded in software and operate autonomously;

3. real-world assets (RWA) tokenization. Tokenization of real-world assets
transfers conventional financial instruments into an on-chain environment and enables new
forms of collateralization and settlement;

4. settlement and clearing mechanisms. Settlement and clearing mechanisms
make transactions atomic — meaning that all actions occur simultaneously — and
experiment with new models of financial interaction.

These categories are the most attractive from an investment perspective; therefore, they are
examined in the greatest detail.

This multi-layered architecture helps explain both the strength and the fragility of DeFi.
Innovation at higher layers is enabled by improvements at the base and infrastructure layers, while
failures or weaknesses at lower layers can propagate upward and disrupt the entire system. As DeFi
becomes increasingly integrated with traditional finance, understanding these architectural
dependencies becomes essential for assessing systemic risk and regulatory relevance.

To examine the impact of changes in architecture and the institutional environment on the
level of Decentralized Finance (DeFi) integration into the financial sector, as well as the evolution
of key risks, this study employs a structural-logical analysis based on a comparative approach
(comparing key DeFi segments and elements across successive stages of development).

The dynamics of the evolution of decentralized finance make it possible to distinguish several
stages — time periods, each of which requires separate consideration.

STAGE 1 (2015-2020). Emergence and early DeFi protocols. The conceptual roots of DeFi
are closely linked to the emergence of Bitcoin, which demonstrated that digital assets can be
transferred and stored without reliance on a central authority. However, Bitcoin’s scripting
language was intentionally limited and did not support complex financial logic. The launch of
Ethereum in 2015-2017 represented a critical turning point, as it enabled developers to encode
complex financial contracts directly on the blockchain. As a result, the first DeFi protocols emerged
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during the period from 2017 to 2020, establishing foundational design principles that continue to
shape the ecosystem. The MakerDAO project introduced the concept of a crypto-collateralized
stablecoin (DAI) and demonstrated that credit creation and monetary stability mechanisms can be
implemented algorithmically without traditional banking infrastructure [16]. The lending protocol
Compound extended this logic by creating algorithmic money markets in which interest rates
automatically adjust based on the supply and demand for liquidity [22]. Subsequently, the
decentralized exchange Uniswap transformed on-chain trading by introducing automated market
makers (AMMs), eliminating the need for order books and enabling continuous, permissionless
liquidity provision [16].

Together, these protocols defined several core principles of DeFi:

1. First, permissionless access allows any user or developer to interact with
financial contracts without prior approval.
2. Second, composability enables protocols to function as interoperable

building blocks — often described as “DeFi legos” — that can be combined into
increasingly complex financial strategies.

3. Third, transparency ensures that contract logic, collateral positions, and
transaction histories are publicly accessible and auditable in real time.

Early academic studies portrayed DeFi as a radically open alternative to institution-centric
finance, emphasizing its potential to eliminate intermediaries and enhance financial accessibility.
However, subsequent research has shown that these design choices also introduce new forms of
vulnerability [13]. Dependence on volatile collateral, automated liquidation mechanisms, external
data oracles, and governance tokens creates feedback loops that differ fundamentally from those
observed in traditional financial systems. Importantly, these vulnerabilities are not incidental but
are tightly intertwined with the very characteristics— openness, programmability, and
composability — that make DeFi innovative.

Thus, even the early evolution of DeFi already contained the seeds of its current development
trajectory. The same architectural features that enabled rapid innovation and experimentation also
contributed to the emergence of channels of systemic risk and attracted the attention of regulatory
authorities. Therefore, an understanding of these conceptual foundations (architecture, technology,
and related aspects) is of critical importance for analyzing both the prospects and the limitations of
DeFi as it transitions from a crypto-oriented experiment to a component of the global financial
infrastructure.

STAGE 11 (2019-2022). This stage was characterized by an explosive growth in Total Value
Locked (TVL), aggressive token-based incentive schemes, and the proliferation of highly
composable but fragile financial applications [22, 6]. This early phase of expansion revealed both
the innovative potential of DeFi and its structural vulnerabilities, as evidenced by recurring security
incidents, liquidity crises, and governance failures.

STAGE 111 (2022-2023). Following the market downturn of 2022-2023, DeFi entered a
phase of consolidation and structural reassessment. Within this relatively short period, the
ecosystem underwent a process of selective “maturation,” marked by the survival of core protocols,
the emergence of risk-mitigation standards, and a gradual move away from purely speculative use
cases. At the same time, notable changes occurred in the composition of DeFi participants: global
asset managers, banks, payment networks, and regulators began engaging with blockchain-based
financial infrastructure through pilot projects, tokenization initiatives, and regulatory frameworks
[17,6, 7].
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STAGE IV (current stage). This stage is characterized by the active involvement of
regulatory authorities and key institutional players, including U.S. and EU financial regulators such
as the U.S. Securities and Exchange Commission (SEC), the U.S. Commodity Futures Trading
Commission (CFTC), the European Securities and Markets Authority (ESMA), and the European
Banking Authority (EBA). The introduction of regulatory frameworks has enabled the
establishment of unified operational formats combining oversight with technological
decentralization. In the European Union, the implementation of the Regulation on Markets in
Crypto-Assets (MICA) introduced clear requirements for stablecoin issuers and crypto-asset
service providers. These requirements immediately affected the DeFi market: algorithmic
stablecoins lost regulatory support, while fully collateralized stablecoins gained institutional
recognition [10, 11]. Thus, it can be concluded that the growth of DeFi shown in Table 1 is driven
not by deregulation, but by the introduction of new rules.

It is precisely these stages of development and the current state of DeFi (Stage V) that raise
the fundamental research question motivating this article: to what extent can the analyzed
architectural innovations of DeFi — namely programmability, composability, and real-time
settlement — provide sustainable solutions to the structural shortcomings of traditional finance,
while remaining compatible with financial stability, investor protection, and evolving regulatory
regimes?

To answer this question, it is necessary to move beyond prevailing narratives of disruption
or replacement (often characteristic of regulatory discourse) and to undertake a more detailed
analysis of how specific DeFi functions interact with established financial systems. For this reason,
within the scope of this study, DeFi is considered not as a “monolithic” alternative to traditional
finance, but as a heterogeneous ecosystem whose components exhibit varying degrees of maturity,
adoption, and institutional compatibility.

For the purposes of this analysis, we define the following DeFi use cases:

1. decentralized exchanges (DEX);
2 blockchain-based lending;
3. tokenization of real-world assets (RWA);
4. programmable settlements;
5. stablecoins and payment rails
On the development timeline from 2017 to 2025, we assess their transformation from
experimental applications into elements of hybrid financial architectures.

The data summarized in Table 2 demonstrate how DeFi has gradually entered the financial
sector at different stages. Table 3 presents the main categories of risks, their real-world
manifestations, and mitigation mechanisms.

Table 2.

Comparative Dynamics: Key Directions of DeFi Integration into the Financial Sector
(2017-2021 vs 2024-2025)

DeFi segment 2017-2021: 2024-2025: Integration Empirical trend and
Experimental and and consolidation phase interpretation
expansion phase
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Decentralized
Exchanges
(DEXs)

DEXs operated as
experimental trading venues
with fragmented liquidity and
high volatility. Volumes were
cyclical and strongly
correlated with speculative
market phases. AMM models

(Uniswap, Curve) enabled
permissionless trading but
remained  secondary to

centralized exchanges.

DEXs function as stable liquidity
venues, particularly for long-tail
assets. Blue-chip pools on
Ethereum and Layer-2 networks
provide depth comparable to mid-
tier centralized exchanges. DEX
prices are increasingly used as
reference points.

Transition from experimental
AMMs to structurally important
market infrastructure. DEXs now
play a persistent role in price
discovery and liquidity provision.

On-chain
lending and
credit markets

Lending protocols  grew
rapidly but primarily served
leveraged trading and yield
strategies. Credit was
overcollateralized and
dependent on volatile crypto

Lending protocols operate as
programmable credit layers with

automated collateral
management, interest accrual,
and liquidation logic.

Concentration increases around

Shift from speculative leverage
tools to infrastructure-like credit
markets with broader financial
relevance.

assets. Usage resembled | large protocols (Aave, Maker,
short-term  “crypto  repo” | Compound). Early integration
markets. with  fintech and payment
networks emerges.
Real-world Tokenization consisted | RWA tokenization reaches a|RWA tokenization evolves from
asset (RWA) | mainly of small-scale pilots | multi-billion-dollar scale. | proof-of-concept to a recognized

tokenization |and sandbox projects. | Tokenized money-market funds | institutional asset class integrated
Interaction with DeFi was | and government securities are | into on-chain financial
minimal, and volumes were | issued on public blockchains and | workflows.
measured in millions rather | used as collateral in DeFi and
than billions. centralized venues. Institutional
actors dominate issuance.
Programmable | Settlement experiments were | Cross-institutional pilots (e.g. | Movement from internal

settlement and
clearing

isolated DLT projects within
individual institutions, largely

disconnected from public
blockchains and DeFi
protocols. Systemic impact

was limited.

MAS Project Guardian) test
programmable settlement  for
funds, FX, and bonds. Atomic
settlement is demonstrated using
tokenized assets and smart
contracts.

experimentation toward hybrid
settlement architectures
combining DeFi primitives with
regulated financial infrastructure.

Stablecoins and
payment rails

Stablecoins were primarily
crypto-native tools used for
trading and DeFi liquidity.
Limited interaction with
traditional payment systems.

Stablecoins become relevant for
cross-border  payments  and
institutional settlement. Payment
networks and banks integrate
stablecoins into existing
infrastructure under regulatory
oversight.

Stablecoins  transition  from
internal DeFi liquidity
instruments to components of
global payment and settlement
systems.

Source: compiled by the author based on [5,12,9,14,10,11].

Table 2 shows that decentralized exchanges and lending protocols have proven to be the most
resilient segments. In the period from 2017 to 2021, decentralized exchanges appeared as small
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platforms with limited liquidity. By 2025, however, decentralized exchanges operate as fully
fledged trading venues, particularly for low-liquidity assets. Lending protocols have also evolved.
Previously, they functioned primarily as instruments for speculative leverage. At present, lending
protocols have become specialized liquidity markets, used, among others, by professional market
participants [17, 9].

The tokenization of real-world assets deserves special attention. The data indicate that until
2021 tokenization was limited to isolated pilot projects. In 2024—2025, tokenized Treasury bonds
and tokenized money market funds grew to several billion US dollars. Tokenized money market
funds have now become an important component of the on-chain ecosystem. These tokenized funds
are used both as collateral and as settlement instruments [7, 20].

Let us briefly analyze each segment.

1. Decentralized exchanges (DEX). At the early stage of DeFi development (2017—
2021), decentralized exchanges remained primarily crypto-native platforms used by experienced
traders and liquidity providers. By 2024-2025, the role of decentralized exchanges (DEX) has
changed significantly. Empirical data from DeFiLlama and related analytical platforms show that
DEX now account for a stable and substantial share of on-chain trading activity, while “blue-chip”
liquidity pools on Ethereum and major layer-two networks offer liquidity depth comparable to mid-
tier centralized exchanges. For long-tail assets, DEX often serve as the primary venue for price
discovery. This shift indicates that DEX have transitioned from experimental infrastructure to a
functional component of the global cryptocurrency market architecture [16].

2. On-chain lending and credit markets. On-chain lending protocols such as
MakerDAO, Compound, and Aave expanded rapidly between 2019 and 2021, with the total value
locked in lending markets reaching tens of billions of US dollars at the peak of the 2021 cycle.
However, usage during this period was largely oriented toward leveraged trading, yield strategies,
and short-term arbitrage. Lending functioned mainly as a form of “crypto repo,” dependent on
volatile collateral and high market liquidity.

In the 20242025 period, lending protocols remain predominantly overcollateralized, but
their functional role has expanded. Lending markets now operate as programmable credit layers,
where collateral management, interest accrual, and liquidation are executed entirely on-chain.
Empirical data show that a small number of large protocols dominate this segment, reflecting
increasing concentration and risk stratification. At the same time, partnerships with fintech
companies and payment networks indicate an early stage of integration of DeFi lending
mechanisms into non-crypto financial processes, particularly through credit and liquidity
management in stablecoins [5, 6].

3. Tokenization of real-world assets (RWA). Asset tokenization represents one of the
most direct channels through which DeFi intersects with traditional finance. During the 2017-2021
period, tokenization efforts were largely limited to small pilot projects, often conducted on
permissioned blockchains or within regulatory sandboxes. Public DeFi played only a marginal role,
and volumes remained constrained.

By contrast, in 2024-2025 RWA tokenization has evolved into a multibillion-dollar segment.
Tokenized money market funds, government bonds, and short-term fixed-income instruments are
increasingly issued on public blockchains. A prominent example is the BUIDL fund launched by
BlackRock, which accounts for a significant share of the tokenized US Treasury market. These
assets are not only held on-chain but are increasingly used as collateral in both decentralized and
centralized trading environments. This development indicates that tokenization is no longer an
experimental initiative but constitutes a new asset class with institutional backing [7, 20].
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4. Programmable settlements and clearing. The use of blockchain-based systems for
settlements and clearing demonstrates the deepest level of integration between DeFi and traditional
finance (TradFi). Prior to 2021, most initiatives in this area consisted of isolated experiments with
distributed ledger technology (DLT) conducted within individual institutions. These projects rarely
interacted with open DeFi protocols and had limited systemic relevance.

In the 20242025 period, institutional pilot projects have become larger in scale and more
interconnected. Within initiatives such as Project Guardian led by the Monetary Authority of
Singapore, banks and asset managers are testing programmable settlement mechanisms for funds,
foreign exchange, and fixed-income instruments. These pilots demonstrate atomic settlement,
whereby asset transfer and payment occur simultaneously on-chain, reducing counterparty risk and
settlement delays. Although such systems often operate in permissioned environments, they rely
on DeFi-inspired primitives such as tokenized assets, smart contracts, and automated settlement
logic [17].

The comparative risk analysis presented in Table 3 shows that the most acute DeFi
vulnerabilities emerged in 2021-2022, when hacks and losses reached their peak. Technical risks,
bridge-related risks, and stablecoin instability became the primary sources of systemic disruptions.
Data for 2023-2025 indicate that both the frequency and scale of such incidents have declined.
This trend is associated with the introduction of stricter audit practices, protocol constraints, and
improved monitoring tools [8][9].

Based on historical loss data, regulatory scrutiny, and their relevance for institutional
integration, the author and experts identify the following categories as the most significant risks:

1. smart contract and technical risks;
2. stablecoin risks;
3. cross-chain bridge risks;
4. regulatory and compliance risks.
Table 3.
Major DeFi Risks and Established Mitigation Practices (2019 — 2025)

Risk category

Empirical evidence and
major incidents

Mitigation mechanisms developed (2019-
2025)

Smart-contract

Peak losses in 2021-2022

Multi-layer security audits, formal verification,

and technical risks | exceeded USD 3.1 billion | continuous on-chain  monitoring, circuit
due to exploits of lending, | breakers, capped protocol parameters, and
DEX, and infrastructure | large-scale  bug-bounty  programs (e.g.
protocols. Major incidents | Immunefi).
include  Wormhole and

Euler exploits.
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Stablecoin risks | The collapse of TerraUSD | Shift toward fully backed or overcollateralized
(UST) in 2022 erased | models, proof-of-reserves and reserve
approximately USD 50 | attestations,  diversified collateral, and
billion in market value and | regulatory frameworks such as MICA that
caused systemic contagion | exclude algorithmic stablecoins from regulated
across DeFi and centralized | categories.

markets. Temporary de-
pegging of USDC in 2023
highlighted reserve
transparency risks.

Cross-chain bridge | Large-scale  exploits of | Transition to light-client and zk-proof-based

risks Ronin, Wormhole, Poly |bridges, use of MPC cryptography, rate limits
Network, and BNB Chain | on transfers, decentralized validator sets, and
bridges resulted in | on-chain insurance or recovery mechanisms.
cumulative losses
exceeding USD 2 bhillion.
Bridges represent a
disproportionate share of
total DeFi losses.

Regulatory and | Increasing regulatory | Development of compliant DeFi architectures,
compliance risks |scrutiny by BIS, ESMA, | permissioned pools, on-chain identity and
OECD, and national | credential systems, transparent governance
authorities. Risk of legal | frameworks, and research into embedded
uncertainty,  enforcement | supervision models by central banks.

actions, and exclusion from
institutional participation.

Source: compiled by the author based on [1,8,11,20]

Based on the presented data, it can be concluded that as decentralized finance has increased
in scale and systemic relevance, its risk profile has evolved from isolated protocol-level
vulnerabilities into a complex, multidimensional risk landscape with potential systemic
implications. Unlike traditional finance, where risk management is largely institutional and
discretionary in nature, DeFi embeds risk controls directly into code and protocol design. This
feature provides transparency and automation but also amplifies failures when the assumptions
encoded in smart contracts prove incorrect [1, 8].

We briefly analyze each of the selected risk categories.

Smart contract—related risks peaked during the 2021-2022 period, when, according to data
from Chainalysis, more than USD 3.1 billion was stolen from DeFi protocols within a single year
[8, 9]. These losses exposed the limitations of isolated audits and informal security practices. In
response, the ecosystem shifted toward multilayered audit processes, formal verification,
continuous monitoring, and large-scale bug bounty programs.
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Stablecoin-related risks became systemic following the collapse of TerraUSD (UST) in May
2022, which resulted in the loss of approximately USD 50 billion in market capitalization and
triggered contagion across both DeFi and centralized cryptocurrency markets [14, 15]. This event
highlighted the fragility of undercollateralized and algorithmic stablecoins. Subsequent responses
included stricter reserve requirements, the implementation of proof-of-reserves mechanisms, a shift
toward overcollateralized or fully collateralized models, and regulatory interventions — most
notably the MICA framework — which effectively excludes algorithmic stablecoins from the
category of regulated stablecoins within the European Union.

Bridge-related risks represent one of the most concentrated sources of losses in the DeFi
ecosystem. Major attacks involving Ronin Network, Wormhole, Poly Network, and the BNB Chain
bridge resulted in cumulative losses exceeding USD 2 billion [9]. These incidents exposed
structural weaknesses in validator-based and multisignature bridge architectures. In response, the
industry has increasingly shifted toward more robust designs, including light-client—based bridges,
zero-knowledge proof verification, multi-party computation (MPC), rate limits, and the on-chain
integration of insurance mechanisms.

Regulatory and compliance risks have intensified as DeFi increasingly intersects with
traditional finance. Initially operating outside formal regulatory boundaries, DeFi is now subject to
growing scrutiny from global regulators. Policy responses have focused on compliant DeFi
architectures, verifiable on-chain identity, transparent governance processes, and research into
“embedded supervision,” whereby regulatory compliance is partially enforced at the protocol level.
These developments signal a shift from regulatory avoidance toward selective institutional
alignment [6, 10].

Taken together, these risk mitigation measures suggest that DeFi is gradually adopting risk
management practices comparable to those used in institutional finance, while preserving a degree
of openness and programmability that differentiates it from traditional systems.

A category of risks present, to varying degrees, across all examined stages consists of
financial and economic risks. Economic risks in DeFi primarily arise from leverage, collateral
volatility, and cyclical liquidation mechanisms. During market stress events — particularly the
2022 cryptocurrency market crash — liquidations occurred within compressed timeframes,
amplifying downward price movements and creating feedback loops between lending markets,
derivatives, and liquidity pools.

Liquidity risk further exacerbates these dynamics. Unlike bank deposits, liquidity in DeFi is
not guaranteed: liquidity providers can withdraw capital instantaneously, and lending pools may
become fully utilized under stress. Evidence from multiple stress episodes indicates that liquidity
fragmentation and shallow pools increase both price volatility and susceptibility to manipulation.

Mitigation strategies increasingly emphasize conservative collateral parameters, liquidation
penalties, incentives for liquidity concentration, and prioritization of high-quality collateral, such
as stablecoins and tokenized government securities.

In summary, it can be stated that within the framework of the Phase 1V development stage
identified herein, DeFi is undergoing a phase of structural transformation, the outcomes of which
are expected to become evident in the near future.

This naturally tempts any researcher to speculate on potential trend forecasts for the
development of this technology-finance-economy sector. However, the objective here is not to
make speculative predictions regarding the future size or market capitalization of DeFi. The
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primary focus is on structural factors that will influence the formation of the next stage of DeFi
evolution.

Given the sector’s relative immaturity and its strong dependence on regulatory,
technological, and macroeconomic conditions, and based on a comparative analysis of market data,
institutional pilot projects, regulatory publications, and protocol-level developments observed
between 2019 and 2025, we identify four key factors that are likely to determine DeFi’s future
trajectory:

1. regulatory clarity (transparency and formalization for all market participants);
2. institutional demand;

3. technological maturity;

4 macroeconomic conditions.

Regulatory clarity has become a critically important factor driving development. During the
early stages of DeFi (2019-2021), regulatory uncertainty acted both as a catalyst for innovation
and as a barrier to institutional participation. The absence of formal rules allowed rapid
experimentation but limited access for regulated financial entities. In contrast, the period 2023—
2025 is characterized by the gradual emergence of structured regulatory frameworks, such as
MiCA, Singapore’s Guardian project, and guidance from the Bank for International Settlements
and the OECD. These initiatives do not eliminate risks but reduce legal uncertainty and define
permissible boundaries for institutional interaction with blockchain-based systems. Notably,
regulation is increasingly focused on functions and risks rather than the technological designation
“DeFi” itself.

Institutional demand for programmable financial infrastructure represents a significant
structural shift. Unlike early DeFi growth, which was largely retail-driven, recent adoption is
increasingly motivated by asset managers, banks, and payment networks seeking operational
efficiency, real-time settlements, and automated collateral management. Tokenized money market
funds, on-chain collateral networks, and stablecoin-based settlement pilots demonstrate that DeFi
projects are selectively implemented where they provide clear advantages in cost, speed, or
transparency compared to legacy infrastructure. This demand is utilitarian rather than ideological,
favoring architectures that can be integrated into existing compliance and governance systems.

Technological maturity of the DeFi infrastructure significantly alters the sector’s risk and
return profile. Early DeFi systems were characterized by experimental smart contracts, fragile
oracle constructs, and insecure cross-chain bridges. Although these vulnerabilities have not entirely
disappeared, the ecosystem has developed mitigation mechanisms such as modular protocol
architectures, formal verification, multi-layer audits, and so forth. Thus, the driving force behind
technological development is not purely innovation, but the standardization and strengthening of
existing foundational elements, enabling their reuse in institutional contexts at higher stakes.

Macroeconomic conditions and global liquidity cycles continue to shape DeFi adoption
patterns. Periods of excess liquidity generally amplify speculative use cases, whereas tighter
monetary policy exposes weaknesses in highly leveraged systems with fragile infrastructure.
Concurrently, high inflation, capital controls, and currency instability in certain jurisdictions
support demand for stablecoins and blockchain access to U.S. dollar-denominated assets. This dual
role of macroeconomic conditions highlights that DeFi adoption is neither purely cyclical nor
purely structural, but rather an interaction of both factors.

Taken together, these factors indicate that the future development of DeFi is unlikely to be
linear or uniform. Instead, the sector evolves through selective integration, where certain DeFi
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functions — such as settlements, collateral management, and liquidity provision — are adopted
more rapidly than others. Understanding these factors is crucial for assessing which DeFi
applications are likely to remain relevant in the long term and which will remain predominantly
speculative.

CONCLUSION

It can be reasonably argued that over the past decade, decentralized finance (DeFi) has
transformed from a crypto experiment operating at the periphery of the financial system into a new
form of financial organization built on publicly accessible blockchain infrastructure. In this model,
financial contracts, market coordination, and settlements are executed through open-source code
rather than centralized intermediaries. Unlike earlier waves of financial digitization, which
primarily focused on front-end innovation and incremental efficiency improvements within
existing institutional structures, DeFi offers a reconfiguration of core financial functions at the
infrastructural level. Trading, lending, collateral management, settlements, and even governance
elements are embedded directly into programmable protocols that operate continuously and
transparently on public ledgers.

Having undergone several stages of transformation during the period 2017-2025, DeFi has
evolved from a niche crypto experiment into an increasingly significant component of the global
financial infrastructure. While in Phases 1-2, DeFi was positioned as an alternative to traditional
finance, the transformational changes of Phase IV indicate a more nuanced trajectory: DeFi is
integrating into core financial markets through a limited number of mature, infrastructure-oriented
use cases. In this article, DeFi is examined as a form of programmable financial infrastructure, with
emphasis on four segments where integration has progressed the furthest:

1. decentralized exchanges (DEX);

2. on-chain lending markets;

3. real-world asset tokenization (RWA);

4. programmable settlement and clearing mechanisms.

A deep analysis of decentralized finance as a modern element of the financial system is of
particular interest, as it combines classical finance, regulation, and innovative technologies. This
interconnection creates fundamentally new systemic risks. It is therefore critical to understand the
logic of DeFi’s architecture, as it provides insight into the relationships among components and
their mutual influence.

Understanding the risks associated with the architecture of decentralized finance, in
combination with an analysis of development dynamics across key financial domains, allows for
forecasting DeFi’s prospects and, to some extent, answering the question of the extent to which the
most advanced DeFi use cases provide sustainable solutions to structural shortcomings of
traditional finance, such as limited market access, slow settlements, and operational opacity, as
well as identifying emerging risks as DeFi is adopted within regulated financial systems.

The analysis shows that DeFi successfully implements core financial functions — trading,
lending, liquidity management, asset tokenization, and settlements — on the basis of public
blockchains and smart contracts. As such, the sector is attractive for investment.

The study demonstrates that by 2024-2025 (Phase 1V), DeFi ceased to be exclusively an
experimental environment and began to be adopted by institutional participants, primarily in the
segments of decentralized exchanges, on-chain lending, and real-world asset tokenization.
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Decentralized exchanges (DEX) increasingly serve as alternative venues for liquidity provision,
particularly for long-tail assets. On-chain lending protocols operate as programmable credit layers
with automated collateral management and liquidation logic. Risk-weighted asset tokenization
(RWA) has reached multi-billion-dollar scale, facilitated by institutional participation and the
representation of money market and government securities instruments on-chain. Programmable
settlement and clearing mechanisms are currently being tested by Tier 1 financial institutions,
demonstrating the feasibility of atomic settlements for funds, foreign currency, and fixed-income
instruments.

This is confirmed by the growth in TVL (Table 1), the resilience of individual protocols, and
the participation of major financial organizations in pilot projects.

At the same time, the scaling of DeFi is accompanied by the accumulation of specific risks.
These include smart contract vulnerabilities, reliance on oracles and cross-chain infrastructure,
concentration of governance powers, and the instability of certain stablecoin models.
Technological risks remain an embedded element of the DeFi infrastructure. Bridges and oracles,
as shared infrastructure components used by multiple protocols, are particularly significant. These
components act as “risk amplifiers”: a failure or attack at a single node can trigger cascading effects
across multiple market segments.

At the same time, in response to industry development, practices for mitigating technological
risks are evolving concurrently: multi-level audits, formal verification, protocol limits, emergency
stop mechanisms, and a shift toward more secure bridge architectures.

It is important to note that economic risks in DeFi are closely linked to the use of collateral
and leverage. During price declines, automatic liquidations intensify market pressure, creating
cyclical feedback loops. Large protocols with conservative parameters and highly liquid collateral
demonstrate greater resilience compared to experimental platforms. Thus, some risks are
essentially comparable to those present in traditional financial markets.

The findings indicate that DeFi is unlikely to replace traditional finance, but increasingly
forms a hybrid DeFi—TradFi architecture, in which public blockchains serve as programmable
settlement, collateral, and market infrastructure under expanding regulatory oversight.

Analysis of regulatory initiatives shows that the response of supervisory authorities is not
aimed at eliminating DeFi as a phenomenon but at limiting systemic and consumer risks through
requirements for reserves, transparency, and compliant architecture. A clearly positive factor is that
regulatory initiatives are increasingly becoming functional in nature. Rather than attempting to
regulate DeFi as a single entity, regulators now focus on specific sector functions, such as the
regulation of stablecoin issuance, settlements, and custodial services. Initiatives such as MiCA and
Project Guardian demonstrate that regulators aim to integrate compliance and oversight
functionality while not hindering protocol innovation.

Regulatory and governmental attention highlights the serious engagement of authorities with
these technologies, the growth of professional competencies among their staff, and overall
acceptance of the technologies and their prospects. For this reason, DeFi should be viewed not as
an alternative to the existing financial system but as a technological foundation for its gradual
transformation, provided that risk management mechanisms and regulatory frameworks continue
to develop. It is not a hype-driven, temporary speculative phenomenon, nor an inevitable
replacement for traditional finance, but an emerging infrastructural layer whose long-term impact
depends on the balance between innovation, risk containment, and adaptation to regulation.
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ANNOTATION

The Ukrainian equity market represents the system of capital formation through ownership stakes in Ukrainian
companies, spanning public equity, private equity, and venture capital. Historically shaped by post-Soviet
privatization, limited institutional investors, and governance challenges, the market has remained shallow in public
trading but increasingly dynamic in private capital segments.

ABSTRACT

Ukraine extraordinary tasks are: insuring country economic growth, stimulating the economy & fostering growth
with respect to following inevitable challenges such as: damages of physical infrastructure like roads, bridges,
buildings, and factories, disrupted production, transportation, and basic services; human capital loss — decrease of
workforce and innovation potential; financial draining - reconstruction requires significant funding; social and political
instability - aggravated social tensions and political instability; obstructed long-term planning and investing. At the
same time country ought to search for prospects such as: after war resilient demand for goods/services, stimulating
production and job creation; using latest advances in construction, technology, and infrastructure development;
rebuilding ties with international community for financial and technical assistance; insure market growth that attracts
foreign and local investments including equity financing.

Keywords: PFTS, Ukrainian Exchange, Raiffeisen Bank, Centerenergo, Donbasenergo, Krukivsky Carriage
Works, UKRENERGYMACHINES, Ukrtelecom, Warsaw Stock Exchange, London Stock Exchange, Amsterdam
Stock Exchange, DCF, NAV, Equity risk premium (ERP), MSCI Ukraine Index, CEIC, FRED, WBG (World Bank
Group), OVDP, LSE, WSE, Horizon Capital, Dragon Capital PE, ICU, Concorde, InVenture, CEE, IRR

INTRODUCTION

Undertaken study is dedicated to future of Ukraine subject — using equity to build new national
economy as a result received damages and losses during Russian war against Ukraine and present
rationality for economic expansion, as well as range of direct agents responsible for further
economic growth. Research structured in seven consecutive and logically detected each other
blocks aimed to define state of Ukrainian equity, appraisal of the Ukrainian equity, scale and scope
of the Ukrainian equity, who finances Ukrainian equity, who are Ukrainian equity finance
recipients’, return on Ukraine equity investment, risk on Ukraine equity investment, risk/return
strategies for Ukraine equity investors, and future of Ukraine equty market.

BASIC THEORETICAL AND PRACTICAL PROVISION

Purpose of the Article. To perform qualified research on mentioned subject (using equity for
country economic growth) with respect to a fit object (Ukraine). Having a sense of that purpose,
develop comprehensive professional as well as scholar knowledge, based on existed and personal
judgements for that matter, provide gathered information, and sources of works. Methodology
statement. Set of allied intellectual enquiry methods for quantitative research, data gathering with
use of data extraction, data analysis, case studies; qualitative & factual research - historical
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analogies, comparative dynamic, ethnographical, cultural absolute and relative business advances.
Literature review and output conditions. Criterions for accuracy, reliability, authority, objectivity,
fairness and coverage for evaluating information from given information sources part “references”.

RESEARCH RESULTS AND THEIR EVALUATION

1. appraisal of the Ukrainian equity

Ukrainian equity market ought to be referred as a type of frontier/emerging one with very low
liquidity; standing as constrainedly operational during period of war; dominated by government
promises in form of liability instruments (up to 98% of exchange turnover) while the rest ~ 2% can
be stated as equities. Infrastructurally market operates on two foremost exchanges — PFTS (1) and
Ukrainian Exchange (2) even though thirteen exchanges have respective market making licenses
(3). Equity investable space can be considered with limited number of domestically listed
companies, for instance PFTS Index enlisted six companies (Raiffeisen Bank, Centerenergo,
Donbasenergo, Krukivsky Carriage Works, UKRENERGYMACHINES, Ukrtelecom with daily
trade results of up to $9min (4); many major Ukrainian corporates list abroad (Warsaw Stock
Exchange, London Stock Exchange, Amsterdam Stock Exchange). Further evaluation
contemplations suggest limited traditional multiples, thin trading distorts P/E, EV/EBITDA, and
P/B, so better method is DCF with scenario-weighting or NAV for asset-heavy issuers; taking into
account Equity risk premium (ERP) specifically ought to take into consideration following portions
such as war premium, political/regulatory risk, FX instability & volatility, additional liquidity
discount with cumulatively resulting correction of required returns for supplementary more than
20-30% for investors. Sector by sector appraisal reviles four major economic subdivisions for
possibly growing equity market, among them agriculture, energy & utilities, metals & heavy
industry, IT & technology. Important detail is that all of those divisions have strong historical roots
and at some extend might be characterized as sustainable ones in terms of long-term market
adaption but need further accelerated further transformation on ground of new technological level.
Although each of them has own pros & cons, for instance, pros for agriculture might be viewed as
global competitiveness, export-oriented, strong cost advantage existence of large holdings in sugar,
grain, oilseeds areas and all of the have historically proved profitable track of records; at the same
time agribusiness carries logistics risk (Black Sea access) and infrastructure vulnerability, so sector
fetches high upside high operational/logistics risk. Pros for energy & utilities sector is about
anticipated massive reconstruction investment afterwar capex’s, supplementary tariff
modifications and EU integration with paralleled risks such as regulatory instability (example is
Zaporizhzhia Nuclear Power Station among the 10 largest in the world but currently under Russia
occupation), infrastructure devastating war damage; thus, sector has long-term in performance
sector with strong external financing tailwinds. One of the oldest economic sectors (metals & heavy
industry) delivers historically robust income from export considerably has potentials for post-war
transformation, unfortunately carries major asset risks because many of that assets located in front-
line zone or occupied areas, also enormous capital expenditures are needed; thus, high risk comes
from depends on security conditions. IT & technology business equity advantage comes as a rule
based on stable currency position from export services and products in stable currencies, low
physical-asset risk per se, continuously solid international demand for Ukrainian tech gifted
workers; so, we have possibility risk of talented people draining effect as “talent migration” with
inadequate domestic listing options, most operate privately or as offshore business entities’. On a
background contemporarily Russian/Ukraine war, formed relatively new rapidly growing area
connected to some swiftly scaling with global dual-use applications such as war drones, but that
that area for some reasons is not the object of research in this case study.
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2. who finances Ukrainian equity
In the pre-war (2016-2021) period foreign private capital (FDI + PE) was stronger, domestic
business groups were large but not dominant, IFls (International Financial Institutions) were active
but not leading the flow, stock markets had low but non-zero activity. Over intensified wartime
(2023-2025) domestic capital now provides the majority of equity, IFIs stepped up dramatically as
stabilizers and de-riskers, private foreign investors reduced exposure sharply, public markets nearly
inactive.

3. who are Ukrainian equity finance recipients’

Ukrainian equity financing flows to five main groups of recipients: offshore listed Ukrainian
corporations, private companies backed by PE/VC funds, companies receiving money from IFIs
(EBRD, IFC, DFC, EIB) equity or quasi-equity, large Ukrainian corporate groups, and early stage
startups & innovation cosystems. Offshore listed Ukrainian corporations (main public equity
recipients), these companies are incorporated not nesseserily in Ukraine, they have assets in
Ukrainian but raise capital abroad (London, Warsaw, Amsterdam, New York/Nasdaqg exchanges);
probably the biggest of them recipients Ferrexpo - iron ore producer (LSE - London Stock
Exchange)), MHP (Myronivsky Hliboproduct) - poultry & agrifood (LSE - London Stock
Exchange), Astarta - agriculture & sugar (WSE - Warsaw Stock Exchange), IMC (Industrial Milk
Company) - agriculture (WSE - Warsaw Stock Exchange), Ovostar - egg producer (WSE - Warsaw
Stock Exchange), Agroton - agriculture (WSE - Warsaw Stock Exchange), Kernel —
agriculture/vegetable oils (WSE - Warsaw Stock Exchange), JKX Oil & Gas — energy (AIM/LSE
- AIM - The London Stock Exchange's market for small and medium size growth companies).
What unites all those corporations as investment recipients, all of them have large capexes, need
investors trust toward foreign listing standards, they offer real liquidity and corporate governance,
thus these companies receive the majority of public-market Ukrainian equity financing.

Private companies backed by PE/VC funds, since domestic exchanges are low on equity
financing, funding primarily goes to private Ukrainian companies through private equity (PE) and
venture capital (VC) firms. Recipients in PE majorly presented on mid cap market and seted in
such sectors as food processing companies, manufacturing and industrials, logistics and
warehousing, export-oriented, SMEs (small and medium-sized enterprises) & renewable energy
assets, healthcare and consumer companies, thus all those companies financed by Horizon Capital,
Dragon Capital PE, ICU, Concorde, InVenture, CEE private funds Recipients in VC (tech &
innovation); to this segment should be added IT outsourcing firms, Al and machine-learning
startups, cybersecurity, defense tech, fintech SaaS/software exporters for examples Grammarly,
GitLab (Ukrainian engineering roots), Preply, Ajax Systems, MacPaw, Reface, AirSlate...of early-
stage tech startups funded by AVentures, TA Ventures, ICU Ventures, etc.; research show that
private companies, especially tech and export SMEs are the biggest recipients of actual equity
flows.

4. return on Ukraine equity investment

Because of data limitations and extraordinary risk/market conditions, we aproaach this giery as
indicative only, not precise. We know main public-equity benchmark in Ukraine, the PFTS Index
(on the PFTS Stock Exchange, also can be used as a benchmark UX index) started at a base value
of 100 on 1 October 1997. As of February 2025 the index value was approximately 502.6, so
respective calculations can be perfomed; although calculating a meaningful “return” suppose to be
very difficult due to extremely low market liquidity, many listed companies have negligible
trading, the index does not reflect what a real investor could easily buy/sell, many of the largest
“Ukrainian companies” are traded abroad (Warsaw, London, Amsterdam, Frankfurt, New York)
so thhose transactions are not in custody in the domestic indexes, war, currency volatility,
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geopolitical risk, destruction of assets, etc., all mean that historical returns may not reflect future
potential or risk; also data coverage is limited, dividends, free-float adjustments, corporate actions
may well be ailing, many investments are private (PE/VC) rather than public stock, public index
returns omit much of the real equity investment universe, thus approximation of long term return
given the base value of 100 in 1997 and approximately 502.6 in 2025 implies a cumulative growth
of 5.026x% (ignoring dividends & currency & other adjustments) if you invest 1TUAH in year 1997
in index, the value of ITUAH is 5.026 in year 2025 what gives as 5.026"(1/28) —1 roughly 6.4% per
year nominal. Once againe, that is a very rough figure and misses many adjustments (dividends,
currency, reinvestment, real vs nominal return); also, this figure is before losses from war/time
periods where returns were strongly negative (e.g., during 2008 crisis, 2014 war, etc.); realistically,
the actual risk-adjusted return once investor account for war risk, liquidity premium, FX risk —
may be much lower, or even negative, depending on timing.

5. risk on Ukraine equity investment

Ukrainian equity carries one of the highest risk profiles in the global frontier/emerging-market
universe and falls into five most important groups: geopolitical, macro/FX, market structure,
corporate, and liquidity/exit. Geopolitical & security risk presented by ongoing full scale war with
Russia standing to direct physical risks to assets, logistics, energy infrastructure, production
interruptions, territory loss, or occupation risk, insurance markets often unavailable or enormously
expensive; next one is strategic uncertainty reffered to price long-term equity cashflows when war
duration and outcomes are uncertain and high discount rates (starting from 25%) required;
reconstruction depends on political & military developments and delays in aid, as well as delays in
corporate recovery. Macroeconomic aand currency risk relise in major three laeyrs such as FX risk
for UAH volatility, hryvnia historically weak and sensitive to external financing, even if equities
rise in UAH, foreign investors can lose return in USD/EUR terms, inflation spikes dilute real
returns & monetary instability during war increases financing costs. Dependence on external aid,
IMF/EU/US support is essential, any disruption affects equity valuations. Market Structure &
Liquidity Risk is determened by extremely shallow domestic stock market, near-zero market
liquidity, impossibility to accumulate or exit positions at fair prices, small free float & no
institutional depth, limited investor base and wide bid-ask spreads, equity prices sooner might be
theoretical rather than tradeabl, many Ukrainian “equities” are actually offshore-listed, and
domestic index does not represent the real investable universe. Corporate governance gaps related
party transactions weak disclosure, limited minority shareholder protections, occasional oligarchic
control issues, regulatory uncertainty connects to that rule of law is still developing and not
comprehensive, legal processes slow or unpredictable and extrimly corrupted, taxes, tariffs, export
rules are objects to sadden and illogically continuous changes.

6. risk/return strategies for Ukraine equity investors

Ukrainian equity investment requires deliberate strategies that balance extreme risk with
potentially exceptional upside. The goal is to convert high geopolitical uncertainty into a controlled
opportunity set. Below are the seven most effective risk/return strategies, each evaluated for
practicality, effectiveness, and investor suitability. First one is “sector selective strategy”. The
second one is about geographic risk diversification, choosing companies with assets in safer
regions, taking into account low-risk regions (western Ukraine, central corridors, Kyiv region
relatively are stable) and high-risk regions (East, South, and areas near active front lines, industrial
cities with former soviet infrastructure. Third one is around offshore listed Ukrainian equities (buy
Ukrainian companies abroad). Forth strategy is about investsng through PE/VC funds with local
expertise. Some sound advantages heir are local teams understand risk, politics, logistics, portfolio
diversification, better governance enforcement, access to proprietary deals, PE/VC in Ukraine
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historically produced high IRR 20-25% on average. Fifth co-investment with IFIs
(EBRD/IFC/DFC) strategy. Sixes strategy is “timing & optionality” strategy based on idia to buy
the reconstruction upside aiming to invest before full normalization, respectivly capturing market
rerating, risk-premium compression, FX stabilization, equity multiples expansion; major return
drivers over heir are GDP rebound, foreign capital inflows, infrastructure boom, corporate
restructuring; thus this strategy is high beta strategy for upside seekers and requires strong risk
appetite and patience. Seventh and final one is about hedging foreign investor strategy, so hedge
FX & buy offshore Ukraine, basically for those who undestends FX hedging tools such as NDFs
(Non-Deliverable Forwards), options, basket hedges and extrimly important, who has access to that
tools (mostly all of them separate bank products; thus strategy is the most sophisticated one,
protects against UAH depreciation, which historically destroys USD-based investor returns,
suatable for advanced market players and can be excellent for foreign funds.

7. future of Ukraine equty market

In our forward looking oppinion, over next five years equity market structure for Ukraine, ought
to significantly change due to upcoming dynamic reconstruction, active participation of EU
continues, redaction in risks. Thus our estimations for sources to finance ukrainian equity in five
years might look as folloving (numbers are ballpark, not precise predictions). The main idea
behind given prediction is that Ukraine suppose to shift from crisis-driven IFI + domestic capital
to a more balanced equity market structure with strong foreign private and functioning public
market, domestic business groups remain powerful but are no longer the only serious money,
foreign private capital (strategic investors, PE, VC) becomes the main growth engine in
infrastructure, energy transition, logistics, and tech, IFIs move from “we finance because nobody
else will” to “we de-risk and crowd in others”.

CONCLUSION

Scale of ukraine equity market is small with market cap a few percent of GDP, a narrow set of
liquid names, tiny turnover; scope is about two domestic exchanges, equity playing a marginal role
versus government debt, with serious liquidity and governance constraints; wartime disruption
now, but potential for growth if post-war reforms, reconstruction projects, and EU integration
create both issuers and investors. Return on equity market depends on many parametrs how to
valuate it veries from different equity classes, in a fact no current single "market return” benchmark
for Ukrainian equity. Investments are purely strategic, demanding the possibility of multi-fold
capital appreciation in a post-war scenario to compensate for the significant probability of
significant or total loss. Sector exposure dramatically changes equity risk profiles The core risks
of Ukrainian equity investment are geopolitical war risk, currency & FX volatility, market
illiquidity, corporate governance issues. Risks justify required returns of 20-35% and plus for
investors deploying equity capital into Ukraine, depending on sector and exposure. Overall risk
rating from very high to extreme. But this high risk is also the reason for investors perceive large
potential returns during reconstruction and post-war stabilization.
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ANOTACIJA

Raksta analizgtas skaidras naudas izmantoSanas perspektivas straujas ekonomikas digitalizacijas apstaklos,
balstoties uz ECB, Latvijas Bankas, OECD un BIS 2020. - 2025. gada datiem, ka arT aptauju par Latvijas iedzivotaju
maksajumu paradumiem. P&ttjums atklaj, ka, neskatoties uz digitalo maksajumu izplatibu, skaidrai naudai joprojam ir
bitiska loma finanSu drosibas, privatuma un socialas ieklauSanas nodrosinasana. Aptaujas rezultati liecina par
sabiedribas piesardzigu attieksmi pret pilnigu pareju uz digitaliem maksajumiem un uzsver nepiecieSamibu saglabat
lidzsvarotu maksajumu infrastrukttru nakotng.

Atslegvardi: digitalizacija, finanSu dro§iba, maksajumu sistémas, privatums, skaidra nauda
ABSTRACT

This article analyses the future prospects of cash usage in the context of rapid economic digitalization, drawing
on data from the ECB, the Bank of Latvia, the OECD and the BIS for the years 2020. - 2025., as well as a survey on
the payment habits of Latvian residents. The findings reveal that despite the growing prevalence of digital payments,
cash continues to play a significant role in ensuring financial security, privacy and social inclusion. The survey results
indicate a cautious public attitude toward a fully digital payment environment and underscore the need to maintain a
balanced payment infrastructure in the future.

Keywords: cash, digitalization, financial security, payment systems, privacy

IEVADS. INTRODUCTION

Strauja ekonomikas digitalizacija biitiski mainijusi maksajumu paradumus Eiropa Savieniba
(ES) un Latvija, pasi peéc COVID-19 pandémijas, kas paatrinaja bezkontakta un attalinato norékinu
picaugumu. Eiropas Centralas bankas (ECB) pétijuma Study on the payment attitudes of consumers
in the euro area (SPACE (2024)) dati rada, ka vairak neka 60% mazumtirdzniecibas darjjumu
eirozona jau tiek veikti digitali [4]. ArT Latvija bezskaidras naudas izmantoSana sasniedz 78%,
tomer 68% iedzivotaju skaidru naudu joprojam lieto regulari [9]. Vienlaikus ES Anti-Money
Laundering Regulation (EU 2024/1624) ievie§ jaunus ierobeZojumus skaidrai naudai, bet ECB
izsrtada digitala eiro ievieSanu Iidz 2029.gadam, kas aktualizé diskusijas un bazas par sabiedribas
finansu privatumu un uzraudzibas risku palielinasanos [3,6].
Nemot veéra Sos procesus, aktuals klust pétijuma jautajums: kadas ir skaidras naudas
izmantoSanas perspektivas un vai sabiedriba ir gatava pilnigai parejai uz digitaliem maksajumiem?
P&tijuma merkis ir noteikt, kadas ir skaidras naudas izmantoSanas perspektivas digitalizacijas
konteksta, un novertét, vai sabiedriba ir gatava pilnigai parejai uz digitaliem maksajumiem.
P&tijuma izmantota kombin€ta metode, kurd apvienotas vairakas analitiskas pieejas. Vispirms
veikta salidzinosa analize, izmantojot ECB, Latvijas Bankas, Ekonomiskas sadarbibas un attistibas
organizacijas (OECD) un Starptautiska norékinu bankas (BIS) statisktiskos raditajus par
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maksasanas instrumentu izmantosanu par 2020. - 2025. gadu. Lai novértétu sabiedribas paradumus
un attieksmi, veikta kvantitativa aptauja Latvijas iedzivotaju vid.

SVARIGAKAS ATZINAS TEORIJA UN PRAKSE. BASIC THEORETICAL AND
PRACTICAL PROVISION

Klasiskaja ekonomikas teorija nauda pilda tris pamatfunkcijas — ta ir vertibas mers,
apmainas lidzeklis un uzkrajuma instruments (Samuelson & Nordhaus, 2010). Tiesi fiziska nauda
pilniba nodroSina visas §is funkcijas, un to var izmantot anonimi, neatkarigi no tehnologijam,
interneta vai starpnieku infrastruktiiras. ECB dati apstiprina, ka skaidras naudas aprite eirozona
saglabajas augsta, un pat laika, kad digitalo maksajumu ipatsvars pieaug, fiziskas naudas daudzums
apgroziba turpina pieaugt, ipasi ka uzkrajuma un finanSu drosibas rezerve [4].

Eiropa un citviet pasaule digitalizacija ped€jo gadu laika bitiski mainijusi maksajumu
sistémas. Bezkontakta maksajumi 2020.2024. gada pieauga Iidz 74% no visiem karSu
maksajumiem, bet mobilie maksajumi pieauga par vairak neka 230%, kas norada uz strauju
tehnologisko risinajumu ievieSanu ikdienas finansu praksé [4]. Tomér skaidra nauda ka galvenais
maksasanas veids saglabajas iedzivotajiem ar ierobeZotu digitalo piekluvi, zemu ienakumu
grupam, vecaka gadagajuma cilvéku vidi un regionos, kur digitala infrastruktiira vél nav
pietiekami attistita. OECD (2025) norada, ka 24% Eiropas iedzivotajiem nav droSas vai regularas
piekluves digitalajiem finansu pakalpojumiem, kas var radit socialekonomisku nevienlidzibu, ja
skaidras naudas pieejamiba tiktu biitiski ierobezota [10].

Socialajos un mediju telpas paradas arvien vairak veért€jumu, ka ES pamazam virzas uz
sabiedribu ar minimalu vai gandriz pilnigu atteikSanos no skaidras naudas. Dazos medijos tiek
pausti apgalvojumi par iesp&jamu “finansu revoliiciju” lidz 2027. gadam, ievieSot digitalo eiro un
skaidrsa naudas lietoSanas ierobezojumus, kas novestu pie skaidras naudas un privatuma biitiskas
saSaurinaSanas [1]. Un tas ir pretruna ar ECB sabiedribas aptaujas raditajiem, ka 60% eiropieSu ka
primaro veértibu maksajumu sistémas min privatumu [7]. Jo tieSi skaidrai naudai ir ta svarigaka
prieksrociba ka anonimitate. Atskiriba no digitalajiem maksajumiem, kur tiek generéti detalizeti
transakciju dati, skaidras naudas maksajumi neatsta; izsekojamas p&das.

Péc ECB preses relizes ap 2027. gadu varétu sakties digitala eiro ievieSanas pilota faze. Ja
ES likumdevgji pienems regulu 2026. gada laika, digitalo eiro var€tu ieviest lidz 2029. gadam.
Digitalais eiro biis skaidras naudas digitala forma - elektronisks mazumtirdzniecibas maksajumu
lidzeklis, ko emité€s ECB [7]. Svarigi uzsveért, ka centralo banku digitalas valiitas, tostarp digitala
eiro koncepcija, tiek veidotas ka papildinajums skaidrai naudai, nevis tas aizstasanas instruments.
ECB sava 2024. gada parskata uzsver, ka digitalais eiro saglabas svarigas skaidras naudas pasibas,
tostarp noteiktu privatuma Iimeni un iesp&ju veikt ,,offline” maksajumus [6]. Neskatoties uz ECB
apgalvojumiem, digitalo maksajumu sistému privatuma riski tiek plasi diskutéti akadémiskaja un
tiesibu zinatn€. Eiropas Datu aizsardzibas uzraugs bridina, ka digitalas valiitas var radit butisku
risku personu datu droS$ibai, jo finanSu transakcijas var kliit pilniba izsekojamas un analiz€jamas,
tadgjadi radot iesp€jas veidot pilnus patérétaju uzvedibas profilus [8].

Taja pasa laika Eiropas Savieniba pedgjos gados ieviesusi virkni normativo aktu, kas ierobezo
skaidras naudas izmantoSanu. 2024. gada pienemta Anti-Money Laundering Regulation (EU)
2024/1624 nosaka vienotu skaidras naudas darfjumu slieksni komercdarjjumos visas ES
dalibvalstis, skaidras naudas slieksni, no kura obligata identitates parbaude, un paplasinatas
prasibas tirgotajiem un pakalpojumu sniedz€jiem par aizdomigu darfjjumu zinoSanu [3]. Papildus
ES Iimena reguléjumam katra valsts papildus nosaka vél savus sakaidras naudas reguléjumus, lidz
ar to vairakas valstis, tadas ka Francija, Belgija un Italija noteikuSas vél stingrakus nacionalos
skaidras naudas ierobezojumus un limitus valsts rezidentiem [5]. Akadémiskie petijumi (Springer,
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2025) norada, ka Sie ierobezojumi rada jautajumus par proporcionalitati un ietekmi uz finansu
brivibu, 1pasi iedzivotaju grupam, kuras atkarigas no skaidras naudas [11].

Kopuma teorétiska un praktiska analize liecina, ka skaidrai naudai joprojam ir fundamentala
loma: ta nodroSina finansu autonomiju, privatumu, pieejamibu un sist€émisko noturibu. Vienlaikus
digitalizacija ievie$ jaunus izaicindjumus un iesp&jas, bet ES reguléjums un nacionala politika
ievérojami ietekme skaidras naudas nakotnes perspektivas, ievieSot ar vien jaunus skaidras naudas
lietoSanas ierobezojumus. Digitalizacijas raditie jaunie riski un ierobezojumi rada nepiecieSamibu
nodroS$inat sabalansétu pieeju, kura tiek veicinata inovacija, bet vienlaikus aizsargatas sabiedribas
tiesibas uz izveli, privatumu un finansu brivibu.

PETIJUMA REZULTATI UN TO IZVERTEJUMS. RESEARCH RESULTS AND THEIR
EVALUATION

S1 pétijuma kantitativaja aptauja tika analizéti 99 respondenta atbilzu rezultati par Latvijas
iedzivotaju maksajumu paradumiem un attieksmi pret skaidras naudas izmantoSanu un tas lomas
saglabaSanu nakotné digitalizétas ekonomikas apstaklos, kas tika salidzinati ar Latvijas Bankas un
ECB, OECD un BIS pieejamiem datiem.
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40.0%

30.0% 22 8%

20.0% 15.4%
° ° 11.8%

10.0%
1.5%
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Skaidra nauda  Bankas karte Mobilie TieSsaistes Cits
maksajumi parskaitijumi
1.attéels. Ikdiena visbiezak izmantotie maksajuma veidi
(autores veidots, VisiDati.lv, 13.11.2025)

Aptaujas dalibnieki ka domin&joSo maksasanas iznstrumentu izmanto bankas karti (48,5%).
Sis raditajs apliecina bezskaidras naudas maksajumu vado$o lomu ikdienas ekonomiskaja aprité un
sakrit ar Latvijas Bankas novérotajam makroekonomiskajam tendencém, kas rada pastavigu karsu
maksajumu Ipatsvara pieaugumu [9]. Tomér ieverojams ir ar1 tas, ka 22,8% aptaujato visbiezak
maksa tiesi skaidra nauda, kas liecina par stabilu §1 norékina veida klatbiitni.
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2.attéls. Skaidras naudas maksajumu bieZums
(autores veidots, VisiDati.lv, 13.11.2025)

Aptaujas rezultati liecina, ka, neraugoties uz digitalo maksajumu plaso izmantoSanu, skaidra
nauda joprojam saglaba butisku funkciju iedzivotaju ikdienas norékinu paradumos. Vairak neka
puse respondentu noradija, ka skaidru naudu izmanto regulari - 37,9% to dara bieZi, savukart
26,3 % — vidgji biezi, kas nozimg, ka vairak neka puse iedzivotaju to lieto regulari. Sie rezultati
atklaj, ka skaidras naudas loma nav reduc€jama tikai uz situativu vai epizodisku lietojumu - ta
saglabajas ka biitiska maksajumu sistemas dala, un $1 tendence atbilst ECB noradém par skaidras
naudas funkcionalo un socialo nozimi pat augstas digitalizacijas valstis - 59% eirozonas iedzivotaju
regulari izmanto skaidru naudu [4].
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3.attels. Situacijas, kuras respondenti dod priekSroku skaidras naudas izmantoSanai
(autores veidots, VisiDati.lv, 13.11.2025)

Analizgjot situacijas, kuras respondenti dod prieksroku skaidrai naudai, analize padzilina
izpratni par situacijam, kuras skaidra nauda tiek izv€leta apzinati. VisbieZak min&tais iemesls ir
nespé&ja norékinaties ar karti, ko atzim&jusi 31,9% respondentu. Tas norada, ka skaidra nauda
joprojam kalpo ka bitisks rezerves maksajumu lidzeklis infrastruktiiras vai tehnologisku
ierobezojumu gadijumos. Bitiska loma skaidrai naudai saglabajas ar1 ikdienas mazajos darjjumos
- nelieliem pirkumiem to izmanto 23,7% aptaujato. Tapat atsevisSkas socialas un kulttiras situacijas
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- norékini kafejnicas un baros (15,9%), ka art naudas davinaSana un ziedojumi (15,5%) - saglaba
tradicionalu saikni ar fizisku naudu. Nav neviena respondenta, kur§ butu noradijis, ka nekad nedod
priekSroku skaidrai naudai, kas papildus apliecina §1 instrumenta praktisko nenoziidamibu
sabiedribas maksajumu paradumos. Sie rezultati saskan ar ECB SPACE 2024 pétijumu, kura
konstatéts, ka skaidra nauda visbiezak tiek izmantota maza apjoma pirkumiem un privatiem
maksajumiem starp fiziskam personam, kas nav saistiti ar precu vai pakalpojumu iegadi [4,10].

Respondenti atvertajas atbildes par skaidras naudas izmantoSanu, to visbiezak pamatoja ar
privatumu (28%), ieradumu (13%) un praktiskumu, 1pasi nelieliem pirkumiem (22%) vai situacijas,
kad elektroniskie norékini nav pieejami (15%). Savukart digitalie maksajumi tika saistiti ar ertibu
un atrumu (79%). Sis lidzsvars starp &rtibu un drosibas izjiitu raksturo Latvijas sabiedribai tipisku
maksajumu uzvedibu — hibridmodeli, kura abas maksajumu formas pastav paraléli un papildina
viena otru. So hibridpraksi apstiprina arT jautajuma rezultati, kura respondenti novértgja savu pareju
uz digitaliem maksajumiem pedg€jo tris gadu laika (skat. 4.attelu.).
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4.attels. Respondentu pasvertéjums par pareju uz digitalajiem maksajumiem pedéjo
tris gadu laika
(autores veidots, VisiDati.lv, 13.11.2025)

Lielaka respondentu dala (60%) noradija, ka lieto abus maksasanas veidus lidzigi, kas
nozime, ka, neskatoties uz digitalo maksajumu izplatibas picaugumu, skaidras naudas izmantoSana
nav bitiski samazinajusies un iedzivotaju maksasanas ieradumi nav mainijusies. Sie rezultati
norada uz iedzivotdju salidzino$i meérenu un pragmatisku attiecksmi pret digitalizaciju - digitalo
risindjumu ievieSana notiek, bet ne izstumjot skaidro naudu, drizak integréjot to jauna maksajumu
paradumu lidzsvara. Lidziga tendence redzama visa eirozona - ECB SPACE 2024 dati rada, ka
lielaka dala iedzivotaju kombin€ skaidru un bezskaidru naudu atkariba no situacijas [4]. OECD
dati ar1 apliecina, ka sabiedribas pareja uz digitalizaciju nenotiek vienlaicigi visas demografiskajas
grupas, bet veidojas pakapeniski, integréjot dazadus maksajuma risinajumus vienlaikus [10].
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5.attels. Risku novértéjums pilnigas skaidras naudas atteik§anas gadijuma
(autores veidots, VisiDati.lv, 13.11.2025)

Svariga aptaujas dala bija respondentu attieksmes analize pret iesp&jamu pilnigu pareju uz
digitaliem maksajuma veidiem. Dati liecina, ka 71,5% respondentu paustu satraukumu, ja valstt
vairs nebiitu iesp&jams norékinaties skaidra nauda: 42,9% atbild€jusi “ja, loti uztrauktu”, bet 28,6%
- “drizak ja uztrauktu”. Sis bazas klist vél uzskatamakas, analiz&jot jautajuma rezultatus
(skat.5.attelu), kas verteja iesp&jamos riskus gadijuma, ja skaidra nauda valsti pilniba tiktu iznemta
no apgrozijuma. Rezultati rada, ka kop€jais uztvertais risku limenis ir augsts: 37,4% respondenti
uzskata riskus par loti augstiem, 17,2% - par augstiem, 30,3% - vid€ji augstiem riskiem, kas norada,
ka sabiedribas vertejuma, pilniga digitalizacija ir saistita ar augstu risku intensitati, un lielaka dala
sabiedribas Sos riskus uztver ka bitiskus.

So tendenci papildina arT respondentu viedokli par to, ka digitalas maksajumu vides attistiba
varétu ietekm@t sabiedribas nevienlidzibu. 62,2 % aptaujato noradija, ka pareja uz pilniba
digitaliem maksajumiem, visticamak, veicinas nevienlidzibas pieaugumu, izslédzot no maksajumu
sistémas noteiktas sabiedribas grupas. Sie dati norada, ka bazas par digitalo norekinu riskiem ir ne
tikai saistitas ar teor€tisku iesp&ju pilniba atteikties no skaidras naudas, bet arT ar praktisku
nedro§ibas izjitu ikdienas digitalas maksajumu sistémas lieto$ana. Sis rezultats batiski saskan ar
BIS pétijjumiem, kuros noradits, ka valstis, kur digitala finanSu infrastruktiira klast domingjosa,
sabiedriba piecaug bazas par datu drosibu, kiberuzbrukumu risku, tehnologisko klimju ietekmi,
socialas nevienlidzibas saasinaSanos [2]. ECB SPACE 2024 dati ar1 uzsver, ka 75% eirozonas
iedzivotaju uzskata skaidru naudu par butisku droSibas instrumentu arkartas situacijas [4].
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6.attels. Biezi izmantoto digitalo maksajumu riku isplatiba sabiedriba
(autores veidots, VisiDati.lv, 13.11.2025)

Vienlaikus jauzsver, ka, neraugoties uz sabiedriba pausto iev€rojamo satraukumu par
iesp&jamu pilnigu atteikSanos no skaidras naudas nakotn€, 85,7% respondentu tomér izmanto
mobilo bankas lietotni, 48,4% biezi izmanto internetbanku, 67% bieZi lieto bankas karti, un 23,1%
aktivi izmanto mobilos makus vai e-naudas rikus (pieméram, PayPal vai Revolut), kas apliecina
augstu digitalas infrastruktiiras izplatibu, tomér tas nenozimé pilnigu uztic€Sanos pilnigi digitalai
finansu videi (skat.6.att€lu). Lidz ar to var secinat, ka, lai gan digitala transformacija maksajumu
joma ir notikusi strauji, sabiedriba nav gatava atteikties no skaidras naudas ka stabilitates un
uzticamibas instrumenta.

Svariga aptaujas dala bija izvertet sabiedribas attieksmi par skaidras naudas nozimi
miisdienas un tas iesp&jamo lomu nakotné. Kopg€jais respondentu veértejums par skaidras naudas
nozimigumu sasniedz 4,19 punktus no 5, kas norada uz augstu skaidras naudas vert&jumu
sabiedribas uztvere un apliecina tas turpmako nepiecieSamibu maksajumu sistéma.

S attieksme atklajas ar respondentu ikdienas riciba — ievérojams vairakums jeb 86,9%
aptaujato glaba majas skaidras naudas uzkrajumu. No tiem 35,4% to dara regulari, savukart 51,5%
uztur nelielu skaidras naudas rezervi drogibas noliikos. Sie dati parada, ka sabiedriba turpina
uzticeties skaidrai naudai ka droSibas mehanismam, kas paredzets lietoSanai arkartas situacijas. Tas
apliecina, ka sabiedriba skaidru naudu uzskata ne tikai par tradicionalu maksasanas lidzekli, bet art
par svarigu finanSu stabilitates instrumentu. BIS Red Book norada, ka skaidras naudas uzkrasana
ka droSibas rezerves mehanisms pieaug pat augsti digitalizétas ekonomikas [2].
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7.attels. Skaidras naudas nakotnes lomas novertejums digitalizacijas attistibas apstaklos
(autores veidots, VisiDati.lv, 13.11.2025)

Respondentu priekSstats par skaidras naudas nakotnes nozimi Sos secindjumus papildina vél
skaidrak. 90% uzskata, ka fiziskajai naudai saglabasies nozimiga vai dal€ji nozimiga loma, kas ir
augstaks raditajs par eirozonas vid€jo (ECB SPACE 2024 - 78%) [4]. 25,3% to redz ka ierobezoti
pieejamu, bet kritiski nepiecieSamu krizes apstaklos, 42,1% prognozeé skaidras naudas vidéji
nozimigu lomu lidzas digitalajiem maksajumu veidiem; savukart 24,2% uzskata, ka fiziska nauda
ar1 nakotné saglabas loti biitisku nozimi ka privatuma un individualas finansu autonomijas garants.

KOPSAVILKUMS. CONCLUSION

Pétijuma rezultati atklaj, ka Latvijas iedzivotaju maksajumu paradumos dominé digitalie
norékini, tacu neraugoties uz straujo maksajumu digitalizaciju, skaidras naudas izmantoSana
joprojam saglaba nozimigu vietu ikdienas praksé. Aptaujas dati rada, ka skaidra nauda tiek lietota
regulari un meérktiecigi, 1pasi nelieliem pirkumiem, privatiem norékiniem un situacijas, kad
digitalie maksajumi nav pieejami. STtendence saskan ar ECB un BIS atzinam, kas uzsver skaidras
naudas funkcionalo un socialo nozimi pat augsti digitalizétas ekonomikas.

Analizgjot attieksmi pret digitalo maksajumu izplatibu, konstatéts, ka sabiedriba aktivi
izmanto dazadus elektroniskos finansu rikus, tomér tas neizslédz piesardzigu nostaju pret pilnigu
pareju uz digitaliem norékiniem. Respondentu vertéjumos izteikti uzsverti riski, kas saistiti ar datu
drosibu, kiberapdraudéjumiem, tehnologisko traucgjumu ietekmi un potencialu socialas
nevienlidzibas padzilinaSanos — §is baZas pilniba atbilst OECD un BIS pétijjumos identificétajiem
riskiem.

Vienlaikus skaidra nauda tiek uztverta ka uzticams drosibas un autonomijas instruments, pasi
arkartas situacijas, ko apliecina arf tas klatbiitne majsaimniecibu uzkrajumos. Rezultati norada uz
stabilu hibridmodeli, kur fiziska un digitala nauda pastav komplementari, nodroSinot gan &rtibu,
gan finanSu dro§ibu.

Turpmako perspektivu vertéjuma 90% respondentu prognoze skaidras naudas saglabaSanos
nozimiga vai daléji nozimiga loma, tostarp ka arkartas situaciju un privatuma nodroSinaSanas
instrumentu. Kopuma pétjjums atklaj sabiedribas pragmatisku pielagosanos digitalizacijai,
saglabajot lidzsvaru starp inovaciju piepemsanu un tradicionalo finanSu instrumentu nozimi.

Apkopotie rezultati uzsver nepiecieSamibu uzturét lidzsvarotu maksajumu vidi, kur digitalie
risinajumi attistas, vienlaikus saglabajot uzticamu un pieejamu fiziskas naudas apriti, nodro$inot
finansu stabilitati un sabiedribas tiesibas uz izvéli digitalizacijas procesos.
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ABSTRACT

Digital transformation has become a fundamental economic stimulator, massively changing the production
systems, labor forces in countries, competitiveness and growth prospects. The article, Digital Transformation and
Economic Performance: Theoretical Foundations and Empirical Evidence in Latvia, explores the impact of
digitalization on the macroeconomic performance of Latvia between 2018 and 2025. The study uses secondary data in
the form of DESI, Eurostat, OECD, World Bank and the Central Statistical Bureau of Latvia, based on the Solow model
of technological progress and the models proposed by Romer and Schumpeter regarding endogenous growth and
creative destruction. The results show that there is a close positive relationship between digital transformation and
GDP growth, and ICT value-added and labor productivity are steadily increasing within the period under study. The
scores on DESI got better, the number of digital public services has grown, and the level of ICT-facilitated employment
has grown, but the outcome also indicates a conversion gap: infrastructure development has outpaced the digital
adoption of SMEs, penetration of advanced skills and maturity of innovation ecosystems. Latvia is in the process
between preparedness and total digital conversion but little less so than Estonia because of lower absorption capacity
at the enterprise level. The conclusion of the paper is that the future competitiveness of Latvia lies in the ability to turn
the digital capacity into ubiquitous utilization by designing the skills into deeper and further by means of innovation
and enterprise digitalization.

Keywords: Digital Transformation, GDP Growth, ICT Development, Labour Productivity, Latvia

INTRODUCTION

Nowadays, digital transformation is a source of economic development. It goes way beyond
hardware installation or software deployment and is becoming more of a dynamic ecosystem
characterized by cloud integration, automation through algorithms, public governance by digital
mechanisms and architectures of cross-border data-exchange [1]. The economies of countries that
can incorporate digital processes into production networks grow at a faster rate and are less
sensitive to crises. Latvia is one such economy that is going the digitally mediated way of
development. Latvia is a good research case as a member of the EU with good broadband
connectivity and a growing ICT sector. The rate of acceleration in digitalisation increased in the
post-2018 period, especially in and after the COVID-19 pandemic, when physical contact was no
longer the main mode of economic continuity, and digital operations became the main one. The
major aim of the given research is to investigate the impact of digital transformation on the GDP
of Latvia, the labour productivity, restructuring of the sector and macroeconomic competitiveness.
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Theoretical Framework

The Technological Progress Model forwarded by Solow assumes that an economy will be
performing better when technology is increasing the efficiency of the output in comparison to
capital and labour, that is, when technology increases the product output [2]. This mechanism is
observed in the Latvian development of automation, e-governance, and data-based coordination
approaches, which minimize obstacles to production and enhance the delivery of services. The
Endogenous Growth Theory postulated by Romer recognizes knowledge accumulation as the
source of continuous growth in the long run [3]. The increased ICT professionalism, coding skills
formation, fintech services and distance learning systems in Latvia depict such knowledge-based
growth. The concept of Schumpeterian Creative Destruction views digitalisation as a reorganizing
policy that replaces outdated jobs and creates new jobs based on technology [4]. The transformation
was verified by the fact that Latvia has stopped working on routine clerical positions, and currently,
the country deals with cybersecurity, software engineering, and data analytics. All these
frameworks provide a theoretical background of the connection between digitalisation and
economic performance.

Review of Literature

The digitalisation process of the Latvian economy has been one of the most popular topics
in recent policy and scholarly literature. Rupeika-Apoga et al. emphasize that Latvian SMEs are
well connected but less advanced in their digital adoption due to a lack of skills, funding, and low
innovation preparedness. Their research attests to the fact that infrastructures cannot guarantee
productivity gains unless the business enterprises become proactive in applying the digital tools in
the business process [5]. This is also supported by the European Commission Digital Decade
Report 0f 2024, which indicates that, although the DESI indicators of Latvia have been improving,
the country still has a significant skills gap, with less than half of the population possessing basic
digital skills, which thus slows down the rate of digital maturity [6].

An associated assessment on digital skills at the EU level indicates that the Latvian workforce
potential is lower than the EU average, and this will limit the pace at which digital systems are
being adopted in the various sectors, especially in the manufacturing and services sectors [7]. In its
country review, OECD highlights that the process of digital transformation in Latvia is uneven,
with significant development of infrastructure and state-provided digital services and slower
adoption within SMEs and regions. In the report, it is emphasized that the major missing links
between digital capacity and economic performance are human capital development and enterprise
adoption [8]. To add to that, the OECD Economic Survey (2024) acknowledges that digitalisation
has boosted the GDP and productivity in Latvia but is also evident that further adoption of data
technologies, cloud technology, and an innovation culture are required to maintain competitiveness
in the long term [9]. Research of the European SMEs also indicates that the stronger the digital
intensity, the greater the productivity and the opportunities to export, which means that Latvia can
enhance its performance by reducing the gap in adoption and facilitating digital preparedness at
the enterprise level [10].

Kahveci presents the DASAT model, showing that the digital awareness, strategy
formulation, adoption, and transformation must go through stages of SMEs before the actual
economic benefits are realized. This is applicable in the case of Latvia, where SMEs tend to be at
the awareness level even though favorable infrastructures are in place [11]. According to the
national report of Latvia on the national digitalisation progress, there are also similar gaps, such as
that regional differences and low penetration rates with advanced skills still make the benefits of
digital transformation available only to urban but not rural areas [12]. On another level, Nordic-
Baltic regional studies also indicate a presence of digital territorial disparities, despite the high
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connectivity of the rural territories, lower-level tools are embraced, leading to the unequal digital
and economic performance [13].

IMF evaluations underscore the fact that Latvia, in its digitalisation must be accompanied by
robust cybersecurity, investment in innovation and the policies guiding digital adoption towards
the SMEs in order to have sustainable growth. The report substantiates that digital sectors have
enabled economic resilience, particularly in the recovery phase of post-pandemic [14].
Comparative scores of DESI in the Baltic states show that Estonia is the leader, as it is characterised
by a high level of enterprise digital integration, and Latvia is the last, as the cloud and Al uptake
amongst SMEs in the country is lower [15]. A study on digital finance and innovation in the Baltics
also reports that Latvia is experiencing an emerging fintech activity but requires more robust
innovation ecosystems to capitalise on digital transformation to gain competitiveness [16].

The European Commission DESI methodological documentation confirms that digital
performance needs to be considered, which means connectivity, human capital, integration of
digital technologies, and digital public services should be integrated as a single entity in support of
the structural interpretation utilised in the studies of Latvia [17]. The OECD and DG Reform
experience of employer-based skills development in Latvia evidence that employers tend not to
invest in digital training, which restricts their productivity increase due to the adoption of
technology [18]. Lastly, the bibliometric analysis of the EU-wide can attest to the increased
attention to the issue of digitalisation and economic performance, which places the Latvian
experience into the larger European initiatives aimed at evaluating digital transformation outcomes
[19].

Research Gap and Significance

Although the literature on digitalisation in the EU is widely defined, country-specific
evidence regarding Latvia is relatively insufficient. Most of the scholarly work addresses the policy
frameworks, but few works relate the statistical relation of DESI progression with GDP, labour
productivity or structural changes of employment [20]. The study bridges the conceptual gap and
empirical gap by connecting theoretical arguments and numerical data, as well as doing
comparative analysis at the regional level. The information derived from this study is relevant to
policy makers, economists, digital developers and enterprise strategists seeking to bring Latvia to
the stage of complete digital maturity.

Objectives of the Study

1. To analyse the impact of digital transformation on Latvia’s economic performance,
including GDP growth and labour productivity, during 2018-2025.

2. To examine the extent of digital adoption in Latvia, especially among SMEs and
identify the gap between digital capacity and actual digital conversion.

Methodology

The secondary quantitative methodological design was chosen and uses official datasets
retrieved in DESI, Eurostat, OECD, World Bank and CSB Latvia in the period of 2018-2025.
Descriptive trend analysis was used to estimate the relationships between digital readiness and
macroeconomic performance. The research focuses on ICT-GDP contribution, labour productivity
levels, SME-level adoption of digital technology and digital employment dispersion.

Results and Analysis
Table 1: DESI & GDP Growth Trends in Latvia (2018-2025)

Year DESI Score GDP Growth %
2018 48.2 4.3%
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2019 50.1 2.6%
2020 51.7 -3.1%
2021 54.8 4.5%
2023 56.9 2.7%
2024 57.4 2.9%
2025* 58.2 (est.) 3.1% (est.)

(Source: Researcher’s compilation from DESI, Eurostat, OECD, World Bank and Central Statistical Bureau of Latvia.)

The descriptive trend shows clearly an upward trend in the values of DESI throughout the
period analysed. The interim shrinkage in the GDP in 2020 is in line with the pandemic disruption,
but quick digital adaptability helped in achieving one of the fastest bounces in the Baltic area in
2021. The fact that the trajectory between DESI and GDP trends is positive is an indication of
structural compatibility, which supports the thesis that better digital preparedness leads to economic
resilience and the acceptability of new experiences even after a crisis.

Table 2: ICT Sector Contribution and Labour Productivity in Latvia

Year ICT Share of GDP La(l;::)lvl‘vglrg/(:uctlvny
2018 5.8% 2 1%
2020 6.4% 1.6%
2022 7.2% 3.0%
2024 7.8% 359

(Source: Compiled by the researcher from multiple secondary data sources.)

The ICT share of GDP was growing consistently, and it heralds the heightening digital value-
creation intensity. The growth of productivity varied in the first years of the study but started
picking up with the increase in digital diffusion. The similar trend of both indicators upwards
supports the propositions of Solow and Romer that the production and knowledge accumulation of
technology produce quantifiable productivity dividends.

Table 3: Baltic DESI Benchmark (2023 Comparative Profile)

SME Cloud/Al ICT

Country DESI 2023 Usage Employment Share
Estonia 65.1 32% 8.4%
Lithuania 57.5 24% 7.6%
Latvia 56.0 18% 7.2%

(Source: Researcher’s analysis based on DESI and international statistical databases.)

Estonia is ahead of the regional digital scenario, which is propelled by a high level of
enterprise-digital integration and high levels of cloud-Al adoption. Latvia has a competitive score
in DESI which is lagging in terms of commercial utilisation and intensity of innovation. The fact
that there is a digital capacity-conversion gap is verified by this table, strong infrastructure, and
slower enterprise-scale adoption.

Discussion

It can be analysed that Latvia is not at the stage of digital infancy but is not yet at the
transformation depth that is as deep as in Estonia. Connection statistics are well, but successful
conversion is impossible without the migration of abilities, culture of innovation support and public
display of SME-sector digital acceleration. Digital adoption that was brought about by the
pandemic revealed scalability capabilities, showing that technological ecosystems have the
potential to stabilise economic shocks. Nonetheless, digital benefits are also skewed. The adoption
is concentrated in the cities, strengthening the inequality in terms of the territory, and the transition
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in the working force continues to keep up with the progress of technology. The potential of the
long-term transformation in Latvia is based on the combination of infrastructure power and
workforce capacity, integration and growth of the enterprises and innovation ecosystems.

Policy Implication Narrative

The way forward for Latvia should not just increase network space but also develop human
capability to exploit new infrastructures. Formalised University courses must be offered in Al,
robotics, cybersecurity and data systems. The SME support structures should shift away from an
awareness programme to an adoption accelerator that is financially supported. On the national
level, digital trust, which is based on cybersecurity, e-identity safety, and data protection, should
be enhanced to provide scalable involvement across the economic segments. The digitally mature
Latvia can only be made possible once the connectivity is accompanied by competence, maturity
on productivity and innovativeness.

CONCLUSION

The economic data proves the fact that digital transformation is structurally integrated into
the Latvian growth framework. DESI-flow, ICT-GDP growth, productivity modernisation and
employment re-organisation all testify to the fact that digital evolution is a growth multiplier. The
next way forward is not infrastructural development, where Latvia has been performing well, but
a change of capacity into conversion, use and innovation. Having focused strategic attention on the
formation of skills, SME digitalisation, and the creation of the knowledge economy, Latvia will be
able to transform itself into a digitally developing country and become a recognised leader in the
Baltic region with a significant competitive edge on the global market.

Limitations of the Study

Though the research provides important information on the digital transformation in Latvia,
it is important to note that there are several limitations. To begin with, the study does not use any
primary data, only secondary data collected by DESI, Eurostat, OECD, World Bank, and national
databases; thus, the study has the limitation of the quality, timeliness and methodological
differences in the sources. Second, the research fails to make use of econometric modelling, which
restricts the possibility of determining causal links between the indicators of digital transformation
and the macroeconomic performance. Third, the SME-level digital adoption is reflected using
aggregated datasets, which fail to reflect intra-sector variations, regional variations, and variation
in behaviour at the firm. In addition, the time frame of the study, 2018-2025, contains the COVID-
19 pandemic period, in which the digital adoption began to increase atypically, which may bias
long-term trend interpretations. Finally, the paper uses mainly quantitative indicators and lacks the
use of qualitative input by players in the industry, which could have given greater contextual
insight.

Scope for Further Research

The empirical knowledge around Latvian digital transformation can be improved and
extended by new studies in the future. One possible direction is the econometric or structural
equation modelling (SEM), which would be used to estimate the impact of digital readiness on the
growth of GDP, labour productivity, and restructuring of the sectors. Surveys and interviews with
SMEs at the firm level may provide useful information on behavioural barriers, lack of skills and
trends in innovation adoption that cannot be seen in aggregate statistics. The comparative analysis,
such as in Estonia, Lithuania, or EU-wide standards, can also highlight any contextual variations
in policy inefficiency, enterprise responsiveness and diffusion of digital capabilities. Also, the
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researchers may assess how the new technologies can influence the Latvian productivity
environment, Al, cloud infrastructure, robotics, and fintech ecosystem. Policy relevance would also
be enhanced by exploring the problems of digital inclusion, such as rural-urban differences, issues
of labour market transition, and demographic factors. It will also be necessary to have longitudinal
studies that are post-2025 to determine whether Latvia is succeeding in translating its digital
capacity into full economic maturity.
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ABSTRACT

Based on Niklas Luhmann Systems Theory, economical and legal systems are separate, independent systems,
operating under their own codes. This does not mean that such systems ignore the existence of the other, or the
environment that surrounds them however, due to differing operational logics, miscommunication may occur. The
subject of this article is to analyze how the legal and economic systems interact and how they do so through the lens
of Niklas Luhmann Systems Theory. This paper explores the concepts of AML/CTF and supervision coupling between
financial institutions and supervisory authority, grounded in Luhmann ‘s Systems Theory.

Keywords: anti-money laundering, Luhmann, Systems theory, compliance, management
INTRODUCTION

The growing complexity of global financial systems has heightened the risk of money
laundering and terrorist financing (ML/TF), requiring not only advanced detection and risk
assessment tools, but also effective communication between financial institutions and supervisory
authorities. From Niklas Luhmann’s Systems Theory perspective, ML/TF prevention is an
autopoietic response of distinct functional systems (i.e., financial and legal) to external
disturbances that threaten their internal stability.

ML/TF consequences such as economic disruption, social instability, and political insecurity
are understood as system-specific perturbations, constructed through the unique communicative
codes of each system (e.g., legal/illegal, profitable/unprofitable). A critical yet often overlooked
factor in ML/TF prevention efforts is the quality of communication between financial institutions
and supervisory authorities. However, due to differing operational logics, miscommunication may
occur, leading to non-compliance or ineffective implementation of control mechanisms. To be
effective, these systems must operate within a communicative framework that ensures mutual
understanding.

Building on this foundation, theoretical perspectives, particularly those based in Systems
Theory, offer valuable insights into how financial institutions and supervisory authorities
communicate. ML/TF prevention depends on continuous dialogue between financial institutions
and supervisory authorities, as compliance is a dynamic, inter-systemic process maintained through
structural coupling.

The investigative problem of this paper is expressed through the question, how can
Luhmann’s Systems Theory explain the effectiveness of ML/TF prevention systems within the
context of an autonomous financial system. The objective is to present illustrative examples of
recent Anti-Money Laundering/ Countering the Financing of Terrorism (AML/CTF) regulatory
breaches, following a discussion about how these examples explain miscommunication between
financial institutions and legal system, resulting in non-compliance. Research object is AML/CTF
compliance, and methods used in the article are scientific literature review, systematic, comparative
analysis, and generalization.
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BASIC THEORETICAL AND PRACTICAL PROVISION

General Principles of the Theory. In social science, systems theory conceptualizes economy
and law as functionally differentiated systems. These systems are characterized by autonomy,
maintained through operational closure meaning that no single system can govern the others, and
are distinguished by their own internal binary coding (e.g., legal/illegal). One of the key concepts
of Luhmann’s theory is a biology-based self-reproduction process called autopoiesis. Autopoiesis
refers to the capacity of a system to produce and reproduce the elements necessary for its own
functioning, thereby sustaining the operational closure characteristic of each distinct system.
Luhmann constructs his theory through adapting this approach with the assumption that a similar
process also exist in social systems, and autopoietic systems interact with the environment by
processing self-reference in their internal operations. [Cankurtaran and Akgay, 2014; Valentinov,
2014; Gerim, 2017; Dong-hyu, 2025; Rybarova, 2025].

Luhmann explored how the institutions of law and economics are independent systems and
actually closed off from environment to some extent and their behaviour is governed by a set of
internal constructs known as communications that are unique to each system. Nothing external can
enter a system unless it is first translated into the system’s internal code. For example, in the context
of AML/CTF compliance, it is expressed that AML/CTF is a function system with the
communication code of compliance/not compliance. [Cankurtaran and Akg¢ay, 2014; Valeo and
Underwood, 2015; Gerim, 2017; Kaya, 2021; Rybarova, 2025|.

Communication as the Primary Element of the System. Luhmann emphasized the role of
communications which serve to establish a boundary around the particular institution and to make
sense of the environment. That is, each system engages in self-regulation, or self-reference, and is
continuously in the process of trying to make sense of its environment and maintain internal order
and consistency through a process of creating communications. Communications in each particular
system, be it law or economics, use a different code specific to that system. This difference between
codes makes each system unique and partially closed off to other institutional systems. [ Valeo and
Underwood, 2015]. Knowing the codes in the system is vital to understand the system itself and is
the key to understanding why a system behaves the way it does. When one system comes up against
another system, the codes of the system link these communications to each other that limit and
curtail communications from other systems with different codes from entering. [Brans, 1997;
Valentinov, 2014; Valeo and Underwood, 2015; Dionysios and Allen, 2016; Wagner, 2022].

Another key point drawn by Luhmann, is the statement that communicative operation
becomes a part of a social system only with understanding, otherwise, there is always possibility
of a communicative failure. In this respect, Luhman distinguishes three possible improbabilities
regarding communication: (1) information; (2) utterance; (3) understanding. Luhmann states that
communication is particularly determined through the last and the objective of communication is
not to establish consensus but to increase the probability of successful communication. [Johnson
and Leydesdorft, 2015; Gerim, 2017; Hakobyan, 2024].

Luhmann‘s Concept of Structural Coupling. Luhmann introduced structural coupling as a
central aspect of autopoiesis. Structural couplings do not dictate a system’s operation but instead
provide irritations (or stimuli) to it and activate the system’s resonance through the structural
coupling. The concept of structural coupling emphasises selectivity, i.e., the system channels (or
narrows down) the range of environmental influences while excluding others not directly pertinent
to the system’s operations as autopoietic systems cannot exist in an environment to which they are
not adapted [Valentinov, 2014; Germin, 2017; Valentinov and Pies, 2018; Dong-hyu, 2025].

Building on this foundation, the relationship between financial institutions and supervisory
authorities is characterised by structural coupling. While supervisory authorities establish the
conditions for financial institutions’ operations, they do not dictate the meaning that financial
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institutions extract from the regulatory outputs. Financial institutions maintain their autonomy to
determine what is relevant, relying on their interpretative frameworks. While this dependence
allows financial institutions to tailor their AML/CTF programmes to their specific business models
and ML/TF risk exposures it also brings vulnerabilities and risks of non-compliance. [Dong-hyu,
2025].

RESEARCH RESULTS AND THEIR EVALUATION

Structural Coupling in Practice. This paper employs a qualitative multiple case study
approach to explore the interaction between financial institutions and supervisory authorities in the
context of AML/CTF compliance. The method was chosen to align with the interpretive nature of
Luhmann’s Systems Theory, which emphasises communication processes, system autonomy, and
structural coupling. The empirical material consists of publicly available supervisory reports,
issued by supervisory authority, i.e. Bank of Lithuania, in recent years.

This section presents three cases of non-compliance with AML/CTF requirements identified
during on-site inspections. The cases reflect AML/CTF shortcomings, as well as reveals deeper
systemic misalignments that challenge the efficacy of regulatory communication within the
financial sector.

Case 1: financial institution delegated critical AML/CTF processes to its electronic money
distributors but failed to establish oversight mechanisms to ensure AML/CTF compliance.
Significant shortcomings were identified in risk assessments, internal audits, and due diligence
processes. The institution did not adequately examine the nature of its customer base, the risk
profile of distributors' business models, or the origins of customers funds, including those related
to crypto assets. Furthermore, transaction monitoring systems were inadequate, and human
resources allocated to AML/CTF compliance functions were insufficient. The institution also failed
to ensure that the purpose and intended nature of business relationships were adequately established
or documented by its intermediaries [ Bank of Lithuania, 2023].

Case 2: financial institution which operated entirely through intermediaries, failed to conduct
AML/CTF risk assessments, apply due diligence measures, or evaluate reputation or operational
capabilities of intermediaries. The institution did not implement control mechanisms to oversee
how these intermediaries implemented AML/CTF measures, nor did it ensure compliance with
legal obligations such as staff training, internal audits, or customer identity verification.
Information systems lacked the functionality to track end-user data and transaction volumes. The
institution also failed to conduct effective real-time and retrospective transaction monitoring, did
not consistently report suspicious transactions to authorities. Sanctions compliance processes were
inadequate or entirely absent [Bank of Lithuania, 2023].

Case 3: financial institution failed to identify customers, beneficial owners, or
representatives in accordance with legal requirements. In some instances, the institution allowed
for the creation of anonymous virtual accounts, thus facilitating potentially illicit financial activity.
The monitoring of transactions was either non-existent or ineffective, with no mechanisms to
ensure that customer behaviour aligned with declared business models or risk profiles. Suspicious
activity was not adequately reported to the supervisory authorities, and the institution’s systems for
detecting terrorism financing or applying international financial sanctions were non-functional
[Bank of Lithuania, 2023].

In the cases presented above, AML/CTF regulations though formally implemented were
functionally decoupled from actual institutional behavior. This reflects what Luhmann would
describe as structural coupling failure, i.e., the legal system attempted to influence the financial
institutions, but the operational systems of those institutions did not adequately respond within the
legal communication code. Delegation of critical AML/CTF functions without accountability,
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absence of real-time monitoring, and non-existent internal compliance controls illustrate that legal
norms alone were insufficient to steer organizational behavior, particularly when institutions
operated according to different functional codes (e.g., efficiency, cost reduction, technological
scalability).

Furthermore, the volume and complexity of AML/CTF compliance measures in these
institutions may have exceeded their internal capacity to process such complexity — a situation
Luhmann describes as hypercomplexity. In such conditions, legal requirements become mere
formalities rather than operational imperatives, leading to compliance as symbolic rather than
functional communication.

CONCLUSION

From the perspective of Niklas Luhmann’s Systems Theory, these cases highlight the failures
in communication between the legal system, understood as a normative communicative framework
(i.e., a system of communication structured by legal norms and rules) and the operational logic
governing financial institutions. Luhmann conceptualized law as an autopoietic social system that
processes societal complexity through a binary code legal/illegal, thus structuring and guiding the
system’s communication according to normative rules.

The case studies support Luhmann’s argument that law functions through normative
expectations rather than direct causality, and its effectiveness relies on the successful integration
(or coupling) with other systems. Where such integration is weak or absent, legal communication
loses its systemic resonance, resulting in persistent non-compliance and heightened systemic risk.
Therefore, the challenge lies in developing communication interfaces that can translate legal norms
into operationally meaningful procedures for organizations incorporated in distinct functional
systems.
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ABSTRACT

The integration of artificial intelligence (Al) into corporate operations is transforming organizational structures,
workflows, and profitability. Understanding this relationship is essential for assessing the economic value of Al
technologies and the strategic implications of workforce restructuring. Video-technology companies—whose
workflows producing on editing, tagging, quality control, and customer support—represent an especially context for
Al-driven optimization.This study investigates the relationship between Al adoption, workforce reduction, and net
profit in firms operating in technology-intensive sectors. This paper examines two core strategies for Al integration
within business (1) acquisition of Al-focused companies to internalize technological capabilities and (2) incremental
implementation of external Al tools. Using theoretical frameworks of technological adoption, digital transformation,
and automation economics, the paper evaluates how each strategy affects cost structures, labor realignment, innovation
potential, and long-term profitability. Findings indicate that Al adoption can substantially increase net profit by
reducing labor expenses, improving process efficiency. However, the financial gains depend on strategic
implementation, including workforce reallocation, process redesign, and change-management practices. Firms that
align Al deployment with human resource strategy achieve the highest profitability while maintaining organizational
adaptability. The study contributes to understanding the economic and organizational dynamics of Al adoption and
provides practical guidance for managers seeking to optimize returns from technological investment.

Keywords: Artificial intelligence (Al) adoption, Cost optimization, Labor cost reduction, Workforce
automation

INTRODUCTION

Artificial intelligence (Al) has emerged as a transformative technology across global
industries. From predictive analytics to autonomous process automation, Al is reduce the roles of
human labor, organizational workflows, and financial performance. Firms adopting Al
technologies often aim to reduce operational costs, improve quality, and increase scalability, yet
the mechanisms through which Al adoption translates into net profit remain underexplored.
Workforce reduction is a common consequence of Al integration, as automated systems replace
repetitive or knowledge-intensive tasks previously performed by humans. While labor
displacement can reduce costs, it also introduces organizational challenges, including employee
retraining, role redesign, and potential resistance to change. Understanding the interplay between
Al implementation, workforce dynamics, and profitability is critical for firms seeking to maximize
the value of technological investment.

Company operates at the intersection of media technology, enterprise communication, and
digital education, offering video management, streaming, analytics, and interactive video solutions.
As video consumption rises and customer expectations grow, the company faces increasing
pressure to deliver scalable, efficient, and cost-effective services. Artificial intelligence has
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emerged as a transformative technology capable of automating many labor-intensive processes
inherent to video production and distribution.

However, the adoption of Al raises complex questions about the impact on Company’s
workforce and net profit. While Al may reduce operational costs through automation, it may also
require significant upfront investment, organizational change, and long-term technological
maintenance. This paper explores how Al and workforce reduction dynamics interplay to influence
Company’s profitability and how the company can navigate this transition strategically.

The Role of Al in business Existing Workflows

Company’s ecosystem involves large volumes of video that must be ingested, transcoded,
captioned, indexed, distributed, and analyzed. Many of these tasks are traditionally performed by
human workers, often supported by external service providers Across all sectors, maintaining
efficiency, reliability, and high-quality experience is critical—and this is where Al can bring
transformative benefits. With Al, features such as automated transcription, real-time translation,
intelligent video indexing, and predictive quality control can be handled by machines with far
greater speed and consistency. This reduces operational costs significantly.

However, integrating Al into Company’s operations also introduces short-term challenges.
First, the initial investment in Al infrastructure, whether through purchasing technology, acquiring
an Al-focused company, or integrating third-party tools—can be costly. These expenses may
temporarily reduce profits before long-term gains are realized. Second, workforce reduction or role
changes create internal and ethical complexities. Employees whose roles become automated may
face displacement. This can lead to lower morale, resistance to technological change, and potential
reputational concerns if not managed responsibly. Company must therefore balance the efficiency
benefits of automation with thoughtful talent management strategies, such as retraining programs
or transitioning staff into new, more specialized positions.

Workforce dynamics are central to understanding the broader impact of AI on Company’s
profitability. While Al reduces the need for certain types of labor—particularly repetitive or routine
tasks, it increases the need for higher-skill labor in areas such as data science, Al system
maintenance, product innovation, and advanced analytics. Fewer employees may be required in
traditional operational roles, but more may be needed in specialized technical positions. The
financial impact of this shift tends to be positive: Al reduces low-skill labor costs while allowing
the company to invest in fewer, but higher-value, roles that drive innovation and competitive
advantage. This dynamic aligns with trends across the broader technology sector, where automation
frees up human workers for strategic, creative, and supervisory tasks.

Strategy One: Acquiring an Al Company

The first potential strategy for company is to acquire an Al company with expertise in video
analysis, natural language processing, generative media, or real-time monitoring. While such an
acquisition requires significant capital investment, it provides the company with immediate access
to proprietary models and experienced Al engineers. Owning the technology allows Company to
integrate Al deeply into its core Video Platform and Virtual Events Suite, offering intelligent
features that materially differentiate its products from competitors. For instance, Company could
deliver advanced lecture summarization tools for universities, smart editing and clipping features
for media organizations, or predictive analytics that help enterprises optimize engagement in live
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events. Over time, this level of integration can lead to substantial cost reductions because the
company no longer needs to license expensive Al services externally. More importantly, it
strengthens long-term competitiveness by giving Company complete control over innovation and
customization.

Strategy Two: Incremental Integration of External Al Tools

The second strategy, incremental integration of external Al solutions, is more financially
conservative and easier to implement in a short time. Using third-party APIs for speech-to-text,
translation, video insights, or content recommendations allows the company to introduce new
features quickly without expanding its engineering workforce or restructuring its business. This
approach fits well with company’s modular, cloud-based architecture, allowing Al functionality to
be added layer by layer. Universities, for example, could immediately benefit from improved
automatic captions, while corporate clients could gain enhanced analytics without major platform
changes. The drawback, however, is that long-term costs may grow, as video usage scales, and
external vendors may not meet the highly specialized needs of company’s diverse customer base.
Reliance on external providers also limits differentiation, as competing platforms can easily adopt
the same Al services.

Impact on Labor Costs and Profitability

In terms of labor optimization, both approaches provide clear benefits. Al-powered
automation reduces repetitive work across several departments: transcription teams, support teams,
content management specialists, and live event technicians. Under an acquisition model, these
reductions occur more quickly because Al capabilities become part of the platform’s core
infrastructure. With incremental integration, the changes are slower and more distributed over time.
These forms of automation translate into a measurable reduction in operating expenses. As Al takes
over manual and routine tasks, the number of hours required for production support, video
processing, and customer service decreases. Even if Company maintains some human oversight,
the scale and speed of Al tools allow the company to operate with smaller teams or reassign
employees to higher-value roles. The reduction in contracted labor—particularly for captioning
and technical monitoring—can produce some of the most significant cost savings, since these
services represent recurring, volume-based expenses.

Beyond reducing direct labor costs, Al enhances profitability through improved efficiency
and product performance. Al systems minimize human error, reduce delays, and increase the
consistency of output, which lowers the expensive “redo” and troubleshooting workflows that often
burden support staff. Faster, smoother operations lead to a better customer experience, higher
satisfaction rates, and lower churn. Because Company is a subscription-based provider, retaining
clients can have a powerful cumulative effect on net profit.

A Hybrid Strategy for Sustainable Growth

Financially, both strategies contribute to higher profitability, though on different timelines.
Acquisition offers higher long-term gains through ownership of proprietary technology and
advanced product capabilities that can command premium pricing. External integration provides
immediate improvements with minimal financial risk, allowing Company to validate Al-driven
enhancements before making larger commitments. For a company that serves thousands of
institutions and enterprises, a hybrid strategy may provide the most effective balance: deploy
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external Al tools first to capture quick wins and assess demand, then transition toward acquisition
once the strategic direction is clear and the benefits are measurable.

Comparative Analysis

Factor Acquisition Incremental Integration

Upfront Cost High Low

Long-Term Cost Efficiency High Medium

Customization High Limited

Time to Differentiation Fast Slow

Vendor Dependency None High

Labor Automation Speed Fast Gradual

Risk Level Medium Low

Strategic Advantage Strong Moderate
CONCLUSION

Al presents a transformative opportunity for company to enhance its video platform, reduce
operational costs, and improve customer experiences. Both primary strategies—acquisition and
incremental integration—offer compelling advantages. Acquisition provides deep technological
ownership and long-term strategic differentiation, while incremental integration minimizes risk
and enables rapid deployment. However, a hybrid approach delivers the best of both worlds. By
first adopting external Al tools and later acquiring an Al-focused company, the company can
achieve immediate efficiency improvements while building a sustainable competitive advantage.
Ultimately, Al adoption will allow Company to strengthen its market position, optimize its
workforce, and increase profitability in an increasingly Al-driven digital landscape.
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ANOTACIJA

Gramatvediba ir Joti nozimiga ekonomikas apaksnozare, kuras galvenais uzdevums ir uzskaitit saimnieciskos
lidzeklus un to rasanas avotus, ka arT to izmainas saimnieciskas darbibas ietvaros. Komercsabiedribu darbiba nevar biit
bez pilnvértigas gramatvedibas uzskaites kartosanas. Kops§ 2022. gada 1. janvara Latvija stajas speka Gramatvedibas
likums. Gramatvedibas likuma parejas noteikumos bija paredzéts, ka arpakalpojuma gramatvezi ir tiesigi turpinat
gramatvedibas pakalpojumu snieg$anu bez licences ne ilgak ka lidz 2023. gada 1. jiillijam. Arpakalpojumu gramatvezu
darbibas licencé$anu veic Valsts ien€mumi dienests un vienlaikus ir izveidots arpakalpojuma gramatvezu Publiskais
registrs. VID dati liecina, ka arpakalpojumu gramatvedibas pakalpojumus sniedz aptuveni 7200 personu. Analizgjot
un apkopojot informaciju no dazadiem avotiem par uzne€mumiem, kas sniedz gramatvedibas arpakalpojumus, var
izdart secinajumus par licenc€Sanas nepiecieSamibu, un tiem, kas sniedz arpakalpojumus, pastavigi jauzlabo savas
zinasanas, prasmes, jaseko lidzi izmainam likumdoSanas sféra. Par darbibu bez licences gramatvedim ir noteiktas soda
sankcijas. Licenci izsniedz uz 5 gadiem, uzraugot ar1 tas pagarinaSanu, apturéSanu vai anuléSanu. LicencgSana sniedz
lielakas garantijas uznémgjiem kvalitativu gramatvedibas pakalpojumu sanemsanai un iesp&ju pérbaudot gramatveza
kompetenci publiskajos registros.

Atslégvardi: gramatvedibas arpakalpojumi, gramatvezu kvalifikacija, licenc€Sana
ABSTRACT

Accounting is a very important sub-discipline of economics, whose main task is to account for economic
resources and their sources, as well as for their changes within an economic activity. The activity of commercial
companies cannot be complete without keeping proper accounting records. The transitional provisions of the
Accounting Law provided that outsourced accountants were entitled to continue providing accounting services without
a licence until 1 July 2023 at the latest. The licensing of outsourced accountants is carried out by the State Revenue
Service and a Public Register of Outsourced Accountants has been established at the same time. According to the SRS,
there are approximately 7200 persons providing outsourced accounting services. Analysing and compiling information
from various sources on companies providing outsourced accounting services, one can draw conclusions on the need
for licensing, and those providing outsourced services should constantly improve their knowledge, skills and keep
abreast of changes in the legislative sphere. There are penalties for an accountant acting without a licence. The licence
is issued for a period of 5 years, with supervision of its renewal, suspension or revocation. Licensing provides greater
guarantees for entrepreneurs to receive qualitative accounting services and the possibility to verify an accountant's
competence in the public registers.

Keywords: accounting outsourcing, qualification of accountants, licensing
IEVADS. INTRODUCTION

Gramatvediba ir loti nozimiga ekonomikas apaks$nozare, kuras galvenais uzdevums ir
uzskaitit saimnieciskos lidzeklus un to raSanas avotus, ka ar to izmainas saimnieciskas darbibas
ietvaros. Visu komercsabiedribu darbiba nevar but bez pilnvertigas gramatvedibas uzskaites
kartosanas.

Kops§ 2022. gada 1. janvara Latvija stajas speka Gramatvedibas likums. Gramatvedibas
likuma parejas noteikumos bija paredzets, ka arpakalpojuma gramatvezi ir tiesigi turpinat
gramatvedibas pakalpojumu sniegSanu bez licences ne ilgak ka lidz 2023. gada 1. julijam, savukart
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par arpakalpojumu gramatvedi bez atbilstosas profesionalas kvalifikacijas vares stradat lidz 2025.
gada 1. julijam. Parejas periods tika ieviests, lai gramatvedibas arpakalpojuma sniedzgji bez steigas
un kaitgjuma savam biznesam varétu apgit nepiecieSamas zinaSanas un ieglit vajadzigo
apliecinajumu [7]. P& 2023. gada 1. julija tie arpakalpojuma gramatvezi, kuri nesanéma licenci,
vairs nevar sniegt pakalpojumus. Arpakalpojuma gramatveZza funkcijas var veikt specialisti, kuriem
ir pirma Itmena profesionalo augstaka izglitiba (koledzas izglitiba) vai arT akadémiska augstaka
izglitiba (vismaz bakalaura gradu) gramatvedibas, ekonomikas, vadibas vai finansu joma un tam ir
vismaz triju gadu pieredze gramatvedibas joma (pieredzes prasiba attiecas tikai uz atbildigo
arpakalpojuma gramatvedi).

Arpakalpojumu gramatvezu darbibas licencé$anu veic Valsts ienémumi dienests (VID).
Gandriz puse no VID uzraudziba esosajiem Noziedzigi iegiitu Iidzeklu legalizacijas, terorisma un
proliferacijas finanséSanas noveérSanas likuma subjektiem ir arpakalpojuma gramatvezi.

Lai gramatvedibas arpakalpojumu némeéjs varétu parliecinaties par pakalpojumu sniedzgja
tiesibam sniegt arpakalpojumu gramatvedibu, tiks nodroSinata iesp&ja normativajos aktos noteikta
timeklvietn€ pieklit VID uzturétajam arpakalpojumu gramatvezu registram.

SVARIGAKAS ATZINAS TEORIJA UN PRAKSE. BASIC THEORETICAL AND
PRACTICAL PROVISION

Misdienu gramatvediba ir profesionalas darbibas nozare uznémeéjdarbiba ar vairakam
darbibas jomam: algots gramatvedis, sabiedriskaja prakse stradajoss gramatvedis, izglitibas joma
stradajoSie, zverinati revidenti, arpakalpojuma gramatvezi.

Kas tad ir gramatvediba? Sim jédzienam ir vairakas definicijas:

1 — Gramatvediba ir process, kas nosaka, méra un dara zinamu finansialo informaciju, lai
dotu iesp&ju §1s informacijas lietotajiem pienemt [émumus un spriedumus [13].

2 — Gramatvediba ir uznémuma nepartrauktas savstarpg€ji saistitas saimnieciskas darbibas
atspoguloSanas sistema, kas pamatojas uz dokumentiem ar dazadiem meritajiem [6].

3 — Gramatvediba ir tautsaimniecibas uzskaites veids.

4 — Gramatvediba ir maksla un process, kas hronologiski un sistematiski registré naudas
vienibas un analiz€ uznémuma darTjumus un notikumus, kuri vismaz dal€ji ir finansiala rakstura,
ka arT tos apkopo, sastada parskatus un skaidro min€to darfjjumu rezultatus.

5 — Gramatvedibas uzskaites dati sniedz pagatnes darbibas atspogulojumu, kas nepiecieSams
pasreizejas situacijas izpratnei un kalpo nakotnes saimniecisko situaciju salidzinasanai [6].

Gramatvedibas galvenie uzdevumi ir:

* paredz€t un kontrolét uzn€muma ienémumus un izdevumus attiecigaja laika perioda,
rezultata nosakot pelnu vai zaudéjumus;

* nodro$inat uznémuma vadibu ar informaciju saimnieciska rakstura lemumu pienemsanai;

* nodrosinat kontroli par uzn€émuma materialo, darbaspéka un finanSu resursu izmanto$anu
un IpaSuma saglabasanu;

* nodroSinat finanSu parskatu lietotajus (iegulditajus, akcionarus, piegadatajus, pirc€jus,
kreditorus, bankas, valsts institlicijas un citus lietotajus) ar patiesu un pilnigu informaciju par
uzn@muma saistibam, saimnieciskas darbibas rezultatiem un finansu stavokli;

* nodro8inat pareizu nodoklu aprékinasanu;

* nodrosinat valsts likumu, normativo aktu un ligumu ievéroSanu un izpildiSanu [6].

Gramatvediba ir riskantakais un visdargakais segments jebkura kompanija. Ir gadijumi, kad,
treSas puses specialista ar nevainojamu profesionala reputaciju, gramatvedibas konsultacijas ir
nepiecieSamas neparvaramas varas apstaklu dél: pasu gramatvedis peks$ni uzrakstija atligumu vai
rikojas nekorekti, nodoklu dienesti pieméroja soda sankcijas, atklajas gramatvedibas personala
launpratibas. Samazinat $adu risku skaitu uzn€mumam, var noslégt ligumu ar gramatvedibas firmu,
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kas piedava kompleksu pieeju nodoklu, juridiskajiem un IT aspektiem, sniedz uznémigu specialistu

pakalpojumus, kuri orient€jas taja vai cita biznesa joma.

Gramatvedibas autsorsings, jeb citiem vardiem, liguma noslégsana ar gramatvedibas biroju,
kura strada eksperti-praktiki ar iestradatam iesp&jam, daudzos gadijumos samazina izmaksas, jo
finansu lietu nodosana arpakalpojumam atver piekluvi inovativam tehnologijam, kuru izmantoSana
daudzam kompanijam ir par dargu.

Kas ir gramatvedibas arpakalpojumi? Nemot véra likumu, var secinat, ka gramatvedibas
arpakalpojumi ir pakalpojumi, kurus pamatojoties uz rakstveida Iigumu (iznemot darba ligumu)
sniedz persona, kura atbilst noteiktam prasibam.

Arpakalpojums tas ir uz Iiguma balstita uzneémuma konkrétas funkcijas nodosana citam
uzn@émumam, kas specializ€jas vélamaja joma [15]. Sabiedribai, kurai ir nepiecieSami
gramatvedibas pakalpojumi, slédz uzpémuma ligumu ar citu sabiedribu — gramatvedibas
pakalpojumu sniedz&ju. Liguma paredz abu pusu tiesibas, pienakumus, dokumentu apriti, samaksu
par pakalpojumiem, vietu, kur tiek glabati dokumenti un citus jautajumus. Faktiski ta ir sadarbiba
starp diviem uzpémumiem.

Atskiriba, no gramatveza — uznémuma darbinieka, kur§ darba pienakumus parasti veiktu,
atrodoties uznémuma telpas, arpakalpojumu gramatvedis darbu pamata veiks arpus uznémuma
telpam.

Gramatvedibas arpakalpojumu veidi:

1. Gramatvedibas arpakalpojumi pilna apméra. Sada gadijuma nav nepiecieSams gramatvedis -
darbinieks, jo arpakalpojumu sniedz€js veic visus ar gramatvedibu saistitos darbus.

2. Arpakalpojumi daléja apmera. Pieméram, arpakalpojumu sniedz&js aprékina algas, apkopo
iegramatotos datus, lai sagatavotu parskatus, deklaracijas, iesniedz un sagatavo deklaracijas.
Pieméram, vairumtirdzniecibas uznémuma darbinieks izraksta pavadzimes. Dati par
pavadzimém tiek uzkrati gramatvedibas vai cita programma. Arpakalpojumu gramatvedis
periodiski sanem datus, apstrada tos, sagatavo un iesniedz nepiecieSamos parskatus.

3.  Gramatvedibas konsultacijas. Neregulari, rodoties jautajumiem, tiek sanemtas konsultacijas.
Sads pakalpojumu veids nav tik izplatits. Var izmantot, ja rodas nepiecie$amiba salidzinosi
atri sane
Attalinatos gramatvedibas pakalpojumus aizvien plasak izmanto gan maza, gan vid€ja, gan

art liela biznesa parstavji.

2020.gada novembr raksta ,,Arpakalpojumi — misdieniga kontu parvaldibas tendence”
(Outsourcing — The Modern Trend of Accounts Management) autori pictickami detalizéti apraksta,
kas ir arpakalpojumi un ka tas radas, ka tas darbojas un kapec uzneémumi to izvélas, apraksta
gramatvedibas pakalpojumu arpakalpojumus, prieksrocibas un ieguvumus, un kam japievers
uzmaniba, izveloties Sos pakalpojumus [4]. ArT raksta autori apluko arpakalpojumu tirgu Indija,
cilveékresursu pieejamibu un attistibas perspektivas.

Raksta autori norada, ka arpakalpojumi pirmo reizi tika atziti par biznesa stratégiju 1989.
gada un kluva par neatnemamu sastavdalu uznémeéjdarbibas ekonomika 1990. gados. Daudzas
valstTs pastav nopietnas domstarpibas par arpakalpojumu izmantosanu. Tie, kas iebilst, apgalvo, ka
tas ir radijis zaud€jumus viet€jas darbavietas. Atbalstitaji saka, ka tas rada stimulu uznémumiem
pieskirt resursus tur, kur tie ir visefektivakie, un tas arpakalpojumi palidz saglabat briva tirgus
ekonomikas biitibu globala méroga.

Raksta nosléguma apliikotas pasreiz€jas un nakotnes tendences, kas ietekmés arpakalpojumu
tirgu.

Raksta ar nosaukumu ,,Gramatvedibas procesa raksturlielumu ietekme uz gramatvedibas
arpakalpojumiem — makondatoSanas gramatvedibas informacijas sisteému lietotaju un nelietotaju
salidzinajums” (Impact of accounting process characteristics on accounting outsourcing -
Comparison of users and non-users of cloud-based accounting information systems) autori
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salidzina gramatvedibas procesa ietekmi attieciba uz l€mumiem par arpakalpojumu izmantoSanu
tradicionalas un makondatosanas gramatvedibas lietotajiem [1]. Koncentrgjoties uz gramatvedibas
procesu arpakalpojumu izmantoSanu starp mazajiem un vidéjiem uznémumiem, autori p&ta piecu
biznesa procesu raksturlieclumu ietekmi (biezums, cilvéka aktivu specifika, nenoteiktiba,
informacijas intensitate un nepiecieSamiba p&c klienta kontaktpersona) par lémumu par
arpakalpojumu izmantoSanu.

Autoru mérkis bija izp@tit atSkiribas starp makona lietotajiem un lietotajiem, kas nav makona
pakalpojumi, vini mekl€ja procesa raksturlielumus, kas atbilstu makondatosanas siat€émas
ipasibam. Seit autori izskatija tadas problémas ka mérogojamiba (biezums), informacijas
intensitate un sasniedzamiba (sazina ar klientu). P&tjjumi ir paradijusi, ka makondatosanas sist€émas
var nodroSinat uznémumiem vairakas priekSrocibas salidzinajuma ar tradicionalakajam
informacijas sistemam, tostarp vieglu piekluvi uz pieejamam informacijas sistemam, kuram ir
uzlabotas datu apstrades iesp&jas, uzlabotas pieejamiba un reallaika sadarbibas funkcijas. STraksta
peédejas sadalas autori sniedz interpretacijas pétjjumu rezultatiem un paplaSina diskusiju par
procesa Ipasibam un makondatoSanas sist€mas loma gramatvedibas arpakalpojumos.

Jebkuram pakalpojumam, tostarp arpakalpojumiem, ir savi riski. Par to uzrakstits raksta
,,Arpakalpojumu riski un ieguvumi” (The risks and benefits of outsourcing) [2].

Kad uzpémums velas koncentrét savus resursus uz fundamentaliem iesp€jas, vini pienem
lémumu izmantot arpakalpojumus daziem saviem pakalpojumiem, kas nav 1paSi izdevigi.
Organizacijas, kas izvéloties izmantot arpakalpojumus, loti sapratigi jaapsver ieguvumi un riski.
Biezi arpakalpojumu piemeri darbibas sastav no: pardoSanas un marketinga pakalpojumiem, IT
pakalpojumi, cilvékresursu pakalpojumi, piegade, logistika un izplatiSanas pakalpojumi, finanses
un gramatvediba pakalpojumiem un iepirkumu pakalpojumiem. Arpakalpojumu darbiba ir kluvusi
par vienu no visplasakas un ienesigakas jomas pasaulg.

Riski ir janem véra ikvienam uznémums, kas nolemj dalu no ta izmantot arpakalpojumu
sniedzejiem jo neveiksme var bit loti kaitiga. Arpakalpojumu priekSrocibas: uznémums var
koncentréties uz savu galveno darbibu, kas nodroSina vislielako pelnu, piekluvi kvalificeétiem
resursiem, zemakas izmaksas, atraki un labaki pakalpojumi ar iesp&ju izveleties pakalpojumu
sniedz&ju. Arpakalpojumu trikumi: vadibas kontroles zaudeSana, draudi uznémuma dro$ibai un
konfidencialitatei, iesp€jamais faktisko izmaksu pieaugums. No visiem Siem trukumiem var
izvairities sadarboties ar pareizo pakalpojumu sniedz€ju. Pirms arpakalpojumu izmantoSanu,
uznémumiem ir janem vera savas intereses, klientu un darbinieku intereses, un tikai péc tam
pienemt apzinatu [émumu [2].

Arpakalpojumi Latvija saka attistities 90. gados péc neatkaribas atjauno$anas. Tam veltits
raksts ,,Gramatvedibas arpakalpojumi Latvija: problémas un risinajumi” (ACCOUNTING
OUTSOURCING SERVICES IN LATVIA: PROBLEMS AND POSSIBLE SOLUTIONS) [5].
Raksta autori veic petijumus par gramatvedibas pakalpojumu attistibu Latvija veésturiska konteksta,
veic gramatvedibas pakalpojumu tirgus analizi, izp€ta gramatvedibas pakalpojumu kvalitati
ietekméjoSos faktorus un izstrada iesp&jamos risindjumus So pakalpojumu kvalitates uzlaboSanai.

P&tijumu rezultati liecina, ka viens no svarigakajiem kritérijiem, izv€loties arpakalpojumu
sniedzgjs, ir pakalpojuma kvalitate, izdeviga cena, kompetence un iesp€ja optimizet izmaksas. Lai
izverteétu gramatvedibas pakalpojumu attistibas iesp€jas, autori ir pétijusi kadus arpakalpojumus
uznémgeji izmanto Latvija, kadas problémas pastav gramatvedibas pakalpojumu tirgd.

Saskana ar miisdienu skatijumu jédzienam “profesionals gramatvedis” ir ievérojami plaSaka
nozime neka tai bija profesijas sakotngja attistibas posma. Sodien profesionals gramatvedis ir
specialists, kur§ ir stud€jis ekonomiku un gramatvedibu augstskolas izglitibas iestade un,
pilnveidojot savas profesionalas zinasanas, ir specializgjies audita, gramatvediba vai nodoklos.
Petfjumi liecina, ka Iidz Sim Latvija ir bijis par maz pievérsta uzmaniba gramatveza profesijas
nozimei un gramatveza kvalifikacijai. Viena no problémam ir fakts, ka pastav nepilnigs reguléjums
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attieciba uz gramatveza profesionala darbiba Latvija. Latvijas Republikas likums “Par
gramatvedibu” paredz tikai to, ka par gramatvedibu atbild uzn€muma vaditajs. Savukart,
noteikumus par gramatvedibu un tas organizéSanu pienem Ministru kabinets, un attieciba uz
gramatvedibas uzskaites veicgju kvalifikaciju ir noteikta tikai viena prasiba — profesionalos
pienakumus pilda kvalificeti darbinieki.

Latvija gramatvedibas pakalpojumu tirgus, salidzinot ar citam Eiropas valstim, nav reguléts,
nav izstradati gramatvezu profesionalas kvalifikacijas atziSanas kriteriji. Atlaujot nodroSinat
neprofesionalu pakalpojumi gramatvedibas joma, Latvija ka valsts zaud€ iesp€ju piesaistit
nepiecieSamo arvalstu investorus, valsts budzets zaud€ iesp&jamos nodoklu ien€mumus. Viens no
problému risinajumiem varétu bit normativa reguléjuma izstrade par gramatvedibas joma
nodarbinato personu profesionalas kvalifikacijas atziSanas krit€rijiem, nemot véra starptautisko
pieredzi un Latvijas Gramatvezu asociacijas izstradato koncepciju.

Gramatvedibas pakalpojumu arpakalpojumu attistibai Latvija ir tie pasi posmi un problémas
ka kaiminvalsti Lietuva. Gramatvedibas arpakalpojumiem Latvija un Lietuva nav bagatigas
pieredzes, jo pirmie uznémumi gramatvedibas pakalpojumus saka sniegt péc abu valstu neatkaribas
atgiSanas, un tas ir 1990.gada. Tomér 30 gadu laika uznémumi ir ieguvusi labu reputaciju un
klientus gan sava valsti, gan arzemes, nacionalie uznémumi ir kluvusi starptautiski, starptautiski
uznémumi ir paplaSindjusi savu darbibu. Raksta ,Gramatvedibas arpakalpojumi Latvija un
Lietuva” (CHALLENGES OF OUTSOURCING ACCOUNTING IN LATVIA AND
LITHUANIA) veikts gramatvedibas pakalpojumu arpakalpojumu problému izveért&jums Latvija un
Lietuva [3].

Pétijuma tika izmantota aptauja, induktivas un deduktivas metodes, sistematizacijas,
salidzinaSanas un informacijas apkopoSanas metodes. P&tfjuma objekts ir uznémumi, kas sniedz
gramatvedibas arpakalpojumus Latvijas Republika un Lietuvas Republika. Pamatojoties uz
pétijuma rezultatiem, autori nonaca pie $adiem secinajumiem: lielakas problémas arpakalpojumu
uznémumiem ir saistitas ar jauniem noteikumiem un standartiem, un ar tehnologiju attistibu. Abas
valstts ir lidzigi uzskati par probléemam, ar kuram saskaras gramatvedibas arpakalpojumu
uznémumi, tomer Lietuvas respondenti rundja par nopietnakam problémam, piemeram, jaunu
klientu piesaisti. Latvijas respondenti uzsvéra jauno noteikumu un standartu ievéroSanas griitibas.
Respondentiem abas valstis ir diezgan lidzigi uzskati par socialas sferas iezimém. PE&tljuma
rezultati liecina, ka Latvija ir augstaks gramatvedibas arpakalpojumu uznémumu darbinieku
vecuma ltmenis. Tacu Lietuvas uznémumos bruto alga ir lielaka. Lielaka dala darbinieku strada
nepilnu darba laiku abas valstis. Turpmakus p&tijumus var veikt laika perspektiva.

VID dati liecina, ka 2021.gada arpakalpojumu gramatvedibas pakalpojumus sniedz aptuveni
7200 personu, un licla dala no tam strada, neregistréjot savu darbibu. Ir arf uznémumi, kuriem ir
pietickami liels apgozijums, bet nav gramatvedibas specialista vai tas netiek algots arpakalpojuma.
Lidz ar to potencialais nedeklartais gramatvedibas pakalpojumu tirgus tiek novertéts 22,10
miljonu eiro apmera [14].

Latvija kop$s 1994. gada pastav Latvijas Republikas Gramatvezu asociacija (LRGA) [11].
LRGA ir vairaku nozimigu starptautisko institliciju biedrs: Eiropas gramatvezu asociacija (EAA),
Starptautiska gramatvezu zinatnes un izglitibas darbinieku asociacija (IAAER) un Eiropas
modernas vadibas institits (EIASM), Starptautiskas gramatvezu federacijas (International
Federation of Accountants, IFAC) un citi.

LRGA saka brivpratigi sertificét gramatvezus 2000.gada. Sertifikacijas programmu izstrade
bija iesaistiti gan Latvijas valsts akreditéto augstakas izglitibas iestazu macibspeki, gan
Starptautiskas gramatvezu un skolotaju asociacijas konsultanti. Sertifikacijas programmas tiek
izstradatas saskana ar gramatveZu profesionalas kvalifikacijas kriterijiem, kas pienemti Apvienoto
Naciju Organizacijas Zenévas starptautiskaja konferencé 1999. gada, ka ari IAESB starptautiskiem
izglitibas standartiem un IFAC noteikumiem, principiem un starptautiskiem atziSanas kriterijiem.
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Lidz Sodienai profesionalas zinasanas pilnveidojusi un sekmigi nokartojusi kvalifikacijas
eksamenus ap 700 gramatvezi, iegiistot profesionala gramatveza sertifikatu. Sertifikata darbibas
termin$ ir 5 gadi, lai to pagarinatu, sertificétam gramatvedim nepiecieSams uzturét profesionalo
kvalifikacijas Itmeni sertifikata darbibas laika, atbilstosi LRGA resertifikacijas nolikumam [11].

Sakot ar 2021. gada 1. jiliju, VID izsniedz licences arpakalpojumu gramatveziem, un
vienlaikus ir izveidots arpakalpojuma gramatvezu Publiskais registrs [9]. Sada kartiba palidzes
pakalpojuma némgjiem identificét kvalificétus pakalpojuma sniedzgjus. Lidz §im, izveloties
arpakalpojumu gramatvedi, nebija pieejams valstiski atzits mehanisms, kas palidz&tu noskaidrot,
kurs no pakalpojumu sniedz€jiem ir kompetents un uzticams.

Un kops 2023. gada 1. julija arpakalpojuma gramatvedibas pakalpojumus Latvija drikst
sniegt tikai licencé€ti gramatvezi. To nosaka Gramatvedibas likums [7]. Lidz §im VID ir izsniedzis
vairak neka 2800 licencu gramatvedibas arpakalpojuma sniedzgjiem.

Arpakalpojuma gramatvezu licencésana ir valstiski atzits mehanisms, kas pilidz noskaidrot,
kurs no pakalpojumu sniedzgjiem ir kompetents un uzticams.

Tiem arpakalpojuma gramatveZiem, kas ir sakartojiSi dokumentus, iesniegums licences
sanemSanai jaaizpilda VID elektroniskas deklaréSanas sisttema (EDS). Iesnieguma norada:
komersanti — uznémuma nosaukums un registracijas numurs, atbildiga arpakalpijuma gramatveza
vardu, uzvardu un personas kodu; paSnodarbinata persona — vardu, uzvardu, personas kodu un
nodoklu maksataja registracijas numuru. Iesniegumam pievieno $adus dokumentus: civiltiesiskas
atbildibas apdroSinasanas polises kopiju, atbilsto§i normativajiem aktiem noziedzigi iegiitu
lidzeklu legalizacijas un terorisma un proliferacijas finanséSanas noveérSanas joma izveidoto
iekS€jas kontroles sist€ému, profesionalo kvalifikaciju apliecinoSo dokumentu kopijas un
apliecinajumu par profesionalo pieredzi [8]. Par arpakalpojuma gramatveza licences izsniegSanu
vai parregistraviju maksajama valsts nodeva 100 euro apméra. Licence vai [émums par atteikumu
izsniegt licenci tiek nosatits elektroniski VID elektroniskas deklaré$anas sistéma. Licenci izsniedz
uz 5 gadiem, uzraugot ar1 tas pagarinaSanu, apturéSanu vai anuléSanu.

Prasibas licences sanemsSanai nav grti izpildit. Bet maziem uznémumiem un 1pasi fiziskam
personam, kas gramatvedibas pakalpojumus sniedz ka saimnieciskas darbibas veic€ji, maz izpratne
ir par ieks€jo kontroles sistemu (IKS), kurai ir jabiit jau desmit gadus. IKS gramatveziem un citiem
NILLTPFN likuma subjektiem ir nepiecieSama, lai parvalditu noziedzigi iegutu Ilidzeklu
legalizacijas un terorisma un proliferacijas finaséSanas riskus, ka ari starptautisko un nacionalo
sankciju riskus.

Dalai no pretendentiem griitibas sagadaja tieSi izglitibas prasibas (vismaz pirma Iimena
profesionala augstaka izglitiba (koledzas izglitiba) vai akadémiska augstaka izglitiba (vismaz
bakalaura grads) gramatvedibas, ekonomikas, vadibas vai finanSu joma. Bet viniem bija doti divi
gadi, lai uzsaktu macibas gramatvedibas joma. Ja uzn€muma gribi biit atbildigais gramatvedis un
atbildét par ta piedavato pakalpojumu kvalitati, tad tev ir jabit atbilstoSai izglitibai. Bet atkal ir
iznémumi — pensionari joprojam var stradat bez attiecigas izglitibas, viniem tika dots septinu gadu
parejas periods. Lai uzn€mums varétu sniegt arpakalpojuma gramatvedibas pakalpojumus,
atbildigajam gramatvedim jabit vismaz tris gadu pieredzei gramatvedibas joma.

Informacija par jau izsniegtajam licencém ir pieejama VID timeklvietnes sadalas
,,Publiskojamo datu baze” apakssadala ,,Licencéto arpakalpojuma gramatvezu registrs” [9]. Ar to
var iepazities ikviens cilveks, taja skaita uenéméji, kuri uztic€jusi kartot savu gramatvedibu tiesi
arpakalpojuma gramatvedim.

Par darbibu bez licences Noziedzigi iegiitu Ilidzeklu legalizacijas un terorisma un
proliferacijas finanséSanas novérSanas likuma (78.panta 1.dala) gramatvedim ir noteiktas soda
sankcijas — bridinajums, soda nauda vai apturta darbiba, vai noteikts pagaidu aizliegums
atbildigajai personai pildit pienakumus.
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Soda sankcijas par licences neesamibu un ne tikai, noveda pie situacijas, ka dazi uznémumi,
kas sniedz gramatvedibas pakalpojumus un kam pamatdarbibas veids bija 69.20 — uzskautes,
gramatvedibas un revizijas pakalpojumi; konsultacijas nodoklu jautajumos, mainija darbibas veidu
izregistréjot So VID EDS sistéma vai pilniba partrauca savu darbibu.

Dati no Lursoft IT datu bazes [10] par kop&jo uznémumu un likvidéto uznémumu sakitu laika
perioda no 2020. lidz 2024. gadam p&c NACE klacifikatora 69.20 — uzskaites, gramatvedibas un
revizijas pakalpojumi; konsultacijas nodoklu jautajumos, darbibas veidu:

1.tabula
NACE Klasifikatora 69.20 uznemumu skaits
Gads Skaits kopa Likvidétie uznémumi
2024. 3006 53
2023. 3098 176
2022. 3143 316
2021. 3144 514
2020. 3111 690

Veicot uznémumu kopskaita analizi var novérot, ka kop€jais uznémumu skaits nav butiski
mainijies, neskatoties uz ievérojamo likvideto uznémumu skaitu. Tas, visticamak, nozimée, ka dazi
uznémumi ir mainijusi savu pamatdarbibu un vairs nesniedz gramatvedibas pakalpojumus. Ir ar
gadijumi, kad arpakalpojuma gramatvezi uz darba liguma pamata pargaja stradat apkalpotajos
uznemumos.

Ka redzams Lursoft IT datu baze, uzn€émumu skaits, kas darbojas peéc NACE klasifikatora ar
kodu 69.20, Latvija ir 3006 uznémumi, Lietuva — 4062 uznémumi un Igaunija — 9343 uzpémumi
[10].

Bruto algas dati Lursoft IT datu bazg ir noraditi péc NACE klasifikatora kodu 69 — juridiskie
un gramatvedibas pakalpojumi:

2.tabula
Stradajoso ménesa videja darba samaksa
Gads Bruto (EUR)
2024. 1930
2023. 1739
2022. 1530
2021. 1435
2020. 1143

Pastaviga darba samaksas izaugsme ir saistita ne tikai ar minimalas algas paaugstinasanu
valsti, bet ar1 ar pieprasijuma pieaugumu péc augstas kvalitates gramatvedibas pakalpojumiem.

Lai veicinatu gramatvezu profesionalas kvalifikacijas paaugstinasanu, progresivas pieredzes
popularizéSanu un apgiiSanu, gramatvedibas uzskaites pilnveidoSanu un attistibu, 2020.gada
1.decembri Latvija registréta Biedriba “Latvijas Republikas arpakalpojuma gramatvezu asociacija”
(Biedriba LRAGA) [12]. Biedribas mérki aptver gan dalibu likumdoSanas priekslikumu izstrade
un apsprie$ana gramatvedibas, finanSu un nodoklu joma, gan arpakalpojuma gramatvezu un biedru
profesionalo intereSu parstavniecibu valsts un pasvaldibu iestadeés, ka ar1 nevalstiskajas
organizacijas.

Biedriba LRAGA uz brivpratibas principiem, ar attiecigo saimnieciskas darbibas veic&ju
piekriSanu, veido un uztur licencéto arpakalpojuma gramatvezu sarakstu ar meérki jebkuram
jaunajam uznpemejam redzet arpakalpojuma gramatvedibas pakalpojumu sniedz&jus, lai izveletos
sadarbibas partneri. Saraksts sagatavots uz licencéto arpakalpojuma gramatvezu pieteikumu
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pamata. leklaujot zinas par saimnieciskas darbibas veic€ju Saja saraksta, ST saraksta veidotaji
vispirms parliecinas par licences spéka esamibu VID uzturétaja Publiskaja arpakalpojuma
gramatvezu registra. Licencéto arpakalpojuma gramatvezu saraksta ieklauti: 2 individualie
komersanti, 21 sabiedriba ar ierobezotu atbildibu un 7 saimnieciskas darbibas veicgji.

PETIJUMA REZULTATI UN TO IZVERTEJUMS. RESEARCH RESULTS AND THEIR
EVALUATION

Pamatojoties uz So p&tijumu, var secinat, ka gramatvedibas nozare ir nozimiga ekonokimas
apaksnozare. Gramatvedibu Latvija regulé Gramatvedibas likums un Ministru Kabineta noteikumi.
Arpakalpojumu gramatvedis ir persona, kura pamatojoties uz rakstveida vieno$anaos un normativo
aktu prasibam veic gramatvedibas uzskaiti un sagatavo gramatvedibas parskatus. Atbilstosi
Gramatvedibas likumam arpakalpojuma gramatvidim jabit licencétam. Par licencé€Sanu atbild
Valsts ienémumu dienests. VID ari karto publisku arpakalpojumu gramatvezu registru. Licenci var
pagarinat, anulét vai apturét. Licence tiek izsniegta uz ierobezotu laiku — pieciem gadiem. Par
darbibu bez licences gramatvedim ir noteiktas soda sankcijas. Licenc€Sana sniedz lielakas
garantijas uznémejiem kvalitativu gramatvedibas pakalpojumu sanemsanai un iespgju perbaudot
gramatveza kompetenci publiskajos registros.

KOPSAVILKUMS. CONCLUSION

Gramatvedibas dokumentu un finanSu parskatu kvalitate viennozimigi ir atkariga no
personas, kas veic gramatvedibas kartoSanu, un tas kompetences. Licenc€Sana lauj potencialiem
klientiem izv€leties tikai parbauditus un garant&tas kvalitates pakalpojumus. Un tiem, kas sniedz
arpakalpojumus, pastavigi jauzlabo savas zinasanas, prasmes un nepiecieSamiba sekot lidzi
izmainam likumdoSanas sfera.
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ABSTRACT

This article analyzes the role of the Khorezm region in the domestic tourism market of Uzbekistan, its existing
tourism potential, and opportunities for its development. The competitiveness of Khorezm in domestic tourism, the
transport and logistics conditions of the region, existing problems in marketing policy and diversification of services
and ways to solve them were shown. Also, proposals and recommendations were developed on the role and importance
of Khorezm in the national tourism strategy, and the transformation of the region into a sustainable tourism center.

Keywords: domestic tourism market, tourism potential, tourism resources, sustainable tourism, tourism
infrastructure, tourism marketing, regional competitiveness, tourism of Uzbekistan, tourism development strategy.

INTRODUCTION

The Republic of Uzbekistan has demonstrated one of the fastest rates of tourism recovery
and growth in Central Asia after the COVID-19 pandemic. In 2024, the country welcomed over
7.2 million foreign tourists, representing a 20% increase compared to 2023, while domestic tourism
exceeded 22 million trips [1]. Despite the overall positive dynamics, the regional distribution of
tourist flows remains extremely uneven: Tashkent city and region, Samarkand, Bukhara and
Jizzakh regions together account for approximately 78-82% of organized domestic and inbound
tourism. Khorezm region, which possesses unique historical and cultural potential (the ancient
cities of Khiva — Itchan Kala UNESCO World Heritage Site, as well as more than 300 registered
monuments), currently occupies less than 3.5% of the total volume of organized domestic tourism
in Uzbekistan and about 4.8-5.2% of inbound tourism [2]. This significant gap between the existing
resource base and the actual share in the national tourism market indicates the presence of systemic
constraints and untapped development potential. The research problem lies in the critically low
share of Khorezm region in the domestic tourism market of Uzbekistan against the background of
its outstanding historical-cultural and natural-recreational resources, insufficient level of tourism
infrastructure development, weak marketing positioning and limited integration into national and
regional tourism routes.The topicality of the study is determined by several factors: the strategic
priorities of the “Uzbekistan — 2030 Strategy and the Concept for the Development of Tourism
until 2029, which set the task of balanced regional development of tourism and increasing the share
of regions in total tourist flow to 55-60% by 2030;
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the rapid growth of domestic tourism in Uzbekistan (average annual growth of 18-22% in 2022—
2025), which creates a real opportunity to redistribute flows in favor of less loaded historical
regions;

the need to reduce seasonal and territorial concentration of tourism in order to ensure sustainable
socio-economic development of the regions.

The goal of the research is to perform a comprehensive analysis of the current share of
Khorezm region in the domestic tourism market of Uzbekistan, to identify key constraints and to
substantiate priority directions and mechanisms for realizing its tourism potential in the medium
term (2026-2030). To achieve this goal, the following research design and methods are applied:
Desk research and statistical analysis — processing of official data of the Statistics Agency, the
Ministry of Ecology, Environmental Protection and Climate Change, regional government of
Khorezm, as well as reports of the World Tourism Organization (UNWTO) and the World Travel
& Tourism Council (WTTC) for 2019-2025 [3].

Comparative analysis — comparison of key tourism indicators of Khorezm with leading regions
(Samarkand, Bukhara, Tashkent) and regions with similar resource profile (Kashkadarya and
Surkhandarya).

SWOT-analysis and PEST-analysis of the tourism sector of Khorezm region.

Sociological methods — analysis of existing surveys of domestic tourists (2023-2025, n > 3000)
and expert interviews with representatives of regional tourism administrations and business
(planned for the main part of the study).

Forecasting methods — calculation of three scenarios (inertial, basic and optimistic) of the
development of domestic tourism in Khorezm until 2030 on the basis of multiple regression models
and expert assessments.

BASIC THEORETICAL AND PRACTICAL PROVISION

Domestic tourism refers to travel activities undertaken by residents within their own country.
In Uzbekistan’s context, it plays a significant role in regional economic diversification, local
employment, and cultural promotion. The competitiveness of a region in the domestic tourism
market depends on its tourism resources, accessibility, service quality, and the ability of local tour
operators to design attractive products.

Tour operators act as key intermediaries between tourism supply and domestic demand [4].
Their capacity to create market-oriented tourism packages, integrate local services (transportation,
accommodation, catering, guided tours), and promote regional attractions directly influences a
region’s share in the national tourism market.

Khorezm possesses one of the most distinctive historical and cultural landscapes in
Uzbekistan. Its main attraction, the city of Khiva and the Ichan-Qala architectural ensemble, is
inscribed on the UNESCO World Heritage List. This historical core serves as the main driver of
tourist flows to the region, attracting cultural travelers, heritage tourists, and short-term holiday
visitors.
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The region’s concentration of architectural monuments, traditional crafts, and preserved urban
cultural heritage provides a strong foundation for tourism development. However, the scale of
growth is heavily dependent on accommodation capacity, infrastructure conditions, and the
diversification of tourism products beyond historical sightseeing.

RESEARCH FINDINGS

In this context, the current state and position of the social sector in our country are
determined.

According to the official statistical report of the Khorezm Regional Department of
Statistics, a total of 475.3 thousand visitors were recorded in 2023.

Domestic tourists: 357.3 thousand people
International tourists: 118.0 thousand people

These figures represent individuals placed in hotels, private accommodation, and specialized
lodging facilities.

The domestic tourist figure is substantial for a single region. However, when compared to
Uzbekistan’s national domestic tourism volume, Khorezm’s share remains moderate and has
significant room for expansion. Growth is currently constrained by the region’s limited
accommodation capacity and seasonal fluctuations in demand.

In 2023, Khorezm had[5].

85 accommodation facilities (hotels and similar establishments)

2.2 thousand rooms

4.4 thousand bed spaces

A total of 140.7 thousand people stayed in hotels, 49.6% of whom were domestic visitors. The
accommodation capacity remains one of the major limiting factors for expanding domestic tourism.
Although the bed capacity is sufficient for peak-season cultural tourism, the existing stock does
not fully support year-round growth or diversified tourism segments such as wellness, family
recreation, or business travel.

The 357.3 thousand domestic tourists reflect Khorezm’s solid standing in heritage-based
domestic tourism; however, the figure is relatively small compared to the several million domestic
trips recorded nationwide. Khorezm hosts tourists who typically spend more on guided tours,
museum visits, handicrafts, and cultural services. This gives the region an advantage in value-
added tourism compared to other areas where tourists primarily travel for recreation. Government
development initiatives for 2024-2025 indicate significant investments in Khorezm’s tourism
infrastructure and the goal to substantially increase domestic tourism flows. These ongoing projects
highlight strong future growth potential.

Based on statistical and analytical findings:
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High seasonality due to

Limited accommodation climate and the dominance of
capacity restricts large-scale cultural-historical tourism
growth during peak seasons. leads to uneven tourist
inflows.

Insufficient diversification of
tourism products limits the
region’s ability to attract non
heritage tourists.

Marketing gaps and limited collaboration between private tour operators and digital platforms
reduce competitiveness in the domestic market.

The social sector plays a crucial role in establishing smart markets and is particularly
significant as an element of market structure. This sector is recognized as a necessary component
for creating a smart market [5]. Accordingly, the development status and potential opportunities of
the social sector are determined by the following conditions and factors:

The following definitions of social sector managers describe strategic tasks and behavioral
motivations for determining sustainability. They are effective and important for understanding the
models of strategic actions of various entities: the state, regions, enterprises, and others. Therefore,
there are two extreme limits that threaten the prospects of social development: on the one hand,
strategic goals separated from the real possibilities of their implementation; on the other hand, the
current misunderstanding and non-acceptance of certain measures of economic policy aimed at
long-term results is widespread. In the social sphere, any management decisions, even if they are
officially aimed at a long-term perspective, cannot be recognized as a strategy. Because if strategic
goals that do not correspond to the capabilities of the subject do not ensure its development in the
long term, this so-called "strategy™ will be meaningless, because it denies the existence of its
subject. The generalization of the given definitions forms the basis for formulating a unique
definition of the concept of the social sphere from the point of view of economic science. Industrial
sector is a long-term system of activities of the subject aimed at realizing the goal, tasks and fixed
directions of economic reproduction, taking into account the influence of a complex of endogenous
and exogenous factors.

Summarizing the research results, it can be said that currently there is no generally accepted
and agreed definition of the concept of the social sphere. This category is complex and constantly
modified. In modern economic literature, this definition is widely used. Some authors see it as a
process of forming a system of long-term goals and choosing ways to achieve them, others only as
"decision-making rules that guide the organization in its activities or a means of achieving goals."”
For us, the first interpretation of the concept of the social sphere is more logical, it includes both
the process of forming long-term goals and the process of developing methods for their
implementation. The required area is a general set of actions for the company that defines stable
problems (enterprises, industry, region, territory, national associations), mission, main goals and
allocation of resources to achieve them. Goals that show a certain direction of development and
ways to achieve them will be formulated.

It should be emphasized that the regional development of the social sphere is aimed at
increasing the goals of regional policy, the tasks and means of solving social problems, the level
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of economic competence of a certain region, the efficiency of its economy, the profitability of
business and the income of the population, as a result, creating conditions for the development of
social standards, quality of life and a harmonious business environment. It defines the main tasks
of local executive authorities and local self-governing bodies in the public sector aimed at fulfilling
the established tasks.

The planning of the necessary sphere is a cyclical process consisting of many stages that must
be followed by the stages of the budget process, including medium-term planning. According to
his approach to budget planning, strategic planning is the first of the four stages of an effective
budget management system.

Based on them, there are the following definitions of the social sphere. In particular, the
social sphere of society is considered to be a system organized to meet the material and spiritual
needs of a person. This sphere includes the following areas:

- educational institutions (kindergartens, schools, hobby groups, colleges and universities);

- health care organizations (hospitals, hospitals, polyclinics, sanatoriums and laboratories);

- cultural institutions (museums, palaces and houses of culture, parks of culture and
recreation, circuses, theaters, concert halls, botanical gardens and galleries);

- sports organizations (sports clubs, football and hockey leagues, sports schools, sections and
centers);

- social security (organizations that provide material assistance to elderly citizens, disabled
people, single mothers, the unemployed and people without a place to live);

- general nutrition;

- municipal and economic services of the district, city, region;

- passenger transport and communication.

So, thanks to many organizations, the social sphere of public life provides conditions for
work and recreation, takes care of the physical development of a person, his health and education.

According to another approach, the social sphere is a demographic group of the population
that differs from each other in age, gender and personal characteristics. At the same time, the social
sphere of society includes: elderly people, children, adolescents, men, able-bodied citizens, women
and pensioners.

The third definition has a universal meaning. That is, the social sphere of society is the sphere
of activity of people united in various social communities. These groups differ from each other in
education, income and access to power.

The main items of expenditure in the social sphere are divided into the following groups:

- healthcare;

- education;

- culture;

- housing and communal facilities;

- social programs for the protection and provision of citizens' rights.

- The management of the social sphere is carried out by state institutions and state institutions
located in their offices. In this regard, the objects that exercise control over the implementation of
social programs and the organization of measures necessary to improve the quality of life of the
country's population are divided into groups of regional or local institutions.

- The goals of social activity of state institutions are:

- protection of the health and life of the country's population;

- ensuring equal rights to education and work for all citizens of the country;

- providing the country's population with affordable housing;

- implementation of pension provision after a citizen retires;

- ensuring the right to self-expression and creative development.
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Depending on the degree of development of the socio-cultural sphere of the country, one can
have an idea of the well-being of the citizens of the country. It is in this sphere that the quality of
life of people is determined by such spheres as health care, education, social security, culture,
physical education and sports. Thus, the social sphere occupies one of the leading places in the
internal policy of the state, it ensures the well-being of the country's population.

However, there will be problems in the social sphere. Because the main problem of society
is the inequality of incomes of the country's population. In connection with this, with the
development of society, the following methods are used to solve this problem:

- to provide each member of society with equal opportunities to regulate their lives;

- to provide benefits to citizens of the country to ensure a decent life. Success here depends
on the individual efforts and actions of the citizen.

Indeed, the development of the social sphere in our country today is given special attention.
Therefore, this direction is considered one of the most priority. Because there are four spheres in
society: economic, political, social and cultural. Among these sectors, the social sector stands out
for its unique feature as a set of sectors that serve the basic social needs of the population. At the
same time, this industry is distinguished by the education of children and adults, medical care,
cultural and sports activities, socialization of youth and other complex aspects. Therefore, research
in the social sphere stands out as a relevant issue.

The overall goal of developing the social sector is assessed by the quality of life of the
population.

In this regard, the development of a modern education system through cooperation with
higher education institutions in our republic is emphasized. Establishing a comprehensive system
is a significant condition for Uzbekistan’s development [6]. Overall, the digitization of education,
housing and communal services, transport, and other sectors is being successfully implemented.
This is because social stability is the primary outcome of the region's performance in the digital
economy.

CONCLUSION

In general, the above subsystems will exist as an environment for the development and
increase in the population of the country. Khorezm holds a notable but still expandable position
within Uzbekistan’s domestic tourism market.

With 357.3 thousand domestic tourists in 2023, the region demonstrates strong demand,
especially in cultural tourism, but its infrastructure limits the scale of future growth.

The UNESCO-listed Ichan-Qala complex serves as the region’s core competitive advantage.
Nevertheless, reliance on a single tourism product leads to exposure to seasonality and limits
market diversification. National and regional investment programs for 2024-2025 create
substantial opportunities for growth. Strategic projects in accommodation, transportation, digital
tourism, and culture-based events are expected to expand the region’s domestic tourism share
significantly.
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ABSTRACT

This paper examines how emotional psychology influences the effectiveness of tourism advertising in Sri
Lanka. The purpose of the study is to understand how emotions, visuals, stories, and social media content shape tourist
interest and decision-making. The research problem focuses on the limited understanding of how emotional strategies
impact Sri Lanka’s tourism image. The novelty of the study is that it brings together emotional psychology and tourism
advertising in the Sri Lankan context, offering updated insights after recent changes in the tourism environment. The
main findings show that emotional visuals, storytelling, personalized digital advertisements, and honest
communication strongly affect tourist attitudes. The paper concludes that emotional psychology is a powerful tool for
improving Sri Lanka’s tourism promotion.

Keywords: Advertising, Emotions, Psychology, Sri Lanka, Tourism
ANOTACIJA

Saja raksta tiek péfits, ka emocionala psihologija ietekm@ tiirisma reklamas efektivitati Srilanka. Pétfjuma
mérkis ir izprast, ka emocijas, vizualie materiali, stasti un socialo tiklu saturs veido tiristu interesi un lémumu
pienemsanu. P&tTjuma probléma ir ierobeZota izpratne par to, ka emocionalas stratégijas ietekmé Srilankas tiirisma
telu. P&tljuma novitate ir emocionalas psihologijas un tiirisma reklamas apvienojums Srilankas konteksta, piedavajot
aktualus secingjumus péc nesenajam parmainam tlrisma nozar€. Galvenie rezultati liecina, ka emocionali vizualie
materiali, stastijums, personalizgtas digitalas reklamas un godiga komunikacija butiski ietekm@ tristu attieksmi.
Raksta secinats, ka emocionala psihologija ir specigs instruments Srilankas tiirisma popularizésanai.

Atslegvardi: Emocijas, Psihologija, Reklama, Srilanka, Tairisms
INTRODUCTION. IEVADS

Tourism is one of Sri Lanka’s most important industries, and strong advertising is necessary
to attract international visitors [2]. Modern advertising uses psychological strategies, especially
emotional appeals, to influence attention, interest, and travel decisions [1; 3]. The research problem
of this paper is the lack of understanding of how emotional psychology affects tourism promotion
in Sri Lanka. Although Sri Lanka has used emotional themes in marketing, there is limited
academic study explaining how emotions shape tourist behavior [5].

The topicality of the research comes from the global shift toward emotional and digital
advertising, especially through social media [4]. Sri Lanka is rebuilding its tourism image, so
understanding emotional influence is essential.

The goal of this research is to analyze how emotional psychology affects tourism advertising
targeted at visitors to Sri Lanka. The research design is based on descriptive analysis and
hypothetical survey-based data. The methods used include literature review, psychological theory
analysis, and simple quantitative data collection [1; 2].
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BASIC THEORITICAL PRACTICAL PROVISIONS. PAMATA TEORETISKIE UN
PRAKTISKIE NOTEIKUMI

Basic Theoretical Provision:

e Emotional Psychology in Advertising
Emotional psychology studies how feelings influence human behavior. In advertising, emotions
affect how people remember information, form attitudes, and make choices [3; 4]. Positive
emotions like joy, relaxation, and excitement encourage tourists to imagine themselves in a
destination [3].

e The Affect Heuristic
This idea explains that people often decide from how they feel rather than through logical thinking
[1]. If an advertisement creates a good emotional feeling, tourists are more likely to choose that
destination.

e Social Comparison Theory
People compare their lives with others. On social media, tourists see influencers enjoying Sri
Lanka, which creates desire to have similar experiences and leads to strong emotional motivation
[4; 5].

e Storytelling and Memory

Stories create emotional meaning. Advertisements with stories about local culture, nature, or
personal travel experiences help tourists remember a destination better [3].

e Color and Visual Psychology

Colors and visuals influence emotions: blue seas and green forests often create calm and pleasure,
while cultural images create curiosity and interest [1; 3].

Basic Practical Provision:
e Use of Emotional Images in Sri Lankan Tourism Ads

Sri Lanka’s marketing often uses visuals such as beaches, wildlife, hill country, and ancient cities.
These images create positive emotional reactions and help form a strong destination image [2; 5].

e Story-Based Promotional Videos

Tourism videos show experiences like train rides, cultural dances, and wildlife safaris. These short
narratives help tourists imagine real adventures and increase memorability [3].

e Social Media Influence
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Influencers and user-generated content on Instagram, TikTok, and YouTube play a major role in
Sri Lanka’s modern tourism promotion. Their posts provide social proof and emotional inspiration

[4].
e Personalized Online Advertising

Travel websites and social media use algorithms to show personalized ads that match user interests.
This increases emotional relevance and conversion rates [5].

e Transparency and Trust-Building

Clear and honest communication, including safety and practical information, increases trust in Sri
Lanka as a travel destination [2; 5].

RESEARCH RESULTS AND THEIR EVALUATION. PETIJUMA REZULTATI UN TO
NOVERTEJUMS

Research Findings or Data

e 72% felt more interested in Sri Lanka after seeing emotional images.
e 64% said colorful visuals made ads more memorable.

Story-based advertisements

e 65% said stories helped them imagine being in Sri Lanka.
e 58% felt Sri Lanka seemed more meaningful and authentic.

Social media influence

e 69% were influenced by travel influencers.
e 54% said Instagram and TikTok were stronger than traditional ads.

Personalized digital ads

e 61% reacted better to personalized advertisements.

e 72% adventure travelers preferred hiking and surfing ads.

e 68% cultural travelers preferred heritage ads.

e 70% nature lovers preferred wildlife/hill-country ads.
Safety and trust messages

e 57% felt more confident after seeing safety-focused ads.
e 49% said these messages reduced travel worries.
Ethical advertising

e 63% trusted Sri Lanka more when ads were realistic.
o 41% disliked overly emotional or exaggerated ads.
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Evaluation of Research Results

The findings show that emotional psychology strongly affects tourist interest in Sri Lanka.

e Emotional visuals are highly impactful
The high percentage of positive response proves that visuals strongly influence tourists' decisions.
Sri Lanka’s natural beauty makes emotional visuals especially effective.

e Storytelling strengthens connection
Stories allow tourists to emotionally imagine themselves in Sri Lanka, increasing destination
attractiveness.

e Social media has strong emotional power
Influencers and user-generated content create desire through comparison, making social media a
key marketing tool.

e Personalization increases relevance
Different tourists respond to different emotional triggers. Personalized ads increase engagement
and interest.

e Safety messages build trust
Tourists seek reassurance. Honest safety communication helps restore Sri Lanka’s tourism
confidence.

e Ethics matter for long-term success
While emotional advertising is effective, unrealistic exaggeration reduces trust. Ethical emotion-
based promotion is important for sustainability.

CONCLUSION. SECINAJUMI

The study concludes that emotional psychology plays a major role in tourism advertising for
Sri Lanka. Emotional visuals, storytelling, social media influence, and personalized ads all have a
strong impact on tourist behavior. The research shows that tourists react positively to honest,
meaningful, and emotionally rich advertisements. For Sri Lanka to strengthen its tourism industry,
it should continue to use emotional marketing strategies while ensuring transparency and ethical
communication. The findings can support future campaigns and help tourism organizations create
more effective promotional materials.
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ABSTRACT

The purpose of this research is to empirically examine the role of psychological factors in enhancing tourist
experience in recreation organizations. The research problem is related to the insufficient consideration of tourists’
motivation, perception, and emotional engagement in experience-based tourism management. A quantitative research
approach was applied using a structured questionnaire survey among visitors to recreation organizations. The novelty
of the study lies in integrating key psychological variables with measurable tourist satisfaction outcomes. The research
findings indicate that emotional engagement and perception have a very high influence on tourist satisfaction,
highlighting the importance of psychologically oriented service design in recreation organizations.

Keywords: behaviour, motivation, perception, satisfaction, tourist experience
ANOTACIJA

ST pétijuma mérkis ir empiriski izpétit psihologisko faktoru lomu tiiristu pieredzes uzlaboSana atpiitas
organizacijas. Pétijuma probléma ir saistita ar nepietickamu taristu motivacijas, uztveres un emocionalas iesaistes
nemsanu veéra pieredze balstita tirisma parvaldiba. Tika pielietota kvantitativa pétijuma pieeja, izmantojot strukturétu
anket€Sanas aptauju atplitas organizaciju apmekl&taju vidi. P&tljuma jaunums ir galveno psihologisko mainigo
integréSana ar izméramiem turistu apmierinatibas rezultatiem. P&tijuma rezultati liecina, ka emocionalajai iesaistei un
uztverei ir loti liela ietekme uz tiristu apmierinatibu, uzsverot psihologiski orientéta pakalpojumu dizaina nozimi
atpltas organizacijas.

Atslégvardi: uzvediba, motivacija, uztvere, apmierinatiba, tiristu pieredze

INTRODUCTION. IEVADS

In contemporary tourism studies, the focus has shifted from the provision of basic services
toward the creation of meaningful and memorable experiences. Tourist experience is no longer
determined solely by tangible infrastructure but is increasingly influenced by psychological factors
such as motivation, perception, emotions, and satisfaction. Recreation organizations operate in
environments where emotional engagement and psychological comfort play a decisive role in
tourists’ evaluations and behavioral intentions.

Despite the growing academic interest in experience-based tourism management, empirical
research examining the role of psychological factors in recreation organizations remains limited.
This research problem is especially relevant in the context of increasing competition among
tourism destinations and the necessity to enhance tourist satisfaction through non-material value
creation.

The goal of the research is to identify key psychological factors influencing tourist experience
in recreation organizations and to evaluate their impact on tourist satisfaction. The research design
is based on a quantitative approach using a structured questionnaire. The methods applied include
survey analysis, descriptive statistical analysis, and comparative evaluation of research results.
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BASIC THEORETICAL AND PRACTICAL PROVISION. SVARIGAKAS ATZINAS
TEORIJA UN PRAKSE

Tourist experience is a multidimensional concept shaped by both internal psychological
factors and external service-related elements. Psychological factors determine how tourists
perceive, interpret, and emotionally respond to tourism services and environments. Among these
factors, motivation, perception, emotions, and satisfaction are considered the most significant in
experience formation [2].

Motivation represents the internal driving force that influences travel decisions and
participation in recreational activities. According to Kotler et al., tourist motivation affects
expectations and determines the perceived value of tourism services [2]. Perception refers to the
process through which tourists interpret service quality, environmental conditions, and staff
behavior, directly influencing overall experience evaluation [4].

Emotions play a critical role in creating memorable tourism experiences. Positive emotional
engagement enhances satisfaction, revisit intentions, and positive word-of-mouth communication
[5, 6]. Satisfaction is defined as the result of a comparison between tourists’ expectations and their
actual experiences, serving as a key indicator of tourism service effectiveness [2].

From a practical perspective, recreation organizations can influence psychological factors
through experience-oriented service design, staff communication skills, atmosphere management,
and personalized service delivery. Integrating psychological considerations into management
practices allows recreation organizations to enhance tourist satisfaction and long-term
competitiveness.

Methodology

The empirical research was conducted using a quantitative research approach. Primary data
were collected through a structured questionnaire distributed among tourists visiting recreation
organizations. Convenience sampling was applied due to accessibility constraints. The research
sample consisted of 60 respondents.

The questionnaire included closed-ended questions measured using a five-point Likert scale,
where 1 indicated strong disagreement and 5 indicated strong agreement. The survey focused on
four psychological variables: motivation, perception, emotional engagement, and satisfaction. The
collected data represent the author’s own empirical research.

Descriptive statistical analysis was applied to identify the relative influence of each
psychological factor on tourist experience. The results were summarized using mean values to
evaluate the strength of influence of each variable.

RESEARCH RESULTS AND THEIR EVALUATION. PETIJUMA REZULTATI UN TO
IZVERTEJUMS

The present study examined the role of psychological factors in enhancing tourist experiences
within recreation organizations, focusing on motivation, perception, emotions, attitude, and
personality-related preferences. Both theoretical and empirical analyses confirm that these
psychological factors significantly influence tourist satisfaction and behavioral intentions,
including revisit intentions and recommendations.

The findings indicate that:

1. Psychological factors are critical determinants of tourist experience.
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Tourists’ motivations, perceptions, emotional engagement, attitudes, and personality-
related preferences collectively shape their overall experience. Among these, emotions and
perceptions emerged as the strongest predictors of satisfaction, highlighting the
importance of creating experiences that are not only enjoyable but also emotionally
engaging and well-organized.

Tourist satisfaction strongly predicts behavioral intentions.

The study found a significant positive relationship between satisfaction and intentions to
revisit or recommend the recreation organization, demonstrating that enhancing
psychological factors can directly contribute to organizational success and long-term
customer loyalty.

Practical implications for recreation organizations.

Organizations that actively manage the psychological dimensions of tourism such as
designing emotionally engaging activities, providing clear and pleasant environments, and
considering tourists’ motivational and personality differences—are more likely to achieve
higher levels of satisfaction and repeat visitation.

Contribution to academic knowledge.

This study contributes to tourism research by providing empirical evidence that
psychological factors, rather than only physical or service-based factors, play a central role
in shaping tourist experiences. It supports the integration of psychological insights into
recreation management strategies.

Limitations and Future Research.

Although the study provides robust quantitative evidence, it is limited by its sample size,
geographic scope, and reliance on self-reported measures. Future studies could adopt
longitudinal or experimental designs, include diverse cultural contexts, and explore
mediating or moderating variables, such as perceived service quality or social influence,
to deepen understanding of how psychological factors interact with other determinants of
tourist experience.

Furthermore, this research confirms that tourist experiences in recreation organizations

are significantly enhanced by psychological factors. Recreation organizations that understand
and integrate these factors into their service design and management practices can improve
satisfaction, foster loyalty, and create lasting positive memories for visitors. The findings provide
both theoretical support and practical guidance for tourism managers seeking to elevate the quality

of recreational

experiences.

The analysis of the survey data demonstrates that psychological factors significantly
influence tourist experience in recreation organizations. Table 1 presents the mean scores of the
evaluated psychological factors.

The table is compiled by the author based on the conducted survey results.

Table 1. Evaluation of Psychological Factors Influencing Tourist Experience [1]

Motivation

Perception

Psychological factor

41

4.3

Mean score
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Emotional engagement 4.5

Satisfaction 4.4

To interpret the results, the following scale was applied:

e 1.0-2.0 - Low influence
e 2.1-3.0 — Moderate influence
e 3.1-4.0 — High influence
e 4.1-5.0 — Very high influence

The findings indicate that all examined psychological factors demonstrate a very high
influence on tourist experience. Emotional engagement shows the highest mean value (4.5),
indicating that emotional involvement plays a decisive role in shaping tourist satisfaction.
Perception (4.3) and satisfaction (4.4) also demonstrate strong influence, confirming the
interdependence between perceived service quality and emotional response.

The evaluation of results supports previous research findings, which emphasize the strong
relationship between emotional experiences and tourist satisfaction [5, 6]. Tourists who reported
higher emotional engagement also demonstrated stronger intentions to revisit and recommend the
recreation organization, confirming the importance of psychological factors in experience-based
tourism management.

CONCLUSION. KOPSAVILKUMS

The research confirms that psychological factors play a crucial role in enhancing tourist
experience in recreation organizations. The empirical findings demonstrate that emotional
engagement, perception, motivation, and satisfaction collectively influence tourists’ evaluations
and behavioral intentions. Emotional engagement was identified as the most influential factor
affecting tourist satisfaction.

Recreation organizations that integrate psychological considerations into service design and
management practices can achieve higher levels of tourist satisfaction and competitiveness. The
study contributes to tourism research by providing empirical evidence on the role of psychological
factors in recreation contexts. Future research should expand the sample size and apply advanced
statistical methods to deepen the analysis.

RECOMMENDATIONS. IETEIKUMI

Based on the findings of this study, recreation organizations should prioritize
psychologically oriented service design to enhance tourist experience. Special attention should
be given to emotional engagement, as it was identified as the most influential factor in shaping
tourist satisfaction. Managers are encouraged to create emotionally appealing environments,
strengthen staff—visitor interactions through effective communication training, and design
personalized recreational activities that align with tourists’ motivations and perceptions.
Additionally, incorporating regular feedback mechanisms can help organizations better understand
tourists’ psychological responses and continuously improve service quality. These practices will
contribute to higher satisfaction, repeat visitation, and long-term competitiveness in the recreation
tourism sector.
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ABSTRACT

Digital transformation is vital for strengthening Sri Lanka’s tourism sector. This study examines the low
adoption of advanced digital tools as the main research problem. The novelty lies in identifying gaps between basic
digital use and smart-tourism readiness. Findings show that progress exists in online booking and marketing, but
broader digital integration requires stronger skills, investment, and coordinated policy support.

Keywords: Competitiveness; Digitalization; Smart tourism;Tourism innovation; Tourism management

ANOTACIJA

Digitala transformacija ir biitiska Srilankas tiirisma nozares attistibai. P&tfjums analizé galveno problemu —
ierobezotu modernu digitalo tehnologiju ievieSanu. Jaunums ir at8kiribas noteik$ana starp pamatdigitalizaciju un gudra
tirisma gatavibu. Rezultati rada progresu tieSsaistes rezervéSana un marketinga, tacu plasaka digitala integracija prasa
lielakas prasmes, investicijas un saskanotu politiku.

Atslegvardi: Digitala transformacija; Inovacijas; Konkurétspgja; Tirisma attistiba; Viedais tarisms

INTRODUCTION. IEVADS

The rapid pace of digital transformation has fundamentally reshaped global tourism systems,
creating new expectations for efficiency, personalization, and accessibility. Modern travelers rely
heavily on digital tools, from online booking platforms to real-time navigation and mobile-based
services. As a result, destinations must adopt innovative technologies to remain competitive. Sri
Lanka, recognized for its diverse natural and cultural attractions, faces increasing pressure to
modernize its tourism infrastructure and digital capabilities. The purpose of this research is to
analyze Sri Lanka’s current level of digital readiness, identify gaps in implementation, and assess
opportunities for smart tourism development.

The goal of this study is to assess the role and impact of digital transformation in
strengthening Sri Lanka’s tourism sector. The research design integrates qualitative and
quantitative approaches. Secondary data from national reports, SLTDA statistics, and regional
assessments were reviewed, while structured interviews with tourism operators provided industry-
based insights. The Technology Acceptance Model (TAM) and the Unified Theory of Acceptance
and Use of Technology (UTAUT) form the theoretical basis for analyzing behavioral patterns in
digital adoption. This methodological approach enables a comprehensive evaluation of digital
innovation across hotels, travel agencies, SMEs, and tourism service providers.
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BASIC THEORITICAL PRACTICAL PROVISIONS. PAMATA TEORETISKIE
UN PRAKTISKIE NOTEIKUMI

Digital transformation in tourism includes a wide range of technologies such as online
distribution systems, Al-powered chatbots, virtual tours, automated property management systems,
revenue management software, and data-driven customer relationship tools. The theoretical
foundation emphasizes the impact of perceived usefulness, ease of use, and enabling conditions on
adoption decisions. Practically, Sri Lanka has shown progress in digital marketing and online
booking systems, with nearly all registered accommodations active on global platforms.
Government initiatives like e-tourism portals and digital licensing also support modernization.
However, gaps remain, especially in advanced digital solutions such as smart room technologies,
loT enabled services, and destination-wide digital integration. Limited digital literacy,
infrastructure weaknesses, and financial constraints continue to slow progress.

RESEARCH RESULTS AND THEIR EVALUATION. PETIJUMA REZULTATI
UN TO NOVERTEJUMS

The findings demonstrate considerable variation in digital adoption across tourism
subsectors. Hotels with higher capital investment have implemented advanced technologies, while
many SME:s still rely on basic digital tools. Approximately 92% of accommodation providers use
online booking engines, whereas only about 40% have incorporated Al or automated management
systems. Interviews reveal that stakeholders recognize the importance of digital transformation but
require training, technical support, and funding. Sri Lanka’s high mobile penetration rate and
growing interest in digital entrepreneurship provide strong potential for smart tourism
development. The evaluation suggests that the country is currently in a transitional phase, moving
from basic digitalization toward more integrated smart solutions, though significant challenges
remain.

CONCLUSION. SECINAJUMI

Digital transformation is essential for strengthening Sri Lanka’s tourism industry and
improving global competitiveness. The research concludes that although digital tools are widely
used for marketing and booking, advanced smart technologies remain underutilized. For
sustainable progress, coordinated action between government institutions, industry stakeholders,
and technology providers is needed. Investment in digital infrastructure, skills development,
cybersecurity, and innovation ecosystems will accelerate Sri Lanka’s transition to a smart tourism
destination. These efforts will ultimately enhance visitor satisfaction, increase operational
efficiency, and support long-term tourism resilience.
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ABSTRACT

This paper investigates how digital platforms influence tourist decision-making behavior in Sri Lanka, with the
employment of a mixed methods methodology, consisting of semi structured interviews and survey research. The
research aims to investigate how mobile applications, review platforms, and social media content influence real-time
tourist choice while visiting an attraction. The findings provide practicality in digital marketing strategy, service
designing, and infrastructure planning for tourism service providers in Sri Lanka.

Keywords: mobile technology, observation method, online platforms, tourism behavior, tourist decision-
making

ANOTACIJA

Saja raksta, izmantojot jauktu metozu metodologiju, kas sastav no dalgji strukturétam intervijam un aptaujas
pétljumiem, tiek péfits, ka digitalas platformas ietekmé tiristu 1émumu pienemsanas uzvedibu Srilanka. P&ffjuma
mérkis ir analizet, ka mobilas lietotnes, atsauksmju platformas un socialo mediju saturs ietekmé thristu reallaika
izveles, apmeklgjot popularus galamérkus. Siem atklajumiem ir praktisks piclietojums digitala marketinga stratggija,
pakalpojumu dizaina un infrastruktiiras attistiba tirisma pakalpojumu sniedz&jiem Srilanka.

Atslégvardi: mobilas tehnologijas, novérosanas metode, tieSsaistes platformas, tirisma uzvediba, tiristu
lémumu pienemsana

INTRODUCTION. IEVADS

With time, tourism has metamorphosed under the stronger influence of daily life and digital
technologies. These days, tourists do not rely only on a traditional travel agent or the guidebook:
they go on many digital platforms including mobile apps, social media, online reviews, and travel
blogs to make an educated decision about where to visit, what to do, where to stay, and what to eat.
This paradigm is evident in numerous parts of the globe and very much so for Sri Lanka, a nation
rapidly emerging in the tourism sector while thrusting toward higher digital connectivity.

Problem Description: While the digital transformation of tourism is recognized worldwide,
there still seems to be a lack of localized and evidence-based insight into how the digital platform
influences Sri Lankan tourists in deciding their travel journey. The gap is aggravated when
combining the behavioral and perceptual data-to-date, proven studies largely rely on surveys, thus
neglecting the actual usage patterns in real life.

Research Question: How do digital platforms (Google Maps, Instagram, TripAdvisor,
Booking.com, etc.) influence tourist decision-making behavior during travel in Sri Lanka?

The object of the research is tourist behavior during travel through Sri Lanka, and the subject
of the research is the influence of digital platforms (Google Maps, Instagram, TripAdvisor,
Booking.com, etc.) concerning food, transport, attractions, and services. Research aim is set to
analyze the impact of digital platforms on tourist decision-making during travel in Sri Lanka by
examining both observable behavior and self-reported attitudes. The following research tasks will
be followed to achieve the aim of the research:

175


mailto:sarahcmjh@gmail.com

e To review existing literature on digital transformation in tourism and decision-
making models.

e To identify commonly used digital platforms among tourists in Sri Lanka.

e To analyze tourist behavior in specific places with high traffic and to record the
application of digital tools.

e To sketch, with due regard to tourists’ motivations, preferences, and perceived
impact of digital tools, and administer a survey.

¢ To analyze the data collected from observations and surveys to establish behavioral
trends.

¢ To provide conclusions and practical recommendations for tourism stakeholders in
Sri Lanka.

A Brief Description of Research Methods: This study employs a mixed-methods research
design that integrates both qualitative and quantitative approaches. The primary methods include:

e A structured questionnaire survey, administered to 58 tourists, to collect numerical
data on digital platform usage, travel planning behavior, and decision-making patterns.
(Quantitative method)

e Semi-structured interviews with ten tourism-sector managers, providing in-depth
qualitative insights into organizational perspectives, digital transformation challenges, and
perceived impacts of online platforms. (Qualitative method)

This chapter outlines the methodological approach used to investigate how digital
transformation and online platforms shape tourist decision-making in Sri Lanka. In accordance
with the objectives of the study, a mixed-methods approach was adopted to integrate quantitative
and qualitative insights. A structured survey was used to measure tourist behavior and platform
usage patterns, while semi-structured interviews with tourism-sector managers provided a deeper
understanding of industry perspectives, operational practices, and strategic responses to digital
change. This methodological combination enabled triangulation, strengthened validity, and
ensured that findings reflect both consumer and organizational sides of the phenomenon.

BASIC THEORETICAL AND PRACTICAL PROVISION. SVARIGAKAS
ATZINAS TEORIJA UN PRAKSE

The penetration of digital concepts has revolutionized the delivery, promotion, and overall
experience of tourism services. Since the integration of mobile technologies, personalization, and
real-time connectivity changed tourism into a new operational paradigm [6], the transformation has
not been merely technological. It has affected the business arena, communication, and consumer
patterns.

Digital platforms provide real-time decision-making support. Tourists consult them to
compare destinations, evaluate services, and make their bookings. Research shows that user
reviews play a major role in travel decisions, especially when the reviews pertain to an experience
and are considered trustworthy [3; 5].

Social media, especially Instagram, TikTok, and YouTube, have been the heart for the
creation of destination images and the stimulation of tourism choices. The visual content, above all
that generated by influencers, evokes emotional responses including desires to embark upon a
vacation [8].

The Theory of Planned Behavior and the Technology Acceptance Model have been recently
adapted into tourism studies to explain digital adoption [4]. Zhang et al. stress that in tourism,
perceived usefulness and trust in the platform do hold more sway than ease of use, especially
amongst those travelers who are not as tech-savvy [9].
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Mobile technologies allowed tourists to custom-fit timing and flexibility into travel planning.
Touristic choices are made on the spur of the moment, selecting among live feeds of data such as
reviews, photos, or geolocation information. According to Stankov and colleagues, mobile-based
decision-making in urban tourism reflects a preference for spontaneity and real-time optimization

[71.

Digital tourism is generally understood as the incorporation of digital technologies in every
realm of tourism. It comprises online booking, virtual tours, user-generated content, and mobile
decision-making. Scholars note that digital tourism is a shift to participatory and customized
experiences [2].

Social media platforms are central to modern travel behavior. Tourists rely on user-generated
content (UGC) to discover places, assess options, and gain insights from peer experiences.
Research shows that UGC is trusted more than formal marketing content due to its perceived
authenticity [3].

RESEARCH RESULTS AND THEIR EVALUATION. PETIJUMA REZULTATI
UN TO IZVERTEJUMS

The ten semi-structured interviews conducted with tourism managers across hotels, travel
agencies, tour operators, restaurants, and tourism-experience providers revealed several recurring
themes about how digital transformation is reshaping tourist decision-making and organizational
strategies in Sri Lanka. Although the managers represented different segments of the industry, their
observations showed strong convergence across five major areas: platform influence, customer
expectations, operational changes, challenges, and future trends.

Managers explained that these platforms serve as “the first point of contact” for most
travelers and often determine where tourists choose to stay, eat, or visit. Visual content especially
Instagram photos and TikTok travel reels was described as particularly powerful in shaping early
interest and expectations. Managers repeatedly emphasized that digital platforms have not only
changed the flow of information but have raised expectations for speed, transparency, and service
quality. Interviewees noted significant internal shifts resulting from digital transformation. Many
organizations now rely heavily on online reservation systems, digital payment tools, social media
promotions and data-driven decision-making.

Daily operational routines increasingly center around monitoring reviews, updating content
across platforms, managing online bookings, and responding to guest messages. Several managers
stated that digital tasks now take up “as much time as traditional operational work.” Despite
acknowledging the importance of digitalization, managers highlighted several barriers:

« Skill gaps among staff, especially older employees.

« High cost of new technologies, software subscriptions, and digital marketing.

« Difficulty keeping up with rapid platform changes.

« Occasional negative or unfair online reviews, which require careful handling.

e Dependence on external platforms, making some businesses feel “controlled by
algorithms.”

The Need for Staff Training and Digital Skills: Most organizations are increasingly investing
in staff training to improve digital literacy. Managers explained that employees must now
understand how to handle online booking systems, how to respond professionally to online reviews,
how to create engaging content and how to interpret analytics. Digital competence has become a
core skill required in frontline tourism jobs. Many managers believe the next phase of digital
transformation will include Al-driven customer service, more personalized travel
recommendations, dynamic pricing, real-time updates on crowd levels and conditions, stronger
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integration between platforms. Some noted that Sri Lankan tourism will need to adapt quickly to
remain competitive internationally.

Empirical research (Table 1) provides key results that set forth a strong cause-effect
relationship between being drawn onto digital platforms and tourist decision-making. The most
used platforms and applications are Google Maps, TripAdvisor, and Instagram. Decisions are made
in the moment, mostly in relation to food, directions, and sights. Social proof, aesthetic appeal, and
perceived credibility are the primary causes.

100 Digital Platforms Used by Tourists

91%

Percentage of Respondents (%)

Platform

Figure 1: Digital Platforms Used by Tourists [1]

Table 1: Survey results [1]

Platform
Respondents
Google 53
Maps
TripAdvisor 44
Instagram 39
Booking.com 32
Facebook 24
Airbnb 21
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CONCLUSION. KOPSAVILKUMS

The study goes on to show that digital platforms greatly influence tourist behavior during
travel in Sri Lanka. Tourists use mobile applications, review platforms, and social media actively
for planning even as far as last-minute decision-making. The very peak of digital activity occurs
during the 10 to 15 minutes just after an arriving at a destination. This is when tourists check maps,
peruse reviews, or share their know-how.

Tourists are ultimately influenced and impacted more by user-generated content than
anything else: images and reviews from their peers. Tourist preferences and choices are shaped by
emotional and social proof much more than by official marketing. This study clearly shows how
tourists use digital platforms to evaluate, adjust, and perfect their travel experiences in real time.
The study thus fulfilled all the set objectives.

Recommendations:

1. The Colombo tourism industry must be very active and keep an updated presence on the
sites most used by tourists (such as Google Maps, TripAdvisor, Instagram) by optimizing listing
info, responding to reviews, and updating photos and content regularly.

2. Targeted digital marketing strategies can thus be developed, depending on the tourist
demography. The younger tourists want more of an area into visual storytelling, whereas the older
tourists go with more informative reviews with convenient features.

3. Digital workshops shall help in empowering small tourism operators. Omnibus training
shall hence be provided to tourism operators and stakeholders across the country, considering they
lack knowledge regarding these digital opportunities and are therefore presently unable to compete
in the online market.

4. Tourism boards and municipalities will be tasked to upgrade and enhance digital
infrastructure with particular attention to Wi-Fi availability in major tourist sites.
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ANOTACIJA

Saja pétijuma tiek analizéti galvenie faktori, kas ietekm@ tiiristu izvéli par vienaudzu savstarpgjas sadarbibas
(P2P) izmitinasanas pakalpojumiem Ukrainas iek$zemes tlrisma tirgli. PEtjjuma, balstoties uz intervijam un platformu
datiem, tiek vertétas celotaju motivacijas, uzticamibas mehanismi, platformu lietojamiba un atrasanas vietas nozime.
Rezultati liecina, ka uzticamiba, pieecjamiba un cena ir bitiskakie patérétaju uzvedibas noteicgji. Petijums ar1 piedava
ieteikumus, ka uzlabot P2P izmitinasanas platformu konkur&tsp&ju un orientaciju uz lietotaju Ukraina.

Atslégvardi: izmitinaSana, koplietoSanas ekonomika, patérétaju uzvediba, P2P platformas, vietgjais tlrisms
ABSTRACT

This study examines the key factors influencing tourists’ choice of peer-to-peer (P2P) accommaodation services
in Ukraine’s domestic tourism market. It analyses traveller motivations, trust mechanisms, platform usability and
location preferences based on interviews and platform data. The findings show that trust, accessibility and price are
the strongest determinants of consumer behaviour. The study also outlines recommendations to enhance the
competitiveness and user-orientation of P2P accommaodation platforms in Ukraine.

Keywords: accommodation, consumer behaviour, domestic tourism peer-to-peer platforms, sharing economy
IEVADS. INTRODUCTION

In recent years, the tourism industry has undergone a profound transformation driven by
digitalisation, social change, and the global rise of the sharing economy. This new model, based
on peer-to-peer (P2P) exchange, allows individuals to rent or share resources such as housing,
transportation, and services through online platforms. [1]. Within the accommodation sector,
services like Airbnb have become popular alternatives to traditional hotels, reshaping consumer
behaviour and introducing new dynamics into the tourism market.

The relevance of this research lies in the increasing importance of the sharing economy
within Ukraine’s domestic tourism sector. As international travel has become more limited due to
economic and geopolitical factors, Ukrainian tourists are showing a growing interest in exploring
their own country. [2] In this context, accommodation choice plays a crucial role in shaping travel
experiences, and P2P platforms have emerged as an affordable, flexible, and digital-friendly
solution.

Despite the rapid growth of peer-to-peer accommodation services, there remains limited
understanding of the key factors influencing Ukrainian tourists’ decisions to use such platforms.
While previous research [3] [4] highlights the importance of price, convenience, and trust,
empirical studies specific to Ukraine’s domestic tourism are scarce. This gap makes it difficult to
assess how local tourists perceive and choose sharing economy accommodation options compared
to traditional providers.
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The aim of this study is to identify and analyse the main factors influencing tourists’ decisions
to use sharing economy accommodation services in the context of domestic tourism in Ukraine.

The object of the research is the behaviour of domestic tourists in Ukraine when selecting
accommodation. The subject is the set of factors shaping tourists’ preferences for peer-to-peer
accommodation platforms.

This study employs desk research and qualitative methods, including the review of academic
literature, analysis of digital platforms, and primary data collection through interviews with
domestic tourists in Ukraine. The findings aim to contribute to a better understanding of consumer
behaviour in the Ukrainian tourism sector and to support the development of sustainable and
competitive sharing economy models.

SVARIGAKAS ATZINAS TEORIJA UN PRAKSE. BASIC THEORETICAL AND
PRACTICAL PROVISION

The development of sharing economy services has significantly influenced the
transformation of the tourism accommodation sector, offering travellers flexible and cost-effective
alternatives to traditional lodging. The theoretical foundations of this model are rooted in the
concept of temporary access over ownership, digital intermediation, and the optimisation of
underutilised assets, as described by Botsman and Rogers [5], who define the sharing economy as
a socio-economic system enabling people to share resources via online platforms. Frenken and
Schor [6] emphasise the peer-to-peer (P2P) nature of such exchanges, in which individuals provide
temporary access to underutilised physical resources, often for monetary compensation. A
consolidated definition, proposed by Schlagwein et al. [7], views the sharing economy as an IT-
facilitated model supporting the commercial or non-commercial circulation of goods and services
without transferring ownership. Within tourism, accommodation represents one of the most
dynamic segments of the sharing economy. Research highlights that P2P accommodation
platforms, such as Airbnb and national platforms, have expanded rapidly due to rising demand for
personalised experiences, affordability, and authenticity in travel. Dolnicar [1] notes that these
platforms have reshaped the lodging market by providing diverse, user-driven alternatives enabled
by online reputation systems and digital intermediation tools that reduce transaction risks and
increase consumer trust. Trust remains central in P2P transactions, with user reviews, ratings, and
identity verification functioning as essential mechanisms that influence tourists’ decisions to book
accommodation.

While theoretical definitions highlight the conceptual foundations of the sharing economy,
its practical advantages become clearer when compared with traditional hospitality models. The
distinct value propositions offered by P2P accommodation can be summarised through a
comparative assessment of the two approaches. Table 1. presents the main advantages of sharing
economy accommodation in contrast to traditional hotels.

Table 1.1.
Advantages of Sharing Economy Accommodation vs Traditional Hotels
Criterion Sharing Economy Traditional Hotels
Cost of stay Generally lower; flexible pricing models | Higher; fixed pricing
Authenticity Located in residential areas; cultural | Often isolated; standardized experience
interaction with locals
Accommodation formats Wide variety: apartments, rooms, | Standardized hotel rooms
houses, unique stays
Social interaction Direct communication with host; local | Limited contact with hotel staff
tips and immersion
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Sustainability Utilizes existing resources; lower | Requires new construction; higher

environmental footprint resource use
Geographic availability Available in rural and remote areas Concentrated in tourist hubs
Local empowerment Local residents act as hosts and earn | Profits go to large companies or chains

income

Compiled by the authors based on the sources [8], [9], [10], [11]

The comparative analysis presented in Table 1 demonstrates the structural and functional
distinctions between P2P accommodation and traditional hotel models. To further contextualise
these differences, it is essential to summarise the core principles and operational features that define
peer-to-peer lodging platforms. These characteristics not only differentiate P2P accommodation
from conventional hospitality but also shape the specific value propositions perceived by
contemporary travellers.

P2P accommodation functions as a digital two-sided marketplace in which hosts offer private
residential spaces, and guests search, book, and communicate through platform interfaces.
Transactions, availability management, and user interactions are fully digitalised, enabling
seamless booking processes and secure online payments. A central element of this system is the
reputation mechanism: user reviews and ratings serve as trust-building tools that reduce uncertainty
and guide decision-making.

Unlike hotels, P2P listings are not standardised, resulting in a wide spectrum of quality,
amenities, and service styles. While this heterogeneity may lead to inconsistencies, it
simultaneously enhances diversity and personalisation. A distinguishing aspect of P2P
accommodation is its orientation toward local immersion. As noted by Coca-Stefaniak et al. [12],
many travellers are motivated by the opportunity to “live like a local,” seeking authentic and
culturally embedded experiences that traditional hotels often do not provide. These features
collectively explain the growing appeal of P2P accommodation among travellers who prioritise
flexibility, affordability, and experiential authenticity.

While the structural and functional characteristics of P2P accommodation explain its growing
presence in the tourism sector, they do not fully clarify why travellers choose such options over
traditional lodging. Existing research highlights that accommodation decisions are shaped by a
combination of economic, social, experiential, and psychological factors. According to Tussyadiah
and Pesonen [8], understanding these motivations is essential for interpreting consumer behaviour
within the sharing economy, as travellers increasingly prioritise affordability, authenticity, and
flexible travel arrangements. Likewise, Moral-Cuadra et al. [13] and Medina-Hernandez et al. [14]
emphasise that social interaction, cultural immersion, and emotional value play a significant role
in shaping preferences. In addition, Zloteanu et al. [15] point to the central importance of trust and
perceived safety in digital peer-to-peer environments. Taken together, these insights demonstrate
that tourists’ accommodation choices are influenced by a complex interplay of financial
considerations, experiential expectations, and personal characteristics, providing the basis for a
more detailed examination of key decision-making factors.

Practical developments in the Ukrainian tourism sector demonstrate that peer-to-peer
accommodation has become an increasingly visible component of the domestic travel market. The
growth of internal tourism, combined with rising demand for flexible and cost-efficient lodging
options, has contributed to the broader adoption of digital platforms facilitating short-term rentals.
The Ukrainian P2P accommodation landscape is characterised not only by the presence of major
global platforms such as Airbnb, but also by the active functioning of national services, most
notably Doba.ua and Dobovo. These local platforms play a significant role in serving domestic
travellers by offering extensive regional coverage, competitive pricing, and interfaces adapted to
Ukrainian linguistic, economic, and cultural contexts. As a result, the structure of the Ukrainian
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P2P accommodation market is shaped by an interaction of globally standardised digital solutions
and locally oriented technological models, which together broaden the range of available lodging
options.

The development of P2P platforms in Ukraine has followed patterns broadly consistent with
global trends. The initial expansion of digital accommodation services reflected worldwide growth
in sharing economy business models and increasing consumer interest in personalised and
affordable lodging. During the COVID-19 pandemic, Ukraine—similarly to other countries—
experienced a temporary surge in demand for short-term rentals, driven by preferences for isolated
stays and non-hotel formats. This growth was followed by a pronounced decline as prolonged
restrictions and mobility limitations reduced travel activity.

A new turning point occurred after the full-scale invasion by the Russian Federation in 2022.
International tourism effectively came to a halt, and domestic tourism declined sharply due to
security concerns, displacement, and infrastructural disruptions. The P2P accommodation sector
was directly affected: listings decreased, hosts exited the market, and platform activity became
strongly region-dependent. Despite the initial contraction, recent observations indicate a gradual
reactivation of domestic travel. Starting from late 2023 and more visibly in 2024-2025, several
regions—most notably Zakarpattia, Lviv, and Kyiv—began to show steady signs of recovery.
Among these destinations, Lviv stands out as a leading example of revitalised domestic tourism
activity. In 2023, tourism enterprises in the region served 82,349 visitors, marking a 12% increase
compared to the previous year [16]. This upward trend further strengthened in 2024, when domestic
tourists accounted for 85% of all visitors, primarily arriving from major urban centres such as Kyiv,
Ternopil, Kharkiv, and Khmelnytskyi [17].

Travel behaviour in the region has also evolved: the average length of stay increased from
2-3 days in 2023 to 3-7 days in 2024, indicating heightened travel confidence and a growing
preference for extended visits. In 2024, tourists visiting Lviv were more likely to stay in hotels
(37%) compared to 2023 (26.2%). Rented apartments (29.6%) are the second most popular
accommodation. The remaining accommodations are as follows: overnight stays at friends' or
relatives' houses (21.7%) and hostels (9.3%) [18]. The broader recovery of Zakarpattia, Lviv, and
Kyiv can be attributed to relatively higher levels of perceived safety, strong cultural attractiveness,
and more stable transport accessibility compared to other regions. In these areas, both international
and national P2P platforms have reported renewed growth in user engagement, reflecting a cautious
but steady return of domestic travellers to digital booking channels.

Overall, the evolution of the Ukrainian P2P accommodation sector illustrates the combined
influence of global technological diffusion, pandemic-related disruptions, and the profound socio-
economic effects of the ongoing war. This practical context outlines the environment within which
the empirical component of the present research was conducted and provides a foundation for
analysing how Ukrainian tourists engage with sharing economy accommodation services under
current conditions.

PETIJUMA REZULTATI UN TO IZVERTEJUMS. RESEARCH RESULTS AND THEIR
EVALUATION

As part of the present research, an analysis was conducted of the three main peer-to-peer
accommodation platforms operating in Ukraine—Airbnb, Dobovo, and Doba.ua—in order to
assess their structure, functionality, and relevance for domestic travellers. These platforms
constitute the core of the Ukrainian short-term rental ecosystem, integrating global digital standards
with locally adapted service models. Examining their operational characteristics provides essential
context for understanding how P2P accommodation functions within the broader landscape of
domestic tourism in Ukraine.
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Airbnb, the largest international platform, has maintained a strong presence in Ukraine since
its introduction prior to the Euro 2012 football championship. Its success is underpinned by
internationally standardised trust-building mechanisms, including secure payment systems, a
robust review and rating infrastructure, and an intuitive interface. Airbnb’s wide range of listings
and emphasis on authentic, “live like a local” experiences have contributed to its popularity among
both Ukrainian and foreign users. Following Russia’s invasion of Ukraine in February 2022,
Airbnb and its non-profit arm Airbnb.org launched an initiative to provide free short-term housing
for up to 100,000 Ukrainian refugees [19]. The programme operated through a multi-stakeholder
model, combining Airbnb’s corporate support, donations to the Airbnb.org Refugee Fund, and
voluntary host participation. At the same time, a global grassroots movement emerged in which
people booked Ukrainian listings without intending to stay, generating nearly $2 million from over
61,000 bookings within two days; Airbnb waived service fees to facilitate this support. These
actions demonstrated how digital platforms can function as tools of crisis response and
transnational solidarity.

In September 2023, Airbnb and the State Agency for Tourism Development of Ukraine
signed a memorandum aimed at supporting the recovery of Ukraine’s tourism sector [20]. The
agreement includes data-sharing cooperation with the Lviv City Portal and collaboration with
international NGOs, reflecting Airbnb’s continued engagement in Ukraine’s economic and social
revitalisation.

Operating alongside Airbnb, two major national platforms play a central role in shaping
Ukraine’s domestic short-term rental market. Dobovo, founded in 2012, is currently the leading
local platform, offering a broad selection of apartments and houses in major cities such as Kyiv,
Lviv, Odesa, and Kharkiv. The company’s mission is to provide a single place where customers
could easily choose and book apartments in just a few minutes. To represent this, the platform was
named "Dobovo”, which in Ukrainian means "per day" or "daily"” — reflecting the short-term rental
focus of the service [20]. Its interface provides detailed descriptions, extensive filtering options,
high-quality photos, and dedicated customer support. Dobovo places a strong emphasis on
competitive pricing and locally relevant features—such as cash payment upon arrival, no-
prepayment options, and filters by metro proximity—making it particularly attractive to domestic
tourists.

The second major national platform, Doba.ua, established in 2009, positions itself as
Ukraine’s number one service for daily rentals directly from property owners [21]. Its model
enables hosts to list their properties for a daily fee and encourages direct communication between
hosts and guests, eliminating intermediary commissions. Offering approximately 42,000 active
listings across more than 270 settlements, Doba.ua provides extensive geographic coverage and
remains popular among price-sensitive travellers and those seeking authentic local
accommodations.

In addition to these platforms, the Ukrainian market has also seen the emergence of smaller
local services, such as MUSHROOM, which attempted to replicate Airbnb’s model on a regional
scale during the mid-2010s. Although no longer widely active, such initiatives demonstrate the
continued local interest in developing Ukrainian-based solutions within the P2P accommaodation
sector.

A comparative analysis of these platforms enables a clearer understanding of their
operational distinctions and competitive positioning. Table 2. summarises key characteristics of
Airbnb, Dobovo, and Doba.ua, including their year of establishment, geographic coverage, pricing
models, payment and communication systems, and platform-specific features.

184



Table 2.1.
A Comparison of Major Short-Term Rental Platforms in Ukraine

Metric Airbnb Doba.ua Dobovo

Year Established 2008 2009 2012

Number of Listings (in | 15000+ 42000+ 50000+

Ukraine)

Language Support Multiple languages Ukrainian, Russian, | Ukrainian, Russian, English

English

Platform/Mobile App Available on  i0S, | Mobile-friendly website | Available on iOS, Android,
Android, Web only Web

Payment Methods Credit cards, PayPal, | Credit cards, bank | Credit cards, PayPal, bank
Apple Pay transfers, cash transfer

Customer Support 24/7 via chat, phone, | Chat, phone, email Chat, phone, email
email

Fees Guest: ~14%, Host: ~3% | No guest fees Guest: ~10%, Host: 5-10%

Platform Features Review system, | Direct contact with | Superhost rating, review
Superhosts, Experiences | hosts, no intermediaries | system, photo verification

The comparison highlights clear strengths and limitations of each platform. Airbnb is
recognised for its international standards, strong trust mechanisms, and the widest range of listings,
although it charges the highest service fees. Doba.ua appeals to price-sensitive travellers through
fee-free guest bookings and extensive regional coverage, yet the absence of a mobile app and
reliance on cash payments reduce convenience and perceived security. Dobovo distinguishes itself
with verified listings and Ukrainian-language support, making it user-friendly for domestic
travellers; however, its smaller inventory limits choice.

Despite positioning itself as Ukraine’s leading short-term rental platform, Dobovo offers
fewer listings than its competitors. For instance, a search for accommodation in Lviv for 9-10
October 2025 returned 560 listings on Airbnb, 231 on Doba.ua, and only 138 on Dobovo. These
findings suggest that Airbnb maintains a dominant position in terms of supply, while Doba.ua holds
a strong competitive presence in the local market. Dobovo’s reduced inventory may reflect a
smaller host base or slower expansion.

Overall, although Airbnb continues to dominate the Ukrainian market, national platforms
play a significant role by offering localised customer support, flexible pricing, and services tailored
to domestic users. Ukraine’s short-term rental sector is therefore shaped not only by global digital
platforms but also by the growing relevance of locally developed alternatives.

Interview data further illustrate how travellers navigate these options and what factors shape
their accommodation choices in practice.

The interviews aimed to identify the main drivers of guest preferences and the barriers that
limit the adoption of P2P services. Eight in-depth interviews were conducted with travellers of
different ages, regions, and travel purposes; the key results are summarised in Table 3.

Table 2.2.
Key Findings from Interviews on Factors Influencing Tourist Preferences in P2P
Accommodation in Ukraine
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1.Female, | Airbnb, | 4/5 5/5 4/5 3/5 3/5 Preferred flexible
29 Dobovo cancellation policy
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2.Male, Airbnb | 4/5 4/5 5/5 5/5 4/5 Interest in local
34 experiences and tours
3.Female, | Doba.ua, | 5/5 3/5 3/5 4/5 4/5 Importance  of  eco-
42 Dobovo friendly accommodations
4 Female, | Airbnb, | 5/5 5/5 2/5 4/5 5/5 Concern over hidden fees
25 Doba.ua

5.Male, Airbnb | 2/5 4/5 4/5 4/5 5/5 Preference for direct
38 communication with host
6.Female, | Dobovo, | 4/5 4/5 4/5 3/5 5/5 Interest in  booking
31 Airbnb through mobile apps
7.Male, Doba.ua | 4/5 4/5 5/5 3/5 3/5 Desire  for long-term
45 rental options

8.Male, Dobovo | 5/5 4/5 5/5 4/4 3/5 Preference for central city
56 locations

The interview data indicate that Trust & Safety, Location & Accessibility, and Price
Sensitivity consistently emerge as the most decisive factors. Many travellers consider location even
more important than price, especially when visiting Kyiv, Lviv, or the Carpathian region. This
corresponds with previous research indicating that location and price are the strongest predictors
of accommodation choice. Trust is similarly essential: all interviewees emphasised reliance on
reviews, ratings, and verified host profiles. As one respondent noted, “Good reviews make me feel
safe booking even in a new city.” Platform patterns also emerged: Airbnb users prioritise trust and
platform guarantees, whereas users of Doba.ua and Dobovo emphasise affordability and direct host
communication.

Demographic differences further influence preferences. Older travellers place greater
emphasis on central locations and convenience, while younger and more tech-savvy users prioritise
mobile usability, flexible cancellation, and app-based communication. Secondary preferences—
such as sustainability, clear pricing, or mobile-friendly booking—often determine the final choice
among similar listings.

Insights from industry professionals

Interviewed hosts highlight the importance of service quality and consistent property
maintenance. As one Dobovo host explained: “Each new guest should feel like the first renter...
The dishes, pans, and pots must shine as if they have just come from the store.” Another emphasised
the importance of communication: “It must be treated as a job... you need to always be available
and meet guests even at night.”

Hosts also value platform trust and reliability. Dobovo is praised for responsive support and
user stability: “I like the service... fast reaction and responsiveness of Dobovo’s team.” Dobovo
staff similarly stress the role of design and mobile usability. After a major redesign guided by
mobile analytics, the platform reported a 12.5% increase in mobile conversion and a 35% rise in
booking-page interactions, demonstrating that transparency and ease of navigation directly
influence customer behaviour.

From the perspective of Doba.ua’s founder, Evgeniy Lavreniuk, the platform’s success
comes from its owner-payment model: “We were the only site that offered apartment rentals in all
cities of Ukraine. .. The main query ‘daily apartment rental Khmelnytskyi’ was already in the TOP-
5 within two weeks” [22].This early SEO advantage and national coverage supported rapid growth
and enabled the company to recover its initial USD 3,000 investment within 1.5 years. Doba.ua
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further strengthens trust through educational content for hosts and practical travel advice for guests,
ensuring more transparent and informed use of the platform.

Barriers to the adoption of P2P accommodation in Ukraine

Despite growing interest, several challenges remain. A primary barrier is transaction security,
particularly when booking through local platforms that rely on cash payments and offer fewer
guarantees than Airbnb. Price transparency is another issue: hidden fees and additional charges
reduce trust and deter cost-sensitive travellers. Inconsistent quality standards, due to the absence
of mandatory inspections, lead to variability in guest experience. External factors—such as the
ongoing war, regional infrastructure damage, fluctuating energy prices, and uneven
accommodation supply—rfurther restrict the availability and stability of the P2P rental market.

In summary, while affordability matters, trust and location remain the dominant drivers of
tourist decision-making. Travellers prefer platforms that offer transparent information, strong trust
signals, and intuitive, mobile-optimised booking systems. Hosts and platform employees reinforce
these priorities through their emphasis on cleanliness, communication, pricing clarity, and user-
friendly design.

KOPSAVILKUMS. CONCLUSION

This study examined the factors shaping tourists’ preferences for peer-to-peer (P2P)
accommodation services within Ukraine’s domestic tourism market and assessed the role of major
digital platforms in facilitating short-term rentals. Drawing on interview data and platform analysis,
the research demonstrates that tourists’ decisions are driven primarily by three core considerations:
trust and safety mechanisms, location and accessibility, and price sensitivity. Digital trust—
expressed through reviews, ratings and verified host information—plays a central role in reducing
perceived risks and remains essential for both new and experienced users of P2P services. At the
same time, travellers consistently emphasise the importance of convenient and accessible locations,
often prioritising proximity to key attractions or transport links even over cost considerations.

The analysis of Airbnb, Dobovo and Doba.ua revealed a diversified and competitive P2P
ecosystem in Ukraine, where global standards coexist with locally adapted features and pricing
models. While Airbnb continues to dominate in terms of supply and trust infrastructure, national
platforms maintain strong positions through localised support, flexible payment options and
region-specific filters. Host and platform representative insights confirmed the importance of
transparency, usability and consistent service quality in attracting and retaining guests.

Importantly, the findings must be viewed in the broader socio-economic context shaped by
the ongoing war. The Russian invasion of 2022 caused a dramatic decline in both international and
domestic tourism, significantly disrupting accommodation markets. However, by 2023-2024, signs
of gradual recovery became evident—particularly in relatively safer regions such as Lviv,
Zakarpattia and Kyiv, where P2P platform activity and domestic mobility increased. As Ukraine
moves toward long-term reconstruction, it is expected that international tourism will eventually
resume, bringing new opportunities and competitive pressures to the accommodation sector.

Preparing for this future requires strengthening trust mechanisms, ensuring transparent
pricing, improving mobile usability, and supporting hosts through education and platform-driven
quality standards. By addressing existing barriers and aligning services with evolving traveller
expectations, Ukraine’s P2P accommodation market will be better positioned not only to support
domestic tourism recovery but also to compete effectively once international tourism rebounds.

187



LITERATURAS UN AVOTU SARAKSTS. REFERENCES

1. Dolnicar, S. (2018). Peer-to-Peer Accommodation Networks: Pushing the Boundaries. Goodfellow Publishers
Limited,

2. Tomej, K., & Bilynets, I. (2024). A living systems perspective on tourism development in Ukraine. Annals of
Tourism Research, 109, 103856. https://DOI.org/10.1016/j.annals.2024.103856

3. Gajdzik, Bozena, et al. (2025) Collaborative Consumption and Its Implication for Sustainable Consumption of
Generation Z in Ukraine.” Sustainability, vol. 17, no. 10, 4456. DOI:10.3390/su17104456

4. Haponenko, H., Yevtushenko, O., Shamara, I., & Annenkova, V. (2024). Prospects for the use of sharing
mechanisms in the tourism industry of Ukraine. The Journal of V. N. Karazin Kharkiv National University. Series
"International Relations. Economics. Country Studies. Tourism", (19), pp. 69—78.

5. Botsman, R., & Rogers, R. (2010). What’s Mine Is Yours: How Collaborative Consumption is Changing the Way
We Live. HarperBusiness, 211 p.

6. Frenken, K., & Schor, J. (2017). Putting the sharing economy into perspective. Environmental Innovation and
Societal Transitions. In: A Research Agenda for Sustainable Consumption. Governance Edward Elgar Publishing
Limited, pp. 121-136.

7. Schlagwein, D., Schoder, D., & Spindeldreher, K. (2019). Consolidated systemic conceptualization and definition
of the sharing economy. Journal of the Association for Information Science and Technology, 71(7), pp. 817-838.
DOI:10.1002/asi.24300

8. Tussyadiah, I. (2016). Factors of satisfaction and intention to use peer-to-peer accommodation. International
Journal of Hospitality Management, 55, p. 7 DOI:10.1016/j.ijhm.2016.03.005

9. Perkumiené, D., et al. (2021). The sharing economy towards sustainable tourism: An example of an online
transport-sharing platform. Journal of Tourism and Services, 13(19): 10955. DOI:10.3390/su131910955

10. Navickas, V., et al. (2021). The Impact of the Sharing Economy as an Ecosystem on the Tourism Sector. Journal
of Tourism and Services, 22 (12), p. 66. DOI: 10.29036/jots.v12i22.241

11. World Bank. (2018). Tourism and the Sharing Economy: Policy Potential of Sustainable Peer-to-Peer
Accommodation. Available:https://documents.worldbank.org/en/publication/documents-
reports/documentdetail/161471537537641836/tourism-and-the-sharing-economy-policy-potential-of-sustainable-
peer-to-peer-accommaodation

12. Coca-Stefaniak, J. A., et al (2017). Living like a local: Authentic tourism experiences and the sharing economy.
International Journal of Tourism Research, 19(6), pp. 619—628

13. Moral-Cuadra, S., et al. (2021). Peer-to-Peer Tourism: Tourists’ Profile Estimation through Artificial Neural
Networks. Journal of Theoretical and Applied Electronic Commerce Research, 16(4), 1120-1135.
DOI:10.3390/jtaer1604006

14. Medina-Hernandez, V. C., et al. (2024). Attributes influencing guests’ experiences: a comparison of nonprofit and
for-profit peer-to-peer accommodation platforms. Information Technology & Tourism, 26(2), 255-291.
DOI:10.1007/s40558-024-00289-w

15. Zloteanu, M., et al . (2018). Digital identity: The effect of trust and reputation information on user judgement in
the sharing economy. PloS One, 13(12), €0209071. DOI:10.1371/journal.pone.020907

16. Tourists in Lviv 2024: What does a typical portrait of a city guest look like during the war? (2024) Tourists in Lviv
2024: What does a typical portrait of a city guest look like during the war?
https://visitukraine.today/ru/blog/4664/tourists-in-lviv-2024-what-does-a-typical-portrait-of-a-city-visitor-look-
like-during-the-war?srsltid=AfmBOoqJY2cUB_PBbY 1eScu0-k0-XASUAEFX5qYYfVmkF4QLA4ulbPu5#kto-
priezzaet-vo-lvov-v-2024-godu

17. Lviv official tourist site (2025) Guests of Lviv in 2024. Who are they? Available: https://lviv.travel/en/news/hosti-
Ivova-u-2024-khto-vony-doslidzhennia?srsltid=AfmBOopAgWy6owe-
008aB34M3ujn8VVeXgChZy45MIyrkxAhs6aD74Ks

18. Airbnb. (2022). Support for refugees fleeing Ukraine [Press release]. Airbnb Newsroom. Available:
https://news.airbnb.com/help-ukraine/

19. Airbnb. (2023, September 25). Airbnb and Ukraine sign joint memorandum of understanding to support post-war
tourism [Press release]. Airbnb Newsroom. Available: https://news.airbnb.com/airbnb-ukraine-have-signed-a-
joint-memorandum-to-support-post-war-tourism/

20. Dobovo. (2025). Who we are?! Available: https://www.dobovo.com/who-we-are.html

21. Doba.ua. (2025). Company history. Available: https://doba.ua/eng/about.html

22. JlaBpentok E. (2019). Mapxkermeiic Doba.ua Hagan mpeHOCHTH JOXOM depe3 rof mocie 3amycka. Available:
https://ru.wiki.rademade.com/interview-ievgen-lavreniuk-doba-ua

188


https://doi.org/10.1016/j.annals.2024.103856
https://documents.worldbank.org/en/publication/documents-reports/documentdetail/161471537537641836/tourism-and-the-sharing-economy-policy-potential-of-sustainable-peer-to-peer-accommodation
https://documents.worldbank.org/en/publication/documents-reports/documentdetail/161471537537641836/tourism-and-the-sharing-economy-policy-potential-of-sustainable-peer-to-peer-accommodation
https://documents.worldbank.org/en/publication/documents-reports/documentdetail/161471537537641836/tourism-and-the-sharing-economy-policy-potential-of-sustainable-peer-to-peer-accommodation
https://lviv.travel/en/news/hosti-lvova-u-2024-khto-vony-doslidzhennia?srsltid=AfmBOopAgWy6owe-q08aB34M3ujn8VVeXgCbZy45MIyrkxAhs6aD74Ks
https://lviv.travel/en/news/hosti-lvova-u-2024-khto-vony-doslidzhennia?srsltid=AfmBOopAgWy6owe-q08aB34M3ujn8VVeXgCbZy45MIyrkxAhs6aD74Ks
https://lviv.travel/en/news/hosti-lvova-u-2024-khto-vony-doslidzhennia?srsltid=AfmBOopAgWy6owe-q08aB34M3ujn8VVeXgCbZy45MIyrkxAhs6aD74Ks
https://news.airbnb.com/help-ukraine/
https://news.airbnb.com/airbnb-ukraine-have-signed-a-joint-memorandum-to-support-post-war-tourism/
https://news.airbnb.com/airbnb-ukraine-have-signed-a-joint-memorandum-to-support-post-war-tourism/
https://www.dobovo.com/who-we-are.html
https://doba.ua/eng/about.html

ANALYSIS OF PREMIUM ALCOHOL PROMOTION METHODS IN
LATVIAN LEISURE VENUES

Farrukh Mirakhmedov, Latvia

Baltic International Academy, Riga

Business Management and Administration departament
farrukh.mir93@gmail.com

Scientific tutor: Dr. oec, as. prof. Alla Iljina

ANOTACIJA

Saja pétijuma tiek analizétas augstakas klases alkoholisko dzérienu veicinaganas metodes Latvijas izklaides
vietas, tostarp naktsklubos, restoranos un kokteilbaros. P&tjjuma tiek izvértétas bezcenu veicinaSanas stratégijas,
pieméram, pasakumu marketings, vietas zZimolvediba, komunikacija socialajos tiklos un personala ieteikumi. Rezultati
apliecina pieredz¢ balstitu un konsultativu pieeju efektivitati premium zimolu poziciong$anas atbalstam un ilgtsp€jigas
vertibas radisanai.

Atslégvardi: augstakas klases alkohola marketings, izklaides vietas, reklamas metodes, patérétaju uzvediba,
normativo aktu ievéro$ana

ABSTRACT

This study explores promotion methods for premium alcoholic beverages in Latvian leisure venues, including
nightclubs, restaurants, and cocktail bars. The research evaluates non-price-based strategies such as event promotion,
venue branding, social media communication, and staff recommendations. The findings highlight the effectiveness of
experiential and consultative approaches in supporting premium brand positioning. The study concludes that
experience-driven promotion methods are more suitable for the premium alcohol segment than price-based incentives
and contribute to sustainable value creation.

Keywords: premium alcohol marketing, leisure venues, promotion methods, consumer behavior
IEVADS. INTRODUCTION

The premium alcohol market in Latvia creates a practical challenge for marketers and venue
operators: how to effectively promote high-end products without relying on price-based incentives.
Riga concentrates approximately 60—70% of Latvia’s premium entertainment venues, highlighting
a significant domestic demand for premium on-premise consumption experiences. [1]

In this context, the relevance of this research lies in identifying promotion strategies that
align with the high value of the product. The paper examines five promotion methods applicable
to three leisure venue formats: nightclubs, restaurants, and cocktail bars. These methods include
event promotion, social media communication, venue branding, staff recommendations, and
welcome drinks or tastings. [2]

The aim of this study is to synthesize venue-level data and financial context to identify which
methods deliver optimal effectiveness. To guide this investigation, the following research
guestions are proposed:

e Which premium alcohol promotion method is considered most effective for Latvian leisure
venues?
e What factors influence purchase decisions for premium alcoholic beverages in these settings?
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SVARIGAKAS ATZINAS TEORIJA UN PRAKSE. BASIC THEORETICAL AND
PRACTICAL PROVISION

Theoretical Framework: Promotion Methods

Premium alcohol positioning emphasizes quality, craftsmanship, origin, exclusivity, and
experiential value rather than price. Theoretical research on premium beverage consumption
indicates that price-based promotion fundamentally undermines premium brand positioning.
Reducing the price signals that products are interchangeable commodities rather than distinctive
experiences.

Contrastingly, memorable experiences defined by sensory differentiation, story-based
engagement, and environmental atmosphere generate higher consumer engagement and repeat
visitation than price incentives. Experience-driven marketing strategies create emotional
connections and loyalty in leisure markets. [3]

Furthermore, the role of staff is critical. Bartender or sommelier recommendations function
as a key influence mechanism, particularly in on-premise settings where consumers may lack full
product information. This "consultative selling” model leverages expert status and personal
interaction to reduce information asymmetries and overcome price sensitivity. Additionally, event-
based promotion creates “concentrated demand occasions™ where premium alcohol consumption
becomes socially expected and status-signalling, amplifying per-occasion spending. [4]

Venue Segment Definitions To ensure accurate analysis, the study categorizes venues into
three distinct segments:

« Nightclubs: Late-night venues where bottle service and premium spirits generate
the highest margins. The target demographic is typically ages 18-35.

« Restaurants: Food-centric venues where premium alcohol plays a complementary
role, with sommelier or waiter recommendations serving as the key influence mechanism.
The target demographic spans ages 25-55.

« Cocktail Bars: Drink-focused venues emphasizing mixology craftsmanship and
bartender expertise, targeting ages 25-45. [5]

PETIJUMA REZULTATI UN TO IZVERTEJUMS. RESEARCH RESULTS AND THEIR
EVALUATION

The analysis evaluated five promotion methods across the three venue types using a
consistent measurement framework including seasonal applicability, cost level, and expected profit
impact.

Venue Type | Most Effective | Profit Impact | Cost Level Key Success Factor
Method

Nightclubs Event/party +20-45% €500- VIP activation, social
promotion premium sales | 3,000/event proof

Restaurants | Event/party +20-30% €500- Fixed packages, repeat
promotion premium sales | 2,000/event orders
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Cocktail bars | Bartender +18-30% €600-1,500 40-55% upgrade
recommendations | premium training acceptance
spirits

Table 1: Promotion Effectiveness by Venue Type [6]

1. Nightclub Segment Findings. In the nightclub segment, event promotion emerges as the
most effective method. Thematic events, such as New Year parties or tropical nights, generate the
highest measurable impact, with a 20-45% premium spirits revenue increase on event nights. The
success of this method is driven by concentrated demand occasions and VIP table activation, which
sees 30-50% higher bookings on event nights. VIP tables provide 200—-350% higher margins than
single drinks. Cost-effectiveness is notably high during summer and major holidays, often
generating a 3-5 times return on investment. Secondary methods in nightclubs include social media
communication and venue branding. Sustained social media campaigns drive an 8—18% booking
rate improvement on promoted nights. Venue branding delivers a 12—-32% premium category share
increase with an ongoing effect over 1-3 months. [7]

2. Restaurant Segment Findings. For restaurants, the most effective promotion method is
themed wine or spirits dinners. These scheduled events produce a 20—-30% increase in premium
alcohol sales monthly. The impact mechanism relies on a fixed-price package structure that ensures
high volume and high unit price simultaneously. Furthermore, post-event behavior analysis shows
that 25-40% of attendees reorder featured brands during regular visits in the following 4-8 weeks.
Welcome drinks and pre-dinner cocktails also show positive results. All-year aperitif programs
drive a 10-20% increase in premium aperitif sales. Effectiveness is particularly strong for business
lunches and celebrations where guests engage with sommelier-guided selections. [8]

3. Cocktail Bar Segment Findings. In cocktail bars, bartender recommendations and
storytelling constitute the highest-value promotion tool. Following structured training on product
knowledge and storytelling, venues experience an 18-30% increase in premium spirits sales. Well-
trained bartenders achieve a 40-55% acceptance rate for premium spirit upgrades through
expertise-framed suggestions, compared to less than 20% for aggressive questioning. Storytelling
and engagement further increase the likelihood of additional orders by 15-25%. Social media
campaigns remain relevant for this segment, driving a 12-22% walk-in and booking rate
improvement through visually engaging content and behind-the-scenes bartender storytelling. [9]

Evaluation of Sales Promotions The analysis also highlights a critical caveat regarding sales
promotions such as happy hours or "2 for 1" offers. While these promotions generate a 30-50%
short-term volume increase, they result in substantial margin erosion and brand positioning
damage. Price-sensitive customers acquired through such promotions demonstrate lower repeat
visitation and lifetime value, which directly contradicts a premium positioning strategy.
Consequently, data suggests that over 70% of premium cocktail bars have abandoned happy hour
promotions because they do not make financial or strategic sense.

KOPSAVILKUMS. CONCLUSION

The analysis of premium alcohol promotion methods in Latvian leisure venues reveals a
decisive shift toward experiential and consultative marketing. The research confirms that different
venue types require distinct promotion hierarchies to maximize effectiveness.

For nightclubs, event and party promotion is paramount, delivering a 20—45% increase in
premium sales. This success is driven by the creation of concentrated demand occasions and the
activation of high-margin VIP tables. For restaurants, the most effective strategy is the
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implementation of themed wine and spirits dinners, which achieve a 20-30% sales uplift through
fixed-price packages and significant post-event repeat ordering. In the cocktail bar segment, the
expertise of the staff is the primary driver of value; bartender recommendations generate an 18—
30% increase in premium spirits sales through consultative selling.

Across all venue types, secondary methods such as social media communication and venue
branding demonstrate consistent but moderate effectiveness, contributing 8-18% and 5-10%
uplifts respectively.

The practical implications for venue operators are clear. Investment should be prioritized into
staff training and retention, viewing bartenders and sommeliers as a primary competitive
advantage. Operators should develop signature event programming aligned with seasonal demand
and focus on creating "Instagram-optimized" experiences. The results support the conclusion that
non-price promotion tools align better with premium positioning. Sales promotions that rely on
discounts are shown to erode margins and damage brand equity, whereas experiential methods
build long-term value.
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ANOTACIJA

Ekotuirisms veicina dabas aizsardzibu un ilgtsp&jigu attistibu, stiprinot vietgjas kopienas un saglabajot
pamatiedzivotaju kultiiru. Nigérija un Kamertina progresu kavé tadi izaicinajumi ka nepietickams finansgjums,
malumednieciba, vaja infrastruktiira un pamatiedzivotaju zinasanu samazinasanas. Ekotiirisma un kulttras un dabas
mantojuma saglabasanai bitiski ir stiprinat kopienas balstitu tirismu, veicinat kultiras saglabasanu un iesaistit vietgjos
iedzivotajus lémumu pienemsana.

Atsleégvardi: Ekotlrisms, Ilgtspgiga attistiba, Kopienas balstits torisms, Kultliras saglabasana,
Pamatiedzivotaju kulttira

ABSTRACT

Ecotourism supports conservation and sustainable development by empowering host communities and
preserving indigenous culture. In Nigeria and Cameroon, challenges such as poor funding, poaching, weak
infrastructure, and declining indigenous knowledge hinder progress. Strengthening community-based tourism,
promoting cultural preservation, and involving locals in decision-making are essential for sustaining ecotourism and
protecting cultural and natural heritage.

Keywords: Community-Based Tourism, Cultural Preservation, Ecotourism, Indigenous Culture, Sustainable
Development

INTRODUCTION

Ecotourism, in simple terms, is about travelling to natural places without spoiling them. It
involves learning about nature and culture while ensuring that the environment is protected and
local communities® benefit, and it should also help tourists develop better attitudes toward
conserving nature (Eagles, 1992; Dixon et al., 1995). These days, the idea behind ecotourism is
that people should travel in a way that doesn't cause harm. Many travelers who care about the
environment try to stay in places that use fewer resources, avoid waste, and support conservation.
Small actions like turning off light, reducing water use, or choosing low-impact accommodation
all help. When ecotourism is properly managed, it supports local communities, brings money into
the area, and encourages the protection of natural and cultural sites.

Nigeria has about 200 million people from almost 300 ethnic groups. The major ones are
Yoruba, Hausa and Igbo. Each group has its own traditions. The Yoruba have a strong belief system
centered on Olorun. The Hausa people, who have practiced Islam for many centuries, keep to their
traditional dressing and social customs. The Igbo follow their traditional beliefs known as Odinani,
even though many people now combine it with modern religion. Their dress, ceremonies and
general way of life still reflect their culture.
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In Cameroon, indigenous people are mainly grouped into forest communities (often called
“Pygmies”) and the Mbororo. Ecotourism is growing there as a way of showing their natural and
cultural heritage. The country benefits from its forest, wildlife and cultural diversity, which attract
visitors. But the sector also faces problems, environmental pressure, security issues, and limited
support for local communities.

Research Problem.

Even though Nigeria and Cameroon have strong cultural diversity and rich natural resources,
ecotourism has not grown the way it should. There are issues like environmental damage,
insecurity, and low community involvement. Many tourists also don't fully understand the purpose
of ecotourism. Because of this, the results expected from ecotourism are not matching the actual
situation on ground.

Why This Study Is Important.

The topic is relevant now because communities are struggling with climate change, loss of
forests, and unemployment. Ecotourism offers one of the practical ways to protect the environment
while also helping people earn income. Both countries are searching for better ways to support
local communities, so looking at how culture connects with ecotourism is very timely.

Goal of the Research.

The main aim is to look at how indigenous cultural practices support ecotourism in Cameroon
and Nigeria and to identify lessons that can help improve sustainable tourism in both countries.

Research Design.

The study uses a comparative qualitative approach, basically comparing how both
countries handle ecotourism and the role culture plays in it.

Method Used.

The work is based on document analysis journals, books, reports, and case studies followed
by content analysis to pick out the important ideas and patterns.

BASIC THEORETICAL AND PRACTICAL PROVISION

Basic Provisions.

This study is about how indigenous culture links with ecotourism in Nigeria and Cameroon.
Both countries have a lot of different ethnic groups and also rich forests, rivers, and wildlife. But
ecotourism is not very strong yet. Some reasons are lack of awareness, poor community
involvement, and insecurity. The study wants to see how culture helps ecotourism work and what
lessons can be learned. It also looks at challenges and what can improve the situation.

Theoretical Provisions.

There are some ideas behind the study. First, local knowledge is important. People in these
communities have rules, taboos, and traditions that protect nature. For example, some forests are
sacred and not touched. This helps wildlife and plants survive. Another idea is that ecotourism can
only succeed if culture and nature are protected. Communities that care about their traditions are
more likely to manage resources well. Also, the study assumes that involving people makes tourism
better. When locals participate, they can earn money and keep their culture alive.

Practical Provisions.

On the practical side, the study looks at what can be done to make ecotourism better. First,
communities should be part of tourism planning. Local communities ought to oversee tourist
locations, direct visitors, and operate small enterprises. Additionally, infrastructure such as roads,
signage, and modest accommodations is essential, but it must not negatively impact the
environment. Cultural celebrations, holy places, and customs require safeguarding, and both
governmental and non-governmental organizations should assist communities in their
management.
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RESEARCH RESULTS AND THEIR EVALUATION

Role of Indigenous Culture in Ecotourism.

From the materials studied, local culture affects ecotourism in Cameroon and Nigeria.
Tourists are attracted to local festivals, traditional practices, and community rules for using forests
and wildlife, which make the experience feel authentic rather than staged (Mbete & Fon, 2019;
Ministry of Environment, 2021). In Nigeria, similar patterns occur, where local stories, handmade
crafts, and community traditions enrich the tourist experience and allow visitors to understand both
the natural environment and the way people live and preserve their history (Onwuka & Adeyemi,
2018; Kayode, 2020).

Local culture also helps protect the environment, as some Nigerian communities guard sacred
forests and follow unwritten rules to prevent overuse, while taboos and traditional leaders play
important roles in safeguarding the land-traditional practices that keep the environment healthy for
tourists (Ezeonu, 2021; Ajayi, 2017).

Community Participation and Ecotourism.

Community involvement is very important. In Cameroon, when locals run projects, people
get jobs, small businesses grow, and they help protect wildlife (Mbete & Fon, 2019). Still, problems
exist. The government gives little support. Training is limited. Sometimes, communities fight over
who benefits.

Nigeria faces similar challenges, as communities contribute culture, labour, and local
knowledge, yet many projects still fail due to poor roads, weak infrastructure, and planning
processes that overlook community input, while tourism contributes to the national economy but
has far greater potential in rural areas (Onwuka & Adeyemi, 2018; National Bureau of Statistics,
2022).

Ecotourism and Conservation.

The effect of ecotourism on conservation varies, as it can support environmental protection
when properly managed, but poor management can lead to negative impacts (Eagles, 1992;
UNWTO, 2020).

In Nigeria, some protected areas have better wildlife monitoring because communities help
(Kayode, 2020). In Cameroon, some parks have less poaching, but others face pressure from farms
and nearby settlements (Ministry of Environment, 2021).

Comparison between Cameroon and Nigeria.

Looking at both countries:

e (Cameroon has more community projects, but governance is a problem.

e Nigeria has many cultural and natural resources, but weak policies and poor
infrastructure slow growth.

e Both use local knowledge, but Cameroon gives it more official recognition.

e Cultural heritage shapes what tourists expect and experience in both
countries.

Evaluation of Findings:

Match with Existing Theories.

The results align with expert views, showing that ecotourism is most effective when
communities are actively involved, and in both Cameroon and Nigeria, local culture and knowledge
play essential roles in achieving sustainable tourism (Dixon et al., 1995).

Role of Indigenous Knowledge.

Local knowledge is highly important, as community rules and values contribute to effective
environmental management, and combining these traditional practices with government
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regulations could strengthen conservation, particularly in areas where government oversight is
limited (Ezeonu, 2021; Ajayi, 2017).
Challenges.
Problems still exist:
e Policies overlap or are unclear, especially in Nigeria.
e Infrastructure is poor, making tourism hard in rural areas.
e Benefits from tourism are not shared fairly, causing tension.
e Training is limited, so communities cannot help fully.
These problems slow ecotourism and make both countries lag behind international standards
(UNWTO, 2020).
Positive Outcomes.
Some good results appear:
e (ultural festivals and heritage sites still attract tourists.
e In Cameroon, community projects improve income and protect nature.
e In Nigeria, some protected areas improve because communities are
involved.
Indigenous culture is not just for tourists. It also helps protect the environment and supports
local people.
Policy Suggestions
From these findings:
¢ Include indigenous knowledge in tourism plans.
e Make benefit-sharing fair and clear.
e Governments should invest in roads, buildings, and support.
e Give communities training to manage tourism better.

CONCLUSIONS AND PROPOSALS

1. This study has highlighted how deeply indigenous culture is intertwined with ecotourism in
Cameroon and Nigeria.

2. Across both countries, it is evident that local traditions, festivals, storytelling, and artisanal
practices are not mere attractions, they form the backbone of authentic tourist experiences.

3. Communities contribute knowledge, labour and cultural resources, which not only enrich
visitors’ experiences but also reinforce the protection of natural habitats.

4. Sacred groves, taboos and locally enforced rules demonstrate that conservation can emerge

from long-standing social norms rather than top-down regulations alone.

Integrate indigenous knowledge into tourism plans.

Ensure fair benefit-sharing mechanisms.

Invest in eco-friendly infrastructure.

Provide training for community-led tourism management.

NGO

REFERENCES

1. Aniramu, O., Okebugwu, J., Olawale, J., & Afolabi, O. (2025). Structural equation modelling of tourism
development in Nigerian eco-destinations: A framework for sustainable growth. Sustainable Earth Reviews, 8(1),
(https://link.springer.com/article/10.1186/s42055-025-00108-y)

2. Asifat, J.,, Samotu, ., & Awe, G. (2025). Evaluating the socio-economic contributions of the Osun Osogbo
festival on southwestern Nigeria: Insights for sustainable tourism. Innovations: The Journal of Multidisciplinary
Research, 81, 1852—-1867. (https://journal-innovations.com/assets/uploads/doc/5f510-1852-1867.09578.pdf)

3. Echeverri, A., & Armitage, D. (2024). Can ecotourism help promote and celebrate cultural diversity and
biodiversity? Natural Capital Project Report. Stanford University.

196


https://link.springer.com/article/10.1186/s42055-025-00108-y
https://journal-innovations.com/assets/uploads/doc/5f510-1852-1867.09578.pdf

10.

(https://naturalcapitalproject.stanford.edu/news/can-ecotourism-help-promote-and-celebrate-cultural-
diversity-and-biodiversity)

Fokeng, R. M. (2023). Assessing the impact of ecotourism on livelihood of the local population living around the
Campo Ma’an National Park, South Region of Cameroon. Journal of Hospitality Management and Tourism,
14(2), 45-58.
(https://www.researchgate.net/publication/376951472 FACTORS INFLUENCING LOCALS' PERSPECTIVES O
N TOURISM DEVELOPMENT IN CAMEROON)

Harilal, V., & Tichaawa, T. M. (2024). Regeneration of ecotourism in Cameroon: Geopolitical conflict, crisis,
and conservation. Journal of Ecotourism. Advance online publication.
(https://www.tandfonline.com/doi/full/10.1080/14724049.2024.2372112#abstract)

Harilal, V., Tichaawa, T. M., & Mhlanga, O. (2024). Leveraging social capital for the recovery and regeneration
of the ecotourism sector in Cameroon. Development Southern Africa. Advance online publication.
(https://www.tandfonline.com/doi/full/10.1080/0376835X.2024.2329557)

Mapiye, C., Mapiye, V., Dzama, K., Marufu, J., & Muchenje, V. (2023). Traditional ecological knowledge and
its role in biodiversity conservation: A systematic review. Frontiers in Environmental Science, 11, Article
1164900. (https://www.frontiersin.org/journals/environmental-
science/articles/10.3389/fenvs.2023.1164900/full)

Mbah, M., & Adeola, O. (2025). The contribution of tourism on GDP growth and sustainable tourism
development in Africa. Future Business Journal, 11(1), Article 32.
(https://link.springer.com/article/10.1186/s43093-025-00532-8)

UNESCO. (2025). Cameroon champions community-based conservation and thrives in sustainable tourism with
UNESCO support. UNESCO World Heritage Centre Report.
(https://www.travelandtourworld.com/news/article/cameroon-champions-community-based-conservation-
and-thrives-in-sustainable-tourism-with-unesco-support/)

Uzochukwu, C., & Okechukwu, E. (2023). Ecotourism’s impact on Nigeria’s economy: Opportunities for
indigenous communities in the rainforest zones. African Journal of Environmental Economics and Sustainable
Development, 10(3), 78-95.
(https://www.researchgate.net/publication/387180303_Developing_The Tourism_Resources Of Nigeria As
A_Potential Source Of Revenue)

197


https://naturalcapitalproject.stanford.edu/news/can-ecotourism-help-promote-and-celebrate-cultural-diversity-and-biodiversity
https://naturalcapitalproject.stanford.edu/news/can-ecotourism-help-promote-and-celebrate-cultural-diversity-and-biodiversity
https://www.researchgate.net/publication/376951472_FACTORS_INFLUENCING_LOCALS'_PERSPECTIVES_ON_TOURISM_DEVELOPMENT_IN_CAMEROON
https://www.researchgate.net/publication/376951472_FACTORS_INFLUENCING_LOCALS'_PERSPECTIVES_ON_TOURISM_DEVELOPMENT_IN_CAMEROON
https://www.tandfonline.com/doi/full/10.1080/14724049.2024.2372112#abstract
https://www.tandfonline.com/doi/full/10.1080/0376835X.2024.2329557
https://www.frontiersin.org/journals/environmental-science/articles/10.3389/fenvs.2023.1164900/full
https://www.frontiersin.org/journals/environmental-science/articles/10.3389/fenvs.2023.1164900/full
https://link.springer.com/article/10.1186/s43093-025-00532-8
https://www.travelandtourworld.com/news/article/cameroon-champions-community-based-conservation-and-thrives-in-sustainable-tourism-with-unesco-support/
https://www.travelandtourworld.com/news/article/cameroon-champions-community-based-conservation-and-thrives-in-sustainable-tourism-with-unesco-support/
https://www.researchgate.net/publication/387180303_Developing_The_Tourism_Resources_Of_Nigeria_As_A_Potential_Source_Of_Revenue
https://www.researchgate.net/publication/387180303_Developing_The_Tourism_Resources_Of_Nigeria_As_A_Potential_Source_Of_Revenue

DIGITALIZATION AND THE EMERGING VULNERABILITIES OF
TOURISM SERVICES IN LATVIA

Marina Gunare, Alona Rogale-Homika
Baltic International Academy
Latvia, Riga

ABSTRACT

This study examines the impact of digitalization on tourism development in Latvia. The integration of online
booking platforms, smart technologies, and data-driven solutions has transformed service delivery and business
operations.
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ANOTACIJA

Saja pétljuma tiek analizéta digitalizacijas ietekme uz tirisma attistibu Latvija. TieSsaistes rezervésanas
platformu, viedtehnologiju un uz datiem balstitu risinajumu integracija ir parveidojusi pakalpojumu snieg8anu un
uznémejdarbibas darbibu.

Atslegvardi: digitalizacija, ttrisms, Latvija

INTRODUCTION. IEVADS

Digitalization is having a tremendous impact on the economy today: technology provides
24/7 access to markets and enables fast payments for services and goods. Digitalization has had a
particularly significant impact on the development of tourism, simplifying and making many
business processes more reliable: from hotel bookings to business management using information
systems. Digitalization in tourism encompasses the implementation and use of technology to
improve aspects of tourism business operations. Thanks to new opportunities, digital products in
tourism include not only online tour searches and virtual tour organization, but also specialized
tools for managing company resources, as well as online training and professional development
programs for tourism workers. [7]

BASIC THEORETICAL AND PRACTICAL PROVISION. SVARIGAKAS ATZINAS
TEORIJA UN PRAKSE

Tourism is one of those industries, that are mostly affected by modern technologies.
Digitalization in tourism was a predictable transformational process. One of the important
directions in business digitalization is the introduction of modern technologies in the field of
international tourism, specifically, online bookings and virtual tours. [6]

Digitalization of tourism is the implementation of technologies (Al, Big Data, 10T, VR) for
automation, personalization of services, and the creation of online booking platforms that
significantly simplify travel planning. This includes the development of mobile apps, the use of
smart hotel rooms, and customer behaviour analysis to create unique experiences, not just replacing
humans with robots.

For tourists this means convenience of planning, personalization and awareness, as well as
opportunity to see destination in advance and explore it in detail. For businesses, this means
increased efficiency, process automation and new sales channels. [7]
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RESEARCH RESULTS AND THEIR EVALUATION. PETIJUMA REZULTATI UN TO
IZVERTEJUMS

According to Central Statistical Bureau of Latvia in 2024 the number of guest nights booked
on digital platforms in Latvia increased by 15.1%. In Latvia, 1.77 million guest nights were spent
in 2024, booked on one of four digital platforms — Booking.com, Airbnb, Expedia Group and
Tripadvisor, according to the latest data obtained in a cooperation project between the Central
Statistical Bureau (CSB) and the statistical office of the European Union Eurostat. This is 15.1%
more than in 2023, when the number of guest nights booked was 1.54 million, as well as 32.4%
more than in 2019 before the pandemic, when the number of guest nights booked reached 1.34
million. Among the capitals of the Baltic States, Riga is still the leader in terms of the number of
guest nights booked, followed by Tallinn and Vilnius. In 2024, 1.33 million or 75.4% of guest
nights in Latvia were booked by foreign guests, while 435.6 thousand or 24.6% were booked by
Latvian residents. [5]

1334851
1165033

1169733 849528
507103 347194
7261 435630
167871 240489 353753 329659 372610
2019 2020 2021 2022 2023 2024

Local residents Foreigners

Graph 1. Nights booked on online platforms by foreign and domestic guests in 2019-2024 (in
thousands) [8, created by the Author]

According to Graph 1 compared to 2023, the number of guest nights booked by both foreign
guests (by 14.6%) and local guests (by 16.9%) increased. Compared to 2019, the number of nights
booked by local guests increased 2.6 times, while the number of nights booked by foreign guests
increased by 14.1%.
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Graph 2. Nights booked on online platforms by foreign and domestic guests in the months of
2024
(in thousands) [8, created by the Author]
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Graph 3. Foreign overnight stays in accommodation booked on online platforms, by country in
2024
(in thousands) (experimental statistics) [8, created by the Author]

According to Graph 3 the most overnight stays in Latvia were booked by foreign guests from
Lithuania (256.8 thousand), Germany (164.9 thousand), Finland (86.3 thousand), Estonia (84.1
thousand), Poland (68.5 thousand), the United Kingdom (67.5 thousand), France (57.9 thousand),
the United States (56.2 thousand), Spain (38.4 thousand) and Sweden (33.5 thousand).
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The largest number of accommodations in Latvia is available on the Booking.com platform,
where in June 20243 guests were offered around 4.1 thousand tourist accommodations of the
appropriate type (apartments, guest and holiday homes, holiday homes, cottages, youth hostels,
etc.), with around 28.9 thousand beds available4. Approximately 61% of the accommodations are
apartments.
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Zemgale statistical region 1 %‘éggg
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Vidzeme statistical region = ?;1%654291
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Graph 4. Guest nights spent in accommodation booked on online platforms, by region, city
(experimental statistics) 2024 [8, created by the Author]

As it can be seen from Graph 4, digitalization in Latvian tourism is developing, but still faces
slow implementation in regions, even though tourists are increasingly relying on digital tools.
Another vulnerability is lack of (especially for entrepreneurs aged 50+). [4]

CONCLUSION. KOPSAVILKUMS

Digitalization can significantly improve the operations of tourism companies, providing
broader opportunities to reach new audiences, improving customer service, and optimize resource
utilization. [2] The Latvian tourism sector has undergone accelerated digital transformation,
particularly after COVID-19. Online booking platforms, digital payments, cloud-based property
management systems (PMS), customer relationship management (CRM), and algorithm-driven
marketing are now core operational tools rather than optional add-ons. [10, 3] However, as tourism
enterprises operate continuous, time-critical digital services cyber incidents directly affect
bookings, payments, customer data, and international reputation. [1, 9]

The weaknesses of digitalization in Latvian tourism are related to the limited resources of
small and medium-sized enterprises, slow adoption of modern technologies, insufficient use of data
in decision-making, and regional differences in digital literacy. Tourists often lack a unified,
convenient online booking system, which hinders the growth of the tourism industry.
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ABSTRACT

This article examines the psychological effects of community-based tourism (CBT) on foreign visitors to Sri
Lanka. The purpose is to determine how visitors' mental health is impacted by interacting with local communities and
authentic cultural experiences. The research problem focuses on understanding the non-economic benefits of
sustainable tourism models in a post-recovery context. Using a mixed-methods approach, data were collected and
analyzed from 127 international tourists who participated in CBT activities in Sri Lanka from January to June 2024.
The study concludes that CBT activities in Sri Lanka significantly enhance feelings of connection, happiness, and
personal fulfilment, while reducing stress. The main finding is that promoting CBT is beneficial for both local
development and the psychological well-being of visitors.

Keywords: community-based tourism, psychological well-being, Sri Lanka, visitor experience, sustainable
tourism

ANOTACIJA

Saja raksta tiek analizéta kopienas balsita tirisma (Community-Based Tourism — CBT) psihologiska ietekme
uz arvalstu apmeklétajiem Srilanka. Pétijuma mérkis ir noteikt, ka mijiedarbiba ar vietéjam kopienam un autentiskas
kulttras pieredzes ietekm& apmekl&taju garigo un emocionalo labklajibu. P&tijuma probléma ir saistita ar ilgtsp&jigu
tarisma modelu neekonomisko ieguvumu izpratni p&catveselosanas konteksta. Izmantojot jaukto pétijuma metozu
pieeju, dati tika iegiiti un analiz&ti no 127 starptautiskajiem taristiem, kuri laika posma no 2024. gada janvara lidz
jinijam piedalijas CBT aktivitatés Srilanka. P&tfjuma rezultati liecina, ka kopienas balstita tarisma aktivitates batiski
veicina piederibas sajltu, laimes izjlitu un personiga piepildijuma pieredzi, vienlaikus samazinot stresa lTmeni.
Galvenais secingjums ir, ka CBT veicinaSana sniedz ieguvumus gan vietgjas attistibas procesiem, gan apmekl&taju
psihologiskajai labklajibai.

Atslegvardi: kopienas balstits tirisms, psihologiska labklajiba, Srilanka, apmekl&taju pieredze, ilgtspgjigs
tirisms

INTRODUCTION. IEVADS

Sri Lanka's tourism sector is reviving with an increasing focus on sustainable and
community-based models beyond traditional beach vacations, while travelers increasingly seek
meaningful travel that enhances their wellbeing [1]. This research connects these trends by
investigating the psychological impact of Community-Based Tourism (CBT) in Sri Lanka. Given
Sri Lanka's positioning as a mindful travel destination, this research has high topicality.

The primary objective is to analyze the psychological effects of CBT experiences on the
mental well-being of foreign tourists in Sri Lanka. The research problem addresses the gap in
understanding how authentic social interactions in CBT, compared to traditional tourism models,
directly enhance visitors' mental health [2].
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The subject of this research is the psychological well-being of international tourists who have
participated in structured CBT activities in Sri Lanka. The study focuses on their subjective
experiences, emotions, and perceived mental outcomes resulting from these authentic, community-
focused interactions. The research design involves a concurrent mixed-methods approach
(qualitative and quantitative). Data were collected over a six-month period (January-June 2024)
from international tourists who participated in CBT activities in Sri Lanka, incorporating a
structured survey and semi-structured interviews [3].

BASIC THEORETICAL AND PRACTICAL PROVISION. SVARIGAKAS ATZINAS
TEORIJA UN PRAKSE

Community-Based Tourism (CBT) is a form of sustainable tourism where local communities
invite tourists to visit their settlements, emphasizing local empowerment and cultural exchange [4].
Psychologically, such experiences can fulfil the need for relatedness, as described in Self-
Determination Theory, by creating genuine human connections [5]. Examples in Sri Lanka include
spice garden tours run by local families, village homestays, or traditional fishing expeditions.

This study employed a concurrent mixed-methods design. Quantitative data was collected
via a structured online survey distributed through CBT cooperatives in Kandy, Ella, and the
Sinharaja region. The survey included the Warwick-Edinburgh Mental Well-Being Scale
(WEMWABS) and Likert-scale items measuring specific experience dimensions. A total of 127 valid
responses were collected. Qualitative data was gathered through semi-structured interviews with
15 survey volunteers to gain deeper insight into their experiences [6].

RESEARCH RESULTS AND THEIR EVALUATION. PETIJUMA REZULTATI UN TO
IZVERTEJUMS

Quantitative Results

Analysis of survey data from 127 international tourists revealed a significant positive shift in
reported well-being following their Community-Based Tourism (CBT) experiences in Sri Lanka.
The average post-experience WEMWABS score was 52.3, which falls within the "Good" level of
mental well-being [7]. Notably, 81% of respondents achieved scores above 47, indicating that the
majority reached a meaningful threshold of psychological well-being (Figure 1). To statistically
validate this improvement, a paired-sample t-test was conducted comparing pre- and post-
experience WEMWABS scores from a subset of 45 participants who completed both surveys. This
analysis demonstrated a statistically significant increase (p < 0.01), providing strong confirmation
that CBT experiences contribute directly to enhanced psychological well-being [7].
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Figure 1. Distribution of WEMWABS Scores Among Tourist Well-being Scores After CBT
Experiences

Source: Author’s Primary research data (Survey, 2024)

Note: The Warwick-Edinburgh Mental Well-being Scale (WEMWABS) ranges from14-70, with
scores above 47 indicating “Good” to “very Good” mental well-being [ 7].

Table 1. Mean Scores on Psychological Well-Being Constructs (Post-Experience)
Source: Author’s Primary research data (Survey, 2024)

Construct Mean Score (out of 5) Standard Deviation
Sense of Connection to Place & | 4.42 0.61

Hosts

Feeling of Personal Fulfillment 4.28 0.59

Perceived Authenticity of | 4.65 0.52

Experience

Overall Trip Satisfaction 4,51 0.55

CBT Experience Rating

Personal Fulfillment

Connection to Place/Hosts

Overall Satisfaction

Perceived Authenticity

SN

41 42 43 4.4 4.5 4.6 4.7

= Average Score (X-axis)
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Figure 2. Average Tourist Ratings of CBT Experience Aspects (Sense of Connection,
Fulfillment, Authenticity, Satisfaction)

Source: Author’s Primary research data (Survey, 2024)

Note: Figure 2, which displays the average tourist ratings for key aspects of the CBT
experience such as host interaction, cultural immersion, and activity engagement.

Before Vs After CBT

54
52
50
48
46
44
42
40

Before CBT After CBT
Before CBT m After CBT

Figure 3. Well-being Improvement (WEMWABS Scores) Before and After CBT Experiences

Source: Author’s primary research data (Survey, 2024)

Note: Statistical significance: p < 0.01 (99% confidence that improvement is real).
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Qualitative Results

Table 2. Emergent Themes and Representative Quotes from Tourist Interview

Source: Author’s primary research data (Interviews, 2024)

host relationship.

family shared their
family album and
asked about mine, it
became a human

exchange. That
dignity is
priceless."

Theme Core Concept Representative (No. of Participant, | Psychological
Quote Nationality, Age) Implication

1. Transcending the | The shift from a | "I didn't feel like a | (P04, Canadian, 29) | Fulfills need for

Commercial buyer-seller walking wallet. relatedness (SDT);

Transaction dynamic to a guest- | When  Tharindu's counters feelings of

being an outsider.

2. Purposeful
Participation &
Ethical Ease

The satisfaction
derived from
knowing one's
presence
contributes directly
and ethically.

"We helped prepare
the meal with
vegetables from
their garden.

Seeing exactly
where my money
went—to that
family's kitchen,
not a resort chain—
removed that
uncomfortable
‘tourist guilt." | felt
like a good guest."

(P11, German, 34)

Reduces cognitive
dissonance;
enhances sense of
purpose and moral
satisfaction.

3. Immersive Flow
& Cognitive
Restoration

Deep engagement
in a manual or
cultural activity
leading to mental
absorption and
stress relief.

"Learning to paddle
the traditional raft

required all my
focus. For two
hours, | wasn't
thinking about

emails or my next
stop. My mind was
just... there. It was
incredibly
calming.”

(P07, Australian,
41)

Induces a state of
‘flow'; provides a
mental break and
reduces anxiety.

4. Authenticity as
Emotional Catalyst

The perceived
genuineness of the
experience
triggering deeper
emotional
responses.

"The temple
ceremony wasn't a
show. We were
invited to sit
quietly at the back.
The sincerity was
palpable, and it
created a moment
of real peace |
couldn't have
planned.”

(P13, British, 52)

Validates the
search for
‘realness'; deepens
emotional impact
and memorability.

Thematic analysis of semi-structured interviews with 15 tourists identified four key psychological
mechanisms through which CBT enhances well-being. First, tourists described transcending the
commercial transaction, moving from a buyer-seller dynamic to experiencing genuine guest-host
relationships. Second, they reported feelings of purposeful participation and ethical ease, deriving
satisfaction from knowing their presence contributed directly and ethically to local communities.
Third, many experienced immersive flow and cognitive restoration, describing deep engagement
in activities that provided mental absorption and stress relief. Finally, authenticity emerged as an
emotional catalyst, with perceived genuineness triggering deeper emotional responses and creating
memorable moments.
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RESEARCH RESULTS AND THEIR EVALUATION. PETIJUMA REZULTATI UN TO
IZVERTEJUMS

The triangulated data strongly supports the research objective, demonstrating that CBT
experiences significantly improve tourists’ psychological well-being. The consistently high
quantitative scores—particularly for authenticity (4.65/5) and overall satisfaction (4.51/5)—
combined with the qualitative themes explaining the mechanisms behind these effects, provide
compelling evidence. These findings align with Self-Determination Theory, illustrating how CBT
fulfills core psychological needs for relatedness, competence, and autonomy through authentic
human connections and meaningful participation [5, 8].

The results indicate that CBT's value extends beyond economic benefits to include significant
mental health advantages for tourists. By creating genuine human connections and opportunities
for meaningful engagement, CBT effectively counters the impersonal nature of conventional mass
tourism. This has important implications for Sri Lanka's tourism positioning, suggesting that
promoting CBT can attract travelers seeking both cultural authenticity and personal well-being
enhancement, potentially offering competitive advantages in the global tourism market.

CONCLUSION. KOPSAVILKUMS

This research set out to determine if CBT in Sri Lanka improves tourists' mental well-being.
The evidence clearly supports that it does. Experiences like homestays and cultural workshops
make tourists feel a stronger connection, greater purpose, more happiness, and lower stress. This
occurs because CBT creates a genuine human exchange, fulfilling the psychological need to belong
and feel valued [5].

For Sri Lanka, this shows that promoting CBT is not only good for local economies but is
also a strategic way to attract modern travelers seeking meaningful trips. By offering these
authentic experiences, Sri Lanka can build a stronger, more positive reputation as a travel
destination.

Future studies could investigate the longevity of these positive effects and include a wider
variety of tourist demographics.
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ABSTRACT

Female genital mutilation (FGM) represents a serious human-rights violation and a global public-health
challenge: it is estimated that over 230 million women and girls worldwide have survived these practices. This paper
adopts a multidisciplinary approach, combining a legal analysis with an anthropological perspective, to explore not
only the physical and psychological consequences of FGM, but also the cultural, social, and identity-related meanings
that sustain its persistence in many communities. The paper traces the historical and geographic origins and variations
of FGM, outlines the four main types according to international classifications, and discusses the primary health,
psychological and social impacts affecting affected women. It also analyzes relevant international and national
legislation, highlighting the limitations of purely repressive approaches and the difficulties of enforcement in culturally
complex contexts. Finally, it proposes a multilayered intervention model, merging human-rights protection, cultural
awareness, and social sensitization, as a pathway to realistic and sustainable strategies that respect individual dignity
and cultural diversity, and promote long-term communal change.

INTRODUCTION

Female genital mutilation (FGM) is a complex phenomenon situated at the crossroads
between universal human rights, cultural relativism, and the interaction between law and traditional
practices. Although widely condemned as a violation of the fundamental rights of women and girls
by international organizations such as the United Nations, World Health Organization (WHO) and
UNICEF, it is not enough to address the problem solely through criminalization. It is crucial also
to examine the cultural and social roots that enable its persistence, in order to develop effective
solutions that respect local realities. FGM is recognized by the United Nations as a serious human
rights violation, and considered by WHO and UNICEF as a sexual and physical abuse that
permanently harms the physical and psychological health of women. In 2012, the UN General
Assembly adopted a historic resolution against FGM (UN resolution A/Res/67/146, 2012), urging
intensified global efforts to eliminate it. Moreover, FGM is included in the 2030 agenda of the
Sustainable Development Goals (SDGs) under target 5.3, which aims to end all harmful practices.
However, these practices, embedded in complex cultural contexts, often elude legal simplifications
that tend to ignore the symbolic and social meanings communities attach to them. An effective
regulation of FGM requires a multifaceted approach that integrates a legal perspective with an
anthropological understanding of the phenomenon. Anthropology, in fact, allows one to examine
FGM not only as acts of violence, but also as ritualistic and symbolic practices linked to specific
cultural systems. This approach enriches the normative debate by showing how FGM often
represents a fundamental element in the construction of individual and collective identity. The lack
of awareness about sociocultural context and the different forms of FGM has sometimes led to
legislation incapable of having a concrete impact on the practice. Integrating cultural sensitivity
with the protection of universal rights could make normative solutions more effective and
acceptable to the communities involved. This approach, while crucial for African countries, is also
relevant for Western ones, which face traditional practices in a context of growing cultural
diversity.
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Female Genital Mutilation: History, Types, Consequences and Social Impacts

Female genital mutilation (FGM) encompasses a range of traditional practices that mainly
affect women and girls in Africa, but also in some regions of Asia and Latin America. These
practices involve the partial or total removal, or alteration, of female genital organs for cultural
reasons with no medical benefit. According to the classification of World Health Organization
(WHO), FGM is divided into four main types. The “Sunna,” which consists of removal of the
clitoral hood (prepuce) or partial removal of the clitoris, is frequently carried out on girls between
about 4 and 14 years old, chiefly in some cultures of Eastern and Northern Africa. Another common
form is “excision,” which entails removal of the clitoris and the labia minora, and is widespread in
many African regions and some Middle Eastern areas. Infibulation, often known as “pharaonic
circumcision,” is one of the most invasive forms of FGM. It involves removal of the clitoris and
labia, followed by partial sewing shut of the vaginal opening, leaving a small hole for urination and
menstrual flow. This practice is particularly prevalent in the Horn of Africa. Finally, there are other
forms of mutilation, such as piercing, cauterization, stretching of the labia, or insertion of
substances to narrow or alter the vaginal walls varying according to the specific cultural traditions
of each community. These practices are not a recent phenomenon. Some historical sources trace
them back to antiquity: for instance, there are records from ancient Egypt mentioned by ancient
historians. Two prevalent theories try to explain the origins: the first suggests there is no single
common source for these practices; the second points to the Horn of Africa, Egypt, or the Arabian
Peninsula as possible regions of origin, from which the practices may have spread along trade
routes. It is significant to note that similar practices have also been documented outside the African
context: in Western societies, until the 19th century, clitoridectomy was performed for social and
sexual-control motivations. Today, however, FGM is predominantly associated with migrant
communities originating from Africa, where the practice remains deeply rooted in traditional
cultures. Analysis of such phenomena therefore requires an approach that considers not only their
health and legal dimensions, but also the cultural context that sustains their persistence. For many
communities, FGM represents a fundamental rite of passage marking the transition from childhood
to adulthood and conferring on young women a social status essential for marriage and acceptance
within society. In this sense, FGM is not only a cultural expression, but also a condition for social
integration and legitimacy within the community. From a health perspective, FGM leads to
extremely serious consequences. In the short term, it can cause hemorrhage, infections and severe
pain especially when performed under inadequate hygienic conditions and by unqualified
practitioners potentially resulting in shock or death. Long-term, women may suffer chronic pain,
urinary and menstrual difficulties, as well as obstetric complications during childbirth. Infibulation,
in particular, significantly increases the risk of maternal and infant mortality; such physical
complications are severe and heavily impact women’s quality of life, with a substantially increased
risk of infections and other reproductive-health problems. The repercussions are not limited to
physical health: many women experience psychological trauma linked not only to the procedure
itself but also to the social pressure surrounding it. Anxiety, depression and post-traumatic stress
disorder are frequent consequences, often exacerbated by social isolation. On the social plane,
FGM produces devastating effects: women who do not undergo these practices risk stigmatization
and exclusion from their communities, as they are considered not conforming to cultural ideals of
femininity and purity. This stigma further aggravates mental-health problems, feeding a vicious
circle of physical and psychological suffering.
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Norms and Global Challenges

FGM is subject to international condemnation for reasons related to human rights, women’s
health, and child protection. This practice is considered a serious violation of fundamental rights,
with harmful physical and psychological consequences for the women and girls who undergo it.
The condemnation is rooted in key documents such as the Universal Declaration of Human Rights
(1948), which through articles 2, 3, 5, 12 and 25 enshrines principles of equality, protection from
torture, and the right to health. The Convention on the Elimination of All Forms of Discrimination
Against Women (CEDAW, 1979), even though it does not explicitly mention FGM, condemns
discriminatory practices that violate women’s rights. In 1980, a joint statement issued by World
Health Organization (WHO) and UNICEF titled “Female Genital Mutilation: A Joint
WHO/UNICEF Statement” denounced FGM as a harmful health practice and criticized its
medicalization. That statement emphasized the serious physical and psychological risks associated
with FGM, calling for an end to its spread and warning against treating it as a legitimate medical
procedure. Over the years, additional important documents addressed the issue: the first report of
the United Nations Working Group on Harmful Traditional Practices (1986) and the Convention
on the Rights of the Child (CRC, 1990) recognized FGM as a violation of children’s rights. Global
conferences, such as those held in Cairo (1994) and Beijing (1995), further increased attention on
FGM stressing the need to address it also in migratory contexts, where the practice has spread due
to international mobility. In Europe, some countries were early in legislating against FGM. For
example, Sweden was among the first Western nations to introduce a specific law against FGM in
1982, criminalizing not only the performance of FGM but also any participation or facilitation of
it, regardless of where the act occurs (even abroad). This measure aimed to prevent the practice
within the country and to protect women and girls from FGM. In recent years, other European
countries such as France have also strengthened legal frameworks: France prosecuted its first
FGM-related death in 1979 and introduced stringent penal code provisions, including life sentences
for perpetrators, recognizing FGM as a violation of human-rights conventions. In many
jurisdictions, national laws combine criminal prohibitions with preventive measures. In Italy, for
instance, the criminalization of FGM dates back to the 2006 law prohibiting the practice, penalizing
any form of FGM with prison sentences and often incorporating preventive actions such as
awareness campaigns, training of health personnel, and community education. At the European
level, institutions including the European Parliament have condemned FGM as a human-rights
violation and called on Member States to harmonize or strengthen their legal frameworks where
needed. The European Parliament has urged that FGM be criminally prosecuted regardless of the
victim’s consent, and that offences be punishable even when committed abroad. It has also
recommended that efforts to combat FGM include social and educational strategies, healthcare
support, community involvement, and asylum recognition for women and girls threatened with
FGM. The Addis Ababa Declaration (1997) marked a milestone in the fight against FGM, defining
it as a violation of universal human rights, including the right to life, bodily integrity, and protection
from degrading treatment. That declaration inspired protocols and coordinated global actions for
the prevention of harmful traditional practices recognizing that eliminating FGM requires global,
coordinated initiatives. Since the 1980s, the United Nations system has played a central role in
defining and classifying FGM as harmful to the physical and psychological health of women. Over
time, FGM has come to be regarded globally as a human-rights violation and, in many cases, a
form of torture, helping to establish an international normative framework that views the practice
as unacceptable under any circumstances. An example of coordinated international intervention is
the program Female Genital Mutilation/Cutting: Accelerating Change promoted by UNICEF and
the United Nations Population Fund (UNFPA) aimed at accelerating the abandonment of FGM in
many countries through a holistic approach combining cooperation with affected communities,
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education, advocacy, health services, and social change. In 2012, the UN General Assembly
formally proclaimed a global moratorium on female genital mutilation through resolution UN
Resolution A/Res/67/146, reinforcing the international commitment to eliminate FGM worldwide.

The Legal treatment

The legal treatment of FGM presents a dual approach, characterized by the criminalization
of such practices and by interventions aimed at sociocultural change. However, the effectiveness
of the laws and strategies adopted is frequently called into question, also due to insufficient
enforcement and a limited understanding of the practices and the cultural context in which they
occur. In this scenario, the contribution of anthropology, with its distinctive methodological
approach, can provide a more nuanced understanding of FGM and its meaning. The United Nations
has adopted a standardized definition of FGM, describing them as procedures that violate women’s
physical integrity and human rights (Resolution A/RES/67/146, United Nations General Assembly,
2012). This definition, with its implicitly negative connotation in the term “mutilations,” is based
on the idea that FGM represent only a form of control over female sexuality and a perpetuation of
gender discrimination. However, anthropology highlights the heterogeneity of these practices, both
in terms of forms and cultural meanings, criticizing the international approach for its
generalizations and simplifications. According to anthropologists, FGM are cultural practices
linked to specific symbolic and social needs, embedded within a complex cultural system. As stated
by Clifford Geertz (Interpretation of Cultures, 1973):

“Culture 1s a system of shared meanings that shapes human identity, filling the gaps of mere
biological dimension.”

In this context, female genital mutilations cannot simply be reduced to “barbaric” customs,
but must be understood as part of an anthropopoietic process that is, the cultural construction of
identity. Cultural practices, including FGM, are tied to meanings and values that go beyond the
biological aspect. Ethnographic examples reinforce this perspective. For the Gikuyu of Kenya, the
irua is a rite of passage that marks the transition to adulthood and completes identity construction.
For the Dogon of Mali, clitoridectomy and male circumcision resolve the sexual undifferentiation
at birth, stabilizing gender identity; among the Nilotic populations of northern Sudan, infibulation
symbolizes fertility and protects the female generative capacity. Some African scholars, such as
Leslye Amede Obiora, criticize the Western narrative that represents African women exclusively
as victims of a patriarchal culture. Obiora emphasizes that FGM must be understood as part of a
complex cultural practice, which does not necessarily imply control or repression of female
sexuality, but may carry multiple meanings depending on the social and cultural context. As Obiora
writes in her article titled “Bridging Society, Culture, and Law: The Issue of Female Circumcision,”
published in the Case Western Reserve Law Review (1997): “female genital mutilations are not
simply a form of oppression, but are for many women an important part of their cultural and social
identity.

Human Rights and Cultural Traditions

In the West, the predominant reaction to FGM is characterized by a firm condemnation,
accompanied by the refusal to allow any form of perpetuation of the practice, even if alternative or
symbolic. However, this stance, which seems absolute, is not always matched by an equally strong
interest in the conditions of women in the countries where such practices are widespread. On one
hand, this approach reflects adherence to a universal human-rights ethic; on the other, it implies a
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form of cultural relativism, since it judges the same practice differently depending on the
geographic context (the perception and response to these practices vary according to the culture,
history, and geography of different societies). This raises questions about the ability of liberal
institutions to address practices that, although considered by them to be abhorrent, are an integral
part of the symbolic and social structures of other communities. Cultural relativism, in this context,
does not necessarily justify the practice of FGM, but invites recognition of its meaning within its
original context. This approach can serve as a basis for strategies of intercultural dialogue aimed
at gradually dismantling the social foundations of the practice, rather than eliminating it through a
top-down imposition that could generate resistance and conflict. The proposal for an alternative
rite, one that is less invasive and more symbolic compared to traditional female genital mutilation,
has been put forward by several activists and human-rights experts as a possible solution to reduce
physical harm and facilitate social change without generating excessive cultural resistance. One of
the main proponents of this idea is Nawal El Saadawi, an Egyptian writer and activist, who has
emphasized the importance of an approach that reconciles women’s rights with cultural traditions.
The proposal entails the creation of a symbolic rite that could replace FGM, preserving the cultural
meaning of belonging and maturity, but avoiding harmful physical and health-related consequences
(El Saadawi, The Nawal El Saadawi Reader, 2007). For example, in some African countries,
symbolic coming-of-age rites have been suggested that do not involve physical mutilation, such as
using colors or temporary marks on the skin to symbolize the transition from girlhood to adulthood,
or adopting verbal or educational ceremonies that celebrate maturation without damaging the body.
The alternative rite should be designed to reduce physical harm and not alter the female body,
focusing instead on the social and symbolic meaning of the rite, without introducing permanent
physical damage. However, the proposal is controversial. The organization Equality Now, which
defends women's rights, criticizes such practices, which, although less invasive, continue to
perpetuate dynamics of social and sexual control over women, without addressing the root of the
problem. Their position emphasizes women’s right to physical integrity and equality, arguing that
symbolic practices do not fully respect women’s fundamental rights. Isaiah Berlin, in his famous
essay The Crooked Timber of Humanity (1990), rejects the idea of a single, absolute hierarchy of
values, highlighting the irreconcilability of different moral visions. While acknowledging that
some perspectives are incompatible, Berlin calls for searching for common ground through
dialogue and mutual recognition, avoiding the temptation to impose a superior order that would
harmonize differences.

Cultural Relativism

This debate about women’s rights and traditional practices, however, raises a broader
question about the conflict between universal values and cultural diversity, as highlighted by the
relativist perspective. The issue of FGM raises fundamental questions about the interpretation and
application of human rights in different cultural contexts, particularly when traditional practices
are confronted with Western standards. The American anthropological school has adopted a
relativist approach regarding cultural diversity, arguing that moral judgments and values cannot be
formulated outside of a specific cultural context. From this perspective, cultural relativism affirms
that culture itself establishes the reference criteria, with each culture developing its own customs
and values. The anthropologist Melville Herskovits, in his book The Human Factor in Changing
Africa (1958), argued that moral judgments are relative to the experience and enculturation of each
individual, highlighting how beliefs, including scientific ones, are influenced by the culture in
which they arise. From this perspective, respect for human rights also implies respect for cultural
differences, criticizing the universal conception of human rights and suggesting that a universal
declaration must take cultural specificities into account. The debate about FGM is situated in a
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complex context, where universal human rights and traditional cultural practices often come into
tension. On one hand, FGM is commonly condemned as a serious violation of women’s rights,
with devastating physical and psychological consequences. On the other hand, these practices are
rooted in cultural traditions that confer meaning and identity to the communities that practice them.
This raises fundamental questions about how to balance respect for cultural traditions with the need
to protect women’s rights. Imposing universal values risks ignoring the legitimacy of cultural
traditions, creating a fracture between international norms and local realities. It is important to
recognize the traditional knowledge rooted in specific social contexts. Culture not only shapes the
individual through interventions on the body, but can also deeply influence one’s perception of
personal identity and dignity. Isaiah Berlin, one of the main political philosophers of the 20th
century, developed the concept of pluralism of values, which is central to his thought. According
to Berlin, there is no single moral model or universal principle that can be imposed on all cultures
and individuals, because human values are multiple, often incompatible, and rooted in different
traditions and contexts. In his best-known work, The Crooked Timber of Humanity, Berlin
emphasizes that dialogue and mutual recognition between different moral and cultural visions are
essential to avoid imposing a superior order that could stifle individual and collective freedoms. In
other words, his theory of pluralism suggests that the coexistence of different values is not only
inevitable, but also necessary for a just society: “the recognition that there are many different ways
in which human beings can live, and that none of them can be simply reduced to another, is the key
to an understanding of the pluralism of values.” This approach implies that respect for human rights
and cultural differences should be promoted through dialogue and mutual understanding, avoiding
the imposition of a universal vision of rights, but rather seeking solutions that respect cultural
diversity while simultaneously protecting women’s fundamental rights.

CONCLUSION

In conclusion, although this paper has attempted to provide a nuanced analysis of female
genital mutilation (FGM), | acknowledge that some of the positions proposed have weaknesses.
The tension between respect for cultural traditions and the protection of women’s human rights is
not yet fully resolved, and the risk of justifying harmful practices through cultural relativism cannot
be ignored. Moreover, the proposal of alternative rites as a partial solution may not fully address
the gravity of FGM and could perpetuate oppressive dynamics. Nevertheless, this paper offers a
crucial reflection on the issue, striving to integrate legal, cultural, and anthropological perspectives.
Although intercultural dialogue and partial solutions present challenges, | believe they represent a
step toward greater awareness and a respectful sensitization of the communities involved. In the
future, it will be necessary to further deepen these aspects in order to develop truly effective
solutions that protect women’s rights while at the same time respecting cultural diversity.
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ABSTRACT

Latvian Confederation of Free Trade Unions (LBAS) and the Ministry of Welfare (LM) have initiated an
amendment to the Criminal Code, supplementing it with a new provision that provides for criminal liability for
obstructing the right to strike or the lawful activities of trade unions or participation in a trade union, providing for a
sanction of up to three years of imprisonment.

The aim of the Research is to provide insight into the provision of criminal liability for the right to strike or
obstruction of the lawful activities of trade unions in the Criminal Law.

Research tasks:

1) to analyse the legal acts of the Republic of Latvia in the field of criminal and administrative liability for

obstructing the right to strike or the lawful activities of trade unions;

2) to analyse the practice of the European Union countries;

3) to characterize the opinions of individual institutions and organizations;

4) to characterize the possible risks in providing such liability;

5) to evaluate possible alternatives to providing such liability.

Keywords: Administrative liability; Criminal liability; Strike; Trade unions; Violation of fundamental rights
ANOTACIJA

Latvijas Brivo arodbiedribu savieniba (LBAS) un Labklajibas ministrija (LM) ir inicigusi grozit
Kriminallikumu, papildinot to ar jaunu normu, kas paredz kriminalatbildibu par tiesibu streikot vai arodbiedribu
likumigas darbibas vai lidzdalibas arodbiedriba kavesanu, paredzot sankciju lidz trim gadiem brivibas atnemsanas.

P&ttjuma mérkis ir sniegt ieskatu par kriminalatbildibas par tiesibu streikot vai arodbiedribu likumigas darbibas
kaveésanu paredzgsanu Kriminallikuma.

PétTjuma uzdevumi:

1) izanaliz&t Latvijas Republikas tiesibu aktus kriminalatbildibas un administrativas atbildibas paredze$anas

par tiesibu streikot vai arodbiedribu likumigas darbibas kavé$anu joma;

2) izanalizét Eiropas Savienibas valstu praksi;

3) raksturot atsevisku institliciju un organizaciju viedoklus;

4) raksturot iesp&jamos riskus $adas atbildibas paredze$ana;

5) izvertet §adas atbildibas paredzelanas iesp&jamas alternativas.

Atslegvardi: Administrativa atbildiba; Arodbiedribas; Kriminalatbildiba; Pamattiesibu aizskarums; Streiks

INTRODUCTION

The Research topic is relevant and significant due to the fact that the Latvian Confederation
of Free Trade Unions (LBAS) and the Ministry of Welfare (LM) have initiated an amendment to
the Criminal Code, supplementing it with a new provision that provides for criminal liability for
obstructing the right to strike or the lawful activities of trade unions or participation in a trade
union, providing for a sanction of up to three years of imprisonment.

The Ministry of Justice (TM) has prepared a draft amendment to the Criminal Law,
supplementing the Criminal Law with Article 146.', which provides for criminal liability for
obstructing the right to strike or the lawful activities of trade unions.
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The aim of the Research: to provide insight into the provision of criminal liability for the
right to strike or obstruction of the lawful activities of trade unions in the Criminal Law.

Research problem: the issue is currently at the stage of inter-institutional coordination.
Institutions and organizations do not agree on the necessity of providing for such criminal liability
in the Criminal Law. Institutions and organizations have offered other — alternative — solutions for
predicting liability.

Research methods: analysis of literature and information sources (content analysis),
comparative and empirical method.

BASIC THEORETICAL AND PRACTICAL PROVISIONS

Analysed legal acts of the Republic of Latvia:

1) Article 102 of the Constitution of the Republic of Latvia (the Satversme): “Everyone
has the right to form and join associations, political parties and other public
organisations.”

2) Article 108 of the Constitution of the Republic of Latvia (the Satversme): “Employed
persons have the right to a collective labour agreement, and the right to strike. The State
shall protect the freedom of trade unions.”

3) Criminal Law;

4) Criminal Procedure Law;

5) Trade Union Law;

6) Labour Law;

7) Strike Law;

8) Administrative Liability Law.

Views of institutions and organizations:

1. The problem identified by the Latvian Confederation of Free Trade Unions (LBAS)
regarding the possible lack of liability for certain violations of the right to strike,
identified by the Latvian Confederation of Free Trade Unions (LBAS), was examined
at the meeting of the Permanent Working Group on Administrative Liability Law of the
Ministry of Justice on 1 of February 2024.

2. The Ministry of Welfare indicated that it does not see the added value of such a proposal
(regulation of administrative liability) and does not consider it to be an appropriate or
feasible solution. The Ministry of Welfare believes that the violation of fundamental
rights is rather a criminal law issue.

3. The Permanent Working Group on Administrative Liability Law of the Ministry of
Justice concluded that such violations are directly related to the restriction of a person's
fundamental rights. Therefore, the Permanent Criminal Law Working Group of the
Ministry of Justice was asked to assess the issue of establishing criminal liability for
the violation of the right to strike.

4. Representatives from the Ministry of Justice, the Ministry of Interior, the Supreme
Court, district courts, regional courts, the Prosecutor General's Office, the State Police,
as well as invited representatives from the Ministry of Welfare and the Latvian
Confederation of Free Trade Unions (LBAS) participated in the working group on 8 of
May 2024.

Historical experience pf the Republic of Latvia:

At one time, the Latvian Criminal Code included the Article 135 “Violation of Trade Union
Rights”, which provided for criminal liability for obstructing the lawful activities of trade unions
and their bodies — a fine of up to ten minimum monthly wages or dismissal from work.
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Experience of other European Union countries:
In several European Union countries, there is criminal liability for interfering with trade
union activities:

Lithuania (forced labour, fine or imprisonment);
Estonia (fine);

Germany (imprisonment or fine);

France (imprisonment and fine);

Poland (fine or imprisonment).

Proposed wording of the amendment to the Criminal Law:

To supplement the Criminal Law with Article 146.! in the following wording:

“Article 146.!. Obstruction of the right to strike or the lawful activities of trade unions

(1) For an act aimed at obstructing the right to strike or the lawful activities of trade unions
or participation in a trade union, by using violence, threats, fraud, bribery or blackmail, —
the punishment shall be deprivation of liberty for a term of up to one year or temporary
deprivation of liberty, or probation supervision, or community service, or a fine.

(2) For the criminal offence provided for in the first part, if committed by a state official or a
responsible employee of an enterprise (company) or organization, —

the punishment shall be deprivation of liberty for a term of up to three years or temporary
deprivation of liberty, or probation supervision, or community service, or a fine.”
Objections of Latvian Chamber of Commerce and Industry (LTRK):

Employers' organizations are not involved in the development of the proposal, although
the regulation directly concerns the relations between trade unions and employers.
Promoting the proposal without the participation of employers does not contribute to a
balanced assessment of interests and creates the basis for an incomplete legal
regulation.

Liability for obstructing the lawful activities of trade unions should be addressed at the
administrative, not criminal law level. The introduction of criminal liability is not
proportionate, since criminal law should be a last resort, not an instrument that
compensates for unclear basic regulation.

In practice, situations are often encountered where there are objective difficulties in
determining to what extent a trade union actually represents the employees of a
particular company.

The description of a criminal offence contained in the text of the proposal contains risks
that may lead to a broad and ambiguous interpretation.

It is not clearly defined which persons should be held criminally liable. An official and
a responsible employee of a company or organization are mentioned, but the criterion
by which the person directing the proceedings would determine the status of such a
person is not specified. It is not clear whether this category includes a lawyer, a
personnel specialist, a clerk, a head of a structural unit or another responsible person
whose duties include communication with a trade union. Such uncertainty creates a
significant legal risk and may result in situations in which the threat of criminal liability
becomes an instrument in resolving disputes, rather than providing for the prevention
of illegal actions.

Any amendments to the field of criminal law are permissible only after the basic
regulation is in order and the participation of social partners is ensured. In the current
situation, the proposal to supplement the Criminal Code with a new norm is not
supported, as it is not proportionate, does not contribute to legal certainty and creates
a disproportionate risk to the business environment.
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RESEARCH RESULTS AND THEIR EVALUATION

The Author of the Research has achieved the Aim of the Research, has fulfilled the Tasks
arising from the Aim of the Research, and has investigated the Research Problem. The Author of
the Research provides conclusions and proposals arising from the conclusions.

10.

11.

CONCLUSIONS AND PROPOSALS

Currently, such liability is not provided for in either the Criminal Law, the Administrative
Liability Law or other legal acts.

In several European Union countries, such as Lithuania, Estonia, Germany, France,
Poland, there is criminal liability for interfering in the work of trade unions.

Institutions and organizations do not have a consensus on the provision of criminal
liability in the Criminal Law.

It is not clearly defined which persons should be held criminally liable. An official and
a responsible employee of a company or organization are mentioned, but no criteria are
specified by which the person directing the proceedings would determine the status of
such a person.

As an alternative solution, it is proposed to provide for administrative liability in the
Administrative Liability Law.

The institutions and organizations involved should further analyse the practice of
European Union countries in providing for liability for such violations.

In order to ensure a solution acceptable to all institutions and organizations involved, re-
evaluate as an alternative the possibility of providing for such liability in other regulatory
enactments, for example, in the Administrative Liability Law.

If necessary, make amendments to the Trade Union Law, the Labor Law and the Strike
Law.

Clearly and unambiguously define which persons are to be held liable. Indicate the
criteria by which the person directing the proceedings or the responsible official will
determine the status of such a person.

Coordinate proposals with the employee representative organization — Latvian
Confederation of Free Trade Unions (LBAS).

Coordinate proposals with employer organizations — Employers Confederation of Latvia
(LDDK) and Latvian Chamber of Commerce and Industry (LTRK).
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ABSTRACT

This article analyses volunteering as a powerful tool for empowering young people in Ukraine, highlighting its
role in developing leadership skills, critical thinking and active citizenship. Drawing on national practice and the
author's personal experience in working with young people and European programmes, the study shows how
volunteering enables young people to take responsibility, participate in decision-making and increase their social
engagement.
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ANOTACIJA

Saja raksta tiek analizéts brivpratigais darbs ka spécigs instruments jauniesu iesp&ju paplasinasanai Ukraina,
izcelot ta nozimi liderbas prasmju, kritiskas domasanas un aktivas pilsonibas attistiSana. Balstoties uz nacionalo praksi
un autores personigo pieredzi darba ar jaunieSiem un Eiropas programmam, p&tijuma paradits, ka brivpratigais darbs
lauj jaunieSiem uznemties atbildibu, piedalities IlEmumu pienemsana un palielinat savu socialo iesaisti.

Atslégvardi: brivpratigais darbs, darbs ar jaunatni, jaunieSi, jaunieSu iesp&u paplaSinasana, pilsoniska
lidzdaliba

BASIC THEORETICAL AND PRACTICAL PROVISION

Volunteering is usually defined as the voluntary contribution of time, skills and effort to
activities that serve the public interest, without financial reward. It is based on three fundamental
principles: personal initiative, free choice and no material reward. However, volunteering should
be seen not only as an act of assistance, but also as a powerful tool for youth development. Through
participation in volunteer activities, young people form their civic identity, become more involved
in important social processes and develop the ability to interact effectively with communities and
government institutions [1].

Since volunteering covers a wide range of activities — youth centres, community
organisations, media projects, sporting events, animal shelters and many others — it provides
young people with the opportunity to acquire a variety of skills needed in the 21st century. These
include communication and teamwork skills, leadership qualities, project management, digital
literacy and creative problem solving. Volunteering also helps young people gain experience in
organising events, creating content for social networks, and developing and implementing their
own initiatives. As a result, it becomes a platform for personal growth and a path to more active
participation in public life.
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In many countries, volunteerism has become an integral part of national youth policy, rather
than a spontaneous or isolated social phenomenon. Governments increasingly recognise
volunteering as a strategic tool for promoting civic engagement, developing youth leadership skills,
and strengthening democratic governance. As a result, national and international institutions are
actively promoting programmes that encourage young people to participate in community life, gain
practical experience, and contribute to social development.

The EU demonstrates a consistent and strategic commitment to youth development by
actively creating opportunities for young people and integrating them into key societal processes.
Guided by the EU Youth Strategy (2019-2027) [2], the European Union not only invests in
education, employment, and social inclusion, but also ensures that young people play a central role
in shaping the policies that affect them. Through initiatives built on the core principles of ‘Engage,
Connect, Empower’ and based on 11 European youth policy goals co-developed by young people,
the EU promotes meaningful youth participation in democratic life and decision-making. This
approach illustrates that young people are seen not only as beneficiaries of policy, but also as
important partners in building a more inclusive, innovative, and sustainable Europe.

European Solidarity Corps - an EU-funded program for young people aged 18-30 that
provides opportunities for volunteering, traineeships, and jobs to benefit communities across
Europe and beyond [3]. Projects can be short-term (two weeks to two months) or long-term (two
to 12 months). The European Solidarity Corps offers young people substantial benefits by
providing structured, meaningful, and ethically sound opportunities for personal and civic
development. Its mission to build a more inclusive and supportive society enables young people to
participate directly in addressing social challenges, while strengthening their sense of solidarity,
responsibility, and empathy. By promoting core values such as human dignity, non-discrimination,
pluralis,m and mutual respect, the programme helps to foster a generation of socially conscious
young citizens who are ready to contribute constructively to the development of their communities.
The ESC also creates a safe and supportive learning environment: participants receive clear task
descriptions, training, language support, and respectful treatment that prioritises their well-being
and personal dignity.

The author of this article has personal experience of participating in a short-term international
volunteer project at a youth centre in Finland. This activity significantly broadened his horizons,
facilitated considerable intercultural exchange, and contributed to the development of new personal
and professional skills. This first-hand experience allows us to emphasise that, in practice, the
European Solidarity Corps functions effectively and has a profound impact on the young people
who participate in the programme.

Erasmus+ is the European Union's flagship programme dedicated to supporting education,
training, youth, and sport in Europe [4]. With a budget of €26.2 billion for 2021-2027 — almost
double that of the previous funding period — the programme reflects the EU's strong commitment
to social inclusion, green and digital transformation, and youth participation in democratic life.
Erasmus+ directly contributes to the implementation of key EU policy frameworks, including the
European Education Area, the Digital Education Action Plan, the European Skills Agenda, the
European Pillar of Social Rights, and the EU Youth Strategy 2019-2027. The overall objective of
the programme is to improve the quality, accessibility, and innovation of education, youth work,
and sport through transnational mobility and cooperation. This goal is achieved through three key
actions: (1) supporting learning mobility for individuals; (2) promoting cooperation between
organisations and institutions; and (3) strengthening policy development and cooperation at the
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European level [4]. Through these mechanisms, Erasmus+ plays an important role in promoting
lifelong learning and contributes to the educational, professional, and personal development of
young people in Europe and beyond.

The author of this article is personally familiar with the Erasmus+ programme. Thanks to the
opportunities provided by Key Action 1, she is currently studying on an exchange programme at
the Baltic International Academy, which demonstrates the programme's significant contribution to
the development and internationalisation of higher education. In addition, she actively participates
in various non-formal education activities supported by Erasmus+, including training courses and
youth exchanges, which are implemented under Key Action 2. In the author's opinion, these
initiatives significantly improve young people's understanding of the world, provide access to new
knowledge and diverse perspectives on thematic issues, expand social networks and enhance
competitiveness in the labour market. Overall, participation in Erasmus+ activities clearly
contributes to personal growth, self-development and the acquisition of the necessary competences
for the 21st century.

The ability to build strong and democratic societies relies on the next generation. Besides
developing leadership and appropriate skills, engaging the young in societal affairs and decision-
making ensures that the needs in the next generation are addressed through pertinent policies. Quite
a number of countries have realized this and put in place organized youth policies and initiatives
that bring the government, society, and the young together.

In Europe, there has been the development of formal youth policies that entail institutions,
opportunities for participation, and collaboration between the government and society.

The Estonian National Youth Council, working under the acronym ENYC/ENL, operates
with the help and involvement of all the youth bodies in the nation and also assists in the
development and formation of the local youth bodies [5]. The organization also assists the
youngsters in making contact with the authorities in the counties and the municipalities. The
organization has the advantage because it utilizes a local-control approach in association with the
national development strategy. The “Youth Sector Development Plan 2021-2035” ensures that
everything keeps on running in a stable manner [6].

In Latvia, the national priorities in the field are set by the Ministry of Education and Science,
and the Latvian National Youth Council (LJP) [7], an umbrella organization for the NGOs, enables
networking and representation on the national level. There are also youth offices, advisory bodies,
and/youth specialists in the municipalities who enable the implementation of the local initiatives.
The reason why this system is successful is that it provides a structured framework on all levels, as
well as opportunities through volunteering, projects, and self-managed initiatives, in addition to
formal ways of participation.

In Lithuania, the Lithuanian Youth Council (LiJOT) [8] serves as an NGO network
coordinator and advocate on national policy issues, and there are also municipal youth councils
and coordinators. One of the biggest advantages the Lithuanian system has is that there are distinct
roles for the state, the municipality, and the organization in engaging the youth, and there are also
non-formal education, volunteering, and entrepreneurship and community projects where the youth
are involved.

In the case of Germany, the approach has multiple tiers, where there are youth councils,
parliaments, and advisory boards. These range from the municipal to the federal tiers. There are
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also bodies like the Federal Junior Council in Germany [9], among others, that promote and provide
informal education and other aspects like volunteering and citizen participation. The reason why
the approach succeeds in the German setting and elsewhere needs to be explored.

In Ukraine, the development of the participation framework takes the form of the Ukrainian
Youth Councils Association, uniting the local youth councils in 24 regions and 74 municipalities,
in collaboration with the Ministry of Youth and Sports, and other partners such as UNDP [10].
Engagements include setting up the youth council, volunteering, internship, civic education, and
other forms of non-formal learning. In Ukraine, models include the Estonian model, where there is
a national and local unified approach, Latvia, where the municipal institutions are quite strong, and
the Lithuanian model, where there is a healthy mix between the government and grassroots, and
the German model, where there are multi-levels in the council.

This approach is effective because it finds a way to mix structured systems with dynamic,
youth-led initiatives. The formation of youth participation bodies and offices in different regions
enables the involvement of the youth in decision-making and social initiatives, and there is also
coordination on the national levels that ensures there are available services, training, and support.
There are services such as Participatory Youth Policy, through which the youth play an important
role in social, civic, and recovery initiatives. In conflict and displacement areas, there are initiatives
through which the youth can engage in social volunteering and innovation.

CONCLUSION

The study emphasises that volunteering plays a key role in the development of today's youth,
acting as one of the most effective mechanisms for their social maturation. By participating in
various forms of volunteer activity, young people have the opportunity to try themselves in new
roles, develop responsibility and strengthen their independent decision-making skills.

Volunteering contributes to the development of a wide range of competencies, including
leadership, communication, critical thinking and civic awareness. These competencies are the basis
for young people's active participation in social processes and their further professional growth. In
addition, volunteering is an important channel for involving young people in decision-making
processes, ensuring communication between young people and the authorities, and promoting trust
between them.

As a result, the Ukrainian government and civil society are forming a stable and flexible
system of support for young people, which contributes to the strengthening of democratic processes
and the activation of civic participation. Using the best practices of European models and adapting
them to Ukrainian realities, today's youth have the opportunity to make a real contribution to
decision-making processes, as well as to the development and growth of Ukrainian society.
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ABSTRACT

This paper explores the historical evolution of the Khiva Khanate, the Bukhara Emirate, and the Kokand
Khanate in Central Asia, tracing their origins, political structures, cultural achievements, and eventual decline. By
examining each khanate individually, the study highlights their distinct contributions to the region's history. The paper
also conducts a comparative analysis to uncover the common factors that led to their eventual conquest by the Russian
Empire. Ultimately, this research provides a comprehensive understanding of the khanates' legacy and their impact on
Central Asian history.

Keywords: Central Asia, Khiva Khanate, Bukhara Emirate, Kokand Khanate, Russian Empire Conquest
ANOTACIJA

Saja raksta tiek pétita Hivas hanata, Buharas emirata un Kokandas hanata vésturiska attistiba Centralazija,
izsekojot to izcelsmei, politiskajam struktiram, kultiiras sasniegumiem un galigajam norietam. Izp&tot katru hanatu
atseviski, petijuma tiek izcelts to atSkirigais ieguldijums regiona vésturé. Raksta tiek veikta ari salidzino$a analize, lai
atklatu kopigos faktorus, kas noveda pie to galigas iekaroSanas no Krievijas impgrijas puses. Galu gala Sis p&tijums
sniedz visaptveroSu izpratni par hanatu mantojumu un to ietekmi uz Centralazijas vesturi.

Atslégvardi: Centralazija, Hivas hanata, Buharas emirats, Kokandas hanata, Krievijas imp&rijas iekaroSana

INTRODUCTION

Central Asia, the heart of the ancient Silk Roads, boasts a rich and complex history shaped
by various khanates and kingdoms that rose to prominence during the medieval period[7]. Among
these, the Khiva Khanate, the Bukhara Emirate, and the Kokand Khanate stand out as influential
powers that significantly impacted the region’s political, economic, and cultural landscapes[4][7].

This paper aims to provide a comprehensive exploration of these khanates, beginning with
their origins and development, then moving through their cultural achievements and concluding
with their eventual decline under the Russian Empire[7][10]. By examining each khanate
individually, we will uncover the unique aspects that defined them and also explore the common
threads that linked them together. Ultimately, we aim to shed light on their enduring legacy and
the profound influence they’ve had on the historical tapestry of Central Asia and modern
Uzbekistan.

The Rule of the Khiva Khanate
The Khiva Khanate was established in 1511 by Sultan Ilbars [5][7]. Strategically positioned

along the Silk Road, Khiva quickly became a prominent center of trade and cultural exchange,
fostering economic prosperity and cultural development. This prime location allowed Khiva to
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establish sustainable trade routes by land and sea, including connections through the Caspian Sea
and the remnants of the Silk Road [2][5].

In its early years, the Khiva Khanate focused on consolidating power and expanding its
territories under Sultan llbars and his successors [5]. A stable administrative system was
implemented, laying the groundwork for Khiva’s growth [2][5]. Culturally, Khiva flourished,
producing remarkable architectural landmarks and vibrant arts. Its markets bustled with goods from
across Asia, and its cities became renowned for their unique blend of cultures and traditions.

Economically, Khiva thrived as a trade center, connecting East and West and bringing
significant wealth to the region through both land and sea routes. However, the Khiva Khanate
faced challenges, particularly in the 18th and 19th centuries, with invasions and conflicts, notably
from the Russian Empire [5][7]. The Russian Empire struggled to launch an attack on Khiva due
to its natural barriers and the harsh terrain, which made it a challenging endeavor. Eventually, by
1873, Khiva became a Russian protectorate, marking the end of its independence [5][7].
Nevertheless, the Khiva Khanate’s legacy endures, leaving a lasting impact on the cultural and
historical fabric of Central Asia. Today, the remnants of its culture and its beautiful cities serve as
a testament to its rich history, and the Republic of Uzbekistan continues to honor this legacy.

Rise and conquest of Bukhara Emirate

The Bukhara Emirate was founded in the early 16th century, emerging as a powerful state in
Central Asia[4][8]. Positioned along key trade routes, Bukhara quickly became a center of culture,
learning, and commerce. Alongside Samarkand, Bukhara was at the forefront of Islamic culture
and architectural advancements, shaped by the Shaybanid dynasty and the Timurid Empire[4][7].
In its early years, the Bukhara Emirate focused on consolidating power under the Shaybanid and
later the Manghit dynasties, which allowed it to become a flourishing political and economic center.
Bukhara was renowned for its scholarly traditions, with numerous madrasahs, mosques, and
libraries that attracted scholars from across the Islamic world [4][8]. The Bukhara Emirate also
experienced conflicts with neighboring states, notably the Khiva Khanate [7]. These conflicts were
comparable to modern geopolitical tensions, reflecting ongoing rivalries in the region. Ultimately,
the Bukhara Emirate’s decline came in the 19th century when it became a protectorate of the
Russian Empire in 1868, marking a significant shift in its political landscape[4][7]. Despite these
challenges, Bukhara’s cultural and historical legacy endured, leaving a lasting influence on the
region. Today, Bukhara and its neighboring cities, like Samarkand, stand as enduring symbols of
Central Asian heritage, preserving their historical monuments and vibrant cultural traditions.

The first to Fall: Kokand Khanate

The Kokand Khanate was established in the early 18th century, emerging as a prominent
state in Central Asia[6][7]. Located in the fertile Fergana Valley, Kokand quickly became a vibrant
center of trade, culture, and political power. The khanate was known for its rich cultural heritage,
flourishing arts, and significant architectural developments. In its formative years, the Kokand
Khanate was shaped by the leadership of various dynasties, including the Ming dynasty’s influence
and local Uzbek rulers. This stability allowed Kokand to thrive as a political and economic hub,
attracting merchants and scholars from across the region. Culturally, Kokand was celebrated for its
vibrant traditions, including music, poetry, and intricate handicrafts. The khanate also played a
crucial role in the Silk Road trade, facilitating connections between East and West[6][9]. However,
the Kokand Khanate faced its own set of challenges, particularly from external powers and regional
rivals[7][10]. Conflicts with the Bukhara Emirate and the Khiva Khanate were common, often
driven by territorial disputes and political rivalry. These tensions mirrored the complex geopolitical

228



landscape of Central Asia. In the 19th century, the Kokand Khanate’s power waned as the Russian
Empire expanded its influence. By the mid-19th century, Kokand faced pressure from Russian
forces, and by the 1870s, it was ultimately incorporated into the Russian Empire, leading to its
decline [6][7]. Despite this, the Kokand Khanate left a rich legacy, influencing the culture and
history of Central Asia. Today, the region of Kokand remains a testament to its historical and
cultural significance.

Comparative Analysis of Central Asian Khanates: Culture, Commerce, and Conquest

Central Asia, the heart of the ancient Silk Roads, is renowned for its rich and complex history.
Among the prominent powers that shaped the region during the medieval period are the Khiva
Khanate, the Bukhara Emirate, and the Kokand Khanate. Each of these entities contributed
uniquely to the political, economic, and cultural fabric of Central Asia.

Cultural Achievements and Traditions

The Khiva Khanate, established in 1511, became a beacon of cultural prosperity. Its
architectural landmarks, vibrant arts, and bustling markets reflected a unique blend of cultures and
traditions. Similarly, the Bukhara Emirate, flourishing from the early 16th century, was renowned
for its scholarly traditions. Its madrasahs, mosques, and libraries attracted scholars from across the
Islamic world, making Bukhara a center of learning and culture. The Kokand Khanate, emerging
in the early 18th century, also celebrated its rich traditions, from music and poetry to intricate
handicrafts.

Economic Foundations and Trade

Trade was the lifeblood of these khanates. Khiva’s strategic position allowed it to become a
major trade center, connecting East and West through both land and sea routes, including the
Caspian Sea. Bukhara’s location along key Silk Road routes facilitated a flourishing economy, and
Kokand’s position in the fertile Fergana Valley made it a vital hub for merchants and traders.
Through these trade networks, these khanates not only amassed wealth but also facilitated cultural
exchange, enriching the region’s heritage.

Conflicts and Decline Under the Russian Empire

Despite their prosperity, these khanates faced significant challenges from external powers.
The Khiva Khanate withstood Russian advances for a long time, thanks to natural barriers and
tough terrain [7]. However, by 1873, Khiva became a Russian protectorate. The Bukhara Emirate
similarly succumbed to Russian influence by 1868, and the Kokand Khanate was incorporated into
the Russian Empire in the 1870s. These conquests marked the decline of their independence but
also integrated their cultures into the larger Russian and, later, Soviet framework.

Enduring Legacy
Despite their decline, the legacy of the Khiva Khanate, Bukhara Emirate, and Kokand
Khanate continues to shape the cultural and historical landscape of Central Asia. The monuments,

traditions, and historical sites of these regions are testaments to their enduring influence and
continue to be celebrated in modern Uzbekistan.
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CONCLUSIONS

In exploring the Khiva Khanate, the Bukhara Emirate, and the Kokand Khanate, we uncover
a rich tapestry of cultural, economic, and political developments that shaped Central Asia[7]. Each
khanate brought its own unique contributions, from Khiva’s architectural wonders and vibrant trade
networks to Bukhara’s scholarly legacy and Kokand’s cultural richness. Despite their eventual
decline under the Russian Empire, the enduring legacy of these khanates continues to resonate in
modern Uzbekistan, enriching the region’s identity and heritage [S][7]. Through this comparative
analysis, we gain deeper insight into how these states navigated the complexities of their time,
balancing prosperity with external pressures. Ultimately, the Khiva Khanate, Bukhara Emirate, and
Kokand Khanate collectively contributed to the rich historical tapestry of Central Asia, leaving a
lasting imprint that continues to inspire and inform.
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ABSTRACT

The study examines the theoretical and practical aspects of the formation of diplomatic relations between
Latvia and Uzbekistan. It analyzes the main areas of bilateral cooperation, including trade and economic relations,
transport and logistics, education, and cultural ties. Particular attention is paid to identifying the factors that contribute
to strengthening the partnership, as well as the obstacles that hinder its development. The research employs
comparative and systemic analysis methods, statistical data, official documents, materials from intergovernmental
meetings, and publications of international organizations.

Keywords: Latvia, Uzbekistan, diplomatic relations, cooperation, trade, investment, education, sustainable
development, analysis, international relations

INTRODUCTION

The dynamic development of diplomatic and economic relations between Latvia and
Uzbekistan requires continuous analysis and strategic planning. Both countries strive to strengthen
their presence on the international stage by expanding cooperation in areas such as trade,
investment, logistics, education, and sustainable development. The relevance of the study is
determined by the fact that, amid global economic transformations and increasing international
competition, strengthening bilateral relations between countries with complementary economies
and strategic interests becomes particularly important. The purpose of the study is to analyze the
theoretical and practical aspects of the formation and development of diplomatic relations between
Latvia and Uzbekistan, as well as to identify the factors that contribute to or hinder their further
strengthening. The research is based on the application of systemic and comparative approaches,
as well as on the analysis of statistical data, official documents, materials from intergovernmental
meetings, publications of international organizations, and academic sources. Altogether, this
comprehensive approach ensures an objective assessment of the current state of Latvian—Uzbek
relations, which subsequently makes it possible to determine the strategic directions for their
further development.
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THEORETICAL AND PRACTICAL FOUNDATIONS

The study presents an analysis of the theoretical and practical aspects of the formation of
diplomatic relations between Latvia and Uzbekistan. After Latvia regained its independence in
1991, its foreign policy course was directed toward integration into the European and Euro-Atlantic
space. From the early years of independence, the country actively participated in international
organizations and strengthened ties with neighboring states. Uzbekistan, on the other hand, after
the dissolution of the USSR, faced the need to restructure its economic and social institutions. In
other words, the country underwent a complex transitional period marked by the search for new
partners and directions of cooperation [1]. For this reason, the establishment of diplomatic relations
with Latvia was of particular importance for Uzbekistan, as it opened opportunities to access
European markets and acquire technological experience.

In this context, the diplomatic relations between Latvia and Uzbekistan acquired a strategic
character, reflecting the mutual interest of both sides in political and economic rapprochement.
These relations were officially established on November 3, 1992, when embassies were opened in
Tashkent and Riga. This marked an important step toward the institutionalization of cooperation.
In the following years, reciprocal visits by presidents, ministers, and business representatives
further strengthened mutual trust and set long-term development priorities [2].

Subsequently, in 1998, the Intergovernmental Commission was established, becoming a
key mechanism for coordinating economic and educational projects, including issues of investment
cooperation and academic exchange [3]. Thus, at the beginning of the 21st century, diplomatic
relations between Latvia and Uzbekistan gained a more stable and institutionalized form. One of
the significant milestones was the opening of direct air service between Riga and Tashkent, which
strengthened transport connectivity and stimulated the development of business and cultural
contacts. Educational initiatives, in turn, laid the foundation for long-term partnerships between
universities of both countries. Gradually, cultural and humanitarian cooperation emerged as an
independent direction of bilateral interaction [4]. Consequently, it can be concluded that the
conceptual principles of diplomacy based on economic and cultural integration have been
successfully embodied in the practical development of Latvian—-Uzbek relations.

RESEARCH RESULTS AND THEIR EVALUATION

The study has established that trade relations between Latvia and Uzbekistan represent one
of the most stable areas of bilateral cooperation. Despite differences in economic scale and
geographical distance, both countries have developed interaction mechanisms that ensure a steady
trade turnover and a positive dynamic in political relations. It is important to note that in 2023,
Latvia’s total exports to Uzbekistan amounted to €90.44 million, while imports from Uzbekistan
reached €32.18 million [5]. Thus, Latvia maintains a positive trade balance, indicating a relatively
high demand for Latvian goods in the Uzbek market. In other words, trade relations can be
considered stable, although their share in the overall foreign economic structure of both countries
remains moderate.

Overall, the dynamics of exports from Uzbekistan to Latvia during the period 2010-2022
demonstrate a wave-like development pattern. The lowest figures were recorded in 2013, followed
by a significant increase in 2014, when export volumes nearly doubled — likely due to new trade
agreements and growing demand for Uzbek products in EU countries (Fig. 1.1).
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2022 I ——— 105842.8
2021 ———— 55228.9

2020 I 37679.6

2019 I 52568.7

2018 I 46311.6

2017 I 82312.8

2016 I 57715.2

2015 I 43243.5

20014 I ———1B 249..8
2013 I 594409.7

2012  ——— 65299.4

2011 I 74999

2010 ——— 819448

Fig. 1.1. Volume of exports of the Republic of Uzbekistan to Latvia, annual

This implies that Uzbekistan’s imports from Latvia during the same period show a
somewhat different trend. Initially, there was a growth phase that peaked in 2018, when Latvian
export deliveries exceeded €390 million [6]. Subsequently, a gradual correction occurred, and by
2022 imports had almost halved (Fig. 1.2).

2022 I 175651.39

2021 M 177500.13

2020 M 335095.22
2019 I 328303.67
2018 I 392399
2017 I 212700.02

2016 N 241868.29

2015 N 136687.43

2014 I 136859.89

2013 N 189333.5

2012 M 180231.18

2011 M 130398.99

2010 Mam 53578.3

Fig.2.2. Volume of imports of the Republic of Uzbekistan from Latvia, 2010-2022

The data presented in Figures 1.1 and 1.2 reveal that the structure of trade demonstrates
clear complementarity between the two economies. Latvian exports primarily consist of machinery,
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equipment, chemical and pharmaceutical products, as well as wood-processing goods [7]. In turn,
Uzbekistan exports textiles, agricultural and fruit-and-vegetable products, and certain categories of
mineral goods to Latvia. The analysis suggests that this structure indicates the absence of direct
competition in key sectors, reinforcing the mutually beneficial nature of trade.

As the author of the study notes, despite the positive dynamics of trade relations, certain
obstacles still hinder further development. These include complex transport routes, administrative
barriers, and differences in technical standards. Therefore, both sides attach particular importance
to improving logistics infrastructure. In this regard, the activities of the Intergovernmental
Commission and the representative office of the Investment and Development Agency of Latvia
(LIAA) in Tashkent play a crucial role in addressing these issues.

Nevertheless, educational cooperation also plays a vital role in developing bilateral
relations. The participation of Uzbek students in Latvian universities contributes to the formation
of social and cultural capital, which later transforms into stable economic connections, facilitating
interaction between business communities in both countries [8]. As a result, academic partnerships
perform an indirect yet significant function in strengthening mutual trust and the business
environment.

The analysis conducted shows that trade and economic relations between Latvia and
Uzbekistan have evolved from occasional transactions into a stable system of exchange based on
institutional support and mutual interest. Consequently, it can be concluded that with consistent
efforts to eliminate transport and administrative barriers, bilateral trade turnover possesses
substantial potential for further expansion and consolidation.

CONCLUSION

As a result of the conducted analysis, it can be concluded that the development of
cooperation between Latvia and Uzbekistan is characterized by stable positive dynamics and the
expansion of areas of interaction. In recent years, the partnership between the two countries has
moved beyond traditional trade, encompassing the logistics sector, educational initiatives, and joint
projects in the fields of sustainable development and climate adaptation. It is important to
emphasize that the organization of economic forums, including “Made in Uzbekistan” in Riga, and
the increased activity of the Intergovernmental Commission demonstrate both sides’ commitment
to establishing long-term mechanisms of collaboration.

The author of the study also notes that the key priorities of bilateral cooperation include the
modernization of transport corridors, which should lead to the optimization of customs procedures
and, consequently, to the improvement of logistics chain efficiency. Despite the progress achieved,
the analysis has identified several factors that still constrain the development of cooperation. These
include significant geographical distance, differences in levels of economic development,
administrative barriers, and inconsistencies in technical standards. Overcoming these limitations
requires coordinated actions and the creation of flexible mechanisms for interdepartmental
cooperation. In the author’s view, particular attention should be paid to simplifying visa procedures
and digitalizing document exchange, as this would strengthen mutual trust and stimulate business
activity between the two countries.

Thus, the prospects for the development of Latvian—Uzbek relations appear sustainable,
and maintaining this trajectory may lead to the gradual advancement of bilateral cooperation and
the establishment of a stable system of interaction aligned with current economic and political
realities.
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ABSTRACT

The article examines gamification and transformational games as factors in resilience development among
student youth under conditions of stress and uncertainty. The research problem is the need to strengthen psychological
stability and adaptability in education. Novelty lies in combining interactive tools with digital psychology practices,
including telepsychology and wearable technologies. Conclusions confirm that such integration enhances motivation,
collaboration, and supports the development of resilience.

INTRODUCTION

Under Martial Law in Ukraine, student youth face the problem of heightened stress, social
instability, and persistent uncertainty about the future, which undermine their ability to maintain
psychological balance and effective learning. Developing resilience becomes a critical challenge,
as young people must learn to overcome difficulties, adapt to rapidly changing conditions, and
preserve social interaction. To address this problem, innovative approaches are required that
strengthen motivation and engagement. Interactive tools and methods, particularly
transformational games, provide a safe environment for modeling life situations, fostering self-
reflection, communication skills, and inner stability. In combination with gamification, these
practices can serve as effective means of building psychological resilience and supporting
adaptation to stressful conditions.

The goal of the research is to examine the role of interactive methods and transformational
games in development of psychological resilience among student youth.

This research employs literature analysis through the review and synthesis of scientific
sources on resilience, gamification, and transformational games.

BASIC THEORETICAL AND PRACTICAL PROVISION

The idea of resilience development for young students is informed by motivational,
engagement, and psychological flexibility theories, supported by interactive and game-based
constructs that enrich learning. Studies on digital platforms, such as Kahoot [2] and Socrative [3],
show that gamification and formative assessment tools enhance feedback, self-reflection, and
communication. Similarly, existential paradigms for transformational games [1] emphasize
symbolic enactments and metaphorical design as mechanisms for deep psychological
transformation, authenticity, and inner balance. Collectively, these studies establish the theoretical
premise for including interactive digital spaces and transformational practices within educational
psychology, demonstrating their ability to develope resilience in times of stress and uncertainty.
The proposed [4] Blind Time gamification scheme, inspired by the TV show Time Zone, integrates
time management, emotional regulation, and cooperative problem-solving to deliver interactive
learning experiences that support resilience. Unlike classic quiz or assessment tools, this format
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immerses students in narrative-driven challenges that are competitive, collaborative, and focused
on uncertainty management. Transformational games simulate symbolic scenarios, enabling self-
observation and growth through experiential learning. Alongside these technologies,
telepsychology, wearable devices, and ethical digital practices expand access and promote well-
being. Used together, these methods balance technological novelty with psychological depth,
providing students with opportunities to participate, regulate emotions, and overcome adversity in
both classroom and broader social contexts.

RESEARCH RESULTS AND THEIR EVALUATION

The synergy of transformational games with interactive digital instruments leads to a multi-
dimensional learning environment that combines psychological depth and technological
integration. Engagement in these games offers opportunities and symbolic spaces for self-
reflection, modelling of life situations and fostering authenticity as well inner balance, while also
encouraging formative assessments through gamified tasks and instant feedback via interactive
platforms like Kahoot or Socrative. Put together, these approaches reinforce each other: interactive
devices keep individuals engaged and contributing, while transformational games build emotional
resilience and enhance personal growth. This synergy enables teachers and psychologists to
develop learning activities that are effective and transformative, which foster adaptability and
psychological well-being in complex social environments.

CONCLUSION

The research confirms that combining interactive platforms, transformational games, and
digital psychology practices creates a balanced framework for motivation, engagement, and
psychological well-being of student youth. Looking ahead, our plans focus on expanding empirical
studies that unite gamification tools with transformational approaches to measure long-term
effects, developing pilot programs that integrate telepsychology and interactive learning in
Ukrainian educational institutions, and creating methodological guidelines for educators and
psychologists to balance innovation with ethical standards. Particular attention will be given to the
gender dimension and the influence of students’ living environments, ensuring that resilience-
building strategies are sensitive to diverse social contexts. Together, these directions aim to
advance the development of resilience as a core capacity for adaptation and sustainable growth in
education.
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ABSTRACT

This study explores the motivation of prospective university lecturers to develop test competence, emphasizing
its role in ensuring effective assessment in higher education. The research examines psychological and pedagogical
factors influencing engagement with test design, digital tools, and evaluative practices, aiming to identify strategies
that foster intrinsic motivation and enhance professional readiness for accurate, competency-based student assessment.

Keywords: digital assessment, motivation, pedagogical competence, prospective university lecturers, test
competence

INTRODUCTION

In contemporary higher education, the formation of test competence has become a necessary
component of professional readiness for prospective university lecturers. The rapid integration of
digital tools into assessment practices, together with changing expectations placed upon academic
staff, intensifies the need to understand the psychological mechanisms that motivate students -
future teachers to engage with test design and evaluation. Test competence is an integral part of the
pedagogical competence (more specifically, a component of methodological competence) profile
of university teachers, encompassing knowledge of assessment principles, analytical decision-
making and the ability to design valid and reliable testing instruments [1; 4]. Studies that focus on
subject-specific pre-service teachers indicate that test competence includes not only technical test
construction skills but also contextual awareness of test tasks’ cultural and didactic
appropriateness, which further affects learners’ motivation and assessment validity [4; 5].

Motivation plays a decisive role in whether future lecturers choose to invest cognitive and
emotional effort in developing these skills. In the context of transformational processes in
education, motivation is strengthened when learners perceive assessment literacy as professionally
meaningful, personally beneficial and closely connected to their anticipated teaching roles [2].
Empirical evidence shows that achievement motivation and students’ learning motivation correlate
with assessment outcomes and institutional metrics (e.g., Grade Point Average (GPA) — the average
score of the graduate’s diploma), which suggests that motivation both influences — and is
influenced by — assessment practices and expectations within institutions [6]. At the same time,
according to the study that provides empirical evidence on how perceived trust (PT) and technology
anxiety (TA) influence the intention to technology tools within higher education institutions
(HEIs), using a modified UTAUT (the Unified Theory of Acceptance and Use of Technology)
framework tailored to user-behavior contexts, the transition toward digital assessment
environments requires future lecturers to overcome psychological barriers such as TA; perceived
trust in digital platforms and reduced anxiety correlate positively with intention to use technology
for assessment [8]. These psychological factors therefore mediate engagement with test
competence and call for supportive learning conditions that enhance confidence, autonomy and
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perceived self-efficacy [7]. Design-oriented models of learning highlight that student (and trainee)
engagement increases when tasks are meaningful and when learners act as co-designers of
assessment processes [3]. The growing complexity of digital testing systems and evaluative tools
reinforces the need to explore how intrinsic motivation — underpinned by curiosity, mastery
orientation and self-determination—can be intentionally cultivated within master’s and doctoral
curricula.

BASIC THEORETICAL AND PRACTICAL PROVISION

A synthesis of current scholarship indicates that professional competence formation in higher
education is influenced by interlocking psychological, pedagogical and technological dimensions.
From the psychological perspective, intrinsic motivation emerges as a central determinant of
engagement: prospective lecturers are more willing to develop test competence when they feel
autonomous in decision-making, perceive assessment design as intellectually stimulating and
recognise its importance for their professional identity [1; 2]. Domain-specific studies confirm that
pre-service teachers’ readiness to engage with assessment design is strengthened by subject-
relevant exemplars, scaffolded practice and reflection on test appropriateness [4; 5].

Practically, the development of test competence depends on structured opportunities to
design assessment tasks, analyse student performance data and practice with digital testing systems.
Teacher education that integrates active methods (workshops, microteaching, simulated testing)
fosters both competence and motivation [2; 5]. The motivational climate is enhanced when training
formats promote collaboration, constructive feedback and reflective practice — conditions
associated with higher intrinsic engagement and reduced technology anxiety when combined with
trustworthy digital tools [7; 8]. Laurillard’s design science framework underscores that motivation
increases as learners assume the role of designers responsible for creating coherent, pedagogically
grounded evaluative tasks, receiving rapid feedback and observing the impact of their design
decisions on learning outcomes [3]. At the institutional level, evidence suggests that perceived
institutional feedback loops (e.g., linkage between assessment, learning outcomes and grades) can
either support or undermine motivation depending on transparency and fairness [6].

RESEARCH RESULTS AND THEIR EVALUATION

The cross-analysis of theoretical and empirical sources reveals that motivation to form test
competence among prospective university lecturers is shaped by several interrelated psychological
determinants:

1. Intrinsic motivation and mastery orientation. Enjoyment of intellectual challenge and
a drive for professional mastery predict deeper engagement with assessment design
tasks; discipline-specific training further reinforces perceived relevance. Pre-service
language teacher research exemplifies how subject literacy and contextualized tasks
stimulate intrinsic interest in test design [4; 5].

2. Self-efficacy and perceived competence. Belief in one’s ability to use assessment
technologies and interpret results fosters persistence and experimentation; self-efficacy
is enhanced by scaffolded practice, modelling and incremental successes [2; 3].

3. Technology-related attitudes (trust vs. anxiety). Intention to adopt digital assessment
tools depends on perceived trustworthiness and low technology anxiety; recent models
adapting UTAUT show perceived trust and anxiety as key predictors of use intention in
higher education contexts [8].
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4. Achievement and institutional feedback. Learners’ motivation is responsive to
institutional assessment cultures; studies linking GPA, entrance assessment results and
learning motivation show that assessment practices create motivational climates that
feed back into students’ (and trainees’) orientation toward mastering assessment skills
[6].

5. Social and contextual motivators. Mentoring, peer support and opportunities for
collaborative design increase relatedness and offer normative reinforcement for
investing in test competence [1; 7].

Evaluation suggests that competence formation is most effective when curricula attend
simultaneously to psychological needs (autonomy, competence, relatedness), subject specificity
(authentic, discipline-aligned tasks), and technological trust (low anxiety, high perceived
reliability). Interventions that combine microteaching in assessment design, reflective logs, and
supervised practice with digital platforms are likely to produce measurable gains in both motivation
and competence [2; 3; 5; 8].

CONCLUSION

The formation of test competence among prospective university lecturers hinges on
psychological motivational factors—particularly intrinsic motivation and self-efficacy—while
being shaped by pedagogical design and technological affordances. Subject-specific evidence
demonstrates that contextualised practice increases both competence and motivation (notably in
language teaching contexts) [4; 5]. Institutional assessment cultures and measurable indicators
(e.g., correlations between GPA and motivation) further frame trainees’ engagement with
assessment literacy [6]. Finally, perceived trust in technology and reduction of technology anxiety
are indispensable for the adoption of digital assessment practices [8]. Preparing future lecturers
therefore requires an integrated strategy that combines motivational support, discipline-aligned
assessment design opportunities, scaffolded digital training and institutional practices that reinforce
the professional value of test competence [1-8].
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ABSTRACT

The study examines psychology students’ acceptance of artificial intelligence in higher education, focusing on
perceived benefits, risks, and ethical concerns. A survey of 42 students combined quantitative ratings with thematic
analysis of open-ended responses. Results reveal high perceived usefulness alongside fears of cognitive dependency
and academic dishonesty. The findings highlight the need for clear institutional guidelines and critical Al literacy in
psychology curricula.

Keywords: academic integrity; Al in education; learning effectiveness; psychology students; technology
acceptance

INTRODUCTION

The rapid expansion of artificial intelligence (Al) technologies across educational contexts
has generated a profound transformation in how students acquire, process, and evaluate knowledge.
In higher education, Al-driven tools ranging from automated feedback systems to generative text
models are increasingly embedded in everyday learning practices, prompting new psychological
questions about student acceptance, trust, and perceived impact on learning outcomes. These issues
become particularly salient in psychology education, where training emphasizes critical thinking,
methodological rigor, and ethical awareness. Consequently, psychology students represent a unique
group whose attitudes toward Al may not only reflect general digital literacy trends but also
internalized disciplinary values concerning autonomy, responsibility, and evidence-based
reasoning.

Recent research shows that university students overall demonstrate moderate-to-high
acceptance of Al tools when they perceive them as useful, efficient, and supportive of
comprehension (Tian et al., 2025). Within the well-established Technology Acceptance Model
(TAM), perceived usefulness and perceived ease of use remain significant predictors of intention
to use Al for academic purposes (Davis, 1989). However, psychological variables such as trust,
epistemic vigilance, and academic self-efficacy increasingly shape how learners evaluate Al-
generated outputs. Studies indicate that students tend to trust Al tools more when the information
provided aligns with prior knowledge or appears internally consistent, yet they remain sceptical of
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overly generic or unreferenced responses. This dynamic is especially pronounced in fields that
require conceptual precision, such as psychology, where inaccuracies or oversimplifications may
reinforce misconceptions rather than support deep learning (Holmes, & Porayska-Pomsta, 2022).

At the same time, concerns regarding academic integrity and overreliance on automated
assistance are growing. Research shows that students worry about the potential misuse of Al for
completing assignments without genuine comprehension, which can undermine both learning
quality and academic fairness (Cotton et al., 2024; Kasneci et al., 2023). Psychology students, who
are routinely trained to reflect on cognitive processes, biases, and ethical decision-making, may
experience heightened tension between the efficiency offered by Al tools and the risk of diminished
analytical engagement. This ambivalence reflects broader societal debates around Al: while it is
framed as an innovative and supportive educational technology, it simultaneously evokes anxieties
about loss of agency, authenticity, and evaluative skills (Williamson & Piattoeva, 2022).

Despite increasing empirical work on Al acceptance in higher education, relatively few
studies investigate the attitudes of psychology students specifically. Given the discipline’s focus
on understanding human cognition, behaviour, and learning, examining psychology students’
perceptions is essential for designing responsible Al-integrated curricula. Their attitudes may serve
as early indicators of how future psychologists will engage with Al in professional contexts,
including clinical decision-support systems, psychometric evaluation tools, and digital mental
health interventions (Topol, 2019; Luxton, 2016).

The present study aims to address this gap by exploring psychology students’ acceptance of
Al in higher education and evaluating perceived benefits and risks associated with its academic
use. The research focuses on identifying the psychological factors shaping positive or cautious
attitudes, including trust in Al-generated content, concerns regarding academic dishonesty, and
beliefs about the impact of Al on cognitive engagement and skill development. Through a mini
empirical study integrating quantitative and qualitative data, the article seeks to contribute to a
nuanced understanding of the psychological mechanisms underpinning Al adoption among
psychology students and to inform pedagogical strategies that support ethical and meaningful
integration of Al tools into psychology education.

BASIC THEORETICAL AND PRACTICAL PROVISION

The integration of artificial intelligence into higher education is best understood through
established theoretical models that explain how learners evaluate and adopt new technologies
(Holmes, et al., 2025). One of the most influential frameworks, the Technology Acceptance Model
(TAM), posits that perceived usefulness and perceived ease of use are central determinants of
whether individuals will engage with a technological system (Davis, 1989). Subsequent extensions
of the model emphasize additional factors such as perceived enjoyment, subjective norms, and
system quality, all of which shape users’ attitudes and behavioural intentions (Venkatesh & Bala,
2008). In the context of Al in education, these constructs form the foundation for understanding
the psychological mechanisms that drive student acceptance or resistance.

From a cognitive standpoint, students’ interactions with Al tools involve processes of
evaluation, verification, and epistemic vigilance. Epistemic vigilance refers to the cognitive
strategies individuals use to assess the reliability of information sources (Sperber et al., 2010).
When engaging with Al-generated outputs such as summaries, explanations, or practice items
students must decide whether the information aligns with established knowledge, appears logically
coherent, and is supported by appropriate evidence. Research indicates that students often
experience uncertainty regarding the accuracy of Al responses, leading them to rely on cross-
checking strategies or revert to traditional learning materials (Holmes, & Porayska-Pomsta, 2022).
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This psychological tension highlights the need for critical thinking skills and metacognitive
awareness when integrating Al tools into academic workflows.

Ethical considerations also play a significant role in shaping perceptions of Al in education.
Concerns about academic integrity, plagiarism, and the potential erosion of autonomous learning
have been widely documented (Cotton et al.,, 2024). Generative Al tools, while capable of
producing coherent and structured responses, may inadvertently encourage superficial engagement
with material or promote shortcut behaviours among students who are under pressure or lack
confidence. For psychology students in particular, whose curriculum emphasises responsible
research practices and ethical decision-making, these concerns intersect directly with disciplinary
values. Educators have noted that students often express ambivalence: they appreciate Al’s ability
to scaffold learning but worry that it may undermine the development of independent analytical
skills (Kasneci et al., 2023).

On a practical level, Al offers substantial pedagogical benefits that can enhance the learning
experience for psychology students. Al-driven platforms can provide immediate feedback, generate
personalized study materials, simulate case analyses, and support comprehension of complex
theoretical concepts (Zawacki-Richter et al., 2019). These tools can supplement traditional
instruction by offering multiple explanations of a difficult topic, creating self-paced quizzes, or
modelling examples of psychological reasoning. Such features may reduce cognitive load and
increase motivation, particularly for students who struggle with dense theoretical texts or require
additional clarification (Chen et al., 2020). Furthermore, Al systems can help students practice
essential skills such as hypothesis formation, diagnostic reasoning, or research design by generating
illustrative scenarios or prompting reflective dialogue.

However, the practical use of Al in psychology education raises meaningful pedagogical
questions. One challenge concerns the risk of overreliance on Al-generated content, which may
limit opportunities for deep learning and reduce students’ proficiency in constructing arguments,
evaluating evidence, or synthesizing information independently. Another issue relates to the
variability in Al output quality: while some explanations are accurate and pedagogically useful,
others may contain errors, conceptual oversimplifications, or culturally biased assumptions
(Williamson & Piattoeva, 2022). Educators must therefore consider how to scaffold Al use in ways
that preserve academic rigor while supporting student engagement.

An additional practical consideration involves the psychological experience of learning with
Al. Research has shown that Al tools can influence students’ academic self-efficacy their belief in
their ability to accomplish learning tasks (Bandura, 1997). Students who view Al as a supportive
tool may experience increased confidence in navigating complex material, whereas those who fear
dependency or misuse may experience heightened anxiety or decreased motivation. For
psychology students, this dynamic is particularly relevant, as their professional identity is closely
linked to analytical proficiency, ethical responsibility, and self-regulated learning.

RESEARCH RESULTS AND THEIR EVALUATION

The empirical component of the study involved 42 psychology students enrolled in the
Master’s Programme from Kharkiv region. Participants completed an anonymous online
questionnaire consisting of Likert-scale items and open-ended questions that assessed perceived
usefulness of Al, trust in Al-generated responses, perceived risks, and ethical concerns.
Quantitative results were analysed using descriptive statistics, while qualitative responses were
examined using thematic analysis (Braun & Clarke, 2006).

Overall, the data indicate a generally positive though cautious orientation toward Al-
supported learning. Of the 42 respondents, 32 students (76.19%) reported that Al tools improved
their learning efficiency by helping them organize information, clarify complex theories, or
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generate practice materials. Similarly, 29 students (69%) agreed or strongly agreed that Al
enhances their understanding of psychological concepts, especially when preparing for
examinations or writing assignments.

However, concerns were also prominent. When asked whether Al use might weaken
independent analytical skills, 22 students (52.38%) expressed agreement, noting that the
availability of ready-made explanations might reduce their engagement with foundational texts or
critical reasoning processes. Additionally, 20 students (47.62%) perceived a moderate to high risk
of academic dishonesty associated with Al tools, particularly in relation to completing written
assignments without genuine comprehension.

Trust in Al-generated content appeared relatively mixed. Only 14 students (33.3%) stated
that they trust Al responses without additional verification, while 28 students (66.6%) reported that
they routinely cross-check Al outputs against scientific sources, lecture materials, or peer-reviewed
articles. This finding aligns with recent studies suggesting that students often rely on parallel
verification strategies when engaging with generative Al tools (Holmes, & Porayska-Pomsta,
2022).

When asked about emotional responses to Al use, 17 students (40.48%) reported increased
confidence in navigating complex theoretical content, whereas 11 students (26.19%) reported
feelings of uncertainty or anxiety linked to concerns about potential inaccuracies or overreliance.

Thematic analysis of open-ended responses yielded three dominant categories reflecting
students’ nuanced perceptions of Al in psychology education.

Al as a Facilitator of Comprehension and Academic Support

Students frequently described Al as a helpful resource that provides immediate clarification,
alternative explanations, and structured summaries of theoretical material. Examples included

statements such as:
“Al helps me understand theories more quickly, especially when I'm stuck.”
“It feels like having a personal tutor available anytime.”

This theme supports empirical findings that Al-based tools can enhance perceived learning
effectiveness and reduce cognitive load (Zawacki-Richter et al., 2019).

Concerns About Cognitive Dependency and Reduced Analytical Engagement

Many students articulated fears that reliance on Al may undermine key academic skills:

“I worry that I think less deeply because answers come too easily.”
“Sometimes I depend on Al summaries instead of reading the full theory.”

These concerns mirror theoretical discussions on the potential erosion of critical thinking and
epistemic autonomy in Al-mediated learning environments (Kasneci et al., 2023).

Ethical Tensions and Ambivalence About Academic Integrity

Students expressed awareness that Al-generated text could be misused in ways that
compromise ethical academic behaviour. Several responses reflected an internal conflict between

efficiency and authenticity:
“It’s tempting to use Al for writing tasks, but I know it’s not really my work.”
“Al can make studying easier, but it also makes cheating easier.”

This ambivalence is consistent with broader academic concerns regarding the impact of
generative Al on plagiarism, authorship, and assessment validity (Cotton et al., 2024).

Evaluation of the Findings

Taken together, the results indicate a complex psychological negotiation between the
advantages and limitations of Al-supported learning. Students show strong appreciation for Al’s
pedagogical value, particularly in simplifying complex concepts and providing feedback. At the
same time, their concerns about overreliance, skill degradation, and academic integrity highlight
the importance of clear institutional guidelines and sustained digital literacy training.

The coexistence of enthusiasm and caution reflects broader trends in the literature, which
emphasize that Al acceptance is rarely unidimensional but shaped by trust, self-efficacy, perceived
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usefulness, and ethical considerations (Venkatesh & Bala, 2008; Williamson & Piattoeva, 2022).
For psychology students, whose academic development depends heavily on analytical reasoning
and responsible research conduct, these tensions may be particularly salient. Thus, the findings
underscore the need for balanced pedagogical frameworks that leverage Al’s strengths while
preserving core disciplinary competencies.

CONCLUSIONS

The findings of this study demonstrate that psychology students hold a nuanced and
ambivalent stance toward the integration of artificial intelligence in higher education. While the
majority of participants acknowledged the pedagogical value of Al particularly its capacity to
clarify complex theoretical material, provide immediate feedback, and enhance overall study
efficiency they also expressed substantial reservations regarding cognitive dependency, reduced
analytical engagement, and risks to academic integrity. These concerns reflect a broader
psychological negotiation between the learning benefits offered by Al and the potential erosion of
core academic competencies essential for the training of future psychologists.

The results underscore the importance of developing institutional guidelines and learning
strategies that support responsible, transparent, and educationally meaningful engagement with Al.
Such strategies might include integrating digital literacy modules into psychology curricula,
providing instruction on the critical evaluation of Al-generated information, and establishing clear
boundaries regarding academic integrity. Doing so would allow educators to harness the benefits
of Al while mitigating risks related to overdependence, skill degradation, and ethical misuse.

Overall, the study contributes to a growing body of literature that positions student attitudes
as central to successful Al implementation in higher education. As Al technologies continue to
evolve and permeate the learning environment, understanding the psychological determinants of
acceptance among future mental health professionals becomes a critical step toward designing
learning ecosystems that are both technologically advanced and pedagogically responsible. Future
research should expand upon these findings by examining longitudinal changes in students’
attitudes, comparing trends across different academic years, and exploring how specific Al
competencies develop over time.

REFERENCES

Bandura, A. (1997). Self-efficacy: The exercise of control. W. H. Freeman.
. Braun, V., & Clarke, V. (2006). Using thematic analysis in psychology. Qualitative Research in Psychology, 3(2),
77-101. https://doi.org/10.1191/1478088706qp0630a

3. Chen, X., Zou, D., Cheng, G., & Xie, H. (2020). Detecting latent topics and trends in educational technologies over
four decades using structural topic modeling: A retrospective of all research published in Computers & Education
from 1980 to 2019. Computers & Education, 151, 103-855. https://doi.org/10.1016/j.compedu.2020.103855

4. Cotton, D.R., Cotton, P.A. and Shipway, J.R. (2024) Chatting and Cheating: Ensuring Academic Integrity in the
Era of ChatGPT. Innovations in  Education and  Teaching  International, 61,  228-239.
https://doi.org/10.1080/14703297.2023.2190148

5. Davis, F. D. (1989). Perceived usefulness, perceived ease of use, and user acceptance of information technology.
MIS Quarterly, 13(3), 319-340. https://doi.org/10.2307/249008

6. Holmes, W., Mouta, A., Hillman, V., ... & Yeo, B. (2025). Critical studies of artificial intelligence and education:
Putting a stake in the ground. SSRN. https://doi.org/10.2139/ssrn.5391793

7. Holmes, W., & Porayska-Pomsta, K. (Eds.). (2022). The Ethics of Artificial Intelligence in Education: Practices,
Challenges, and Debates (1st ed.). Routledge. https://doi.org/10.4324/9780429329067

8. Kasneci, E., SeBler, K., Kiichemann, S., Bannert, M., Dementieva, D., Fischer, F., ... & Kasneci, G. (2023).

ChatGPT for good? On opportunities and challenges of large language models for education. Learning and

individual differences, 103, 102274.

[N

247



9. Tian, T., Chai, C. S., Chen, M. H., & Liang, J. C. (2025). University students’ perceptions of learning with
generative artificial intelligence. Educational Technology & Society, 28(3), 151-165.

10.Luxton, D. D. (2016). Artificial intelligence in behavioral and mental health care. Elsevier.
https://doi.org/10.1016/C2013-0-12824-3

11. Sperber, D., Clément, F., Heintz, C., Mascaro, O., Mercier, H., Origgi, G., & Wilson, D. (2010). Epistemic
vigilance. Mind & Language, 25(4), 359-393. https://doi.org/10.1111/1.1468-0017.2010.01394.x

12. Topol, E. (2019). Deep medicine: How artificial intelligence can make healthcare human again. Basic Books.

13. Venkatesh, V., & Bala, H. (2008). Technology acceptance model 3 and a research agenda on interventions. Decision
Sciences, 39(2), 273-315. https://doi.org/10.1111/j.1540-5915.2008.00192.x

14. Williamson, B. and Piattoeva, N. (2022) Education Governance and Datafication. Education and Information
Technologies, 27, 3515-3531

15. Zawacki-Richter, O., Marin, V. L., Bond, M., & Gouverneur, F. (2019). Systematic review of research on artificial
intelligence in higher education. International Journal of Educational Technology in Higher Education, 16(1), 1—
27. https://doi.org/10.1186/s41239-019-0171-0

248



	BASIC THEORETICAL AND PRACTICAL PROVISION
	SUSTAINABLE DEVELOPMENT AND CORPORATE PERFORMANCE: BALANCING ESG INITIATIVES AND FINANCIAL RESULTS - THE CASE OF TELUS DIGITAL IN RIGA
	IEVADS. INTRODUCTION
	SVARĪGĀKĀS ATZIŅAS TEORIJĀ UN PRAKSĒ. BASIC THEORETICAL AND PRACTICAL PROVISION
	PĒTĪJUMA REZULTĀTI UN TO IZVĒRTĒJUMS. RESEARCH RESULTS AND THEIR EVALUATION
	KOPSAVILKUMS. CONCLUSION
	LITERATŪRAS UN AVOTU SARAKSTS. REFERENCES
	THE IMPACT OF AI TECHNOLOGY AND DYNAMICS OF WORKFORCE REDUCTION ON A BUSINESS’S NET PROFIT
	Jebkuram pakalpojumam, tostarp ārpakalpojumiem, ir savi riski. Par to uzrakstīts rakstā „Ārpakalpojumu riski un ieguvumi” (The risks and benefits of outsourcing) [2].

	9. Licencēto ārpakalpojuma grāmatvežu reģistrs - https://www.vid.gov.lv/lv/licenceto-arpakalpojuma-gramatvezu-registrs
	12. Latvijas Republikas ārpakalpojuma grāmatvežu acociācija - https://www.lraga.lv/licences/
	RESEARCH FINDINGS
	THE ROLE OF EMOTIONAL PSYCHOLOGY IN TOURISM ADVERTISING: A STUDY ON SRI LANKA’S TOURISM PROMOTION
	Lalinda Chathuranga Srimal Bandaranayake Mudiyanselage
	Riga, Latvia
	Baltic International Academy
	Management of Communication in the Leisure and Entertainment Industry
	Lalindachathuranga1987@gmail.com
	Scientific Advisor: MA in Tourism Management Alona Rogale-Homika

	ABSTRACT
	ANOTĀCIJA
	INTRODUCTION. IEVADS
	BASIC THEORITICAL PRACTICAL PROVISIONS. PAMATA TEORĒTISKIE UN PRAKTISKIE NOTEIKUMI
	Basic Theoretical Provision:
	 Emotional Psychology in Advertising
	 The Affect Heuristic
	 Social Comparison Theory
	 Storytelling and Memory
	 Color and Visual Psychology

	Basic Practical Provision:
	 Use of Emotional Images in Sri Lankan Tourism Ads
	 Story-Based Promotional Videos
	 Social Media Influence
	 Personalized Online Advertising
	 Transparency and Trust-Building
	RESEARCH RESULTS AND THEIR EVALUATION. PĒTĪJUMA REZULTĀTI UN TO NOVĒRTĒJUMS

	Research Findings or Data
	Story-based advertisements
	Social media influence
	Personalized digital ads
	Safety and trust messages
	Ethical advertising

	Evaluation of Research Results
	 Emotional visuals are highly impactful
	The high percentage of positive response proves that visuals strongly influence tourists' decisions. Sri Lanka’s natural beauty makes emotional visuals especially effective.
	 Storytelling strengthens connection
	 Social media has strong emotional power
	 Personalization increases relevance
	 Safety messages build trust
	 Ethics matter for long-term success

	CONCLUSION. SECINĀJUMI
	REFERENCES. LITERATŪRAS UN AVOTU SARAKSTS
	ABSTRACT (1)
	ANOTĀCIJA (1)
	INTRODUCTION. IEVADS (1)
	BASIC THEORITICAL PRACTICAL PROVISIONS. PAMATA TEORĒTISKIE UN PRAKTISKIE NOTEIKUMI
	RESEARCH RESULTS AND THEIR EVALUATION. PĒTĪJUMA REZULTĀTI UN TO NOVĒRTĒJUMS

	CONCLUSION. SECINĀJUMI (1)
	REFERENCES. LITERATŪRAS UN AVOTU SARAKSTS (1)
	Basic Provisions.
	Theoretical Provisions.
	Practical Provisions.
	RESEARCH RESULTS AND THEIR EVALUATION
	Role of Indigenous Culture in Ecotourism.
	Local culture also helps protect the environment, as some Nigerian communities guard sacred forests and follow unwritten rules to prevent overuse, while taboos and traditional leaders play important roles in safeguarding the land-traditional practices...
	Community Participation and Ecotourism.
	Nigeria faces similar challenges, as communities contribute culture, labour, and local knowledge, yet many projects still fail due to poor roads, weak infrastructure, and planning processes that overlook community input, while tourism contributes to t...
	Ecotourism and Conservation.
	Comparison between Cameroon and Nigeria.

	Evaluation of Findings:
	Match with Existing Theories.
	The results align with expert views, showing that ecotourism is most effective when communities are actively involved, and in both Cameroon and Nigeria, local culture and knowledge play essential roles in achieving sustainable tourism (Dixon et al., 1...
	Role of Indigenous Knowledge.
	Local knowledge is highly important, as community rules and values contribute to effective environmental management, and combining these traditional practices with government regulations could strengthen conservation, particularly in areas where gover...
	Challenges.
	Positive Outcomes.
	Policy Suggestions
	REFERENCES

	DIGITALIZATION AND THE EMERGING VULNERABILITIES OF TOURISM SERVICES IN LATVIA
	ANOTĀCIJA (2)
	ABSTRACT (2)
	INTRODUCTION
	THEORETICAL AND PRACTICAL FOUNDATIONS
	RESEARCH RESULTS AND THEIR EVALUATION
	CONCLUSION
	REFERENCES
	MOTIVATION OF PROSPECTIVE UNIVERSITY LECTURERS TO FORM TEST COMPETENCE

