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EDITORIAL

“Vadyba/Journal of Management“ is periodically published applied sciences journal by
Lithuanian Business College. The journal is constantly publishing articles since 2002 and has
gained significant experience and international recognition. This year the journal is celebrating its
21 years anniversary. It has been well renowned by foreign scientists and number of international
scholars publishing continues to increase. Currently, 39" number of the journal is released to
readers. Only those articles that meet thorough requirements set by the Editorial Board are being
published. Authors of these articles represent various Lithuanian and foreign countries science.
From Lithuania the following institutes are represented Lithuania Business College, Kaunas
University Technology, Vilnius Gediminas technical university and other. The following institutes
from foreign countries: University of Mauritius, lvan Franko National University of Lviv, Liepaja
University (Latvia), Multimedia University (Malaysia) and other.

Editorial board of “Vadyba/Journal of management” seeks for published academic researches
to cover different economic directions and to be relevant to different industries and countries around
the world. At the same time, the focus remains on ongoing changes in various industries, human
resources, and governance. Based on these criterion, articles are chosen for publication in the
journal. Focusing on relevant areas of change is expected to encourage further scientific discourse
and development of social science ideas.

As usual, Journal is emphasizing scientific work of various countries scientific institutions
and this edition is no different, as Ukrainian scientist A. Zadorozhna is analyzing digital
technologies as a factor of national security of Ukraine. The purpose of this particular study is to
estimate the state of digital development of Ukraine and the cyber threats that the country has
experienced and formulate basic recommendations for the further digital development of Ukraine.
The author examines the issue of digitalization from the point of view of strengthening Ukraine’s
position on the world stage, and those dangerous moments of digitalization that may appear in the
case of military aggression. The author analyzes various indicators of digitalization as well as the
state’s contribution to the development of information and communication technologies.

In other article, Lithuanian scientists J. Zukauskiene and V. Snieska are analyzing the
importance of investment for the green economy in countries at different levels of its' development.
In this study, scientists are trying to find out whether richer or less rich countries invest more in
renewable energy sources. Typically, the richer a country is and attracts more foreign investment,
the faster its economy grows. On the other hand, if a country is less rich, it typically attracts less
foreign investment, its economy grows slower. Authors analyze whether such phenomenon is

applicable in the green economy as well.



Furthermore in this edition of the Journal, A. Lileikiene and J. Martinkiene are deep-diving
into challenges to financial stability during the economic downturn. In this article authors explore
financial stability and its relationship with effective operation of the financial system by using
evaluation models of financial stability. These models illustrate the integral relationship between
the impact of individual factors and the effects on the interest rates of commercial institutions, the
impact of interest rates on household financing, and the assessment of the interaction between
interest rates and inflation.

However, Editorial cannot review all of the researches, therefore we encourage familiarizing
with them in the Journal, which currently is under the indexing process with Scopus and WoS.

We invite scientists to actively publish in the Journal, share their research results and

methodological insights. We expect for close cooperation.

Prof. Dr. (HP) Valentinas Navickas, Editor-in-Chief
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SOME CHALLENGES TO FINANCIAL STABILITY DURING THE

ECONOMIC DOWNTURN

Angele Lileikiene, Jurgita Martinkiene
Lithuania Business College

Abstract

Financial stability issues, arising during the COVID-19 pandemic and the ongoing conflict in Ukraine, have affected the problems of financial market
instability: interest rates of commercial banks started to rise, inflation increased, affecting consumer solvency issues, the need for bank financing and
investment opportunities decreased, part of the staff was lost, labour supply decreased, productivity declined due to emerging economic stabilisation
problems. Financial stability cannot be achieved without effective operation of the financial system, which is explored in this article, based on the
evaluation models of financial stability. These models illustrate the integral relationship between the impact of individual factors and the effects on the
interest rates of commercial institutions, the impact of interest rates on household financing, and the assessment of the interaction between interest
rates and inflation. The assessment of financial stability takes into account the performance, liquidity, solvency, and evaluation of adverse conditions

of banks as financial institutions.

KEY WORDS: Financial stability, interest rates, assessment under adverse conditions, bank activity.

Introduction

With the Russian war continuing, high inflation, and
central banks tightening monetary policy, the country's
economy is growing slowly. Therefore, it is projected that
the Lithuanian economy will grow by 1.3% in 2023. With
tightening  financing  conditions and  prevailing
uncertainty, the financial cycle in Lithuania shifted to an
economic slowdown phase since the end of 2022. This is
clearly reflected in the significant deceleration of lending
to households and businesses in the environment of rising
inflation. As the financial cycle slows down, lending to
firms in the manufacturing sector, which is sensitive to
economic downturns, such as construction, tourism
services, logistics, and trading businesses, slows down
the most. Decreased economic activity in the country,
continued high uncertainty, and a changed interest rate
environment in conjunction with declining loan demand
indicate that the credit cycle will remain in a decelerating
phase for some time. As the research shows, the level of
non-performing loans in the country's banks reached a
low level in 2022. On the other hand, however, the study
shows a new trend in the banking sector, where
commercial banks are experiencing unexpectedly high
profits due to the accumulation of high profitability and
rising interest rates, which is projected to increase profits
by up to a factor of 3. Therefore, the Government
recommends that commercial banks establish a solidarity
tax. The results of stress testing of banks under adverse
conditions indicate that the banking sector has
accumulated substantial capital reserves and is capable of
withstanding even highly adverse economic scenarios,
covering a decrease in deposits by about 40% with the
available liquid assets (Financial Stability Review, 2023,
Bank of Lithuania).

Many authors have examined the impact of financial
stability on economic activity, inflation, the foreign
exchange market, or the interaction of profitability and
risk. When assessing financial stability and its impact on
economic activity, in this study, we rely on the views of
prominent authors, including Schinasi, Hauben bei Kases
(2004), Morris (2010), Albulesen (2008), Morales ir
Estrada (2010), Maliszewski (2009), Serbanescu (2022),
Shehzad, Xiaoxing, Bilgili, Kocak (2021), Pulawsko
(2021), Bessler, Vendrasco (2022), and others, who have
analysed financial stability from various perspectives.

In the article, the authors specifically examine the
challenges to financial stability in the context of
economic stability and the impact of commercial banks.
The following questions are raised in the study:

1. The essence of financial stability and assessing its
impact on economic activity

2. Assessing the challenges of financial stability in
different economic activity periods.

3. Conducting an assessment of the impact of bank
activity on the sustainability of the financial
system.

The situation related to the Russian war has had a
particularly sharp impact on energy prices, the rise in
which has led to higher inflation, reduced consumer
purchasing power and negatively affected the country's
economic growth and unemployment, had a negative
impact on financial stability. As the interest rate rises (the
US Federal Reserve interest rate fluctuates between 5-
5.25%, the Bank of England's interest rate is set at 4.25%,
and the EURIBOR rate reached 3.9%), the continued
high level of liquidity in the euro area financial system
has a positive impact on banks' profitability, but the
change in monetary policy direction causes some tensions
in financial markets.

Vadyba / Journal of Management, Vol. 39, No. 2 2023, 9-14.
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Uncontrollable interest rate risk and the failure of
several banks in the US had a significant impact on
financial stability, leading to corresponding corrections
and large-scale turbulence in the financial sector
worldwide.

Theoretical background

From a theoretical perspective, financial stability is
an integral part of the financial system, which includes
institutions such as banks, insurance companies, stock
exchanges, and others, performing the fundamental
function of lending between borrowers and lenders. On
the other hand, elements of the financial system also
reflect the stability of the functioning system: lending
conditions, restrictions, the possibility of risk, monetary
policy that affects the scale of economic growth. And
very important (Schinasi, G., 2004 ), useful principle is
that financial stability not only implies that finance
adequately fulfills its role in allocating resources and
risks, mobilizing savings, and facilitating wealth
accumulation, development, and growth; it should also
imply that the systems of payment throughout the
economy function smoothly (across official and private,
retail and wholesale, and formal and informal payments
mechanisms). This requires that fiat (or central bank)
money—and its close-substitute, derivative monies (such
as demand deposits and other bank accounts)—can
adequately fulfill its role as the universally accepted
means of payment and unit of account and, when
appropriate, as a (short-term) store of value. In other
words, financial stability and what is usually regarded as
a vital part of monetary stability overlap to a large extent.
A third principle is that the concept of financial stability
relates not only to the absence of actual financial crises
but also to the ability of the financial system to limit,
contain, and deal with the emergence of imbalances
before they constitute a threat to itself or economic
processes.

Allen, Chui, and Maddaloni (2004), examining the
financial system structures of European, US, and Asian
countries, point out: 1) efficiency of the financial system;
2) stability of the financial system; 3) channels of
monetary  policy transmission. These conceptual
approaches to the structure of the financial system have
been confirmed in scientific studies by foreign authors.
D. Hendricks, J. Kambhu, P. Mosser (2007), E. Cerutti,
C. Claessens and P. McGuire (2011), A. G. Halande and
R. M. May. (2011), L. Allen, T. G. Bali and Y. Tang
(2012) and G. N. F. Weis, S. Neuman, D. Bostandzic
(2014). The authors agree that the sustainability of the
financial system and the related economic situation arise
when operational problems in one commercial bank
affect the activities of other commercial banks, and such
problems go beyond the external borders of one country
and start to spread globally, affecting the entire financial
system. Their arguments are supported by the Bank of
Lithuania (2008, 2009, 2011) and national authors such
as V. Deltuvaité (2009), E. Martinaityté, A. Keleras, V.
Katkus, and G. Nauséda (2012), and by T. Ambrasas
(2014). The problems of the financial system mentioned
above become especially relevant in different phases of
the economic cycle, such as recession or crisis.
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Conceptually, there has been a prevalent view among
researchers and practitioners regarding the liquidity
aspect of the financial system. The negative correlation
between liquidity and profitability was confirmed by P.
Vadova (2011). According to A. Lileikiené and A. Likus
(2011), in order to maintain the required liquidity level,
commercial banks had to optimise the number of short-
term loans, which is not profitable due to low interest
rates. This means that the negative relationship between
liquidity and profitability has been confirmed throughout
the evolution of commercial banking. Therefore,
according to the researchers, compliance with the new
liquidity coefficient requirement not only determines the
“cleaning” of commercial banks from “bad” assets and
liabilities but also the potential insolvency of commercial
banks in case of non-compliance. The latter perspective is
confirmed by foreign authors. P. J. Koénig (2010), R. A.
Nowak (2011), P. Legland (2012), J. M. Liang (2012)
and F. Housa (2013). According to these authors, the
effectiveness of the convergence of the liquidity ratio for
the sustainability of the financial system is not yet clear.
R.A. Nowak (2011) argues that the new liquidity ratios
are likely to be an ambitious project that may not deliver
the desired results. In contrast, P.J. Konig (2010), P.
Legland (2012), J.M. Liang (2012) and F. Housa (2014)
highlight another problem with the new regulatory ratio:
the most profitable assets are the riskiest, but their
liquidity is low, and commercial banks tend to allocate
assets to yield higher returns to ensure the profitability of
their operations, and the new liquidity ratio requirement
obliges banks to form a “buffer” of “good” liquid assets.
Recently, certain developments in the activities of
commercial banks have not proven successful and have
contributed to ensuring the financial stability of banks
amidst economic instability.

Pulawska (2021), in her examination of the
consequences of economic crises on financial stability,
emphasises that this leads to a negative impact, resulting
in a decrease in the profitability of assets. Elnahass, Trink
and Li (2021), through the analysis of the financial
performance and risk indicators of banks around the
world, argue that the outbreak of the pandemic crisis
caused significant damage to the financial stability of
banks, which in the course of the investigation revealed
bank defaults, high liquidity and asset risks.

The challenges of financial stability during the crisis
were examined by Rababak, Al-Haddad, Sial Chunmei
and Cherian (2020), who in the course of the study found
out the generalising financial performance of Chinese
exchange companies, especially small and medium-sized
ones, using the OLS (Ordinary least squares) method.

The authors of the article relied on hypothetical
statements to substantiate their research, based on the
correlation between the interest rate's influence on the
loan portfolio, the assessment of the dependency between
the loan portfolio of banks and household consumption,
and the correlation between the banking system and state
debt.
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Research methodology and research organisation

In the course of the research, in order to identify
deeper factors influencing the quality of the loan
portfolio, the interconnection situations of 3 groups were
formulated. To determine the influence of factors, two
hypothetical statements were made for each situation. In
the course of the research, the method of pair correlation
analysis was used, allowing to assess the strength of the

relationship of factors. In the First situation -
interpendence between Lithuanian banking system's loan
portfolio and public debt developments, exists the weak
link. On the second situation - Interpendence between
Lithuanian banking system’s loan portfolio and housing
price, when show analyses, exists very strong link. And in
the 11l situation - Interpendence between Lithuanian
banking system’s loan portfolio and interest rate changes,
exits strong link (table 1).

Table 1
Situation Pair correlatlon'analysw Results '
hypothesis Conclusion
Ho: Interpendence between
Lithuanian banking system's loan
Situation | : portfolio and  public  debt _ Interpendence  between
. . rxiy =0,375 . . .
Interpendence between developments the statistical link for =2 809 Lithuanian banking
Lithuanian banking does not exist; fakt= 2 system's loan portfolio
' ; . treor=2,074 -
system's loan portfolio Hi: Interpendence between and public debt
. ; . . . Because2,809>2,704, :
and public debt Lithuanian banking system's loan tai Ho reiected developments exist the
developments portfolio and  public  debt 0 el ' weak link
developments  the  statistical
relationships exists;
Ho: Interpendence between
Lithuanian banking system’s loan
Situation 1 portfolio and. .houglng price ey = 0.907 In_terpen_dence _ between
changes the statistical link does not _ Lithuanian banking
Interpendence between s trake. = 9,609 , .
. . X exist; _ system’s loan portfolio
Lithuanian banking ) treor= 2,074 . ;
, . Hi: Interpendence between and housing price
system’s loan portfolio . . . , Because 9,609>2,704, .
. . Lithuanian banking system’s loan . . changes the exist very
and housing price . . . tai Ho rejected. _—
portfolio and housing price strong link;
changes the statistical relationships
exists;
Ho: Interpendence between
Situation I11: Lithuanian banking system’s loan xrv=-0,772 Interpendence  between
portfolio and interest rate changes tfake.= -5,432 . . .
Interpendence between - . o _ Lithuanian banking
. . X the statistical link does not exist; tteor= 2,074 , .
Lithuanian banking i system’s loan portfolio
R . Hai: Interpendence between Because |- ;
system’s loan portfolio ; . . , . and interest rate
- Lithuanian banking system’s loan 5,432|>2,704, tai Ho . -
and interest rate changes - . . changes exist strong link;
portfolio and interest rate changes rejected.
the statistical relationships exists;

In assessing financial stability, the study draws
attention to lending trends and indebtedness. Borrowing
trends increased significantly until the second half of
2022, at approximately 11.7% annual rates. However, the
rise in the ECB base interest rates from the beginning of
2023 triggered a slowdown in the loan portfolio, although
Lithuania, compared to EU countries, maintains a high

11

position in the borrowing process, as shown in Fig. 1.
Dynamic changes in the loan portfolio in the EU
countries are shown in Figure 1. According to the study,
the largest changes in the loan portfolio in 2010 —2022
were in the following European Union countries, such as
Finland, Poland, France, Portugal, Hungary and
Lithuania. Fig.1.
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Fig.1. Dynamic changes in the loan portfolio in the EU countries (%)

In Lithuania, a significant part of the loan portfolio,
about 43%, consists of loans granted to households — for
the purchase of housing. The volume of loans to
households grew until the beginning of the crisis period
in 2008. With the onset of the crisis, lending to

Proc.
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households became restricted by commercial banks, and
as the study shows, in the structure of the loan portfolio,
lending to households in 2010 -2023. gradually
decreased (Fig. 2).
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Fig. 2. The loan portfolio for the housing dynamic changes 2010-2023 (mln. €)

In the course of the research, relevant trends revealing
financial instability are observed in the context of eco-
nomic changes. In a period of economic growth, lending
has taken place under simplified conditions, which trig-
gered an “economic overheating” in 2008, and the finan-
cial crisis has affected the quality of the loan portfolio. 27

30

25

percent the loan portfolio was devastated by insolvent
loans. In analyzing the quality of the loan portfolio, the
largest share of insolvent loans was accounted for by
loans to businesses and in period 2022-2023 year. (Fig.
3).
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The economic situation has influenced the factors
that contribute to financial stability. Analyzing the factors
12

that influenced the insolvency of business enterprises,
even 61 percent. consisted of the incorrect assessment of
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the competitive environment, 22 percent — problematic
business administration, 6 percent — inadequate financial

management, the inability to service the loan and 5
percent — conscious business disruption (table 2).

Table 2
Insolvency reasons Inadequate The inability Incorrect assessment Problematic Conscious business
characterization financial to service the of the competitive Business disruption
management, loan environment administration
of all insolvent 6 6 61 22 5
companies (%)

With the tightening of the ECB's monetary policy and
economic uncertainty in recent years, financial institutions
have notably witnessed a slowdown in financial activity.

Discussion and Conclusions

Still high inflation, stricter financing conditions, and
reduced trade prospects continue to hinder the country's
economic growth, reducing economic growth rates to
3.6%. This was mainly influenced by a noticeable
reduction in the activities of the industrial, transport and
retail sectors. Analysing the decreasing trends, the reasons
for the slowdown are evidently noticeable, such as
tightening financing conditions, imposed international
trade sanctions, and reduced foreign demand for
Lithuanian-origin goods or services in countries like
Poland, Germany, the Netherlands, and Latvia. With
changes in financing policies, companies become more
vulnerable. A business entity is considered vulnerable
when, during an economic or financial shock, it becomes
unprofitable, lacks surplus liquidity, and typically has
negative equity. The most vulnerable businesses may
result in job losses. According to NACE, the most
vulnerable sectors during economic downturns include
accommodation, trade, and entertainment activities.

As research results indicate, changes in household
consumption, primarily the increase in mortgage
payments, have a significant impact on financial stability.
This interdependence is interconnected — individuals
working in the transportation and trade sectors are the
most vulnerable, with expected losses from mortgage
loans. This can be explained by the high vulnerability of
transport companies and the likelihood of employee
insolvency in these sectors.

Transitioning from an environment of low-interest
rates to one with steadily increasing interest rates can lead
to financial market instability, especially when associated
with the activities of bankrupt US banks in the spring of
this year. Although major banks such as AB SEB Bank
and Swedbank did not perceive increased risk in their
banks, this was directly influenced by large amounts of
capital and liquidity reserves of commercial banks.
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Abstract

Pursuing quality as one of the main goals of a competitive manufacturing company is very important. The quantity of features and characteristics of a
product reflects its quality. One of the most important aspects is that managers and executors (team members) must understand the importance of
quality and know what factors affect it and what solutions take place with identified problems. Based on the identification of product quality from the
point of view of managers and executives, problems are identified, and solutions are provided to change the situation. If they do not have a common
understanding of product quality issues, the situation in production only worsens. Decision-making often requires access to real-time data, analytics,
and resources that are typically managed by relevant departments or MANAGERS. Expected, that EXECUTORS follow established procedures and
report issues to their MANAGERS. Organizations must empower their frontline employees with the authority and training to make decisions related
to equipment operation and maintenance. The results of the Exploratory research revealed that the work of managers and executives with product
quality has a lot of disadvantages. The general perspective of managers and executors in solving product quality problems and making decisions to
eliminate them include a shared understanding of quality standards, effective communication, data-driven decision-making, empowerment, a
commitment to continuous improvement, problem-solving skills, resource allocation, risk management, ongoing training, customer focus, and
documentation. Organizations must empower their frontline employees with the authority and training to make decisions related to equipment
operation and maintenance. In such cases, EXECUTORS are expected to exercise their judgment and expertise to keep operations running smoothly.
The general perspective of managers and executors in solving product quality problems and making decisions to eliminate them include a shared
understanding of quality standards, effective communication, data-driven decision-making, empowerment, a commitment to continuous improvement,
problem-solving skills, resource allocation, risk management, ongoing training, customer focus, and documentation. By working collaboratively and
emphasizing these factors, organizations can effectively address and prevent quality issues.

KEYWORDS: product quality, managers, executors, production company.

Introduction Different decisions of managers and executives to
identify and solve product quality problems in
production.  Product quality in the manufacturing
company. To present an exploratory study aimed at
clarifying product quality identification problems and
solutions in production from the perspective of managers
and executives.

The research is exploratory. Methods used in the
research: comparative analysis and synthesis of scientific
literature; quantitative research - written survey. The
research sample is non-probabilistic - a random way of

v in th o ful selecting groups, since the researchers do not intend to
Every study in the organization is very useful for o o550t them to the entire population, that is,

identifying the causes of product quality problems, which  yranqgorm them outside the research group (Kardelis,
helps to generate useful ideas to solve these problems. 2016). The study involved 135 respondents divided into

Every motive or reason for a lack of product quality is a two groups - 32 MANAGERS and 103 EXECUTIVES
basis for change. It is most commonly used in analyzing involved in the production process.

causes and effect relationships, communicating this The research instrument is a questionnaire. The
lazorﬁité?;iégtg]ﬁnag?rs ?ggui)t(ecultjgll?f’ an?oﬁ?r:qltsangg questionnaire consists of three blocks (preparation for

Lt o ph q dy F e hy production, production, and production results) and
assztl:latngt em hW'; t_edgause z;:n Sho ution Od e statements prepared for decision-making according to
Er?_ em. h eseaﬁc a’:a indicate that the respon enhts categories: employees, methods, technique, technologies,
oe '?Ve that a fer;:p oye%s (;nustd pﬁrtlmpate In e to0ls, measurements, and environment. The respondents
implementation of the standard, and the manager Must .4 {4 eyaluate each statement according to the Likert
interest and indicate specifically what changes await the ¢ 10 _ from 1 - completely disagree to 5 - completely
employees (Kriksciniene, ~ 2008). Different ,506  The Cronbach's alpha coefficients of the

understanding  of product qgality a_ssurancef Ey questionnaire range from 0.762 to 0.822, so the reliability
MANAGERS and EXECUTORS is becoming one of the 5 o ficient. The obtained research data were processed

most common problems in manufacturing companies in with SPSS and EXEL programs
Lithuania. '

Today and always, to survive in the market, it is
important to be superior to your competitors, and this can
be achieved through a quality product. It is necessary to
ensure the quality of the processes and the product, which
is one of the main characteristics of product quality, due
to which consumers will always choose products of that
company. It is understood as an initiative aimed at
meeting consumer needs through product quality. To
meet the needs of consumers, the organization must
constantly improve its activities in terms of quality.

Vadyba / Journal of Management, Vol. 39, No. 2 2023, 15-22.
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The research was conducted (in June 2023) in large
furniture manufacturing companies in the Klaipeda
region.

Theoretical background.

The competition is increasing day by day. It is
becoming increasingly difficult for companies to
convince consumers that the product they are selling is of
high quality. A product is a good, service, or idea
obtained through an exchange. It can be a tangible or
intangible  measure, including functional, social
psychological measures or benefits (lvanauskas, 2014).
Product quality assurance is one of the goals of every
manufacturing company. The right quality is not
necessarily the best quality. It is determined based on the
summary of necessary costs, technical characteristics of
the product, taking into account the specific requirements
of users, etc. (Giedraitis, 2015).

According to Martinkiené, J., Valackiené, A.,
Vaiks$noras, M. (2021), analysis of the concept of
empowerment explicitly shows that human resources in
the organization are empowered by the leader;
empowerment depends on management style, character of
impact on employees and style of behaviour. Employee
empowerment in the organization should be a continuous
process depending on the management traits and qualities
of the leader and through various tools provided by the
leader to employees: required information, various
trainings, employee promotion and motivation would
develop an empowered employee, who is able to address
various encountered problems much more promptly in a
self- directed way, to offer various problem solving

methods and to strive for the aims and objectives set by
the organization.

Quality can be understood "as compliance with the
requirements of standards and specifications, suitability
for use, degree of satisfaction of customer needs"
(Mikulis, 2007). The emergence of quality as an
important element allowed to change not only business
and/or industrial processes but also the mindset of people.
More and more attention is being paid to ensuring quality
and requirements when creating products, but little
attention has been paid to the efficiency of the entire
production process without degrading the quality
requirements of the product. In the hierarchical system of
quality criteria, the role of management is very clearly
revealed, where data managed by managers and
information about product quality assurance conveyed to
executives is one of the priorities in the organization.

There are two groups of requirements for product
quality assurance. The first group includes conditions
about the buyer's wishes - requirements for the product.
The other group consists of the requirements that must be
maintained in the production processes in order to ensure
that the product meets the needs of the customers. The
abundance of technology and the vast number of ways it
can be used in production creates many problems.

At the moment, the list of problems is narrowing
when manufacturing more and more complex products in
Lithuania, and the basis of everything is product quality
assurance in manufacturing. A process is carried out
related to a person's desire to solve a certain product
quality problem or opportunity that he has recognized and
perceived (Table 1).

Table 1. Common product quality issues

Product quality issues

Description of the problem

Authors

1. Defects and variability

Defective products and differences in product quality
can lead to customer dissatisfaction and increased
costs.

(You, DalBianco, Lin & Amankwah-Amoah,
2019); (Drejeris & Drejjeriene, 2019)

2. Process inefficiency

Inefficient manufacturing processes can lead to
waste, delays and reduced product quality.

(Heavin & Power, 2018)

3. Technological errors

Imperfection of technological equipment, failures,
and human tuning errors.

(Wang etal., 2015); (Ramilo & Embi, 2014).
(Deloitte, 2019)

4. Supply chain issues

Quality issues can arise from problems in the supply
chain, such as substandard raw materials or
components.

(Heavin & Power, 2018).

5. Insufficient communication

Poor communication between different departments
or teams can lead to misunderstandings and quality
problems.

(Leichteris et al., 2018)

6. Lack of training

Inadequate employee training can lead to errors and

(Bagdzitinaite et al., 2019); (Albukhitan, 2020);

quality deficiencies.

(Wang et al., 2016)

The causes of problems (Table 1) are grouped into
general categories to identify the sources of these causes.
Typically, these categories include people, methods,
techniques, tools, measurements, and environment (Gifu
et al., 2014). Before any transformations, it is necessary
to see for yourself how the employees perform one or
another process (Ranonyté, 2014). According to V.
Howell (2015), it is the involvement of the entire
organization. A. Ranonytés, (2014), it is useful to
measure and describe the processes, because it allows to
review of the entire value chain.

According to Martinkieng, J., Vaik$noras, M. (2019),
to successfully implement the aims and objectives of

organization it shall be led by the leader, who possesses
managerial competencies, i.e. — the leader, who predicts
and clearly formulates the direction to be pursued by the
organization.

According to V. Howell (2015), standardization of
work increases efficiency, so it becomes possible to do
the same work with fewer people. However, it is
necessary to refrain from a hasty desire to abandon freed
resources, because the first efficiency improvement
project will also become the last. Employees would
simply not get involved in them (Ranonyté, 2014). It is
necessary to receive feedback in order to evaluate the
benefits of the change (Ranonyte, 2014).
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According to Martinkiené, J., Giedraitis, A.,
Vaik$noras, M. (2016) in the business world, it’s
important for business companies to be able timely
respond not only to ongoing external changes, but also to
internal ones.

According Cuhadar, S., Rudnak, I. (2022) well-being
and feelings of employee are the essential for managers.
Organizational profit: it is essential to drive a business for
success. Employee’s engagement: it is associated with
how strong commitment employee have for organization.
Knowledge sharing culture: it implies organizational
culture that supports free exchange knowledge,
information between employees and it is essential to
drive a business based on sustainable leadership criteria.

Improving overall administrative performance reduces

employees understand how much work can be done in the
same amount of time and with the same employee
resources, while simultaneously improving work
productivity, quality, costs, work morale, and customer
satisfaction ~ (Oppenheim,  2015). By  correctly
communicating with the organization's team on various
issues, sharing information can create a strong internal
culture of the organization and ensure continuous
learning (Pocitit¢ and V. JanuSauskiené, 2005). The
ability to solve product quality problems is an integral
part of improving the production process. A necessary
prerequisite for decision-making is the ability to choose
from several possible alternatives of future behavior or
actions (Table 2).

the number of errors. Company management and
Table2 . Possible solutions for product quality issues
Means Description Authors
Quality management | Implementing quality management systems such as ISO 9001 can help standardize processes
: Sharma, D. S. (2005)
systems and ensure that quality standards are met.
Statistical process | Using statistical methods to monitor and control processes can reduce variability and prevent | Serafinas, D. Ruzelé, D.
management (SPV): defects. (2014)
Data-driven decision | Using data and analytics to monitor processes and make informed decisions can help ensure | Schildkamp, K. ir
making more effective quality management. Datnow, A. (2020)

Root cause analysis

Identifying and addressing the root causes of quality problems using tools such as Fishbone
Diagrams or 5 Causes can prevent recurrence.

Drejeris, R., &
Drejjeriené E. (2019)

Cross-functional
cooperation

Encouraging cross-departmental collaboration can improve communication and better align
guality goals.

Niederkorn, M., Ruffini,
C. (2008).

Supplier quality | Ensuring that suppliers meet quality standards through audits and collaborative improvement | Schildkamp, K. ir
management: efforts can prevent quality problems. Datnow, A. (2020)
Automation and | The introduction of automation and advanced technology can improve the consistency and | Smith, T. M. (2015)

technologies.

accuracy of manufacturing processes.

Inclusion of customer

Collecting customer feedback and incorporating it into product development can lead to

Schildkamp, K. ir

feedback. better product design and quality.

Datnow, A. (2020)

Continuous
improvement.

process

Encouraging a culture of continuous improvement using methods such as Lean or Six Sigma
can help to systematically solve problems and reduce waste.

Howell, V. W. (2015)

Each solution to product quality problems (Figure 2)
is the identification and selection of a course of action to
solve a specific problem. In Tables 1 and 2, the specifics
of the problems and solutions can vary greatly depending
on the product type and organizational context.
Therefore, it is recommended to adhere to the
combination of low production costs and high quality of
your product and service (Giedraitis, 2015).

In some organizations, responsibility for product
quality falls under the specific responsibilities of
MANAGERS. EXECUTORS "“individually" cannot be
held responsible for product quality issues and cannot be
authorized to assume full responsibility without resolving
all issues of concern to them. Therefore, it needs to be
constantly checked. All employees of the organization
(MANAGERS and EXECUTORS) are different, so their
internal motives are also different. Researchers and
practitioners in manufacturing companies continue to
explore and apply these concepts to address evolving
manufacturing and product quality issues.

17

Research results

The statements evaluated from the test, the first block,
show that there is no significant difference between the
ratings of MANAGERS and EXECUTORS (Figure 1).



Algirdas Giedraitis, Rasa Romeryte-Sereikiene, Modestas Vaiksnoras

| stop the malfunctioning production equipment and wait for the

manager's decisions

| stop malfunctioning technological equipment after noticing

changes in product quality

| solve the inappropriate quality of the product after noticing the
deviations of the technological modes

| get assignments on time and with quality requirements

| determine the inappropriate quality of the product according to

the requirements

| determine the inappropriate quality of the product based on the
information and documentation provided by the manager

When identifying improperly used materials and raw materials, |
can make decisions independently

| determine the inappropriate quality of the product based on my

knowledge

| identify the poor quality of the product as a consumer

| determine the inappropriate quality of the product according to
the requirements given to me and inform the manager about the...

I am encouraged by the decent quality of the product - 3,6

I am responsible for the quality of the product (parts, workpiece,

product).

I know how to recognize the wrong quality of the product

M Executors

I
35"

I
37°

a1

I
Y

Managers

Fig. 1. The relevance of product quality in the stage of preparation for production

Research data (Fig 1) revealed that MANAGERS are
reluctant to stop the malfunctioning production
equipment and to wait for the direct manager's decisions
(x-3.3). Waiting for above managerial approval in such
situations can lead to unacceptable risks. Continuing to
operate malfunctioning equipment can exacerbate the
problem and lead to further damage or increased
downtime. In some cases, immediate action is required to
address emergencies, such as equipment overheating,
electrical faults, or fires. Stopping the equipment
promptly can lead to quicker resolutions and less
production disruption. In order to change this situation, it
is necessary to empower the responsible manager as well
as monitor the operating equipment and, if necessary,
make a decision to stop it.

Another important indicator is that EXECUTORS are
not explicitly granted decision-making authority in
quality matters (x-3.1), including materials management.
This can occur when management does not trust their
judgment and expertise. Decision-making authority
regarding materials usage might rest with only higher-

level managers or departments specializing in
procurement, inventory management, or production.
EXECUTORS often have defined roles and

responsibilities within an organization, and their authority
may be limited to specific tasks or processes. Also,
EXECUTORS may not possess the necessary expertise

18

and might rely on managers or experts in these areas.
EXECUTORS might be risk-averse when it comes to
making decisions that can have financial or operational
implications. Incorrect decisions regarding materials
usage can lead to waste, increased costs, or disruptions in
production. EXECUTORS may feel ill-equipped to
evaluate all the potential impacts and may hesitate to
make decisions without a comprehensive understanding
of the situation. EXECUTORS may not have access to
the necessary resources, data, or tools needed to evaluate
and address materials usage issues effectively.

In urgent situations where improper materials usage
poses an immediate threat to production, quality, or
safety, EXECUTORS may need to step in and make
quick decisions to mitigate the risk, regardless of their
managerial structure.

In the second block, the statements evaluated show
the opinions of MANAGERS AND EXECUTORS about
actions on product quality issues in the production
process. The presented data (Figure 2) show that the
opinions of MANAGERS AND EXECUTORS differ
more.
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I feel encouraged by my manager to make decisions on my own ' 3,3
I have the right to act without reference to the manager EG_—=—=———— 2,5

I am authorized to make decisions ' EG_—_—_—_— 3,

I make changes and inform the manager after making them

I solve the problems that arise by informing the manager about it

| carry out tasks with responsibility for the consequences

I make decisions with the permission of the manager in advance
I make decisions only by delegating to the manager with the..

| make decisions only when the established requirements are clear
I do not make decisions if they do not meet the general..

I know for which areas and tasks I am not responsible or related..

I clearly understand when I do not have the right to make..—s 4,1
’

M Executors

4,4
3,9

4,5
E— 4
—’7 4,2

I
4'14,6

q’ 3,8
q’ 4
q 4,2
—,I 4,3

I
44,2

0 2 4

Managers

Fig. 2. The relevance of product quality in the production process

According to the research data presented in Table 2, it
can be stated that MANAGERS do not receive
permission for decision-making in advance (x=2.3), even
if the necessary information is agreed in advance (x=2.5)
and the requirements for decision-making are not clear
(x=2.8). It implies that MANAGERS may not have clear
guidelines or criteria to follow when making decisions.
Even if they have the necessary information and have
reached agreements on it, there is a lack of clarity in the
decision-making requirements, and they are still unable to
make decisions without prior permission or approval. In
other words, they are not allowed to make decisions
without seeking prior approval or permission. This could
imply bureaucratic or hierarchical constraints within the
organization that hinder efficient decision-making by
MANAGERS.
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Another statement "I have the right to act without
reference to the manager" revealed that the EXECUTOR
does not have the right to act independently (x=2.5)
because he does not have the authority to do so. This one
of the most common consequences is delayed decision-
making. EXECUTORS must wait for managerial input,
which can slow down operations and impact productivity,
especially in fast-paced environments. MANAGERS may
be concerned about the potential risks associated with
allowing executors to make independent decisions. They
may believe that centralized decision-making reduces the
likelihood of errors or costly mistakes. In some cases,
MANAGERS might want to maintain control to ensure
accountability. They may want to be directly responsible
for decisions to track and assess their outcomes. When
employees are discouraged from making decisions
independently, it can stifle innovation and creativity
within the organization.

In the third block, the end of the production process,
the opinions of MANAGERS and EXECUTORS differ in
the evaluation of the statements as well (Figure 3).
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When | make decisions independently, | realize that the manager

that helps to improve my abilities 43
I'am encouraged by the manager to be innovative and make G 3 5

decisions based on risk assessment 44
| thrive on being part of the decision-making process 4 4,3

For me, a manager helps me understand how my goals, activities, 3,8
and performance relate to the organization's goals, which... 44

I have various incentives for making good decisionsand solving - ———— 3
production problems 3,8
| feel the inner satisfaction of making the right decisions 4,1 4,6

| make appropriate decisions that guarantee a good final result
when the manager shares experience or other information with me
I know that the permission given by the manager to make my own
decisions guarantees a good end result - a quality product
I believe that all my decisions, working with various technologies
in the production process, guarantee a good final result
By making individual decisions, | strengthen my skills, which
allows me to improve the quality of the product
| make appropriate decisions to improve product quality when the
manager shares experience or other information with me
When making individual decisions, | am guided by the
documentation and improve the quality of the product

W Executors

o

Managers

Fig. 3. The relevance of product quality at the end of the production process

To another statement "I have various incentives for
making good decisions and solving production
problems”, MANAGERS and EXECUTERS answered
differently - MANAGERS x=3.8 and EXECUTERS
x=3.0.

This means MANAGERS and EXECUTORS do not
have clear performance goals related to decision-making
and problem-solving, and they may not feel motivated to
improve in these areas. When the impact of good
decisions and effective problem-solving is not
measurable or timely feedback is not provided,
employees may not see the value of these activities.

If performers fear punishment or negative
consequences for mistakes, they may avoid taking risks,
even if those risks are necessary for innovation and
effective problem-solving. Lacking the necessary skills
and knowledge can make it difficult for implementers to
make good decisions and solve problems effectively.
Poor communication and collaboration can hinder the
sharing of ideas and the collective effort needed for
effective  decision-making and  problem-solving.
Solutions can be recommended to change the situation:
Establish clear, measurable goals related to the quality of
solutions, the effectiveness of problem-solving, and their
impact on production results; Invest in training and
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development programs that improve decision-making and
problem-solving skills at all levels of the organization;
Provide opportunities for continuous learning, mentoring,
and coaching; To promote open communication channels
and collaborative platforms that encourage the exchange
of insights and ideas; To implement a performance
appraisal system that tracks the results of decisions and
problem-solving efforts. To provide regular feedback and
use performance data to improve.

In summary, motivating MANAGERS and
EXECUTORS to make good decisions and solve
production problems requires a combination of clear
goals, an enabling culture, training, empowerment,
effective communication, measurement, and alignment
with organizational goals. By addressing these factors,
organizations can motivate their employees to excel in
these critical areas and drive continuous improvement.

Conclusions

The quality systems developed by the companies
allow to ensure compliance of the product production
processes with the requirements of the interested parties.
The understanding of product quality and the application
of the quality system in the processes are becoming more
and more modern and all-encompassing. With a strategic
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understanding of the importance of quality and its
continuous supervision, it is necessary to involve people
who know their field in the assessment, support, and
improvement of this area - both MANAGERS and
EXECUTORS.

Decision-making often requires access to real-time
data, analytics, and resources that are typically managed
by relevant departments or MANAGERS. Expected, that
EXECUTORS follow established procedures and report
issues to their MANAGERS.

Organizations must empower their  frontline
employees with the authority and training to make
decisions related to equipment operation and
maintenance. In such cases, EXECUTORS are expected
to exercise their judgment and expertise to keep
operations running smoothly. Organizations that embrace
a culture of continuous improvement encourage
employees at all levels to identify and address operational
inefficiencies. EXECUTORS may view stopping
malfunctioning equipment as a way to contribute to this
culture and enhance overall productivity.

An organization values MANAGERS and
EXECUTORS differently in terms of innovation and risk
assessment and disproportionately rewards MANAGERS
for these skills, it can lead to a variety of consequences.
While it may encourage managerial innovation and
calculated risk-taking, it can also create hierarchical
divides, stifle creativity among EXECUTORS, and limit
the organization's ability to adapt and innovate at all
levels. Striking a balance and recognizing and nurturing
innovation and risk assessment capabilities in all roles
can be key to fostering a culture of innovation and
ensuring the organization's long-term success.

To address these challenges, some organizations are
moving toward more decentralized decision-making,
empowering their employees to make informed choices
within established guidelines. This approach can lead to
increased agility, improved employee engagement, and
more effective problem-solving. However, it also requires
a culture shift and investment in training and
development to ensure that employees are equipped to
make responsible decisions independently.

The general perspective of managers and executors in
solving product quality problems and making decisions to
eliminate them include a shared understanding of quality
standards, effective communication, data-driven decision-
making, empowerment, a commitment to continuous
improvement, problem-solving skills, resource allocation,
risk management, ongoing training, customer focus, and
documentation. By working collaboratively and
emphasizing these factors, organizations can effectively
address and prevent quality issues.
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DIGITAL TECHNOLOGIES AS A FACTOR OF NATIONAL SECURITY OF
UKRAINE

Anna Zadorozhna
Ivan Franko National University of Lviv

Abstract

Digitalization has a significant impact on the sovereignty of the state and its national security. In its turn, national security determines the
measures and requirements that apply to the informatization of society and information security. The relationship between national security and
digitalization means that one cannot talk about national security without taking into account the degree of digitalization of the country. The
problems of digitalization of Ukraine has been researched by many authors. However, it takes on special significance now that national security
is becoming especially important for the country. The purpose of the study is to estimate the state of digital development of Ukraine and the
cyber threats that the country has experienced and formulate basic recommendations for the further digital development of Ukraine. The author
examines the issue of digitalization from the point of view of strengthening Ukraine’s position on the world stage, and those dangerous moments
of digitalization that may appear in the case of military aggression. The author analyzes various indicators of digitalization as well as the state’s
contribution to the development of information and communication technologies. In particular, Ukraine improved its position according to the
generalized indicator of the level of development of information and communication technologies NRI from 71st place in 2015 to 50th place in
2022. Calculations showed that in recent years the state did not allocate enough budget funds to the field of information and communication
technologies. A different situation is observed for the private sector in 2019-2021 — the share of capital investments from internal sources of
enterprises and organizations in the “Information and Telecommunications” section exceeds the average level of capital investments disbursed
from such sources in the whole economy. The downside of digitalization is the increase in cyber attacks with the spread of information and
communication technologies. The work examines those examples of cyber attacks that Ukraine has experienced since the beginning of Russian
aggression. In the context of hostilities, Ukraine needs to increase the level of cyber protection, because the country is not among the top ten
countries in the world with the highest GCI score.

Keywords: digitalization, digital economy, national security, cybersecurity, capital investment, Internet, digitization development i ndicators, new
economy.

Information security is of particular importance and
can have a significant impact on the military security of
the state and its existence as a whole. This is due to the
development and active use of innovative technologies
and modern information systems in human activity, and

Introduction

National security is a broad concept that means a set
of measures to ensure and preserve the nation. Every
nation that wants to preserve its identity, its culture and

the territory on which it has formed a state must pay
significant attention to ensuring national security.
National security is one of the required factors for the
existence of a state. It ensures stability in the existence of
the state and society, promotes their gradual development
by preventing, identifying and neutralizing threats to the
state.

In today’s world, digitalization has an impact on all
areas of social development. It determines the progress of
the state’s development, including in the economic
sphere. Active implementation of information and
communication technologies promotes to long-term
growth of the national economy, increasing the level of
public administration, and improving health and
education.

The widespread use of digitalization also affects the
sovereignty of the state, its national security. In its turn,
national security determines the measures and
requirements that apply to the informatization of society
and information security. Without a national policy for
organizing the protection of information resources, there
can be no national security. Therefore, national security
and digitalization are interconnected.

the acquisition by an information resource of the role of a
strategic resource of the country.

In a broad sense, information security is a set of
measures aimed at ensuring the security of information
from unauthorized access, use, disclosure, destruction,
modification,  review, inspection, recording or
destruction.

A new stage in the development of information
security can be called cybersecurity, which in a simplified
formulation can be defined as the security of an
exclusively digital environment. The goal of
cybersecurity is to develop and use methods and practices
to protect digital data, networks, computer systems,
servers, software and hardware, and mobile devices from
intruders.

The purpose of the work is to analyze the state of
digital development of Ukraine and the cyber threats that
the country has experienced and formulate basic
recommendations for the further digital development of
Ukraine.

The object of research is digital technologies. The
subject of the study is the impact of digital technologies
on national security.

Vadyba / Journal of Management, Vol. 39, No. 2 2023, 23-29.



Anna Zadorozhna

Literature Review

The role of technology in the development of a
society, changes in the development cycles of productive
forces over a significant period of time were studied in
(Melnyk, Dehtyarova, et al., 2019), where the positive
and negative features of the implementation of disruptive
technologies were noted. The work emphasized that
digital technologies are one of the factors that improve
economic development.

Many publications are devoted to the problems of the
emergence and development of the “new” economy, the
peculiarities of its formation. The authors (Dziatkovskii,
Hryneuski, et al., 2021; Gobble, 2018) investigate the
principles of digitalization of the economy and emphasize
the need to attract both public and private investment in
the digital economy also. According to the authors, the
position of the state is important — the development of
specific measures of state support of the economy
digitalization.

General questions of business process management in
the context of digital transformation were studied in
(Stjepic, et al., 2020). It is indicated, that digitalization is
more focused on customers who require high quality of
services offered. The need for greater process flexibility
leads to the appearance of new business models in
organizations.

According to V. Koibichuk, N. Ostrovska (2021), the
use of digital communication platforms for making
purchases on the Internet is of particular importance. R.
Bacik et al. (2020) showed that today's consumers prefer
to make purchases on the Internet, in particular, using
mobile devices. By using digital channels of
communication with consumers in their activities,
businesses can increase the level of profitability (Bacik,
et al., 2020).

Some authors note that attention needs to be paid to
the security and protection of consumer data when
digitalizing business processes (Skrynnyk, 2020). At the
same time, the digitalization process is considered as one
of the most important areas of managing the development
of an organization. This aspect also examines the impact
of innovative information and communication
technologies on employee performance (Alyoubi, Yamin,
2019).

In particular, the authors evaluate the advantages and
disadvantages of ICT for organizations. G. Pajtinkova
Bartakova, K. Gubiniova et al. (2017) assessed the
potential and ease of use of social networks for employers
— representatives of small and medium-sized businesses.
The authors showed that the use of digital technologies
makes it easier for SMEs to recruit staff through social
networks. The issues discussed in our article are also, to a
certain extent, related to the articles by Yanyshyn (2019)
and Yu. Harust (2019).

Studying the creation of value for customers in the
case of small businesses (using the example of the
fashion, furniture and food industries), the authors
(Matarazzo, Penco, et al., 2021) concluded that
neglecting of digitization in the work of medium and
small businesses can cause bankruptcy and closure of
companies. They have shown, that digital transformation
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causes a change in the business model and customer
value creation processes.

The problem of the correct organization of financial

security is considered in the work (Koibichuk, Dotsenko,
2023). A group of clusters has been formed that
characterizes their methods and technologies for
detecting cyber threats. This allowed the authors to
provide comprehensive recommendations for organizing
cybersecurity in financial institutions, as well as note the
annual growth of the global cybersecurity market.
2022), the digitalization of business strongly depends on
the general level of digitalization of the country. The
latter depends on various factors, including financial
investments in network infrastructure. The authors of
(Simonavi¢iaté, Navickas, 2022) found problematic
points in the digitalization of Lithuania and noted the
importance of achieving a high level of connectivity (5G)
in the country.

The importance of a high level of communication
(5G) is shown in work (Akpan, Ibidunni, 2021), where
the influence of various generations of network
technologies up to and including 5G on the rate of
industry digitization and intelligent automation was
studied. It is indicated, what opportunities can be
provided by 5G communication for the further
development of various industries, including smart
industries, 10T, automobiles, smart cities and healthcare.

The need for comprehensive digitalization and
implementation of ICT, the ability to use IT skills
imposes its requirements on the development of society
and its education. Thus, in work (Eva Gorgényi Hegyes,
et al.,, 2017), using the example of Hungary, the
importance of developing of digital skills for the further
development of the country’s “new economy” is shown.

One of the factors that determine the success of the
implementation of digital technologies and the
development of society and the country in general is the
level of human development. The latter takes into account
many components — literacy level, life expectancy,
standard of living. To find the Human Development
Index (HDI), for example, a mathematical-statistical
method is used, as in (Masarova, Husarova, 2013). A
more detailed analysis of the role of human capital in the
development of the economy and society in the context of
information technologies is contained in (Vojtovi¢,
Karbach, 2014). In the context of the global digitalization
of all spheres of life, the authors (Vojtovi¢, Karbach,
2014) pay considerable attention to the problems of
digitalization of Ukraine.

Attempts to estimate the quality of life in Ukraine
were made in (Boronos, Plikus, et al., 2018), where the
authors proposed a model for the digital transformation of
the economy and society. Having decomposed the digital
space into three components — business, education and
science, state and society, the authors monitored the
readiness of the components for digital changes and the
use of information and communication technologies.
Using this methodology, it is shown that in 2015 Ukraine
lagged significantly behind in digital quality of life.

An assessment of the prospects that digital
technologies can provide is made in (Pecheranskyi,
Revenko, 2019). The authors focus on attempts to
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overcome the post-Soviet past and make a technological
breakthrough. To do this, the authors analyzed the
experience of using advanced information and
communication technologies in the digital economy of
the advanced countries of the world. They recommend to
create a technological infrastructure, teach digital skills
and information security to personnel, create digital
platforms and develop a legal framework. In this context,
the work (Kaminsky, Korzachenko, et al., 2017) is of
interest, in which the prospects for creating an innovative
public cloud platform are considered, which will allow
Ukraine to provide all government services and
innovative services.

A comparative analysis of the level of digitalization
and its impact on the economies of Ukraine and Poland
was carried out in (Melnyk, Shchehliuk, et al., 2021).
Research results indicate the strong impact of
digitalization on economic growth and innovation. The
work suggests ways to improve digitalization - invest
more in the development of the information and
telecommunications infrastructure of the regions, reduce
the gap between the rural and urban populations. Great
importance is also attached to the human factor — the
growth of digital literacy of the population, as well as
cybersecurity.

A study of the state of digitalization of Ukraine was
also carried out in (Samoilovych, Garafonova, et al.,
2021). It emphasizes the need for systemic action from
the state.

In order to increase the level of digital skills and
ensure high-quality human capital, significant attention
must be paid to education. This problem is discussed in
article (Djakona, Kholiavko, et al., 2021), where, using
the example of Latvia, the influence of higher education
on the dynamics of the information economy is studied
and recommendations are given for the further
digitalization of Ukraine.

The authors of work (Sembekov, Tazhbayev, et al.,
2021), dedicated to digital modernization in Kazakhstan,
also come to conclusions similar to those in
(Samoilovych, et al., 2021; Djakona, et al., 2021). They
link the development of the digital economy with the

availability of digital communications, the development
of digital literacy and the level of e-government.

Methodology

In order to estimate the level of digitalization of the
economy, data from the State Statistics Service of
Ukraine was used. The volumes of capital investments
and their share in the Ukrainian economy as a whole and
in the section “Information and telecommunications”
have been calculated. Data on the Networked Readiness
Index (NRI) were taken from the website of the
Portulance Institute, an independent, non-professional,
non-specialized research and educational institute based
in Washington DC (Portulance Institute).

The wuse of information and communication
technologies determines cybersecurity questions. The
latter is closely related to the secrecy of information,
especially during hostilities. However, some of the data
on cyber attacks was made public on the CyberPeace
Institute website, which tracks cyber attacks in times of
conflict. In addition, data from the Statista website was
used as well as an official information about cybercrimes
against Ukraine and attempts to prevent them.

Research Results

The digital economy refers to an economy that
depends on ICT. In particular, in order to estimate the
state of informatization of the country and the economy,
some e-indices can be used. We will consider the
Networked Readiness Index (NRI) — a generalized
indicator that characterizes the level of ICT development
in the countries of the world. The advantage of NRI is
that it is calculated on the basis of 64 different
assessments, and therefore it quite comprehensively
reflects areas such as “Technology”, “People”,
“Governance”, “Impact”.

Ukraine is improving the value of the Networked
Readiness Index and continues to increasingly introduce
network and digital technologies into its economy.
According to data (Portulance Institute), Ukraine rose
from 71st place in 2015 to 50th place in 2022 in terms of
ICT influence (by network readiness).

Table 1. The Network Readiness Index (NRI) of Ukraine (100 = Best)

Year Rank Score Total number of Technology People Governance Impact
countries

2019 67 48.92 121 43.01 42.05 58.32 52.31

2020 64 49.43 134 41.51 48.87 58.19 49.16

2021 53 55.70 130 49.20 54.29 58.93 60.40

2022 50 55.71 131 50.52 54.43 60.81 57.08

Source: Portulance Institute

To analyze the state policy of Ukraine regarding the
spread of information and communication technologies,
let’s turn to the statistical data on the volume of capital
investments by sources of financing (by types of
economic activity) (Table 2) (State Statistics Service of
Ukraine).

As it can be seen, in 2020-2021 capital investments
were financed from budget resources in the amount of
19 % and 18 % of their total volume, respectively (from
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all sources of financing), as opposed to 2018-2019 (13 %
and 14 % respectively). At the same time, the share of
budget capital investments in the “Information and
Telecommunications” section for 2020 is more than
6 times lower (2.7%) with the share of budget financing
of capital investments in the economy as a whole (19 %).
And only in 2021 the situation becomes the same as in
2019 — the share of budgetary capital investments in the
section “Information and telecommunications” is 3 times
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less (4.8 %) than the share of budgetary financing of
capital investments in general economy (18 %). For these
purposes, in 2020-2021 the share of capital investments
amounted to 67.0 and 68.6% of the total costs at the
expense of internal enterprises and organizations (non-
budgetary expenses).

As can be seen in table2, the share of capital
investments from internal sources of enterprises and
organizations (non-budgetary funds) in the section
“Information and telecommunications” in 2020-2021
exceeds the average level of capital investments
disbursed from such sources in the economy (85 and 83%
versus 67 and 68.6% respectively).

Table 2. Volumes and structure of capital investments by sources of financing in the economy of Ukraine and in the
section “Information and telecommunications” in 2019-2021

Including at the expense Share of capital
Total used own funds of Share of capital investments from
Years Code _ capital budget | EMterprisesand | investments from internal sources of
investments, ge organizations budaet funds enterprises and
billion UAH funds (non-budgetary 9 organizations (non-
funds) budgetary funds)
in general for the 624.0 87.3 408.3 14 % 65 %
economy
2019 in the section
“Information and 211 0.80 18.4 4% 87 %
telecommunications”
in general for the
economy 419,8 80.1 279.3 19% 67 %
2020 in the section
“Information and 211 0.57 17.85 2.7% 85 %
telecommunications”
in general for the
economy 528.8 92.8 362.7 18 % 68.6 %
2021 in the section
“Information and 20.1 0.96 16.7 4.8 % 83 %
telecommunications”

Source: calculated from the data (Website of the State Statistics Service of Ukraine)

Using the data in table 3, we can conclude that the
share of capital investments in the “Information and
Telecommunications™ section in the structure of capital
investments in the economy in 2020-2021 was 5.0 and
3.8%, respectively. At the same time, enterprises and
organizations allocated 6.4 and 4.6% of the total amount
of financial resources that were allocated for capital
investments in the respective years to capital investments
in the “Information and Telecommunications” section at
the expense of their own funds, while only 0.7 and 1.0 %
were allocated from budget funds respectively.

Up to 90% of enterprises in Ukraine have access to
the Internet (Table 3), while only 10 % of enterprises use
cloud computing services. The authors (Pecheranskyi,
Revenko, 2019; Kaminsky, et al., 2017) pointed out the
same problem when they noted the need for more active
use of cloud platforms in Ukraine.

An important priority for digital transformation is
digital inclusion, so that all citizens can use government
electronic services without limitation. The increased level
of digitalization also means more active and simplified
interaction between communities and government
authorities, for which the e-Government system has been
introduced in Ukraine. Despite the fact, that Ukraine
belongs to the category of European countries with lower
middle income, since 2012 it has gone from an average
level of EGDI to a very high E-Government
Development Index.

Table 3. The use of information and communication
technologies at enterprises of Ukraine by types
of economic activity (% of the total number of

enterprises)

Type of service 2018 2019 2021
access to the Internet 88 86.4 86.6
website 35.6 35.2 35.3
cloud computing services 9.8 10.3 10.2
Source: Website of the State Statistics Service of
Ukraine.

As can be seen from Table 4, it was the high Human
Capital Component that ensured the average and high
value of EGDI in 2014-2018. From 2020 there is a
significant increase in the Online Service Component,
and the telecommunication infrastructure is also
improving (up to 0.727), which allows to estimate the
level of EGDI as very high.

At the same time, when talking about digitalization,
one should not forget about its reverse side - the increase
in the number of cyber attacks with the spread of
information and communication technologies. A lot of
attention is devoted to the problem of studying of the
development peculiarities and trends of cyber security. In
particular, a generalized Global Cybersecurity Index
(GCI) was introduced to estimate the level of cyber
security of countries. It includes legal, technical and
organizational measures to ensure cyber security, and
also takes into account such indicators as building of the
potential of the state and its international cooperation.
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Table 4. E-Government Index of Ukraine

Year Rank EGDI EGDI Online Telecomm. Human
level Service Infrustructure Capital Component
Component Component
2014 87 middle 0.5032 0.2677 0.3802 0.8616
2016 62 high 0.6076 0.5870 0.3968 0.8390
2018 82 high 0.6165 0.5694 0.4364 0.8436
2020 69 high 0.7119 0.6824 0.5942 0.8591
2022 46 very high 0.9211 0.8148 0.7270 0.8669

Source: Unated Nations: Department of Economic and Social AffairsPublic Institutions

According to the report (Statista), the United States
has the highest level of cybersecurity in the world in 2020
(GCI=100), the second and third places are occupied by
the UK and Saudi Arabia, respectively, and Estonia is in
fourth place. It should be noted, that the list of
10 countries with a high GCI rating includes countries
from the East and Asia also. As for Ukraine, in 2020 it
did not enter the top ten countries in the world with the
highest GCI index. At the same time, it would be
incorrect to claim that Ukraine does not take sufficient
measures to guarantee its cyber security. Thus, the level
of protection of management system of Ukraine’s power
system at the time of the 2015-2016 attacks was at such a
level that it required cybercriminals to prepare for a long
time and implement a multi-stage action plan.

The cybersecurity situation in Ukraine has become
especially important since the proclamation of the anti-
terrorism operation (ATO) and has become critically
significant since the full-scale aggression of Russia.

The effectiveness of cyber attacks is evidenced by the
failure of the Ukrainian energy system in 2015 and 2016.
Then, within six hours, many users were de-energized
using a whole system of measures. This was preceded by
complex and lengthy preparation for a massive attack:
infection of computer networks of energy
companies;
intervention in work of automated distance control
systems;

— development of malicious programs
replacements of industrial programs with them;
destruction of information on servers used by
energy companies;
disabling call centers for customer service.

As the leadership of the Cybersecurity and
Infrastructure Security Agency (CISA) notes, attacks on
the digital space of Ukraine were carried out in several
directions simultaneously — the spread of malicious
software, DDoS attacks and attacks on websites
(Fedorov).

The fact that cyberspace can become one of the
theaters of military operations, the criminality of the
Russian Federation’s intentions was stated in Decree of
the President of Ukraine No. 447/2021 of May 14, 2021:
“The Russian Federation remains one of the main sources
of threats to national and international cybersecurity, and
is actively implementing the concept information warfare
based on a combination of destructive actions in
cyberspace and information and  psychological
operations, the mechanisms of which are actively used in
the hybrid war against Ukraine. Such a destructive
activity creates a real threat of acts of cyberterrorism and
cybersabotage against the national information

and
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infrastructure”. The same Decree contained a list of
challenges and threats to Ukraine’s cybersecurity,
outlined the range of tasks for the further development of
the national cybersecurity system, noted the priorities for
ensuring it and the country’s strategic goals.

As the events of the beginning of 2022 showed, this
prediction of Russia’s aggressive actions, including in the
cyber direction, turned out to be correct. Even before the
beginning of the large-scale invasion, from January 13,
2022, repeated attacks were carried out on Public
administration (Campaign: Defacement of Ukraine
Government Websites, Attempt to Compromise a Foreign
Government Entity), ICT, nonprofit attacks (CyberPeace
Institute).

Only within 6 months of the start of the large-scale
invasion, Ukraine suffered 1123 hacker attacks and
continues to experience them further. In particular, on the
night of February 23-24, 2022, Russia attacked and
disabled the sectors of energy, transport, education,
medicine, government, public administration, and
finance. The websites of the Ministry of Defense of
Ukraine were also subject to aggressive hacker actions
(CyberPeace Institute).

On February 25, Russia carried out DDoS attacks on
news sites (media) and government administration,
websites of Ukrainian universities were broken, and
cyber attacks on border control points were continued.
Civilian users became targets of aggressive actions also,
for example, SunSeed and other malicious software were
distributed, and disinformation was occurred on the social
network Facebook. All these acts were designed to
disable the main political, military and social institutions
of the country, to cause panic and disorientation of
authorities, organizations and people.

Investigations based on intelligence data from the
UK, EU and Canada allowed the EU to gather evidence
and accuse Russia of deliberately cyberattacking
Ukraine’s satellite network an hour before the full-scale
invasion, which affected the infrastructure and users not
only of Ukraine, but also of other countries. Thus, we can
state that in the modern world, a military invasion of
another country is necessarily accompanied by an attempt
to invade its cyberspace, launching information attacks
and disabling the country’s main infrastructure.

The fact that cyber security is important for the
security of the country is also confirmed by the efforts of
the Russian Federation to attack the energy system of
Ukraine in October 2022 not only with missile attacks,
but also with massive cyber attacks on critical
infrastructure facilities, with the aim of complicating the
counteroffensive of the Ukrainian armed forces.
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Assessing the danger of cyberattacks from the
Russian Federation, the European Union decided to
allocate 29 million euros to strengthen countermeasures
against threats in cyberspace and digital space of Ukraing,
and held consultations on countering hostile attacks also.
At the same time, the scale of the Russian aggression may
reach such a level that DDoS attacks will be attempted on
the critical infrastructure of those EU countries that
support Ukraine in the war of liberation and are its allies.
Periodically, statements appear from various allies of
Ukraine about Russia’s attempts to attack and harm one
or another of their industries. The Government of
Ukraine, in its turn, by the Law of Ukraine “On
Amendments to Certain Laws of Ukraine to Ensure the
Formation and Implementation of State Policy in the
Sphere of Active Counteraction to Aggression in
Cyberspace” (No. 2470-1X dated July 28, 2022) granted
additional powers to the State Special Communications
Service.

The latter signed an international memorandum on
cooperation in the field of cyber security with the
Cybersecurity and Infrastructure Security Agency (CISA)
of the US Department of National Security. Threats to
digital security, which EU countries have observed on the
example of Russia's aggression against Ukraine, force
them to pay more attention to cyber security. An example
is Slovenia, which recently signed a memorandum of
understanding with Ukraine in the field of cyber security
and information protection.

Today, more than ever, Ukraine needs to take all
measures to counter cyberattacks for its sovereign future.
Such counteraction will be effective only under the
conditions of an integrated approach and requires
comprehensive assistance from the state.

Conclusions

An analysis of Ukraine’s digital development showed
that it improved its position according to the generalized
NRI e-indicator. In particular, it moved from 71st place in
2015 to 50th place in 2022 and continues to increasingly
incorporate networked and digital technologies into its
economy.

As the study showed, the state is insufficiently
financing the digitization process - the share of budget
capital investments in the “Information and
Telecommunications” section is 3 times less than the
share of budget financing of capital investments in the
economy as a whole in 2021. The opposite situation was
observed for private enterprises. However, there is a
problem that previous researchers have already
emphasized. Despite the high level of Internet access,
only a third of enterprises have websites, and only 10 %
use cloud computing platforms. The state should pay
more attention to the financing of the “Information and
Telecommunications™ section.

Among the advantages of Ukraine is the achievement
of a very high level of EGDI indicator (0.9211) for the
first time in recent years. It should be noted that if before
2022 Ukraine had a high level of EGDI, primarily due to
the high value of the Human Capital Component, then in
2022 the Online Service Component (0.8148) and the
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Telecommunication Infrustructure Component (0.727)
also showed high values.

Unfortunately, Ukraine lags behind the leading
countries in the world in cybersecurity level. So, if in
2015-2016 Ukraine provided a high level of protection
for the energy system management system, then a
different situation occurred in February 2022. A massive
attack on the country’s digital infrastructure by the
Russian Federation was carried out on all state websites
of Ukraine — websites of the energy, transport, education,
medicine, government, public administration, finance, the
Ministry of Defense on the first day of the war.

It is obvious, that countering massive enemy cyber
attacks requires a comprehensive approach and support
from the state. Further development of digital
technologies will allow Ukraine to improve the state of its
economy, accelerate social development, and strengthen
national security.
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Abstract

Blockchain technology, a brand-new category of disruptive internet technology, is frequently employed by businesses as a technological aid to
enhance production procedures and reduce spending. In this paper, we will examine the effects of blockchain technology on business operations, as
well as their advantages for internal business processes and their effects on external business collaboration. An examination of the literature revealed
that it has largely ignored the link between blockchain technology and corporate operational capabilities based on actual data, focusing instead solely
on the business process modelling and technology design process of a blockchain-based solution. As a result, this paper gathers information from
African businesses that are either preparing to implement blockchain technology or already have. Quantitative analysis of the data was done. The
findings indicate that one of the key driving forces for the adoption of blockchain technology is the growth of the enterprise asset scale. Additionally,
this study demonstrates how implementing blockchain technology improves asset rotation rates and lowers sales expense rates. However, the adoption
of blockchain technology is one of the key business choices, which is influenced by a number of significant elements, including the manager's style,
the structure of human resources, and the external policy framework, in addition to the development circumstances and stage of the firm. This paper
offers some helpful recommendations for developing blockchain initiatives in the future based on the findings of theoretical and empirical

investigation.
KEY WORDS: Blockchain, Operational capabilities, Meta-analysis.

Introduction

The use of blockchain technology is gaining worldwide
prominence and Mauritius is also a part of it. Blockchain
technology, which has gained global attention for its
many advantages, has a lot to offer to the financial
services industry and it is important to understand the
technology behind a blockchain-based system to
effectively integrate the financial services industry.
Blockchain has attracted a lot of interest from businesses,
allowing them to have more efficient and effective
workflows in international markets. Due to the distributed
ledger established by blockchain technology, which has
the ability to facilitate international trade, this has
transformed how international trade is carried out along
with finance and business management.

Blockchain-based system offers safer transactions since
it enables paperless trade, facilitates trade financing,
improves intellectual property rights and speeds up
government  procurement  procedures.  Moreover,
blockchain helps lower trade costs, improve business
transparency, and create new business prospects for both
small and large businesses. This technology increases
trust, eliminates intermediaries, speeds up market access
and serves as a link between individuals across the globe.
Owing to its efficiency, central banks, regulators and
governments around the world have recently started
implementing blockchain technology to help international
trade. Haber and Stornetta were the first to introduce the
term "blockchain technology"” in 1991 and later Satoshi
Nakamoto popularized it in 2008. Blockchain was first
conceptualised by Nakamoto as the core technology
behind the bitcoin cryptocurrency (Mai et al., 2018; Zhao
et al., 2016). It is anticipated that blockchain technology

will advance from blockchain 1.0 for digital money to
blockchain 2.0 for digital finance and to blockchain 3.0
for a digital society as it finds applications outside the
cryptocurrency (Zhao et al., 2016).

While blockchain is being explored across many
sectors, Friedlmaier, Tumasjan and Welpe (2016) pointed
out that the financial services sector is one where it is
extremely well represented. This suggestion will consider
an organization's operational skills and management as
well as blockchain applications in international trade. The
objective of this study is to find out the effect of
blockchain technology on operational capabilities and to
determine if this technology is able to improve
operational capabilities.

Literature review

The effectiveness of business operations and dynamic
responsiveness are reflected in operation management,
which is extremely important to the day-to-day operations
of enterprises (Jantunen et al., 2018). The main goals of
business operation management are to reduce production
costs, manufacturing costs, transportation costs,
maximize profit margins and produce high-quality
products at the lowest possible operating cost (Prajogo et
al., 2018). Additionally, knowledge and information
sharing are an important aspect in establishing efficient
collaboration across organisation and departments
(Fiorini and Jabbour, 2017; Liu et al., 2018; Zhu et al.,
2018; Cao et al., 2019).

Besides introducing the trust mechanism and lowering
the cost of online transactions to increase business
effectiveness, blockchain technology rebuilds the
incentive mechanism in an organisation (Funk et al.,
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2018). Furthermore, according to Wu and Chiu (2018),
external collaboration is an important factor of integrating
business functions into a productive and cohesive
business model and it significantly enhances enterprise
Operational Capabilities (OCs).

Operational Capabilities

Operational capabilities (OCs), according to Winter
(2003), is "a high-level routine (or collection of routines)
that, along with its implementing input flows, confers
upon an organization's management of a set of decision
options for producing significant outputs of a particular
type."

Organizations usually accomplish this by gaining a
competitive advantage through improved processes,
thereby lowering firm costs (Miocevic and Morgan,
2018). According to Lu et al. (2014) and Zhang and Chen
(2018), the most important responsibilities for global
enterprises are, promoting business transformation and
enhancing their OCs. While at the same time, the fast
development of information technology offers businesses
significant  opportunities to increase OCs and
management models, enabling them to provide customers
with high value-added goods (Akter, Wamb and Barrett,
2018; Cotteleer and Bendoly, 2006; Karabasevic et al.,
2018). As stated by the World Economic Forum (held in
Switzerland in January 2016) on "Managing the Fourth
Industrial Revolution™, information technology will bring
a "new normal” to global economic growth.

Blockchain Technology

Blockchain technology (BT) is a distributed ledger
database that records business transactions in a way that
is both verifiable and permanent (Perboli et al., 2018).
Due to its distinct consensus mechanism and appropriate
encryption algorithms, it has steadily gained interest in
many sectors (Hughes et al., 2019; Lu and Xu, 2017).

According to many scholars and researchers, BT forms
the basis of a new digital business (Figorilli et al., 2018;
Kshetri, 2018; Toyoda et al., 2017; Yoo and Won, 2018).
The efficiency, reliability and transparency of business
management are increased by BT due to its capacity to
ensure data immutability and public access to data
streams (Wamba et al., 2018). The relationships between
all participants in logistics and supply chain systems are
also being transformed and remodelled through BT
(Queiroz and Wanba, 2019).

Blockchain Technology and Operational Capabilities

From business point of view, the effective integration of
internal and external information resources helps in
improving OCs (Eltayeb et al., 2011; Dubey et al., 2017,
Dubey, Gunasekaran, Papadopoulos et al., 2017; Pan et
al., 2018). BT has helped in numerous issues with
resource integration and information sharing in
conventional  business management and external
collaboration. It has also introduced a new style of
business operation and management (Nakasumi, 2017;
Kshetri, 2018). The development of BT and its use,
however, still face several challenges. The State Council's
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guidelines, on actively promoting "Internet Plus”, pointed
out that conventional businesses lack the knowledge and
skills necessary to use internet information technology
and that there are numerous barriers to the creation of
new formats, such as a lack of resources and qualified
personnel. Additionally, very few organizations have
actual plans to use BT, even though many are aware of its
potential (Ying et al., 2018).

The implementation of BT has a positive impact on
business operation capabilities such as improving
business asset turnover rate and reducing sales expense
rate, (Xiongfeng et al., 2020). Moreover, it has been
found that BT has the potential to contribute positively to
many sustainable developments goals as well as bringing
positive changes within established industries and
practices (Hughes et al., 2019).

The use of a blockchain system has been linked to a
number of advantages, according to Drescher (2017) and
Rabah (2017), as follows:

i Disintermediation: In the blockchain process,
this refers to the absence of intermediaries or third
parties. Blockchain has this built in by default, unlike
traditional centralised procedures that require humans or
additional technology to ensure trust.

ii. Non-repudiation - This benefit pertains to the
blockchain's integrity, where parties cannot dispute or
reject their additions to the blockchain because the
transaction history is accurate.

iii. Automation: The way blockchains work can
replace tasks that need to be done by hand if the use case
involves automated interactions between parties.

iv. Process streamlining - As company processes
are adapted for the switch from old technologies to
blockchain, they will become more transparent,
standardized, and streamlined.

V. Processing speed: The increased use of
automation in blockchain processes, compared to
centralized architectures, is likely to lead to big
improvements in execution speed for some use cases.

Vi. Cost reduction - For applications that can
benefit from blockchain technology, disintermediation
and automation have the overall effect of lowering costs.

Vii. Trust - Blockchain efficiently substitutes
technology and related protocols for human verification
and trust. This will probably represent a considerable
departure from the way things are done now in company.
As blockchain becomes more widespread and costs start
to come down, confidence in the reliability of security
and payment processing may eventually become a
commodity.

viii. Increased technical awareness - This may be a
byproduct of using blockchain, but it results in the
development of new wuses and insights for this
technology.

The list of advantages mentioned above is supported by
Lnes et al. (2017) who examined the possibilities of
blockchain technology through the lens of governmental
organizations and same falls under the categories of
strategic, organizational, economic, international, and
technological. Additional research has praised the
benefits for businesses adopting blockchain technology,
emphasizing the advantages of the distributed ledger
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design (Swan, 2015; White, 2017; Lacity, 2018; Ying et
al., 2018).

When opposed to conventional centralised designs,
blockchain technology has the potential to provide a
number of distinct advantages. The technology, however,
has a number of drawbacks that must be taken into
account in any business case for adoption (Beck et al.,
2016; Gomber et al., 2018). Bohme et al. (2015), Coyne
and McMickle (2017), Drescher (2017), Axios (2018)
and Forester (2018) have identified some of the
literature's issues with blockchain technology, including:

i. lack of privacy — every node within the
network keeps a comprehensive record of all transactions.
This may be a quality for particular applications and a
benefit in terms of security, but it may be a drawback for
use cases where privacy is essential.

ii. high costs — the blockchain's underlying
processing which involves replicating the entire
transaction history across all nodes, is computationally
expensive. Although this characteristic offers security
benefits, larger networks may be constrained by it.
Blockchains' public key encryption is used for transaction
execution and authentication. Although extremely
secured, this technique needs the usage of both a public
and a private key. The solution does not have a safety
mechanism to add extra security in the case that one of
the parties misplaces or unintentionally releases their
private key.

iii. limitations on flexibility - while the immutable
append-only nature of blockchain preserves the integrity
of transactions, it can be a hindrance to use cases that call
for changes to transactions.

iv. latency - the blockchain network's security
credentials are ensured by the idea that every node stores
the whole transaction history of every information block,
however, adding new blocks and subsequent transaction
records is currently computationally expensive.

V. governance - the blockchain architecture's
distributed nature offers particular benefits for some use
cases. It, however, poses a serious obstacle to general
management and governance by oversight-based
organizations.

The list of restrictions presented above highlights some
of the unique technological difficulties and unforeseen
consequences that could restrict the advancement and
widespread use of blockchain technology. Lack of
approval from governing bodies and user acceptability
are two examples of non-technical restrictions. Due to the
fact that blockchain technology is still relatively new,
organizations have not yet fully addressed these
important challenges, which pose serious risks to the
technology's ability to gain wider adoption. There are still
concerns about the legality of transactions, privacy and
the implementation of the GDPR, as well as opposition
among users due to their lack of technological
understanding and confidence (Kypriotaki et al., 2015;
Drescher, 2017; Kshetri, 2017; Levine, 2017).
Additionally, there are restrictions when using blockchain
in specific application genres.

Previous studies have focused mostly on the business
process modelling and technological design processes of
a BT-based solution. However, based on simulation
approaches, research findings have often confirmed the
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implementation impact of BT. There is, in fact, lack of
evidence about the value of the BT as well as the total
costs and benefits, restricting the development of real
cases. In the same line, Trujillo et al. (2018), stated that
there are very few BT projects with a lengthy lifespan.
Only 8% of initiatives are actively maintained, while the
rest failed.

This paper adds to the existing literature in two aspects:

1. to propose a standard model to examine the
influence of BT on enterprise OCs; and

2. to quantitatively examine the effects of
adopting BT on enterprise OCs by gathering relevant data
from blockchain companies.

BT and enterprise OCs from the perspective of internal
operation

The complexity and uncertainty of the enterprise's
living environment are increasingly becoming significant
as a result of the more intense market competition (Dubey
et al., 2017; Dubey, Gunasekaran, Papadopoulos et al.,
2017). Moreover, formal control and supervision help in
facilitating business operations management (Jensen and
Meckling, 1976). However, many scholars laid emphasis
on the fact that these formal controls have a number of
limitations when it comes to predicting and analyzing
management behaviour (Davis et al., 1997). They
emphasize on the importance of informal factors, such as,
commitment and trust in internal corporate governance.

A healthy work environment that fosters trust enables
individuals and groups to prevent the loss of financial
gains through knowledge sharing (Chai and Kim, 2010).
Knowledge sharing at the organizational and team levels
refers to the transfer, acquisition, organization and
storage of knowledge for effective implications. Building
a trust mechanism using BT helps in developing a trust
environment in the organization, boosts knowledge stock
and flow, shapes core competitiveness and improves OCs
(Dubey et al., 2017; Dubey, Gunasekaran, Papadopoulos
etal., 2017).

Furthermore, BT's consensus mechanism promotes
fairness amongst departments as it generates synergy
between all process nodes, builds participation rules and
incentive mechanisms (Fernandez-Carames and Fraga-
Lamas, 2018). Using the BT consensus mechanism and
technologies like Artificial Intelligence and big data,
organizations may easily manage complicated data and
information, alter internal business rules, and establish
successful operational processes (Dinh et al., 2018;
Wamba et al., 2018; Wamba, Kamdjoug et al., 2018).

BT and enterprise OCs from the perspective of external
collaboration

BT applications have now upgraded to blockchain 3.0
from blockchain 1.0. Blockchain 1.0 refers to the use of
BT in virtual digital currency markets such as currency
transfer and payment system while Blockchain 2.0 refers
to the application of BT in financial markets such as
securities, futures, loans and bills, and primarily for the
liquidation of financial assets and the use of smart
contracts.  On the other hand, Blockchain 3.0 is an
extension based on 2.0, with a special focus on extending
BT into additional parts of social life.
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BT continues to strengthen payment, transaction
clearing, trade finance, digital currency, equity, and risk
control in financial services (Treleaven et al., 2017). BT
encourages proxy voting, identity authentication and
social credit in social management (Figorilli et al., 2018).
Similarly, Fernandez-Carames and Fraga-Lamas (2018),
stated that BT focuses on product information
traceability, network security and contracts for Internet of
things (1oT). From raw materials to finished goods, the
business is a sophisticated functional network made up of
suppliers,  manufacturers,  distributors,  retailers,
customers, logistics and other related businesses
(Balasubramanian and Shukla, 2018; Mohamed et al.,
2017). The idea is to enable businesses to operate
together via trust-based foundations, connect individual
businesses and to create a composite network which will
eventually maximize overall efficiency, while providing
more advantages to linked businesses along the chain
(Woo, et al., 2016; Chi et al., 2018; Namagemb et al.,
2018).

Effective business management methods encourage
information exchange throughout the business and
improve company OCs by enhancing external customer
awareness and adaptability. Moreover, a diverse range of
customer  requirements also  increase  business
adaptability.  Business management is a strategic
business approach including internal firms, customers and
suppliers. If organizations can manage these integration
connections well, their OCs will benefit. However, the
existing business operation has information islands
(Dominguez et al., 2018). Information is discretely
disseminated throughout business firms, with minimal
sharing, delayed operation, and poor authenticity and
trustworthiness.

Establishing a business information platform with BT
as the core can link business alliances, financial
institutions and government regulatory departments
together with integrating business flow, logistics, capital
flow and information flow in the business (Kamble et al.,
2019; Queiroz and Wanba, 2019; Wang et al., 2019;
Wang, Singgih and Rit, 2019). By developing a BT-based
business management platform, organizations may collect
large volumes of data and record commodity circulation
information based on source tracking, certificate storage,
mutual trust and information exchange (Nakasumi, 2017).
Furthermore, lower operational costs and enhanced
quality can be obtained by connecting business firms and
integrating commodity flows, logistics, capital flows and
information flows (Khouri et al., 2018; Perboli et al.,
2018; Aydiner et al., 2019).

Methodology

Sample selection

Following the report from the African Union
Development Agency, it can be noted that blockchain
based technologies is not a new subject in Sub-Saharan
Africa. In fact, there are several economic sectors
(finance, security, e-commerce and agriculture) which
have already implemented same in their operations. For
the purpose of this study, 100 listed companies were
selected from the African Stock Market companies and
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their annual financial data was collected from 2017 to
2021. In order to ensure validity of data, companies
which were recently listed in the stock were excluded
from the financials. Any missing values were removed
and finally 60 samples that met the selected requirements
were processed.

Model selection

Blockchain has a unique aspect to its application. Given
that it is on an econometric scale, more benefits can be
created in analysing the financial performance of a
financial institution, thereby exploring the corporate
behaviour and the way in which the business is carried
out. The implementation of blockchain technology was
then analysed, bearing in mind asset size, staff size and
sales size. In order to analyse and confirm the research
problem number one, a logistic regression was employed,
with the implementation of blockchain technology being
a categorical, Yes and No variable, and asset size, staff
size and sales size were employed as independent
variable, with year being the control variable.

BT,.=n, Asset+a, Staffra, Sales+ Yeart+e;,

In the model, BT is a 0 or 1 variable which represents
the implementation of blockchain in a company i in year
t. Asset is the company’s asset size, measured as the
logarithm of the total assets. Staff is the company’s staff
size and Sales represents the company’s revenue from
sales. The Tobit model was utilised for the regression as
the regression model is left centred. Secondly, to confirm
the results of this study and analyse the influence of BT
on operational capability, the second research problem, a
second empirical model was employed, whereby BT,
leverage, sales, asset and staff were independent variables
while operational capabilities was the dependent variable.
The Model is as follows:

OC;;=b,BT+b,Leverage+by Asset+b, Staff+ b Sales+e;,

OC makes reference to the operational capabilities of a
certain company | in year t, BT makes reference to the
implementation of Blockchain Technology in that
company “i” in year “t” and is a categorical variable,
Leverage is the financial leverage ratio, Asset is the total
asset size, Staff is the total staff size and Sales is the total
revenue. For this model, linear ordinary least square

regression shall be used as estimation method.
Variable description

Operational capabilities

Operation management is essential to an organization's
everyday operations since it reflects the effectiveness of
business operations and the adaptability of the
organization (Jantunen et al., 2018). The main goals of
enterprise operation management are to maximize profit
margins, manufacture high-quality products at the lowest
possible operational costs, and decrease production,
manufacturing, and transportation costs (Prajogo et al.,
2018). Therefore, in the estimation, three main variables
were used to represent operational capability, namely
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asset turnover rate (AT), current asset turnover rate (ET)
and sales expense ratio (SC).

Blockchain Technology

BT has been adopted in all the selected companies. It is
only the year of implementation that differs in between
the samples. A value of 1 is assigned to the variable as
from the year in which BT has been implemented.

Analysis

Table 1 shows the descriptive analysis results for the
study. The Pearson correlation coefficients were
examined and it can be found that none of the coefficients
are larger than 0.8. The Variance inflation factors were
also examined and it was found that they are between 1
and 4, which is smaller than the maximum threshold of
10 as recommended by Gujarati (2011).

Table 1. Descriptive Analysis

Variable Mean sC BT Asset Staff Leverage Sales

AT 0.362

ET 0.410

sC 0.420 1.000

BT 0.363 -0.365 1.000

Asset 6.345 -0.234 0.342 1.000

Staff 2.364 -0.562 0.563 0.761 1.000

Leverage| 0956 -0.723 0.459 0.634 0.364 1.000

Sales 1.204 -0.420 0.653 0.561 0.432 0.612 1.000

VIF 1.36 3.64 236 1.69 136

Regression analysis — Model 1

Table 2 shows the results of the regression analysis of
Model 1 with BT being the dependent variable. It can be
noted that the regression coefficient of Asset is 0.182
indicating that a 1 unit increase in Asset shall result in an
increase of 0.182 in BT. It is to be noted that the positive
impact of Assets on BT is not followed by other variables
and hence an ordinary least square regression was
employed to test the robustness of the results. It was
found that the results were consistent and robust as they
followed a similar trend.

Table 2. Model 1 Regression Analysis

- Tobit Model Ordinary least squared
Variable Coefficient | Std error | Coefficient | Std error
Asset 0.182%* 0.067 0.162%** 0.063
Staff -0.086 0.089 -0.063 0.086
Sales -0.076 0.094 -0.045 0.095
Cons 0.630 0.036 0.360 0.031

R squared 0.689 0.750

Regression analysis — Model 2

For the second model, a threefold regression analysis
was carried out in order to test the impact of BT
implementation on OC, which is represented by AT, ET,
SC. The Hausman test was used to test the panel model
and the effect of BT implementation on OC was tested by
using the fixed effect model. The results of the regression
is shown in Table 3. From the results, it can be found that
the relationship between OC and BT is statistically
significant at 5% level of significance with a positive
coefficient. From the asset turnover rate, it can also be
found that the coefficient for BT is significant at 10% and
positive. With respect to sales expense ratio, it can be
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found that it shares a negative relationship with BT and is
still statistically significant at 10%. This shows that the
implementation of BT reduces the sales expense of
companies.

Table 3. Model 2 Regression Analysis
AT ET sC

Variable

Coefficient | Std error | Coefficient | Std error | Coefficient | Std error

BT 0.102%* 0.302 0.136** 0.036 0.122* 0.072

Asset -0.306%** 0.032 -0.630%** 0.075 -0.236%** 0.206

Staff 0.693%** 0.036 0.632%** 0.034 0.963%** 0.145

Leverage 0.362%** 0.056 0.014*** 0.096 0.096%** 0.163

Sales 0.176%%* 0.047 0.06]1*** 0.042 0.016%** 0.209

Cons 0.630%** 0.362 2.62%** 0.563 4.631%** 0.663

R squared 0483 0.369 0.402

F test 232]%** 18.32%%x

Hausman 15.32** 14 86** 6.31

Discussion and conclusion

Blockchain technology is a distributed ledger database
that records business transactions in a way that is both
verifiable and lasting. It presents an incredible possibility
for the growth of company operational capabilities with
the advancement of research and development performed
by academics. On the other hand, there still exists some
hurdles in the implementation of blockchain technology.
Blockchain technology not only improves a transaction
by bringing forward trust and security but also reduces
the cost of an operation by improving the overall system
management and efficiency. Hence, from a theoretical
point of view, it was necessary to study the
implementation of blockchain technology with respect to
organisational capability. Therefore, this study developed
two theoretical models in order to test the relationship
between blockchain and operational capabilities.

From the result of the analysis, it can be noted that asset
turnover plays a key role in the implementation of
blockchain technology. It is also worth noting that the
implementation of blockchain technology has had a
significant positive impact on operational capabilities and
has indeed improved the way through which a company
operates. This paper hence adds to the body of knowledge
by providing valuable insight on the effect of blockchain
on enterprise operational capabilities, by testing a new
model incorporating sales, asset and staff size.

Analysis results showed that the implementation of
blockchain is dependent on the assets of a company.
Blockchain also improves trust in between different
stakeholders and significantly improves asset turnover
rate and reduces sales expenses. This result goes in line
with the study of Caro et al. (2018), who also highlighted
trust as being an important factor driving the
implementation of blockchain. This paper highlights the
importance of staff size which is also sine-qua non to the
implementation of blockchain as a good communication
and timely cooperation shall be key for the successful
implementation of blockchain and for improving
enterprise operational capacities (Wu et al,, 2012; Dubey,
Gunasekaran, Childe et al., 2017; Dubey, Gunasekaran,
Papadopoulos et al., 2017).
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Abstract

The construction sector is closely related to the economic situation in the country. The main products of this sector are residences, business structures.
Demand for these products is highest when the economic situation in the country is good, but when the economy slows down, the demand for these
products also falls. This is because when the economic situation is good the population has spare money, loans are cheaper and the risk of job loss is
low. This leads to an increase in the rate of growth of residential construction, as there is more demand for this product. Similarly, businesses are
expanding due to increased sales, higher demand, and the resulting increase in non-residential construction. Therefore, in order to maximize the
performance of the Lithuanian construction sector, it is important to keep an eye on the macroeconomic environment and to understand when the
economy offers opportunities and when it brings threats. To this end, the construction sector and the macroeconomic environment are analyzed, the
theory of economic cycles and the impact of macroeconomic factors on the construction sector is analyzed, and an empirical study of the impact of
macroeconomic factors on the construction sector is carried out. An analysis of the scientific literature on business cycles and the main
macroeconomic factors that affect the performance of the construction sector. Economic cycles are closely linked to construction performance. The
boom or peak phases of the economy provide opportunities for the construction sector, while the recession and crisis phases bring threats.
Understanding potential threats or opportunities maximizes performance, and this understanding requires an analysis of macroeconomic factors.
Therefore, the main macroeconomic factors to be taken into account when analyzing both the changes in economic cycles and the factors that directly
affect the construction sector are identified. The main factors identified are: aggregate demand, employment levels, corporate profits, import levels,
interest rates, gross domestic product. However, it is also very important to analyze the existence of a real estate bubble, especially in the construction
sector. An empirical study has been carried out to analyze the relationship between the identified macroeconomic factors and the construction sector
in Lithuania. For this purpose, the Eviews software is used to construct a correlation matrix, regression models, find the elasticity coefficient and
forecast.

KEYWORDS: GDP, construction sector, economic fluctuations, economic cycles.

which is why it is important to analyze the situation of
the Lithuanian construction sector in Lithuania and the
external factors influencing this situation. An
understanding of macroeconomic factors can help to
understand the economic situation in the country and the
construction sector can exploit opportunities when the
economy is healthy and growing. Otherwise, in a worse
economic situation, the construction sector would have to
reduce the pace of construction, as there is a risk of a fall

Introduction

The construction sector is an important driver of
economic activity. In 2022, Lithuania's gross domestic
product was EUR 66.8 billion and the construction
sector's share of gross domestic product was EUR 4.7
billion or 7%. The sector also employed 106.9 thousand
workers, which accounted for 7.5% of the total
employment in Lithuania. Construction projects create

jobs, encourage investment and contribute to gross
domestic product (GDP) growth (Lewis & Hosein, 2004;
Sun et al. 2013). The construction sector is directly linked
to the development of a country's infrastructure, including
the construction of roads, bridges, ports, airports and
other infrastructure, i. e. it is very closely linked to the
country's output, as the product created (buildings and
infrastructure) is used by other sectors of the economy.
(Taluntis & Lapinskiené, 2018; Correia et al. 2023) It is
also highlighted that construction is also very "closely
linked to the transport and manufacturing sectors,
especially the technical, chemical production and wood
processing sectors" (Averjanoviené et al, 2008). This is
one of the main reasons why the sector is highly
responsive to external factors. Macroeconomic factors
can affect the demand for construction, which will have a
direct impact on the profits of the construction sector.
These factors cannot be influenced by the construction
sector and the construction sector must adapt to them,

in property prices or a drop in demand. Efficient
infrastructure is essential for a country's economic
competitiveness and growth.

The construction sector is highly sensitive to
economic fluctuations (dos Santos & Silva, 2019; Tserng
et al., 2012). Recently, the economy has been in turmoil
due to events such as the COVID-19 pandemic, the war
in Ukraine and the resulting wave of inflation in Europe
and beyond, and there is already talk of a recession in
Lithuania. All of this is putting a strain on the business
sector, which is why now is a particularly important time
to keep an eye on developments in the economy. This is
particularly important for the construction sector, as it is
directly dependent on the economic situation in the
country. Constantly changing economic conditions and
global trends require constant monitoring and analysis in
order to understand the impact of these factors on the
construction sector and to implement appropriate
measures. The aim of this paper is to analyze and assess
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the impact of macroeconomic factors on the construction
sector in Lithuania.

Literature review

The construction sector is an important part of the
economy and its performance is influenced by various
macroeconomic factors. The growth rate of gross
domestic product (GDP) has a positive impact on the
profitability of firms operating in the construction sector
(Sui Pheng et al., 2019). This is because an increase in
the GDP growth rate leads to an increase in demand for
construction services, which in turn leads to higher
revenues and profits for firms in the sector. Every
company wants to maximize its revenues and profits, but
in order to do so, it is important to analyze the economic
situation in the country at the time, to observe the state of
the economy, and to take appropriate action based on this.
The stage of the crisis is clear to everyone, and the
population and businesses are well aware of this stage
and are coming to terms with it. It is almost impossible to
distinguish the peak stage, and at that time the
performance of a company is excellent if it is operating
efficiently. It is therefore most important to analyze the
stages of recession and boom in an economy.
Understanding these stages can help a company to ensure
that it takes the best action and maximizes its profits, and
to understand the risks and opportunities.

Economic growth is the most important factor in a
country's development. The conventional measurement of
economic growth is usually calculated in terms of gross
domestic product (GDP). In a recessionary phase,
demand for GDP falls, unemployment rises, corporate
spending and profits fall, as do imports, and interest rates
fall. Meanwhile, in an expanding economy, aggregate
demand, consumption, employment, wages, corporate
profits, imports and government revenues also rise as

more taxes are collected and investment grows
(Zabarauskaité & Blaziené, 2012; Fatmawati, 2022;
Elbashbishy & El-adaway, 2023). In summary, in all
phases of the economic/business cycle, macroeconomic
factors such as aggregate demand, employment levels,
corporate profits, import levels, interest rates and GDP
determine the state of the economy. The change
(increase/decrease) in these factors is the basis for
determining the movement of the business cycle phase
(Phatudi & Okoro, 2023). Understanding both phases is
equally important, except that one phase presents
opportunities, and the other phase presents threats. By
understanding the opportunities, a business can exploit
them to the fullest and thus earn the highest possible
profit, while by understanding the threats, it can make
intelligent decisions and thus maximize profits or
minimize losses (Simavieciené & Keizeriené, 2011;
Morris, 2010). Some factors react faster to a changing
situation, others more slowly. Therefore, it is important to
analyze all of them together and not to focus on just one
factor, because theoretically, if an economy is in
recession, all or almost all factors should reflect it. GDP
remains one of the most accurate indicators of the
economic situation. It represents the value created in a
country, thus reflecting the economy, but it changes
relatively little and quite slowly, so that it is sometimes
possible not to measure this factor in a meaningful way.

In analyzing academic literature, authors have
identified the concept of a financial or real estate bubble.
Zhao et al. (2017) agree, stating that financial bubbles
result in a financial crisis, and that the focus should
therefore be on so-called bubbles, and on real estate
bubbles, as this directly affects the performance of the
construction sector. The following definitions of a bubble
can be found in the literature (see Table 1).

Table 1. Definition of the economic bubble

Author Definition of the economic bubble
Garber (1990) A situation where asset prices do not behave in a way that can be explained by economic principles.
Mayer (2011) A bubble can occur when house prices are too volatile over the cycle, rising faster than fundamentals during a

boom and falling faster than fundamentals during a bust.

Sornette, Cauwels (2014)

A period of unsustainable growth when asset prices are rising at an ever-faster rate. During the bubble phase, the
price increases faster than the exponential power-law growth process.

Glaeser, Nathanson (2015)

Housing markets are subject to high price volatility, with short-term price appreciation and medium-term price
appreciation. Together, these characteristics, especially at the most extreme, create the classic asset bubble.

Tien et al. (2019)

Real estate bubbles are a type of economic bubble that occurs periodically in local or global real estate markets, a
rapid rise in real estate market prices until they reach an unsustainable level, and then a decline relative to fair value

Liu et al. (2023)

A bubble is a common economic phenomenon where speculation leads to a sharp increase in the money supply,
leading to high property prices, a high vacancy rate and an increase in bank bad loans.

A common view of bubbles is that they are a period in
which asset prices rise faster than other economic
indicators, and that it is quite difficult to explain these
price increases in economic terms.

Bjorklund and Soderberg (1999) suggest using the
gross income multiplier (GIM) to determine the state of
the property market. The gross income multiplier is the
ratio of the price of a property to its potential annual
earnings (1). This multiplier is a simple and easy way to
calculate the investment value of a property (Razali,
Fachrudin, & Fachrudin, 2022):
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Gross Income Multiplier = Current Value of the
Asset/Gross Annual Income of the Asset (1)

Bjorklund and Soderberg (1999) provide criteria to
determine whether an economy is in a bubble or a bubble
in the making:

The gross income multiplier has been rising for a
long time, but this increase cannot be explained
by a change in the interest rate.

The gross income multiplier has been increasing
over a long period of time, but this increase
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cannot be explained by expectations of rising
rental growth.

The variables that should be the basis for the
level of rental prices are more related to the
gross income multiplier than to the level of rents
or prices.

Changes in fundamental factors cannot explain
price increases.

If any one of these criteria is correct, then a financial
bubble can be said to exist or to be forming. As can be
seen, a lot of attention is being paid to rental prices. It can
therefore be argued that it is also necessary to monitor
rental prices for construction companies, even though
their activities are not related to renting.

Tupénaité & Kanapeckiené (2009) also identify the
characteristics of a real estate bubble, which are:

Easily available loans, which allow to buy a
home in instalments even for low-income
earners.

Low interest rates on loans, which allow large
loans to be taken out for long periods.

Rent equal to or close to the monthly mortgage
payment.

Profitability in the construction sector is clearly
higher than in other sectors.

Thus, the key elements in the emergence of real estate
bubbles are the easy availability and cheapness of loans,
the high rental prices which are equivalent to loan
repayments, and the increase in profitability in the
construction sector, i.e., an increase in the share of profit
in relation to the costs incurred.

To summarize the authors' description of the
characteristics of a bubble, they can be reduced to a
change in the rental price of real estate and the interest
rate. These indicators are key to the formation of a
bubble. It is therefore important in an emerging economy
to monitor these indicators to ensure that the rate of
increase is not too high, as this could mean that the phase
of the economic cycle is about to change and things will
turn around, and the economy will begin to shrink.

Krivka (2013) identifies ten indicators to assess the
impact of the economic crisis on companies, the most
important of which are profitability, liquidity, and
turnover. These indicators not only allow the impact of
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the crisis to be assessed, but also show the effects of the
crisis on the performance of the firm. It was found that
turnover was the first to be affected, followed by
profitability, liquidity, and indebtedness, and finally
revenue, number of employees and average wages. This
means that not all indicators are affected immediately
when the economic situation deteriorates. The real estate
sector has been singled out as the sector most affected by
the crisis. This therefore further highlights the importance
of assessing the macroeconomic environment for the
construction sector.

To summarize the whole chapter on the theoretical
aspects of macroeconomic factors in the construction
sector, it can be argued that economic cycles have a
significant impact on all businesses and individuals in a
country. This is a particularly important aspect when
analyzing the performance of the construction sector, as it
is directly dependent on the country's economic situation,
the development plans of businesses and the population’s
access to real estate (Mach, 2019; Brzezicka &
Wisniewski, 2023).

The analysis of the scientific literature allows us to
identify six main macroeconomic factors that have the
greatest impact on the performance of the construction
sector: aggregate demand, employment rate, corporate
profits, import levels, interest rates and gross domestic
product. The importance of the property bubble is also
highlighted, which inflates property prices, irrespective of
economic factors, which can then lead to a sharp fall in
property prices. The construction sector must therefore
assess whether, even in a very profitable period, a bubble
is forming, which could result in a very large drop in
profits.

Methodology

The aim of the empirical study is to assess the impact
of economic factors on the construction sector in
Lithuania. To achieve this objective, a correlation
analysis, regression analysis and forecasting of the
performance of the Lithuanian construction sector were
carried out. The logical progression of the study is
presented in Figure 1.
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Fig. 1. Logical framework of the research

Most time series in macroeconomics are trending and
non-stationary. Using standard regression modelling to
test for normality can lead to incorrect conclusions. The
first step in model building should be to test for
stationarity, thus avoiding spurious regression models
with spurious results. Therefore, the first step is to check
the stationarity of the time series to avoid obtaining a
spurious regression model. Stationarity is checked by the
Dik Fuler test. The probability values obtained show that
if the probability is greater than 0.05, the time series is
not stationary; if the probability is less than 0.05, the
series is considered stationary.

A correlation matrix is constructed which shows how
the dependent variable Y (construction works in the
country at current prices) depends on the independent
variables X (employment, imports, corporate profits,
EURIBOR interest rates, wages, and GDP). The
correlation matrix shows the coefficient of significance of
the correlation and the probability value indicates
whether the relationship is significant. A significant
correlation is significant when the probability is greater
than 0.05. Correlation is needed to determine whether a
linear model or a non-linear model can be built between
the dependent variable and the independent variables. A
linear model is only possible with variables that have a
significant dependence. Non-linear models can be
constructed with both significant and nonsignificant
dependent variables.

With significant variables, either a multivariate linear
regression model (MLR) or a paired linear (PLR) or a
paired non-linear regression model (PNR) is constructed
(see Figure 1). A multivariate regression model is
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constructed with more than one independent variable that
is significantly correlated with the dependent variable.
Paired regression models are constructed with only one
independent variable that is significantly correlated. Only
non-linear regression models can be built with
independent variables that are insignificantly correlated
with the dependent variable. The parameters of the
regression model must be significant, and the likelihood
of the parameters must not exceed 0,05. The model itself
must also be significant, i. e., the probability of the F-
statistic must be less than 0,05.

Further, we need to assess the errors of the regression
model, which will show whether the model is accurate
enough for forecasting. The errors must satisfy the
conditions of zero mean, normality, independence, and
constancy of variance (Chatterjee, Hadi, 2013). Once the
model meets these conditions, prediction of the
dependent variable is possible.

The performance of the construction sector is
characterized by the construction work done, and
therefore the value of construction work done at then-
current prices (S) is used as the dependent variable in the
statistical analysis. In this study, the value of construction
work is presented as the total output of all construction
work. Therefore, the indicator reflects the total annual
value of construction work for non-residential buildings,
residential buildings, and civil engineering structures (in
thousands of Euros).

The factors of the macroeconomic environment that
have the greatest impact on the volume of construction
work were selected following a literature review. These
factors are aggregate demand, employment, corporate
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profits, the scale of imports, interest rate and gross
domestic product (GDP) (Phatudi & Okoro, 2023;
Zabarauskaité & Blaziené, 2012; Fatmawati, 2022;
Elbashbishy & El-adaway, 2023). For each of these
factors, the indicator that best describes it is selected and
used as an independent variable in the statistical analysis.
For the aggregate demand factor, net wages (average
monthly wages for the year in question, in euros) was
chosen as the indicator to reflect the aggregate demand
factor, since consumption and aggregate demand are the
most important determinants of personal income.
Employment in the country is represented by the average
annual employment rate (%), corporate profits are
represented by the aggregate annual profits of the
construction sector (thousand euro), imports are measured
as the annual imports of the country (thousand euro) and
GDP is chosen as the annual indicator of the country
(million euro). The interest rate indicator chosen is the
EURIBOR interest rate, as this interest rate has a
significant impact on both the interest rates offered to
businesses and the interest rates received by individuals.

Annual data from 2000 to 2022 were chosen for the
analysis. They are taken from the Lithuanian State Data
Agency (State data agency, 2023). The econometric
analysis of the data was carried out with the EViews
software.

Results and Discussion

The analysis of the stationarity of the statistics shows
that almost all the data analyzed are non-stationary,
except for the EURIBOR interest rate. Data which are
integrated processes of degree | (1) are differentiated
once and integrated processes of degree | (2) are
differentiated twice. This yielded stationary time series,
which were used in the correlation analysis in the next
stage of the study. The correlation analysis allowed us to
assess the strength of the relationship between the
dependent variable and the independent variables (see
Table 2).

Table 2. The evaluation of the correlation strength between construction activities conducted in the country and
macroeconomic indicators.

Independent variable Correlation coefficient Size of the connection

Net wages 0,88 Hiah positi Lt
igh positive correlation
Import 0,70 anp
Employment 0,68 . .
Moderate positive correlation

GDV 0,67
Corporate profits 0,47 Low positive correlation
EURIBOR interest rate 0,11 Negligible correlation

High positive correlation is observed between wages
and imports, suggesting that these independent variables
move over time in a similar way to the dependent
variable. A moderate positive relationship is observed
between employment and GDP, low positive correlation
and negligible correlation are observed between corporate
profits and the EURIBOR interest rate, respectively. The
significance of the correlation analysis shows that there is
a significant correlation between construction works and
corporate profits, GDP, net wages, imports, and
employment. The only variable, the EURIBOR interest
rate, does not have a significant linear correlation with
the construction work carried out by construction
companies in the country.

With significant linearly related variables, a multiple
linear regression model is constructed, the parameters of
which and the model itself must be significant. The
analysis of the significance of the variables and the model
and the removal of the non-significant parameters (firms'
profits, GDP and employment) lead to a significant
multiple regression model with the dependent variable
being the construction work carried out in the country at
the prices of the time (C), and the two independent
variables being the average monthly net wage (W) and
the annual import volumes (IM):

C=24666.83+14795.10 DU+0.036280 IM  (2)

The parameters of the model and the model itself are
estimated to be significant. In addition, attention should
be paid to the absence of multicollinearity among the

model parameters. It is found that there is no collinearity
between wages and imports, so both variables are good
parameters for the regression model.

Based on the resulting regression model, we can
calculate the elasticity coefficients, which estimate the
impact of the independent variables on the dependent
variable. The resulting elasticity coefficients are
presented in Table 3.

Table 3. Coefficient of elasticity

Independent variable Coefficient of elasticity

Wage 0,45

Import 0,43
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The elasticity coefficient shows that a 1% increase in
wages will lead to a 0.45% increase in construction
output, while a 1% increase in imports will lead to a
0.43% increase in construction output.

The coefficient of determination of the model (r-
squared corrected) indicates that the model is sufficiently
reliable for forecasting, with a confidence level of 80%.
To ensure the quality of the forecasts, the residual errors
of the model were checked, which fulfilled the conditions
of zero mean, normality, independence and constancy of
variance. The analysis of the model's errors showed that
the model is suitable for forecasting the volume of
construction work in Lithuania.

To forecast the volume of construction work for 2003,
the first step was to forecast the independent variables (W
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and IM) by analyzing various exponential smoothing
models and selecting the best one according to the
criterion of the smallest error. The forecast showed that

previous period. The data obtained for 2023 allowed to
forecast the volumes of the Lithuanian construction sector
in 2023 using a selected regression model. The results of

net wages are expected to increase in 2023, while import ~ the  forecasts are presented in  Table 4.
volumes are expected to decrease compared to the
Table 4. Forecasted values of the variables in the regression model
Year Actual Net Forecasted Net Actual Import Forecasted Import Actual Forecasted
Wage (Euro) Wage (Euro) (thousand Euro) (thousand Euro) construction work construction work
(thousand Euro) (thousand Euro)
2000 200,5 6046360 762425
2016 602,3 24737298 2278909
2017 660,2 28516178 2563712
2018 720,0 30942631 2999593
2019 822,1 31949100 3390534
2020 913,1 29127104 3377640
2021 1001,8 37690668 3769105
2022 1119,0 52392133 4677751
2023 1235,6 40809988 4273825

The resulting forecast shows (see Table 4) that the
volume of construction work in 2023 is expected to
decrease compared to 2022 by EUR 400 million or 8.6%.
The projected decrease is significant and a very important
indicator for the economy. The analysis revealed that the
sector's decline would be mainly driven by a fall in
imports. Higher wages are forecast to boost growth in the
sector, but the sharp fall in imports has overturned the
positive forecast.

Conclusions

An analysis of the theoretical aspects of the impact of
economic cycles and macroeconomic factors on the
construction sector has led to the conclusion that
economic cycles have a strong correlation with the
performance of the construction sector. The construction
sector is highly dependent on the economic situation and
the economic cycles are constantly changing this
situation. It is therefore very important in time to
understand when the economic cycle is changing or what
stage of the cycle one is currently in, and thus to take
advantage of this situation in business. Understanding the
situation allows you to maximize performance in the peak
or boom phases or avoid losses in the downturn or crisis
phases. The main macroeconomic factors identified as
influencing the cycle and the performance of the
construction sector are aggregate demand, employment
levels, corporate profits, import levels, interest rates,
gross domestic product (GDP).

The study of macroeconomic factors influencing the
construction sector in Lithuania shows that the
macroeconomic environment affects the performance of
the construction sector. The analysis showed that the
construction sector indicator (construction works at
current prices) moves in the same direction as the
selected macroeconomic indicators in the time series,

except interest rates. This means that, historically, as
macroeconomic indicators increase or decrease,
construction revenues are directly related to them. The
study revealed that the most significant macroeconomic
factors influencing the performance of the sector are
imports and net wages. Although the construction sector's
revenues are relatively inelastic for both of these
indicators, a forecast of the sector's revenues in 2023
showed that there is a possibility of a significant decline
in the sector's revenues, which will be mainly influenced
by a decline in import volumes.
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Abstract

Investment in renewable energy sources is gradually becoming the most popular investment in the world. Sustainable investment is an encouraged
solution because it does no harm to nature. The aim of the study is to find out whether richer or less rich countries invest more in renewable energy
sources. The richer a country is and attracts more foreign investment, the faster its economy grows. If a country is less rich, attracts less foreign
investment, its economy grows slower. We found that investment in the green economy is following this trend as well. Countries invest in the green
economy because they want to be either completely energy independent or become less dependent on other countries. It is important for the country's
economy not only to invest in other countries, but also to attract foreign investment in order to strengthen the domestic economy. The high level of the
country's economy is indicated by direct investment in foreign states. Economic development depends on the kind of investment. Economic growth
can be predicted based on investment. Investment increases the productive potential of the economy. Net investment shows the country's economic
situation. The economy is growing if the amount of total investment exceeds depreciation. Investment is very beneficial and important for the
development and growth of the country's economy. All investments, including green investment, improve and increase the development and growth
of the country's economy. Through the generated gross domestic product, investment affects the country's economy. Economic growth depends on
foreign and domestic investment. The main problem of investing in renewable resources is the cost of technology: the higher the price, the longer the
payback period is. Therefore, economically stronger countries can invest more in renewable energy sources. Economically stronger countries with
favourable climate conditions invest more in renewable energy sources, while economically weaker countries with poorer climate conditions invest
less in them. Economic growth depends on foreign and domestic investment The richer a country is and attracts more foreign investment, the faster its

economy grows. If a country is less rich, attracts less foreign investment, its economy grows slower.

KEY WORDS: investment, green economy, energy prices, GDP.

Introduction

Nowadays, there is a strong focus on the green
economy. Therefore, investment in the green economy is
significant for future generations. Green investment refers
to investment associated with the implementation of
environmental goals. The most popular types of
investment in the world are business, raw materials, real
estate, renewable energy sources. Sustainable investment
is the best solution because it does no harm to nature (
Doval, Negulescu, 2014). Countries invest in renewable
energy sources, solar power plants, wind farms. Investing
in renewable sources is a long-term process. Most of the
available funds are being employed and profit or benefit
is expected. Different financial instruments can be chosen
for investing, which may differ from each other in terms
of risk or return. The more profitable an investment, the
riskier it is. "The high cost of technology is the main
problem of renewable energy sources, which leads to a
longer period in which investment projects will pay off"
(Kanopka, 2015). In order to attract investment in
different areas of renewable energy sources, it is
important to correctly select subsidy and incentive
schemes. It is not the size of renewable energy prices but
their fluctuations that create the greatest investment risk,
thus it would be more appropriate for the state to help
stabilize those fluctuations. The main goal of the investor
is to maximise the return and reduce risks. One way to
derive income or benefit is by investing funds (European

Environment Agency, 2011). Currently, all countries are
investing in the green economy. They want to be either
completely energy independent or become less dependent
on other countries. A share of the energy produced can be
exported to other countries. Investment associated with
environmental protection and renewable energy sources
is called green investment. Green investment are friendly
to nature (Solomatina, 2022). This term relates to
activities for the implementation of environmental
protection goals, such as landscape preservation,
renewable source management, climate change
prevention. Green investment is related to green finance
i.e., green investments are finances that are used for the
preservation of the environment. These are investments in
renewable energy, reforestation, agriculture, and other
activities that protect the environment. Green investment
is an environmentally friendly union of finance and
business. Globally, the main goals of green investment
are reforestation, biodiversity maintenance, agriculture,
protected area establishment, and renewable energy
production and supply. Of all these goals, the supply of
renewable energy and the creation of the green,
sustainable, harmonious economy are becoming more
popular. The green, sustainable, harmonious economy is
an economy that does no harm to nature, reduces global
warming ( Kazlauskiené, Alekna, 2019). The European
Commission encourages countries to invest in the green
economy and thus preserve nature for future generations.
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Investment can be direct, for the purchase of
equipment and the establishment of economic entities,
and indirect, which do not affect the economic entity.
Depending on the investor, the country or the person's
permanent establishment, the investment can be foreign
or domestic. Domestic investment is an investment that is
invested within a country, while foreign investment is an
investment that is invested from abroad or in foreign
capital, with the aim of making a profit. Foreign direct
investment is the basis of economic growth (Loiseau,
Saikku, Antikainen, Droste, Hansjurgens, Pitkanen,
Leskinen, Kuikman, Thomsen, 2016). It is important
for the country's economy not only to invest in other
countries, but also to attract foreign investment in order
to strengthen the domestic economy. The high level of
the country's economy is indicated by direct investment
in foreign states. For the investor, direct investment has
many advantages. Uptake of new markets in foreign
countries is one of the main advantages (Quental,
Lourenco, Nunesda Silva, 2011). Countries, wanting to
attract foreign capital, want to show their attractiveness to
investors. The competitiveness and advancement of a
foreign country is enhanced by new technologies. Foreign
direct investment results in the creation of new jobs in a
foreign country and the loss of jobs in the home country.
With increasing global competition, all countries are
looking for ways to attract foreign and local investment in
order to achieve economic growth. Economic
development depends on the kind of investment ( Sileika,
Tamasauskiené, 2003). Foreign investment from similar
countries may be more beneficial ( Zdiarski, Swiatowiec,
Troilo, Matys, 2017).

At the micro level, investment plays a crucial role. It
is necessary for maximizing state income, ensuring the
normal functioning of the economic entity. Investment
increases the productive potential of the economy.
Investment is the basis for accelerating technological and
scientific progress, ensuring competitiveness, improving
the development of the economy and its sectors, creating
a base, raw materials for industry, solving the country's
unemployment, security, defence, and environmental
problems. In summary, we can say that investment is very
beneficial and important for the development and growth
of the country's economy. All investments, including
green investment, improve and increase the development
and growth of the country's economy.

The importance of investment for the green
economy in countries at different levels of
development

Gross domestic product is the main macroeconomic
indicator that can describe the development of a country,
standard of living, and economic growth (Mackevi¢ius,
Molien¢, 2009). Through the generated gross domestic
product, investment affects the country's economy
(Zukauskiené, Navickas, 2018). Figure 1 shows that
among the analysed countries, the highest gross domestic
product is in the Scandinavian countries, i.e., in Norway,
Denmark, Sweden, Finland, while the lowest is in
Bulgaria. Scandinavian countries are more economically
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developed than Bulgaria. Foreign countries invest in
states that are at a similar level of development. The
richer a country is and attracts more foreign investment,
the faster its economy grows. Investment, private capital
flows increase the gross domestic product.

m Skandinavian country
Norway

B Skandinavian country
Denmark

Skandinavian country
Sweden

m Skandinavian country
Finland
M Baltic state Estonia

M Baltic state Latvia

Baltic state Lithuania

Bulgaria country

2014 2015 2016 2017 2018 2019 2020 2021

Fig. 1. Gross domestic product millions euros in 2014—
2021.
Source: Eurostat data

Figure 1 shows that the highest gross domestic
product is in Norway. Norway has a well-regulated
market economy, politics. Vital sectors, i.e., of oil
production, renewable energy sources are controlled by
the government. Norway is rich in natural resources:
hydropower, oil, minerals, forests, fish. Norway is ranked
seventh in terms of oil exports in the world. Oil money is
invested abroad and domestically. This is due to the fact
that over time, gas and oil resources will be depleted. The
country has one of the highest standards of living, not
only among Scandinavia and the Baltic states, but
throughout the world. Norway is one of the most
environmentally friendly countries. The country is
investing heavily in renewable sources that will replace
fossil fuels over time. There are excellent conditions for
investing in wind energy. This investment would allow
not only Norway to be supplied with energy, but it would
be possible to export energy to other countries as well.
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Fig. 2. Percentage of renewable energy in 2014-2020
Source: Eurostat data
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Solar energy is the source of almost all renewable
energy sources. Renewable energy sources can be water,
solar, wind, biofuels, geothermal energy. The use of
renewable energy sources is expanding very rapidly
around the world. The solar and wind energy sectors are
growing. The share of renewable energy in all countries
has increased over the period analysed. In some very
dramatically, in others not so much. This can be
explained by a very strong focus on the green economy.
Figure 2 shows that the share of renewable energy
sources in Norway, Sweden, and Finland is increasing
very rapidly. Scandinavian countries are investing heavily
in renewable resources. Norway is investing heavily in
hydropower. About 96% of Norway's electricity comes
from hydropower plants. Norway is very strong not only
in terms of economy, but also energy. Among the Baltic
states, Latvia has the highest percentage of renewable
energy sources at 42,132%. Bulgaria has the lowest
percentage share of energy from renewable sources.
Bulgaria is economically the weakest of all the countries
analysed. The country benefits the most from tourists,
thus tourism is given great attention and the state mainly
invests in tourism.

Methods

Statistical data in Table 1 (see attachments) shows the
difference between the countries' outward investment and
inward investmentin the years 2005-2022. Table 2 (see
attachments) presents the statistical data of the gross
product per capita for the years 2005-2022. From the
statistical data presented in the tables, it can be seen that
as direct investment increases, the gross domestic product
(GDP) per capita increases. | used the moving average
method to confirm this point. This method is based on the
average basis. It can be used to predict annual data. After
applying the moving average method and performing the
calculations, we can see in Tables 3 and 4 (see
attachments) that as investment increases, the gross
domestic product also increases — this can be seen from
the result of year 2021.

In summary, we can say that economic growth
depends on foreign and domestic investment. The richer a
country is and attracts more foreign investment, the faster
its economy grows. If a country is less rich, attracts less
foreign investment, its economy grows slower. The
stronger the country's economy, the more it can invest in
renewable energy sources.

Investment in electricity

Investment in renewable energy sources is one of the
more important and relevant topics today around the
world. There is ever-growing talk about investment in the
green energy. Climate change makes it important to
switch to renewable energy sources. Energy is the driving
force of society. The entire world depends on oil and
fossil fuels, which makes us wonder how we extract and
use these fuels. An essential step towards the future of
renewable energy is renewable energy sources (Piebalgs,
2008). We are moving towards the goal of being able to
meet all emerging needs with renewable energy sources.
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Renewable energy sources are divided into potential and
real energy sources (Matulionyté-Jarasitiné, 2010).

The electricity sector of the Baltic states underwent
very strong changes, which led to the price of electricity
and the structure of the fuel balance. Falling and stable
electricity prices is one of the main goals of opening up
the electricity market (Siksnelyte, 2016).

In the 1980s, many transitional-type developed and
developing countries around the world began to carry out
reforms in the electricity sector. The reform model of the
sector included the creation of regulatory systems,
legislation, privatisation, restructuring (Nagayama, 2007).
Price has become a key parameter in electricity markets,
and today it has many characteristics. The main
characteristics of the price of electricity are as follows:
prices are characterized by modernity, volatility; negative
electricity prices are increasingly more visible; new
prices are forming more and more often; prices are
characterized by seasonality (Bobinaité, Juozapaviiené,
2012).

The main tasks of the Estonian electricity sector are to
increase the production of electricity, the use of local fuel
in the production of electricity, and the productivity of
transmission. Power plants in Estonia transmit electricity
to consumers and retailers. Next, electricity is sold by
retailers to consumers. Consumers must have a contract
with network operators to receive electricity. Electricity
producers compete in the wholesale market, offering
electricity to large consumers and retailers. In Estonia,
the main electricity comes from oil shale, thus electricity
production is stable all year round. The rest of the
electricity is produced from renewable energy sources.
Figure 3 shows that the lowest electricity price is in
Estonia and the highest in Latvia. In Estonia, consumers
can freely choose from whom to buy electricity, as well
as change supplier once a month. Latvia's electricity
production is highly dependent on seasonality, as
hydroelectric plants generate the most electricity
(Jankauskas, 2006). More electricity is produced than
consumed during rainy periods. Also, electricity
produced from renewable energy sources in Latvia
accounts for 32%. The Lithuanian energy system consists
of renewable energy sources, thermal power plants,
hydropower plants. Lithuania is currently investing
heavily in renewable energy sources, i.e., solar power
plants, wind farms are being built.

Fig. 3. Electricity prices for households consuming less
than 1 000 kWh, 2017H1-2022H1.
Source: Data of the statistical departments
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Figure 3 shows how electricity prices have changed
for household consumers using electricity up to 1 000
kWh. We see that from the second half of 2018 to the
first half of 2021, electricity prices in Lithuania, Latvia
and Estonia rose, with prices in Estonia being the lowest,
but with the outbreak of the war in Ukraine, since 2021
they have jumped significantly upwards.

2019H2  2020H1  2020H2  2021H1  2021H2  2022H1
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Estonia == Latia = Lithuania

Fig. 4. Electricity prices for households consuming 1
000-2 500 kWh, 2017H1-2022H1.
Source: Data of the statistical departments

Figure 4 shows that the prices for households
consuming electricity from 1 000 to 2 500 kWh varied
over the analysed period. In all Baltic states, prices rose
in the first half of 2021 and were the highest during the

entire period analysed.
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Fig. 5. Electricity prices for households consuming 2
500-5 000 kWh, 2017H1-2022H1.
Source: Data of the statistical departments

Figure 5 shows the electricity prices for households
consuming between 2 500 and 5 000 kWh. We see that
prices in Lithuania and Latvia were high until the second
half of 2019. Then, until the first half of 2021, they were
decreasing, and from the first half of 2021, the prices in
all the Baltic states skyrocketed. Electricity prices in
Latvia are the highest for the entire period analysed.
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Fig. 6. Electricity prices for households consuming 5
000-15 000 kWh, 2017H1-2022H1.
Source: Data of the statistical departments

Figure 6 shows that in Lithuania, Latvia, and Estonia,
the electricity prices for households consuming between 5
000 and 15 000 kWh have risen sharply since 2021.
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Fig. 7. Electricity prices for households consuming more
than 15 000 kWh, 2017H1-2022H1.
Source: Data of the statistical departments

Figure 7 shows that the electricity prices for
households consuming more than 15 000 kWh in
Lithuania, Latvia and Estonia have risen since the first
half of 2021.

Looking at all five graphs, we can summarize that
among the Baltic states, the lowest electricity prices are
in Estonia, and the highest in Lithuania and Latvia. All
the figures show that the price of electricity has grown
sharply since the start of the war in Ukraine in 2021.
While the war is going on, electricity prices in all states
remain high.

Conclusions

Countries invest in the green economy because they
want to be either completely energy independent or
become less dependent on other countries. It is important
for the country's economy not only to invest in other
countries, but also to attract foreign investment in order
to strengthen the domestic economy. The high level of
the country's economy is indicated by direct investment
in foreign states. Economic development depends on the
kind of investment. Economic growth can be predicted
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based on investment. Investment increases the productive
potential of the economy. Net investment shows the
country's economic situation. The economy is growing if
the amount of total investment exceeds depreciation.
Investment is very beneficial and important for the
development and growth of the country's economy. All
investments, including green investment, improve and
increase the development and growth of the country's
economy. Through the generated gross domestic product,
investment affects the country's economy. Economic
growth depends on foreign and domestic investment.

The main problem of investing in renewable resources
is the cost of technology: the higher the price, the longer
the payback period is. Therefore, economically stronger
countries can invest more in renewable energy sources.

Economically stronger countries with favourable
climate conditions invest more in renewable energy
sources, while economically weaker countries with
poorer climate conditions invest less in them. Economic
growth depends on foreign and domestic investment The
richer a country is and attracts more foreign investment,
the faster its economy grows. If a country is less rich,
attracts less foreign investment, its economy grows
slower.

Electricity prices in the Baltic states have risen
sharply since the first half of 2021. This significant jump
in prices was influenced by the outbreak of the war in
Ukraine.
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Attachments

Table 1.The difference between countries’ outward investment and inward investment in 2005-2022.

TIME | Bulgaria Denmark Estonia Latvia Lithuania Finland Sweden
2005 -22789.0 74 092.0 -7883.2 -3921.0 -6 541.6 23205.7 352 201.0
2006 -34 200.0 74 253.0 -6 5754 -5 340.0 -8 001.5 60 454.0 319971.0
2007 -49 320.8 89 050.0 -6 604.4 -6 829.0 -9 562.5 17 329.0 326 818.0
2008 -59 888.9 222 056.0 -6 469.6 -7.384.0 -8 020.2 22221.0 433472.0
2009 -64 931.0 301 976.0 -6 649.1 -7.376.0 -8317.9 31318.0 262 022.0
2010 -62 042.7 456 652.0 -7488.8 -7437.0 -9585.7 38112.0 281144.0
2011 -64 703.1 533 902.0 -8 922.2 -8 625.0 -9941.5 34 344.0 272942.0
2012 -67298.2 561 077.0 -9 755.7 -9 380.0 -10 480.5 41495.0 156 209.0
2013 -66 352.2 606 289.0 -11013.7 -10 372.0 -11 2115 41076.0 287 575.0
2014 -70 240.7 529 116.0 -12 094.6 -10975.0 -10 896.6 19 516.0 616 495.0
2015 -74874.2 578 947.0 -11829.1 -11 845.0 -11 368.2 11 896.0 319 232.0
2016 -75660.7 598 409.0 -12 674.6 -11 756.0 -11 818.3 27520.0 350 163.0
2017 -78 713.3 650 416.0 -13538.0 -12 869.0 -12 750.1 29119.0 170 870.0
2018 -81628.2 694 410.0 -14 925.8 -13290.0 -12735.9 49 535.0 513 883.0
2019 -85 126.2 738 453.0 -15998.2 -14 125.0 -14 390.7 53987.0 547 682.0
2020 -89 454.2 746 130.0 -19377.6 -14716.0 -15 340.0 44 081.0 373536.0
2021 -94 082.0 930927.0 -19 890.6 -15913.0 -16 971.8 48 840.0 608 050.0
2022 -98 869.3 990 439.0 -20 954.8 -17 266.0 -19 156.1 44 505.0 1211294.0
Source: Eurostat data
Table 2. Real GDP per capita in 2005-2022
TIME | Bulgaria Denmark Estonia Latvia Lithuania Finland Sweden
2005 4170 44 400 11070 8210 7 960 34 250 37990
2006 4480 45990 12 230 9280 8690 35490 39 540
2007 4800 46 210 13230 10 280 9770 37210 40 590
2008 5120 45 700 12 590 10 050 10 130 37330 40 100
2009 4970 43 220 10 770 8 760 8720 34 150 38030
2010 5080 43840 11 060 8550 9050 35080 39950
2011 5320 44 240 11890 8940 9820 35810 40 920
2012 5390 44170 12 320 9 680 10 330 35140 40 380
2013 5390 44 410 12 540 9980 10 810 34 660 40 510
2014 5470 44 890 12 960 10 270 11 290 34390 41180
2015 5700 45 630 13230 10 760 11 620 34 460 42 580
2016 5910 46 720 13 620 11110 12 070 35330 42 920
2017 6120 47 740 14 410 11 590 12 760 36 380 43 430
2018 6330 48 450 14 920 12 140 13 400 36 740 43760
2019 6 630 48 970 15 410 12 540 14 060 37150 44 180
2020 6410 47890 15 280 12 330 14 050 36 220 42 910
2021 6 950 50010 16 490 12 980 14 820 37290 45 280
2022 7250 51 460 16 250 13 320 14 970 37780 46 250
Source: Eurostat data

Table 3. The difference of the moving average method results between countries' outward investment and inward
investment in 2005-2022

TIME Bulgaria Denmark Estonia Latvia Lithuania Finland Sweden
2006 -14148 79132 -7021 -5363 -8035 33663 332997
2007 -47803 128453 -6550 -6518 -8528 33335 360087
2008 -58047 204361 -6574 -7196 -8634 23623 340771
2009 -62288 326895 -6869 -7399 -8641 30550 325546
2010 -63892 430843 -7687 -7813 -9282 34591 272036
2011 -64681 517210 -8722 -8481 -10003 37984 236765
2012 -66118 567089 -9897 -9459 -10545 38972 238909
2013 -67964 565494 -10955 -10242 -10863 34029 353426
2014 -70489 571451 -11646 -11064 -11159 24163 407767
2015 -73592 568824 -12199 -11525 -11361 19644 428630
2016 -76416 609257 -12681 -12157 -11979 22845 280088
2017 -78667 647745 -13713 -12638 -12435 35391 344972
2018 -81823 694426 -14821 -13428 -13292 44214 410812
2019 -85403 726331 -16767 -14044 -14156 49201 478367
2020 -89554 805170 -18422 -14918 -15568 48969 509756
2021 -94135 889165 -20074 -15965 -17156 45809 730960

Source: Authors own colculations
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Table 4. Real GDP per capita results after applying the moving average method

TIME Bulgaria Denmark Estonia Latvia Lithuania Finland Sweden
2006 4483 45533 12177 9257 8807 35650 39373
2007 4800 45967 12683 9870 9530 36677 40077
2008 4963 45043 12197 9697 9540 36230 39573
2009 5057 44253 11473 9120 9300 35520 39360
2010 5123 43767 11240 8750 9197 35013 39633
2011 5263 44083 11757 9057 9733 35343 40417
2012 5367 44273 12250 9533 10320 35203 40603
2013 5417 44490 12607 9977 10810 34730 40690
2014 5520 44977 12910 10337 11240 34503 41423
2015 5693 45747 13270 10713 11660 34727 42227
2016 5910 46697 13753 11153 12150 35390 42977
2017 6120 47637 14317 11613 12743 36150 43370
2018 6360 48387 14913 12090 13407 36757 43790
2019 6457 48437 15203 12337 13837 36703 43617
2020 6663 48957 15727 12617 14310 36887 44123
2021 6870 49787 16007 12877 14613 37097 44813

Source: Authors own colculations

RECEIVED: 20 August 2023 ACCEPTED: 10 September 2023 PUBLISHED: 06 October 2023

Joana Zukauskiene, Kaunas University of Technology PhD candidate in economics. Master of Business Economics. Field of scientific research,
green economy, international trade. Disertation topic: The impact of international trade on the European green economy. Disertation aim of the study
is to develop an econometric model of the impact of inertnational trade on the European Green Economy, which would allow a more accurate
assessment of existing processes and propose sound economic policy measures to prevent and address emerging problems and ensure stable and
sustainable. Scientific publication: The labor force migration impact on countries with different economic development level J. Zukauskiene, V.
Navickas (2018). Address: Gedimino g. 50, LT-44239 Kaunas- Lithuania. Phone: +37060603779. E-mail: joana.zukaus@gmail.com. ORCID 0009-
0005-2265-0658.

Vytautas Snieska, professor, dr., Kaunas University of Technology, School of Economics and Business, Economics, Business & Management
Centre, professor. Field of scientific research: Economics, macroeconomic forecasting. Scientific publications: Zykiene, I., Snieska, V., Bruneckiene,
J., & Burksaitiene, D. (2021). Assessment of regions using an index for a location’s attractiveness for business development. Economic research =
Ekonomska istrazivanja, 34(1), 1366-1384.Kuzmenko, O., Vasylieva, T., Vojtovi¢, S., Chygryn, O., & Snieska, V. (2020). Why do regions differ in
vulnerability to Covid-19? Spatial nonlinear modeling of social and economic patterns. Economics and sociology, 13(4), 318-340.Przekota, G.,
Szczepaniska-Przekota, A., Mentel, G., Mentel, U., & Snieska, V. (2020). Causality of the relationship between wheat prices and economic conditions
- an evidence for sustainable development. Journal of international studies, 13(3), 161-179.Snieska, V., Zykiené, 1., & BurkSaitien¢, D. (2019).
Evaluation of location’s attractiveness for business growth in smart development. Economic Research—Ekonomska Istrazivanja, 32(1), 925-946.
Valodka, 1., Snieska, V., & Mihi-Ramirez, A. (2020). Impact of the international trade on the EU clothing industry carbon emissions. Inzineriné
ekonomika = Engineering economics, 31(3), 314-322.Snieska, V., & Valodka, I. (2019). Sustainability integration impact on fast fashion supply
chains. In Eurasian studies in business and economics: Vol. 10/2. Eurasian economic perspectives: proceedings of the 22nd Eurasia Business and
Economics Society conference (pp. 27-42). Cham: Springer Nature. Address: Gedimino g. 50-227, LT-44239 Kaunas. Phone: +37069801714. E-
mail:vytautas.snieska@ktu.lt. ORCID0000-0001-8777-273X

53


mailto:joana.zukaus@gmail.com
mailto:vytautas.snieska@ktu.lt




https://doi.org/10.38104/vadyba.2023.2.07

Vadyba

Journal of Management
2023, Ne 2 (39)

ISSN 1648-7974

S

PRECONDITIONS FOR THE "FARM-TO-SCHOOL" MODEL FROM
STAKEHOLDERS' PERSPECTIVE: THE CASE OF KLAIPEDA REGION

Julija Melnikova!, Simona Grigaliuniene'?, Inga Dailidiene'?, Jennifer Avci®
Klaipéda University, *Lithuania Business College, *Sustainable Gastro

Abstract

Farm-to-school programs represent a global movement aimed at bolstering childhood nutrition, enhancing the quality of school meals, and
empowering of local markets. However, these initiatives exhibit significant diversity in their implementation strategies across different countries and
remain variably defined in both research and program evaluation literature. In the context of the Klaipeda region project, Farm-to-school programs
could be conceptualized as initiatives centred around local or regional food procurement, alongside agriculture and nutrition-based educational
endeavours. These activities would encompass the provision of locally sourced foods in schools, the facilitation of educational sessions, and the
establishment of school gardens, all aimed at bridging the gap between educational institutions, local farmers, food producers, and distributors. The
overarching goal is to integrate fresh, locally sourced food into both school cafeterias and curricula. The research findings, based on interviews
conducted in the Klaipeda region with municipality specialists, shed light on the specific nuances of possible Farm-to-school program implementation
in this region. Key takeaways from the responses include the commitment to regulatory compliance with Green Public Procurement rules, with a
strong emphasis on sourcing food produced within Lithuania. Despite their dedication to supporting local agriculture and providing fresh, locally
sourced food, these programmes grapple with challenges related to quantity, cost, administrative hurdles, and procurement policies. Decision-making
processes are influenced by a diverse array of stakeholders, including municipal bodies and the broader community.

KEYWORDS: Farm-to-school programme, stakeholder involvement, Klaipeda region.

Introduction
Today’s world tendencies such as increasing
population, growing consumption, the problems of

climate change, anthropogenic pollution of the
environment, are becoming more prominent and raise the
relevant issues of food quality and sufficiency. Growing
demand for organic food products requires to rethink the
current supply chain approaches for e-grocery and it is
estimated that the world population is expected to reach
9.8 hillion by 2050, the average life expectancy in Europe
will be 82 years by 2050 (Guzauskas and Burinskieng,
2022). The priorities of the world, European, including
Baltic countries, strategic documents are related to the
goals of implementing sustainability and food strategies.
In order to ensure the sustainable development of
countries, in 2015 The UN has approved 17 Sustainable
Development Goals, which cover the areas of improving
the social environment, economic development,
environmental  protection and cooperation (The
Sustainable Development Agenda 2030, 2015). All UN
member states are committed to the implementation of
these goals, where one of the strategic issues addressed is
to eliminate hunger, ensure food self-sufficiency and
better nutrition, promote sustainable agriculture.
Sustainable and resilient food production systems are key
to achieving this goal. Transitioning to sustainable
agriculture will help ensure food security in the future as
demand increases and the climate changes. Policymakers
will need to promote sustainable food production systems
and ensure the proper functioning of food markets and
access to market information. One of the relevant areas

for achieving this goal is improvement of childhood
nutrition and school meals systems.

School meal systems are common throughout the
world and are used to promote healthy eating in children
and improve learning outcomes (Morgan, Sonnino,
2008). In recent years, there has been increasing
emphasis on the possibility of improving school meals by
including locally grown products, thus contributing to the
development of local economic systems (Sumberg,
Wheeler, 2011). This model has been called “Farm-to-
school” in practice of some countries and, according to its
proponents, emphasizes public procurement of locally
grown food as a key market opportunity for farmers
(Botkins, Roe, 2018).

Farm-to-school model in different countries has given
a start to various initiatives that aim to connect schools
with local farmers, food producers, and distributors to
provide fresh, locally sourced food in school cafeterias.
Generally known as Farm-to-school programmes such
initiatives not only promote healthier eating habits among
students but also supports local agriculture, strengthen
communities, and educate students about where their
food comes from. Farm-to-school programmes are
common in countries in South America, North America,
Asia and Europe, e.g. “Farm Safe Schools” (Ireland),
“Food for Life” (England), “From Farm to Cafeteria”
(Canada), etc.
(https://foodtank.com/news/2017/10/national-farm-
school-initiatives/).

Although Farm-to-school programmes vary according
to place and the people who run them, they typically
include one or more of the following programme
components: they connect local farmers and food
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processors with school cafeterias in preschools
(kindergartens), secondary schools (grades 1-12) and
colleges, they serve and promote locally produced
agricultural products on the lunch line, and they connect
youth to food production and preparation through
activities such as school gardens, field trips to farms, and
chefs in the classroom (Watts et al., 2005). Overall,
Farm-to-school programmes promote a holistic approach
to education and nutrition, emphasizing the importance of
fresh, locally sourced food for students' well-being and
the well-being of their communities. Moreover, Farm-to-
school programmes align closely with the principles of
sustainable development by addressing social, economic,
and environmental aspects. It contributes to achieving the
United Nations Sustainable Development Goals (SDGSs)
by promoting healthier communities, supporting local
economies, and fostering environmental sustainability.

An analysis of the experiences of foreign countries
implementing Farm-to-school and similar programmes
(Ratcliffe, 2012) suggests that the distinctive feature of
these programmes is their multi-component nature. The
programmes involve schools and farms as well as many
other social actors such as state and regional government
agencies, nutrition services, hygiene services, public
health centers, food processors and manufacturers, etc.
These social actors traditionally have different goals and
objectives, not necessarily focusing on school meals.
Therefore, the need to participate together in creating new
school food markets poses certain challenges to those,
who seek to deploy similar initiatives.

The present article has been prepared within the
framework of the BSR Food Coalition project funded by
Interreg Baltic Sea Region Program (contract #S002), the
aim of which is to create the conditions for the emergence
of the "From farm to school" model in the Baltic States.
The study presented in the article is a part of a wider
research which has been sought to disclose the conditions
and opportunities for the promotion and use of foods
produced by local farmers in general education schools in
Klaipeda region, Lithuania as well as at defining
necessary educational efforts to increase healthy
nutrition, develop general health habits, and agricultural
and food system literacy within general education schools
and their communities. To achieve the aim the project
research covered different target groups of social actors
in Klaipeda region: farmers and representatives from
educational institutions (Melnikova et al., 2023(a); school
administrators, students, and parents (Melnikova et al.,
2023 (b). The present piece of research has been
specifically sought to involve another group of social
actors — municipality procurement specialists of Klaipeda
region, who deal with food procurement issues and are
involved in decision making regarding school meals and
disclose their opinion on the preconditions for the
development of Farm-to-school model in Klaipeda
region. The present article will highlight the main
findings of the interviews thus helping to raise the
awareness among all interested groups and promote
collaboration.
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Theoretical background

The concept of Farm-to school. At a broad level,
Farm-to-school programmes share the goals of improving
childhood nutrition and school meals as well as
supporting local markets (Joshi et al., 2014; Roche et al.,
2012). However, there is a great deal of diversity in
programme implementation strategies in  various
countries that are developed to meet these goals, and
Farm-to-school is defined in different ways across the
research and programme evaluation literature. A primary
definition was clarified by a foundational document in
Farm-to-school literature, “Evaluation for
Transformation” (Joshi et al., 2014), which describes the
potential outcomes of Farm-to-school and provides a
common language for researchers, programme evaluators,
and practitioners. This document broadly describes Farm-
to-school as enriching “the connection communities have
with local, healthy food and food producers by changing
food purchasing and educational activities at schools and
preschools” (Joshi et al., 2014, p. 2). Though Farm-to-
school programmes are unique and vary by location and
school resources, comprehensive programmes, according
to this document, include three core elements: (a)
procurement of local and regional food products, (b)
gardening based at schools and preschools, and (c)
education that is food and farm-related. An additional
definition that provides an organizing framework is the
“3-C” approach embraced by leaders in the Farm-to-
school movement, which defines three domains of
intervention: the cafeteria, classroom, and community
(Bagdonis et al. 2009).

The growing body of literature on Farm-to-school
programmes across the countries defines their two main
functions generally as:

» procurement and preparation of locally produced

foods for school meals and

+ experience-based educational activities addressing
the agricultural, culinary, and nutritional qualities
of such foods (Schafft et al., 2010).

The procurement and preparation component
accomplishes four distinct aims. These are to (Izumi et
al., 2009; Meter, 2011):

« improve students' nutritional intake;

+ create markets for small- and medium-sized
farmers in the schools’ own communities and
regions;

+ strengthen local economies by spending a greater
percentage of school food services' budgets on
foods produced nearby; and

+ enhance the natural environment by supporting
sustainable agricultural practices.

The experiential educational component of most
Farm-to-school programmes has been shown to increase
students’ appreciation and preferences for healthful foods
that are produced locally in an environmentally sound
manner and is often portrayed as the overarching goal of
Farm-to-school programmes. Farm-to-school is also
described as decreasing the social distancing between
food production and consumption by fostering efforts
which bring food to consumers with the farmer’s face or
story on it (Barlett, 2009).

Proponents believe that the combined application of
both these components of Farm-to-school programme -
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local food procurement and experience-based education -
is instrumental in encouraging students’ consumption of
healthful, locally produced food. Research on school
gardens demonstrates that experience-based agricultural
education increases students’ willingness to eat fruits and
vegetables (Kloppenburg, Hassanein, 2006; Morris at al.,
2000).

In the scope of the BSR Food Coalition project, we
define the idea of Farm-to-school programme in Klaipeda
region as activities that generally centre around
procurement of local or regional foods, agriculture or
nutrition-based educational activities such as but not
limited to (Renting et al., 2003):

» Serving local food products in schools (meals and

snacks);

» Serving local food products in classrooms (snacks,
taste tests, educational tools);

» Conducting educational activities related to local
foods such as farmers in the classroom and
culinary education focused on local foods, field
trips to farms, farmers' markets or food processing
facilities, and educational sessions for parents and
community members;

» Creating and tending school gardens.

Hence, the concept of the Farm-to-school programme
in Klaipeda region would revolve around connecting
schools with local farmers, food producers, and
distributors to integrate fresh, locally sourced food into
school cafeterias and educational curricula. It's a
multifaceted initiative that encompasses nutrition,
education, community engagement, and sustainability.
Here's a breakdown of the key components of the Farm-
to-school concept that could be valuable for Klaipeda
region (Vallianatos et al., 2004; Berkenkamp, 2011):

1. Local food procurement: The programme focuses
on sourcing food from local farms and producers,
prioritizing  fresh, seasonal, and locally grown
ingredients. Schools establish relationships with farmers,
food cooperatives, and distributors to ensure a steady
supply of local produce and products.

2. School cafeteria: Locally sourced foods are
integrated into school meal programs, allowing students
to enjoy healthier and more nutritious meals. Cafeteria
menus reflect seasonal variations in food availability,
promoting a diverse range of fresh options.

3. Education and curriculum integration: The Farm-
to-school programme extends beyond the cafeteria to the
classroom, integrating food and agriculture education into
various subjects. Teachers incorporate lessons on
farming, nutrition, food systems, and sustainability,
providing students with a well-rounded understanding of
food sources.

4. Hands-on learning: Students engage in hands-on
activities such as gardening, cooking, and food tastings,
fostering a deeper connection to their food and its origins.
Learning experiences may include field trips to local
farms, visits to farmers' markets, and participation in
community gardening projects.

5. Community engagement: The programme
encourages collaboration between schools, students,
parents, farmers, and the wider community. It fosters a
sense of community pride and cooperation, promoting the
idea of "knowing where your food comes from."
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6. Nutrition and health: By offering fresh and
nutritious meals, the programme contributes to students'
overall health and well-being. It helps develop healthy
eating habits early in life, potentially reducing the risk of
diet-related health issues.

7. Economic support for local agriculture: Farm-to-
school programme provides a market for local farmers,
supporting the local agricultural economy and helping
farmers sustain their operations.

8. Sustainability and environmental awareness: The
concept promotes sustainable agricultural practices by
reducing the carbon footprint associated with food
transportation. It encourages students to understand the
environmental impact of their food choices.

9. Cultural diversity: Farm-to-school initiatives
celebrate cultural diversity by incorporating diverse foods
and culinary traditions from the local community.

10. Food security: The programme can contribute to
addressing food insecurity by providing access to fresh,
nutritious foods for all students.

Overall, the Farm-to-school concept is about creating
a dynamic and interconnected system that benefits
students, communities, local farmers, and the
environment. It emphasizes the importance of
understanding where food comes from, making healthier
food choices, and supporting local economies.

Klaipeda Region has a regional specialisation strategy
for 2030 where different measures are dedicated to food
topics under the ,Bioeconomy* priority (Klaipéda
economic development strategy (2021). One of them is
the promotion of an application of green public
procurement criteria on the municipal level, also, district
municipalities are working actively on the creation of
short food supply chains, organizing catering services in
the Klaipeda region in public institutions (schools,
hospitals, etc.). Also, on the regional level, the
importance of educating society and informing about
local food value, is being emphasized. Small farms still
predominate in Klaipeda region, but it is becoming more
and more difficult for them to operate in market
conditions, especially during the coronavirus pandemic.
The biggest problem is the lack of the necessary
infrastructure in Klaipeda region for the successful
cooperation of schools and local farms (Melnikova et al.,
2023a). Moreover, some other problems have been
identified. Neither the heads of educational institutions
nor the farmers have the time and ability to devote all
their time to the paperwork and documents of public
procurement, then to the inspection of goods, logistics,
etc. It's just that the system is not developed and does not
work smoothly. It is difficult for small farmers to provide
purchases and ensure large quantities of products needed
(Melnikova et al., 2023a). This requires to further
improve the cooperation of regional food chains and
farmers. Today, there are legal options to buy food
products from farmers, but that path is quite complicated,
which is why few choose it. Anyway, Klaipeda region
sees its task to promote information and education of the
population, why local products and locally produced food
are more useful, healthier and better for people.

Previous research has outlined a broad array of social
actors involved in the support of and implementation of
the Farm-to-school programmes, including local decision
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makers, food services providers, distributors, farmers,
community partners, school professionals etc. (Conner et
al., 2011). Government namely state and regional
government agencies can provide funding, grants, and
policy support for farm-to-school programmes. They can
also help streamline regulations and provide guidance on
food safety and procurement practices. Therefore, it is
important to disclose their views on the possibilities of
Farm-to-school model in Klaipeda region.

Methodology

During the implementation of the project “BSR Food
Coalition” the open-question interviews with Klaipeda
region stakeholders (municipality specialists) were
conducted. The interviews were carried out in October-
November 2022. 6 informants were interviewed (table 1).

Coding Institution and department | Role

S1 Department of Agriculture of | Representative
Klaipeda region Municipality
Administration

S2 Department of Agriculture of | Representative
Klaipéda District Municipality
Administration

S3 Association “Klaipeda | Representative
region”

sS4 Association “Klaipeda | Representative
region”

S5 Skuodas district | Representative
municipality,  department  of
Agriculture

S6 Skuodas district municipality | Representative

Open-question interviews, also known as open-ended
interviews, were chosen as a qualitative data collection
research method, as interviewers ask participants broad,
open-ended questions to gather in-depth information,
insights, and narratives. Unlike closed-ended questions
that elicit specific responses, open guestions encourage
participants to provide detailed, unrestricted responses
(Zydzinaite, 2006).

The instrument for qualitative data collection was
elaborated by project researchers based theoretical
analysis of research publications (Conner et al., 2011). It
included 7 open questions for stakeholders, namely:

1. There has been recent publicity about locally grown
food. How do you define “locally grown? Probes: Same
city, region, or country? Within a specific radius? Within
a day’s drive?

2. Can you talk about your food service operation in
general education schools? How do your efforts to buy
locally grown food fit into the goals of your food service
operation?

3. Can you walk me through your procurement
procedure for commercial foods? Probes: Who are your
vendors (e.g., commercial distributors, shippers,
wholesaler, farmers)? What do they offer in terms of
products, services, or financial incentives?

4. What factors do you consider when buying locally
grown food? Probes: How important is price? Do you
consider product attributes such as organic, quality, and
local? Does your relationship with your vendor (including
farmers) come into play?
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5. Can you tell me about your farm to school
collaboration (if any)? Probes: How did it get started?
How has it changed over the years? Do you have an
educational component? Which vendors do you go to for
locally grown food? Have you requested locally grown
food from your broadline distributor?

6. What could motivate you to begin buying locally
grown food? What motivates you to continue buying
locally grown food? Probes: What are the benefits of
buying locally grown food?

7. What are the challenges, if any, to buying locally
grown food? Probes: How do state, or local procurement
policies impact your ability to buy locally grown food, if
at all? What influence, if any, does school board or
municipal education department have on your
procurement decisions? What about students, and
parents?

The informants’ answers were analysed applying the
method of interpretative qualitative data analysis.

Results

The provided answers from research participants shed
light on their approach to sourcing locally grown food for
general education schools. The informants’ responses to
the first question allowed to clear out the definition of
"Locally grown food". For these specialists it includes
several criteria, which are as follows: “Grown in
Lithuania” (S1): This is a national-level definition,
indicating that they prioritize domestic agricultural
products. “No matter the distance/the respective region
as close as possible to the contract (service) provision
place” (S3). This suggests that informants consider the
proximity of the food source to the location where it will
be served, showing an emphasis on minimizing
transportation distances. “Same city, region, or country”
(S6). This further refines the concept, indicating that they
may consider food from the same city, region, or country
as locally grown. Moreover, according to study
participants, seasonality is considered, indicating a
preference for products that are in season, which,
according to them, is “a common aspect of local
sourcing” (S3).

Informants’ responses to the second question allowed
disclosing the issues of food service operation in school
in Klaipeda region. The provided information gives
insights into the food service operations in general
education schools and the integration of locally grown
food procurement into their goals.

The food service operations in general education
schools vary, with “some schools relying on catering
service providers to deliver meals” (S1), and “others
having school canteens owned by themselves or by
external parties” (S5). This dual approach suggests
flexibility in how schools manage their food services.

Regardless of whether school meals are provided by
external providers or through school canteens,
procurement for food is conducted uniformly across all
schools in the county. This uniformity implies a
standardized approach to sourcing food products. “The
primary framework guiding food procurement for schools
is the adherence to Green Public Procurement rules”
(S3). “These rules likely focus on environmental and
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sustainability criteria when purchasing products” (S4).
This indicates a commitment to environmentally
responsible practices.

According to informants, municipalities make an
effort to encourage the participation of local farmers in
the procurement process. They do this by “dividing lots
and distinguishing smaller regions to facilitate local
farmer involvement” (S3). This approach aligns with the
concept of supporting local agriculture and reducing the
carbon footprint associated with food transport. A
limitation mentioned is “the practical challenge of having
contracts with numerous local farmers” (S6). This is seen
as administratively challenging, and it's acknowledged
that such an approach may not be feasible for
municipalities. Notably, the study participants mentioned
that no additional special efforts are made to specifically
procure locally grown food beyond what is required by
Green Public Procurement rules. The rationale for this is
that “municipalities believe these rules are sufficient to
encourage local farmer participation” (S3).

The responses also touch on the limitations faced by
procurement specialists, including “a lack of capacity,
motivation, and knowledge to go beyond the established
requirements” (S4). This highlights the importance of
resources and expertise in shaping procurement decisions.

In summary, the integration of locally grown food
procurement into the food service operations of general
education schools is primarily driven by adherence to
Green Public Procurement rules and a desire to support
local farmers where feasible. The approach appears to
balance environmental sustainability and practicality,
recognizing that managing contracts with numerous local
farmers can be challenging. While there is an emphasis
on uniformity and compliance, the responses did not
delve into potential benefits or drawbacks of this
approach, leaving room for further exploration of its
implications.

The answers to the third questions allowed
distinguishing procurement methods. The specialists
explain that there are two methods of providing school
meals: “through catering service providers and by
purchasing food directly” (S1). Both methods adhere to
Green Public Procurement requirements. Informants also
mention that municipalities try to divide lots and
distinguish smaller regions to involve local farmers.
However, they also acknowledge practical limitations,
such as “not being able to manage contracts with
different farmers” (S5). It's mentioned that no special
additional efforts are made to specifically procure locally
grown food beyond what is required by Green Public
Procurement rules. The specialists cite reasons such as
“capacity constraints, lack of motivation, and limited
knowledge as barriers to going beyond the set
requirements” (S4).

Informants’ answers to the fourth question outline the
procurement procedure for commercial foods used in the
context of schools and highlight some key aspects of their
approach.

The procurement procedure involves a range of
vendors, including farmers/producers, shippers, and
wholesalers. This suggests that schools may consider a
variety of sources for their food supply. The responses
indicate that vendors, including farmers, shippers, and
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wholesalers, “do not offer any incentives in terms of
products, services, or financial incentives due to the
nature of the procurement procedure” (S3). This implies
that the procurement process is strictly regulated and does
not allow for additional offerings or negotiations with
vendors.

The responses state that there is “no direct link
between the needs of schools and local farmers in the
region” (S3). This suggests that the procurement process
does not prioritize local sourcing based on the needs of
schools or the support of local farmers. Informants also
mentioned that the “needs of farmers are not taken into
consideration before procurement” (S5). This indicates
that the procurement process may not involve
consultation or collaboration with local farmers to align
their capabilities and offerings with the needs of the
schools.

It's also noted by the informants that “prices offered
by shippers and wholesalers tend to be lower than those
offered by local farmers/producers” (S3). This suggests
that cost efficiency may be a significant factor in the
procurement decision-making process.

The informants also talked about the Green Public
Procurement procedure, which according to them
includes several requirements, namely ensuring that food
products do not contain GMOs and meet specific quality
standards, traceability of the entire product supply cycle,
including producer and supplier affirmations, compliance
with organic farming, national food quality scheme, or
agricultural products' integrated cultivation requirements
throughout the contract period, use of seasonal fruits,
berries, and vegetables, following the Ministry of
Agriculture's seasonality calendars, limiting food product
delivery distances to not more than 250 km from the
product's growing/production place to the municipality.

In summary, the procurement procedure outlined
appears to be highly regulated, with a focus on adhering
to specific quality and sourcing standards, rather than
fostering direct relationships with local farmers or
incentivizing their participation. Cost considerations and
adherence to Green Public Procurement requirements
play a significant role in their decision-making process.

The study participants’ responses shed light on the
motivations and challenges faced by municipalities when
it comes to buying locally grown food. The primary
motivation for municipalities to start buying locally
grown food seems to be related to “compliance with
Green Public Procurement rules” (S1). They are required
to source products grown in Lithuania to meet these
regulations. However, the main limitation mentioned is
the inability of small farmers “to provide the necessary
quantities” (S4). Therefore, the motivation to begin
buying locally grown food appears to be more regulatory
and compliance-driven rather than driven by other
potential benefits. In summary, the primary motivation
for municipalities to buy locally grown food appears to be
regulatory compliance.

The challenges to buying locally grown food in the
context of school meal programs are multifaceted and can
be influenced by various factors, as indicated in the
provided information.

One of the primary challenges is “the limited quantity
of produce that local farmer can provide” (S6). Small-
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scale farmers may not have the capacity to meet the
volume demands of larger institutions, such as schools
that serve multiple students. This limitation makes it
difficult to source all required food locally.

The administrative aspect of procurement is a
significant challenge. “Coordinating and managing
contracts with small local farmers can be complex and
resource-intensive” (S6). “Municipalities or institutions
may find it impractical to divide procurement among
many small suppliers, as it can become unmanageable”
(S3).

According to the informants, “while supporting local
farmers is a goal, the cost of locally grown food may be
higher than that of larger-scale commercial suppliers”
(S3). This can make it challenging to justify the increased
cost, especially when budgets are constrained.

Moreover, informants mentioned that “state or local
procurement policies can have a significant impact on the
ability to buy locally grown food” (S4). If these policies
prioritize cost savings or are overly restrictive, they may
hinder efforts to source locally.

Research participants mentioned that “the decision-
making authority of school boards and municipal
education departments can also affect procurement
choices” (S5). These bodies may prioritize factors such as
cost, compliance with regulations, and logistics, which
can impact the feasibility of local sourcing.

Moreover, research  participants added, that
“encouraging local farmers to participate in procurement
programs can be challenging, particularly if they are not
incentivized by pricing or if the administrative burden is
high” (S3). Farmers need to see tangible benefits and
motivations to engage with school meal programs. On the
other hand, according to interviewees, “the preferences
and priorities of students and parents can influence
procurement decisions to some extent” (S1). If there is a
strong community desire for locally sourced and fresh
food, it may encourage institutions to overcome some of
the challenges associated with local procurement.

In summary, while there are numerous benefits to
buying locally grown food, including supporting local
economies and providing fresher products, challenges
related to quantity, cost, administration, and procurement
policies can pose significant hurdles. Balancing these
challenges with the desire to source locally is an ongoing
consideration for institutions and municipalities involved
in school meal programs in Klaipeda region.

Conclusions

The concept of Farm-to-school programmes aims to
enhance childhood nutrition, improve school meals, and
support local markets. While these programs share
common goals, they exhibit diversity in implementation
strategies across different countries and are defined
variably in research and programme evaluation literature.

The main functions of Farm-to-school programmes, as
defined in the literature, encompass the procurement and
preparation of locally produced foods for school meals
and experience-based educational activities related to
agriculture, culinary skills, and nutrition. The
procurement component serves to improve students'
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nutrition, create markets for local farmers, strengthen
local economies, and enhance the natural environment.
Meanwhile, the educational component aims to increase
students' appreciation and preferences for healthful,
locally produced food and decrease the distance between
food production and consumption.

In the context of the Klaipeda region project, Farm-to-
school programmes are defined as activities centring
around local or regional food procurement and agriculture
or nutrition-based educational activities. These activities
include serving local food in schools, conducting
educational sessions, and establishing school gardens.
The overarching goal is to connect schools with local
farmers, food producers, and distributors to integrate
fresh, locally sourced food into school cafeterias and
curricula.

The research results based on the interviews provide
insights into how Farm-to-school programmes are
implemented in the Klaipeda region. Here are key
findings from the responses:

Farm-to-school programs in the Klaipeda region are
driven by a commitment to regulatory compliance with
Green Public Procurement rules, with an emphasis on
sourcing food produced in Lithuania. While these
programs aim to support local agriculture and provide
fresh, locally sourced food, they face challenges related
to quantity, cost, administration, and procurement
policies. The decisions are influenced by various
stakeholders, including municipal bodies and the broader
community.

Despite these challenges, the Farm-to-school concept
remains a vital initiative with the potential to improve
childhood nutrition, support local economies, and foster a
connection between students and the sources of their
food. Balancing the regulatory requirements with the
desire to promote local food sourcing continues to be a
central consideration in the Klaipeda region's approach to
Farm-to-school programs. Further exploration of the
benefits and drawbacks of this approach may be needed
to inform future program enhancements.
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Abstract

Migration has been a part of human experience from the earliest days of civilization. Today cross-border movements are characterized by their
diversity, as there are no typical characteristics, their legal statuses, and their circumstances and prospects. The millions of refugees worldwide live in
a high - income countries, but the majority still are hosted by the low — and middle-income countries. Thought more than 90% of migrations in the
world have taken place for employment purpose, youth including students chooses migration also for educational, administrative, social and cultural
aspects. The European Union (EU) faces challenges that effects its persistence, including the revival of national populism in many EU members and
studies have shown that individuals with immigration histories identify less strongly with Europe, such aspect must be taken into account, because the
citizens and their identities are vital for European cohesion. Successful integration benefits both migrants and destination societies, but there are
various triggers, which can effect affect the relations toward emigrants, like the pandemic or convivial attitude toward emigrants. Psychological and
socio-cultural adaption of refugees are strongly influenced economic concerns, pre-migration expectations, religion and other factors. Settlement in a
new country can be challenging process for refugees in general, and for unaccompanied minors in particular. Based on the current situation, a project
on “Strengthening social cohesion and capacity of local, refugee and migrant young people by creating STEM/STEAM areas" funded by the
Erasmus+ programme was developed with 6 partner institutions from Turkey, Greece, ltaly, Spain, Portugal and Lithuania. The activities and
workshops carried out during the project with the participants inspired the development of a research study. This article aims to research the aspects
and possibilities to strengthen the social cohesion and capacity of local refugee and migrant young people. Quantitative research included respondents
by country of origin from Asia: Iraq, Syria, Turkey and Afghanistan. Analysing the results the hypotheses were tested assuming the differences
between opinion of men and women and between respondents grouped by age. The findings of this research can be used to minimize factors that
undermine favourable levels of psychological and socio-cultural adaptation and promote factors that facilitate strengthening social cohesion and
capacity of local, refugee and migrant young people.

KEYWORDS: Social Cohesion, Integration, Adaptation, Migrant, Refugee, Young People.

Introduction

From the earliest days of civilization, 200.000 years  strongly with Europe than individuals without

ago, migration has been part of the human experience.  immigration histories (Matafora, 2023).
Today cross-border movements are characterized by their M Low-income 16%

H H H ot : -Lower—middle—income 26%
diversity, as there are no _typlcal characteristics, their B Upper middle income 33%
legal statuses, and their circumstances and prospects. High-income 24%

There are over 25 million refugees worldwide, around
half are children, and the majority (84%) are hosted in
low- and middle-income countries (Brown, Aoun, 2020).

The World Bank report in 2023, defined that about
40% (64 million economic migrants and 10 million
refugees) live in a high- income countries that belong to
the Organization for Economic cooperation and
Development (OECD). But most of the refugees — 76%
are hosted by low — and middle-income countries (Fig.
1).

Global conflicts during the past decade have led to
repeated major humanitarian protection crises in Europe:
Syrian refugee crisis in 2015, Europe hosted around 2.3
million people, and today the ongoing war in Ukraine has
resulted in more than 8 million Ukrainians seeking refuge
(Bansak et al., 2023).

The European Union (EU) faces challenges that affects
its persistence, including the revival of national populism
in many EU members and studies have shown that
individuals with immigration histories identify less

Fig. 1. Refugee hosting displacement by the
country’s incomes [UNHCR Global Trends, 2022]

Citizens and their identities are vital for European
cohesion, so those who identify more strongly with
Europe can be expected to feel greater solidarity with
member states (Verhaegen, 2018). Most contributors to
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the debate of immigration agree that it is important to
educate immigrating youth in order to lay the foundations
for their successful future (Alexander and Nurnberg,
2018).

Literature Review

The definition of a “refugee” has changed across the
years, until the 1951 Refugee Convention and its 1967
Protocol that are the key legal documents defining the
basis of UNHCR’s work. It is important to understand the
difference between the refugees, asylum seekers and
migrants since these differences do affect the main reason
for people to migrate in the first place. For refugees the
main reason of leaving the origin country is fleeing armed
conflicts or persecution [European Youth Portal, 2023].
In violent conflicts, it is mostly the adolescents and
youths — female and male who are conscripted into armed
groups or targeted for sexual violence (Maguire, 2012;
United Nations, 2019).

Asylum seekers are people who claim to be refugees
but haven’t been recognized as such yet, and this means
that not every asylum seeker will be recognized as a
refugee. In 2018, EU countries granted protection to
almost 333,400 asylum seekers [Eurostat, Asylum
decisions in the EU, 2019]. For example, in England, the
Red Cross supports people who were lawyers and
teachers in their home countries: all keen to lend their
skills [BritishRedCross, 2023].

Migrants on the other hand, generally choose to move
because of a direct threat or persecution but mainly to
improve their life: finding work, seeking better education,
reuniting with family. And while the refugees are
protected by international law, specifically the 1951
Refugee Convention, whereas national governments
handle migrants under their own immigration laws and
processes. But under international law, migrants have
human rights by virtue of their humanity as international
customary law and international human rights [Migration
Data Portal, 2023].

United Nations have determined the distress
migration of rural youth and defined analysis of the main
factors determining the propensity of rural youth to
migrate out of distress, at country, household, and
individual level (Fig. 2.).

More than 90% of migrations in the world have
taken place for employment purpose; migrants move
either alone or with their families (Sultana and Fatima,
2017). The investigations also show that as a result
family with migrants are in a better situation to acquire
land and obtain education for their children (Noyori-
Corbett and Moxley, 2016). Also, as a prime causes of
movements, can be defined geographical conditions, civil
war, hunger, epidemic diseases, population growth,
insufficient resources (Gocke Uygur, 2020).

Sciences categorized the factors affecting migration
of students as follows: economic, educational,
administrative, professional, social, and cultural factors
beside the phenomenon of globalization (NooriHekmat et
al. 2009; Asadi et al. 2018).
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Fig. 2. Determinants of distress migration of rural
youth (Food and Agriculture organization of the United
Nations, 2016)

Settlement in a new country can be a challenging
process for refugees in general, and for unaccompanied
minors in particular. Minors face new laws, customs,
education systems, cultural codes, etc., all without the
support of parents or extended family. Having fled their
home countries and endured challenging and traumatic
experiences, on reaching safe havens, their relief may be
short lived as they begin to grapple with the realities of
settling in unfamiliar environments (Brook, Ottemoller,
2020). After arrival in the host country, refugees usually
continue to face many challenges and they suggest that
the impact of war and forced migration on mental health
is compounded or alleviated by the post-migration
resettlement context (Hornfeck et al. 2023; Hohne et al.
2020). According to the World Health Organization,
mental health problems, such as anxiety, post-traumatic
stress, and depression, are higher among refugee
populations than the general population (WHO Regional
Office for Europe, 2018). Separation from the family in
different locations pointed to the heavy emotional burden
of learning for the families back in the country of the
origin (Integration of young refugees in the EU, 2019).
There are several studies about refugee children and
adolescents which highlight the protective effect social
support after resettlement for mental health and its
importance for recovery after trauma (Hornfeck et al.,
2023; Verelst et al. 2022).

Providing care and support to refugee youth and their
families is a worldwide concern. Refugee youth may
experience severe stressors during the pre-migratory,
migratory, and post-migratory periods. In their home
countries, war-exposed young people may witness or
experience war atrocities, be deprived of food and water,
and be separated from family members. They can
experience other hardships including significant
disruption of their daily lives, separation from loved ones,
and disruption of schooling (Measham, Guzder et al.,
2014).

Social cohesion and capacity of local emigrants is
investigated in various scientifical articles, analysing
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practices, diverse processes and there many studies on
social cohesion, but in non-European, refugee and local
contexts remain limited (Ozcurumez and Hoxha, 2020).

Successful integration benefits both migrants and
destination societies: migrants gain significantly through
better outcomes in the labor market, as well as stronger
society and destination countries benefit through
migrant’s stronger economic contributions and by
avoiding the emergence of a marginalized population
(Migrants, refugees, and societies, 2023). But there are
various triggers, that can affect the relations towards
emigrants, like it was investigated that after the
pandemic, convivial attitudes toward Latin American
migrants decreased (Castillo et al., 2023).

Findings of research revealed that psychological and
socio-cultural adaptation of refugees are strongly
influenced by economic concerns, pre-migration
expectations, religion and perceptions of natives’
expectations/ attitudes towards refugees. Economic
concerns and uncertainty regarding duration of stay have
a negative impact on refugees’ acculturation, leading to
delayed psychological and socio-cultural adaptation.
Positive perceptions of natives’ expectations/ attitudes
towards refugees are perceived to increase motivation to
seek social support, which promotes well-being and life
satisfaction in the country. Yet, negative perceptions such
as prejudice and discrimination, may pose a risk for
psychological health and low socio-cultural adaptation.
Religion can be considered a binding/ equalizing function
subsuming refugee and native groups under a
superordinate identity. Nonetheless, it also appears to
generate social distance when perceived as a threat to the
secular national identity (Safak-Ayvazoglu, Kunuroglu et
al., 2021).

Given the increasing use of low-intensity
psychological interventions in humanitarian mental health
and psychosocial support work, more attention is needed
to strengthen the intersection between evidence-based
interventions and cultural contextualisation. Undertaking
the process of cultural adaptation ensures the
appropriateness and acceptability of psychological
interventions in these contexts (Akhtar, Engels et al.,
2021). Children frequently experience significant
stressors and barriers to healthy development during the
refugee experience, including poverty, education
interruptions, exposure to traumatic events, increased
family and community violence, and child protection
risks. These experiences contribute to a greatly increased
risk for poor mental health. Host communities in low —
and middle-income countries also face similar stressors,
associated with living in adversity, and these stressors
impact significantly on child and adolescent mental
health (Brown, Aoun, 2020).

Good mental health may be a manifestation of
resilience, post-traumatic growth, or both. Resilience is
defined as the ability to maintain a stable, healthy
psychological and physical functioning despite exposure
to trauma (Measham, Guzder et al., 2014).
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Methodology

The data were collected via a questionnaire survey.
The questionnaire was developed in the January of 2023,
after a comprehensive literature review and consultations
with project partners Gocmen Haklart Sosyal Uyum
Dernegi (Turkey), SOPRO - Solidariedade e Promog¢do
ONGD (Portugal), Association of Human Rights
Educators — AHEAD (Spain), Kyttaro Enallaktikon
Anazitiseon Neaon - KEAN (Greece), Positiva Milano
(Italy) and Mano Europa (Lithuania). The final version of
the questionnaire was finished in March of 2023. The
guantitative research was conducted in March-July 2023.
110 respondents participated in the survey. These
respondents were participants of the project
“Strengthening social cohesion and capacity of local,
refugee and migrant young people by creating
STEM/STEAM areas”.

The results obtained during the research were
processed by the Statistical Package for the Social
Sciences (SPSS) program. Description statistics as
analytical process helps researchers to illustrate and sum
up an observation. Moreover, this statistical technique is
chosen by researchers because it helps researchers in
establishing rationale that is associated with
quantification. This statistical measurement is a
preliminary phase of the quantitative research (Ali, 2020).
Independent Samples Test, Levene's Test for Equality of
Variances, t-test for Equality of Means were using for
testing the first hypothesis and ANOVA for testing the
second hypothesis.

Results of Empirical Research

Respondents distribution by age was sufficiently
even: 46,36 percent of male and 53,64 percent of female.
The age distribution is shown in Table 1.

Distribution by age is presented in Table 1. The
biggest part of respondents was 15-23 years old.

Table 1. Distribution of respondents by age

Age of respondents Percent
under 15 years 6.4
15-18 years 38.2
19-23 years 21.8
24-27 years 55
28-31 years 15.5
over 31 years 12.7
Total 100.0

Source: Compiled by authors based on research findings

The largest groups of respondents by country of
origin were from Asia: Iraq (17,3 percent), Syria (11
percent), Turkey (9,1 percent) and Afghanistan (8,2
percent). The results presented in Figure 3.
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Fig. 3. Distribution of respondents by country of origin
Source: Compiled by authors based on research
findings

The largest groups of respondents by country of
relatives (parents, grandparents) were from Asia too:
Turkey (19,1 percent), Syria (9,1 percent), Iraq (8,2
percent) and Afghanistan (7,3 percent). The results
presented in Figure 4.
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Fig. 4. Distribution of respondents by country of
relatives (parents, grandparents)
Source: Compiled by authors based on research
findings

The largest groups of respondents by country of
residence were from Turkey (34,5 percent), Greece
(29,1 percent) and Portugal (16,4 percent). The results
presented in Figure 5.
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Fig. 5. Distribution of respondents by country of
residence
Source: Compiled by authors based on research
findings

Descriptive statistics of survey statements are
presented in Appendix 1.

The evaluation of the statements presented in the
survey is presented in Table 2. Each statement is
assigned a number, which is used to test the proposed
hypotheses in further analysis.

In particular, respondents strongly disagree (52,7
percent) or disagree (29,1 percent) with statement, that
»l avoid to become friends with people from other
ethnic/diverse cultural group(s)“. Also 47,3 percent of
respondents strongly disagree and 30,9 percent
disagree, that ,,I avoid activities with individuals from
other ethnic/diverse cultural group(s)“. Most of the
respondents respectively strongly disagree or disagree
with statements, that ,I generally do not feel
comfortable being around members of other
ethnic/diverse cultural groups® (76,3 percent), ,,I often
feel bad that | belong to the ethnic/diverse cultural
group““(74,5 percent), I feel uncomfortable to associate
with people from other ethnic/diverse cultural group(s)
(72,7 percent) or ,,it turns me off to associate with
people from other ethnic/diverse cultural group(s)“ (70
percent). 71,8 percent of respondents state, that I
usually do not feel comfortable around members of my
own ethnic/diverse cultural group* and ,,I feel unable
to involve myself in activities with members of the
other ethnic/diverse cultural group(s)“. Respectively
68,2 percent and 65,4 percent of respondents strongly
disagree or disagree that “I often feel confused about
which ethnic/diverse cultural group | should identify
myself with” and “I do not spend much time with
members of other ethnic/diverse cultural group(s) ”.
But only a little more than half of the respondents,
respectively 57,2 percent and 56,3 percent, state that “I
feel very ‘‘confused’’ about my sense of ethnic
membership” and “I often feel ‘‘left out’ when others
around me talk about ethnic/diverse cultural identity
issues” (Table 2).
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Table 2. Evaluation of the statements

Statement for evaluation in the survey Evaluation of statements (percent)
strongly | disagree | neither agree | agree | strongly
disagree nor disagree agree
1. The cultural traditions of my ethnic/diverse cultural group absolutely express me 54 10 25,5 37,3 21,8
R. It turns me off to associate with people from other ethnic/diverse cultural group(s) 42,7 27,3 10,9 9,1 10
B. I often feel bad that I belong to the ethnic/diverse cultural group 42,7 31,8 10 8,2 7,3
K. lusually go by the values of the overall culture where | live 55 145 20 46,4 13,6
6. The values of my ethnic/diverse cultural groups are important for my judgment about 54 15,5 23,6 40 15,5
what | have to do
6. | avoid to become friends with people from other ethnic/diverse cultural group(s) 52,7 29,1 8,2 55 45
7.1 often feel lost about who | am as an ethnic/diverse cultural being 33,6 33,6 18,2 9,1 55
B. Itis important for me to internalize the overall cultural values of country that | live 55 13,6 26,4 31,8 22,7
9. | feel uncomfortable to associate with people from other ethnic/diverse cultural 43,6 29,1 14,5 4,6 8,2
group(s)
10. | feel very “‘confused’’ about my sense of ethnic membership 24,5 32,7 20,9 15,5 6,4
11. 1 generally identify strongly with the overall culture of country that I live 8,2 14,6 33,6 30,9 12,7
12. | avoid activities with individuals from other ethnic/diverse cultural group(s) 47,3 30,9 4,5 8,2 9,1
13. | often feel confused about which ethnic/diverse cultural group | should identify 36,4 31,8 17,3 8,2 6,3
myself with
14. In general, belonging to my ethnic/diverse cultural group is an important part of my 4,6 12,7 18,2 41,8 22,7
self-image
15. 1 generally do not feel comfortable being around members of other ethnic/diverse 43,6 32,7 8,2 8,2 73
cultural groups
16. I often feel ‘‘left out”” when others around me talk about ethnic/diverse cultural 24,5 31,8 18,2 16,4 9,1
identity issues
17. It is important to me to identify closely with the overall culture of country that I live 6,3 8,2 30 35,5 20
18. The culture of country that | live absolutely expresses me 8,2 10,9 31,8 35,5 13,6
19. The values of my ethnic/diverse cultural groups determine my life 10,9 30 24,5 24,6 10
0. I do not spend much time with members of other ethnic/diverse cultural group(s) 31,8 33,6 17,3 14,6 2,7
R1. 1 usually do not feel comfortable around members of my own ethnic/diverse cultural 32,7 39,1 11,8 10 6,4
group
R2. | like keeping the traditions of the heritage of my ethnic/diverse cultural group 45 4,5 29,1 35,5 26,4
3. Itis important for me to be accepted by the overall culture where | live 73 54 19,1 42,7 25,5
R4. | feel unable to involve myself in activities with members of the other ethnic/diverse 39,1 32,7 17,3 5,4 55
cultural group(s)

Source: Compiled by authors based on SPSS results

As Table 2 shows, the biggest part of respondents
strongly agree or agree, that ,,it is important for me to
be accepted by the overall culture where I live“ (68,2
percent), but ,I like keeping the traditions of the
heritage of my ethnic/diverse cultural group* (61,9
percent). 67,2 percent of respondents strongly disagree
or disagree, that “I often feel lost about who I am as an
ethnic/diverse cultural being. 64,5 percent of
respondents confirm by strongly agreeing (22,7
percent) and agreeing (41,8 percent), that ,.in general,
belonging to my ethnic/diverse cultural group is an
important part of my self-image“. 60 percent of
respondents strongly agree or agree, that ,,I usually go
by the values of the overall culture where | live*. 59,1
percent of respondents strongly agree or agree, that ,,
The cultural traditions of my ethnic/diverse cultural
group absolutely express me“. More than half, that is
55,5 percent strongly agree or agree, that ,,the values of
my ethnic/diverse cultural groups are important for my
judgment about what I have to do* and ,,it is important
to me to identify closely with the overall culture of
country that I live” and 54,5 percent of respondents
state, that ,,it is important for me to internalize the
overall cultural values of country that I live“. Almost
half of respondents (49,1 percent) strongly agree and
agree that “the culture of country that I live absolutely
expresses me”. But an even smaller proportion of
respondents (43,6 percent) strongly agree or agree that
“I generally identify strongly with the overall culture of
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country that I live” and even a third of respondents’
state, that they neither agree nor disagree. The most
ambiguous was the statement that ,,the values of my
ethnic/diverse cultural groups determine my life*: 40,9
percent of respondents strongly disagree or disagree,
but 34,6 percent of respondents strongly agree or agree.

Analysing the results, the following hypotheses
were tested:

H1: There are differences of opinion between men
and women.

H2: There are differences of opinion between
respondents grouped by age.

Testing the hypothesis H1, that there are
differences of opinion between men and women,
results are presenting in Table 3.
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Table 3. Results for testing hypothesis H1

Independent Samples Test

Levene's Test t-test for Equality of Means
for Equality of
Variances
F Sig. t df Sig. (2- Mean Std. Error 95% Confidence
The number of the evaluated statement tailed) | Difference | Difference Interval of the
Difference
Lower Upper
1 Equal variances assumed .323 571 971 108 .334 .205 211 -.213 .623
Equal variances not assumed .982 | 107.990 .328 .205 .208 -.208 .618
2 Equal variances assumed 1.943 .166 -.664 108 .508 -.170 .256 -.678 .338
Equal variances not assumed -.674 | 107.495 .502 -.170 .252 -.671 .330
3 Equal variances assumed .184 669 | -1.437 108 .154 -.337 .235 -.802 .128
Equal variances not assumed -1.450 | 107.955 .150 -.337 232 -.798 124
4 Equal variances assumed 12.820 .001 -431 108 .667 -.089 .206 -.497 .319
Equal variances not assumed -443 | 101.777 .658 -.089 .200 -.486 .308
5 Equal variances assumed 12.609 .001| -1.811 108 .073 -.376 .208 -.787 .036
Equal variances not assumed -1.862 | 102.084 .066 -.376 .202 -.776 .025
6 Equal variances assumed 16.645 .000| -3.510 108 .001 -.702 .200 -1.098 -.306
Equal variances not assumed -3.383 | 77.192 .001 -.702 .207 -1.115 -.289
7 Equal variances assumed .871 .353| -1.876 108 .063 -412 .220 -.847 .023
Equal variances not assumed -1.871 | 104.554 .064 -412 .220 -.848 .025
8 Equal variances assumed 5.708 .019 -.350 108 727 -.077 .220 -.514 .359
Equal variances not assumed -.357 | 106.669 722 -.077 .216 -.506 .351
9 Equal variances assumed 1.016 | .316 -.726 108 469 -171 .236 -.638 .296
Equal variances not assumed -.733 | 107.937 465 -171 .233 -.634 .292
10 Equal variances assumed 6.384| .013 1.058 108 .292 .243 .230 -.212 .698
Equal variances not assumed 1.077 | 106.856 .284 .243 .225 -.204 .690
1 Equal variances assumed 10.408 .002| -1.384 108 .169 -.293 212 -.713 127
Equal variances not assumed -1.431| 97.850 .156 -.293 .205 -.700 113
12 Equal variances assumed 3.117 .080| -2.659 108 .009 -.641 241 -1.119 -.163
Equal variances not assumed -2.627 | 98.622 .010 -.641 244 -1.125 -.157
13 Equal variances assumed 3.861 .052| -1.558 108 122 -.353 227 -.802 .096
Equal variances not assumed -1.596 | 104.084 113 -.353 221 -.791 .085
14 Equal variances assumed 1584 | 211 .584 108 .561 124 212 -.296 .543
Equal variances not assumed .594 ] 107.183 .554 124 .208 -.289 .536
15 Equal variances assumed 3.293 .072| -1.028 108 .306 -.242 .235 -.708 .224
Equal variances not assumed -1.046 | 107.080 .298 -.242 231 -.700 .216
16 Equal variances assumed 15.867 .000 .651 108 .516 .159 .245 -.326 .644
Equal variances not assumed .669 | 102.750 .505 .159 .238 -.313 .631
17 Equal variances assumed 3.188| .077| -1.974 108 .051 -.409 .207 -.819 .002
Equal variances not assumed -2.006 | 107.425 .047 -.409 .204 -.813 -.005
18 Equal variances assumed 12.113| .001| -1.199 108 .233 -.253 211 -.671 .165
Equal variances not assumed -1.239 | 98.500 .218 -.253 .204 -.658 .152
19 Equal variances assumed 6.814| .010| -1.923 108 .057 -.428 .223 -.869 .013
Equal variances not assumed -1.965 | 105.505 .052 -.428 .218 -.860 .004
20 Equal variances assumed 1369 | .245| -1.085 108 .280 -234 .216 -.662 .194
Equal variances not assumed -1.092 | 107.658 277 -.234 .215 -.660 191
21 Equal variances assumed 2.251 .136 -.926 108 .357 -.209 .226 -.658 .239
Equal variances not assumed -.944 | 106.459 .347 -.209 222 -.649 .230
29 Equal variances assumed 7.198 | .008 -.544 108 .587 -.109 .200 -.506 .288
Equal variances not assumed -.559 | 102.805 577 -.109 195 -.496 .278
23 Equal variances assumed 10.046 .002| -1.446 108 151 -.309 214 -.732 115
Equal variances not assumed -1.482 | 104.052 141 -.309 .208 -.722 .104
o4 Equal variances assumed .041 .840 | -1.222 108 .224 -.264 .216 -.692 .164
Equal variances not assumed -1.224 | 106.423 224 -.264 .216 -.691 .163

Source: Compiled by authors based on SPSS results

Although there are differences of opinion between
men and women, following the application of the t-test
for Equality of Means, we found statistically
significant differences in only 3 statements (Table 4):

Y| avoid becoming friends with people from

other ethnic/diverse cultural group(s)?

v" | avoid activities with individuals from other
ethnic/diverse cultural group(s);
v' It is important to me to identify closely with

the overall culture of the country that I live in.
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As can be seen in the table above, only for the 3
statements, the sig value is less than 0.05.

Testing the hypothesis H2, that there are
differences of opinion between respondents grouped by
age, results are presenting in Appendix 2.

There are statistically significant differences
between the opinions of respondents grouped by age on
the following statements (Table 5):

» | avoid becoming friends with people from
other ethnic/diverse cultural group(s);

> | avoid activities with individuals from other
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ethnic/diverse cultural group(s);

» | often feel confused about which
ethnic/diverse cultural group I should identify myself
with;

» In general, belonging to my ethnic/diverse
cultural group is an important part of my self-image;

» | do not spend much time with members of
other ethnic/diverse cultural group(s);

» It is important for me to be accepted by the
overall culture where | live;

» | feel unable to involve myself in activities
with members of the other ethnic/diverse cultural

group(s).

Conclusions

Migration has been a part of human experience
from the earliest days of civilization. There are over 25
million refugees worldwide, around half are children,
and the majority (84%) are hosted in low- and middle-
income countries. More than 90% of migrations in the
world have taken place for employment purpose;
migrants move either alone or with their families, also,
as a prime causes of movements, can be defined
geographical conditions, civil war, hunger, epidemic
diseases, population growth, insufficient resources.

The European Union (EU) faces challenges that
effects its persistence, including the revival of national
populism in many EU members and studies have
shown that individuals with immigration histories
identify less strongly with Europe, such aspect must be
taken into account, because the citizens and their
identities are vital for European cohesion. Successful
integration benefits both migrants and destination
societies, but there are various triggers, which can
effect affect the relations toward emigrants, like the
pandemic or convivial attitude toward emigrants.

The survey shows that the biggest part of
respondents (81,8 percent) does not avoid becoming
friends with people from other ethnic/diverse cultural
group(s) or 78,2 percent of respondents do not avoid
activities with individuals from other ethnic/diverse
cultural group(s). Both hypotheses that age and gender
influence the difference in respondents' opinions were
confirmed.

During the project “Strengthening social cohesion
and capacity of local, refugee and migrant young
people by creating STEM/STEAM areas” was an
aspiration to increase the social cohesion and
strengthen the resilience of young participants,
consisting of immigrants, refugees and local groups, by
revealing their skills in STEM/STEAM (Science,
Robotic Technology, Art, Drama-theatre, Transform-
Design-Play and Sports) and including them in social
areas. The project put forward successful social
cohesion practices like seminars and workshops to
resource comprehensive social policies and to
contribute to international literature. Workshops
implemented during the project have contributed to
raise awareness about multiple aspects of identity and
the intersectionality of criteria that may lead to
situations of privilege or discrimination in diverse
hosting communities.
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Appendix 1. Descriptive statistics of statements in the survey
Statement in the survey N Minimum Maximum Mean Std. Deviation
The cultural traditions of my ethnic/diverse cultural group absolutely 110 1 5 3.60 1102
express me
It turns me off to associate with people from other ethnic/diverse 110 1 5 216 1338
cultural group(s)
| often feel bad that | belong to the ethnic/diverse cultural group 110 1 5 2.05 1.233
1 usually go by the values of the overall culture where |1 live 110 1 5 3.48 1.073
The values of my ethnic/diverse cultural groups are important for my
judgment about what | have to do 110 1 5 3.45 1.097
g?gﬁg((jsg)ecommg friends with people from other ethnic/diverse cultural 110 1 5 1.80 1.099
| often feel lost about who | am as an ethnic/diverse cultural being 110 1 2.19 1.161
:L; :rﬂsgrtant for me to internalize the overall cultural values of country 110 1 5 353 1147
| feel uncomfortable to associate with people from other ethnic/diverse 110 1 5 205 1.230
cultural group(s)
I feel very ‘‘confused’’ about my sense of ethnic membership 110 1 5 2.46 1.202
IIi\g/:inerally identify strongly with the overall culture of country that | 110 1 5 395 1112
g?(;/uos?scnvmes with individuals from other ethnic/diverse cultural 110 1 5 201 1.296
! ofte_n feel confus_ed about which ethnic/diverse cultural group | should 110 1 5 216 1193
identify myself with
In general, belonging to my ethnic/diverse cultural group is an important
part of my self-image 110 1 5 3.65 1.104
| geqera!ly do not feel comfortable being around members of other 110 1 5 203 1.230
ethnic/diverse cultural groups
I often ﬁ?e] !eﬁ_out when others around me talk about ethnic/diverse 110 1 5 254 1276
cultural identity issues
It is important Fo me to identify closely with the overall culture of 110 1 5 355 1.097
country that I live
The culture of country that I live absolutely expresses me 110 1 5 3.35 1.105
The values of my ethnic/diverse cultural groups determine my life 110 1 5 2.93 1.179
1 do not spend much time with members of other ethnic/diverse cultural 110 1 5 293 1131
group(s)
| usqally do not feel comfortable around members of my own 110 1 5 218 1182
ethnic/diverse cultural group
g::)lzepkeepmg the traditions of the heritage of my ethnic/diverse cultural 110 1 5 375 1.044
It is important for me to be accepted by the overall culture where | live 110 1 5 3.74 1.123
| fee! ungble to involve myself in activities with members of the other 110 1 5 205 1132
ethnic/diverse cultural group(s)
Valid N (listwise) 110

Source: Compiled by authors based on SPSS results
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Appendix 2. Results for testing hypothesis H2

ANOVA
The number of the evaluated statement Sum of Squares df Mean Square F Sig.

Between Groups 7.675 5 1.535 1.280 .278
1 Within Groups 124.725 104 1.199

Total 132.400 109

Between Groups 15.406 5 3.081 1.784 .123
2 Within Groups 179.648 104 1.727

Total 195.055 109

Between Groups 11.101 5 2.220 1.494 .198
3 Within Groups 154.572 104 1.486

Total 165.673 109

Between Groups 1.047 5 .209 175 971
4 Within Groups 124.416 104 1.196

Total 125.464 109

Between Groups 3.858 5 772 .630 .677
5 Within Groups 127.315 104 1.224

Total 131.173 109

Between Groups 24.149 5 4.830 4.675 .001
6 Within Groups 107.451 104 1.033

Total 131.600 109

Between Groups 12.925 5 2.585 2.005 .084
7 Within Groups 134.066 104 1.289

Total 146.991 109

Between Groups 8.330 5 1.666 1.283 277
8 Within Groups 135.089 104 1.299

Total 143.418 109

Between Groups 8.526 5 1.705 1.135 .347
9 Within Groups 156.247 104 1.502

Total 164.773 109

Between Groups 5.790 5 1.158 .795 .556
10 Within Groups 151.565 104 1.457

Total 157.355 109

Between Groups 1.301 5 .260 .203 .961
11 Within Groups 133.572 104 1.284

Total 134.873 109

Between Groups 24.722 5 4.944 3.249 .009
12 Within Groups 158.269 104 1.522

Total 182.991 109

Between Groups 19.245 5 3.849 2.947 .016
13 Within Groups 135.810 104 1.306

Total 155.055 109

Between Groups 15.961 5 3.192 2.840 .019
14 Within Groups 116.912 104 1.124

Total 132.873 109

Between Groups 14.251 5 2.850 1.967 .090
15 Within Groups 150.667 104 1.449

Total 164.918 109

Between Groups 18.945 5 3.789 2.488 .036
16 Within Groups 158.409 104 1.523

Total 177.355 109

Between Groups 12.466 5 2.493 2.182 .062
17 Within Groups 118.807 104 1.142

Total 131.273 109

Between Groups 11.184 5 2.237 1.907 .099
18 Within Groups 121.989 104 1.173

Total 133.173 109

Between Groups 5.530 5 1.106 .788 .560
19 Within Groups 145.888 104 1.403

Total 151.418 109

Between Groups 25.111 5 5.022 4.573 .001
20 Within Groups 114.208 104 1.098

Total 139.318 109

Between Groups 7.926 5 1.585 1.141 .343
21 Within Groups 144.437 104 1.389

Total 152.364 109

Between Groups 7.893 5 1.579 1.479 .203
22 Within Groups 110.979 104 1.067

Total 118.873 109

Between Groups 14.611 5 2.922 2.476 .037
23 Within Groups 122.744 104 1.180

Total 137.355 109

Between Groups 26.769 5 5.354 4.932 .000
24 Within Groups 112.903 104 1.086

Total 139.673 109

Source: Compiled by authors based on SPSS results
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Abstract

Domestic violence is a multifaceted issue within today’s society. Acts of violence perpetrated against individuals constitute a blatant infringement
upon human rights. The majority of such instances are directed at women and children. The legal regulation of domestic violence is defined in
Lithuanian and international legal acts. However, shortcomings within the legal framework concerning domestic violence hindered the effectiveness
of police assistance to victims. It is of utmost significance to highlight that the new Law on Protection from Domestic Violence came into effect on
July 1, 2023. This legislation has introduced a novel legal mechanism in the form of a Domestic Violence Protection Order. The legal aspect of
domestic violence is examined in the scientific literature; however, it lacks analysis of the personal positions of police officers who are the first to go
to the crime scene after receiving a domestic violence call. Thus, the aim of the article is to reveal the peculiarities of legal regulation of domestic
violence and empirically investigate the insights from the perspective of police officers. In order to achieve this goal, the analysis of scientific
literature and legal acts were used for defining the concept of domestic violence and the peculiarities of legal regulation. A written survey was
conducted for the empirical investigation of police officers’ insights about domestic violence; the collected data were processed using quantitative
analysis methods. The analysis has shown that domestic violence is understood as all intentional physical, mental, economic, sexual and other actions
of the abuser towards the victim, if these actions violate the victim's constitutional rights and freedoms, and cause economic, physical, mental or
moral damage to the victim. Police officers must respond immediately to a call of domestic violence and be the first to arrive at the crime scene. The
newly adopted 15-day order restraining the abuser from the victim is a very important tool for solving the problems of domestic violence. However,
as the experience of foreign countries shows, even after the adoption of appropriate laws to solve this problem, there are psychological and
organizational obstacles in providing qualified assistance to victims of domestic violence. After conducting a survey of police officers, it was found
that in most cases the reasons of domestic violence are alcoholism, drug addiction, unemployment and poverty. Most frequently the age of abusers is
between 31-40 years; in most cases violence occurs in families after living together from 1 to 12 years. The victims of violence are mostly women.
When preventing domestic violence, first of all, continuous prevention is necessary. Police officers lack psychological and practical knowledge the
most when solving these issues. Police officers are not capable of solving these problems alone, the involvement of the prosecutor's office, courts,
psychologists, and social workers is also needed here.

KEYWORDS: Domestic Violence, Police Officers, Domestic Violence Protection Order, Human Rights.

The Protective Order from Violence aims to swiftly
Introduction safeguard victims by removing the perpetrator from their
. . . . . immediate environment. Nonetheless, drawing from the
Domestic  violence is a multifaceted issue  gyneriences of other nations (Kerman, Betrus, 2018), it is
encompassing not only legal aspects but also  gigent that even with the enactment of pertinent laws to
psychological and social complexities \{Vlthm society.  aqdress this issue, challenges of psychological and
Prompt response to reports of domestic violence is organizational nature may still arise.
imperative for law enforcement officers, who are Domestic violence is regulated in international legal
typically the first to arrive at the scene. HOWeVer,  u United Nations General Assembly resolutions: 1993
shortcomings within the legal framework concerning December 20 No. A/RES/48/104 Declaration on the
domestic violence hinder the effectiveness of police  gjimination of Violence Against Women (United Nations
assistance to victims. According to the State Data Agency  general Assembly Resolution A/RES/48/104 (1993), 2
of Lithuania, in the year 2022, Lithuania documented February 1998 No. A/RES/ 52/86 Resolution on the
5,872 domestic violence-related crimes, reflecting a 1.2 Prevention of Crime and the elimination of criminal
percent increase compared to the figures in 2021. The  jstice instruments of violence against women (United
targets of these acts of violence were predominantly  Njations General Assembly Resolution A/RES/52/86
women and uqderage ghlld_ren. . . (1998) "On crime prevention and the elimination of
It is crucial to h_|gh||_ght that d?Sp'.t? the ongoing criminal justice instruments of violence against women"),
occurrence of domestic violence, a significant step was i, 2003 December 22 No. In Resolution A/RES/58/147
taken on J_uly 1, 2023, w|tr_1 the_ enforce_zmer_lt of the La\_N on the elimination of violence against women in the
on Protection from Domestic Violence in Lithuania. This family (United Nations General Assembly Resolution
legislation introduced a novel legal provision: a  A/RES/58/147 (2003) "On the elimination of violence
protective order against domestic violence. Under this against women in the family"), 2006 February 2 No. P6
order, the perpetrator is legally bound to immediately  (2006)0038 in the European Parliament Resolution on
vacate the shared residence on a temporary basis.  cyqent and future actions to combat violence against
Anticipatedly, this measure holds the potential to enhance |\ /s men (European Parliament Resolution, “On current
the assistance available to individuals enduring violence 4.4 future actions to combat violence agair;st women” P&
within close relationships. (2006)0038). These and other international documents

Vadyba / Journal of Management, Vol. 39, No. 2 2023, 85-90.



Renata Sliaziene, Egidijus Nedzinskas

establish the generally accepted norm that domestic
violence is a violation of human rights.

The legal aspect of domestic violence is examined in
the scientific literature. Acius and Kranauskas (2022)
analysed the dynamics of domestic violence, they also
aimed to emphasise how the Law of Republic of
Lithuania on Protection from Domestic Violence adopted
in 2011 enabled to raise a relatively marginalized
phenomenon to the level of an actual social problem.
Jakstiene (2018) delved deeper into the concept of a
family member in criminal cases due to domestic
violence, she analysed the validity of court practice.
Other researchers analysed domestic violence in different
aspects: violence against women (Margaret F. Brinig,
2012), children (Ema Katz, 2015), men (Marianne Hester,
2012), elderly people (Cailin Crockett, Bonnie Brandl &
Firoza chic Dabby, 2015). Researchers also investigated
the forms, types, trends (Anne-Stuart Bell, Martha
Dinwiddie & Sherry Hamby, 2018), consequences (Gina
Dillon, et al., 2013) of violence, also personality traits of
the abuser (Marry Ann curry, et al., 2009).

However, the scientific literature lacks analysis of the
personal positions of police officers who are the first to
go to the crime scene after receiving a domestic violence
call. It is not clear what specific situations police officers
face, whether they are capable to solve the issues of
domestic violence alone, what knowledge and skills they
lack the most. Therefore, this article investigates
domestic violence from the perspective of police officers.

Methods of the research. The analysis of scientific
literature and legal acts were used for defining the
concept of domestic violence and the peculiarities of
legal regulation. A written survey was conducted for the
empirical investigation of police officers’ insights about
domestic violence; the collected data were processed
using quantitative analysis methods.

Theoretical background

Acts of violence perpetrated against individuals
constitute a blatant infringement upon human rights. The
majority of such instances are directed at women and
children. Women subjected to violence often refrain from
openly discussing their experiences. It is imperative to
underscore the intricacy and delicacy inherent in the issue
of domestic violence, as such violence against women
invariably influences their economic standing, impacting
both their educational opportunities and their positioning
within the labour market (Adams, Greeson, Kennedy,
Tolman, 2013). Even if the woman is determined to end
her relationship with an abusive husband, she faces
problems of residence, custody of children, broken social
ties, social pressure, and emotional difficulties due to
breaking up with a husband who abused her (Michailovi¢,
2012).

Based on statistics, it is disheartening to note that
nearly every second Lithuanian woman, and every third
European woman, undergoes physical, psychological,
sexual, or economic violence within their immediate
surroundings. A significant portion of familial violence is
perpetuated by men, as evident from statistics that
implicate them in around nine out of ten reported cases.
The roots of domestic violence can be traced back to
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societal traditions and entrenched stereotypes that
unfortunately perpetuate the misguided notion of the
victim bearing responsibility for the violence they suffer.
Regrettably, this stance overlooks the fact that the
repercussions of domestic violence extend beyond the
individual, affecting the entire family unit. A home
environment deprived of safety, a normal upbringing for
children, and diminished family income are some of the
consequences. When a mother falls victim to abuse, her
children inevitably experience the echoes of
psychological harm. It's crucial to understand that when a
woman is subjected to violence, it's not just her own loss
but also a loss for society in terms of a fully engaged
individual, a dedicated employee, and a valued family
member.

The United Nations Declaration on the Elimination of
Violence against Women (United Nations General
Assembly  Resolution A/RES/48/104 (1993) and
Recommendation of the Committee of Ministers of the
Council of Europe Rec (2005) 5 (Recommendation of the
Committee of Ministers of the Council of Europe Rec
(2005) formulated definition: Violence against women is
understood as any act of violence committed on the basis
of gender, which harms or may harm the physical, sexual
or mental health of a woman or causes her suffering, as
well as threats to commit such acts, as well as deprivation
of liberty both in public and Domestic violence includes
physical and mental aggression, emotional and mental
abuse, rape and sexual abuse, incest, rape of spouses,
permanent or casual partners and cohabitants, honour
crimes, female genital mutilation and sexual mutilation,
and other traditions harmful to women such as forced
marriage.

In 2006 At the end of 2006, Lithuania approved the
first State Strategy for Reducing Violence Against
Women (by Resolution No. 1020 of the Government of
the Republic of Lithuania of October 17, 2006 (Valstybés
zinios, 2006, No. 112-4273). In the State Strategy for
Reducing Violence against Women, violence against
women in the family is defined as all intentional physical,
mental, economic, sexual actions of one family member -
usually a man against another family member - usually a
woman, if these actions violate her constitutional rights
and freedoms as a citizen and person and cause her
economic, physical, mental or moral damage.

Of the European Parliament in 2009 November 26 the
resolution on the elimination of violence against women
says that violence against women is also violence against
children. It affects their psychological state throughout
women's lives; violence against women, mothers directly
or indirectly affect their children and has long-term
negative effects on their emotional and mental health, and
can lead to a cycle of violence and abuse that is passed
down from generation to generation. Therefore, member
states are called upon to ensure both the prevention of
such crimes and the proper, adequate fight against them.

In 2013 Lithuania has joined the 2011 Council of
Europe Convention "On the prevention and elimination
of violence against women and domestic violence".
Article 12 of this convention refers to the need to take
measures to promote the implementation of changes in
social and cultural stereotypes of women and men, in
order to eliminate attitudes, customs, traditions and all
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other practices based on the idea of the inferior position
of women or stereotypical roles of women and men.

In 2012 October 25 Directive 2012/29EU of the
European Parliament and of the Council was approved,
which establishes the minimum standards for the rights,
support and protection of crime victims. The directive
emphasizes that victims of crime should be recognized as
victims and should be treated with respect, sensitivity and
professionalism without discrimination on any basis. All
contacts with competent authorities involved in the
criminal process and with all services that liaise with
victims, such as victim support or restorative justice
services, should take into account the victims' personal
situation and immediate needs, age, gender, potential
disability and maturity, with full respect for their
physical, mental and moral integrity. Victims of crime
should be protected from secondary and repeated
victimization, intimidation and retaliation, and should be
provided with adequate support. The directive
emphasizes that intimate partner violence is a large and
often hidden social problem that can be the cause of
permanent psychological and physical trauma with
serious consequences, because the abuse is committed by
a person whom the victim should trust. Therefore, victims
of intimate partner violence may need special protective
measures.

Women experience this type of violence
disproportionately, and the situation can be much worse if
the woman is economically or socially dependent on the
perpetrator, or her right to live in a particular place
depends on him. Persons who are particularly vulnerable
should be provided with specialist support and legal
protection. Specialist support services should be based on
an integrated and targeted approach. In applying it, they
should take into account the special needs of victims, the
severity of the harm caused by the crime, as well as the
relationships between victims, offenders, children and
their wider social environment. The main task of these
services and their staff should be to inform victims of the
rights set out in this Directive so that they can make
decisions in a supportive environment where they are
treated with dignity, respect and sensitivity. Another task
is to provide support for the victim to recover faster from
the damage suffered. The types of support that such
specialist support services should provide may include
the provision of shelter and safe accommodation, the
provision of emergency medical support, referral for
medical and forensic examination to collect evidence in
cases of rape or sexual abuse, short and long-term
psychological counselling, trauma support, legal advice
and special services for children as direct or indirect
victims.

26/05/2011 the Law of the Republic of Lithuania on
protection against domestic violence no. XI-1425,
indicates that domestic violence is a violation of human
rights and freedoms. This law comprehensively outlines
the scope of domestic violence, delineates the
entitlements and obligations of parties involved in
domestic violence situations, establishes protocols for
preventive measures and initiatives, enforces provisions
for aiding victims of domestic violence, and prescribes
the application of protective measures for those who have
endured such violence. The law explicitly defines
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violence as the deliberate infliction of physical,
psychological, sexual, economic, or other forms of harm
upon an individual, resulting in physical, material, or
non-material detriment. The perpetrator, in this context, is
an individual who commits acts of violence within an
intimate setting.

The concept of domestic violence aligns closely
across both international legal documents and the Law on
Protection from Domestic Violence of the Republic of
Lithuania. Predominant categories of violence within the
private sphere encompass psychological, physical, and
sexual dimensions. Of these, psychological violence is
the most prevalent within familial contexts and can
subsequently escalate into physical or sexual violence.
Notably, international documents also acknowledge the
existence of economic violence.

Violence inflicted upon individuals within the
confines of their families encompasses behaviours such
as deliberate destruction of personal property, vandalism,
monetary extortion, disruptive behaviour, as well as acts
of animal cruelty including injuring or Kkilling pets
(Zemaitiené, Banieng, et al., 2022).

Various countries employ slightly nuanced definitions
of domestic violence; nonetheless, a broad consensus
identifies it as encompassing controlling, coercive, and
intimidating behaviours, as well as direct violence
directed towards current or former intimate partners or
family members. The scope of domestic violence
typically focuses on interactions involving individuals
under the age of 16, while violence against children is
often examined as a distinct yet interconnected issue.

Within society, a prevailing notion holds that
domestic violence is predominantly associated with
antisocial, less cultured, and uneducated individuals,
criminals, or those grappling with severe mental health
concerns. However, this perception contrasts with the
reality, as domestic violence permeates diverse segments
of society, spanning from marginalized families to more
privileged echelons such as the nobility. Evidently,
violence is intricately linked to individual psychological
challenges, deficient emotional regulation, inadequate
conflict resolution skills, learned behavioural patterns,
communication dynamics between victims and
perpetrators, as well as the adoption of values that
rationalize violent behaviour.

Legally, violence is classified as a criminal offense,
warranting intervention and punishable through judicial
sanctions.  Nonetheless, when viewed from a
psychological perspective, domestic violence assumes a
complex and paradoxical nature. Gaining insight into its
underlying dynamics is crucial for formulating effective
strategies to prevent, address, and extend support to those
affected by it. Without this deeper comprehension, our
ability to implement appropriate measures remains
compromised.

In conclusion, it is unequivocal that any manifestation
of domestic violence ranks among the most pressing
societal challenges. The definition of domestic violence
holds striking similarities across both international legal
frameworks and within Lithuania. Domestic violence, by
its nature, constitutes an enduring pattern of aggression
where the victim, often a woman, shares a household with
the aggressor.
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Instances of violence encountered by women typically
remain concealed. Even if a woman is resolute in
severing ties with an abusive partner, she grapples with
issues spanning residency, childcare, fractured social
networks, societal pressures, and emotional turmoil
stemming from ending a relationship marked by abuse.
Consequently, women who have endured domestic
violence often find themselves marginalized from society.

The repercussions of violence against women extend
to their health, with severe implications. The recognition
of domestic violence as a significant global issue
underscores the urgency of its prevention, particularly in
safeguarding women. Notably, familial or closely
confined violence is an unfortunate reality across
European Union countries, transcending legal systems
and contexts.

Actions of Police Officers in a response to a
report of domestic violence

Police officers must respond immediately to a report
of domestic violence. The main legal act, which provides
for the sequence of actions, was approved by the General
Commissioner of Police on the 20" of June, 2023 by
order no. 5-V-506, “Regarding the response of police
officers to reports of domestic violence and the approval
of the decision on the adoption of a protection order
against domestic violence, its execution and control
procedure description”.

The new Law on Protection from Domestic Violence
came into effect on July 1, 2023. This legislation has
introduced a novel legal mechanism in the form of a
domestic violence protection order. This order constitutes
a preventative measure designed to safeguard individuals
vulnerable to domestic violence. Under this provision, an
adult who is at risk of domestic violence is mandated to
temporarily vacate their shared residence if they cohabit
with a person in jeopardy. Moreover, the order stipulates
refraining from visiting the residence of the at-risk
individual, maintaining a certain distance, refraining from
communication, and abstaining from seeking contact with
both the endangered adult and any children residing with
them.

It is likely that this adopted amendment will change
the existing problems of domestic violence, at least
temporarily protecting the victims so that the abuser
cannot approach them, since only about 20% reports to
the police about possible violence in families are
investigated according to the rules of the criminal
procedure and a pre-trial investigation is started, in other
cases about 80%. such reports stop the pre-trial
investigation, thus preventing the perpetrator from being
punished.

A protection against violence order will be issued for
a period of 15 days by a police officer who receives a
report of possible domestic violence and, following a risk
assessment, determines the risk of domestic violence. The
criteria for assessing the risk of violence in the intimate
environment shall be determined by the Minister of
Internal Affairs of the Republic of Lithuania. The police
officer makes the decision to issue a protection against
violence warrant or not to issue a protection against
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violence warrant immediately, no later than within 12
hours of receiving a report of possible domestic violence.

The main conditions of such a warrant are as follows:

a) the abuser must move out of the place of residence
if he lives with a person at risk of domestic violence,
regardless of who owns the home;

b) not visit the residence of a person at risk of
domestic violence, regardless of whether domestic
violence danger the person making the move lives or does
not live there together with a person at risk of domestic
violence;

¢) not to approach the person at risk of domestic
violence and adult persons living with him and/or
children living in an environment where the risk of
domestic violence has been caused, within the distance
specified in the violence protection order;

d) not to communicate with or seek contact with a
person at risk of domestic violence.

The primary objective is to ensure comprehensive
protection for every individual, encompassing children,
against the scourge of domestic violence. Given its
societal repercussions classified as matters of public
significance, the core aim is to establish the necessary
legal foundations for swift responses to domestic violence
threats. This involves the implementation of preventative
measures within the intimate sphere and offering
specialized, holistic support to individuals at risk of
violence within this context, as well as those who have
already endured such brutality.

Integral to this effort is delineating the responsibilities
and authority of institutions and entities engaged in
preventing and addressing intimate partner violence. By
introducing these amendments to the law on protection
against domestic violence, a crucial and potent shift is
anticipated. This alteration is poised to yield favourable
outcomes, significantly enhancing victim protection by
separating them from their abusers.

Research results

The research was conducted in 2022 by interviewing
police officers about the domestic violence. Police
officers working in various Lithuanian territorial police
commissariats were interviewed by a written survey. The
survey questions were formulated in order to assess the
purpose of the research - to investigate empirically
insights about domestic violence from the perspective of
police officers. The questionnaire was addressed to the
target audience, i.e., police officers who may be exposed
to domestic violence in their daily work, and the survey
was sent to the respondents by e-mail.

The principles of research ethics were followed. All
respondents participated in the study voluntarily: the
respondents knew who was conducting the study and
what was the aim of this study; knowing this, they agreed
to participate in the study. The purpose of the research
was presented to the respondents. The respondents were
also informed about where and for what purposes the
results obtained during the research will be used. The
respondents were assured of their anonymity.

89 police officers participated in the study and
answered the questionnaires. The study revealed that
46.7% of the respondents deal with the cases of domestic



Domestic Violence: The Perspective of Police Officers

violence in their work very often, i.e., several times a
week. 34.2% of respondents - deal with domestic
violence often, i.e., once a week or several times a month;
and 19.1% of respondents rarely deal with the cases of
domestic violence.

W

Rarely, once a
month or less

19,1% Very often,

several timesa
week
46,7%

Often, once a

weekor several _/

times a month
34,2%

Fig. 1. The frequency when police officers deal with
the cases of domestic violence

The research revealed that police officers are usually
called to families where violence occurs after spouses or
cohabitants have lived together from 1 to 12 years (62%
of cases). Quite often (29% of cases) they are called to
families when spouses or cohabitants live together from
13 to 25 years, and in rare cases (9% of cases) when the
family lives together more than 25 years. A similar trend
is also reflected in the investigation of the age of abusers.

40% 34,7%

29,8%

30%

20%

10,2%
10%

0,9%

0%
up to 20
years

21-30years 31-40years 41-50years 50 and more
years

Fig. 2. The age of the person who commits domestic
violence

The investigation has shown that among persons
under the age of 20, abusers are extremely rare; domestic
violence usually occurs when the perpetrator is between
31 and 40 years old. The victims of domestic violence are
mostly women.

The police officers who participated in the study
indicated the main causes of domestic violence. 62% of
respondents stressed out alcoholism and drug addiction as
the main reason. A person who drinks or uses drugs
acquires immoral, antisocial traits, and his value
orientation declines. After returning home, he usually
makes noise, uses swear words, scares others, hits and
destroys things, fights, that is, uses mental and physical
violence. 38% of respondents highlighted unemployment
and poverty as the main reason. A person without a job
for a long time is angry with the whole world and with all
humanity. Blames others but himself for not having a job.
Such a person often abuses family members because they

89

are around. Unemployment, lack of finances are
prerequisites for poverty. It's hard to feel like a full-
fledged person when a person is poor, when he can't find
or keep a job, it increases and strengthens the feeling of
shame and, accordingly, increases the likelihood of
violence.

Police officers were asked how domestic violence
could be prevented. 43% of police officers as a key tool
indicated the need for continuous implementation of
prevention programs; 37% of police officers indicated
that this could be achieved through harsher punishments.

96% of police officers indicated that they alone are
not capable of solving the problems of domestic violence.
Police officers also emphasized the lack of psychological
knowledge (32%) and practical knowledge (21%). Thus,
training, seminars and methodological recommendations
should be periodically organized for police officers.

As domestic violence is not a private matter, but a
social problem, it is necessary to unite the efforts of the
police, prosecutor's office, courts, psychologists, and
social workers. Training, seminars and methodological
recommendations should also be periodically organized
for police officers.

Conclusions

The legal regulation of domestic violence is defined
in Lithuanian and international legal acts. Domestic
violence is understood as all intentional physical, mental,
economic, sexual and other actions of the abuser towards
the victim, if these actions violate the victim's
constitutional rights and freedoms, and cause economic,
physical, mental or moral damage to the victim. Violence
against women is one of the highest problems, both in
legal and psychological and social aspects.

Police officers must respond immediately to a call of
domestic violence and be the first to arrive at the crime
scene. However, the shortcomings of the legal system in
the field of domestic violence prevent police officers
from effectively helping victims. From the 1% of July,
2023, the Law on Protection from Domestic Violence
entered into force, which introduced a new legal
regulation - Domestic Violence Protection Order. The
newly adopted 15-day order restraining the abuser from
the victim is a very important tool for solving the
problems of domestic violence. However, as the
experience of foreign countries shows, even after the
adoption of appropriate laws to solve this problem, there
are psychological and organizational obstacles in
providing qualified assistance to victims of domestic
violence.

After conducting a survey of police officers, it was
found that in most cases the reasons of domestic violence
are alcoholism, drug addiction, unemployment and
poverty. Most frequently the age of abusers is between
31-40 years; in most cases violence occurs in families
after living together from 1 to 12 years. The victims of
violence are mostly women. When preventing domestic
violence, first of all, continuous prevention is necessary.
Police officers lack psychological and practical
knowledge the most when solving these issues. They are
not capable of solving these problems alone, the
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involvement of the prosecutor's office, courts,
psychologists, and social workers is also needed here.
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