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Every year several world organizations evaluate countries according different criteria and determine their
indexes, such as KOF Index of Globalization, Corruption Perception Index, Global Competitiveness Index,
Global Innovation Index, and others. These indexes later are used for analysis of the aspects of entrepre-
neurship activities in specific countries. One particular application of indexes is related to analysis and
evaluation of the business environment of the country. The entrepreneurship is affected by many factors; to
research all of them is very time and effort consuming process. The proposed approach (i.e., use of index-
es) is targeted and can yield results of the practical significance. The goal of the current paper is to compare
indicators of the Baltic countries with average indicators of the European Union by using selected indexes
that characterize business environment. To reach this goal we set the following tasks: (1) to characterize
theoretical framework of indexes that pertain to the business environment; (2) to perform comparative
analysis of selected indicators of business environment of the Baltic countries and the EU according to 4
indexes; (3) to make conclusions about business environment in the Baltic countries, especially in Latvia,
on the basis of indexes. The current study employs the logical-constructive method — comparison of theo-
retical notions with empirical data. The factor analysis allows identifying and comparing factors within cho-
sen indexes. The benchmarking is used to estimate indicators of the Baltic countries and compare them
mutually and with the average indicators of the EU — it allows to identify the best examples and calculate
the deviation. The graphic method allows depicting information visually and making subsequent analysis.

KEYWORDS: Indexes, Business Environment; KOF Index of Globalization; Corruption Perception Index;
Global Competitiveness Index, Global Innovation Index.

In the contemporary conditions of market globalization for entrepreneurs, it is very important to
find methods and instruments for business environment evaluation. One of the most operative
approaches is to employ various country evaluation indexes that are available. Every year several
world organizations evaluate countries according different criteria and determine their indexes,
such as KOF Index of Globalization, Corruption Perception Index, Global Competitiveness Index,
Global Innovation Index, and others. Indexes, on the global scale, serve as performance indicators
(clear benchmarks), but at the same time, they are the basis for the asset relocation research.
In other words, indexes in their various manifestations, serve as data for important business
decisions. Steven Schoenfeld (2004) points out that, perhaps the most significantly, indexes
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are often the basis for investment vehicles. Analyses of dynamics of global ratings compiled
by international organizations over several years show which countries have been increasing
their competitiveness and which have lost their position. Most of the countries involved perform
assessment of their business environment based on indexes. These indexes can serve also
as problem indicators in business environment. Based on comparative study of indexes the
respective governments can work out problem solving strategies taking into account positive
experience of other countries.

Recently there have been fair number of publications about countries’ competitiveness, business
environment based on the international rankings. Let us mention a few examples. Thus, S.
Keids and E. Cerkovskis (2016) in their article on the business environment in Latvia in the light
of global ratings take into account such indexes as Global Competitiveness Index, Economic
Freedom Index, Global Prosperity Index, and Business Environment Assessment Index. The
most important among these, in authors’ opinion is the latter one, since this survey make it
possible to find out which administrative obstacles, bureaucratic and regulatory barriers cause
issues for entrepreneurs. The survey comprises 10 aspects of business environment, such as
starting a business, dealing with construction permits, getting electricity, registering property,
getting credit, protecting investors, paying taxes, trading across borders, enforcing contracts,
and resolving insolvency. The authors conclude that Latvian business environment is sufficiently
highly evaluated, that is, Latvia takes 22" place among 189 countries’ surveyed; still, in order to
position the country as an attractive business and investment economy, it is necessary to make
long-term decisions on economic development. (Ibid.) Likewise, the press release prepared by
the Stockholm School of Economics (the strategical partner of WEF Global Competitiveness
Report in Latvia) regarding Latvia’s ranking in the Global Competitiveness Index states the main
problematic factors in the order of priority: tax rates, ineffective governance and bureaucracy,
access to financing, complexity of tax regulations, inadequately educated labor force, and
instability of policy formation practices. (Stockholm School of Economics, 2015) Depiction of
the similar analysis can be found in the article “Assessing the Level of Competitiveness of the
Republic of Kazakhstan on the Basis of World Ranking Analysis” (Aimagambetov, Stefanov &
Kuttybaeva, 2016) where the authors conclude that most advantageous factors for the country
development are the following: the favorable location, the existence of vast reserves of mineral
resources and political and macroeconomic stability. Whereas the disadvantageous are the
lack of diversification of industry, technological backwardness, as well as insufficient level
of governance and management. The results of the current analysis show specific directions
for future development, i.e., the realms that are to be improved. Yet another researches to be
mentioned here are “Reviews of the competitiveness of European countries” (Ciocanel, 2015),
“Comparing the innovation performance of EU candidate countries: an entropy-based TOPSIS
approach” (Kaynak, Altuntas & Dereli, 2017), and “Landmarks on the evolution of global
competitiveness. Analysis on the example of the European Union member states” (Tudose
& Rusu, 2015). The first investigation analyzes the results of the application of some widely
recognized models, used in evaluating the competitiveness performances between different
countries (altogether 29 European states) and the causal relationship between WEF global
competitiveness index and IMD competitiveness scoreboard. The second research is aimed at
analysis of innovation performance of four European Union countries (Macedonia, Iceland, Serbia
and Turkey) using entropy-based TOPSIS (Technique for Order Preference by Similarity to an Ideal
Solution) method. Whereas the third scholarly article mentioned above is based on data obtained
from the reports of the World Economic Forum, it aims at the identification of the specifics of
the member states of the EU, the authors conclude that. These examples demonstrated the
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importance of using different international ratings in assessment of the current status of affairs,
the positive and negative trends of business development, the business climate (favorable or
unfavorable for foreign investments), the level of corruption, etc. In other words, this is a process
of benchmarking; it allows redefine qualitative and quantitative coordinates of improvement
through competitiveness and sustainable performance.

The proposed approach (i.e., use of indexes) is targeted and can yield results of the practical
significance. The goal of the current paper is to compare indicators of the Baltic countries with
average indicators of the European Union by using selected indexes that characterize business
environment. To reach this goal we set the following tasks: (1) to characterize theoretical
framework of indexes that pertain to the business environment; (2) to perform comparative
analysis of selected indicators of business environment of the Baltic countries and the EU
according to 4 indexes; (3) to make conclusions about business environment in the Baltic
countries, especially in Latvia, on the basis of indexes. The research questions of the present
study are:

Which global indexes can be used for characterization and analysis of business environment
in the particular country?

What is the situation of the Baltic contrives in comparison with the average EU indicators?
Do indexes make it possible evaluation prospective export markets?

The current study employs the logical-constructive method — comparison of theoretical notions
with empirical data. The factor analysis allows identifying and comparing factors within chosen
indexes. The benchmarking is used to estimate indicators of the Baltic countries and compare
them mutually and with the average indicators of the EU — it allows to identify the best examples
and calculate the deviation. The graphic method allows depicting information visually and making
subsequent analysis. The theoretical background of the current research consists of publications
that disclose information regarding indexes and their application (Ahmad, 2001; Berger, 2008;
Dreher, 2008; and others).

The research limitation: only those indexes were chosen that concern economical categories
used for business environment assessment; the indexes were compared without identifying
ground factors used in index calculation. The research data period: years of 2015 and 2016.

This article includes analysis of four different types of indexes related to business environment —
the KOF Index of Globalization, the Corruption Perception Index, The Global Competitiveness
Index, and the Global Innovation Index.

Globalization as enhanced trade and financial integration poses both opportunities and challenges
to national economies. As opportunities there can be mentioned such factors as division of
labour and specialization according to comparative advantage; in turn, negative factors include
inability to erect and maintain regulatory and redistributive institutions, lack of financing for social
needs, increase in evasion of international/global financial regulatory institutions into national
regulations, problems in macroeconomic management, etc. (Rodik, 2007) In the theoretical
literature these challenges are being described as so-called “open economy trilemma”. Namely,
if government imposes fixed exchange rates and capital mobility, it has to give up monetary
autonomy. If it wants monetary autonomy and capital mobility, it has to go with floating exchange
rates. If it wants to combine fixed exchange rates with monetary autonomy (at least in the short
run), it has to restrict capital mobility. (Ibid.) M. Caselli in his book “Trying to Measure Globalization.
Experiences, Critical Issues and Perspectives” (2012) concentrates upon methodologies
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of measuring globalization and differences between indexes, taking into account their
characteristics, i.e. one-dimensionality or multi-dimensionality. Although multidimensionality
is one of the most distinctive features of globalization, there are instruments that measure the
phenomenon by considering only one of its dimensions—usually the economic one. The fact
that some measurement instruments focus exclusively on this dimension is not surprising,
given that, as pointed out in the first chapter, globalization is widely regarded as a phenomenon
which is primarily if not exclusively economic in nature. At the same time, D. Rodik poses some
criticism of the globalization indices. Firstly, he admits that the principal defect of all indices is
the use of an excessively large number of variables and indicators that can lead to decrease
of countries that can supply necessary data. Secondly, the massive amount of indicators can
decrease reliability of data. Thirdly, variety of sources can hamper the timeliness of information.
Fourthly, there can be misbalanced representation of data (some aspects get more attention
than others do). (Ibid.) Still, despite these shortcomings different globalization indices serve as
instrument to measure position of the country in the global market.

Among numerous indexes that are employed for assessment of a country performance within
international/global milieu we can mention the Bertelsman Stiftung’s Transformation Index (BTI),
the Maastricht Globalization Index, the New Globalization Index (NGI), and, the most important in
our opinion, - the KOF Index of Globalization. Let us shortly dwell on the first three indices before
turning to the KOF Index.

The Bertelsmann Stiftung’s Transformation Index (BTI) analyses and evaluates the quality of
democracy, a market economy and political management in 129 developing and transition
countries. It measures successes and setbacks on the path toward a democracy based on
the rule of law and a socially responsible market economy. The BTl is the first cross-national
comparative index that uses self-collected data (according to 17 criteria) to comprehensively
measure the quality of governance during processes of transition. The BTl aggregates the study
into two indices: the Status Index and the Management Index. The Status Index is formed by
calculating the total of average scores for the political and economic transformation whereas
the Management Index is formed by calculating the scores for management criteria (acumen
with which decision-makers steer political processes). (Transformation Index BTI) Every year
the foundation publishes the Globalization report composed according to the criteria mentioned
above. Thus, for example, the Globalization Report 2016 states that between 1995 and 2014, a
group of emerging countries grew massively in importance relative to the group of developed
countries, as well as that the raise of emerging countries is primarily due to their improved
competitiveness relative to competitiveness of all economies. (Bohmer et. al., 2016)

The Maastricht Globalisation Index is calculated by aggregating eleven indicators referring to five
dimensions of globalization: political, economic, sociocultural, technological, and ecological. In
particular, the most distinctive features of this instrument are its consideration of globalization'’s
ecological dimension and its inclusion of an indicator relative to the arms trade in the political
dimension. (Caselli, 2012) More specifically, the political domain comprises such indicators as in-
country embassies, membership in international organizations, and military-industrial complex;
the economic domain includes such indicators as trade and share of GPD - transactions between
domestic and foreign affiliates, as well as private capital flows; the social and cultural domain -
cross border migration, tourism, awareness of global issues (climate change, human rights,
etc.); the technical domain comprises such indicators as communication technologies, use of
internet, social media platforms, etc.; the environmental domain — bio capacity as measure of
land productivity, ecological deficit of traded goods and services, etc. (Figge & Martins, 2014)
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The New Globalization Index (NGI) is a composite index constructed to measure the relative
globalization level of a group of countries according to 21 variable. This index differs from other
indices because it takes into account, in addition to economic aspects, international student mobility
and environmental issues; besides that, the NGI forms a weighted sum of bilateral trade flows using
the geographical distances between trading partners as weights. In sum, the index comprises three
dimensions - finance, trade and politics, and social globalization. (Vujakovic, 2010)

Market globalization more and more influences business organizations; it compels them to
look for solutions to ensure their competitiveness. In order to comprehend globalization on the
European level the authors of the current paper propose to compare ratings of all three Baltic
countries (Latvia, Lithuania and Estonia) and the average European level according to all eight
factors of the KOF Index of Globalization. In our opinion, this index offers the best methodology
to assess the level of globalization in each particular country set against the background of the
average level.

The KOF Index of Globalization was introduced in 2002. The Index covers three main divisions -
economic globalization that includes long distance flows of goods, capital, services and
information; political globalization characterized as diffusion of government policies; and social
globalization — the spread of ideas, information, images and people. (Dreher, et.al, 2008) Since
our interest lies in the realm of economy, let us briefly dwell on its eight sub dimensions: (1)
trade — the sum of exports and imports of goods and services measured as share of GDP;
(2) foreign direct investment, stocks — the sum of inward and outward FDI stock; (3) portfolio
investment - the sum of portfolio investment assets stocks and portfolio investment liabilities
stocks; (4) income payments to foreign nationals — employee compensations paid to non-
resident workers and investment income; (5) hidden import barriers — the answer to the question
if tariff and non-tariff barriers significantly reduce the ability of imported goods to compete in the
domestic markets; (6) mean tariff trade; (7) taxes on international trade — import duties, export
duties, profits of export or import monopolies, exchange profits, and exchange taxes; (8) capital
account restrictions — foreign ownership of companies and types of capital controls. (Caselli,
2012) The weights of these indices and variables are depicted in the figure 1.

Capital Account
Restrictions; 23% Trade (% of GDP); 22%

Taxes on International Foreign Direct
Trade (% of current Investment, stock (%
revenue); 26% of GDP); 27%
l Portfolio Investment
Mean Tarif Rate; 28% ‘ ’ (% of GDP); 24%
Income Payments to
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Barriers; 23%




European Integration Studies 2017/11

In order to analyse the business environment the authors of the current research compare the index of
economic globalization of three Baltic countries with the average European Union index (see figure 2).

87,39
90
79,48 80,31
77,28
N u
70

Average EU Latvia Lithuania Estonia

The average index of the EU is 7948. All three Baltic countries are quite close to this average
level — Estonia (87,39) and Latvia (803) are above the average index, while Lithuania (77,28)
is slightly below it. The comparative analysis of economic globalization indexes demonstrates
that economies of all three Baltic states are competitive on the European scale and ready to
participate in market globalization processes as strong players.

The second index to be analysed in the current research is the Corruption Perception Index
(CPI). The level of corruption in any given country shows the limitation of business environment
and obstacles to business development. Corruption is a complex social, political and economic
phenomenon that is prevalent in all countries in varying degrees. According F. Galtung (2006),
J. G. Lambsdorff (2007), Ahmad (2001) and other researchers, corruption, in general, takes four
main forms: bribery, embezzlement, fraud and extortion. The real level of corruption is difficult
to determine technically, therefore, the Transparency International focuses upon perception of
corruption. The Transparency International’s Corruption Perceptions Index (since 1996) ranks
countries in terms of the degree to which corruption is perceived to exist among public officials
and politicians. It is a composite index, drawing on corruption-related data from expert and
business surveys carried out by a variety of independent and reputable institutions. (Rohver,
2009) The CPI currently ranks 168 countries “on a scale from 100 (very clean) to O (highly corrupt).
The lower-ranked countries exhibit untrustworthy and badly functioning public institutions; even
though there exist anti-corruption laws, they are often ignored. People frequently face situations
of bribery and extortion, misappropriation of public funds and official indifference when seeking
justice. Higher-ranked countries tend to have higher degrees of press freedom, access to
information about public expenditure, stronger standards of integrity for public officials, and
independent judicial system. The higher score, the lower corruption level. (Corruption Perception
Index. Topline Report, 2015)

Analysing situation of the Baltic countries against the background of the average European level
(figure 3) we can see that Estonia (70 pts.) scores much higher than the European average (62
pts.), Lithuania (61 pts.) closely follows, but Latvia (55) lags far behind.

Since corruption places constraints upon free and earnest competition and hinders
development of entrepreneurship, Latvia has to pay serious attention to raise awareness of
critical issues related to functioning of public institutions, anti-corruption legislation, misuse
of public funds, etc.

Figure 2
Economic Globalization
in KOF Index 2015 (KOF
Index of Globalization.
Rankings,2015)

Corruption
Perception
Index
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The third index to be analysed in the current article is the Global Competitiveness Index (GCI),
compiled by the World Economic Forum. Thus, the index of the years 2015-2016 comprises 140
countries. (The Global Competitiveness Report 2015-2016, 2016) For over 35 years, the Global
Competitiveness Report series has shed light on the key factors and their interrelations that
determine economic growth and a country’s level of present and future prosperity. By doing so,
it aims to build a common understanding of the main strengths and weaknesses of an economy
so stakeholders can work together to shape economic agendas that address challenges and
enhance opportunities. The report describes competitiveness as the set of institutions, policies,
and factors that determine the level of productivity of an economy, which in turn sets the level of
prosperity that the country can earn. (Ibid.) There is vast amount of literature regarding national
competitiveness starting from the classical definition and scheme proposed by M. Porter. (Porter,
1990) Porter’s “diamond” includes such aspects as firm strategy, structure and rivalry; demand
conditions; related and supporting industries; factor conditions. Here we can mention also T.
Berger's reflections upon the status of research. He concludes that the nation’s competitiveness is
determined by four main factors, that is, the ability to sell, the ability to earn, the ability to adjust,
and the ability to attract. (Berger, 2008) A great deal of attention is paid to also to the concepts
of competitiveness environment (country’'s openness to the world economy; world economy’s
openness to the region); political stability; country’s geographical position; living conditions, cultural
environment; climate and natural resources, demographic situation), economic policy (attitude
towards foreign investments and market economy; level of government bureaucracy; low inflation
policy; taxes and credit aid; pricing and its regulation; corporate governance, trade policy; exchange
rate policy), and competitiveness of business infrastructure factors (level of wages; quality of
labor; ecological environment; stability of supplies and raw materials; existence of land suitable
for business activities; transport and communication; research and technology infrastructure).
(Reiljan et.al, 2000). The specific approach to measure nation’s competitiveness on the global scale
is worked out by E. Meiliene, S. Neverauskaite and R. Aidis (2015) The authors propose to measure
the country’s competitiveness through the aspect of Technology-Intensive Innovative Enterprises
Index, that includes 57 indicators (7 indicators determine human capital factors; 8 — networking;
14- efficiency of policies; 17 — innovative capacity of a country; 12 — innovative level of a country).
L. Wenzel and others (2013) propose a method of measuring competitiveness applying Canonical
Correlation Analysis (CCA). Among others, we would like to mention three research papers. The
first of them is entitled “A new perspective on the competitiveness of nations.” (Onsel et.al.,2008)
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The article addresses two major methodological issues: (1) the choice of weights to use to
aggregate the underlying primary data concerning micro and macroeconomic factors; (2) the
specification of the stages of countries and understanding criteria that have the greatest impact
on the specification of relative position of the countries in the terms of competition. The second
research utilized a structural model that decomposes competitiveness into its quantitative micro-
level and qualitative macro-level. (Ezeala-Harrison, 2014) Whereas the third research by S. Perez-
Moreno and others (2016) proposes to implement a multi-criteria approach with new alternative
normalization and aggregation formulas for such pillars of competitiveness. The authors have
worked out three alternative global competitiveness indices (weak, strong and mixed) with
different degrees of substitutability, as well as the mixed index without normalizing. At the same
time, we would like to admit, that there is certain criticism of using the Global Competitiveness
Report to assess country’s macro-economic competitiveness (Djogo & Stanisic, 2016), namely,
the World Economic Forum's definition of macroeconomic competitiveness and the following
methods of measurement are not the best solution for measuring the current macroeconomic
competitiveness, as there exists a gap between a change in the level of productivity of the country
and macroeconomic performance of the country in short time period.

The Global Competitiveness Index analyses the most problematic factors of doing fussiness
that can be the ground for assessment of business environment in the country. By analysing
these factors, it is possible to determine the obstacles for country development and work out the
strategic plan. The factors analysed in the this article demonstrates that there exist significant
differences among all three Baltic countries and the average level of the European Union
(Figure 4). It has to be noted that higher score indicates more problematic level.
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As we can see Latvia, among other Baltic countries, ranks the highest (in the negative way) in
such areas as tax rate (alongside with Lithuania), crime and theft, policy instability, inefficient
governance, insufficient innovation level, although according to most indices, Latvia comes close
to the average EU level. Thus, it is possible to see which spheres are in need of improvement.
Table 1 shows the comparison of the average result of three Baltic countries and the EU according
to all 12 pillars of competitiveness (institutions, infrastructure, macroeconomic environment,
health and primary education, higher education and training, goods market efficiency, labour
market efficiency, financial market development, technological readiness, market size, business
sophistication, innovation).

Global Competitiveness Index Latvian Lithuania Estonia Average EU
Institutions 4.0 4.2 5.1 45
Infrastructure 4.4 4.7 5.0 5.1
Macroeconimic environment 5.6 5.4 6.1 5
Health and primary education 6.2 6.3 65 6.3
Higher education and training 50 5.3 55 52
Goods market efficiency 45 4.6 5.1 4.7
Labor market efficiency 4.6 A 5.0 L
Financial market development 4.2 4.1 48 42
Technological readiness 5.2 5.6 5.4 5.4
Market size 32 35 30 4.3
Business sophistication 4.1 4.3 4.3 4.6
Innovation 3.4 37 4.1 4.2

Source: Authors’

According to this comparison, it is possible to see that Estonia is above the average level of the
EU in 7 parameters, but Latvia and Lithuania are in most cases close or below the average EU
scores. Only according to three pillars Market size, Business sophistication and Innovation the
average scores of the EU are higher than the according ones of the Baltic countries.

One of the most important indexes to used for business environment evaluation is the Global
Innovation Index (GlI). The Gl aims to capture the multi-dimensional aspects of innovation and
provide tools for developing long-term strategies. The innovation is measured by a composite
index, the so-called Summary Innovation Index (Sll). It sums up the results of several different
partial indices in three areas (the driving force of innovation, the activities of enterprises and the
results of innovative activities). Individual areas (components) are ascribed certain categories
of indices in 8 dimensions of innovation, which in total led to the creation of a set of 25 indices,
describing in detail the innovativeness of each state. (Lacka, 2015) The Gl helps to create an
environmentinwhichinnovation factors are continually evaluated. In 2015 this 141 world countries
were included the Gll ranking. The Gl adopts a broad notion of innovation. It is formulated like this:
An innovation is the implementation of a new or significantly improved product (good or service),
a new process, a new marketing method, or a new organizational method in business practices,
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workplace organization, or external relations. (Global Innovation Index 2015) Today, innovation
capability is seen more as the ability to exploit new technological combinations; it embraces the
notion of incremental innovation and ‘innovation without research’. The index includes such sub-
categories as institutions, human capital and research, infrastructure, market sophistication,
business sophistication, knowledge and technology outputs, creative outputs. These factors
are divides into two categories — input sub-indices that characterize country’s ability to create
innovative environment and output sub-indices — results of innovative activities. Figure 5 shows
scores of the Baltic counties set against the background of the average EU values.
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The higher score demonstrates country’s accomplishments in the realm of innovations. In the
European Union the average ratio is 47,8. Estonia’s rate is 52,8, that is above the European
level, whereas Latvia is ranked quite close to the European mean data with the score 45,5, but
Lithuania exhibits the ratio of 42,3.

’I The indexes allow estimating operatively the business environment from different perspec-
tives (corruption. globalization, etc.), they can be instruments for evaluation as well as indi-
cators of the primary factors of investment and export.

According to our research, the indexes that can be used for assessing business environ-
ment are the KOF Index of Globalization, the Corruption Perception Index, The Global Com-
petitiveness Index, and the Global Innovation Index.

The KOF Index of Globalization is developed by the Swiss Federal Institute of Technology,

Zurich; it is being published since 1002. In 2015 the Index included 207 countries. The Index
is assessment of Economic globalization (36%), Social globalization (37%) and Political global-
ization (27%). The ratio of the Baltic countries is the following: Estonia — 87,39, Latvia— 80,31 and
Lithuania - 77,28; that is very close or above the average European Union ration. This indicates
that economy of these countries is able to participate in market globalization processes as equal
players.

The Corruption Perception Index (CPI) is worked out by the Transparency International «One

global movement sharing one vision: a world in which government, business, civil society
and the daily lives of people are free of corruption», founded in 1993. In 2015, the Index included
175 countries. Estonia (70) exhibits results that are much higher than the average EU results,
whereas Lithuania (61) is close to the average ratio, but Latvia's result (55) shows that the coun-
try that there are serious problems that should be solved.

Figure 5

The Global Innovation
Index 2015 (The Global
Innovation Index, 2015)

Conclusions



References

European Integration Studies 2017/11

The Global Competitiveness Index (GCl) is compiled by the World Economic Forum, in 2015-
2016 the Index included data about 140 countries. The Global Competitiveness Index identi-
fies and evaluates the most problematic factors for doing business, thus it can be the framework
for business environment evaluation in each particular country. The current research shows that
there are difference among the Baltic countries; the further analysis of these differences makes it
possible to identify factors that hinder development and work out the strategy to solve problems.

The Global Competitiveness Index consists of 12 pillars. The index shows that Estonia’s

indicators in 7 positions is ranked above that the average indicators of the EU, but Latvia
and Lithiania by the most part is close to the average ratio of the EU. Only in 3 positions - Market
size, Business sophistication and Innovation — The average EU indices are higher than in Estonia,
Latvia and Lithuania.

The Global Innovation Index (Gll) aims to capture the multi-dimensional facets of innova-
tion and provide the tools that can assist in tailoring policies to promote long-term output
growth, improved productivity, and job growth. The GlI helps to create an environment in which
innovation factors are continually evaluated. In 2015 the Index included 141 country. Within Eu-
ropean Union the average ratio is 47,8. Estonia’s radio (52,8) is above the average, but Latvia’s

(45,5) and Lithuania’s (42,3) ratios are slightly below the EU ratio.

Ahmad, N. (2001). Corruption Perception Indices: A
Comparative Analysis. The Pakistan Development
Review, 40(4 Part 1), 813-830.

Aimagambetov, E., Stefanov, D., Kuttybaeva, N.
(2016). Assesing the Level of Competitiveness of
the Republic of Kazakhstan on the Basis of World
Ranking Analysis. International Journal of World
Ranking Analysis, 10(3), 101-112.

Berger, T. (2008). Concepts of National Compet-
itiveness. Journal of International Business and
Economy, 9 (1), 91-111.

Bohmer, M., Funke, C. Sachs, A., Weinelt, H., Weiss,
J. (2016). Globalization Report 2016. Who bene-
fits most from globalization? Bertsmann Stiftung.
Retrieved 15.04.2017 from https://www.bertels-
mann-stiftung.de/fileadmin/files/BSt/Publika-
tionen/GrauePublikationen/NW_Globalization_
Report_2016.pdf

Transformation Index BTI. (2016). Retrieved
15.03.2017 from https://www.bti-project.org/en/
index/methodology/

Caselli, M. (2012). Trying to Measure Globalization
Experiences, Critical Issues and Perspectives (139 p.).
Dordrecht, Heidelberg, London, New York: Springer.
https://doi.org/10.1007/978-94-007-2807-3

Ciocanel, A. B. (2015). Reviews of the Competitive-
ness of European Countries. The Romanian Review
Precision Mechanics, Optics & Mechatronics, 47,
41-49.

Corruption Perceptions Index. Topline Report.
(2015). Retrieved 01.03.2017 from http://www.
mpc.gov.my/wp-content/uploads/2016/04/
TOPLINE-CPI2015.pdf

Galtung, F. (2006). Measuring the Immeasurable:
Boundaries and Functions of (Macro) Corruption In-
dices”. In C.A. Sampford, C.,A. Shacklock, C. Connors
and F. Galtung (Eds.), Measuring Corruption (pp. 101-
130). Hampshire, UK and Vermont, US: Ashgate.

Djogo, M,, Stanisic, N. (2016). Is the Global Competi-
tiveness Report the Right Measure of Macroecono-
mic Competitiveness. Zb. rad. Ekon.fak. Rij., 34(1),
91-117. https://doi.org/10.18045/zbefri.2016.1.91

Dreher, A., Gaston, N., Martens, P. (2008). Mesuring
Globalization — Gauging its Consequence (224 p.).
New York: Springer.

Ezeala-Harrison, F. (2014). Relative Impacts of
Quantitative and Qualitative Indicators of Interna-
tional Competitiveness. Journal of International
Business and Economy, 2 (4), 1-16. https://doi.
org/10.15640/jibe.v2n4al

Figge, L., Martens, P. (2014). Globalization Conti-
nues: The Maastricht Globalization Index Revisited
and Updated. Globalizations, 11 (2), Article 5. Re-
trieved 24.04.2017 from http://services.bepress.
com/globalizations/vol11/iss2/art5

Kaynak, S., Altuntas, S., Dereli, T. (2017). Comparing
the innovation performance of EU candidate coun-
tries: an entropy-based TOPSIS approach. Economic



European Integration Studies

Research-Ekonomska Istrazivanja, 30(1), 31-54.
https://doi.org/10.1080/1331677X.2016.1265895

Keigs, S., Cerkovskis, E. (2016). Business Environ-
ment in Latvia and Its Assessment in the Rationgs
of International Organizations. In 5th International
Scientific Conference “Whither Our Economies—
2016".Conference Proceedings (pp. 22-30). Vilnius:
M. Romieris University.

KOF Index of Globalization. Indices and Variables.
(2015). Retrieved 01.04.2017 from http://globaliza-
tion.kof.ethz.ch/media/filer_public/2015/03/04/
variables_2015.pdf

KOF Index of Globalization. Rankings. (2015). Re-
trieved 01.04.2017 from http://globalization.kof.
ethz.ch/media/filer_public/2015/03/04/rank-
ings_2015.pdf

Lacka, I. (2015). Innovativeness and Competitive-
ness of the New European Union States in Variable
Economic Situation between 2006 and 2013. Pro-

cedia - Social and Behavioral Sciences, 213, 185 -
191. https://doi.org/10.1016/j.sbspro.2015.11.424

Lambsdorff, J. G. (2007). The Institutional Eco-
nomics of Corruption and Reform: Theory, Ev-
idence, and Policy (286 p.). Cambridge: Cam-
bridge University Press. https://doi.org/10.1017/
CB09780511492617

Meiliene, E., Neverauskaite, S., Aidis, R. (2015).
Methodological Aspects of Compiling Contry's
Competitiveness Through the Aspect of Technol-
ogy-Intensive Innovative Enterprises Index. Proce-
dia — Social and Behavoral Sciences, 213, 173-178.
https://doi.org/10.1016/j.sbspro.2015.11.422

Onsel, S., Ulengin, F, Ulusoy, G., Aktas, E., Ka-
bak, 0., Topcu, Y. I. (2008). A new perspective on
the competitiveness of nations. Socio-Economic
Planning Sciences, 42 (4), 221-246. https://doi.
org/10.1016/j.seps.2007.11.001

Perez-Moreno, S., Rodriguez, B., Luque, M. (2016).
Assessing global competitiveness under multi-cri-
teria perspective. Economic Modelling, 53, 398-408.
https://doi.org/10.1016/j.econmod.2015.10.030

Porter, M. (1990). The competitive advantage of
nations (855 p.). New York: Free Press. https://doi.
org/10.1007/978-1-349-11336-1

Reiljan, J., Hinrikus, M., Ivanov, A. (2000). Key Is-
sues in Defining and Analysing the Competitive-
ness of a Country. University of Tartu Economics
and Business Administration Working Paper No.
1. Retrieved 07.03.2017 from https://ssrn.com/
abstract=418540

2017/11

Rodrik, D. (2007). One Economics many Recipes.
Globalization, Institutions, and Economic Growth
(261 p.). Princeton and Oxford: Princeton University
Press.

Rohwer, A. (2009). Measuring Corruption: A Com-
parison Between the Transparency International’s
Corruption Perceptions Index and the World Bank's
Worldwide Governance Indicators. Retriewed
12.03.2017 from https://www.cesifo-group.de/
portal/pls/portal/docs/1/1192926.PDF

Schoenfeld, S. A. (2004). Active Index Investing.
Maximizing Portfolio Performance and Minimizing
Risk Through Global Index Strategies (688 p.). Ho-
boken, New Jersey: John Wiley & Sons, Inc.

Stockholm School of Economics. (2015). Latvia
ranks 44th in WEF Global Competitiveness Re-
port. Retrieved 02.05.2017 from http://www.
sseriga.edu/en/news-and-events/news/ne-
ws-archive/2015/latvia-ranks-44th-in-wef-glo-
bal-competitiveness-report.html

The Global Competitiveness Index 2015-2016 Ran-
kings. (2016). Retrieved 06.04.2017 from http://
reports.weforum.org/global-competitiveness-re-
port-2015-2016/competitiveness-rankings/

The Global Competitiveness Report 2015-2016.
(2016). Retrieved 07.04.2017 from http://www3.
weforum.org/docs/gcr/2015-2016/Global_Com-
petitiveness_Report_2015-2016.pdf

The Global Innovation Index 2015. Effective Inno-
vation Policies for Development. (2015). Retrieved
01.05.2017 from https://www.globalinnovationin-
dex.org/userfiles/file/reportpdf/GlI-2015-v5.pdf

Tudose, M. B., Rusu, D. V. (2015). Landmarks on
the Evolution of Global Competitiveness. Analysis
on the Example of the European Union Member
States. The USV Annals of Economics and Public
Administration, 15(2), 42-49.

Vujakovic, P. (2010). How to Measure Globalizati-
on? A New Globalization Index (NGI). Retrieved
25.03.2017 from http://www.fiw.ac.at/fileadmin/
Documents/Veranstaltungen/Forschungskonfe-
renz/3._foko/Paper_der_Vortragenden/47.Petra-
Vujakovic.New_Globalisation_Index.pdf.  https://
doi.org/10.1007/s11293-010-9217-3

Wenzel, L., Wolf. A. (2013). Towards a New Measure
of a Country’s Competitiveness: Applying Canonical
Correlation. HWWI Research, paper 144. Retrieved
March 3, 2017, from http://epub.sub.uni-hamburg.
de/epub/volltexte/2014/27830/pdf/ HWWI_Re-
search_Paper_144.pdf



2

About the
authors

European Integration Studies

VEVERE VELGA

Dr. phil.

The University College of
Economics and Culture

Fields of research interests
Social media, business ethics,

corporate social responsibility,

corporate governance

Address
LLomonosova 1/5
Riga LV-1019, Latvia
Tel. +37126463584.

ZVIRGZDINA ROSITA

Dr. oec.

Turiba University

Fields of research interests

Business administration,
commerce, finance
administration, human
resource management

Address

Graudu 68
Riga LV-1058, Latvia
Tel. +37126408253

2017/11

LININA IVETA

Dr. oec.
Turiba University

Fields of research interests
Marketing, sales management,
marketing communications
Address

Graudu 68
Riga LV-1058, Latvia
Tel. +37126306922



