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Introduction

Relevance of the topic

The Latvian National Development Plan 2014-2020 and the Latvian National Development
Plan 2021-2027 (Par Latvijas Nacionalo attistibas planu 2014.—2020.gadam, 2012; Par Latvijas
Nacionalo attistibas planu 2021.—2027. gadam (NAP2027), 2020) states that Latvia is recognised
as a country whose business structure consists mainly of micro, small and medium-sized
enterprises.

At the end 0f2021, 132,859 companies were registered in the Latvian Commercial Register
(Register of Enterprises Open Data, 2024), with limited liability companies (LLC) being the most
popular form of business, accounting for 90.83 % of all registered companies.

Of all registered capital companies (JSC and LLC), only 77,816 companies, or 64 % of the
whole number, reported revenue above 0 in their annual reports, with a total company revenue of
EUR 73.052 billion in 2021. Compared to the turnover of the world's top companies, the annual
revenue of all Latvian capital companies is around 15 % of the annual revenue of the world's top
companies. For example, according to Fortune (Global 500, 2023), the largest retail chain,
WALMART's annual revenue in 2021 amounted to USD 559.181 billion.

The largest part of the total revenue of Latvian capital companies in 2021 is represented by
only 234 capital companies, accounting for 46 % of the total, while the group of small and micro-
capital companies accounts for only 32 % of the total annual revenue, representing 76,582 capital
companies and 98.41 % of all capital companies that have submitted their annual accounts.

To ensure the competitive advantage and sustainability of Latvia's small and micro-capital
companies, new innovative approaches must be found to increase revenues while reducing costs.

According to several experts, increasing revenue through the digitalisation of the business
model should be the first priority (Digital Transformation of Industries, 2016, p. 45), and
companies that have reached a maximum level of digital maturity can reduce costs by up to 30 %
(Digital Transformation of Industries, 2016, p. 45; Field et al., 2014, p. 7).

According to the European Commission's publication on the Digital Economy and Society
Index (DESI) 2022 (The Digital Economy and Society Index (DESI), 2023), the digital

development of enterprises in Latvia is below the EU average. It ranks 23rd out of 27 Member



States in integrating digital technologies in enterprises. Almost all its indicators are below the EU
average.

Since the 1990s, the digital impact has influenced the business environment and created
new opportunities for people. The Internet has changed human behaviour and communication,
moving physical things into the virtual environment. Society constantly tries to find new ways to
extend cooperation and organise economic activities by interacting with the virtual and real worlds
(Wasko et al., 2011, p. 8).

The strategy of a business organisation is no longer limited to the internal view of the
company but is oriented toward the business environment. Today, managers must see themselves
as part of an organism operating in a business ecosystem (Lusch & Nambisan, 2015, p. 12).

The digital transformation of the business model affects not only technology companies
whose business models are based on digital products but also any service provider and product
manufacturer.

Today's rapid technological developments offer the opportunity to digitise all processes that
can be digitised and replace human labour (Lee et al., 2018, p. 24). At the same time, digitalisation
must eliminate unnecessary, unproductive work. However, it must not take away work, and it must
not take away people's ability to work and earn a living.

Research questions

1. What are the trends in the financial growth of small and micro-capital companies in Latvia?

2. What factors influence the positive financial performance of small and micro-capital companies
in the digital age?

3. How do the identified factors affect the positive financial performance of small and micro-
capital companies in the digital age?

4. What is the correlation between the digital maturity of small and micro-capital companies and
their balanced financial performance?

The goal of the Doctoral Thesis

Identify factors and assess their impact on the positive financial performance of small and

micro-capital companies in the digital age.

To achieve the goal of the Doctoral Thesis, the following objectives have been established

1. To study the digital environment of Latvian capital companies.



To identify the factors that influence the positive financial performance of commercial
activities in the digital age.

To assess the importance of the identified factors for Latvian small and micro-capital
companies compared to the assessment of large global companies.

To evaluate the significance of the identified factors and their practical implications on business
performance.

To develop a methodology for assessing the digital maturity of capital companies, including an
interview framework and a method for evaluating the results.

To evaluate the correlation between the digital maturity of small and micro-capital companies

and their overall financial performance.

The object of the Doctoral Thesis — Latvian small and micro-capital companies.

The subject of the Doctoral Thesis — assessing the factors influencing profit management in the

digital age.

Research limitations

1.

The following conditions were used to select the datasets for the data analysis:

- data were taken for the period 2018-2022;

- data includes capital companies incorporated before 2018 and active (not liquidated) in the
period 2018-2022;

- data includes small and micro-capital companies whose status is determined by the "Law
on Annual Statements and Consolidated Annual Statements," using revenue as one of the
criteria;

- companies with a revenue of less than EUR 145,000 in 2021 were excluded.

2. Terminology used:

- business, enterprise (including small and micro-enterprises), entrepreneur, business, company
(including small and micro-capital companies), merchant (the rationale for use is reflected

in Appendices 1 and 2;

- business, business model, business ecosystem, disruptive innovation, and the rationale for use

are reflected in Appendices 2 and 3.

Period of the research. The period of the research is from 2018 to 2024.
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Research design

Various methods were used to answer the research questions and achieve the objective. The
research has been carried out in several phases to achieve the study's objectives. The schematic

design of the study is shown in Fig. 1.
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Fig. 1. Research design (created by the author).

Phase 1. Analysis of the financial condition of Latvian capital companies.
The research phase included the following steps:

- exploring the theoretical foundations of enterprise financial resilience;

- analysis of the business environment and public policy in a digitalised circumstance;

- assessing the balanced financial growth of Latvian capital companies based on an

analysis of five years of financial statement data.

Phase 1 answered the first research question — What are the trends in the financial growth of small
and micro-capital companies in Latvia?
Phase 2. Identification of factors influencing positive financial performance of small and micro-
capital companies in the digital age based on the analysis of scientific literature.

The research phase included the following steps:



- asystematic review of scientific literature sources to select potential factors relevant to the
topic under study;

- qualitative content analysis of the selected scientific literature to identify factors relevant to
the topic under research, coding them according to standard features of the information
items and grouping them into categories;

- validation and refinement of the factors identified through qualitative literature analysis
using bibliometric analysis, using articles indexed in the Web of Science database.

Phase 3. Assessment of the practical relevance of the identified factors and their prioritisation.
The research phase included the following steps:

- survey of Latvian entrepreneurs on the practical importance of the identified factors and
their impact on their profitability;

- analysis of integrated reports of global companies on the impact of identified factors on
corporate sustainability, such as good practices;

- assessment of different and similar approaches to the importance of the identified factors
in the valuation of large global companies compared to Latvian companies.

Phases 2 and 3 answered the second research question — What factors influence the positive
financial performance of small and micro-capital companies in the digital age?

Phase 4. Assessment of the impact of the identified factors on business activity.

The research phase included the following steps:

- grouping of factors and analysis of their interaction according to the structure of the
universal business model,

- assessment of the identified factors' impact in three independent business sectors.

Phase 4 answered the third research question — How do the identified factors affect the positive
financial performance of small and micro-capital companies in the digital age?

Phase 5. Analysis of the correlation between digital maturity and capital company financial
performance.

The research phase included the following steps:

- analysis of the theoretical basis for assessing the digital maturity of companies;

- creating a questionnaire to assess the digital maturity of businesses;

- analysis of the results of the structured self-assessment interview on digital maturity of

entrepreneurs;



- analysing the correlation of the digital maturity of enterprises with their balanced financial
performance.
Phase 5 answered the third research question — What is the correlation between the digital maturity

of small and micro-capital companies and their balanced financial performance?

Research methods
1. Literature review:

- systematic review of scientific literature;

- qualitative literature analysis;

- bibliometric analysis of literature sources.

2. Surveys:

- a survey of entrepreneurs (n=77) on the importance of positive financial performance
factors and their impact on the profitability of business enterprises, carried out between
January and November 2023;

- self-assessment interview (n = 70) to assess digital maturity, conducted from June 2021 to

early 2023.
3. Statistical data processing and analysis:

- to prepare the database from the initial indicators, re-coding the survey responses using the
Microsoft Office Excel application with the built-in VBA (Virtual Basic for applications)
programming language;

- quantitative data processing methods:

= description statistics (frequency distributions and arithmetic averages);

= comparative analysis of independent groups.

Main contributions and scientific novelty

1. A method for analysing the balanced financial growth of Latvian capital companies has been
developed, allowing the financial development of small and micro-capital companies to be
monitored.

2. The factors that influence the positive financial performance of a business in the digital age
have been identified. The factors are grouped and interpreted using a business model.

3. A method for measuring the digital maturity of a corporation — a structured form of a self-

assessment interview and a method for evaluating the results, has been developed.



4.

Small and micro-capital companies' digital maturity is correlated with their balanced financial

growth.

The practical value of the research for small and micro-capital company managers when

developing balanced financial strategies

1.

The analysis identifies the unbalanced financial growth of Latvian capital companies.

2. The Thesis identifies the 10 most important factors for Latvian small and micro-capital
companies that influence the positive financial performance of their business.

3. The importance of the identified factors and their impact on specific business activities is
assessed:

- the impact of online sales channels on revenue growth;

- the impact of disruptive innovation on the development of information goods and revenue
capture;

- improving service quality and reducing costs through the digitisation of the delivery and
communication network.

Hypotheses

1. In the digital age, there are three categories of factors: 1) non-financial digital factors; 2) non-
financial factors unrelated to digitalisation (non-financial non-digital factors); 3) financial
factors that have a significant impact on the financial performance of small and micro-capital
companies.

2. Inthe digital age, the positive financial performance of small and micro-capital companies can
be achieved through the identified factors, the impact of which can be observed through
improvements in business model elements.

3. There is a correlation between the digital maturity of small and micro-capital companies and

their financial results.

Theses for defence

L.

The analysis revealed an unbalanced development of small and micro-capital companies in
Latvia due to the influence of external factors. To ensure the resilience of capital companies to
the negative impact of these factors, new innovative solutions in managing commercial
activities should be introduced, which are also in line with the guidelines of the Latvian

National Development Plan and the European Programme for the Digitalisation of Society.

10



2. In the current business environment, the impact of non-financial digital, non-digital, and

financial factors on the financial results of capital companies requires attention. Priority
intrinsic factors — the quality of the business organisation, the digital literacy of company
employees, the company's digital maturity, data-based management, and sales channels through
the online environment — affect the performance of corporations regardless of their size.
Automation through artificial intelligence, digital platforms, partnerships, and research is
characteristic of large global companies and corporations. Customer feedback, product
uniqueness, recognition of existing innovations and implementation in their business processes
are important for Latvian small and micro-capital companies.

There is a consensus among researchers that business model innovation is a key condition for
business performance. Digitalisation is a new source of business model innovation and
therefore contributes to increased business competitiveness. Grouping the factors influencing
a company's financial performance according to the elements of the business model dimensions
makes it possible to understand the profit generation mechanism.

Despite the fact that balanced financial growth can only be achieved through the interaction of
all elements of the business model dimensions, combining and adapting their different
digitisation options, the digitisation of elements of the value proposition dimension has a

greater economic impact at lower levels of digitisation, with an impact on revenue growth.

The research results have been presented in seven publications, six of them in well-established

peer-reviewed scientific journals, and indexed in SCOPUS and WEB of Science, and two in

refereed conference abstracts. The results of the author's work have been presented at eight

conferences, and the author has participated in two scientific and research projects and one business

project.

Scientific publications

1.

Kasperovica, L., Lace, N. (2019). Business Model Transformation and Business Viability. Case
of Yellow Pages. Proceedings of the 23rd World Multi-Conference on Systemics, Cybernetics
and Informatics (WMSCI 2019): Vol.3, United States of America, Orlando, 6-9 July 2019.
Winter Garden: International Institute of Informatics and Systemics (IIIS), 2019, pp. 19-24.
ISBN 978-1-950492-10-7 (Scopus).
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. Bistrova, J., Lace, N., Kasperovi¢a, L. (2021). Uznémuma krizes noturiba un konkurétspgja.
No: Latvijas Tautsaimniecibas pandémijas énd un péckrizes izraviena iespéjas. I. Steinbuka
red. Riga: LU Akadeémiskais apgads, 2021. 104.—-127. Ipp. ISBN 978-9934-18-687-5. e-ISBN
978-9934-18-690-5. Available: DOI: 10.22364/Itpepii.

. Bistrova, J., Lace, N., Kasperovica, L. (2021). Enterprise Crisis-Resilience and
Competitiveness. Sustainability, 2021, Vol. 13, No. 4, Article number 2057. e-ISSN 2071-
1050. Available: doi:10.3390/sul13042057 (WEB of Science).

. Kasperovica, L., Lace, N. (2021) Factors Influencing Companies’ Positive Financial
Performance in Digital Age: A Meta-Analysis. Entrepreneurship and Sustainability Issues,
2021, Vol. 8, No. 4, pp. 291-311. e-ISSN 2345-0282. Available: doi:10.9770/jesi.2021.8.4(17)
(WEB of Science).

. Kasperovica, L., Lace, N., Ciemleja, G.,Tesarova, M. (2022). Digital maturity and value
capture of small and medium-sized enterprises. In: 13th International Multi-Conference on
Complexity, Informatics and Cybernetics (IMCIC 2022): Proceedings, United States of
America, Orlando, 8-11 March 2022. Virtual, Online ASV: International Institute of
Informatics and Cybernetics, II1C, 2022, Pp- 159-164. Available:
doi:10.54808/IMCIC2022.02.159 (Scopus).

. Bistrova, J., Lace, N., Kasperovica, L. (2024). Start-up Support Efficiency Assessment. In: 15th
International Multi-Conference on Complexity, Informatics and Cybernetics (IMCIC 2024):
Proceedings, United States of America, Orlando, Florida, 26-29 March 2024. Winter Garden:
International Institute of Informatics and Systemics (IIIS), 2024, pp. 185-191. ISBN 978-1-
950492-78-7. ISSN 2771-5914. Available: doi:10.54808/IMCIC2024.01.185 (Scopus).

. Kasperovica, L., Lace, N., Ciemleja, G. (2024). Factors Influencing Positive Financial
Performance: The Assessment Given by Latvian Companies. In: /5th International Multi-
Conference on Complexity, Informatics and Cybernetics (IMCIC 2024): Proceedings, United
States of America, Orlando, 2629 March 2024. Winter Garden: International Institute of
Informatics and Systemics (IIIS), 2024, pp. 192—199. ISBN 978-1-950492-78-7. ISSN 2771-
5914. Available from: doi:10.54808/IMCIC2024.01.192 (Scopus).

Refereed conference abstracts

. Kasperovica, L., Lace, N. (2019). Uznémgjdarbibas pozitivo finanSu rezultatu (pelnu)
ietekmgjosie faktori digitalizacijas laikmeta. In: Scientific Conference on Economics and
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Entrepreneurship SCEE '2019: Organized within the 60th International Scientific Conference
of Riga Technical University: Book of Abstracts, Latvia, Riga, 11-12 October 2019. Riga: RTU
Press, 2019, pp. 39.-39. ISBN 978-9934-22-368-6. ISSN 2256-0866.

2. Lace, N., Kasperovica, L. (2021). Development of a Methodology for Determining the Digital

Maturity of a Company. In: 18th International Scientific Conference “Perspectives of Business

and Entrepreneurship Development: Digital Transformation for Business Model Innovation:

Economic, Management, Finance and System Engineering from the Academic and

Practitioners’ Views”, Czech Republic, Brno, 16—17 September 2021. Brno: Brno University
of Technology, 2021, pp. 52-52. ISBN 978-80-214-6004-1.

Participation in scientific and research projects

1. VPP reCOVery-LV (Project No. VPP-COVID-2020/1-0010), under “Assessing the crisis

resilience of Latvian companies, and ways to improve them.”.

Key responsibilities:

establishing criteria for selecting financial and other business data for companies and
selecting data from the Firmas.lv portal for the period 2015-2019; 24,750 companies are
included in the data selection;

participation in the development, mailing, data processing and conclusion formulation of the
questionnaire "Study of the impact of the Covid-19 pandemic on Latvian companies and the
possibilities of preventing its negative consequences".

Evaluation of the intermediate results of the measure “Support to Social Entrepreneurship”
and development of proposals to improve the legal framework and support", identification
number: LRLM2020/32-4-09/3ESF, commissioned by the Ministry of Welfare of the
Republic of Latvia, executed by Oxford Research Baltics Ltd, Riga, 2021
https://www.Ilm.gov.lv/lv/media/14466/download.

Key responsibilities: invited expert on Financial Sustainability and Growth Analysis of Social

Entrepreneurship

in the section on “Characteristics of Latvian social enterprises” (selection methodologies,
characteristics of enterprises, economic performance, main conclusions and proposals);

in the section “Assessing the social impact of Latvian social enterprises” (contributing to
developing impact measurement criteria, analysing social enterprise reports and assessing
impact).
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Other projects

Management of the project implementation November 2021 — December 2023, “Digitalisation of

home care process management and business operational processes”, European Social Fund (ESF)
project identification No. 9.1.1.3/15/1/001. The project has been developed, and funding of EUR
202,164 was obtained in November 2021.

The results of the research have been presented at international scientific conferences.

L.

RTU 59th International Scientific Conference “Scientific Conference on Economics and

Entrepreneurship” (SCEE’2018) held in Riga, Latvia, October 18, 2018. Presentation

“CLASSIFICATION OF ELEMENTS OF SME’S BUSINESS MODELS AND

POSSIBILITIES OF THEIR DIGITALIZATION. THEORETICAL ANALYSIS”.

RTU 60th International Scientific Conference “Scientific Conference on Economics and

Entrepreneurship” (SCEE’2019) held in Riga, Latvia, October 11-12, 2019. Article in

conference proceedings “Uznémgjdarbibas pozitivo rezultatu (pelnu) ietekmgjosie faktori

digitalizacijas laikmeta” and presentation.

RTU 61st International Scientific Conference “Scientific Conference on Economics and

Entrepreneurship” (SCEE’2020) held in Riga, Latvia, October 16, 2020.

Presentations:

- J. Bistrova, N. Lace, L. Kasperovi¢a, “Analysis of the companies’ financial and economic
robustness”.

- J. Bistrova, N. Lace, K. Oganisjana, K. Kozlovskis, L. Kasperovi¢a, G. Cemleja, T.
Laizans, 1. Zumente, “Research on the impact of problems caused by COVID-19 on the
Latvian enterprises and opportunities for overcoming the negative consequences”.

SOI & Riga Technical University 2021 Conference, July 12—15, 2021, Special Session 14.

Innovation Diversity for Emerging Economies. Presentation: Ludmila Kasperovica, Natalja

Lace “Digital maturity and value capture of Small and medium-sized enterprises”.

18th International Scientific Conference “Perspectives of Business and Entrepreneurship

Development: Digital Transformation for Business Model Innovation: Economic,

Management, Finance and System Engineering from the Academic and Practitioners’ Views”,

Brno University of Technology, Czech Republic, Brno, September 16—-17, 2021. Presentation:
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Natalja Lace, Ludmila Kasperovi¢a “Development of a Methodology for Determining the
Digital Maturity of a Company”.

6. RTU 64th International Scientific Conference “Scientific Conference on Economics and
Entrepreneurship” (SCEE’2023), Riga, Latvia, October 12, 2023. Presentation: “Faktori, kas
ietekm@ uznémuma pozitivo finansu rezultatu (pelnu) digitala laikmeta”.

7. 15th International Multi-Conference on Complexity, Informatics and Cybernetics,
(IMCIC2024), International Institute of Informatics and Systememics, March 26-29, 2024.
Presentation: “Factors Influencing Positive Financial Performance: The Assessment Given by
Latvian Companies”.

8. SOI & Riga Technical University 2024 Conference, 9-12.07.2024, Special Session Business
Model Innovation for Responsible Consumption and Production. Presentation: Ludmila
Kasperovica, Natalja Lace, Guna Ciemleja “Company’s digital maturity and its sustainability:

the development of methodology”.

The Thesis consists of four chapters.

In Chapter 1, the author researches the theoretical underpinnings of corporate financial
resilience and describes the general global business environment in the digital age. Then, the author
describes commercial activity in Latvia by analysing financial data of statistical capital companies
for five years, from 2018 to 2022, and their dynamics in the corresponding period under the
influence of external factors.

Chapter 2, the author initially identifies factors influencing positive financial performance of
businesses in the digital age, based on a systematic literature review and qualitative content analysis
of selected sources. In order to determine the relevance of the selected factors in the context of the
topic under study, the selected factors have been grouped into categories. Using statistical meta-
analysis techniques, the proportional weight of each category in the context of the research question
was determined. Using articles indexed in the Web of Science database and bibliometric analysis,
the factors identified in the literature review were further confirmed and extended. To assess the
practical impact of the identified factors on the commercial activity of small and micro-capital
companies, the author conducted a survey of Latvian entrepreneurs. In addition, a sample was

selected to check whether the world's large companies mention these factors in their strategies in
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their non-financial reports and whether the priority given to the factors differs from the findings of
the survey of Latvian entrepreneurs.

In Chapter 3, the factors are grouped using the structure of the universal business model — value
proposition, value creation, and value capture — to assess the practical impact of the selected factors
on the profit generation of the company. The chapter assesses the importance of the identified
factors, interpreting them using the structure of the universal business model, and determines their
impact on different business activities: 1) electronic commerce (e-commerce) as a revenue channel,
2) the impact of disruptive innovation on information product development and revenue retention;
3) the impact of digitisation of delivery and communication networks on service quality
improvement and cost reduction.

In Chapter 4, the author provides a theoretical background for assessing the digital maturity of
capital companies. To analyse the correlation between the digital maturity of Latvian capital
companies and their financial result, a questionnaire was developed and used for self-assessment
interviews to determine companies' digital maturity levels. The questionnaire is structured around
the dimensions of the universal business model. The qualitative content of the questionnaire
structure is based on seven different methodologies for measuring the digital maturity of
companies, which have been explored in the literature review. Using the questionnaire, structured
self-assessment interviews were held with Latvian entrepreneurs between June 2021 and early 2023
to determine the digital maturity of the companies they operate. The impact of the digital maturity
of the companies was linked to a balanced financial growth analysis carried out using the
respondents' financial statement data for 2021-2022. The situation analysis searched for

correlations between the respondents' survey data and their financial indicators.
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The main scientific developments

1. Latvian commercial activity in the digital age

The chapter contains 17 pages, four tables, seven figures, and four formulas.

Considering that Latvia is recognised as a country whose business structure consists mainly
of small and micro-capital companies, to assess their financial health and balanced financial
growth, based on the data provided in the 2021 annual reports of companies (Firmas.lv, 2024), a
dataset was created that includes information on 19,721 capital companies and accounts for
25.34 % of all capital companies. The selected dataset contains financial information extracted and
aggregated from annual reports from 2018 to 2022.

The analysis of five years of financial statement data for the selected companies shows that
several external factors operating in the relevant selected period had a significant impact on the
financial results of entrepreneurship.

Changes to the Enterprise Income Tax Law (Enterprise Income Tax Law, 2017) in 2018
are noted as positive. As of 2018, the taxable base for enterprise income tax is distributed profits,
while profits reinvested for business development are not taxable, but the above data shows that
around 20 % of small and micro-capital companies will not be able to benefit from this provision
due to losses.

In 2020, the COVID-19 pandemic sharply dropped companies' key financial indicators —
revenue, profits, and profitability. Almost all sectors were affected, except medicine,
pharmaceuticals, and agriculture, with the most significant drop in revenues in the tourism,
hospitality, and entertainment industries. The COVID-19 pandemic in 2022 was followed by a
sharp rise in energy prices due to the war in Ukraine and the inevitable high inflation rate (Inflation
Calculator, 2024). The apparent increase in revenue in 2022 is mainly due to the sharp increase in
general prices, while expensive inputs did not contribute to the increase in profitability of the
business. Even though companies are generally profitable, most have unbalanced financial growth,
meaning that revenue growth is faster than profit growth.

An analysis of the financial statement data shows a 6.64 % drop in revenue in 2020
compared to the previous year, 2019, while in 2021, revenue increased by 11.49 % compared to
the previous year, 2020, reaching EUR 19,727,848 thousand. In 2019, the increase was 18.61 %
compared to the previous year, 2021, reaching EUR 23,398,722 thousand, and in 2022, 18.61 %
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compared to the previous year, 2021, reaching EUR 23,398,722 thousand. The sharp increase in

revenue in 2022 led to a decrease in the business's profitability from 9.86 % in 2021 to 9.54 % in
2022 (Fig. 1.1.).

25 000 000 10.50%
10.00%
&4 20 000 000
= 9.50%
5 15 000 000 000%
2 Z
= 10 000 000 8.50% £
§ 8,30% 8.00% &~
5 5000000
7.49% 7.50%
0 7.00%

2018 2019 2020 2021 2022

revenue = profitability, %

Fig. 1.1. Enterprises' revenue and profitability from 2018 to 2022 (created by the author using the

Firmas.lv database).

The Latvian business environment is characterised by a lack of capacity to invest in research
and development among Latvian enterprises, predominantly small and micro-capital companies.
The percentage of innovative enterprises in Latvia is one of the lowest in the EU. The development
of digital enterprises in Latvia is below the EU average.

The analysis shows that today, there are a series of risks, acting sequentially or
concurrently, that affect the sustainability of a business. However, there is no unified approach to
overcoming the negative impact of these risks, regardless of the sector or the lifetime of the
business.

Supporting the resource-poor segment to organise efficient business management using
modern high-tech tools, the study proposes solutions and ways to promote efficient business

management and achieve positive financial performance in the digital age.
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2. Identification of the factors influencing the positive financial
performance of capital companies in the digital age

The chapter contains 37 pages, six tables, and 18 figures.
In order to identify the factors influencing the positive financial performance of small and
micro-capital companies in the digital age, a sequential study was conducted using the methods

shown in Fig. 2.1.

1. Identification of the factors. Literature analysis

Bibliometric analysis

A systematic review Qualitative content e .
. of scientific articles
of the sources of ~—» analysis of selected —» . .
e indexed in Web of
scientific literature sources

Science

v

2. Exploring the practical impact of the factors identified

Analysis of non-financial reports of
Survey of Latvian entrepreneurs large companies and corporations
worldwide

v

3. Identifying priority factors

Fig. 2.1. Steps and methods used in factor analysis (created by the author).

The first step in identifying and conceptualising these factors is a literature review. The
initial phase of the study involved a systematic literature review and a qualitative content analysis
of'the selected sources, and the factors identified were further validated and expanded using articles
indexed in the Web of Science database using bibliometric analysis.

Thirty-three factors that the authors consider important in developing a sustainable and
profitable business are identified in the literature review. Based on the content analysis of the
sources, the most frequently mentioned factors influencing positive business performance are
summarised in Table 2.1, which shows the frequency with which these factors are mentioned in
the sources studied. The selection of factors has been grouped based on the area in which they have

an impact.
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Table 2.1

Summary of factors influencing a positive business outcome (created by the author)

Total
Number of L GG
Categories Groups Factors factors fact.ors
mentioned mentloned
in sources,
times
1 2 3 4 5
Automation | Automation and intelligent processes 3
Non- Digital network 7
. gital networ
ﬁn.ar.mlal Business ecosystem 8
digital .. Partnership and alliances 13
Digital ; .
network Own an online digital platform 4
Sales channels through the online 4
environment
Third-party online digital platform 5
Business model digital transformation 6
Digital Digital maturity 4
development | Digital literacy of company 6
employees
Digital data | Data-based management 7
Non-financial digital category, total 11 67
Outsourcing 5
Dynamic technological progress 8
Recognition of existing innovations 7
Non- Innovation at the multi-dimensional 1
; . level
ngr??cﬁ;l;;l tthu;‘llll;iynzsfS The time effc?ct of innovation 6
organisation implementation
Customer feedback 1
Quality 2
Research and development 9
Unique selling points 2
Social aspect 1
Competitive threats beyond the 3
company’s industry boundaries
A more sustainable, innovative and 2
expensive product
Disruptive | The interactive effect of physical )
innovation | products and service offerings
New-market disruptive products 1
Servitisation strategy 9
Discount prices at the low end of the 3
market
Non-financial non-digital category, total 16 62
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Table 2.1 continued

1 2 3 4 5
New pricing concepts 3
Revenue items | Revenue growth as a determining 5
factor
Transformation of fixed costs into 3
Financial Cost items variable costs by digitisation
Cost savings through digitisation 10
. . Limited time to make a profit 4
Financial result ; - -
Reducing costs by increasing or
as a whole I 5
maintaining revenue
Financial category, total 6 30
Total 33 159

The factors that influence digital innovation are grouped under the non-financial digital
category, which includes the following groups: automation, digital data, digital communication
networks (adapted from Schallmo et al. (2017, p. 17)), and digital development. The other factors
in the non-financial category that are not related to digitalisation (non-financial non-digital factors)
are grouped into two groups, one according to the characteristics of the quality of business
organisation, and the other resulting from disruptive innovation. The financial category, on the
other hand, includes factors through which profit strategies are implemented by improving the
revenue/cost structure.

Non-financial digital category

Digitalisation is a new source of innovation in business models, contributing to greater
business competitiveness and increased profits for individual companies (Dehning et al., 2003,
p. 20).

Within the non-financial digital category, the most frequently mentioned group of factors
is the digital communication network. The digital communication network creates new
communications for companies, both with customers, expanding the possibilities to present their
products, as well as expanding and facilitating product ordering, and with suppliers and other
partners (Raymond et al., 2016, p. 14; Mikusz, 2017, p. 10; Kohler, 2008, p. 15), forming a business
ecosystem. The business ecosystem consists of individuals, organisations, public authorities and
the rules that enable a company to interact with its customers, competitors, the media and others
(Moore, 1996, p. 297; 1996, p. 29; Lusch & Nambisan, 2015, p. 12). The ecosystem is not based
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on a core company; different companies can operate in the same ecosystem, adapting their different
business models to develop the ecosystem (Zott & Amit, 2013, p. 9). One company can be part of
several ecosystems, including its partners, suppliers, and customers (Paulus-Rohmer et al., 2016,
p. 6). However, the exchange of services in an ecosystem is not effective without a service platform
that helps to collect and distribute resources as a result of their efficient interaction (Lusch &
Nambisan, 2015, p. 12). Platforms bring together several consumer groups and create value only
on the basis of the mutual interests of the consumer groups. With the two-sided network effect, the
value of the platform increases if the platform meets demand from both sides and the number of
users on the network increases (Eisenmann et al., 2006, p. 11). Contemporary technologies — cloud
computing, broadband, sensor technology — help businesses to build their own platforms with
integrated e-commerce capabilities, as well as to use third-party (Paulus-Rohmer et al., 2016, p. 6).
For example, the Alibaba platform helps small businesses adapt to the fast-changing rules of the
digital world (Li et al., 2018, p. 29), allowing them to go beyond the local market to the
international market. By synchronising data across platforms, ecosystem actors build partnerships
and alliances (Dehning et al., 2003, p. 20; Seelos, Mair, 2007, p. 15; Nosratabadi et al., 2020, p.
33), increasing sales (Dehning et al., 2003, p. 20), achieving social, environmental and economic
benefits at the same time (Nosratabadi et al., 2020, p. 33). For example, publishers use traffic from
other publishers' websites to increase their own popularity (Viljakainen et al., 2013, p. 24). Mobile
or wired networking of the entire value chain using high-speed broadband communication enables
supply chain synchronisation, reducing production time and innovation cycles (Schallmo et al.,
2017, p. 17).

The main objectives of digital transformation are to capture new data and to use this data
to update old processes (Schallmo et al., 2017, p. 17). The digital data group of factors enables
data-driven governance. The collection, processing, and analysis of digitised data facilitate and
improve management forecasts and decisions, creating a profitable business (Schallmo et al., 2017,
p- 17). Digital transformation is changing the business organisation from defining processes to a
data flow management concept (Bendor-Samuel, 2017, p. 3; Schallmo et al., 2017, p. 17). New
state-of-the-art analytical tools integrated into the business model provide a wide range of data
analysis capabilities (Ko6hler, 2008, p. 15), providing information on products, customers, and key
business units (Christensen, 2003, p. 311). For example, data analysis in pricing policy allows one
to find an appropriate markup with a small price increase, which, with a significant amount of
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turnover, significantly increases profits without losing market size (Mazouni, 2013, p. 2). Reports
generated using data from third-party platforms provide information on customer behaviour and
product demand (Li et al., 2018, p. 29). All this new data generates new knowledge and offers the
opportunity to make businesses more efficient and replace labour resources through automation,
significantly reducing costs (Dehning et al., 2003, p. 20; Schallmo et al., 2017, p. 17).

The digital development group includes the business model, digital transformation, and use
of new tools and technologies. These tools require digital literacy of company employees —
knowledge of data collection, processing, calculation, and evaluation (Schallmo et al., 2017, p. 17;
Weill et al, 2002, p. 9; Remane, 2017, p. 11). An effective digital culture drives digital
development at different stages of an enterprise's digital maturity (Kane et al., 2016, p. 28).

The automation group of factors includes using different technologies to create automated
processes. Robotic process automation (RPA) (O'Leary, 2023,10) is a combination of classical and
artificial intelligence technologies that enable autonomous work and self-organising systems. This
reduces errors, increases speed, and reduces operating costs (Schallmo et al., 2017, p. 17).
Non-financial non-digital category

The objective of the commercial activity is to achieve a return on investors' capital
investments in the short, medium, and long term through the efficient use of resources. Managers
are also tasked with generating value from non-financial capital such as employees, trademarks,
and natural resources (Association of Chartered Certified Accountants (ACCA), Netherlands
Institute of Chartered Accountants (NBA), 2013, 29), as well as operational measures such as
quality, meeting project deadlines, on-time delivery (Fullerton & Wempe, 2009, p. 27). The digital
environment and the non-financial digital factors described above also directly impact the
qualitative organisation and management of the business.

The non-financial, non-digital category factors were selected in the quality of the business
organisation group and the disruptive innovation group.

Quality of the business organisation

Doing research has been named as one of the important factors driving business support.
Businesses invest in research both directly, through knowledge creation, and by adapting
innovations already on the market to their industry (Raymond et al., 2016, p. 14; Cohen &
Levinthal, 1990, p. 25; Remane, 2017, p. 11; Mikusz, 2017, p. 10; Malmmose & Lueg, 2014, p.
14). The dynamic impact of technological advances requires regular refinement of the company's
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business model to maintain a positive financial result (Linder & Cantrell, 2001, p. 15). By
modifying their business model, companies adapt solutions from other companies' business
models, combining them (Remane, 2017, p. 11; Linder & Cantrell, 2001, p. 15) and making
innovative changes at the level of different dimensions (Kohler, 2008, p. 15), creating a unique
product (Paulus-Rohmer et al.,, 2016, p. 6). Business support functions, such as logistics,
accounting, and IT, should be outsourced, as it is usually difficult to plan the number of staff with
the right skills for support functions (Kéhler, 2008, p. 15; Ekundayo, 2019, p. 8). Digital platforms
enable companies' customers and partners to interact with each other, thus enhancing product
uniqueness and existing product quality (Linder & Cantrell, 2001, p. 15). Customer feedback also
supports product uniqueness and quality maintenance (Seelos & Mair, 2007, p. 15). The
development of an innovative business model should be accompanied by tasks and decision-
making that are linked to each other in a logical and temporal context. Time, finance and quality
are the key success factors that influence the viability of each project (Christensen, 2003, p. 311).

Disruptive innovation. Innovative development can work in two ways: as innovation for
the company's sustainability, improving existing products that can be sold at a higher price and
attract more customers, or as disruptive innovation (Christensen, 2003, p. 311). Disruptive
innovation leads to alternative products that are much cheaper, easier to use, and partly or fully
replace the existing products. Disruptive innovations do not try to create better products; they
introduce new products that are not currently on the market (Linder & Cantrell, 2001, p. 15;
Christensen, 2003, p. 311). At the same time, for one business, it may be a disruptive innovation,
while for another, it may contribute to sustainable development (Christensen, 2003, p. 311).
Strategic changes in the industry today often come from a completely different sector and lead to
changes in cooperation policies and competition rules (Kita & Simberova, 2018, p. 15). Digital
technologies have profoundly impacted the economy, changing how businesses interact with each
other, customers, and other business partners. They created an innovative environment where
companies operated at a higher level — faster, cheaper, smarter — and had many new business
opportunities (Lumpkin & Dess, 2004, p. 13).

The innovative approach to market expansion no longer supports traditional market
segmentation methods, where product and customer are the key attributes. However, it focuses on
the product in the circumstances in which customers are located rather than on the customers
themselves (Hackos, 2003, p. 3) and the benefit as a result (Mikusz, 2017, p. 10; Hackos, 2003,
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p. 3). This approach proposes a new business model construct based on a service-dominant
approach (Raymond et al., 2016, p. 14; Mikusz, 2017, p. 10; Hackos, 2003, p. 3; Ekundayo, 2019,
p. 8; Viljakainen et al., 2014, p. 24; Kotarba, 2018, p. 20; Lusch & Nambisan, 2015, p. 12), in
which customers are analysed as value co-creators rather than as sales targets (Mikusz, 2017,10).

The ability of an organisation to convert customer expectations contained in data into the
development of a product or service for which the customer will pay if his expectations are met
(Raymond et al., 2016, p. 14, Mikusz, 2017, p.10), is supported by a service-dominant logic
(Mikusz, 2017, p. 10) and a servitisation strategy (Moser, 2018, p. 117; Kosaka, 2012, p. 21).
Product servitisation refers to two different types of resources — operands and operants (Rafati &
Poels, 2014, p. 9; Lusch & Nambisan, 2015, p. 12; Mikusz, 2017, p. 10). Operational resources are
usually tangible resources that require some action to be valuable. Operant resources are usually
intangible (Mikusz, 2017, p. 10) and dynamic resources that can act on operands and other operant
resources, such as knowledge. According to the evolution of servitisation products, value can only
be derived from operational resources, which can be transmitted directly or through operand
resources. This means the physical good remains only as a service distribution mechanism (Mikusz,
2017, p. 10). The implementation of digitalisation and a service-based approach also includes
possible integration with partners (Schallmo et al., 2017, p. 17), value co-creation, and resource
integration. The value proposition mediates the continuous interaction between value creation and
resource integration (Fullerton & Wempe, 2009, p. 27).

Financial category

Revenue items. Revenue growth remains the key to sustaining profits (Dehning et al.,
2003, p. 20; Seelos & Mair, 2007, p. 15). When planning their business strategies, the authors
recommend developing multiple revenue streams simultaneously, targeting both the rich and the
low end of the consumer spectrum (Seelos & Mair, 2007, p. 15; Christensen, 2003, p. 311). A
common revenue-raising technique is to generate revenue from selling large volumes of low-priced
units (Viljakainen et al., 2013, p. 24). This technique is widespread in information product sales
strategies. Pricing policies for information products also provide for a wider price range by adding
a variable component to the fixed part of the price, depending on the volume of use of the service,
without limiting the time ofuse (subscription fee) or a dynamic pricing policy by adding additional

values to the essential product (Viswanathan & Anandalingam, 2005, p. 18; Kotarba, 2018, p. 20).
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The above pricing policy can also be applied to other product offerings, such as tourism, insurance,
and other sectors.

Cost items. With the introduction of digitalisation, the authors identify cost reduction as
one of the fundamental modern trends, primarily the reduction of fixed costs (Dehning et al.,
2003, p. 20; Joseph, 2018, p. 12; Ainin, 2015, p. 18). In order to achieve an efficient cost structure,
it is necessary to replace operational fixed costs with variable costs (Paulus-Rohmer et al., 2016,
p. 6; Schallmo et al., 2017, p. 17). Outsourcing, virtual workers, and robotisation of processes are
ways to adapt costs to changing workloads (Kohler, 2008, p. 15; Hackos, 2003, p. 3).

Financial result as a whole

Limited time to make a profit. Dynamic technological progress is forcing companies to
innovate their business model through research. Innovation leads to higher profits as long as the
innovation does not become a regular practice (Dehning et al., 2003, p. 20). Disruptive innovation
is influenced by the digital transformation of the business model, and it should be noted that the
profit generation mechanism also worked according to a new formula (Christensen, 2003, p. 311).
Strategies that give a positive financial result quickly should be chosen wherever possible, whereas
investing for long-term returns nowadays means choosing the wrong strategy (Christensen, 2003,
p. 311).

Reducing costs by increasing or maintaining revenue. Profit maximisation is often
perceived in practice as cost-cutting. However, profit maximisation is the ability of a company to
maximise profit by maximising revenue through more efficient use of resources (Ekundayo, 2019,
p. 8). It is advisable to achieve an optimal expenditure/revenue balance by searching for efficiency
gains (achieving a better result) rather than simply looking for ways to reduce expenses in isolation
(Viljakainen et al., 2013, p. 24).

In order to assess the practical impact of the identified factors, the second step involved a
survey of Latvian businesses on the importance of the factors in their business experience and, in
addition, a sample of large global companies and corporations based on their non-financial reports
to see whether they take the identified factors into account in their strategies. Data was extracted
from the Integrated Reporting Examples Database (IFRS Society, 2024), a public reporting
platform for the analysis of large world companies.

77 representatives of limited liability companies (LLC) took part in the survey. The
selection of respondents and the analysis of their responses were carried out using iterative
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sampling (Busetto et al., 2020, p. 10; Dunwoodie et al, 2022, p. 26), whereby a preliminary data
analysis was carried out at intermediate stages of the data collection process, the data collection
process continued until it was determined that further data collection was not appropriate. A data
saturation point was reached where no further insights could be gained from the data, and the
sample was able to answer the research question, so that further data collection no longer provided
new insights (Busetto et al., 2020, p. 10; Dunwoodie et al., 2022, p. 26). The survey of Latvian
businesses confirmed the practical relevance of the identified factors in Latvian commercial
activity. However, four respondents from different sectors commented that digitalisation and the
factors mentioned in the questionnaire had no practical impact on the financial result of the
business, but that the business result was determined by the professionals working in their field.
Respondents are more concerned about the fact that large corporations are gradually shutting small
businesses and artisans out of the market. Respondents are also concerned about the risk of digital
fraudsters.

The financial category was ranked as the top priority by respondents. The author attributes
the leadership of the financial category to the survey's focus on profit, which is more clearly
indicated by the financial category factors.

In the TOP 10 ranking of the non-financial category, 70 companies (90 % of all
respondents) indicated that product and service quality is the most important factor in achieving a
positive financial result from their business activities. The factor of recognising existing
innovations and integrating them positively into their business was noted by 53 respondents. The
comments point out that it is important to have as broad an understanding as possible of the market
and general trends in society, politics, big business, and the global economy. Before implementing
any innovation or digital solution, time must be spent researching and configuring the right solution
for the company. 44 questionnaires highlighted unique selling points as important and created a
personalised offer for each customer. The respondents attribute a significant impact to the digital
maturity of the company (the factor mentioned in 40 questionnaires). In contrast, respondents
commented that sometimes, a disproportionately large investment in the company's revenues is
required to fully implement the digitalisation of the business model. In addition, not only that the
company's digital maturity is important, but also the ability of customers and product consumers
to use digital tools, search and order products on e-commerce sites, and follow available data
analytics. While noting the significant impact of the digital literacy of employees factor (the faactor
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mentioned in 39 questionnaires), respondents also pointed to a lack of talent in the labour market.
In contrast, existing employees lack motivation and fear using new digital tools. Noting the
significant impact of the customer feedback factor (the factor mentioned in 39 questionnaires),
respondents commented that in today's digital world, a brand's success depends on customer trust
and loyalty; one negative review or statement on digital channels can damage a company's
reputation and reduce sales in several ways. To compensate for one negative review, it is necessary
to get several positive reviews. Even though the questions about the use of digital communication
network (external and internal communication tools) and the use of third-party digital platforms
were generally not prioritised by respondents, several comments noted that up-to-date information
about companies and the products they offer should certainly be continuously available online, as
well as on social networks. Keeping up-to-date not only helps to market the product but also to
raise the company's profile in the labour market.

Several respondents' comments are consistent in their view of the impact oftoday's dynamic
environment and, therefore, of the time factor as a determinant in adopting digital solutions for
products and processes in service and service delivery, cash collection, and speed of payment.

In addition, a partially different approach to the importance of the identified factors in
assessing large global companies compared to the assessment of Latvian companies is found. The
information revealed in the integrated reports of a selection of 94 large world companies shows
that digitisation and the digital transformation of the business model are the way of the future for
business. Sustainable business development strongly focuses on process automation and the use of
artificial intelligence, the development of innovative products, the conduct and use of research for
business development, digital platforms, partnerships, and alliances created and used by actors in
business ecosystems.

Both large global companies and Latvian entrepreneurs note that the quality of products
and services is paramount in building a sustainable and profitable business. Digital literacy of
employees, use of digital sales channels for products/services, and data-based management are

noted by both groups as important (Fig. 2.2).
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large global companies TOP B Latvian companies TOP

Fig. 2.2. Summary of priority factors in the assessment of the world's large companies and

Latvian companies (created by the author).

In order to analyse the practical performance of the selected factors, the identified factors
were grouped and interpreted based on the universal business model framework, which was used
to explore the importance of the identified factors and their impact on three different independent

business sectors.
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3. Assessment of the impact of the identified factors on commercial
activity

The chapter contains 48 pages, seven tables, 28 figures, and one formula.

Grouping of the identified factors and their interaction according to the structure of the
universal business model

In recent years, the concept of business model (BM) has become popular and has been the
subject of several academic and applied studies (Chesbrough, 2010, p. 10; Burkhart et al., 2011, p.
19; Batocchio et al., 2016, p. 24; Clauss, 2017, p. 19; Christensen, 2003, p. 311; Zott et al., 2011,
p- 24; Osterwalder & Pigneur, 2002, p. 5).

Clauss (2017, p. 19), summarising definitions provided by scholars, considers business
models as a form, framework, or template for companies to manage and develop their business
holistically and at a system level.

A key feature of the digital age is the unpredictable and disruptive combination of new
technologies and markets (Reis et al., 2018, p. 11), and without dynamically adapted BM (Lee et
al., 2018, p. 24), business growth is not possible (Reis et al., 2018, p. 11).

Many scholars consider that BM integrates three key aspects of business: value
proposition (VP), value creation (VC), and value capture and retention (VCp) (Clauss, 2017,
p- 19). Value retention includes financial (Clauss, 2017, p. 19) and, in the author's view, non-
financial aspects. BM is a conceptual tool that encompasses a set of elements and their interactions
and reflects the business logic of each specific company (Osterwalder & Pigneur, 2002, p. 5)
(Fig. 3.1).

Value
proposition
(VP) Value capture (VCp)
Factors driving business support ‘

Value Non-financial

. Financial

creation Digital | Non-digital categor

(VC) category category gory

Fig. 3.1. Grouping of factors driving business support, based on the BM structure (created by the

author).
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The value proposition dimension includes a set of solutions for the company's customers (Clauss,
2017, p. 19). It defines who the company's customers are, what product is offered to them, who
the main consumers of the product are, pricing policy and communication, including distribution
channels and marketing activities. The successful interaction of all value proposition elements
shapes the company's revenue stream (Clauss, 2017, p. 19). The value creation dimension describes
how and by what means companies generate value and create value chains (Clauss, 2017, p. 19),
with which resources, competencies, and processes. The choice of value-creation elements in each
specific BM impacts the level and structure of costs (Clauss, 2017, p. 19). The financial dimension
of the value capture dimension determines how the value proposition will be converted into
revenue, the cost structure, and the profit generation mechanism, while the non-financial dimension
offers a set of factors driving business support that contribute to a positive financial result. Creating
a sustainable and profitable BM in the digital age is only possible through integrating all BM
dimensions and combining and adapting different profit strategies (Kohler, 2008, p. 15). In order
to assess the practical impact of the 33 factors identified in the previous section (see Table 2.1) on
business revenues, costs and the overall maintenance of a positive financial result, the factors were

grouped and interpreted using the BM structure (Fig. 3.2).
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Fig. 3.2. Factors driving business support are interpreted in detail using the structure of the

business model (created by the author).

There is a growing consensus that BM innovation is the key to business performance. BM
innovation is more than product, service, or technology innovation. Innovation occurs when several
dimensions of a business model are transformed to deliver value in a new way (Gassmann et al.,
2014, p. 387). The term “transformation” defines the degree of strategic change in a business as a
result of innovation (Goerzig & Bauernhansl, 2018, p. 6).

A company's ability to recognise and acknowledge new external knowledge, to acquire,
transform and use it for its commercial purpose is very important for the innovative transformation

of BM.
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BM transformation is about what to do with an old and moribund value proposition and
how to make a breakthrough by generating revenues from new channels. There are two ways to
achieve this balance:

— finding your strong competitive advantage and improving to maintain your existing BM;
— identifying new customer needs in today's environment and creating a start-up that will become
a future source of revenue, integrating it further into the core business (Gilbert et al., 2012, p. 8).

Digitalisation is a new innovation source for BM, making companies more competitive.
Different sectors have different digitisation intensities: 1) fully digital industries based on digital
content and data — software, electronic media, information goods (books, music, videos) on digital
media; 2) sectors still dominated by physical activities are increasingly enabled by information
technology (IT), digital internal and external communication networks — mining, construction,
agriculture, various types of services such as utilities, cleaning, care and others (Moriset, 2018,
p- 17).

Regardless of the digitalisation intent of the sector, a successful digital transformation of
BM can bring benefits such as better insight and reach, higher productivity and the creation of new
business models (Friedrich et al., 2011, p. 24). The digital transformation (DT) framework involves
networking actors such as companies and customers in all segments of the value chain, using new
technologies, and integrating e-business into existing business models. Electronic business (e-
business) is the use of information and communication technology (ICT) to support and develop
all aspects of business, both external and internal (Beynon-Davies, 2013, p. 464). E-business
activities include exchanging information over the Internet, making online payments, expanding
the geography of workplaces, providing more opportunities for outsourcing (Moriset, 2018, p. 17),
and managing and automating business processes (inbound/outbound logistics, production, and
process control operations, marketing and sales, customer service) (Jain, 2021, p. 6).

In order to assess the importance of the identified factors and their practical impact, three
different independent business lines have been selected. They are discussed below using the
universal BM, which includes a set of elements and their interactions and reflects the business logic

of each specific business line.
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The identified factors' importance and practical impact on three independent business lines

1. The impact of online sales channels on revenue growth. Electronic commerce
(e-commerce) solutions in Latvia from 2018 to 2022

The business line describes how online sales channels provide a stable revenue stream.
E-commerce is part of e-business (Kabugumila, 2016, p. 10; Moriset, 2018, p. 17). E-commerce is
the process of selling and buying products online, providing an easy way to sell products to a large
number of customers, and it is divided into several types — business-to-business, business-to-
consumer, consumer-to-business and consumer-to-consumer (Jain, 2021, p. 6; Singh et al., 2021,
8; Kabugumila, 2016, p. 10; Moriset, 2018, p. 17). E-commerce has changed shopping habits —
online traders benefit from low costs, while shoppers can easily access a huge range of products
wherever they are (Moriset, 2018, p. 17). A new type of sales channel in a digital environment,
competing with “physical” points of sale, contributes to the growth of multichannel forms of
commerce (Moriset, 2018, p. 17).

In 1993, with the launch of the World Wide Web (WWW), which provides access to various
web browser resources, the use of its resources began to develop rapidly (A Short History of the
Web, 2024). A huge increase in users opened up the possibility of commercialising websites, giving
rise to a new term for the electronic environment: electronic commerce or e-commerce (Gudele,
2022).

Annual reports of the three major global e-commerce players, Amazon, Alibaba, and eBay,
show that revenue growth is the key factor for sustainable BM in e-commerce (Amazon annual
reports, 2024; eBay annual reports and proxy statements, 2023; Alibaba Earnings and Financials,
2023). With e-commerce platform holders acting as intermediaries between manufacturers, other
suppliers, and the end consumer demand, it is important to maintain a stable profitability ratio
alongside the revenue growth factor. Process automation, staff training, and the time effect of

innovation allow positive financial results to be sustained (Fig. 3.3).
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Fig. 3.3. Amazon, eBay, and Alibaba Group revenue growth rate (%) 20122023 (compiled by

the author using data from Amazon, Alibaba, eBay annual reports).

By analysing the BM, financial and non-financial annual reports of three major players in
the global e-commerce market, the supporting factors driving e-commerce business were identified
and grouped:

— digital non-financial category factors — sales channels through the online environment, own
online digital platform, process automation, digital maturity of the company, and digital literacy of
the company's employees;

— non-digital, non-financial category factors — the time effect of innovation implementation;

— financial category factors — revenue growth as a determining factor, and limited time to make a
profit.

The impact of e-commerce solutions on the revenue dynamics of Latvian businesses is
reviewed below. The dataset selected for the analysis includes 565 capital companies registered in
Latvia (hereafter referred to as e-capital companies), 131 of the included e-capital companies
selected by the industry "Internet shops, indirect trade" (hereafter referred to as e-shops) and 434
of the included e-capital companies whose main industries are different from the industry "Internet
shops", e-commerce acting only as an additional sales channel (hereafter referred to as other e-
capital companies). For a selected dataset for further analysis, financial information has been

extracted from companies' annual reports for the period 2018-2022.
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An analysis of the e-commerce sector of Latvian business reveals that the primary source
of revenue from digital sales channels in a short period has provided a major advantage, ensuring
a rapid increase in revenues in the restrictive environment of the COVID-19 pandemic at a time
when e-commerce channels had not yet been established for other market players. E-shop revenue
grew by 19 % in 2019, by 21 % in 2020, and by 15 % in 2021, in line with other e-commerce
players, and continued to grow in 2022, but only by 2 %. The average revenue growth of other e-
capital companies follows a different trend, with growth in the restrictive environment of the
COVID-19 pandemic similar to the pre-COVID-19 pandemic period, 9 % in 2019 and 8 % in 2020,
with faster growth in subsequent years, 16 % in 2021 and 13 % in 2022 (Fig. 3.4).

25%

20% /\
21% 16%
0,
15% 19% 13%

159
10% 9% 8%

5%
2%

0%
2019 2020 2021 2022

= c-shops other e-capital companies

Fig. 3.4. Growth in e-shops and other e-capital company revenue (%) from 2018 to 2022 (created
by the author using the Firmas.lv database).

Summarising the information on the changes in revenue growth of Latvian e-capital
companies from 2019 to 2022, it can be concluded that the positive impact of e-commerce works
more effectively in combination with other product/service sales channels to ensure sustainable
business development.

2. The impact of disruptive innovation on information product development and revenue
retention

The information products business line describes how disruptive innovations influence

BM's transformation by offering new revenue streams.
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An information good or product (both terms are used in several sources, hereafter
“product”) is generally defined as a product whose main market value is the information it contains
(e.g. books) (Vafopoulos, 2011, p. 136). Digitisation changed the definition of an information
product by separating the information product from the medium of transmission (Vafopoulos,
2011, p. 136). Shapiro and Varim (1999) redefined the information product as follows: anything
that can be digitised is an information product (books, databases, films, music, a website, a stock
quotation) (Shapiro & Varim, 1999, p. 352).

Web technologies make information editable, uniquely definable, and compatible with
almost any digital format. These functions have changed the traditional processes of production,
exchange, and consumption. In just a few years, the web has been transformed into a vast repository
and distribution channel for data and information (Vafopoulos, 2011, p. 136).

In order to assess and track the manifestation of the identified factors, the Yellow Pages
(YP) business line, which is a prime example of the digital transformation of a business model, is
selected as a case study for the transformation of an information product. The evolution of BM in
this particular industry shows that companies that have experienced the disruptive impact of
innovation, which completely disrupted the long-established YP standard, have survived and,
through the digital transformation of their business model, are transforming themselves into strong
players in the digital marketing space, with new sources of revenue.

YP business activities correspond to the NACE Revision 2 statistical classification of
economic activities in the European Community, 73.11 Advertising agency activities (NACE
Rev. 2, 2008).

YP was founded in America in 1886. They are books printed on cheap yellow paper with
telephone and address listings, arranged by business name, and grouped according to the type of
business in a local area (Yellow Pages, 2024; Hyvonen et al., 2002). YP is a particularly important
marketing channel for small businesses that are not able to organise large marketing campaigns to
build a potential “customer portfolio”. YP customers pay for advertising space highlighted among
competitors' free entries.

In the 1990s, with the launch of the World Wide Web (WWW), YP publishers brought their
databases online, creating various local online media directories under the address yellowpages.xx,

which were set up in more than 75 countries around the world (Yellow Pages, 2024). The Internet
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environment has multiplied the number of information users and opened up new marketing
channels for advertisers.

As the usability of Internet resources evolved, the early 21st century saw the emergence of
dominant platform providers — Google, Yahoo, Bing (Eisenmann et al., 2006, p. 11) — dominating
the Internet platform ecosystem, with the advent of a growing number of players that went beyond
the boundaries of the local area, breaking the standards of YP monopoly thinking. Google and its
competitors' search platforms had a disruptive impact by transforming the online media directory
business, including Yellow Pages (Christensen, 2003, p. 311). Starting in 2009, several large
players in the YP market started to announce financial difficulties or bankruptcy proceedings.

The introduction of the Internet into the business has had a disruptive impact on the YP
business model, completely transforming their value proposition to customers, and as a result, the
newly created business model has much more value than in the beginning. The information
advertising product at the basis of YP's business is not a physical product and can therefore be
easily digitised. The role of printers will diminish and no longer be necessary when the media
becomes fully electronic (Smith et al., 1999, p. 34). Thousands of digital copies can be prepared
with one click and quickly sent online (Joseph, 2018, p. 12). The baseline and the transformed
present BM of the value proposition dimension of the YP business model are shown schematically

in Fig. 3.5.
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Fig. 3.5. Evolution of the value proposition dimension of the YP business model (created by the

author).

Changing BM also changes the elements of the YP business model. Evolution of key
elements of YP's value proposition:
— The customer — advertisers dimension remains unchanged; YP is still an important marketing
channel for small businesses.
— The components of the information advertising product, which were originally just address data
units, were modified over time. Compared to printed publications, the Internet does not limit the
number of items of information and allows traders to publish the full range of products,
descriptions, instructions, and price lists. The advantage of the Internet also allows us to publish
the most up-to-date information in real time and to announce current events — price promotions,
events, changes to opening hours, and new price lists.
— Information advertising products — from highlighted lines in print media to popular information
advertising digital products: promotion-marketing products (Google ads, search engine
optimization (SEO), pay per click (PPC) and others); WEB presence products (E-commerce,

webshop solutions development, website and others).
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— Channels for displaying and presenting promotional information products — with the development
of the Internet, the number of devices where information can be accessed online is increasing:
desktops, laptops, tablet PCs, and smartphones.
— The distribution channels for the information advertising product — the distribution of a print run
is replaced by an increase in website traffic and, later, by the expansion of distribution channels in
cooperation with popular websites and digital platforms. The platform concept came as a disruptive
innovation, completely unexpectedly, to several sectors. The platform business is growing rapidly
and starting to dominate the economy. YP companies, on the other hand, strengthened their internal
infrastructure and knowledge base by setting up their own local live media directories, which later
allowed them to easily expand their range of services and provide their clients with digital
marketing services via third-party platforms, in addition to placing advertising on their products.
Digital service platforms in the business ecosystem are powered by a large number of users. Hence
the development of YP web resources, bringing together a large number of companies and
networking users, ensures the sustainability of Google's platform. The business ecosystem makes
competitors partners (Christensen, 2003, p. 311).
Revenue risk

In order to provide the infrastructure for a YP business to exist, the required level of revenue
must be achieved. YP companies identify the decline in revenue from traditional YP print products
as a key operational risk in their 2018 annual reports, while the highly competitive digital marketing
market makes it impossible to forecast revenue from new business (Yellow Pages Limited Reports
& Filings, 2018; Consolidated Financial Statements for the financial year ended 31 December
2018, European Directories Mido S. a. r. ., Luxembourg, 2018). The strategic challenge for YP
companies is to balance the decline in revenue from historic print directories with the new growth

in digital marketing (Fig. 3.6).
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Fig. 3.6. Evolution of YP revenue redistribution (created by the author).

Although digital marketing products are gradually replacing print media, they are not yet
able to fully compensate for the lost revenue from print media, which is declining much faster than
expected. If revenues from digital products do not increase significantly, the company's cash flow,
results of operations and financial position will be negative (Yellow Pages Limited Reports &
Filings, 2018).

With the transformation of the value proposition dimension of BM, the value creation and
cost structure fundamentals are also changing. The key value-creation stages of the YP business
are the sale of promotional information products, the creation and maintenance of a database of
information items, the creation of promotional information products, and the distribution of
promotional information products. The sequencing of these value chains is ensured through the
interaction of external and internal resources, which are effectively balanced, taking into account
the resources and competencies available internally. Technological developments have opened up
new opportunities for innovation in improving value-creation processes, which, from time to time,
have an impact on the value supply chain (Joseph, 2018, p. 12). With the introduction of IT
technologies, there are also risks:

— significant additional costs related to IT investments, modifications of existing products and
development of new products and technologies;
— time effects, as they may not be able to upgrade their information technology systems to

effectively manage increased levels of traffic and may not be able to develop and market new types
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of products in a timely and efficient manner, as markets are characterised by rapidly changing
technology;

— introducing new products that meet the requirements of advertising customers and end-users
(Yellow Pages Limited Reports & Filings, 2018).

By sequentially exploring the evolution of the YP business and using the BM framework,
the supporting factors driving the YP business were identified and grouped.

— Digital non-financial category factors: business model digital transformation, own online digital
platform, third-party online digital platform, business ecosystems, sales channels through the
online environment, digital maturity of the company, digital literacy of the company's employees.
— Non-digital non-financial category factors: competitive threats from outside company industry
boundaries, new-market disruptive products, dynamic technological progress, recognition of
existing innovations, innovation at the multi-dimensional level, and servitisation strategy.

— Financial category factors: revenue growth as a determining factor, new pricing concepts, cost
savings through digitisation, and reducing costs by increasing or maintaining revenue.

3. The impact of digitisation of the supply and communication network on service business
quality and process efficiency

It is described how the digitisation of the delivery and communication network contributes
to service quality and reduces costs.

The main objectives of digital transformation are to capture new data and use it to revise
old processes. A data-driven approach creates the opportunity to gain new knowledge and rethink
BM (Schallmo et al., 2017, p. 17). Between 1992 and 2002, digital technologies underwent major
changes: (1) computing power increased significantly, growing at an average annual rate of 52 %
and allowing organisations to store and analyse larger volumes of data than ever before; (2)
computing costs remained lower; (3) bandwidth remained cheaper, technological opportunities
were expanding. Advanced data processing combined with powerful analytics tools complements
human capacity, enabling advanced analysis to make more effective decisions to change how
businesses operate. Increasing the capacity and efficiency of technology enables significant cost
reductions for both internal and external operations. New technologies are blurring the boundaries
between the physical and digital worlds by providing real-time access to datasets from physical
assets and devices (Mussomeli et al., 2017, p. 21). Real-time and networked product and service
information will allow people, businesses, and machines to be connected and communicate with
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each other, collecting, analysing and exchanging vast amounts of information on all kinds of
activities (Friedrich et al., 2011, p. 24).

For business managers used to traditional linear data and communications, the shift to real-
time access to data is fundamentally transforming the way they do business (Mussomeli et al.,
2017, p. 21). At the same time, business managers do not have to be digitally oriented, but it is
more important to know your business, and not necessarily to have your own IT department (Seelos
& Mair, 2007, p. 15). External partners can be brought in to implement the digital transformation
project. As BM embarks on its digital transformation journey, managers must be prepared to face
employee resistance to change (Aagaard et al., 202, p. 17).

To assess and track how to connect and use different modern technologies to digitise and
integrate information from different sources that continuously drive physical work (Mussomeli et
al., 2017, p. 21), an example of an industry-specific implementation of a digital supply network
(DSN) within BM value creation is presented. The study has been validated in the project
"Digitisation of Home Care Process Management and Operational Processes" (hereinafter — the
project), which was developed for the company (hereinafter — Home Care) within the Social
Entrepreneurship Grant Project No. 9.1.1.3 /15/1/001, “Support for Social Entrepreneurship”, and
will be implemented in 2022—-2023. The author initiated the project and, with the assistance of an
EU grant, acted as project manager during its implementation. The project covers only the initial
phase of the digitisation of the BM, but it is an important stage in the BM's digital transformation
journey.

Before the project, the operational process in Home Care was organised along a traditional
supply chain, with information moving in a linear flow, each step depending on the previous one.
Inefficiencies in one stage of the chain can quickly lead to inefficiencies in other stages. The
company's activities involve a large number of events and, therefore, a large volume of data and
sensitive information, which is processed manually, with information from staff on care tasks being
delayed and only processed at the end of the month. As the number of customers grows, so does
the volume of information items. This chain of events is structured in a very structured way and is
divided into two process streams.

1. Information and data process:

—anew customer referral or a change to an existing customer referral is received from the
customer;
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— the administration processes the basic information on the service provision, creates the
appropriate documents, examines and interviews the client, assigns the responsible care worker,
issues the care assignment, accepts the completed care assignment, creates a report, and pays for
the completed work.

2. Physical care service provision, where the care worker provides the care services
specified in the referral.

The project aims to develop and implement a new, innovative, client-centred model for the
organisation and delivery of social care services. The project will result in a system that will
integrate the company's work logistics into a central ERP system and will allow for increased
operational productivity by digitising process planning and management, ensuring timely care and
reducing the time for feedback by ensuring quality control.

While the physical service delivery flow remains unchanged, the information and document
processing flow is moving from a linear supply chain to a dynamic communication exchange

network, creating new interlinkages between processes (Fig. 3.7).
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Fig. 3.7. Operational process according to the dynamic communication exchange network

(adapted from Mussomeli et al., 2017).
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Real-time access to data ensures a continuous flow of activity between the physical and
digital worlds. This flow is enabled by the exchange of information through the “physical-digital-
physical loop” (Mussomeli et al., 2017). The new interconnections between processes break down
the separation of individual activities, transforming supply chains into efficient and predictable
flows:

— Use of the care worker's digital application to communicate with administration, receive
work orders, check completion status, and get information about the client. The combination of
these activities ensures the continuous provision of services to clients.

— Use of a digital client application to communicate with the service recipient and their
relatives.

— The use of an internal administrative information system for information input, process
planning, electronic document storage, communication, management and control, integrating
information from all the above applications.

The process of implementing the digital delivery network and the digital communication in
Home Care operationalisation allowed us to assess the importance of the identified factors and
identify a number of supporting factors driving the digital transformation of BM:

— Digital non-financial category factors — automation and intelligent processes, business model
digital transformation, digital network, own online digital platform, digital maturity, digital literacy
of company employees.

— Non-digital non-financial category factors — interactive effect of physical products and service
offerings convergence, innovation at the multi-dimensional level.

— Financial category factors — cost savings through digitisation, reducing costs by increasing or

maintaining revenue.
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4. Digital maturity of capital companies — correlation with
companies' financial results

The chapter contains 36 pages, six tables, and 25 figures.

The COVID-19 pandemic has clearly shown that companies need to use innovative
solutions to survive in today's economy. Digitalisation processes are accelerating the development
of all sectors and enabling their connectivity, speed and control, including easy access to
production, customer and market data (Tutak & Brodny, 2022, p. 23). Activities that cannot be
digitised need to integrate technology, empowering people and increasing the quality of their work,
thus removing the traditional and creating new professions involving control functions, innovation
and critical thinking. But everything that cannot be digitised and automated is increasing in value
(Lee et al., 2018, p. 24). A positive factor for this trend is the possibility of building more profitable
businesses as the need for labour decreases (Eremina et al.,, 2019, p. 13), but this is not
straightforward as digitalisation also involves continuous training of people, and the skills of the
workforce need to be very high and therefore well paid (Lee et al., 2018, p. 24). With the advent
of digitalisation, the term "digital maturity" has emerged in the scientific literature to describe a
company's willingness and ability to change and use innovative technologies to remain competitive
in the market. The ability of a company to recognise and acknowledge new external knowledge, to
acquire, transform and use it for its commercial purpose in the BM for innovative transformation
is crucial (Raymond et al., 2016, p. 14).

Several studies show that companies with higher digital maturity earn more (Aagaard et al.,
2021, p. 17), while the Boston Consulting Group claims that companies that have reached their
maximum digital maturity increase turnover by 20 % and reduce costs by 30 % (Field et al., 2014,
p- 7). According to Deloitte and MIT Sloan Management, digital maturity aims to adapt an
organisation to compete effectively in a digital environment; it is an ongoing process (Kane et al.,
2016, p. 28).

One of the tools used to measure a company's digital maturity is a questionnaire survey of
companies and an interpretation of their responses. In recent years, dozens of models have been
developed to assess the digital maturity of companies. The range of factors adopted in these models

varies widely and depends on the authors' object of study or on the industry under study (Linder &
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Cantrell, 2001, p. 15). Globally, various questionnaire-based tools, measurement criteria and

indices have been developed to determine the level of digital development.

Developing a questionnaire to assess companies' digital maturity

The structure of the questionnaire is based on the BM template concept and the impact of
its dimensions on the financial result: 1) the value proposition dimension with its corresponding
set of elements — customers, communication, and products; 2) the value creation dimension with a
corresponding set of elements — personnel, processes, resources — which interact to form the cost
stream of the company.

The questionnaire questions are grouped according to the impact of the factors driving
business support identified in Part 2 of the non-financial category of value capture — the non-
financial digital category includes automation, digital network, digital development, and digital
data. The non-financial, non-digital category includes the quality of the business organisation and

disruptive innovation (Fig. 4.1).
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Fig. 4.1. Design of the questionnaire structure according to the BM template concept

(created by the author).

Seven different methodologies for measuring the digital maturity of companies were
explored to develop the qualitative content of the questionnaire framework (JRC Seville, 2022,

p. 26; Kane et al., 2016, p. 28; Aagaard et al., 2021, p. 17); Project “Gudra Latvija”, 2019; Field et
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al., 2014, p. 7; SPARK, 2016; Latvijas AtveseloSanas un noturibas mehanisma plana 2.
komponentes “Digitala transformacija” 2.2. reformu un investiciju virziena “Uzpémumu digitala
transformacija un inovacijas” 2.2.1.r. “Uznémgjdarbibas digitalas transformacijas pilna cikla
atbalsta izveide ar regionalo tvérumu” 2.2.1.2.i. investicijas “Atbalsts procesu digitalizacijai
komercdarbiba” TstenoSanas noteikumi, 2023).

Based on the analysis of the above methodologies, the questionnaire structure, activities,
directions and technologies for companies choosing a digital development path are summarised in
Fig. 4.2, with the digital maturity characteristics of companies highlighted by the authors of each
methodology.
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Fig. 4.2. Analysis of the methodologies for assessing the digital maturity of companies according

to the questionnaire structure (created by the author).

Based on the questionnaire structure developed, the questionnaire was filled in sequentially

with the following questions. The questionnaire for the entrepreneurs' self-assessment interview

was clearly structured (Weller, 1998, p. 45; Creswell, 2007, p. 395), with closed questions to make

the data from the self-assessment interview comparable, clear, easy to code for further analysis and

subjectively non-interpretable. The structure of the questionnaire makes it easier to use in future

research.
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Each answer to the questionnaire was given a certain number of points, based on how and
to what degree the answer was indicative of digital development.

To simplify the subsequent processing of the responses, the groups of questions were coded
according to the nature of the BM elements. The groups of questions relating to the value
proposition and the revenue stream of the company (revenue) are coded as follows: customers
(VP_CL), customer communication and sales channels (VP_CC), product (VP_PR). Issues related
to value creation and impacting on cost (costs) are marked as follows: staff (VR_ST), processes
(VR_PR), resource control and planning (VR_RE). General issues relating to company strategy
and BM in general have not been assigned an impact on revenues or costs and are marked as BM

as a whole (Table 4.1).

Table 4.1
BM item codes for questionnaire item processing (created by the author)
Impact on
Titles of questionnaire sections and profit/loss
Codes . ..
question groups positions —
revenue or costs
BM as a whole No 1'mpact
assigned
VP Value proposition
VP CL Clients Revenue
Customer communication and sales channels,
including product distribution channels and Revenue
VP _CC marketing activities
VP PR Products Revenue
VC Value creation
VC ST Staff Costs
VC PR Processes Costs
VC RE Resource control and planning Costs

The maximum score that could be obtained from the analysis of the responses was 99,
which was assumed to represent the highest level of digital maturity of the company. The total
score is split into the following directions: items affecting revenue flow with a maximum score of
45 and items affecting cost flow with a maximum score of 54. The maximum score for the general
questionnaire questions relating to the company's strategy and BM as a whole, and reflecting the

respondents' subjective self-assessment of their digital maturity, is 16.
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To assess the impact of a company's digital maturity on its revenue and cost dynamics,
companies' responses were scored as a percentage of the maximum possible score.

The questionnaire is structured in three main sections. The first section contains general
information; the second and third are organised around the structure of the questionnaire, which is
based on the universal BM template.

On the basis of the questionnaire, self-assessment interviews were carried out starting in
June 2021 and continued in early 2023, after the questionnaire had been refined. As a result of the
structured interviews for the self-assessment of the merchants, a case study analysis (Noor, 2008,
p. 3) of the companies concerned was carried out, and the degree of digital maturity of the
companies they run was ascertained.

The sample of traders was selected using a typological qualitative sampling method
(stratified sampling) (Lohr, 2009, p. 494), with the proportion of group members being determined
according to the share of industry members in the total industry structure of the economy (NACE
Rev. 2, 2008). A total of 70 experts from different industries, managers of capital companies and
their departments, were interviewed for the situation study, 62 of them experts from small and
micro-capital companies and eight experts from medium and large capital companies from different

industries for the comparison of the results.
Results of self-assessment interviews of entrepreneurs

When assessing the responses to the first group of questions on the overall characteristics
of the digital development of the company, which reflects the subjective self-assessment of the
digital maturity of entrepreneurs and is based on the respondent's view of the level of digital
development and future strategy of their company, 58 % of respondents (40 respondents) rate the
digital development of their company higher compared to the scores obtained in the questionnaire
and consider that digital solutions are widely used in their business. In their additional comments,
respondents indicate that they recognise the need for digitisation, but for a small and micro-capital
company, the costs of implementation and maintenance are disproportionate to the benefits. In
additional comments, respondents noted the need for public support for companies' BM digitisation
activities, which is also currently being implemented in practice by the Decision of the European

Parliament and of the Council (Establishing the Digital Decade Policy Programme 2030, 2022).
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The results for the second and third sections of the questionnaire show a low level of digital
maturity, with an average score of 39 % of the maximum possible score for the highest level of
digital maturity. On the other hand, when analysing the distribution of activities between the VP
and VC dimensions of the business model, it can be concluded that the VP dimension, which affects
revenue growth, received 31 % of the total maximum score attributable to this dimension. The VC
dimension, which has an impact on cost reduction, received 45 % of the total maximum score for

this dimension (Table 4.2).

Table 4.2
Average response rate of the maximum BM within dimensions affecting a revenue or cost item

(created by the author)

. Number of
Maximum Average oints
Position Impact on the BM points to be number of opl; ted
name dimension obtained per points per
. . . (average of
heading questionnaire .
maximum)
Revenue | Value proposition (VP) 45 14 31 %
Costs Value creation (VC) 54 25 45 %
Total BM as a whole (BM) 929 39 39 %

According to the overall level of digitalisation of the BM, the questionnaires were equally
divided into the following groups: below average — 37 respondents, representing 53 % of the total;
above average — 33 respondents, representing 47 % of the total.

Given the higher degree of digitisation of the VP dimension elements compared to the VC
dimension elements, it can be assumed that the surveyed companies increase their profits at the
expense of cost reduction and that digitisation has a lower impact on the revenue share.

The impact of digital maturity of capital companies on revenue and profit dynamics

Several studies have shown that the digitalisation of BM contributes to both increased
revenues and reduced direct, general and administrative costs. The authors point out that the cost
reduction effect is more significant for large companies than for small companies, while the impact
of e-business on the elements of the BM value proposition (sales, e-marketing, e-commerce,
customer service), and hence on revenue growth, is much greater regardless of the size of the

company (Johnston et al., 2007, p. 8).
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In order to assess whether the above-mentioned trend is also characteristic of the financial
growth of Latvian small and micro-capital companies, the relationship between the obtained and
assessed respondents' digital maturity levels and their financial indicators is examined. For the
financial analysis, the financial data of the companies obtained in Section 1 will be used, which
also includes the financial data of the respondents. Data from the last two available annual profit
and loss statements for the years 2021 and 2022 are used for the analysis. The 2020 data, whose
revenues and profits were significantly affected by the external factor of the COVID-19 pandemic,
were not included in the analysis.

The analysis of the respondents' financial data shows that a higher percentage of
respondents (79 %) show an increase in revenue in 2022 compared to 2021. Mainly, all of the
respondents reported a positive financial result in their 2022 accounts; 82 % of the respondents
ended the year with a profit, but only half of them reported an increase in profit. Thus, fewer
respondents reported an increase in profit in their annual accounts than an increase in turnover

(Fig. 4.3).
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Fig. 4.3. The proportion of respondents with revenue and profit growth by industry (created by

the author using the Firmas.lv database).

Profit as a positive financial result is an important indicator, but balanced financial performance is

key to a company's sustainability.
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Balanced financial performance

Balanced financial performance is characterised by a higher rate of growth of profits
relative to the rate of growth of revenue. This condition is met if the rate of growth of turnover is
faster than the rate of growth of costs (Aniskins et al., 2015).

The analysis of the relationship between digital maturity and balanced growth in financial
performance shows that digitisation of elements of the VP dimension has a greater economic
impact at lower levels of digitisation, which has an impact on revenue growth. Consequently, the
growth rate of revenues exceeds the growth rate of profits and represents an unbalanced financial
growth for the majority (69 %) of respondents. In addition, companies with a higher level of digital
maturity achieve revenue growth faster than profit growth (Fig. 4.4). This trend is more typical for

medium and large corporations, but also exists for small and micro-capital companies.
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Fig. 4.4. The proportion of respondents with balanced and unbalanced financial growth according

to BM-dimension digitalisation level groups (created by the author using the Firmas.lv database).

The result of the sub-section on the correlation of digital maturity of companies with their
financial performance is similar to the findings of the Schulish School of Business, York University
research group (Johnston et al., 2007, p. 8) that, regardless of the size of the company, the
digitalisation of elements of the BM value proposition (sales, e-marketing, e-commerce, customer
service) has a much greater impact and driving revenue growth. A World Economic Forum Report
also notes that 45 % of business leaders believe that increasing revenue through BM digitalisation

should be the first priority (Digital Transformation of Industries, 2016, p. 45). However, balanced
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financial growth can only be achieved through the interaction of all elements of the BM
dimensions, combining and adapting their different digitalisation capabilities.

The research conducted in this sub-section can serve as a guide for small and micro-capital
company managers when starting the digital transformation of BM and should be taken into
account when designing balanced financial development strategies. Several sources (JRC Seville,
2022, p. 26; Field et al., 2014, p. 7) additionally recommend assessing the progress of companies'
digital maturity at several stages of the digital transformation of BM. It should also be noted that
there are various barriers and drivers to e-business adoption (Wielicki & Arendt, 2010, p. 13;
Raymond et al., 2016, p. 14), including many external factors that can affect the financial

performance of a business, as was concluded in the first chapter of the study.
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Conclusions

1. Ananalysis of five years of financial statement data for Latvian small and micro-cap companies
shows that a number of external factors have a significant impact on the financial performance
of the business: 1) considering that the legal framework was changed in 2018 and profits
reinvested in the development of a company are not taxed, however, 20 % of small and micro
enterprises, whose financial result is a loss, are unable to use the aforementioned norm, as well
as small and micro enterprises do not have sufficient capacity to invest in research and
development, the proportion of innovative enterprises in Latvia is one of the lowest in the EU,
and the digital development of business in Latvia is assessed below the average level of EU
countries; 2) in 2020, the onset of the COVID-19 pandemic led to a sharp decline in companies'
key financial indicators — revenue, profits, profitability — with all sectors, except medicine and
pharmaceuticals and agriculture, being affected by the decline in revenue, with tourism,
hospitality and leisure being the most affected; 3) a sharp rise in energy prices due to the
outbreak of hostilities in Ukraine has inevitably led to high inflation. The increase in business
revenue in 2022 is mainly due to a rise in general prices, while expensive inputs have not
contributed to the growth in business profitability, despite the increase in revenue.

2. The analysis shows that there are a series of risks operating sequentially or simultaneously that
affect the sustainability of a business today, but there is no single approach to overcoming the
negative impact of these risks in small and micro enterprises, regardless of the sector and the
length of time the business has been in operation. To ensure the resilience of capital companies
to the negative impact of external factors, innovative business management solutions need to
be introduced, which are inherent in today's digital environment.

3. The digital transformation of the business can only be achieved in a coherent development with
the digital transformation of the public sector and government and data-driven growth. Already
today, public infrastructure is contributing to the development of a digital business environment
by creating a favourable and modern business environment based on the use of modern
technologies, by creating e-services and common digital platforms for business.

4. The literature review identifies 33 important factors that contribute to a sustainable, profitable
business. The factors are grouped into categories according to their impact. The factors

influencing digital innovation are grouped under the non-financial digital category, which
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includes the following groups: digital data, automation, digital communication networks, and
digital development. The other factors in the non-financial category are grouped under the non-
digital non-financial category into two groups, one according to the qualitative business
organisation characteristics and the other resulting from disruptive innovation. The financial
category includes factors that help to implement profit strategies by improving the revenue/cost
structure.
The results of the entrepreneur survey and the analysis of the non-financial reports of large
world companies and corporations show that business-specific factors such as product and
service quality, digital literacy of company employees, the digital maturity of the company,
data-based management and sales channels through the online environment have an impact on
the performance of a capital company, regardless of its size. While automation through artificial
intelligence, digital platforms, partnerships, alliances, and research and development are typical
for large world companies and corporations, customer feedback, unique selling points,
recognition of existing innovations, and implementation in their business processes are
important for Latvian small and micro-capital companies.

In order to trace the profit generation mechanism, the factors influencing the financial result

are grouped in accordance with the elements of the business model dimensions. Some of the

factors belong to the value proposition business model elements and affect the company's
revenue stream, while others belong to the value creation business model elements and affect
the cost structure.

The practical impact of the factors on the financial performance of the different selected

business lines, interpreted through the framework of the universal business model, is discussed

with examples of three business lines: the impact of online sales channels (e-commerce) on
revenue growth; the evolution of information products; the digital transformation of the services
business model.

— Unlike the world's leading e-commerce players, Latvian small and micro-capital companies
only achieve the positive effects of e-commerce when combined with other product/service
distribution channels to ensure sustainable development.

— The impact of disruptive innovation on the evolution of information products was seen
when using the YP business model as an example. The example shows that it is important

to discover the importance of each element of the business model over a period of time in
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order to be able to phase out old, unprofitable elements of the value proposition and value
creation. It is also important to do research to discover the potential of the business model
early on and to replace declining revenues from old products with revenues from new
sources.

— The introduction of a digital supply network (DSN) within the Home Care business model
offers the opportunity to significantly reduce the cost of both internal and external
operations and improve the quality of service.

8. Based on international experience and identified factors that contribute to sustainable,
profitable business, a methodology for assessing a company's digital maturity has been
developed, including the elements of digital maturity and their assessment criteria. In 2021—
2023, based on the developed methodology, a structured self-assessment interview of Latvian
entrepreneurs was carried out to find out the digital maturity of the companies they run through
a situation analysis. The results show a low level of digital maturity of companies, with an
average score of 39 % of the total maximum.

9. The analysis of the relationship between the digital maturity of a capital company and the
balanced growth of financial indicators shows that the digitisation of elements of the value
proposition dimension of the business model has a greater economic impact at lower levels of
digitisation, which has an impact on revenue growth. The World Economic Forum's Digital
Enterprise 2016 Report also notes that 45 % of business leaders believe that increasing revenue
through digitalisation of the business model should be the first priority. However, balanced
financial growth of a company can only be achieved through the interaction of all elements of
the BM dimensions, combining and adapting their different digitisation capabilities.

10. The objectives of the Thesis have been fulfilled, and the goal has been achieved.

11. The results of the study confirm the hypotheses put forward in the Thesis:

— In the digital age, there are three categories of factors: 1) non-financial digital factors; 2)
non-financial factors unrelated to digitalisation (non-financial non-digital factors);
3) financial factors that have a significant impact on the financial performance of small and
micro-capital companies.

— In the digital age, the positive financial performance of small and micro-capital companies
can be achieved through the identified factors, the impact of which can be observed through
improvements in business model elements.

58



— There is a correlation between the digital maturity of small and micro-capital companies
and their financial results.

Proposals for small and micro-capital companies

1. To monitor the principles of balanced financial growth of the business, at least once a year, by
preparing a financial budget and controlling the dynamics of profit and revenue growth
dynamics.

2. To review the company's digital maturity self-assessment on a regular basis (at least annually)
to activate a compensation mechanism to improve business performance.

3. To take into account the set of factors identified, in particular those factors which, in
combination with financial factors, provide the greatest positive financial outcome, while
refining the business model in alignment with the specific business direction. But whatever the
business:

— promote digital literacy of employees so that there is no resistance and employees are
motivated to participate in the digital transformation of the company's business model;

— promote the digital maturity of the partners, thus contributing to the digital maturity of your
company;

— take the opportunity to organise business management based on data analysis;

— ensure the continued presence of up-to-date information about your products and services
in the public digital environment;

— operate within the principles of the start-up phase, regardless of the duration of the company
in today's dynamically changing business environment;

— digitise all processes that can be digitised, replacing unproductive work.

59



List of references and sources used

Aagaard, A., Presser, M., Collins, T., Beliatis, M., Skou, A. K., Jakobsen, E. M. (2021). The role
of digital maturity assessment in technology interventions with industrial internet playground.
Electronics (Switzerland), 10(10), 1134, pp. 1-17.

Ainin, S., Parveen, F., Moghavvemi, S., Jaafar, N. 1., Mohd Shuib, N. L. (2015). Factors
influencing the use of social media by SMEs and its performance outcomes. Industrial
Management & Data Systems, 115(3), pp. 570-588.

Alibaba Earnings and Financials. (2023). [online]. Alibaba website [viewed 31 May 2024].
Available: https://www.alibabagroup.com/en-US/ir-financial-reports-quarterly-results

Amazon annual reports (2024) [online]. Annual reports, proxies and shareholder letters. Amazon
website [viewed 31 May 2024]. Available: https://ir.aboutamazon.com/annual-reports-proxies-
and-shareholder-letters/default.aspx

Aniskin, Y. P., Ditenenko, P. N., Suhmanov, A. A., Jakovlev, A. S. (2015). Korporativnoje
upravlenije delovoj aktivnostju v neravnovesnih uslovijah: monografija. Omega-L, 299 p. (In
Russian)

A short history of the Web [online]. CERN website [viewed 31 May 2024]. Available:
https://home.cern/science/computing/birth-web/short-history-web

Association of Chartered Certified Accountants (ACCA), Netherlands Institute of Chartered
Accountants (NBA), (2013). [online]. Capitals Background paper for <IR>._International
Integrated  Reporting  Council website [viewed 31 May 2024]. Available:
https://integratedreporting.org/wp-content/uploads/2013/03/IR-Background-Paper-
Capitals.pdf

Batocchio, A., Ghezzi, A., Rangone, A. (2016). A method for evaluating business models
implementation process. Business Process Management Journal, 22(4), pp. 712-735.

Bendor-Samuel, P. (2017). The power of digital transformation in a Data Driven. [online].
FORBES website [viewed 02 January 2022]. Available:
https://www.forbes.com/sites/peterbendorsamuel/2017/07/21/the-power-of-digital-
transformation-in-a-data-driven-world/

Beynon-Davies, P. (2017). EBusiness. Bloomsbury Publishing. 464 p.

Burkhart, T., Werth, D., Loos, P. (2011). Analysing the business model concept - A comprehensive
classification of literature. Thirty-Second International Conference on Information Systems,
Shanghai 2011, pp. 1-19.

Busetto, L., Wick, W., & Gumbinger, C. (2020). How to use and assess qualitative research
methods. Neurological Research and Practice, 2(1), 14.

Chesbrough, H. (2010). Business model innovation: Opportunities and barriers. Long Range
Planning, 43(2-3), 354-363.

Christensen, C. M., Raynor, M. E. (2003). The Innovator’s Solution: Creating and Sustaining
Successful Growth. Boston: Harvard Business School Press. 304 p.

60


https://www.alibabagroup.com/en-US/ir-financial-reports-quarterly-results
https://ir.aboutamazon.com/annual-reports-proxies-and-shareholder-letters/default.aspx
https://ir.aboutamazon.com/annual-reports-proxies-and-shareholder-letters/default.aspx
https://integratedreporting.org/wp-content/uploads/2013/03/IR-Background-Paper-Capitals.pdf
https://integratedreporting.org/wp-content/uploads/2013/03/IR-Background-Paper-Capitals.pdf
https://www.forbes.com/sites/peterbendorsamuel/2017/07/21/the-power-of-digital-transformation-in-a-data-driven-world/
https://www.forbes.com/sites/peterbendorsamuel/2017/07/21/the-power-of-digital-transformation-in-a-data-driven-world/

Clauss, T. (2017). Measuring business model innovation: conceptualization, scale development,
and proof of performance. R and D Management, 47(3), pp. 385—403.

Cohen, W. M., Levinthal, D. A. (1990). Absorptive Capacity: A New Perspective on Learning and
Innovation. Administrative Science Quarterly, 35(1), pp. 128—-152.

Consolidated Financial Statements for the financial year ended 31 December 2018 European
Directories Mido S.a. r. 1., Luxembourg (2018) [online]. European Directories website [viewed
06 May 2019]. Available: http://www.europeandirectories.com/userData/european-directories-
group-f12a/pdf/financial-reports/2019/Consolidated-Financial-Statements-31.12.2018-
European-Directories-Midco-.pdf

Creswell, J. W. (2007). Qualitative inquiry and research design: Choosing among five approaches.
Sage publications, 395 p.

Dehning B., Richardson V. J., Zmud, R. W. (2003). The Value Relevance of Announcements of
Transformational Information Technology Investments. MIS Quarterly, pp. 637-656.

Digital Transformation of Industries (2016) [online]. World Economics Forum White Paper.
January 2016. pp. 1-45. World Economics Forum website [viewed 31 May 2024]. Available:
https://www.weforum.org/publications/digital-transformation-of-industries/

Dunwoodie, K., Macaulay, L., Newman, A. (2023). Qualitative interviewing in the field of work
and organisational psychology: Benefits, challenges and guidelines for researchers and
reviewers. Applied Psychology, 72(2), 863—889.

eBay annual reports and proxy statements. (2023) [online]. eBay website [viewed 31 May 2024].
Available: https://investors.ebayinc.com/financial-information/annual-reports/default.aspx

Eisenmann, T., Parker, G., Van Alstyne, M. W. (2006). Strategies for two-sided markets. Harvard
Business Review, 84(10), pp. 1-11.

Ekundayo, T. (2019). TO DRIVE PROFIT MAXIMIZATION. Centre for Organization
Leadership and Development (COLD), Harare, Zimbabwe, 1(2), pp. 20-27.

Enterprise Income Tax Law. (2017) [online]. Riga, 28 July 2017. Likumi.lv website [viewed 31
May 2024]. Available: https://likumi.lv/ta/id/292700-uznemumu-ienakuma-nodokla-likums

Eremina, Y., Lace, N., & Bistrova, J. (2019). Digital maturity and corporate performance: The case
of the Baltic states. Journal of open innovation: technology, market, and complexity, 5(3), 54,
pp. 1-23.

Establishing the Digital Decade Policy Programme 2030, (2022) [online]. Decision (EU)
2022/2481 of the European Parliament and of the Council of 14 December 2022. Website
[viewed 31 May 2024]. Available: https://eur-lex.europa.eu/legal-
content/EN/TXT/HTML/?2uri=CELEX:32022D2481

European Directories announces change of leadership at DTG (2018) [online]. Published 12
December 2018, DTG website [viewed 06 May 2019]. Available: https://www.dtg.nl/over-
ons/nieuws-en-pers/european-directories-announces-change-of-leadership-at-dtg

61


http://www.europeandirectories.com/userData/european-directories-group-f12a/pdf/financial-reports/2019/Consolidated-Financial-Statements-31.12.2018-European-Directories-Midco-.pdf
http://www.europeandirectories.com/userData/european-directories-group-f12a/pdf/financial-reports/2019/Consolidated-Financial-Statements-31.12.2018-European-Directories-Midco-.pdf
http://www.europeandirectories.com/userData/european-directories-group-f12a/pdf/financial-reports/2019/Consolidated-Financial-Statements-31.12.2018-European-Directories-Midco-.pdf
https://www.weforum.org/publications/digital-transformation-of-industries/
https://investors.ebayinc.com/financial-information/annual-reports/default.aspx
https://likumi.lv/ta/id/292700-uznemumu-ienakuma-nodokla-likums
https://eur-lex.europa.eu/legal-content/EN/TXT/HTML/?uri=CELEX:32022D2481
https://eur-lex.europa.eu/legal-content/EN/TXT/HTML/?uri=CELEX:32022D2481
https://www.dtg.nl/over-ons/nieuws-en-pers/european-directories-announces-change-of-leadership-at-dtg
https://www.dtg.nl/over-ons/nieuws-en-pers/european-directories-announces-change-of-leadership-at-dtg

Field D., Patel S., Leon H. (2014). Mastering digital marketing. McKinsey & Company [online].
The Boston Consulting Group (BCG) website [viewed 31 May 2024]. Available:
https://www.bcg.com/publications/2018/mastering-digital-marketing-maturity

Firmas.lv (2024) [online]. Firmas.lv website [viewed 31 May 2024]. Available:
https://www.firmas.lv/

Friedrich, R., Le Merle, M., Grone, F., Koster, A. (2011). Measuring industry digitization: Leaders
and laggards in the digital economy. Booz & Co., London, pp. 1-22.

Fullerton, R., Wempe, W. F. (2009). Lean manufacturing, non-financial performance measures,
and financial performance. International Journal of Operations and Production Management,
29(3), pp. 214-240.

Gassmann, O., Frankenberger, K., Csik, M. (2014). The Business Model Navigator: 55 Models
That Will Revolutionise Your Business. Pearson Education Limited. 400 p.

Gilbert, C., Eyring, M., & Foster, R. N. (2012). Two routes to resilience. Harvard Business Review,
90(12), pp. 65-73.

Goerzig, D., & Bauernhansl, T. (2018). Enterprise architectures for the digital transformation in
small and medium-sized enterprises. Procedia Cirp, 67, pp. 540-545.

Gudele 1., (2022). Elektroniskas komercijas izmantoSanas faktoru analize mazo un vidgjo
uzpémumu sktora Latvija [online]. Promocijas darbs. Jelgava: Latvijas Lauksaimniecibas
universitates website [viewed 31 May 2024]. Available:
https://Ilufb.1lu.lv/disertacijas/entrepreneurship/Ina_Gudele EF13151 promocijas_darbs 202
2 LLU ESAF.pdf

Hackos, J. (2003). The Innovator’s Solution: Creating and Sustaining Successful Growth Chapter
Four: Who Are the Best Customers for Our Products? The Center for Information-Development
Management (Christensen, Clayton M articles reprint) § (2003)

Hyvonen, E., Viljanen, K., & Hitinen, A. (2002). Yellow Pages on the Semantic Web. Towards
the Semantic Web and Web Services, Proceedings of XML Finland 2002 Conference, October
21-22, 2002, pp. 3-14.

IFRS biedriba. (2024) [online]. Integrated reporting database website [viewed 31 May 2024].
Available: https://examples.integratedreporting.ifrs.org/ir-reporters/

Inflation calculator (2024) [online]. Central Statistical Bureau of the Republic of Latvia website
[viewed 31 May 2024]. Available: https://tools.csb.gov.lv/cpi_calculator/Ilv/2022M01-
2022M12/0/100

Jain, V., Malviya, B., Arya, S., (2021). An overview of electronic commerce (e-Commerce). The
Journal of Contemporary Issues in Business and Government, 27(3), pp. 665-670.

Johnston, D. A., Wade, M., McClean, R. (2007). Does e-business matter to SMEs? A comparison
of'the financial impacts of internet business solutions on European and North American SMEs.
Journal of Small Business Management, 45(3), 354-361.

JRC Seville. (2022). Practical guidelines on the use of the Digital Maturity Assessment (DMA)
tool & the Innovation Radar Methodology (IR) [online]. European Commission website

62


https://www.bcg.com/publications/2018/mastering-digital-marketing-maturity
https://www.firmas.lv/
https://llufb.llu.lv/disertacijas/entrepreneurship/Ina_Gudele_EF13151_promocijas_darbs_2022_LLU_ESAF.pdf
https://llufb.llu.lv/disertacijas/entrepreneurship/Ina_Gudele_EF13151_promocijas_darbs_2022_LLU_ESAF.pdf
https://examples.integratedreporting.ifrs.org/ir-reporters/

[viewed 31 May 2024]. Available: https://digital-strategy.ec.europa.eu/en/library/webinar-
digital-maturity-assessment-tool

Joseph, R. P. (2018). Digital Transformation, Business Model Innovation and Efficiency in Content
Industries: A Review. The International Technology Management Review, 7(1), pp. 59-70.
ENTREPRENEURSHIP AND  SUSTAINABILITY ISSUES. ISSN  2345-0282
http://jssidoi.org/jesi/ 2021 Volume 8, Number 4 (June)

Kabugumila, M. S., Lushakuzi, S., Mtui, J. E. (2016). E-commerce: An overview of adoption and
its effective implementation. International Journal of Business and Social Science, 7(4), 243—
252.

Kane, G. C., Palmer, D., Phillips, A. N., Kiron, D., Buckley, N. (2016). Aligning the Future for Its
Digital Organization. MIT Sloan Management Review; Cambridge, 58(1).

Kita, P., Simberova, 1. (2018). An overview of business models in the Czech chemical industry: A
sustainable multiple value creation perspective, Entrepreneurship and Sustainability Issues,
6(2), pp. 662—676.

Kosaka, M. (2012). A service value creation model and the role of ethnography. An ethnography
of global landscapes and corridors, pp. 109-130.

Kotarba, M. (2018). Digital transformation of business models. Foundations of management,
10(1), pp. 123-142.

Kohler, H.-D. (2008). Profit and Innovation Strategies in Low-Tech Firms. Estudios de Economia
Aplicada, 26(3), pp. 73-87.

Latvijas AtveseloSanas un noturibas mehanisma plana 2. komponentes "Digitala transformacija"
2.2. reformu un investiciju virziena "Uzpémumu digitala transformacija un inovacijas" 2.2.1.r.
"Uznémé&jdarbibas digitalas transformacijas pilna cikla atbalsta izveide ar regionalo tvérumu"
2.2.1.2.1. investicijas "Atbalsts procesu digitalizacijai komercdarbiba" TstenoSanas noteikumi
(2023) [online]. Republic of Latvia Cabinet Regulation No.10. Adopted 10 January 2023. (prot.
Nr. 1 5. §). Likumi.lv website [viewed 31 May 2024]. Available: https://likumi.lv/ta/id/338779-
latvijas-atveselosanas-un-noturibas-mehanisma-plana-2-komponentes-digitala-transformacija-
2-2-reformu-un-investiciju-virziena

Law on Annual Statements and Consolidated Annual Statements (2015) [online]. LR Law, Riga,
22 October 2015. Likumilv website [viewed 31 May 2024]. Available:
https://likumi.lv/ta/id/277779-gada-parskatu-un-konsolideto-gada-parskatu-likums

Lace, N., Bistrova, J., Oganisjana, K., Ciemleja, G., Kozlovskis, K., Laizans, T., Kasperovica, L.,
Zumente, 1. (2020) [online]. Zinojums par VPP reCOVery WP3 “Latvijas uznémumu krizes
izturétspéjas novertejums un risinajumi tas uzlabosanai., 1.-45. Ipp. RTU.lv website [viewed
31 May 2024]. Available:
https://www.rtu.lv/writable/public_files/RTU recovery lv_projekta zinojums wp3 labots.pd
f

Lee, M., Yun, J.J., Pyka, A., Won, D., Kodama, F., Schiuma, G., Park, H., Jeon, J., Park, K., Jung,
K., Yan, M.-R., Lee, S., Zhao, X. (2018). How to respond to the fourth industrial revolution, or
the second information technology revolution? Dynamic new combinations between

63


https://digital-strategy.ec.europa.eu/en/library/webinar-digital-maturity-assessment-tool
https://digital-strategy.ec.europa.eu/en/library/webinar-digital-maturity-assessment-tool
http://jssidoi.org/jesi/
https://likumi.lv/ta/id/338779-latvijas-atveselosanas-un-noturibas-mehanisma-plana-2-komponentes-digitala-transformacija-2-2-reformu-un-investiciju-virziena
https://likumi.lv/ta/id/338779-latvijas-atveselosanas-un-noturibas-mehanisma-plana-2-komponentes-digitala-transformacija-2-2-reformu-un-investiciju-virziena
https://likumi.lv/ta/id/338779-latvijas-atveselosanas-un-noturibas-mehanisma-plana-2-komponentes-digitala-transformacija-2-2-reformu-un-investiciju-virziena
https://likumi.lv/ta/id/277779-gada-parskatu-un-konsolideto-gada-parskatu-likums
https://www.rtu.lv/writable/public_files/RTU_recovery_lv_projekta_zinojums_wp3_labots.pdf
https://www.rtu.lv/writable/public_files/RTU_recovery_lv_projekta_zinojums_wp3_labots.pdf

technology, market, and society through open innovation. Journal of Open Innovation:
Technology, Market, and Complexity, 4(3), art. No. 21, 24 p.

Li, L., Su, F., Zhang, W., Mao, J. Y. (2018). Digital transformation by SME entrepreneurs: A
capability perspective. Information Systems Journal, 28(6), pp. 1129-1157.

Linder, J., & Cantrell, S. (2001). Changing Business Models: Surveying the Landscape. Institute
for Strategic Change, pp. 1-15.

Lohr, S. L. (2009). Sampling: design and analysis. Duxbury Press. An International Thomson
Publishing Company, 494 p.

Lumpkin, G. T., Dess, G. G., (2004). E-Business Strategies and Internet. How the Internet Adds
Value. Organizational Dynamics, 33(2), 161-173.

Lusch, R. F., & Nambisan, S. (2015). Service Innovation: A Service-Dominant Logic perspective.
MIS Quarterly, 39(1), pp. 155-176.

Malmmose, M., Lueg, R., Khusainova, S., Iversen, P., Panti, S. (2015). Charging Customers or
Making Profit? Business Model Change in the Software Industry. Journal of Business Models,
2(1), pp. 19-32.

Mazouni, M. (2013). How Starbucks Uses Pricing Strategy for Profit Maximization.
Priceintelligently. Com, (October), pp. 1-2.

Mikusz, M. (2017). Value-In-Context with Service Innovation in the Digital Age: A Service-
Dominant Logic Perspective. Proceedings of the 50th Hawaii International Conference on
System Sciences (2017), pp. 1267-1276.

Moriset, B. (2018) e-Business and e-Commerce. HAL Id: halshs-01764594 [tiessaiste]. HAL SHS
sciences humaines et sociales website [viewed 31 May 2024]. Available:
https://shs.hal.science/halshs-01764594

Moser, D. J. (2018). The platform economy: strategies, governance, and business models, Doctoral
dissertation, Universitdt St. Gallen, pp.1-117 [online]. University of St.Gallen website [viewed
31 May 2024]. Available:
http://www 1.unisg.ch/www/edis.nsf/SysLkpByldentifier/4785/$FILE/dis4785.pdf

Moore, J. (1996). The death of competition: Leadership and strategy. The Age of Business
Ecosystems. New York, NY: HarperCollins, 297 p.

Mussomeli, A., Laaper, S., Gish, D. (2017). The Rise of the Digital Supply Network. Deloitte
University Press, 45(3), pp. 1-21.

NACE Rev. 2. (2024). Statistical classification of economic activities [online]. European
Commission website [viewed 31 May 2024]. Available:
https://ec.europa.eu/eurostat/documents/3859598/5902521/KS-RA-07-015-EN.PDF.

Noor, K. B. M., & Alam, S. (2008). Case study: A strategic research methodology. American
Jjournal of applied sciences, 5(11), 1602—1604.

Nosratabadi, S., Mosavi, A., Shamshirband, S., Zavadskas, E. K., Rakotonirainy, A., Chau, K.W.,
Sustainable Business Models: A Review (2020). Sustainability, 2020, Available at SSRN:
https://ssrn.com/abstract=3706127

64


https://shs.hal.science/halshs-01764594
http://www1.unisg.ch/www/edis.nsf/SysLkpByIdentifier/4785/$FILE/dis4785.pdf

Osterwalder, A., & Pigneur, Y. (2002). Business Models and their Elements Position. In
International Workshop on Business Models, Lausanne, Switzerland, October 4-5, 2002.

O’Leary, D. E. (2023). Digitization, digitalization, and digital transformation in accounting,
electronic commerce, and supply chains. Intelligent Systems in Accounting, Finance and
Management, 30(2), pp. 101-110.

Par Latvijas Nacionalo attistibas planu 2021.-2027. gadam (2020) [online]. The Republic of Latvia
Saeima decision No. 418/Lml3, Likumi.lv website [viewed 31 May 2024]. Available:
https://likumi.lv/ta/id/315879-par-latvijas-nacionalo-attistibas-planu-20212027-gadam-
nap2027

Par Latvijas Nacionalo attistibas planu 2014.—2020. gadam (2012) [online]. The Republic of Latvia
Saeima, 20 December 2012, Likumi.lv website [viewed 31 May 2024]. Available:
https://likumi.lv/ta/id/253919-par-latvijas-nacionalo-attistibas-planu-2014--2020-gadam

Paulus-Rohmer, D., Schatton, H., Bauernhansl, T. (2016). Ecosystems, Strategy and Business
Models in the age of Digitization — How the Manufacturing Industry is Going to Change its
Logic. In Procedia CIRP, 57, pp. 8-13.

Projekts “Gudra Latvija”. (2019). [online]. Latvijas Informacijas un komunikacijas tehnologiju
asociacija website [viewed 31 May 2024]. Available: https://www.gudralatvija.lv/

Rafati, L., & Poels, G. (2014). Introducing service-oriented organizational structure for capability
sourcing. Springer International Publishing. In Exploring Services Science: 5th International
Conference, IESS 2014, Geneva, Switzerland, February 5-7, 2014. Proceedings 5, pp. 82-91.

Raymond, L., Bergeron, F., Croteau, A. M., St-Pierre, J. (2016). IT-enabled Knowledge
Management for the Competitive Performance of Manufacturing SMEs: An Absorptive
Capacity-based View. Knowledge and Process Management, 23(2), 110-123.

Reis, J., Amorim, M., Meldo, N., & Matos, P. (2018). Digital transformation: a literature review
and guidelines for future research. Trends and Advances in Information Systems and
Technologies: Volume 16, pp. 411-421.

Register of Enterprises Open Data. (2024). [online]. Register of Enterprises Open data website
[viewed 31 May 2024]. Available: https://data.gov.lv/dati/Iv/dataset/uz/resource/25e80bf3-
f107-4ab4-89ef-251b5b9374€9

Remane, G., Hanelt, A., Nickerson, R. C., Kolbe, L. M. (2017). Discovering digital business
models in traditional industries. Journal of Business Strategy, 38(2), pp. 41-51.

Schallmo, D., Williams, C. A., Boardman, L. (2017). Digital Transformation of Business Models
— Best Practice, Enablers, and Roadmap. International Journal of Innovation Management,
21(8), 1740014. 17 p.

Seelos, C., Mair, J. (2007). Profitable business models and market creation in the context of deep
poverty: A strategic view. Academy of management perspectives, 21(4), pp. 49—63.

Shapiro, C., Varim, H. R. (1999). Information Rules: A Strategic Guide to the Network Economy.
Harvard Business School Press, 352 p.

65


https://likumi.lv/ta/id/315879-par-latvijas-nacionalo-attistibas-planu-20212027-gadam-nap2027
https://likumi.lv/ta/id/315879-par-latvijas-nacionalo-attistibas-planu-20212027-gadam-nap2027
https://likumi.lv/ta/id/253919-par-latvijas-nacionalo-attistibas-planu-2014--2020-gadam
https://www.gudralatvija.lv/
https://data.gov.lv/dati/lv/dataset/uz/resource/25e80bf3-f107-4ab4-89ef-251b5b9374e9
https://data.gov.lv/dati/lv/dataset/uz/resource/25e80bf3-f107-4ab4-89ef-251b5b9374e9

Singh, G., Bankhede, J., Barnwal, K. M., Verma, J., Shrivastava, J. (2021). A Research Paper on
G-mart: The E-Commerce Website. International Journal for Research in Applied Science &
Engineering Technology, Vol. 9, pp. 1949—-1956.

Smith, M. D, Bailey, J., Brynjolfsson, E. (1999). Understanding Digital Markets: Review and
Assessment. MIT Press, 1999 EBusiness@MIT, (July), pp. 1-34

SPARK. (2016). “Cifrovaja transformacija? Net, ne slishali.” [online] (In Russian). Published 2
September 2016, SPARK  website [viewed 15 January 2021]. Available:
https://spark.ru/startup/wehive/blog/17225/tsifrovaya-transformatsiya-net-ne-slishali

The Digital Economy and Society Index (DESI)(2023) [online]. European Commission_website
[viewed 31 May 2024]. Available: https://digital-strategy.ec.europa.eu/en/policies/desi

Tutak, M., Brodny, J. (2022). Business Digital Maturity in Europe and Its Implication for Open
Innovation. Journal of Open Innovation: Technology, Market, and Complexity, 8(1), 27.

Vafopoulos, M. (2012). The web economy: Goods, users, models, and policies. Foundations and
Trends® in Web Science, 3(1-2), pp. 1-136.

Viljakainen, A., Toivonen, M., Aikala, M. (2013). Industry transformation towards service logic:
A business model approach. Cambridge Service Alliance, Working Paper Series, pp. 1-24.
Viswanathan, S., & Anandalingam, G. (2005). Pricing strategies for information goods. Sadhana

— Academy Proceedings in Engineering Sciences, 30(2-3), pp. 257-274.
Wasko, M., Teigland, R., Leidner, D., Jarvenpaa, S. (2011) Stepping into the internet: New

ventures in virtual worlds. MIS Quarterly: Management Information Systems, 35(3), pp. 645—
652.

Weill, P., Subramani, M., Broadbent, M. (2002). Building It Infrastructure for Strategic Agility.
MIT Sloan Management Review, pp. 57-65.

Weller, S. C. (1998). Structured interviewing and questionnaire construction. Handbook of
methods in cultural anthropology, 365—4009.

Yellow Pages Limited Reports & Filings 2018 [online]. Yellow Pages website [viewed 31 May
2024]. Available: https://corporate.yp.ca/en/investors/overview/

Yellow Pages to stop printing from January 2019 (2019) [online]. The Guardian website [viewed
31 May 2024]. Available: https://www.theguardian.com/media/2017/sep/01/yellow-pages-to-
stop-printing-from-january-2019

Zott, C., Amit, R., Massa, L. (2011). The business model: Recent developments and future
research, Journal of Management, 37 (4), pp. 1019-1042.

Zott, C., & Amit, R. (2013). The business model: A theoretically anchored robust construct for
strategic analysis. Strategic Organization, 11(4), pp. 403—411.

66


https://corporate.yp.ca/en/investors/overview/
https://www.theguardian.com/media/2017/sep/01/yellow-pages-to-stop-printing-from-january-2019
https://www.theguardian.com/media/2017/sep/01/yellow-pages-to-stop-printing-from-january-2019

Ludmila Kasperovi¢a was born in Riga, Latvia. She obtained a higher
education qualification of a civil engineer from Riga Politechnic Institute
(since 1990 - Riga Technical University (RTU)) in 1987. Her professional
experience focuses on financial and business process management.
In 2004, she obtained a Professional Master's degree in Business
Administration from Riga International School of Economics and
Business Administration (RSEBA). Since 2017, she has been working
in her own private company, providing services related to financial
control and planning of business, as well as in digitalisation projects
of various processes. Additionally, she is involved in academic work.
She teaches the "Financial Management” course and is a researcher
at the Economics and Business Institute of the Faculty of Engineering
Economics and Management of RTU. Her research interests are related
to the development of a profitable business model in the digital age.



	Introduction
	The main scientific developments
	1. Latvian commercial activity in the digital age
	2. Identification of the factors influencing the positive financial performance of capital companies in the digital age
	3. Assessment of the impact of the identified factors on commercial activity
	4. Digital maturity of capital companies – correlation with companies' financial results
	Conclusions
	List of references and sources used
	PDK_Kasperovica_EN_p39_170x240.pdf
	Introduction
	The main scientific developments
	1. Latvian commercial activity in the digital age
	2. Identification of the factors influencing the positive financial performance of capital companies in the digital age
	3. Assessment of the impact of the identified factors on commercial activity
	4. Digital maturity of capital companies – correlation with companies' financial results
	Conclusions
	List of references and sources used




