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Despite the widespread adoption of digital technologies and their potential to break down
traditional barriers in business and communication, many Latvian residents and enter-
prises still lack access to digital marketing tools and the advantages they offer. This
article aims to analyze inequality among residents and enterprises in the Latvian online
market of digital marketing. The conceptual basis of the study is the technology accept-
ance model (TAM), the theory of digital divide and the resource approach based on the
theory of social fields. For dynamic analysis of statistical data, the con(di)vergence of
indicators of the involvement of various socio-demographic and geographical groups of
Latvian residents and enterprises in the online market of digital marketing is assessed.
The empirical study is based on Latvian statistics for 2013— 2022 (for some indicators —
2023). The results of the study show that the development of digital marketing in Latvia
is happening very quickly, but the potential for development still remains very large,
since with 90 % of Latvian residents regularly (at least once a week) using the internet,
more than 30 % of Latvians have not yet made a purchase or order on the internet. The
development of digital marketing in Latvia reduces socio-demographic and geographical
inequalities among residents and enterprises in the online market in relation to the ‘digital
inequality of input’ (access to the online market), but in relation to the ‘digital inequality
of output’ (returns from this access) the equalizing opportunities of digital marketing
in Latvia (especially in its regions) are limited by the specifics of the functioning of the
economy based on social capital. In this economy, models and theories developed for
the economy based on innovation practically do not work. The novelty of this study is a
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comprehensive analysis of the general background and dynamics of the development of
the Latvian online market of digital marketing in the context of digital inequality among
residents and enterprises.
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digital marketing, online market, digital inequality, digital divide, con(di)vergence,
coefficient of variation, Latvia

Introduction

In Latvia, digital marketing has been actively utilized for over 15 years (glob-
ally, for more than 30 years [1]), and it essentially encompasses a range of strat-
egies designed to promote and sell goods and services through electronic media.
The lion’s share of this process is occupied by activities on the Internet (repre-
senting the technological basis for a separate segment of the market of marketing
services),! but digital marketing also covers activities on radio and television (not
only overt advertising, but also the promotion of consumer ideas, and lifestyle —
the so-called hidden agenda’).?

The global market of digital marketing is projected to reach a value of approx-
imately USD 363.05 billion by 2023,* driven by the growing number of users of
digital channels. Owing to the rapid adoption of online advertising and increas-
ing investments in ICT and digital platforms, the market of digital marketing is
expected to further grow at a compound annual growth rate (CAGR) of 13.1%
during the forecast period 2024 —2032.* North America is the leading regional
market of digital marketing and will continue to dominate in the coming years.
The region is expected to account for 38 % to 42 % of the total digital marketing
expenditure during the forecast period.’ The large target audience of the region is
encouraging key players and brands in North America to promote their content,
products and services online, which in turn is fueling the growth of the market of
digital marketing. Asia Pacific is also expected to witness significant growth in
the market of digital marketing in the coming years, owing to the high population
density in the region, the spread of the Internet and the growing popularity of
smartphones among the population.®

! The online market of digital marketing is an area on the Internet where enterprises and
brands use various digital tools and platforms to promote their products, and services and
promote their brand on mobile devices (Expert Market Research, 2023).

% Draudzigs Internets. 2023, Digitalais marketings — situacija Latvija, URL: https://
www.draudzigsinternets.lv/digitalais-marketings-interneta/ (accessed 20.03.2024).

5 Expert Market Research. 2023, Global Digital Marketing Market Outlook, URL:
https://www.expertmarketresearch.com/reports/digital-marketing-market (accessed
20.03.2024).

4 Ibid.

5 Ibid.

¢ Ibid.


https://ww.draudzigsinternets.lv/
https://www.draudzigsinternets.lv/digitalais-marketings-interneta/
https://www.draudzigsinternets.lv/digitalais-marketings-interneta/
https://www.expertmarketresearch.com/reports/digital-marketing-market
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In turn, Latvia, according to the Digital Economy and Society Index (DESI)
for 2021, has been doing well in terms of connectivity, use of Internet services and
digitalization of public services, but the degree of business digitalization among
small and medium-sized enterprises (SMEs) and e-commerce lags far behind the
European Union (EU) average.! This makes Latvia one of the least developed
countries in the EU in this aspect, with the lowest level of web sales to enterprises
and governments in the EU.2 SMEs in Latvia are undergoing a digital adaptation
while lagging behind large enterprises in all areas of digitalization.

Even though currently there are tens of thousands of enterprises’ websites
registered in Latvia, only a small part of them attract visitors from the world’s
largest search engine Google. Insufficient content, incorrect technical settings
or lack of popularity means that only their owners know about the existence of
such websites.®> For a website to be successful and attract customers, potential
customers need to know about it. Digital marketing tools can help with this if
the right solutions are used and the website is adapted to best sales practices [2].
The so-called digital inequality* or digital divide [3— 5] among enterprises can be
observed here, which is the disparity in technical, professional, cultural and other
capabilities and abilities to successfully operate in the online market of digital
marketing.

Regarding potential participants in the Latvian online market of digital mar-
keting, in 2022, 10 % of the country’s population (and 16.3 % in Latgale, a tra-
ditionally lagging southeastern region [6]) did not use the Internet regularly (at
least once a week),” which means they are practically out of reach of digital mar-
keting tools. In turn, in 2019 (before the COVID-19 pandemic, which was the
impetus for increased digitalization of many spheres of activity in most countries
of the world) the share of Latvians who did not use the Internet at least once a
week was 16.3% (in Latgale, 23.5 %).°

! European Commission. 2021, Digital Economy and Society Index (DESI) 2021 Latvia,
URL: https://www.varam.gov.lv/lv/media/29250/download (accessed 20.03.2024).

2 Ibid.

% Latvijas Republikas Vides aizsardzibas un regionalas attistibas ministrija (LR VARAM).

2020, Latvijas uznémeéju aptaujas rezultati — Digitalo tehnologiju izmantosana
uznemumos, URL: https://www.varam.gov.lv/lv/petijumi-e-parvaldes-joma (accessed
20.03.2024).

* Buhtz, K., Reinartz, A., Konig, A., Graf-Vlachy, L. 2014, Second-order digital inequality:
the case of e-commerce. Proceedings of the 35" International Conference on Information
Systems, Auckland, URL: https://www.graf-vlachy.com/publications/Buhtz% 20et% 20
al%202014%20Second-Order%20Digital % 20Inequality-%20The% 20Case % 200f% 20
E-Commerce% 20ICIS.pdf (accessed 20.03.2024).

5 Latvijas Republikas Centrala statistikas parvalde (LR CSP). Tabula DLMO010: Iedzivotaji,
kuri lieto datoru / internetu (procentos no iedzivotaju kopskaita attiecigaja grupa), 2004 —
2023, Statistikas datubaze, URL: https://stat.gov.lv/lv/statistikas-temas/informacijas-
tehn/ikt-majsaimniecibas/tabulas/dlm010-iedzivotaji-kuri-lieto?themeCode=EK
(accessed 20.03.2024).

¢ Ibid.


https://www.varam.gov.lv/lv/media/29250/download
https://www.varam.gov.lv/lv/petijumi-e-parvaldes-joma
https://www.graf-vlachy.com/publications/Buhtz et al 2014 Second-Order Digital Inequality- The Case of E-Commerce ICIS.pdf
https://www.graf-vlachy.com/publications/Buhtz et al 2014 Second-Order Digital Inequality- The Case of E-Commerce ICIS.pdf
https://www.graf-vlachy.com/publications/Buhtz et al 2014 Second-Order Digital Inequality- The Case of E-Commerce ICIS.pdf
https://stat.gov.lv/lv/statistikas-temas/informacijas-tehn/ikt-majsaimniecibas/tabulas/dlm010-iedzivotaji-kuri-lieto?themeCode=EK
https://stat.gov.lv/lv/statistikas-temas/informacijas-tehn/ikt-majsaimniecibas/tabulas/dlm010-iedzivotaji-kuri-lieto?themeCode=EK
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Scientific literature [7; 8] and business practices [9] recognize that the online
market of digital marketing has the potential to reduce digital inequality among
residents and enterprises. On the other hand, the results of some studies suggest
that equalization of opportunities in the sense of access to the Internet leads to
even greater technological inequality because individuals with initially higher
socio-economic status are much more successful in using the opportunities of-
fered by the Internet in general and by the online market of digital marketing in
particular [10].

Thus, despite the widespread use of digital technologies and their potential to
reduce traditional barriers in business and communication, there are significant
inequalities in access to digital marketing tools and benefits from their use among
Latvian residents and enterprises. This inequality is manifested both in differenc-
es in technical equipment and professional competencies, as well as in geograph-
ical and socio-economic divisions, which significantly affects the involvement of
residents and enterprises in the online market of digital marketing.

This article aims to analyze the inequality among residents and enterprises
in the Latvian online market of digital marketing. We hypothesize that the rapid
development of digital marketing in Latvia is contributing to a reduction in dig-
ital inequality among residents and enterprises. The empirical basis of this study
is the data of the Latvian Central Statistical Bureau (CSB) (Latvian: Centrala
statistikas parvalde, CSP) for the last 10— 11 years (from 2013 to 2022 (for some
indicators — to 2023)) on the involvement of various groups of residents and
enterprises in the online market of digital marketing.

Literature review and a brief analysis

The term ‘digital marketing’ appeared in the 1990s, during the period of rap-
id development of information and communication technologies (ICT) [11; 12].
Nowadays, digital marketing is considered one of the four components of com-
prehensive digitalization of an enterprise, and all four interrelated components
(ICT development (infrastructure modernization), digitization of operations, dig-
ital marketing and digital business) “are stages in the digital journey of most en-
terprises” [9, p. 3]. The concept of the digital journey as a long process (and the
thesis ‘transform or die’) is also used by the authors of the “SMEs Digital Jour-
ney Report Latvia 2021: Mechanism of the Digital Transformation” to analyze
the digital transformation process of Latvian small and medium-sized enterprises
(SMEs), which usually start their digital journey with digitization of general ad-
ministration and marketing operations.!

The next step is the use of social media or participation in e-commerce. How-
ever, as more sophisticated technologies (such as big data and artificial intelli-

! Rupeika-Apoga, R., Bule, L. 2021, SMEs Digital Journey Report Latvia 2021:
Mechanism of the Digital Transformation, University of Latvia, Faculty of Business,
Management and Economics, URL: https:/www.bvef.lu.lv/fileadmin/user_upload/
LU.LV/Apaksvietnes/Fakultates/www.bvef.lu.lv/Report.pdf (accessed 20.03.2024).


https://www.bvef.lu.lv/fileadmin/user_upload/LU.LV/Apaksvietnes/Fakultates/www.bvef.lu.lv/Report.pdf
https://www.bvef.lu.lv/fileadmin/user_upload/LU.LV/Apaksvietnes/Fakultates/www.bvef.lu.lv/Report.pdf
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gence) enter the market, the ability of SMEs to adopt them is significantly reduced
compared to large enterprises.! While some experts argue that digital marketing
provides equal growth opportunities for every enterprise? [8], the competence of
enterprises in digital marketing often leaves much to be desired because “digital
marketing is more than just technology adoption, it is also about strategies for
integrating technology into business processes” [13, p. 4].

As for the behaviour of potential customers of enterprises in the online market
of digital marketing, for example, the results of a study conducted in Lithuania
show that Lithuanian customers prefer traditional shopping in stores rather than
online shopping [2]. For instance, 44 % of shoppers visit physical stores more
than three times a week. Despite the preference for traditional shopping, the au-
thors of a Lithuanian study indicate that the online shopping market in Lithuania
is still growing. The Lithuanian study also identified key characteristics of on-
line stores that most influence online shopping behaviour. These factors include
website design, informativeness, convenience, security, and the store’s popularity
[2]. Overall, Lithuanian researchers emphasize the importance of adapting digital
marketing and online sales strategies to the preferences and behaviour of local
consumers, as well as the need for further research in this area, especially in other
geographical regions with similar economic and cultural conditions [2] — for
example, in Latvia.

The scientific literature identifies young people as the most promising target
audience in the online digital marketing market [7; 14; 15]. For example, the
results of a study conducted in Pakistan show that young Pakistanis prefer attrac-
tive and well-designed websites or social networks with many unique features
to purchase goods and services. In particular, good website design and features
increase shopping intention by 55.2% [7]. The results of factor analysis show
that overall social media marketing (SMM) determines the shopping behaviour
of youth in Pakistan by 53.5 % and the remaining 46.5 % is due to other external
and internal factors that are not related to SMM (such as personal, social, psycho-
logical, cultural differences or environmental factors) [7].

The rapidly growing online market of digital marketing worldwide has also
created its own stratification, most often referred to in the scientific literature
by the terms ‘digital inequality’ or ‘digital divide’. Researchers identify several
levels of digital inequality, such as a first- and a second-order effect: a first-order
effect is created by inequality in access to ICT, and a second-order effect is cre-

! Rupeika-Apoga, R., Bule, L. 2021, SMEs Digital Journey Report Latvia 2021:
Mechanism of the Digital Transformation, University of Latvia, Faculty of Business,
Management and Economics, URL: https:/www.bvef.lu.lv/fileadmin/user_upload/
LU.LV/Apaksvietnes/Fakultates/www.bvef.lu.lv/Report.pdf (accessed 20.03.2024).

2 Zwilling, M. 2014, Digital marketing is a great equalizer for startups, Forbes, 25.11,
URL: https://www.forbes.com/sites/martinzwilling/2014/11/25/digital-marketing-is-a-
great-equalizer-for-startups/?sh=486eddc96bd4 (accessed 20.03.2024).


https://www.bvef.lu.lv/fileadmin/user_upload/LU.LV/Apaksvietnes/Fakultates/www.bvef.lu.lv/Report.pdf
https://www.bvef.lu.lv/fileadmin/user_upload/LU.LV/Apaksvietnes/Fakultates/www.bvef.lu.lv/Report.pdf
https://www.forbes.com/sites/martinzwilling/2014/11/25/digital-marketing-is-a-great-equalizer-for-startups/?sh=486eddc96bd4
https://www.forbes.com/sites/martinzwilling/2014/11/25/digital-marketing-is-a-great-equalizer-for-startups/?sh=486eddc96bd4
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ated by inequality in the use of ICT.! Despite claims by some researchers that the
digital divide will disappear over time due to increasing access to the Internet
[4], the results of a six-month study of the online behaviour of 2,819 e-commerce
users in the US show a different picture: even with comparable levels of Inter-
net access, users with relatively high socio-economic status benefit more from
e-commerce than those with relatively low socio-economic status.? Specifically,
higher-income users shop on more websites within a certain category of digital
platforms; higher-income users are also more likely to shop on more digital plat-
forms; a direct and statistically significant (p<0.01) effect of income on the use
of alternative e-commerce platforms was found; a direct relationship between
income and the use of price comparison websites was also found; higher income
users are more likely to shop on more digital platforms. Thus, a second-order
effect describes that some individuals benefit less from digital opportunities not
so much because of limited access to ICT, but because of limited ability to use it.

Some researchers distinguish three levels of the digital divide among resi-
dents [5; 14]: (1) access to the Internet — the difference in access to the latest
ICT (presence or absence of material base) and include not only the possession
of special devices (smartphones, computers, etc.) but also the availability of the
Internet, as well as its qualitative characteristics (speed, cost, etc.); (2) use of the
Internet — the difference in the skills necessary for the effective use of ICT (the
presence of abilities not only to consume content but also to produce it, to be
an active participant in interaction); (3) benefits from the use of the Internet —
difference in life chances and opportunities resulting from the use of ICT (this
level is the most difficult to measure and is based on information about the level
of digitalization of the certain spheres of a society’s life). The results of a study
conducted in Russia [14] allow its author to state the existence of differences in
access to and use of the Internet between generations, both in terms of the pos-
session of digital devices and in terms of the purpose of using the Internet. At
the same time, there is a positive trend among representatives of all generations
in Internet use. The assessment of the digital divide of the third level allows the
author to conclude that there are benefits for all generations in Russia from the
use of the Internet [14].

In Latvia, various aspects of the online market of digital marketing and dig-
ital inequality among residents, enterprises and also municipalities are actively
studied at the Faculty of Business, Management and Economics of the Univer-
sity of Latvia, mainly under the leadership of Professor Sloka. The results of the

! Buhtz, K., Reinartz, A., Konig, A., Graf-Vlachy, L. 2014, Second-order digital
inequality: the case of e-commerce. Proceedings of the 35th International Conference
on Information Systems, Auckland, URL: https://www.graf-vlachy.com/publications/
Buhtz%20et%20al%202014 %20Second-Order%20Digital % 20Inequality-%20The %20
Case%200f% 20E-Commerce % 20ICIS.pdf (accessed 20.03.2024).

2 Ibid.


https://www.graf-vlachy.com/publications/Buhtz et al 2014 Second-Order Digital Inequality- The Case of E-Commerce ICIS.pdf
https://www.graf-vlachy.com/publications/Buhtz et al 2014 Second-Order Digital Inequality- The Case of E-Commerce ICIS.pdf
https://www.graf-vlachy.com/publications/Buhtz et al 2014 Second-Order Digital Inequality- The Case of E-Commerce ICIS.pdf
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research show that there is digital inequality among municipalities in Latvia.!
Out of 119 municipalities in Latvia, 13 do not use social networks at all. Some
municipalities use up to 4 different social networks, while others limit themselves
to one or two. In particular, 37 municipalities use four different social networks.?
These data indicate significant differences in the adoption and use of ICT among
Latvian municipalities, which may exacerbate the digital divide between resi-
dents and enterprises at the third level, based on the level of digitalization of local
administrative and public services [5; 14].

Furthermore, Latvian researchers study the problem of digital inequality
among households depending on such characteristics as place of residence (re-
gion, city or rural area), income level and education level [16]. Using data from
the Latvian CSB for 2019, Lase and Sloka identified differences between urban
and rural Internet access, and socio-economic differences between residents with
different income and education, which affects their opportunities as the result of
Internet access and digital skills. The researchers concluded that Latvian soci-
ety needs to strengthen motivation for lifelong learning, invest in ICT and raise
awareness among residents about the importance of digitalization [16].

Despite a rather active study of the online market of digital marketing and
digital inequality in Latvia, we have not been able to find any long-term dynam-
ic analysis of the changes taking place in the Latvian online market of digital
marketing in the context of digital inequality among residents and enterprises.
Consequently, no attempt has yet been made to confirm or reject the hypothesis
that the development of digital marketing in Latvia is very fast and reduces in-
equality among residents and enterprises in the online market. Furthermore, there
are no studies analyzing the general background and dynamics of the Latvian
online market of digital marketing and digital inequality among residents and
enterprises.

Conceptual framework and the research methodology

Since the Internet market is based on technology, the conceptual understand-
ing and description of the behaviour of its potential and actual participants can
be based on the technology acceptance model (TAM) developed by Davis, which
explains how users accept and use computerized information systems? [17]. First,
the perceived usefulness of a new technology is important — the degree to which

! Sloka, B. Lase, K., Vitols, M. 2021, Social Media Use in Municipalities in Latvia,
University of Latvia, URL: http://dspace.lu.lv/dspace/bitstream/handle/7/56470/Social
Media_Use.pdf?sequence=3&isAllowed=y (accessed 20.03.2024).

2 Ibid.

5 Davis, F.D. 1986, A Technology Acceptance Model for Empirically Testing New End-
User Information Systems: Theory and Results, Ph.D. Thesis, Massachusetts Institute
of Technology, Sloan School of Management, URL: https://www.researchgate.net/
publication/35465050 A Technology Acceptance Model for Empirically Testing
New_End-User_Information_Systems (accessed 20.03.2024).


http://dspace.lu.lv/dspace/bitstream/handle/7/56470/Social_Media_Use.pdf?sequence=3&isAllowed=y
http://dspace.lu.lv/dspace/bitstream/handle/7/56470/Social_Media_Use.pdf?sequence=3&isAllowed=y
https://www.researchgate.net/publication/35465050_A_Technology_Acceptance_Model_for_Empirically_Testing_New_End-User_Information_Systems
https://www.researchgate.net/publication/35465050_A_Technology_Acceptance_Model_for_Empirically_Testing_New_End-User_Information_Systems
https://www.researchgate.net/publication/35465050_A_Technology_Acceptance_Model_for_Empirically_Testing_New_End-User_Information_Systems
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an individual believes that using a particular computerized information system
will improve his or her work (if a technology is perceived as useful, it is more
likely to be accepted and used). Second, the perceived ease of use of the new
technology is also important — the extent to which the individual believes that
using the technology will not require excessive effort. If a technology is perceived
as easy to use, the likelihood of its adoption by a potential user increases [17].

The perception of usefulness and ease of use of a new technology is likely to
be strongly influenced by the socio-economic status of individuals.! It can then
be expected that Latvians with a relatively low socio-economic status will find
online market activities difficult and risky and will be less motivated by the util-
itarian benefits of these activities, which will lead to less effective use of digital
marketing tools compared to their fellow citizens with a relatively high socio-
economic status.

The conceptual basis of inequality in the online market of digital marketing
is further explained using the theory of the digital divide developed by van Dijk
[18, 19], used in those studies that distinguish several levels of digital inequality?
[3] or digital divide [5; 14]. Van Dijk identifies four types of access to ICT [19]:

(1) motivational access — interest, desire and need to use ICT; relates to po-
tential users’ beliefs and attitudes towards technology, including their interest in
ICTs and perceptions of their usefulness;

(2) material access — the physical presence of a computer, smartphone and
Internet connection; also includes the availability and cost of equipment and ser-
vices, which may be a significant barrier for some groups of potential users;

(3) access skills — abilities and skills necessary for the effective use of ICT
(ability to use software and hardware, ability to search, find and process infor-
mation);

(4) access use — the actual use and application of ICT in everyday life, work
and learning; How often and how effectively individuals use technology to
achieve their goals.

Van Dijk emphasizes that all these types of access to ICT are interconnected
and important for understanding the digital divide — a lack of any of them can
become an obstacle to full inclusion in the digital society [18; 19]. Thus, the main
causes of digital inequality among Latvian residents and enterprises, located at
different levels, are the following: inequality in ICT skills and competencies,
inequality in access to infrastructure, socio-economic inequality (a first-order ef-
fect), inequality in the efficiency of using opportunities, opening up in the online
market of digital marketing (a second-order effect).

! Buhtz, K., Reinartz, A., Konig, A., Graf-Vlachy, L. 2014, Second-order digital
inequality: the case of e-commerce. Proceedings of the 35th International Conference
on Information Systems, Auckland, URL: https://www.graf-vlachy.com/publications/
Buhtz% 20et%20al1%202014%20Second-Order%20Digital % 20Inequality-2%20The %20
Case%200f%20E-Commerce % 20ICIS.pdf (accessed 20.03.2024).

2 Ibid.


https://www.graf-vlachy.com/publications/Buhtz et al 2014 Second-Order Digital Inequality- The Case of E-Commerce ICIS.pdf
https://www.graf-vlachy.com/publications/Buhtz et al 2014 Second-Order Digital Inequality- The Case of E-Commerce ICIS.pdf
https://www.graf-vlachy.com/publications/Buhtz et al 2014 Second-Order Digital Inequality- The Case of E-Commerce ICIS.pdf
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Another paradigm for conceptual understanding and description of the be-
haviour of potential and actual participants in the online market of digital mar-
keting is offered by the resource approach based on the theory of social fields
developed by Bourdieu [20], actively used in research at Daugavpils Univer-
sity (Latvia) to study the volume and structure of the ‘resource portfolio’ and
the total capital of various social strata [22 —24]. The resource approach or the
resource-asset-capital approach, developed by Tikhonova as a new theoretical
paradigm in stratification studies [21], is based on the following methodological
premise: the resources available to an individual/enterprise, as a result of their
[resources] activation, can be converted into its assets, which, in turn, can bring
socio-economic returns as a result of their [assets] capitalization, i.e. become
the capital of an individual/enterprise. According to the methodology developed
by Menshikov [22] and further modified [24], nine groups of resources — eco-
nomic, cultural, professional, social, administrative, political, symbolic, physical
and geographical — form the structure of a ‘resource portfolio’ characteristic
of European society.! In Latvia, using the example of two social strata, workers
and the ‘middle class’ (identified based on three characteristics: income, educa-
tion, self-identification), a statistically significant difference was discovered in
the volume of the ‘resource portfolio’, and it was also found that workers are less
successfully than representatives of the ‘middle class’ capitalize the resources at
their disposal, i.e. less able to convert them into their capital [24]. Thus, social
strata differ from each other not so much in the specificity of resources, but in the
specificity of the capital obtained from them [24].

Overall, the technology acceptance model, the theory of digital divide and the
resource approach based on the theory of social fields offer essentially a common
conceptual understanding that digital inequality (like any other type of inequali-
ty) includes two main aspects: inequality of opportunity (input) and inequality of
achievement (output). Each of the above-mentioned theoretical and methodolog-
ical approaches used in this study explains the mechanism of digital inequality in
different reference systems and terms, but they all recognize the fact that equality
of access to ICT does not yet mean equality of results (I.e. the capabilities of a
computer greatly depend on the abilities of the person who is sitting behind it).
In application to the hypothesis of this study that the development of digital mar-
keting in Latvia reduces inequality among residents and enterprises in the online
market, this means the following: the hypothesis may be true in relation to the
‘digital inequality of input’ and not entirely true in relation to ‘digital inequality
of output’.

! In other societies, the structure of the ‘resource portfolio’ may be different. For example,
arecent study in two Southeast Asian countries, Indonesia and Thailand [25], shows that in
these societies, religious resource-asset-capital plays a crucial role in social stratification
because it is used as a starting point for access to other resources and their activation-
capitalization. But in modern Latvia, people’s religious affiliation does not give them
any advantages [26], i.e. is not a determining factor of social stratification, which is most
likely true for the entire European society.
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In the framework of this study, the development of the online market of dig-
ital marketing is conceptually understood primarily in a quantitative aspect —
as an increase in the share of Latvian residents and enterprises potentially and
actually involved in the online market of digital marketing. Empirically, this is
interpreted as the share of Latvian residents who regularly (at least once a week)
use the Internet and make purchases or orders there, as well as the share of Lat-
vian enterprises that have a website and use social media on the Internet. Based
on available statistical data,' the following figure shows the structure of Latvian
residents and enterprises potentially and already involved in the online market of
digital marketing.

Latvian residents who regularly Latvian enterprises
(at least once a week) use the Internet that have a website on the Internet

S ~

Latvian online market
of digital marketing

Latvian residents Latvian enterprises
who make purchases or ordres on the Internet: that use social media on the Internet:
— at least once — social networks
— during the last year — enterprise’s blog or microblogs
— during the last 3 months — multimedia content sharing websites

Fig. 1. The structure of potential and actual participants
in the Latvian online market of digital marketing

Source: developed on the basis of the classification adopted in Latvian statistics.

To study the dynamics of the share of Latvian residents and enterprises po-
tentially and actually involved in the online market of digital marketing, i.e. the
share of Latvian residents who regularly (at least once a week) use the Internet
and make purchases or orders there, as well as the share of Latvian enterprises
that have a website and use social media on the Internet, we use the method of
assessing con(di)vergence [27—29] of indicators of the involvement of various

! Latvijas Republikas Centrala statistikas parvalde (LR CSP). Tabula DLMO010: Iedzivotaji,
kuri lieto datoru / internetu (procentos no iedzivotaju kopskaita attiecigaja grupa), 2004 —
2023. Statistikas datubaze, URL: https://stat.gov.lv/lv/statistikas-temas/informacijas-
tehn/ikt-majsaimniecibas/tabulas/dlm010-iedzivotaji-kuri-lieto?themeCode=EK; Tabula
EKI020: Tedzivotaji, kuri ir vai nav veikusi pirkumus tieSsaiste interneta personiskiem
merkiem (procentos no iedzivotaju kopskaita attiecigaja grupa), 2013-2022, Statistikas
datubaze, URL: https://data.stat.gov.lv/pxweb/lv/OSP_PUB/START _IKT__EK__EKI/
EKI020; Tabula DLUO010: Datoru, interneta un majaslapas lietosana uznémumos (% no
uznemumu kopskaita attiecigaja grupa), Statistikas datubaze, URL: https://data.stat.gov.
lv/pxweb/lv/OSP_PUB/START__IKT__DL__DLU/DLUO010; Tabula DLUO050. Socialo
mediju lietosana interneta uznemumos (% no uznémumu kopskaita attiecigaja grupa),
Statistikas datubaze, URL: https://data.stat.gov.lv/pxweb/Iv/OSP_PUB/START __IKT
DL__DLU/DLUO050 (accessed 20.03.2024).


https://stat.gov.lv/lv/statistikas-temas/informacijas-tehn/ikt-majsaimniecibas/tabulas/dlm010-iedzivotaji-kuri-lieto?themeCode=EK
https://stat.gov.lv/lv/statistikas-temas/informacijas-tehn/ikt-majsaimniecibas/tabulas/dlm010-iedzivotaji-kuri-lieto?themeCode=EK
https://data.stat.gov.lv/pxweb/lv/OSP_PUB/START__IKT__EK__EKI/EKI020
https://data.stat.gov.lv/pxweb/lv/OSP_PUB/START__IKT__EK__EKI/EKI020
https://data.stat.gov.lv/pxweb/lv/OSP_PUB/START__IKT__DL__DLU/DLU010
https://data.stat.gov.lv/pxweb/lv/OSP_PUB/START__IKT__DL__DLU/DLU010
https://data.stat.gov.lv/pxweb/lv/OSP_PUB/START__IKT__DL__DLU/DLU050
https://data.stat.gov.lv/pxweb/lv/OSP_PUB/START__IKT__DL__DLU/DLU050

146 SOCIETY

groups of residents and enterprises in the Latvian online market of digital market-
ing for the period of time from 2013 to 2022 (2023) using comparative analysis
of data and calculation of the coefficient of variation.!

The concept of con(di)vergence is quite applicable to describe the conver-
gence or divergence of the indicators of involvement of various groups of Lat-
vian residents and enterprises in the online market of digital marketing over a
certain period since in economic and social contexts convergence refers to the
process when the indicators of different groups or territories come closer together
according to certain indicators [27]. To confirm the presence of convergence (de-
creasing the digital inequality) or divergence (increasing the digital inequality),
we can use statistical data on the dynamics of indicators of the involvement of
various groups of Latvian residents and enterprises in the online market of digital
marketing to find out the degree of their [indicators] convergence or divergence.

In the scientific (mainly econometric) literature [27 —29], there are two main
types of con(di)vergence: [(beta)-con(di)vergence and o(sigma)-con(di)ver-
gence. These are two different concepts mainly used by economists to study in-
terterritorial convergence or divergence by various indicators [30—32]. Thus, the
concept of 3-convergence is used to describe the process in which relatively poor
economies grow at a faster rate than relatively rich ones, which over time leads to
a decrease in the gap in measured indicators between them [31]. It can be called
convergence over time and can be applied to any indicators and groups, including
indicators of the involvement of various groups of residents and enterprises in the
Latvian online market of digital marketing over the studied period. It is expected
that lagging groups of residents and enterprises will increase their involvement in
the online market at a faster pace.

In turn, the concept of o-con(di)vergence describes a decrease or increase in
the variability (scatter) of indicators among (in this study) various groups of resi-
dents and enterprises. It can be called con(di)vergence in space (not only physical
but also socio-economic), leading to a decrease or increase in inequality between
the groups studied. The conclusion about the presence or absence of o-con(di)
vergence of indicators is made based on a dynamic analysis of the coefficient
of variation [31], which makes it possible to assess the variability (scatter) of an
indicator within normalized boundaries [33]. The coefficient of variation is calcu-
lated as the ratio of the standard deviation to the arithmetic mean of the sample;?
if its value is less than 10 %, then the variability (scatter) of the indicator is con-
sidered weak, at 10—30 % — medium, 30—60 % — strong, 60— 100 % — very
strong [33]. The coefficient of variation can be used to analyze con(di)vergence,
especially in the context of o-con(di)vergence [31].

! Marques, A., Soukiazis, E. 1998, Per Capita Income Convergence across Countries and
across Regions in the European Union. Some New Evidence, Paper presented during the
2" International meeting of European Economy organized by CEDIN(ISEG) in Lisbon,
URL: http://www4.fe.uc.pt/ceue/working papers/iconver.pdf (accessed 20.03.2024).

2 Marques, A., Soukiazis, E. 1998, Per Capita Income Convergence across Countries and
across Regions in the European Union. Some New Evidence, Paper presented during the
2" International meeting of European Economy organized by CEDIN(ISEG) in Lisbon,
URL: http://www4.fe.uc.pt/ceue/working papers/iconver.pdf (accessed 20.03.2024).


http://www4.fe.uc.pt/ceue/working_papers/iconver.pdf
http://www4.fe.uc.pt/ceue/working_papers/iconver.pdf

E. CiZo, N. Bogdanova, I. Mietule, A. Kokarevica, J. Kudins 147

The empirical basis of this study is the data from the Latvian Central Sta-
tistical Bureau for the last 10—11 years (from 2013 to 2022 (2023)) on the in-
volvement of various groups of Latvian residents and enterprises in the online
market of digital marketing (Fig. 1) both for Latvia as a whole and depending
on their socio-demographic and geographical characteristics: for residents —
age (16—24 years, 25—34 years, 35—44 years, 45— 54 years, 55—64 years,
65— 74 years), education (ISCED 0—2 — no school education, education below
primary, basic or primary education; ISCED 3 — general secondary education;
ISCED 5—8 — higher education'), economic activity (employed, unemployed,
schoolchildren or students, other economically inactive) and region of residence
(Riga (the capital of Latvia), around Riga (the Pieriga region), Vidzeme region,
Kurzeme region, Zemgale region, and the Latgale region); for enterprises — the
number of employees (10—49 employees (small enterprises), 50 —249 employ-
ees (medium-sized enterprises), 250 + employees (large enterprises)?) and indus-
try (according to NACE 2 classification).

Results and discussion

In line with the research methodology, the statistical analysis of the devel-
opment of Latvia’s online digital marketing market, in the context of digital in-
equality among residents and enterprises, involves examining the dynamics of
potential and actual market participants. This includes analyzing the share of Lat-
vian residents who regularly (at least once a week) use the Internet for purchases
or orders, as well as the share of Latvian enterprises that maintain a website and
utilize social media.

As the statistics indicate, the share of Latvian residents who regularly (at least
once a week) use the Internet, i.e. potential participants in the Latvian online
market of digital marketing, over the past 10 years has increased by 18.8 percent-
age points — from 71.2 % of the population in 2013 to 90.0 % in 2022 (herein-
after in the text — calculated according to the data of Latvian Central Statistical
Bureau). At the same time, the smallest increase (16.8 —17.2 percentage points)
was observed in Riga and around Riga (the Pieriga region), which in the refer-
ence year of 2013 had the largest share of residents who regularly use the Internet
(74.9% and 75.0 %, respectively). In turn, the largest increase in potential par-
ticipants in the online market of digital marketing was observed in the peripheral
regions of Latvia, although it cannot be said that in the Latgale region, where at
the time of the reference year 2013 there was the smallest share of residents who
regularly use the Internet (64.9 %), the increase was the largest (which character-
izes B-convergence, in which the indicators of more lagging groups grow faster).

As for o-convergence, the variability (scatter) of the indicator of the regularity of
Internet use across the regions of Latvia was weak both in 2013 (5.4 %) and in 2022
(3.2 %), while decreasing over 10 years by 2.2 percentage points. This suggests that
in access to ICT, unlike most other socio-economic indicators, there is virtually

! The statistics does not contain data on the level of education ISCED 4.
% The statistics contain data only for enterprises with 10 + employees.
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no regional inequality in Latvia (furthermore, regional variability in access to ICT
continues to decrease, with the largest decrease observed during the COVID-19
pandemic — from 4.2 % in 2020 to 2.8 % in 2021). This also supports the research
hypothesis that geographic inequality among residents in the Latvian online market
of digital marketing will decrease, at least in terms of access to this market.

In the framework of this study, we did not analyze the regularity of Internet
use by Latvian residents depending on their age, education, and economic activi-
ty, but went straight to the analysis of the actual involvement of Latvian residents
in the online market of digital marketing depending on all these indicators.
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B made a purchase or order on the Internet at least once
B made purchases or orders on the Internet during the last year

M made purchases or orders on the Internet during the last 3 months

Fig. 2. Share of Latvian residents making purchases or placing orders on the Internet
(by frequency of purchases or orders), % of the total number of residents, 2013 —2022

Source: compiled based on the data of Latvian statistics.!

As the data in Figure 2 shows, the share of Latvian residents who make pur-
chases or orders on the Internet, i. e. actual participants in the Latvian online mar-
ket of digital marketing, over the past 10 years has increased by 20.7 —30.0 per-
centage points. At the same time, the largest increase in digital buyers occurred
in the group who made purchases or orders on the Internet during the last year,
which indicates a very rapid pace of development of the Latvian online market of
digital marketing. At the same time, the potential for development remains sub-
stantial. In 2022, despite 90 % of Latvian residents using the Internet regularly (at
least once a week), over 30 % had not yet made any purchases or orders online.

The share of Latvian residents who make purchases or orders on the In-
ternet is quickly converging geographically (regionally), both in terms of
[-convergence and o-convergence. Thus, in full accordance with the character-

1 Latvijas Republikas Centrala statistikas parvalde (LR CSP). Tabula EKI020: Iedzivotaji,
kuri ir vai nav veikusi pirkumus tieSsaisté interneta personiskiem meérkiem (procentos no
iedzivotaju kopskaita attiecigaja grupa), 2013 —2022, Statistikas datubaze, URL: https://
data.stat.gov.lv/pxweb/lv/OSP_PUB/START__IKT_ EK_ _EKI/EKI020 (accessed
20.03.2024).


https://data.stat.gov.lv/pxweb/lv/OSP_PUB/START__IKT__EK__EKI/EKI020
https://data.stat.gov.lv/pxweb/lv/OSP_PUB/START__IKT__EK__EKI/EKI020

E. CiZo, N. Bogdanova, I. Mietule, A. Kokarevica, J. Kudins 149

istic of [3-convergence, in those regions of Latvia in which the least activity of
digital buyers was observed in 2013, this indicator increased generally faster than
in ‘advanced’ regions, greatly reducing the digital gap among Latvian residents
by geographic attribute: for example, the share of Latgale region’s residents who
made purchases or orders on the Internet during the last year increased from
16.3% in 2013 to 49.8 % in 2022, i.e. by 33.5 percentage points, while in Riga
this increase was the smallest among the regions of Latvia — by 27.1 percentage
points (from 41.0 % in 2013 to 68.1 % in 2022). However, this is not the case for
all indicators — for example, the share of residents who have made a purchase or
order on the Internet at least once in the Latgale region (which lags behind in this
indicator) is not growing at the fastest pace, being inferior in terms of the growth
rate of the share of digital buyers to almost all other Latvian regions. Thus, ac-
cording to this indicator, [3-convergence does not occur.

As for o-convergence, there are pronounced processes of convergence of indi-
cators on a geographic (regional) basis (i. e. in geographic space). Thus, regional
variability in the activity of Latvian residents making purchases or orders on the
Internet has decreased by 10.5—17.2 percentage points over the past 10 years,
but Riga remains the leader, and the Latgale region still lags behind, but with a
smaller gap.

The share of Latvian residents who make purchases or orders on the Internet is
converging by age just as quickly as by region, at least in terms of o-convergence.
Thus, the age variability in the activity of Latvian residents making purchases or
orders on the Internet has decreased by 15.1—17.6 percentage points over the
past 10 years, but the age group of 25— 34 years old still remains the leader, and
the age group of 55 + is still behind, although with a smaller gap.

In turn, B-convergence by age does not occur because lagging age groups do
not increase their activity in the online market of digital marketing faster than
‘advanced’ age groups. Interestingly, the highest rate of increase in shopping
activity in the online market is observed in the age group of 16—24 years (al-
though in 2013, this group already occupied second place after the age group of
25—34 years). Indirectly, this may indicate that the youngest age group is not so
much increasing their shopping activity in the online market, but rather helping
their grandparents to do this — the age group 55 +, in which interest in the online
market of digital marketing is also increasing, but there is a lack of knowledge
and skills in handling it.

The share of Latvian residents who make purchases or orders on the Inter-
net is converging faster by educational level than by age and region (in terms
of o-convergence). Thus, the educational variability of the shopping activity of
Latvian residents making purchases or orders on the Internet has decreased by
18.9—25.2 percentage points over the past 10 years, but the group with higher
education remains the leader, and the group with the lowest level of education
still lags behind, although with a smaller gap (especially in terms of those who
have made a purchase or order on the Internet at least once).

In turn, 3-convergence by educational level, as well as by age, does not oc-
cur, since groups with a low level of education (ISCED 0—2 and ISCED 3) are
increasing their activity in the online market of digital marketing faster than the
group with higher education only in terms of testing shopping activity on the



150 SOCIETY

Internet (based on the share of those who have made a purchase or order on the
Internet at least once or made purchases or orders on the Internet during the last
year). In turn, the shopping activity in the online market in terms of making pur-
chases or orders on the Internet during the last 3 months has been growing faster
in the group with a higher education, which was already a leader in this aspect.
Thus, it can be argued that Latvian residents with a low level of education are
more actively trying to enter the online market of digital marketing, but most
likely face greater challenges there than users with higher education.

The share of Latvian residents who make purchases or orders on the Internet
is also quickly converging by economic activity in terms of o-convergence but
[B-convergence does not occur, i.e. the shopping activity in the online market is
growing faster in those groups that were already leading in this aspect (in par-
ticular, among employees and student youth), while the unemployed and other
economically inactive groups of Latvian residents are increasing their shopping
activity in the online market at a slower pace. At the same time, the variability of
indicators of the shopping activity in the online market among groups with dif-
ferent economic activity over the past 10 years still decreased by 12.8 —13.8 per-
centage points (i.e. o-convergence occurred), although to a lesser extent than by
age, education and geographic (regional) basis.

In 2013, the highest coefficient of variation (55.0—63.7 %) in the shopping
activity of Latvian residents in the online market was observed by age, education
(47.1—54.3%) and economic activity (45.6—54.1 %); the coefficient of varia-
tion (19.5—32.9 %) was quite low by geographic (regional) basis. Over the past
10 years, the variability in the shopping activity of Latvian residents in the online
market has decreased significantly. In 2022, the highest coefficient of variation
(37.4—48.6 %) remained by age, followed (unlike in 2013) by economic activity
(32.8—40.3 %), and then by education (22.2—35.4 %). The coefficient of varia-
tion based on geographic (regional) factors dropped to 9.0—17.1 %.

Such a significant decrease in digital inequality among Latvian residents in
terms of their access to the online market of digital marketing and actual in-
volvement in this market over the period from 2013 to 2022 was mainly due to
the o-convergence of indicators of the shopping activity of Latvian residents in
the online market for almost all analyzed characteristics. In turn, -convergence
was observed only in some cases, which still did not prevent the decrease of dig-
ital inequality among Latvian residents (which [digital inequality], however, still
exists). Overall, statistics indicate that the development of digital marketing in
Latvia is very fast and reduces inequality among residents in the online market.

Next, we move on to analyzing the involvement of Latvian enterprises in the
online market of digital marketing, starting with an analysis of the share of enter-
prises that have a website on the Internet. According to the research methodology,
it is precisely such enterprises that are potential participants in the online market
of digital marketing, since, as already indicated in the introduction of this article,
a huge number of websites of Latvian enterprises, in reality, remain practical-
ly without the attention of the target audience, and only the owners themselves
know about their existence.
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Table 1

Share of Latvian enterprises having a website, % of all enterprises
and the number of employees,* 2013 —2023**

G ¢ Difference
roubs ol 1901312014 /2015|2016(2017/2018 2019 2020|2021 2023 | 2023/2013,
enterprlses % points

All enterprises | 55.7155.9/59.0]63.5162.9|63.0 64.862.667.867.3| +11.6
Incl. by the number of employees:
10—49
employees
(small
enterprises) 51.6/50.8|53.3|58.858.3|58.5/59.7|58.4|63.5/63.4| +11.8
50—249
employees
(medium-sized
enterprises) 74.5178.4|83.8|84.282.5/82.8/86.4/81.0/87.3/86.0, +11.5
250 +
employees
(large
enterprises) 92.1/94.8194.696.3196.2|95.0/95.094.195.5/98.1 +6.0
Coefficient of
variation, % 22.8124.3/22.6/19.6]/19.8/19.3/18.7|18.9]|16.5|17.4 -54

* The statistics contain data only for enterprises with 10 + employees.
** The statistics do not contain data for 2022.

Source: compiled based on the data of Latvian statistics.!

As the data presented in Table 1 shows, the share of Latvian enterprises with
a website on the Internet is constantly growing. A particularly large increase,
more than 5 percentage points per year, occurred during the COVID-19 pandem-
ic. There is 3-convergence between SMEs and large enterprises, whereby SMEs
are increasing their potential presence in the online market of digital marketing
faster than large enterprises.

As for o-convergence among Latvian enterprises by the number of employ-
ees, there is also a process of convergence of the indicator of a website presence
on the Internet — from 22.8 % variability in 2013 to 17.4% in 2022 (i.e. —
5.4 percentage points over 11 years) (Table 1).

Inrelation to the presence of a website on the Internet, there is no 3-convergence
of Latvian enterprises by industry, i. e. in industries with almost the same share of
enterprises having a website on the Internet in 2013 (for example, in manufactur-
ing (57.6 %) and electricity, gas supply, heating and air conditioning, water sup-
ply, wastewater, recycling and reclamation of waste (57.0 %)), the growth rates
over the past 11 years could be completely different (in this case — 14.9 % and
25.0 %, respectively). In some sectors of the economy, which at the time of 2013

! Latvijas Republikas Centrala statistikas parvalde (LR CSP). Tabula DLUQ10: Datoru,
interneta un majaslapas lietosana uznemumos (% no uzpemumu kopskaita attiecigaja
grupa) 2009—2023, Statistikas datubaze, URL: https://data.stat.gov.lv/pxweb/lv/OSP_
PUB/START _IKT DL_DLU/DLUO010 (accessed 20.03.2024).
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had relatively high indicators, there was even decrease over 11 years: hotels and
accommodation (- 1.1 %), information and communication services (-4.1 %), ac-
tivities of administrative institutions and enterprises of services (- 3.9 %).

As for o-convergence among Latvian enterprises by industry, there is a pro-
cess of convergence in the indicators of the presence of a website on the Inter-
net between groups of enterprises — from 28.7 % variability in 2013 to 19.7%
in 2023 (i.e. —9.0 percentage points over 11 years). Thus, the digital inequality
among Latvian enterprises by the number of employees and industry (at least in
terms of potential access to the online market of digital marketing) is decreasing,
and this decrease was especially pronounced during the COVID-19 pandemic: by
2.4 percentage points over one year of the pandemic by the number of employees
and by 2.2 percentage points by industry.

Next, we move on to analyzing the use of social media on the Internet by
Latvian enterprises, i.e. to the analysis of the actual involvement of enterprises
in the online market of digital marketing. According to the classification adopted
in Latvian statistics, social media on the Internet includes social networks, enter-
prise blogs or microblogs and multimedia content-sharing websites.
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Fig. 3. Share of Latvian enterprises using social media on the Internet
(by type of social media), % of all enterprises,* 2013 —2023**

*The statistics contain data only for enterprises with 10 + employees.
** The statistics do not contain data for 2018, 2020, 2022.

Source: compiled based on the data of Latvian statistics.!

As Figure 3 shows, among Latvian enterprises using social media on the Inter-
net, the largest increase (41.2 percentage points) over the past 11 years has been

! Latvijas Republikas Centrala statistikas parvalde (LR CSP). Tabula DLUO050. Socialo
mediju lietosana interneta uznemumos (% no uznéemumu kopskaita attiecigaja grupa),
Statistikas datubaze, URL: https://data.stat.gov.lv/pxweb/Iv/OSP_PUB/START __IKT _
DL__DLU/DLUO050 (accessed 20.03.2024).
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observed in the use of social networks (which is quite consistent with the strategy
“if a business is not present on a social network, it is not on the market”), and the
smallest (6.4 percentage points) is in the use of enterprise’s blog or microblogs.

The share of small, medium-sized and large enterprises in Latvia using social
media on the Internet (i. e. actual participants in the online market of digital mar-
keting) is constantly growing, and this growth sometimes exceeds 50 percentage
points over 11 years, as in the case of the use of social media by medium-sized
and large enterprises (although they used social networks more often than small
enterprises also in 2013). Overall, in terms of the use of social media (all ana-
lyzed types) on the Internet, the growth rate of large enterprises is faster than
that of medium-sized and especially small enterprises, although initially large
enterprises were in the lead in relation to medium-sized ones, and medium-sized
enterprises — in relation to small ones (i.e. no -convergence occurs here).

As for o-convergence among Latvian enterprises by the number of employees,
there is also a rather rapid process of convergence, i. e. decrease of the variability of
indicators of the use of social media on the Internet: over 11 years — by 22.7 per-
centage points for social media, up 5.1 percentage points for enterprise’s blog or
microblogs and 16.5 percentage points for multimedia content sharing websites.
Despite this rather rapid process of convergence in terms of the use of social me-
dia on the Internet, large Latvian enterprises in this aspect are still far ahead of
medium-sized and especially small enterprises — by tens of percentage points.

The variability of indicators of the use of social networks by Latvian enter-
prises across industries in 2013 was very strong (80.3 %), and over 11 years it
decreased by 54.8 percentage points, falling to 25.5 %, i.e. there has been a rapid
o-convergence in the use of social networks among Latvian enterprises by indus-
try (this is the largest decrease of digital inequality within the scope of this study).

As for B-convergence among Latvian enterprises by industry, we can say that
lagging industries are growing faster (in full accordance with the 3-convergence
conception) — for example, wholesale and retail trade, car and motorcycle
repairs with 12.7 % of the use of social networks in 2013 and an increase of
51.0 percentage points over 11 years.

The variability of indicators regarding the use of enterprise blogs or microb-
logs by Latvian enterprises across industries in 2013 was nearly as pronounced
as that of social networks (78.3 % and 80.3 %, respectively). However, over the
course of 11 years, this variability has decreased significantly less than in the case
of social networks, declining by only 16.2 percentage points to 62.1 %. Thus,
o-convergence in the use of enterprise blogs or microblogs among Latvian enter-
prises is not as marked as in the case of social networks. As a result, the variability
across industries in the use of enterprise blogs or microblogs, although decreased,
still remains very strong (the leader with a big gap here is the information and
communication services).

As for (-convergence among Latvian enterprises by industry, it does not oc-
cur with regard to the use of blogs or microblogs by enterprises, i.e. industries
lagging behind in this regard do not grow faster, and sometimes (for example,
in the case of wholesale, retail trade and repair of cars and motorcycles) even
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demonstrate a decrease. At the same time, the largest increase (14.6 % percentage
points) in the use of enterprise blogs or microblogs was observed in the informa-
tion and communication services, which was already the leader in 2013.

The variability of indicators of the use of multimedia content-sharing websites
by Latvian enterprises across industries in 2013 was even greater (coefficient of
variation — 83.6 %) than in the case of social networks and enterprise blogs or
microblogs, and over 11 years this variability has decreased by almost a half, i.e.
by 41.4 percentage points, falling to 42.2 %. Thus, o-convergence in the use of
multimedia content-sharing websites among Latvian enterprises was almost as
significant as in the case of social networks, resulting in a significant decrease in
the variability across industries.

As for B-convergence among Latvian enterprises by industry, it does not occur
in relation to the use of multimedia content-sharing websites (as is in the case
with enterprise’s blogs or microblogs), i.e. industries lagging behind (in 2013)
in this regard can demonstrate both a rapid growth rate (for example, retail trade,
except for trade in cars and motorcycles, with an increase of 23.4 percentage
points), and quite moderate (for example, transportation and storage with an in-
crease of 14.2 percentage points), and the leader in the use of multimedia content
sharing websites in 2013, the information and communication services industry,
demonstrates a relatively large increase of 23.8 percentage points.

Thus, at the time of 2013, the greatest digital inequality among Latvian enter-
prises was observed not so much in terms of access to the online market of digital
marketing (in terms of a website presence on the Internet, the coefficient of vari-
ation was 22.8 % by the number of employees (Table 1) and 28.7 % by industry),
but in terms of actual involvement in this market (for example, in terms of the use
of social networks, the coefficient of variation was 47.5 % by the number of em-
ployees and 80.3 % by industry). Over 11 years the digital inequality among Lat-
vian enterprises has decreased significantly, and by 2022 there is no longer such a
significant difference between inequality among enterprises in terms of access to
the online market of digital marketing and in terms of actual involvement in this
market. Thus, in terms of the presence of a website on the Internet, the coefficient
of variation in 2022 decreased to 17.4 % by the number of employees, i.e. by
5.4 % percentage points (Table. 1), and up to 19.7 % by industry, i.e. by 9.0 per-
centage points. In turn, in terms of the use of social networks, the coefficient of
variation in 2022 decreased to 24.8 % by the number of employees, i.e. by 22.7
percentage points, and up to 25.5 % by industry, i. e. by 54.8 % percentage points.

Such a significant decrease in digital inequality among Latvian enterprises
in terms of their access to the online market of digital marketing and actual in-
volvement in this market over the period from 2013 to 2023 was mainly due to
o-convergence of indicators of the presence of a website and use of social media
on the Internet. In turn, $-convergence was observed only in some cases, which
still did not prevent the decrease of digital inequality among Latvian enterprises
(which, however, remains quite strong).



E. CiZo, N. Bogdanova, I. Mietule, A. Kokarevica, J. Kudins 155

The research hypothesis that the development of digital marketing in Latvia
is very fast and reduces inequality among residents and enterprises in the online
market can be considered proven, but in conclusion, it is necessary to include
the reducing digital inequality in the context of more general inequality in the
distribution of income among Latvian residents in the hope of seeing a decrease
of inequality in terms of the Gini coefficient, simultaneously with the rapid de-
velopment of digital marketing in Latvia. Statistics show that over 10 years the
decrease in the Gini coefficient in Latvia was 1.5 percentage points. At the same
time, at the start of the COVID-19 pandemic, the Gini coefficient was higher than
in 2013, and over the two years of the pandemic, it decreased more than in all
10 years — by 1.7 percentage points (Fig. 4).

36
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Fig. 4. Inequality in income distribution among Latvian residents,
Gini coefficient, %, 2013—2022

Source: compiled based on the data of Latvian statistics.!

The accelerated decrease in inequality during the COVID-19 pandemic can
be explained from the perspective of the theory of digital divide presented in the
methodological section of this study [18, 19], namely, the fourth type of access to
ICT (their actual use and application in everyday life, work and learning), which
became an inevitable necessity only during the COVID-19 pandemic.

However, as the analyzed statistics reveal, digital inequality among Latvian
residents and enterprises — along with broader socio-economic inequality — per-
sists on a significant scale. We can begin to elucidate its possible causes through
the case study presented in the following table.

! Latvijas Republikas Centrala statistikas parvalde (LR CSP). Tabula NNI030. Dzini
koeficients (procentos), Statistikas datubaze, URL: https://data.stat.gov.lv/pxweb/lv/
OSP_PUB/START__POP__NN__NNI/NNI030/table/tableViewLayoutl/ (accessed
20.03.2024).


https://data.stat.gov.lv/pxweb/lv/OSP_PUB/START__POP__NN__NNI/NNI030/table/tableViewLayout1/
https://data.stat.gov.lv/pxweb/lv/OSP_PUB/START__POP__NN__NNI/NNI030/table/tableViewLayout1/
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Table 2

Case study: the comparison of two enterprises operating in the Latvian online
market for the delivery of food and essential goods

Comparable indi-

Online store BARBORA

Online store Vietejais top!

cators™
Delivery territory |Products are delivered only|Products are delivered even in rural ar-
in Riga region and around it|eas in the regions
(Pieriga region)
Competitors Yes No
in the delivery
territory

Delivery time

The day and time of deliv-
ery is selected by the client
during making order from
the options offered on the
website

There is no option on the website to
select the day and time of delivery, but
the delivery information states that it
occurs on the same day if payment is
received before 13.00—15.00

ability

Website design | The website is beautifully | The website is beautifully designed
designed
Website inform- |Good — products are Good — products are grouped (which

grouped (which makes them
easier to find), and there are
all the necessary sections of
information

makes them easier to find), and there
are all the necessary sections of infor-
mation

Website usability

The website is quite easy to
use: product sections open
quickly (but the transition
between them is not very
convenient), the table for
selecting delivery times ap-
pears twice, and the orders
were always completed suc-
cessfully

The website is very inconvenient to
use: product sections take a long time
to open, there are often unnecessary
switches from one group of products
to another, and the finished cart may
‘freeze’ during payment (in this case,
I had to create a new profile and place
the order again)

Additional opport
tunities

The website features a sec-
tion for recipes, allowing
users to order ingredients
directly in a basket. It also
includes sections for new
products and a ‘World of
Wine.” Additionally, users
can create basket templates
for typically repeated pur-
chases

No

Bonuses

Coupons and discounts are
offered using a special code

Coupons and discounts are offered us-
ing a special code

Support in case of
problems

Three communication chan-
nels are offered: telephone,
e-mail and Internet chat; re-
spond and help through all
channels (if they can’t an-
swer the phone right away,
they always call back)

Two communication channels are pro-
vided: telephone and email. However,
phone calls often go unanswered, and
emails receive no response. When con-
tacting a specific physical store where
the order is supposed to arrive, staff
express understanding and sympathy
but are unable to assist while the order
remains in standby mode, citing that
‘the owner is on vacation
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The end of Table 2
Comlzzigl;:i indi- Online store BARBORA Online store Vietejais top!
Shopping expe- |Multiple successful experi-|Completely unsuccessful experience
rience ences, but only when visiting|(the order was not completed): loss
Riga and the Pieriga region,|of time to place the order (at first it
because this service is not|‘froze’ during payment, and it took a
available in the peripheral|long time to order again since groups
regions of goods take a long time to open), at
the time of writing the article, the com-
pleted and paid order was ‘hung’ in
standby mode for almost week and has
already lost the relevance for the buyer
Business owners |Patrika Ltd. MADARA 89 Ltd.
Legal address of |Maskavas street 257, Riga,|Baznicas laukums 2, Smiltene, Smil-
the enterprise LV-1019, Latvia tene County, LV-4729, Latvia

* Formulated partly based on [2].

Source: compiled based on both personal experience and information from the enter-
prises’ websites.

The results of the case study of two enterprises operating in the Latvian online
market for the delivery of food and essential goods, presented in Table 2, can be
explained within the conceptual framework and methodology of this study, based
on the technology acceptance model, the theory of digital divide and the resource
approach.

Using the technology acceptance model, which works with the user’s subjec-
tively perceived usefulness and ease of use of computerized information systems!
[17], it is possible to explain the user’s shopping experience in the online market
of digital marketing as follows: the service of ordering and delivering food and
essential goods is subjectively perceived by the user as useful and easy to use.
However, the reasons for a successful shopping experience in the first case and
a completely unsuccessful one in the second case cannot be explained using this
model. The methodological assumption that differences in the socio-economic
status of users determine their inequality in the use of digital marketing tools
does not work here either,” since both successful and completely unsuccessful
shopping experiences belong to the same user.

! Davis, F.D. 1986, A Technology Acceptance Model for Empirically Testing New End-
User Information Systems: Theory and Results, Ph.D. Thesis, Massachusetts Institute
of Technology, Sloan School of Management, URL: https://www.researchgate.net/
publication/35465050 A _Technology Acceptance_Model for Empirically Testing
New_End-User_Information_Systems (accessed 20.03.2024).

? Buhtz, K., Reinartz, A., Konig, A., Graf-Vlachy, L. 2014, Second-order digital inequality:
the case of e-commerce. Proceedings of the 35" International Conference on Information
Systems, Auckland, URL: https://www.graf-vlachy.com/publications/Buhtz%20et%20
al%202014%20Second-Order%20Digital % 20Inequality-%20The % 20Case % 200f% 20
E-Commerce% 20ICIS.pdf (accessed 20.03.2024).


https://www.researchgate.net/publication/35465050_A_Technology_Acceptance_Model_for_Empirically_Testing_New_End-User_Information_Systems
https://www.researchgate.net/publication/35465050_A_Technology_Acceptance_Model_for_Empirically_Testing_New_End-User_Information_Systems
https://www.researchgate.net/publication/35465050_A_Technology_Acceptance_Model_for_Empirically_Testing_New_End-User_Information_Systems
https://www.graf-vlachy.com/publications/Buhtz et al 2014 Second-Order Digital Inequality- The Case of E-Commerce ICIS.pdf
https://www.graf-vlachy.com/publications/Buhtz et al 2014 Second-Order Digital Inequality- The Case of E-Commerce ICIS.pdf
https://www.graf-vlachy.com/publications/Buhtz et al 2014 Second-Order Digital Inequality- The Case of E-Commerce ICIS.pdf
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The theory of digital divide and its four types of access to ICT (motivational
access, material access, access skills and access use) [18; 19] can explain the
results of the case study by shortcomings in the fourth type of access that have
become an obstacle to successful experience in the online market of digital mar-
keting in the case of the online store Vietejais top! (Table 2). In particular, in this
case, one can state shortcomings in the access use, i.e. in the effectiveness of
the actual use and application of ICT for the implementation of an order on the
Internet. In the context of digital inequality on a geographical (regional) basis,
addressed by this study, it is noteworthy that a successful shopping experience
was stated in cooperation with a metropolitan digital seller, and an unsuccess-
ful one — with a regional one. This illustrates that the capital region of Latvia,
unlike the rest of the country, is at a higher—and, crucially, qualitatively differ-
ent—stage of economic development, characterized by distinct driving forces
and business culture. This fact has been deeply studied in the works of research-
ers from Daugavpils University [34; 35], but is usually not considered both in
economic research and in economic policy.

Most likely, the results of this study can be explained in the conceptual par-
adigm of the resource approach based on the theory of social fields [20] or the
resource-asset-capital approach [21], which assumes that resources (including
technological ones, i. e. motivational and material access to the online market and
even skills in handling it) available to the resident / enterprise can be turned into
his / her / its assets, which, in turn, can become the capital of the resident / en-
terprise. Thus, technological (like any other) resources do not always become
assets, much less capital (which is what happened in the second case, presented
in Table 2). In an economy based on social capital (and this is precisely the econ-
omy of the peripheral regions of Latvia — as opposed to the capital region), a key
role is given to social connections that promote cooperation between individuals
and groups, and in such an economy the conversion of social and administrative
capital into economic capital is most pronounced [22]. Considering the very low
(about 2 %) level of participation of Latgale residents in public organizations and
political parties, revealed by researchers at Daugavpils University [22], the pe-
ripheral regions of Latvia are characterized by a rather ‘closed] type of social
capital (according to M. Olson), in which interests of closed groups may conflict
with general public interest and lead to social and economic inefficiency [36].

In a practical sense, this means that for participants in the online market of
digital marketing promoting a product or service, it is not enough to have a web-
site of your enterprise on the Internet — you must also be able to use this website
to completely fulfil the client’s order (for example, help him/her to figure out
if the completed and paid order for food delivery ‘hangs’ in standby mode for
almost a week). As for the target audience, it is not enough to have access to the
website and the ability to use it — you also need to use existing social connec-
tions or try to establish new ones (if there is no administrative capital), calling
physical participants in the supply chain and finding out when the owner will be



E. CiZo, N. Bogdanova, I. Mietule, A. Kokarevica, J. Kudins 159

back from vacation to deal with an order stuck on the website. In such conditions,
models and theories developed for an economy at the innovation stage of devel-
opment (in Latvia, only Riga is close to this stage [35]) practically do not work.
The results of this study are consistent with the results of other studies that
digital marketing is a strong equalizer for residents and enterprises when used
effectively to reach target audiences, attract customers and measure results.!

Conclusions

Based on the results of this study, the following conclusions can be drawn
about the digital inequality among residents and enterprises and the development
of the Latvian online market of digital marketing:

(1) The development of digital marketing in Latvia has progressed rapidly,
with the COVID-19 pandemic serving as a major catalyst, forcing an increased
use of ICT in everyday life, work, and education. However, the potential for fur-
ther growth remains substantial, as, despite 90 % of Latvian residents regularly
using the Internet (at least once a week), more than 30 % have never made a pur-
chase or order online;

(2) Between 2013 and 2022, digital inequality among Latvian residents, in
terms of access to and participation in the online market, saw a significant re-
duction. There was a rapid convergence of shopping activity indicators across
nearly all key characteristics—age, education, economic activity, and region of
residence;

(3) However, despite this notable progress, digital inequality remains wide-
spread among Latvian residents and enterprises. Large enterprises, especially
those in information and communication services, continue to lead by a consider-
able margin. Among residents, the most active participants are still economically
engaged individuals from Riga, aged 25— 34, with higher education.

Thus, digital marketing is a strong ‘equalizer’ for residents and enterprises,
when it is used effectively and not just by providing equal physical access to ICT.
Otherwise, the digital gap between residents and enterprises that are more suc-
cessful (for various reasons) in capitalizing their technological and other resourc-
es in the online market of digital marketing, and those that are not, could become
even larger than it was in the offline market. Today, the development of digital
marketing in Latvia reduces inequality among various socio-demographic and
geographical groups of residents and enterprises in the online market in relation
to the ‘digital inequality of input’ (access to the online market), but in relation to
the ‘digital inequality of output’ (return on this access) the equalizing opportu-
nities of digital marketing in Latvia (especially in its regions) are limited by the
specifics of the functioning of the economy, which is based on social capital.

! Zwilling, M. 2014, Digital marketing is a great equalizer for startups, Forbes, 25.11,
URL: https://www.forbes.com/sites/martinzwilling/2014/11/25/digital-marketing-is-a-
great-equalizer-for-startups/?sh=486eddc96bd4 (accessed 20.03.2024).


https://www.forbes.com/sites/martinzwilling/2014/11/25/digital-marketing-is-a-great-equalizer-for-startups/?sh=486eddc96bd4
https://www.forbes.com/sites/martinzwilling/2014/11/25/digital-marketing-is-a-great-equalizer-for-startups/?sh=486eddc96bd4
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The main limitation of this study is the non-exhaustive set of analyzed statisti-
cal indicators, which gives an idea of the general background and dynamics of the
development of the Latvian online market of digital marketing in the context of
digital inequality among residents and enterprises but does not cover many more
detailed aspects related to the use of various digital marketing tools. Regarding
future research directions on the development of Latvia’s online digital marketing
market, a useful starting point could be our case analysis comparing two enter-
prises in the Latvian online market for food and essential goods delivery. From
this foundation, we can conduct a comprehensive study of the technological, or-
ganizational, economic, and social aspects of the digital marketing market, as
well as the barriers that prevent digital marketing from more effectively reducing
digital —and consequently socio-economic —inequality in Latvia.
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