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Foreword

The international scientific conference “Economic Science for Rural Development” is organized annually
by the Faculty of Economics and Social Development of Latvia University of Agriculture.
The proceedings of the conference are published since 2000.
The scientific papers presented in the conference held on 27-28 April 2017 are published in 3 thematic
volumes:
No 44 Rural Development and Entrepreneurship
Bioeconomy
Production and Co-operation in Agriculture

No 45 Integrated and Sustainable Regional Development
Marketing and Sustainable Consumption

No 46 New Dimensions in the Development of Society
Home Economics
Finance and Taxes

The proceedings contain scientific papers representing not only the science of economics in the diversity
of its sub-branches, but also other social sciences (sociology, political science), thus confirming inter-
disciplinary development of the contemporary social science.

This year for the first time the conference includes the section on a new emerging kind of economy-
bioeconomy. The aim of bioeconomy is to use renewable biological resources in amore sustainable manner.
Bioeconomy can also sustain a wide range of public goods, including biodiversity. It can increase
competitiveness, enhance Europe's self-reliance and provide jobs and business opportunities.

The Conference Committee and Editorial Board are open to comments and recommendations concerning
the preparation of future conference proceedings and organisation of the conference.

Acknowledgements
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development of future conference proceedings and organisation of international scientific conferences.

We would like to thank all the authors, reviewers, members of the Programme Committee and the
Editorial Board as well as supporting staff for their contribution organising the conference.

On behalf of the conference organisers

Anita Auzina

Associate professor of Faculty of Economics and Social Development
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MULTIDIMENSIONAL COMPARATIVE ANALYSIS OF SUSTAINABLE DEVELOPMENT
IN EUROPEAN UNION

Bak Iwonal, dr hab.; Cheba Katarzyna?, dr
1.2 West Pomeranian University of Technology Szczecin
Abstract. The main purpose of the paper is to assess the comparative level of sustainable development of European
Union countries. Posing such questions is particularly important in the case of such political and economic structures as
European Union. The analyses conducted in the paper allow to track changes in individual EU countries, forming a
single organism, but they are characterized by differing levels of development, with different resistance to the crisis of
2007-2008 and often completely different socio-economic realities. To study the spatial differentiation of social and
economic development, on the basis of sustainable development indicators presented by Eurostat, the taxonomic
measure of development based on median vector Weber was used. The results obtained in this study can be used in
subsequent years to examine the direction of changes in sustainable development levels observed from the point of
view of the EU Member States. The results obtained in the work confirm the significant differences between the EU
countries in the field of sustainable development. These differences are especially visible between the countries located

in different geographical area of Europe (such as Northern and Western Europe and Southern and Eastern Europe).

Key words: sustainable development, multidimensional analysis, European Union.
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Introduction

The European Union with its structure, which
is composed of sovereign nations, is a significant
global force. This structure and the combined
total of many vastly varying economies can, on
the one hand, determine the power of the EU
economy, while on the other - it can disturb its
harmonious operation. Balanced development of
the Member States of European Union is one of
the strategic objectives of further EU functioning
and it can and should be considered in reference
to numerous areas of the EU operation, like a
sustainable development (Report..., 1997).

Dynamic changes noted on the world markets,
which are predominantly connected with
economic slowdown, coerce the consideration of
the uniformity of development of each region. A
particularly interesting area of research in this
field is the impact analysis of social and economic
development, for example on the basis of
sustainable development indicators before (2004)
and after the economic slowdown in 2007-2008
(2014). The analyses of that type allow to track
changes in individual EU countries, forming a
single organism, but they are characterized by
differing levels of development and often
completely different social and economic realities.
The previous study by the authors (Bak I., 2014;
Cheba K., 2015) confirmed the existence of

significant heterogeneity of spatial development
of individual geographical regions of the
European Union. Therefore, further research will
concentrate on studying the applications received
on the basis of data on indicators of sustainable

development, analysed separately before and
after the period of economic slowdown.

The main purpose of the paper is to assess
the comparative level of sustainable development
of the European Union countries. Posing such
questions is particularly important in the case of
such political and economic structures such as
the European Union. We would like to try to find
also an answer to the question, whether it is
possible to talk in today’s globalizing world about
the uniform socio-economic development? The
results presented in the work will contribute to
increasing knowledge about the level of
sustainable development of the EU countries. To
study the spatial differentiation of social and
economic development the taxonomic measure of
development based on median vector Weber has
been used.

Methodology of the study

The research method in this paper consists of
three tasks (Fig. 1).

In the first task, the critical analysis of the
foreign and Polish literature has been analysed.

On the basis of analysis of the literature, the
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Proceedings of the 2017 International Conference "ECONOMIC SCIENCE FOR RURAL DEVELOPMENT” No 45

existing research of the method of measurement
of sustainable development was analysed.

In the next task, the analysis and selection of
the sustainable development indicators published
by Eurostat were carried out. At the beginning of
the study, a database was set up. The original
database included 47 indicators describing 12
themes of European sustainable development.
Due to the shortage of data about some of the
indicators in 2004 and 2014, those indicators
were excluded from the study.

\/ * A critical analysis of the foreign and
Polish lileralure on Lhe exisling
research of the methods of

Task 1 measurement of sustainable
development y

.
\/ * An analysis and selection of the

sustainable development indicators
Task 2 (SD) published by Eurostat

*The use of Lhe selecled melhod of
multidimensional comparative analysis
to study the level of sustainable

Task 3 developmentof EU countries

Source: author’s elaboration
Fig. 1. Research method

Then, in the last task of the study a selected
method of multidimensional comparative analysis
to study the level of sustainable development of
the EU countries was implemented. In the work,
the taxonomic measure of development based on
median vector Weber and vector calculus was
used.

The measurement of sustainable development in

the European Union
In the literature, the problem of sustainable

development is widely discussed. A sustainable
development is very often presented in the
context of:

e theories and economic models (Hopwood B. et
al., 2005; Eagle N. et al.,, 2010; Bal-
Domanska B. and Wilk J., 2011; Stefanescu
D. and On A., , 2012; Boda et al., 2015;
Duran et al., 2015, Sustainable ..., 2015).

e its relationship with ecology (Ciazela H., 2005;
Borys T., 2011);

e philosophy (Borys T., 2011; Dutta U., 2016;).
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An important area of this study is primarily a
measurement  of sustainable development
comprising of identification of indicators of
sustainable development (SDI) or analysis of
these indicators in different areas of this field.

In the European Union, the implementation of
the EU Sustainable Development Strategy (EU
SDS) is monitored by means of the Sustainable
Development Indicators (SDI) published by
Eurostat (Sustainable..., 2015).

The SDIs have a hierarchic structure whose
components are divided into three levels. At the
top, there are 11 Headline Indicators that are
intended to give an overall picture of the
progress in terms of the key challenges of the EU
SDS. The second level is represented by of 31
Operational Indicators that relate to the
operational objectives of the Strategy, while at
the third, lowest level there are 84 Explanatory
Indicators that illustrate the progress of the
actions described in the SDS.

In this work, to assess similarities and
differences at the level of sustainable
development of the EU Member States the
sustainable development indicators published by
Eurostat have been used.

Database

In total, the Eurostat database collected
information about 126 indicators describing
sustainable development (Table 1).

However, not all of them are available at the
individual level of the EU Member States (e.g. in
the case of indicators describing the area of
natural resources), both in 2004 and 2014. These
restrictions meant that the original set of 126
characteristics was reduced to 74 indicators
representing different areas of sustainable
development, which were the final selection
taking into account the statistical criteria. The
selection criteria were divided into two groups:
the content related and formal/statistical ones. In
the first approach, the set of diagnostic
characteristics contains such values that,

according to the obtained knowledge about the
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phenomena under study, are the most typical of
the compared objects. In the second approach,
the selection of characteristics follows a specific

formal procedure.

Table 1
Title
Numbers of
operational
No SD theme indicators/
explanatory/
contextual
1. Socio-economic development 5/11/-
2. ﬁr()séig?:r!e consumption and 3/14/2
3. Social inclusion 5/12/1
4. Demographic changes 4/3/5
5. Public health 2/7/-
6. Climate change and energy 3/7/-
7. Sustainable transport 4/6/1
8. Natural resources 4/5/-
9. Global partnership 3/9/1
10. | Good governance 3/3/1

Source: author’s elaboration based on Eurostat

First, the assessment analysed the coefficients
of variation calculated for each variable, taking as
a criterion for the resignation of the given feature
the coefficient of variation less than or equal to
10 % and in the evaluation of the correlation of
variables a parametric method of selection of
Hellwig features was used (Hellwig Z., 1981),
taking the critical value of the correlation
coefficient equal to 0.5 or higher. In this way, the
original set of features was reduced to 22
indicators (where: S - stimulants and D -
destimulants), (Table 2).

A research tool applied

In the work to study the spatial differentiation
of sustainable development of individual
countries in the European Union, the taxonomic
measure of development based on median vector
Weber (Weber A., 1971) was used. The median
Weber is a multi-dimensional generalization of
the classical notion of the median. It is about
vector that minimizes the sum of Euclidean
distance (Euclidean distance) of the data points
considered

representing the objects, and

therefore is somehow "in the middle" of them,
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but it is also immune to the presence of outliers
(Mlodak A., 2006). The positional option of the
linear object assignment takes a different
standardization formula, compared to the
classical approach, based on a quotient of the
feature value deviation from the proper
coordinate of the Weber median and a weighed
absolute median deviation, using the Weber
median (Weber A., 1971).

71,4826 mad(X ;)

(1)
Where:

6, =(6,,,6,,,....6,,,) is the Weber median;
mad(X;) is the absolute median deviation, in

which the distance from the features to the

Weber vector is measured, i.e.:

mad(X;) = med [x; =6y (j=12...m).

The aggregate measure is calculated with the

formula:
di
H=1—
d
- (2)
Where:
d_=med(d)+2,5mad(d), where d=(dy,

d-,...,d,) is a distance vector calculated with the

formula: d; = med z; —(pj‘ 1=12,...n,
j=12,..m
¢,= max z; - the coordinated of the

i=1,2,...,n
development pattern vector, which is constituted
of the maximum values of the normalized
features.

The assignment of objects with a positioning
measure is the basis for a division of objects into
four classes. The most commonly used grouping
method in the positioning scope is called the

three medians method. It involves indicating a
median of vector coordinates u = (g, tty,..., t,) 4
which is denoted med(y), then dividing the

population of objects into two groups: those, for
which the measure values exceed the median

and are higher than it. Next the indirect medians

! Cheba Katarzyna. Tel.: + (48 601286685). E-mail address: (katarzyna.cheba@zut.edu.pl). 16
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are defined as: medk(u);l;leéi(yi), where

k =1,2. This way the following groups of objects

are created:
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Group II: med () < g, < med, () ,

Group III: med, (4) < p; < med() ,

Group IV: g <med,(u).

o Groupl: # > med, (1) ,
Table 2
Final database
No SD area Feature
— young people neither in employment nor in education or training (NEET) (15-
. Socio-economic 24 years), % of the total population in the same age group - (x;, D);

development — total R&D expenditure, % of GDP -(x3, S);
— total unemployment rate, % - (x3, D);

Sustainable consumption — generation of waste excluding major mineral wastes, kg per capita - (x4, D);
and production — final energy consumption, 1000 tonnes of oil equivalent - (xs, D);

3. Social inclusion

- early leavers from education and training, % - (xs, D);

— tertiary educational attainment, by sex, age group 30-34, % - (x7, D);
— long-term unemployment rate - (xs, D);

- lifelong learning, % - (xo, S);

— employment rate of older workers, % - (X0, S);

4. Demographic changes — total fertility rate, number of children per woman- (xi1, S);

- old-age dependency ratio, per 1000 persons - (Xi12, D);

5. Public health — life expectancy at birth of males, years - (xi3, S);

— primary energy consumption, million TOE (tonnes of oil equivalent) - (x4, S);

6 Climate change and — share of renewables in gross final energy consumption, % - (xis, S);
' energy — electricity generated from renewable sources, % - (X6, S);
— share of renewable energy in fuel consumption of transport, % - (xi17, S);
— consumption of transport relative to GDP, index (2010-100 %) - (x1s, D);
7. | Sustainable transport — energy consumption by transport mode - road transport, 1000 tonnes of oil

equivalent - (xig, D);

8. | Global partnership (Xo0, D);

— CO2 emissions per inhabitant in the EU and in developing countries, tonnes -

9. Good governance

— shares of environmental taxes in total tax revenues from taxes and social
contributions, % - (X1, D);

— level of citizens’ confidence in EU institutions (for sub-theme policy coherence
and effectiveness), % - (X22, S).

Source: author’s elaboration based on Eurostat data
The Weber median was calculated in R

program: |1median of package pcaPP.

Research results and discussion

Table 3 shows the mean values of some
Headline Indicators of the EU sustainable
development as well as the measures of its
diversification in 2004 and 2014. The indicators
were selected due to their availability in all the
years of this analysis. The choice of those years
was not a random one. In 2004, the EU was
joined by East European countries, this period
shows the situation before the world financial and
economic crisis of 2007/2008. While 2014 was

the last year when the majority of the analysed
indicators were available in the Eurostat
database.

The results presented in the table show that in
a longer time frame, progress was observed in
such themes as sustainable consumption and
production, demographic changes and, partially,
in climate change and energy (greenhouse gas
emissions indicator). Significant diversification of
indicators was observed in relation to the
environmental aspects of the EU development.
While, the improvement was recorded in the case

of indicators dependent on the economic cycle
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(being in downturn due to the economic crisis),
such as greenhouse gas emissions and energy
consumption. Particularly positive trends were
seen in the greenhouse gas emissions whose
2012 indicator was lower only by 2 percentage
points than the limit of 20 % reduction below the
1990 levels assumed in the Europe 2020
Strategy. Downward trends were observed in the
social inclusion and natural resources themes.
Table 3

The descriptive statistics of SD
indicators of the EU in
2004 and 2014

. Descriptive
No Variable statistics 2004 2014

1 « T 20 000 | 25925
! Vs 68.59 65.74
) N i 1.25 1.65
2 Vs 60.67 60.33
3 , i 40.87 51.29
4 Vs 27.27 19.78
4 « i 19.12 20.92
7 Vs 8.38 7.42
s « i 15.45 17.29
8 Vs 10.60 10.71
6 « i 97.97 81.38
° Vs 31.18 32.76
. « i 61.03 53.83
10 Vs 134.99 | 135.41
8 « T 104.68 | 100.93
' 1 Vs 7.55 5.11

Source: author’s calculations based on Eurostat data,
where: x — average and Vs - coefficient of variation in %
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Next table (Table 4) shows the results of the
classification and the typological groups of the EU
countries obtained by means of the taxonomic
measure of development calculated on the basis
of the characteristics of their socioeconomic
situation.

It is clear that the positions of individual
countries in the obtained rankings were usually
different, with the exception of Sweden and
Denmark whose positions (the first and the
second, respectively) did not change in the years
of study. Finland and Italy did not move further
than by one or two positions.

The greatest leaps were observed in the case
of Slovakia, which was last in the 2004 ranking,
and the 7" in 2014. Four EU countries did not
see any fall in the ranking in 2004 and 2014,
while 10 countries picked up in the ranking (the
largest increase in Slovakia from 27" to 7"
position).

The socioeconomic situation in 2014 compared
to 2004 deteriorated in 14 countries - the most
affected were Greece (down from the 17" to the
28™ position), the Czech Republic (the fall from
the 10th to the 20" position). Hungary and
Ireland went down by nine positions.

Table 4

The EU countries sorted by the social and economic development in 2004 and 2014

Country (value of mater - Error! Objects

Country (value of mater - Error! Objects

No cannot be created from editing field codes.) Group cannot be created from editing field codes.) Group
2004 2014
Sweden (0.689), Denmark (0.604), Ireland Sweden (0.820), Denmark (0.688), Lithuania
1. (0.551), Finland (0.526), Luxembourg (0.633), Luxembourg (0.623), Finland I

(0.428), Slovenia (0.397), Austria (0.350)

(0.608), Latvia (0.557), Slovakia (0.512)

Hungary (0.348), France (0.341), Czech
2. Republic (0.322), Latvia (0.300), Lithuania
(0.294), Estonia (0.294), Cyprus (0.289)

Austria (0.478), Slovenia (0.469), France
(0.465), United Kingdom (0.445), Ireland II
(0.410), Poland (0.397), Estonia (0.371)

Portugal (0.285), Belgium (0.250), Greece

Germany (0.339), Belgium (0.334), Hungary
(0.325), Netherlands (0.312), Portugal

3. (0.221), United Kingdom (0.216), Netherlands : III
(0.215), Germany (0.202), Malta (0.181) Eg'gg% Czech Republic (0.306), Cyprus
Romania (0.177), Spain (0.125), Croatia Romania (0.266), Croatia (0.219), Bulgaria

4. (0.108), Italy (0.077), Bulgaria (0.046), (0.183), Malta (0.105), Italy (0.074), Spain v

Slovakia (0.013), Poland (-0.076)

(0.067), Greece (0.026)

Source: author’s calculations based on Eurostat data
The worst situation was observed in the case

of countries located in Southern Europe. Most of

them received worse position in 2014 than in
2004. In the next table (Table 5), the comparison

! Cheba Katarzyna. Tel.: + (48 601286685). E-mail address: (katarzyna.cheba@zut.edu.pl). 18




Proceedings of the 2017 International Conference "ECONOMIC SCIENCE FOR RURAL DEVELOPMENT” No 45

of the situation in a geographical region of
Europe in 2004 and 2014 was presented.
Table 5

The EU countries sorted by the
social and economic
development in 2004 and 2014

Average position in the
No Region ranking
2004 2014
1 Northern Europe 8 7
2 Western Europe 13 12
3. Southern Europe 18 22
4 Eastern Europe 20 18

S;)urce: author’s calculations based on Eurostat data

Many authors (Framing..., 2007; Klenert D. et
al., 2015; Nic M. and Swieboda P., 2014;
Peacock W. G., 1998) indicate that the division of
the European Union into ‘better’ West European
countries and ‘worse’ Eastern Europe, is still
synonymous to the differences in the EU
development. The results presented in this work
show a completely different situation in Europe.
According to the results presented, these are so
called the new member states located in Eastern
Europe that took much higher positions in the
compiled ranking than much more developed
countries of Southern Europe.

It arises a question: Did the countries of
Southern Europe cope so badly with the
economic crisis, or whether these changes are
associated with a higher resistance to the crisis of
countries of Eastern Europe? An answer lies
somewhere in the middle. It must be first
remembered that in Table 5, there is only
information showing what an average position
occupies countries located in different
geographical regions of Europe. To this average
position, e.g. In the case of Eastern European
countries in 2014 contributed relatively high
positions in Slovakia (group I, 7™ place in the
ranking) and Poland (group II, 13" place in the
ranking) and very low positions of such countries
as Bulgaria and Romania (both assigned to the
last group with the lowest results). However, in
the case of South European countries the

relatively high position of Slovenia is observed
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(group II, 9 position in the ranking) and three
lowest places in the created ranking occupied by
countries such as Italy, Spain and Greece.

A detailed analysis of positions taken by
individual EU countries within the ranking
confirms that a significant improvement can be
observed especially in the case of countries
located in Eastern Europe.

It may be considered whether such a division
of Europe into geographical regions describes
well the situation of individual EU member states.
It should be remembered, however, that the
region is e.g. the first indicator considered when
choosing the location of the investment
(Dunning, 2003, 2004, 2006). In the literature
there are many studies showing a region in the
context of resistance to a crisis, economic
development or development of industrial
potential and many others (ex. Stefanescu,
2012). It is one of the most obvious divisions
used to describe the socio-economic situation in
Europe and in the European Union (in the work
considered in the context of sustainable

development).

Conclusions

1) The aim of the study results presented in this
work was a comparative analysis of changes
in the area of sustainable development of the
EU before the crisis of 2007-2008 and
afterwards.

2) Currently, the worst situation in the field of
sustainable development may be found in the
countries located in the Southern Europe.

3) Today, the situation in the field of sustainable
development in the countries located in
Eastern Europe is much better than in the
countries located in Southern Europe.

4) The map of divided Europe changed a little
after the economic and financial crisis when
had turned out that those were the EU
countries in the south that suffered most of
all.

5) The above observations have been confirmed
by the results of the studies and analyses
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presented in this paper. The change of the their position in the rankings measuring the
situation on the level of sustainable rate of their sustainable development.
development of the EU countries is particularly 6) The results obtained in this study can be used
present in the South European countries. in subsequent years to examine the direction
However, the situation has improved in of changes in sustainable development levels
Eastern Europe. Moreover, the West and observed both from the point of view of the

North European countries have strengthened EU Member States and geographical regions.
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PROBLEMS OF PRICING AS A COMPETITIVENESS TOOL
IN LATVIAN BUSINESS ENVIRONMENT

Ieva Bruksle!, Mg.oec; Rosita Zvirgzdina?, Dr. oec.

Abstract. Entrepreneurs work today in a changing environment and under circumstances of fierce competition. Price

is deemed to be a tool that entrepreneurs could use for strengthening their position and their competitiveness.

However, price and pricing is a complex process and often undeservedly little used as a competitiveness enhancement

tool. The aim of this study is to evaluate the problems concerning pricing in the Latvian business environment. To

achieve the aims, the role of the pricing process and the factors influencing it have been described, a comparison of

the competitiveness of the Latvian business environment with other countries has been carried out and actual

problems related to pricing in the Latvian business environment have been identified based on the opinions of

entrepreneurs and experts. Research methodology used in the research: logically constructive approach; synthesis

method; social research methods - panel discussion and interviews. As a result, the problems concerning pricing in the

Latvian business environment will be evaluated.

Key words: pricing, pricing problems, Latvian business environment, competitiveness.

JEL code: M21, 031, R1
Introduction

Entrepreneurs work today in a changing
environment and it is essential to be competitive;
price is one of the factors promoting
competitiveness.

The research aims to evaluate problems
concerning pricing in the Latvian business
environment.

The following tasks were set to achieve the
aims:

1) describe pricing as an essential factor
enhancing competitiveness;

2) carry out a comparison of Latvian business
environment to other countries and analyse
the specifics of pricing in the Latvian business
environment;

3) evaluate pricing related problems in the
Latvian business environment.

The research enables us to analyse pricing
related problems in the Latvian business
environment from an alternative point of view.

The following research methodology has been
used in the research: logically constructive
approach, synthesis method, social research
methods, panel discussion and interviews that
enable us to gain a clear insight of the situation,
identify the positive and negative aspects of
pricing in the Latvian business environment

based on the information gathered.
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A panel discussion was organised to gain
qualitative information on the specifics and
problems related to pricing in the Latvian
business environment. 11 entrepreneurs with
huge experience in the Latvian market
participated in the panel discussion. The panel
discussion questions were formulated to ascertain
the entrepreneurs’ view of factors enhancing
competitiveness, specifics of pricing, pricing
related problems in the Latvian business
environment and possible solutions that would
enable using price as a comprehensive tool for
enhancing competitiveness.

Expert interviews were organised to gather
additional information and expert opinion on
pricing as a competitiveness enhancing tool and
problems that hinder pricing in the Latvian
business environment. Specialists from various
sectors, economists and members of associations
of effective direct marketing, management and
accountants were interviewed. Experts had to

submit their evaluation.

Research results and discussion
Competitiveness and price

Opinions on price as an important
competitiveness enhancing tool have been
reviewed in this section of the research. At first,
we would like to focus a bit on competitiveness
and its factors to describe the role of price in

building competitiveness. Competitiveness and its
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factors have been widely researched and
analysed in literature, and we will offer some
opinions.

Competitiveness in economics and business is
the ability of enterprises, sector or the state to
sell products, goods or services in the market.
Competitiveness is the ability to compete with
analogical objects (goods or services) in a
particular market using a competitive advantage
(price, quality etc.) to achieve its aims (Hirschey,
2008).

Competitive advantage of enterprises arises
and exists in direct relation to the internal
environment in the country - the business and
investment environment. The success of
enterprises in relation to its competitors is
dependent on the situation in the country or
region and in turn the country develops in a
global competitive environment. Therefore, there
is a kind of cycle - a nation’s economic growth
results are dependent on the performance of its
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enterprises but the competitiveness of companies
is influenced by the nation’s economic
development level (Denisovs, 2008).

Characterising factors that influence the
competitiveness of enterprises they can be
divided into internal and external factors;
external factors seriously influence the formation
of a competitive business environment. Vasileva
and Glebova (Vasileva, Glebova, 2010) have
developed a model (Fig.1.), that clearly
demonstrates the interaction of the internal and
external environment and their influence on the
competitiveness of the enterprise. The model
shows that enterprises to a large extent are
dependent on external factors such as taxation
policies, loans, innovation  policy, social
environment, infrastructure development level,
demographic situation in the country, industrial
policy priorities, education system and the quality
of all these factors is influenced by state policy

and legislation.

Tax policy

| Manufacturing company |

- Craaliby
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policy

Imnmowvation
policy

Investment
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environmeent
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]
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Inmnowative
|- technologies
Inwvestment in
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Source: designed by the author based on Vasiljeva, Glebova, 2010

Fig. 1. Model of provision of competitiveness of manufacturing enterprises

We would like to underline the opinions
expressed in the previous research that, in
essence, the impact of each external factor on
the business environment and the enterprise that
exists in the environment is huge and the impact
of their interaction is even greater. These factors
have one common feature. The form the
environment where the enterprise exists

influences it but the enterprise cannot influence
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these external factors. The enterprise is
responsible for its internal environment, which it
forms on its own. The enterprise feels the impact
of internal and external factors on its operations
and makes a profit or loss from the sales of its
products or services depending upon its level of
competitiveness. So, the competitiveness of

enterprises is formed by the interaction of
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internal and external factors (Bruksle, Abeltina,
Zarina, 2016).

We would like to emphasise that price and
pricing is a significant internal environment
factor. Moreover, it is one of the most flexible
factors and tools that the enterprise could
actively use to enhance the competitiveness of its
products.

Kotler, Wong., Saunder, Armstrong deem that
an enterprise could gain a competitive edge by
offering consumers higher value or a lower price
in comparison to their competitors’ price or by
offering consumers a bigger benefit that
compensates the higher product and service
prices (Kotler at.al, 2005). Consequently, price
and pricing play a significant role as it together
with the offered benefit - product or service can
ensure a competitive advantage.

The authors consider that price is one of the
most significant tools that is accessible to
enterprises and well considered pricing would
enable it to operate successfully in the modern
changing and complex business environment.
Let’s further focus a bit more on pricing and the
importance of this process in enterprise
operations by providing a review of the opinions
of various authors.

Pricing is the moment of truth; indeed, it is
the moment of truth for everything a company
does. New technologies and globalization are
changing the marketplace at a much faster pace
than before and blurring the boundaries of many
industries. Competition continues to grow in just
about every industry, and the focus of that
competition has been predominantly on price.
Consumers have much more pricing information
and are more sophisticated on how they use it.
Perhaps it's the sense of helplessness that
prevents more companies from treating their
pricing more seriously. How can you bargain with
a customer who knows your cost structure?
Getting the pricing right is, in the end, both art
and science. Like most business practices, the

best pricing decision is grounded not only in
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theory, but experience and instinct (Raju, Zhang,
2010).

There is a fundamenta

|\\

profit disconnect” in
business today. Companies work to bring a
product to the market by investing significant
effort and money in research and development,
distribution and marketing strategies. However,
when it comes to setting a price - how
businesses get compensated for their hard work
and financial risk — most companies drop the ball.
Most companies don’t realize the direct link
between prices and their profits. It's this
connection that makes pricing one of the most
powerful strategies available to businesses today.
Better pricing is powerful and easy to implement,
quickly produces results, and focuses a company
on creation and creating a new value (Mohamed,
2010).

Qualitative pricing has been highlighted as a
relatively less used powerful tool accessible to
managers in circumstances of cost cutting and
dwindling demand in many markets. The real
significance of pricing is ever more increasing
(Marn, Regner, Zavada, 2004).

Pricing decisions must be made within the
context of ever - changing circumstances. The
severe economic downturns is t one of them -
commoditization,  discounting, price  wars,
competition, government pressures, and a host
of other dangers are always present (Macdivitt,
Wilkinson, 2012).

The following three maxims of the ‘price’
should always be borne in mind: price is the most
prevalent shorthand way by which customers
assess a good or service; pricing exactly to the
competitor, will ‘commoditize’ your product; it is
important to understand your own product and
its value versus your competition (Ruskin-Brown,
2008).

Price is the most powerful marketing tool. To
have a real impact on your profitability, you
swing the sledgehammer called pricing. Even
though it's the most powerful, it's also the least

understood. Every pricing situation is unique. A
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price is just a number. Setting a price is an event
in time. Optimal pricing is an on-going journey
(Stiving, 2011).

Gaining a price advantage an enterprise can
increase its competitiveness thanks to competent
pricing. The decision to gain a price advantage is
directly linked to implementing changes that
could affect all spheres of an enterprise’s
operations. Any enterprise can introduce an
appropriate pricing system based on critical
evaluation of the preconditions: coordination of
the entire organisation’s operations, planning its
future, developing its own pricing policy, relying
on its information system infrastructure,
periodically reviewing the price structure and
carrying out the necessary improvements in price
decisions. The pricing system should be
transparent, continuous evaluation of the system
should be carried out and a correction
mechanism must be worked out. A transparent
pricing process can be obtained by developing a
systematic and transparent approach. The pricing
system is essential for any business and
demands huge investments, sometimes financial
but always investment of time and knowledge
(Bruksle, Gode, 2012).

While price is generally a competitive tool for
increasing demand for a firm (and often a tool for
stimulating industry demand), risk-aversive
policies generally do not explicitly consider
competitive response and consumer demand as
significant inputs to the pricing decision. This
appears to result from the knowledge that similar
pressures (such as the rising cost of materials)
also usually plague competitors, from the
expectation that competitors will adopt (or have
adopted) similar policies (especially on discounts
or escalators), or from limitations in the
comparability of products and services among
competitors (Guiltinan, 1976).

Consequently, we could conclude that the
essential role of price in enterprise operations
has been emphasised; however, pricing is a

complex process that is influenced by various
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internal and external environment factors. Prices
appropriate for specific situations will provide the
enterprise a competitive edge in especially
intense competitive circumstances.

To examine optimal pricing, information is
required on fixed and variable costs, as well as
competitive conditions. The evaluation of optimal
pricing requires an analysis of market
competitiveness, cost functions, and prices.
Needless to say, more research is needed in the
field of pricing strategies to achieve a better
understanding of optimal pricing behaviour (Enz,
Canina, Lomanno, 2009).

We support that need for in depth research to
understand and set prices that could be used as a
competitiveness enhancing tool. Therefore, the
authors will further evaluate the Latvian business
environment in comparison with other countries,
describe the specifics of pricing in Latvian
enterprises by analysing the problems concerning
pricing.

Price and competitiveness - Latvia and
other countries

We will carry out a comparison of various
indicators of the following countries to
characterise Latvia in comparison with other
countries: Lithuania

Estonia, (neighbouring

countries, significant trade partners and
competitors in export markets), Poland (trade
partner, competitor, nation with huge industrial
potential and diverse production), Finland,
Sweden (significant trade partners, large
economies with developed production), Ireland
(territorially equivalent economy, that has
demonstrated the ability to develop quickly,
target country for emigration of Latvian work
force). The OECD and World Economic Forum
research and indicators gathered have been used
to carry out the comparison.

The comparison of Latvia with the
abovementioned countries has been carried out

(Table 1).
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Table 1

Indicators of competitiveness

Indicator of competitiveness based on . - .
. N . : L Indicator of competitiveness based on relative
Indicator relative unit consumer price (indices, L i s _
_ unit labour costs (indices, 2010=100)
2010=100)
Country 2011 2014 2016 2017 2011 2014 2016 2017
Estonia 101.2 104.8 105.6 104.8 96.4 100.5 112.8.0 111.7
Ireland 100.2 96.8 91.4 90.9 99.5 93.0 74.2 74.2
Latvia 100.6 101.5 105.3 103.1 94.3 103.6 116.5 113.3
Lithuania 100.7 101.8 102.6 101.4 98.1 100.5 108.9 108.0
Poland 98.2 97.0 90.6 90.1 96.0 94.1 89.8 90.3
Finland 99.6 101.4 100.5 99.0 98.7 101.1 101.1 98.5
Sweden 105.8 101.3 95.7 91.4 106.8 108.3 103.3 98.1
Source: designed by the author according to OECD, 2016
Evaluating the OECD competitiveness possible cost changes and provide the

indicators, it should be concluded that the opportunity to make conclusions regarding the

Latvian economy has a relatively higher situation in the country by using the Global

consumer price increase (decrease in Ireland,
Poland, Finland, Sweden), lagging behind only
Estonia, as well as unit labour cost increase
which compared to the other countries is the
highest. These indicators provide an insight of

Competitiveness Index (gathered by the World

Economic Forum) to evaluate competitiveness.
The state competitiveness changes in

accordance with Global Competitiveness Index

are illustrated in Table 2.

Table 2
Global Competitiveness Index (GCI)

Country 2012- Score 2013- Score 2014- Score 2015- Score 2016- Score
2013%* *x 2014%* ** 2015%* *% 2016* *% 2017%* * %
Estonia 34 4.6 32 4.7 29 4.7 30 4.74 30 4.78
Ireland 27 4.9 28 4.9 25 5.0 24 5.11 23 5.18
Latvia 55 4.3 52 4.4 42 4.5 44 4.45 49 4.45
Lithuania 45 4.4 48 4.4 41 4.5 36 4.55 35 4.60
Poland 41 4.5 42 4.5 43 4.5 41 4.49 36 4.56
Finland 3 5.5 3 5.5 4 5.5 8 5.45 10 5.44
Sweden 4 5.5 6 5.5 10 5.4 9 5.43 6 5.53

* Rank -rank out of 148 (2013-2014), 144 (2014-2015), 144 (2015-2016), 138 (2016-2017) economies, the higher the better

position. ** Score - scale ranges 1to 7

Source: designed by the author in accordance with Global Competitiveness Report, 2016

In accordance with the results summarised in
Table 2, it can be seen that Latvia’s ranking is
the lowest, just lagging behind Poland and
Lithuania. Moreover, positive dynamics can be
observed; however, this trend has changed in a
new assessment.

However, we would like to point out that
although the GCI ranking of Latvia is the lowest
among the seven countries compared, Latvia’'s
competitiveness ranking is positively
acknowledged in other areas (the index is based
on 12 pillars comprising various indicators) with

the macroeconomic environment rating only
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lagging behind Estonia and Sweden, labour
market effectiveness rating the fourth highest
and Poland has lower ratings in five categories.
Latvia must acknowledge with regret that Latvia
is far behind in such a significant sphere such as
business sophistication (11th pillar), where Latvia
is ranked 58 (Estonia 44, Lithuania 42, Ireland
16, Finland 12, Sweden 6) (Global
Competitiveness Report, 2016).

We would also like to point out to significant
problems underlined by enterprise managers that
hinder business operations prominent among

which are Tax rates, Inefficient government
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bureaucracy, Tax regulations, Access to
financing, Policy instability, Corruption, the same
problems as emphasised by Lithuanian and
Estonian enterprise managers (Global
Competitiveness Report, 2016).

In addition, it was ascertained in the previous
research that the competitiveness of the Latvian
business environment in comparison to other
countries unfortunately does not seem very
convincing and often the Estonian and Lithuanian
business environments are rated more positively.
Although improvements can be observed, the
business

competitiveness of the Latvian

environment is considered problematic which
leads to the necessity for entrepreneurs to be
able to continuously
The

mentioned as concerns for the Latvian business

adapt to changing

conditions. following aspects can be
environment: lack of motivated, willing to work
employees, inadequate understanding of one’s
values in terms of performance; changing
legislation, public experiments in business - the
adoption of rules and laws, which generally do
interests and

not meet the small business

requires huge investment to implement, laws are

passed without understanding the real situation;

unstable tax policy, which prevents development
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planning; lack of financing; low level of
innovation and manufacture of low value-added
products. Moreover, the Latvian market is too
small to develop a considerable business and if
you're a small producer, you cannot compete
with large companies. However, an important
aspect mentioned by the operators that should
be noted is that the development of any process
is hindered by human behaviour, problems
caused by the same dishonest businessperson,
entrepreneurs with low moral principles against
which the common economic operator is unable
to fight. An entrepreneur who pays taxes cannot
compete with the unscrupulous, and the unstable
state tax policy promotes such behaviour.
Therefore, in the experts’ opinion the Latvian
business environment is evaluated as a changing,
unpredictable and unstimulating business
environment (Bruksle, Abeltina, Zarina, 2016).

like to

Concluding the section, we would

provide a short insight of tourism, which is

Latvia’s significant export product and the

competitiveness rating of the commercial
environment in the sphere of travel and tourism
are shown in the Table 3 (Travel & Tourism

Competitiveness Report 2015).

Table 3
Travel & Tourism Competitiveness Index (T&T) *
. Price Tickets .

Country | T&T | Value | gUiONT. | competti | taxes, | LRSS | PRGN

nt (Value) (Value) chaI:ge* index* parity* level*
Estonia 38 (4.22) 26 (5.13) 72 (4.6) 18 23 105 104
Ireland 19 (4.53) 14 (5.37) 122 (3.7) 78 46 124 128
Latvia 53 (4.01) 53 (4.59) 58 (4.8) 6 10 96 109
Lithuania 59 (3.88) 64 (4.48) 57 (4.9) 32 1 91 114
Poland 47 (4.08) 76(4.35) 46(4.94) 27 4 81 100
Finland 22 (4.47) 9(5.60) 121 (3.7) 30 39 134 131
Sweden 23 (4.45) 22(5.22) 134 (3.4) 26 70 135 133

* Rank -rank out of 141 (2015),** Score - scale ranges 1to 7

Source: designed by the author according to Global Competitiveness Report, 2016

One can conclude from the data summarised
in the Table 3 that among its neighbouring
countries, potential competitors in the tourism
sector, Estonia has a positive rating and Poland

has a higher rating whereas Latvia’s (as well as
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Lithuania’s) rating is lower and significantly lags
behind Finland, Sweden and Ireland. Analysing
the price competitiveness factor Latvia has the
lowest purchasing power parity and impact of fuel

prices. Although the assessment is not high (91
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and 100 out of 141 countries), it is the highest

among the countries compared.

Specifics of pricing and factors
influencing it in the Latvian business
environment

We will further provide a short insight into the
specifics of pricing in Latvian enterprises using
the previous research.

Analysing macro- and micro-environmental
factors and their influence on setting prices, it
was pointed out that the purchasing power of the
inhabitants, the number of buyers and the
changes in the prices of resources (macro-
environmental factors), as well as the level of
expenses, the company targets and the
competitors’  activities  (micro-environmental
factors) have the most significant influence
(Bruksle, Gode, 2012).

Moreover, we would like to point out that in
accordance to the research Latvian entrepreneurs
mainly set the prices themselves, most often it is
the owner-manager of the company, who while
setting the profit margin takes into account the
main trends in the field based on the average
price (significant aspect is the specifics of
operation). Prices are reviewed at least once a
year and according to possibility or necessity
adjusted, which is influenced by changes in
supplier prices. The continuous price
changeability in Latvia, especially on basic raw
materials, which hinders planning of operation
and increases risk is mentioned as a significant
hindrance in price-setting. The following were
mentioned as the most important state activities
for the promotion of competitiveness and stable
prices: clear and predictable taxation policy,
stable legislation, fighting the shadow economy,
allowances for small enterprises. It should be
noted that price-setting in companies s
organized comparatively simply, without paying
much attention to it (Bruksle, Gode, 2012).

Finally, we would like to mention that
entrepreneurs have highlighted the following

moments and aspects:
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1) poor knowledge of pricing and chaotic pricing
setting with lack of in depth research;

2) poor wuse of pricing as a competitive
advantage in Latvia due to lack of information,
experience and the belief in ability to
implement something new;

3) pricing is hindered by: accessibility to
resources and price fluctuations; attempts of
entrepreneurs to conquer markets with
unfounded low prices that distort the market;
poor research of markets and prices;

4) regarding the active participation of enterprise
managers in price setting it is acknowledged
that managers should definitely participate
and most often they do so but the majority
lack the necessary knowledge;

5) reviewing the issue of pricing policy and price
setting systems in enterprises it s
acknowledged that such systems usually do
not exist and well considered price setting is
an exception rather than a business practice
in most enterprises in Latvia (Bruksle, Gode,
2014).

The following can be mentioned as significant
deficiencies in pricing practice in Latvian
enterprises: lack of knowledge, absence of a
complex environment.

approach, changing

Changing and unpredictable external
environment hinders price setting as it is
important for strategic planning to understand
and predict the main factors that influence
business operations such as costs, purchasing
power etc. Research results show (Bruksle, Gode,
2011) that Latvia’s price changeability and wide
range of influencing factors which is a significant
business risk does not promote competitiveness.
Frequent changes in the economic environment
(planned and unforeseen) do not promote
stability and optimism and therefore hinder
setting prices for products even when price is one
of the important competitiveness factors.

Let’s further focus on the problems concerning

pricing mentioned in literature and those pointed
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out by entrepreneurs and experts in the panel

discussions and expert interviews.

The following results were gained from the
discussions.

1) According to entrepreneurs, only some factors
mentioned ensure the competitiveness of the
enterprise and products and price is
underlined as one of the primary factors (first
or second essential factor) with only 3
entrepreneurs not including price in their list
of 5 significant factors. Of course, the price
must correspond to the quality.

2) Costs and costing were mentioned as one of
the essential factors in setting the price and
therefore factors such as competitors’ prices,
changes in supplier prices and the market
segment are significant.

3) Unfair pricing practices, the practice of
competing with price cuts for basic products
and offering additional services and products
for a higher price were also emphasised.

4) The following aspects were highlighted as
main problems: changing or distorted

business environment; setting low prices

when there is intense competition; various

types of corruption that distort pricing;

unfounded pricing (entrepreneurs
acknowledge that often prices are “grabbed
from thin air”, as well as unscrupulous
businesses); low market saturation with
businesses.

5) Sustainability, unchanging rules of the game,
game progress, carrying out research to
analyse the market, consumer and trends are
mentioned as significant aspects by
entrepreneurs in setting prices.

The opinion of experts interviewed matches
the opinions of the entrepreneurs mentioning
price in the 5 essential factors that ensure the
competitiveness of enterprises and products and
only one expert did not mention price but
highlighted the product’s cost price. Moreover, it
should be mentioned that on average experts

rated price (3.5 out of 5 points) as one of the
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tools ensuring competitiveness. Experts also
underlined poor knowledge that hinders well
considered pricing which in turn distorts the
overall pricing policy in Latvia.

The main problems that hinder pricing
mentioned were continuously changing
legislation, unfair playing rules, very low
production volumes and small markets. Experts
also mentioned the wrong understanding of
entrepreneurs of pricing as such and their
inability to use this tool fully.

Finally, we would like to mention the experts’
opinion that only experience and knowledge as
well as a healthy business environment would
enable us to resolve the problems concerning
competitive pricing.

Regarding main problems in pricing that
entrepreneurs face in practice, the following were
underlined as the most significant ones:
necessity to set elastic prices based on changing
market conditions and costs; forecasting reaction
in case of price fluctuations and further control of
prices; differentiate clients, understand how
much clients are ready to pay; low purchasing
power but high price levels; short term thinking
of market participants in setting unfounded

prices, unfair pricing practices by competitors.

Conclusions, proposals,
recommendations

1) Price in the opinion of entrepreneurs, experts
as well as various researchers is a significant
competitiveness enhancing factor.

2) Overall, the competitiveness of the Latvian
business environment has been evaluated

relation to main

highly. However, in

neighbouring business partner countries
Latvia’s performance is at a lower level.
3) Insufficient attention is paid to pricing in

Latvian enterprises that does not allow using

it comprehensively for ensuring
competitiveness.
4) The changing and complex business

environment, poor knowledge of pricing as

28



Proceedings of the 2017 International Conference "ECONOMIC SCIENCE FOR RURAL DEVELOPMENT” No 45
Jelgava, LLU ESAF, 27-28 April 2017, pp. 21-29

well as unscrupulous pricing practices are 5) Significant information gained during the
main significant problems mentioned. research will enable us to continue the

research further.
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ASSESSMENT OF BUSINESS PERFORMANCE IN WASTE LANDFILLS AND SHIFTING
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Abstract. Latvian landfill management within the whole waste management system is currently experiencing an

urgent necessity of new managerial approaches that will draw their sustainable development strategies. Main aim of

this paper is to provide an oversight of the circular economy and industrial symbiosis — a potential solution for landfill

waste management companies. In order to assess business performance of landfill management companies, a survey

has been developed, which gathers opinions of Latvian, Estonian, Lithuanian, Russian, Spanish and Malaysian

consultants, landfill management companies, state officials, associations, researchers etc.

Key words: business performance, circular economy, industrial symbiosis.

JEL code: M1, Q51, Q57
Introduction

Lately, Europe has started a very ambitious
and at the same time environmentally conscious
path towards zero waste concept, using circular
economy policy. It has been sharply discussed
since already 1980s whether a zero waste
concept (Willson, 2011; Zaman, 2014; Benders
et.al., 2016) is possible within current social and
economic preconditions. Still, author suggests
that a step forward circular economy or such
concepts as industrial symbiosis is a good
alternative - humans cannot prevent all the
waste generated, but can minimize volumes
going to the landfills and change their attitude
towards waste.

Waste management may be divided into three
stages: preliminary stage - from inhabitant to
waste collection, which is most profitable, as it
contains cleanest reusable materials; secondary
stage - sorting waste on unsorted waste sorting
facilities and tertiary stage - waste from waste
landfilling process. Waste prevention alongside
with 3R activities are widely discussed and
promoted within the EU, thus much less attention
is being paid to waste or resources that are
generated during waste disposal processes. This
is explained with the fact that the EU sees
landfilling as yesterday waste treatment option,
but there are 13 Member States, which still
heavily rely on it. For these countries, industrial
symbiosis to save resources and move towards
circular economy on the landfills could become a

good mid-term solution. Analysis of current

situation with Latvian landfill management
companies has revealed a very negative trend
that some of the companies have problems with
keeping together managerial, entrepreneurial and
environmental decisions - companies dealing
only with landfilling are interested in the increase
of disposed waste volumes, but this goes into a
direct conflict with EU Directive on waste, saying
that Member States are to focus on decrease of
disposed waste as much as possible.

The hypothesis set within present research is
formulated as follows: increase of efficiency in
landfill management companies is possible with
improvement of business management
techniques. Main tasks of the research are:
assessment of landfill internal material flow and
its potential for development of industrial
symbiosis; development of a methodologically
justified industrial symbiosis model for landfills.
The research is based on quantitative and
qualitative methods, including a survey, data
analysis, systems dynamics, modelling methods,
The authors propose a methodological solution to
enhance more efficient resource management by
using resources, generated as a result of a
landfill daily operation, thus increasing resource
efficiency indicators and shifting Latvian economy
to circular economy with the help of industrial
symbiosis.

Key concepts of circular economy

Circular economy appeared in the literature
through three main activities - the so called 3R's
Principles: Reduction, Reuse and Recycle (Feng

! Corresponding author. Tel.: +371 26789563; E-mail address: natalija.cudecka@inbox.lv 30



Proceedings of the 2017 International Conference "ECONOMIC SCIENCE FOR RURAL DEVELOPMENT” No 45

and Yan, 2007; Preston 2012). More practically
explained by Heck (2006), Circular Economy
means reducing resource use and reducing the
load on our natural sinks. The CE concept is
central part of the ecological economy and the
industrial ecology. It has to be noted that circular
economy concepts have already becoming
adopted on national levels. For example in China,
where environmental protection is a very
important issue, already in 2009 Circular
Economy Law has been passed and entered into
force. Austria, Germany, and the Netherlands
have to some extent already developed
strategies compatible with circular economic
activities (Heck, 2006). As highlighted by
(2016), the

consumption is to increase consumer’s utility

Morone, Navia purpose of
and/or enhance social welfare. However, at each
stage of the supply chain, waste is produced. To
some extent this waste might be recycled and
reconverted into resources, reducing the need to
mine virgin resources and, through this, the
economy becomes circular. Yet, not all waste can
be recycled or is recyclable, partly owing to
missed opportunities and partly owing to basic
physical and thermo-dynamical laws. The amount
of waste that can be recycled depends crucially
on the capacity of the environment to assimilate
residuals from the economic system. Once the
assimilative capacity is exceeded, environmental
damage occurs.

Circular economy is seen as a new business
model expected to lead to a more sustainable
development and a harmonious society (Geng
and Doberstein, 2008; Ness, 2008; Mathews and
Tan, 2011; Lett, 2014). Although, the UK
government has recently released responses to
the EU circular economy package, listing barriers
to adoption (Department for Environment, Food
and Rural Affair, 2015a, 2015b; Environmental
2014). These

regulatory, financial, information, and systemic

Audit Committee, include

barriers. Many of these barriers can be assisted

through greater quantification of the waste flows.
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As emphasized by George et al. (2015),
recycling is now a significant aspect of most
developed economies and an important objective
of policy, so it is time to bring the
aforementioned concept of the circular economy
into theoretical consideration. That is, economic
waste and economic resources are interrelated
and they can no longer be considered to be
independent. It is now time to weave them
tightly together.

Circular economy does sound very reasonable
and logical as a concept, but in reality it is often
facing a range of obstacles such as high initial
costs, necessity of changing habits and system
on the whole. One of the main changes promoted
by the European Commission since 1993 - the
tax burden must be redistributed so as to lighten
the burden on labour and increase the burden on
the use of natural resources (EC, 1993).

Salemdeeb et al. (2016) note that in order to
achieve a circular economy, there must be a
greater understanding of the links between
economic activity and waste generation. A
consensus exists on the vital role of waste and
resource management in achieving a transition
from a linear model to a circular one where the
value of materials and resources are maintained
in the supply chain. Waste systematically
emerges throughout the supply chain as a result
of economic activities and trades (Kurz, 2006).

Necessity of industrial park
establishment within waste
management

Back in the twentieth century, Alfred Marshall
(1920) has already described the advantages of
agglomeration of economic activities. Marshall
proved that due to the concentration in close
geographical proximity within “industrial districts”
the companies get the benefit of large - scale
industrial production and of technical and
organizational innovations. The economist
emphasized the possibility of achieving the
advantage of a large scale production by a group

of small-sized companies located in a given area.
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It was mainly possible due to the benefits coming
from agglomeration economies, such as reduction
of transaction costs, accumulation of skills among
workers, creation of "an industrial atmosphere”,
promotion of innovation processes.

Later on, basing on Marshall’s theory, Michael
Porter has developed and popularized cluster
concept. According to the Porter's (2008)
definition, “clusters are geographic
concentrations of interconnected companies,
specialized suppliers, service providers, firms in
related industries and associated institutions
(e.g. universities, standards agencies and trade
associations) in a particular field that compete
but also cooperate”. When developed further, a
cluster is defined as a set of entities from similar
or related sectors that are geographically close to
each other (Pouder & St John, 1996); generating
certain externalities that stem from economic,
social and historic factors (Becattini, 1990;
Porter, 1990; Rocha & Sternberg, 2005).

Clusters, which form networks of firms and
other institutions, are receiving growing attention
in the literature on management (Gilbert et al.,
2008; Rocha & Sternberg, 2005; Tallman et al.,
2004).

A further definition states that the cluster is a
knowledge production centre (Tallman et al.,
2004), that is characterized by the transference
of knowledge and information between its
members (MacKinnon et al., 2002).

One of the roots of this discussion is in the
concept of industrial ecology, which in turn was
an attempt to face the problems that were
related to resource consumption, waste
production, and emission, by an integrated
approach (Lambert, Boons, 2002). Patala et al.
(2014) stress that network-based collaboration is
critical to the solution of complex problems such
as the environmental load of production and
consumption.

Porter (1998) indicates that clusters affect
competition in three ways: first, by increasing the

productivity of companies based in the area;
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second, by driving the innovation; and third, by
stimulating the formation of new businesses,
which expands and strengthens the cluster itself.
Clusters can be divided into industry, sector and
problem solving.

e Doeringer and Terkla (1995) examine the
literature regarding industry clusters and
identify them as geographical concentrations
of industries that gain performance

advantages through co-location. According to

(2009),

concentration” is the key that defines the

Zhao et al. “Geographical
basic but distinctive characteristic of an
industry cluster. Industry clusters can be
classified into two types.

e \Vertically integrated clusters. This type of
clusters is made up of industries that are
linked through buyer-seller relationships.

e Horizontally integrated clusters. This type of
clusters includes industries, that might share
a common market for the end products, use a
common technology or labor force skills, or
require similar natural resources.

The development of industries is led by
innovation, assimilation and utilization of
technology that chiefly depends on the economy,
society, culture, habits, systems and policies
embedded in a specific geographical context.

Within waste management two terms as
“clusters” and “industrial parks” are often used in
order to describe one type of development.
According to Matani (2006), industrial estates are
primarily designed to improve production
efficiency through the clustering of manufacturing
industries and services but most of them are
posing a danger to the environment. If
environmental concerns are integrated into
estate development at all stages, cumulative
damaging effects can be avoided.

There is a strong association between IS and
improved competitiveness in the IS literature
(Geng and Cote, 2002), often attributed to
improved natural resources productivity (Esty

and Porter, 1998). In experience of Lombardi,
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Laybourn (2012), the opportunities to improve
competitiveness through industrial symbiosis are
much broader than improved resource efficiency.
They include reducing cost through innovative
product or process changes, increasing revenue,
diversifying business, and managing risk
(Laybourn and Morrisey, 2009). The importance
of each synergy being demonstrable as an
economically beneficial business deal has been
documented for Kalundborg (Chertow, 2007),
Rotterdam Harbor, networks in Austria and
Germany (Posch 2010), and more generally (van
Berkel 2006). In Kalundborg, a number of
independent energy and waste exchanges
between collocated companies and the local
municipality evolved over a number of decades,
resulting in economic benefits for all parties
involved (Jacobsen 2006).

According to Matani (2006), the tangible
environmental benefits include :
¢ reducing greenhouse gas emissions and toxic

air emissions;

e promoting green technology development and
diffusion;

e improving energy, materials and water use
efficiency and conservation;

e promoting pollution prevention on a system or
community basis;

e promoting the redevelopment of brown field
industrial sites.

Kernels of symbiosis across firms, such as
sharing ground water or a specific material, are
observed to be necessary preconditions for what
sometimes become more extensive exchange
networks. Certain identifiable precursors of
symbiosis, such as co-generation or waste water
reuse, also emerge from business decisions often
rooted in regulatory situations and can lead to
more extensive symbiotic cooperation as well
(Chertow, 2007).

Within present research, the authors tend to
develop an industrial symbiosis model not as it
has often been historically developed - from an
industry district, but using currently existing
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waste management infrastructure element, i.e.
household waste landfill, which already offers
following main resources: electricity, heat, waste

water treatment, technical water, infrastructure.

Research results and discussion

Latvian waste management system started its
active development since 1995, when first
country inventory revealed over 550 operating
sub-standard landfills, not corresponding EU
requirements and over 160 closed sub-standard
landfills. The programme “500- Development of
national waste management system” foresaw
division of the territory into 10-12 waste
management regions, with one landfill per
region, closure and re-cultivation of all sub-
standard landfills. In 2017, Latvia is divided into
10 waste management regions, has 11 landfills in
operation, all the sub-standard landfills are no
longer operating and are re-cultivated. Although,
it is vital to mention, that the country has been
also affected by the global recession, which
resulted in decrease of income and waste
generation per capita, as well as it has
experienced serious decrease in population.
Currently, one biggest landfill is disposing 58 %
of total waste designated for disposal, and the
rest landfills are disposing from 8 % up to even
1 % of waste. Thus, the fact that the landfills
have financial liabilities and the European Union
proposal of decreasing volume of disposed waste
to 10 % from the generated volume in 2030
leads to a necessity of assessment of current
landfill management situation and seeking for
alternative development scenarios.
landfill

management companies and to identify necessity

In order to analyse Latvian
of their managerial improvement, the author has
developed a survey. The survey consists of 19
open and closed-type questions and it is divided
into three sub-sections. First sub-section covers
landfill management companies, their functions,
output of landfill daily operation activities,
potential resources for industrial symbiosis and

disposal rates. Following sub-section covers
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waste management tendencies in Latvia, it is
aimed to disclose landfill management company’s
vision on further development. And the last sub-
section tackles decision-making practices in
waste management companies. The target
groups have been divided into “Landfill group”
and “Expert group”. As the target audience of the
research within Latvia is only 11 inter-municipal
landfill

participated in the survey. In addition, author has

management companies, they all
modified the same survey for experts in the
waste management field - these cover both
Latvian and foreign experts. As a result, it was
possible to receive response from Latvian,
Estonian, Lithuanian Ministries of environment,
Lithuanian and Estonian landfill management
companies, Latvian, Estonian, Lithuanian,
Russian, Spanish and Malaysian consultants,
representatives of different associations and
researchers.

First two questions covered development of
regional waste management centres (figure 1)
and taking over particular municipality functions
and executing public procurement in respect to
waste collection in the region and develop
binding regulations for waste management in the
region (figure 2).

It can be seen, that 80 % of the landfill
management companies are in favour of
development of regional waste management
centres. The concept of regional waste
management centre is that the main
infrastructural element of the region - in Latvia’s
case it is a waste landfill, it's management
company, which is inter-municipality founded,
would take over all region’s municipality
functions, including but not limited to inhabitant
education, ensuring 100 % coverage of the
inhabitants within waste management system,
public procurement for waste collection and/or
treatment services, liability for the targets set for
waste recycling and reuse as well as disposal etc.
This would facilitate administrative burden for the

municipalities, provide a more objective and
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transparent statistical information of the region
and might result in better waste collection price
for the inhabitants, as the waste management
operator would be chosen for the whole region,
not for a single municipality. When analysing the
responses, provided by the Expert group, 86 %
of respondents were in favour of development of
regional waste management centres, to which
municipalities could delegate all the functions,
linked with waste management and 14 % are
supporting currently existing system. When
analysing the same question from statistical point
of view, it resulted in Mean equalling 1.2917,
median and mode equalling 1 and standard
deviation - 0.69025.

H Yes, it would definitely
10% solve arange of
bureaucraticissues and
facilitate regional

managemen
H Yes an(fﬁ%ufeﬁopment
of such centres is

currently under
development

i No, it is not necessary,
currently existing
system is optimal

Source: developed by authors

Fig. 1. Question “Do you consider that waste
management regions have to have regional
waste management centres, to which
municipalities could delegate all the
functions, linked with waste management?”

landfill
management companies to adopt a range of

Figure 2  proves readiness of

municipal functions, including the public
procurement for waste management. Moreover,
it also shows that there are already waste
management regions within country, which have
taken over the public procurement function.
Some of the regions face strong municipalities,
willing to control waste management functions by
themselves, although it has to be noted that
economies of scale are also in place within waste

management system, so the bigger waste

! Corresponding author. Tel.: +371 26789563; E-mail address: natalija.cudecka@inbox.lv 34



Proceedings of the 2017 International Conference "ECONOMIC SCIENCE FOR RURAL DEVELOPMENT” No 45

collection territory with higher inhabitant density,

the lower the price for waste collection service.

B Yes, that would significantly
facilitateregion’s
managernent system

18%

(N

B Yes, and itisalready inplace

WMo, law, bindingto
municipalities, states these
functionsandthey arethe
institutions, which have to
fulfil these functions

Source: developed by authors

Fig. 2 Question “Would you, as landfill
management company, take over particular
municipality functions and execute public
procurement in respect to waste collection
in the region and develop binding
regulations for waste management
in he egion?”

It is quite notable, that the Expert group’s
opinion split in this question, as both 43 % of
respondents support delegation of municipal
functions to landfill management companies and
state that these functions have to stay in
competence of the municipalities. 14 % of the
Expert group point out that definitely some of the
functions can be taken over by landfill
management companies, but, as waste
management in general is the competency of
municipalities, core functions have to be kept for
them as main responsible stakeholders.

The questionnaire also assessed the resources
that arise in the landfills during their daily
operations. According to the results of the Landfill
group, most common resources are: sorted
packaging materials, other reusable materials
with commercial value and purified leachate
(70 % per option), followed by resource derived
fuel (RDF) and technical compost (60 %), electric
energy and heat, generated only by 40 % of
respondents and compost for agricultural needs
(20 %) and compost for road construction works
provided by 10 % of respondents.

When analysing, what are the resources that
could be offered for other companies that are
either not used in an efficient manner, or not

used at all, the Expert group has identified

Jelgava, LLU ESAF, 27-28 April 2017, pp. 30-39
following resources (Fig. 3). It also pointed out
that the landfills should be as open as possible to
educate people to sort waste. Next step is to
promote waste reduction and prevention. That
means promotion of repair and reuse, especially
for electric, electronic and bulky waste. When
analysing the responses of the landfills, they see
themselves fully involved in sharing experience,
education of the society (80 %), organization of
excursions and trainings (90 %), followed by
(60 %),
required for establishment of business (fenced

technical equipment infrastructure
territory, supply road, premises etc.) (50 %) and

exchange of energy commodities (30 %).
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Fig. 3 Question “Which resources landfill
management companies could offer for
outsource?”

Taking into account current circumstances and
prospective for 2020 and 2030, it is of vital
importance to ensure sustainable development of
landfill management companies as well as their
feasibility.

One of important questions within the
questionnaire was “What could be as a
stimulating factor for a landfill management
company to involve into industrial symbiosis?”
Landfill management companies point out as the
most stimulating factor 44 % of respondents -
education of the society, explaining that modern
landfill is environmentally safe and different
types of manufacturing can be allocated within its
territory. This is followed by necessity of
development of state support programmes in
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order to facilitate cooperation of different sectors
- identified by 39 % of respondents. 6 % see the
main obstacle in legislation, pointing out that it
has to be redeveloped in order to promote inter-
disciplinary cooperation. On the other hand,
11 % of the respondents consider that the
existing legislation is sufficient and the
companies themselves already start to develop
industrial symbiosis on landfill basis. When
turning to Expert group, within the same
question, 48 % of respondents support the idea
of state aid necessity, followed by reconsideration
and revision of legislative base (24 %) and only
14 % of the respondents consider the legislative
basis to be sufficient and 14 % of Expert group
stress the necessity of society education.
Ambitious goal has been set by European
Commission for 2030 - to ensure decrease of
waste disposal to 10 % of generated waste for all
member states. Although, Latvia is among those
countries, which will have this target the most
challenging and within current situation, it even
looks like unachievable. This is also tackled by
the Expert group under a question “Taking into
consideration the new provisional goal set by the
European Commission to dispose only 10 % of
waste, what is your vision to ensure landfill
efficiency and sustainability?” Expert group states
the first and key action is to be the
transformation of landfills into waste recycling
and/or recovery centres (86 % of respondents).
It is interesting, that the experts from
governmental organizations see the solution in
development of regional waste centres (on the
basis of waste management regions, where
municipalities delegate their rights in waste
management issues to a Regional waste centre,
which also would inherit the obligations, which
are set for municipalities) - this initiative was
mentioned by 43 % of polled experts. Third
identified activity (39 % of respondents) was
implementation and further development of
waste prevention programme alongside with

focus on increase of inhabitant awareness. Quite
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interesting that Landfill group had different set of
required actions: Technological shift; Develop
recycling of biodegradable waste; Improvement
of waste sorting at households; Landfill support
on state level; Development of regional waste
management centres; Participation in
international projects; Development of end of
waste criteria’s; Development of material
recycling within the country; Increase of disposal
rate to the EU level.

Disposed waste opens wide possibilities for
industrial symbiosis. Taking into account wide
range of activities in the field of waste
management such as prevention, recycling,
sorted waste collection, re-use etc., the volume
of waste landfilled is going to decrease with
disposal rate increasing. Industrial symbiosis is
economically reasonable solution in such situation
- so called contradiction-sustaining mechanism.
The developed model will allow inter-municipal
waste management company to increase
effective management of the resources that are
being developed during its daily operations as
well as to move towards circular economy and
have an impact on waste minimization. Different
types of the resources have different life-cycle.
For example, electricity and heat generation from
methane has approximate active lifespan of 30
years and further 10-15 years will be generating
minimum level of resources. This means that
landfill management company has to take into
account the status quo of the landfill and
evaluate strategies for long-term, mid-term and
short-term development. On the other hand this
decrease of the resources may be compensated
by generation of wind power station on the re-
cultivated part of the landfill, which will be high
enough and without high trees, to ensure
efficient operation of the generator. All these
current resources, their life-cycle and substitution
possibilities have to be taken into account when
choosing optimal industries/modules.

Landfill management companies have also to
consider variable

possibility  of structure,
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depending on seasonal market requirements. The
research has led to the development of four
landfill

management companies to evaluate resources

balance functions that will allow

that can be used for industrial symbiosis and,
depending on their volume, will be able to
construct a decision making tree for optimal
development strategy. The authors have come
out with following equation, offering resource,

electrical, thermal and technical water balance:

Qm'.:+ in + Qs! =R

K T
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Where: Q - waste,; rw - return waste; fi — for
industries; sl - second level, R - resources; E -
electricity balance; T - thermal balance; W -
technical water balance; i — type of resource; j -
industry.

The developed balance functions allow
assessment of current status quo of the landfill.
Figure 4 depicts possible industrial symbiosis
model, offering cooperation between the
modules. Basing on this model, the landfill
management company is able to choose best
suitable modules, which then can be constructed
by it or a cooperation model with the desired
industry can be offered. Further on, developing
the industrial symbiosis, other industries can join
the symbiosis, not necessarily interacting directly

with landfill, but sharing resources with other
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Fig. 4. Industrial symbiosis model

Source: developed by authors

Conclusions, proposals,
recommendations

1) System management in waste management
field in Latvia differs across regions and no
unified approach has been developed.

2) Assessment and management of the waste/
resources being generated on a landfill, i.e.
launching Industrial symbiosis could be a
solution especially for landfill management

companies engaged only in landfilling.

3) Industrial symbiosis model has a direct impact
on effective resource management and
increase of cooperation links within the
industries, thus decreasing consumption of
primary resources and minimizing waste
generation volumes.

4) Wide ranges of options exist for a landfill to
take part in circular economy, developing an
industrial symbiosis area. Such development
will not only impact resource saving but also

have a beneficial impact on the inhabitants,

! Corresponding author. Tel.: +371 26789563; E-mail address: natalija.cudecka@inbox.lv 37



Proceedings of the 2017 International Conference "ECONOMIC SCIENCE FOR RURAL DEVELOPMENT” No 45
Jelgava, LLU ESAF, 27-28 April 2017, pp. 30-39
keeping stable or avoiding rapid increase of waste collection services.

disposal fee and the cost for inhabitant for
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ECONOMIZATION OF TOURISM: RESEARCH DISCOURSE
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Policy and Tourism

Abstract. The aim of the paper was to present a research discourse of theoretical literature studies on problems

related with economization of tourism industry. Authors’ considerations focus on the discussion of multidisciplinary and

interdisciplinary research on tourism. A critical analysis of the contribution of both of these approaches in the

development of theoretical bases of tourism as a science was made. The authors of the paper have revealed the

importance of the economics of tourism and special attention was drawn on facts that tourism has become one of the

most important sectors of the global economy. The new paradigms of economization of tourism arise owing to the

economic impact of services on the development of global economy, which determines the need for revision of the

former tourism basic postulates and research focuses.

Key words: tourism, economy, sustainable development.
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Introduction, the genesis of the
problem

Troisi, who published Teoria economica del
turismo e della rendita turistica (The Economic
Theory of Tourism and Tourism Rent) (Lazarek,
2002) in 1955, can be considered the author of
the basics of tourism economics. As a scientific
discipline, in the opinion of numerous researchers
(Dwyer, Dwyer 2010; Stabler,
Papatheodorou, Sinclair 2010; Tribe 2011; Tribe,
Xiao 2011), in the 21st century, the economics of

Forsyth,

tourism became an interdisciplinary subject,
including the theoretical bases and knowledge of
tourism. The development of this discipline was
determined both by the need for scientific
research, didactics, and economic practice in
tourism itself, as well as the strong connections
between the tourism sector and nearly every
other sector of the economy (Panasiuk, 2006).
Due to a large variety, it is questioned
whether the agricultural resource conditions in
particular EU regions constitute a determinant of
the share of subsidies for public goods in the
total amount of subsidies in the EU. It was
decided to study this phenomenon through a
paper with the following hypothesis: the resource
conditions in the EU constitute a quality predictor
for the share of subsidies for public goods in the
total amount of subsidies from the Common

Agricultural Pnlicy.

According to The World Tourism Organisation,
Tourism is considered a multidimensional
phenomenon and in this sense, its scope covers
both various areas and various disciplines of
sciences. Former studies of this issue performed
by representatives of different areas of science
representing various research centres such as W.
Kurek, W. Alejziak, W. Alejziak, G. Golembski, L.
Butowsk, J. Cooper, E. Elgar, Cheltenham, C.R.
Goeldner, J.R. Brent, N.J., Hoboken, C. Cooper, J.
Fletcher, A. Fyall, D.Gilbert, S. Wanhill indicate
the huge variety of research issues and findings
related to this research area’.

Tourism became a subject of interest for
economists towards the end of the 19th century
and before the World War I (Lazarek , 2001).
This is reflected by the arrangements made
during the first international study conference on
the state and economic life, organised under the
aegis of the League of Nations in Milan in 1923.
In spite of the fact that various research
approaches can be used for the research of
economic phenomena (theoretical, which
dominates in so-called academic economics,
institutional, historical or historical-institutional,
and geographic or geographical-natural), the
authors of this publication focused on the
economic aspects of tourism. These can be

perceived in many ways, given the role that
|

L
! Research on tourism is carried out primarily by the Central Statistical
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tourism plays in the economy, both in individual
regions and countries and globally. It should be
emphasised that the concepts for the
development of tourism are not autonomous.
They find their theoretical basis in universal
concepts of socioeconomic growth and
development (this concerns in particular the
regional and local level), based on the paradigms
of modernisation, dependence, neoliberalism, and
alternative development (Kozak, 2008), which is
the subject of this considerations.

The aim of the authors’ study was to present
an overview of the importance of the economics
of tourism and its research discourse.

The specific research tasks to reach the aim
were:

1) to describe tourism as an interdisciplinary
subject;
2) to reveal tourism in the economics theories.

The research is based on literature studies,

the method of analysis as well as synthesis were

used in the current study.

Research results and discussion
The place of tourism in the economic
theories

The diversification of the contemporary global
economy makes it impossible to point to a single
economic theory which would constitute an
exhaustive paradigm of economics. Various
research approaches have to be used to examine
economic phenomena (Bartkowiak, 2010). The
concepts of development of the tourism economy
are usually not autonomous, but find their
theoretical basis in universal concepts of
development (Nawrocka 2010). As observed by
Kozak (Kozak, 2008), four main contemporary
theoretical trends can be distinguished in
sciences:

development modernisation,

dependence, alternative development, and
neoliberal development.

The paradigm of modernisation includes
Rostow’s stages of economic growth model,
Toffler's three waves concept, and Smelser’s

convergence theory and structural differentiation
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theory. The theory concerning modernisation
refers to switching from a non-modernised
society to modern society. Tourism as a sub-
discipline occupies an important place in
socioeconomic transformations. The economic
content of the phenomenon of tourism manifests
itself in economic activity aimed at preparing a
region of tourist traffic reception to receive
tourists, and in the creation of sources of income
in the service sphere. The open nature of a
tourist region is connected with transforming
expenditure into goods and services in order to
achieve the final results. The system s
characterised by the repeatability of the cycle of
transforming expenditure into results of activity
through feedback. In a tourist region, individual
stakeholders use the resources at their disposal
in order to provide tourists with various goods
and services as part of the activities they are
engaged in. Tourists are therefore recipients of
the system, and their satisfaction with the offer
allows them to achieve individual goals. Tourism
leads to the creation of new service fields and the
manufacturing of new products, and so it
stimulates economic activity. It changes the size
and structure of the population’s expenses,
brings the transfer of people and the transfer of
means of payment, which takes place not in the
place where they work and earn a living, but in
the place where the tourists stay. Thanks to
economic processes, it is possible to meet the
tourists’ needs, so that they are satisfied with
their stay. The results of the transformation of
expenditure into effects may be of economic or
non-economic nature (Nir, 1990). Moreover, the
effects of changes in the system may be both
positive and negative. It needs to be
remembered that the development of tourism
also involves: environmental pollution, exceeding
tourist capacity, social pathologies, etc.

The particularly important theories in shaping
the concept of the development of tourism
include the location theories, deriving from work
undertaken in the 19th century by Thunen and
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introducing the concept of location rent
(Domanski, 2002) and the central place theory
(Christaller, 1993). Domanski (1989) described
the spatial arrangement of interactions in
territorial socioeconomic systems, defining it as a
physical field, and describing it with the use of
the negative distance function. Spatial barriers
affect the deviations of the actual network from
the regular, optimal or most probable network.
Christaller (1993) emphasised the hierarchical
nature of the settlement network, in which a
small number of the largest centres provide
services (perform a function) of the largest
spatial range, whereby they are dominating
centres, controlling the flow streams in the

III

direction of “non-central” areas. Christaller was
one of the first researchers to transfer economic
concepts to the sphere of tourism research,
concluding that the following elements: tourist
places, type of visitors, tourists’ experiences and
the tourism product, impact on the place, and the
involvement of the local population changes over
time (Kozak, 2008). According to Christaller
(1963), areas suitable for leisure tourism are
usually created in peripheral regions and form
the core of the tourist space.

Concepts drawing on the already classical
growth pole theory of Perroux make up a broad
group of development concepts (Kozak, 2008).
The significance of the development of tourism
for the global economy makes it possible to
consider it as a growth pole within the meaning
of the above-mentioned theory. On a global
scale, it is characterised by considerable size
(both in terms of the number of tourists and the
income from tourism), it achieves rapid, above-
average growth, it is characterised by strongly
developed links with other types of economic
activity, and has a clearly distinctive position in
the market.

Modernisation, structuralism, and
neoliberalism promote the development of
tourism, treating it solely as a field of the

economy, a source of income, and an important
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component of consumption. The first
dysfunctions of the development of tourism
resulting from basing the country’s economic
growth solely on tourism were observed already
at the end of the 1960s and the beginning of the
1970s. The impact of tourism on spatial order
may be an effect of development, or lead to the
degradation of the spatial environment. There is
a risk of negative externalities occurring,
concerning both the natural and the

socioeconomic environment (Kachniewska,
2011). These phenomena also affected the
orientation of research towards the theory of
sustainable development. The source literature
does not offer exhaustive answers to questions
concerning the possibility of stimulating the
desired sustainable development through
tourism. On the one hand, this field of social
activity is turning into an isolated field, while on
the other, attempts are being made to integrate
an approach in which development concerns all
the activities taking place in a given territory, and
tourism - if the determinants of its development
are diagnosed properly - can constitute one of
those determinants (functions) of  the

development processes. However, practical
application of the principle of sustainable
development in  tourism presents many
challenges (Zegar, 2002, Czyzewski, Czyzewski
2013), for which there are two reasons. Firstly,
the reception areas differ from each other in
terms of the characteristics of the environment
and the degree of development of tourism
phenomena. Secondly, the nature of tourism’s
impact in tourist regions is usually complex and
overlaps with internal social and economic issues
which are difficult to eliminate in the short term.
A clearly defined way of implementing these
principles and the criteria for measuring its

effects is also lacking.

Market determinants of tourism
development
As an independent science involving economic

processes in the area of production, distribution,
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exchange, and consumption of the means of
satisfying human needs, economics deals with
people’s economic activity. It specifies the
possibilities of using resources at their disposal,
which are nearly always limited, by individuals
and societies. And so it also deals with the issue
of the tourist resources necessary for the
development of tourism.

As a sphere of consumption and production of
goods and services, tourism develops within
certain structures of the international economy,
which means it is possible to examine it from the
mega-economic perspective as an element of
global management processes. It has become a
powerful tool of globalisation processes, which
results both from the reasons for the occurrence
of this phenomenon and its effects (Nawrocka,
Oparka, 2007). From the macroeconomic point of
view, the position of tourism is connected with
the contribution of the tourism sector to GDP and
with the rate of employment in the tourism
sector. Thus, the position of tourism as a field in
the entire national economy of a given country is
highlighted, at the same time taking into
consideration the uniform rules of functioning in
the market in the European Union (Panasiuk,
2006).

There is, however, a need to examine the
individual fields of the economic process
theoretically and in the form of a review - from
the meso-economic perspective (Lazarek, 2001).
This is done, from the sectoral point of view, by
branches of detailed economics, within which
functional economics, including the economics of
tourism, can be distinguished.

Hence the economics of tourism is an
interdisciplinary science on account of the
complexity of tourism as a socioeconomic
phenomenon. It deals with tourism-related
needs, goods and services, and the tourism
product. It studies the regularity of price changes
in the tourism market, demand, supply, and
tourism rent, as well as the share of tourism in

the economy and the links and relationships with
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the generation and distribution of gross domestic
product (Lazarek, 2002). The economics of
tourism acts as a kind of catalyst, combining
theory with practice and practice with theory. It
makes it possible to make assessments, but also
forecasts processes occurring in the tourism
economy (local, regional, national or
international). The close links between the
economics of tourism and other functional
economics (subeconomics) cause their detailed
development (the microeconomic level). This
division can be related to individual elements of
the tourism market. And so we distinguish
between: the economics of the hotel industry,
the catering industry or tourism and hospitality
management. Individual functional economics
correspond to tourism submarkets. Analysing the
processes taking place in these markets, one
may formulate certain regularities and
generalisations relevant to each area of research.
Studies in tourism economics focus primarily on
the position of tourism in the national economy,
issues connected with the tourism economy, the
tourism market, the tourism policy, regional
aspects of tourism development, and
international tourism.

Tourism may be one of the aims of economic
activity and one of the means of boosting an
economy. As a sector of the national economy -
in spite of the spatial diversification of activity -
it is linked to almost all of its branches, it
supports, even stimulates a country’s economic
growth. It is also a sector of the economy
characterised by high labour intensity. Apart from
its direct impact on the economy, it is the indirect
effects resulting from activating branches not
directly connected with tourism that are
important, and this part of the share of GDP and
employment which would not exist if it were not
for the link between these branches and tourism.
Thus, for many regions, the tourism economy is
becoming an important factor of development,
and its share in Poland has remained at quite a

sustainable level of 5-6 % of GDP for many years
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now. The developing tourism industry! in Europe
directly generates more than 5 % of Europe’s
GDP. About 1.8 million companies in this sector
employ nearly 9.7 million people, which
constitutes almost 5.2 % of the total humber of
people employed in all of the European countries.
The countries with the largest share of income
from tourism in GDP are primarily island
countries and islands which are dependent
territories. Their economies are described as
tourism-oriented monofunctional economies, i.e.
strictly economically dependent on foreign tourist
traffic.

In accordance with the principles of classical
economics, the basic and most effective
mechanism regulating the functioning of the
economy is the market. In the case of the
tourism market, determining its scope s
connected with the adopted definition of the
phenomenon of tourism. In subjective terms, the
tourism market is made up of: tourism demand,
tourism supply, price, and the terms of sale of
tourism offers.

The entities creating demand reveal their
tourism-related needs. The need to satisfy these
needs triggers processes adapting the activity of
entities in the sphere of supply of tourism-related
goods and services to the tourists’ expectations.
The diversity of goods and services purchased in
connection with travel, the nature of tourism
consumption, affects the need to define tourism
demand separately (Dziedzic, Skalska, 2012).
According to Hunziker and Krapf (1942), tourism
demand is the tourists’ readiness to purchase
specific numbers of tourism-related goods for a
specific amount of money. The regularities
concerning tourism demand examined in the

economic categories will be of a different nature

! A discussion on the interpretation and scope of the tourism economy
and tourism industry has been present in the Polish literature on the
economic issues of tourism for many years now. With reference to the
tourism economy, Gaworecki’s definition (2003, p. 161) is usually cited.
According to him, the tourism economy is a set of various economic and
social functions developed directly or indirectly in order to satisfy people’s
growing demand for tourism-related goods and services. Bosiacki
(Bosiacki 1994) uses both terms interchangeably, treating them as
synonyms. Alejziak (Alejziak 1999) uses the term “tourism industry”. Both
terms are collective terms, which include both the tangible goods
production sectors and the sphere of services.
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than the demand for tangible goods. This results
primarily from the fact that the subject of
consumption, i.e. the tourism product, consists of
devices and services, and its structure is
determined by factors which are not measurable
(subjective assessment of the product by the
consumer). The complexity of the tourism
product points to its unique nature (Wiatrak,
1998), i.e. intangibility, impermanence, and
uniqueness, among others. The consumption of
the tourism product cannot be delayed in time.
Here, just like in the case of other services,
production and consumption occur
simultaneously. Wanting to stay on the market,
travel agencies offer a wide array of products,
constantly monitor customers’ expectations and
measure the level of their satisfaction. The battle
for customers with the use of prices turns out to
be unprofitable in the long term (Balinska, 2009).
This draws attention to the need for coordination
and cooperation, i.e. management of all the
activities in the place of tourist reception in order
to achieve the desired quality of the product
offered (Rapacz, 2003). It is important to
introduce innovative solutions by creating
original, unique tourism products from scratch,
as well as a professional marketing environment
for the natural and cultural qualities of a given
area (Krzyzanowska, 2014). This is why the
megafactors shaping tourism demand are
people’s needs on the one hand, and on the
other, the possibilities of satisfying them,
expressed both through consumer purchasing
power and the development of supply. The
mutual dependence of demand and supply as
variables which determine each other is worth
noting here. Needs constitute the driving force
behind the development of supply, the aim of
which is their satisfaction. On the other hand, the
size of demand is also a derivative of the size and
structure of supply, because without its
existence, demand would not be stimulated. A
gap in demand (unmet demand) appears, which
constitutes the difference between the effective
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demand and potential demand (Dziedzic, Skalska
2012). The distinctive characteristics of demand,
substitutability,
heterogeneity, and mobility, among others, point

i.e. complementarity,

to its diversification. The occurrence of demand
for various products on the market which are
mutually complementary and/or substitutable,
determined by their prices can therefore be
perceived. This phenomenon hinders (often
prevents) analysis of the factors affecting the size
of demand due to the fact that the purchase of
individual partial services can be subject to the
impact of other factors, sometimes contradictory,
characterised by opposing effects (e.g. a
decrease in the prices of hotel services with a
simultaneous increase in the costs of transport)
(Sinclair, Stabler 1998). Combining individual
products into packages and examining the factors
of their impact becomes problematic. In an
economic analysis, the assessment of the
response of demand to individual elements of
tourism packages, changes in economic factors
(e.g. price and/or income) in particular, becomes
debatable.

In market conditions, balance is established
between demand and supply, identified by the
intensity of tourist traffic. This aspect also usually
constitutes the basic scope of activity of the
tourism policy, i.e. the state’s impact on inbound
tourism. The need to implement tourism policies
- both on the level of individual countries and
regions, and on an international scale - results
from the fact that the development of tourism
carries with it many consequences, both positive
(Alejziak,  2003).

responsible for these policies may use a number

and negative Entities
of tools of an economic, legal, and organisational
and administrative nature. They usually affect
both tourism demand and supply (through
mutual stimulation), hence the difficulty in
separating one from the other (Wodejko, 1998).
Tourism policy is quite a complicated process of
controlling development, in which the

coordination of the activity of various institutions
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active in different sectors of the economy is
particularly important. The function of the
coordinator of all the sectors affecting the
development of tourism is performed by the
state, which - as part of the policy it implements
- has to take into account not only the multiple
functions of tourism and the interests of various
entities of the tourism market, but also the fact
that it is currently an important element of
(Alejziak, 2000).

Irrespective of the effects of the economisation of

international relations
tourism, a remark on the influence of the
theories and schools existing outside the so-
called economics of the main trend in studies on
tourism and the fundamental directions of these
studies, becomes essential.

Conclusions

1) Today, tourism has become a powerful tool of
the globalization process, both in terms of
causes and effects of this process.

2) The basic premise of the economization of
tourism is that it is a catalyst combining
theory with practice and practice theory.

3) The specificity of tourism consumption
requires a separate definition of tourism
demand and supply of tourism products,
which determines, through price elasticity of
tourist services.

4) Tourism policy must take into account the
state of the current market imbalances
resulting due to tourists’ caused specific
needs, which reflect on the demand and
supply-side.

5) Indispensable impact on the economization of
tourism is caused by the development of
theories and schools taking into account the
economic impact of services on the
development of the economy.

6) The new paradigms of economization of
tourism arise owing to the economic impact of
services on the development of global
economy, which determines the need for
revision of the former tourism basic postulates

and research focuses.
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CROSS-BORDER CONTACTS AND COOPERATION BETWEEN POPULATION OF LATVIA,
ESTONIA AND RUSSIA: A CASE OF ALUKSNE REGION

Santa Daume!, Mg.sc.soc; Aija Zobena?, Dr.sc.soc., professor
L2 University of Latvia
Abstract. The main focus of this paper is on cross-border contacts and cooperation within Latvia - Estonia — Russia
border area from the perspective of population of Aluksne region in Latvia. Aim of this research paper is to make
conclusions about local populations’ of Aluksne region closeness of contacts with cross-border population. It is
achieved by analysing inhabitants’ cross-border mobility and processes related to that. To make empirical results,
survey with 200 inhabitants of Aluksne region was conducted in December 2016. Main findings point out the role of
mobility and cross-border contacts in forming social reality of an individual, describe differences between frequency
and reasons of border crossing of Estonia and Russia, as well as confirm the role of place of residence in the border

area as an important factor for border crossing.

Key words: cross-border contacts, cross-border cooperation, cross-border mobility, Latvia-Estonia-Russia border

area, Aluksne region.
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Introduction

A variety of sociological theories and
territories development approachesinclude
intheiranalysis such theoretical and practical
social concepts, associal networks, social
interaction, experience exchange, social learning,
social capital and other related to maintaining
contacts and forming cooperationatindividual,
groups or institutional level. This leads to think
that social contacts is one of the key concepts,
which can promote explanation of more complex
social processes, including the ones related to
cross-border mobility and cooperation.

Because of open borders policy of the
European Union (EU) and other global processes,
a lot of authors analyse labour mobility (Williams
A. M., Balaz V., & Wallace C., 2004; Andrijasevic
R., Sacchetto D., 2016; Hardy J., Calveley M., &
Kubisa J., 2015; Hardy J., 2015; Oettl A.,
Agrawal A, 2008), which is related to several
economic factors - employment, salary,
appropriate work position etc. However, mobility
is a complex process with a lot of possible
dimensions and forms of expression (Williams A.
M., 2009). Border crossing can be related to a
variety of reasons if living in a border area - to
entertainment, cognitive (for example,
sightseeing, exploring new cultures etc.) or
functional (for example, shopping, receiving

services, employment, education etc.) reasons.

The aim of this research paper is to make
conclusions about local populations’ of Aluksne
region closeness of contacts with cross-border
population. It will be achieved by analysing
inhabitants’ cross-border mobility and processes
related to that.

Population of Aluksne region in Latvia, which
directly borders with both - Estonia (the EU
internal border) and Russia (the EU external
border) was chosen as a case for this study.
Accordingly, the following hypotheses were
raised.

e H1: Population of Aluksne region has more
frequent contacts and cooperation with
Estonia and its population than with Russia
and its population.

e H2: Population of Aluksne region has more
frequent superficial contacts than intentional
cooperation with population of Estonia.

e H3: Population of Aluksne region has more
frequent superficial contacts than intentional
cooperation with population of Russia.

Two types of social contacts can be found
when talking about cross-border mobility - first,
contacts which are being formed because of
mobility or during it as a result; second, contacts
which are pre-existing and may lead to decide in
favour of mobility. Within frame of this research
paper, we define social contacts and cooperation
based on theircloseness: (a) superficial contacts

without personal, close communication (randomly
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met individuals in public places, because of
visiting other country etc.) and (b) intentional
contacts with purposeful cooperation and with
maintaining social ties (cooperation projects,
fellowship, friendship, kinship etc.).

Research results and discussion
1) The Case Study

In this article we analyse cross-border
mobility, existence of cross-border social contacts
and cooperation of population of Aluksne region
in Latvia. The region borders directlywith Estonia
(the EU internal border) and with Russia (the EU
external border) (Fig. 1), it has an area of 1698

km?.

Based on the data of Central Statistical
Bureau of Latvia, population of 15381 was
registered in Aluksne region in 2016. Population
of the region has decreased for more than seven
thousand peoplefrom 1990, and population is still
decreasing for 300 to 500 hundred people each
year starting from 2010 (Central Statistical
Bureau of Latvia, 2016). The region is located in
a peripheral territory of the country around 200
km from the capital city of Latvia. These
characteristics make Aluksne region as one of the
typical cases of rural regions of Latvia nowadays.
Within context of regional development, this
context encourages to reconsider and analyse
resources and options of potential development
of the region. Mobility of population can be
considered as one of forms of cooperation,
thereby it cannot be ignored when looking for

potential options of development of the region.
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Source: author’s created image.
Fig. 1. Studied area
To make conclusions about closeness of cross-

border contacts and frequency of cooperation, a
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survey with population of Aluksne region was
conducted in December 2016. In total, 200 fully
completed questionnaires were obtained using
online and F2F interviewing. The sample is not
representative, however, all age groups are
represented starting from 15 years old - 31 % of
respondents aged 15 to 34, 38 % - aged 35 to
54, 31 % - 55 years old or older. The sample
consists of 81 % female and 19 % male, 93 %
are of the Latvian nationality, 7 % - other
(mostly Russian) nationalities. In the sample, the
whole territory of Aluksne region, including
Aluksne city (53 %) and all 15 parishes forming

the region, is represented.

2) Cross-border Mobility, Contacts and
Cooperation

Over the past decade, mobility studies in
social sciences have shaped a new paradigm
because of an interdisciplinary approach. The
new field of studies includesresearch on
geographical mobility of humans, non-humans
and objects, flows of exchange of information
and capital, infrastructure and other physical
means for travelling and communication. The
new interdisciplinary approach combines deeply
sociological concepts and field of interest with
concerns of research of geographers,
anthropologists and communication scientists
(Sheller M., 2014).

When analysing cross-border mobility, it is
possible to discuss population flows across the
border as a physical movement to another
country, yetformation and existence of social
ties, which can be both the cause as well as
consequences of cross-border mobility, cannot be
ignored. International mobility not only helps
improve financial situation of the individual and
makes profit, but it also has an important role in
transferring knowledge and skills. This process
can include complex routes, regular or circular
migration as well as short-term migration (King
R., 2002).

International mobility of inhabitants differs

from other “factor mobilities” mainly because of
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itssocially and culturally constructed nature
(Williams A. M., 2009). One of the ideas of social
constructivism expresses a statement that social
environment has an important role in creating
knowledge because an individual creates his or
her knowledge within social and cultural context
(Berger T., Luckmann P., 1991; Talja S., Kimmo
T., & Reijo S., 2005; Sporane B., 2010). Within
this context, cross-border mobility helps to form
unique social reality, which is influenced by social
environment and culture of another country
across the border.

Cultural and social changes of nowadays
Europe prove that mobility has an important role
in everyday life of Europeans (Guereno-Omil B.,
Hannam K. & Alzua-Sorzabal A., 2014). Together
with open border policy in the EU inhabitants’
mobility has been promoted. Its aim is to
transform borders of national states “from
barriers into places of communication” (Prokkola
E. K., 2007). However, professor of politics and
international relations Chris Rumford points out
that influence of borders on inhabitants of Europe
is not clear (Rumford C., 2006).

To examine hypotheses of the research paper,
we analyse both types of social contacts -
superficial as well as intentional contacts and
cooperation with inhabitants of Estonia and
Russia. In addition, we analyse the most frequent
destinations of inhabitants, when visiting Estonia
and Russia, to examine cross-border migration

flows of inhabitants.

3) Findings of Empirical Research in
Aluksne Region

Survey data show that respondents visit
Estonia significantly more frequently than
Russia- 72 % of all respondents have not visited
Russia at all during the last three years, while
only 9 % havenot visited Estonia during the same
time (Fig. 2). If talking about regularity of visiting
cross-border countries - respondents with more
frequent regularity visit Estonia than Russia -
almost one third (28 %) of respondents, who

have visited Estonia at least once a year within
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last three years, have done it more often than
once in 6 months (at least twice in 6 months).
For comparison - only 11 % of respondents, who
have visited Russia at least once a year within
last three years, have visited Russia more often
than once in 6 months. One of the main reasons
of such differences is related to different EU
internal and external borders policy, when
inhabitants can freely cross Estonia’s border, but
special permission or visa is required to cross
Russia’s border. Our research leads to think that
theEUinternal border between Latvia and Estonia
promotes international mobility between both

countries.

HMore frequently than every & 7- 11

months 28
Every 6 months or less frequently . 15 s
Haven't visited _ 72
| mRussia
Hard totellf a1 2 e,

=300, ingle ar swer qresticn.
Source: author’s calculations based on data of survey of
inhabitants of Aluksne region.

Fig. 2. On average, how often have you
visited Estonia / Russia within the last
three years?

The main reasons to visit Estonia and Russia
differ. Respondents visit Estonia to mostly attend
leisure and entertainment places (64 %), while
they visit Russia to mostly do shopping (63 %)
(Fig. 3). Thereby, border crossing is also related
to economic benefits - purchasing cheaper things
closer to home. Most frequently inhabitants of
Aluksne region purchase cheaper gas, alcohol,
cigarettes and a variety of groceries in Estonia or
Russia (Daume S., 2014).

It is important to note that for one third
(33 %) of respondents, who visit Russia at least
once a year, one of the main reasons to do that
is because of visiting relatives or friends (Fig. 3).
One of explanations of that can be found in more
subtle breakdown by parishes of Aluksne region -
majority of respondents, who visit Russia to meet
relatives or friends, live in Pededze parish - it
has a direct border with Russia and ~80 % of its
population are Russians by ethnicity. Exactly

population of this parish has the most frequent
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social ties with inhabitants of Russia both in

terms of personal communication as well as with

cross-border  cooperation related projects
(Daume S., 2014).
Visiting leisure and entertainment places 64

Visiting culture-historical objects, nature
and city sightseeing

59

Shopping 63

Attending culture and sport events

individually, with friends or family

Visiting within cross-border cooperation
projects

17

11% Estonia, N=152
mRussia, N=33

Visiting friends, relatives 33

Other
% calculated from different groups. Mul tiple choice question
Source: author’s calculations based on data of survey of
inhabitants of Aluksne region.

Fig. 3. What are your most frequent reasons
for visiting Estonia / Russia?

The most frequent destination of respondents
in Estonia is the centre of neighbour Voru county
- Voru City (47 %), which is located ~65 km
from Aluksne city, the centre of Aluksne region.
Voru city is the nearest Estonian city to Aluksne
region. The second most frequently visited
Estonian city is Tartu (34 %) -the second biggest
city of Estonia, which is located ~140 km from
Aluksne city. While the most frequent destination
of respondents in Russia is Pskov city (33 %) -
the centre of Pskov oblast located ~103 km from
Aluksne city. In second place - Petchory city
(21 %), which is located ~71 km from Aluksne
city. It is important to note that regardlessof
thecountry, most frequently respondents visit the
nearest local or national cities — which leads to
an assumption that a distance from the border
has an impact on choice of visiting border

countries.

Parish in Hard totell /
Estonia M

4
Other city in 4

Estonia \
6

Valga City
5

Hard to tell

Parish In
Russia
12
Tallinn City

1 Othercity in
Russia
18

Petchory City
21
Moscow City _/
3

N=152. 5ingl2 answer question, M=33. Sirgle ar swer gestion

Source: author’s calculations based on data of survey of
inhabitants of Aluksne region.

Fig. 4. Which city / parish of Estonia /
Russia do you visit most often?
Most part of respondents, who had visited

both Estonia and/or Russia at least once a year
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within last three years, answered negatively to
the question: ,In your opinion, would you visit
Estonia / Russia with the same frequency if your
place of residence was not in its border area?”
Accordingly, definitely or rather they’d visit a
neighbour country less often (Fig.5). Greater
distance, longer time spent for driving and
increase of means necessary in both cases were
mentioned as main reasons for less often visits.
Based on this data, we can confirm that the place
of residence in border area influences the

regularity of visiting neighbour countries.

Less frequently 52 71
With the same frequency 9:)1
HMore frequentl 3
a YRz Estonia. N=152
mRussia, N=33
Hard to tell / HA -4

% calculated From diffe-cnt groups. Single arswzr queston
Source: author’s calculations based on data of survey of
inhabitants of Aluksne region.

Fig. 5. In your opinion, would you visit
Estonia / Russia with the same frequency if
your place of residence was not in its
border area?

Majority of respondents have not been
involved in cooperation or intentional contacts
with inhabitants of Estonia (55 %), nor with
inhabitants of Russia (68 %) (Fig. 6).

Yes, I have been involved
in cross-border cooperation
projects
Yas, I have been involved
in commen culture, sport

or entertainment events With population

Yas, I have been involved ?J_:Elfton\al i
in other type of contacts mIth population
of Russia
Mo, I haven't had
cooperation 58

Hard to tell / NA

MN=200. Vltiple choice quest on
Source: author’s calculations based on data of survey of
inhabitants of Aluksne region.

Fig. 6. Have you been involved in
any type of contacts with
inhabitants of Estonia / Russia within
the last three years?

If comparing results between visiting Estonia
or Russia and cooperation with inhabitants of
Estonia or Russia, authors conclude that
respondents significantly more frequently have
visited Estonia than they have had cooperation

with inhabitants of Estonia. While regarding
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Russia - frequency of visiting and cooperation is
similar (26 % have visited Russia and 24 % have
had cooperation). Even more interesting is the
fact that respondents, who have had cooperation
with inhabitants of Russia, have had it with more
frequent regularity than those, who have had
cooperation with inhabitants of Estonia (Fig. 7).
Here also one of explanations could be different

reasons of visiting each country.

%

Mzra frequently than [N ::
avery 6 months 20

every 6 manths or lzss [ NN -:
frequently 80

mWith population =f Russia, N=49

| 2
Hard to tell / HA with population of Estenia, N=90

% calcu atac frormdiffarent qmu—pz‘ 5 ngle answe-question,
Source: author’s calculations based on data of survey of
inhabitants of Aluksne region.

Fig. 7. On average, how often have
you cooperated with inhabitants of
Estonia/ Russia within the last
three years?

Significantly more frequently respondents
have been involved in common culture, sport or
entertainment events with inhabitants of Estonia
(28 %) than with inhabitants of Russia (8 %). A
negligible proportion of respondents have been
involved in cross-border cooperation projects -
13 % of all respondents have been involved in
with
inhabitants of Estonia, 8 % - with inhabitants of

cross-border cooperation projects

Russia (Fig. 6). Regardingother type of contacts,

most frequently respondents mentioned

communication and meetings with relatives and

friends or on business purposes. Survey data did

not reveal cooperation regarding receiving
services (for example, medical services or
education).

Conclusions

1) The role of cross-border contacts in forming

social reality of the individual can be

determined based on theoretical ideas of
social constructivism and mobility. It can take
a form ofdirect impact on the individuals’ life
(for example, easing everyday life, improving

financial situation, doing shopping etc.) or

Corresponding author. Tel.: + 371 26633506E-mail address: santa.daume@gmail.com

2)

3)

4)
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ofindirect impact (for example, forming view
of life through gaining knowledge and

experience about another culture etc.).
Empirically deeper analysis would be required
to identify specific fields of life, how and
where this impact takes place in everyday life.
However, analysis of cross-border mobility
and closeness of contacts allows us to make
primary assumptions and conclusions about
the studied area, cross-border flows, reasons
and regularity. This can be considered as a
pre-condition or basis of cross-border
mobility’s influence on forming social reality of
the individual.
More frequently respondents have visited
Estonia than Russia, as well as they have
done it with more frequent regularity during
the last three years. In general, they have
also had more frequent cooperation with
inhabitants of Estonia (cross-border projects,
common culture, sport and other events or
other occasions) than with inhabitants of
Russia. We can conclude that the first
hypothesis — population of Aluksne region has
more frequent contacts and cooperation with
Estonia and its population than with Russia
and its population- has been proved.

Majority (91 %) of respondents have visited
Estonia at least once during the last three
years, while less than a half (45 %) of them
involved in

with

have been cooperation or

intentional contacts inhabitants  of
Estonia. We can conclude that the second
hypothesis — population of Aluksne region has
more frequent than

superficial contacts

intentional cooperation with population of
Estonia - has also been proved.

Regarding closeness of contacts and
cooperation with inhabitants of Russia - they
are rather rare. Both frequency of visiting and
frequency of cooperation are similar - only
27 % have visited Russia and only 28 % have
been involved in cooperation or intentional

contacts with population of Russia during the
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last three years. Based on the results of this
study, the third hypothesis - population of
Aluksne region has more frequent superficial
contacts than intentional cooperation with
population of Russia - has not been proved.
Nevertheless, authors conclude that a larger
sample size would be required to make more
persuasive conclusions.

Authors conclude that the place of residence
in the border area is an important factor to
visit cross-border countries. Mobility cannot
be analysed only as geographical movements,
but it is also important to be aware of its

social aspect - mobility forms and promotes

6) In the further work,
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authors recommend
analysing the nature of cross-border contacts
more in detail -

for example, spread of

personal contacts versus contacts of
organizations or groups and its correlation
with frequency of border crossing. As well as
empirical study of Voru county in Estonia and
Petchory region in Russia could be carried out
to obtain a comprehensive picture of cross-
border contacts and cooperation within Latvia-
Estonia-Russia border area, not only from
perspective of Latvia’s side of the border, but
also from perspective of the rest of two other

countries.

social and culture interaction, thereby either
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Abstract. SPA hotel development is an important recreational and accommodation service for which demand is
increasing. The article is the result of RTA scientific grant research "Assessment of hotel services development
opportunities in Rezekne city". Aim of the study was to investigate and assessment of the SPA hotel service
development opportunities in Rezekne. The paper examines the historical development of the SPA and the theoretical
aspects of SPA services. Special attention is devoted to development opportunities of SPA hotel in Rezekne. Research
examines results of the survey of Latgale inhabitants’ attitude to potential use of the services of SPA hotel. The

methods applied: scientific induction and deduction, graphic, synthesis and analysis, monographic, survey. According

theoretical research Rezekne necessary to organize the division of SPA-SPA hotel.

Keywords: SPA hotel, city development, tourism, SPA product development.
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Introduction

The SPA industry in Europe has a long
tradition, where people usually visited SPA hotels
in order to receive medical services.

Topicality of the subject is determined by the
fact that hotel owners and managers have
dawned it is possible to use the SPA industry
opportunities more thus creating additional
income. As a result, a number of SPA hotels and
resorts, focusing on SPA treatment, have
increased significantly. In 2012, the global
wellness tourism industry was worth 438.6 billion
U.S. dollars  (Global 2016).

European SPA traditions have to face fierce

market size...,

competition, because Asian companies constitute
a large competition in the SPA hotel and resort
market.

The study (VIAA study..., 2015) by the State
Education Development Agency confirms that the
demand for the SPA services is increasing, which
means that competition between the service
providers becomes tougher. The study mentions
that the SPA industry is largely focused on the
physical well-being improvement services,
including massage, SPA etc. relaxing and medical
treatment procedures. Many researchers, for
Yaman, R., Alias, Z., Ishak, N.

Alias, Z., Ishak, N., 2012),
Monteson, P., Singer, J. (Monteson, P., Singer, J.,

2002), Spilioti E.,

example,

(Yaman, R.,

Vargiami M.,  Letsiou S.

(Spilioti E., Vargiami M., Letsiou S. et al., 2016)
and others have studied classification, use and
motivation of the SPA services and a range of
offers in hotels and SPA centres.

Comparing data on the hotels and tourist
accommodation between the cities in Latvia, it
can be concluded that the smallest number of
tourism accommodation (3) was indicated in
Rezekne in the 1tquarter of 2016; a smaller
number of rooms was offered in Valmiera,
Jelgava and Jekabpils. Rezekne showed one of
the lowest indicators also in the terms of an
offered number of beds; less number of beds was
only in Jelgava and Jekabpils. (Viesnicas un citas
turistu mitnes...,, 2016). When defining the
problem, the authors believe that any
entrepreneur, providing services, is looking
forward to a service demand. This means that
customer's satisfaction with the particular service
is very important. The main aim and objective of
the entrepreneur is to satisfy the customers'
needs and desires. In order to be able to meet
those expectations, it needs to be found out what
is important to the customer. The task is always
faced with a big contradiction, because most
people want to receive the services of the
maximum high level and the maximum low price.
When characterizing the service, one of the most

critical aspects is the quality.
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A survey of Latgale region inhabitants was
carried out within the framework of the project to
find out their views on the potential use of SPA
services in the four-star hotel which is planned to
be built in Rezekne.

Hypothesis: Rezekne city needs a new SPA
hotel with a variety of the SPA services.

The methods applied: scientific induction and
deduction, graphic, synthesis and analysis,
monographic, survey.

The aim of the paper: to study and assess
the SPA hotel

opportunities in Rezekne city.

services’ development

The following tasks have been set to achieve
the aim:

1) to study theoretical aspects of SPA services;
2) to analyse necessity of SPA hotel services in

Rezekne city;

3) to draw conclusions and develop proposals.

Novelty of the study: market research on the
necessity of the SPA hotel services in Rezekne
has been carried out.

SPA means "Sanus per aquam" or "Health
through water" in Latin (Yaman, R., Alias, Z.,
Ishak, N., 2012).

The concept is known from the Ancient Roman
times, when hot springs and thermal baths were
used for curing illnesses. There is also another
explanation of SPA justifying that the term SPA
has originated from a small and ever famous
Belgian village named SPA, where a popular
water resort was located, and where Roman
soldiers had a rehabilitation treatment course
after fights. Apart of a general relaxation, the
waters of the village helped to recover quickly
and heal injuries

In today's world, this legend has gained
recognition from the moment when the term SPA
began to be used in the beauty industry. The
USA began actively to develop and offer a range
of beauty and recovery equipment, operating
with water elements (SPA pec noteikumiem,
2016).
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For a long time, the SPA concept included
resorts with maximum possibilities of treatment,
prevention, and rehabilitation via different
manipulations based on healing qualities of water
(marine and mineral water as well as thermal
springs). The most well-known SPAs were built at
the French and Italian coastlines. (Yaman, R.,
Alias, Z., Ishak, N., 2012)

The history of the SPA culture lies in Asia
where the cult of the unity and well-being of
body, spirit, and mind has been honoured for
centuries. Massages relax, herbal medicine cures,
water treatment soothe and cleanse as well as
the SPA philosophy helps to find the clarity of
spirit and mind. The SPA characterizes the
Oriental culture, is associated with nature, and
remains peaceful in its existence (Kas tas ir SPA,
2016).

Research and discussion

The International SPA Association has defined
the SPA as a place to indulge into well-being
through a variety of professional services that
encourage the renewal of mind, body, and spirit
(ISPA's Definition of Spa..., 2016).

The word SPA involves in itself a range of
businesses and services whose main purpose is
to improve the well-being of people using
different professional
(Thorsteinsdottir K., 2005).

Any set of treatment aimed at improvement of

services

the physical and mental state of a human could
be characterised as a SPA treatment. The good
SPAs have their own idea, philosophy, and an
individual concept for solving one and the same
task differently.

Hydrotherapy is often the main offer of SPA
and health resorts. Water is used both internally
(drinking and breathing) and externally
(swimming, therapeutic exercises in a pool)
(European Spas Association..., 2016).

The International SPA
(hereinafter - ISPA) has classified SPA in six

categories depending on the services offered and

Association
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locations. In accordance with ISPA classification,

SPA are divided (Primary members..., 2016): SPA

club - the SPA services are included in the total

package of fitness offer; Day SPA - "one-day"
lounge, without accommodation; Destination

SPA - a resort or a hotel that is mainly attended

due to the SPA procedures; Medical SPA; Mineral

SPA - centres situated nearby natural mineral

water springs; SPA hotel - a resort with a

separately established SPA centre.

Yaman, R., Alias, Z., Ishak, N (Yaman, R.,
Alias, Z., Ishak, N., 2012) offer to separate one
more type - a holistic SPA - a centre offering
alternative medicine services. Parnyakov V. in
the article Innovation and design of cruise ship
(Parnyakov, V., 2014) discusses the term Cruise
SPA.

The Common European SPA classification
system can be reduced in the following three
basic groups (SPA pec noteikumiem, 2016).

1) DAYSPA (one-day SPA) - it includes all the
necessary treatments and salons that can be
visited at any time convenient for the
customer. It is usually located in urban areas.

2) MEDISPA - a SPA centre with professional
medical focus; it includes clinics and
rehabilitation centres.

3) SPA-hotel - it is mostly located in the resort
cities. It offers everything a person needs to
spend some time there and undergo a certain
course of treatment. Those are 4-star (at
least) hotels with a SPA complex.

All other options are a combination of the
three above mentioned. All three often can be
found in one place (SPA pec noteikumiem, 2016).

NACE 2" ed. (Code 96.04.) has stipulated
that the sector of

physical  well-being

improvement services now includes such
activities as various SPA massages, namely,
healing with water treatment, and other relaxing
treatment, body classical cosmetic massage, bath
treatment, and other types that are specific to

operations of, for example, the hotels' SPA and
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wellness or health improvement establishments
(Saimniecisko darbibu statistiska..., 2006).

The study by the State Education
Development Agency on the beauty industry in
Latvia reveals that the tendency of the so-called
youth cult that is connected with people's effort
to look as young as possible, often irrelevant to
their actual age, will reduce in the beauty
industry in Europe and in the world over the next
20 to 30 years. Industry experts interpret it as a
result of various factors, such as the increase of a
person's life expectancy that will promote public
awareness of the fact that beauty is not only the
external appearance or youth, but inner harmony
and the ability to accept their actual age. The
physical well-being services, including massage,
SPA  and other relaxing and therapeutic
procedures are largely focused on this matter
(Skaistumkopsanas nozares..., 2012).

Nowadays, a several types of SPA have
developed: SPA hotels, SPA clubs, day SPA,
destination SPA, medical SPA etc. Understanding
of the SPA concept has changed over time.
Today, even small beauty salons with jacuzzi and
pool are called the SPA.

Latgale inhabitants' survey was carried out
during the period from September 2016 to
December 2016 to ascertain views on the
potential use of the SPA services in the future
4 star hotel in Rezekne. In total, 580 respondents
were interviewed; 539 questionnaires were valid
for the analysis. The inhabitants of Latgale only
were chosen to be surveyed, because they are
primarily interested in the SPA centre
development and are considered as the potential
customers. According to the CSB data, population
of Latgale region is 276 358 in 2016. Using a
simple random method, the required number of
respondents is 384 in order to affirm that the
data obtained are reliable with a probability of
95 % and represent the general sample. Since a
bigger number of respondents (539) were
surveyed, it can be declared that the data

obtained with a probability of 95 % represents
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the inhabitants' views on the potential use of the
SPA services
(http://www.raosoft.com/samplesize.html ).

The respondents represent the two major
cities (Rezekne and Daugavpils) and all the
districts of Latgale region. Most of the
respondents are female (66.79 %). According to
the data of the sector entrepreneurs’ survey
carried out by "Dienas Bizness", the proportion of
male customers is between 10 to 50 %,
depending on the type of the SPA services
(Asere, 2014). Consequently, the number of
respondents represents the overall situation in
the industry — primarily women are interested in
the SPA services.

The income level of most of the respondents is
up to 400 EUR (36.36 %), and a little less -
31.73 % of the respondents earn 401-600 EUR.
The respondents with income over 601 EUR
constitute 31.91 %. Such a division of the
respondents by the income level according to
CSB data corresponds to the situation in Latvia.

In assessing the potential demand of the SPA
services, the respondents were asked a series of
questions in order to assess the need for the
establishment of the SPA centre.

According to the respondents, all four of these
factors affect the choice. The survey data confirm
that, when creating the SPA centre, special
attention has to be paid to the balance of quality
and price of services. Location is the least
important factor, meaning that the geographical
range of the potential customers is quite wide,
provided that there would be a wide range of
high-quality services for reasonable prices.

The SPA centre attendance is associated with
(87.9 %) for many
respondents. The overall trend shows that society

health  improvement

has been paying increasing attention to a healthy
lifestyle.

The SPA centre attendance is a way of family
recreation for 75.9 % of the respondents,
meaning that the offer of the SPA centre must be

suitable not only for adults but also for children,
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such as a play room with both educational games
and attractions for physical activity, appropriate
personnel, for example, the possibility to hire a
babysitter etc.

73.3 % of the respondents believe that the
SPA is a good place to relax with friends or for
leisure (71.8 %). This means that the SPA centre
has to offer a variety of recreational facilities,
such as bar, catering, bowling, disco or live
music, sports facilities - billiards, table tennis etc.

Beauty care as a reason for attending the SPA
centre is only for 69.5 % of the respondents,
because large part of people carry out beauty
treatments (for example, the beautician
services), using "their" specialists in other beauty
salons.

The SPA centre as a place to spend time with
colleagues is seen only by 52.6 % of the
respondents. This is due to the common collegial
traditions in Latvia. In other countries, such as
Germany, it is normal that colleagues relax
together after work. Mostly, colleagues do not
spend time together in non-working hours in
Latvia.

The survey reveals the extent to which the
seasonality will affect the SPA centre attendance.
The results show that the largest demand of the
SPA centre could be in the winter season
(85.5 %) and the lowest in summer (43.7 %).

Most respondents believe they could use the
SPA centre services once a month (55.5 %) or
once every six months (51.6 %) as well as once
a year (41.4 %). The authors consider that the
owners of the SPA centre should pay special
attention to this factor when developing the offer
in order to motivate those who intend to use the
SPA services once every six months to do it more
often.
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Division of the SPA

Table 1

Examples in Latvia,

Division Description Lithuania and
Estonia

Large centres near thermal waters or sea combining water cure with a variety of

cosmetic procedures (SPA iedalijums, 2016). Tourists are able to use not only

the SPA services, but aI_so participate in various recreatl_onal act_|V|t|es in the SPA Estonia Resort Hotel &
SPA - resort (Monteson, P.,. Slnger,.J., 2002.).VISItOI’S can receive .he.allng services as S (Estonia)

pa, onia

well as to treat a variety of ailments in the SPA resort (Spilioti E., Vargiami M., !
resort . : ) ; Baltic Beach Hotel &

Letsiou S. et al., 2016) The SPA resort has a service with a number of ancillary SPA (Latvia)

services as well as gym, pool, golf, and tennis (Retno I. Tranggono, 1999). A

possibility to combine a healthy with a pleasant, SPA treatments and pleasures

that fulfil customer's life (Monteson, P., Singer, J., 2002).

The SPA centre services are meant for tourists who want to improve their health
SPA - or simply relax, using_ all the_ SPA offers (Monteson, !3., Singer, J., 2002). The “Promenade Hotel”
centre SPA centres become |ncrea5|ng|y popular due to t.helr services that hel.p . SPA (Latvia)

customers to remove the physical and mental fatigue (Spilioti E., Vargiami M.,

Letsiou S. et al., 2016).

Hotel with the SPA complex situated on the territory of hotel. Its aim is to

diversify the time hotel clients spend at a hotel, combining various recovery and

relaxation procedures. The overall level of professionalism of the service staff is

allowed to be a little lower, medical counselling is usually not provided. Such

complexes usually offer a wide selection of facial and body skin care procedures “Spa Hotel Ezeri”

and services of beauticians and stylists. Their diversity and quality depends on (Laptvia)

the hotel's prestige and class (SPA iedalijums, 2016). The SPA services are “pirita Spa hotel”
SPA - hotel |combined with the resort or hotel, offering the services of professional SPA, (Estonial)p

fitness and recovery, healthy nutrition (Thorsteinsdottir K., 2005). The SPA

hotel - a tourist accommodation with a hotel-specific infrastructure, the client is HoteI.JurmaIa Spa

: X ! (Latvia)

offered water treatments and services for wellness and health improvement,

including baths, saunas, swimming pool, massage, fitness club, slimming,

cosmetic, beauty care, and other services. According to the SPA type, the service

may also include special catering (Viesnicu standarta pamatprasibas saskana ar

LVS 2000-1:2009).

A variety of professional SPA services a client might use within a day

(Thorsteinsdottir K., 2005). Services to improve health, with or without

accommodation servic_es. Much attention is paid to t_he beauty_ and wellness ESPA Riga (Latvia)
Day SPA programs, such as facial and body treaFments, manicure, .pedlcure, massage Day Spa OU (Estonia)

(Yaman, R., Alias, Z., Ishak, N. Y., Zarina A., Norishahaini M.I., 2012) Visit to Azia Spa (Lithuania)

the day SPA is fully dedicated to the revitalization and beauty. The category

includes centres with beauty salons, hairdressing salons and hydrotherapy

treatments (SPA iedalijums, 2016).

Usually it is a fitness centre with equipment for the water SPA procedures. These

services are generally available to members only. The category includes any

health club, gym, and recreation centre with the SPA area, which is separated Joker klubs (Latvia)
SPA club from the active fitness area, offering a peaceful atmosphere. The range of Tropic Fitness & SPA

services offered is similar to the Day Spa (SPA iedalijums, 2016). Fitness,
aerobics, yoga, and other sports activities that are perfectly able to fit together
with the SPA procedures (Thorsteinsdottir, K., 2005).

Club (Latvia)

Destination
SPA

Customers manage their vacation as they wish in this type of SPAs; they can
choose a variety of services and take break from the daily temptations, as a
healthy menu is usually provided that does not include alcohol

(Thorsteinsdottir, K., 2005). Companies, where the main product is SPA services,
often combined with educational programs and healthy nutrition (Monteson, P.,
Singer, J., 2002).

Annas (Latvia)

Taka SPA (Latvia)
SPA Vilnius Anyksciai
(Lithuania)
Puhajarve Resort
(Estonia)

Holistic SPA

It differs from other SPA, in particular with regard to the interior and the
available treatment (Yaman, R., Alias, Z., Ishak, N. Y., Zarina A., Ishak, N.M.,
2012).

Holistic SPA Hotel
“La Passionaria” (the
Czech Republic)

Medical SPA

Medical and recovery services as well as SPA services are offered. It is often
combined with cosmetic/plastic surgery (Nagy, A., 2014).

Baltic Beach Hotel Spa
(Latvia)

Mineral SPA

If the SPA therapy or any other treatment process uses mineral water or mineral
mud, it may be compared to a whole treatment system (Forestier R.,

Forestier, F., Francon, A., 2016). The SPA uses the natural minerals, hot springs,
and sea water. Minerals include such substances as calcium, magnesium, iron,
bromine etc. (Broms, A., 2015)

Varska Resort
(Estonia)

Spa Vilnius Anyksciai
(Lithuania)

Source: compiled by the authors
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The respondents of the survey had to evaluate
which SPA centre services they would like to use.

89 % of the respondents would gladly use a
bubble bath (jacuzzi) centre, 84.6 % - a
swimming pool, and 80.5% - underwater
massage pools. Despite the fact that there are
two swimming pools in Rezekne city, people are
interested in having it in the future SPA centre as
well. The understanding of a pool may be
different in the SPA hotel - it should not be 25 m
or 50 m long; it may be small and of different
forms. The main goal is not to swim, but "to
dabble" (although it is important for many people
to swim). The pools have to be adapted for
people with special needs, and offer different
depths and temperatures.

63.8 % of the respondents would prefer using
cascades, 62.5% - a musical pool, while
58.6 % - aqua bar services.

The SPA centre is inconceivable without the
sauna area. The responses show that any type of
sauna would be accepted, since 80.7 % of the
respondents would use the aroma sauna,
79.8 % - Finnish sauna, 77.7 % - steam baths
(the Roman baths), 75.8 % - the salt sauna, and
72.1 % - the Turkish bath. The ice sauna (the
Cryotherapy) would be used only by 60.2 % of
the respondents. The authors believe that the low
level of support for this sauna type is related to
the respondents’ lack of awareness and
knowledge of this service.

91.1 % of the respondents would prefer using
relaxing massages, 87.9 % - water treatments,
and 80.1 % - the medical SPA. The aforesaid SPA
services are the most commonly used and
requested in the SPA centres. Only 53.5 % of the
respondents would use SPA capsules.

The respondents rated their possible level of
spending per visit at the SPA centre. Data
suggest that a majority of the respondents
(82 %) are willing to spend up to 15 EUR per
visit, while a relatively large group (76.1 %) -
16-30 EUR. The authors believe that the SPA

centre services should be focused to an amount
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not exceeding 30 EUR as only 47.9 % of the
respondents are willing to spend more than
31 EUR.

Conclusions
1) Based on the

accommodation services’ offer in Rezekne city

assessment  of the
within the framework of the project
"Assessment of the hotel services’
development opportunities in Rezekne city", it
is clear that Rezekne needs a new four-star
hotel that would satisfy the growing demand
for accommodation and the SPA services, as
well as would prolong the tourists’ duration of
stay in the region.

The authors believe that the potential

customers of the Rezekne SPA hotel are

people with middle and high incomes who
would use the SPA centre services to improve
or maintain their health, to relax with family
or friends, and it would be a good resting
place. Since the location, according to the
respondents' opinion, is not the most
important factor, the potential customers are
not only inhabitants of Rezekne city or region,
but also people of other Latvian regions. The
authors consider that the residents of the
neighbour countries, for example, Lithuania or

Estonia, also would use the SPA hotel services

if they are designed in an interesting way,

provide special offers, unprecedented and

diverse SPA services (swimming pool, saunas,

additional services, quality service). The

services must attract customers and
encourage to drive a fairly long distances with
their personal transportation. The Embassy of
Latgale "GORS" is a great sample, because its
services are used not only by locals but also
by people from other regions.

2) The customer flow and demand will be directly
dependent on the range (diversity) of the
services offered by the SPA and high quality,
though, at the same time respecting the
principle of a reasonable price, because most

of the service users will be the customers of
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average incomes willing to spend relatively
small amounts of money (up to 30 EUR per
visit).

Since the demand for the SPA services will be
higher in winter season than in summer, the
developers of the SPA centre should use the
strategy of differentiated pricing to provide a
continuous flow of incomes - to offer services
at a lower price when demand is lower (in
seasons, days of the week, or hour of the
day), and to set a higher price at a time when
the demand is higher.

Pools are considered as one of the integral
parts of the SPA centre. The pool would be
interesting to children, taking into account
that many people consider the SPA centre to

7) The SPA services should
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5) Bubble baths (jacuzzi), underwater massage

pools, and also cascades should be built in the
SPA centre. The variety of the services
increases customers' satisfaction and desire to

return more often.

6) The sauna area as well as the swimming pool

centre should diverse, offering unique and
specific services.

include relaxing
massages, water procedures, and the medical

SPA treatment.

8) The establishment of the SPA hotel in Rezekne

is necessary because the nearest SPA hotel is
250 km away, though a special attention
should be paid to the quality of the offered

services.

be a leisure opportunity for families.
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INTEGRATED COASTAL MANAGEMENT PRACTICE CASE STUDIES: DEFICIENCY OF
COLLABORATION COMMUNICATION AND SOCIO-ECOLOGICAL SYSTEM APPROACHES
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Erika Lagzdina®, MSc.env., Krista Osniece’, MSc.nat.sc.; Janis Kaulins®, Dr. geogr.;

1,2,3,45 Environmental Science Department, University of Latvia
Abstract. Sustainable coastal governance understanding nowadays still require internationally prescribed integrated
coastal management (ICM) approach for both coastal socio-ecological systems studies as well as policies/planning and
management practice development. Systems Approach Framework (SAF) as an issue oriented and system analysis
based investigation and development planning methodology offers this to be further tested new tool in order not only
to study complex coastal systems, but, also complementary, to facilitate participatory problem-solving decision
making, what altogether have been correspondingly investigated and tested in the framework of EU BONUS
Programme BaltCoast project. The aim of one part of the joint project study was to summarize main findings from
retrospective analysis of the best available ICM practice, based on cases from the Baltic Sea Region countries and,
particularly, those ones from Latvia coast, as well as to recognize main deficiencies and approaches necessary for
further ICM improvement, what are also the main tasks for this paper. Nineteen selected ICM best practise cases were
studied accordingly. Obviously, that main known ICM elements, have been recognized in practice cases all around
Baltic, but only to different degree as per different contexts and coastal issues studied. However, SAF, or similar
coastal system approaching, as well as participatory management requiring applications, have not been regularly and
widely used. Latvia ICM case studies also particularly do confirm ongoing requirement for social-ecological system
understanding and necessary multi-disciplinary studies, and, related/depending development of collaboration
communication approach, based on complementary instruments of coastal information and education, participation

and coastal friendly behaviour elaborations.

Key words: integrated coastal management, socio-ecological coastal systems, systems approach framework, best
practice cases, collaboration communication.

JEL code: Q55

Introduction

Coastal systems are based on interconnected
elements of complex resources systems
complementing all sustainability dimensions as
natural, socio-economic and also governance
resources - coastal territories are to be seen as
social-ecological systems (SES). Inadequate use,
protection and management of the coastal
territories in general are responsible for the
instability of the coastal systems (Cooper, J.A.G.,
Cummins, V. 2009). There is a need for a
systemic approach and the instruments that
would support our ability to understand and
communicate changes in the coastal systems
(Waagsaether, K., Ziervogel, G., 2012)., and
respond adequately through the governance
system, including stakeholders and a whole set of
governance and, especially also, communication
instruments (Ernsteins R., et.al. 2011).

Following question is how to improve the
coastal governance process and decision making

procedure. The knowledge gained from applied

experiments concerns the practical aspects for
the development: governance in terms of policy
effectiveness; sustainability science in terms of
applying trans-disciplinary science to social-
ecological problems; simulation analysis in terms
of quantifying dysfunctions in complex systems;
partnership among research, management, and
stakeholders as for a quantitative basis for
collaborative decision making (Hopkins, et al.,
2012). Further on, there are to be recognized
basic pre-conditions for the elaboration of
governance options, also based on
communication (Ernsteins R., 2010) - balanced
sharing of information with stakeholders, creation
of space for common dialogue and repeated
communication with stakeholders (Mette, 2011).

The paper presents principal results of the
first part of the studies carried out within EU
BONUS Programme Baltcoast project (Systems
Approach Framework for Coastal Research and
Management in the Baltic, 2015-2018) having

namely two main aims: 1) a retrospective
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analysis of  existing integrated coastal
management (ICM) best practise case studies
and 2) provision of a broad knowledge base for
the further development of ICM and for the
chosen Systems Approach Framework (SAF)
methodology, which was developed by the
SPICOSA project (Hopkins et al., 2012).

SAF methodological approach. SAF
contribution to ICM is dedicated to understanding
and diagnosing the end-user as a partner in the
coastal governance options development process
(Ostrom, 2009), but the system specific
monitoring and compatible multidisciplinary
databases are essential precondition
(Karpouzoglou, T., et.al. 2016) as well as the
need to increase the capacity for governance
problems analysis (Conrad, C., Hilchey, K. 2011).
SAF methodology approach, has been based not
only on “classical” stakeholders’ participation, but
combining science-based data investigation and
stakeholders’ interactive involvement in ICM
development scenarios evaluation, when solving
local coastal problem situations. The aim of one
particular part of the joint project study was to
summarize main findings from retrospective
analysis of the best available ICM practice, based
on cases from the Baltic Sea Region countries
and, particularly, those ones from Latvia coast,
as well as to recognize main deficiencies and
further ICM

improvement, what are also the main tasks for

approaches necessary for
this paper.

To foster the exchange of experiences and
learning from best practice examples, the
European Commission maintains the OURCOAST
online database (http://ec.europa.eu/ourcoast/),
which has about 350 structured case studies on
major coastal themes. Initial selection of these
cases for the ICM Database were done during
execution of the EU granted project OURCOAST
(2009 - 2011), being based on national and
international ICM expert’s judgements - as their
understanding of successfulness of application

into practice of the general ICM approach and
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tools, according to the definition of the eight ICM
basic principles (Recommendations of the
European Parliament .., 2002). Also at the
selection was requested clear integration

principle  application in  following terms:
integrated coastal development aims, vertical
cross-level and horizontal cross-sectorial
integration, as well as stakeholder participation
integration. There were particular types of
processes and tools chosen, which have been
divided in 6 main key approaches: integration;
participation;

knowledge-based; ecosystems

based approach; socio-economic; technical.

Methods and case studies applications
Re-analysis was done based on the
verification of SAF steps/elements application in
the ICM local cases studied: 1) Iissue
identification, 2) formulation, 3) appraisal, 4)
output, 5) implementation 6) follow up step. The
tool used by all project partners to summarize
answers, was SAF

steps-based designed

questionnaire  form  (Excel format) with
predefined choices for standard answers (yes, no,
don’t know) and several open-ended questions,
and also a specific format for SWOT analysis and
summary (10 grades). Comprehensive interview
series with local ICM experts familiar with the
cases were done, but also document studies and
stakeholder interviews took place in the most of
studies (Jansen H., Ernsteins R., 2016).

Taking into account local specifics, thematic
representation and best available ICM qualities,
there were totally 19 cases selected and
proposed for analysis by all 7 project partner
countries, but covering all 9 Baltic sea region
countries (Table 1.) as the Russian and Finnish
cases were covered by the Lithuanian partner
team involving experts from respective countries.
National experts that documented their national
ICM best practise cases for the OURCOAST
database have been involved for re-analysis as
having already full access to all documents and

related context (Jansen H., Ernsteins R., 2016).
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management in relation to agricultural activities

Coastal issues. Baltic Sea Region cases

chosen dealt especially with complex issues
related to the ICM, which require the use of
system approach. There were clearly dominating
issues of following coastal environmental
management themes as representing 2/3 of all
cases (even often covering several themes by
each case): nature protection, management of
protected nature sites or specific ecosystems
(totally 8

coastal/dunes erosion (6 cases); floods, storms

(grasslands, wetlands) cases);
(5 cases); sea level rise (3 cases). Also water
quality, pollution as well as river mouth, estuary
problems (2 cases each group) were present, but
just one case each were chosen for following
issues - management of natural resources (sand
extraction), species (migratory birds) protection,
coastal protection, landscape protection, climate
change (Lagzdina E., Lontone A., 2016).
Instrumental approach. Four cases were
ICM of

coastal zone (spatial planning - 2 cases), river

related to the planning instruments:
basin areas management planning according to
the ecosystem or the EU Water framework
directive requirement (2 cases). Eight cases were

related to technical (infrastructure) instruments

(flood defence systems, coastal realignment,
wetlands restoration etc.), but two cases
suggested environmental communication

instruments - establishing monitoring system,
improving public environmental education and
awareness raising. No other instruments were
represented quite obviously.

Sector approach. Also quite understandably
there were majority of cases (10 cases) related
to use of the coastal area for tourism, resort, and
interest

recreational activities as public high

topics. Seven cases were addressing sea (water)
(shipping,
aquaculture), but four cases - ICM situation in /or

based activities fisheries and

near large urban centres and in the

harbours/ports. Just two cases address non-

traditional topics like coastal resources

(farming, dairy farming).

Table 1

The list of cases and countries

Country/Author

Case title

Germany (Leibniz-
Institut far
Ostseeforschung
Warnemiinde, 2015)

Coastal realignment, wetland
restoration in Geltinger Birk

Coastal protection,
realignment, role of public
participation in
Markgrafenheide

Coastal protection and
management: Timmendorfer
Strand - Scharbeutz

Poland (Institute of
Hydro-Engineering,
Polish Academy of
Sciences, 2015)

Changing policy to halt beach
erosion effects for tourism
sustainable management: Hel
Peninsula

Case study: Szczecin Lagoon

Denmark (Technical
University of
Denmark - National
Institute of Aquatic
Resources,2015)

Integrated management of
mussel fishery and aquaculture
under changing baselines due
to regime shifts in the Limfjord

Fishery and aggregate
extraction in the Sound

Lithuania (Marine
Science and
Technology Centre,
Klaipeda University,
2015)

Restoration of important
habitats through sustainable
agricultural practices, Rusne

Integrated shoreline
management for a large
harbour city and an adjacent
seaside resort

Russia (Marine
Science and
Technology Centre,
Klaipeda University,
2015)

Russian part of the cross-
border Neman River Catchment

Russian case study: Vistula
Lagoon

Latvia
(Environmental
Science Department,
University of Latvia,
2015)

Ventspils voluntary municipal
Environmental licensing system

Liepaja coastal zone voluntary
spatial/thematic planning

Public self-organized process
for Pavilosta Natura2000 site

Estonia (Institute of
Ecology, Tallinn
University, 2015)

The Jarve - Nasva case-study

The Kunda Port case study

Finland (Marine
Science and
Technology Centre,
Klaipeda University,
2015)

Coastal management strategy
for southwest Finland

Case study: Sea of Bothnia,
western Finland

Sweden (Swedish
University of
Agricultural Sciences,
2015)

Implementation of the Water
Framework Directive: The
North Baltic Water District in
Sweden

Source: Lagzdina E., Lontone A., 2016

Results and discussion
General ICM and SAF in Baltics. Cases

selection for BaltCoast SAF based studies were

done according to the recognition of both as wide
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spread as possible complex and socio-ecological
system cases and also participatory decision-
making cases hopefully in one coastal problem
situation. Not all of the OURCOAST cases selected
for BaltCoast studies appears to be best-practice
ICM cases as having not gone through known
ICM process (Jansen H., Ernsteins R., 2016).
During the project studies there were chosen also
some non-OURCOAST cases as have been done
either after 2011 or representing more SAF type
approaches even not fully ICM approach finalized.
Selection of cases for SAF analysis by the issue
type and, particularly, by management
instruments and sectors, do not represent the
whole quite systemic ICM elements/approaches
selection spectrum, being done for Ourcoast data
basis, but are showing us those ICM really
functioning components/instruments, which have
had both - more public interest/sensitivity and,
relatedly, also more SAF type applications.

In most of the analysed case studies the ICM
practice has been different from the SAF theory,
but in many cases there were recognizable some,
mainly most known traditional, ICM items being
related to the separate SAF approach elements.
Also comprehensive systematic/systemic
analyses as for coasts as complex SES were
found seldom and they did usually not cover all
three pillars of sustainability, incl. national/local
culture traditions/approaches. Looks like, in
many cases the analytical basis for the ICM type
decision-making have not been sufficiently
developed (Jansen H., Ernsteins R., 2016).

General problems found are related to the
following main/important issues: ICM
project/problem team (and/or expert group
surrounding) establishment and their working
practice as multi-disciplinary and
comprehensively; stakeholder full scale and
whole problem-solving period participatory
appropriate forums/media and communications;
limited or formal participation (only legal
requirements steps etc.) as such; often only top-

down or, rarely, bottom-up approaches used and
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often lacking even basic collaboration elements
etc. (Lagzdina E., Lontone A., 2016). Two partner
detailed studies on SAF application finished and
related papers are now published - Schernewski
G., et al (2017), and Stgttrup J. G. et al (2017).

Coastal governance and communication
in Latvian cases.

Following is short description of three cases,
which could be seen also as complementary ones
in terms of main approaches used. Also, there
should be initially mentioned, that the main issue
related to Latvian ICM situation is: lacking of
coastal (and ICM) complexity and SES bases
understanding and stakeholder’s collaboration.
Subsequently, collaboration communication
model (Ernsteins R., 2010) application (Figure 1.)
was developed and tested in several
environmental and coastal cases, both at local
and national level (e.g. National Environmental
communication and education Strategy, 2001),
relying on four complementary
components/instruments: information and
education/training, participation  and pro-

environmental behaviour.
Most efficient

communication
process

Coastal
participation

Pro-

environmental
coastal

behavior

Coastal
Education &
training

Coastal
information

Source: (Ernsteins R., 2010)

Fig. 1. Collaboration communication four
instruments model for ICM facilitation.

Important is to be mentioned also necessary
role and interaction of four main mediator’s
groups into direct implementation of collaborative
communication of ICM practice (Figure 2.). Both
models, as well as general main eight

stakeholders model (Figure 3.) have been
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extensively locally tested and could be used also
during this SAF analysis too (Ernsteins R., 2010).

Public self-organized Pavilosta NATURA
2000 site establishing. This case is known as
most comprehensive long term public self-
organized process in Latvia and was done for
Natura2000 site establishment. Since 2007
established, Pavilosta Grey Dune nature reserve,
covers 42 ha to protect Latvia’s widest grey
dune, that stretches 1,5 km parallel to the
seacoast and 812 m inland, and other valuable
biotopes and species found. Municipality
administer 515 km2 territory with 46 km long

seashore border, having population less as 3000.

Information Education

Pro-
environmental
behaviour

Participation

* Scientists
& experts

Source: (Ernsteins R., 2010)

Fig. 2. Collaboration communication model
instruments and main four mediators’
interaction.

Process. Pavilosta case was selected as a
specific example of the bottom-up governance
initiative. In 1999, responding to the society
initiative, the Pavilosta Municipal Council created
an institutional coastal governance instrument -
Dune Protection Commission (consisting not only
of some deputies, but also especially of
public/expert representatives). After discovery of
semi-illegal construction on the coastal dunes,
protested by the publicc, Commission was
dismissed. Shortly after that, few environmental
activists, supported by local school students,
launched grey dunes protection movement.

SES _and

Activists, having had not wide local population

decision-making  participation.

support, worked closely with various national-

scale organizations, environmental NGOs, culture
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organizations, churches etc. — a lot was done by
the activist group to attract public attention and
create political support to the protection of this
natural area. This raised interest also from
various scientists (mainly bio-science specialists -
biologists, botanists, and conservationists),
joining activists and professionally supporting.

Communication. In general, it has to be

concluded, that this dune protection activity is
the best wide targeted public participation
process known in Latvia, what was informing,
educating and involving all main target groups
(Figure 3.) -

businesses, active part of local society, also

besides local government,
nationwide mediators, known scientists and
artists, leading politicians and personalities have
been participating in different support activities,
particularly, in the pro-environmental behaviour
ones. There were complementary used the whole

set of collaboration communication instruments.
Municipality/

City Council

Governance

Environment
Public
environment
4

~N

Mediators

State Media, NGOs, Business
educators, science

o J

Public
environment
)

Inhabitants

-

Household
enviroment

Source: (Ernsteins R., 2010)

Fig. 3. Main stakeholder groups
constellation: national/state and municipal
governance, general public/inhabitants and

business, mediators — media, NGO,
educators and scientists.

Impact and learning. Currently, there is one

competent and active environmental NGO in the
municipality and municipal council supports some
NGO activities, providing some financial support.
However, the conflict between the society and
local government is not exhausted - in the
relation to the NATURA 2000 site, it could be
observed that the local government have not
much incentives, but NGOs have not much
possibilities to engage with the protected site

management issues.
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Ventspils municipal voluntary
Environmental licensing system (ELS). ELS
was operating in Ventspils coastal municipality
(around 40 000 inhabitants) in 1994 - 2009 as
steaming from international experience, being
approved by the Municipal Council decision as
local legal regulation and so applied to 83
enterprises. The main task of Regulation was to
establish governance system for
coastal/environmental protection and rational use
of natural resources, and, to provide municipal
specialists and general public with information on
impact of economic activities to the Baltic Sea
and local environment, as well as to improve
public participation in the local decision-making.
Process. ELS was top-down but voluntary
coastal/environmental instrument (still the
only one in Latvia), being initiated by public
growing requirements on environmental security
in the harbour town after regaining national
independence, what also provided possibility for
municipality to work in accordance with EU
integrated pollution prevention legislation long
before Latvia“s accession to the EU in 2004.

SES and decision-making participation. The

Regulation requested, that every existing or
newly established business activity, which cause
or may cause negative impact on the
environment, must obtain environmental license
from the municipality, to be issued only after the
following: enterprises organize study and prepare
SES type overview of their activities to be
presented for public discussion to the
municipality, placed in libraries etc.

Communication. Municipal Council worked

pro-actively to enable its citizen’s role in the local
decision-making process. The municipality used
mediators: mass media channels (regional
newspaper and local television), schools and non-
formal education institutions as libraries, NGO’s
to disseminate information and participation
tools, thus reach local people and acknowledge
pro-environmental behaviour. As a result, the

local society was provided with comprehensive
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information about impacts of any entrepreneurial
activity on the quality of the environment, public
participation and cooperation with all local stake-
holders was strengthened, as well as pro-
environmentally behaviour was facilitated, what
all-in-all was re-affirming ELS as an effective
environmental communication tool.

Impact and learning. ELS also created

preconditions for the implementation of voluntary
environmental management systems (ISO 14001
standard) in the major local/harbour businesses.
With  the

environmental legislation after Latvia was joining

development of the national
EU, the function of polluting activities control was

given to the governmental Regional
Environmental Boards, which were issuing
integrated permits for polluting activities and
using natural resources. After ELS was stopped,
municipality have developed legal regulations on
public participation.

Liepaja municipal voluntary coastal
thematic planning. Besides three mandatory
documents at all governance levels (long-term
sustainable development strategy, mid-term
development programme and spatial plan), there
are voluntary ones - particular detailing of
planning is possible by either action plan, local
spatial plan or thematic plan, what all allow to
integrate spatial and development elements
under selected thematic issue. Liepaja
municipality (around 75 000 inhabitants) is the
first municipality in Latvia having prepared
coastal zone development thematic plan (2015),
what includes elements of the ICM approach.

Process. The thematic plan envisages coastal
zone development activities until 2024 and it
could be seen as both and complementary -
top-down and also bottom-up process. It
was elaborated as agreement in the participatory
process between all different stakeholder groups
about long-term vision of the beach, nearby
infrastructure and architectural elements.

SES and

Planning process was started in 2012 and

decision-making  participation.
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comprehensive multi-disciplinary environmental
studies were commissioned and comprehensive
public survey was carried out, later being
analysed and discussed by stakeholders. Spatially
it is based on several development axes:
municipal transport lines; bicycle road and local
"sea gates" (providing access to the beach). The
main thematic issues for the coastal development
were related to how to link beach with the city,
security and information in the beach,
environmental risks, functionality and
improvement of services oriented towards
existing natural and cultural (including historical)
heritage and values, territorial integrity and dune
erosion mitigation tasks.

Communication. Also in Liepaja municipality

worked pro-actively to enable its citizen’s role in

the local decision-making process. The
municipality used all mediators as well, working
with  coastal information, education and
participation tools, also planning and discussing
coastal pro-environmental behaviour. As a result,
pro-environmentally behaviour was facilitated for
all target groups, starting from municipality itself.
This was pro-actively planned based on since
2009 existing environmental communication
plan, agreed by stakeholders to be as chapter
no.l. of municipal Environmental Action
Programme (2009-2015).

Impact and learning. In general, the

document was agreement between various
interests and visions as regards long term
development of the coastal territory, as well as
their specific perception of infrastructure and
architecture elements important for a particular
scale of the spatial planning. This agreement is
binding for the local politicians and cannot be
changed unilaterally without public discussion.

Summary and conclusions

1) Despite all international/national long-term
efforts, ICM approach implementation still has
been not fully understood and implemented,
especially, taking into account local level

specifics. Many studied ICM cases are missing
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both, the SES content to be done by multi-
disciplinary studies approach, cross-sectorial
and cross-level integration and also real
stakeholders participatory decision-making
process.

2) General ICM problems solving still do require
basic pre-conditions, generic and innovative
ones, e.g. initially developing/pro-actively
involving  cross-disciplinary  trained and

working project/problem team, designing

coastal collaboration process for all main

stakeholder’s interests’” formulation and

interaction process, creating communication

forums/media for initiatives and
complementary applying of top-down and
bottom-up approaches.

3) Particularly, for avoiding ICM deficiencies
mentioned, coastal collaborative

communication shall be developed, all main

target groups and related coastal topics

selectively and multi-thematically oriented,

and based on four complementary
components/instruments as information and
education/training, participation and pro-
environmental behaviour.

4) ICM requested coastal nature-social science
results interaction needed is to be

transformed into local level science-policy-

practice chain governance, and that could be
done as particular interface process and
content development, being based on
structural design of to be elaborated/tested
local municipal coastal monitoring system

(incl. citizen science approach) as part of local

municipal development governance.
(Kudrenickis, I., Ernsteins, R., Kaulins, J.,
2016).

The study and the paper have been prepared
with the financial support of the EU BONUS
programme project “A Systems Approach
Research and

Framework for Coastal

Management in the Baltic” (BaltCoast).
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SMART SPECIALIZATION STRATEGY IN LATVIA, ESTONIA AND LITHUANIA
Sergejs Gemma', MPA; Zane Bulderberga?, Dr.oec.
L2 | atvia University of Agriculture

Abstract. The smart specialization strategy is a tool for European Union (EU) economic growth and recovery from
economic crisis. The aim of the paper is to describe and compare the smart specialisation strategy (RIS3) in Latvia,
Estonia and Lithuania by describing the theoretical aspects of smart specialization concept in state and regional level;
analysing smart specialization strategy development in the EU in accordance to Europa 2020 targets; comparing and
evaluating the smart specialisation strategies in Latvia, Lithuania and Estonia. The three Baltic States have made the
most progress to the EU 2020 targets in 2015. All three Baltic States have set common priorities for RIS3: ICT,
biomedicine and health technologies, materials, technologies and engineering systems. Smart energy is a priority in
Latvia and Lithuania, but functional food and logistics - in Lithuania and Estonia. Lithuania is the only country of Baltic
States which has set a priority regarding to the inclusive and creative society area.
Key words: smart specialization strategy, innovation.
JEL code: R11; O31; P48

Introduction Research results and discussion

The existence of a national strategy for smart The smart specialisation strategy: the

specialization is an ex ante conditionality for the . ,

theoretical analysis
use of the European Union (EU) Structural Funds
from 2014 to 2020. The aim of the strategy in

Europe is to become competitive in the global

The concept of smart specialization has
attracted great interest and has been adopted

widely in European regional and innovation

economy by concentrating resources in research policy. In scientific literature, first ideas about

and innovation (R&I) and linking them to priority smart development strategy at the EU level

economic areas. It is also topical for Baltic States appeared already between 2006 and 2009. The

as the EU Member States. The main aim of smart e
concept of smart specialization was elaborated by

specialization strategy in Latvia is to increase the group of researchers that actually advise the

innovation capacity and to create an innovation -
pacity European Commission called as ‘Knowledge for

system that promotes and supports technological Growth’. According to them smart specialisation
progress of economy (Informativais zinojums
“Par ..., 2013).

The aim of the paper is to describe and

means the discovery of those potential domains
or areas, which are based on exceptional features

and assets of each region in order to reinforce

compare the smart specialisation strate in . S .
P P 9y the regional economy and build its competitive

Latvia, Estonia and Lithuania. The tasks of position on the global market (Gulc A., 2015). zx

research are: (1) describe the theoretical aspects The smart specialization strategies of

f smart cialization ncept in stat n . . . .
oF smart specialization —concep state and countries with a small economy like the Baltic

regional level; (2) analyse smart specialization States should be focused on identification of the

strategy development in the EU in accordance to unique characteristics of each country and region

Europa 2020 targets; (3) compare and evaluate highlighting competitive advantages of each

the smart specialisation strategies in Latvia, region. The underlying rationale behind the smart

Lithuania and Estonia. The research methods are: N . .
specialization concept is that by concentrating

monographic, comparison, abstract-logical .
grap P 9 knowledge resources and linking them to a

method, synthesis and analysis, induction and limited number of priority economic activities,

deduction, graphical method and statistical data . .
countries and regions can become more

analysis. competitive in the global economy (Jucevicius R.,

Galbuogiene A., 2014).
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Lithuanian researchers (Paliokaite A.,
Martinaitis Z., Reimeris R., 2015) emphasize that
smart specialization needs to be communicated,
understood and acknowledged, governance of
smart specialization strategy has to ensure
participation and ownership in the foresight
process and implementation of  smart

specialization  strategy. And also smart

specialization process has to encourage
innovation and experimentation, so it has to
include creative thinking outside the list of fields
that are “usual suspects” for research and
innovation support.

About smart specialization in regional level
writes Polish researcher Gulc (2015): smart
specialization does not mean only supporting of
existing strengths of the regions but rather
finding the new possibilities of their development.
Each region can find new areas of development
based on local known by diversifying the existing
specialization and finding the synergy and links
between them. The results in Polish regions
showed a big variety of utilized research methods
designing smart specialization. Naldi, Nilsson,
Wetlund and Wixe (2015) also studied that
regions respond differently to investments in
innovation - investments in core regions are
more efficient when it comes to generating
innovations compared to investments in
peripheral regions. So, the regions should do
smart specialization - identify the sectors, the
technological areas or their main competitive
advantage and then focus their regional policies
to promote innovation exact in these fields (Naldi
et al., 2015).

At regional level, Mccann and Ortega-Argiles
(2013) think that one of the features of many
European regions is a weak correlation between
the region’s research and development
capabilities, its training specializations and its
industrial structure. It is necessary to develop
regional policies that promote technological
diversification amongst the most embedded

industries, which have the relevant scale to

! Sergejs Gemma. Tel.: +371 26244135 E-mail address: ef16151@Ilu.lv
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generate significant local impacts, whilst at the
same time promoting the connectivity of the
region.

In Latvia, the smart specialization assessment
was done by Pelse and Lesevica (2016) using
RIS3 Assessment Wheel. Comparison of the
smart specialization strategies of Latvia and
Lithuania reveals that a great deal of their
priorities is similar, having different definitions.

Other Latvian researchers have analysed
situation in Kurzeme region. The smart
specialization model for the region should cover
key values of the region, which comprise
location, national resources, high biological and
landscape diversity, transportation and logistics
networks and presence of competitive production
and service industries (Kreslins K., Stefenberga
D., 2016).

In 2014, Vidzeme planning region developed
their research study "“Smart specialization
Possibilities of Vidzeme Planning Region” (2014).
During the research, there were set three
strategic goals: to promote high value added
production in traditional branches of the regions;
to diversify economy of the region by developing
entrepreneurship in the existing specialization
areas and development of new forms of
entrepreneurship in knowledge economy
branches.

The smart specialisation development in the
EU

The reason of smart specialization strategy
implementation in the EU was the economic
crisis, which wiped out years of economic and
social progress and exposed  structural
weaknesses in Europe's economy. Economy
should regenerate and pass a new development
level. So, smart specialization strategy will help
Europe to come out stronger from the crisis and
turn the EU into a smart, sustainable and
inclusive economy delivering high levels of
employment, productivity and social cohesion
(EUROPE 2020: A European ..., 2010). EU 2020

targets are presented in Table 1.
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Table 1
Europe 2020 target evaluation
(2014-2015)
Target value Year Year Progress
(2020) 2014 2015 9
Share of the employed population aged 20-64 be (%)
75 | 692 | 701 | 935%
Share of the EU's GDP invested in Research and
Development (%)
3 | 204 | 203 | 677%

The "20/20/20" climate/energy targets:

1.Greenhouse gas emissions’ decrease, base year
1990 (%)

-20 | 22904 | - | 1147%

2.Share of renewable energy in gross final energy
consumption (%):

20 | 160 | - | 8%
3.Primary energy consumption (%):

20 | 157 | - | 785%
The share of early school leavers (%)

<10 | 112 | 110 | 909%

The share of the younger generation with a tertiary
degree (%)

>40 | 379 | 387 | 9%68%
Share of people at risk of poverty in total
population (%)

20 | 244, | 237 | 844%

Source: authors’ calculation based on EUROPE 2020: A
European ..., 2010; EUROSTAT Database

To achieve these targets, the European
Commission proposes that EU goals should be
translated into national targets and trajectories
and monitored in the EU Member States.

The three Baltic States have made the most
progress to the EU targets. They increased their
score by more than 10 index points. Their
improvement on all fronts is impressive. Their
employment rates increased by four to five
percentage points.

R&D increased in all three, but especially in
Estonia. Early school leavers dropped and tertiary
education increased. Poverty or social exclusion
rates remained below the EU target in Estonia,
while Latvia and Lithuania made substantial
progress towards the EU target. The share of
renewable energy in electricity consumed

increased, but GHG emissions also increased.
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However, these targets are more
representative. As described Mccann and Ortega-
Argiles (2013), smart development is not a one-
size-fits-all concept and its application requires
embedding the various initiatives in the broader
multilevel governance of each region context.

The European Commission, based on the
analysis of regional features and innovation
potential, recommends the EU Member States for
developing smart specialization strategy for
innovation promotion to adopt one of these
development strategies:

e building on current advantages (science

push/technology-led or a mix);

e supporting socio-economic transformation
(reconversion or identification of a new
frontier);

towards the creation of

(Guide to

e catching up:
knowledge-based
Research ..., 2012).

The choice between these three strategies

capabilities

depends on region type and main strategy. As it
is seen in Table 2, strategy which is based on
building current advantages conform to region
with knowledge and technology hubs, knowledge-
intensive city/capital districts, scientific and
technology intensive production regions and skill
intensive regions. For skill intensive regions, as a
main priority can be two strategies - building on
current advantages and supporting socio-
economic transformation (e.g. in Latvia). Regions
with medium-tech manufacturing and service
providers and structural inertia or de-
industrialising regions should choose supporting
socio-economic transformation as a main
strategy. And the third strategy - catching-up:
towards the creation of knowledge-based

capabilities is suitable for traditional
manufacturing regions, service-led and natural
resource-based regions and primary sector

intensive regions.
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Table 2

Innovation strategies for different types of region according to knowledge intensity
of productive fabric

Main strategy

Type of region

Building on current
advantages (science
push/technology-led

or a mix)

Catching-up:
Towards the
creation of
knowledge-
based
capabilities

Supporting socio-
economic
transformation

Knowledge hubs

Knowledge and technology hubs L] o O
Knowledge-intensive city/capital districts L] o O
Industrial production zones
Scientific and technology intensive
- - ® o O

production regions
Skill intensive regions L] o @)
Medium-tech manufacturing and service

- o ° O
providers
Traditional manufacturing regions o o °

Non-scientific and technology-driven regional systems

Service-led and natural resource-based

. o o °
regions
Structural inertia or deindustrialising regions o °
Primary sector intensive regions ©) o °

Legend: ®main priority; © strategic choice; O low priority
Source: (Guide to Research ..., 2012)

The smart specialisation strategies in Latvia,
Lithuania and Estonia.

All Baltic States have signed memorandum of
Understanding on Closer Co-operation in Higher
Education, Research and Innovation (2012). The
purpose of this Memorandum is to strengthen the
of the

coordinated research and development policy and

cooperation Parties in developing
fostering innovation, in particular to meet the
conditionality recommendations of the European
Union for the next financial planning period for
EU structural funds in 2014 - 2020. One of the
tasks include supporting actions aiming to
coordinate and create a basis for constant
exchange of information on research, technology
transfer and innovative industries in areas of
smart specialization of each country as well as
identifying common priorities and areas of
synergetic cooperation.

Latvia has chosen strategy supporting socio-
economic transformation foreseeing science and
technology caused growth and progress towards

a knowledge-based capacity development. At the

! Sergejs Gemma. Tel.: +371 26244135 E-mail address: ef16151@Ilu.lv

same time, in smart specialization strategy of
Latvia there are included elements from the other
two strategies mentioned before (Informativais
zinojums “Par ..., 2013).

The reason of choosing such model in Latvia
was the existing economic problems as mono-
centric regional development, not enough science
and research capacity, existing education system
did not match demand and supply of labour,
weak cooperation between industry and science
and prevalent business model of Latvian
companies is not oriented toward innovation but
on cheap labour and exploiting natural resources
(Kiopa, 2014).

The task of smart specialization strategy in
Latvia is to provide highlighting developing

priorities and regular reviewing, targeted

investment focusing, including strategy settings
selection and
which

aimed at Latvia competitiveness strengthening in

appropriate policy instrument

monitoring system development, are

regional, European and world level. Therefore,

there are detected three transformation
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directions of smart specialization in Latvia and

such priorities:

e structural changes of production and export in
the traditional sectors of the economy
(products with high added value);

e growth in sectors where there is or is likely to
create products and services with high added
value (productive innovation system);

e sectors with significant horizontal impact and
contribution to economic transformation

(energy efficiency, advanced information

communication technologies, advanced

education system, knowledge base and
human capital and polycentric development)

(Informativais zinojums “Par ..., 2013).

Smart specialization strategy in Latvia

provides development of human capital by

attracting young scientists, avoiding
fragmentation of resources and supporting
cooperation programs (internationalization of
science). Closer integration of education, science
and industry  sectors  provides facilitate
technology transfer via attraction of technology
transfer experts in universities and introducing
new transfer services, better linkages with
instruments oriented to support creation of new
businesses, continue to develop Competence
Centres, especially in specialization areas, as
long-term  collaboration platforms between
industry and academia and coordination platform
among industry players themselves and support
for development of technology transfer
infrastructure (open labs, prototyping labs, living
labs) in universities and research organizations.
To develop building innovation capacity of
industry, it is important to create new tax relief
to support industry investments in R&D, to
support development of enterprises, especially
newly established businesses formed on the basis
of research results, to support business with fast
growth potential via early stage investment
instruments and to support non-technological
innovation and creative industries (Informativais

zinojums “Par ..., 2013).
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About smart specialization strategy status in
Latvia - it has a national policy status; it is
accepted by the Cabinet of Ministers by creating
implementing plan and executing a monitoring
system. The governance institutions responsible
for smart specialization strategy design and
implementation process are the Ministry of
Education and Science and the Ministry of
Economics. But Latvian Research and Innovation
Strategic Council chaired by Prime Minister is
responsible for strategic tasks (Kiopa, 2014).

Estonia emphasizes that the problem of their
economy is that its productivity is lower than in
west European countries - people in Estonia
works hard but add less value per hour than
people doing the same work in some other
European countries. As explained by K. Lepik
form Estonian Development Fund: “Estonia must
move up in the production chain and concentrate
more on innovation and development” (Smart
Specialisation — Qualitative..., 2013).

The activity areas of Estonian economy are
producing higher added value, to be export-
intensive and characterized by large volumes of
foreign trade and having a high rate of
employment. A quantitative analysis of smart
specialisation process in Estonia identified eight
areas in which country currently has the highest
economic potential - information and
technology  (ICT), health
technology and health services, mechanical

communications

engineering, logistics, @ chemical products,
innovative house-building (wooden houses),
timber enhancement (doors, windows, furniture,
design, cellulose, paper and cardboard) and
functional food.

There were selected three important global
trends as growth areas, in which Estonia’s
potential for cooperation between enterprise and
research was strongest.

1) Information and communications technology

(ICT) via other sectors - this sector may be

considered as the sector with the highest

potential for Estonia. There are highlighted
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three sub-sectors (use of ICT industry, cyber

security, software development) with a

condition that the support may also be given

to other sectors that cross paths with ICT.

2) Health technology and services - they have
the greatest potential in such sub-sectors -
biotechnology and e-medicine (use of IT for
the development of medical services and
products).

3) More efficient use of resources with three sub-
sectors - materials science and industry,
development of the “smart house” concept,
food that supports health.

In addition, Estonians emphasize that growth
areas should not be rigidly determined for a long
period but they must be flexible (Smart
Specialisation - Qualitative..., 2013).

In Estonia, the responsible ministries for the
process of smart specialisation strategy
development are the Ministry of Education and
Research and the Ministry of Economic Affairs
and Communications. Smart specialisation
monitoring and analysis in Estonia are carried out
by Estonian Development Fund.

Lithuanian economy has shown the necessity

for economic transformation, which means
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structural change that leads to growth of
economic activities characterised by high
productivity knowledge and human capital
intensity. It is necessary to lead to closer
collaboration and to formation of the critical mass
of business and research representatives whose
joint work would bring systemic changes and lead
to higher competitiveness.

After discussions of expert groups and
surveys, Lithuania proposed six priority areas of
smart specialisation which are energy and
sustainable development, health technologies
and biotechnologies, new production processes,
materials and technologies, transport, logistics
and ICT and inclusive and creative society.
Expert groups consisted of representatives from
research, business, non-governmental and
governmental sectors to get the most objective
view. As a whole they proposed 20 priorities to
promote experimentation and entrepreneurial
discovery and providing strong monitoring
system it is planned to terminated the
“unsuccessful”
Specific... , 2013).

Summary of smart specialisation priorities of

priorities (Identification of

all three Baltic States is shown in Table 3.
Table 3

Smart specialisation priorities of Latvia, Lithuania and Estonia

No. Latvia Lithuania Estonia
ICT (technologies for developing
1. ICT advanced e-content and information ICT

interoperability)

Biomedicine, medical

Intelligent applied technologies for
personal and public health

Health technology and health
services

2. technologies, biopharmacy and

Biotechnologies and biopharmacy

Chemical products

biotechnologies

Advanced medical engineering for early
diagnostics and treatment

Advanced materials, technologies

New production processes, materials

Mechanical engineering

3. - g ; Innovative house-building

and engineering systems and technologies (wooden houses), timber

enhancement
4. Smart energy SmarF and efflc[ent energy and )
sustainable environment
. . Safer and functional food, .

5. Knowledge-based bio-economics agro-innovation Functional food
6. - Transport and logistics Logistics
7. - Inclusive and creative society -

Source: authors’ construction
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Information and communication technologies
is the common priority of all three Baltic states.
Other common priorities have some differences
depending on state planned economy
development direction. In area of biomedicine,
Latvia has a wide focus on this area, Estonia is
more focused on health technology, health
services and chemical products but Lithuania
focuses also on medical engineering for early
diagnostics.

In area of materials, technologies and
engineering Estonia has just two directions -
mechanical engineering and wooden materials
using for innovative house-building and timber
enhancement. Latvia and Lithuania have defined
this area more generally as advanced materials,
technologies and new production processes.

Smart energy as a priority has been proposed
just by Latvia and Lithuania, where Lithuania also
has included sustainable environment.

Lithuania and Estonia have thought more
about functional food, while Latvia has nominated
a broader concept - knowledge based bio-
economics.

Logistics as a priority has been detected just
by Lithuania and Estonia; Lithuania has also
enclosed smart transport systems.

Lithuania is the only country of the Baltic
States which has set inclusive and creative
society area as a priority with modern learning
technologies and processes and technologies and
processes for breakthrough innovation.

Conclusions, proposals,
recommendations

1) Each EU country has developed its own smart
specialisation direction but with a common
aim to improve certain economic indicators in
the whole EU.

2) Most of Europa 2020 targets since 2014 have
improved, the slowest progress of targets is
related to GDP investment in Research and
Development - in 2015 it reached just 67.7 %

of target value.
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3) The three Baltic States have made the most
progress to the EU targets by more than 10
index points. R&D increased in all the three
countries, but especially in Estonia. Early
school leavers dropped and tertiary education
increased. Poverty or social exclusion rates
remained below the EU target in Estonia,
while Latvia and Lithuania made substantial
progress towards the EU target. The share of
renewable energy in electricity consumed
increased, but GHG emissions also increased.

4) Several researchers about smart specialization
emphasize that regions and countries respond
differently to investments and innovation,
each region should find synergy and links
between new development areas based on
local known by diversifying the existing
specialisation.

5) Comparing smart specialisation priorities in
the Baltic States, most priority areas largely
coincide but some priorities have been
proposed just by one or two countries. Latvia
has proposed wide area priorities; Lithuanians
have divided even 20 priorities but Estonians
have defined their priorities very laconic.

6) Information and communication technologies
are the common priority of all the three Baltic
States. Smart energy as a priority has been
proposed just by Latvia and Lithuania,
Lithuania and Estonia have thought more
about functional food, also the logistics as a
priority have been detected just by Lithuania
and Estonia.

7) Lithuania is the only country of the Baltic
States which has set inclusive and creative
society area with modern learning

technologies and processes and technologies

and processes for breakthrough innovation as

a priority.
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WORK BASED LEARNING PROGRAMMES IN LATVIA

Liene Golca?, Mg.soc.sc; Feliciana Rajevska 2, Dr.pol.sc.
12 vidzeme University of Applied Sciences, HESPI

Abstract. Work based learning (WBL) is referred to as a high-level education and employment policy priority in the
European Union (EU), including Latvia. In the context of Latvia, WBL means that a student of a vocational school
during the programme of WBL acquires theory and practice of vocational content of education programme in an
education institution and in a company according to the individual plan of the appropriate education programme. WBL
as an educational approach in vocational education in Latvia was launched in 2013 in the form of pilot projects, in
2015 it was included in the regulations as a form of education acquisition, and in summer 2016 it was adopted by the
regulation of the Cabinet of Ministers. The goal of the article is to investigate the complicated road to the introduction
of WBL in Latvia. Therefore, the tasks include a detailed analysis of the experience of stakeholders in WBL
implementation process, mainly focusing on awareness-raising and communication experience of WBL implementers.
The article is based on the analysis of legislative acts, reports from the ministries and interviews with stakeholders (10
interviews were conducted). Results show that in WBL pilot stage there has been a quite varied school awareness and
interpretation of what WBL is and how to implement it within the existing legislative framework- this has contributed
to the emergence of different experiences. Furthermore, the lack of experience in the implementation of the WBL
approach and the school competition are some of the reasons influencing the communication among schools.
Key words: work based learning, vocational education, policy implementation.
JEL code: H5

Introduction one of the approaches), in parallel promoting the

"To create one of the best education systems change of thinking (paradigms) for the

in the EU and to become one of the leaders in stakeholders involved in the implementation of
vocational education, including the public
administration level (MES,2014). Although the

first WBL pilot projects were implemented in

adult education in terms of access and use", such
objective has been defined in the sustainable

development strategy “Latvia 2030”, which is

hierarchically the highest long-term development 2013, the Cabinet Regulation on how to

planning document in Latvia (Saeima, 2010). implement WBL was adopted only in 2016.

Also current government’s priorities include an The implementation process of WBL in Latvia

ambitious goal: "The system of education in is followed also by EU institutions, which provide

Latvia should provide school-leavers with modern recommendations regarding the WBL

skills and competencies in high added value implementation process and each year analyse

national economy and a successful life in a how the Member State has implemented the

knowledge-based society” (Declaration of the specific recommendations. Concerning WBL, its

Intended..., 2016). According to the decision of development since 2014 has been assessed as

the Ministry of Education and Science (MES) in having some progress, which means that the

2013, six vocational educational institutions in Member State has announced or adopted

Latvia (Ventspils Technical College, Riga State measures to address the country specific

Technical School, Valmiera Vocational School, recommendation. These measures are promising,

Ogres Technical College, Jelgava Technical but not all of them have been implemented yet

College, Jelgava Crafts Secondary School) started and the implementation is not certain in all cases.

pilot projects of work based learning (MES, The reports indicated that while implementing

2014). The aim of these pilot projects was to WBL in Latvia, there was a limited number of

define how WBL might look in Latvia (Liepina, large enterprises, and finding ways of involving
them in WBL provision was needed (European
Commission 2014). The quality of WBL and

apprenticeship type schemes, especially in

2013.). The MES sets a long-term objective to
implement WBL approach at a system level (as
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technology and engineering remains a challenge.
It will also need to finalise the secondary
legislation on work based learning and formalised
involvement of sectorial councils. Motivating
companies to provide quality WBL placements
remains problematic (European Commission,
2015). A clear and consistent legislative
framework is not in place. The main
characteristics of work based learning are not
specified, and further uncertainties remain,
especially in relation to the pay and status of the
student as well as organisational aspects.
Motivating companies to provide quality WBL and
practical training placements is problematic. The
government has analysed the possible options
(lower minimum wages for apprentices, tax
reliefs, stipends) to provide financial support for
employers taking on an apprentice or a trainee,
but decisions have not been made yet (European
Commission, 2016).

It can be concluded that WBL policy
implementation is still in its initial stage. Thus,
monitoring and assessment is important in order
to follow the policy development and to
summarize the experience on its quality.
Thereby, the goal of the article is to investigate
the complicated road to the introduction of work
based learning in Latvia. The tasks include a
detailed analysis of steps towards introduction of
WBL realized by stakeholders. It should be noted
that the article novelty lies in the fact that it
mainly reveals the policy implementers’ thoughts
and experiences.

The article is based on the analysis of
legislative acts, reports from the ministries and
interviews with the representatives of vocational
schools, representatives of the companies and
organizations which were involved in WBL policy
planning and implementation. During the
research, there were vocational education
institutions and companies who were ready to
share their experience and information, but did
not want their name to be mentioned in the
research.

Therefore, all the organizations
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interviewed were coded, for example, “School A”
or "Company A” etc.

Work based learning - the term and its
content

European Training Foundation (ETF) has made
an in-depth examination of the literature on WBL.
During the literature studies, they have found
that there is no single definition of what WBL
entails. Besides that, the term WBL cannot be
clearly distinguished from other terms used to
refer to practice-based learning in a work
context; several close (and interchangeable)
synonyms are found in the literature, including
employment-based learning, on-the-job training,
enterprise-based learning and, in some contexts,
workplace learning. The boundaries between
these different forms of learning are often blurred
and the level of regulation and the extent to
which they include a theoretical component
varies.

ETF concluded in their study that there are
narrow and broad definitions of WBL. Some
definitions say that WBL is learning that takes
place in a real working environment through
participation in the work process, irrespective of
whether the learners are young people, students,
unemployed people or employees, or whether
they are paid or unpaid. Some definitions go
further and also encompass some forms of
classroom-based learning (WBL learning: benefits
and obstacles simulations, virtual firms) or see
WBL as a component of a broader learning
programme that also includes theoretical lessons
and classroom learning (ETF, 2013). The
European Centre for the Development of
Vocational Training (CEDEFOP) defines WBL as
“acquisition of knowledge and skills through
carrying out - and reflecting on - tasks in a
vocational context, either at the workplace (such
as alterance training) or in a VET (vocational
educational training) institution” (CEDEFOP,
2014).

In addition, the European Commission has

made a great source called ,WBL in Europe -
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Practices and Policy Pointers”. This document is
like a policy guidelines illustrated by particular
practices from the Member States, which can be
used by policymakers and practitioners to
introduce or reinforce work based learning
elements in vocational education and training.
According to this document, WBL is a
fundamental aspect of vocational training - it is
directly linked to the mission of VET to help
learners  acquire knowledge, skills  and
competences which are essential in working life.
This document identifies three main models of
WBL.

1) Alternance schemes or apprenticeships are
typically known in Austria and Germany as the
"dual system". This model is based on the
integration of companies as providers of
training together with VET schools. In parallel,
or in "alternating" periods, students acquire
general and occupation-related knowledge and
often complementary practical skills and key
competences in VET schools. Alternance and
apprenticeship are characterised by high
intensity or frequency of work integration or
real-life work situations. Countries with strong
apprenticeship systems report very good
results in terms of young people's transition to
employment (European Commision, 2013),
and this is one of the reasons why many other
countries want to transfer this kind of WBL
model or some elements of it to their
educational systems. For example, Germany,
in the context of Development Cooperation,
has transferred the dual model to other
countries for decades, while Austria has only
recently started to support the transfer of the
dual system as a part of its development
cooperation strategy (Langthaler, 2015). Also
in the case of Latvia, Declaration of Intent on
Latvian and German Cooperation in Vocational
Training was signed between the Minister of
Education and Science Dombrovskis and the
German Ambassador in Latvia A. Quiz in July
2013. It was pointed out that the Declaration
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provides a variety of Latvian-German

cooperation in the field of vocational training,

including counsellors in  German-Baltic

Chamber of Commerce in Riga who should

support the dual education pilot project for

three years (Joint Declaration of Intent,

2013).

Professor D. Euler in his research “Germany’s
dual vocational training system: a model for
other countries?” writes that any country wishing
to import a foreign system of vocational training
must take the existing framework conditions into
consideration and implement the dual vocational
training in line with the country’'s own
educational, social and economic objectives.
Thus, the objective should be to prudently import
adapted elements of another country’s system,
but not an exact copy of it. After analysing the
literature and the relevant legal sources, he
identified and discussed eleven essential
elements of the dual system and made discussion
of their potential benefits for other countries and
possible approaches to exporting a modified
version of the system (Euler, 2013). There is also
a research on the transfer of the Austrian dual
system of vocational education to transition and
developing countries.

This research examines the status quo of the
transfer trend as well as key players, funding
possibilities, approaches, lessons of experience
and challenges. The paper concludes that while
current transfer activities respond well to several
criteria set out by the Austrian Development
Cooperation, a number of open questions remain
as to sustainability, systemic effect and economic
bias, among others (Langthaler, 2015).

2) Going back to the European Commission
models of WBL, next or the second WBL
model is school-based vocational educational
training, which includes on-the-job training
periods in companies. On-the-job training
periods typically cover internships, work
placements or traineeships that are

incorporated as a compulsory or optional
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element of VET programmes leading to formal

qualifications. They can be of varying

duration, but typically represent less than

50 % of the training programme duration

(European Commission, 2013).

3) The third WBL model is integrated in a school-
based programme, through on-site labs,
workshops, kitchens, restaurants, junior or
practice firms, simulations or real
business/industry project assignments.

Many countries in Europe combine these three
general models of WBL. Terminology and
definitions vary, and even a single term such as
"apprenticeship" may have different connotations
and underlying concepts. Clear statistical data on
WBL is therefore not easy to locate (European

Commission, 2013).

Work based learning- the situation in
Latvia- description and analysis

To find out the experience of Latvia in WBL
implementation, 10 interviews with stakeholders
were conducted. As already mentioned, WBL
started in Latvia with the help of pilot projects.
According to the literature, pilot projects are
mainly used to introduce or test new approaches,
ideas or technologies. They are used in the
context of policies and management to apply and
adopt innovation in a real environment, and often
they are put in place to ensure policy agenda
with knowledge on the concept to be tested. This
makes pilot projects as policy tools a perfect
platform for many ideas and policies
(Vreugdenhil, Frantzeskaki, Taljaard, Rault,
Slinger, 2009:1). Pilot projects give knowledge
that can be used for improvement of technology
or concept, and provide evidence for a specific
policy, thus legitimizing the further
implementation of this policy (Vreugdenhil,
Slinger, 2008:1). In the video published by the
MES in 2013, “Implementation of WBL in Latvia’s
vocational education” the MES State Secretary S.
Liepina stated that “the aim of MES is to define
how WBL could look like in Latvia” (Liepina,

2013). According to this statement, the pilot
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projects introducing work based learning were
undertaken not to test a previously developed
WBL approach, but to define how it should look
like in the Latvian context. Namely, this learning
approach and the respective policy was only
developing during the implementation of the pilot
projects, contrary to what was indicated in the
sources that the pilot projects are mainly used
“to test a new approach which implemented in
the context of pilot projects reveal the
improvements needed” (Vreugdenhil, Slinger,
2008:1).

During the interviews, it was essential to find
out how the approach practitioners developed an
understanding of this teaching approach in order
to implement something it first requires to get an
understanding of it. According to the School B,
"It was in the context of seminars. MES
employees, officials had visits abroad, organized
a seminar, invited directors, told about this
experience; so let's make a pilot project, we
should also try to adopt this.” (Golca, 2016).

The State Secretary at the MES Liepina
indicates that the pilot project will be defined
within the framework of this training approach
and the resulting policy. However, schools and
companies starting the pilot projects were
expecting some minimum criteria and principles
to implement in these pilot projects and the way
to implement them. In the public space, there
are no documents - in the form of guidelines,
recommendations or other documents - for the
process of pilot projects on how this new learning
should be carried out in addition to the current
regulatory framework. There was no separate
legal regulation at that moment regarding the
implementation of WBL. When asked whether the
MES had set any criteria or standards to be
implemented as a minimum requirement within
the pilot projects that describe the WBL
approach, the representative of the School A
pointed out "No, at that time nobody had
understanding on how to better implement the

dual education, we progressed according to our
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own understanding.” (Golca, 2016); “I already
told you I did not know, but I swam with the
stream, I said let’s do it, I did not know how to
implement it.” (School D in Golca, 2016). Most
part of the schools had to figure out themselves
how to implement this, “they tossed us a bone,
and schools had to solve this, and the schools
tried to implement it according to their
competence and possibilities.” (School B in Golca,
2016). In interviews, the representatives of the
educational institutions pointed out that there
was a lack of advice: "No advice comes from
them (MES) on how to do it better, how to
implement it, there was and there is no
conceptual approach to how we should work.”
(School A in Golca, 2016). In interviews, a
reference was made to the lack of clarity in the
implementation of the pilot projects: "There is no
clear definition, there is no understanding about
all this ... no policy perspective where I shall not
get involved, I think that there is also a lack of
the experience, understanding of what is
necessary and required.”(Organization A, in
Golca, 2016).

In 2015, Ltd. "Survey Centre" published a
study WBL for the development of vocational
education in Latvia" on the basis of self-
assessment  questionnaires of educational
institutions. One of the conclusions was that"
some educational institutions do not separate
WBL from the practical internship of students (..)
there is a need for a precise definition of WBL
process, and on the other hand, interpretative
work with both educational institutions and the
employers on the essence, conditions and legal
aspects of WBL process is necessary. (Survey
Centre, 2015:7).

Moreover, during the interviews, the
participants pointed to the situation described in
the study that there is a diverse understanding
among schools, everybody implements it as they
understand, one school implements within 1.5
year programme, another in 4 year programme,

one uses European Social Fund projects for the
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realisation of the pilot project, another uses state
funding programme (Golca, 2016), it can also be
seen that some schools involved in the pilot
projects consider internships to be WBL
implementation (School C, A and D in Golca,
2016).

Already in 2012, the representative of Latvian
Employers' Confederation (LEC) after her visit to
Germany said that she had "heard that the
German dual vocational training system is
something good and successful and that it should
be introduced in Latvia, then all the problems
associated with the education of skilled labour
would be solved. It is important to understand,
so we do not follow a nhame or a brand, not fully
understanding what it is exactly we want to
introduce / adopt / upgrade.” (Lice, 13.04.2012).
In the study of the researchers Hogwood and
Gunn, we can read that in order to successfully
implement a policy, a full understanding of it
among the persons involved is important, as well
as the agreement and clear objectives (Hogwood,
Gunn, 1984:204). Of the situation described it
follows that the understanding on how to
implement this learning approach has been
problematic, mainly schools themselves have
shaped their understanding and respectively their
interpretation of the ways to implement this
learning within the pilot projects. The
development of the understanding was promoted
also by exchange visits, which were additionally
organized by individual schools with the financial
support from companies.

In order to perfectly introduce a policy, one of
the aspects is the existence of perfect
communication and coordination (Hogwood,
Gunn, 1984). During the interviews, the schools
were asked a question: "How much do you as
schools communicate and consult with each
other?"  School

experience: “We do not consult each other

A describes the existing

directly, mostly we meet at seminars,
conferences where we share our experiences on

all of this what happens in Latvia, and we take
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over some new ideas from colleagues, if you are
interested in the idea in a conference, then you
approach the presenter and ask him or her.”
(Golca, 2016). The representative of the school B
agrees mentioning the possible cause for the lack
of communication - the unhealthy competition
among schools that promotes isolation and
reduces communication, including on WBL: “A
problem that is topical and will be even more
crucial is the unhealthy competition among
schools, the survival of the school, taking into
account that the money follows a student it is a
matter of survival, then we keep distance, we are
on our own, this is it, we would need to
cooperate since we do the same job, but this
travelling of young people, the number of
students has created such a situation and at that
moment we consult the MES.” (Golca, 2016). The
previous lack of experience is also mentioned as
the reason for low communication among
schools: “Since we were the ones who began,
mostly we consulted with the MES, there was
nobody to «call, there was simply no such
experience.” (School B in Golca, 2016). Some
interview participants stressed the feeling that
educational institutions have been left alone with
the policy-making and implementation (School A
and B): "This is a problem, yes, a communication
problem, because I had an impression at one
moment that the school is on its own, if you can
make it, you do it.” (School B in Golca, 2016).
During the interviews, a question on the
communication between educational institutions
asked. This

communication can be evaluated in each case

and companies was also

individually, it manifested itself in a different way
in each case, there are examples where the
communication between the school and the
company has been assessed as positive (School A
and C). There are cases where the company
indicates some problems: “The direct
communication with the school is pretty bad,
they are confusing the dates, they feel that it

does not matter that they have promised
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students will be there in the first week, but they
come in the second, or they communicate that
students will have three days of practice for six
months, then they tell us, sorry, we made a
mistake - they will have two days for the next six
months, if it was not for German- Baltic Chamber
of Commerce between us it would be pretty hard
to communicate directly with the school.”
(Company C in Golca, 2016).

It has to be mentioned that there is a large
number of stakeholders involved in the
implementation process of WBL - most ministries,
vocational education institutions, companies,
employers’ associations etc., a full list of the
involved institutions can be found in the MES
report (MES, 2014). During the study, it was
concluded that the massive number of
organizations, as well as their positions impacted
(in this case hindered) the adoption of laws and
regulations. On 28 January 2016, during the
State Secretaries' meeting draft regulations
"Procedure for organization and implementation
of work based learning" were presented. The
State Secretaries’ Meeting decided that “MES
draft regulations and annotation should be
approved by the Ministries of Justice, Finance,
Economics, Welfare, Health, Environment and
Regional Development, Cross-Sectoral
Coordination Centre, the State Chancellery,
Latvian Association of Local Governments,
Latvian Free Trade Union Confederation, the
Latvian Employers' Confederation, and the
agreed project to be submitted to the State
Chancellery (Minutes of State Secretaries’,
2016). The project of the Cabinet Regulations
was approved almost six months later, or on 15
July 2016, following its submission to the State
Secretaries' meeting (Cabinet of Ministers, 2016).

According to the literature (Hogwood, Gunn,
1984), any reform or activity to be successfully
implemented requires resources - financial,
human, knowledge etc. resources. From the
interviews it can be concluded that the schools

did not receive additional funding in the form of
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pilot projects, not even to cover administrative
costs (School A and B in Golca, 2016). According
to currently available information, in the
framework of the specific supported objective
(SSO 8.5.1.) "Increasing the number of qualified
vocational education institution students after
their participation in WBL or an internship in a
company" WBL programme will be supported.
Total financing for SAM activities by 2023 is
nearly 22 million EUR (of which 18,646,580 euros
from the European Social Fund) (Latvian
Employers' Confederation 2016). There was a
diversity of views in the interviews in relation to
this specific funding in the framework of the
specific support objective, of which the biggest
part of the funds are allocated from the European
Social Fund. Entrepreneurs involved in WBL
programme implementation assess it positively,
because within this SSO entrepreneurs will be
able to receive compensation for the participation
in WBL. A more cautious view on these financial
resources is expressed by the organization
involved in WBL policy development and
implementation as well as representatives of
school A, pointing out that sustainability has to
be considered, since this financial support is
provided only until 2023 (Golca, 2016).
Conclusions, proposals,
recommendations
1) In WBL pilot stage, there has been a quite
varied school interpretation of what work
based learning is and how to implement it
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Abstract. The increasing quantity of waste results from increase in consumption, new manufacturing techniques and

technologies. In general, the EU generates huge quantity of different types of waste. On average, more than 400 kg of

municipal waste per capita is generated yearly in Europe. If we consider an issue of environmental pollution and

sustainable development, there is a question to be asked if and how much of generated pollution the nature is able to

“absorb” and neutralise. Nobody is able to establish limit values for environmental pollution including waste collection.

It seems that the level in question has already been exceeded because of negative environmental impact. Therefore,

there is an important question, how could we decrease production and consumption in order to generate lower

quantity of waste or recycle them appropriately and use again. Changes in waste generation in the EU countries since

2000 to 2015 have been presented in the study. Legal regulations concerning waste management have been

discussed. Attention has been paid to waste quantity per capita and level of waste recycling.

Key words: waste, recycling, environment, waste municipal.

JEL code: Q5, Q50
Introduction

Waste management in the era of rapid
development of our civilization creates more and
more problems. The sustainable development
principle indicates that waste management
should be focused on manufacturing as less
waste as possible and its negative impact on the
environment should be reduced as much as
possible. Privitera stated that the centrality of
food in waste reduction is the topic of discussion
in terms of the social sustainability of food
(Privitera D., 2016). Adverse changes in the
nature indicate the need to maintain a balance in
the management of the environment
(Golebiewska B., 2015).

Waste management in a way to avoid
negative impact on the environment is not the
only problem, economic loss is another one.
Increasing waste quantity results from increase
in consumption, new manufacturing techniques
and technologies. To a large extent the waste is
dangerous for human beings and for natural
should be
appropriately and this generates high cost. Yet,

environment that “managed”
few decades ago the waste “production” level
was low enough for the environment to neutralise
it. In the first half of the XX century, no attention
was paid to this problem because it actually did
not exist. The economy, as Kociszewski states,

considered as one of the nature subsystems,

1 e-mail: barbara_golebiewska@sggw.pl!

indicates that there are absolute limits of nature
tolerance (Kociszewski K., 2013). Nowadays, it is
necessary to enhance activities necessary to
decrease quantity of generated waste or to use
them appropriately (recycling). Waste recovery
should also be organized in a correct way.

European countries generate huge quantity of
different waste types. On average. 444 kg of
municipal waste per capita is generated yearly in
Europe. The most of it is subject to recycling or
composting and significantly less waste s
transported to landfills (Waste..., 2016).

There is a very close relation between the
quantity of waste we produce and our production
and consumption patterns. The effect is
enhanced by demographic changes causing
increase in number of households resulting in
increasing number of packaging units, batteries,
many types of garden waste etc. Huge quantity
of industrial waste, mining waste, construction
and demolition waste, used electronic equipment,
cars, plastic bags, sanitary waste and many,
many other unnecessary things we dispose of.
The waste management topic is very important
and timely when the target is to reach
sustainable development, defined by Rogall
(2010) as an opportunity to reach sufficiently
high economic, socio-cultural and ecological
standards within the tolerances for nature.

Besides direct waste management, waste sorting,

87



Proceedings of the 2017 International Conference "ECONOMIC SCIENCE FOR RURAL DEVELOPMENT” No 45

recycling and its processing, the waste
management includes also the entire system of
waste collection as well as waste sorting and
processing.

Rapid increase in demand for consumer goods
has been accompanied by increase in waste
production. According to the sustainable
development principle, the waste management
policy should be focused on reducing the impact
of generated waste on natural environment.
Dobrzanski et.al indicates that the reduced
impact of consumption on natural environment
considering waste results from observing the 3R
principle, which means avoiding waste creation
(reduce), multiple use (reuse) and recovery of
recyclable materials (recycle) (Dobrzanski G.
et.al, 2012).

The main goal of the study is evaluation of
changes as far as waste production and waste
treatment in the EU countries is concerned. The
following research tasks have been adopted:

e to present changes in waste management
legal regulations;

e to indicate waste generation level in the EU
countries;

e to analyse and evaluate changes in the field of
waste recovery and recycling.

In this context there is an important question,
how could we decrease production and
consumption in order to generate lower quantity
of waste or recycle them appropriately and use
again.

Research results and discussion
Waste management regulations

When preparing ex post analysis, it should be
indicated, as Pichtel states, that first organized
system of municipal waste collection has been
created by Romans. In the ancient Rome
household waste was thrown away on the
streets, to rivers or holes in the ground on city
outskirts. Employed workers were collecting
waste from streets and transporting them out of
city. At the same time waste storage in a close

vicinity of the city was banned and it was
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punishable (Pichtel J., 2005). The waste related
problem has been noticed already in the ancient
times but at that time it was not a threat to
natural environment that was able to “absorb”
negative consequences of human activity but
only some unpleasant smells resulting from
waste decomposition (it could have led to
development of diseases creating a danger for
human beings).

The first regulations regarding purity were
established in Athens c.a. in the V century BC
(Radziewicz J., 2013). The first waste incineration
plant in the world was opened in England in
1870. Modern waste management was started in
Europe in the 1960s. In 1972 the first law on
waste management was prepared in Germany. In
Poland similar law was  passed after
transformation of the political system in 1998
only and after it was adapted to the EU
principles. Waste management hierarchy was
established then (Janka W., www) (Figure 1).

The appropriate waste management hierarchy
is extremely important. Compliance with the law
gives opportunity to reduce negative impact on
the environment as well as optimum use of
contained in waste

substances (valuable

resources can be saved).

.-'I-"
.".

Prevention Y

Heuse b
Recycling

Combustion ~‘~.I

LN
Disposal in landfills .,

'\.\.‘

Source: Janka W. Historia gospodarki odpadami/ History
of waste management. Retrieved:
http://www.zgkim.zgora.pl/cms/images/pdf_files.
Access: 9.01.2017.

Fig. 1. European waste management
hierarchy

As Barczak indicates, the personal scope of

the hierarchy relates to natural persons, legal
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persons as well as entities having no legal
personality including in particular business
2015). The current

guidelines and regulations concerning waste

entities (Barczak A.,

management result from the EU policy on the
sustainable waste management (Foltynowicz Z.,
Mancewicz M., 2012).

An important regulation in this respect is the
European Union directive on waste (Directive...,
2008). It determines Union-wide performance
targets in order to prevent, treat and dispose of
waste until 2020. This Directive lays down
measures to protect the environment and human
health by preventing or reducing the adverse
impacts of the generation and management of
waste and by reducing overall impacts of
resource use and improving the efficiency of such
use. The Directive includes also some regulations
concerning waste management hierarchy. When
applying the waste hierarchy, Member States
shall take measures to encourage the options
that deliver the best overall environmental
outcome. This may require specific waste
streams departing from this order where this is
justified by life-cycle thinking on the overall
impacts of the generation and management of
waste.

Member States shall ensure that the
development of waste legislation and policy is a
fully transparent process, observing existing
national rules about the consultation and
involvement of citizens and stakeholders.
Following factors must be taken into account in
the member states: general environmental
protection  principles of precaution and
sustainability, technical feasibility and economic
viability, protection of resources as well as the
overall environmental, human health, economic
and social impacts.

In accordance with the polluter-pays principle,
the costs of waste management shall be borne by
the original waste producer or by the current or
previous waste holders (Sklarzewska M., 2016).

Member States may decide that the costs of
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waste management are to be borne partly or
wholly by the manufacturer of the product from
which the waste cames and that distributors of
such product may partly share these costs
(Directive ... 2008).

In Poland similar waste management
hierarchy has been introduced by adopting The
Waste Management Act of 14 December 2012:

e waste prevention;
e preparing for reuse;
e recycling;

e other recovery;

e waste disposal.

Prevention of waste includes some measures
(concerning the product, material or substance
before they become waste) reducing waste
quantity, negative impact of waste produced on
the environment and human health as well as the
content of harmful substances in materials and
products. Everyone who undertakes actions that
cause or may cause creation of waste should plan
and undertake them in a way that as the first
priority waste should be prevented or its quantity
reduced. As Radziewicz indicates, weight of waste
reduction to the level that guarantees raw
material, ecological and sanitary equilibrium is
not possible without far-reaching synchronization
of technology and way of living with ecological
formation and functioning (Radziewicz J., 2011).

Preparation for reuse indicates necessity of
using products or part of products that are not
waste again for the same purpose as they were
originally designed. Waste reuse or preparation
for reuse criteria shall be also taken into account
by public finance entities when granting public
works contracts. Recycling is a type of recovery
when waste is re-processed or re-used. It
includes reprocessing of the organic material
(organic recycling) but it does not include
recovery of energy and re-processing it into
materials. Some other recovery processes could
also exist and due to those processes waste could
serve a useful purpose being a substitute for

other materials (e.g. recovery of energy). Waste
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not prevented should be subject to recovery in
the first place. If it is impossible to introduce
waste recovery procedure, then the waste holder
is obliged to dispose of and if it is impossible to
dispose of some waste, only this kind of waste
should be stored.

The EU policy in the field of waste
management has been subject to significant
changes. Some of them are focused on
enhancement of waste treatment strategy
adopted yet in initial documents (as it happens in
case of waste management hierarchy). Much
more important change refers to transformation
of the initial perception of waste as something
redundant into development of waste life cycle
concept where attention is paid to potential
benefits of waste (Kosieradzka-Federczyk A.,
2013).

Impact of harmful factors on the environment
is mostly associated with industrial activity but
statistical data indicate that the biggest threat is
created by use of product and associated post-
consumed waste (Adamczyk W., 2004).

Hoornweg i Bhada-Tata indicate that it is one
of the most important problems regarding the
by-products (waste) life style and manufacturing,
especially in cities, and its importance grows
even faster than urbanisation rate (Hoornweg D.,
Bhada-Tata P., 2012).

Similarly in the context of post-consumed
waste management, Nagyova, Kosiciarova and
Holiencinova indicate that they should be used in
a way that is not dangerous for future
generations
Holiencinova M., 2016).

(Nagyova L., Kosiciarova 1.,

Waste generation in the EU countries
There are huge differences among countries
as far as use of natural resources per capita and

waste generation is concerned (Map 1).
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Source: Eurostat (online data code: env_wasgen)
Retrieved:http://ec.europa.eu/eurostat/statistics-
explainedindex.php/Waste_statistics. Access: 5.01.2017.

Map 1. Generation of waste by economic
activity in the EU country in 2014

Change of consumption models results from
changes in society and economy. Foodstuff,
beverages, private transport and residential
sector are those categories of consumption
impacting the environment in the most significant
way.

Results indicate that the highest level of waste
generation was in Germany. France and Great
Britain are also at the top of the list. Substantial
amounts of waste have been also produced in
Bulgaria and Italy (Table 1).

When analysing waste production based on
selected types of business activity in the EU
countries, it should be stated that mining,
construction and demolition are dominating ones
(Figure 2). Similarly in Poland the main source of
waste is mining sector (52 % ca. of the total
waste produced), then industrial processing
(20 %),
(Environment, 2014). Slightly less significant is

manufacturing and power supply

municipal waste but there is a big problem with
its disposal and the easiest way is to transport it
to landfills.

In 2007, the three types of business activity
mentioned above plus household waste in total
created 70-80 % of total impact on the

environment (Zrownowazona ..., 2007).
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Table 1
Waste produced in the EU
countries in 2004, 2010, 2014
Countries* 2004 2010 2014
Austria 53021 34883 55868
Belgium 52809 62537 65573
Bulgaria 201020 167203 179598
Croatia 7209 3158 3728
Cyprus 2242 2373 2051
Eéiﬂ‘)nc 29276 23758 23395
Denmark 12589 20965 20081
Estonia 20861 19000 21804
Finland 69708 104337 95970
France 296581a 355081 327997
Greece 33347 70433 69759
Spain 160668 137519 110952
Netherlands 92448 119255 134146
Lithuania 7010 5583 6200
Luxembourg 8316 10440 7073
Latvia 1257 1498 2621
Malta 3146a 1288 1665
Germany 364022 363545 387504
Poland 137478 159458 179018
Portugal 29317a 38347 14587
Slovakia 10668 9384 8901
Slovenia 5771 5159 4686
Sweden 91759 117645 167027
Hungary 24661a 15735 16651
Ei”r:;%%m 298799 | 259068 | 251780
Italy 139806 158628 159107

*Ireland and Romania have not been included due
to lack of data for the period presented

Source: Environment 2012 and 2014. Statistical
Information and Elaborations. Central Statistical Office,
Warsaw 2013 and 2015.

Municipal waste is defined as waste generated
in households excluding end-of-life vehicles and
also waste not containing hazardous waste

(Rozanska B., Sobczyk M., 2010).
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Fig. 2. Generation of waste by selected
economic activities in 2004 and 2014

The highest quantity of municipal waste
among the EU countries has been generated in

Germany and Great Britain (Figure 3).
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Source: Municipal waste generated by country. 2016,
Retrieved: http://ec.europa.eu/eurostat. Access:
3.01.2017

Fig. 3. Municipal waste produced in the EU
countries on average 2004-2014
(thousand of tonnes)

Since 2006, on average in 28 countries of the
EU we can observe reduction of generated waste
per capita (Figure 4). In 2015, there was a slight
increase resulting from huge increase of waste
production in Lithuania, Denmark and Slovenia
(Figure 5).
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Source: Municipal waste generated by country, 2016.
Retrieved: http://ec.europa.eu/eurostat. Access:
3.01.2017

Fig. 4. Municipal waste generated by
country in 2000 and 2006-2015
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Source: author’s calculations based on: Municipal waste
generated by country in selected years. Retrieved:
http://ec.europa.eu/eurostat Access: 9.01.2017

Fig. 5. Changes in municipal waste
production in the EU countries 2000-2015

Waste recovery and recycling

Waste generation decrease is limited if we
want to maintain consumption on a satisfactory
level. It is important to pay attention to re-use
and recycling. We can observe it presenting
changes in waste storage on landfills. In the EU
countries, in 2006-2015 the quantity of waste
stored per capita significantly decreased
(Figure 6). Only in Croatia, Slovakia and Malta
the quantity of waste stored increased. In all the
other countries, it decreased by more than 50 %
on average. The most significant decrease was in
Belgium and Estonia (more than 90 %) and in
Sweden and Finland (more than 80 %). It shows

that the EU countries are more and more
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involved in some attempts to recover and re-use

waste.
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Source: author’s calculations based on: Municipal waste
generated by country in selected years. Retrieved:
http://ec.europa.eu/eurostat. Access: 9.01.2017

Fig. 6. Change in quantity per capita of
waste for storage on landfills in the EU
countries 2006-2015 (%)

Changes in recycling rate in the EU countries
have been presented in Table 2. The recycling
rate is the tonnage recycled from municipal
waste divided by the total municipal waste
arising. Recycling includes material recycling,
composting and anaerobic digestion. Municipal
waste consists to a large extent of waste
generated by households, but may also include
similar wastes generated by small businesses and
public institutions and collected by the
municipality.

This latter part of municipal waste may vary
from municipality to municipality and from
country to country, depending on the local waste
management system (Recycling..., 2016).

During a period of 14 vyears, the highest
increase of waste recycling was observed in the
Czech Republic and Hungary. Significant increase
of the indicator was also observed in Poland and
Estonia.

But these are countries that started from a
very low level of recycling, few percent only or
even below 1 % (the Czech Republic). Therefore
it is necessary to prove that significant progress
in the field of recycling has been observed in
those countries.
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Table 2

Municipal waste recycling
indicator (the EU countries)*

Recycling rate (%)
Country

2000 2005 2010 2014
Belgium 48.4 53.8 57.7 55.1
Bulgaria 15.5 18.3 24.5 23.1
Czech Republic 0.9 6.2 15.8 25.4
Denmark 31.5 34.4 42.3 44.3
Germany 52.5 60.9 62.5 63.8
Estonia 2.4 22.5 18.2 31.3
Spain 18.4 31.4 29.2 32.6
France 24.5 29.7 34.9 39.2
Italy 14.2 18.5 31.0 42.5
Cyprus 3.0 3.7 10.7 17.7
Luxembourg 36.1 43.5 46.5 46.6
Hungary 1.6 9.6 19.6 30.5
Malta 10.1 8.7 5.2 10.9
Netherlands 44.1 46.7 49.2 50.9
Austria 63.4 58.3 59.4 56.3
Poland 2.1 5.6 21.4 32.3
Portugal 10.5 15.2 18.7 30.4
Slovenia 6.0 18.6 22.4 36.0
Slovakia 5.1 2.0 9.1 10.3
Finland 33.6 33.6 32.8 32.5
Sweden 38.3 44.8 48.1 49.9
Em;‘z%m 111 | 267 | 402 | 437
Average 22.5 28.2 33.3 38.3

*The survey includes only those countries where data
have been available
Source: author’s calculations based on: Recycling rate ...,
2016. Retrieved: http://ec.europa.eu /eurostat. Access:
9.01.2017
Conclusion

Waste issue and its management were
addressed even before the birth of Christ. In the
past, this phenomenon was not a problem and it
was not a threat to the environment and human
beings. In the second half of the XX century, in
Europe modern waste management was initiated
and legal regulations introduced.
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1. Adamczyk, W. (2004). Ekologia wyrobow (Product Ecology). PWE, Warszawa. p. 244.

2. Barczak, A. (2015). Hierarchia sposobow postepowania z odpadami a akty prawa miejscowego (The hierarchy of
waste management practices and acts of local law). Zeszyty Naukowe Uniwersytetu Szczecinskiego, Acta Iuris

Stetinensis 11. No 870. pp.27-38.

3. Directive 2008/98/EC of the European Parliament and of the Council of 19 November 2008 on waste and repealing
certain Directives/Dyrektywa 2008/98/EC Parlamentu Europejskiego i Rady z 19 listopada 2008 r. w sprawie
odpadow oraz uchylajaca niektore dyrektywy, Dz. U. UE L 312 z 22.11.2008

4. Dobrzanski, G., Dobrzanska, B., Kielczewski, D. (2012). Ochrona srodowiska przyrodniczego (Protecting the natural

environment). PWN, Warszawa, p. 459.

5. Environment. (2012). Statistical Information and Elaborations. Central Statistical Office, Warsaw 2013. p. 580.

1 e-mail: barbara_golebiewska@sggw.pl!

93



10.

11.

12.

13.

14.

15.

16.
17.

18.

19.

20.
21.

22.

23.

24.
25.
26.

Proceedings of the 2017 International Conference "ECONOMIC SCIENCE FOR RURAL DEVELOPMENT” No 45
Jelgava, LLU ESAF, 27-28 April 2017, pp. 87-94

Environment. (2014). Statistical Information and Elaborations. Central Statistical Office, Warsaw 2015. p. 565.

Eurostat (online data code: env_wasgen). Retrieved: http://ec.europa.eu/eurostat/statistics-
explained/index.php/Waste_statistics. Access: 5.01.2017.

Foltynowicz, Z., Mancewicz, M. (2012). Historia gospodarki odpadami (History of Waste Management). Cz. I,
Recykling 9(141).

Golebiewska, B. (2015). Agricultural Activity and the Problem of Environmental Protection in Poland. Sucasni
socialno-ekonomicni tendencii rozvitku APK Ukraini: kolektivha monografia. ed. Nestercuk U. O. Uman: Vidavec
Socinskii, Human, Ukraina. pp. 9-15.

Hoornweg, D., Bhada-Tata, Perinaz. (2012). What a Waste: A Global Review of Solid Waste Management. Urban
development. series; knowledge papers no. 15. World Bank, Washington, DC. p. 116.

Janka, W. Historia gospodarki odpadami. (History of waste management). Retrieved:
http://www.zgkim.zgora.pl/cms/images/pdf. Access: 9.01.2017.

Kociszewski, K. (2013). Ekologizacja polskiego rolnictwa a jego zrownowazony rozwoj w warunkach czlonkostwa w
Unii Europejskiej (Polish Greening agriculture and its sustainable development in terms of membership in the
European Union). Wyd. Uniw. Ekonomiczny, Wroclaw. p.402.

Kosieradzka-Federczyk, A. (2013). Priorytety Unii Europejskiej w gospodarowaniu odpadami (EU priorities in waste
management). Zeszyty Naukowe Wydzialu Informatycznych Technik Zarzadzania Wyzszej Szkoly Informatyki
Stosowanej i Zarzadzania. Wspolczesne Problemy Zarzadzania Nr 1. pp. 47-63.

Municipal Waste Generated by Country in Selected Years. Retrieved: http://ec.europa.eu/eurostat. Access:
9.01.2017.

Nagyova, L., Kosiciarova, I, Holiencinova, M. (2016). Sustainable Consumption of Food: A Case Study of Slovak
Consumers. Economic Science for Rural Development” No 43. pp. 167-174.

Pichtel, J., (2005). Waste Management Practices: Municipal, Hazardous, and Industrial, CRS Press, USA. p. 688.

Privitera,D. (2016). Describing the Collaborative Economy: Forms of Food Sharing Initiatives. Economic Science for
Rural Development” No 43, Jelgava, LLU ESAF, pp. 92-98.

Radziewicz, J. (2013). Smieci — powazny problem wspolczesnych metropolii. Rolniczy Magazyn Elektroniczny Nr 53.
CBR, Retrieved: http://rme.cbr.net.pl/index.php/archiwum-rme. Access: 10.01.2017.

Radziewicz, J., (2011). Problemy gospodarki odpadami w Polsce. Rolniczy Magazyn Elektroniczny nr 42, CBR.
Retrieved: http://rme.cbr.net.pl/index.php/archiwum-rme. Access: 9.01.2017.

Recycling Rate of Municipal Waste (2016). Retrieved: http://ec.europa.eu/eurostat. Access: 9.01.2017.

Rogall, H. (2010). Ekonomia zrownowazonego rozwoju. Teoria i praktyka (Economics of sustainable development.
Theory and practice). Wyd. Zysk i S-ka. p. 578.

Rozanska, B., Sobczyk, M. (2011). Infrastruktura komunalna w 2010 r. (Municipal infrastructure in 2010).
Informacje i opracowania statystyczne. GUS Warszawa. p.25.

Sklarzewska, M. (2016). Ogolne zasady postepowania z odpadami. Retrieved: www.ekoportal.gov.pl. Access:
9.01.2017.

Ustawa o odpadach z 14 grudnia 2012 r. Dz.U. 2013 poz. 21. (Waste Management Act of 14 December 2012).
Waste and Material Resources. (2016). Retrieved: http://www.eea.europa.eu/themes/waste. Access: 9.01.2017.

Zrownowazona produkcja i konsumpcja (Sustainable Production and Consumption). (2007). Srodowisko Europy,
Czwarty Raport Oceny, European Environment Agency. Retrieved:
www.eea.europa.eu/pl/publications/state_of_environment_report. Access: 30.12.2014.

L e-mail: barbara_golebiewska@sggw.pl 94



Proceedings of the 2017 International Conference "ECONOMIC SCIENCE FOR RURAL DEVELOPMENT” No 45
Jelgava, LLU ESAF, 27-28 April 2017, pp. 95-101
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Abstract. The research aim is to examine and assess the intensity and effectiveness of investment from the EU
Structural Funds and the Cohesion Fund in Latvia as a whole as well as in Zemgale region municipalities.

The research compared and assessed the intensity of investment of EU funds per capita in Latvia and CEE countries in
the period 2007-2016 and identified the effect on GDP growth. To assess the attraction of EU structural and cohesion
funding in Latvia, the following specific research tasks were set: to summarise and systemise information on changes
in the absorption of EU funding in Latvia, including that for the development of Zemgale region municipalities in the
period 2007-2015, to analyse the amount and intensity of absorption of EU structural and cohesion funding; to
perform a quantitative assessment of the effect of EU funding on the development of Zemgale region municipalities in

the period 2007-2015; to analyse the results of EU co-funded projects implemented in Zemgale region and the

intensity of absorption of EU funding by priority and by activity as well as if measured per capita.

Key words: EU funds, municipalities, CEE, Latvia, Zemgale region.
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Introduction

The most important regional development
problems that are typical of the whole territory of
the country relate to socio-economic disparities
across the regions, including an explicitly
monocentric and capital city-oriented pattern of
residence and economic activity and the
insufficient competitiveness of Latvia’s regions
and development centres (Regionalas politikas
. 2013).

According to the 2016 Report on the
Implementation and Achievement of the
Horizontal Priority “Macroeconomic Stability” in
2015 by the Ministry of Finance of the Republic of
Latvia, in recent years Riga as the capital city
attracted the greatest amount of funding from
the EU Funds - in 2015, the proportion of EU
funding disbursed in Riga statistical region was
approximately 32 % of the total, while the
disparities between Riga and the other regions
continued increasing in 2015 (Zinojums par
horizontalas... , 2016, p.14). This situation
prompted the authors to do an in-depth research
study within Zemgale region.

The research aim is to examine and assess
the intensity and effectiveness of investment
from the EU Structural Funds and Cohesion Fund
in Latvia as a whole as well as in Zemgale region

municipalities.

To assess the attraction of EU structural and
cohesion funding in Latvia, the following specific
research tasks were set:

e to compare the intensity of attraction of EU
funding in Latvia and CEE countries in the
period 2007-2016 and to identify the effect on
GDP growth;

e to summarise and systemise information on
the amount and intensity of absorption of EU
structural and cohesion funding for the
development of Zemgale region municipalities
in the period 2007-2015 and to describe the
enhancement aspects of attraction of EU
funding.

Research methods: document and project
analysis, comparative analysis, statistical analysis
and grouping. Municipalities were grouped
according to a classification of municipalities
developed by the Ministry of Environmental
Protection and Regional Development (MoEPRD).

Data on 22 municipalities and two cities of
Zemgale region were summarised, grouped and
assessed to perform a quantitative analysis. The
municipalities were divided into seven groups
(Table 1). The calculations did not take into
account the projects that were implemented in
Kurzeme

cooperation with Vidzeme or

municipalities as well as the capital city of Riga:

* Corresponding author. Ingrida JakusonokaTel.: +371 63024214. E-mail address: Ingrida.Jakusonoka@Ilu.lv. 95
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four ERDF projects, eight ESF projects and four
CF projects.

The research used the following information
sources: data of the management information
system (MIS) for EU funds, data provided by the
Ministry of Finance and the Ministry of
Environmental Protection and Regional
Development of the Republic of Latvia, data on
control of EU funding use that are summarised
and structured in databases available on
websites, data provided by the Central Statistical

Bureau of Latvia, research findings and papers by

Jelgava, LLU ESAF, 27-28 April 2017, pp. 95-101
researchers from the EU Member States, Eurostat
data etc.

The management information system for EU
funds collects information on the amounts of
funding received from the EU Funds (the
European Social Fund (ESF), the European
Regional Development Fund (ERDF) and the
Cohesion Fund (CF)), thereby providing a unified
data source that records and controls EU co-
funded projects and allows analysing their effects
on regional development broken down by

municipality and by region.

national scientists, research  papers by
Table 1
Zemgale region municipalities grouped for an analysis of the use of EU funds
s g . . s s Group

Group of municipalities Zemgale region cities and municipalities No
Regional level Zemgale 1
Development centres of national significance Jelgava, Jekabpils 2
Municipalities (with a development centre of
regional significance) with a population of more Dobele municipality 3
than 10000
Municipalities (with a development centre of
national significance) with a population of more Aizkraukle municipality, Bauska municipality 4
than 5000
Municipalities (without a development centre of
regional significance) with a population of more Jelgava municipality 5
than 10000
Municipalities (without a development centre of Municipalities of Auce, Iecava, Jaunjelgava,
regional significance) with a population of more Jekabpils, Koknese, Krustpils, Ozolnieki, Plavinas 6
than 5000 and Vecumnieki
Mur_1|C|paI|fc|es_ .(W'thOUt a developmel_'mt centre of Municipalities of Akniste, Nereta, Rundale, Sala,
regional significance) with a population of less than Skriveri d Viesi 7
5000 riveri, Tervete and Viesite

Source: authors’ construction based on the classification of the MoEPRD

The assessment was performed both in
absolute numbers (the total amount of support
disbursed in a territory) and in relative numbers
(per capita for a particular territory) for the
period 2007-2015, as well as the distribution of
EU funding was analysed by group of

municipalities.

Research results and discussion
Assessment of the results of
implementation of EU co-funded
projects

The effective use of EU funding is impossible
without performing regular assessments of the
absorption of the funding in terms of quality and

of the effects on the national economy and

regional development. A number of leading
researchers of the EU Member States pointed to
opportunities to actively stimulate
entrepreneurship in regions, shape an innovative
environment, reduce regional disparities and use
the EU Funds as instruments to achieve the
mentioned objectives (Grinevica L., Rivza B.,
Rivza P., 2016; Jankova L., 2013; Bulderberga
Z., 2014; Jakusonoka 1I., 2007; Rivza B.,
Kruzmetra M., Zaluksne V. (2016) et al.). Higher
effectiveness of Cohesion Policy investment is
possible in the Member States that are
implementing financial discipline, which allows

concentrating Cohesion Policy instruments on
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eliminating the disparities in development
(Jankava L., Jurgelane I., Auzina A., 2016).

The aims of preparing and implementing
public projects are the achievement of
sustainable development, rural or regional
development, reducing poverty, ensuring equal
opportunities, and other strategies and goals of
countries
2014).

Research studies on the effective use of EU

(V.Alekneviciene, J.Baranauskiene,

funds conducted in various EU Member States
have vyielded diverse results, which were
influenced by a number of aspects. A research
investigation done by Lithuanian scientists
allowed concluding that “whereas from the point
of permanent job cost, the most inefficient
investment was made into the development of
the production sector. In the short-term, (all
jobs) investments made in Lithuania into human
capital and the development of physical
infrastructure turned out to be the most efficient”
(A.Aleksandravicius, A.Raupeliene, 2014).

Table 2
EU funds attracted by the CEE
countries in the period
2007-2016
ceE countres | Eufundaper | EU funds o
Bulgaria 927 15.1
Croatia 305 3.0
ngﬂ)“ c 2496 15.9
Estonia 2592 16.6
Hungary 2529 22.9
Latvia 2298 18.6
Lithuania 2320 18.2
Poland 1768 15.7
Romania 960 10.8
Slovakia 2144 14.9
Slovenia 1988 10.6
CEE average 1848 14.8
Latvia +/-
against the + 450 + 3.8
CEE average

Source: authors’ construction based on Zinojums par
horizontalas..., 2016

The amount of funding from the European
Social Fund, the European Regional Development
Fund and the Cohesion Fund reached EUR 4.5
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billion in Latvia in the period 2007-2013, while in
the programming period 2014-2020 it could
reach EUR 4.418 billion.

In terms of attraction of EU funding in the
period 2007-2016, Latvia ranked second behind
Hungary among the Central and East European
countries; if measured as a % of GDP, the
amount of EU funds comprised 18.6 %, which
was 3.8 % more than the average in the CEE
countries (Table 2). The attraction of EU
structural funding (from the ERDF and the ESF)
and EU cohesion funding in the CEE countries if
measured per capita totalled EUR 1848; in Latvia
this figure was higher by EUR 450 and reached
EUR 2298 per capita.

The effects of EU funds were widely analysed
in conjunction with entrepreneurial activity
assessments at national level and GDP growth
broken down by region. After assessing the effect
of EU structural and cohesion funds on economic
growth in Latvia, the Ministry of Finance of the
Republic of Latvia concluded that in general in
the period 2011-2015, the contribution of the EU
funds to GDP growth was, on average, 1.3
percentage points (Zinojums par horizontalas...,
2016).

10.00

| . . - 74
/ 5.19 139
0.00 271 -

1.77 1.0
2009 20, 2011 2012 2013 2014 2015

/ 441
-10.00

-15.00

-20.00

———GDP growth under the scenario with EU funds, %

GDP growth under the scenario without EU funds (results of simulation), %

Source: authors’ construction based on Zinojums par
horizontalas...., 2016

Fig. 1. Effects of EU structural and cohesion
funds on GDP growth in Latvia in the period
2009-2015

The total budget of 855 projects, examined in
the research, that were implemented in Zemgale
region municipalities was equal to EUR 815.3
million; the EU co-funding rate was, on average,
60 % of the total project budget and the EU co-
funding per capita reached EUR 1693. However,
the amounts of attracted EU funding considerably

varied across various groups of municipalities.
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Two development centres of national significance
(Jelgava and Jekabpils - the second group of
municipalities) accumulated EUR 197.4 million
(Figure 2) or 40.5 % of the total EU co-funding in

Jelgava, LLU ESAF, 27-28 April 2017, pp. 95-101
the region, while the remaining 20 municipalities
(3-7" groups) attracted EUR 289.6 million or
59.5 %.

162.6

197.4
1 0.8

0] 50 100

Regional level

2 Development centres of national significance

3 more than 10000
4

more than 5000
> more than 10000
6

more than 5000
7

less than 5000

150 200 250

Municipalities (with a development centre of regional significance) with a population of
Municipalities (with a development centre of national significance) with a population of
Municipalities (without a development centre of regional significance) with a population of
Municipalities (without a development centre of regional significance) with a population of

Municipalities (without a development centre of regional significance) with a population of

Source: authors’ calculations based on EU funds..., 2015, esfinanses.lv.

Fig. 2. EU co-funding disbursed in the groups of municipalities in Zemgale region
in the period 2007-015, min. EUR

A report by the MoEPRD "“Assessment of the
Effect of EU Funds on the Development of
Territories of Latvia in the Period 2007-2013" has
noted that the recipients of EU co-funding
pointed to various activities that are necessary in
order to effectively attract various investors.
These activities have to contribute to the
following fields (ordered by relevance): repairs
and construction of motor roads; construction of
structures and

engineering networks,

communications;  construction of buildings;

establishment of business incubators,

technological parks and industrial parks;
construction and repairs of internal roads within
facilities and around the facilities; and
enhancement of building infrastructure (ES
fondu..., 2016).

The number of accepted projects per 10000

capita was calculated to identify the activity of

attraction of EU co-funding (Figure 3). The group
of municipalities that had a development centre
of regional significance and a population of more
than 10000 prevailed in submitting quality and
acceptable projects (35.9 projects), which was
followed by the group of municipalities that had
no development centre of regional significance
and had a population of less than 5000 (31
projects) and the group of municipalities that had
no development centre of regional significance
and had a population of more than 5000 (29.6
projects). However, the projects co-funded by
the ESF and the CF were most actively
implemented by the 7th group of municipalities
that had no development centre of regional
significance and had a population of less than
5000 (Figure 3). The intensity of attraction of EU
co-funding is best characterised by investment
per capita and the total budget of implemented
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projects, including the amount of funding from
the EU Funds (the ERDF, the ESF and the CF)

Jelgava, LLU ESAF, 27-28 April 2017, pp. 95-101
invested in achieving various socio-economic

performance indicators.

1 | | |
7
6 <‘
5
M ERDF
il
~‘ bd ESF
3 0.4
W o CF
2
1
T T T
0.0 10.0 20.0 30.0 40.0 50.0
Regional level
2 Development centres of national significance
3 Municipalities (with a development centre of regional significance) with a population of more
than 10000
4 Municipalities (with a development centre of national significance) with a population of more
than 5000
5 Municipalities (without a development centre of regional significance) with a population of more
than 10000
6 Municipalities (without a development centre of regional significance) with a population of more
than 5000
7 Municipalities (without a development centre of regional significance) with a population of less

than 5000

Source: authors’ calculations based on EU funds..., 2015, esfinanses.lv.

Fig. 3. Number of EU co-funded projects per 10000 capita in Zemgale region municipalities
in the period 2007-2015

The authors’ research allowed finding that 258
or 30 % of the 855 projects implemented in
Zemgale region were implemented under the
programme “Entrepreneurship and Innovation”,

110 - under the programme “Human Resources

while 487 -

programme “Infrastructure and Services”.

and Employment”, under the
The intensity of attraction of EU co-funding
per capita for the groups of municipalities is

presented in Table 3.
Table 3

Intensity of implementation of EU co-funded projects per capita in the groups of

municipalities of Zemgale region, EUR

ERDF co-funded projects ESF co-funded projects CF co-funded projects
Groups of total project :gF:::t total project
municipalities |, gqget per | incl. the ERDF buﬁ:l cJet o | incl- the ESF budget per incl. the CF
capita ca?pit: capita
1 25.76 21.85 10.99 9.36 0 0
2 2411.40 1681.29 106.49 52.47 1345.0 548.03
3 1706.45 821.41 14.29 12.68 309.0 209.86
4 1163.99 769.98 21.61 19.75 594.0 343.69
5 436.13 269.26 17.27 16.06 836.0 623.86
6 1198.93 782.28 19.15 16.45 3012.0 1660.30
7 1737.77 1179.76 45.08 42.88 454.0 273.15

Source: authors’ calculations based on EU funds..., 2015, esfinanses.lIv.

A comparison of the per-capita amounts of

funding from the EU Funds (the ERDF, the ESF

and the CF) invested in projects in Zemgale

region municipalities with the CEE average, which
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was EUR 1848 per capita in the period 2007-
2015, shows that this indicator was 23 % higher
in the development centres of national
significance (Jelgava and Jekabpils), while in the
group of municipalities that had no development
centre of regional significance and had a
population of more than 5000 it was 33 %
higher; the other groups of municipalities
considerably lagged behind (Table 4).

The targets of the horizontal priority
“Balanced Territorial Development” co-funded by
the EU Funds can be achieved by taking into
account the potential and ability of municipalities
to create a higher value-added and a positive
effect in the future. To promote the contribution
of the EU Funds to exports in the programming
period 2014-2020, the operational programme
“Entrepreneurship and Innovation” was
supplemented with two sub-activities (sub-
activity 2.3.1.1.1 “Access to International Trade
Markets - External Marketing” and sub-activity
2.3.1.1.2 “Access to International Trade Markets
- Strengthening the International
Competitiveness of Industries”) as well as activity
2.3.2.3 “Cluster Programme” whose purpose is to
facilitate access to international markets and
promote cooperation among earlier unrelated
businessmen and research, educational and other
institutions,  thereby contributing to the
competitiveness of industries and businessmen
as well as exports (Zinojums par horizontalas...,
2016).

Recipients of EU co-funding submit reports in
accordance with Cabinet regulation No. 1 238
“Procedures for the Control and Assessment of
Introduction of the European Union Funds”; the
timely summarisation and examination of the
reports allows analysing the results achieved for
the entire current programming period and
implementing the principles of distribution of
funding, which directly contribute to achieving
the targets set by the horizontal priorities and

allow measuring returns on investment and,
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subsequently, direct the investments to projects
with higher returns.

Table 4
Intensity of attraction of EU
funds (per capita) in Zemgale
region in the period 2007-2015
compared with the CEE average
Groups of total EU co- per as a % of
municipali | funding, min. | capita, the CEE
ties EUR EUR average
1 0.8 31 1.7
2 197.4 2282 123.5
3 23.5 1044 56.5
4 39.8 1133 61.3
5 22.8 909 49.2
6 162.6 2459 133.1
7 40 1496 81.0

Source: authors’ calculations based on esfinanses.lv.

Conclusions

1) In terms of attraction of EU funding in the
period 2007-2016, Latvia ranked second
behind Hungary among the Central and East
European countries; if measured as a % of
GDP, the amount of EU funds comprised
18.6 %, which was 3.8 % more than the
average in the CEE countries. The attraction of
EU structural funding (from the ERDF and the
ESF) and EU cohesion funding in the CEE
countries if measured per capita totalled EUR
1848; in Latvia this figure was higher by EUR
450 and reached EUR 2298 per capita.

2) A comparison of the per-capita amounts of
funding from the EU Funds (the ERDF, the ESF
and the CF) invested in projects in Zemgale
region municipalities in the period 2007-2015
with the CEE average shows that this indicator
was 23 % higher in the development centres
of national significance (Jelgava and
Jekabpils), while in the group of municipalities
that had no development centre of regional
significance and had a population of more
than 5000 it was 33 % higher; the other
groups of municipalities considerably lagged
behind.

3) The timely summarisation and examination of

the reports allows analysing the results

! Corresponding author. Ingrida JakusonokaTel.: +371 63024214. E-mail address: Ingrida.Jakusonoka@Ilu.lv. 100




Proceedings of the 2017 International Conference "ECONOMIC SCIENCE FOR RURAL DEVELOPMENT” No 45
Jelgava, LLU ESAF, 27-28 April 2017, pp. 95-101

achieved for the entire current programming Transformation, Smart Growth, Governance and
period and implementing the principles of Legal Framework for the State and Society for
distribution of funding, which directly Sustainable Development - a New Approach to
contribute to achieving the targets set by the the Creation of a Sustainable Learning
horizontal priorities and allow measuring Community (EKOSOC-LV)” - sub-project 5.2.3
returns on investment and, subsequently, “Rural and Regional Development Processes and
direct the investments to projects with higher Opportunities in Latvia in the Context of
returns. Knowledge Economy”.
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DEVELOPMENT OF THE MANAGEMENT RECOMMENDATIONS FOR THE ACCOMPANYING

ADMINISTARTIVE TERRITORIES: CASE OF RIGA
Inga Jekabsone!, Dr.admin.cand.; Biruta Sloka?, Dr.oec., professor; Ansis Grantins®, PhD student

Abstract. An accompanying administrative territory or satellite town is a concept in urban planning that refers

essentially to smaller metropolitan areas that are located somewhat near to but are mostly independent of larger

metropolitan areas. Taking into account the rapid social economic development of satellite towns, which leads to the

population growth in these municipalities, it is important to ensure the well-being for their citizens. The studies have

proved that society well-being is directly related to the involvement of citizens in decision-making processes. In this

context, it is important to ensure the management of the municipality where citizens are playing important role.

Especially, it is important in satellite towns where society participation level and local patriotism is relatively low.

However, the theoretical management issues of satellite towns are not analysed properly in scientific literature. Mostly
researchers focus on spatial planning of these territories.

The aim of the paper is to propose possible management guidance for accompanying administrative territories of Riga

based on case study approach.

Within this research, the analysis of scientific publications and scientific research are carried out;
qualitative and quantitative research methods, including grouping, graphic analysis, expert survey, semi-
structured interviews, focus group method, and case study are applied.

The main results and conclusions of the paper: based on the designed methodology on identification of
accompanying administrative territories, 25 accompanying administrative territories around Riga were
determined. One of the accompanying administrative territories - Salaspils municipality - was analysed
from different perspectives (well-being indicators, public services, citizens’ engagement etc.). The

authors have provided management guidance for accompanying administrative territories on citizens’
engagement, public service provision, and budgeting process.

Key words: municipalities, accompanying administrative territories, management, recommendations.
JEL code: 131, 138, H75, H83

Introduction

During the last decades, importance of local
governance in promotion of citizen well-being has
been stressed, because particularly the local
governance has direct links with citizens - both
informative and financial. In addition, nowadays
the governance of i.e. metropolitan suburban
areas or accompanying administrative territories
is very outstanding, considering the rapid
changes in socio-economic development of these
territories, growth of population in these
territories and other factors. In contrast to
others, accompanying administrative territories
have strong linkage to metropolis - large part of
citizens of accompanying administrative
territories work, study or have leisure activities in
metropolis, whereas in their hometown they
receive only certain services and have weak
engagement in decision-making in municipality.

This kind of situation has also developed in Riga

accompanying territories - it is a huge challenge
for these municipalities to build such a
management that would promote citizen well-
being, engage citizens in decision-making and
foster local patriotism.

The history of accompanying administrative
territories has been extensively studied (Thomas,
1997; Merlin, 1980; Zyari, 2006; Zamani & Arefi,
2013);

accompanying

however, the experiences of

administrative  territories in
Central and Eastern Europe have only recently
been brought into focus (Prasca & Olau, 2013;
Young & Kaczmarek, 2008; Kissfazenas, 2015).
Nevertheless, in scientific literature by now
there is not much attention paid to challenges of
suburban management. More emphasis is placed
particularly on issues of environment, spatial
planning and provision of infrastructure in these
territories that are related to metropolis (e.g.
Rumbakaite, 2012; Rumbach, 2014; Liquan &
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Junging, 2016). Taking into consideration that
almost 400 thousand inhabitants of Latvia® live in
accompanying administrative territories of Riga
and this number is continuously growing, it is
crucial to ensure effective exchange of
information upon topicalities in municipality,
needs-oriented public services, including
municipal events, as well as decision-making
process in municipality, which is transparent for
everybody.

The aim of the paper is to propose possible
management  guidance for accompanying
administrative territories of Riga based on the
case study approach.

In order to achieve the aim, the following
tasks are formulated:

1) to present the possible methodology on
determination of the accompanying
administrative territories;

2) to analyse the management issues of typical
accompanying administrative territory (case
study of Salaspils municipality);

3) to provide the management guidance for the
accompanying administrative territories based
on the results of the case study.

The research object are accompanying
administrative territories.

Within this research, the analysis of scientific
publications and scientific research are carried
out, qualitative and quantitative research
methods, including grouping, graphic analysis,
expert survey, semi-structured interviews, focus
group method, case study are applied.

During the research, the answers to following
questions would be found.

e Does public involvement in decision-making
influences the level of citizen well-being?

e Which well-being aspects should municipality
affect in promotion of higher level of well-
being?

The theses to be defended as results of the

research outcomes:

* According to the data of the Office of Citizenship and Migration Affairs, |
397 323 inhabitants live in Riga’s accompanying administrative territories
as of 01.01.2016.
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1) Public well-being is affected by relationships
with municipality. Therefore, the promotion of
citizen well-being management of Riga

accompanying administrative territories
should be based on public involvement, co-
responsibility and reflective communication
principles.

2) By performing its functions, the municipality
should pay particular attention to such
subjective well-being forming areas like

health,

infrastructure, culture and sports, private

education and development,

activities and initiatives.

Research results and discussion
1. Determination of the accompanying
administrative territories of Riga

Most often accompanying administrative
territories are referred to as satellite towns,
populated places belonging to metropolitan
agglomeration that are connected to metropolis
in terms of transport, economy, commuting etc.
links (State Regional Development Agency,
2009). The main characteristic of such towns is
strong linkage to metropolis, around which these
administrative territories have been established.
centre  of

Between satellite towns and

agglomeration there exists substantial
commuting - a big share of inhabitants living in
satellite towns work, study and spend their
leisure time in metropolis (Golany, 1976; Mengyi,
2011).

The above mentioned characteristics of
satellite towns in case of Latvia most prominently
can be observed in Riga agglomeration. By
analysing Riga agglomeration territory, one can
conclude that in daily commuting realm of Riga is
included territory, which encloses almost whole
former Riga district, Jurmala and Jelgava cities,
the biggest part of Ogre district and separate
rural parts of Limbazi, Bauska, Jelgava and
Tukums districts. Riga city’s range of impact does
not include whole Riga Planning Region - remote
parts of former Limbazi and Tukums districts are
not included. Riga city’s range of impact includes
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not only local rural municipalities, but also other
bigger cities - republican level cities like Jurmala
and Jelgava, former district centre Ogre and
several smaller satellite towns. Jelgava city has
two-fold situation -as the centre of Zemgale
region it has to recon with the fact that big share
of its inhabitants and enterprises have daily links
with Riga (State Regional Development Agency,

2009).

Taking into consideration that there are many
definitions of accompanying administrative
territories, in case of Latvia these are defined as
districts and republican cities, which are situated
within a reachable distance from metropolis Riga,
which they have close economic and social links
with. These administrative territories have bigger
challenges in contrast to other administrative
territories in promoting citizen well-being, taking
into consideration rapid socio-economic
development, relatively weak municipality links
with public as well as low level of local patriotism.

In order to determine Riga accompanying
administrative territories, it is considered that
those are administrative territories included in
agglomeration of Riga, which have a pronounced
characteristic of orientation towards the centre of
agglomeration (Riga), considering different
indicators:

1) amount of inhabitants and intensity of
commuting to Riga in 2014  from
administrative territories, based on personal
income tax;

2) reachability of territories from Riga.

Territories calculated to be accompanying
administrative territories of Riga and territories
which are included in the zone of influence of
Riga, but are not its accompanying administrative
territories are displayed in Figure 1.

In accordance with the methodology
2016), 25

accompanying administrative territories of Riga

developed (Jekabsone et.al.,
have been identified: Babite district, Marupe
district, Kekava district, Stopini district, Salaspils
district, district,

Carnikava Olaine district,
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Garkalne district, Ikskile district, Jurmala,
Baldone district, Adazi district, Ropazi district,
Saulkrasti district, Seja district, Incukalns district,
Ogre district, Iecava district, Jelgava, Kegums
district, Vecumnieki district, Ozolnieki district,
Sigulda district, Krimulda district, Lielvarde
district.
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Source: author’s calculations based on the State Revenue
Service and public transport data (as of 01.10.2015)

Fig. 1. Riga accompanying administrative
territories: results of calculation

2. Analysis of the management issues
of accompanying administrative
territories

In order to highlight the possible management
issues of accompanying administrative territories,
the self-assessment of the mayors of Riga
accompanying administrative territories on
management of municipality (Central Statistical
Bureau, 2013) was analysed. It can be concluded
that compared with the average situation in
Latvia, the mayors of Riga accompanying
administrative territories are in stronger positions
in the following issues: the chairmen of local
governments should be directly elected, the
number of members of the local government is
too big. The leaders of Riga accompanying
administrative territories on average evaluated
higher the performance of health care
institutions, social care institutions as well as
sports institutions and public policy institutions.

In turn, schools and pre-school educational
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institutions were assessed by them lower than on
average in Latvia. In case of assessment of the
overall functioning of the municipal
administration, the leaders of accompanying
administrative territories of Riga assessed it
slightly higher than the average in Latvia.

In addition, if the situation of citizens’

engagement in the overall Latvia was compared
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with Riga accompanying administrative
territories, it could be concluded that in Riga
accompanying administrative territories the
involvement of society in in decision-making
processes is lower. Trend indicators show that
the involvement in decision-making processes
has increased during the last years, however it is

still insufficient and should be improved (Fig. 2).

Riga accompanying
administartive territories

OHigh
B Medium
OLow

Latvia

OVery high
E High

O Medium
OLow
HVery low

Source: Central Statistical Bureau, 2013

Fig. 2. The assessment of mayors of municipalities of participation of society in decision-making
processes(% of the nhumber of municipalities)

In order to analyse in depth the management
issues of the accompanying administrative
territories the case study approach was used.

During the last decades scientists employ case
study analysis in order to create theoretical
concepts upon various processes (Edmonson et
al., 2001) and internal organisation (Galunic &
Eisenhardt, 2001; Gilbert, 2005). Main reason of
popularity of this approach is that this is one of
the best (if not the best) method, which ensures
link between absolute qualitative proof and main
deductive studies (Eisenhardt & Graebner, 2007).

In order to carry out the case study analysis,
a set of sequential steps is applied, according to
which case study analysis s
(Figure 3).

In order to choose the appropriate case study,

performed

which could serve as a basis for development of
guidelines for management of Riga accompanying
administrative territories, the following criteria

were put forward:

1) it is one of the 25 identified accompanying
administrative territories of Riga, according to
the developed methodology;

2) according to calculated Well-being index
(Jekabsone et al., 2016), the objective well-
being level of this administrative territory
should not have extreme values, i.e. well-
being index should be between medium high
to medium low;

3) the functions carried out by municipality and
offered services should be broad enough,
which could provide with information about
ability of municipality to affect different public
well-being aspects;

4) there should be political and administrative
management support in order to carry out in-
depth study of municipality, which would allow
to have manifold data.
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Amnalysis and synthesis
of results

Source: author’s compilation, adapting Yin (2013)

Taking into consideration all the criteria set

above,

appropriate Riga accompanying administrative

Salaspils municipality was chosen as

Overview of case study
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Recommendations

analysis.

Fig. 3. Set of sequential steps for case study analysis

administration to analyse well-being level in
municipality as well as ability of municipality to

improve it.

territory, concerning the political will and will of

Table 1

The description of main well-being indicators in Salaspils municipality

Well-being indicator

Situation in

Description of situation in Salaspils

(number of answers) Salaspils*
“ ) e . There are compliant educational institutions and high-quality schools
Education/ training” (249) Medium in sufficient numbers.
“ " There is no access to high quality medical care and a good, qualified
Health” (234) Bad physician.
“Employment/ economic Bad Inadequate salaries. High taxes. Two adults cannot earn enough to
activity” (216) be able to pay all expenses.
“Infrastructure” (178) Bad Bad infrastructure. There is no pedestrian crossing on the highway.
(li(;';;"re/ culture/ sport Good Opportunity to engage in things like that you like.
(igT)"y life/ relationship Good Family traditions and values are tended.
“Private activities and Good Possibility of organizing sports events, to take up the initiative, to
initiatives” (122) adopt healthy lifestyle, to establish organizations.
“Alimentation” (96) Bad Available malnutrition. Insufficient funds until the next salary.
(g\g;ess to means of living Bad Inability to sustain yourself.
“ - . Available residence. Good living conditions (warm, spacious
Housing” (78) Medium dwelling). Available apartments for the disabled persons.
“Environmental equlibrium” Promotion of material recycling. There is a possibility to participate in
(67) q Medium joint work. Ecologically clean environment. Access to clean water
reservoirs with the possibility of swimming.
“Management. finances and Political life is poor, high levels of corruption. No cues for
or anigation o’f municipality” | Medium kindergartens. Insufficient attention to other security measures in the
(6?1) pality social field. Big bureaucracy. Formal participation in decision-making
processes.
“ " . The possibility of self-improvement. Personal time devoted to hobbies
Personal development” (63) | Medium and non-formal education. People feel the need for the development
“"Commitment in society” Good Helping others, donating, participating actively in the political
ecision-making processes.
(62) decisi ki
“physical safety” (60) Medium Preventive work for safety is carried out. The road safety is

improved, including the safety of pedestrians. Salaspils is safe.

*assessment of situation: very bad, bad, medium, good, very good
Source: Results of analysis of 25 homogenous groups in Salaspils - results gained from 3 meetings. September, 2010
until May 2011(from 2867 answers)
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During the case study research in Salaspils
municipality, the SPIRAL methodology for
measurement of subjective well-being indicators
was approbated based on Jekabsone & Sloka
(2014). The methodology allowed building of
different well-being indicators covering whole
spectrum of well-being concept. All developed
indicators were assessed by the citizens of
municipality (from very good to very bad). By
using focus group method, a total of 65
indicators was developed, main indicators of
which are symmarised in Table 1.

Main conclusions regarding the case study
analysis (well-being indicators research) of
Salaspils district municipality are as follow.

e Research results showed that well-being
concept is complex, it contains various
aspects - both material and immaterial (like
ability to

develop, build relationship,

implement one’s initiatives, to build
constrictive dialogue with municipality - wide
range of well-being indicators proves that).

e Municipality can affect different subjective
well-being aspects of its citizens (e.g. well-
being indicator “Education/ training”).

e Well-being of citizens of municipality is linked
with ability to get involved in decision making
process (well-being indicator “Management,

finances and organization of municipality”).

3. Development of the management
guidance for the accompanying
administrative territories

After analysing the experience of Salaspils
district municipality, the recommendations for
accompanying administrative territories of Riga
were developed in the following areas:

e community platform or forming of the Local
support group;

e defining the methodology for well-being
evaluation and improvement;

e public involvement in decision-making and
incorporation of principles of well-being
promotion in development of municipal

planning documents;

Jelgava, LLU ESAF, 27-28 April 2017, pp. 102-109

e public involvement in budget making process;

e citizen involvement in public services
development.

Based on Salaspils municipality’s experience
for development of more effective dialogue
between municipality and public, it is suggested
to organise a union of public organisations, where
the main non-governmental organisations,
interest groups and associations of municipality
would be represented (Local Support Group). In
contrast to advisory councils, which are being
convened upon solving particular issues, this
union would have broader mandate -
municipality would organise regular (once or
twice a month) meetings with this union, they
would have an opportunity to address unclear
issue as well as to make proposals. In addition,
during these meetings task force for organising
certain activities would be formed, as well as
results of such joint activities would be
presented.

Municipalities have ability to directly influence
the well-being of their citizens, providing services
to them. In order to develop services,
municipality citizens are satisfied with, it is
necessary to involve them in development of
these services. Usual practice in municipalities is
to involve citizens in evaluation of services,
however, in order to have a greater effect it
would be necessary to engage public in earlier
phases of service development - in planning,
implementation and development.

It is important to involve public also in
budgeting process,

thereby ensuring

implementation of financial  accountability
principles and confidence building towards
municipality. It would be necessary to involve
Local Support Group into this process, which
provides its own proposals upon the budget

topicalities of the upcoming year.

Conclusions, proposals,
recommendations

1) In comparison with other administrative

territories for municipalities of accompanying
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4)
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administrative territories, it is very crucial to
improve the dialogue with citizens, taking into
consideration their strong links with the city
(metropolis) and socio-economic
development. Therefore, in order to improve
social well-being, the management of
accompanying territories shall be based on
principles of public involvement, co-
responsibility and reflective communication.
Here it is important to have continuous
political will for having public participation.
During the research, the methodology for the
definition of accompanying administrative
territories of Riga was provided. Based on the
amount of inhabitants and intensity of
commuting to Riga and reachability of the
territories from Riga, 25 accompanying
administrative territories of Riga were defined.
Within the scientific literature, there is a little
focus on i.e. management of accompanying
administrative territories. More often these
territories are discussed from the territorial
development point of view. In such situations
when the problem in theoretical literature has
been little explored, one of the best
approaches is to develop a theory according to
case study analysis that enables to form
theoretical constructions, recommendations
stemming from empirical data which are
based on case study analysis.

During case district

study in Salaspils

municipality, the following answers to
research questions were found

Does public involvement in decision-making
influences the level of citizen well-being?
Study results showed that involvement in
decision-making is one of the key subjective
well-being indicators (14™ place out of 65
subjective well-being indicators for Salaspils).
Therefore, there is a sufficient ground to claim
that citizen involvement in decision-making
increases the level of well-being.

Which well-being aspects municipality should

affect in promotion of higher level of well-
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being? The study concerning Salaspils district
municipality, where the link between the
municipal functions and services and main
subjective well-being indicators that were
elaborated by citizens was analysed, showed
that municipality should more focus on such
sectors like improving of infrastructure,
culture, sports and educational services, social
and health services diversification. At the
same time, paying attention to involving
citizens in improving of those services,
thereby contributing to the implementation of
those initiatives and involvement society in
taking of important municipal decisions, which
are crucial aspects of subjective well-being,

too.

5) The theses to be defended were confirmed.

Management of accompanying administrative
territories significantly affects the well-being
of its «citizens. The well-being indicator

"Municipal management, finance and
organization" has been rated as one of the
most important indicators of subjective well-
being (14th place out of 65 subjective well-
being indicators in Salaspils municipality). In
comparison to other administrative territories,
for municipalities of accompanying
administrative territories it is very crucial to
improve the dialogue with citizens, taking into
consideration their strong links with city
(metropolis) and socio-economic
development. Therefore, in order to improve
social well-being, the management of
accompanying territories should be based on
principles of public involvement, co-
responsibility and reflective communication.
Here it is important to have continuous

political will for having public participation.

6) The recommendations to Riga’s accompanying

administrative territories:

according to the proposed methodology, to
establish a community platform or the Local
Support Group, which would unite non-

governmental organisations of municipality,
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leaders of interest groups and which could be e to include the principles of citizen well-being
used to establish a dialogue with public as well promotion in municipal planning documents;
as involve them in implementation of e to ensure citizen involvement in budgeting
particular activities, decision-making and process;

development and improvement of services; e to promote forming of community networks,
to consider possibility of carrying out a strengthening of the current NGO capacity, as
subjective  well-being  study within a well as promoting the establishment of new
municipality; it would be advisable to NGOs.

implement such studies along with the The paper was supported by the National
development of the new Development Research Program 5.2. EKOSOC-LV

planning programme (every 5-7 years) or

election of new municipal council (every 4

years);
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METHODOLOGY FOR THE DETERMINATION OF PERI-URBAN AREAS ON THE BASIS OF
DATA OF LAND TYPE AND USE BY EXAMPLE OF THE TOWN OF TARTU
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Abstract. Development processes take place everywhere, but they are more observable in urban areas and peri-

urban areas. Regulations for urban areas are usually well developed, but the situation is less clear for peri-urban

areas. Peri-urban areas sometimes have land use conflicts, or competition for the land occurs. Meanwhile, it is quite

problematic to determine where the peri-urban area ends and the rural area begins. The aim of the paper is to

propose a method for the determination of the peri-urban areas around the town of Tartu according to data of land use

types and land use. The study was carried out around the town of Tartu in Estonia. Ten buffer zones have been

created; each buffer zone was two kilometres in width. Cluster analysis was used. It demonstrated that the first two

zones differ from others and the width of the peri-urban areas around Tartu is about four kilometres.

Key words: peri-urban area; cluster analysis; Estonia.
JEL code: R11, Q15

Introduction

Urbanization, urban sprawl and changes in
peri-urban areas are topics that have frequently
been covered by different authors. Polarization of
territory between urban and rural areas is still an
important question. Quite often the authors
handle the

phenomenon

urbanization as a negative

because it represents an
unfavourable impact on natural resources,
economic health and community character
(Wilson et al., 2003). The conflicts between
agricultural use and other usages have also been
& Anderson, 2001;
Maasikamde et al., 2011; Maasikamde et al,.
2014).

The concept of peri-urban areas is nuanced.

discussed  (Heimlich

This area is neither urban nor purely rural in the
traditional sense (OECD, 1979); it is a mixed
area under urban influence but with a rural
morphology (Caruso et al., 2001). Urbanization
occurs when rural lifestyles are replaced by urban
ones (Antrop, 2000). The parameters describing
the peri-urban areas fall into different categories.
It is possible to distinguish physical, social and
economic aspects of variables that characterize
the peri-urban areas (Budiyantini & Pratiwi,
2016).

The identification of the spatial context of
peri-urban areas is complex and therefore it is
problematic to determine where the urban

settlement area ends and the peri-urban area

starts. Peri-urban areas have been spatially
defined by different authors. For instance, Dutta
(2013) has presented transformation classes
between rural and urban areas as natural, rural,
transitional and urban. Rakodi (1999) said that
peri-urban areas are the transition zone between
fully urbanised land in cities and predominantly
agricultural areas. This type of area is
characterised by mixed land uses and
indeterminate inner and outer boundaries, and
typically is split between a number of
administrative areas. Ravetz et al. (2013) defines
peri-urban areas as a new kind of multifunctional
territory which is determined by relatively low
population density, scattered settlements, high
dependence on transport for commuting,
fragmented communities and lack of spatial
governance. According to the PLUREL project, the
peri-urban area is defined as the area between
the urban settlement and the rural hinterland
(Piorr et al., 2011).

The determination of peri-urban areas may
depend on the usage of selected indicators.
Several authors have used landscape metrics,
socio-economic indicators or a combination of
both (de Ferreiro et al., 2016; Budiyantini &
Pratiwi, 2016).

Some previous studies exist on this topic for
Estonia. For example, Roose et al. (2013)
focused on land wuse policy directed at

suburbanization on the basis of the spatial
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analysis of land use. The spatial extent of urban
development follows the borders of the five
adjoining municipalities of Tartu, which were
defined as a peri-urban zone. They used
cartographic and landscape metrics analysis for
exploring land use processes and dynamics.
Additionally, they used master plans and thus the
processes in the peri-urban zone can be well
tracked.

One of the features of the peri-urban areas is
that different land use types compete for land.
For example, agricultural producers are
interested in the continuation of farming, while
real estate developers want to convert the
agricultural land into built-up land. The peri-
urban area is also vulnerable to uncontrolled
development, which can have a negative impact
on the use of agricultural land (Maasikamée et
al., 2011). Furthermore, the need to protect
valuable agricultural land against vulnerable
activities, including in peri-urban areas, has been
under discussion in Estonia (Maasikamae et al.,
2014).

The geographical determination of peri-urban
areas is challenging. For that reason, the focus of
this study is on the physical aspect of the peri-
urban areas. The data about land use types and
land use have been analysed. The aim of the
paper is to propose a method for the
determination of the peri-urban area around the
town of Tartu according to the data of land use
types and land use. There are two research
questions: /) is it possible to use cluster analysis
for determination of the difference between peri-
urban and rural areas around the town of Tartu,
and ji) are there some differences between land
use types and land use in peri-urban and rural
areas around the town of Tartu?

The paper is structured as follows: first, the
methodology of the study is introduced; second,
the result and discussion are provided; third, the
conclusion, proposals and recommendations are

presented.

Jelgava, LLU ESAF, 27-28 April 2017, pp. 110-117
Methodology

The study was carried out using the
surroundings of the town of Tartu in Estonia.
ArcGIS and Statistica (version 13) software were
used for the study.

Tartu is situated in Southern Estonia. The
location of the study area is presented in
Figure 1. Tartu, with its population about
100,000 in an area of 38.9 square kilometres, is
the second largest city in Estonia. The urban area
of Tartu consists of the central city of Tartu and
of five neighbouring parishes. The population of
Tartu’s urban area is 120,929 (2014), of which
81 % live in the town of Tartu. The population of
the area has been growing particularly in
suburban areas. According to the analysis of the
demographic development in the past 20 years,
Tartu has undergone a process of demographic
decentralization and suburbanization (City of
Tartu, 2015).

Source: author’s compilation based on the Estonian
Topographic Database

Fig. 1. Location of the town of Tartu

The implementation of cluster analysis for the
determination of the differences between peri-
urban and rural areas was the main idea of the
methodology. It was assumed that the indicators
that describe the land use types and land use in
the peri-urban area differ from rural area.
Furthermore, it was predicted that the cluster
analysis would make separate clusters for peri-
urban and rural areas.

For that purpose, the first 10 buffer zones
were created around the town of Tartu. The width
of the zones is two kilometres. The schematic
location of the buffer zones around the town of
Tartu is presented in Figure 2.

The following digital maps from the Estonian

Land Board were the main data sources for
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calculation of the indicators that described the

data about land use types and land use

characteristics in particular zones:

e the Estonian Topographic Database provided
data about the land wuse types (on
01.01.2016);

e the map of cadastral boundaries provided data
about location of boundaries and the intended
purpose of the parcels (on 01.01.2016).

10(9(8{7(|6(5(4(3({2

Source: author’s compilation based on the Estonian
Topographic Database

Fig. 2. Buffer zones around the town
of Tartu

For the characterization of land use types and
land use by zones, all land objects (for example,
parcels) were related to a particular zone.
However, it happened that some objects were
locating simultaneously in two zones because the
zone boundaries and object boundaries did not
match exactly. The belonging of objects to a
particular zone has been determined by the
location of their centroids in the zones.

The competition for land between agricultural
land use and non-agricultural land wuse is
characteristic for the peri-urban areas. For that
reason the main indicators that characterised the
use of agricultural land (e.g. percentage of arable
land) were selected on the one hand. The
indicators that characterised the built-up land
(e.g. percentage of residential land) and
transportation land were used in the study on the
other hand.

The indicators of the zones surrounding the
town of Tartu can be divided into two groups. The

first group of indicators has been used for cluster
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analysis and the following indicators for each
zone were calculated:

e percentage of profit-yielding land (hereinafter
AFL.rat);

e percentage of residential land (hereinafter
REL.rat);

e percentage of transportation land (hereinafter
TRL.rat);

e percentage of arable land
ArL.rat);

e average size of the profit-yielding land parcels

(hereinafter

(hereinafter AFL.area);

e average size of the residential land parcels

(hereinafter REL.area);

e average size of the arable land plots

(hereinafter ArL.area);

o density of the road network (km/km?)

(hereinafter DeRN).

The percentage of profit-yielding land
(AFL.rat), the percentage of residential land
(REL.rat) and the percentage of transportation
land (TRL.rat) were calculated by dividing the
total area of parcels of particular type of intended
purpose of land in the zone by the total area of
that zone and multiplying by 100. Formula 1
describes the general procedure for those

calculations.

X.rat=S.cad/S.zonex100 (1)

Where:

X.rat is the percentage of land of intended
purpose in the zone (AFL.rat, REL.rat or
TRL.rat);

S.cad is the total area of parcels of a particular
type of intended purpose of land in the zone and

S.zone is the total area of a particular zone.

A similar procedure has been implemented for
calculation of the percentage of arable land in the
zones (ArL.rat). The only difference is that the
total area of arable land in the zones has been
used instead of the total area of parcels of a
particular type of intended purpose of the land.
Data from the Estonian Topographic Database
have been used for determination of the area of
arable land in the zones.
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The arithmetic means of the average size of
the profit-yielding land parcels (AFL.area) and
the average size of the residential land parcels
(REL.area) has been calculated by zone and by
the type of intended purpose. The data were
obtained from the digital map of cadastral
boundaries.

Estonian Topographic Database data have
been used for the determination of an average
area of the arable land plots (ArL.area). The
arable land plot is an area of arable land that is
delimited by other types of land (e.g. forest), by
roads, ditches, or other linear objects. The
average areas of arable land plots have been
calculated by zone as the simple arithmetic
means.

Estonian Topographic Database data have also
been used for the determination of the density of
the road network (DeRN). The total length of
state and local roads in zones was divided by the
total area of those zones.

The second group of indicators have been
used only for the comparison of the cluster
analysis results. This group of indicators consists
of the following indicators:

e percentage of the business and production
land in the zones (hereinafter BPL.rat);

e average size of the business and production
land parcels (hereinafter BPL.area);

e the average compactness of profit-yielding
land parcels (hereinafter comp.AFL);

e the average compactness of the residential
land parcels (hereinafter comp.Rel);

e the average compactness of the business and
production land parcels (hereinafter

comp.BPL).

The percentage of the business and

production land in the zones (BPL.rat) has been

calculated using the same rule as the percentage

(AFL.rat), the

residential land (REL.rat) and the transportation

of the profit-yielding land

land (TRL.rat), according to Formula 1. The
average size of the business and production land
parcels (BPL.area) has been calculated by zone
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as the arithmetic means of areas of parcels of
that type of intended purpose of the land.

The coefficient of compactness describes the
shape of plots. Formula 2 has been used for the
calculation of the compactness of each parcel.

K=P/J4xS )
Where:
K is the coefficient of compactness of the parcel;
P is the actual perimeter of the parcel and

S is the area of the parcel.

The necessary data for determination of the
coefficients of compactness have been obtained
from the map of cadastral parcels boundaries.

The average indicators of compactness
(comp.AFL, comp.RelL and comp.BPL) have been
calculated by zone as a simple arithmetic means
of coefficient of compactness of the parcels of
particular type.

The K-mean clustering technique has been
used for detection of (for distinguishing) the peri-
urban and rural areas. The final number of
clusters was set to two. All data for the cluster
analysis have been standardized because of the
different scales of different indicators.

The cluster analysis has been carried out in
two variants. All eight indicators were included
for the first variant of the cluster analysis. Five
indicators have been used for the second variant
of cluster analysis. Percentage of arable land in
the region (ArL.rat) and the average area of the
arable land plot (ArL.area) were excluded from
analysis because of the relatively small
differences in the means of those clusters. The
graphical plot of the means of clusters (one of
the outcomes of the cluster analysis in the
Statistica software) has been used for the
evaluation of the differences of the mentioned
means. The density of the road network in the
region (DeRN) was excluded from the analysis
because this indicator described the
transportation and traffic conditions as the
percentage of transportation land in the region

(TRL.rat).
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Finally, the values of different indicators have
been calculated for peri-urban and rural areas.
Those values of indicators allowed the land-
related characteristics of peri-urban and rural
areas to be compared. The calculated indicators
for the comparison of peri-urban and rural areas
can be divided into two types. The first type of
indicators was computed by dividing the total
area of a particular land use type (for example,
total area of arable land in the region) with the
total area of that region. The percentage of
profit-yielding land in the region is an example of
that type of indicator. It is not possible to use the
tests for evaluation of the statistical significance
of the differences between such indicators
calculated for different regions.

For some indicators, for example, the average
area of a residential land parcel, it is possible to
use the tests for the evaluation of the statistical
significance of the differences between peri-urban
and rural areas. The results of the comparison of
the peri-urban and rural areas are presented in
separate tables. If applicable (Table 2), the
statistical significance level has been set to
a=0.05.

Research results and discussion

The main result of the cluster analysis is the
division of the zones around the town of Tartu
into two clusters. Zones one and two formed the
first cluster and the remaining zones (3-10)
constituted the second cluster. The results were
the same in both variants of clustering. However,
the results of the clustering show only that zones
one and two around the town of Tartu differ from
the other zones (3-10) according to the
clustering indicators. The comparison of different
indicators that describe the land use type and
use in the peri-urban and rural areas gives more
information about the clustering results. Table 1
and Table 2 present indicators which describe
land use type and use in the peri-urban and rural
areas. Beside the indicators that have been used
for clustering, Table 1 and Table 2 contain some

indicators that have not been used for clustering.
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The comparison of indicators that have not been
used for clustering shows that the peri-urban and
rural areas can differ by more indicators than
those that have been used for clustering. It is
additional evidence that the land use type and
use in peri-urban and rural areas is different.
Table 1 presents the indicators for which it is
not possible to implement tests for the evaluation
of the statistical significance of differences

between comparable indicators.

Table 1
General indicators describing
land use type and use in peri-
urban and rural areas
Peri- Rural
urban area
No Indicator area (zones
(zones
1 and 2) 3 to 10)
Percentage of profit-
1 yielding land 65.45 88.25
2 :Dercentage of residential 10.34 221
and
Percentage of
3 transportation land 4.85 1.31
4 Percentage of arable land 45.17 38.42
Density of road network
5 (km/km2) 2.85 2.04
Percentage of business
6 and production land 3.91 0.64

Source: author’s calculations based on Estonian Land
Board data

The comparison of indicators in Table 1 shows
that the land use type pattern in the peri-urban
area is less agriculture oriented than in the rural
area. The percentage of profit-yielding land in the
peri-urban area is less than in the rural area.
Profit-yielding land consists of agricultural and
forest land. In contrast, the values of other
indicators in Table 1 (rows 2-6) are higher for the
peri-urban area than for the rural area. This
means that in the peri-urban area there is more
residential, business and production land and
there is a denser road network than in the rural
area. Moreover, it is necessary to notice that the
percentage of arable land in the peri-urban area
is higher than in the rural area. The possible
explanation of that phenomenon is that the ratio
of forestland is higher and the ratio of arable land

is lower in rural areas.
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The differences in five out of seven indicators
for the peri-urban area and for the rural area are
statistically significant. The average size of the
profit-yielding land parcels, the average size of
the residential land parcels and the average size
of the business and production land parcels (rows
1, 2 and 4 in Table 2) are less in the peri-urban
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area than in the rural areas. It means that the
land use pattern in peri-urban areas is more
fragmented - the parcels are smaller. However,
the difference between the average area of
arable land plots in the peri-urban areas and in
the rural areas (row 3 in Table2) is not
statistically significant.

Table 2

The average indicators describing land use type and use in the peri-urban
and rural areas

Peri-urban area Rural area (zones
. (zones 1 and 2) 3 to 10)
No Indicator t- stat p-value
Av No. of Av No. of
g- obser. g- obser.
The indicators included in the cluster analysis
Average size of the profit-yielding land
1 parcel (ha) 7.72 1375 11.23 12739 2.56 0.011
2 ,é-\l’\]/ae)rage size of the residential land parcel 0.26 6217 0.52 6861 31.85 0.000
3 | Average area of the arable land plot 11.90 608 12.17 5122 0.27 0.786
The indicators not included in the cluster analysis
Average size of the business and
4 production land parcel (ha) 0.69 900 0.91 1138 2.97 0.003
5 |The average compactness of profit- 1.23 1375 1.24 | 12739 1.94 | 0.052
yielding land parcels
The average compactness of the
6 residential land parcels 1.06 6217 1.11 6861 16.41 0.000
The average compactness of the business
7 and production land parcels 1.08 900 1.21 1138 5.77 0.000

Source: author’s calculations based on Estonian Land Board data

The shape of the parcels is one of the
indicators that also characterises land use
patterns. The residential land parcels and the
business and production land parcels (rows 6 and
7 in Table 2) are more compact in peri-urban
areas than in rural areas. The possible
explanation for that phenomenon is that the
residential land parcels and the business and
production parcels in peri-urban areas are more
frequently the results of planning activities. The
boundaries of residential land parcels in rural
areas are not generally determined by planning
activities.

It is necessary to notice that the difference
between the compactness of profit-yielding land
parcels in peri-urban areas and in rural areas is
not statistically significant (row 5 in Table 2). The
average area of an arable land plot in the peri-

urban area is 11.90 hectares and 12.17 hectares

in rural areas. It can be supposed that the area
of the agricultural land plots can be bigger 20
kilometres or more from the town of the Tartu.

The results of the study showed that cluster
analysis as a method could be wused for
delimitation of the areas around town (peri-urban
areas) and rural areas. However, this study has
some limitations and there are questions that
need further researching.

The width of buffer zones around Tartu was
set at two kilometres. This was done on the basis
of an expert opinion. It is possible to increase or
to decrease the width of buffer zones. Both
options are technically possible and both options
have their advantages and disadvantages.

The decrease of the width of buffer zones
gives (at least theoretically) the possibility to
determine more precisely the boundary between

the peri-urban area and the rural area. In the
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present study, this precision was two kilometres.
In theory, it was possible to get the width of peri-
urban areas with increments of two kilometres
(2, 4, 6 kilometres and so on). The decrease of
the width of buffer zones, for example, to one
kilometre would improve the precision of the
determination of the boundary between peri-
urban areas and rural areas.

The decreasing of the width of buffer zones
has two consequences that should be kept in
mind. First, the amount of necessary calculations
will increase. The second issue is about the
determination of the belonging of different land
objects, for example, parcels to the particular
zone. The problem is that some objects can be
located simultaneously in two or more zones as
has been explained in the methodology part of
the paper. The number of objects that will be
located in neighbouring zones simultaneously will
increase if the width of zones decreases.

The question of the precision of the detection
of the boundaries between peri-urban and rural
areas is an important issue for future studies. It
is clear that there is no distinct line on the field
that is separating peri-urban and rural areas.
However, such kind of imaginary separation will
be needed for some purposes. Knowing this line
can be important, for example, for researching
real estate development processes or for
planning purposes.

The maximal width of the study area around
towns is also an issue for discussion. In this
study, the total width of all zones was 20
kilometres, in order to avoid the impact of other
towns. The question can be asked: will it improve
the quality of the results if the study area is
extended? This can also be an issue for future
studies.

In this study, the determination of the peri-
urban areas was based on the indicators that

described different land use types and use
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characteristics. It is possible to use different
indicators, which can be physical, social and
economic (Budiyantini & Pratiwi, 2016). However,
it is not so easy to use some data, for example,
population density or number of enterprises, by
buffer zone if the width of the zone decreases.
For example, Statistics
(https://estat.stat.ee/StatistikaKaart/VKR) provides
digital maps of population density by squares of

Estonia

one kilometre by one kilometre. There can be
problems with the precision of the determination
of the population density for the whole buffer
zone if both the unit on the population density
map and the width of buffer zones are equal.

The investigation of the surroundings of other
towns of Estonia is also an important topic for
future studies. The result of this study can be the
basis for the subsequent studies. The scope of

such studies is wide sand diverse.

Conclusions, proposals,
recommendations

1) The results of the study showed that cluster
analysis could be used for the determination
of differences between the peri-urban and
rural areas.

2) According to this method, the width of peri-
urban areas around Tartu is about four
kilometres.

3) The comparison of the indicators in peri-urban
and rural areas around the town of Tartu
verified that indicators of land use type and
use in peri-urban and rural areas are different.

4) This method is quite simple. It is feasible to
implement it around the other towns in
Estonia (and in Europe). It can also be used
as a tool to monitor changes. It is possible to
compare data for the peri-urban area and
rural area in different years.

5) It is possible to improve methodology and
extend the spectrum of parameters for
comparing the study results.
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E-GOVERNMENT AND E-PARTICIPATION DEVELOPMENT IN BALTIC STATES:
COMPARISON OF ESTONIA, LATVIA, LITHUANIA
Natalija Kostrikova', MBA; Baiba Rivza 2, Dr.habil.oec
12 | atvia University of Agriculture
Abstract. E-government and e-participation are inherent parts of modern societies and economies. Each country
chooses its own path of development depending on or influenced by certain socio-economic indicators as well as
political will. The aim of the current research was to find socio-economic differences in e-government and e-
participation development patterns in the three Baltic States - Estonia, Latvia and Lithuania. The following research
methods were applied: 1) descriptive statistics to compare levels of e-government and e-participation in the three
countries; 2) correlation analysis to find relationships between socio-economic indicators and indicators of e-
government and e-participation in the three countries. The current research put forward two hypotheses: H1:
Estonia, Latvia and Lithuania have different dynamics in e-government and e-participation development. H2: Estonia,
Latvia and Lithuania have different patterns of interconnections between socio-economic indicators and e-government
and e-participation development. The research confirmed both hypotheses and suggested the following proposals
based on research results: 1) to facilitate e-government and e-participation development in Latvia authorities should
stress efforts on measures increasing economic competitiveness and curbing corruption; 2) to facilitate e-government
and e-participation development in Lithuania authorities should stress efforts on measures supporting national income
growth; 3) to facilitate e-participation development in Estonia authorities should stress efforts on measures supporting
national income growth.
Key words: E-government, E-participation, Estonia, Latvia, Lithuania.
JEL code: CO1, H11, L86, O11
Introduction The following research tasks were set: 1) to

There is a positive global trend towards higher gather and analyse quantitative and qualitative

levels of e-government development as countries
in all regions are increasingly embracing
innovation and utilizing ICTs to deliver services
and engage people in decision-making processes
(UNDESA, 2016). The rapid diffusion of ICTs
gives rise to new business models and
revolutionizes industries, bearing great promise
for a future wave of innovations that could drive
longer-term growth (Schwab and Sala-i-Martin,
2015).

Since e-government and e-participation are
recent developments in modern societies, those
areas suffer from the lack of aggregated and
standardized evidence for comparing countries.
Though some research papers investigated
patterns of e-government and e-participation in
different countries, none of them focused on the
comparison of the three Baltic States.

The aim of the current research is to find
socio-economic differences in e-government and
e-participation development patterns in the three
Baltic States - Estonia, Latvia and Lithuania.

! Tel.: +371 26873416, E-mail address: kostrikova.natalia@gmail.com

data about e-government and e-participation
levels in the three Baltic States 2) to analyse the
relationships between selected socio-economic
indicators and e-government and e-participation
levels in the three Baltic States.

The current research puts forward the
following hypotheses.

H1: Estonia, Latvia and Lithuania have
different dynamics in e-government and e-
participation development.

H2: Estonia, Latvia and Lithuania have
different patterns of interconnections between
socio-economic indicators and indicators of e-
government and e-participation development.

The following research methods were
applied: 1) descriptive statistics to compare
levels of e-government and e-participation in
three countries; 2) correlation analysis to find
relationships between socio-economic indicators
and indicators of e-government and e-
participation in three countries; 3) critical

analysis of qualitative information.
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The following research materials were used:
1) United Nations’ E-Government Surveys; 2)
European Commission’s E-Government
Benchmark Studies; 3) World Economic Forum’s
Global Competitiveness Reports; 4) Transparency
International’s Corruption Perceptions Index
Reports; 5) datasets with indicators from the
World Bank, the World Economic Forum, the
United Nations, the European Commission, and
Transparency International.

There are several indices used by multilateral
institutions to assess levels of e-government and
e-participation.

The United Nations uses two key indicators in
its E-government surveys.

e E-government-development index (EGDI) is
used to measure the readiness and capacity of
national administrations to use ICT to deliver
public services consisting of: 1)
Telecommunication Infrastructure component;
2) Online Service component and 3) Human
Capital component.

e E-Participation Index (EPI) measures e-
participation according to a three-level model
of participation that includes: 1) e-information
- provision of information on the Internet; 2)
e-consultation - organizing public
consultations online; and 3) e-decision-
making - involving citizens directly in decision
processes.

The European Commission uses four key
indicators in its E-government benchmark
studies.

e User Centricity benchmark assesses the
availability and usability of public e-services
and examines awareness and barriers to use.

e Transparent Government benchmark
evaluates the transparency of government
authorities’ operations and service delivery
procedures and the accessibility of personal
data to users.

e Cross Border Mobility benchmark measures
the availability and usability of cross border

services.
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e Key Enablers benchmark assesses the
availability of key enablers such as Single Sign

On and elD functionalities.

Research results and discussion

1. Comparison of e-government and e-
participation levels in Estonia, Latvia,
Lithuania

All the three countries have shown growth in
EGDI from 2003 through 2016, however growth
paths differed - direction of EGDI change was
different in at least 2 out of 7 cases observed for
each pair of countries (Figure 1).

EGDI level of Estonia has been comfortably
higher than Latvia’s, Lithuania’s and Europe’s
average during all the 8 years observed. Estonian
growth was mainly driven by Telecommunications
Infrastructure Component (47.02 % growth) and
to a lesser extent by Online Services component
(38.85 % growth).

Latvia showed the lowest EGDI among the
three Baltic countries in 6 out of 8 years
observed and a lower EGDI level than Europe’s
average in 6 out of 8 years observed.

Among the three Baltic countries, Lithuania
has made the biggest progress from 2003
through 2016 - EGDI has increased by 39.01 %
(vs. 19.40 % in Estonia and 34.66 % in Latvia),
driven by Telecommunications Infrastructure

component (187.25 % growth).
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Fig. 1. E-government development in
Estonia, Latvia, Lithuania in the period
2003-2016, indices

In 2016 Estonia and Lithuania score “very
high” (above 0.75) according to the UN
classification while Latvia scores just “high”
(between 0.5 and 0.75). Latvia’s EGDI is mostly
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lagging in the area of Online Services and to a
lesser extent in the area of Telecommunications
Infrastructure, while Human Capital component is
almost at the same level in all the three countries
(Figure 2).
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Online Telecom. Human
Services Infrastructure Capital

Source: UNDESA, 2016

Fig. 2. E-government development
components in Estonia, Latvia, Lithuania in
2016, indices

E-government development in the Baltic
States has started from the adoption of the
following policy documents:

e In 1998 the Estonian Parliament approved the
Estonian principles of the initial ICT policy,
which served as a basis for making public
policy decisions to support the rise of the
information society on the basis of an action
plan (EC, 2016).

e In July 2001, the Cabinet of Ministers of Latvia
adopted the "“Public Administration Reform
Strategy 2001- 2006” that envisaged a
uniform, purposeful and forward-thinking
Public  Administration = whose objectives
included achieving citizen involvement in state
governance processes and providing high
quality public services to citizens (EC, 2015).

e In February 2001, the Government of
Lithuania approved the National Concept of
Development of the Information Society,
where it placed increased importance to e-
government (EC, 2015).

Higher level of e-government in Estonia can
be explained by the fact that e-government
vision emerged much earlier in Estonia than in
Latvia and Lithuania, even before official adoption
of strategic policy papers and e-initiatives. In
1993, a strategy paper was prepared by the IT

! Tel.: +371 26873416, E-mail address: kostrikova.natalia@gmail.com

Jelgava, LLU ESAF, 27-28 April 2017, pp. 118-126
community for establishing foundations and
principles for the management of modern, well-
functioning state information systems (Sirendi,
2013). In 2001, Estonia introduced an X-road
data exchange layer that allowed the nation's
various e-services databases, both in the public
and private sector, to link up and operate in
harmony (E-estonia, 2016).

Estonia introduced its Electronic ID card
program in 2002 and by far it is the most highly-
developed national ID card system in the world
2016). By
introduced electronic ID cards in 2009 and Latvia

(E-estonia, contrast, Lithuania
was the last Baltic country to introduce electronic
ID cards in 2012.

The EC E-government benchmark study in
2015 confirms Estonian leadership in all e-

government aspects assessed (Figure 3).
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Fig. 3. E-government benchmarks in
Estonia, Latvia, Lithuania in 2014-2015,
indices

It also indicates that among the three
countries Latvia substantially lags in the area of
Transparent  Government  whilst  Lithuania
substantially lags in the area of Cross Border
Mobility and to a lesser extent in the area of Key
Enablers. Almost all benchmarks in all countries
are above the EU average. The only exception is
a Cross Border Mobility benchmark in Lithuania
that is slightly lower than the EU average.

Estonia has been at the forefront of online
public services for a few years and is the best
performing country in Europe in 2015 with 80 %
share of e-government users (EC DG COMM,
2016). The use of digital services in Estonia

saves around 2.8 million hours of work in a year,
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meaning that every year e-services save an
amount equal to 2 % of the GDP (Siil, 2014).

In Latvia, there has been a positive growth in
the number of e-government users in 2015 with
a 36 % share surpassing the EU average of 32 %
(EC DG COMM, 2016), however, still below the
levels of Estonia and Lithuania.

Lithuania has made progress towards
increasing its uptake of e-government with 42 %
share of e-government users, however the
country has been lagging behind in the dimension
of Open Data (EC DG COMM, 2016).

E-Participation is about fostering civic
engagement and open, participatory governance
through ICTs with an objective to improve access
to information and public services as well as to
promote participation in policy-making, both for
the empowerment of individual citizens and the
benefit of society as a whole (UNDESA, 2016).

All the three countries have shown growth in
EPI from 2003 through 2016, however growth
paths differed - direction of EPI change was
different in at least 2 out of 7 cases observed for

each pair of countries (Figure 4).
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2014, 2016

Fig. 4. E-participation in Estonia, Latvia,
Lithuania in the period 2003-2016, indices

Among the three Baltic countries, Lithuania
has made the biggest progress from 2003
through 2016 - EPI has increased by 703.19 %
(vs. 7.25 % in Estonia and 509.51 % in Latvia).

Since 2003 through 2014, EPI level of Estonia
has been higher than Latvia’s, Lithuania’s and
Europe’s average.

Only in 2016 Estonian EPI was outperformed
by Lithuanian EPI, mainly driven by e-

participation in e-consultation (64.07 % growth)
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and emergence of e-participation in e-decision-
making.

Estonian EPI has mainly been driven by e-
participation in e-information and e-consultation
whilst e-participation in e-decision-making has
historically been much lower and even reached 0
in 2016 (Figure 5).
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Fig. 5. E-participation in e-Information, e-
Consultation and e-Decision-making in
Estonia in 2010, 2012, 2014 and 2016, %

Kitsing suggests that e-voting in Estonia has
not made substantial contribution to online
democratic participation other than making
voting more convenient for certain segments of
society, and the government portal for
encouraging citizens to express their views about
new laws suffers from both unwillingness of
citizens to participate and most ministries to
make new laws available (Kitsing, 2011).

Latvia showed the lowest EPI among the three
Baltic countries in 5 out of 8 years observed and
a lower EPI level than Europe’s average in 7 out
of 8 years observed.

Only in 2014 Latvian EPI outperformed
Europe’s average, but in 2016 it decreased again
dragged down by lower e-participation in e-
decision-making (35.64 % decline) and e-

information (27.84 % decline).

2. Correlation analysis between socio-
economic indicators and indicators of e-
government and e-participation in
Estonia, Latvia, Lithuania

A number of research papers have found
relationships between the following socio-
economic indicators and e-government and e-
participation levels.
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e Country’s income is positively associated with
the levels of e-government and e-participation
(Azad et al, 2010; Das et al, 2011; Srivastava
and Teo, 2008; UNDESA, 2016; Wilkinson and
Cappel, 2005).

e Corruption is negatively associated with the
level of e-government (Bertot et al, 2010;
Corojan and Criado, 2012; Heeks, 1999; Kim,
2014; Elbahnasawy, 2014; Krishnan et al,
2013; Lupu and Lazar, 2015; Shim and Eom,
2008).

e Economic competitiveness is  positively
associated with the level of e-government
(Dutta and Jain, 2005; Srivastava and Teo,
2010, UNDESA, 2016).

e E-participation is positively associated with
the level of e-government (Krishnan et al,
2012).

A number of research papers have found no
relationship between the following socio-
economic indicators and e-government and e-
participation levels.

e Governance is not significantly associated with
e-participation and e-government maturity
(Das et al, 2011; Krishnan et al, 2012).

e The relation between the E-participation index
and indices of democracy and participation is
non-existent (Gronlund, 2011).
Based on relations found in previous

researches, the following socio-economic
indicators were selected for the current research:
e Gross National Income (GNI) per capita,

constant prices, local currency units (The

World Bank, 2004-2016);

e Corruption Perceptions Index (Transparency

International, 2002-2015);

e Global Competitiveness Index (The World

Economic Forum (2006-2016).

To find interconnections between selected
socio-economic indicators and E-government
development indices and E-participation indices,
the following time periods were applied:

e Base year (y;) vs. base year (y;);

e Base year (y;) vs. preceding year (Yyo);
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e Base year (y;) vs. following year (y,).

The three countries show different patterns in
interconnectedness of EGDI and GNI per capita
(Table 1).

In Estonia, the strongest correlation (0.9317)
is between base year’s EGDI and base year’s GNI
per capita, meaning that those indicators evolve
simultaneously and neither of the indicators has
much stronger influence on each other (0.7804
vs. 0.7796).

Table 1

Correlations between EGDI and
GNI per capita in Estonia, Latvia,
Lithuania in 2003-2016

EGDI in y; vs. Estonia Latvia Lithuania

GNI p.c. iny; 0.9317 0.8075 0.9599

GNI p.c. in yo 0.7804 0.4932 0.9271

GNI p.c. iny; 0.7796 0.9638 0.9304

Source: Author’s calculations based on USDESA data
2003-2016, and the World Bank data 2004-2015

In Latvia, the strongest correlation (0.9638) is
between base year EGDI and following year GNI
per capita meaning that EGDI has much stronger
influence on GNI per capita rather than vice
versa (0.9638 vs. 0.4932).

In Lithuania, there are equally strong
correlations between base year’s EGDI and: 1)
base year's GNI per capita (0.9599); 2)
preceding year’s GNI per capita (0.9271); and 3)
following vyear's GNI per capita (0.9304),
meaning that EGDI and GNI per capita equally
and strongly stimulate each other.

The three countries show slightly different
patterns in interconnectedness of EGDI and CPI
(Table 2).

Table 2
Correlations between EGDI and
CPI in Estonia, Latvia, Lithuania
in 2002-2016
EGDI in y; vs. Estonia Latvia | Lithuania
CPI in y; 0.6890 0.9184 0.7837
CPI in yo 0.7557 0.7928 0.7612
CPI in vy, 0.8728 0.9603 0.9231

Source: Author’s calculations based on USDESA data
2003-2016 and Transparency International data 2002-
2015

In all the three countries, the strongest

correlation is between base year’'s EGDI and
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following year's CPI, meaning that EGDI
stimulates CPI to a greater extent rather than
vice versa. Latvia has the strongest correlation
(0.9603) in comparison to Lithuania (0.9231) and
Estonia (0.8728).

The correlations between base year’s EGDI
and preceding year’s CPI are also strong, but
slightly weaker: 0.7928 in Latvia; 0.7612 in
Lithuania; and 0.7557 in Estonia.

Among the three countries, Latvia has the
strongest correlation between base year’s EGDI
and the base year’s CPI (0.9184), meaning that
EGDI and CPI evolve with the greatest
coherence.

The three countries show similar patterns in
interconnectedness of EGDI and GCI (Table 3).
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Table 4
Correlations between EPI and

GNI per capita in Estonia, Latvia,
Lithuania in 2003-2016

EPI in y;vs. Estonia Latvia Lithuania
GNI p.c. iny; 0.8752 0.6533 0.9273
GNI p.c. in yo 0.9034 0.6369 0.9691
GNI p.c. iny; 0.1579 0.7722 0.8912

Table 3
Correlations between EGDI and
GCI in Estonia, Latvia, Lithuania
in 2006-2016
EGDI in y1 vs. Estonia Latvia | Lithuania
GCl inyl 0.8273 0.9582 0.8035
GCI in y0O 0.5533 0.8103 0.7234
GCI in y2 0.1203 0.3422 0.3206

Source: Author’s calculations based on USDESA data
2005-2016 and the World Economic Forum data 2006-
2016

In all the three countries, the strongest
correlation is between base year’s EGDI and base
year’'s GCI, meaning that those indicators evolve
simultaneously. Latvia has the strongest
correlation (0.9582) in comparison to Estonia
(0.8273) and Lithuania (0.8035).

The correlations between base year’s EGDI
and preceding year’'s GCI are slightly weaker in
Latvia (0.8103) and Lithuania (0.7234) and much
weaker in Estonia (0.5533).

The correlations between base year's EGDI
and following year’s GCI are weak in all the three
countries being equally weak - in Latvia (0.3422)
and Lithuania (0.3206) and almost non-existent
in Estonia (0.1203).

The three countries show different patterns in
interconnectedness of EPI and GNI per capita

(Table 4).
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Source: Author’s calculations based on USDESA data
2003-2016, and the World Bank data 2004-2015

In Estonia, the strongest correlation (0.9034)
is between base year EPI and preceding year GNI
per capita, meaning that GNI per capita strongly
stimulates EPI whilst EPI influence on following
year's GNI per capita is almost non-existent
(0.1579).

In Latvia, the strongest correlation (0.7722) is
between base year EPI and following year’s GNI
per capita, meaning that EPI stimulates GNI per
capita to a greater extent rather than vice versa
(0.6369). However, the strongest correlation in
Latvia (0.7722) is weaker than the strongest
correlation in Estonia (0.9034) and Lithuania
(0.9691).

In Lithuania, the strongest correlation
(0.9691) is between base year EPI and preceding
year's GNI per capita, meaning that GNI per
capita strongly stimulates EPI whilst EPI influence
on following year’s GNI per capita is also strong
but slightly weaker (0.8912).

The three countries show different patterns in
interconnectedness of EPI and CPI (Table 5).

Table 5
Correlations between EPI and
CPI in Estonia, Latvia, Lithuania
in 2003-2016
EPI in y; vs. Estonia Latvia Lithuania
CPIininy; 0.0726 0.8000 0.7288
CPI in yo 0.5829 0.8883 0.6684
CPIL in vy, 0.1068 0.7079 0.5843

Source: Author’s calculations based on USDESA data
2003-2016 and Transparency International data
2002-2015

In Estonia, the strongest correlation (0.5829)
is between base year’'s EPI and preceding year'’s
CPI, meaning that CPI moderately stimulates EPI

whilst EPI influence on base year’s CPI and
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following year’'s CPI is almost non-existent
(0.0729 and 0.1579 accordingly).

In Latvia, the strongest correlation (0.8883) is
between base year’s EPI and preceding year’s
CPI, meaning that CPI strongly stimulates EPI
whilst EPI influence on following year’s CPI is
weaker (0.7079).

In Lithuania, the
(0.7288) is between base year’s EPI and base

strongest  correlation
year’'s CPI, meaning that those indicators evolve
simultaneously, whilst CPI has slightly more
influence on EPI rather than vice versa (0.6684
vs. 0.5843).

The three countries show slightly different
patterns in interconnectedness of EPI and GCI
(Table 6).

Table 6
Correlations between EPI and
GCI in Estonia, Latvia, Lithuania
in 2006-2016

EPI in y; vs. Estonia Latvia Lithuania
GCI in vy, 0.8832 0.8768 0.8699
GCI in yq 0,5749 0,7586 0,7817
GCIiny, -0,4796 | -0,1208 | -0,0697

Source: Author’s calculations based on USDESA data
2005-2016 and the World Economic Forum data 2006-
2016

The strongest correlation in all the three
countries is between base year’s EPI and base
year’'s GCI, meaning that those indicators evolve
simultaneously. Estonia has the strongest
correlation (0.8832) in comparison with Latvia
(0.8768) and Lithuania (0.8699).

In Estonia, GCI
following year’s EPI (0.5749), whilst EPI slightly

drags down following year’s GCI (-0.4796).

moderately influences

In Latvia, GCI strongly influences following
year's EPI (0.7586), whilst the relationship
between base year’s EPI and following years GCI
is almost non-existent (-0.1208).

In Lithuania, GCI strongly influences next
year’'s EPI (0.7817), whilst the opposite
relationship is almost non-existent (-0.0697).

The three countries show slightly different
patterns in interconnectedness of EGDI and EPI
(Table 7).
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Table 7
Correlations between EGDI and
EPI in Estonia, Latvia, Lithuania
in 2003-2016

EGDI in y; vs. Estonia Latvia Lithuania
EPI in y; 0.6855 0.7598 0.7895
EPI in yo 0.2048 0.6651 0.6423
EPI in y, 0.6845 0.8815 0.8245

Source: Author’s calculations based on USDESA data
2003-2016

In Estonia, the strongest correlations are
between: 1) base year’'s EGDI and base year's
EPI (0.6855); and 2) base year's EGDI and
following year’s EPI (0.6845), meaning that EGDI
has moderate influence on following year’s EPI,
whilst the opposite relationship is almost non-
existent (0.2048).

In Latvia and Lithuania, the strongest
correlations are between base year’s EGDI and
following vyear's EPI (0.8815 and 0.8245
accordingly), meaning that EGDI has strong
influence on following vyear's EPI in both
countries, whilst the opposite relationship is
much weaker (0.6651 and 0.6423 accordingly).

Conclusions, proposals,

recommendations

1) Estonia has historically been a leading country
among the Baltic States in terms of e-
government and e-participation development,
driven by telecommunications infrastructure,
online services, e-information and e-

consultation development as well as earlier e-

government policy planning and
implementation; however, e-decision-making
still suffers from the lack of e-participation.

2) Latvia has historically been the most lagging
country among the Baltic States in terms of e-
government and e-participation development,
dragged down by online services,

telecommunications infrastructure, e-

information and e-decision-making
development; Latvia also substantially lags in
the area of transparent government in
comparison with Estonia and Lithuania.

3) Lithuania has made the biggest progress in e-

government and e-participation development
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4)

5)

6)

7)
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among the three Baltic countries, driven by
telecommunications infrastructure and e-
consultation development as well as
emergence of e-decision-making.

Although all the three Baltic countries showed
growth in both e-government and e-
participation, growth patterns differed - the
direction of both e-government and e-
participation change was different in at least 2
out of 7 cases observed for each pair of
countries, thus, H1 is confirmed.

E-government development strongly
stimulates national income growth and e-
participation development in Latvia and
Lithuania and corruption decrease in all the
three Baltic countries, whilst national income
growth stimulates

strongly e-government

development in Lithuania and economic
competitiveness increase strongly stimulates
e-government development in Latvia.

E-participation

development strongly

stimulates national income growth in

Lithuania, whilst national income growth

strongly stimulates e-participation
development in Estonia and Lithuania and
corruption decrease strongly stimulates e-
participation development in Latvia.

Although in all cases there were noted similar
direction correlations between indicators of
national income, corruption and economic
competitiveness versus indicators of e-
government and e-participation among the

three Baltic countries, in most cases the
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Abstract. Rural areas throughout Europe experience continuous transformations in their natural and residential
environments. Latvia, along with other East European countries, over the past two decades has witnessed the
demographic and socioeconomic decline of many rural areas. Human mobility or relative immobility is inherently
geographical in nature, not only in the sense of population movements across the space but also raises important
questions about the socioeconomic development of particular place. Much of the recent geographical research on
human mobilities has focused on urban areas. Less attention has been given to mobilities in the context of rural
places. In this paper, we argue that mobility and immobility represents important component of rural lifestyles and
places. The aim of the current study is to analyse mobility behaviour of rural residents with regard to population
composition in the Latvian countryside. We draw on empirical materials from a survey of a survey of 802 rural
households in Vidzeme and Latgale regions to reveal the nature of mobilities and related residential composition.
Research results confirm the importance of human mobility as essential force contributing to rural decline. It was
found that migration selectivity is stable but the composition and behaviour of migrants vary between highly mobile
working age individuals mostly in Vidzeme and overrepresentation of elderly, economically non-active immobile
population in Latgale.

Key words: human mobility, rural population, population composition, Vidzeme, Latgale.
JEL code: R110, J110

Introduction

In recent years, rural depopulation, regional
marginalisation and substantial abandonment of
the agricultural land draws attention of many
researchers in Europe (Terres et al., 2015). The
collapse of state socialism caused massive
institutional and socioeconomic changes (Hann et
al., 2003; Pallot and Nefedova, 2007; Owczarzak,
2009). Contemporary patterns of rural migration
show an increase in diversification of population
characteristics involved in migration (Wiest,
2016, Leibert, 2016; Krisjsne et al., 2016,
Ruskule, 2013). On the other hand, it has also
been emphasized that rural places are
characterised by a stability, rootedness,
attachment to place and low rates of mobility
(Cloke and Thrift, 1990). Thus,

immobility of rural population helps to explain the

relative

context (Fischer et al. 2000). Different regions
within a country attract specific groups of in-
(Stockdale, 2014) and set
characteristics for immobile part of population.

migrants

Milbourne and Kitchen (2014) researching rural
Wales urges geographers to concentrate on rural
places as meeting point of complex migration

flows in various scales and temporalities. Recent
studies show that central and Eastern Europe
display higher risks of negative processes in rural
parts of the countries compared to Western
Europe (Terres et al., 2015; Moravec and
Zemeckis, 2007).

Rural regions of Latvia deal with the
depopulation problems over the past two
decades, however, the problems apply to the
general trends in the country, but more precisely
can be observed in the rural context (Puzulis and
Kule, 2016). Population distribution shows that
68 % live in urban areas whilst 32 % reside in
rural parts of the country. There is a decrease of
rural population since 1990 by 23.3 % and
currently rural areas comprise 629.2 thousand
inhabitants (CSB, 2016). The settlement pattern
of remote countryside and peripheral areas
corresponds to low population density and lack of
economic activity. Current background of the
rural development is set by the post-soviet
heritage.

The collapse of the Soviet Union caused
changes in spatial distribution of population that

previously was affected by intense migration
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processes. Characteristics of past decade include
major flows of internal migration between urban
and rural areas. The basic migration flows were
from urban areas to countryside, while
emigration from rural to urban areas constitutes
almost equal numbers. In the 1990s, there was a
short period of ruralisation, which was expressed
in dominating population outflows from Riga and
other major cities. The main reason why urban
residents have been moving to the rural areas is
that during socialist period people had moved
from the rural areas to the cities, i.e. from the
peripheral regions to the central part of the
country. Young people and people of retirement
or pre-retirement age were particularly ready to
make the move. During the initial years of land
reform after regaining the independence in the
beginning of 1990s, the number of people in
more distant Latvian districts increased.

Trends in the flow of domestic migration in
later years showed that these were only
temporary flows and motivations. Unfavourable
socio-economic conditions, including a high level
of unemployment and a lack of jobs, led to a
different migration flow, with people once again
moving away from the peripheral districts of the
country (Krisjane et al, 2014).

New processes have emerged in the 2000s -
urban sprawl around cities characterized by in-
migration of affluent households in the suburbs.
Since 1999, most recent flows are directed to the
surrounding areas of large cities, especially Riga
and show suburbanization processes. The
migration pattern is strongly influenced by urban
development. Riga is the largest and still growing
centre of economic activities, thus continuing a
long historical trend. Approximately 40 % of
internal migration flows involve the city of Riga
(Berzins, 2011).

The aim of the current study is to analyse
mobility behaviour of rural residents with regard
to population composition in the Latvian
countryside. Our research examines population

changes, composition and migration behaviour of
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residents in remote countryside of Latvia. We use data
from 2013 and 2014 surveys among 802 randomly
selected households in eight small rural municipalities
of the Vidzeme and Latgale region (Table 1). Total
number of 497 respondents in Drusti, Dzerbene,
Taurene and Zoseni parishes and 305 respondents in
Latgale parishes - Lauderu, Pasienes, Rundenu and
Zalesje. In order to compare population structure
differences and mobility features in research areas

descriptive statistic methods and non- parametric

tests for more detailed analysis were used.

Characteristics of rural population and
settlement

In the 1990s, studies showed that the
denationalisation of property in the rural areas
led considerable numbers of people to move back
to their ancestral homes in rural areas. Both
research territories suffer from population
decrease and in period from 1989 to 2015 it has
decreased for more than 30 per cent. This is
especially evident in the case of Latgale
(Table 1). According to official statistics, the
population change was negative in all the

selected municipalities.

Table 1
Population change in rural
municipalities

Municipalities | 1989 | 2000 | 2011 | 2015 | changes %

1989-2015
Lauderu 664 540 401 348 -47.6
Pasienes 990 832 635 563 -43.1
Rundenu 971 800 504 466 -52.0
Zalesjes 1073 | 945 659 614 -42.8
Drusti 1247 | 1205 | 941 850 -31.8
Dzerbenes 1161 1100 868 801 -31.0
Taurenes 1102 1096 836 804 -27.0
Zosenu 658 597 433 384 -41.6

Source: author’s calculations based on the database of
Central Statistical Bureau

The researched rural parts and specific
parishes in Latvia both village centres and
farmsteads suffer greatly from population
decrease forming territories with low density of
ageing population. Amenities, availability of road
infrastructure, location, accessibility along with
family connections, employment possibilities,

environmental quality, landscape attraction and
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property location and status comprise the
complexity of residential choice.

Personal characteristics (age, gender,
employment status, education, and rootedness
and migration behaviour) and contextual factors
(unemployment level and settlement type) are
both important in shaping the composition of
rural population.

Comparison of the researched territories
shows both similarities revealing general trends
but at the same time location specific features
are found. For example, as displayed in Table 2
gender distribution both in Vidzeme and Latgale
show overrepresentation of female respondents.
There are more female respondents in all cases,
especially evident the difference is in the case of
Zalesje and Taurene parishes. This imbalance is
often caused by the household size and main
characterizing features. In the case of Vidzeme,
20 % of respondents live alone from those 67 %
female and 33 % male and 50 % of households
have two persons permanently living there. In
the case of Latgale, 1-person household is
common in 34 % from those 66 % female and
34 % male of cases and two person households
similar in 36 % of cases. In the sample, the
dominant age group with 33 % are persons over
65 years of age and second with 29 % age group
from 41 - 44. Only 4 % of respondents taking
part in the research were under 24 years of age
(Table 2).

In terms of education, respondents mirror
general trends in the country where 34 % have
vocational education, 27 % secondary, 22 %
primary educations and around 17 % hold
university level education. Regional distribution
reveals similar trends for primary and secondary
education (Vidzeme 53 % and 51 %, Latgale
47 % and 49 %); however, for vocational
education in Vidzeme 76 % respondents hold this
level of education, while in Latgale only 24 % and
only 33 % of respondents in Latgale hold
university level education, while 67 % in
Vidzeme.
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General occupational characteristics provide
explanation to age distribution and low economic
activity. From all respondents in both regions
38 % are employed, 36 % are not working
retired seniors, unemployed persons and persons
who receive social benefits comprise 19 %,
retired persons who also are employed have 4 %,
only 3 % study. More detailed description of
occupational variables for two most common
situations in Vidzeme and Latgale show that
78 % from respondents in Vidzeme are working
age, whilst in Latgale region only 22 % of
respondents are employed. For more elderly
respondents  distribution is more equal,
respectively 53 % in Vidzeme and 47 % in
Latgale are retired.

Location specific mobility and
immobility in Vidzeme and Latgale

Demographic characteristics and profile of
population residing in rural parts of Latvia display
varying migration behaviour looking both at level
of migration activity and actual place of residency
in the rural parts of the country. The results show
that there are location specific differences among
respondents living in farmsteads and Vvillage
centres. Sparsely populated rural areas are less
attractive then rural centres to those with higher
incomes and high education.

Vidzeme is the central part of the country. The
results show that around 30 % of respondents
are aged over 65 years of age and reside in the
current place over 20 years. Stability of the rural
by 40% of

respondents who have lived there since birth, the

settlement is characterised

same amount lives there 20 years or longer and
20 % have moved to rural parishes before 20
years or less.

Region of Latgale is situated in the eastern
part of the country and some of the research
territories are at the border with Russia.
Dramatically around 40 % of respondents in this
territory were aged over 65 years of age, 31 %
aged 41 - 55 years, 19 % 56 - 64 and only 10 %
of respondents up to 40 years of age. 57 % of
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