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Foreword

Every year the Faculty of Economics, Latvia University of Agr iculture holds the international
VFLHQWL,F FRQIHUHQFH 3(FRQRPLF 6FLHQFH IRU B&UWDIOHH Y B O/RISHDQW. R Q
UHYLHZHG SDSHUV RI VFLHQWL¢(F UHVHDUFKHV ZKHBK®RAJHH SUHVHQWHG D

This year researchers from Europe and Asia representing not onl y the science of economics in

the diversity of its sub-branches have contributed to the conference; t hey have expanded their

VWXGLHYVY HQJDJLQJ FROOHDJXHV IURP VRFLDO DQG RMKWHUVE LM RIEHYL QNDK
and multi-dimensional development of the contemporary science. Th e conference is dedicated

to topical themes of rural development; hence, the research resul ts are published in three
VXFFHVVLYH YROXPHV 1R DQG 2XU WV YWROXAHHRQ APH SR FHHG L
was published in 2000.

Professors, doctors of science, associate professors, assistant professors, PhD students, and

other researchers from the following higher education, research institutions and enterprises

SDUWLFLSDWH DW WKH ,QWHUQDWLRQDO 6FLHQWL¢(F &RQIGI SHANH QKXW O G
WKHLU UHVXOWY RI VFLHQWL¢(F UHVHDUFK

Latvia University of Agriculture, Latvia
Aleksandras Stulginskis University, Lithuania
BA School of Business and Finance, Latvia
%DOWLF 3VI\FKRORJ\ DQG ODQDJHPHQW 8QLYHUVLW\ &ROOHJIH /DWYLD
Banat University of Agricultural Sciences and Veterinary Me dicine Timisoara, Romania
Bremen University of Applied Sciences, Germany
Daugavpils University, Latvia
Fulda University of Applied Sciences, Germany
, QVWLWXWH RI $JULFXOWXUDO (FRQRPLFV DQ&XEFODRRUPDWLRQ WKH &]HF
10. Kaunas University of Technology, Lithuania
11. Khyber Pakhtunkhwa Agricultural University, Peshawar, Paki stan
12. Klaipeda University, Lithuania
13. 3/DWYHQHUJR ™ -6& /DWYLD
14. /I DWYLDQ 5XUDO $GYLVRU\ DQG 7UDLQLQJ &HQWUH /DWYLD
15. Latvian State Institute of Agrarian Economics, Latvia
16. Lithuanian Institute of Agrarian Economics, Lithuania
17. Mykolas Romeris University, Lithuania
18. Pope John Paul Il State School of Higher Education in Bia la Podlaska, Poland
19. 3R]QDQ 8QLYHUVLW\ RI (FRQRPLFV 3RODQG
20. 3R]QDQ 8QLYHUVLW\ RI /LIH 6FLHQFHV 3RODQG
21. Professional Association of Project Managers, Latvia
22. 5SHIHNQH +LJKHU (GXFDWLRQ ,QVWLWXWLRQ /DWYLD
23. Riga International School of Economics and Business Administr ation, Latvia
24. Riga Teacher Training and Educational Management Academy, Latvia
25. Riga Technical University, Latvia
26. Seinajoki University of Applied Sciences, Finland
27. Siauliai University, Lithuania
28. Slovak University of Agriculture in Nitra, Slovakia
29. State Regional Development Agency, Latvia
30. 6]HQW ,VWYDQ 8QLYHUVLW\ +XQJDU\
3l. /DWYLDQ 5XUDO $GYLVRU\ DQG 7UDLQLQJ &HQWUH /DWYLD
32. Turiba University, Latvia
33. University of Latvia, Latvia
34. 8QLYHUVLW\ &ROOHJH RI &XOWXUH DQG (FRQRPLFV /DWYLD
35. University of Agriculture in Krakow, Poland
36. University of Bremen, Germany
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37. 8QLYHUVLW\ RI (FRQRPLFV LQ 3UDJXH WKH &]HFK 5HSXEOLF

38. University of Helsinki, Finland

39. University of Social Science, Poland

40. 8QLYHUVLW)\ RI 6]FJHFLQ 3RODQG

41. University of Zielona Gora, Poland
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43. 39LGHV &HQWUV™ /WG /DWYLD

44, Warsaw University of Life Sciences, Poland

45. :HVW 3RPHUDQLDQ 8QLYHUVLW\ RI THFKQRGRJ\ LQ 6]F]JHFLQ 3ROD
46. Wroclaw University of Technology, Poland

The following topical themes have been chosen for the conferen ce:

— 3URGXFWLRQ DQG &RRSHUDWLRQ LQ $JULFXOWXUH
— Integrated and Sustainable Regional Development

— Rural Development and Entrepreneurship

— ODUNHWLQJ DQG 6XVWDLQDEOH &RQVXPSWLRQ

— Finance and Taxes

— Home Economics

7KH FRPSUHKHQVLYH UHYLHZLQJ RI VXEPLWWHG VFLHQRWRAGDBWLF
LQWHUQDWLRQDO DQG LQWHU XQLYHUVLW\\ OKHLYKOO HNVRI OH ¥ X H B WWKF

methodological research results, meeting the requirements of inter national standards,

DUH SUHVHQWHG DW WKH FRQIHUHQFH $00 VFUKQ\W.H®B\ DAXE PE @/HNWH

manuscript has been reviewed by one reviewer from the author 's native country

or university, while the other reviewer came from another country or university. The third

UHYLHZHU ZDV FKRVHQ LQ WKH FDVH RI FRQAIZFWNVNQZHWHY DHARQ\BRX

for the authors of the articles. Every author received the re viewers' objections or

UHFRPPHQGDWLRQV $IWHU UHFHLYLQJ WKH LPWHKRYMRDBQXMFMUQSWHDYG]

author’s comments, the Editorial Board of the conference evalua ted each article. Altogether,
DSSOLFDWLRQV ZHUH UHFHLYHG DUWLFOHN UAMIUHO Y X E2PH. WHV HRSQ DL

for publication.
$00 WKH SDSHUV RI WKH LQWHUQDWLRQDO VFLHRMAIQFH FIRQI HIXHIDF
'"HYHORSPHQW ™ ZHUH DUUDQJHG LQWR WKH WRMNAHMROORZLQJ WKHPDW

No. 30 Production and Cooperation in Agriculture
Finance and Taxes

No. 31 Integrated and Sustainable Regional Developmen t

No. 32 Rural Development and Entrepreneurship
Marketing and Sustainable Consumption

The publishing of the Proceedings before the conference will promo te exchange of opinions,
discussions, and collaboration of economic scientists on the internation al level. The
research results included into the Proceedings are available worldw ide to any interested

person.



The abstracts of the conference proceedings provided in English are submitted to the
international databases:

AGRIS - International Information System for the Agricultural Sci ences and Technology set up
by the Food and Agriculture Organisation of the United Nations (F AO UN) (www.fao.org/agris/),
and selected papers are submitted to especially comprehensive scholarly, multidisciplinary

databases containing full research texts:
— (%6&2+RVW $FDGHPLF 6HDUFK &RPSOHWH DQG
— &%%, 38%/,6+,1* G DW DHEt@NXseRCh.ebscohost.com/login.aspx?authtype=ip,uid&
SUR¢{OH HKRVW GHIRxvw&hWa& E OEK
— &% $%675%&76 &$%$ FRPSUHKHQVLYH ELEOLRJUDSKLF GDWDEDVH

7KH &RQIHUHQFH &RPPLWWHH DQG (GLWRULD® QRY D& ® WHH RSMHRH @Y & DAVRLPH
for the development of future conference proceedings and organisati on of international
VFLHQWL¢F FRQIHUHQFHV

:H ZRXOG OLNH WR WKDQN DOO WKH DXWKRUWKWHYURZHBDKNP HP KMREPHPUW W W I
and the Editorial Board as well as supporting staff for their contri bution organising the
conference.

On behalf of the conference organisers

Dr. oec. Aija Eglite

Associate Professor of the Faculty of Economics
Latvia University of Agriculture

Aija.Eglite@llu.lv
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Abstract.  The paper Food Crisis versus Threats to the World’'s Social and Economic Stability concerns the issues of

UXUDO DQG IRRG HFRQRP\ 7KH SUREOHP LV H[DFNMWMHG IR G HMFUH EHMO GUDYIRQV IRU WKH IF
Secondly, it indicates how the price growth and limited access to food may contr ibute to social destabilisation, not

only on the regional scale. Thirdly, it describes the latest mechanisms established by international institutions in order

to counteract social and economic crises caused by the increase of food prices and to lower the risk of protests and

VRFLDO XQUHVW ,Q WKH SDSHU WKH DXWKRU VWBERHYVOWRQ VD QRSRGUPWHIGY ER QAL EMWYOFRQ WU L E
GLVUXSWLRQ RI VRFLDO RUGHU 7KH SDSHU SRLQWYV RXW GKIFFAVWKKHWYHL H QY WQ WK P HR\HK R B W LKFHX
the qualitative analysis, descriptive analysis, and the method of histor ical reconstruction.

Key words:  food crisis, world’s stability.

Introduction 1. Reasons for the food crisis
Socialstability understood as maintainingasocial order JRRG DQG $JULFXOWXUH 2UJDQL]DWLRQ RI WE
ZLWKLQ D GH¢QLWH FRPPXQLW\ WKH VR Matipns\ermsurep trmDayan Ltioxgd the world is not in

country or, lastly, within the global community, is an
autotelic value, i.e. a value that cannot be overestimated.
The statementthatsocial peace expressedby predictability
of conditions in which an individual lives and acts, its

jeopardy of a serious food crisis, there are still numerous
alarming occurrenceswithin rural and food economy which

PD\ VLIQL¢;FDQWO\ DIIHFW WKH ZRUOGTV VWDELO

years, people have been dealing with certain occurrences

VHQVH RI VHFXULW\ SRVVLELOLW\ WR |XthatOavenbecqna Higdly disegrmible duridg the food

take a central part in the hierarchy of values. Realisation
of these values is intrinsically good, though very often
scarce. Disturbances of social order in different societies
do not only affect themselves but can also translate into a
tension increase in neighbouring countries, or encourage
unrest in the whole region. In contemporary globalised

crisis which has emerged along with the economic crisis.
There are a few reasons for unsettling the world’s food
stability. Both the sources of international organisations
(the World Bank, the FAO, humanitarian organisations)
and economists’ analyses indicate a few structural and
short-term reasons.

ZRUOG WKH ULVN RI 3VSUHDG' RI VRFLDO X@strustusal fastorsl ahsampass O O \
KLJK GXH WR ZLGHQLQJ LQWHQVL¢FDW IR Qgromth pfkhe waddpapuRtion; D Q G

JURZLQJ LQAXHQFH RI PXWXDO UHODWLRQ®YV R QUH B GRIEFDI®REPBAIW RI &KLQD DQG ,QGLD

Destabilisation may jeopardise a certain society
due to several reasons, both those typically political,

— investment negligence in agriculture, especially on
the hunger-struck areas;

FRQQHFWHG ZLWK DUPHG FRQALFWYV RU SR zZaexploitatignioXapicilkirat areas for biofuel crops;

may be caused by economic reasons, generating poverty,
unemployment or social exclusion, or those connected
with social inequity triggering social agitation, including

revolutions and social revolt. The items on the list of
reasons which may lead to destabilisation are numerous
and interconnected, since social unrest is eventually
caused by several factors.

The present paper focuses on one of the very

socially fragile factors which may adversely affect social
peace, i.e. the one connected with food security. Food

— global climate changes.

The short-term factors encompass:
— current weather anomalies;
— trade policies of some countries;
— high prices of oil;

— VSHFXODWLRQ RQ ¢QDQFLDO PDUNHWYV ZLWK

and food commodities.

Undoubtedly, the dynamics of population growth in
the world (in 2011, the number of the world’s population
exceeded 7 billion) translates into a demand for food

GH¢{FLHQF\ KDV EHHQ SUHVHQW LQ KXPDGN,@ouly Tie wroblerAl wnightQdeepen, as according

different scopes — the subjective, spatial, and temporal.
It has always found an outlet in protests, rebellions,

to the forecasts of international organisations; the

SRSXODWLRQ JURZWK ZLOO EH VLIQL¢{(FDQW (UVW |

UHYROXWLRQV RU DUPHG FRQALFWYV D Q ¢hosaQegivnsiaf thierverid @hvich eleady t present suffer

it has again become subject of the world’'s major
attention.

The aim of the following deliberations is to indicate
the threats which a lack of food security may pose to the
world’s social stability. It concerns not only the so-called
fragile populations but it also translates into the situation
of communities of well-developed countries.

serious problems with ensuring access to food.
A growth of global food demand is also a result of
the changing consumption pattern typical of the new

HFRQRPLF SRZHUV VXFK DV &KLQD DQG ,QGLD ZK

process of the societies getting richer goes along with
increased meat consumption. A demand for meat
strongly affects the prices of corn which animals are fed

1 & RUUHYV SR Q G L QErmiaiX ghakyRakrzyminiewska@ue.poznan.pl
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ZLWK 7KH FKDQJH RI WKH FRQVXPSWLRQ S/Ddyubtétlly,Qthe Qutstién. @eel of population is

is considerable; an annual growth of pork consumption
from 2005 equals 2.2%, beef consumption — 0.7%,
and poultry consumption — 4.9% (Agra Europe, 2011).

OLQNHG VLIQL{FDQWO\ ZLWK WKH OHYHO RI ZHI
is a country/society and the higher GDP per capita, the
smaller is the jeopardy of poverty, malnutrition, or even

$W WKH VDPH WLPH SHRSOH DUH GHD O b@derZharduntri€y Wiidh HaleHaRaN the lowest places

resources of production capital in agriculture. The FAO
sources quote that in the recent 20 years the investment
in agriculture has fallen dramatically in relation with the
1970s and 1980s. In the last decade, there occurred
a slight increase in the pace of capital accumulation in
agriculture and just before the crisis it equalled only

SHU \HDU 7R D VLJQL¢FDQW H[WHQW

the policy of highly developed countries which leads to
a limitation of areas under crop and yield of agricultural
produce (FAO, 2011).

Generally, the situation affects food prices which are
also a result of the growing biofuel production (mainly,
in the USA and the EU), as the high oil prices make their
SURGXFWLRQ PRUH SUR¢{;WDEOH
of growing plants which are not used as food staple
but as energy resource contributes to a limited access
to food. The extent of change within crop exploitation

on the list of the world's social development are especially

fragile, because they react strongly to even relatively

slight turbulences on the agricultural and food markets.
8QIRUWXQDWHO\ LW FRQ{UPV WKH WKHVLV WKI
situation explicitly reveals deep social inequity which has

not been eliminated by globalisation processes.

LThe isslie® of bl XeOwity Bre among the greatest
challenges for developing countries whose inhabitants
assign from 50 to 80% of their income to food, whilst
in developed countries, the rate equals 18%. High and
volatile food prices put the poorest inhabitants of the
world at a tremendous risk.

The problem of the unsettled food security should also

7TKH SERJGHVVHQDHURBHWWKH FRQWH[W RI VSHFEXODYV

markets. According to numerous sources, shortages
on the food market are increasingly drawing attention
Rl JUHDW FDSLWDO IXQGV DQG WKH LQAXHQF

LV YHU\ VLIQL,;FDQW DV DFFRUGLQJ W Rsp¥¢iator2dn @ food market and short-term contracts

vegetable oils in Europe and in the USA over a half of

WKH SURGXFHG PDL]JH DUH LQWHQGHG

This results in an increase in prices of plants intended
as food staple.

The food prices’ issue is linked with the global
climate changes which make agriculture a highly risky
business. This problem will worsen, as, according to
climate change specialists, extreme weather — droughts,

RQ WKH IRRG SULFHV ZDV VLJQL,FDQW LQ D

| R WoHdQEtohdniS SiRI&idnF &id. R@spects).  Investors

invested their assets in raw materials, agricultural raw
materials included, bringing about spiking prices in a
very short time. Financial institutions offer the so-called
agrofunds, accessible to an average investor which treats
investing in food in the same way as subprime lending.
A suspicion arises that skyrocketing food prices are a

ARRGV KXUULFDQHV = ZLOO DGYHUVHO\redlt dfFivientpdd) sgFeading Xanid in.@der to create

numerous countries which translates into food supply and

SULFH YRODWLOLW\ ,Q WKH ORQJ UXQ

result of climate changes and an increased concentration
of carbon dioxide in the air, the corn productivity on the

global scale will rise by ca. 9%, providing that new areas

of land in developed countries are used (otherwise, i.e.
if presently exploited grounds were still exploited, there

might occur a crop fall by 5%. [...] The strongest falls will

concern the Northern Africa, where the productivity may

decrease by even 80%, and the Southern Africa (over
30%). It will lead to growing disproportions in access to

IRRG" *U]JHODN 6WHSLHQ

an impression of an inevitable food disaster and, in

3 lewhsequehty, WdePtieVWah@E td/ spBcvlative/ inbestment

strategies. It has its explicit economic consequences,

as the price growth impairs economic development,

and more expensive raw materials become a hampering

IDFWRU 7KH VLWXDWLRQ GRHV QRW EHQHY¢
economy contending with deep economic problems.

Fluctuating prices may adversely affect the agricultural

VHFWRU DQG LQ FRQVHTXHQFH LQAXHQFH WK
security. It regards not only a threat for consumers but

DOVR IRU SURGXFHUV DV SULFH YRODWLOLW\
for farmers to plan production and sales, or import of

7KH HIIHFW Rl WKHVH IDFWRUV KDV V LlfddQ,Land iDiQ Woah addindgdtRatheGprice growth does

the spiking prices of agricultural yield and food products
on the world’s markets. Starting from 2000, the prices
measured by the FAO Food Price Index are constantly
growing, beating new records.

To avert global food shortages, the world has to start
producing much more and in a more sustainable way.
Otherwise, the near future may not only be characterised
by a high food price level (and, in consequence,
restricted access to food in less developed regions, or
in poorer classes of highly-developed countries) but

not unambiguously translate into the producers’ higher

income. The EU experts claim that the rate in the supply

FKDLQ LQ WKH IDUPHUVY LQFRPH KDV IDOOH!
ZKLOVW WKH SUR¢WV RI IRRG SURFHVVRUV D¢
constantly growing.

2. Food versus threat to social stability

$FFRUGLQJ WR 8 6ZLHUF]J\QVND VRPH H[SHU
security maintain that the situation on the world food
PDUNHWYV LV VHULRXV 3:KHQ D SRSXODWLRQ

LWV VLIQL{FDQW GH¢EFLHQF\ ZLOO HI[S DasGdddM KhirkatkioX i@ EkislenteQuislence and protests

malnutrition-struck areas in the world (at the end of

are a very probable reaction. In countries where the

WKH QXPEHU RI SHRSOH ZLWKRXW D inétfdtiohs &h@ WusDifr ilihoNties is weakened, e.g.,

to food rose to over 1 billion people in the world) (UN,
2011). ltis especially vivid in some regions of the world
which, in the long perspective, have had problems with

DIWHU ¢QLVKHG FRQALFWV RU ZDUV VXFK DC
easily spread, and eventually may jeopardise the region’s
stability. Food crises known so far in the history of

GHYHORSPHQW LQFOXGLQJ LQVXI¢FLHQhdmanity Rdve uSudify Gadl FodaldRddacter and emerged

FRQALFWYV SRSXODWLRQ JURZWK

DQG XQUGHUGHYRORSRHQ@QWWXUDO GLVDVWHUV RU DU

QXPHURXV (¢HOGV £+ VRFLDO HFRQRPLF D @tGatoiR @4y diff&r completely from the previous
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RQHV
of the present crisis which is not triggered by one but a

ZKROH UDQJH RI IDFWRUV 6ZLHUF]J\QVND

doubt that contemporary food security is not strictly an

economic problem or a sensitive social issue but it is also
a serious political problem. In the last few years, namely

the problem of spiking food prices has led to important
social unrest.

7KH ¢UVW YLROHQW ZDYH RI SURWHVWNUMRHWBHKRGL QQ EWEIHW\ WR

period between February 2007 and May 2008 in 30
countries of the world. The most acute problems took
SODFH RQ +DLWL LQ &DPHURRQ
)DVR ,YRU\ &RDVW *XLQHD ,QGLD
OH[LFR ORURFFR OR]DPELTXH
where there were some fatalities among the protesters.

The protests against the high food prices not only
triggered the social unrest in those countries but were

(J\SW

cUVW DQG IRUHPRVW EHFDXVH RI WahH20D9)RA Presert he) MumidéHadd people, whose

basic existence is endangered, is growing due to the
spreading/ KddndidicL &fisi®.RWhat we are experiencing
now is a wave of violent protests throughout the whole
European Union. Demonstrations, strikes and pickets are
held in protest against the policy of social cuts, dictated
by the crisis. This is an answer to the lowering standard
of life among many Europeans, high unemployment, and

of protests, summoned by the European Trade Union
&RQIHGHUDWLRQ (78& LQ 1RYHPEHU

%Pl tBat Een holghN Eu@ope can ensure food
, Q G R sgeuvity Becadde XUtk AgbicQituial policy, the worsening
6HQHJIDO ebdRdmi@ ditiatidiof Wuln&ous families may lead to a

decreased access to basic commodities, food included.
Therefore, increasing food prices will also in this area be
a central issue to destroy a sense of security. This, in

IXO¢O EDVLF QHHGV 7

GHPRQV)

DOVR UHAHFWHG LQ WKH HFRQRP\ FORVH® XW® FRDRDVWHWNUHKQUHVW DQG VRFLDO FRQALFW

in Egypt, disturbances in foreign trade etc.).

The background of the second wave of social protests
DQG DUPHG FRQALFWV
$UDE $ZDNHQLQJ" IURP

3. Food security — mechanisms of averting

FDOOHG :*WKH $4ddehal 4h9etordmicRiisesW KH
"HFHPEHU

InihisHing tikopardies of outbursts of social unrest

FLWLIHQVY GLVVDWLVIDFWLRQ ZLWK OLY laf bhetdhidg b \bhafyy folSdiobsd Pdltef & is not

unemployment, political situation — corruption, nepotism
in authorities, limitation of civil rights by autocratic
authority of the state, and also the growing prices of food.

7KH LQAXHQFH RI WKH JURZWK LQ

about simple restriction of economic activity concerning
the agricultural and food markets but about establishing
mechanisms of sustainable economy which would limit

I R BdverselbbriséhMenBe@ of'¥H& Hbove mentioned factors.

SURWHVWY LQ QXPHURXV $UDE FRXQWUAhoMg kbe hid@ves) Ritieh Biln at reducing food

the analyses carried out by a scientist team from the

prices, is certainly the establishment of a public, global

1HZ (QJODQG &RPSOH[ 6\WWHPV ,QVWLWKNMénisind 6y§tém ehsdring access to reliable and up-
&DPEULGJH XQGHU ODUFR /DJLYV PDQDJH®RHER Wform&tibn BhHddgplies of food commodities,

presented a study of economic reasons underlying
the revolution in the North African countries in 2010-
2011. The scientists used in their analyses the index
Rl AXFWXDWLRQ RI DJULFXOWXUDO
discovered that the price growth preceded social unrest,
acting as a catalyst for moods in those communities.
Thanks to mathematical models, the researchers pointed

D VSHFL¢F IRRG SULFH WKUHVKROG
of next riots become likely. The analysis of price growth
dynamics was linked with other reasons which also
point to the issue of speculation with food commodities
and excessive use of plants to biofuel production. The
crucial position of this issue is not to be underestimated,

as hunger and malnutrition of millions of people are at
stake. What we are dealing with is both a humanitarian
and political problem. The areas jeopardised by hunger

or struck by it pose a potential threat due to possible

XQFRQWUROOHG PLJUDWLRQ RI SHRSOH

in warfare.

The conducted study is a very important warning to the
world, especially to its policy-makers. It points out that
certain steps to restrict the price growth of agricultural
produce may essentially contribute to lessening the
tension in the world. The problem does not exclusively
concern undeveloped countries but it is also beginning
to affect highly-developed regions. Only recently
ca. 33 million people in Europe were described as
exposed to risk of undernutrition (Ljungqvist,
Man, 2009), which is both a social and economic
problem, as it considerably raises health care costs
connected with hospitalisation of people suffering from
undernourishment-related illnesses. The costs are
estimated at ca. EUR 120 billion per annum (Ljungqvist,

18

possibility of export and demand for import, and
LQIRUPDWLRQ FRQFHUQLQJ
should have a stabilising effect on the market. The system,

D Q GuvhitR R Corigindilf @esigiely toPdddpteract speculation

on agricultural markets, was established by the G-20.
AMIS ( Agricultural Market Information System
encompass such international organisations as FAO,

to systematically gather, analyse and spread information
on the present and forecasted situation on food markets
and changes in agricultural policy. Its objective is an
improved transparency of the world food market which is
supposed to limit mechanisms causing excessive volatility
of prices and speculative actions. This is an effect of
the recently emerged belief that the action, which had
EURXJKW DERXW D GLVDVWHU RQ
similarly cause a disaster on the markets of agricultural
PR matErRIQ Arhé Yystent shyrdQatitd2e monitoring
of the process of establishing prices of agricultural
produce and commodities in the world. The Rapid
Response Forum (RRF) is also supposed to serve this
purpose. Thanks to the Forum, international community
has a chance to react promptly to alarming situations

RQ WKH ZRUOGY{V DJULFXOWXUDO DQG

question arises, though, whether gathering all
information into a coherent system, enabling a
faster reaction to the price growth of agricultural

), which

({QDQFLDO WUDQVDF

DERY)' ZK(&F K gWE T " WKEHWWH :RUOG %DQN DQG :72 LV

(QDQFLDO PD

IRRG PDUNF

ubz PDWHULDOV LV D VXI¢FLHQW LQVWUX
reduce unfavourable occurrences. Undoubtedly,

global reforms are necessary to weaken the unfavourable

occurrences in this respect. Therefore, a proposal of

WKH (XURSHDQ &RPPLVVLRQ RI 2FWREHU LV D

mentioning occurrence. It actually acknowledges
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that the current policy of supporting biofuels has an

and the Middle East, 1HZ

DGYHUVH LQAXHQFH QRW RQO\ RQ QDWXUD Gystt@sY LIUsR@E® H &Xiv: E XOV August  2011.

also on food security. A consequence of change within

Retrieved: http://arxiv.org/pdf/1108.2455.pdf.

WKLV ZD\ Rl WKLQNLQJ LV D SURSRVDO WR UNdC#s WA NowemberPQl2: FD QW O\

the biofuel production.

Conclusions
The analysis shows that
1. Hunger or limited access to food has always been a

*UJHODN % 6WHSLHQ  6Konsekwencje
zmian klimatycznych dla rolnictwa — wybrane
problemy (Consequences of Climate Changes for
Agriculture — Selected Issues). In: Agroekonomia

w warunkach rynkowych. Problemy i wyzwania ,

UHDVRQ IRU JUHDW FRQALFWV UHYROXW (Ag@sconpjcy pry Wagket \waeagjtions. Problems

world’s history.

2. &RQWHPSRUDU\ ZRUOG KDV JDLQHG QXMakowxy 156 \v Wydawnictwo

to ensure people’s food security, avoiding violent

and Challenges)y HG $ *U]JHODN $ 6DSD

Uniwersytetu
(NRQRPLF]J]QHJR 3R]QDQ

UHDFWLRQV RI FRPPXQLWLHV ZKR ¢ JKW Ardingv RemouwovesD \Glopal Food  Crisis.  The

existence.

3. Food is both a humanitarian, social, economic, and
political problem as well as an important instrument,
allowing to maintain a social order.

4. Sustainable economy, meaning an agreement on
international level, should aim at limiting the factors,

ZKLFK DUH SUHVHQWO\ LGHQWL{HG BV

growth in food prices. It should also dynamise joint
preventive actions against food crises in different
parts of the world which, as a result of growing
economic problems of highly developed countries,
DUH VLIJQL,;FDQWO\ ZHDNHQHG

5. 6FLHQWL¢F PHWKRGV PD\ EH XVHG WR

crises.
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2 :DUVDZ 8QLYHUVLW\ RI /LIH 6FLHQFHY 'HSDUWPHQMW RV LR R QR P(IGFW HIUG® 2\UH D

Abstract. 8VLQJ WKH GDWDEDVH RI HLJKW &HQWUDO DQG (DVWHKMWY KRERSEIDG MRDP QWKW L:RQ G

Bank collection of World Development Indicators, the authors examine the relationship between high contract-intensive

money as an indicator of contractual and property rights (or a general me asure of the quality of governance and

institutions) and performance of several macroeconomic indicators (GDP growth, FDI to GDP ratio, employment rate

HWF RYHU WKH SHULRG IURP WR 7KH 3HD)ALRIQWYVFRHUWHH & B MWE RMVRFRHWHUPLQH WKH V

WKH UHODWLRQVKLSY $GGLWLRQDOO\ WKH DXWKRYW XR® ® @O WIHS/OH. /& VL ESQ® JUBIQ H[SC
YDULDEOH 7KH SHULRG DYHUDJHV Rl &,0 IRWH VDIGH XLGXBOW RR BWRYHY ZBIUZKHUHDV WKH ORZ
DQG /LWKXDQLD &URVV FRXQWU\ GLVSHUVLRQ Rl WEBOV IWRWLR KRYZOLDGYWR2NE UBO®OHROOU UH
provide little empirical support for the notion that the better performance of the national economy is strongly related

WR WKH EHWWHU HQIRUFHPHQW RI SURSHUW\ ULJKWY\ FDIQNU I3 RAOL\W DY WWDWVIRFW DMOLGR@\ EH WQ
DQG HFRQRPLF JURZWK UDWH +XQJDU\ HPSOR\PHQW UDWKHY WKHPLR]HRKRBWHIBKEOG FRQVXPSW
VSHQGLQJ WKH &]HFK 5HSXEOLF DQG 60RYHQLD JPHA EXYGQHMNW G HQNWGW\D SHIMPD O IRUPDW.L
private sector (the whole group of countries), and negative association with long-term unemployment (Slovakia). The

PXOWLSOH UHJUHVVLRQ UHVXOWY VKRZ XQH[SHFWHS& BHWIZWHQH&YL DG HFQRW RPH.G DIW RRZ@QAKK U
in Latvia, Slovakia and in the whole group of the countries.

Key words: FRQWUDFW LQWHQVLYH PRQH\ SURSHUW\ ULJKWV HFREBBRLAUBBAHAWK &HQWUDO D(
JEL code: EO02, K11, E51

Introduction institutions and institutional framework playing the key
“The reason why men enter into society, is the role in this respect.
preservation of their property; and the end why they Experience from, for example, transition economies
choose and authorize a legislative, is, that there may be VXJIHVWYVY WKDW ZLWKRXW HI(FLHQW LQVWLWXWLI
laws made, and rules set, as guards and fences to the production factors are not capable of delivering rapid
properties of all the members of the society, to limit the growth (Eicher T.S. et al., 2006). Many authors (e.g.
power, and moderate the dominion, of every part and IRUWK " & (FRQRPLGHV * (JJHU 3 +
member of the society.” Nooruddin 1., 2010) view institutions as a primary

John Locke (1764, §222) determinant of economic performance and argue that
good national economic performance and overall well-
EHLQJ LV D FRQVHTXHQFH RI KDYLQJ WKH ULJKW F

) . . of economic and political institutions. There is also a
in economic performance by physical and/or human ) - R )

. ) growing number of empirical institutional studies that
capital and technological change as sources of

i he, i instituti d i
HFRQRPLF JURZWK &RQWHPSRUDU\ HFR eﬁaf]lf“?/\}v?/ m,élg?\ﬁe\zrlll JSHitions and economic

erformance (Efendic’A., Pugh G., Adnett N., 2011).
seek the deeper, more fundamental factors that

PD\ LOAXHQFH ORQJ WHUP HFRQRPLF JuURZWReESIGRNg e Wf?tpiat property rights play in
S . . economic petformance, this study will provide further
New Institutional Economics (NIE) that essentially

contributes to explaining economic growth and LQVLIKW LQWR DQ H[LVWLQJ ¢HOG RI UHVHDUFK |

S and development.
development by considering not only the standard ; L . .
. I Following this introduction, the paper is structured as
factors of production but also institutions.

. follows. The nex ion roaches the main con
Throughout this study, institutions are understood as ollows. The next section approaches the main concepts

IRUPDO DQG LQIRUPDO *UXOHV RI WKH JDSHPRY rﬂ?%t_%ifv‘” 'Jﬂﬁ@‘irﬁgﬁa've.s about their
. : . economic role discussed in the refevant literature. The

the behaviour of economic agents) and their enforcement ir " ists of descrition of dat ;

FKDUDFWHULVWLFV DV GH;QHG E\ 'RxJo B ?ec'?"lgff’\'i\?'l?s of description oI data sources,

0 n ho i The third section offers
,QVWLWXWLRQV PD\ KDYH D GLUHFW LQ)@?‘%&%}L‘\R_‘ lﬁ}fg‘?%&%\}ﬁ

. . XOWV 7TKH ¢QDO VHFWLRQ
outcomes (e.g. through affecting transaction costs) or lusions and r. dation
LOGLUHFW LOAXHOFH H J WKURXJK LOFAEWPYaW $69Meadi9%w o

physical or human capital).

Mainstream economics used to explain differences

$FFRUGLQJ WR $QGU]JHM :RMW\QD Irskiteticnuad propeay rights
WKH ¢QGLQJV RI ZRUOGZLGH VWXGLHV WKH BKHBSRUOV®GJI:BWRSGHIMMARWDLIKW - UHIHUV WR DQ R
in the growth literature has been recently placed on to use a good or asset for consumption and/or income
* &RUUHVSRQGLQJ DXWKRU 7HO ID[

E-mail address DOGRQDB]DZRMVND#VJJZ SO
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generation. It can also include the right to transfer it
to another party, in the form of a sale, gift or bequest
as well as the right to contract with other parties by
renting or mortgaging a good or asset, or by allowing

RWKHU SDUWLHV WR XVH LW $OFKLDQ $

Besley T., Ghatak M., 2010).

$FFRUGLQJ WR 'RXJODV & 1RUWK
are an important element of the institutional structure of
an economy since, like other institutions, they structure
incentives in human exchange, whether economic, social
or political. Generally, economic rules (institutions)
GH¢QH SURSHUW\ ULJKWV 1RUWK
of property rights and the effective enforceability of
contracts are two main conditions necessary for market
economy. Strong property rights regime lays the
foundation for growth, freedom and overall well-being of
nations (Sullivan J.D., Rogers J., Bettcher K.E., 2007).
In the economic literature, property rights enforcement
is not merely considered a key driving force behind
economy’s performance but also a crucial attribute of
state (government) capacity to perform its basic tasks.

Various alternative measures of property rights
(mostly of subjective nature) are used as institutional
variables in the empirical research (e.g. Property
rights component of the Heritage Foundation’s Index of
Economic Freedom, Legal system and property rights
sub-index of the Fraser's Economic Freedom of the

enforcement and property rights institutions that support

non-self-enforcing transactions have also an impact on

the forms of assets held by the population. In countries

with institutional weaknesses, where uneven legal and

fgoliticaH envitbihent makes it sensible to hide one’s

assets (including money) and economic activities from the

gdOURmBIEhY Péople willk®Vivore willing to use the cash

rather than other payment methods in order to carry out

their transactions. This behaviour allows people avoiding

ULVNV RI DVVHWY VHL]XUH DQG H[SURSULDWLRC

by the government. Additionally, if formal contracts

cannot lieteffactiBl)X dnfoktked by a court, or are avoided

because they leave written evidence of the transactions

that one wishes to conceal from the authorities, then

cash becomes more attractive when compared to less

liquid money since it completes the concealment of the

WUDQVDFWLRQ +RXVHKROGV IDUPHUV DQG ¢

prefer to maintain their assets in the form of cash (and

eventually demand deposits) rather than time deposits

DQG RWKHU (QDQFLDO FODLPV EHFDXVH WKH\

in the integrity, safety and soundness of banks and other

LVVXHUV RI (QDQFLDO FODLPV RU EHFDXVH \V

government’s competence in the prudential regulation of

(QDQFLDO HQWLWLHYV &ODJXH & HW DO
&RQYHUVHO\ LQ FRXQWULHV ZLWK PRUH VH

rights and effective contract enforcement, people

have little motive either for keeping cash or using it

:RUOG ,QGH[ PHDVXUHV Rl FRUUXSWLRQ QVODWJHHAHBE®WDPWLRQV ,Q VXFK D FDVH 3V

expropriation of private property by the state, etc.).
In the study, the authors consider single measure of

transactions be formally recorded in case there is a
dispute to be resolved, and they are relieved of the

LQVWLWXWLRQDO TXDOLW\ * &RQWUD FWinkdaWritRc¥ laNdHdaRg8rQoH dealikhg Gn large amounts
ZKLFK LV UHFRJQL]JHG DV *DQ REMHFWLRH PXOYMGH\'RI&WKHXH & HW DO "KHQ

enforceability of contracts and the security of property

EHOLHYH WKDW HQIRUFHPHQW RI ¢QDQFLDO FR(

ULJKWV" &ODJXH & .QDFN 6 .HHIHU 3 BOQWYRQXA;FLHQW WKH\ ZLOO EH PRUH GLVSRV
&,0 PHDVXUHV WKH H[WHQW WR ZKLFK 3idét pattlddMo hbld hiMMindd-R exchange for some
DQ\ FRXQWU\ DUH VXI(FLHQWO\ VHFXUH WKPYHGREWY RG®XROY JIXWHe HW DO
ZLOOLQJ WR KROG OLTXLG DVVHWYV YLD ¢QRQJF LWk RWHU BRYYIRD v\ E\ UHVHDUFKHUYV
&KULVWRSKHU &ODJXH HW DO D U HroD iV &rden® KrH thé WYnfYact intensive sectors —
UHVHDUFKHUV WKDW HPSOR\HG &,0 WR RHBVX/WWH MW v HAVIKIGFWY UHAHFW WKH OHJLWLPDF)\
of institutional quality on investments and per capita WKDW HQFRXUDJH LPSHUVRQDO H[FKDQJH &R
income growth in a cross-country regression analysis. *LHGHPDQ ' & DQG -RKQVRQ 1 $GGLWL
These authors documented a strong positive cross- &,0 UHAHFWV WKH WUXVW LQ JRYHUQPHQW F
country relationship between those variables. faith investors have in the government's ability and

&RQWUDFW LQWHQVLYH PRQH\ LV WKH MD3OYR) Fd HYWPWRCGHBVYRUFH ¢ QDQFLDO FRQWUDI

well as the time savings and foreign currency deposits I[URP H[SURSULDW U @ssets KDaRK-3. DKugler M.
of resident sectors other than the central government to and Manning N., 2003).

EURDG PRQH\ DQG LV GH¢QHG DV 0 i& 0 ZKHUH O

LV D EURDG GH¢{QLWLRQ RI WKH PRQH\ VXSSO\ DQG & LV WKH .

amount of currency held outside banks. This variable can Methodology/approach of own empirical

EH DOVR GH¢QHG DV WKH UDWLR RI QRQ FRSBAKCHF\ PRQH\ WR WKH

WRWDO PRQH\ VXSSO\ 7KLV UDWLR FRPSDUHYenQroadreseprch iDdescrplive and quantitative

that depend on functioning formal contract enforcement in nature and is based on the New Institutional Economics

LH E\ WKLUG SDUWLHV WR ¢QDQFL D Cthepry.VTArough auc@matriccaRalyQify Wie study seeks

depend on formal contract enforcement. to identify the association between institutions and
Highly contract-intensive money is the ratio of the economic growth and other variables describing national

time, savings and foreign currency deposits of resident HFRQRPLHV 7KH DXWKRUV H[SHFW WR QG

sectors other than the central government to broad correlation between country’s property rights quality and

PRQH\ GH¢QHG DV 01i0 O ZKHUH 0 L3evepeb tgageconomic metrics, including GDP growth

GH¢{QLWLRQ Rl WKH PRQH\ VXSSO\ 7KLV P@#®VXUH UHAHFWYV WKH

SURSHQVLW\ WR LQYHVW LQ (¢QDQFLDO DYV Visstwional [StLUKi€s\havR QIWBrUMsE W a question:

intensive sectors include banks, insurance, trading and How to measure or proxy for institutions? Different

other service companies. institutional proxies in empirical research suggest
7KH UDWLRQDOH EHKLQG XVLQJ &,0 tmayth@e iSWR fingleRvariable perfectly representing

property rights is the conviction that the same contract institutions. The institutional variable of interest in this
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Description of variables used in the analysis

Table 1

Variabl )
ariable Variable name '"HeQLWLRQ Source
acronym
Money: M1 The sum of currency outside banks and demand
021<B&3 (current local epasits other than those of central government | jonal
FXUUHQF\ xQLw9eI%h 9 : nternationa
™ : ide banks. d 14 - Monetary Fund (IMF):
" . . he surr]n 0 r::urren;:yhouta e Ian s, deman Sposns International Financial
oney and quasi ot e.r than t gse of the ceptra government, arl Statistics (IFS) & data
040<B &1 money: M2 the time, savings and foreign currency deposits of . OHV
FXUUHQW /&8 | resident sectors other than the central government. It ¢
corresponds to lines 34-35 in the IMF's IFS.
&.0 &RQWUDFW LQW Hé}\IIIOYHO Authors‘own
money calculation
. $IJULFXOWXUH LQFOXGHV IRUHVWU\ KXBhb@dPolicy KLQJ |DQG
Agriculture, - . . .
cultivation of crops and livestock production. Value & Debt: National
VA_AGR value added ) ) )
(% of GDP) added is the net output of a sector after adding up all accounts: Shares of
outputs and subtracting intermediate inputs. GDP
Employment to The proportion of a country’s population that is Labour & Social
EMP_TP population ratio, employed. Ages 15 and older are generally considered Protection: Economic
15+, total (%) the working-age population. activity
Firms using banks to
FRM_BN LODQFH LQYHV mve;—é_l\z/n?sUFHQWDJH RI ¢UPV XVLQJ EDQN\)I(;\/nott:ﬁzilg(uﬂilvz)ZH
RI ¢UPV P y
Annual percentage growth rate of GDP at market
GDP GDP growth prices based on consFant local currengy. GDP is the
iy sum of GVA by all resident producers in the economy
RATE (annual %) . -
plus any product taxes and minus any subsidies not
included in the value of the products.
* ; qg
forumiti\c/)r\ll (r’i\Ea}—tieG FD3 |Plsﬁllal:%eomvestment covers gross outlays by the private
*)&)B35 sector P VHFWRU LQFOXGLQJ SULYDWH QRQ SU%\{V Dknalona RQ
DGGLWLRQV WR LWV ([HG GRPHVWLF D
(% of GDP) Q el accounts data and
The market value of all goods and services purchased 2(&" 1IDWLRQDO
+RXVHKROG ¢ Q Dy households. It excludes purchases of dwellings but $FFRXQWV GDWD ¢OHV
&21)B consumption includes imputed rent for owner-occupied dwellings.
HOUS expenditure It also includes payments and fees to governments to
(% of GDP) obtain permits and licenses, and the expenditures of
QRQ SUR{W LQVWLWXWLRQV VHUYLQJ KRXVHKROGV
Industry, value ,QGXVWU\ FRUUHVSRQGV WR ,6,& GLYL|VLRQV W
VA_IND added comprises value added in mining, manufacturing,
(% of GDP) construction, electricity, water, and gas.
7KH QHW LQARZV RI LQYHVWPHQW WR Dﬁ”:_[f&jsm—é D ODVW[LQJ
. ) IMF, an
. . management interest (10% or more of voting stock)
Foreign direct . . L Balance of Payments
) in an enterprise operating in an economy other than
investment, net . ) . . databases; WB,
FDI_NV 5 that of the investor. It is the sum of equity capital,
LQARZV . ; . Global Development
reinvestment of earnings, other long-term capital, .
(% of GDP) and short-term capital as shown in the balance of Finance, and WB and
P 2(&"' *'3 HVYWLPDWHYV
payments.
&RQVLVW RI QHW )', DQG SRUWIROLR LIQYHVWPHQW 7KH )",
is total net: net FDI in the reporting economy from IMF, Balance of
3ULYDWH FDSL \ibr@lgiAsRuEdés less net FDI by the reporting economy Payments Statistics
& 37)B 35 total to the rest of the world. Portfolio investment excludes Yearbook and data
(% of GDP) liabilities constituting foreign authorities’ reserves ¢OHV DQG :% DQG
and covers transactions in equity securities and debt 2(&" **3 HVWLPDWHYV
securities.
New bus!ness. density New businesses registered are the number of new World Bank’s
NBUS_ (new registrations o S . ) ) )
limited liability corporations registered in the calendar Entrepreneurship
DNS per 1000 people ear. Survey and database
aged 15-64) yeat Y
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&RQWLQXH WR 7DEOH

'"RUNHUV ZKR KROG WKH W\SH RI MREV|GH{QHG DV D 3VHOI
HPSOR\PHQW MREV" L H MREV ZKHUH|WKH UHPXQHUDWLRQ

Self-employed, total LV GLUHFWO\ GHSHQGHQW RQ WKH SUR¢{WYV GHULYHG IURP
SELF_EMP | (% of total ) }
employed) the goods and services produced): employers, ’
own-account workers, and members of producers International Labour
cooperatives. 2UJDQL]DWLRQ [.H\
Unemployment, total The share of the labour force that is without work but Indicators of the
UEM.TOTL | (% of total labour DYDLODEOH IRU DQG VHHNLQJ HPSOR\PlhpW Makegs QLWLRQV R
force) labour force and unemployment differ by country. database
Long-term

The number of people with continuous periods
of unemployment extending for a year or longer,
expressed as a percentage of the total unemployed.

unemployment
(% of total
unemployment)

Source: authors’ construction based on the World Bank data

UEM.LTRM

Table 2
Descriptive statistics for CIM in the selected EU countries , 1990-2011
POL CZE HUN EST LVA LTU SLK SLV BU-8
Mean 0.582 0.502 0.576 0475 0.382 0.889 0.5p6 0.7591 0.532
Standard deviation 0.104 0.134 0]049 0.107 0.07R 0.064 0.099 0.13 3 0.149
Observations 22 17 22 21 19 19 16 21 157

1RWHV 3RODQG # 32/ WKH &]HFK 5HSXEOLF * &=( +X@6DUXDWY¥8D XVRQIMWKXDQLD * /
Slovakia — SVK; Slovenia — SVN

Source: authors’ calculations based on the World Bank data

study is the highly contract-intensive money (denoted in Research results and discussion
RXU DQDO\VLV E\ &,0 FRQVLGHUHdefar®y D PHDMV R ®IQJ WR WKH LQYHQWRUV RI &,0 L
property rights institutions. Highly contract-intensive captures the quality of the property rights and contract
money has been estimated as 0io o enforcement institutions. Given this, we can expect

The panel data used in this study is drawn from the KLJKHU &,0 UDWLRVY ZKHUH SURSHUW)\ ULJKWV D
World Bank World Development Indicators available third-party enforcement is more credible and smaller
at: http://data.worldbank.org/data-catalog/world- ratios where property rights are less developed and
development-indicators. The data set consists of statistics protected, and third-party enforcement is defected.
RQ WKH HLJKW &HQWUDO DQG (DVWHUQ ¢XRRKHDRQZRBEYWWKH KLIKHU &,0 FRQWUDFV
(which joined the EU in 2004) over the period 1990 to and property rights institutions will be judged more
2011. All these are post-socialist transition countries, positive.
whose initial conditions were largely comprised of similar In the period 1990-2011, Slovenia on average
institutional formats. Due to the lack of data for the whole GLVSOD\HG WKH VWURQJHVW &,0 UDWLR ZKL
period, the authors have analysed shorter time series for Lithuania reached its lowest levels. An average ratio
some variables and/or countries. The variables used in for our group of eight transition countries was at 0.53
this analysis are listed and explained in Table 1. (Table 2).

The authors employ simple empirical strategies to The pattern of change observed in Figure 1 indicates
DQDO\]H WKLV FURVV FRXQWU\ GDWD VH}dowhw&d trenVilKtHe Righ\WoktRabt-¥tensive money
do not attempt to estimate any kind of the causal effects ratio in Slovenia and Estonia (1991-2011), Slovakia
RI' &,0 WKH\ IRFXV UHVW VROHO\ RQ WKH DVVRAUP VRO BHSXEOLF 3RODQ
relationship between this institutional measure and other (1990-2011) and Latvia (1991-2009), and respectively
variables. Therefore, the authors used three empirical upward trend in Hungary (1990-2011) and Estonia
VWUDWHJLHYV &RQWUDFW LQWHQVLYHooPR@AN\ LV RQH RI
explanatory variables of economic growth (a multiple 6LQFH WKH KLIJKHVW KLVWRULFDO OHYHC
regression); (2) The technique of correlation to test the occurred in different periods for different countries: in
VWDWLVWLFDO VLIQL¢(¢FDQFH RI WKH DVVREROWdb B QVEKIN ZHHX &WIXESLF 60RYDNLD DQG
other variables describing economic performance; (3) 1997-2001; in Hungary over 1995-1998; in Estonia in
6LPSOH EL YDULDWH UHJUHVVLRQV ZKHU H0§4saRd 2608:;ih I_QIid ihid6868008; in Lithuania ove r
is a single explanatory variable. The dependent variables 2008-2009.
used in single regression analysis may be grouped 7KH DXWKRUV (QG HYLGHQFH RI WKH GHFC
into two categories: variables related to growth (GDP country dispersion (sigma-convergence ! Rl &,0 UDWLR
growth rate), and variables related to other economic EHWZHHQ DQG ZLWK LWV FRHI¢(¢FLHQWYV F
performance characteristics. across eight states equal to 0.33 and 0.15 respectively.
Economic Science for Rural Development No. 31, 2013 23
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Fig. 1. CIM vs. time in the selected EU countries, 1990-2011

Multivariate regression estimates for eight European Union Member States, 1990-2011 fevles
Dependent variable: GDP growth rate (GDP_RATE)
Lr;c:;‘:)elggem POL | CZE | HUN | EST | LVA | LTU SVK Si\/N |EU-8
&RHI¢FLHQWYV
&2167%$17 -149.1 -57.2 82.3 99.2 1B1.0 205.3 * -15(2 46.2 -0.43
EMP_TP 0.98 1.61 -0.92 0.62 0.10 1.02 Q.88 * -0.1f7 0.11
FDI_NV 171 * 0.38 0.00 0.65 1.70 -0L74 0.45 ** 0.49 0.04
&21)B+286 1.59 -1.19 -0.54 0.88 {191 -3.81 * -0.13 -0.95 0.01
SELF_EMP 0.39 1.64 1.50 5.24 1.09 0.10 -0.40 0.p2 0J07
&,0 -17.59 5.26 r48.31 -57.38 -57.42 * -1245 -27.39 ** 1421 -6. 55 *
R-squared 47.01 B5.63 P5.85 48.35 6627 80.115 90.55 32.67 6.80

1RWHV 3RODQG * 32/ WKH &]HFK 5HSXEOLF + &=( +X@6DUIDWY¥8ED A{VU/RQ/INIWKXDQLD

6ORYDNLD + 69. 60RYHQLD *+ 691 6LIQYHRD QWEDIQ WHAD QW BW WKH OHYHO

Source: authors’ calculations based on the World Bank data

7KH OLWHUDWXUH UHYLHZ SURYLGHG tEhsifdD GouritHesl areRoImvidiQimstitutionally divergent

(2002) suggests unclear evidence about impact of that they should not be treated as a homogeneous region.
institutions on economic growth in transition economies Furthermore, economic growth differences depend
LQFOXGLQJ &HQWUDO DQG (DVWHUQ (XuUdR &br® anh thHe policed/ atbpted than on the type of

possibly due to many different types of institutions institutions. Nevertheless, relatively sluggish economic

EHLQJ FRQVLGHUHG GLI(FXOWLHV WR drdwih\inKRblnd La® thé\beg\hXiny loRtGeV20th century

quantitatively and many non-institutional factors was caused by the gradual deterioration of institutional

affecting economic growth. According to the authors, environment.

1 The term sigma-convergence originates from the economic growth litera ture (e.g. Barro R.J.,, Sala-i-Martin X,
1992).
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Table 4
3HDUVRQ FRUUHODWLRQ FRHI¢(FLHQWY EHWZHHQ &,0 PE®WWYWIHOHFWHG HFRQRPL
in eight EU Member States, 1990-2011

Contract-intensive money (CIM)

Variables

POL CZE HUN EST LVA LTU SVK SVN EU-8
VA_AGR 0.47* . L0.64** . 0.20 -0.36 048 0.66** -0.22f
EMP_TP 0.04 0.56* -0.82** 0.23 -p.27 -0/46 -0.18 -0.58t* -0. 27
FRM_BN -0.74 -0.59 0.54 0.54 0.80 .56 -0.p9** -0.99** 0.13
FDI_NV -0.16 0.14 0.03 0[62** -0.49* -0.80 0.0 -0.12 -0.05
GDP_RATE -0.13 -0.23 0.50* 10.38 -0.62** -0.87 -0.53* 0.04 - 0.18
*)&)B35 . . . . -0.35 -0.44 0.52 " 0}41**
&21)B+28¢ 0.33 0.77**  40.54** -0.14 -0.39 0.12 -0.18 0.71* -0.26**
VA_IND 0.02 . . . 0.19 -0.39 -(0.53* 0.52* 0.45**
UEM_LTRM 0.07 -0.55 0.76** -0.23 -0.14 -0145 -0.78** 0.59% 0. 00
NBUS_DNS -0.41 0.02 0.86* -0.96* -0.25 0.40 0.22 0.0p 0.21
&37)B35 -0.08 0.44 -0.01 +0.38 0.26 Q.10 0.26 0.12 -0.p8
SELF_EMP 0.77** -0.69 0.02 -0.22 0.02 -0.19 -0)77 0.44 0.1y
UEM_TOTL 0.42 -0.14 -0.07 0.31 0.43 0.29 0.28 0.6p** -0.14

1IRWHYV 6LIQL,FDQW DW WKH OHYHO 6LJQL ¢ FHDQWWDNVDW KHQ RVW DYHQODEOH

Source: authors’ calculations based on the World Bank data

Although the theoretical connection between property LQGLFDWH VLIJQL;FDQWO\ QHJDWLYH UHODWLR
rights and economic growth is uncontroversial, authors’ economic growth rate. In Slovakia, there seems to be
results of multiple linear regressions of growth rate DOVR D VWURQJ QHJDWLYH FRUUHODWLRQ RI
7TDEOH VXJIJHVW WKDW &,0 GRHV KDYMVVYRIQEPRONYWVRXWODQFH LQYHVWPHQW DQG Z
negative effect on GDP growth rates in Latvia, Slovakia unemployment as well as a moderate negative correlation
and in all the countries treaded as one group. The other with Value added in industry. In Lithuania, no statistically

FRHI(FLHQWY WKDW ZHUH VWDWLVWLFDOWLIVLEFIDFW QAR WIKHCRDW KR@W DV IRXQG EHWZH
ZHUH )', QHW LQARZV DV RI *'3 3RODQG flecdear’bied.NrLSlovenia, with the highest, in the
employment to population ratio (Slovakia) and household JURXS RI FRXQWULHV XQGHU VWXG\ &,01V Y
QDO FRQVXPSWLRQ H[SHQGLWXUH DV RAHUL RIEWKXDQLDWKH\ ZHUH VWDWLVWLFDOO\
7KH RYHUDOO (W RI WKLV UHJUHVVLRQ 2AssdcidtBdXviiic saVeR df hivelleX tonsidiered indicators;

high (with R 2 value ranging from 26% for Hungary to fairly high and positively with Household consumption,
91% for Slovakia). and with Value added both in agriculture and in
7KH ELYDULDWH FRUUHODWLRQ FRHI¢RAUBIQWY EHWZHHQ &,0
and variables describing economic situation of the The authors introduced two-year lagged values
countries are presented in Table 4. The authors expected Rl &,0 WR FDSWXUH WKH WLPH QHFHVVDU\ W
WR ¢QG SRVLWLYH UHODWLRQVKLS EHW ZEhdr@ing ,ifstitiibiéL édvibb@n@nDabdtoRlemonstrate
those variables, except for unemployment. In Poland, the possible initial effect of the property rights on the
WKHUH ZDV VWDWLVWLFDOO\ VLJQL¢ FD Gactdd QuarialBeR Westribivigd ednorfiily performance.
correlation with Agriculture value added (% of GDP) Table 5 reports the results of the simple linear regression
DQG 6HOI HPSOR\PHQW ,Q WKH &]JHFK 5 H®desdt the séleCtedddtntries.
positively related to Employment rate and Household 7KH WZR \HDU ODJ Rl WKH H[SODQDWRU\ &,

QDO FRQVXPSWLRQ H[SHQGLWXUH RI *GRHVQ @RQJDKDOYH D VWDWLVWLFDOO\ VLJQL¢
&,0 \LHOGHG H[SHFWHG SRVLWLYH mBdbBcdromitWwaikles th\&xception of EMP_TP (all

economic growth, New business density and Household FRXQWULHYV DSDUW IURP WKH &]HFK 5HSXEOLF
consumption as well as unexpected (negative) with SELF_EMP (Poland and Slovakia), VA_AGR (Latvia,

Agriculture value added, Employment, and (positive) with Slovenia), VA_IND (Slovakia and Slovenia), GDP_RATE

Long-term unemployment. For Estonia, in the analysed +XQJDU\ *)&)B35 /DWYLD &21)B+286 3RODQ(
SHULRG &,0 ZDV SRVLWLYHO\ UHODWHG WRHHFW ERARZY LFI RWRQJQD 60RYHQLD 8(0B727
direct investment (% of GDP) but strongly negatively to LTRM (Poland, Hungary, Latvia and Slovenia), FRM_BN

New business density. Results for Latvia and Slovakia (Estonia), and NBUS_DNS (Lithuania and Slovakia).
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Table 5
Simple linear regressions of macroeconomic variables on CIM ( lagged 2 years)
in eight EU Member States, 1990-2011
Dependent Contract-intensive money at time t-2 (CIM .- ) —independent variable
variables POL CZE HUN EST
(attime 1) r b r b r b r b
VA_AGR 0.30 5.2 . . -0.45 -15.1
EMP_TP -0.50 -15.7* 0.34 3.9 -0.46 -11.4* 0.32 8.6
FRM_BN -0.91 -26.5 -0.44 -18.1 -0.99 -600.2 0.99 199.3*
FDI_NV 0.01 0.2 0.45 10.5 -0.13 -42.1 0.12 6.2
GDP_RATE 0.01 0.2 -0.10 -2.2 0.59 33.9%* -0.19 -15.1
*)&)B35 . . . . . . .
&21)B+286 0.74 13.7** 0.79 9.3%* 0.39 -21.8 -0/64 -16.6**
VA_IND -0.19 5.7 . . 0.45 9.2
UEM.LTRM 0.58 48.4** -0.27 -20.3 0.79 118** -038 -30.6
NBUS_DNS -0.43 -0.1 -0.71 -17.7 -0.73 -56.1 0.92 15.4
&37)B35 0.12 25 0.45 9.1 -0.05 -5.3 -0.26 -16.8
SELF_EMP 0.65 18.3** -0.40 -3.9 0.24 4.4 -p.02 -0.1
UEM_TOTL 0.79 31.7* 0.18 2.3 -0.59 -23.3** -0J16 -4.5
LVA LTU SLK SLV
r b r b r b r b
VA_AGR 0.55 12* -0.05 -2.4 0.43 3 0.58 4.2%
EMP_TP -0.54 -28.4* -0.55 -14.9* 0.66 -10.9** -0.52 8 A
FRM_BN 0.41 29.3 -0.89 -324.6 -0.94 -69.3 -0.74 -92.5
FDI_NV -0.30 9.7 -0.41 -12.5 0.36 12.1 .03 0.4
GDP_RATE -0.10 -9.5 0.16 13.9 -0.19 -6.6 0.44 10.9
*)&)B35 -0.77 -70.7%* -0.60 -23.3 0.28 115
&21)B+286 0.08 2.1 -0.17 -4.6 -0.11 -2.6 0.60 10.1**
VA_IND 0.23 10.1 -0.21 -5.8 -0.53 -9.2* Q.60 [10.1**
UEM_LTRM 0.50 85.2* 0.39 75.1 -0.46 -35.9 D.66 42.7**
NBUS_DNS -0.72 -12.2 -0.92 -6.2%* -p.90 -6.6** -0.88 -6.8
&37)B35 -0.27 -9.2 -0.05 -1.7 0.46 20.6 0.17 -6.3
SELF_EMP 0.28 10.2 0.17 9.6 -0.64 -21.5%* D.23 2.6
UEM_TOTL 0.70 41.5** 0.44 30.2 0.80 25.4 0.59 5.2*
1RWHYV DQG LQGLFDWH VLIQL¢{FDQFH RI UHJUHVVLRWLRRHFRHIY QMM VEV DU GD WR WHKHO l
5% level, respectively; (..) — data are not available.
Source: authors’ calculations based on the World Bank data
Conclusions, proposals, in economic activity and thus in the process of
recommendations HFRQRPLF GHYHORSPHQW 7TKH FRQFHSW RI
1. The aim of the research was to seek evidence is based on the assumption that the ways the

26

RI D UHODWLRQVKLS EHWZHHOQ &RQV\P@[P@/\V'-LQQQVI—R)V\)’LWVMV DUH PDLQWDLQHG GHSHQ
money and the performance of the national SURSHUW\ ULJKWV GH¢QLWLRQ DQG HQIRUFHP
HFRQRPLHV RI HLJKW &HQWUDO DQG (DVIWRKYHKXOQRY¥HbHBHUPHUV DQG ¢(UPV RSHUDWH LQ

post-socialist countries that joined the European institutional ~ environment, in  which  property
Union in 2004. Drawing on the existing literature ULJKWV DUH ZHOO GH¢QHG DQG SURWHFWHG

on the subject, the idea behind this approach risky to have assets deposited on bank accounts

is that, on one side, property rights determine LQFOXGLQJ WLPH UHVWULFWHG DFFRXQWYV &t
KRZ WKH UHVRXUFHV LQFOXGLQJ ¢ Q Bl mpiopogionpidgpesisito the money supply will

were, are or will be allocated, and on other side, tend to rise. Effective property rights, other things

that (private) property rights play a key role being equal, will encourage investment, improve

Economic Science for Rural Development No. 31, 2013
ISSN 1691-3078



A. Zawojska, T. Siudek Property Rights and Macroeconomic Performance in

Central and E astern European EU Member States
the productivity and, hence, lead to a higher rate of 5RVHQ]ZHLJ 0 Harelhook of Development
economic growth and development. Economics, Volume 5. North-Holland: Elsevier,
2. 7KH OLPLWDWLRQ RI &,0 UDWLR LV WKDWp. 4585-45D50 YDU\ QRW
only with respect to changes in governance of the 4. &ODJIXH & .HHIHU 3 .QDFN 6 20VRQ O
SURSHUW\ ULJKWV EXW PD\ DOVR EH LQAX h<ithtid& BNIL EcovehiicH Revibrmance: Property
UDWHV LQADWLRQ DQG RWKHU IDFWRUYV RigRARIFRCYHrakt ERfSreb@ert | ,Q &ODJXH & HG
&,0 LV D JRRG SURJ[\ IRU HQIRUFHPHQW IfsfituodsRaBidH ELWidmic Development.  Baltimore:
rights and contracts, an effective enforcement Johns Hopkins University Press, pp. 67-90.
of private property rights by the third parties 5. &ODJXH & .HHIHU 3 .QDFN 6 20OVRQ O

DXWKRULJHG E\ D JRYHUQPHQW FUHDWHRQAMUIDHFMP DQRIHQVLYH ORQH\ &RQWUDFW
LQWHUSUHWDWLRQ VWDWHV WKDW DUH Pépery F IRiggR3)V CandF DESdRdHH Performance.

of enforcing property rights may be also technically Journal of Economic Growth, Volume 4, Issue 2,

VWURQJ HQRXJK WR FRQ(VFDWH ZHDOWQfp. R85-21WV FLWL]HQV

(Weingast B.R., 1995). 6. &RPSWRQ 5% *LHGHPDQ & -RKQVRQ
3. Overall, the research results for the transition (2010). Investing in Institutions . Economics and

countries provide little empirical support for the Policy, Volume 22, Issue 3, pp. 419-445.

notion that the better performance of the national 7. Economides, G., Egger, P.H. (2009). The Role

economy is strongly related to the better enforcement of Institutions in Economic Outcomes: Editorial

of property rights. In cross-country analysis for Introduction.  European Journal of Political Economy,

HLIKW &HQWUDO DQG (DVWHUQ (XURSHDQ/OMMéQ?/,VH;bMeR‘p;jﬂM?MQ?@H

period from 1990 to 2011, the authors found unclear 8. Efendic, A., Pugh G., Adnett, N. (2011). Institutions

results that economic growth, levels of foreign direct and Economic Performance: A Meta-regression

investments, new businesses creation and using Analysis. European Journal of Political Economy

EDQNV E\ SULYDWH (UPV WR ¢(QDQFH LQutineWHH RWe 3J Bp. 586-599. Retrieved:

together with good property rights institutions as http://www.sciencedirect.com/science/article/pii/

SUR[LHG E\ &RQWUDFW LQWHQVLYH PRQ 1783650160807 c¥ess: 28.01.2012
UHVHDUFK SURYLGHG HYLGHQFH WKDWQ.&'QLZFQ(\’HMWPWLV"WUE:@QQ\HQDORVD & 7HNVR]

DOSitiV?W correlated _ with - economic QVOWth rate How do Institutions Lead Some Countries to Produce

solely in Hungary; with employment rate — in the 6R OXFK ORUH 2XWSXW SHU :R&NRU WKDQ 2
&|HFK 5HSXEOLF ZLWK )', £+ LQ (VWRQLD ZHW:K(K}BXB’H]KR%FLD 3 HQ D O RsfitDtiods, HGV
FRQVXPSWLRQ VSHQGLQJ * LQ WKH &]HF pepdbpnidriC hfd BRfBmic Growth &DPEULGJH
Slovenia; with value added in agriculture — in Poland Massachusetts: The MIT Press. pp. 65-80.

and Slovenia; with value added in industry — in 10. Knack, S., Kugler, M., Manning, N. (2003). Second

Slovenia; with new business density — in Hungary, Generation Governance Indicators. International

DQG ZLWK JURVV ¢([HG FDSLWDO IRUP D VWAL R Q\Accl’rHrksYrQi\\%HSciences , Volume 69,

sector — in the whole group of countries. In Slovakia, Issue 3, pp. 345-364.

&,0 ZDV QHJDWLYHO\ ':_)VVRFLDWHG AL Ve, Q.R@‘)JGAWH UPhe Second Treatise of Civil

unemployment to total unemployment ratio. Government, The University of Adelaide, Retrieved:
4. 6RPH SX]]OLQJ UHODWLRQVKLSV EHWZ "Fllf'po/eb‘giolgs afRiGe.edu. au/l/locke/john/I81s/

economic variables as well as lack of statistical chapter19 html#cha ter19 Access 20.12.2012

VLIQL¢FDQFH LQ IDFW PD\ EH GXH i’i‘%o%o%.h‘%%y? I|t|0nPolltlcsandEconomic
Q: é?olltyoa

WKH OLQHDU PHWKRG DSSOLHG DQG LQI%%ellépﬁﬁE ﬁth]eStrengthofWeak

time-series. More generally, the obtained results Governments &DPEULGJH &DPEULGJH B8QLYHL
suggest that further research is needed on the Press p 266

interaction between property rights institutions and Instltut|ons Institutional Change
PDFURHFRQRPLF FRQGLWLRQ LQ WKH &HQWdLE@o‘RoR@F%fERn\éNXé* QgDPEULGJIH &DPEULGJIH
European countries, especially after their accession University Press. p. 159

to the European Union. I

14. Sullivan, J.D., Rogers, J., Bettcher, K.E. (2007). Th e
Importance of Property Rights to Development.

Bibliography SAIS Review, Volume 27, Issue 2, pp. 31-43.

1. $OFKLDQ $ % '"HPVHW] + 3 ULR.GMemgast FBQR. (1995). The Economic Role of Political
,QIRUPDWLRQ &RVWYV DQG (FRQRPLF 2ngtitmiqns:] DMatk&-Qreserving Federalism and
American Economic Review , Volume 62, Issue 5, Economic Development.  Journal of Law, Economics,
pp. 777-795. DQG 2UJDQLM»MMeRQ Issue 1, pp. 1-31.

2. Barro, R.J., Sala-i-Martin, X. (1992). &R QY HUJH Q E&d Wojtyna, A. (2002). Nowe kierunki badan nad rola
Journal of Political Economy , Volume 100, Issue 2, LQVW\WXFML ZH ZJURVFLH L WUDQVIRUPDF
pp. 223-251. Directions of Research on the Role of Institutions

3. Besley, T., Ghatak, M. (2010). Property Rights in Growth and Transition), Gospodarka Narodowa
and Economic Development , In: Rodrik, D., Volume 10, pp. 1-24.

Economic Science for Rural Development No. 31, 2013 27

ISSN 1691-3078



A. Brelik, A. Matuszczak

Issues of Public Goods in a Multi-Functional Development of Rural Areas

ISSUES OF PUBLIC GOODS IN A MULTI-FUNCTIONAL
DEVELOPMENT OF RURAL AREAS !

Agnieszka Brelik 2, PhD

J)DFXOW\ RI (FRQRPLFV

"HVW 3RPHUDQLDQ 8QLYHUVIOW\ RI 7THFKQRORJ\ LQ 6]F]

Anna Matuszczak 2, PhD
)DFXOW\ Rl (FRQRPLFV 3R]QDQ 8QLYHUVLW\ RI (FRQRPLFV

Abstract.

objective of the paper is conceptualising public goods and answering a question
as a public commodity based on multi-functional characteristics of agriculture.
several essential issues and proposes objectives for this study: 1) to represe

2) to answer a question whether agritourism can be treated as a public com
development of rural areas. The following research methods were em

and descriptive methods, analysis and synthesis, and induction and deduction.

The paper reviews the concept of public goods, indicating its various dimension

s. The fundamental
whether agritourism can be treated
The lack of such studies also raises

nt the main issues of public goods; and

modity in a multifunctional
ployed in the present research: monographic
Findings of foreign scientists were

DOVR XVHG LQ WKH UHVHDUFK VLQFH WKHUH LVJWIODEXURNVFFLWHQ@WILLFYVW MG LRIVSKEDLF JRR

Key words:  public goods, development, agritourism.
JEL code: Q18

Introduction
Multi-functionality of agriculture is inextricably
linked with creating public goods. A mechanism of
public goods, seemingly simple, is a subject of study
IRU PDQ\ UHVHDUFKHUV %XFKDQDQ -
20VRQ O :LONLQ -

Rl SUHYLRXV DJULFXOWXUH PRGHOV

the commodity output, and perceiving agriculture
exclusively as a food provider, has led to a search

Aim and scope of the paper

The fundamental objective of the paper is
conceptualising public goods and answering a question
whether agritourism can be treated as a public
commBdhO Hased .on multi-functional characteristics

5 H G hbe &licditlirB. Ohe paper reviews the concept of public
| Bobas MdRakingrits Laridus diRédsions according to the

agritourism development. The lack of such studies also
raises several essential issues and proposes objectives

IRU RWKHU GLUHFWLRQV Rl GHYHORSP{gQi¥ studyl )HZ¥dNdsentthe main issues of public

Kulyk P., 2011). Multifunction is not a phenomenon
reserved only for agriculture but the problems are

goods; and 2) to answer a question whether agritourism
can be treated as a public commodity in a multifunctional

VSHFLLF DV ZHOO DV SXEOLF JRRGV SUR@&G¥dopr@ntd@ruikleds VHFWRU

A very important feature in this context is the natural
character of the resources (especially land) in farming.
However, the level of economic-social development
FDXVHV D VSHFL¢,{F JUDGDWLRQ RI

1D U Pde@iof DO XH

The following research methods were employed in
the present research: the monographic and descriptive

methods, analysis and synthesis, and induction and
V LQ WKH

VIVWHP RI SXEOLF QHHGV $ VLJIQL¢FDQW Ignﬁiﬁdg%f/\fore%ﬁ(%eﬁtis{s\(mere also used in the

always paid attention to, is the biological character
and multitude of intentional as well as unintentional
SDGGLWLRQDO" SURGXFWYV ZKLFK
FRPPRGLW\ GLPHQVLRQ 2(&'
multifunctional agriculture is to increase the tourist village

by enrichment of the attractiveness of the landscape
and the development of agritourism. There is a lack of

UHVHDUFK VLQFH WKHUH LV D ODFN RI VFLHQWL

agritourism as a provider of public goods.
EHFRgPH R Dp SXEd)LF g
7KH HVVHQFH RI

Main issues of public goods
The market and price mechanism that have
enabled to adjust supply and demand, guaranteeing

VFLHQWL¢{F VWXGLHV RI DJULWRXULVP Deptimal Jigerof reseygesR ot e the pnicroeconomic

goods, so a question arises whether the agritourism
can be a public commodity? The agritourism is local
public commodity that has been presented in the study

due to the fairly small range of tasks, which should be

adopted within the sphere of tourism. The study also
focuses on presenting a general overview of the main
issue of public goods in a multi-functional development in

rural areas.

OHYHO DQG RQ WKH PDFUR VFDOH RSHUDWHV LQ
neoclassical economics with its assumptions of perfect

competition. However, in the real world, it was evident

that the market mechanism did not function as

smoothly and that it often diverged from the model

of perfect competition. One of the fundamental signs

of market imperfections concerned certain types

of goods the economics describes as public goods

1 7KH UHVHDUFK SURMHFW ZDV (QDQFHG IURP WKH KDWER®BG BFLWRAHQXRABMWHIIGHFLVL

(& % +6
2 Author. Tel.: +48
3 Author. Tel.: +48 61 854 3017
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Table 1

Public goods compared with other types of goods

Division

High degree

Low degree

Public goods

&RPPRQ SRRO JRRGYV

Impossible or
GLI¢FXOW

- national defence
- observing a sunset

Exclusion

- natural resources; lake water, catching a
(VK KXQWLQJ

&OXE JRRGV

Private goods

Easy Museums, cinemas, telephone services

Seryices, products

Source: authors’ construction based on Stiglitz, 2004

(Hofmokl J., 2009). The theory of public goods is one

of the elements of a wider theory of public choice

(Wilkin J., 2005) #, comprising, inter alia, the theory

of economic democracy, the theory of group interest,

the theory of common goods, or the analysis of rent-

seeking mechanism. These theories function in the

current of new institutional economics, which is an

apt synthesis of the neoclassical economics and the

economics of institutionalism 5. Itis currently one of the

most rapidly developing trends of modern economics,

generating interest of other social sciences as well,

namely, political science, sociology, and law. The theory

of public choice is called the economics of politics theory.

7KLV UHODWLYHO\ QHZ ¢HOG RI HFRQRPLF
applying methodological tools and assumptions of
standard economics to analyse people’s behaviour in
the activities of political character and in other areas of
public sphere (Wilkin J., 2005).

A majority of goods and services available to
human are acquired individually on the market and
they constitute our private goods (Wilkin J., 2010),
a part of which people use without incurring high
(or even any) costs (public goods). What economic
properties do such goods demonstrate? What
GLIIHUHQWLDWHY WKHP
QHHGV YLD SULYDWH PDUNHWV"
goods needs to be stipulated in order to answer these
questions.

(FRQRPLFV GH¢{QHV SXEOLF JRRGV DV PBDBYDWKIWFK &RQVXPHUV
DUH XVHG WR VDWLVI\ KXPDQYTV QHHGV $ JHe@l Untake Quse; QL WheR Qeven when

of public goods concentrates on two features: non-
rivalry and non-excludability (Atkinson, A. and
- B6WLJOLW] 6WDUUHWW '
formulated in 1954 by an American economist and
VWDWLVWLFLDQ D 1REHO 3UL]H
Massachusetts Institute of Technology, Paul Anthony
Samuelson (Samuelson P.A., 1954) who assigned
WKHP ZLWK WKH IROORZLQJ
the goods:

QR RQH LV H[FOXGHG
their use (non-excludability from consumption) -

are

4 :LONLQ - 7KH WKHRU\ RI

7KH \Whé&yH R\ of Dabligatory nature

SURSHUWDHW XX OWHD GXH QRMDDVXUHV GH¢{QHG
market (Lojewski S., 2007). From the point of view

IURP WKH EHQH pWiNstithtibwaXsedV ed@rionidsk Public goods are an

extreme case of an external effect.

SXEOLF FKRLFH
author presented a wide area of interest in the theory of public choice
economics and other social sciences. The material constituted the methodological f

means that goods publically consumed by one

individual do not eliminate the possibility of the

same commodity being consumed by another

one, the goods are desired by the society, while

the market mechanism is unable to provide

them. Typical cases of rival consumption concern

goods such as clothing or bread; whereas,
EHQH¢;WLQJ IURP D ¢UHZRUNV GLVSOD\ ZLO
rival consumption nature. It is impossible to
exclude such it from consumption, since if
someone is at a spot, which gives a good view
of the display, then a company organising
the display is not able to forbid him/her to
VEIPHQYHH WKRY RKKREZY 2Q WKH
are not competitive consumption-wise, because
watching them by one person does not deprive
others of the possibilty to watch the same
show;

a rise in the number of users neither eliminates nor
decreases the possibility of a certain commodity
being used by all users (they are non-competitive
consumption-wise). Whereas, the property
of certain goods is that they are available to
everyone. One cannot prohibit others, in a simple

FRQWUDU\

IURP WKH JRRGV W&DaN ahd OntlibutK X Rgiegt degree of effort
$ GH¢Qlandl R Qmedds, S X& O L &se

those goods.
Without a doubt, such goods include fresh air,
music, lake water as well as television or public
R
they
IRU WKHP ZKLFK REYLRXVO\
incur such payments when
(Hofmokl  J.,

WKRVH JRI

GR QRW SD\
their readiness to

2009).

ZL Q QH U PublicH §oatX LakeUals® Walled/ Kdh-market goods.
7KH\

DUH WKHQ GH¢{¢QHG DV JRRGV DQG VHUY
linked with market transactions, and there
IRU WK

In accordance

HR B KHRIQ RRALAV¥R QRP WKV
and its relations with a general theory of
oundations for the theory of

,Q &KDSWH

SXEOLF FKRLFH DQG LWV VLIJQL¢FDQFH IRU WKH UDWLR\WOZDWISRQ RI WKH SXEOLF VSk
5 ILWHUDWXUH UHYLHZ RQ WKH VXEMHFW RI LQVWLWXMIORND® H F R Q RWP|IHFOD RRE) G & FWHIGRE
NU\]\VyZ HNRQRPLF]Q\FK V SU]\GDWQH GOD Z\MD QLDQLPQRWKRENM Z J\RFRGDNILFHDXN

6(5L$" 7RP ;,, = v
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ZLWK WKH GH¢{QLWLRQ RI DO theyWddséQDO HIIHFMERXW &KDUOHV 0

D GLYHUJHQFH EHWZHHQ FRVWV DQG EareQyeically f lachl Qade B tey occur in a situation

by private individuals and the society. In the context
Rl SXEOLF JRRGYV
nature, i.e. the goods are not used by buyers but by
all consumers. External effects can be liquidated or
strengthened through adequate setting of taxes and
VXEVLGLHVY ,W FDQ EH DFKLHYHG
theorem (positive external effects) or Pigovian tax
(negative external effects) (Fiedor B., 2002). It results
from the fact that both positive and negative external
HITHFWV FDXVH LQHI,(FLHQFLHV LQ
in Paret’s sense and, as a reason for the unreliability of
market mechanisms, they are used as an argument for
the state’s intervention.

Hofmokl emphasises that reverting to the
concepts and views presented within the scope of
mainstream economics, a widely understood category
of public goods is clearly associated with the state’s
involvement in goods production and distribution. The
need for such an involvement arises to a varying degree
and it concerns not only the so-called pure public goods
and mixed public goods but also certain types of private
goods — the so-called collective goods. From the start,
critics have been pointing out that private goods and
pure public goods represent extreme examples of many,
if not a majority of goods.

Samuelson recognised the existence of such
intermediary cases but he questioned the vyielding
of problems related with them (Fiodor B., 2002;
Samuelson A. 1954). Irrespectively of Samuelson’s
pessimism on the probable enterprise productivity, it
appeared in the literature through the recognition of
SLPSXUH SXEOLF JRRGV’

when a limited (selected) circle of users covers jointly, in

DOO WKHLU EHQH ¢ W& formofHperiadic fegswiielegs® Of operation, and in

return acquires the right to use the goods freely, while at
the same time excluding all other potential users. This in
practice means that club goods include goods that meet

R Q WOKIHONE Df Vhie YonRition& pre&senited by Samuelson. The

so-called country clubs could serve as an example of such,
along with closed sports-recreation centres, residential
estate systems of day care for children, cable television,

WKH Drodoifeat@esy Ta Qodrs, asHppRsed © HhWwate goods,

for which one pays as well, are divisible. Many people
can use them at the same time without any detriment
to such a commodity. A theatrical performance or a
television programme can simultaneously be watched
by a large number of viewers. At the same time, it is
HDV\ WR GH¢QH ZKLFK YLHZHUV DUH
performance, e.g. by checking the possession of entry
tickets. Thorough research resulted in creating separate
theoretical constructions for toll goods (Buchanan, 1965;
&RUQHV 6DQGOHU

Additionally, a question arises whether the provision
of public goods on a local level produces the scale effects.
The provision of public goods on a central level enables
achieving the returns of scale; however, it is frequently
ineffective (because of a varying demand of local
communities for a certain commodity). Locally provided
public goods generating positive external effects require
properly extensive borders of a territorial unit. In order
to provide public goods effectively, a region incurring the
costs needs to use all the external effects. In line with
WKH GH{QLWLRQ RI WKH :RUOG %DQN

RI 3PL[HG JRRGV' LV D VWDUWLQJ SRLQ®stsR Thew sphitialc Fegad L 9% LsRah external effects

of multi-functionality. In practice, there are many
goods and services, which fall into the category of pure

conclude whether markets or the government is their
suitable providers. According to Wilkin (Wilkin J., 2010):
both in  modern economies and in public life a search
continues for ways of merging effectiveness of market
mechanisms and social needs for delivering goods of
public nature. Mixed goods, called merit goods, feature
such characteristics.  Merit goods give a start to complex
processes of redistribution, which involve applying
exceptional taxes. Infrastructure limiting the pollution
of the natural environment is an example of a merit
commaodity of positive external effects.

The questions evolve around the economics of
RYHUSRSXODWLRQ

FRPLQJ ODUJHO\

determines whether a good is local, regional, national,

7RO0 JRRGV RU FOX

HQWLWOHG

SXEOLF JRF

PL[HG SXEOLF VRRGMG EKIQHOWHDO ZKHUHDV SXEOLF HYLOV JHQH

RU JOREDO $V .RSF]JHZVND VYW WHWMMHY WKDW
SXEOLF RU SULYDWH JRRGV &RQVHTXH Qauanaticalijassiivhe that the k@ wireduiRs determined

by goods provider. Local goods can be delivered by
the state, while global goods/evils by a city or region
.RSF]HZVND
quoted above and used currently by economists are not
entirely consistent with the common understanding of a
public commodity as a commodity available and destined

7TKH GH¢QLWLRQV RI SXEOLF

IRU HYHU\RQH DQG OLQNHG ZLWK DQ RI¢(FH RU D
LQVWLWXWLRQ D VLPLODU GH¢{QLWLRQ ZDV XVHG L

RI WKH ¢UVW KDO" dhtuvy,KaHd it is currently
used in political discourse). Public goods understood in

WKLV ZD\ DUH W\SLFDOO\ GH¢{¢QHG E\ HFRQRPLVW

goods. These are goods which ordinarily could be private

| U RgPoods KoDt Yad o varigty efeeasonsy vsually as a result

SXEOLFDWLRQ WLWOHG 3/RFDO 3XEOLF *Ris@&N pdic@ Gdniucted ByQhe Bublic @uthorities, they

VWXG\ RI -DPHV %XFKDQDQ 3&0OXE

*RRGVWUHIXPKDQOREOH WR HYHU\ FLWL]JHQ DQG WKH\ DU}

6 $ FODVVLF GH¢QLWLRQ RI DQ H[WHUQDO HIIHFW WQRIRWKXHVFBRWWWDRVYIEH @1 W\SDULVLQJ

activities of one entity on third parties without adequate compensation. Insta
caused by the production of certain industrial goods are a typical example

nces of environment pollution
of external effects. External effects take

SODFH RXWVLGH RI WKH PDUNHW ZKLFK LV WKH\PD)L GHWBYVRIQQLRU WKH GDIQRKNORV DQG HC

FRPSHQVDWLRQ

7KHVH HIIHFWV DUH WR EH XQGHUVWRRG DV FRDPQE8 RBW HHQHQ XYWL RH CHF F

(QDQFLDO 7KHLU RFFXUUHQFH FDXVHV LQWH U PDUWHQRW RIQF WE G LK PG GRIOL QY FRRQH RI WKH

for market unreliability. The concept of external effects was intr
as one of the central concepts of the welfare economics. It also plays a

protection and sustainable development.
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oduced by a British economist Arthur Pigou in 1920,
crucial role in the issues of environment
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the public funds (e.g. education or health care) (Baum R.,
60HV]\QVNL - 7DEOH
of goods according to the degree of their use by the
society.

2DWHV 2DWHYV
society’s preferences as a rational argument in favour of
decentralisation. The idea is that the centralisation and
standardisation of goods provision to the population,
ZKLFK LV GLYHUVL{¢HG LQ UHVSHFW RI
optimal from the point of effectiveness
level will always be higher if the level of consumption of
local public commodity is determined by each territorial
unit on an individual basis as opposed to the value being
determined from above when external effects and no cost
limits occur.”
when the costs of providing public goods decrease as
their amount increases weigh against decentralisation.

7KH EHQH¢WV RI VFDOH UHVXOW IURP KDWRBRQLYERQRQRHMKRISROWBO DUHDV DQG FDUH

when heterogenic preferences in individual regions are
not taken into consideration.

Public goods provided by agritourism

Global public goods are the goods that are universal
to all countries, population groups and generations.

The provision of such goods involves, inter alia, oxygen
SURGXFWLRQ FRDO VHTXHVWUDWLRQ
prevention of climate change); bio-diversity conservation
(regarding genetics, species, ecosystems); water
protection; and ensuring food security. Since these are
universal goods that are of equal importance to all people

they ought to be paid for according to a uniform system

in all countries.

In case of local public goods (consumed on a local
level), payment for their provision should probably occur
on a local (national or regional) level. Among other
things, natural and cultural landscapes classify as one of
them, so are human-made elements as well as elements
of historic, cultural, or archaeological value, and elements
constituting an important part of the environment. On
account of its disturbed ability to self-regulate, landscape
requires protection that will allow it to maintain a balance
and the landscape’s characteristic properties. Landscape
protection involves maintaining its previous values,
both primeval/natural as well as those created by man,
WKURXJK DQ DGHTXDWH PDQQHU RI
heritage of the countryside and establishing conditions
for recreation and leisure pursuits (agritourism) provide
for the uniqueness of Poland’s agricultural landscape. The
possibility of communing with nature is partly paid for
by buying private goods (farm tourism holidays). In this
case, it means a risk of transforming a public commodity
into a club commodity.

Agritourism as a tool for the development of
municipalities, existing in symbiosis with the multi-
functional development of rural areas ought to, on the one
KDQG VHUYH D EDVLF
of local economy. On the other hand, it ought to act as a
catalyst for the quality of life of the municipality residents
and tourists. The factors affecting tourists’ experience of a

WRXULVW IDUP GHSHQG WR D VLJQL:FDQW, QB OQFHBE®R G WKIHR OMYGPHRLQGLFDWRUV

tourist appeal, natural assets, and quality of tourist offer
of a particular village, i.e. the so-called free goods, public
goods, and external effects. The quality of public goods
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LGHQWL{HV WKWKHD WKHWRUR RIRRIWKH WUDJHG\ RI

PDQRIHRKQWO &XOMDMWDOQYROYLQJ

FKLHA\ LQAXHQFHV WKH IRUP RI WRXULVW RIIt

LOOXVWUDW Hyvality KfHoulrigid) Ve, lapdv® &Il ithe Qesidents’ quality

of life.

Agritourism as a public commodity is linked with
FRPPRQ SDVYV
issue of free riding. The goods and services provided by
ORFDO JRYHUQPHQW IX0¢{00LQJ WRXULVW
of public character. There is often a temptation to use

IXQF

L & sondniural Fesbhir€e Fnkthout ingurng Wil costs of its
3SWKH DIAXH @a&ktenance. It may be by taking over a part of demand

created for agritourism services without bringing in one’s
own contribution. Municipalities neighbouring a cost-
incurring municipality might act as such free riders, in
hope of taking over tourists, or they could be tourist

7KH EHQH¢{¢WV RI WKH VFDOH HIIIDRWY BRESBWILQI EHWZHHQ RQH DQRWKHU .R:

2009). The model of multi-functional agriculture (apart
from producing commodity output) recognises the
IRU
of water, soil resources, protection, and preservation
of habitats or landscape formation. Trying to make up
for economic lag requires the introduction of suitable
instruments of support creating favourable conditions for
the improvement of public goods and cultural diversity
of the Polish countryside. Placing in space goods of
primary nature determines the location of goods of
cmpbe@gn,t Y : re'. TP{EUOCCWWE and §aturation
of spac Wwith todvist infrastiucture Is non-uniform, as
the geographical environment resources are unequally
distributed in space. Tourist areas, through the quality,
character, type, and availability of tourist development,
try to compensate for basic tourist goods. Agritourism
activity, accounting for the natural environment and
social-cultural factors, contributes to the transformations
occurring in the areas. It means that in the remaining
spheres (spatial and economic ones) changes take place
in the development of rural areas.

Conclusions
Multi-functionality in  agriculture was already
noticeable in the past, while the scale of its occurrence
characterises the scope of using the labour resources and
real capital at farms as well as the scale of employment
XQUHODWHG WR DJULFXOWXUH ,Q WKH 3ROLVK
adiscussion has been conducted on the multi-functionality
HFRQRPLF GLY
the countryside, thus, increasing the opportunities of
employment in non-agricultural activity in the rural
DUHDV $ SUREOHP RI TXDQWL¢ FDWLRQ DQG
non-commodity outputs of agriculture arises. Does the
production of market goods and non-market goods by
agriculture, including merit and public goods, enables
measuring and valuing the effects of agricultural activity?
By delivering market and non-market goods, the
concept of agritourism refers to the idea of sustainable
development, whose message is emphasising that the

IXQFWLRQ HQD E O LdaliveratKpdblid hootslaxeLsglieptvibLaRoBoice made by

the society in line with the public choice theory. Due to
the nature of the activities in the area of agritourism
as a public commodity, it is not possible to apply the
+HQFH
purpose of the researchers will be developing methods
Rl YDOXDWLRQ RI WKH EHQH¢{¢WV DQG FRVWYV F
agritourism as a provider of public goods. In addition,

31



A. Brelik, A. Matuszczak Issues of Public Goods in a Multi-Functional Development of Rural A reas

an adequate compensation to farmers for the delivery of Theoretic Basis for the Division of Competences

VXFK JRRGV DQG WKH VL]H RI SXEOLF 1XQ G Vbén@edhH Qe&xtrhGC amiU LA H Authorities. Local
¢cQDQFLQJ RI SXEOLF JRRGV E\ DJULFXOWXUHRDXHH GRREWQBIGCLAXEOLF &RPPRGLW\ SS
this agritourism. Despite the fact that agriculture at the 9. &RUQH, Sandler, T. (1986). The Theory of

same time provides public goods and private is subject Externalities, Public Goods, and Club Good.

WR UHFHLSW RI WKHVH UVW E\ WKH VRFL&EWPEUVGWHR SQURHWIUFH W\ 3UHVV
IDUPHUV ZLWK FRPSHQVDWLRQ IRU ORVWO.EReqoH ¢ BV V(red R QQRQAMBW H G Podstawy ekonomii

with the resignation of maximum exploitation of the srodowiska i zasobow naturalnych (The Base of
natural environment, which is a condition to compete on the Economics of the Environment and Natural
the market of agricultural produce. Therefore, if it is not 5HVRXUFHV \G & + %HFN :DUV]DZD
possible to pay farmers for the provision of public goods 11. Hofmokl, J. (2009). Internet jako nowe dobro
through the market, the necessary institutional solutions wspolne 7KH ,QWHUQHW DV WKH 1HZ &RPPR(
are required to guarantee the due compensation. &RPPRGLW\ SHWULHYHG KWWS RWZRUJN\
SO LPDJHV NVLD]J]NL LOQWHUQHWBMDNRBGREUR
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Abstract. 7KH HFRQRPLF FULVLV KDV KDG D VLIQL/,FDQW LPSDQEWGRIQHGRSRPAQW Q5UH YV HH
main aspect of R&D reform is a clear balance between research fun ding and quality of research activities. The paper

presents the analysis how the structure of the Latvia R&D funding system promotes the quality of research activities

in research institutions

7KH DXWKRU FRQFOXGHG WKDW WKH ¢QDQFLQJ V\VWHPOMDIQBMWYYLDUD Q WIWIKQW KW KED N LW H U

has a number of strengths and weaknesses. Regarding the research qual ity, the proportions of the basic research
grant amount distributed for the maintenance, remuneration and developm ent tasks of a research institution differ.
In general, the lower is the value of the total research quality criteria, the bigger is the proportion allocated for the

VFLHQWL¢F VWDII UHPXQHUDWLRQ RI WKH WRWDO WP RXEGW RP S\HKWL BVOLWIHQ B ¥ V HIJUDRKWIMW R R\
¢QDQFLQJ UHSUHVHQW RI WKH WRWDO UHVHDUFK DRRXWEW ARPG VR LKXLIHHIAHR/S/RIXW IGRWQL
limits the possibilities of research institutions for a long-term planning. The existing funding system causes structural

LPEDODQFH DQG WKH /DWYLD 5 ' IXQGLQJ V\V\WH> H\VDPHH Q AR UPKDQUAHF WBIWH.G VA\VWHP

Key words: VFLHQWL¢F TXDOLW\ UHVHDUFK IXQGLQJ V\VWHP EDVLF UHVHDUFK JUDQW

JEL code: 1230

Introduction Input-based mechanisms, which can be a part of
7KH HFRQRPLF FULVLV KDV KDG D VafomnylgEangd fgcus prsiopetg/to research institutions,
on funding levels in research and development (R&D), such as the number of research personnel, are one of
and now, the main aspect of the R&D reform is a clear the approaches used in the R&D system. Performance-
balance between research funding and quality of research based mechanisms may be based on outputs, such as the

DFWLYLWLHV 7KH (8 &RPPXQLFDWLRQ RWMbeAfpullications. ogirpots, puch as and the number
FRQWULEXWLQJ WR VPDUW JURZWK LQ (X offReHstudents/sgaf{ with certrip eharacteristics (young

in 2011, sets outthe role for Regional Policy in contributing researchers). Usually the main funding mechanism is
to the implementation of the Europe 2020 strategy. accompanied by a funding formula, or the formulas are
Therefore, the necessary Latvia competitiveness, used to determine the block grant allocated to research
reorientation from labour-consuming to knowledge- institutions (Modernisation of Higher Education in Europe,
EDVHG HFRQRPLFV DV ZHOO DV QHFHVVLWQlw-R IXO¢,O WKH WDUJHWYV
of the strategy EU 2020 concerning higher education There are strengths and weaknesses of input-
and research (investment in research 3% from GDP, based and output-based funding types. The basic
young inhabitants with higher education predomination research grants secure the research institutions a long-
40%, etc.) will be provided. According to the European term planning and steering of activities, and the basic
8QLRQTV VWUDWHJI\ 3(XURSH " IRU VPoaww enalle/ WgitutipnsE o Hinitiate research  with
DQG LQFOXVLYH JURZWK WKH &RPPLVVLROVADRSGHBPRE IPHPERKR WKH *IURQWLHU UHVHD
states to focus funding on relevant outputs rather than SUREOHP LV WR VKRZ WKH EDVLF UHVHDUFK JU
LQSXWV XVLQJ FOHDUO\ GH/QHG WD U a&riwelevapm @ccarding It thevimputy and outputs of
together with international benchmarking. Public funding UHVHDUFK LQVWLWXWLRQV &RPSHWLWLYHQH
of research institutions, including higher education IXQGV UDLVH HI(FLHQFY DQG TXDOLW\ EXW UH
institutions, is one of the main sources of income for the is complicated due to bureaucracy and unwieldy
state research institutions in all the EU member states management (Rates of return and funding models in
(Figure 1). Europe, 2007).
Research institutions must be granted public funds in Research hypothesis — to assure the research
VXFK D ZD\ WKDW SURPRWHV HIIHFWLY H Qualty the Gtaicthral; ralarce Bi\ the research funding
In general, most countries use a mixture of different system is necessary.
research funding mechanisms. In this sense, the funding The objective of the paper is to analyse how the
tools that have been experimented in some countries are structure of Latvia R&D funding system promotes the
as follows: quality of research activities in research institutions. The
— formula based funding, following discussion focuses on the Latvia R&D funding
— performance funding; mechanisms, through which more than 24% of the
— competitiveness and targeted funds. overall public funding is distributed.
1 Corresponding author. Tel.: +371 63005705; fax: +371 630 5705.

E-mail address: irina.arhipova@llu.lv.
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Fig. 1. R&D expenditure by sector of performance in the EU and other countries in 2011 (% of GDP)
In order to achieve the aim, the following tasks were LW FRQVWLWXWHG RQO\ Rl WKH WRWDO UHVHEL
set to: in 2011. The basic funds allocated through objective
— to analyse the structure of Latvia research funding formulae are regarded as a capital to a research
system; institution for a long-term planning, for its adaptation to
— to analyse the basic research grant for the state changes in the demand, and for the outcome and quality
research institutions; of the basic research.
— toanalyse different proportions of the basic research The basic grants enable the institutions to maintain
grant distributed for the maintenance, remuneration buildings, infrastructure etc. through periods of falling
and development tasks depending on the research UHYHQXHV IURP RWKHU VRXUFHV 7KH VL]H RI W
quality of a research institution. depends on a formula. The second tier of the research
¢QDQFLQJ FRQVLVWYV RI
The structure of research funding system — competitiveness research grants, provided by the
in Latvia /IDWYLDQ &RXQFLO RI 6FLHQFH XS WR R1 Wt

In 2011, approximately 76% of the total research research amount; _ N
funding was constituted by external funding (foreign and — state resgarch programmes, provided by th? M'nlStfy
HQWHUSULVH ¢QDQFLQJ DQG RQO\  RI Wk BAHRAIPD &IPS RrpARSHate commissions for
IXQGLQJ FRQVLVWHG RI WKH VWDWH ¢QDQPYB®H SHHRYEFPRSHRR!I VFLHQWL¢(F UHVHDUFK L

the external grants varies among different research economic, educational, cultural or other sector, which
areas of technical and natural sciences, human and is the state priority, with the purpose to promote the
social sciences. In 2011, approximately 25% of the total development of the particular sector, up to 4% of the
UHVHDUEFK IXQGLQJ FDPH IURP SULYDWH |XeasrgseaschanountQ G
RUJDQL]DWLRQV )LJXUH — R&D funds from individual ministries, up to 8% of
Latvia has a two-tier system for resource allocation the total research amount;
WR UHVHDUFK 7KH ¢UVW WLHU LV WKH EDWHVHDPNGEWYV FIDRPVLWEKHRXW WR 1X0,0 GHPDQG
Financial Act allocated by the Ministry of Education industry, the government and other public sector
and Science (MoES) to the research institutions. The RUJDQL]DWLRQV XS WR Rl WKH WRWDO U
second tier comprises resource allocation from the amount;
/IDWYLDQ &RXQFLO RI 6FLHQFH VWDWH UHYV harkeFdtieStdd Re3ehiet?, prolMided by allocating the
foundations, R&D funds from individual ministries, the state budget resources to the practically applicable
EU, and private funds. projects, the purpose of which is to promote the
The total amount of the basic grants represents integration of science and manufacturing, the

RI WKH WRWDO VWDWH (QDQFLQJ EXW D®HWHKGOGRGPPIYWRRHWHFKQRORJ\ RULHQWHG ¢HO
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Fig. 2. R&D expenditure (mil LVL) by sector of performance in Latvia
creation of new jobs using the EU Structural Funds — the maintenance of  research institutions
as well participation in the EU research programmes (maintenance of buildings and equipment, payment
(e.g. FP7), up to 51% of the total research of public utility services, work remuneration of
amount. administrative, technical and maintenance staff);

7KH VHFRQG WLHU RI WKH UHVHDUFK (QDOQHPQRDHWBIBWHRORNVWKH VFLHQWL¢(F VWDII L
Rl WKH WRWDO UHVHDUFK DPRXQW DV RSSRMHBUP® QPN WV WWHKWH VFLHQWL¢{ ¢F UHVHDUFI
RI UHVHDUFK (QDQFLQJ RU EDVLF JUDQWYV theKduhde;UHSUHVHQWYV
RQO\ RI WKH WRWDO UHVHDUFK DPRXQW &dvéphiem Of\the/ RsdaR Y Métitutions registered

of the other grants and sources of income of the research in the Register of Research Institutions, according

institutions, the basic grants are allocated to research as to these institutions’ operating strategy for

D SUHGRPLQDQWO\ QRQ VSHFL.F DFWLYLW\ dthiéldMéhtids obhj¥cvesy Thé Keponsible ministry

distribution of the grants among the research institutions must approve the operating strategy of the research

depends on inputs/outputs and is based on historical institutions.

aspects. These grants are important for supporting the basic

research and improvement of its quality. The proportion
Basic research grant for the state RI WKH EDVLF JUDQWYV FDQ EH WLHG WR FR ¢QD

projects (Frolich N., 2006). The basic research grant for
VFLHQWL{F LQVWLWXWLRQV LV JUDQWHG RQ WK
performance indicators: type of projects, publications’
LPSDFW RQ WKH GHYHORSPHQW RI VFLHQWL,

state institutions of higher education that are registered cooperation with businesses and other customers,
in the Register of Research Institutions is allocated FRRSHUDWLRQ LQ KLIJKHU HGXFDWLRQ DQG VFLH

LQ DFFRUGDQFH ZLWK WKH SURFHGXUH®RVVAEHFR MiIEH B\Y QY H QXPEHU RI VFLHQWLF !
&DELQHW RI OLQLVWHUV RI WKH 5HSXESyalents (Ffry iegparch yngfitutions. In Latvia, a

basic research grant is allocated as a lump sum to the mixed formula base funding and performance-based

state research institutions. The basic grants are not funding model has been introduced for the basic research

HDUPDUNHG IRU VSHFL,F UHVHDUFK SXU@atalogatign:TFr basic fynding will be distributed to

WKH /DZ RQ 6FLHQWL,F $FWLYLW\ WKH EeCFingiwtprspesedingto theyanality of research

RI WKH VWDWH VFLHQWL¢{F LQVWLWXWLRQKH/ EDBOQEMW RR@EthRRLHWIidR Matvia, 2009).

resources for: The output-oriented, formula-based funding model used

research institutions in Latvia

The amount provided by the basic research grant
for the state research institutions, the state institutions
of higher education and the research institutes of the
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for allocation of funds for research institutions has three health, environment, agriculture and forest
main components:

BF= (1+ P)x A

where

I LV WKH PDLQWHQDQFH Rl VFLHQWLZRHLOERWILWXKWQWRQ\WRI UHVHDUFK TXDOLW\

science, and K=1.3 for social and human

science;

1) — P LV WKH UHPXQHUDWLRQ RI WKH VFLHQWL¢F VV
— A LV WKH FRHI{(FLHQW RI UHVHDUFK TXDOLW\ F

institutions.

DQG GHSHQGV RQ WKHK BfRel eBdatdlQ W  institutions:

¢ HO &=2 for natural, engineering, technological, A=Ex0.12 2)
1.44 AL AL LS LSS A LSS A S A S A -
AL AL LS LS AL LSS A LSS A LA -
1.44 AL AL AL S LSS A LSS A S AL S A -
AL AL AL S LSS A LSS A LSS A S A S A .
1.44 AL AL LS LS AL A LSS A LSS A S A S A -
(AL AL AL S AL AL LSS A LSS A S A -
1.32 AL LSS LS LSS AL AL AL AL S S AL A S A S A -
AL AL AL S LSS LA LSS A LSS A S A .
1.32 LS AL AL LSS AL AL AL S AL AL S LSS A S A .
AL AL LS LSS LA LSS AL AL S S A S A .
1.32 AL AL AL S LSS A LSS A S AL S S A S A .
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1.32 AL AL AL S LS AL S LSS A LSS A LSS S S A .
AL AL LS AL AL S LSS A LSS A S A S A7 .
< 1.2 AL AL LS LS AL S LSS A LSS AL AL S A S AL S S A S |
3 AL AL LS LSS AL AL AL AL AL S A LSS S S A7
F— 1.2 WAL L LSS S LSS AL LSS AL AL S AL AL AL AL LSS A S A 7|
g AL AL LS LSS AL A LSS S S A S A/
= 1.2 Ve
= AL AL LS LSS LA LSS AL AL S AL AL S AL AL A LSS A LSS S S A S |
[%] 1.2 LS AL AL S LSS AL AL S AL AL S LSS AL AL S S S AL AL LSS S |
:E LS AL LS LS AL S LSS A LSS A S AL S S S AL AL S AL AL A LSS A LSS A S A 7|
Q 1.2 AL LSS LS LS AL A LSS A S AL S A AL A |
3 (A LSS AL AL S LA LSS S S A S A |
- 1.2 AL AL LS LSS LA LSS AL AL S S S AL AL AL S A S A LA B
— (AL AL AL S LSS A LSS AL AL AL S AL AL LSS A LSS S S A
o 1.2 AL AL LS LSS LA LSS AL AL S AL A/
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0% 20% 40% 60% 80% 100%

B The maintenance of research institutions on average in % of the total amount of

basic research grant

#The remuneration of the scientific staff on average in % of the total amount of

basic research grant

m Other objectives, according institutions operating strategy, on average in % of the
total amount of basic research grant

Source: author’s construction based on MoES data
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Fig. 3. The distribution of the resources for the maintenance of resear ch institutions,

R

UHPXQHUDWLRQ RI WKH VFLHQWL¢F VWDII DQG GHIYGWVWRISWNQYWRRIVUIHY HD UF K
GHSHQGLQJ RQ WKH FRHI¢FLHQW RI UHVHDUFK TXDOLW\
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where

E is the total sum of four criteria E,, E,, E, and E,
and:
— E, is the discrete evaluation of the number of

relsearch projects per FTE;

E, is the discrete evaluation of the number of
research publications per FTE;

E, is the discrete evaluation of the number of
international and Latvian patents and licenses,

number of market-oriented research projects per

Web of Knowledge , 6&2386r A&HCI, SSCI or other
leading internationally available research databases,
or 0.3 monographs per FTE of research personnel listed
LQ WKH 8 6 /LEUDU\ RI &RQJUHVYV FDWDORJXHYV
time, E, criterion has a minimum value O, if a research
institution had no research publications during the
evaluated period.
The total sum of the four criteria E can vary from
WR DQG UHVSHFWLYHO\ WKH FRHI{FLHQV
quality of research institutions A from 0 to 1.44. Using

FTE; WKH IRUPXOD WR FDOFXODWH WKH PDLQWHQTEC
— E, is the discrete evaluation of the number of institutions | DQG UHPXQHUDWLRQ RI WKH VF
master degree and PhD theses per FTE and/or the staff P, the total amount of the basic grant BF using
% of young researchers from the total number formula (1) was evaluated each year for research
RI' VFLHQWL¢F VWDII PD[ LI RU PiRstitttioisIusimyXh@ previous year data. It is important
researchers). to note, that the Ministry of Education and Science
The maximum value of all criteria E,, E,, E;and E, is planning the basic research grant for each research
is 3 points, and the minimum value is 0 points. The institution in proportion to the annual state budget for
discrete value of E (i=1,.,4) criterion depends on the the total basic research grant. In 2012, the basic research
guantity and quality of research activities of research grant consisting of 8 min LVL accounts only for 20% of
institutions. For example, the second criterion E, *GLVFU Htiétestimated total basic research grant, based on the
evaluation of the number of research publications per research institution’s quantitative and qualitative data for
)7(" KDV D PD[LPXP YDOXH LI WKH ODYhéyear26lOOHDUV D
research institution had 0.5 research publications per The basic funds allocated by the objective
FTE of research personnel published and indexed by formulae enable the institutions to maintain buildings,
80% -+
£
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0o 70% -
> =
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c o
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Fig. 4. The relationship between the maintenance of research institution
GHSHQGLQJ RQ UHVHDUFKFKKDOQVWLWXWKRQWHVHDU

VFLHQWL¢,F VWDII LQ
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LQIUDVWUXFWXUH DQG UHPXQHUDWLRQ@HPXQGHUDXWERQ RWWHKH VFLHQWL{F VWDII LQ Gl
objectives, according to institutions’ operating strategy. the quality criteria of the research institution Eisshownin

The Figure 3 shows the distribution of the resources for the the Figure 4.

maintenance of research institutions, remuneration of the It is concluded that those research institutions

VFLHQWL¢F VWDII DQG GHYHORSPHQW R lthdt\Vheve U EKL2l. ghValekageXavé LafoQated-83% of the
GHSHQGLQJ RQ WKH FRHI{(FLHQW R BasicVredadidh kgranX orotheMaintenance of research
7KH UHVHDUFK LQVWLWXWLRQV ZLWK WK lhsfitlRibhk¢, BriidH YW ®i1 théd Yembrigfation of the

quality A more than 1 have a possibility to arrange VFLHQWL¢F VWDII :KHUHDV WKH UHVHDUFK LQVW
(cQDQFLQJ QRW RQO\N IRU WKH PDLQWHQD QreHese&¢h HudliyX Q B8 oW LERQ receive on average

but also for the development of the research institution. 42% of the basics research grant for the maintenance of

0 WKH FRHI¢(FLHQW RI UHRHMHEStRaa IT ke O L Wresearch institutions and 58% for the remuneration of the

research institutions are not sustainable and have spent VFLHQWL¢F VWDII ,Q JHQHUDO WKH ORZHU LV WK
the basic research grant mainly for the remuneration of quality criteria  E value, the bigger is the proportion of

the research personnel. WKH UHPXQHUDWLRQ RI WKRHwithir the @@L, F VWDII

amount of the basic research grant. The Table 1 gives

Research results and discussion information about the relative distribution within the
i t ng t i ance of research
HIDUGL WKH UHVHDUFK TxDoLw\ FiBerigaant a8eng e mats
5.J UGLQJ v . v LQ\f\NLW WLRQ WKH%TUHPXQHUDWLRQ RI WKH VFLF
proportions of the amount of the basic research grant

- . ) other objectives, according to institution’s operatin
are distributed for the maintenance, remuneration .J 9 P 9

DOG IXO¢(OPHQW RI GHYHORSPHQW WD\S/IF\?\'?gy#HZQJL?' UHVHDUF K . .
o . . In  Latvia~ reSearch Tinstitutions, the increasing
institution. For example, in 2012, one-third of the

fund distributed for the hiah it h compliance obligations (due to the EU Structural Funds
und was_distributed for he higher qualiy researc HFWV WKH /DWYLDQ &RXQFLO RI 6FLHQFH JU

SURM
L_QVWL\_’\_’XWLRQVI ZLWK kU"]'(\LHDUmﬁl'JMdDOLV\’(&@Eé'MDFd"'\@WPHZRuN SURMHFWYV VLJQL,FDQWO\
E=12 to facilitate the development tasks of the researc research institutions’ room to manoeuvre and to set

institutions. Whereas, the distribution for the institutions their own research agendas. It is estimated that 92%
ZLWK WKH UHVHDUFK TXDRWL3%ar F B41wasl H Q(W research institutions’ research income now comes

XS WR IRU WKH UHVHDUFK TXBODLIW\ FREREFLYRW (8 6WUXFWXUDO )XQGV WKH /DWYLD
E t XS WR EXW IRU WKH_UHVHDUFK T%chlre}%h %B&ﬁéf':éomrgc\{\/funding. As the result,
A=1.08 or E=9 — up to 7% of the basic research research subsidies cover only 8% of the total costs.
grant. The research institutions with the research quality Due to the EU Structural Funds projects, one of the
FRHI¢ FLAEQYE or A=0.84 are not granted funds ELJJHVW FKDQJHV LQ /DWYLD 5 ' IXQGLQJ LV WKH
for the research institution’s development and are not increase in contract funding. The contract research
sustainable. in research institutions covers about 92% of all the
The analysis of the distribution between the funds research. The contract research includes all the
for the maintenance of research institutions and research activities that funded by third parties, but
UHPXQHUDWLRQ RI WKH VFLHQWL¢(F VWIRdt by MiMistV & EEWIcallok it Hscience and the
is a big difference between the research institutions. /IDWYLDQ &RXQFLO RI 6FLHQFH 7KH FRPSHWLWL

W FDQ EH H[SODLQHG E\ WKH UHVHDU F Kaise$l! Qfmlity\V KdweteX ResdUgrants target often
Rl UHVHDUFK SHUVRQQHO DQG VFLHQWL afead/thaPdre 180/ nafrovP4Ad @d/ndt promote frontier

the maintenance of research buildings. The relationship research (Schmidt E.K. Langberg K. Aagaard K.,
between the maintenance of research institutions and 2006).
- Table 1
Relative distribution of the basic research grant among the mai ntenance of research institution,
5‘ WKH UHPXQHUDWLRQ RI WKH VFLHQWL¢(F VWDII DQG RWKHU REMHFWLYHYV
T according to institution operating strategy in 2012
>
-
o) The maintenance of The remuneration of the Other objectives, according
v S VFLHQWL¢F VWD|II institutions operating
C — — = research institutions |
3 = o Q2 P strategy
o e}
0 o % =
o € 0 2
T QO 2 [} E . .
B = s £ on average in % of the total amount of basic research grant
[
'_
12 6 33% 37 % 30%
11 8 36 % 40 % 24%
10 13 37 % 47 % 16%
9 6 39 % 54 % 7%
8or7 8 42 % 58 % 0

Source: author’s calculations based on MoES data
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Now, the Ministry of Education and Science the lower is the value of the total research quality
is discussing a new funding model for R&D in criteria, the bigger is the share of the remuneration
Latvia in response to concerns about the R&D cost Rl WKH VFLHQWL¢{F VWDIlI ZLWKLQ WKH WRW
effectiveness. The promoters of the reform considered basic research grant.
the previous funding system as the cause of structural 5. Now, the existing funding system is considered as
imbalance, because a part of the research institutions the cause of structural imbalance, because a part of
with low research quality does not have a real the research institutions with low research quality

IXQGLQJ IRU WKH GHYHORSPHQW 7KH ¢ Q @o@sFriothaveréd Wrid$for the development. The
ZLOO LQAXHQFH WKH UHVHDUFK VWUDWHJLHW RILDWKH IXGIGHQUNKVWHP LV PDLQO\ FKDI

institutions. The Latvia R&D funding system is mainly by a performance based system.
FKDUDFWHUL]JHG E\ D SHUIRUPDQFH EDVHG V\VWHP
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THEORETICAL ASPECTS, REGULATION AND EXPERIENCE IN THE
MANAGEMENT OF THE PUBLIC AND PRIVATE PARTNERSHIP IN
LATVIA AND THE EUROPEAN UNION

Inga Shina !, Dr.oec., assoc. professor ; Madara Uzkalna 2, Mg.oec.

Abstract. &XUUHQWO\ WKH GHYHORSPHQW RI HQWHUSULVHUQEGDNRIFS®QBBW HG@ B QRIS S WH QH XL
environment, which is subject to rapid changes. Public and private partne rship (PPP) is an agreement between a state
agency (federal, state, or local) and a private sector. With this agree ment, skills and means between public and private
sector are shared, ensuring the availability of services or equipment for public usage.

There is much research carried out concerning PPP in the European Union Member States, yet in Latvia there is little
and contradicting publicly available information concerning PPP. Society is n ot aware of PPP: normative regulation is
poor, parties involved in PPP lack knowledge and skills in the process of PPP project management. There is limited
study on the theoretical aspects carried out in Latvia market. These factor s determine the topicality of the research.
The aim of the research is to analyse the theoretical aspects of PPP and to characterise the experience of PPP in the EU
Member States and Latvia, assessing interviews of PPP experts. In the re search, the authors applied content analysis
and interviews. There are 143 literature sources, published betwee n 2010 and 2012, analysed.

The authors conclude that society is poorly informed about PPP projects even thou gh the facilitation of PPP application

is mentioned in the National Plan of Latvia. The biggest obstacles for impl
the shadow economy, poor normative regulation, and the shortage of competen
SXEOLF SULYDWH SDUWQHUVKLS VXVWDLQDEOH GHYHBR®%PHOQWW HILLWWRY HW KEH @ H Y, X\

Key words:
management.
JEL code: L32

Introduction
Nowadays, companies need to develop and grow
in this highly competitive and business- challenging

strive to meet the interests of the owners, the market
interests, and society, in general. Entrepreneurs may
have a necessity to create a partnership in their business.
Public and private partnership (PPP) is an agreement
between the government agency (federal, state, or
domestic) and the private sector. With this agreement,
the skills and resources between the sectors (public
and private) are shared providing services or facilities
DYDLODEOH IRU WKH SXEOLF XVH«’
Public Private Partnerships, 2012).

Based on the global interest and frequency of
the PPP model usage in the European Union (EU) and
other countries, there is no doubt about usefulness of
PPP. In some EU countries, the work has been done
in such a way that other countries could learn about
PPP. Representatives of these countries share their
experience, talk about the challenges they have faced,
so that others could plan and implement PPP in their
countries preventing potential failures and proceed
with successful implementation of PPP projects. The

ementation of PPP are the high proportion of
t specialists.

has increased (Developing Public Private Partnerships...,
2012). The amount of PPP operations, which have

UHDFKHG WKH rgigl Btaye¢ tQtaled 6 billion EUR in
HQYLURQPHQW WKDW LV VXEMHFW WR UDSMKHAKYESHN RRPENEHWHNVQ WKH ¢ UVW KDOI RI

PPP planning and evaluation is still being carried out, and

LW LV UHAHFWHG LQ WKH (XURSHDQ &RPPLVVLRQ U

,QWHUQHW (XURSHDQ &RPPLVVLRQ
and construction and automotive industries (European
&RPPLVVLRQ

Many studies on PPP have been conducted in the
EU and throughout the world, whereas there is limited
information about PPP projects in Latvia. Society is not
infoymed RIPDtCPPER e FWatipR Us weak; parties
involved in PPP projects lack knowledge and skills in the
processes of PPP project management.

No similar study has been implemented in Latvia
market, and this is why we are unable to compare the
results. These factors determine the topicality of the work.
The aim of the research is to analyse the management
processes of PPP in Latvia, evaluating expert references,
DQG WR ¢QG WKH DQVZHU WR WKH
process management is affecting PPP projects.

To achieve this goal, a number of challenges have
been set and methods have been applied:

JOREDO (QDQFLDO FULVLV KLW WKH ZRUOG tdegplore theDh@a@etiDal abpEdls bf BPP management

implementation of PPP projects. In many countries, PPP
SURMHFWY ZHUH FDQFHOOHG
there were countries which continued and are continuing
the projects that had been launched, thus improving
their countries’ development and implementing projects
important to society. As country leaders are indicating,
since the global economic crisis the demand for the PPP

1 Tel.: +371 29224148, E-mail address: inga.shina@gmail.com
( PDLO DGGUHVVY PDGDUDX]|NDOQD#LQER[ OY

2 7HO

40

*UHHQ &

and perform analysis of literature and normative
docu@éhmatibul for ikhiel @reepiion of the situation;

2) to describe PPP experience in the EU countries
using constructive and experience - based content
analysis;

3) to analyse the PPP management processes in
Latvia and to clarify experts’ opinion about PPP
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development possibilities in Latvia applying interview
study methods. In the interview, seven experts
were involved who had been closely associated with
the PPP projects or were participating therein (The

&HQWUDO )LQDQFH DQG &R Q\WWsFW L Q& RPIMQYFLRQ 1RWL:FDWLRQ

of Finance of the Republic of Latvia; Joint-stock
company A&$7$° /WG A:HVHPDQQ"
The study is based on the laws and regulations of the
Republic of Latvia, statistical data, Latvian and foreign

VFLHQWL¢F ZRUNV SXEOLFDWLRQV LQ

and periodicals, online materials available as well as
unpublished business and conference materials. For the
study, 143 sources were referred to in total. The data
during the period 2010 - 2012 was used in the study.

Public and private partnership

The 21st century will hold far-reaching changes in
socioeconomics. The government is introducing reforms
to improve the economic situation thus ensuring the
sustainability of the national economy development.
State resources for the implementation of major public

EHQH,;W SURMHFWY DUH LQVXI¢(¢FLHQW

additional funding has increased. This is one of the
main reasons why the government is turning to private

sector partners to develop the social dialogue. A long-
term cooperation is being built between the public and

private sectors that implement PPP projects. Among
European countries, the importance of PPP projects is
increasing. To understand the situation and its process,
it is essential to be aware of the legislative, institutional,

and management aspects that characterise PPP projects.
Theoretical aspects are studied through the content
analysis. The authors analysed 22 literature sources that
were published between 2010 and 2012. The authors

of the economic crisis. It is a means by which European

social partners or employees are trying to help solve

problems and to reduce the impact of the crisis, which

is the priority of the Europe 2020 strategy (European

:KHQ FUHDW L
is essential to know the processes of PPP management.

HWF The processes of PPP management are complex,

and several authors’ theoretical works, for example
Geddes R.R. &KULVWHQVHQ 7 <RQJ . +
VFLHRRQ:BPABPWKOBWLRQV

Research results and discussion
7KH GLVFXVVHG VRXUFHV SURYLGH VHYHUDC

WKH PDQDJHPHQW RI 333 SURFHVV WKDW JHQHU
the importance of process management per se, diverse

procedure, and all partners’ responsibilities for the process

management (Dewulf G., 2012). The management

of a process involves achieving of the result, control

mechanisms, and each partner's personal responsibility

IRU WKH DFKLHYLQJ RI WKH UHVXOW 7KHUH DU
that do not repeat in other sources. The authors give their
VBHOR WINUR @ 1R WKH W83 BYRFHVYV PDQDJIHPHQW
of PPP process is based on the cooperation between the

public and private sectors, which provides an effective

result by carrying out a number of related events or

activities with the beginning and end. It is a management

tool where the knowledge, skills, tools, techniques, and

V\VWHPV RI SDUWLFLSDQW DUH XVHG LQ WKH S
the measures, control mechanisms, and processes with

the aim to meet the requirements of the partners and

the society.
The projects - prior to implementation and upon
completion thereof - are being evaluated basing

on different criteria. The authors of the study have

KDYH JDWKHUHG WKH VLPLODULWLHV RI 3¥XBBRBUWIKIS c YKL WRRWWR| FRPPRQOV XVHG HY

the PPP process and partner role in a result of the study,

criteria. of the results of management of PPP

KDYH HVWDEOLVKHG 333 SDUWQHU EH Q HRregesses dRobertgan pSH (201¢ |O’Donovan D., 2010;

evaluation criteria of process management results.

Longa R. D. 2011; Barrera F. 2009; Robinson J.W,

7KH H[DPLQHG 333 GH¢(QLWLRQV VKRZ WHKBMIWKHUH Lv ZKLFK ZRXOG VXJJHVW WKI
QR VLQJOH GH¢QLWLRQ IRU 333 FRPSULMlo@ aspegts shatid bg akenHnto account when

of economic activities. The authors suggest using T.

HYDOXDWLQJ 333 SURFHVVHV HI¢FLHQF\ LQYH

&HOOXFFLYV GH{QLWLRQ WKDW WKH SUL Y BA{NArSDaOerior perigd, $he (esvipseunlianceswith

is an agreement between the government agency
(federal, state, or local) and the private sector. With this
agreement, the skills and resources between the sectors
(public and private) are shared, providing services or
facilities available for the public use. Each party agrees
to distribution of the additional resources when delivering
services or equipment.

In PPP processes, the partners have several roles
depending on the project: buyer or service provider,
regulatory role of entrepreneurship (Grossman S.A.,
2008), social or institutional role. While successfully
entering into the roles and cooperating between the
PPP projects, the partners are creating a product or
service that meets the needs of society (Organisation
for Economic..., 2012). The proper choice of the role and
good management of the process provide the opportunity

national, regional and local development objectives,
partners’ experience, control mechanisms, and value for
money.
The authors suggest assessing the results of the
management process of PPP projects according to the
IROORZLQJ FULWHULD HI¢(¢FLHQF\ FROODERUD!'
mechanisms, and the results. Experts recommend
evaluating the achieved PPP project results and informing
the society and private partners about it. To select
these criteria, analysis of the literature and normative
documentation was conducted including works of foreign
VFKRODUV SXEOLFDWLRQV LQ FROOHFWLRQV RI
periodicals, and materials available online. The evaluation
criteria of the results of PPP process’ management were
selected from the sources of the criteria depending on
WKH SUHVHQWHG IUHTXHQF\ VLIJQL,FDQFH DQ

RI DFKLHYLQJ VLJQL,FDQW UHVXOWV WHKe8s. DUH EHQH/FLDO WR

both parties (Robinson H., 2010). In such a way, the
available resources are being combined thus providing
higher returns together rather than each party working

The authors included the importance of the criteria in
the expert interviews, to check the theoretical knowledge
in the practice of Latvia. The expert interviews indicate

LQGLYLGXDOO\ 6XFK FRRSHUDWLRQ LV D thathehigasst sbstagler iRrompierrentatiomof PPP are

against the disadvantaged economic and social impact
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UHJXODWLRQ DQG WKH VKRUWDJH RI

specialists.

1. The experience of the EU and other
countries in implementation of public and
private partnership

The majority of the EU Member States are applying
negotiation procedures in the implementation of PPP

SURMHFWYV DV UHTXLUHG E\ WKH

'"LUHFWLYH (&
DQG RI WKH &RXQFLO RI ODUFK
coordinate the procedure of rights conferment for state
contract conclusion for construction works, supply
and service, in addition to traditional procurement
procedures - for open and restricted competition. There
are many examples of successful implementation of
PPP projects applying the negotiation procedure. The
following major PPP projects exceed 500 million euro.

— High-speed rail in France (Mohamed A.M.I,
2011) — one of the largest rail projects in Europe
has been developed within the project. Project
costs range from 1.2 to 3.4 billion euro. Within the
PPP project, the railway was extended, access was
improved, and travel time between Paris and Rennes
was reduced for 37 minutes and between Paris and
IDQWHV * IRU DERXW PLQXWHYV
concluded among the partners.

— Road tax project in France (Jacob B., 2010) - this
projectis a part of Ecotaxe project based on the taxes
for cargo vehicles. All cars heavier than 3.5 tons will
have to pay tax for use of the national road, starting
from time when project will be put into operation —in
2013. The toll for road use will be collected by GPS
satellite system 170 GPS.

— Bordeaux high-speed rail in France (Morrison R.,
2012)—itisthelargestEuropean PPP project. Its costs
are 7.8 billion euros, and the concession agreement
has been signed between both the partners for
50 years. In total, 340 km and 17 connecting lines
were built within 4-year period.

,Q SURMHFWY UHDFKHG WKHLU ¢

total value of nearly 18 billion euro in Europe.
Both, academic and professional studies are united by

VhiitecF adr@istaion; The Dheatd, dl & company; legal
entity of private rights.

Until November 2012, in Latvia there have been
59 projects implemented (Ministry of Finance..., 2012),

DUH LQ WKH SURFHVV 7KH &HQWUDO )LQDQ
&RQWUDFW $JIJHQF\ DQG 333 SURMHFWYV
still planned (Ministry of Finance..., 2012). In Latvia,
partnership between the private and public sector has

‘LU eRafjgdythe implementggion of a number of important
RI WKH (XURSHD dragsts 08-b Fepe) \igconstruction, - reconstruction  of
7 kgRt SUPRIY: HYStRM, ye@nstruction and management

of four pre-school educational institutions, housing
construction, renovation and management of art school,
introduction of photo camera, the Southern Bridge
FRQVWUXFWLRQ DQG //& /IXUVRIW VHUYLFHV 7KH
SRVVLEO\ ZRXOG QRW KDYH EHHQ UHDOL]JHG DW D
thereof would have been a long time waiting.

7KH &HQWUDO )LQDQFH DQG &RQWUDFWLQJ $JHQ
with the Ministry of Finance indicates that one contract
RXW RI WKUHH SURMHFWY LV UHDOL]J]HG WKH FRQ\
school educational institution in Marupe, Kekava, and
Tukums. The RE (The Register of Enterprises) indicates
that the contract on the supply of catering services has
been implemented after the adoption of the law.

The PPP development policy in Latvia was transferred

&RQ Ft%t(ye\}\ﬂrﬁsgy Ef'gaawm E)Slfaw thg/Mlnlstry of Finance.

Since 2009, with the adoption of the PPP Law, the Ministry
RI )LQDQFH DQG LWV VXERUGLQDWH ERG\ 7KH &HQ
DQG &RQWUDFWLQJ $JHQF\ KDYH EHFRPH WKH Ut
authority for the PPP projects. Since the update of the
PPP, an ambitious work on establishment of appropriate
OHJLVODWLRQ KDV EHHQ ODXQFKHG LQ /DWYLD
WKH OHJDO IUDPHZRUN IRU 333 GH{QHV 3XEOLF C
Partnership Law adopted in June 2009 (Public and Private
Partnership Law, 2009). The work on the development
of the law has already been launched in 2004, and it
was carried out in several stages, reviewed in various
HGLWRULDO RI{(FHV WKHUHIRUH WKH GHYHORSPF
was prolonged.
The issues related to the PPP in Latvia are governed

glshg PP@VI w dZE r\féﬁo atlve documents: Public

ocurement Law (Pu 'T rocurement Law, 2006), State
Administration Structure Law (State Administration

WH DQG /RFDO *RYH
WKH REVWDFOH WKDW FULWLFDO IDFWRUYV %Eg %YQJSL&BB(S\%/ZIZ())& qhﬁ'__,\é’ QLHV' 2Q 6WDWH I

or may affect the functioning of the social partnership are

LGHQWL,{HG GXULQJ WKH VWXGLHV ODLQO\ I%ngﬁg\gL%\%V\éBESUHQHQSV WKH &RQFHVVLRQV

and civil society, this is a commonplace, which is also
FDOOHG 3VPDUW SKLODQWKURS\’

2. Normative regulation of public and private
partnership in Latvia

In Latvia, the law on PPP (Public and Private
Partnership Law, 2009) states that partners can be: a
public partner and a private partner. A public partner can
be a state as a legal entity of initial public rights or legal
entity of secondary public rights, for example, a capital
company, a municipality. A private partner is an applicant
or single-purpose company, or joint company that has
entered into the public and private partnership contract.

The Ministry of Finance has determined that, on
behalf of the public partner, the representative of the
public partner can do the necessary actions in the PPP
project. A representative of the public partner (Ministry
of Finance..., 2012) can be: direct management body;

42

In 2009, amendments to the PPP Law were made,

DQG D QHZ FRQFHSW Rl :FRPSHWLWLYH GLDOR
introduced. It differs from the traditional open and

FORVHG WHQGHU SURFHGXUHV HQVXULQJ QHFHVYV
for the state and private partnerships. According to the

tender procedures, the public partner has to decide what

infrastructure object to build or what kind of services to

provide, and the private partner only has to implement

intention of the public sector’s partner.

Conclusions, proposals,

recommendations

In Latvia, there is not a clear stand for the PPP; the
law of the PPP is not being applied. Having evaluated
PPP project models, the authors conclude that concession
agreements are a form that is most frequently
implemented in Latvia. The second most used PPP model

Economic Science for Rural Development No. 31, 2013
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ent of the

is establishing of a joint venture. A consequent lack 2.
of national policy implementation according to PPP and
a high proportion of shadow economy can explain the 3.

&DUWOLGJIH
Surveying Practice. Routledge. p.288.
&HOOXFFL $ 7 $ *XLGH WR ,QQRYDWL"®

1HZ $VSHFWV RI 4XI

UHDVRQ IRU VORZ LPSOHPHQWDWLRQ RI 333 BWLRNDMAW 8D UWQHIDWKLSY 8WLOL]JLQJ WKH 5

institutions of Latvia government cannot provide a single

answer on the number of projects implemented after

adoption of the PPP Law. Basing on the experts’ replies, 4.
the biggest obstacles observed in PPP projects are the

high proportion of shadow economy, weak regulations,

ODFN RI SUR¢(FLHQF\ LQ OHJLVODWLRQ CDFMNRRPEMOL;HG KRBDQGD\
UHVRXUFHV DQG LQVXI(FLHQW NQRZOHGJH BRUBRMWDWBG6RFIBBO® 5HVSRQVLELOLW)\

legislation. The authors conclude that the PPP is being
LGHQWL¢HG DV D SRWHQWLDO ZD\
development and a positive impact on the national
economy.

The government has to improve the legislation and

KDV WR GH¢{QH LQ WKH 5HIJXODWLRQV LV¥XHIBYEORKIHQ & &RIXEGHW LHV

which state or local government bodies as well as their
FDSLWDO FRPSDQLHV PD\
WKH OLQLVWU\N RI )LQDQFH
&RQWUDFWLQJ $JIJHQF\
DQG JDWKHU LQIRUPDWLRQ RQ DOO RI
and, in cooperation with the project submitters, have to

assess the usefulness of the project implementation in

the future. Public partner, performing purchase for the

PPP project needs, has to adapt the competitive dialogue
procedure before each PPP project in order to improve

the PPP process. The municipalities of Marupe, Kekava,

and Tukums, which have successfully implemented

PPP projects, should inform society and any potential
stakeholders about the process and management of the

PPP project.

12.
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EUROPEAN UNION FUNDS IN THE PRO-ENVIRONMENTAL
DEVELOPMENT OF POLISH RURAL AREAS

Hanna Pondel 1, 'U RHF 3R]QDQ 8QLYHUVLW\ RI (FRQRPLFV

Abstract.  This study presents selected possibilities of supplementing pro-environmental acti ons in Polish rural areas

with the European Union funds, the scale of funds Poland has received within selected examples of the EU programmes,

and the opinion of rural commune local governments on the subject of the ir involvement in the acquisition and use

RI WKH (8 IXQGVY RQ SUR HQYLURQPHQWDO JRDOV ,GHNLKHG IVVLWQGHFDGW (3RIODAA® QJ K XS
the European Union and the funds allocated towards the development of ru ral areas arouse the interest of potential
EHQH¢{¢FLDULHY 7KH DOORFDWLRQ RI IXQGV WRZDUG@W RR VWQFK. DR @ BN QGHBEM @ 6l Y HODRISIFK
governments which are the most capable of assessing the needs of the local community in this respect. The EU funds

in rural areas were and still are mostly appropriated to improvements in water and sewage infrastructure which is an

evidence of still existing requirements in this area; however, the re is an increasing amount of projects associated with

carrying out contemporary rural area functions (especially in the de livery of free goods).

Key words:  EU funds, pro-environmental development, rural areas.

Introduction examples of the EU programmes and the opinion of
The policy of the European Union and its member rural commune local governments on the subject of their

states, including Poland prescribes numerous tools which involvement in the process of acquisition and allocation

are essential for carrying out the concept of sustainable of the EU funds on pro-environmental goals.

GHYHORSPHQW RI UXUDO DUHDV 7KH (8 &RPPRQ $JULFXOWXUDO

Policy evolves in the direction of multifunctional Natural environment of rural areas in the

rural development with a consistent and sustainable
development of agriculture and rural economy,

social progress, and positive impact on the natural \ )
environment (Kolyska J., 2009). H[FHSWLRQDOO\ VLIQL;FDQW HOHPHQW RI WKH

The quality of the natural environment is one of the carrieFi Ol_Jt in the pre-access?on period. - an example
PRVW LPSRUWDQW DQG DW WKH VDPH WIIEN iSp3R0ARD | $8eig! g\ggession Programme for

EU programmes
Environmental protection in rural areas is an

challenges for rural commune local governments. Despite Agriculture and Rural Development) - as well as during
WKH IDFW WKDW HQYLURQPHQWDO LVVXHPo®d# membaghip yr, $of Fupepsagy Kiion. In the
list of communes tasks included in the Commune Local programming period of 2004-2006, Poland experienced
Government Act  (Act, 2001), the degree of introducing the completion of investments carried out as part
investments aimed at sustaining or improving the of the SAPARD programme and the initiation of new
condition of the environment is mostly determined by programmes supporting pro-environmental activities

WKH DYDLODEOH ¢(QDQFLDO UHVRXUFHV inN7Kyal(xajees Heyed gesLrRQ EHFWRUDO  2SHUDWLRQ
VXEVLGLHV ZKRVH EHQH¢FLDULHV DUH PrRIRE HRestrpcluringHaned Moderisation of the

as other entities operating in such areas like farmers, Food Sector and Rural Development ( SOP RMFRD),
HQWUHSUHQHXUV RWKHU LQKDELWD QW VRUaly Pevetppnpentp Plan. jfey L the pyearg  2004-2006
source of support for rural communes. The diversity (RDP), or  ,QWHJUDWHG 5HJLRQDO 2SHUDWLRQDO
of programmes, activities and possible goals makes it (IROP) . The RDP allows improvement of environmental
possible to involve all of the above mentioned groups in qualities of rural areas mainly through actions carried

the process of shaping and protecting the environment. out in agriculture, e.g. development of environment-
However, the involvement of the communes local friendly farming, maintaining the landscape qualities of
governments is an essential condition which shall be rural areas and ensuring sustainability of agricultural

met to improve the competitiveness of rural areas and land use, promotion of agricultural production

the quality of life of their inhabitants. This important systems conducted in accordance with environment

role of local governments is primarily a result of their protection requirements, forestation of farmlands with

VSHFL¢F GHFLVLRQ PDNLQJ DXWKRULV DML REicUBUEG utilyF FadjMstneld Rof farms to the
YDULRXV (QDQFLDO DGPLQLVWUDWLYH S0 B@@irdlin Ih Gred ®K ErbikbroRI® protection,

instruments which allow coordinated operations initiated public health, and health and well-being of animals
by different entities. (RDP, 2004). The SOP allows carrying out projects in
The aim of this study is the presentation of selected the area of countryside restoration, preservation and
possibilities of supporting pro-environmental activities protection of cultural heritage, protection of natural
in Polish rural areas with the European Union funds, the resources in rural areas, and development of agriculture
scale of funds allocated to Poland as part of selected GLYHUVL,FDWLRQ RI LWV RSHUDWLRQ LQYHV
1 & RUUHV SRQG L QTEl.D&\6K 8549 30 22. E-mail address: hanna.pondel@ue. poznan.pl
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food safety, investments towards environment
protection, improvement of the conditions and well-
being of animals, and increasing hygiene standards
of farming production (SOP RMFRD, 2004). In the

Financial support of actions in favour of
environment protection in rural areas
As part of the SAPARD Programme there were

22 775 projects carried out with a total amount

2
FDVH Rl ,523 WZR VSHFL¢F DFWLRQV Z'E)'fuﬂeir}{ P]SngTé’ltFDO(PWapW&. PLN 45 billion

the Polish countryside: 1)

local governments, among others, and the subsidies
could be allocated towards projects related with
water and sewage treatment requirements, waste

Environment protection
infrastructure + ZKRVH XOWLPDWH EHQH¢FL

D(i Iugi(lp ELF&\I %)4 billi n from the EU) 2 by the end
X

opgb 6. It allowe %rry%?wg out projects in the following

areas:

— Disposal and treatment of municipal sewage — the

PDQDJHPHQW DLU TXDOLW\ LPSURYHPHQW E%g&é‘;ﬂ@\ﬂ%@%j\?@?‘ﬁt f PLN 723.5 million -

environment protection management support, and

renewable energy resource use; 2) Rural areas
preventing the social and

the main goal of which was
economic marginalisation of rural areas and small

towns of up to 20 000 inhabitants , through, e.g.

projects in the area of disposal and treatment of sewage,
water supply and consumption, use of renewable energy
sources, air quality improvement, waste management, or
ARRG SUHYHQWLRQ ,523

In the years 2007-2013, the cohesion policy in
the area of protection and improvement of the state
of environment is carried out primarily thanks to the
European Regional Development Fund (ERDF) — thanks
to which rural areas are able to carry out projects,
e.g. as part of Regional Operational Programmes and
&RKHVLRQ )XQGV &) * ZKLFK FDQ
large investment projects in the area of environment
protection undertaken by local government units,
commune associations, or other entities like municipal
enterprises owned by the commune (Ministry of Regional
Development, 2008).

In the current programming period, however, the
most important EU programme which enables multi-
directional investments in rural areas and farming is the

Rural Development Programme for 2007-2013 (RDP).

Improvement of the natural environment and rural
areas is one of the priority axes of the EU’s policy for the
development of these areas, the so-called environmental
axis - besides improvements in the competitiveness of
the agricultural and forest sector (the so-called economic
axis), improvement of the quality of life in rural areas,

EH XV p@eﬁt@ wag. &arrci’eg I%Lé gs, part of the

of water cdnduits, 189 collective sewage
treatment plants, and 2 403 farm sewage treatment
plants were built within this action; Municipal waste
management + SURMHFWYV FR ¢QDQFHG E\ WKH (8
the amount of PLN 13.89 million enabled creating,
among other things, 23 solid waste disposal sites;
Energy supply using renewable energy sources -
completed projects with PLN 5.15 million of the EU
FR ¢QDQFLQJ PRVW RI ZKLFK ZHUH DVVRFLDWHC(
use of local, renewable energy sources (Ministry of
Agriculture and Rural Development, 2007).
During the course of the SOP RMFRD Programme over
50 thousand contracts for nearly EUR 1.2 billion were
VLIQHG ZLWK EHQH¢FLDULHV WKH (XURSHDQ &f
reimbursed EUR 942.2 million). The largest number of
Investments in
agricultural farms ion (48.2% of the total projects
carried out) — the average project value was approx. PLN
100 000. The projects were primarily associated with
improvements in production organisation — about half of
WKH SURMHFWYV LQ WRWDO DQG KDOI RI WKH TXD
total, 94% of the projects carried out regarded farms of
DQ HFRQRPLF VL]H R(Wkistry of Bgriculture and
Rural Development, 2010). Apart from projects directly
related with agriculture, the SOP RMFRD allowed to carry
out, among others, the following projects:
— related with rural restoration, and preservation
and protection of cultural heritage — completed
implementation of over 2 000 projects, for which
WKH DPRXQW RI FR ¢QDQFLQJ IURP WKH ($
reached PLN 395.6 million (with tangible effects

DQG GLYHUVL¢{¢FDWLRQ RI UXUDO HFRQRP\ W a5 RONSHIElieN ps ragengtiugiien of elements

axis) and the Leader axis (RDP, 2011). Activities aimed
at protecting the natural environment and improving the
quality of life of rural area inhabitants may be carried
out via projects directed towards restoration of the
countryside and improvement of the state of cultural
and natural heritage, undertaking non-agricultural
economic operations in rural areas, creating local action
groups (LAG) or international partnership. Regional
Operational Programmes also include priorities and
activities which allow improvements to the state of
the natural environment in rural areas, e.g. Priority Il

of small touristic and recreational infrastructure,
development of village centres, parks, green areas
and other leisure locations);

— in the area of diversifying agricultural activity and
protection of natural resources in rural areas —
completion of over 4 000 projects with the EU co-
¢cQDQFLQJ LQ WKH DPRXQW RI 3/1
investments (associated with, e.g. minor services to
the inhabitants, services to agriculture, production of
energy materials and biomass) allowed maintaining
or creating nearly 9 thousand workplaces (SOP

PLOOLRQ

of the :LHONRSROVND 5HJLRQDO 2SHUDWLRQBWREURW, Mpistyy of Agriculture and Rural

2007-2013 titled Natural Environment prescribes

carrying out projects aimed at providing rural areas with

sanitary and waterworks infrastructure, regulating waste

management, restoring degraded natural habitats, and
introducing and promoting protected areas, including
NATURA 2000 (WROP, 2011).

2 2XW Rl WKH JHQHUDO QXPEHU RI 3URMHFWYV
EXGJHW PRYHG ZLWK DSSURYDO
SAPARD as well as the RDP funds (Ministry of Agriculture and Rur

Development, 2010).
7KH DPRXQW RI IXQGY DOORFDWHG WR EHQH¢
the RDP 2004-2006 activities reached PLN 14.2 billion
out of which PLN 11.3 bilion were funds from the
EAGaGF. Support given as part of the four actions within
Priority B,  Sustainable Development of Rural Areas ,

S UR MMIEM 6 X2UHIUM ' AR H @PSFHGEWI BRB Q TV

IURP WKH (XURSHPMUBRRP WKH RRQURMHKEW ZDV ¢(QDQFH

al Development, 2007)

3 $ XQLW SUHVHQWLQJ WKH HFRQRPLF VL]H RI D\ HIE EDRHBWRQ MK HD VW DRIEMAMO BLUHFW VXU

46

Economic Science for Rural Development No. 31, 2013
ISSN 1691-3078



H. Pondel

European Union Funds in The Pro-Environmental Development of

Polish Rural Areas

33,19%

5,24%

11,09%

50,48%

OAction 3. Support of farming operations in areas with unfavorable farming conditions

EAction 4. Support of farming and environmental operations and improvement of the well-being of

animals

OAction 5. Forestation of farmlands

mAction 6. Adjustment of agricultural farms to EU standards

Source: author’s study based on the Ministry of A

griculture and Rural Development, 2009

Fig.1. 6WUXFWXUH Rl UHVRXUFHV VSHQW RQ VSHRLLFUDMWWIORQY ZLWKLQ 3

the RDP for the years 2004-2006

Sustainable Development of Rural Areas

KDG WKH PRVW VLJQL{FDQFH WR WKH ViaaBWPHN B billbk, khve BaiVOf WiDoD served actions
HQYLURQPHQW )XQGV DOORFDWHG IRU F Rithi) Bx@ FLL QlihpEoeRibht! 6TVCmpeditiveness of the

the area of this Priority constituted nearly 52% of the total
resources available in the RDP, while their distribution

Farming and Forest Sector , nearly 40% went towards
actions within Axis 2 Improvement of the Natural

DPRQJ VSHFL¢F DFWLRQV LV SUHVHQWH G Hogrohinénx &nd Rural Areas , 10% went to the projects
7KH VLIQL¢{¢FDQFH RI WKH (8 ¢ QDQFL D @arkied & Rvithit AwisR3 U XQuialiiy of Life in Rural Areas

areas within the IROP can be shown by presenting
the tangible effects (pro-environmental projects) for
Action 3.1. Rural Areas . Since the beginning of the
Programme’s implementation in rural and small town
areas, a total of 2 thousand km of water conduits used by
over 120 thousand inhabitants, and 70 sewage treatment
plants were built and modernised, in addition to carrying

out 13 projects in the area of selective waste disposal and
recycling, and municipal waste management.

There were no projects carried out as part of this
Action related with building electric power plants using
renewable energy sources. There were, however,
projects whose range included the use of RES, e.g.
related with the modernisation and redevelopment

DQG 'LYHUVL{FDWLRQ RI 5X0JP® (ERQRP\
towards Axis 4 Leader (Ministry of Agriculture and Rural
Development, 2012b).

The environmental axis in the European Union
received 44% of the EAFDRA resources, while Poland
intends to spend 32.21% of public funds allocated within
the RDP 2007-2013 for the implementation of actions in
this area - the share differs in Europe: from 23% for
Romania to 81.36% for Finland (Scianski P., 2010).
By the end of 2011, Poland spent slightly over
PLN 11 billion on actions within Axis 2. The distribution
of these resources between different actions is
presented in Figure 2.

The amount of payments disbursed by the end

Rl KHDWLQJ V\VWHPV RI WKH VFKRROV RU 2FIR ReBristuted RA3;,6%H df the planned EAFDRA

to those using biomass or biogas (Ministry of Regional
Development, 2010).

The Rural Development Programme for 2007-2013
is the main source of support for the development
of Polish rural areas in the programming period

)W LV ¢(QDQFHG IURP WKH

(European Agricultural Fund for the Development of
Rural Areas — EAFDRA) and domestic public funds.
Despite the fact that the expected total sum of
co-funding for rural areas in the programming period
2007-2013 would be EUR 17.2 billion (including over
EUR 13,.2 billion from the EU budget), the actual funds
at disposal are about EUR 14 billion — the remaining
amount constitutes undertakings from the years 2004-
2006 entered into as part of the RDP 2004-2006
(Jablonska-Urbaniak T., 2009).

By the end of 2011 the Agency for Restructuring
and Modernisation of Agriculture carried out payments of
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budget in case of the Action titled Support of Farming

in Mountain Areas and Other Areas with Unfavourable
$IJULFXOWXUDO &RQGLWLRQV 7KLV SHUFHQWDJ
the Action Agricultural and Environmental Programme

was 43.6%, in case of the Action Restoring the

( PoteBtiIG IfHRrest Production - 9.6%, and for the

Action Forestation of Farmlands and Non-farm Lands -
28.7% (Ministry of Agriculture and Rural Development,
2012b).

Ruralcommunesintheprocessofapplying
and using the EU resources supporting
pro-environmental investments
$v LW ZDV PHQWLRQHG HDUOLHU VLJQL¢F
resources from the European Union budget were
expected for Polish rural areas as part of many different
programmes in every programming period. What is

a7
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0,460/0 4, 530/0

36,90%

EAction 211, 212 Support of farming in mountain areas and other areas with unfavorable

agricultural conditions

Action 214 Agricultural and environmental program

m Action 226 Restoring the potential of forest production and introduction of preventive

instruments

mAction 221, 223 Forestation of farmlands and non-farmlands

Source: author’s study based on the Mini

stry of Agriculture and Rural Development, 2012b

Fig.1. 6WUXFWXUH RI UHVRXUFHV VSHQW RQ VSHHLYF RRAWLKRHQ E'ZUIRKLVQKH \HDUV
Improvement of the Natural Environment and Rural Areas

interesting, however, is how rural communes - the

acquired from the European Union, as the VFEPWM

SRWHQWLDO EHQH¢{FLDULHV RI PDQ\ VXFKURFMWAHRWYVYQBABEBPQOYHWXSSRUW RQ SUR HQYLURQP

the programmes and funds provided for this group
of recipients and how they take advantage of the
resources available to them. Therefore, rural communes
in the Wielkopolskie region participated in a survey.
A questionnaire was sent to 117 respondents (exhaustive
study), and the response rate was 42%. Two out of the

49 received questionnaires were discarded due to formal
and substantive reasons.

within national as well as the EU funds (as an intermediary
or implementing institution).

&RPPXQHV KDYH VKRZQ VLIQL,FDQW LQWHUHV
SRVVLELOLW\ RI DFTXLULQJ ¢(QDQFLDO UHVRXUF
Rural Development Fund for the years 2007-2013 — a
(WK RI WKH DSSOLFDWLRQV ZHUH VXEPLWWHG WI
announced as part of that Programme.

ORVW RIWHQ WKH DFTXLUHG (QDQFLDO UHVRX

$V WKH VWXG\ VKRZV DSSO\LQJ IRU ¢ Q ralipratad do\ouikligg (develapipgy sewage systems —

the EU is the most common way for local governments
of the Wielkopolskie region’s rural commune to acquire
additionalfundsforinvestmentsinthe areaofenvironment

protection — 39 out of the 47 respondents (83% of the

surveyed population) have made such attempts in the
years 2004-2009. Despite this being a high percentage
of the surveyed communes, approximately half of them

such purpose was declared by nearly 60% of communes.
Slightly above 17% of the surveyed communes invested
the acquired funds into waterworks systems, and
nearly 15% - in sewage treatment plants. Some rural
communes submitting their applications for support of
pro-environmental actions in their area indicated several
activities which can be carried out as part of a certain

LOQGLFDWHG GLI(FXOWLHY LQ DFTXLULQPOi&kixe- Yuitding dgyglopmeny pnedernisation) of

reasons for this problem being highlighted so often can
be found in the relation between the amount of positive

waterworks, sewage systems and sewage treatment
plants, building (development, modernisation) of

GHFLVLRQV WR JUDQW FRPPXQHV ¢ QD QF IVHewajks SYSIRIIANGD W {igrigent plant, or the

amount of applications submitted by the respondents
(approximately 3/4 in the years 2004-2009).

As much as 1/3 of submitted applications were such

that the communes forwarded to the Voivodship Fund

for Environment Protection and Water Management

development of sewage networks and building backyard
sewage treatment plants ~ “.

As much as 58 (84%) out of 69 projects, in which
the responding communes indicated sanitary sewage

systems as the subject of investment, were carried out

7TDEOH W LV KRZHYHU GLI¢FXOW as\war of hié&/EHNXOgratRiEs: SAPARD, IROP and RDP
VLIQL¢FDQW SDUW RI WKHVH DSSOLFDW lidR Qekyelr${2007ROHIG THe Ingéds of khe@<biiVeyed rural

4 In terms of investment targets entered into as part of projects carried ou
:LHONRSROVND GRHV QRW GLIIHU

t with the European Union support,

IURP RWKHU UHJLR QU RARDIGEK FR X GW.Q\ ¢ %0DNIHG RROPPWQ G\

WKH :DUPLQVNR OD]XUVNLH UHJLRQ 0 20LQVNL ODUJMNRZHBOWKDWKDIMKH LQ HQYLURQPHQWD

investments in the years 2004-2006 was held by projects associated w
plants (nearly 93% of all analysed investments). For the years 2
included such projects in their development plans. I. Otola (2009), on
the Slaskie region’s communes that the largest number of projects (near
using the EU funds related with the natural environment. Most of them

networks.

48

ith sewage networks and sewage treatment
007-2013, the surveyed communes also primarily
the contrary, showed in her studies covering
ly half) carried out in the years 2004-2007
included construction of sanitary sewage
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Table 1

3URJUDPPHY DQG LQVWLWXWLRQV RIIHULQJ (SDRHOYLVRSSBRQWDRUDFWLRQV XVHG E\
surveyed communes in the years 2002-2009

Iltem Number of applications Percentage (all submitted
applications = 100% )
SAPARD 24 10.4
Sectoral Operational Programme Restructuring
and Modernisation of the Food Sector and Rural 5 2.2
Development 2004-2006 (SOP RMFSRD)
Integrated Regional Operational Programme (IROP) 40 17.3
EOG Financial Mechanism and Norwegian Financial 2 0.9
Mechanism
Rural Development Programme for the years 2007- 47 20.3
2013
Infrastructure  and Environment  Operational 2 0.9
Programme
Wielkopolska Regional Operational Programme for 23 9.9
the years 2007-2013
Voivodship Fund for Environment Protection and 77 33.3
Water Management (VFEPWM)
Other Special funds* 8 35
Other programmes and institutions** 3 1.3
Total 231 100.0
* Other special funds include the European Fund for the Development of Polish Rural Areas, National Fund for

Environment Protection and Water Management, Farmland Protection Fund
2WKHU SURJUDPPHY DQG LQVWLWXWLRQV &RKHRLRROXKIGCG QBRQWKIDTF I FH 9

Source: author’s study based on survey responses

communes in the area of basic environment protection
infrastructure are visible from the beginning of the
analysed period, i.e. the years 2002-2003, during which

the communes commenced spending the resources

allocated to Poland within pre-accession funds.

The surveyed communes acquired resources for the

construction (development) of sewage systems primarily

from the SAPARD and RDP for the years 2007-2013

(43% of the projects prepared with that aim). A similar
situation was recorded in regards to water treatment

stations. The IROP funds were most prominent in the
improvement of sewage management, i.e. building

(development or modernisation) of sewage treatment

plants and increasing the length of sewage systems in

the communes.

The large interest of rural communes in funds from the
current programming period for investments in water and
sewage infrastructure is evidence of the respondents’ still
existing needs in this area. The programmes functioning

in the programming period 2007-2013 provide an

opportunity to carry out also other environmental goals
than the primary ones, thus, to a very small degree
but still, the communes prepare and carry out projects
aimed at improving the inhabitants’ quality of life and
increasing the communes’ capabilities to provide different
environmental services.

As it can be concluded from the information

submitted by the surveyed communes, the total value

support value — nearly PLN 180 million. The average
value of a single project was PLN 2.5 million and the
DYHUDJH YDOXH RI FR ¢QDQFLQJ DOORFDWHG
3/1 PLOOLRQ LWKLQ WKH VSHFL¢{F SUR
WKH DYHUDJH FR ¢QDQFLQJ OHYHO ZzZDV YDU
PLN 7.6 million for the Wielkopolski Regional
Operational Programme, it reached PLN 2.1 million for
the RDP 2007-2013, it was PLN 1.4 million in the case
of the IROP, and the value reached PLN 550 thousand
for the SAPARD.
In rural communes one can observe certain tendencies
in the use of EU funds. Over the years during which the EU
support was available, the funds were increasingly often
DOORFDWHG WR WKH VR FDOOHG 3VRIW SURMH
LQ D GHFUHDVLQJ VKDUH RI ¢QDQFLDO LQYHVYV
EU in the investment expenses; in 2008, this percentage
was nearly 5% in rural communes. In the years 2002-
2008, the share of investment expenses in projects
¢QDQFHG IURP IRUHLJQ VRXUFHV V\VWHPDWLFI
in rural communes from 99.2% in 2002 to 65.5%
in 2008.

Conclusions
B3RODQG KDV UHFHLYHG VLIQL,FDQW (QDQFL
the EU within the past decade. The funds allocated for
the development of rural areas invoke large interest of
SRWHQWLDO EHQH¢FLDULHV ZKLFK LV HYLGHQ

Rl SURMHFWV FR ¢QDQFHG IURP WKH (8 reatedwithtie RRKfar thejyeass2007-2013; over 77%
H[FHHGHG 3/1 PLOOLRQ ZKLOH W tebydgebig thatprogramme was already contracted
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by 15 June 2012 (Ministry of Agriculture and Rural 5. Ministry of Agriculture and Rural Development
Development, 2012a). (2007).  Raport koncowy z realizacji Programu
The use of funds for the development of rural areas SAPARD w Polsce w latach 2000-2006 , Ministerstwo
mainly depends on local government entities which 5ROQLFWZD L 5R]Z(RiNBK Repokt on the
should decide on the directions of local economic Implementation of the SAPARD Program in Poland
development. The current programming period ensures in the Years 2000-2006), Ministerstwo Rolnictwa
a chance to acquire funds for diverse actions which L 5R]ZRMX :VL OLQLVWU\ RI $JULFXOWXUH DC
serve environmental protection purposes and allow rural Development) :DUV]DZD 5H W Uhttd:¥oipG
communes to carry out more modern functions beside minrol.gov.pl. Access: 31 March 2011.
their most important but not the only one, which is 6. Ministry of Agriculture and Rural Development

DJULFXOWXUDO SURGXFWLRQ ,W LV KRZHY K009 L ISpFaXva@rtiéni¢/ Rodar{eS [ Frédlizacji Planu
FRPPXQHV LQGLFDWLQJ GH<,FLHQFLHV LQ WKERJARNW KR RV\DHIRZIHLHMVNLFK QD ODWD

networks or amount of sewage treatment plants to direct rok 2008 (Annual Report on the Implementation
their interest towards other pro-environmental actions. of the Rural Development Plan for the Years 2004-
One has to hope that as rural areas become saturated 2006 for 2008) OLQLVWHUVWZR 5ROQLFWZD L 5R]z
with the basic environmental protection infrastructure, :VL :DUV]DZD 5 H Witht/WWwHndnrol.gov.
such aspects as the broadly understood rural restoration, pl. Access: 11 April 2011.
improvement of the state of cultural and natural 7. Ministry of Agriculture and Rural Development
heritage, landscape and spatial order, or increased use (2010).  Sprawozdanie z realizacji Sektorowego
of renewable energy sources in rural areas will become 3URJUDPX 2SHUDF\MQHJR S5HVWUXNWXU\
a more common subject of commune local governments’ i modernizacja sektora zywnosciowego oraz
applications for the EU funding. rozwoj obszarow wiejskich 2004-2006 (Report on
Poland has had many barriers associated with the WKH ,PSOHPHQWDWLRQ RI WKH B6HFWRUDO 2¢
introduction of the EU programmes such as frequently Programme for Restructuring and Modernisation of
changing guidelines and procedure, problems associated the Food Sector and Rural Development 2004-2006),
with reporting and applying for co-funding, issues OLQLVWHUVWZR 5ROQLFWZD L 5R]ZRMX :VL
related with control, irregularities in terms of public Retrieved: http://www.minrol.gov.pl. Access: 7 April
procurement law, or imperfections in introducing the 2011.
,QIRUPDWLRQ ORQLWRULQJ DQG &RQWUROMibisMWat PAgricOltn® and Rural Development
However, the current programming period shows that (2012a). ,QIRUPDFMD QD WHPDW UHDOL]DFML

PDQ\ RI WKHVH GH¢FLHQFLHV KDYH EHHQ HOUZ7RQQ D Mfd@atighkda the Implementation of
EHQH{FLDULHVY DFTXLUHG H[SHULHQFH D OV Rthe DRutdlV DavElopnEbt RAFdgMavime 2007-2013)

of application and uptaking of the EU funds easier for OLQLVWHUVWZR 5ROQLFWZD L 5R]JZRMX :VL
subsequent programmes. Retrieved: http://www.minrol.gov.pl. Access:

15 December 2012.
B|b||ography 9. Ministry of Agriculture and Rural Development

Act (2001). Ustawa z 8 marca 1990 r. 0 samorzadzie 2EV]DURZ ZLHMVNLFK QD OD YR&port

g;n;snr:\zm h 19]90 8 t]h L lIJG QU ; SR ]P (IA(: on the Implementation of the Rural Development

0 arc on the O(T’a overnment, olis Programme for 2007-2013) , Ministerstwo Rolnictwa

-RXUQDO RI /DZV '] 8 RI iR LWHP| 5R1ZRMX :VL :DUV]DZD Sttt Y H G
2. IROP (2007). Uzupelnienie  Zintegrowanego

minrol. I Access: 15 December 2012.
SURJUDPX 2SHUDF\MQHJR SR]ZRMX H"Mr]né?rﬁ e%BH;trQDevelopment(ZOOB) Na czym

2004-2006 WHNVW MHGQROLW\ XZ]JOHGQL Q%Ba':p\)llwd'ggn\osm Unii Europejskiej (What Is
SUI\MHWH SUJH] .RPLWHW ORQLWRUXM E}H:e\Eumﬁe%ﬁ Bniof's Cohesion Policy) , Ministerstwo

dniu 17 VWAF]QLD  (Supplemented Integrated 5R]ZRMX 5HJLRQDOQHJR :DUV]DED/ 5HWULHYHG
S5HILRQDO 'HYHORSPHQW 2SHUDWLRQDO 3YRINBBRN]HHKURS HMVAtLdds:d R YILBO
2004-2006 , consolidated text incorporating the 2011.
DPHQGPHQWY DGRSWHG E\ WKH ORQLWR YRy &RBFokdlNMéveidpment (2010). Koncowy
of the Integrated Regional Development Operational raportzpostepuwdrazaniaZintegrowanego Programu
Programme on 17 January 2007 ). Retrieved: http:// 2SHUDF\MQHJR B5R]JZRMX 5HJLRQDOQHIR
ZZZ ]SRUU JRYce&9O 6 June 2011. (Final Report on the Progress of Implementation of
3. Jablonska-Urbaniak, T. (2009). Rolnictwo i WKH ,QWHJUDWHG 5HJLRQDO 'HYHORSPHQW 2S
gospodarka zywnosciowa w Polsce (Agriculture and Programme 2004-2006) , Departament Koordynaciji
Food Economy in Poland) , Ministerstwo Rolnictwa L :GUD]DQLD 3URJUDPRZ 5HJLRQDOQ\FK OLQLV\
i 5R]ZRMX :VL :DUV]IDZD 5R]ZRMX S5HILRQDOQHIR :DUV]DZD SHWULF
4. Kolyska, J. (2009). Wsparcie zrownowazonego KWWS ZZZ ]SRU.AcEésy: 6S)ane 2011.
rozwoju wsi i rolnictwa srodkami z funduszy 12. Olinski, M. (2007). Whplyw funduszy strukturalnych
strukturalnych w latach 2004-2008 (Support for na wydatki na infrastrukture ochrony srodowiska
Sustainable Agriculture and Rural Development with w wybranych gminach Warmii i Mazur , (Impact of
Funds from the Structural Funds in 2004-2008) In: Structural Funds on Spending on Environmental
Polityki Europejskie, Finanse i Marketing =HV]\W\ Infrastructure in Selected Municipalities of Warmia
1IDXNRZH 6**: QU :DUV]DZD and Mazury) In: Michalowski, K. (red.), Ekologiczne
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aspekty zrownowazonego rozwoju regionalnego Restructuring and Modernisation of the Food Sector
i lokalnego \GDZQLFWZR \]JV]HM 6] N Ra@d Rural Development 2004-2006 , Appendix to
(N R QR P L F] @ialymaoku, Bialystok. the Regulation of the Minister of Agriculture an
13. Otola, 1. (2009). Zdolnosc inwestycyjna gmin Rural Development dated 3 September 2004 on the
w aspekcie absorpcji funduszy unijnych , W adoption of the Programme), Polish Journal of Laws
Ekonomicznei organizacyjne instrumenty wspierania 'l 8 RI 1R LWHP) QuU SR]
rozwoju lokalnego i regionalnego (Investment 2032.
Capacity of Municipalities in Terms of Absorption of 17. Scianski, P. (2010). Przeglad unijnych programow
European Union’s Funds) W ,, =HV]\W\ 1DXNR Zdiwoju obszarow wiejskich na lata 2007-2013
8QLZHUV\WHWX 6]FIJHFLQVNLHJR 1U 6 ] FRéview @Qf the EU Rural Development Programmes
14. RDP (2004). 30DQ 5R]JZRMX 2EV]DURZ :LHMYV fi ZOR7-20D3) OLQLVWHUVWZR 5ROQLFWZD L !
lata 2004-2006(Rural Development Plan for 2004- Wsi (Ministry of Agriculture and Rural Development),
2006), Ministerstwo Rolnictwa i 5R]ZRMX :VL Ministerstwo Rolnictwa i 5R]ZRMX :VL :DUV]IDZD
:DUV]DZD Retrieved: http://www.minrol.gov.pl. Access: 6 June
15. RDP (2011). 3URJUDP 5R]ZRMX 2EV]DURZ :LH20MNLFK
na lata 2007-2013 (Rural Development Plan for 18. WROP (2011). Wielkopolski Regionalny Program
2007-2013) OLQLVWHUVWZR 5ROQLFWZD L 5@pezaRyihX ndL lata 2007-2013 (Wielkopolska
:DUV]D ZDRetrieved: http://www.minrol.gov.pl. 5HILRQDO 2SHUDWLRQDO 3URJUDPPH IRU
Access: 30 March 2011. =DU]DG :RMHZRG]WZD :LHONRSROVNLHJR
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Kaunas University of Technology, Lithuania

Abstract. 7KH DUWLFOH SUHVHQWY WKH WKHRUHWLFDO DQDO\®HY (RIWLARQ/ WY Z DQG IWR WIKIHV B (H

of cluster members; and furthermore it highlights the particular fea tures of cluster. The cluster concepts have been

revealed indicating their characteristics and relationship between them . Presumptions for the cluster formation and

EHQH/;W IRU EXVLQHVYV DUH HPSKDVLVHG LQ WKH WY/ MXHF B QDIOH VRV VRIFBPGIX MRFHXK YV HWW U X FW )
tourism industry highlighting the basic components and indicating the tourism clu ster forms. The model of wellness

tourism cluster possible to implement in the Western Lithuanian region a nd the theoretical insights acquired using

systemic analysis for the formation of tourism cluster using cooperation of bu siness models are presented at the end

of the article.

Key words : tourism cluster, business model, interorganisational formations, wellne Ss tourism.

JEL code: M1.

Introduction 4) to evaluate opportunities for wellness tourism cluster
7RXULVP LQAXHQFH RQ UHJLRQDO HF RoRtpN N the sgaside region of Lithuania.
gradually and the rise of the global economic value is Methods: VA\VWHPLF DQDO\VLV RI WKH VFLHQWL¢F O
implicated at the same time. Regional economic system, comparison, and generalisation.
its enhancement and increasing are based on the cluster
principle where the essence is creating of higher value ([SODQDWLRQ RI WKH WRXULVP FOXVWHU GH
LQ WKH QHWZRUN RI XQL¢HG HQWHUSULVHWOY RWIPHWLR R I MMHOKKHRQVLGHUHG DV WKH EXVLQF
tourism clusters in the particular region provides a ofthe2l s FHQW XU\ %XVLQHVV PRGHO LV GH¢QHG DV D
competitive advantage for the enterprises in that region R1 YDOXH FUHDWLQJ EXVLQHVV GHVLJQ QHWZRUNI
against the enterprises that do not belong to cluster JHQHUDWLRQ ORJLF &RRSHUDWLRQ RI EXVLQHVV F
(Porter M., 2000; Rocha O., 2004; Engelstoft S., 2006); presumptions for cluster formation that ensures effective
and this situation is a very important goal for enterprises, knowledge transformation into increasing economic value
government and other organisations. Initiative of cluster and at the same time it increases competitiveness not of
formation indicates new guidelines for the economic only one enterprise but the whole system, concentrates
policy that are based on macroeconomic stabilisation, complex competency, and it is considered as a possibility
privatisation, and markets liberalisation in the modern (unifying enterprises) to compete on the domestic and
FRXQWULHV &OXVWHU SKHQRPHQRQ KDYV iEefmRopa makket (Kihdedd BF K012). Generally,
object for various scientists in production, services, and clusters are perceived as the interorganisational
other sectors (Dwyer L., 2000; Jackson J., Murphy P., IRUPDWLRQV RU DFFXPXODWLRQ RI HQWHUSULVHYV
%UHGD = &DSRQH ) Jucevicius R., governmental institutions in the particular geographical
2006, 2009; Flowers J., Easterling K., 2006; Hunt M., region. Gulati R., Sytch M (2007) and Pesémaa O.,
&URPSWRQ - JHUHLUD - (VWHYDR &Hair J. (2008) note that interorganisational business

&OXVWHU IRUPDWLRQ DQG GHYHOR SrelatiQnghipsk @y Horm&atidisQ such as clusters, have
DQDO\WHG ZLGHO\ LQ VFLHQWL¢F OLWH beenvirrmed du W creakignXdi bighQvalie added and
of business models complementarites and their cooperation effectiveness through the performance of
LQAXHQFH RQ WRXULVP DUH QRW D QD O\ \te GtevoRyarisaBana@ bbligations) that are imposed by
LV QR GHWDLOHG GH¢QLWLRQ RI FOXVWHBXWXPEDO WRXWIW D @0 X\VQEBHYVYGXDO EHQH W

explanation of characteristics, analysis of structure, and The concept of tourism cluster is related with the
in-depth analysis of tourism clusters as business models VSHFL¢{F FKDUDFWHULVWLFV RI WRXULVP DFWLYLW
complementarities. product. Tourism product comprises physical environment
Research object — tourism cluster. and members of social environment (some enterprises),
Research aim — to reveal the aspects of cluster because it is one of the conditions for its formation and
formation as harmonious cooperation of the business performance. Tourism product is like a set of services
models of wellness tourism members. and goods sold in the particular region in order to satisfy
Research tasks tourists’ needs. Tourism activities may be characterised
1) to present explanation of cluster and tourism cluster as cluster as well: complementarities and mutual
GH¢{;QLWLRQV IHDWXUHV DQG PDUJLQ Wependence among tourism subjects in the particular
2) to reveal the forms of tourism cluster, formation region; and cultural, natural, and social resources. There
SUHVXPSWLRQV DQG EHQH¢{¢W IRU EXVLQOHWWR GHWHUPLQHG FRQFHSW RI FOXVWHU DQG LV
3) to discuss the structure and models of cluster; research on explanations of tourism clusters analysing
1 aRUUHVSRQGLQJ DXWKRU 7HO HPDIL® RRYWLQGHULV#JPD
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tourism cluster concepts provided by the scientists was ‘Soft’ social infrastructure includes such members as
carried out in order to present detail essence of the professional schools, higher education schools, institutes,
WRXULVP FOXVWHU &DSRQH ) 1R Y H OptoiesBiontdlWagsxiations, trade unions, municipality
The following characteristics of tourism cluster dominate structures, non-governmental organisations etc.
in the analysed concepts mentioned by the scientists: a ‘Hard‘ physical infrastructure includes all ‘material
group of enterprises creating a tourism product; natural, elements of infrastructure such as roads, ports, public
cultural and social resources of the particular region; and telecommunication connections; without them it is
LQIUDVWUXFWXUH RI WKH SDUWLFXODU UGUILFXOWSWRLLPFDDEWHYHMEHMQW EXVLQHVV
of tourism sector; attractiveness of geographical region 7KH EHVW ZD\ WR JHW IDPLOLDU ZLWK FOXV
as well as competitiveness, stable economy and culture, RXW LWV PRVW LPSRUWDQW DQG JHQHUDO IHD
life quality and systemic relations among them. However, a quite wide concept, so it is necessary to distinguish
the scientists (Brown K. and Geddes R., 2007) note some basic features that allow recognising it. The
that perception of the tourism cluster and its formation most important cluster features include geographical
requires wider attitude and bigger number of members FRQFHQWUDWLRQ &OXVWHUV DUH PDGH RI Wt
as usual. According to them, the state’s government has successful business entities and organisations; clusters
to support the programmes for the private investments include rather big number of enterprises/organisations;
ARZ LQWR FUHDWLRQ RI WKH WRXULVP &iQilaudustsisinxiFerertdddntiel hiwvsinilar features
particular region, to promote that region and to ensure but they are not the same; clusters have margins that
its competitiveness. Relationships among enterprises and DUH FOHDUO\ EXW QRW VR HDVLO\ LGHQWL¢{HG
institutions inside the cluster are frequently mentioned LQWR VWDQGDUG FODVVL¢{FDWLRQ V\VWHPV F
in the explanation of the above-mentioned concepts organising formations; and clusters stimulate cooperation
provided by the scientists, and these relationships may of enterprises.

be perceived in two ways (Rodrigues A., 2001):
1) KRULJRQWDO UHODWLRQVKLSV + HVYWDEO ) RIPFDVRL WREHDQGUBEWROHEFW RI WRXULVP FC

alliance, when it is possible to have the agreements Costa R. (2005) relates the tourism cluster with
of two types: a) an agreement among enterprises tourism product and tourism destination and notes that
with the same basic activity (accommodation, its development includes the following components
entertainment, catering); and b) an agreement ¢[HG HOHPHQWY DFFRPPRGDWLRQ DQG FDWH!L
among enterprises that satisfy the same needs of elements (services of tour operators: transportation
customers but offer different products (tourism of passengers; car rent etc.); and dynamic elements
services); (services of leisure organisation, cultural and sports

2) vertical relationships — creation of the strategic events). This scientist distinguishes the tourism cluster
networks when relationships among the partners origin  presumptions : competitiveness of tourism
have been created in order to develop a particular businesses; favourable geographical location; necessary
product or provide service for the others under their natural and cultural resources; hospitality; partners’
interim agreement and payment. accessibility; variety of partners; and formal and non-

The above-mentioned relationships show inner formal relationships among partners. While clusters have
FRQ¢(JIJXUDWLRQ RI HQWHUSULVHV  DQ Gheeh @eValdped X W IRIXY pay Wt Midv at important
include: a) tourist destinations not for local people; VSHFL{F VWDWLVWLFDO EULWHULD DQG IDFWRU
b) concentration of tourist enterprises: restaurants, — turnover of the tourism sector in a region, comparing
accommodation businesses, transportation services, turnover of the region on the national level;
travel agencies etc., c) sectors supporting tourism — number of workers in the tourism sector;
services; d) reasonable and not expensive infrastructure — higher than the average growth in the tourism sector
(roads, energetic, health services etc.); e) enterprises (annual data);
and institutions that provide specialised information, — JURZWK RI VPDOO VL]H VWDUW XSV

¢QDQFLDO VXSSRUW RU HGXFDWLRQ L fdaRihdd éh bbsihdsk Qiity, Mvhich have business
DJHQWVY DQG J JRYHUQPHQWDO LQVWLWXWdeR@pmet Edmpétdntré i thédatticular region;

agglomerations of tourism industry. — physical proximity (geographical concentration).

According to Jucevicius R. (2009), considering As lordache C. et al. (2010) have noted clusters
the margins of cluster it is important to perceive the usually occur in the tourism sector in the following
structural composition of cluster. It is not universal but it forms:
is possible to distinguish the elements that form cluster — geo cluster — spatial cluster of economic activity
and tourism cluster as well: core with supporting activities (starting with local, e.g. mountain tourism cluster,
and infrastructure necessary for its functionality, utilities; coast tourism cluster up to global, e.g. cosmic
‘soft infrastructure’; and ‘hard infrastructure’. tourism cluster type);

&RUH LV XVXDOO\ PDGH RI HVVHQWLD O—F ORUN HRIQ MWPW HRUSXMWHNM IRUPYV ZKHQ WKH SDU
and income; and welfare of the cluster members basically or sector might be included into cluster, which is a
depends on them. These enterprises create total and member of other clusters (e.g. hotel chains might
main tourism product. be included into the airlines chain business model);

Supporting (utility) activities (B2B) — all activities, — vertical cluster — connection of various stages of
directly or indirectly supporting activities inside the different tourism services providing process into one
cluster. These activities might include providing of common process;
specialised equipment, components, raw materials, and — side cluster forms when different business sectors
other services. are connected with the existing cluster, in this
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way the conglomerate has been formed (common
economic effect appears);

— technological cluster forms when cluster is formed
using the same technology (e.g. cluster of tourism
services reservation systems);

— concentrated cluster — cluster when its enterprises
concentrate on own cooperation into the main
cluster's  enterprise  (science or technology
enterprise).

The above-mentioned components, criteria, and
particular presumptions might help form optimal
cooperation, trust, and competitive relation among
various business branches and clusters of their business
models. Navickas V. and Malakauskaite A. (2009) note
thatinterorganisational tourism sector formations operate
through the synergy principle, i.e. their generated value
added obviously is higher compared with the value added
created by individual enterprises of tourism sector. It
allows presumption that loss of one member would

Dimension 2 — clusters and innovations . The cluster's

ability to stimulate innovative activities among cluster

members and increase their competitive advantage on the

marketis considered as the basic reason for attractiveness

and popularity. Innovations form an integral part in

the tourism sector but they are more complicated to

UHFRJQLVH DQG RI{(FLDOO\ HVYWDEOLVK WKDQ LQ F

production. Besides that, in any case, clusters stimulate

development and spread of innovations, help implement

innovations faster, and offer wider communication

SRVVLELOLWLHV IRU RZQ PHPEHUV FUHDWLQJ RI¢F

RI¢FLDO LQIRUPDWLRQ WUDQVIHU FKDQQHOV
Dimension 3 — clusters and entrepreneurship (new

businesses). &OXVWHUV VWLPXODWH HVWDEOLVKLQJ

enterprises and expansion of new business ideas. People

working in cluster enterprises have better opportunities to

identify gaps in enterprise activity or new niche markets;

although, enterprises have better conditions for business

.QDQFLQJ DQG H[SDQVLRQ )XUWKHUPRUH WKH

UHVXOW LQ D VLIQL{FDQW GHFUHDVH R IclugterX ktimul&te $he Bs&MiBhid/ ofDhé@nGbusinesses in

services supply; furthermore, the rest enterprises and

that geographical location (Nadaban M., Berde A., 2009).

RUJDQLVDWLRQV ZRXOG IDFH GLI¢FXOWLHY VDWLVI\LQJ FXVWRPHUVY

expectations.

3. Models of tourism cluster

&RPSOHPHQWDULWLHV RI SURGXFWLRQ DeQeloprddhiRof Wolrfsii lbbdhess depends not just

proximity stimulate formation of tourism clusters,
this process commonly uses the implementation

on the attractiveness of basic tourism destinations and
services provided there like accommodation, catering,

RI' LQQRYDWLRQV +XQW 0 DQG &URPtaMépbR, information, comfort etc. Unfortunately, not

distinguish two types of the tourist objects attractiveness
using visitors  (tourists) aspect: similarity and

all regions are appropriately prepared to expand tourism
services and increase competitiveness. Adequately

FRPSOHPHQWDULWLHY ZLWKRXW VSHFL iprepaféll Re@ion< alud- Kitrdetivd &iMural, natural, and

similarity among similar attractions). According to them,
the complementary objects attract more visitors due to
competitive pricing, possibility to choose object groups,
visiting forms and so on compared with similar objects.

social resources for tourists; infrastructure is convenient
for exploitation of the mentioned resources in order
to ensure high quality and sustainable services. The
reliable marketing strategy has to be established and

+XQW 0 DQG &URPSWRQ - VWDWH WK D WmngtdhBrizd@;HtPcouli WdhUse Wakttiddtive, unique, and

of tourist objects attractiveness mean matching of the
different objects and mutual supplementing.

3RUWHU ©0 QRWHV WKDW
tourism business sector and its competitiveness in three
dimensions: productivity, innovations, and starting new
businesses (entrepreneurship).

Dimension 1 — clusters and productivity
of cluster enterprises is higher than for the enterprises
that are not included into cluster, because the cluster
enterprises are able to:

. Productivity

competitive tourism products in that region.
&XQKD 6 HW DO SUHVHQW WKH PRGHO RI \

F O X \éMétdifocus@ifoX B @urikhY product. It is comprised of

the set of basic and additional services (accommodation,

catering, information providing, trip  organising,

and other services and goods (usually souvenirs)).

That set might be formed when the mentioned

services and goods interact and there are additional

EXVLQHVY DVVRFLDWLRQV VFLHQFH DQG (QDQFH
government institutions, and tourists.

— PDQDJH WKH VSHFL¢{F LQIRUPDWLRQ XV L QHe @hbdéNofHdUishAktef might be found in the

this information might give competitive advantage in
activity;

*OREDO 5HSRUW RQ &RPSHWLWLYHQHVV LQ
Economic Forum, 2006); its structure was similar to

— DFW LQ D PRUH SUR¢(WDEOH ZD\ WKDQVWRHKIRRAHOINBUBYDYUMG E\ &XQKD 6 HW DO 7KH C

because they have more opportunities to invest into
equipment, modernisation of work environment etc.;

is that the tourism services additionally may be divided
into services and goods, which directly and indirectly are

— DFTXLUH EHWWHU DFFHVV WR VSHFL REeMItSthdxéufsmproduerl ¢ HG

labour force;
— use public services and infrastructure, which cannot
be easily used by other enterprises;

Navickas V. and Malakauskaite A. (2009) present
the cluster model of tourism business sector, this model
is focused on the tourism destination that includes

— HQWHU IDVWHU DQG PRUH VXFFHVVIX@R&erpkseWVfrovMiRd tolristFsediides (accommodation,

markets, because their reaction is faster comparing
with enterprises that operate separately;

— supplement each other, because they belong to the
same value creating network;

— liaise with each other through complementary goods
or services and common marketing;

— negotiate more powerfully when entering into supply
agreements than independently acting enterprises.

54

catering and special services providing enterprises); other
services providing enterprises and enterprises selling
goods (transport, links, shops); tourism infrastructure;
academic world, government institutions; travel agencies
and tour operators; associated organisations, and
recreation and health institutions.

Generalising the above mentioned tourism cluster
models, it is possible to note that their structure has the
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Fig. 1. Model of the tourism cluster
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Source: authors’ construction

Fig. 2. Lithuanian seaside wellness tourism cluster

basic margins of the cluster structure and includes the tourism services of very high quality. The basic cluster
basic members, while at the same time, they highlight activities could be: research of natural (treatment)
elements typical for this sector (tourism resources, resources; research on resources impact on human’'s
tourism enterprises and tourists) (Figure 1). health; training of the wellness specialists and
The possible Lithuanian seaside wellness cluster may LPSURYLQJ RI WKHLU TXDOL¢{FDWLRQ LQIRUP|
be based on the structure of prepared tourism cluster; (data bases, websites); implementing of the services
WKLY FOXVWHU KDV JHR DQG KRUL]JRQWuidy fanoardyy hharketinDtoV aftkatt view members
This cluster has to be oriented to increasing of wellness (enterprises of accommodation, catering, transport,
services competitiveness on the international scale. tourism information, trip organising, training, sports
It is suggested to unify enterprises providing wellness etc.); and organisation of conferences, seminars and
and tourism services using this cluster because they H[KLELWLRQV &OXVWHU VKRXOG LQFOXGH HQV
are related by economic interests, i.e. aftraction of and research natural (treatment) resources in their

ELJJHU LQWHUQDWLRQDO WRXULVWVY AREWSYRWLGD®J OHDYVOWQKHYW ZHOOQHVV HQWHUS
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that extract and research recreational resources; higher

education institutions or professional training schools
preparing medical and tourism specialists; wellness, SPA,
hotel and restaurants associations; tour operators and

agencies; sports and physical activities enterprises, and

public sector (Municipalities of Palanga town, Klaipeda
region, Kretinga region, Lithuania ) (Figure 2).

Using that wellness services cluster, it is suggested
to unify wellness and tourism enterprises in the
seaside region of Lithuania because they are related by
economic interests, i.e. more intensive attraction of the
international tourists developing new and qualitative
services of the wellness tourism. More real possibilities to
initiate projects for dealing with the problems in wellness

VHFWRU ZRXOG RFFXU IRU HI(FLHQW XVDJH

establishing of new infrastructure objects of wellness

WRXULVP GHDOLQJ ZLWK VKRUWDJH RI WKH

etc.) with the existence of this cluster.

Conclusions, proposals,

recommendations
1. Universal and complete perception of the cluster
concept is not provided by any author. The analysis

of cluster concept shows that cluster always
includes geographical unit, relationships among

enterprises, institutions, and organisations, and

The tourism cluster structure comprises the following
components: static elements (accommodation
and catering); mobile elements (services of tour
operators: carriage of passengers; car rent etc.);
and dynamic elements (leisure organisation
services, cultural and sport events). The structure
of the tourism cluster models maintain the basic
cluster margins and include the basic members but it
highlights elements typical for that sector: tourism,
recreational resources, tourism enterprises, and
tourists.

&OXVWHULQJ SURFHVVHV HQVXUH
development of the wellness tourism sector,
matching quality of new activities with lower price
&t RrinqyationD GuvcBddfulQeXkdmple of wellness

PRUH KDL

WRXULVP FOXVWHU FRXOG KHOS HYDOXDWH

that Raperdiidd ®n8 Hdfrh @deNheésVof wellness
market members’ business models and create a
chain of the Lithuanian seaside tourism product
production and distribution attracting foreign
tourists.
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Abstract. 7KH SDSHU SUHVHQWV GLIIHUHQW NLQGV RI VXSSRUW KRERPWERP BHDINVEXIOWXUDBPH
3ROLF\ cQDQFLDO DQG PDWHULDO ZKLFK ZzZDV XQGHDWONNHO@VEVHIROBGSBHQY BURJUDPI
LQ 7KH FKDUDFWHULVWLF RI DFWLRQV XoXGIKSBWWNRD )DQPHLVQ ORXQWDLQV $UHD\
2WKHU /HVV )DYRXUHG $UHDV 1)$ DJUL HQYLUR QF-ROX@W D d R (BHANRW D VR RK)  IRQ DJULFXO
and non-agricultural land. The paper also pointed a problem related wi th renewing of forest production

destroyed by various catastrophes and implementation of preventive instrume nts in the RDP 2007-
2013.

Key words: area payments, additional payments, agri-environmental programme, natural environment
protection.

JEL code: Q18

Introduction Supporting land management in
Direct payments are one of the key instruments for mountain areas and other less favoured
LPSOHPHQWLQJ WKH &RPPRQ $JULFX°Wér‘é83 (LERUhGEr thRBB 2007-2013

is responsible for providing support and stability The measure related with supporting land

agricultural income, reducing production costs, and ;
maintaining farming activity in less favoured areas management in mountain areas and other less favoured
9 9 y ' DUHDV /)$ ZDV UDQNHG ¢UVW RQ S$[LV ,, 3 PSU

ZKLFK DUH GLI{FXOW WR IDUP
WKH RQPHQW DQG WKH &RXQWU\VLGH ZL\
7KH VLIJQL¢FDQFH RI FRXQWUIVLGH (Q%éd% 5é:bllllon The objective of Axis I

. ) ) amountlng to
analysed with reference to its characteristics, whi ch
- is to maintain sustainable rural growth, which entails
indicate that rural areas take up more than 93% of

) . improvin the environment, appropriate farmin
Poland’s area and they are inhabited by approx. P 9 ) . pprop 9

; systems, and protecting unique natural resources in
38.8% of the total population. There are more

- . - rural areas. The LFA scheme aims to ensure continued
than 1.7 million farms exceeding 1 ha of utilised

P URXJK ¢QDQFLDO VXSSRUW
DJULFXOWXUDO DUHD ZKLFK DUH LQYRSQQS §r % %%\godﬁc ¢QPbR

from subsidies under the programmes supportin areas where agricultur fon or activity is
. prog PP 9 PRUH GLI¢(FXOW 7KH DLG LV JUDQWHG LQ WKH IR
their development.

Agri-environmental programmes are some  of compensatory allowance. Pursuant to the RDP, to join
the major undertakings aiming to improve the WKH VFKHPH D EHQH¢FLDUl VKDOO KROG D IDUP
S . ) 1 ha, located in a LFA, and undertake to farm the LFA
standard of living in the countryside, by protectin g .
the quality of the natural environment. IRU ¢ Y.H. \HDUV .
The Minister for Agriculture and Rural Development
(MA&RD) issued an ordinance of 11 April 2007 on
GHWDLOHG FRQGLWLRQV DQG SURFHGXUH IRU JUD
aid to support farming activity in less favoured areas.
conduct a comparative analysis of the utilisation The payment is granted to support this activity up
of the EU funds within the framework of the RDP to the limit, which is the PLN equivalent of the euro
3,PSURYLQJ WKH (QYLURQPHQW DQG WKHDERXQWUWIHKH ¢ BQRGLQ WKH 3URJUDPPH 7KH FR

Aim and scope of the paper
The fundamental research purpose was to

measures related with supporting agri-environmental
undertakings and agricultural land.

The research spanned a period between
2007 and 2013, focusing on the number of
applications submitted and amounts of payments
made in individual voivodeships. The chief source
of data was the ARMA Management Information
System.

1 $XWKRU 7HO ID[
2 $XWKRU 7HO ID[
58

area of plots, where agricultural activity is conducted,

shall be at least 1 ha (Journal of Laws No 68,

Iltem 448). Financial support for operating in LFA was
given to farmers whose farms lay fully or partly in LFA,
and the area of utilised agricultural land was no less
than 1 ha. Subsidies applied to arable land as well as
orchards, permanent pastures and meadows amounting
to EUR 38 (PLN 179) per 1 ha in lowlands (Zone 1),

PDLO DGGUHVV $QWRQL OLFNLHZLF]#]XW HGX SO
PDLO DGGUHVV 3DZHO OLFNLHZLF]#]XW HGX SO
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EUR 56 (PLN 264) in Zone Il and EUR 68 (PLN 320) per
1 ha in mountain areas. A degressive payment system
was applied due to the nature of the RDP, whose
fundamental goal was to maintain sustainable rural

growth and due to the need to counteract the so-called
overcompensation in individual farms. Support under
the LFA schemes s closely linked with direct
payments, seen as declarations made on a single,

Number of applications for the LFA support submitted und er the RDP 2007-2013 e
Voivodeship Number of applications submitted
2007 2008 2009 2010
Dolnoslaskie (Lower Silesian) 21481 21321 21238 20867
Kujawsko-Pomorskie (Kuyavian-Pomeranian) 31549 31284 31068 30 969
Lubelskie (Lublin) 68446 68531 67891 67080
/IXEXVNLH /XEXV] 16931 16858 16786 16691
/IRGINLH /RG] 77805 77643 77351 76075
Malopolskie (Lesser Poland) 57110 56268 55130 51716
OD]JRZLHFNLH ODVRYLDQ 144079 144252 143459 141569
Opolskie (Opole) 7203 7160 7141 7055
Podkarpackie (Subcarpathian) 45916 46423 46527 48607
Podlaskie 70759 71163 71334 71116
Pomorskie (Pomeranian) 24128 24398 24322 24239
Slaskie (Silesian) 20083 20715 20422 10548
6ZLHWRNU]J\WNLH 40851 40354 9522 37483
:DUPLQVNR OD]XUVNLH :DUPLDQ 0ODVXULDQ 31875 31558 1572 3[L678
Wielkopolskie (Greater Poland) 78994 78801 18645 78337
Zachodniopomorskie (West Pomeranian) 191p5 18853 18793 18707
Total 756335 755584 751201 736737
Source: ARMA Management Information System
Table 2
Amounts of the LFA payments made under RDP 2007-2013 (in thousand PLN)
Voivodeship Amounts of piiy;(l)((e)r;ts made Total ami(;uggso (7Jf ;;ggents
Dolnoslaskie (Lower Silesian) 51254.6 149364.4
Kujawsko-Pomorskie (Kuyavian-Pomeranian)  102070.2 209388.5
Lubelskie (Lublin) 91517.3 27P889.1
IXEXVNLH /XEXV] 50093.3 126057.7
/IRGINLH /RG] 106756.4 308734.9
Malopolskie (Lesser Poland) 63928.2 160027.7
OD]JRZLHFNLH ODVRYLDQ 260651.1 r57185.5
Opolskie (Opole) 11911.3 36055.5
Podkarpackie (Subcarpathian) 45079.6 135[798.4
Podlaskie 185686.9 542990.2
Pomorskie (Pomeranian) 7%2337.8 198668.2
Slaskie (Silesian) 22695.4 69141.2
6ZLHWRNU]J\VNLH 40480.9 119253.6
:DUPLQVNR OD]XUVNLH :DUPLDQ| I0D91X& LD Q ?90078.4
Wielkopolskie (Greater Poland) 188514.7 504429.5
Zachodniopomorskie (West Pomeranian) 653[L1.5 182209.9
Total 1459199.8 1062272.7
Source: ARMA Management Information System
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common application form. The receipt of applications year and then withheld altogether (Journal of Laws
VWDUWHG RQ ODUFK LQ WKH ¢ U\ 68\ HtEénU448) I Fikdikcldl aid is granted in the form
current programming period, and on a similar date Rl DQQXDO ADW UDWH SD\PHQWY NQRZQ DV FRPS
(15 March 2008) in the second year of implementing allowance granted per hectare of utilised agricultural
WKH &RPPRQ $JULFXOWXUDO 3ROLF\ DKHD GRPENU,HG DV /)$ $GPLQLVWUDWLYH GHFLVL
submitted applications was related with the area within 6 months of submitting the application, and 30

FODVVLL{HG DV OHVV IDYRXUHG LQ D SDUWssHated Ine fakméiuredeMeR It daydnextQ Makeover,

,Q DEVROXWH ¢(JXUHV WKH ELJJHVW Q X RHeHdomdR is Dige® to FkBey teBo@lY for 5 years back

ZDV VXEPLWWHG HYHU\ \HDU LQ O0D]RZL bffldturhients such as proofs of purchase of fertilisers or

:LHONRSROVNLH . /RG]INLH . FEIRGODPVRMWHFWLRQ SURGXFWY WUDFWRU VSUD\HU
(70.7 K), and Lubelskie (68.4 K). In turn, if the issue completing environmental protection training.

is to be perceived relative to the overall number
of farms in a certain voivodeship, then the most

applications were submitted in Podlaskie (76.7%), Agri-environmental - programme  (agri-

‘DUPLQVNR OD]XUVNLH :LHONRSRO\EQYifpnmental payments) within the
and Lubuskie (52.5%) compared with 40.1% nationwide. RDP 2007-2013
$FFRUGLQJ WR WKH GH/QLWLRQ RI /HVV |pDneRptdgrmirG Uy 2007-2013, measures
support may be applied to the part of utilised agricultural ZLWKLQ WKH IUDPHZRUN RI WKH 5'3 DUH ¢QDQFH(
area, which is located in such an area, and not always to European Agricultural Fund for Rural Development.
the farm as a whole. Hence, the number of applications Agri-environmental payments were ranked second
was not the same as the utilised agricultural area covered RQ $[LV 3 PSURYLQJ WKH (QYLURQPHQW DQC
by the LFA schemes. &RXQWU\VLGH" 7KH REMHFWLYH RI $[LV ,, LV Wi
The percentage of approved applications in the VXVWDLQDEOH UXUDO JURZWK ZKLFK HQWDLO!
overall number submitted was generally high and foremost improving the environment, appropriate
amounted to 97.5% in 2007, which went up to 98.7% farming systems, and protecting the unique natural
in 2010. resources in rural areas. Some of the measures in Axis 2
In 2007, the amount of payments made under are compensatory in nature due to the restrictions on
the LFA schemes amounted to PLN 1459.6 million. agricultural production in protected areas (NATURA 2000
On average, the amount of aid per single application sites). The agri-environmental programme, in turn,

was PLN 1929, whereas the highest averages were
found in Zachodniopomorskie (PLN 3414), Kujawsko-
3RPRUVNLH 3/1 DQG :DUPLQVNR
(PLN 3165). In turn, the voivodeships with the lowest
average aid per application included Podkarpackie

3/1 DQG 6ZLHWRNUJ\WNLH 3/1

WKH WRWDO DPRXQW RI (QDQFLDO f@

PLN 4062.2 million, and the voivodeship totals were

WKH KLJKHVW LQ OD]JRZLHFNLH 3/1

Podlaskie (PLN 542.9 million), and Wielkopolskie Development of 28 February 2008.
(PLN 504.4 millor) Q VHYHUDO VLJQL:FDQW FKDQJHV ZHUH LQ\

7KH IDUPHU UHFHLYLQJ ¢QDQFLDO D L&he@gtenvongegtal pjggramme, which altered its

scheme was obliged to comply with certain obligations functioning, including: . 3
resulting from the applicable regulations, which make 1) SDFENDJH 1R EXITHU JRQHV" ZDV UHPRYHG IUR

this scheme clearly different from area payments. While list;

GLUHFW SD\PHQWV DUH QRW VXEMHFW wWR &t epligrtiop was,ipfiodyagq rwagikteyihe agri-

providing for the repayment of aid should certain HQYLURQPHQWDO DFWLYLW\ SODQ LQ WKH
conditions fail to be met, in the case of LFA, aid rigorous DGPLQLVWUDWHG E\ WKH $JULFXOWXUDO $GYLV

aims to improve the natural environment in rural areas
b% reserving valuable habitats, promoting sustainable
farrﬁrlﬁ(s%/g/tz\rlnl‘sﬁdeveloping landscape structures, and
protection of local breeds of livestock. Initially, agri-

e{onmental programmes included 9 packages. Each

ge (o t%in i r}\,és ich contain obligations
L g 59@8 \)Q{/:EUWDLQ GHWDLOHG WDVNV
the ordiBa}p & F-QMinister for Agriculture and Rural

adherence to the principles of good agricultural practice Brwinow;
is a basic criterion. In the ordinance of the MA&RD, it 3) the scope of records kept by farmers on their
LV VWLSXODWHG WKDW WKH ¢UVW WLPH W Kagri{epwenpental vactigities) avag) eypanded, by
to comply with these rules, s/he is only cautioned and introducing the obligation to record activities for the
the non-compliance is noted in the inspection minutes. entire holding with regard to all the used fertilisers.
If, in the course of a subsequent inspection, s/he is &RPSDULVRQ R1 DJUL HQYLURQPHQWDO SD
found to continue to fail to comply with the principles, implemented in 2004-2006 and those implemented in
then the payments are reduced by 7% in the particular 2007-2013, as listed in the RDP, can be found below:

2004-2006 2007-2013

1. Sustainable farming 1. Sustainable farming

2. Organic farming 2. Organic farming

3. Maintaining extensive meadows 3. Extensive permanent grasslands

4. Maintaining extensive pastures 4. Protection of birds and natural ha bitats outside Natura 2000

5. Protection of soil and water 5. Protection of birds and natural habitats wi thin Natura 2000

% XITHU JRQHV 6. Preservation of plant genetic resources

7. Preservation of local animal breeds 7. Protection of soil and water
% XIITHU JRQHV
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According to the comparison, the new packages
introduced under the RDP 2007-2013 were the protection
of endangered birds species and natural habitats

outside Natura 2000 sites as well as in Natura 2000
sites. The packages come in 41 variants, with the
biggest number (12) in the organic farming package.

Number of applications submitted within the framework of agri-environmental fevles
programmes under the RDP 2007-2013
Voivodeship Number of applications submitted
2007 2009 2010
Dolnoslaskie (Lower Silesian) 851 1422 P361
Kujawsko-Pomorskie (Kuyavian-Pomeranian) 2 056 3471 5880
Lubelskie (Lublin) 2335 4206 (753
IXEXVNLH /XEXV] 529 864 1741
/IRGINLH /RG] 906 1422 535
Malopolskie (Lesser Poland) 1606 2912 3971
OD]RZLHFNLH ODVRYLDQ 2050 3912 5313
Opolskie (Opole) 227 433 1187
Podkarpackie (Subcarpathian) 1606 2855 1954
Podlaskie 1686 3120 242
Pomorskie (Pomeranian) 1343 1998 3902
Slaskie (Silesian) 282 473 795
6ZLHWRNU]J\VNLH 1886 3097 1482
:DUPLQVNR OD]XUVNLH :DUPLDQ 0ODVXULDQ 1206 2412 1490
Wielkopolskie (Greater Poland) 2097 3106 5557
Zachodniopomorskie (West Pomeranian) 1045 1657 3775
TOTAL 21711 37360 64938
Source: ARMA Management Information System
Table 4
Amounts of aid disbursed in agri-environmental programmes under
the RDP 2007-2009 (in thousand PLN)
Voivodeship Amounts of payments made in 2007-2009
Dolnoslaskie (Lower Silesian) 27/489.6
Kujawsko-Pomorskie (Kuyavian-Pomeranian) 55049.8
Lubelskie (Lublin) 40651.1
IXEXVNLH /XEXV] 21283.2
/IRGINLH /RG] 9621.6
Malopolskie (Lesser Poland) 24398.6
OD]JRZLHFNLH ODVRYLDQ 43999.7
Opolskie (Opole) 6486.4
Podkarpackie (Subcarpathian) 27(151.9
Podlaskie 40156.6
Pomorskie (Pomeranian) 39652.3
Slaskie (Silesian) 5408.6
6ZLHWRNU]J\VNLH 19520.5
:DUPLQVNR OD]XUVNLH :DUPLDQ O0DWX9192.9 Q
Wielkopolskie (Greater Poland) 42865.7
Zachodniopomorskie (West Pomeranian) 533p1.4
TOTAL 514956.9
Source: ARMA Management Information System
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A farm may implement any number of packages,
except that the organic farming and sustainable
farming packages shall not be combined. According
to the data of the RDP 2007-2013, the amount of
EUR 2303.7 million was allocated for these measures.
More than 124 thousand applications were submitted
in 2007- 2010.

In 2007-2009, the payments within the framework of
agri-environmental programmes amounted to PLN 514.9
million, and the highest amounts of aid were paid out
LQ :DUPLQVNR OD]XUVNLH 3/1
Pomorskie (PLN 55.0 million), Zachodniopomorskie

Agri-environmental payments are paid out according
WR ADW UDWHV DQG WKH\ DUH PHDQW WR FRQVWLW X
for lost income and additional costs. They are granted to
farmers who volunteer to undertake tasks stipulated in
the agri-environmental packages. It is a form of long-
WHUP DLG GLVEXUVHG DQQXDOO\ DIWHU D VSH
tasks listed in a certain variant is completed. Payments
are calculated per hectare of area, head of livestock or
running metre of linear element. Agri-environmental
payments are granted to farmland utilised as arable land,

P L O O L méadowsXpadhzed, MR orchards.

Amounts in individual agri-environmental packages

3/1 PLOOLRQ DQG ODJRZLHFNLH 3/1 canb@ibdOdeR

Type of package

- sustainable farming

- organic farming

- extensive permanent grasslands

- protection of endangered birds outside Natura 2000
- protection of endangered birds in Natura 2000

- preservation of genetically endangered plants

- preservation of genetically endangered animals

- protection of soil and water
EXIITHU JRQHV

JROORZLQJ WKH
Policy, the approach with regard to the EU support for

Payment rates
360 PLN/ha
280-1800 PLN/ha
500 PLN/ha
550-1200 PLN/ha
550-1390 PLN/ha
570-4700 PLN/ha
320-1500 PLN/he ad
330-420 PLN/ha
40-110 PLN/100rm.

UHIRUP RI WKH &R P RRagm&rJdowld KnPlsvhxniy B Packages, they could not

be any packages of choice but had to be closely linked

WKH DJULFXOWXUDO VHFWRU ZDV PRGL;HBLWR RMWBERMULS\DF SDIRY¥IRSORQPO\ LQ SULRULW\ JRQH

were more closely linked with area payments. Direct
payments became contingent upon farmers meeting
a series of requirements, known as cross-compliance
requirements.

Generally speaking, advisory support should be
provided in 22 measures included in the RDP 2007-2013,

HVSHFLDOO\ LQ IRXU PHDVXUHV LQ $[LV

LW GLI¢FXOW WR FKRRVH DQ DSSURSULDWH YDULTEL
site.

The new RDP 2007-2013 had to take into account the
FRVWV RI ¢QDQFLDO DLG XQGHU PHDVXUHV IURP W
edition of RDP 2004-2006, as contracts were concluded
for 5 years, and the rural development programme
covéted38 Yetio® bf $3Gyedrs/ RVilh regard to the agri-

6HUYLFHV E\ )DUPHUV DQG )RUHVW +R O Gervitfanhimeridllpsickages$, Iue Minister for Agriculture and
HQYLURQPHQWDO 3URJUDPPHV  A6XSSRUWXRDQDHFHORI®HQ@IN LVVXHG WZR RUGLQDQFHV DQ
DQG A$IIRUHVWDWLRQ RI $JULFXOWXUD O of DMnhiSters, neWt \d@rect &g Ritisl  arrangements.
FRPSOLDQFH" D YHU\ LPSRUWDQW SURJUSDRPRJIBSSZAHUIFID BDQRHE® DW OLPLWLQJ WKH QXPEHU F

Poland as of 1 January 2009 and in the EU from 2005,
puts an obligation on the state to provide effective
advisory support to all farmers receiving area payments.
Assessments of whether farmers comply with the cross-
compliance instruments will cover 1% of holdings every
year. This means that 15 thousand farms will be subject
to such an assessment. The RDP 2007-2013 provides for
support under agri-environmental programmes to 200
thousand holdings, the LFA schemes to 750 thousand
farmers and 52 thousand forest holders.

EXIITHU JRQHV SURORQJLQJ WKH GHDGOLQH IRU W
issue a decision on granting agri-environmental payments
DQG LOQWURGXFLQJ WKH ,&7 VA\VWHP

Afforestation of agricultural land and
non-agricultural land within the RDP
2007-2013

At present, the situation in agriculture is such that with
WKH PDUNHG LQFUHDVH LQ SURGXFWLYLW\ DQG L

$JUL HQYLURQPHQWDO PHDVXUHV ZH U HofGadg Qanageneeht,VaReé® ebuRlleasily do without the
WKH PRUH GLI(FXOW XQGHUWDNLQJV LQ sevRM Khabisand hedtares OfHRaginal and degraded

resulted from the large number of packages, numerous

land that can be found in Poland. Moreover, in terms of

YDULDQWYV DQG WDVNV VLJQL¢;FDQW W Hfgdd seturty, [PDIadd (8 b pa of b Bivad Ra@lonveiRhe

SULRULW\ JRQHV LQ WKH ¢(UVW 5'3

MemipeQSEtes amiisdb@conomic community.

IRFXV RQ HQYLURQPHQWDO SURWHFWLRQ 7 K'He GibyddnibhticRedGmnelbsFe @ag/ kanked third in

is illustrated by the fact that advisory support may be
provided solely by a holder of an agri-environmental

$[LV 3 PSURYLQJ WKH (QYLURQPHQW DQG WKH &RX
,Q 3RODQG D VLJQL¢(¢FDQW SHUFHQWDJH RI VRLC(

DGYLVRU FHUWL¢ FDWH LVVXHG E\ WKH BJULFXOWXUDO $BXYQGRURDQ EH FODVVL{HG DV

&HQWUH LQ %UZLQRZ ,Q WKH 5'3
7 packages included in the programme, three could be

Afforesea@oh of 8ukh land would increase its value as
well improve the statistical indicators related with the

LPSOHPHQWHG RQO\ LQ SULRULW\ ]RQH VareZ KfLfBrests/in M@ LeguhDyQ e proposed solutions

limited the number of eligible farmers. Moreover, while

62

with regard to the manner of cultivation, its composition,

Economic Science for Rural Development No. 31, 2013
ISSN 1691-3078



Characteristics of Measures Undertaken within the Framework of A
the E

A. Mickiewicz, P. Mickiewicz Xis 2 “Improving

nvironment and the Countryside” Under the RDP 2007-2013

Table 5
Number of applications submitted for the afforestation of
agricultural land under the RDP 2007-2013, Scheme |

Voivodeship Number of applications submitted
2007 2008 2009 2010

Dolnoslaskie (Lower Silesian) 141 71 69 B5
Kujawsko-Pomorskie (Kuyavian-Pomeranian) 131 88 117 141
Lubelskie (Lublin) 226 159 225 P52
IXEXVNLH /XEXV] 63 32 34 57
/IRGINLH /RG] 222 170 204 P49
Malopolskie (Lesser Poland) 88 53 67 58
OD]JRZLHFNLH ODVRYLDQ 518 357 461 H72
Opolskie (Opole) 36 31 28 26
Podkarpackie (Subcarpathian) 296 175 291 P44
Podlaskie 117 109 171 165
Pomorskie (Pomeranian) 73 62 94 74
Slaskie (Silesian) 48 37 48 36
6ZLHWRNU]J\VNLH 250 189 229 P63
:DUPLQVNR OD]XUVNLH :DUPLDQ O0DVXULDQ 225 139 192 P22
Wielkopolskie (Greater Poland) 177 136 139 123
Zachodniopomorskie (West Pomeranian) 66 36 55 36

Total 2677 1844 424 2603

Source: ARMA Management Information System

DQG XVH RI
effect on maintaining biodiversity and the condition of
forest plantations. The objective of the measure is to
expand forest areas through afforestation, to maintain
and to enhance the ecological stability of forest areas
by reducing the fragmentation of forest complexes and
establishing ecological corridors as well as to increase the
role of forests in the global carbon balance and to reduce
climate change (RDP, 2007).

The ordinance of the Minister for Agriculture and
5XUDO 'HYHORSPHQW RI -XQH

H[LVWLQJ VHOI VHHGLQJV Zla@doSdkiéme HI -Dafoidspation Fol Bod-agricultural land

(Journal of Laws No. 114, Item 786).

In 2007, applications were collected for the
afforestation of agricultural land. In turn, from 1 August
to 30 September 2008, one could apply for aid under
the afforestation on non-agricultural land scheme. The
number of applications for the afforestation of agricultural
land is presented in the table below.

The number of applications submitted annually
remains high, ranging from 1844 to 2677. Overall, in

V S H RDQ7F2V10L e Giighasb bdnber of applications were
WKH FRQGLWLRQV IRU DSSO\LQJ IRU WKH ¥@BREFWDVH G LIQQ DOHRIZILG ANLH

3BRGNDUSDEFI

JUDQWHG WR IDUPHUV ZLWKLQ WKH PHDQLmMQXR bMKHNVKRHXUQWLNOL H &

regulations, establishing common principles for direct

VXSSRUW VFKHPHV ZLWKLQ WKH

Agricultural Policy.

The aid is granted to the following individuals and
business entities:

1) farmers;

2) groups of farmers (at least 3 individuals), with
bordering holdings with a total area amounting to no
less than 2 ha;

3) local government units or organisational units of
gminas, poviats and voivodeships.

To receive support, a farmer shall hold land ranging
from 0.5 ha to 20.0 ha and of adequate width (20 m).
Afforestation aid is divided into:

1) afforestation grant;

2) maintenance premium;

3) forest premium.

Afforestation can proceed under one of the two
schemes: Scheme | — afforestation of agricultural land
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The number of applications submitted annually for

1 U D P H Z RheNaffRréstatignHon& iR agyRc@itural land amounted to

approximately 400 on average.

Afforestation of agricultural and non-agricultural
land incurred spending of PLN 1467 million in the period
under analysis. Relative to the number of applications
submitted, the highest amounts of aid were granted to
WKH EHQH FLDULHV IURP OD]JRZLHFNLH
:DUPLQVNR OD]XUVNLH 3/1 PLOOLRQ
(PLN 11 million).

3/1
DQG 3R(

Restoring forestry potential after natural
disasters and introducing prevention
schemes within the RDP 2007-2013
The fundamental objective of this measure is to
restore and maintain tree stands destroyed by biotic and
abiotic factors, and to introduce mechanisms preventing
QDWXUDO GLVDVWHUV HVSHFLDOO\ (UH 7KH DL
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Table 6
Number of applications submitted for the afforestation of
non-agricultural land under the RDP 2007-2013, Scheme I
Voivodeship Number of applications submitted
2008 2009 2010
Dolnoslaskie (Lower Silesian) 23 9 4
Kujawsko-Pomorskie (Kuyavian-Pomeranian) 16 12 13
Lubelskie (Lublin) 57 74 42
IXEXVNLH /XEXV] 10 3 3
/RG]NLH /RG] 12 16 8
Malopolskie (Lesser Poland) 14 14 13
OD]JRZLHFNLH ODVRYLDQ 62 67 54
Opolskie (Opole) 12 3 5
Podkarpackie (Subcarpathian) 89 77 98
Podlaskie 23
Pomorskie (Pomeranian) 11
Slaskie (Silesian) 6 5
6ZLHWRNU]J\VNLH 16 30 20
:DUPLQVNR OD]XUVNLH :DUPLDQ 0ODVXULDQ 31 35 24
Wielkopolskie (Greater Poland) 16 15 5
Zachodniopomorskie (West Pomeranian) 14 16 11
Total 412 393 320
Source: ARMA Management Information System
Table 7
Amounts of payments disbursed for afforestation of agricul tural land and non-agricultural land
under the RDP 2007-2013 (in thousand PLN)
Voivodeship Amounts of payments made
Dolnoslaskie (Lower Silesian) 8436
Kujawsko-Pomorskie (Kuyavian-Pomeranian) 6443
Lubelskie (Lublin) 10694
IXEXVNLH /XEXV] 3787
/RGINLH /RG] 7437
Malopolskie (Lesser Poland) 2421
ODJRZLHFNLH ODVRYLDQ 28425
Opolskie (Opole) 2134
Podkarpackie (Subcarpathian) 10810
Podlaskie 6727
Pomorskie (Pomeranian) 10401
Slaskie (Silesian) 2379
6ZLHWRNU]J\VNLH 7567
:DUPLQVNR OD]XUVNLH :DUPLDQ 0DVXULZg9
Wielkopolskie (Greater Poland) 8953
Zachodniopomorskie (West Pomeranian). 7574
Total 146737
Source: ARMA Management Information System
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s 2 “Improving

Table 8
Number of applications submitted and amounts of aid for res
under the RDP 2007-2013 (in thousand PLN)

toring forestry potential

Voivodeship aE:IT:ZEI)g; eAcEEI(I)(?ittI:O;]:df ct)gg;vrllrilc?al ’\(l:l:)rr?t?scrztgf SHTX H.V WHG
submitted assessment concluded amount of aid
Dolnoslaskie (Lower Silesian) 27| 3 2 70735
ﬁgj;uév':s:;;?morskie (Kuyavian- 10 5 5 10327
Lubelskie (Lublin) 3 1 0 6498
IXEXVNLH /XEXV] 9 2 2 17078
/RGINLH /RG] 14 8 7 27356
Malopolskie (Lesser Poland) 8 4 4 6403
OD]JRZLHFNLH ODVRYLDQ 12 9 8 25241
Opolskie (Opole) [ 2 2 1p788
Podkarpackie (Subcarpathian) 9 7 7 28581
Podlaskie 12 8 B 17222
Pomorskie (Pomeranian) 5 3 3 13405
Slaskie (Silesian) 3 3 3 8855
6ZLHWRNUJ\WNLH 10 7 7 10169
,\:AIZSLlJJ:at)QVNR OD]XUVNLH :DUZ%LDQ 18 16 61076
Wielkopolskie (Greater Poland) 13 5 5 34643
ﬁ:;)gr;i;z())morskie (West 6 3 3 12621
Total 169 83 77 369998
Source: ARMA Management Information System
on comprehensive forest projects. It is assumed that the — Scheme Il — introduction of preventive measures

objectives are met by clearing damaged forest areas,
preparing forest planting material, gradual restoration
of destroyed tree stands including maintenance and
protection of established cultivations, maintenance and
protection of damaged tree stands in all age classes and
valuable forest landmarks, opening forests to the public
by building and upgrading forest tourist and educational
LQIUDVWUXFWXUH DQG UHLQIRUFLQJ
systems.

Aid granted under the above measure will be
available in the event of natural disaster (wind, snow,

LQ DUHDVY UDQNHG LQ WKH WRS WZR FDWF
KD]DUG %HQH{FLDULHV VKDOO LQFOXGH >
organisational units of the State Forests National
Forest Holding. Aid shall be granted under a contract
and shall involve reimbursement of incurred costs.
Out of 169 submitted applications, 83 applications
(49.1%) were approved in the course of economic and
| RthhidAVdssgsEhieént. I heRAtaHdgUWest@d@mount of aid
reached PLN 370 million. Following the amendment to the
MA&RD ordinance, changes were introduced to update
the list of forest divisions eligible for aid under Scheme I.

ARRG DYDODQFKH ODQGVOLGH KDUPIXThe sheRe/adpplies  BraaR affecteddynatural disasters
(¢UH LQ IRUHVW DUHDV DQ\ZKHUH LQ Wdf¢tatavlyshts rhaseRakdas Were skidseh based on reports

Republic of Poland, irrespective of the form of ownership.
Support within the framework of the measure may
be given to projects related with preparing forest
reproductive material for the purposes of restoring
destroyed forests, clearing damaged forest area or forest
restoration including maintenance and protection of
established nurseries. Moreover, the aid can be granted
for the maintenance and protection of damaged tree
stands and valuable natural monuments, and making
forest areas accessible for their social functions.
The measure is implemented under two schemes,
including:

— Scheme | — support for areas affected by a natural

disaster or cataclysm;
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to the minister responsible for environmental matters.

Moreover, the MA&RD ordinance aimed to introduce

changes simplifying the implementation process,

including:

— waiver of obligatory compliance of the operation with
the forest management plan, if the forest division
has a plan drawn up pursuant to the Fire Protection
Act;

— making the terms of support independent of
commencing public tendering proceedings within a
VSHFL¢{¢F GHDGOLQH

— HQVXULQJ EHQH¢{FLDULHVY FRPSOLDQFH Z
requirements  regarding  separate  accounting
systems;
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— providing an option for the applicants to make a one- There is a lack of compliance with the rules-compliance
RIl PRGL{FDWLRQ LQ WKHLU DSSOLF D WikkRr€uZtiowii digeldt hDl (gaymanis, Mnil titimately the
¢cQDQFLDO SODQ RI WKH RSHUDWLRQ woll.5' RUGLQDQFH
2010). The second area analysis the study concerned was the
evolution of Pillar Il in rural areas. Actions implemented
Conclusions LQ WKH IUDPHZRUN RI 3LOODU ,, RI WKH &$3 ZHUH

7KH UHVHDUFK VKRZV WKDW WKH &RPWR%P@J”E? aﬁeﬁ%@?rﬁ as rural areas, which

3ROLF\ GXULQJ WKH LQWHJUDWLRQ ZHQW éhIP e\/EUDD lation. Rural
systematic evolution and change directions in support of development pollcy 'S ssehtial i terms and use and

. . . . . . PDQDJHPHQW RI QDWXUDO UHVRXUFHV W LV WKH (
agriculture. First of all, in consideration of the policy and

of rural economic-agricultural economic departments
due to transparency and public opinion, it was found that lowin bl agricultural  econom
SXEOLF VSHOGLQJ RQ DJULFXOWXUH VKB8Y"%E H©p FEISE x VRNAZTeY y
departments.
beyond the purpose of which it was to raise farmers’
income. Farmers should to a greater extent provide high
quality food, fair treatment of animals, the protection Bibliography
Rl WKH HQYLURQPHQW DQG WKH ODQGVY.FDGIHFNIZHKHALRIR Q FPrzdbieg i realizacja dzialan w
UHJXODWLRQV (& LQWURGXFH JUDGXDO FK DagathVi WFHabaW/spolnej Polityki Rolnej (analiza)

1) remove the link between production and direct (History and Implementation of Activities in Frames

payments; Rl 3LOODUV , DQG ,, Rl WKH &RPPRQ $JULFXOW)
2) state the dependence of payments to meet the $QDO\VLV =87 Z 6]F]JHFLQLH

standards for the protection of the environment; 2. 5R]SRU]DG]JHQLH OLQLVWUD 5ROQLFWZD L 5R]ZF
3) VLIJQL{FDQWO\ LQFUHDVH VXSSRUW IRU WKH GHYHOR S/ISHUIQZ LRI SRG]LDOX VURGNRZ 3URJUI

rural areas, by modifying the aid with the exception 5R]ZRMX 2EV]DURZ :LHMVNLFK QD ODWD

of those for the small farmers; (Regulation of Ministry for Agriculture and Rural
4) introduce new rural development measures, in order Development of 18 March 2009 on Allotment of

to improve the quality of production and food safety. Means in Programme of Rural Development for

7KHVH FKDQJHV DUH VSHFL¢F OHJDO VWIQBIBYG ZKLFK
governs the behaviour of farmers in agricultural 3. 5R]SRU]DG]HQLH OLQLVWUD 5ROQLFWZD L 5R]ZF
production and the environment. This action is closely U JPLHQLDM FH UR]JSRU]JDG]JHQLH Z VSUD
DVVRFLDWHG ZLWK WKH H[LVWLQJ LQVWUXPHRWBYLROWKHURBRRZQ] 3URJUDPX 5R]JZRMX 2EV]
Agricultural Policy. Initially, the cross-compliance rules Wiejskich na lata 2007-2013 (Regulation of Ministry
related with direct payments, after the amendment of for Agriculture and Rural Development of 10 August

WKH\ HIWHQGHG WKH PHFKDQLVP RI DFWLRQ &KSHELLAEL FHQIXODWLRQ RQ $OORWPHQW RI1 0

Axis 2 of the Rural Development Programme 2007-2013. Programme o Rural Development for 2007-2013).
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BUSINESS ACTIVITY OF SMALL AND MEDIUM ENTERPRISES IN
POLAND IN LIGHT OF THE CONCEPT OF SUSTAINABLE DEVELOP MENT

Dagmara K. Zuzek %, PhD
$IJULFXOWXUDO 8QLYHUVLW\ LQ &UDFRZ )DFXOW\ RI (FRQRPLFYV

Abstract.  The idea of sustainable development arouse from the need to allevi
results of dynamic development of capitalist economy during the previous cen
and implementation of the concept in practice is an ongoing process. This contin
balancing of its three dimensions, i.e. economic, ecological and social dime nsion. Weakening or strengthening any

of these elements at the cost of the others may lead to crisis in all the three dimensions. Therefore, this kind

Rl GHYHORSPHQW ZLOO XQGHUJR WKH LQAXHQFH RI X®INFQNR ZFH DG W FRI RIV[W\LHE OGIDW RD 8§ G+

ate and prevent unfavourable external
tury. Developing of the theory
uous process requires constant

conditions.

Key words: VXVWDLQDEOH GHYHORSPHQW VPDOO DQG PHGLXP VL]JHG HQWHUSULVHV EDUUL

JEL code: Q18

Introduction

The idea of sustainable development emerged
from the need to attenuate and prevent unfavourable
external effects of dynamic growth of capitalist economy
in the course of last century. The theory is still being
built and implemented. It is a continuous process,
whose fundamental condition is constant compensation
of its three dimensions, i.e. economic, ecologic and
social. Weakening or strengthening of any of these
elements at the expense of others may eventually
lead to crises in all three dimensions. Hence,
it appears that this type of development will be
subject to unknown and presently unforeseeable

Results and discussion
1. Concepts and principles of sustainable
development
7KH FRQFHSW RI VXVWDLQDEOH GHYHORSPHC
in the Environment Protection and Management Act
of 31 January 1980 (Journal of Laws 94.49.196),
ZKLFK VWDWHYV WKDW SVXVWDLQDEOH GH)
such a type of social and economic development in
which the process of integrating political,
economic and social activities occurs with the
aim of balancing opportunities of access to the
environment to individual  societies or their
FLWL]HQV + ERWK FRQWHPSRUDU\ DQG IXWXUH

FKDQJHV RI H[WHUQDO DQG LQWHUQDO mRilQ GialithiRg Vnatarél] Hh&larice and stability of

2010).

IXQGDPHQWDO QDWXUDO SURFHVVHV ~

7KH UHDOL]DWLRQ RI WKH VXVWDLQ D B¥idd-rafgingY H OnBepstaldyV  of  stable  and
FRQFHSW GHSHQGV RQ VSHFL¢(F GHYHORSPWOWQFRQIFLWHRRAURSPHQW HQDEOHV WR

and factors, the degree of achieved development and
the development objectives set. Because the principle
is of multi-disciplinary character, its interpretation
depends to a certain degree on whether it is ecologists,
economists or representatives of natural sciences who
make it.

$00 WKH DFWLRQV PLQLPL]LQJ
natural environment undertaken by an enterprise

set of determinants (spheres or planes), a set of
characteristics, and a set of principles or as a more or
less integrated order (Borys T., 1999).
Initially, the focus was only on two aspects —
HFRQRPLF DQG HFRORJLFDO EHWZHHQ ZKL
relationships occur. In the ecological dimension, the

D G Y H fb¥ud wa® SrDmamtainify allg§ite quality of natural

environment and rational use of resources. Whereas

FDQ EH GHHPHG DV D GHPRQVWUDWLRQthR | si¥ifi H dimeRsioR® P W4 Wnot  considered  too

of the sustainable development concept. In this way,
companies  contribute  to  preserving adequate
quantity and quality of natural capital, which serves

DV WKH EDVLV IRU WKH IXO;OPHQW RI

generations’ needs as well as adapting the scale
of the economy to ecosystems based on which it
operates.

The objective of the article is to present the main
principles of sustainable development considering the
enterprises operating according to those principles.

important, yet it has appeared that it is connected with
the improvement of people’s living conditions, access
to infrastructure and smooth operation of economic
syt HQW DQG IXWXUH

There are many references to a three-dimensional
model of sustainable development in literature.
More and more frequently, an institutional aspect
is also added, and at times spatial, moral and
awareness aspects as well (Dresler E. 2006).
The concept of sustainable development as a set of

,QWHUQDO DQG H[WHUQDO EHQH{WV bbjsch@sWha® be liHked with U three-dimensional

ecological operation of small and medium enterprises
were indicated along with major barriers enabling their
operation.

PRGHO 7KH GLPHQVLRQV VSHFL{¢HG DERYH FDQ
planes for detailing particular ecological, economic and
social objectives.

1 @ RUUHV SR QG L QT&l. D8 REB2B452; fax: +48 126623452,
( PDLO DGGUHVV G ]X]J]HN#XU NUDNRZ SO
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Ecological challenges Economic challenges
e preservation of nature’s state e economic growth
e quality of life e competitive capability
e protection of air, water, soil e profitability
quality e production effectiveness
e controllina waste residues e consumer satisfaction

A A

Ecology — economy conflict
e state interventions and bans
e increase of additional costs
e job destruction
e change of consumers’ needs
e investment accumulation
e court litigation

Ways of resolving conflicts

l

The idea of sustainable development

Level of enterprise management

e including the mission of respecting the environment in enterprise’s philosophy

e change in the relations of achieving objectives: profitability vs. environment,
creation of pro-environment strategy by an enterprise

Source: Author’'s compilation based on J. Adamczyk , 2001
Fig.1 Transformation of the concept of sustainable development t o enterprise level
2. An enterprise in the concept of sustainable Environmental Management System — EMS, which is
development a part of a general management system in an enterprise
Understanding of the principles of sustainable DQG FRQFHUQV (WWLQJ RI HQYLURQPHQWDO D
development ought to be obligatory, especially for economic processes, may play a special role in the
HQWHUSULVHYV VLQFH HQWHUSULVHV KD plemenfatioQaf gusiigable devgapment concept by
on the environment. an enterprise.
7KH UHDOL]DWLRQ RI VXVWDLQDEOH GHYHdRBPROW LG HBRRFG\ RI WKH 6WDWH" GHOLQHI
a global scale will not be possible if is not implemented to be taken in respect of industrial policy for the
at a microeconomic level (Figure 1). In the practice of implementation of the sustainable development model
enterprise operation, limiting and preventing pollutant (Act of the Seym, 1991):
emissions created during production processes is of 1) more extensive introduction of a technology that
JUHDWHVW VLIJQL,FDQFH IURP WKH SRLQW R genasreslittie @ynouvrsse: lgsgd water cycles,
conservation. production hermetisation, resulting in decreasing the
In practice, the implementation of sustainable amount of pollution generated and discharged,
development concept requires that enterprises take the 2) reducing the production that is high on energy,
IROORZLQJ DFWLRQV .R]JORZVNL 6 material and water consumption;
— limiting dependency on non-renewable energy raw 3) adequate operation of pollution reduction equipment
materials; by properly trained services of environment
— limiting emissions of coal, sulphur, and nitrogen into protection in an enterprise.
the atmosphere; It seems legitimate that implementation of an
— reducing existing and counteracting new emission of environment management systems requires raising
toxic pollutants into soil and water. ecological awareness of managers and employees so that
68 Economic Science for Rural Development No. 31, 2013
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PRO-ECOLOGICAL ACTIONS

External benefits Internal benefits
e competitiveness growth e economic (cost reduction)
e strengthening one’s e organisational (increase
market position of employees’ motivation)
e acquiring new sale e raising innovative
market capabilities
L

EFFICIENCY GROWTH

Source: Author’s compilation

Fig.2. ([WHUQDO DQG LQWHUQDO EHQH{;WV IURP FRQGXFWLW®UWIWHR HFRORJLFDO

environment protection becomes a part of the company’s 7KHUH DUH WZR W\SHV RI IDFWRUV WKDW LQA

RUJDQL]DWLRQDO FXOWXUH W LV H[WU Hpridmids LaP HifketeW DiQaNandD M @flerdht manner:

all aspects of enterprise operation and its links to the a moment of entry, when an idea undergoes a phase

natural environment can be regulated with economic Rl UHDOL]DWLRQ DQG D PRPHQW LQ ZKLFK

or legal instruments. Therefore, if business entities undergoes a phase of growth, or it starts to decline. Both

implement an environment management system, they at the moment of entry and at later stages, companies

analyse all aspects of their activities and undertake such encounter entry and development barriers. Entry barriers

DFWLRQV ZKLFK KDYH D VLJQL¢{FDQW LP®QFava rRapentxisiring qpmb@@iRess activity, and

production. WKH\ FRQFHUQ SUREOHPVY UHODWHG WR D FRF
7KH EHQH WV UHVXOWLQJ IURP WHKHNVHIOMD KR REH OWWH PDUNHW  7\SLFDOO\ WKHU

management system include a decrease of enterprise linked with vagueness of legal regulations, unfavourable

operation costs (Figure 2). Their reduction oftentimes business climate, and high costs of investments,

DULVHV IURP UDWLRQDOL]DWLRQ RI HQHPWHRMYHUFRHGESWHBRQ DQG LQFRPSHWHQFH |

materials consumption. Pro-ecological actions also Development barriers concern companies already

concern reducing harmful amounts of waste and sewage operating on the market, and they occur at a critical point

of survival, when a company moves to a stage of growth
RU GHFOLQH 7KHLU LQAXHQFH RQ D FRPSDQ\T
varies.

Apart from various barriers hindering enterprise
growth at every phase of their life cycle, there are also
universal barriers limiting growth, independent from the
stage of enterprise life. They occur all over the world,
LUUHVSHFWLYHO\ IURP WKH VSHFL¢{FLW\ RI WKI
y,GHQWL¢(¢FDWLRQ RI EDUULHUV WRenguMAVdrd-§3iEaly, Gkl are considered in three

generated in production processes. Participation of a
company in pro-ecological activities also contributes
to its positive image in the external environment,
which may translate into competitiveness growth
or strengthening such a company’s position on the
market.

development of small and medium enterprises areas (Storey D. J., 1995):

In order to analyse barriers to the growth of small — PDQDJHPHQW EDUULHUV = UHVXOWLQJ IURI
DQG PHGLXP HQWHUSULVHV WKHLU FODVYV LphdnByétkiRskiisLoY etrbbfeldukstivizo rarely have
in respect of the time of their occurrence in the course of SUHSDUDWLRQ LQ WKH ¢HOG RI PDQDJHPHQV
company’s operations. Literature on the subjects divides — ¢QDQFLDO EDUULHUV UHODWHG WR ¢QDQ!
WKH EDUULHUV LQWR 'DV]INLHZLF] 1 activity. In the start-up phase, small and medium
— entry barriers; HQWHUSULVHV (QDQFH WKHLU RSHUDWLR
— development barriers. resources, family and friends’ resources, but as a
Economic Science for Rural Development No. 31, 2013 69
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Table 1
Selected barriers limiting the operation of small and medium en terprises in Poland
TYPE OF BARRIER CHARACTERISTICS
1. Instability and vagueness of legal regulations
Leqal 2. /IDFEN RI KDUPRQL]DWLRQ RI WKH ODZ ZLWK WKH (8 OHJDQ RUGHU
9 3. Prolonged nature of court litigations
4, &RPSOLFDWHG SURFHGXUHV RI VWDUWLQJ XS DQG FRQGXFWLQJ EXVL
1. 'LI¢FXOW DFFHVV WR H[WHUQDO VRXUFHV RI ¢QDQFLQJ
2. 'LI¢FXOWLHY WKDW 60(V HQFRXQWHU LQ REWDLQLQJ JXDUDQWHHV IR
&DSLWDO - .
3. Limited access to public tenders
4. JRUHLJQ FXUUHQF\ H[FKDQJH UDWH AXFWXDWLRQV
1. Growing competitiveness
Market 2. Limited demand
1. Unfavourable government policy
Resulting from the polic 2. ([FHVVLYH ¢VFDOLVP
ng policy 3. &RPSOLFDWHG WD[ V\VWHP
regarding SMEs .
4. Vagueness of tax regulations
5. Limited public aid
1. Limited access to information
Informational 2. Lack of economic information
3. Lack of information on the activities of public authorities
Infrastructural 1. "LI¢FXOWLHY DQG KLJK FRVWYV RI DFFHVV WR LQIUDVWUX[FWXUH
. 1. Low mobility of the labour market
Social
2. Lack of acceptance for self-employment
Source: author’s compilation on the grounds of G. Michalc zuk (ed.), Factors and tools of SME development, 2009

FRPSDQ\ GHYHORSV LWV ¢(¢QDQFLDO VWRXARWXUBHBRDQDEE® RUIJDQL]DWLRQDO OLPLWDWL

and the need for loan capital rises. — ineffectiveness of entrepreneurs’  registration
— barriers to demand — which are a natural limitations SURFHGXUH DQG ODFN RI LQVWUXFWLRQV IF
resulting from the nature of market economy. During regarding inter-institutional co-operation;
an economic upturn such barriers area weakened, — location procedure, featuring a high degree of
whereas at times when economy is at a recession bureaucracy and long delays at every important
stage, barriers of demand hinder SME’s growth more stage.
strongly. Economic barriers to the operation of Polish
JURP WKH SRLQW Rl (QDQFLDO FRQGLW LIRR@QW HU SMKH B¥( VKHLIFHAMR WHJDUG ODFN RI D FRKHVLYF
the division into operation barriers and development policy of the state towards the SME sector. In Poland, it is
EDUULHUV LQ VKRUW DQG ORQJ WHUP SH dbétlFaNpiollém loVa vomp@x_hasid) a5 \the state and
Such barriers include: local government authorities have been creating grounds
— in the short-term: lack of production capacity, of infrastructure in this respect for several years. The

PDQDJHULDO SHUVRQQHO RUGHUV T Xd@Lant EffettireBe3R dHadtibns undertaken for the
RSHUDWLQJ FDSLWDO FRVWV RI RSHUTHQIHRO R DOKH @D ( WHKFWRU UHPDLQ DQ RSHQ LVVX

EU legal regulations as well as the costs of research entrepreneurs take advantage of them in a rather limited
and development; degree (Jerschina J., 1995). The main reason for not
— in the long-term: management continuity, export applying for public help is lack of basic information on
OLPLWDWLRQV FRVWV RI ¢QDQFLQJ OCnatreladdRvEnBtHyRe/Bf ai@ is BMaNsteGIn SMEs, formal
demand on the market, lack of long-term sources of requirements constitute the most discouraging factor
¢cQDQFLQJ 1DWLRQDO UHJXODWLRQ Rto obtdiringOfiinds aloQoFvitiX @jecfians of applications
the ones regarding taxes), the EU legal regulations as of entities applying for public aid. The second biggest
ZHOO DV GLI{(FXOWLHYV LQ JDLQLQJ D F Bdtevtdht Vedhce s ZsubantNél Watters, chief among
Economic practice and the literature on the subject them being the lack of own resources required to apply
of the operation of small and medium enterprises in for aid and too short deadlines for application submission.
Poland enable one to differentiate a variety of barriers 6PDOO DQG PHGLXP HQWHUSULVHV QG WKH
DQG GLI(FXOWLHYVY WKDW WKH 60( VHFWR WohtidnR XfferadHd) busiTd3E éntities by banks to be
The barrier that entrepreneurs indicated most D VLIQL,;FDQW GHYHORSPHQW EDUULHU VLQFH
frequently is a legal barrier, linked with complicated WR (QDQFLQJ WKHLU RSHUDWLRQV WKURXJK FUH(
and constantly changing regulations of the law, lack of GLI¢FXOW GXH WR KLJK UHTXLUHPHQWY EDQNV ¢
HITHFWLYH WUDGHPDUN SURWHFWLRQ D Q Graéeds,df grentng i reldiQ Bag)c BadiErs Qcturring in
the law. the process of small and medium enterprises applying
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for a bank credit involve lack of credit history, which Yet, despite that, enterprises encounter a humber of
facilitates an evaluation of enterprise credit worthiness, barriers resulting from the implementation of sustainable
relatively high costs of drawing up a credit application, development patterns. The biggest of them include
and lack of securities a bank requires to grant a credit LQVXI¢FLHQW HFRORJLFDO DZDUHQHVV RI |
B3UJHGVLHERUF\ ZKLFK LV OLQNHG ZLWK LQVXI¢FLHQW NQRZOH
Another element of the economic barrier is the state’s of environment protection and the resultant obligations

¢VEDO SROLF\ IHDWXULQJ KLJK UHVW U L F WiLax Qreprevielr QGwHlILasKhé khdwddddge about the
Rl FRPSOLFDWLRQ DQG GLI¢FXOW\ $FFRU Gah@eds 1 RheV EridiradhDentDearisetl ByHa conducted

Ministry of Finance, VAT (53% petitions for interpretation) business activity.

generates the biggest number of problems, followed by 'LI¢FXOW DFFHVV WR WKH (8 IXQGV FRQVWL

personal income tax (35% petitions for interpretation) problem to entrepreneur. As many as 39.1% of SMEs

DQG FRUSRUDWH LQFRPH WDJ[ RI SHWLMRQRQ\G HUXIEWNW R EH D GLI(FXOW\ LQ FRQGXFWIL

2005). WKHLU EXVLQHVYV DFWLYLW\ )RU LQVWDQFH W
A demonstration of a management barrier in an SME'’s that they are required to submit and archive paper

operation is having limited knowledge in the area of documentation related to project implementation and

PDUNHWLQJ DQG PDQDJHPHQW QHFHVVD GBubidR aprlicatidn. A BeUrkddiment means that the

for goods and services. Such an attitude can arise from part of the handling costs is transferred to the applicant.

two reasons. Firstly, entrepreneurs still have limited <HW ULJRURXV DQG IRUPDOL]HG FRQWUROV S

knowledge of marketingand managementand they expect RQ WKH IXO¢OPHQW RI SURFHGXUDO UHTXLUH

assistance from the state in solving problems related contributing to undertaken actions or achieved results

to functioning of an enterprise in the market economy. constitute another problem. The situation is caused by

Secondly, a vision of the state’s deep intervention in WKH FRQWUROOHUVY ODFN RI H[SHULHQFH LQ

the functioning of the market was transplanted from WKH VSHFL{FLW\ RI SURMHFWYVY FR (¢QDQFHG E!

the centrally planned economy, and that is why some Union as well as lack of uniform standards regarding

company owners are still unable to adapt to the changes QDQFLDO GRFXPHQWDWLRQ

that have been taking place in the Polish economy for
(IWHHQ \HDUV (GXFDWLRQDO EDUULHU lBﬁ)liB&rEﬁHg}O\ OLQNHG ZLWK
the management barrier: lack of knowledge, skills and

) ) - . 1. $GDPF]\N - Koncepcja zrownowazonego

competences in shaping the competitiveness of national ; . L
. " ) rozwoju w zarzadzaniu przedsiebiorstwem (The
production factors and the competitiveness of conducting o pﬁ of sustainable development in business
0,
D EXYLQH\{V DFWLYLW\ OLFNLHZLF] $ OLFNLIF;lrgED]JI—/FPHQW \G SNDGHPLL (NRQRPLF
Rapidly growing labour costs can be added to the Krakow. p.31

barriers described above, which limit the development 2. Borys, T. (red) (1999). Wskazniki ekorozwoju

of small and medium enterprises in Poland. Although
Poland still features relatively low labour costs in
comparison with the EU, yet the cost structure is highly

(Indicators of eco development). Wyd. Ekonomia i
Srodowisko, Bialystok. p. 5.

. . 3. 'DVINLHZLF] 1 Bariery  wzrostu
unfavourable. Wage costs (net remuneration, income ) ; — .
) . . ) malych i srednich przedsiebiorstw (Barriers
tax, social security) constitute approximately 70 per cent .
. to the growth of small and medium
of employment related costs, while costs unrelated to . . L .
emplovment constitute over 30 per cent enterprises) [w:] Przetrwanie i rozwoj malych
ploy P ) i srednich przedsiebiorstw (The survival and

Anotherbarrierto SME'’s developmentis aninnovation- vel ent_of small and . enterprises)
WHFKQRORJ\ EDUULHU DQG WKH GLI¢FxowLEV Tt o0 %GF??—WW P
. raca pod red. Blawafa F., Gdansk. pp. 61-70.
to new technologies, management — related mostly to Dresle ola organizacii pozarzadowveh
D ZLGH VERSH RI GXWLHV DQG orz GHJutnPES Q/EI—Q%QEG‘%C%LI]:TD@E% Il pe Wy
) . ) oraz grupowych “for zialalfosci  mieszkancow
of managerial personnel. A special role is reserved to an . o
. . w zrownowazonym rozwoju obszarow wiejskich
entrepreneur in the development of small and medium

r ie jewo Lubelskiego) (The
HQWHUSULVHV EHLQJ WKH SHUVRQ ZKR Rgltg(ﬁkﬂﬁjl Q%‘R'%WWUQPHQWDO RUIDQLIDWLF

undertakings and manages their accomplishment, taking activities in the sustainable development of the

arisk in hope of achieving success. inhabitants of rural areas (example of the Lubelski

UHJLRQ 3UDFD GRNWRUVND 6**: DUV

Conclusions p.26.

It is presently believed that an enterprise, apart 5. Jerschina,J.(red.)(2005). System pomocy publicznej
from its production functions and its activity aimed dlaMSP w Polsce —zapotrzebowanie malychisrednich
DW JHQHUDWLQJ SUR¢{W RU UDLVLQJ FRP $t&ddieharstid @ahhdmoc piblcyha (The system of
ought to strive to maintain adequate state of the public assistance for SME in Poland - request small
natural environment. An enterprise respecting the and medium enterprises for public support). Polska
principles of sustainable development is a socially $IJHQFMD 5R]ZRMX 3UJHGVLHELRUF]RVFL
UHVSRQVLEOH HQWLW\ DFWLQJ WRZDUGV ppMEF. IXO,OPHQW RI
society’s needs — economic and environmental ones. 6. .R]JORZVNL 6 Koncepcja ekorozwoju jako
Responsibility of an enterprise goes beyond the podstawa polityki ekologicznej panstwa (The concept
framework designated by a legal system in which of sustainable development as the basis for national
it operates, and it is evaluated through economic, environmental policy), [w:] B. Poskrobko (red.)
environmental and social factors. Dzialalnosc gospodarcza a ochrona srodowiska
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przyrodniczego  (Activity economic and protection 100 6NRZURQHN + OLHOF]DUHMal&i srednie
RI WKH QDWXUDO HQYLURQPHQW %LXUR®W)BGQLHEGRBYMWXZD =URGOD (Sme@DQVRZDQLD
(NRORJLF]JQ\FK %LDO\WWRN SS and medium enterprises. Source of funding).
7. IXFIND 7 Male i srednie przedsiebiorstwa. \G &+ %HFN :DUV]DZD SS
6]NLFH R ZVSR&F]JHVQHM SU]JHSMNLHELR Steidy,VB.LJ. (1995). Understanding the Small
and medium enterprises. Sketches of contemporary Business Sector . Routledge, London.
HQWHUSULVH \G 3ROLWHFKQLNL 3R1QD&FKVICHMD BRMPXQ53 ] (A Reddlution
pp. 27-46. of the Sejm of the 10.05.1991), Monitor
8. OLFNLHZLF] $ OLFNLHZL)]Polish food 3ROVNL ] U QU SR] SS
sector in the European Union. W: Economic Science 13. =X]HN ' Theoretical aspects of sustainable
for Rural Development , No. 21, Jelgava: LLU. development of farms, Local development — chosen
pp. 45-51. factors of sustainable development of Poland ,
9. B3UJHGVLHELRUF\ ZLQLD ELXURNUDWRZ %Movidgeaphy shepter B, PFomeranian University
the bureaucrats). Rzeczpospolita 2006, nr 17 . RI' 7THFKQRORJ\ LQ 6]F]JHFLQ )DFXOW\ RI (FRQ
pp. 2-3. pp.35-48.
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PROFITABILITY OF LAND FACTOR ON THE CONDITIONS OF
SUSTAINABLE DEVELOPMENT — FRAMES OF NEW LAND RENT TH EORY

Bazyli Czyzewski  *, PhD
3R]QDQ 8QLYHUVLW\ RI (FRQRPLFV

Abstract.  Other papers concerning agricultural economics frequently emphasise a probl em of low resource productivity.

+RZHYHU WKH PHDVXULQJ PHWKRGYV DUH FRQWURY H UG D ESHAFDMIMH WLKH G IR SQRI\W LIDRAQ\F
assets in agriculture and the new utilities of land on the conditions of sustainable development. These preconditions

entitle to formulate a hypothesis that a productivity of capital in agricultu re in Poland is increasing because of intrinsic

values of agricultural areas. This implies a need of rethinking the neoclassical land rent theories. The empirical objective

of the article is an evaluation of capital productivity in agriculture in Poland in a long period to test a new land rent

WKHRU\ 7KH EDVLV IRU WKH HPSLULFDO YHUL¢FDDW.R® R\ WKH KXSWRWRKHML\D IRHPWRUDO
DQDO\WLYV 'DWD IURP WKH LQSXW RXWSXW WDEOH® 3HBB XPWIGY WR\ HFRHO XLV WD SLQVD J U
Key words:  land rent, capital productivity, agriculture, sustainable development.

JEL code: Q10, Q15, B52

1. Introduction — LQFUHDVLQJ PDUNHW HI{(FLHQF\ DV D UHVXO
The analysis of the development of land rent concepts JOREDOLVBWEIRQLWKRXW ERUGHUV’

that occurred in the history of economic thought showed — diminishment of the regulative role of nation states,

the lack of adaptation of their assumptions to the present and as a result, a change in coordination mechanism

realities of the agricultural sector. Generally speaking, from dichotomous state-market system to market-

the Ricardian economics too strongly believes in the price state-economic institutions system 1 in which the

mechanism, the absolute rent theory assumes that all the latter successively takes over the role of the state.

values originate from labour; according to the residual The market economy development can be connected

rent theory, land functions come down to the location with different stages of the land rent valorisation. At

factor and the neoclassical theory proves that a rent is a a certain stage of economic development, which is

result of a market failure. associated with the evolution of social consciousness,
The aim of the paper is to deduce and to test the market and/or appropriate institutions valorise

empirically a new land rent concept harmonising intrinsic land utilities serving as public goods and

with the sustainable development paradigm. It JLYH WKHP ¢QDQFLDO FKDUDFWHU 7KHUHIRUH

means verifying the hypothesis that a value of land preconditions for the modern concept of land rent

rentis determined by a positive difference between were derived: occurrence of intrinsic agricultural land

the expected productivity of capital in agriculture utilites on the conditions of sustainable development

and in its market environment. Therefore, a crucial (which in the market economy are transformed into

research task is the analysis of the inputs and capital D .QDQFLDO SURGXFW DQG WKH DVVXPSWLE

UHVRXUFH SURGXFWLYLW\ FRHI¢FLHQWV) bQr PP WIRRCHHFLWBEN RI WkH DIULFXOWXU
/KRVH FRHICFLHQWYV DUH LPSRUWDQW 1RghidH Kiblys'BrddrgPVRISYiLalidR ofte utilities in the

recommehdations fo.r.the EQ agricultural policy, which is market land prices).
currently in the transition period.
The modern land rent concept should be addressed,

in particular, to the highly developed market economies 2. A new land rent concept
since it is obvious where the processes not included in the The above assumptions entitle to adopt the following
existing rent theories are cumulated. Summing up, the hypothesis:  the reason for the land rent to occur
three following phenomena are at issue: is intrinsic land utilities, which in the commodity
— consumption models shift to more pro-ecological money economy cause the expected productivity of
ones, which enable the land factor to create capital factor in agriculture to be higher than in its
new utiliies such as the environmental market environment. Therefore, the value of land
values - landscape, biodiversity, leisure, cultural rent is determined by a positive difference between
inheritance, a guarantee of food supply, food safety the expected productivity of capital in agriculture
6DSD D UXUDO OLIH VSHFL¢ FLW andinfs maketaw@aqpaatQ W
models, culture and tradition, local activities The agricultural land market realises in prices the
IDWQ J)DANRZVNL expectations concerning the surplus productivity of
* &RUUHVSRQGLQJ DXWKRU WHO ID[ Hmail address E FI\]JHZVNL#XH SR]QDQ SO
The article is written within the project funded by the National Science Centre in Poland allocated on the basis of
WKH '"HFLVLRQ 1R '(& ''+6 R1 2FWREHU
! (FRQRPLF LQVWLWXWLRQV DUH GH{QHG DFFRUGLQJ WR WKH 1BY VOVWHWX\KLKRQDW YDEQ
relations between economic entities, coordinating the process of concluding tr ansactions
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capital in agriculture. During the valuation process,
however, the farmer’s own labour factor is disregarded
since it has no market value. For that reason, the rents
obtained in incomes by individual farms do not coincide
with the values resulting from the land price. It should

be stressed that higher capital productivity is proven
not by unpaid part of the worker’'s labour but by the
occurrence of intrinsic land utilities on the conditions of
sustainable development, which are valorised and create

(provided that the land factor intrinsic utilities are its
source). Therefore, the land prices are determined by the
surplus productivity of capital in agriculture.
The proposed heuristic model of creating the land
rent is positive in nature. It should be proven by empirical
YHUL,FDWLRQ LQ WKH QH[W SDUW RI WKH KHUHE\ SI
also normative preconditions advocate for it from the
point of view of the sustainable development. If a part
of the agricultural surplus is a land rent connected with

DQ DGGLWLRQDO ¢QDQFLDO SURGXFW 0Rhughe productizity S @ptal. Qad Wi« Femaining part
FDWHJRU\ Rl 3WKH H[SHFWHG SURGXFWLYHW®XQHHNBWIVIOH REQ ODERXU RI D IDUPHU D 21X

rent concept translates to the modern mechanisms of
price development based on the expected rate of return.
Therefore, the mechanism for creating land rents becomes
a part of the main economic trend and assimilates
with the theory of rational expectations. It facilitates

development of agrarian structures is generated. That

development means land concentration and rehabilitation

of the well-being of natural environment and rural areas.

,Q RWKHU ZRUGV (QDQFLDO UHVRXUFHV IRU 3G|
FRQFHUQ IRU ODQG" DUH DFFXPXODWHG LQ DJUI

LWV HPSLULFDO YHUL,{FDWLRQ DQG RS HoOws PR edhay @ pat &f ¢he Isgyplug gorstituting

economic research. Thereby, it does not concern negating
the assumptions of the mainstream economy paradigm

WKH UHPXQHUDWLRQ IRU RZQ ODERXU LV IDLU
mean guaranteeing parity labour cost regarding average

LQ WKH PHDQLQJ RI 3VFLHQWL{F UHYROXWHRYQHRYUDWLRKY FQH FRXQWU\" ,W LV KDUG WR V

author of the paper is not denying the hypotheses of the

it is a remuneration allowing farmers to take part in

3KDUG FRUH’ RI WKH QHZ FODVVLFDO H HRErsentilyprogegssH pf| thep gpeiety development.

the hypothesis of rational expectations, as it is done by
e.g. the Imperfect Knowledge Economics. The attempt
at deducing the land rent theory refers rather to the
methodological concepts of I. Lakatos (Wojtyna, 2000).

If the farmer's labour remuneration is too low, the
farmer also consumes the land rent, thus, limiting the
possibilities of the sustainable development of the
farm.

7KH LQWURGXFHG PRGL¢(FDWLRQV FRQFHUHISWRH howy®wihe wauiRess opinion,  the
EHOW Rl WKH QHRFODVVLFDO SDUDGLJPMeCchapizyx of | @eating ghg viand penp substance on

isolating the land factor from the diminishing marginal
utility theory and introducing institutional limitations of
rationality.

In the author’s opinion, there exist agricultural land
services valued neither by the market of agricultural
products nor by the prices of production factors. These
are public utilities mentioned before. In the process
of agricultural production, they are complementary
to the capital. Therefore, theoretically, they allow for
obtaining a better ratio of incomes to outlays as well
as lower the ratio of an alternative capital cost to the
surplus rate obtained in agriculture. Therefore, the
productivity of capital (measured in monetary units)
grows. Hence, the rents connected with this process
FDQ EH FDOOHG 30DQG UHQWV’

the macroeconomic level is currently functioning. In

the sustainable development paradigm, land replaces

capital to a certain extent, and some utilities provided

IRU WKH FRQVXPHU KDYH D ]JHUR FRVW ,W VK
stressed that on the microeconomic level, the process

Rl DFFXPXODWLQJ ODQG UHQW LV PRUH FRPSOH]
rent does not always coincides with its realisation, and

WKH 2QHJDWLYH UHVLGXDO LQFRPH" IURP VFDUF}
does not mean the lack of rent. It means, however,

that the rent has been intercepted by other entities.

Nevertheless, it is possible to organise the process

of agricultural production so that the rents valued

by the market were fully implemented. This is where

the role of institutions begins.

7KH SURFHVV RI WKH UHQW

FUHDWLRQ LV FRPSRVHG RI WZR VWDJHV3. Resaanch reaulisrandwiscaussion

it is possible to retain income in agriculture above
average after incurring all the intermediate inputs, and
in the second stage, the retained income compensates

3.1. Methods
To sum up, the new land rent concept underlines the
existence of three different production factors — labour,

IRU WKH RZQHG FDSLWDO DQG GHWHU Pang@,HNd dapitsl (e rog O EapitalLand labour as in

against the alternative cost 2. The landowner does not

incur any outlays to generate intrinsic utilities of land,
which, on the contrary, increase the value of agricultural
products (although the market does not valorise the scale
of the increase). In general, these services are related
with the natural cycle of vegetation of plants, renewability
of land resource (not subject to depreciation), and at
present, with more and more valued well-being of the
natural environment offering, inter alia, public goods.
Hence, a part of the agricultural production surplus results

the neoclassical approach). The basis for the empirical

YHUL,FDWLRQ RI WKH DERYH IRUPXODWHG K\SR
be a sectoral input-output analysis applied in the

input-output tables. In the analysis, surplus is built by

cutting off intermediate consumption, employment

costs, and net taxes from the global production.

7KH SRLQW LV WR tha Rty UtRe expected

productivity of inputs and capital resource productivity

are higher in agriculture in relation with other

spheres of food economy. Theoretically, it results from

IURP DERYH DYHUDJH (QDQFLDO SURGXFRh lfact thet tbeQri@arketUrhicbhantisivi fails to valuate

the rent substance, i.e. the residual income from the
capital employed in agriculture. It should be capitalised
as perpetual rent in the market prices of agricultural land

some services of land and a farmer’s family labour.
In the analysis of the inputs and capital resource
SURGXFWLYLW\ FRHI¢(FLHQWY WKH DXWKRU XVH

2 .LWKLQ WKLV PHDQLQJ WKH DOWHUQDWLYH FRRWFD\S MAKHODLYGH WIKIHH BIUR.&W D BIXQUIDM\ HQYLUR

3 Assuming optimal production scale and structure, and their relation with asse ts. Hence, the thesis can only be
SURYHQ RQ WKH VHFWRUDO OHYHO DVVXPLQJ MWKDW WRWHQWUDOHFRRHJ EEHQPAW YV
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Fig. 1. Dynamics of the capital input productivity in agricultur e and its environment in 1995-2009
including subsidies from the CAP (in PLN/1 PLN of inpu t)
surplus calculation equation as in the input-output To prove the formulated hypothesis, the author
sectoral table 4. The analysis was conducted on the compared the productivity of capital inputs and capital
sectoral level (according to the sections and divisions resource in all the spheres of food economy. Thereafter,

Rl WKH 3ROLVK &ODVVL{FDWLRQ RI $FW the lawhor estinvated gvpotantiglwajuerof the land rent

WKH GDWD IURP WKH &HQWUDO 6WDWLVWbHan@ arereipg to glge adapledl assumptions. An

(8 BWDWLVWLFDO 21¢FH (XURVWDW D Q @dditigna westy thoughy decisie foyy ke truth of the
2UJDQLVDWLRQ IRU (FRQRPLF &R RSHUDWIRGFIBBRQWHHBRGBH®W LV YHUL(FDWLRQ ZKHW
2(&' B6XEVHTXHQWO\ WZR VWDJHV RI WRNMHsusteQopis Hasetpte vaiugofthe rents capitalised

were distinguished: transformation of capital inputs into LQ WKH PDUNHW SULFHV RI ODQG )XO¢,OO0OLQ
effects and remunerating the capital by the surplus. It ZRXOG QRW RQO\ FRQ¢{¢UP WKH YDOLGLW\ RI W
results in a methodological distinction between outlays of EXW LW ZRXOG DOVR SURYH WKH LQIRUPDWLYH
production factors and resources. The capital inputs were DJULFXOWXUDO ODQG PDUNHW &J\JHZVNL
GH¢QHG DV WUXO\ LQFXUUHG FRVWV RI D SoREBOWSBREEFRNWHRQVZR FRHI(CFLHQWY ZHU

in a particular year (without depreciation). Whereas, &J\JHZVNL
WKH UHVRXUFHVY GHWHUPLQH WKH VL]H RI SURGXFWLRQ IDFWRUV

available to the production structures in a particular gross operational surplus
&53 LQ 3/1 3/1 RI UHKVWRXU+H

sector. Therefore, the outlays include intermediate QHW ¢[HG DVVHWV' 'FDVK
consumption, employment costs (except own labour),
and net taxes. The capital resource is the value of net $V LQGLFDWHG HDUOLHU WKH &53 &DSLV

¢[HG DVVHWY SOXV WKH YDOXH RI FXUUH @MduetiViy)H ¥éxelofsDonKthe basis of the relation
$W WKH ¢UVW VWDJH RI FUHDWLQJ WoKtheek HiWglobad EpfobiRtRrir Hand  inputs, which

the amount of incurred capital inputs is subject to determines the level of the operating surplus. Therefore,
transformation into an effect of the global production. At the primary source of land rent is a relation between the
the second stage, the global production surplus over the global production and the intermediate consumption. Itis
incurred inputs pays for the capital and own labour of the H[SUHVVHG E\ WKH VHFRQG FRHI,(FLHQW * WKH
entrepreneur, and determines the surplus rate. BURGXFWLYLW\ FRHI¢FLHQW &,3
global production

&,3 LQ 3/1 3/1 RILOSXW )

intermediate consumption in the purchaser’s prices + employment costs + net taxes from producers

4 LWKLQ WKLV PHDQLQJ WKH DOWHUQDWLYH FRR WFD\8 W\KDBHODLYGH WIKIHH [BILUR.FW D BIXQIDAD\ HQ Y |
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Fig. 2. Dynamics of the capital resource productivity in agricultu

re and its environment in

1995-2009 including subsidies from the CAP (in PLN/1 PLN of res ource)

The author polemicises with an interpretation that
the source of higher capital productivity (and economic
rents) in agriculture in Poland is mainly the unpaid
own labour of a farmer. It was found that the decrease
of the labour input in agriculture did not necessarily
have to indicate a fall of capital productivity. Economic
rents develop as a result of the market valuation of
capital and its expected rates of return, and not
as a result of the own labour of a farmer, which is
paid residually and not by the market of production
factors.

3.2. Capital inputs productivity

The literature on the subject presents a well-known
phenomenon of more effective transformation of inputs
in the global production in agriculture compared with

This conclusion remains unchanged if one excludes
the subsidies for agricultural producers from the
analysis - the advantage of this sector over the
rest of economy diminishes, although, it remains
VLIQL{FDQW 3/1 SHU LQSXW XQLW YHUVXV 2
in the Sphere | in 2009). As substantiated before, this
difference results from the unpaid services of the land
factor and partly the labour of farmers, although the
second premise stands on a weaker theoretical ground.
:KDW LV SX]]OLQJ WKHVH DUH VLIQL¢{FDQW GU
outlay productivity in the phases of the slump of the
economy (years 1999, 2008) and the increases in better
HFRQRPLF VLWXDWLRQ ,W LV DOVR GLI¢FXOW WR H|
the land factor utility, which according to the assumptions
constitutes a premise of the above productivity.
7KHUHIRUH WKH IDFWRUV MXVWLI\LQJ WKH AXFW X

WKH RWKHU IRRG HFRQRP\ VSKHUHV 3R Fhennal cherrgsrepnegtrwith the price mechanisms.

.DPLQVND *UJHODN

$V H[SHFWHG WKH DQDO\VLV RI

SURGXFWLYLW\ UHSUHVHQWHG

To put it simply, they convey the process of widening and

W K Hnagrouing efLtimeqoricR Xap.OAbticipating the facts, one
W K Ean sgy tBat itfFtRgicicasse is @arception of rents by the

(TXDWLRQ FRQ¢:;UPV DQ DGYDQWDJH R enignnrertof\agricuiureir the periods of weak market

in the long term, remains on a similar level of approx.
20% higher productivity (PLN 1.61 per input unit against
PLN 1.34 in the Sphere Il in 2009). However, it is subject

DQG WKH RSSRVLWH ARZV LQWR DJULFXOWXUH LQ
its strengthening.

WR F\FOLFDO AXFWXDWLRQ FRPSOLDQW 2.BWiapitalkeésoBrrRexproddctiRity W K H

EXVLQHVV F\FOH LQ DJULFXOWXUH

(Figure 1).
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*R U] H QAD hore= keffe@ive transformation of inputs into

effects translated, as expected, into higher productivity
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of the capital in agriculture (Equation 1). Taking into for agricultural products and services are developed
consideration the fact that the analysis is being conducted globally. Therefore, there is no reason to obey the

in average values (treated as expected values), a large environmental order only locally or regionally, and

and increasing advantage of the agricultural sector invest in it, if one already possesses some comparative

over the rest of food economy in this scope is visible advantages concerning the quality of agricultural

(Figure 2). The surplus productivity of capital amounted SURGXFWV W LV QRW VXI¢FLHQW WR SD\ WKl
to PLN 0.03 in 1995 and to PLN 0.70 per resource UHQW" + LW LV EHWWHU WR FDSLWDOLVH L
unit in 2009. Therefore, the advantage of productivity needs to remember that sooner or later each rent

increased from 9% to almost 137%. Subtraction vanishes and becomes an element of costs. Therefore,

of subsidies reduces the advantage (difference) to its occurrence should be used to introduce structural

PLN 0.55 in 2009. However, it changes neither the changes.

increasing tendency nor the conclusions.

1RW VR PXFK WKH DEVROXWH VL]H %YbliX&g%yG\QDPLF
growth of the agriculture advantage over the environment L 6ZLQQHQ )0
LQ WHUPV RI SUR;WDELOLW\ RI WKH SURGJXF\é‘ULf EDQ/VH%NV P%?U LVH

. - . . Markets and the "Common Agricultural
a doubt conce.rnllng the Qata crteblIlty. The.jump |_n 2002 Policy % UXVVHOV &HQWUH IRU (XURSHDQ 3RO
(the year of crisis in agriculture in Poland) is particularly

p

SX]]OLQJ 7KH QH[W MXPS LQ PD\ SDU%:joP LeHG
H RPPR
ZLWK SUR HI(FLHQW FKDQJHV RI VWUXF 1V PQIJUI%-'F 0 Wyzo?s anz he &
(ODQFHG ZLWK WKH SUH DFFHVVLRQ IXQG gBEés {h%ﬁ

nterests of the ish Agnculture (.2120,67%
implementation of the stipulations in the 2000 Agenda Issue 1, pp. 9-36
in Poland. 3. &]\]JHZVNL % 3URGXNW\ZQRVF ]DVR

In other words, potential utilities of well-being of
the natural environment were recognised and direct
payments were introduced, which resulted in dynamic
increase of land prices. Nota bene, capitalising the

5HQW\ HNRQRPLF]QH
VXEVLGLHVY LQ ODQG SULFHV LV D SKHQR QK% L? ISL%DWLRZQHM 7 3RQOVFH]Q'D
FXUUHQW VLPSOL¢{HG VI\VWHP RI GLUHFW S 3 }J '
gs':‘ti; ( Ssir']n?ée P':r?eriaéTr?grtrweSCh)em?eseZ{t :: ;:fsts(;s Eurostat (2000 2007) Supply and Use Tables at Ba-
y 9 Y P sic Prices, Including a Transformation into Purchas-

the old EU-15 Member States, the introduction of area

w rolnictwie w Polsce wobec paradygmatu
JURZQRZD]RQHJR UR]JZRMX 6WXGLD (NRQF
Issue 2 (LXXIII) pp. 165-188.

SD\PHQWV KDV DQ LQVLJQL:LFDQW LQAXHQFI—?rSRPr'Cﬁ?rgoo 52}9075%6\7'%9(1 hitp://epp.euro-
agricultural land 5. stat .europa.eu/portal page/portal/esa95 sup-
ply_use_input_tables/data/workbooks.
6. Falkowski, J. (2010). Wielofunkcyjnosc  rolnictwa

4. Conclusions jako przedmiot analizy ekonomiczne;j. In: J. Wilkin

7KH DERYH SUHVHQWHG GDWD FRQ¢ URed)W KWelofimRdyj@osc rolnictwa. Kierunki badan,
hypothesis of proposed new land rent concept. To podstawy metodologiczne i implikacje praktyczne.
sum up, capital productivity in agriculture is an :DUV]DZD ,QVW\WXW 5R]JZRMX :VL L 5ROQLFW
important premise of the realisation of the sustainable Akademii Nauk, pp. 53-58.
development guidelines. However, the assumption that 7. *RUJHODN ( =LPQ\ = .RQLXQNW
SWKH KLIJKHU SURGXFWLYLW\ WKH EHWWHU " 2V DRELQLVMWPZI GIL ¢, F DNVAIRWW D O ,QVW\W X\
of the issue. Occurrence of the rent of the capital *RVSRGDUF]HJR 6*+ Z :DUV]DZLH 5HWUL
invested in agriculture, which is not connected with http://www.sgh.waw.pl/  instytuty/irg/aktualnosci/

SH[SORLWDWLRQ  RI WKH ODERXU IDFWRU rdn@@d AGciésd 10.08.8MD JH V
Rl FRQVXPHUVY SUHIHUHQFHV WRZDUGW. WHHHODNWWEHLQDEOH=ZLD]NL UROQLFWZD ] U
FRQVXPSWLRQ " 7KH DQDO\VLV RI LQGH[HV SHU¥®BMNWIX& RFHQ\ ELODQVRZ SU]JH.

productivity in agriculture indicates such changes with PLHG]\JDOH]LR ZRderniki Naukowe SERIA ,

reference to food produced (not necessarily consumed) Vol. Xlll, Issue 1, pp. 135-139.

LQ 3RODQG VLQFH WKH 3VXVWDLQDELOLW¥8RBI FRQVXPSWLRQS5DFKXQHN SRGD]\ L
depends on the level of the economic development. Z\NRU]J\VWDQLD Z\URERZ L XV/XJ ]D ODWD
The surplus productivity of capital in agriculture creates :DUV]DZD

the land rent substance and establishes the prices 10. *86 D 5RF]JQLN VWDW\VW\F]Q\
of farmland. It does not, however, remunerate the land UROQLFWZD L REV]DURZ ZLHMVNLFK ]D ODW
factor on the conditions of disparity in the farmer's :DUV]DZD

labour cost since it is consumed. Therefore, paradoxically 11. GUS (1996-2010b). Srodki trwale w gospodarce

rigid adherence to the principles of the sustainable QDURGRZHM ]D ODWD :DUV]DZD
development (i.e. maintaining Single Area Payment 12. *86 F 5RF]QLN VWDW\VW\F]Q\ SU]JHP\

Scheme LQ WKH &$3 SHUVSHFWLYH DIWHU ]D ODWDQRW
HQWLUHO\ UDWLRQDO &J\]HZVNL 6 W H SIB.HGUS (1996-20)@dIR FRachunki narodowe wedlug

the point of view of economic and social order, it sektorow i podsektorow instytucjonalnych (rachunek
seems that accumulation of capital in agriculture is NDSLWDORZ\ F GDQH ]D ODWD
more desired, provided that it does not disrupt the 14. GUS (2000-2009). Bank Danych Lokalnych, Wyna-
EU-wide environmental order. The models of demand JURG]HQLD

5 W UHVXOWHG IURP IXQFWLRQLQJ RI D SDUD O GHOP PWNH V& LR LID@W LIVIRHVP HQ WY QM R
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15. *86 BUJHFLHWQH PLHVLHF]QH Z\Q® 3o, HZDOIH Food Security in the Developing
w gospodarce narodowej w latach 1950-2011. &RXQWULHV ZLWKLQ WKH *OREDOLVDWLRQ
Retrieved: http://www.stat.gov.pl/gus/5840_1630_ Proceedings of the WK ,QWHUQDWLRQDO 6FLHQW|
PLK_HTML.htm. Conference on Economic Science for Rural
16. 2(&' /IDERXU 3URGXFWLYLW\ *DBR&Mprient .Jelgava, Latvia, pp. 288-293.
in the Total Economy. Hours Worked for Total 19. 9DWQ $ 7TUDQVDFWLRQ &RVWYV D
Employment 1996-2010. Retrieved: http://stats. OXOWLIXQFWLRQDOLW\ &RQIHUHQFH 'LUHFW
oecd.org. Food, Agriculture and Fisheries Workshop on
17. 3RF]WD : OURZF]J\QVND .DPLQVND $  Multifunctionality. Paris, 2-3 July 2001, Retrieved:
7ZRUJHQLH L UR]JG\WSRQRZDQLH SURG X NHEtM/Iwwl.BeDdDHM datBoecd/27/36/37633999.
WOH JZLDIJNRZ ] JRVSRGDUNRocf@ikiUR G R 20f. Access: 13.03.2012.
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SZCZECIN AS A TOURIST DESTINATION — USE OF ACCOMMODAT ION
FACILITIES AND SUGGESTIONS FOR SUSTAINABLE DEVELOPMENT

Joanna Hernik %, PhD
)DFXOW\ Rl (FRQRPLFV :HVW 3RPHUDQLDQ 8QLYHUVQWBRODBBKQRORJI\ LQ 6]F]

Abstract.  The sustainable development is usually discussed in the aspect of future life on Earth and next generations’
existence. However, in regards to cities that are also important for loca | development, the correlations and balance
between culture, economy, and environment should be considered. In this paper, a matter of city functioning as a

WRXULVW GHVWLQDWLRQ LQ DQ DVSHFW RI VWDWKRGIKWLDYLGDWRERWQY RG WRMXHMHNQW HE
VKRZV QRW RQO\ WKH FXUUHQW XWLOL]DWLRQ RI DFFRAPRCGDBEAXWRQDODYRIDQWUKBFPWNY HS &
directions of city tourism development. It was stressed that city authorities shou Id initiate such actions that would

lead to a higher level of development through better use of existing re sources. It means a proper usage of existing
LQIUDVWUXFWXUH PRUH FORVHO\ FRQQHFWLQJ ZLVOKHYDBEWYDRUU B QR KHLUG HRK WD R G W/KSHH FKLLI
ORUHRYHU VXFK DFWLYLWLHV ZRXOG ¢W LQWR WKH LGHD RI VXVWDLQDEOH GHYHORSPHC
Key words : cities, development of tourism, local management, needs of visitors, tou rism infrastructure.

JEL code :R58, M38

Introduction strengthen the attractiveness of those cities, as the
The currently established idea of sustainable above mentioned document proposes, the transport and
development for the most part is derived from pro- accessibility, admission to services (also cultural), widely
ecological (environmentally friendly) behaviours, the understood infrastructure and natural environment are
state of natural environment, and adequate use of the to be taken into consideration. Therefore, in this article
UHVRXUFHVY OLENLHZLF] 7KH GLVF X vibepatherslioqyssesia theristiaat a sustainable tourism
is in the aspect of further existence on Earth, considering can enhance development of city tourism using more
IXO¢00LQJ WKH QHHGV RI WKH KXPDQ L weffegtivelypexisting yesomegs. Zhe gupporting theses
not inhibit the ability of future generations’ existence. that are proposed say that 1) cities do not need more
However, it is important to remember that the balanced infrastructure connected with accommodation; 2) there
development is not to be reserved to only farmlands or are existing natural resources that are not used to
countryside. Because of very wide variety of areas where develop tourist attractiveness of the city. .
people reside, there is a need to consciously shape the ‘LILTHUHQW DWWUDFWLRQV LQAXHQFH WKH
relations between the economic development, the state of the given territory- those natural related to climate

Rl WKH QDWXUDO HQYLURQPHQW DV zHOB®BQEVHPWKIYH VO ZAIENPH PW VP UWLEFLDO RQHV
created by a man, and the quality of life of population human activity. In this paper, a matter of city functioning

OLYLQJ LQ DUHDV RI GLIIHUHQW QDW X UH 3@ (194#ig§ \#estngtipp {s discussed in the aspect of

For that reason, the role of cities in the development of VW_D H D Q'G XWLOL]DWL R Q R I WRXULVW LQIL
particular areas is important to mention; areas leading the infrastructure is understood as a various kinds of

WR WKH HFRQRPLF JURZWK &XUUHQW GRecty and Qusst, (Rephies gasigngd to serve guests

development is described in the aspects of integration visiting the given region. Therefore, the tourist facilities,

of ecological, social, economical, spatial, and institutional accommodations with food courts (restaurants), and

order. In regards to the cities, the correlations and cultural objects are to be considered. The main subject

balance between culture, economy, and environment RI' WKLV DUWLFOH LV DFFRPPRGDWLRQV DYDLO

VKRXOG EH GLVFXVVHG 6NRWDUF]DN discyssed in the aspect of sustainable development of
The regional politics of the European Union initially tourism. . .
GLG ORW DSSUHFLDWH WKH VLIQL:FDOQFH R PHAKUFCESH (NP Panesweee pafhered by desk

in the year 2006, the document titled Politics of Cohesion research method along with records obtained from the

and Cites ZDV LVVXHG ZKLFK HPSKDVL]HV WEHFW BVRYEYWLF 21¢FH LQ 3RODQRG *86  WKH
. . . R1 6]F]JHFL DQG 7RXULVP ,QVWLWXWH 3UHVH
growth is sustainable, when there are available resources

GHVLJQDWHG WR PLQLPL]H SRYHUW\ VRF\{_%%ZﬁCY\{_QﬂgH\(/\PLVH—%DBQ WLOLJDWLRQ RI WRXU
. . . . LQIUDVWUXFWXUH R1 6] HFLQ EHLQJD SDUW RI
problems in sphere of environment protection, directed

both to countryside regions and cities. Those problems are (AItkorn,. 1955), which, in turn, a.llows fgr directing ways
— i of sustainable development of city tourism.

closely related to functioning of the cities, where, on the

one hand, the majority of the employment exists, and on

the other hand, there is an imbalance between particular Szczecin as a tourist destination

social groups, or differences in spatial development. '"HHS HFRQRP\ FULVLV LQ ODVW \HDUV LQAXH
Today, certain cities face variety of challenges. To tourism branch. However, according to the data from
1&RUUHVSRQGLQJ DXWKRU 7HO ID[

E-mail address -RDQQD +HUQLN#]XW HGX SO
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300000 320000 340000 360000 380000 400000
tourists visiting Szczecin
6RXUFH DXWKRUYfVY HODERUDWLRQ EDVHG RQ BWBWQ\GDMWL 21,FH RI 6]
Fig. 1. Accommodations provided for tourists visiting Szczecin in years 2006-2011
Table 1
Number of accommodations in Szczecin in respect to the k ind of facility (2006-2011)
2006 2007 2008 2009 2010 2011
All facilities 43 46 12 42 51 47
Hotels 17 18 18 19 19 19
Other accommodations 13 15 13 12 14 12
School youth shelters 4 4 4 4 4 2
Educational/recreational centres 0 0 0 0 0 1
Hostels - - - 0 1 1
Tourists cottages centres 1 1 1 1 1 1
&DPSVLWHYV 1 1 1 1
&DPSVLWH ¢HOGV 0 0 0 0 0 1
8QFODVVL{HG DFFRPPRGDWLRBV 7 5 11 9

6RXUFH DXWKRUfV HODERUDWLRQ EDVHG RQ 6WBMQL BGWMWALY 21,FH LQ 6]F

Institute of Tourism, in the years 2011 and 2012, there
was an increase in the number of incoming tourists.
However, comparing the year 2010 and 2011, there is a
noticeable 5% increase in the number of accommodations
served to tourists (www.mrr.gov.pl). Statistic data also
claim that 19% of all tourists visit Poland for tourism
purposes, while 18 % are those who come to visit family
and friends; 25 % - for business reasons, and 10% as
shopping visitors. The average length of foreign tourists
stay in Poland is 4 days; in particular, this trend applies
to guests from Germany. The longest stay in our country
is amongst those arriving from overseas, like the USA
or Australia (average 12 days). 2-day stays are more

6]FIHFLQ DV WKH WKLUG LQ UHVSHFW WR DUHD D!
UHVSHFW WR SRSXODWLRQ FLWL]JHQV FLW\ L
an economic, tourist, and educational centre of the region.
Located 65 km in straight line from the Baltic Sea and

NP IURP %HUOLQ IRU WRXULVWYV 6]FJHFLQ LV I
with leisure by the seaside, and for international tourists,
for example German or Scandinavian, often is perceived
as an attractive destination for less expensive shopping
and as a business destination. In the year 2011, the
number of tourists was almost as large as the number or
FLWL]IHQV RYHU JXHVWV FDPH IRU WRXULVP S
Wherein it is necessary to clarify that a tourist is a person
that used at least one night stay, whereas a person that

FKDUDFWHULVWLF IRU FLWL]JHQV RI FRXQ Wbkk hhat SidyNitd HotelVof LikewiBeHaoddromxodation is

or Ukraine (www. intur.com.pl).

6]FIHFLQ LV DQ H[DPSOH RI FLW\ FRPPXQGAMPHQRKNLRIQ UHIMMRXULVW WUDI¢F

to a typology of Polish communities as rural communities,
where no locations with status of a city exist, rural-city
communities, and city communities. According to this
division there are 306 city communities in Poland, that
is about 12% of all administrative units (Bogdanov).

80

referred to as a visitor. According to the GUS data, the
WKDW WRRN SOI
in years 2006-2011, was rather unstable (Figure 1).
In the year 2011, however (after long declines), increase
in the overall number of tourists (people staying in
the city at least 1 night) was noticed, which was
higher than the best in the studied period year 2007
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Fig. 2. Places of accommodation in Szczecin in years 2006-2011
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Fig. 3. The scale of use of accommodation establishments in Szczeci

(respectively, 376 021 and 375 637 people). After few
years of decrease, the number of international tourists

YLVLWLQJ 6]FJHFLQ KDV DOVR JURZQ

number came to more than 132 000 people.

In 2011, 19 hotels, 12 other accommodation facilities

as well as shelters and campsites were offered at tourists

DUULYLQJ WR 6]FJHFLQ GLVSRVDO
there were objects of category 3-stars mainly (6); also
the origination of a hostel is worth to notice.

When analysing the accommodation infrastructure,
one ought to pay attention not only to the number of
facilities in the above categories, but also to their capacity

WKH QXPEHU RI DYDLODEOH EHGV
were 6 394 places of accommodation, which accounts
for 98% in comparison with spaces available in the year
2010 (Figure 2).

In the studied period, there is a noticeable drop in the
number of guests in touristaccommodations, which points
to conclusion, that on the one hand, there is a growth in
the number of tourists, but on the other hand, there is an
increase in the number of accommodation as well, which
results in disadvantageous tendency of accommodation

Economic Science for Rural Development
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WKH GDMLY \WEFX L2 HBHIURP6 BAWHF L Q

n (in percentage)

use. Itis worth of noticing that overall indicator of unused
accommodation comes to 65% (Figure 3).
+ LQ WiheHveki@ibh of accéviiddation use in particular
DUHDV LQ D VLIJQL,FDQW DVSHFW WKDW VWLSX
arrivals. Of course, summer holiday season traditionally is
a travel time, but even in that period the accommodation
7D E O Hpotentid RsRi [AkgeV nird & HrD3éd. The best month
is August (places are used in avg. 47%), the worst —
January (use on the level of avg. 24%).
,QVXI¢(FLHQW H[SORLWDWLRQ RI
explained in part by negative dynamics of foreign tourism
LQ 6]FJHFLQ LQ SULRU \HDUV ,I UHIHUULQJ WR
ad @16(0%,] tHénLup UNtK tHeJyear 2010 one notices a
drop in the number of international tourists and with
a slightly better indicator in the year 2011 (Figure 4).
However, low number of international tourists seems
to be compensated by national visitors, hence - as
mentioned — overall dynamics of tourist arrival today do
not show so pronounced go down tendencies.
Interesting tendency here is a variety of tourists
DUULYLQJ WR 6]F]JHFLQ LQ UHJDUGV WR QDWLF
of observed decrease in the number of visiting tourists

WRXULVW
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Fig. 4. Dynamics of overall tourist arrivals and foreign tourist ar rivals to
Szczecin in years 2006-2011 (2006=100)
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Fig. 5. Foreign tourists who visited Szczecin in 2011,
divided by a country (as a percentage of all tourists)

in course of prior years, still a prevailing number
of international guests are Germans — in 2011, the
number was almost 58 thousand, which accounts for on
average 44% of overall international tourists. Second
place is taken by guests from Denmark — slightly over
WKRXVDQG
Sweden in the number of almost 7 thousand (5.26%).
In 2011, clearly noticeable was the increase of tourists
from Finland, which could have been the result of

of numbers corresponding to the length of stay might
EH FDXVHG E\ WUHDWLQJ 6]FJHFLQ DV D WUDQVLW
way to Scandinavia or Germany, for example), and for
that reason not as a target destination, or also treating
6]F]JHFLQ DV D VKRSSLQJ VSRW DQG WKXV QRW FR(

DQG WKH WKLUG VS Raplace ferlange] stayv R |

Discussion
Tourism occurs when people are voluntarily

(XURSHDQ &KDPSLRQVKLS LQ 6ZLPPLQJ yiRhREPp RV N KBWYKRXW H[WHUQDO SUHVVXUH

WLPH LQ 6]FIJHFLQ LQ 'HFHPEHU
were 266 guests in 2011. The above topic is illustrated
in Figure 5.

In 2011, an average length of stay in registered

) UR Birdddol W—d%si&\‘néﬁib'rp fherefore, tourism industry is

social-economical phenomena manifested by physical,
periodical, and spatial relocation of visitors from their
permanent residence. The basis for those relocations

DFFRPPRGDWLRQ IDFLOLWLHV LQ 6]F]HFL Ghnéfas/in need®, IwMick BreGHe \essence of the tourism.

Polish tourists spent 1.94 of the day in the city, whereas
IRUHLJQ WRXULVWYV
year 2010, it can be noticed, that the average length
was affected by minimal decrease, especially duration
of the stay by national tourists (from 2.11 in 2010 to

1.94 in 2011) was shortened. An average stay of foreign
tourists was somewhat on similar level. Dropping values

82

Varieties of tourism, together with development of

&RPSDULQJ WRijtdV tvétufeRdd D uldergty Reoidfalt  transformations,

for example, increasingly it is said about business,
congressional, motivational or religious relocation, etc.
Dynamics and development of tourism movement depend
on many factors and are closely connected with social-
economical changes, together with geographical location
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and tourist infrastructure, and — as it was mentioned —
with accommodation facilities and transportation.
Regardless of the improving situation of the tourism
branch, growth of the prices and moods in Europe may
hinder the arrivals of international tourists, which are
becoming more frugal on the one hand, and on the other
hand — are expecting better value than before. In case of
guests from Germany, negative impact on arrivals is also
caused by lack of boarder region development strategy
on Polish side encompassing West Pomerania Region
and Meklemburg - Vorne-Vorpommern and Brandenburg
(poorly developed rail and road infrastructure, lack of
common diplomatic posts that have been planned for
many years). Moreover, it ought to be mentioned that
Germans are intensively promoting their own internal

centres as well as places of accommodation, by spreading

information about what these city visitors are expecting.

Thanks to this, service providers will be able to change

their offer according to consumers’ expectations. Such

VWXG\ RI WRXULVWVY QHHGVY UHTXHVWHG E\ V
was conducted in the second half of the year 2012, and

it is to be expected that the results will be accessible to

LPSURYH WRXULVP GHYHORSPHQW &HUWDLQO\
the most interested in this problem, like hotels, should

conduct studies on the needs of tourists. That could

VKRZ IRU H[DPSOH WKDW WKDQNV WR PRGL¢H(
tourists, instead of coming only for business purposes,

will travel with families and stay longer, because they

found something interesting. It could apply to tourists

from west side of Polish border who less often arrive

WRXULVP = *HUPDQ &HQWUH RI 7RXUL Vi viskpMcesGhat befdleDbdbhGed to Germany (prior

a ranking of 100 the best destinations in Germany
and made it available as a mobile phone application
(www.germany.travel). Thanks to that, German
tourists and the ones from outside Germany can be
currently informed about interesting events as well as
can collect information about tourist attractions. This

WR :RUOG :DU ,, 6]FJHFLQ EHORQJHG WR 7Kl
IHYHUWKHOHVYV *HUPDQ KLVWRU\ RI 6]F]HFLQ
be highlighted and connected with something for young
Germans, and not only for their grandfathers (Poria,
Airey, Butler, 2001). Based on the data of tourists’
UHTXLUHPHQWY FKDLQV RI RUJDQL]DWLRQV SU

FDQ LQAXHQFH WRXULVW DUULYDOV WRVHBRDLFHE FRXEGHERWHW XS OLNH WRXULQJ RGQ
DV ZHOO WR 6]F]JHFLQ 7R DWWUDFW W éMhiriel Witi PSR laB@END QoGrsel. b local culinary

another issue. Many people travel to the Baltic Sea

specialties course. Number of ideas here seems to be

NP IURP 6]F]JHFLQ KRZHYHU QRW PDQULPRWOWHWAP 3UHVHQ]D &LSROOLQD +R:

decide to stop at the city for couple of days. Situation could
be somewhat improved by more detailed information
about city attractions, but in the kind of information
that is easily accessible. Perhaps activities of local
authorities could be connected with existing already
possibilities, like access to information about the

actions must be initiated by city authorities, because the
majority of accommodations are family based operations,
the same very often applies to gastronomic facilities
(Zeher, 2011); that means that they are not prepared
to conduct a market study, frequently also they cannot
see possibilities in cooperation with different service

REMHFWV LQ WKH FLW\ E\ DQ DSSOLFDW pBv@ersN G&emidghX © Sopplealy” unrelated to their

accessible by mobile iPhones and other with Android

branch.

SODWIRUP KWWS ZVSROSUDFD ]QDQHQLH JiGsboQiéibSidted that B ighailinent of the city is its
WR WKDW WKH XVHU FRXOG ¢QG LQIR UlRcRotheriatiaDoEdRrdl ganerababsthetits. That refers

accommodation, gastronomic facilities, or historical
attractions; book online reservations as well as post
reviews about visited locations.

Thus, the question ought to be asked: what a city can
do, to attract tourists and make them stay longer. Seems
like there is a need to point few major courses of action:

1) more intensive promotion; 2) accommodation
offers according to needs; 3) improvement of city
aesthetics.

%LJ HYHQW LQ 6]F]JHFLQ
place in year 2007, attracted about 2 million guests
Z2ZZ V]FIHFLQ SO UHJDW\
few from abroad who decided to stay for a night using
available accommodations. That proves that there is still

7DOO 6KLS

as well to the spots like train terminals, bus stops, as to
areas surrounding tourist objects (like West Pomeranian
BULQFHVC &DVWOH 1IHJIOHFWHG VXUURXQGLQ
not renovated buildings cause repelling impression and
do not tend to re-arrivals. It appears that such issues
cannot be left without intervention, because it is a local
government that shapes the development of politics of
their region, encompassing development of tourism
(Malkowski, 2007; Hernik, 2011). It is worth mentioning
taDtheHsvippoit Kfsmall WuRimess (instead of the large
one, interfering in the natural resources) is a part of

\HW WK Ith¥ policy lefstistaiDable development. For that reason,

the city authority ought to support small and medium
WRXULVW EXVLQHVV VKRXOG RUJDQL]JH LQWHU

LQVXI¢FLHQW SURPRWLRQ DOWKRXJK L WdéhizQaaerikte EforivalidnGs Wek 8s\elprrofriate legal

does not exist. However, the promotion is provided by
diplomatic posts and often focuses on narrow groups of

regulations forcing responsible individuals to maintain

JRRG FLW\ LPDJH G6RFKHU &HUWDLQO\

UHFLSLHQWY OLNH WKHDWUH RU &KR S LQsitRetp\affdet the@ipetidnde & svarwtourist (Jauhari,

Nevertheless, mass events require mass information. It
seems that the fact that from the year 2006 the number

Sanjeev, 2010).
In practice, this means, for example, that the hotels

RI *HUPDQ JXHVWYV LV GURSSLQJ HYHQ WHORIX pdsseskFmidterlal® dbwut the city not only in

located 15 km from Polish-German border, should be
acknowledged as a defeat.

Thanks to modern technologies, tourists have
an access to many offers, which of course causes the
situation that if they decide to come, they are able to
select the best one. Therefore, the city authority should

VXSSRUW WRXULVW RUJDQL]DWLRQV
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English language, but also in German, Danish, Swedish,
or Finnish, since we host that kind of guests. Moreover,
WKH FLW\ VKRXOG RUJDQL]H LQWHUHVWLQJ D
outside the tourist season, and this could improve the
use of accommodations in winter months (as mentioned,
LQ -DQXDU\ WKH XVH LV &XUUHQWO\ DFFRI

FXORUWBO Z@Z WHAHHDWHRQLQ PRQWKY OLNH
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and Suggestions for Sustainable Develop ment
January no event takes place (beside Acustic Festival thesis, that despite the city character, variety of natural
taking place in January). Also in February the only attraction can be used to enrich an offer of a city as tourist

DWWUDFWLQJ KDSSHQLQJ LV &UD]\ 60LGHsHVYEHFFWQREO NGHHIRWY WR EH VXI¢FLHQWO\ GHPRQ
Anything - event gathering individuals building unusual
snow vehicles. Besides these ‘eplsodes, there are no Bibliography
events planned, hence, why tourist would want to travel tkor 95) i Tourlsm [Marketin
WR 6]F]JHFLQ" &HUWDLQO\ WKH VLWXDWLR tursﬁl EBW%/\?%EPT o 9
summer months, but it seems that still there is a lack of Y .
widely available information about what is happening. It 2. Bogdanov, D" (2010). The  Quality Of PUb“C
y . ppening. ,QIRUPDWLRQ LQ %XOOHWLQV RI 3ROLVK &R
could also be added, that the tourism offer of the city is . ) . ) . .
. . ; [Jakosc biuletynu informacji publicznej polskich
worth of supporting with the argument that 40% of its . . L
. ) gmin], T. Wawak (red.) [w] Communication and
surface enclose rivers, a bay and lakes. Owing to that, . S
. quality management [Komunikacja i jakosc w
water sports and beach enthusiasts could be encouraged . . ; .
) . . " zarzadzaniu] , Wyd. Uniwersytetu Jagiellonskiego,
to stay in the city that provides more opportunities for

interesting time spending in case of foul weather than Krakow, pp. 186.
9 pending I orfo . 3. *UL]DQV - 9DQDJIV - 3HUVSHFEWLYHV
a stay by the sea. For active tourists, information that

I Part hip in th
6]FJHFLQ LV VXUURXQGHG E\ WKUHH VSHFLY £e' aqg g Qf(; nDLaéngr;(')pi_:”EC;Man)RSPHQW
FDOOHG :NU]JDQVND %XNRZD *ROHQLRZVI\% (]?-

cience Tor Rural Development No. 23, pp. 63 — 69.
interesting as well, yet today none promotional material

mentions this fact. When proposing courses of action 4. THUQLN - SXEOLF SHODWLRQV RI WKH &
for sustainable de;/elopmers)t o?a cit?/ tourism, meaning RQ DQ ([DPSOH RI &KRFLZHO >3XEOLF UHODWLF

' LDV D LH PLDXeE#z KRFLZH
UDWLRQDO XVH RI DUWL¢(FLDO PDQ PDGI—\3 | B 5( OcSe]OWPoznanlu By & ce
UHVRXUFHV RQH RXJKW WR HPSKDVL]H WKD é Yé?%( ggv'ﬂé 9

HOHPHQWYV RI LQIUDVWUXFWXUH H[LVW KL FRX Sy Managin
&RQVHTXHQWO\ LW FDQ EH VDLG WKDW b HU |Rugegswwaoo boe
OHYHO RI GHYHORSPHQW 6]F]JHFLQ FXUUHQ d;
. ourlsm an ove iew, orI wide Hospitality and
larger number of hotels, museums, or gastronomic
S ) [ Tourism Themes , Vol. 2 Iss: 5, pp. 467 — 476.

facilities; it seems that the equilibrium between those . . .

) : 6. Malkowski, A. (2007). The Social-Economic
elements has been accomplished. Instead, the city needs ) .
. . . ) - Development of Eastern and Western Polish Frontier
interesting events targeting wide range of visitors and . ) .

. Regions, Economic Science for Rural Development

consumers; and these events should include green

and natural areas of the city. Besides, the city needs a No 12, pp. 192-196.
: ’ . F F KH ROH RI XVWDLQEL
UHYLWDOL]DWLRQ RI QHIJOHFWHG EXLOGL%JVOLRLJ\‘LN O(§°TX UWH ZJ 5SRO 6 Q
. ) ) TourisSm 'in 'th uropean Union Member States
Above that, it also needs a collaborative, integrated
. . . ) and the Green Lungs of Poland area [in:] Local
promotion for international tourists that would allow for

. . development - chosen factors of sustainable
better, more rational use of environmental and non- ) . .
development of Poland , West Pomeranian University
natural resources.

Rl 7THFKQRORJ\ LQ 6]F]JHFLQ )DFEXOW\ RI (FRQ

pp. 49-63.

Conclusions 8. 3RULD < $LUH\ ' %XWOHU 5 &KDOOHQJI

The article presents an attempt of connection the Present Approach to Heritage Tourism: Is tourism to
XWLOL]DWLRQ RI FLW\ DFFRPPRGDWLRQ L Qdritade/pateX Rfitage tdurigrhdV K Tourism Review,
assumptions of sustainable development. The objective Vol. 56 Iss: 1/2, pp. 51 — 53.
here is to present the quantitative status as well as the 9. 3UHVHQ]D $ &LSROOLQD O $QDO\WLQJ 7R
OHYHO RI XWLOL]DWLRQ RI DFFRPPRGDWLR Q StékeHolddrsVNdiorksQ 6 MedlismLReview , Vol. 65
in the aspect of tourism development and sustainable city Iss: 4, pp. 17 — 30.
growth. The result of conducted analysis highlights that 10. 6NRWDUF]DN 7 6XVWDLQDEOH 'HYHORS
6]FIHFLQ FRPPDQGYV XQXWLOL]J]HG DFFRPPRGDRQR@UHBBRXUV¥HWDY >5R]ZRM JURZQRZD]RQ\
the lowest rate of use is noted in January and February. DJORPHUDFMDFK PLHMVNLFK@ >LQ @ OLFNLE
For that reason, city authorities need to initiate actions OLFNLHZLF] % Sudthiriable local development.
that would lead to a higher level of development through Terms of regional and local development
better use of accessible recourses. These actions would [Zrownowazony rozwoj lokalny. Warunki rozwoju
inscribe in the idea of sustainable or supporting economic regionalnegoilokalnegp @ 6WRZDUJ\W]JHQLH 1DXNRZH
growth, existence. Therefore, the articles proposes Instytut Gospodarki i Rynku, Zachodniopomorski

SRVVLELOLWLHY KRZ WR RUJDQL]H LQWHUHVSQLZHHVYHWONW THFEDRWRULF]Q\ SS
PRQWKY LQWHQVLI\ UHYLWDOL]DWLRQ R I11Q HakfeH R\V2AG3). RVEAM & & theVTabk@ @ the State

improvement of city aesthetics as well wider available in Providing the Framework for Tourism?, Tourism
information about opportunities of interesting ways for Review , Vol. 56 Iss: 1/2, pp. 57 — 60.

spending time. The stated in the beginning thesis that a 12. Zehrer, A. (2011). Knowledge Management in
sustainable tourism can enhance the development of city Tourism — the Application of Grant's Knowledge
tourism appears to be proved. The supporting thesis that Management Model to Austrian Tourism
urban areas do not need more infrastructure connected 2UJDQL]DWTRr@ Review , Vol. 66 Iss: 3,
with accommodation is also substantiated. Finally, the pp. 50 — 64.
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EU FUNDS FINANCING FOR MEMBER STATES

Liga Jankova !, Droec.
Riga Teacher Training and Educational Management Academy

Abstract.  Facilitation of regional development has been applied in most of the EU Member States since the 50s of the

20" century, and it is based on the regional policy. With the help of re gional policy, the EU corrects the free market

to allocate resources from prosperous to poorer territories. The aim of these m easures is to enhance underdeveloped

regions and to improve the socio-economic conditions in them. The EU funds are a tool for implementing regional

policy: applying of enhancing investment introduction methods can ensu re the growth of particular industries of the

state and its regions.

JURP WKH (8 OHPEHU 6WDWHYV XVH VLIQL;FDQW R QPS® YHHY RWKIHFMR PLRDHWF RQRPLF L
of the Member States. Economic and social inequality among the Member States has increased due to the expansion

RI WKH (XURSHDQ UHJLRQ LQ EHFDXVH WKH QAR QWO E oW b ® B MHM VW EKGILOHYHO DWWD
OHPEHU 6WDWHV (FRQRPLF DQG VRFLDO GLIITHUHQFHMWLQRWKWKUWHH (& RRYGCGIVUW R/ FIUHDQWHE E
changes in the development of the Member States, an equal distribution of funds among them is necessary. The EU

Member States that accessed to the EU in 2004 and 2007 have not coordinate d the development priorities with the

JRDOV GHWHUPLQHG E\ WKH XVH RI ¢QDQFLQJ RI VWU X\FRMUFU DRQIW Q G & XBAHFRDX RIH WVHKHH |ORYQH
not been evaluated, but short-term problems are solved.

7KH JRDO Rl WKH UHVHDUFK LV WR FRPSDUH WKH SQDKHOBIBPEHUX QWD W IDW @FL® WKE® LU J
GLITHUHQW SHULRGV 7KH (8 IXQGV ¢QDQFLQJ WR WWK OHPEDBDV BYDOWWMNWGC WHEHFDXYH ANKLV
year when a new EU funds acquisition period started.

Keywords: IXQGV ¢QDQFLQJ GLVWULEXWLRQ RI (QDQFLQJ WR 0SRSEKODAMMIRQHY *'3 QXPEH
JEL code: 047, 052

Introduction research offer a solution — cooperation. P. Kobus (2010)
According to  Eurostat data, at the beginning of has researched grain crops in the EU Member States and
2010 there were 501 min inhabitants in the region of KDV FRQFOXGHG WKDW WKH (8 IXQGV ¢(¢QDQFL(
the EU-27 Member States. Member States receive States has facilitated increase of crops over the period
(QDQFLDO VXSSRUW DFFRUGLQJ WR FRQY K61+ 2908+ TheHmoxt ifayeyrblayohapges in the yield
The impact of the EU funds on various development indicators were observed in Ireland, Denmark, Belgium,
indicators of the Member States has been researched France, Germany, the Netherlands, and the United
by theoreticians and practitioners of economics in the .LQJGRP &\SUXV *UHHFH 3RUWXJDO 6SDLQ
EU states, evaluating the contribution of the funds as Latvia, and Rumania demonstrate the lowest harvests.
well as stating different problems that have appeared P. Kobus relates the favourable changes to the
during the funds acquisition process. dependence of the crops on various factors: better
S. Rynck, P. McAleavey (2001) emphasise not WHFKQRORJ\  QHZ VRUWYV KLJK TXDOLW\ Ik
following the solidarity principle in allocating funds. SURWHFWLRQ PHDQV HWF 7KH GLVWULEXWLRC(
OHPEHU 6WDWHYVY WKDW KDYH LQYHVWH G ofvthe) B stmeumaivurds retweew e Member States
of money in the common EU budget are willing to and their impact in different industries have been
receive them back with the help of the funds, not taking researched by I. Vaidere (2010) who has evaluated the
into consideration the convergence principles. When perspectives of the common gricultural policy in Latvia

DQDO\WLQJ WKH EHQH/{WV RI 3RODQG ZKH @ndthe Mamber(blatesRam K HHajte (2010) who has
DQG XVLQJ WKH (8 IXQGV $ OLFNLHZLF] rQ®UA ¢ BIGF \KIZ LFRFSRUWXQLWLHYV IRU VXVWDLC

(2010) conclude that along with the use of the EU funds LQ 5HJHNQH FLW\ RI /DWJDOH UHJILRQ WKURX
in agriculture, farmers’ income has increased, a positive WKH (8 IXQGV ¢(QDQFLQJ 7KH LPSDFW RI WKH (
impact on the labour market has been observed, creating DQG &RKHVLRQ )XQGV RQ WKH HFRQRPLFV RI
new work places and creating favourable development EHHQ DQDO\WHG E\ 9 7HWHUH EXW 6 &L
in the other industries. In the period of 2003 — 2007, I. Latviete (2010) have compared the opportunities
the export of Polish agricultural production increased by offered by the EU in the use of structural funds in Latvia
230%, but the import — by 125%; in 2000 — 2008, the DQG ,UHODQG &RPSDULQJ WKH EHQH¢{;WV RI I
revenues in agriculture increased by 90%. The use of States, the authors conclude that a large difference in the
IXQGV KDV FDXVHG D VLIQL¢{FDQW ARZ RIHRRQRPLFHIQWR ZWKLRKWKH ODUJHVW EHQH{FLDL
fastened modernisation of rural farms, yet the small be clearly observed, e.g. the development level of Greece
area rural farms, where the cultivated land is 35 ha, are does not approve the expectations placed on the positive
QRW EHQH{FLDO IRU SURGXFWLRQ DV DolgditeEYWNdR andriaké td candiutie that seemingly
viability of small farms is endangered. The authors of the free of charge money does not automatically provide a

1 & RUUHV SR Q G L QarniaiX iafaRkdva@inbox.Iv
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Fig.1. Average indicators of the EU Member States groups in 2000, 2004, 2007, 2009, and 2011

IDVWHU HFRQRPLF JURZWK ,Q ,UHODQG Z200%2010in geODM@Mbef Btated, fBrithe comparison,
WKH (8 IXQGV (QDQFLQJ + DSSUR[LPDWH @he &Qdi gwiupeditie Membey States by their similar
allocated to human resources development projects. characteristics — the EU 27 (all EU Member States), the
Other countries allocated less than one fourth of the EU 15 (Member States that were in the EU until 2004
funding to this priority, instead emphasising investment RU WKH 3ROG" OHPEHU 6WDWHYV
in the physical infrastructure. States that accessed to the EU in 2004 and 2007). The
5HVHDUFKHUV KDYH HPSKDVL]HG WKH aRRyL\EDR G 8lIRNd Yydoss Was calculated irrespective
problems of the EU Member States that should be solved of the time the Member State accessed to the EU. The
by the EU funds to create favourable changes in the mutual comparison of the average GDP indicators of the
GHYHORSPHQW RI WKH OHPEHU 6WDWHYV gréup¥ aibQéd: defeiingStRe)different development
of the problems relate to an equal distribution of funds levels of the Member States. The analysed periods are
among the Member States, to incomplete development related to the use of the EU funds in the Member States.
SROLFLHV SURGXFWLRQ HI¢FLHQF\ DQG Fihé Bielalfé \GBP Mlitdtof ihPteHplriod 2000 — 2011
States to acquire the funds, to the development priorities GLIIHU VLJQL,FDQWO\ DPRQJ WKH OHPEHU 6WDW
determined by the Member States, and internal forms (Figure 1).
of cooperation between enterprises and institutions. The &RPSDULQJ WKH *'3 LQGLFDWRUV RI WKH JURXS\
most typical problems of the Member States are: changes of the indicators, the following conclusions can
development levels among the EU Member States be made based on the information presented in Figure 1:

DUH VLIQL¢,¢FDQW WKH (8 IXQGV DUH D_W iyRPhWeRgrblib<Gre FbPYMierge indicators have

DQG WKH (8

differences among the levels;

WKH (8 IXQGVYT (QDQFLQJ
between the Member States, it does not allow
levelling out the economic differences between
them;

the 12 EU Member States that accessed to the
EU in 2004 and 2007 have not coordinated their
development priorities with the support directions

provided by the structural funds;

problems, the Member States do not evaluate
contribution to sustainability but are trying to solve
short-term problems.
A common opinion of the theoreticians and
practitioners of economics V. Marikov, H. Baloul (2006);

$ OLFNLHZLF] % OLFNLHZLF] 3 .REX
6 5\QFN 3 OF$OHDYH\ 6 &LQJXOH
(2010); I. Vaidere (2010); I. Haite (2010); V. Tetere

(2009) is positive when evaluating the importance of the
funds in enhancing economics.

Research results and discussion

GDP is an indicator of economic welfare that allows
evaluating the economic activity and development. When
evaluating the available Eurostat information about
average GDP indicators for the periods of 2000-2006 and

86

\Zn on average
il Wi
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increased until 2009, and after that have decreased

LV VLJIQL ¢ F D43 W dsult rlrdddddion;thV¥011, the growth began

DJDLQ EXW WKH VL]H EHWZHHQ WKH JURXSV
JURZWK EHWZHHQ WKH SHULRGV GLIIHU VLIQLIH
the differences of the GDP indicators of the EU 12
and the EU 15 Member States groups in 2000 —
2007 were 10 and more times larger; in the period
of 2009 — 2011, the differences between the average

GDP indicators in the Member States groups have

DOORFDWLQJ WKH IXQGVT ¢QDQFLQJ IRY.EBE ¥ DprokiRabl) YiGhP fes over three

years, which indicates that in the Member States of
the EU 12 group a rapid economic growth is taking
place;
the EU 12 Member States group exhibits a rapid

rowth of the average GDP between the periods,
per year it is 12%, whereas in the
States group it is 15%. The
average GDP percentage growth per year in the
EU 12 Member States group can be explained

E\ WKH XVH RI WKH DYDLODEOH (8
ZKHQ WKH ¢QDQFLQJ DYDLODEOH WR
has increased faster than the number of the
employed;
as a result of recession, a reduction of GDP average
indicators is observed in all the three groups from
2007 till 2011, however, the amount of reduction

IXQGV ¢ Q
WKH OHP!
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Fig.3. Distribution of the EU funds between the EU 15 and the
EU 10 Member States groups in 2000 - 2006, %

differs. For the EU 15 and the EU 27 groups, it is 4%,

whereas for the EU 12 group — 8%, and it indicates

the instability of the EU 12 economics in case of
crisis, which is not observed in the EU 15 Member
States group.

2000 — 2006, the EU consisted of 25 Member States: the

(8 3ROG” OHPEHU 6WDWHY DQG WKH (8
States; the data used for the comparison of the period

are compared between the two groups as well as among

the Member States.

SQHZ”

7KH XVH RI WKH (8 IXQGV ¢(¢QDQFLQJ LWVH lthe Rétivd QIROOOP-HIDEB, EUR 512.9 bill. was

anything, it is important to choose an appropriate form
of the use of the EU funds, which depends on the goals
Rl WKH UHJLRQDO SROLF\ RI WKH OHP
the average GDP growth of the EU 12 Member States
group between the periods, the author concludes that
the rapid growth of the EU 12 and the balanced average
GDP growth of the EU 15 are related to the use of the
EU funds and reveals the importance of the EU funds in
enhancing the development level and that the EU funds
can be considered as economic facilitators.

To reduce regional differences, in the period of
2000 — 2006 the EU Member States had access to
¢QDQFLQJ RI YDULRXV 1XQGV 7KH
LQIRUPDWLRQ DERXW WKH SODQQHG
and support to agriculture of the Member States in
2000 — 2006. Information was obtained from the
Internet environment virtual library publications site
3(XURSD" %XVFK ,Q WKH IXQGVTY

Economic Science for Rural Development
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allocated to the Member States from the EU budget.
7KH ¢(¢QDQFLQJ RI VWUXFWXUDO IXQGV ($**)
EHWY6PWD®/G® &)RPBOARXQQIWHG I|IRU (85 ELOO
DPRXQW )LJXUH 7KH GLVWULEXWLRQ RI ¢QU
the priorities of the EU funds budget: 65% were
allocated to agriculture, 20% - regional cohesion, 11% -
to leveling out social conditions between the
regions, 3.4% - to levelling out the economic and
social differences between the regions, and 0.6% -
WR WKH GHYHORSPHQW DQG PRGHUQLVDWLEF
industry.
&RPSDULQJ WKH ¢(¢QDQFLQJ LQ WKH SHULRG
D yvér Ki&tibus @xat@edo@es\of fands and their distribution
( detwee@ Ghey Men&r QJtdtea3 Jgroups, the following
conclusions can be made (Figure 3).
Rl WKH WRWDO (QDQFLQJ ZDV SODQQHG
15 Member States group and 8% - for the EU 10
SO D QQRIIPEH S W RWHY JURXS 7KH GLIIHUHQFH LV

)
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but it has to be taken into consideration that the 10 — ,W ZDV SODQQHG WR XVH WKH &RKHVLRQ IXQ
3QHZ” OHPEHU 6WDWHV DFFHVVHG WR WKMen{&r LSfates in the amount of EUR 17.5 bill,,

and only two years and eight months were left until which was 3.4% of the total amount (Figure 3).

the end of the use of the funds, which limited the ,Q WKH GLVWULEXWLRQ RI ¢(¢QDQFLQJ WKH (8
RSSRUWXQLW\ WR XVH D ODUJHU SDUW R Iplandal @Fdc€Me 22%, whereas the EU 15 Member

It was anticipated that all the EU 25 Member 6WDWHV JURXS + 7KH XVH WKH &) ¢QDQFLC(
States will receive EUR 311.7 bill. from the the Member States must correspond to the goal of

guaranteed part of the EAGGF, which is the largest WKH IXQGV (QDQFLQJ DOORFDWLRQ $V )LIJXUH
(¢QDQFLDO VXSSRUW SDUW = R1 WKH Wike\EWDNenher3@ted. i domparison with the other

these are different support measures to provide IXQGY KDYH WKH ODUJHVW GLVWULEXWLRQ |
competitiveness of agricultural production. However, between the both Member States groups.

WKH DPRXQW RI ¢QDQFLQJ GLIIHUV EHWZBXRPWHHVAKBEWKH FRPSDUHG (8 IXQGVT ¢(QDQF
States groups — it is 63% for the EU 15 and 37% - the Member States in 2000 — 2006, the author concludes

for the EU 10. The EU 15 Member States — France, WKDW WKH GLVWULEXWLRQ RI IXQGV ¢QDQFLQJ |
Germany, Spain, and ltaly — receive the largest is not equal and it differs not only between the EU 15

SDUW RI ¢QDQFLQJ ZKLFK DOORZV FRaF G GEUQ 10 WMeDhwr \Bitigtels groups but also
GLVWULEXWLRQ RI ¢QDQFLQJ KDV D Ylhttweedth&dWebdr St&&hftié FRUIQAS group, where

the EU 10 Member States . The coordination of direct the dominating position of the largest Member States:

SD\PHQWYV DW WKH OHYHO RI WKH (XU$®S8ih sermamy/PIRly \axwd. R&hce is observed. In the

is still topical, and the situation that has developed distribution of the ESF and the ERDF funds, a similar

does not facilitate fair competition among the FROQQHFWLRQ LV REVHUYHG + WKH ODUJHVW (QDQF
Member States in the single market. by Spain, Germany, ltaly, and France, which allows

In the EAGGF direction part, the distribution of FRQFOXGLQJ WKDW WKHVH OHPEHU 6WDWHV KDYH

¢QDQFLQJ EHWZHHQ WKH OHPEHU 6MWBWAW RQRXEBM GLVWULEXWLRQ RI WKH ¢QDQFLC
GLIIHUV *# WKH ODUJHVW SDUW RI ¢ Q&an@ fhe BRDF funds. I Bhe period of 2000 — 2006, the

planned for the EU 15, but 5% were planned for the EU regional policy was directed to the development of
(8 ,W ZDV SODQQHG WR ¢(QDQFH P Htime\EX W5WenibeiUStaweK, Hacilitating the less developed
development of structural policy and rural regions states of the EU 15 Member States group and their

ZLWK WKH VXSSRUW RI WKH IXQGV &R R&Dswihitha/held obtReRDIQunds.
RI ¢QDQFLQJ EHWZHHQ WKH OHPEHU 6&EBIVthY the @istribution of the planned EU funds

direction part, the EU 15 Member States —Germany, ¢QDQFLQJ LQ WKH SHULRG + EHWZHHQ WKH C
Spain, and ltaly —were anticipated to receive the States groups, information about the volumes of the

ODUJHVW SDUW RI ¢QDQFLQJ (8 IXQGV (QDQFLQJ WR WKH OHPEHU 6WDWHYV LQ W
7KH (5') ¢QDQFLQJ )LJIXUH IRU D OZ13/p&ibd a\@ilable on the Internet regional policy site

Member States was planned in the amount of 3(XURSD”™ ZDV XVHG &RKHVLRQ SROLF\

EUR 104 bill., which is 20% of the total EU funds The number of the Member States changed in

DPRXQW ,Q WKH GLVWULEXWLRQ RI 200/D-Q®NLE) ks BrHF@7HtHd) more Member States

both Member States groups (Figure 3), in the EU 10 accessed to the EU. Their economic development was

it is 14%, whereas in the EU 15 — 86%. The similar to the economic development of the countries

GLVWULEXWLRQ RI ¢QDQFLQJ VKR XO Ghat Rddddsde ®RI@ EUWNR200M Kthus in the 2007 —

determined goals of the EU regional policy, which 2013 period of the use of the EU funds, the need for

provided the use of ERDF in the Member States D ODUJHU (8 IXQGV (QDQFLQJ LQFUHDVHG LQ
that have the lowest macroeconomic indicators. The implement the goal of the EU regional policy and

GLVWULEXWLRQ RI ¢QDQFLQJ EHWZHH @ W&hcé HiReE Hilfe@iiées WhétMeen the Member

groups allows concluding that regional policy was States.

directed toward the EU 15 Member States in this 7KH FRPSDULVRQ RI ¢QDQFLQJ EHWZHHQ WKH
period, facilitating the less developed states and States groups in the period 2007 — 2013 indicates that

their regions of the EU 15 Member States. WKH GH¢{¢QHG JRDOV RI WKH (8 UHJLRQDO SROLF!
The ESF (Figure 3) was used in all the 25 Member attainment criteria are aimed at facilitating sustainable

States, and in total it was planned EUR 55.6 bill,, growth, competitiveness, and employment, as it is

ZKLFK LV Rl WKH WRWDO ¢ QD Qpfdviged in th® renaeti Lisbon Strategy.

GLVWULEXWLRQ RI ¢QDQFLQJ ZHUH SO QBGIXKRGWKHIDQFLQJ LQ + SHULRC
EU 10 and 90% for the EU 15 Member States group. together with the technical support and interregional

The distribution shows that the need of the EU 15 solidarity programme is EUR 347.4 billion. Financing can

OHPEHU 6WDWHV IRU ¢(¢QDQFLQJ WR HeHsX foHthreeHplitpBs@D 10 attain the convergence

differences was taken into consideration. JRDO % (85 ELOO Rl WKH WRWDO (QDQFLC
Within the framework of FIFG (Figure 3), the competitiveness and employment — EUR 53.1 hill. (15%

¢cQDQFLQJ SODQQHG IRU WKH (8 0 H P & Ithe tadaly, Bewkitbrdl cbBp¥ération — EUR 8.31 bill. (2%

0.6% of the total amount, which was EUR 3 bill. RI WKH WRWDO EXW RI WKH WRWDO (¢QDQFLQJ ZL

,Q ERWK OHPEHU 6WDWHYV JURXSV f@ De@hRicaD Sup@tt.| IrHthid/period, the distribution of
VLIQL;FDQWO\ 7KH (8 OHPEHU 6WDWKWY JQRRFLLDVLY EDODQFHG EHWZHHQ WKH WZR 0F

planned to receive the largest support — 89%, groups (Figure 4). In the EU 15 Member States group, it
whereas for the EU 10 Member States group it is 45%, whereas in the EU 12 Member States group it is
was 11%. RI WKH WRWDO ¢(¢QDQFLQJ RI IXQGV
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Fig.5. ,QFUHDVH UHGXFWLRQ RI WKH (8 IXQGV (¢QDQFLQJ GXULQ# * DQG
Within the framework of the Convergence goal, the GLVWULEXWLRQ RI ¢(¢QDQFLQJ EHWZHHQ WKH
OHPEHU 6WDWHY VKRXOG XVH WKH ¢ QD Q F L&aups iFigute B)\Wh thé/ELDLE Ménhbat Stetds yroup the
the growth potential, maintains and achieves a high (QDQFLQJ LV ZKHUHDV LQ WKH (8 OHPEHL
developmentrate, prevents basic infrastructure problems, group — 34%.
and strengthens institutional and administrative capacity. 6XPPDULVLQJ WKH FRPSDUDWLYH LQGLFDWRL
7KH GLVWULEXWLRQ RI ¢QDQFLQJ EHW ZH lhGheWetiot & B E-HO01BWWtDakhHhe Member States
groups (Figure 4) is 35% in the EU 15 group and 65% groups, the author concludes that the distribution of
in the EU 12 group. When implementing this part of the ¢QDQFLQJ EHWZHHQ WKH (8 DQG WKH (8
programme, the main task is to create such conditions in States groups is more balanced than it was observed in
the territories of less developed Member States and their the period of 2000 — 2006. However, the economically
regions that their development level would get closer to stronger EU Member States France and Germany
the average EU development level. PDLQWDLQ D ODUJH LPSDFW RQ WKH GLVWULEX
Within the framework of competitiveness and DV WKHVH OHPEHU 6WDWHYVY KDYH UHFHLYHG L
employment, it is important to enhance growth and ODUJHU ¢(QDQFLQJ LQ WKHLU DFWLYLW\ SURJL
creation of work places in different industries of the other Member States.
&RPPXQLW\ ,Q WKH GLVWULEXWLRQ RI ¢(QD@RIRSDBHYZ RN X\DKCHO\ WKH SODQQHG (8 I1XQC
Member States groups (Figure 4), it is observed that in of the periods 2000 — 2006 and 2007 — 2013, which is
WKH (8 JURXS (QDQFLQJ LV Z K HUH D suninqariéK id Kigure 5, it can be concluded that the
Member States group it is 94%. GLVWULEXWLRQ RI ¢QDQFLQJ WR WKH OHPEHU
The goal of territorial cooperation is of utmost &RPSDULQJ WKH SDQQHG (QDQFLQJ WR OHPEH
importance for providing balanced and sustainable + DQG LQ + WKH &]HFK 5HSXEOLF |

GHYHORSPHQW LQ WKH WHUULWRU\ RI WiKdlargd3trgro@ £ \BA3%, GeM\enies Malta — 302%,
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60RYHQLD % &\SUXV + DQG +XQJD dgatast the EU 15 Member States during the EU funds

ZKHUHDV WKH SODQQHG DPRXQW RI ¢QDQFfQQOFRQJI BWYLRG RIOO =

increase only by 46%. On average, the volume of the EU Per 1000 inhabitants . The EU 15 Member States

IXQGV ¢QDQFLQJ KDV LQFUHDVHG E\ WURKRX ® KRGIWIKHOQBUJIHVW (8 IXQGV (QDQFLQJ LQ W

OHPEHU 6WDWHV LQ WKH SHULRG + 2000 & RBOBDThe U 12 Member States group had

ERWK SHULRGYV D UHGXFWLRQ RI ¢(¢QDQFLQUIKHY DHDARVREV HXIQEG (JQDQFLQJ SHU LQKDELW

is planned that in the period of 2007 — 2013, Ireland will DYHUDJH WKH (¢QDQFLQJ LQ WKH (8 OHPEHU 6W|I

receive by 81% less, Spain — 36% and Luxembourg — by number of population has decreased by 34.5% in the

29% less than in the previous period. In 2007 — 2013, period of 2007 — 2013, which can be explained by the

the regional policy is aimed at the development of the EU EU expansion process in 2004 and 2007. The reduction

12 Member States group. RI WKH (8 IXQGV ¢(¢QDQFLQJ WR WKH (8 OHPEHU
The goal of the regional policy is to reduce regional in the period of 2007 — 2013 can be explained by

differences; nevertheless regional policy implementation DOORFDWLQJ ¢QDQFLQJ WR FRQYHUJHQFH JRDOV IF

is developed through inter-state negotiations where differences between the less developed regions.

interests of the states dominate. However, it has to be 7KH (8 IXQGV ¢(QDQFLQJ SHU QXPEHU RI SRSX

taken into consideration that it is impossible to reach WR (8 OHPEHU 6WDWHV KDV VLIJQL{FDQWO\ LQF

the same economic level as the EU 15 Member States + LI FRPSDUHG ZLWK ¢(¢QDQFLQJ LQ +

group has just over seven years. The prosperous EU The free labour force mobility among the EU Member

Member States have developed their economic strength 6WDWHYV KDV IDFLOLWDWHG WKH ARZ Rl WKH SRS

VLQFH WKH ¢ IWLHYerRuryVerdHuring that time, developed regions giving the inhabitants the opportunity

regional support was not available in the amount it is to increase their level of life by earning more, whereas

now. As the economists J. Bradley, G. Untiedt, J. Zaleski less developed territories lose one of the most necessary

(2009) consider, those EU 15 Member States that pay resources for developing economic activities — people.

WKH ODUJHVW SDUW RI ¢QDQFLQJ LQWR Wkt (B0CE Kns 3 HaMitah R LQ7RH (8 IXQGV ¢QDQFLQJ
VLIQL{;FDQW SUR¢{W DV D UHVXOW RI WURRGH: B SIB M¥hiRQStatedVdfoldy fHthe period of

EU 12 Member States, since the export of the EU 15 2000 — 2006 exceeded the EU 12 indicators 10 —
OHPEHU 6WDWHV KDV LQFUHDVHG VLJQL ¢ PDONE0 The Qifaatié® 6 bpYddifd in the period of
more affected the total development level of the EU 15 + WKH DPRXQW RI ¢QDQFLQJ WR WKH (8
Member States. Member States per 1000 km 2 of territory is larger. The
The author of the research compared the planned EU regional policy equality principle is as if observed, but
IXQGV ¢QDQFLQJ LQ WKH OHPEHU 6WDW Hahoth& fI& HtirfeHUofk$3 Whiéhlhas given a strong
2000 - 2006 and 2007 — 2013, evaluating its volume per hitch to the development of the EU 15 Member States
Member States GDP indicators, the number of population, during the 2000 — 2006 EU funds acquisition period.

DQG WKH VL]H RI WKH WHUULWRU\
7KH (8 1XQGV ¢QDOFLQJ LQ WKH OHPEHY 6WDWHY GLIIHUV
per 1000 EUR GDP  in the period 2000 — 2006. Two similar onclusions, proposalis,

characteristics groups can be distinguished: with little/ recommendations
ZLWK ODUJH (8 IXQGVY ¢QDQFLQJ SHU VHO Hlireweiidans Qead. p@aktiRners , of economics in
compared between the two Member States groups, the various countries have researched the impact of the
(8 OHPEHU 6WDWHYV JURXS KDV OLWWOH (8 use@fthe EYdupds enitige dlevelopment indicators of
It is explained by the fact that there are the largest GDP the Member States. According to researchers, the EU
indicators in these Member States, and it approves that IXQGY DUH HYDOXDWHG DV VLIQL{FDQW WRROV
the Member States have high productivity. Financing to economics with positive effect on the processes.
the EU 12 Member States group should be evaluated 2. Two similar groups of the EU 27 Member States
DV VLIQL¢;FDQW DQG DSSURYHV WKH ORZ SERQXEM LG/LWWLIQQJXWKKHG WKH (8 RU 3QHZ " D
Member States and the low competitiveness at the (8 RU 3ROG” OHPEHU 6WDWHY ZKRVH GLIIHUH(
international market, and it exceeds the average EU level GHYHORSPHQW OHYHOV DUH VLJQL¢{FDQW 7R O
up to six times. differences, various EU funds and programmes are

,Q WKH SHULRG RI + WKH (8 IXQGV ayad)abl®t th® BU Member States.
SHU (85 *'3 WR WKH (8 OHPEHU 6WDWB.V IA Xe WetimiH2000 — 2006, the distribution of
within EUR 20 — 37 thou because the economic growth (QDQFLQJ WR WKH OHPEHU 6WDWHYVY DFURVV V
rates in the Member States have increased rapidly due is as follows: 65% were allocated to agriculture;
WR WKH LPSDFW RI WKH XVH RI WKH (8 IXQG¥0% QD®Q Freglohal @otwdioH and others. The
previous period, but the economic growth has not reached GLVWULEXWLRQ RI WKH (8 IXQGV ¢(¢QDQFLQJ EH
the level of the EU 15 Member States group yet. The EU Member States groups was planned as follows:
IXQGV ¢QDQFLQJ SHU (85 *'3 LQ WKH (8 OHREWWKH WRWDO IXQGV (QDQFLQJ WR WKH (8
States is between EUR 0.39-5 thou, which compared to WR WKH (8 $IWHU FRPSDULQJ (QDQFLQJ EH
the EU 12 Member States group is four to nine times the Member States, it was observed that the larger
VPDOOHU 7KH IXQGV ¢(QDQFLQJ WR WKH (8 MemieE State$ W Ehe/ B 15 group receive more
group has reduced in this period if compared with the cQDQFLQJ WKDQ LW LV SODQQHG IRU WKH RWKH
previous period. On average, in the EU 27 Member States States.
LW LV (85 WKRX 7KH VLIQL{FDQW GLIIKUHWRtReHpéribd) @ REG0D W B0AS, Ktk distribution of
still existing low economic development level of the EU cQDQFLQJ EHWZHHQ WKH OHPEHU 6WDWHV LV E
12 Member States, which was impossible to be balanced in the EU 15, it is 45%; whereas in the EU — 55%,
90 Economic Science for Rural Development No. 31, 2013
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but regarding the distribution between the Member 3. Cohesion Policy 2007-2013: Financial Allocations
6WDWHV WKH ODUJHVW (QDQFLQJ LV SOD@@Q Hr@al.R URArevedO D U ddLdrdpa.eu/regional_
Member States of the EU Member States group. policy/policy/fonds/pdf/annexe-verso.pdf.  Access:
5. &RPSDULQJ WKH (QDQFLQJ SODQQHG IRUYI12WIW0#H SHULRG
2000 — 2006 and 2007 — 2013, it has increased 4. &LQJXOH 6 /DWYLHW Hiropas Savienibas
1.7 times in the period of 2007 — 2013. In total, sniegtas iespejas — strukturfondi Latvija un Irija
in the period 2000 — 2013 it is planned to allocate (European Union Provided Possibilities — Structural
EUR 547.3 bill. to the Member States. Fundsin Latviaand Ireland) .In: Economic Science for
6. (YDOXDWLQJ WKH (8 IXQGV ¢(QDQFLQJ W RurdVirelkelopidhE H Proceedings of the International
States per 1000 GDP (EUR), 1000 inhabitants, and 6FLHQWL¢{(F &RQIHUHQFH 1R -HOJDY!
1000 km 2, the situation reveals the same trend pp. 215-225.
in all the analysed indicators: in the period of 5. *'3 DQG 0ODLQ &RPSRQHQWV * 9ROXPHV >R
2000 - 2006, the EU 15 Member States received (85267$ 7Retrieved: appsso.eurostat.ec.europa.
larger investment, whereas in the period of 2007 — eu/nui/show.do?dataset=nama_  gdp_k&lang=ne.
2013, these are the EU 12 Member States, which Access: 18.12.2012.
reveals the correspondence of the distribution 6. Haite, I. (2010). Sustainable Development Planning

Rl ¢QDQFLQJ WR WKH UHJLRQDO SROLF\([SHUQ HIQFNMHY QW KiP\WMadapdinic ,Spience for

¢QDQFLQJ LV DOORFDWHG WR WKH UHJL&RRNedelophtentD : @&téddibys of the International

development level. 6FLHQWL¢F &RQIHUHQFH 1R -HOJDY/|
7. (FRQRPLF JURZWK LV OLQNHG QRW RQO\ gl g WKH VL]H RI

WKH XVH RI WKH (8 IXQGV ¢QDQFLQJ EXWREXXR ZLWK WK¢KDQJIHV RI /HYHO DQG 9DUI

ability of the Member State to implement domestic of Wheat Production in the EU Member States for
policy related to a targeted application of the EU the Period of 1961-2008. In: Economic Science for
IXQGV ¢QDQFLQJ WR UHDFK DQ HTXLY D @& MévelopReRtl WProddédings of the International
economy development of the EU Member States. In 6FLHQWL¢F &RQIHUHQFH 1R "HOJDY!
WKH SHULRG RI + WKH H[FHVV Rlpp.(@@@({fLQJ
to the EU 12 Member States may not provide such 8. OLFNLHZLF] $ OLFNLHZLF] % 3ROL\V
a fast economic development rate because the Sector in the European Union. In:  Economic
development of the Member States does not take Science for Rural Development  : Proceedings of the
place under identical competitive conditions and is ,QWHUQDWLRQDO 6FLHQWL¢(F &RQIHUHQFH 1
DIlTHFWHG E\ WKH JOREDO (QDQFLDO FULMH pDié%HOO DV WKH
regional policy of each Member State. The strategy 9. QFN 6 OF$OHDYH\ 3 7KH &RKHVLRQ
IRU WKH XVH RI (QDQFLQJ LQ FRQQHFWL%%trMI&uR&%W&LQE}&ﬁaI of European Public
long-term goals is important. Policy, No. 8. 541 p.
10. Tetere, V. (2009). European Structural Funds - Part
Bibliography of Investment in Latvia’s Development .In:  Economic
1. Bradley,J., UntiedtG., ZaleskiJ.(2009). The Economic Science for Rural Development  : Proceeding of the
5SHWXUQ RI &RKHVLRQ ([SHQGLWXUH IRU 0R@MEHIRPWHLRRANO VFLHQWL¢(¢F FRQIHUHQFH
EMDSGEFRA- WARR, report for Directorate General LLU, pp. 240-245.
for Internal Polices, European Parliament, 2009. 11. Vaidere, I. (2010). Common Agricultural Policy of the
2. Busch, B. (2008). Auswirkungen der EU-Erweiterung EU - Latvia's perspective. In:  Economic Science for
auf die Entwicklung und Verteilung des EU- Rural Development : Proceedings of the International
Haushalts. Retrieved: www.iwkoeln.de/Portals/0/ 6FLHQWL¢(F &RQIHUHQFH 1R -HOJDY!
pdf/trends03_08_1.pdf. Access: 19.12.2009. pp. 22-29.
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REGIONAL SPECIALIZATION PERFORMANCE TO BE IMPROVED | N
LATVIA FOR THE MULTINATIONAL INDUSTRIAL COMPANIES

Tatjana Staube 1 Mg.oec., Ineta Geipele, Dr.oec.
Riga Technical University

Abstract.  The research is a part of the investigation of models assessing investmen ts’ allocation of the powerful

countries neighbouring Latvia. The main attention is concentrated on the industrial development of Latvia under the

territorial cohesion in scope of the Baltic Sea Region. The problem of the attractiveness of Latvia industrial location is

DQDO\WHG DSSO\LQJ *LQL FRHI¢)FLHQW IRU UHJLRSKBIOFD O HIRQPH QMWWIDROLRQ R U PR DD D FW X U L
other sectors of economy and within the three Baltic countries. The auth ors have examined the variables incurred

by the new trade theory of the 20th century and the role of multin ational enterprises in the industrial business. The

PDLQ ¢QGLQJV RI WKH UHVHDUFK DUH DV IROORZ\W WPRRHN WXWM YW B WKHH/ % DONMULH RRKXG D FRQ\
GHFUHDVH RI LQGXVWULDO UHJLRQDO VSHFLDOLHFWRDR@\IBRRFHQWRBDWLRQRZQG SURGXFWLY
which indicates that it is early to predict a stable and balanced economy de velopment in Latvia. The paper comprises

WKHRUHWLFDO GLVFXVVLRQ RQ WKH UDWLRV RI WKH DQDO\VHG *LQL FRHI{FLHQW

Key words: LQGXVWULDO ORFDWLRQ ORFDWLRQ DWWUDFWHYHRGNE VREHFWDQDMMRQERIO HQWHU ¢
JEL code: F11, F23, L16, R11, R30.

Introduction *LQL FRHI(FLHQW RI JHRJUDSKLFDO FRQFHQWUD'
&RQVLGHULQJ WKH SUHYLRXV UHVHDWWF fhe indgx/paaeged by Krrgman in 1991, and the

the evaluation of the Scandinavian direct investment variables of productivity difference from Ricardo’s model

territorial allocation in the context of Latvia commercial and scale economies incurred by new trade theory

property development and other research involvement approach. The theoretical discussion is focused on the

concerning the st DWHPHQWY RI /DWYLD angysisoRanpnapeyof driving economy categories under

and unbalanced economy development (Staube T, WKH UHJLRQDO VSHFLDOL]DWLRQ JHRJUDSKLFDO

*HLSHOH WKH LQARZ RI WKH FDSiling theresgach parafist with Krugman and Venables

after its accession to the EU has not been used to cause two sector-two regions modelling, and the mean ratios

positive changes in internal economy as Latvia still IRUPXODWLRQ RI WKH *LQL FRHI¢(¢FLHQW 7KH IRO

FDQQRW ¢QG WKH VSHFLDOL]DWLRQ LQ WH&set#riheresqash\i)iopnalyss tagyeanufacturing

markets (Skribans V., 2011). The questions regarding the sector in the context of multinational scale within the last

major principles in allocating the external capital and the decade in Latvia; 2) to calculate and compare the set

reasons of multinational companies’ foundation in the of determinants; 3) to draw conclusions in support or

Baltic States 2 as the host countries raised the conduct of UHMHFWLRQ RI WKH VWDWHG K\SRWKHVHV (%6&2K|

6HDUFK &RPSOHWH (OVHYLHU 6FLHQFH SXEOLVK
AGRIS databases, and Riga Technical University library

resources are the main sources of information. Inaccuracy

of statistical data at national and European level, the

the given research. In this context, the authors analysed
how attractive Latvia is for foreign investors offering
the industrial locations to multinational enterprises.

Hypothesis No.1  : in the last decade, Latvia’s regional ; e )
VSHFLDOL]DWLRQ GHFUHDVHG DPRQJ WRG:sScaly Hygiqng of g pldpsy gnd latest data, its
Hypothesis No.2 - the geographical concentration of the compatibility, and limited availability of detailed statistics

RQ WKH VXEFDWHJRULHV DFFRUGLQJ WR 1%$&( FO
caused the main limitations of the research.

manufacture remains low in Latvia. The research deals
with the problems of regional misbalance in the country,
development of multipolarity of the territory, foreign

investment generation, and raise of the competitiveness Research results and discussion
of Latvia recently proposed for adoption by the National 1. Theoretical framework and empirical
'"HYHORSPHQW 30DQ RI /DWYLD IRU evidéré&®R VV
6HFWRUDO &RRUGLQDWLRQ FHQWUH An ability of a country to attract external capital is
7KH DLP RI WKH FXUUHQW UHVHDUFK 4 #cl¥ & a:fdibeR of \8tud¥K fthe authors have not
regional specialisation of Latvia among the three Baltic IRXQG D VLPLODU DSSURDFK LQ RWKHU VFLHQWL,
States analysing the commercial branches of economy Latvia and the Baltic, therefore the main bibliography
as the research object in the context of the potential of listed comprises the theoretical basis and the previous
Latvia market attractiveness to foreign investors. For HPSLULFDO VWXGLHV $UDX]R &DURG HW DO DGPL
this purpose, the chosen method includes calculations of the contributions to literature consist of new evidence

RI WKH *LQL FRHI¢FLHQW IRU UHJLRQDO dnSdéfdinDdeteqiinantsk(@xds Quagsl,Kadglomeration

1 RUUHVSRQGLQJ DXWKRU 7HO ID[
E-mail address : tatjana.staub@gmail.com.
2 hereafter the Baltic countries, namely Estonia, Latvia and Lithua nia
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economies etc.) and/or new empirical approaches (e.g., 6HSDUDWHO\ WKH VXEFDWHJRU\ RI & FRGH PIL
Poisson models etc.), often using new data sets (for together with the particular agriculture of crop and
smaller geographical areas, with longitudinal structure animal production, hunting and related service activities
etc.). The researchers have found that agglomeration (AO1 code) as alternative producing types of a land-use
HFRQRPLHVY DQG PDUNHW VL]H WHQG W Rwekelexptbred ad/dmidjot fpéub @ the research.
positive effect, while wages and taxes tend to act in the $PRQJ GLIITHUHQW PHDVXUHV RI VSHFLDOL
RSSRVLWH ZD\ +D\WHU 5 $UDX]R & bdude@ration HAWpli&IOin the literature such as the

,Q J)DOFLRJOX DQG $NJ*QJ|U SUHNHBLOQOAWGDX®Q,QGH[ 'LVVLPLODULW\ ,QGH[ Wtk
original research made for the industry of Turkey based ,QGH[ WKH DXWKRUV FKRVH *LQL FRHI¢{¢FLHQ!
on the previous studies including analysis of the industrial VSHFLDOL]DWLRQ DQG WKH *LQL FRHI{FLHQW
location, allocation of the business activities and relocation concentration, which provide a measure of relative
of the resources as well as the structure of economic VSHFLDOL]DWLRQ DQG FRQFHQWUDWLRQ 7UDLV
DFWLYLW\ LQ WHUPV RI VSHFLDOL]DWLRY® GRALR/XMHX G HBINIQY J DJQE DQG D GLVVLPLO
JHRJUDSKLFDO FRQFHQWUDWLRQ RI WKH dériged XrohwtheLintiex pfpddeX JhyHrggman in 1991.
et al., 2001, Petersson L., 2002, Traistaru I. et al., 2002 , The determinants used are employment data (for Gini
6XHGHNXP - JDOFLRJOX 3 $NJI*QJ|FRHI(FLHQW DQG RWKHU UHVHDUFK YDULDEO
Discussing a focus of multinational enterprises, *URVV 'RPHVWLF 3URGXFW *'3 DQG WKH QXPE

&DQWZHOO HW DO DUJXHV WKDW P XO Whlifauy cc@aity H MW I&U $Yahy FSCALE variables
DJHQF\ GHULYHV IURP PRUH GHFHQMbREILdyHBe rddurkeP of only those variables that

of  experimentation in international  corporate DUH VLJQL{FDQW LQ H[SODLQLQJ WKH LQGXVW
networks, which  competence-creating nodes  of JDOFLRJOX 3 $NJ+QJ|U 6 7KH FDOFXODWL
new initiatives can co-evolve with local institutions on the following formulae:

&DQWZHOO - HW DO 6WDXEH 7 *HLSHO®L ,FRHI,FLHQW IRU UHJLRQDO VSHFLE
A standard theory of the professor John H. Duning on 'DPJDDUG & "HLQHU - 7UDLVWDUX ,
the multinational enterprises knowledge says that J)DOFLRJOX 3 $NJ.QJ|U 6

success of the foreign direct investment occurs when
RZQHUVKLS ORFDWLRQ DQG LQWHUQDWLRQDOL]DWLRg 2/, WULDG

advantages exceed the costs of establishing and running o an _ |0
foreign subsidiaries (Dunning J., 1981, Kronborg D., GII’]IJ-S — ’«I 4 Rj y (1.0),
Thomsen S., 2009). The two sector (agriculture and A2 F\_> ’—nll 1
manufacturing)-two region model of Krugman and @ j b

9HQDEOHV LQ ZKLFK HDFK VHFWRU XVHV D VSHFL¢{F IDFWRU RI

SURGXFWLRQ DQG RQO\ WKH IDFWRU VSHFL¢{F WR PDQXIDFWXULQJ

(industrial workers), is mobile between regions 8 |

(Krugman P, Venables A., 1990, Traistaru I. et al, _ D, _z A

2002). The place where agglomeration happens could where & S; (&1, &y - R’f (1.2)
be the result of a historical accident: one small change .

in the share of manufacturing in a region may then ZEIJ

set pff a chain reaction and produ.ce cumulative effect sisj =4 @3), s§= / (1.4), and Eij

(Traistaru 1. et al, 2002). Yet, it could hardly be ZEU ZZEH

possible in the Baltic due to the small-scale markets of i P

each country, cultural differences, and low pan-Baltic indicates employment in each industry i in a certain

migration dynamics. The developed neo-classical trade region j, value C denotes the position of the industry

theory (Ricardo D., 1817, Ohlin B., 1933, Traistaru I. i in the ranking of R in descending order,  n indicates

etal., 2002) explaining the phenomenon of intra-industry the number of regions,  m — the number of industries. _

trade in Krugman’s models assumes that geographical 7KH DXWKRUV SUHVHQW WKH PRGL¢ I-RC,E IRUPXOI

advantage is endogenous and suggests that regional and (2.2) for Ci. The original paper names it R and

VSHFLDOL]DWLRQ PD\ EH WKH UHVXOW RI@VKWMEDWJL@@gSDMHQJﬂuRB ,Q WKH ¢UV

agglomeration of economic activities (Krugman P, 1991). mentioned formulae, the calculated meaning shows an

Krugman'’s hypothesis suggests that regions become more average within the industries in a region, however it is

VSHFLDOL]HG DQG LQGXVWULHV EHFRP H(ifRRM tdr ehdh REibhQ WjlhRdMblala (2.2) measures an

with economic integration. There was found a tendency average value within all regions per industry. Gini index

Rl UHJLRQDO VSHFLDOL]DWLRQ LQ WKH \fBQRMHWH RNHHIXERWZRARQ JHUR DQG RQH ZKHU

integration between 1992 and 2001, yet there was no WR JHUR LQGLFDWH ORZ VSHFLDOL]DWLRQ ZKH

evidence for increased industrial concentration in Turkish WR RQH * D KLJK VSHFLDOL]DWLRQ

manufacturing industry. — *LQL FRHI¢FLHQW IRU JHRJUDSKLFDO FRQFH
7UDLVWDUX , HW DO J)DOFLRJOX 3 $N

2. Data and methods 2008):

,Q WKLV SDSHU WKH SDWWHUQV RI UHJLRQDO VSHFLDOL]DWLRQ

and concentration of commercial sectors of the economy

DUH DQDO\WVHG E\ WKH 1$&( UHY VWUXFWXU_H_CFRQLQJ 'aT _|°

agriculture (A code), manufacturing (B - E codes), GII"IIi . > K Cj Ci % (2.0),

construction (F code), trade and accommodation (G, @.]2 C 191 1

| codes), and services and transport (H, J-N codes).
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>

S.C. _ 1 Ei'
where C;=—2L (21), C;=— ) C; (22), Sj i — (23), §; =x=~=— (24),value  Cdenotes the position
J e i v v B '
S; n Z,: E E E E E;

i
j
of the industry i in the ranking of C. in descending order.
— Ricardo model for the relative productivity differences 7 ( &', i) 3DOX]LH ( HW DO JDOFLRJOX 3
$NJ-QJ|U 6
2
VA; ¥ VA,
1 E; =~ By
TECDIF, = }—z = ©)
j

7KH RULJLQDO IRUPXOD LV PRGL¢HG E\ XVLQJ W KEHWDRHUGHHQR®@AING,J R in tFdp&)X P

and number of industries ( n in original m in this paper) to keep identity with the above formulae’s meanin gs. The
equation VAij measures the value added, and E,-j measures employment of an industry iinaregion j.
— SCALE ratio 3DOX]LH ( HW DO ) D OoR Lt Jaoonimedcial real estate development of Latvia,
$NJ-QJ|U 6 although in the Baltic the rate is the lowest. The results
ZE” SURYLGHG WKH PRGHOLQJ ¢QGLQJV RQ WKH PX
v enterprises business. These data are aggregated
SCALE; = (4), in Table 1. The economic crisis period did not show
Z VLIQL;FDQW FKDQJHV LQ WKH DERYH PHQWLRQF

available statistics (for the years 2008 and 2009).
Obviously, the number of foreign control enterprises
decreased in the entire economy of the Baltic in 2008 and
2009 entirely counting for 34% drop in comparison with
the data of 2007. Lithuania experienced the largest loss
New trade theory predicts that scale economies of 45%, but Latvia the smallest — only 5% from number

FDXVH ¢UPV WR FRQFHQWUDWH LQ FHUW %27 TnltleJ'i;:tlr-’? '\‘Zl‘t*r?tlsdri?&tﬁ?—f@' fionr;p;r'scénsg
by the SCALE_ variable. In this paper, the calculations reign co 0 enterprises: statistics iro €

\ ) reglon of 2003 and 2009 in manufacturing sector, reveal
Or.] 4 ( &', i) and SCALF"' variables are detected only that all the countries gained positive change: Estonia had
with the focus on the economy sectors: agriculture and

8% increase (15% down in crisis period), Latvia gained

where NF}-j- the number of enterprises of an industry i
at aregion |.

manufacturing. 32% (5% down in 2008-2009), and Lithuania increased
o the number of the BSR original capital enterprises for

3. Findings 36% (24% drop in the years of crisis).

The preliminary research made on the foreign Under Estlatrus crossborder cooperation programme,
direct investment territorial allocation in the context of Latvia has the common development directions of
commercial property development of Latvia (Staube T, LPSURYHPHQW Rl WKH UHJLRQYV FRPSHWLWLYHQH\
Geipele I., 2011) proved that during the last 20 years LWV SRWHQWLDO DQG EHQHFLDO ORFDWLRQ LQ
Sweden had invested in the fast developing economies between the EU and the Russian Federation (EU Territorial
(including Finland and the USA) more actively than into &RRSHUDWLRQ 3URJUDPVY 2I¢FH +RZHYHU
the developed partner states — Norway and the United clear that no priorities are set for the industrial business

.LQJGRP 7KH 6ZHGLVK LQYHVWPHQW K @eleldpent. GA2088Q4nH 2009, the manufacturing

Table 1
Analysis on the foreign control of enterprises from the BS R? in the Baltic in manufacturing in the
period from 2003 to 2007 (before economic crisis)
Baltic States Share of the average annual number of Share of the average annual number
the BSR control enterprises split within of the BSR control enterprises from all
the Baltic States 4 foreign control units in a country
Estonia 34% 20%
Latvia 29% 3%
Lithuania 37% 2%
Source: authors’ calculations based on the EUROSTAT statisti cs
3 The Baltic Sea Region (hereafter BSR), namely: Denmark, Estonia, Finland, Latvia, Lithuania, Poland,
Sweden and northern parts of Germany, Norway, Belarus and north-w est regions of the Russian Federation
(Staube T, Geipele.l., 2011)
4 The statistics of Belarus enterprises is not available
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Source: authors’ construction based on the national statist ical data
Fig. 1. Regional specialization chart of the commercial analysed economy sectors °
in the Baltic according to the NACE rev.2 coding in 2000, 2007, and 2011
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Source: authors’ construction based on the national stat istical data
Fig. 2. Geographical concentration of the commercial analysed economy sec torsin
the Baltic according to the NACE rev.2 coding from 2000 to 2011
sector enterprises of Latvia were dominantly controlled highest rate of Gini index reaching 1.20 point, which
by the BSR shared 20% for Sweden, 19% - Denmark, accordingly does not mean that the region is concentrated
and 18% - Germany. Russia and Lithuania, the closest in one sector. Nevertheless, it is a consequence of the
neighbouring investors, counted for 7% of each interest problem of statistical secrecy, when a region has less
WKDW LV ¢YH SHU FHQW SRLQW OHVV WK hgh iWKedmpanizs)iH aRsectdf \WaRaCateDnot available
Latvia is the leader among the Baltic host countries for JDOFLRJOX 3 $NJ*QJ|U 6 /IDWYLD KDV WK
Russian enterprises in the multinational business context. LH FORVH WR JHUR UDWH RI SRLQWV QRW
According to the literature summary on the Gini the 2000 level in manufacturing and agriculture in one
FRHI(FLHQW VHH VHFWLRQ WKH )LJX WhntextG AP RQ¥aré UBtWiaHNAd Dhe highest relative
ELJ GLIIHUHQFH RI UHJLRQDO VSHFLDOL]DMWIGRXQVRIUWBR & WBWMW&!EPM@Brﬁ)nodation
sectors among the three Baltic States. The average rate LQ LQ WKH ORZHVW UDWH ZDV
for the Baltic is 0.78 in all the period that is close to one, in services and transport (0.46 in 2000, 0.61 in 2011),
ZKLFK SRLQWY DW D KLJK VSHFLDOL]DW InraqufddtDringHkep? kel fduiGhD(D00/ in\2000, 0.83 in
of separate subcategories reveals that Estonia gets the 2011), and agriculture — the third result (0.99 in 2000,

5 VHH WKH OLVW LQ WKH VHFWLRQ 3'DWD DQG PHWKRGV"’
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locations determines the industrial concentration.
6PDOO VFDOH DQG ORZ UHJLRQDO VSHFLDOL]
of the Baltic market create conditions for low
industry development paces. The results predict
WKDW FXUUHQWO\ /DWYLD KDV JUHDWHVW LQ/
the longer distance foreign investors, and it
might increase its attractiveness for the border
neighbour countries. This empirical study requires
further analysis on foreign direct investments
and dynamics of the represented industries’
scales.
3. 6LQFH WKH KLJKHVW UHJLRQDO VSHFLDOL]DWL
observed in Estonia, this country seems to be more
attractive for cooperation and business activities.
Whereas, Latvia and Lithuania compete to increase
the potential of the investments’ attractiveness
by developing authentic economy branches. The
growth of the number of enterprises and real
estate market at the economy development stage
in the last decade should not be ignored, so
the questions of a pricing policy for merger and
acquisition and national politics supporting the
H[WHUQDO FDSLWDO LQARZV DUH RSHQ IRU IXUW

investigation.
4. According to the Krugman's theory (Krugman P,
R Cj Venables A., 1990) and the obtained statistics
7(&',i) RQ *LQL FRHI¢FLHQWY WKH LQWHJUDWLRQ L
FDOFXODWLRQV JRW FORVH WR ]JHUR YDO X Hronpt¢d thed teRluctibn ¢Dte vilade barriers and
experience adds to the Ricardian theory’s predictions — increased the attractiveness for the Scandinavian
WKH JUHDWHU WKH KLJKHU GHJUHH RI UHJL Re@&mentsSHEreDre) LHdowsa. RaQ strengthened
the higher the level of geographical concentration of LWV SRVLWLRQ DV EHLQJ "WKH FHQWUH" ZLWK D
industry. The SCALE ratio showed 56% slope down in access for major economic sectors, thus, impairing
agriculture to seven persons per unit and double decrease the positions of Latvia and Lithuania leaving them
in manufacturing from 2000 to 2011 to the enterprise DV UHPRWH UHJLRQV LQ 3WKH SHULSKHU\" $WwW \
VLIH RI SHUVRQV 6XFK FRQVLGHUDEOH FWERQJHRVWNDRILQURGXFWLRQ IDFWRUV ZRXOG PR
agriculture and manufacturing economies might be the to move back to the peripheral regions (original

FRQVLGHUDWLRQ WR HI¢(FLHQF\ UHYDOXDWL RQtids). D FRQVHTXHQFH
RI LQGXVWULDO VSHFLDOL]DWLRQ GHFUHD V FhetdsMitssLigporitie hypotiegis Md-DThétesearch
Baltic market. results suggest the need to consider the advantages
of the local market of Latvia and the foundation of
Conclusions, proposals, W KH LQGXVWULDO. VSHFLDOL]DWLRQ QLFKH /L)
expect only structural changes in agriculture.

recommendations Based on the theoretical discussion, the paper

6.
1. 7KH & QGL Q_‘] V. RILWKH S DSH U X0 0\ ngn%ﬁsltjrﬁes \Q/nlﬁeh'dments to the_ formulanon of
hypothesis No.1: in scope of the Baltic, Latvia L FRH |§F HOW

H[SHULHQFHG WKH WHQGHQF\ RI UHJLRQI‘)O RSH L@Orjr1é£1
decrease within the last decade that might result
in weakening of investment attractiveness for

§r9 |dent|cal because in

calculating a value the proportion levels off the basic

. ) . ) data.

Latvia among the other Baltic countries. Krugman'’s 7 Q WKH FXUUHQW FRQWH[W RI WKH LQGXVW

hypothesis (see section No.l) is true for the A0l LUDWLRQV Rl /DWYLD FKDUDFWHUL]JHG E\ K

DQG & 1$&( FDWHJRULHV 5HJDUGLQJ DOO &I#EV\FRP H%H{IFL%UHQW UHJLRQDO VSHFLDOL]
branches as whole, Latvia has lost its regional concentration _ and  productivity

VSHFLDOLIDWLRQ SRVLWLRQV VLQFH WK%Vé‘tWHgfgtéo@'coéBd’é!e " BT the medium-

integration into the EU. term perspective it is too early to judge about

2. The analysis of the multinational companies’ )
) ) ) the stable and balanced economical development
geography and number in the Baltic countries gave o
opportunities.

phenomenal data showing that during the years of
economic crisis the major number of the companies

with the BSR capital were in the manufacturing Bibliography

sector in the Baltic. The authors’ interpretation of the 1. $UDX]R &DURG - O /LYLDQR 6ROLV ' 0DQI
results provide that these might be the companies Antolin, M. (2010). Empirical studies in industrial

from the historical partner countries that mainly location: An assessment of their methods and

correspond to the geographical concentration, and results. Journal of Regional Science , Volume 50,

Ricardo model predictions on the market access and Issue 3, pp. 685-711.



















































ORFDWLRQ RI VHDSRUWY ZLWK ZLGH FDUJR WUDQVKL®RHOWM BWR;OH /LHSDM

Source: Google Maps

Fig. 1. Geographical location of Latvia

Source: authors’ construction

Fig. 2. Model of the Latvian Supply Chain Cluster


















he capacity of these actors’
to collaborate with each other is crucial to development

DQG UHQHZDO LQ VRFLHW\ DW O.DtJthel”

start and run businesses and stimulating young people’s
FUHDWLYLW\" WKXV WKH *RYHUQPHQW ZDQWYV }
to be integrated in the society throughout the education
VA\VWHP 0((& 0(5
6ZHGHQ KDV QR RI{(FLDOO\ SURFODLPHG KL.
industries. Instead, it announced an innovation strategy
that implied innovation social climate; knowledge base
for innovation; innovative trade and industry; innovative
SXEOLF LQYHVWPHQW LQQRYDWLYH SHRSOH 0,
To promote the TH model, many other bodies beside
state agencies were created, like a business incubator
STING (Stockholm Innovation and Growth), Medicon
Valley Swedish-Danish medical cluster, a Swedish-Danish
cross-border initiative @resund Science Region (OSR),
Swedish-Norway innovation centres, etc.
Although there are many critiques of the TH model in
Sweden (Tuunainen, 2002), it is one of the most powerful
national ideas considering innovation and economic
development. It is becoming even more popular while
many manufactures, including automotive, are being
PRYHG WR RWKHU FRXQWULHV (W]IJNRZLW] .ORI

4. Situation in Latvia

In 2011, Latvia ranked 27th in the EU in terms
of innovation (IUS, 2012); Gross Domestic Product
(GDP) expenditure on R&D (GERD) was 0.45% (the
EU average 2.01%); business enterprise expenditure
on R&D (BERD) was 0.16% of GDP (the EU average
0L(21%6); Summary Innovation Index score of Latvia was

S6WUDWHJ\ IRU HQWUHSUHQHXUVKLS LQ VORM (the B\ arerage® %16D (KrisRmgons, Dravniece,
6ZHGHQ *RYHUQPHQW 3RXWOLQHV ZK\ HQAdamepsea fiskpMoaU20kR): norevthan 99% of Latvian

important in both providing skills for those who want to

HQWHUSULVHY DUH 60(V &6%/ DQG LQYH\












Di Tella,
ODF&XOORFK 2VZDOG DQG LQ WKH IDPLC
micro level) (Stevenson, Wolfers, 2008; Sirgy, 2012;
Headey, Muffels, Wooden, 2008; Han and Hong, 2011).
Nowadays, economists study how such
macroeconomic indicators as GDP per capita (Hagerty
and Veenhoven, 2003; Veenhoven and Hagerty, 2006;
Dolan, Peasgood, White ,2008; Deaton, 2008; Layard,
.DKQHPDQ DQG 'HDWRQ LQADWLRQ
'L 7HOOD ODF&XOOREFK 2VZDOG
unemployment and employment (Lelkes, 2006, Lucas,
&ODUN *HRUJHOOLV 'LHQHU LQFRPH
$OHVLQD 'L 7HOOD ODF&XOOREFK 6DQIH
2008) are related with inhabitants’ life satisfaction. The
individual’'s material well-being on the micro level is also
H[DPLQHG L H LQAXHQFH RI SHRSOHYV LQFRPH
debts on their subjective well-being.
7KRXJK WKHUH DUH UHVHDUFK VWXGLHV D
the material factor does not have any impact on
SHRSOHTV VXEMHFWLYH ZHOO EHLQJ RU LW
(Easterlin, 1974, 1995; Bjgrnskov, Gupta, Pedersen,
2008; Rojas, 2011).
However, the majority of researchers declare that
WKH PDWHULDO IDFWRU VLJQL;FDQWO\ LQA>
subjective evaluation of their life. For example, Hagerty
and Veenhoven (2003); Veenhoven and Hagerty (2006);
and Dolan, Peasgood and White (2008) proved that
increasing national income did go with increasing national
happiness, and the GDP increase directly correlated with
the inhabitants’ subjective well-being. Deaton (2008)
argues that high-income countries have greater life
satisfaction than low-income countries; furthermore, he
QRWHV WKDW WKHUH LV QR GH¢{¢QLWH WKUHVKI
level. Whereas, Layard (2005) believes there is a certain
WKUHVKROG Rl SHRSOHfV ZHDOWK § 86" C
capita; whenreaching it, the feeling of happiness and total
satisfaction do not depend on the income level anymore.
However, in countries, where the income per capita is
lower than this threshold, the situation is completely
different: individuals’ subjective well-being directly
depends on the provision of primary living conditions.
Kahneman and Deaton (2010) discovered the following
correlations: people’s feeling of happiness increases
when their income increase, yet to a certain point
RI '§ 86" SHU \HDU H[FHHGLQJ WKLV
people do not feel happier. As regards people’s total
satisfaction with life — after this income threshold,
PRQH\ FDQ VWLOO LQAXHQFH SHRSOHYV VDWL"
but not emotional well-being (happiness). Stevenson and
Wolfers (2008) reassess ‘the Easterlin paradox’ (Easterlin
paradox: 'In all societies, more money for the individual
typically means more individual happiness. However,
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2011), and conceding that these persons have mostly
been economically active inhabitants aged up to 35, the
author of the research estimated that the real rate of
unemployment in 2010 could have reached 20.1%!
Another way to evaluate the impact of the crisis
and economic policy on the labour market is to look
DW HPSOR\PHQW 8VLQJ GDWD RI WKH &HQWUDO
Bureau of Latvia, the author calculated that since 2007
the employment level in the group of inhabitants aged
from 15 to 74 had dropped about 15.9% to the bottom
in 2010.
The economising policy chosen by Latvia for
RYHUFRPLQJ WKH FULVLV ZDV ¢UVWO\ GLUHFWHG
ZDJHV 7KH PRVW VLJQL{;FDQW VDODU\ GHFUHDVH
in the public sector, where the average gross salary was
UHGXFHG E\ IURP WR /5 &6% +RZHYHU
the real wages of working people in Latvia reduced by
WDNLQJ LQWR DFFRXQW LQADWLRQ /5 &6% 5t
the poverty risk index in Latvia, it was 6.7% in 2007, and
GXULQJ WKH FULVLV LW JUHZ XS WR LQ /5
Analysing the dynamics of the volume of Latvian
LOQKDELWDQWVY JURVV (QDQFLDO DVVHWYV FDVI

(2001) show that people appear bank deposits, other deposits, insurance policies, i.e. all

WR EH KDSSLHU ZKHQ LQADWLRQ DQG XQ HESONPGPRP DU @RFFLDO SURSHUWY LW LV SRVV
unemployment depresses reported well-being more than WKDW WKH GHFUHDVH RI /DWYLDTV SRSXODWLRQ
LQADWLRQ GRHV B6WXGLHV FRQVLVWH QW dN28PR {8 ompafgonyith 2804 jpds 18:p¥ and it was
effect of individual unemployment on subjective well- the fourth largest downturn in the world after Greece,
EHLQJ /HONHV /IXEDV &ODUN *HR UPY&roand Spainiferiggsmore, in 2009, the amount of

'L 7HOOD ODF&XOOREK D Q G 2VZDO @tvian hOUSQhS)lgis& qipbts reached 51% of the state GDP,
that macroeconomic forces have marked and statistically and it was the second highest indicator in the Eastern
robust effects on reported well-being. Europe (after Estonia) (Heise, 2010). _ _

Sirgy (2012) believes that people’s subjective Has it been success? When  implementing

the ‘internal devaluation’ crisis combatting policy,

international mass media declared it an example of

VXFFHVVIXO PDFURHFRQRPLF SROLF\ 3/DWYLD VW

DQ H[DPSOH RI KRZ VXFK D (QDQFLDO FULVLV FDQ E

$ cVOXQG DQG 9 'RPEURYVNLVY ZURWH LQ LQ W

published by the Peterson institute for International

(FRQRPLFV 3:KHQ D FRXQWU\ QHHGY WR DGGUHVYV >

debt) was a stronger predictor of life satisfaction than VWUXFWXUDO LQHI(FLHQFLHY LQ WKH HFRQRP

household income alone . Han and Hong (2011) also GHYDOXDWLRQ LV SUHIHUDEOH WR H[FKDQJH UDWH
‘P@JQQFYHV@'LOVLIH 2Q WKH FRQWUDU\ D L

VKRZ WKDW DVVHWV DQG GHEWV VLJIOQL¢FD/PRFEC L FiRéE _ _
satisfaction patterns. world famous economists (Krugman, 2012; Wren-Lewis,

satisfaction with life depends more on their possessed
assetsthan ontheirincome. Headey, Muffels, and Wooden
(2008) demonstrated that household (a measure that is

broader than income which includes housing, business
assets, equity and cash investments, bank accounts,
accumulated pension holdings, vehicles and collectibles,
housing debt, credit cards, student debt, and personal

HLVEURW DQG 5D\ DI¢UP WKDW LQ UHELC
Latvia did not implement the internal devaluation policy
Research results and discussion as such, rather, that the economic recovery resulted from
In 2008 and 2009, as many countries fellinto recession WKH JRYHUQPHQW QRW DGRSWLQJ (VFDO WLJKWH
GXH WR WKH JOREDO ¢(QDQFLDO FULVLYVadiGasZdi expénsibhbry mMoh¥tarR Rolicy caused by
Latvia experienced the worst loss of output in the world. ULVLQJ LQADWLRQ
JURP WKH SRLQW RI YLHZ RI WKH VFLHQWL ¢ RvbrébVer Rddiokistd/ df theViNiebh¥Yishal Monetary
economic crisis is a good time for measuring inhabitants’ YXQG &RUVHWWL OHLHU DQG 0:OOHU GL
subjective well-being level in relation to material well- conclusion that the increase of the government's
being and other social factors. expenditure usually caused growth of GDP; it means
$QDO\WLQJ WKH GDWD RI WKH &HQWU DKt thi¥ bVélaMatitsFeRgenditureUnlRipfier brings to
of Latvia it was estimated that the country lost 21.2% effect. The most positive effect was achieved exactly on
of its GDP from 2007 to 2010. In addition to the loss the conditions of the economic crisis. Although negative
of national income, there have been other social and FRQVHTXHQFHV ZHUH REVHUYHG L H LQADWLRQ
economic costs of the Latvian government's strategy trade surplus and decrease of the currency rate, growth
RI' LQWHUQDO GHYDOXDWLRQ 7KH RI¢{FLIRA WXHP § R RMRIMHPW QURMH HI[SHQGLWXUH EHFRPHV D
from 6.0% in 2007 to 16.9% in 2009 and 18.7% in 2010. WRRO IRU HFRQRP\ VWDELOLVDWLRQ &RUVHWWL 0
Even after two years of the recovery, the unemployment 2012). Yet, Latvia was pressured by the International
rate remains high at 13.8% in the third quarter of 2012 Monetary Fund, and Swedish and other European banks
&6% )XUWKHUPRUH WDNLQJ LQWR DF boRdofx WMe bAdpblicyQotiwidd) Latvia would not have
of people who left Latvia searching for better life in been disbursed the international loan but by devaluing

UHDFKLQJ DERXW SHRSOH thet& ]#0r@igh banks would lose millions of euro, since



The devaluing of the Latvian lat would

in the country (indicated by 46% of the surveyed) and
unemployment (indicated by 33% of the employed).

DOVR KDYH WKURZQ WKH KRSH WR DFFHTWh sitten (had Rif®@tdalW Rffected population’s

distant future. If the government of Latvia would have

chosen other ‘softer’ tools for economy stabilisation, the

crisis period could have been shorter and less destructive

for the inhabitants of Latvia (Weisbrot and Ray 2011).
Subjective well-being of Latvia’'s inhabitants.

As a result of the economic crisis, the subjective life

satisfaction with life and over one and a half year it had
dropped by 5% and reached a low of 58%. Nevertheless,
the average value of the EU-27 concerning satisfaction
of the quality of life had risen by 1% reaching 78%
(Eurobarometer, 2009).

The Eurobarometer data on Latvia's population

HYDOXDWLRQ RI /DWYLDfV SRSXODWLR Q satiSfatti@HitkD lite Lsha. tha DdQringOthe crisis this

affected. Just before emergence of the crisis, the data

from the survey conducted by the Eurobarometer

revealed that the population of Latvia had been mostly

indicator reduced considerably (Figure 2). Also the
Happiness index of Latvia’s population outlined changes
of the value exactly during years of the crisis; the index

FRQFHUQHG DERXW WKH KLJK LQADWLRQ Da Estiidtdd b§ the Fesedrdk céhtde BRDS, and it was

told by 71% of the population surveyed. Life satisfaction

calculated on basis of Latvia's population answers to the

RI WKH SRSXODWLRQ GXULQJ WKH ¢UVW Kguestidr IDo yolKieeGhappy InFgeéteal?’, and which can

63%, in comparison with the EU-27 average value of
77% (Eurobarometer 2008a). The research conducted
by the Eurobarometer during the second half of 2009
revealed that the following problems had prevailed
among the population of Latvia — the economic situation

be within the limits from -100 to +100 (Figure 3).
The data of Figure 2 allow concluding that in 2011 the
VSHFL{F ZHLJKW RI| /DWYLDTV LQKDELWDQWYV Z}
with their life decreased a little in comparison with 2010;
WKRXJK DOUHDG\ WKH ¢UVW HFRQRPLF UHYL\



J. Lonska

Latvia’s “Success Story” in the Context of Real and Subjective Well-B

eing

Source: SKDS 2012b, author’s interpretation

Fig. 5. Evaluation of the methods of crisis combating from the po

int of view of

inhabitants of Latvia (total inhabitants, %)

2008).
The fastest recovery and balance of Latvia’'s economy
could be observed during 2011 — including an increase
of export amounts, a slight decrease of unemployment
rates, and budget income increase. Data of the surveys
conducted by the Eurobarometer in Latvia in May 2012
SURYH WKDW RQO\ LQ WKH (UVW
threshold (66%) of the inhabitants’ life satisfaction was
overcome, which was 3% higher than the result of the
cUVW KDOI RI ,Q DGGLWLRQ
SKDS shows that the economic rates of 2008 were only
achieved at the beginning of 2012, i.e. 69% of Latvia’s
population reported as being happy (Figure 4).

In May 2012, in the survey conducted amongst
inhabitants of Latvia on the issue how successfully Latvia
had overcome the economic crisis and how successful
the chosen methods for crisis combatting had been,
the research centre SKDS got the following results
(Figure 5).

Results of the survey show that 52.5% of inhabitants
believe that the way out of the crisis chosen by the
Latvian government was wrong and very destructive for
WKH FRXQWU\
that Latvia has overcome the crisis very successfully and
the chosen method was very good.

KDOI RI
3.

Conclusions

1. In 2008-2010, when implementing the ‘internal
devaluation’ policy for combating the economic
crisis, international mass media named Latvia an
example of successful macroeconomic policy. Some
ZRUOG
implement the internal devaluation policy as such,
rather, that the economic recovery resulted from the 5.

2Q0\ HYHU\ ¢IWK LQKDELWD%

the increase of the government’s expenditure during
WKH HFRQRPLF FULVLV FRXOG
tool for stabilisation of the economy. However, the
government of Latvia, taking the decision about the
implementation of the internal devaluation policy,
ZDV LQAXHQFHG E\ WKH ,QWHUQDWLRQDO ORQH
and Swedish and other European banks.
Objective consequences of the economic crisis:
from 2007 to 2010, the GDP decreased by 21.2%,
the rate of unemployment grew up to 18.7%,
employment reduced by 15.9%, the number of
people who emigrated from the country reached
80,000 people, the real salary costs decreased by
26.4%, the poverty risk index grew up to 10.2%,
DQG WKH LQKDELWDQWVY ¢(¢QDQFLDO DVVHWYV (
8.5%WKH SUH FULVLYV
,QAXHQFH RI WKH HFRQRPLF FULVLV RQ WKH L
subjective well-being: according to the

KDYH EHHQ DQ

WKH UH V RYsgaremeter @W thg sigggtion has dramatically

affected population’s satisfaction with life and over

one and a half year it dropped by 5% and reached

a low of 58% in 2009. The Eurobarometer data

VKRZ WKDW RQO\ LQ WKH ¢UVW KDOI RI W
crisis threshold of the inhabitants’ life satisfaction
was overcome, reaching 66%; yet, the research
centre SKDS shows that the economic rates of
2008 were only achieved in the beginning of 2012,
i.e. 69% of Latvia's population reported as being
happy.

The author of the article believes that the situation
Latvia has gone through, when getting out of the
FV\V LVLV WFI_IPLEQQ\IRVW GH(,QLV\_/HO\
uccess story, whichvis widely advertised in mass
media. World famous economists, when analysing
methods of combatting the economic crisis in Latvia,
drew a conclusion that there could have been ‘softer’
possibilities for economy recovery. Moreover, using
other tools for stabilising economy, the crisis period
could have been shorter. Also according to the SKDS
data, 52.5% of Latvia’s inhabitants think that the
Latvian government's chosen methods for struggling

EH FRQVLGHUH

IDPRXV HFRQRPLVWY DI¢UP WK D WwittD theYctidds welreGwiQrig Whd destructive for the

country.
However, the author cannot completely disclaim

JRYHUQPHQW QRW DGRSWLQJ ¢(VFDO W L Js$okekQdw@ achiBvements: in 2011, with dynamic

as well as an expansionary monetary policy caused
E\ ULVLQJ LQADWLRQ (FRQRPLVWYV RI
Monetary Fund in their survey drew a conclusion that

UHFRYHU\ RI HFRQRP\ DOUHDG\ LQ WKH ¢(UVW]

W RH2,, awiddsUppiulatiR €val@tion of subjective

well-being achieved the pre-crisis level, indicating
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cannot be clearly stated
WKDW PHPEHUVKLS LQ WKH DQDO\WVHG UHJLRQDO WH B&HR MHWHHH\P RO W R QYQHAXIHHFAHHG RW D J L
labour productivity among the members. The tendencies to eliminate spatia | disparities were noticeable only in relation
WR WKH ()7$ DQG 0(5&2685 FRXQWULHVY 7KHUH ZBXODMXUQBPUGDERXUQSNRGXFWLYLW\ LQ
PHPEHU FRXQWULHV RI WKH &$&0 WKH &$1 WKHR@GBRYHWRQGVWHKIEDLBH/RI WKLV SURFHVV Y

country to country, thus disproportions in labour productivity in agriculture wi thin a particular grouping were often
increasing.
Key words  :agricultural labour productivity, convergence,regional trade agreeme nt

JEL code: F15, R10, R11, Q12

Introduction contribution to economic development, and improvement

Proliferation of regional trade agreements is the of the food security level (World Bank, 2008).The
main feature of the contemporary world economy and PHPEHUVKLS LQ D UHJLRQDO WUDGH DJUHHPHQ
international relations. On 15 January 2013, there DJULFXOWXUDO JURZWK LQ PHPEHU FRXQWULH\
ZDV UHJLRQDO WUDGH DJUHHPHQWV GRHGRWNFH QRWEYUH®DN $ %UHOLN $ DVV
by the GATT/WTO. The countries create or associate that the convergence process accompanying the regional
to the existing groupings because of economic and integration can occur. The concept of convergence covers
non-economic reasons. One of economic reasons is the problem of assessment of the scale and the reasons
LPSURYHPHQW RI HFRQRPLF HI¢FLHQF\ DfQrGntertegional diffarepces lasd well. This concept is
integrating countries, however the achievement of these XVHG LQ PDQ\ VFLHQWL¢(F ¢(HOGV LQWHU D
goals is determined by structural, technological, and economic, humanistic, or technical ones. Despite the fact
economic factors (Misala J., 2001). Accordingly, building WKDW FRQYHUJHQFH KDV D GLIITHUHQW VLJQL¢|
of regional trade groupings can be important in the WKHVH ¢HOGVY WKHLU FRPPRQ GHQRPLQDWRU L
FRQWH[W RI DJULFXOWXUH 7KH DJULF X O Wohuelgende Mihw&prodess of bado@rhipgsn(avyo each
particularly for the developing countries because of other. In social sciences, this concept usually refers to the
considerable agriculture share in the GDP, its positive categories such as the GDP  per capita , level of household

1 $UWLFOH ¢(QDQFHG ZLWKLQ JUDQW RI 1DWLRQ D@ RGE VHOFEHSE R QMWQUHHIXQDW LBOWDIO LQWHJ
6LPLODULWLHY DQG GLIIHUHQFHV ZLWKLQ SURGXFWV ARZV 1R % +
* &RUUHVSRQGLQJ DXWKRU 7HO YD
E-mail address EDHU QDZURFND#XS SR]QDQ SO
" @RUUHVSRQGLQJ DXWKRU 7HO ID[
E-mail address DJQLHVIND VDSD#XH SR]QDQ SO



economic cooperation between the developed and
developing countries (on certain conditions such as an
active participation in the global economy or possessing
the capital that enables the initiation of economic growth)
ZLOO OHDG WR WKH HTXDOL]DWLRQ RI OLYLQJ FRC
countries (Fiedor % .RFLV]HZ20M). Earlytheories
of regional development are based on neoclassical
theories of international trade and economic growth.
7KRVH WKHRULHV HPSKDVL]HG WKDW RYHU WLPH W
in labour cost and in other factors will be decreasing
between the regions, and they will exhibit a tendency
to converge. There are differences between national and
regional economies, since the latter are far more open
than national economies, within which they are situated.
Regional economies are usually more developed than
national economies, since there is a duty-free, inter-
regional and international trade as well as similar culture
and customs. The great majority of theories derived from
the understanding of tendencies in home economies may
be increasingly applied to the regions in the countries
ORFDWHG LQ UHJLRQDO WUDGH JELRGSLQJIV /D]JQLH.
2011)
In the following vyears, there was a dynamic
development of research on convergence, which is
UHAHFWHG LQ QXPHURXV LQWHUSUHWDWLRQV RI

(Sala-i-Martin X., 1996, Boldrin 0 &DQRYD )
The analysis of the literature on convergence shows
that there are two basic concepts: beta A FRQYHUJHQFH

and sigma 1 FRQYHUJHQFH 7KH ¢UVW FRQFHSW DV
that the countries with lower initial income level are

FKDUDFWHUL]HG E\ IDVWHU JURZWK SDFH WKDQ ULF
ZKLFK LQ WXUQ OHDGV WR WKH HTXD@tL]DWLRQ RI L
capita among economies analysed. Beta convergence can

be divided into unconditional (absolute) or conditional

convergence. Absolute beta convergence assumes

that all economies aim for the same income level per

capita, whereas the idea of conditional beta convergence

is that each economy strives for its own prosperity

that depends on its internal characteristics. Sigma

convergence, on the other hand, indicates scattering

(dispersion) of the examined characteristic in the group

of economies analysed (countries, regions). Depending

on the direction of sigma convergence, the indicators

changing the convergence or the divergence process can

EH LGHQWL¢{¢HG ZLWKLQ WKH FRQVLGHUHG SHULRG
deviation of the log of agriculture value added per worker

KDV EHHQ XVHG LQ RUGHU WR YHULI\ 1 FRQYHUJF

described by the formula (Fiedor % .RFLV]JHERVNL
2010):
19, o
J. Tinbergen, who is "(t) "l (Og Yi (t) y(t)
considered to be the progenitor of the convergence il
theory in economic sciences. Tinbergen noted that where:

2 TKURXJKRXWDQDO\WWHG SHULRG WKH PHPEHUVKLS RI HDFPMRIDRREGQ G LMWRB[IHELRQ RDIGHHIC
accession. &$&0 &HQWUDO $PHULFDQ &RPPRQ ODUNHW L@POX®GIKBRU&RXDMMHPLOF-OD (BRQGXUDV L
1LFDUDJXD &$1 $QGHDQ &RPPXQLW\ HPEUDFHV 9%WRERUYLDQGRIHRXELD$& (FKDVW $IULFD
&RPPXQLW\ LQFOXGHV  %XUXQGL .HQ\D 8JD QG®EMR (HubPdad F€ Bads 2ABsociation).

PHPEHUV DUH ,FHODQG /LHFKWHQVWHLQ 1RU&I5\ 0BUADIGR GRE&EQ 0GHER &RQR 6XU PHPEH
DUH $UIJHQWLQD %UD]JLO 3DUDJXD\ B8UXJIXDLFD®)7BUHHRUWKGHPHIUHHPHQW LQFOXGHV
Mexico and United States.

The empirical analysis of convergence in agriculture have been pr oposed by, inter alia, Soares and Ronco (2000),

Liu et al. $OH[LDGLV (VSRVWL *UJHOIDS $ %YHDHU 1DZURFND $ ODUNLHZLF] 1
(2012).



y(t)

S
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Wt) dispersion of agriculture value added per worker
in the group of all regional trade agreements in
the year t

yl(t) - agriculture value added per worker in the regional
trade agreement i in the period t

)_/(t) average agriculture value added per worker in
the period t.

Mexico. The growth of labour productivity occurred in
all above-mentioned countries, however it was far more
FRQVLGHUDEOH LQ &DQDGD DQG WKH 86$% WKI
It was caused not only by the growth of agricultural
value added, but also by the decreasing number of the
HPSOR\HG LQ DJULFXOWXUDO VHFWRUV RI &DQD
It resulted in growing differences in labour productivity
when compared with agriculture in Mexico, where the
number of people employed increased. In the 80s, the
value added in agriculture per worker in the agricultural
sector of Mexico was eight times lower than in agricultural
VHFWRUV RI &DQDGD DQG WKH 86% ZKHUHDYV
years 2000-2010, this difference was fourteen times
bigger. Therefore, it can be stated that in that case the

7KH GHFUHDVLQJ YDOXH RI FRHI¢ FLHQWcess ¢f Qivergehee de¢titved RAGthe same time, labour

considered indicates reducing disproportions in the level
of characteristics analysed, so there is a convergence
process. In the opposite situation, when sigma
indicator increases, the divergence occurs (Barro R.,
Sala-i-Martin X., 1992, Malaga K., 2004)

In order to assess changes of number of the
employed in agriculture and agriculture value added per
worker observed in particular countries, the formula to
calculate the average pace of changes on the basis of all
values of characteristic ~ has been applied in the research
(Wysocki F, Lira J., 2003).

6LIJPD FRQYHUJHQFH FRHI{FLHQW
grouping

The data on the average labour productivity in
particular countriesamongthe analysedtrade associations
in the period from 1980 until 2010 are presented in
Table 1, and Figure 1 shows sigma FRHI{FLHQW
has been calculated on this basis. The growth of sigma

SURGXFWLYLW\ OHYHOV LQ &DQDGD DQG $PHL
show the catching up trend that may indicate the process
of convergence.
The process of sigma divergence in terms of labour
productivity in agriculture is especially visible from the
PLG V LQ WKH FRXQWULHV IRUPLQJ WKH ($¢
countries, labour productivity is extremely low when
compared to countries from other analysed groupings.
Moreover, there is just a slight growth in labour
productivity in the period concerned or its decline in case
of Kenya and Burundi. In the majority of these countries,
the increase in agricultural value added was accompanied
by@n \neie@sd e r@mber of workers employed in
DJULFXOWXUDO VHFWRU WaKbsitiveLrste WHAHFWHG |
change . A very low labour productivity is determined
by a large share of employment in agriculture of these
countries, low capital endowment of agricultural worker
DM EZKHOO DV GLI(FXOW QDWXUDO FRQGLWLRQV
Although the convergence processes are limited, they

FRHI(FLHQW FDQ EH QRWLFHG DPRQJ JURMNSEQMged/iR R DY) WKRQG 0(5&2685 JURXSLQJV
1$)7$ DQG WKH ($& ZKLFK LQGLFDWHV W KHeJEftXx gorsisty of dighly (deugloped countries with

discrepancies between the countries of these groupings
in terms of labour productivity in agriculture. In case
of the NAFTA, it is caused by the growing differences

high GDP per capita and well developed agricultural
sector. In the period concerned, labour productivity
was increasing among the countries constituting both

LQ ODERXU SURGXFWLYLW\ DPRQJ &D Q8eringgy K Amogg ghe theyc=TA members the growth



Regional trade

agreements 1980-1989
&RVWD 5LFD 2498.8
El Salvador 1765.9
Guatemala 22138
Honduras 1008.8
Nicaragua
Bolivia 679.3
&RORPELD 2463.9
Ecuador 1769.0
Peru 990.6
Burundi 164.7
Kenya 399.9
Uganda 202.1
7DQ]DQLD
Rwanda 186.1
Iceland 44 201.2
Liechtenstein
Norway 14 535.8
6ZLW]JHUODQG 222325
Argentina 6 633.2
%UD]LO 13255
Paraguay 1389.5
Uruguay 5348.3
&DQDGD 18 990.5
Mexico 22254
United States 15 813.2

2000-2010
CACM
3581.0 4820.7
1792.1 22748
2592.0 2780.2
1279.7 1754.1
15328 2251.6
CAN
719.4 721.8
2764.7 2662.5
1395.0 1735.1
997.0 1382.8
EAC
146.9 102.7
348.1 354.7
191.8 212.3
220.8 265.1
195.9 2111
EFTA
47711.4 54 442.8
24134.1 35425.7
19484.3 23121.4
MERCOSUR
7933.0 10476.1
1863.5 32143
1749.6 2105.6
6 601.7 7931.1
NAFTA
32741.0 44 312.9
2333.8 2920.9
23185.6 42 652.5

Source: authors’ calculations based on World Development Ind

Annual average (constant 2000 USD)
1990-1999

icators database.

Change 2000-2010/
1980-1989 (%)

193
129
126
174

106
108
98

140

62
89
105

113

123

244
104

158
242
152
148

233
131
270



Table 2
Changes of agriculture value added and employment 4 in agricultural sector in the
selected regional trade agreements in 1980-2010 (%)

Agricultural value added Employment in agricultural sector
Regional Annual average changes Changes Annual average changes Changes
trade 2000- 2000-
agreements 1980- 1990- 2000- 2010/ 1980- 1990- 2000- 2010/
1989 1999 2010 1980-1989 1989 1999 2010 1980-1989
CACM
&RVWD 5LFD 0.02 0.04 0.02 2145 0.01 0.00 0.00 111.4
El Salvador -0.03 0.01 0.02 125.5 0.00 0.01 -0.01 97.9
Guatemala 0.00 0.02 0.02 172.8 0.02 0.00 0.03 137.4
Honduras 0.02 0.02 0.03 180.0 0.00 0.01 -0.01 104.0
Nicaragua . . 0.02 . . . -0.01
CAN
Bolivia 0.00 0.03 0.03 173.8 0.01 0.02 0.02 163.3
&RORPELD 0.02 -0.02 0.02 111.0 0.00 0.01 0.00 102.7
Ecuador 0.03 -0.07 0.04 118.9 0.00 0.01 0.00 121.6
Peru 0.03 0.03 0.03 204.3 0.02 0.02 0.01 146.2
EAC
Burundi 0.03 -0.01 -0.01 92.3 0.03 0.01 0.03 150.3
Kenya 0.03 0.00 0.03 164.4 0.03 0.03 0.02 185.2
Uganda . 0.03 0.03 188.7 . 0.01
7DQ]DQLD . 0.03 0.04 ) . 0.02 0.02
Rwanda 0.01 0.00 0.05 146.7
EFTA
Iceland 0.01 -0.01 0.00 111.9 0.02  -0[01 -0.01 91.2
Liechtenstein
Norway 0.01 0.04 0.02 154.7 -0.01 -0.02 -0.02 62.3
6ZLW]HUOI|DQG0.03 -0.02 -0.01 83.8 0.00 -0.01 -0.02 79.7
MERCOSUR
Argentina 0.01 0.03 0.02 163.02 0.01 0.00 0.00 103.3
%UD]LO 0.03 0.02 0.04 190.09 -0.01 D.00 -0.01 78.8
Paraguay 0.03 0.03 0.05 216.29 0.02 Q.02 0.01 142.2
Uruguay -0.01 0.04 0.01 148.87 0.00 001 -0.01 100.5
NAFTA
&DQDGD 0.02 0.00 0.00 125.35 -0.03  -0.02 -0.01 52.6
Mexico 0.01 0.01 0.02 134.64 0.01 .14 -0.01 102.8
United States 0.04 0.02 0.01 194.62 0.00 0f11 -0.02 72.7
Source: authors’ calculations based on the World Developmen t Indicators database.

1. On the basis of the conducted analyses it cannot
be clearly stated that membership in regional trade
DJUHHPHQWY LQAXHQFHG WKH SURFHVVHV R
of labour productivity in agriculture among countries
constituting a particular grouping. The tendencies
to eliminate spatial disparities between countries
in terms of labour productivity, expressed as
agricultural value added per worker, were noticeable
RQO\LQ UHODWLRQ WR WKH ()7$ DQG 0(5&268

4 Employment by sections and divisions-employed in agriculture, hunting, and forestry.



Moreover, beta convergence is also visible in case of support systems. Book Series: Economic Science
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in agricultural labour productivity in countries with University of Agriculture, pp. 126-132.
lower initial level of this factor. 6. &]J\]JHZVNL $ .XO\N 3 7KH 5SHODWLRQVKL:
2. Thereisanincreasein agricultural labour productivity Macroeconomic Environment and Economic Policy to
LQ WKH PDMRULW\ RI PHPEHU FRXQWULHS$JELPAXIOW RYEOLQ 'HYHORSHG &RXQWULHV DQG 3
WKH &%$1 WKH ($& DQG WKH 1%$)7$ +RZHY Hearsi%OH2808.FEkKonomista, No 2, pp. 189-214.
of this process varied from country to country, thus 7. (VSRVWL 5 &RQYHUJHQFH DQG GLYHUJHC
disproportions in labour productivity in agriculture regional agricultural productivity growth: evidence
within a particular grouping were often increasing. from ltalian regions. 1951-2002. Agricultural
The changes rate in this matter differs, which is a Economics, 42(2011), pp. 153-169.
consequence of considerable disparities in the level 8. *UJHODN $ %UHOLN $ B3URFHV\ NRQZHUJ
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added were faster than changes in agricultural labor 10. /LX < 6KXPZD\ & 5 O5RVHQPDQ 5 %DOO 9
resources. At the same time, it should be noted (2008). Productivity growth and convergence in
that these changes were already taking place when U.S. agriculture: New co-integration panel data
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agriculture. A reverse phenomenon can be observed of Economic Sciences, Washington State University,
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E-GOVERNANCE DEVELOPMENT EXTERNAL FACTORS ANALYSIS:
LITHUANIAN MUNICIPALITIES ON RURAL-URBAN DIVIDE

Egle Gaule 1, Dr., assoc., professor
Kaunas University of Technology
Gintaras Zilinskas 2 Dr., assoc., professor
Kaunas University of Technology

Abstract.  E-governance is the public sector’s use of information and communication te chnologies for communication.
Therefore, the usability of public organisations websites’ is a critical f actor for this interaction. While a conceptual
framework, technological innovation, services measurement, and mana gement of e-governance have been studied
extensively, its driving factors have not been well understood. The ai m of the article is to identify the external
factors that determine disparities of development level of the websites in Lithuanian rural and urban municipalities.
The correlation between 22 external economic, social, geographic, cultur al, and political factors and development
indexes of municipalities’ websites was investigated in this study. Dispari ties of the external factors were analysed
and compared between the groups of rural, urban, and total municipaliti es. Results of the study show that geographic

IDFWRU + D SRSXODWLRQ GHQVLW\ + KDV D VLJQL¢FD QWA Q FRS DEME RIQVW ¥ H. @ HIKHIDROS P K Q MF 109
VWURQJ DQG ZHDN UXUDOLW\ ZKLOH RWK H U QHJ )WAHDOQD O7 KIHF AFRRIS/O B U 1R IQHRWY WILQ DO HFRQRPL
DQG JHRJUDSKLF IDFWRUV KDV D VLIQL¢FDQW LPSDFWERQWHM LEHWIKE RISRKEW R HWHRW B0 ZHQ

municipalities. One cultural factor — the number of colleges and universities — has an impact on the development of

ZHEVLWHYV LQ WKH JURXS RI WRWDO PXQLFLSDOLWLHWK®HRSRQLW XKRD®R XWWFW R UO READ30 QAR Q/RL
determine the development of municipal websites. The major challenge remains to not only increase the overall level

of e-service usage but go for the e-communication. The internal factors analysis is required for the comprehensive

evaluation of driving factors impact.

Key words: e-governance, municipal websites, urban and rural municipalitie s, Rutgers index, e-governance

development factors.
JEL code: 0180, R520

Introduction websites and the external factors in the groups of rural,

E-governance is the public sector’s use of information urban and tota! municipalities; ar:d d) to reason ,thT
DQG FRPPXQLFDWLRQ WHFKQRORJLHV  RFMabipqoR impagtqn the gsvelopment of municipal
WR LQFUHDVH WKH HI¢(FLHQF\ RI JRYHUBPIFS We REHHORIpELs gy external factors that

strengthen democracy, enhance transparency, and have impact on the development level of municipalities

SURYLGH EHWWHU DQG PRUH YHUVDWLOHW?PE??‘LFHV WR FLWL]H@VWD

G
EXVLQHVVHV 7KH ,&7 DUH EHFRPLQJ LQFUHDVIGIRM IS BRYKBE KHDQDOWLY RI VFLHOWL,
comparative and logical analysis, methods of induction

and generalisation, and correlation analysis using
statistical program SPSS. Information sources used in this
article: the data on the development level of Lithuanian

in the communication between local governments and
stakeholders, which makes the usability of municipal
websites a critical factor in the government—stakeholder
communication. Municipal websites may be used for the

dissemination of information to stakeholders, delivery municipal websites of January 2012 estimated by the
of public e-services, and participatory democracy methodology of Rutgers E-Governance Performance
(e-participation) implementation on the local level. Index and municipal data of Lithuanian Department of
Many international and national studies on the municipal Statistics.
websites  development assessment and ranking
(considering the quality of the website itself) have been 1. E-governance on the local level
carried out. However, the factors that determine the level LGHQWL,FDWLRQ DQG H[SORUDWLRQ
Rl ZHEVLWHY GHYHORSPHQW DUH QRW VXI¢ FLHRYWHOMQIDRAH WY JIWWH G XEOLF VHFWRUTV XVH |
yet. the aim of improving information and service delivery,
The aim of the article is to identify the factors that HQFRXUDJLQJ FLWL]HQ SDUWLFLSDWLRQ LQ WKH G
determine disparities of Lithuanian municipal websites process and making government more accountable,
in urban-rural division. The tasks of the research: WUDQVSDUHQW DQG HIIHFWLYH 81 7KH ,&7
a) to identify the external factors of e-governance twenty-four hours a day, seven days a week availability
GHYHORSPHQW E WR ¢(QG WKH FRUUHODeMLIRGEY EHWZHHQ WKH
development indexes of websites and the external E-government  encompassing information  and
factors in Lithuanian municipalities; c) to compare transactions is evolving into e-governance — more
the correlations between the development indexes of complex interactions going to the agenda setting and

1 E-mail address: egle.gaule@ktu.lt
2 E-mail address: JLQWDUDV JLOLQVNDV#NWX OW
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Source: authors’ construction based on Melnikiene R. et al., 2011
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Table 2
Correlation between Lithuanian Municipal Website Development F actors and Rutgers E-Governance
BHUIRUPDQFH ,QGH[ DV RI -DQXDU\ 6SHDUPDQ FRHI(FLHQW
Rutgers index in local municipalities
g
.| 3 . 2 £ = ™ S [t}
S |5 Website development factors T g N2 = 4 _rg < g T =
0 S 29| 38| 55 | 39| £~ | &5
S “ i WT @ < z 4 S o
2 =] € x £z
% c S 5 © 5 ] e é 11
w = b %’ €| £
@ s
1. Foreign direct investment (2010) -0.11 |[-0.36 10.34 0.16 -0.54 0.78" | 055"
2. Employed persons (2011) -0.17 |-0.21 {0.21 0.32 -0.04 033" | 057"
Q
3. g Registered unemployed (2011) 0.09 -0.26  +0.18 D.36 -Q.15 0.87" | 055"
4. § Average net monthly earnings (2011) -0.25 |[-0.04 |0.37 D.18 -0.03 0.61 0.31°
i} - - =
5. Operating economic entities (2012) 0.21 -0.24 t0.31 .31 -0.01 0.84" | 059"
6. Tourists (2011) 0.61 -0.18 t0.18 D.18 0.10 0.[70 0.48 "
7. Population (2012) 0.07 -0.22 t0.28 .35 0.02 0.85" | 056"
8. Working age population (2012) 0.05 -0.24 10.27 .35 0.02 084" | 056"
9. = Retirement age population (2012) 0.21 -0.07 t0.22 .34 0.06 085" | 058"
10. | S |Mmales (2012) 0.06 [-0.22 }0.29 (.35 004 0.84" | 0.56 "
%)
11. Females (2012) 0.07 -0.21  +0.27 .35 0.01 0.85" [ 058"
12. S5HFLSLHQWY RI VRFLDO DVVLVWDI@BH BRDHHW/ 039 -0.14 090" | 048"
13. Live births (2011) -0.12  -0.08 -04p 0.30 0.02 0.54 | -0.06
14. | o Population density (2012) -0.78 * | -0.14 | 0.54" 0.24 0.26 0.36 0.35 "
15. |5 |Area 072 |-011 {027 -0.08 -0l15 078" | -0.12
16 g Urban population (2012) 0{15 0.38 0.1y 0.36 0.11 0.85" | 0.60 "
17. | € |Rural population (2012) -0.03 -0.31 -0.3 -0.09| -0.12 | 0.75 -0.29 *
18. ; &ROOHJHY DQG XQLYHUVLWLHV - -0.31 [-0.05 .34 0.33 0{74 0.54 "
19. | o |Libraries (2011) 0.27 0.09 [0.24 D31 Q.02 0/50 0.09
20. g &XOWXUDO FHQWUHYV 0.21 -0.06 t0.09 -p.11 -013 0.12 -0.05
21. Museums (2011) 0.62 -0.29 t0.23 24 -Q08 049 -0.02
©
22. é Voter turnout to local councils (2011) -0.04 -0.13| 0.12 -0.06 |-041 D. 27 -0.03
g
&RUUHODWLRQ LV VLIJQL¢,;¢FDQW DW WKH OHYHO
&RUUHODWLRQ LV VLIJQL¢{FDQW DW WKH OHYHO
Source: authors’ calculations based on the Statistics Lithu ania data
index of municipal websites is higher. Analysis results level of websites in rural and urban municipalities.
revealed that the development of municipal websites was 6WDWLVWLFDOO\ VLIQL{,FDQW VWURQJ SRVLW!
not related with their area. found between the development level of websites and
This study showed that a medium strong positive these economic factors: the foreign direct investment
correlation was noticed only between one of the cultural uv S” WKH QXPEHU RI XQHPSOR\HG UV
factors — the number of colleges and universities — and S” DQG HFRQRPLF HQWLWLHV UV S”

WKH GHYHORSPHQW OHYHO RI ZHEVLW H \rbad ¥unicipalit®s (N=7). The correlation between the
W LV HVWLPDWHG WKDW WKHUH DUH Q Rurvbét bfwployet pedsons\ahd Rutgers DidexMs weak

correlation between the development level of websites uv S’ 6RFLDO IDFWRUV KDYH ELJJHU L

and the number of libraries, cultural centres and the development of municipal websites. Strong correlation

PXVHXPV 7KHUH DUH DOVR QR VWDWLVW Li§rdi@el heiv@éryttrel €&lbpthenDl &Y df Rebsites and

between the development level of websites and the voter WKH QXPEHU RI SRSXODWLRQ UV S” ZRU

turnout to local councils (the political factor). SRSXODWLRQ UV S” UHWLUHPHQW DJH
The results of this study showed clear differences uv S” PDOHV UV S” IHPDOHYV

between the factors that have impact on the development uv S” DQG UHFLSLHQWV RI VRFLDO D
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Fig.1. LFA support per ha, LVL, the rate of SAP per ha, LVL,
and a comparison of these rates, %, in Latvia in 2004-2010
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Fig.2. LFA support in the regions of Latvia in 2004-2010, LVL
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and a lower one in 2008-2010. The largest difference
was observed for Pieriga and Zemgale with 14%, the
smallest one was observed for Riga with 5%, while

WKHUH ZHUH PHGLXP GLIIHUHQFHYV

IRU 9LG]HF

11% and Latgale and Zemgale with 9%;

during both periods,

the greatest support per

1 ha, ranging within LVL 35-39, was paid in Latgale,
followed by Riga with LVL 34-37, whereas the
VPDOOHVW ¢(¢QDQFLDO VXSSRUW ZDV DYDLODEO
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Fig.3. Area declared for LFA support in the regions of Latvia in 2004-2010,
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Fig.4. LFA support per 1 ha of the area declared for this support in
the regions of Latvia in 2004-2010, LVL
Table 2
LFA support in the regions of Latvia in 2005-2010, LVL
Years/ Region Pieriga Vidzeme Latgple Kurzeme Zemgale Average
2005 274 2008 1633 971 902 1177
2006 309 1841 1464 1139 1134 1212
2007 462 1513 1360 1095 945 1157
2008 359 1269 1502 949 1080 1093
2009 440 1289 1618 1060 1050 1143
2010 414 1542 1758 1124 1307 1267
2010/2005, % 151 77 108 116 145 108
2010, % of average 33 122 139 89 103 100
6RXUFH DXWKRUYV FDOFXODWLRQV EDVHG RQ /9%$(, G 3LOYHUHDQ E
Table 3
Share of LFA support in the total amount of support paymen ts in the regions of Latvia in 2005-2010, %
Years/ Region Pieriga Vidzeme Latgple Kurzeme Zemgale Average
2005 3 16 20 14 8 13
2006 2 16 20 11 9 12
2007 4 6 20 11 7 12
2008 4 13 15 9 7 10
2009 5 13 17 10 7 11
2010 5 14 17 10 9 11
2010/2005, % 175 87 88 68 113 89
2010, % of average 45 123 152 84 7 100

6RXUFH DXWKRUfV FDOFXODWLRQV EDVHG RQ /9%(,

amount of SAPs, one can see that the LFA support

Latgale, where the LFA support exceeded the amount
of SAPs 2.1 and 2.6 times, respectively; over the next
years, its role decreased, and in 2010 it was 50% and

G 3LOYHUHDQ E

62%, respectively, of the amount of SAPs. The LFA
SOD\HG D VLJQL,{FDQW UROH LQ WKH UHB@®RMWYRIDIPEEIPHFP DR®H LQ .XU]JHPH
of the amount of SAPs in 2010, while a small role
belonged to LFA support in the regions of Riga, Pieriga,

and Zemgale.
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/\

Factors of direct effect
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number of working population;
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number of jobs;

investment in employment;
wages;

performance of the State
Employment Agency;

x diversity of jobs etc.

X X X X X X X

Factors of indirect effect

X X X X X X

6RXUFH DXWKRUVYT FRQVWUXFWLRQ EDVHG RQ 6BWODMD ,

Zvaigzne A., et al., 2012.

availability of home;

public transportation;
quality of roads;
opportunities for education;
health care;

availability of services etc.

S5OLKQHIVAEDY D/

Fig.1.2. Factors of direct and indirect effect on employment in Latvi a




Table 2.1
([SHUW UDWLQJ UHVXOWY UDQNV DQG FRQFRLDGD-QIG-DQMHMFLHQWV RU

Experts Rank Rank

Factors | | | | I G L L, GZ
I I_' YL R

number of jobs -13.9 193.21

wages -13.9 193.21

L, =109 - S$-1102.90 -
Source: authors’ calculation based on the data obtained in Decemb er 2012, ranking the factors of direct effect on
employment by the experts
An average value of the rank sum L may be calculated

by using Formula 2.2 (Kendall M.G., 1955; Diakov N.,
Krug G., 1966).

W
L | h 2.2)
YLG e
I'n
Based on Formula 2.2 and the data of Table 2.1, the
average value of the rank sum L
The average value of the rank sum was 19.9.
7KH FRQFRUGDQFH PA&/H WaFdgHaDt\0.53,
ZKLFK LQGLFDWHG WKDW WKH H[SHUWYV ZHUH
their opinions and unanimously recognised such factors
of direct effect on employment as:
— Rank R No.1 — number of jobs;
— Rank R No.1 - wages;
— Rank R No.2 — number of working population;
— Rank R No.3 — number of enterprises;
0 dw di nierp
W 0 — Rank R No.4 — demographic burden.
W 1 2QH RI WKH PRVW VLJQL¢{FDQW IDFWRUV RI

on employment is demographic burden (Rank R No.4,

Table 2.1), which is indicated by the number of persons
W t05 : .

under and over the working age per 1000 capita.

The demographic burden increased in Latvia in
the period from 2010 to 2012. The difference in
demographic burden among the statistical regions is
comparatively small. In 2012, the demographic burden
LQ WKH UHJLRQV RI 9LG]HPH DQG /DWJDOH ZD)
on average in the entire Latvia, while in the other regions
it was lower.




































does not cover all the aspects related with the
external trade, including the legislation, and the factors



GH¢{;QLQJ WKH H[SRUW DQG LPSRUW FKD & dhsdlved/isBuds, RiKderihgl €@iiditions and factors that

exchange rate, customs rates, trade restrictions etc.).

Research results and discussion
1. Importance of the external trade in the
national economy of Latvia

Latvia is a small country with restricted resources of
domestic raw materials and it cannot specialise in the
production of a broad range of goods. Therefore, most
of goods have to be imported and the external trade has
always been and will be important in the development
of the national economy of Latvia. The external trade
balance (export-import balance) impacts both the GDP
and other indices of the economic development, like
HPSOR\PHQW DQG XQHPSOR\PHQW
the currency exchange rate etc., thus, the trade balance
presents an important index of the national economic
independence and development (Sulca O., Sproge |.,
2009). The external trade allows each country to use its
resources in a more comprehensive manner, providing a
versatile range of goods and services to its residents and
the required raw materials as well as modern machinery
and technologies to its producers (Olevskis G., 2003).
Thus, the external trade contributes to the fast and
advanced economic growth of a country presenting the
basis for the improvement of the people’'s standard of
living and improvement of welfare. Since the restoration
of the national independence, the export of goods and
services has amounted to approximately 45% and the
import to above 50% of the GDP. More than 70% of
export and import transactions of Latvia currently relate

L QA D Wb Raioh@Wih!

impede the development of external trade of Latvia and
restrict the competitiveness of Latvia. The external trade
balance of Latvia has been negative since 1993 because
the import of goods has exceeded the export of goods
considerably. It is partially compensated by the positive
balance of services; however, the value of the balance of
services is lower than the negative balance of goods (it

FRYHUV RQO\ RI WKH HIWHUQDO WUDGH GH¢FLW
LQ WKH GH¢{¢FLW RI WKH FXUUHQW DFFRXQW RI W

payments (BOP) of Latvia. Although during the crisis
period (2008-2010), the position of the current account
of the balance of payments improved (in the 2nd quarter
of 2009, the surplus of the current account in Latvia
reached its_historically highest level, i.e. 13.6% of the
g&é ea%@(yyilﬁl]k{ort. However, this
does not indicate any stable trends, because along with
the increase of economic activity the import development
becomes faster resulting in the worsening of the current

DFFRXQW EDODQFH LQ WKH UG TXDUWHU RI

of the current account amounted to 1.8% of the GDP)

\

/IDWYLMDV %DQNDV GDWXED]JH ORUHRYHU WKH XQ

in Latvia is high, thus, in the near future attention should
be focused on increasing the export volume, searching
for new sales markets outside the EU, and securing the
improvement of the quality of goods and services of
Latvia and improvement of their competitiveness as well
as ensuring favourable conditions for the free movement
of goods and the development of external trade within
the EU. The competitiveness of export also largely
reveals the quality of life of the community, as the export
characterises the internal processes of the country and

ZLWK WKH (8 FRXQWULHV 5XVVLD DQG WKifd &Mel,HdAd Sindicdtdd %42 WhkkLdddfee the current

also present an important trade partner. Generally, Latvia
engages is external trade transactions with more than
190 countries, the biggest trade partners of Latvia in
2012 included Lithuania, Estonia, Russia, Germany and
Poland, and their respective share in January-September
2012 amounted to 53.9% of the total export volume of
the countries and 57. 3% of the total import volume of

policy and the society structure guarantees the long-term
international competitiveness and also welfare.

2. Development trends of the external trade
of Latvia from 2000 to 2012

The analysis of the external trade of Latvia (from
2000) may result in distinguishing of several stages with

WKH FRXQWULHV /DWYLMDV DUHMD WLUG{iRekditchdrdtéristic develobmBrttinds:

has played an important role in the recovery process
of the national economy of Latvia following the global
¢QDQFLDO FULVLV ,Q
the GDP change amounted to 5.4% and in 2011, it was
6.6% (Economic Development of Latvia, June 2012). The
export volumes of goods and services have currently
reached the historically highest level and continue to
undergo growth. The increase of the Latvian export of
goods and services (in constant prices) amounted to

1) 2000 - 2003, when reforms were initiated to ensure
that Latvia could join the economic area of the EU

WKH FRQWULEXWhR&@ndR thed HiPRBHpbtitikeRess pressure;

2) 2004 - 2007, when rapid and dynamic development
of external trade took place based upon the increase
of both the domestic and external demand, at the

VDPH WLPH WKH GH¢{¢FLW RI WKH WUDGH RI

balance of payments were increasing rapidly;
3) 2008 - 2010, when the national economy of Latvia

LQ DQG GXULQJ WKH ¢(¢UVW WKUHH eheblhiéNdotthd ¥cofomic crisis which was promoted

2012 (compared with the relevant period of 2011) the
export increased by 9.2%. The fastest export growth (in
current prices) in 2012 referred to the product groups
of drinks and also electrical devices and electrical
equipment (43.9% and 29.6%, respectively); however,
the export of pharmacy products and vehicles decreased
during the period of January-September 2012 (by 18.6%
and 12.7%, respectively) (External Trade of Latvia...,
2012). The development of external trade of Latvia is
promoted by the comparatively well developed transport
infrastructure, which allows (Latvia) to be part of the
economic processes of both the Scandinavian and the

by structural, cyclic and external environment

factors, and which caused a rapid decline of the

GDP as well as the volume of external trade and the
FXUUHQW DFFRXQW GH¢{FLW
4) starting from 2011, when the national economy is
undergoing stabilisation, the GDP, export and import
volumes are gradually increasing.
'XULQJ WKH ¢UVW VWDJH IURP
experienced a rapid economic development (the average
annual GDP growth equalled 7.5%) which encouraged

also the development of external trade. The annual

growth of the volume of the export of goods of Latvia

&HQWUDO DQG (DVWHUQ (XURSH FRXQW U L #l¥ng6iNé Lifé pYitidHitdil 2090 Do WEOR it current
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Table 1

Export and import of goods of Latvia in 2004 - 2007 (in current prices, min LVL)

Year Export  Import

Balance of the trade of goods

Balance of the trade of goods in
relation with the GDP (%)

2004 2278.1 (37811 —-1502.9 -20.2
2005 3031.3 |[4746.3 -1715.1 -19.1
2006 34318 |6288.2 —2 856.4 -25.7
2007 42144 |7750.5 -3536.1 -24.0

Source: authors’ estimations based on the data of the balance o

prices) amounted to 11-12%, in 2003, this growth was
17%; at the same time import was also growing (by 13%
in 2002 and by 19.7% in 2003); thus, the negative trade
balance of Latvia deteriorated further. During this period,
there were no considerable changes in the structure of
external trade or its distribution by countries or product
groups. The EU-15 countries, the other Baltic States and

f payments (database of the Bank of Latvia)

and food products accounted for a major share (above
30%) of the total export volume, and the intensity of the
export of goods with higher value added was very low
in Latvia in both 2004 and 2007. The ratio of the export
of goods and services to the GDP did not change a lot
during these years either (in 2007, the ratio of the export
of goods to the GDP equalled 28.6% and the ratio of the

WKH &,6 FRXQWULHYVY ZHUH WKH PDMRU Weib éf sBriddéM@QtheUCDP WRR12.8%, i.e. the ratio

and its products as well as vehicles, metal processing and
machinery products dominated in the export of goods.
Metal processing and machinery products, products
of the chemical industry and related sectors were the

of the export of goods to the GDP even decreased by
2.1 percentage points compared with 2004).

In 2008, along with the economic recession, both in
Latvia and globally, the trend of decrease of both export

PDMRU SURGXFW JURXSV LQ WKH LPSRUW Q®RG LRBEYWWKRIPEQBWHG DQG LQWHQVL,HG DV

database).

A rapid increase of the export of goods and services
was experienced after Latvia joined the EU. During four
years following the joining of the EU, the average annual
increase of export of goods was 23% and that of services
was 22% (the database of the Bank of Latvia). During

\HDU ZLWK WKH GHFUHDVH RI WKH GH{FLW RI W
or the dominance of import over export. Similar trends
prevailed in the beginning of 2009, and in the middle of
the year the situation got more stable and the export of
goods even started to experience some growth. However,
the growth of export was restricted by the decline of the

WKH ¢UVW WZR \HDUV IROORZLQJ WKH MR[\WWHQ® RO @HMD®EG WEE WKH LQWHQVL,FDWLRQ

dominance of import over export decreased along with
the increase of export (in 2004, import exceeded export
by 66%, in 2005 - by 56.6%). However, the dominance
of import over export again increased up to 83% in
2006 and 2007 due to the decline of the speed of the

H[SRUW JURZWK 7DEOH 7TKHUHIRUH

trade balance of goods also increased simultaneously
deteriorating the status of the current account of the

the external markets. The possibilities of gaining positions

on new markets had shrunk considerably. Similar to the

SUHFHGLQJ WKUHH \HDUV H[SRUW WR WKH &,6
the other countries was growing faster than that to the

EU countries. The decline of the domestic demand, in

paKituladdd gobdsWithRohg-terihidsage, determined the

decline of import, which commenced during the second

half of 2007. In 2008, the decrease of import amounted

EDODQFH RI SD\PHQWYV GH¢FLW RI WKH F XUt besides th& deQdusdrdf iipoH exceeded that

balance of payments exceeded the level of 22% of the
GDP both in 2006 and 2007).

Following the enlargement of the EU the structure of
the external markets of Latvia experienced considerable
changes: the external trade with the 10 new EU Member
States increased much more rapidly and the cooperation
with the EU-15 countries did not change a lot. This was
conditioned by the slow growth of the national economies
of the Western Europe and the comparatively low demand
in these countries. Generally, the increase of the Latvian
export to the 10 new EU Member Stated in 2004 —2005
amounted to 70% on average annually, and in 2006 and
2007, the average annual increase amounted to 30%,
besides, the increase of export to Lithuania and Estonia
accounted for 90% of this. In comparison with 2003, the
external trade (export and import) with Lithuania and
Estonia increased threefold and at the end of 2007, it
accounted for more than 30% of the total trade volume
with the EU countries. The structure of the export of
goods also changed. Although the share of wood and
its products in the total volume of the export of goods
had been decreasing since 2004, wood, and agriculture

of export, and this situation lasted until the 2nd quarter

of 2009. Vehicles, machinery and equipment as well as
wood and its products dominated in the declining groups.
Only the increase of the import of mineral products and
agriculture and food products was meaningful. Along
with the decline of import its dominance over export
decreased from 92.6% in 2007 to 69.9% in 2008, and
WKH QHJDWLYH WUDGH EDODQFH GHFUHDVHG E
database). In 2009, the total turnover of the external
trade was LVL 3750.7 min or 31.4 % below the level
of 2008. Export decreased by almost 20% and import
decreased by almost 40%, thus, improving the balance
of the external trade of Latvia (Figure 1).

The improvement of the trade balance had a positive
impact upon the current account of the balance of
payments of Latvia where there was a surplus at the
end of the year (8.3% of the GDP). The structure of
the Latvian export also changed slightly as regards the
groups of countries. The share of the EU-15 countries
decreased to 35% and the export of Latvia to other
countries experienced a slight growth (by 2%). The fact
that as of the mid-2009 the export has not been declining
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Wood and wood products, and
charcoal were mostly exported to Sweden (14.5%), the
United Kingdom (13.1%), and Germany (11.6%); iron
and steel were exported to Poland (24.1%), Algeria
(14.9%), and Turkey (14.7%); mineral products - to
Poland (21.7%), Lithuania (21.1%), and Afghanistan
(16.6%). Mineral products, mechanisms and mechanical
devices, and electrical devices and electrical equipment
dominated in the import structure of Latvia in 2012.
During the period of January-September 2012, mineral



Table 2

Development of the export and import of mineral products in Latvia from 2000 to 2012
(thou. LVL, current prices)

Year Total incl. mineral Share of mineral Total incl. mineral Share of mineral
export products products in the import products products in the total
total export (%) import (%)
2000 1131315 30670 2.7 1933935 249397 12.8
2001 1256402 21249 1.7 2201565 245058 111
2002 1408816 24058 1.7 2497386 243187 9.7
2003 1650630 26419 1.6 2989166 296857 9.9
2004 2150027 114114 5.3 3805258 481649 12.6
2005 2888234 265229 9.2 4867011 752828 15.5
2006 3293210 182157 5.5 6378477 854771 134
2007 4040293 165426 4.1 7780231 896674 115
2008 4428945 184029 4.1 7527687 1171231 15.6
2009 3602243 199629 55 4709779 808586 17.1
2010 4694885 283115 6.0 5911949 907637 15.3
2011 5998518 548649 9.1 7719105 1337932 17.3
2012 4941300 457900 9.3 6826400 1160000 18.3
-IX

Source: CSB database

products were mostly imported from Lithuania (39.7%),
Russia (24.3%), and Belarus (15.2%); mechanisms
and mechanical devices were imported from Germany
(22.0%), Lithuania (9.9%), and Estonia (7.6%); while
electrical devices and electrical equipment were imported
IURP *HUPDQ\ /ILWKXDQLD
(10.5%).

3. Export and import of mineral resources in
Latvia from 2000 to 2012

Mineral products present an important group in the
external trade of Latvia. According to the combined

products covers the following: salt; sulphur; earths

and stone; plastering materials, lime and cement
&KDSWHU ores; slag and ash &KDSWHU

mineral fuels; mineral oils and products of their

distillation; bituminous substances; and mineral waxes

the construction and which are comparatively cheap are
exported from Latvia to other countries. Latvia imports oil
products (gasoline, diesel, HFO), natural gas, electricity
and other energy resources from other countries, and the
share of non-metallic mineral products in the total import

D Q@unge KsLoQrbparatively low (salt and various materials

required for the construction are imported to Latvia). As
the analysis of the development of the external trade of
non-metallic mineral products was set as the aim of this
article, the further analysis will not cover oil products

DQG RWKHU SURGXFW JURXSV RI &KDSWHUV
&1 DQG ZLOO IRFXV RQ WKH SURGXFW JURXSYV

QRPHQFODWXUH RI JRRGV &1 WKH JURXWKRI&PLIRQQDGFKUHH SURGXFWY GRPLQDWHG

in the product group of non-metallic mineral products
in 2012: cement (2523), gypsum rock, gypsum (2520),
and salt (2501); as regards the import - the dominating
products were gravel, pebbles (2517), salt (2501), and
cement (2523). The comparison of the structure of

&KDSWHU ,QWUDVWDW "X UL Qexpow ki inpertugosds shows that there have been

of January-September 2012, the export of mineral
products accounted for 9.3% of the total export of
goods and presented the third most important product
group within export; besides mineral products are the
leading group of products in export accounting for almost
RQH ¢IWK RI WKH WRWDO LPSRUW RI

no considerable changes (if compared with 2000). In

DOVR WKH ¢UVW WZR SRVLWLRQV LQ WKH F

to cement and gypsum rock, gypsum and the third
position was taken by gravel, and pebbles (2517); as

UHJDUGV WKH LPSRUW WKH ¢UVW SRVLWLRQ Z
J Rebldes, thepseeand MO ventel End the third - to salt

WLUG]QLHFLED« 7KH LPSRUWDQFH R (Table3Hand4p SURGXFWV

in the external trade of Latvia has increased considerably
since 2000, in particular, following the accession to
the EU (Table 2). Still, it has to be noted that during
the whole studied period the import of mineral products
has been exceeding the relevant export volume and this
is determined by the different structures of export and
import.

Mainly cement, gravel, gypsum rock, gypsum and
other non-metallic mineral products which are used in

The review of the development of the three major
export products over years reveals that the income
from exports of cement as well as gypsum rock and
J\SVXP KDV EHHQ AXFWXDWLQJ
markets during the time period from 2000 to 2011
(Figure 3).

$V LW FDQ EH VHHQ IURP WKLV ¢JXUH WKH H

of cement has increased rapidly in 2007 and 2008, then
it sharply decreased in 2009 due to the economic crisis

D ORW RQ W



&HPHQW
Gypsum

Salt

Gravel, pebbles, crushed stone

&KDON

&0OD\

Sand

Granite, sand rock, stones for construction
Dolomite

Quicklime, slaked lime

Magnum carbonate, magnesium
Limestone

Total

Source: Eurostat

2000

1882195

1336031

60091
1540339

4
992
77951

795

513

130
0

4899041

2005

1031128
4780413
1167456
221028
20186
28035
221605

122968

4752
0
0
15732
7613303

2011

48089907
5854969
2691240
688267
308638
224839
193604
32304
19047
16366
2657
598
58122436

2012 (January-
October)

40018727
6175637
1990222
443920
116053
34148
211665
441568
6710
6823
4144

49449617



Gravel, pebbles, crushed stone
Salt
&HPHQW
clay
Granite, sand rock, stones for construction
Sand
Gypsum
Magnum carbonate, magnesium
&KDON
Dolomite
Limestone
Quicklime, slaked lime
Total

Source: Eurostat

2000

5801287
2535462
4313441

680571
1261434
833336
809303
542465
194170
116078
682338
49354
17819239

2005

16888481
5135188
10873670
1709574

3263201

1183556
793627

523360
152348
1359698
424092
232530

42539325

2011

10870530
10125815
5185492
3452852
3137495
1331164
1011604
739915
502053
348662
329731
292143
37327456

2012 (January-
October)

12481346
6608059
4663154
2813955
8359
1297379
818908
2375192
809660
172140
545946
403849
33825586

98



The demand for cement as well as gypsum rock and
J\SVXP KDV EHHQ TXLWH AXFWXDWLQJ RQ WKH
markets during the period from 2000 to 2011. The
export of cement increased rapidly in 2007 and
2008, then it sharply decreased in 2009 due to the
economic crisis and increased quite rapidly again in
2010 and 2011.

The export of gypsum rock and gypsum experienced
amoderate growth up to 2008, then it decreased and
did not regain the pre-crisis level until 2011. Similar
trends can be seen also in the import of products.

Russia, Baltics and the Scandinavian states are
important Latvian trade partners. Russia is the
biggestexport market for the Latvian cement followed
by Finland. Estonia is the main partner of Latvia as
regard the import of cement. Gravel and pebbles are
mostly exported to Lithuania, while Norway is the
main import partner, followed by Lithuania, Sweden,
and Estonia. Lithuania and Estonia present also the
main sales markets for gypsum rock and gypsum
from Latvia.

The potential of mineral resources of Latvia is not
fully utilised either for the satisfaction of domestic
needs or for export. Only a small part of the mineral
resources available in Latvia is involved in the
economic operations, there is a lot of not surveyed
DQG XQLGHQWL¢{HG UHVRXUFHV LQ /DWYLD
mineral products are imported, although Latvia could
replace the import and fully satisfy the domestic
demand for construction materials (cement, gravel,
clay etc.) by using its own resources; also too little
attention has been focused on gaining market shares
on new export markets; export partners of Latvia
have changed very little during the past 10 years.
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Mokescio uz valstybinius gamtos isteklius
istatymas, Informativais zinojums “Par dabas resursu nod okla piemerosanas praksi dabas resursu ieguvei Latvija
salidzinajuma ar lgauniju un Lietuvu un izvertejumu un pr iekslikumiem par valsts ienakumiem ilgtermina saistiba ar
dabas resursu izmantosanu”






























Z. Garanti, A. Zvirbule- Berzina 7TRZDUGV O0XOWL 'LPHQVLRQDO 5HJLRQDO &0XVWHU ,GHQWL

NACE

Industry code NS IM RS
Manufacture of fabricated metal products, except machinery and equipment & -78 -105 756
manufacture of artces of sraw and plafing materts & | w5 |56 |70
Retail trade, except of motor vehicles and motorcycles G47 -1002 | -722 660
Residential care activities Q87 -158 152 618
Wholesale trade, except of motor vehicles and motorcycles G46 -195 | -141 550
Manufacture of fabricated metal products, except machinery and equipment & -78 -105 756

Source: authors’ calculations based on Equations 1,2,3



Industry 'zggeE LQ,s | LQuom Changes
Manufacture of motor vehicles, trailers and semi-trailers & 3.26 4.34 1.08
Other manufacturing & 5.53 4.10 -1.44
&URS DQG DQLPDO SURGXFWLRQ KXQWLQJ DQG UH@OIWHG3WHUY IBFA DFWQLYLWLH
Other mining and quarrying BO8 4.25 3.75 -0.50
Residential care activities Q87 1.89 3.02 1.13

Source: authors’ calculations based on Equation 4




Z. Garanti, A. Zvirbule- Berzina

7TRZDUGV O0XOWL 'LPHQVLRQDO 5HJLRQDO &0XVWHU ,GHQWL

Step 1:  Identify competitive enterprises specialised in the particular
particular region
— Shift-share analysis
— Location quotient
— Ellison and Glaeser’s agglomeration index
— Maurel-Sédillot index
'"HYHUHX[ *ULI¢{¢WK 6LPSVRQ LQGH]

industry and located in the

Step 2:  Map government institutions and other institutions aroun
Research needed for links between industry and institutions using qualita
— interviews,
— questionnaires,
— focus groups,
— document analysis etc.

d agglomerated industries
tive research methods:

Step 3: _ Provide evidence of existing linkage between agglomerated ind ustry and
complementary industries
— Input-output model
— Qualitative research methods

Step 4:  Complete the analysis
Summarise statistical and research data to identify regional clusters

Source: authors’ construction

Fig.4. )JUDPHZRUN IRU FRPSOHWH UHJLRQDO FOXVWHU GRPHQVLRQ LGHQWL/,FDWL

manufacture of motor vehicles, trailers, and semi-trailers
industry, where RS is also positive. Though, there are
number of industries that show high specialisation and
negative regional growth and vice versa. The authors
analyse the correlation between data in Figure 1 and
Figure 2.

It is obvious that there is no relationship between
LQ and Shift-share analysis and vice versa. In other
words, industries that are highly specialised in the
particular region can have negative regional growth and
industries having high regional growth are not
necessary specialised in that region. Results show that
using only two methods to identify regional cluster
is not enough, because it is not possible to come to
a single conclusion on industries dominating in the
region and forming regional clusters. Therefore, the
authors develop framework to indentify regional cluster
and its dimensions in the next section.

3. Framework to identify regional clusters

The authors argue that all the methods using
available statistical data are only identifying two
cluster dimensions that are enterprises working

information on the industries where it could be possible

WR ¢QG UHJLRQDO FOXVWHUV 7KHUHIRUH LW K
on a few fast growing industries that are concentrated

in the particular region. For the following steps, it is

complicated to have any statistical information, so the

authors suggest using quantitative analysis. Step two

requires to map government and other institutions

DURXQG WKH LQGXVWULHV LGHQWL¢{HG EHIRUH
an easy task but in case of regional clusters, these

institutions have to cooperate and collaborate with the

LQGXVWU\ 7KHVH OLQNYVY FDQ EH LGHQWL{HG RQO\ 7~
analysis. From wide range of possible qualitative

analysis, the authors suggest using interviews,

questionnaires, focus groups, and document analysis

(Bryman, 2012), to identify links between industry

and institutions. Interviews and questionnaires

with management will give information on informal

links, while document analysis will show formal links

that are made between companies and institutions.

Step tree requires detailed information and evidence

on existing links between industry and complementary

industries. Theoretical and practical studies (Hofe,

Bhatta, 2007) use Input-output model to identify inter-

industry linkages (Hirschman, 1958) that help recognise

SNH\" LQGXVWULHV ZLWK EDFNZDUG DQG IRUZDUC

LQ WKH VDPH LQGXVWU\ LQ WKH VSHFL Qualithtivé L Rr€seard /Dnférviews, questionnaires,

and also in other countries, statistical information
is limited to identify other cluster dimensions.
Therefore, the authors suggest using the following
framework (Figure 4) when identifying regional
clusters.

In the framework, the authors develop four steps for

focus groups, document analysis) is another way to
recognise linkages between potential cluster industry
and other industries. Both methods have drawbacks,
e.g. data availability for input-output method,
and time and resource consumption in qualitative
UHVHDUFK 7KH QDO VWHS R UHJLRQDO

WKH FRPSOHWH UHJLRQDO FOXVWHU GL Bridlgs¥L mgudess HsQnvkhary F Bhely L 8hQws  potential

The methods described and tested in Section 2 only

or existing regional cluster based on previous

UHIHU WR WKH (UVW VWHS 7KH (UVW ¥MwlysS. FDQ KHOS REWDLQ
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Fig. 4. Number of members of agricultural cooperatives in Latvia, 2004-2012
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Fig. 5. The share of number of agricultural cooperatives by branches in Latvia, 2012

































research of innovation in Latvia was started
comparatively recently - in the middle of 90s of the
last century. Latvian researchers were involved into
elaboration of national innovation concept, which

GH¢{QHV LQQRYDWLRQ QDWLRQDO

QDWLRQDO LQQRYDWLRQ SROLF\
$ $EHOWLjD
the latest innovation research in the context of

ground on subjective experience and comprehension of

researchers about economics and its processes.
Thediscussionsabouttherole andimpactofindividuals

and social processes on innovation were started among

researchers in the middle of 80s of the last century.

$EHUQDWK\ DQG &OdnlteNtothe DOUHDG\ GH¢{QHG

innovation elements knowledge created and accumulated

and experience of individuals and relation between

participants of economic systems. Therefore, they more

clearly marked the role of individuals, their relation, and

interaction in innovation processes. Few years later

- 1LRVL LQFOXGHG KXPDQ FDSLWDO DV WK

all other elements of innovation system, regarding

individuals as creators, depositors and distributors of

L Q Q Piodudiiver khowledgaN B.P LunBv@IG(2008) added to
'LPIWKRVH RSLIH®RO@QV WKH LGHD DERXW VLJQL¢FD
DQG RWKHUV K Do¥ ihdigdu&sy asG et emphasised the importance of

the number of individuals as critical mass in innovation

HFRQRP\ 7KHUH DUH VHYHUDO GH¢ QLW precésgesRsayingQnatRhe lndétshd@essful economies of

used in economic environment of Latvia. In the National

the world are those, which involve the largest possible

,QQRYDWLRQ &RQFHSW DFFHSWHG E\ WK huilieE of pébple, Rriclodir@ Lirdgrwlide) 8taff in creative

RQ )HEUXDU\

ZKHUH QHZ VFLHQWL:F WHFKQLFDO

other area developments and technologies are

LQQRYDWLRQ LV GH ¢ @GhihkindD dbirids B fexphitation of results The authors
VRBUBIG ZEWEBWWXKH RILPERQ WKDW DV OHVV 3FUF

separated from the rest of society, as more successful is

UHDOLVHG DV D SURGXFW RU WHFKQRORetbhonyDWLRQDO &RQFHSW

of Innovation, 2002).
During almost 100 years since innovation has been
researched, scientists still in the whole world continue

The development factors or elements have also been
viewed and analysed in the context of regional economic
development. Intarakumnerd et al. (2002) and Padilla-

GLVFXVVLRQV DERXW GH¢{¢QLWLRQ QDWXUHHHDG® DODOLWLKBYRIVWUHVVHG WKH UROH
LOQQRYDWLRQ $V PXFK DV DPELJXRXV L\anthnstiutiGnd ip chyMéitiéh EreBtion and exploration of

innovation, is opinion of researchers about the nature of
innovation. The question - what is innovation: instrument
(tool) for achievement of preferable result, action
(process) or outcome (product, service) - has not been
unequivocally answered.

knowledge as well emphasised the necessity for socially
and economically conductive environment promoting
GHYHORSPHQW 9 0 &RKHQ DQG ' $ /HYLQWI
DUH DFFHQWXDWLQJ WKH VLJQL¢{FDQFH RI D F
$ B5RGULJIXH] 3RVH LV VWUHVVLQJ VRFLD

JUHHPDQ SURPXOJDWHV RSLQLRQ W &d Winstitutlo@al RMVDANMERIQ of local territories.

in economic sense is commercial exploration of a new

Some researchers (Granovetter, 1985; Knack and

SURGXFW SURFHVV VAVWHP RU IDFLOLW \Keef¢tJ1987P Pack and Knack, 2001) pay attention to

He as well as L.Soete holds a view that speed of economic
development is directly dependent on emergence,
development, and obsolescence of technological systems
and emphases the role of developing enterprises in
innovation process. P. Drucker named innovation

social environment, highlighting, that positive social
environment and non-formal networks are promoting
learning, transfer, and dissemination of knowledge much
more effectively than itis realised in formal environment.

Non-formal approach is enabling to reach targets, which

D VSHFLDO WRRO IRU HQWUHSUHQHXUNBQ® RWKERKUHDGIRAHG ZLWKRXW VRFLDO FRQW
UHVRXUFHV ZLWK DELOLW\ WR FUHDWH EZR@JBHRFH'UMXHANHOLDB

% 7ZLVV FDOOV LQQRYDWLRQ
LOYHQWLRQ RU LGHD DFTXLUHV

3D S Bdeéarthevs ofZiKndwation and its systems as well
H F ReQeBrehes of FegiQna ldd@rwmic development, whose

) ILNVRQ GH¢{¢QHV LW DV *WRWDOLW\ RI WirksFh&@ bedh Gtuded) Iy Ghe RMhoiR Qf the article,

DQG FRPPHUFLDO PHDVXUHV ZKLFK

L \havé @deadtedQnRdéva@ionEhd economic development as

QHZ RU LPSURYHG SURGXFWLRQ SUR F H VegibnallyDr@y@ng pioEdsekk, Wiheke\ocal (in the context

$EHOWLjD $
In nowadays, in the international environment the
explanation of innovation elaborated by the group of

H[SHUWV HVWDEOLVKHG E\ WKH 2(&'

of the article - regional) social and institutional elements

play an essential role. Only their opinions split on the
TXHVWLRQ ZKLFK WKH PRVW VLIQL{FDQW RI WKI

Phe ADtits\oDXIVE BiftdR slikrbarised the elements and

&RRSHUDWLRQ DQG (FRQRPLF 'HYHORS P siQdtredi@@into QU GrousHaginginto accountboth:

in Frascati Manual is widely used. In accordance with

\HDUYV HGLWLRQ RI WKH PDQXDO
WKH VFLHQWL¢F WHFKQRORJLFDO

and commercial steps, including investments in new
knowledge, which actually, or are intended to, lead to
the implementation of technologically new or improved

innovation and regional economic development aspects,

LQQBF D@L RUKHF SHD@PRQWY Rl LQQRYDWLRQ V\V\
R U JIRQL BOMRPROVILAR Q RO UPIHLRQDO HFRQRPLF GHYHC

DUH 5(6285&(6 ODQG QDWXUDO UHVRXUFHV [
DQG WHFKQLFDO EDVLV 3$57,&,3$176 2) (&:
6<67(0 $1' 7+(,5 &2*1,7,9( 32:(5 LQGLYLGXDO\

SURGXFWY DQG SURFHVVHV"™ )UDVFDWL O0é&nxMs€es, and public and private institutions promoting

The proposed explanations of innovation and its
nature differ and continue to progress as interpretations

innovation); INSTITUTIONAL FRAME (formal mechanisms
created for coordination of economic processes: politics,
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Introduction

Academic research worldwide has proved that it is of
great importance to have sustainable companies in the
regionsto ensure the developmentof all regions. Statistics
has shown that many companies are established in Latvia
every year but not all of them are ready for long-term
activities as often owners and managers are lacking the
necessary skills and knowledge to survive and develop
the company on the market conditions. The authors
have researched the importance of different aspects of
management of small companies in Latvia and, especially,
the attitude of small companies managers towards
knowledge, experience, and other aspects related with
the company development. The research methods used
in the paper include academic publications analysis,
statistical data analysis, and a survey of entrepreneurs.
A mechanical sampling was applied for the survey to
guarantee random sampling and to be able to analyse
the data by statistical methods. Descriptive statistics —
indicators of central tendency or location and indicators
of variability were used for data processing. The analysis
of variance and cross tabulations was also used in the
research.

Theoretical background

Academic research worldwide has devoted a lot

Rl DWWHQWLRQ WR LPSRUWDQW

work of the companies, especially, small and medium
VL]H FRPSDQLHV DQG FRPSDQLHV
Knowledge management is among the most important
factors. Darshana Sedera and Guy Gable from Australia

management knowledge, management skills, small companies, regions,

experience.

SUDFWLFH 6HGHUD HW DO 6SDQLVK VFLH(
/IRSH] + 1lasFddd Pedro Soto-Acosta by examining
6SDQLVK VPDOO DQG PHGLXP VL]I]HG FRPSDC(

evaluated different aspects for knowledge creation and
three different orientations: informative, communicative,
DQG ZRUNARZ /RSH] 1LFRODV HW DO
companies arrive at quite different approaches and touch
economic, technological, organisational, geographical,
and sociological aspects — important emphasis is devoted
to knowledge exchange (Ensign et al., 2009). Knowledge
management systems go in tandem with fostering
HI¢FLHQF\ DQG LQQRYDWLRQ FRPSOHPHQWLE
aspects are analysed by international teams in the United
Kingdom, the United States of America, and Singapore
(Newell et al., 2003). There is a lot of research devoted
to different branches also by Lithuanian scientists
(Zavadskas et al., 2011). Innovative technologies are
reshaping the global economic landscape by improving
speed and ease of communications and interaction among
the various economic actors involved in the production
F\FOH &DUD\DQQLV HW DO
and innovation development in small companies are of
great interest in Finland, since attention is paid to these
issues also from technology side (Horsman, 2011). Small
companies have never been among the most attractive
HPSOR\HUV \HW VPDOO FRPSDQLHV FRXOG EH
IDFW R Wnore c@atiyeH@e cayly updestrke HQrgy risk. Danish

scientists — Ole Henning Sgrensen, Peter Hasle and Elsa
ORFDWBHWB hp® regearehad 1smallRenterprises while working

in them and examining their special risk by studying

reliable databases with the data on work environment

0XC

,QQRYDWLR

KDYH H[DPLQHG NQRZOHGJH PDQDJHP HQ wand @lexpHseHBor@engikaH, 2007). Alberto Grandop

company success, suggesting important implications for

and Valeria Belvedere in Tialy have evaluated difference



Total Micro Small Medium Large

LATVIA 5587 5098 384 81 24
Riga region 2902 2695 184 21 2

Pieriga region 1448 1316 97 27 8

9LG]JHPH UHJLRQ 213 197 3 14 -1
XU]JHPH UHJLRQ 167 129 25 7 6
Zemgale region 255 192 45 12 6
Latgale region 602 569 30 0 3

Source: Central Statistical Bureau of Latvia, 2013

Table 2
6WDWLVWLFDO LQGLFDWRUV RI VPDOO FRPSDQ\ REWHRY RADNOPRAHOUNG JHHVWLIQL,FDQFH

Statistical indicators Value of statistical indicators
Number of respondents 1188
Mean 7.91
Standard Error of Mean 0.06
Median 8.5
Mode 9
Standard Deviation 2.05
Variance 8
Minimum 2
Maximum 10
6RXUFH DXWKRUVY FDOFXODWLRQV EDVHG RQ WKH VDD HFR\P S/XQ\Y RZ QHHFHP EH U $XIXVW

Q (VWLPDWLRQ VFDOH =+ ZKHUH + QRW VLJQL:FQRMWDQW YHU\ VL






141.038 5 28.208 6.739 0.000
Within groups 4721.591 1128 4.186
Total 4862.629 1133
6RXUFH DXWKRUVYT FDOFXODWLRQV EDVHG RQ WKM VAP HFRVP SIXQ\YRX QHAHPEHU
Q (VWLPDWLRQ VFDOH = ZKHUH + QRW VLJQLYED®@W FD QW HU\

Table 4
6WDWLVWLFDO LQGLFDWRUV RI VPDOO FRPSDQ\ REYHRY RADHIBHWUVYDRHNWWLJIQL;FDQFH

Statistical indicators

Value of statistical indicators

Number of respondents 1188
Mean 8.95
Standard Error of Mean 0.038
Median 9.5
Mode 10
Standard Deviation 1.478
Variance 6
Minimum 4
Maximum 10

6RXUFH DXWKRUVY FDOFXODWLRQV EDVHG RQ WKH VPDQDJRRFSOXQUYRHAQHBHPEHU

Q (VWLPDWLRQ VFDOH & ZKHUH

below 8.5 (median). The biggest share of small company
managers gave evaluation 9 (mode, given by 27.3%
of managers). There were 4.4% of small companies
managers who rated the importance of knowledge
only by 2. Distribution of the evaluations done by

+ QRW VLJQLYED@IW FD QW HU\

majority of managers marked the evaluation 10 (mode).

Small company managers who evaluated higher the
importance of knowledge are more active on foreign
markets, adoption of new technologies, the increase
of productivity, the development of new services, and

VPDOO FRPSDQ\ PDQDJHUV RQ NQRZOHG Hdy ad thQé ackve @ Bippariraining. The results are

outlined in Figure 1.

Evaluations done by small company managers of the
knowledge importance are different by the regions of
Latvia; the results are shown in Figure 2.

7KH VLJQL¢{FDQFH RI
done by small companies managers in the regions
of Latvia were checked by the variance analysis. The
results indicated that the differences in the average
evaluations of knowledge importance by small

shown in Table 5.

The research results indicate that there is still a space
for better use of knowledge and experience in small
company management.

GLITHUHQFHV LQ WKH HYDOXDWLRQV

Conclusions
In 2011, numerous micro companies were
established in Latvia, especially, in Riga region and

FRPSDQLHV PDQDJHUV GLIIHUHG VLJQL FFBASHEP TR keeRthenpyl established companies

probability. The results of variance analysis are shown
in Table 3.

Experience is another issue related with the
importance of company (especially small company)
management. Small company managers in Latvia were
asked to evaluate also this aspect. The main statistical
indicators of small company managers evaluations
related with the importance of experience are shown in
Table 4.

The data of Table 4 indicate that the average
evaluations of the importance of experience are
VLIQL¢FDQW LQ WKH YLHZV RI VPDOO
since the average evaluation was 8.95 and the lowest
evaluation of small company managers was 4, the

active and successful, it is important to have experience,
will and knowledge to manage them. Knowledge is
DPRQJ WKH PRVW LPSRUWDQW
PDQDJHPHQW RI

knowledge for the company management: the average
evaluation was 7.91 with median 8.5, and mode 9 in the
scale from 1 to 10. There were 4.4% of managers who

HYDOXDWHG WKH VLIJQL{FDQFH RI NQRZOHGJH RQO

evaluation scale 1-10).

.QRZOHGJH VLIQL{FDQFH LQ WKH HYDOXDWLRQ

FeRMSY @riangyerg Differed by the regions of Latvia,

WKH GLIITHUHQFHYV ZHUH VWDWLVWLFDOO\ VLJQL¢

probability (shown by the variance analysis).

IDFWRUYV
VPDOO FRPSDQLHV &RPSDQ\ PDC
LQ /DWYLD KDYH GLIIHUHQWO\ HYDOXDWHG WKH \



management

) Evaluation of attitudes on different aspects of the company
Evaluation of 6SHFL¢F
knowledge Foreign New Produc- New - weight
VLIQL:EDQ market technology tivity products, Training  Total (%)
service

2 0 0 0 6 0 6 0.45

4 0 0 2 15 0 17 1.28

5 0 12 0 16 1 29 2.19

6 10 22 54 10 6 102 7.70

7 17 38 37 28 5 125 9.43

8 51 54 97 44 71 317 23.92

9 27 81 189 38 42 377 28.45

10 81 74 108 35 54 352 26.57

186 281 487 192 179 1325 100.00

6RXUFH DXWKRUVY FDOFXODWLRQV EDVHG RQ WKHK VPDQDJHABFSDXQUYRIZQHBHPEHU $XIXVW

Q (VWLPDWLRQ VFDOH # ZKHUH + QRW VLJQLYED®IW FD QWY HU\












