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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

©OoNo~wWNE



37. 8QLYHUVLW\ RI (FRQRPLFV LQ 3UDJXH WKH &]HFK 5HSXEOLF
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39. University of Social Science, Poland
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41. University of Zielona Gora, Poland
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44, Warsaw University of Life Sciences, Poland
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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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SUPPORT INSTRUMENTS FOR THE SECTOR OF SMALL AND MEDIUM
ENTERPRISES WITH A PARTICULAR FOCUS ON AREAS

Dagmara K. Zuzek  *, PhD
J)DFXOW\ Rl (FRQRPLFV $JULFXOWXUDO 8QLYHUVLW\ LQ &UDFRZ
Bartosz Mickiewicz 2, PhD, professor

J)DEXOW\ RI (FRQRPLFV :HVW 3RPHUDQLDQ 8QLYHUVKOW\ RI 7THFKQRORJ\ LQ 6]F]|

After Poland’s accession to the European Union economic units are obliged to obe y the legal and strategic
eservation and introduction of high
necessity for introducing of changes

edium enterprises in Poland. They are

Abstract.
norms ruling on the common European market, including those aimed at pr
standards for the protection of natural environment. The consciousness on the
related with production in protected areas is increasing among small and m

FKDUDFWHULVHG E\ KLJK ¢QDQFLDO RXWSXWV WXUQLR®SI3QMHQ WRW IEFRDQ RIL FAXW WEDW BEON SU

SDWWHUQ PRUH GLI¢FXOW LQ WKH GHVFULEHG VHFWRU RI HFRQRP\

The aim of the article is to indicate essential instruments of support for the companies of the small and medium
enterprises sector based on the main areas of support application.

Key words:  protected areas, sustainable development, support instruments.

JEL code: Q18

Introduction
The role that small and medium enterprises play in

WKH PDUNHW HFRQRP\ LV VLIQL¢{¢FDQW

innovation creation opportunities, including opportunities
for entrepreneurship development and growth of
economic competitiveness. The high share the sector
holds in the GDP generation is a reason for strengthening
the foundations of the sector operation and facilitating
access to innovative solutions. A modern enterprise ought
to become an innovative organisation, open to novelties,
perceiving the internal and external environment
from different perspectives, and, at the same time,
sensitive to market signals and expectations as well as

EHLQJ UHDG\ WR LPSOHPHQW FKDQJHV =X]H

Both theoretical and practical discussions are being
conducted regarding the principles and directions
for supporting small and medium enterprises. The
discussions touch upon the questions of determining
the subjective scope of granting aid (Piasecki B.,
1998), specifying the construction, including grade
VWUXFWXUH RI 60( VXSSRUW

6D¢Q

and pace of changes occurring in the environment
and caused by human activities. Establishment of
Plolgsteg 'S and éyspgfgbqf such areas constitutes
one of the most critical trends of protection recognised
in the world. The principles of nature conservation,
IRUPXODWHG E\ =DU]J\FNL DQG VSHFL{HG LQ Wt
Red List of Endangered Plant Species, are as follows
=DU]J\FNL . :RMHZRGD :
— preservation of the habitat to protect species or a
group of species;
— protection of the entire ecosystems or groups of
ecosystems (species’ habitat);
— protection of ecosystems and species in the place of
fgeir natural occurrence — in situ protection;
protected ecosystems ought to occupy the
largest possible areas (large ecosystems are
more ecologically stable and more resistant to

antropopressure);
— maintenance of spatial continuity of (protected)
natural areas - ecological connection between

ecosystenw |éut-f_rﬂabling species migration, being a

VLIJQL,FDQFH RI SXEOLF DLG IRU WKH VHF\R@&\@WC@H@OWB&E@HW {fym survival).
y <

(Misiag F., 2005), and other issues related with
the scope and effectiveness of the undertaken aid
actions.

The aim of the article is to indicate essential
instruments of support for the companies of the small
and medium enterprises sector based on the main areas
of support application.

Results and discussion
1. Areas of natural value as locations for
business activity of small and medium
enterprises

The protection of areas of natural value has presently
become particularly important on account of the scope

1 $XWKRU 7HO ID[
2 $XWKRU 7HO ID[
14

FLHQW HIIHFWLYHQHVVY LQ WKH DUHD
FRQVHUYDWLRQ LV FKLHA\ FDXVHG E\ OHJDO U
GH¢FLHQF\ LQWHU DOLD WKH SURFHGXUH RI
SURWHFWHG DUHDV = GLI¢(FXOW\ RI FUHDWLQJ SUF
UHODWLYHO\ ORZ OHYHO RI ¢QDQFLQJ IRU WKH DF
with nature conservation, scarcity of legal instruments
JHQHUDWLQJ EHQH{WV IURP RZQLQJ SURWHFWHG C
low ecological awareness of the society, and weak
enforcement of respecting the environment protection
regulations.

The Lisbon Strategy constitutes a starting point
for co-operation between enterprises and nature
conservation, targeted at the development of knowledge-
and innovation-based economy, oriented at creating a
larger number of jobs and better jobs as well as requiring

PIPO DGGUHVV G ]X]HN#XU NUDNRZ SO
POLO DGGUHVV %DUWRV] OLFNLHZLF]#]XW HGX SO
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the respect of all three dimensions of the sustainable enterprises have led to the emergence of a variety of

development (social, economic, and ecological). VXSSRUW LQVWUXPHQWY LQ WKH IROORZLQJ
From the point of view of the state, pro-nature OHJDO RUJDQL]DWLRQDO LQIRUPDWLYH HG

enterprises can serve as an instrument for implementing consultative.

social and economic development policy in the protected Support for small and medium enterprises depends

DUHDV FUHDWLQJ 3JUHHQ" ™ MREV H F RIQ Rd3seBsind BMI LsKiBuWV usihg the instruments of

of peripheral rural areas, and an instrument for LQAXHQFH 7KHUH DUH WZR GLUHFWLRQV

counteracting geographic and social exclusion. On the differentiated because of their type:

FRQWUDU\ WKRVH HQWHUSULVHV PD\ VLIQLGEDRMO\VRBQRWWEXWHFK LQYROYHV ¢(QDQFI

to the achievement of conservation objectives set WUDQVIHUV LQ WKH IRUP RI VSHFL¢{;HG JRRG\

for these areas and other areas of natural value with of instruments such as subsidies or free consultancy;

SURSHU WHFKQLFDO DQG (QDQFLDO VXSSR thigitypd df stippsrisQfealéettiveXidtire, itis granted
DQ H[DPSOH RI HFRORJLFDOO\ MXVWL¢;HG bnQad indiFtug Ra&sisFi® en®apreneurs satisfying
SUR¢{¢WDEOH VROXWLRQV IRU WKH 60( VHFWSHALG FVRKB KWHWHDV

OLFNLHZLF] % 2) indirect support, related with the formulation of
Poland’s economic development, just as is the material and regulatory environment for business
case of any other country, causes serious changes in activity with the use of instruments such as
the natural environment. Those changes are the most investments in material infrastructure, regulations
visible in the areas of high industry and population supporting the protection of competition and
concentration, where water, air and soil pollution grows intellectual property or reducing bureaucracy.
in the most perceptible manner. Devastation of forest Indirect support is of universal nature and it is
areas and agricultural crops follows; problems related DGGUHVVHG WR WKH HQWLUH SRSXODWLRQ
with municipal and industrial waste management ensue. groups. Access is not limited by the need to satisfy
Protected areas and areas of natural value do not VSHFL¢F FULWHULD RU VXFK OLPLWDWLRQ L
elude those changes. Economic growth, an increasing nature, e.g. linked with a geographic location of

GHJUHH RI VRFLHW\fV DIAXHQFH 3ROD QG MfvestDenfimfrssticRi. W R
WKH (XURSHDQ 8QLRQ DV ZHOO DV KLJKH UEteQtie polRy of RsUpHdrtihg the SME sector does

tourists, have, on the one hand, caused a rise of ecologic not need to rely on simultaneous application of all the
risks and development barriers, while on the other hand, instruments available. Their use ought to be gradual
forced municipal authorities to seek such development and it should correlate with the current phase of their
factors which comply with the protection of the natural development. Otherwise, the support policy and the
environment. A special situation occurs in areas legally instruments used may occur to be ill suited to the level
SURWHFWHG =X]HN ' of small and medium enterprises to which they are
DGGUHVVHG OLNRODMF]\N %

2. Instruments of support for the sector of 6SHFL,F DUHDV RIVXSSRUW FRUUHVSRQG W
small and medium enterprises objectives of the support policy of the SME sector

6SHFL¢F LQVWUXPHQWY IRU VXSSRUWDmaemeotR A weampglitivengss, economic growth,
become available because of creating a number of aid employment growth, or regional development). Such
programmes for the analysed sector of SMEs. They are areas of support include assistance in establishing
meant to serve as external sources, formalised streams EXVLQHVVHV (QDQFLQJ DQG DFFHVV WR FDSLW
of value, basically of a resource nature, stimulating development (R&D) and new technologies, consultancy
qualitative and/or quantitative changes (depending on and education, employment, and investment. Most areas
WKH DSSURDFK WR GH¢{;QLQJ RUJDQLVDWLRIQWUERZHROLFNFRQFHWR WKH IXO;OPHQW RI |
SME’s growth. objective (Table 1).

$ VSHFLDO FKDUDFWHULVWLFV Rl WKH VR l@lNidwlH ereag ow $ywepatQfems  SMEs  have
is the necessity of their obtaining by the sector. It is corresponding implementation tools.

OLQNHG ZLWK WKH UHTXLUHPHQW RI VXFK Llgstrumenisp of mplemexting dhe LSME's support
VSHFL,F FRQGLWLRQV ERWK TXDQW LW DraliewrHherigas of esiaplishipgdesingsses as well as in

qualitative ones and with undertaking an effort to obtain ¢QDQFLQJ DQG DFFHVV WR FDSLWDO DUH SUHVI
growth supporting instruments. The support in the area of establishing businesses
7KUHH JURXSV Rl FULWHULD QHHG WR E®@Mpiises Lthe widestligt & instiyroents pout of all the
enable the acquisition of growth supporting instruments areas of the policy regarding SMEs. It needs to be
IRU VPDOO DQG PHGLXP HQWHUSULVHV )leophgsisedthat pregcamues for-the implementation
2009): of individual means of support are conducted in parallel
1) TXDOLI\LQJ FULWHULD L H IX0¢0O0LQ bywlikhe uhjertk ofuhe SMigaasuppor golicy, both on
applying for support; the supra-national, national, regional, and local level
2) formal criteria, i.e. criteria related with, inter alia, (Hoffman ~A.N., 2007). Furthermore, usually newly-
the completeness and timeliness of prepared and implemented programmes are not harmonised with
submitted documentation; the already existing ones, and with the evaluation of
3) substantive criteria, i.e. criteria regarding a positive individual programmes effectiveness. Those programmes
qualitative evaluation of a project. WASLFDOO\ OLQN WHFKQLFDO DLG ZLWK ¢(¢QDQFL
The development of aid programmes and strategies Instruments of entrepreneurship support policy in the
for the SMEs sector as well as a rise in the interest areas of research and development as well as information,
of the market environment in the potential of such consultancy and education are presented in Table 3.
Economic Science for Rural Development No. 32, 2013 15
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Table 1
Objectives of the SME’s support policy and corresponding areas of direct support

— investments
— R&D, new technologies

economic growth — ¢(QDQFLQJ DFFHVV WR FDSLWDO
— establishment of businesses
— internationalisation
— information, consultancy and education

Aim — investments

improvement of — R&D, new technologies

competitiveness — access to capital
— internationalisation
— information, consultancy and education
— employment

employment growth — establishment of businesses
— information, consultancy and education
— employment

regional development — investments
— ¢(QDQFLQJ DFFHVV WR FDSLWDO
— information, consultancy and education

Source: authors’ construction
Table 2

Instruments of implementing the SME’s support policy in the areas of establishing businesses as well as

LQ ¢QDQFLQJ DQG DFFHVV WR FDSLWDO

Financing and access to
capital

grants, subsidies

loan subsidising

loan guarantee

guarantees for venture capital funds providers

3VHFRQG” FDSLWDO PDUNHW IRU WKH HQWLUH 60 (VDRE DR
sectors, investing in research and development

FEG(V LQ WH

Establishing businesses

grants, subsidies

loan subsidising

loan guarantee

guarantees for venture capital funds providers

public venture capital funds

feasibility studies

consultancy services

LQIRUPDWLRQ RI¢FHV DQG LQIRUPDWLRQ PDWHULDOWVH
courses on entrepreneurship and starting a business

industrial and technological parks

U SHRSOH H

Source: authors’ construction

Table 3
Instruments of SME’s support policy in the areas of infor mation, consultancy and education as well as
research and development (R&D)
general information sources, comprehensive service centres
) consultancy and training available free or against partial paymen t
Information, consultancy y 9 g P pay
. Internet source of knowledge
and education . . . .
education programmes presenting knowledge on the establishment and operation s

of an enterprise and creating entrepreneurial attitudes

Research and
development, new
technologies

funds allocated to supporting the establishment of networks and industrial co-
operation, management by research centres and universities

subsidising jobs for R&D employees

public research and development centres offering services at prices lowe r than
market prices

guarantees for venture capital funds providers

grants and tax reductions on account of investments in innovations and R& D

Source: authors’ construction

16

Economic Science for Rural Development No. 32, 2013
ISSN 1691-3078



D. K. Zuzek, B. Mickiewicz Support Instruments for the Sector of Small and Medium

Enterprises with a Particular Focus on Areas

Table 4
Instruments of SME’s support policy in the areas of intern ationalisation, employment, and investments
— subsidising remuneration
Emplovment — grants and tax reductions
ploy — UHGXFWLRQV LQ EHQH{WV RQ VRFLDO VHFXULW\
— regulations in the labour code
Investments — subsidies for jobs in order to increase funds for investments
— subsidies for development of undertakings, preferential credits
— information on foreign markets
— trainings
Internationalisation — export guarantees for a foreign buyer
— loan subsidising
— UHPXQHUDWLRQ VXEVLGLVLQJ ¢QDQFLQJ
— grants
Source: authors’ construction
Table 5

Instruments of SME’s support policy in the areas of limit

ing bureaucracy and in the area of regulations

related with general state policy

Limiting bureaucracy — deregulation

— VLPSOL¢{¢HG SURFHGXUHV HQDEOLQJ DQ HDVLHU DFFHVV

WR OLFH

— WD[ VA\VWHP UHIRUP VLPSOL¢{HG VI\VWHP RI WD[ FROOHFWLRQ

— XQHPSOR\PHQW EHQH: WV
— taxes (conditions of personal income tax assessment)

. . — PDFURHFRQRPLF HIXODWLRQV PDLQWDLQL RZ LQADWLR
Regulations related with ) U Q. UHJXO Q Q QLQJ © Q
. stimulating economic growth)

general state policy o L .
— immigration and emigration regulations
— regulation regarding communication and public tenders
— regulations concerning business activity

Source: authors’ construction
The weight of support in the area of research and material  infrastructure is  frequently considered

development and new technologies is rising considerably.

as a factor of stronger impact than direct support

7KRVH LQVWUXPHQWY DUH FKLHA\ DLPH Gfob \WMBsU RiveL Gupf BdnGntiafes on conducting

the implementation of new technologies by SMEs. They
comprise cost reduction for introducing new technologies
DV ZHOO DV ¢(QDQFLDO DLG
links between research institutions, higher education

two-directional activities — limiting bureaucracy and
UHJXODWLRQV UHODWHG ZLWK JHQHUDO VWD\

7KH DVVL200V){Taeh).LQ EXLOGLQJ

Most frequently the steps undertaken in the area

LOQVWLWXWLRQV DQG HQWHUSULVHV LV Bflligiing WurdaXotatyUaind La @ILmiratih@ kHividual,

(Garofoli G., Musyck B., 2003).

Instruments of support in the area of information,
consultancy and education are well developed in most
European countries. However, this area of SME’s supportis
a relatively new one. Information and consultancy mostly
concern establishing enterprises and export business
activity; yet, presently, the instruments encompass nearly
all aspects of small and medium enterprises’ operation as
well as environment elements important to them. Many
countries are extending information services by providing

LQIRUPDWLRQ VSHFL{F WR VHFWRUV DQGWHX.RMW WRYHWDO XHRBVAHR\PHQW

activities, however, erase the entrepreneurs’ conviction
on lack of transparency in respect of institutional
structure of SME'’s support. Education programmes put
lot of emphasis on supporting knowledge and creating
entrepreneurial attitudes (Henrekson M., Roine J., 2007).

Instruments of entrepreneurship support policy
in the areas of internationalisation, employment, and
investments are presented in Table 4.

Indirect support through the creation of friendly
institutional environment and the development of

Economic Science for Rural Development
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most often criticised regulations. Far rare are the

FDVHV RI FRPSUHKHQVLYH VLPSOL¢{(FDWLRQ L

of the number of regulations on conducting business

activity. The actions related with tax systems, typically

FRPLQJ GRZQ WR VLPSOLI\LQJ WD[ FROOHFWLR

ERRNNHHSLQJ VHHP WR EH WKH PRVW GLI¢{FXO
The area of regulations regarding the state policy

is indicated as important; however, the direction of

VXFK LQAXHQFH PD\ QRW DOZD\V

explicit and cohesive manner. It concerns elements

EH GHWHUP

EHQH: WV
on business activity, immigration and emigration
regulations as well as regulation concerning
competitiveness and public tenders.

In the area of infrastructure, a lot of emphasis is
placed on quality and availability of transport links,
both locally and internationally as well as on the
development of telecommunications infrastructure.
Securing investment terrain, which is accounted for
in land development plans, is another instrument of
infrastructure development.
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Conclusions

Environment protection in Poland, just as in the
European Union, is regulated by already operating
instruments and tools of the community policy.
Still, entrepreneurs have a sense that realistically
little has been done in respect of supporting 2.
SMEs that conduct business activity in protected
areas. The reason for that is that so far most actions
undertaken with the aim of building partnership
between business and nature protection have been
addressed to large enterprises and corporations, and 3.
outside the scope of interest of small and medium
enterprises.

The future of the analysed sector of small and
medium enterprises as well as the economic activity
and prosperity of local communities will to a large 4.
extent depend on the creation of conditions conducive
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DIVERSITY OF AGRARIAN STRUCTURES IN
EU MEMBER STATES — DYNAMIC APPROACH ’

Adam Majchrzak !, MA, PhD Student
3R]QDQ 8QLYHUVLW\ RI (FRQRPLFV

Abstract.  The paper concerns the issue of shaping of the agricultural structures in the European Union member

states. The aim is to assess the occurrence of uniform trend in changes of the volume structure of farms and owned

agricultural land. Therefore, the author tries to answer the question whether the validity of the common principles of

WKH &RPPRQ $JULFXOWXUDO 3ROLF\ LQ WKH (8 FIWXQHVID® LIRWHKQW DQHWK HRI[W KLV SXUS
on agricultural resources in the EU, showing the current shape of the agrarian structure in the EU-27 as well as

the dynamics in the years 2003-2007, w used. To illustrate the degree of differentiation of the structures, Shannon

Diversity Index was applied. It turns out that despite the assumptions about the dominant role of family farms in the

(XURSHDQ DJULFXOWXUH DJUDULDQ VWUXFWXUH@W GH YFHKWDWLID/FW 18 B UTHHREY BU V MIKQHLY A DD U H
LWV VWDQGDUGL]DWLRQ DQG WKH H[LVWLQJ GLYHUVLW\ LV PDLQWDLQHG

Key words:  agrarian structures, agricultural land, diversity, EU-27, dynamics.

JEL code: Q15

Introduction -XUFHZLF] $ .R]JORZVND % 7RPNLHZLF] (
Under the terms of the Treaty of Rome - Article 295 $GDPRZLF] © JRU WKLV SXUSRVH GHFR

(Now Art. 345 of the Treaty on the Functioning of the cross-compliance and modulation were conducted

European Union), the issues related to the ownership &XQKD $ 6ZLQEDQN $ &J\]JHZVNL $ 3RI

of land in the EU member states are reserved to the :DMGD $ &XUUHQWO\ WKH DJUDULDQ VW

jurisdiction of the laws of the member states. Moreover, interacted for instance by efforts to reduce agricultural

issues related to the agricultural sector belong to shared production potential in Europe, or at least to limit its

competence between the EU and the member states. use. On the other hand, the family nature of European

Hence, the importance for the development of agricultural agriculture, protected, inter alia, through the agricultural

VWUXFWXUHYV LV DWWULEXWHG ¢UVWO\ WRQW WH VPOWLRQ@QWD O DUYHUX TR X QWO &J\]JHZVNL ¥

policies. Although in the EU there is no direct policy, 2010), limits the process of decreasing usage of land for

which impacts the management of agricultural land, production purpose.

the EU projects introduce tools that indicate the desired The aim of this study is to answer the question whether

direction of development of agricultural structures. First, in connection with the functioning of agriculture in the

it should be noted that one of the assumptions underlying FRQGLWLRQV RI WKH &RPPRQ $JULFXOWXUDO 3|

WKH &RPPRQ $JULFXOWXUDO 3ROLF\ LV W thel Busopead WnionDokanges lob agroultural structures

as the basic production units in European agriculture. On DUH UDWLRQDOH IRU WKHLU XQL¢{¢FDWLRQ 7K

the other hand, in the EU certain forms of agricultural examined structures develop mainly in line with national

land management such as land lease are promoted (The LQWHUHVWY ZLWK WKH XVH RI WKH &%$3 LQVWU X

ODQVKROW 30DQ ORUHRYHU QRW ZL W KirexdifferentiatiQrL of F@rgsFafl suppit available under
DJULFXOWXUDO VWUXFWXUHYV UHPDLQV WhspolcR menRi@s fiudtianmy @ ayricwtirein different

3ROLF\ &IJWHUQDVW\ : 6PHG]LN . struQtur@sKIRi fact,\it is an approach consistent with the

and 80s, in Western Europe it stimulated the transition concept of territorial cohesion, which does not mean

from small family farms to large farms and agricultural striving for convergence of resources and structures,

enterprises, in parallel with implementing the land set- but to use the present regional disparities and ensure

aside programmes, or the withdrawal from agricultural the harmonious development of all areas (Komunikat

activities. The latter was also featured in MacSharry Komisji...2010).

UHIRUP 7RPF]DN ) 7KH /IX[HPERXUJ &MRéedn&YQis concerns changes in agrarian structures

Agricultural Policy reform parallel implements agricultural in the years 2003 and 2010 and is based on the statistical

policy and the policy of rural development, which take PDWHULDO GHULYHG IURP WKH (XURVWDW GD\
into account the maintenance of the European model Farm Structure Survey 2. In the paper, the changes in the

of agriculture with a focus on environmental protection XWLOL]J]HG DJULFXOWXUDO DUHDV 8%$$%$ LQ WKH

*

7KH SURMHFW ZDV IXQGHG E\ WKH 1DWLRQDO 6FLHQFHVI&AHQWUB GUWFQWHRED RXXPHE
(& 1 +6

1 §RUUHVSRQGLQJ DXWKRU 7HO ID[
E-mail address DGDP PDMFKU]DN#XH SR]QDQ SO
2 One must note that in 2010 Farm Structure Survey methodology ha s been changed. In 2010, various Member
States used survey thresholds which were above the common threshold of 1 ha of UAA. Because of the fact that
LQ WKLV SDSHU WKUHVKROG RI KD ZDV XVHG WKH FERQVHEGBHW\RW RBAXYIQWFRHQ W K
WKH DJULFXOWXUDO FHQVXV LQFOXGHV FRPPR® IOHD QR WP BG8$R U ) RWD VIRPIH LR X QW L

OHDGV WR VLJQL,FDQW FKDQJHV LQ WKH DUHD FRXQWMGF®DV %8$SJIJHILID *HY@DmMU\ ,U
Greece, the United Kingdom), which needs to be taken into account.
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Fig. 1. The number of farms (> 2 ha) by area groups in the European Uni

FRGB GRHU IE

IT LT LU LV MTNL PL PT RO SE SI SK

30-50 ha @50-100 ha 0>100 ha

Farm Structure Survey, 2010

onin 2010

ZHUH DQDO\]HG 7KH GDWD ZHUH OLPLWHG WARtWY KK&ind Didd> Wi thé ELH One can distinguish

than 2 hectares. To present the level of differentiation
of structures, Shannon Diversity Index based on the
following formula is used:

m

SHDI=-) (P -InP)

] 1
=l
where:
i — area groups
Pi — share of number of farms in each group or
share of UAA in each group

SHDI is set to 0, when in the structure there is only
one type of usage, and the maximum value (equal to the
negative logarithm of the number of classes) in the case
of a balance between the distribution of different types
(Zawalinska K., 2010)
Shannon Diversity Index takes a value between 0-1.95.

The diversity of agricultural structures in

the EU member states

The European Union has a high internal diversity of
agricultural structures in the single countries. As evidence
of this fact is that in only three countries — Romania,
Poland and Italy more than 50% of all farms are located.
Their number is not only determined by the available
resources of agricultural land, because they have about
23% of total UAA held by households in the EU (data
from 2007) (Agriculture in the ..., 2010). The largest
area of agricultural land is located in France — 16.4% of
UAA in the EU, while this area is used by 6.5% of the EU
farms. Moreover, in Romania almost the same area as in
Italy is managed by 60% more entities.

3 In the calculation of the structure diversity the case of Malta wa

3. For distinguished 7 area groups

4
6SDLQ

countries, in which small and very small farms
GRPLQDWH + %XOJDULD &\SUXV
Italy, Latvia, Lithuania, Malta, Portugal, Romania,
Poland, Slovakia and Slovenia as well as countries where
most farms have over 30 hectares of land — France, the
United Kingdom, Luxembourg (Figure 1). In addition, it
is worth paying attention to the distribution of holdings
in each class area. Shannon Diversity Index calculated
for the number of households in a particular area class
equals in 2010 ranges from 0.86 in the case of Romania
and 1.9 for Sweden and Belgium (Table 4).

'LYHUVL¢{FDWLRQ RI DJULFXOWXUDO
(XURSHDQ 8QLRQ LV FRQ/{¢UPHG E\ WKH
UAA owned by farms by area groups (Figure 2). In most
countries, there is a concentration of agricultural land
LQ ODUJH IDUPV * %HOJLXP %XOJDULD
Germany, Denmark, Estonia, Spain, Finland, France,
the United Kingdom, Hungary, Lithuania, Luxembourg,
Latvia, the Netherlands, Portugal, Romania, Sweden, and
60RYDNLD 2Q WKH RWKHU KDQG
Italy and Poland it is relatively evenly spread across the
groups. Hence, the Shannon Diversity Index in 2010
accepted the valuesrange from 0.43 in Slovakia to 1.91
LQ &\SUXV 7DEOH

Interesting regularities can also be seen when
FRQVLGHULQJ WKH DYHUDJH VL]H RI IDUPV LQ WKH
states (Table 1). In 2010, this parameter amounted to
IURP WR KHFWDUHV ZKLOH WKH DYHUDJH IDU
the EU-27 amounted to just over 27 hectares. In case
RI DYHUDJH IDUP VL]H LQ HDFK JURXS
RI FRXQWULHV WKH DQDO\]HG YDULDEOH
of 2-5 ha, 5-10 ha, 20-30 ha, 30-50 and 50-100 ha
took values close to each other — the differences were
only 1 to 9 ha, while there was a considerable diversity

*UHHFH

VWUXFW?
VWUXFW X

WKH &]HF

LQ $XVWULD &\S

LQ WKH YD\
IRU WKH

s omitted due to the lower number of distinguished

classes of agricultural land, and therefore incomparability of results.

4 7KH &RPPXQLW)\ )DUP 7\SRORJ\ FODVVL¢HV IDUPDV ERDDRZAK OHVID O KOOJH D KD
from 5 to 10 ha - small farms, from 10 to 20 ha — average —
farms, from 30 to 50 ha — large farms, more than 50 ha - ve

20

YHU\ VPDOO
small farms, from 20 to 30 ha - average — large
ry large farms.
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Fig. 2. The share of UAA in farms (> 2 ha) by area groups in the Europ ean Union in 2010
Table 1
Average farm size in the EU Member States in 2010 by area groups
State >2 ha 2-5 ha 5-10 ha 10-2(|) ha 20-30ha  30-50 ha | 50-100 ha P 100 ha
AT 22 3 7 14 24 38 67 185
BE 36 3 7 15 25 39 69 148
BG 69 3 7 14 24 38 69 672
CcY 10 3 7 14 24 38 66 165
Ccz 169 3 7 14 24 38 70 698
DE 59 3 7 15 25 39 70 274
Dk 66 4 7 14 25 39 72 217
EE 54 3 7 14 24 39 70 400
ES 34 3 7 14 24 38 70 256
Fl 37 4 7 15 25 39 69 148
FR 63 3 7 14 25 40 72 175
GB 88 3 7 14 25 39 72 288
GR 9 3 7 14 24 37 65 167
HU 38 3 7 14 24 38 70 407
IE 36 4 8 15 25 39 67 244
IT 15 3 7 14 24 38 68 218
LT 16 3 7 14 24 39 68 300
LU 66 4 7 14 25 41 74 150
LV 24 3 7 14 24 38 68 328
MT 4 3 7 12 16 | | e e
NL 30 3 7 15 25 39 67 155
PL 12 3 7 14 24 38 68 323
PT 23 3 7 14 24 38 70 347
RO 12 3 7 13 24 38 69 474
SE 44 4 7 14 25 39 71 200
Sl 9 3 7 14 24 37 67 329
SK 126 3 7 14 24 38 71 781
min 4 3 7 12 16 37 65 148
max 169 4 8 15 25 41 74 r8l
Source: author’s construction based on Agriculture in t he..., 2010; the Farm Structure Survey, 2010
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Dynamics of the number of farms (> 2 ha) in the European Unio

n by area groups during 2003-2010

Table 2

State >2 ha 2-5ha 5-10 ha 10-20 ha  20-30ha  30-50 ha | 50-100 ha P 100 ha
AT -13.5% -15.8% -19.5% -19.3% +11.9% 2.9% 16.8% -3|4%
BE -19.0% -35.7% -28.4% -23.3% +24.1% -17.4% 1.6% 32{9%
BG -1.2% -27.4% 10.4% 71.4% 134.1% 157.1% 140.2% 41.5%
CY -24.9% -22.4% -28.8% -33.6% +21.3% -21.6% -15.4% -25.0%
cz -23.3% -83.6% -13.3% -7.5% 2.0% 24.2% 18.6% 6.3%
DE -25.7% -82.5% -21.2% -18.3% +22.8% -16.4% -6.6% 18.8%
DK -16.0% 18.8% 0.4% -11.9% -23.2% -31.6% -3(.7% 5.2%
EE -41.1% -61.9% -43.9% -35.1% F21.7% -20.9% B.8% 57{8%
ES -11.8% -15.8% -16.1% -15.5% +12.6% 3.0% 6.2% 2.1%
Fl -14.7% -16.2% -17.6% -24.1% +25.3% -19.2% r.0% 69/0%
FR -15.2% -15.9% -18.4% -21.3% +26.8% -27.2% -17.5% 12.4%
GB -15.3% -75.9% -0.7% -3.2% -4.7% -6.7% -7.5% -115%
GR -18.1% -20.0% -20.0% -14.8% -8.0% -5.3% 10.0% -113%
HU -16.7% -29.6% -20.9% -10.1% 6.4% 10.2% 22.3% 35.9%
IE 2.7% 7.0% -21.0% 4.5% 3.5% 9.1% 12.2% 5.1%
IT -9.3% -15.5% -9.4% -1.5% -4.0% 5.9% 11.6% 8.9%
LT -29.6% -37.0% -30.3% -24.6% +10.9% 17.4% 60.5% 83|6%
LU -9.1% -27.3% 0.0% -10.5% -14.3% -R0.0% -17.9% 29(4%
LV -23.1% -44.4% -23.0% -12.7% 1.6% 6.5% 22.3% 69.1%
MT -1.4% -4.3% 4.5% 333% | - e e e
NL -14.1% -13.2% -15.6% -20.5% +24.4% -16.9% 5.8% 2419%
PL -5.7% -3.6% -10.1% -11.4% -0.9% 18.5% 48.6% 47.3%
PT -17.4% -22.5% -14.4% -15.1% +13.0% +6.2% 5.9% 8.1%
RO -19.4% -23.6% -16.6% 16.6% 75.9% 107.8% 97.4% 33.7%
SE 5.3% 39.5% 54.3% 3.9% -10.6% +17.0% -20.5% D.8%
Sl -9.5% -8.0% -15.5% -13.8% 22.4% 76.4% 153.3% 42.9%
SK 10.4% -18.9% 78.5% 56.7% 73.8% 45.8% 41.8% 19.5%

Source: author’s construction based on Agriculture in t

in farms bigger than 100 ha. Among them, the average
IDUP VL]H ZDV
PRUH WKDQ ¢YH WLPHV KLJKHU

FRPSDULVRQ WKH DYHUDJH
and more in the EU-27 in 2010 was 264.6 ha.

KD LQ

he..., 2010; the Farm Structure Survey, 2010

GRHV QRW OHDG WR WKH XQL¢{FDWLRQ RI

%HOJLXP ZKLOH$SWEBDIMKKIKBYWW =+
KD ZDV LQ 60RYDNLD )RU

IDUP VLIH LQrp)KiyndthRE Bf agriflan structures in

the EU member states during the period

It should be noted that the current agrarian structure
LQ WKH FRXQWULHV RI &HQWUDO DQG (200@R0A1Q (XURSH LV DQ
HIITHFW RI FKDQJHV UHVXOWLQJ IURP WKH HeroOgeiepuA/dgratijDsuLt®r Qinskie the European
DJULFXOWXUH 7KH VLWXDWLRQ RFFXU UL @Quiob @ atgoxaCcompanidyl byvadibustidciorsdetermining
Republic, Estonia, Hungary and Slovakia come out of the dynamics, distinct in the countries of Western Europe
restitution process carried out in the 90s. It resulted in a DQG &HQWUDO DQG (DVWHUQ (XURSH 5\QHN JLHPL |
highly fragmented agrarian structure, which as a result 2010). One can specify the universal stimulants, which
led to the diffusion of agricultural land lease. In this are: growth in parallel with the increase of farms, income
way, cooperatives and large farm holdings were formed. opportunities and facilities in the implementation of
The structure of the agricultural land in the countries European environmental regulations. At the same time,
of Western Europe are the result of secular economic LW LV ZRUWK HPSKDVL]LQJ WKDW WKH VKDSH RI
development and restructuring that took place in the structures in the European Union is affected by the
HDUO\ \HDUV RI IXQFWLRQLQJ RI WKH &$3 QQWUXP HDQ 8RNV Z\KH &$3 7KH VXSSRUW WDUJHWI
HFRQRPLF GHYHORSPHQW ) 7RPF]DN often thgvcondiiBnX@ &chieving income in these units,
be noted, however, that the situation formed in those DQG WKH OLEHUDOL]DWLRQ RI WKH XVHG LQVWUXP
old member states shows that European integration FKDQJHV LQ WKH VWUXFWXUH RI WKH IDUP VL]H D
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Table 3
The dynamics of the structure of agricultural land in farms (> 2 ha) in the European Union by area
groups during 2003-2010
State > 2ha 2-5 ha 5-10 ha 1020 ha  20-30ha  30-50 ha  50-100 ha > 100 ha
AT -11.6% -16.9% -19.0% -19.1% r11.2% 3.6% 1B.7% -32/6%
BE -2.4% -35.0% -28.1% -23.5% -24.3% -16.9% 5.1% 36|4%
BG 67.1% -25.7% 13.2% 75.4% 135.0% 162.0% 142.7% 68.0%
CcY -26.8% -22.9% -29.3% -34.1% +23.4% -22.6% -18.8% -31.2%
Ccz -3.8% -82.7% -12.2% -6.5% 2.0% 24.7% 18.1% -4.7%
DE -1.6% -82.4% -21.5% -17.4% -22.8% -16.1% -5.8% 122%
DK -0.4% 16.4% -0.1% -12.6% -23.4% -31.6% -37.2% 27(5%
EE 19.4% -60.7% -42.0% -34.2% -20.9% -20.2% 6.3% 525%
ES -5.4% -15.8% -15.9% -15.0% -12.2% 3.1% 7.9% -6.4%
Fl 2.1% -16.7% -17.8% -24.2% -25.3% -118.6% 9.7% 78.3%
FR 0.2% -16.5% -18.7% -22.2% -27.3% -6.8% -16.5% 2112%
GB -2.5% -74.8% -0.2% -3.7% -5.0% -6.8% 7.4% -0.1%
GR -12.6% -20.1% -19.7% -14.7% -7.5% -4.4% 8.2% -12{7%
HU 9.8% -29.7% -21.7% -10.9% 5.6% 8.8% p2.5% 16.8%
IE 16.1% 4.6% -21.1% 3.8% 3.7% 9.0% 12.1% 60.9%
IT -0.7% -15.9% -9.3% -2.7% -4.3% 6.3% 12.7% 1.2%
LT 10.5% -37.1% -30.6% -24.1% -10.8% 20.7% 50.8% 74,5%
LU 2.4% -23.0% -1.3% -14.3% -15.3% 17.7% -17.1% 32|4%
LV 22.1% -43.2% -22.3% -11.7% 2.5% 7.3% 23.1% 90.8%
MT 4.4% -3.2% 7.7% 179% | - | - | [
NL -6.6% -12.0% -15.0% -20.3% -24.5% -16.2% 5.8% 12|0%
PL 1.9% -3.8% -10.1% -11.2% -0.3% 19.9% 51.3% 13.4%
PT -1.2% -21.9% -14.5% -14.5% -13.2% -6.2% 7.3% 6.3%
RO -2.6% -23.3% -16.0% 21.3% 77.7% 110.8% 105.8% -016%
SE -1.9% 48.0% 50.8% 2.9% -10.9% 17.3% -40.2% 9.3%
Sl -1.1% -9.5% -15.7% -13.2% 23.6% 75.0% 162.7% 10.9%
SK -10.5% -15.7% 79.7% 61.1% 74.9% 43.3% 45.1% -13.4%
Source: author’s construction based on Agriculture in t he..., 2010; the Farm Structure Survey, 2010

the structure of agricultural production, which could be
caused, inter alia, by a number of farms bankruptcies
-R]ZLDN OLUNRZVND
VLIQL{FDQFH KRZHYHU
the national agricultural policies such as principles of
agricultural land management in the form of a lease
(Tanska-Hus B., 2010) or the institutional environment,

of the number of farms with an area of over 100 ha and
an increase of smaller units can be seen. This situation

1 R WapplieésWiKt& Xalld, the United Kingdom and Greece.

DUH DOVR WKIKext] brieV¢dhspecily K2 Shudtlies where there is a

simultaneous increase in the number of relatively small
and the largest farms, which takes place along with the
decrease of middle-class area units (e.g. Poland) as well

ZKLFK RIWHQ UHVWULFW WKH IUHH ARZ Rab @unties i WexHihbedt iz Ra3&inbhé number of

well as determine the land prices. IDUPV LQ VL]H RI KD + 5RPDQLD 6ORYDNLD
The dynamics of the agricultural structures in the also be noted that in some countries there is the reduction
EU member states by area groups are presented in the in the use of agricultural land resources, while in others
tables (Table 2 and Table 3). Their analysis leads to the agricultural area is growing (e.g. Bulgaria, Estonia,
the conclusion that during the period 2003-2010, both Hungary, Ireland, Lithuania, and Latvia). Moreover, in
inside the EU-27 as well as among the EU-15 and the various ways the dynamics of the land resources at the
EU-12, changes occurred in a differentiated manner. disposal of the farm of particular area groups is shaped.
We can distinguish both the countries in which there is The value of Shannon Diversity Index calculated for
an increase of the bigge_St farms and decrease of small number of farms in 2003 and 2010 shows the increasing
farms.. They are not.llmlted to th? Western Eur.opean diversity of structures within the member states
countries (e.g. Bulgaria and Slovenia). In parallel, in the )
; L ; (Table 4). However, the same variable calculated for
European Union there are countries in which a decrease
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'LYHUVL ¢ F Do\agiie@tural structures in the EU member states — Shannon Diversity Index Tebled
Number of farms by area groups
swe | 200z | oo | S | 203 | om0 | S® | oon | 0w

AT 1.73 1.77 Fl 1.81 1.86 LV 1.50 1.65

BE 1.88 1.90 FR 1.91 1.88 MT -

BG 1.14 1.54 GB 1.92 1.87 NL 1.85 1.87

CcY 1.27 1.25 GR 1.23 1.28 PL 1.37 1.41

cz 1.82 1.87 HU 1.52 1.67 PT 1.35 1.42

DE 1.91 1.86 IE 1.80 1.79 RO 0.71 0.86

DK 1.83 1.83 IT 1.43 1.50 SE 1.91 1.90

EE 1.59 1.81 LT 1.21 1.38 Sl 1.19 1.25

ES 1.72 1.77 LU 1.78 1.78 SK 1.39 1.64

UAA by area gruops
swe | gom | aow | S | e | aow | S* | 2 | 200

AT 1.83 1.83 Fl 1.67 1.61 LV 1.83 1.60

BE 1.68 1.60 FR 1.30 1.15 MT ——--

BG 0.69 0.68 GB 1.00 0.95 NL 1.71 1.67

CY 1.91 1.92 GR 1.88 1.90 PL 1.84 1.87

cz 0.51 0.52 HU 1.32 1.21 PT 1.47 1.37

DE 1.45 1.30 IE 1.67 1.64 RO 1.24 1.34

DK 1.32 1.11 IT 1.88 1.87 SE 1.43 1.41

EE 1.43 1.03 LT 1.84 1.70 Sl 1.64 1.79

ES 1.42 1.41 LU 1.22 1.14 SK 0.30 0.43
Source: author’s construction based on Agriculture in t he..., 2010; the Farm Structure Survey, 2010
the whole EU in the whole period remained unchanged. &$3 LQWURGXFLQJ VXSSRUW IRU HQYLURQPHQWL
On the other hand, the decreasing rate of SHDI for the and rural areas instead of direct agricultural support
agricultural area by area groups means the diminishing &J\]JHZVNL $ 6WHSLHQ 6 RQH FDQ H[SHFW

the  multidirectional  development of agricultural
structures in the EU will continue. It should be noted,
however, that the relative diversity of agricultural

diversity of UAA structure within the member states.
In this case, the variation was reduced in scope

of the EU-27. VWUXFWXUHV FDQ SURYLGH D VLJQL,;FDQW YDOXH
with the potential to provide unconventional food and

Conclusions WR GHOLYHU SXEOLF JRRGV IURP DJULFXOWXUH
The analyses show that, despite the fact that of large commodity farms and small family farms in

European agriculture is based on family farms, agrarian WKH (8 UHDOL]H ERWK DJULFXOWXUDO SURGXFW
structures inside the EU are formed in a various ways, production functions, including the maintenance of
which are affected by many factors — both endogenous socio-economic activity, environmental safety and rural

DQG H[RJHQRXV 7KLV LV FRQ/UPHG QRWCHHD TNEreQRey i) Cynapp §jqiqd that the diversity
approach, but also by the dynamics of the presented of agricultural structures in the EU is a strong point of
structures. This in turn indicates that pointing out one European agriculture.

universal model of agricultural structure, to which the

EU member states tend, is not possible. What's more, Bibliography
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Abstract.  The article brings closer to the concept and the essence of entrepreneursh ip in rural areas in Poland. The

aim of this study was to present the action taken by the local authorities in promoting entrepreneurship, depending on

the level of development of the municipality. The empirical resea rch was done in 2009 and it encompassed 229 rural
PXQLFLSDOLWLHV LQ ODJ]RZLHFNLH YRLYRGVKL$&SHNYHGRYMHUPWOQRY WRHADMHRK KQLRLSDOLWLHV V)
method used in the development of the standard taxonomic by Z. Hellwig (He liwig Z., 1968) and the data relating

with the activities of local business support came from the research of thei r own. It was found that the development

of entrepreneurship in rural areas was due to the existence of a particular place and time, and adequate resources,

both tangible and intangible as well as adequate capital and people with th e right knowledge and willingness to bear

the risk of contributing to the development of the entire area.

Key words: HQWUHSUHQHXUVKLS ORFDO JRYHUQPHQW ORFBBGHYGBHORSPHQW OD]JRZLHFNLH
JEL code: R11

Introduction socio-economic development of municipalities. These

Effective assistance of local authorities in promoting variables were extracted taking into account three
entrepreneurship can contribute to the economic types of criteria such as value, form, and statistics.
development of the region. Actions taken to increase the Subsequently, the strength of relation between variables
competitiveness of the area are particularly important ZDV H[DPLQHG XVLQJ WKH 3HDUVRQ FRUUHODWLR(
in terms of access to local markets for companies DOVR FDOOHG FRUUHODWLRQ FRHI(FLHQW
integrating into Europe. In a market economy, which Finally, the study selected 15 variables describing
is an essential feature of competition on the markets, various spheres of socio-economic development of the
HQWUHSUHQHXUVKLS DV D VSHFL¢F ZD\ R muigpaflirsis@\eyedyTbe chpive pfdiggnostic variables
is quite an important issue. It is something more than was preceded by a literature review on the development
resourcefulness of life, which consists in dealing with crisis. of local entrepreneurship and local governments,
The issue of the development of local entrepreneurship is and variables selected on this basis are shown
DQ HVVHQWLDO SDUW RI D EURDGHU LVVIXTRbleZAKLFK LV UHAHFWHG
through the development of the local economy, inter The next stage involves the construction of local
alia, increase of the GDP per capita, increase of jobs, development taxonomic using the method of Z. Hellwig.
and change of the economic structure of the area. The This measure is one of the taxonomic methods which
effects of this development should be: new businesses measures aggregate as a synthetic measure of taxonomic
and jobs, increase in the volume and quality of services, distance of the object from the so-called pattern of
resources in attractive locations (farmed land, real development which is an abstract object (in particular, it
estate etc.), intellectual resources (skills, knowledge, may be a really existing object) (Nowak E., 1990).
TXDOL¢{¢FDWLRQV RI PHPEHUV RI WKH ORF® CalcHaed BXv@luas were the starting point for

6WUX]J\FNL O linear arrangement of rural municipalities and isolation

The aim of this study was to present the action taken Rl WKH W\SRORJLFDO JURXSV 7KH FODVVL{FDWLR
by the local authorities in promoting entrepreneurship municipalities in terms of their level of development
dependingonthelevel of developmentofthe municipalities was done based on the arithmetic mean and standard
surveyed. Empirical studies were carried out in 229 rural deviation - s. The set of objects is divided into four
FRPPXQLWLHV RI OD]JRZLHFNLH YRLYRGYV KioGps, BEE®WWiK Fable P (i@ number of classes was
statistical data were obtained from the Local Data Bank known in advance).
Rl WKH &HQWUDO 6WDWLVWLFDO 2I¢FH LQ Data7 relaBng WvithUtRel grtivitivsk of local business
level of development of local municipalities, the author support were taken from the author’'s own research,
used the method of pattern development taxonomic of namely, a diagnostic survey carried out by using the
= +HOOZLJ +HOOZLJ = ZKR ¢(UVW L@dhiigud BfH @ Waadtardiséd questionnaire survey
of synthetic variables to organise multi-dimensional addressed to the representatives of the local authorities.
socio-economic facilities in terms of their development. The questionnaire was sent to all rural municipalities

The design of local development of synthetic R OD]J]RZLHFNLH YRLYRGVKLS PXQLFLSDO!
instrument (SI) was carried out in several successive and the return of questionnaires was obtained from
stages. It was preceded by a process of selection of 137 municipalities, representing 60% of the surveyed
diagnostic variables that describe the phenomenon of municipalities.
1 &RUUHVSRQGLQJ DXWKRU 7HO ID[
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Table 1
Diagnostic variables selected for the construction of local development synthetic instrument (SI)
for Mazowieckie voivodship rural municipalities
\Sﬁ&lﬁ Variables by group
Income and expenditure budget of the municipality
X, share of own income in total income in %
X, total municipal income per capita in PLN
X, municipal capital expenditure per capita in PLN
Municipal economy
X, percentage of the population using the water supply network in the total popu lation in %
X, percentage of the population using the sewerage system in the total population in %
X, percentage of the population using the gas network in the total population in %
Housing economy
X, percentage of apartments with a bathroom in %
X, percentage of houses with central heating in %
X, DYHUDJH XVDEOH ARRU VSDFH SHU SHUVRQ LQ P
Population
10 population of non-working age per 100 people of working age
u people per km 2 (population density)
Business entities
X, commercial companies with foreign capital registered in the REGION in the total number of entities
X5 number of registered associations and social organisations
Labour market
X4 | participation of registered unemployed in the population of working age i n %
Local government
Xis | number of councillors with higher education
Source: author’s study based on the CSO data
Table 2
Division of municipalities by classes in terms of local d evelopment
Class Criterion Description of the class
| ]i . _]+ S] High level of local development
Il _]+ S] > ]i . _] Average level of local development
1] _]> ]i . _] S] Low level of local development
v ]i < _] S] Very low level of local development

6RXUFH DXWKRUfV VWXG\ EDVHG RQ 1RZDN (

The nature and concept of
entrepreneurship

In Poland, entrepreneurship has been recognised people and implementation of undertaken activities.
at the time of creation the foundations of a market ,Q OLWHUDWXUH RQH FDQ

economy, when it ceased to be the principle of the

welfare state. Then, the people with such features as WKDW WKHUH LV QR VLQJOH

creativity, resourcefulness, ingenuity, and being open to
innovation, started up their own business in various areas
of life. Entrepreneurship in the economy both in terms of
national, regional, or global scale is a vital link in the
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SORWKRODVRUSFDWODRQ RI 6RFLR HFRQRPLF ,VVXH’

socio - economic progress and the complex process of
an organised activity based on the cooperation of many

QG PDQ\
of the concept of entrepreneurship, and this means

FRKHUHQW GHy¢ (
WR HQWUHSUHQHXUVKLS GHSHQGV RQ WKH ¢
of knowledge. Mostly, however, it is combined with
HFRQRPLF DFWLYLW\ DQG LV RIWHQ LGHQWL¢H(
up and running a business. In terms of encyclopaedia,
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definitely not h 1,4
rathernot [l 2,9
hadr to say | 18,4
rather yes | 29,9
cetinicely ves | ¢
T T T T T
0 10 20 30 40 50
N = 137 municipalities
Source: author’s construction
Fig. 1. Is Poland’s accession to the European Union an opportunity f or the

development of the SME sector in the surveyed communities (in %)

entrepreneurship is the ability to be entrepreneurial,
have a spirit of initiative, gumption, and resourcefulness
(Polish  Language Dictionary, 1988). However,

in the modern economy is a symbol of success, winning

WKH FRPSHWLWLRQ ,WV FRQWHQW LV PDNLQJ G
risky ventures, production and market initiatives in order

PHDVXUFL

according to the P. F. Drucker, the world expert in
knowledge of business, this is the interdependence of
the entrepreneurial and innovative skills, so that it is
possible to achieve the pursued objective - for success in
a particular market segment or business (Drucker P.F.,
1992). J. Schumpeter emphasised the close relationship
between the enterprise in terms of macroeconomics,
treating it as a major factor in the economic development
and the concept of individual micro-entrepreneurs,
whom he called an innovator (Sikorska-Wolak I., 2008).
Entrepreneurship can be seen in three aspects,
DV 3D ZD\ RI WKLQNLQJ LQYROYLQJ FX
and experience, critical evaluation; the behaviour and
actions that can exploit this opportunity, taking risks,
overcoming limitations; and the result of entrepreneurial
thought and action, which is innovation, making business
YHQWXUHV DQG FUHDWLQJ EXVLQHVVHYV
7KH HFRQRPLF LPSRUWDQFH RI HQWUHS
ability to see possibilities inherent in the environment
and their use in order to do business in the form of
an organised enterprise, resulting from the internal
(subjective) abilities of a person, or an entrepreneur
(Nogalski B., 2003). Speaking of entrepreneurs and
their entrepreneurial activities should be aware of their
importance for the development of the economy that gives
rise to innovation, creates new jobs and contribute to the
development of individual operators, and thus, becomes
an important entrepreneurial economic category. It can
be considered in terms of individuals, the action team
and the company as well as local government units.
In summary discussion of the concept and the
essence of entrepreneurship, one can conclude that this
issue is quite complex, multi-faceted combining many
HOHPHQWYV IURP GLIIHUHQW GLVFLSOLQ
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WR DFKLHYH H[WUDRUGLQDU\ EHQH: WV
EXVLQHVV .U]J\IDQRZVND

Research results and discussion

An important task in the development of
local governments is to develop entrepreneurial
attitudes  that contribute to act in different
areas of human life, especially in business
6LNRUVND :RODN , .UJ\IDQRZVND
Development of entrepreneurship in rural areas is

largely dependent on the state aid and local authorities.
'T'Hefgg(nle \theN %&é&bh\é%r’ Hot entrepreneurship
is important for creating the right conditions, and
encouraging and leading business.

Poland’s accession to the European Union in 2004

has become an important historical event of a political,
&JH&R Fdnd” EtEhomic character. Shaping the society

il iR éMé/p?eheQurshiH is® Watdd by a large part of

it, is the basis for building a competitive economy. In
this sense, the development of entrepreneurship aims
to stimulate private initiative and to encourage the
establishment of businesses. Establishing one’s own
business is associated with greater responsibility and
higher risk, yet, this independence makes it possible to
develop the area (Targalski J., 2009). The authorities
of the municipalities surveyed also noticed that the
European Union was an opportunity for the development
Rl VPDOO DQG PHGLXP VLIHG HQWHUSULVHYV
in Figure 1.

More than three-quarters of respondents indicated
that Poland’s accession to the European Union was an
opportunity for the development of not only the company
but the entire territory of the municipality as well. Most
dfthe ré{fQldnts debldtaq that thaittuicipalities were
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Table 2
Forms of action taken for local entrepreneurs assistance in obtaining funds from the European Union
according to the level meter for local development (in %)
Classes of municipalities by the local development level
6SHFL,FDWLRQ measure (data for 2009)
&ODVYV , &ODVV |, &ODVV ,|, &ODVV ,
N =10 N =52 N=71 N=4
Organisation of training courses for entrepreneurs
60.0 51.9 52.1 75.0
Supporting and promoting local leaders 30.0 42.3 42.3 15.0
Promoting cooperation with business organisations
20.0 32.7 31.0 0.0
Promoting partnerships 10.0 9.6 12.7 0.0
&UHDWLRQ RI WKH PXQLFLSDOLW\ DGYLVRU\ FHQWUHV I|RU
entrepreneurs 10.0 0.0 141 25.0
* the tested could indicate more than one answer
Source: author’s research
Table 3
Factors impeding the use of the EU funds by the local develop ment level measure (in %)
Classes of municipalities by the local development level
6SHFL,FDWLRQ measure (data for 2009)
&ODVYV |, &ODVYV |, &ODVYV ,,| &ODVYV ,
N =10 N =52 N=71 N=4
Long period of waiting for a decision to grant or 900 808 78.9 750
not to grant funds
Long period of collecting the required documents 80.0 84.6 14.6 75.0
&KDUJHDELOLW\ RI (¢ QDQFLDO VHFXULWAO0.0 82.7 83.1 100.0
No experienced person with the preparation of 10.0 212 254 00
proposals
High costs for preparing the proposal / business 70.0 63.5 69.0 750
plan
Too complicated legal regulations 90.0 65.4 62.0 75.0
Reporting on implementation of the proposal 80.0 78.1 70.4 50.0

* the tested could indicate more than one answer

Source: author’s research

taken actions aimed at helping entrepreneurs in obtaining
funds from the European Union budget for running a
business (Bienkowska W., 2012).

The study looked for an answer the question of what
forms municipal authorities take to provide support to
entrepreneurs. Table 2 presents detailed information.

The municipalities with the lowest level of local
development activities often focus on training of
entrepreneurs and supporting and promoting local
leaders rather than the municipalities with a higher
level of development. However, this cannot be referred
to the taken action in these communities in the
partnership.

Local authorities, business, and local communities
are aware of the right and the need to take action to
create favourable conditions for the development of
entrepreneurship. In fact, entrepreneurs often face many
obstacles in their actions which require not only a lot of

Economic Science for Rural Development
ISSN 1691-3078

No. 32, 2013

time and money but turn to be a stressful occupation
which may have an effect on discouraging the next
steps to be taken in developing the scale and scope of
operations (Targalski J., 2009). Table 3 shows the factors
hindering the use of the European Union funds, taking
into account the level of development of local classes in
the surveyed municipalities.

The municipalities with the lowest level of local
GHYHORSPHQW H[SHULHQFHG WKH
obtaining funds from the European Union related with
WKH H[SHFWDWLRQ RI ¢(QDQFLDO VHFXULW\
lack of experienced individuals for the preparation of
applications was the lowest barrier in the opinion of the
respondents.

Another issue affecting the development of the
PXQLFLSDOLW\ LV (QDQFLDO FRQGLWLRQ
with the economic situation of the country and the
UHJLRQ 7KH FRQVHTXHQFH RI WKH XQIDYRXUI

JUHDWHVYV

ZKL
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Table 4
Tax reductions and exemptions for local businesses in the sur veyed municipalities used to measure
the level of development according to local development measure (in %)
Classes of municipalities by the local development level measur e
Type of tax deductions and (data for 2009)
exemptions * on &ODVYV , &ODVYV ,, &ODVYV ,,, &ODVV ,9
N =10 N =52 N=71 N=4
Means of transportation 50.0 46.2 40.8 50.0
Agriculture 50.0 50.4 40.8 50.0
Real estate 30.0 44.2 38.0 25.0
Forestry 30.0 15.4 141 0.0
* the tested could indicate more than one answer
Source: author’s research
Table 5
Investment directions made by the municipal government to i mprove the business environment by the
local development level measure (in%)
Classes of municipalities by the local development level
Investments * measure (data for 2009)
&ODVYV , &ODVYV ,, &ODVYV ,,, &ODVV |9
N =10 N =52 N=71 N=4
&RQVWUXFWLRQ UHQRYDWLRQ RIURDGV 38.0 51.1 2.9
Water supply system 6.6 30.7 42.3 29
Sewage system 5.8 24.1 314 15
Sewage treatment plants 2.2 20.4 24.8 15

* the tested could indicate more than one answer

Source: author’s research

situation of economic operators is the amount of taxable
income (either natural or legal persons as well as entities
without legal personality), which, in turn, translates into
the amount of taxes paid by them affecting the budget of
WKH PXQLFLSDOLW\ -DUHPF]XN
Table 4 presents the research results on the use of
tax reliefs and exemptions for companies that decide to
undertake an economic activity in the municipality.

Summary and Conclusions

The study on the actions of local authorities in
promoting entrepreneurship, has led to the following

conclusions.

1. The development of entrepreneurship in rural areas
is associated with the existence of a certain place

and time appropriate
and intangible. Adequate

resources,

capital

both tangible
and people

Taking into account the division of municipalities
into classes according to the level measure for local
development, there were no differences in terms of tax
reliefs and exemptions by the municipal authorities. 2.
An important issue, which drew attention to the
studies undertaken, were the directions of investing
in communities. Made investments contribute to the
attractiveness of the area for potential entrepreneurs.
Table 5 shows the direction of investing in communities
on the level of their development.
The study shows that most of the municipal authorities
XQGHUWRRN LQYHVWPHQWY LQ &ODVYV ,,,
the level is small in municipalities with a very low level of
local investment. It is necessary to correct infrastructure GRFXPHQWY DQG ¢(QDQFLDO VHFXULW\ UHTXLU
in order to arouse interest of potential entrepreneurs in the part of the entrepreneur.
WKH DUHD DQG WR ¢QG LW WR EH DSSURSUWWOWNWIRLWBROFRWXRWLWLHY SODFHG
business. Therefore, the task of local authorities should terms of local development more often undertook
be to strive to achieve the most favourable business actions to improve infrastructure (construction/
environment. repair of roads, water supply, sewerage, wastewater

with the right knowledge and willingness to bear
the risk contribute to the development of the
entire area.
More than half of the respondents consider that
Poland’s accession to the European Union has
become an opportunity for the development of small
DQG PHGLXP VLIHG HQWHUSULVHV
taken by local authorities to obtain funds from the
European Union was the organisation of training
and promoting local businesses. However, factors
hindering the use of the EU funds involve a long

, erlod of/ dediSadimékirg JoyVexabming individual
application forms, a too long period of collecting

7KH PDLQ

LQ &ODVV
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]JH Z]JJOHGX QD SRJLRP LFK UR]ZRMX RUFLHMYREFK 6WDQ L SHUVSHNW\Z\ UR]ZR

VWUXNWXUH Z\NZDOL¢NR@EmDRafok okDGU QDXNRZD . .U]J\]DQ R\BWaWRictwo SGGW,

the taxonomic method to division of typological :buVv]DzZD S

countries due to their level of development and 12 60RZQLN -H]J\ND 3R (PdINH H language
UHVRXUFHV DQG WKH VWUXFWXUW: RI TXxDBigioname @9§@Temll. 3:1 :DUV]DZD S
3UJHJODG 6WDW\VW\F]Q\ 3:1 :DUV]DBD 6WUX]J\FNL 6 BUJHGVLHELRUF]RVF Z Sl
pp. 307-327. UR]JZRMX U\QNRZ O axteaépetrghip in
-DUHPF]XN . 3U]JHGVLHELRUF]Rhgmrocess of the development of local markets)

SURFHVLH IXQNFMRQRZDQLD VDPRU]DGX AMWWREKW.DOEHPR ‘HZQHWU]JQHJR L .RQV
(Entrepreneurship in  the functioning of local :bUV]DZD S

government). :\GDZ :\]V]HM 6]NRO\ $GPLQ L4 Waygalskia J. (2009). Wplyw integracji europejskiej
L =DU]DG]DQLD Z 3U]JHP\VOX 3U]JHP\VO s QD URJZRM SU]JHGYVLHEheR UnfppRtV L

_UJ\]DQRZVND . 3U]JHGVLHELR Bwpesry integraton on  the  development
JHVSRORZD UROQLNRZ L MHM X z Dah X @MrRFEDeYISiip) . Wydaw.  Uniwersytetu
(Entrepreneurial teamwork of farmers and its (NRQRPLF]JQHJR z .UDNRZLH .UDN|
conditions). :\GDZ 6**: :DUV]DZD S p. 9.
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Abstract.  The main aim of the article is to present the evaluation of opinion s of inhabitants about multifunctional
development of rural areas in the Imielno commune. The evalua tion is based on the compilation of opinions of
inhabitants who expressed their views in questionnaires before and afte r integration with the EU.

In Poland, the territory covered by protected areas amounts to 33.1%. Th e region with the highest percentage of

SURWHFWHG DUHDV LV ORFDWHG LQ WKH 6ZLHW KMHWINVINUH 9RAXYRRIGH\SKIBLWLHY TQ WKH 6ZLHW
9RLYRGHVKLS DPRQJ ZKLFK LQ SURWHFWHG DU HW K HF BRZ IHHUWRRRNUWH \ WNKIDHQ CKWIDHD RRIQH RI WKHP

Imielno municipality, in which protected areas occupy 51%. Most of these areas are landscape parks and protected
landscape areas.

The poll was conducted among 117 inhabitants who expressed their opinions in questionnaires before the EU integration
and 109 people who expressed their opinions after that event. This paper presents the conditions and courses of eco-
GHYHORSPHQW SUHIHUUHG E\ WKH LQKDELWDQW\W QR IWW KH1DFELYIOZ] RDRXYLFLEQOGVYADSH 3DUN
and after integration with the EU. The research was based on inhabita nts’ opinions concerning particular courses of
development, i.e. tourism, services, handicraft, industry, agriculture , food processing, and environmental protection.
The results show that before the integration with the EU, agriculture a nd services were the most preferred courses
of development in the protected areas of the Imielno municipality, wh ereas after the integration — the respondents
preferred industry and agriculture.

Key words : multifunctional development, opinions of inhabitants, rural areas, protected areas.

JEL code: Q15, Q56

1. Introduction &RPPXQHV PD\ DQG HYHQ DUH REOLJHG WR SUH:?
The conditions of the development in the protected accomplish strategic plans on their own as well as search

areas result from the potential of natural resources in IRUWKH PRVW HI(FLHQW VWUDWHJILHV RI ORFDO Gt

this area as well as from objective conditions shaping EDVLV RI WKH VWUDWHJI\ HI¢FLHQF\ LV LWV DFFHS

their position in the region. Development processes society, which can be achieved by involving the regional

should take place in the atmosphere of social acceptance society in the process of strategy building, especially

of the development programme. The role of the local regional authorities and opinion-shaping circles.

community, being a subject in the realisation of The necessity of carrying research on the

strategic goals, is based on the evaluation and analysis development of protected areas was the reason to refer

of inhabitants’ attitudes, their expectations towards the to this problem in the current publication, and its goal is

courses of future development, and legal conditions to show the opinions of inhabitants about multifunctional

specifying action proceedings. development of rural areas in Imielno commune before

At the end of 2003, spatial forms of nature and and after integration with the EU.

landscape preservation constituted 33.1% of the total

FRXQWU\ DUHD 5RF]JQLN« /D Q G\ X MateriaBard Methods

together with national parks, nature reserves, and The research composed of setting the courses of

protected landscape areas make up the system of GHYHORSPHQW RI SURWHFWHG DUHDV LQ 6ZLH
protected areas as a set of mutually complementary voivodeship include, among others, recognising nature

IRUPV RI QDWXUH SUHVHUYDWLRQ %HFD XaWd I&htsbae LdilieV & Hifiel protedtéll areas in the

protected areas are subject to particular legal statutes 6ZLHWRNU]J\WNLH YRLYRGHVKLS 7KLV UHVHDUFK Z

WKDW GH¢QH DGPLVVLEOH KXPDQ DFWLY InVW99& HiseHaQs@dsiReht RQenirtrtent components
OHYHO RI SURWHFWLRQ 5HJLRQDO GHYH W&Simitt@ 1/ badiz Gacdtots detdren@ibgGmultifunctional

as a process of economic, social, cultural, and political and eco-development of rural areas and agriculture.
changes leading to the rise of the level of residents’ This paper is based on personal research, in particular:
prosperity through the process of transformation from survey results, meetings with Imielno authorities and
less advanced states to the ones that are more advanced inhabitants who were concerned about the development
DQG FRPSOH[ $GDPRZLF] :KDW EHORIQWNKHVRUWABH 7KH VXUYH\V ZHUH SUHSDUHG WR |
tasks of a commune is especially securing a harmonious prospects of the protected areas development. People of
development, i.e. balance between social and material different levels of education participated in surveys, and
elements of the commune as well as between economic surveys involved mainly people considered as leaders
and ecological ones. according to the notion presented by Siekierski (2004)
1 & RUUHVSRQG L QTal.00BAS K2FR66R 44 19; Fax: 0048 12 662 4352 E -mail address: rmpoplaw@gmail.com
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Table 1
The use of land for individual farming

6SHFL,FDWLRQ Imielno commune Protected area
(ha) in % (ha) in %

Area as a whole 10060.00 100.00 3223.00 100.00
Arable total 8073.00 80.24 2207.19 68.48
land plough land 6668.00 66.26 1476.94 45.83

orchards 99.00 0.98 12.96 0.40

meadows 966.00 9.60 534.83 16.59

JUD]LQJ ODQG 340.00 3.40 182.46 5.66
Woods and woodlands 1078.00 10.72 526.58 16.34
The rest of lands and waste land 909.00 9.04 489.23 15.18

Source: author’s case study

ZKR FODL pHtte ¢ormune’'s &ptic@ione production area’s quality
according to the IUNG methodology amounts to 67.4

DQG =DZLV]D 3LODUVND

such people set the courses of development actions

within a particular rural community. (5" SODFH LQ WKH -HGU]J]HMRZVNL 'LVWULFW ZK
,PLHOQR FRPPXQH LV ORFDWHG LQ -H &g |HMdI&nd iseRUEIItDOA6.L Q

6ZLHWRNU]J\WWNLH YRLYRGHVKLS ,PLHOQR FRI™® Kaukhl lddnhditidms Fofl &gricultural production of

10.060 ha, of which 5.130 ha (51 % of commune’s the commune in general may be reckoned as medium

surface) are occupied by the protected area. EHQH¢FLDO FRPSDUHG WR WKH ZKROH FRXQW.L
The statistical data and data from the case study SRYLDW DQG 6ZLHWRNU]J\WNLH YRLYRGHVKLS DU

given by Imielno commune authorities concerning account, then Imielno commune is located much below

the economic potential and the population conditions

VXSSOHPHQWHG WKH (¢HOG UHVHDUFK

the course of development preferred by farmers and
inhabitants were: the local physical development plan

the medium conditions.

7 K H Thearaa wf ingividugl Fgng ingh® commune in most
of cases is equal to the area from 7 to 15 ha, while in
the protected area the individual farms occupy from 5 to

DQG WKH ¢QGLQJV RI VXUYH\V FRQGXFWH &0 h® ragty A% Kai ap e strucjure of land use and
forms of ownership are concerned, the situation in

cultivating the protected area. Out of 150 questionnaires
handed to the inhabitants, 117 were used for analysis. In

men and 36% women. Furthermore, 42% of respondents
had primary education, 34% - vocational education,

Imielno commune and in the protected area is relatively
WKH JURXS RI SHRSOH ¢00LQJ LQ WKH T X stablg.- TrRixed showsHhe landzugefey individual farming

(data in ha) in the commune and Landscape Park.
Arable lands occupy 77.2 % of municipality’'s area,

21% — secondary, and 3% — higher education. In the and 83% of those are plough lands. Permanent green
next research, there were 250 questionnaires addressed lands make up 12 % of arable land, of which 1.3 % are
GLUHFWO\ WR LQKDELWDQWV RXW RI ZKagh@ds. Woodsu¢eves @low G%La) the whole area,
and 109 were analysed. The respondents were mainly including 6.93 ha that are owned by National Ground
white-collar workers (30.8 %) and farmers (18.7 %). Found.
The carried out survey concerned: favoured courses of In the commune, the average distance from the place
development of the research area, ecological awareness, of living to the farthest situated area is 2.5 km, and in
possibility of maintaining agricultural and tourist activity, the given territory varies between 1.5 and 3.6 km. In
problems of everyday life hindering the development, the protected area, there are mostly farms of which
some demographic aspects, development chances, and terrain includes about 5 — 7 ha, thus altogether covers
obstacles. up to 783 ha. The most common farms in the commune
The questionnaires concerned: preferred courses of (7- 10 ha big) occupy up to 617 ha inside the park's
development in the given area, perspectives, barriers, territory.
and chances for development of one’s farm, possibilities The average wheat crop in the protected area
of carrying out agricultural and tourist activity, problems amounted to 23dt/ha, rye crop 15.8 dt/ha, barley

of every-day life that hinder the economic development. CrOPdflf]'S dt/ha, oat crop 23.5 dt/ha, and potato crop
140 a.

In the protected area, 177 farms (112 in the park
itself) possess farm animals (among which there are
the EU 309 cows, 253 hogs, 264 horses, and 3 sheep). 37.6%
The commune contains twenty-two villages, which of the inhabitants and landholders hope to set their
GLIIHU LQ VL]H RI WKH DUHD QXPEHU RI | DidreMife@BeiEdE Fa@nDawiliRe@d to continue the
Four administrative areas of the village are situated in hitherto existing way of running the farm, 50.4% do
WKH SDUNYV WHUULWRU\ DQG WZR LQ W Kbt se&JdRy\cheRad fBr @QwihRa@ni's dévislbpment, 6.8%
actual number of people living in farms’ households is of people from the latter group intend to change the
4300 with an average 4.24 persons per farm. The ratio SURGXFWLRQ SUR,OH DQG LQWHQG WR VWD

3. Results before integration with
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farming. The respondents’ answers to the question
about the courses of development were:

— agriculture — 85 %;

— tourism — 42 %j;

— services — 54 %;

— handicraft — 42 %);

— industry — 47 %.

Agricultural and food processing along with
environmental protection were not researched, because
at the end of 2001 nobody had thought about these
courses of development yet.

Before the integration with the EU, the respondents’
answers to the question about the greatest barriers
that hinder the agricultural development included the
following:

— ODFN RI SUR¢{¢WDELOLW\ RI DJUDULDQ

— ODFN RI RUJDQL]JHG PDUNHW +
— lack of preferential credits — 9 %;

— low quality of soil — 30 %;

— too large division of farms — 27 %.

The conditions that would enable the agricultural
development on the protected area are aggregated
below:

— organised market — 60,7 %,;
— farmer’s contract — 33,3 %;
— guaranteed prices — 45,3 %;
— prices 15% higher — 2,6 %;
— prices 30% higher - 9,4 %,;
—  prices 50% higher — 38,5 %.

According to inhabitants of Imielno commune, the
most necessary courses of municipality management
activities were:

— social assurance — 71,8 %;

— health and social welfare — 19,7 %;

— shaping of social consciousness — 6,8 %;

— developing of commune’s potential — 23,9 %);

— shaping and protection of environment — 12,8 %.

Lack of organised market of agricultural products,
small-scale food and agricultural processing as well
as broadly understood services, not intended only for
agriculture, were the most often mentioned problems
among respondents. Respondents also stated that the
elements of technical and agricultural infrastructure were
the factors that to the greatest extend made the life
harder and needed to be improved.

4. Results after integration with the EU
Taking into consideration external factors, a question

— handicraft — 44.2 %;
— industry — 65.0 %.

Later on, the respondents answered the questions
concerning barriers and opportunities for development in
the above-mentioned courses of development.

As main barriers for the development of tourism in
the commune, they mentioned:

— lack of organised tourist network — 56.2%;
— lack of tourist infrastructure — 52.9 %.

They saw, however, an opportunity for the
development in credit guarantees (39,4 %).

In respondents’ opinion, the main obstacle for
services’ development was:

— ODFNRI ¢QDQFLDO UHVRXUFHV IRU WKLV NLQG R

—51.4 %.
S U RrepppiunitRfQr the development would be property
tax allowances and exemptions (42.3 %).

In respondents’ opinion the main obstacles for
handicraft development in the commune were:

— lack of any base for the development of handicraft
—40.2 %;

— ODFN RI ¢(QDQFLDO
development — 50.5 %.

An opportunity for the development they saw in
the means of transport tax allowances and exemptions
(45.3 %).

In respondents’ opinion, the main obstacles for the
development of industry were:

— lack of economic instruments supporting such kind of
development — 47.1 %;

— ODFN RI ¢(QDQFLDO
development — 51.4 %.

49.0 % of the respondents regard free legal
and economic consultancy as an opportunity for the
development. Inrespondents’ opinion, the main obstacles
for the development of environmental protection were:

— ODFN RI ¢(QDQFLDO
development — 51.4 %;

— lack of infrastructure connected with environmental
protection — 5.5 %.

The respondents also saw an opportunity for the
development in free legal and economic consultancy
services (42,7 %).

In respondents’ opinion, the main obstacles for food
processing development were:

— lackofinvestorsinterestedin processing development
—53.9 %;
— lack of market for products of processing — 48.0 %.

In this respect, as an opportunity for the development

DERXW LQVWLWXWLRQVYT LQAXHQFH RQ F FRPsaQ khe \mezsuns YoH GeRPerHtgxvallowances and

was asked in scope of the survey. The opinion of

exemptions (44.3 %).

UHVSRQGHQWYV LV DV IROORZV WKH PRVW I YeRoxuenspinios AxeH@IR lbstacles for the

is exerted by the commune’s self-government units
(47.1 %).

The respondents think that it should involve health
care (53.8 %) and safety of inhabitants (59.0 %).

The respondents believe the following courses of
economic development to be of highest importance for
the commune:

— agriculture — 63.6 %;

— agricultural and food processing — 59.6 %;
— tourism — 53.9 %;

— environmental protection — 63.1 %;

— services — 53.3 %;

34

development of agriculture in the commune were the
following:

— XQSUR¢WDELOLW\ RI DJULFXOWXUDO SURGXFWL

— lack of organised market for produce — 50.0 %.

The opportunity for the development they saw in free
legal and economic consultancy services (46.7 %).

As the most important material and safety issues,
that are possible to be carried out in the commune in
the present conditions, the respondents have chosen:
ensuring better public safety.

As the most urgent and possible activity to be carried
out in the present conditions in the commune, the
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respondents named: organised market for agricultural
products and produce (62.0 %) and present offer for
investors (63.5).

The inhabitants of the Imielno commune believe
that the following elements of the infrastructure are

ecological agriculture (Siekierski, Dudek 2000). The
development of tourism (ecological tourism) ought to be
supported and treated as an alternative source of income
IRU IDUPVWHDGY $ *U]JHODN
(2010) and S. Jarka (2012) have presented a similar

XQGHUGHYHORSHG FDXVH JUHDW GLI¢{FXQ@MtdiwveldQG DUH LQ XUJHQW

need of being improved:
— communication infrastructure — 55.7 %;
— agricultural infrastructure — 56.5 %.

As far as the elements of agricultural infrastructure are
concerned, in opinion of inhabitants the following objects
are underdeveloped and call for urgent improvement:

— agricultural  machines and equipment repair
services — 50.0 %;
— provisioning and purchase points — 52.8 %.

As far as technical infrastructure is concerned, the
following elements are believed to be underdeveloped:
— roads (building new ones and rebuilding the existing

ones) — 61.7 %;
— building of sewerage system and sewage plants
(building up) — 55.7 %.

As far as the social infrastructure is concerned, the
respondents’ opinion is that it would be necessary to
build a culture centre (54.8%) and a secondary school
in the commune (42.3 %) as an amenity of particular
importance for inhabitants.

The most onerous social problems for the commune’s
inhabitants were:

— unemployment among adults — 72.2 %;
— unemployment among young people — 79.2 %.

As the least serious problems, the inhabitants
mentioned national and ethnic problems (41.9 %).

According to the opinion of the local community,
the following objectives connected with shaping and
protection of environment are the most important:

— keeping the environment clean — 64.8 %;
— elimination of illegal waste dumps — 69.2 %.

The respondents thought that tourism (45, 5 %) and
environmental protection (51.5 %) have positive impact
on the commune’s development in the protected area.

The most important objectives connected with social
consciousness and attitudes are:

— availability of diverse forms of development for
young people — 59.8 %;
— availability of diverse forms of culture — 53.9 %.

4. Discussion

The process of transforming the present agriculture
based on the traditional way of cultivating and using
the land should lead to the multifunctional development
of rural areas, which also implies integrated and
environment-friendly  agriculture combined with
recreation and tourism. Agriculture based on ecological
methods should be adjusted to the local landscape and
its water and soil conditions. Large labour force resources
in agriculture provide a chance for alternative solutions
also in such time-consuming branches of specialised
agriculture as ecological agriculture, seed production,
herb-cultivation, etc. Ecological agriculture should be not
only recommended, but also the only one permitted in

According to the data of the analysis and surveys
conducted among the local population, the author
found out that the primary aim — multifunctional and
eco-development of the area - is common for normal
and protected areas. The long-term goal of the local
authorities and the community is to create favourable
social and economic conditions, in which the commune
authorities will co-operate with the local community as
equal partners, inspire and co-ordinate local initiatives.
They will also support the multifunctional development
and co-operate with the inhabitants of Imielno commune
who will cultivate the land in an environment-friendly
way.

The following strategic aims should serve the
multifunctional and eco-development of the rural areas:
transformations in agriculture and food economy,
environmental protection, the development of rural
areas, tourism and recreation, the dynamic increase in
the service sector, and encouraging the local community
to support all aspects of social development.

The implementation of long-term initiatives
undertaken in the protected areas requires the activity
aimed at the further development of the infrastructure,
which determines not only improvement of life conditions,
but also makes the area more attractive for tourists
and prospective investors. It concerns particularly
the improvements in the technical and agricultural
infrastructure.

$

%LHUC

7KH HI(FLHQF\ RI WKH PXOWLIXQFWLRQDO

policy in protected areas depends on the acceptance of
the commune authorities; it should also be consistent with
the development of the commune. Another indispensable
aspect of the prospective success is a dynamic syllabus
of courses organised for local inhabitants, which would
comprise all economic spheres of the commune.

The activities connected with introduction and
use of ecological methods in agriculture should be an
integral part of environment protection activities and
eco-development of legally protected areas. Among the
factors, which would favour the activities, it is possible
to mention respondents’ willingness to use ecological
methods, which they expressed in their opinions and
declarations (30% of questionnaire’s participants). The
outcomes indicate the possibility of implementing eco-
development and agriculture, ecological production
in Imielno commune. The survey’s participants have
different levels of ecological knowledge, eco-development
principles, and ecological production methods.

5. Conclusions

Based on the results of the research on multifunctional
rural development in Imielno commune, the conclusions
are as follows:
— the results of the assessment of the directions

WKH SURWHFWHG DUHDV &RQVLGHULQJ WK Hf IRRRIBprEcdtR-GhaRdi¢laflR @nd. ervices — are

such areas, it seems appropriate to promote the most
environment-friendly direction of the development, i.e.

Economic Science for Rural Development No. 32, 2013
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assessed the same before and after the integration
with the EU;
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— despite the entry into the EU and a very strong
support  for  non-agricultural  activities, the
respondents still indicate agriculture as the primary
direction of development;

— the integration of agriculture is less preferred than
before, and increasing number of people are inclined
for the development of tourism and industry;

— the creation of markets for product sales and
support from the state (contracting, free economy
and legal advice)are very important issues for the
respondents;

— one of the most important problems of the residents
is their provision with a decent standard of living, by
which the respondents understand ensuring public

VDIHW\ DQG ¢JKW DJDLQVW XQHPSOR\BH Qdf4tistical Yearbook - Environment

Despite many restrictions resulting from
environmental protection and infrastructure
LQVXI¢{¢FLHQF\ WKH

have development possibilities. The development should
EH VXSSRUWHG E\
multifunctional development, particularly for creation
of new non-agricultural work places and facilitating of
structural changes in agriculture as well as environment
protection infrastructure.
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Abstract. 7KH DLP RI WKH SURSRVHG VFLHQWL¢(F UHVHDUFK LN VB8R UGHWNKOPUQ@N ZIKIHW KIH

potential for the development of human capital based innovation ecosystem.

The paper is based on the study of

GH¢QLWLRQV VWDWLVWLFDO GDWD DQG ¢HOG DQRQ@\WIK\WH VKHQOD ¥ AIKERAM/ AIQLIYNQ R M CO/QLR @ |

for sustainable development of innovation in Latvia. A part of the r
3+XPDQ &DSLWDO DQG ,QQRYDWLRQ
DQG %HWWHU -RE 2SSRUWXQLWLHV”
According to the research results, Riga has a good potential for attraction of loca

esearch results was also presented in the project

(PSOR\PHQW 3R®LEQHRW DY LUREDIHWRBUNMLRQ 7DOHQ
IXQGHG E\ WKH ,17(55(* ,9& SURJUDPPH

| and foreign human capital and

GHYHORSPHQW RI HIcFLHQW LQQRYDWLRQ HFRV\VWHP

Key words:  national innovation system, innovation ecosystem, innovation environm

JEL code: J24, 015

Introduction

Every commercial success starts with an idea for a
new product or service. Innovations have been said to be
generated by companies that want to satisfy customer
needs, yet, also by user innovators who generate
new products or solutions for their very own needs
(von Hippel E., 1988, 2005). New idea can turn into
innovation only in corresponding environment that is
often called innovation ecosystem. Innovation ecosystem
can be absolute only in balanced environment in which
all stakeholders are involved for sustainable growth.
Functioning of the national system of innovation shall
ensure its elements and performance of innovation
ecosystem. On the basis of convergence of innovation
system elements, it is necessary to determine the
cornerstone of the system and its impact on the
development of the system to promote economic growth,
and the development of regions and economics.

Research results and discussion
1. National innovation ecosystem

Today's competitive business environment requires
more and more attention to planning, forecasting and
analysing business, especially for the development of

ent, human capital, employment.

key elements as fundamental of innovation system:
institutions, individuals, technologies, market, processes,
and competencies. Also it is obvious that human capital
SOD\V D FHQWUDO UROH LQ DOO WKH GH¢ QLW
Table 1.
ORVW RI WKH DERYH PHQWLRQHG GH¢{QLWLRC
the innovation system, while the meaning is very close to
WKH H[LVWLQJ GH¢{¢QLWLRQV RI EXVLQHVYV HFRV
Business ecosystem and innovation ecosystem is very
FORVH LQ PHDQLQJ DFFRUGLQJ WR WKH PRVW SR
JRU H[DPSOH -DFNVRQ KDV JLYHQ WKH IROORZ
RI LQOQRYDWLRQ HFRV\VWHP ~ WKH HFRQRPLF L
energy dynamics of the complex relationships that are
formed between actors or entities whose functional goal
LV WR HQDEOH WHFKQRORJ\ GHYHORSPHQW D
-DFNVRQ ' - $FFRUGLQJ WR WKLV GH¢{Q
key elements in innovation ecosystem are institutions,
individuals, and technologies. At the same time without
DQ\ GRXEWV WKH KXPDQ FDSLWDO SOD\V D VLJ
the development of innovation.
Luoma-aho and Halonen have mentioned that
LOQQRYDWLRQ HFRV\WWHP LV 3D SHUPDQHQW
system of interaction and exchange among an ecology of
various actors that enables the cross-pollination of ideas
DQG IDFLOLWDWHY LQQRYDWLRQ" /XRPD DKR

LQQRYDWLRQ O0DQ\ DXWKRUV RI VFLHQWL¢F SXERPLRMKUVR®N: RDWHRQ RQH FDQ FRQFOXG

focused on the topics of innovation development but
not many of them have paid attention to innovation
ecosystem as a source of innovation activity. The
understanding of innovation ecosystem is very close to

(and actors usually belong to a category ‘human capital’)
are the key element of successful innovation ecosystem.

%\ DQDO\VLV RI ¢QGLQJV RI PDQ\ WKRXJKW (
Adner R. (2006); Subramanian V. (2012); Moore J. F.

EXVLQHVV HFRV\VWHP ZKDW RQH FDQ FR Q393)PJdeks6FOR 2D @dgler J., Kusiak A. (2011) ;

GH¢{¢QLWLRQV
The beginnings of innovation planning are dating back
to the 1960s, when it started developing alongside the

Mercan B., Goktas D. (2011) etc., the authors concluded
WKDW KXPDQ FDSLWDO SOD\HG WKH PRVW VLJQ!
development of innovation ecosystem.

RWKHU WKHRULHVY 7KHUH DUH YDULRXV G HA®ddWgR Qtie L QIIowRy H Q Wesedfch question

and popular literature giving insight in a meaning of
31DWLRQDO ,QQRYDWLRQ 6\VWHP"

After examining the most crucial studies and

was proposed: Does Latvia have a potential for the

7D E O H development of on human capital based innovation

ecosystem?

GH{QLWLRQV RI *1DWLRQDO ,QQRYDWLRQ &bV yéting ansv@iB BR the Wdeaich question, the

before the beginning of the 21st century, the authors

DXWKRUV GLG VWDWLVWLF GDWD DQDO\VLV DQC

FRQFOXGHG WKDW WKHVH VWXGLHV PDLQréseacchAHFW WKH IROORZLQJ

1 aRUUHVSRQGL QEFmaIX dMHARI$Jmikus@gmail.com
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Table 1

1IDWLRQDO ,QQRYDWLRQ 6\WVWHP GH{;QLWLRQV IURP WKH OLWHUDWXUH

"H¢ QLWLRQ

Key elements

S« WKH QHWZRUN RI LQVWLWXWLRQV LQ WKH SXEOLWDIQG QG YLDQ/W

Hihdid oW R R @ VZ K

RVH DFWLYI

the rate and direction of technological learning (or the volume and composi tion of change
JHQHUDWLQJ DFWLYLWLHY LQ D FRXQWU\" 3DWHO 3 3DYLWW .

&RPSHWHQFL
Technologies
Market

LQLWLDWH LPSRUW PRGLI\ DQG GLIIXVH QHZ WHFKQRORJLHV™ )UHRE Q &
Technologies
7KH 3VHW RI LOQVWLWXWLRQV ZKRVH LQWHUDFWLRRUGPBWHM RLRHQ MWKIHRIQBORYDWLYH SHUI
¢UPV” 1HOVRQ 5 5 Market
3 WKH HOHPHQWY DQG UHODWLRQVKLSV ZKLFK IXYWRQ DFWNG DQV W RMa@MRGXFWLRQ GL
and economically useful, knowledge ... and are either located withi n or rooted inside the
ERUGHUV RI D QDWLRQ VWDWH" /XQGYDOO $ %
3 WKH QDWLRQDO LQVWLWXWLRQV WKHLU LQFMHQEYH W WK B WX H¥MidE @ WKHLU FRPSH

HV

3$ VIVWHP RI LQQRYDWLRQ LV WKDW VHW RI GLVWIRQEQGLQV®X DX Y
contributes to the development and diffusion of new technologies and which pro vides the
IUDPHZRUN ZLWKLQ ZKLFK JRYHUQPHQWYV IRUP DQSXIHEFH WKEW G
process. As such it is a system of interconnected institutions to create, store and transfer the
NQRZOHGJH VNLOOV DQG DUWHIDFWYV ZKLFK GH{QH QHZ WHFKQR(

NIDRIQtWNZ KL FK |
Individuals

RRch BololisR @/ R L
Knowledge
Rarketl V- OHWH

MRLQWO\ DQ

DOIH 6

37KH VIVWHP RI RUJDQLVDWLRQV DQG DFWRUV ZKRVH LIQGHMM RW W/
QDWLRQDO HFRQRP\ DQG VRFLHW\" 1LHPLQHQ 0 .DXNRQHQ (

RKBLtORSS HYV W
Individuals

HLQQRYDW

3$00 WKH DFWRUYV DQG DFWLYLWLHV LQ WKH HFRQRWHKLBER DQIG
LQQRYDWLRQ WR WDNH SODFH DQG WR OHDG WR HFRERRKR GW YH (

BiRRARIMY P UD OR
REWIHaBW~ $U
Market

U
QDROG (

3$W LWV VLPSOHVW DQ LQQRYDWLRQ V\WVWHP LV WKHYLOCRRP®W RRQRK
WKH JHQHUDWLRQ GLIIXVLRQ DQG DGDSWDWLRQ DQG XFH/ RIQLQR
DQG WKH LQVWLWXWLRQDO FRQWH[W WKDW JRYHUQRRMAK/KN D \WWD KK
(Hall A.J. et al., 2003)

BreMY@IdEE DW L R g
D@idEdH RI VR
HMSIIDFWM H U D F

V DQG LQGL
FLR HFRQRP
WLRQV DQG

3,QQRYDWLRQ V\VWHPV DSSURDFKHV YLHZ LQQRYDWDRDRQUYHIDBU
evolutionary way, whereby new products and processes are brought into econo mic and social
use through the activities of networks of organisations mediated by various institutions and

HInstitMignsl PLF L
Market
Processes.

SROLFLHV" +DOO $ - HW DO

QWH

Source: authors’ construction based on literature

%XVLQHVYV (FRV\VWHP GH¢{QLWLRQV

Table 2

"HeQLWLRQ

Key elements

S'HVFULEHV WKH VWUXFWXUH DQG EHKDYLRXU RI D RHOVZWKNWR |
VKDUH D NH\ WHFKQRORJLFDO SODWIRUP DQG WKHUEZBDKV LIQQ @X FKC
HQYLURQPHQW " ORRUH - )

KlhstitGtioidd FK R U J
DReDHDolgdieB V FD Q

Individuals

DQLVDWL
ARX

37KH QHWZRUN RI RUJDQLVDWLRQV *# LQFOXGLQJ VXSSOLHUIW BU
JRYHUQPHQW DJHQFLHV DQG VR RQ * LQYROYHG & QRGKH W HRQLYH
WKURXJK ERWK FRPSHWLWLRQ DQG FRRSHUDWLRQ 7KH:3HGERN\NMNW
affects and is affected by the others, creating a constantly evolving rel ationship in which

HDFK EXVLQHVV PXVW EH AH[LEOH DQG DGDSWDEOHELR® RUGHWD W,
HFRV\VWHP~ ,QYHVWRSHGLD

R

MWgtitutidhX W R U V
UnditRBudds VSHFL ¢
WRtkeWW HDFK EX
Interdependency

VXUYLYH DV

EXVWRPHUV
F
VLQHVV LQ \

LQ D

3$ QHWZRUN RI LQWHUOLQNHG FRPSDQLHV VXFK DVR/KQSGIUDIRW
each other, primarily complementing or supplying key components of the va lue propositions
EHQH¢WV IRU FXVWRPHUV ZLWKLQ WKHLU SURGXFWV RU VHUYL

DI idAtdrisV W U L E X
Interdependency
Fdvket 6 XEUDP D

WRUV ZK

DLDQ 9

Source: authors’ construction based on literature

2. Statistics on regional innovation

A comprehensive innovation level analysis among the
EU Member States has been included in the Innovation
Union Scoreboard 2011 which characterises Latvia’'s
strengths and weaknesses in the area of innovation

Member States Latvia has the lowest leve
thus,
XQGHU WKH FDWHJRU\ R
&RPPLVVLRQ $FFR
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Technology and Innovation Foundation survey conducted information in a short time and graphical method was
among 40 countries worldwide, Latvia takes the used for visualisation of the results of interviews.
31st position in terms of creating, implementing and &UDZIRUG DQG %YHQLGHWWR DERXW WKH LQV
GHYHORSLQJ LQQRYDWLRQV 7KH ,QIRUPDKDLRQPHIWOR@HRA\ ¥7TKH PRVW FRPPRQ PHWKRC(
2009). However, according to the World Bank Knowledge direct, one-on-one interviewing. Sometimes this is a full
Economy Index, in 2012 Latvia takes the 37th position VFDOH YHU\ IRUPDO DQG VFLHQWL¢F VXUYH\ 2
out of 146 countries, just as 12 years ago (The World GLVFXVVLRQ ZLWK OHDG XVHUV ZKR RIWHQ DU
Bank, 2012). D SUREOHP " &UDZIRUG & 0 %HQLGHWWR &
$FFRUGLQJ WR WKH FDOFXODWLRQV RI 8KHID&H@W URIO KWBWIXWQEWD LQIRUPDWLRQ Fk
Bureau, the number of innovative enterprises in Latvia from the customer (target audience can be also included
has decreased in the period after 2009, namely, if there XQGHU WKH PHDQLQJ 3FXVWRPHU" £+ WKH DXWH!
were 707 enterprises in the sector of industry in 2006- and gathering of data involves contact with customers
2008, and then in 2008-2010, the number had reduced and experience with the use environment of the produce.
to 364 which constitute only 19.2% of the total number Three methods are commonly used: interviews, focus
of enterprises in industry in Latvia. Likewise, the total groups, and observing the product in use (Ulrich K.T,
turnover of innovative enterprises has reduced from Eppinger S.D., 2007). Interviews are usually conducted
LVL 68.9 to 62.3 million. Total expenditure on innovation in the customer’'s environment and typically last one
KDV GHFUHDVHG VLJIQL,FDQWO\ EHWZHHRU WZRBQ}RXUV B5HVHDUFK E\ *ULI;Q DQG +DX
i.e. from LVL 210.3 to 47.0 million respectively, which that one 2-hour focus group reveals about the same
shows a trend to save on machinery and equipment. The QXPEHU RI UHVXOWYVY DV WZR KRXU LQWHUYLL
number of workforce employed by innovative enterprises Hauser J.R., 1993).
in Latvia has decreased from 54.1% in 2008 to 47.3% in 8OULFK DQG (SSLQJHU KDYH SRLQWHG RXW W
&HQWUDO 6WDWLVWLFDQ %XUHDX « are usually less costly (per hour) than focus groups,
Latvia has the lowest research and development and because an interview often allows the product
activity in the EU (0.22% of the total GDP in 2010); development team to experience the use environment of
also income from licensing and patents is relatively the product, we recommend interviews to be the primary
ORZ (XURSHDQ &RPPLVVLRQ D ,Q VEHDWPD/ RROWKIFWLRQ PHWKRG® 8OULFK . 7 (¢
EU fund distribution between Latvia's regions, Riga 2007).
Planning Region had received the largest portion of Twelve structured interviews were carried out with
the envelope (total of LVL 291.4 million distributed four representatives of the education and research
between 1301 projects) in the period between 2007 sector, four businesspeople and four policy-makers
and 2011. Also in terms of the EU funds contribution to to obtain expert opinions on the attraction of highly
innovation and entrepreneurship, Riga Planning Region TXDOL¢HG KXPDQ FDSLWDO DQG WKH LQQRYD
takes the leading position with LVL 62.5 million (Ministry Riga. Seven questions were stated for interviews. The
RI (QYLURQPHQWDO « main conclusion on innovation ecosystem in Latvia (Riga)

$FFRUGLQJ WR WKH VWDWLVWLFV WK WasQdérBpet) oR theViasis! 6 WitergiBws (part of the
LOQVWLWXWLRQV DQG VFLHQWL¢F SHUVRQBYED KPIG UHYKOMDW BEGY IDDVR SUHVHQWHG LQ V

2010-2011 (from 319 in 2010 to 468 in 2011). Funding &DSLWDO DQG ,QQRYDWLRQ (PSOR\PHQW 3ROLF
allocated to science and research has almost doubled Regional Innovation Networks for Talent Attraction and
since 2009, namely, it has increased from LVL 59.9 million %HWWHU -RE 2SSRUWXQLWLHV™ IXQGHG E\ WKH
to LVL 99.4 million in 2011. Although funding earmarked programme). Results and conclusions from the interviews
for the entrepreneurship has reduced, the general trend are presented further.
LV SRVLWLYH &HQWUDO 6WDWLVWLFDO %XUHDX « +RZHYHU
it should be taken into account that funding in Latvia in 5HVXOWYV Rl WKH ¢HOG UHVHDUFK
FRPSDULVRQ ZLWK RWKHU (XURSHDQ FRXQ Whitth th¥ ainV ot Ehdrécteriihgibddkhess innovation
to ensure higher competitiveness. Innovations can only and the business environment in Riga experts were
be generated through developing education, science asked to assess the regional innovation ecosystem, the
and research, which, of course, require appropriate availability of business premises and broadband services,
investments. ¢QDQFLDO DQG HGXFDWLRQDO VXSSRUW IRU QF
The demographic forecasts for Riga and Pieriga 2030 availability of banking services and venture capital as
(Eglite P. et al., 2012) are not overly optimistic. However, well as the business and innovation environment as a
in comparison with the overall situation in Latvia, these whole (Figure 1).
regions are expected to maintain a relative stability in More than half of the experts (67%) agreed or
terms of population. It is expected that the population fully agreed that Riga had a good business/innovation
ZLOO GURS VLIQL¢(¢FDQWON ERWK LQ 5L JRndrbiMentDid®eve),RMYLIR®R dgredor fully agreed
by 2030. that the innovation ecosystem successfully achieved its
goals, 50% disagreed and 25% fully disagreed with this
3. Methodology of the research statement, thus, indicating a crucial difference between
The research is based on the study of literature the business environment and that of innovation, and
(Section 1) and statistical data analysis (Section 2) pointing tothe prerequisites ofthe innovation environment
as well as a consequent proposition of the research and the results achieved. A little over half (58%) of the
question. The research was conducted to obtain the experts agreed or fully agreed that business premises
potential of human capital as a main part of innovation were available for adequate prices. In turn, 75% agreed
ecosystem. The interview method (Section 4) was chosen and 25% fully agreed that communication services,
as the most appropriate method for collecting detailed considering the price and availability of broadband,
Economic Science for Rural Development No. 32, 2013 39
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The regional innovation
ecosystemis successful in
achieving its objectives

Suitable incubator space /
business premises are
available at affordable prices

There are adequate financial
incentives/supports for new
business start ups

Adequate business training
supports are in place for
start ups

Banking and venture capital

for business is operating to a

satisfactory level |
&RQQHFWLYLW\ L

broadband price and
availability is to an

The region has a good
entrepreneurship/innovation
environment

0% 10% 20%  30%

M Strongly agree H Agree - Disagree

Source: authors’ construction based on the data of interview s

Fig. 1. Assessment of business innovation and the business environm

were adequate, thus, acknowledging this as the region’s
strongest aspect of those assessed. In general, 83%
of the experts agreed or fully agreed that business
training support for new entrepreneurs was adequate
(8% disagreed and another 8% fully disagreed with
this statement). However, the experts had the opposite

4

0% 50% 60% 70% 80% 90% 100%
= Strongly disagree Don't know
ent in Riga

only 42% assessed this factor as good or excellent, while
58% thought it to be average or poor.
Answering the question on Riga’'s attractiveness,
experts highlighted several problems hindering the
DWWUDFWLRQ RI KLJKO\ TXDOL{HG KXPDQ FDSL'
and Latvia as a whole, although Riga received a rather

RSLQLRQ UHJDUGLQJ ¢QDQFLDO VXSS R U WpbBitive @bz der@paretikvBhiiite Quérdisiiuation in the

— 83% thought that it was inadequate and only 17%
WKRXJKW LW WR EH VXI(FLHQW
the availability of banking services and venture capital
for businesses was ambiguous. The experts pointed out

those banking services that are more readily available

than venture capital.

In order to determine the attractiveness of Riga as a
SODFH RI HPSOR\PHQW DQG UHVLGHQFH
human capital, experts were asked to assess transport
and accessibility, education and research opportunities as
well as culture and entertainment options. The experts
described protection and personal safety, opportunities
for families, living costs, quality of life, and environment.

Of the given factors that affect the attractiveness of Riga

FRXQWU\ ,QVXI¢(FLHQW VRFLDO JXDUDQWHHV UH

7KH H[ SodedvhgBods snd kbW yuBlit @\Weakhl care were stated

as the weak points.
“Education and research opportunities are good but
there is no information about it in the mass media/
society. Foreigners cannot understand the price of local
public transportation, nor which public transport goes
WRelk. BdciakgOdraieeb &d pobr'G (Business sector).
Riga is highlighted as the country’s cultural, education
DQG VFLHQWL¢,¢F FHQWUH ZKLFK KDV UHODWLYHO\
IRU DWWUDFWLQJ KLJKO\ TXDOL{HG KXPDQ FDSL
described as a city of culture in the European context.
Established infrastructure, higher salaries and more

FKDQFHV IRU ¢QGLQJ ZRUN DUH WKH IDFWRUV VWD

DV D SODFH LI HPSOR\PHQW DQG UHVLG H Q& RigaRit c6nphHsON vilitk. Bti@ L rediods of the country.

human capital only the culture and entertainment options
can be considered as a clear strong-point — 25% of the
experts assessed this factor as excellent, 67% thought
it good, and 8% viewed it as average. Other strong-
points include transport and accessibility (half of the
experts rated it as good and the other half — as average),
protection and personal safety as well as quality of life
and environment which were rated similarly (58% - good,
42% - average). Opinions differ regarding opportunities
for families and living costs. However, education and
research opportunities may be considered a weak spot —

40

However, Pieriga (Riga surrounding, further in the text

3LHULJD LV D VLIQL,;FDQW WKUHDW WR 5LJDYV VYV
“Manyinhabitantsmoveto Pierigawhere kindergartens

and other facilities are available. Salaries are higher in

Riga compared with other regions in Latvia, which makes

LW PRUH DWWUDFWLYH ,W LV DOVR HDVLHU WR ¢

if one wants to. There is too little information on the

opportunities for families and there is also an imbalance

between the level of costs of living and other expenses.

For example, education should be made available for a

lower price so that the education level of society could
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be capitalised upon to achieve a better earning capacity”
(Policy-maker).

The experts assessed new employment opportunities
IRU KLJKO\ TXDOL{¢HG DQG WDOHQWHG
government and state administration, education/

and can be improved, especially because the part of
WKH UHVHDUFK UHVXOWY ZDV DOVR SUHVHC
'"HYHORSPHQW 'HSDUWPHQW RI 5LJD &LW\ &R

LQIGHYUBXBOVFKQFRMX&IUPHG WKDW KXPDQ FI
tremendous impact oninnovation ecosystem development

VFLHQWL¢(F LQVWLWXWLRQV DV ZHOO DV ard tiR WBre pasgQhBities XarontinQdreéearcd @ndhis

enterprises. In total, 92% of the experts were of the
opinion that new employment opportunities for highly
TXDOL,;HG DQG WDOHQWHG
available in multinational enterprises (

frequently — 42%,

. ) 1.
occasionally — 50%) and local enterprises frequently —
17%, occasionally — 75%), rather than in education/
VFLHQWL ¢ F L Q ¥atuenX WahdRa@dasionally —50%, )

rarely —50%)andthegovernmentandstate administration
(occasionally — 17%, rarely — 67%). Overall the expert
assessment shows that new employment opportunities

IRU KLIJKO\ TXDOL;HG DQG WDOHQWHG LQG

relatively rarely.

5HJDUGLQJ WKH DWWUDFWLRQ RI
capital to Riga as a place of employment and residence,
the experts assessed the possibilities to obtain visas
or work permits, language skills (how an immigrant
will be able to learn the local languages), support and
physical considerations, quality of employment, salary
and working conditions as well as future career prospects
as the strengths and weaknesses of the region. The
expert assessment shows that there are no factors that
can be considered clear strengths or weaknesses of the
region. Relative strengths are physical considerations
(strong - 75%) and language skills ( strong — 67%),
whereas relative weaknesses are salary and working
conditions ( weak — 58%), support and quality of
employment ( weak and very weak — 50%), and the
possibility to easily obtain a visa or work permit (50%
of those who rated this factor rated it as weak or very
weak ). The rating of future career prospects was the
most ambiguous — 50% thought it to be a strength and
50% - a weakness.

3.

Conclusions, proposals, 8.
recommendations

Summarising results of the study, the authors
concluded that human capital was one of the most 9.
important components of the innovation ecosystem. It

topic.
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CHANCES FOR THE DEVELOPMENT OF
MULTIAPARTMENT DWELLING HOUSES’ POLICY IN LATVIA

Baiba Plavina *, Mg.oec.; Ineta Geipele , Dr.oec.
Riga Technical university

Abstract.  Over the past 20 years, there have been a number of considerable aspects in the housing policy of

Latvia that affect the development of housing policy in general. In 1995, WKH /DZ P@vatisation of State and

/IRFDO *RYHUQPHQW 5HVLGHQWLDO +RXVHV" ZDV DGRSWHNGDWIFFRUBGRQ J%WBHW K HR & HDW/Y
exactly 20 753 multi-storey apartment houses owned by the state or local government or 53% of the total number

of multi-storey residential houses in Latvia were placed under the pr ivatisation process. It should be highlighted

that only 20% of the apartment house owners have taken over the h ouse in their possession, while 95% of the
DSDUWPHQWY DUH SULYDWLVHG 'DWDEDVH RI WKH &HQWUDO 6WDWLVWLFDO %XUHDX
The aim of the presented study is a systematic evaluation of the information on dwelling houses’ policy development

trends in Latvia from 1995 and regeneration of the national industr y in the period after the crisis.

The novelty of the study is the assessment of a three-level model for housing management an d maintenance in

Latvia, which considers the location of houses in the respective area, a nd full privatisation process of a house consistent

ZLWK WKH SURYLVLRQV ODLG LQ WKH /DZ 32Q 3 U L*RD\MIUNQIPWM IQRAQ 5RHIVE VS Bl @Y W LEDQOG +/RE\DHDV ~
Results of the research are going to become the basis for sustainable developm ent of Latvia dwelling houses policy.

Keywords:  cities, regions, housing policy, multi-storey apartment building, sustainable development.

JEL code: D23, E65, K11, 018, P14, P26, R38.

Introduction Tasks for the research: an analytical analysis of legal
When Latvia regained its independence in the 1990s, documents since 1995 and implementation of dwelling
the new government had to think of a new perspective for KRXVHV SROLF\ FRQFHSW GH¢{QHG LQ DQ
the development of the state housing policy. The transition of trends and problems of dwelling houses policy
from centralised planning of the national economy development.
to the developed market economy of the democratic The quality methods used in the research: sociological
country had to be carried out simultaneously requiring observation of experts, research discussion, and content
the solution to the problems encountered in 50 years of analysis.

WKH H[LVWLQJ UHJLPH LQ WKH ¢HOG RI KRXVLQJ ,Q WKH PLGGOH
of 1990s ca. 69% of the country population lived in the Research results and discussion

cities of Latvia, thus, resulting in a continuous housing The development of national housing policy began in

shortage. In particular, t.his shortage was felt in Riga, 1996 with the preparation of the Latvian National Report
where 1/3 of the population had settled. Overpopulation on the Implementation of the National Action Plan for

facilitated a rapid deterioration of the housing fund - the WKH 8QLWHG 1DWLRQV &RQIHUHQFH RQ +XPDQ
number of worn-out buildings and buildings in critical Habitat 11 (1996). On 30 July 1996 WKH &DELQHW DGRSW|
condition amounted to 11.5% of the total number of 37KH +RXVLQJ 3ROLF\ &RQFHSW’' ZKLFK ZDV GH
residential houses in the country, while the percentage the Ministry of Environmental Protection and Regional

of houses being in the possession of local municipalities '"HYHORSPHQW &DELQHW 3URWRFRO 1R

reached 12.3%  &DELQHW 3URWRFRO 1RIn Housing Policy Concept ZDV GH¢QHG DV D UHJXODW
1995 WKH JRYHUQPHQW SDVVHErivligadon DZ £2Q ok for housing policy, which prescribes goals,

RI WKH 6WDWH DQG /RFDO *RYHUQPHQW 28R # G+ Rifld Foljechibid- &t the housing policy
aimed to develop the real estate market and facilitate the development.

development of residential house facility management, Housing development SULRULWLHY LGHQWL¢HG L
thus, protecting interests of the population. According to were the followin

WKH GDWD RI WKH &HQWUDO GWDWLVWLFPOS(C){E%IL‘EH]&%% of the H%Bl(sﬂavdevelopment is to
storey apartment houses owned by the state or local provide opportunity for every person to participate
government, as at 2010, or 53% of the total number of in the housing selection and development process, in
residential houses in Latvia (three and more apartment accordance with the existing living level and housing
houses) were placed under the privatisation process. standard, at the same time building and ensuring

The aim of the research within the cycle phase is SURYLVLRQ RI VRFLDO VRFLDO EHQH{W D
a systematic evaluation of the information on dwelling low-income  or  socially-disadvantaged  families

houses’ policy development trends in Latvia from 1995 (persons);
and regeneration of the national industry in the period 2. The aim of changing structural properties of the
after the crisis. housing fund is to facilitate:

* &RUUHVSRQGLQJ DXWKRU 7HO ID[
E-mail address:  baiba.plavina@rtu.lv
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1) the increase in the proportion of the detached and
other types of low-rise residential buildings of the
housing fund;

2) the increase in the proportion of owner-occupied
apartments in the multi-apartment
KRXVLQJ
Protocol No. 39, 1996).

in the number of low-income families which currently
UHDFKHVY DOUHDG\
housing-related payments have incurred that, in turn,
leads to failure to properly maintain and ensure provision
R

&DELQHW 3URWRFRO 1R

FRQVWUXFWLRQ SURMHFWYV LQ WKH UHJLRQV"~ &DEI
No. 564, 2010).
Tasks to be solved:
1) WR IDFLOLWDWH HI{(FLHQW XVH Rl H[LVWLC
residential (including progressive management, renovation and
IXQG GXH WR WKH SULYDWLYV Dnddemigation);&DELQHW
2) to create conditions for diverse housing supply to
"HWHUPLQLQJ 37KH +RXVLQJ 3ROLF\ &R Q F h&rgdse theDavadsgibMitykofdiverse types of housing
VDPH SUREOHPVY DUH VWLOO UHIHUUHG WR JoXgdpWaiongrdups wighrdiffétémMitome levels;
3) WR LPSOHPHQW HI¢FLHQWO\ D FRPSUHKI
WKH GLI¢FXOWLHV ZL \AsKistdrit@QWstdnQrGthR MoksHd) sector by sharing
obligations and responsibility among the state, local
governments, and individuals themselves;
IDFLOLW\ PDQDJIJHPHQW VHUYLFHV RI 4W KdHestalitish\alLs@sieni XoQ@onitoring the quality of
new housing;
5 WR LQWURGXFH ¢(QDQFLDO DVVLVWDQFH LQVYV

The following objectives of the housing policy concept
were determined in this paper:

1) balanced polycentric development of the network
of settlements by putting an emphasis on the
GHYHORSPHQW RI PHGLXP VL]H
related remote rural regions, particularly, ensuring
implementation of such measures that form the basis
of sustainable development of these settlements and
rural territories;

2) ensuring an opportunity for each individual to access
housing, according to the market relations set in the
housing sector and in accordance with the existing
level of living and housing standard,;

3) activation of the construction industry emphasising
renovation of the existing housing fund and
modernisation, increasing the proportion of the
resource-saving constructions and technology
application, and increasing the proportion of saving
in energy production and use;

4) humanisation of the city and village environment in
/IDWYLD &DELQHW 3URWRFRO 1R

To ensure the implementation of this objective, the

&DELQHW DSSURMdising VD&velopment Lending

Program” on 13 June 2000 providing the credit granting

system and the developing a mechanism for housing

reconstruction, renovation, repair, construction,
purchase, and ensuring provision of long-term credits.

To facilitate the implementation the afore-mentioned

objective, the Ministry of Economics was requested

to develop the support programme for promotion of

renovation of multi-apartment buildings for 2007 - 2010,

ZKLFK ZDV DSSURYHG E\ WKH &DELQHW

30 June 2008. The programme was developed in

accordance with the guidelines provided in the National

Development Plan for 2007-2013, which, regarding the

housing policy situation and solutions, states that:
37KH JDS EHWZHHQ WKH DYHUDJH

population and the relatively high charges for housing

hinders effective maintenance and renewal of the

existing housing fund. At the same time, it creates the

preconditions for segregation, as the higher-income

W R Z Q X ne\DIagWG

LQHASPIWQRWIMRIQH ZK\ WKH VL]H RI

PDNLQJ KRXVLQJ PRUH DYDLODEOH WR VSHFL,
groups (for instance, families with children, young
VSHFLDOLVWY &DELQHW 5HJXODWLRQV 1R
thWg Kalb “On Administration of Residential
Houses” was developed and became effective as of
1 January 2010 to ensure completion of the set tasks
With the entry into force of the Law on Administration
of Residential Houses, the main purpose of this Law is as
follows:
1) to ensure the exploitation and maintenance of the
residential houses;
2) topromote improvement of residential houses during
the whole exploitation time thereof;
3) to ensure the continuity of the administration process
for every residential house;
4) to preserve and develop the aesthetic values of
residential houses as environmental objects;
5) to prevent risks related with the public safety and
the environmental safety during the exploitation of
residential houses; and
6) toimprove WKH TXDOL{FDWLRQYV iRl KH SHUVRQV
in the administration of residential houses.
Two important concepts, which are determined by the
/IDZ 32Q $GPLQLVWUDWLRQ RI BHVLGHQWLDO +RXVl
WKH ¢HOG RI KRXVLQJ DQG IDFLOLW\ PDQDJHPHQW
1) administration of a residential house, if the total
area of an apartment house exceeds 1500 square
metres, can be performed by the person who has
the required vocational education;
2) anappointed residential house administrator shall be
2 U GppointédRby the lo&al government.
In accordance with the Law, residential house
administrator ~ shall be required for the houses if the
total area of the house exceeds 1500 square metres.
1RQH RI WKH H[SODQDWRU\ GRFXPHQWYV SURYLGH
VTXDUH PHW
taken as the basis of this requirement. According to the
YDOXHV PHDVXUHG E\ WKH &HQWUDO 6WDWLVWLFI
number of residential houses is the value to be measured
EXW QRW WKH SURSRUWLRQ RI UHVLGHQWLDO KRX

KRXVHKROGY FKRRVH WR PRYH WR KLJKH [dcétid@ [FdUowiKdRiKfdring Jriformation, it can be

&DELQHW 5HIJXODWLRQV 1R
Taking into account the diverse purchasing, it is
necessary to provide a range of choices for the housing
supply, for instance, development of the rent sector,
including development of the social rent sector, public
funds co-operation in construction projects, promotion of
public and private partnership projects as well as new

44

assumed that the largest number of houses with the total
area of less than 1500 square metres is located in the
regions, especially in villages and small towns. Therefore,
it can be concluded that the law does not require house
administrator’s competence for the house the total area
of which does not exceed 1500 square metres if it is
managed by apartment owners themselves.
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With regard to the afore-mentioned, it must be

account the circumstances and the related information

FRQFOXGHG WKDW WKHUH LV D FRQALFW Lr€yavdiKgHtheRsBuatiRiz in QedidektidXbusiBgQn Latvia,

increase in the proportion of low-rise residential buildings
of the housing fund was set as one of its priorities in
the housing policy concept developed in 1996. However,
the new law determines that the house administration
competence is not required for this type houses.
The guidelines of the new law on residential house

in general, it has not been compiled and evaluated in
VXI¢FLHQW GHWDLO EXW LQVWHDG

In rural areas or villages, where residential houses
have not even had the administrator or this management
KDV EHHQ LQVXI¢FLHQW DQG RI

PDQDJHPHQW GLG QRW WDNH LQWR DF F Rr¥o@dire \WatvDxdVasbPert®ils thét LilieFresidential house

3-level model of house administration has developed in
Latvia: large cities, towns and villages, and rural areas.

The legislator in the new residential
administration law has introduced a new concept -
appointed administrator
the concept of appointed administrator was to be the
mediator, primarily, in the situations where residential
house owners could not agree upon a common decision
regarding the proper maintenance of the joint property,
in order to avoid causing of threats to the society and
GDPDJH WR WKH HQYLURQPHQW
$GPLQLVWUDWLRQ RI
of the appointed administrator in the local government
of the respective territory may be initiated by any person
(including tenants) whose rights have been infringed by
this Law or any institution in the competence of which is
WKH VXSHUYLVLRQ RI WKH
the regulatory enactments regulating the administration
of residential houses.

Local government in performing the functions and

house

.Themain objective ofintroducing

administrator does not perform the duties assigned to
him and who is the person who supervises the activities

Rl WKH DSSRLQWHG DGPLQLVWUDWRU

&RXQFLO UHTXLUHV WR DSSRLQW
house and ensure provision of the necessary services
if not all of the apartments are sold in the newly built
residential house and the house needs heating in
winter.

The issues related with the housing policy are
addressed differently in the regions of Latvia. There

3 XUV XD#eNreyibRs Whete redidentidlQhouse management is
S5HVLGHQWLDO +R X yeifofmedVhy Hthd® S@ripanigsV had (pkbvide not only

the management and maintenance services but also
some of the utility services. There are also situations
when this type of service (house administration and
facility management) in the remote villages is carried

other services.
Evaluating different documents, which have been
developed since 1996, and which refer to the development

REVHUYLQJ WKH SURFHGXUHV VSHFL¢{HG LoQthe/housing ibEcy K Datvi®) itGnxis/bBe concluded that

to appoint an assigned residential house administrator, if:

1) the residential house owner does not perform
the mandatory administrative activities or has
not assigned the performance thereof to the
administrator, and it has resulted in threats to human
life, health, safety, property, or the environment
(hereinafter — threats);

2) the residential house administration is performed in
such a way that causes threats
House Management, 2010).

(Law on Residential

ERWK

ORZ TXDOLW\

FRQVLGHULC
LQ 5LJD RU LQ GH¢QLWH FLWLHV RU UHJLRQV

DQ DGPLQL

&DELQHW 5HIJXODWLRQV RQ WKH 1DWLRQDO 'HY

Latvia for 2007-2013 adopted in 2006 and 2013 serve as

the basis for housing policy development. The documents
developed during these years include a statement and
the conclusion that residential house tenants and owners
KDYH QRW VXI{FLHQW LQFRPH WR
According to the authors, the legislators have not
solved any of the following most important causes and
reasons:

&RPSHWHQFH RI WKH DSSRLQWHG D G P LI Lansulihd vf ’he provision of continuous service to

— the appointed administrator has a duty to prevent,
within the time period indicated by the local
government, the existing or potential threats to the
residential house;

— the appointed administrator does not have the right
to lodge new tenants or lessees to enter into rent and
lease agreements regarding the use of premises;

— the appointed administrator is eligible to request the
tenants and lessees of the premises of the residential
house to cover the mandatory expenditure;

— activities of the appointed administrator are

apartment owners who have received the service and
have made a payment, while some other apartment
owner has not paid for the received service due to
certain reasons;

2) there is no procedure determining who and to what
H[WHQW KDV WR FRPSHQVDWH
apartment owner is declared to be insolvent person
or the like and is not able to make payment for the
received services.

The legislation prescribes that the apartment property
consists of a separate property — principal property

VXSHUYLVHG E\ D VSHFLDO VXSHUYLYV a@@JoiRt|grépel@yOwhicd & ¢dsidered to be auxiliary

Residential House Management, 2010).

During the meetings of different government and
association expert working groups, it can be concluded
that within these three years the parties involved in
development of the residential house administration
concept have failed to implement the objective of the
law — appoint the appointed administrator for a particular
apartment house in order to ensure that residential house
owners are more capable to make decisions regarding
their house facility management and administration.
According to the authors, the legislator had not taken into
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SURSHUW\ &LYLO /DZ 3DUW
apartment owner alone can make a decision regarding
the residential property space, while the decision
regarding the maintenance of the shares of co-ownership
should be made jointly and democratically - 50 + 1
vote of all of the residential house owners. This way of
implementation of the housing policy during 18 years has
not shown successful results, because it is not possible
for the owners who are from different social classes,
with different income levels, values, goals etc., to make
decision in a democratic way.

SD\ IRU KRX

(QDQFLDO

7KLV PHDQ
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Conclusions, proposals, basis for policy-making. Nineteen years have passed and

recommendations

come to the following conclusions.

1.
QRW LPSOHPHQWHG &RQVHTXHQWO\ L0 PBGOIEPATENeRs Aseopners have taken over
WKDW FXUUHQWO\ WKHUH DUH QR MEJRBUN By @OStrssipp: Bepldes, in 2013 paying
housing policy guidelines in Latvia. for the received services is still a problem for residential
2. An increase in the proportion of low-rise residential K R-X VH RZQ HUV OLNH LQ ) W ZRXOG EH EHQH(¢
buildings of the housing fund was set as one of Latvia and facilitate Fhe development.of Latv.la.n economy
priorities in the housing policy concept of 1996, asa whole to com.plle gnd evalt.Jate.ln deta|'l mformauqn
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Abstract.

The economic recession has affected many sectors including food industry.
level of risk not only for suppliers, especially for farmers, but fo
JRDO RI WKH SDSHU LV WR DVVHVV WKH HFRQRPLF
YDOXH WR IRRG SURGXFWV LQ WKH &]J]HFK 5HSXEOLF
counterfactual analysis. Propensity score matching (PSM) based on Mahalan

score calipers (no matches outside calipers) is used to match supported and non-su

It has increased the
r the whole agribusiness and rural regions. The
¢ QD BFRLWW AV DHURW W LIRYIJ LW HY @&/ @ H
) URIPZ D WPKIHW KIRIGZ R O R/ ADUWOH SERLVQHAG R
obis distance within propensity
pported companies.

7KH ¢QDQFLDO UDWLR LQGLFDWRUV HYDOXDWH WK HNVKH HFQDVWO \R/IL W X\VSKSRRA W K B MWV X\OKWV VRS S

businesses consolidate their economic position to a certain extent. The investme
DV WKH GHFUHDVH +Q SURWDEDODWU LR WKKH SHDUMR R |
ncreases labour productivity.

the upcoming programmer

LPSDFW RQ ¢QDQFLDO VWDELOLW\

project participants as compared to non-participants. The investment support also i
The investment support of the adding value to food products should continue in

period 2014-2020.
Key words:
JEL code: Q18, L66

Introduction

The food sector belongs among the key branches
Rl PDQXIDFWXULQJ
as in the EU. The branch ensures good nutrition
of population with the production and sales of
healthy, quality and mostly also price accessible
foodstuffs.

Because of the importance of the food sector in the

LQ WKH &]JHFK

food industry, economic indicators, investment support

Research results and discussion
1. Fundamental characteristics

of product groups, some of which are directly connected
with agriculture. Other productions represent higher
stages of processing of agrarian commodities.

Economic situation of the individual branches or their
JURXSV LQ

&HFK 5HSXEOLF DQG WKH QHHG WR LQFUtédceigtsl ftowid \salesd of | &d MEdAuEtS and services, is

and competitiveness, a conception of this branch was
prepared for the period after the country’s accession
to EU, i.e. from 2004 to 2013, by the Ministry of
Agriculture in co-operation with the Institute of
Agricultural Economics and Information, and other
institutions and experts. Now a new strategy for
JURZWK LV EHLQJ SUHSDUHG

illustrated in Figure 1.
Figure 2 presents a comparison of the development of
the basic production indicators in the manufacture of food
SURGXFWV &= + 13%$&(
&=+ 1$&(
the period 2005 — 2011. The comparison shows that the

7KH &]H Fdfisi$ ReRd@ wasHe WeRr 2008 Yor MI and the year 2011

FKDUDFWHUL]JHG DV D SHUVSHFWLYH LQGKRWEY¥ ZLINK (D UDQ® W& E YHH 0% & (

VLIQL¢{;FDQW SRWHQWLDO IRU
and Mejstrikova (2012) evaluated the support provided
from Rural Development Programme (RDP) of the

&]HFK 5HSXEOLF ZKLFK LV FRPLQJ RXW

Strategic Rural Development Plan.
The goal of the paper is to assess the economic
effects of investment support targeting at adding value

IXUWKHU GRXMARBFBQWQ @HJHUHUD

problems of competitiveness and the performance of the
&IHFK IRRG LQGXVWU\
irutRePfravidequvdrk oDt LdRn@eBtO manufacturing sector
and market as well as from the point of view of the
relations in foreign trade, which means in the context
of the European and world market. They conclude that

WR IRRG SURGXFWV LQ WKH &]JHFK 5HSXE Gecter compettiveigssHs DoDiO & critical situation.

attempts to answer the following research question:
$UH WKHUH DQ\
of the supported companies in comparison to the
companies without public investment support? The
results are based on counterfactual analysis and identify
the main impacts on the food industry using economic
indicators.

* &RUUHVSRQGLQJ DXWKRU 7HO
E-mail address PH]JHUD MRVHI#X]HL F]

48

GLIITHUHQFHV LQ

However, the sector competitiveness assessed by the

¢ Q D (PRLID DQ GHH[UDPREP DRIFHLIQ WUDGH LV

because of the coming stagnation. According to their
SWOT analysis, the problem is that the opportunities of
the sector are not fully utilised. Food producers are facing
the basic problems in the output sphere mainly in the
domestic market.
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confectioners an products 3.5 % airy pro'J ucts
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Fig. 1. Shares of the individual branches in receipts from sales of o wn products and services in 2011
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Fig. 2. Development of main production indicators in the period 2005 — 2011

$V &HFKXUD VWDWHY  WKHF ROMAKIGEDARID VLIQL;FDQWO\ WR WKH GHYHORS
HI¢FLHQF\ LQ WKH IRRG SURFHVVLQJ LQGIKVh ahalgsed p@rrRdV Howdve€),JtHe distribution of
VLIQL{¢FDQWON ZLWKLQ WKH SHULRG [|Ué&hknical chaMyek suggests that the gap between the

The common feature of all analysed branches (food best and the worst food processing companies increased

processing industry total, slaughtering, dairy, milling, within the analysed period. On the other hand, he

feedstuffs, and beverages) of the food processing concludes that TFP (Total Factor Productivity) in the food

industry is that the technological change did not SURFHVVLQJ LQGXVWU\ VLIQL{FDQWO\ LQFUH!
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Fig. 3. Chosen economic indicators of competitiveness in the period 2005 - 2011
analysed period. The technological change is an important that were not supported by RDP in the same period.
factor determining the TFP increase. Nevertheless, the Because accounting data are available with the lag of
improvement in production possibilities has been more t-2, it is possible to use data only for the period 2007 -
due to the diffusion of knowledge generated in another &RPSOHWH DFFRXQWLQJ GDWD LQ DQG
part of the economy, or imported from abroad, than to DYDLODEOH RQO\ IRU FRPSDQLHV VR LW LV WK
the sector’'s own research and development. set of supported subjects for counterfactual analysis
ODEHOOHG DV 3SDUWLFLSDQWV’ 2Q WKH RSS

2. Economic characteristics 313 enterprises from food and beverage industry

The comparison of the labour productivity trend of without investment support from RDP between 2007
&=+ 1%&( DQG &= + 1$&( LQGXVWU\ Lnd\W2RH snd Witk @vailable full accounting data in
2005 — 2011 with the entire manufacturing sector total ERWK \HDUV DUH LGHQWL¢{HG JURP WKLV JURKX:
is presented in Figure 3. Labour productivity is measured participants it is necessary to select companies with
using a book value added in current prices and the gross similar characteristics as supported companies. The
operating surplus. The labour productivity from the book FKDUDFWHULVWLFV VKDOO H[SUHVV FRPSDQ\ VL

YDOXH DGGHG JUHZ PRUH UDSLGO\ LQ &capital lepdovmentDaQads capital structure in the base
PDQXIDFWXULQJ VHFWRU 0, WKDQ LQ &= yeal 37 (i.e. befoire LpablicUntervention). In addition,

trend is obvious when using gross operating surplus as selected variables do not correlate with each other
an indicator. B3HDUVRQ FRUUHODWLRQ FRHI¢FLHQWY GLG QRW H
$V OHMVWULNRYD OH]JHUD DQG 30DVL Collowing &Ri@dFeOind@atioB for matching participants
one of the important factors for the next development of and non-participants, the authors selected:
this industry and its competitiveness will be the length of — WRWDO DVVHWYV 7$ DV DQ LQGLFDWRU RI FRPS
WKH HFRQRPLF UHFHVVLRQ ERWK LQ WK H- &HebFiiticd(BR)XEad indicdD @& capital structure;
mainly in the countries targeting crucial part of export. — VKDUH RI FXUUHQW DVVHWY WR WRWDO DVVHWYV
indicator of asset structure;
3. Effects of investment support from RDP — share of bank loans to total liabilities (BL_TL) as an
The chapter focuses on the economic effect of indicator of using structure of liabilities;
investment support targeting at adding value to food — FXUUHQW UDWLR &5 DV D PHDVXUH RI FRPSDQ\
SURGXFWV LQ WKH &]HFK 5HSXEOLF )UR+P DVEKBWHK RG FEHRBIUHFBIAOWLRQ DQG DPRUWL]DWLRQ W
point of view, the solution is based on counterfactual (DEP_TA).
DQDO\WLY DQG LGHQWL¢HV WKH PDLQ HIIB&ymatchirgpropedure is \Wedeo create treatment-
industry using economic indicators. control matches based on propensity scores and/or
The data on investment projects within the RDP observed covariate variables. Propensity score matching
PHDVXUH , 3$GGLQJ YDOXH WR DJU L KBSOIWoonshuots rQsGtistRat Gomparison group that
SURGXFWV' DUH REWDLQHG IURP WKH O0Li®hbagat on armodel GfL_trexmmohekilisyHof participating
(MoA). We linked the MoA database with information in the treatment, using observed characteristics
from the database Soliditet - Albertina, which (Khandker et al., 2010). Mahalanobis distance within

FRQWDLQV GDWD IURP (QDQFLDO VWD W PGPty scor ralipere @o matghas outside calipers)
LQ WKH &5 DV ZHOO DV DQ RYHUYLH Z isrhosennHhisriresas @ distance calculation method

headquarters, industry, number of employees, and total %R]LN DQG

turnover. After creating a group of participants (110 supported
For the counterfactual analysis, it is necessary to have companies) and non-participants (110 not supported

one sample of supported enterprises and another sample companies), the next step is to make counterfactual

of enterprises with similar structural characteristics analysis, i.e. to make impact evaluation of investment

50 Economic Science for Rural Development No. 32, 2013

ISSN 1691-3078



J. Mezera et al. Czech Food Processing Industry in The Period of Uncertainty About
The Support from Rural De velopment Programme

50

40

30
I

Percent

20

10

1 | == [

© T T T T T
0 20 40 60 80 100

Share of investment expenditures on total assets (%)

Source: author’s construction

Fig. 4. Relative importance of investment expenditures in the supported enterprises

,QGLFDWRUV Rl SUR,{WDELOLW\ ODERXU WURIGKEWQFLW\ DQ(-;abIIZeRlv
Mean (participants) Mean (non-participants)
Indicator Units N =110 N =110
2007 2010 Index 2007 2010 Index

ROA % 6.79 5.23 0.77 4.56 2.98 0.65
52&( % 13.31 8.72 0.66 |11.54 6.34 0.55
ROE % 11.85 6.36 0.54 7.71 4.00 0.52
ROS % 3.09 2.60 0.84 1.99 1.50 0.76
Value Added per Total Assets % 1.80 30.03 0/94 30.p9 27.74 0.92

Value Added per Firm . &=. | 28835 |36 285 1.26 18460 18788 1.02
6WDIlI &RVWYV SHU )LUP 16 59& 319 131 1.15 13061 13622 1.04
9DOXH $GGHG SHU 6WDII &RVWV 1.74 [&=1.90 1.09 1.41 1.38 0.98
Fixed Assets per Firm . &=. 39751 |52023 1.31 33548 32796 0.98
Share of Fixed Assets per Total Assets % 4256 47|37 111  43.1p 42.74 0.99
Depreciation per Firm . &=. 4384 5454 1.24 3241 3832 1.18
Depreciation per Total Assets % 451 5.32 1/18 426 4.84 1.p02
6DOHV RI BURGXFWLRQ SHU &RVW RI 6DDH\X.19 1.22 &=1.02 1.16 1.18 1.01
7TRWDO 5HYHQXHV SHU 7TRWDO &RVWV 1.03 1.82=.| 1.00 1.02 1.01 1.00
1RWH 191 &=. =.

Source: author’s calculations

and investment support in biogas energy. First, it is SUR;WDELOLW\ YDOXH DGGHG DQG SURGXFWL"

necessary to select the relevant indicators. In order as suitable for counterfactual analysis.

to make a complex impact evaluation mainly based A) ,QGLFDWRUV RI SUR¢{WDELOLW\

RQ ¢QDQFLDO VWDWHPHQWYVY WKH [ROORZtQ Retir@)@ AEB(RQAY = EBIT/Total Assets;
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— BSBHWXUQ RQ &DSLWDO (PSOR\HG
(Equity + Provisions + Long-term payables +
Long-term bank loans);

— Return on Equity (ROE) = EAT/Equity;

— Return on Sales (ROS) = EBIT/(Sales of
Production + Sales of Goods).

B) Value added indicators: Value added = (Sales

5RQFHWYW®LMQJI ODERXU SURGXFWLYLW\ LW LV Q
compare the parallel changes of value added and staff

costs, which can be expressed by an indicator value

added per staff costs. Labour productivity of participants

grew by 9 %, while there was a slight decline in the

group of non-participants in the reporting period.

Therefore, higher labour productivity can be considered

Rl JRRGV * &RVW RQ JRRGV VROG as one 6fxi@ pasitie effects of the investment support
SURGXFWLRQ = &RVW RI VDOHYV by the RDP.
— Value Added per Total Assets; Even if the effects of investment support on

— Value Added per Firm;

— 6WDII &RVWV SHU )LUP

— O9DOXH $GGHG SHU 6WDII &RVWV
&  Other indicators:

—  Fixed Assets per Firm;

— Share of Fixed Assets per Total Assets;

SUR¢{(WDELOLW\ DQG ODERXU SURGXFWLYLW\ DUH Vk
RQ FRVW HI¢FLHQF\ LV QRW REYLRXV 7KHUH LV VI
HITHFW LI FRVW HI(FLHQF\ RI SURGXFWLRQ LV FRQ
of production per cost of sales). When total costs and
WRWDO UHYHQXHY DUH FDOFXODWHG WKH HIIHFW
because of higher depreciation and staff costs in the

— Depreciation per Firm; group of participants. Depreciation and staff costs are not

— Depreciation per Total Assets; included in the sales costs, and their growth eliminates

— ©6DOHV RI BURGXFWLRQ SHU &RVW RHe éfiz@ bf Yigher total revenues.

— 7RWDO 5HYHQXHV SHU 7TRWDO &RVWYV

As shown in Figure 4, about 50% of the participants

have total investment expenditures up to 10% of total
assets. It is obvious that the investments in adding value
to food products are less important investments that can
affect economic results of companies in the food sector.
Table 1 gives information about effects of investment
VXSSRUW RQ SUR/{WDELOLW\ ODERXU

HICFLHQF\ LPSDFW RQ ¢(QDQFLDO VWDELOLW\ EHFDXVH SDL
The effects of investment support also arise from SURMHEWYV KDG VPDOOHU GHFUHDVH RI SUR,

WKH FKDQJH RI ¢[HG DVVHWV DQG GHS% !;rchWaln{é%.dS#Me o&hibd 2007 - 2010. The
(Table 1). The participants increased the mean |evel investment su ort also increases labour productivity.

Rl ¢[HG DVVHWYV E\ ZKLOH QRQ SDLM/g Fljn %r value added than non-

QRW VXEVWDQV_VL,DOO\ FKDQJH WKH YD Sa)&lcpanﬁgdo"T[Hg(p\’arnp"qantg_’n\é/ré/asedthemean level
from 2007 to 2010. This is also evident from the HG DVVHWV PRUH WKDQ QRQ SDUWLFLSDQWYV G

Conclusions
The goal of the paper was to assess the economic
¢cQDQFLDO HITHFWV Rl LQYHVWPHQW VXSSRUW
DGGLQJ YDOXH WR IRRG SURGXFWV LQ WKH &]JHFK !
The results of the analysis show that the supported

Lyesses \/\/CL'V‘ g of position  to

a certain extent. e invest nt Support has a positive

VKDUH Rl ¢([HG DVVHWV LQ WRWDO DVV\MW ELYé—| KﬁDG VLIQLLFDQWO\ KLJKHU G
SDUWLFLSDQWY KDG VLJQL¢{¢FDQWO\ KLJKUH DQIHEILNS'SLIP\WQ%BIQ DO DVVHWYV WKDQ QRQ S
cUP DV ZHOO DV SHU WRWDO DVVHWYV Kz&@ QRQ SDU WLFLSD

did "15?_'0\1/05( oWV L ZDEOH LOGLFDWH KL J " H The |nve|%tment sup pgrt % he adding value to food
Q Q OLiJ.ICtS %Jn Lﬂ’d COI’EII’] n F? oming period 2014-
t

ue
v:/h)e(tﬁesrtﬁe%r:/\\//egtr?leniEugpsc’)rlt)bgtl;leH I;/DP?sTal;g\éte(é(e?tGLQJ ] 820 Br'ﬂy the '?arg eH\s/ . be thf incentive , c
JHQHUDOO\ PRUH SUR¢{WDEOH FRPSDQLH I_k/(?( I%(%FL%‘L O F fYtrI]_DfE:OLW\ RITHQWHUS
SUR(WDEOH FRPSDQLHV WR LPSURYH WK EBE nthﬁ-?W ev:i}:oﬁoerm?nog

'Q WKH SHULRG * WKH LQGLFDWR Eb \(}g%@% Eﬂ?w&; VHFWRU DV D ZRUOG 3OHD!
dropped for both participants and non-participants.

7KH JHQHUDO GHFOLQH RI suR¢WDELofo\WRet'LE’E'{}th‘?:B”Q{?hG E\

systematic global economic recession that affected

most industries worldwide. The positive effect is that a Bibliography
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EVOLUTION OF SOCIAL AND ECONOMIC SITUATION IN POLISH
AGRICULTURE SINCE THE ACCESSION TO THE EUROPEAN UNION

Jakub Piecuch 1, PhD
Institute of Economic and Social Sciences, Agriculture University in Kra kow

Abstract.  Ten years after the accession to the European Union, and despite all th e funding and efforts, which have

EHHQ XQGHUWDNHQ GXULQJ WKH UHFHQW \HD WD V3RO RK VIPIUQ G X0 WIX|HIG LB PV\OLBREQHG IDUF
ORZ HFRQRPLF HI¢FLHQF\

7KH SRVLWLRQ RI DJULFXOWXUH LQ WKLV &HQWUDYL OHIRISH B @ HF RORQ WWV  IS\H KIQSEKHHWIDWD L W

topographic restrictions and over-employment. This situation causes integration pr oblems with the common market.
In the whole country, small-scale and low-tech agriculture still prev ails and suffers from a lack of many natural
resources and lack of investments. The dominant traditional economy is not adapted to the market conditions.

&XUUHQWO\ 3ROLVK VLWXDWLRQ LQ WKH SULPPRQMFBWHRRRPROG HQHW KR OKREOWHLWLFDO GXH
SUREOHPV ZLWK JOREDO ¢(QDQFLDO FULVLV DQG HFRQRRX® VEWIRHEO HPKH LIR WKWK HYBRR VRQAH

Product per capita equals only about 60% of the European average. The m ain goal of Poland’s budget strategy for the

\HDU LV WR UHGXFH WKH JHQHUDO JRYHUQPHQWQGCHGGELWLRHORBRODRIG'S8ODQV WR NHHS S)>
below the constitutional threshold of 55% of GDP in the year 2013. D uring the past years, the population of Poland has

witnessed a spectacular decrease in the contribution of the agricultural se ctor to Poland’s total employment and total

value added of the whole economy. However, despite this, the process of structural changes in Poland’s agricultural

employment exceeds 13% of labour force and value added is close to 3% of GDP.

Key words:  Poland, agriculture, European Union, Structural Funds.
JEL code: F150, 0100, Q10

Introduction Rl 3BRODQG *ORZQ\ 8U]DG 6WDW\VW\F]Q\ DQG 'LUH
The situation in Polish agriculture will be analysed in *HQHUDO IRU $JULFXOWXUH 7KH (85267%$7 DQG

the present article. This country has been a part of the (annual macro-economic database of the European

(XURSHDQ &RPPXQLW\ VLQFH WKH (8 HQCRPHAPHGWAIY WKUHFWRUDWH *HQHUDO IRU (FRC

year 2004; though, even almost one decade later, the Financial Affairs) have also been used for the research

Polish economic situation and the level of development purpose.

is far behind the West European economies. Unprivileged

situation is agriculture is one of the reasons. The primary 1. Situation of agriculture in Poland

sector in Poland is still one of the crucial sectors of After the latest two enlargements in the middle of

HFRQRP\ EXW LWV ODFN RI HI¢FLHQF\ PDMWHKWH WHRARNQ \GME R BW LARQuUM Kover 50% of the

of this sector the top priority for the Polish government. (XURSHDQ &RPPXQLW\ SRSXODWLRQ OLYHV LQ U>
The aim of the research is to present the current 7KLV ¢JXUH XQGHUOLQHV WKH VLJIJQL¢FDQFH RI

situation in Polish agriculture. Accession to the European development and the importance of the aims of the

&RPPXQLW\ DORQJ ZLWK XSWDNLQJ RI WK&ERFPWBRFHIDUULBR®OWEEM 3ROLF\ &%$3 VHW E\ WKH (

and access to the common market have been the most &RPPLVVLRQ ,PSRUWDQFH RI DJULFXOWXUH LQ

important factors which have determined positive even higher than in the Western countries, and despite

changes in the whole Polish economy and, in particular, all changes, which have occurred in Poland during the

in agriculture over the past ten years. The European past two decades, it is still a crucial sector for the Polish

VWUXFWXUDO DLG KDV UHVXOWHG LQ D &cornb@y. ;THhe Qonlributios of FagriciRi@e Rol the total

labour force engaged in the primary sector activities GDP is falling; though, it is still relatively important at

and created new jobs outside agriculture, especially in a an estimated level of 4.0%. The agricultural labour force

service sector. still holds a 13% share of the total employment. This high
JURP WKH SHUVSHFWLYH RI RWKHU &HEWH DY L(Q(AJI]R\&HG(E\ D FHUWDLQ DPRXQW RI XQGH!L

countries, the changes having taken place in Poland and hidden unemployment in rural areas. Nevertheless,

can be very important, since the necessity of structural this essential difference between the GDP contribution

changes lies ahead of them. Any lessons learned from and persons employed in agriculture indicates on a

the mutual experience are crucial for undertaking the YHU\ ORZ ODERXU SURGXFWLYLW\ DQG UHAHFWV W

right decision in the times of crisis. This paper focuses of part-time farming. Due to strong dependence of

on changes on the national level. The research is based 3ROLVK HFRQRP\ RQ DJULFXOWXUH WKH ¢(QDQFI

on the analysis of reports prepared by the European XQGHU WKH &RPPRQ $JULFXOWXUH 3ROLF\ RI WKFE

&RPPLVVLRQ 7KH GDWD WKH DXWKRU DG@BOEPXOLWHUWDZAUKFLDO LQVWUXPHQW VSHHGLQJ
FROOHFWHG RU HVWLPDWHG E\ WKH &H Q@iwespuoturdng/ hevRolisi priiu® sedterF Fhe origins

1 & RUUHV SR QG L QRhobeX ¥R RAB62 43 52,
E-mail: jakub.piecuch@ur.krakow.pl
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Since the Accession to The European U nion
Table 1
Value added by activity in 2000 — 2010 (%)
Agriculture Wholesa!e . Finar.lci.al
. ' Industry, and retail intermediation; Other
hunting and . ) ) ) .
forestry: including Construction trade, repairs; real_estate, se_rv_lt_:es
) energy hotels; renting and activities
¢VKLQJ . .
transport business activities
2000 | 2010 2000 2010 2000 2010 2000 2010 2000 2010 2000| 2010
Poland 5.0 35 240 247 77 7.0 27.8 27.3 18.1 18.1| 18.0 193
Germany 1.3 0.9 p51 23.7 5.2 4.1 18.2 1.2 275 30.5 22.3 23.6
USA 1.2 1.0 |184 15.9 5.0 4.1 20.0 18.0 317 34.2 23.f 26.8
&KLQD 15.1 10.3 (404 39.7 5.6 6.6 8.2 8.5 8.3 10.7 2256 242
Russia 6.4 47 (311 27.3 6.6 55 33.1 30.3 4.6 17.6 188 14.6
Euro area 25 1.7 P22 18.5 5.7 5.9 21.2 20.6 26.3 29.0 2220 24 3
2(&' 2.3 1.8 [22.0 20.6 5.7 5.9 21.4 0.7 27.1 28.6 21 225
EU-27 2.4 1.7 224 1B7 56 6.0 2116 20.9 25.9 28.8 221 239
6RXUFH DXWKRUfV FRQVWUXFWLRQ EDVHG RQ WKH 2(&'3DDEW %RRN
Rl WKH &RPPRQ $JULFXOWXUDO 3ROLF\ Grbaketplachswhidl caude intdgratibrn/pidblems with the
V ZKHQ WKH ¢UVW VL[ OHPEHU 6WDW H Yoo hhakket GSMmalRsdal¥ ladtiGow-tech agricultural
a common market. holdings still prevail in the majority of Polish regions.
With time, the system allowed the European This traditional economy is not adapted to the market
&RPPXQLW\ WR DFKLHYH QRW RQO\ VHOI osxditiohd. HHpWaveE X e xantfiButions of primary,
permanent surpluses of the many farm products. These secondary, and tertiary activities to the total value added
actions had many consequences (high budgetary cost, have changed strongly in Poland over the recent decade
distorted world markets, and lack of acceptance of (Table 1).
FRQVXPHUV 7KH (XURSHDQ &RPPLVVLRQ XQ@BHBHMRRNOVRIMMKH VKDUH RI DJULFXOWXUH
actions such as introduction of the quota on products forestry has sharply decreased in the total value added
DV ZHOO DV D FHLOLQJ RQ WKH (& H[SH @fGheWwnhole ldcon@mywakd. v 2010, Ht Bvas much closer
(XURSHDQ &RPPXQLWLHYV to well developed economies of the European Union than
1H[W FKDQJHV LQ WKH &$3 ZHUH H YtehQeaPsRatér aind dccounted for 3.5%. The share of
reaching. Production limits helped reduce surpluses PDQXIDFWXULQJ KDV LQFUHDVHG RQO\ LQVLJQ
and an accent was put on a shift from price support to the sector of services now account for almost 65% of the
direct support as an income compensation for farmers. total gross value added.
Environmentally-friendly production became an essential A spectacular decrease in the contribution of the
FRQGLWLRQ IRU (¢QDQFLDO VXSSRUW )L Q Bdticdlturdd Vee®toK Hn E tatalL @rgploderR | has been
the 21 st century, the EU adopted a fundamental reform of observed during the past years (Table 2). In 2000, more
WKH &$3 EDVHG DOPRVW HQWLUHO\ RQ 3 Gnd-EB% $0dbQui fodeX \Eag le@pldyad in the primary
IURP D SDUWLFXODU FURS /RSDFLXN : -Xxd&for. QheNdake of employment in agriculture in the
Agriculture not only plays an important role for rural WRWDO HPSOR\PHQW LQ 3RODQG KDV GHFUHDV}
communities’ standard of living but it is also responsible percentage points to 13.4% of labour force by 2011. High
for ties of cooperation between the members of local level of employment is the only one problem connected
communities. As it was mentioned before, the level of with labour force in Poland’s rural areas; the other one is
unemployment rate in Polish regions is also connected hidden unemployment and low farms income, which is a
with the necessity of agricultural restructuring. Regions characteristic attribute of these areas.
located in the Eastern part of Poland, especially In 2010, approximately 1.5 million of agricultural
/IXEHOVNLH 3RGNDUSDFNLH 6ZLHWRNU]\Vididingswark@dorbed N BdtandDTQe35eneral Agricultural
:DUPLQVNR OD]XUVNLH DUH KLJKO\ GHSHQGHYWVRBDDDFM HGL RXWVL Q YHUL{;HG WKH WU
in the primary sector. These regions also belong to the in Polish agriculture. Number of holdings has decreased
group of the less developed areas, both in Poland and VLIQL,;FDQWO\ IURP WKH WLPH RI DFFHVVLRQ
LQ WKH (XURSHDQ 8QLRQ 'LI¢FXOWLHV Rd@ holihgs ab @eRrXadedPly thirel tvan % of the total
had a negative impact on those regions where low level number compared with 2007 (2.4 million in 2007 and
of economic development coexists with the lack of 1.5 million in 2010). All agricultural holdings in Poland
possibility for non-agricultural job creation. occupied little more than 14.4 million hectares (ha) of the
Poland, just like almost all other countries located in utilised agricultural area (UAA). An average physical farm
WKH &HQWUDO DQG (DVWHUQ (XURSH FDWQ]JEHL.QWROOQGHNFRXKBDMGAE G WR KD LQ FRP
as less developed economy with strong dependence on 12 hain 2005), which was less than the average physical
agricultural production. The position of the analysed IDUP VL]H LQ DOO OHPEHU 6WDWHV ,Q P
country is somehow underprivileged due to topographic 55% farms had less than 5 ha land, while approximately
limitations and great distance to the main European 10% had more than 50 ha. In 2007, 56% of the farms in
Economic Science for Rural Development No. 32, 2013 55
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Table 2
Employment by sectors in Poland in year 2000 and 2011
2000 2011 2000 2011
Employees (1000) %
Agriculture, hunting and
IRUHVWU\ ¢VKLQJ 2555.1 2114.0 18.1 13.4
Industry, including energy 3489.7 3782.0 24.7 23.9
Constructions 932.2 1216.4 6.6 7.7
Wholesale and retail trade,
repairs; hotels and restaurants; 3061.1 3753.8 21.6 23.7
transport
Financial intermediation; real
estate, renting and business 958.8 1405.5 6.8 8.9
activities
Other services activities 3147.4 3545.1 22.3 22.4
Total 141443 15816.8 100.0 100.0

6RXUFH DXWKRUfV FRQVWUXFWLRQ EDVHG RQ WKH 2(&'3DDEW %RRN

6RXUFH

DXWKRUJV FRQVWUXFWLRQ EDVHG RQ WKHMHRQXURSHDEFLERFEPLVYV

7HFKQRORJ\ DQG ,QQRYDWLRQ LQ (XURSH (XU REViMpRaN UBIBIF N HOL UeHifoN V

Fig. 1. Gross domestic expenditure on R&D in the new Member States in

this group had more than 100 ha (Rural Development...,
2009).

In 2010, Polish holdings employed approximately
1886 thousand annual work units (AWU). These holdings
had 10.3 million livestock units (LSU), i.e. 3% less
than in 2007. In 2007, amongst all holdings, 20% of
them produced just for their own consumption and less
production was meant for direct sales.

Almost half (42.5%) of the livestock units analysed
in the Polish holdings were cattle. Pigs took the second
position with the share of 35.2%, followed by poultry with
approximately 20% share of the Polish livestock units.
Polish agriculture stands out as having one of the biggest

56

2005-2010, % share of GDP

proportions of pigs and poultry in the total LSU. Polish
holdings also specialise in cereals, sugar beet, and rape.
Poland is the biggest producer of apples in the European

Union — 22.5% of the total production (Eurostat, 2012).

Family labour force in Poland accounts for the
majority of total labour force. Only 23% of sole workers
are women. The major problem of agricultural labour

IRUFH LQ 3RODQG DV ZHOO LQ RWKHU (DVW DQG &H

economies is the age structure. Majority of Polish workers
are of advanced age, just about 23% of them are 55
or more years of age and only 17% of all workers are
younger than 35 years. The population working in the
primary sector has also a very low degree of training and

Economic Science for Rural Development No. 32, 2013
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Table 3
Structural Funds and Cohesion Fund in Poland and selected countries in the Central Europe
during the programming period 2007 — 2013 (million EUR, in pric es of 2004)
Convergence Objective Regional Competitiveness European Total

Member and Employment Objective Territorial
States Cohesion | vergence Phasing- Competitiveness Phasing- Cooperation Min %

Fund 9 out P in Objective EUR °
&HFK 8819 17 064 - 419 - 389 26 692 7.7
Rep.
Latvia 1540 2991 90 4620 1.3
Lithuania 2 305 4470 109 6 885 2.0
Slovenia 1412 2689 104 4 205 1.2
Estonia 1152 2252 52 3 456 1.0
Hungary 8 642 14 248 - - 2031 386 25 307 73
Slovakia 3899 7013 - 449 - 227  1f1 588 3.4
Poland 22176 44 377 - - - 731 7 284 19.4
EU-27 69 578 199 322 13 955 43 556 11 409 8723 347410 100. 0
6RXUFH DXWKRUfV FRQVWUXFWLRQ EDVHG RQ WK® (XUR&SRRVEZRPPERTLF\ +

education level. What is even more important, the Polish
rural areas suffer from the problems of depopulation and
migration. This unfavourable process is currently the
biggest challenge to the central and local governments.

The total organic area in Poland (the fully converted
area and area under conversion) continues to show
an upward trend. The total organic area in 2010 was
about 0.5 million ha compared with 0.16 million ha

&KDQJIJHV XQGHUJRQH LQ WKH ¢ UVYbuen@ryl FD GH2005 W(Kufostat, 2012). Among the arable crops,
KDYH UHVXOWHG LQ D VLIJQL¢{¢FDQW UHG xdrals R drderOfbdadr Xottupied) thel biggest area.

engaged in the primary sector activities and led to
creating of new jobs outside agriculture, especially, in
services (Teichgraber M., 2011). Further spending and
efforts are necessary to maintain this trend in Poland. In
particular, expenditure on research and development is
essential. Unfortunately, Poland’s expenditure on R&D is
almost the smallest of all the countries (Figure 1).

In general, the Member States with the lowest R&D

H[SHQGLWXUHV ZHUH ORFDWHG LQ WKH

Europe. In 2010, R&D expenditure as a percentage of
GDP (R&D intensity) as an average in the EU-27 stood
at 2%, which is 1/3 below the 3% target set for 2010

by the Lisbon strategy and Europe 2020 strategy. The
3% target of R&D intensity will be maintained as one

RI' WKH ¢YH NH\ WDUJHWV RI WKH

The R&D intensity in the EU was below that in most
powerful global economies — Japan, South Korea, or the
United States. Without this type of investments, further
growth and competitiveness is not possible (European
&RPPLVVLRQ

More than half of Poland’s territory can be described
as less favourable area. Agricultural land in mountain and
less favourable areas accounted for 77% of total farming
land. Low effectiveness of production in less favourable
area forces 32% of all farmers to look for another gainful
activity (Rural Development..., 2009).

In 2007, the UAA in Poland accounted for

approximately 50% of the total land area; in addition,

wooded areas on farm holdings accounted for a further
3.8% of the total land area. Arable land made up 76% of

the UAA and permanent grassland - 20%, while the land
for permanent crops accounted for around 2.5% of the
8%$% (XURSHDQ &RPPLVVLRQ

Economic Science for Rural Development No. 32, 2013
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In Poland, these two categories together accounted
for 87.5% of the fully converted area in 2008. In
2010, there were 20.6 thousand organic producers
in Poland. The number of organic producers in the
Iberian country rose by 25% between 2008 and 2010
(Eurostat, 2010).

2. The role of Structural Funds in the
deveRprent Of tReFBlidHPAGMEHItU @

0DQ\ RI SRVLWLYH FKDQJHV LQ 3RODQG DQG
European countries were possible particularly thanks to
WKH (XURSHDQ 6WUXFWXUDO )XQGV 7KH (XUR
aid for less developed regions and agriculture has a
VLIQL,FDQW HIIHFW LQ UHGXFLQJ GLVSDULW

(XU RgeHormanceVadtés® Bibge and in narrowing the gap

in GDP per capita between them and the rest of the
European Union.

The Structural Funds (ERDF, ESF) and the
&RKHVLRQ )XQG KDYH FRQWULEXWHG WR WKL
&RQYHUJHQFH 5HIJLRQDO &RPSHWLWLYHQ
(PSOR\PHQW DQG (XURSHDQ 7HUULWRULDO &F
WKH SHULRG RI (XURSHDQ 2RPPLVVLRQ
As before, regions with a regional GDP below 75%
RI' WKH (8 DYHUDJH DUH HOLJLEOH IRU WKH
REMHFWLYH 7KH PDLQ DLP RI WKH &RQYHUJHQ
to improve growth conditions and factors, which affect
real convergence in less developed regions and all
Member States. The whole Poland is eligible for funding
IURP WKH B6WUXFWXUDO )XQGV XQGHU WKH
objective in the current programming period.
Poland - with GNP per capita less than 90% of the
EU average - is also eligible for resources from the
&RKHVLRQ )XQG
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$JULFXOWXUH DQG )RRG (FRQRP\ LQ 3RODQG

Fig. 2 . Pillar I of the CAP (in 2013) and Pillar Il of the CAP (av

erage yearly 2007 - 2013)

EUR per one hectare

7KH ¢QDQFLDO UHVRXUFHV IRU WKH VWEhHHEIOREMHFWLYHV LQ

Poland are shown in Table 3. In the programming period

The accession of Poland and other countries from

3RODQG EHFDPH WKH PDMRU EHQHuEMDIHFNIWKHDQG (DVWHUQ (XURSH WR WKH (XU
(XURSHDQ &RKHVLRQ 3ROLF\ DQG 6WUXud¥ ¥ WghOstepXdR @¥ rodd W Ketter developed and
WKH &RKHVLRQ )XQG LQ 3URJUDPPLQJ 3ébMpeRi®e economies. Integration with the EU
UHDFKLQJ WKH OHYHO RYHU (85  ELOOR Quaiub RreedthtMRo FestRdiuie\aNd liberalise the

from the Rural Development Programme for 2007-2013

(EUR 13.2 bIn) and Direct Payments (EUR 3.2 bin per
year) with the total value of EUR 307 per one hectare

(Figure 2).

The support in the present programming period is
implemented within four axes (priorities), concerning
the main directions of support for rural and agricultural
development:

— Axis 1: Improvement in the competitiveness of
agricultural and forest sectors;,

— Axis 2: Improvement of natural environment and
rural areas;

economy.
These positive changes are currently less obvious

when one focuses on some disadvantageous aspects

FRQQHFWHG ZLWK WKH JOREDO ¢(¢QDQFLDO FULVL

and East European countries still have huge amount of

unsolved economic and social problems, particularly,

LQ UXUDO DUHDV GXH WR SUREOHPV RI WKH

countries and low internal demand contract possibilities

of positive economic growth and new jobs creation.

Polish agricultural sector, despite the 10 years of the

EU membership, provides work for approximately 13%

of the total employment. The share of the primary

— $[LV  4XDOLW\ RI OLIH LQ UXUDO DU H Rct& GhGofallviititUa¥ded oPiMé Luii&e economy has

of farming;

— Axis 4: Leader - to develop social potential in the
rural areas by encouraging its residents to be
active.

In Poland, the RDP 2007-2013 provides for support
out of public funds in the amount of EUR 17.2 billion,
whereas EUR 13.2 billion come from the EU budget
and the share of national public funding accounts for
approximately EUR 4 billion (Ministry of Agriculture,
2011).

The European structural aid has resulted not only
in reorganisation of the primary sector but also in a

sharply decreased but it still remains relatively large in
comparison with other EU countries. The large part of
agricultural land is located in disadvantaged areas, which
decrease costs of agricultural production. It also suffers
from the structural problems such as small-scale and
low-tech agriculture and the domination of traditional
economy, which is not adapted to the market conditions.
Despite these negative aspects, the primary sector in
Poland is currently much more modern and competitive
as an effect of implementation of the structural
adjustments than it was a decade ago.

Adjustments required by the EU internal market along

VLIQL{FDQW UHGXFWLRQ RIODERXU IR UF hyitth @hé Bsdtitfardl ®uRds Yrbrft ¥he BUXBddbet resulted
&UHDWLQJ RI QHZ MREV RXWVLGH DJULFiX@Winxckbhkse bf\VeSribEtilRees\ ardQhigher income

services, was possible thanks to a wide range of activities
undertaken in the framework of structural policy and the
&$3

58

IURP DJULFXOWXUDO SURGXFWLRQ &XUUHQWO\
challenge for Poland is to stop the process of depopulation
in rural areas.
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SOCIAL ECONOMICS AND DAIRYING IN LATVIA
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Abstract
balanced regional development in Latvia.

$IWHU D FORVHU VWXG\ RI WKH VSHFL¢{FV RI
resources in dairy pointing out the existing differences in farming am

In the conclusion, there the authors have accentuated the ways favouri

in rural areas and contributing to the wealth and welfare of the pr

regions.

Introduction
The intention to approach to the average social

1 Master of Business Administration;

Elga Tilta 2, Dr. oec.

ong rural areas.
ng the improvement of production conditions
oducers and the population in rural areas of Latvia

most part of economically active inhabitants of
rural households. In order to oppose the obviously

HFRQRPLF OHYHO RI WKH (8 KDV QRW E HHWfayaypkie devetopmenttendepaeeand to facilitate a

as expected initially. It is evidenced by a comparatively
slow increase in the GDP: in total and per capita. If in
2005, the GDP per capita in Latvia accounted for 48 per
cent of the average in the EU, then in 2010 — 52 per cent.
It means that in 2010, the GDP per capita in Latvia was
2.6 times less than in the Netherlands and 2.4 times less
than in Austria, Denmark and Sweden. Due to the above
mentioned scores Latvia still remains in one of the last
places among the Member States of the European Union,
outpacing only Romania and Bulgaria (Latvijas Statistikas
Gadagramata, 2011).

The principal cause hampering Latvia to approach to
the average social economic level of the EU in a more
rapid way is uneven and unbalanced social economic
development mainly in the territorial aspect. In 2008, the
GDP had increased by 75 per cent in comparison with the
2000. Yet, due to the following recession caused by the
crisis, in 2010, the excess over the level of the 2000 was
only 43 per cent. This recession had caused a negative
impact on the economy. As a result, the consumption
of households had decreased by one third, but the
investments — nearly twice. The differences between
the well off and the people with low income continued
to increase, and the distribution of the income became
PRUH DQG PRUH XQHYHQ
to the EUROSTAT data, one fourth of Latvia inhabitants
are still subjected to the risk of poverty. In the result
of the lasting unbalanced social economic territorial
development, there has developed a situation that,
practically, in one pole there is the capital Riga, butin the
other — the rest of Latvia. In 2008, Riga provided 54 per
cent of the GDP; and in 2009, received 55 per cent of all
¢cQDQFLDO LQYHVWPHQWYV
2011). It means that, overall, the share of other regions,
i.e. the share of the other pole, makes less than one half
of the GDP and investments.

Therefore, the unbalanced and uneven social

.D]DNV 0

/IDWYLMDV GWES

successful farming, it is necessary to carry out measures
oriented on diminishing of regional differences and to the
improvement of production in agriculture in compliance
with the conditions for sustainable development. It, as
a rule, requires creating of a closer relationship between
the activation of economic processes in rural regions and
the regional policy of the state that must be oriented to

LQFUHDVH RI HI¢FLHQF\ LQ WKH XVH RI

of rural farms on the basis of increase of the productivity
of the labour and capital and targeted and skilful use of
natural and obtained advantages of every region. S. Keiss,
$ 6SURJLV 6SRJLV % 5LY]D +

G D L UMKRIU VQK DYWHY D Q DU YVIHR W KW KXV B XR |

%DVHG RQ GDLU\LQJ DV DQ DJULFXOWXUDO L QHGEXWRUY Q® KRX IV XSARVRALE LKIDLYWHL MAU IW K D W

SURC

GLVSRVDE!

-LUJHQD HW D

FDUULHG RXW UHVHDUFK LQ WKLV ¢HOG HVSHFLDC

the role of agriculture as the basis of existence and
welfare of rural inhabitants.

Primarily, it is essential to pay attention to the
production areas, the development of which requires less
investments and, as a result, contributes more to the
improvement of living standard quality of the rural areas.
Dairying industry belongs to such agricultural production
area.

The aim of the paper is to have a closer look at the
possibilities of dairying improvement that favour balanced
regional development.

g Eq:tﬁ S E’B'he investigation are:

to characterise the development peculiarities of

dairying;
2) to evaluate the role of activities promoting the
development of dairying;

%DVHG RQ VWDWLVWLFDO GDWD
reports and such research methods as monographic,
statistical analysis and others, the authors have evaluated

armW Leﬁogr\(}es 'B %aﬁyjrlg Btms WE)onal regional

Key words : regions, resources, dairying, farmers.

Discussion and Results

HFRQRPLF GHYHORSPHQW LQAXHQFHV PRV W ®thecourseof timel thesforwiaRian lapthdevelopment
RI GDLU\LQJ LQ /DWYLD UHJLRQV KDV EHHQ LQA

in which, among other kinds of activities, the agricultural
production plays the dominant role employing the

1 Tel.:+371 27618746, fax: +371 27619152. E-mail address:

2 Tel.:+371 28600687. E-mail address: elgatilta@inbox.lv
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drastic changes. As soon as this industry had recovered
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Table 1
Dairying and its Changes in Latvia Regions, 2006 — 2011
Regions/years 2006 po07 2pos 2009 2019 2011
Number of dairy cows
Pieriga 28 896 27 329 26 338 25404 5 335 24 426
9LG]HPH 39623 41 600 39011 37 729 37 615 37 783
.XU]JHPH 35549 29 896 32021 31355 31220 31355
Zemgale 32503 32 063 30 603 29978 30184 30 048
Latgale 45 804 49 532 42 424 41 045 39 706 39 484
Latvia 182 375 180 420 170 397 165 511 164 060 164 096
Production of milk, tons
Pieriga 141 056 135533 154 606 152 870 153 350 152 991
9LG]HPH 188 343 202 213 197 402 198 250 202 523 202 057
. XU]JHPH 165 132 144 519 161 743 167 344 163 954 165 427
Zemgale 150 983 162 122 166 191 158 972 156 954 164 534
Latgale 178 558 197 259 155 526 152 016 157 686 160 218
Latvija 815 072 841 646 835 468 831 452 834 467 8448 227
Production of milk per capita, kg
Pieriga 382 363 406 396 394
9LG]HPH 775 841 830 841 872
. XUJHPH 506 472 533 561 550
Zemgale 527 569 586 563 563
Latgale 496 556 446 442 467
Latvia 355 369 367 367 371
Source: based on the data of the CSB of the Republic of Lat via
IURP WKH UDYDJH FDXVHG E\ WKH )LUVW RQU® GQ DU G WHKHH #UBAW SHU FHQW 7KH KLJKHVYV

VRYLHW SHULRG ZLWK LWV VSHFL¢F FKD@AWs\s char@c@isicHdLatgal tigdon with a certain
the four-year period of war, bringing its damages came; tendency to decrease, whereas the lowest proportion — to
LW ZDV IROORZHG E\ WKH IRXU GHFDGH \PieRda Fegd QiithraithdehdyDroterRa® unchangeable.
Then, after restoring of independence, a not very With regard to the milk production, in Zemgale region,
successful privatisation took place bringing with it the it has increased by 9.0 per cent, in Pieriga region — by
transition from a large-scale production to an individual SHU FHQW LQ 9LG]HPH UHJLRQ
farming. As a result, the changes not always resulted in . XU]JHPH UHJLRQ *= E\
WDNLQJ RSSRUWXQLW\ WR ¢QG WKH EHVWHDIQRQPR \GW FSUHDWHIBE BH
solutions and to adopt the best and the most useful that in all the analysed regions, with exception of Latgale
previous experience. Nevertheless, dairying has always region, the proportion of milk production exceeds the
PDLQWDLQHG LWV VLIQL,{FDQFH LQ /DWY Lpbportion of the number of cows. Whereas, the situation

Recently, Latvia is characterised by 10 per cent
decrease in the number of dairy cows, and by
2.4 per cent increase in the milk production. In 2006,
the average number of cows per 100 ha of used
agricultural area made 10 and the production of
milk — 43.9 tons, whereas, in 2010, the respective
¢IJXUHV ZHUH FRZV DQG
Statistikas Gadagramata, 2011). In 2011, milk accounted
for 23 per cent in the structure of Latvia agriculture
SURGXFW

In the regional aspect, dairying in Latvia is
characterised by a comparatively regular dispersion and
by rather little changes (Table 1).

As it can be seen from the data in Table 1, in 2011, in
comparison with 2006, the number of cows in Latgale has
decreased by 13.1percent,inPieriga—by 12.0 percent,in

. XU]JHPH £ E\
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/IDWYLMDV ODXNVDLPQLHF]JED

SHU FHQW LQ =HPJDOH

in Latgale region is contrary, and the proportion of milk
production is less than the proportion of the number of
cows changing from 3.3 percentage points in 2006 to
6.5 percentage points in 2009. The production of milk per
capita differs a great deal.

If calculated per unit within the area, then, in
L@ the pradvetion bf ik per ha of agricultural area
ZRXOG DFFRXQW IRU 3LHULJD =

WRQV .XU]JHPH % WRQV
and Latgale — 0.352 tons. If the level of milk production
intensity had been as the one achieved by Pieriga, then,
in 2010, the amount of production of milk in Latvia might
have been by 45.5 per cent higher.

The comparatively low increase in production of
milk is obtained on the account of the milk yield. In all
regions, it has a tendency to increase, however there
Bre cert8ii WiffEren@e4/ among the regions (Table 2).

+ E\ SHU

SHU FHQW ZKHUHDV 1
SHU FHQW $ VSHFL

WRQV

=HPJDOH W
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Table 2
Milk yield (kg/cow) in Latvia regions, 2006-2011
Year/Region IAverage Rieriga Vidzeme Kurzeme Zemgalg Latgale
2006 4 469 4882 4753 4392 4645 3898
2007 4663 4959 4861 4834 5056 3982
2008 4903 5870 5060 5051 5431 3 666
2009 5024 6018 5 255 5401 5303 3704
2010 5086 5228 5384 5252 5200 3971
2011 5151 6 017 5348 5276 5476 4058
Source: based on the data of the CSB of the Republic of Lat via
Table 3
Grouping of farms in accordance with the number of cows in Latvia, 2010
Number of farms Number of cows Numbefr of cows
Total Percentage of the total Total Percentage of the total in a farm
15 855 52.8 15 855 9.7 1
5543 18.5 11 086 6.8 2
3784 12.6 13894 8.5 3-5
1857 6.2 13 409 8.2 6-9
1578 5.3 21176 12.9 10-19
512 1.7 12 200 7.4 20-29
408 1.4 15332 9.3 30-49
291 1.0 19 892 12.1 20-99
104 0.3 14 397 8.8 100-199
31 0/1 7538 4.6 200-299
41 0.1 19 281 11.7 >=300
30004 100.0 164 060 100.0 .RSE

Source: Statistical Yearbook of Latvia, 2011.

During the period 2006-2011, the production of milk
has increased in Pieriga region by 23.2 per cent, in
9LG]HPH UHJLRQ * E\
by 20.1 per cent, in Zemgale region — by 17.9 per cent,

whereas in Latgale region — by 4.1 per cent, while the
average level of increase in Latvia was 15.3 per cent.
In 2011, the highest milk yield was achieved in Pieriga
region that exceeded the respective indicator in
9LG]HPH E\
in Zemgale — by 9.8 per cent, and in Latgale — by
48.3 per cent.

If we compare the milk yields within the period
2000-2010, one can see that the yields increased by
28.2 per cent. However, in spite of a certain increase,
the average milk yield in Latvia continues to drop
far behind the level achieved in the old Member
States of the EU, in which it is two times higher (the
GDWD RI WKH &6% RI WKH 5HSXEO
of the Kingdom of the Netherlands).

It means that, in scope of the milk production
LQFUHDVH LW LV QHFHVVDU\ WR
of the increase in both the number of cows and the
milk yield. The evaluation of the possibilities of milk
production in Latvia shows that, in this respect, the
tendency to overcome the great recession after 1990

62

SHU FHQW LQ .XaudHmilK pridel LiRiGvisur

SHU FHQW LQ .XUJHPH =

might have played a certain role as the production of

milk decreased more than by half. Hereby, farming

might have played an
important role.

At present, farming is fragmented that can be seen
from the data about grouping of farms in accordance with
the number of cows in them (Table 3). The number of
farms decreases gradually, mainly on the account of the

E\small fares) FHQW
More than half of the dairy farms (52.8 per cent)
KDYH RQO\ RQH FRZ )DUPV WKDW RZQ IURP RQH WR
account for 83.9 per cent of all farms, however these
farms own only 25 per cent of the total number of cows
owned by farms. The proportion of farms with 50 and
more cows accounts only for 1.5 per cent, whereas the
number of cows in them accounts for 37.2 per cent. The
farms with the number of cows more than 300 comprise
/1D WpeL éentrXie tdteKrimies &6 cows. The fact that
WKH QXPEHU RI IDUPV NHHSLQJ RQH WR ¢YH FRZV
decrease has to be evaluated positively. In 2010, the
H P S K D &vkerdde Wikiber bffcBvi Uivobeddfid was 5.47. In the
previous years (2003-2007), Latvia has been one of
the Member States of the EU-27, in which the number
of dairy farms decreased most rapidly. The farms with
large number of cows are able to more successfully

LF RI
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Table 4

*URXSLQJ RI IDUPV DFFRUGLQJ WR SUR¢{W D@ GDOWVND AR RQW L Q

B3UR¢W /9/ SHU KD Farms

Regions 500 - above with Total of

to50 [50-100 100-200 200-300 300|500 1000 1000 losses farms

Number of farms
Pieriga 10 3 7 7 - 1 - 3 31
9LG]HARH 10 7 8 8 4 6 3 5 51
XU]JHPH 6 5 19 8 - 1 45
Zemgale 5 5 8 4 4 2 1 5 34
Total 31 20 42 27 11 12 4 14 161
Percentage of the total

Pieriga 32.2 9.7 22.6 22.6 - 3.2 - 9.7 100.0
9LG]HPAH 19.6 13.7 15.7 15.7 7.8 11.8 59 9.8 100.0
XU]JHPH 133 111 42.2 17.8 6.7 6.7 - 2.2 1p0.0
Zemgale 14.7 14.7 235 11.8 11.8 5.9 2.9 14.7 100.0
Total 19.3 12.4 26.1 16.8 6.8 7.4 25 8.7 100.0

Source: elaborated by the authors based on the data of annual re

DWWUDFW WKH (QDQFLDO UHVRXUFHYV

thus, function more effectively and provide a good
quality of milk.

The conditions and results of farming are variable and
GLIITHUHQW
of dairy farming, and, since the price is prone to change,
it does not satisfy dairy farmers. In 2010, the average
price in Latvia was above 200 LVL per ton; however,
there were also farms close to the critical line (Latvijas
Piensaimnieku centralas savienibas informacija, 2012).

farms to carry out the credit payments and to pay off
other services. It is important how high the credits of
farms and the production costs are.

The changes in the prices and their level are
interpreted differently. There are experts who underline
WKH LQHI{(FLHQF\ RI GDLU\LQJ
protest against the obstacles, to which the dairy farmer
is exposed: the farms are obsolete, the handwork
amount is high, but the modernisation requires great

7KH PLON UHDOLVDWLRQ S U iéspectiveiy A BEBW VVIW Kgdr UiV XrO WPiériga

ZKHUHDV /6D8HU KIDURRUV

ports

| DU KRERIGHGQL DD WARI @ PBIQ &
ORZHVW * LQ 9LG]HPH =
UHVSHFWLYH ¢JXUHV ZHUH
383 LVL per ha in Zemgale; in 2008, they were

371 LVL per ha in Zemgale; and, in 2009, respectively,
/9/ SHU KD LQ .XU]JHPH DQG

Zemgale; but in 2010, 536 LVL per ha in Zemgale and
/9/ SHU KD LQ 9LG]HPH

19/ SHU KD
/9/ SHU KD ,Q
/9/ SHU KD LQ .X!

and

ZKHUFE

/9/ SHU KD

$W WKH IDUPVY OHYHO WKH LQWHUYDO RI A
7KH PLON UHDOLVDWLRQ SULFH LV LQAXHm@EHE oEdaiFyD@is @thdr laldéd @\RO10, in Pieriga
IDFWRUV DQG WKH GHFUHDVH LQ SULFH itr\weX Withth B0 ILVE Xp€rWa dnd 1890 LVL per ha.

Regarding the revenue from milk realisation, the
survey revealed that from a total of 31 farms included

in the survey in four farms the revenue exceeded
1000 LVL per ha, whereas, in 14 farms — from 500 to
1000 LVL per ha, and in 13 farms revenue were up to

RI AXFWXDWLRQV ZDV ODUJHU
3796 LVL per ha. The revenue exceeding 1000 LVL per ha
was observed in 13 farms, the revenue from 500 to

LQYHVWPHQWY WKDW DUH DFFHVVLEOH ZLOOK LGLL Ipeir KO W ILH YarmsD WY lthe Drélenue of

Piensaimnieku centralas savienibas informacija, 2012).
Farmers regard the unacceptable milk prices as the
cause of a comparatively large amount of milk exports
to other countries, for example, to Lithuania for a further
processing that, respectively, decreases the budget
revenues and the contribution to the GDP of Latvia.

The differences in farming conditions are evidenced
by a survey of a group of farms that included the farms
of Latvia regions exceeding the area of 20 ha. The same
evidence was also given by the inquiry and the interviews.
The land used in dairying is characterised by different
farm areas per cow. It may be regarded as implications

RI WKH LPSDFW RI WKH FULVLV DQG

milk prices. Similarly, the revenue from milk realisation
differs as well. In 2006, the highest level of revenue
from realisation of milk per ha in Latvia regions was

Economic Science for Rural Development No. 32, 2013
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IDUPV ZDV OHVV WKDQ
revenue from milk realisation in 2010 was within the
interval from 92 to 4851 LVL per ha. From 45 farms, in
six farms the related revenue exceeded 1000 LVL per ha;
in 17 farms revenues were from 500 to 1000 LVL per ha,
and in 22 farms — less than 500 LVL per ha. In Zemgale
region, the interval was within 73 to 3605 LVL per ha.
From 34 farms, in six the revenue exceeded
1000 LVL per ha, in 10 farms — from 500 to
1000 LVL per ha, and in 18 farms — less than
500 LVL per ha. The differences in income might
have been caused by differences in the production

O D WsthittubeX fhey xeBnvologicalViete tiéKprdce, and the

milk realisation possibilities. It means that the farms

19/ SHU KD

LQ 9LG]JHPH UHJLRQ WKH |
IURP 19/ 'S

,Q . XU]F

KDYH IDFHG GLIIHUHQW SUHFRQGLWLRQV IRU I

dairying.
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The situation is also similar in relation to the and one — 6700 LVL per ha. The situation is similar also
revenue of milk realisation per cow. During the period LQ .XUJHPH DQG =HPJDOH
2006-2010, the highest rate was observed in Zemgale, 7KH DXWKRUV FDUULHG RXW DQ LQTXLU\ WR
EXW WKH ORZHVW LQ DQG L Qhe 9 apihiad Pofl employed persons about the farms’
respectively 833 and 963 LVL per cow, in 2008 and development opportunities. The inquiry results showed
LQ .XUJHPH * UHVSHFWLYHO\ #* Eh&,Gor examplg, the biggest investments in formation
SHU FRZ DQG LQ + LQ 9LG]HPH = | 8f/foBdebaBiR Bad taken place in Zemgale region, but
7KH AXFWXDWLRQV LQ WKH UHYHQXH RVKALORZWWWO+LVIDQWIORG@]HPH UHJLRQ ,Q WKH IRU
may be explained by the implications of the crisis and GDLU\ FDWWOH .XUJHPH KDG LQYHVWHG PRVW E)
sharp changes in the milk prices, which, in its turn, had — least. As to milking equipments, Latgale region is in
impeded the investments for improvement of dairying. WKH ¢UVW SODFH 5HODWLQJ WR FRROLQJ HTXLS
,Q LQ 3LHULJD .XUJHPH DQG =HPJDOHGRRRH DMX® QDWJIDOH KDG LQYHVWHG PRUH WKD
a half of the farms generated the revenue from the milk and Zemgale. The investments in keeping of dairy cattle
realisation within 1000 - 2000 LVL per ha, whereas in are comparatively low in all the regions.
9LG]HPH WKH QXPEHU RI VXFK IDUPV DFF RIX @&vanaligsedOregibRsl) the use of credits differs
33.3 per cent. a great deal. During the period 2006-2010, the lowest
7KH SUR¢{W SHU KD DQG SHU IDUP LV DXWRH IROWARUHG GWNHIHHWQ WD ZDV LQ 9LG]JHPH EXW W
LQ /DWYLD UHJLRQV ,Q LW GHFUH D V HGZaMgale) Lwherd, gri\2a06, they were 1.7 times, in
7KH DQDO\WLV RI WKH IDUPV DFFRUGL2QWZ WR4 Wi inJ2008) R 2/ times and 2010 —
and loss accounts in 2010 (Table 4) shows that more WLPHV KLJKHU WKDQ LQ 9LG]HPH 7KH KLJKHV)
WKDQ RQH IRXUWK RI WKH IDUPV KDG W K tredtd g, fd¥mAnasvdéteced in Zemgale and exceeded
/9/ SHU KD $V D ZKROH 6 RI WKH IDUPWWDDAHBH®R;MWQ 9LG]HPH LQ + WLPHYV
OHVV WKDQ /9/ SHU KD 2QH ¢IWK RI 1W KrHes) RQO® ¥V 2K DiBes, 2009 — 3.1 time, but in
SUR¢{¢W OHVV WKDQ /9/ SHU KD DQG WKHMLIKHNMBGE. SURSRUWLRQ
Rl VXFK IDUPV ZDV LQ 3LHULJD SHU FH®@\We canikekt &8 th& analysis carried out based on
depends on the production costs and realisation prices. comparison of the four regions according to the revenue,
The production costs in Latvia regions differ a great 5 =YLUJ]GLQD LQ KHU LQYHVWLJIJDWLRQ HVSHFLD
deal. In nearly 4/5 of the farms, the production costs Latgale region. As shown by the author's previous
are less than 200 LVL per ha, and in one third of the study, this region has achieved good results, sometimes
farms — less than 50 LVL per ha. The highest proportion exceeding the results of farms in other regions. During
(35.3 per cent) of farms with production costs less the period 2006-2010, these farms in Latgale have had
than 50 LVL per ha is characteristic to Zemgale. This the highest revenue from the realisation of milk per ha
region is also characteristic with the proportion of farms RI WKH IDUP DUHD ,Q DQG WKH SUR¢{W RI
that have production costs within 50 to 100 LVL per ha. Latgale farms per ha was higher than in other regions.
The highest proportion of farms with production costs During the period 2006-2009, the long-term investments
within 100 to 200 LVL per ha was observed in Pieriga per ha were also the highest in these farms of Latgale.
DQG 9LG]HPH ,Q 3LHULJD WKH SURSRUWL2RID, tRe rédlisel \AmaAUnWdK milk per cow in the
production costs exceeding 200 LVL per ha accounts surveyed farms of Latgale was within 4.55 to 7.99 tons
IRU SHU FHQW LQ 9LG]HPH = ShatUs very Qa¥e toltl@ highest level achieved in other
XU]JHPH # SHU FHQW DQG S H U Lakvid @Wibnst It givgs evidence that the dairying of this
Zemgale. These rates lead to the conclusion that with region possesses potential development possibilities.
regard to production costs, the improvement possibilities It may be concluded from the above-mentioned
LQ =HPJDOH UHJLRQ GLIIHU IURP WKRVHVIRDW GG IIDRHP HRJQ DV WKH FHQWUDO ¢(JXUH ZKR FR
. XU]JHPH production factors and looks for opportunities to lower
The long term investments, which are an integral part production costs and gets a possibly higher return to be
Rl SURGXFWLRQ GHYHORSPHQW WKDW DnellR @nd capable bitb@arhiaMaining, will be obliged
of the production and shaping it in accordance with to take into consideration the impact of a number of
nowadays requirements, have been the highest per ha internal and external factors, especially the impact of
LQ =HPJDOH UHJLRQ ,Q WKH\ H[FHH Gudlcchigesag IX U HV
RI 9LG]JHPH E\ SHU FHQW LQ R+ 3 artidipated foreign countries’ impact on the price of
by 27.8 per cent, in 2008 — of Pieriga — 1.8 times, in products with a low value added. It may come from
RI 9LG]HPH = WLPHV DQG LQ R | 3 thel tbudtiles#with low production costs in dairying
2.2 times. LQGXVWU\ DQG KLJK SURFHVVLQJ HI{(FLHQF\ D
It is interesting that in all the regions there are farms with considerable dairying amounts;
ZLWK GLITHUHQW DPRXQW RI ¢ QDQFLDO L QY HavMfgement\oV pBddudtighDfowékpovis in case of
varies from less than 100 LVL per ha to some thousand increase in dairying;
LVL per ha. In 2010, the investments of 7.8 per cent — access to a desirable market niche and formation of
RI IDUPV LQ 9LG]JHPH ZHUH OHVV WKDQ ekport BartalctsK D
35.4 per cent of farms — within 100 to 500 LVL per ha, — production of products with possibly high value
23.5 per cent of farms — within 500 to 1000 LVL per ha, added, especially for exports;
15.7 of farms — within 1000 to 2000 LVL per ha, — the necessity to constantly increase the
17.6 per cent of farms — more than 2000 LVL per ha, competitiveness.
and in six farms - within 2000 to 3000. One farm had the Wherewith, the question arises — what the farmer
investments of 3600 LVL per ha, one — 4150 LVL per ha, needs most in such situation. Based on the inquiry results
64 Economic Science for Rural Development No. 32, 2013
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Table 5
Agricultural education of farmers in Latvia regions in 2010
Education Total In regions
Pieriga Vidzeme Kurzeme Zemgale Latgale
Higher 4917 812 1153 724 1063 1165
Professional 16 868 1698 3968 2788 2975 % 439
Primary 10 334 1230 2309 1956 1777 3062
Practical experience 51267 5831 9151 6973 8 126 21186
Total 83 386 9571 16 581 1p 441 13941 30 852
Percentage of the total
Higher 59 8.5 7.0 5.8 7.6 3.8
Professional 20.2 17.7 24.0 22.4 21.3 16.7
Primary 12.4 12.9 14.0 15.7 12.7 9.9
Practical experience 61.5 60.1 55.2 56.0 58.2 67.8
Total 100.0 100.0 100.0 100.0 100.0 100.0
Source: elaborated by the authors based on the data of the CSB of the Republic of Latvia
Table 6
Characteristic features of livestock quality, 2006 — 2011
Indicators 2009 2010 2011
The number of cows under supervision, thousand 132.2 122.0 123.1
Average milk yield per cow, kg/year 4892 4998 5064
Average milk yield per cow under supervision, kg/year 5785 5987 5128
Milk fat of the cows under supervision, % 4.38 4.29 4.26
Protein of the cows under supervision, % 3.36 3.31 3.31
Source: elaborated by the authors based on Latvijas lauksaimni eciba 2012.
and expert recommendations, the authors conclude that The increase in complexity of solutions related
farmer needs knowledge and investments. With regard to to revenue problems require an approach, the

knowledge, it is highly necessary to provide farmer with
abilities to fully realise his enterprise, talent, experience,
and skills. The higher his education level will be, the more
successfully he will be able to direct his initiatives and
activities in an innovative channel. In authors’ opinion,
Latvia regions have unused possibilities in this area
that may be evidenced by differences and the existing
educational level of farmers in Latvia regions (Table 5).

The situation in Latvia has something in common
with the situation of the EU as a whole. One third of
all farmers are in the age group of 65 years or more
(the following 20 percent account for the age group in
55 and 64 years), and 80 per cent of the farmers are
without agricultural education, having only practical
experience. It becomes highly necessary to improve
the level of farmers’ knowledge, especially taking into
consideration that the fragmented and differentiated
structure in the EU agriculture will dominate also in the
perspective, however, changing gradually. Nevertheless,
the structural differences, with maintaining of small-
scale farms, will remain at a rather high level until 2020
mainly on the account of such factors as economic and
social development, legal framework related to the
land, accessibility of production factors, and different
agronomical conditions.
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implementation of which is impossible without a closer
consideration of the established cooperation forms,
using the opportunities provided by cooperatives, and
franchising aimed to provide a full cycle. A cooperative
that belongs to farmers is an instrument that facilitates
WKH ¢QGLQJ DQG DWWUDFWLQJ RI
and partners for farmers. It is important to take into
account that in the formation of the market strategy
the basic principle of a dairy processor belonging to
the cooperative is selling of products at the price that
is balanced between the milk purchase price and the
price of the dairy produce of the processor. As a result,
there is no invincible lack of funds for both farmers and
processors. If farms that are members of a cooperative
provide that a full cycle of dairying and processing,
in which milk is gained, collected, and processed in
an enterprise belonging to the cooperative, then by
delivering the products to consumers, the cooperative
provides farmers with a feeling of safety that there will be
a market for their production. Wherewith, it strengthens
the conviction of the farmers that they are well off.
Moreover, in this sense, the feeling of security is very
important for farmers. The farms’ advantages multiply
withincreasing of the level in cooperation all over the cycle
of dairying in farms, processing, and realisation. The use

SRVVLEOH S
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of these advantages can be favourable for stability and

welfare of farming, which can be seen from a comparison

of dairying cooperatives depending on the level of milk

processing in the framework of the cooperative. The main

advantages related to the support of farmers’ initiatives

and facilitation of production are:

— realisation of the planned price in the interests of
farmers;

— modernisation of technological equipment at all
levels;

— strengthening of farmers’ protection against the
AXFWXDWLRQ RI SULFHV

— increased vertical integration.

In the framework of cooperatives, it would also be
possible to facilitate the pedigree cattle breeding and
organic farming. The development of this kind of cattle
has a positive impact on milk yield, and in Latvia dairy

same time taking an orientation to increased use of new
opportunities in the future. What is essential for Latvia
regions is to take the best of the achieved at present
and to support and develop it skilfully in the future as
a precondition that facilitates the maintaining of the
identity of the regions contributing in such way to their
development.

Conclusions and Recommendations
1. In Latvia, dairying is an area that has experienced

JUHDW FKDQJHV ZLWKRXW ORVLQJ LWV VLIQL¢F

2. Dairying industry in Latvia is fragmented. The
productivity in dairying is comparatively low and
differs in Latvia regions.

3. 7KH ¢QDQFLQJDQG NQRZOHGJH KDYH EHFRPH VL

conditions for the development of dairying.

IDUPLQJ WKH SHGLJUHH FDWWOH EUHHGL®J '%@?;B;’@Ly\ﬁgy&g'@f\a}gi@%gb‘;ﬂlﬁ?ﬁperaﬁon

that. In 2011, the number of cows under supervision
included 75 per cent of cows. The productivity of the cows

VLIQL:{FDQW

5. In case of production enlargement, the marketing

XQGHU VXSHUYLVLRQ WXUQHG RXW WR EH v‘_ﬁﬁoél gstoaé%%'(’eﬂf’ﬁeﬁwwt

According to the data in Table 6, the average milk
yield of the cows under supervision is 1.2 times higher
than in herds without supervision. The best results of
milk yield constantly are observed with Holstein black-
white cows, the average milk yield of which in 2011
was 6868 kg or by 40 per cent higher than the average
of the cows under supervision. It is important that the
genetic quality in most of the farms is very good, and
the demand has increased in breeding calves for exports
(Latvijas lauksaimnieciba, 2012).

Organic farming, involving more and more new farms,
expands, and dairying gains the dominance in this area.
In 2011, there was 57 thousand tons of milk produced,
of which cows’ milk accounted for 56.3 thousand tons,
which is 6.8 per cent of the total in dairying. Still,
smaller part of the production reaches the market. In
2011, only 31.6 per cent of that milk was sold in the
market. Nevertheless, in our country, the processing
of organic milk tends to increase; and, in 2011,
19 enterprises participated in it, processing 491.1 tons
of milk.

The increase in investments is closely related to
farmers’ support from the EU that may be helpful in
solution of many urgent problems, especially, those
related to the employment in rural areas and maintaining
of social structure, further improvement of rural economy

minish social "economic differences
in dairying, it is necessary to improve the level of
farmers’ special education to facilitate the use of
disposable resources in the area.

7. In spite of a comparatively high level of cattle
breeding in the country, further improvement is
necessary to favour balanced revenue in dairying of
Latvia.

8. Itisanurgent necessity to substantiate the attracting
of the EU funds and investments to development
dairying industry in Latvia.
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CONSUMER BEHAVIOUR ON THE VENISON MARKET IN LATVIA

Liga Proskina !, Mg.oec., PhD student
Faculty of Economics, Latvia University of Agriculture

Abstract. A study on consumer behaviour was conducted to identify trends in demand on the venison market, to
ascertain consumer perception regarding venison products, and to get an understan ding of consumer opinions on
possibilities to purchase and consume venison and on qualitative characteristics of venison. The survey was performed
from 15 December 2011 to 25 May 2012. Randomly selected responden ts who had ever purchased and/or consumed
venison were questioned during the research. The research aim is to identify the factors affecting the behaviour of
venison consumers. The survey results showed that the consumers regarded the quality and taste aspects of venison
DV WKH PRVW VLIJQL¢{¢FDQW FULWHULD IRU SXUFKDRILW KNP QGRLRQ HE W KW KHWPKOHARAMHANG DQ RS S
to purchase quality venison at a lower price, i.e. by avoiding retail ers. The consumers were informed about raising
deer on Latvian farms as well as qualitative characteristics of veni son. However, they had no information on the
possibilities to purchase venison, the sale sites, and the market price of venison. The consumers pointed that the
best venison purchase sites were specialised meat stores, farm product fairs, and deer farms as well as the fact that
selling food through the Internet is not developed. Although consumers ar e increasingly interested in using venison in
their diet, there is no real point of contact among producers, processors, and bu yers. Venison and especially venison
products are available to consumers in Latvia in limited quantities, a nd the possibilities to purchase such products are
limited and episodic. The respondents’ replies to a question on the origin, v alue, and purchase possibilities of venison
products indirectly revealed that the consumers were poorly informed about them.

Key words:  deer farming, venison market, consumer perception.
JEL code: 013

Introduction easily perceivable) consumer behaviour models are

Deer farming is a new and non-traditional industry in often available (Sheth, &RQVXPHU EHKDYLRXU
Latvia, thus, one may assume that consumers are not or regarding purchasing food products is considered
DUH LQVXI¢FLHQWO\ LQIRUPHG DERXW WKH BYXUPKOMHDQBY GLEAOAQWHYR SUHGLFW WKXV FUL
of venison produced in Latvia and the positive effect of for producers in identifying market trends (Grunert et
it on human health. Revealing of the motives of present al., 1997). To analyse the decision making process in
and potential customers, now and in the near future, GHWDLO ¢(UVW LW KDV WR EH IRXQG RXW ZK\ FRQ
might be crucial regarding the consumption of goods and corresponding decisions and what they wish to gain.
services provided by deer farming. Actually, a question From the viewpoint of consumers, a range of causes for
KDV WR EH DQVZHUHG + ZKDW QDO F R Qhei¢hpiegynay be mentionrd income, knowledge and
consuming goods or services provided by deer farming. information obtained, products consumed; security in
The satisfaction of consumers with meat quality has future as well as lifestyle, occupation, social status etc.
EHHQ VWXGLHG TXLWH H[WHQVLYHO\ &R (ShexprRayatiyarQlioyHKmtler e 20 v008; Malhorta,
start thinking of using healthy and safe products in 2006).
their diet. Of the assortment of meat products on the Based on consumer behaviour studies (Kotler et al.,
market, consumers prefer fresh, lean, juicy, and good 2008), it is stressed that consumer behaviour on the
VPHOOLQJ SURGXFWV Rl KLJK QXWULW L R@a narkeDiskamplicated IQhdsi¢i® enphasised that

1JDSR 'UDQV¢HOG 7 K H V H the mvedtefinBnvtraditional agricultural animals, including

emphasise that product recognition and consumer venison, is a group of products not known to the target
knowledge are important, as consumers are motivated audience, as consumers do not know their qualities and
WR EX\ PRUH DSSURSULDWH IRRG SUR Gthey \are notsaRalaiiel @) 3adeDsites. At the same time,
Winkler, 2007). a wide assortment of meat is available, and, according

&RQVXPHU EHKDYLRXU LV F O RV H O \to studie, bonsdneers prafentiaditional products such as
economic growth in a country (Gaile-Sarkane et SRUN DQG SRXOWU\ &RQVXPHUV XVXDOO\ GR QRW
DO 6LQFH WKH VRFLHW\ LV VWU Ddiferendes ariong lsi@ifaRaRd-homogenous goods (Kotler
consumers differently value the same product. Obtaining et al., 2008). It means that inadequacies in consumer
knowledge on consumer needs, factors, and motives behaviour have to be avoided. From the practical point
affecting consumer behaviour is a way of providing the of view, consumers have to be informed about the
competitiveness and development of corresponding characteristics of venison and other information related
EXVLQHVVHV &RQVXPHU EHKDYLRXU KD VtoWeRiséhHasXaQu@atty prdicR-Gits differences from
to satisfy fully consumer needs. Making a purchase other similar products, its availability on the market, its
decision and consumer behaviour are a complicated country of origin etc. — has to be provided freely. Kotler et
process, yet, to make it easily perceivable, general (or al. (2008) stresses that buyers, obtaining information on
1 & RUUHVSRQG L Qel.B3vwWar®eB07 , fax: +371 67976655. E-mail addre ss: liigaproskina@inbox.lv
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Fig. 1. Types of meat purchased and/or used in the diet most often in Latvia

a product of certain type, tend to reduce the risk related
with their purchase as well as increase their satisfaction
with the product.

It has to be noted that, for instance, in Great Britain
where deer farming as one of the agricultural industries
exists from the beginning of the 1970s, only 30% of
respondents know about health aspects of venison (high
contents of proteins and omega fat acids, low contents of

al., 2010; Aaker et al., 2007). The research object is
consumers who have ever purchased and/or consumed
venison. The survey was carried out electronically,
and randomly selected individuals participated in it;
368 questionnaires were received back, of which 349
were valid. The survey included questions on meat
purchase habits, opinions on meat quality criteria, and
the use of venison in the diet. To exclude respondents

fat and cholesterol) (Annual Review, 2010). ZKR GR QRW ¢W WKH UHVHDUFK REMHFW DQG W
4XDOLW\ LV D VLIQL,{FDQW FULWHULRQ pbt@ntiﬁk@ﬂ%l‘fd@n\{éo%ﬂliee WWitd We chosen criteria,

WKXV LW LV LPSRUWDQW WR ¢(QG RXWq,Wtohs for the Sefdcti¥h lofr&pdrdeiits were included

knowledge of consumers on the quality characteristics in the survey. The survey included open questions

RI'YHQLVRQ ZKLFK DW WKH VDPH WLPH oL in& p6ddetsHd &Gath th8r replies in detail.
demand. A survey on consumer perception was performed To answer closed questions, respondents had several
to identify the demand for venison on the market and options, which were important to them, for their

to ascertain consumers’ perception of products of deer reply. Respondents’ attitudes to assertions regarding

farming. The research aim is to identify the factors . . ) .
. ; ) . deer farming were evaluated by using questions with
affecting the behaviour of venison consumers. To achieve . ) ) .
an evaluation scale and hierarchical questions. The

the aim, the following — tasks were set: TXHVWLRQQDLUH HQGHG ZLWK FODVVL¢FDWLF
1) to investigate the types of meat purchased most A
often and the criteria for their purchase; age, education etc. The survey was performed from
' 15 December 2011 to 25 May 2012. The data obtained

2) to analyse the consumer awareness of venison and db loving Mi ft Excel statistical
the possibilities to purchase it wert(; [;rocesse y employing Microsoft Excel statistica
methods.

3) to identify the motivation of consumers to purchase
venison and its products in the market.
Results and discussion
Materials and methods 1. Characteristics of the purchase and

,Q WKLV UHVHDUFK GHHU IDUPLQJ EQFSthoﬁﬁfdne@iv D
relatively new and non-traditional industry of agriculture. Initially, the survey established how consumers made
Foreign experience shows that in a situation when their decision to make a purchase. In the questionnaire,
LQIRUPDWLRQ LV LQVXI¢FLHQW RU L QF RPSNgra/ werg pakedsigestions\apeyythe type, price,

a new and non-traditional industry, a survey of this
industry’s stakeholders (producers, processors, sellers
etc.) may be used (Mjelde et al., 1992; Gillespie et al.,

1998). A quantitative survey of consumers was carried
out to get an understanding of consumer opinions on
the possibilities to purchase and consume venison and

quality, and choice criteria of meat purchased most often
(Figure 1). As regards the questionnaire’s question on
the most frequently purchased and/or consumed type
of meat, 67.2% of the consumers admitted that they
most often bought and consumed pork, 21.3% preferred
broiler meat, and 9.8% bought or consumed hunted

RQ WKH TXDOLW\ FKDUDFWHULVWLFV RlanmaQmestRQ &KXUFKLOO HW
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According to researchers (Jemeljanovs, Sterna, 2008;
Partikas un lauksaimniecibas..., 2006), pork is consumed
owing to historical consumption traditions in Latvia.

The respondents pointed to broiler meat as the second
most purchased type of meat (59.0%), which may be
explained by the availability of this meat at supermarkets

DQG VSHFLDOLVHG PHDW VWRUHYV

at a relatively low price (Figure 1). Pork as the second
most popular meat was preferred by 23.0% of the
respondents. An inverse relationship may be observed in
this case — 80.5% of the respondents for whom pork was

the most popular meat chose broiler meat as the second
most popular meat, while 92.3% of the respondents for

whom broiler meat was the most popular meat preferred

pork as the second most popular meat. It may be
explained by the availability of pork and broiler meat and

the relatively low price on these types of meat as well as

food consumption habits in Latvia.

As regards wild animal meat, 6.6% of the respondents
pointed to it as the second most preferred meat and for
11.5% it was the third most purchased meat. The author
believes that such indicators are good considering the
present development of deer farming in Latvia.

The Latvian State Institute of Agrarian Economics

198 (,

.HN DY RongarbexsV N D

agency Media Planning Group reported that the quality of
goods was essential for 66% of customers. It is one more
proof that Latvian consumers prefer quality products
that are fresh and human-health-friendly. Foreign
researcher Moffat D.A. (2005) pointed that meat taste
was one of the factors being attractive for the majority of
/ILHOJHOWLQL

The author found, analysing criteria for meat choices,
that price was not the determining factor for Latvian
consumers when they chose meat and its products. A
study on the industry of food services, conducted by
Tume L. (1997), reported that 80% of the respondents
believed that the quality of venison was worth the
relatively high price of it.

An analysis of the survey results revealed that Latvian
consumers, when purchasing meat, based their choice
on their subjective wishes, and the main criteria were
the availability and quality of products, followed by their
price. Therefore, the author believes that there are
possibilities to increase sales of venison.

$VVXPLQJ

WKDW WKH PHDW SXUFKDVH FULWH

SULFH™ PLJKW EH D GRPLQDQW RQH IRU WKH SRSXC(

with low incomes, the author assessed the meat choice
according to income per family member.

UHSRUWHG LQ LWV VWXG\ 35HVHD U FWhen$ QUEttasig \meBtQ &cording to the survey

BURVSHFWV RI )RRG &RQVXPSWLRQ LQ WRigtire72),thd mogRrbportRrit citefioh for the group of

5HSXEOLF RI /DWYLD" FRQGXFWHG LQ

respondents purchased food products at supermarkets,
37% shopped at small food stores, and 7% made their
daily purchases on the marketplace, which, to a great
extent, determine meat purchase and consumption
traditions in Latvia.

In the survey conducted by the author, 67.7% of the
respondents pointed to specialised meat stores as the
most popular site for purchasing meat, for 57.4% it was
a supermarket, 44.3% preferred farm product fairs, and
37.7% purchased meat directly from meat producers,
while only 1.6% of the respondents mentioned the
Internet as a way of buying meat. Therefore, these
customer habits have to be taken into consideration to
develop the venison market.

The us agricultural market specialists
Dietmann N.P. and Ridder E. (2004) who pointed
to the facts that consumers were interested in small
specialised producer stores or farm product fairs as
well as that expenses were lower in case products
were bought directly from a producer, made a similar
conclusion.

From the viewpoint of producers, it is important to
understand the main leitmotif of consumers to purchase
meat and its products. The reply options included in
the survey had assertions related with organoleptic
properties of products, quality of goods, price on goods,
and subjective wishes of consumers.

7KH SULFH RI
PDMRULW\ RI FRXQWULHV
VWXG\ RI 3%Q% 125' /DWYLDQ
residents considered quality as one of the key factors
when choosing food products (68%), yet, for 79% it
was price (Partikas produktu paterins, 2010). However,
Danilane L. and Lubkina V. (2007) in their research
pointed that price was important but not the most

reypahBs\VWith an Rncolvekless than LVL 100 per family
member was the taste and availability of meat. The
respondents of this group pointed to specialised meat
stores as the most popular meat purchase site, which, to
a certain extent, may be explained by the fact that it is
an opportunity to buy quality meat at lower prices than
at supermarkets.

In the income group of LVL 101-200, the respondents
pointed to the availability of meat (50%) and the price of
meat (42.9%) as the main meat purchase criteria, thus,
not stressing the role of meat quality. The respondents
of this group purchased meat mostly at supermarkets
(72.2%) and in farm product fairs (61.1%).

For the respondents whose income per family member
ZDV ZLWKLQ D UDQJH RI /9/
meat choice criterion was meat quality (75%), followed by
meat price (57.1%). A similar opinion dominated among
households having an income per family member within
a range of LVL 300-500. For these groups, specialised
meat stores were the most popular meat purchase site
(69.6% and 71.4%, respectively). The author believes
that venison producers have to focus on regular sales of
venison at specialised stores and farm product fairs as
well as search for opportunities for selling their venison
at supermarkets.

2. Consumer awareness of venison
Many respondents pointed to hunted animal meat as

JRRGV LV D VLJIQL¢FDendof kReRWdR fbqueRtly Picthsed types of meat. In
6XFK D (QGLQWKEZW\OD\WPDHEFHY LOQWDLY LPSRUWDQW
% D UR P H Wiéht) and+mebld BodldsQonsumers use in their diet

and the consumers’ opinion on venison qualities and its
consumption.

According to the survey, one can conclude that wild
animal (wild boar, deer, roe deer, and elk) meat had
been consumed by 88.5% of the respondents, including

VLIQL;FDQW FULWHULRQ LQ PDNLQJ D S XéhfsinD-Viy 63.6b%, MileR/€hisorQprBducts had been

study ordered by the supermarket chain Elvi, the medium

70

consumed by 31.2% of the respondents.
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Fig.2. ORVW VLJQL;FDQW PHDW SXUFKDVH FULWHULDHE\ IDRQOKPMHRBHRRK) SDWYLD

The opinions, expressed in the survey, on venison in the questionnaire, as respondents might have no
qualities were different, in some cases even controversial; idea about deer farming. The results are presented
yet, there were some respondent groups providing similar in Table 1.

UHSOLHV 21 DOO WKH UHVSRQGHQWY RQH LAD analysistobithe survéyRes@is&showed that 78.7%
not tell the difference between venison and traditional of the respondents knew that deer were raised on farms
meat (pork, broiler meat, and beef). in Latvia for meat. The majority of the respondents

Some respondents had a negative opinion on (77%) believed that venison was healthy, as animals
venison qualities. Of the respondents, 4.9% believed were raised in the natural environment, while 57.4% of
that venison was tough and hard to be cooked, saying the respondents believed that it was healthy because the

3« , UHDOO\ GR QRW NQRZ EXW , DVV XHAdiesterdl leweLid KWwas IBwer than in beef and pork. It
WRXJKHU ZLWK D VSHFL{F WDVWH’" | Q hksQdibeTnételdviial tReQnQrbbeiUdfl those respondents
LW ZDV SRLQWHG WKDW 3«FKLOGUHQ D UwhoDlid @dt dgree-withl Fhe wbQievitRiggd assertions
DQG LW PLJKW QRW EH XVHG LQ WKH G lwasWmaR (3.39Kdn® @A) idspectivefyWThe respondents

the same time, there were respondents who asserted expressed a similar opinion on the nutritional value of
WKDW YHQLVRQ ZDV 3« YHU\ KHDOWK\ Ku¥$Rdh G GHIIdfy@édFandDIBB did not agree with
GLHWHWLF’ the assertion.

The majority of the respondents (57.3%) said The assertions on purchases of venison indicated
that venison was healthy, of high quality, with a that the consumers loved to buy venison for holiday
low level of cholesterol, environmentally clean, and feasts (67.2%) and loved to buy venison if the
hypoallergenic (appropriate for being consumed by price were acceptable (65.6%). Only 18% of all
allergic people and children). The respondents stressed the respondents said that they did not want to buy
the environmental criteria as quality characteristics of venison.

YHQLVRQ 3LW LV *02 IUHH IUHH Rl IRRG FAténioK basQd Ye paRiR&the respondent replies
supplements, antibiotics, growth hormones, and other to Assertion 7 — about half (47.5%) agreed with the

FRPSRQHQWY QRW QHHGHG DQG KDUP I Xa&serfioh thetRH@ywdidPrdtikiow where to buy venison
3)LUVW WKLY PHDW GRHV QRW RULJL Qandwhly al tdiRl Bf the te¥pangdéntsi3.0%) knew where

raised animals (as broiler meat and pork from livestock it was possible to buy venison. Similar replies were given
specially fed to grow faster and be ready for selling). to Assertion 12 ( Venison is not offered at a store ) —
Second, it contains a lot of nutrients that have formed 50.8% agreed and 39.3% had no opinion.

QDWXUDOO\" $W WKH VDPH WLPH LW ZDV Qhe\Wett Gaivthié DegpondensLhedrM@t seen venison
KDG D VSHFL¢{¢F FRORXU WDVWH DQG VPHOte assortment of stores and did not know where

Further in the survey, the respondents expressed to buy it is proven by their replies regarding venison
their opinion on various assertions regarding the purchase prices. The most frequent reply to the assertions —
and consumption of venison. the price of venison at a store is acceptable to me
The respondents were provided with three reply and the price of venison at a store is too high — was
options: 1 — | agree with the assertion, 2 — | do not WKH UHSO\ RSWLRQ 3, KDYH QR RSLQLRQ RQ \
agree with the assertion, and 3 — | have no opinion 85.2% and 86.3%, respectively, which indicated that
RQ WKH DVVHUWLRQ *LYHQ WKH VSHFL ;thRe/consRriers/HaiR hbtsednLéMéshun the assortment
of deer farming, the third reply option was included of stores.
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Purchase and consumption of venison assessed from the viewp

Table 1
oint of consumers in Latvia

No. Assertions Percentage distribution of respondent replies
agree do not agree do|not know

1 More and more people consume venison 14.9 36.1 49.2

2 Deer are raised on Latvian farms for meat 78.7 1.6 19.7

3 | would love to buy venison for regular consumption 29.5 36.1 34.4

4 | would love to buy venison for special holiday feasts 67.2 13.1 19. 7

5 | would certainly buy venison if it is available at stores 36.1 29 5 34.4

6 | would certainly buy venison if its price is acceptable to me 65.6 6. 6 27.9

7 | do not know where | can buy venison 47.5 31.1 21.3

8 | would buy venison even if | have to go to a special store 23.0 41.0 36.1

9 | do not want to buy venison 18.0 63.9 18.0

10 The price of venison at a store is acceptable to me 6.6 8.2 85.2

11 The price of venison at a store is too high 9.8 6.6 83.6

12 Venison is not offered at a store 50.4 9.8 39.3

13 Venison is healthy, as the cholesterol level in it is lower than 57.4 0.0 12.6
in beef and pork

14 | Venison is healthy, as animals are raised in the natural 77.0 3.3 9.7
environment

15 The nutritional value of venison is higher than that of 55.7 3.3 41.0
traditional meat

16 Venison is soft and juicy 41.0 29.5 9.5

17 Venison is easy to cook at home 45.9 19.7 34.4

Source: author’s calculations based on the survey results

3. Consumer motivation and behaviour on the
venison market

According to the survey, price did not always played
the crucial role in purchasing food, yet, it is important
to ascertain consumers’ opinion on the preferable price
of venison on the market for the purpose of planning
the development of deer farming. First, it was found out
that the respondents considered venison an expensive
meat of special category. The range of prices mentioned
by the respondents was very broad — from LVL 1.50 to
LVL 50.00 per kilogram of venison. The average
SUHIHUUHG YHQLVRQ SULFH UDQJHG
191 “

An analysis of the frequency and sites of purchasing
venison showed that only 27.9% of the respondents had
bought venison or its products. As the site of purchasing
venison, the respondents mentioned the store Desa&Co
in Riga, in some cases venison was bought directly from
its producer or from hunter teams (venison from deer
hunted in the wild). Those respondents who had never
bought venison said that they had eaten venison of deer
hunted in the wild by their relatives or friends or tasted it
at degustation fairs or during a tour on a farm.

As regards replying to a question what encouraged
them to buy or consume venison, many respondent
UHSOLHV ZHUH DV whaOOHRzad indthe forest
has to be eaten
the respondents who consumed venison of deer hunted
in the wild by their relatives or friends. The respondents

72

who bought venison at a store mainly had an opinion that
they just tasted venison as well as consumed it because
it was healthy and unpolluted.

According to a survey conducted in Russia, the
VLIQL¢FDQFH RI WKH FRXQWU\ RI
depends on the category of goods. It is especially
important for such food necessities as meat, fruit,
YHIJHWDEOHV ITUHVK ¢VK HWF +RQNDQHQ

In Latvia, consumers pay special attention to products
of local producers when making a purchase decision. One
Rl WKH PRVW VLJQL,FDQW IDFWRUYV

RULJLQ WR D J

YUHZHU

IRU WKH FKRL

| U R Rndatg products, along with price and taste, is the place

of origin. Latvia as the place of origin of venison as a
VLIQL,;FDQW IDFWRU IRU SXUFKDVLQJ PHDW ZDV P
86.9% of the questioned individuals.
The present and potential demand for products
determines the development of deer farming, thus,
the respondents’ wishes regarding purchasing venison
in future and the preferred venison purchase site were
LGHQWL¢HG )LIXUH 7KH VXUYH\ UHYHDOHG WK
the respondents wanted neither to buy nor to consume
venison. However, the majority of the respondents were
interested in using venison in their diet and pointed that
if they decided to purchase venison in the near future,
they would prefer to buy it directly from the producer
(36.1%) or at a specialised store (29.5%). As other

° 6XFK DQ DVVHUWLRQ zZDV Hysfered/sitesdor pyrchasing venison, the respondents

mentioned a supermarket (8.2%), a farm product fair
(8.2%), and restaurants (3.3%). The most unpopular
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internet F 1.6

restaurant h 3.3
would not buy :
venison h 4.9

farm product fair h 8.2
supermarket ﬁ 8.2
other | ©.2

\

specialised meat \ :
i i #imﬁ
| | | |
from a producer | — .1

% g 10 20 30 40

Source: author’s calculations based on the survey r esults

Fig. 3. Venison purchase sites preferred by customers in Latvia

Venison in restaurant menus 75.4

Information on ways of cooking
venison

Venison price equal to the price of 36.1
beef, pork 63.9

52.5
47.5

Possibilities for purchasing meat | 41.0
products 59.0
. | 47.5
Greater purchase opportunities = 55 5

% 10 20 30 40 50 60 70 80

Information on venison quality

Uno Myes
Source: author’s calculations based on the survey resu Its
Fig. 4. Consumer motivation for purchasing venison and its pro ducts in Latvia

venison purchase site was the Internet (1.6%). In case In European countries — Germany, Denmark, Great
WKH UHSO\ RSWLRQ :RWKHU " ZDV FKRVH® UIRVUD WMXHD QGHWMKHUBBIFK 5HSXEOLF # ZKHUH F
venison purchase site, the respondents explained that RI GHHU IDUPLQJ HQWHUSULVHV ¢W WKH VW
they would probably buy venison from familiar hunters, enterprise, venison is mainly sold in the local market, on
thus, purchasing venison of deer hunted in the wild. the spot on farms, at agricultural fairs, or sold to public

In Europe, venison sales are often practised on the catering companies. In this aspect, researches of LVAEI
spot on farms. It is related with consumers’ opinion scientists Melece L., Romanova D., and Sena |. (2008),
RQ IRRG TXDOLW\ &RQGXFWLQJ D VWXGWwhiBhQseWtldi e¢oRanAP Midble priorities for food
understanding of meat quality, Becker T., Benner E., and production, have to be stressed. Medium and large meat
Glitsch K. (2000) point that consumers prefer to buy meat enterprises have to focus mainly on export markets and
at specialised stores, while purchasing meat directly from the regional market. Small meat enterprises, in their turn,
a producer is the third most popular meat purchase site have to focus their sales on the local market (Melece,
(Becker et al., 2000). Romanova, Sena, 2008). The majority of deer farming
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HQWHUSULVHYVY LQ /DWYLD ¢(¢WV WKH VWDW&NIksioR:FUR HQWHUSULVH
DQG DFFRUGLQJ WR VFLHQWL¢F VWXGLHV Ba&6 oriths sukiéyHReFddtMor Rdncludes that the
PRVW VLIQL,FDQW PHDW SXUFKDVH FULWHULD I

other countries, the most popular type of sales for them

is direct sales. According to the survey performed by the
author, an opinion prevails among consumers in Latvia
that meat and its products are human-health-friendly

and of high quality if these products are purchased from
a local producer.

&RQVXPHU PRWLYDWLRQ VWXGLHV VHUYH

target audience and further marketing activities (Sheth,
2011; Kotler et al., 2008; Malhorta, 2006). From the
supply side, a broad assortment is a prerequisite for
stimulating demand. It means that the development
of venison processing is directly related not only
with broadening a product assortment but also with
increasing demand on the market (Michelsen et al.,
1999).

The determinant criteria, based on which consumers
purchase meat and its products and which, largely, reveal

WKH FRQVXPHU PRWLYDWLRQ ZHUH LGHQW

(Figure 4).

The venison price being equal to the price of beef
and pork would motivate the questioned individuals
most to buy and consume venison and its products
(63.9%). The possibility to purchase venison products

VDXVDJHV VPRNHG SURGXFWV
etc.) would motivate 59.0% of the respondents, while
greater availability of venison could motivate 52.5%
of them. Of the respondents, 47.5% pointed that
information on quality characteristics of venison, ways
of cooking venison, and recipes would motivate them
to buy venison. Only about a fourth (24.6%) of the
respondents noted that the availability of venison in

VHPL <‘,QL\£“I§j

are the quality and taste of meat, while the majority
of customers pointed that they used an opportunity
to purchase quality meat at a lower price, i.e. by
avoiding retailers.
The consumers were informed about raising deer on
[ Brlarlr@riLQu¥iel\ds Quhl Wthdtharacteristics of
venison. However, they had no information on the
possibilities to purchase venison, the sale sites, and
the market price of venison.
The consumers pointed to specialised meat stores,
farm product fairs, and deer farms as the best
venison purchase sites. At the same time, they
stressed that food trade via the Internet was not
developed in Latvia, although there were several
Internet sites offering hunted animal meat, mainly it
was wild animal meat.
fiieH SosSitfiidd Kbt plirtaget Venison in Latvia
are limited and episodic. Venison and especially
its products are available to customers in limited
guantities. Although consumers are increasingly
interested in using venison in their diet, there is no
reaIFPoint of contact among producers, processors,
Kayers. YiGute &Y Yn limited availability of
venison and the possibilities to purchase venison.
The respondents’ replies to a question about the
origin, value, and purchase possibilities of venison
products indirectly revealed that the consumers
were poorly informed about it.
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AGRICULTURAL LAND MARKET IN POLAND AND
THE EUROPEAN UNION
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Faculty of Economics, Warsaw University of Life Sciences — SGGW

Abstract.  The aim of this study was to compare the agricultural land market in Poland and in the selected countries
of the European Union. The present paper compares the price changes of agr icultural land in Poland and the EU.
This research contains the information on institutions involved in agri cultural land management in the selected EU
countries. The paper presents the current state of the Polish market and i ts prospects for the land. Therefore, the
development of the agricultural real estate market in Poland covers the years from 2004 to 2012. Agricultural land
market can be described by agricultural land resources, a form of possession of land, soil quality, lease payments, and

DJULFXOWXUDO ODQG SULFHV $JULFXOW X UD PRONQD B VUKW BVJ HOR3 BOIYGI® RSPIHQW +RZHYHU
WR GHWHUPLQH WKH VL]H RI DJULFXOWXUDO UH BOWRYW D BVGIVBH MODRWGH VDU BRIV UGIFER UTBHDR | W K

of agricultural land. The main characteristic of the agricultural market is the price. Agricultural land market in Poland is
of a great interest to investors despite some problems related with the lack of liquidity of the land. One believes that
the land market opening to foreigners should stabilise the agricultural | and market in the short term.

Key words:  agriculture land market, land management.
JEL code: F16, R19

Introduction 2012). This paper presents the problems associated with

In Poland, the land area and its quality is still very the land management. The study of agricultural land
important in the formation of production. Some analyses market was characterised mainly by the land prices. The
show that the quality of land is one the main factors results presented relate with land prices, area, and land
RI SURGXFWLRQ HI¢(FLHQF\ EHFDXVH RI Dluplityclihesisrof e kepearcirere twofold: 1) to
technology (Wicki, Dudek, 2009). The direction of change compare the level of land prices; and 2) to compare the

was seen in recent years, i.e. an increase of the land dynamics of changes in agricultural land prices. The data

SURGXFWLYLW\ WKURXJK LOQWHQVL:,FDWLRYHS §ORUKXHFWRG 8 IPBRWURP WKH EDVH RIL WKF
change the fact that land was limited and at the same APA in the period from 2002 to 2012.

time it was an indispensable means of production in
agriculture. In developed countries, which are strong
in economic terms, the production provides a certain
degree of independence from the land of agriculture as
a means of production. The European agricultural model
is aimed at reconciling the land as a factor of production
and environmental aspects of the environment (Kauko,
d’Amato, 2008). Institutions that are responsible for land

1. Agricultural land management

The functioning of the agricultural land market
is regulated by a set of laws that apply to trade with
land, sales, and exchange of land. In individual
countries of the European Union, various institutions
have been established for this purpose. In Poland, the
Agricultural Property Agency (formerly the Agricultural
management have been established in the majority of Property Agency of the State Treasury) is an institution

the EU Member States. Attitude towards the land shows responsible for agricultural property owned by the

WKH LPSRUWDQFH RI WKLV IDFWRU ,Q wRACREFSR o'MR | AIE BV PIRIRS its activity
. ) . ; based on two legal acts: the Act on the Management
advisors, agricultural land will be the best investment of

capital in the current year. The aim of this study was of Agricultural Real Estate of the State Treasury dated

. . . . 19 October 1991 and the Act on the Formation
to compare changes in the price of agricultural land in

Poland and in the selected countries of the European of Agrlcultural System datgd 11 APHI 2003. The
Agricultural Property Agency is responsible for:

Union. — creating and improving agricultural land structure
of family farms;

Research results and discussion — creating conditions conducive to the rational use of

Agricultural land market can be described by the productive potential of the Property Stock of the
agricultural land resources, a form of land possession, State Treasury;

soil quality, lease payments, and agricultural land prices. — restructuring and privatisation of the State Treasury

7KH DJULFXOWXUDO UHDO HVWDWH PDUNHW prapevtykisedfot yficultigal plikboBed, H
cQGV WKH ELJIJHVW SULFH LQFUHDVH UH O B-W eal estaid ahdrotef &btktg 6 hé)SEdteDT@asury to
assets. It should be noted that the price of agricultural be used for agricultural purposes;

land has been growing steadily since 2004; however, — administration of the resources of the State Treasury
WKHUH LV VRPH VORZGRZQ LQ WKH JURZW KrogthHivebded\d Adridultural purposes;

1 gRUUHVSRQGLQJ DXWKRU 7HO ID[
E-mail address UREHUWBSLHWU]\NRZVNL#VJJZ SO
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— organising support for private holdings on land of the
State Treasury.

The Agricultural Property Agency can also acton behalf
of the State to exercise control over the agricultural land
market and, if necessary, intervene with pre-emption of
the state law. As a result, the Agency may take decisions
distribution of acquired properties (http://www.anr.
gov.pl). In Poland, the Agricultural Property Agency
performs tasks, which are in line with the activities of
the institutions shaping the structure of the market for

property rights to agricultural land. The central body in
charge of agricultural land was established in the new EU
Member States as well as in the mentioned EU countries.

In Hungary, the National Land Fund (NLF) responsible

for purchasing of the abandoned property and the
management of state-owned land operates from 2002. In

/ILWKXDQLD /DWYLD DQG &URDWLD WKH WDVN

is controlled by administration of the government, which
is supervised by the central state authorities. In Latvia,
the responsibility for the restitution of land ownership

DJULFXOWXUDO UHDO HVWDWH LQ WKH 3RS UndértdkenPlly Hhid o@hitt@) \borhiviittee of land with

In France, the institution managing agricultural
land is the SAFER (Federation Nationale des Societes
d’Aménagement Foncier et d’Etablissement Rural), which
acts as a joint stock company and has been under the
control of the body of public authorities since 1960. The
SAFER like the APA performs control of the purchase and
sales of agricultural land. Any purchase or sale shall be

LWV DI¢(¢OLDWLRQV RQ WKH OHYHO RI

However, the land committees were liquidated after
1997 and their job were taken over by the State Land
Service operating under the supervision of the Ministry of
Justice. The State Land Service is responsible for keeping
a record of real estate cadastre and collecting data on
land prices. In Bulgaria, the institution responsible for the

UHJLVWHUHG E\ WKH QRWDU\ RI¢FH WR 6ifnp{@nertaitr-df thi€ W okvdvHership and use of land
ULJKW RI ¢UVW UHIXVDO 7KH 6%)(5 FRQWasQ@uwjeczivid the m@io@Dagi@ultural commission

holdings in order to increase, consolidate, replace, or use
them for public purposes.

In 1990, Germany started the privatisation of the
former East Germany agriculture. The State Treasury

SULYDWLVDWLRQ ZDV FRQGXFWHG E\

Treuhandtanstalt. From 1992, this task is performed

E\' WKH &RPSDQ\ 9DOXDWLRQ DQG

(Bodenververtungs und Verwaltungs GmbH) and
supervised by the Federal Ministry of Finance. In

WB WD HYBFEGH

under the control of the Ministry of Agriculture. The
restitution of ownership rights to the land is regulated
by courts from 1992. In addition to the land, which was
privatised in Bulgaria, there is a free state-owned land

State Treasury is sold or leased through public tenders by

/ D QlGcal authQriekisupengds@d by the Ministry of Agriculture.

The responsibility of the authorities is the development
of land management programmes of the State Treasury

*HUPDQ\ WKLV IXQFWLRQ LV DI,OLDWHG \&Rroied by iHe @iGisiriAds AyticDiivre. RQithuania, the
/IDQGTV QDWLRQDO RI¢FH XQGHU WKH OLQLVWU)

of Rural supervised by the Federal Ministry of Agriculture.
The tasks of the association are to purchase, use, and
collect free land areas to improve the structure of farms
in Germany. Associations like the French SAFER have the

responsible for the use of the State Treasury land. The

IR, WHDOHYV DQG OHDVH

UHJLRQV

,Q &URDWL

2¢FH LV UHVSRQVLEOH IRU WKH UHVWLWXWLRQ

the sales and lease of land, and land administration.

ULJKW RI ¢UVW UHIXVDO RI DJULFXOW XU D ®lodover Gt Eodperates ith theDstateXdnt) te@stration
VI\VWHP DQG FDGDVWUH ,Q WKH &]HFK 5HSXEQC

new territories in the land reclamation, conducting
modernisation of old objects, and construction of new
livestock buildings and residential buildings. The Agencies
evaluate real estate purchases for public projects.

7KH 6KDSLQJ &HQWUH 3URSHUW\

Land Fund is responsible for privatisation and restitution
of property rights to agricultural land. The Fund can

FRPSHQVDWH IRU FRQ¢VFDWHG SURSHUW\ E\

) X Q @& cai BIs6bValoc&eHpubli® property for the purpose of

JRUPD]LRQH GHOOD 3URSULHWD &R QW D GlanQ.Csimilasly,3agricuttyraMand/man@gement is carried
RXW LQ 60ORYDNLD 7KH 60RYDN /DQG )XQG )RQ
&)3& KDG VLPLODU UHVSRQVLELOLWLHYV [BWvéngkY VEPRY ¢ansRUQLYlahdyedswirk &hd borders
(XURSHDQ FRXQWULHV $W WKH PRPHQW of\Woindr |&nd®&neBsUdrr&5tit@tibinv

Italy from 1948. At the beginning of its activities, the

trainings for farmers.

In contrast to the previously described countries,
there are two land institutions in Belgium managed by
the State Treasury: the Flemish Association of Land
(Vlaamse Landmaatschappij - VL) and the Walloon

2. Agricultural land in Poland and the EU

In 2005, after Poland's accession to the EU,
agricultural land accounted for about 16 million

hectares, representing 51% of the total area of the

5XUDO 'HYHORSPHQW 2I¢FH /T121¢FH GH cobnty! RdRéufurhPI&h@ dvea systematically decreases

rural wallon - OWDR). The Flemish Association of Land
collects data on agricultural land in the region of Flanders

and deals with the promotion of rural development
and environmental protection. The task of the OWDR

because of land set aside for investment or excluded
from agricultural production. The development of the
agricultural land market caused, among others, changes
in the political system through the transfer of land from

LV FRQGXFWLQJ UHVHDUFK LQ WKH ¢(¢HOGNVRH GXE@O LERVOHFWRGDWR WKH SULYDWH VHFWR

collection, and consolidation of land surveying. The

of agricultural land on a farm in Poland was 10.38 ha

JOHPLVK $VVRFLDWLRQ RI /DQG KDV WKH ULFKW RFDEYW UNKRDOWKH FKDQJHV LQ WKH D

land according to the environmental protection projects.

of agricultural land on the farm in the years between

$SDUW IURP WKH 2ROG" (8 OHPEHU 6W D2Wosl ¥nd RS2 DUKAIZ XHR Greriod, the average area

also take into account those European countries,
which have operated the central control model of the
economy in the previous century. For those countries,
the primary purpose was the privatisation of land or
state cooperative agriculture, and restitution of the

Economic Science for Rural Development No. 32, 2013
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of agricultural land holding in the above-mentioned
regions followed a similar pattern. The highest average
area of agricultural land on the farm is observed in the
following provinces: Zachodniopomorskie, Warminsko-

PD]XUVNLH DQG /XEXVNLH 7KH VPDOOHVW DY
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Table 1
The average size of agricultural land on a farm in Poland by pr ovine
in the years between 2006 and 2012
Province The average area of land on the farm in hectares
2006 2007 2008 2009 2010 2011 2012
Dolnoslaskie 14.63 15.08 15.35 15.52 15.72 1601 16.p5
Kujawsko-pomorskie 14.47 14.65 14.79 14.94 15.01 15,04 15.p04
Lubelski 7.15 7.28 7.34 7.4 7.4 7.46 [.45
Lubuskie 18.88 19.34 19.67 20.11 20.32 20.82 20.78
/IRG]INLH 7.19 7.3 7.34 7.41 7.42 7.49 1.52
Malopolskie 3.62 3.71 3.75 3.8 3.83 3.86 3.88
OD]JRZLHFENLH 8.17 8.36 8.37 8.44 8.44 B8.52 8.5
Opolskie 16.72 16.86 17.46 17.71 17.83 18,0 17.99
Podkarpackie 4.23 4.38 4.41 4.46 4.47 4.54 4.56
Podlaskie 11.72 11.87 11.96 12.05 12.11 12(22 12.2
Pomorskie 17.99 18.3 18.48 18.82 1B8.84 19.0 18/94
Slaskie 6.2 6.53 6.55 6.71 6.83 7.01 1.14
6ZLHWRNU]J\WNLH 5.18 5.31 5.33 5.39 5.42 5.49 5.49
:DUPLQVNR PD]XUVNLH 225 22.68 22.81 22.95 2p.95 23.07 22.88
Wielkopolskie 13.2 13.37 13.36 13.46 1B.43 13.47 13.41
Zachodniopomorskie 28.37 29.18 29.68 30.15 30.3 3Q0.7 30/67
Source: ARIMAR
Source: author’s construction
Fig. 1. The area of arable land in the provinces in the period from 2004 to 2011
agricultural land is located in the provinces: Malopolska, VWXG\ SHULRG $ VLPLODU VLWXDWLRQ LV VHHQ L

3RGNDUSDFNLH DQG 6ZLHWRNU]J\WNLH while a decrease of the land area has been observed in
$FFRUGLQJ WR WKH &HQWUDO 6WDW LV Whe piovince frora B00$ JULFXOW XUDO

&HQVXV WKH DUHD RI KRXVHKROGYV KD Ng@GHZ sheid Yhid @ropdrtion of arable land in the

6.5% compared with 2002. This, in turn, involves the total area of agricultural land in the second year after

reduction of sown areas on farms by 3.1% and reduction Poland’s accession to the EU. It can be seen that land

of the area of agricultural land by 8.3%. use has more advantages in the Western part of Poland

Figure 1 shows the changes in the area of arable related with the total surface area.

land in the provinces in the period from 2004 to 2011. Agricultural land market in Poland is in a constant

The largest area of agricultural land is observed in VWDWH RI GHYHORSPHQW +RZHYHU LW LV GLI¢FXO
Wielkopolska region. It has not really changed during the WKH VL]H RI DJULFXOWXUDO UHDO HVWDWH EHFD.
78 Economic Science for Rural Development No. 32, 2013
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brak zjawiska - ‘\I
o o phenomenon
6RXUFH - %DQVNL 3ROLVK $JULFXOWXUH $WODV
Fig. 2. The share of arable lands in the total area of agricultural land, 2005

---#---  medium

T T T T
2002 2003 2004 2005

Source: author’s construction

Fig. 3. Dynamics of changes in agricultural land prices (poor, medi

T T T T 1
2007 2008 2009 2010 2011

um, and good)

in the years from 1999 to 2011

lead to transaction summary records of the transfer of
agricultural land. From July 2003, the APA is obliged
to monitor the private market, evidencing the area of
the property. As it was mentioned previously, the land
market in Poland is monitored by the APA, which sells or
leases land of the State Treasury. Buyers of agricultural
land from the APA are mainly individuals and farmers
managing their farms. Legal entities - companies
engaged in agricultural production are in the vast

Economic Science for Rural Development No. 32, 2013
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minority. In addition to this market, there are individuals
who make sales or donations. This applies in most cases
to minor property. It should also include transactions
made by investors when buying agricultural land for
investment purposes (change of use of agricultural land
for construction purposes or recreational).

Transactions with agricultural land in Poland may be
determined on the basis of the data from the Ministry
of Justice, which obtains these data from notaries. The
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Source: author’s construction

Fig. 4. The average price of arable land in Poland, in thousand PLN per
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Fig. 5. Price changes in the selected European countries in the period

overall agricultural real estate in Poland is determined
by the number of sales transactions and donations.
Therefore, the Ministry of Justice is another institution
that collects information on agricultural real estate
market. Some differences have appeared after 2004
(the EU accession) with regard to the dynamics of price
changes due to the quality of soil. Prior to 2004, changes
LQ DIJULFXOWXUDO ODQG SULFHV ZHUH L Gh¥ avkeage; friCe@Mandbin\20d2Jat 25,000 per hectare
the prices for all types of land are increasing, while
the largest increase is seen for the poor quality land
(Figure 3). The explanation for such changes on the land

of 2005-2010

market is related with the direction of the previously
mentioned investments of private investors.

In Poland, one can notice the biggest changes in the
prices of land in Europe. Figure 4 shows the changes in
the prices of arable land in Poland after the year 2004,
which turned to be crucial for the agricultural land
market. An increase in land prices amounting to 278% of

has been observed since Poland’s accession to the EU.
The progressive increase in the price of agricultural
land is probably due to the general belief in the growth of

Economic Science for Rural Development
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Source: author’s construction

Fig. 6. The average rate of changes in the period from 2005 to 2011
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Fig. 7. The average price of agricultural land in the selected European

demand for land in 2016. This year the Polish market is
going to be opened to foreigners. Moreover, it is expected
to increase the level of direct payments (this follows
IURP WKH DVVXPSWLRQV RI
Policy) in the years 2014 — 2020. It seems that in the

Economic Science for Rural Development No. 32, 2013
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40000 —|

50000 —

countries in 2011 (EUR/ha)

face of uncertainty, the purchase of agricultural land is
a good investment. Problems that shall be overcome
by the investor include restrictions introduced by the
WKH (8 &RPP®ih gbvdthiment.Qt\VisXhedesdary to be a farmer and
to cultivate the land in order to use the subsidies. The
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second problem is the need for large capital investment.

where a hectare of land costs USD 65,449. Land prices

$FFRUGLQJ WR HFRQRPLVWY RQH QHH G &fe dttfactikedor farme@ D Gérm@n@or the Netherlands

resources at least PLN 200,000. It should be noted that
the purchase of land is treated as a kind of long-term
investment (3 - 5 years). The solution to this problem is
the placement of capital in the investment fund of land.
The investment fund earns from the increase in value of
land direct payments and the sale of agricultural crops.
The projected rate of return on the fund is 10-16% per
annum after taking into account the management fees.
Another way is to give money to companies that buy
agricultural property situated in the prime locations.
Then, the purchased agricultural land is converted
into building lots, the value of which is higher than the
agricultural parcel. These companies sell the purchased

butthere are land market restrictions in Poland associated
with fragmented supply from small farms. It results is
LQ GLI¢FXOWLHV IRU IDUPHUV WR EX\ PRUH WKDQ
The exception is the sales of land of the former state
farms managed by the APA. Unfortunately, the supply of
land is only in few provinces so it is impossible to expand
households in all the country. Rising land prices can slow
down the process of expansion of farms in Poland. The
increase in land pricesin Poland, however, is normal owing
to the factors like the EU accession, the global economic
crisis etc. It should be noted that the land prices have not
risen as much as in other European countries. The prices
of agricultural land in Poland have increased by about

SURSHUW\ WR LQGLYLGXDOV RU LQVWLW X3820REQdr largi)ifrtheyaar2004-201H) ddmypated with

from the difference in the prices of agricultural land
and buildings. The difference between the price of land
in Poland and other EU countries is large. In particular,
these imbalances can be seen when comparing the level
of land prices in the provinces. Figure 5 shows the land
prices in the selected European countries. During the
study period, one can see that the prices in different
European countries were similar with the exception of

the world average (400%). However, in Romania, the
price of land has increased by 1817% and in Hungary up
to 800% in the same period. Looking at the experience
of other countries, one should consider a further increase
LQ ODQG SULFHV 'XULQJ WKH FULVLV (QDQFL

UHFRPPHQG LQYHVWLQJ LQ JROG &DQ WKH LQYHVW

be treated similarly? Agricultural land market in Poland
is of a great interest to investors despite some problems

,UHODQG ZKHUH ODQG SULFHV KDYH G H Ftelbt@\its theLlack Lof Rdniditw 6f\land. The author

Figure 6 presents the average rate of change in the
period from 2005 to 2011. One can see that the biggest
change was observed in Poland and the countries of the
former Eastern Bloc countries.

The land market in the old EU countries reached a
stability that cannot be said for other countries like Poland

DQG WKH &]JHFK 5HSXEOLF +XQJDU\

and Estonia. It seems that the land market in Poland
may continue to grow, i.e. prices of agricultural land will
increase in Poland. In addition, one will notice a difference
in the prices of land in the Western provinces of Poland
and the Eastern Europe. After opening the land market
to foreigners in the Western provinces, land prices may
increase due to the interest of investors from Germany
and the Netherlands, where land prices are much higher.

Figure 7 shows the average prices in the selected EU
countries in EUR per hectare. For Poland, the average
prices are given for the private market (Poland private)
and the State Treasury (Poland by the APA). The highest
price of agricultural land is still in the Netherlands. The
price of land is below 2000 EUR/ha in Slovakia, Lithuania,
Latvia, and Estonia.

Conclusions
The agricultural land market in Poland has developed

VLQFH 3RODQGYY DFFHVVLRQ WR WKH (8

situation has an impact on the land market development.

Investors are looking for capital investment bearing
the lowest risk. Agricultural land in Poland is one of the
cheapestin Europe (USD 5,685 per hectare). In Romania,
the price is USD 5,030 per hectare. The most expensive
country regarding the price of land is the Netherlands,

82

expects that land market opening to foreigners should
stabilise the agricultural land market in the short term.
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Abstract . Processes of reduction of the dominating share of agriculture industry in
occurred in the Western Europe as far as in the 60s of the previous
not able to survive on agriculture production, have involved
various technical, and social services thus

the rural areas of Latvia as well. The land owners, who are

in multifunctional economic activities, such as tourism, craft, construction,
maintaining rural communities and their lifestyle. The research

century, have taken place in the last decades in

is devoted to the inclusion of the culture heritage in the

the employment structure, having

UXUDO WRXULVP SURGXFW LQ RUGHU WR SURPRWH LWV VXRKFRYVWIX®ODOGHYHRORBP\HQW DV G

Keywords:
JEL code: M31, L83

Introduction

At the end of the 20th century and at the beginning
of the 21st century, the rural area as a sub-system of
society and its development trends have become an

LVVXH Rl YDULRXV GLVFXVVLRQV 6LQFH WKHFBQRSWLRQ Wl & RURNFHVV LQ

declaration, declaring sustainable rural development as
one of the basic development principles of the European
8QLRQ &RUN
are in the focus of political and economic institutions.

The EU Rural Development policy 2007-2013 is focused

on improving the competitiveness of the agriculture and
forestry sector, the environment, the quality of life in rural

GLYHUVL,FDWLRQ RI UXUDO HFRQRP\

The result of economic activities in farms as in any
business activity depends on the external conditions,
a farmer's personality, and his/her competence.

The relevant knowledge and skills could become a
IDUP GLYHUV

it is not enough with the knowledge in agriculture
production; in addition, the knowledge is required

WKH LVVXHV RI UXUDtte chesep dors pfH @giditional activities of farm

UXUDO WRXULVP FXROGNWOFWH KHULWDJH DV

GLYHUVL¢{FDWLRQ ,I LW LV WRXULVP WKH NQR

business is of importance. Latvia has a wide range of
tourism resources: the diversity of landscape and
culture and historical heritage, areas of rich biological

DUHDV DQG HQFRXUDJLQJ GLYHUVL¢FDW ari@emhysicalisysiem$ wisa) Ravg mainly developed

(Rural development..., 2009). The Parliament of the
European Union has appealed to continue this policy in
the second decade of the 21st century promoting the rural

area as a place for diverse and inclusive development of
economic and living space to maintain rural communities
(European Parliament resolution, 2010). Similarly,

WKH WK (XURSHDQ &RQJUHVV RI

October of 2012 highlighted the role of rural tourism

in the development of rural space, maintenance of

rural community, and culture heritage (Innovative
Tourism..., 2012).

As regards Latvia, the Agrarian Reform of the

beginning of the 90s of the previous century resulted

LQ D ODUJH QXPEHU RI VPDOO VL]HG |D UGS the Minstry of Agnieaitvre. Q x¢f the Republic of Latvia.
The present study is

to exist; besides agriculture production is carried out

5XUDdhe7 pgtopd v pf  egparch.
of research and sociological methods were used:

DV XQWRXFKHG E\ FLYLOL]DWLRQ
largely determined by the skill of offering this product
to consumers.  The aim of the study:
historical district farmers’ willingness to
heritage as a tourism product and the most appropriate
version of the cultural heritage.

comparative analysis and synthesis.

7KH EXVLQ

to compare the
use cultural

General methods

The study is based on the documents of the

European Union and the Republic of Latvia,

the data

of

&HQWUDO 6WDWLVWLFDO %XUHDX RI /DWYLD Wk

the participants/farmers (N=269) of regional conferences

Methodology of the research.

E\ OHVV WKDQ D KDOI RI WKHP 7KH $JU Ibgseday thejtheorieg afgampstitien; risk management,

2010 gave evidence that 76.5% of privately-owned
farm land did not exceed 30 ha, and 56.5% out of
farms did not carry out agriculture production. Thus,
only 16.5% of farm residents worked full-time, but 83.5%
ZRUNHG SDUW WLPH &6%

and networking as well as the study of the perception of
culture heritage as a tourism product.

Businesses exist in competitive environment, and

competitive advantages of entrepreneurs determine their

WKHUHIRYSRY WXREWUHM LQ WKH PDUNHW

SHRSOH ZLWK LQVXI¢FLHQW ZRUN ORDG faatpisHhap pramategytke lagnehrab yew products and

in additional activities. The above described situation
enhances the necessity of promoting multifunctional
farming and studying the factors that could foster the
choice of multifunctional farming. Similarly to the trends

services, development and improvement of the existing
ones, improvement the quality, safety and design of
products, competition in production, sales of one type of
products or their substitutes or competition in providing

Rl ¢QGLQJ LQFRPH RXWVLGH WUDGLW L ReWVDes. If isapbaitke) fon_acustoroer (consumer), for

European Union, tourism has become one of the typical

the dominating situation in the market or its segment

IRUPV RI IDUPLQJ GLYHUVL¢FDWLRQ LQ /DRerer M.QKugmamR Libesmanig G.).

1 8RUUHVSRQGLQJ DXWKRU 7HO
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Table 1
(YDOXDWLRQ RI WRXULVP DV D IRUP RI IDUPLQRIGWKHUVHYSRYWERQWV

o ) 7TRXULVP DV RQH RI WKH IRUPV RI IDUPLQJ GLYHUVL,FDWLRQ
Territorial location of the — — -
respondents Positive, | am Positive, | don't No opinion No answer
ready want myself
J)DUPHUV IURP . XU]JHPH 7-28.0 12 -48.0 5-20.0 1-4.0
J)DUPHUV IURP 9LG]HPH 12-30.0 10-25.0 17-425 1-25
Farmers from Zemgale 25-29.1 22 -25.6 38-44.2 1-1. 2
Farmers from Latgale 38-314 37 -30.6 45 -37.2 1 -0.8
Total 82 -30.1 81-29.8 105- 38.6 4-15

Source: created by the authors based on the survey

7KH :RUOG (FRQRPLF )RUXP LGHQWLy dfGRural SToOriorD Uheld R October 2012, Bulgaria,
FRPSHWLWLYHQHVV WKDW PXWXDOO\ L ChightightBd-thé sdm@ Gpinlo AbXt ©QUFism as the rural
global competitiveness of an individual, a company, an population and cultural heritage preservation mode
industry, and an economy. (The Global..., 2010). (Innovative Tourism ..., 2012).

7KH GLYHUVL¢{(FDWLRQ EHFRPHV PRUH FRPPRQ LQ
rural areas; rural tourism in addition to agriculture

ORI X Research results and discussion
production, is gaining popularity. (Zobena A. etc., 2005;

6XVWDLODEOH '"HYHORSPHQW R &é];(%nsmm{ﬁr.?il: re\?vslial;vanantoffarmlng
ODXNVDLPQLHFLEDV VNDLWLVDQDV« 1 Vll—’llifJY\f) $| ! Q § ism the ai
/IDWYLMDV 7XULVPD DWWLVWLEDYV« TRIEP™M §1, gl greas ¢p @ type of tourism the aim

SDUWLFLSDQWYV LQ D UHVSHFWLYH PDUNYWNHS 1 Qo igjsappppeipgity to relax or

WKH VLIQL¢FDQFH RI FRPSHWLWLYHQHVV ©0Us8 HQYHH-AGCRMpestaron, W \greas on the

besides the analysis of conditions of competitiveness b§3|s of local social, culture, and natu‘re resources. Two .

in entrepreneurship, competitive environment in  the different terms.are used: rural tounsm and farm tognsm

respective industry should be studied (Kalve 1., 2005). or agro-tourism . (European Parliament resolution
&RPSHWLWLYHQHVV RI EXVLQHVVHV LV DVVRP:LDWHEBOPRER' - &K $V UHJDUGYV

risk situations. Risks are divided into external and risks rural tourism L W LV ,G HeQ H G D_V D WASH Rl EXVLC

manufactured by actors themselves (Giddens A., 1999). for the rural population not involved in agriculture

The risks caused by activities of the actors are closely sector; but agro-tourism LV GH¢QHG DV DQ DGGLWLRQI

connected with the choice of variants, but the choice of economic activity of farms involved in agriculture

a variant is in the hands of an individual (Luhmann N., production.
1993). In addition, the choice of the variant depends In 2010, the survey was carried out among the farm
not only on the general knowledge of actors, but also managers of Zemgale Planning Region, and the results
on the professional knowledge and the understanding showed that 2.5% of the respondents performed tourism
of improvement of knowledge for successful business activities as a part of their farm’s business activities
activities (Risk and ..., 2007). (Liscova A. etc., 2011; Liscova A., 2011).
Economic processes become more and more mutually 7R SURFHHG ZLWK WKH UHVHDUFK DQG WR ¢(Q
dependent, social networks (Ferragina E., 2012) and opinions all over the country, the survey was carried
HOHEWURQLF QHWZRUNV &DVWHOOV 0 RXWp DR RQF HSPHWIHSDQWY Rl WKH FRQIHUHQFH
involved in the business activities. The networks are by the Ministry of Agriculture in the autumn of 2012
applied in the design, improvement of the tourism regarding Latvian farmers’ opinion on rural tourism. In
product, and they are used to inform the target audience addition, the opinions of the representatives from all
about the product (Latvijas Turisma..., 2008). IRXU UHJLRQV =HPJDOH .XU]JHPH O9LG]JHPH DQG /D)
&XOWXUH WRXULVP LV RQH RI WKH Iavaregarging toursx @s anp of the forms of farming
concerned with culture activites and artefacts. GLYHUVL{¢FDWLRQ ZHUH FRPSDUHG LQ VFRSH RI
However, only a part of culture activities could be The results showed that 59.9% of all respondents gave
referred to as culture heritage. The draft of the Law on a positive evaluation to the development of tourism. On

1IDWLRQDO &XOWXUH +HULWDJH RI /DW Y L DWAKWi DRWHK/HW KKODAR @/ K BIOFPPRMMX WHE R ¢ IWKYV RI WKH UH\
KHULWDJH UHIHUV WR 3WKH HQWLW\ RI NQRthavei@y epingmMat @OV YDOXHV

models of behaviour, and practice having been created The analysis of the opinions concerning the
by an individual, group, community in interaction with geographical location led to the following conclusions.
environment, history and nature and then inherited from 7KH UHSUHVHQWDWLYHV RI .XU]JHPH UHJLRQ ZH
JHQHUDWLRQ WR JHQHUDWLRQ ~ 7UDGLFRR QW DD WNRZDWXSYWDWRXULVP DV IDUPLQJ GLYHUV
2011) Rural tourism, especially agro-tourism, is a WKH UHSUHVHQWDWLYHV RI RWKHU UHJLRQV WKRYV
branch with the help of which it is possible to retain region, who did not have an opinion, accounted only for
various aspects of ancient legacy, if the new functional RQH ¢IWK
meaning is possible to create in the new context As regards general evaluation and willingness to get

9LNH JUHLEHUJD 9 7KH WK (XUR SidbIged&RtQuiisirHpéigonally, it is interesting to note
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Source: created by the authors based on CSB data
Fig.1. Trends of inland travelling in Latvia
Table 2
The evaluation of culture heritage as tourism product (% of the respondents)
Culture heritage as tourism product
Territorial location of v Positive, but
the respondents ery LQVXI¢ FLHQW Not ready No opinion No answer
positive
knowledge
JDUPHUV IURP . XU]JHBH36.0 5-20.0 10-40.0 1-4.0 -
J)DUPHUV IURP 9L|G]H#H3+HB2.5 4-10.0 6-15.0 16 —40.0 1-25
Farmers from Zemgale 22 -25.6 15-17.4 16 — 18.6 32+3 7.2 1-1.2
Farmers from Latgale 30-24.8 23-19.0 18 -10.7 54— 44. 6 1-0.8
Total 74 -27.2 47-17.3 45-16.5 1p3-37.9 3-1.1

Source: created by the authors based on the survey

WKDW .XU]JHPH DQG /DWJDOH
opinion but did not plan to get involved themselves in
the rural tourism, i.e. they showed less than average
interest in it.

The expressed opinions could be connected with recent
(2010 — 2011) inland travelling trends. Even though
in 2011 the number of holiday travellers around Latvia
has increased by 1.4%, the destinations have changed
giving priority to nearby places. That is why there is
an increase in Riga and Zemgale region, but there is
D GHFUHDVH LQ 9LG]JHPH .XU]JHPH
A more detailed analysis will be possible after the
publication of inland travelling data of 2012 that could
show the development of the process in the time period
of three years, taking into account that the survey took
place at the end of 2012.

The change of inland travellers’ destinations could

DQG

IDUPHUV HI[BUhkeWOUHS® pro®uBtY HMieVErN] a positive attitude

towards culture heritage as the tourism product does not
mean readiness of starting this form of tourism activity,

since every sixth respondent having a positive attitude
towards culture heritage as the tourism product stated
that he/she was not ready for such a challenge and
HYHU\ VLIWK UHVSRQGHQW =
knowledge.

As regards the ideas for the product that could attract
tourists, the respondents suggested food (26.8%),
hADAW/ArR RH4A%) HeddtR23.4%), traditions (24.4%),
historic places, places of attraction and landscapes
(11.0%) thus offering a wide range of options.

3. From opinion to action
A positive attitude towards tourism as an economic
activity does not signify that all such opinion holders

LQAXHQFH WKH LQWHUHVW RI JHWWLQJ laf YifR6Néd & Ik Qr W8 Xréhty/ Bo Be/ involved in

D IRUP RI
numbers of guests and higher income.

2. Culture heritage as agro-tourism product

The respondents’ attitude towards culture heritage
as a part of the tourism product was rather positive.
Thereby, 44.5% of the respondents gave a very positive
or positive evaluation to the inclusion of culture heritage
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of respondents dealt with tourism or were ready to
GR LW 7KH DXWKRUV VWXGLHG WKH
of the above mentioned group in order to outline
further steps in evaluation and promotion of rural
entrepreneurship.

However, the results show that the group ready
to start this business activity was not homogeneous:
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Table 3

7KH RSLQLRQV DFFHSWLQJ WRXULVP DV IDUPLGJILEIFOKINLIRG RWERQVDXQQUH KHULWDJH

in the tourism product (% of respondents in the respectiv e group)
Incl. territorial location
Total
Kurzeme Vidzeme Yemgale Latgale
Very positive 8 —46.3 6 —85.7 6 —50.0 13-52.0 13 + 34. 2
BRVLWLYH EXW LQVYX3zEEHQW 0-0.0 1-83 3-12.0 9-237
knowledge
Not ready 4 —-4.9 1-14.3 1-83 ?-8.0 g-0.0
No opinion P7 —32.9 0-0.0 4-33.3 7-28.0 16|-42.1
Total 82 —-100.0 7-100.0 12 -100.0 25|—-100.0 38-|100 .0
Source: created by the authors on the basis of the survey
30
o5 24.0
20
15.1
¥ 15 ~
10
5 -4
0 -
Zemgale Latgale XUJHP| 9LG]HP

Region
Source: created by the authors based on the survey

Fig. 2. The share of respondents with readiness to start business in
heritage in the tourism product

tourism and to involve culture

46.3% of respondents had a positive opinion, 15.9%
pointed to the lack of knowledge, but 4.9% were not
ready to get involved in this type of business even Two restrictions for starting tourism business were
though they were interested in using culture heritage mentioned by the respondents with positive evaluation:
DV WKH WRXULVP SURGXFW &RQVHTXHQWQAVWW WKBVWOYDFN RI NQRZOHGJH
the group’s respondents were potentially ready to start readiness to start a new business form. Thereby, 4.8%
WRXULVP DV D IRUP RI GLYHUVL¢FDWLR Q pdihtéd ufFtKeOaskoobknowdetigel. siid 1596 expressed
as the tourism product after the improvement of their the view that they were not ready for such a step.
NQRZOHGJH RU VWUHQJIJWKHQLQJ FRQ ¢ G HQe tataMiK ¥§ gkoQp- sklédded LbY the authors were
competition in this sphere of economic activity. noticeably higher.
The respondents required integrated knowledge

4, Main directions of action WKH NQRZOHGJH RI

In the survey, 14.0% of all respondents, participants As regards the territorial location, the willingness to
RI WKH FRQIHUHQFHV RUJDQL]H @&giicultive H 0 imRrovwe Whe) knewledge was shown by the respondents
expressed the opinion that they were involved or they IURP .XUJHPH WKH\ ZHUH
were ready to get involved in tourism as a form of farming UHVSRQGHQWYV IURP 9LG]HPH
GLYHUVL{FDWLRQ DQG WKH XVH RI FXOwWX UHtgaheH (b5.294). J MheD hesphnkleitts’ awareness
tourism product. However, the readiness of respondents RI WKH QHFHVVLW\ RI
YDULHG VLIJQL¢FDQWO\ UHJDUGLQJ WKH conpasisbh,Whe Wdsiit® ofCtie FsDrvéy. BRf RO among
respondents. farm managers from Zemgale Planning Region involved

7KH UHVSRQGHQWV
rate of willingness to start tourism business, but the
respondents from Latgale were the most unwilling. The
opinion of the respondents from Zemgale supported the
results expressed in 2010, however, with a slightincrease

that could be explained by gradual involvement of people
in the tourism business during two years.

of respondents noted the lack of knowledge and skills

creating obstacles for successful business activities
.UX]PHWUD 0 HWF

improve knowledge was enhanced.
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Table 4
Restrictions for starting business activities (% of respon dents in the respective group)
Respondents | evaluate the use of | evaluate positively, | am not ready
culture heritage very but I do not have
positively VXI¢FLHQW NQRZQHGJH
Total number of respondents 14.0 4.8 15
(N=272)
Selected group of respondents 46.3 15.9 4.9
(N=82)
Source: created by the authors based on the survey
It is obvious that the expansion of business 3. The respondents’ opinions regarding tourism as
GLYHUVL{FDWLRQ LV FORVHO\ FRQQHFWHG ZDWKRWPI ¢ RLHQWYBBRXKQMDWLRQ ZLWK FXOW.
of necessary knowledge, in this case, in tourism business, LQFOXGHG LQ WKH WRXULVP SURGXFW DUF
in which culture heritage is included in the tourism territorial differences in the number of interested
product, therefore the knowledge should include at least individuals, the amount of knowledge, and readiness
three viewpoints: culture heritage as the tourism product, to improve it. Institutions, promoting business
competitive environment as a result of boom of inclusion GLYHUVL¢{FDWLRQ VKRXOG GLVVHPLQDWF

RI FXOWXUH KHULWDJH LQ WKH WRXULVP S tR@HdraNof [2iQaBe, ths Hefgibrg, with the lowest
PDQDJHPHQW WHFKQLTXHV FDXVHG E\ GLYrtubét of pbsitive RidweRrs! in this question of the
business in the sphere of tourism. survey.

4. The analysis of survey’s results of the participants
Conclusions of the conferences of the Ministry of Agriculture

7KH ¢UVW SDUW RI WKH FRQFOXVLRQVLaI'ﬂ(%WI% UV V%l&la IXWXUH GLUHFWLRQV RI W

PHWKRGRORJ\ 7KH RILFLDO GRFEXPHQWYV R ITG7RINAAYSIS @he”tag.e from the point
) . of view of he content and a territorial place; the
Union and a range of European countries suggest two . .
. . . . innovation of the tourism product with the economic
types of tourism in rural areas: farm or agro-tourism . L
. . . ) ) return of culture heritage; the characteristics
that is implemented in addition to agriculture production . . )
and rural tourism that is carried out by rural residents of farmers and farms “involved in this form of
QRW LQYROYHG LQ DJULFXOWXUH SURGXFW% R Y lP\WI\'T I?NVt\U(H?JCZHI?DVSII_RFQRTNSRHT
GH¢{¢QHG DV IDUPLQJ GLYHUVL¢{FDWLRQ WK jf‘(:é I HDEK Rcl WKH DERYH
GH¢QHG DV HFRQRPLF GLYHUVL¢;FDWLRQ LQ_ }%
pects epends on the number of participants in
division has not been observed yet in the rural areas
. the niche.
of Latvia.
The second part of conclusions refers to the analysis
RI WKH UHVXOWV REWDLQHG LQ WKH VXU YBiblmgraphk DUDFWHUL]JHV WKH

perception of agro-tourism or farm tourism and inclusion 1. &DVWHOOV 0 7KH 5LVH RI WKH 1HWZRL
of culture heritage in the tourism product. It would not Second ed. Blackwell Publishing. 594 p.
be correct to consider that the obtained data are true 2. &6% JDGD ODXNVDLPQLHFLEDV VNDI
for the whole community of Latvian farmers; however, UH]XOWTh&/ LAgricultural Census of 2010).
the obtained insight into the problem permits to make Retrieved: http://data.csb.gov.lvV/DATABASE/
several conclusions. laukskait_10/databasetree.asp?lang=16. Access:
1. The interest about tourism as a form of 13 December 2012.
GLYHUVL{FDWLRQ LV VXI¢FLHQWO\ KRB8.JKeurbfganD Pabianvgn€ HesbRitiod on the role of
regions of Latvia. The survey’s results highlighted the women in  agriculture  and rural areas
resources (not enough knowledge, | am not ready) (2010/2054(IN1)). Retrieved: http://eurlex.europa.
IRU WKH SRWHQWLDO LQFUHDVH RI IDUPLQHIXGHYSWNMAHEFD WHRBQLUEHUY GR"XUL 2- &
all the Latvian regions. However, from the economic FULL:LV:PDF. Access: 12 December 2012.
point of view, it is important to be aware of the 4. European Parliament resolution on Europe, the
DPRXQW RI SRWHQWLDO SDUWLFLSDQWYV Lv@ridsK LN6 GL Ytbudsf L gdsinsidrR Q a new
type, since the number of tourists is and will be political ~framework for tourism in  Europe.
restricted. (2010/2206(INI)) - 27/09/2011.  Retrieved:
2. The interest in the improvement of the tourism http://www.europarl.europa.eu/oeil/popups/
SURGXFW LQFOXGLQJ FXOWXUH KHULW Burhimarido?it-11668408tQd’1€xh. Access:
high. However, the lack of knowledge mentioned 3 January 2013.
by respondents, especially by the selected group, 5. )HUUDJLQD ( 6RFLDO &DSLWDO LQ
VXJIJHVWY WKDW D FODUL¢FDWIWRQ RI WKH&RPESWDRIDWLYH 5HJLRQDO $QDO\VLV &K
heritage is necessary concerning what tangible and Edward Elgar, UK. Retrieved: http://books.google.
intangible culture values should be included in the FRP ERRNV"LG <* U\=PY EO0& SULQWVHF IURQ
tourism product and how it should be offered to r&source=gbs_ge_summary_r&cad=0#v=onepage
users of a product or service. &qé&f=false Access: 27 December 2012.
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Abstract.  Nowadays, people are having and holding ideas, which become more in dem and than working and serving

technique (Howkins J., 2007). It can be argued that creativity (a s a style of thinking) is more important than hard

ZRUN &XUUHQWO\ WKH 86% -DSDQ DQG 6RXWRI FUHD W UWHDMH WHKOGIRBWB QN ZKLOH WKH
tend to move to this stage.

The aim of this study is to determine the level of competitiveness of Li thuania on the European Union market
in the context of relationship between creativity and innovation. The article emphasises the importance of
creative thinking in the management of organisations as a pledge of compe titive advantage on the market.
It also examines the level of innovative activity of Lithuanian organisations on the background of the European
Union.

&RQVLGHULQJ WKH FRVWV RI 5" LQ /LWKXDQLD LW DWH BEQHUHWIWCH &/ LQWDBROWHG WHKWMHD
overall investment is fairly evenly distributed. If one evaluate s the cost of R&D by sectors, the research sector
is clearly superior to other sectors. Lithuanian organisations seeking to becom e more creative, as a consequence,
need to develop more competitive organisational performances, to reduce opera ting costs, to eliminate antagonistic
contradictions, to bring the coalition aims together, to organise social partnershi p, and to develop external economic
relations.

Key words:  innovative activity, creative management, creative society.

JEL code: 032

Introduction Research results and discussion
At present, enterprises are forced to react 1. The role of creative thinking in the

to the processes of globalisation and use their organisation competitiveness

opportunities.  Now, intellectual property plays a Issues relating with the competitiveness of

key role and it is increased by the usage of creative a company are the key to its leadership at every stage

abilities. of business development. Especially these issues are
Today, creativity, as a style of thinking, has become urgent in the times of crisis. Businesses struggling for

more topical  than hard work. People who have leadership mostly use the same methods, most of

ideas are becoming more popular than the workers ZKLFK DUH EDVHG RQ WKH XVH RI PDWHULI

+RZNLQV - &XUUHQWO\ WKH 86% -Drbldler,Ddd Gnédr Wdhditions one often needs to

Korea are at the stage of creative development, while use a different approach to change the position of the

WKH (8 DQG &KLQD WHQG WR PRYH WR W kmgany ¥hhé harievhased\bN th€ude of non-material

the need for creativity in business and management, EHQH¢ WV 7TKHUHIRUH WKHVH DGYDQWDJHYV

scientists have begun to explore new forms of social company to differ from the competitors. The objective

transformation -  creative society and its characteristic necessity of search for unconventional solutions has

creative industries , creative economy , and creative one goal — to consolidate its position on the market

management . DQG KHOS WKH FRPSDQ\ LQ PRVW HI¢FLHQW
The aim of this study is to determine the level of clear that creativity, innovation, and unconventional

competitiveness of Lithuania on the European Union look at familiar things often ensure companies

market in the context of relationship between creativity competitive advantages.

and innovation. $FFRUGLQJ WR - 6 ODOMXNRYD RQO\ F
Tasks of the study: to determine the role of embodied in innovation, allows going from one

creative thinking in the organisation competitiveness stage of development to another, moving higher and

DQDO\VLV RI WKH VFLHQWL¢F OLWHUDW Xhhking )i© 8 Wdws Quaftative state, and, accordingly,

2005; Howkins J. 2007; Gubanova S. J., 2008; LWV IRUZDUG PRYHPHQW $V QRWHG E\ 9

=KXUDYOMRY 9 $ ODOMXNRYD - (2080), these creatively —minded organisations

6SLYDN 9 e The authors used data from coming out with new materials, products, services,

the Lithuanian Statistics for the analysis of the and technologies as well as their know-how and

competitiveness level of Lithuanian organisations in competent organisation promote their ability to receive

the context of relationship between creativity and exclusive pricing and controlling over the spread and

innovation. development of innovations. The experience of successful

1 Tel.: +370 46 398 666, +370 612 58415, e-mail address: jelena.dem@gmail.com

2 7HO H PDLO DGGUIHVMMQVNDV Y\WDXWDV#JPDLO FRP
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Table 1
R&D costs in Lithuania (by sectors) in 2009
Total Business sector Goyvernment sector Research sector
Million LTL 765 181.6 180.6 402.8
Proportion 100 23.7 23.6 52.7
;f;'?ecgftéélfrlz 0.84 0.20 0.20 0.24
Source: Lietuvos ..., 2011
Table 2
The number of staff involved in the R&D in 2009 compared with the total labour force
EU-27 Proportion EU-27 Proportion
1. Luxembourg 55.3 15. Austria 39.0
2. Denmark 51.8 16. Spain 39.0
3. Netherlands 50.9 17. Latvia 38.9
4. Finland 50.7 &|HFK 5HSXEOLF 379
5. Sweden 49.6 19. Poland 34.9
6. Belgium 48.2 20. ltaly 34.3
7. Estonia 45.6 21. Hungary 33.2
8. Germany 44.8 22. Malta 32.3
9. Ireland 44.7 23. Bulgaria 32.2
10. United Kingdom 44.4 24. Slovakia 32.0
11. France 43.2 25. Greece 31.8
&\SUXV 43.0 26. Romania 24.1
13. Lithuania 41.7 27. Portugal 23.5
14. Slovenia 40.6

Source: Lietuvos ..., 2011

companies shows that creative solutions and innovations
not only provides a powerful competitive advantages

creatively uses the knowledge and information to develop
new ways for gaining success. Managers and other

EXW DOVR FRPSOHWHO\ FKDQJLQJ PDUN Hampoydeb ewpeN R ¥hanges; dhey manage knowledge

2010).

Creative thinking organisation is the ability to
custom-associative perception of the situation on the
market based on the system knowledge. As noted by
- 06 ODOMXNRYD
of creativity are originality, novelty, a high degree of
attracting the attention of consumers and recalling the
brand, and the content of communication.

It is useful to consider G. Morgan’s concept of
organisation for the formation of a creative proposal
for the organisation’s image. The organisation as
brain and the organisation as culture are two closest
images out of eight images (metaphors) of the
RUJDQLVDWLRQ LGHQWL{HG E\ *
RI' D FUHDWLYH
2010).

The image of the organisation as brain (as neural
network) is related with such features: the organisation
is always busy processing information, training (which is
close to the idea of P. Senge’s Learning organisation ),
knowledge management, and self-organisation. A self-
organising and constantly evolving system quickly and
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ORUJDQ &RJUWHDMWKH HF REFGIBIWHPHQW DLPV
LQOQRYDWLYH RUJDQLYV pofitiel Qof ahSihdividldal &y &eating conditions for

and enhanced potential of creativity, and actively manage
the changes.

Organisation as culture deals with the creation
of social reality and perceives itself as a cultural

WKH HVVHQW L D heRdhizabd FW which VA Lifiportant role is played

by the values, norms of behaviour, expectations,
traditions, and customs. In addition to the organisational

culture, the object of attention and factor of
existence encompass the subculture units, effective
communication (formal and informal), availability of
information to all members of the organisation, general
understanding of the organisation effectiveness,

and the need to maintain it.

WR

developing synergies at the level of teams working in
the organisation and the level of interaction between the
two groups, i.e. it is based on the integration of human
resources of the organisation.

The consistency of staff, team, and organisational
design is required to form a creative organisation
(Gubanova S. J., 2008). As noted above, only a creative
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approach and the work embodied in innovation provide
organisations with new qualitative state and allow
becoming them more competitive. Therefore, the level of

innovation activity is very important.

2. The competitiveness of Lithuanian
organisations in the context of the
relationship between creativity and
innovations

According to the Lithuanian Department of Statistics
(Lietuvos statistikos departamentas, 2011), in 2009 the
expenditure on research and technological development
(R&D) in Lithuania amounted to 2.01 % of the total
GDP of the European Union (EU). In the EU context, the
¢JXUH ZDV WKH KLJKHVW LQ )LQODQG

organisations that want to become more creative, and
thus, more competitive.

Conclusions

&UHDWLYLW\ LQQRYDWLRQ
familiar things often ensure competitive advantages
IRU FRPSDQLHVY &UHDWLYHO\ PLQGHG RU
coming out with new products, services, and
WHFKQRORJLHV UHFHLYH H[FOXVLYH IHDW)
thinking organisation is the ability to custom-

associative perception of the situation on the market

based on the system knowledge. Two out of eight

images of organisation proposed by G. Morgan - the

organisation as and the organisation as culture are

cBhQderefl &b G for the formation of an ideal

XQFRQYHQWL

DQG WKH ORZHVW + LQ &\SUXV DQG /D Wil organisation. The consistency of staff, team,

The costs for R&D in Lithuania suggest that they are
most invested in applied research (36.4% of the total
expenditure on R&D) and the least — in the development
of technology (28.6% of the total expenditure on R&D),
while the overall investment is fairly evenly distributed. If
one evaluates the costs for R&D by sector, the research
sector is clearly superior — 52.7% of the total expenditure
on R&D (Table 1).

R. L. Florida (2002) emphasises that a new

VRFLHW\ FODVV + 3FUHDWLYH FODVV’

the 21 ® century. Analysing the generation of economic

and organisational design are required to generate
creative organisation needs.

The costs for R&D in Lithuania suggest that mostly
they are invested in applied research; yet, the
overall investment is fairly evenly distributed. If one
evaluates the costs of R&D by sectors, the research
sector is clearly superior to other sectors. Almost half
of the population in Lithuania, if not creative class,
then, atleast, has the characteristics of this new class

KDV ot PR« &(ﬁ]ftﬁ@,"&ﬁce Q¥ of the labour force is

involved in R&D compared with the total labour force

EHQH¢WV EV KXPDQ SRWHQWLDO RI FUHDWLY kW Loty oryGhR&ibrE Reeking to become

(2005) proposes the concept of 3Ts: technology, talent,
and tolerance. These are the key elements contributing
to the formation of a creative society. They emphasise
the need to invest in human resources, disclosure and
use of staff talents, and open society, where diversity
is welcomed and creativity is easily implemented in the
cultural sense.

For Lithuania, the number of staff involved in the
R&D is 41.7% compared with the total labour force
in the country (Lietuvos statistikos departamentas,
2011). According to this indicator, Lithuania takes
the 13 ™ place among the EU-27 countries (Table 2).
The best index is shown by Luxembourg (55.3%),
the worst — by Portugal (23.5%), while the EU-27
produces 40.1%. It can be argued that almost half of
the population of Lithuania, if not creative class, then,
at least, has the characteristics of this new class of
the 21 st century.

If one treats innovation as a result of creativity, the
need to select an object of management is an innovative
organisation susceptibility to those innovations that are
the result of the intellectual capital of the organisation
or innovation that exist in the area of innovation.
A basic element of the mechanism of innovation
susceptibility in  organisations shall be certain
imperatives of governance.

It makes the following imperatives for the innovation
susceptibility of the development management
(Zhuravljov V.A,, 2010): 1) the development of
organisational characteristics; 2) the reduction of
transaction costs; 3) the elimination of antagonistic
contradictions; 4) the approach of coalition goals;
5) the organisation of social partnership; and
6) the development of external economic relations.
These imperatives are recommendations  for

Economic Science for Rural Development No. 32, 2013
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more creative, as a consequence, need to develop
more competitive organisational performances, to
reduce operating costs, to eliminate antagonistic
contradictions, to bring the coalition aims together,

to organise social partnership, and to develop
external economic relations.
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Abstract.  The main fuel in Lithuania is natural gas, and biofuels accoun t for only 16%, while the EU Directive on the

Promotion of Renewable Energy in Lithuania requires that Lithuani
2020. The aim of the research is to develop a model of compatibility

of biofuel development and low usage of raw materials (timber harv
etc.) for energy production. The compatibility model of innovative biofu

manufacturers, and users) presented in this article will allow to
practices and business structures initiative.

Key words:  biofuel, processing, compatibility, material.
JEL codes: Q160, Q230, L730.
Introduction

Renewable energy is already the third source of
energy generation in the world (after coal and gas), and
there are many possibilities to expand its production
FDSDFLW\
and the economy.

(YHU\
more expensive. The usage of natural gas could be
reduced by half — about 40% through using only loca |
renewable energy resources of Lithuania. Burning of

forest harvesting, municipal waste, willow and stra W,
grown in special energy plantations, one could get an
additional 5.1 million MWh of eneregy, and the tota |
consumption of the country’s cities is 10 million M Wh
RI WKHUPDO HQHUJ\ &DSOLNDV $ QO\
about 17% of heat is generated by using biofuels in
Lithuania. There are plans to produce 20% in 2010,

30% in 2015, and 50% in 2030 of district heat by us ing
biomass in Lithuania. This means that it is planned to
cover half of the heat demand for local fuels in Li thuania

$YL]JLHQLV $
Itis necessary to install alternative heating production
technologies in order to modernise the usage of domestic
renewable energy resources and domestic waste.
7KHVH SUREOHPV FDQ EH HI¢FLHQWO\

a should increase this indicator to 23% by the year
of biofuel market after having analysed the trends

esting and municipal waste, straw, green energy

el market participants (raw material suppliers,
coordinate their interests and to implement the best

The aim of the research is to develop the models
of objectives coordination for innovative biofuel market
participants (raw material suppliers, manufacturers,
and wusers) and to present optimal selection

ZKLOH LQFUHDVLQJ EHQH¢ WYV maels #teH hayigoy pnpixsed the wends of biofuel

development and low usage of raw materials (timber

\HDU FHQWUDO KHDWLQJ EH FRRissting |apd) mynicipg) waste, straw, green energy

etc.) for energy production.

Research methodology — a systematic analysis

DQG VI\QWKHVLV RI VFLHQWL¢{F OLWHUDWXUH
documents (AVEI naudojimo didinimas ..., 2003;
Baltic Biomass Network, 2006; GreenFuel Technologie s

&RUSRUDWLRQ ,QWHUQDWLRQDO (QHUJ\ 2XWO
Kugelevicius J. A., Kuprys A., 2006; Kuro ir energi jos

-& X0 Satpdisaly 20Q7; United States Departme nt...,

2007; Vrubliauskas S., Pedisius N., 2005), and

formalised expert method of priorities allocation and

selection (Zilinskas J. V., 2010). The questionnair e

survey was carried, using telephone conversations

and direct meetings with the respondents. They were

divided into three groups: representatives of raw
materials suppliers (12 respondents), biofuel produ cing
companies (8 respondents), and biofuel using boiler
companies (9 respondents). Totally, questionnaires
WERECS®TH o 2 Yecigientswiikegd list of biofuel mar ket

LOQQRYDWLRQV VFLHQWL¢{F DQG WHFKQ RIS mwpso mpdek and Yther meymieys for experts’

best practices, and business structures initiative.
However, the competitiveness and development of

commission were chosen during this research. The
most important task for experts’ commission members

HQWHUSULVHYV LV OLPLWHG E\ LQVXI¢FLHZPW UMR DANHRGY RPUEWRPXOH A YDOXDWDRQ LQGLFDYV

market participants; thus, it is necessary to look for

closer and deeper cooperation between science and
business, increasing the availability of local resource -
biomass and all types of biofuel production and usage.
Successful  cooperation between the participants
and installation of alternative energy (e.g. heat)

production system is one of the most important
prerequisites to guarantee the success of biofuels usage
(Lietuvos energetikoje vietos ..., 2008).

1 Tel. +370 698 17677, e-mail address: julius.ramanauskas@asu
2 Tel. +370 698 17677, e-mail address: rimantas.stasys@Kku.lt
3

7HO
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DQG WKHLU VLIQL¢;¢FDQFH DV ZHOO W WR SHUIR!

using non-transitive paired comparison system.

The methods used in the research include the analysis

RI' VFLHQWL¢ (F OLWHUDWXUH DQG OHMNDO GRFXP
analysis and  synthesis, comparative  analysis,

structural and relational analysis, statistical dat a

DQDO\VLY DQG V\QWKHVLV IRUPDOLVLQJ H[SHU

allocation of priorities and selection (MPAS), and

graphical visualisation methods.

At

H PDLO DGGUIHMMMQVNDV Y\WDXWDV#JPDLO FRP
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Table 1
Fuel expenses for heat production
Structure, %
Heat sources - -
Lithuania Sweden
Natural gas 77.7 3.0
Biofuel 16.2 63.0
Another fuel 15 2.0
Oil 4.6 5.0
&RDO 0 4.0
Heat pumps 0 11.0
Municipal waste energy 0 12.0
Total 100 100
Source: authors’ construction
Supplier Producers
Raw material product Final consumption (energy)
Wood fuel: Agricultural products Municipality
« logging waste; and waste: waste:
« firewood; e energy crops; Turf e biogas;
e wood industry waste o straw; ¢ dump gas.
¢ others
6RXUFH 7\0D
Fig. 1. Objectives coordination model of biofuel market participant s
Research results and discussion installing alternative energy (such as heat) produc tion
The production and usage of alternative renewable system. Heat generation model is analysed from thre e
VRXUFHV RI HQHUJ\ LQ /LWKXDQLD LV GH :a5Raqtg W) bicduslyayy maigngl peppliers; 2) biof uel

3.3% of the electricity (small hydro) is received from
renewable sources of energy. First steps are taken for teh
use of solar energy, photo electricity, biofuels, biogas,
heat pumps (geothermal heating) and wind energy. The

H[SHULHQFH RI OHDGLQJ FRXQWULHV LQ

is possible to alter substantially the situation (Table 1).

As can be seen from the data of Table 1, the main
type of fuel in Lithuania (in contrast to Sweden) is natural
gas, and biofuel accounts for only 16%. However, the EU
Directive on the Promotion of Renewable Energy requires
Lithuania to increase this parameter to 23% by the year
2020.

According to the survey results (Inovaciju pletra
PRGHUQL]XRMPOQAN it can be said that the

majority of economic subjects in projects pay littl e or
no attention to the production of alternative renew able
energy sources or to their usage for the projects. Modern
facilities require huge investment, so, in Lithuani a, the
priority is given to civilisation investments check ed
by time. It is believed that one of the most import ant
prerequisites to guarantee the success of biofuels usage
is a successful collaboration between the participa nts
Economic Science for Rural Development No. 32, 2013

ISSN 1691-3078

producers; and 3) biofuel users.

Raw materials suppliers , having sold their products,
hope to get as much income as possible, biofuel producers
hope to buy these raw materials cheaply and to sell
waeduagd bigfeet foy kigh pucevant e gagl of
users is to pay as little as possible for the fuel and sell
it more expensively to heat consumers. The performed
research allowed making exact objectives coordination
model of biofuel market participants (Figure 1).

Biofuel raw material suppliers . A large part of the
district heat in Lithuania could be produced using local
biomass fuel, as it is 25% cheaper than natural gas.
There are six main types of biofuels.

Wood fuel - one of the most important biofuels,
whose main resources include timber cutting waste
and coppice; minor stands (primarily alder), and

biofuel

shrubs. Statistical data show that the Lithuanian f orests
annually produce more than 2 million m 3 of timber
cutting waste, approximately 0.8 million m 3 of it could
be used for biofuel production. So far, only one-te nth of

this waste volume is being used. Specialists recogn ise
that private forest owners in Lithuania (there are about
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232 thousand of them) rarely use of the option to s ell
the logging waste and generate additional revenue.
&EXUUHQWO\
established, the establishment of which is supported
from the EU funds. The development objective of these
companies is to organise wood chips production, using
shrubs and low value trees, growing at roadsides of the
forests and villages as raw material. The production is
organised at temporary sites near the cleaned roads and
block lines, removing the produced wood chips to the
base warehouse and from the warehouse to the customer
warehouses (sites). These companies are operating

are exported abroad due to the high price, mainly to
the Scandinavian countries, Germany, and the United

PRUH DQG PRUH VPDO OKirgrovm. @tdadiyHigingDeoetgy prices and emerging

local producers of the boilers for wood pellet fuel, allow
expecting that these convenient for use types of fuels
ZLOO EH SRSXODU LQ /LWKXDQLD DV ZHOO
..., 2008).
Recently, there are four companies producing
sawdust pellets, and more than 10 companies producing
briguettes. The part of local fuel resources in the
general balance of the fuel is growing every year, yet,
the input of the same types of fuel in energy system

SUR¢WDEO\ DQG FRQWULEXWH WR WKH R EiM Hiffevéit,Y andRthel degelbprehtQuppottirities of its
TXDOLW\ RI OLIH IRU D VLIJQL:FDQW Q X P Euddde Rate WlxdJdiffere st RABEeDLD, ihe Raisumption of

(3-4 employees at each such company).

Such solution of this problem is chosen, because
during the past 4—6 years the number of boilers, using
wood waste, is constantly increasing in the world and
in Lithuania. The heat produced in these boilers helps
AXVK RXW RLO DQG JDV SURGXFWV DQG
popular in thermal energy, which is foreseen in “National
Renewable Energy Resource Development Programme”

It is also important that a company’s activity has a full

cycle: starting from preparation of low value wood as a

UDZ PDWHULDO
to the users.

Itis important that the raw material resources for the
production are practically unlimited: shrubs growing at
the roadsides are not cut; the roads are rather long and
over 5-6 years shrubs grow back again. Logging waste is
also used as raw material.

Energy crops. It is expected that the cultivation and
usage of herbaceous plants and short rotation forestry
for energy production will expand, as there is a lot of
unused, abandoned land, which could be planted with
energy crops plantations. The estimated preliminary
herb-energy potential is about 722 GWh (2.6 PJ).

Agricultural residues . Straw can also be used for
energy purposes. Its amount is determined by the area
used for cereal crops, their yields, and applied technology.

Straw in agriculture is used for animal bedding, feed, and
EXLOGLQJ LQVXODWLRQ ,Q DGGLWLRQ
straw is not collected due to weather conditions or other
circumstances. Having eliminated these potential losses,

straw energy potential could reach 500 thousand t/year

(1.5 TWh).

Turf. Lithuania has 22 industrial (operated) and
45 derelict turf clusters with about 105 million tonnes
of turf suitable for the production of fuel. This amounts
to about 250 million MWh of useful thermal energy. It
is possible to reach 500 thousand tonnes of turf fuel
production potential using new turf fuel production
technologies (Nacionalines biomases ir ..., 2006).

Municipal waste . Lithuania has more than 300 active
ODQG¢OOV ,W ZDV IRXQG WKDW RQO\ LQ
the extractable quantity of biogas could be 990 m 3th,
which is equivalent to 45 MW capacity.

Biofuel producers. Wood briquettes and pellets
started to be produced in Lithuania from 1994 and 1999,
respectively. There are 16 organisations working in this
area at present. Briquette production capacity is about
30,000 tonnes/year and pellet production capacity is
about 46000 tonnesl/year. Unfortunately, about 85%
of wood briquettes and almost 100% of wood pellets

94

peat and peat briquettes is reduced and the share of
wood fuel on local fuel market has increased up to 85%.
So extensive prospects of wood fuel production and
usage development are determined by substantial
material resources, low cost, simple and relatively
inewpedsive ContbtsEAR RedhridlBdy,Hand low emissions
of combustion products. This accelerates rapid growth of
the consumption of wood in energy production system.
Biofuel users . Already few years ago, Lithuanian

district heating manufacturers evaluated the advantages

GQLVKLQJ ZLWK WKH F U X0V iehe@abl®epagySsources-uGage fq heat production:

about 200 boilers have been producing heat-using
biofuel. However, in order to expand the use of biofuels

DQG WR SURGXFH *JUHHQ” HQHUJ\ IRU KHDWLQJ LQ

the coordination of biofuel market participants’ actions
becomes one of the main challenges.

Today, about 15% of the district heating is produced
from biofuel; wood fuel is used for heating 12 regional
centres, 60 MW capacity biofuel boiler has started its
operation in Vilnius and it is considered to be the largest

OHG]LF

LQ WKH &HQWUDO DQG (DVWHUQ (XURSH $ ODUJH

boilers use sawmill waste and wood chips, which make
up almost 90% of the total amount of wood used, and
only about 8% of the boilers use cutting waste as fuel
(Janulis P. P, 2007).

Until this year, the overall capacity of boilers using
wood fuel in Lithuania was about 300 MW (calculating
Donly L thbBeE MdilerS,U RvBidh U pov& Q isR Imore  than
0.5 MW). These boilers annually operate 5000 hours
on average and in one year period they produce about
1,500 thousand MWh of energy. Taking into consideration
that one m 3 of wood chips is necessary to produce
1.8 MWh of energy; the boilers should consume
833 thousand m 2 of wood chips. Based on the Swedish
experience, they need about 714 thousand m 3 of wood
(Medienos pramones jmoniu ..y 2004).

Lately, Lithuania faces a number of non-traditional
challenges associated with the innovation process.
Implementation and development of innovations
enable the modernisation of production and service
(BligadnyX Sric@ies, Othe .devel@pnent of products
and technologies, enhancement of their quality and
international competitiveness. The assessment of
innovative alternatives, selection and implementation
management is an important way to guarantee

LOQQRYDWLRQV HIIHFWLYHQHVYV HI¢FLHQF\
of alternative projects selection allows determining the
effectiveness of innovative investment options according
to certain indicators (criteria) that shall be based on
both the investment project implementing entity and
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state interests. On the conditions of market economy,
innovation investment activity is closely related with
the design and implementation of innovative projects in
order to achieve the set objectives. This is how companies
can successfully develop their investment activities in
modern competition.

&RPSOH[ HYDOXDWLRQ PHWKRGRORJ\

assessment of state and biofuel market participants’
goals, is necessary for rational coordination of
innovative biofuel market participants’ goals and
for setting optimal expedience of the selection.
One of the most important assumptions of company’s
activity development warranties is the coordination
of its objectives and optimal evaluation as an integral
part of the management function, as one can only
manage what one can evaluate. The results do not
indicate the true position of a future project only

HYDOXDWLQJ WKH ¢QDQFLDO FULWHULD

goals coordination of innovative biofuel participants and
for optimal selection and management, it is necessary
to evaluate other factors — long-term success, risks, and
competitiveness — as well.

Innovative alternatives evaluation and selection
methods are summarised in various methodologies,
the analysis of which shows that they have several
drawbacks: lack of consistent evaluation of the
effectiveness according to different indicators (criteria)
blocks and hierarchy levels, in other words, there is no
alternative project evaluation algorithm, which could
be used for a systematical and consistent evaluation
and selection of the best option, since it is practically
impossible without complex (total, integral) evaluation
of indicator. It is necessary not only to select the best
option (alternative) but also to place all the other options
in ascending or descending order according to the priority

(see Zilinskas V. J., 2010; 2012). This MPAS method

unlike the ASP method is based on more reasonable logical

procedure for converting qualitative characteristics used

for making pair alignment into quantitative estimations

received in relative scale. Since the rational management

decision making (in this case — the cooperation of

fdadsDdd BrQivielatieQiof\élKrivarket participants and

selection of optimal alternatives) is associated with one

of the many variants of solution selection, the necessary

complex evaluation condition in evaluation and selection

SURFHVVY ZKHQ WKHUH LV GLIIHUHQW RULJLC
determinants (indicators), shall be the conversion of

WKHLU YDOXHV LQWR UHODWLYH VL]HV ZKLF
XQLIRUPO\ DQG LQWR RQH VL]H H[SUHVVHG LQ I
prerequisite is the evaluation of each partial indicator of

LPSRUWDQFH VLJIQL{FDQFH 7KHQ DIWHU Pt
sub-indicators (criteria) in a scale of one measurement

VR G VHHYHDNILXQDIW RQJ UDK\HIRQ BODIJQL,FDQFH LW LV
complex evaluation formation and to record a complex

(total, integral) ratio as total evaluated amount of these

indicators, showing that this indicator is the function of

partial indicators.

m;n

kompl. _
P; > Py

i=1;=1
where
P NRP SI alternative complex indicator (total
priority);
P? | -i alternative according to j partial indicator

I
relative evaluation (priority);

OHYHO 7KH PDLQ UHDVRQ IRU GLI¢FXOWLHV LQ Gt’ﬁ@ﬁhhi&%dfcﬁt&r%c@téhb)meaningof

evaluation is that the individual indicators (criteria) are of
different origin, qualitatively different, and in many cases,

WKH\ KDYH GLITHUHQW YDJXH PHDVXUHV V Rnd MichifioBdt kidss @i (iMaRpriority)

combine them into a single integral (total). The method
of allocating and selecting the priorities (ASP) method
(Bljumberg V.A., Gluschenko K.F, 1982) helps solve
similar multi-criteria decision management tasks with the

importance.
NRPSO
R

and selection of priority having alternative (innovative
variant)isperformedaccordingtoeachindividualindicator,
WDNLQJ LOQWR FRQVLGHUDWLRQ WKH LPSRUWDQ
every evaluation indicator. Each alternative is evaluated

SUHFLVLRQ DQG GHJUHH RI MXVWLcFDWLé%;%ra%NFhﬁdétﬁg @%tlhb Wt QRELsment of a

management decisions.

It would be appropriate to use formalised expert
method of priorities allocation and selection (MPAS)
PRGL{HG E\ RQH RI WKH DXWKRUV
V. J., 2010) for the analysis, coordination, evaluation and

WK éh\éwRdJ e

complex indicator (overall priority) is calculated for each
RI' WKHP $FFRUGLQJ WR WKLV LQGLFDWRU W
is made and rlorﬁ/ innovative alternative is selected,

stpbrBt- B VIRP ther, measured

selected indicators (criteria). The institution,

¢QDO VHOHFWLRQ RI LQQRYDWLYH ELRIXJ\'/é?uaPnBLfn’HJ\'/%{ve &ol]Je %F%%p@rgvxafnmlssmn

objectives. This method permits evaluation of innovative

alternatives according to individual partial indicators
(criteria) and the meaning of their importance, and to

receive a complex evaluation of selected alternatives,
which enables to rank and to select the most optimal
innovation (innovative solution) and to ensure its
successful, long-term implementation, seeking for
effective usage of tangible and intangible resources
in different types of biofuel market companies. This
MPAS method is appropriate to use when one needs to

chooses the one that has the highest cumulative

assessment and presents the conclusion, stating the

choice of methodology and evaluation. The method of

network planning and management PERT (Programme

Evaluation and Review Technique) (Griskevicius A.

Silickas J., 1998), created in the USA, is suitable

IRU UDWLRQDO DQG HI¢FLHQW LPSOHPHQWDW
innovative alternatives.

HYDOXDWH VLPXOWDQHRXVO\ WKH LQAXHCBRCIRSIONSD QWLWDWLYH DQG

qualitative indicators (criteria). Integrated evaluation
methodology and expert assessment procedure
DUH PRUH ZLGHO\ SUHVHQWHG
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1. In Lithuania, biofuel constitutes only about 16% of
all fuels used for heat production. it is expected to

LQ D VFdodiieWeherdy pibodudtiors Qising local renewable
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energy resources in the next decade through

combining science and business opportunities.

District heat production using biofuels and waste 5.
should make 20% by 2015, 50% - by 2030, while

biofuel should make 20% of energy consumption

and fuel amount.

2. Biofuel use development opportunities
associated with the possibilities of biofuels raw
materials suppliers, producers, and potential users;
KRZHYHU WKH LQAXHQFH RI
of this market on biofuel usage has not been
established yet.

3. The proposed coordination model of innovative 8.
biofuel market participants (raw material suppliers,
manufacturers, and consumers) will align their
interests and implement best practices and initiative
of business structures.

(Which solution is better? The method of choosing

priorities) /HQLQJUDG /HQL]GDW

&DSOLNDYV $ 8] DSODLGXPD PRNDPF
milijardus (Paying  billions  for  negligence)

S5HWULHYHG KWWS ZZZ X]VLGLUENSDWYV OW

articleview/1124/1/207/. Access: December 2009.

are 6. *UHHQ )XHO 7HFKQRORJLHV &RUSRUDWLRQ 5
http://www.greenfuelonline.com. Access: November
2007.

LQGLY LG X@ickevgiDay Wi Riliskasy W.V (1998 ). Investiciju
projektu valdymas (Investment projects
management) . Vilnius: LII.
,QRYDFLM~ SOHWUD PRGHUQL]XRMDQW XNLQL

dalyvaujancius  BPD  priemonese  (Innovation

development in modernizing farming enterprises,
involved in SPD media) 8]VDNRYDV /5 =80
Kaunas-Akademija.

4. The rating of innovative alternative selection 9. International  Energy  Outlook (2006).  Energy
HI¢FLHQF\ HIIHFWLYHQHVV LV DQ XUJHQWFWWEWWWDW _ _
is not examined enough currently. Financial analysis 10. Janulis, P. P. (2007). Bioenergetikos  pletros

is not enough evaluating and selecting optimal
alternatives, it is necessary to coordinate and
evaluate these alternatives and their consequences

for the development of national, regional, or
enterprise economy.

5. Formalised expert method of priorities allocatio n
DQG VHOHFWLRQ 03%$6 PRGL¢{¢HG E\
of this article, is proposed for coordination of th e
objectives and optimal selection of innovative
biofuel market participants. It is possible to carr y
out objectively and justify the effectiveness of
innovative bio-fuels using complex (total, integral ) 12.

evaluation under different partial quantitative and
qualitative indicators (criteria) and the meaning

RI WKHLU LPSRUWDQFH VLabQihg fid Q F HL3. |I:.i@tLBos energetikoje vietos yra ir biokurui

method. The coordination and optimal selection
complex evaluation methodology of participants
objectives of this innovative biofuel market is

proposed because of its versatility, accuracy and 14.
WKH GHJUHH RI MXVWL¢{FDWLRQ ZKLFK
making rational management decisions. This can be
a strong basis for granting the EU Structural Funds
or the selection and ranking of innovative projects 15

that contribute to better implementation of the
state investment programme.
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STRATEGIC ORIENTATIONS FOR RURAL EMPLOYMENT DEVELOPME NT:
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Alvydas Aleksandravicius 3, lecturer, Aleksandras Stulginskis University

Abstract. 7KLV DUWLFOH SURYLGHV WKH UHVXOWYV Rl DQD®DUIY/ RV IHBALYRWRBRQRBRRAR BMIYGDW K|
and rural employment in Telsiai district municipality (LAU1) in Telsiai county (NUTS3), which were chosen as pilot areas

RI /LWKXDQLD 3RWHQWLDOV IRU DQG FRQVWUDLQRQRIQQUXKB UHY¥RDBRPKAG BYBBWL pRHWL ZKL
WKH W\SRORJ\ FRXOG EH FODVVL{HG DV 3GHYHORSLQJ  DWHG L3¢H QAL FADREO WP HBX QD OR | DAHPL
structured interviews. Vision of rural employment development and f actors effecting changes in rural labour market

WDNLQJ LQWR DFFRXQW WKH LQAXHQFH RI WKH HFRQRBPGKUFLQY M/KRIIRFXXDWURBXSE'S DPUHH W L (
The SWOT and SOR analysis were provided based on the collected data a nd opinions of local labour market actors.

Strategic orientations and recommendations for the solution of problems by sav ing the existing and creating new

ODERXU SODFHV IRU UXUDO LQKDELWDQWY ZHUH LUGHQWL,{HG LQ IRFXV JURXSV PHHWLQ

Key words:  rural development, labour market, rural employment, strategic ori entation.

JEL code: & & 4

Introduction 2) Telsiai district Local Action Group (LAG) has been
The aim of the research s to identify the strategic implementing the Strategy for Improvement Quality
orientations for the development of rural employment. of Life in Rural Areas;
The research tasks are as follows : to analyse the pilot 3) WKH RI¢(¢FLDO SHULRGLFDO VWDWLVWLFV SU
area on the labour market; to conclude whether any demographic and socio-economic decline in Telsiai
HPSOR\PHQW SUREOHPV RI D VSHFL¢F UXU DdstistonwnicipalityH [LVWH G
through the interview of local actors; and to identify the An analysis of the area was carried out based on a
current employment patterns and opportunities for rural thorough, joint diagnosis of the situation, mainly from
HFRQRP\ GLYHUVL¢FDWLRQ LQ 7HOVLDL a8 econemic ppd sosiah peint 9 vigmaand using the
This research is based on two ideas: there are unused GDWD IURP /LWKXDQLDQ 2I¢FLDO 6WDWLVWLFV
local resources, which can be used to ensure better and the trend analysis, the stakeholders of Telsiai labour
PRUH MREV LQ UXUDO DUHDV 3WRS GRz&akpigugres enaljedy i pdspify the issues at stake
constraints can be used to identify the employment and give thought to the strategic orientations. The
growth potentials and to draw the recommendations for subject of the SWOT analysis was the rural labour
better targeting of future rural development measures. market in the pilot area. The provisional SOR matrix

results and the draft wording of the operational
objectives were validated during the focus group
meetings, attended by interviewees and other key local
stakeholders.

The empirical research was carried out to identify
employment needs and new sources of employment
as well as constraints affecting the labour market; to
evaluate the past and current employment development
policies; and to make recommendations targeting on the

new rural development measures for the pilot area. Research results and discussion
The synthesis of bibliography and an overview of the 1. Analysis of the labour market at Telsiai
employment situation in rural areas have provided a basis district municipality
IRUGH{QLQJ WKH LQLWLDO PHDQV RI LQYHVkid thWhieiBity isDh&l st ol RYA level areas in
5DXSHOLHQH 9LWXQVNLHQH 9 LW X Q Vidisidl &ty (NRUTES) FhrP 20.9% of the population of
Janusauskaite, 2007). A typology of rural areas was Telsiai county lives in rural areas. Under the typology, the
subsequently drawn up based on the analysis of existing DUHD RI 7HOVLDL PXQLFLSDOLW\ FDQ EH FODVVL¢H
typologies and in particular the one put forward by the SGHYHORSLQJ" DQG 3VLIJQL,FDQWO\ UXUDO"
2(&" 5DXSHOLHQH -DJHSFLNDYV According to the 2011 Lithuanian census, the
This research object focuses on the Telsiai district Telsiai county (NUTS3) had a total population of
labour market areas. The territory has been chosen 151 352 (i.e. 5.1% of the total national population)
because of the following reasons: and it covers an area of 4350 km 2 (12% of the total
1) the boundaries of Telsiai labour market areas are QDWLRQDO WHUULWRU\ 7HOVLDL UHJLRQ LV GH¢CG
coincident with the administrative territories of DV 3VLIJQL¢FDQWO\ UXUDO" L H RI WKH
Telsiai municipality; population live in rural communities (i.e. in LAU2 areas

1 E-mail address: vilma.atkociuniene@asu.lt
2 E-mail address: asta.raupeliene@asu.lt
3 E-mail address: alvydas.aleksandravicius@asu.lt
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Table 1
Total (T) number of citizens living in Telsiai county (N UTS3) and in Telsiai district municipality (LAU1L),
and its share in rural areas (R) in 2011
NUTS3 region Population LAUL1 region Population
Al k 2 S A k 2
(county) (total) rea (km %) (municipality) (total) rea (km %)
Telsiai county T 151352 4350 Telsiai district T | 46 768 1439
R |60970 4289 municipality R 19968 1421
40.9% 08.6% 4R.3% 98{8%
Source: the Statistics of Lithuania, 2012
Table 2
Hired employees by type of economic activity in Telsiai coun ty (NUTS3) and
Telsiai district municipality (LAU1) in 2011
Hired employees (main working place) by type of economic act ivity, % of total
(NACE 1.1)
AB C,E D F GH | JK U,M,N 0,P,Q
Republic of Lithuania 3.6 3.3 22.2 6.1 7.1 7.7 6.1 29.6 4.3
Telsiai county 2.8 2.0 30.0 8.8 17.3 3.2 2.9 29.0 4.1
Telsiai district municipality 2.8 2.0 19.7 12.7 16.9 3.0 1{9 35.2 5. 9
Note: DFFRUGLQJ WR WKH 1$&( $ % DIJULFXOWXUHIJDO® G VZKOMPH U &' ( PHD@HKWUDFW X UL
) FRQVWUXFWLRQ * + GLVWULEXWLRQ KRWHOV RGGFHRANWOXRIDMQOMWRY YV, -WUEQWOINRQW [
and insurance; L,M,N - public administration, education and health; O ,P,Q - other services

6RXUFH DQQXDO UHVHDUFK RI ZRUNSODFH LQ EXVMWIHF\DWHIWPSOR\PHQW HV

GH{QHG DV UXUDO 7KH SRSXODWLRQ G shar¥ bchiliRen UK kb ERyeqd) \i.e. 18%, people
equalling 41.4 inhabitants per km 2 ZDV EHORZ WKH &/(&drking age (from 15 to 64 years) accounted for

population density threshold of 150. 61% and people of 65 years and older accounted for
In 2011, the GDP of Telsiai county was 21% in 2011. During the period of 2001-2011, the
EUR 1302.4 million (4.2% of the total national GDP) share of children decreased by almost 5 percentage
or GDP per capita amounted to EUR 8602 (28% of the points, while the share of population aged 65 and more
(8 DYHUDJH 7KH *'3 Rl WKH &RXQW)\ Kiixktate® B2 d&cémtage points.
E\ ZKLOH WKH *'3 SHU FDSLWD LQ W K HPofRaXdp \of \TelsiBi Vhunicipality decreased by more
increased by 103% since 2001 and it shows a decrease than 19% from 57.7 thousand in 2001 to 46.8 thousand
Rl SRSXODWLRQ 7KH *'3 SHU FDSLWD L @ 201K H.e&liy X @ \percehfaye points more than the
3% less than the national average and it indicates national average or the county average. Rural population
relatively good level of the economic development. in the municipality has decreased by almost 5%, while
7THOVLDL &RXQW\ LV D UHPRWH UHJLR Qrbav gopuatieh\detteased bR #%.
the population in the county can access to urban centres Hiring process in Telsiai district municipality was very
E\ FDU LQ PLOQXWHV RU OHVV G5DXSHOGH)PH LFDISWIKMDVHFWRU RI DJULFXOWXUH DQ¢
2009). the share of hiring increased by more than three times
The total area of Telsiai district municipality is from 2.8% to 8.0% in period from 2001 to 2011. The
1439 km 2 (rural area - 1421 km 2 or 98.8% of the same tendency was observed in the sector of public
total area of municipality). Telsiai district municipality administration, education, and health, where the share of
accounts for 32% of the total population and hiring in the analysed period decreased by 5 percentage
RI' WKH WRWDO DUHD RI 7HOVLDL &Ppo@Wom 35Rpb t& BARHIN the period of 2001-
of rural population in Telsiai district municipality is 2011, the share of hiring also increased in the sectors of
equal to the share of rural population in Telsiai county manufacturing and construction, and it decreased in the
(Table 1). Telsiai municipality (LAU1) had 11 elderships sector of energy and water.
on the LAU2 level. Different tendencies in some sectors are seen
The number of population in Telsiai county decreased comparing the data of Telsiai district municipality
by 16% during the period of 2001-2011, i.e. from and Telsiai county, i.e. hiring process in the sector of
180.0 thousand in 2001 to 151.4 thousand in 2011. DJULFXOWXUH DQG ¢(VKLQJ KDV GHFUHDVHG E\
The decrease speed was equal to the national average. point, in manufacturing, it decreased by 2.5 percentage
Population decrease in urban areas was faster than in points and in the sector of distribution, hotels and
rural areas. restaurants it increased by 0.9 percentage points. Other
Population age structure in Telsiai county is a little bit VHFWRUV RXWOLQHG VLPLODU WHQGHQFLHV EX
different from the national average. There was a larger (Table 2).
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Table 3
Aggregate employment-related data in Telsiai county (NUTS3) and in Telsiai district municipality (LAU1)
totally (T) and split for rural (R) and urban (U) areas in 2001, disaggregated by sex and age
Activity Males Females In Emplovees Self- Unemploved
rate, activity activity employment, P o}’ ' employed, po/ yed,
% rate, % rate, % % 0 % 0
Republic of T 57.4 63.1 52.7 48.7 42.7 11.7 11.0
Lithuania R 52.0 59.6 45.0 41.0 29.7 15.6 15.6
U 60.1 65.5 56.2 52.0 45.6 9.4 10.7
Telsiai county T 65.5 71.8 59.9 52.7 39.0 135 13.4
R 58.6 67.2 49.8 44.9 25.9 19.0 13.8
U 72.3 75.1 69.9 57.2 47.2 10.0 15.1
o T 64.0 69.5 58.8 50.2 35.1 15.1 11.7
Telsiai district
municipality R 57.2 67.1 47.0 45.1 23.9 21.2 121
U 68.8 71.3 66.6 53.7 42.9 10.8 11.1

Note: data are taken from the 2011 census and include people aged 15-64

Source: the Statistics of Lithuania

Urban population is much more economic active than
rural population in Telsiai county. Rural economic activity
is lower and urban economic activity is higher comparing
with the national average. Males in rural areas of Telsiai
municipality are much more active than females. Male
activity was higher than female activity by 9.4 percentage
points (in rural areas by 17.4 percentage points). There
was a larger share of self-employed in Telsiai municipality
than the county average. Especially it was true for rural
area of Telsiai municipality, where the share of self
employed was 21.2% of the total working age population
in 2011 (Table 3).

The unemployment rate in Telsiai municipality was in
line with the national average. The unemployment rate in
rural areas of Telsiai municipality was 12.1% in 2011 and
it was by 1.7 percentage points lower than the average
of the county.

A high unemployment rate among young people
is a big problem of the local administration of Telsiai
district municipality. It is estimated that there were
22% of young people unemployed at the beginning
of 2011. These young people are usually uneducated
and without any work experience. They do not have

Rural entrepreneurs in Telsiai municipality still see
agriculture as the main source of business activity and
employment in rural areas. Production of agricultural
goods is the main occupation for local population. Despite
that agricultural land is relatively good for cultivation in
7THOVLDL PXQLFLSDOLW\ PLON SURGXFWLRQ LV WKFE
agricultural sector there. The conditions of international
(global and regional) markets of milk products are
strongly affecting incomes of local producers in Telsiai.
7KH\ DUH YHU\ GHSHQGHQW RQ WKH H[SRUW ARZ
products from Lithuania.

Telsiai district municipality is not fully dependent on
agriculture of crafts. It has an alcohol manufacturing line
there. Production of spirit and alcoholic drinks support
local farmers in terms of consuming agricultural products
the farmers deliver to the market. It could be an example
of small cluster of agriculture and food products in the
local economy.

The great unused potential of Telsiai district
municipality is hiding in data industry development. Data
collection, analysis, and sharing among rural population
would reveal additional incentives to take economic
activities in rural areas. In that way more knowledge-

DQ\ TXDOL¢(FDWLRQ 7KHUHIRUH WKH\ ¢ VWa&® Qbs Mblid e @Rated I Udeal economy which

physical work. Sometimes these young people even do

would create higher value added. The municipality of

QRW ¢W IRU WKH YRFDWLRQDO WUDLQLQ JT&dibRid¢éhét RiithViabnt dn@ ¥dfitlitBral associations

their illiteracy. These marginal young employees are at
the risk of economic and social exclusion.

2. Potentials and constraints on rural

and with local communities should develop a mechanism
of transferring good practice across the district
municipality population.

Local policy is encouraging employment in Telsiai

HFRQRPLF GLYHUVL¢;FDWLRQ RQ WKH ddtixfridncipaliBy. Dl wEM/some public programmes

of Telsiai district

Labour market dynamism has increased due to the
increase of travel to work area in Telsiai district. Local
population began to travel longer distances to the
cities in order to get a job. The travel costs were cut
by cooperation among them to travel with one car or

for stopping the increase of unemployment in the district

municipality. Local municipality set priorities for helping

VPDOO DQG PHGLXP VL] HGivites Rri@reeRihdg
LQIRUPDWLRQ DQG GDWD ARZV DFFHVVLELOLW\
usage) on the local market, and improving environment

for the development of a family business. In addition,

PLQLYDQ 6SHFL¢F VHUYLFHV RI WUD QV S RtbeAMwQidipiy FkasHaRt&eéRWbtking on the indirect

to the city in the morning and taking them back home in
the evening evolved later.

100

support mechanism for local labour market, e.g. tax
discounts, social initiatives, and easing the requirements
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for manufacturing process or delivering products to the
market.

One of the major effects of the economic crisis for
Telsiai district municipality was that many of local
population who had left their living places and travelled

WR D FLW\ RU DEURDG LQ RUGHU WR ¢(QG

without any job. Therefore, the number of unemployment
in Telsiai district municipality has grown substantially.
According to the opinion of some interviewees, about 60%
of those who emigrated from Telsiai district municipality
came back in time of the economic crisis.

Interviewees emphasise that making progress in

entrepreneurs in Telsiai. Business services are poor and
slowly developing. The process of data (or information)
transfer or good practice transfers is long in rural
areas.

From institutional analysis point of view, the
@ganiRaork Bf ReebnBrDi¢- ALtikitie® 14 chaotic, i.e. they
have been evolved under the forces of stochastic business
cycles and the short-term economic policy measures
adopted by local or national government bodies. There is
no strategic evolvement of economic relations in Telsiai.
Interviewees see that there is a lack of links between the
elements of economic system in the rural areas for faster

WKHLU OLIH LV UHODWHG ZLWK WKH ¢ Q D QdfdwEhOThe khiéiackidn laidongwadndinik &xtivides, types

Starting a new business or investing in new training

SURJUDPPHV UHTXLUHV VXEVWDQWLDO

However, low savings and relatively small amount of
wealth that is at disposal of common rural habitant stand
as a major hardship for the progress.

Negative externality of the Rural Development
programme is that the ongoing funding is concentrated
into large farms or agricultural companies. Large farms
and agricultural enterprises have competitive advantage

and forms of business actors, and ongoing economic
prR&eFis éak. UHVRXUFHYV

Interviewees emphasise that it is very important
to have a community leader who could initiate various
processes in order to increase economic activity of local
population.

The travelling longer distance to the work could
increase employment in Telsiai district municipality
but local people are attached to their living place.

FRPSDUHG ZLWK WKH VPDOO RU PHGLXP V LNbsGoE tKevil &peHIVigHilV aZpatticlar rural area from
UHFHLYLQJ ¢QDQFLDO FUHGLWYV IURP WK HeieafoN \fo §eneratios. HTWeyCcBridat Heven imagine

agricultural enterprises have better human resources
IRU £,00LQJ DSSOLFDWLRQV IRU
some local people think that the EU funding should be
distributed more equally across the economic actors in
rural areas.

WKH

living somewhere else. Especially it is true for older rural
popXilateiir Uhe attadhiEry td e Uiihg area decreases
labour force mobility and thus local labour market
dynamism.

Survey of the pilot area revealed a fact that there

$QRWKHU WUDGLWLRQDO RFFXSDWLRQ Raslshbbagerot yaad] ptagtiselfqr thel locdlLpbdulation

municipality is crafting. According to the interviewees,
craft centres are risky due to the underdeveloped supply
to the market chain of craft products. Thereby, investing
own money is too risky due to the uncertainty of the
product sales. Hence, marketing of craft products is the
main problem of the development of crafts activities in
the local area.

Human capital constraints play a fundamental role
in low labour market dynamism. Business management

on how to increase their economic and/or social activity.
The survey also revealed that many of local population
in Telsiai district municipality did not trust successful
good practices of others. So, there is no just a shortage
of data or information for local communities but also
psychological issues of believing in them. Employment
SROLF\
EH HPSOR\HG EXW DOVR WR
Therefore, it is a continuous process of inclusion of rural

DELOLWLHY DUH WKH PDMRU FRQVWUD L Q pépiKatidh Hnto, §he NdkpBrL idagket, WiNdhOréy\ires a

of business planning, organising and analysing market
data, preparing an application for support or managing

business risks cut the incentives to develop economic
activities by rural population. Rural entrepreneurs feel
incompetent to develop a relevant business plan by
themselves. The future is very uncertain, thus, there is

too much risk for taking action. Lack of managerial skills of

rural labour force could be solved by developed business
services in the local area, initiating better-targeted
vocational trainings and developing an institution of local

community (or local action groups - LAGS).

The EU policy is targeted at smart (i.e. knowledge-
based) economy. Knowledge-based economy is better
suited for urban development. Rural development
is under the threat due to the low concentration of
population, low purchasing power, and lagging behind
the technological, social, and cultural development of
the cities. However, the most important issue one needs
to pay attention to is the fact that data are becoming
a major production factor (i.e. ahead the land, labour,
DQG FDSLWDO
play a crucial role in the development of a local area.
Businessmen in Telsiai district municipality say that there
is lack of market and technology data available for local
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lasting infrastructure of services for promoting human
capital there.

Mechanisms of data or knowledge transfers/sharing
exist in Telsiai district municipality. There were number of
consultancy companies, which could help with business
organisation, accountancy, or development. There were
also public exhibitions in the region, which attracted lots
of local population and were an interesting and attractive
way of transferring good practice, new technologies, or
products for local communities.

Leader could inspire other members of the community
to take actions, help organise social events when local
community gathers together or initiate community
projects targeted at improving living conditions in the
local area.

Finally, summarising the results of pilot research in
Telsiai municipality, the most important constraints of

UXUDO HPSOR\PHQW GHYHORSPHQW ZHUH LGHQ

1) complicated demographic situation and migration;

ODFN RI RZQ ¢QDQFLDO UHVRXUFHV DQG ORW
WKXV WKH TXDQWLW\ DQG Thadi@d; W\ Rl GDWD ARZV
LQVXI¢FLHQW PDQDJHULDO DELOLWLHV DQC

marketing, business, and good practice information
exchange;

LQ UXUDO DUHDV VKRXOG QRW RQO\
3SHUVXDGH"
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4) lack of entrepreneurship, leadership and risk fear;

5) low quality of life and decrease of purchasing power.
Summarising the research of labour market in Telsiai

district municipality the following potentials could be

emphasised for rural employment creation:

1) changes of personal values and mobility of rural

FLWLIHQV
2) better usage of existing resources and skills;
3) activation of exchange of business information and

O7. Development of the non-traditional trades, crafts
and cultural heritage
08. Development of the information infrastructure

Threats (T)

T1. The state social support policy fails to encourage
work

T2. Very high sanitary, safety at work and other standard
requirements for business, compared with other EU

XVDJH HPSKDVLVHG ,&7 LQIUDVWUXFW XU Hountries
4) H[SDQVLRQ RI DFWLYLW\ RI ORFDO TR INoRdustirabl®ibvEdRmebt into physical and social

exchange.

3. SWOT and SOR analysis for Telsiai district
municipality labour market

The following Strengths, Weaknesses, Opportunities,
and Threats were considered by experts to be the most
relevant to the rural employment in Telsiai municipality.

Strengths (S)

S1. Extensive network of institutions providing public
services to the labour market

S2. Attractive market places for agricultural products

S3. Attractive environment and countryside, rich in
natural recreational resources

S4. Developed traditional agriculture and ecological
farming

infrastructure of rural areas

T4. Growth of bureaucratic practices in administration of
the EU and national support to business

T5. Reorganisation and centralisation of the rural public
sector (local authorities, schools, libraries, cultural
centres, and public utilities)

T6. Growth of living alone, disabled people, social risk
families and people number, who need social care

T7. Macro-environment unattractive to foreign
investment

The pair-wise combining of SOR factors was done
by the experts from Telsiai municipality. The above
table lists the issues for each combination. Each issue
is given a mark according to the importance to be
attributed to it for the implementation of the strategy

6 &RPSHWLWLYH 60(V ZRRG SURFHVWo@J0 -EnoR impxriam, to 3 - very important).

production, canned food production, furniture
manufacturing)

S6. Good geographical location for local tourism
development. Good road network to visitors from
Latvia, Russia, Poland, Germany, and Sweden

S7. Established public Internet access points in rural
areas

Weaknesses (W)

The SOR analysis conducted in Telsiai municipality

LGHQWL¢HG UHODWLRQVKLSV ZKLFK ZHUH 3
LPSRUWDQW"™ WR UXUDO HPSOR\PHQW LQ 7HOVLDI
LH VFRUHG DQG UHODWLRQVKLSV ZKLFK ZI
LPSRUWDQW" 7ZHQW\ WZR UHODWLRQVKLSV ZHUH
DQG WKH RWKHU ZHUH 2QRW LPSRUWDQW"™ 7KH
of Maxi-maxi strategy was 39; Mini —maxi strategy — 32;

Maxi-mini strategy - 21; and Mini-mini strategy — 16.

Maxi-maxi strategy has a priority over others in Telsiai

6LIQLL,FDQWO\ ORZHU WXUQRYHUV LQmunidipglil O DQG VHUYLFH

business

The relationships, which scored 3 or 2 in the SOR

/IDFN Rl ODERXU SODFHV IRU WKH TXDODB®\WSNFLZBHOHVIWRXSHG LQWR 3VWUDWHILF RULH

W3. Underdeveloped physical and social infrastructure in
rural areas
W4. Low entrepreneurship levels among rural population

as follows:

SO1. Promote multifunctional agriculture and new

DQG ZHDN PRWLYDWLRQ IRU WKH XQH&&OmA ac®itdsR ¢ QG D

job
WS5. Lack of cooperation among rural population involved
in different economic activities

W6. Professional  retraining and  education are

— Develop the economic activities like wood processing,
bio fuel and furniture manufacturing, canned
food manufacturing, regional food products, and
traditional craft items

LQVXI¢(FLHQWO\ EDVHG RQ WKH PDUNHW)DRIO IPWDWHWLIOE GLYHUVL(FDWLRQ RI DJULFX(
UHVHDUFK RU VSHFL¢F VXJIJHVWLRQV FD h&s¥ddd WdalRe3dlrdés{ ODW H G

with the development of new economic activities

W7.Lack of territory attractiveness due to the
underdeveloped sector of entertainment and leisure,
passive social life

Opportunities (O)

— To achieve high productivity activities through
innovations and new technologies
— To promote nature-friendly behaviour in rural areas

SO2. Promote cultural and natural tourism
— Develop cultural and natural tourism: creating and

2 7KH (8 DQG QDWLRQDO ¢(QDQFLDO VXSHBIRMW.QRUXQULAKH VHUYLFHV UHAHFWLQJ FXV)

improvement of the rural life quality

traditions of region)

2 *URZLQJ VXSSO\ RI TXDOL¢HG ODERXU—IROrﬁ&ﬁnsemarketlngofruraltounsmandltsseerces

03. Improvement of place marketing system

0O4. Development of cooperation between local actors

O5. Increase in education and consulting service supply

06. Financial support for the environment protection and
forest management

102

Develop the poles of rural tourism near memorials of
nature and National park

— Promote cooperation between businesses, producers
of regional products, actors from tourism sectors,
and the government

Economic Science for Rural Development No. 32, 2013
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SO3. Enhance rural

physical and  social

infrastructure

Develop a strategy for sustainable and integrated
rural physical and social infrastructure development
Increase and develop social service in rural areas for
senior people involving local communities

Develop transport system in the remote areas of
region

Empirical analyses show that the pilot area s different

in the local labour market performance in Telsiai. The

UHJLRQV DUH DIIHFWHG E\ ORFDO VSHFL¢F VKRF
react differently to national shocks. Therefore, the

labour market policy is increasingly being decided on

the regional or local level.

Rural entrepreneurs in Telsiai district as the main

source of business activity and employment in

&UHDWH LQIRUPDWLRQ LQIUDVWUXFW XU HrudD drdas RKil) seke \agticu¥urd; Hhecause land is

for rural people

SO4. Promote entrepreneurship among rural
population

Promote consultation and continuing education

relatively good for cultivation. Another traditional
occupation of rural inhabitants of Telsiai municipality
is crafting but this type of economic activity is
relatively weak and information about crafting
SURGXFWV LV VFDUFH &RQVXPHUV RIWHQ

WDNLQJ LQWR DFFRXQW WKH VSHFL¢FV D@ QowH & éraR | playcY could be applied in

working in rural areas

&UHDWH WKH /DERXU LQIRUPDWLRQ V\VW ¢teRtre® UdfH @ansD WitH GsuppRrt  from

the jobs seekers and offers from rural areas
Reinforce  motivation  of the  unemployed,
entrepreneurship education, creating possibilities to
work and earn money

The main recommendations, based on four strategic

orientations, to increase rural employment in Telsiai
GLVWULFW PXQLFLSDOLW\ ZHUH LGHQWL¢ HG strategies and networks; 2) to ensure high value
&RRSHUDWLRQ DPRQJ ORFDO GHYHORS P H ghdédmanDftickiKng 6f Grétlucts and services; 3) to

1.

partnership strategies and networks; correlating
activities: agriculture, production, manufacturing,
processing, tourism, retail, and transport (logistic).
Manufacturing high value added products and
services: agriculture - traditional agriculture,
organic farming, horticulture, alternative business
(snails); production, manufacturing, processing -
manufacturing of organic food, rape processing,
wood processing, biofuel, solid fuel briquettes,
manufacturing of regional products, agricultural food
production, confectionary, crafts; tourism - agro
tourism, sightseeing tourism, rehabilitation services;
retail - selling local products in internal marketing;
transport - logistic services centre, transit transport
services.

Stimulating young people’s interest in living and
doing business in rural areas: education (knowledge
centres in rural area); social infrastructure and
quality of services; cooperation between institutions:
providing services to the labour market and the
employers, schools, and families.

Improvement of business development, employment
and social policies: liberalisation of the legal,
political, and economic (tax system) environment;
cooperation between public policy administration
institutions.

Decentralisation of decision-making, wide use of
SERWWRP XS” DSSURDFK

Conclusions and recommendations

1.

104

The economic and employment situation in Telsiai

municipality (LAU1) of Telsiai county (NUTS3), which
were chosen as pilot areas in Lithuania was analysed
for the implementation of the research aim. These

DUHDV XQGHU WKH UHJLRQV W\SRORJ\5FRXPRGLWH FODVVL,HG*($7 8/%

daily life. There have been efforts of establishing

the EU
Structural Funds but the results did not fully meet
expectations.
The main recommendations to increase rural

HPSOR\PHQW LQ 7HOVLDL UXUDO DUHDV ZHUH
during the research together with local actors
from Telsiai pilot areas: 1) to increase cooperation
among local development stakeholders: partnership

stimulate young people’s interest in living and doing
business in rural areas; 4) to improve business
development, employment and social policies; and
5) to decentralise decision-making and wide use of
SERWWRP XS” DSSURDFK
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CONSUMERS’ COMPLAINTS AND COMPLAINT HANDLING AS A
CRUCIAL ASPECT OF GOOD MARKET FUNCTIONING

Evelina Spakovica 1, Dr.oec., Genadijs Moskvins 2 Dr. habil.sc.ing.,  Marks Moskvins 3, Mg.oec.
Abstract.  Despite a generally high level of consumer protection guaranteed by th e EU legislation, the problems
encountered by consumers are still too often left unresolved. At the same time, the fact that consumers do complain
when they experience problems is an important feedback mechanism for businesses, allowing businesses to improve
their performance. Therefore, the paper presents the analysis of actu al consumer behaviour in the EU and Latvia in
case if a complaint is necessary to protect their as consumers’ rights, the ten dencies for the complaint submission
DQG DSSHDO WR SXEOLF DXWKRULWLHVY RU FRQVXPHWRRIUGBDQ LPDXIPFEFW XRIWH UN R7 KDH VIHLIPOR U \
paper is to analyse the tendencies of complaint submission, the behaviour of consumers when complaint is necessary,
and importance of complaining for good market functioning. The study is based on the review of legislation, the

GRFXPHQWY RI WKH (XURSHDQ &RPPLVVLRQ DQG OLWHWDHFX\UIHR @ @ G QBHXKPIHYUL X UK WY WEH
WKH DXWKRUV DSSOLHG GHVFULSWLYH PHWKRG DQG VHMRIG BRP SO®MO W QD3 & D\ Q& RIPLEHD B U
aspects for a good market functioning. If consumers do not complain when they experience a problem, redress is

GHQLHG WR WKHP DQG YDOXDEOH IHHGEDFN LV ORVWLEN WHKEOVEG R LQRIW VFRPEODUY HKKHQ WK
a problem. Therefore, both — the consumers and sellers/providers/man ufacturers should be more active to solve the

H[SHULHQFHG SUREOHP &RQVXPHUV VKRXOG FRPSODLQDFEW W HUWHO @HIWA/SBBRMLEK Y VSRIRG X V
complaint handling.

Key words:  consumers’ complaints, complaint handling, feedback, consumer behaviour.

JEL code: M390

Introduction Therefore, it is important to identify, which parts of the
The role of consumers increases owing to market are not working well for consumers (European
VRSKLVWLFDWLRQ RI UHWDLO PDUNHWV&RPRPHYETHRD) LQIRUPHG
and empowered consumers are the motor of economic In this connection, the aim of the paper is to
FKDQJH DV WKHLU FKRLFHV GULYH LQQRMNIYEL the Briencigs ;of L¢pompaint making, the
&RPPLVVLRQ RI WKH« "HVSLWH W K Pehrvioyk ofocangymgrspiyhen complaint is necessary,
consumer protection already achieved in the EU, it is and importance of complaining for a good market
still possible to improve fundamentally the situation functioning. In the framework of the research, the
for the EU consumers. While the technological means following tasks were undertaken: 1) to examine how
are increasingly in place, yet business and consumers’ often consumers encountered a problem with goods or
EHKDYLRXU ODJV IDU EHKLQG $FFRUGL@YVigesRand their;rgagtippytp the experienced problem;
17% of the EU consumers reported that they had 2) to analyse consumers’ propensity to complain as a

encountered problems when buying something in their ZKROH DQG ¢QG RXW ZKHUH WKH\ DUH UHDG\ WR

country (same proportion as in 2010). In Accordance 3) to understand the reasons for not complaining;
with the Empowerment Report of 2011, the overall ) WR DQDO\YH WKH OHYHO RI FRQVXPHUVY FRQ¢GF
¢ QD QF LD Onc@r@d/by European consumers due to rights, trust, and satisfaction in the market; 5) to work
their encountered problems was estimated at 4 % of the out recommendations for better complaint handling
*'3 Rl WKH (8 (XURSHDQ &RPPEVVLRQ taking into account the importance of complaint for a
7KHUHIRUH WKH &RPPLVVLRQ ZLoogo%ﬂ‘ﬂrlﬁe‘JWﬁof'B%Gv o ot lecislat
WKH IROORZLQJ WZR VSHFL(F REMHFWhYEW study 'Eﬁ’%%%?r\_fﬁ‘ﬁhre‘,"ew ° _eg'sat'o(;‘*
information and raising awareness of consumer rights and the "literature on - consumer Tights’ protection, - an

. . - behaviour as well as on statistical data available from
interests among both consumers and traders; 2) building

. . WKH (XURSHDQ &RPPLVVLRQYV $QDO\WLFDO 5HS
knowledge and capacity for more effective consumer

SDUWLFLSDWLRQ LQ WKH PDUNHW (xu'\f;agih&lfzé?cvgfbgﬁfléonRLQRCQ'TW"RQV 6FRUHERDUG DQG &

. ; arkets ore ucted™in 2009-2012. In the
2012 9. If consumers are able to play fully their role in studv. the authors applied descriotive method and
the market, making informed choices, and rewarding Y PP P

HI¢FLHQW DQG LQORYDWLYH EXVLQHVVHYOWRHHBRYH 0 exwn wr
stimulating competition and economic growth. On the

other hand, markets, where consumers are confused, Research results and discussion
PLVOHG ¢(QG LW KDUG WR VZLWFK RU KDYHODIUWWWWOYN AMKRDWHUHMEBREAEH PRUH HI(FLHQWO\ W
less competitive and generate more consumer detriment, demand will perform better in competitiveness and

WR WKH H[SHQVH RI WKH HI¢FLHQF\ RI W KibovRiyrHa&smsGual wilFde guer@in tune with the lives

1 Evelina Spakovica. Latvia University of Agriculture. Tel. + 371 63021041, e-mail address: evelina.spakovica@llu.lv
2 Genadijs Moskvins. Latvia University of Agriculture. Tel. + 37 1 63080687, e-mail address: logicor@llu.lv
3 Marks Moskvins. E-mail address: mark.moskvin@mail.ru
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Don't know 1%

No 23%
Business(es) concerned to Court 2%
Business(es) concerned to an out-of-Court 54
dispute settlement body (ADR) °
Complaint to the manufacturer 13%

Complaint to the retailer m 65%

0% 10% 20% 30% 40% 50% 60% 70%

Source: authors’ construction based on TNS Opinion & Social, 2011

Fig. 1. Actions undertaken by consumers in response to experienced p roblem

DQG JRDOV RI WKH (8 FLWL]J]HQV 7KH RXWFRRBHF¥RRG FRO WR MWIKH GDWD RI WKH &RQVXPH
in economic and non-economic terms are the ultimate 6FRUHERDUG (XURSHDQ &R PAp lcohsunterd,

arbiter of whether markets are failing or succeeding who encountered a problem after they had bought

LQ WHUPV RI FLWL]HQVY H[SHFWDWLR Q \sometRintjHaorlainat! KibbutjtQtd the seller/provider/

outcomes for consumers are based on consumers’ real
experience in the market.

According to the survey of consumers’ opinion (TNS
2SLQLRQ 6RFLDO
(21%) in the EU 27 had encountered a problem with a
commodity, a service, a retailer, or a provider in the
past 12 months, for which they had legitimate cause for
complaint. In Latvia, the respondents had encountered
a problem in 16% of cases. However, in some cases

manufacturer in 80% cases in the EU 27 and in 58%
of cases in Latvia. That demonstrates a huge difference
between the EU 27 and Latvia: consumers in Latvia are

PRUH WKDQ RQH L @ugch'Holld pagss/R, Qu@iphe@iiiwth the EU 27. Therefore,

and especially in Latvia, it is important to encourage
consumers to communicate their problems and to seek
VROXWLRQV VLQFH FRPSODLQV EHQH¢{¢WV QRW
themselves but also the market as a whole.
The indicator of complaints captures the severity of

FRQVXPHUV PLIJKW ODFN DZDUHQHVV ZKD VW probler, Jiven LiffaDitdkes Dty time and effort to

IRU FRPSODLQW"™ LPSOLHYV ,W LV HYLGHERAGOD\LY KHRIDRWRIWKDWO ERG\ WKDQ WR IDPL(
PRVW IUHTXHQWO\ WKH UHSO\ 3KDYH HQ F Radaiheér re&bbi¢h, BaQed 8nihe EndudiPnarket monitoring

IRU ZKLFK WKH\ KDG OHJLWLPDWH FDXVHVIRUY HR P&SQIRISHD Q ZOR/P P L §) it MR detected

chosen by the respondents aged 25-39 (26%), the
respondents with highest education levels, i.e. educated
and older than 20 years (29%), and managers (32%).

The respondents that reported the lowest incidence of
such problems were among the oldest respondents aged
55 and older (16%) and the less educated who had left
school at age 15 or younger (13%), retired persons
(15%), and those who had never used a computer

&RQVHTXHQWO\ WKRVH FRQVXPHUYV

rights better, were the ones, who had more encountered
a problem (TNS Opinion & Social, 2011).

More than three-quarters of consumers, who had
experienced problems in the last 12 months, took some
form of action in response to their problems (77%), while
23% took no action at all. Those who took action (multiple
answers were possible) were most likely to respond in
the form of making a complaint to the retailer or provider

RI DOO H[SHULHQFLQJ D SUREOHP

smaller number of consumers had made a complaint to
the manufacturer (13%) (Figurel).

By contrast, consumers in Latvia were the least likely
to take any action (only 55% took some form of action).
That was the second lowest percentage of consumers,
who were ready to take some actions in response to
experienced problem in the EU 27.

Economic Science for Rural Development No. 32, 2013
ISSN 1691-3078

that 76% of consumers who had encountered a problem

complained about it to the company, the complaint body,

IULHQGV RU IDPLO\ &RQVXPHUVY SURSHQVLW

has considerably dropped both for goods and services’

markets, as compared with 2011 (81%) and 2010 (79%).
For all goods and services’ markets, by far the most

likely party to be addressed is the seller of the product or

the provider of the service, i.e. the immediate and known

pdiit Pf Ndptddd (sppréhtHéd by 60% of respondents

who encountered a problem). Only 5% of those, who

had a problem, addressed their complaint directly to a

PDQXIDFWXUHU &RPSODLQWY DGGUHVVHG WR D

as a public authority or consumer organisation remained

rare (7%) and were more likely to occur in services’

markets (9% as against 4% in goods markets). Finally,

almost a third of consumers (31%) shared their problems

ZLWK IULHQGY DQG IDPLO\ FRQ{UPLQJ WKH L

AZRPSDRIDMRAXYWRY LQ UHSRUWLQJ EDG H[SHULHC
Having established the fact that very few consumers

after having experienced problems had made a complaint

to a public authority or a consumer organisation, the

surveyors asked those consumers who had not taken

any action to explain the reasons for not taking their

complaint to the relevant bodies. The most frequently

cited reason (multiple answers were possible) for not
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Don't know

Other

Consumers were not sure about their
rights
Consumers don't know how/to whom
to complain

It would take too much effort

It would take too long

Consumers believed they were
unlikely to get a satisfactory result

The sums involved were too small

The satisfactory result from retailer is
received

3 2%
4%,

i Latvia
HEU 27

449

0%

Source: authors’ construction based on TNS Opinion

10% 20% 30% 40%

& Social, 2011

50%

Fig. 2. Reasons for not taking complaint to consumer organization

4?2

% 41%

2011

EU 27

Source: authors’ construction based on the European Co

Fig. 3. Consumers who felt they had a reason to complain, but didn’t

making a complaint to a public authority or consumer
organisation was the fact that the person had already
received a satisfactory result from the retailer/provider
of the good/service (44%) (Figure 2.) In Latvia, this
percentage is much lower compared with the EU 27, only
29% of consumers had received a satisfactory result from
the retailer/provider of the good/service. The retailers
and providers in Latvia are not so loyal to consumers and
their problems as in the EU 27.

The next most common reason, mentioned by close
to a quarter of respondents, was that the sums involved
were too small (24%), in Latvia — 28%. Obviously,
relatively few respondents did not perform this procedure
due to their expectations of an unsatisfactory response
or outcome. For example, only 15% believed they were
unlikely to get a satisfactory result, and similar number
of respondents replied that in their opinion it would take
too long or take too much effort (13% each). Whereas,
19% of respondents answered that either it would take
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2010 2009

Latvia

mmission, 2012 A

, %

too long or it would take too much effort. The reasons
mentioned by Latvian consumers were even more
important — 25% believed they were unlikely to get a
satisfactory result, 24% answered that in their opinion
it would take too long, and 31% thought it would take
too much effort. It means that consumers in Latvia
DUH OHVV FRQ¢/{GHQW LQ WKHLU ULJKWV WKDQ
(Figure 2).
Moreover, Latvian consumers most likely admitted
that their main reason for not complaining to a public
authority or a consumer organisation was their opinion
that this process would take too much effort. Moreover,
the situation was similar in case of complaining to a
VHOOHU SURYLGHU PDQXIDFWXUHU 7KH VWXG\ RI V
&RQGLWLRQV 6FRUHERDUG (XURSHDQ &RPPLVVLR
shows that even those consumers who felt they had a
reason to complain to a seller/provider/manufacturer, did
not do that in 20% of cases in the EU 27 and in 42% of
cases in Latvia (Figure3).

L
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Fig. 4. Consumers’ satisfaction level in EU 27

The data in Figure 3 reveal a dramatic difference
between the EU 27 and Latvia in reaction on suspicion
that consumers had reasons for complaining to a
seller/provider/manufacturer. Therefore, consumer
empowerment seems poor, since 42% of consumers did
not complain despite having a reason to do so; it is the
second highest rate in the EU. It approves the fact that

FRQVXPHU SURWHFWLRQ UXOHV (XURSHDQ
20128 &RQVXPHU WUXVW LV IXQGDPHQWDO WR Zt
PDUNHWY 2 DV .HQQHWK $UURZ REVHUYHG ’“YLI
commercial transaction has within itself an element

RI WUXVW~ . HQQHWK % 3URSHU HQIRUF
consumer legislation is also of crucial importance to

protect reputable businesses from unfair competition.

FRQVXPHUV LQ /DWYLD DUH QRW FRQ¢GH @R QP BRVJRWI EMOLHY WXSSOLHUVY FRPSOLDQ

in a positive result of complaining.
7KH DQDO\VLV RI
WKRVH LQWHUYLHZHHV ZKR
feel protected by consumer law, less often say that
taking a complaint to a public authority or a consumer
organisation would take too much effort than those, who
GR QRW IHHO WKDW ZD\ &RQVHTXHQWO\
undermines the ability of consumers to uphold their
rights by not complaining since it would take too much
HITRUW DQG LW LV GXH WR FRQVXPHUVT
poor level of knowledge about consumers’ rights.
The two relatively rarely cited reasons for not
initiating a complaint procedure were lack of knowledge
to whom to complain to (9% in EU 27 and 10% in Latvia)
DQG ODFN RI
(9% in EU 27 and 11% in Latvia). Therefore, the study
leads to a conclusion that there are some problems at
the EU 27 level connected with not complaining to a
public authority or a consumer organisation, whereas

FRQVXPHU FRQ¢{GH@®RYHWKWREM WEBDW WKUHH
IHHO FRQ ¢ &BIQ W. ID2Q1Q, |88k vhlf afKhe EU 27 respondents

protection rules has seen a slight but steady increase
\HDUV (XURSHDQ
(47%) expressed a high level of trust, while 13% were
QRW FRQ¢GHQW RI EXVLQHVVHVYT FRPSOLDQFH
protection rules. Trust is evaluated higher in Western and
Wakten®EuFopedR Icddtiizg) Wigiedi Hastern European
countries it is assessed below the EU27 average.

$FFRUGLQJ WR GDWD RI WKH &RQVXPHU
G B RN HARIRI GRS DDG &R PR, IMokeLIRaQ
six out of ten respondents in 2011 (same proportions
as in 2010) believed that public authorities protect their
as consumers’ rights (62%) and that retailers (65%)
respect these rights.

FRQ({GHQFH LQ RQHTV DV FREWXRHWIMW IDEMMRQ  FRPSRQHQW PHDVXUHV

which different markets meet consumers’ expectations.
Nearly 60% of the EU 27 consumers stated that, overall,
the markets surveyed live up to their expectations (score
8-10) (Figure 4). The average score for this component

FRQVXPHUV LQ /DWYLD DUH OHVV FRQ ¢ G HiGWhashees stahte\ovorlit@ iddstvthrbeyears.

less loyal to consumers and their problems compared
with the EU 27.

$FFRUGLQJ WR WKH (XURSHDQ &RQVXPHYHWBOWVHRU&E RI

GDWD (XURSHDQ &RQVXPHU

pattern of complaints remains basically the same: more
than half of them relate to a purchase on the internet and
20% by distance selling. The major concerned sectors
are transport, especially by air, recreation and leisure,
hotels, and restaurants (respectively, 31.9%, 20.3%,
and 11.7% of all complaints). The problems are relatively
highly distributed among the product/service itself, the
delivery, the price and payment, and the contract terms
(respectively 34.1%, 28.6%, 11.1%, and 10.2% of all
complaints).

Sellers, providers and manufacturers are not
interested in situation, when complaints are submitted
GLUHFWO\
is that they could be imposed by penalty. The second
reason is that they lose a valuable feedback from
consumers. They should create their own relationships
with consumer for long-term collaboration, based on
satisfying of needs and trust.

The trust component measures the extent to which
FRQVXPHUYV

\HDU
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WR FRQVXPHU RUJDQL]DWLRQPRRQVKIPHUU\RW IDEDVRWLRQY HWF

Goods’ markets score better on this component (as
with all other components) than services’ markets with
DQG UHVSHFWLYHO\
[ IB&dteth BEurbpdan tiuttdes are considerably less likely
WR WKLQN WKDW PDUNHWYV "GHOLYHU" WR WKH
consumers in Western Europe are more positive in this
regard. These regional differences are most striking for
the banking and insurance markets.
Atthe same time, the fact that consumers do complain
when they experience problems is an important feedback
mechanism for businesses, allowing them to improve
their performance and provides useful information for
authorities indicating, where policy intervention might be
QHFHVVDU\ )LJXUH 'LVVDWLV,{HG FRQVXPHU\
address the retailer and/or a third-party organisation
dealing with consumer complaints — national authorities,
&RQVXPHU
play an essential role in improving consumer information
and knowledge, and identifying market problems, thus,
they could provide information to sellers, providers,
or manufacturers about consumers’ legislation if the
problem arises or some advice is needed for better
market functioning. Such help is essential for effective

IHHO FRQ¢{¢GHQW WKDW E XV LcQnipMixtHheindkng RusdOgood Imatket functioning since
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Fig. 6. Importance of complaint as an aspect of a good market functi oning

previous research showed that some problems would
also arise when sellers and providers are not informed
about their obligations according to consumer legislation.

For example, the retailer Eurobarometer survey in 2011

found that only 26% of retailers knew the exact period

during which consumers have the right to return a
defective product. (Spakovica E., Moskvins G., 2012)
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Responsibility for the product quality helps to
guarantee that sellers, providers, and manufacturers
will satisfy their clients, it will strengthen the trust
between parties, and could increase repeated purchases
(Blackwell R. D., Miniard P.W., 2007). Similarly, poor
complaint handling by companies is both a source
of harm to consumers and a missed opportunity to
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reinforce consumer loyalty. At the same time, in line
with previous years, only around half of those consumers
ZKR FRPSODLQHG WR FRPSDQLHV ZHUH VDWVKHH® QULXWPKHWIKHRPSODLQWY DGGUHVVHG W
UHVXOW (XURSHDQ &RPP)(MyuteR)Q

7KH GDWD LQ WKH ¢(JXUH GHPRQVWUDWHWYH WIXIDQV UIDQ H
WKH OHYHO RI FRQVXPHUV VDWLV/,HG

handling was low — in the EU 27 (58% of consumers).
However, in Latvia, this level was even lower — 50%
in 2011, and it has decreased compared with 2010.
It means that situation has not improved during these

\HDUV ,Q DGGLWLRQ EHLQJ QRW VDWLV¢ HGd Zaiwe Ks ther @anlywekcedtioh in the EU 27 in
complaint was handled, most consumers gave up and
took no further action (73% of consumers — the highest

in the EU). In the EU, the percentage of consumers,
who were not ready to take further actions was
much lower — 45% (Figure 5).

,Q FDVH

seller/provider/manufacturer, but not to consumer

RUJDQL]DWLRQV

dissatisfaction about quality of goods or services,
improve it, and prevent consumers’ decision to
DGGUHVV FRPSODLQW WR WKH
(Figure 6).

Basing on the survey analysis and requirements of

legislation, the authors conclude that sellers/providers/
manufacturers should play more active role in the
process of complaint handling, for example, they should

ZKHQ FRQVXPHUV FRPSODLQ

The seller of the product or the provider of the service
is by far the most likely party to be addressed by

such as a public authority or consumer organisation

&RQVXPHU RUJDQLVDWLR!
24s@nkal role s ipravipg\tonsumer information,

knowledge, and identifying market problems. Yet,

Latvian consumers (31%) are more inclined to

consider that complaining to a public authority or a

consumer organisation would take too much effort,

choosing this substantiation as the main reason for

not complaining to a public authority or a consumer

organisation.

&RQVXPHUV LQ /DWYLD DUH PXFK PRUH
compared with the EU 27. One of the reasons is that
FRQVXWRUWHKIKQ /DWYLD DUH QRW FRQ¢GHQV
believe in a positive result of complaining. The second

LW LV SRVVLEOH WR U H BRsgnisRgt reFafec and preMigeryin Latvia are not

so loyal to consumers and their problems as in the
EU. Only 29% of consumers received a satisfactory

F R QV X P Hresult o theretpiteviprorider. In addition, being

QRW VDWLV{HG ZLWK KRZ WKHLU FRPSODLQ
most consumers give up and take no further action

(73% of consumers — the highest in the EU). In the

EU, the percentage of consumers, who are not ready

to take further actions, is much lower — 45%.

undertake some steps when they receive a complaint: 4. The lack of awareness undermines the ability of
1) to analyse the situation, requirements of legislation, consumers to uphold their rights: not complaining
DVN IRU DGYLFH IURP FRQVXPHU RUJDQVIRWFHROW ZRFHOG WDNH WRR PXFK HIIRUW
analyse causes of consumer’s dissatisfaction; E\ FRQVXPHUTV ODFN RI FRQ/;GHQFH DQG Si
2) to work out a complaint handling mechanism knowledge about consumers’ rights.
for quick and effective reaction on consumer's 5. Sellers/providers/manufacturers are not interested
complaint; in situation, when complaints are submitted
3) to analyse who was at fault for non-qualitative GLUHFWO\ WR FRQVXPHU RUJDQL]DWLRQ\

goods or services. In case, if it was a manufacturer
or supplier's fault, the seller or provider should
change its supplier. Whereas, if that was a seller or
provider’s fault, then they need to take into account
consumer’s opinion, respect it, and to be grateful
for the feedback since it gives possibility to detect
problems with goods or services and improve their
problematic points.

The detection of problematic points based on

complaints and complaints’ handling system, helps to
increase consumers’ level of satisfaction and provide
stable communication and relationship between a
consumer and a seller, a provider, or a manufacturer.
Moreover, it gives possibility to react more quickly to
the challenges of global supply chains and to get timely
information about emerging product safety risks for
improving quality and safety of goods, services, and
competitiveness in the market.

Conclusions, proposals,
recommendations

1.

ORUH WKDQ RQH LQ ¢YH UHVSRQGHQWYV

27 has encountered a problem with a good, a service,
a retailer, or a provider. More than three-quarters of
consumers, who have experienced problems in the
last 12 months, took some form of action in response
to their problems (77%), while 23% took no action
at all.

Economic Science for Rural Development No. 32, 2013
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reason is that they could be imposed by penalty.
The second reason is that sellers/providers/
manufacturers lose a valuable feedback from
consumers, preventing them from improving their
performance. Similarly, poor complaint handling by
companies is both a source of harm to consumers
and a missed opportunity to reinforce consumer
loyalty. At the same time, in line with previous
years, only around half of those consumers who
FRPSODLQHG WR FRPSDQLHV ZHUH VDWLV¢
result.

On basis of the survey analysis and requirements
of legislation, it was concluded that sellers/
providers/manufacturers  should play a more
active role in the process of complaint handling
and create relationships with consumers for a
long-term collaboration, based on satisfaction of
needs and trust. Detection of problematic points
based on complaints and complaints’ handling
system gives possibility to react more quickly
on the challenges of global supply chains and
get timely information about emerging product
safetyl @sk¥V fOH inf@roving quality and safety of
goods, services, and competitiveness in the market.
It is also important to encourage consumers to
communicate their problems and seek solutions,
VLQFH WKHLU DFWLYLWLHV SURYLGH EHQH,
consumers themselves, but also for the market as
a whole.
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Procedures for the Submission and Examination of

&RPPLVVLRQ Rl WKH (XURSHDQ &RPPXQL®onsymer Claims Regarding the Non-conformity
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I. Aleksejeva 8VH RI *HQHWLFDOO\ ORGL¢HG 2UJDQLVPV LQ )RRG 3QROBIXXFWLRQ DQG )

USE OF GENETICALLY MODIFIED ORGANISMS IN FOOD PRODUCTIO N
AND FUTURE CHALLENGES

Inese Aleksejeva 1 Doctoral student, Faculty of Economics and Management,
University of Latvia

Abstract.  This is a theoretical research with the aim to assess some of the mostim portant achievements regarding the

XVH RI JHQHWLFDOO\ PRGL¢{HG RUJDQLVPV *02 LQ IRRGA\S RRGCKFOHWQFDIOWK PRGHR SIGD *0
*0 PLFURRUJDQLVPV *00 DQG *0 DQLPDOV 7KHYDHD IWDVR RXPWPKOLWLWMH GLIITHUHQW OLWHU
DYDLODEOH WR ¢QG RXW DQG LQYHVWLJDWH DSSOLFDOVDREGXR3 WRHLQRIREG SURGXEMLR
into future prospects of GMO used in agriculture and food production highlighti ng the use of GMO at different stages

of food chain. There is a substantial challenge for the world food syste m, as for several years it is evident that the

global population is growing, and diets and consumption levels change. Obviously , we will need to produce more food,

DQG JHQHWLF PRGL,FDWLRQ LV RQH Rl WKH RSSRUW XX OWIVHR | ZHKFHD\DXQFRVD W Il JHRGU HQ RUWHP D
data suggest that the future of GMO used in food production looks encouraging, al though success of this technology

depends on many factors.

Key words: *02 *0 FURS *00 *0 DQLPDO JHQHWLF PRGL¢{FDWLRQ

JEL code: N50; O13; O31; Q16

Introduction 'LWK WKH KHOS Rl JHQHWLF PRGL¢FDWLRQ L
The aim of this article is to present a theoretical resolve at least some of these important problems, and

assessment of some of the most important achievements the data and information reviewed in this article provide

regarding the use of GMO — organisms in which the an insight into different applications and prospects of

genetic material has been altered in a way that does not GMO.

occur naturally by mating and/or natural recombination 6XPPDUL]DWLRQ RI WKH DYDLODEOH LQIRUPD
WKH (XURSHDQ 3DUOLDPHQW DQG WKH &R¥ed GHOs in foodpradgstion allows predicting the

food production. Respectively, GM food is food obtained market demand in the future and consumers’ willingness

IURP *02 7KH PDLQ WDVNV DUH WR VXProDbuy]as @eli|asugapymers’ expectations of the

literature and data available to show what role GMO play WHFKQRORJ\ ZKLFK FDQ EHQH¢{;W WR DOO RI XV

LQ WKH IRRG FKDLQ DQG LQ WKH ¢HOG RI DJULFXOWXUH LQ JHQHUDO
DQG WR H[DPLQH SRVVLEOH FKDOOHQJHVRERScE HHiWY Rl WKLV

new technology, which could play a very important role In 1994, the US Food and Drug administration (FDA)

not just in food production, but also in different sectors formally acknowledged that GM tomato Flavr Savr

of national economics. _ GHYHORSHG E\ WKH &DOLIRUQLDQ &RPSDQ\ LV
For centuries humans have altered plants and animals ) . . L
conve{monal counterpart is, and issued permission to

E\VHOHFWLYH UHSURGXFWLRQ EUHHGLO fiorh i oh i iman3. U Sl Sawr_tomato was
have a wide range of domestic animals and plants grown JHQ ':tv}l LFDO O.\ P RhIG L:‘.”H ”G W RtthO R f LWV ULSHQLQ.
IRU IRRG 'KDUPDQDQGD 6 *HQHWLPreﬁeﬂéqur?-BoU\‘?ﬂ'??V@W'es' afiowing the tomato ‘

. . i WR UHWDLQ LWV QDWXUDO FRORXU DQG ADYR)
is more targeted as it allows to predict the results and 1992

to improve necessary traits of the organisms: resistance )- \ ) \

to certain pests, herbicides, plant viruses or microscopic 7KH HDU ZDV WKH ¢UVW HDU LQ ZK

IXQJL FDXVH GLVHDVHV VR FDOOHG (;UVV\)”ﬂJ-Qg#UFQ\QWRda\PﬁeoBW\FURSV FRQWDLQLQJ
enhanced or altered nutritional properties (second SODQWHG &RQVHTXHQWO\ HYHU\ \HDU PRUH L

generation plants). Nowadays, food production broadly crops enter the food -market increasing |n areas from
XVHV *00 HVSHFLDOO\ LQ DFTXLVLWLRG’RMlignqpeiares in 4§96 to 160 million hectares

animals, although still under investigation, can also in 2011 making GM crops the fastest adopted crop
EHQH¢;W WR IRRG FKDLQ HQKDQFLQJ W K Hteshngtagyxir {eLhistory of pipdetnigagriculture (ISAAA,
animals, or alter their products. 2011).
In spite of huge progress and new techn0|ogies In the world, there are 16.7 million farmers
introduced in food production processes, environmental in 29 countries, including 19 developing countries
conditions and cataclysms arouse daily problem of hunger and 10 industrial countries growing GM crops. The main
to about one billion people. In developing countries, RI WKHP LV WKH 86 PLOOLRQ KHFWDUHV IRO!
inadequate and unbalanced nutrition or malnutrition is (30.3), the other main countries planting GM crops in
a cause of premature death or disability for every third ZHUH $UJHQWLQD ,QGLD DQG &D

LQKDELWDQW RI WKH ZRUOG &RKHQ 0 - (104).

1 & RUUHV SR QG L Qlel.D8¥ RIET5493
E-mail: aleksejeva.inese@gmail.com
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I. Aleksejeva 8VH RI *HQHWLFDOO\ ORGL¢HG 2UJDQLVPV LQ )RRG 3QROGXFWLRQ DQG )XW

Table 1
Use of soy in the food production in 2011
Soy ingredient Use

/HFLWKLQ DQG RWKHU HPXOVL¢{HUV &KRFRODWH GHVVHUWMRRBRDBNHG JRRGV D
Oils and fats Margarine, vegetable oils, mayonnaise, and many other fat

products
Tocopherol / Vitamin E BUHYHQWY R[LGDWLRQ LQ PDQ\ IDWW\ IRRGV| XVHG LQ YL

products
Soy protein additives, soy isolate Prepared foods (soups, sauces), meat substitutes, diet foods,

imitation milk products, e.g. non-dairy creamer

Hydrolysed soy protein Soy sauce, seasonings
6R\ PHDO VHPROLQD ARXU
Products from whole soybeans

Bread, snacks, pasta
7RIX VR GULQNV PLVR VR\ ARXU

6RXUFH DXWKRUfV FRQVWUXFWLRQ EDVHG RQ *02 &BRSWWWESIRFHVVHG

BUHVHQWO\ WKH ¢UVW JHQHUDWLRQ RI

used in food production. Although there are hundreds

just some of them have reached the global market: the

*ODEUR SD/ORQ ZZFGW®B\ZKHDW DQG SRWDWRHV LV D

VRXUFH RI VWDUFK LQ (XURSH ODL]H VWDUFK LV X'
RI ¢UVW JHQHUDWLRQ *0 YDULHWLHV GH YrdterialSrHiBe prQdudtisrHof nRrbe@ @ food additives

such as corn syrup, corn sugar (glucose or dextrose),

PDLQO\ JURZQ DQG *0 VR\ PDL]H FDQRODPRGGE A RGNWRQUFK DQG VXJDU VXEVWLWXWHYV
According GMO Compass, only a few foods are

*HQHWLFDOO\ PRGL¢{HG VR\

Soybeans are about 18% oil and 38% protein.
Because soybeans are high in protein, they are a major
ingredient in livestock feed. Most soybeans are processed
for their oil and protein for the animal feed industry. A
smaller percentage is processed for human consumption
and made into products including ingredients, additives,
and vitamins. It is estimated that soy plays at least a
small part in 20000 to 30000 products that are on
the market today (Table 1), whether directly as an
ingredient or indirectly as feed or a nutrient source
(GMO Compass ).

GM soybeans are now widely grown in many countries
all around the world. In 2011, soybean plantings occupied
75.4 million hectares or 47% of global biotech area

,6$%%
$UJHQWLQD DQG &DQDGD

*HQHWLFDOO\ PRGL¢{¢HG PDL]H

SURGXFHG GLUHFWO\ IURP PDLI]H
popcorn, canned sweet corn, corn on the cob, or corn oil.

*HQHWLFDOO\ PRGL¢{¢HG UDSH
Already more than 40 years ago, oilseed rape with
very low toxic erucic acid content was obtained using
selection methods. In nowadays, rape is the main raw
material in the world used for the production of vegetable
RLO &XOWLYDWLRQ DUHDV RI *O0
hectares or 5% of the global biotech crop area (ISAA,

IRU H[DPSOH F

UDSH RFFXS\

7KH PDLQ *0 UDSH JURZHUV DUH WKH 86% &DC

and Australia.

5H;QHG UDSHVHHG RLO KDV EHHQ XVHG H[WHQ

the production of margarine. With its high content of
monounsaturated fatty acids (60-70%), rapeseed oil has

WKH PDLQ JURZHUV DUH WK Hds®Betom#ibhpoftad@ as healthy cooking oil. Rapeseed

FDQ EH XVHG WR SURGXFH FHUWDLQ HPXOVL¢HUYV

and substancesO that can help lower cholesterol levels
(GMO Compass ).

7KH LPSRUWDQFH RI PDL]JH JUDLQV WR WKH QXWULWLRQ RI
PLOOLRQV RI SHRSOH DURXQG WKH ZRUOGHQ HWELHF®OUHFRRELUYEG FRWWRQ

They make up alarge part of diets in developing countries.

7KH PDMRU FKHPLFDO FRPSRQHQW RI

starch, which provides up to 72 - 73% of the kernel
ZHLIJKW )$2
livestock and as raw material for the starch industry.
Starch, however, forms the basis of many foods and food
additives.

In 2011, the cultivation areas of GM cotton according

W KHISRAALrgbich&tH24. @ killonLhéctares or 15% of the

global biotech crop area.

apparel, home furnishings, and other industrial uses (such
DV PHGLFDO VXSSOLHV
African countries, cottonseed oil provides the main source

*0 PDL]H ZDV JURZQ IRU WKH ¢UVW W L PHat andWiKstp@hs abdi@s several food applications

&DQDGD LQ 6LQFH WKHQ
expanded to more than 51 million hectares worldwide
(32% of global biotech area (ISAAA, 2011)). Many
countries in North and South America, Africa, and Asia
JURZ *0 PDL]H
LQ WKH (XURSHDQ 8QLRQ (8

frying oil and is sometimes used to make margarine. The
oil is also a source of vitamin E (tocopherol).
Besides the four main GM crops cultivated in the

FRXQWULHYV FXOWLYDWH *0 LQVHFW UHVLVWalcile R@erdrit €ugdr beet, the commercial

RFFXS\LQJ KD LOQ
2011).
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| D U Ppla@idg of which was started in the USA in 2008.
PDNHVY ZHHG

*HQHWLF PRGL¢{FDWLRQ
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I. Aleksejeva 8VH RI *HQHWLFDOO\ ORGL¢HG 2UJDQLVPV LQ )RRG 3QROBIXXFWLRQ DQG )

Table 2
GM crops in the pipeline worldwide
Crop Trait Possible commercialisation
Bean Virus resistance (to geminivirus) 2012
Eggplant Insect resistance
Abiotic stress tolerance 2014
Fungus resistance
Eggplant Fungus resistance 2014
Tomato Abiotic stress tolerance 2014
Extended shelf-life 2014
&DEEDJH Insect resistance
&DXOLARZHU Insect resistance Biosafety research level, 2015
Okra Insect resistance
Mustard Male sterility (for plant vigour)
Wheat n/a Pre-production trials, 2012-2014
&KLOOL n/a
Peanuts n/a Environmental release, 2015
&DEEDJH n/a
Rice Beta carotene content 2014/2015
6RXUFH DXWKRUTV FRQVWUXFWLRQ EDVHG RQtBX\HLEHWBH]RDQG 5RG
simpler and more effective (Mishutkina, I.V. et al., RI' A FDURWHQH ZLWK WKH KHOS RI *ROGHQ 5LFH
2010); in 2011 GM sugar beet was cultivated in to a reduction of chronic health problems caused by
VPDOO TXDQWLWLHYV LQ WKH 86 DQG &DQW®PLQ $ GH¢{¢FLHQF\ ZKLFK LV ZLGHO\ DFNQF
— Ringspot virus resistant papaya; in 2011 cultivated cause of blindness, but more importantly — exacerbates
LQ WKH 86% DQG &KLQD ,W LV RQH RI Wukcept@ikyNdinfettioRsXiveluding HW-AIDS, measles,
crop in developing countries, rich in vitamin A and and other childhood diseases. This leads to an increased
& 3DSD\D ULQJVSRW YLUXV LV RIWHQ ribrt@ityP lraté . QdpddafyV Bribng Q children.  (Dawe
the production of papaya worldwide (Arun Kumar R., et al, 2002). It is expected that Golden rice will be
etal, 2011); FRPPHUFLDOL]JHG LQ
— GM squash, tomato, sweet pepper according to
ISAAA is also cultivated in small quantities in some *HQHWLFDOO\ PRGL¢{¢HG PLFURRUJDQLVPV
FRXQWULHV EXW WKHLU SURSRUWLRQ LV7RRW LVOIQFOFPFHWRI PLFURRUJDQLVPV LQ IRR
Most GM crops under development by the industry has long been recognised: although some microorganisms

DUH PDMRU FRPPRGLW\ FURSV HVSH F_L DQ:QJEeVJ?’oHDdiQer%s RRd- 1ddd 'S\Poilage, others have
ZKLFK KDYH EHHQ JHQHWLFDOO\ PRGL ¢ HG gbWifedf by UL HRestNaBdi NAE to create new
traits i.e. |nc|uQ|ng reS|sta.mce. to one or mo-re herbicides WH[WXUHV DQG ADYRXUV * LQGHHG HQWLUHO
and several different toxins intended to kill pests. The . . )
analysis of available data reveals that extensive period is through brewing, bread making and cheese making

VR & $GGLWLYHV DPLQR DFLGV
UHTXLUHG IRU DQ\ QHZ FURS WR EH FRPP%@EERL%?EJIV]IQEQ]\PHV + FRXQWOHVYV VXEQVWDQFHV

Taking into account the complicated, expansive -

DQG WLPH FRQVXPLQJ SURFHVV RI FRPPHrEP#"EiBr‘c?[eJD’HWLLCﬁddVi_‘hW%?F'pOfGMM' In many

pipeline of GM crops for the next few years is already Ways,. these |ot§chnolog|c§I methods have replaced
GHWHUPLQHG &XUUHQWO\ LQ WKH SLsH&EHERpRURGLR Progyetions (j g SMO  Compass ). In
DUH ZLWK JHQHWLFDOO\ PRGLHi@sedv U DYaRHion@h difegepidype of food (bread, wine, beer
resistance and herbicides tolerance. Although it is also or cheese), the microorganisms function during the

IRXQG WKDW VRPH *0 FURSV ZLWK W UD L W Prodygiiop pracgssyiut gie §@§ rresgnt as viable (live)
product quality as well ensure virus resistance and abiotic FHOOV LQ WKH ¢(¢QDO SURGXFW (QJ\PHV RI DQ

stress tolerance (Deunwell J.M., 2010). origin may be produced independently of the supply of

The Table 2 shows some of the most popular GM animal and plant tissue (Sarrouh B. et al., 2012).
FURSV LQ WKH SLSHOLQH H[SHFWHG WR [Fér ex&pleHd Ryndei |13 Gvidely used in cheese
until 2015. LQGXVWU\ WKLV HQJ\PH LV VWDEOIldcds® WKH SU
One of the most discussible crops during last years is and guarantees a high quality product. Chymosin is
Golden rice. The search for it started off as a Rockefeller extracted from calf stomachs and is considered an ideal
Foundation initiative in 1982 ( Golden rice project ). Rice HQJ\PH IRU FKHHVH SURGXFWLRQ EHFDXVH RI L
is the most important component of diet for hundreds of properties.As chymosin RFFXSLHV D VLIJQL,FDQW SODF
millions of people in developing countries. Hence, delivery cheese production, and since the consumption of cheese
Economic Science for Rural Development No. 32, 2013 115
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Chymosin
fram
modified
yeast cells

Plasmid
yeast cells

W

Source: author’s construction based on NCBE

Fig. 1. How chymosin is made by GM yeast

LV LQFUHDVLQJ HYHU\ \HDU LW LV QRW SURWWOEOWHDR@W\PRQOHPBWRY DUH EHLQJ JHQHWLFDC

use calf stomachs to obtain the chymosin . Moreover, IRU WKH SXUSRVHV RI VFLHQWL¢{(F DQG PHGLFDC
that is why parallel to chymosin  obtained through WUHDWPHQW RI KXPDQ GLVHDVH DQG SURGXFWLRC
fermentation process, for example, with the help of food-producing animals (BSAS, 2012).

Aspergillusniger  QRZDGD\V HQJ\PHV SURGXFHG E\$BE@HMWQF JHQHWLF PRGL¢{FDWLRQ IRU SURGX
PRGL¢(FDWLRQ )LJ SOD\ DQ LPSRUWDQWRIRQGHGQ IRREB BRIKSWHLQJ DQLPDOV FDQ HQKD(

production. productivity of farm animals, or alter their products,
7KH *00 LV VHSDUDWHG IURP WKH HQRKPhy &dafhg Xstras which grow faster, which
before the latter is used for food processing. Some show greater resistance to disease, or which produce
consumer groups who have concerns regarding the QRYHO SURWHLQV LQ WKHLU HJJV RU PLON WKDW
potential threat of bovine spongiform encephalopathy as to human health. In some countries, such applications
ZHOO DV YHJHWDULDQV VXSSRUW VXFK X¥fd fRindlivESRgdidd experimentally, but the routine
Until now, no GMM have been approved somewhere XVH Rl GLUHFW JHQHWLF PRGL¢FDWLRQ LQ IRR
for use in food products — e.g. yoghurts, cheese — where animals is unlikely in the short to medium term as
they would be present as viable organisms, but there well as taking into account that most agricultural
LV D OLVW RI HQ]J\PHV 7DEOH XVHG LQ{odtﬁtt@Gha%%Grélﬁtl\%‘yR@w value, and gene
obtained with the help of GMM. WUDQVIHU PHWKRGY DUH LQHI¢(FLHQW DQG

‘LWK WKH H[FHSWLRQ RI O\WR]\PH LQ F(Mg\édﬁz)LQYHUWDVH
in  confectionary and glucose oxidase used as an There are numerous};)otentlal ?)pllcations of genetic

DQWI,‘R[I_‘GDQW LQ VRIW GL,“‘QNV PRVW "é%]r}éserhg opétjgﬁcuﬁ% H&HBI to develop new or
processing aids, rather than as additives, in that they altered strains of a%multural é |mportant livestock.

DUH LQDFWLYH GHJUDGHG RU UHPRYHG I&&%”WKOHFB’QQ” nySHr% dM animals are in

5 I?NE:]‘ a \I/ R Qf & . ) ) b 40 food development, although none has yet been approved for
ith help of genetic engineering, about 00 commermal use for example

HQJ\PHVY DUH QRZ SURGXFHG IURP *00 WKLV g \{amma aybeusedeitherforfood

isease f
[:T’OFétlJCt'?OﬂW KDQ PLFURELDO HQI\PHV RYH up Ouse%r t')?opharrg apﬁl ations. These animals have

UHFHLYHG PRGL{FDWLRQV WKDW PDNH WKHP U
common diseases, such as mastitis (a very painful
*HQHWLFDOO\ PRGL{¢HG DQLPDOV infection of the udder) in dairy cows, or particularly
'"HVSLWH WKH IDFW WKDW WKH ¢(UVW *0 DQL&dadlyV diséases,R BlhD LaQ HiBvine  spongiform
DERXW \HDUV DJR QR DQLPDOV DUH FRP RHdgghalgpathyfjHG IRU
food production, primarily because of ethical concerns — food use animals have been engineered to provide
and public perception. healthier meat, such as pigs that contain healthy
*HQHWLF PRGL¢{FDWLRQ RI DQ DQLPDO omhdgaRfatty lddids Y kevels comparable to those
PRGL¢FDWLRQ RI LWV JHQHWLF PDWHULDO ENQDEWH. QJ FKDQJLQJ

or removing certain DNA sequences to modify the — *0 (VK LQWHQGHG WR JURZ IDVWHU
characteristics of the animal or introduce a new trait, — drought and heat tolerant animals may allow high

such as disease resistance or enhanced growth, in a quality food to be produced in parts of the world
SUHGHWHUPLQHG ZD\ ()6% &KDQJHV L QWherk @isehde Gelim@te, or accessibility of forage

an animal’s genetic make-up can therefore be transmitted material have previously limited the ability to raise

to the next generation. food animals.
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8VH RI *HQHWLFDOO\ ORGL¢HG 2UJDQLVPV LQ )RRG 3QROBXXFWLRQ DQG |

Table 3
Commercialized food enzymes obtained from GMM
Enzyme activity Production organism Donor organism Food application
Alpha-acetolactate Bacillus amyloliquefaciens or subtilis  Bagillus sp. Beverages
decarboxylase
Aminopeptidase Trichoderma reesei or Aspergillus sp. &KHHVH GDLU\ ADYR
longibrachiatum
Alpha-amylase Bacillus amyloliquefaciens or subtilis Bacillus sp. Baking, beverages, starch

Bacillus licheniformis

Thermoactinomyces sp.
Bacillus sp.

Baking
Beverages, starch and sugars

Arabinofuranosidase  Aspergillus niger

A

0

pergillus sp.

Beverages

&DWDODVH

Aspergillus niger

Aspergillus sp.

Egg-based products

&K\PRVLQ Aspergillus niger &DOI VWRPDFK &KHHVH
Kluyveromyces lactis

&\FORGH[WUL Q| Bacillus licheniformis Thermoanaerobacter Starch

glucosyl

transferase

Beta-glucanase Bacillus amyloliquefaciens or subtilis Bacillus sp Beverages
Trichoderma reesei or Trichoderma sp. Starch
longibrachiatum

Glucoamylase Aspergillus niger Agpergillus sp. Beverages, baking, starch,

fruit-based products

Glucose isomerase streptomyces lividans Actinoplanes sp. Starch

Streptomyces rubiginosus Streptomyces sp. Starch

Glucose oxidase Aspergillus niger Aspergillus sp. Baking, egg-based products

Hemicellulase Bacillus amyloliquefaciens or subtilis  Bacillus sp. Bak ing, starch

Lipase, $VSHUJLOOXV RU\]IDH &DQGLGD RS

triacylglycerol 5KLIRPXFRU VS &KHHVH IDWV ADYR
Thermomyces sp. Baking, fats

Maltogenic amylase  Bacillus amyloliquefaciens or subtilis  Bacillyis sp Ba king, starch

Pectin lyase Aspergillus niger Aspergillus sp. Beverages, fruit-based
Trichoderma reesei or products
longibrachiatum

Pectinesterase richoderma reesei or Aspergillus sp. Beverages, fruit-based
longibrachiatum products

Phospholipase A richoderma reesei or Aspergillus sp. Baking, fats

longibrachiatum

Phospholipase B

richoderma reesei or
longibrachiatum

Aspergillus sp.

Baking, starch

Polygalacturonase Trichoderma reesei or Aspergillus sp. Beverages, fruit-based
longibrachiatum products
Protease $VSHUJLOOXV RU\]DH 5KL]RPXFRU &KHHVH
Bacillus amyloliquefaciens or subtilis Bacillus sp. Baking, beverages, cheese
Bacillus licheniformis Bacillus sp. Fish-, meat-based products
Pullulanase Bacillus licheniformis Bacillus sp. Starch
Bacillus subtilis Bacillus sp. Beverages, starch
Klebsiella planticola Klebsiella sp. Beverages, starch
Xylanase Aspergillus niger Aspergillus sp. Baking, beverages

Aspergillus niger
$VSHUJLOOXV RU\]DH

Bacillus amyloliquefaciens or subtilis
Bacillus licheniformis

Trichoderma reesei or
longibrachiatum

Aspergillus sp.
Aspergillus sp.
Thermomyces sp.
Bacillus sp.

Bacillus sp.
Trichoderma sp.

Baking
Starch
Baking
Baking, beverages, starch

Starch
Beverages, starch

Source: author’s construction based on Robinson C., 2002
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I. Aleksejeva 8VH RI *HQHWLFDOO\ ORGL¢HG 2UJDQLVPV LQ )RRG 3QROGXFWLRQ DQG )XW

Conclusions papers/genetic_modification_of_farm_animals/
It is obvious that impact and progress of technologies Access: 19.09.2012.
LV XQVWRSSDEOH LQWHU DOLD LQ WKH ¢(HOG&GDRKIVHWR R E UREXFHWMLROXQJIHU JLIWK $QQX
Every year more and more new technologies are 5HSRUW RQ WKH 6WDWH RI :RUOG +XQJHU &R
introduced in the sector of agriculture and food ed. Bread for the World Institute (1994), p. 147.
production. It is important now to be conscious of Retrieved: http://www.bread.org/learn/hunger-
their impact on exposure of products to predict market basics/hunger-facts-international.html. Access:
demand in the future, and to be able to manage food 12.09.2012.

SURGXFWLRQ SURFHVVHV LQ WKH ULJKW £ Lbaé ¥ L RdBerWdh H Hrfe \uhXeQehOL. (2002).

consumers’ expectations, ensuring competitiveness Golden Rice: What role could it play in alleviation of

and stimulating the development of national 9LWDPLQ $ GH ¢AobadIEY" 27:541-560.
economics. 5. Dharmananda, S. (2005). Issues Surrounding
1. To date, the data and information available on *HQHWLFDOO\ ORGL¢{HG * 3URGXEWYV ,QV
commercial GM crops mostly give evidence of the for  Traditional Medicine, Portland,  Oregon.
GHOLYHUHG EHQH{;WV LQ FURS SURGXRMlele® nRAMYWithonline.org.  Access:
there is also a number of products in the pipeline 12.09.2012.
which will make more direct contributions to food 6. 'XQZHOO -0 &URS ELRWHFKQRORJ\ SURV
quality, for example, rice with higher levels of and opportunities.  Journal of Agricultural Science
b-carotene; tomatoes with improved shelf-life; &DPEULGJH 8QLYHUVLW\ 3UHVV S
GURXJKW WROHUDQW PDL]JH HGLEOH 7YD|J_.:LE0po H¥od Ugaf’etyl UR&@thity (EFSA), 2012.
and vegetables. *HQHWLFDOO\ PRGL ¢ HRetrieveL MEpadV

It is possible that GM crops could contribute to www.efsa.europa.eu/en/topics/topic/gmanimals.
GHFUHDVLQJ SRYHUW\ E\ PD[LPL]LQJ FUR S SARGXE ¥ byibW\
and ensuring developing countries with crops of high 8. (XURSHDQ 3DUOLDPHQW DQG D&RI®FLO
quality and nutrition. S ) 2001/18/EC on the deliberate release into the
2. The importance of GMM application in food chain HQYLURQPHQW RI JHQHWLFDOO\ PRGL{HG R
is also indisputable. GMM have been developed repeah Council Directive  90/220/EEC
546

WR EHQH¢;W KXPDQ KH_DOWK DJULFXOWe%é{/}e—'d ://eVMrﬁé_xi.europa.eu. Access:
environment. Although GMM are not directly used 12.09.2012.

LQ IRRG SURGXFWV PDQ\ HQI\PHV )§VH)C?2RLC9 D|886$JULFXOWXUH 2UJDQL]DWLRQ RI Wl
production are now produced by GMM (about

atio (19 Maize in human nutrition
DPRXQWV WR PRUH WKDQ HQ]\PH\}\I 5’—29 58 e y fao.org/docrep/TO395E/
XVHG LQ IRRG SURGXFWLRQ 3URGXFW t%éhtm cces{lm\gogzou
via the genetic engineering approach focuses . .
RQ HFRQRPLF SURGXFWLRQ HQKDYQ FF”‘Ef‘dS OH& K@t Burope. (2012). Organic farming
) . . . arfs G ]crop production in Europe. Retrieved:
purity, and environmentally friendly production .
processes http.//www.foeeurope.org/snes/default/flIes/

3. Although GM animals are not still allowed to place preS?_releaT:eleoEIOE_faCtosheet_dcf)rgan|c_fa;\m|ng_.
RQ WKH PDUNHW LQYHVWLJDWLRQV LJ"aSeN-Febaadzdeosthyb-pdt ccess:

HIWHQVLYH DQG ZH FDQQRW LJQRUH W {o ﬂléHéwv WKLV
technology can introduce in the food chain. GM . Golden Rice Humanitarian Board & Network, Golden

animals have improved food production capabilities, rice project, Retrieved: http:/www.goldenrice.org/

enabling them to help meet the global demand index.php. Access: 15.09.2012.

IRU PRUH HI(FLHQW KLJKHU TXDOLW¥ %‘tﬁ'@b S-rRPY Yhesier {f:B. (2011). Genetically

sources of food. GM animals can contribute to JLQHHUHG $QLPDOV DQG 3XEOLF +HDOWK &l
improving the environment and human health by %HQHOWV IRU +HDOWK &DUH 1XWULWLRQ WKH
consuming fewer resources and producing less and Animal  Welfare. Biotechnology  Industry

waste. Organization . p.38.

The future of GMO used in food production looks 13. ,QWHUQDWLRQDO &RWWRQ $GYLVRU\ &RPPLWMW
encouraging, although, which of these technologies 2003. Cotton Facts . Retrieved: http://icac.org/

will be successful, depends on many factors Access: 05.09.2012.

such as safety, politics, economics, ethics, moral 14. ISAAA, 2011. Global Status of Commercialized

and other. Biotech/GM Crops . Retrieved: http://www.isaaa.org/

resources/publications/briefs/43/executivesummary
/default.asp. Access: 05.09.2012.

B|b||ography _ 15. -DPHV & *OREDO 6WDWXV Rl &RPPHUFLDC
Arun Kumar, R. Sathish Kumar, D., Gayatri, V. %LRWHEK *0 &QURSV 6559 %ULHI
and 1LVKDQWK 7 $ &RPSUHKH%V!WYE!3 ISAAA: Ithaca. NY '

Assessm.ent and Percgptlon of  Genetically 16. -HUPLVKLQ $ 3 i e - *HQHWLFKHFNL
ORGL¢{HG )RRS€nétic Syndromes & Gene PRGLLFLURYDQQLMH RUJDQL]PL oL¢ ’ UHD

Therapy , 2:3. _ _ *HQHWLFDOO\ ORGL¢HG 2UJDQLVPV 0\WKV DQG
2. Britsh Society of Animal Science (2012). Minsk: Tehnalogija. p.51.

*HQHWLF PRGL(FDWLRQ RI RQM%dDQLﬁDﬂyhutkma 1.V, Kamionskaia, A.M, Skriabin, K.G.
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ENVIRONMENTALLY FRIENDLY TRANSPORT SOLUTIONS

Andris Valdemars 1. Manager of Transport Fleet Renewal Department, Latvenergo AS;

Dzintra Atstaja, Dr.oec., associate professor BA School of Business and Finance
Abstract.  An effective transport system is a necessary part of modern life. Industr y and commerce depend on it,
and increasing use of the car has shaped today’s social and recreational | ifestyles. The key sustainable development
objective is to strike the right balance between the ability of transport to serve economic development and the ability
to protect the environment and sustain quality of life, both now and i n the future.
The objective of this paper is to study indicators of environmentally fri endly transport’s purchase and contributing

VRFLR HFRQRPLF IDFWRUV RI LWV SRSXODULW\ WR LGHQW KXFH@QVEV URURWKHQIGQ YWWHID® V8 RROC
HQYLURQPHQWDOO\ IULHQGO\ VROXWLRQV LQW R/ MWKHADYRD\GHGHW R/ R Q G& RO IDQE (IH) BROLWLFD
infrastructure, and information instruments that facilitate development of transport economy in Latvia. Analysis of

VWDWLVWLFDO GDWD DQG REVHUYDWLRQ ZHUH XVHG WR G UDQQ YARROQHHPHQAWR QWY F5H $H e 8 5P HEGI\G
environment friendly solutions.

7KH VLIQL,FDQW UHJLRQDO DQG VRFLR HFRQRPLF GLIITHUBHQMRHW EHRBBRHQ FRXQWW RHD GRS
uniform policy and, as a result, each country has mainly its own in itiative regarding the direction of environmentally

friendly decision.

Key words: indicators, transport, system, industry, EU.

JEL code: L62,L91

Introduction are stated. Statistical data of Latvia and Europe, the
An effective transport system is a necessary part of European Automobile Manufacturers Association (EAMA)
modern life. Industry and commerce depend on it, and DQG /DWYLDQ $XWKRUL]JHG $XWRPRELOH 'HDOHUV
increasing use of a car has shaped today’s social and and data of other sources are used in the work.
recreational lifestyles. The key sustainable development
objective is to strike the right balgnce between the ability Research results and discussions
of transport to serve economic development and the 1. The concept of environment friendly

ability to protect the environment and sustain quality of
life, both now and in the future.

) - ) In the context of this research, environment friendly
Economic activity always affects the environment, )
. o branches of the economy (include transport sector) are
but the potential degree of this impact a lot depends on

FRQVXPSWLRQ DQG SURGXFWLRQ SDWWI—Fﬂ?%e\‘?"thw v:éfbconsuml—?@? aﬁzoim(ezﬁmt?ot:;fs
&RPSDQLHV PXVW DGDSW TXLFNO\ § ge (poflu

VRFLDO HFRQRPLF DQG ¢VFDO GULYH m?ﬂVECB"Uec?\éAtBtaj RZ
. Sustainable transport refers to the broad subject
carbon economy. Businesses that can turn this challenge f b ¢ that hes b ’ ble. It
into an opportunity, by developing business models to 9 ranspor . at is or approac es being sus am? €.
enable adoption of low carbon solutions, will be in a includes vehicles, energy, infrastructure, roads, railways,
stronger position to mitigate rising carbon emissions and arways, Waterwe-lys, canals, P'Pe"nes' and termmal;.
adapt to the world dealing with the impacts of climate Transport operations and logistics as well as transit-

change (SMART 2020, 2012). A radical approach is oriented development are involved. Transportation
required that incorporates different ways of thinking, sustainability is largely being measured by transportation
living, working, playing, doing business, and developing VIVWHP HIIHFWLYHQHVV DQG HI¢FLHQF\ DV ZHO

transport sector

solutions. Action is no longer an option; it has become an HQYLURQPHQWDO LPSDFWV RI WKH VI\VWHP -HRQ &
urgent necessity. Sustainable transport systems make a positive
The objective of this paper is to study indicators contribution to the environmental, social, and economic
of environmentally friendly transport's purchase and sustainability of the communities they serve. Transport
contributing socio-economic factors of its popularity, to systems exist to provide social and economic connections,
LGHQWLI\ DQG UHFRPPHQG ¢(VFDO SROLF\andpyapie quisklydakewupl thejoppactunities offered by
integration of environmentally friendly solutions into the increased mobility (Schafer A., 1998).

URDG VHFWRU 7KLV SDSHU LV VWUXFWXUHQRON VKRG & RZN: QUWMRZHURP WKH (XURSHDQ 8QLR
EULHA\ H[DPLQH JOREDO LPSDFW RI WUDQWRIRWWRYWBHBYVURRIPHQPWQVSRUW GH¢{QHV D VX
and society, then statistical data are analysed and society transportation system as one that:

RSLQLRQ DQG SUDFWLFH RI WKH (8 FRXQ WU LallawsD thed basior fcpegs. pAAG development needs

DQG ¢(QDOO\ FRQFOXVLRQV DUH PDGH D QfGndividualg Hogmparreg \and society to be met

for environment friendly transport solutions in Latvia safely and in a manner consistent with human and

1 & RUUHVSRQG L Qlel. B3rWA6536B33, E-mail address : andris.valdemars@gmail.com

120 Economic Science for Rural Development No. 32, 2013
ISSN 1691-3078



A. Valdemars, D. Atstaja

Environmentally Friendly Transport Solutions

4- Mt co2
3,54
34
25 —#—industry
—a— transport
24 —a— households{
1,5 - ~ili- services
] N’_.__._.__.—-—O-—O-w —w—agriculture
M= — === == = = —
0 ’ + - - r - - - - - J

2000 2001 2002 2003 2004 2005 2006
Source: ODYSSEE, 2010

Fig.1. Development of CO

2.0% -
%/yr
m 2000-2010
1.5%
1.0% -
0.5% - IIII
Onme"l|'l'l'llll'll
s M @O W c € T >0 5 T V0 a
CCEc558cn B2 g
zsmongﬂzgzﬂmw
e Eg v 3 = sEegT s
gigt"af 2283
~N >x =
(&) & )
= =

Source: ODYSSEE

Fig.2.

ecosystem health and promotes equity within and
between successive generations;
LV DIIRUGDEOH RSHUDWHYV
offers a choice of transport mode, and supports a
competitive economy as well as balanced regional
development;
limits emissions and waste within the planet’s ability
toabsorb them, uses renewable resources at or below
their rates of generation, and uses non-renewable
resources at or below the rates of development of
UHQHZDEOH VXEVWLWXWHYV ZKLOH PL
on the use of land and the generation of noise.
The key measures in greening economy are
investment in natural capital, decarbonising of the
economy and creation of green jobs, and the main areas
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for implementation of these changes are renewable

energy, manufacturing, waste management, building,

IDLUO\trai3i@ touridry,Fanél @ivarOdevelopment (Atstaja D.

etal., 2012).

2. Description of situation
2.1. Globally and the EU
The research problem is characterised by Figure 1
that shows the dynamics of growth of intensity of
JOREDQO, &PLVVLRQV 6LQFH , emissiénd
kel intke@sed Wolk H5012P0S iR FtMé  transport  sector,
while in the industry sector — by 18.7%. These two
VHFWRUV PHQWLRQHG DERYH VKRglowtiKH JUHDYV
SURSRUWLRQ DQG DFFRXQWV IRU D VLJQL¢FDQ
ecological processes.
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A general increase in economic activity in the last with a B label, the maximum bonus is EUR 3 200. The
GHFDGH KDV FRQWULEXWHG WR WKH WUDNHVIERWW DAHIHRQ HVDF LIHWQ DV H G eRiBiosULFH DQG &2
indicators’ improvements in most EU countries. Electric vehicles are exempt from the registration tax
Figure 2 describes the EU transport sector's energy &DU DQG PRWRUF\FOH WD] %30 DQG IURP WKH
HI¢FLHQF\ SURJUHVV E\ FRXQWU\ circulation tax. Other vehicles, including hybrid vehicles,

Figure 3 demonstrates an environmentally friendly are also exempt from these taxes, if they emit less
WHFKQRORJ) HRIZVVLRQV HI¢{FLHQF\ SD Utbdn I95VgAKh \(dieRdl) or less than 110 g/km (petrol),
gasoline-electric hybrid passenger vehicle and stresses respectively.
WKH QHHG IRU VROXWLRQ WR SURPRWH WRBWwed&hU Rt UHEV LRSI &R KLF O HVenidsibhk o8& 2
reduction at the national level. 120 g/km or less and electric cars with an energy

Based on the data of Figure 4, the authors have consumption of 37 kwh per 100 km or less are exempt
conducted a study of the state support programmes IURP WKH DQQXDO FLUFXODWLRQ WD[ IRU D SHULR
(EAMA, 2010-2011) actualised in three countries with the IURP WKH GDWH RI WKHLU (¢UVW UHJLVWUDWLRQ
greater proportion of hybrid trade. hybrid vehicles, the taxable value of the car for the

The Netherlands — hybrid vehicles with an energy purposes of company car taxation is reduced by 40%
HI¢FLHQF\ ODEHO $ EHQH;W IURP D P D]JL¢oparedH@XtRaAcbrRrEpomding or comparable petrol
EUR 6 400 of the registration tax. For hybrid vehicles or diesel car.
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Fig.6. The proportion of new hybrid vehicles sold in Latvia in 2011 by makes and models
The United Kingdom — purchasers of electric vehicles age of the European Union (EU) was 7.8 years (Latvian
DQG SOXJ LQ K\EULG YHK]Léntskiohs DelWwK &23XWKRUL]JHG $XWRPRELOH 'HDOHUV $VVRFLD
75 g/km receive a premium of GBP 5 000 (maximum) JLIXUH VKRZV D VLJQL/FDQW, dnfsBithsi DVH RI1 &
or 25% of the value of the vehicle provided they meet in Latvia transport sector within the period from 1999,
a series of eligibility criteria (for example, minimum which indicates a rapid growth in total number of motor
range 70 miles for electric vehicles, 10 miles electric vehicles as well as increase in range of cargo shipments,
range for plug-in hybrid vehicles). Electric vehicles are ZKLFK ZDV LQAXHQFHG E\ WKH HFRQRPLF JU
exempt from the annual circulation tax. This tax is based LQFUHDVH RI WKH DYHUDJH AHHWYV DJH DIIHFW
RQ & 2missions and all vehicles with emissions below R & 2missions on a pro rata basis; it increases the risks
100 g/km are exempt from it. Electric cars are exempt RlI WUDI¢{F DFFLGHQWY UHGXFHV WUDQVSRUW

IURP FRPSDQ\ FDU WDJ[ IRU D SHULRG RI ¢l \theDrooWilityl & RhéVpoplulation, and negatively
GDWH RI WKHLU ¢UVW UHJLVWUDWLRQ (@effécts/gtate’'secomn@iv indithtdrsH [HP S W
IURP WKH YDQ EHQH¢{W FKDUJH IRU D SHULRIG Ayure b HaltHddsUafe examining segmentation
of environmentally friendly vehicles of the new hybrid
2.2. Latvia vehicle technologies by makes and models sold in
Although Latvia shows one of the highest transport 2011 in Latvia. The authors conclude that premium
HI¢FLHQF\ SURJUHVVHV LQ )LJXUH LW hradd/ Léxus Hibridihietes & \th® market with the share
SDUWLDO UHVWRUDWLRQ RI WKH ROG AH HW 91%V Krhis DcYidtadteristc Adhdemiodsl/Hpoints at
RI /DWYLD ZDV \HDUV LQ ZKLOH W khd rarkdtUseghténfatibll With the consumers having
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Table 1
Impact of environmentally friendly transport solutions on economy
Factor Type of impact Negessary adjustments Result
Sustainable tax 1) Declining of collected 1) Applicable tax shall be 1) The society is motivated
policy implementation transport taxes; 2) rising calculated proportionally to to use environment-friendly
and simplifying costs of tax administration; the source of pollution; technologies; 2) growing
support mechanisms: 2) the tax revenue from the demand for environmentally
EU support funds should be friendly cars.
offset;
Trade tends to 1) Reduce the purchasing 1) New customer 1) The emergence of new
increase the average SRZHU RI FLWLIHOVIDFJKELVLWLRQ DQG| ¢RPWOIFQKYVYV OLQHV VXEVLGL]HG
purchase price of a businesses in other sectors; mechanism should be vehicles offer may appear.
car: created;
Maintenance area will 1) Declining tax and related &KDQJHV LQ H[FLUVH D Ohe tax burden is
reduce fuel demand: tax revenue; related tax policy; proportional to the pollution
source.
Changing technology 1) Perhaps structural 1) Additional investment 1) Increase in the cost of
in after-sales service unemployment and the in new equipment and HIWHUQDO ¢(QDQJFLQJ
industry: GH¢{FLW RI TXDOL ¢ H &aff/réirBining should be 2) merchants lower
attracted, liquidity.
high incomes and, relatively lower price brackets’ SEB Bank in 2011 (Accenture, 2012; SEB, 2011). As a
SURSRUWLRQ RI +RQGD -D]] 7R\RWD 3 tkekutVautdrsrddncluged RR following.
WR WKH HFRQRPLF FRVW HI¢{FLHQF\ JDS - Q The\ EidesGprapbirfon Fa@ehy §urvey respondents,
purchase or service. to whom driving habits’ impact on the environment
The popularity of environment-friendly transport in is important, is economically active population with
Latvia is on average lower than in the EU countries, the higher education.
main reason for which might be the overall economic — The Baltic States’ population is less concerned on
situation in the country as well as the legislation and the preservation of the environment and quantity
VXSSRUWLQJ SURJUDPPHVT GH¢FLW LQ WRH &zbroissibrw,LiesRectidly. Lower purchase’s
promotion of green technology’s application. price and/or lower fuel's consumption are critical
/IDWYLD OHJLVODWLRQ RQ WUDQVSRUW Y Viattbes[in tHdséle&igh of ®ridw vehicle in the Baltic
2010) is applied to the vehicles during their initial 6WDWHV WKH IDFW MXVWL¢{HV WKH VWDWLVWL
UHJLVWUDWLRQ DV D FDOFXODWLQJ EDVLV VibikedRe@ Maket ard taude @HIew proportion of
GHSHQGLQJ RQ WKH TXé&nEsibhsMithel &2 environmentally friendly vehicle’s purchase).
view of authors, the annual tax calculation is discouraging — The factors of road taxes, duties, and special parking
to the environmentally friendly vehicles’ users, because availability are an essential part to the potential
YHKLFOHVYT HI(FLHQF\ DQG HQYLURQPHQW D 6uykeB Sdd Fanvirkrn¥rithll@ Rriéhdly vehicles of
been measured in the process of rates’ calculations, while government support’s instruments.
parameters such as gross weight, engine’s capacity, Based on the comparative results of the study, the
and maximum engine’s power of the hybrid vehicles, in authors identify characteristics of environmentally friendly
comparison with traditional analogues’ technology, are transport’'s consumer groups in the Baltic States - with
inversely proportional to fuel’'s consumption and indices secondary or higher education, who are economically
Rl HPLVVLRQV FDXVHG E\ JUHHQKRXVH Jé&We, &tk th&)ad&owner 40WAtD iBcomes above average
policy does not stimulate the change of public opinion and higher, and with the inelastic response to the overall
about the choice of environmentally friendly technology price increases.
in the long term, meanwhile European auto makers The authors conclude that characteristics of the
therefore support taxation for passenger cars that is aforementioned consumer groups can be explained by the
H[FOXVLYHO\ EDYVH Gmi&sns& chnologically tendencies displayed in Figure 6, and that the proportion

QHXWUDO OLQHDU DQG EXGJHW QHXW U Dofronsukr(eds who prefer environmentally friendly vehicles
has minor effect on substantial decrease of greenhouse

3. Research of public opinion and data JDV HPLVVLRQV 7KH H[LVWLQJ WRROV RI ¢QDQFLD
modelling legislation are not effective enough to motivate other
Inorderto clarify public opinion on the environmentally consumer groups, which make it necessary to look for
friendly vehicles and to explore the socio-economic new solutions on the macro-economical level.
factors that affect their acquisition, the authors conducted According to the massive entry of environment-
a comparison between two studies — the survey among friendly technologies in the transport industry, the
$XVWUDOLDQ 1RUWK $PHULFDQ $VLDQ DQBEWKBRYHBQHGWMWHQVMIQL,FDQW FKDQJHV LQ WK
conducted by the research agency Accenture and the processes and model the changes of the impact on the

VXUYH\ DPRQJ WKH %DOWLF FLWLIHQV \#akek IndubtReQ. G- aviHd® the \modelling is not to
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make numerical predictions but to encourage debate and Pages/insight-plug-in-electric-vehicles-changing-
to show correlations of how the changes in car sales, perceptions-summary.aspx. Access: 14.11.2012.
maintenance, service, and recycling processes may affect 2. Atstaja, D., Dimante, D., Brivers, I. et al. (2011).
the commercial environment in the country. Vide un ekonomika (Environment and Economy).

Based on the example of the three Baltic States in Monograph . Riga: University of Latvia Press, p. 254.
WKH )LIXUH WKH DXWKRUV KDYH LGHQW3. ¢ Atsta)&,KE., F Rving, L A/ L Pinente,] D. (2012).
transport tax policy, the use of whom could increase the Public Activities in Developing Green Economy:
activity of consumers — i.e. annual tax exemption for the &DVH G6WXGLHV L QPrdde&di¥dsD of the
hybrid-electric vehicles; the change in the tax calculation International Conference “Economic science for
base replacing the criteria of the power and volume rural development”  Volume No.28: Rural Business
RI' HQJLQH E\ DQ LQYHUVH SURGiSIWOW,LRQ Rlan& Finance. 1. Rural Business Economics and
and fuel consumption; to plan gradual transition of Administration, pp. 14-19.
environmentally friendly transportation use in sustainable 4. Blumberga, A. (2010). Sistemiskas domasanas
development programmes of all the municipalities; the integresana  vides politka (Systemic thinking
VLPSOL,FDWLRQ RI WKH FRQGLWLRQV RI VXigStsgration i eRvirdhdERRH policy) . Riga: Riga
the development of tax advantages for individuals and technical university Institute of Energy Systems and
businesses. Environment, p. 205.

5. %UL]JID - $WVWDMD ' '"LPDQWH '

6XVWDLQDEOH &RVXPSWLRQ DQG 3URGXFWLF
Sea Region. Chinese Business Review , Volume 10,
No. 11 (Serial Number 101), pp. 1021-1042.

Conclusions, proposals and

recommendations
1. Sustainable transport systems make a positive 6

e > ) &RDOLWLRQ 30XJ ,Q $PHULFD 6WDWH
Cont”bupon o ) the_, environmental, Soc'a_l' and Incentives:  United States Incentives Map. USA
economic .su.stc.aunabmty and allow developing the Retrieved: http:/Ammww. pluginamerica.org/why-
negds of individuals as wgll as 'support bglanced plug-vehicles/state-federal-incentives. Access:
regional development. For stimulation of sustainable 12.11.2012.

management and to contribute green economy, . .
DXWKRUV UHFRPPHQG D XQL¢HG 7D8é1e8&rHHI?D\(é/e% (QHUJ\ (I¢FLHRFY 7TUHQ

environmentally friendly transport solutions in the ransport cor in the EU: Lessons _from
. 'y . y P , the ODYSSEE MURE project . Retrieved: http://
integrated policy guidelines at all local government’s

OHYHOV ZLWK GH¢QHG FHUWDLOQ DFKLH%V%/ROQy%Slﬁﬁ_\MIQﬁE%rSDO g/publications/

ranspori-energy-efficrency-trends.pdf.
strategy. .
. ) Access: 01.12.2012.
2. Exempt or reduce the registration and annual ) L
circulation taxes and/or partly reimbursement of the 8. European Automobile Manufacturers - Association,
) partly . (2010). European Automobile Industry Report 2009
value of the sustainable friendly vehicles as well as

- etrieved: http://www.acea.be/images/uploads/
WD[DWLRQ SROLF\ H[FOXVLY Hrissid® VHG R(;O%%e/ BS& (58 OCXYWUIBEHSRUW )8// S
are the most effective support programmes in the

. . . . Access: 12.11.2012.
EU countries with the greater proportion of hybrid . L

) . 9. European Automobile Manufacturers Association,
and electric vehicles trade. The authors recommend

. ) ) ) (2010). Overview of Tax Incentives for Electric
implementing of these solutions at the national level . . . . )

, . Vehicles in the EU . Retrieved: http://www.acea.be/
as well as to change the process of rates’ calculations

SO GV ¢OHV B(9BWD[BRYHU
EDVHG RQ YHKLFOHVY HI,FLHQF\ DQG I-LrEEﬂUM T%ﬁoo ¢ ( [
. . L ) pdf: Access: T2.11. .

impact to stimulate general economic interest in

N 10. il i A iati
WKH YHKLFOH AHHW UHSODFHPHQW IRU u%c’l%e(grll_lf%t\%nlogé ’\élrm\/?%%e.rs ssociation,
) o ) 2011)" ~ Overview df Tax Incentives for Electric
technologically more advanced units in Latvia. V'ghi es|_i tﬂe etrieved: http:/iwww.acea.be/
3 7.KH VLJQL&FDQW UHJLRQ.DO DQG VRL&'%JH%/ )Q%ngill GV ¢OHV B(9BWD[BRYHU
differences between countries do not give an

opportunity to adopt a uniform policy and, as a result pdf. Access: 14.11.2012.
PP . y P . policy ! ] 11. Government of Ontario. Ministry of Transportation,
the direction of environmentally friendly decision

. . ) . T (2010). Ontario Paves The Way For Electric Vehicles
in each country is mainly its own initiative. The

. ; . ) . Retrieved: http://www.news.ontario.ca/mto/
easily achievable entirety of the national supporting . )
P - en/2010/06/ontario-paves-the-way-for-electric-
programmescan have apositiveimpactonthe public’s

reaction, the development of market supply can be vehicles.html. Access: 12.11.2012.
action, P PRl ‘ 12. +\EULG&DUV FRP %HUPDQ ®UR:OH RI
stimulated, and the growth of a general economic

L . Hybrid Drivers . Retrieved: http://www.hybridcars.
activity is predictable. The authors recommend the |}|E U L/AScest! DY H G012,

FRP , QH K
GHYHORSPHQW RI D QHZ FHUWL&FDWH§Q+Y|§YJ@EES'%P 5&5 %HUPDQ % "HFHPEHU
criteria of the establishing environmentally friendly ' Dashboard: Year-End Tally . Retrieved: http:/www

businesses. hybridcars.com/hybrid-sales-dashboard/december-
2009-dashboard.html#states-total-sales. ~ Access:
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METHODS OF KNOWLEDGE MANAGEMENT IN ORGANISATIONS AND
THEIR INFLUENCE ON ENTREPRENEURSHIP

Inesa Voronchuck 1 droec., prof.; IinaLando 2, WKH DSSOLFDQW IRU WKH VFLHQWL¢F GHJU
University of Latvia

Abstract.  Under the conditions of a knowledge-based economy and in the view of the concept of lifelong learning,

LW LV QHFHVVDU\ WR (QG WKH PHWKRGV IRU NQRZOHGJIH) PLSEIHI HRA HHOTW DHD RX6 S RQIN WE H!
narrowing the gap between the development of urban and rural populatio n. During the implementation of the project
"9RFDWLRQDO (GXFDWLRQ ’ SHRSOH LQHJLBQRXBNV /D&YLD SDUWLFLSDWHG LQ
the course of training, it was established that the majority of adults in the regions did not have cognitive skills

necessary for understanding, processing, and independent use of new knowl edge in practice. The aim of the training

was to develop such new skills and abilities in adults, which would contri bute to the development of entrepreneurship,

marketing, project management, and other skills most sought after in today’'s economy as well as those skills that

would ensure that employees in the regions possessed competences improving the ir competitiveness in the labour

PDUNHW LQ DFFRUGDQFH ZLWK WKH QDWLRQDO SURHQWRRHG7WHK H RWKIRMYVQKDDPHEWRUV KD
on the development of employees in the regions and proposed solutions to the pr oblem. In the course of the research

conducted, the basic skills that should be developed in people living in the r egions in order to facilitate the development

RI HQWUHSUHQHXUVKLS ZHUH GH¢{QHG DV ZHOO DVWKKHHRQRWQHADBOHVKE § ¥ DHPMHICDW PRIQV RH
developed alongside with the model for implementation of these methods in organisations.

Key words:  methods of knowledge management, regional development, adult training
JEL code: D8, M12

Introduction of the results gained in the course of training, the authors

,Q DFFRUGDQFH ZLWK WKH "OHPRUDQG®E WHKHLIHVWQRQG IRXUWK OHYHOV RI .LUNSD
/HDUQLQJ" LVVXHG E\ WKH (XURSHDQ &WKRermp.VLRQ LW LV

necessary toimplementthe principle ofequal opportunities The scope of the research was limited by the project
for the development of regions and large cities. There is requirements. However, despite the above-mentioned
a gap between how implementation of this principle is limitations, the conclusions may be drawn in relation to

described in the theory and what happens in practice. the possibility of using knowledge management methods
The problem lies in the knowledge management methods proposed in this article to increase the competitive
used in the regions and the difference between theoretical advantage of employees in the regions.

prerequisites of what people must know and be able to do
and the real situation. This article is the authors’ attempt L
R L Topicality of Research
to convert implicit knowledge about the real situation . S ) .
in the regions of Latvia into formal knowledge. As the Lately, considerable attention is paid to the regional
OHDUQHUV EHIRUH KDG IDFHG WKH GL|¢Fd§V§]'_9\Vm?-P{1T2‘T_rWe ﬁ%"\i\?‘B‘Lp?%rwes focused
Lo on this development. Nevertheless, the authors consider
new knowledge and processing it, in the course of adult hat the skill le h . ' d hould b
training, innovative methods of teaching involving fast t a;_t de skills pefop edl aye 'g reglonsd today ds Ol:] h €
memorisation techniques and text structuring methods in studie mgre profoundly in order to un erst.an with the
WKH IRUP RI ORJLFRJUDSKLF VIPEROV zH 08P i/ychnetiods thenganinapape their knowledge.
used in Latvia on a large scale. This question becomes quite topical if the state-run
The research aims to determine the ways of improving programmes for regional development are considered
the methods of knowledge management in organisations from the perspective of the result rather than just a

to facilitate entrepreneurship. The objectives of the process.

researchare:toanalyse knowledge managementmethods

in organisations, especially in regions; to investigate the Description of the issue

PDLQ IDFWRUV KDYLQJ LQAXHQFH RQ VKD U LTt Euppaar WpionQ(BWY Ipgys a lot of attention
of knowledge, and knowledge updating processes in to the regional development. Every EU Member State
RUJDQLVDWLRQV DQG WKHLU LQAXHQFH RimpeewsUtrerosragmmesfioqusedg onmnrrrowing the
research and analyse the possibilities of use of innovative gap between educational opportunities and availability of
methods of teaching as a tool necessary for improvement information for urban and rural population and regional
of knowledge management methods. For the evaluation development. Every state implements these programmes

1/8 $VSD]LMDV %RXOHYDUG 5LJD /DWYLD 7HO
E-mail address: Voroncuk@lanet.lv

283185 $ &KDND 6WUHHW 5LJD /DWYLD /9 7HO
E-mail address: info@lando.lv
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taking into consideration national and cultural

VWXGLHY DQG DFTXLVLWLRQ RI NQRZOHGJH UHODW

FKDUDFWHULVWLFV ,Q /DWYLD WKH SUR Mtk "¢ marnResiy\WtoRQ Biéhagéiient Qetc@Lando |I.,
" ZDV LPSOHPHQWHG ZLWKLQ WKHBRII12UDPHZRUN
Rl WKH QDWLRQDO SURJUDPPH “'6XSSRUW WR 9RFDWLRQDO

(GXFDWLRQ" 7KH SURMHFW SURYLGHG WN®E®LQJIV LQ

in 21 regions of Latvia. Overall, 2562 people involved in
agriculture completed the above-mentioned training.
On the part of the EU, the requirements to the project

JURXSYV

Employee development methods, including in the
regions, are regarded from the point of view of improving
cognitive abilities of employees and managers, and

LPSOHPHQWDWLRQ ZHUH TXLWH AH[LE O H through Wis Z Bram @deibt\bMRW &f the environment

the training providers could tailor and teach topics to
learners with different preliminary knowledge levels; they

had the right to change training topics up to 15% (of the

number of topics) eventually replacing irrelevant topics
with those requested by the learners. However, in the
course of trainings conducted in the regions, the training
providers faced a problem that the cognitive (educational)
functions of the learners prevented them from mastering
the topics describedinthe EU requirements as compulsory.

focused on studying and learning. In this way, a
possibility to intensify the processes of searching for,
acquiring, processing, comprehending, and transferring
of knowledge is associated with self-improvement of
managers and employees, which would contribute to
the development of organisation’s competitiveness and
entrepreneurship.

Materials and methods

BHRSOH IURP UHJLRQV GHPRQVWUDWHG VLJThepafcQIdV réskaridH UsHiFadidors’ attempt to

in the levels of initial training; at the same time, those
levels were dramatically different from the one necessary

convert informal knowledge about the real situation in
the regions of Latvia into formal knowledge. During the

IRU FRQGXFWLQJ WKH WUDLQLQJ RQ VXERSUBRHAQMNDWHRGVRDWKH SURMHFW "9RFDWLRQ

project management, marketing, entrepreneurship, etc
(Lando 1., 2012 a).

The idea to conduct such training was correct and
well timed; however, when theoretically developing such
training, the level of people’s initial training should be
taken into consideration. Unfortunately, information at

© ZLWKLQ WKH IUDPHZRUN RI WKH QDWL
programme, the co-author of this article Irina Lando
personally conducted trainings in the regions to identify
the levels of training in groups. The purpose of this
initiative was to understand in what form information
should be presented for people to enable them to

WKH GLVSRVDO RI RI¢FLDOV E\ QR PHD Q\apply the obtainedAkaevwedgevpragtically rather than

real situation.

,Q WKH FRQWHPSRUDU\ VFLHQWL¢F

management theory, there are no criteria that could
evaluate the initial level of learners’ training not from the
point of view of their knowledge of the subject matter
but from the point of view of their learning abilities or
development of their cognitive functions.

People should be aware that under the conditions of
today’'s economy highly skilled employees are becoming

just theoretically. To improve the effectiveness of adult
wainug sUchwainingl shguig bevgorduicted by specialists
who are able to use this knowledge and apply itin practice
(Levy M., 2011).
In the course of training, at the initial stage it was
established that adults in the regions face cognitive
GLI(FXOWLHYV ZKLOH ZRUNLQJ ZLWK QHZ LQIRUPDW
more while converting itinto new knowledge for its further
use. Therefore, in accordance with the opportunities

PRUH GHPDQGHG RQ WKH ODERXU PDUNHWUBKURBEHE  WiKhigSURMHFW D FRXUVH RQ "&RQ

Stenlund K., 2006).

To explain the situation in simple terms, the authors
use a metaphor applying analogies (Nonaka 1. and
Takeuchi H., 2000). To explain the mechanisms of
knowledge acquisition and gaining new experience,
Robert Wilson, a doctor of philosophy, (Wilson R.,
2006) compared the human brain to a computer.
The authors will apply the same analogy but in a
different context explaining the need of learning and
self-improvement.

Let us assume that a person has the latest computer
but the software installed on it is out-of-date. Is there a
sense in working on such a computer? A person will not
be able to make use of the computer to the maximum
since the software would hinder this process. Now, let us
imagine that a person has the latest software versions
but the computer is very old. Again, this person will not
be able to use the software to the maximum because of
SRRU FRPSXWHU VSHFL¢{FDWLRQV
in organisations, managers and training providers face
the same problems. This limitation lies in peculiarities
of adults in relation to cognition and their readiness to
receive new information. In this case, itis not the question
of motivation. A big gap appears between rural and large

OHWKRGV Rl ,QIRUPDWLRQ 3URFHVVLQJ" XVLQJ L
methods of teaching, i.e. fast memorisation and text

VWUXFWXULQJ WHFKQLTXHYV ZDV RUJDQLVHG DV WK
course in all possible regions. Therefore, prior to giving

LQIRUPDWLRQ RQ GLIITHUHQW HGXFDWLRQDO WUHQC
WR OHDUQ  ZDV GHYHORSHG LQ DGXOWV 8SRQ FRP
training, the questionnaire survey was conducted with

WKH DLP WR HYDOXDWH WKH WUDLQLQJ DFFRUGL
level of Kirkpatrick’'s model.

Results

Training modules were chosen because they represent
active methods of teaching. Studying new material is a
joint and active process allowing creating new knowledge
(Rycroft R., 2006).

In the process of teaching employees, a problem
arises due to the general level of their education and
development, professional training, creative potential

» Q WK Hnd)idalinBsQ 1 rdddive @dw\ khbltedge. Learning and

development of employees allows an organisation to
GHYHORS PRUH VXFFHVVIXOO\ %DUF]DN * HW DO
trainings, innovative methods of teaching were used
with the aim to involve people into cognitive processes
more actively. As a result, a greater output is gained

FLW\ SRSXODWLRQ IRU LQVWDQFH LQ WK iior Huater Rrhiirn@ \bothbStiadi € Hhé LbkveiGpment
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Table 1
Evaluation of the quality of learning within the project ” Vocational Education 2005-2006"
Number of people who gave Proportion % from
Questions under discussion evaluation "excellent” and the overall number of
“good” respondents
The course in general 2.353 92
Work of the teacher-lecturer
ability to explain 2.341 91
use of practical examples 2.117 85
contact with course participants 2.098 82
Course materials
content 2.128 83
design 2.094 82
materials are comfortable to work with 2.345 92
Working conditions during the course 2.315 90
<RXU EHQH¢{W IURP WKH FRXUVH
new knowledge, ideas 2.472 97
practically applicable material 1.896 74
n=2562
Source: Authors’ research
Table 2
Corporate trainings conducted in Latvia in scope of the pro grammes offered by the authors
Organisations (in order) 1 2 3 4 5/ 6| 7| 8|9 |10|11 |12 n3 14 1p 16 17
meets strategic aims X X X X X X X X
topicality X | X | X | X X | X | X
availability X KX KX K K X K K X X X X X X
reasonable price X K K K K X X X X X X
result stability X
increased performance X X X X X X X X X X X X X X X
fast knowledge dissemination X[ X[ X| X| X| X| X| X X X| X[ X| X X| X
shared vision X X K K K K X K X X X X
competence development X X Xl Xl X X X X X
meeting personal goals X X X X X X X X X X X X X
increased client satisfaction Xl X X| X| X| X| X| X| X| X X X[ X| X| X X| X
Source: Authors’ research
of entrepreneurship in the regions (Voronchuk I. and attitude towards innovative methods of teaching

Lando I., 2012 a).

Employee training programmes that were approved
and supported by the learners help in production of
new knowledge that, as a result, leads to innovative
VROXWLRQV (JEX &
process of planning employee training it is necessary
not only to understand what knowledge they must have
but also to bear in mind their own opinion, which would
allow an organisation to gain a competitive advantage
(Voronchuk I. and Lando 1., 2012 b).

In the course of implementation of the project
SORFDWLRQDO (GXFDWLRQ ’
methods of teaching gave positive results. Table 1
shows that 97% of respondents pointed out new
knowledge and ideas. In scope of the research, positive

Economic Science for Rural Development No. 32, 2013
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ZDV HVWDEOLVKHG WKH HIIHFWLYHQHVV RI

methods was measured using Kirkpatrick's model. Due
to the complexity and expensiveness of the evaluation
that may require even greater costs than the training

$XWKRUV EH OitsElfy ohly W Df\WWrgan@atiohik h the USA and 16% in

Great Britain perform evaluation of the reaction to the
trainings conducted (i.e. Level 1 of Kirkpatrick's model)
(Hale R., 2003). To assess training effectiveness, the
authors used Level 1 of Kirkpatrick's model (Table 1)
(Kirkpatrick D., 1994).

At Level 1, the learners’ reaction was measured right

The training course was considered to be mastered only

if the learners were able to acquire not less than 75% of
the information presented during the course.
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Figure 1. The Relationship between self-improvement of managers and employ ees and
knowledge management in a learning organisation

Level 4 of Kirkpatrick's model was used to evaluate
the impact of the training results on the organisation’s
performance results. Evaluation according to the
IRXUWK OHYHO ZDV SHUIRUPHG LQ
the best time for evaluation is one year after the end
of training. Table 2 presents the data obtained from

evaluation provided by top-level managers who in this
FDVH PD\ DFW DV H[SHUWYV RI WKH HI;(FLHQF\ DQG
of such training. Enhancement of entrepreneurship in the

D VSHBHJERSHWULR GDRL OMVPBIWHG E\ DYDLODELOLW\ RI TXL

who are able to ensure competitive advantage of an
RUJDQLVDWLRQ 7KH GDWD SUHVHQWHG LQ 7DEOH

questio QQDLUHYVY (OOHG LQ E\ WRS OHYH Opintb ¢ bbg-tekeMmahbigerB (1- Shipyard; 2- Lindekss

seventeen large organisations in Latvia, subordinates
of which had completed the training using innovative
methods of teaching. The skills acquired in the course of
training offered by the authors not always have a direct
impact on the career growth (Rowold J. and Kauffeld S.,
2008); nevertheless, they will undoubtedly be useful and
demanded under the conditions of a knowledge-based
economy, which is proved by the questionnaire results
(Table 2).

The authors developed semi-structured questionnaires
and sent them to respondents by e-mail. The replies

ZHUH DIWHUZDUGYV VSHFL¢{¢HG GXULQJ VHEI’_heVWUXFW

interviews. The authors used a system of evaluation of
qualitative indicators of trainings. In this way, after some
time itis possible to evaluate the effect of learning results
on Level 4 of Kirkpatrick's model (Table 2).

As it follows from Table 2, evaluation of learning in
positive indicators favourably characterises trainings

FRQGXFWHG E\ WKH DXWKRUV 7KH

presented in Table 2 are the ones recommended by
Professor Pineda (Pineda P., 2010) and may be evaluated
by top-level managers. Table 2 was created based on the
data provided by managers. In the survey, respondents
pointed out that during their learning process for the

Ltd; 3-Guron Ltd; 4-Lindex; 5-BTA Insurance; 6-Skonto;
7-Rietumu Bank; 8-Real Estate; 9-Kronus; 10-TD Baltic;

5HIHNQH &LW\ &RXQFLO 5HIHNQH +LJKHU 6F
13-Norvik Bank; 14-Principals and teachers of Daugavpils
VFKRRO OD[LPD GLUHFWRUV
Troja) on the effectiveness of using innovative teaching
methods for improving the competitiveness of employees
as well as how such training assists in meeting personal
goals of the learners, which in its turn contributes to the
development of entrepreneurship.

6ZHGEDQN DQG

XUHG SKRQH .
oretical subsltjantlatlon oPtheoretlcaI

approach

The data obtained in the course of practical researches
require the development of theoretical foundation. The
authors proceeded from the fact that organisation’s
learning capability allows to create new knowledge

¢ U vand naakes Hnig knogledge marerdiyerse and this way

increases the level of organisation’s competitiveness
(Morales V. et al., 2007).

Peter Senge’'s idea of a learning organisation
(Senge P, 1994) has been used as a vision which does
not practically exist but to which organisations should

(UVW WLPH WKH DXWKRUV KDG SURYLG KtGve \0KiD Weirdevepnentwibisl ide@ serves as an
LQWR FRQVLGHUDWLRQ WKDW WKH WH WRerddcobauDiD Bgu@llw\”™ PLJIKW

be regarded as employees’ possibility to acquire the
techniques offered.

The evaluation of learning effectiveness according to
Level 4 of Kirkpatrick's model leads to the conclusions
regarding the effectiveness of the personnel-teaching
model proposed by the authors and possibility
to introduce the model in the general knowledge
management system of an organisation. This table is
presented in the article with the aim to demonstrate the

130

7KH GLUHFW LQAXHQFH Rl WKH PDQDJHU DQG H
on searching for, receiving, processing, using, and
transferring information and knowledge in organisations
is used as a basic idea.
,] DQ RUJDQLVDWLRQ VXFFHHGV LQ ¢QGLQJ D
to increase the effectiveness of these processes,
then this organisation will gain additional competitive
advantage taking into consideration that in the context
of a knowledge-based economy, knowledge has become
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Source: Figure developed by the authors on the grounds of th

e conducted researches

Figure 2. Model for use of the knowledge management system in organisat ions

the most crucial asset for organisations (Grant R.,

(Tonnessen T., 2005). The importance of discovering and

$ PDQDJHU KDV D GLUHFW LQAXH Q F HeRIOpill Kétv Matho@sHhar tould be used in different

work and the employees’ attitude towards knowledge
(Jeroen P. et al., 2007). In this context, a two-sided

process of converting individual knowledge into
group knowledge and vice versa should be considered
(Jackson T, 2007).

organisations and that would be effective in the work with

knowledge may be spoken of herein (Lambe P., 2011).
Animportantknowledge managementmethod, i.e. the

social constructivism approach, regards an organisation

DV WKH RQO\ HQWHUSULVH WKDW LV DEOH WR O

$ PDQDJHU KDV D VWURQJ LQAXHQFH RM@ riaK tonsldeSaDfekdeni &5 a part of a system who

through communication encouraging the subordinates’
self-improvement, if the manager him/herself is
focused on constant enhancement of his/her level of
development (Krause D., 2004). If a manager has skills
of fast information processing, he/she will be interested
in his/her colleagues having the same skills, since by
letting knowledge and information pass through them,
the subordinates and colleagues share the knowledge
and information with their supervisors. Manager’s self-
improvement has a positive effect on the overall division,
subdivision, and organisation. In the process of evaluation
the work with knowledge, it is necessary to be aware of
the fact that knowledge obtains its value only if it is used
by employees in an organisation and, particularly, if it is
UHXVHG /L\DQDJH &K HW DO

quite often face cognitive (educational) limitations
of employees, i.e. a problem related to limitations of
the employees’ abilities to receive and perceive new
knowledge and information. These limitations may have
a considerable effect on the understanding of information
and knowledge in a more complicated context (Hinds P.
and Pfeffer J., 2003). Manager who is constantly engaged
in self-improvement will create an environment focused
on self-improvement in his/her division, subdivision, and
organisation. On the other hand, individual characteristics
of any employee should be taken into consideration since
thereis apossibility to multiply knowledge in organisations

reacts to changes in the system in any case rather than
works individually (Jackson T., 2007). Self-improvement
of managers and employees will have a direct impact not
only on the basic elements of the model of a learning
organisation but also on the use and production of new
knowledge in an organisation.

JRU LQWHQVL,FDWLRQ RI WKHVH SURFHVVH

propose to use such innovative methods of personnel
teaching as knowledge management methods that may
be introduced in the general personnel development
system at any level or stage. To gain the maximum
effectiveness in return for use of the innovative methods

of teaching, they should be introduced at a stage that
is before any other training or development (Figure 2).

,Q S UFgwd E idenPi>@aed ld Unddel for implementation of

knowledge management methods.
Innovative methods serve as a basis for the whole
further education and development where a person’s

DELOLW\ WR SURFHVV VSHFL¢{¢F DPRXQWYV RI

limiting factor. According to the authors’ opinion, the
arrows depict contemporary knowledge management
methods in organisations. This model may be used both
by organisation’s managers and by managers of divisions
and subdivisions for self-improvement and development
of their subordinates.

The authors propose to compare these methods
with the foundation of a house that is not seen and the

E\ "YLWDOLVLQJ LW DQG "OHWWLQJ LW Sripurtante KfuvRichdKhardQdeVatuere. Howalver, if one

the expense of employees and their individual knowledge WULHV EXLOGLQJ WKH VHFRQG ARRU RQ WKH
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storey house without strengthening the foundation, the
house may either break down or remain standing. It can
happen if one slightly increases the load. Yet, if one has
WR XUJHQWO\ EXLOG OHW XV VD\
the old foundation will hardly bear this construction. The
excellent quality of materials used in construction does
not matter unless the foundation is duly strengthened;
and knowledge management methods are implied in a
similar way. This model allows developing new personnel
competences that are in-demand under the conditions of
a knowledge-based economy. These competences allow
personnel to perform their work duties contributing to
the organisation’s development in accordance with the
strategy and to achieve business results. 3

1.

Discussion 4.
The authors are aware that their claim may seem

rather bold. However, according to the authors, prior to
investing large amounts of money into adult training,

LW LV QHFHVVDU\ WR WHDFK WKHP
Although innovative methods of teaching as a new 5.
tool are placed in the employees’ service, cognitive

problems in adults still are noticeable, especially in

the regions. Despite growing demand for highly skilled 6.
labour force, the concept of lifelong learning, state-

run programmes, and the EU requirements, people

living in the regions are not used to constantly improve 7.
WKHLU TXDOL¢FDWLRQ
contribute to the creation of an environment inspiring
self-improvement of employees. In this way, knowledge
in organisations will increase in terms of quantity and
improve in terms of quality and reusing thereof, which

will facilitate the enhancement of the organisation’s 8.
competitiveness and contribute to the development of
entrepreneurship.
9.
Conclusions and proposals
1) In the course of trainings conducted for adults
in the regions, it was established that adults 10.

lacked reasonable skills necessary for knowledge
acquisition that would be a requisite for the
development of entrepreneurship, for instance, for

the sake of mastering the skills of marketing, project
management, etc.

JRU WKH ¢UVW WLPH LQ SUDFWLFH

facilitating enhancement of entrepreneurship in
employees and managers.
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JRRG DQG &RQVXPHU 6FLHQFHV )XOGD 8QLYHUVLWQRI $SSOLHG 6FLHQFHV *HU

Abstract.  Sustainability has become a relevant issue for consumers due to hu man rights violations and the

environmental problems society faces. These problems are a consequence of unmeasured consumerism and massive

production, which has led to the questioning of the current production-consumption paradigm. This has resulted in

WKH FUHDWLRQ Rl &RUSRUDWH 6RFLDO 5HVSRQVLEL® IDM)\ LQEWHDWHE HWYWHBRVF®DQQ H\R PP X C
them to their key stakeholders. This literature review, includin g the analysis of 77 publications printed in English

from 2000 to 2012, concentrates on the techniques and media used by com panies in the food and beverage sector to

FRPPXQLFDWH WKHLU &65 VWUDWHJILHVY WR FRQVXPHUYV WY HOHYDW MJ IQR WWRDQNAH\K IRRQJG EXUWL Q7HK\
DOO LQGXVWULHVY EXW FRXOG LQFHQWLYL]H I XURMDKMLR Q HD/H® WRKKH RQV 8 6/ 1 FMRIPHP XIQE DV D GHW
of consumer behaviour in the aforementioned industry.

Key words: &RUSRUDWH 6RFLDO 5HVSRQVLELOLW\ FRPPXQLFDWLRQ IRRG DQG EHYHUDJH LQGX
JEL code: M 14

Introduction The literature review was implemented, as proposed
2QH Rl WKH FHQWUDO SURSRVLWLRQ VDR FegrRe s uNtiNeH (20885 Ifafawing four steps:
5HVSRQVLELOLW\ &65 LV WKDW FRQVXP maernaH colgdtignx udegakiptiveo @nalysis,  inductive

have a strong impact on how companies do business. approach to select the categories of analysis, and
The way, in which current goods are consumed and then analysis. It was limited to papers and books in
produced, is unsustainable, and it strongly contributes to English with either a management/business, consumer
WRGD\YV HQYLURQPHQWDO SUREOHPV (X8WisH Duprketing, p pupljcL Retations/communication,
2010). Society expects organisations, including food and or accountability focus. All of the references used were
beverage producerd, to commit to social, environmental, published after the year 2000, with the exception of those
and economic goals, and to demonstrate this commitment WKDW GLVFEXVV WKH KLVWRU\ DQG GH¢{QLWLRQ R
through their actions. That is because consumers have the publications dealing with the view of stakeholders
become more socially responsible, are better informed, different to those of consumers (e.g. government)
more demanding, and are more aware ofthe consequences were not taken into account, whereas those that offer a
of their consumption habits on the environment. They general scope, which can be applied to different types of
are increasingly interested in expressing their social and/ stakeholders, were considered.
or environmental concerns through their consumption A structured keyword search was carried out using
FKRLFHV (XURSHDQ &RPPLVVLRQ * R (ridjoPavaiaidle dHtNWage®such as Elsevier (www.elsevier.
9DORU & DQG UHTXLUH FRPSDQén,V ¥pfhgeimkl Wwww.springerlink.com),  Wiley
their expectations (Smith, 2003). In order to do so, (www.wiley.com), and Emerald (www.emeraldinsight.
WKH\ DUH GHPDQGLQJ &65 LQIRUPDWLR Qcoy) R Ad&tENaNR HeVY Hithors  consulted  library
and the information they receive has an effect on their VHUYLFHV OLNH (%6&2 ZZZ HEVFRKRVW FRP DQG
consumer behaviour (Pomering A. and Dolnicar S, (www.scopus.comd. The keywords used for the search
2009). Therefore, it is necessary for companies to create LOQFOXGHG &RUSRUDWH B6RFLDO 5HVSRQVLELOLW\

more sophisticated and on-going stakeholder awareness, stakeholders, communication, reporting, disclosure,

ZKLFK FDQ RQO\ EH DFKLHYHG WKURXJIKnshEed YR ar‘?tch%nsumption. Another source

FRPPXQ L_ F D WLR Q vV W ubw H_‘J L HV ORUVLQ ‘}orQefe}%l%gs c@l}?ééﬁ&ﬁ)dg\é]to%at of the literature cited
2006). The objective of this paper is to offer insights on by the articles

&65 FRPPXQLFDWLRQ WKH ZD\ LQ ZKLFK Kﬁs\{a%aﬁ ('?f%lé 'c:jé‘s}éri\rétiv% lg\n'—zl\lysis the publications

ol 0 e 0% eSS0 0 OTAN  24UN FODVVLLHG DEFRUGLOI WR WKH IHDU LQ ZKL
’ g 9 ’ published and the research methodology that was used.
The sources were organised by the year of publication. In

Research, results and discussion the case of books, such as Visser et al. (2011), which are
The authors carried outAa literature review, as compilations of articles/chapters from different authors,
GH¢{;QHG E\ )LQN $V D UHVXOW WeHcH offtifeQiftitleS/ MhXpief3 was considered separately
FRQWHQW RI &65 FRPPXQLFDWLRQ ZDVVLGHKQ WKH\GDIEWKDFK &65 IURP GLIIHUHQW SRLQ
the aim of further developing the theory related to it. DQG WKHRULVH RQ GLYHUVH &65 UHODWHG WKHPH)

1 RUUHVSRQGLQJ DXWKRU %DUEDUD )UH\WDJ /H\HU THP
E-mail address: Barbara.Freytag-Leyer@he.hs-fulda.de.
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RQO\ ODQJXDJH FRQV(QJOLVKLQ WKH VWXGDW |

SHULRG GH¢{QHG DUH VKRZQ LQ WKH ¢ JXUwhs only one researcher who carried out the analysis.

Then the research methodology used was determined

DQG TXDQWL¢{HG 7KH )LIJXUH VKRZV WKﬁéL&NMV&VQRdeéHUHODWHG FRQFHSWV

aforementure 2. A source considered as ‘theory’ is one
that is theoretical and conceptual. A ‘case study’ or ‘case
example’ provides illustrative evidence into the topic,
and might describe industry practices without aiming
at theory development or testing. ‘Surveys’ encompass
the articles that use both quantitative and qualitative

research methods (e.g. face-to-face interviews) to collect

data. ‘Models’ are those that propose mathematical
models, and ‘literature reviews’ are critical analyses of
groups of literature sources.

&65 DV D ZULWWHQ UHFRUGHG DQG UHVHDL
LV ODUJHO\ D SURGXFW RI WKH SDVW ¢IW\ \HDL
&65 FDQ EH GH¢QHG DV 3WKH ZD\ LQ ZKLFK
consistently creates shared value in society through
economic development, good governance, stakeholder
UHVSRQVLYHQHVV DQG HQYLURQPHQWDO L
9LVVHU : &65 LV D ZD\ LQ ZKLFK FRPS
interact with their stakeholders on a voluntary basis,
it has a multi-stakeholder orientation, it aligns social

&65 KDV EHFRPH D WUHQGLQJ UHV H D BMHKECeIE respopsipllieg while relying on practices
LV UHAHFWHG LQ WKH LQFUHDVLQJ QXFRBhH\glugs, anscenapames \ieimalsg and/or manage

about it in the areas of consumer studies, marketing,
management and related topics, communications and
public relations, and accountability and accounting. This
trend is expected to continue, considering the importance
of environmental issues, the tendency towards more
sustainable consumption, and the pressures on the
food and beverage industr still is still a very theoretical
topic, and empirical research (surveys and case studies/
examples) is less common. Literature reviews are seldom,
probably due to the large amount of information available
and the implications this has on reliability. The limitations
of this revie that related to the authors’ inability tad not
all existing publications on the read, and Eh that as the

Economic Science for Rural Development No. 32, 2013
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HIWHUQDOLWLHV WKURXJK LW &UDQH $ HW DO

&RPPLVVLRQ ,Q PRGHUQ XVDJH D ZLGH

GH¢QLWLRQ RI &65 LV WKDW RI WKH :RUOG %X

IRU 6XVWDLQDEOH '"HYHORSPHQW :%&6' WKDW

SWKH FRPPLWPHQW RI EXVLQHVV WR FRQWULEX\

economic development, working with employees, their

families, the local community and society at large to

LPSURYH WKHLU TXDOLW\ RI OLIH" :%&6"
1RZDGD\V GLIIHUHQW FRQFHSWV UHODWHG

DSSHDUHG H J VWUDWHILF &65 DQG VWUDWHJI

the most renowned being sustainability. Sustainability is

Rl VSHFLDO VLIJQL{FDQFH WR WKH IRRG DQG EH

to consumption, and can be considered a synonym of
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&65 (XURSHDQ &RPPLVVLRQ ODUN +HWEHUMRRS D@\GLV ZLOOLQJO\ DFFHSWLQJ EHQH;WYV
YRQ 6FKDQW] & 6XVWDLQDELOLW\ LtkeWnbisi bbRidvdibéing méneyd bt others like word-of-

economy, and ecology seeking to assure the preservation mouth (good or bad) are also relevant. In order to engage

of resources for both the present society and the future FRQVXPHUV DQG IRU FRPSDQLHV WR HQMR\ WKH E
JHQHUDWLRQV :&(' ,W KDV JDLQHGEIRUFHVR**HDWR\ UHVSRQVLEOH WKH &65 PHVVDJH

profound changes in our ecological systems, caused communicated (Pomering A. and Dolnicar S., 2009).

by consumption habits and business practices. In the
realm of food, there exists unmeasured consumerism
that does not take into account the impact of purchases
and production practices, such as intensive agriculture.
These are issues that sustainability addresses and seeks
to change through the encouragement of sustainable
consumption (Sabapathy J., 2010/2).

CSR communication

&RPPXQLFDWLQJ &65 LQLWLDWLYHY DQG EHLQJ
as socially responsible across key stakeholders is
problematic (Morsing M. et al., 2008). Although there are
FRPSDQLHV WKDW DUH WUXO\ FRPPLWWHG WR &65
fail to communicate to their stakeholders actively enough
DQG GR QRW JHW WR HQMR\ WKH EHQH¢{;WV RI WKHL

Main stakeholders in the development of /IHZLV 6 JRU &65 FRPPXQLFDWLRQ WR EH VXFF
CSR: Consumers trust in the information source constitutes a critical issue

BWDNHKROGHUV DUH 3DQ\ JURXS RU 3IRFAAULGKXHBoDRRRROQLFDU 6 &RPPXQLFDWL
is affected by or can affect the achievement of an an increasingly important asset for a company’s strategy;

RUJDQLVDWLRQYTV REMHFWLYHV " )UHH P D &etefere g eniphagis pnustgbe made on its eftively
:KHQ GHYHORSLQJ D &65 VWUDW H Jdingiiqihe inteieesitaiges group. Inanideal situation,

engagement must be at the core because companies, what compgnies communicate as their principles should
who succeed at managing their relationships with their EH UHAHFWHG LQ WKHLU EXVLQHVYV SUDFWLFHV OI
stakeholders successfully, will usually survive longer DQG YRQ 6FKDQW] & sW LV QHFHVVDU\ IRU FR
and outperform those who do not (Morsing M. and WR FRPPXQLFDWH WKHLU &65 DFWLYLWLHV DQG
6FKXOW] 0 6PLWK 1 & 7 K H PEPPEr usg of relgtjonship management in order to satisfy
comes down to identifying who those stakeholders are consumers’ expectancies, to build or enhance their
and what they represent to the company (Sillanpaa M., relationship with them, and reach the anticipated levels
6PLWK 1 & Rl &65 +RX - DQG 5HEHU % +
The term stakeholder encompasses &RPSDQLHV PD\ FKRRVH WR GLVFORVH LQIRL

customers, employees, stockholders, competitors, DERXW WKHLU &65 HQJDJHPHQW WKURXJK &65 UHS
suppliers, governments, distributors, media, etc. corporate level, or through product claims, at a product

-RKQVRQ &UDPHU 0 ( %XW+RZHYHU IRHWHIOH GWUSRHMW DO &65 UHSRUWYV DUH SXE
of this paper consumers have been selected as the main address the information needs of various stakeholders,
VWDNHKROGHUV VLQFH WKH\ DUH WKH &eusalinwissuediy alimied ngnaer of companies, and

.LP + 6 &RQVXPHUV KDYH EHFRPH lIeQd-to e aof logy oality, especially when it comes to
savvy about environmental issues and their interest WKH VFRSH RI UHSRUWLQJ 9DORU & 3URGXIH
on the impact and consequences of their purchases on are voluntary statements released by enterprises, which
the environment should be pondered (Darnall N. et al., DUH QRW QHFHVVDULO\ YHUL¢{¢HG E\ PRQLWRULQJ
2010). In order to incorporate consumers’ interests, ODEHOV DUH D IRUP Rl &65 UHODWHG LQIRUPDWLR
a close collaboration with them must exist based on as ‘memory aids’ for consumers; they can take labels into
proper communication. That is because consumers account when making consumption choices. These can

IDFH LQIRUPDWLRQ DV\PPHWULHV ZKHQ stilVide dorskietad avigRall&@Bategy, because producers
programmes, so they usually lack knowledge on both decide voluntarily to engage themselves in the process to
VRFLDO DQG HQYLURQPHQWDO LVVXHV (OLRNHDWE@ HIRPPUDWVICRQWR WKHVH ODEHOV 9DORU &
2011; Pomering A. and Johnson L.W., 2009). The way, in which companies strategically engage

Getting the message through to consumers is WKHPVHOYHV LQ WKH FRPPXQLFDWLRQ RI &65 SF

fundamental because they hold functional links with dependent on the way, in which they expect to create
the organisation; they perform the ultimate output a shared understanding with their strategic stakeholders
function of consuming the products and services, -RKQVRQ &UDPHU 0 ( HW DO ORUVLQJ DQG 6
which is necessary in order to assure the permanence (2006) have proposed three different communication
(at least in economic terms) of the company strategies, in which companies engage themselves
(Rawlins B.L., 2006). They can reward and punish the vis-a-vis their stakeholders: the stakeholder information
company (Pomering A. and Johnson L.W., 2009). They strategy, the stakeholder response strategy, and the
areactive, because consumption itself is an active stakeholder involvement strategy.
SURFHVV DQG EHFDXVH WKH\ DUH 3LQ D SRMih¥stakeQoldEmmidiraalidn Sr&teyy, thereis aone-
market rewards for socially responsible companies ZD\ ARZ RI LQIRUPDWLRQ IURP WKH FRPSDQ\ WR FR
through the consumption and investment decisions they This makes the purpose of this type of communication
WDNH" (XURSHDQ &RPPLVVLRQ ) X U W6 KsptehB Rifdirhativvi Krtdth always seeking to persuade
can be both supportive and non-supportive, which is consumers, but to inform them about the organisation’s
an issue that the company must identify and address &65 SUDFWLFHY 7KH VWDNHKROGHU UHVSRQVH VV
LQ RURSHUO\ GHYHORS SURSHUO\ &65 dn @ fwo-Way ¥yhiedddomi@uniation model, where
strategies (Rawlins B.L., 6). ButNevertheless, most WKH LQIRUPDWLRQ ARZV ERWK WR DQG IURP WKH V
importantly, they are legitimate stakeholders because The fact that the model is asymmetric means that there
136 Economic Science for Rural Development No. 32, 2013
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Table 1
Dimensions of CSR disclosure
Social dimension
Econormc Env!ronmgntal Labour
dimension dimension practices and Human rights Society Prod.ug.t
responsibility
decent work
x Economic X Materials x Employment X Investment x Local X &XVWRPHU KHDOWK
performance x Energy x Labour/ and communities and safety
X Market X Water management procurement x &RUUXSW LR @®roduct and
presence X Biodiversity relations practices x Public policy service labelling
X Indirect x Emissions, x Occupational x Non- X Anti- X Marketing
economic HIAXHQWYV |D Qhealth and discrimination competitive communications
impacts waste safety x Freedom of behaviour X &XVWRPHU
x Products and x Training and association X &RPSOLDQ F Hprivacy
services education and collective X &XVWRPHU
X &RPSOLDQHH Diversity bargain satisfaction
x Transport and equal Xx &KLOG ODERXU X &RPSOLDQFH
opportunity x Security
x Equal practices
remuneration x Indigenous
for women and rights
men X Assessment
x Employee X Remediation
satisfaction

6RXUFH *OREDO 5HSRUWLQJ ,QLWLDWLYH

is an imbalance from the effects of public relations (PR) sectors. In the case of the food and beverage industry,

in favour of the company, who seeks to change public a low emphasis is placed on shareholders, but product

attitudes and behaviour through PR. The stakeholder quality and the company’s image, as a responsible

involvement strategy is based on a dialogue, a two-way FLWLIHQ WR WKH FRPPXQLW\ LV VWUHVVHG
symmetric communication, and on a bilateral persuasion: strong focus on consumer satisfaction, so companies

the company tries to convince its stakeholders to change, DUH PRUH OLNHO\ WR HPSKDVLVH &65 5REHUW
and the stakeholders try to bring about a change within Nicholson N., 1996). Even though the food and drink

the company. Stakeholders’ expectations and opinions industry does disclose on a wide variety of items, the

are considered, therefore informing and surveying are SDYHUDJH OHYHO RI FRPSUHKHQVLYH UHSRUWL

FRQVLGHUHG LQVXI{FLHQW 7KLV PDNHW®RWK HoRAMOHNH K REDWE HDUWD
LOQYROYHPHQW VWUDWHJIJ\ WKH PRVW DSSUHRS die DWHY khaih Riare& & Ghe core of the food
FRPPXQLFDWLRQ ORUVLQJ 0 DQG 6FKXOW(@udtry's external effects and should be central to
reporting: health-related impacts and globalisation-
CSR reporting: Comprehensive reporting related injpact._ The Hhealth-related _ impacts are
consumers’ main concern, and there is a renewed

and the food indUStry scrutiny in this area due to widespread media coverage.
&RPSUHKHQVLYH UHSRUWLQJ SURSRVMG E\pBld! UV RHEs have become more

apd Nicholson (1996), suggests a hierarchical mod.el of nutritionally aware, have changed their eating pattern

disclosure, where companies go f rom general rhetoric to resultbecause of innovative science (e.g. genetically

VSHFL(F HQGHDYRXUV WR LPSOHPHQWDWIRRRQ G PRANMNRPYQIxg2yv 6DEDSDWK\ -
Rhetoric relates to the fact that companies recognise the On the other hand, globalisation-related impacts affect

value of social responSIblllty and reference it in company not 0n|y consumers, but also the peop|e are involved in

GRFEXPHQWYV 7KH VSHFL¢(F HQGHDYRXU O Boddcorproge¥sed ¥Y Might beVtetted by their wider
&65 LQLWLDWLYHV WKDW DUH VSHFL¢FD CG@ectdVithid fefe¥d i th skl o3ty Rx@ensive supply

and the environment, within which it operates, with chains and to the global scale of the sector’s production
SROLFLHV DQG DFWLYLWLHV VSHFL¢(FDQPSDEMMLIQRIBSORY DYEBELVQAXHQWLDO IDFWRUV
purpose. Finally, in order to implement and monitor, RI IRRG IRU ELRIXHOV GHVHUWL¢{FDWLRQ |IDP
companies normally perform activities such as annual DQG IHUWLOLVHUV (VKLQJ AHHWVY DJULFXO!
environmental reviews and audits. This phase is consistent ‘food miles’, and food processing and distribution
with a goal setting approach, with companies setting 6DEDSDWK\ - 7KLV UHAHFWV WKH F

WDUJHWY DQG UHSRUWLQJ RQ WKHLU .S U RaludeH &f \achiefirig Hbke \Bis@inabde food and drink
DQG 1LFKROVRQ 1 DUGY WR&RQFHU Q Lpppduereforetheréfdted Qtiel Y étonomic, social, and
reporting, differences exist between different industrial HQYLURQPHQWDO DVSHFWV RI &65 DUH FULWLFI

Economic Science for Rural Development No. 32, 2013 137
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Dimensions of CSR reporting
To satisfy the various interests of stakeholders andble
to comprehensively and clearly able to communicate on

LQIRUPDWLRQ EXW DERXW EHLQJ pFRQQHFWHGT
are always ‘on-line’ and are a part of a human and
digital ‘power grid. Social media pages (e.g. blogs,

&65 DQG VXVWDLQDELOLW\ D IUDPHZR U NorRms,J gpgigt meverksy gto)ushav higher levels of

concepts, a consistent language, and a way of measuring
is required. The Global Reporting Initiative’s (GRI)
Sustainability Guidelines (version 3.1) (2011) serve as
a starting point to providing a complete and credible
framework for sustainability reporting. They offer a series

of performance indicators to assess the organisation’s
&65 DFWLYLWLHV
standard for sustainability reporting (lansen-Rogers J.
and Molenkamp G., 2010). The dimensions proposed by
the GRI are shown in the Table 1.

DQG FRQVWLWXWH

activity as compared to corporate websites because

they are valuable and easy-to-consult sources of

information. They are a space where consumers can

and do share links and opinions about the world around

them, including companies, and their perceptions
'HOODURFDV & WKHUHIRUH

engaderreRlcen be Fpgtergd trrugmtiaem by monitoring

SDUWLFLSDWLRQ DQG LQYROYHPHQW )LHVHOHU &

For companies, the use of the Web for communication

SXUSRVHV WUDQVODWHY LQWR IRXU PDLQ EHQH¢;W

VWDNHK

&RPSDQLHV VKRXOG VHW RUJDQLVDWRRQDERIMPWIREROVUHDO WLPH DQG HI(FLHQW FR

concerning relevant economic, environmental, and
social aspects, and they should set up the necessary
indicators to measure the results of performance against
the established goals. Policies should be brief and
communicated organisation-wide, in order to clarify what
the company is aiming to achieve. There should always be
monitoring and follow-up procedures put into place that
accompany the training and awareness created within the
organisation’s stakeholders. Monitoring should always be
carried out in order to apply corrective and preventive
actions, and follow-up can be done through auditing/
YHUL,FDWLRQ *OREDO 5HSRUWLQJ
to enhance the credibility of their reports, organisations
can set up internal control systems and internal audits,
and consult external assurance providers and stakeholder
panels (Global Reporting Initiative, 2011; Waddock S.
et al.,, 2001).

Tools for disclosure of CSR information
The media channels that a company chooses to

GLVFORVH LWV &65 UHODWHG LQIRUPDWlﬂg%Rm%Il]('B)&Gb%}SI%MOLé

to those that have the wider reach within their group
of strategic stakeholders. The communication options
depend on the goals and perspectives, the time frame
set for them, the stakeholders, to whom the report is

public relations; and online archiving of the information
(Schneider A.M. et al., 2007).
The favouring of the Web is also a result of the
UHMHFWLRQ RI WUDGLWLRQDO pRQH VL]H ¢WV DC
sources has led to a shift towards different and more
PRGHUQ FKDQQHOV RI &65 FRPPXQLFDWLRQ GXH
appearance of new technologies and to shifting consumer
preferences. They are increasingly interested in having
&65 LQLWLDWLYHV FRPPXQLFDWHG WKURXJK pPLQI
or ‘soft communication’ channels that include annual
reports and websites, most commonly used, and

QLW DOWIRy WKURXJHK &AFGEOQORIV IRUXPV DQG ZLNLV L

traditional communication channels, such as billboards
DQG SXEOLFDWLRQV ORUVLQJ 0O DQG 6FKXOW]
Pomering A. and Johnson L.W., 2009/1). The Web
enables new kinds of interaction between a company and
its key, targeted stakeholders. These social media open
up possibilities like online availability, the opportunity
to download content (e.g. reports), the integration of
search engines, hyperlinks and the possibility to obtain
GEDFN LQJ WKH &65 FRPPXQLFDWLR

WE B Q S2007).

Conclusions, proposals,
recommendations

DGGUHVVHG KRZ WKH RUJDQL]JDWLRQ S®© D QdéialWdkon$rhi€; R FenWiokrental issues have

content, the distribution channels, and reach the aims
to be accomplished (Global Reporting Initiative, 2011).
Active choices in communication and a long-term
perspective assessment of the outcome are necessary
to establish ‘stable grounds’ to build a corporate image

ODUN +HUEHUW & DQG YRQ 6FKDQW] &

become increasingly important to the point of being

D GHFLVLYH IDFWRU IRU FRQVXPHU EHKDYLRXU
have voluntarily engaged in the creation of corporate

social responsibility policies trying to reduce the

negative impacts of their business operations and as

aresponse to consumers’ expectations and demands.

&RQVXPHUV REWDLQ &65 LQIRUPDWLRQ 'MKUORMXUWIRK &65 UHSRUWY LV QHFHVVDU\ W

media, usually perceived as ineffective, through both
formal (e.g. university courses) and informal (e.g. NGO
seminars) sources, or through publications on ethical and
sustainable consumption. The latter are more likely to

FRPSDQLHV WR IXOO\ DSSUHFLDWH DQG EHQH¢V
&65 LQLWLDWLYHV ZLWK WKH OLPLWDWLRQ V
YROXQWDU\ FKDUDFWHU RI &65 ODQGDWRU\ L
RQ &65 FRQVWLWXWHYV D YLDEOH DOWHUQDWI

KDYH D JUHDWHU LQAXHQFH RQ FRQVXPHUVIWKHUEHBMARQVUBQE (QDQFLDO VRFLDO DQG H

behaviour, because they are more literate and cognitively
HPSRZHUHG 9DORU &

information.
3. It is necessary for policy-makers or organisations

&RPSDQLHV XVHG WR WUDQVPLW WKHLU to&éklofdh vhpldrheWt a framework that serves

through verbal communication, hard copies, print
media, and presentations etc., using mainly a one-
way communication, which was limited in reaching a
heterogeneous audience, fully engaging stakeholders,
and was (and is) costly and time consuming
(Isenmann R. , 2006). Due to the way the Internet is

used, today’s digital world is not just about providing

138

DV D JXLGH IRU &65 GLVFORVXUH 7KLV 1UD!
must consider both the views from the industry

and communities, it must be comparable across

companies, countries, and sectors, must be available

and understandable to the interested public, and

should include parameters to ensure assurance and/

RU LQGHSHQGHQW YHUL{FDWLRQ
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constitute a two-way symmetric communication WLQ\XUO FRP E ]Q S $FFHVV
strategy. 11. Global Reporting Initiative (2011). Sustainability
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Abstract. ,Q D PRGHUQ RUJDQL]DWLRQ D EUDQG GHWHUPLQSWVLWHK R ¥ WUDWLIHRIQ R7TKWKEHUDQ\S |
DQG YLVLRQ DUH RQ WKH WRS RI WKH RUJDQL]DWLRQ |DXWLRMH\EW PRGHY FBXVWHR®Y®D\RUBL
by the value established by a range of criteria, including brand associa tions that bear an abstract link with the

enterprise. The associations comprise the product attributes, customer’s gains, | ifestyles, events and emotions.
$VVRFLDWLRQV UHSUHVHQW D IRUFH WKDW FUHDWHYV ERWXUWYXH MIK/HNVELLPEQGE \DWL R B OXCE R X
and competitive advantage. The creation of associations is based on the aim to increase the brand value.

,Q PDUNHW WHUPV WKH EUDQG RI D KLIJKHU HG XFD V&XRQ HQWW L WWKH. EQ DYGLWNV L KD JKH L
institution is among the topical competitive conditions, which allow distinguishi ng the achievements of the higher

education institution and its communication ability to the target audience. A higher education institution, like an

enterprise, is currently facing the conceptual and practical issues of deve loping its brand and the brand value, the

issues being determined by the understanding of a brand and marketing. T he article provides an insight in the aspects

of the brand value conditions based on the role of associations in the developm ent of a brand value. The article focuses

on the creation and improvement of associations based on the brand value cri teria of a higher education institution.

Keywords : brand, value, associations, higher education institution.

JEL code: M31

Introduction
One of the main functions of marketing is to forecast

institution. It is connected with the HEI image that has
developed in the preconceptions of the social groups

DQG DQDO\WH WKH IXWXUH RI DQ RUJDPQSWARGIUEDWKBWROLUHFWO\ LQAXHQFH WKH

the set marketing aims and its overall mission. If the

institution. The HEI brand currently represents a topical

DLPV RI DQ RUJDQL]DWLRQ LQYROYH E U Dmupastian ¢omfiehRrAdalpwswaK Histinguishing HEI
PDUNHWLQJ DLPV FDQ EH VSHFL¢;FDOO\ Uaehievemenrtsanirs conunicatipn ability to its target

to develop a brand, and respectively the direction can
be indicated for the consumer to notice, remember and
FRQVXPH WKH EUDQG

&RQVHTXHQWO\

audiences. It has to be taken into account at all levels
of brand development: HEI, students, graduates, and

\ehiployersH Thes HEI HoFeWAL IR @nelinly created by the

IRU WKH EUDQG GHYHORSPHQW DUH DV |RQR And erhdle@sVeiHER BIEV grdgates and their

of a brand in a consumer’'s awareness, creation of a

achievements; secondly, the research and achievements

UHFRJQL]DEOH DQG SRVLWLYH EUDQG L P DoftHe uRive(3iy stRdldis;Faql, Rirdby, taélcomposition of
EUDQG ZLWK VSHFL¢(¢F DGYDQWDJHV DFT Xihtdddslemic sSiaffaRvizV/as thélliversity infrastructure.
LQGLFDWLRQ RI WKH EHQH¢{WV IURP XVIZ@H WRHYBUDQW\ EKBQG KDV WR 33HDUQ " LWV
development of a higher education institution (HEI) stability of the brand is essential as it provides for income.
EUDQG YDOXH FRPSOLHV ZLWK WKH JHQHUDOO\ UHFRJQL]JHG EUDQG
GHYHORSPHQW FRQGLWLRQV ZKHUH D VL3 ®kanf R4 coriRéptiaftsOR@@s v
to the creation of associations. The aim of associations For the purposes of the value added provided
is to create a value for consumers — the forthcoming by the brand, four elements are distinguished:
or existing student and the higher education institution authenticity — origin and quality of the brand, which is
itself. The aim of the article: to assess the possibilities of later associated with the product origin; loyalty —
the interaction between the brand value and associations intangible and emotional rather than a functional
for the brand development in the case of a HEI brand. brand value; experience -added value of the brand
which is associated with emotions provided by using a
product; character — meets the emotional needs of the
higher education institution consumer; it is the key difference from the competitive
The development of a brand cannot take place brands. In terms of HEI brand value, these elements
ZLWKRXW D GH¢{¢QLWHO\ VHW DLP DQG U HiV Sdfnbiviation Hvith Fh& IHEIQdéveldptrtent, qualitative
VLIQL,FDQFH RI D SUDFWLFDO XQGHUVWDWQGAR\I KU PIDJDNPHPW VL VKQBRKO\ TXDOL HG VWDII
FRQQHFWHG ZLWK DQ DEVWUDFW :3LPDJH" RODBDLHUREPIHONWG XBRWLRQYRFHVYV DFTXLUDEOH

1. The need for developing the brand of a

1 Anda Batraga. Tel.: + 371 29224223; E-mail address : anda.batraga@Iu.lv

2 ,O]JH OHGQH 7HO E-mail address LO]JH PHGQH#0OX QY
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Table 1

7KH GLYHUVLW\ Rl H[LVWLQJ GH,QLWLRQV DQXIPRQFHSW RI EUDQG HT

to a market with no brand differentiation. Brands act as a signal or cu
product and service quality and reliability and image/status.

Study Description of the Concept

The Marketing The set of associations and behaviours on the part of the brand’s consumers, channel members,

Science Institute and parent corporation that permits the brand to earn greater volume or gre ater margins

(Leuthesser) than it would without the brand name, and that gives the brand a strong, sustainable, and
differentiated advantage over competitors.

Aaker 7KH YDOXH FRQVXPHUV DVVRFLDWH ZLWK D EUDQRQW R IUEHABG & DG |DQHWY KN \G L P
brand associations, perceived quality, brand loyalty and other proprie tary brand asset.

Swait et al. The consumer’s implicit valuation of the brand in a m arket with differentiated brands relative

e regarding the nature of

Kamakura,Russell;

&XVWRPHU EDVHG EUDQG HTXLW\ RFFXUV ZKHQ WKW KH &VDRHU DLQ/GI KRIOGEND U

SHUFHSWLRQ RI

Lassar et al. some favourable, strong, and unique brand associations in the memory.

Keller The differential effect of brand knowledge on consumer re sponse to the marketing of the brand.
Brand knowledge is the full set of brand associations linked to the brand i n long-term consumer
memory.

Lassar et al. The consumers’ perception of the overall superiority of a product carrying that brand name when
compared to other brands. Five perceptual dimensions of brand equity include performance,
social image, value, trustworthiness and attachment.

Aaker Brand equity is: (1)Loyalty (brand’s real or potential pr ice premium), (2)loyalty (customer

satisfaction based), (3)perceived comparative quality, (4)perceived bran
SHUFHLYHG EUDQG YDOXH
RUJDQL]DWLRQ WUXVWHG
competing brands, (9)brand awareness (recognition & recall), (10)mark
share), prices and distribution coverage.

d leadership, (5)
IXQFWLRQDO VEHQHEWGVXPHEWUWD QG SH
DGPLUHG HRW QAWIHEB\WLER® WR SH

et position (market

EUDQGTV

Source: Fayrene C.Y.L., Lee G.C., 2011

HWF SURYLGH |[IRU D

brand determines the customer's choice in favour

JXDUDQWHH

& RrgeYpHSE Xidr@ \As0ts addédikvedue is a new one and it

is connected with its increasingly bigger involvement in

Rl D VSHFL¢{¢F SURGXFW WKXV FUHDW L @drkefin@; cEhSeGuidrily, tidda@detHvalue of the brand is

for the product which the customer is ready to pay
IRU
consumer: 1) functional -
JXDUDQWHHV WKH IXO;OPHQW RI
VWXG\ HQYLURQPHQW
2) emotional and psychologically
and positive relations with consumers (environment,
memories, co-operation and further education);
3) ethical —the brand value determined for the consumer
(perception and application of values) (Averjuskina T.,
Popov E. 2001). The added value of a brand affects the
consumer’s feelings, in the case of a higher education
institution: for the students, employees, graduates;
when for a customer not only the functional features
of the product are important, such as good educational
environment, knowledge, etc., but also its emotional
LQAXHQFH + H[SUHVVLRQ RI

useful

OR\DOW\

its emotional contribution and the associated additional

7KH EUDQG KDV WKUHH OHYHOV Rdled @HicK Hae@FikpoRaRt Wit/ the value systems
information that

Rl ERWK WKH HQWHUSULVH DQG LWV FRQVXPHU

F H U W D200Q3)F RigeVedieept) §ifvtheZ briid alue developed in
SURJUDPPHYV
stable, sustainable

1980%. DA bng FtBeWkkeyR Supporters of the theory are
Aaker, Keller, Srivastava, Shocker, Kapferer etc. Along
with the development of the brand value concept, split
reactions from the branch experts appeared regarding
the brand value term. The key reasons for the reaction
were connected with the many aspects of the brand
YDOXH DQG WKH SXUSRVHV RI XVLQJ WKH FRQFHS
,Q WKH FRQFHSW GH¢{QLWLRQ WKH IROORZLQJ C
SRLQWHG RXW 3WKH DGGHG YDOXH ZLWK ZKLFK
HQGRZV D SURGXFW" )DUTXDU SHQKDQFHPHQ\
SHUFHSWLRQ RI WKH SURGXFW EHQH¢ WV DQG EHQI

FKDUDFWHUL]LQJ D EUDQG DUH FRQVLGHIbyHIG \Meusaht aB6cibiods) Rateived quality of

brand strength, brand compliance, brand loyalty, and
the level of brand awareness
of the product/service quality and security, and thanks
to the reputation, it creates a positive response and
makes a person choose the product/service among
other competing offers, therefore, the value of the brand
cannot be questioned.

The concept of brand value has lately gained utmost
topicality in the area of brand management. The
enterprise, including a higher education institution, has
to be aware of the essence of the brand value concept
DQG GHYHORS LWV FRPSRQHQWYV

142

. The brand is a guarantee

7KH

GHVLUDEOH DFTXLVLWLRQ RI WKH SURGXFW”" /DVV
6KIDUPSDUDPHWHWWW RI GH¢{QLWH DVVHWYV FRPSFH
the branded product which strengthens the brand and

HQKDQFHV LWV SRWHQWLDO’ $DNHU .HOOH

SEUDQG YDOXH LV LWV (QDQFLDO LQGLFDWRUV LC
D VLIQL,;FDQW FRPSHWLWLYH DGYDQWDJH ZKLFK

ZLWK WKH SULFH DVSHFW °~ .DSIHUHU '"R\OH

As shown before, brand value demonstrates a diverse
DQG GLIIHUHQWLDWHG LQAXHQFH
large competence about the brand and creates a more
active response from the consumers. As Keller (2003)
has indicated it, the large value range of the brand value

leads to increased effectiveness of the brand. We must
n@éthad acdotdm@to RdldwikK(B005), the main value

DV ZHOO DV SL
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aspects attributable to the brand value are as follows:

1) overall brand value as a value of a permanent
asset; 2) degree of the consumer’s involvement with
the brand; 3) a combination of the consumer perception

and associations with the brand accounting for the brand

image.

DZDUHQHVV DERXW WKH EUDQG DQG LWV FKI
(Aaker D., 1991). Moreover, the enterprise gains a

VLIQL{;FDQW EHQH¢W IURP GHYHORSLQJ LWV EU
believe that in the case of the HEI brand, which develops

over a longer time period, the information on the brand

must ensure the synergy to provide for the development

+RZHYHU D JHQHUDOO\ UHFRJQL]H Gof theVrietes3anH valieQaBd awareness about it in the

meaning of the brand value and its measurements have
not yet been determined. Almost all brand value concepts
are currently unanimous that the phenomenon implies
that consumer associations and ideas about the name of
the particular brand award added value to the product

J)D\UHQH & </ [HH * & 7DEOH

It must be concluded that we can speak about
customer-based brand equity only if the consumer

target audience. Although the existence of a brand is to

be basically associated with the consumer’s perception

and thoughts about the brand, all elements accounting

IRU WKH HQWHUSULVH EUDQG YDOXH UHAHFYV
opinion, link the consumers to the brand, thus providing

for the feedback (Aaker D., 2003). The enterprise must

understand that its brand value is created by a set of

elements, for example, its popularity, loyal consumers,

UHFRJQL]HVY WKH EUDQG DQG KLV PHPRU\qiaRyQ &id ag30¢iaBdR< Hhat | a¢© connected with the

and unique associations with it. No brand value can
develop if the consumer is not aware of the brand.

brand, its name and symbols and they add value to
the enterprise product or service (Aaker D., 1991).

$FFRUGLQJ WR 'DYLG $DNHU EUDQG YDOMXH FRQVKRWY RRQFPCXGH WKDW (UVW FRQFHS\V

components: brand loyalty, brand awareness, perceived
quality, brand associations and other brand values.
Brand value is created by the overall assessment of the
set by the consumers comprising the consumers’ ideas,
feelings, positions, associations and values regarding
WKH EUDQG $GMRXUL 1
tasks within the HEI brand development should involve
facilitating positive popularity of the brand essence and
contents both during the study process as well as in the
further communication with the target audience.

developing a brand is the concept of a brand value, which
is its assets, and, secondly, for a successful brand value
management it is necessary to take into account the
peculiarities of using each particular kind of assets. The
DUWLFOH FRQFHQWUDWHY PRUH VSHFL{FDOO\

&R QVHT X lddptektdt thewrkrd b&cBuis€lt is most directly connected

with the consumer perception.

3. Creation of brand associations
%UDQG DVVRFLDWLRQV UHSUHVHQW D JHQHL

:KHQ HPSKDVL]LQJ D FXVWRPHU EDVHG dspéfl QF the ToftdnW Vvali¥;, a mental link with the

a set of impressions offered by the brand we must point
out that it implies the set of the brand feature perceptions
that appear thanks to developing the consumer
knowledge about the brand. The interrelation between
the sources of the brand value and consumer positions
is important for the understanding of brand value
(Keller K.L., 2005). Moreover, the depth of brand
awareness describes how possible and easy it is to
remember the brand elements (the name, symbol etc.
of the HEI brand). The breadth of brand awareness is
a set of the purchase and use elements, where some
of the brand elements are remembered (choice of the
HEI/ programme, knowledge about etc.). Brand image,
however, develops based on the set of associations
connected with the brand (its rating, quality, guarantees
etc.). The authors believe that the above-mentioned
criteria lie in the foundation of the brand strength and

GLUHFWO\ LQAXHQFH WKH SHUFHSWLRQ

The brand value of an enterprise is created by all its
integral parts: the product/service itself, its brand name

and visual identity, advertisements and sales promotion
activities, public existence and self-presentation of the
enterprise brand as well as the legends associated with
it. Therefore, the added value of a product or service
is the total amount of perceived information in the

FRQVXPHUfV PLQG &RQVHTXHQWO\

the value requires information, as the deeper a person
considers the new information about the brand, the more
he compares it with the already existing knowledge. This
makes the associations with the brand stronger. Brand
value basically arises from the information acquired and
stored by consumers about the products and brands; it is

enterprise forms the basis for choosing a purchase and
for the loyalty to the brand. Brand associations comprise
the brand attributes, customer’s attributes, customer’s
gains, lifestyles and many other events which account for
certain feelings and emotions in the customers. This is
proved by the research made by Aaker (2008) and Starov
(2010). Associations also determine the level of strength
WKDW FUHDWHV WKH (UVW LPSUHVVLRQ DERX
its brand, loyalty and competitive advantages. The
peculiarities of creating brand associations are mainly
determined by the goal to increase the brand value.

The following features have to be considered in
brand development: 1) the kind of brand associations:
what associations arise for the consumer regarding the
brand; 2) the availability of associations: the qualities
must be easily attributable to the brand, and the brand
must be easily attributable to the qualities; 3) essence
ofR the WKrblal/obHe@®& bYaRdO Xddociations: strong
brands possess non-verbal associations, which in the
consumers’ perception are represented by a precise
depiction of the brand; 4) intensity of associations: the
closer the association, the more stable the brand image;
5) the number of associations: the more associations
with the brand there are, the stronger is the brand. It
is important that the associations are not contradictory,

W K but 1@theY déw@RSHathQWusIR (and are not negative);

6) unigueness of associations: uniqueness, difference
from the associations with competitive brands,
which makes associations a means of differentiation
(Esch F.-R., 2005).

Accordingly, the brand is a powerful visual, emotional,
rational and behaviour model, which a consumer

HVVHQWLDO DV LW FDQ DIITHFW WKH FRQVXPHARIPL B RVGIYGC HQMKDBRXWSHFL;F HQWHUSULVE

the purchase decision (based on the past experience or
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Fig. 1. A typology of brand image

however, in any case they make the consumer’s choice
easier. Enterprises aim at creating positive associations
with their brand, which would make the consumers
choose in favour of the given enterprise rather than its
FRPSHWLWRUVY EUDQGV
into 6 broad dimensions, or 15 dimensions in total.
(Figure 1 ) (Korchia M., 1999)

Product associations comprise the functional
quality and non-functional associations. The functional
qualities are the material features of the product. If a
brand does not meet the functions it is designed for,
the brand will have a low brand value. Accordingly, the

%UDQG DVVRFLDWQRONWUNDL@ \ER IFODNVYILR © G

UHJLRQ DQG ZLOO EH ZHOO UHFRJQL]HG DPRQJ Wk
universities. The research potential of the University of

Latvia will be contributing to the national economy of

Latvia as well as sustainable development of the society

7KH EUDQG LV GHY
DORQJ ZLWK WKH RUJDQL]DWLRQ DQG DFFRUGLQJ
8/ VKRXOG EHFRPH DQ LQWHUQDWLRQDOO\ UHFRJQ
ZKLFK LV EXLOW RQ WKH VWXG\ TXDOLW\ DQG VFLH
In compliance with the model of brand value dimensions

(Aaker D., 1991), it comprises the brand loyalty,

knowledge about the brand, perception of the brand

quality, brand associations as well as other features

EUDQG SHUIRUPDQFH FDQ EH GH¢;QHG DVKRKRFMIGIIPRUWKH EUDQG

judgement about impeccable and lasting tangible activity
and absence of faults in the tangible construction of
the product. The non-functional qualities, however,
imply symbolic attributes that represent the intangible
features, which correspond to the consumer needs and
provide them with public recognition, personal growth

UL is striving to integrate these features in its brand.
As it was stressed in the theoretical substantiation, a
practical understanding of the market regarding HEI, in
particular, UL, is connected with the image of the HEI,
in this case UL, which has developed in the perception
of the social groups and layers which directly affect

RU VHOI FRQ,GHQFH &RQVXPHUV DVVRF L5 #avelgprent ef ths i The WlikPrand has to offer

its social image, loyalty and perceived quality as well
as differentiation and country of origin. Both functional

and non-functional associations are equally important.
The enterprise associations comprise the enterprise
potential — the associations that are connected with
the enterprise experience as well as the corporate
social responsibility associations, which comprise the
enterprise activities regarding the duties towards the

differentiated gains, which would allow for distinguishing
the UL achievements and communication ability to
its target audiences. It must be taken into account at
all levels of the brand development: HEI, students,
graduates, employers that account for the target groups
of the UL brand. Each of the above-mentioned groups was
involved in the brand assessment according to its role
and status regarding the HEI (UL). All the target groups

VRFLHW\ &RQVXPHUV PD\ GHYHORS GLIIﬁolTHr ‘W‘e@‘?/“%’ EeLES’We%ﬂ\?rs’researCh

JD\UHQH & </ /HH * & $V
above, the brand associations represent a powerful
tool. The enterprise may facilitate the development of

LW 7 dﬁp# Dece 2012, a research of
tlﬁDe target au ces of the UL brand was conducted under
the authors’ guidance in order to evaluate the UL brand

IDYRXUDEOH DQG EHQH.FLDO DVVRFLDWT'E%@?}IO ?bh rdwtr T”'E{de"e'(’pme”t

committing various measures aimed at the consumers.

Research results and discussion

In the association context of the brand development,
the practical focus of the authors’ research was the brand
of the University of Latvia (UL). UL positions itself as a
higher education institution with long-lasting traditions,
strong academic environment and advanced research
process. The vision of UL envisages that in 2020 UL will
be one of the leading research universities in the Baltic
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as well as pro ems related to this

process. The data for the research were collected with
the participation of the 2 " year students of marketing
management master programme (2012).

To make a selection, the quota method was used.
The quotation was carried out based on the structure
of each target group. A set of 405 representatives of
the target audiences were interrogated in scope of the
UHVHDUFK %DVHG RQ WKH PHWKRGRORJ\ RI (OL]C
ZLWK SUREDELOLW\ ZH FDQ DI¢UP WKDW WKH
was representative. The dependence of the selection
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scope on the general multitude was based on Noel's in the society and indicates the topical direction for the
methodology. If we have an endless general multitude UL brand development ( Figure 2 ). When creating the UL
then the selection scope of 400 respondents would be association network, the authors used the data, opinions
VXI¢FLHQW WKHUHIRUH ZH FDQ FRQFORGHB WKDWQDVWHLAHFKHG LQ WKH VXUYH\ UHV)
volume of general multitude achieves a certain level, its been caused and facilitated by the publicly available
IXUWKHU LQFUHDVH GRHV QRW KDYH DQ\ iMordh&ibry Bridl GiWjectR&S BrrotlonR Gat arise in the
the increase of the selection scope. minds of the potential or existing consumers.
Simultaneously a study was conducted in the In scope of the of the survey, it was found that

HPSOR\HU JURXS H[SHUW LQWHUYLHZVamstRall Fdp@sehtdivesV &f Hhe UL target audience
content accounting for the HEI brand because employers UHFRJQL]H WKH UROH RI WKH EUDQG DVVRFLDW
see the topicality of the HEI and its brand in the process selection decision. Based on the brand value dimensions
of adopting the decision about the suitability of the as a whole as well as on the brand values and qualities
potential employee. The experts were asked to provide stressed by UL in its vision and mission and as on
their opinion about the HEI they have graduated from, some contrasting qualities, in the course of the study,
the role of the HEI brand in adopting the decision the authors established the associative qualities. The
about the suitability of a specialist (new employee) and summary of the survey data according to a 10-point
development of cooperation with him. After the study, scale resulted in the rating of the UL associative
the authors concluded that even if education is not qualities for the perception of the UL brand in its target
the primary criterion but is included in the set of the audiences, e.g. traditions — 7.62; quality — 6.77;
assessment criteria, the HEI the person has graduated developed research work; pleasant study environment —
IURP VHUYHV DV WKH GHFLVLYH LQAXHMH@F LmuihtehBrgaV &t Watvia Kadlture values — 6.60;
employers have certain established preconceptions emphasis on quantity rather than quality - 6.57;
about the knowledge and programme contents provided responsive, modern and knowledgeable academic
E\ VSHFL¢F +(,V DV ZHOO DV WKHLU JUD &xfD-V8.H2/ staghitiid. bcatledvhic@ivonment — 6.43;
capabilities and their compliance with the requirements modern equipment — 6.28; obsolete methods of
and responsibilities; thus, additionally demonstrating instruction — 6.18; international competitiveness - 6.17;
the rank of HEIs regarding the needs and requirements the best HEI in Latvia - 6.3; high entrance
towards the potential employee. requirements — 5.7. The average assessment of the

Research object: associations with the University of acquired results shows how strong the particular
Latvia brand. association is. It can be concluded that the range of

$LP Rl WKH UHVHDUFK DVVRFLDWLY HhelL Arxge¢ QaEddssRent VisK bt large (max - 7.62,
University of Latvia brand on its target audience and its min - 5.07), consequently, none of these associations
assessment. is stronger than others or less expressed than others.

When interpreting the research results for the There is a small number of extreme assessments (max
purposes of the article, the authors focused on the DQG PLQ YDOXHV WKH UHVSRQGHQWY GR QR
HEI brand associations, interaction between the HEI any of the qualities is certainly pertinent to the UL or is
selection criteria and associations as well as on the absolutely absent in it. Overall, the comparison of the
interaction between the promotional communication and assessments suggests that the qualities are more likely
associations. In the presentation of the research results, to be present than absent, and this is valid both regarding
WKH EUDQG HOHPHQW DVVRFLDWLRQV KD Yhd [iosithe avdXiegaiive LakkbGiatioRs. Therefore, the
an integral network of associations without distinguishing associative opinions vary among the respondents and the
typologically. perception of the UL brand varies.

7KH EUDQG RI WKH 8QLYHUVLW\ RI /DWYLBROQVNUHXROWADEAW LV HYLGHQW WKDW W
DQG FDXVHV YDULRXV DVVRFLDWLRQV Ferdiences\rather highty evalkatethe geperal descriptive
the system of education, the stereotypes pertaining to aspects of HEIs (quality; developed research area),
it, HEI as a whole, its symbols, logotype, main building which is positive and complies with the guidelines of the

etc. Various age and interest groups hold the opinions, UL long-term vision, however, the authors of the article

2L FK KDY Enna LoAxnorn e £ wkni SERIESE UBERIRERRTS SN cuine 2o

studies by their relatives, friends and acquaintances, RWKHU DVVRFLDWLRQV 7KH VXPPDUL]JHG GHVF
their assessment. According to the results of the survey, as a result of the associative assessment is the ground

generally the elements of the UL brand were assessed for the adoption of the decision in the target audiences

positively by pointing out such features as strength, which develop/plan their future in connection with the

NQRZOHGJH DQG ZLVGRP ZKLFK XQDQLBtedlieyaa HEHIA Bhe kse@ch, the criteria have been

positive attitude and strong associations. Regarding FRQ¢UPHG DFFRUGLQJ WR ZKLFK WKH WDUJI
the personal qualities to be highlighted in marketing choose the HEI where to study or which to recommend

to others. Overall, the HEI selection criteria, in value
WHUPV IRUP WKH DVVRFLDWLYH OLQN WRZDUG
In some questions, the acquired result differs from the
UL association assessment, which in the authors’ opinion

communication, the majority or 90% of the respondents
chose the human qualities, which become topical along
with the acquisition of higher education and gaining

success professionally. The range of the UL brand KDV UHVXOWHG IURP WKH LQVXI¢FLHQW GHYH
associations is meaningful for the analysis necessary associations based on the UL brand values. The criteria

IRU WKH EUDQG GHYHORSPHQW :KHQ Ynp&RMR Yok I uddieNcEdare the range of offered

survey results, the task of the authors was to create programmes and acquired skills (70-75%), accreditation

an integral UL association network, which would and status of HEI (76-85%) and the study fee (55-

demonstrate the associative attitude, which dominates 65%). Of minor importance for all target groups, except
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Fig. 2. University of Latvia association network
the employers (72-90%), are the following: modern resourcefulness, insight, light, and thinking. However,
equipment, new study aids, premises (35-47%), opinion the assessment in the visual respect is the following: dull
of friends, acquaintances and family (35-58%) as well DGYHUWLVLQJ DQQR\LQJ GLI¢FXOWLHY GLVOLNH
as the location (33%). In the authors’ opinion, the less knowledge. The authors conclude that, when developing
topical criteria have to be assessed with caution because the contents of the brand association formation and
they directly and indirectly affect the formation of the respective communicative solutions, it is important to
important HEI criteria. As in terms of the UL development pay serious attention to the solutions of the contents and
all of the suggested criteria are important, the authors YLVXDOL]DWLRQ DQG WKHLU LQWHUDFWLRQ EHFD X\
believe that in the brand development process the tend to work more negatively than positively. Moreover,
provision for the link between the value and association if the target audience, as it was mentioned above,
will gain more topicality. comprises not only the potential and existing students,
Any enterprise, including a HEI, promotes its product but also employers, parents and society as a whole, then
by using the corresponding information in accordance WKH DFTXLUHG UHVXOWYVY FUHDWH FRQFHUQ DERXW
with the desirable effect of the communication. During the visual advertising associations in the nearest future.
the research, the authors evaluated the UL slogan of For example, in the youth group a positive assessment
the public advertising campaign for operational period was received from 35% respondents in average, however,
RI 3<RX KDYH MXVW RQH KHDG b5iH dtBed Favget\@oups this indicator was from 0-10%

KHDG ~ DV WKH DGYHUWLVLQJ DFWLYLW\ Remplayer¥ palénts)UTheGiki&iDriisloRoOsite regarding
LOQVWLWXWLRQ LQ WKH UHVSHFWLYH WLP W KH QHR G WU YHF WYAWK G FHQ D& H U H RI WKH HPSOF

indicators, e.g. the attraction of students. Inthe research, 60% of parents rejected the advertisement contents in
WKH DXWKRUV WULHG WR QG RXW WKidlatiers loQHeR ¢hoigel i.&. U lak Ka&ir potential HEI.
audiences about the visual format of the campaign which, The authors conclude that for the purposes of developing
LQ DVVRFLDWLRQ WHUPV SURYLGHV IRU [pogitvée RIDatidtignd XU QhesH td. Gecdhkider its visual
target audiences. The authors would like to stress that communication strategy in order not to enhance the
the results have to be assessed in two respects — from the detachment of the associative links from the desirable UL
SRLQW RI YLHZ RI FRQWHQWYV DQG YLV X Dhtahd bahésRRggaiiD@th&\aBsgssmerittdithe UL brand
the results showed that the associations that dominate associations, where according to the survey none of the
in terms of the contents are as follows: wisdom, idea, associations is stronger or less expressive, it must be
146 Economic Science for Rural Development No. 32, 2013
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noted that the brand developers should take particular
care of the desirable communication as the HEI brand has
WR 3GHVHUYH” LWV UHSXWDWLRQ
stability in order to provide for income (rising of funding,
number of students).

The authors have made
and proposals:

The brand development of any enterprise, including
UL, is its main strategic aim because it provides for the
formation of the desirable target audience reaction in the
long term by taking into account that the brand value
orientation is based on the wishes and needs of the
potential customer. The creation of associations, i.e. the
provision for positive emotional contact in a long term,
lies in the foundations of developing the desirable brand
and its value.

The study proves that all suggested associative
qualities (both the good and bad ones) are more likely to

the following conclusions

EHORQJ WKDQ QRW WR EHORQJ WR WKH 8/5EUDRWHRRQEHEXHQWB\* &

the associative opinions differ considerably, and the
perception of the UL brand in the target audiences is

VHOHFWLRQ DVVRFLDWLRQV GLIIHU E\ WKH VW

ZLWK D +(, RU
7KH EUD@MG VKRXOG GHYHORS LWV

LQ WKH FDVH RI 8/ E\ WKH DI¢C
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of positive associations, it is necessary to assess with
more care the approaches that require analysis that is
more complex.

Strong brands possess verbal and non-verbal
associations, which in the consumers’ perception are
represented with a precise depiction of the brand. For
the purposes of forming positive associations, UL should
reconsider its visual communication strategy in order
not to enhance the detachment of the associative links
from the desirable UL brand values. It is important that
the associations do not contradict each other, but rather
develop harmoniously.

The brand association analysis and the acquired
results allow for further elaboration of the communication
with each of the target groups for the promotion of
the UL brand development in terms of associations. At
present, when assessing the existing communication as
a whole, it focuses more on the group of the potential
students, which is essential, however, does not fully
comprise the audience that is considerably larger and
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feedback in the future. In order to achieve higher
motivation of the target audience to consume the UL
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of communication based on the target audience
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Abstract.  The aim of this article is to identify links between the product brand
is the country. The authors point out that building the brand of the product an

and the brand of a territorial unit, which
d the brand of the country should be

treated with the same seriousness and that the same tools can be used in both cases.

The authors have analysed the essence of understanding the brand of the
brand and the country brand in the present paper. The method used in the
describes the scheme, according to which one should work in creating a nation

product as well as links between the product
paper is the literature analysis. The paper
al brand as well as the process of

EXLOGLQJ D QDWLRQDO EUDQG 7KH LGHD RO V@RDEHRQ I & CPOOANWMMULY/H BDIMQDW KH VWX G\ &R XC

effect has been described as the impact that opinion and the image of the

a particular country.

The idea of links existing between the product brand and the country bran

country has on a product originating from

d is topical because nowadays not only

EUDQGY DUH ¢JKWLQJ IRU WKH DWWHQWLRQ RI FRQVXP HLRX @WW\ DEOMRQ LW L HW D@® ¥ RN Q W

inscribing in the process of grabbing new areas by brands and the knowledge
brand management can help countries win competition and be more visible

on the use of techniques appropriate for
in the global market.

Key words : country brand, product brand, national marketing, country-of-origin eff ect.

JEL code: M3

Introduction
Buying goods and services consumers want to satisfy
their needs and desires. At the same time, they pay not

Product brand
$FFRUGLQJ WR WKH GH¢QLWLRQ IRUPXODWHG E\
ODUNHWLQJ $VVRFLDWLRQ $0$ WKH EUDQG LGH

IRU WKH SURGXFW LWVHOI EXW IRU WKH Edd@dHaniseritis bf\the \Winidfasturét GrXhe \8eller (or

brings. The basis of commercial success is the ability of

their group) - distinguishing them in this way from the

WKH SURGXFW WR PHHW VSHFL¢{F QHHGVFR®EXQWKH WUREDH HKIWEFUDQG UHSRUWHG WR WKH SELC

offered by the brand creates its identity and distinguishes
it from other brands.

Analysing consumer’s approach to the selection of

products, one should pay attention to the factors that

subject to legal protection. In a holistic frame, the brand

LV GH;QHG DV D FRPELQDWLRQ RI WKH SK\VLFD
the name, packaging, advertising, and accompanying

activities of distribution and pricing that provides the

LQAXHQFH WKHVH EHKDYLRXUV 7KH\ LQREuGer BEW dstindgivéH @@l and symbolic

factors (economic, social, cultural) and internal ones
(personal, psychological). It should also be noted that the
customer experience associated with previous purchases
can play an important role in making purchase decisions.
However, if the client does not have such experience,
product brand or brand of the country from which the
product comes can be helpful in making decision.

The country of origin of the product is now known
to be the factor that may affect the perception of the
product. Information about the origin of the product is
always placed on the package but it can be more or less
exposed. This exposure has been linked with the fact that
the country of origin can help promote the product itself
as well as lead to a purchase. Therefore, it is important
to analyse the nature of the product brand as well as to
understand the links between national brand and product
brand.

The research tasks were to identify the similarities
between competition techniques among brands and
among countries. The contribution of the study is to show
that the knowledge on the use of techniques appropriate
for brand management can help countries win competition
and be more visible on the global market.

EHQH{; WV 6RMND %

7KH EUDQG KDV WR IX0¢O VHYHUDO LPSRUWDC
such as:
— toidentify (to inform);
— to guarantee;
— to promote (Altkorn J., 1999).

The primary function is to distinguish the product
from the goods and services offered by the competition.
7KLV LV D EUDQG LGHQWL,FDWLRQ IHDWXUH ZKL
assigned several meanings:
— LGHQWL¢(FDWLRQ RI WKH SURGXFW FKDUDFWHUL
— SRLQWLQJ WKH IXQFWLRQDO DQG HPRWLRQDO E
— emphasising the values sought by of a certain group

of buyers;
— technical representation of a particular culture
(Kotler Ph., 2001).

Direct information occurs when simple, easily
readable message about the product, its use, purpose,
or owner is included in the brand. The indirect
information focuses on evoking by the brand associations
RU VXJIJHVWLRQV UHJDUGLQJ WKH EHQH/;WV DQG
Brands more fully realise the function of the designation
of origin, when they use the name of the owner of the

1 gRUUHVSRQGLQJ DXWKRU 80 =ROQLHUVND 7HO IBJF]JHFLQ 3RODQG
OZRUREMRZ#]XWNHBXWEBOQVND#]XW HGX SO
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FRPSDQ\ ZKLFK LV LGHQWL,HG DV WKH p@pularHattiactiveQdriRl désDald. R Qan make that the
(Altkorn J., 1999). VRFLDO PRUDOH ULVHV WKH FLWL]HQV DUH SUR

The guarantee  function means that the owner of
the brand is committed to maintain the quality of the
product on a certain level. Buyer repeating purchase of
the product expects that the product have at least the
same characteristics as in the past. The producer will
want to avoid a situation, which could result breaching
of a positive opinion about the brand. This feature is

VHUYLFHY DV LQWDQJLEOH
ad, creates the situation where image about the service
provider and the product becomes the primary factor in
the buyer selection process (Witek-Hajduk M., 2001).

The promotional function means that trademark

owners should use the brand to promote the company DFFRUGLQJ WR WKH VFKHPH EDVHG RQ IRXU SL
and products sold. The brand as a promotional tool should one is the product - one that the place is known from.
attract attention and encourage purchases. An important Products in this sense may be people or institutions.
feature of the brand is also the possibility to use it in the Surely, such products are goods produced in the country,
promotion of various forms, in particular, in a variety of having a certain quality and the reputation. Another
media advertising. area is the market communication - the message that
The most important EHQH¢ \WVbrands are the carries the brand. This sphere includes also advertising.
HDVH RI LGHQWL{FDWLRQ RI WKH SURGXFEVWh®RIQ M KreméhiberédHWMat DiPéh creating the
creating consumer attitudes to brand loyalty. This allows image, good communication, promotion may substitute
PDLQWDLQLQJ D VXI¢FLHQWO\ KLJK O H YprbOuctRshorgagdsF $bwnetirfret) ib aBpens that a good
provides psychological satisfaction to the consumer, advertising creates a hit from the average product.
guaranteeing his preferred status and quality of life. Another component is the environment. It is good to
This satisfaction is presented as one of the results of the know the market environment and then supplying the
process aimed to produce products desired by customers correct product should be successful. The last pillar is
or other interested parties. This approach shows that behaviour. These are nations that actually live from the
contentment equated with satisfaction is in practice often fact that they behave in a certain way - they are nice,
treated as a measure of the product produced. KDSS\ RU KDUGZRUNLQJ IRU H[DPSOH 3*HUPD

An important  disadvantage of the brand, especially
for the seller (manufacturer), is the high cost of its
promotion. The development and promotion of the brand
on the market is expensive, so the company has to decide
whether to give brand to the product. This is particularly
important for giving brands to individual products.

The image of the brand is its picture in the mind
of the customer (buyer). It is created as a synthesis
of all the signals emitted by the brand (e.g. name,
logos, products, advertising). The image is the result of
decoding, extracting by the consumer the importance of
these signals, their interpretation. It describes the way
LQ ZKLFK WKH VSHFL¢F WDUJHW JURXS
Brand image can be positive, negative or neuter, it may
be good, widespread, and thus, helpful to the company
but it may be also little known, damaging the reputation.
Sometimes, it is created randomly and cannot guarantee
prestige to the company. It can be assumed that, for
example, in the case of some basic consumer goods, this
procedure is not needed. Yet, in the modern world, the
tendency to give brands to the products is very strong,
despite the high costs and falling consumer loyalty to the
brand.

The country brand

The country brand is the essence of the country’s
history and its contemporary culture, products, people,
DQG HYHQWYV
of the country that make up the identity and uniqueness.
Strong national brand can create out of ordinary, or
unknown, average country, a country that is perceived as
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and that external customers (tourists, consumers, policy
makers, and investors) put the country and its products
high on the list of interesting destinations to visit and
goods to be purchased. In addition, they are willing to
pay more and recommend it to their friends.

Brands — of the product, institution, region, country -

EXLOG WUXVW E\ NHHSLQJ SURPLVHV $ EUDQG |
LPSRUWDQW LI WKH SURGXFW LV D VHUY L BEtrugtkith¥ rSiktioLizeFecipénfsonw &bbtract entity

LQYLVLEOH Gslcreaked DaMintluBesSabd-tuibDey tHe@Qundtishidlity of

a particular product (quality, utility) with the values that

WKH SURGXFW UHSUHVHQWY 7UXVW LV LGHQW.L

of the brand - a product, a company, or a country.
When creating a national brand one should act

3, WDOLDQ MR\ RI OLIH"
The process of building a brand, based on these four
pillars, should be divided into four stages:
— to stand out;
— to be needed;
— to deserve respect;
— to create intimacy.
It can be concluded that the brand is the most
valuable cultural phenomenon in the 21 st century.

&RXQWULHV QHHG LW DV LW LV EHVW WR VHC

of the country functioning. It should also be noted that
in the process of building a brand, everybody should
LIPDUWQRVS/WH EDRQRQOOLDQFH RI
is needed, and the wider circles are involved, the better.

National marketing

The concept of national marketing has emerged in
the late 20 ™ century. This phenomenon is associated
with the search for methods to assess countries’ own
strengths and opportunities and effective ways to
improve competitiveness and boost the economy, which
becomes particularly important in an era of globalisation
and integration.

Each countryisnowtryingto promoteits ownindividual
personality, culture, history, and values by emphasising
what can be idealised but immediately recognisable as its
image, which serves economic, commercial, and political

W LV D UHAHFWLRQ RI W Kpliroée3 G-DwereR Wididage Daheauntry has to be

current, clear and attractive, so it is impossible to use
symbols and ideas from the past. The share of past and
present should be properly balanced.
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National marketing in a broader context can be

which is an ideal place to live, where people are willing

GH{¢QHG DV D VWUDWHJILF DSSURDFK WR t&stttl©pgernraRexty it eXprés3d3 dhdir appreciation for

DXWKRULW\ ZHDOWK
global market. It is a system methodology, which can

DQG ZHOO EHLQJ thR socfaladhdilisind, \eduRafon Wtakiy of life, and work

style in the country.

EH GH,QHG DV WKH VWUDWHILF PDQDJHPHQMW cRunti\WikhaheRdd gheklt \Wxtent depends on the

Accordingly, the world is a global market, and the country
is mega-company, competing on a global market with
RWKHU PHJD FRPSDQLHV
applying strategic marketing management tools to design
development strategies of countries.

Therefore, the national economy promotion is a set
of long-term, consistent, and professionally planned
communication activities, which results in a systematic
increase in the country’s economy - its products, services,
companies, capital, regions, cities, events, people, and
ultimately a permanent increase of the promotional

culture and heritage of the nation. The fascination

ZLWK WKH FXOWXUH RI D FRXQWU\ LQAXHQFHV \

7KLV VLPSOL¢ Hftude QdnaxdsJ its xehipdhiéd/ products, or tourist

values In addition, sporting successes contribute to
creating a positive image of the country. Soft values
are becoming increasingly important and their impact
on human associations is increasingly palpable. Music,
books, movies and even the actors have an impact on the
collective subconscious — they are the model, the point
of reference.

Of course, the assessment of the country citizens

FDSDFLW\ DQG FDSLWDO RI QDWLRQDO E WDREGimFoRaNQ ¥edhle afd the Gredtedt wealth of a

is the process by which the country is actively looking for
ways to create a unique and competitive identity, aiming

country. Nice people attract tourists; educated workers
SURYLGH D JUHDWHU LQAX[ RI LQYHVWPHQW ,Q Wit

WR FUHDWH DQ LPDJH DPRQJ FLWLIHQV RQ&idg Wit theexishrg Séedydds/ which should be

of a good business partner and an attractive place for
investors and tourists.

To identify factors affecting the image of the country,
it seems reasonable to refer to areas of national

0
FRPSHWHQFH VHSDUDWHG LQ WKH UDQN)E@\?%I
Z2ZZ VLPRQDQKRQ I'—y

IDWLRQ %UDQG ,QGH[”’
areas include tourism, branded exports, foreign and
internal policy, investment and immigration, culture and
heritage, and people.

The most prominent and widely promoted area is
tourism . Governments support the promotion of the
UHJLRQV DQG FRXQWULHV ¢(JKWLQJ
Tourist attractiveness of the country is also desirable
because of the fact that the country begins to exist in
the minds of other nations, increasing its visibility,
positive associations are created to form the image
of the country.

Exported branded goods play a very important role
in the dissemination of national culture. On their basis
people form their opinions about the identity of the
FRXQWU\
to expect from products made in the country. Even if

IRU

&RQVXPHUV XVXDOO\ KDYH IRUPHIGHFN. RURW KRR ZKOQW U\ RI

changed just by using national marketing.

Attractive and consistently communicated national
brand, supported by branded products, is an important
portunity for _developing countries to enter a group

F%'evealgﬁégj_| co%?ﬁl%%g. qp{gy are the intangible

resourceg &JarticJIé(rly gr'é'nd) that are now the main
source of value added for national economies generating
WKH KLJKHVW SUR¢WV 7KH HVVHQFH
building a competitive advantage is, in the light of these
assumptions, the movement from a group of countries-
W%‘frwﬁ w‘?rw%l@% aBdFZ %ﬂjpranded products
toward a group of brand owners, forwhich consumers are
ZLOOLQJ WR SD\ PRUH

Rl SURJ!

+HUH]J]QLDN O ORUDZVND -

Country-of-origin effect

Nowadays, countries are increasingly aware that their
good reputation and attractive image in the international
arena has a fundamental impact on the perception and
evaluation of their products by foreign consumers. The
RULJLQ &22
impact of the reputation and image of the country on a

LV GH¢C

WKH\ GR QRW DGPLW WKLV D VORJDQ 30D @GrétuctQhat conse® fiony tHat ¥odritky. It addresses the
LPSRUWDQW UROH LQ WKHLU SXUFKDVLQ Jdéa th&tlcdhisirr@rg ané BuBifesisip&dple Pave about the

brands are present in everyday life; they affect people’s
lives, and contribute to their habits. The country of origin

country and how they carry it on the product image.
Researchers from the 1970s were interested in

LV SHUFHLYHG WKURXJK WKH SULVP RI V Séldfienstip Bépiz€nGhé pekééptonLdd the country and

everyday life.
To build a positive image of the country, its political
stability is also important - whether people have

FRQ:;GHQFH LQ WKH FRXQWU\N JRYHUQPHRMW SEHPKBIYHQILQJRKGEYV

competences of its members; whether they believe
that the government is able to ensure the safety of
LWV RZQ FLWL]JHQV
authorities care about environment. That members of the
JRYHUQPHQW RI{FLDOO\
outside, which is why it is very important how other
ations perceive them. It seems that nowadays the
choice of brand of wine or a beverage is more than
just a consumer choice — it becomes a kind of political
demonstration.

Another area is  investment and immigration Lt
is important that the country is able to attract foreign
capital and skilled labour. A strong brand has the country,
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the perception of the product, and they saw a positive
LPSDFW RQ WKH LPDJH RI WKH &22 RQ WKH GHP
WKH SURGXFW $QDO\VLV RI WKH HIIHFW RI WKH &
FRQ¢c¢UPV WKDW FRQVXP!
information about the origin of the product in order to
identify its quality. The adequate policy of the use of a

WRXULVWV DQG LQBRVWWUYH ZRBIVWKRUWKKHFRXQWU\ DQG LWV SURGX

the attitudes of consumers, even when they are in

UHSUHVHQW Wddrtact wRnaQehy dimilandRodudt Kutlof different origin

(Kotler Ph., 2002).

The less information a consumer has on a product, the
JUHDWHU LV WKH &22 HIIHFW 7KH HIIHFW VLJQL¢FD
DIWHU WKH LQAX[ RI WKH ¢(UVW ZDYH RI LQIRUPD
the product. In subsequent phases of the interaction,
WKH &22 HIIHFW LV EHFRPLQJ PRUH DQG PRUH OLF
consumers, this effectis important when they do not have
much information about the product and have a limited
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and incomplete knowledge. In creating their opinion, considered - until global competition and pervasive
they are driven by factors such as the level of economic excess of possibilities options changed it.
development of the country, the political, social, cultural 3. Many countries have created national marketing
conditions, traditions etc. ideas, since they noticed that on the global
Sometimes strong reference to the country or market, countries and nations operate and are
region of origin can have negative effects. Historical UDWHG DV WKH FRUSRUDWH EUDQG 3:LVH’
events, geographic location may be the factors that, nations culturally and economically win with the
by combining with the country, will further shape the others, when they consistently build their own
EHOLHIV RI FRQVXPHUV DQG ZLOO QRW LQAX Hrands- sare\VabdutLteH @pusitiom aslcompanies.
purchasing decisions. However, analysing the positive This reputation moves then everything that comes
effects, it is clear that it should be used to associate the from these countries - companies, products, regions,
product with the relevant characteristics of the country people, capital, and ideas.
from which it comes. 4. Successful brand names, in turn, enhance the
&RQVXPHUV XVH WKH &22 HIIHFW WR REW bDriage bfQHdR ¢hembyV THR @ountry-of-origin effect
on not only one but many products that they are is very well used by countries that have discovered
potentially going to buy. The effect of origin consists of national marketing the earliest such as Germany,
such items as: Japan, and Italy.
— innovation (the use of new technologies and 5. The basis of national marketing is the belief that
advanced techniques); the state is a player on the global market, where it
— design (look, style, colour, diversity); competes with other states. To be among the few
— prestige (exclusivity, status, reputation of the whowininthe21 st century, one needs a professional
brand); to take care of the competitiveness and to build and
— performance (reliability, durability, quality of the strengthen the attributes. Therefore, countries use
production) (Kotler Ph., Gertner D., 2002). methods and marketing techniques modelled on
Understanding the relationships and characteristics large corporations in creating brands.

Rl WKH &22 HIIHFW LV LPSRUWDQW QRW RQO\ EHFDXVH RI
macroeconomic conditions but also because of the

companies operating on the market. This allows Bibliography
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ROLE OF SOCIAL MARKETING IN MAINTAINING THE BALANCE
BETWEEN SATISFACTION OF IMMEDIATE AND LONG-TERM NEEDS IN
THE CONTEXT OF FOOD CONSUMPTION

Gunta Grinberga-Zalite 1 Dr.oec; EvijaLiepa

2 Dr.math; Amanda Avotina 2, Bc.sc.ing.

Abstract. $ORQJVLGH ZLWK WKH SURJUHVV RI FLYLOL]DWLRQ HBKHQIDL EHE RIMHVRP EXHW[EMQ Z kK
PDNHV LW GLI¢(¢FXOW DQG FRVWO\ IRU URXWLQH HYHQRR/G RQM LRI JIZW KFKHPR YRR 8§ B LIUR FRAUK S H
XQWLO WKH VWDWH VLIQL,FDQWO\ VXSSRUWHE LMWWEKB IRRE RDVNEHWLGQAMQRWUYPRFDO (
SURGXFW SURPRWLRQ 7RGD\ LW LV LPSRUWDQW WR ¢ QG JRREWKI KXV VIDRE DG Z KB QVWPHEQR

Latvian consumers have become more farsighted and in circumstances of li
products purposefully choose locally grown and produced food, or on the contrary —
forced the population to behave more short-sighted and satisfy immediate needs
needs of Latvia food production and consumption sustainability.

The study is based on the review of literature and publications on food con
problems; secondary data analysis, and authors’ performed public survey da

Key words:  food, consumption, social marketing.
JEL codes: M14; M31; M37

Introduction

The fact that nowadays convenience is the value is
vividly demonstrated by the growing number of one-
stop-shopping places, which typically alongside with
all sorts of goods, e.g. building materials or stationery
items, offer their customers to buy food products (most
often chocolate, chips, cookies, and different fast-foods).
Despite practical considerations and time economy,
which is an important argument for yuppies (i.e. young
urban professionals), at the same time it causes a serious
social and psychological problem — the satisfaction of
immediate needs buying pre-fabricated goods makes
consumers start losing their connection with natural and
traditional food sources. This problem is more common

mited budget and abundant range of food
the national budget austerity has
instead of thinking about long-term

sumption and production sustainability
ta analysis applying chi square method.

community, in which its members themselves, but not

supermarket assortment policy managers, are decision-

PDNHUV RQ WKH VKRSV DVVRUWPHQW 3EX\ WRJt
community supporting local small scale food producers

(usually farmers), thus providing them with larger

VDOHV YROXPH RU B3EX\ GLUHFW"™ FRPPXQLWLHV
such ideas of sustainable consumption can be regarded

positively, yet not always visually appealing and fresh

food products in shops, market pavilions, and farmer’s

FDUW FDQ EH UHJDUGHG DV 3JUHHQ  IURP QXWULW
ZKLFK UHAHFWV WKH FRPSOH[LW\ RI RXU FRQVXP
today. Simplifying this problem, one could suggest that

overall organic farming and industrial food production

can be regarded as two polarities of the same continuity

DPRQJ \RXQJ SHRSOH DV WKH\ GXH WR JJ®R BEDnDardDIRliteR2D1Y I IHFW V
UHVXOWLQJ LQ WDVWH XQL¢(FDWLRQ KDYH BHMmawadays,H \highU Hwudgetw Dappwrate  food

to tempting commercials spread by powerful franchise
coffee shops and restaurants to become one of them —
modern, careless, and dynamically living enjoyers of life
who have nothing to do with such time consuming and
boring activities like regular food shopping and cooking
(peeling, washing, crushing etc.).

However, positive is the fact that young people
dragged into the busy rhythm of life (especially those who
live in cities), despite losing their connection with food
origin, tend to take up the fashion of alternative life style.
Mostoften, the keywordsofsuchlife style are sustainability

manufacturers’ posters seriously affect consumers’
behaviour in any public place (e.g. bus stop, public gym
etc.). As a result, looking at this issue marginally, food
can be bought almost everywhere (e.g. in the building
materials store, car service), and if it is sold everywhere,
then in the modern age it can be effectively produced
from everything. Therefore, the problem with our
next generation is losing a link between food and its
producer, weak understanding of modern farming and
of what it means to be a farmer, and what the farming
conditions are.

KDUPRQ\ ZLWK HFRV\VWHPV DQG 3*ZLVH FKRDuAhy thd KdcbriomicQ Gowth period until 2007,

their expression also in appropriate food consumption.
6XFK OLIHVW\OH SXWV SUHVVXUH
provides elimination of products containing preservatives
from the menu both while shopping and eating out. This
alternative behaviour has found expression in different

WKH VWDWH VLIQL,FDQWO\ VXSSRUWHG /DWYLDQ

RQ 3ZLiNcEntiVes$ R $hé fofndof suBdidieB. Hoday, it is important

WR ¢QG RXW LI FXUUHQWO\ ZKHQ HFRQRPLF JURZW
DQG VWDELOL]JHG /DWYLDQ FRQVXmRdkUV KDYH EHI
farsighted and in circumstances of limited budget and

IRUPV HJ 3JUHVK HDWLQJ" SDUWLFLSRMWAJR® rdnge EMId @rBdudOpurposefully choose

1 Gunta Grinberga-Zalite. Latvia University of Agricu

lture. Tel. +371 63021041; e-mail address: gunta.gr
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2 (YLMD /LHSD (,+6(%$ 8QLYHUVLW\ &ROOHJIHM PPH® DGGUHVV HOLHSD #JPDLO FRP
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Immediate and Long-Term Needs in The Context of Food Consumption
locally grown and produced food, or on the contrary — compliance of the product origin with organically grown
national budget austerity has forced the population to conditions.
behave more short-sighted and satisfy immediate needs Yet, despite the transparent organic products’
instead of thinking about long-term needs of Latvia food production cycle, consumers are not sure if the prices
production and consumption sustainability. of organic products in the shelves of supermarket eco
The hypothesis of the research is: those consumers product department or eco shops really correspond to the
who daily use locally grown and healthy food do not value of these products. The reason for such scepticism
buy meat in supermarkets, choose not the cheapest but roots in society perceptions that have once been distorted
the healthiest vegetables, and do not consume meat by two false beliefs — one of them assumes that organic
prefabricated products. products are exclusive commodities, which always cost
The aim of the paper is to evaluate the role of social high prices, and the other one — everything that is grown
marketing activities implemented in 2007-2012 in or processed in Latvia is anyway natural, and it makes no
LQAXHQFLQJ /DWYLD FXVWRPHUVY IRRG FR@sexmmy\hioRGorksantelpwidicts @nly because they
scope of the research, the authors have set the following DUH ODEHOOHG ZLWK 3/DWYLMDV (NRSURGXNWYV
tasks: Recently, in Latvia food industry several kinds of
1) to analyse food promotion and consumption trends ODEHOV DUH XVHG (DFK RI WKHP FRQ/ UPV W
in Latvia; product's belonging to a products’ group with certain

2) to elicit the values of locally grown food; properties. Apart from the previously mentioned label

3) WR SHUIRUP D SXEOLF VXUYH\ DQG ¢( Q& RWWLMDWKMRBHWRHXWWY" VKRSV RIIHU D ZLGH
consumption habits maintain the balance between ODEHOV + 3/DWYLMDV SURGXNWV" /DWYLDQ
short term and long-term needs in the context of NDURWLWH" *UHHQ VSRRQ 3'DELJV SURGXN)
food consumption in Latvia. product), and many other. Among the mentioned labels,

The study is based on the review of literature and 3=DOD NDURWLWH"  DWWUDFWYV VSHFLDO DWWHQ
publications on food consumption and production WKLY ODEHO FDQ EH IRXQG LQ ZKHQ ODUNH
sustainability problems; secondary data analysis of (institution subordinated to the Ministry of Agriculture
6.'6 UHVHDUFK FHQWUH RUJDQL]JHG Q D Wt tReQR2AUbIN ¥fULatiHa)WwaRa3signed 63 000 EUR for
food consumption habits, and authors’ performed survey Latvian food industry support activities in international
analysis applying chi square method. exhibitions. The envisaged support activities included

collective Latvian food stands’ creation in international

food exhibitions unifying food producers and processors

XQGHU UHOLDEOH ODEHO + 3=DOD NDURWLWH"
the message for consumers: the product contains at

least 75% of inputs of the particular region and meets

VWULFW TXDOLW\ UHTXLUHPHQWYV ZKLFK DU
DSSURSULDWH FHUWL¢{FDWHY $OWKRXJK 3=DO

Discussion and research results

The insights into the history of organic farming give
evidence that organic farming has occurred inthe northern
part the Europe in the beginning of the 20 i century as
the combination of theory and practice integrating a wide

range of alternative agricultural production methods. does not mean that the product is organically grown and
Yet, despite expression of various trends and vitality, SURFHVVHG OLNH 3/DWYLMDV (NRSURGXNWYV’

organic farming in Europe remained underdeveloped for YHU\ SRVLWLYH PHVVDJH #* FRQ:UPV ERWK SU
many years. In order to satisfy European society urgent and the fact that the product and its inputs’ origin is

QHHGV TRU IRRG DQG VHOI VXI¢FLHQF\  LRia YA, 2010)R At e!shine time, it is commonly

20" century, the main task of agriculture was a NQRZQ WKDW 3=DOD NDURWLWH' ODEHOOLQJ S
rapid increase of productivity. Under such conditions, LV H[SHQVLYH DQG EXUHDXFUDWLF ZKLFK VLJQ
RUJDQLF IDUPLQJ ZDV FRQVLGHUHG DV wWQPYBpWIEHARHPRIGWKH SURGXFW WKXV IRU W
disadvantageous. However, in the 60-70s, and especially consumers causing an impression that product labelling is

in the context of environment protection problems, a kind of extortion from sentimental buyers. As a result,

organic farming at last came in the forefront. The Rl WKH HVYWDEOLVKPHQW RI RUJDQLF FHUWL¢FD
newly established associations attracted more and LQ /DWYLD OLNH LQ GR]JHQV RI FRXQWULHV IR
more producers, consumers, and other society groups covered with labels. Along with these label initiatives,

interested in ecology and environmentally friendly style. however, comes the inevitable misappropriation of

7KHVH RUJDQL]DWLRQV JUDGXDOO\ FUH&WiEYe byVIKrbel kbrpSrbtdR €othpaMies, which have
VSHFL,FDWLRQV DQG UHJXODWLRQV IRUDBRRGIHFGNWKY PRWERKRMIDQLF” IRU PDUNHWLQ
(Melece L., 2003). customer manipulation. This is the fact of green washing

Organic products differ from conventional products in the food industry. Large corporate food manufacturers
ZLWK WKH IDFW WKDW WKH ¢(UVW RQHV D lWhhvetié&aRy dtdanid/iiRedy/thal Qdve MudéWdppearance
UHVWULFWLRQV LQ XVH RI SHVWLFLGHYV ob @réiudsUivir ¢simblD amily=2dgatate® ldrhs) \these

in crop production, use of antibiotics in cattle breeding, LQFOXGH HJ 6HHGV RI &KDQJH 0 0 ODUV %R
food additives, processing aids, and other inputs as well (Philip Morris/Kraft), and Sunrise Organic (Kellog). The
DV SURKLELWLRQ WR XVH JHQHWLEFD O O \abBIRdesigns; the RamEB, @Levi Rhe websites give no
Every year food and veterinary services control all the LQGLFDWLRQ RI DQ DI{OLDWLRQ ZLWK WKH X}
DFFUHGLWHG DQG FHUWL¢HG LQVWLW X WadtRnganufattpes th® pieducts.D ) G a deceptive
in case of a positive accreditation, they are awarded and worrisome situation for conscientious consumers
D FRPSOLDQFH FHUWL¢{FDWH IRU RQHwhoHWRDt to 7skipportHom@anies and not corporations
consumers can be sure that the proper organic product :RUOG &KDQJLQJ $ 8VHUNV *XLGH« $C

ODEHO ZKLFK LV 3/DWYLMDV (NRSURG XYM is e voxplexiy oV rbduct information —
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LW LV GLI¢FXOW WR XQGHUVWDQG
$ORQJIJVLGH ZLWK WKH SURJUHVV RI
life complexity increasingly becomes a burden, which

IR U tHe @onBurher lisDgétting\haRrrBusnHntrition for his/her
F L Yucky lahD @iterRa®) theWink Hhetwelri thé producer and
consumer is not lost. Another aspect is strengthening

PDNHV LW GLI¢FXOW DQG FRVWO\ IRU U BXawd @tdnatiny, HEpowidihg R & | small farmers,

which is shopping (Leeb S., 2009). For the illustration of
nowadays increasing life complexity, S. Leeb mentions
WKH FRPSDULVRQ
24 words, the Lord’'s Prayer — 66 words but, e.g.
the USA Government regulation on cabbage sales —
ZRUGV =~ &RQVHTXHQWO\
spend much longer time to detect the differences among
products often using a loupe taken with them to be able
to read microscopic letters of the products’ content and
distinguish many different patriotically sounding slogans
on the product packaging. In the context of the European
Union single market policy and its negative side effects,
Latvian consumers’ feelings are most often affected

E\ SDWULRWLF VORJDEVs sipfdtkoub Mcat
7KH SUREOHP LV WKDW FRQVXP Hitgad§ iP Rhe&/ pihiaky leBuQation establishments are

producers!
and awareness, why they should support directly local
producers, often are primitive and based on false
stereotypes. One of the most successful social campaigns
Rl WKLV NLQG ZDDo RdD Bup libeiga!

initiated in 2012 with the budget of 20 thousand EUR.

7KH LQLWLDO RUJDQL]JHUV RI WKLV FDPS®HIQHAHWN WKBWXYEHOLFDWLRQ RI

local food producers. The objective set by this campaign
was thatin 2014  “do not buy foreign”
of life. Besides, an important supplementing motivator

must become a way

creating or saving workplaces, preserving small shops,
DQG VHFXULQJ IRRG * 6FKHQN

37KH 3\WKDJRUHDQ 7KPRRBWDRFGVWD ECQWILRQDO YDOXH

10 EUR in the supermarket, about 2 EUR remain in the
regional community and 8 leave the area. If someone

VKRS SHU Vspaia<GiD \EURDY Ihlly Wkofh a regional producer, 8 EUR

remain in the regional community and 2 leave the area.
Buying regional products can generate 4 times more the
regional community than buying supra regional. Even, if
regional products would cost twice as much — comparing
the supra-regional products, the regional people would
gain more.

In Latvia, to educate consumers about healthy and
sustainable food systems and their principles, pupils

taught the basics of healthy and sustainable lifestyle
both in biology and sport lessons. In addition, informative
social marketing campaigns on products necessary for

,W ZD\human health have been widely carried out in mass

media during 2009-2012. Social marketing could be

tools to the achievement of socially desirable ends. Social
marketing in contrast to commercial marketing not only
targets individual behaviour change, but also attempts

KDV HPSKDVL]H
DGGLQJ" ,I VRPI

PDUNHWLQJ SUL

Rl WKLV FDPSDLJQ ZDV DWWHPSW WR SUWRH®OMR RNgV¥FWIG\DRURPQG WDUJHW JURXSV RI LQ

buying imported food products for public needs (e.g.
kindergartens, old people’s homes, representative needs
DW VWDWH RUJDQL]DWLRQV HWF
replace imported food with locally grown.

The professor L.Melece, Head of Department of
Quality and Environment Protection, Latvian State
Institute of Agrarian Economics, considers that nowadays
there can be distinguished two directions of food
SURGXFWLRQ
ODUJH VFDOH HQWHUSULVHYV
production) mainly for international and regional (the
EU, the former USSR countries etc.) markets. To ensure
this type of production, companies need to implement
WKH IROORZLQJ PHDVXUHYV
DQG PRGHUQL]DWLRQ
innovation; focus on regional and global markets;
quality (ISO 9000, ISO 22 000) and environmental
(ISO 14001, EMAS) control systems; use of food quality
brands. The second direction for further development
of the food sector is food production on farms, small
and micro-scale enterprises that comply with principles
of sustainable and environmentally friendly food chain
and produce value-added food products mainly for the
local market.

The main conditions for such food production are
local and artisan (individually) produced food, including
organic; organic food and market development; local
Food~ PRYHPHQW YROXQWDU\
grown and sold locally skips many steps of processing,
packaging, and transporting, sparing the environment
and eliminating the dependency on suppliers far removed
IURP WKH UHJLRQ &RQVHTXHQWO\
fresher, which makes it taste better and ensures that

154

LQFUHDVH RI

legislative bodies, government departments, and non-

SUR¢{¢W RUJDQL]DWLRQV ZKR KDYH WKH SRZHU WR H

W Kattitude thiatvhelps t8 fratect pedp@’s Medlthisistainable

wellbeing and quality of life. These advertising campaigns
were implemented on the EU money with the co-

¢cQDQFLQJ RI WKH OLQLVWU\ RI $JULFXOWXUH RI W|

Latvia. The total costs of these advertising projects were
approximately 750 thousand EUR. The main activities

7KH ¢UVW LV IRRG SURG XénVishge® by @is ptofe@ Wiéte BAyadtising campaigns
LQ G XV WU Lob DL ihimin@R TY viev@rs akbdut;nedessi\ib consume

fresh vegetables, fruit, milk products, and honey.

As the response to public dissatisfaction with the

product prices and assortment in Latvia, the largest food

L QG XV WU L D OethiD stoteR Qtely-dré€h \aeiGateChBalthly Rading issues.
F RriPtBeHbAGiNINg Yo ZDH2Y the PeQulds of public survey
conducted by Rimi Latvia and SKDS research centre

revealed that consumers’ food choice in 92% of cases
is affected by its price. Only 29% of respondents have
admitted that it is important for them that the products
are organic, and for 42% of respondents it is important
that the products are of Latvia origin. The research also

UHYHDOHG D VXUSULVLQJ IDFW = QRZDGD\V

in general consume healthier food than rural residents
Rl /DWYLD GR &LWL]JHQV RI 5LJD
to buy diverse and seasonal products, such as fruit,
berries, vegetables and cereals, whereas rural population

FLWL

KDYH PRUH RSS

FRQVXPHV PRUH EUHDG ARXU SURGXFWV DQG PHD\
IRRG PDUNHWY DQG GLVWULEXWLRS&owF X Ghripabdseaswite Xrddust Buppgly is less diverse and the

TXDOLW\ motivtidrP ta \cultiv@tk lthé greens even only for non-
GHVFULSWLRQ EULQJV WKH MXVWL¢{FDWLRRPRHIRFFRAG® OVKOWS RYVHERWKRIWHQ ORZ

A similar pattern was found in the period of economic
crisis escalation in 2008-2009, when one of the ways,
how some local municipalities helped the local needy and

O R F D @nénpléyeRpdpuledidhmRva@sX & tenlpsitch assignment for

vegetable cultivation. Unfortunately, needy population
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Is your daily food healthy?

ra:her no 1% 190
than yes ayes
36% | II O rath th
«----||||III||||||||| rather yes than no
77777 ' 7 O rather no than yes
[ |
rather yes QK
than no
51%

Source: authors’ survey, 2012

Fig. 1. Customers’ evaluation of their food health degree
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Source: authors’ survey, 2012
Fig. 2. Fresh meat purchasing frequency
perceived this initiative as an insult, wishing to receive WKDW UHVSRQGHQWY DQVZHUHG DIiUPD)
humanitarian aid food packages instead. Such attitude 132 respondents chose the answer ,rather yes than
suggests that, due to worsening of economic situation, QR ZKHUHDV UHVSRQGHQWY FKRVH WKH DQ
WKH SRSXODWLRQ VDFUL¢{FH IRRG FRQWQQR SWHRQ@ W»RQJDMHUPWKUHH SHUVRQV DQVZH
needs to satisfaction of immediate needs. negative. In general, this leads to the conclusion
,Q RUGHU WR QG RXW WKH UHFHQWthaR B336 BfRtQeV wespBntidnt? CGare inclined to think
habits, the authors conducted an internet-based that their daily food is healthy, whereas 37% of the
survey, in which 259 respondents were questioned respondents consider that the food they consume is not
electronically. The respondents’ age distribution healthy. The obtained data were aggregated for further
was as follows: 35 year old and older respondents use in chi square calculations.
accounted for 8.5%, the respondents in the age The data aggregated in Figure 2 indicate that
group 18-35 constituted 13.5%, and 19-34 year old all groups of consumers most often buy fresh meat
respondents accordingly represented 78% of the from supermarkets, also those consumers who try
sample. The gender breakdown was as follows: not to use prefabricated meat products still choose
64% were female, while 36% - men. The survey the easiest method of shopping, not especially
contained 10 questions about respondents’ shopping considering what producers’ meat they buy.
habits for meat and vegetables and their consumption. The vegetable consumption habits, revealed in
On the question, whether respondents evaluate Figure 3, show that from those consumers who
their daily consumed food as healthy, Figure 1 reveals try to follow a healthy lifestyle almost as many
Economic Science for Rural Development No. 32, 2013 155
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Satisfaction of

Immediate and Long-Term Needs in The Context of Food Consumption
60.00
50.00 W the cheapest
40.00 ™ home-grown or from
well known farmers
X 30.00 - . .
O grown in Latvia
20.00
O grown in a certified
10.00 1 organic farm
0.00 - — ——
every day several seldom
times a
week

Source: authors’ survey, 2012

Fig. 3. Choice of vegetables for daily consumption

Table 1
Aggregated respondents’ answers on the survey questions
Healthy eating Choose the cheapest Very often consume Buy meat at the
. ) Total
habits vegetables prefabricated meat products supermarket

yes 49 103 86 164

no 46 89 59 95

95 192 145 259

Source: authors’ survey data, 2012

respondents buy the cheapest vegetables as those
who try to buy not the cheapest but locally grown
vegetables.

Basing on the survey results, the authors applied

method to either approve or deny the previously
formulated hypothesis — those consumers who daily
use locally grown and healthy food do not buy meat
in supermarkets, choose not the cheapest but the
healthiest vegetables and do not consume meat
prefabricated products (sausages, pates, smoked
products etc.).

The authors aggregated respondents’ answers on the
survey questions and displayed them in Table 1.

Unfortunately, the calculations obtained using the
chi square method indicated that the empirical
is 1.679093, whereas theoretical
which suggests that there are no differences in eating
habits among those consumers who consider that their
consumed food is healthy and that they support local
food producers and those consumers to whom these
issues are not essential.

Conclusions, proposals,

recommendations

1. In nowadays, in the rich range of food labelling,
consumers often get confused, because similar
label logo colours and symbols are misleading.
&RQVHTXHQWO\
the buyers should be consistently educated not only

156

J=

is 5.991465,

about the basics of healthy eating, but also should
be given practical information about food products’
labels used in the food industry.

Despite  costly  advertisements and  sales
promotions, the link between local food producers
and consumers is poor. The participants of local
food system should develop more solid relationships
with their consumers focusing on long-term social
programmes (e.g. offering practice placement for
VWXGHQWY RUJDQL]JLQJ RQ ¢(¢HOG
families with children, cooperating with schools in

WRXUV WR

RUJDQL]DWLRQ RI WKHPDWLF ZRUNVKRSV HWF

In future, social campaigns should concentrate on

the overall long-term needs of the society, which are

strengthening of local economy, providing survival

for small farmers, creating or saving workplaces,
preserving small shops, and securing food. Small
farmers are those who still maintain Latvia rural

landscape diversity with its uniqueness. Therefore,
in the long-term, it is not only small farmers’

concern to maintain Latvia regional diversity, but
also all Latvia consumers’ concern, as more and
more often people are looking for possibilities
how to spend their weekends thoughtfully and eat
healthy.

The value added tax on food products should be
reduced to allow not only the wealthier, but also

LQ WKH VRFLDO PDUNHANLsQcial backgeoDrid3d Qp¥ople to purchase such

food products that are healthy and enable them to
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support local food producers, which overall would 6. Melece, L. (2012). Local Food Systems and
strengthen remote regional communities, which Sustainability of Agriculture and Rural Areas. The
lately are in worse social and economic situation SUHVHQWDWLRQ LQ WKH %(5$6 , QWHUQDWLR
than urban population. AODUNHWLQJ DQG ,QYHVWPHQW LQ 2UJDQLF

Jurmala, Latvia, 22 March 2012.
7. Donovan, R., Henley, N. (2010). Principles and
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Abstract.

FRPSRVLWLRQ XVH RI

The paper attempts to identify activities undertaken with respect to the
marketing innovations by companies operating in the milk processing (dairy
on the dairy product market necessitate innovative actions aimed to ensure
operating in the milk processing industry. The results presented in the

the innovative nature of the Polish economy with special emphasis on foo
observed changes in the dairy product production and consumption structure in the
of the dairy products (yoghurts, milk beverages, and cheeses) grows in par
base product (milk, cream, and spreads). In response to the market needs,
and marketing activities. Innovative activities in the yoghurt segment
DGGLWLYHV FRQVLVWHQF\
packaging patterns, and concentration on distinguishing the products in advertisin

1 PhD, Engineer
ces, Warsaw University of Life Sciences

introduction of product and
) sector in Poland. Dynamic changes
competitive advantage of companies
paper are a part of the research devoted to
d companies (dairy sector). The author has
period 2000-2011. The importance
allel with the declining popularity of the
producers offer innovative product lines
are aimed to introduce changes in the product
DQGLHESERVHRAHRIKRYMA UP E G XYREDQW LYRDQU R |
g campaigns by emphasising health

DVSHFWV DQG WDUJHWLQJ WKHP DW VSHFL¢F FXVWRPHU UHFQOIOHQMW JSIRRXYSL\G H7 IDH VURIW K & W

overview of the product and marketing innovations in the yoghurt segment
companies operating in the milk processing sector to foster further development

segment of the dairy product market.
Key words:

JEL code: 031, Q13

Introduction

Poland is regarded as one of the major milk producers
in the European Union, while the milk processing
industry is one of the key sectors of Polish agriculture.
The value of milk produced in Poland is estimated at ca.
PLN 3.5 billion EUR annually (Information Bulletin of
the Ministry of Agriculture and Rural Development
No. 1-2/2010). This sector encompasses both milk
producers and processors. The raw material base
of the dairy industry in Poland rests on individual
suppliers producing over 12 million tons of milk annually
(Jablonska — Urbaniak T., 2010). Despite concentration
process, milk production sector is still considerably
dispersed. Suppliers provide low quantities of
raw material and are dispersed, which has a
disadvantageous effect on the raw material such as
milk. The supplier scale of operation is also important,
while undertaking investment activites — producers
supplying small quantities are less inclined to make

LQYHVWPHQWYV 7KLV KDV LQAXHQFH
involving high investment expenditures to improve
milk quality. Since the introduction of the milk

quota system in Poland the number of suppliers has
been decreasing, which proves concentration and
specialisation of milk production. Between 2005 and
2010, the number of suppliers was reduced by nearly
37%, which was accompanied by the simultaneous
growth of milk supplies to dairy plants by 13% (Dairy

Market, 2012). It has to be noted that milk production

potential is larger than its purchasing potential, which

in the years 2010 and 2011 was ca. 9000 million |
p.a. (Purchase and Prices...., 2012). The dairy sector

in Poland and may be used by the
and innovation in the discussed

product innovation, marketing innovation, milk processing, yoghurt marke t.

VWUXFWXUH LV FKLHA\ EDVHG RQ GDLU\ FRRSHUL

plants focus their activity on the domestic market (nearly

90% of sales volume). In 2010, milk was purchased

by 288 dairy cooperatives 200 of which also processed

the purchased raw material. (Jablonska — Urbaniak T.,

2010). In 2011, 196 dairy plants were operated (Milk

Market, 2012). Furthermore, a reduction of the number of

entities buying and processing milk is noticeable. On the

dairy product market, beside the milk processing plants

operating as cooperatives, entities conducting activity

XQGHU WKH &RPPHUFLDO &RPSDQLHV &RGH SOD\ DQ

role. The largest include such brands as DANONE,

Zot, and Bakoma. These companies play an important

role in the product range referred to as dairy products.

The main objective of the paper was to identify and
present a synthetic approach to activities undertaken
with respect to the introduction of product and
marketing innovations by the companies operating
in the milk processing sector in Poland. The detailed
RigectivexferUS@H FLVLRQV
1) SUHVHQWLQJ AXFWXDWLRQV LQ WKH

consumption volumes of selected dairy products in
Poland in the period 2000 — 2011;

2) identifying product and marketing innovations in the
selected yoghurt categories;

3) providing synthetic information with regard to the
product and marketing innovations in the yoghurt
segment in Poland implemented by 2011;

4) identifying entities introducing product and marketing
innovations in the yoghurt segment in Poland.

In the paper, an attempt was made at identifying
activities undertaken with respect to the introduction

SURGX

1 RRUUHVSRQGLQJ DXWKRU ( PDLO DGGUHVV PDULXV]BFKDGU]J\QVNL#VJJZ SO
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Table 1
Dynamics of changes in the production of the selected dairy products (%)
No. Goods 2005 Previous year = 100 2011
2000 2006 (2007 2008 20p9 201p 2011 2000 2005
=100 =100 =100
1 | Margarine and low fat spreads
with the exclusion of liquid
margarine 0.6 99.3 99.9 8.9 106.4 107/4 101.9 1035 114.2
2. Processed liquid milk 1p8.4 100.0 105.0 971.9 1146 101.5 100.4 153. 7| 119.8
2.1. | including: standardised
consumption milk 1p4.4 »4.8 103.0 1012 1144 1035 96. 139.7, 112 3
2.2. | low fat consumption milk 70{3 77.9 176.0 251.f 119.0 1025 92.8 274 .3 | 390.3
3. Standardised cream 1B6.8 110.6 105.6 100.5 794 95.7 94.5 115.2 84 2
4. | Solid milk and cream 114.3 846 1041 986 863 855 119.7 87.6 76.7
5. | Butter 129.0 96.6 105.0 1004 9B.4 97.6 91.7 1232 95.5
6. &KHHVHYVY DQG TXDUN |AKABH VH06.6 |103.8 104.3 102.7 101.9 108.2 158.7 1245
6.1. |including aging rennet
cheeses 161.5 107.7 98.2 110.8 100.7 94.] 106.7 1924 119.2
6.2. |fresh cheese (not aging
and without preservatives),
including rennet cheese and
curd cheese 112.6 102.4 109.0 99.8 103.6 108.9 103(6 1466 130.2
6.3. |processed cheeses (cheese
spreads) other than grated or
powder cheeses 137.6 120.4 1P3.6 96.3 105.8 96.2 94{1 1584  115.2
7. | Yoghurt 136.8 133.2 1147 1Q1.7 117.4 1106 99.7  275/3 201.3
8. &DVHLQ 13.1 104.7 38.1 176.5 1.1 78|3 63.9 2.4 18.0
9. |lIce cream 91.7 1259 37.2 11D.6 98.6 100.4 110.p

6RXUFH DXWKRUfV FDOFXODWLRQV EDVHG RY WILRPRGXFRRIARQLRI ,QGX*86

of product and marketing innovation by the companies
operating in the dairy processing sector on the basis
of the analysis of materials and data from available
publications concerning public statistics: GUS (
6WDWLVWLFRDARR2 ( Afridultural Market Agency
MRIRW ( Ministry of Agriculture and Rural Development
IERIGZ PIB ( Institute of Agricultural and Food
Economics - National Research Institute
Milk Chamber ), and other publicly available secondary
sources. The research tools included an analysis of the
status of explorations with respect to the particular topic
and descriptive analysis. The paper provides a theoretical,
empirical, and general overview.

Changes in the production volume and

consumption of selected dairy products

An analysis of the dynamics of changes in
the production of selected dairy products in the
period 2000 - 2011 shows changes which, on the one
hand, are a result of transformations occurring in
the structure of dairy products and, on the other, are
related to the construction of the competitive advantage
of processing companies on the basis of a change
Rl WKH RIIHUHG SURGXFW UDQJH
same companies on the moulding of the dairy product
consumption structure in the analysed period cannot be
neglected.
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During the analysis of the production changes
occurring in 2005 in comparison with 2000, it is
noticeable that the highest production growth dynamics
was noted in the aging rennet cheeses followed by the
processed cheese, standardised cream, butter, and
processed liquid milk groups. The highest dynamics
was observed in the case of low fat consumption milk,
margarine, and spreads. This group of dairy products
noted a drop in the production level.

The analysis of production changes occurring in
2011 in comparison with 2005 shows that the highest
production growth dynamics was noted in the following
product categories: low fat consumption milk, yoghurts,
fresh cheese, cheese and quarks in general, and liquid
processed milk. Reduced production of products like milk
and cream in solid form, standardised cream, and butter
can also be observed in this period.

A comparison of changes in the production
volume in 2011 and 2000 indicates an increase in the
production volume of such products as yoghurts, low fat
consumption milk, cheeses, and white cheeses. At the
same time, production of solid milk and cream was
reduced. A slight increase of margarine and spreads
PrEgyglign 1gsalpo Rotedyy K H

Observation of the production dynamics of the
main dairy products allows stating that the growth in
production of such products as yoghurts, liquid milk,
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cheeses, and white cheeses is a dynamic process.

Reduction, or an atomic increase, was noted in the
cream, margarine and low fat spreads and butter

regarded as innovative. Until the present moment, the
notion of innovation introduced into economic sciences
by J. A. Schumpeter in the early 20th century, has been

SURGXFWLRQ 7KH FRQGXFWHG DQDO\VHVOVRR @ iesPonseSth @HaRg®sY occurring in various

of a number of experts dealing with the exploration
of changes in the dairy product consumption and
production structure and opinions of dairy sector
practitioners saying that the reduced consumption trend
in the margarine, spreads, butter, and cream sector is
accompanied by the increase in the milk, milk beverages,

yoghurt and cheese consumption 2. However, taking into

account consumption of the dairy products in Poland,
despite its annual increase, its level is still different
from the EU Member State average. As regards milk,
its consumption in Poland constitutes a little above 50%
of the EU average, while the consumption of cheeses
is lower by 1/3 in comparison with the EU average
(Bugala A., 2012).

The analysis of the dynamics and changes in the milk
and dairy product consumption in Poland shows a gradual
increase in the consumption of these goods since 2006.

,W LV DPRQJ RWKHU WKLQJV D UHVXOW RIQ® WHKHODRWN IR GRIQRXRO

reduction of dairy products in comparison with other
food products and of growing consumers’ interest in
high nutritive value and healthy food. According to the

estimates of IERIGZ-PIB ( Institute of Agricultural and
Food Economics - National Research Institute ), in 2011,

the per capita balance sheet milk consumption in Poland,
excluding the milk used for butter production, was ca.
195 I. It shows a 2% increase in comparison with the
preceding year and over 12% growth in comparison with
2005 8. It is anticipated that in the following years, the
growth trends in the dairy product consumption will be

¢HOGV RI EXVLQHVV DFWLYLW\ $V UHJDUGV W
UHODWHG WR WKLV SKHQRPHQRQ GH¢{QLWLRQV S|
32VOR 0ODQXDO” OD\LQJ GRZQ WKH UXOHV IRU FRO
interpreting data concerning innovation developed by
D JURXS RI H[SHUWV IURP WKH 2UJDQL]DWLRQ IRL
&RRSHUDWLRQ DQG 'HYHORSPHQW 2(&' DQG WKH (
6WDWLVWLFDO 21,FH (XURVWDW DUH XVHG LQ WK
manual, innovation is understood as an implementation
of a new materially improved product (a good or service),
process, new marketing methodology, or a new method
of organisation with respect to business practices,
organisation of the place of work or relations with the
H[WHUQDO HQYLURQPHQW $GGLWLRQDOO\ 3QDL
SEURDGHU™ GH¢{¢QLWLRQV DUH GLVWLQJXLVKHG DC
range of novelties is introduced - from the global scale
novelties to the novelties only from the point of view of a
particular company/plant (Matusiak K. B., 2011).
SURGXFW LQQRY
ZDV GH¢{¢QHG DV DQ LPSOHPHQWDWLRQ RI D SU
service which is completely new or whose functional
characteristics or intended uses, which they
are to serve, have been considerably improved.
This encompasses in particular improvements in
technical characteristics, applied components and
materials, software constituting product integral part,
and also improvements facilitating product use, i.e. the
so-called user-friendliness (Matusiak K. B., 2011).

ODUNHWLQJ LQQRYDWLRQ DV GHVFULEHG LQ
0DQXDO ZDV GH¢{QHG DV DQ LPSOHPHQWDWLEF

VXVWDLQHG ,W KDV WR GR ZLWK WKH DWArFPBHWHWLRIWRHHW KRG LQFOXGLQJ VLIQLLFDQ

development of the functional goods production and
increased demand for these product types deriving from

with respect to:
patterns and packaging — e.g. changes in the form

WKH JURZLQJ 3ZHDOWK ™ RI WKH VRFLHW\ ,@"dapeparanessidheproguciwhich do not affectits

butter consumption, one thing has to be emphasised,
namely, that its declining consumption in the EU is
linked with the decrease in the consumption of bread as
a complementary good. In Poland, bread consumption
has also decreased; it appears, however, that butter
consumption is strongly dependent on the price level.
In 2010, in consequence of a considerable growth of
butter prices also in relation to other edible fats being its
substitutes, its per capita consumption dropped to 4.4 kg
(i.e. a decrease of over 6% in comparison with 2009). It
is estimated that in 2011, as a result of a relatively high
level of retail prices of butter, its per capita consumption
was reduced to 4.1 kg. It is anticipated that in 2012,
as the butter prices continue their atomic growth, the
decreasing trend in butter consumption will prevail (Milk
&RQVXPSWLRQ« OLON ODUNHW

Product and marketing innovation in the
selected yoghurt product categories

technical and functional parameters or such changes

of packaging of products like food, beverages,

cleaning agents, cosmetics where packaging

EHFRPHVY WKH NH\ HOHPHQW RI WKHLU 3DSSHDUI
aim of these changes is to make the product more

attractive to the potential buyers;

product and service sale methodology — these

changes include most importantly new sale

channels, with the exclusion of logistical methods

VXFK DV ¢UVW WLPH LQWURGXFWLRQ RI WKH
system, direct sale or granting product licence, and

application of new concepts of product presentation

(e.g. sale of furniture in the specially arranged

according to topics rooms);

product and services’ promotion and advertisements,

e.g. the so-called product placement, i.e. showing

WKH FRPSDQ\ SURGXFWV DV SURSV LQ (OPV
programmes; the so-called branding or introducing

an entirely new symbol, or brand, to win a new

market or giving a new image to the product;

$ JHQHUDO GH¢{QLWLRQ RI LQQRYDWLRBEWBLQUQJIWR?}IDFH XVHG LQ DGYHUWLVLQJ |

phenomenon that is intrinsically related to the notion
of change, novelty, reform, or an idea perceived anew.
Various facts, processes, or phenomena of technical,
organisational, social, and psychological nature are

2 Opinions of experts and practitioners obtained during personal interviews,

announcements, and press releases.

3 In 2005, the historically lowest milk consumption level was noted in

160

DQG RSLQLRQV RI FHOHEULWLHY PDLQO\ (OP
introducing a personalised information system, e.g.

through the use of loyalty cards to harmonise product

presentation with the individual customer needs;

literature studies, analysis of articles,
Poland.
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methods (strategies) for determining product and

VHUYLFH SULFHV HJ ¢UVW WLPH

method of differentiating product and service prices
depending on the demand (if the demand is low, the
price is also low).

Marketing innovation may concern both new and
old (previously implemented) products of a particular
company. It may be developed by the surveyed company
or just adapted by it to its actual needs, or invented by
another company or institution. The purpose of marketing
innovation is to better satisfy customer needs, open new
markets, or change the position of the products of a
particular company on the current market in an attempt
to increase the value of the sold production. For a change
of the marketing methods to be regarded as a marketing
innovation, it must be a part of a new marketing strategy
of a particular company - a strategy that is materially
different from the marketing concept and strategies
applied by the company so far. It is a characteristic
feature of marketing innovation distinguishing it from
other changes in marketing instruments applied by a
particular company (Matusiak K. B., 2011).

Taking into account changes in the production
structure and consumption of dairy products, an
emphasis needs to be put on the fact that the innovative
activity is focused on these groups of products that
achieve the highest production and consumption growth

breakfast yoghurts, and hybrids of the main categories.
TeWaghRu@ Xerkeétl iR QolaRd h&s been dominated by
two international producers, i.e. Danone with 40%
market share and Zott, the owner of the Jogobella
brand, whose share is estimated at 20%. The third major
yoghurt producer is a Polish capital company - Bakoma.
Despite domination of the previously mentioned
three producers, the number of companies interested
in participation in this attractive yoghurt market is
growing. It has to be mentioned that in 2010, Polmlek
noted a 10% growth of yoghurt and milk deserts sale.
This company has introduced the so-called functional
yoghurts 4, which were quite popular with consumers.
Furthermore, the supply of yoghurts without sugar and

IDW FRQWHQW LV DOVR LQFUHDVLQJ

Group has introduced low fat (weight control) products.
Their sale in 2010 (as it is the case with Polmlek) has
LQFUHDVHG E\ FD 5DG]LHZLF] -
It is anticipated that fermented beverages, especially
drinking yoghurts, are the most promising areas where
innovation should be implemented. One of the inventions
is introduction of probiotics as one of the ingredients.
Unquestionable leaders in this area are Danone and
Zott with such brands as Actimel and Activia. The native
dairy sector also offers innovative products in this

7KH 00

FDWHJRU\ 6SROG]LHOQLD OOHF]DMI&kpoD 60 0OF

Dairy Plant) has the following brands in its offer: Milko,

indicators. The greatest number of innovative activities

can be observed in such dairy categories as liquid milk, OOHF]DUVND (Jbg® Lodz Dairy Plant)  Jogo — the

*. OOHNRYLWD #* -RJXUW\ 3ROVNLH /RG]ND 6

milk beverages, white cheeses, and most importantly -R *R SURGXFW OLQH 2NUHJRZD 6SROG]JLHOQ!
yoghurts. (OSM) Krasnystaw  (Krasnystaw Regional Dairy Plant) -

Producers of dairy products have introduced &DOSUR \RJKXUWYV 26(Bosdad Redo@al Dairy
completely new groups and product lines deriving from Plantf + WKH )UH] EUDQG D QQWwas RegdnaW

changes in product composition and various types of
improvements from the point of view of their usefulness
as well as intended use and functional characteristics
of the products. These changes also concerned
packaging - both patterns/shapes and offer of the product
in varied base weights and capacities. Additionally,
various advertising and promotional campaigns
concerning individual product groups intended for the

Dairy Plant) — Milk — probiotic yoghurts. Additionally,
Mlekovita and Bakoma developed innovative products
enriched with B and D group vitamins and calcium for
young consumers (children). In addition, anti-cholesterol
products have appeared on the market such as Benecol
RU 'DQDFRO 5DG]LHZLF] -

As far as the innovative activities in the natural
yoghurt segment are concerned, the producers have

VSHFL¢(¢F VHOHFWHG PDUNHW VHJPHQW YocugetiFoK thD vhartgEdi® tBeJddi@position of the base

and youth, active people who are concerned with their
health, active men, and weight-watching women were
launched. There were also major changes concerning the
use of sales channels, e.g. expanded cooperation with
large-format stores. Furthermore, it has to be pointed
out that certain products are specially dedicated to the

product. On a marketing level, emphasis was put on
the message intended for a potential consumer focusing
on health properties of the product (probiotic bacteria

UHVWRULQJ WKH LQWHVWLQH ARUD EHQH¢FLD

increased immunity) and application of varied modern
packaging. It is worth noting that natural yoghurts have

QHHGV RI VSHFL¢F FKDLQ VWRUHV VXFK Bustitileti@tity &ayidandckebint H

special basic weight of the Jogobella products is applied,

The product range in this segment is continually

RU FUHDP E\ 2NUHJRZD 6SROG]LHOQLD CeoridifefivithvidholuBidl. This concerns functioning of

in Piatnica (Piatnica Regional Dairy Plant) , Or a range

the natural yoghurt with or without sugar on the market,

RI %LHGURQND EUDQG SURGXFWYV SUR G XhighGarEbe &R Wit flspbOnQdr i a drinkable form,

OOHF]DUVND 60 0 QwitkoRitd DslhpPlant)
The largest number of innovative activities
was undertaken in the yoghurt product and liquid
consumption milk groups. Unquestionably, it had to
do with the adaptation of the product structure to the
changing needs of the consumers. In the yoghurt group,
other categories can be distinguished such as drinking
yoghurts, natural yoghurts, fruit yoghurts, creamy and

4 Functional products are products which due to application of food additives hav
organism in comparison with their traditional counterparts (Gorski J., 20
products that in addition to their basic task, i.e. nutrition, have other psych

with an addition of crop grains or in the so-called light

YHUVLRQ BURGXFWYVY PDUNHG ZLWK WKH

products from ecological farms. The leaders in this area
are Danone and Zott. Among the Polish producers, worth
mentioning are such companies as Bakoma, Bacha, SM

Mlekpol (Mlekpol Dairy Plant) and LSM Jogo (Jogo Lodz
Dairy Plant) , OSM Krasnystaw (Krasnystaw Regional
Dairy Plant) , OSM Nowy Dwor Gdanski (Nowy Dwor

12). Functional food meaning such food
ological or physiological effect on

KXPDQ RUJDQLVP 6RFKD - 6WRODUF]\N $
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Gdanski Dairy Plant) and SSM Jana (Jana Dairy Plant)

The innovative activities in this product group focus on
such elements as being made of natural ingredients and
application of modern packaging, health features and

FRQYHQLHQFH RI XVH DQG FRQVXPSWLR®LVEBPIF]LHZLEHWNHU RIIHUV =D]JLNL

2012).
Yoghurts with fruits are one of the leading dairy
categories. Zott's Jogobella line has a considerable share

Group.

into the basic composition of the product were initiated
already in 1990s. Additionally, marketing activities
concerning introduction of new packaging were initiated
with respect to both shapes (pots, buckets, bottles),
base product weight and advertising spots informing of

Through the introduction of yoghurts with extra large
fruit pieces, Zott built a strong market position. Danone
is also placed among market leaders with its offer of
yoghurts with fruits at the bottom of the pot and the Ale

2 Z R F(What Fruit!)  brand as well as Bakoma offering the

while Mlekpol offers Augustowski yoghurt in coffee
ADYRXU

A new category in this segment are spicy yoghurts,
which can be used as additions to meat and vegetable

FUHDP\ \RJK

fresh cucumber and garlic, while Zott and Mevgal have

LOQWURGXFHG 7]DW]LNL 5DG]JLHZLF] -
Among product categories referred to as breakfast

LQ WKLV VHIPHQW GXH WR LWV YDULHG A/DgrRt, UnviovatiReVattivilieg HagRowed @cused on a

IROORZHG E\ 'DQRQH %DNRPD DQG 0OdiangeYok theDbase piddudt,D.€ mainly additions, base

weight and package shape.

&KDQJHV FRQFHUQLQJ LQWURGXFWLRQ Rhe $latkdt ¥ thBske prddutiyvcan be divided into

three categories: fruit yoghurts; natural yoghurts with

grains; yoghurts in packaging with an additional container

IRU FRUQADNHV FUXQFKLHV RU PXVOL
Danone, which is perceived as the largest producer

in this segment, offers novelty natural yoghurts with

WKH ADYRXU DQG KHDOWK EHQH/;WV UHQDWHG WRR KXXKIW G ZRBXFW WRSSHU L H ZKHDW EUD

FRUQADNHV RU FRUQ EDOOV LQ J

J FRQW,

and Fantasia line yoghurts with an addition of
FKRFRODWH ADNHV PLON FKRFRODWH RU FKRF

Zakrecony Mix  (Twisted Mix)

LOQWHQGHG IRU

LQ YDQLOOD ADYRXU LV
FKLOGUHQ ZLWK QXPEHU ¢JXUHV

Polskie Smaki (Polish Flavours) product line. corn covered with chocolate. The health products

Yoghurts with fruits are but one of the leading
dairy categories. In the period from February 2009 to
January 2010, the quantitative share of products that
can be eaten with a spoon was 72.5%, while the value
share was at the level of 72.7 million (Gorska J., 2011).

A novelty introduced to the market by the producers
is a range of the so-called bio products, which are made
of the milk of cows from ecological farms; these products
contain pieces of fruit also produced by ecological farms.
Olma, EkoLukta, and Granarolo offer such products.

In addition to the bio products, novelties gaining in
popularity are fruit yoghurts from goat milk supplied
by Agro Danmis. The LSM Jogo
offers Jogo Max 0% fat products to its consumers.
Undeniably, in the probiotic product range, Danone with
its Activia occupies the leading position. The new trends

(Jogo Lodz Dairy Plant)

offered by the company include Activia with musli and

$FWLYLD OL[ ZLWK DQ DGGLWLRQ Rl ADNHV GULHC

plum, and cranberry. Additionally, the Activia product
line is distinguished on the market with a special
packaging - the shape and style of the bottles attracts
attention of consumers.

Bakoma has introduced a wide range of fruit yoghurts

WR PDUNHW VXFK DNCrops)E i]varied weights

of 150 g, 170 g, and 270 g. This category includes a
composition of various crops such as wheat, barley,

U\H RDW ULFH EXFNZKHDW PLOOHW LQ GLIIHUH!

novelty is introduction of the 7 crops yoghurts in drinking
version.

=RWW RIIHUV -RJRE H(@dQdbella §ERdps).
0+O0HU DQG OOHNRYLWD &DSLWDO *URXS RIIHU

yoghurts with fruits and in various musli combinations.

in this segment include yoghurts with the fruit mousse - The Polmlek Group delivers drinking yoghurts with
D PL[IWXUH RI ADNHV DQG GULHG IUXLW Vx®H@insaddlaQ addito & Ddldgend While Okregowa

FRQWDLQHU DQG WKH ¢UVW \RJKXUW IR&SREQ]LHOKR]ID 06I@H F ] D{LbWikzDRedioRal Miiry

(7 CropsMen) RIIHUHG E\ %DNRPD 5DG]LHZLHMlant) offers yoghurt with honey and crop grains

In the group of creamy yoghurts, the innovative
activities are aimed at changing the composition of the

5DG]LHZLF] -
Taking into account all the materials of which the

EDVLF SURGXFW ADYRXUV DQG DGGLWLY Hacka@ng G Inady, Blasfich Dahti@tes the market. A

Danone has the largest product range in this
segment; it supplies, among other things, such products

DV .UHPRZ\ %LV]NRGr#aRY \Sponge Finger)
(Creamy Wafer) yoghurts

and Kremowy Wafelkowy
and a broad range of Fantasia yoghurts available in

novelty in this area is the so-called biodegradable plastic
developed by the researchers from Malaysia during the
International Invention, Innovation and Technology
Exhibition (ITEX) organised in Kuala Lumpur in 2009. A
biodegradable variety of plastic is made of fruit waste

WKH PDLQ ADYRXU OLQHV L H IUXLW)\ D(@dBar KHnF RrabDtavi-or Be@i@edak] The fruit plastic

VHDVRQ OLQHV 2*/HWQLH 6PDNL’

A=LPRZH 6PDNL" :LQWHU )ODYRXUV

yoghurts with fruits at the bottom of the pot in various
ADYRXUV

Another important producer on the creamy yoghurt
market is Muller - a German company offering Jogurty
Mix (Yoghurt Mix)

Bakoma offers a wide range of

6 XP P HId 10% Bhedper UnvVcompapisen with traditional plastics,
' D QtR @zgtade®© VeRterR i Hdtvtal environment, and its

durability is estimated at up to do 2 years in the optimum
conditions, if it is not in contact with soil or water
%LRSODVWLF«
the Norwegian company - Time Tempa testing innovative
labels that identify durability (shelf life) of the products.

WKH .UHPRZ\ &UHDP\ EUDQG SURGXFWNMe labeKd ek tothe\Watkaging and accompanies the
VXSSOLHV &UHPHVVH \RJKXUW GHVVHUW Yrodugt féob SteretHoide @iRtoPh@ Goint of distribution.
7LUDPLVX ADYRXUV 260 6DQRN 6DQRN Db¢ltbLdR&@ixa reBeclidns, it provides information on

Plant) supplies creamy yoghurts from Arabella line,
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Conclusion

Furthermore, the purpose of the paper was to identify
and present in a synthetic manner actions undertaken
with respect to introduction of product and marketing

innovations by the dairy sector companies in Poland.

The conducted analyses allow formulating the following
conclusions.

Economic Science for Rural Development
ISSN 1691-3078

&KDQJHV LQ WKH GDLU\

FRQVXPSWLRQ YROXPHV KDYH VLIJQL,;FDQWDFFWRXB® HMKRWR FDOOHG

Large international groups together with big dairy
plants with Polish capital dominate the innovative
dairy product offer. This fact, among other things
is a result of high capital consumption of innovative
activities, which is not only linked with the product
as such but also with marketing. It is generally
acknowledged that the innovative nature of the
entire dairy industry in Poland is on a low level. In
discussions, experts point out that the main barrier is
ODFN RI ¢QDQFLDO UHVRXUFHV
of the dairy plants - this particularly concerns small
DQG PHGLXP VLIHG FRPSDQLHYV
that innovative activity should focus on the question
of cost lowering, improved quality of health aspects
of the products.
Innovative activities concerning innovative dairy
products such as yoghurts focus mainly on the
changes of composition of the basic product and
use of additives. It can be said that the dairy
products’ enhancement is one of the best developed
areas of innovation in the food industry. American
researchers who observed this phenomenon in the
1930s of the last century, jointly declared that milk
and its products are perfect media for this purpose.
The changes also concern the form in which the
product is marketed. There are distinguished
yoghurts eaten with a spoon and drinking yoghurts.
Additions include pieces of fruits, musli, crop
JUDLQV FRUQADNHYV
concerns introduction of health components such
as: probiotics, vitamins, antioxidants, sterols, and
omega - 3 acids. There is a wide range of products
including additions stimulating immunity, digestive
and weight-watching processes, or having an anti-
cholesterol effect (e.g. Benecol yoghurts).
The innovative activities also consist in the
development of new product categories, which are
hybrids of its own kind. A good example of it can be
a line of drinking yoghurts with an addition of fruits,
priobiotic bacteria, and omega — 3 acids marketed
E\ WKH OOHNRYLWD &DSLWDO
products with an addition of aloes, cranberry, and
pomegranate and lychee with limette. Mlekpol offers
the Milko drinking yoghurt lines with an addition of

concerns organisation of advertising campaigns,
market segmentation (e.g. drinking yoghurts
are intended for active consumers from large
agglomerations, women), container patters and
VKDSHVY WKH VW\OH RI $FWLYLD RU -R *R 6C
that occur at the intersection of a product and a
marketing innovation concern the base weight of the

SURGXFW S UR@Rkerdvaralqts. Dl @ompanies also offer large

IDPLO\ VL]H T
IXQFWLRQDO VL]HV WDNLQJ LQWR DFFRXQ'
aspect (possibility to consume them during a trip,

excursion, or at work). It can be observed that

availability of varied packaging results into increased

demand for the product.

In pursuit of obtaining the largest possible income,

companies combine the exposition of unique product

features with considerable resources allocated to

marketing. This obviously concerns activities of large

DQG PHQWdnpdnls\ drd Groups! 6\cBripdnies (Mlekovita,

Mlekpol, Polmlek Group, Krasnystaw Dairy Plant, and

W LV RIWdtHrsh BRafl& Ynbrkdd farticipants have to target

7.

DQG FKRFRODWH

*URXS

regional and local markets.

Based on the performed analyses and market
observations, it can be concluded that companies
operating in the milk processing sector will continue
to introduce innovative products focusing on the
changes of the base product ingredients and
application of additives in one of the products.
Particular attention will be focused on health aspects
and effects. It is evident that communication
with customers, observing their new needs, and
responding to them by developing products satisfying
these needs gain in importance.

Market observations allow to conclude that
companies should direct their innovative activities
towards products with the lowest amount of
preservatives and additives possible, such additives
bgn(a I?)(er(a}o/eld 339 trB (%(yngijmers as unhealthy.
With regard to packaging, companies should
focus on the application of environment-friendly
packaging, especially the one made from
biodegradable materials.

The scale of company’s operation is a limitation to the
individualised consumer approach. Large companies
tend to focus on increasing the production volume
DQG WR EH OHVV AH[LEOH LQ TXLFN DGDS
changing market as the process involves high costs
of technological lines, personnel, etc. Therefore,
I?E&H.\H ﬁ [:Ld%p HHQWLWLHV FDSPEOH RI TXLFN
changing market needs are more likely to emerge in
this market segment.

SURELRWLF EDFWHULD DQG & YLWDPL@ibliBgraphy -

Development of an innovative product without
informing consumers of its existence does not bring
the desired effect in the form of measurable sales
revenues. It seems necessary to inform potential
buyers of the existence of the product, its unique
features in all aspects with special emphasis of the
health aspects. Beside information, communication
with the consumer is also required, as it provides
companies with product feedback on the functional
aspect of their products. Marketing innovation
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Abstract . The aim of this paper was to determine the level of awareness of consumers in terms of welfare of

farm animals during long-distance transportation, and to examine the e xpectations of consumers in this regard. The

UHVHDUFK LQFOXGHY D VXUYH\ 7KH VDPSOH FRQVAWMWG &G ROV XPUHLDYGIRRE\ MHRZLHFNLH S
The research results indicate that the price was one of the main cr iteria determining the selection of meat and meat

products. It was found that Polish consumers did not pay attention to the conditions or level of welfare of farm animals

during long-term transportation when making decisions with regard to the pu

rchase of meat.

Key words:  consumer, willingness to pay, animal welfare, transport, campaign.

JEL code: Q110

Introduction
Decisions of consumers when purchasing products

62% broilers on the market were bred in accordance with
WKH LPSURYHG ZHOIDUH V\VWHP

Rl DQLPDO RULJLQ GHSHQG RQ PDQ\ IDFWRBFRW,2&12).VLIQL;FDQW

aspects include the price, origin, brand, trademarks and,
of course, the quality attributes such as taste, colour,
smell etc. Numerous research projects also indicate
that the interest of consumers — particularly those of
the Western Europe — in safety of food, including the
production technology, is growing. Therefore, the ethical
aspect of use of animals for production of food is becoming

Nevertheless, demand for products obtained from
animals bred on the improved welfare conditions is
still limited. In many countries of the Eastern Europe,
consumers have no access to such products or this access
is very limited. Another barrier is caused by the lack of
knowledge on the breeding methods and the resulting
level of welfare of animals. The situation is worsened

VLIQL{FDQW &RQVXPHUV GHFODUH WKHLY the lack of infounatian gopcernibathe ripintenance

animals, that is, the conditions of breeding, feeding, and
taking care of animals on farms, during transportation
and slaughter. The results of research conducted by The
European Food Safety Authority in 2010 show that 64%
of European consumers are concerned with farm animal
welfare. According to a 10-point scale, the respondents
assigned to it the average score of 7.8 (Special
Eurobarometer 354, 2010). In 2005, interest in animal
welfare in the context of its impact on food safety was
reported by only 60% consumers. Differences in the level
of consumer interest in the issue have been presented in
Figure 1 (Special Eurobarometer, 2010).

Most consumers having concerned with the issue of
welfare were recorded in Luxemburg (81%), Portugal,
Denmark (76%) and ltaly (75%), and the least — in
Romania (49%), Bulgaria (48%), and Hungary (44%).
The dataindicate that in countries, which became Member
States of the European Union after 2004, a lesser number

system on the product labels. An exception in this regard
is the case of consumer eggs, marked with a numerical
code from 0 to 3, specifying the system of breeding of

layinghens 2 ,Q DGGLWLRQ FRQVXPHUV DUH IDFLQJ

barrier, since the prices of animal products obtained
from animals bred on these improved conditions are
much higher in comparison with the prices of products
obtained from animals bred in the conventional systems
(Gebska M., 2012; Gebska M., Malak-Rawlikowska A.,
2012; Majewski E. et al, 2012). Raising of welfare
standards results in additional costs throughout
the entire food chain, and the chain participants
should be able to regain these from the market. In
order for this to be possible, the consumers must
be aware of this fact and ready to bear the additional
costs.

However, many data indicate that consumers are
rather unwilling to cover the additional costs, resulting

Rl FRQVXPHUV SHUFHLYHG WKLV SUREOHmempte ympyayemeptp ¢f vanimah welfare, although
HOHYHQ OHPEHU 6WDWHV RI WKH 3ROG" (theyRisadarsgughgrealigesswiMagolitano et al,, 2008;

level of concern has increased since 2005, particularly,
in Finland (66%; +18), Lithuania (58%; +16), and
Luxembourg (81%; +15) (Special Eurobarometer 354,
2010).

According to the research results, the increasing
number of consumers is taking into account the aspect
of animal welfare in their purchase decisions. In Great

%ULWDLQ RlI FRQVXPHUV GHFODUH

Schréder, McEachern, 2004; Tawse, 2010). Their
willingness to pay a higher price depends on the
economic situation and level of awareness of the
FRQVXPHUV 1DGDO % &DPHURQ 7
is consumer income and awareness of animal welfare,
the higher is their willingness to pay for products coming
from animals bred on improved welfare conditions.

WK & resulh onpsh \opnsupers purchase such products

3SRIWHQ ~ SXUFKDVH HJJV IURP KHQV VXEXeH FrvelyG onwtiey ude pnot. @uchase them at all

on free range. In France, in the year 2006, more than

(Webster A., 2001), and only 10% (Schréder M.,

NQRZQ DV

1 8aRUUHVSRQGLQJ DXWKRU 7HO Mofka LgBbIRa@Edd\W. M V
2 Eggs bearing number 0 — organic, 1 — free range, 2 —barn , 3 — caged
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LU 81% ES 63%
PT 76% PL 59%
DK 76% NL 59%
Map Legend

IT  75% & - 100% BE 58%
SE 74% gy LT 58%
UK 67% L cz 57%
DE 66% MT 57%
CY 66% AT 56%
FI 66% EE 56%
SI 65% IE 55%
FR 65% SK 52%
EL 64% LV  52%
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6RXUFH 6SHFLDO (XUREDURPHWHU

Fig. 1. The share of European consumers “concerned” with the welfare of farm animals
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Fig. 2. Share of consumers convinced of the existence of legislation regulating
the welfare of farm animals during transportation

McEachern M., 2004) are actively searching for slaughter. The only available data in this regard come
information in this regard prior to the purchase. from the research project, ordered by the Directorate
&RQVXPHU DZDUHQHVV LV EXLOW E\ *1HQMWUDMOXWRRQNHDIDQMK DQG &RQVXPHU 3URWHFWL

organisations thanks to various initiatives and campaigns.
Examples of such initiatives include any activities aimed
at increasing of legal requirements with regard to animal
welfare, introduction of private raised standards, marking
of products or information, or education campaigns.
Their range and effectiveness determine the pace of
increase of knowledge and awareness of consumers.
A review of available literature on the subject, however,
indicates that no research has been conducted in
this regard. Another issue, rarely undertaken in
research, is consumer awareness on welfare of animals
outside the farm, that is, during transportation and

166

The results indicated that, on average, every second
respondent was convinced of the existence of legal
provisions regulating the rules and conditions of
transport of farm animals. The highest level of knowledge
in this regard was presented by consumers from the
Scandinavian countries — Finland (86%), Sweden
(80%), Denmark (77%) and Germany (78%), and the
lowest — among those from Lithuania (24%), Italy (31%)
and Estonia (35%) (Figure 2) (Special Eurobarometer
229, 2005).

Among the respondents, belief in the existence of
such law was expressed more often by men (60%),
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Table 1

Characteristics of respondents (N=280)

6SHEL:FDWLRE Total Women Men
N % N % N %
AGE
19-29 152 54 107 38 45 16
30-39 42 15 26 9 16 6
40-49 32 11 28 10 4 1
50-59 30 11 21 8 3
More than 59 24 9 18 6 6 2
'8&%7,21
Elementary 4 1 2 1 2 1
Vocational 28 10 19 7 9 3
Secondary 71 25 54 19 17 6
University 177 63 123 44 54 19
NUMBER OF HOUSEHOLD MEMBERS

One 11 4 7 3 4 1
Two 47 17 39 14 9 3
Three 63 23 50 18 13 5
Four 74 26 54 19 20 7
Five or more 85 30 51 18 34 12

Source: author’s research

with university education (67%), and purchasers
consuming meat at least 4 times a week (61%).

As a result of literature review, it was found to be
necessary to get familiar with the level of knowledge
and views of consumers concerning the level of
welfare of the animals transported, and to examine the
effectiveness of one of the campaigns organised by
supporters of animal rights.

The aim of the study was to determine the level
of awareness of the Polish consumers on welfare of
farm animals for slaughter. The campaign selected
ZDV HQWLWOHG 3 KRXUV® DQG LW
of the long-distance transport of animals

to relate with the maximum transport time for
LQGLYLGXDO VSHFLHV RI DQLPDOV VSHFL
(& 'LUHFWLYH

1. Characteristics of respondents

The project was conducted on a sample of 280
UHVSRQGHQWY &KDUDFWHULVWLFV RI WKH VL
presented in Tables 1 and 2. Almost three fourths of
the respondents (70%) were women. According to the
UHVHDUFK SURMHFW RUGHUHG E\ WKH 21,FH II
&RPSHWLWLRQ DQG &RQVXPHUV ZRPHQ ZHUH

ZDV DfeP bkEisithWhakéts RddiMd! @eQdby shopping, and

% to 8 hours.

more than a half of them (53%) took care of shopping on

7KH * KRXUV' LQLWLDWLYH ZDV LQLWLDWHEHEY 'RRQ- i UJHRVHQURXS RI PHO RQH LQ ¢YH

a Danish member of the European Parliament, in 2010.

Research results and discussion

Research among the Polish consumers of meat
was conducted from May to July in 2012. The research
was conducted using a questionnaire, partly prepared
and sent in electronic version using Google docs
(Swiecka, 2012) and partly as electronic questionnaire
during a conventional survey. The respondents had
to have Internet access in order to be reached.

,Q WRWDO WKH TXHVWLRQQDLUH

took care of everyday shopping — most of those were
respondents living alone. Members of one in three
KRXVHKROGYVY GHFODUHG VKRSSLQJ WRJHWKHU
IRU BURWHFWLRQ RI &RPSHWLWLRQ DQG &RQ\
Among the respondents, 24% lived in the rural areas,
while the remaining respondents lived in cities. Most of
them or 41% lived in cities of more than 500 thousand
inhabitants, while 8 — 14% questionnaires were gathered
in smaller agglomerations.

Most respondents were young people, i.e. 54% were

Z RY yeapsOoll HOG youbhd@gr. Gme in seven respondents

UHVSRQGHQWY IURP OD]RZV]H 7KH VDwWaS aged 8339 kidam/ laRdQone in nine - 40-49 years
ZDV EDVHG RQ VWUDWL¢{FDWHG UDQGRP (rébke $)Orhé&piojettvadidtvddd/ovi young respondents

the level of consumer awareness, questions were asked
concerning familiarity with the terminology of welfare,
with rules of animal transportation, and knowledge
of the campaign aimed at shortening of animal transport
time to 8 hours. The respondents were also asked

3 JRQJ GLVWDQFH DQLPDO WUDQVSRUW LV GH{QHG DV FK®RWUIDQYSRKRXDERYH
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due to the fact that they were the largest group with

Internet access, they were the most active users of

the Internet, and a substantial part of the animal right

supporting campaigns was conducted on the Internet,

LQFOXGLQJ WKH LQLWLDWLYH 3 KRXUV"™ 6ZLHFI

KRXUV |
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Table 2
Characteristics of respondents (N=280)
6SHFL¢{FDWLR( Total Women Men
N % N % N %
0217+/< ,1&20( 3(5 +286(+2/"
Up to PLN 1000 42 15 31 11 11 4
PLN 1001-2000 58 21 39 14 19 7
PLN 2001-3000 81 29 58 21 23 8
PLN 3001-5000 62 22 43 15 19 7
> PLN 5000 37 13 8 3 29 10
3/$&( 2) 5(6,'(1&(
&LW\ DERYH WKRXVDIG G 41 82 29 33 12
inhabitants
&LW\ RI WKRXVDQG 8 13 5 10 4
inhabitants
&LW\ RI WKRXNVDQG8 14 26 9 12 4
inhabitants
&LW\ XS WR WKRXVD Q8 14 33 12 5 2
inhabitants
Rural areas 66 24 46 16 20 7
1euro=4PLN

Source: author’s research

A decisive majority of the respondents (63%)
had a university education, 25% - had a secondary
education and 10% - vocational education. Only 1%
of the respondents had elementary education. Among
those with vocational education, most declared income
per household at the level of PLN 2001-3000 (38%).
The structure was similar among those with secondary
education — this group was also dominated by income per
household of PLN 2001-3000; these persons constituted

RI' WKH UHVSRQGHQWV 7DEOH
condition of respondents with university education
was different. In this group as many as 42% of the
respondents exceeded the level of income per household
of PLN 5 000. Most respondents came from large
families — households with 5 members constituted
30%, and those with 4 members — 26% of all the
respondents. The average number of household members
was 3.62.

2. Research results and discussion

The data obtained show that most respondents
(98%) ate poultry and pork (78%). The popularity
of poultry was due to the fact that it could be easily
and quickly prepared. According to consumers,
poultry was better than pork and beef also due to its
nutritional value and the fact of being healthy. It
was noticed that consumption of individual types of
meat depended on income per household and the
place of residence. Pork was most popular among
inhabitants of rural areas (39%) and persons with
income below PLN 1000 (38%). Beef was most
often consumed by persons in households of income
exceeding PLN 5000. This is understandable as beef is
the most expensive type of meat, purchased the least
often.

168

The respondents included persons declaring very
frequent consumption of meat, up to 5 times a week
(39%) as well as those, who, due to various reasons, eat
meat sporadically (0.5%). The data indicate that a very
VLIQL;FDQW FULWHULRQ WDNHQ LQWR DFFRXQW (
was the price of meat. Similar results were obtained by
Bartosik — Purgat who found that the criterion of price
ZDV WKH PRVW VLIQL{FDQW RQH IURP WKH SHUVSEH
Polish consumers. Knowledge of the country of origin of
mMéatwag dedaeeé hyp19% of women and 37% men. In
particular, the inhabitants of the rural areas emphasised
the importance of the fact that Poland was the country
of origin of meat, which was proven by the fact
WKDW GHFODUHG WKDW LW ZDV 3YHU\ VLJQL¢F
consumers from cities also stated they preferred meat
produced in Poland and that they took this aspect
LQWR DFFRXQW 3DOZD\V’ RU 3RIWHQ’ ZK
shopping. At the same time, 20% of the respondents
were never concerned with the country of origin
of meat.
The aspect, which had the least impact on consumer
decisions on purchase of meat, was the breeding
conditions or animal welfare. Possibly, this was due to
the lack of knowledge on welfare of farm animals. The
data gathered indicate that only 17% of the respondents
have ever encountered the concept of welfare, including
5% of inhabitants of the rural areas. It can be noted that
as the level of education increased, so did familiarity with
issues associated with animal welfare.
The survey results show that the Polish consumers
did not consider the time of transport of animals for
slaughter when making buying decisions (91%). When
purchasing fresh meat, they assumed it was produced in
Poland and they did not consider the possibility of import
of living animals for slaughter. The highest sensitivity and
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Table 3
Consumer willingness to pay for meat at a price increased due to the shortening of
animal transport time to 8 hours depending on gender and edu cation
Total Gender Education
No. ;
OSHFLFDWER lg % |Female Male  Elementary Voca- Secon- University
tional dary
1. |Nomeatis 119 | 43 72 47 4 18 34 63
already expensive
2. Yes, by no more
than 10% 97 35 79 18 0 5 19 73
3. Yes, by no more
than 20% 24 9 14 10 0 2 2 20
4. Yes, by no more
than 30% 9 3 9 0 0 0 3 6
5. Yes, the price is
Rl QR VLJIQL ¢(|FBY HHI1 26 5 0 3 13 15
to me
Source: author’s research
awareness of transport times was shown by persons aged present, the legal provisions allow the transport times
40-49 years. The elder population — aged 59 or more — to be too long. Shortening of the animal transport time
did not consider this at all. to 8 hours would result in limiting of import of animals
$FFRUGLQJ WR WKH UHVHDUFK UHYV X O WdleSXEBOIIMitdithS infddGc@& Bithe maximum time
or Special Eurobarometer, awareness of the problem of of transport of animals for slaughter. As a result of these
welfare of animals in the Polish society is relatively high. limitations, most livestock would be probably transported
7KH UHVHDUFK UHVXOWY TXRWHG D ER Y HonlgwitGin &JdameEsRc@esritbR. Mhihit@nts of the rural
hypothesis. Perhaps the knowledge of the food supply areas should be particularly concerned with supporting
chain among the consumersiis very low; in particular, they of domestic production, which gives them workplaces
may not be aware of what is going on with the animals, and — in many cases — the only source of income; in fact,
before the meat is consumed. Sometimes this fact is only 51% of them supported the concept of shortening
explained by a sense of guilt — when purchasing meat, of the transport time. On the one hand, the respondents
they do not want to remember where the meat comes declared the need to shorten the animal transport time,
from. To stimulate changes in consumer behaviour, it is considering the existing regulations to be inhumane; on
necessary to remind them how food is being produced the other hand, they showed little willingness to bear the
563&$ $ KLIKHU OHYHO RI DZDUH Q Haosts bAsuBHLAELVity (T a8l &.
by consumers who often visit farms or have their own The data presented in Table 3 indicate that 43%
animals (Special Eurobarometer 229, 2005). of the respondents expressed no willingness to pay a
7KH OHYHO RI IDPLOLDULW\ ZLWK W K HhigheKRideUodr mea) dd®sierih@that the prices of this
was found to be very low — only 8% of the respondents product are already very high. The household income
had heard of it. The data obtained show a correlation of these respondents was at the lowest level of up to
between familiarity with the campaign and the age of 2000 PLN/month (27%) and up to 3000 PLN/month
respondents. (27%), while the average income per person was
Women displayed a more emotional attitude towards DERXW 3/1 PRQWK 7KHVH GDWD FOHDUO'
ethical issues associated with the time of transport of WKDW WKH SULFH LV WKH PRVW VLJQL¢{FDQW
animals — 104 of them considered the activities aimed at purchase of meat. Persons with secondary education

VKRUWHQLQJ RI WKH DQLPDO WUDQV SR UWnvive Riling W RcEeHt BYics\ iltieass by 10%, and
QHHGHG " $PRQJ PHQ RQO\ UHV SR Q G HNQW Witl L8itbkslyVedi@ation — even by 20-30%;
WKH VDPH RSLQOLRQ 7KH GDWD REWDLifcHng pbripErsov dinotinted @W640 PLN/month and

to conclude that as the level of education grows, the 2400 PLN/month, respectively.

consumers are increasingly sensitive to the need for The respondents were asked to assess the factors

activities aimed at shortening the animal transport time providing animals with favourable conditions during

to 8 hours. transport by assigning to them scores from 0 to 3.

A decisive majority of respondents, after getting 7KH\ FRQVLGHUHG WKH PRVW VLIJQL¢{¢FDQW IDFV

familiar with the rules of the Regulation 1/2005 4 water and feed, and ventilation and temperature control

regulating the maximum time of transport of animals, (Figure 3).

considered them inhumane (Swiecka, 2012). The In order to ensure animal welfare, 6% of the

consumers showed similar attitudes towards the time respondents suggested intensifying road inspections

of transport of pigs, cattle, and horses, declaring that during transport to make sure that the legislation is

amendment to the existing law were necessary, as at followed, while 2% of them pointed to the necessity of

4 The acceptable transport time according to the Regulation 1/2005 is: f or pigs - 24 h, for cattle - 29 h, for
horses - 14 h. After this time, it is necessary to provide a 24-hour rest, before the animals can be transported

further to the destination.
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Source: author’s construction

Fig. 3. Range of welfare components during animal transportation accor

educating persons transporting animals. The highest
number (24%) of respondents suggested shortening of
the transport time. Other respondents did not provide
their opinion on the subject.

Summary and conclusions

The research has shown that the price of meat was
one of the three main criteria determining selection of
meat products to the Polish consumers. The importance
of price was differentiated according to the place of
residence, education, and income of respondents. The

Livestock During Long-Distance Transportati on
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Internet. It seems to be necessary to educate the entire
society in this regard.
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Abstract.  The debate on sustainable consumption has highlighted a variety of tension s between the pursuit of

wellbeing and the need to remain within ecological limits. The aim of the paper is to analyse situation in Slovakia and

highlight the aspects of consumer decisions.

We would like to state that the sustainability of the country is much ea sier to measure than counting footprint or

RWKHU LQGLFDWRUV IRFXVLQJ RQ GLIIHUHQW DVSHFWWRH\KRKXWBKRDEBMLWD &R QYWHLS WQ 8 QF
identifying sustainability and environmental performance. In the view of the economic situation in Slovakia, it could be

said that the population tends to sustainable consumption as expenses keep growing. Analysis shows that the increase

in prices for food and other items of daily life affect population with lower income level. They buy less food products;

and from the economics viewpoint of the sustainability, it seems like a positive effect.

The aim of the paper is to analyse consumption of foodstuff in Slovaki a and highlight the aspects of consumer decisions.

Key words:  consumption, expenditure, sustainability.
JEL code: Al1l, E21

Introduction have lower income level, they consume less foodstuff.
The debate on sustainable consumption has If they consume less foodstuff, then we do not need to
highlighted a variety of tensions between the pursuit of produce huge agriculture production.
wellbeing and the need to remain within ecological limits
(Reisch, Ropke, 2004; Defra, 2005; EEA, 2005; Jackson, Research results and discussion
l1&& 6'& &RQVXPSWLRQ LV D PDMRU FRQFHSW LQ HFRQF
The idea of sustainable consumption is the possibility is studied by many other social sciences. Economists
WKDW ZH PLIKW “OLYH EHWWHU E\ FRQVXRLQdicHary HterestBd N Yh Relationship between
2005; Jackson, 2008). This hypothesis has informed both consumption and income, and therefore, in economics,
conceptual and empirical responses to consumerism over the consumption function plays a major role (Paluchova,
several decades and underpins popular movements for 2010).
YROXQWDU\ VLPSOLFLW\ DQG GRZQVKLIWLQJgWB Wk G/B\H QW LLRCDFFRUGLQJI WR WKH 6WDW!
1998; Hamilton, 2003; Hamilton, 2003; Hamilton, Mail, of the Slovak Republic, is divided into basic departments.
2003; Schor, 1998). The underlying suggestion is that Food and soft drinks are all the costs associated
less resource intensive lives might, in fact, be equally with the purchase of food and non-alcoholic beverages in
RU SHUKDSV HYHQ PRUH IXO,00LQJ LQ SM:bHRERnkRO RU VRFLDO
terms (Kasser, 2002). However, this hypothesis raises a Alcoholic beverages and tobacco expenditures
number of fundamental questions. on alcoholic beverages, tobacco, and tobacco products.
People in rich countries have consumption patterns Clothing and footwear are buying textile goods,
that require more land, water, and fuel - fresh tropical footwear, and textile haberdashery (hard haberdashery
fruit all year round, exotic coffee, large quantities of meat included expenses for personal items), including their
DQG ¢VK W LV DOVR FRPPRQ WR HDW L QcdddthYcHb® ahld el Moosind) Wdtdd Electricity, gas,
over-large portions, and there is more food wastage. DQG RWKHU IXHOV LQFOXGH H[SHQGLWXUHV IRU JUI
The growing middle class emerging in countries such as general, payments for the use of cooperative apartment;

&KLQD DQG ,QGLD FDQ DOUHDG\ EH SOD kxpéndites @k faitdhadésWioddd<dnd services for the
UHVLGHQWY RI ULFK FRXQWULHV ,Q &KL Qdanstrittibnthha M&ddianc@hdusify; payments for

meat consumption per capita from 1985 has risen up electricity, gas, hot water and heat, other fuel, water,
WR 3$ 1HZ (UD RI :RUOG +XQJHU"" ) (sewérddd, FiadQather expenses for services related to
Paper, 2008). housing.
What is the main reason for less level of consumption? Furnishings, household equipment and routine
Is our consumption unsustainable? household maintenance expenses include the purchase
The aim of the paper is to analyse consumption of RI IXUQLWXUH IXUQLVKLQJY DQG DFFHVVRULHV
the foodstuff in Slovakia and highlight the aspects of household textiles and tableware; household utensils and
consumer decisions. We would like to show that if people cutlery; household investment nature; various kitchen

1 &RUUHVSRQGLQJ DXWKRU 7HO
E-mail address : Department of Statistics and Operation Research
Faculty of Economics and Management
Slovak University of Agriculture in Nitra
Tr.A. Hlinku 2, 949 76 Nitra, Slovakia
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Fig. 1. Total consumption in Slovakia in 1992-2011

utensils and equipment; costs for producing those goods
and their repair, including expenses for marketing;
gardening, craft equipment; goods and services for
cleaning etc.
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Health expenditure
and products, medical goods; for services provided by
medical staff in hospitals and beyond, including those of
different therapists. Set up

for pharmaceutical preparations

transportation expenses
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Fig. 2. Output of ANOVA

for purchase of transport equipment, fuels and lubricants,
costs associated with their operation and maintenance
services, including driving schools; expenditure on
transport services (trains, buses, airplanes, boats).
&RQQHFWLRQV LQFOXGH H[SHQVHV
purchase of telephone and fax machines and telephone
and fax services.

Education  consists of expenditures for pre-school,
primary, secondary, higher, and other education, including
different courses. The costs for public catering (including
a school canteen) include expenses for hotels, cafes,
restaurants, and accommodation expenses for services
(non-recreational).

Miscellaneous goodsandservices areexpenditures
on goods and services for personal care (including durum
haberdashery); expenditures for social care; insurance
of persons and things; and spending for other goods and

IRU

PHDQV $OWKRXJK $129% LV DQ DFURQ\P IRU 3DQD
YDULDQFH" WKH WHUP LV PLVOHDGLQJ EHFDXVH Wt
ANOVA is to analyse differences among the group means,
but not the variances. However, by analysing the variation
arRoviy\abdavitMrHthe gtoEps,\Wou BaK idach conclusions
about possible differences in group means. In ANOVA,
the total variation is sub-divided into variation that is due
to differences among the groups and variation that is due
to differences within the groups. Within-group variation
measures random variation. Among-group variation is
due to differences from group to group. The symbol c is
used to indicate the number of groups. (Berenson et al.,
2012)
In this paper, we focus on the consumption of
food, because food is considered a major factor for the
sustainability of the country. Activities in agriculture
directly affect the ecosystem of the country. The

VHUYLFHY UHODWHG WR KRXVHKROG FR Q \pxpRigthisRehsum@iahxdedeqgis bh BRHility of farmers
SHUVRQV DQG JRRGV™ LQFOXGHV PRWRU ltdprodudetiEreidp addiRdstobkp@duction.

apartment insurance, etc.

Thus, we focused onthe basic structure of expenditures
of the Slovak population for the period 1992-2011. Time
series is reduced compared to the analysis. The reason
was the limited availability of data in the database of the
6WDWLVWLFDO 21¢FH

From the methodology viewpoint, we applied ANOVA.
Due to limit of the paper length, the authors have provided
just short information about this method. When you are
analysing a numerical variable and certain assumptions
are met, you use the analysis of variance (ANOVA) to
compare the means of the groups. The ANOVA procedure
XVHG
to as the one-way ANOVA, and it is an extension of the
pooled variance t test for the difference between two

174

Wackernagel and Rees have claimed in their
publications that that consumption has long been higher
than the possibility of producing on the planet. Footprint
FRXUVH FRPSULVHV PDQ\ LQGLFDWRUV WKDW DUH
WR TXDQWLI\ VXFK DV HPLVVLRQV DQG &2 1 ZH
the idea ofecological footprint, we could really only focus
on foodstuff and expenditure of households that are
essential to survival.
In our articles, we have repeatedly analysed the
ecological footprint of Slovakia. The result of the analysis
ZDV WKH IDFW WKDW 6ORYDNLD LV FKDUDFWHUL]H
sustainable agricultural production. Therefore, we were

IRU WKH FRPSOHWHO\ UDQGRP L]H @addlsrly Jrferdsiéd ihHHeHodriginption of the Slovak

population. Analysis and comparison of the results are
presented in this paper.
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Table 1
Output of the test for multiple comparisons

OHDQV ZLWK WKH VDPH OHWWHU DUH QRW VLIQL,FDQWO\ GLIITHUHQW
Tukey Grouping Mean N item
A 1280282 20 [Eggs
881271 20 Non-alcoholic drinks
B 868171 20 Milk and dairy products
& 588598 20 Alcoholic drinks
&
& 522238 20 Vegetable
&
& 511567 20 Wheat
D 332396 20 Meat
D
D 315051 20  Fruit
E 173248 20 Bugar
E
E 127410 20 Fats

Source: authors’ calculation

6WDWLVWLFDO 2I¢FH SURYLGHV DQ RQMKHHNZHWN EBWRQ;UPHG VLIQL,FDQW GLIIH

foodstuffs that are observed in terms of consumption. As paired comparisons. Nevertheless, the group was created
one single graph for the period 1992-2011 would be most on the basis of similarity values.
illustrative, we decided to present consumption of foods. Basically, these groups correspond to the Box Plot
After looking at all the graphs, we can say that the chart. Eggs are a separate group. Subsequently, we see
total annual per capita consumption of basic food is a group Milk and Non-alcoholic beverages. The outcomes
decreasing. Even the consumption of alcoholic beverages suggest that, relatively the same amount has been
is declining, however, on the other hand, the consumption purchased.
of soft drinks has increased. Another group consists of alcoholic beverages,
In terms of sustainability theory, we could conclude vegetables, and wheat. Meat is bought in the same
that it is a positive phenomenon. Furthermore, we can quantity as fruit. The last group consists of sugar and
conclude that if we consume less food, farmers do not fats.
have so much pressure on agricultural production by One can question how it is possible to ascertain the
XVLQJ IHUWLOL]JHUVY DQG SHVWLFLGHYV state of consumption. We assume that all residents are
Historical data seem to indicate that in 1992, there environmentally conscious and do not follow their food
was recorded a surplus food given that the population consumption. Thus, we focused on the basic structure
was 5 306 539 in 1992. In 2011, no consumption of of expenditures of the Slovak population for the period
food has decreased, while the population has increased 1998-2011. Time series is reduced compared to the
slightly to 5 398 384. analysis. The reason was the limited availability of data
&RQVHTXHQWO\ ZH ZHUH LQWHUHVWH® WRHFRPWDHDVRQRI WKH 6WDWLVWLFDO 21¢FF
of consumption of selected foods for this period. From The basic structure consists of expenses: food and
a methodological point of view, we used ANOVA. Test non-alcoholic beverages; alcoholic beverages; tobacco
FRQ{UPHG RXU K\SRWKHVLV WKDW W K HdodH narddticE) chethidg ang Faptweér; housing, water,
difference in the consumption of selected foods. That electricity, gas and other fuels; furnishings, household
.QGLQJ FDQ DOVR EH REVHUYHG RQ W K Heduiphier8 éhrautirekhdibteviaiiz€othe house; health;
in the table of descriptive characteristics. The major transport; communications; culture and recreation;
changes have been recorded for eggs and non-alcoholic education; restaurants and hotels; miscellaneous goods
beverages. and services.
0 $129% FRQ¢UPV UHMHFWLRQ RI WKH Q X@he chartS\reegdaHolldwhthe development of costs
then we should apply the test for multiple comparisons. by usage. It is clear that spending has increased in some
Economic Science for Rural Development No. 32, 2013 175
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6RXUFH ZZZ VWDWLVWLFV VN DFFHVV

Fig. 3. Total

1998

Food and non-alcoholic
beverages

Alcoholic beverages,
obacco and narcotics

Transport

Clothing and footwear

Housing, water,
electricity, gas and...

Furnishings, household
equipment and...

6RXUFH ZZZ VWDWLVWLFV VN DFFHVV

Fig. 4a.

areas by more than 100%. In particular, the food and

non-alcoholic beverages and housing, water, electricity,
gas and other fuels. Household consumption also changes
due to the changes in prices.

We can see several long-term trends manifested
in the consumer behaviour. One of the theorists, who
KDG ¢UVW DWWHPSWHG WR
empirical material, was the Prussian statistician Ernst
Engel (1821-1896). In his research, Engel concluded
that if household income increases, the general
tendency is manifested by the decline in the share of
expenditure on food in the total household expenditure
(Engel’s law).

Engel later expanded his investigation to include
other groups of household expenditures (e.g. rent,
clothing) and examined their development in relation to
increasing household income. The current economic

176

&RPSDULVRQ RI WKH WRWDO H[SHQGLWXUH LQ

expenditure per inhabitant during the period 1998-2011

2011

Food and non-alcoholic
beverages

Alcoholic beverages,
obacco and narcotics

Clothing and footwear
Housing, water,

K > \
‘_’7 - ’l electricity, gas and...
A‘ // Furnishings, household

equipment and...

Transport

theory explores these questions in detail by each
household consumption item.
Keynes assumed the operation of the basic

psychological law that income increases as
consumption increases absolutely, but its share of the
income decreases. The situation in Slovakia does not

FKD UDF W Hddrteldde WHIHK ¢itheHth@oky.QTWé Yitdation in Slovakia

describes a condition that could be called a crisis. Yet,

LW LV QRW FDXVHG E\ WKH ¢QDQFLDO FULVLV RI

social crisis caused by political decisions and economic
transformation of the 90s. The effects of transformation
of the Slovak economy are only now beginning to appear.
The second possible variant of behaviour may be
such that people buy more expensive products, which
could be tuned to higher spending and smaller quantities
RlI IRRG
almost 60% of people have less than the average salary
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DQGHV LQ DEVROXWH ¢JXL

7KLY EHKDYLRXU FDQQRW EH JHQHUDOL]















KWWS HF HXURSD HX HFRQRP\B;:QDQFH GEB
LQGLFDWRUV DPHFR LQGH[BHQ KWP

Fig 3. Gross value added per one employee in agriculture in Poland and in
selected countries in 2002-2011

The analysis of labour productivity in agriculture in a
dynamic perspective indicates a varying pace of changes.
In the countries that acceded to the European Union in
2004, it ranges from 1.7% in Poland to 7.4% in Hungary.



,Q WKH &]HFK 5HSXEOLF ODERXU SURG X PRA e \thployze DId L2DA25RAOW Xabiddr productivity

KDV GHFUHDVHG VOLJKWO\ ,Q WKH

the dynamics ranged between 1.8% in France, 2.3%
in Spain, and 4.9% in Germany. In the USA, the
average annual rate of increase in labour productivity
amounted to 2.9%, while in Japan it was as low as
0.1%. The changes presented thus cannot lead to the
conclusion that a change in the institutional conditions
on the food market and liquidation of barriers that limit

competition, including international competition after the

QHZ FRXQWULHVY DFFHVVLRQ WR WKH (8

improved labour productivity in such countries as Poland,

WKH &]HFK 5HSXEOLF RU +XQJDU\

3RO Gih (he $ektér Foffl EenBoasDdackeYsed by approximately

0.42 thousand PPS each year. As a result, the difference
between labour productivity in the services industry and
processing industry decreased systematically. In 2009,
the productivity levels became equal, while in 2010 and
2011, labour productivity in the processing industry
was already higher in comparison with the sector
of services.

The processing and distribution links in the marketing
¢h@in of foodstufts@ncgrragy Wedndustry of processing
of agricultural raw materials, production of highly

2 Q O procezsed/ Kaedskufisy Mvh@tdsale of foodstuffs, retail

+XQJDU\ PD\ ZH UHIHU WR D VLJQL¢FDQW tradeRang\citerirgs e diversitygamong various links in
WKH FDVH RI 3RODQG DQG WKH &]JHFK 5H &KX Ofabowvadudtivtp i@ yamphigh. It is indicated
ZHUH FRPSDUDEOH RU ORZHU WKDQ LQ wWnaklysy @ Gucli goveeHIPvelHbUgross value added per

States (France, Spain, and Germany).

Labour productivity in non-agricultural

links of the food chain

Apart from agriculture, the marketing chain of
foodstuffs consists of many sectors of food processing
and distribution of foodstuffs. Figure 4 presents changes
in labour productivity in non-agricultural links of the food
chain (food sector) in comparison with changes of labour
productivity in the entire processing industry and sector
of services. The data presented indicate that the labour
productivity is lower in the food sector in comparison
with industrial processing in general. Moreover, in the
examined period, these sectors were characterised by
varying dynamics of changes in labour effectiveness.

one employee in the sectors of retail trade and catering
in comparison with food processing and wholesale trade
(Figure 5).
The reasons for such situations are associated with
the structure of individual trades. The sector of foodstuff
retail trade and the sector of catering are more dispersed
(income per enterprise are 0.8 times higher), lower
unit costs of labour per one employee (0.5 times),
ZKLFK LQGLFDWHY HPSOR\PHQW RI OHVV TXDOL¢
and lower level of technical infrastructure of work. The
value of assets per one employee in the sectors of food
industry and wholesale trade is more than 2.3 times
higher in comparison with retail trade and catering. This
VKRZV WKDW WKH VWUXFWXUDO FRQGLWLRQV UHYV
differentiation of labour productivity in the food chain
OLQNV /LNH LQ WKH FDVH RI DJULFXOWXUH LW LV (

&KDQJHV WRRN SODFH PRUH VORZO\ LQ Wikiltle dffe@mees iR the/dyamicR & @bour productivity

chain. The average annual increase of labour productivity
in these sectors amounted to 0.49 thousand PPS, while
in the entire industry, the increase reached 1.5 thousand

in association with the process of integration with the
Europe between individual links of food processing and
distribution of foodstuffs.
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numbers.
Some authors stress destructive impacts on
the economy caused by the high rate of long-term
unemployment. Many of these studies focus on
XQHPSOR\PHQWTV LQAXHQFH RQ ZDJH VHWWLQJ EH
the upward pressure on wages from the supply side is
likely to be higher in the presence of a high proportion
of long-term unemployment within total unemployment
(Machin and Manning, 1999).

Research results and discussion
$FFRUGLQJ WR *DUURXVWH .R]JRYVND DQG 3HU|
term unemployment indicates that a substantial section
of the labour force is in surplus to the requirements of
local employers. This surplus may nevertheless coexist
DORQJVLGH UHODWLYHO\ KLJK UDWHV RI KLULQJ DQ
PRUH HPSOR\DEOH SDUWV RI WKH ODERXU IRUFH *
.RIRYVND . 3HUH] ( $
According to Junankar, the long-term unemployed
usually have lower exit probability compared with other
job seekers for two reasons. Firstly, employers often treat
unemployment duration as a negative signal. Employers
consider that the unemployed shall be hopeless, thus,
they are jobless for a longer time. Secondly, the long-
term unemployed lose their skills, become dejected, and
drop out of the labour market (Junankar P. N., 2011).
7KH UHVHDUFKHU -XQDQNDU GH¢QHYV ORQ
unemployment as a 12 months period or longer when a
person is unemployed, the unemployed not only lose their
skills, they lose motivation, they fallill. In crude economic
terms, human capital is being depreciated. There is also
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often live

in poverty, they have lost their self-respect and dignity;
they accept the verdict of the labour market with mixture
of resentment and resignation (Junankar P. N., 2011).
,Q VFLHQWL¢{(F OLWHUDWXUH
unemployment varies across countries and across
international statistical agencies, ranging between
PRQWKY DQG PRUH WKDQ
average minimum duration, namely 9 months, are used

Long-Term Unemployment Problems in Latvia Between Forty and Prere

WKH GHWQDWOQRQJRIDOR QX WWHU B

of entering or exiting unemployment are related with
the individual's labour market biography. Individuals
with more and best experience are more attractive to
employers as they can potentially invest less in their

The most important factor behind the increase of
long-term unemployment relates with the increase of

PRQWKYV  &mempldyQedt\ duvdtiol among low-educated people

and people without diverse and big work experience. The

LQ WKH VFLHQWL¢{¢F OLWHUDWXUH WR F Kibethpléywentudieis-henetdlly highenambbgineiMiduals

into a long-term unemployment spell. One of the reasons
for such a threshold is that it also corresponds to the

SRLQW DIWHU ZKLFK WKH SUREDELOLW\

due to the fact that employers tend to be more reluctant
to hire someone unemployed for more than 9 months
*DUURXVWH & .RURYVND

It is necessary to solve the problem of long-term
XQHPSOR\PHQW LQAXHQFLQJ
— the demand for labour;

— the supply of labour;
— the functioning of the labour market.

In a pure neoclassical economics, the demand
for labour is independent of aggregate demand
(Junankar P. N., 2011).

The global economic crisis is the most serious reason
that made important changes on the labour market
in 2009 when many job seekers became long-term
unemployed. In 2008, the long-term unemployment
rate increased in several Member States of the European
Union like Ireland, Spain; the Baltic States had the same
trend. The economic crisis has had a greater impact on the
population groups such as ethnic minorities, promoting
the risk of increased long-term unemployment.

According to Marksoo and Tammaru, the labour
markets function regionally, while education, age and
ethnicity are the key individual variables that shape labour
market outcomes. Long-term unemployment explains
much of the continuing problem of social exclusion in
some rural areas. The long-term unemployed have

BHUH] (

with lower education level. Less skilled workers have
IHZHU FKDQFHV RI ¢QGLQJ ZRUN
[dh&er ¢uRenpbynéiRk Esp8lsi FAS L& kesult, they are
disproportionately represented among the long-term
unemployed (Marksoo U., Tammaru T., 2011).

Long-term  structural labour market problems
suggest that substantial mismatches between the
skills and aspirations of job losers (especially the long-
term unemployed), and the skill requirements and
compensation packages of new job openings are likely
to emerge as the economy recovers from the global
economic crisis. Many job losers from sectors such as

FRQVWUXFWLRQ DQG PDQXIDFWXULQJ PD\

tirement Age

.RURYVND .

3HUH] (

DQG DFFRU

IDFH

PDNLQJ WKH SV\FKRORJLFDO DQG ¢(QDQFLDO D

well as gaining the training and education required for
the new jobs available in the growing (primarily service)
VHFWRUV .DW]/ )

In many European countries, poor health, chronic
diseases, and lifestyle factors are associated with being
the long-term unemployed or out of the labour market

*DUURXVWH & .R]JRYVND

General economic conditions on the regional level
also affect substantially the transition rate from and
to unemployment. Factors such as regional differences
in industry composition, neighbours’ effects affecting
the equilibrium rate of unemployment and aggregate
demand, and institutional settings have an important
role in explaining regional unemployment patterns

*DUURXVWH & .R]JRYVND

BHUH] ( $

SBHUH] ( $

GLI¢FXOWLHY HQWHULQJ WKH ODERXU PDUNHW ®XKH MVRUW KB UURPANWRH .RIJRYVND DQG 3H!|
VNLOOV RU ORFDO MRE RSSRUWXQLWLH VthatWhel dtc@renc® 6f @ Highl poodaltioR QfOiddg-term
job mismatch, which is made by geographical differences unemployment is an evidence of profound dysfunction in
DQG SOD\V D VLIQL,FDQW UROH LQ HPSOtRe Pé¢aJahour @S ket ave Qtudiéd eh\unemployment

(Marksoo U., Tammaru T., 2011).

Likewise, if there is a high degree of urbanisation,
there are higher chances of getting trapped in a long-
WHUP XQHPSOR\PHQW VSHOO
3HUH] ( $

Gender also has an important role. Women have
less favourable prospects in the labour market as they
often combine work with family duties and childcare.
The unemployment rate for females in many European
countries is higher than the one for men. Females would
¢QG LW PRUH GLI(FXOW WR H[LW
males because of long periods that are led at home

*DUURXVWH & .RURYVND

The relationships ~ between education and
unemployment are explained partly by the signalling and
screening theories. These studies suggest that employers
hire workers on the basis of imperfect information about
their real productivity levels transmitted through their
HGXFDWLRQDO GDWD
proxy for performance. In addition to education level,
other relevant factors for determining the probability

3HUH] (

differentials that take into account the regional
perspective and use simultaneous modelling are based on
the hypothesis that regional unemployment both affects

*DUURXV Watd 8 affeRtedRby tégdnal factors of labour supply,
*DUURXVWH &

ODERXU GHPDQG DQG ZDJHV
BHUH] ( $

According to Marksoo and Tammaru (2011), older
people are more likely to remain unemployed after losing
their job. Among older workers, those losing their jobs in
traditional industrial sectors are particularly vulnerable
20 QoHgPtE @ BndniplQyiveny\(MdPkQoo U., Tammaru T.,
2011). This kind of situation is widespread in Latvia in

WKH SDVW \HDUV D ZHOO 7KHUH LV DQ LQVLJQ
WR ¢QG D QHZ MRE DW WKH SUHUHWLUHPHQW

the previous one because young people with better
technological knowledge are more marketable.

Various public policies for solving the unemployment
problem have been developed on the basis of Veblen's

XVHG DV D ¢ OW H théofyJof RuRefmiglby@ent. PTh&@ @h@ory is of excellent

quality and better suited than other theories of
employment such as the Keynesin theory, the innovation



connection between unemployment and the level of
crime.
7KH DXWKRUV &KDPOLQ DQG &RFKUDP
macro-social theories of crime causation, although they
often specify alternative intervening process, contend

WKDW WHPSRUDO AXFWXDWLRQV LQ WKH OHYHO R
are likely to affect the level of property crime. Drawing
on rational choice theory, authors contend that long-term
or permanent unemployment, rather than temporary
joblessness, is implicated in the production of higher
OHYHO RI SURSHUW\ FULPH &KDPOLQ O
2000).

The authors of the paper consider that the level
of crime grows in proportion with the unemployment
level. That link is recorded in recent years in Latvia
as well.

There is another dimension to the problem, which
would appear to have implications for the long-term
unemployed. Long-term unemployment is, in most
cases, the consequence of structural changes in the
HFRQRP\ /HYLQ :DOGPDQ DUJXHG WKDW DQ
market economy engaged in creative destruction,
whereby, the old and obsolete were replaced by the new
and technologically more advanced. The model assumes
that those who have knowledge and practical skills in
QHZ WHFKQRORJLHV KDYH DQ DEVROXWH DGYDQWI
job in shorter time (Levin-Waldman O. M., 2011). This
kind of problem is observed on all labour markets of
the Baltic States, because young people with very good
WHFKQRORJLFDO NQRZOHGJH KDYH D SRVVLELOLW\
RWKHU FRXQWULHYVY OLNH *HUPDQ\ 6ZLW]JHUODQG
other developed countries, where it is possible to improve
education level in master studies or doctoral studies for
free. This factor is very appealing and promising for
people who have experience in foreign enterprises.

F Rh@ the@yHdi Levik-D/aidnba® Glso holds the labour

market to be divided into the primary market, where
high premiums are placed on skilled workers, and the
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. I N N A
B - 13.4 12,5
B :: 115 10.4 4.90 -1.90 2.10 0.63 0.86 0.83
B 11.7 8.5 2.40 0.20 -1.90 1.29 1.02 0.82
| K 11.9 10.1 -1.80 0.20 1.60 0.83 1.02 1.19
B - 11 9.2 -1.00 -0.90 -0.90 0.89 0.92 0.91
B 6.1 7 -0.90 -4.90 -2.20 0.89 0.55 0.76
B - 5.9 5.4 -1.60 -0.20 -1.60 0.77 0.97 0.77
B 6.7 7.8 1.60 0.80 2.40 1.30 1.14 1.44
B - 145 14.7 8.80 7.80 6.90 2.26 2.16 1.88
B 17.8 16.8 1.30 3.30 2.10 1.08 1.23 114
B 14.1 17.3 3.20 -3.70 0.50 0.81 0.79 1.03
Source: author’s calculations based on statistical data of t he Central Statistical Bureau of Latvia

Table 2

The growth rate of base in different age groups from 2001 to 2011 in Latvia

. I R
B 13.4 12,5 B —
B :: 115 10.4 4.9 1.9 2.1 0.63 0.86 0.83
B 11.7 8.5 25 17 4 0.81 0.87 0.68
B 11.9 10.1 43 15 2.4 0.67 0.89 0.81
B 11 9.2 53 2.4 33 06 0.82 0.74
B 6.1 7 6.2 73 55 0.53 0.46 0.56
B - 5.9 5.4 78 75 71 0.41 0.44 0.43
B 6.7 7.8 6.2 6.7 47 053 05 0.62
B - 145 14.7 26 11 2.2 1.2 1.08 1.18
B 17.8 16.8 3.9 4.4 43 1.3 1.33 1.34
B 14.1 17.3 07 0.7 48 1.05 1.05 1.38

Source: authors’ calculations based on statistical data of t he Central Statistical Bureau of Latvia

































