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GENERAL CHARACTERISTICS OF THE PhD THESIS

From the point of view of population size of the country, Latvia is a country of a small
scale. It inhabits approximately 0.5% from entire European Union population (hereafter - EU), at
the same time being 70 times larger than Liechtenstein. Our fatherland has economically
advantageous geographical location linking large and powerful investors such as Russia and
Scandinavian countries. Together with Lithuania and Estonia our country (hereafter-Baltics,
Baltic States. Baltic countries) creates a corridor of the economic impact between the
Scandinavian countries, Central Europe and countries and Russia. Historically the Baltics has
been attracting the capital of the economically active and wealthy countries. That might be
considered as a place for mutual collaboration and trade, using the densely presented labor and
natural resources. Due to the globalization, geographically this is a strategic place of large
enterprises allocating the subsidiary companies and economically supportive services
development. Here, the Baltic States have cultural heritage and history of the political economic
impact, which has built an identity of the countries and diieciions of the economic development.
Generally, these maritime lands have favorable conditicns for the development of agriculture,
forestry and manufacturing.

The author poses a problem of inconsistence and lack of the practical solutions on the
sustainable development vision on the role of the territories of the entrepreneurial activities in the
country’s economy in a context of the impacr radius of the given region. Industrial and retail real
estate markets are attributed to the driving economy segments. Those bring along the
manufacturing and service sectors development, mutual collaboration of the businesspersons,
provide employment opportunities and increase the state’s budget. In a context of the
actualization of the contemporary climate change issue the real estate objects developed for these
purposes use, must correspond the futurc guality standards. That is typical for high-class modern
buildings and/or the propertiez with professionally developed inner and surrounding
infrastructure. Today there is a vienty of land space in comparison to total territory, but the
problem of inefficient land usc and overbalance in Latvia states opposite the other countries with
shortage of land. Nowadays thi¢ manufacturing in Latvia is at a destructive stage. It has been
poorly supported by the government as a supervention of regaining of independence in Latvia
and world economic recession. The unified aim of the Latvian national economy to facilitate
development of a high value-added economy, the work at the national industrial policy has
started. That is accepted as a base of the proposed topic of the PhD Thesis (hereafter — PhD
Thesis, Dissertation).

Spatial economy concept in the literature is used relatively recently — during the period of
last twenty-five years of scientific research and the development of the European Union within
the framework of official documents, the first widely recognized work on the collection of
information for spatial planning and territorial cooperation was published in 2010 (Diihr et al.
2010). The scientific and practical relevance of the PhD Thesis is seen by the author to be
connected closely to the fact that, at global and local scientific conferences, such as, AESOP
(Association of European Schools of Planning), WSEAS (The World Scientific and Engineering
Academy and Society), BMDA (Baltic Management Development Association), EURO
(Association of European Operational Research Societies) and other institutions’ organized
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conferences, ICSSS (International Conference on Social Sciences and Society), the World
Congress of the Latvian scientists, the World Sustainability Forum and professional conferences
such as, Earth Summit, ERES (The European Real Estate Society) in their sessions on long-term
global development sustainability, long-term sustainable development of cities, the prospects of
real estate markets in developing countries, as well as within the framework of a number of
international programmes. such as, ESPON (European Observation Network for Territorial
Development and Cohesion) and INTERREG (European Interregional Cooperation Programme),
are all actively discussing issues related to agglomeration, industrial location, shortage of
territories in the European market, along with the development of an eco-effective economy.
While commercial organizations in Baltic and international meetings emphasize issues related to
the shortage of industrial space and the attractiveness of the Baltic imarket. Since the beginning
of the 90s of the last century, within the framework of the new ecenomic geography the scientists
analyze the redistribution of production capacity, what actuaily occurs, by moving factory
subsidiaries to other countries, by demerging the service and maintenance object locations in
economically beneficial territories. Determining a demand for solutions and models which could
be applied both in local and international markets. which could be utilized in sustainable
economic and spatial planning of the territories, taking into consideration environmental and
economic changes as well as the process of rapid globalization.

The research object is the development of ihe commercial real estate object as spatial
economic object. Spatial economic allocation of the entrepreneurial activities in Latvia
determined is the subject of research.

The goal of the PhD Thesis is to work out scientific solutions for the spatial economic
allocation and provide formal proposals te facilitate the balanced long-term development of the
entrepreneurial activity system in Latvia based on the research and assessment of theoretical and
scientific aspects of the spatial eccioniic ailocation of the entrepreneurial activities.

To achieve the stated goal the iollowing objectives of the PhD Thesis have been defined
and completed:

1) to do a theoretical assessiment of spatial economic allocation of the entrepreneurial activities;

2) to identify spatial economic iccation in a system of the entrepreneurial activities;

3) to identify and describe an essence and a content of the spatial economics;

4) to make analysis on the planning of allocation of the spatial economic models of the
entrepreneurial activities and a scope of the current problems in the Baltic Sea region based
on the recent scientific achievements;

5) to develop the informative logical sequence model of a historic view on legal aspects of the
spatial economic allocation of the entrepreneurial activities and the layer model of the
allocation of spatial economic objects in a system of the entrepreneurial activities;

6) to identify a significance of the climate change instrument in the context of the spatial
economic allocation and develop the algorithm model of the forecasting a supply of the
spatial economic objects taking into account the potential climate change and economic
growth, to provide solutions for the development of the market of the spatial economic
objects in Latvia;



7) to summarize the determinants of the spatial economic allocation of the entrepreneurial
activities and the results of the assessment methods of the regional concentration of the
entrepreneurial activities and their specialization within a framework of the performed
empirical analysis of the location of the spatial economic objects, and determine the degree of
this specialization in Latvia and the Baltics;

8) to carry the formal scientific research, to work out the questionnaire for the survey ,.The
industrial location for multinational enterprises in Latvia”, to summarize the results and
provide the proposals for the improvement of the supporting activities for the industrial
business development in Latvia;

9) to develop the informative logical model of spatial economic allocation of the entrepreneurial
activities for the foreign investors and interactive integrated planning model, to assess a
potential of the Latvian commercial real estate market and determine the factors of the spatial
economically feasible location for the entrepreneurial activitics

The following thesis statement has been put forward for ihe defense of the Dissertation: in a
process of spatial economic allocation in compliance with cansiderations of the climate change,
a permanent development of the entrepreneurial activiues o* commercial real estate market in the
Baltic Sea Region is facilitated thus preventing the short-term current imbalance in the local
commercial real estate market.

Theses put forward for the defense of the iJissevtation

During the research the following posted theses were proved:

1. The content of the spatial economics coincepts in the modem science is quite new, but
relatively widely analyzed area related to the assessment of the factors of the spatial economics
on the entrepreneurial activities allocation. .

2. Climate change phenomenon iderntifies the need of creation of the models on the forecasting
of a stock of the modern industria! r<al estate property offer in the real estate market.

3. A method of assessment ci the regional specialization and concentration rate of the main
driving economy sectors and mariufacturing applying Gini coefficient is a novelty for the market
of Latvia and the Baltics iafvia had a tendency of regional specialization decrease within the
past decade among in the Baltics.

4. In order to develop the modern commercial real estate market under the pressure of
globalization, the factors of the economically feasible spatial arrangement of business activities
and expansion opportunities of the borders of a target market might be considered.

Theoretical and methodological basis of the research

The solutions and the models as results acquired during the research have been developed on the
basis of decision-making, the analysis of current official documentation (use of primary and
secondary sources), a study of economic criteria, such as level of employment, urbanization, flow
of finances. applying a logical approach and comparisons, systems and dynamic factor analysis
methods, expert analysis and mathematical statistical methods. The author used complex
calculations’ result data from the globally significant project ENSEMBLES, statistics from the
European Commission, databases of the State central statistical offices of Latvia and other
countries, papers published during the development of the PhD Thesis relating to climate change
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and economic recovery issues. The scientific practical results from the carried survey of the
Dissertation are developed applying method of Computer-assisted web interviewing (CAWI)
online survey and the Computer-assisted telephone interviewing (CATI), applying the Off the
shelf tools to build a questionnaire.

The following sources are used for the theoretical foundation of the PhD Thesis:

e the author has analyzed the research and empirical work invested by the academics in the
following filed: spatial economics, territorial development and cooperation (Albers H.. Ando A..
Arauzo-Carod J., Diihr S., Faludi A., Finka M., Fujita M., Hayter R., Kasper W., Krugman P.,
Manjon M., Shogren J., Venables A., Waterhout B. etc.), commercial real estate development,
location analysis, land use (Auzin$ A., Farinos D., Gromley R., Hanink D., Healey P., Lambert J.,
Vanags J.. Yap J. etc.), sustainable development and climate change (Abolina K., Birzga J..
Klavin§ M., Piccin J., Staniskis J. etc.), strategic management, crcation and cooperation of the
multinational companies, analysis of the foreign capital flow. strategic planning and modeling
((Akgtingér S.. Andersson L., Barrios S., Dicken P. . Dunning J., Falcioglu P., Geipele I,
Kaklauskas A., Kotler P., Kronborg D., Le Bas C., Mahama H., Mezias JM., Narula R., Paluzie
E.. Petersson L., Suedekum J., Sierra C., Thomsen S.. Traistaru l., Zavadskas E., Yeaple S. etc.);
e study materials and scientific literature available in Latvia and abroad;

e internationally proved professional literature deveioped and available in local market and
abroad;

e the following official papers: the European Union, “National Lisbon Programme of Latvia™, the
European Union “Sustainable Development Strategy”, “Land Policy Guidelines from 2008 to
2014”7, “Spatial Planning Development Law™”, the Ministry of Economics “Action Plan to
Improve Business Environment in Laivia”, “Guidelines on National Industrial Policy of Latvia
from 2013 to 2020”, Ministry st Eavironmental Protection and Regional Development
“Sustainable Development Stratcgy of Latvia until 20307, Riga City Council “Long-term
Development Strategy of Riga untii 2025 and other official documentation.

The author has used protessional knowledge gained as a result of 10 years work
experience in the field of real estate development, market research and financial analysis.
Limitations and implications defined within the Research:

1. Two types of cominercizl real estate market objects allocation principles are analyzed in the
Dissertation. Primary stterition is directed to the industrial property objects where the premises
are deemed suitable for production.

2. According to limitations in scales of the current PhD Thesis and the responsible organizations’
information processing, there is a certain time lag of the statistical data update. Hence, a part of
the research containing information of a historic importance is built by the author according to
the dynamic factor analysis to show the actual development tendencies. For the forecasting of the
modern industrial real estate properties stock the year of 2009 is accepted as a period appropriate
for all counties to build conservative forecasting, that 1) reflects the market conditions after the
world economic crisis, 2) complies with the requirements for developing conservative scenario,
3) reflects the circumstances from the fast development of real estate market in the previous years
and 4) corresponds to the principle of gradual recovery of the economy.



3. The process of data analysis has shown that several of the climate change monitoring and
research institutes operating in the European Union, have no unified specialization or purpose for
the utilization of the results. In order to objectively evaluate the climate change indicators of
several counties, in the analytical part it was decided to rely on the ENSEMBLES project data.
According to the official information, the data is a result of several sources of climate change
monitoring materials. The climate change factors of 2035 are accepted for 2020 in accordance
with other statistical data limitations.

4. According to limitations of current research, the part of analysis on the foreign direct
investment flow is considered to be built on case of Sweden as strategic and longstanding partner
of Latvia in economy development relationship.

Scientific novelty

1. The outcome of the innovative research based on the applicstion of the ENSEMBLES project
data the algorithm model of the forecasting a supply of il spatial economic objects is
developed. The author has developed the model algorithm and its practical solutions.

For the first time for Latvia and the Baltic scale the regienal specialization and concentration
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rate of the main entrepreneurial activities is measired and assessed by applying Gini
coefficient method.

3. Informative logical model of spatial economic allocation of the entrepreneurial activities for
the foreign investors and interactive integrated planning model are developed. On that the
basis the stock of the large-scale shopping cenires’ development in Latvia is calculated. The
factors to evaluate an appropriate location and the expansion opportunities of the borders of a
target market are identified and worked out.

4. On the basis of evaluating of the theoretical and scientific practical aspects the author
provides solutions to assess the industrial location for the multinational enterprises with
assets from the Baltic Sea Region in Latvia.

5. The layer model of the allocation of spatial economic objects in a system of the
entrepreneurial activities is developed. This model contains supplements to the Dickens’
global relocation (Global Stift) model regarding climate change instrument coverage and
definition of multinationai corporations in the context of in the development of the Baltic Sea
Region

6. The informative iogica! sequence model of a historic view on legal aspects of the spatial
economic allocation of the entrepreneurial activities is developed.

7. Latvian territory cooperation and impact radiuses within which the study was conducted has
been substantiated and determined.

Practical importance of the PhD Thesis — the identified issues, assessment of the developed

models’ creation and provided scientific solutions to determine the content of spatial economics

in the context of development of the Baltic Sea Region, enhance the relevance of the concept of
the use of spatial economic allocation in the Latvian commercial real estate market development.

Approbation and practical application of the results of the research

Results of the conducted PhD Thesis research have been presented for a wide scope of the

stakeholders:

e in the scientific conferences and seminars in Latvia and abroad;



e participating several scientific research projects related to the issues of spatial planning
sustainable development of national economy, for example, “Funding models of the housing
renovation fund in Latvia”. Scientific development activities within the RTU fundamental and
applied research project No.FLPP-2011/27, project leader — prof. Ineta Geipele) and the project
“Socio-economic and ecological aspects of urban and regional development interaction -
FLPP2011/28, project leader — prof. Janis Vanags;

e in study process, delivering lectures to the foreign students at RTU in the frame of study
course “Strategic marketing management in civil construction™;

e during scientific practical work from December 2012 to February 2013, organizing and
managing the survey for the leading manufacturing companies in Latvia with shares from the
Baltic Sea region.

Scientific publications since 2009

The author has 23 scientific publications, including 13 publications submitted and presented in
the internationally accepted peer-reviewed scientific pubiishers, 7 publications in the books of
abstracts of international scientific conferences and 3 publications in other scientific publishers.
Main scientific publications included in the internationally accepted peer-reviewed
scientific publishers:

l. Staube T., Geipele 1. Regional specialization performance to be improved in Latvia for
the Multinational industrial companies // in Proceedings of the 14" Annual International
Conference “Economic science for rural development”, Jelgava, Latvia, Latvia University of
Agriculture, 2013. — 31- pp.92 — 97. - ISSN 1691-3078, ISBN 978-9934-8304-7-1. Submitted to
ISI Web of Knowledge, AGRIS, CAB Abstracts and EBSCOhost Academic Search Complete
databases.

2. Staube T., Geipele, 1. Decisions an industry location and market capacities in Latvia // in
Yun Wu and Yijin Wu (Eds.). Environmental and Materials Engineering, International
Conference on Environmental and Materials Engineering (EME 2012). Advanced Materials
Research, TransTech Publicarion Inc , Durnten-Zurich, Switzerland, 2013. — 664 - pp.1141-1145
- ISBN-13:978-3-03785-601-7. indexed in Elsevier SCOPUS database.

3. Staube T., Geinele 1. Js there enough space for the shopping malls in Latvia?// Business
Systems and Economics lournal. - 2012. - 6 (1) - pp. 78-91. Submitted to International Index
Copernicus and EBSCGhost Academic Search Complete databases
4. Staube T., Geipele 1., The Latvian Construction branch development’s problems as a
result of the strategic management insufficiency.// Scientific proceedings of the 7th International
Scientific conference “Business and Management 20127, Lithuania, Vilnius: Vilnius Gedeminas
University. 2012. - pp.1223-1230. - ISSN 2029-4441. Included in ISI Web of Knowledge.

5. Staube T.. Geipele 1., Latvijas industrialo telpu ilgtspéjiga piedavajuma scenariju analize
klimata parmainu ietekmé (Analysis of scenarios on the industrial premises’ sustainable supply in
Latvia under the influence of the climate change).// Climate change and adoption to it: Latvia.
M.Klavins and A.Briede Eds., Riga: University of Latvia Press, 2012.- pp. 170 — 186. - ISBN
978-9984-45-440-5. Supported by INTERREG project BaltCICA (Climate Change: Impacts,
Costs and Adaption in the Baltic Sea Region) and Baltic Sea Region program project Baltadapt
(Baltic Sea Region Adoption Strategy). Submitted to USA Library of Congress.
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6. Staube T., Geipele 1. The Latvian large-scale shopping centers development perspective.
// Scientific proceedings of Annual International scientific conference ,,Whither our Economies™.
Lituania, Vilnius: Mykolas Romeris University. 2011. - pp.143-150. - ISSN 2029-8501.
Submitted to EBSCOhost Academic Search Complete database.

7 Staube T., Geipele 1. The macroregion approach and territorial cohesion of the Baltic
region. // International Journal of systems applications, engineering and development. NAUN
University Press, 2012. - 6(1) -pp. 70-78. - ISSN: 2074-1308. Submitted to ISI Web of
Knowledge.

8. Staube T.. Geipele 1. The latest trends in the spatial planning modelling of the Baltic Sea
Region determine a territory’s potential. // Scientific proceedings of International Conference on
Social Sciences and Society (ICSS 2011). USA, Newark: Information Engineering Research
Institute, 2011. — 2 - pp.403.- 409. - ISBN 978-0-9831693-4-5. Included in ISI Web of
Knowledge.

9. Staube T.. Geipele I. Scientific investigation in spatial planning of the Baltic region.
region // Recent Researches in Urban Sustainability and Green Development. Czech Republic
Prague: WSEAS Press, 2011, - pp.136-141.- ISSN17922-4871. Included in Elsevier SCOPUS
database.

10.  Staube T., Geipele 1., Valuation of the Swedish Direct Investment Territorial Allocation
in the Context of Latvian Commercial Propeity Development // in Selected Papers of the 8th
International Conference "Environmental Engineering”. Lithuania, Vilnius: Vilnius Gedeminas
University, 2011. -3- pp. 993.-1000. - ISSN 2029-7902, ISBN 978-9955-28-829-9. Included in
ISI Web of Knowledge.

11.  Staube T., Geipele 1. Latvijas moderno industrialo telpu ilgtsp€jigas attistibas modelis
(Sustainable development model for the modern industrial properties in Latvia).// Scientific
Journal of Riga Technical University “Economics & Business”. Faculty of Engineering
Economics and Management. Riga: RTU Publishing House 2010.- 20(3) - pp.124.-132.- ISSN
1407-7337. Included in AGRIS. EBSCOhost Academic Search Complete databases.

12.  Staube T., Geipele i. Territory Outlook for the Expansion of Large Scale Shopping
Centres in Latvia. // Ecoromic Science for Rural Development. Proceedings of the International
Scientific Conference. Sustuinability. Jelgava, Latvia, Latvia University of Agriculture, 2010. —
23 - pp. 169. - 175. - 1ISSN 1691-3078. Included in ISI Web of Knowledge, AGRIS, EBSCOhost
Academic Search Compiete databases.

13.  Staube T., Geipele 1. Lielformata tirdzniecibas objektu izvietoSanas teritoriju telpiskas
planosanas vizija (Vision Territory Space Planning of Large Format Objects Placement). //
Scientific Journal of Riga Technical University “Economics & Business™. Faculty of Engineering
Economics and Management. Riga: RTU Publishing House, 2009. - 18 (3) - pp.93.-104. - ISSN
1407-7337. Included in EBSCOhost Academic Search Complete database.

Publication in the books of abstracts of international scientific conferences are as follows:

1. Staube T., Geipele 1.The concept of the Latvian industrial property market development
model in a context of the strategic planning // European Real Estate Society 20th Annual
Conference (ERES 2013), Vienna, Austria, July 3-6, 2013. —pp.21-21. - ISBN 978-3-85437-322-
3. Included in ERES Digital Library database.
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2. Staube T., Geipele 1. Economically Advantageous Location Assessment for the Industrial
Business in Latvia // Riga Technical University 53rd International Scientific Conference.
Dedicated to the 150th Anniversary and The Ist Congress of World Engineers and Riga
Polytechnical Institute / RTU Alumni. Digest, Latvia, Riga, 11-12 October, 2012. - pp 756-756. -
ISBN 978-9934-10-360-5.

3. Staube T., Geipele 1. Does Latvia use its advantageous location? // 25th European
Conference on Operational Research, Vilnius, Lithuania, July 8-11, 2012 — pp.17-17.
4. Staube T., Geipele 1. Teritorialas ekonomiskas planosanas aktualako problemu bitiba

Baltijas juras regiona (The essence of the latest economic territory planning issues in the Baltic
region). // Book of Abstracts of the 3rd united World Congress of the Latvian scientists and the
4th congress of Letonika: Economics and Business. Latvia, Rigia: Biznesa kompetences centrs,
2011.—p.70.-71. - ISBN 978-9934-8143-1-0.

5. Staube T.. Geipele 1. Aktualie teritorialas ekonomiskas nlanoSanas modeli Baltijas regiona
(Latest economic framework in spatial planning of the Raltic region) // the 52 International
Scientific Conference of RTU SCEE2011. Book of Albstracts. Latvia, Riga: RTU Publishing
House, 2011.- pp. 96-97. ISBN 978-9934-10-202-8.

6. Staube T., Geipele 1. Latvijas moderno industriaio telpu ilgtspgjigas attistibas modelis
(Sustainable development model for the modern industrial properties in Latvia ) // the 51
International Scientific Conference of RTU SCEE'2010. Book of Abstracts. Latvia, Riga: RTU
Publishing House, 2010. — p. 56. ISBN 978-9934-i0-061-1.

7. Staube T.. Geipele 1. Nekustama ipaSuma objektu izvietojuma teritorijas telpiska
planosana makroekonomiskaja un mikrockone:niskaja limeni (The territories for the real estate
objects’ allocation at the macroeconomical and microeconomical level of spatial plannining) //
the 50 International Scientific Conference of RTU SCEE'2009. Book of Abstracts. Latvia, Riga:
RTU Publishing House, October 15-i6, 2669, — pp.51-51.

Other publications:

1. Staube T.. Geipele 1. The concept of the Latvian industrial property market development
model in a context of the stratzgic planning // European Real Estate Society 20th Annual
Conference (ERES 2013), Vienna, Austria, July 3-6, 2013. Available online in ERES Digital
Library database.

2. Staube T., Ceipeie I Industry location assessment for multinational enterprises in
Latvia.// In Proceedings of the 2nd World Sustain. Forum, 1-30 November 2012; Sciforum
Electronic Conferences Series, 2012. ISBN 3-906980-28-6.

3. Staube T.. Geipele 1. Territory vision for Latvian large scale shopping centres in
microeconomic and macroeconomic standard. // Scientific proceedings of the Ist International
Conference of Student Scientific Society in Poland ,NEW DIRECTIONS IN ECONOMICS™.
Poland, Cracow: University of Economics in Cracow. 2009, p.57.-64. ISBN 978-83-931384-0-1.
Presentations at the international scientific conferences and seminars:

1. Staube T. and Geipele 1., The concept of the Latvian industrial property market
development model in a context of the strategic planning. // European Real Estate Society 20th
Annual Conference (ERES 2013), Vienna, Austria, July 3-6, 2013 - certificate.

2. Staube T., Geipele 1. Regional specialization assessment results for the industrial
multinational companies development in Latvia. // The 11th Annual BMDA Conference “The
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role of management empowering innovations and creativity”, Kaunas, Lithuania, May 9-10, 2013
- certificate.

3. Staube T., Geipele 1. Regional specialization performance to be improved in Latvia for
the Multinational industrial companies. // the 14™ Annual International Conference “Economic
science for rural development™, Jelgava, Latvia, Latvia University of Agriculture, April 25-26,
2013 - certificate.

4. Staube T., Geipele 1. Industry location assessment for multinational enterprises in Latvia.
// the 2nd World Sustain. Forum, 1-30 November 2012; Sciforum Electronic Conferences Series,
2012. (http://www.sciforum.net/conf/wsf2)

5. Staube T., Geipele I. Economically Advantageous Location Assessment for the Industrial
Business in Latvia // Riga Technical University 53rd International Scientific Conference.
Dedicated to the 150th Anniversary and The Ist Congress ci World Engineers and Riga
Polytechnical Institute / RTU Alumni. Digest, Latvia, Riga, 10-i2 Cctober, 2012 — certificate.

6. Staube T., Geipele 1. Does Latvia use its advariagesus location? // 25th European
Conference on Operational Research, Vilnius, Lithuania, fuly &-11, 2012 — certificate.
7. Staube T.. Geipele I. The Latvian Construction branch development’s problems as a result

of the strategic management insufficiency. // the 7th Iniernational Scientific conference “Business
and Management 20127, Vilnius, Lithuania, Vilnius Gedeminas Technical University, May 10-

11,2012 - certificate.

8. Staube T., Geipele 1. The latvian large-sca'e shopping centers development perspective. //
the 1™ annual International scientific conference ,,Whither our Economies”. Vilnius, Lithuania.
Mykolas Romeris University, November i — 17, 2011 — certificate.

9. Staube T.. Geipele Teritorialas ckonomiskas planoSanas aktualako problému bitiba
Baltijas juras regiona (The essence of the latest economic territory planning issues in the Baltic
region). // the 3rd united World Cengress of the Latvian scientists and the 4th congress of
Letonika. Riga, Latvia, October 23, 2011 — certificate.

10.  Staube T., Geipele 1. Akiudiie teritorialas ekonomiskas planosanas modeli Baltijas regiona
(Latest economic framework in gpatial planning of the Baltic region) /co-author 1. Geipele // the
52 International Scientific Conference of RTU SCEE'2011. Riga, Latvia, October 7, 2011 —
certificate.

11.  Staube T.. Geipele 1. Scientific investigation in spatial planning of the Baltic region //
Urban sustainability, cultural sustainability, green development, green structures and clean cars
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Structure and volume of the PhD> T tiesis

The PhD Thesis is developed and writtex in English. The Dissertation consists of Introduction,
three main Chapters, Conclusions and Proposals, Bibliography and three Appendices. The total
amount of the PhD Thesis, noi inciuding appendices, is 158 printed pages. In the Dissertation,
there are 42 figures, 22 tatues, [2 formulas and 4 Appendices (that include 22 figures and 5
tables), which explain and iilusirate the research content. For the development of the PhD Thesis
246 sources of information i Latvian, English and Russian languages, which are included in the
bibliography, were usad.

The first Chapter of the Dissertation contains information on analysis of the fundamental
principles of the spatial economics, its essence and definition, assessment of the results using the
data of the Latvian commercial real estate market development in the period from the end of
twentieth century till present. In this Chapter the author has identified the role of the strategic
management in the development of real estate market and spatial economic objects and its
location in a scope of the entrepreneurial activities as well as the author has reflected the most
significant legal aspects of the spatial economic allocation of the entrepreneurial activities.

The second Chapter includes results on the economic calculation until 2020 regarding the
adaptations of the algorithm model of the forecasting a supply of the spatial economic objects for
planning the development of the Latvian high-end industrial market space. The Chapter reflects
the assessment of the regional specialization of the leading entrepreneurial activities, and
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methodology and calculation of their specialization in Latvia and the Baltics have been
developed. The author in this Chapter has summarized the results on the assessment of
development of the entrepreneurial activities in spatial location of economic modeling process,
the challenges and the nature of the Baltic Sea region, which were obtained during the research
and which has served as the basis for the author to develop the layer model of the allocation of
spatial economic objects in a system of the entrepreneurial activities.

In the third Chapter of the PhD Thesis the formal scientific aspects of the spatial
economic allocation of the entrepreneurial activities and the results of the research “Evaluating an
appropriate industrial location for multinational enterprises™ are summarized.

Content of the PhD Thesis

INTRODUCTION
1. THEORETICAL ASSESSMENT OF SPATIAL ECONOZMIC ALLOCATION OF THE

ENTREPRENEURIAL ACTIVITIES
1.1. ESSENCE OF THE CONCEPT OF THE SPATiALL ECONOMICS
1.2. SPATIAL ECONOMIC ALLOCATION IN THE SYSTEM OF ENTREPRENEURIAL
ACTIVITIES
1.2.1. Assessment of the commerciai real estate market of Latvia
1.2.2. Definition of the spatial economic objects and target region
1.3. LEGAL ASPECTS OF THE 5PATIAL ECONOMIC ALLOCATION OF THE
ENTREPRENEURIAL ACT!VITIES
2. SCIENTIFIC ASPECTS OF THE SPATIAL ECONOMIC ALLOCATION OF THE
ENTREPRENEURIAZ, ACTIVITIES
2.1. METHODS ©OF THE SPATIAL ECONOMIC ALLOCATION OF THE
ENTREPRENEURIAL ACTIVITIES
2.1.1. Models of the planning of the spatial economic allocation of the entrepreneurial
activities and development trends
2.1.2. Empirical analysis of the allocation of the spatial economic objects
2.2. FORECASTING MODEL FOR A SUPPLY OF THE SPATIAL ECONOMIC OBJECTS
2.2.1. Algorithm model of the forecasting a supply of the spatial economic objects
2.2.2. Scientific economic foundation and significance of the climate change instrument

in the spatial economic allocation
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2.2.3. Solutions for the development of the market of the spatial economic objects in

Latvia

2.3. ASSESSMENT METHOD FOR THE REGIONAL CONCENTRATION AND
SPECIALIZATION OF THE ENTREPRENEURIAL ACTIVITIES
2.3.1. Scientific aspects of assessment of the regional concentration and specialization of
the entrepreneurial activities
2.3.2. Spatial economic calculations of specialization of the entrepreneurial activities in
region
3. EMPIRICAL STUDY OF THE SPATIAL ALLOCATION OF THE
ENTREPRENEURIAL ACTIVITIES
3.1. EMPIRICAL ANALYSIS ON THE CHOICE OF A FEASIBLE LOCATION FOR THE
ENTREPRENEURIAL ACTIVITIES
3.1.1. Scientific foundation of allocation of the spatial economic objects
3.1.2. The results of the research on a choice of a feasible location for the entrepreneurial
activities in Latvia
3.2. SOLUTIONS  OF SPATIAL ECONOMIC ALLOCATION  OF THE
ENTREPRENEURIAL ACTIVITIES FOR THE FOREIGN INVESTORS
3.3. PRACTICAL APPROVAL {©f THE MODEL OF SPATIAL ECONOMIC
ALLOCATION OF THE ElNTREPRENEURIAL ACTIVITIES IN LATVIA
CONCLUSIONS AND PRGPOSALS
BIBLIOGRAPHY
APPENDICES
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MAIN SCIENTIFIC RESEARCH RESULTS OF THE PhD THESIS

1. THEORETICAL ASSESSMENT OF SPATIAL ECONOMIC
ALLOCATION OF THE ENTREPRENEURIAL ACTIVITIES

1.1. Essence of the concept of the spatial economics

The boundaries between producer and a customer evanesce under a pressure of
globalization. In the economic literature, location as a placement of the real estate objects takes
one of the central roles as economic meaning and a major concern for the entrepreneur to occupy
the advantageous placement for realization of the goods and/or services. A new technological era
with fast paces spreads the opportunities of virtual trade. Freedom: of movement of labor and
capital between the countries consequently reduces a space atic distance. However, the existence
of the goods’ production, storage, transportation, disposal, use by the end customer and further
utilization identifies the necessity of the physical allocation 6 those economic activities.

Since 1990 there has been a renaissance of thecretical and empirical work (see also
Chapter 2.1 of the PhD Thesis) on the spatial aspects of th¢ economy - that is, where economic
activity occurs and why [22]. Krugman’s hypathesis suggests that regions become more
specialized and industries become more concentrated with economic integration. There are
different essential meanings that build the content of spatial economics given below in italics and
summarized in Table 1.1.

Table 1.1
Identification of the content of snaiial economics [presentation of the author’s analysis]

Group of determinants dC T Indicators (factors, terms)
Institutional Environmental impacts and regulations, spatial
planning,  sustainable  European  development,
comprehensive planning

International trade Competition effect, foreign direct investments,
investment environment, multinational cooperation,

industrial organization

Location analysis Industrial location, local market particularities,
territorial potential
Neoclassical Agglomeration  economies,  economic  growth,

globalization, infrastructure (in particular, transport
infrastructure), regional specialization, relocation

Considering the ,.,competition effect” [30], ..local market particularities” [28, 65, 72, 122]
and .investment environment” [20; 33; 71; 106; 127], .locational strategy” [67; 80].
multinational cooperation™ [133] and .agglomeration economies™ [21, 26, 49, 63] for the
countries with the unbalanced commercial real estate market development like it is stated for
Latvia (in the thesis statement of the Dissertation) the author connects two general blocks:
regional economic planning and real estate business as a support function to industrial market

16



development. The emphasis on the regional economic planning is often directed towards
stimulating commercial environment of regions in a country.

Spatial economic aspects might not be accepted within a frame of architectural field. The
architecture’s purpose is to create unified multidimensional design. The spatial economy makes a
platform for the comprehensive planning. In this regard, a spatial architectural design serves as a
tool to visualize the results of the contemporary spatial economic processes and trends to the
harmonized internal or external design.

Based on the research results presented in the Dissertation the author enunciates the
following definition: spatial economics is a field of modern economic science where the models
are developed and a set of criteria (determinants and conditions) systems of production capacity
and related business activities, rational distribution and movement in place and time, following
the principles of sustainable development and developing real estate market development trends,
is analyzed.

1.2.Spatial economic allocation in the systern of entrepreneurial activities

1.2.1. Assessment of the commercia! ireal estate market of Latvia

After regaining of independence, Latvia has moved from the administrative command
economy to the market economy. This process is still continuing. Since the mid 1990ies a time of
the Latvian flourishing growth when our state politics had focus on preparation to joining the EU.
Analyzing commercial real estate property sectors (retail, hotel, offices, industrial) it is obvious
that the largest developments and investmenis are done within the past decade in Latvia. Fifteen
years ago, there were no large-scale shopping centers in Latvia or square meter (hereafter — sq.m)
per 1.000 inhabitants. Two years ago tire Latvian modern industrial real property stock accounted
0.45 million sq.m (24 times less than in Sweden and 8 times less than in Czech), that is 2,900
euro of the industrial capacities per i sq.m of the modern industrial premises (that is 3 times
higher than in Sweden and 7 iimes less than in Czech). Conditions of easy terms in the credit
financing stimulated the developers and investors on the orientation on the short building
construction terms. That caused ambitious growth of new projects’ number and poor quality
standards of the bui'dings. However, the real estate projects supported by the infrastructure
development schemes by the government are rare cases in Latvia. The projects look uncompleted.
High vacancy rate is a typical feature of the Latvian real estate market for already 5-7 years. The
segment with the highest risk, but also the best-expected development in total return — is
therefore prime logistic properties in Riga [99]. Total stock of high-class industrial premises in
2012 grew up to 477,000 sq.m under the premises division of 71% speculative (338,000 sq.m)
and 29% built-to suit (139,000 sq.m) [43]. All this property is located within two major
destinations: Riga’s suburbs (20km from Riga), accounting 40% of the high-class industrial stock
in Riga and 60% of the stock outside of the capital but within the closest surroundings.

The construction in Latvia has always been one of the leading economic sectors — that is
written in the Report on development of the Latvian national economy [91]. The author does not
agree to this. Construction is a relatively labor-consuming process and on the national scale, it
draws in a considerable part of capital investments [58]. The author has analyzed the economy
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structure for the period from 1994 to 2010 in Latvia applying method of analyzing the Gross
Domestic Product (hereafter- GDP) added value breakdown by branches that allows to look at the
annual income proportion in economy for each branch excluding subsidies. The results have
shown that construction is the integral part of the national economy and it may be characterized
as service branch. Planning the manufacturing first raises a demand for the premises where the
manufacturing would start and processed [119]. Construction stock increases at the stage of the
market development and appears before the volume of other branches raise. The results of the
carried research summarize the real estate economy theory, which marks that changes in real
estate market demand are the consequences but not the reasons of the general economy process
[19]. The construction sector reacts very sensitively to changes in the economic situation in the
state [62; 111].

Compared to 2008, a number of insolvencies announced in the construction sector last
year has almost tripled, in turn already 350 construction companies have been announced as
insolvent in the first half-year of 2010, which is 13% of the tctality of companies.

Even in the capital city, the most of old factories” territories around are included into a
category of lapse or degraded territories. The laiest siatistics of Riga city development
department counts 460 degraded properties [15]. Sitch examples are found all over Latvia.
Totally counting 3.563 objects in 2010 [122]. According to the latest official information, the
experts agreed that the infrastructure services in Rige require holistic improvements. Almost half
of the city’s territories are valuated at level lower thian good [108].

Analyzing what has happened in tiic Latvian economy, a question rises, if the analyzed
statistical data indicate that the representaiives of the aforementioned sectors, in particular, the
construction sector, are unable to change strategy timely and keep running business. The author
asserts that, according to empirica! studies that have been approbated by scientists already in a
period of several decades earlier and proved in contemporary business activity, a timely and
correctly selected strategy of a company, which is secured with professional strategic
management, prevents cases of insolvency, but rather timely change of the strategy and
continuation of the company’s operation. If a company keeps track of changes in the selected
parameters, such as indicaiors of market changes, then these external changes only help this
company’s operation and de not allow the considerable critical errors that would cause the
company’s default. Regarding the current local real estate market’s stagnation stage and recent
increase of a number of the insolvency cases. the Latvian real estate market’s participants mainly
stay at the development phase 1(Creation), rarely at the phase 2 (Formalization). A big number of
the local units collapse at the management crisis and bureaucracy crisis. The foreign capital
creates alternatives to expansion. However, formalization and control could become a bottleneck
to a successful and efficient operating of the business in Latvia. The author has put to the carried
survey the criterion of the headquarters’ control on the decisions of allocating the business
activities. The results are presented in the Chapter 3.1.2 of the PhD Thesis. The author suggests
two strategies for the local construction companies: complex distribution channels strategy, when
two or more distribution channels are involved and interdependent comprehension strategy, the
strategy targeted to solve the conflicts of the constant informal interaction with the purpose to
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share the goals and ideas, applying the unified Customer Relationship Management (CRM)
database system management [1].

Change of corporate system is determined by the company’s resources and ambitions of
the manager, operating time of the company in the market, number of employees, size of the
business, and also competition. In a market with low competition density, success of a company
is defined by the size of material assets, however with the competition intensifying; amount of
assets of market leaders is almost equal. In such a situation, the winner is the company that has
managers with more experience in strategic management and higher abilities to create
competitive products by usage of material assets. Crisis situation does not have to be awaited in
order to facilitate development of a company and its transfer to the next development level.

A modern production environment reasonably requires a management control system that
is tailored to fit the specific circumstances of this kind of organization [ 128].

1.1.2. Definition of the spatial economic okjects and target region

The location of manufacturing companies or plants is a major concern for managers,
entrepreneurs and policy makers [27]. During the iesearch process, the author focuses attention
on the interaction of three groups of business areas highlighted in the study: 1) manufacturing and
agriculture, 2) commerce and services, and 3) construction as a support industry, which in total,
significantly influences the development of reai «state in Latvia. As a result of the research, the
author concludes, that the aforementioned areas are the ones which shape the functionality of the
territory of Latvia.

The main limitation forming the subject of the PhD Thesis mentioned in the Introduction
is analysis of the entrepreneurial activitics within the locations of the industrial use, primarily
creating commercial real estate ma:izei of modern industrial premises and secondary - the large-
scale retail property according to the presented in the PhD Thesis classification. Retail property
has been analyzed as a place of industrial products’ realization.

According to officiel terms and definitions of Commercial Real Estate Development
Association, industrial preperiies are determined as facilities in which the space is used primarily
for production, researchi, development, service, storage or distribution of goods and which may
also include some office space. Classification of the industrial type buildings comprises
manufacturing (premises used for the conversion, fabrication and/or assembly of raw or party
wrought materials into products), warehouses (a facility used for storage and /or distribution of
materials, goods, merchandise) and flex buildings (the property designed to allow its occupants
flexibility of alternative uses of the space, usually presented in an industrial park setting) [45].

In Urban Land Institute editions, the author found more groups of classification of the
industrial property: multitenant, freight forwarding and data switch centres [132]. The industrial
property type is narrowed to high-class (A and B) or modern industrial properties, according to
professional categorization used in the local Latvian market [43; 99]. The shopping and
entertainment centres considered to be large format real estate objects. The author has prepared
the classifications considering the larger sizes of the observed commercial real estate properties
in accordance to its potential acquiring the demand of the foreign investor companies. The author
has made the suggestions analyzing the official professional information [75; 78; 86]. Hence, the
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large scale retail property in the developed classification meets the minimum gross leasable area
(hereafter —GLA) parameter’s requirement of 10,000 sq.m size in stead of 5,000 sq.m.

The author’s reading of a spatial economic location of the business (entrepreneurial)
activities is presented in a scheme in the Figure 1.1 and comprises three interactions units: two
business units, where the collaboration partner is another businessmen, developer, realtor,
supplier, construction contractor, either public authority or any other business unit except local
inhabitants, which are defined as a society in a context; and the local society, which is involved
as a labor force.

Society (State)

Businessman Business
(Investor) collaboration

Fig. 1.1. Scheme of the spatial economic location’s identification in the system of the
enticpreneurial activities, [author’s development]

In a context of development of the industrial property market, the scheme suggests that
the spatial economic iocation is a territory of placement of the business or entrepreneurial
activities analyzed as a system. This location may be presented as a place of producing,
promoting or selling and buying the goods. The location is developed as the commercial real
estate property with a growing value added. It is not a building but a spatial item that has a
surface and surroundings. In that location a commercial real estate object as a spatial economic
object is developed. The local authorities might provide the advanced transport infrastructure and
communications in support of the current location development for the interest of the country’s
territorial development.

The analysis of the neighboring countries economic activities is indispensable input into
the economic recovery process. The author analyzes the Baltic Sea Region (hereafter- BSR)
namely includes the following areas: EU member states Denmark, Estonia, Finland, Latvia,
Lithuania, Poland, Sweden and northern parts of Germany, as well as the neighboring countries
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of Norway, north-west regions of Russia and Belarus) in a frame of territorial development and
spatial planning adaptation and evolution for Latvia. Two radiuses of the entrepreneurial
activities destinations or ferritory’s cooperation and impact radiuses are marked (see Fig. 1.2).

Fig. 1.2. Map of territory’s cooperation and impact radiuses of Latvia [author’s development]

First radius (R1 (LV)} indicated for Latvia includes the border states: Lithuania, Estonia,
Russia and Belarus. The second radius (R2 (LV)) accumulates the investments assets from the
closest countries of the Raitic Sea region: Finland, Sweden, and Norway and next to the
neighboring overland partniers Ukraine and Poland.

1.2. Legal aspects of the spatial economic allocation of the entrepreneurial
activities

The European spatial planning policy is among the world’s targeted actions conducted
nowadays. There are certain boundaries as subsequent from difference in countries legislation.
An addressee hearing the translated term compares automatically with what is known of the own
system attributing the translated term another connotation. This requires an interdisciplinary
approach for further research ideas aiming for harmonization [46]. According to official
information analyzed and presented within this Chapter, the author highlighted the main legal
issue development paces of the Visions and Strategies for the Baltic Sea Region (hereafter -
VASAB) in Figure 1.3. First, from 1992 up to 2005, when it was agreed to stimulate and support
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projects that create model solutions, and organize exchange of knowledge on spatial planning and
development approaches. The second period starts with decision on the long term perspective or
LTP, that includes the issues like identification of the specific development assets, potentials.
integrative trends and main global processes influencing the BSR spatial development in a long
run, provision of a comprehensive overview of the main BSR actors and plans with a spatial
impact and also the instruments to guide and coordinate policies for a better BSR integration.
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Fig. 1.3. The informative logical sequence imodel of a historic view on the legal aspects of the
spatial economic allocation of the entreprencurial activities [author’s development]

From a total amount the highest Interest is for climate change (the evidence of the thesis
No. 2 of the Dissertation) and territorizi eifects on regions and local economies in Europe (here
and further in a paragraph the author defines the maximum and minimum shares of beneficiaries
in a project from total BSR research budget within ESPON 2013 programme: Germany adopted
9%, Norway — 3%): services of general interest (Sweden had over 6% from total BSR budget,
Germany — 2%); transport accessibility at regional and local scale and patterns in Europe
(Germany got 9%, Poland — 1°%4}; European territorial cooperation as a factor of growth, jobs and
quality of life (Poland allocated 7%, Finland — 3%).

Spatial planning is relatively new term for the Baltic Sea Region. Nowadays under the
pressure of globalizaiiori, the European state authorities work on shaping the policies at
intergovernmental cooperation level with a target of territorial policy-making and entire
integration across Europe. Since December 2011 the Spatial Planning Development Law [10] has
already the third statutory wording. That states, that spatial planning development has cyclical
and continuous pattern.

The new Latvian National Development Plan 2014-2020 (recently proposed for adoption
to Saeima by the Cross-Sectoral Coordination centre) states that manufacturing productive
efficiency is 4 times lower than EU average level that narrows the local economy’s capability to
reach the maximum potential capacity [48]. Decrease in regional specialization in Latvia within
the past decade considers low rate of national competitiveness [115]. Definition of specialization
and an effective usage of grants could change situation and promote economy development in
Latvia [16].



When analyzing the agriculture and industrial development prospects and business issues
in Latvia inefficient use of land and a surplus is considered to be a problem while in other
countries there are discussed of land shortage stated in “Land Policy Guidelines from 2008 to
2014 [12; 23] prepared by the Ministry of Environmental Protection and Regional Development
of Latvia. Despite the historical success, at present the weighted average land quality assessment
in Latvia is 38 points, which, having regard to the climatic conditions of Latvia, is considered to
be the minimum level of fertility in respect of the land used in agriculture in order to ensure
commercially viable agriculture [91]. According to worked out by the Ministry of Economics
Action Plan 2012 to Improve Business Environment in Latvia accepted in the same stated year
(April 2012) [11] the project of the same type plan for 2013 had to be sent to the Cabinet Council
by middle of February 2013. By May 2013 the document has not been accepted yet. There is a
lack of consistency of the strategic decisions of the state authoriizes and its interpretations and
tactic implementation by the related organizations. As a sambpie, ihe informative Report on the
strategy of attraction the foreign direct investments until 2015 prcpared in April 2011 [7] was not
completed by the detailed and comprehensive analysis on the situation and available resources.
That was admitted by the members in the meeting of the beard of coordination of the large and
strategic investment projects leaded by the Prime Minister on May 19, 2011 [8]. Another
example, the Ministry of Economics of the Repubiic of Latvia in the above mentioned Report
points to the following tradable branches: manufacturing; transport, logistics and communication;
mining and quarrying; agriculture, foresting and fishing; fishing and aquaculture and related
services [7]. However, within the framewock of the POLARIS tool, which is provided by the
Investment and Development Agency of iatvia (hereafter - LIAA) and announced to be used by
foreign direct investors to establish the iong-lasting relationships with the Latvian partners and
institutions, the following industries are named as the most targeted sectors of economy for
attracting foreign direct investment {(hereaiter — FDI): woodworking, metalworking, machinery
and electronics, transport, life sciences, healthcare, greentech and 1T.

2. SCIENTIF1C ASPECTS OF THE SPATIAL ECONOMIC
ALLOCATION OF THE ENTREPRENEURIAL ACTIVITIES

2.1. Methods of the spatial economic allocation of the entrepreneurial
activities

2.1.1. Models of the planning of the spatial economic allocation of the
entrepreneurial activities and development trends

Spatial development in the Latvian sustainable development strategy until 2030 is defined
as evolution of the territories in all dimensions: economic, social, environmental and physical
[126]. The knowledge-based economy meaning introduced as the triple helix model analyzed by
Leydesdorff in “Understanding the dynamics of a knowledge economy™ [82]. The diversity of
forms of regional governance is in part due to contrasting historical trajectories and socio-
economic structures of the metropolitan regions, and to the organization of the German federal
system, built on the principles of subsidiary and strong regional and municipal autonomy. This
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finds expression in, for example, a multilevel planning system in which the federal state merely
provides framework legislation and guidelines for regional planning [69]. Andreas Faludi
proposed a ..motion for resolution” acknowledging the importance of territorial cohesion and
appropriate policies. The future of territorial cohesion policy is intimately related to the future of
cohesion policy post-2013 to be ‘place-based’. If adopted, this would move territory and
territorial cohesion to centre stage [60]. Knieling and Othengrafen elaborated on conceptual
aspects of new regions and provide a full set of different spatial entities, from metropolitan
region, to supra-regional partnership, to meta-region, to — finally — macro-region [74]. The results
of a research indicate that the majority of Europe is moving towards the comprehensive
integrated approach and the regional economic approach [120].

Theories of modern industrial policy developed by Mr D, Rodrik, Mr M. Porter, Mr R.
Hausman and other theoreticians of economics, as we!ll as ihe framework of national
competitiveness and regional innovation model are adapted within the framework of modern
industrial policy in Latvia [55]. The author concludes that the horizontal and vertical
collaborations of the Latvian sustainable development strategy till 2030 need to be supplemented
by one more scope — the geographical integration (actcss borders) that is an important stage of
the countries” mutual cooperation reflected in ESPON programme and a book of Diihr et al.

Multiple criteria decision analysis (MCDA) is an operational evaluation and decision
support approach that is suitable for addressing complex problems featuring high uncertainty,
conflicting objectives, different forms of data and information, multi interests and perspectives,
and the accounting for complex and evolvitig biophysical and socio-economic systems [134].

There are a number of scales where spaiial planning modeling is used — general territory
planning comprising the general look anud overall planning like “hypercube” model [61] or
VASARB strategic model.

The detailed view or separaic issues are held by the scientists and targeted projects. The
author marks the originality of separate approaches like a new landscape-evaluation methodology
that consists in a technical learning process to be undertaken as an essential component of spatial
decision-making [35]. G. Brunetia and A. Voghera write that each territory can define the role of
the assessment action in the iandscape planning process within the same assessment procedure.

2.1.2. Empirical analysis of the allocation of the spatial economic objects

The globalization proceeds the capital relocations. The most essential contemporary
works on investigation of the empirical studies in industrial locations and impact of economic
integration on regional specialization and geographic concentration of industries are done by the
scientists Mr.Arauzo-Carod from Spain [27] and Mrs.Siedschlag from Germany [126]. The basic
econometric tools in empirical studies on industrial locations are Discrete Choice Models
(hereafter — DCM) and Count Data Models (hereafter —-CDM). DCM solves the problems of
location decisions on the concrete site estimation. It counts data from the chosen territory unit
(population. infrastructure, competition, supplement products etc.), characteristics of the site
(size, utilities” capacities, allowed construction parameters etc.). To carry the likelihood analysis
with a help of DCM model the factory’s and/or a company’s parameters are acquired. CDM
works at macro- and meso- level, considering spatial factors of geographical (municipality,
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region, city etc.), political (legislation, taxes etc.), social-economic (population income,
demography dynamics etc.), environmental (pollutions, climatologic and climate change issues
etc.) and technological (level of industrialization, innovations etc.) factors’ analysis that might
have an effect on the development of the chosen location area. Discrete Choice Models are the
dynamic models (LIMDEP, Maplnfo, ArcGis etc.), but computational burden is not an issue in
Count Data Models generate the observations from zero-entry locations not only contribute to the
likelihood function but provide interesting insights into the data generation process. Those
specifications of CDM may be solved by available statistical packages (LIMDEP, Stata etc.) [27:
94]. The author summarizes the determinants given and studied in the above-presented models as
resume considered for the scientific aspects analysis and practical solutions, one of the samples is
given in Table 2.1).

Table 2.1
Resume on the leading empirical location studies for manufacturing sector and plants

since 2000. Count Data Models, [authoi’s presentation]

Type Author, country, Main determinants
of the year of the research ' — il - .
model study determinant of positive statistical determinant of
signiticance negative statistical
B significance

Count Alanon et al., ES, | Human capital, agglomeration | Distance to main
Data 2007 [21]; | economiez,  local  value  added, | cities, urbanization
Models Arauzo, ES, 2005 | urbanization  economies, industrial | diseconomies,

[24], 2008 [25]; | agglomeration and employment share, | industrial  diversity,

Arauzo and | service agglomeration and employment | commuting  intensity,

Viladecans, ES, 2009 | share, population density, previous | distance to county

[26]: | entries in the own sector, distance from | capitals and main

Barbosa etal., PT, | central city, foreign penetration, | cities, human capital,

2004 129]: | productivity, sector dimension, product | distance from central

Basile, IT, 2064 {315 | differentiation, infrastructures (specific | city, wages,
Becker and | to country needs and foreign trade), | agglomeration

Henderson, US, 2000 | port infrastructure road infrastructure, | economies, labor

[32]; | unemployment, manufacturing | costs, rail

Cieslik, PO, 2005 [40; | employment, attainment of air quality | infrastructure (specific

41]; | standards, GDP, shared border with | to country needs and

Gabe and Bell, US, | EU-members (European case), | foreign trade), shared

2004 [64]; | education, border with non EU-

Guimaraes et al., US, | local public investments (American | members (European

2004 [66]; | case), localization and urbanization | case), land costs,

Holl, PT, 2004 [68]; | economies, market size, sectoral | taxes, sectoral

List, US, 2001 [84];
List and McHone,
US, 2000 [85];
Manjon and Arauzo,
ES, 2007 [87].

diversity, supplier accessibility, county
surface, county capital,
entrepreneurship.

specialization,
environmental
regulation.
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According to Arauzo-Carod above-mentioned studies, the environmental regulations as
one of the institutional factors assessment appeared first in the American researches, having “0”
significance in the late 1980s and positive effect ten years later. The empirical evidence shows
that one determinant may have different effect on location — positive in one case and negative in
other. Hence, close destination to main city (distance from central city) is positive factor when
the location is suburban and when infrastructure network (commuting intensity) is well
organized, otherwise even close distances have negative effect on such locations’ assessment. In
particular, the distance to host countries like moving the assets to CEE countries (case of France,
[49]) is found as location of the longer distances and so negatively effecting the assessment. This
suggestion supports the author’s estimation on the radiuses, where France is located outside the
determined territory’s cooperation radiuses (see Fig. 1.2). In general, proximity to home market
and target markets, which is advantageous geographical lccarion of the country is measured
positively. Plants agglomeration and rising competiticn create advantageous business
environment in the area. However, in the cases of an tunbalanced real estate market when
counties and regional development level is reasonably lower than urban, the agglomeration turns
to negative locational factor. The above-presented anaiysis supports thesis No.l of the
Dissertation.

Global economy & —>{Climate change

I I
I I
| I
| I

]
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| .
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| s Fianeisbuistalizatio
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l‘/ —K“§> Local economy,

T

National economy
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Fig. 2.1. The layered model of generating of the spatial economic allocation in a system of the
entrepreneurial activities [author’s development]

Within the framework of the Dissertation the author replaces TNCs [54] for the multinational
enterprises (MNE). The author did not find an evidence to the thesis No.2 within a research
works of the European scale presented above. However, a climate change factors appear as the
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determinants in the research of the American scientists and in the legal documentation of the
ESPON 2013 programme (see Chapter 1.3). In the presented Figure 2.1 the author puts an accent
on the climate change instrument as addition to Dicken’s “Global Shift” model [53] as a new
trend and suggestion by introducing the algorithm model of the forecasting a supply of the spatial
economic objects and its adaptation for the Latvian modern industrial property market
development in the next subchapters.

2.2. Forecasting model for a supply of the spatial economic objects

2.2.1. Algorithm model of the forecasting a supply of the spatial economic
objects

The logic of the introduced model is to find solutionz for the Latvian modern industrial
property market development is demonstrated in Figure 2.2, presented by the author in a number
of the scientific conferences and publications [17; 112; 113: 1 17; 118; 120].

The detailed information on data, methods and assuriptions is given below according to
each part’s division prepared on a sample of practical solutions found for Latvia and presented
further:

A. Modeling of the climate change projections

Al. The research is relied on the ENSEMBLES project, a scientific prediction system for
climate change as one of the options with multidimensional calculations” results in global and
regional Earth System models, where the base of the meteorological research data obtained from
the member countries has been adjusted by the unified method with high resolution [118]. The
atmospheric temperature data projecte:: for 2035 accepted for Latvia were compared to the rest of
the Europe’s historical average data fixed in 1961-1990.

A2. The seasonal atmospheric temperature projections for the capital cities were assimilated to
the countries’ data. The comparison on the retrieved statistics was made with the deviation
limitation assumption of +/- (.5°C.

A3. The discussion for the academic environment consider the analytics to be adjusted with
the wind speed. relative humidity, surface pressure, precipitation, soil moisture, sea ice
temperature and other measures to complete the data set. A precise climate data processing and
analysis from the ENSEMBLES is available under formal framework of a project
agreement involving the climate change professionals that is suggested for the future
investigation on the issue.

B. Making a forecast on the high-class (modern) industrial property stock and manufacturing
capacity

B1. The structural analysis of the national economies development for the comparative countries
was made with the following assumptions: 2009 is accepted as a determinant year with effect
from financial crisis to build conservative projections in order to keep to the scenarios under the
influence of stagnation and calculations’ result might correspond to the principle of gradual
economic recovery. The analysis of the Latvian economy development data was compared to
1998. when the economy was not stable in general after regaining ot independence, but the policy



was focused on the development and joining the European Community (from 1996 till the middle
of 1998 the average annual GDP growth was 6% [92]).
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Fig. 2.2. The algorithm model of the forecasting a supply of the spatial economic objects
[author’s development]

Results of 1998 were partially affected by the beginning of the Russian economic crisis that made
the natural adjustment of the economy of Latvia [18; 92]. Two periods for Sweden were
observed: before and after its joining the European Economic Community in 1995: the years of
1984, 1998, 2009, the Czech Republic’s statistics was calculated from after recognition of its
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independence, the years of 1995, 1998 and 2009. For making interim projections, statistical
indicators of 1998 were studied for all countries. The data source is national and EUROSTAT
statistics.

B2. The data was collected and recalculated according to gross domestic product (GDP)
deflator’s formula.

B3. The chain-linked reference year of the statistics is 2005.

The author has come to conclusion that the character of the dynamic series of the added value
produced in the national economy during longer time period in comparable prices significantly
differs from the character of the added value of the series in actual prices. But the values of the
parameters included in the trend functions of the longest and shortest period are higher than those
of the trend functions of shortest time period, which indicate graduai increase of the value added
growth intensity at the same time shortening the length of the dvnamic series [20].

B4. Comparison and forecasting of the potential growth in valie added of manufacturing in
GDP were made from the compound average annual growtk rate formula [ 14].

BS5. Forecasts of 2020 is a milestone in making projections for 2035. The GDP volume in 2020
in Latvia was adopted from the World Economic Prospects 2010 [57] and Austrian Academy’s of
Sciences on the population prognosis [18; 109].

B6. Comparison on manufacturing gross value added per 1 sq.m of modern industrial property
in Sweden is done on Stockholm’s data recaiculaticas [124], information on overall Sweden is
not available, 56% is taken as large cities’ vaiue in the total manufacturing in Latvia [39].

B7. The comparison on value added of rnanufacturing is made with the planned for 2020 in
the Latvian National Development Plan [48].

2.2.2. Scientific economic fouandation and significance of the climate change
instrument in the spatial economic allocation

Environmental changes come io itie front of spatial planning making the societies to exchange
with the technologies and kncwledge on the regions geo, flora and fauna particularities.
Environmental impact assessment is referring to the climate change issue. Earth’s wealth, land
rents and the geopolitical sitvation of the country determines types of land use and directions of
economic developments. With change of the weather conditions, economic development
priorities of the country can change as well. When developing a specific model of sustainable
development, which aims to identify potential industrial space real estate market size, the issue of
climate changes can not be ignored. Among the main markable meteorological and climatologic
factors for the industrial real estate location development planning the Met Office scientists
suggested temperature, precipitation, snow and ice accumulation, wind speed, gusts, ground level
and at height. The Latvian scientists theorize and pose the following climate change factors of
influence on the Latvian territory:

1. increase of a number of dryness periods in summer;

2. high temperatures in winter;

3. increase of heavy rains, vehement winds and wind waves incidents;

4. increase of a flooding risk — the territories of a flooding risk potential and periodicity of

flooding incidents increase in Latvia and scope of damage during the river floods or wind
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waves at the sea coasts, including the washing away the coastal territories at storming
weather grows [3].
The first two factors are accepted to be determinant in the different countries climate
comparison in the current research of the PhD Thesis.

Table 2.2
Selection of the comparison on Riga’s summer and winter atmospheric temperature data from the
ENSEMBLES project [author’s calculations and presentation]

Riga’s forecasted versus

comparative climate intervals, °C
§

Country selection/ season, rate summer i winter
Latvia (Riga), in 2035 -1 [ 2.1
Belgium (Brussels) _ =023 | 6.5

stonia (Tallinn) [ 2. - . | 2.4
Lithuania (Vilnius) -0.6 -2.7

Poland (Warsaw) _ _ 0.3 | 0.6

| United ngdom (Lodon) S - -0.5 | .5

Note: see A1-A3 in the data, method and assumptions section above

In accordance with the results of the analysis of the mean temperature in Europe, it is
forecasted that over the next 25 years tiie temperature increase will be 1.52 ° C in summer and
1.64 ° C winter per year. Analyzing Riga average summer (+17.2 © C) and winter temperature
forecasts (-1.8 © C) of 2035, a starclard deviation range of + / - 0.5 ° C was determined. The data
show that summer and winter temperatures of the climate change in Riga in 2035 is comparable
to the Prague and Stockholm fixed atmosphere temperature indicators.

According to the data indicated in Table 2.2 it can be concluded that summer temperature
indicators are mostly within the iimits of acknowledged deviations. Table 2.2 resumes the results
from Latvia assimilation to Czech Republic and Sweden in the experimental investigation
(“Indicators™, “Stepl™ of the algorithm model of the forecasting a supply of the spatial economic
objects). Complete climate match in nature cannot be found and reached. Countries are located in
different geographic areas of the natural environment: Latvia — on the Baltic Sea coast has a
relatively mild and humid climate, the Czech Republic is in the a middle of the continent, in the
mountain area of Central Europe, far from the coastal area, which is characterized by a moderate
continental, but mild climate, but Sweden is under the influence of the Atlantic air masses.
Sweden has a transition climate - from the maritime to the continental as its east coast is
completely laved by the waters of the Baltic Sea but to the West there is the territory protected by
a mountain area [79; 123; 125]. However, south of Sweden is characterized as mild climate area.
Since in Latvia, Czech Republic and Sweden there are common climate features: mild climate
and comparable temperature indicators, the author has chosen to perform analysis of
economically statistical data of the aforementioned countries.
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2.2.3. Solutions for the development of the market of the spatial
economic objects in Latvia

Latvian GDP forecasts for 2020 in accordance with the global market research company’s
Euromonitor International report data per 1 person makes up 17.029 U.S. dollars [57], or 13.402
euros. While, according to the forecasting data of the Austrian Academy of Sciences, in 2020 the
expected number of population is 1.803 million people [109]. According to the analytics
summarized from the official statistics [38; 39; 44; 70; 73; 98; 110], the volume of the Czech of
modern industrial real estate market of 2009 makes 3 1% of the market volume in Stockholm, but
it more than 7 times exceeds the total supply of this market niche of Latvia. If the added values of
the industry sector are compared in comparable prices, the indicator of Stockholm as the capital
city is only 5 times less than the added value of the entire industry secior of the Czech Republic.

For the industry sector, during the period from 1998 ta 2009 the Czech Republic and
Sweden have almost similar average growth rates: 1.03 and i {0, respectively. As to the final
forecasting results for 2020 for Latvia, according to the Swedish data scenario, the share of the
industry sector was proportionally aligned to the impact of tne capital city and its surroundings
(Riga with its suburban area) on the proportion of the tota! GDP of Latvia. The Czech market is
characterized by low supply level (compared to thc market demand), but large turnover in the
sector, while in Latvia there is too large premise space volumes and high level of vacancy rate,
because it exceeds the market demand and corresponds to low production capacities. However,
there are important differences to be taken into account - industrial real estate market of Latvia is
underdeveloped, the potential of the favorabie geopolitical situation is not spread used as well as
there are significant barriers for the entry of new production plants (inadequate tax policy, lack of
infrastructure development and other reasons). The assimilated territories” industrial and
agricultural branch growth dynamics is analyzed making the economically justified proportions
in the branch development tendencies (“Step 27, “Step 3™ in the algorithm model of the
forecasting a supply of the spatial economic objects). In comparative analysis, the manufacturing
branch’s value in national eccnomics increased 1.4 times in the Czech Republic since 1995 and is
higher than in Sweden, where the share of manufacturing value added is 15% from GDP in prices
of 2005. On the resulted data of the presented the algorithm model of the forecasting a supply of
the spatial economic objects in Tables 2.3 and 2.4 (“Step 47), the author has come to three
scenarios: fast growth, censervative and a mean scenario.

In accordance with the obtained results, if the first scenario is implemented, then almost 2
times higher manufacturing productivity can be reached having modern industrial property
market, which is half less than the existing one. While, the Swedish scenario reflects the situation
that in comparable prices Swedish industry productivity is quite low. This is explained by the
lowest inflation rate in Sweden (average annual change in the price index recorded in six leading
sectors of the economy in 2000 constant prices from 1998 till 2009 year in the Czech Republic
was 0.8% and in Sweden - 1%). Thus, the projected added value of manufacturing industry from
total economy in the Latvian National Development Plan looks even 167% ambitious from the
projected within the Czech. According to the calculations results, Czech scenario is acceptable
for Latvia only if the current market situation considerably changes, that is the Czech example
would expect the remarkable capital inflows and efficient production. The numbers tell that the
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projected manufacturing capacity of 1.03 compound average annual growth rate would require
53% less of the current high-class industrial property stock in Latvia. The Swedish practice is
called conservative as it does not suggest fast economy growth paces, but high-class industrial
property stock would have need almost 3 times larger space, and, evidently, manufacturing would
not be concentrated in the capital city (that productivity per 1 sq.m of high-class industrial
property shows).

Table 2.3
The results from the author’s calculations on the algorithm model of the forecasting a supply
of the spatial economic objects for 2020 [author’s calculations and presentation]

Czech Swedish Weighted
Ratio\ Country’s scenario scenaric scenario average

Fast grov/th
(iripetuous | Conservative |  Mean

Scenario in a context of manufacturing branch devzlopment) 2) (3)
capacity L~7(1)
Real Gross Domestic Product, million EUR (B3) '_ 24.165

Gross value added, million

’ )

EUR (B3) . 2,910 1,900 2.405

Gross Value Added, %, 2020 12.04 7.87 9.95

Compound average

annual growth rate L4 s Lal
Manufacturing | Gross Value Added. % (B7) 20
branch (C code | [48] B B =
by NACE rev.2) [ Gross Value A dded. aititude to

the official proginnsis above, 0.6 0.4 0.5

index (B7)

Productivity per | inhabitant,

EUR 1.614 1,054 1,334
I\/'lanufactu!'mg gross valuz added per | sq.m of 12,300 $10 (B6) 6.555
high-class industriai vroperty
ls-(l;il;l-class industrial property stock, fact, 2009, 450,000
High-class industrial property stock, sq.m 236,600 1,398,000 772,300

Note: see B3, B5, B6, B7 assumptions in data, method and assumption section in Chapter 2.2.1. Rounded data
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Table 2.4
Coefficients summary on the Latvian forecasted research data comparison to 2009 official data
[author’s calculations and presentation]

Ratio/ Country’s Scenario 1 2 3

Agriculture gross value added 0.43 0.78 0.60
Manufacturing gross value added 1.3 0.86 1.09
Manufacturing Gross value added percent from GDP in 2020 0.73 0.70 0.71
Productivity per | inhabitant 1.64 1.07 1.36
High class industrial property stock ‘!|_- 0.53 2.91 1.72

According to scenarios information the following development perspective is suggested
as a mean scenario: 1) a stock of the modern industrial preperties could grow up to 772,300 sq.m;
2) the manufacturing value added of 2020 would increase by i.09 times from the level of 2009 at
comparative prices of 2005, reaching about 2.4 biliion Euro turnover at the compound average
annual growth rate of 1.01. To summarize {oundation of increase opportunities of the
manufacturing capacities the author has made the measurements on the regional specialization of
the entrepreneurial activities presented in the furiher subchapters.

2.3. Assessment method for tke regional concentration and specialization
of ti¢ enirepreneurial activities

2.3.1. Scientific aspects of zssessment of the regional concentration and
speciaiization of the entrepreneurial activities

Among different measures of specialization and concentration applied in the literature
such as the Herfindahl Index Dissimilarity Index, the Krugman Index, the author chose Gini
coefficient of Regional Specialization and the Gini coefficient of Geographical Concentration,
which provide a measure of relative specialization and concentration [59; 126]. a dissimilarity
index derived from the index proposed by Krugman in 1991. The determinants used are
employment data (for Gini coefficient and other research variables calculations), Gross Domestic
Product (GDP) and number of the companies operating in industry calculating TECDIF, and

SCALE variables as following the resume of only those variables are significant in explaining

industry concentration [59]. The calculation is based on the following formulae:

° Gini coefficient for regional specialization [50; 59; 126]:

’) n -
Gini’} =| — {Z A,.‘R, ~R, H (2.1),
n* R, L=

)
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i _
where R, = = @2 R :iZRU 2.3),

OXE T YN

i

(2.5),

and E  indicates employment in each industry 7 in a certain region j, value 4 denotes the

position of the industry 7 in the ranking of R in descending order, 7 indicates number of regions,

m — number of industries. The author presents the modified firmula (2.3) for R, and (2.8) for

C.:. The original paper names it R and C [59]. In the first of the mentioned formulae the
calculated meaning shows an average within the industries in a region, but is different for each
region j and formula (2.8) measures an average value withii all regions per industry. Gini index
takes values between zero and one, values close to zero indicate low specialization, and close to
one, high specialization.

¢ Gini coefficient for geographical conceniration [59; 126]:

. 2 m -
Gini; =| —— {Z/‘Lf C. G } 2.6),
m*C LA
where C . = 5y Q. —-iZC (2.8)
Ty I 8).
§ = 5 ) 2.5 (2.10)
i (29), § = —1— 10),
ZE'ff ' Z Z E,
g 4 1

and value 4 denotes the position of the industry i in the ranking of C, in descending order.

e Ricardo model for the relative productivity differences TECDIF, [59; 102]:

a

¥4 , Z V4 ,
TECDIF | = [—% E, T E, 2.11)
m = l_z V4 , I—Z Z VA "
n E 0= - E{

! if !

The original formula is modified by using the same denoting the number of regions ( ¢ in
original, » in this chapter of the PhD Thesis) and number of industries (» in original m in this
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chapter of the PhD Thesis) to keep identity with the above formulae’s meanings. The equation
VA, measures value added, and E, measures employment of industry i at region j.

e SCALE ratio [59; 102]:

where NF, number of enterprises of industry 7 at region /.

New trade theory predicts that scale economies cause firms to corcentrate in certain regions
and measured by the SCALE, variable. In this scientific work the calculations on TECDIF, and

SCALE, variables are made only for the research’s focus economy branches: agriculture and

manufacturing.

2.3.2. Spatial economic calcuiations of specialization of the
entrepreneurial zctivities in region

The author in the scientific publication in the proceedings of the International Scientific
Conference “Economic Science for Rural Deveiopment™ [I115] presents the results from the
analysis on the foreign control enterprises made from the official statistics [58]. The research
comprises that the number of foreign controi enterprises decreased in the entire economy of the
Baltics in 2008 and 2009 entirely couniing 34% drop in comparison with 2007 data. Lithuania
experienced the largest loss of 45% and Laivia the smallest — only 5% from number in 2007. The
phenomena is that generally comparing the foreign control enterprises statistics from the BSR
region of 2003 and 2009 in manuiacturing branch, all the countries gained the positive change:
Estonia had 8% increase (15% down in crisis period). Latvia gained 32% (5% down in 2008-
2009), Lithuania got 36% nisre of the enterprises number with the BSR capital original (24%
drop in crisis years). In 2002 and 2009 Latvia’s manufacturing branch enterprises dominantly
controlled by BSR sharcd 20% for Sweden, 19% -Denmark, 18%-Germany. Russia and
Lithuania, the closest neighboring investors counted 7% of each interest that is 5 per cent point
less than Estonian share. According to reading of the Gini coefficient (see previous subchapter),
the Figure 2.3 demonstrates a big difference in regional specialization rates of the commercial
sectors among three Baltic countries.
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Fig. 2.3. Regional specialization chart of the commercial analyzed economy sectors in the Baltics
according to NACE rev.2 coding in 2000, 2007 and 2011 lauthor’s calculation and development]

The author concludes that Estonia gets the highest rate of Gini index reaching 1.20 point that
accountably does not mean that the region is concentiated in one sector, but it is a consequence of
the problem of statistical secrecy, when a regicn has icss than two companies in a sector data are
not available [59]. Entirely Latvia holds the second result among the Baltics regional
specialization — 0.55 points in 2011. However, the economic crisis caused dramatic changes for
Latvia by 2011.

Analyzing agriculture and marifacturing (A0l and C categories) in one context, Latvia
has the lowest - close to zero rates of 1 Qi points not even reaching the 2000 level. All 12 years

Latvia had the highest relative industiial specialization R, in trade and accommodation (1.40 in

2000, 1.34 in 2011), the lowest rate was fixed in services and transport (0.46 in 2000, 0.61 in
2011), manufacturing kept the fourth (1.00 in 2000, 0.83 in 2011) and agriculture the third result
(0.99 in 2000, 0.90 in 2011). Lithvenia survived the largest increase (25% up) in both sectors
specialization rate in the Baliics. Estonia keeps leading position announcing moderate regional
specialization in manufacturing and agriculture. The Estonian regional specialization in
agriculture and manufacturing sectors survived the positive dynamics even in the period from
2007-2011, and Lithuaniz had minor difference of less than 10% down. Together with regional
specialization in industrial and agricultural sectors Latvia looses the rating in the Global
Competitiveness index.

Following Fig.2.4, currently due to the market stagnation construction has the smallest
concentration result (0.18 in 2011). Average rate calculated for the Baltics is (.78 in all the period
is based on national statistical data [39; 96; 97] that is close to one that means high specialization
rate (3 times higher than EU average fixed in 1994/1997 0.261 [90]). The calculations made
judge that R, and C', meanings are identical because of the proportion levels off the basic data.
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Fig.2.4. Geographical concentration of the commercial analyzed economy sectors in the Baltics
according to NACE rev.2 coding from 2000 to 2011, [autiior’s calculation and development]

The results fully confirm the thesis No.3 of the Dissertation: Latvia had a tendency of
regional specialization decrease within the past decade among in the Baltics that might result in
weaken the investments attractiveness and decicase of the competitiveness of Latvia among other
Baltic countries. Krugman’s hypothesis (see Chapter 1.1) is true for A0l and C NACE categories.
For all the commercial branches together ! atvia looses its regional specialization positions in a

TP TE

period of Latvia’s integration into EU. TEC/F, ratio calculations resulted close to zero value.

Thus Ricardian theory’s predictions the higher the degree of regional specialization and the
greater the level of geographical concentration of industry and vice versa completes the Latvian
practice. The SCALE, ratio showed 56% slope down in agriculture to 7 persons per unit and
manufacturing double decrease from 2000 to 2011 to the enterprise size of 18 persons. Such
considerable changes scaling agriculture and manufacturing economies might be the
consideration to efficiency revaluation as a consequence of industrial specialization decrease
within the Baltic market lcw scaies.

3. EMPIRICAL STUDY OF THE SPATIAL ALLOCATION OF THE
ENTREPRENEURIAL ACTIVITIES

3.1. Empirical analysis on the choice of a feasible location for the
entrepreneurial activities

3.1.1. Scientific foundation of allocation of the spatial economic objects

According to the empirical evidence, there are a number of reasons for the companies to
assess the local market attractiveness to allocate the business. Determining an appropriate
location’s criteria might be influenced by a choice of headquarter, collaboration perspectives with
the local authorities, the development plans of the administrative territory or location
correspondence to the manufacture’s requirements. The author has analyzed several problems in
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assessing the consequences of the companies headquarters’ decisions to enter the foreign
markets: initial liability of foreignness; local collaboration issues; local tax policy and the
advantages of the local natural resources’ use; comparative advantage; relationship between the
process of market integration and the degree of concentration of industrial activity in the
territory: existence of a market for its product there and the prospects of substantial growth of
that market; the specialization of the territorial unit considered in line with comparative
advantages of location’s geography. factor endowments and technology: the increasing autonomy
of multinational enterprises subsidiaries; the endowment with skilled labor and inter-industry-
linkages and other reasons [34; 37; 76; 80; 88; 89; 93; 95; 104; 105; 131].

3.1.2. The results of the research on a choice of a izasible location for the
entrepreneurial activities in Latvia

The author worked out the structured non-disguised questionnaire presented in the
Dissertation’s Appendix 3. The main goal of the survey sct is to detect the BSR manufacturing
companies’ approach of allocating their industrial or spafial economic objects. The author
highlighted the following issues: the role of the market development stage and conditions; the
main obstacles of choosing of the location and territory’s planning and management, the
companies’ further strategic plans to the indust:ial locaiion development.

According to the studied scientific works on the case of making survey and analyzing its
results, the author concludes, typical to survey type carried by the author, the general dataset
counts approximately 400 respondents. The internationally proved practice shows that the online
surveys normally provide low responsc rate ai over 15%, and the higher rates may be reached by
reducing number of questions and s¢nding reminders [5; 47; 77]. The method of conducting
survey is the Computer-assisted web iniciviewing (CAWI) type or the online survey applying the
Off the shelf tools to build a quesuonnaire. According to the respondent’s request, in few cases
the Computer-assisted telephone terviewing (CATI) method applied. Online survey method is
chosen as the most efficient way of controlling the answers of a large quantity of the database set
in a short time period. Greater anonymity rate as one of the advantages of the questionnaire [77]
is taken under consideration even in the period when cases of information leakage had appeared
in Latvia. Receiving the addressed written form of the questionnaire people consider it to be safe
and take the opportunity of completing the survey when have time that cannot be allocated during
the phone calls or direct interview. The qualitative and quantitative data request was made from
the Lursoft database of enterprises according to the multistage sampling by the typological data
set method [6; 13]. The author used the online professional business networks and personal
contacts’ database. Hence, the selective data set is 200 units. The survey was created and
conducted in a period from December 2012 until February 2013. Restrictions in direct contact
information, possible low business interest to the survey and fast changing market causing the
bankruptcy of the current businesses in the short time period were the main implications of the
survey's feedback. The author has finalized the research results from conducting a survey on a
the following set of requirements: multinational entrepreneurs with the assets from the Baltic Sea
Region of the large and middle scale working in the industries (mainly in the manufacturing

38



business) in the territory of Latvia. According to the selective data set and Table 3.1, the targeted
majority of the respondents are the manufacturing sector’s representatives allocated outside Riga.
Table 3.1

The survey respondents” structure [author’s calculation and presentation]

Specific Respondents structure,
Characteristics parameters number %
Companies’ offices locations: in Riga 15 37
Companies’ offices locations: outside Riga 26 63
companies’ offices location in Riga, of which:
Manufacturing branch in Riga, C* | 9 60
Respondents number: Manufacturing branch =S [ 35 85
Respondents number: Electricity, gas, steam and air
conditioning supply N 2 1 2
Respondents number: Water supply.sewerage, waste
management and remediation activities ) E* I 2
Respondents number: Construction 'l N B2 2 5
Respondents number: Wholesale and retail | G* 2 5
Average turnover per respondent (manufacturing I:
branch) in 2010, million LVL o~ i c* 6.8 -
Average year of starting business - 1997 -
Average vear of foreign capital inflow 2 - 2000 -
Total number of respondents - 41 100

Note: * NACE Rev.2 code

The dominance of the Swiedish, Danish, German and Norwegian share within the
spectrum of the respondent compartes’ financial capital is fixed. The presence of the local capital
in the companies’ assets is justificd by the joint company ventures and for the survey there is an
evidence of the local investors™ ¢pinton to compare with the foreign assessment. The summary of
the answers to the most remarkable issues concerning attractiveness of the Latvian market,
locational factors and target market territories of the questionnaire are given below.

According to the results presented in Table 3.2 the importance of such factor as advantage
of geographical location of Latvia is among dominant in general, but looses its importance in
comparison with other reasons by the period of developing the business of the company in Latvia
and open boundaries by joining the European Union, because the enterprises create the
partnership and stabilize position on the market. Despite decrease in assessment (5 percent points
down in comparison to value since 2000), the labor costs in Latvia today are low comparably to
the west European countries, the investors from Germany, Sweden, Denmark, Norway and
Russia pointed that. Recent development of transport infrastructure in a country had influence on
its higher value among important factor to do the manufacturing business in Latvia.
Environmental climate is among the essential issues for the manufacturers, and the conditions are
assumed with inconsiderable change down for the further planning period. That might be
explained by the new directions to industrial organizations to stimulate modernization of used
technology and equipment, e.g. the Law “On Pollution™ [9], but the old manufacturing premises
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and equipment acquired by the aforementioned investors need continuous financial resources for
innovation.
Table 3.2
Structure of the answers on the important macroeconomical factors, weighted average, in
percents [author’s calculation and presentation]

Factors/Value When Further tactical Dynamics,
starting planning for | percent points
business, % | period of 2013~
2018, %
Proximity to markets/ advantage of 80 70 -10
geo-location of Latvia _ =
Labor costs (low wages level) 72| N\, 67 =5
Traffic access 62 | ) 71 +9
Availability of labor (skills, supply) 60 | 62 +2
Industrial climate/ 39/t 52 -7
low competition level P »
Environmental climate L 56 55 -1
Tax policy 52 54 42
Proximity to raw materials ~ 52 55 +3
Local raw materials costs 47 49 +2
Sources of bank financing N[d 47 54 +7
Availability of local R&D resource !_ 38 43 +5
Other factors _J 69 - -

Due to market globalization and igcal natural resources limitations many companies do
not use the local raw material at ali. Hence, the score to the proximity and costs level of the local
raw materials are not meastred at highest importance. Among the attractive business
environment the regulated poliiics, low crime and considerably low costs of local market in
comparison to homeland n:arket were named. 24% of the respondent companies rent the industry
premises in the industiial parks in Latvia, and 22% of the survey’s participants has changed the
industrial locations. The manufacturing companies have two industrial locations and occupy the
land of 3.7 ha size and 8,300 sq.m industrial premises on average. In particular, about 35% of the
respondents currently have the land plots of over 3ha. According to the acquired results, the
existing of the brownfield was the most positively measured by the foreign investors when
choosing the industrial location.

The other reasons did not indicate big dominance, but proximity to the partners and
customers in support to the advantageous geographical location of Latvia are evaluated almost
similar at the highest score. Zoning regulations and community factors are assessed with the
lowest score (see Table 3.3). The majority of the respondents are satisfied with the chosen
industrial premises. Explanation is that the decision on assessing the locational factors is mainly
considered by the headquarters. Compared to the professional market information [99]. the
manufacturers share choosing industrial premises of larger than 5,000 sq.m are represented by
Danish, Estonian and German investors.
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Table 3.3

The factors determining a permanent solution to choose the existing industrial location, weighted
average, in percents [author’s calculation and presentation]

Factors definition Factors value from the responses, %
The best fit to the requirements of the premises 54
Proximity to business partners 34
Proximity to customers 34
The only decision of the headquarters 32
Proximity to raw materials 29
Zoning, other regulations V4 24
Community factors ( N 12

With regard to that perspective, the Swedish, Finnish and Estonian manufacturers plan
expansion of the current premises. Taking into account ihe influence of stagnation in the
commercial real estate market, the companies do not pian big changes for the nearest five years
and even there was no confidence and positiveness from the local representatives of the
companies on the strategic planning within a middle-term and even for a longer term period.

88% of the respondents declare that they have plans for business expansion, however, this
does not refer to the land size, in general a small decrease can be expected (1,000 sq.m less) due
to 2% decisions of the production cutting and 5% of closing business and moving assets to

another country.

low fevel of low capacities
deveiopmernit of utility lines
of iransport 10%
mfrastructure
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low quality of
premises and
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38%

high level of
rent rates

38%

Fig. 3.1. The reasons for the Company to change any of its existing location within the next five
years [author’s calculation and presentation]

Characteristics of the premises, due to certain limitations, of located in industrial parks or
the old factory buildings are mentioned as the main negative factors that influence Company’s
decision to change the current location. Transport infrastructure, due to still low quality of the
road connections in Latvia and low capabilities of utility lines, are the second reasons named (see
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Fig.3.1). For the carried survey, the author marks that according to Le Bas and Sierra study’s
results the companies from Denmark, Germany, Norway and Sweden where R&D activities are
aimed at monitoring or acquiring competitive advantages which are complementary to those
already possessed by the firm (strategy No.3) [56; 80]. In support to the thesis statement of the
Dissertation, Table 3.4 confirms the statement of business collaboration activity with close
neighbors (27% from the Latvian subsidiary and 28% from the entire concern) is lower than with
longer distances (Radius 2 gets 33% and 40% respectively, 18% are the outside the borders of the
marked radiuses).

Table 3.4
The Latvian branch’s business activities' markets, in percents |aurhor’s calculation and
presentation|

Analyzed radius area Radius Radius 2 | Rest target | Domestic
1 (BY.EE, | (Fi, NO,PL, markets/ | market
LT,RU) |~ SE,UA)| countries | (Latvia)

27 33 18 22

Target products’ realization market
structure, Latvian branch
Target products’ realization market
structure, entire concern

28i 40 18 14

The results of the conducted survey confirm the stated thesis statement of the
Dissertation. The companies hardly agrced 1o give their assessment of the business development
perspectives for the five years period, in the majority of cases a vision is developed to a
maximum for the nearest two-three vears that corresponds to the short term planning. The real
estate and manufacturing market nas a short-term character. So far Latvian specialists are not
ready or do not have the permission to independent management of the subsidiaries.
Headquarters have dominant role n industrial location evaluation (reflects thesis No.4 of the
Dissertation). Latvian consumcr market has low attractiveness (tax policy, skills of local
specialists and raw materials are the weaknesses of the local market). However, foreign investors
suggest high potentiai of {he local market due to low level of labor cost, transport infrastructure
development, financiai liabilities aspects. The industrial entrepreneurial activities allocation
meets secondary market limitations, have interest to the potential collaboration and expansion of
the target market borders with the close territorial partner states of Latvia.

3.2. Solutions of spatial economic allocation of the entrepreneurial activities
for the foreign investors

In the last 20 years the Latvian economy had wide fluctuations: from minus 32 in 1992 to
plus 12 in 2006 and minus 18 per cents in 2009 of GDP growth. Recently Latvia could be
assumed as a hazard place to investors, because it was rather hard to predict its future. The rapid
and unbalanced development strengthens the threats of sustainable development of national
economy and increases the recession possibility [ 129]. Now when Latvia’s external public debt is
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increased by the credit liabilities to the international lenders, the local economy is expected to be
more predictable and consistent. However, sustainable development and land use efficiency are
the same important issues as to the developed economies. The direct investment factor allows
valuing the country’s attractiveness and its activity ratio. There are two major investment flows
measuring the entrepreneurial activities — foreign direct investment into a country and outward
investment volume. With a continuous flow of FDI, the competition effect on local market first
dominates but is gradually outweighed by positive externalities effects [30].
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Fig. 3.2. Cumulative Latvian FDI in 2010 and HDI index in 2011 focus geography [author’s
calculation and presentation]

In the past decade Sweden’s econcmy was one of the leading in the world, and among the
European TOP 10 countries by tiic GDP per capita ratio. For Latvia Sweden is a major investor.
Analyzing the country investor’s share the author chooses the average ratings of entire annual
cumulative foreign direct investiments for the period from 1992 up to date. The official statistics
[39: 121] shows that the clssest neighbor-countries have lower Human Development Index (HDI)
rating than the partner countries from the aforementioned second cooperation and impact radius
(see Fig.3.2). The developed economies’ investment assets in Radius | are gotten from the only
share of Estonia - 21%. In Radius 2 the biggest share of FDI flow originates from Scandinavia:
Norway. Sweden and Finland accounting above 19% from entire cumulative FDI into Latvia in
2010 since 1992. Sweden takes 46% of this value.

Correlation between economy growth dynamics and FDI flow

The Swedish FDI positive changes call out the further GDP growth dynamics [39; 58]. Sweden
invested into the developing Baltic economies most actively in the second and third year of the
target countries’ GDP growth. The financial crisis coursed the prompt capital outflow of the
investigated Swedish assets and its reallocation. The Lithuanian scientists facilitate forecasts of
possible trends of fixed investment and corresponding economic growth [127]. Sweden has
increased the assets the stable economies countries (those average GDP growth was in | per cent

43



positive span from the EU-27 average in the period from 1990-2009). However, in developed
countries the GDP growth is a reason of freezing at the achieved level, it may be followed by the
significant resource price increase and yields decrease. In general, the average Swedish
investment activity and FDI assets into Sweden change within two territories have similar
dynamics. The wider fluctuations in the Radius 2 of Swedish territory cooperation and impact
radiuses (Radius 1 includes FI, NO and DK; and Radius 2 covers UK, NL, BE, DE, PL, EE. LV,
LT and RU) are consequent of the external factors influence as expansion of the EU and financial
crisis. Apparently, the area of the Radius 2 is more than twice larger. The most part of it is
continental providing wooded territories.

Territories land use particularities and FDI flow

From the construction statistics, the Netherlands (13%) and Belgium (10%) have the largest
shares of land covered with built-up and other artificial areas alss amiong the entire Europe. From
the built-up territories scale UK as well as Poland are equivalent with Sweden. Norway has twice
as less built-up areas and bare land than Sweden, but almost similar population density to the
eastern neighbor-country. The highest rates on the land take ¢t economic sites from total country
area in the period from 2000-2009 is in Netherlands 1%4. In this period the country’s construction
and urban land management increased. The annual land-cover changes in 10 years are similar in
Finland as well as the Baltic countries and Sweden. Estonia had the biggest change of urban
residential land take from total area in the past decad-, from three Baltics economies Sweden has
invested most in this country. The member states with the highest shares of areas used for
residential, commercial and industrial purposes in 2009 are the Netherlands (37%), Belgium
(25%). Denmark and the United Kingdom (roth 16%) and Sweden (15%).

The top of Swedish direct investment interest countries ratings in the continent of Europe
in 2009 can be characterized as highest annual land-cover change (Finland) and land take of
economic sites (Netherlands) from total radius area. The Netherlands have highest built-up area.
as well as commerce and residential, as well as industry energy, transport and mining areas
percentage, the highest popuiation density in radius. The Netherlands has high resources
productivity rate and is among those European countries which industrial production index
showed surplus in 2005 prices. Finish industry showed best results in 2009 in radius, its industrial
production index was cven iiigher than in Sweden. Despite increase of Swedish investment stock
in 2009, Norwegian industrial production index showed negative change in the further 11 months.

Sweden looks tor the strategic locations with growth potential. Direct investments assets
focus is for the service industry. The countries with low resource productivity and increasing
population density might attract the interest of Swedish investment assets. The paces of the urban
and economic sites development may be slowed down by the natural limitations of the territories.
Sweden would choose the locations with site expansion opportunities. The built-up territories
might offer ready to use opportunities meeting the modemn requirements like infrastructure and
mixed-use, logistics and industrial areas development built-to-suit or designed for letting.
Together with the large spatial economic objects the small services inland with high quality are
required to accompany the multinational level companies in Scandinavia with subsidiaries in East
Europe and Russia. Sweden has long traditions of professionally developing high technology
inland and abroad. In case of offering the allocation for the subsidiaries of the Swedish
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companies the target country might have enough energy and construction capacities as well as
flexibly and open-minded human resources. The potential to grow of the developing country and
its readiness and interest to international collaboration are higher driving forces than current GDP
growth for Swedish investments.

Concluding the above mentioned assumptions with the purpose to generate the Latvia’s
potential to attract the larger investment assets from Sweden the informative logical model of
spatial economic allocation of the entrepreneurial activities for the foreign investors is worked
out by the author and illustrated in Fig.3.3.
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Fig. 3.3. Informative logical model of spatial economic allocation of the entrepreneurial
activities for the foreign investors [author’s development]

According to the information provided above and the presented model in Fig. 3.3, Swedish
investors act purposcfully by making sound analysis of the factors and comprehensive planning
of possible changes in thc market before moving entrepreneurial activities to the particular. The
next subchapter describes the range of these factors to assess the spatial economically feasible
location for the entrepreneurial activities.

3.3. Practical approval of the model of spatial economic allocation of the
entrepreneurial activities in Latvia

The given part of the research is presented as a practical approval of the developed
informative logical model of spatial economic allocation of the entrepreneurial activities for the
foreign investors. The author adapts the developed model for the Latvian commercial real estate
market on a sample of the large-scale shopping centres as secondary analyzed properties in a
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context of the subject of the PhD Thesis. The author presented Figure 3.4 in the 20th Annual
Conference of the European Real Estate Society.
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Fig. 3.4. Interactive integrated planning model [author’s development]

It illustrates the coherence and interaction between the levels of planning presented by its
overlaps to point to the need of consiztent development of the real estate objects according to the
local territorial development pianz. followed by its conformity to the regional economic
development goals, which are coordinated with needs of the society and corresponding the
traditional local economic sector’s development of the state, and in turn a presence of the general
planning’s dependence on iii¢ entrepreneurial activities and investors participation in real estate
business development that biing the entire economy development as it was given in the previous
subchapter. In other words, for the industrial business unit the author assumes that the investor
and developer might make a detailed comprehensive study on the current development and future
potential of the local market within the global aspect to bring the demanded or challenging
business activities into the certain location in a certain country that corresponds to the needs of
local society and brings profit at the middle and longer term time frame.

The best selection of the most feasible potential sites of the large-scale shopping centres
can be achieved in accordance with the analysis method, which mainly focuses on detailed
selection of economic indicators and facilitation of research defined as factors of the
economically feasible spatial arrangement of business activities and described within the further
set of analysis:

1. Analysis of the socio-economic aspects of the selected area and its surroundings
1.1. Population statistics, dynamics and forecasts
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1.2. Existing and potential households’ purchasing power and its breakdown by social groups

1.3. Employment level and forecasts

1.4. Current and planned economic infrastructure (transport, connected business object
placement)

Much attention has to be paid to pedestrian and car traffic flow in major and adjacent streets

(especially for the retail property).

Market Analysis

2.1. Detailed research of current competitors

2.2. Analysis of potential competition (SWOT)

The following aspects should be analyzed at the macroeconomic level:

2.3. Statistical data sampling of macroeconomic indicators

2.4. Legislation

2.5. Activities of existing wholesalers and investors in the market

2.6. Environmental, including climate change data

SWOT (Strength, Weaknesses, Opportunities and Threats) analysis of each competitive

object has an important role in this section. That is a practice applied by professional research

and consultancy organizations. The author suggesi to complete the analysis by PESTEL

(Political, Economic, Social, Technological and Environmental factors, including climate

change factors) or STEER analysis (Socio-cultural, Technological, Economic, Ecological,

and Regulatory factors) when adaptation of new formats of the real estate objects is done as

the cultural identity is of particular significance for Latvia.

Analysis of potential land resources

3.1. Description of the location/site

3.2. Physical parameters of the land piot

3.3. Requirements to the real estaic development and construction parameters

3.4. Review of the permitted conztruction parameters, including the density of construction,
communication infrastructure capacities and groundwater levels

Profile and physical characieristics of the envisaged real estate property

4.1. The total area of commercial space and rental value of it

4.2. Quality characteristics of the commercial property (according to the headquarters
requirements;

4.3. Parking capacity

4.4. Planned potential turnover

4.5. Characteristics of the target customers

Doubtfully, the above-mentioned factors may be included in the large databases to build

the Discrete Choice Models (see Chapter 2.1.2) to carry the feasibility studies of the spatial
economic objects. Analyzing the development perspectives, the investor would be willing to
examine such data as the existing economic situation, which, in case of the state of Latvia, would
mean the primary necessity to analyze the commercial real estate market of the capital city.

In line with the development of the real estate economy and real estate market of Riga, the

investors’ interest to build the large-scale shopping has been attracted to the locations with
following characteristics:
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e Close to the historical cultural and business centre of Riga (over 120,000 constant
inhabitants plus over 80% daily potential consumers) with intensive pedestrians and
transport flow;

¢ Residential areas of:

a. high employment rate (over Riga’s average),
b. high population density (highly populated residential areas)
c. population explosion (one of the reasons new dwelling projects realization);

e next to transportation connection points (bus station, central railroad station);

e attached to centrally located or roadways (Brivibas, Krasta and Barona Streets);

e in the large-scale non-built territories on the edge of residential areas;

e in the old factories territories.
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Fig.3.5. Assessment map for the current large-scale retail properties locations in Riga
[author’s development]

Note: White dots are new projects and black dots — existing locations; red line squares — current accessibility
limitations.

The city itself is also divided into the core business and peripheral or supportive function’s
districts. The Daugava River from the consumers’ perception in Riga is a physical obstacle,
which one needs to overcome to reach the over-the-river location of the shopping centre. During
the developmental expansion of Riga, two shopping regions are evident: Pardaugava (Daugava
River’s left coast) and the right bank of the Daugava River, thus facilitating satisfaction of the
demand and change of the purchasing traditions for the most part of the potential consumers.
However. the majority of the presented retail real estate property faces certain accessibility
limitations (Riga Plaza, Olympia, Domina Shopping and others) even new projects need detailed

48



remodeling of existing infrastructure. The analytical map in Fig. 3.5 is developed on the analysis
of information gathered from the official statistics [2; 4; 51; 52; 83; 100; 101; 103; 107]
according to the above-given characteristics. It is illustrated by the author in the scientific
publication in the Business Systems and Economics Journal [114].

Table 3.5

The large-scale shopping centers’ market saturation in Latvia, [author’s calculations and
presentation]

The total GLA of the shopping malls, sq.m per 1,000 inhabitants
Region Year 2008 Year 2010 i Year 2015
i

Latvia 158 177 308
Note: Eurostat forecast of entire Latvian population in 2015 is adapted

The large-scale shopping centres real estate market has reached the saturation phase (see Table
3.5). The author’s complex calculations from the offjciai statistics [2; 4; 42; 51; 52; 58; 83; 100;
101; 103] and presented in the scientific publicaticn in the Proceedings of the International
Scientific Conference "Economic Science for Rural 2¢velopment™ [116]. Riga’s agglomeration
expansion causes more qualitative than quaninative market changes. The issue of retail trade
internationalization’s level and its assessment that according to Vengrauskas and Rudiené is
relatively poorly examined by the scientists [130] possibly is a cause of the Latvian retail real
property market’s misbalance.

The statistics showed the planned incicase of the analyzed market stock compared to 2008 is
about double that is rather ambitious {630,000 sq.m planned stock in 2015). The current
stagnation in commercial real estate market might cause the longer delays in the projects
realization terms. The author assesses there is a trend in the Latvian retail real estate market that
the planned stock of the large scale shopping centres expected to be built following the large
retail parks formats is been compensated by increasing rivalry within a network of the local
hypermarkets locations in residential areas. Hence, about 50,000 sq.m of ready constructions was
delivered to the market in 2011-2012 [15]. Half of this is calculated by the author as the large-
scale shopping centres steck according to size of GLA. According to the research data based on
the deep analysis on the current stock of the large-scale shopping centres real estate market, the
saturation phase in Riga has already been reached before 2007. Apparently, it is hard to stop the
integration process of the international retail chains into the new markets. The European
international scale retail chains carefully build the work on practical and rational basis. The
rivalry forces the local operators to join into the associations. The Polish scientist determines the
retailers focus on local and spatial aspects [81]. The target customers for Riga’s large-scale
shopping centres according to the close location and high disposable income level are the Riga’s
suburb inhabitants. The author assesses the opportunities for the large-scale shopping centres by
increase of its market share towards regional directions. Making comparison on the same ratio to
Riga in 2011 the author concludes that currently the Western direction is the most appropriate for
the potential locations of the large format shopping centres. A scale of the Latvian state is rather
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small in comparison with the rest of Europe. The local real estate market expansion is a pace
towards consolidation of the Baltics. So, the retail parks require increase of Riga’s agglomeration
especially in the current situation, when weakness of the regional development is obvious. The
central location of Riga with suburban area in Latvia might attract customers from different
destinations as large shopping location at the Baltic scale.
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Fig. 3.6. Potential large-scale shopping centers real estate market density in Europe
[author’s caiculations and development]

According to the results of the market analysis provided by the worldwide real estate
consultancy Company Jones Lang LaSalle (see Fig.3.6), the density of the European commercial
retail market is approximately 170 3q.m per 1,000 inhabitants [116]. This is the leading indicator
among the professional deveicpers of the shopping centres and investors when looking for
territories for the new projects. The barometer of this activity shows that there are almost more
than 455 million people (under the provision that the population number stays constant) at the
territory of the potential development. Under the provision of average density of the European
commercial retail markei, while planning large format commercial objects, their number may
reach 4.400 projects. For its part, Latvia would have, in addition, approximately, 80,000 sq.m of
total commercial square area [116].

The collaboration with the foreign investors caused the improvement of professional
knowledge of the local market specialists. The research on the large-scale shopping centres’s
market density increase in Latvia results the surplus of the commercial leasable area in the
medium-term, but international market become optional for the Latvian specialists to develop
new real estate objects professionally and attract interest for the international partners for opening
business in the territory of Latvian state. The above-mentioned Lithuanian scientists state that the
country’s policy could be adjusted with regard to international manufacturers’ involvement in the
domestic retail business [130]. The author agrees to this statement when the local market
professionals and politicians exchange the experience and actively create the business area. not
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selling local business but supporting it for the further development and considering the lately
marked by Camagni from a multidimensional concept, the territorial identity involving local
know-how and specificities; competitive advantage of each territory [36]. Latvia is on the way of
getting knowledge and experience on the customers’ satisfaction and retail outlets’ strategic
allocation in the contemporary market conditions under the pressure of intensification of
competition. Finalizing the research results in the current Chapter, Latvia has wider opportunities
— it may adopt larger spectrum of high-class real estate property, has space for it, may increase
the catchment area, support business and provide appropriate infrastructure, but currently it is
limiting itself by weak spatial economic aspects and strategic planning.

CONCLUSIONS AND PROPOSALS

On the basis of the conducted research the thesis statement pesed that “in a process of spatial
economic allocation in compliance with considerations of ihe climate change, a permanent
development of the entrepreneurial activities of commercial real estate market in the Baltic Sea
Region is facilitated thus preventing the shorit-term current imbalance in the local commercial
real estate market ” is supported by the following conciusions and worked out scientific solutions
for the spatial economic allocation:

1. Nowadays to facilitate the development of the cconomy after the world economic crisis,
the multilateral work at documentation of the strategic and tactic activities planning takes place in
Europe and Latvia to continue of the Lisbon Strategy’s and National Lisbon Programmes’
development and supplementation. Amorng the main reason of there is no common spatial
planning system within Europe is a diifzrence and a weight of the countries’ national planning
systems and legislation.

2. Development of the concept “spatial economics™ is closely related to the globalization the
development and reallocation of resources during the process of movement between countries.
The content of spatial economics during the last twenty-five years has been widely studied.
Within the framework of analviical literature, this concept is not strictly defined, but quite a large
number of scientists has been working to reveal its contents. Therefore, the author has
summarized the factors that make up the essence of the concept of spatial economics, identified
its content and has developad a definition of the spatial economics.

3. Very serious attention is paid to the climate change processes in the world. Climate
change may be the result of natural processes as well as human activity. Changes in climatic
conditions may change the country's economic development priorities. Objects of industrial
significance are among theose commercial real estate market facilities, the operation of which
even a short period of time can affect changes in the composition of the air, water and land.
Average temperature increase, of the atmosphere is among the most important devastating natural
processes which may lead to an increased risk of forest fires, soil fauna changes affect soil
structure and fertility, spread of plant diseases and pest species. Therefore, this factor has been
taken as a determinant in the development of the algorithm model of the forecasting a supply of
the spatial economic objects created by the author.

4. The author suggests an interaction of three groups of business areas highlighted in the
study create the functionality of the territory of Latvia: 1) manufacturing and agriculture, 2)
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commerce and services, and 3) construction as a support industry, which in total significantly
influences the development of real estate in Latvia.

5. The author has developed the algorithm model of the forecasting a supply of the spatial
economic objects and has made estimates for the high-class industrial real estate premise supply
in Latvia. The author has not found any similar approach in the scientific and practical literature.
6. The algorithm model of the forecasting a supply of the spatial economic objects can be
primarily used in developing countries, as the particular model suggests changing the traditional
approach to the development of the economic models and making a comparison between
countries with regard to potential changes in climate. Manufacturing and agricultural sector
projections of the economy of Latvia are based on the evaluation of the development of the
Czech Republic and Sweden.

7. According to the Czech scenario considered as impetuous development the current
manufacturing capacities correspond to 53% of the current Latvian stock of the industrial real
estate market properties demanded in Europe.

8. Making calculations in comparable prices, accerding to the Latvian National
Development Plan the compound average annual growth rate of the manufacturing by 2020 might
increase at least twice in comparison to the research result. Comparably small territory of Latvia
and favorable geographical position could be considercd as advanced factors for the facilitation
of rapid change in the economy and a significant increase in industrial turnover, but the current
amount of commercial real estate market supply and the quality do not correspond to the existing
demand, as evidenced by the increasing nuirber of construction objects suitable for the company
needs (built-to-suit) in the last decade in lLatvia. Therefore, the author concludes that in the
medium term it is economically feasible io stick to the small changes in business activities having
medium growth pace (1.01 times more than during the analysis period), but to ensure conditions
for 1.72 times high-class industrial resa! estate market supply increase, improving the quality of
the local market industrial space, infrastructure and other factors in accordance with the
definition of factors of the econumically feasible spatial arrangement of business activities
developed within the framework of the PhD Thesis.

9. Estonia has the highest regional industrial specialization rate in comparison with other
Baltic States, thereferc, this country seems to be more attractive for cooperation and business
activities. The opposite, Latvia and Lithuania compete within a potential to attract the
investments attractiveness into authentic economy branches development. The research provides
the data for the thesis No.3 of the Dissertation considering that Latvia has had a tendency of
regional specialization decrease within the past decade among in the Baltics.

10. In accordance with the research data, in the period of 2000 to 2011 the economic crisis
caused the considerable changes of regional specialization of the manufacturing in Latvia among
the Baltics. Weak current regional specialization in Latvia, low economy concentration and
productivity level make the author concludes the middle term is early to judge about the stable
and balanced economic development opportunities.

11. There is a lack of consistency in a list of the Latvian official documentation in the field of
the real estate development. Introduction of the new projects and inability of the real estate
market to absorption and supply the demand of the foreign entrepreneurs for the modern
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commercial real estate property with developed internal and external infrastructure. At the same
time a number of the degraded territories rise. The author concludes there is a random resources
allocation and a trend to the new documentation creation without deep factors analysis in Latvia.
12 Finding solutions for the economically feasible spatial arrangement of business activities
facilitating increase in investors’ interest is topical and unresolved area. According to the Spatial
Planning Development Law in Latvia, cyclical pattern of the process of the spatial planning
development creates conditions to its relevance by appearance of the new technology that might
contribute for availability of new information, creation of new cooperation and collaboration
network.

13. According to the research results, Swedish investors assign the assets for the development
of the real estate properties with expansion opportunities with ¢nsurad utilities capacities and
infrastructure. The countries with low resource productivity, incireasing population density and a
higher than in Latvia share of the built-up areas used for the ccmmercial purposes might attract
the interest of Swedish investors. The focus industry of their dircct investments assets allocation
is the service industry, and the capital inflows into the manufacturing in Sweden is comparable to
the Swedish assets volume into this industry developmant abroad.

14. With regard to the results of the PhD Thesis. the author points to the local real estate
market development trends and characteristics, including the potential for the increase of the
requested medium size premises, range of the foreign investors’ projects (the emphasis is put on
the development of service industry, but significant number of the projects applied for
investments has not been implemented yet), existing secondary market space quality
incompliance and insufficient utilities capacity.

15. Contemporary geographical information systems allow modeling the complex spatial
development planning scenarios uncer the dominance of a certain component or a group of
factors. Territorial development and cohesion is a multidimensional concept with at least three
main components: territorial quality, territorial efficiency, and territorial identity.

16. According to the results of he carried survey on the industrial location assessment in the
context of the multinational =nterprises in Latvia, the companies hardly agreed to give their score
to the business developmeiii verspectives for the five years period, in the most cases a vision is
maximum for the nearcst two-three years that corresponds to the short term planning. The author
of the research concludes that so far Latvian specialists are not authorized to autonomous
management of the subsidiaries. Headquarters have dominant role in evaluation of the location of
the spatial economic object. Latvian consumer market has low attractiveness due to the following
reasons named: insufficient level of skills of the local specialists, tax policy poorly supporting
development of the business activities, and low use of the raw materials in production process.
However, the foreign investors suggest high potential of the local market due to low level of
labor cost in comparison with the countries of the company headquarters, transport infrastructure
development, and financial liabilities aspects. Zoning regulations and community factors are
assessed with the lowest score among the factors determining a permanent solution to choose the
existing industrial location.

17. According to the resume on the opinions of the businessmen from the carried survey and
presented in the Dissertation, the entrepreneurs express their readiness to involve local
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professional and academic staff into the finding solutions on the research and development
issues, but the current activity is low.

The Dissertation presents the research results intended for a wider audience and aimed at
establishment of a dialogue with the representatives of the academic environment, professionals
in regional and real estate development, developers and investors who are looking for solutions
for similar issues.

Based on the aforementioned significant findings of the PhD Thesis and provided solutions,
the author has developed the following formal proposals to facilitate the balanced long-term
development of the entrepreneurial activity system in Latvia:

1. As creation and integration of the European spatial planning ccordination model is a long-
term process (up to 2030) due to the different economy development stages and styles of spatial
planning with different ways of governance of the countries, that time might be used to holding
back the supplementation of legislation, and focusing the eifcris on matter of supporting the
entrepreneurial activities in the middle term by tax policy, developing transport and utilities
infrastructure. Educating the society, efficient resource relocation and use of the monetary
sources might enhance the activity of the business activities in the territory of Latvia.

2 The author proposes academicians to use the tollowing developed novelties to supplement
the theoretical basis in the field of spatial economics: informative logical sequence model of a
historic view on legal aspects of the spatial ecomomic allocation of the entrepreneurial activities,
summary of the determining factors of the spatial economic allocation of the entrepreneurial
activities, informative logical model of spatial economic allocation of the entrepreneurial
activities for the foreign investors, interactive integrated planning model and factors for spatial
economically feasible location for the enivepreneurial activities determined.

3. Placement and location of the commercial real estate objects of the industrial purpose is
closely related to the national priorities and economic development, therefore, according to the
developed the algorithm model of the forecasting a supply of the spatial economic objects created
according to the potential cliimate change and economic development, the author sets forward to
the Ministry of Economics aad the Ministry of Environmental Protection and Regional
Development to use the climate change instrument to make the forecasting for the economics and
regional developmert.

4. The author suggests to the responsible authorities to bring the forecasting of the
development of the Latvian commercial real estate market on the comparison to the countries of
more progressive economy development (in the Dissertation — Czech Republic and Sweden) than
it is used (in the post-soviet countries and the Baltics), and assess the local resources and
domestic land potential under development perspectives of industry and agriculture sectors and
the context of support and stimulation of the spatial economic allocation of the entrepreneurial
activities in Latvia, applying new models creation in Latvia of the recovery of the economy on
the basis of a foreign practice of the collaboration models between the countries and business
units.

5. The author proposes to the local and foreign scientists to evaluate the adaptation of the
algorithm model of the forecasting a supply of the spatial economic objects also outside the
borders of the Latvian real estate market for forecasting economic projections as well as to assess
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promotion of the climate change factors complex calculations within the framework of the
algorithm model of the forecasting a supply of the spatial economic objects.

6. According to the result data, rapid increase in the manufacturing capacities in the middle
term is not forecasted, but high-class industrial space volumes will significantly increase that is
reasoned primarily by the demand on the service industry development in Latvia (warehouses,
logistics and flex type objects development).

7. Among the recommendations for the facilitation of the science and complementing the
scientific and practical solutions and performing comparison with other empirical research, the
author recommends to local and foreign scientists to apply the Gini coefficient application
method as one of the solutions for determining and assessing the degree of specialization and
regional concentration of leading entrepreneurial activities. Autkor proposes to use this data as
one of the analytical instruments for the facilitation of the industriai policy of Latvia.

8. Due to globalization, but taking into consideration the sinall scale and advantageous
geographical location of the Latvian territory in the process of globalization within informative
logical model of spatial economic allocation of the enirepreneurial activities for the foreign
investors, the author resumes that there is a need to expansion of the scales of the target market of
the industrial products’ realization and decrease of the influence of Riga’s agglomeration, support
regional development and strengthen the entrepreneurial relationship within the territory’s
cooperation and impact radiuses determined in the Dissertation. According to the research
results, the amount of largest investment Latvia is attracted from the countries outside the
analyzed radius, which is a typical feature for the countries having the dominant policy for
deployment of foreign investment abroad, for instance policy of the Kingdom of Sweden since
1998. According to the survey results, the major business activities with regard to the distribution
of the goods are carried out within the second radius or outside the borders of the neighboring
countries. To the responsible authorities it would be necessary to stimulate the creation of the
multinational manufacturing companies with the assets from the Baltic Sea Region in Latvia.
This would contribute to rationai and balanced development of Latvian commercial real estate
market is in a long-term.

4, The author has worked out the questionnaire “Evaluating an appropriate industrial
location for multinaticnal enierprises™ and organized the online interviewing system, which can
be used in the training process and/or carrying out similar professional surveys.

10. The author suggests to the Latvian government and local authorities, for the foreign
partners the land defined for the commercial use in Latvia shall primarily be available for rent not
for the ownership. targeting the tax policy to support the business activities, offering the
allowance for the existing and new companies in the manufacturing and industrial field in the
middle term.

11. To the local companies of the commercial real estate market (developers, real estate
management services and others), manufacturing and construction companies the author
recommends to apply the strategic management systems.

12. To create the business environment in Latvia in support to the long-term entrepreneurial
activities, a set of up-to-date tangible and reliable information must be developed and managed to
easy analysis and data availability to the real estate market professionals and their partners. The
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author recommends to develop the unified data base on the existing GIS of the State Land
Service and Investment and Development Agency of Latvia, to improve and increase its capacity
(according to unofficial information the existing capacity of the SLS data base system is not
sufficient for the quick processing) involve the private real estate databases and add the
determinants to existing data set to visualization of information according to the proposed scope
of the factors of the economically feasible spatial arrangement of business activities.

13. The management of the Latvian state universities must increase involvement of the
specialists’ role from the professional and academic field into the strategic economic planning
process of the territory of Latvia and neighboring countries.

14. The author suggests to the responsible institutions to ensure decrease of the society
involvement into the process of construction and commercial real estate development that often
create the obstacles and delays in the facilitation of the enirepreneurial activities. The
concernment of the inhabitants into the development of the industvial real estate properties must
be increased by educating and informing people about the ta-gets and provision of the work
results, creating jobs for the local inhabitants in those objects. The professional educational
opportunities must be provided and the social support progirarnmes developed under collaboration
of those new enterprises. Those measurements might create social and economic support for the
spatial economic allocation of entrepreneurial activities in the territory of Latvia.
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