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PriekSvards

Latvijas Lauksaimniecibas universitates
(LLU) Ekonomikas fakultaté Iidz ar ikgadgjo,
tradicionalo starptautisko zinatnisko konferenci
»Ekonomikas zinatne lauku attistibai” iznak taja
prezentgjamo pétjjumu starptautiski recenzgtie
zinatnieki raksti. Sogad konference tiek
organizeta 10.reizi par godu Ekonomikas
fakultates 40.gadu jubilejai. Taja piedalas
liels skaits ekonomikas zinatnieku no daudzam
Eiropas valstim. Konference ir veltita aktualai
lauku attistibas tematikai, tad€] ir izdoti trTs secigi
laidieni (Nr.18., 19. un 20.). Sadu zinatnisko
rakstu pirmais laidiens iznaca 2000.gada.

2009.gada 23. un 24.aprila starptautiskaja
zinatniskaja konferencé piedalas un savus
zinatniskos  petfjumu  rezultatus prezente
profesori, zinatnu doktori, asocigtie profesori,
docetaji, doktoranti un citi petnieki no $adam
augstskolam un zinatniski p&tnieciskajam
iestadem:

= Latvijas Lauksaimniecibas universitate

* Timisoara Rietumu Universitate

= Saloniku Aristotela universitate

= Saloniku tehnologiju institiits

= Gruzijas Subtropiskas lauksaimniecibas
valsts universitate

= Batumi Shota Rustaveli valsts universitate

= Helsinku Universitate

= Somijas meza p€tnieciskais institiits

= Zviedrijas Lauksaimniecibas
universitate

= Latvijas Universitate

= Daugavpils Universitate

= Tartu Universitate

= Jgaunijas Dzivibas zinatnu universitate

» Saulu Universitate

= Lietuvas  agraras
institlts

= VarSavas Dzivibas zinatnu universitate

= Poznanas Ekonomikas universitate

= Séecinas Lauksaimniecibas universitate

= Kujawy and  Pomorze  Bydgoszcz
universitate

= Zielona Goéra universitate

= Fuldas Profesionala universitate

= Ré&zeknes augstskola

* LLU Lauksaimniecibas tehnikas zinatniskais
institlts

zinatnu

ekonomikas

Foreword

Every year the Faculty of Economics, Latvia
University of Agriculture holds the international
scientific conference “Economic Science for
RuralDevelopment”andpublishesinternationally
reviewed papers of scientific researches, which
are presented at the conference. This year the
10™ annual international scientific conference is
dedicated to the 40™ anniversary of the Faculty
of Economics, Latvia University of Agriculture.

Many economic scientists from different
European countries participate in the conference.
The themes of the conference are very closely
connected with the current situation, therefore
three volumes of the conference proceedings are
published — 18, 19 and 20. The first volumes of
scientific conference proceedings were published
already in 2000.

This year the international scientific
conference on April 23-24 is organised by the
Department of Business and Management of
the Faculty of Economics, Latvia University
of Agriculture. The number of participating
universities and scientific institutes increases
with every year. Professors, associate professors,
assistant professors, PhD students, and other
researchers from the following higher education
institutions participate in the conference and
present their results of scientific researches:

= Latvia University of Agriculture
= West University of Timisoara
= Aristotle University of Thessaloniki

* Technological Educational Institute of
Thessaloniki

= QGeorgian Subtropical Agricultural State
University

= Batumi Shota Rustaveli State University

= University of Helsinki

= Finnish Forest Research Institute

= Swedish University of Agricultural Science

= University of Latvia

= Daugavpils University

= University of Tartu

= Estonian University of Life Sciences

= Siauliai University

= Lithuanian  Institute  of
Economics

=  Warsaw University of Life Sciences

= Poznan University of Economics

Agricultural



= Patras Universitate

* Missouri-Columbia Universitate

= Banku augstskola

= Kubanas valsts universitate

= Kurganas Valsts lauksaimniecibas akadeémija

* Ekonomikas un Kultiiras augstskola

= Latvijas Zinatnpu Akadeémijas Ekonomikas
institlts

= Biznesa augstskola ,,Turtba”

= Debrecenas Universitate

= Udines Universitate

Konferencei izvéléeti 10 aktuali temati:

= RazoSanas efektivitate lauksaimniecibas
primaraja un sekundaraja sfera

= Lauku attistiba un globalizacija

= Lauku ekonomiska un sociala attistiba

= Finansiala atbalsta efektivitate

» Regionala lauksaimnieciba specializacijas un
globalizacijas kontekstos

= Kooperacija un integracija

= Lauku mentalitate un kultiras
laukos

* Informacijas loma lauku attistiba

= Lauku attistibas menedzments

= Dzives un vides kvalitate laukos

* Pat@rina izmainas lauku attistiba

attTstiba

Sie temati ietilpst tris zinatnisko rakstu
laidienos.

Starptautiskas  zinatniskas  konferences
zinatniskuma un starptautiskiem standartiem
atbilstoSu  zinatnisko darbu prezentéSanas
nodro$inasanai  veikta vispusiga iesniegto
zinatnisko rakstu starptautiska un starpaugstskolu
recenzé$ana. Saja noliika lielaka dala zinatnisko
rakstu ir anglu valoda.

Katru iesniegto zinatniska raksta manuskriptu
verteéja (recenzg€ja) parasti viens autora valsts
recenzents un otrs — citas valsts vai citas
augstskolas recenzents. Pretrunigu recenziju
gadijuma darbs tika nodots ve&l treSajam
recenzentam. Recenzenti darbu autoriem bija
anonimi.

Katram autoram tika nosiititi recenzentu
iebildumi vai ieteikumi. P&c uzlabota (galiga)
varianta un autora paskaidrojuma sanemsanas
katru zinatnisko rakstu vert§ja §is konferences
zinatnisko rakstu redkolégija.

= Agricultural University of Szczecin

= Kujawy and Pomorze University in
Bydgoszcz

= University of Zielona Goéra

= Fulda University of Applied Sciences

= Reézekne Higher School

= Research Institute of Agriculture Machinery
of Latvia University of Agriculture

= University of Patras

= University of Missouri-Columbia

= BA School of Business and Finance

= Kuban State University

= Kurgan State Agricultural Academy

= Higher School of Economics and Culture

= Institute of Economics of Latvian Academy
of Sciences

= School of Business Administration “Turiba”

= University of Debrecen

= University of Udine

All the proceedings are arranged according to
10 thematic units:

= Efficiency of production in primary and
secondary sectors of agriculture

= Rural development and globalisation

= Rural social and economic development

= Efficiency of financial support

= Regional agriculture within the context of
specialisation and globalisation

= Co-operation and integration

= Rural mentality and cultural development in
rural areas

= Role of information in rural development

= Rural development management

* Quality of life and environment in rural
areas

= Consumption changes in rural development

These themes are arranged in three volumes.
The comprehensive reviewing of submitted
scientific articles has been performed on
international and inter-university level to ensure
that only high-level scientific and methodological
research results, meeting the requirements of
international standards, are presented at the
conference. The majority of articles are in
English.

Everysubmittedmanuscripthasbeenreviewed
by one reviewer from the author’s native country
or university, while the other reviewer came from



Starptautiskas  zinatniskas  konferences
,Ekonomikas zinatne lauku attistibai” wvisi
zinatniskie raksti sakartoti trijos tematiskajos
laidienos:

Nr.18. Regionala un lauku attistiba
Nr.19. Primarais un sekundarais sektors,
raZoSana, paterins
Nr.20. Finanses,
atbalsts

nodokli, investicijas un

Zinatniskajos rakstos izklastitie p&tijumi un
to rezultati klust pieejami plaSam interesentu
lokam Eiropas Savienibas telpa.

Rakstu publicésana pirms konferences
sekmes tas norisi, domu apmainu, ekonomikas
zinatnieku starptautisko sadarbibu. Rakstus
vares izmantot studgjosie un visi interesenti.

Konferences zinatnisko rakstu
kopsavilkumi anglu valoda tiek izsutiti
starptautiskam  datu  bazém: AGRIS

(International Information System for the
Agricultural Sciences and Technology)
un EBSCO - vienu no lielakajam ASV
elektronisko resursu datu bazem.

Ceram sanemt atsauksmes un priekslikumus

turpmako  zinatnisko  rakstu  izdevumu
sagatavoSanai un starptautisko zinatnisko
konferencu rikoSanai.

Pateicamies  visiem rakstu  autoriem,
recenzentiem, programmas komitejai,

redkol&gijai un tehniskajam personalam.

Konferences orgkomitejas varda

ULDIS IVANS

Latvijas Lauksaimniecibas universitates
Ekonomikas fakultates asociétais profesors

another country or university. The third reviewer
was chosen in the case of conflicting reviews.

All reviewers were anonymous for the
authors of the articles. Every reviewer received
manuscripts without the authors’ names, while
every author received the reviewers’ comments
and objections.

After receiving the improved (final) version
of the manuscript the Editorial Board of the
conference evaluated each article.

All the papers of the international scientific
conference “Economic Science for Rural
Development” are arranged into the following
thematic volumes:

18. Regional and Rural Development;

19. Primary and Secondary Production,
Consumption;

20. Finances, Taxes, Investment and Support
Systems.

The researches and their results of the
conference proceedings are now available to a
wide circle of readers in the European Union.
The publishing of the proceedings before the
conference will also promote exchange of
opinions and collaboration of economic scientists
on the international level. The proceedings can
be used by students and any interested person.

The abstracts of the conference
proceedings provided in English are submitted
to the international databases: AGRIS
(International Information System for the
Agricultural Sciences and Technology) and
EBSCO, which is one of the largest electronic
resource database in the USA.

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

On behalf of the conference organisers

ULDIS IVANS

Assoc.prof. of the Faculty of Economics,
Latvia University of Agriculture
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I. Pilvere et al. Entrepreneurship profile in Latvia

Entrepreneurship profile in Latvia

Irina Pilvere, Dr.oec., professor
Andis Rukmanis, MSc, PhD student
Liga Jankova, Ms.paed., PhD student
Faculty of Economics, Latvia University of Agriculture

Abstract

Efficient entrepreneurship lies at the basis of the economic development of any country. The same as in the
EU in general also the business in Latvia is dominated by small and medium-sized enterprises, providing jobs
and promoting the growth of economy. The EU has adopted the European Charter for Small Enterprises signed
also by Latvia. Likewise, several policy documents have been adopted in Latvia targeted at facilitation of
entrepreneurship.

The present study clarifies the scope of entrepreneurship activity in this country as the whole (the number of
enterprises and the number of new-established companies) and within its separate statistic regions over the
period 0of 2004 - 2007. It analyses the structure of enterprises as well as the indicators representative of business
in Latvia and across its regions: the dynamics of the number of enterprises per 1000 inhabitants, the gross
domestic product (GDP) per enterprise and per capita.

Key words: enterprises, regions, entrepreneurship activities.

Introduction
Small and medium-sized enterprises (SME)
are the cornerstone of the European economy.

They create the most jobs and promote the

economic growth. In comparison with the large

enterprises, the SME in their operations are subject
to disproportionally high bureaucratic barriers
and financing constraints. For facilitation of
establishment and operation of SME, the leaders
of the EU countries in 2000 adopted the European

Charter for Small Enterprises (Charter). The

European Commission is committed to follow

up that the ideas of the Charter would not just

remain good intentions. The Charter identified
ten main areas where the operation conditions of

SME in Europe have to be improved (Zvagulis P.,

2008):

1. The education curricula and professional training
programmes have to provide skills required for
entrepreneurship.

2. The SME establishment procedure has to be
simplified.

3. The regulatory enactments should provide for
relief to SME as well as the impact of every
regulatory enactment on the operations of SME
have to be evaluated.

4. Professional training for employees of SME has
to be ensured.

5. The co-operation of SME with government
enterprises has to be facilitated and the
administration costs reduced.

6. Trade restrictions hindering small enterprises
from successfully competing on foreign markets,
have to be repealed.

7. Favourable tax policies for SME have to be
implemented supporting successful enterprises.

8. The state-of-art technologies have to be made
accessible also to small enterprises.

9. E-commerce has to be promoted ensuring a high
support level to SME.

10. Opportunities should be created for increasing
the role of SME in the Member States and the
EU.

In order to perfect the entrepreneurship and
especially the SME support policy according to
the best practice of the EU Member States, Latvia
takes part in SME support measures. On April 23,
2002 Latvia joined the European Charter for Small
Enterprises (Latvijas mazo un vidgjo...,2004). At
this stage several policy documents have been
adopted targeted at facilitation of business: The
Development Programme of Small and Medium-
sized Enterprises for 2004-2006 (2004), Latvian
National Development Plan (NDP) for 2007-2013
(2006), Business Competitiveness and Innovation
Promotion Programme for 2007 — 2013 (2007), and
the Entrepreneurship Environment Improvement Plan
for 2008 (2008). NDP states that it is vital to form a
favourable public opinion towards entrepreneurs and
increase the awareness of the role of business in the
development of the country as well as promote the
economic activity of individuals and establishment
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of new enterprises through different motivation

instruments and support mechanisms. The facilitation

of development of new enterprises in the regions of

Latvia is especially important (Latvijas Nacionalais

..y 2006). In 2004, the Small and Medium-sized

Enterprises and Craftsmanship Board established

under the Ministry of Economy was intended for

addressing the issues important for creation of
the favourable business policy environment and
encouraging of SME development (Informativais

zinojums... , 2008).

The efforts on successful growth of small and
medium-sized enterprises are focussed also in
other countries. The USA researchers V.Fon and
Y.Lowrey (2008) conclude that people have different
preferences for performing entrepreneurial activities.
These differences can be influenced by actions of the
state. In Poland, it is underlined that “experiences of
many countries show that over the previous decades,
small and medium —sized enterprises are the group of
businesses which definitely influence the processes
in the economy (Zuzek D.K., 2006). Different aspects
of entrepreneurship in Latvia have been studied by
researchers M.Rurane (2007), E.Sumilo (2007),
[.Jurgena, A.RadZzele, L.Jance, K.gpogis (20006),
A.Eglite, 1.Kantike, A.Zvaigzne (2008), A.Auzina
(2008), and R.Zvirgzdina (2006, 2007, 2008) who
consider that intensive and effective entrepreneurship
is at the basis of any swift and stable economic
development (Zvirgzdina R., 2007). S.BolSakovs
(2005) emphasises that “rapid growth of economics
and rise in social welfare for Latvia as a small open
economy is largely dependent on its ability to create
and sell competitive goods and services in the world
markets”.

The above statement defined the aim of the
present study: analyse the scope of entrepreneurial
activity in Latvia and its regions. The following
hypothesis was set forth: the entrepreneurial activity
in different regions of Latvia is diverse.

The following problems were formulated to
achieve the aim of the study:

1) analysis of the number of enterprises in Latvia
in general and across its regions over the time
period of 2004-2007;

2) studies of the size structure of enterprises in
regional aspect;

3) evaluation of the entrepreneurial activities.

The following methods were applied: monograph,
graphic, constructive logic, analysis and synthesis,
deduction and induction, analysis of documents,
grouping of information, structuring, and time series
analysis.

The information was analysed pursuant to NUTS
IIT classification applied by the Central Statistical
Bureau (CSB) subdividing Latvia into 6 statistical

14

regions: Riga (includes Riga City), Pieriga (city
of Jurmala; districts of Limbazi, Ogre, Riga and
Tukums), Vidzeme (districts of Aluksne, Cgsis,
Gulbene, Madona, Valka and Valmiera), Kurzeme
(towns of Liepaja, Ventspils; districts of Kuldiga,
Liepaja, Saldus, Talsi and Ventspils), Zemgale (city
of Jelgava; districts of Aizkraukle, Bauska, Dobele,
Jelgava and Jekabpils) Latgale (towns of Daugavpils,
Rézekne and Balvi; districts of Daugavpils, Kraslava,
Ludza, Preili and Rézekne) (LR CSB -c, 2008).

Within the study, the regulatory enactments of
the Republic of Latvia were analysed, information
provided by the Ministry of Economics and the
Central Statistical Bureau as well as studies of other
researchers: V.Fon and Y.Lowrey (2008), D.K.
Zuzek (2006), M.Rurane (2007), E.Sumilo (2007),
S.Bolsakovs (2005), I.Jurgena, A.Radzele, L.Jance,
K.Spogis (2006), A.Eglite, 1.Kantike, A.Zvaigzne
(2008), A.Auzina (2008), R.Zvirgzdina (2006, 2007,
2008) in the field of entreprencurship.

Results and discussion

1. Features of the number of enterprises
In the period of 2004 -2007, different forms

of business exist in Latvia. The statistical data

characterise them as statistical units of the trade
sector: self-employed persons, individual merchants,
commercial companies, and agricultural holdings
and fisheries holdings. Outside the trade sector there
exist such statistical units as different foundations,
establishments and societies, government agencies,
and local government agencies (CSB, 2008). The
data and calculations reflected in Table 1 were used
to solve the first problem of the study.

The following statements and conclusions can be
made from the above calculations:

— In Latvia, the period of 2004-2007 shows a
notable growth in the number of enterprises:
their number increases by 27,350 or 27 %. The
annual increase is quite even: 7-9 %.

— The highest enterprise activity is observed in
Pieriga and Kurzeme regions where over the
reference period, the number of enterprises has
grown by 46% and 36% accordingly. Besides,
Pieriga region has experienced the most
substantial increase in the number of enterprises
in 2005 (chain increment rate 120 %), while
Kurzeme region in 2006 (chain increment rate
116 %).

— The lowest activity is observed in Vidzeme
region, where the number of enterprises in 2007
has gone up just by 7% in comparison with
2004, moreover, this is the only region where the
number of enterprises in 2005 has decreased in
comparison with the previous year.
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Tablel

Economically active statistical units of the market sector by size groups in Latvia and across
its regions over the period of 2004-2007

Indicators/ regions me;‘&fe‘r’jen | 2004 2005 2006 2007 Stm;)mre’
LATVIA number 101 634 109 193 119 530 128 984 100
Base increment rate % 100 107 118 127 X
Chain increment rate % - 107 109 108 X
Riga region number 38 080 40 573 44 445 48 569 37.7
Base increment rate % 100 107 117 128

Chain increment rate % - 107 110 109

Pieriga region number 12 513 14 976 16 647 18 319 14.2
Base increment rate % 100 120 133 146 X
Chain increment rate % - 120 111 110 X
Vidzeme region number 13 508 13 069 13 808 14 450 11.2
Base increment rate % 100 97 102 107

Chain increment rate % - 97 106 105 X
Kurzeme region number 12271 13 401 15 496 16 723 13.0
Base increment rate % 100 109 126 136 X
Chain increment rate % - 109 116 108 X
Zemgale region number 11371 12 689 13 410 14 224 11.0
Base increment rate % 100 112 118 125 X
Chain increment rate % - 112 106 106 X
Latgale region number 13 891 14 485 15724 16 699 12.9
Base increment rate % 100 104 113 120 X
Chain increment rate % - 104 109 106 X

Source: the Central Statistical Bureau, 2008(a) and authors’ calculations

— At the same time, Latgale and Zemgale regions
with just 20% and 25% increase fall behind
the overall increasing tendency in the number
of enterprises. Zemgale region however has
experienced a swift increase in 2005: by 12%
in comparison with the previous year, while in
2006 and 2007 these numbers have grown by 6%
per year on average.

— In 2007, the highest number of enterprises is
registered in Riga region: 48, 569 or 37.7% of the
total number, the lowest number of enterprises is
found in Zemgale and Vidzeme regions: 14,224
(11%) and 14,450 (11.2%) respectively.

The number of the newly established enterprises,
having an upward tendency over the recent years
in Latvia, is largely indicative of the business
environment (Figure 1).

The information provided in Figure 1 shows that
over the reference period the number of the newly-

established enterprises in Latvia has increased by
3964 enterprises or 39 %. The highest jump in these
numbers has occurred in 2006 producing the chain
increment rate of 23 %. Comparing the number of
the newly established enterprises with the number
of total enterprises in Latvia (Table 1), it is evident
that in 2004 and 2005, the newly established ones
represent 10%, while in 2006 and 2007: 11% of all
enterprises.

However, as the Ministry of Economy admits
(2008), promotion of establishment of new enterprises
alone is not sufficient. To boost competitiveness, the
new arrivals have to be vigorous. The statistical data
just show that out of the increase of total number of
enterprises, about a half is the newly established ones
thus indirectly indicating to viability problems.

Nevertheless it should be noted that until the
year 2007, favourable economic growth conditions
promoting entrepreneurship activities existed in

Economic Science for Rural Development Nr. 19., 2009 15

ISSN 1691-3078



1. Pilvere et al.

Entrepreneurship profile in Latvia

14185
16000 B—
14000
11000

12000 10771 il
10000 &
2000 4 .

2004 2005 2006 2007

Source: SIA Lursoft, 2006 (on 2005 and 2006), Ministry of Economics, 2006 on 2004), Ministry of Economics, 2

008 (on 2007)

Figure 1. Number of the newly established enterprises in Latvia in 2004-2007

Table 2
Indicators characterising size of enterprises
Category/indicators Number of Annual turnover Annual balance-sheet total
of enterprise employees (million EUR) (million EUR)
Micro-enterprises 1-9 does not exceed 2 does not exceed 2
Small enterprises 10-49 does not exceed 10 does not exceed 10
Medium-sized enterprises 50-249 does not exceed 50 does not exceed 43

Source: the Ministry of Economics, 2008

Latvia. However, global and local economic situation
in the year 2008 could create significant threats for
further entreprencurship development and state
institutions will have to find solutions to promote
economics.

2. Size structure of enterprises

The number of enterprises as such is not indicative
ofthe entrepreneurial activity. Therefore itis important
to analyse their structure. In 2007, 88% (113,277) of

Latvia’s enterprises were micro-enterprises, 10%

(12,754) — small enterprises, 2% (2555) — medium

sized enterprises and just 398 — large enterprises. The

size-characteristic indicators are provided in Table 2.

The data given in Table 2 are indicative of small
and medium-sized enterprises (SME). Enterprises
employing more than 250 employees, having the
annual turnover over EUR 50 million and the annual
balance-sheet total exceeding EUR 43 million are
qualified as large enterprises. The data indicative of
the enterprise size structure across regions of Latvia

are reflected in Figure 2.

The above information
conclusions:

— Micro enterprises in Riga region are 82%, while
in other regions: more than 90% of the total
number of enterprises: 90% in Pieriga region,
91% in Kurzeme region, 92% in Vidzeme and
Zemgale region and 93% in Latgale region.

leads to several
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— Small enterprises comprise 15% of the total
number of enterprises in Riga region, 8% in
Pieriga region, 7% in Kurzeme region and only
6% in other regions.

— The proportion of medium-sized enterprises
within the total structure is immaterial: it deviates
from 3% in Riga region, 2% in Pieriga and
Kurzeme region to just 1% in all the remaining
regions.

— 258 or 65% of all large enterprises are situated
in Riga region, 38 or 10% in Pieriga region, 35
or 9% in Kurzeme region. In other regions their
numbers fluctuate from 15 to 28 enterprises.

3. Indicators meaningful of entrepreneurial
activity

Several indicators are used to describe the
entrepreneurial activity of inhabitants in Latvia in
general and across its regions,:

— the dynamics of the number of enterprises per
1000 inhabitants;

— gross domestic product (GDP) per enterprise;

—  GDP per capita.

It should be emphasised that substantial changes
have occurred in the business activity of Latvia and
its regions just over the past couple of years, placing
Latvia with its 52 operating enterprises (in 2006)
per 1000 inhabitants on the medium entrepreneurial
activity level of the EU in 2004: 50 enterprises
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Figure 2. Distribution of enterprises by size across the regions of Latvia in 2007
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Figure 3. Dynamics of enterprise number per 1000 inhabitants in the whole of Latvia and across its
regions over the period of 2004-2007

(Zvirgzdina R., 2006). In Riga and Vidzeme regions
the above level was reached already in 2004, in
Kurzeme region - in 2006, in 2007 — in Zemgale
region, while in Pieriga and Latgale regions the
business activity is still lower than the EU average.
This is evidently brought about by specific conditions
governing these regions: Pieriga region to a large
extent serves as home for commuters employed
in Riga city, while the passivity of Latgale may be

explained by weak infrastructure and remoteness
from the capital discouraging business activities.
Comparing the data summarised in Figure 3,
it is evident that in 2004 — 2007, the number of
enterprises per 1000 inhabitants has experienced the
fastest increase in Pieriga and Kurzeme regions (by
44 and 41% respectively), the slowest in Vidzeme
region: just by 9%. In Riga (31%), Zemgale (28%)
and Latgale regions (26%) the increment for this
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Table 3
GDP per an enterprise in Latvia in general and across the regions in 2005-2006
Regions 2005 ' 2006 2006 versus 2005 ' 2006
GDP per enterprise, LVL 2005, % versus Latvia average, %
LATVIA 82964 93464 113 100 100
Riga region 127939 151250 118 154 162
Pieriga region 67343 72659 108 81 78
Vidzeme region 43149 46062 107 52 49
Kurzeme region 76066 77670 102 92 83
Zemgale region 49624 56111 113 60 60
Latgale region 47736 50786 106 58 54
Source: the Central Statistical Bureau, 2008(b) and authors’ calculations
Table 4
GDP per capita in Latvia and across the regions in 2005-2006
Regions! indicators 2005 . 2006 2006 versus 2005. . 2006.
GDP per capita, LVL 2005, % Versus Latvia average, %

LATVIA 3938 4883 124 100 100
Riga region 7114 9272 130 181 190
Pieriga region 2743 3258 119 70 67
Vidzeme region 2309 2632 114 59 54
Kurzeme region 3118 3390 109 79 69
Zemgale region 2192 2635 120 56 54
Latgale region 1910 2236 117 49 46

Source: the Central Statistical Bureau, 2008(b) and authors’ calculations

indicator is medium high. Thus, the given indicators
fully correspond to the overall number of enterprises
and their dynamics (Table 1).

The data represented in Table 3 clearly show the
increase of GDP per enterprise in all regions over the
reference period. At the same time, if the average
increase in Latvia is 13%, Zemgale region has
reached exactly this level and Riga region has even
exceeded it. However, the growth in Kurzeme region
is just 2% showing a directly opposite tendency to
the overall increase of numbers of enterprises (Table
1). Consequently, the rapid growth in numbers of
enterprises as such not always provides for a rapid
growth of GDP. The latter is evidently affected by
the size and area of activities of the newly established
businesses. Although, comparing GDP per enterprise
across regions with the average level of Latvia, it is
evident that in Riga this indicator is more than 1.5
times higher, in Kurzeme and Pieriga regions: just a
little short of this level while in Latgale, Vidzeme and
Zemgale regions it fluctuates from 49 % to 60 % of
the average level in Latvia

Several indicators reflecting the underlying
macroeconomic processes are used to assess the
economic development of any country having
entrepreneurship at its basis. GDP per capita is one of
such indicators (Zvirgzdina, 2007).

According to EUROSTAT, in Latvia, GDP per
capita constitutes just 58% of the EU average, in
Lithuania - 60%, while Estonia has secured a better
position with GDP per capita reaching 72% of the
EU average. In three countries: Poland, Rumania
and Bulgaria, the GDP indicators are still lower than
in Latvia. On the contrary the richest EU country is
Luxembourg with GDP per capita indicator 2.7 times
higher than the EU average (Pelane, Ukenabele,
2008).

Comparing the data of Tables 3 and 4, similar
trends in GDP per enterprise and GDP per capita,
as well as in GDP increase dynamics for 2006 in
comparison with 2005 may be observed. In the same
way, the increase of GDP per capita is the highest
in Riga and Zemgale regions and the lowest — in
Kurzeme region. However, comparing the data of
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separate regions with Latvia average, essential
differences by regions appear. In 2006, GDP per
capita in Riga region was almost 2 times higher,
while in Latgale, Zemgale and Vidzeme regions it
was 2 times lower than Latvia average and in Pieriga
and Kurzeme regions: 67-69 % of the average Latvia
GDP per capita. The conclusion can be drawn
that the work efficiency, influenced, among other
things, by the business activity, in rural regions
largely falls behind the level achieved in Riga
region.

“Answers to the question “how to improve the
work efficiency” are as complicated and versatile
as the life itself. Each business and each employee
would have their own solutions. Some would prefer
the qualification up-grade training, others would
choose on-job training, still others would point out
the importance of new production technologies”, P.
Strautins, the expert of SWEDBANK, says (Pelane,
Ukenabele, 2008).

Conclusions

1. In 2007, there were totally 128,984 enterprises
in Latvia, the majority of which ~ 38% were
situated in Riga, while in other regions the
number of enterprises was rather similar taking
up 11-14% of the overall structure.

2. Over the period of 2004-2007, the number of
enterprises has increased in all regions, especially
rapidly so in Pieriga and Kurzeme regions, where
it has overtaken Latvia’s average indicators. The
smallest growth has taken place in Vidzeme
region.

3. In the overall trend, the newly established
enterprises play an important role, constituting
accordingly 10% to 11% of all the enterprises.

4. 1In 2007, 98% of all enterprises in Latvia are the
micro- and small enterprises, large enterprises
representing only 0.3% of the total number,
consequently SME are of vital importance for
the development of Latvia’s economy.

5. Describing the structure of enterprises by
regions, it stands out in Riga region, where
the micro-enterprises constitute 82%, while in
the remaining regions - over 90% of the total
number. Small enterprises take up 15% in Riga
region and about 7% in other regions of the
overall structure.

6. Looking at the business activity indicator as
the number of enterprises per 1000 inhabitants,
Latvia has reached the EU average level of
at least 50 enterprises. However, Pieriga and
Latgale regions have not made it. Riga and
Vidzeme regions achieved the above EU average
level in 2004, Kurzeme region — in 2006 and
Latgale region — in 2007.

7.
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GDP level per enterprise in Latvia differs
by regions. In Riga region, it exceeds Latvia
average indicator 1.5 times, also Kurzeme and
Pieriga regions enjoy high levels. At the same
time, in Vidzeme, Zemgale and Latgale regions
GDP level per enterprise reaches ~1/2 of Latvia
average figure.

GDP level per -capita shows substantial
differences between Riga region (2 times
exceeding the average) and all other regions of
Latvia. Also here, the situation is a little better
in Kurzeme and Pieriga regions while in the
remaining regions this indicator is twice below
Latvia average.
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Abstract

One of the most important social problems in Poland is unemployment. It concerns rural areas especially
regions with former state farms. The major aim of this paper is to show the tendency of changes in farm
development. The research has been conducted in the years 2006 — 2007. The research covered 650 owners of
arable farms (6.5% of farms from the West Pomeranian voivodeship).

Key words: farm development, changes, West Pomeranian.

Introduction

One of the most important social problems in
Poland is unemployment. It relates mostly to the
rural regions due to too large supply of labour
force, particularly in the regions where national
farms called PGRs were present many years ago.
These regions are also exposed to a risk of country
pauperisation that in result may lead to depopulation
and marginalisation of social life. The most important
aspects of the transformation of the agricultural sector
are: bipolar polarisation, natural evolution, strategy
of controlled changes, and creation of conditions
for extra-agricultural economic activities in rural
areas. Each of the mentioned actions influences the
occupational structure of the population living in the r
ural areas.

Aim and research methods

The aim of the research was to evaluate the results
of support given to the farmers (financed from public
resources), and the directions of changes related
to that matter in the development of farms in rural
areas.

Taking into account the spatial conditionings
of the West Pomeranian province, the particular
districts and communes were selected for evaluation.
The chosen communes are placed in four of six
functional-spatial zones. The selection of communes
takes also into account different conditions of farms’
functioning in the evaluated area. Moreover, the
selected communes have different directions of
social and economic development resulting from
the strategic policies prepared by local authorities
of the districts and communes. A randomly chosen
group of farmers was chosen in every commune from
those who were able to be competitive on the market
after obtaining direct support and making necessary
investments. The group contained also a part of social

farms owners. The evaluation included the farmers
and their farms (650 farms and their owners).

The mentioned evaluation was performed in June-
July 2006.

Results

A problem of modernisation of rural areas and the
agriculture is not new. So far a lot of publications have
been presented regarding the matter of development
strategy (Wos A., 1998, Hunek T., 2000). A lot of
attention has also been put to the development of
extra-agricultural activities in rural regions. Taking
into account the changes occurring in the rural areas
of the West Pomeranian district one can constitute
that agriculture still plays an important role, and
engages large amount of human resources in those
areas. However, one cannot equally treat development
of the rural areas and development of the agriculture.
The directions of development for the country and
agriculture are more and more divergent (Kapusta
F., 2006). The country is loosing its agricultural
character, and the agriculture goes far beyond the
traditional, anarchic agricultural system which was
the base of its development for hundreds of years.

Idea of the multifunctionality of the rural areas
and agriculture is a base for implementation of the
National Strategic Plan with application of the
supporting instruments for the rural areas (years
2007-2013) within the scope of Rural Development
Programme (PROW).

The idea assumes reaching the main goal which
is economic strengthening of farms and improved
competitiveness of the agricultural sector together
with providing instruments for differentiation of the
economic activities in order to achieve and create
alternative sources of income for the population of rural
areas. It will lead to creation of conditions for improving
life quality by developing services (mainly basic ones)
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that are alternative for the current mono-function - food

production.

Basing on the above assumptions, during
preparation of the research, we stated a need of
forecasting the future changes in farms in terms
of multifunctional development, and a need of
performing the characteristics of the particular groups
of farmers and their farms. For that purpose all the
farms were divided into four groups:

— farms in which agriculture remains dominative
and in which the developing activities are
going to be taken (the farms with different
share of agricultural income in total income are
included);

— farms in which the share of agricultural income
in total income will decrease due to commencing
extra-agricultural activity;

— farms in which the current agricultural activity
will be limited without commencing extra-
agricultural additional activity;

— farms in which the owners are currently not able
to describe the changes in terms of development
or limitation of agricultural activity.

—  Most of the respondents had precise plans for the
future of their farms (Figure 1). It is advantageous
that more than 2/3 of the polled farmers are
going to commence additional activities either
by modernising their farms or commencing
extra-agricultural economic activity. In half of
the cases the productive function of the farms
will remain. The modernisation of the farms is
not always connected with increased production
scale. In half of the cases of modernised farms
the level of agricultural production is going to
remain unchanged. Only 14% of the respondents

Source: author’s research

are going to reduce their agricultural activity,
and similar amount of polled do not have precise
plans regarding the future of their farms.

Occupational activity in the rural areas is
determined by many features - mainly gender, age
and education. Taking into account the gender it
was not essential if a farm was managed by man
or woman. In all groups the amount of women was
similar - within a range of 18% and 24%, and was
close to the percentage of women in the examined
group (21%).

The results showed the dependence between the
direction of the planned activities and age of the
respondent. More than 90% of people younger than
25 years and 82% of people between 25 and 35 years
plan to commence developing activities or develop
own economic activity. The amount of young people,
i.e., not older than 35 years in the whole number
of people modernising their farms and planning
commencement of extra-agricultural activity was on
the level of 32% and 35% respectively.

Education is the next feature taken into account.
It was found that the higher education level, the
larger willingness to commence additional activities.
9.6% and 31.27% of total number of polled people
have higher and secondary education, respectively.
About 90% of people with higher education and
86% of people with secondary education want to
commence additional activity. Within this group a
similar percentage of the polled want to modernise
the farm, i.e., 58% of the respondents in both cases. It
is characteristic that the people with higher education
are more willing to commence extra-agricultural
activity than less-educated people. About a half of
the cases of reducing the agricultural activity related

Odevelopment of extra-
agricultural activity

Omodernization and
development of the farms

B reduction of agricultural
activity

B no decision regarding the
future of farm

Figure 1. Planned activities regarding the improvement of social and
occupational situation of the farmers
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to the people with primary education (completed or
not completed). These people were 39% of the total
number of polled farmers.

General land inventory performed in 2002
indicates too slow rate of agrarian transformation.
Comparing to 1996, the total number of farms in the
West Pomeranian province has declined by 2.8%.
However, if one takes into account only the farms
larger than 1 ha, then the number of farms in the
province has increased by 5.3%. Increased number
of small farms is a result of significant increase of
the farms covering 1-2 ha, which usually are not
agriculturally active. Owners of those farms treat
them as investment or use them for extra-agricultural
activity, including recreation (Strategia rozwoju,
2005). An advantageous agrarian structure can be
observed in relatively large amount of large farms
covering 15-50 ha (17.3%) and very large farms —
more than 50 ha (5.8%), which are able to effectively
compete on the market. Basing on the performed
research a tendency of increasing the area of farms
was found in the group of farms larger than 15 ha
(about 60% of farmers). 40% of those were large
farms, i.e., 15-50 ha (Figure 2). On the contrary
the percentage of the smallest farms which owners
want to increase the area has decreased. It can be
stated that flow of the agricultural lands is in desired
direction. The land is sold mainly in the small farms,
i.e., the farms of social character. Increased amount
of the smallest farms, resulting from the general land
inventory performed in 2002 can result from the
purchasing land for investment purposes connected
with the predicted increase of the land prices that are
still at lower level than in the members of “old” EU.

1/3 of the polled that are not going to sell the real
estates treats the agricultural land only as production
factor or as provision of capital for the future years.

Taking into account the directions of changes
in the farms and their area structure one can state
that there is dependence between two variables.
Most of the largest farms, i.e., larger than 20 ha, is
in the group of modernised farms in which mainly
the agriculture is going to be developed (64% of the
total number of farms larger than 20 ha). Moreover,
these farms are almost a half of the modernised farms
(47%, to be precise). One fifth of the farms relates
to the cases in which the owner wants to develop
extra-agricultural activity. Similarly as in case of the
flow of area, it is advantageous that the agricultural
production is reduced mainly in the smallest farms.
In this group a half of the cases relates to the farms
smaller than 2 ha.

Rural areas have much worse socio-economic
development capabilities due to the -civilisation
retardations comparing to the highly-urbanised
areas (particularly regarding the access to the social
and technical infrastructure), worse possibilities of
financing economic activity including agricultural
production. Large part of the farms has problems with
selling their agricultural products. All of it causes
that agriculture more and more often becomes not
the only one source of incomes. The evaluated group
of farms shows the dependence between directions
of development and source of income. The largest
percentage of farms in which agriculture is the only
one source of income can be found in the group of
modernized farms — 67% (Figure 3). The number
of these farms in the total amount of examined

Lack of decision regarding buying'seling land

Farmers who increased thelr areas after 1990

Farmers who want o increase thelr areas In
the fufure

Farmers who want fo sell the land Inthe
fufure

Farmers who want fo sell the land Inthe

W%

iz

future
0% 20% 40% G% S0% T00%
Bupfo 5 ha o5-75ha O75-50ha Bover 50 ha
Source: author’s research
Figure 2. Areas of farms belonging to the farmers who make decisions regarding
the change of the farms’ areas
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units reached 55%. Only 8.6% of the farms that
produce only agricultural products want to reduce
the agricultural activity in the future. The most often
case of planned reduction of agricultural production
was when the respondents already had incomes
from extra-agricultural activities. In this group the
percentage of such people was at the level of about
67%.

In case of developing extra-agricultural activity
there is no large differentiation between the farms in
which the only source of income is agricultural one
and those in which the agriculture is one of many
sources of income (44% and 56%, respectively).
Taking into account types of the extra-agricultural
sources of incomes of the families, one can find a

disadvantageous phenomenon when large part of the
incomes is the so-called transfer resources (sources
of income not coming from work) like annuities,
pensions, resources from social welfare and other
social benefits (Figure 4). Own economic activity
was an additional source of income only in a little
bit above one fifth of the cases. Improvement of the
structure of extra-agricultural incomes - in case of
the people living in rural areas — will be definitely
influenced by the implementation of the planned
economic enterprises. Therefore supporting this
group of farmers seems to be necessary.

In case of the farmers making the living by
agricultural activity only, a bit above the half, i.e.,
55% declared that in the future the agriculture is

Lack of decision :
regarding future of
the farm

Reduction of

sgricueurat scevrs, AR . .

Modernization and i
development of the
farms

Development of extra-
agricultural activity

W ves

Source: author’s research

Ono

80% 100%

Figure 3. Direction of changes in the farms and the agriculture as the only one source of income

22%

O praca najemna (dwuzawodowiec)

B pozarolnicza dziatalno$¢é gospodarcza

Source: author’s research

46%

O srodki transferowe

Figure 4. Extra-agricultural sources of income in the farms
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unprofitability of the wrong agricuftural lack of capital legisfative and  no sales market for
agricultural policy financial difficulties agricuftural
production products

Source: author’s research

Figure 5. Factors that inhibit farms development

going to remain their only source of income (30% of
all respondents). One has to assume that these people
will need support of public funds also in the future
that will undoubtedly contribute to improvement of
the quality of human resources in the rural areas.
About one fifth of the farmers declared during poll
that they have decided to diversify the incomes
from the farms. Other people have not decided in
that matter.

Most of the farmers expressed negative opinions
regarding the possibility of conducting productive
activity in the agriculture. The poll contained
questions regarding the factors that make conducting
a farm difficult (Figure 5). The respondents could
give more than one answer.

Basing on the research results it was stated that
most of the opinions related to the unprofitability
of the agricultural production (51%), wrong
agricultural policy (34%) and lack of sales market
for agricultural products (28%). The farmers much
rarely indicated lack of required capital — only 16%.
Such percentage seems to be quite small taking into
account general capital weakness of the agricultural
farms. The more sores, e.g., getting support from
public funds for the investments is usually connected
with the requirement of having own contribution.
Polled farmers indicated also legislative and
institutional barriers (8%). Legislative difficulties
are connected with formal requirements which
have to be met by a beneficiary of SPO and PROW
programmes. Financial difficulties usually related
to the credit restrictions connected with conducting
economic activity.

Conclusions

Concluding, one has to mention that the idea of
multifunctional development of the rural areas is not
only in the dreams and wishes of the decision-makers
and people responsible for forming agricultural
policy. The most important conclusions from the
performed research can be included in the following
issues:

Most of the asked farmers have clear and precise
plans for the future. Only 14% of them did not make a
decision on taking additional developing activities in
theagriculture oronleavingagriculture and developing
extra-agricultural activity. The informative activities
regarding professional reorientation and possibilities
of getting support are recommended in this group.
The characteristics of the farms and their owners are
similar to the farms which are going to reduce the
agricultural activity.

The research results confirmed lower level of
education of the inhabitants of rural areas compared
with the inhabitants of urbanised regions, thus making
the situation of people leaving agriculture quite
difficult. It is even more important because leaving
agriculture without commencing other activities
was declared mostly by the people with the lowest
levels of education. Since these people are not going
to develop extra-agricultural activity in the future,
one can assume that they would be forced to look
for employment in other branches thus leading to the
necessity of improving qualifications and completing
the education.

The performed research indicates keeping the
agricultural function of the farms in the future with
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simultaneous commencement of additional forms of
activity. Almost half of the farmers is going to develop
agricultural activity. The level of activity was highly
dependent on age, independently of the gender of
the respondents. The younger farmer the more often
declared will of making changes. The share of the
farmers aged 36 years and more was similar in the
particular groups. Mostly better educated people have
decided to commence extra-agricultural activity.

The research showed high dependence of the
structure of the farms’ areas and the directions of
taken activities. Since the competitive position on
the market is connected with the size of a farm
— it is assumed that small farms cannot provide
sufficient incomes — the activities regarding
modernisation of the farms should be accompanied
with the increase of areas, mostly in case of small
farms (there are almost one fifth of them in this
group). Survival or development of the farms was
dependent mostly on the possibility of increasing the
area of farms (in opinion of the farmers). However,
there exist large divergence between the number of
farmers who want to sell the land and the number of
those who want to buy it. Lack of lands for bringing
into cultivation can be a threat due to the physical
properties of the real estates, i.e., constant location
and local character of the estates’ market. Demand
exceeding supply is a larger external symptom. A
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solution is the privatisation of the lands possessed by
the Agricultural Property Agency, although large part
of such lands has already been sold, mostly in the most
attractive regions. This phenomenon will probably
contribute to increasing the price of agricultural lands
which are already increasing quite fast after joining
the European Union. Reduction of supply of the
agricultural lands can inhibit conversion processes in
the agriculture and discourage the commencement of
any activities among part of the farmers.
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Abstract

This paper extends the previous work by applying the territorial financial envelope concept to the Latvian
Rural Development Programme (RDP) 2007-2013 and CAP area payments, and radically changing the support
priorities. The impacts of such a change in support priorities are evaluated with a bi-regional CGE model. A
specially constructed bi-regional Social Accounting Matrix (SAM) that reflects the specific characteristics
of Latgale region was used to calibrate the bi-regional CGE model, thus exploring three policy scenarios.
The three scenarios, baseline and alternatives, are defined in terms of reallocation of funding among RDP
measures. That is, moving funding among RDP three axis and sectors. This represents the most radical kind of
reallocation that is possible within the CAP, between Pillar 1 and 2 and within the Axes and Measures of RDP,
and it completely removes the sectoral aspect of the support.

The results of the analysis show that the scenario with allocation of RDP and area payment (CAP) financing
to public good sectors is more appropriate and has larger and better impact on rural economic and social

development of the region.

Key words: Lagging rural areas, bi-regional CGE model, rural development policy, CAP.

Introduction

The challenge of lagging rural regions in Latvia
persists and is a growing source of government
concern. It is therefore necessary to understand the
main policy options available to the government of
Latvia, based on the existing funding opportunities.
This paper builds on MoA and WB financed projects
from 2005 and 2006 that explored regional inequality
and government expenditure patterns. It also builds on
the “Territorial aspects of enterprise development in
remote rural areas” (TERA) project financed under
the EU 6th Framework Initiative.

The findings of previous studies (D.Saktina
and W.H. Meyers, 2005) have shown that RDP
implementation did not reduce the polarisation
between the rich central and western regions, and
the poor eastern rural areas in Latvia. In general,
rural development in Latvia remained at a low level.
Further research in 2006 on “Territorial aspects
and recommendations for the implementation of a
differentiated rural support policy to stimulate the
development of lagging rural territories in Latvia”
(Saktina, Meyers and Rabinowicz 2006) provided
practical recommendations on the development of the
support policy to reach the goals defined for national
development policy in Latvia. The study aimed at
developing a methodology for regionalising financial

support, developing a support management system and
a more professional approach in prioritising support
to regions with different development potentials.

The methodology applied in the current study
combines methods that have been used for various
research projects both in Latvia and worldwide
as well as newly developed approaches that have
been useful in further developing the methodology,
combining both and accommodating them for
the specific development situation in Latvia. The
overall goal of all research done is to evaluate the
opportunities of applying quantitative modelling to
policy planning within a single region and test the
effects of different development scenarios on urban
and rural multi-sectoral economies and households
in the region. Previous studies (Saktina, Meyers and
Rabinowicz, 2006) showed that the region of Latgale
was the most disadvantaged in terms of social and
economic characteristics. This region was chosen
for the purposes of this study to assess the effects
of alternative policy strategies using multi-sectoral
regional modelling and scenario analysis based on
the results and policy recommendations emerging
from previous studies.

Over a period of three years, the methodology
of factor and cluster analyses have been applied and
surveys conducted to obtain a regional SAM based on
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regionalised I-O tables and to develop the Computable
General Equilibrium (CGE) model for scenario
simulation. The analysis in the current study is focused
on evaluation of alternative allocation strategies to
utilise farm support, and rural development funding
and measures in the Latvian RDP.

Presentation of results and discussion

1. Choice of method -modelling framework

Over the last few decades CGE models have
become a common tool of empirical economic and
policy analysis in both developed and developing
countries, and a standard methodology has been
developed in particular to formulate, calibrate and
solve such models. The CGE model implemented
for this study draws especially on one of the standard
frameworks made available by IFPRI (Lofgren et al.,
2002). Starting with this basic structure, a number
of necessary modifications have been made so that
the adapted model reflects the specific characteristics
of the study region and also the key rural-urban
interactions.

1.1 The bi-regional SAM

All CGE models use a SAM to provide the base
year values which, in conjunction with other data (e.g.,
physical quantities, elasticities), are used to calibrate
the CGE model. The basic regional SAM structure
used for the purposes of this analysis consists of the
productive activities of firms, the factors of production
(labour and capital) and the household accounts which
have been spatially disaggregated into urban and rural
regions. Furthermore, households in the SAM table
are also distinguished according to a) whether they
derive income from agriculture and b) whether they
commute, work locally or have some other status
(e.g., retiree household or extra-regional commuter).
Also the labour factor is disaggregated according
to skill levels (skilled and unskilled labour). Only
commodities accounts have been kept identical across
the whole study region due to extremely demanding
requirements in terms of disaggregating the data.
Also important in terms of interpreting the figures
in the SAM and associated CGE model, is the Rest
of the World (RoW) account that covers transactions
with both the rest of the national economy and foreign
imports/exports.

1.2 The bi-regional CGE model

The CGE model used in the analysis is based upon
a standard framework as given by IFPRI (Lofgren
et al., 2002) but was modified so as to capture the
key rural-urban interdependencies at the regional
level. The model is comprised of a set of linear and
nonlinear simultaneous equations.

28

Production Behaviour. Production is based around
activities, where each activity is based in either the
rural or urban part of the region and produces one
or more commodities in fixed proportions per unit of
activity those allowing for a multiple output structure.
Each producer is assumed to maximise profits which
are defined as the difference between revenue earned,
and the cost of factors and intermediate inputs. Profits
are maximised subject to a production technology. At
the top level, the technology is specified by a constant
elasticity of substitution (CES) function of the
quantities of value-added and aggregate intermediate
input. The CES function suggests that available
techniques permit the aggregate mix between value-
added and intermediate inputs to vary. Value added is
itself a CES function of primary factors whereas the
aggregate intermediate input is a Leontief function
of disaggregated intermediate inputs. At the bottom
level each activity uses composite commodities as
intermediate inputs, where intermediate demand
is determined using fixed Input-Output (I-O)
coefficients. Value added is a CES function defined
over factors of production which are spatially
specific.

Factor payments accrue to the owners of the
factors (households) as reflected in the base SAM.
The CGE model requires certain assumptions in
relation to the way in which supply and demand
in factor markets come about. In relation to labour
markets, these range from assuming the wage rate
to be perfectly flexible (Neoclassical adjustment), to
allowing for unemployment (Keynesian adjustment)
or segmented factor markets. Analogous assumptions
exist for the capital factor in the model.

Commodity Markets. All commodities (either
produced within the region or imported), with the
exception of home-consumed output, enter markets
and activity-specific commodity prices serve to
clear the implicit market for each disaggregated
commodity. At the first stage regional (domestic)
output is produced from the aggregation of output
of different activities within the region of a given
commodity. At the next stage, the aggregated regional
output is split into the quantity of regional output
sold domestically and of that exported via a constant
elasticity of transformation (CET) function.

Institutions. Institutions in the CGE model are
represented by households, government and the
rest of the world account. Households (disaggregate
according to the SAM table) receive income from the
factors of production (in proportions fixed at the base
year level), and transfers from other households, the
government and the Rest of the World. This income
is spent to pay direct income taxes, to consume, save
and make transfers to other institutions. Household
consumption covers marketed commodities,
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purchased at market prices that include commodity
taxes and transaction costs, and home commodities,
which are valued at activity-specific producer prices.

The second institution is the combined government
account (representing both local and central
government). Government collects taxes (all taxes
are at fixed ad valorem rates) and receives transfers
from other institutions. The government uses this
income to purchase commodities for its consumption
and to make transfers to other institutions (e.g.,
Households). Its consumption is fixed in real terms
whereas government transfers to domestic institutions
are CPI-indexed. Government savings (the difference
between government income and spending) is a
flexible residual.

The final institution is the Rest of the World
account. Transfer payments between the rest of the
world and domestic institutions and factors are all
fixed in foreign currency.

Macroeconomic Balances. The model also
includes three macroeconomic balances, which
reflect assumptions on how markets operate, that is
the government, the external balance and the Savings-
Investment balance. The government balance was
achieved by allowing government savings to adjust
endogenously within the model while direct tax rates
were fixed. The external balance was achieved through
flexible foreign savings while the real exchange
rate was assumed fixed. Finally, for achieving the
Savings-Investment balance we used the ‘balance’
Keynesian closure rule that assumes that adjustments
in absorption are spread across all of its components
(household consumption, investment, and government
consumption) and the nominal absorption shares of
investment and government consumption are fixed
in real terms. Also, the savings rates of selected
institutions are scaled so as to generate enough
savings to finance investment.

2. Choice of policy scenarios for Latgale

The scenarios that have been selected for the
purpose of this analysis are of direct relevance to
the Rural Development Programme of 2007-2013

for the rural region of Latgale. A combination of the
RDP measures of 2007-2013 has been defined in
four scenarios, including the baseline. The analysis
of impacts of scenarios can guide the design of more
appropriate regional policies that could more suitably
address the balanced development of the regional
economy. Given the above considerations, the
scenarios analysed include:

1) Baseline Scenario: Enhanced financial envelope
for regional RDP measures of 2007-2013 in
Latgale and normal area payments support flows
under Pillars 1 and 2 of the CAP.

2) Scenario 1- Investment in Axes 1 and 3: All
area payments under CAP and RDP-Axis 2 Less
Favoured Area and environmental payments
are eliminated and funds are allocated for Rural
Development Programme investment measures
in Axis | and 3 and applied to different sectors.
It is divided among the 11 sectors which are not
related to the social and financial infrastructure.

3) Scenario 2 - Investment in Axis 3 only: the
same area payments funds are allocated to only
Axis 3 measures (non-agriculture and social and
economic infrastructure).

4) Scenario 3 — Investment in public sector only:
both the area payments and funds for other
investment measures for business development
are transferred to public social and economic
infrastructure measures with none going to
private investment.

The importance of the financial envelope is
seen in the comparison of three allocation methods
analysed in the 2006 study (Table 1). The allocation
method used in the baseline and Scenarios 1 to 3 is
the “Development index approach” where Latgale
receives 32.6 percent of the investment support
(excluding area payments). However, in Scenario 4,
the “business as usual” allocation is set to the same
shares as actually occurred in the 2004-06 SPD.

3. Presentation of results
In this section, the main results from the four
policy scenarios are presented in terms of impacts on

Table 1
Calculated percentage of financial envelope division — three approaches for support regionalisation
. Greater .
Scenarios Kurzeme Riga Zemgale | Vidzeme | Latgale Total
Development index approach 17 9,3 19 22,1 32,6 100
Weighted factor formula approach 18,8 17,4 18,7 22,8 22.3 100
SPD 2004 — 2006 financial projects | 20,9 32,2 19,6 18,4 8,9 100
for rural development measures
Source: Saktina D. & Meyers W.H. (2006)
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macroeconomic indicators (real GDP, employment
levels) and sectoral effects (factor income, and
distribution of household income and consumption
expenditure between different household categories).
The effects of the last three Scenarios are measured
as deviations from the Baseline scenario, which
incorporates not only the funding levels of the 2007-
2013 programming period but also the increased
financial envelope for Latgale region.

3.1 Impacts on households

Household Income. The impacts of all scenarios
on the distribution of income of different household
categories are presented in Table 2. In the case of
agricultural households, the Baseline has the highest
incomes, which is due to the direct transfer of area
payments to their budget. In scenarios — “investment
in Axes 1 and 37, “investment in Axis 3 only” and
“investment in public sector only”, incomes of
agricultural households decline compared to the
Baseline, because the area payments are transferred
to investment support. However, the increased
investment support increases the incomes of all
other household categories in both rural and urban
households. The “investment in public sector only”
scenario, where investment support is entirely for
public infrastructure, is the one that has the highest
positive impact on the incomes of rural local
households and urban households working in rural

areas, while the “investment in Axes 1 and 3” and
“investment in Axis 3" scenario result in a slightly
lower, but still positive impacts for most household
categories. An important finding is that all scenarios
result in positive diffusion of impacts towards the
income of urban households, while the Baseline
scenario increases incomes of agricultural households
at the expense of others due to area payments.
Household Expenditure. In terms of household
expenditure (Table 3) the Baseline scenario
again results in the best outcomes for agricultural
households, but expenditures for other rural and all
urban households are higher in the other scenarios.
Yet expenditures for all households together are
higher for Scenarios 1 to 3. Again the tradeoffs
between agricultural households and all others
are seen in the results. The reduced spending of
agricultural households in “investment in Axes 1
and 37, “investment in Axis 3” and “investment in
public sector only” scenario is due to the big loss
in their household income when area payments are
removed. The interesting fact that emerges is the big
increase in the expenditures of urban households that
occurs as a result from the direct effect of shifting
area payments to investment support. Investment
support leads to an increase in the production of urban
sectors and consequently more labour is demanded
in order to produce more. Since households are
the owners of the labour factor this would result

Table 2
Impacts on Household Income (% change from Baseline)
BASELINE Area Area Area
(32.6% of payments payments payments
Households RDP moved to moved to moved to
investments) | investment in | investmentin | investment in
LVL 1000 Axes 1 and 3 Axis 3 only public sector
Rural Households total 252565 -14.64 -14.94 -13.53
Rural households with incomes in 30582 1.20 0.89 275
rural area
Rural Commuter to the Urban area | 33103 0.86 0.60 1.45
Rural Commuter to the rest of 14267 0.59 037 130
country
Agricultural Households 174612 -21.60 -21.91 -20.44
Urban Households total 320190 0.55 0.32 0.58
Urban households with incomes in 283895 051 027 0.45
urban
Urban Commuter to the Rural area | 26310 1.06 0.91 2.12
Urban Commuter to the rest of 9985 033 0.19 027
country
Total Households Income 572756 -6.15 -6.41 -5.64

Source: CGE model results for one year support period
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in an increase to their income and consequently
to their expenditure levels. The “investment in
public sector only” scenario again has the largest
positive impact on rural non-farm households and
on all households in aggregate, though the impacts
on urban households do not differ much among

Scenarios 1 to 3.

3.2 Macroeconomic Indicators

The employment and GDP impacts indicate how
different policy approaches can impact the economic
performance of the region.

Employment. The effects of the four alternative
Scenarios on skilled and unskilled employment levels
for the rural area are shown in Tables 4 and 5. The

Table 3
Impacts on Household Expenditure (% change from Baseline)
BASELINE Area Area Area
(32.6% of payments payments payments
Households RDP moved to moved to moved to
investments) | investmentin | investmentin | investment in
LVL 1000 Axes 1 and 3 Axis 3 only public sector
Rural Households total 186473 -12.11 -12.33 -11.00
i(ulizelllarlézuseholds with incomes in 23202 3.95 374 551
Rural Commuter to the Urban area 26201 2.93 2.75 3.51
CR;lleiryCommuter to the rest of 11862 216 200 286
Agricultural Households 125207 -19.59 -19.82 -18.42
Urban Households total 160606 14.91 15.23 14.76
Ljrf;? households with incomes in 145197 14.98 1530 14.75
Urban Commuter to the Rural area 10449 16.10 16.55 17.15
g(fl’igy Commuter to the rest of | g5 10.19 10.44 10.01
Total Households Income 347079 0.39 0.42 0.92
Source: CGE model results for one year support period
Table 4
Skilled Employment Effects (% changes from Baseline)
BASELINE Area Area Area
(32.6% of payments payments payments
RDP moved to moved to moved to
investments) investment in Axes 1 investment in investment in
LVL 1000 and 3 Axis 3 only public sector
Rural Area 31371 1,43 1,46 3,57
Primary 2129 -4,19 -7,95 -6,23
Secondary 6615 3,14 1,83 2,33
Tertiary 22627 1,26 2,12 4,88
Urban Area 42132 0,60 0,40 0,39
Primary 129 0,78 0,39 -0,39
Secondary 12293 0,86 0,74 1,32
Tertiary 29710 0,46 0,21 -0,11
Total 73503 0,92 0,81 1,63

Source: CGE model results for one year support period
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different direct effects that shape the aggregate results
of the scenarios record different changes in skilled
and unskilled employment levels. The “investment
in Axes 1 and 3” scenario causes increases in rural
skilled and unskilled employment levels compared
to the Baseline Scenario. This scenario affects
more the employment levels of every sector except
Agriculture, Fishing and Transportation, though
some differences are small. The largest increases are
in the Mining, Wood Manufacturing, Construction,
Hotels, Real Estate and Other Services sectors. The
percentage changes that are recorded in these sectors
are due to the big increase in their production that
leads to an excess demand of labour in order to be
able to produce more.

The “investment in public sector only” scenario has
clearly the best total skilled and unskilled employment
impacts but is worse for Agriculture, Fishing, all
Manufacturing, Trade and Hotels employment.
The higher impacts in total employment are due to
the high positive impacts in the employment of the
Electricity, Transportation, Construction, Health
and Other Services, which result from the focus on
public infrastructure investment. These sectors are
also labour intensive and, consequently, in order to
produce more they demand more workers. As for
the effects that constitute this scenario, investments
linked to production draw final results in all sectors.
Only the Construction sector increases its employment
levels mainly due to investments in commodities.

Real Gross Domestic Product (GDP) at Factor
Cost. The scenario-specific impacts on rural and
urban real GDP at factor cost from the implementation
of the four alternative policy scenarios are presented

in Table 6. Focusing on the impacts caused by the
four direct mechanisms that comprise the Baseline
scenario we can draw some conclusions. The area
payment that is directed to the household income
budget has the ability to increase (decrease) only the
GDP of'the Agricultural and the Fishing sectors of the
rural economy. In the remaining sectors the effects
are negative (positive). When these area payments are
shifted to investment programmes in the “investment
in Axes 1 and 3”, “investment in Axis 3 only” and
“investment in public sector only” scenario, this
creates a loss in Agricultural and Fishing GDP.
This shows that the agricultural sector is important
in the formation of the rural GDP, since its decrease
causes lower positive percentage changes in the
rural total GDP compared to the Baseline scenario.
In general, investments linked to production are the
ones that dominate the aggregate rural effects of the
“investment in Axes 1 and 3” scenario.

Focusing into the sectoral decomposition, it
seems that each scenario is resulting different GDP
effects. The implementation of the Baseline results in
the highest positive GDP impacts in the rural primary
sector, an effect mainly attributable to the direct
effect of its capital. The remaining three scenarios
seem to be able to generate higher percentage changes
for rural secondary and tertiary sectors which are
attributable to the effects of investments generated by
the Manufacturing, Construction and Trade sectors
when area payments are converted to investment
support. This indicates that these sectors have high
linkages in the rural economy and have the ability to
generate the highest positive effects. Also, these three
scenarios seem to diffuse the higher positive GDP

Table 5
Unskilled Employment Effects (% changes from Baseline)
BASELINE Area Area Area
(32.6% of payments payments payments
RDP moved to moved to moved to
investments) investment in Axes investment in investment in
LVL 1000 1and3 Axis 3 only public sector
Rural Area 10024 1,36 1,03 3,13
Primary 567 -4,19 -7,98 -6,23
Secondary 2893 3,07 0,43 -0,64
Tertiary 6564 0,97 2,09 5,82
Urban Area 12938 0,44 0,27 0,33
Primary 0 0 0 0
Secondary 5358 0,05 0,17 0,91
Tertiary 7580 0,71 0,34 -0,06
Total 22926 0,79 0,56 1,39

Source: CGE model results for one year support period
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Table 6
Aggregate Impacts on Real GDP at Factor Cost (% changes from Baseline)
BASELINE Area Area Area
(32.6% of payments payments payments
RDP moved to moved to moved to
investments) investment in Axes 1 investment in investment in
LVL 1000 and 3 Axis 3 only public sector
Rural Area 209456 -0.21 -0.36 0.81
Primary 35193 -6.43 -7.88 -7.09
Secondary 51231 1.83 0.84 0.87
Tertiary 123031 0.72 1.28 3.05
Urban Area 318646 0.31 0.20 0.20
Primary 716 0.31 0.16 -0.15
Secondary 109932 0.37 0.34 0.70
Tertiary 207998 0.28 0.13 -0.06
Total 528102 0.10 -0.02 0.44

Source: CGE model results for one year support period

effect towards the urban area, even if these effects are
small. This is attributable to the high linkages that the
Manufacturing, Construction and Trade sectors of the
rural economy have with the urban sectors. The highest
rural Secondary sector impact is in the “investment in
Axes | and 3” scenario, while the highest Tertiary
and Total impacts are in the “investment in public
sector only” scenario, the only one where Secondary
and Tertiary sectors gain enough to make the total
rural GDP higher than the Baseline. The total GDP
gain is also highest in the “investment in public sector
only” scenario.

Conclusions

This analysis has focused on the description of
the magnitude and the distribution of effects that
result from the implementation of two alternative
policy scenarios for Latgale region. The results show
that each scenario is predicting different qualitative
and quantitative impacts in total and also in sectoral
effects as well as differences in the distribution of
effects between its rural and urban parts.

The comparative analysis of the scenario results
show that in terms of GDP, the “investment in public
sector only” scenario is the one that leads to the
largest increase in the total GDP of the rural area
while the “investment in Axes | and 3” scenario has
the highest total positive effects for the urban area.
Focusing on the aggregate sectoral effects it seems
that these two scenarios are again the most effective
for the rural and urban areas. The “investment in
public sector only” scenario increases more the GDP
of the rural tertiary and urban secondary sector, while

the “investment in Axes 1 and 3” scenario has the
ability to have a greater positive impact on the GDP
of the rural secondary, urban primary and tertiary
sectors. As for the rural primary sector, results show
that the Baseline scenario is the one that provides the
highest positive effects. The impacts in employment
levels have the same distribution of effects as in GDP
terms. The results show that again the “investment in
public sector only” is the one that leads to stronger
total positive effects in the rural part of the region
while the “investment in Axes 1 and 3”, scenario is
the “best” for the total urban employment. As for the
sectors that increase more their employment levels
from the performance of the four scenarios they are
the same as in the case of GDP. Concentrating on the
effects in the income and expenditure of the different
household categories, results show that the Baseline
scenario has the ability to increase more the income
(due to area payments) and the expenditures of
agricultural households. In contrast the “investment
in Axes | and 3”, and “investment in public sector
only” scenarios are most effective for the income and
the “investment in public sector only” scenario for
the expenditure of urban households.

In overall, the results suggest that the “investment
in public sector only” scenario is the one that leads to
the strongest positive effects in the rural part of the
region especially for GDP, employment levels and
domestic activity. Also, this scenario is generating
the highest positive impacts in domestic production
and consumption levels and in imports. These results
are mainly attributable to the positive effects that are
recorded in the tertiary sector and also in the positive
effects that are recorded in the tertiary and secondary
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commodities. As for the aggregate effects of the
“investment in public sector only” scenario they seem
to be driven by investments linked to production. In
contrast, the “investment in Axes 1 and 3” scenario
is the one that causes the highest positive impacts
for the urban area. It seems that this scenario has
the ability to diffuse the highest impacts towards
the urban area in terms of GDP, employment levels,
exports and household income. The Baseline scenario
is the one that affects more the primary sector in both
areas. These results are mainly attributable to the
direct effect of area payments that are transferred to
the income of agricultural households and increase in
the capital of the agricultural sector.

Recommendations

Given the reforms recently proposed in the Health
Check process, it seems clear that the future of CAP
reform will see more financial resources being
transferred from farm income support measures
to rural development measures. This may be
through increased mandatory modulation, voluntary
modulation, or outright budgetary shifts. The
motivation for this study was to explore the potential
impacts of such a change in programme design and
funding, especially on a lagging region. Given such a
change in policy direction, we also wished to explore
the differences in investment priorities that could be
implemented. These included increasing the financial
resources for a particular lagging region, shifting
funding within the region from farm support to
investment in all or a subset of measures in Pillar 2.

The actual scenarios that were evaluated were
deliberately extreme in the sense that comparisons
were made between policy alternatives that may not
be realistic in practice. For example, reallocating all
area payments to investment programmes or using
all investment financing for public infrastructure
investments is very unlikely to be realized in reality.
But the impact analyses that were conducted still
indicate the directions of change in outcomes that are
likely to occur even from smaller shifts in programme
design or funding. With these caveats in mind, the
following guidance can be drawn from the analysis:

This analysis would be more valuable if it could
be extended to all 5 regions of Latvia. The CGE
modelling used for this impact assessment has proven
to be an effective analytical tool for evaluation of
alternative rural development policies. It is limited
by the fact that it was only possible to do the analysis
in one of Latvia’s regions. So, for example, when the
financial envelope for Latgale was reduced, the decline
in Latgale’s economic activity and performance
is clearly seen, but the increase in the performance
and well being of other regions cannot be adequately
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measured. A national analysis of the same or other
policy alternatives requires a replication of this
modelling and assessment in all regions together.

Regional modelling and analysis covering all 5
regions of Latvia is recommended both for planning
of strategy and projecting likely results of alternative
policy implementation and for evaluation of results
at the Mid-term review and the conclusion of the
programming period. Having such an assessment
tool would make it possible to conduct a much more
quantitative evaluation before, during and after the
RDP implementation. The regional modelling tool
would assist government and regional authorities in
finding the most promising synergies they can exploit
in developing their regions, given the particular
territorial characteristics and the development
resources available from various public and private
entities.
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Kopsavilkums

Publikacija tiek aprakstiti petijumu rezultati, kas tapusi turpinot talako pétniecisko darbu pie teritoriali
diferencétas atbalsta politikas koncepcijas ieviesanas un atbalsta prioritasu izmainam Latvijas Lauku attistibas
Programmas un KLP maksajumu istenos$ana. Atbalsta prioritasu izmainu ietekme tiek vértéta ar bi-regionalo
CGE modeli. Sim noliikam tika veidota bi-regionala Social Accounting Matrix (SAM), kas atspogulo Latgales
regiona ekonomikas raksturojumu. Talak $T matrica tika izmantota bi-regionala CGE modela kalibrésana un
trts dazadu politikas scenariju vert€Sana. Scenariji ietvéra pamatscenariju un 3 alternativos scenarijus LAP
pasakumu finans&juma pardaliSsana starp LAP atbalsta astm un atbalstitajam nozar€m. Scenariji ietvéra
visradikalakas finans€juma pardales variacijas starp 1 un 2 Pilaru, LAP asim un pasakumiem. Analizes rezultati
rada, ka scenarijs ar LAP un KLP maksajumu budzeta novirzisanu sabiedriska sektora attistibai/investicijam
taja, ir vispiemérotakais un ar vislielako pozitivako ietekmi uz Latgales regiona lauku socialo un ekonomisko
attistibu.

Economic Science for Rural Development Nr. 19., 2009 35
ISSN 1691-3078



I Jurgena, D. Svédere Documentary Evolution and Transformation of

Business Partnerships in Latvia

Documentary Evolution and Transformation of
Business Partnerships in Latvia

Inara Jurgena, Dana Svedere, F aculty of Economics,
Latvia University of Agriculture, e-mail: efdok@llu.lv

Abstract

The paper contains research results on the formation of contractual relations and their development to
promote cooperation among companies (businessmen) at national and international levels. The paper focuses
on the analysis of the evolution — changeability or stability — of basic principles for establishment and
functioning of various type partnerships, assessing the economic nature and significance of their functions or
transformations.

It was ascertained that over the analysed period of 70 years, the types of business partnerships have changed
several times in Latvia and other European countries, but their economic and legal nature have remained.
New essential opportunities were brought by European economic interest groupings as a form of cooperation
among enterprises in Latvia, promoting the international integration of businessmen of the European Union in
order to increase competitiveness on global markets.

Specific economic interest groupings are set up and function in international investment flows for promoting

real cooperation and integration.

Key words: agreements, enterprises, cooperation, investments, economic interests

Urgency of the topic

The evolution of corporative, regional, and
international mobility of financial capital as well as
choice possibilities for mobility and dislocation of
intellectual nonmaterial resources, in connection with
other globalisation processes and instruments, activate
the current and create new forms of cooperation
among enterprises.

Theoretically, many forms or various types of
cooperation are possible, but they are based on certain
contractual relations.

Certain features of this evolution, conversion
or transformation are revealed when compiling and
provisionally assessing the foundation or performance
goals of business partnerships defined or viewed by
the laws related to business partnerships or partnership
agreements and passed during the 70-year period
in Latvia. The directions, intensity, consequences
or liability of these changes are scientifically
interesting, and might be economically significant
topics of research in management, administration,
entrepreneurship, or other aspects.

The legal framework providing the emergence and
functioning of such research objects is comprised of
several laws, including the Civil Law of the Republic
of Latvia of 1937, the laws “On Entrepreneurship”
and “On Business Partnerships” passed after the
restoration of independence, and the Commercial Law
of the Republic of Latvia passed afterwards. Over

36

the past years when Latvia became a member of the
European Union, the set of documents was enlarged
by the European Council Regulation No. 2137/185
“On European Economic Interest Groupings” and the
Law on European Economic Interest Groupings. A
preliminary comparative analysis of these documents
revealed a new paradigm within the context of the
European Union’s four freedoms — free movement
of goods, free movement of capital and circulation
of payments, free mobility of employees and choice
of residence. The urgency of our research topic is
overwhelmingly characterised by cooperation among
enterprises, their integration, and harmonisation
of their activities as well as informal or formal
cooperation in direct relation to mobility opportunities
for individuals, information, goods, and capital.
Besides, the possibilities, expediency, or eventual
implications of using various new forms of business
partnerships can be evaluated in several aspects.

It can be researched from the aspect of efficient
cooperation among some industry’s enterprises,
the aspect of an effect caused by international
communication, the aspect of economic productivity,
the aspect of promoting technical and technological
processes, and other aspects.

The forms of cooperation among enterprises and
businessmen on the European Union scale (groupings,
business partnerships etc.), which are legally put in
order and economically promoted, can create new
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effective impulses and stimuli for scientific and

technological progress as well.

The mentioned considerations for the research
urgency define also the hypothesis: over the analysed
70-year period, the names of business partnerships
have changed several times in Latvia and in other
European countries, yet their economic and legal
nature have remained, but European economic
interest groupings as a form of cooperation create
new opportunities for international integration
among businessmen (enterprises) of the European
Union countries and for increasing competitiveness
in global aspects.

The aim of the research is to analyse the
evolution, changeability or stability of basic
principles for establishment and functioning of
various type partnerships, and to assess the economic
nature and significance of their fluctuations or
transformations.

Several tasks have been set forth to achieve the
research aim.

— A comparative analysis of the principles for
establishment and functioning of companies
defined in the Civil Law of the Republic of
Latvia, the law “On Business Partnerships”, and
the Commercial Law

— The assessment of the economic harmony of
business partnerships’ goals defined in the above
mentioned laws.

— The analysis of the theoretical background and
economic concept of European economic interest
groupings within the context with business
partnerships defined by the Latvian laws.

— The assessment of the existence of economic
differences in the definitions for the goals and
functioning principles of business partnerships in
the Civil Law, the Commercial Law, the law “On
Business Partnerships”, and the EC Regulation
No. 2137/85 on EEIGs.

Researched methods used for performing the
research tasks.

The analysis and deductive methods were used
for identifying differences or compatibilities in the
laws studied in the research.

The inductive and synthesis methods were used for
revealing and defining differences or relationships.

In all the four documents, a PEST analysis was
carried out for the definitions of goals.

Several groups of materials were used to execute
the research tasks.

Paragraphs 2241-2280 of Chapter 16 of the Civil
Law of the Republic of Latvia, the Latvian laws “On
Entrepreneurship”, and “On Business Partnerships”,
as well as Paragraphs 77-133 of Chapters 9 and 10 of
the Commercial Law were used to research the legal
framework.

The EC Regulation No. 2137/85 on European
economic interest groupings was used as international
document.

The following statistical sources were used:
the Register of Enterprises, Republic of Latvian,
Eurostat, the Central Statistical Bureau as well as
special literature.

Results and Discussion

1. Forms of entrepreneurial activity

A summary of the forms of entrepreneurial
activity developed on the basis of above-mentioned
laws is arranged in Figure 1.

The name of any cooperation form, founded on
the basis of an agreement, originated in a special law
or in a special chapter of a general law.

The business entity — partnership agreement — is
defined in the Civil Law of the Republic of Latvia of
1937. 1t was passed by President and Prime Minister
Karlis Ulmanis.

Business partnerships of two types — full liability
partnership and limited partnership — emerged right
after the restoration of independence in 1991.

By transforming and interpreting the form
“partnership agreement” set by the Civil Law, 10
years later — in the year 2000 — personal partnerships
of two types - full liability partnership and limited
partnership — emerged with passing the Commercial
Law. After Latvia joined the European Union, new
business form emerged — European economic interest
grouping.

The Civil Law (Paragraph 2241) defines a
partnership agreement as an association of two or
more persons based on a partnership contract for the
attaining a common goal through united efforts or
resources.

The definition is added by a comment that
the provisions of the Law apply to all forms of
partnerships (which are established and function by
contract).

According to the latest laws or from the point of
view of nowadays, the first part of Paragraph 2243
of the Civil Law is interesting: “each member of a
partnership shall participate in a partnership with
his or her contribution. Money, property, claims or
work may be contributed. Besides, there is a specific
provision for those partners contributing only their
work. It is defined in the second part of Paragraph
22477 “A contract may provide however, that a
member who participates in the partnership for the
acquisition of a common goal, only with individual
work, shall share in profit, but not losses”.

The law “On Entrepreneurship” as one of the first
laws of the Republic of Latvia was passed on October
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BEvolution of names for legal forms of business partnershipsin Latvian legislation

Partnership agreement

|

Business partnership

Full liability partnership

y

Personal partnership

Full liability partnership
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BEuropean Economic Interest Grouping
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1991
Limited partnership
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Limited partnership
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Source: laws of the Republic of Latvia

Figure 1. Forms of entrepreneurial activity referred to in business agreements
in Latvia between 1937 and 2008

18, 1990 with the restoration of independence in
Latvia and of market economy. Paragraphs 18-20 of
the law stated the status and definitions of business
partnerships: “A business partnership is an association
of entrepreneurs (enterprises) which is created by the
agreement of its founders (entreprencurs). Partners of
a business partnership, according to the agreement,
invest their property in the business partnership”.
So, investing personal labour is not provided for or
allowed by this (1990) Law. However, it provides for
two forms of business partnerships:

1.) full liability partnership;

2.) limited partnership.

There is a difference in the status of partners:
those partners who have invested real property that
can be evaluated take full responsibility and gain
the status of complementary partner, but those who
have paid only participation fees, gain the status of
limited partner being responsible for the partnership’s
liabilities only to the extent of their fees.

After Latvia regained its independence, the
Supreme Council (Parliament) passed the law “On the
Register of Enterprises of the Republic of Latvia” in
1990 as the first law in the set of laws on companies.
In this law, the term “business partnership” appears
in the registration provisions for each form of
entrepreneurial activity.

The special law of the Republic of Latvia “On
Business Partnerships” was passed on 5 February,
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1991 and published in the newspaper “Zinotajs”
(Reporter) in Issue 11/12, 1991.

It defines a business partnership as “a company
that is created by the agreement of its partners”.
The partners could be both individuals and/or legal
entities.

The goal of creating business partnerships is
indirectly defined in Paragraph 1 of the law: “a
business partnership is created by two or more
individuals or legal entities which, according to the
agreement made, invest real property or personal
labour in the common enterprise for the purpose of
doing business”.

The law yet provides for that the particular form
and goal of entrepreneurial activity is stipulated in the
foundation agreement.

The third part of the same paragraph states
that a business partnership is not a legal entity. It
implies that business partnerships are not allowed
to make economic transactions in their name and be
independently responsible for real property. Such
functions are performed by a complementary partner
of the business partnership.

The definition of limited partnership is even
more complex: “A limited partnership is a personal
partnership, the goal of which is to do business
by using a common firm in which two or more
persons (partners) are associated by the partnership
agreement, provided that the responsibility of at least
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one partner (limited partner) toward the partnership’s
creditors is limited to the extent of his/her investment,
but the personal responsibility of other partners
(complementary partners) is not limited”.

The third part of Paragraph 124 of the law states
the main difference in a limited partner’s rights and
obligations: “A limited partner suffers losses only
to the extent of his/her share of capital and his/her
future investment”. For comparison — the general
procedure for distributing profits and losses is
stipulated in the second part of Paragraph 88: “profits
and losses of a partnership (full liability partnership)
are proportionally distributed among the partners
according to their investment (share of capital) in the
partnership”.

The second difference in the status of limited
partner (Paragraph 126) is that he/she “has no rights to
represent the partnership dealing with third persons”,
and the third difference (Paragraph 127) — “a limited
partner takes responsibility towards creditors to the
extent of his/her investment”.

According to the law “On Business Partnerships”
of the Republic of Latvia partnerships are founded
and function for ten years. Substantial transformations
began in the year 2000 when the Commercial Law
was passed. In this law, business partnerships were
renamed in personal partnerships, subdividing them
in full liability partnerships and limited partnerships.

The Commercial Law (Paragraph 77) defines
a full liability partnership in a very confusing way
as “a personal partnership, the goal of which is
to do business by using a common firm in which
two or more persons (partners) are associated by
the partnership agreement, without limiting their
responsibility towards the full liability partnership’s
creditors”.

The second part of the same paragraph (77)
contains a comment that “the provisions of the
Commercial Law on the partnership agreement apply
to a full liability partnership unless stated otherwise
in this chapter”.

Afterthat, another structure founded on contractual
relations — European economic interest grouping
(EEIG) — emerged. It was based on and functioned
according to the FEuropean Council Regulation
No. 2137/85 “On European Economic Interest
Groupings” passed on July 25, 1985. It says that this
form of entrepreneurial activity has gained a 20-year
experience in the oldest European Union member
countries, while in Latvia it was formally legalised
in 2004 when the law on European economic interest
groupings was passed.

The law defines these groupings the same
way as in the European Council Regulation No.
2137/85. Paragraph 1 states that persons willing
to establish a grouping shall make an agreement

and register according to a certain procedure. A
grouping established in this way gains abilities to
take any liabilities, gets rights to conclude contracts
or sign other legal documents, and be a plaintiff and
defendant in a law court in its name.

However, the goal of establishing such groupings
is defined in Paragraph 3 of the same Regulation. “A
grouping’s goal is to facilitate or expand its partners’
economic activity and to improve or increase the
results of this activity: its goal is not to earn profit”.

2. Foundation of new business partnerships

When studying groupings of enterprises and
companies founded in the form of personal partnership,
their relations with general macroeconomic processes
are partially revealed.

First, these partnerships are being founded more
often over the recent months. For instance, the
information on new nine full liability partnerships
was published in the newspaper Latvijas V@stnesis
(Latvian Reporter) in September, 2008. This activity
could be related to the efforts of several entrepreneurs
to strengthen output capacities, using the advantages
of economic concentration for more rational business
management and for substantially increasing overall
competitiveness.

The second characteristic feature of personal
partnerships is that construction enterprises — builders
of housing, bridges, and roads — unite into groupings
more intensively.

The third feature is that only legal entities unite
into groupings in the form of company.

The fourth feature — partners in a full liability
partnership are mostly limited liability companies,
but often two forms are united — a joint stock company
and a limited liability company.

The fifth feature — foundation of full liability
partnerships goes beyond a national economy, and,
for instance, Estonian and Latvian companies unite.

The progress towards international cooperation
is characterised by registered changes of owners and
managers. For instance, as of August 29,2008 Latvian,
Estonian, and Lithuanian citizens are members of the
Board at “Agro TRADE Latvia” Ltd.

3. Groupings of enterprises (entrepreneurs)

The statistical information (from the Register
of Enterprises) published in the newspaper Dienas
bizness (on January 31, 2008) on the largest 3000
enterprises in the Baltic countries was used for
analysing the formation of enterprise (entrepreneur)
groupings and the quantitative indicators of their
performance.

Among the largest enterprises, there were 45
companies (mostly joint stock companies), the name
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Forms of business partnerships
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common goal by common etforts and
resources

A partnership iz an association of two or

Business partnership (1991)

A business partnership 1s created by two
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enterprise for doing busiess

Full liability partnership in the form
of personal partnership (2000)

A full hability partnership is a personal
partnership. the goal of which 1 to do
buginess by using a common firm
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personal partnership (2000)
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buginess by using a common firm

expand the

Furopean Economic Interest Grouping
(2007)
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eConomic

activity  of its
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Source: laws of the Republic of Latvia

Figure 2. Analysis of comparing the goals of business entities created by agreement

of which included the word “group”. But attitudes
to the formation of entrepreneur groupings are very
different in the analysed countries: an absolute
majority of groupings (78%) operate in Lithuania,
nine groupings (20%) in Estonia, and only one in
Latvia. It motivates to do an extensive analysis and
to determine the impact of formation of groupings on
the size of enterprises or output capacity.

The breakdown of the 200 largest enterprises by
country was analysed for this purpose.

Another and different relationship was identified
— the majority of large enterprises are located in
Estonia (36.7%), slightly less in Lithuania (34.3%),
but the fewest — in Latvia.

One can conclude from this analysis that the
capacity of enterprises (turnover) is impacted by
other factors, yet in Latvia these facts coincide: the
fewest groupings and the fewest large enterprises.

The breakdown of enterprise groupings by industry
and by type of economic activity was analysed further.
It was revealed that enterprise groupings emerged
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mostly in commerce where 45% of the analysed 300
enterprises are operating.

The second largest part of enterprise groupings
or 27% is engaged in processing, but the third — in
construction (15%). Other groupings are engaged
in the sector of services, energy supply, and other
industries.

By additionally analysing the list of fast growing
enterprises and companies, it was ascertained that
there are few enterprise groupings in it — only 4%.
This phenomenon might have two causes:

1) stable enterprises with an even pace of
development operate in groupings;

2) lack of sustainability for part of enterprises which
vanish after short and extensive breakthroughs.

4. Groupings of enterprises with foreign
capital

A lot of enterprises which are founded with
foreign capital involvement operate in Latvia.
The interests of foreign businessmen in Latvian
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Table 1

Proportion of businessmen (companies) with foreign capital involvement in the total number of
businessmen in Latvian regions in 2004-2006

. L. . Proportion of companies with foreign capital involvement, %
Latvian statistical regions
2004 2006
Riga region 12.7 12.2
Pieriga region 5.6 6.2
Kurzeme region 5.7 5.7
Zemgale region 4.2 3.6
Vidzeme region 32 2.9
Latgale region 2.7 2.5

Source: authors’ calculations according to data of the CSB and the Register of Enterprises

Table 2

Proportion of companies with foreign capital involvement in Latvian cities and regions

X X R . . X Proportion, %
Latvian planning regions and cities of national importance
2004 2006
Riga 79.3 78.3
Jormala 1.7 1.7
Pieriga region 7.9 8.6
Liepaja 1.9 2.1
Venstpils 1.5 1.3
Kurzeme region 5.6 6.0
Jelgava 1.0 1.0
Zemgale region 3.0 2.7
Daugavpils 1.4 1.3
Rézekne 0.3 0.1
Latgale region 1.9 2.1
Vidzeme region 2.3 2.3

Source: authors’ calculations according to the CSB data

regions are characterised by estimates arranged in
Table 1.

One can conclude from the estimates included in
Table 1 that foreign businessmen are more interested
in industrial regions — Riga, Pieriga, and the seaports
of Kurzeme.

It is an interesting process that foreigners from the
city of Riga move to the territories of Pieriga — it is
supported by the fact that the proportion of enterprises
with foreign capital involvement decrease in Riga,
but an increase is observed in Pieriga region.

The co-activity of foreigners is much smaller in
the agricultural region of Zemgale, and very small co-
activity is observed in Vidzeme and Latgale, although
industry is quite developed in Valmiera, Daugavpils,
and Rézekne.
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Proportions of companies with foreign capital
involvement are very dissimilar (Table 2).

As we can see in Table 2, almost four fifth of
the companies having Latvian and foreign capital
are located in Riga (78-79%), but if Jurmala
and Pieriga region are included, they account
for 89%.

In Kurzeme region, joint companies operate not
only in the industrial and port towns of Ventspils and
Liepaja, but also in the region’s territory, establishing
industrial enterprises also in primary production.

Foreign businessmen are not interested in
the city of Jelgava as they prefer the rest of the
territory. In Latgale the situation is different
— the majority of them have chosen the town
of Daugavpils.
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Kopsavilkums

Raksta sakaroti ptfjumu rezultati par [igumattiecibu veidoSanos un to attisttbu uznémumu un uznémeéjsabiedribu
(komersantu) sadarbibas veicinaSanai nacionala un starpnacionala (internacionald) ltmeni. Analizéta dazada
veida ligumsabiedribu dibinasanas un darbibas pamatprincipu attistiba — mainiba vai stabilitate, izvertgjot to
fluktuaciju vai transformaciju ekonomisko saturu un saimniecisko nozimi.

Noskaidrots, ka Latvija un citas Eiropas valstis analiz&taja 70 gadu perioda uznémumu ligumsabiedribu veidi
ir vairakkart maintjusies, bet to ekonomiska un tiesiska butiba saglabajusies.

Jaunas bitiskas iesp&jas ienesa Eiropas Ekonomisko interesu grupas ka uzpémumu sadarbibas formas
aktualizéSana Latvija, veicinot Eiropas Savienibas valstu uzpéméju (komersantu) starpvalstisku integraciju ka
konkurgtspgjas paaugstinasanu globalajos tirgos.

Savdabigas ekonomisko interesu grupas realas sadarbibas un integracijas veicinasanai veidojas un darbojas
investiciju starptautiskas plismas.

Atslégas vardi: [igumi, uzn@mumi, sadarbiba, investicijas, ekonomiskas intereses
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Abstract

Our previous study, conducted with the technical assistance of the World Bank (2007) diagnosed characteristics
of the lagging territories in Lithuania and found that there were significant territorial differences in the country
that were not widely reflected in previous rural development programming documents. This was the case, even
though the logic of territorial development is that conditions in different places require different combinations
of measures and actions. Studies of the CAP by ESPON (2006) conclude that most CAP measures are
non-territorial, with the exception of LEADER which was hailed as one of the more efficient and effective
mechanisms under the CAP for addressing territorial development. Thus the focus of this study is on Axis 3
Measures and LEADER.

This study was undertaken to analyse the measures programmed and expenditure planned under Axis 3 of
the Lithuanian RDP. These measures are assessed in relation to the Government of Lithuania’s set goal of
more balanced territorial development in the National Rural Development Strategy 2007-2013 and Rural
Development Plan for Lithuania 2007-2013. Then we compare Lithuania’s Axis 3 measures to those
programmed by a selection of other countries in the EU. Finally, we draw lessons from other countries that
may be applicable to Lithuania in the future, and suggest how these lessons can be applied in order to enhance
balanced territorial development. We make recommendations for the Lithuanian RDP in terms of measures

selected, implementation means and approaches to targeting.
Keywords: rural development, lagging areas, CAP Pillar 11, territorial development.

Introduction

According to the neoclassical economic growth
theory, it is debatable whether a government should
intervene in economic and social development
of regions at all, or leave everything to market
mechanisms. The latter approach leads, according
to this economic theory, to the equalisation of all
disparities. This development theory, however, does
not explain the persistent disparities in growth and
development observed in the real world. More recent
developments in endogenous growth theory and the
new economic geography (Krugman, 1995) provide a
better foundation for understanding such disparities,
and the importance of location in assessing causes
and remedies for such disparities.

Problem territories are regions with severe
economic and social problems, a low standard of
living and often a polluted environment (Ku ar,
2006). Contemporary regional policy is based not
only on the promotion of inward investments into the
region and on the development of small and medium
enterprises, but also on the promotion of endogenous
development, that is, on potentials that are coming
from a region itself. If endogenous factors were

poorly developed, then central governments with
their special instruments should help to activate them
(Ku ar, 20006).

A democratic government is obliged to care for
the weakest in its territory, because it is obliged to
ensure a minimum welfare for all citizens. The state
can otherwise face severe economic, political and
social consequences. Problem regions and problem
sub-regions as an instrument of regional policy are
therefore still inevitable (Ku ar, 2006). So when
a territory or social group lags too far behind, the
government ends up spending more on social safety
net programmes for these persons or regions.

The territorial development concept suggests
that the blanket application of national policies may
not be equally suited to very different contexts.
Accordingly, the planning and management of
territorial development programmes is best devolved
as much as possible to people most familiar with
local conditions, such as the Local Action Groups
(LAGs) established as delivery mechanisms for the
EU funded LEADER programme.

The study conducted in 2007 provided guidance
on diagnostic indicators that were used to capture
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territorial differences in social and economic well
being in Lithuania, and on how these indicators might
inform decision making on the allocation of rural and
regional development funds (Ribasauskiené, Kairyté,
and Meyers, 2007a; RibaSauskiené, Kairyt¢ and
Meyers, 2007b; Kairyté and Meyers, 2009). In the
previous programming period there was little spatial
targeting of the EU supported measures for rural
and regional development in Lithuania and with the
exception of less favourable areas, funding has been
concentrated in the more economically advantaged
areas. The study found that the productive investment
measures funded by the EU-supported Rural
Development Programme in 2004 — 2006 benefited
in preference to farmers in the more productive rural
territories, while lagging areas benefited more from
LFA payments. The study developed a combined
rural development index, which showed that lagging
or severely lagging municipalities are more remote
from urban centres and/or located on the border with
Russia, Poland, or Belarus. No lagging or severely
lagging municipality is adjacent to or contains a city.
So it raised the issue of how best to improve growth
prospects for such areas, especially through the use of
Axis 3 measures and LEADER.

Extensive European research has shown that one
of the main instruments to support rural development
— the Common Agricultural Policy (CAP), has a
mixed impact on balanced territorial development,
and historically favoured more advanced territories
(ESPON 2.1.3, 2004). However, it is promising to
note that during the 2007 —2013 programming period,
it is anticipated that the LEADER approach will have
an expanded role in planning and managing other
measures programmed under the rural development
pillar of the CAP.

While funding for the rural development pillar
of the CAP is set to increase in coming years, past
experience has shown that the EU countries allocated
only slightly more than the minimum for Axis 3
measures (diversification of economic activities
and quality of life) thought to typify territorial
development (European Commission, 2006). Up until
now, the majority of funding for the rural development
pillar goes to farmers and processors to invest in
farm modernisation and agro-processing facilities.
However, for the current programming period it is
expected that the EU countries will spend an average
of 19% of Pillar II budget on Axis 3. Countries

which devote the highest shares of their European
Agricultural and Rural Development Funding to
Axis 3 include the Netherlands (35%), Romania
(30%), Bulgaria (30%) Malta (30%) and Poland
(25%) (European Commission, 2007). It is therefore
an opportune time to conduct a comprehensive
examination of the planned use of Axis 3 measures in
Lithuania as well as the measures LAGs are expected
to implement, and to debate how their choices may
be improved.

This study is intended to contribute to the
analytical process of the CAP Monitoring
Committee during the mid-term evaluation of
the 2007-2013 Rural Development Programme,
and provide input for Lithuania policy makers in
the context of the CAP Health Check for future
programming periods.

1. Appropriateness of measures for

balanced territorial development

1.1. Territorial aspects in Lithuanian RDP
objectives, axes and priorities

While the overall objective of Lithuania’s
National Rural Development Strategy and Rural
Development Plan 2007-2013 aims at “reducing
disparities between rural and urban areas as well
as remote regions”, only two of the twelve priority
criteria to be applied during the programme
implementation make reference to lagging regions
or less favoured areas': actions creating new
working places, additional income sources with
a special focus on the regions lagging behind and
diversification of activities in the less favoured
areas as well as less economically developed
regions. These horizontal priorities will be taken
into consideration when decisions are being made
on which grant or payment applications will be
financed. These horizontal priorities are applied to
Axis 3 and Axis 4 in the form of selection criteria
which are ranked in order of importance (the ranking
determines the weight given the criteria in selecting
funding applications). According to these rankings,
territorial selection criteria will only be used when
choosing among projects that satisfy higher level
priorities, otherwise criteria pertaining to gender,
age, not having received grants in the past, will
be deemed more important. The only exceptions

! young farmers, full-time commercial farms, those who have not yet received the EU support, innovative applications, co-
operative initiatives, improved marketing/production of high-value-added-products, activities benefiting the environment,
action creating new working places or additional income in lagging regions, diversification of activities in less favored areas
as well as less economically developed regions, actions strengthening human capital, actions promoting local initiatives,

actions strengthening business development skills
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were those measures pertaining to LEADER, where
all the selection criteria are related to institutional
capacity.

1.2. Territorial approach in Axis 3 measures
and resources

The total value of the RDP for Lithuania is over
EUR 3 billion (Table 1). This included financing
from EAFRD (55.8%), the Government of Lithuania
(16.6%), and co-financing from project beneficiaries.
Even though a good deal is expected from Axis 3
measures, the anticipated expenditure on these measures
is relatively modest at 17%. However, close to 50%
of this budget is in the form of private co-financing
from beneficiaries, with only 12% of both EAFRD and
Government funding for the entire RDP going to these
measures. However, if we count Axis 4 (LEADER) as
a complement to the territorial development objectives
of Axis 3, it increases to over 18%.

The importance ofthe LEADER approach needs to
be emphasised, with smaller funding reaching a wide
range of stakeholders among the rural population, and
smaller well targeted projects having a sustainable
impact on the skills and knowledge of local people,
animating and encouraging them to undertake new
innovative projects. In countries like Lithuania, where
the tradition of entrepreneurship was debilitated
during the Soviet times, support for experiment with
innovative business ideas is extremely meaningful
for local economic development. Smaller scale
projects are also less demanding in terms of private
co-financing and allow for a more simplified and
transparent application process, which is crucial in
the rural environment. Comparison of allocations
for the different measures of Axis 3 shows that

the greatest share of allocations in Lithuania being
assigned to Business creation and development (36.4
%), Rural tourism (30.7 %) and Diversification into
non-agricultural activities (28.2 %) (Table 2).

In the case of LEADER, the biggest allocation
(94.2 %) is assigned to the implementation of local
development strategies designed to achieve the
aims of Axis 3, including running the LAGs. The
implementation of the local development strategies is
linked to all the measures under Axis 3 on improving
quality of life in rural areas. LAGs will be able to
provide in their local development strategies all
the measures from the list of measures of Axis
3. Moreover, LAGs will be able to envisage new
measures targeted at achieving Axis 3 objectives
which are not provided in the Rural Development
Programme. The RDP states that the LEADER
approach might be extended to include additional
measures under other axes during the programme
period, when more experiences and lessons learned
have been collected.

2. Comparison to selected other Member
States

The previous research has indicated that countries
which are “richer, with smaller and more efficient
agricultural sectors” are more likely to allocate
higher shares of funding to measures focused on
agro-environment, diversification, and the non-farm
economy. Conversely, less wealthy countries with
larger and less efficient agricultural sectors tended
to allocate more funding to competitiveness oriented
measures (e.g., farm modernisation, agri-business
investment) (Ramniceanu and Ackrill, 2007;
ESPON, 2004; World Bank, 2007). This suggests that

Table 1
Lithuanian RDP budget by axis and funding source
Axis
. Total Axis % of
. . Private
EAFRD Gov of Lithuania Contribution (EUR % of | EARDF
million) | NRDP | & Gov
Funding
EUR % of EUR % of EUR % of
million | NRDP | million | NRDP | million | NRDP
Axis 1 697.6 479 232.5 16.0 526.0 36.1 1456.2 46.6 41.2
Axis 2 659.7 76.3 164.9 19.1 40.2 4.6 864.8 27.7 36.5
Axis 3 206.7 38.5 68.9 12.8 260.6 48.6 536.2 17.2 12.2
Axis 4 109.6 63.1 27.4 15.8 36.6 21.1 173.6 5.6 6.1
TA 69.7 75.0 23.2 25.0 0.0 0.0 93.0 3.0 4.1
Total 1743.4 55.8 517.0 16.6 863.4 27.6 3123.8 100.0 100.0
Source: Rural Development Programme for Lithuania 2007-2013
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Table 2
Lithuanian RDP Axes 3 and 4 allocations by measures
Measure Public EAFRD | Private |Total Cost, o
code Measure Expenditure, % of million | million riVoa to % of total
million EUR | public | EUR EUR |P
311 Diversification into non- 75.6 75% 75.6 151.3 50 28.2%
agricultural activities
312 Business creation and 97.7 75%* 97.7 195.4 50 36.4
development
313 Encouragement of rural 82.3 75% 82.3 164.6 50 30.7%
tourism services
322 Village renewal and 20.0 75 5.0 25.0 20 4.7%
development
Total Axis 3 275.6 75 260.6 536.2 49 100.0%
413 Implementation of local 127.0 80 36.6 163.5 22 94.2%
development
strategies designed to
achieve the aims of Axis 3
(running the LAG included)
421 Inter-territorial and 4.2 80 0 4.2 0 2.4%
transnational cooperation
431 Support for acquiring 5.8 80 0 59 2 3.4%
of skills and animating
the inhabitants of LAG
territories
Total Axis 4 137.0 80 36.6 173.6 21 100.0%
Total Axis 3, 4 412.6 297.2 709.8 42

*If a project is implemented under LEADER method, as provided for in Article 70 (2) (b) of Regulation (EC) No.
1698/2005, the Community funding shall cover 80 percent and the national funding shall cover 20 percent of public eligible

expenditure accordingly.

Source: Rural Development Programme for Lithuania 2007-2013

countries tend to select allocations which seem to best
fit their conditions and needs. Within this spectrum,
Lithuania has been classed as having a “balanced
approach” (Ramniceanu and Ackrill, 2007), however
if we look at the track record of countries in shifting
funds from the rural development pillar of the CAP
to direct payments, Lithuania is one of three countries
that has shifted the maximum amount allowable. This
study will compare Lithuania to a selection of both
new and old member states. We first looked at all
of the approved RPDs for the EU member countries
to find those that may be the best for more detailed
comparison, especially those with similar economic
and geographic conditions to Lithuanian and/or that
target lagging regions. With the short-listed countries
or regions, we compared the selection of measures
and relative importance (share of Axis 3 budget) and
allocations. We also looked at which Axis 3 measures
are available to be implemented through LEADER in
different countries.
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2.1. Selection criteria for comparison cases
The selection of comparison countries was based
on the following criteria:

1) similar socio-economic and geographic situation
(neighbouring countries and the Baltic region;
Poland, Latvia, Estonia);

2) countries with advanced LEADER experience,
and which have extensively integrated LEADER
into Axis 3 implementation, and provide more
ways to use Axis 3 measures (Ireland, Finland,
the Northern Ireland);

3) where balanced territorial development or
targeting lagging regions is a strategic policy
priority (the Northern Ireland, Finland);

4) countries that use a large spectrum of Axis 3
measures (provide more choices for ways to use
Axis 3) (Finland, the Netherlands, Ireland); and

5) countries that show the priority of Axis 3 and 4
by allocating a greater share of funding to them
(the Netherlands, the Northern Ireland).
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So Lithuania is compared to Latvia, Estonia,
Poland, Ireland, the Northern Ireland, Finland, and
the Netherlands.

2.2. Comparison of measures the countries
selected and funding allocations

When comparing the importance of Axis 3
funding across all the countries, Lithuania is among
the top ten countries. However, the neighbouring
countries (Poland, Latvia, and Estonia) allocate
higher shares of their budget to this axis. It is
interesting to note that two of the comparison
countries (Ireland and Finland) allocate less than
Lithuania to Axis 3. These two countries are part
of a group that have lower allocations to Axis 3
but which have the highest allocations to Axis 2
(environmental measures).

Comparing budget allocations in more detail
with a subset of countries, we looked at all axes and
at EAFRD, national and private funding. Lithuania
is neither the highest nor lowest in these rankings,
while Ireland and Finland are the only countries
with lower funding shares for Axis 3 and LEADER
combined. The ranking differs somewhat depending
on the used aggregate (Table 3). We consider Axis
3 and Axis 4 (LEADER) together, because the
Northern Ireland and Ireland do not separate them in
terms of funding allocations. Using total funding for
Axis 3 and 4, the Northern Ireland has the highest
allocation (34.1%), the Netherlands is a close
second (33.%) and Estonia is the third (31.4%).
Lithuania, Poland, and Latvia have all allocated
23-24% for Axis 3 measures. If we consider only
EAFRD funding, the Netherlands is the highest
(39.7%), then the Northern Ireland (29.2%), while
Estonia is at a similar level with Poland and Latvia
at about 21-24% and Lithuania is slightly lower at
18%. The reason Estonia’s relative position falls
when only EAFRD is considered it that it has the
highest level of private co-financing planned in
Axis 3 measures, nearly 60% compared to 50% for
Lithuania, Latvia and the Netherlands, and less for
the other countries.

The Netherlands, Estonia, and Latvia in that order
have the highest shares for only Axis 3 funding. If
only Axis 3 is considered, Ireland and the Northern
Ireland cannot be compared, and Finland is the only
one lower than Lithuania.

If only EAFRD funding of Axis 3 is considered,
Poland and Latvia are second and third behind the
Netherlands. The highest funding shares allocated
for only Axis 4 are in the Netherlands and Estonia,
and Lithuania is the third in this ranking.

In general, higher shares of funding devoted
to Axis 3 programmes means a greater priority
to rural development, diversification, non-
agricultural activities and a lower priority being

given to the development of agriculture. Likewise,
it suggests a greater emphasis being placed on
territorial development and less of an emphasis
on sectoral development. Greater allocations
to Axis 4 also represent a strong emphasis on
territorial development, since LEADER is the
principal mechanism for bottom-up planning and
implementation of local development programmes.

The selection and relative allocations to measures
in Axis 3 and Axis 4 are also an indicator of priorities,
and Lithuania allocates its Axis 3 budget more
broadly than most countries and its Axis 4 budget
more concentrated than most. Looking at more detail
into the measures selected for Axis 3, the emphasis
is quite varied across countries (Table 4). All of the
compared NMS allocate the largest share of funding
to the “business creation and development” measure.
Latvia allocates 60 percent and Estonia nearly 80
percent of Axis 3 funds to this measure and most of
the rest into “basic services” (Latvia) and “village
renewal” (Estonia). Finland puts most funding into
“diversification into non-agricultural activities”
and slightly less into “business creation”. Lithuania
spreads most funding across those two measures
plus rural tourism, while the Netherlands also adds
significant funds to rural heritage in addition to
these three. Ireland and the Northern Ireland put all
funding in the Axis 4 “quality of life/diversification”
measure (in these two RDPs Axis 3 implemented
under Axis 4, total Axis 3 and 4 budget). So the
pattern is quite varied, showing the priorities of each
country. However, new member states all place a
similar emphasis on business creation. There is less
difference in the funding of Axis 4 measures, which
is mostly meant for Measure 413 “quality of life/
diversification”. However, the Netherlands and, to a
lesser extent, Latvia fund a broader array of measures
in Axis 4.

2.3. Comparison of Axes and measures
available to LEADER

There is a much broader scope of measures
available to LEADER in some countries than in
others, and Lithuania is among those with fewer
options. In most of the comparison countries,
LEADER has access only to use a subset of Axis 3
measures. However, Latvia, Estonia, Finland and the
Netherlands use the LEADER approach for some Axis
1 measures; and Finland and the Netherlands also
have some Axis 2 measures available for LEADER.
Other things equal, giving LAGs the opportunity to
use a wider array of measures in their development
plans, and it would appear that Finland and the
Netherlands provide the most flexibility to their LAGs
in choosing which measures are best suited for their
local conditions.
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Table 3

Comparison of budget allocations for the comparison countries

Axis 1 Axis 2 Axis 3 Axis 4 TA Axis 3 + LEADER
Lithuania % % % % %

EAFRD only 40.0% 37.8% 11.9% 6.3% 4.0% 18.1%
Public 41.2% 36.5% 12.2% 6.1% 4.1% 18.3%
Total 46.6% 27.7% 17.2% 5.6% 3.0% 22.7%

Poland

EAFRD only 40.7% 33.5% 19.4% 4.8% 1.5% 24.2%

Public 41.7% 32.2% 19.9% 4.6% 1.5% 24.5%

Total 52.9% 22.1% 19.2% 4.8% 1.1% 23.9%

Latvia

EAFRD only 46.8% 28.1% 18.7% 2.5% 4.0% 21.2%

public 47.7% 26.8% 19.1% 2.4% 4.1% 21.5%

total 58.9% 15.1% 21.8% 1.9% 2.3% 23.7%

Estonia

EAFRD only 36.5% 37.4% 12.5% 9.6% 4.0% 22.1%

public 37.6% 36.2% 12.9% 9.3% 4.1% 22.1%

total 37.0% 28.4% 24.1% 7.3% 3.2% 31.4%

Ireland*

EAFRD only 10.3% 79.6% 0.0% 10.0% 0.1% 10.0%

public 11.2% 78.8% 0.0% 9.9% 0.1% 9.9%

total 12.4% 75.0% 0.0% 12.5% 0.1% 12.5%

Northland Ireland*

EAFRD only 9.9% 60.2% 0.0% 29.2% 0.0% 29.2%

public 11.0% 58.1% 0.0% 31.0% 0.0% 31.0%

Total 20.2% 45.7% 0.0% 34.1% 0.0% 34.1%

Netherlands

EAFRD only 29.8% 29.8% 29.8% 9.9% 0.6% 39.7%

Public 29.9% 29.7% 29.8% 10.0% 0.6% 39.8%
national funding topup | 30.9% 67.6% 1.4% 0.0% 0.0% 1.4%

Total 34.3% 32.3% 26.6% 6.6% 0.3% 33.2%

Finland

EAFRD only 11.0% 73.4% 9.5% 5.3% 0.9% 14.7%

Public 7.6% 81.6% 6.5% 3.7% 0.6% 10.2%

Total 12.1% 73.0% 9.4% 5.0% 0.5% 14.4%

*LEADER and Axis 3 implemented together

Source: Rural Development Programmes, selected countries

Conclusions and recommendations
Overall, it can be concluded that Lithuania has
launched a fairly balanced RDP that gives significant
attention to territorial development under Axis 3 and
the LEADER approach. Lithuania is in the middle of
the compared countries’ range with regard to giving
priority to territorial or rural development, as opposed

to sectoral or agricultural development. But being in
the middle also means there can be room to increase
the emphasis on rural and territorial development
measures.

Lithuania’s allocation of 11.9% of EAFRD funds
to Axis 3 measures is only slightly above the minimum
required allocation for Axis 3, while many countries
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went well over this share. The comparisons in this
report are not even the highest figures in the EU. In
Germany, where RDPs are done for each Lander, the
RDPs for Saxony and Mecklenburg allocate 39%
and 41% of the EAFRD funds to Axis 3 alone. This
is typical for the lower income regions in Germany,
which appear to be targeted by giving larger funding
“envelopes” for Axis 3 measures. The comparisons
suggest there is room for Lithuania to increase the
funding priority for Axis 3 measures if and when the
opportunity permits.

Territorial development criteria could receive
greater weight among project selection criteria in
NDRP. In the priority selection criteria, the criteria
that have a territorial dimension are rather far down
on the list, usually 4" or 5%, and 3™ only once. Since
these criteria are applied sequentially, it can easily
happen that all funds are dispersed before any of
these criteria come into play. There are two possible
remedies. One would be to move one or more
territorial priorities in the selection criteria to a higher
level. A second would be to apply several criteria in
ranking projects so that the territorial criteria with
some predetermined weighting always are considered
in funding decisions. It may be easier to transition to
the second approach than to the first, but either one
would achieve a higher consideration for territorial
factors in selection decisions.

It is important to be prepared to adjust the NRDP
as conditions evolve and new needs and opportunities
arise. The main idea is to be able to respond to the
strategies and priorities of the LAGs, which may find
needs in their communities that, are not on the current
list of measures. A wider use of Axis 3 measures
would provide more choices for actors of different
territories. For example, Measure 321 “Basic services
for the economy and rural population” is the second
most important measure in Latvia and Poland in terms
of funding share and could be useful for Lithuanian
countryside. On the other hand, a measure such as
331 “Training and information for economic actors”,
could help in development of human resources in the
territories, informing and directing local leaders and
entrepreneurs towards perspective directions of the
regions. It is not to say that the choices made were
inadequate; but as LAGs develop and mature, the
opportunity for them to broaden the scope of activity
may be important.

Increased territorial development funding could
allow Lithuania to enhance the rural development
support system providing rural residents and local
governments  with  information, coordination,
consultation, and technical assistance. This could
be conceptualised as an advisory service that
provides to non-agricultural activities and non-
farm entrepreneurs the type of consultation and

information that has long been delivered to the farm
business community. It could even be an expansion of
the current advisory services, for example Lithuanian
Agency for Agricultural Consultation, to include a
wider range of expertise to stimulate non-agricultural
entrepreneurship. Ideally, such a “rural business”
advisory service would also pay special attention to
territorial peculiarities, with regard to local advantages
and needs and play an important role in territorial
development and successful implementation of Axis
3 measures.

Lithuania could expand the range of measures
accessible under LEADER beyond Axis 3. As seen
in the comparisons of measures available to be used
by LEADER, several countries provide a much
broader range of options in this list of measures.
Finland has the most extensive list with nearly all
measures in Axis 3 plus a few more in Axis | and 2.
As earlier, the Lithuanian RDP already anticipates
the possibility of expanding the list of measures
that are in the LEADER toolkit. Moreover, it is
also important to acknowledge the role of funds
beyond the NRDP in supporting the work of LAGs.
The EU programmes as INTERREG are already
implemented in Lithuanian rural regions, and may be
appropriate instrument for LEADER. Compatibility
and complementarity of different programmes in the
area should be assessed, synergies explored, giving
the LAGs another — local project coordinators
function.

Territorial development criteria could receive
greater weight among project selection criteria in
NDRP. In the process of project selection, the priority
selection criteria that have a territorial dimension
are rather far down on the list, usually 4" or 5%,
and 3" only once. Since these criteria are applied
sequentially, it can easily happen that all funds are
dispersed before any of these criteria come into
play. There are two possible remedies. One would
be to move one or more territorial priority criteria to
a higher level. A second would be to apply several
criteria in ranking projects so that the territorial
criteria with some predetermined weighting always
are considered in funding decisions. It may be easier
to transition to the second approach than to the first,
but either one would achieve a higher consideration
for territorial factors in project selection
decisions.

Finally, if the programme targets balanced
territorial  development, it should include a
territorial development aspect in all levels of
objectives and measure descriptions, so that the
importance of territorial development at the level
of global objectives would also be articulated at the
level of measure targets. Incorporating territorial
development into implementation mechanisms and
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rural development evaluation indicators could help
to manage and monitor the territorial development
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Abstract

The aim of the article is to determine the historical development and assess the losses caused by the coastal
erosion in Latvia, to analyse the experience of European countries of coastal protection against erosion as
well as to develop recommendations for further actions for efficient solution of this problem according to
the EU Recommendation concerning the implementation of integrated coastal zone management. Statistics,
international and national conceptions and researches on the situation of problems of coastal areas were

analysed within the framework of this study.

Key words: erosion, integrated coastal zone management, cost benefit analysis, environmental issue,
anthropogenic impact, Baltic Sea coastline, accelerated sea-level rise.

Introduction

Coasts are widely acknowledged as being
some of the majority valuable ecosystems on the
Earth in terms of biodiversity and productivity,
but at the same time, they are the most coveted
by humans (e.g., tourist resorts, residential areas,
huge infrastructures, industries). Coastal areas are
increasingly valued by society; both directly and
indirectly, and undoubtedly provide an essential
overall service to humankind and national economy
(CCIRG, 1996). The growing urbanisation that
coastal areas have experienced in the recent decades
represents a major pressure on the maintenance of
their socio-ecological functions, such as protection,
provision of biological and inherent resources,
recreational, cultural and aesthetic values. The
European report (EEA, 2006) on the states of the
coast warns about the increasing anthropogenic
pressure on coastal areas which is particularly high
in the southern sector of the Baltic Sea. About 15
million people live in the Baltic drainage area within
10 km of the coast. The population of the Baltic
Sea basin is increasing much faster than that of the
inland areas, and the high concentration of roads,
ports, airports, industrial, and power facilities will
intensify and coastal degradation will continue to
have a significant impact.

According to the 4" Intergovernmental Panel
on Climate Change assessment report it can be
anticipated that coasts will be exposed to increasing
risks such as coastal erosion as a consequence to the
climate change and sea-level rise. It will add to the
complexity, uncertainty, intensity, and prevalence of
coastal impact in a variety of ways. Low-laying areas
such as deltas, estuaries, coastal plains and barrier
coasts are especially vulnerable to suffering the

52

consequences of climate change (IPCC, 2007). There
are emerging estimates of the physical impacts and
economic costs to coasts in Europe from the sea level
rise and flooding from storm events. The results using
the DIVA database and model produced from the
European Union DINAS- COAST research project
(DINAS-COAST Consortium) developed for Europe
in the PESETA project (Nicholls, Klein 2005) show
impacts increasing dramatically without adaptation:
in the 2080s under the A2 SRES scenario some 19
000 km? of land in Europe could be permanently
lost, potentially affecting some 1.4 million people in
Europe experiencing flooding each year, and with the
estimated economic costs of EUR 18 billion per year
(at current prices). Adaptation could significantly
reduce these costs till approximately EUR 1 billion
per year (Nicholls, Tol 2007).

These trends show that it can be anticipated that
the pressure of uses in coastal areas will continue or
even intensify, and this will require the development
of assessment and management instruments capable
of dealing with them. However there is a long history
of coastal management policies, to date these have
not been implemented in an integrated manner
(EEA, 2007).

The aim of the article is to determine the historical
development, and assess the losses caused by Latvian
coastal erosion, especially in the form of impact on
the regional development, to analyse the experience
of European countries of coastal protection against
erosion as well as to develop recommendations for
further actions for efficient solution of this problem
according to the EU Recommendations concerning
the implementation of integrated coastal zone
management (ICZM). Statistics, international and
national conceptions and researches on the situation

Economic Science for Rural Development Nr. 19, 2009

ISSN 1691-3078



P. Rivza, L. Brinina

Problem of the Baltic Coastal Erosion in Latvia

of problems of coastal areas were analysed within the
framework of this study.

Materials and Methods

Comparative, analytical and historical methods
have been manly used in the paper, taking into
consideration the large amount of literature, the
research character and non-solved questions related
to the coastal erosion problems in Latvia.

The concept of erosion

Coastal erosion is the natural process of wearing
away material from the coastal profile due to
imbalance in the supply and export of material
from a certain section. It takes place in the form of
scouring in the foot of the cliffs or in the foot of the
dunes. Coastal erosion takes place mainly during
strong winds, high waves and high tides, and storm
surge conditions (acute erosion), and may result in
net coastline retreat over time (structural erosion)
(Eberhards, 2003). The rate of erosion is correctly
expressed in volume/length/time, e.g., in m¥/m/year,
but the erosion rate is often used synonymously
with the coastline retreat, and thus expressed in m/
year. Human influence, particularly urbanisation and
economic activities, in the coastal zone has turned
coastal erosion from a natural phenomenon into a
problem of growing intensity. Coastal erosion is
usually the result of a combination of factors - both
natural and human induced - that operate on different
scales. Most important natural factors are: winds
and storms, near shore currents, relative sea level
rise (@ combination of vertical land movement and
sea level rise) and slope (weathering) processes.
Human induced factors of coastal erosion include:
coastal engineering, land claim, river basis regulation
works (especially construction of dams), dredging,
vegetation clearing, gas mining, and water extraction
(EUROSION).

Latvian coastal zone and erosion

Europe’s coast is under growing threat from
erosion, contrary to the development of a wide range
of measures to prevent the coastlines from retreating.
The previous two decades prior to this article
witnessed a certain change of dynamic equilibrium
conditions in coastal development of the Baltic coasts
area. The activation of coastal processes has been
observed along the entire coastline. Such increase in
coastal erosion is affected by the increasing frequency
of the extremely strong and disastrous storms of the
Western and Northern fetches combined with the
wind-induced sea level rise. It must be highlighted
that, despite the fact that the Baltic Sea has the least
coastal erosion in Europe, almost all of the problem

areas are located along the Polish and Latvian coasts.
Over 47% of the Polish coastline and 33% of the
Latvian coastline is subject to substantial erosion.
One of Latvia’s principal geographical features is its
strategic coastline with one million population living
within 5-10 km of the coastal area, which is subject
to anthropogenic influences and characterized by a
variety of beaches and coastal environments (Pruszak
and Zawadska, 2008).

Latvian coasts occupy nearly 500 km, but over a
halfofthetotal length during the previous decades prior
to this article has been subjected to notable changes,
presumably due to global warming, anthropogenic
factors, and increasing damage of storms (Eberhards,
Lapinskis, 2005). From time immemorial erosion
knows as dilemma for both: the Baltic Sea coasts and
the Gulf of Riga. Historical evidences from the 19"
century give information on fishermen’s houses and
even the St. Anna Church washed out due to erosion.
The ability of the coastal environment to withstand
change is limited as the soft geology is highly
susceptible to erosion by natural processes — long-
shore sediment, and waves (Eberhards, 2003).

The previous 100 years are well known by both -
rapid growth of economics and wasteful management
that simultaneously developed the trade and
production mainly in coastal areas near the extensive
harbours. In 1950s-1960s the significant enlargement
of Latvian harbours was observed although the
strategy how to minimise the anthropogenic impact
was not developed. The increase of erosion has
resulted in a loss of costal territory within the
dimension of 50 to 200m; therefore it was required
to transfer coastal roads and railways away from
eroded territories Jurkalne, Ventspils, Engure etc.
(Eberhards, 2003). Reduction of sediment input from
the Lielupe and the Daugava rivers, construction of
breakwaters and structuring of the cascade of dams
on the Daugava river as well as dredging of sand for
construction purposes from the Liclupe lower stream
have essentially reduced the amount of sediments
reaching the sea, and caused the deficit of sediment
output feeding the foreshore and beaches. This deficit
in its turn has enhanced the coastline retreat in the
areas adjacent to the Daugava river mouth in the end
of the 20th century.

The findings have shown that Latvian Baltic Sea
coastal zone during the previous decades has lost the
area of 1000 ha on average subjected by increasing
damage of storms presumably as a result of global
warming, similarly to other coastal areas worldwide.
Particularly strong coastline erosion occurred during
extremely storm events of 1992 and 2001, 2003 and
2005, which usually occur only once in a hundred
years (Eberhards, Lapinskis 2005). The erosion rates
of 20 to 30 metres during a single storm event have
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been recorded. It is found out that during 1950s—
1960s the long-term mean rate of the cliff retreat
has been 0.5-0.6 reaching a maximum of 1-1.5 m/
year. Since 1980/1981 the rates have increased 2—5
times, reaching 1.5-4 m/year. During the windstorms
of 1993, 1999, and 2001 the average rates of erosion
throughout each single storm were 3-6 m, with a
maximum of up to 20-30m at the dune coast of the
Cape Bernati (Eberhards, 2003).

With oncoming global climate change and the
threat of accelerated sea-level rise (ASLR), the
existing risk of flooding and storm surges will be
exacerbated significantly over 50000 inhabitants
of Latvia in the time frame of upcoming 70 years
following this article (EEA,2007). Powerful storms
increase the water level more than 1.8-2m; therefore
the Latvian low-lying areas are expected for flooding
every 2-4 to 10 years in cold seasons because of
disrupted dunes or salt water flow in the Lielupe, the
Daugava and the Gauja estuaries. It is estimated that
under a Im accelerated sea-level rise scenario the
recurrence of devastating storm floods that presently
have a probability of 1 in 100 will decrease to a 1 in
10 or even 1 in 1 probability (Pruszak, Zawadska
2008). While in the world scene coasts have been
recognised as potentially hazardous regions where the
population concentrated in low-lying areas frequently
face extreme events, moreover multilateral forms of
strategic measures are taken, there is no particularly
single strategy developed for mostly threatened areas
of Latvia notwithstanding their economic importance
— Riga, Jurmala, and Ventspils.

Since 4 May, 1990 when Latvia proclaimed the
renewal of independence, and concurrent alteration of
economics, the part of governmental land properties
have been allocated to private owners. Frequently
in some cases the ownership rights for properties in
coastal areas have been obtained in unconsidered and
chaotic way. This time period has been advantageous
for implementing any idea regardless of the non-
compliance with alternating legislation particular
in environmental protection. Acting on short-term
economic principles and non-considering impacts
related to coastal area were conducted towards the
degradation of general ecosystem and increase of
vulnerability on the coastal erosion. Unwillingness
to adjust certain environmental legislation is still
occurring according to concrete discrepancies in
the legislation and unclear and unsolved issues. The
problem is the absence of Land Book for coastal area;
thereforeitisimpossibleto verify thedata. Insignificant
achievements solving this problem demonstrate the
lack of a unified strategy as a source to be used for
integrated and corresponding governmental actions.
It confirms that this might be considered as one of
the main factors causing increase of notable national
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economic losses as a result of costal erosion. It can be
considered that such strategic approach might be one
of major steps towards optimal solutions.

Integrated coastal zone management

The complexity of coastal systems combined
with the significant economic interests along our
coasts creates an important challenging issue for
the authorities and researchers involved in coastal
questions. Erosion impacts, oil and gas production,
transportation, navigation, commercial fishing,
recreational activities, and land development all
contribute to this challenge.

In 2002, the EU recognised the unique status of
coastal zones by stating that the “the coastal zone
is of great environmental, economic, social, cultural
and recreational importance to Europe”. In addition,
the EU stressed the importance for member states
to implement an integrated management of coastal
zones, especially so in the light of climate change and
sea level rise. The integrity of several activities in
this type of management should provide a foundation
for environmentally sustainable, economically
equitable, socially responsible and culturally
sensitive, safe coastal zones. The European Union
formulated eight principles of Integrated Coastal
Zone Management (Recommendation of the EU
Parliament):

1. A broad overall perspective (thematic and
geographic).

2. Along-term perspective.

3. Adaptive management and a sound knowledge
basis.

4. Reflection of local specifics.

5. Involvement of all parties concerned in the

management process, based on a shared
responsibility.
6. Support and involvement of relevant

administrative bodies at national, regional and

local level.
7. Working with natural processes and respecting

the carrying capacity of ecosystems.
8. Use of a combination of instruments to gain most

advantage from the programme.

Although these recommendations have initiated
a rethinking of traditional planning approaches by
promoting a reconciliation of economic, social and
environmental interests, the detailed instruction
must be developed especially taking into account
the novelty of such plans. The authors of the article
emphasise that these recommended principles are
ideological rather than a methodological approach.
The authors considering that the USA methodology is
advanced mainly due to the ecological and economic
impacts of erosion, the USA has a considerable stake
in shore management, erosion, and hazards planning
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and management. Specifically, the USA approach
has an interest in:

— protecting public safety;

— protecting public infrastructure along the

shoreline;

— preserving and restoring natural shoreline
features;

— protecting the recreational and economic benefits
of beaches;

— minimising private damages from coastal storms
and erosion (Impact of Coastal Erosion on
Coastal Communities, 2007).

A recent European survey of the current response
to sea-level rise and climate change shows a few
countries engaged in proactive planning, while
most are ignoring the issue, or only at the beginning
of recognising its significance. While a proactive
response is assessed to favour minimisation of the
actual impacts and need for reactive responses,
ignoring sea-level rise and climate change will almost
certainly increase the vulnerability for coastal areas.

The strategy of Latvia f or integrated coastal zone
management is considered as part of the National
Spatial Planning without the analysis of the influence
of various sectors as well as the economic and
social studies on the quality and implementations
of the spatial plans of municipalities and districts
beeing carried out on a regular basis. In accordance
with the conclusions of the EU ICZM, there are
no developed ICZM equivalent policies in Latvia,
only some fragmented tools are in place to address
coastal issues. Mainly the national impact is not
assessed. The strategies for ICZM have not yet been
elaborated by a number of countries (Denmark,
Latvia, Lithuania), while others are in the process of
including ICZM elements in their National Spatial
Planning Strategies (Sweden). Finland has drafted its
National ICZM Strategy and Germany has optimised
its legislative instruments according to the principles
of ICZM. Poland has stepped up its efforts to move
from its multi-sectoral legal framework towards the
formulation ofaNational ICZM Strategy (International
Ocean Institute, 2006). Regarding Poland’s National
Strategy the authors found out that same parts such as
public participation and co-decision in the Baltic Sea
Region are still unsolved. However, initial steps to
enforce this element in ICZM are being taken as well
their coastal defence is stronger than in Latvia.

It has been identified that one of the key principles
of any effective ICZM policy is to have a view of
problems faced by coastal zones in a wide context.
Many well-intentioned efforts towards ICZM, in
the past, have failed because they were looked
at in isolation. Although the analysis of Latvian
ICZM shows that holistic thematic and geographic
perspective is not fully comprehensive due to the

gaps in the evaluation of a problem. Actions are
subordinated to four administrative/planning levels:
local, district, planning region, and national. The
necessity to involve environmental and socio-
economic monitoring with relationship with adaptive
management have been proposed by various projects.
The Reportdoes notreferto any application of adaptive
management, although, the elements of adaptive
management are present in the National Planning
documentation. Coastal conservation measures have
been taken, such as protection and strengthening of
dunes, grazing management of meadows, removal
of alien species plants and shrubs, reed cutting have
been performed within this project. It remains unclear
however how these activities would be sustained for
long periods of time, since they mostly are project-
based. The conservation of cultural heritage is
given a lower priority compared to that given to the
preservation of the natural environment. Relationships
between local residents and local governments may
be stressful enough due to the specific management
actions needed. Residents usually consider that nature
protection measures are exaggerated, or even suspect
that the introduced restrictions are deliberately
aiming at forcing down land prices. Since there are no
specific organisations responsible for ICZM, there is
no responsible organisation to initiate such voluntary
agreements. The research and education requires
financial sustainability, especially to maintain coastal
monitoring. Data portals on coastal dynamics are
much lacking, information provision is lacking and
economic instruments may be helpful since gaps exist
between the regulatory basis and capacity to enforce
implementation.

The findings of authors highlight the lack of
governmental interest regarding erosion problems in
Latvia. The argument of that can be explained by the
absence of risk management and the use of economic
tools; therefore losses of hazards stay unknown as
a result of lacking estimation management. In this
paper hazards mean “a potentially dangerous event
of natural or human origin” which intensity and
occurrence probability are estimated by studying
the return periods and site predisposition. The stakes
are the human, economic or environmental values
of the elements exposed to hazard. The risk is the
result of the convergence of one or more hazards, and
one or more of the stakes. Over the previous decade
prior to this article, the stakes have been rising on
Latvian coasts as more and more investments have
been concentrated in that area. The littoral gradually
evolved from the “territory of emptiness” to the
modern day “coasts of conflict”. Considering fact
that approximately 45% of the Latvian seacoasts lie
within the borders of Natura 2000 sites at the terrestrial
part of the coast as well as approximately 20% are
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covered by cities and ports with nearby territories, it
could forecast the increase of conflicts. (Statement
on the Progress of Implementation, 2006) Taking
into account 400 coastal defence which mostly are
build up by private owners within the previous couple
years, it is clear that the vulnerability has become
allowing for assessment. There are hidden threats in
fact that private owners can choose and use wrong
protection of coast zone that can promote erosion
process. Individuals living on the coast usually do
not start worrying about erosion until their property
or home is visibly threatened. At that point, their
choices can be considered as more constrained than
they would have been if coastal processes had been
considered prior to building or buying the land and
structure. To have access to the maximal range of
options, individuals need to be informed of erosion
and flooding risks as early and often as possible. The
approaches available to individuals are constrained
by three factors: local and state rules and regulations
(including building standards) that pertain to the land
use and developmentin shoreline areas, an individual’s
economic wherewithal, and the information and
knowledge possessed by that individual regarding the
erosion hazard and adjustment options. Individuals
learn about legal constraints and technical feasibility
from municipal building inspectors, planners, code
enforcement officers, or hired technical consultants
and coastal engineers. To the extent allowed by the
local and state codes and personal financial means,
homeowners can implement measures to reduce
the erosion hazard when a structure is first built,
redeveloped, or threatened by erosion.

Coastal erosion management taking into account
the best European practice is primarily based on
economic considerations (cost-benefit analysis).
This approach involves a systematic quantification of
internal and external benefits associated with various
activities in the coastal economic-ecological systems,
with ICZM and without ICZM.

Conclusions and Recommendations

It can be concluded that there are two main
problems connected with coastal zone: human activity
with very often disastrous results, and the sea level rise
as a result of climate warning. Anthropogenic forcing
of the climate system is primarily achieved through
the release of greenhouse gases to the atmosphere
due to industrial activities. The second anthropogenic
factor as the major causality for the coastal erosion is
constrained with human activities related to economic
activities such as ports industries, tourism etc. Human
activities that can alter natural processes include
dredging of tidal entrances, construction of jetties
and groins, hardening of shorelines with seawalls,
beach nourishment, and construction of harbours
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and sediment-trapping dams. Shoreline engineering
structures, often built to protect development, can be
undermined by ongoing erosion. Without sustainable
coastal management all anthropogenic factors
are affecting each other and making coastal zone
unprotected against erosion.

The coastal erosion and accretion indicator
measures change in the shoreline dynamics and efforts
to directly counteract the adverse effects of those
dynamics. Detailed monitoring of these changes is
significant, especially if is taken into account that the
effects of climate change could increase substantially
in the next 100 years. The information on shoreline
changes can help predict future changes, and prepare
and develop adaptation policies for climate change
effects. Coastal erosion and related flood and landslide
phenomena normally generate high economic, social
and environmental costs. In order to prevent and to
avoid these costs it is necessary to have thorough and
detailed information about the real impacts in the past
and in the present. This indicator belongs to the set of
3 indicators that monitor progress towards achieving
the goals for coastal sustainability set out in the EU
Recommendation concerning the implementation
of ICZM - “To recognise the threat to coastal zones
posed by climate change, and to ensure appropriate
and ecologically responsible coastal protection”. The
indicator has 3 measurements:

1) the length of protected and defended coastline;
2) the length of dynamic coastline and,
3) the area and volume of sand nourishment.

Integrated Coastal Zone Management is
recognized as a constructive way of tackling problems
that result from the pressures and conflicts of the use
in many coastal areas. This holistic approach takes
account of the whole range of activities taking place
in the coastal zone, and promotes integrated planning
to cope with management problems which are often
found in coastal areas. Another equally important
aspect is that ICZM is not simply concerned with
human use of coastal areas but also physical and
biological environment.

This research is a present evidence of the fact that
there is a lack of appropriate governmental strategies
or policy instruments regarding erosion problems
in Latvia. Related to that fact there is absence of
risk management and economic tools to use for
measurement and evaluation the erosion hazards.

The authors propose that it is necessary to
implement the following tasks or recommendations
for the development of integrated government
strategy for solution of erosion problems:

— to carry out a comparative evaluation of erosion
problems in Latvian coastal area, and to develop
a financial model adaptable for several scenarios
and based on the elaborated methodology;
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The

to estimate the costs of wash off lands, taking
into account value added, financial revenues
as well as macroeconomic and microeconomic
factors;

to appraise sustainable coastal protection
possibilities and their necessity in concrete
region determining the optimal balance between
satisfaction of needs and economically justified
solutions;

to elaborate a damage calculation model for the
costs of coastal land loss caused by erosion,
taking into account both individual/private losses
and optimising the common balance of natural
economics.

implementation of these

tasks could

determine the range and context of erosion in coastal
areas and allow working out definite actions for
efficient solution of the problem according to the EU
Recommendation concerning the implementation of
ICZM.
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Abstract

The influence of higher education on the state and regional development has been researched widely in the
USA, the European Union countries as well as in Australia. Latvia has a shortage of such kind research. GDP
per capita in cities with higher education establishments is higher as in other cities of the country in the Republic
of Latvia. All study programmes and higher education establishments in the Republic of Latvia have to be
accredited: the possible periods are six years or two years. In regional higher education establishments of the
Republic of Latvia most of the study programmes are accredited for the maximum period — six years. Regional
higher education establishments with bigger experience in higher education are more active in developing
new study programmes and closing old — fashioned study programmes. Recently established regional higher

education establishments are active in development of new study programmes.
Key words: higher education, regional development, higher education quality.

Introduction

The influence of higher education on the regional
development is topical and famous topic for the
research in many countries around the world: those
topics are studied in highly developed countries: in
the United States of America, Australia, the United
Kingdom, the Netherlands, Italy, Spain as well as
by international organisations, like the Organisation
for Economic Co-operation and Development, some
research is started also in Latvia. The current paper
observes the research results on higher education
influence in the developed countries as well as
analyses the data on GDP per capita in Latvian cities,
and the situation of study programme offers and
quality evaluation results in regional higher education
establishments in Latvia.

Universities and Regional Development
The influence of higher and professional education
onregional developmentis analysed by many scientists
in different countries, the attention has been paid
also by the OECD (Arbo, 2007), where partnerships
between the higher education institutions and their
regional stakeholders are analysed by reviewing
patterns of interaction, highlighting experiences and
disseminating good practices: the review includes the
analysis of 14 regions in Australia, Brazil, Canada,
Denmark, England, Finland, Korea, Mexico, the
Netherlands, Norway, Spain, and Sweden. The
regions were selected after the negotiations of OECD
and interested regions, relevant public authorities and
higher education institutions, based on the criteria of
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regional engagement and the willingness to devote
the necessary resources to the accomplishment of the
respective research.

Internationally well-known is Finland for its
successful use of higher education and innovation
policy in Finnish economic development (Jauhiainen,
2000).

Fumi Kitagawa notices that “Many national
governments have recognised the crucial role played
by universities in the economy as powerful drivers of
innovation and economic change” (Kitagava, 2004).
In the article good examples are mentioned: rapid
growth of the sub-regional economies in Santa Clara
County in California (Silicon Valley) associated with
the contribution of Stanford University, and in and
around Boston, influenced by Massachusetts Institute
of Technology, good examples are Cambridge in
the United Kingdom and Twente in the Netherlands
(Kitagava 2004).

There is a deep and wide analysis on the economic
development impacts of universities on the region:
do size and distance matter? The research is made
in American universities and regional economies
after 1980 (Goldstein, Drucker, 2006). In the USA
several surveys were conducted as well as case
studies evaluation of many scientific articles, which
are devoted to higher education influence on regional
economic development issues. In Goldstein and
Drucker researches in the USA official statistical data
were used and made multiple regression analysis. It
is proved that activities of higher and professional
education establishments make good influence to
respective region’s economic development, and
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creates significant number of new jobs. It was
mentioned that education quality is very essential
(Drucker. Goldstein, Drucker, 2006).

American scientists Ian A. Miners and John
E.Young have made research on the influence of
special created entrepreneurship study programmes
on the state economic development. In their research
they have mentioned that the research results could
be applied to other countries. The research of Miners
and Young underlines that in many countries more
and more attention is paid to university based
entrepreneurship programmes as vehicles to state
economic development (Miners, Youg, 1995).

Issues of the European Union regional innovation
strategies are researched also by European researchers
from Wales in supervision of Dylan Henderson
(Henderson, 2000). In their research the experience
of Japanese scientists is used, and it underlines that
there are significant national differences, and used
research and observation methods of scientists
from Wales. The European Commission supported
activities for regional development are analysed in
details (Henderson, 2000).

Education and training for innovations in small
and medium size enterprises are analysed by several
European scientists, for example, Stuart Macdonald’s,
Dmitris Assimakopoulos and Pat Anderson’s research
(Macdonald, Assimakopoulos, Anderson, 2007). The
above mentioned researchers have analysed offers of
universities and their influence on the state economic
development, special attention paying to the use of the
European Social Fund financing for development of
additional study programmes and offers to interested
without additional payment. Researchers have
analysed also university marketing issues. Significant
number of respondents has mentioned that they are
interested in universities offers of special courses
(Macdonald, Assimakopoulos, Anderson, 2007).

The European Commission has conducted a
research on entrepreneurship in higher education,
especially within non — business studies (Surlemont,
Fartunova, Vrbka, Bager, Volkman, Sloka, etc.,
2008). One of the main objectives of the research
was: to evaluate how business education could best
contribute to new start — ups and to the exploitation
of business ideas. Participants in the research were as
follows: the EU Member states, candidate countries
and EFTA/EEA countries. Final recommendations
were prepared for public authorities, for activities at
the level of institutions, for other relevant players and
the business world as well as for coordination and
support at European level (Surlemont, Fartunova,
Vrbka, Bager, Volkman, Sloka, etc., 2008).

Higher education and small and medium size
enterprises relations are researched by British
scientists David Johnson and Fiona Tilley (Johnson,

Tilley, 1999). In Johnson’s and Tilley’s research it is
mentioned that higher education establishments and
small and medium size enterprises often are involved
in the same professional cooperation networks. The
authors have stressed that official cooperation often
is complimented by informal relations, which support
higher education establishments development and
increase of study quality as well as development
of small and medium size enterprises. The above
mentioned authors have underlined that often higher
education relations with small and medium size
enterprises are underestimated as well as influence of
this cooperation on the United Kingdom’s economy.
With regrets the authors conclude that the successful
influence of this cooperation is not enough evaluated
on political level and strategic planning (Johnson,
Tilley, 1999).

The influence of higher education establishments
on the regional economic development is studied in
Joshua Drucker’s and Harvey Goldstein’s research
(Drucker, Goldstein, 2007). Besides wide and long-
term researches on the influence of universities
on regional development in the United States of
America, Drucker and Goldstein have recommended
to make research also how higher education policy
in the European Union countries influences regional
economic development as well as they suggested to
evaluate, in which extent more developed regions are
influenced by higher education and in which extent
development of less developed regions is influenced
by higher education establishments and their study
quality (Drucker, Goldstein, 2007).

Australian scientists Robert Freestone, Susan
Thompson and Peter Williams have studied long-term
student on-job training (one year length) influence on
study quality and regional development (Freestone,
Thompson, Williams, 2006). The above mentioned
authors have underlined that there are positive and
negative sides of so long on-job training time, which
are expressed by students, by employers and academic
personnel (Freestone, Thompson, Williams, 2006).

American scientists David R.Godschalk and
Linda Lacey have analysed distance education’s
influence on study quality and regional development
(Godschalk, Lacey, 2001). The mentioned above
American scientists have concluded that the
provision of effective distance education requires
good and wide team work of educators, qualitative
study materials, access to library resources and other
support materials for studies and technique use,
including web — based support resources as well as
mutual student communication, which is an important
part of qualitative higher education. The authors have
analysed good examples on the use of e-libraries, for
example, at Berkley University in California, Faculty
of Architecture and Planning Faculty at New York
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State University and other American Universities.
Godschalk and Lacey have stressed that there could
be problems of student research in implementation
of distance education studies. The mentioned above
authors have pointed out scenarios of universities
development for next thirty years in relation to
economic needs and possibilities to provide qualitative
higher education (Godschalk, Lacey, 2001).

Italian researchers Luciana Lazzeretti and Ernesto
Tavoletti have studied higher education excellence
and local economic development; it was a wide
known and examined case of the entrepreneurial
University of Twente (Lazzeretti, Tavoletti, 2005).
The article examines experience of university,
established in depressed and undeveloped region and
its influence on successful regional development.
The research was conducted using studies of other
research results, as well as case studies, many site
visits and interviews (at University of Twente
and University Maribor, Slovenia, where many
academics and students from University of Twente
were), and analysis of economic data in long run. In
the Netherlands the University of Twente was among
the first ones to respond actively to changes in higher

education establishments primary responsibilities for
maintaining the quality of education. “The University
of Twente developed a strong entrepreunerial vision
inside its own organization, thanks to the will and
ability of its leadership, who was able to create
a favourable climate and to design an effective
infrastructure for successful academic spin — off
companies. The new — born companies allowed the
university to be engaged in the production of what is
defined as “social knowledge”, giving the institution
the opportunity for effective interactions with the
local economy and embedding the University in the
region (Lazzeretti, Tavoletti, 2005).

Issues on innovation and regional growth in the
enlarged Europe and the role of local innovative
capabilities, perherality and education are analysed
in Riccardo Crescenzi research results (Crescenzi,
2005).

Problems of human capital and economic growth
in Spanish regions are analysed by Miguel — Angel
Galindo Martin and Augustin Alvarez Herranz,
where the authors have examined whether a better
education process and social capital can improve
the economic growth process in the area and it it can
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Figure 1. GDP per capita in 2006 in Latvia by Statistical Regions, cities and district (LVL)
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explain the differences in per capita GDP (Martin,
Herranz, 2004).

Higher education in regions and HE

quality evaluation in Latvia

In Latvia up to now there are no many and deep
research made on higher and professional education
establishment influence on regional development.
Several researches are done by Ina Brikse, Daina
Pakalna, Liga Paula, Ilze Trapenciere, Inga Vilka
etc. (Latvia: HDR, 2006). Figure 1 shows the data
on GDP per capita in Latvia in 2006. The data show
that GDP per capita is bigger in cities, where higher
education establishments are located, so the nearness
of higher and professional establishments in region
contributes to the involvement of young and educated
persons in different economic activities: development
of entrepreneurship, and participation in different
international research and cooperation projects. GDP
per capita during 1996 — 2006 has grown faster in
cities having higher education establishments (CSB,
Latvia, 2008).

Not only the location of higher and professional
higher education establishments, but also the
quality of studies obtained in these higher education
establishments is important. Higher education
quality in Latvia for more than 10 years is organised

by Higher Education Quality Evaluation Centre
by participation of international experts (Cabinet
Regulations No. 821, 2006) and decision on the
study programme accreditation is taken by the
Accreditation Committee, decision on accreditation
of higher education establishment is taken by Higher
Education Council. The results on accreditation as
well as expert evaluations and recommendations
are publicly available at Higher Education Quality
Evaluation Centre webpage (HEQEC, 2008).
This information is used by students and potential
students to evaluate higher education establishments
and situation with the study programmes and
higher education establishments in quality aspects.
The mentioned above webpage provides the Self
Evaluation Reports of study programmes that include
the information on teaching staff qualifications, their
experience, and professional experience and research
activities. The study programme syllabus as well
as study course descriptions with the requirements
for obtaining credit points, and requirements for
individual work are available on this webpage.
The evaluation reports of international experts are
available there. Decisions of the Accreditation
Committee are the following: accreditation for six
years (full accreditation), limited accreditation (for
two years) or refuse of accreditation. The examples
of regional higher education establishment study

Table 1
Study programme quality in regional higher education institutions in the
Republic of Latvia in December, 2008
Regional Higher Education
Establishment/College Accred. for 6 y. Accred. for2y. Licensed Closed
Daugavpils University 49 1 8 38
Latvia University of Agriculture 69 2 6 21
Liepaja University 44 1 6 39
Reézekne Higher School 35 2 7 15
Ventspils University College 10 0 2 5
Vidzeme University College 10 0 3 0
Daugavpils Medicine College 3 0 1 0
Jekabpils Agrobusiness College 3 0 0 0
Liepaja Maritime College 3 0 1 1
Liepaja Medicine College 2 0 1 0
Malnava College 2 0 1 0
Olaine College of Mechanics and
Technologies 3 0 0 1
Social Integration State Agency 5 1 2 o
State Borderguard College 1 0 0 0
Source: made by the authors, data from Higher Education Evaluation Centre, December 30, 2008
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Vidzeme College
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Higher Education Institutions

Daugavpils University

Liepaja University

02005./2006. ac. year

@2003./2004. ac. year

E2004./2005. ac. year

@2002./2003. ac. year

Source: B.Sloka, J.Dzelme, J.Vaivads, et all, Correspondence of Professional and Higher Education Establishments to

Labour Market Needs, University of Latvia, 2007, 231 pp.

Figure 2. Dropout dynamics in the state established higher education establishments
in regional HEI of all the students in 2002—-2006,%

programmes accreditation results (at the end of 2008)
are presented in Table 1.

The data of Table 1 show that regional higher
education establishments with more experience in
higher education field (Daugavpils University, Latvia
University of Agriculture, Liepaja University) are
active in development of new study programmes and
getting licences for implementation of new higher
education study programmes as well as closing
down not topical study programmes. For example,
in Daugavpils University 11 study programmes were
licensed and 38 study programmes were closed:
mainly old — fashioned study programmes for teacher
education on December 30, 2009. Latvia University
of Agriculture has licensed 6 study programmes
and closed 21 study programmes being not topical,
Liepaja University licensed 6 study programmes and
closed 39 non topical study programmes (HEQEC,
2008). Recently established regional higher
education establishments (Ventspils University
College, Vidzeme University College) are active in
development and implementation of new and modern
study programmes.

Often not all students are able to graduate in time.
In regional higher education establishments usually
this number is around 10 — 15 % (Sloka, Dzelme,
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Vaivads, 2007). During the previous years among the
regional higher education establishments in Latvia
the leader is Latvia University of Agriculture, which
could be related to high demand for study quality. The
information on deducted students in state established
higher education establishments in Latvia in 2002 —
2006 is presented in Figure 2.

Conclusions

A lot of researches on the influence of higher
education on the state and regional economic
development are done in the world. Latvia lacks such
researches.

GDP per capita is bigger in Latvia’s cities with
higher education establishments than in other cities,
also the growth of GDP is bigger in cities with higher
education establishments.

In regional higher education establishments most
of the study programmes are accredited for six years,
less are accredited for two years.

Regional higher education establishments with
bigger experience in the field of higher education
(Daugavpils University, Latvia University of
Agriculture, Liepaja University) are active in
development of new study programmes and also active
in closing down old-fashioned study programmes.
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New regional higher education establishments
(Ventspils University College, Vidzeme University

Coll

ege) are active developers and offerers of new

study programmes.

I

n regional higher educational establishments

dropouts equal to 10 — 15% during the previous

year

Latvia has a

S.

space for higher education

establishment significant influence on regional
development. In the current situation the experience
of successful examples abroad have to be studied and

new
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“Taxpayers should have reasonable assurance that the funds of the European Union are managed in

a legal and regular manner”

(European Commission (2005b), Communication on a roadmap to an integrated internal control framework,
COM(2005)252 final, page 2)

Abstract

The discharge procedure constitutes one of the principal responsibilities of the European Parliament. It is by
means of the discharge procedure that “the right to ask a public official for an accounting of his administration”
is realised. Thus the discharge procedure constitutes not only the formal act of closing of the accounts, but also
represents an opportunity for a political judgement on the way the Commission has discharged its responsibilities.
This contribution is aimed at pointing out specific profiles of the procedures through which, in co-operation
with the Member States, Commission can discharge its general responsibility for the implementation of the
budget. The authors analyse the Commission’s interpretation of the current rules governing the Structural Funds
and the Cohesion Fund in order to clarify the shared management responsibilities of each party (member state
and the Commission). With the same aim the position and responsibilities of the member states are described
with reference to the current programming periods, in 2007-2013 the aim being to increase the coherence,
complementarity and efficiency of the overall structure of the implementation system, including clarification
of the obligations on the Member States to co-operate.

Key words: budget, financial management, the Commission, regulations, member states.

Introduction

In the field of “shared or decentralised”
management the exercise of presentation of the
accounts has traditionally proved to be extremely
difficult. The separation of responsibilities as
regards implementation deprives the European
Parliament of a real interlocutor: on the one hand
the Commission does not hesitate to point out the
responsibilities specifically allocated to the member
states whenever the management on the ground is
challenged. The implementation of the Community
budget is thus subject to a twofold external control.
To the institutional control by the Court of Auditors
is added the control carried out by the Commission.
The first is rather “declaratory” in nature since the
European Court of Auditors is not a court of law
and its observations do not have any direct financial
consequences. Atthe second level, the Commission’s
observations do have direct financial consequences
due to the financial corrections which, despite the
limits of this instrument, the Commission could
impose (Cipriani, Pisari, 2004; Cipriani, Mare, 2003;
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Cipriani, 2007). The aim of the contribution is to

point out specific profiles of the procedures through

which, in co-operation with the Member States, the

Commission can discharge its general responsibility

for the implementation of the budget. Following

the set aim, the tasks for the contribution are

advanced:

1) to view the historical background of the EU
financing;

2) to study the shared management of the Structural
Funds;

3) to analyse the annual report of the European
Court of Auditors, and the responsibility of the
Commission.

The Court of Auditors has so far given only
a partially positive statement of assurance on
payments from the European Union’s budget,
pointing out that the main problem lies in
the area where Member States are primarily
responsible for ensuring financial control of the EU
expenditure.
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1. The historical background B. Theincreasingvolume of Community expenditure

A. Article 205, first subparagraph of the Treaty and the predominant weight of agricultural
of Rome creating the European Economic and structural expenditure (almost 80% of the
Community defined the responsibility for the budget) was probably the reason behind the
implementation of the Community budget as second amendment of Article 205 TEC (today
follows: “The Commission shall implement the Article 274 TEC) concerning the responsibility
budget, in accordance with the provisions of the of the Commission in the implementation of
Regulations made pursuant to Article 209, on the budget. It was in 1997, in the Amsterdam
its own responsibility and within the limits of Treaty, that the following sentence was added
the appropriations”'. This provision remained to the first subparagraph: “Member States shall
unchanged until 1992 when, with the Maastricht cooperate with the Commission to ensure that
Treaty, a few words were added to indicate that the appropriations are used in accordance with
the budget is implemented “in accordance with the principles of sound financial management”.
the principles of sound financial management”. But once again, following a modification
In fact, the Maastricht Treaty only “confirmed” which had taken place in 1990, the Financial
a concept which had already been introduced Regulation had already foreseen that “Member
two years before in the Financial Regulation States and the Commission shall cooperate to
applicable to the general budget of the European ensure the adequacy of systems for decentralised
Communities. Indeed, a Regulation of 1990 had management of Community funds. Such
stipulated that “the budget appropriations must cooperation shall include the prompt exchange
be used in accordance with the principles of of all necessary information”.
sound financial management, and in particular
those of economy and cost-effectiveness. This addition in Article 274 TEC could be
Quantified objectives must be identified and the regarded as a “translation” at the budgetary level
progress of their realization monitored”.? of Article 10 TEC which, within the framework

of the general principle of cooperation, asks the

It may be observed in this respect that the member states to facilitate “the achievement of the
concept of “sound financial management” Community s tasks”.> The same applies to Article
made a late appearance in the provisions of the 280 TEC, whereby member states are required to
Treaty concerning the implementation of the take the same measures to counter fraud affecting
budget. Indeed, as early as in the Treaty of 1957 the financial interests of the Community as they
establishing the European Economic Community, take to counter fraud affecting their own financial
auditing the budget had been entrusted to an interests.

Audit Board with the purpose of establishing
that “the financial management has been sound” ~ C. Atticle 274 TEC has remained unchanged since

(Article 206 TEC). This same concept was taken 1997. However in 2002 the Council carried
up again by the Brussels Treaty of 1975, which out a complete re-modelling of the Financial
created the European Court of Auditors. Regulation. The new Financial Regulation
It was more than convenient that the concept continues to require that the Commission shall
of “sound management” should figure from implement the budget “on its own responsibility”
then on among the criteria meant to inform the and that member states “shall cooperate with
implementation of the budget. the Commission so that the appropriations are

' The Financial Regulation applicable to the general budget of the European Communities, adopted by the Council of

Ministers,. As the Commission indicates, constitutes the European Union’s financial bible.

2 Article 2 of the Financial Regulation of 21.12.1977 applicable to the general budget of the European Communities as
amended by Regulation n°® 610/90. This provision incorporated in a successive amendment of the Financial Regulation
(Regulation n°® 2333/95 of 18.9.1995), stipulates that the “mobilization of Community resources must be preceded by an
evaluation to ensure that the resultant benefits are in proportion to the resources applied. All operations must be subject to
regular review, in particular within the budgetary procedure, so that their justification may be verified”.

3 In this context, the Court of Justice considered that under the terms of Article 10 TEC, member states are required to
facilitate the carrying out by the Commission of its mission, consisting in particular of ensuring that the provisions of the
Treaty and the measures taken by the institutions pursuant thereto are applied (see, for example the judgments of 12.9.2000
(Commission v. the Netherlands, C-408/97, European Court reports 2000, p. [-6417, point 16) and of 7.3.2002 (Commis-
sion v. Italy, C-10/00, European Court reports 2002, p. [-2357, point 88).
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used in accordance with the principle of sound
financial management”.* This Regulation also
provides for a number of specific obligations on
the member states when tasks that are part of the
implementation of the Community budget are
delegated to them. This involves in particular
regular checks to ensure that the actions to be
financed from the Community budget have
been implemented correctly, the prevention
of irregularities and fraud and the recovery of
funds wrongly paid.’ The Financial Regulation
states that the implementation methods should
guarantee that the procedures for protecting
Community funds are complied with, whatever
the entity responsible for all or part of this
implementation and must confirm that final
responsibility for budgetary implementation lies
with the Commission in accordance with Article
274 of the Treaty.

2. Shared management of the Structural

Funds
A. Shared management is defined in Article 53 of

the Financial Regulation (see Council Regulation
(EC, Euratom) No 1605/2002 of 25 June 2002
on the Financial Regulation applicable to the
general budget of the European Communities,
OJ L 248 of 16.9.2002, p. 1), as one of the
ways in which the Commission implements
the Community budget. This task is laid on the
Commission by Article 274 of the Treaty: “The
Commission shall implement the budget [...] on
its own responsibility and within the limits of the
appropriations, having regard to the principles
of sound financial management.”

The Member States have an obligation to
cooperate with the Commission to ensure that
appropriations are used in accordance with
the principles of sound financial management,
which reflects the general obligation to
cooperate correctly (Articles 274 and 10 of

the Treaty). Furthermore, Article 280 of the
Treaty requires the Member States to “fake the
same measures to counter fraud affecting the
financial interests of the Community as they take
to counter fraud affecting their own financial
interests” (Commission of Independent Experts,
1999).

Under Article 274 of the Treaty, making
no distinction based on the mode of
management, the Commission’s responsibility
for implementing the budget is general. The
arrangements for the Commission to discharge
this responsibility in the context of the shared
management of the Funds, and the obligations
on the Member States, are set out in the sectoral
legislation. In the case of the Structural Funds
and the Cohesion Fund, the shared management
is the way in which the legislator choose to
have the Community budget implemented, and
the Commission has no discretionary power
to choose another means of implementation;
it “is not able to act in any other way than as
laid down in sectoral legislation.” (Point 16(c)
of the Resolution of the EP containing the
comments being an integral part of the decision
on the discharge for 2002 - general budget of
the EU (Commission) (SEC(2003)1104-C5-
0564/2003-2003/2210 (DEC) . A5-0200/2004,
21.4.2004).

Article 53(3) and (5) of the Financial Regulation,
on methods of implementing the budget, sets
out the general operating principles which apply
to all areas of the budget which employ shared
management. It first states that “Where the
Commission implements the budget by shared
management, implementation tasks shall be
delegated to Member States in accordance with
the provisions of Titles I and Il of part two.” and
then that “In cases of shared or decentralised
management, in order to ensure that the funds
are used in accordance with the applicable
rules, the Commission shall apply clearance-

4 Article 48 of the Financial Regulation applicable to the general budget of the European Communities n°1605/2002 of
25.6.2002. Article 27 of this same Regulation specifies in addition the conditions of use of the Community funds in ac-
cordance with the principles of economy, efficiency and effectiveness. Specific, measurable, achievable, relevant and timed
objectives shall be set for all sectors of activity covered by the budget.

5 Article 53(6) of the Financial Regulation n® 1605/2002. A draft amendment of this Regulation (document COM (2005)
181 of 3.5.2005) envisages strengthening these obligations by the following text:

“In order to ensure in shared management that the funds are used in accordance with the applicable rules and principles,
the Member States shall take all the measures necessary to:(a) satisfy themselves that actions financed from the budget are
actually carried out and to ensure that they are implemented correctly; (b) prevent and deal with irregularities and fraud;
(c) recover funds wrongly paid or incorrectly used or funds lost as a result of irregularities or errors. To that effect, the
Member States shall conduct regular checks and shall put in place an effective internal control system. They shall bring
Judicial proceedings if necessary for the purposes of points (b) and (c)”.
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of-accounts procedures or financial correction
mechanisms which enable it to assume final
responsibility for the implementation of the
budget in accordance with Article 274 of the
EC Treaty and Article 179 of the Euratom
Treaty.”

Articles 155 to 159 of the Financial Regulation
then state that the general provisions of the
Regulation apply to expenditure carried out
under the Structural Funds and the Cohesion
Fund save as otherwise provided for. These
exceptions concern payments by the Commission,
automatic decommitments, aspects concerning
the management and selection of projects, and
inspection procedures, provided the sectoral
Council Regulation contains provisions to that
effect.

The Commission considers that the regulation
in force allows its obligations concerning the
implementation of the budget to be reconciled
with the specific features of the Union’s
cohesion policy and its management system
which, under the Council Regulations, make
the Member States responsible in the first
instance for the management, monitoring and
day-to-day financial control of the resources
of the Funds. The existing structure includes
arrangements which allow the Commission
to discharge its general responsibility by
ensuring the existence and proper operation
of the management and control systems.
The relevance of this problem had been
highlighted by the obligation on the Member
States which joined the Union in May 2004
to establish management and control systems
which could have guaranteed that their initial
implementation of the Structural Funds and the
Cohesion Fund would have ensured effective
use of Community funding. In 1999 with a
view to contributing for improvement of the
management by the Commission, following
allegations regarding fraud, mismanagement
and nepotism at the European Commission,
the European Parliament promoted (by a
resolution of 14.1.1999 and of 23.3.1999)
the setting up of a Committee of Independent
Experts charged with examining the practices
in force at the Commission. Accordingly
“the balance of decision-making power and
effective control of direction and expenditure
has passed decisively to the Member States”.

3. The annual report of the European
Court of Auditors (2006 and 2007)

A. The conclusions of the European Court of

Auditors (ECA) pinpointed the following
aspects °:

— Several errors were detected in the
expenditure declared by the member states
and reimbursed by the Commission;

— Member States’ management and
control systems were ineffective or only
moderately effective;

— The Commission’s systems to mitigate
the weaknesses of the member states were
only moderately effective.

Following that, the ECA made recommendations
to foster, implement, and improve:

— the provision of transparent and reliable
information on financial corrections and
recoveries; the quality of the Annual
Activity Reports of the Commission’s
Directorates-General ~ for  Regional
Development, Employment and Social
Affairs;

— the Commission’s Action Plan on the
Integrated Internal Control Framework
(which the Commission adopted in 2006
with the aim of making progress towards
receiving from the ECA a positive
statement of assurance on the annual
expenditure from the Structural Funds);

— the effectiveness of the Commission’s
supervisory controls to mitigate the risks
of failure in Member States’ systems;
and the sound closure procedures for the
2000-2006 programming period; and the
primary controls in member states;

— the feedback mechanisms in the Structural
Funds’ control systems; the simplification
of the rules for the management of the
Structural Funds for 2007-2013; and the
full implementation of the Funds’ legal
framework for 2007-2013;

— the impact of the Commission’s audit work
by improving the use of the suspension
of payments and financial corrections of
errors, and ensure adequate consistency,
comparability and usefulness of the annual
summaries.

B. To implement the recommendations in the

ECA'’s annual report for 2006, the Commission’s
Action Plan sets out the activities and initiatives

6 European Court of Auditors’ Annual Reports on the 2006 financial year
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to be taken in 2008 with a view to strengthen
the Commission’s supervisory role so as to
reduce errors by member states and prevent
consequent loss to the EC’s budget 7. The
Commission highlighted that “A reduction in the
level of error found by the Court depends on a
partnership between the Commission and the
member states to make consistent improvements
in the capacity of member states’internal control
systems to prevent errors. The Action Plan will
mean that the Commission will contribute to
these efforts through stronger supervision, more
efficient correction mechanisms and improved
information.”

The European Court of Auditors’ Annual Reports
on the financial year of 2007 highlights for the
very first time, an unqualified (“positive”) Court’s
audit opinion on the EU accounts. Nevertheless
the opinion on underlying transactions is broadly
similar to that of previous year.

On one hand the Court acknowledges the
improvements in the preparation of the
accounts, and concludes that they give a fair
presentation, in all material respects, of the
financial position, results and cash flows of the
European Communities ®. The Commission has
made significant efforts since 2000 to address
the weaknesses in supervision and control. It
has implemented an internal reform programme
and, in 2006, launched the action plan to further
improve the supervisory and control systems of
the Union. On the other, the Court concludes that
in several relevant areas’ the payments are still
materially affected by errors, although to different
degrees. According to the Court, supervisory and
control systems covering these areas are judged
to be “at best, only partially effective”. In many

areas of the EU spending, there continues to be a
high level of inherent risk of error and weaknesses
in supervision and control by the Commission,
and the relevant authorities within the Member
States (Communication to the Commission,
2008).

The “Cohesion” accounting for EUR 42 billion
of expenditure is the area most affected by error.
The Court estimates that at least 11% of costs
claimed should not have been reimbursed. The
Court’s 2007 audit findings concerned payments
in respect of the 2000-2006 period, as spending
for the 2007-2013 period for 2007 is only in
the form of advances. Any improvements in
the control systems for the new period will
only become evident in future years '°. For
“Agriculture and natural resources”, where
EUR 51 billion was spent in 2007, the Court
found that “Rural development” continues to
account for a disproportionately large part of the
overall error rate, whilst the error rate for EAGF
expenditure is estimated to be slightly below the
materiality threshold (2%). In the areas under
shared management, much of the EU budget is
disbursed to millions of beneficiaries across the
Union. The rules and regulations governing the
payments are often complex. The payments are,
in many cases, based on the self-declarations
of the final beneficiaries themselves. These
inherently risky circumstances lead to errors
both by final beneficiaries and by those paying
out the funds. As most errors occur at the level
of the final beneficiary, they can often only be
detected reliably by detailed controls carried out
on-the-spot by the Commission or by the relevant
authorities of Member States. Such checking is
costly and so usually only a small proportion of
individual claims are covered.

7" To be mentioned, above these initiatives, the drafting of the updated joint audit strategy (including the audit of high-
risk management bodies) and the Integrated Internal Control Framework (including the examination of the reliability of
national monitoring and reporting systems for recoveries and financial corrections) and the guidance on good practice for
primary controls and certification; the preventive actions for both the closure of the 2000-2006 programmes and projects
and the 2007-13 programming period; further implementing actions to improve primary control at national level and to
report on financial corrections by Member States; effective actions to increase the impact of Commission audit activity
with a view to establish and implement a policy for suspending payments as soon as possible following detection of serious
weaknesses in a national system

§ As regards the legality and regularity of underlying transactions, the Court gives unqualified opinions for revenue, com-
mitments and payments in two areas, “Economic and financial affairs” and “Administrative and other expenditure”

? For the other areas of expenditure, “Agriculture and natural resources”, “Cohesion”, “Research, energy and transport”,
“External aid, development and enlargement”, and “Education and citizenship”.

10" Annual activity reports and declarations of the Directorates General of the Commission, a key part of the reform pro-
gramme, now present a picture that is more in line with the Court’s own assessments but some reservations still appear
to underestimate the problems. 2007 was only the first year for which Member States were required to produce an annual
summary of available audits and declarations.
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The Court suggests that any measures for the
future to be undertaken in order to improve
the present situation need to take into account
some specific considerations on tolerable risk
and simplification. The Court’s advice is that
the benefits of efforts to reduce errors have to
be weighed against the costs. Indeed, some risk
of error is unavoidable and must be tolerated.
Therefore the appropriate (or tolerable) level of
risk needs to be agreed on at the political level for
the different individual areas of the budget. Due
consideration needs to be given to simplification,
not least in areas such as rural development
and research, because well designed rules and
regulations which are clear to interpret and simple
to apply decrease the risk of error and enable
streamlined cost-effective control arrangements.
The Court suggests applying the principles of
clarity of objectives, realism, transparency and
accountability when designing arrangements for
the EU spending.

4. The responsibility of the Commission
A. The Commission “shall implement the budget”

under the terms of Article 274 TEC.

The European Parliament stressed that “even
though the day-to-day management is shared,
financial responsibility remains indivisible and
ultimate responsibility for implementation lies
with the Commission” (European Parliament
(2004), Resolution containing the comments
which are an integral part of the decision on the
discharge for implementing the general budget
of the European Union for the financial year
2002, Section III — Commission, 21 April.)

In this respect, it is the Community authorising
officer who is materially responsible for the
implementation of the budget. He is responsible
“for implementing revenue and expenditure
in accordance with the principles of sound
financial management and for ensuring that
the requirements of legality and regularity are
complied with”. Moreover, the authorising officer
is also required to put in place an organisational
structure “having dueregardtotherisksassociated
with the management environment and the nature
of the actions financed”. The implementing
rule of the Financial Regulation also specifies
that in the event of “shared management” the
Commission “shall first carry out document and
on-the-spot checks into the existence, relevance
and proper operation within the entities to which
it entrusts implementation, in accordance with
the rules of sound financial management” of
the procedures applied, of control systems, of

Economic Science for Rural Development Nr. 19., 2009
ISSN 1691-3078

accounting systems and procurement and grant
award procedures (Financing the EU, 2004).

As remarked by the Court of Auditors, in the
case of “shared or decentralised management”
the asset is different: the Commission does not
normally give its “approval” to the national
systems. It establishes common basic standards
for management and control in the member states
and provides guidelines in the form of handbooks
and practical notes. The Commission’s assurance
on the proper functioning of the national systems
is “declaratory”, because it is mainly based on
statements produced by the bodies entrusted by
the member states with the management and
control of Community funds. The reliability of
such an assurance is presumed in the absence
of evidence to the contrary, as a corollary of the
existence of specific responsibilities entrusted to
the member states.

On the one hand, certain provisions of the
Financial Regulation, supplemented by sectoral
rules, require the member states to cooperate
with the Commission “so that the appropriations
are used in accordance with the principle of
sound financial management” to “‘conduct
regular checks to ensure that the actions to be
financed from the Community budget have been
implemented correctly”,to “preventirregularities
and fraud” and to “recover funds wrongly
paid”. On the other hand, the Commission can
effectively carry out itself controls, but limited in
number and in extent. Its services are unable to
check systematically the reliability of information
on the numerous national systems, in particular
as regards the Structural Funds. This shows that
within the framework of “shared management”
the Community authorising officer commits and
validates the appropriations without normally
having any genuine control of the way the
management and control systems on the ground
work.

The implementation of the budget is thus no
more than the utilisation of the appropriations;
it does not include any genuine underlying
decision, as is normally the case in national
budgets. It has been observed that by giving
exclusive responsibility to the member states
for the implementation of the Community
measures carried out in their territory would
mean changing the nature of the “delegation”
of tasks, which would then rather appear as a
form of “devolution”. This would involve in
fact a kind of “restoration” process, the member
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states taking back the competences that they had
formerly delegated to the Community. The main
justification for the Community budget would
then be represented, within logic of “financial
equalisation”, by a transfer of appropriations
resulting from the solidarity between member
states.

Nevertheless, it should be highlighted that the
reason of the simple existence of a major part of
the Community budget, and of the Commission’s
management powers in respect of it, is based on
Article 5 TEC, on the ground that “the objectives
of the proposed action cannot be sufficiently
achieved by the Member States and can therefore,
by reason of the scale or effects of the proposed
action, be better achieved by the Community”.
In the present situation, the perspective is to
assist to an evolution of the system, where the
authorisation are transformed into a “procedural”
operation, the management is no longer “shared”
but is rather “separated” and the Commission
functions in respect of the member states as an
“external” controller rather than as a genuine
partner in the management of the actions''. Tt
should be noted that the Economic and Financial
Affairs Council underlined “the need for a strict
distinction between internal control and external
audit. External bodies are not part of the internal
control  framework” (Council of Ministers
(2005), Conclusions of the Economic and
Financial Affairs Council meeting, 8.11.2005.
point 13).

Let us analyse the state of the play and the role
of the member states. The member states finance
the budget through national contributions.
Furthermore, they play a key role, through the
Financial Perspectives, in the definition of the
policies financed. Moreover, they contribute in a

decisive way to the adoption of the Regulations
laying down the methods of management of
these policies. Finally, member states are also
recipients (directly or through their nationals)
of the Community payments, the daily
management of which is moreover in the hands
of their national administrations. If this situation
should move towards a further reduction of
the responsibility by the Commission, then
the measures that are the subject of “shared
management” would inevitably be subject to
nothing more than self-audit by the member states
themselves!'!.

Such a situation raises an objective risk of
a conflict of interests and goes far beyond
the principle of reciprocal fair cooperation
and support between member states and the
European Institutions and could jeopardize the
managing and implementing of a relevant part
of the budget. Indeed, this risk is foreseen in
several provisions of the Financial Regulation:
Article 52(1) prescribes that “All financial actors
shall be prohibited from taking any measures
of budgetary implementation which may bring
their own interests into conflict with those of the
Communities”.

As regards 2000-2006, accordingly with the
principles of decentralisation, partnership and
cooperation, the Council created a structure
for the method of managing the funds'? set in
the Regulation (EC) No 1260/1999"* (the basic
Regulation governing the Structural Funds) and
in the Regulation (EC) No 1164/94!* (establishing
a Cohesion Fund).

In the system of shared management, the
Commission’s responsibilities are defined so
as to allow it to discharge its responsibility for

" For this opinion and more advices reported in this article, see Gabriele CIPRIANI, “The Responsibility for Implementing
the Community Budget” in CEPS Working Document No. 247/June 2006 and “Rethinking the EU Budget: Three Unavoid-
able Reforms” in CEPS paperbacks, 30 November 2007.

12" As regards the Structural Funds, the legislator decided that the action of the Structural Funds and the EAGGF Guarantee
Section concerning rural development measures should be “complementary to, or intended to contribute to, the action of
the Member States” (preamble 27 to Regulation (EC) No 1260/1999) and so should “complement or contribute to cor-
responding national actions” (Article 8(1) of Regulation (EC) No 1260/1999). In case of rural development measures the
Structural Funds and the EAGGF GS provide assistance by part-financing measures decided on at national or regional level.
The clearest reflection of this principle is additionality (Article 11 of Regulation (EC) No 1260/1999). Regulation (EC)
No 1260/1999 defines for the Structural Funds various arrangements for implementing the budget based on a decentralised
structure resting on partnership and cooperation between the Commission and the Member State.

13" See Council Regulation (EC) No 1260/1999 of 21 June 1999 laying down general provisions on the Structural Funds,
OJ L 161, 26.6.1999, p. 1. Regulation as last amended by the 2003 Act of Accession, OJ L 236, 23.9.2003.

14 See Council Regulation (EC) No 1164/94 of 16 May 1994 establishing a Cohesion Fund, OJ L 130, 25.5.1994, p. 1.
Regulation as last amended by the 2003 Act of Accession, OJ L 236, 23.9.2003.
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the implementation of the Community budget
by verifying that the member states are carrying
out the tasks entrusted to them correctly. With
that end in mind and to ensure the respect of the
treaty and of the acts adopted by the Community
institutions, the Commission notably intervenes
at four levels in order to:

— take the decisions required for the
implementation of the Structural Funds
where the statutory requirements are
respected;

— ensure, in cooperation with the member
states, that management and control
systems exist and are functioning
smoothly, which may include making on-
the-spot checks, including sample checks,
on operations and management systems
or asking the member state to make those
on-the-spot checks itself;

— ensure the efficiency of assistance: by
analysing (through the annual reports and
the final implementing report) the progress
of the implementation of assistance in
terms of the objectives laid down; in
financial terms, it could bring to the
application of automatic decommitments,
the suspension of payments when the
statutory requirements are not respected
and the formulation and, where necessary,
the adoption of the corrective measures
required to support the sound financial
implementation of assistance. Finally, by
evaluating the results;

— carry out inspections and on-the-
spot audits of operations and systems,
particularly  through sample checks
on them, without prejudice to those
carried out by the member states, and
applying financial corrections when
irregularities and failings are detected
and the member state has made no such
correction.

As regards inspections, the sectoral legislation
has two pillars, the first being a series of
provisions allowing the Commission to ensure the
compliance of the Member States’ management
and control systems'® and the second being
a further series of rules which define the
arrangements for the financial corrections to be
applied when irregularities are detected during
audits '°.

In the case of the Structural Funds and the
Cohesion Fund'/, the aim of ensuring the
existence and sound operation of management
and control systems is mentioned in Article 35
of Commission Regulation No 2342/2002 laying
down detailed rules for the implementation of
Council Regulation (EC, Euratom) No 1605/2002
on the Financial Regulation applicable to the
general budget of the European Communities (OJ
L 357,31.12.2002) is achieved by the provisions
mentioned in the sectoral legislation).

The purpose of these checks is to ensure
the existence and smooth functioning of the
management and control systems or to check
individual operations financed. In addition,
Articles 5 and 6 of Regulation (EC) No
438/2001'8, state thatthe Commission is toreceive
from the Member States, within three months of
the approval of the assistance, a description of
the management and control systems in place
and that it is to satisfy itself in cooperation with
each Member State that these systems meet the
standards required by the Council Regulation
concerned. The operation of the system is to be
reviewed regularly. The Commission and the
Member States adopt bilateral administrative
arrangements to coordinate the methodology
and implementation of inspections and exchange
results. Cooperation continues throughout the
programming period through reviews which take
place at least once a year at meetings between
national and Community auditors.

15" More specifically, Article 38(2) of Regulation (EC) No 1260/1999 allows the Commission to carry out on-the-spot
checks, including sample checks, or require the Member States to do so.

16 The mechanisms for financial corrections under the Structural Funds as described in Article 39 of Regulation (EC) No
1260/1999 and in Regulation (EC) No 448/2001, (see Commission Regulation (EC) No 448/2001 of 2 March 2001 laying
down detailed rules for the implementation of Council Regulation (EC) No 1260/1999 as regards the procedure for making
financial corrections to assistance granted under the Structural Funds (OJ No L 64, 6.3.2001 p. 13).) are detailed in Com-
mission decision C(2001) 476 of 2 March 2001 “Guidelines on the principles, criteria and indicative scales to be applied by
the Commission departments in determining financial corrections under Article 39(3) of Regulation (EC) No 1260/1999”.

17 Regulation (EC) No 1164/94 and its implementing rules provide for a similar mechanism for managing the Cohesion
Fund. See Article 12 of Regulation (EC) No 1164/94 and Article 5 of Regulation (EC) No 1386/2002.)

18 See Commission Regulation (EC) No 438/2001 of 2 March 2001 laying down detailed rules for the implementation of
Council Regulation (EC) No 1260/1999 as regards the management and control systems for assistance granted under the
Structural Funds, OJ L 63, 3.3.2001 p. 21
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As regards 2007-2013, the new regulations' in
force point out the importance of the controlling
systems as regards organisation, efficiency,
transparency, procedures and contents of the
activities. The Commission, which is attentive
to the recommendations of the two Institutions
responsible for monitoring the implementation
of the budget, acted in order to develop the
instruments required to coordinate its work with
that of the member states.

The initiative is described and analysed in
the Communication to the Commission -
Communication from Commissioners Hiibner
and pidla to the Commission giving an interim
progress report on the action plan to strengthen
the Commission’s supervisory role under shared
management of structural actions {SEC(2008)
2755} /% SEC/2008/2756 final */ dated
5.11.2008%.

To sum up, the Commission has encouraged the
conclusion of administrative arrangements on
audits with the member states in order to step up
the coordination of checks and the exchange of
results between the Commission and the member
states concerned, and apply joint audit methods.

The Commission has developed the concept
of the contract of confidence with the Member
States. This is a voluntary commitment by the
Member States which assures the Commission
that the resources required to allow checks on
the regularity of the underlying transactions
are in place and providing a global approach
to checks on a particular programme, Fund or
region, in line with an audit strategy approved by
the Commission, and improved annual reporting
on the results of that strategy (Commission staff
working document, 2007).

But, as the Court of Auditors noted in its Opinion
2/2004, although the principles or standards

required to ensure the effective and efficient
internal control of the Funds are already “either
fully or partially in place”, others will need to
be developed and introduced, to ensure that
“the extent and intensity of checking ... make
an appropriate balance between the overall
cost of operating those checks and the overall
benefits they bring.” Accordingly, on the basis
of its experience with the current rules, the
Commission wishes to improve the effectiveness
and efficiency of the management and control
systems in the next programming period.

One of the main Commission obligations was
to propose legislation which clearly defines the
responsibilities and obligations of both parties
in shared management and the arrangements for
their cooperation. In detail, these include firstly
the definition of essential minimum standards
which national management and inspection
systems must meet and the financial corrections
to be applied where irregularities revealing the
non-compliance of these systems are detected.

The role of the Commission, from the point of
view of budgetary management, is to supervise
the existence and smooth functioning of the
national management and inspection systems
and must describe how these will operate to
prevent irregularities. As regards audit, the
Commission will continue to concentrate on
evaluating management and control systems and
on the procedural and management weaknesses
identified by risk analysis, without giving up
its right to inspect individual operations where
necessary, for example when a Member State
fails to follow up an irregularity.

Accordingly, the management of the operational
programmes has been reassessed, with a view
to implement and increase the principles
of coherence, transparency, security and

19 (Council Regulation (EC) No 1083/2006 of 11 July 2006 laying down general provisions on the European Regional
Development Fund, the European Social Fund and the Cohesion Fund and repealing Regulation (EC) No 1260/1999 OJ
L 210, 31.7.2006, p. 25-78 and Commission Regulation (EC) No 1828/2006 of 8 December 2006 setting out rules for the
implementation of Council Regulation (EC) No 1083/2006 laying down general provisions on the European Regional
Development Fund, the European Social Fund and the Cohesion Fund and of Regulation (EC) No 1080/2006 of the Euro-
pean Parliament and of the Council on the European Regional Development Fund OJ L 371, 27.12.2006). Still in force the
Commission Regulation (EC) No 438/2001 of 2 March 2001 laying down detailed rules for the implementation of Council
Regulation (EC) No 1260/1999 as regards the management and control systems for assistance granted under the Structural
Funds.

20" As a general evaluation, before carrying out a detailed analysis of the action plan initiatives, “Overall, the results set out
in this progress report show that under the Action Plan the Commission is exercising its supervisory role more effectively to
address both the causes and effects of the high rate of error found by the European Court of Auditors in structural actions
expenditure.” (page 4)
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proportionality. In terms of the delivery system,
legislation has been streamlined and rules
simplified for managing cohesion policy. In
particular there is:

—  One set of management rules
There is now a single Commission implementing
regulation for the 2007-2013 programming
period, which replaces 10 existing regulations for
the 2000-2006 programming period. The rules
for management of programmes financed by the
Cohesion Fund have been aligned with those of
the Structural Funds. The fact that there will now
be only one set of rules will make management
of the Funds easier and less costly for member
states.

— One set of eligibility rules for

expenditure
Member states will be able to use national
eligibility rules rather than European eligibility
rules in addition to national eligibility rules,
thus greatly simplifying project management for
Member States.

— Simplification of financial management
The financial plans, the setting of the intervention
rate and the EU reimbursements will now be made
at a higher level (at programme or priority axis
level, instead of at measure level, as before). This
will simplify management of the programmes
by member states and the Commission, and
limit the cases where financial plans need to be
modified, thus giving a wider autonomy to the
national authorities in charge of the management
of operational programmes.

— Increased proportionality and

simplification for control systems

For smaller programmes (total eligible public
expenditure under EUR 750 million and
Community co-financing under 40% of total
public expenditure), certain requirements
on control arrangements can be carried out
by national bodies established according to
national rules, thus reducing the need to comply
with certain Community audit requirements
(Commission staff working document, 2008).

Also the degree of Community intervention
in the management and control procedures
should depend on the size of the Community
contribution to the assistance. The principle
followed is that the Community rules lay down
a common threshold of minimum conditions
to which all management and internal control
systems involved in the management of the
Community Funds must conform in any event.
At the same time it allows the Member States
to apply their own rules and management and
inspection structures where part-financing is
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mainly national and the Community contribution
is below a certain threshold. These arrangements
would in any case apply only if the Commission
received assurance on the reliability of
the national management and inspection

systems.
— Clearer rules on information and
communication

Citizens and potential beneficiaries of the Funds
in all member states will automatically have
the same access to information on funding
opportunities and awards from the Community
budget for Cohesion Policy, thus reducing the
time and effort they have to spend in finding such
information.
—  Electronic government in practice.

5. The allocation of responsibilities on the
Member State

A. The Member State, in a decentralised structure,

has three levels of responsibility.

a) Through cooperation with the Commission,
it is the guarantor of the sound management
of Community resources and takes
primary responsibility for correct financial
implementation through the managing
authority, (responsible for “the correctness
of operations and acting in response to
any observations or requests for corrective
measures to the management, monitoring and
control system required by the Commission,
the compatibility of operations with the
Community policies and the preparation of
the data or reports which the Commission
requires to monitor a programme); the
paying authority (which certifies expenditure
and ensures that the managing authority and
intermediate bodies have complied with the
regulation in force); the application of the
relevant national rules on eligibility where
there are no Community rules; an effective
ex-ante evaluation for the preparation of
the plans, the assistance and the programme
complement, the mid-term evaluation and its
updating.

b) The member states shall take responsibility
in the first instance for the financial control
of assistance”, in particular by:

— verifying that management and control
arrangements have been set up and are
being implemented in such a way as
to ensure that Community funds are
being used efficiently and correctly
and providing the Commission with a
description of these arrangements;
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— certifying expenditure, ensuring that
it is compatible with Community law
and the use of the Funds in accordance
with the principles of sound financial
management;

— taking the corrective measures required
by the Commission;

— providing a final declaration by an
independent body on the closure of the
assistance in the case of the Structural
Funds or the project in the case of the
Cohesion Fund.

c¢) The member state bears responsibility
in _the first instance for investigating

irregularities _and making the corrections
required.

B. The implicitly concerned general principles are
valid both in the programming period 2000-2006
and in the 2007-2013. In particular in the new
programming period the role of the member
state should concentrate on the obligation
to:

— Provide the Commission at the beginning,
before implementation of a programme
and before being able to make interim
payments, with adequate  assurance,
delivered by an independent body approved
by the Commission, attesting the quality and
conformity of their management and control
systems in terms of defined standards, and
certifying that their accounting system is
correct. Only the satisfactory implementation
of the corrections of the management and
control system foreseen in the action plan
will allow the Commission to make the
interim payments.

— Provide annual assurance delivered by an
audit authority on the expenditure declared
and the correct operation of the management
and control system and/or the detection and
correction of the weaknesses identified by
on-the-spot checks on the use made of the
Structural Funds.

— Provide a declaration of the validity of
the amounts certified on closure of the
operational programmes based on the audits
and checks on the operations carried out
during programming.

— Execute the financial corrections to the
beneficiaries of the Funds who do not comply
with the conditions governing the grant from
the Structural Funds is primarily a matter
for the Member States, who will deduct the
expenditure concerned from the declarations
to the Structural Funds.
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Discussion and conclusions

The Structural Funds include a series of
specific instruments which the European Union has
established to realise its Cohesion policy objectives of
strengthening economic and social cohesion. Between
2000 and 2006, the Structural Funds comprised the
European Regional Development Fund (ERDF),
the European Social Fund (ESF), the European
Agricultural Guidance and Guarantee Fund, the
Financial Instrument for Fisheries Guidance and the
Cohesion Fund. For the period from 2007 to 2013,
the Structural Funds are the ERDF, the ESF and
the Cohesion Funds. The Structural Funds support
both the EC Treaty’s objectives for economic and
social cohesion and the Lisbon Strategy for Jobs and
Growth. The Commission has responsibility not only
for the money under its direct control but also for
verifying that Member States are correctly carrying
out the tasks assigned to them by the legislation
establishing the Structural Funds.

For 2007-2013, Latvia has been allocated
approximately EUR 4.6 billion in total: EUR 1.5
billion under the Cohesion Fund, EUR 2.9 billion
under the Convergence objective, and EUR 90
million under the European Territorial Cooperation
objective. As laid down in Latvia’s National Strategic
Reference Framework (NSRF), the EU funding will be
invested in three strategic objectives: 1) development
and efficient use of human resources; 2) strengthened
competitiveness and progress towards a knowledge-
based economy; 3) improved public services and
infrastructure as a precondition for balanced national
and territorial development. The funds will concretely
contribute to fields including urban development,
which is currently concentrated around a few large
areas. The ERDF (an amount of EUR 267 million)
will support the development of 17 cities. The focus
will also be on improving the efficiency of public
administration, a prerequisite for management of the
EU funds. The EU contribution will help compensate
for gaps in the education system and will boost the
creation of new businesses and improvements to the
national road network.

For the Programming Period 2007-2013, the new
SF regulation maintains the N+2 requirement (Article
93, Council Regulation (EC) No 1083/2006 of 11
July 2006 laying down general provisions on the
European Regional Development Fund, the European
Social Fund and the Cohesion Fund and repealing
Regulation (EC) No 1260/1999). The pressure on
compliance with N+2 has focussed the two regions
on ERDF absorption, and deflected attention from
the quality of the interventions supported (in line
with original programme objectives). It is therefore
recommended to reconsider the design of the N+2
requirement in order to allow for a better adaptation
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of the rule to specific thematic areas or regions which
experience particular difficulties.
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Abstract

Development tracks of tourism business from starting position are different. Many enterprises fail in this track.
Business is successful if it is supported by innovations. If business leaders have well developed strategic
thinking, which is used in business strategic management, then their business develops very rapidly and
successfully. The analysis of rural tourism enterprises business environment is carried out, and the proposals of

implementation of strategic management in rural tourism business are developed in this article.
Key words: business environment, strategic management, rural tourism.

Tevads

Introduction

Tirisma uzpémumu var definét ka uznpémumu,
kura, uz tirisma darbibu orientétu, vienotu mérku
istenoSanai apvienoti cilvéki un materialie lidzekli.
Turisma uznéméjdarbiba ir ilgstosa un sistematiska
darbiba, saistita ar kapitala ieguldiSanas un jauna
produkta radiSanas procesu tlirisma joma. Katrs
uznémgjs plano veiksmigi attistit uznéméjdarbibu.
Toties uznémuma attistibas cel$ no uznémgjdarbibas
starta pozicijas var bt dazads.

No sakuma tas var attistities sekmigi, péc tam,
zaudgjot kongruenci starp ieksgjo vidi (R), argjo
vidi(E) un uznémuma vértibam un kultiru (V), t.i.,
nepietickami izmantojot ick$€jo resursu attistibas
iespgjas, ko sniedz argja vide, cie§ neveiksmi (1.
att., I cel§). lespSjamais otrais biznesa attistibas
cels (l.att, II)- mazais uzpémums, kad bizness
fokusgjas uz noteiktu tirgus nisu vai viet€jo tirgus
un praktiski neattistas. Tresais biznesa attistibas cel$
ir veiksmigaks- tas pakapeniski klust efektivaks un
produktivaks (1. att., IIT). Ceturtais biznesa attistibas
cel§ saistits ar inovacijam- jaunu produktu un
procesu ievieSana veicina konkur&tsp&jas attistibu
un uznémgjdarbibas izaugsmi (1.att., IV). Toties
atru biznesa izaugsmi nodroSina piektais biznesa
attistibas cels (1. attels, V), kura uznémuma vaditajs ir
stratégisks lideris ar stratégiskas domasanas spgjam,
prasmigi reag€ uz parmaipam argja vide, izmanto
iespgjas un sava uzpémuma attista strat€gisko
vadisanu.

Ikviens tlrisma uzpémums valsti darbojas
parmainu laika- mainas starptautiska, ekonomiska,
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politiska, tehnologiska vide. Straujas izmainas
notiek tiirisma nozares vide. Palielinas konkurentu
skaits, mainas taristu v€lmes, izsaucot izmainas
pieprasijuma struktira. Nenoteiktibas apstaklos
uzp@muma izdzivosana un attistiba atkariga no
iespgju, ko sniedz argja vide, izmantoSanas, ka

arT uzpémuma spgjam pielagoties  mainigajai
videi.

Pétijuma meérkis ir izanalizét stratégiskas
vadiSanas  ievieSanas  nepiecieSamibu  argjas

vides parmainu laikd un izvirzit priekslikumus
strategiskas vadiSanas ievieSanai lauku tdirisma
uzpémumos.

Petjuma merka sasniegSanai izvirziti S$adi
uzdevumi:
1. veikt maza uzpémuma strateégiskas vadiSanas
skaidrojumu;

2. pieradit stratégiskas domasanas nepiecieSamibu
un izdevibas mainigaja vidg;

3. iztirzat faktorus, kas iespaido lauku tirisma
uzp@muma izdzivoSanu un attisttbu mainiga

vide;

4. izstradat priekslikumus stratégiskas
vadiSanas ievieSanai lauku tirisma
uzpémumos;

5. piedavat aktualas idejas lauku tOrisma
uznémuma izdzivoSanai ekonomiskas krizes
apstaklos.

Pétfjuma objekts ir stratégiskais menedzments,
ta pielietoSanas iesp&jas lauku tirisma uzpémumos.

Petijums balstas uz kontentanalizes, sint€zes,
salidzinasanas, statistisko datu analizes metozu
bazes.

Economic Science for Rural Development Nr. 19, 2009

ISSN 1691-3078



L. Silinevica

Stratégiskas vadisanas ieviesanas nepieciesamiba un iespéjas lauku tirisma uzneémumos

BIZNESA ATTISTIBAS CELS

Sakuma se

Uznéemejdarbibas

Neveiksme

Bizness izdzivo ka MU

starta pozicija

Uznemeéjdarbibas izaugsme

Atra izaugsme

Source: Thompson,J.,Martin,F. 455.1pp

1. attéls. Biznesa attistibas cel§
Figure 1. Business development tracks

Rezultati un diskusijas

Results and discussions

Ka rada statistikas dati', tiiristu un lauku tiirisma
uznémumu skaita dinamika misu valst ir augosa.
Neskatoties uz to, ka Latvija tlrisma nozares
statistika liecina par nozares izaugsmi, ir jarekinas,
ka ari tlirisma nozarei vispargja ekonomiska krize
nepaies garam. Tapec tlrisma uznémumiem laikus
jartipgjas ne tikai par izdzivoSanu, bet ar attistibu.
Lauku tiirisma uznémumi (viesu majas, brivdienu
majas, uznémumi, kas darbojas lauku teritorijas
un sniedz dazadus tirisma pakalpojumus) parsvara
ir mazie uzpémumi (MU). Menedzments MU ir
vienkarsaks neka lielaja. Parasti MU nav sareZgitas
analizes un planoSanas. Veiksme liela méra atkariga
no stratégiska lidera, vina kultiras, vértibam un
vadiSanas stila uzp@muma mérku nosprausana
un TstenoSana. UzpE@muma vadibai japiepem
tadi 1émumi, kas virziti ne tikai uz uznémuma
izdzivoSanas iesp&jam, bet ar1 uz attisttbu mainigaja
argja vidé dinamiskas konkurences apstaklos, kuros
katrs konkurents censas darit neiesp&jamo, lai kliitu
par uzvarétaju.

www.em.gov.lv 15.10.2008.

Maza wuzpémuma stratégiskas vadiSanas
biitiba un prieksrocibas

Essence of strategic management of a small
enterprise

Nosakot firmas stratégiju tick pienemts lémums
par virzienu, kada bizness attistisies, par vietu
tirgli, ka arT par atsevisku biznesa veidu un razoto
produktu attistibas iespgjam. Uzpémuma vadiSana
ir saistita ar ta ieintereséto pusu interesém un tas
uzdevums ir radit firmai prieksrocibas salidzinajuma
ar konkurentiem. Stratégiska vadiSana (stratégiskais
menedzments) nodroSina ne tikai racionalu firmas
riciba esosa resursu potenciala izmantoSanu ikdienas
apstaklos, bet ari tadas vadiSanas stratégijas attistibu,
kas Jauj pielagoties izmainam argja vide. Stratégiskas
vad’’sanas (SV) pamata ir parmainas ar¢ja vidg, to
iedarbiba uz uzpémuma ick$gjo vidi, uznEmuma
reakcija uz parmainam un ,atbilsto$i, parmainu
vadiSana icksgja vide.

Stratégiskais menedZments ir mijiedarbiba starp
uznémumu un ta argjo vidi, kas sastav no izvélcto
mérku TstenoSanas un cenSanas sasniegt vélamo
stavokli ar resursu sadali, kas lautu efektivi un
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rezultativi uzn@émumam darboties mainiga argja vide
(Hofer,C, Schendel,D, 1978).

Stratégiskais menedZments ir vadisanas process ar
mérki nodro$inat uzn@muma misiju, vadot uzn€muma
un argjas vides savstarpgjo iedarbibu ( Higgens,
1999).

SV ir tada vadiSana, kuras pamata ir cilvéka
potencials, kas orient€ darbibu uz pieprasijumu,
elastigi reagé uz izmaipam argja vide, izdarot
atbilstoSas izmainas uzpémuma ieksgja vide, lai
sasniegtu konkur@tsp&jigu priekSrocibu un sniegtu
ilgtermina izdzivoSanas iesp&jas mainigaja argja
vide, sasniedzot nospraustos mérkus. Nepartrauktos
ar¢jas vides parmainu apstaklos stratégijas izpilde
nav__strat€gijas istenoSana atbilsto$i nodefinétai
strat€gijai.  Strat€gijas izpildes mérkis ir radit
nepiecieSamos nosacijumus stratégijas Isteno$anai.
Stratégijas izpilde nozimé- tadu stratégisko izmainu
veikSana organizacija, lai ta bitu gatava stratégijas
istenoSanai. Stratégijas izpildes procesa atskiriba
ir ta, ka tas nav strat€gijas istenoSanas process, bet
rada tikai bazi strat€gijas istenoSanai un mérku
sasniegSanai. Loti biezi firmas nav sp&jigas istenot
strat€giju nepareizi veiktas analizes vai izdarito
secinajumu d&l, vai neparedz&tu argjo vides izmainu
vali nemacéSanu izmantot firmas personalu del.
Vertésana un kontrole ir logiski noslédzo$s process
SV, kas veido atgriezenisko saiti starp procesa gaitu
un mérkiem.

Stratégiska kontrole , at8kiriba no parastas vadibas
kontroles, virzita uz to, lai noskaidrotu, kada méra
strat€gijas TstenoSana virzas uz mérku sasniegSanu,
vai turpmak ir iesp&jams istenot pienemto stratégiju
un, vai tas TstenoSana sasniegs mérkus. Korekcijas
iespgjamas gan strat€gija, gan merkos.

SV nosaka nevis ,,rkojies ta un biis panakumi”,
bet- ,, ja rikosies noteikta veida, tad var git
panakumus”. 1. tabula veikta SV salidzinasana pé&c
daziem parametriem ar parasto uzn€muma vadisanu.

Stratégiskas vadisanas atSkiribas salidzinajuma ar
parasto vadisanu.

1. SV nesniedz tieSu un detalizétu nakotnes ainu.
Ta nav uzpe@muma ieksgjas vides detalizets
nakotnes apraksts argja vide, bet ta ir kvalitativu
nodomu kopa nakotnes stavoklim,

—  kada uzp@mumam biitu jabiit,

— kadai jabiit ta ienemamajai pozicijai tirgi
un biznesa,

— kadai jabiit organizacijas kultirai,u.c.

2. SV nav rutinu normu, sh&mu un procediiru kopa.
Taja nav teorijas, kura paredz, ko darTt, risinot
dazada veida uzdevumus noteiktas situacijas.
SV atrak ir filozofija vai biznesa un vadiSanas
ideologija. Katrs menedZeris to dara savadak.
Protams, eksist€ rekomendacijas un problému
analizes un strat€gijas izvéles logiskas shémas,
ka ari strat€giskas planoSanas un stratégijas
istenoSanas shémas. Praktiski, SV ir

1.tabula

Stratégiskas vadiSanas salidzinaSana ar parasto uznémuma vadiSanu
Comparison of the strategic management and the conventional management

Parametrs Parasta vadiSana Stratégiska vadisana
Misija Preces razo$ana/pakalpojuma Uznémuma izdzivos$ana ilgtermina sabalansgjot
siegSana ar mérki gt pelnu uzp€muma iespéjas un ta ieintereséto pusu
intereses ar mainigo vidi.
Menedzmenta Skats uznémuma ieksieng. Skats uz argjo vidi. Jaunu iesp&ju meklesana
uzmanibas Resursu racionala izmantoSana. konkuren-
fokus&sana ces vide. Adaptacija mainigaja vide.
Laika faktors Orientacija uz Tstermina un vidéja | Orientacija uz ilgtermina perspektivu
termina perspektivu
VadiSanas Funkcijas un organizacijas Cilveki, IT sistémas, tirgus
sistémas baze struktiiras, procediras, tehnika,
tehnologijas
Personala Cilveks ka uznémuma resurss, kas | Cilvéks uznémuma pamata, tas ir galvena
vadiSana pilda noteiktas funkcijas uzpémuma vertiba un veiksmes avots.
Vadibas Pelna, racionala resursu Organizacijas savlaiciga un preciza reakcija uz
efektivitates izmantoSana jaunu tirgus pieprasijumu.
kriteriji

Source: izmantots Thompson,J.,Martin,F. 2005
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— uzp@muma vadibas intuicijas un makslas
simbioze vadit organizaciju uz merku

sasniegSanu;
— personala augsts profesionalisms un
radoSums, kas nodroSina organizacijas

saites ar apkartgjo vidi, organizacijas un
tas razotas produkcijas atjaunoSana, ka
arT nosprausto planu istenosana;

— visa  personala aktiva  lidzdaliba
visefektivako celu mekléSana, lai
sasniegtu organizacijas mérkus.

3. Lai uzpémuma ieviestu SV, ir jaizveido
struktiiras, kas nodarbosies ar argjas vides analizi
un uzpémuma problémam, lai pielagotos argjas
vides izmainam, ka arT marketinga, sabiedrisko
attiecibu u.c. struktiiras.

4. Stratégiskas izveles klidas noved pie bankrota,
it seviski tadiem uzp€mumiem, kuriem nav
alternativa biznesa vai kuri Tsteno stratégiju, kas
nepielauj korekcijas .

SV ieklauj izpratni, cik sekmiga un stingra ir
organizacija un tas strat€gijas un ka, apstakliem
mainoties, rodas iesp€jas izdzivot un attistities. Argjas
vides izmaigu dinamika paaugstinas. Uzp€muma
izdzivoSana, izmantojot parasto vadiSanu, ir
problematiska.

Stratégiskas domasanas attistiba

Development of strategical thinking
Stratégiskas vadiSanas pamata ir strateégisko

lémumu pienemsana. Tos veic vaditajs, kuram ir
attistita stratégiska domasana. Stratégiska domasana
ietver pagatnes, tagadnes un nakotnes kategorijas:
nakotne, ka reala un sasniedzama vizija; tagadne,
ka esosa kompetence, t.i., tilts starp pagatni un
nakotni; pagatne, ka sp&ja macities no tas, istenojot
parmainas tagadné. Stratégiskas domasanas virziens
versts no nakotnes uz tagadni. Lai sasniegtu viziju,
tiek nosprausti stratégiskie meérki, pamatojoties uz
esosajam kompetencém, kas balstas uz pagatnes
pieredzi un macisanos.

Stratégiskas domasanas spjas attista atseviski
individi. Tas var attistit arT visa organizacija, kas
izpauzas §ada veida: iek$&ja vide tiek generétas idejas,
derigas idejas tiek uztvertas argja vidg, tas sintezgjot,
attista informaciju lai raditu  jaunu produktu,
izveidotu jaunas stratégijas un ickarotu jaunas
pozicijas tirgd._

Strategiskas domasanas pamata ir macisanas, kas
ietver (Thompson,J.,Martin,F. 147.1pp):

sapratni, ka izvel&ties strategijas;

— sapratni par esosam kompetenceém, atsevisku
resursu stratégiskajam veértibam un saiti starp
tiem;

— zinasanas par konkurentiem,
nakotnes iecerém;

to darbibu un

— izpratni par iesp&jamiem jauniem konkurences
avotiem;

— spgju dalities ar informaciju, macities no
uzn@muma argjiem partneriem;

—  sapratni par vides attistibu, iesp&jam un draudiem
argja vidg,;

— sapratni par konkurentu aktivitateém, paredzot
iesp&jamos jaunus konkurences draudus;

— pieredzi, nakotnes stratégiju izstradi;

—  spgju istenot nepartrauktu stratégijas uzlabosanu
nenoteikta dinamiska vide.

Campbell and Alexander (1997) piedava
stratégiskas domasanas pieeju, akcent€jot $adus tiTs
elementus:

1) labas pieredzes meklgsana;

2) gataviba nepartrauktam,
negaiditam parmainam;

3) uzvediba un kulttra.

Bez skaidras vizijas un virziena, bez personala
lidzdalibas  un veléSanas nakotné stradat un
meklEt iespEjas parmainas stratégiska domasana
ir ierobezota.Stratégiska domaSana ir butiska
uznémuma mérku nosprausana, strat€gijas izvele un
ievie$ana. Stratégiska domasana veicina sinergijas
attistibu.

Ansoff (1968) sinergijas jédzienu skaidro tada
veida, ka kombinacija no atseviskam dalam veido
nozimigaku rezultatu, neka gadijuma, ja §is dalas
oper¢ atseviski.

Efektivu sinergiju nodrosina $adi Cetri _atslégas
elementi (Thompson,J.,Martin,F. 152.1pp):

neparedz&tam un

1. efektiva vadiba, kas uzsver sadarbibas,
daliSanas pieredz€ un maciSanas nozimi visa
organizacija;

2. organizatoriska struktiira, kas pielauj sadarbibu
un iek$€jo konfliktu noveérSanu;

3. atbalsta sist€mas, kas veicina dali$anos pieredzg
un zinasanu parnesi;

4. atbilstoSa atziniba, jo organizacijas atseviskas
nodalas var giit labumu no palidzibas citam.
Sinergijas nodrosinasana ir biznesa veiksmes

atslégas elements. Sinergijas attistibas potencialu

veido stratégiskie resursi — informacija, finanses,

personals, marketings, vadiSana, uzpemgjdarbibas
vide.
Stratégiskas vadiSanas ievieSana lauku

tirisma uzpemumos
Implementation of strategic management in
rural tourism enterprises

Lauku tlirisma uzpnémuma yveiksmes atslégas
faktori ir personala pamatkompetences un atskirigas
prasmes, kas nodrosina konkuretspg&jigo prieksrocibu.
Ideala varianta tas
— nodrosina pieeju svarigiem tirgiem vai to

segmentiem;

Economic Science for Rural Development Nr. 19., 2009 79

ISSN 1691-3078



1. Silinevica

Strategiskas vadisanas ievieSanas nepieciesamiba un iespéjas lauku tiarisma uzpémumos

— veic nopietnu ieguldijumu, lai uztvertu patérétaju
labumus, ko tie glist no piedavata produkta;

— rada griiti atdarinamus produktus ar augstu
pievienoto vertibu;

— nodrosina iesp&u ne tikai izdzivot, bet arl
attistities mainiga vide.

Sinergija lauku tdrisma uzpémumos paradas
$ados aspektos:

—  konkurétspgjas veidosana, ko liela meéra
nodroSina personala saskapota un efektiva
darbiba;

— dazadu tirisma produktu razoSanas un
pakalpojumu sniegSanas procesu savstarp&ja
mijiedarbiba un atkariba, sp&ja  balstit
cits citu.

Sinergiju maza tdrisma uznémuma ir iespgjams
attistit, daloties ar informaciju, pieredzi, apmainoties
idejam, izmantojot dazadas iespgjas, ko sagada argja
vide. Vadibas limenT sinergiju var iegit, savienojot

darbinieku  individualos mérkus, uzp@muma
kultdru, vertibas ar uzpémuma stratégiskajiem
mérkiem.

Lauku tiirisma uznp€muma attistibu nenoteiktibas
apstaklos virza strat€giskais lideris. Vinam ir attistita
strategiska domasana, vip§ mak novértét esoSo
situdciju, apzinas organizacijas stipras un vajas puses,
meérkus, pieejamos resursus, iespgjas, ko uznémums
var izmantot, mak saskatit draudus, tos novertét un
piepemt 1@mumus, kas lauj mazinat vai neitraliz&t
$os draudus. Stratégiskajam liderim, vipa vertibam
uzpémuma meérku nosprau$ana un TstenoSana ir
atsleégas loma.

Tarisma uzpémuma stratégija tiek izstradata
ilgtermina. Ta ieklauj $adus elementus: mérki,
viziju, misiju, SVID analizi, stratégiskos
virzienus. Atbilstosi strategiskajiem virzieniem
tiek izstradats ricibas plans, kura tiek uzraditi
konkréti pasakumi, to izpildes laiks, investicijas,
to avoti.

Priek$noteikumi strategiskas
ievieSanai tlirisma uznémumos ir $adi:
— straujas  izmainas argja vide, ko raksturo

izmainas valsts fiskalaja politika, monetaraja
politika, jaunas valsts atbalsta programmas, ES
investiciju iesp€jas u.c. ;

— IT tehnologijas, kas lauj zibenigi atri uztvert
jaunu informaciju, t.sk. par jauniem tdrisma
produktiem, rada iespjas imitet tdrisma
produktus u.c.

— jaunu tehnologiju attistiba (jaunas rezervacijas
iesp€jas, tiirisma pakalpojumu sniegSana virtuala
vide, tirisma pakalpojumu sniegSanas procesa
nepartrauktas uzlabosSanas iespgjas);

vadiSanas

— globalizacija, (sadarbibas iespgjas
starptautiskajtelpa, lielaka izvele pakalpojumu
sanémejiem);
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— tirisma biznesa internacionalizacija (iesp€jas
ieklauties  starptautiska tiirisma  produkta
razosana);

— tiristu v@lmju izmainas (pieaug pieprasijums
péc aktiva tarisma ekologiski tira vidé, mainas
tirisma demografija- arvien vairak celo gados
vecaki cilveki);

— konkurence par resursiem,
resursiem,;

— jaunas iespgjas, ko sniedz miisu valsts iesaiste
ES un dazadas starptautiskas organizacijas
(arvalstu taristu, kas izve€las lauku ttrismu,
skaita pieauguma tendences; 1&tas aviolinijas,
atvieglota robezskérsoSana, bezvizu rezimi ar
daudzam valstim);

t.sk., cilveku

— cilveka lomas izmaina vadiSanas
procesa, u.c.
Lauku  thrisma  uzpémuma  stratégiskais

menedzments ieklau;j:

— sapratni par argjas vides spekiem, kas iespaido
uznémuma darbibu, to izmainu c€lonus un
attistibas tendences;

—  sapratni par nakotnes iesp&jam, ko sniedz argjas
vides izmainas, un $o0 izmainu negativiem
aspektiem, kas apdraud uznémuma darbibu;

— lémumus par pieprasitiem tiirisma produktiem
un pakalpojumiem skaidri defingtos
tirgos;

— efektivu resursu menedzmentu, lai attistitu un
razotu tirgli pieprasitos produktus, sasniedzot
augstu kvalitati ar izdevigdm cenam un nodro§inot
tos paterétajiem tiesi laika;

— sapratni, k@ atslégas strat€giskie resursi var
bt parveidoti un lietoti, lai giitu jaunas tirgus
iespejas.

SV dinamiska 5 savstarpgji saistitu procesu kopa-
vides analize, misijas un mérku noteik$ana, stratégijas
izvéle, stratégijas izpilde, monitorings. Argjas vides
analize ietver valsts politisko, ekonomisko, socialo,
ekologisko un starptautisko vidi, ka ari thirisma
nozares vidi (konkurentus, tiiristus, sabiedribu).

Ieks€jas vides analize lauku tirisma uzpémuma
tiek veikta $ados virzienos:

— organizacijas mérki, stratgiskie
virzieni, kultura, vertibas,

— personals, ta kompetences,
intereses, lojalitate pret uznémumu,

— vadibas stils, vadibas intereses,

— tirisma produkta razoSana
stratégijas),

— finanses (naudas pliisma, rentabilitate u.c.),

— marketings (tirgus izpete, tlrisma produkts,
cenas, tiirisma produkta virzisana tirgd).

Misijas un mé&rku noteikSanai stratégiskaja
vadiSana ir IpaSa nozime, jo uznémuma mérkiem
un misijai jabiit sabalans€tai ar katra darbinieka

attistibas

kvalifikacija,

(konkurences
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Ka mésdaram?

Sratégiska
kontrole

Sratégiju
TstenoSana

Sratégiskie
[émumi

Ka mésto
sasniegsim?

Vadiba un kultlra

Kur més esam?

SVID analize

Mérku
parskatisana

Stratégisko
virzienu
monitorings

Turisma
produktu
stratégijas,

Kur més gjam?
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Figure 2. Understanding of strategic management of a tourism enterprise

mérkiem, tiem jabiit motivgjosiem attieciba pret
katru personala locekli. Pret§ja gadijuma personals
var nebit lojals firmai. Tapéc misijas formul&juma
izstrades procesa tiek ieklauts viss personals. Ikviens
no personala locekliem saskata savas izdevibas
(izaugsmi, socialos labumus u.c.) uzp€muma misijas
izpilde un atbalsta centienus méerku sasniegSana.
Izstradajot mérkus, jagpem v&ra uzpémuma
ieinteres€to pusu intereses. 2. attéla atspogulota SV
procesa izpratne lauku tlrisma uzgpémumos. Centra
ir uznémuma galvena vertiba- cilvékpotencials, ko
raksturo vadiba, personals, organizacijas kultiira,
vertibas. SVID analize parada esoSo firmas situaciju,
tas stipras un vajas puses, iesp&jas un draudus.
SVID analizes rezultati lauj precizét stratégiskos
mérkus un izdarit korekcijas uzpémuma strategija
lidz pat, atbilstoSi, stratégisko virzienu mainai, ka
arT izdarit korekcijas atsevisku tirisma produktu
konkurences stratégijas. Konkurences stratégijas
tiek attistitas katram firma razotajam produktam
atseviski, noradot veidu, ka sasniegt un uzturét $1
produkta konkurétsp&jigo prieksrocibu. Tiek izdariti
strat€giskie [emumi atbilstosi argjas vides izmainam,
kuri tiek istenoti stratégijas izpild€, kas ieklauj sevi
jaunattistitas stratégijas istenoSanu un stratégisko
kontroli. Process ir nepartraukts, tada veida tiek
nodrosinata SV.

Nobeigums

Conclusions

Lauku tirisma uzpémuma strat€giska vadiSana
lauj firmai attistities ekonomikas recesijas apstaklos,
izmantojot diversifikacijas _strat€gijas, paplasinot
tirisma pakalpojumu sniegSanas iesp&jas, vai
attstot biznesu citas nozargs, pieméram, ekologisku
produktu razoS$ana, zvéru (pieméram, briezu ), putnu
(piem@ram, strausu, titaru, pilu) audz&Sana, diku
saimniecibu attistiba u.c.

Stratégisko vadiSanu liela méra nodro$ina visa
personala ieklausanu vadibas procesa, saskanojot
uzn@muma viziju, misiju, mérkus ar katra darbinieka
viziju, misijuun mérkiem. Tap&c, veicot menedzmenta
darbibas analizi, janem véra Sie faktori.

Secinajumi
1. Lauku tirisma uzp€muma izdzivoSanas un

attistibas iespé&jas liela méra nodroSina uznémuma
strategiska vadiana.

2. Firmas sekmigai  strat€giskai  vadiSanai
nepiecieSama aktuala informacija par argjas vides
izmainam, ka ar sinergijas procesu attistiba.

3. Lauku thrisma vaditdjam jabut strategiskajam
liderim ar stratégisko domasanu.

4. Lauku turisma uzpémuma strat€égiska vadiSana
nodrosina firmas attistibu ekonomikas recesijas
apstaklos.
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Stratégiskas vadisanas ievieSanas nepieciesamiba un iespéjas lauku tirisma uzpémumos

Priekslikumi
Proposals
1. Lauku tlirisma uznémumiem ieviest

strat€gisko vadisanu, kas laus ne tikai izdzivot
argjas vides parmainu apstaklos, bet arl a
ttistities.

Lai nodroSinatu firmas sekmigu darbibu ar
aktualu informaciju par argjas vides izmainam
ir lietderigi izveidot  argjas vides izmainu
izpétes un analizes sistému firma. Sis sistémas
pamata ir Sadas aktivitates: preses materialu
analize, daliba profesionalas konferences, firmas
darbibas pieredzes analize, personala uzskatu
apzinasana, izmainu apsprieSana firmas ick$gjas
struktiiras u.c.

Lai attstitu stratégisko domasanu un stratégiska
lidera sp@jas, nepiecieSams macities; tam
nolikam ieteicams tirisma firmu vaditajiem
apmeklét kursus, kas piedava iemanu izveidi
strat€gisko sp&ju attistiba.

Lai lauku tlirisma uzgpémums varétu paplasinat

attisttbas ~ iespgjas, nepiecieSams izmantot
diversifikacijas strategijas,t.i., paplasinat
tirisma pakalpojumu sniegSanas iespgjas,

vai attistit biznesu citds nozar€s, piemé&ram,
ekologiski tiru produktu razo$ana,  zveéru
(piem@ram, briezu ), putnu (piem&ram, strausu,
titaru, pilu) audzeSana, diku saimniecibu
attistiba u.c.
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Abstract

The economic globalisation process makes the economic factors rotate faster. As a result transaction costs of
global system functioning increase and a coordination mechanism is needed - especially in agro-food sectors.
There exists a crucial question whether a land factor is still capable to generate economic rents which would
be the determinants of comparative advantages? On the one hand, D.Ricardo’s land rents are vanishing,
H.George’s rents are provoking financial crisis, monetarists assumptions are becoming insufficient, while on
the other hand, the land factor gains new environmental applications and there is still a hope that land rents
have its origins in a real value. This paper aims at presenting the evolution of the land rents theory starting
from classical economics. One makes an attempt to find the most adequate conception of land rent creation
at present day, searching for new sources of comparative advantages in the institutional factors. One argues
that Ricardian land rents are vanishing and the institutional rent is the only durable economic rent in the
European agricultural sector regarding chosen direction of the CAP evolution. The institutional rent comes
from the reduction of the transaction costs by contractual integration process in agro-food sector that however
requires a retransfer of financial means from the integrator to the farming producers. In the non-integrated
structures drainage of value added by the market mechanism intensifies along with the increase of production

specialisation and market risk.

Key words: land rent, transaction costs, new institutional economics (NIE).

Introduction

An economic rent means additional revenue which
is linked to any production factor over the transfer
income needed to induce the factor to serve those
services in this implementation (Begg D., Fischer S.,
DornbuschR., 1993). Thus, an economic rent appears
in the situation of permanent assets rarity or if there
is not any possibility to evaluate the resources and
include it ex ante into account. If an asset is evaluated
in the market mechanism and its supply can increase,
an economic rent will disappear, becoming a sort of
cost. Theoretically, a rent cannot take negative values,
but the process of its creation does not coincide with
the process of profit-taking. Therefore negative
residual income of rare assets means that economic
rent has been intercepted by other enterprises.

Let us notice that the land factor fulfils first of
the conditions — is characterised by permanent rarity.
This feature has been noticed by the economists in
the beginning of the 18" century in the physiocrats’
school who regarded the land rent as the only kind
of a pure product manufactured by the farmers and
consumed by the landlords in shape of lease rent. In
the Physiocrats’ theory there exists the assumption of
a zero accumulation of a “barren class” — nowadays
of industry, in which the average incomes were
reduced to zero by the competition and the rents did

not exist. The physiocrats’ school confined to state
the fact of land rent creation in farming but did not
take on explaining what the source of land rent is.
Is the rent substance created by the relatively higher
land productivity and does result from real processes
of goods production, or rather subjective regarding
the exchange value and assets scarcity? Physiocrats
also did not take on the situation in which the farming
producer is simultaneously the land owner and does
not obtain the rent. Who takes over the rent then and
what are the economic consequences for agriculture
and all the economy? The above dilemmas fall under
the key problems which the theory of land rents
encounters, and it shall be highlighted that nowadays
they become more and more important. To emphasise
them we can implement a following simplification:
if the land rents do not come from real production
processes they can become a speculation object and
the destabiliser of the market economy, if they are
conditioned by the land productivity, on the contrary
— they are the indicator of the extended reproduction
and the basic factor of farming development. The aim
of the following paper is, firstly to find a theoretical
solution of the above problem through the analysis
of the land rent evolution and the deduction from the
consecutive versions which were formed from the 18"
century up to now. Secondly, an attempt was made
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to form and formalise the land rent theory which is
adequate on the current conditions of agriculture
sector functioning in the EU member states and
thirdly to propose recommendations for agriculture
development within the CAP (Common Agricultural
Policy). One formulates a hypothesis that Ricardian
land rents are vanishing and the institutional rent
is the only durable economic rent in the European
agricultural sector regarding chosen direction of the
CAP evolution.

Differential rents

In literature of the mainstream economy David
Ricardo is considered to be the author of land rents’
theory. Among the precursors we can find A. Smith
and T. Malthus who differentiated four forms of
land rent — due to fertility differences, location,
extra capital expenditures and general rent (Smith
A., 1954). In “The wealth of nations” A. Smith from
the beginning pays attention to different sources of
land rents’ origin. Firstly it is the farmers’ labour,
secondly the land factor reward, thirdly “monopoly
price” paid for using the land (Smith A., 1954 and
Mieszczankowski M., 1964). T.Malhtus similarly
searches for the sources of land rent in land scarcity
though it does not consider it as a monopoly prize,
stating that “when concerning cereal if it comes to the
quantity actually produced sold on the indispensable
price!” on the contrary to A. Smith who thought that
“farming products when being sold always reach the
monopoly price” (quoted after Ricardo D., 1957).
From the above we can conclude that at the very
beginning of defining the rent the discrepancies
appeared.

The key issue when assessing the sources of land
rents is adapting the adequate value theory. In this
direction the following analysis develops in post-
classical trends of land rents. Two attitudes arise —
the supporters of the value theory based on labour
and subjective value theories (including the theory
of production marginal cost). In view of the value
theory based on labour the issue of land rents is the
most widely elaborated by D. Ricardo and Marxist
economy.

Ricardian trend which as the first one developed
the issue after A. Smith assumed only the existence
of differential rents and negated the existence of
absolute (general) rent. “If the high price of cereal
was a result and not the reason of rents the price
would change accordingly to the increase or drop and
the rent would be the element of the price. However,
the price of cereal is established by the cereal

Covering production costs.

2 Therefore it is not a monopoly price!
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produced by the highest labour input and the rent
even to the smallest extent does not constitute and
cannot constitute its price (...) For the price is always
defined by the income gained form the last part of
capital which does not pay any rent (Ricardo D.,
1957). Thus, marginal plots (and marginal portion of
capital) simultaneously define the value and market
price of cereal, and if the value stated this way will be
higher from the borne costs plus an ordinary income
then the rent appears — but it is always the differential
rent (Blaug M., 2000).

Absolute rents

So K. Rodbertus brought the mechanism of
creating a land rent down to the so-called “organic
capital composition” which in farming was to be
immanently lower than in the industry (Rodbertus
K., 1959). This conception is significant because it
belonged to the key categories in the analysis of value
added (surplus value) which was carried by K. Marx.
As it was mentioned it is the Marxism economy that
took on the widest analysis of the absolute rent within
the concept based on labour. De facto it was the
polemic with D. Ricardo, identifying the absolute and
differential rent on the basis of a theorem of decreasing
marginal efficiency of resources (Mieszczankowski
M., 1964). Quoting the reasoning of K. Marx the
absolute rent constitutes the crops prices because
on conditions of a growing demand the prices must
increase to the level which will allow to cultivate the
worst lands that means it will pay the rent to its owner.
In other case they will not be assigned for production
purposes. Hence, the rent of marginal grounds is not
the consequence of the crops price growth but on
the contrary: “this circumstance that the worst soil
should bring the rent to let it be cultivated would be
the reason of the crops price growth to the level when
this condition can be fulfilled” (Marx K., 1959).

In the view of the value theory based on K. Marx
paper the absolute rent is defined as the product value
surplus® over its production price which appears for
two reasons:

— monopoly of the land ownership,

— lower “organic capital composition” inagriculture
from the social average, i.e. a lower relation of
capital to the labour factor (on the condition that
profit rates equalise in all the economy).

Marx did not prove the basic assumption of the
presented theory of absolute rent — that there exists
the mechanism which brings the agricultural profit
rate to the average. His contemporary economists
reproached the lack of a free competition in the
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agricultural sector which prevents it. The mechanism
seems to be the most faulty when this sector is in a
bad economic condition. Does the assent to a lower
profit rate than the average questions the existence of
an absolute rent? Not necessarily — the acceptance of
a lower profit rate in agriculture in times of recession
theoretically should keep the implementation of land
rents on the previous level (Mieszczankowski M.,
1964).

Scarcity rents

H. George, an American economist, defined the
land factor much wider than D.Ricardo and K.Marx,
i.e.,, as a resource which is neither the capital nor
labour. So it is a residual interpretation which in
practice covers much wider range of natural resources
than traditionally considered land. In this approach
the land was separated from the ground, and thus the
difference in comparison to other resources is that it
cannot be withdrawn from the production as labour
and capital (no matter if its products are useful in an
economic sense). It can only be appropriated or got
rid of the ownership passing it to another entity.

Land rents are a part of the product which
goes to the landlords or owners of other natural
resources due to the ownership. The above definition
partly covers other concepts formed in the 19"
century. Nevertheless H. George specified that in
an economic sense rents are only the payment for
using the land excluding any inputs to improve it.
In other words the land rent concerns the “virginal”
land and it should not be mistaken with the capital
and labour revenues involved into the manufacturing
processes.

The land resource as a residual resource covers
numerous values of an inflexible supply. In a primary
definition it mostly covered resources, natural powers
and the opportunities provided by the nature such as:
arable land, unpolluted air, water supplies, natural
resources, mountain chains, seas and oceans, lakes,
rivers, icebergs, forests etc. — in this group we can
include all lands of tourist and recreational interest.
Nowadays to this list we can also add: radio waves
and an access to various frequencies, air-routes,
communication and telecommunication infrastructure
including internet access, political balance in the
world regarded as the main resources control, national
cultures which heritage is permanently connected
with land, time as an element of transaction costs,
sovereignty of nations and inviolability of land, sea
and air borders (Backhaus J.G., 1997).

3

All resources mentioned above are determined
by widely implied location factor and they generate
specific economic rents ranked by H. George among
land rents. Their market value results most of all
form their scarcity and is determined exclusively by
the demand on specific services. For this reason rents
connected with the location factor are particularly
prone to speculation and in a moment when they
exceed acceptable borders they can lead to a global
crisis. The current financial crisis which started in the
USA real estate market is certainly of such a basis.

Thus, land rents become destimuli of economy
development. Hence H. George in his concept of a
single tax postulated a take-over of an entire land rent
by the State® in a sense of taxation of a land itself
without the existing improvements.

Many economists of a mainstream protested
against H. George’s concept many times since it was
created but it is also easy to find the votes for (Foldvary
F.E., 2008) as well as the attempts of its adaptation in
modern economies — de facto the solutions based on it
function, in practice also in Poland*. Despite common
belief eminent representatives of marginal economy
mostly supported interventional theses of H. George
within the nationalisation of land rents (Menger C.,
1976, Walras L., 1990 and Pareto V., 1964).

Rents of an inflexible supply of the land

factor

The mainstream economy developed the land
rent interpretation of A. Marshall focusing on
market factors, i.e., demand-supply mechanism. In
this concept only land supply flexibility decides on
the rent existence. The rent of an income surplus of
a particular factor over its supply price is reached
only by those factors which are characterised by
an inflexible supply. Otherwise the rent will drop
to zero if the supply of such factor would grow.
This reasoning concerns also the land factor — each
cultivated hectare reaches the so-called transfer price
which is established on the basis of land demand plus
the differential rent when the income from this factor
exceeds the transfer price (RobinsonJ., 1948). Similar
reasoning but even more simplified was presented by
P. Samuelson — the level of land rent indicates the
intersection point of fully inflexible curve of land
supply with the demand curve (Samuelson P.A.,
1958). So aland rent exists and vary due to the demand
function course. On these conditions each arable land
brings the rent which is included in production costs,
constituting the price. The rent must be paid in case

“This, then, is remedy for the unjust and unequal distribution of wealth apparent in modern civilization, and for all the

evils which flow from it; we must make land common property” — (George H., 1981).

4 Aland tax in Poland is an example.
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of a leased land — otherwise the leaseholder quits the
cultivation. A producer alike who is simultaneously
the land owner must obtain the rent — otherwise it is
more profitable to sell the land. Only the state can
overtake a part of the rent in form of taxes.

The above reasoning is presented in many
contemporary economic text-books. So, according to
the approach originating from neoclassical economy
this is the supply limitation which created the absolute
rent due to scarcity, while the land of different quality
creates differential rents.

In the author’s judgement it is a big simplification
to reduce the sources of land rent to a low land supply
flexibility. The single fact of resource immobility
does not create any additional value, and it constitutes
only the source of market failure. It leads to the above
mentioned interpretation of H. George in which the
land rent is considered as a destabiliser of the market
economy. Disputable seems to be to put down this
feature to arable land which in individual agriculture
rarely becomes an object of speculation. Neoclassical
theory of a land rent does not explain the above
mentioned problems; therefore there are premises to
develop it into a wider theorem holistically seizing
creation process and realisation of a land rent. A
further part of this paper treats that issue.

Institutional rents

According to the transaction costs theory of O.
Williamson the price of specific assets increases if
the transactions are concluded within inefficient
institutional structures, it means without appropriate
contractual protection (Williamson O., 1998). The
food of high exchange value needs a specific resource
which one generates additional transaction costs — for
instance the costs of selection, costs connected with
the lack of deliveries on time, or the costs regarding
the inappropriate chemical composition or pollution.
At the same time it is assumed that the growth or drop
of the purchased resources caused by the interaction
between demand and supply influences the prices and
sales; whereas the change of transaction costs is not
directly reflected in the sale price of final products
(this one is determined in the marginal entity), but is
ex post reflected in costs and causes the fluctuation
of economic rent. The height of transaction costs
depends on the company organisation, especially
on the delivery, production and sale management
structure. Therefore it is not included into price
by the market mechanism. It is due to the fact that
transaction costs are characterised by big uncertainty
(which is impossible to measure!) when concerning

5

growing alongside with producing structure specialisation.
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the magnitude, situation and time of its appearance
— many of these appear ex post, and therefore it is
impossible to account them in the production and
strategic plans of an entity. It especially concerns the
food sector. So if it is possible at all to talk about
“transaction costs market” or the markets of the
“organisation factor” then in the food sector it is very
un-transparent.

For that reason (meaning the lack of ex ante
market evaluation of transaction costs) there appears
the opportunity to implement the institutional rent by
individual farms. This mechanism functions in the
following way:

As it was previously mentioned the agro-food
sector market is inefficient due to the significant
narrowing of marketing channel in the domain of
processing industry and a big capital concentration
in this sub-sector in relation to agriculture. For this
reason the processing companies gain the monopoly
rents and can impose the “price dictate for farming
products. On these conditions transaction costs which
agricultural production is subject to do not reflect the
sale prices, despite what the transaction costs theory
of O. E. Williamson assumes. This theory, as we
know, emphasises three variables which determine
the transaction costs level. Two of them, this is
limited rationality and opportunism arise from the
information access barrier, the third one from the
assets specificity which determines the mobility of
resources involved in the processing. While in non-
farming sectors the negative influence of the above
variables can be weakened by appropriate contracts,
in farming the organisational solutions are not
efficient. The transaction costs source in this sector is
not the opportunism of rural households but general
biological determinants of agricultural production.
Additionally, the rural households have a limited
influence on the assets mobility level, punctuality and
frequency of transactions. The effective reduction of
the transaction costs linked with gaining good quality
agricultural resources requires financial means
transfer from the integrator® to the farming producers
that would counteract the drainage of value added
by the market mechanism. In the non-integrated
structures this drainage intensifies along with the
increase of production specialisation and market risk.
In practise the participation of farming producers in
processing margin is an equivalent for the guarantee
of lower transaction costs of purchasing the high
quality resource. This participation can be seen as a
capital involvement of the integrator in agricultural
production (e.g., when the farming machines are its

By higher prices, capital involvement or income stabilising mechanisms which are to compensate the production risk
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possession or the higher sale price is guaranteed).

This way the agricultural producers gain the rent

which concludes form the higher level of governance

structure integration called the institutional rent.

The above reasoning is an attempt of a deductive
way of presenting the mechanism of value added
creation which constitutes the institutional rent.
However to formulate on this basis the theory of
creation and realisation of a land rent we should
identify underlying basic assumptions:

— alandrentis a payment of an arable land resource,
i.e., such which is used to produce food, provides
environmental services (including agrotourism)
and producing alternative energy sources;

— arable land has the utility of its own (no matter
the appropriation);

— the surplus rate in economy equals;

— market mechanism is efficient and expectations
of its participants are rational;

— transactional costs of production based on land
factor are higher than zero and they significantly
influence the entities’ performance.

The above assumptions let to formulate a
hypothesis (which apparently close to K. Rodbertus’
and K. Marx® opinions) that the source of land rent
is a positive difference between a potential capital
productivity in farming and the capital productivity
on other economy sectors. The potential capital
productivity in farming estimated by the land market
(reckoned as a relation of a surplus to assets — current
and non-current) is theoretically higher than in other
economy sectors. In other words in farming we
encounter a lower cost to revenue relation or a higher
ratio of value added to assets than in agricultural
surrounding. It results from the complementarity
of land factor to a used capital in creating utility.
Simplifying the problem — the land to some extent
replaces capital and some utilities sold to consumers
are of a zero cost. If the rent is not obtained by the
farmers - owners of land it means that a potential
productivity differs from the real one and that the rent
is intercepted by the agricultural surrounding in its
margins. However such an organisation of agricultural
production that landowners gain rents is possible in
market assessment expressed in land prices.

However in long-term the differential rents
disappear due to the economic globalisation influence
and levelling of soil productivity in all specialisations.
The potential absolute rent remains but it is difficult to
benefit from farming on conditions of the monopoly

of processing sectors. Nevertheless contractually
integrated structures create an institutional protection
for absolute and differential rents. The rents performed
thanks to this institutional protection are regarded as
institutional rents.

Valorisation of land rents and its
signification for agricultural policy in the
EU’

To describe the possibilities of implementing
the concept of institutional rents in the EU farming
a methodology of empirical verification must be
elaboratedandtools ofland rentvalorisation. Empirical
valorisation of land rent mechanism creation seems
to be relatively simple because it is enough to carry
an analysis of efficiency and absorption coefficients
in agriculture and its surrounding. Theses on the
flow of rent from farming sector to other sectors
are also possible to verify using traditional method
of “productivity surplus” (Gburczyk S., 1990) based
on the tables of input-output model or analysing the
integration efficiency coefficients (e.g. Adelman’s
index) in agri-food sector.

If it comes down to valorisation of land rents
we should again make an assumption of arable
land market efficiency. For it is relatively the most
objective and available mechanism of market value.
Basically, the analysis is carried for arable lands
used for production of agricultural resources or
providing environmental services. Referring to the
previous parts of this paper we can acknowledge that
the income surplus in farms (including subsidies)
over the material and financial inputs, payments of
own labour of the rural family and current assets
alternative costs constitutes the performed economic
rent which consists of absolute and institutional rent.
However it must be remembered that the process of
rent creation does not have to cover its realisation
and in the household’s performance only a part of the
land rent can be shown while the other part flows to
the agricultural surrounding.

The real value of land rents varies according to:
— analysis horizon;

— the moment of estimation — actual or future
value;

— structure of farm management — institutional rent
appears in integrated structures.

From the point of view of this paper’s aims the
cognitive values are mostly inactual value (discounted)

® The main difference consists in a fact that K.Rodbertus and K.Marx took under consideration the real productivity having
its sources in a labour, expressed by the relation of capital to the number of employees. In the author’s concept one consid-
ers potential productivity estimated in the market mechanism assuming rational expectations of economic entities.

7 In this part a fragment of following article has been used — (Czyzewski B., 2008).
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of an infinite stream of land rents. We take into

consideration an infinite stream of payments because

the land is in a very long time the only renewable
and indestructible production resource. Discounted
value of land rents equals the current value of land.

Less useful seem to be the capitalisation of the rent

stream until the stated moment in the future due to

the fact that it is difficult to establish this moment for

a renewable resource as land. So the current value

of land rents of a particular land resource can be

calculated in two variants (Wo$ A., 20006).

— in non-integrated governance structures on the
condition that only the absolute rent is being
realised and potential other residual incomes are
intercepted by agricultural surrounding due to
the lack of institutional protection;

— in integrated governance structures on the
condition that the absolute and institutional rent
is being realised and institutionally protected.

In a sphere of carried inquiries there is mostly the
second case in which it is proposed to use Gordon’s
model (Bringham E.F., GapenskiL.C., 1990) known
from implementation on the capital market — see
Formula 1b. In this model the perpetual rent is
discounted on the condition that annual payments
grow accordingly to the constant rate. Interpretation
for the modern theory of land rents assumes that a
constant growth of residual income results from the
existence of institutional rent which is reinvested in
production assets (s) and from the long-term growing
trend of labour and capital factor in relation to the
land factor (t) which is of a constant value. In case of
non-integrated structure the discounted value of land
rents is calculated according to Formula (1a).

L= R+ ) assuming that t<r (1a)
r—t
L.=R°(1+S+t)= R, _E i+ R,
Yor—(s+1t)  r—(s+t) K-
RO
assuming that s+t <r (1b)
R,(I+s+t)=F,-i+R,- (I1¢)
where:

L,~ discounted value of land rents in non-
integrated management structures and current
land price.

R,— annual value of an absolute rent — in practice
the lease in particular area.

t— constant, long-term rate of an absolute rent
growth due to increasing trend occurrence of
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a labour and capital factor in relation to a land
factor.

L,— discounted value of land rents in integrated
management structures.
F,~ value of specific production assets in a base

time.

r— annual return rate of alternative assets.

s— constant rate of residual income of an
institutional rent.

i— institutional multiplier or a return rate of a
contractual integration — it determines an
extended reproduction of production assets
(specific assets) within contractual flows from
the surrounding.

The proposed formulae have big cognitive values
on micro- as well as macro-scale. The above formulae
indicate inversely related dependence between
the land rent level and interest rates in economy.
Moreover, the answer to a question is possible whether
the carries macroeconomic and agricultural policy let
the realisation of land rents in individual farms or
whether they flow to the surrounding? The proposed
approach bases on the comparison of rents realised in
rural households with those which would result from
the prices on the arable land market. This way we
can identify potential rent flows to the surrounding,
and the directions of macroeconomic policy changes
which could stop them. The assessment concerns also
the magnitude of necessary budgetary retransfers.
Certainly some barriers create the deformation of
a land market via specific statutory limits resulting
in lower liquidity. Nevertheless still it is the best of
possible mechanism that can be used of land rent’s
estimation in Poland.

It is worth focusing on how to use the valorisation
of land rents in agricultural policy of the EU? Land
rents provide numerous functions very important for
the agricultural sector development:

Firstly, if the absolute rent does not exist in the
individual farms performances it is a signal that there
is no reproduction process, so the farm or a group
of farms stop providing their economic functions
and the assets degrade. If there is no institutional
rent there is no process of extended reproduction,
so the farm does not develop. These are important
guidelines for reorientation of the used CAP’s tools,
macroeconomic and fiscal. The above situation does
not mean that the land rents do not exist but that
they are in some amount intercepted by the market
mechanism and other entities use them. This situation
can be corrected by the adequate budgetary retransfers
or fiscal tools.

Secondly, the positive result (L.-L ) has important
implications for agricultural policy of the EU. It
indicates to what extent the process of restructuring
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of agricultural sector took place, i.e., what are the
rates of extended reproduction, competitiveness and
profitability of farms not included in the land price.
It is a guideline how the flows within institutional
structures complete budgetary transfer. In practice
this value shows how much the structural support of
Pillar IT of the CAP addressed to specific households
can be lowered in order to unburden the tax-payers
assuming that the role of the state was intercepted
by institutional flows. Moreover the income growth
which is not estimated by the market impact on all
macroeconomic policy because it causes particular
growth of global demand and starts the multiplying
effects.

Thirdly, for a very long time attention has
been paid in literature to the following topic — the
loads of individual households for the state should
not exceed the differential rent. However, if this
differential rent in a classical form disappears
linking it with the agricultural tax seems harmful.
Meanwhile the institutional rents resulting from
good organisation of production structure should
be inviolable source of comparative advantages and
especially protected determinant of restructurisation
and agricultural development in Poland. Hence
the rent on the one hand protects from the negative
results of globalisation, while on the other hand it is
complementary in respect of state intervention and
the CAP, and this way simply unburdens the EU
tax-payers.

Conclusions

From the above considerations the origin of
land rent theory was shown as well as an evolution
of opinions on land factor and its income from
the classical economics times. Also it attempted
the adaptation of various land rent concepts to
modern processes taking place in the EU and Polish
agriculture. As a result theoretical frames were
formed which are a hybrid of neoclassical opinions
and the value theory based on the labour: the
source of land rent is a positive difference between
a potential capital productivity in farming and the
capital productivity on other economy sectors, and
one has proposed an adaptation of Gordon’s model
to calculate the value of land rents. Of a neo-classical
character (to be precise of a new classical economics)
there is this assumption of market effectiveness and
rational expectations of entities. The input of a theory
based on labour is included in an opinion that the
land has its own utility and its value comes from not
the scarcity but potentially high productivity within
generating the real flows. Thus the first and second
aim of the article has been achieved. However, it
must be stressed that the proposed concept should be

approached cautiously because it is only a deductive
attempt of theory adaptation to changing economic
reality which needs to be verified by statistical data.
The third aim has been also completed — the value
of institutional rents shows how much the structural
support of Pillar II of the CAP addressed to specific
households can be lowered in order to unburden the
tax-payers assuming that the role of the state was
intercepted by institutional flows.

Another interesting conclusion is  that
paradoxically from all the presented classical theories
it is Marxist approach which becomes the most up-
to-date because it has the most common points with
the author’s concept of land rent adequate for today’s
reality of the CAP. The history described a circle.
Marxists explanation of the land rent substance
basing on organic capital composition was disproved
by the reality of post-war years of the second half of
the 20" century. This time brought a dynamic growth
of capital-absorption in farming, the drop of the
employment rate in agriculture as well as production
intensification till the possible limits of ecosystem.
Industrial model of agriculture which struggles
with food overproduction problem and low prices
of farming products denied the existence of sources
of land rents in the theory based on labour and
land utility. In times of industrial farming directed
to produce cheap food, the marginal utility of land
was dreadfully low, threatening this resource with
degradation. Many economists regarded the land
factor function as constant announcing almost its
full substitution with capital. The changes which de

facto are forced by the consumer in highly-developed

countries in reality depend on reversing the land
utility trend form decreasing to the growing one.
In globalisation times the natural environment and
land factor regain its previous utility for consumers
and even gain a new one which proof is the growing
dynamics of land prices. The land factor in highly-
developed countries becomes more and more
complementary in comparison to capital. In this
context the reality is closer to Marxist theory of a land
rent which searched for its sources in agriculture than
to a simplified neo-classical vision which made the
rent’s level fully dependent on food demand function
and land scarcity.
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Abstract

The project CHANCE “Community Health Management to Enhance Behaviour” is a project of ten partners
within the EU-programme GRUNDTVIG/ “Lifelong Learning Programme” (12/2007 — 11/2009). As part of
this project a quantitative research study concerning the perception of health information has been carried out
in households in Fulda-Stidend and Kohlhaus, Germany. Therefore a questionnaire with 40 questions was
developed by the seven international partners. The national health system and the media for health information
in each country had been analysed before.

The survey was done in spring/summer of 2008. Thus 195 individuals were asked for sources of health
information, health, attitudes and behaviour, competencies, consumption of food, living and wishes for health
in the community — on the condition that about 50% had to be vulnerable groups like migrants, elder people and
families with children. Especially, they were asked for the knowledge about the campaign “5 a day”.

186 questionnaires could be analysed.

The results show that the perception of health information was influenced by age, gender, migration background
and the status of health. Doctors are the most important source for health information. The campaign “5 a day”
was rather unknown in the various groups. Health information in the media like internet or brochures do not
reach most of the groups, except the younger people.

The results will allow conclusions to the perception of official health information in these communities. On the
basis of these results the hypothesis were generated, and proposals were suggested for interventions in these
communities in winter and spring 2008/2009.

Key words: perception of health information, community, development of hypotheses for interventions,
migrants.

Introduction — Vienna University of Technology, Faculty of
General aims Architecture and Spatial Planning, Vienna,
The project CHANCE “Community Austria

Health Management to Enhance Behaviour”

is a project of ten partners within the EU-

programme GRUNDTVIG/ “Lifelong

Learning Programme” from 12/2007 — 11/2009

(Figure 1).
Seven partner universities are integrated:

—  University of Applied Sciences Fulda, Germany
(Co-Ordinator)

— Latvia University of Agriculture Jelgava,
Latvia

— Liverpool John Moores University, Liverpool,
United Kingdom

— Universitatea de Vest din Timisoara, Timisoara,
Romania

—  Uppsala University, Uppsala, Sweden

—  University of Vienna, Vienna, Austria.
Three local German partners participated:
—  Federation of Home Economics (dgh e.V.)
—  German National Association of Senior Citizens’
Organisations (bagso ¢.V.)
—  Consumer Centre Hesse (VZ Hessen e.V.).
Special local partners will be found and integrated
in the other countries.
The general aims of the project are
— the analysis of different European health
information systems, and comparison of these
health information systems on the European
level;
— the analysis of the specific resources and needs of
different European communities, and comparison
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Fig. 1. Partnerships in CHANCE

Part A Part B
Target community’s structure | households’ resources perception of health information
Target group | local (adult) actors adult inhabitants in households
Research qualitative research quantitative and qualitative research
method
Duration 6 months 6 months
Result - local network - households’ - conclusion to the
- community’s resources perception of official health
resources - households’ information in a community
barriers
- need for
information

Fig. 2. Methods in the first work packages of CHANCE

of these structures on the European level;

— the analysis of the health knowledge and the
perception of health messages in different
communities and relating them to the local
community’s structure;

— the initiation of a local network;

— the development, implementation and evaluation
of specific community-related offers for health
information and education.

The community approach includes interventions
which are specifically developed for one unique
community. The partners had elected communities
in each country, in Germany Fulda-Stidend and
Kohlhaus.

The research methods are a mixture of qualitative
and quantitative research (Figure 2).

At first, the analysis is given on the national
health system and the media for health information
in each country. From the national perspective health
promotion and prevention in Germany are a task of

plans, programmes, strategies and recommendations.
A total national concept on health information is
missing. Obviously the comparison of the different
local activity programmes for the vulnerable groups
comes to the result that there is a great gap in the
health information for the group of migrants.

Specific aims in Germany
The paper will describe selected results of the

quantitative research in Fulda-Siidend and Fulda-

Kohlhaus.

The specific aims in this community were:

— the analysis of the health knowledge of
individuals in households;

— the analysis of the perception of health messages
(the same individuals);

— the survey with about 200 people in households.
50% of the individuals should be members of
the vulnerable groups like elderly, migrants,
families and one-parent-families (presetting

the health insurance system und public health service. through the grant agreement with the
There exist different parallel and/or competing action EACEA);
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— the development of hypothesis for the
interventions, using the results of qualitative
research.

A questionnaire with 40 questions was developed
in collaboration with the international scientific
partners.

The topics of the questionnaire:

— sources of health information (question 1,
2 and 5);

— implementation of health information in daily
life (question 3);

— competence to solve problems (question 4);

— community, surroundings, living  (size,
ownership, tenant), participation of activities
in the community (questions 6, 7, 8, 12, 13, 14
and 27);

— health competence: duration and forms of sport
activities, nutrition, appreciation of health,
television consumption, hygiene, body height,
weight (questions 9, 10, 11, 15, 16, 20, 21, 22,
23,24,25,26 and 31);

— household: support (e.g., cooking, care) for
those persons in the households, who need help,
size of households (questions 17, 18, 19, 32
and 33);

— socio-demographic dataofage, gender, education,
job, appreciation of income (questions 29, 30,
34, 35 and 36);

— migration background (questions 37, 38, 39 and
40);

— proposals for changes with regard to health in the
community (question 28).

The 40 questions included 5 open, 5 half
open and 30 closed questions. Single or multiple
responses were possible in the half open and closed
questions. Single responses could be dichotomous
yes-no-answers or questions or ranking rather

rating scales. Open questions are needed for
data like weight and body size or age. The open
questions were necessary for more information and
proposals.

The individuals were chosen through random
sample on two methods. One part was selected
according to the random-route-method by inclusion
of all streets (Raithel, J., 2006, 57). The households
had been informed through the local press and a
paper in each private post box in Stidend. Another
part of the questionnaires was given to local
groups in Stidend and Kohlhaus (e.g., parents in
kindergarten and schools, patients of a doctor,
Turkish sports club). Here the cluster sample was
used.

A pre-test with 20 questionnaires (14 face-
to face, 6 via telephone) was arranged. Some
questions were adapted. Data collection had been
anonymous.

The survey was managed through six students
of the University of Applied Sciences in Fulda
in the time period from the end of May to the
middle of June 2008 between 9-12 am and 3-7 pm
from Monday to Saturday. The individuals were
interviewed in their own households, the students
filled up the questionnaires. Each third individual,
who was ringed, was interviewed. Oral interviews
accounted for 92 questionnaires. So the rate of
return was 33%. The interviews lasted from 30
minutes till 1 % hour.

Some individuals of different groups filled up the
questionnaire by themselves. These groups received
235 questionnaires, of which 103 were returned, so
the rate of return was 44%.

Eight questionnaires from 195 were not completely
filled up, one was invalid, so 186 could be analysed.
The analysis was made by SPSS 15.0.

Table 1
Age groups (n =186 )
Age groups in percent
under 20 years 12.4
21-30 years 16.1
31-40 years 19.9
41-50 years 15.1
51-60 years 9.7
61-70 years 12.4
71-80 years 10.2
81 and more years 3.2
no data 1.1
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Results

The population of Fulda-Siidend is 4.688
inhabitants, while the population of Fulda-Kohlhaus
amounts to 1.160 inhabitants. The urban area is
structured by a mixture from houses with 3 —4 floors,
private houses and block of flats/ residential buildings
and many companies.

64.5% (120 persons) were female, 35.5% (66
persons) male.

The following table shows the age distribution.

Forty-two individuals had amigration background.
The migration background distribution by the age
groups: about 14% in the age group under 20 years,
about 23% in the age group 21-30 years, about 40%
in the middle age between 31-60 years and about 21%
more then 61 years (Table 2).

46.8% of 169 individuals lived in families with
child/children, of which 37.3 % are living with a
partner and child/children, and 9.5 % only with child/
children. 21.3 % are alone in households, 26% are
together with a partner and 5.9 % are living together
with other person (Table 3).

The main information source for all ages (n=186)
is the doctor. For the younger people under 20 and

between 21-30, the media like internet and television
are important too. For the individuals under 20 the
Chemist’s shop and newspapers are on the place four
and five, converse for the individuals between 21-30.
The population of the age group of 31-60 rank the
internet on the third place, while those being older
than 61 consider newspapers. The television is on the
place four for the group classes between 31 and 80,
while the place five is different (Table 4).

The health knowledge of individuals in households
was analysed concerning the knowledge about the
campaign “5 a day”. Four answers had been possible.
Under 20 years 47.8% did not know anything,
39.1% had known the correct answer (5 portions
of fruits/vegetables a day). In the age group 21-30
33.3% thought “5 meals a day” had been the right
answer, 30% did not know anything, and 26.7% had
known the right answer. In the age group between
31-40 years 51.4% had known the right answer,
40.5% thought it means “5 meals a day”. So, this age
group showed the highest percentage of knowledge
(Table 5).

The knowledge rate of “5 a day* was accounted
for 39.3 % of the women, while 31.3% for the men.

Table 2
Age groups and with/without migration background (n = 182)
with migration without migration
Age groups background background
n=42 n =140
under 20 years 14.3 % 12.1 %
21-30 years 23.8% 14.3 %
31-40 years 11.9 % 22.1%
41-50 years 14.3 % 15.7%
51-60 years 143 % 8.6 %
61-70 years 9.5% 12.9 %
71-80 years 7.1 % 11.4 %
81 and more years 4.8 % 29%
Table 3
Living situation (n = 169)

Living situation in percent

alone 21.3

with others 5.9

with child/children 9.5

only with a partner 26.0

with partner and child/children 37.3
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Table 4
Ranking of the information sources within the ages (n = 184)
Ranking of the information sources
Age groups
1 2 3 4 5
chemist’s
81 and more years doctor shop newspaper - -
61-80 years doctor Ch:g:)l ;t s newspaper television internet
31-60 years doctor ch:lrlrz)l ;t s internet television newspaper
21-30 years doctor internet television newspaper ch:}r}r:)l ;t s
under 20 years doctor internet television chemist’s shop newspaper
Table 5
Knowledge of “5 a day” and age groups (n = 180)
5 portions of
Age groups 5 meals a day S bo“f;gf water fruits/vegetables do not know
y a day
under 20 years 8.7 % 43 % 39.1 % 47.8 %
21-30 years 333 % 10.0 % 26.7 % 30.0 %
31-40 years 40.5 % 0.0 % 514 % 8.1 %
41-50 years 429 % 7.1 % 39.9 % 10.7 %
51-60 years 353 % 0.0 % 412 % 23.5%
61-70 years 13.6 % 4.5% 31.8% 50.0 %
71-80 years 29.4 % 0.0 % 23.5% 471 %
81 and more years 16.7 % 0.0 % 16.7 % 66.7 %
Table 6
Knowledge of “5 a day” and sex (n = 181)
Sex 5 meals a day 5 bottles of water 5 portions of do not know
a day fruits/vegetables
a day
female 342 % 2.6 % 39.3% 239 %
male 21.9 % 6.3 % 31.3% 40.6 %

More men (40.6%) did not know anything compared
to women (23.9%). 34.2% of women thought it
means “5 meals a day”, while 21.9% of men gave
the same answer. “5 bottles of water” was the answer
for 6.3% of the men, and only 2.6% of the women

(Table 6).

In a cross tab knowledge of “5 a day“ and
appreciation of health was linked. 81.9% of the
individuals with the right answer appreciated their
health very good or good (Table 7). 73.6% with the
answer “5 meals a day” assessed very good or good

(Table 7).
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Table 7
Knowledge of “5 a day” and appreciation of health (n = 179)
. 5 portions of
appreciation of 5 meals a day S bottles of water fruits/vegetables do not know
health a day
a day
very good 13.2% 14.3 % 152 % 5.7 %
good 60.4 % 57.1% 66.7 % 56.6 %
neither nor 18.9 % 28.6 % 12.1% 283 %
bad 7.5 % 0.0% 4.5 % 9.4 %
very bad 0.0 % 0.0 % 1.5% 0.0 %
Table 8
Knowledge of “5 a day” and migration background (n = 179)
. . 5 portions of
Migration 5 meals a day S bottles of water fruits/vegetables do not know
background a day
a day
with 30.0 % 5.0% 32.5% 32.5%
without 30.2% 2.9 % 38.1% 28.8 %

The right knowledge of “5 a day* was
with 32.5% not so good among individuals
with migration background, on the contrary to
persons without migration background (38.1%)
(Table 8).

Conclusions
The hypotheses could be generated on the basis

of these results:

—  Theinformation “5 a day” is differently perceived
in the several age groups.

— Age groups use different
information.

— The perception of the information “5 a day” is
influenced with the appreciation of the own

sources of

Bib
1.

health. 2.
—  Theinformation “5 a day” is differently perceived
by men and women.
— The perception of the information “5 a day” is 3.
Wworse among migrants.

The generated hypotheses are the basis for the 4.
interventions, which will be arranged in winter and
spring 2008/2009.

The proposals for interventions on the basis of 5.

these hypotheses are:

— group specific offers for health education in the
community;

— transfer of the health information from the
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national and regional level to the local area is
necessary;

food literacy is important;
active participation of the
groups;

more generation offers;
inclusion of different health experts and health
suppliers;

implementation of a network with local actors
and experts.

several local
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Abstract

A healthy lifestyle at the old age is one of the indicators of life values. The aim of the paper is to identify and
compare healthy lifestyles for the elderly in a typical microdistrict in Latvia and a comparable size community
in Romania from the points of view of physical exercises, eating habits, social and physiological feeling of
comfort. The research was carried out within the framework of GRUNDTVIGT Project No. 134240-LLP-1-
207-DE-GRUNDTVIGT-GMP “Community Health Management to Enhance Behaviour” (CHANCE). The
research results showed that eating habits in Latvia and Romania are slightly different. In both countries, the
elderly not very often use fresh food in their everyday life, or healthy, relative newly introduced products as
grain bread and cereals. Daily physical exercises of the elderly are impacted by the type of their housing. The
family and social environment are important for their social and physiological feeling of comfort. A healthy
lifestyle is impacted by traditions established along generations which are influenced by their social life, the
place of residence and the type of housing, and the social relations in the neighbourhood.

Key words: the elderly, healthy lifestyle, households.

Introduction

Long-term development cannot be imagined
without healthy individuals keeping a healthy lifestyle,
especially after analysing changes in demographical
processes related to globalisation, which includes
further aging of the society not only in Latvia and
Romania, but also in the whole Europe.

People in Latvia understand that the terms
“healthy lifestyle” and “life quality” are closely
interrelated, yet studies reveal that the Latvian elderly
consider their health an instrument for providing the
quality of life rather than a part of their life quality
(Bela B., 2006). In this connection, the Latvian
Sustainable Development Strategy 2030 includes the
need for promoting a healthy lifestyle and improving
the health care system as well as reducing social
inequality, so that an increase in well-being would
ensure satisfaction with life in all societal groups
(Latvijas ilgtspgjigas attistibas..., 2007) — especially
for the elderly and rural residents whose life was
evaluated as bad by around 70% of the surveyed
elderly (Bela B., 2006).

In Romania people affirm that health is their most
valuable asset, but practically they do not do anything
in order to maintain or improve it. Preventive
medicine is scarce, people only go to the doctor if
they are feeling really sick.

The aim of the paper. The paper reviews the
discussions on healthy lifestyles and the attitudes of
the elderly to them within the context of life quality.

Its aim is to identify and compare the elderly’s views
on and attitudes related to healthy lifestyles in Latvia
and Romania.

The following tasks are set forth to achieve the aim:

1) to conceptualise a healthy lifestyle as one of
the factors influencing the quality of life during
aging;

2) to ascertain how the population in Latvia and
Romania perceive a healthy lifestyle and their
care for health;

3) to identify what geological, psychological, and
social factors impact the health behaviour of
people;

4) to identify what healthy
characteristic of the elderly.
The research topic is a subjective evaluation of

healthy lifestyle of the elderly. However, the research

object is limited by including only the elderly living
in private households and residing in a typical urban
microdistrict in Latvia and suburb in Romania.

lifestyles are

Theoretical framework

The World Health Organisation’s definition states
that health is “a state of complete physical, mental and
social well-being and not merely the absence of disease
or infirmity”. This made us conclude that health care
results might not be completely understood without
having a perfect understanding of life quality. The
WHO defines life quality as a wide concept, which
is impacted in a complex way by an individual’s state
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of health, psychological state, beliefs, relations with

other people and the most significant environmental

factors (Smith A., 2000).

Both care and carelessness for one’s own health
is a result of interaction among psychological,
physical, and social factors. Ann Bowling calls it the
biopsychosocial health model or “health lifestyle”.
A health lifestyle is “intentional health behaviours
based on the alternatives available in each particular
situation” (Bowling A., 2002).

Health behaviour is:

1) an activity carried out by a person considering
himself / herself healthy in order to prevent a
disease;

2) activities that are carried out irrespective
of the state of health in order to prevent
diseases;

3) any behaviour performed by a person with the
purpose to protect, promote, or preserve his/her
health irrespective of an understanding of his/her
state of health;

4) an activity for reducing the risk of getting ill,
and a behaviour having as purpose to promote
health.

The care for health is a general notion of one’s
health as a measure of values that ensures sufficient
life quality, a sufficiently long life, and a good
physical feeling.

The care for health is exposed as a holistic
lifestyle (system of health habits), in which health is
included in the basic values of life and in the concept
of life quality. Knowledge on the constitution and
functions of one’s own organism and delivery of
information on available health care services allow
people to adequately act in case of illness (system
of disease habits).

Therefore the health behaviour determines three
types of categories:

1. Individual categories.

2. Social and cultural categories.

3. Capability categories.

What does it mean to care for health? Does
it mean preventing diseases and abstaining
from unhealthy habits or trying to maintain the
functionality of the body and mind given by nature;
not only maintaining, but also promoting one’s
own health?

Research methods. The research in this paper
is focused on sociological surveys in the form of
interviews and on data processing using statistical
research methods. The research is unique due
to the fact that it was carried out in two new EU
member states simultaneously. A typical part of a
town, specific to each country, was chosen for the
research object. The research subject in this paper is
the elderly.
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Research results

RAF microdistrict in the city of Jelgava acquired
its name from Riga Autobus (minibus) Factory which
was located in Jelgava. Dwelling houses were built
for the factory’s employees in the vicinity of the
factory. The microdistrict is situated in the North
East of Jelgava, on the right bank of the river Lielupe,
around 3 km away from the centre of Jelgava towards
the capital city of Riga. As of January 1, 2008, 4520
residents lived in the microdisctrict’s territory which
was chosen for the research. The average size of
households in RAF is 2.89. Natural gas and electric
power is supplied to RAF microdistrict; it has a
centralised water supply system and a sewage system
which is connected to the city’s water treatment plant.
A block in the RAF microdistrict consists of five-
storey and nine-storey dwelling houses which were
built in the 1970s. The chosen territory has a school
with a pool, a sports hall and a sports ground, which
is available also to the microdistrict’s residents, 2
kindergartens, 4 small food stores, a baker’s store, a
household goods store and 3 shopping centres, a café
and a fast food restaurant, a post office, 2 drugstores,
a dentist’s office, a doctor’s office, a library, 3
gambling halls, 3 playgrounds for children, a dry
cleaning shop and a laundry, a footwear repair shop,
a petrol and gas station, and a car repair shop. There
is a forest just across Loka Magistrale Street, which
is a favourite resting place for Jelgava residents. Next
to the forest, there is a guarded complex of private
garages, a tombstone shop, and Bérzi cemetery. Since
the RAF microdistrict was build during the Soviet
times, no church is available.

Dumbravita is a suburb of Timisoara, which has
developed from a small village during the first 20
years, becoming a suburb of Timisoara. It has 2915
inhabitants and 1417 households. The average size
of households in Dumbravita is 2.06. There is a
school, 1 kindergarten; there are several churches and
a relatively large forest — 648 ha. 27 teachers work
in Dumbravita and 2 doctors. There are very few
unemployed people out of those of working age. A
little more than half of the population is represented by
the females — 52.63% and the rest by the males. There
are Romanians, Hungarians and German nationality
inhabitants, mainly Orthodox and Catholics.

Empirical information was simultaneously gained
during May-June 2008 while conducting a quantitative
survey of communities in the RAF microdistrict in
Jelgava and in Dumbraviat a suburb of the town of
Timisoara. The total number of respondents was 255 in
Jelgava, of whom 44 were at the age of 61 and older (8
males) — 26 Latvians and 18 Russians. In Dumbravita
200 individuals were questioned, of whom 90 were
at the age of 61 and older. In Jelgava the elderly live
as singles (43%) or together with a partner or a child
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Figure 1. Number of individuals in the households of the elderly in Latvia and Romania
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Figure 2. Size of the homes of the elderly in Jelgava and Dumbravita

(39%), the rest of them — in households of several
individuals. In Timisoara the majority of the elderly
live in couples, the size of other households is about
the same, but the proportion of the single elderly is
only 13% (Figure 1).

The elderly in Romania evaluate their material
position, as compared with the residents living in
their community, as equivalent, but some of them - as
above the average. In Latvia the elderly evaluate their
material position as the same or worse, but no one
evaluates it as better than that of his/her neighbours.
The Romanian elderly evaluate their material position
as slightly better, as compared with their community
residents, than it is in Latvia.

Both the elderly in Dumbravita and those in
Jelgava feel well in their homes, and they like
their apartments or houses. In Jelgava 73% of the
elderly are the owners of their apartments, while in
Dumbravita — 97%. In both countries the proportion
of apartment owners among the elderly is slightly
above the average indicator.

In Jelgava the size of apartments is less than 60m? in
most cases, whereas in Timisoara it is more than 100
m? (Figure 2).

The elderly try to cope with their household work
themselves. Almost two thirds of the Latvian elderly
believe that they need no help in their household
work, but 25% of them need it in cleaning up their
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Figure 3. I read the information on packages about the ingredients and energy value of food products

apartments. The Romanian elderly need help only for
shopping, cleaning up their apartments, and filling in
documents.

55% of'the elderly in Latvia and respectively 51%
in Romania believe that they are well informed about
a healthy lifestyle from the points of view of physical
exercises, healthy food, and social and psychological
feeling of comfort. 41% of the Romanian elderly and
23% of the Latvian elderly said they were partially
informed about a healthy lifestyle from the point of
view of physical exercises. The Latvian elderly feel
to be better informed than the Romanian elderly about
physical exercises. 78% of the Romanian elderly and
61% of the Jelgava elderly are well informed about
healthy food, while 16% of the Latvian elderly and
only 1% of the Romanian elderly feel uninformed.
The Romanian elderly also feel to be better informed
about the social and mental feeling of comfort as an
element of healthy lifestyle.

The majority of the elderly in both countries does not
believe that keeping a healthy lifestyle is boring.

In Latvia the elderly get information about
healthy lifestyles mostly from TV, followed by a
doctor and friends, whereas in Romania the main
source of information about healthy lifestyles is
a doctor, followed by TV and the family. For the
Latvian elderly, the family as a source of information
takes the fifth position after neighbours. It might be
explained by the fact that the Latvian elderly live
mostly as singles, but the Romanian elderly mostly
live in families.

Therefore if the Latvian elderly have problems,
they mostly try to handle them themselves (57%) as
compared with the Romanian elderly — 45% of them
do the same. But the Romanian elderly do not put their
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problems on others because they have not chosen as
option that they do not solve their problems.

If there are health, food, or movement problems,
the Romanian elderly ask a doctor first and then try to
solve them in the family, whereas in Latvia it is vice
versa — they try to solve their problems by the help of
the family and only after they go to see a doctor.

The largest part of the elderly spends more than
three hours outside their homes. It, of course, depends
on the age and health condition. But there are different
opinions about doing physical exercises. The largest
part of the Romanian elderly believe they do physical
exercises for more than 5 hours a week, but almost
a third of the elderly from the RAF microdistrict
believe they do not do physical exercises at all. It
could be explained by the form of inhabitation, the
type of home, and national traditions. In Latvia, TV is
watched for a longer time than in Romania.

For the RAF elderly, the five most important
establishments of infrastructure are the market place,
health service, recreational area, food stores, and
social care. The elderly from Dumbravita place the
church in the first position, followed by the health
service, recreational area, school, kindergarten, but
the least important are the sports clubs, social centres,
and educational service. The sports clubs, pool,
sports ground and sports hall as well as educational
institutions, kindergarten and school are the least
important for the RAF elderly, too.

The elderly in both countries have similar eating
habits when consuming milk, sweets, cakes, cereals,
wine, beer, and lemonade. More than 50% of the
surveyed consume milk everyday, and 85% at least
once a week. More than half of them consume sweets
at least once a week. The elderly of both countries do
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Figure 4. Wheat bread consumption frequency for the elderly in Latvia and Romania

not consume cereals, lemonades, wine, and beer as
daily foods. The elderly in Latvia more often drink
tea, whereas in Romania — drinking water. In Latvia
there are slightly more elderly who consume vitamins
everyday, but in both countries more than half of the
elderly use vitamins very rarely or never.

The Romanian elderly consume more margarine
everyday, but the Latvian elderly prefer butter.
The Latvian elderly consume more vegetable oil
everyday than the Romanian elderly. Fish is included
in the diet of the Romanians more often than in that
of the Latvians. Yet the Latvians eat more cheese
as compared with the Romanians. The Romanians
more often consume fruit and vegetables, but the
Latvians eat potatoes even several times a day.
Rice and macaroni are more often consumed by the
Romanians. Grain bread is consumed everyday by
25% of the Jelgava elderly, but the Romanians eat it
very rarely. The Romanians used to eat wheat bread
almost at each mealtime. In Latvia wheat bread is
more favourite among those who speak Russian at
home; the Latvians eat rye bread more often than the
Russians.

86% of the respondents in Latvia cook food at
home themselves, in Romania respectively 64%. In
Romania 58% of the elderly go shopping themselves,
while 75% do it in Latvia. Both the Romanian
and Latvian elderly, when buying food products,
sometimes read the information on product packages,
but 16% of the respondents do it always. The
Romanians more often spend their money on healthy
food than the Latvians.

The largest part of the elderly believes that their
health is very important or important, but about half
of the elderly in both countries regard their health

as good or very good. Yet in Latvia the elderly have
more rarely assessed their health as very good. Half
of them believe their health will not change over the
further three years. However, the second half of the
Latvian elderly are more pessimistic compared with
the Romanians. The elderly in both countries are not
very interested in active sports, but if they were the
leaders of their microdistricts, they would construct
recreational and sports grounds and a green zone
restore a health trail in the forest, repair sidewalks,
install benches, make flowerbeds, organise various
activities for the elderly, for instance, gymnastics
exercises, tea evenings, or dancing.

Conclusions

The opinions of the elderly proved that a healthy
lifestyle include not only healthy food, physical
exercises, but also a social and psychological feeling
of comfort. A feeling of comfort is important to the
elderly living in multi-apartment houses not only in
their apartments, but also in the backyards, stairways,
on the street or sidewalk as well as in the nearest
vicinity.

It is specific in Timisoara that the elderly spend
more their time outdoors, therefore less time is spent
watching TV.

In Latvia the first adviser in health care is the
family, followed by a doctor; in Romania it is vice
versa. It could be explained by the availability of
health care in each country.

There are different eating traditions in Latvia
and Romania. A healthy lifestyle is impacted by the
traditions established by generations in their social
life, the place of residence and the type of housing,
and the social relations in the neighbourhood.
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The elderly have stable eating habits that have
formed over their life, therefore they relatively
rarely use “new” products like cereals and grain

bread.
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Abstract

The paper presents the results of economic investigations on the consequences of agrarian reforms in Latgale
region, Latvia in the twentieth century. It has been concluded that the restitution of land property and the
agrarian reform created intellectual and legal basis for the manifestation of personalities, entrepreneurship and
talents. The analysis of the use of agricultural land revealed no positive impact of the reform. As a result of the
reform Latgale demonstrates a high level of unemployment, increased negative long-term migration balance
of inhabitants, and deteriorating age structure — the percentage of children has dramatically decreased. All
the demographic processes and indicators of Latgale appear to be worse than those of the rest of Latvia. The
agricultural production in Latgale has shown the most dramatic decrease in comparison to all other regions of

Latvia.

Key words: Agrarian reform, gains, land use, employment, population density, production.

Introduction
Topicality of the Theme

Publications of scientific investigation results and
economic literature provide detailed descriptions,
analyses and evaluations of the processes and results
of the recent three agrarian reforms that took place
in the twentieth century. It is well known that in
the 1920s a lot of small natural farms emerged
in Latgale, as just a very small part of Latgale’s
inhabitants were employed in the infrastructure
objects. Therefore, this region served as a source
of cheap workforce for other regions, and thus
competed with the Polish and Lithuanian agricultural
workers.

During the 1940s large-scale collective farms
and state owned collective farms were established
on the basis of agricultural farms. During the 1950s
another composition of inhabitants was formed
with different mentality, interests and social status
due to the migration and generation alternation
processes.

The aim of the last agrarian reform of the 1990s
was the restitution of ownership of all the small land
plots eliminating the large collective farms created
during the 1950s.

Processes and results of the last land reform
particularly in Latgale region were studied in detail by
Stanislavs Skesters (with co-authors), and the study
results were published in 2008. The investigations
revealed the need to analyse in detail the consequences
ofagrarian reforms as well as to render comprehensive
evaluation of these consequences in the context of
the development of contemporary society and its
interests.

Consequences of the reform may be defined and
evaluated according to several different indicators:

— the operation level (complexity) and intensity of
land and other assets;

— the entrepreneurship activities in the territory;

— the employment level of the rural district, area or
the entire planning region;

— the inhabitants’ total income tax sum, calculated
per capita, or other indicators;

— the development index of territories (rural
districts, areas, towns);

— the directions and ranges of migration of
inhabitants;

— the mobility of inhabitants as employees;

— the GNP calculated per capita or as to 1 ha of
territory or other indicators;

— the production amounts and levels of agricultural
branches of production;

— the inflow of investments into the production
sphere.

This composition of indicators, certainly, may not
be considered as exhaustive nor complete, there may
appear other and quite different ones as well. One
article (publication) may, of course, comprise the
results of investigation of just a few indicators.

The aim and tasks

The aim of the paper is to show the results of the
study of the consequences of agrarian reforms, to
make analysis and synthesis, to draw conclusions and
form evaluations.

The research tasks subordinated to the aim are as
follows:

— to provide conceptual evaluation of intellectual
personal and public gains;
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—  to analyse the land use during the recent years of
the post-reform period;
— to investigate the impact of the reform and the
employment of Latgale’s inhabitants;
— to evaluate the changes of population density
during the period to be investigated.
Materials and Methods
Statistical data, data of Latvian Institute of
Statistics and those of the State Regional Development
Agency as well as special literature, the author’s
personal experience and accumulated materials have
been used to carry out the research tasks.
Investigation methods appropriate for the tasks
have been applied — analysis and synthesis for data
processingandinterpretation,thedynamicrowanalysis
method to use the process development, scientific
discussion, and the method of logical constructions
to form evaluations and draw conclusions.

Results and Discussion

1. Intellectual, personal, economic and public
gains

Restitution of ownership in Latgale region
and privatisation of the property of socialist large
collective farms (cattle, machines, buildings) created
intellectual and legal basis for the manifestation of
personalities, entrepreneurship, and talents. Each
inhabitant of the former Latgale could become an
owner and use the newly acquired social status.
Assuming that a Latgalian land owner’s family
consists of 4 persons, one may presume that new
opportunities were created for every second family of
the present day Latgale.

At the same time, we have to remember that the
absolute majority of the pre-war Latgale inhabitants
had their natural agricultural farm as their only
workplace and the only means of subsistence. The
logical question in that respect is: why has it not
found its reflection in the results and consequences
of the last land reform? The answer to the question
is given by the analysis of migration of Latgale
inhabitants in respect of 20 to 50 years (Central
Statistical Yearbooks, years 1950-2008). Previously
Latgale inhabitants were scattered among towns,
other agrarian territories as well as emigrated
abroad. They were substituted in Latgale by other
people, predominantly incomers during the socialist
period, employed in the industry and branches of
infrastructure growing fast at that time. Following
the recent economic reform, they were mostly left
without property and unemployed.

By making use of the possibilities of personal
expression, the possibilities of the reform process,
the acquired education and practical experience
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as well as the land market and lease conditions,
several individual or family farms further growing as
industrial agricultural enterprises are developed and
functioning in Latgale.

One may consider as a gain the fact that many
specialists with higher education in Latgalian
agriculture and other sectors became farm owners
and managers. For example, 1176 farm managers of
Latgale had higher education in 2007 (CSY, 2008).
It is the highest proportion of farm managers with
higher education among the regions of Latvia.

However, the number of farms in Latgale is the
largest as well, so the proportion of farm managers
with higher education is 3% in Latgale, while in the
rest of Latvia accounts for 4.7-6.3%.

The proportion of farm managers with professional
education in Latgale is the lowest.

On the whole, only every fifth manager in Latgale
has professional or higher education. Thus, the
potential of farm management quality level is far
from being exhausted.

The free market possibilities to sell one’s own
agricultural products may be also considered as a gain
provided by the reform. However, just 12.6% of the
enterprises are commercial (in 2007), selling at least
75% of their products. Two thirds of the total number
of farms in Latgale are still practicing natural farming,
but 22% - semi-natural farming (CSY, 2008).

The gain is also the freedom of choice in the
formation of farm production capacities. Having
analysed the use of this gain, it has been found out
that industrially oriented commercial farms (ELV
>100) constitute just 0,1% of the total number of
Latgale’s farms, but 82.5% of the total number are
still practicing natural farming, and semi-natural
farming the ELV of which is less than 2 units (CSY,
2008).

2.Use of agricultural target lands in Latgale
region

Analytical calculations are made taking into
account the financial support regulations of the EU,
where the category of used or operated land may be
applied to a just once mowed land or pastured fallow
land. Therefore the statistics shows that the unused
land in Latgale constitutes less than 10% of the total
area of utilised agricultural areas (UAA) (CSY,
2008).

Further we operate with the data arranged in Table
1 for a more thorough analysis of agricultural use
of land.

The calculations given in Table 1 reveal several
aspects, directions or tendencies of the use of land.

The total area of utilised agricultural area (UAA)
grows every year, while its use intensity does not
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Table 1

The use of land during the post-reform period in Latgale from 2003 to 2007

Indicators 2003 2005 2007
Number of farms 45 141 45 880 39 491
Total area of farmland, thousand ha 704.1 790.4 762.7
UAA, thousand ha 454.9 500.3 505.7
Cropland area, thousand ha 203.2 227.4 216.6
Proportion of cropland within UAA, % 447 45.4 41.8
Cornfield area, thousand ha 179.9 209.3 202.1
Proportion of cornfield area within UAA % 39.5 41.8 40.0
Proportion of cornfield area within cropland, % 88.5 92.0 933
Remaining land area, not intensively 275.0 291.0 303.6
UAA (for cornfields), thousand ha
% of UAA 60.4 58.3 60.0
The average farm:
Total area, ha 15.6 17.2 19.3
UAA, ha 10.1 10.9 12.8
Cropland area, ha 4.0 4.6 5.1
Source: CSB data and authors’ calculations
grow as the cropland proportion within the UAA in  October, 2008). Although in Latgale on the

recent years is diminishing.

No significant progress has been achieved also in
respect of the allocation of cropland for cornfields.

The remaining UAA not used for cornfields
increases year by year and occupies 60% of the total
area.

The process of concentration of land properties
and applications is going on, as the number of farms
diminishes, while the average farm area as well as the
area of cornfields increases. Nevertheless, the average
area of cornfields (5.1 ha) shows the majority of farms
as small ones and not able to use high-productive
machines for the production of market products.

More than two thirds of the total farm area, as an
average, is used for pasture or preparation of grass for
cattle-breeding, part of it remaining as unused land.

On the whole we may conclude that the amount
of rationally unutilised agricultural area is large in
Latgale, and energetic people have vast opportunities
there.

3.Employment

Vast territories of unused or extensively used land
may be related to the employment level of inhabitants
which is shown by the data and calculations of
Table 2.

One may conclude from the data and calculations
of Table 2 that the unemployment level in Latgale
is significantly higher, but in the majority of
rural districts — dramatically high (NVA data,

whole the unemployment level decreases, the
unemployment level in Latgale still prevails other
regions.

As a result of the agrarian reform, by eliminating
large socialistic enterprises Latgale faced socially
dramatic situation. During the occupation period
many more immigrants arrived as compared with
other regions, and all of them remained without any
land properties and any means of subsistence. Thus
the national composition of Latgale’s inhabitants
remains quite diversified affecting, to some extent, the
employment level. Between the national composition
and unemployment level one may not distinguish

any definite proportion, yet certain influence
can be felt.
Analysing  the  employment level  of

population groups at a giving age (from 15
to 74 years of age) calculated by the Central
Statistical Bureau, a similar picture can be drawn
(Table 3).

During the entire period of analysis the
employment level remains the lowest in Latgale, but
Table 3 shows some definite progress as well. During
the last two years employment has grown, which could
be explained by the fact that after Latvia joined the
EU significant investments have flown into Latgale
as an area that needs special support. As a result, new
workplaces have been created, especially developing
industrial branches which provide work opportunities
for low-qualified workforce.
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Table 2

Unemployment level in Latgale compared to other regions of Latvia
in the period from 2002 to 2007, %

Planning region | 2002 | 2003 2004 | 2005 | 2006 | 2007 com‘;::irs ‘:)arfet;“z 002
Latgale 17.0 15.0 12.80 12.80 | 10.80 | 8.00 2.14
Zemgale 10.40 | 9.70 10.80 6.10 | 6.70 6.50 1.60
Kurzeme 12.60 | 9.50 10.60 10.80 | 7.50 5.20 2.42
Vidzeme 10.50 | 9.00 9.40 820 | 6.40 6.60 1.59
The unemployment level in Latgale is higher than in any other region of Latvia
Latgale:Zemgale 164 160 119 210 161 123
Latgale:Kurzeme 136 163 121 119 144 154
Latgale:Vidzeme 163 172 136 156 169 121

Source: CSY data and authors’ calculations

Table 3
Employment level of populations groups from 15 up to 74 years of age in the
planning regions of Latvia (years 2002 — 2007, %)
Region 2002 2003 2004 2005 2006 2007
Latgale 46.0 46.2 47.4 47.4 51.6 56.3
Zemgale 54.8 54.0 52.2 54.7 60.3 59.5
Kurzeme 529 54.9 56.2 55.5 57.4 61.6
Vidzeme 56.1 53.7 53.9 56.8 55.6 57.0

Source: CSB data

Nevertheless, in general the situation in Latgale
remains unsatisfactory due to several reasons.
Inadequately developed small- and medium-size
entrepreneurship, thus limiting the creation of an
adequate number of new workplaces.
Uneven regional development of the country
making Latgale region an economically and
socially undeveloped territory.
Low income level of inhabitants, as a result of
which children of low-income families canot
be educated according to the contemporary
competitive labour market requirements,
which in turn increases the risk of formation of
unemployed generations.
Low mobility of inhabitants, especially those of
middle and old age, inability to move to towns or
territories where free workplaces are available.
Unsettled roadway infrastructure preventing the
inhabitants to access employment possibilities.
Emigration of workforce (especially younger
generation) abroad and to regions or towns with
higher remuneration level.
Figure 1 shows the increase in all the regions,
while Latgale is significantly lagging behind. The
reason is the aforementioned unemployment level
since the employed pay for the unemployed. However,
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the salary difference is also significant. Latgale is still
characterised by the lowest average salary in Latvia
(the CSB data).

4. Population density changes

Elimination of agricultural service enterprises in
the process of the land and agrarian reform created
especially severe situation for Latgale’s inhabitants
without land property ownership. It could favour not
only dramatic idleness, but also migration processes.
The actual results of migration are shown in Table 4.

During the latest years the migration balance of
inhabitants of Latgale has sharply grown and during
the three years period it is about 5000 persons. The
last three years of the analysed period are marked by
a sharp rise of migration balance also in Kurzeme and
Vidzeme, while in Latgale it is different. The causes
of difference require a detailed investigation, but
the main reason can be related to the land reform
processes and, as a result, the radical elimination of
small Latgale farms, not able to operate independently
and concentration of land in enterprises under the
leadership of talented managers.

Migration of inhabitants is directed abroad and
towards the large cities and Riga vicinity, where
many people see more opportunities to get job and
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Fig.1. Regional income level of inhabitants within agrarian territories per capita, in LVL

Table 4

Long-term migration balance of inhabitants of Latvia regions, years 1999-2005, persons

Regions 1999 2000 2001 2002 2003 2004 2005
Latgale -380 -599 -928 9 -2395 -1473 -1046
Kurzeme -554 -1705 -928 -235 -1003 -1251 917
Vidzeme -107 -640 -1086 125 -1466 -1428 -1111
Zemgale -69 361 947 603 -259 -594 -395

Source: CSB data
Table 5

The dynamics of population decrease within sliding five-year periods in Latgale and other regions
(time period from 1995 to 2006, %)

Regions 1995- 1996- 1997- 1998- 1999- 2000- 2001-

2000 2001 2002 2003 2004 2005 2006
Latgale 4.9 4.7 4.8 4.8 5.2 5.5 5.9
Kurzeme 3.2 3.1 3.6 3.5 3.9 4.4 4.5
Vidzeme 4.4 4.5 4.3 3.9 3.0 3.6 3.4
Zemgale 3.7 3.0 2.3 1.8 1.6 1.7 2.1

Source: author’s calculationsaccording to the CSB data

education. There are still not enough investigations
made on the reasons for inhabitants leaving their
region, but still some tendencies can be observed.
So, inhabitants tend to settle near their former place
of education, therefore, more contribution to the
regional development could be related to Rézekne
High School and Daugavpils University.

Of course, the infrastructure quality is of great
importance to keep inhabitants in their dwelling
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places and expect them to return back after their
studies. In the course of growth of education level,
ambitions and requirements are growing as well, so
the motivation to return is required.

Table 5 shows the sharpest decrease of population
in Latgale region. This tendency increases during
each following five year period.

The population decrease rate increases among
Kurzeme inhabitants as well.
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Table 6
Number of inhabitants within the planning regions of Latvia
(time period of 1999-2006, thousand)
Regions Indicators 1999 2002 2004 2006
number 389.2 378.1 369.2 359.8
Latgale chain decrease - -11.1 -8.9 94
chain decrease rate, % - 2.9 2.4 2.5
number 3243 317.1 3133 308.4
Kurzeme chain decrease - -7.2 -3.8 -4.9
chain decrease rate, % - 2.2 1.2 1.6
number 294.6 292.0 290.2 286.4
Zemgale chain decrease - -2.6 -1.8 -3.8
chain decrease rate, % - 0.9 0.6 1.3
number 258.3 252.8 248.22 243.0
Vidzeme chain decrease - -5.5 -4.6 -5.2
chain decrease rate, % - 2.1 1.8 2.1
Source: author’s calculations according to the CSB data
Table 7
Natural population decrease in the planning regions
(years 1999 — 2006, per 1000 inhabitants)
Regions 1999 2000 2001 2002 2003 2004 2005
Latgale 8.1 7.6 8.2 9.1 8.9 9.1 9.8
Vidzeme 52 43 4.8 4.9 53 5.5 53
Kurzeme 4.1 3.5 4.4 4.0 3.9 4.5 4.3
Zemgale 3.5 3.9 4.7 4.6 3.7 43 4.7

Source: CSB data

Quite different is the situation in Vidzeme, where
the population decrease rate has diminished in the last
five-year periods and is currently radically lower than
that of Latgale.

The behaviour of Zemgale’s inhabitants is
radically different — there is the outflow of population
three times less than that of Latgale region. The
data for a more thorough analysis are arranged in
Table 6.

According to Table 6 the number of inhabitants
of Latgale planning region is still the largest, but the
chain decrease there is the largest and the rate — the
highest. The second largest inhabitants’ chain decrease
is registered in the less inhabited Vidzeme region.
About 40% of the entire Latgale population live in
Rézekne and Daugavpils, and the same proportion
of Kurzeme population is registered in Ventspils
and Liepaja (www.kurzeme.lv). In Zemgale, as well
with its only one republic dimension city — Jelgava
inhabits 21% of Zemgale population. Therefore the

investigation of population density in the regions is
interesting. The average population density of Latgale
in 2005 was 15.11, the appropriate Kurzeme figure
being significantly lower — 13.35 and the highest
20.76 — in Zemgale.

The natural population decrease progress is faster
in Latgale region (Table 7).

The remaining regions of Latvia are characterised
by a twice lower population decrease. Latgale region
radically differs also by an unfavourable population
age structure (Table 8).

Already in 2000 — the first period of the analysis
— the proportion of children was the lowest and the
proportion of old-age persons — the highest among
the regions of Latvia.

This unfavourable age structure remains without
significant changes in the middle as well as in the
last year of the analysed period, but the proportion
of children has decreased even more, especially in
2006.
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Table 8
Population age groups of Latvian regions (years 1999 — 2006, %)
2000 2002 2006
'q;j [ o g g ]
Regions 5% 2 2L 2 De ” 3 o~ ” 3 ”
EES | 2z | E®S| 5| 2| 8| 8| 2| §
Sl | 283 | 28 < > = - > = -
EET | 520 | EB¥ | 2| S| 2|2 8| ¢
Tz¥ | 282 | &8 |V = A Y = ~
Latgale 17.8 58.2 24.0 16.6 | 599 |235 |13.8 |64.0 |22.1
Vidzeme 20.7 56.6 22.7 19.1 | 58.5 223 | 156 | 628 21.6
Kurzeme 19.8 58.0 22.2 185 |59.8 |21.8 |16.0 | 632 |208
Zemgale 20.1 58.2 21.7 18.5 | 60.3 21.1 15.6 | 642 | 20.2
Source: CSB data, 2007
Table 9
Consequences of agrarian reform in Saxony and Latvia
Indicators Saxony (1998) Latvia (2001)
Agricultural land, thousand of ha 1038 2485
Crop capacity, t /ha 6.1 2.1
Grain pick, thousand of tons 2406 928
Milk yield, kg/cow 6176 4055
Milk production, thousand of tons 1534 846

Source: J.Belavnieks, 2003

5. Discussion

The founder of the contemporary economics
theory Adam Smith (2006) in his research has revealed
the special importance of the division of labour in the
production effectiveness. In the agrarian sphere of
nowadays that means the necessity of specialisation
and concentration. The realisation of this causes
no problems in the large agricultural enterprises,
but solutions need to be found for the small farms’
structure established in Latgale as a result of the
agrarian reform.

Jalijs Belavnieks (2003), a doctor of agrarian
economics, while analysing the consequences of
agrarian reform in Europe has compared the main
resulting indicators of German lands of Saxony (the
former GDR) and Latvia, as in Saxony the mentioned
reform had been directed towards restructuring of
the former large enterprises, instead of destroying
them. Differences of the consequences are shown in
Table 9.

As shown in Table 9 Saxony, though smaller
than Latvia according to the agricultural land area,
is characterised by three times larger grain yield,
2.5 times larger grain pick, and 2 times greater
milk production than Latvia. In another study
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J.Belavnieks as the Board Chairman of Latvian
Association of Agricultural Statute Companies
(2007) states: “During the last 17-18 years, due to
revolutionary transformations...not only industry
has been “eliminated” in Latvia, but also agricultural
production has been significantly reduced. In a
comparatively short period of time Latvia as a
country exporting agricultural products has been
turned into an importing country.”

Large role in the formation of positive
consequences of the agrarian reform lies in targeted
cooperation, applying this form to broader and more
diversified collaboration among farms strikingly
proved by the activities of the Cooperative Company
“Latraps” (Ruza, Galeja, 2008).

The special importance of agrarian reform
implementation manner as well as its influence
is admitted by A.Véveris (2008) in his study of
economic dimensions of farms and production
costs EU FADN, concluding that significant
and large differences of agrarian production
results of countries partly may be explained by
the structure of farms: “For example, the Czech
Republic and Slovakia had predominantly large f
arms’.
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Conclusions

1.

As a result of the last agrarian reform in Latgale
region, Latvia, the created intellectual and legal
basis allowed the manifestation of personalities,
entrepreneurship and talents. This opportunity
was used by several self-starters creating and
developing commercial enterprises of modern
agriculture.

The restitution of land ownership and the
agrarian reform had no positive impact upon the
economic use of land.

As a result of the agrarian reform by massively
destroying socialistic large scale farms
particularly high unemployment level developed
in Latgale.

During the post-reform years the long-term
emigration largely increased, forming its negative
balance.

The age structure of Latgale population has
deteriorated — radically decreases the proportion
of children and the proportion of pensioners
grow.

The decrease of agricultural production in Latgale
appears to be more dramatic than in other regions
of Latvia.
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Abstract

The European model of agriculture comprises heterogeneous realities and economic actors characterised by
different local conducts. Schematising this model, we can distinguish two agriculture typologies: modernised
agriculture and traditional agriculture. The first agriculture typology has reached high levels of productivity
but it is also a big producer of negative externalities. On the contrary, traditional agriculture is based
on virtuous and sustainable productive activities but lacks in terms of productivity. In this article, we will
develop a theoretical framework which encompasses the different patterns of endogenous development in both
agriculture typologies. For this reason, initially we will refer to the theory of rural endogenous development.
This theory searches phenomena of “self-centred” and “conservative” development, which can occur in less
favoured agricultural areas excluded by the modernised processes (such as mountainous areas). In regards to
the European dualistic model, the paradigm of rural endogenous development will be extended to typologies
of modernised agriculture. Finally, we will analyse the neoclassic doctrine of the economic growth and its
evolutionary course, stressing the pros and cons of such doctrine by explaining rural endogenous development
phenomena.

Key words: endogenous development, rural development, European model of agriculture, traditional

agriculture, modernised agriculture.

Introduction

The European model of agriculture, defined for the
first time on Agenda 2000, refers to a multifunctional
and virtuous model of agriculture that is progressively
substituting the productivist model of agriculture that,
in the recent past, has been supported by agricultural
community policies. The multifunctionality of the
new European model is shown in its main functions

(Arzeni et al. 2001 ):

a) Food functions: the function of producing quality
food in accordance with food safety both from
a quality and quantity perspective. Therefore,
European agriculture should be sustainable
and virtuous but also competitive in the global
market without applying for funding or dumping
policies.

b) Environmental functions: the function of
producing positive externalities such as
protection of landscape and biodiversity,
reduction of pollution and reduction of
all negative externalities produced by
agriculture.

¢) Rural functions: in this case, it refers to an
agriculture that can support the sustainable
development of rural communities, in compliance
with history and local culture.

After having introduced the multifunctionality
of this model, we should clarify that the European
model of agriculture comprises heterogeneous
realities and economic actors characterised by
different local conducts. Schematising this model,
we can distinguish two agricultural typologies:
modernised agriculture and traditional agriculture.
Modernised agriculture has integrally accepted
technologies, inputs and more in general industrial
values. It reflects faithfully the productivist model
and at the same time it is a big producer of negative
externalities (erosion of biodiversity, loss of
agricultural landscapes, loss of traditional peasant
culture, efc.). By contrast, traditional agriculture
typology encompasses those fragile and less favoured
areas where the paradigm of modernisation could not
be applied effectively, efficiently and profitably. For
such reasons, traditional agriculture is firstly based
on local elements, such as farmers’ knowledge,
biodiversity and traditional agricultural techniques.
Therefore, traditional agriculture is virtuous: in fact,
it unconsciously protects biological and cultural local
elements, at the base of those agricultural activities,
which are socially and environmentally sustainable.

Dualism in the model of European agriculture
is, as we will discuss in the first paragraphs of this
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article, a bequest of modernisation processes in
agriculture. Such dualism has already been identified
and analysed by Rossi-Doria in 1958, who described
<<la polpa e I’osso>> (the “beef” and “bone”) in the
agriculture of Southern Italy (Rossi-Doria M., 1958).
According to Rossi-Doria, “beef” is represented
by modern agricultures insisting on fertile and
productive lands, while “bone” is made up of
mountainous areas, latifundium areas and, in general,
areas characterised by unfavourable social and/or
pedo-climatic conditions. Rossi-Doria’s lesson about
the dualistic agriculture of “beef” and “bone” can be
summarised in the following way: different realities
must correspond to different public policies (Rossi-
Doria M., 1958). This principle has not been applied
yet at the European governance (De Benedictis M.,
2002).

Other interesting observations on dualistic
agriculture between modernity and tradition are made
by T.W. Schultz. However, he refers to developing
countries rather than to the European context.
According to Schultz, even though traditional
agriculture has a low production level, it cannot
produce more; consequently it cannot contribute
valuably to the economic development. On the
contrary, since modernised agriculture produces in
plenty, it can contribute to the economic development
more than it has thus far (Schultz, 1964). Schultz
indicates the solution of such a paradox: it is
necessary to modernise traditional agriculture in
developing countries through exogenous inputs
(such as technology) mainly through investments on
education and farmers’ training. Hence, according to
Schultz, paraphrasing Schumpeter, it is necessary to
“destroy” traditional agriculture in poor countries to
“create” economic growth.

Through this article, we aim to create the
theoretical basis necessary to undertake the study of
the dualistic model (modernity/tradition) of European
agriculture. For this purpose, we will analyse some
theoretical frameworks taken from sociological and
economic literature. Firstly, we will refer to the
sociological theory of endogenous rural development,
related to fragile agricultures, that we will extend to
modernised agriculture. Lastly, we will outline a
theoretical framework taken from economic literature
emphasising the pros and cons of these approaches.

1. Economic development and

modernisation of agriculture

As is commonly known, economic development
has determined a sequence of different societies:
first the rural one, later the industrial one, and today
the post-modern one. Those different societies were
modified according to the dominant economic sector
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(De Masi D., 2003). The social transformations,
produced by the passage from one dominant sector
to another, do not concern only production and
exchange relations but the whole society personal
relationships, languages, shared values, aesthetics,
etc. The centre of an economic sector is therefore
evident in its ability to transform and to make itself
similar to its surroundings, including the agriculture
sector. Hence, a traditional agriculture has existed in
the rural society period, a modernised one has existed
in the industrial society period, and we expect to have
a new and different agriculture in the post-modern
period. In spite of the radical changes, imposed from
outside and consequently called exogenous ones,
agriculture has got its own peculiarities that it keeps
almost by force of habit. An example can be seen in
the existence of a familiar productive structure, not
always dominant but persistent, with a scale and an
intensity that appear minute compared to other sectors.
Unlike industrial activities, agricultural activity does
not contribute to environmental deterioration and, in
some cases; it even prevents the environment from
being deteriorated. Also economists indicate not
deteriorating the environment as a positive externality.
Some valid examples of positive externalities can
be: production of salubrious and high quality food,
production of landscape, protection of environment
and preservation of genetic local resources both
vegetable and animal ones.

2. Agriculture from rural society to

modernity

Rural society mostly reflected agricultural
sector in its practices, values, recognised models
and relations, patriarchal family, good neighbourly
practices, home place coinciding with workplace,
conviviality, and production of private consumption.
They all encompassed and reproduced agricultural
sector values that were consequently extended to
daily practices. In rural society, agriculture was not
only the dominant economic activity, but represented
the fundamental element of the entire economic
system.

The beginning of industrial processes, financed
by the primitive accumulation of capital, has
progressively imposed new values created by
the French Enlightenment and the Anglo-Saxon
Pragmatism (such as rationalism, mechanism and
secularism etc.) (De Masi D., 2003). Industrialisation
practices that have been entirely moulded by such
new values, have initially ruled within industries;
for instance with the standardisation of products and
processes, the specific qualification of the operators,
the economy of scale, the myth of efficiency and the
maximisation of productivity, etc. (De Masi D., 2003).
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When industrial practices have over-flown from
manufactures, extending towards the core of social
organisations and of civil living (hospitals, prisons,
schools, universities, army and maybe churches),
imposing values, relations and “modern” rhythms,
society has been eventually industrialised.

Therefore, modernisation is a combination
of all those socio-economic and cultural changes
originated from industrialised processes. These
processes obviously have not left out the agricultural
sector. Indeed, “farm” is progressively transformed
into “industry”: the integration of industrial inputs
(industrial chemistry, seed production, mechanics,
etc.) has increased together with the overall weight
of the agro-industrial system. Besides, the final
output is not so different from any other industrial
product, within the seasonal and perishable limits
of agricultural products. As it is commonly known,
the so-called commodities are defined by a high
production, by relatively low production costs, and by
almost total separation from territorial characteristics
(altimetry, climate, local genetic variability) etc.
In the final analysis, the modernised model of
agriculture is based on three characteristics peculiar
to the industrial sector: concentration, intensification
and specialisation (Arnalte E. et al., 2006):

Evaluating positive aspects of the industrialisation
ofagricultureis quite controversial. However, it cannot
be denied that the industrialisation of agriculture has
sorted the millenary problem of food sustenance, at
least in Europe, Japan and the United States, even
creating considerable agricultural surplus. But in the
last decade, the limits of this agriculture have clearly
exploded. Indeed, modernised agriculture is the
cause of negative externalities and at the same time
it cannot guarantee food security as it is testified by
a decade of food scandals (e.g., bovine spongiform
encephalopathy). Last but not least, another element
of crisis in modernised agriculture is the so-called
agricultural squeeze (squeeze of agricultural profits)
essentially linked to the structural increase of variable
costs and in particular of the energetic ones (Arnalte
E. et al., 2000).

Besides, modernisation is not spread equally
on all agricultural areas. In fact, some agricultural
areas were excluded from modernisation because
they were intrinsically incompatible with exogenous
technologies. Modernised processes in such areas, like
mountainous ones, have not found an environment
suitable to their introduction. In these difficult
areas, we can often assist to the development of an
obstinate and involuntary tendency to keep together
biological (both natural and man-made ones) and
cultural elements, based on local productive activity.
The agriculture developed in this context is proved
to be multifunctional, and also a producer of goods

and services for public use (mostly landscape and
biodiversity).

Therefore, modernisation has created, both directly
and indirectly, a dualistic agriculture modernity/
tradition type. Summarising: modernised agriculture
presents very high peaks of physical productivity,
but lacks of socio-environmental inputs due to the
negative externalities produced. On the contrary,
traditional agriculture is an unconscious producer of
positive externalities. However, its decline has been
caused by economic inefficiency which represents
its weak point. At the light of the multifunctional
model of European agriculture, we need different
patterns of development for the two agricultural
typologies: traditional agriculture has to regain
economic sustainability without loosing its socio-
environmental virtuosity, and modernised agriculture
has to regain its lost virtuosity still within a context
of economic efficiency. The two rural development
patterns, outlined until now, will be deepened in the
next paragraphs.

3. Theory of

development

The theoretical reference, utilised as a starting
point to provide the framework of the dualistic
model of European agriculture, is the paradigm of
the rural endogenous development. This paradigm
has been elaborated and discussed in the last decades
of 1900, within sociological and agro-economic
literature (Ploeg J.D. van der 1992; Slee B., 1992,
lacoponi L., 1993). It attempts to interpret the birth
of self-supported development processes in particular
rural areas excluded by modernised processes. This
paradigm has developed further and its most recent
reinterpretation has been renamed “New paradigm of
rural development”, but its basic assumptions, that
will be described now, are the same.

The development model taken from this paradigm
is “self-centred”, because mainly based on (but not
exclusively) endogenous resources, traditional
techniques and local knowledge, such as agricultural
biodiversity, locally spread techniques and local
informative atmosphere. At the same time, the
development model is “conservative”; for instance,
local elements, being at the base of the productive
process, are preserved, protected and exploited to
that end (Iacoponi L., 1993; Sortino A., 2007). The
paradigm is based on the three following starting
assumptions: 1) the local choice of the development
options; 2) the check or local monitoring of the
development process; 3) local appropriation of
development assets (Slee B., 1992).

Exogenous elements, as the so-called modern
inputs, essential to the attainment of an efficient

rural endogenous
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economics, are not uncritically refused but inserted,
once they have been deconstructed and reconstructed,
in accordance with the “local style of farming” (Ploeg
J.D. van der, 1992). It means that a technology can
be redesigned and modified instead of being applied
integrally: its main components can be rearranged in
order to distinguish it from the original exogenous
model to adjust it to the local needs (Ploeg J.D.
van der 2006). Then, the last aspect is one of the
paradigm’s crucial points, able to distinguish the
endogenous development from a simple endogenous
preservation and from an exogenous development.
The endogenous conservation, namely the attempt
to preserve the countryside, managing it as it was
a museum, indeed does not entail any insertion of
external components into the local history or tradition,
which in some contexts often transforms into folklore.
The exogenous development, that has affected the
most profitable agriculture, vice versa imposes a
strong and fast change of the natural environment
through a copious integration of chemistry and
technology, to increase the productivity of land, work
and capital factors.

4. Original

development

According to Slee and Lowe, previous rural
development policies have been influenced by
different Liberal, Marxist or Keynesian theoretical
approaches (Slee B., 1992; Lowe P., 20006). These
approaches utilise different analytical instruments,
but share the common goals: industrialisation,
specialisation and integration to promote rural and
dependent exogenous development for rural areas
(Lowe P., 2006).

Theendogenousapproachtotherural development,
and alternative to Keynesian and Neo-liberalist
policies, has arisen in Europe, according to Lowe,
in the 1980s of the previous century from a series of
practical experiences of alternative development.

With the concept of “endogenous approach to
rural development”, Lowe indicates a sustainable
development “led from inside” and based on local
elements (natural, human and cultural). Lowe
identifies four original sources (that are summarised
just below) of endogenous development, which have
represented an opposition “in daily practices” to
Keynesian and Neo-liberalist paradigms (Lowe P.,
2000).

First source: the progress of some rural and
semi-urban areas in the 1970s and 1980s with
internal dynamics unknown until then. Some
researches have tried to identify the key-success of
these regions (flexible work markets, dynamic nets of
small companies, communitary market, informative

sources of endogenous
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and technological atmosphere, local institutions
regulations, rules and customs) and if the experience
could be repeated in other regions (Ploeg J.D. van der
et al 1995; Tacoponi L., 1993). The most sensational
example in Europe has concerned Italy after the 1960
in the previous century. Several areas located in the
north-east and in the centre of Italy (the so-called
NEC regions), characterised by a rural economy and
by a society based on sharecropping, far from big
industrialised centres, have experimented a rapid
economic dynamism rooted in the rural and based
on the nets of industrial and agro-industrial districts
(Sotte F., 2006). In this case, the development model,
which has been less-sustainable in environmental
terms, is alike the endogenous development model,
because it is based on local elements such as human
capital, locally shared values, technological and
informative atmosphere.

Second source: movements and regional agencies
that, trying to overcome the failures of Keynesian and
Neo-liberalist policies, have attempted to promote
in local communities forms of development less
dependent from exogenous resources. In particular,
local action comprised rural diversification and
supportto local productive activities. Such movements
and agencies can be found in the marginal areas
of different European countries: Ireland, France,
Scottish Highlands, Iceland and rural Wales, Austrian
and Italian mountain communities and groups for the
development of the villages in the North Sweden
(Lowe P., 20006).

Third source: the debate on rural sustainability,
including Cork declaration, that has attempted to match
the economic development of rural communities with
the environment protection and with the quality of
life in rural areas, without which it is difficult to keep
sustainable economic activities and employment; to
avoid the depopulation of rural areas and to protect
the environment (Lowe P., 2006).

Fourth source: a boost to “self-reliance” and
to local self-organisation’s abilities promoted by
environmentalists’ movements and development,
radical activists that work at close contact with
groups of particularly marginalised areas. These ones
have transferred Schumacher’s thought of “small is
beautiful” to the community economics field, trying
to reassert the local control on economic activities,
to protect the community from the homologous
effect of globalisation (Lowe P., 2006). Lowe lists
some examples of such kind of development based
on the concept of “small is beautiful”, present in the
outskirts of the South Spain, West Ireland, North
Sweden (Lowe P., 2006).

In order to partially integrate Lowe’s ideas, we
refer to two exogenous sources that have advocated
endogenous development in European rural areas.
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We will now discuss the combined action of the two
phenomena: a) changes of the European society and
the food style of its citizens that have stimulated the
endogenous development in rural areas; in particular
we refer to the consumers’ demand that has moved
from standardised products to a diversified range
of customised and niche products (Sotte F., 2006;
Pieroni P. et al. 2007 ); b) the contribution of new
technologies, also IT, that have allowed small-middle
companies to reach competitive levels (through
external network economies), once reached only by
large-sized companies (Sotte F., 2006).

5. A new pattern of endogenous

development for modernised agriculture

The paradigm of endogenous rural development,
as we have seen, rises in the context of rural areas
excluded by modernised processes. At the light of the
European model of agriculture that we have defined
dualistic, this paradigm has been refined and extended
to modernised agriculture. It is reckoned that the
latter agriculture typology, in the attempt of restoring
the lost virtuosity, accepts the even partial return of
virtuous elements from tradition (for example good
agriculture practices, use of autochthonous seeds,
crop rotations etc.), trying obviously not to come out
from sustainable economic field.

Therefore, two patterns of endogenous rural
development are set up. They will be summarised
more clearly here below. The first pattern, already
analysed mainly in sociological literature, concerns
the development of fragile agricultures (Ploeg J.D
van der, 1992). It is focused on local resources
and it is supported, in order to achieve economic
sustainability, by the introduction of exogenous
elements duly accustomed in accordance with
environment and “local feeling”. The second pattern
of endogenous development, emerging from the
hypothesis here formulated, concerns the qualitative
evolution of modernised agriculture or, according to
other authors, agriculture “qualitative modernisation”
(De Benedictis M. 2002). With the perspective of
converting environmental sustainability of productive
activities, this agriculture typology prepares for the
acceptance of past virtuous elements’ return, duly
readjusted to the new productive structure. In a
preceding paper by the authors (Sortino A., Chang
M., 2007) some indicators of the return of techniques
have been underlined. For example: a reduction of
synthesis products which are used in agriculture,
expansion of organic agriculture; increasing the
demand of traditional/typical products.

Theendogenousdevelopmentpatternthatconcerns
modernised areas is related to a sort of quantitative
decrease in production. It does not always match

with worse economic performances, since products
from tradition mostly fetch higher prices in advanced
economies. Therefore, in such development context
of quantitative decrease, the term “post-productivity”
is a perfect synonym for “post-industrial”.

6. Endogenous rural development and

neoclassical doctrine

The theoretical inspiration of this paragraph
originates from the analysis of some researches made
by agriculture economists who, a few years ago, have
studied the possible theoretical connections between
the endogenous rural development paradigm and
neoclassic economy (Iacoponi L. 1993; Romano
D., 1996). In this paragraph, we will identify the
evolutionary process of the neoclassical growth
theory, from the exogenous Solow’s theory to the
most recent models of endogenous growth.

The neoclassical economic theory comprises at its
core the “endogenous growth theory”, called also the
“new growth theory”, born to fill some gaps from the
tout court neoclassic growth theory elaborated mainly
by Solow in the second half of 1900. The main gap in
Solow’s theory was evident in its representation of a
country’s growth governed by exogenous elements:
population growth rate and technical progress rate
(Solow R., 2000). According to this theory, every
single country has reduced possibilities to be able to
influence its own economic growth. In addition, the
long term convergence of countries is conjectured at
the world level. A part from the initial conditions,
world countries’ economies should reach a similar
stable state characterised, in particular, by the same
gross domestic product (GDP) per capita (Solow R.,
2000). The “new growth theory”, without questioning
any basic assumption of the neoclassical theory,
considers that the economic growth of a country
could also depend on endogenous level like public
and private investments on knowledge, education
and training. In this way, the missing convergence
is justified by the fact that, rich countries can invest
big resources on human capital, consequently making
their labour force more productive, whereas poor
countries are obliged to renounce it. They do not have
even the resources to guarantee primary education,
that is of minor importance compared to the demand
of satisfying other needs, even more essential
(starvation and sub-nutrition in the countries of the
Third World). Education, as we all know, in many
countries, is considered to be a luxury.

The “new growth theory” aims to provide a
descriptive scheme of reality (Pasinetti, L. 2000), and
consequently of post-modern society and immaterial
production, where knowledge, training, language, but
also affection make more and more economic wealth
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(De MasiD., 2003). Even the paradigm of endogenous
rural development is particularly at its ease in the
post-modern context. Such assertion is confirmed by
the demand growth of those users enjoying landscape-
environmental services, produced by endogenous
agriculture as well as by the added value created
by services included in food and agriculture assets
(for example, traditions, healthiness, environment
protection) of the same agriculture. This appears as
a good starting point to search for possible contact
points between the two theories.

Our opinion is that both theories assign a
fundamental role to “human capital”, namely,
a growth and development force, as it is even
corroborated by agricultural economics literature.
Moreover, as Pasinetti says, the introduction of the
concept “physical quantity” of human capital has
occurred within the “new growth theory”, <<without
any apparent need to consider the logical foundations
or the conditions on which it could quantitatively
be represented>> (Pasinetti L., 2000). All the more
reason for validating this criticism in a context of
endogenous rural development where traditional
agricultural skills and “informal” knowledge,
namely, the one handed down from father to son
(e.g., traditional cheese-making techniques),
cannot be compared to “study hours” or “school
years”.

The differences between the “new growth theory”
and the paradigm of endogenous rural development
are instead several; many of these have been already
identified and discussed in previous researches made
by agricultural economists. We highlight the four
main differences existing, and we list them below.

A. The first difference is pretty obvious: the
different meaning assigned to the terms “growth”
and “development”, in the literature of the previous
decades; indeed, the first term mainly conveys the
idea of quantity, while the second one refers to the
idea of quality (life quality, food security, biodiversity
etc.) (Romano D., 1996).

B. In the new growth theory, there is no hypothesis
of any development sustainability, something which
is instead implicit in the theory of endogenous rural
development (Romano D., 1996).

C. Endogenous growth models have been
formulated from simple assertions and deep
simplifications (Solow R., 2000). By contrast, the
starting assertions of endogenous rural development
cannot be easily summarised in simple mechanics to
be inserted in models of economic growth.

D. The new growth theory is macroeconomic.
However, in those rare cases when the endogenous
rural development paradigm was applied, the analysis
of the agricultural system and the rural system could
not be expanded further (Romano, D. 1996).
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E. The new growth theory does not entail, and
does not aim to do it, the processes of adjustment of
external elements into a non-modernised context or
the processes of re-adjustment of traditional elements
into industrialised agriculture that characterise,
as we have seen, the two patterns of endogenous
development identified in this article.

Conclusions

Our contribution is essentially theoretical, and
it has concerned the European model of agriculture
and the hypothesis of its endogenous development.
We have schematised this model into two agriculture
typologies: modernised agriculture and traditional
agriculture. This distinction is not new in literature:
Rossi-Doria and T.W. Schultz have already described
agriculture activity in a similar way.

In Europe, since the post-war modernised
agriculture has been the reflection of the dominant
productivist paradigm. Today this paradigm is on
crisis because of the externalities produced, such
as the agricultural squeeze, the new sensitivity
felt by European consumers (the so- called new
European food model), and also in part because of
the new community agricultural policies. On contrary
traditional agriculture for its ability to create virtuous
assets and services (rural landscape, genuine food etc.)
looks more receptive to post-modernity challenges
(De Stefano F., 2003).

The theories that have been critically analysed
in this article take form from sociological sciences
and, in particular, we have referred to the theory
of endogenous rural development, extending it to
modernised and less virtuous agricultures. Moreover,
we have created an economic background, starting
from the ideas of some Italian economists, searching
for possible contact points between the endogenous
rural development theory and the new theory of
neoclassical growth, known in literature also with the
name of theory of endogenous growth. The conclusion
is that the tools offered by the neoclassic theory, which
for its own nature promotes an exogenous and global
development (Iacoponi L. 1993), are not the most
suitable for the study of endogenous development
phenomena that can entail traditional agricultural
and, through the return of traditional techniques,
modernised agriculture.
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Abstract

The research focuses on the characteristics of human resources in business based on two aspects — human
and his/her capabilities. Literature studies on human resources have led to the analysis and specification of
the essence, development and place of the notion in business as well as the characteristics of the change in
resource relations due to the economic development, thus justifying the ongoing increase of the importance of
human resources. In business different facilities like working capacity, legal capabilities and entrepreneurial
skills analysed in economic, legal and management aspect, and under the business interaction are viewed as
condition for the formation of human resources in business environment. The research on the availability
and use of human resources in the national economy of Latvia shows that demographic situation in Latvia is
worsening, while business experiences a decrease in the number of employers and an increase in the share of
employees. The highest number of employed persons is observed in agriculture and forestry, manufacturing

industry, trade, and repair of equipment.

Key words: human resources, business, employees, employers, skills.

Introduction

The society of the 21% century stands in the
period of changes — the industrial age has passed
and the age of knowledge society has started.
The process of changes during the Industrial
age was slower; however nowadays the increase
of technological innovations is more rapid, the
impact of globalisation intensifies, and the business
environment rapidly changes. It is essential to
recognise the main factors affecting economy,
so the national economy could develop under the
existing economic crisis and conditions of dynamic
competitiveness. Latvian National Development
Plan for 2007 - 2013 (adopted in 2006) identifies
human resources as the main resource. Human as
creator and carrier of knowledge becomes the key
driving force and beneficiary of development. It
means that human resources are the biggest value
in the country, since the economic cycle is based on
business that in its turn is based on knowledge, while
a human is a source of knowledge. Any business
idea, any resource may be transformed only with the
help of human’s work and knowledge.

The issue on the use of human resources becomes
particularly topical to achieve the reduction of
depressive situation in the national economy. Rapid
development and introduction of contemporary
technologies in work places require continuous
modification and improvement of knowledge, skills
and abilities determined by inconstant requirements
for the use of human resources.
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However it is significant to be aware that the
comprehension on the essence and importance of
human resources has changed during the course of
development of economics and society.

Lately several researchers have studied the issues
related to employment and unemployment of human
resources. Hence I. Dovladbekova (2007) and E.
Eteris (2007) have based their research on the analysis
of the labour market — the unemployment rate and
the proportion of the population under the working
age in the EU and Latvia. The researches done by
J. Saulitis (2007) and D. Baranova (2007) describe
the development tendencies of employment in Latvia,
and the aims and priorities of the employment policy.
A. Vilcina (2000) has performed the study of socio-
demographic situation in Latvia.

I. Kalve (2007) has analysed human resources
under the context of business based on the outlook
of employers and employees relations. 1. Curkina
(2003), U. Ozolina (2007) and M. Pelse (2004,
2007) have characterised the role of human capital
in the economic growth, particularly emphasising the
impact of education on the development of human
resources. Also a professor V. Bikse (2004, 2007) has
studied the impact of education on the development
of human resources, particularly emphasising the
great importance of entrepreneurial skills. Frequently
human resources are analysed only in one aspect
as manpower; however such characteristic is
incomplete, since manpower denotes only a human
physical strength utilised in the production process.
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The research exploits the notion “human resources”
in a broader sense. It encompasses both a human him/
herself (human physical capacity) and human skills
where intellectual potential and skills being topical
exactly under the business aspect are extremely
essential in the implementation process of human
resources.

The research hypothesis was set based on the
previous recognitions — the significance of human
resources in business has dynamically developed,
while the use of human resources in production
sectors of Latvia is various and inconsistent.

The research aim is to study and assess the
essence, significance and use of human resources in
Latvia. The following tasks are advanced to achieve
the set aim:

1) to study historical development of the essence of
human resources;

2) to determine the place and role of human
resources in business;

3) to analyse the use of human resources in the
production in Latvia.

The following initial sources of information
and materials were used to deal with the advanced
research tasks on the analysis of the use of human
resources: data of the Central Statistical Bureau,
laws of the Republic of Latvia, special literature
and other materials. The monographic descriptive
method, the method of analysis and synthesis, and
statistical research methods were used for the purpose
of the study.

Results and Discussions

1. Essence and development of human
resources

The roots of the human resources notion trace
back already to the ancient society (between BC 10
and BC 5). At that time people were not aware of
the notion “human resources”, so they spoke about
one of the aspects of human resources — labour force.
The ancient world characterises for the institution of
slavery when the labour of slaves served as the basis
of economic life; therefore several ancient thinkers
(M. Cato the Elder, Aristotle, I. Columella) have
analysed a specific type of labour force — labour of
slaves. Factors affecting labour productivity were
viewed — working conditions, “love for work”, and
human skills and abilities determining labour division
in the society.

During the period of Classical economic thought
(middle of the 17% century — middle of the 19®
century) production resources were analysed, labour
and labour force being one of the most essential
factors. W. Petty (1623 - 1687), an English economist,

wrote that labour was the father of wealth and its
active factor; while land — the mother of wealth. Later
significant recognitions were defined by A. Smith
(1723 — 1790). He continued to develop the idea on
creation of the wealth of nation; although he believed
that the wealth of nation might be increased in two
ways: firstly, by the help of knowledge and skills
(it related to labour force) and, secondly, with the
relation between usefully and less usefully employed
labour force. A. Smith was one of those who
considered the body of labour force knowledge and
skills as the source of labour productivity (Curkina I.,
2003).J. Say (1767 — 1832), a French economist, and
J.Ch. Leonard de Sismondi (1773 — 1842) continued
A. Smith’s ideas (Krilovs L., 2003). It means that
already at that time human resources were analysed
from two aspects — labour force, and human skills,
abilities and knowledge.

The period of Agrarian Economics was followed
by the age of Industrial Economics. It was
characterised by wide application of machinery
and mechanisms in mass production as well as
organisation of manufactory work based on workers’
specialisation in performance of particular functions.
Human resources became more notable; as human
knowledge and labour force were necessary to
start machinery operate. Industry became a leading
production sector at that time.

Nowadays outline an expressed tendency to
direct towards knowledge economics. Nevertheless
investing in new technologies is extremely important
also in the age of knowledge society, though
exactly educated human resources are perceived
as the main precondition of all achievements.
Consequently a human, and not technologies, is in
the centre of the knowledge economics. Knowledge
and wisdom of human resources, and their skilful
application is the main resource for the national
growth, since knowledge determines the quality of
labour force, ensures more efficient use of capital
and development of technologies, thus promoting
economic development. Therefore the main resources
are targeted towards stimulation of an individual’s
intellectual curiosity, creative thinking and cognitive
skills (Berdnikovs A., 2007). P. Drucker notices
that a worker of physical labour is a recent past. A
knowledge employee who makes work things s/he
has acquired in a systematic education, i.e., notions,
ideas and theories, is the basic economic resource, and
not a person who makes work physical capabilities or
muscles. Also Latvian National Development Plan for
2008 - 2013 identifies human resources as the main
resource to achieve the living standard of developed
countries. The long-term strategy of Latvia envisages
transition to the development of sectors with high
value added. Thus the development of knowledge

Economic Science for Rural Development Nr. 19., 2009 119

ISSN 1691-3078



L. Licite et al.

Essence and Employment of Human Resources in Business of Latvia

4 N

Material resources

Humim resources

Agrarian economics

- Based on human work

- Physical labour governs progress

/

- Agriculture

klndustry

Material resources

Human resourdes

Industrial economics

- Based on technological

- Physical labour governs

R 4 N

aterial resources

Human resources }

Knowledge economics

- Based on knowledge
- Intellectual work governs

- Knowledge intensive
gctors

/

Source: made by the authors

Figure 1. Change of resource relations as the result of economic development

intensive sciences will be one of the main directions
of knowledge economics.

Studies on human resources became more topical
with the emergence of growth theory which underlined
human resources as one of the most relevant economic
growth factors. Both foreign researchers as R. Barro
(1996), P. Romer (1989) and A. Dreher (2002), and
Latvian scientists — G. Libermanis (2006), V.
Bikse (2004, 2007), U. Gods (2008), I. Dovladbekova
with the co-author E. Sumilo (2006) etc. in
their studies consider human resources as the main
economic driving force.

The summarisation on the studies of human
resources leads to the conclusion that scientists
interpret human resources differently. Part of the
researchers emphasise their quantitative aspect
(employment, underemployment, labour productivity
etc. indicators), while the others stress qualitative
aspects of human resources — skills, acquirements and
knowledge of those able to work. However the fact
that the meaning of human resources in contemporary
production increases is unambiguous (Figure 1).

2. Human resources under the aspect of
business

G. Libermanis (2006) and V. Bikse (2007)
break all the resources into two groups: human
resources and material resources. Labour, land and
capital fall under the category of material resources.
While J. Barney (1996), one of the most famous
researches, professor of California University and a
theoretician of management science has developed
a theory on the resources in a company. He
classifies all the resources being at the disposal of
a company into 4 groups: financial resources (cash,
retained earnings, resources related to sharcholders,

120

debtors, banks etc.), material resources (land,
real estate, equipment, and raw materials), non-
material resources (strategic planning, control and
coordination system, inner culture, reputation, and
relations among departments), and human resources.
Human resources comprise not only the company
employees (management and workers), but also
their experience, skills, knowledge and relations.

Pretty often the notion “human resources” is used
as synonym indicating all the population of Latvia.
Under the mentioned perspective human resources
include the population under working age, population
of working age, and population over working age.

Other authors (Ruskule S., Ivans U., 2005)
understand human resources as all the employees
of a company who applying their knowledge and
experience together with financial, material and
information resources target and develop the operation
of a company.

In 2006 the experts in the discussion ‘“Human
Resources” of a commission of strategic analysis
displayed two the most essential aspects characterising
human resources.

Firstly, human resources consist of a human
itself. Human shall exist physically, so one could
speak on the beginning of human resources. Although
such characteristics is incomplete, as humans and
human resources is not one and the same. Human
is a physical being, while resources possess three
relevant features: validity, value and availability for
production of goods and services. Yet not a human
itself is used for the production of goods, but his/her
skills and abilities.

So, secondly, skills characterise human resources.
Human resources possess the ability to do something
— certain skills and abilities that are used to achieve
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the target. R. Garleja (2006) writes that human
resources are the body of human and his/her skills,
abilities, capabilities, and health.

The research focuses on the analysis of three
groups of skills - working capacity, legal capabilities
and entrepreneurial skills. Defined skills are viewed
from the aspect of three sciences, economics, law and
management, and their interaction in business.

Working capacity shall be considered when
analysing human resources from business aspect,
as business is a long-term or systematic economic
activity undertaken by a legal or physical entity,
related to capital investment and directed towards
the production and sales of goods, execution of
different works, rendering of services, trade etc. The
population of working age (between the age of 15
and 62) who sell their knowledge, skills and abilities
in the labour market are necessary to produce, to
deal with trade and performance of different works.
It means that the notion of human resources is
narrowed, and only the population of working age
is considered as human resources. R. Garleja (2006)
writes that human resources are humans’ ability to
be economically productive; it is intellectual capital
consisting of knowledge and skills how to apply the
knowledge in operation. I. Lapa (2006) believes that
human resources comprise not only the employees
of a company, but also their experience, skills,
knowledge and relations. In compliance with these
definitions human resources are economically active
population of working age (employed and unemployed
excluding housewives, pupils and students, retired
persons, disabled persons) who possess certain skills
and capacities (working capacity).

It means that a human as type of resources
possesses knowledge, skills and abilities which may be
encompassed in one word — working capacity. From
this aspect all persons possessing working capacity —
ability to manage and achieve the set targets in order
to increase their competitiveness may be considered
as human resources. Under such conception human
resources include both pupils under working age and
population over working age.

Article 37 of the Labour Law (June 20, 2001)
determines that it is prohibited to employ a person
who is under 15 years of age, and who until
reaching the age of 18 continues to acquire a basic
education. Under the legislation of the Republic of
Latvia a person who has reached the age of 15 may
be considered as person of working age and thus
being able to enter into legal labour relations. The
law “On State Pensions” (02.11.1995) states that as
of July 1, 2008 the retirement age is 62 years, and
it is equal both for men and women. It means that
in compliance with the legislation of the Republic of
Latvia the population of age between 15 and 62 years

are considered as human resources of working age.
Although people also below the age and activity limit
set by the law possess working capacity. These are
potential skills to be used in business and promoting
the economic growth of the state.

Legal capacities are also abilities essential for
further working activities of the population. Legal
capacities encompass abilities to undertake something
— responsibility, management, coordination etc.
Frequently these capacities are determined by legal
enactments. A person having reached the age of 15
years is able to perform work; however s/he is not
allowed to undertake legally important activities
independently. It leads to another capacity necessary
both for employers and employees, namely,
legal capacity or capacity to act. The Civil Law
distinguishes physical and legal capacity to act. Part
4 of the Civil Law (January 28, 1937) states that the
capacity to make independent lawful transactions and
undertake responsibility for the consequences of the
made transactions is attributed to a natural person’s
legal capacity to act. D. Bergmanis in the official
newspaper ‘“Latvijas Ve&stnesis” (1999) writes that
legal capacity expresses itself in two aspects: firstly, in
the capacity to make lawful transactions independently
(“capacity to act”) — to obtain and undertake rights
and obligations as well as in the ability to account for
violations of the rights under the obligations arisen
as a result of transactions or actions similar to the
mentioned afore; secondly, in the capacity to pay for
damages caused to other persons. In compliance with
the Civil Law full or civil capacity to act starts at the
moment a person comes to age, i.e., becomes 18 years
old. On company level these are abilities to manage
certain processes and define certain rights, obligations
and responsibilities. Human resources in business
shall be viewed from two aspects — employees and
employers. In compliance with the Labour Law an
employee is a natural person who, on the basis of an
employment contract for agreed work remuneration,
performs specific work under the guidance of
an employer. Both employers and employees
require legal capacities and working capacities, yet
entrepreneurial skills are skills possessed only by an
employer. These are not working capacities possessed
by the majority of people, but an aggregate of special
capacities necessary to undertake risk to manage and
appropriately combine other production resources as
well as organise the resources for the production of
goods and provision of services.

Theword “entrepreneurial skills” in English means
abilities of an employer to undertake something or to
do something. In short entrepreneurial skills are the
basic factor of management combining other resources
into a single production process, and functioning of
the market management is endangered.
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Figure 2. Place of human resources and division of capacities in business

Professor A.Vedla (2000) uses the notion “ability
to venture”. It is a specific feature of the character,
which encourages a person as subject under
management to set and achieve high goals, based on
personal initiative, continuous, independent, creative
searches, free of fair and risk. Economic subject is
characterised by management—activity encompassing
the satisfaction of certain and achievement of possibly
greater profitability of the used resources. On contrary
ability to venture or entrepreneurial skills mean
that people possess abilities, energy, talents, skills,
and knowledge to be applied in order to gain more
profitability and increase their competitiveness. Also
experts in the European Commission Report (2008)
have emphasised entrepreneurial skills as features
necessary to any person, and found that any person
shall develop skills of a manager, social and personal
competences as well as entrepreneurial abilities.

Therefore evaluating human resources under
the context of business it is essential to nominate
all the components: human and his/her skills and
capabilities — working capacities, legal capacities and
entrepreneurial skills. The research has identified the
place of these components in business (Figure 2).

According to the above mentioned the authors
nominate two definitions for the notion “human
resources”:

1. The classification of the science of economics
understand people who possess skills, abilities,
knowledge and working capacities — ability to
manage un achieve the set targets to increase his/
her competitiveness as human resources.

2. Under the business aspect — human resources
include only persons who are capable of work,
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capable to act, and are economically active at
the same time possessing skills, capacities and
knowledge applicable in the production of goods
and provision of services.

3. Availability and use of human resources in
Latvia

The characteristics of the quantitative aspect of
human resources lead to the conclusion that rapid
aging of the population is occurring in the greatest
part of economically developed countries, especially
in Europe. Also the demographic situation of Latvia
is worsening. In Latvia the total number of population
has decreased by 15% during the period between 1990
and 2008. In 1990 the population of Latvia equalled
to 2 668 140 persons; while in 2008 the number has
decreased to 2 270 894 persons. The decline in birth
rate and increase of emigration are the main factors
defining the decline in the number of population.
In 2007 the natural increase of population per 1000
inhabitants resulted in 4.3 persons; while the balance
of migration in 2007 and 2006 represented 642 and
2451 persons respectively (CSB).

The analysis of human resources under the aspect
of business shows a similar situation. Since 1990 the
number of population of working age has decreased
(between 1989 and 2008 the number of population of
working age has decreased by 1.17%). The number of
the population under working age essentially declines
with every year; it shows the aging of the society
(in 2008 the number of population falling under this
group has decreased almost 2 times, i.e., by 48.6%
compared to 1990). It evidences that the quantitative
parameters of human resources will not facilitate the
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Table 1
Employed population broken down by labour status in Latvia for the period
between 2002 and 2007, thou. population
Average
Indicators 2002 2003 2004 2005 2006 2007 | increase
rate, %
Employer (owner) 31.8 322 34.6 359 373 36.0
Chain increase rate, % - Lo | - 1.3 7.5 3.8 3.9 -3.5 2.6
Self-employed person 61.7 61.4 62.9 60.8 72.4 65.3
Chain increase rate, % - Lo |- -0.5 2.4 -3.3 19.1 -9.8 1.6
Total — employers 93.5 93.6 97.5 96.7 109.7 101.3
Chain increase rate, % - b |- 0.1 4.2 -0.8 13.4 -7.7 1.8
Employee (hired person) 852.6 876.0 885.9 | 9153 961.5 1000.1
Chain increase rate, % -t . | - 2.7 1.1 3.3 5.0 4.0 3.0
Unpaid person who helps | 42.8 373 34.3 23.9 16.3 17.6
other family member in his/
her company, private practice,
farm-stead
Chain increase rate, % - L |- -12.9 -8.0 -30.3 -31.8 8.0 -15.0
Total — employees 895.4 913.3 920.2 939.2 977.8 1017.7
Chain increase rate, % - t | 2.0 0.8 2.1 4.1 4.1 2.6
Total employed persons 989.0 1006.9 | 1017.7 | 1035.9 | 1087.6 | 1119.0
Chain increase rate, % -t . | - 1.8 1.1 1.8 5.0 2.9 2.5

Source: authors’ calculations according to the data of the Central Statistical Bureau, 2004, 2008

development of economic growth model; however
qualitative factors shall be emphasised, as the quality
of human resources is the factor able to increase
the competitiveness of Latvian production in the
market. The state will be able to developed business
with the help of competitive and knowledgeable
human resources. At present in Latvia the number of
enterprises on 1000 inhabitants is one of the lowest
among the EU member states. In 2007 the largest
number of established companies was registered;
thus almost reaching the figures of 1994; however the
year 2007 characterises also for the largest number of
liquidated companies amounting to 11 186 units. In
2006 the economically active enterprises established
in Latvia according to their size are broken down
as follows: micro enterprises (up to 9 employees)
- 74.9%, small enterprises (up to 49 employees)
- 20.9% and medium-sized enterprises (up to 249
employees) - 4.2%. In general small and medium-
sized enterprises (SME) accounted for 99.3% of all
the enterprises.

Based on the previous facts the research has
focused on the analysis of employed population by the
status of labour relations for the period between 2002
and 2007. The data of the Central Statistical Bureau
were used for the calculations, where according to

the EU methodology the population of age 15-74 fall

under the category of employed persons.

The following conclusions may be drawn
according to the information of the Central Statistical
Bureau and made calculations:

— During the research period the number of
employees has grown more rapid (annually by
3.0% on average) than the number of employers
(annually by 2.6% on average), thus designating
on the concentration of production and increase
of the number of employees per one company.
If in 2002 one employer provided jobs to 26.8
employees, then in 2007 this figure equals to
27.8 persons.

—  Between 2002 and 2007 the number of employed
persons has consistently increased reaching 1119
thousand persons in 2007.

— Positively that the number of people who work
without receiving wage, thus increasing risk for
social security, has radically declined. The most
rapid decrease in the number of such workers was
observed in 2005 and 2006, mainly due to the
accession of Latvia to the EU and the following
economic growth in the state.

Further research focuses on the structure of
employed population by their status, and whether it
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Figure 3. Structure of employed population by status in Latvia in 2002 and 2007, %
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Figure 4. Changes in the number of employed population by kind of activity in Latvia
in 2002 and 2007, thou. population

has changed during the period of six years (2002-
2007). The information is summarised in Figure 3.

In 2007 compared to 2002 the share of employers
of the total number of employed population has not
changed (3.2%); although the share of paid employees
has increased (by 3.2%). It was mainly achieved due
to the decrease of the number and share of unpaid
employees.

The estimation of the sectors having determined the
most dynamic changes in the use of human resources
is done by evaluating the research information.
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The analysis of the changes in the number of
employed population by sectors (in 2002 and 2007)
leads to the conclusion that the changes experience
both upward and downward fluctuations. The
most rapid increase of employment is observed in
construction and the sector very closely related to
construction, namely, real estate activities, rent and
other commercial activities.

The number of employed persons has decreased in
agriculture due to several factors: firstly, narrowing of
production, and secondly, production concentration
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allowing the use of more efficient technologies,
where less people are employed.

The decrease of persons employed in education

is a negative factor; though it is caused by the
demographic situation in the country.

Agriculture and forestry, manufacturing industry,

trade and repair of equipment are three governing
sectors employing the greatest part of the population.

Nevertheless it shall be noted that essential

economic changes have occurred (economic crisis)
that from 2008 may significantly affect the changes
of employees by sectors. The number of employed
persons has increased greatly in trade, transport and
communications, and public administration.

Conclusions

1.

The essence and importance of human resources
have changed due to the development of
economic processes. The importance of human
resources is going to increase on condition of the
knowledge economics.

Human resources in business are broken down in
employees and employers, where the breakdown
is affected by the skills possessed by individual
persons.

Between 2002 and 2007 the number of employers
has annually increased by 1.8% on average, thus
providing for the annual increase in the number
of employees by 2.6% on average.

In 2007 compared to 2002 the share of employers
(3.2%) of the total number of employed population
has not changed; though the share of employees
has increased (by 3.2%). It was mainly achieved
due to the decrease of the number and share of
unpaid employees.

In Latvia the largest number of employed
persons is observed in agriculture and forestry,
manufacturing industry, trade and repair of
equipment, yet the number of employed rapidly
decrease in agriculture and forestry.
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Social Capital Development Scenarios in Zemgale Region

Modrite PelSe, Dr.oec., assistant professor, Faculty of Economics, Latvia University of Agriculture

Abstract
In economics of advanced countries the role of traditional economic resources lessens and currently greater
attention is drawn to mutual relationships which influence social capital. The farmers of Zemgale region
who had quite similar economic starting positions in the beginning of the 1990s today have very different
development rates. These differences can be explained by farmers’ social capital, and its formation in the
course of time. Therefore it is important to evaluate social capital development possibilities in regions. Three
social capital development scenarios could be applied in Zemgale region: creation of 1) Single Information
centre; 2) Co-operation system and 3) Lifelong education system for farmers. In the current situation farmers
do not have additional stimuli to develop social capital. In addition, groups’ social capital development
has additional benefits on other groups and on regional development as well as it influences the success of
entrepreneurship. The proposed scenarios are not mutually exclusive and can be implemented simultaneously,
moreover implementation of them could go far beyond the borders of one region, and they can be implemented

also in other regions.

Key words: social capital, development scenarios, information, long-life education, co-operation.

Introduction

It has been recognised that traditional resources
(natural, physical, and human) partly determine
economic development processes. They create a way
where economic actors have mutual relationship,
and organise development and growth. Analysing
farming development processes in Zemgale, one
can conclude that the biggest number of farms have
almost ceased their economic activities, and currently
rent or even have sold their lands. Besides, economic
activities have slow down not also in the farms with
insufficient technical basis, but also in the farms with
good starting capital, i.e., farms that are even better
than the newest farms founded currently, and being
modern and profitable.

During the period of 2002-2007 several social
capital researches have been done in Zemgale farms.
The research results show that the development of
social capital is important for individual actors; their
economic activities also have impact on other actors’
performance in regional context (Strikis V., Pelse
M., Leikucs J., 2005, 2007, Pelse M., 2006, 2007).
The author has concluded that the growth of farms
is related to farmers’ family, employees in farm as
well as municipality, region and even state where
the farm is located. Therefore we need to undertake
additional measures to stimulate farmers’ social
capital development. If farmers’ social capital is
well developed, then it creates positive effect on the
factors connected with a farmer; investing of financial
capital, expansion of human capital possibilities to
develop, and in general it has an effect on regional

development. It is important to evaluate social capital
development instruments, taking into account the
object group, time, space, and situation.

The research’s hypothesis — currently farmers
do not have sufficient stimuli to develop their social
capital. The research object is development scenarios
of social capital in Zemgale. The aim of the research
is to create farmers’ social capital development
scenarios and evaluate them. The tasks are:

— to outline interpretation of social capital concept
within the context of growth process;

— to create farmers social capital development
scenarios in Zemgale;

— to evaluate these scenarios.

Monographic, abstract-logical, analysis and
syntheses as well SWOT methods were used in the
research.

Results and Discussions

In peer reviewed literature the concept of social
capital has essentially different interpretations. Many
authors recognised that social capital has many
elements, it is a resource. There are two things that
must be noted: first, social capital consists of some
aspects of social structure, and second, elements of
social capital facilitate certain actions of actors within
the structure (Piazza-Georgi B., 2002). In his turn
M. Woolcock (Woolcock M., 2001) in his research
of social capital point out that each individual social
network and trust level is closely connected with the
society. M. Woolcock also studied organizations’
social capital and free market’s self organizing

Economic Science for Rural Development Nr. 19., 2009 127

ISSN 1691-3078



M. Pelse

Social Capital Development Scenarios in Zemgale Region

capability, stressing D. Hume and A. Smith idea of
very big and complex systems, capable to organise
themselves without outside planning and authorities.

The concept of social capital is based on the idea
that social relations and norms give opportunity to
reach valuable resources and improve individual
welfare (Fafchamps M., Minten B., 2001), families’
welfare (Narayan D., Pritchett L., 1997), communities
(Bowles S., Gintis H., 2002), and even regional and
nations growth (Knack S., Keefer P., 1997). Although
the researchers point out fact that social relationships
have important effects on economic success and it
has sound theoretical and empirical background,
however, the influence of sociological factors within
the context of regional economic problems is still
unclear (Burt R., 2004; Durlauf S.N., Fafchamps M.,
2004). In enterprise as well as on local and regional
level social capital could be considered as feature of
social organisation system, for example, trust, norms,
collaboration which improves the society’s efficiency
(Wolz A., Fritzsch J., 2005). Also the fact that these
are qualitative categories that are difficult to measure
should be taken into account. One of the biggest
problems is the lack of appropriate statistical data.
Practically variables in researches are supported by
avaibility of data and not theoretical considerations.

Scenarios of farmers’ social capital development
in Zemgale were created based on the research results
of farmers’ social capital in Zemgale region during
2005, 2006, and 2007. They are:
1) establishing a Single Information Centre;
2) establishing a Co-operation System;
3) establishing a Lifelong Education System;
4) maintaining the current situation.

The field of performance of the selected scenarios
goes beyond one region’s boundaries and functions
in a wider range.

Vision for implementing farmers’ social
capital development scenarios

Establishing the Single Information Centre
for farmers. A single network of information being
directly linked to other European information
networks is established on the basis of Latvian
Agricultural Advisory Centre. The network enables
farmers to get information on topical issues: topical
information on agricultural industries, scientific
achievements in agriculture, alternative occupations
in rural areas, marketing issues (what and where to
buy or sell, product prices), available educational
and training courses, NGOs activities, opportunities
for entertainment etc. The network will have a
weblog, enabling communication between farmers
and between farmers and agricultural specialists.
An information system for exchanging foreign
experience will be set up, especially within the
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scope of Europe, offering opportunities for training
abroad, gaining new experience etc. There will be a
co-ordinator who is a specialist in rural development
and an employee for the single information network
in each rural commune, providing advice in issues of
agriculture and public activities. Employees having
an appropriate educational background, capabilities
and skills will be selected for this job.

Results: farmers will get a lot of information on
the spot, thus, saving their time. The information
network will enable farmers to get new knowledge
and make new contacts. It will be possible to get
new virtual communication partners via the Internet,
which will be later transformed into broader contact
networks that are important social capital elements.

The Co-operation System for farmers. The
need for a co-operation system will be analysed
and ascertained in several agricultural industries
and regions on the basis of the existing professional
societies and associations. Modern foreign experience
in the field of co-operation will be analysed and
adapted to Latvian conditions. An optimal model for
the Latvian co-operation system will be developed. A
new co-operation system, corresponding to farmers’
interests, will be popularised and implemented in
Latvia.

Results: farmers will get new contact networks
linked with their occupation, have opportunities
to buy necessary resources for increasing output,
and to sell their products at a better price, thus,
maximising profits. It requires farmers to trust
other co-operative members and to collaborate
with each other — these are important social capital
elements.

Establishing the Lifelong Educational System
for farmers on the basis of Latvia University of
Agriculture and its subsidiaries as well as vocational
or professional schools. Any farmer can choose a
lifelong educational programme that will be reviewed
every year according to the latest changes. The study
programmes offered by educational institutions will
stress concrete specialisation fields, the studying of
several sciences useful in rural areas, opportunities of
newest information resources and marketing strategy
issues. At the same time such fields as psychology,
communication, business etiquette and others,
especially those important for increasing social
capital, will not be ignored.

The Lifelong Educational System is based on
three types of studies:

1) a winter school or a network of study courses at
the regional level;

2) anetwork of individual consultations;

3) anetwork of distance education.

Results: Farmers engage in the process of
improving their competencies, providing advantages
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for increasing human capital and subsequently social
capital as well. New contact networks based on
knowledge emerge.

Maintaining the current situation. The main
sources for gaining knowledge are as follows:
farmers use services of companies engaged in
agricultural production, information from journals,
newspapers, television, the Internet etc. It is possible
to ask agricultural consultants available in any rural
commune for assistance (whose educational and
competency levels are different) and services offered
by Latvian Agricultural Advisory Centre. Farmers
have a free choice to establish public organisations
which are mostly located in district centres and major
Latvian cities, and participate in their activities.
Disregarding the fact that agricultural co-operatives
did not perform well in the recent years, new co-
operatives have been set up, however, they are not
numerous.

Results: Farmers are able to increase their own
social capital, using their own initiatives.

SWOT analysis

SWOT analysis for each scenario will be done
to evaluate farmers’ social capital development
scenarios. This tool has been created in the 1960s
in the USA as organisation’s complex evaluation
instrument, made by consultants. Today two types of
SWOT analysis exist — free and classical. Classical
SWOT is very close to the basic model created in
the 1960s, and it is designed to measure as precise
as possible competitiveness of companies, products
or services, to locate development and improvement
possibilities. Free SWOT analysis consists of idea to
identify strengths, weaknesses, opportunities, and
treats, however, pragmatic evaluation is not used
(Kalve 1., 2005).

The SWOT analysis of farmers’ social capital
development scenarios is included in Table 1 and
Table 2.

The fact that SWOT has been made for scenarios
which may change in the course of time their strengths
and weaknesses, and also opportunities and threats

Table 1
SWOT analysis for the Single Information Centre and Co-operation System scenarios
Single Information Centre Co-operation System
Strengths Weaknesses Strengths Weaknesses

- the Internet is not
available on the
whole territory of

+ convenient use
+ comprehensive
information

- a reliable leader
is needed for
establishing and

+ new business partners
on equal conditions
+ increasing

+ new contact networks

+ fast access to
information

+ opportunity to use

Latvia

- insufficient number of
Internet users

- development of a

competitiveness in

respective industries
+ new contact networks
+ cost reduction

managing the system
- not always it is
possible to make
common decisions

both IT tools and a single network is opportunities - not always initiatives
consultant labour intensive are welcome
+ contacting is easy at - problems with - distrust might arise
the European and world | knowledge of foreign among co-operative
levels languages members
Opportunities Threats Opportunities Threats

+ to improve access
to the Internet and
purchase of computers
in rural areas

+ to update available
information fast; to
send it

+ opportunities to get
new ideas for work
and recreation

- possible Internet
connection or
computer failures

- the consultant
can make errors
or provide false
information thus
causing distrust
among customers

+ opportunity to
become the initiator
for establishing a co-
operative and to attract
his/her idea’s supporters

+ new international level
co-operatives can be
established

+ opportunity to get
additional financing
assigned for promoting
co-operatives

+ to reduce production
and sales costs

- the negative Soviet
times co-operation
experience can
hinder establishing
new co-operatives

- the complicated
Latvian legislation
hinders establishing
new enterprises

Economic Science for Rural Development Nr. 19., 2009

ISSN 1691-3078

129




M. Pelse

Social Capital Development Scenarios in Zemgale Region

Table 2

SWOT analysis for the Lifelong Educational System and Maintenance of Current Situation scenarios

Lifelong Educational System

Maintenance of Current Situation

Strengths Weaknesses Strengths Weaknesses
+ opportunity to get - insufficient capacity and + based on one’s own | - no system
useful information experience of the existing | initiative - the role of contacts is
+ new contact educational institutions to | + several trustees are underestimated
networks establish such a system gained - information
+ different approaches | - strong one’s own + free unlimited accessibility and
for gaining initiative in obtaining options transparency is
knowledge are knowledge is required insufficient
offered - competent specialists - corresponding lifelong
+ voluntary have to be attracted to education does not
participation establish and maintain the exist
+ self-confidence is system - many co-operation
raised; knowledge - it is a time-intensive failures
is improved and process
renewed - it requires additional
+ professional financial resources
occupations are
diversified
Opportunities Threats Opportunities Threats

+ to co-operate with
pedagogues and
specialists at the
international level

- lack of qualified lecturers

- lack of enterprising
people

- insufficient financing to

+ to get involved
in new contact
networks by
showing one’s own

- informal organisations
might fall into decline
due to inability to find
an appropriate leader

+ to increase establish and maintain the initiative and material interests
the number of system + some individuals - fragmentation of
participants can become information carriers can
continuously leaders, establish cause confusion to its

+ to get additional new informal users

funds for the purpose organisations - non-systematised
of education leading information can delay
to improving human use of opportunities for
capital support
shall be taken into account. It is possible to identify ~ 3. The scenario of creating Co-operation

system has most emphasised future
perspectives and does not have so many
strengths.

4. The scenario “Maintenance of current situation”
hasbeenevaluated asthe worst, takingintoaccount
fact that scenario strengths and opportunities

the main conclusions based on the provided SWOT
analysis.

Conclusions, proposals and suggestions
1. Proposed social capital development scenarios
are not contradictive to one another and there is

possible to implement them simultaneously. The
lowest development of farmers’ social capital will
be in case of “Maintenance of current situation”
scenario, it does not give additional stimulus for
farmers’ social capital in a region.

outweigh its treats and weaknesses.

Proposed social capital development scenarios
go far beyond the borders of regions; their
implementation is possible even on the state
level.

2. Relatively better advantages have scenarios of
creating Single Information Centre and creating ~ Bibliography
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Kopsavilkums

Pasaules attistitakajas valstis tradicionalo resursu loma ekonomika arvien samazinas, lielaks akcents tiek likts
uz savstarpgjam attiecibam, kuras butiski ietekmé socialo kapitalu. Zemnieku saimniecibas Zemgale, kur
sakotngjie attistibas apstakli daudzam bija vienadi, Sodien ir dazadas attistibas faz€s, un $ajas atskiribas savu
lomu nospélgja socialais kapitals, kads bija katra lauku uznéméja riciba un ka tas veidojas un pilnveidojas
laika gaita. Tade] svarigi ir novertet sociala kapitala palielinasanas iespgjas regiona. Sociala kapitala attistibas
scenariji Zemgal€ vargtu biit tris: Vienota informacijas centra izveide, Kooperacijas sistémas un Miizizglitibas
sistémas izveide zemniekiem. Pasreizgja situacija zemniekiem nepiedava pietiekosi daudz papildus stimulu
sociala kapitala paaugstinasanai, pie tam janem vera, ka sociala kapitala attistibai vienai iedzivotaju kategorijai
regiona ir papildus ieguvums ari pargjam iedzivotaju grupam, teritorijai, ari uznpéméjdarbibas veiksmei.
Piedavatie sociala kapitala scenariji viens otru neizslédz un tos var ieviesti vienlaicigi, pie tam $o scenariju
realizacija parsniedz viena regiona robeZas un tos var aprobét ari paréjos Latvijas regionos.

Atslégas vardi socialais kapitals, attistibas scenarijs, informacija, miizizglitiba, kooperacija.
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Characteristics of Actions within the Framework of Pillar II of the
Common Agricultural Policy for 2007 — 2013

AnToHN MUIKeBUY, TOKTOP IKOHOMHUYCCKUX HayK mpodeccop,
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CenbckoxossiiictBeHHast akagemus B [lItetune, [Tonbma
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bartosz.mickiewicz@e-ar.pl

Abstract

The aim of the research was to analyse the CAP for 2007-2013. The programme was worked out on the basis
of the decree of the Council (WE) from 2005 and the Parliament bill from 2007. The programme includes 4
priority axes which were divided into 21 actions. Most actions (10) were concentrating within the framework
of Axis 1 related to the competition. Axis 2 was dedicated to the environment, Axis 3 - to life quality, and Axis

4 - to the local community.

Key words: rural areas development, priority axes, operating actions, financial support.

BBenenne

Wneto O6meii Cenbckoxo3siicTBenHoi onmntrkn
3anmcano B Pumckom Tpakrate ¢ 1957T. Lenn OOmmeit
CenbckoxozaiicteenHoi ITomutuku - BIIP [WPR]
OXBATBIBAIN CJIEAYIOIINE JIEMEHTHI: |. yBenmnueHne
NPOAYKTUBHOCTH  CEIBCKOTO  XO34HCTBA  4epe3
BBEICHUE TEXHUIECKOTOTIPOTrpecca, paliHoOHAITN3aIH
MIPOLYKINHU U ONTUMAlIbHOE MIPUMEHEHHE (PAKTOPOB
MPONYKINH, 2. 00eCHeYeHHe COOTBETCTBYIOIINX
YCIIOBUH KU3HU CEJIbCKOX 03 CTBEHHOMY HACEJIEHHUIO,
3. cTabunu3anuio pbIHKA CENbCKOXO03SHCTBEHHBIX
MPOJYKTOB M MPEACTAaBICHHE  BO3MOXKHOCTH
MOTPEOUTENSIM  MOKYNKH  CEIbCKOXO3SIHCTBEHHBIX
MIPOyKTOB 10 OnaropazyMHbiM 1neHaMm. C 3Toro
BPEMEHHM CEJIbCKOXO3SICTBEHHAS OJINTHKU MTPOIILIA
HECKOJIBKO ATAIOB Pa3BUTHS, a ocieHss pedopma,
cornacoBanHas B JltokcemOypre (8 2003r) mpowm3ormia
BO BpEMEHM Haullero Bxojga B EBpomneiickuil
Coro3. B atom mepuone Obut n3MeHEHBI (HOpMBI
MOJJIEPKKH  CEIbCKOXO3AHCTBEHHOTO  CEKTOpA.
Bonpiiee  Bo3gelicTBHE CHENaHO HA  pa3BUTHE
cenbckux Teppuropuil. Hawarto monnepkuBaTh HE
TOJBKO Ppa3BUTHE IIPOU3BOJHUTENILHBIX  (YHKIHH
CEIIbCKOTO XO035iCTBA, HO TAaKXKE COCPEAOTOUCHO
BHUMaHHE Ha TMOJJIEP)KKE HEMPOU3BOAUTEIHHBIX
¢byskmid. bu3koii cTana uies ceabCKOro X03siicTBa
OJMHAKOBO, KaK MHOTO()YHKIHMOHAIBHOTO, TaK U
YPaBHOBEILIEHHOTO.

Ha 2008-2009 roap! 3amaaHUpOBaHO, B pamKax
ompenenenuii  pedopmer ¢ 2003 roma, OIECHKY
HbiHeuHei Gopmbl O6men CenbcKoX03s1iCTBEHHON
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[Monutuku. BynyT moanmanel quckyccuu (akToOpsI,
YCTaHABIMBAIOIINE OAWHAKOBO, Kak | omopy
BIIP [WPR], cBsizaHHy!0 ¢ HENOCPEICTBEHHBIMU
IUTaTeKaMUd M PBIHOYHBIM BMEIIATEIBCTBOM, TaK U
II onopy BIIP [WPR], oTBeTCTBEHHYIO 3a pa3BUTHE
CEJIbCKUX TEPPUTOPUIL.

MarepuaJjbl 1 METOAbI UCCJIEI0BAHU I

B wrome 2007 roma Empomeiickas Kommccus
npuHsia nonbekyto [Iporpammy Pazsutus Cenbekux
Tepputopuit [PROW], pa3zpaboraHHyio Ha TEepHOI
2007-2013 rtomoB. OmnHa sdABIgeTCS HANOONBIIEH
IIpOrpaMMoOil cpeau Bcex crpaH  Espomelickoro
Coro3a, xoTopast OblTa pazpaboTaHa Ha OCHOBAHWH
KOHCYJIbTAITUH C 00IIIeCTBEHHBIMH U XO35THCTBEHHBIMHU
napTHEpaMH, a TaKKe C HEerocyJIapCTBEHHBIMU
opranmzanusamu. llporpamMma ompexnensier 00BEM
n QopMy MOIIEPKKH CEIBCKHX TEPPUTOPUIl B
ouepetHOM, 7-r0/10BOH (PMHAHCOBOH MEPCIEKTHBE.

OcHoBanmem  paspaborkn  [PROW]  Opin
3akoH ot 7 Mmapra 2007r o mojiep’KKe CeTbCKHX
TEppUTOpUN C ydacTueM cpeAcTB EBpomeiickoro
Cenbckoxossiicteennoro ®Donga s Passurtus
Censckux Tepputopuit (EFRROW) (3akon
2007). Ha ocHOBaHMHM 3TOr0 3aKoHa pa3padoTaHO
[PROW] na mepuom 2007-2013 romoB, koTopas
TO rporpamma SIBIISIETCS OTIEPAIIIOHHBIM
JIOKyMEHTOM, OTIPEICTISTFOLIM e,
MIPUOPHUTETHI M TPHUHIMIIBL TOJJIEPKKH CEITbCKUX
TEPPUTOPUI.
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cenvekoxossiicmeennol noaumuxku 6 2ooax 2007-2013

B wuccienoBaHMsAX ~— TPUMEHEHO  METOJBI
OITMCATENLHOTO aHAJIN3a, KOTOPBIE IaJTH BO3MOXKHOCTh
OOBEKTHBHO  IIOCMOTPETh  HA  COBOKYIHOCTh
HayuHaHUM, CBSI3aHHBIX c [IPOrpaMMoH,
MIPeAHA3HAYCHHON ISl AMHAMHYECKOTO BHEIPEHMS
Iponecca MOJICPHHU3ALUK  CEIbCKOTO  XO3HCTBA
U OBICTPOTO pa3BUTHS CENBCKUX TeppUTOpuil. B
chepe wuccregyeMoil TMPOOIEMATHKHA HAXOJUTCS
XapaKTepucTuka  (DUHAHCOBBIX  HHCTPYMEHTOB,
KOTOpble OyIyT IPOMCXOAUTH OJMHAKOBO, Kak
¢ Oromkera Eppormeiickoro Coroza [EC], tak u ¢
OTEUECTBEHHBIX ITyOJIMUHBIX CPE/ICTB.

IpuHIHMIBI co3aHus NMporpaMmbIl
pPa3BUTHSI CeJbCKHUX TeppUTOpHMii Ha
nepuox 2007-2013 ronos

Bo BpeMs KOHCTPYHPOBaHU [TPOB
[PROW] ma mepmom 2007-2013 romoB, mpUHATO
METO/I0JIOTMIECKOE IPEIIOIOKEHNE, UTO IPOrpaMMa
Oynmer peanm3oBaHa COOTBETCTBeHHO CTpaTernu
Passutus Crtpansl (Crtparerus PasButus Ctpanbl
(CPK), 2006). CPK [SRK] sBiseTcss OCHOBHBIM
CTpPaTern4ecKM JOKyMEHTOM, NpuHATEIM CoBeTOM
MuUHHCTPOB,  KOTOPBIA  TPEACTaBIsIET  COOOU
ITyHKT OTHECEHWS Al JAPYTHX TOCYIapCTBEHHBIX
crpareruii u mporpamm. OAZHUM W3 TIPHOPHTETOB
TaM 3aKJIIOYEHHBIX SIBIAETCS PA3BUTHE CEJIBCKUX
TEppUTOPUIl, KOTOPOE AOJDKHO AaTh BO3MOYKHOCTB
3¢ eKTUBHOTO YIpaBICHUSA €CTECTBEHHBIMHU
pecypcamy, COXpaHEHHe COOTBETCTBYIOIIETO
COCTOSIHMSI CpEllbl, COBMECTHO C COXpPaHEHHEM
OMOJIOTNIECKON Pa3HOBUIHOCTH.

BropuM HOKYMEHTOM, ONPENENSIOMNM PaMKH
[TPOB [PROW] Opum Bemymme HampaBICHUS
SKOHOMHYECKoro pa3Butus EBpomerickoro Corosa,
ompenenéunasle B Jluccabonckoit  Crpareruw,
KOTOpBbIE  JOJDKHBI HPUBECTH K  YBEIHUCHHIO
KOHKYPEHTOCTIOCOOHOCTH €BPOTEHCKON IKOHOMHUKH,
cKopeifmero oOpa3oBaHMsS HOBBIX MECT PabOTHI U
pa3BUTHs ABaHCUPOBAHHBIX TeXHOJIOTUM. [TporpamMma
OblTa BBIHYXK/IEHa OTBEYaTb HAa HOBBIC BBI3OBHI,
noctaBieHHbIeepen Oomeit CenbckoX03sHCTBEHHOH
omuTukoii B 2003 roy, rae BO3HUKaNIA TOTPEOHOCTH
MIPUMEHEHHUs TPHUHIWIA MOAYJSAIUK  (PemyKIHs
HETIOCPEJICTBEHHOTO IUIaTeXa) M AaCCUTHOBAHMSA
MOJTY4YEHHBIM TaKHM CIIOCOOOM CPEACTB C MBICIIBIO O
Pa3BUTHH CENBCKUX TeppuTopuil. Takum crocobom,
4acTh OCBOOOKIEHHBIX CpEACTB W3 [-0ff omopsl
BIIP [WPR] Gyner moxkHO mepenectn ko Il-oi
omope BIIP [WPR]. Csepx TOTr0, YCTaHOBIIEHO, YTO
OJHOBPEMEHHO C YMCHBIIEHHEM 3JKOHOMHYECKOTO
3HAYCHHSA CEITbCKOXO035ICTBEHHOTO CEeKTOpa
(ymenpmaromasicss monst B IIKB [PKB]), momxna
YBEIMYMBATHCS HEMPOAYKTHBHAS POJb CEIbCKOTO
XO35HCTBA, OTBETCTBEHHAs 3a IPEIOCTABICHHE

TPaIUIMOHHBIX KyJIbTYypPHBIX IECHHOCTEH, COXpaHEHHE
CENBCKOTO Teif3aka U CIEHU(PUIECKUX HKOCHCTEM.
Hanpasnenus paszsutus [IPOB [PROW] mamum
oTpakeHue B pacropspkennu Cosera EBpomneiickoro
CoobmectBa [WE] ¢ 2005 roma, kacaromierocs
nonaepxku EBporneiickim CenbCcKoX03sHCTBEHHBIM
DOHIOM pa3BUTHUSA CEIbCKUX TEPPUTOPUI, B MOJIB3Y
Pazeutus Cenbckux Teppuropuit [EFRROW]
(Pacmopsixenne Cosera BE [WE], 2005 roxa.

[Iporpamma Passutua Cenbckux Teppurtopwii
Ha mepuon 2007-2013 romoB  mpenacTaBiseT
co0oif oOvenuHEHHWE IIeNell W 3amad, KOTOpHIe
craBuT mnepen Hamu Epomeiickmit  Coro3, ¢
BHYTPEHHUMH 00IIIECTBEHHO-9KOHOMHUECKHMHU
00YCIIOBICHHOCTSIMA ~ CTPaHBI. Paccyxxnenus
MpUBETH K BBIIENEHHIO 4 TPOCTPaHCTB (OCH),
KOTOpBIE OXBATBIBAIOT CIEAYIONINE MpOoOIeMsr: 1.
KOHKYPEHTOCIIOCOOHOCTB, 2. Cpeay, 3. Ka4eCTBOKU3HI
n4. mectHbIe 00mecTBa. OOIIECTBEHHBIE TPHOPHUTETHI
[0 TOBOXYy WX YHHBEPCAJIBHOTO  XapakTepa,
MepeBOATCS Ha Oonee MOAPOOHBIE NPHOPHUTETHI
cTpanbl. Vepapxusi BaXHOCTH TEPPUTOPHHA (OCH)
Obu1a COXpaHEHa, Yepe3 HaPaBICHNE CTPYU CPEICTB
MOMOIIM HAa JAEATEIBHOCTH, KOTOPbIE MOTYT B
KOPOTKOM IE€PHO/Ie BPEMEHH MPUHECTH HAMIy4IINe
sxoHoMmueckue 3pdextsr (IIporpamma Paspurns
Censcxux Tepputopuit, 2007).

Oo6mas xapakrepuctuka [IPOB [PROW]

Ha nepuon Bpemenu 2007-2013 ronos
IIporpamma Passutua Censckux Teppurtopuii
(2007-2013) mpencraBiser CcoOOH  OIMHAKOBO,
Kak o0mue, MOAPOOHBIE TaK U OIEPATHBHBIC
uenn [TPOB  [PROW]. [Ilpenmnonaraercs, 4To
porpamMma OKaXKeT BCIIOMOII[ECTBOBaHHE
9KOHOMHYECKOMY M OOIIECTBEHHOMY pa3BUTHIO
CeNbCKUX TEPPUTOPHUH, Uepe3 MHOTOCTOPOHHEE
BO3/ICHICTBUE ~ MHCTPYMEHTOB,  CBSI3aHHBIX  C
WHBECTHLUSIMH, AEATEIBHOCTBIO TOAIEP)KUBAIOIIYIO
HH]PACTPYKTYPY, a TAKKE pa3BUTHE YEIIOBEYECKOTO
Kanurana. JlesaTenbHOCTh UMEET TOPHU30HTaIbHbII
XapakKTep, 4TO CJIEAYET TOIKOBATh TAKMM CIIOCOOOM,
YTO HauYMHAHWS OyIyT HampaBJIeHbl KO BCEM
CcyObeKTaM, (YHKIHOHUPYIOIIMM Ha  CEIbCKHX
npoctpaHcTBax. OJIHOBPEMEHHO, B MpoOrpamMMme
yKa3aHO Ha TOTPEOHOCTH NMPHHATHS BO BHHMaHHE
pervoHaibHOW  muddepeHnmanum,  KOTOPBIE-TO
YEepThl PETUOHA SBJISIOTCS XapaKTePUCTHYHBIMU [UIS
Hamel cTpansl. JT1a 1en OyieT JOCTUTHYTA, C OJHON
CTOpOHBI, 4epe3 auddepeHnnanum KpUTepHEB
JIocTyna K (UHAHCOBOM TOANCPKKH, a C JIPYTOH,
HaTypaJibHBIM ~ cHocoboM, — Omarojaps, MEXmy
npounMu, BeiaeneHuio Tepputopuit OHB [ONW]
n Hatypa 2000. BricTynaromue orpaHWYeHHS B
JIOCTYTIE€ K HEKOTOPBIM JICHCTBHSIM W HEBO3MOKHOCTh

Economic Science for Rural Development Nr. 19., 2009 133

ISSN 1691-3078



A. Muyxesuu, b. Muyxesuu

Xapaxkmepucmuxa oeticmsuti 6 pamax Il kononHvl odbuyet

cenvbekoxosicmeennol nonumuku 6 2ooax 2007-2013

HCITOJIb30BAaHUSA MHOTHX JCHCTBHH, ITO3BOJISICT, B
CBOIO O4Yepelb, Ha pacmlpenesieHne (UHAHCOBBIX
CPE/ICTB Ha OT/JEIIbHbIC BOEBOJICTBA.

l'enepansroit uaeerr IIPOB [PROW] Opmia
peanuzanysg KOHIENINH MHOTO(QYHKIMOHAIBHOTO
Pa3BUTHSI CEIBCKOTO XO3SHMCTBA, C OAHOBPEMEHHBIM
COONIOIEHNEM  TIPUHIWIIOB  YPaBHOBEIIEHHOTO
pasButuss. OHa mpeanojaraeT 3KOHOMHUECKOE
YCWIEHUE CENbCKOXO35UCTBEHHBIX XO34MCTB U POCT
KOHKYPEHTOCIIOCOOHOCTH  CEJIbCKOXO035HCTBEHHOTO
- TOTpeOWTENBCKOTO CceKkTopa. B mporpamme
obecrieueHo MHCTPYMEHTBI B TIOJB3Y
mudepeHnranuy  SKOHOMHUYECKOH eI TebHOCTH
B HampaBICHUM MPUOOPETEHW W  CO3/aHMsA
JIbTEPHATHBHBIX HCTOYHNKOB JI0OXOI0B AJISI JKUTEIEH
JICPEBEHB.

Konctpykuus nestensHOCTH B pamiax [IPOB
[PROW]ocHOBaHa HATIPUNIHACKE UX K OTACITEHBIM OCSIM
MIPUOPHUTETA U TPHIAHNE UM HACHTU(DHUKAIHOHHBIX
CBOMCTB, B BU/I€ KOJA ACATEIBHOCTH, IOPUINIECKOTO
OCHOBaHMs, OOOCHOBAaHHWS, IIEIH JESITEIbHOCTH,
KpUTEPHUEB JOCTYIIA, a TAK)Ke 00IHMKa OeHepHUInaHTa.
Ot moapoOHBIE MeUHUINK OBLTH COTIACOBAHBI
¢ Eppormeiickum Coro30M, YTO [Jaj0 OCHOBAaHHWE
Munnctpy Cenbckoro XoszsaiictBa u  Pa3urus
JepeBeHb Uil W3JaHMSA  COOTBETCTBYIOIIMX
HCIIOJIHUTENBHBIX ~ pacnopsbkeHuidl. Bee  Buabl
JeSTeTBHOCTH crpynmupoBaHo B 4 Ocu (paioHBI),
KOTOpble HE OBUIM OIMHAKOBBIMH, INPHHHMAs BO
BHHUMAaHHE KOJHMYECTBO TIPUIIUCAHHBIX MM BHJOB
nestenpHOCTH. B pamkax Ocm | «VYiayumenne
KOHKYPEHTOCIIOCOOHOCTH  CEJIbCKOXO035HCTBEHHOTO
1 JIECOBOJTYECKOTO CEKTOPa» MPHOPUTETHI 00IIeCTBA
MOAUYEPKUBAIM HAIOp HA YEJOBEUECKUH KamuTall,
TpaHc(hepT B3HAHWA ©W JENOBOM KamuTajd. OTH
MIPUOPHUTETHI, B TIOJIBCKUX YCIOBHAX, IPHHSIN
BuA (PaKTOPOB pPOCTa YEIOBEUECKOrO MOTEHIMANA,
yIaydmeHus: — NpoecCHOHAIBHOM  MOATOTOBKU
W pa3BUTHA HMHQPACTPYKTYPbl HAa  CEJBCKHX
teppuropusx. Utoro B Ocu 1 3axmouero 10 BumoB
IEeITEABHOCTH, dYTO cocTtaBisier 47,6% oOmero
KOJIMYECTBA HAYNHAHUI.

B pamxax Ocu 2 nesiTenpHOCTH COCPEIOTOUSHO Ha
cpene. M3 001ecTBEHHOM TePCIIEKTUBBI IPHOPUTETHI
KacaJluCh 3alUThl OHMOJIOTHYECKON Pa3HOBUAHOCTH,
3alIUTHl TIOYBBI U BOJ, & TAKXKE MPOTUBOJCHCTBHS
HETaTHBHBIM KIIMMAaTHYECKUM M3MeHEeHUsIM. [Toxoxme
3a7a4n OBIIM TIOCTaBJICHBI CPEIM OTEYECTBEHHBIX
npuoputeToB. Och 2 BBICTYNaeT IO Ha3BaHHEM
«/cnpaBineHue €CTECTBEHHOM Cpelabl M CEJIbCKUX
MIPOCTPAHCTBY» U COJEPKUT 4 BUIBI JEATEILHOCTH.

Ouepernnass Ocp 3 sABHSETCA CBSI3aHHOM C
Ka4eCTBOM ’KM3HH, KOTOPas B 0OIIECTBEHHOI ONITHKE
OXBATBIBACT YJYHYIIEHUE YCIOBUI JKH3HH, a TaKKe
YBEIMYEHNE BO3MOXKHOCTH 3aHSITOCTH HACEICHHS.
Ocs 3 onpeneneno kak «KagecTBO )KU3HU B CEITBCKUX
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TeppuTopusax u auddepeHnnanus IepeBEeHCKON
SKOHOMHKI». VIToro B pamkax Ocu 3 3aIuTaHnpoBaHO
4 Buna nesrenbHocty. M, Hakoner, mocaeaass Oce 4,
CBSI3aHHAS C MECTHBIMHU OOIIECTBAMH M OXBATHIBAET
3 BHIBI JIESATENBHOCTH, U KOTOPBIX OMPEIe/ICHO
nanmenoBanune Jlugep [Leader].

B 006mmeii cioskaoctH B pamkax [IPOB [PROW] Ha
nepron 2007-2013 romos mpexycmoTpero 21 BumoB
nesitenbHOCTH, TpudéM Ocu 2 u 3 HaCUHUTHIBAIOT
no 4 Buga nesrensHoctH, 3aT0 Ock 4 — 9510 3 BHAA
nesitenpHOCTH  (IIporpamma  Pasutus  Cenbekux
Teppuropwuii, 2007).

Xapaxkrepuctuku OCH 1

«YJyuylleHHe  KOHKYPEHTOCIOCOOHOCTH
CCJILCKOXOSHﬁCTBEHHOFOI/IJICCOBOI[‘ICCKOFO
CEeKTOpa»

Buner nesrensHoctn, 3akmrouéHasie B Ocm 1
SIBIAIOTCS TG (GEPEHITNPOBAHHBIMUA OTHOCHUTEIHHO
3HAYEHMs, IPHOPUTETOB U HANPABIECHUH OTIEIBHBIX
(hopM BO3IeHCTBHS HA CETTBCKIE TEPPUTOPUH. MOKHO

BBIJICIIUTh BHJbl JICSITEIBHOCTH, HANpaBICHHbIC
HETOCPEICTBEHHO K CENBCKOXO03SHCTBEHHBIM
MIPOM3BOIUTEIISIM, CJIETOBATENLHO, OyLyumm
GerneduImanTaMHM, a TaKXe EATEITLHOCTH
MOCPEACTBEHHOIO  XapakTepa,  CBS3aHHbIE  C
dbopMupoBaHueM yenoBedeckoro kanuraia. K
MePBOH IPYIITIE MOYKHO OTHECTH BUIbI IS TEIbHOCTH,
CBsI3aHHBIE C OOJIErYeHHWEM CTapTra  MOJOJBIX
3eMJIe/IeNbleB, KOTOpBIe anapecoBaHbl 10 33,6

TBICSIY CEJIbCKOXO35MCTBEHHBIX Mpou3BoauTeneil. B
CBOIO OYepellb, CTPYKTYPHBIMHU ITOCOOHMSIMH JTOIDKHO
ObITh OxBadyeHHBIX 50,4 THICSY 3€MIIENENBIEB, WU
MOJIEpHU3ALMEN CEJIbCKUX XO3SIMCTB — AajIbHEHIINX
59,4 teicsa 3emuenenbleB. K mocpenacTBEHHBIM
BHJAM JESITEIBHOCTH MOXXHO OTHECTH OOYYCHHS,
KOTOpBIE TOKHBI 0XBaTUTH 400 THICAY YIaCTHHUKOB,
YCIlyTH KOHCAJITHHTA aapecoBaHbl n0 570 TeICSY
CEJIbCKOXO3UCTBEHHBIX  IMPOU3BOJAUTENECH WU
VIIydIIeHHe CHUCTeMBl KadecTBa IPOIOBOIBCTBHUS
Kacaercst 69 TeICIY 3emuenenblieB. K Bumam
JIeSITENFHOCTH, O0IaIafOIIiM HaUMEHBIINM YHCIIOM
YYacCTBYIOIMX B TIPOTpaMMe CYOBEKTOB, MOXKHO
OTHECTH TPOCKTHI, CBS3aHHBIE C YIy4IICHHEM
nepeBeHCKoW WHOpacTpykTypsl (350) u Tpymmsl
CeNIbCKOXO03HCTBEHHBIX Mpon3BoanTeneit. (350).
COOTBETCTBEHHO pa3Mepy 3aIUIaHMPOBAHHOTO
00BéMa IeWCTBUS, KPUTEPHEB OCTyMa, (GOpMBI U
BEJTMYUHBI (MHAHCOBOM MMOMOINHM, HAMOOJBIIYIO
MTO3UIINIO TIPE/ICTABIAIOT CTPYKTYpaIbHBIE TOCOOHS,
oxBaThIBaromIme kBoTy 2,2 Mumnapaa EBPO. B stoit
KBOTE HaXOJIATCSI OMHAKOBO, TAK TEKYIIIHE PACXOJIBI,
CBA3aHHBIE C IUIATeXKAMHA IS OCHE(PHUIIMAaHTOB,
KOTOPBIM OBUTH TIpU3HAHBI TOCOOMS,, KaK TOXe
U TPOCPOUYEHHBIE PACXOABI TIO JTOMY IOBOIY,
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Tabmuma 1

Pacxonsi B pamkax Ocu 1 ,,Yay4lieHne KOHKYPEHTOCIOCOOHOCTH CeTbCKOX035CTBEHHOTO H
JiecoBOI4ecKoro cekropa ” B roaax 2007-2013 (B MuiH. eBpo)

e i [ e | g | e
[IpodeccuonanbHOEe 00yUCHHE JTUII TPUHSATHIX HA 40,0 - 40,0 0,3
paboTy B CEILCKOM XO3SHCTBE H JIECOBOJICTBE
Ob6nerdenre crapTa MOJIOIBIX 3eMIIE/ICIbIICB 420,0 - 420,0 32
CrpyKTypaibHbIC TOCOOHS 2 187,6 - 2 187,6 16,5
[Tonp30BaHue 3eMieaeabIaMi 1 00J1a1aTeIIIMU 350,0 87,5 437,5 3,3
JIECOB C  yCIIyT KOHCAJITHHTA
MopnepHu3alys CebCKOXO3IHCTBEHHBIX X03SIHCTB 1779,9 2 669,9 44498 33,6
VBenuuenue 100aBOYHON CTOUMOCTH 1100,0 3300,0 4.400,0 33,2
CeJbCKOXO3SCTBEHHOMN U JIECOBOUECKON
MIPOYKIIUH
Benenue u pazsutre HUHPPACTPYKTYPHI, 600,0 - 600,0 4,5
CBSI3aHHOMW C PAa3BUTHEM U IPHCIIOCOOICHIEM
CeJbCKOTO XO3SHCTBA U JIECOBOJICTBA
VYuacrtre 3eMieIeNbleB B CHCTEME KaueCTBa 100,0 - 100,0 0,7
TIPOJIOBOTBHCTBHS
WudopmanmonHas AeTeIbHOCTD H TIPOMOITIH 30,0 12,,9 42,9 0,4
I'pymmbl cenbCKOX03sHCTBEHHBIX MIPOU3BOJUTEINEH 140,0 - 140,0 1,0
O6s3annocTH ¢ neprona 2004-2006 st 440,0 - 440,0 3,3
nesitenbHOCTH «IloamepkKa HU3KOTOBAPHBIX
XO3SIACTB
Bcero 7 187,5 6070,2 13 257,7 100,0

Hcrounuk: PROW na 2007-2013 roapst.
yro [TPOB [PROW] na nepuox Bpemenu 2004- 40%  pacxomoB, KOTOpble  KBAIN(PHUIUPYIOTCS

2006 cymecTtBoBas 3 roja, a peanu3alys BBIILIAT
oxBarsiBaeT iepuon 10 siet. [Tnarexu n3-3a «crapbrx»
mocobuii coctaBisitoT okoiio 1,5 mummapna EBPO,
TO ectb 67%. BTopoil, OTHOCUTENLHO BEIUYMHBI
YPOBHSI 3aIUIAHUPOBAHHBIX PACXOIOB, TIPEJICTABIISIOT
BUJBI JEATEILHOCTH, CBSI3aHHBIC C MOJICpPHHU3ALUEH
cenbckux  xossiictB (1,8 mmmmmapna  EBPO),
a TaKKe YyBEIWYEHHE J100aBOYHOW CTOMMOCTH
CEJIbCKOXO3SIICTBEHHOW M JIECHOM  MpOAyKLUU
(1,1 mumnmmapna EBPO). Haumenbmmii  ypoBeHb
MOJJICPXKKKM  KacaeTcsl 3aBOJCKOro obOyuenus (40
muwumona EBPO), a takxke Ha MHPOpPMAIMOHHYIO
JeaTeNbHOCTh 1 poMonuto (30 mmunona EBPO).
@dopma u BenmuuMHa (UHAHCOBOM MOMOIIH,
MIPeyCMOTPEHHOU Ha OT/EJbHBIC BUJIBI
JIeATENIbHOCTH, SIBJISACTCS MHIAMBUIYaIHM3UPOBAHHON
W COOTBETCTBYIOIICH U JaHHBIX SKOHOMHYECKHX
cyObekToB. EauuuuHblii  OGeHeUUMAHT MOXKET
MpUOOPECTH HAUBBICIIMK yPOBEHb IIATEXKa B Cllydae
BHECEHUsI TPOCHOBI O MOJICPHU3AIMIO CEIBCKOTO
xo3stiictBa (76,8 Thicssy EBPO, wiu 300 ThICSY
3JI0THIX), TIPUYEM 3Ta KBOTA HE MOXKET IPEBHIIIATH
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JI0 [pOrpaMMbl, OXBAUYE€HHOM MOMOLIbIO. ITO
03HAuYaeT OJHOBpPEMEHHO, 4To 60% o0mmux 3aTpaT
WHBECTHIIUN 00S3aTEIBHO OJDKHO OBITH ITOKPHITO
OcHeduimanToM. bonbpIIoO  ypOBEHh  ITOMOIIA
MOTYT TpuoOpecTH Mojodble 3emienenbinl (1,8
Teicsia EBPO wim 50 ThICSY 3110THIX), HO KpUTEpHs
JIoCTyma O0EeCIIeYeHBl OTOBOPKAMH, KAaCAIOIIHMUCS

Bo3pacta (1o 40 7er), COOTBETCTBYIOIIMMH
podeCcCHOHANBEHBIMU KBATH(DUKAIHIMH "
UCIIOTHEHUEM  Je(UHMLIUK  Hadaja  BeJICHHS

CEeJIbCKOXO3UCTBEHHOM JneaTenbHoCcTH. B ciyuae
CTPYKTYpalbHBIX TOCOOWH, KpUTEepHs IOCTyma
00yCIIOBIICHBI Iepefaueii CeNbCKOTO  XO3SHCTBa
MMOBEPXHOCTBI0 3 TEeKTapoB (32 HCKIIOYCHHEM
4 BOCGBOJCTB), OONQHaHUS COOTBETCTBYIOIICTO
Bo3pacta (55 mer), u Co3HaHUs, 4TO mocodue OymeT
BEIIUIAYMBATRCS 1O BO3pacta 65 Toma IKHU3HU.
OcHOBHas BeJIMYMHa NoMoIH cocTapisieT 229 EBPO
(896 31m0THIX), a 0OIIAsT BETUYINHA TOMOIIN HE MOJKET
OpITH OombIelt, yem 405 EBPO (1 583 31m0T1hIX).
WHoli XapakTep ITOMOIINA HMMEIOT KOJUICKTHUBBI
3eMJICNIeNbIEB, KOTOphle B  CiIy4ae TPy
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CEJIbCKOXO3SUCTBEHHBIX  IIPOU3BOJUTENIEH  MOIYT
coctaButh 100 TeIcsTa EBPO B IepBOM 11 BTOpOM TOATY.
[Ipn monp30BaHMH yCITyraMn KOHCAJITHHTA, TOMOIIb
Oymer coctaBmaTe 80%  KBaJM(UIMPOBAHHBIX
pacxomoB, MpeAHA3HAYEHHBIX Ha YCIYry W HE
oombiie, yeM 1,5 Teicsia EBPO Ha ogHO X03s1HCTBO
(ITporpamma Pazsutus Censckux Teppuropuit, 2007
rona).

Uroro wa Ocp | mpenycMmaTpuBaeTcs
npenHa3HauuTh kBoTy 13,2 mmmmmapna EBPO,
npudyéM, MyOJUYHBIE  PAcCXOABl  ONPEENIEHBI

Ha ypoHe 7,2 mwmumapra EBPO (54,2%) n
YacTHBIE 3aTpaThl — Ha ypoBHe 6,0 MmmIHapaa
EBPO (44,2%). Cpenn 10 BHIOB AESITETBHOCTH,
3akmroueHHo B Ocm 1 ywactme OeHEPHUIIMAaHTOB
JIOJDKHO KacaTbes 4 BUAOB JIESATEIBHOCTH, B 3TOM
Hanbojee B TIpeneie yBEIWUYEHHUS IT00aBOYHOU
CTOMMOCTH  CEJIbCKOXO35IMCTBEHHONW IMPOAYKLUHU
(3,3 wmwmmapna EBPO) u  MoxmepHHU3amuu
cenbckux xo3giticte (1,8 mmmmapma  EBPO)
(Tabmuma 1).

OCb 2 «YnydiieHHe ecTeCTBEHHOM cpebl

U CeJIbCKUX TePPUTOPHID»

B pamkax Ocm 2, xacaromeiics cpensl,
npexycMoTpeHo 4 Buabl gestenbHOCTH. Cpenn
HUX [peo0Jajalollyl0 MO3MIHMI0 3aHUMAIOT IBa
BUJBI AEATEIBHOCTH, OXBATBHIBAIOLINE ITONIEPIKKY
XO3HCTBOBaHMS Ha TEPPUTOPHAX, HMEIOMINX
HeOIaronpusTHBIE YCIOBUAX X03siicTBoBanns OHB
[ONW] m mmatexu 3a CelbCKOXO3SHCTBEHHYIO

SIBIIIETCS TOBS3aHHOW C  HEMOCPEICTBEHHBIMU
JorataMu (OJHO 3asiBICHUE). BennmuunHa moMomu
cocrapiser ot 81,9 EBPO/rektap Ha TropHBIX
teppuropusix u 67,6 EBPO/rektap B HHM3MHHOU
3one. Ilomomp Hampasiena 10 750 ThICAY
OCHEPUIIMAHTOB, MPEACTABISAIONINX COOOM CBEIIIE
50% oO0mIero KOoJIHYeCTBA CEIbCKOXO035SHCTBEHHBIX

XO3SUCTB CTpaHBl W Ha TeppuTopuio 9,2
MWJUIMOHA  TEKTapoB 3eMENbHBIX YTOAHiA
(54,3 %).

Wnaue BBITJISLIISAT TUTATEXU 3a
CeJIbCKOXO035IHICTBEHHYIO cpeny, KOTOpBIC

OXBaTHIBAIOT 9 makeToB, AU(PPEpEeHINPOBAHHBIX
OTHOCHTEJIEHO XapakTepa M 00bEéMa BO3JIEHCTBHS.
DTH IIATEKH BIMJIAYUBAIOTCS B OITOBOM BHUJIE, KaK
BO3MEIIIEHHE 3a YaCTh IMOTEPSIHHBIX 3aTPaT, B CBSI3U
¢ COOJNIIOJICHHEM DPEKMMOB 3alIUThl €CTECTBEHHOU
cpenpl. OmneHWBaeMoe YHCIO OCHEPUIIMAHTOB
cocrasisger 200 ThICAY 3eMIENENBIEB U Kacaercs
10% 3emenpHBIX yroami crpanbel. OcranbHble
BUJBI JICATEIBHOCTH KacaroTcs JIECOHACAKICHUS
3eMENbHBIX YTOJNN U BOCCTAHOBJICHUS MTOTEHIIMATIA
JecoBorIecKoi mpoaykun. Oba Bu/a HalpaBJICHbI
Ha yBEJIMYEHUE JIECUCTOCTU CTPAHbI U JTOCTHIKEHUS
COCTOSIHMSL JIecOHacaxaeHuss Ha ypoBHe 30%
(ITporpamma  Pasutust Cenbckux Teppuropui,
2007). Ha pesTenbHOCTh HAaUYMHAHUA B pamMKax
Ocu 2 mpenycmorpeno 5,5 mumumapaa EBPO,
B »toM 24 wmwwummapna EBPO  (44,1%) Ha
MONEPKKY XO3siicTB  Ha Teppuropusx OHB
[ONW] u 2,3 mwwumapna EBPO (41,5%) nHa

cpeny. B mepBom ciyuae mpejocrapisiercs momomp  1aTERKI - 3a - CEIBCKOXOSANCTBEHHYIO  CPEAY.
B BHIE FOIOBHIX OITOBHIX IUIATEXKeH. DTa momomp (L A0THIA 2).
Tabmuma 2.
Pacxons! B pamkax Ocu 2 «YiyullleHHe ecCTeCTBEHHOH cpelbl H CeJIbCKUX TePPUTOPHIi»
B rogax 2007-2013 (B MU/1JIMOHAX €BPO)
[Tyonuuneie | YacTtHbIe [Tponent ¢
Crieniuuranust Y Hrtoro pont
pacxozsl pacxozsl Uroro

ITonneprxka X034KlCTB HA TOPHBIX TEPPUTOPUSIX U
JIPYTHX TEPPUTOPHUAX, IMEIOIIIX HEOIaronpusTHEIC 24487 - 24487 44,1
ycnoBus xo3siictBoBarnss OHB [ONW]
[Iporpamma cenbCKoX03s1CTBEHHON Cpeibl

porp ¢ pen 23038 - 23038 415
(ITmaTexxw 3a cenbCKOXO3HCTBEHHYIO CPEeLy)
JleconacaxIeHuUs Ha CEITbCKOXO3SHCTBCHHBIX
TPyHTaX, a TAK)KE JIECOHACAKACHUS HA IPYTUX, YEM 653,5 - 653,5 11,8
CEITECKOXO3SICTBEHHBIX
BoccranoBnenune noreHimata JecoBoueCKOi
MPOYKIINH, YHUYTOXKEHHOTO KaracTpodamu u 140,0 - 140,0 2,6
BBCJICHHE MPCBEHTUBHBIX HHCTPYMCHTOB
Bcero 5546,0 - 5546,0 100,0

Ucrtounnk: PROW na 2007-2013 rozxa.
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Tabmuma 3
Pacxoas! B pamkax Ocu 3 «KayecTBO KH3HH HA CeJIbCKUX TEPPUTOPUAX U
audpepeHnnanus ceabckoii 3koHoMukm» B 2007-2013 rogax (B MJIH. €BPO)
Criemnurans [TyGmianbIe YactHble Hroro IIpouent
pacxombt pacxombt ¢ Uroro
Juddepennmariys B HanpaBICHUN 345,6 345,6 691,2 14,4
HECEeJIbCKOX03UCTBEHHOM JIEATEIIBHOCTH
Co3naHue 1 pa3BUTHE MUKPO-TIPEATPUATHI 1023,6 1023,6 20472 42,7
OCHOBHEBIC YCITyTH IS CETbCKON SKOHOMUKHI 1471,4 - 1471,4 30,6
Y HAaCeJICHHUS
Bo3o0HOBNCHNE 1 pa3BUTHE JEPEBEHB 589,6 - 589,6 12,3
Bcero 3430,2 1369,2 4799,4 100,0

Hcrounnk: PROW na 2007-2013 roapl.

OCb 3 ,KauecTBO KM3HHM HA CEJIbCKHX
TEPPUTOPHUSAX U audpepeHuanust
JepeBeHCKOIl IKOHOMUKH

Ocr 3 HampaBieHa Ha KadecTBO >KM3HH Ha
CelbCKUX  TeppuTopusix. Llembio  aesTenbHOCTH
sBIseTCS MU PEepeHINAIS CeIbCKOX03HCTBEHHON
JIeITENIbHOCTH, 4epe3 KOTOPYIO JKHTENU OyIyT
CTPEMHUTBCA K TOMCKaM HECEeIbCKOXO3HCTBEHHBIX
HNCTOYHHKOB JI0X0/a, a TakKe K IPOMOIHHA
3aHSITOCTH BHE CEJIBCKOI'O XO3SCTBA HA CEJILCKUX
teppuropusix. C  [eNpl0  JOCTHKECHHS  OTOU
3aja4i ObLJIO yCTaHOBJICHO 4 BHJA JIESATEIBHOCTH,
HauOoJpIIee 3HAYCHWE B HSTOM HAINpPaBICHO Ha
CO3JJaHMEe M pa3BUTHE MHUKpoO-tipeanpusituid (2,0
muwnnapaa EBPO), a Taxke Ha OCHOBHBIC YCIyTH
JUII OKOHOMHKH U celbckoro HaceneHus (1,5
mummapaa EBPO). OnenuBaercs, uTo B pamKax
JEeSTeTHPHOCTH N PEepeHINPOBAHNS B HAITPABICHUN
HECEIbCKOXO3IHCTBEHHOH  JICSTENBHOCTH, OyZAeT
OXBA4YE€HO OKOJIO 20 TeICIY 3eMIIEIEIBIEB, a
rmoMoms uMeeT (hopMy BO3BpaTa YacTH PACXOJOB
KBaNMM(UIMPOBAHHBIX omepanuii. MakcumasnbHas
BEJIMYMHA ITOMOINHM, TIPEIOCTABISIEMON OJHOMY
OcHe(UIMAHTY, HE MOXKET MPEBBIMIATh 25,6 ThICSY
EBPO (100 TbICSIY 3JIOTBIX) U HE MOXET OBITh
Bbiciias, uyeM 50% 3artpar. B cinyuae mukpo-
NPEANPUSTHH, TOMOIIb TPEIOCTABIISIETCS MO TIOBOY
WHBECTHIINH, CBSI3aHHBIX C ITHMHU TPEIIPUSTHIMA
u Bo3pactaer ¢ 25, 6 teicsu EBPO (100 TbICSY)
mo 76,8 teicsta EBPO (300 Thicsd 35I0TBIX). DTO
(dopma moMomM TOXKE HMMEET XapakTep BO3Bpara
YacTH PacXOJ0B KBATU(QHUIMPOBAHHBIX OMEPALHIA.
WHave BBITTISANT €TI0 B CITydae JBbIOT JUISl CEIbCKON
OKOHOMHUKHM ¥ HacelleHusl. beHepuumnantoMm MoOXer
OBITh TMUHA WIH YYPESKICHUE TEPPUTOPHATHHOTO
camoymnpasinenus. [Tomonrs nmeer Gopmy Bo3Bpara

IMHUHE MOXET COCTaBUTh 4 MHJUTMOHA 3JI0THIX Ha
MPOEKThI B O00JACTH BOJHO-CTOYHOW 3KOHOMHKHU
U 3 MHJUTHOHBI 3JIOTBIX Ha MPOEKTHI, CBSI3aHHBIC
C TPOU3BOJCTBOM DHEPIHMHM M3 BO300HOBIISIEMBIX
nctoynnkoB (IIporpamma PasButua Cenbckux
Teppuropwuii, 2007).

B cyme, Ha gesrensHOCTh B pamikax Ocu 3
3ammanupoBano 4,8 muumapaa EBPO, B atom
yOJIMYHBIE 3aTpaThl COCTABISIOT 3,4 MuIUTHapna
EBPO (71,5%) n gactuble 3aTpatsl 1,4 Mmmapaa
EBPO (28,5%) (Tabnumna 3).

HesiteabHoctTh OCH 4 -

[LEADER]

Ocw «Jlugep» [Leader] mommepkuBaer, Mpexie
BCEro, peanu3aluio Iened, 3akmodéHHbpx B Ocu
3. Lenpio 3TOW MOAMEPKKH SIBISIETCS JaNbHEUIee
YKperieHne 00IIeCTBEHHOTO KalmuTajla Ha CeIbCKUX
TEPPUTOPUAX, YEPE3 MPOMOLMIO HMAYIIUX CHHU3Y
WHHUIIMATUB, AKTHBU3AaILIUIO JKUTEIEen JACPEBCHDb
B TMOJI3y MECTHBIX OOIEecTB, a Takke OoOMeH
HAaWITydIIUX TpakTuK. Peammzamus nemm Jlumep
[,,Leader”] omumpaercs Ha co3gaHuio MeCTHBIX
I'pynn estenbHoCTH, TAPTHEPOB U NIPEACTABUTENIEH
TpEX CEKTOPOB: MyOIMYHOTO, HKOHOMHYECKOTO
u  OOIIECTBEHHOTO. YPOBEHb (DMHAHCHPOBAHMUS
STUX HAYMHAHWUHN SIBJISIETCS CAMbIM HH3KUM cpean
Bcex Tened msydaembix Oceii u cocraBiser 1,1
vurapaa EBPO, koTopbie CKOHIIGHTPUPOBAaHO Ha
TpEX BUAAX ACATEIFHOCTH. DTy BEIUYHHY OTpa)kaeT
Tabnwma 4.

JUJIEP

CpaBHelme pacxoaoB MEKAY OCAMU
Ananmusupys Bce OcH, KOTOpbIE 3aIUIAHUPOBAHO

21t peanuzaryu B reuenue jiet 2007-2013, mpuxoaum

K BBIBOIlY, YTO IEJIECOO0Pa3HBIM U MPOyMaHHBIM

YacTH 3aTpaT KBaIM(UIMPOBAHHOTO IIPOEKTa.  CIIOCOOOM HE CTPEMHUMCS K CO3JAHUIO OJAMHAKOBOTO
MakcumanbHasi BEJMYMHA ITIOMOINM B OJHOW  YPOBHS IOLACPKKH ONpPENENEHHBIX HayMHAHMI,
Economic Science for Rural Development Nr. 19., 2009 137

ISSN 1691-3078



A. Muyxesuu, b. Muyxesuu

Xapaxkmepucmuxa oeticmsuti 6 pamax Il kononHvl odbuyet

cenvbekoxosicmeennol nonumuku 6 2ooax 2007-2013

Tabmwnma 4.
Pacxonst B pamkax Ocu 4 Ha 2007-2013 roap! (B MHJIJIHOHAX €BPO)
Criemnurans [Ty6miranbIe YacrtHble Hroro [Ipouent
pacxozis pacxosisl ¢ Uroro
Buenpenune MecTHBIX CTpaTeruii 620,5 403,1 1023,6 86,0
pa3BUTHS
BrenpeHue npoeKkToB COTpyIHUYECTBA 15,0 - 15,0 1,2
OYHKIIMOHUPOBAHUE MECTHOH TPYIIIHI 152,0 - 152,0 12,8
JIeATETbHOCTH, MPHOOPETEHNEe yMEHUIT 1
AKTUBHU3ALIN
Bcero 787,5 403,1 1 190,6 100,0
Hctounux: PROW na 2007-2013 roas!.
Tabmuna 5.
CpaBHeHHe pacxo10B MeKAy oTAeabHbIMH OcsAMHU (B MIJIJIMOHAX €BPO)
Criermpukanms Tlybmramsie YacTHBIE pacxo/sl HUtoro Hpouen ¢

pacxoznbl Hroro
Oco | 7 187,5 6 070,2 13 257,7 53,5
Ocs 2 5546,0 - 5546,0 22,3
Ocs 3 3430,2 1369,1 4799,3 19,3
Ocs 4 787,5 403,1 1190,6 4,9
Bceero 16 951,2 7 842,5 24 793,7 100,0

Uctounuk: PROW Ha 2007-2013 rogsi.

HO ckopee K jauddepeHuManuy (GUHAHCOBBIX
cpencts. PemmrensHo mepBoe mecto 3aHstta Och
1, xoTOpasi ABJISETCSI OTBETCTBEHHOW 3a TITyOOKYIO
PECTPYKTYpPHU3ALHIO CEIIbCKOXO03SIHCTBEHHOTO
CEeKTOpa, 3a YJIYy4IIEHHE KOHKYPEHTOCIOCOOHOCTH
CEeIIbCKOTO XO3HCTBa, a TaKKe 3a TO, YTOOBI
CIPaBUTbCI ~ C  PAaCTYIIMMH  TpeOOBaHHUSIMHU
coo0lecTBa TOJ JaBJICHHUEM OCTAlbHBIX CTpaH
EBponeiickoro Coro3a. B cBoro odepens, MeHbIe
BCEX TMpexycMoTpeHo cpeactB it Ocu 4
(Tabanma 5).

Obpamaer BHUMaHHE (AKT, YTO TPOIIOPIIIH
HyGHI/I'{HI)IX pacxoJoB K 4YaCTHbBIM COCTaBJIAIOT,
kak: 1,0 : 2,2, 9T0 03HAYaeT MOTPEOHOCTH BBICOKOTO
BOBJICUCHUSI 3EMJIEICIIBIIEB B IpoIecc (GOPMHUPOBAHUS
CeNbCKMX  TeppuTopuil.  HoBble  mpuHIMIIBI
MporpaMMHpOBaHUs W ¢uHaHCHpoBaHHI PROW
Ha nepuox 2007-2013 romoB AaayT BO3MOXKHOCTh
MIPOBECTH YHU(UKALWIO W YIPOCTUTH BHEAPEHHS
JIeSITENIbHOCTH TIO/IJICPIKKH, & TAKIKE MOHUTOPOBaHHE
1 KOHTPOJIb 3aTpar.

BaxHbpIM BOmpocoM sBIISIETCSl Takxke (akT, Kak
9TH CpeJcTBa OBUTM pacrpeesieHbl Ha OT/ebHbIC
TOABI, TaKk KaK 3TO HW300pakacT BO3MOKHOCTH
peanu3anuM  3a1ad  3eMIIe/IeNIbliaMHu, ITIPUHUMAs
BO BHHMMaHHE CpPOK NpHOOpeTeHHs (UHAHCOBON
MOJJIEPKKA ¥ COOCTBEHHOT'O BOBIICUCHHsSI. Y POBEHB
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MOACPKKH B KaKIOM IOy OCTaéTCs Ha TOXO0XKEM
ypoBHe u konebnercs ot 2,0 mmwmmmapna EBPO mo
1,8 mumuapaa EBPO. B cBoro ouepenp, Kaxablid
roji OIO3JaHUs OCa0IsIeT TEMI MOICPHHU3AINN
CEJIbCKOXO3SHUCTBEHHBIX XO3AHUCTB W 3aTPYAHSCT
NpuONIMKCHUE K CTaHgapTaMm, OOS3bIBAIOIIAM B
EBpomneiickom Coro3e.

3akJI0YNTEeIbLHBIE 3aAMeYaHus]

[Iporpamma Passutua Cenbckux Teppurtopwii
Ha nepuoj 2007-2013 rogoB oxBaThiBaeT 21 BUIOB
JIESITETFHOCTH, 3aKIIOYEHHBIX B 4-X NMPHOPUTETHBIX
ocsx. B mporpammy He BKIIIOYEHO JESTEIBHOCTH,
CBSI3aHHOH C ITOAJIEP’KKOM HU3KOTOBAPHbIX XO35UCTB,
koropyto EBponelickas Komuccuss mnogHumer B
nos3zaHelmemM cpoke. KoHcTpykuus mporpammsl u
BBIJIENICHUE COOTBETCTBYIOLIMX BUIOB ACATENBHOCTU
ormpaercss Ha pacnopsokenun Cosera (WE) ¢
2005 roma OTHOCHTENBHO MOJACPKKH CEIBCKHX
teppuropuii EBponelickum CenbckoX03sHCTBEHHBIM
®ongom ans Paszsutus Cenbsckux  Tepputopuit
(EFRROW).

Peanu3oBanHas B HacTosIlee BpeMs Mporpamma
CONICPXKUT 7-M TOJOBYIO TEPCIEKTUBY BpPEMEHH,
I 1O OTOMY TMOBOJY SABISIETCA aIpECOBAHHON
K OoiplieMy KOJMYECTBY 3eMJile/elblieB. B
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peanu3anyy MpOrpaMMBl, PAIOM C 3eMIICIETbIIaMH, J]nTepaTypa
1.

YYacTBYIOT JIpyTH€ 3KOHOMHYECKHE CYOBEKTHl H
YUpEKIACHHS MECTHOTO CaMOyIpaBlieHHA. B cBere

Pogram Rozwoju Obszaréw Wiejskich, 2007,
Ministerstwo Rolnictwa i Rozwoju Wsi.

IOPUINYECKUX PETYIUPOBOK, BEAOMCTBO CelIbCKOro 2. Rozporzadzenie Rady (WE) z dnia 20 wrze$nia

XO3sCTBA MCIMONHAET (YHKIUIO YIPABISIOMIETO
YUpeKACHUSA, a ATEHTCTBO PecTpykTypwzauuum u

Monepuuzarmn Cenbckoro Xo3gicTBa, HE3aBUCUMO rzecz Rozwoju Obszarow Wiejskich.

OT CyOBEKTa, YYacTBYIOIIETO
HCIIOJIHSCT POJIb KOHEYHOI'O

COCTOSIIIICTO B YTBEPKIACHUN
MOPYYCHUH, BEACHHUIO OyXTalTepCKUX
NPOUCIIECTBUM U COCTaBJICHUIO

pamnopToB.

3arnucen
KOHCYHBIX

Rozwoju Obszaréw Wiejskich.
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2005r. w sprawie wsparcia rozwoju obszaro6w
wiejskich przez Europejski Fundusz Rolny na

nporpamMme, 3. Strategia Rozwoju Kraju, 2006, Ministerstwo
Oeneduumanra, Rozwoju Regionalnego.

mwiatéxubix 4, Ustawa z dnia 7 marca 2007r o wspieraniu
rozwoju obszarow wiejskich z udziatem srodkow
Europejskiego Funduszu Rolnego na rzecz
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Abstract

It is not uncommon in Russia that agricultural supply cooperatives as well as marketing cooperatives are
instituted by governmental authorities, and agricultural producers are invited to join these cooperatives. Golovina
and Nilsson (2009) present an empirical study among members and potential members of such cooperatives,
mainly newly established. The data were collected within Kurgan region in early 2008. The findings say that the
respondents rank low in terms of attitude towards cooperatives, involvement, trust in colleagues and partners,
and view on participation in the governance. The present study investigates whether the fact that the producers
have got more experience with cooperatives might improve their views of cooperatives. It is based on the
data from the same sample of producers, though collected in late 2008. The findings show, however, that the
agricultural producers have become more negative. They are also unwilling to invest and have poor awareness

of cooperatives.

Key words: Russia, transition agriculture, cooperatives, socio-psychology, learning.

Introduction

During the past years, especially since 2005,
the Russian government considers agriculture as
a prioritized branch of the economy. Favourable
climatic conditions and extensive land resources
provide good prospects for successful development
of agriculture. There are, however, large problems
in terms of poorly functioning market mechanisms,
both when the agricultural producers are buying
farm inputs and when they are selling their products
(Ioffe and Nefedova, 2001). The federal and
regional administrations have during the project
“Development of Agro-industrial Complexes” tried
to solve those problems by initiating a process of
establishing supply and marketing cooperatives in the
agricultural sector. The duration of this project was
two years (2006-2007), but from 2008 the project
continues, transformed into the “State Program of
Agricultural Development in 2008-2012”. One of
the results of these initiatives is the establishment of
new agricultural cooperatives in all regions of Russia
including Kurgan region.

It is not uncommon in Russia that agricultural
cooperatives are established by governmental bodies.
Top-down organised cooperatives are, however,

1

contrary to historical and international experiences
as well as to the common theoretical understanding
of cooperatives. Russian agricultural administration
has much experience in the implementation of similar
projects (Franks and Davydova, 2005). As a rule,
such campaigns break down after initial reports about
the large achievements that should be made.
Centralised cooperative establishments are
interesting from a theoretical perspective, as top-
down organised cooperatives are rare in cooperative
history. The issue is important also from a practical
point of view as the need for supply cooperatives and
marketing cooperatives in the Russian agriculture
may be considered to be urgent (Gardner and Lerman,
2006; Golovina and Nilsson, 2009). The present
study is devoted to an investigation of one aspect
of such cooperatives. It aims at exploring whether
the agricultural producers may become veritable
co-operators when they are learning and getting
skills after they have joined a top-down organised
cooperative. If such a progress takes place, these
cooperatives may develop into effective vehicles for
farmer interests. Without such results, the agricultural
producers will remain passive and alienated, and
the cooperative firms can hardly be very valuable

The authors are thankful for generous funding from Swedish Institute, which made it possible for Svetlana Golovina

to conduct this study. Professors Bo Ohlmér and UIf Olsson, Swedish University of Agricultural Sciences, Uppsala, have
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for them. For the sake of clarity it should be noted
that production cooperatives are not included in this
study.

This paper is structured as follows. Background
information about the establishment of top-down
organised cooperatives is presented next. An account
of the theoretical framework follows, ending up with
the identification of variables for the empirical study
as well as hypotheses. The following section presents
methodological issues concerning data collection
procedure and methods. Subsequently, the results
of the empirical study are presented, followed by
conclusions and suggestions for further research.

1. The process of

establishment

The procedure of establishing cooperatives by
agricultural government is rooted in the Soviet
traditions. The heads of the regional agricultural
administration make agreements with the federal
administration about the creation of cooperatives in
the rural areas. Planned figures are often quite high
for many regions. Thus, no less than 48 agricultural
cooperatives were planned to be established in
Kurgan region but only 21 were actually created.
The regional administration established contacts with
the districts’ rural administration offices in the same
way. Kurgan region consists of 24 districts. However,
some heads of administration offices in the rural
districts did not share the opinion about the timeliness
and soundness of the governmental decisions. They
assert that the cooperative campaign will soon fail,
and the members will become disappointed and
lose even more faith in cooperation. The regional
government blames inactivity at the district level, and
as a result, cooperatives have been created in almost
each district.

Apart from the fact that formalism has been
inherent in the cooperative campaign the rural
administration has made serious attempts to
disseminate information about the advantages of
agricultural cooperatives and the principles of
cooperation. Furthermore, administration offices
made efforts to help newly established cooperatives
solve financial and organisational problems. Hence,
130 district seminars and more than 200 rural
meetings about cooperation were organized in
Kurgan region during 2006. A problem was that the
specialists of the regional administration have limited
knowledge on modern cooperatives, for example,
of different organisational arrangements. They
advocated for only one model, namely traditional
cooperatives, which is characterised by unallocated
equity, collective decision-making, equal treatment,
and other cooperative principles. A traditional

cooperative

cooperative is, however, not necessarily the best one
on the existing socio-economic conditions.

The agricultural producers in Kurgan region
are in a difficult situation. On the one hand, socio-
psychological factors cause difficulties for agricultural
cooperative development; on the other hand, existing
monopolistic structures in the sphere of agricultural
product processing impede profitable functioning of
the agricultural producers (Franks and Davydova,
20006). Processing enterprises do not want to work with
the products of small individual farmers because of
poor quality so they prefer imported primary products.
Furthermore, their price policy is unfavourable for the
agricultural producers. On such conditions it would
have been valuable for the agricultural producers to
have well-functioning cooperative firms. There are at
present 21 newly established agricultural cooperatives
in Kurgan region but these are extremely small. Only
158 producers, most of them individual farmers,
have decided to be members of the new cooperatives
(Golovina and Nilsson, 2009). Small cooperatives
can, however, not realize the main advantages of the
traditional cooperative model, especially economies
of scale. So, they are weak in relation to the strong
corporate processors.

In an overview of cooperatives in the agricultural
sectors of the former communist countries Gardner
and Lerman (2006, p. 15) say that marketing and
supply cooperatives are ...

«

. important in farmers’ estimation when they
see themselves as being exploited by monopoly
or monophony power among businesses that
sell products to them or buy from them, and it is
important in fact when perceptions of exploitation
are accurate. It seems highly likely that such
market failures exist in the economic environment
of the transition economies, where former State
monopolies have been transferred to private hands,
and in this respect farmer-owned cooperatives can
be useful in fostering competition, or in some cases
hastening the creation of selling and buying channels
which have not yet arisen in the transition.”

The governmental campaign of intensive
agricultural cooperative creation was completed by
mid 2008. The regional administrations reported
about the number of new cooperatives to the federal
executives. They did, however, not conduct any
analyses which could indicate what the future might
be for the newly established cooperative and for
agricultural cooperation in general.

2. Theoretical framework

Preconditions for successful cooperatives
Cooperatives exist because their members
want to reap benefits when they are making use of
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the cooperatives’ services. The members could be
buyers of goods or services (supply cooperatives),
sellers of goods or services (marketing cooperatives),
employees  (labour  cooperatives),  borrowers
(credit cooperatives), etc. The cooperatives that are
investigated in this study are supply cooperatives
and marketing cooperatives, and the members are
agricultural producers, most of them producers of
dairy and meat.

In Russia, there are three types of agricultural
producers (Bezlepkina, I. et al., 2004; Rylko and
Jolly; Sazonov and Sazonova, 2005, 2005; Uzun,
2005):

—  Agricultural enterprises: former kolkhozes
(collective farms) and sovkhozes
(Soviet  farms), now transformed into
production  cooperatives and  corporations
(Epstein 2003).

—  Peasant farms: often family farms producing
mainly for markets.

— Individual farms: small private farms, organised
by rural dwellers (irrespective of occupation)
who produce products mainly for self-sufficient
food production but partly for sale;

All of these may be members of cooperatives, and
hence they are all included in this study. It should
be noted that the concept of farmer applies only to
the second and third category, which means that
the concept of agricultural producer is used in this
study. In the beginning of 2006 Kurgan region had
375 agricultural enterprises, 1973 peasant farms
and 190,000 individual farmers. Their average
acreage was 6464 hectares, 93 hectares and 1.1
hectares, respectively. Their share of the gross
output of agriculture was 32.2 %, 7.3 % and 60.5 %,
respectively.

If the members should get benefits from their
cooperatives when they are doing business with
these firms, the cooperatives must be controlled by
the members, and therefore the members must have
ownership to the cooperatives. These three member
rolesmustcoincideinall cooperatives—user, controller
and financier. This is to say that cooperatives by
definition are grass root organisations. Against this
background the Russian procedure of governmentally
organised cooperatives is remarkable.

Nevertheless, there might be a rationale for top-
down organised cooperatives — without governmental
interference the development of agricultural
cooperatives might be even slower than it is today.
Perhaps the social and socio-psychological attributes
of the agricultural producers are such that they
would not organise any cooperative on their own
initiative, and a top-down organized cooperative

142

may be better for them than no cooperative at all.
It cannot beforehand be excluded that top-down
organised cooperatives might create some prospects
for agriculture in transition economies.

A precondition for a top-down organised
cooperatives to be of value for their members is
that the members at a later point of time get better
attitudes, become involved, gain trust in colleagues
and partners, and strengthen their belief in cooperative
governance. Perhaps the agricultural producers could
learn how to become true cooperative members,
such that they will govern the cooperative in such a
way that they benefit from their membership. If this
process does not take place, the cooperatives will
fail.

Also the opposite chain of reasoning may
be claimed. The fact that governmental bodies
establish cooperatives may have the effect that the
agricultural producers get weaker incentives to
establish cooperatives by themselves. Further, given
the international and historical experience from
cooperative establishments, it is likely that the top-
down organised cooperatives will not be successful,
and if so, the agricultural producers will get even
weaker incentives so establish cooperatives in the
future.

Anyhow, there are good reasons to study various
aspects of centralised establishments of cooperatives;
preconditions, procedures, outcomes and prospects.
The focus of this study is on the members’ eventual
learning to become active and involved members of
cooperatives. Hence, the concept of learning should
be clarified.

Learning to become good members

Learning may occur when an individual gets
stimuli which are processed in the individual’s mind,
whereby the existing cognitive structureistransformed
to a certain degree (Myers, 2005; Solomon, 2006).
Whether a learning effect is realized is dependent
upon how the individual’s cognitive structure is
composed when the stimulus arrives. This means that
learning takes place successively. For a stimulus to
result in learning, the individual’s existing cognitive
structure must contain elements which are related to
the new message such that the new message can be
linked to the existing cognitions.

In many cases the new message may be so different
from the individual’s existing cognitive structure
that defence mechanisms prevent any learning. One
type is selective exposure, which means that the
individual does not notice information that does not
fit in the existing structure. Another one is selective
retention, which is that the individual unconsciously
remembers only what is considered to be relevant.
Other such defence mechanisms which protect
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individuals from unwanted information are selective
distortion, selective information retrieval, and
selective information search as well as generalisation
and discrimination.

These defence mechanisms have the effect of
preserving cognitive consistency in the individual’s
mind, i.e., the existing elements in the individual’s
cognitive structure should be linked to each other,
thereby supporting each other. Cognitive dissonance
is experienced to be quite discomforting. In extreme
cases an individual might even be struck by a mental
illness, if he or she is forced to accept a new piece
of information, which does not fit with the existing
cognitive structure.

The way how the stimuli arrive to the individual
is of great importance. The most effective learning
is the one where the stimuli arrive through personal
experiences. Such stimuli are more difficult to avoid
and reject, i.e., the defence mechanisms are less
preventive. Stimuli that come to the individual from
other anonymous individuals can easily be locked
out, ignored and rejected, if they pose a threat to
the individual’s cognitive consonance. When the
individual is listening to somebody else, is reading or
watching, he or she may interpret this information as
being unreliable, and the source may be thought of as
not trustworthy.

The situation is different when the source of
information is other persons, with whom the individual
has personal relations — the so-called significant
others. The social relations mean that the information
is considered more trustworthy and important. Such
information becomes even more important for the
learning if the information becomes processed in the
individual’s mind through discussions.

It is evident that when the individual considers
the new piece of information to be undesirable, his
or her view of the phenomenon that the information
describes will be poorer, and vice versa. The
relationship is, however, not linear. When a stimulus
is quite weak there will be no reactions at all. For
a reaction (learning effect) should take place, the
stimulus should have a minimal amount of newness.

There are a few conclusions from this digression
about learning theory. One is that the agricultural
producers who are cooperative members have
reasonably gone through some learning about
cooperative business after they first became members.
They have made experiences by themselves, and they
have probably talked to others about these experiences.
Hence, their views have reasonably changed.

A second conclusion is that the agricultural
producers do not necessarily get better views of
cooperatives due to the experiences they make during
their membership. The result may also be the opposite.
If the experiences are considered to be negative, the

attitudes are due to be poorer. The same effect may
occur also if the experiences are ambiguous. If so,
the agricultural producers are likely to exaggerate the
negative experiences and underestimate the positive
ones.

Third, how the agricultural producers change their
views due to their experiences is much dependent
upon which views they held at the outset. If they were
relatively skeptical when they joined the cooperative,
they might thereafter have selected bad information,
distorted relatively good information, remembered
the problems, etc. For a process towards democratic
control in the interests of the member to be successful,
it is necessary either that the new experiences are
inarguably positive so that the defence mechanisms
are overcome, or that the producers had at least some
positive views such that slightly good experiences
may be positively assessed. If the members do not
at the outset have at least some knowledge about
cooperatives they will hardly learn more about
cooperative business. Similarly, they must have at
least some involvement, at least some willingness to
invest, at least some sense of democratic participation,
etc. otherwise they will not learn how to become
good members.

Members’ degree of cooperative orientation

A study of members’ learning to become co-
operators must comprise variables that are basic for the
members’ behaviour in relation to the cooperatives.
Several prior studies have investigated cooperative
members’ attitudes, opinions, trust, choice, solidarity,
involvement, and many other socio-psychological
and behavioural constructs (Cain, Toensmeyer and
Ramsey, 1989; Burt and Wirth, 1990; Wadsworth,
1991; Fulton and Adamowicz, 1993; Misra, Carley
and Fletcher, 1993; Zusman, 1993; Gray and Duffey,
1996; Gray and Kraenzle, 1998; Richards, Klein and
Walburger, 1998). This study must reasonably be
based on partly the same variables.

The following six variables are chosen. It should
be noted that there are uncertainties when these are
linked to previous studies, as these often relate two or
more variables to each other.

(1) The members’ assessment of the value of
cooperatives. This is the most basic variable in
the sense that it represents the raison-d’étre of
cooperatives. It has appeared in various shapes in
prior research. Misra, Carley and Fletcher (1993)
identified factors related to members’ view on
cooperatives. Hakelius (1999) investigated members’
values. Nilsson, Norell and Kihlén (in press) focused
on members’ satisfaction.

(2) Members’ view on conducting business with
their cooperatives. This and the following two
variables relate to the three roles that cooperative
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members have, i.e., as users, controllers and owners.

Especially the issue concerning farmers’ choice

between a cooperative and an investor-owned business

partner has caught the interest of many researchers

(Bravo-Ureta and Lee, 1988; Jensen, 1990; Klein,

Richards and Walburger, 1997; Zeuli and Betancor,

2005; Lind and Akesson, 2005; Bhuyan, 2007,

Enander, Melin and Nilsson, in press).

(3) Members’ view on participation in the
governance of their cooperatives. Even though
member control is essential for a cooperative to
work in the interests of the members relatively few
studies have be devoted to this very issue. Laursen
(2005) shows that the farmers consider themselves
to be strongly influential. Osterberg and Nilsson
(2009) found members’ willingness to participate
in cooperative governance to be the single most
important explanation to member satisfaction.

(4) Members’ view on investing in their
cooperative. Members’ view on cooperative finance
is another field with limited research. Fahlbeck
(2007) found that farmers have a strong preference
for unallocated equity. Robinson and Lifton (1993)
demonstrated that farmers hesitate to invest in newly
established cooperatives.

(5) The members’ trust in each other and in the
cooperative. Numerous prior studies of members’
relationship to their cooperatives include trust
(Lasley and Baumel, 1996; Borgen, 2001; Hansen,
Morrow and Batista, 2002; James and Sykuta, 2005;
James and Sykuta, 2006; Osterberg and Nilsson,
2009). To the extent that trust is low, the result will
be that members hesitate to invest in the cooperative,
and they refrain from participating in the governance.
There is no room for solidarity and social cohesion
so the members will not do much business with
the cooperative. Hence this variable is crucial in a
cooperative context.

(6) The members’ knowledge about cooperation.
Members” knowledge on cooperative firms,
cooperative principles and cooperative work is not
investigated in any prior study. As these studies have
been conducted in the North America and in the
Western Europe, such a variable would be superfluous
whereas in a Russian context it is highly relevant.

The constructs and the question for each of the six
variables are as follows.

X,  Assessment of the value of cooperatives: “1
think that cooperation is important for effective
functioning of farmers (producers) nowadays
and in the future”;

X View on conducting business: “All members
have to be involved in transaction with a
cooperative as much as possible”;

X View on participation in the governance:
“Participation in democratic management
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is very important for effective functioning

of cooperative and I am ready for this

participation”;

View on investing: “1 wish and I am ready to

invest money in cooperative activity”’;

X Trust in colleagues and partners: “1 trust my
partners and think that they are reliable for
collective activities and cooperation”;

X Knowledge on cooperation: “1 have full
information on the functioning of cooperative,
main cooperative principals and the role of
members in the cooperative organisation”.

Four of these six variables presented above
(X, X,, X, and X,) are found also in Golovina and
Nilsson (2009) who conducted a survey among
agricultural producers in Kurgan region of Russia.
Among the 158 members of a variety of supply and
marketing cooperatives, 141 were interviewed, which
corresponds to a response rate of 89 %. Interviews
were also carried out with a random sample of 786
non-members (potential members). This group of
respondents consisted of 111 managers of small
agricultural enterprises, 452 owners of individual
farms, and 223 peasant farmers, with response rates
of 83 %, 79 % and 80 % in each group, respectively.

The data collection took place in February, March
and April 2008. The data were collected by one of
the authors and 21 of her students through personal
interviews, by phone and through mail. A question
guide or a questionnaire was used, containing
identical questions.

The survey comprised of four socio-psychological
constructs, which were measured with one question
for each. All variables are graded according to a
Likert scale, ranging from 1 to 6, where 1 is “strongly
disagree”, 2 is “disagree”, 3 is “weakly disagree”, 4
is “weakly agree”, 5 is “agree”, and 6 is “strongly
agree”.

The findings from Golovina and Nilsson (2009) tell
that the respondents rank low in terms of assessment
of cooperatives, willingness to conduct business, trust
in colleagues and partners, and view of participation
in the governance. Trust has the largest contribution
to the prediction of farmers’ propensity to participate
in agricultural cooperatives. A low level of trust in
agricultural communities impedes the cooperative
development in Russia, more than any other factor.
However, also the other three variables are important
for farmers’ poor view of cooperatives.

Other results from the Golovina and Nilsson
survey are as follows. Half (49%) of the respondents
express a negative attitude towards cooperation;
whereas 9% “strongly agree” with a statement about
the important role of cooperatives for agriculture.
Less than half (44%) of the producers are ready to do
business with cooperatives, but 56% are not prepared
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to do so. Trust is the most hampering factor for
cooperative development as 82% of the interviewees
distrust their colleagues and fellow-villagers or just
“weakly agree” that their partners are reliable for
collective action and cooperation. One-quarter (26%)
of the potential and present members are aware of
democratic institutions in economic and social life and
one-third (32%) know about cooperative principles.
The willingness to invest in a cooperative is no better
as more than one-quarter (28%) of the producers are
prepared to do so.

The conclusion from the prior study of cooperative
members in Kurgan region is that it is not possible
to tell beforehand whether the preconditions for
improved view of cooperatives may follow after
the agricultural producers have got more experience
from their membership. It is certainly true that the
members’ socio-psychological states are not good,
but they may perhaps be good enough. Even though
the members are negative, it may be that they are
eager to improve the situation. At least they have
joined a cooperative, reasonably in the hope that this
will improve their living conditions.

Hypotheses

On the basis of the discussions above the following
hypotheses are put forward:

H, The members of the agricultural cooperatives
get better views of cooperatives as they get more
experience from their cooperative membership;

H, The members of the agricultural cooperatives
get poorer views of cooperatives as they
get more experience from their cooperative
membership.

The concept “view” should be interpreted as
multifaceted, comprising all the six variables, which
are essential for cooperative success according to
the account above: “Assessment of the value of
cooperatives”, “View on conducting business”,
“View on participation in the governance”, “View on
investing”, “Trust in colleagues and partners” and
“Knowledge on cooperation”.

3. Methodological issues

Data collection

In order to test the hypotheses a second survey
must be conducted among the cooperative members
in Kurgan region, parallel to the one conducted by
Golovina and Nilsson in early 2008. One difference
is that Golovina and Nilsson (2009) report only four
of the variables while all the six variables mentioned
above are included in the present study. To get best
possible comparability the same questions should be
put to the same respondents. So the questionnaire

Economic Science for Rural Development Nr. 19., 2009

ISSN 1691-3078

contains the same questions and is identical in all
other respects.

Except for the six questions, each of which
corresponds to one of the socio-psychological
constructs, also two other questions were presented
to the respondents. One concerns the respondents’
“diagnosis” about why agricultural cooperatives
have such a poor development in Kurgan region.
The respondents were asked to choose among nine
predefined options. The other question concerns
the respondents’ degree of satisfaction with their
cooperatives. The latter question should be answered
on a six-graded scale from “very dissatisfied” to
“very satisfied”.

The Golovina and Nilsson (2009) survey
comprised both existing members and potential
members. As the aim of the present study is to
explore whether the agricultural producers may
become veritable co-operators when they are learning
and getting skills after they have joined a top-down
organised cooperative, only current members should
be inquired. It does not make sense to include potential
members in this study as these have not made any
experiences from cooperatives.

The data were collected in September and October
2008 in the same way as in the data collection round
that was conducted in February, March and April. One
of the authors and a group of her students conducted
personal interviews with the cooperative members.

The respondents were the same sample of
members of agricultural cooperatives as in the
first data collection round. A question guide or a
questionnaire was used, containing the same set of
questions. Members of agricultural cooperatives
are represented by individual farmers (74%), small
agricultural and other enterprises (6%), and peasant
farms (20%). Fortunately, it was possible to find and
interview all previous members. Because the number
of members during the last months has increased to
162, the response rate is 87%.

It may be claimed that the time span between
the first survey and the second one is so short that
the members may not have had great opportunities
to gain experience from their cooperatives. This
argument was, however, countered above on the basis
of learning theory. Furthermore, observations of other
Russian governmental projects indicate that it might
be hazardous to postpone the second data collection
round. If data were to be collected half a year or one
year later, it may be that many cooperatives had
already been dissolved.

Method

Tests of the hypotheses were accomplished by
means of t-test for dependent variables. This test
allows a comparison between the differences in
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answers of cooperative members on the stage of the
cooperatives’ formation and after six months of their
existence. The analyses reveal the trend of changes in
members’ opinion (positive or negative) and define
the statistical significance of these differences. The
analyses comprise all the six variables (X,—X,).

4. Results

The results from the t-test for dependent samples
are shown in Table 1. It can be seen that the members
rank lower in the five variables at the second
measurement occasion. Only “knowledge about
cooperatives” increased during the participations in
the cooperative activity. The survey from early 2008
was conducted closely after the cooperatives had
been established, so members had not very much of
experience but they seem to have been rather hopeful.
When the second survey was conducted the members
have got some experiences, though evidently not very
positive ones. During the half year that has elapsed
since the previous measurement, the members are
more negative in all respects. The changes seem to be
quite big. It should also be noted that all differences
except forknowledge on cooperatives (X)) are strongly
statistically significant. The p-level for X (0.29) tells
that the difference in knowledge about cooperatives
changed insignificantly during the agricultural
producers’ participation in the cooperatives.

One possible explanation to the fact that all
figures are lower in late 2008 than they were in the
beginning of the year is that the responses from early
2008 were influenced by propaganda by the regional
agricultural administration. At that time the producers
had hardly any experiences of their own, on which
their statements could be based. Especially one
might expect the decline in the respondents’ general
assessment (X,) to have such roots.

The declined figure for interest in conducting
business with the cooperative (X,) is alarming, as it
may mean that the cooperative will not be able to be
a good business partner for the producers. There are
vicious circles operating here, i.e., if the cooperative’s
business volume becomes small, it will (due to
lacking economies of scale) not be able to give good
offers to the producers, and thereby the volume will
fall even more.

While prior studies about cooperative members
indicate that democratic influence is considered to
be very important the Kurgan producers do not view
participation in the cooperative (X,) to be attractive.
First, economic democracy as a concept is more
or less unknown to them; second, the top-down
organisational mode does not imply that they could
have very much influence anyhow.

The equity capital of the cooperatives came at
the establishments from governmental sources, but

Table 1
T-test for dependent samples
Differences
Variable Groups Mean Stal.ld?rd between t df p
deviation
means

X, Assessing Late 2008 2.6 0.7
the value of .
cooperatives ~ barly 2008 5.2 0.8 2.6 -51.7 140 0.00
X, View on Late 2008 23 0.8
conducting .
business Early 2008 5.3 0.7 -2.9 -31.2 140 0.00
X, View on Late 2008 2.0 1.1
participation .
in governance Early 2008 5.0 0.7 -3.1 -28.0 140 0.00
X4 View on Late 2008 2.5 1.0
investing Early 2008 4.2 0.9 -1.6% -13.5 140 0.00
X, Trust in Late 2008 1.5 0.7
colleagues .
and partners ~ Larly 2008 4.4 0.8 2.8 -66.3 140 0.00
X, Know- Late 2008 4.6 1.1
ledge on
cooperatives Early 2008 4.4 1.0 +0.1 -1.1 140 0.29

* Differences are statistically significant at p<0.01.
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if a cooperative should be viable in a longer time
perspective the members should be the providers of
capital. As the findings indicate that the members are
not willing to invest money (X,) the cooperatives will
have difficulties to develop.

The fact that the members’ trust in each other (X)
has declined drastically is worth noting. One would
expect that people, when they become acquainted
and socialise, get sympathies for each other. As this
is not the case here, a plausible explanation is that the
agricultural producers never came to like each other.
It may even be so that the producers dislike each other
more after they have come to know each other better.
The fact that the membership is very heterogeneous,
consisting of three quite different types of producers,
supports this thought.

Even though this finding is not statistically
significant, it is remarkable as the members must
reasonably have gained some knowledge during
their membership period. A possible explanation
is that they have observed the complexities of
running a cooperative business, whereby they
have discovered that there is much more to learn.
Alternatively, the respondents have answered
negatively on this question because they are negative
in all the other respects, i.e., there is a tendency of
generalisation.

The respondents have more knowledge (X,) in
the second data collection round, compared to the
first one. Even though “learning by doing” is a slow
and cumbersome process the members have gained
some knowledge during their membership period.
Of course they have observed the complexities of
running a cooperative business, whereby they have
discovered that there is much more to learn. A reason
for the poor knowledge of most cooperative principles
might be low involvement in cooperative activity
(government, investing, etc.) even after having joined
a cooperative organisation.

In the personal interviews with the members it
was possible to learn the extent of their satisfaction
(dissatisfaction) with cooperatives. More than half
(57%) of the members declared themselves to be
“very dissatisfied”, 26% were “dissatisfied”, 8% were
“dissatisfied to some extent”, 7% were “satisfied to
some extent”, whereas “satisfied” or “very satisfied”
was mentioned by 1% each.

When the members were asked to identify the
reasons behind the poor development of cooperatives
in Kurgan region, they came up with the following
diagnoses:

— insufficient level of  knowledge on
cooperation, deficiency of local government
skills, psychological unavailability to self-

— absence of cooperative education and shortage
of professional people to manage agricultural
cooperatives (87%);

— financial problems (86%);

— disparity between agricultural and industrial
product prices (82%);

— weak protection of the domestic market from
imported raw products (68%);

— imperfections in the legislation and the normative
basis for cooperatives (66%).

Conclusions and further research

The aim of the study is to explore whether
the agricultural producers may become veritable
co-operators when they are learning and getting
skills after they have joined a top-down organised
cooperative. The findings strongly indicate that
the learning, which the members have made, has
on the contrary made them less positive towards
cooperatives. Many members seem to be prepared to
leave the cooperatives. They express disappointment
with this form of collective action. These findings
are arguments for the rejection of hypothesis H
and acceptance of hypothesis H: “The members
of the agricultural cooperatives get poorer views of
cooperatives as they get more experience from their
cooperative membership”.

As the trends in the members’ opinions are quite
negative it is not unlikely that many or even most
cooperatives will have to cease their operations. More
serious is, however, that it is doubtful the agricultural
producers within a long future will establish any
other agricultural cooperatives as their experiences
from cooperatives are so bad.

Many informal institutions are instrumental for
successful cooperatives. Such institutions are trust,
readiness to be involved in collective action, and
attitudes to solidarity, equity and democracy. This
study indicates that cooperatives can hardly function
effectively if these socio-psychological attributes are
not present in the minds of the cooperative members.

The findings of this study speak a clear
language about the difficulties of top-down
organised cooperatives. Such cooperatives cannot
be established in the current socio-economic
environment in transition countries. They do not
help the cooperative development in rural Russia
and perhaps neither anywhere else. They do not
only fail to develop the agricultural sector but they
also mean that large amounts of public resources as
wasted. Another interpretation is that the federal and
regional governments might have selected incorrect
instruments for implementing their ideas. Hence,

supporting  cooperation and  partnership ~ an interesting topic for further research would be
(95%); an investigation about the way the authorities are
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working when they are planning the establishment of
new agricultural cooperative — what knowledge they
have on the rural population, which motives they
have, how the decisions are made, etc.

Even though the general picture is gloomy
there are one or perhaps two positive examples
(out of 21) of successful cooperative organizations
in Kurgan region. These seem to be the result of
specific qualifications and skills of the leadership,
favourable starting conditions (especially financial)
and appropriate behavioural characteristics of
members. These successful cooperatives would
be worth a special investigation, preferably in the
form of comparisons between these and the poorly
functioning cooperatives.

If a cooperative movement is to be developed in
Russia, the agricultural producers must themselves
take action to establish cooperative firms. The
cooperatives that are thus established may look quite
different from the cooperative model that is advocated
by the governmental authorities, i.e., the traditional
cooperative model. If the Russian legislation would
permit other cooperative organisational models, for
example such with closed membership or hybrid
forms, implying external financiers as co-owners the
prospects for cooperative success stories might be
brighter. A third suggestion for further research would
be an analysis of the preconditions for alternative
cooperative structures in the Russian agriculture.
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Abstract

If economic development and competitiveness of Latvian statistical regions are analysed by the
methodology given by the World Economic Forum (the definition of three main stages of economic
development of regions — factor-driven stage, efficiency-driven stage, and innovation-driven stage), the
only Latvian region that can be viewed as a competitive one on the global market is Riga region which is at
the transition stage to the innovation-driven one. All the rest of the territory of Latvia is at the efficiency-
driven stage; consequently its competitiveness on the global market is relatively low. The Latvian forest
cluster which has been identified using the clustering algorithm is situated in one Latvian region — Riga
region — with only several cluster participants being situated out of it. Taking into consideration that the
economic significance of Riga region is approximately the same as the one of all other Latvian territories
all together, it is possible to say that Latvia gets the competitiveness rating owing to Riga region. It is
Riga region that has reached the threshold level of competitiveness and where Latvian economic clusters
are formed, including the forest cluster which serves as the index and, to a certain degree, the factor of
competitiveness of Riga region, i.e., development of forest and other clusters in Riga region encourages
the transition of this region to the innovation-driven stage, thus raising competitiveness of Riga region. As
to other Latvian regions which are at the efficiency-driven stage and are far behind Riga, they have to find
other instruments which would raise their competitiveness, thus creating the background for the formation
and development of clusters which in their turn would encourage further improvement of the territory.
However, so far, clusters cannot be viewed as competitiveness factors for the Latvian territories outside
Riga region due to their development level, since clusters cannot be even formed in such an economic and
social environment.

Key words: stages of economic development of regions, economic clusters, competitiveness factor,
competitiveness indicator.

Introduction

The theoretical and methodological background of
determining the role of clusters used for increasing the
competitiveness of regions is presented in M.Porter’s
theory, and particularly — in the Rhomb Model that is
a systemic model for regional competitiveness. One
of the rhomb’s apexes, i.e., one of the preconditions
for regional competitiveness is clusters (IToprep M.,
2000.). One can conclude that clusters are a factor
increasing the competitiveness of a region. However,
considering the fact that regions are at various stages
of economic development, and there are various
factors for increasing regional competitiveness at
these stages (Lopez-Claros A., Blanke J., Drzeniek
M., Mia 1., Zahidi S., 2006.; Porter M., 1990.), one
can assert that at the factor-driven and efficiency-
driven stages, clusters are not a factor, but an indicator
of regional competitiveness showing that a region
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has reached the threshold level of competitiveness
allowing the emergence of clusters.

An existence of a tight relationship between the
competitiveness of regions and the development
of their clusters is empirically proven by using
correlation analysis (Vilcina A., Boronenko V., 2008)
in which more than 100 regions were selected as
objects for the research done by the World Economic
Forum (The Global Competitiveness Report, 2005,
2007, 2008). According to the results of correlation
analysis, the competitiveness of regions is related to
the development level of their clusters; however, the
nature of clusters’ role or the “logical” dimension
of correlation depends on the development stage at
which a researched region is.

In regions that are at the factor-driven and
efficiency-driven stages, including Latvian regions,
competitivenessisaprecondition for successful cluster
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Table 1
Economic development stages of Latvian regions, 2006
Latvian Parts of Economic
e GDP per Economic Latvian GDP per
statistical . . . development
. capita, LVL | development stage economic capita, LVL
regions stage
space
Transition from Transition from
. . innovation to . . innovation to
Riga region 8973 efficiency-driven Riga region 8973 efficiency-driven
stage stage
Pleflga 2853 Efficiency-driven
region stage All the Effici dri
) : . ciency-driven
Vldz.eme 2367 Efficiency-driven rest. of the 1910 - 3118 stage
region stage territory of
Kurzeme 3619 Efficiency-driven Latvia
region stage
Zemgale Efficiency-driven
£ 2700 Y All the Efficiency-driven
region stage rest of the
- - . 2409 - 3619 stage
Latgale 2409 Efficiency-driven territory of
region stage Latvia

Source: made by the authors using the data of Latvian CSB

development. Clusters, in their turn, are indicators
shoving that a region is competitive. However, at the
innovation-driven stage at which most economically
developed regions are, clusters become one of the
factors increasing the competitiveness of regions.
It means that clusters emerge in competitive regions
where an environment for competition is developed,
a certain business culture exists etc., and their further
development increases a region’s competitiveness,
stimulates it at a new development stage — the
innovation-driven stage.

In 2007, Latvia’s competition index exceeded
its clusters’ development index by 41 points (The
Global Competitiveness Report, 2008), which
might indicate that specifically in Latvia the
competitiveness of regions does not promote the
development of clusters, but it can be explained by
the fact that Latvian regions themselves develop very
unevenly, i.e., they differ from each other in terms
of competitiveness and cluster development. So,
the aim of this research is to determine the role of
clusters specifically in the competitiveness of Latvian
regions, taking into account the empirically proven
role of regions in increasing competitiveness as well
as the development stages of Latvian regions.

Results and discussion

It is emphasised in the introduction that the
World Economic Forum classifies the economic
development of regions into three basic stages: factor-
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driven stage, efficiency-driven stage, and innovation-

driven stage as well as two transitional stages that are

ranked among the basic ones.

The World Economic Forum chose an economic
indicator — GDP per capita — as a criterion for
classifying regions into economic development
stages, defining precise limits for each stage:

— factor-driven stage — GDP per capita is less than
USD 2000;

— transitional stage from the factor-driven stage to
the efficiency-driven stage — GDP per capita is
between USD 2000 and USD 3000;

— efficiency-driven stage — GDP per capita is
between USD 3000 and USD 9000;

— transitional stage from the efficiency-driven
stage to the innovation-driven stage — GDP per
capita is between USD 9000 and USD 17000;

— innovation-driven stage — GDP per capita is more
than USD 17000.

Latvian regions can be identified by economic
development stages, taking into account the principle
of classification developed by the World Economic
Forum.

When analysing the economic development and
competitiveness of Latvian statistical regions by the
methodology of the World Economic Forum, Riga
region could be regarded as the only Latvian region
being competitive in the global market, which is in
transition to the innovation-driven stage. All the rest
territory of Latvia is at the efficiency-driven stage,
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Table 2

Involvement of economic entities belonging to the forest industry of Latvia

in the clustering process in 2007

Name of economic entity

Location of economic entity

Notes about performance and
obligations of economic entity

Forest research station “Kalsnava”

Kalsnava parish, Madona

organisation)

t -profit .. Liquidated

(govemmep non-pro district iquidate
organisation)

Latvian State Forest Science

Institute “Silava”(non-profit Salaspils, Riga district Liquidated

Ltd company “Verems” (Rézekne
Special Economic Zone)

Veremi parish, Rézekne district

One property obligation

joint-stock company “Ludzas
mezriipniecibas saimnieciba”

Veremi parish, Rézekne district

One property obligation

public organisation “Kalsnavas
koks”

Kalsnava parish, Madona
district

Activity is terminated

cooperative of agricultural services
“Jaunkalves”

Degole parish, Tukums district

No relevant objects

Ltd company “Andrupenes
kokaudzgtava”

Kraslava district, Andrupene
parish

No relevant objects

Ltd company “Grigali”

Rudbazi parish, Kuldiga district

No relevant objects

Ltd company “Kurzemes koksne”

Jaunpils parish, Tukums district

Activity is terminated

Ltd company “Zemgales koks” Jelgava Activity is terminated
joint-stock compaily Valmieras Valmiera Liquidated
koks
Ltd company “Latgales koks” Kikas parish, Jekabpils district Liquidated

Source: made by the authors using the data of the Commercial Register, Republic of Latvia on the basis of the graph of

obligations for the company “Latvijas finieris”.

respectively, its competitiveness in the global market
is relatively low.

According to the results of determining the role of
clusters in regional competitiveness, clusters usually
emerge only in competitive regions, thus further
increasing their competitiveness.

Some economic entities of the Latvian forest
industry located outside the territory of Riga region,
and administrative and property obligations that
are an economic mechanism (Crapx /1., 2002) for
establishing a cluster were analysed using a graph of
obligations (LR Komercregistrs, 2007). The analysis
showed that real Latvian clusters emerge only in Riga
region.

Methodologically, the involvement of aneconomic
entity in the real clustering process was identified in
this research as an existence of administrative and
property obligations to other economic entities. Table
2 contains the information on 12 randomly selected
economic entities that represent the forest industry
of all Latvian statistical regions in order to show
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the situation with establishing clusters on the basis
of administrative and property obligations in the
territory of Latvia outside Riga in contradiction to the
forest cluster around JSC “Latvijas finieris” that is
established in Riga region (boponenko B., 2006).

All the economic entities of the forest industry
located outside Riga region and selected for analysis
either do not function any more or have no affiliated
objects. As the only insignificant exception, there
are two economic entities in Rézekne district, both
of which have just one property obligation. It has to
be admitted that both these economic entities were
identified with the clustering algorithm (boponenko
B., 2006) in the Latvian forest cluster in 2006, and
they had obligations to JSC “Latvijas finieris”. In
2007 these obligations were terminated.

In order not to limit the present research to the
analysis of clusters for just one industry of Latvia’s
national economy, it is useful to compile and review
similar information on economic entities of other
industries, for instance, those of the Latvian dairy
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Table 3

Involvement of regional economic entities belonging to the dairy industry Latvia
in the clustering process in 2007

. . Location of economic Notes about performance and
Name of economic entity . c . .
entity obligations of economic entity
Ltd company “Latgales Daugavpils One administrative obligation
piensaimnieks”
Ltd company “Limbazu piens” Limbazi Two property obligations
JSC “Preilu siers” Preili Two property obligations
JSC “Tukuma piens” Tukums No relevant objects
JSC “Valmieras piens” Valmiera 12 admlnlstrgtlvg and property
obligations
JSC “Kurzemes piens” Liepaja Liquidated
union of coc‘)‘peratlvF:s ot.‘ dal,r’y Targale pa.rlslll, Ventspils Liquidated
producers “Ventspils piens district
Ltd company “Ventspils Varve parish, Ventspils -
piensaimniecibas sabiedriba” district Liquidated

Note: economic entities were chosen in random.

Source: made by the authors using the data of the Commercial Register, Republic of Latvia on the basis of the graph of

obligations for the company “Latvijas finieris”

industry. First of all, the administrative and property

obligations of the JSC "Rigas piensaimnieks” were

analysed, which could show the existence of a dairy

cluster. It turned out that a small cluster is emerging

around this economic entity, which included

the following economic entities of Riga region

(LR Komercregistrs, 2007):

— JSC “Latvijas Tirdzniecibas centrs”;

— Ltd company “Galas un piena riipniecibas
inzeniercentrs”;

— dairy cooperative
centrala savieniba”;

— organisation “Rigas sporta klubs™;

— Latvian Quality Association;

— Ltd company “Latvijas precu eksports”;

— Latvian Personnel Management Association;

— JSC “Rigas piena kombinats”.

One can talk about a really functioning dairy
cluster because its partners are interconnected due
to administrative and property obligations as well
as the economic status and the type of activity are
different. This dairy cluster also functions within
the borders of one region — Riga region. As to other
dairy economic entities located in the rest territory
of Latvia, the information on them is presented in
the next table.

One can conclude that the situation with clustering
in the Latvian dairy industry is similar — almost all
the analysed dairy economic entities outside Riga
have either 1-2 obligations to other economic entities
or no obligations at all. Several regional economic

“Latvijas piensaimnieku

entities, just like in the forest industry, are liquidated.
Yet there is an exception — the JSC “Valmieras
piens” that creates a real regional cluster around
itself, which is not typical for the general trend,
and therefore researchers and scientists have to pay
special attention to it. The dairy cluster in Vidzeme
region has even more partners than the cluster around
the JSC “Rigas piensaimnieks”, and their economic
status and type of activity are also different. It is
important that some form of economic interaction
could be called a cluster.

However, the analysis of economic entities
in the dairy industry also proved that a cluster in
a region will not emerge if it is not sufficiently
competitive; in Latvia it is the same. After being
established and developed in Riga region, forest and
other clusters promote the transition of this region’s
to the innovation-driven stage, thus increasing
Riga region’s competitiveness. However, in the
rest territory of Latvia, which substantially lags
behind Riga and is at the efficiency-driven stage,
one has to think of increasing competitiveness
using other factors, creating a basis for establishing
and developing clusters that, in their turn, would
promote further growth. Yet so far clusters
cannot be the factors increasing competitiveness
in the regions of Vidzeme, Kurzeme, Zemgale,
and Latgale due to a low level of development in
Latvia’s peripheries because real clusters are not
able to emerge in such an economic and social
environment.

Economic Science for Rural Development Nr. 19., 2009 153

ISSN 1691-3078



A. Vilcipa, V. Boronenko Role of Clusters in Developing the Competitiveness

of the Regions of Latvia
Conclusions, suggestions, and 2. LR Komercregistrs. (2007) [tieSsaiste] [skatits
recommendations 2007.g. 18.0kt.]. Pieejams: http://www.lursoft.

lv/?a=26&v=Ilv

3. Porter M. (1990) The Competitive Advantage of
Nations. New York: The Free Press. 476 p.

4. The Global Competitiveness Report 2004-2005.
(2005) World Economic Forum. 628 p.

5. The Global Competitiveness Report 2006-2007.
(2007) World Economic Forum. 570 p.

6. The Global Competitiveness Report 2007-2008.
(2008) World Economic Forum. 519 p.

7. Vilcipa A., Boronpenko V. (2008) Klasteru
lomas noteik8ana regiona  konkur@tspgja.
No: Starptautiskas zinatniskas konferences

1. From an economic point of view, Latvia has two
regions — Riga and the rest territory of Latvia,
which is a territorial and economic basis for
establishing and developing clusters. According
to the methodology of regional economics, Riga
and the rest territory of Latvia could be called
Latvian economic regions.

2. Taking into account the fact that the economic
importance of Riga region can be compared to
that of all the rest territory of Latvia, a certain
position in global competition ratings is gained
by Latvia owing to Riga region that is the

.. . . doktorantiem ., Regionalas ekonomikas

only competitive Latvian region on the global o o . N
market konkurétspéja: attistibas faktori globalizacijas
) apstaklos”  rakstu  krajums.  Daugavpils:

3. Only in Riga region, which has reached the
threshold level of competitiveness, Latvian
economic clusters emerge, including the forest
cluster that is an indicator of the competitiveness
of Riga region, simultaneously promoting
the transition to the innovation-driven stage.
However, the rest territory of Latvia is at the
efficiency-driven stage and is not enough
competitive, so that clusters are not able to
emerge and develop there.

Daugavpils Universitates Akadémiskais apgads
»Saule”, 38.-47.Ipp.

8. Bboponenko B. (2006) Co3manme KiracTepoB
MPEINPUATHA KaK OPTaHW3allMOHHBIA CIOCO0
MOBBIIICHUSI ~ KayeCTBA  TEXHOJIOTHUECKHUX
MpOLIECCOB B NpPOMBILUIEHHOCTH. B: V
Medsicoynapoonas HAYUHO-MeXHUYeCKas
KoHghepenyusl ,, [losviuenue Kauecmea,
HAOEINCHOCMU U O0N206EUHOCIU  MEXHUYECKUX
cucmem U MEXHONOSUYECKUX — Npoyeccos’.
Xwmenpaunkuii: XHY, c. 148-152.

Bibliography 9. Iloprep M. (2000) Konxypenyus. CaHKT-

1. Lopez-Claros A., Blanke J., Drzenick M., Mia [etepOypr, MockBa, Kues: «Bumbsimey. 495 c.
I., Zahidi S. (2006) Policies and Institutions 10. Crapxk [I. (2002) I'erepapxus: HEOAHO3HAYHOCTb
Underpinning Economic  Growth: Results aKTHBOB M OPTaHM3allisl pasHOOOpasus B
from the Competitiveness Indexes. In: Global HOCTCOIMATIMCTUYECKMX — CTpaHax. B KH:
Competitiveness Report 2005-2006. Editor Dr. Oxonomuueckas coyuonoaus. Hosvie nodxodv
Augusto Lopez-Claros. World Economic Forum, K UHCIUMYYUOHAILHOMY U CEeMe6oMy AHANU3).
p.16-34. Mocksa: POCCIIOH, c. 60-72.

Kopsavilkums

Analizgjot Latvijas statistisko regionu ekonomisko attisttbu un konkurétsp&ju péc Pasaules ekonomikas
foruma metodikas (tris regionu ekonomiskas attistibas pamatstadiju — razoSanas faktoru, efektivitates un
inovaciju stadiju — izdaliSanas), par vienigo globalaja tirghi konkurgtspgjigo Latvijas regionu var uzskatit Rigas
regionu, kas atrodas pareja uz inovaciju stadiju. Visa pargja Latvijas teritorija atrodas efektivitates stadija,
un tas konkur€tsp&ja globalaja tirgii ir relativi zema. Latvijas meza klasteris, kas tika identificéts, pielietojot
klasterizacijas algoritmu, teritoriali pieder vienam Latvijas regionam — Rigas regionam, un tikai dazi klastera
dalibnieki atrodas arpus ta. Nemot véra to, ka Rigas regiona ekonomiska nozimiba ir apméram tada pati ka
visas pargjas Latvijas teritorijas nozimiba, var apgalvot, ka konkur&tsp&jas reitingu Latvija ieglst, pateicoties
Rigas regionam. Tiesi Rigas regiona, kur§ ir sasniedzis konkur&tsp&jas slieck$na Iimeni, tiek veidoti Latvijas
ekonomiskie klasteri, t.sk. arT meza klasteris, kas ir Rigas regiona konkurétsp&jas indikators un zinama méra
ar1 faktors, jo meza un citi klasteri veicina §1 regiona pareju uz inovacijas stadiju, tadgjadi paaugstinot ta
konkurétsp&ju. Savukart, visa pargja Latvijas teritorija, kas bitiski atpaliek no Rigas un atrodas efektivitates
stadija, javeicina konkur&tspgjas paaugstinaSana ar citiem instrumentiem, radot pamatu klasteru izveidei
un attistibai, kuri, savukart, veicinas talako izaugsmi. Tacu pagaidam klasteri nevar biit par konkur&tspgjas
faktoriem Latvijas teritorija arpus Rigas §is teritorijas attistibas limena dél, jo klasteri tada ekonomiskaja un
socialaja videé pat nevar izveidoties.
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Abstract

Cooperative principles are one important feature making cooperatives unique. The paper discloses different
interpretations of the “principle” conception, the historical development of principles of cooperatives in the
world, different classes of cooperative principles, including the most popular International Co-operative
Alliance principles, opinions of different authors on the impact of these principles on the results of activity of
cooperatives. The last section of the paper provides the analysis of statistical information about cooperatives in
Latvia and historical development of cooperative principles in Latvia.

The main aim of this paper is to find out the historical development of cooperative principles, and the impact

of these principles on the activity of cooperatives.

Key words: cooperation, cooperatives, principles, values.
Atslégas vardi: kooperacija, kooperativas sabiedribas, principi, vértibas

Ievads
Introduction

Kooperativs ~ saskana  ar  Starptautiskas
Kooperativu  asociacijas (SKA) (International

Co-operative Alliance (ICA)) doto definiciju ir
autonoma personu apvieniba, kas izveidota uz
brivpratigas apvienosanas principa, lai apmierinatu
tas biedru kopigas ekonomiskas, socialas un kulttiras
vajadzibas ar kopiga Ipasuma esosa un demokratiski
kontroléta uznémuma palidzibu. (Statement of the
Co-operative Identity, b.g.)

Kooperativiem un citam uznémgéjdarbibas
formam ir gan kopigas, gan atskirigas pazimes. Pie
kopigajam pazimém var minét, ka abi biznesi ir
saisttti ar darba, kapitala, menedzmenta tirgu, turklat
biznesa pasauleé kooperativajiem uzpE€mumiem
nav nekadu atlaizu. Bez tam abi biznesa veidi veic
lidzigas operacijas - iesainoSanu, uzglabasanu,
transportésanu, apstradi, produkcijas reklamésanu,
cenu veidoSanu u.c. Tos ietekm& ar1 lidzigi
ekonomiskie faktori - nodarbinatiba un bezdarbs,
kredttu politika, inflacijas limenis, nodoklu liclums,
situdcija tirgd. (Sars, 1993)

Savukart pie atSkirigam pazimém var minét, ka
kooperativi uzmanibu ver§ uz labumu radisanu (tie
var biit saistiti un var nebiit saist