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The European Union views investments, especially, Foreign Direct Investments
(FDI) not as a mere sense of investment but also a way of promoting economic and
social growth and development. The investment policy of the European Union is tilted
more towards providing investors with a kind of stability and legal certainty coupled
with an environment conducive to carry out business and in accordance with the Inter-
national rules. It has abolished all the trade barriers that were acting as a hindrance for
free trade (Ionescu & Wereda 2013, p. 135).

According to a classification by the World Economic Situation and Prospects 2013,
Latvia is ranked in the group of developed countries, however, a sufficient potential has
not yet emerged in the country to fully exploit the comparative advantages that developed
countries have and to be able to use these advantages in competition (Rudusa & Kopeika
2014, p. 539). Thus, if regions with a lower real income per capita grow faster than those
with a higher real income per capita, economic growth are able to reduce an interregional
income inequality within a whole country (Matlaba et al. 2012).

In Year 2014 it was decided to start develop the theoretical background for mod-
ern investment policy in Valmiera City as a growing regional centre in collaboration
with three neighbouring rural municipalities- Koceni, Burtnieki and Beverina. The
stated research question that had to be answered during the analysis process was ex-
pressed in very general form: Why to invest in “Valmiera+" region?

The concept and term “Valmiera+” was initially developed and accepted by re-
searchers group instead of term “Valmiera agglomeration” which was frequently con-
fused and missed by general public.

The main aim of the research: To conduct an analysis of investment potential in
Valmiera+ area with purpose to set an optimal structure of appropriate tools and activi-
ties for investment promotion;

Objectives of research: To establish marketing communication channels for the
collaboration among involved municipalities; To define the most appropriate theoreti-
cal background for creating of favourable investment climate in Valmiera+ area; To
develop a comprehensive and trustworthy information source for potential domestic
and foreign investors in Valmiera+ area “Why to invest in Valmiera+ region?”.

Research methods used during the research: Comparative analysis of good prac-
tice cases in neighbouring countries Estonia and Lithuania (Parnu City and Klaipeda
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City case studies); Content analysis of strategic development planning documents in
specified municipalities; Experts panels and workshops; Structured interviews with public
administration and private business executive persons; Entrepreneurs' questionnaire to
clarify real situation and need for additional investments in Valmiera+ region.

The research paper is structured as follows. The following section discusses the
basic theories and special literature sources on the regionally specified investments.
Section 3 describes the data employed during the particular research and their origins.
Section 4 provides a descriptive analysis of investment growth capabilities in Valm-
iera+ area. Finally, section 5 provides concluding comments and results.

Under the normal conditions there are few major preconditions for direct invest-
ments in particular area:

Resources: upgrading the quality of available resources and the existence of local
partners willing to promote shared use of knowledge and resources with capital more
intensive;

Market expansion: the need for closer collaboration with users in sectors with
knowledge-intensive industries and the growing importance of promotional activities
carried out by the regional and local development agencies;

Higher efficiency: activities of State or Regional Governments in removing ob-
stacles that stand in the way of a restructuring of economic activity and facilitate mod-
ernisation of human resources; the existence of specialized industrial concentration
(business incubators, technology and industrial parks); an environment conducive to
private initiative and enhanced competitiveness and cooperation between firms;

Favorable strategic assets: in exchange for tacit knowledge based, and interactive
learning ideas; access to the cultures, different systems and institutions, as well as the
requests and preferences of consumers (Neamtu & Neamtu 2013, p. 54).

Comprehensive reseach at EU level about Good Practice cases in investment
promotion provides with well structured policy models at strategic, tactical and opera-
tional level have to be taken into account during the investment promotion.

Taking into the consideration that Valmiera City is a mostly industrial, but sur-
rounding municipalities are entirely rural areas, it is important to understand theory of
agglomeration economies. Industrial location and relocation behaviour may also con-
tribute to the development of localized agglomeration economies. In situations where
these agglomeration economies arise, growth becomes possible at particular locations.
In other words, growth is location specific (McCann 2013, p. 234).

Understanding the existence and growth of mega and smaller cities and their sur-
rounding hinterlands- that together make up functional regions- requires consideration
of a wide range of factors that have been elaborated in “new” theories of innovation
and growth (De Groot at al. 2009, p. 256). This particular study of Valmiera+ region
investment capabilities is one of such studies which provides findings for mentioned
above modern theories.

This paper makes use of official data sources from municipality development
planning documents in Valmiera+ area and selected case studies in Estonia and
Lithuania. Theses data sources provide a variety of socio-economic data collected
from public and private institutions and identifies potential investment priority sectors.
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(ECORYS 2013, p. 5)

The prioritized sectors in Valmiera City “Development strategy” (Valmiera City
Government 2008)- entrepreneurship, human well-being, infrastructure and environ-
ment. In Valmiera City “Investment and Action Plan” (Valmiera City Government
2012) there are mentioned 25 major areas for investments, but they are related to, in
general, municipal and administrative activities rather than private investment areas.

Beverina District municipality identifies such local strategic priorities as natural envi-
ronment, economic environment, social environment, administration and communication
(Beverina District Government 2012[2]) but potential public investment areas are structured
in 2 different scenarios (Beverina District Government 2012[1])- the basic investment sce-
nario “A” with mentioned 5 priority areas and the supplementary investment scenario “B”
with listed 10 priority areas without specified private investment areas.

Koceni District municipality has listed 5 strategic priorities (Koceni District Govern-
ment 2012[1])- attractive living conditions, competitive enterprises, life-long easy accessi-
ble services for everyone, sustainable management of natural, cultural and historical heri-
tage and well administered district. Specifically that Koceni is one of two municipality (in
line with Burtnieki) where strategy identifies territories of common interest with neighbour-
ing municipalities. Investment plan of Koceni District (Koceni District Government
2012[2]) consists from 28 provisional activities, structured strictly in line with mentioned
above strategic priorities. The possibility of private investments are accounted here as in-
vestment activities partly co-financed by municipality.

Burtnieki District municipality has mentioned as the strategic priorities the fol-
lowing values and principles (Burtnieki District Government 2012[1])- human re-
source development, economic development and spatial development for sustainable
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living conditions. In Burtnieki District “Development program of Burtnieki District”
(Burtnieki District Government 2012[1]) there are prioritized 152 positions for poten-
tial investments, but they must be regarded mostly as municipal budget expenses and
administrative activities instead of potential public or private investments.

In line with the selected theories, case studies and content analysis summarised
above had been provided analysis of the specific question- whether Valmiera+ ag-
glomeration meets the standard requirements for a favourable investment climate in
the area (Table No.1):

Table 1

Determinants of favourable investment climate (Neamtu & Neamtu 2013, p. 55)

The Factors

The Description of Factors

Analysis of the Factors in
Valmierat Area

1 Objective factors

1.1 Natural - Rich natural resources - Partly exists (timber, clay,
Conditions peat, gravel)

1.2 Geo- - Local market potential the possibility of - Partly exists, all largest
graphical access to third markets, with potentially major \industries have more than 70%
location assimilation or accepted; production export level;

- The presence of the infrastructure that will allow
the transportation of large obstacles and without
high cost such as the level of development of
roads, railways, airports, shipping, etc.

- Partly exists (railway, Riga
Airport at 120 km distance,
major transit road Riga-Tartu-
Narva-St.Petersburg

1.3 State of the
environment

- The low level of pollution of the
environment and the requirements of
environmental protection

- Fully exists

2 Subjective factors

2.1 Scientific

- The existence of a scientific potential that

- Partly exists (Vidzeme

potential would allow large implementation of cost-free |University of Applied Sciences,
techniques and advanced technologies; Technology transfer centre);
- A large number of scientific works and in- |- Partly exists (Socio-technical
ventions developed; Engineering Institute and Social,
- The level of training of the workforce Economic and Humanitarian
Research Institute);
- Exists (more than 10 specialised
professional education centres,
schools and establishments)
2.2 The - The high level of development of market - No special regulation for region,
economic relations; the country's economic diversification, |only Latvian state administration
situation the presence and functioning of financial markets |centralised services;

and market investment services;

- Customs duties for export and import;

- Attractive policy in the field of exchange rate;
- Stimulating investment policy for foreign
investors and domestic

- No special regulation for region
- Integrated into EURO zone;
- No special policy for region
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2.3 The legisla-
tive and norma-

- Stable and transparent legal system;
- Rigid regulation of the property;

- Exists;
- Fully exists;

tive basis - Tax breaks and stable and lasting budget - Exists at State level, no spe-
granted to investors, particularly those strategic; |cial regulation for region;
- The presence of an efficient mechanism for |- No special mechanism for
the promotion and support of investors region

2.4 The basis of |- The presence of free economic markets, prod- |- Fully exists

construction ucts, and services in the field of construction

and Assembly |and installation of engineering services, etc.

2.5 Risk factors

- The State guarantees the protection of
domestic and foreign investors against non-
commercial risks;

- Moderate risk of investment activity

- Fully exists for foreign
investors, non existent for
domestic investors;

- Exists in specific areas

2.6 Job - Low share of retired age population; - Positive migration to Valmiera
resources - Potentially qualified workforce of people at the working age;
- Exists in the most of business
sectors
2.7 Social - Institutions, companies, local and foreign - Existing, but limited access to
infrastructure | consulting and auditing; services at regional level;

- Institutional investors, the existence of in-

- Existing, but limited access to

services at regional level;
- Fully exists

formation centres on the potential investment
projects;

- The level of development of information tech-
nology (telecommunications, internet, etc.)

The results of particular study identified already documented thesis that nowa-
days attracting and promotion of the investments has to be rooted into the marketing
activity that ties into an economic development goals but needs to focus on under-
standing investor needs. Attracting of investment is not to satisfy supply-driven re-
gional economic policy objectives but to provide services to investors that aim to sat-
1sfy corporate profit maximisation strategies (ECORY'S 2013, p. 10).

The case studies during the research from Parnu in Estonia (The Business and De-
velopment Centre of Parnu County 2013) and Klaipeda in Lithuania (Klaipeda Economic
Development Agency 2014) identifies that successful investments promotion campaign
have to be regarded mostly as marketing activity interconnected with regional administra-
tive, financial or economic development activities. The conclusion for Valmiera+ region
1s that it have to start with collecting of information potentially interesting for domestic
and foreign investors and to continue with the marketing communication activities of
Valmiera+ area as an attractive place for specific investments.

Many studies have documented that attractive regional investment policy devel-
opment and planning have to be regarded, in the most cases, as marketing communica-
tion than financial or economic activity.

In the field of regional investments promotion the marketing communication
process have to answer the essential questions-“what is the main message and to
whom it have to be addressed?”
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Investment policy development and planning in small and average size invest-
ment areas (specific Valmiera+ area) have to be transferred from passive to active
marketing activities.

The following investments promotion methods, technologies and tools are appli-
cable to Valmiera+ investment area:

Positive Image making- to define and position “Valmiera+” as investment brand,
create an integrated website “Why invest in Valmiera+ area”, regularly participate in
investments fairs, trades and exhibitions, to advertise in the specialized industry media,
to organize seminars on investment promotion, to advertise in specialized financial
sector media;

Generation of Investments- to conduct an additional research on investment cli-
mate in Valmiera+ area; to use social media; to spread the direct, personified and spe-
cifically addressed information, to organize the specialized seminars on enterprise
level investments;

Investment services- to create the investment promotion services, advisory and
consultative services for potential and operating investors, to provide assistance on
writing of the investments proposals and all supplementary documentation; to provide
the post-investments services.

An essential tool on investments promotion in Valmiera+ area is tight and equal
collaboration among all 4 involved municipalities.

There have be made the amendments in the existing municipal documents on
strategic development planning and investment policy with a respect to innovations as
the subject of public, private or mixed public and private activity (at the moment in
mentioned above documents investments are regarded mostly as public administration
and financing activity).
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COBEPIHIEHCTBOBAHUWE NPOU3BOICTBEHHO-9KOHOMUWYECKOM
JNESATEJbHOCTH JUCTAHIIANA ITYTH — BA’)KHBIA ®AKTOP BE3OIIACHON
NEPEBO3KHU I'PY3A ¥ TACCAXKHPOB KEJIE3HOM TOPOI O
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0-p mexu. HAYK, npodh., [lemepbOypeckuii cocyoapcmeentulii yHugepcumem
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OnHOM U3 BaXXHBIX MPOOJIEM, pelIaeMOM CErojHsl CHEelMaTUCTaMU JKEJIE3HOIO-
POXKHOTO TPAHCIIOPTA, SIBJISIETCS pa3paboTKa METOMIESCKOro amnmapara Juis OICHUBAHHS
Y MIPOTHO3MPOBAHUS SKOHOMHYECKUX M TIPOU3BOACTBEHHBIX IMOKA3aTENCH MpEeApPUsITHIA,
00€eCTICUNBAOIINX CBOCBPEMEHHYO U 0€30TaCHYT0 MEPEBO3KY IPy3a U MacCaKUPOB.

JIMCTaHIUS TyTH SIBJISICTCS TPEANPUATHEM >KEIE3HOJOPOKHOTO TPAHCIOPTA,
OCHOBHOM 3ajJjaueil KOTOpOH SBISiETCS TEKyIlee CoAep:KaHhe MyTH, TO €CTh COZepKa-
HUE MyTH B TAaKOM COCTOSIHMH, KOTOpOE rapaHTHUpyeT Oe3omacHoe u OecrepedoiitHoe
JBIDKEHHE TTOE€370B ¢ MaKCHMAIIbHO JIOIYCTHUMBIMU CKOpocTsMu. [IpaBuia texaude-
CKOM JKCIUTyaTalluy KeJIEe3HBIX JOPOT TJIACST, YTO BCE DJIEMEHTHI JKEIIE3HOJOPOKHOTO
yTH (3EMJISTHOE MTOJIOTHO, BEPXHEE CTPOCHHE Iy TH U UCKYCCTBEHHBIE COOPYIKECHHS) 10
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