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Abstract

Purpose — Siccess in overcoming the consequences of the fimlamied economic crisis in the Latvian economy
depends on further development of trade relatiboth) with EU partners, and with other countriestHis connection,
Turkey, the country having large industrial potehind striving to join the European community, t@nregarded as
an attractive partner in the field of trade andneenic cooperation not only for Latvia, but also tbe Baltic region.
Therefore it is important to identify the obstack®l possible solutions for development of cargprsbnt between
Latvia and Turkey as well as to assess the suitabil haulages for different types of cargos tgorsed from Turkey
to/via Latvia.

Design/methodology/approach +or the purpose of research qualitative method$atd acquisition and analysis
on the base of questionnaire and results of th@lkagnwere used.

Findings -- The experience of Latvian transport companies emamg with Turkish entrepreneurs is studied.
Moreover analysis the Latvian-Turkish cooperatiartite fields of road haulages was carried out.

Originality/value — The main factors encouraging and impeding furtleenemic cooperation of both countries in
the sphere of transport and transit are qualithtisesessed on the base of unique survey carriedmang Latvian
transport companies.

Keywords:Latvian-Turkish cooperation, Road haulage transpector, Transport policy, Transit, EU accession

1. INTRODUCTION

Success in overcoming the consequences of thecfaleend economic crisis in the Latvian economy
depends on the increase of national export potarihthe further development of trade relatiomth bwith
EU partners, and with other countries. The geodcaplocation of Latvia and the improvement in spart
infrastructure play an important role in the depehent of national business activities on domestid a
foreign markets. Therefore the necessary conditfonsfurther economic development of the Latvian
economy are the development of foreign trade aiatiattraction of new economic and trade partraarg,
also the increase of transport flows through Latvia

In this connection, Turkey, the country having &angdustrial potential and striving to join the Bpean
community, can be regarded as an attractive pannte field of trade and economic cooperation ardy
for Latvia, but also for the Baltic region.

74



Journal of Business Management, 2012, No.6 ISSN 1691-5348

The preset article was written within the framewaorkthe scientific project “Potential for Latvian —
Turkish Cooperation in the Fields of Economic Depehent and Trade: Feasibility of Transport routed a
Latvian transit capability”, requested by the Tsrkinstitute of Business, Commerce and Culture (TBC
in 2010.

During the study made within the project reseafud analysis of Latvian-Turkish cooperation was
carried out with the aim to identify the obstackesl possible solutions for development of cargprabint
between Latvia and Turkey as well as to assessuftability of haulages for different types of casg
transported from Turkey to/via Latvia.

For the purpose of research qualitative methoddaih acquisition and analysis on the base of
guestionnaire and results of the sampling were .uséé special questionnaire was developed for the
gathering of more reliable and specific informatiabout Latvian-Turkish cooperation in road haulage
sector. Face-to-face interviews with the represimmof Latvian enterprises were conducted.

2. SCOPE OF TRANSPORTATION ECONOMIES AND TRANSPORT SYSTEM

According to Heldmann H. (1973) transport is a tibalt promotes greater diversification and intagrat
of economic systems, therefore, it guarantees atjgaalbution of production and consumption thab$ts
competition that consequently, have an effect dartad prices, price stability and prevention omopoly
prices. Wood D.F. (2011) defines transportatioonemics as “the study of the allocation of transgarn
resources in order to meet the needs of a socittgtefore effective transportation system enabffisient
allocation process since it widens the market éipsiers and buyers.

Birzietis G., Truslis V. (2008) highlights variowlvantages of developed transportation system for
countries. With the help of transport system, couoan ensure stable communication between tae#pit
enables efficient usage of human and natural resswand contributes in regional development. Iritiaad
transport is a factor that enhances social andagomnstructure, and has significant impact on fgmepolicy
and finally can even influence cultural development

Economists define transportation sector and econgnoyth correlation by using 3 arguments —
macroeconomic perspective, microeconomic perspeetid equilibrium model (Rodrigiue J-P, Comtois C.,
Slack B., 2009).

The macroeconomic point of view regards transpioriahs a component of productivity of national
economy, therefore it can be stated that all imaests made for the transport sector result in ergthn
productivity and competitiveness which in turn eisconomic growth and increases GDP (Birzietis,
Truslis V., 2008). Whereas improvements in natigmductivity have positive effects on the pricesddor
goods and services, the balance of national paynentrency valuation, the ability to compete more
effectively in global markets, industry profits,ettavailability of investment capital and higher dewf
employment (Lambert D.M., Stock J.R., 1992). Thipraach seems justified when analyzing GDP and
transport sector correlation in recent years.

On the other hand, microeconomic perspective censidctions of specific companies in response to
improvements in transportation, namely, investmentsransportation infrastructure results in incea
productivity of transport companies since theyabike to provide cheaper and more efficient freggwices
(Bowersox D.J., Closs D. (1996); J, Khisty and LaD02). In addition, developed transportation esyst
enables company to use just-in-time managementtpaificantly reduces inventory costs for the bess
(Ballou, R.H., 2004). Khisty and Lall (2002) anatydransportation economics by stipulating that the
demand for transport is not direct but derived, tb@asumption of each transportation activity isb®
regarded as unique in terms of time and space clamds that competitive advantage might be readhed
technological differences and economies of scale.

Transport companies specifics distinguish two magivity scopes — forwarding companies that uguall
do not own their vehicles and transportation emiteep possessing their trucks, though dealing quaatily
with transportation activities. Besides, transpmta system involves other services that are airtted
facilitate transportation process (Praude V., Bels J., 2003). Wang Y. Rong (2008), stipulated tha
efficiency of freight transport is highly dependamt transport chain. Successful cooperation widigfrt
forwarders, agents and terminal operators cantrigshigh efficiency of transportation service ayhergy.

Forwarding companies

Freight forwarder is the intermediary service tiaailitates movement of cargos, used by compahiats t
deal in multinational or international import expdfreight forwarding companies ensures that prisduwdl
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get to the proper destination by an agreed upas dad in good condition, though it also guaranteasthe
goods are properly packed and labelled and docwtient requirements are met. (Belay S, 2009) In
addition, warehousing, risk assessment and managewsgo loading and unloading, cargo insurance as
well as methods of international payment are atsoronly provided to by the freight forwarders (Bétis,
2008).

Carriers

Carriers are transportation companies that ownclehihat can transport cargos to/from requestacepl
and offers their services either to individualdawarding companies. Cost allocation is one ofghimary
carriers concern. What is more, carriers exerdisestandard of care as required by contract orlatmyy
bodies’ requirements and established industry commiactices. Commonly, carriers are increasingly
leaning towards subcontracted — based relationshitbsfreight forwarders since it facilitates retatships,
ensures stable customer pool. (Sprancmanis N.,)2001

Transport company’s effectiveness depend on theeleshoading capacity, utilized capacity as wall a
vehicle mileage, operation ratio to vehicle idred¢iand speed rates, availability and performancainhing
gear. Whereas vehicle running gear quantitativarpaters are characterised by following measurds asic
total inventory i.e. amount of vehicles, amounvelicles in the operation, amount of vehicles iceptable
technical condition, number of vehicles not usedue to repair works and quantity of vehicles il itime
(Birzietis, 2008)
Bowersox D.J., Closs D.J. (1996) highlights the amignce of evaluation process of individual cagidue
to the significant amount of market players thas head to increased offerings and capabilitiesri€ar
evaluation platform offered by Bowersox D.J., Cl&s3. (1996) suggests that carriers are to be atedun
terms of cost, transit time length and reliabilitgpability, accessibility, and security.

Shippers Associations

Shippers associations are non-operating thirdgsathiat are involved in transportation processkesd
intermediaries perform in the interests of freifniwvarders and transportation companies therefoedble
them to cooperate on the national and internatitavadl. A shippers association can be defined asra
profit authority that facilitates the organizatiaf freight conveyances implying areas of customer
relationship and assistance in preparation in ntvemand legislative acts. Associations might bealo-
created to protect interest on the national lei&HF) or international - covering interests of Istits firms
worldwide (FIATA). (Lambert, Stock, 1992)

Transport Terminals

Rodrigue J-P., Comtois C., and Slack B. (2009)rdeferminal as ,Any location where freight either
originates, terminates, or is handled in the trartggion process.” Terminals can be central orrinezliate
locations in the movements of freight. It shouldsgess high level of accessibility to local, reglossed
global markets, convenient location to serve widek®at pool and are to be equipped with equipmemds a
facilities that should facilitate cargo handlingdB®de V., Belcikovs J., 2003; Rodrigue J-P., Com@i, and
Slack B, 2009). Truslis and Birzietis (2008) higfhis main functions of transport terminals — prowd
accessibility for vehicles, enabling convenientremme with vehicles and a convergence cargo flow.

3. THE MAIN CHARACTERISTICS OF ROAD TRANSPORTATION SEC TORS IN
LATVIA AND TURKEY

An important role in the Latvian transport systenpliayed by motor roads. According to data of Géntr
Statistic Bureau of Latvia (CSB), in 2011 road spaort carried out 53936 thousand tons of cargortizdes
up 36 % of all cargoes transported in Latvia. Adoay to the data of 2011, it is necessary to pouttthat a
considerable share of all road transportation st&$f internal transportation - 83 %. At the sainee,
international transportation accounted for only 1@P&argoes (see Figure 1). According to data afiba
road carriers Association “Latvijas Auto”, 77 %infernational transportation is carried out by eatbmall
firms, which have fewer than 5 vehicles. Anothe¥28f international transportation movements are enad
by firms which have more than 6 vehicles, and @y are made by transport companies having more than
20 transport vehicles.

There are two main directions (or corridors) ofgmatransportation functioned intensively trough the
territory of Latvia. The most significant transpodrridor traversing Latvia in North-South directis "Via
Baltica". The "Via Baltica" is the first transparorridor of Latvia (among the Helsinki corridorsittified
during Pan-European Transport Conference takene plac1997), also known as the motor road E67
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providing links between such European cities assiHkil — Tallinn — Riga — Kaunas — Warsaw, including
motorway E77, connecting Riga, Kaliningrad and GitaiMinistry of Transport of Latvia, 2011).
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Figure 1.The dynamics of domestic and international roaiglfitetransportation
in Latvia from 2000 to 2011, thousand tons

Source: CSB data base

Another important transport corridor traversing Miatin West-East direction could be given to the
motor road of European importance E22. It startSieat Britain and runs into the central regiorRoksia
in its way crossing Holyhead, Manchester, Leedam&yy (Great Britain), Amsterdam, Groningen,
(Netherlands), Hamburg, Luebeck, Rostock, Sasn@ermany), Trelleborg, Helsingborg, Norkoping
(Sweden), and continuing its course from Latvian pentspils to Riga and finally reaching Russidties
such as Moscow, Kazan, Elabug, Perm, Yekaterin@urmen and Ishim.

With becoming a member state of the European Urappprtunities have broadened for Latvian road
hauliers to use the advantages of a free roadpoanservice market of the European Union. On thele
licenses are no longer needed to transport cargeeba EU member states bilateral areas of the EU.

At the same time transportation to countries wigichnot EU member states will have to be executed i
accordance with respective bilateral agreementsh @m agreement with Turkey was signed by Latvia in
1996. According to the International Road Transpgmteement between Turkey and Latvia, in 2011 the
quota for the number of permits issued by Turkeldtvian road haulers was 700 transit permits (@il
transit permissions enabled to arrive to Turkey amith the freight by trailer registered in Latviahd 400
transit permits to third countries (bilateral trian@ermissions enabled to arrive to Turkey everhouit
freight by trailer registered in Latvia). However the same year the number of permits actually bsed
Latvian haulers was only 26 and 243 correspondemtiys fact characterises relatively low activity@ng
Latvian entrepreneurs and road transport operaggarding the Turkish market in comparison to Russi
Belarus, for instance, where the number of avalaid required permits was correspondently 9000 and
8012 - in case of Belarus and 56000 and 5599%ase of Russia (Road Transport Administration d¥ilea
2011).

At the same time since 2007 the size of quota aednips requested transportation to Turkey
continuously increases (see Table 1).

In 2010 according to CSB data 2490 companies vwagistered under the NACE code 49.41, operating
in the sector of freight transportation by roadj 879 enterprises - under the NACE code 52.21 atipgrin
the sector of service activities for land transaioon.

However road carriers of Latvia specialise basyaalltransportation from West to East, and onlyralé
part of them works with Turkey. Mainly they are thege companies, doing various types of transporis
and logistical services.
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Table 1
Size of Turkish quotas established for Latvian roadhauliers since 2007, number of permits
Type of licence 2007 2008 2009 2010 2011
Quota| Number| Quota| Numben Quota | Number] Quota | Number| Quota| Numbern
of of of of of
licences licences licences licences licences
Bilateral +Transit+| 150 54 150 12 500 30 700 24 700 26|
from/to third
countries
Bilateral +Transit+| 100 3 150 144 300 290 404 243 400 243
from/to third
countries
(arrived without
freight)

Source: Data of Road Transport Administration oflia
http://www.atd.lv/lat/kravuparvadajumi/starptautesk20parvadajumi/vienreizejas%20atlaujas/?doc=1555

It is necessary to point out that as the transporhpanies often conduct their activity in various
directions (not necessarily dealing with only taddhaulage), they are not frequently included enlist of
enterprises dealing with transportation servicestigular within the sectors of code 49.41 and bRy
NACE classification.

By road haulage mainly peat, wooden materialsefdlass and cosmetics are exported to Turkey. &t th
same time food products (mostly fruits and vegessibltextiles, clothes, cosmetics and electricaiceés are
imported by road transportation from Turkey to liatv

It is essential to specify that in Turkey, roadnsgort is the main type of transportation withir th
country and the second - for international trantsgimn. According to the Turkish Institute of Ssits, the
shares of road transportation in export and impere 40 % and 23 % in 2010.

At present there are 1200 international motor partscompanies in Turkey, 250 forwarding agents and
200 customs warehouses, which offer logistics sesvior international trading companie$rgnsportation
and logistics” industry report, 2011).

The legislative system of Turkey, regulating thteiinational road transportation after introductafn
legislative reforms works mainly according to the Bolicy objectives and priorities. This fact faiates
cooperation of Turkey with Member States in theesplroad haulage. Cooperation between Latvia and
Turkey in the field of road transportation and Kiigis could develop increasing volumes of goodsaver,
developing further multimodal transport systems iamtekrmodal transportation.

4. THE INVOLVEMENT OF TURKEY IN IMPLEMENTATION OF EU R OAD
TRANSPORT POLICY

Development of the transport sector contributesiigantly to the development of every national
economy. However strengthening cooperation betvaggerent countries in the transport sector can énak
them economically stronger and politically morebsga It would also help them to align the countries
differences in the economic costs, competitiveraexs the social agenda. The transport industrysielfit
represents an important part of the economy: inBbeit directly employs around 10 million peopledan
accounts for about 5% of GDP (White Paper, EC 2011)

The present EU transport policy fosters the furtbeoperation between EU member states and EU
enlargement countries (such as Turkey, Croatia,edl@cia and Montenegro) in EU’s neighbouring regions
focusing on the creation of a Single European TrarisArea having the aim of “reducing the time and
resources spent on transportation of goods anitesf(The EU and its neighbouring regions, EC 2011

New transport patterns must emerge by which lavgrmes of freight can be carried jointly to their
destination by the most efficient combination @nsport modes. This implies greater use of roadana
air transport for freight, developing multi-modallgtions relying on waterborne and rail modes furg-
hauls.

It is important to stress that closer integrati@meen the transport markets of the EU and thogkeof
enlargement and neighbouring countries can makepat connections faster, cheaper and more efficie
Prospects for closer market integration will relp the ability and readiness of neighbouring and
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enlargement countries to move towards standardsaguat to those applied in the EU in areas, ligtety,
security, environmental protection and worker trealtd safety.

The EU Commission outlines policy measures inratigport modes — road, rail, aviation and maritime
to link the transport systems of the EU and itghkours.

At the same time further integration will be cadrieut as a part of the enlargement strategy aridein
context of accession negotiations. The EU asdigtehlargement countries in their alignment with U
acquisto create appropriate conditions for the integratf transport markets.

Road transport plays a key role in trade flows withse neighbouring countries with which the EU
shares a land border (The EU and its neighboriggpns, EC 2011). However, cumbersome administrative
procedures at border crossings remain an obstacleetefficient flow of goods between the EU anideot
countries. Therefore the facilitation of borderssing procedures is of key importance in stimutptiade
by cutting time and costs.

Since 1995, when the EU Customs Union with Turkeswestablished, the volume of trade between
Turkey and EU member states has significantly ewed. Today, more than half of Turkey's trade itk wi
the EU countries.

Moreover according to EC Progress report about &u010, accompanying the communication from
the commission to the European parliament and then€ll enlargement strategy and main challenge$-201
2011, essential progress has been made by Turkeleirarea of transport networks. The Ministry of
Transport finalised a technical document on thertutTrans-European Transport Network (TEN-T) in
Turkey and the priority projects of European inséren the TEN-T Network. In the meantime, Turkeg ha
effectively utilised pre-accession assistance totinoe technical preparations for transport infiasture
projects on the core transport network includingibage of auto transport.

One of the priorities for the EU’s cooperation withighbouring regions is a improvement of roadtgafe
through training, sharing best practices, awarerassg and promoting safer road infrastructuneluding
secure parking. The community will investigate gassibility of extending common EU-wide intelligent
transport systems (ITS) services to the neighbgwountries as well. Examples of ITS applicationdude
electronic tolling systems on motorways, GPS aaffitrsupervision systems, and warning systems ssch
the automatic "e-call" which alerts emergency s&wiif the driver is unconscious after an accid&rs.
systems can be applied to both passenger andtfteagisport, in every transport mode including road

In most neighbouring countries the mortality duehte road traffic injuries is considerably highgr.
case of Turkey the number of deaths per milliorabitants was relatively low - 58 comparing to 70 as
average indicator in the EU27 in 2009. At the séime Turkey as a country with a small vehicle pagioh
may show a low fatality rate per million inhabitariiut a high fatality rate per million vehicles. 2009
fatality rate per million vehicles was 510 in Tuykeomparing to OECD average — 124 for the same yea
(OECD Factbook, 2011).

It is also important for neighbouring countriesratify and apply EU and international standards on
vehicle safety and environmental performance. Is tlespect Turkey became a party to the European
Agreement on the international carriage of dangergoods by road (ADR) on February 22nd, 2010.
However, the institutional and technical capacityhe Directorate General for land transport (DGILa0
implementing the ADR remains limited.

26 additional inspection stations for the weightl @imensions of commercial vehicles were built in
2010.

Regarding access to markets, only modest steps leae taken in liberalising mutual road market
access. Most EU member states have bilateral raadgort agreements with neighbouring third coaastri
Those agreements ensure mutual market access daspitas (the number of permits issued annually by
the competent authorities of the each country’staating Party). A similar International Road Trpog
agreement between Latvia and Turkey was signe@896.1At the multilateral level, quotas are alsocedkted
by the International Transport Forum.

Several neighbouring countries have expressecdesttar increased road market access with the EE. Th
main objective of such an initiative would be graltiuto remove quantitative restrictions excharigan for
implementation of the standards that guaranteeytiadity of road transport services between the BU a
neighbouring countries, which is a concept notudel in the current bilateral regimes. As around®af
freight is transported by road in Turkey (accordingthe information of International Transport Foi
such dependence on road transport creates vulhigeabilndications such as congestion, environment
downsides, border-crossing problems, road taxafiestrictions on road traffic, permit shortages and
customs constraints are some examples.
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In order to overcome this vulnerability and to bmeomore sustainable, Turkey is undertaking initesi
to develop inter-modal transport solutions that gidly yield results without losing the advantagsd its
competitive road transport system. Internationaldreransport operators have adapted to the intenat
context by implementing innovative solutions whicombine road, sea and Roll-on Roll-off (RO-RO)
transport.

To ensure that similar standards relating to roadsport are followed in the EU and neighbouring
countries, it is important that the implementatafnthe digital tachograph in neighbouring countriesn
line with the requirements of the UN Agreement aividg time/rest period rules in international road
transport (AETR)

In January 2010, Turkey appointed the Ministry oarisport (MoT) as the national authority charged
with establishing a digital tachograph system (DTH)e MoT has delegated its tasks to the Union of
Chambers of Commerce (TOBB) via a protocol. The lémenting legislation concerning the use of
tachograph devices on vehicles providing intermatidgransport services entered into force on 21 Rzi0
and first user card was issued in September 2046®.Thrkish regulation is in line with Council Regitibn
3821/85/EEC “On recording equipment in road tranS@nd the European Agreement concerning the work
of crews of vehicles engaged in international risadsport (AETR).

However on road transport, legislative alignmergareding driving and rest hours of drivers by the
Ministry of Labour and Social Security is slow. thar work is required, especially in order to aligith the
new legislative packages adopted by the Europedonliter 2007.

5. DEVELOPMENT OF ROAD HAULAGE SECTOR IN LATVIA

Latvia has successfully met the EU requirement®ad transportation and introduced in the legisitati
main conditions regarding access to the marketas6@nger and cargo transportation, driving andngest
regimens of professional drivers, technical paransetof road transport vehicles and traffic security
conditions, organisation of dangerous cargo roadsportation, control in road transportation anent
requirements related to road transportation.

However as it is stressed in “Transport Developnt@unidelines 2007-2013” since 2001 the following
negative tendencies were noticed in the Latviad tcansport sector:

« the condition of motor roads continued to detetmra

« the number of road vehicles rapidly increased, tsutiglly increasing the load on motor roads;

« the number of road accident fatalities was stiltyvhigh in comparison with other European
countries.

Therefore the main aim of Latvian transport polioythe fields of road haulage was to succeed with
comfortable and safe traffic within State motor do@etwork, which conforms to the demand and the
financial possibilities.

Table 2

Policy measures currently applicable within the Lavian road transport policy

Policy directions (objectives) Policy measures

1. Improvement of quality of the infrastructurg Maintenance and development of motor roads;

- Reconstruction of transit cities’ streets;

-Keeping coach (inter-city) transport network iir fzondition;

- Keeping the regional motor roads in the fair dbads;

- Development of access roads as a part of parfigistructure;

- Improvement of large cities’ infrastructure faetlink with TEN-T;

- Construction and reconstruction of TEN-T motord®émajor State roads);

- Application of engineering and technical measwéhin Road Traffic Safety
Program:

- Improvement of Stationary lightening systems fampulated and dangerous
places on the road;

- Consolation of traffic in urban areas;
- Elimination of pedestrian walkways in dangerouscgs; construction of
tunnels, bikeways, protection barriers, the sphessholds, and safety islets;

- Speed elimination measures in dangerous placéseomads;

- Strengthening of the driving speed control armblabl intoxication controls o
the roads;
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-To specify the populated areas by installationoafl signs.

2. Raising the level of road safety, specified inKeeping the regional motor roads in the fair dtads;

details by Road Traffic Safety Program: - Improvement of urban traffic safety;

-Safety guaranties on less protected roads -Increase of road traffic safety;

- Raise of child security on road; - Reduction of the number of road accident’s fa&dit

- Safe movement of carriers, complying th&Vithin the Road Traffic Safety Program 7 main measurave justified for each
speed regimes ; objective considered in the Program:

- Extermination of driving in alcoholi¢ - Improvement/amendments in the legal basis reigglabad safety policy;
intoxication; - Control of behaviour of road users;

- Decrease of driving in tiredness conditions, Development of consciousness of road users;

complying the driving and repose regimes); | - Application of engineering and technical measufas road and street ‘s
- The decrease of hardness degree of romdtwork improvement (see also Policy measures regfeto Improvement o
accidents; quality of the infrastructure);

- Encouraging the involvement of society |in Education and training of road traffic users;

solving the problems related to road safety; | - Increase of effectiveness of Lifesaver Servicesldrgent Medical Aid Service

- Continuous implementation of measufesMaking the research on the fields of road traffadety (including provision of
directed to normal regime of road trafficcontrol of drivers’ working regimes, Improvementife Safety and Protectio|
according to road safety requirements. services).

>

3. Coordination of efforts between the Co-ordination of safe circulation of dangerousdgmo
Ministries and other state institutions on the Raising of qualification of specialists ;

fields of transport policy application (including- Co-ordination of the road traffic safety measures;
education and research) - Development of education systems for pedagogeashing road safety issues
in the schools;

- Issuing the study guides for teaching of roaétyadnd road traffic regulations
- To create the Educational Road Safety Centrerdstelubs, exhibition centres,
etc.
- To create interactive road safety webpage (E-atitut) and application of
computer games in the teaching process;

- Creation of common and successive road safety agiduc system throug
preschool, primary, secondary and high school evel

- Making the research on the fields of road tra$fidety (including provision o
control of drivers’ working regimes, improvement Kife Safety and Protectio
services, the impact analysis between driversdtiess and the level of road
safety etc.)

Source: Transport Development Guidelines 2007-201B://www.likumi.lv/doc.php?id=139865L atvian Road
Traffic Safety Program for 2007-201Bt{p://www.likumi.lv/doc.php?id=155901The Strategy for the Daily
Maintenance of State Motor Roads (2007-2014)

Taking into account that the road network is thedgnated part of whole national transport systdma, t
important objectives for the development of Intéioreal road haulage and Latvian transit sector aydo
increase quality of motor roads, including curreraintenance and development of State motor roats 2)
raise the level of road safety 3) to develop theastructure of road network as well as 4) to pdevi
effective coordination of transport policy measuegsplicable by different state institutions, indhgl
measures on the field education and research makKimg policy measures currently applied in order to
succeed in achieving the main objectives of Latv@ad-transport sector are shown in Table 2.

According to legislative acts applicable curreritiyoad haulage sphere, the most important pridoity
the further development of Latvian transport poiggignificant rising of the level of road safeiy¢luding
“safe movement of highly qualified drivers on tla#esroads by technically approved vehicles” (Miryisif
Transport of Latvia, 2011). For this purpose Latvidoad Traffic Safety Program was elaborated and
currently is carried out. During the years from 20@ 2013 within the Programme mentioned it was
assumed to spend more than 142 million Ls (203onilEUR) on the implementation of the whole package
of road safety measures. Almost 52% of total fugdiras going to be used on increase of effectiveokss
Lifesaver and Urgent Medical Aid Services. Arourg¥Bof funding went to application of engineeringlan
technical measures, including improvements of raafdastructure. But 13% of Programme finances
assumed to spend on measures related to strengghtr@ control of behaviour of road users, inclgdin
international carriers as well.

According to EU transport policy objectives durithgg decade from 2001 to 2010 it was necessary to
succeed the double decrease in the number of deatheffic accidents in Latvia. That means thaanye
number of victims of road accidents should not edc230 — in 2010.

However, according to the data of Ministry of Trhao, such policy objective was even left behing du
to effectively applicable Road Safety Policy in\iatduring several recent years.
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Since 2001 number of deaths on Latvian roads wasedsed by 60.9%. This was the best achievement
among all EU countries. While successful followittgthe policy objectives in the field of road sgfet
Latvia is still behind of many other countries @mrhs of mortality level in traffic accidents. Fastance, in
2010 the number of deaths per million inhabitards ®7 in Latvia, comparing to 62 as average indidat
the EU27 (according to data of European Commissi@ngording to provisional estimations of Latvian
Ministry of Transport in 2011 the number of deathsraffic accidents has decrease by 19.3% in coispa
to 2010, showing the lowest number of fatalitied atvia — 176, since the registration started byident
statistics.

Another essential priority of Latvian road-trandgmolicy is the maintenance and development of moto
roads as well as keeping them in acceptable condilihe technical condition of motorways is onethef
factors, which has essential impact on level ofireafety and intensity of use for international lages.
According to information published in “State motarys 2010” yearbook, the condition of Latvian motor
roads continued to deteriorate. One half of aspfwEts and one third of dirt roads were classifisd
destroyed in 2010. In case of 39 bridges the diffetypes of traffic limitations were introduced foeight
haulage crossing them.

Continued lack of state financing to road systens waentioned as the main reason for the poor
condition of Latvian roads. Therefore large-scaldrconstruction projects have been carried oudtinvthe
framework of co—financing measures applied by CiomeBund and European Regional Development Fund.
For instance, applying the joint financing in comi®n of the European Regional Development Fulnel, t
reconstruction of roads was completed on six afieregional road segments, connecting regiondtegn
and providing convenient access to main state matys in 2010.

As already mentioned the “Via Baltica” is an imgt transport corridor, which runs in the North-Sou
direction through Latvia. The most significant istraent in the development of the "Via Baltica" moatay
was made by using the European Union pre-acceBemmcial instruments of PHARE and ISPA. Within the
“Reconstruction Programme of Main State Roads $umfgfor 2011 — 2012" it is also planned to renevat
certain segments of E67 motorway. Traditionally mhest congested part of Latvian motorway network is
observed to be on the segment of route E67 clostiga. In 2010 compared with the previous year, the
traffic load on “Via Baltica” road around Riga citgse by 11%, which can be considered as an inoicat
growth of entrepreneurial activity following the agmomic slowdown. The congested segment of E67
motorway is used by transportation of freights fr@entral-Eastern parts of Europe and from Southern
direction of road haulages coming from The UkraBwlgaria, Romania and Turkey.

Among the policy measures essentially affectinglrmaffic safety there are legislative restricticard
incentives regulating the process of transportadfosiangerous goods. As the majority of dangerauslg is
internationally transported, the negative consegegf possible accidents can be concerned fardhder
of countries. That is why the common internatiosgétem for safe circulation of dangerous goods was
created. The safe circulation of such type of gdagdies precise international compliances accardin
regulatory basis referred to strict classificatioh goods/freights, packaging, labelling, and harglli
procedures, transportation orders and technicalinements to the transport facilities and its mamaince,
staff training and certification. However in Latwiae majority of all requirements are managed gt af
different institutions, whose obligations are nobinated properly. For instance, five differeninigtries
and two state institutions are responsible fored@ht aspects of circulation of dangerous goodkatvian
territory. Therefore, since 2005 different orgatimaal schemes were considered for the process of
coordination and safe carriage of dangerous goddsvever there is no effective coordination scheme
elaborated and introduced for the circulation afgkrous goods up to the present in Latvia.

On the basis of the Latvian national road transpoticy currently implemented and anticipated to
develop in the future (at least until 2013) Latvidmrkish cooperation can be considered in theofalhg
directions:

« Usage of currently exited traffic routes (for inmsta “Via Baltica” or other motorways connecting
Latvian border crossing points with Latvian portsj export/import of goods or making transit
through Latvian territory from Turkey to Scandiravicountries or to Latvian ports. However for
these purposes the quality of the road network Ishioe essentially improved by renovation of road
surfacing, developing the infrastructure for intional road carriers (for instance construction of
parking lots on Latvian territory) and further inpement of traffic safety.

o Construction of a modern distribution and logistaentre in Latvia providing a wide range of
services such as warehousing, loading and disatgaifi cargos, handling, completion of custom
formalities, etc. will be able to attract foreigntepreneurs by opening additional opportunitied an

82



Journal of Business Management, 2012, No.6 ISSN 1691-5348

market niches for packaged freight handled on laatterritory and further transported to the eastern
and northern destinations.

6. METHODOLOGY APPLIED IN THE RESEARCH

The application of qualitative methods of analysere based on organization and conducting surveys
among the experts and representatives of Latvarsport companies specialising on road carries dsgtw
Turkey and Latvia .

In view of the lack of information characterizingat cooperation between Latvia and Turkey on the
fields of transport and logistics the method ofveying experts was used developing the questioam&dr
the interviews.

The primary selection of potential respondentshia toad transport sector occurred on the basis of
unpublished data of the Central Statistical BurefLatvia (CSB), especially requested for the pnése
research. The information showed the total numbéatvian enterprises conducting road transpontatis
not all the enterprises specified by CSB, madespartation to Turkey, the final list of respondentas
formed directly through a poll of representativeseeprises, who agreed to participate in the sur¥égy
were: SONORA Ltd., DB Schenker Ltd., DSV Ltd., Bdttd., Association “Latvijas Auto”, and AWT Ltd.

To identify the enterprises working with Turkey wpessible with the help of the Latvian Road
Transport Administration which gives permission foternational transportation. Senior executived an
managers of transport, trade, logistical companigs representatives of professional associatiorialyna
participated in the interviews.

7. ANALYSIS OF MAIN FACTORS IMPACTING THE LATVIAN-TURK ISH
COOPERATION IN THE FIELD OF ROAD HAULAGE

For revealing the factors influencing Latvian-Twstkicooperation in the sphere of transportation of
cargoes and transit, a survey of experts was maieeatrating on the following questions: 1) suiigbof
given transportation mode for cargoes deliverimstween Latvia and Turkey; 2) specificity and coft
cargoes deliveries; 3) possibilities for expansudrtransit deliveries through Latvia; 4) identifican of
obstacles and opportunities for cooperative devatog between the two countries.

Road transportation of cargoes to/from Turkey imgoboth proprietors of motor transport, and the
forwarding companies (for example, “SONORA RW” Lt@)SV Transport”, “DB Schenker”, etc.), acting
as intermediaries between road transport companigsellers of goods.

The route of road transportation of cargoes fromkéy to Latvia, Estonia, the Scandinavian and other
EU countries is shown in Figure 2.

As one can see in Figure 2 delivery of cargoes filarkey to the EU countries is carried out in EU
territory to avoid rises in the price of transptda connected with crossing third countries bosdeéxs
respondents pointed out, cargo from Latvia to Tyrle usually transported through Lithuania, Poland,
Slovakia, Hungary, Romania and Bulgaria and it limw 2.7 thousand kilometres long distance for
transportation.

Among the exported cargoes transported by motarsprart from Latvia to Turkey, respondents
specified peat, fibre glass, materials from woodemals, cosmetics.

Food products, citron, dried fruits, nuts, plumbprgduction, building materials, textiles, clotheasd,
the electric goods are more often imported.

Among the interviewed companies, there are compantdch specialize only in import deliveries of
production from Turkey, for example, “SONORA RW”d.tand “Bats” Ltd. Each of the companies
specializes in different categories of goods. SatéB Ltd imports citrus, dried fruits and nuts, hwithe
subsequent export of the bigger part of the praiacRussia.

The company “SONORA RW” Ltd. imports into Latviauphbing production, building materials, and
textiles. Other companies, such as “DB Schenkevidaand “AWT” Ltd. are engaged both in export and
import transportation, but specialise in transgataof different goods. If the company “DB Schenke
Latvia” exports, basically, cosmetics and variousdaiar freights, the company “AWT” Ltd. transpotts
Turkey peat, fibre glass, materials from wood. Impteliveries of these companies partially coincite
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textiles and food products. However apart from,ttte¢g company “DB Schenker Latvia” imports cosngtic
and electric goods, and the company “AWT” SIA — artp plumbing production.

(EET

-

Figure 2.Road transportation from Turkey to Estonia and 8cevian countries
Source: information from the expert interviews

During the survey, respondents emphasized that fitot always easy to fill vehicles travelling from
Latvia to Turkey compared with the return trip widfficulties filling vehicles don't arise.

Cargo from Latvia to Turkey is delivered in approgtely 7-9 days by road transport. In case of
modular cargoes, the duration of transportationicarease.

Analysing seasonal influence on the duration aigpartation, respondents expressed opposite oginion
Some of them considered that the season of a yemEnd essentially influence the time of transpgmma
Others, on the contrary, expressed the opiniontkigge are increases in duration of transportatioig the

winter period.
Table 3

Structure of expenses of cargo transportation by rad transport from Latvia to Turkey

N Expenses Share %
1. Fuel expenses 70%
2. Administrative expenses and the salary of a driver 20%

Amortisation of transport vehicles 5%
4., Permissions, road tax etc. 5%

Source: according to the expert estimations

As respondents specified, expenses for deliveryhef 20-foot container from Latvia to Turkey (to
Istanbul) by road transport in average are 220@MZH0R. The structure of expenses for cargo tramapon
by road transport is presented in Table 3.

By the estimates of respondents, expenses foiirfusdrgo transportation from Latvia to Turkey make,
about 70 % of the total. Administrative expensas|uding expenses on the salary of a driver acctamt
about 20 %.

As the representative of the interviewed compapddsted out, at the moment the basic share of esrgo
exported from Latvia to Turkey involve goods ofhet low cost and great volume (as scrap metal, peat
wood) which are more profitable to transport by setead of other transportation modes, such at ooa
railway.
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At the same time representatives of the forwardiompanies stressed that very often transportation
from Turkey to Latvia is carried out by haulage ttactors from Romania, Bulgaria, and Turkey. Tlist f
allows enterprises which carry out forwarding segsiin Latvia to have lower expenses for the ojweraif
their own transport, and, sometimes to totally edelthe use of their own vehicle park. Respondeifntise
Latvian motor transportation companies also spettifiig competition with Lithuanian carriers.

Estimating the possibility of increase in transilideries of cargoes by motor transport from Turkey
through Latvia, participants of the survey stresseel absence of special perspectives because of low
demand for transit transportations in North-Southdirection, the bad condition of Latvian roads dinel
road infrastructure, the essential excess of cosbanl transportation in comparison with sea transand
the considerable distance between the countries.

The major factors interfering with development abperation in the field of road transportation, as
respondents outlined, is the considerable disthet@een the countries and cost of transportatignoad
transport. Road transport is usually expensivédaige volume cargoes which are easier to trangyyosea.

One of constraining factors for development of rbatsportation with Turkey is also the low demand
for the Latvian goods in Turkey, as well as the Ismalumes of Latvian production. There are often
difficulties with filling the vehicles going to Tkey.

All experts admitted the fact that unsatisfactonalgy of roads in Latvia and through Bulgaria and
Romania compared with a good quality of Lithuaniaads.

According to experts, competition between Latvimmpanies for road transport in North- Southern
direction is practically absent. Their competitare more likely to be Lithuanian road transport pames.
Essential part of road transportations betweeniaatmd Turkey are often made by Turkish, Romanrah a
Bulgarian carriers as well. However the overwhefmimajority of road transportations are made between
countries of the EU and Russia, i.e. in the Wé&sdst direction.

As a negative factor interfering with the developinef cooperation in road transportation, respotslen
mentioned bureaucratic obstacles at the TurkisbdyoiRespondents specified that procedures fosicrgps
the border take a long time.

Estimating the possibilities for development oftlier cooperation with Turkey, respondents specified
the necessity of taking some actions which coulgieeed as favourable in the development of codjmara
between Latvia and Turkey. Almost all the managérsompanies interviewed, and also a representafive
the Association “Latvijas Auto” pointed out the essity of road repair and the improvement of theviaa
motor transportation infrastructure (for examplejrecrease in number of parking lots for freiglansport).

To increase competitiveness of Latvian motor cesyia number of experts who closely cooperate with
Lithuanian partners, suggested reducing the taddruand establishing maximum limits for fuel pritees.

As expenses on fuel make a considerable sharea$taof transportation, the reduction of fuel castihe
expense of taxes, would allow for lower transpariffis.

8. CONCLUSIONS

1. Although road transport is the second largest (aféa transport) mode of transportation between
Latvia and Turkey due to accessibility of the sesvand appropriate combination of delivery time and
transportation costs, a relatively small numbeLatvian companies is actually involved in road lagel of
goods between the two countries.

2. The overwhelming majority of Latvian motor carrieygecialize in goods transhipment from west to
east, and only a small part of them is working Witirkey. These are such companies as “DSV Trarisport
Ltd, “DB Schenker Latvia” Ltd, “BCL services” LtdSonora ekspedicija” Ltd, “AWT” Ltd, “BATS” Ltd.,
etc. Both major international companies, providdifjerent modes of transport and logistics servicesl
relatively small companies, specializing in condgaled cargo transport, are among the enterpris¢$atus
their activities on Turkish direction. Transportetiby road between Latvia and Turkey is more often
provided by Turkish, Romanian, Bulgarian and Lithiaa carriers as well.

3. Annual quota amount, set in compliance with thengerof the bilateral “International Road
Transport Agreement”, signed by Latvia and Turkes not been fully utilized, at least, during thst lfive
years. That indicates that there is an unused palt@mthe area of commercial cooperation andiage by
road.

4. Practical implementation of European transport qyolprovides conditions for strengthening of
cooperation between Latvia and Turkey in the spbérargo transportation and trade, as it facégathe
creation of a Single European Transport Space weitlargement countries and the EU’s neighboring
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countries and regions with the aim to eliminateribes and reduce the time and resources required fo
transportation of goods and services.

5. Closer integration of transport markets should lsed on the ability and willingness of the
enlargement countries (particularly Turkey) to dall European standards of safety, security, enviesmal
protection and worker health and safety. Furtheenfurther integration with enlargement countriesugd
be implemented as a part of the enlargement syrated in the context of accession negotiations. Ete
assists the enlargement countries in their alignmaih the EUacquisto create appropriate conditions for
transport market integration.

6. Further development of relations between Latvia Bundkey in the field of transport will depend on
the demand for goods and services within both cmmmtDevelopment of transport sector is largely
determined by the capacity of the domestic martket,level of business activity and demand for titans
services. Limited capacity of Latvian national nmetrin regards of volumes of the consumed goods and
services, as well as the availability of econontycailable alternative transport routes (bypassiagyvia) for
cargo transportation to Nordic countries and Rustees not foster an increase in cargo traffic betw
Latvia and Turkey in the future. However, businesdivity growth in the post-crisis period may
significantly increase the freight turnover betwéasm two countries.

7. According to experts, stability of Latvia's fisqadlicy, tax rebates, promotion of Latvian goods in
Turkey and the development of trade of goods with tadded value might facilitate cargo flow growth.
Specifically, the Ministry of Transport of Latvidguld coordinate the operation of transport seeitr the
aim to implement an integrated approach to devedmpnof transport system based on coordination of
activities of various organizations and governmigodies. Establishment of the international distitiu
centre for packaging and redistribution of goodshia territory of Latvia, as well as the developmeh
overall national transport concept based on thecjplie "The whole territory of Latvia — a singlegletics
centre" would significantly increase the efficienafythe entire national transport system and thexifip
modes of transportation, including the ones of ®irkoute.
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