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Summary 
 

The goal of this research by the authors is to evaluate the role of tourism in regional 
development in Latvia.  They have focused on the identification and mapping of spatial 
structures in Latvia, choosing the Sigulda region as a textbook example of such territories.  
The authors review various theories concerning economic and regional development, also 
focusing on their application when analysing the development of tourism whilst emphasising 
the particular role of social factors therein.  The concept of clusters has been chosen as the 
most appropriate theory for evaluating the spatial structure of tourism.  Focus group 
interviews and content analysis methods were used to identify the cluster and to evaluate its 
structure and its webbing.  In order to define the spatial boundaries of the cluster, the authors 
mapped the region of perception and calculated indices related to compactness and 
connectivity.  The result of the research was the identification of a tourism cluster – the radial 
contour of a radius of 20 kilometres around the distinct centre of Sigulda, one which is 
characterised by a high index of compactness (0.89) and connectivity (0.71).  The authors 
have identified primary and supplemental elements, their interaction and webbing, and the 
Turaida Museum Reserve as an engine for the cluster.  The development of tourism-related 
enterprises and the introduction of innovations indicate that the cluster in the relevant territory 
is operating on the basis of the proposed principles.  This research has confirmed the 
advantage of a cluster – the ability to attract new business innovations despite existing 
competition in the area. 

 
Keywords:  Tourism cluster, regional development, spatial structures of tourism, 

creative milieu 
 
Introduction 
 

Tourism is a sector which is often seen as an opportunity for regional development.  
This is particularly true in areas where there is an attractive environment, with interesting 
aspects of culture and history, as well as local residents who are full of initiative.  There are 
many such locations in Latvia, and most local governments are involved in supporting the 
tourism sector.  This depends on the relevant duties, competences and priorities.  Practice in 
other countries, however, shows that it is not rational to organise tourism efforts in a single 
local government territory and in isolation from contiguous territories.  This is seen in the co-
operation which exists among entrepreneurs at various levels, including those which extend 
beyond the territories that have been identified on an a priori basis.  Competition in the 
tourism sector is becoming more severe, and for a long time now, the “battle” has been not 
among individual companies, but rather among alliances, regions and entire countries.  
National tourism policies have become increasingly important.  What is the reason why some 
regions flourish, while in others, development is still described in the context of the word 
“potential”?  How is tourism in Latvia developing in the surrounding geographic space?  In 
seeking answers to these questions, the authors researched the development of tourism in the 
Sigulda region, where in addition to administrative and territorial reforms, there have been 
strategic decisions vis-à-vis the development of the tourism sector in future. 
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Materials and discussion 
 

Significant theories concerning the development of economic geography can be 
applied in the context of spatial understanding when analysing the role and nature of tourism 
in regional development.  The tourism sector is mostly made up of companies in the services 
sector, which means that processes of industrial manufacturing are less important in this 
regard.  In contrast to raw materials that are needed for manufacturing, the more significant 
role here is performed by social sectors.  That is specifically why the spatial structures of 
tourism are not deterministic, and they cannot be described exclusively on the basis of 
physical parameters, even if their cornerstone is made up of natural, cultural and historical 
resources.  This would be a one-sided approach, because tourism is also based on social 
relationships and the values created therein. 

This concept has been applied to all manufacturing sectors by the German geographer 
Schamp, who argues that the social sciences have a great role to play in explaining the 
contemporary processes of economic geography today.  This, writes Schamp, requires 
particular attention now, when we are living in the age of information and communications 
[Schamp 2000: 5]. 

Technological processes and new research into the interaction between various areas 
have helped to enhance perceptions about geographic locations, emphasising the networking 
of people and the goods and services which they create as a means for organising modern 
production and for enhancing regional development.  Various modernisation theories in this 
regard date back to the 1960s, when capitalist countries were developing more rapidly.  
Rostow developed the theory of economic growth stages, arguing that any society must 
pursue growth on the basis of the proper example set by the developed West.  The highest 
stage, argued Rostow, was the emergence of an age of high mass consumption [Rostow 1960: 
20-21].  As Ford-type manufacturing flourished at the time, mass tourism also developed, and 
in Europe this particularly was characterised by the development of chains of huge leisure 
resorts.  The creators of the theories of modernisation, however, accepted a non-modern 
society as being traditional, one which was not prepared for innovation.  This view was later 
criticised [Addicks & Bünning 1979: 11-14; Pearson 1969: 156; Winter 2004: 5, et al].   

Nevertheless, even in the criticised theory of stages of economic growth, one can find 
the thought that internal processes in a society can serve as a foundation for growth even if 
they are not completely listed [Rostow 1960: 20-21].  The authors who created the theory of 
economic dependency (Prebisch, Frank, Cardoso, Senghaas) criticised theories about 
modernisation and pointed to the dominance of central locations, which had been proposed 
before.  Mostly this was applied to the economic relationship between developed and 
developing countries [Senghaas 1977], but the nucleus of the idea about the “unequal 
development of a broader territory” can also be applied at the regional level.  In tourism, this 
is manifested in the fact that there are distinctly dominant tourist locations, the popularity of 
which changes in according with the tourism destination life cycle that was described by 
Butler [1980; 2006], but which have poorly developed regions in their periphery (e.g., South 
Africa and Mozambique).  The dependency theory was criticised by supporters of the neo-
classical principle of returning, at the regional level, to the concept of homo oeconomicus.  
This concept claims that under conditions of competition, the interaction of push and pull 
factors will mean that excess capital in developed zones and mobility of the labour force will 
promote an evening out of the development of regions that are at different levels.  The roots 
of this theory date back to the 1950s, and it was promoted by authors such as Solow, Phelps, 
Siebert and others [see, e.g., Siebert 1969].  Various institutions are attempting to implement 
similar solutions to this very day, but not always with much success.  The human factor can 
be blamed here.  Those who are involved in tourism cannot be characterised as examples of 
homo oeconomicus, because they do not always act rationally, in line with market principles, 
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predictably or logically.  Myrdal [1957], for instance, has argued that regional inequalities are 
a permanent thing and are dependent on levels of development.  In accordance with Mydral’s 
model, these manifestations are seen far more broadly in Latvia than just in the context of the 
tourism sector.  Many young people are moving from peripheral regions to the capital city of 
Rīga.  The labour force in the peripheral areas ages, and that limits opportunities for new 
activities to emerge.  The result is that the inequality between the capital city and the 
periphery becomes even worse. 

It is hard to accept this thinking, however.  Despite increasing internationalisation in 
manufacturing, for instance, there was also further development of the idea of the dominance 
of endogenous factors in economic development.  The origins of these ideas date back to the 
early 20th century, according to Sombart [1987].  The export-basis theory speaks to the 
identification of dominant sectors in a region.  It seeks to explain the multiplicator effect, 
arguing that a basic sector can maintain several secondary sectors.  If tourism is a basic sector 
in economic output in a region, then each person working in tourism creates two jobs in other 
service sectors.  If we assume that each of these people is providing for a family, then we see 
that the number of people who benefit increases considerably. 

The concept of endogenous development was developed by Giersch [1963] and then 
supplemented by Hahne and others.  The main idea is that the endogenous potential of a 
location is a foundation for economic growth.  Endogenous potential was identified as the 
whole set of developmental capabilities in a region, as described through areas of activity that 
are limited in time and space [Hahne 1984].  Authors have sought solutions to problems 
related to regional development and emphasised the identification and activation of 
development potential.  They have pointed to methods such as investments so as to improve 
weaker areas, regional specialisation and emphasis on regional advantages, and promotion of 
internal interaction within a region [Giersch 1963; Hahne 1984]. 

This correlates to the concept of growth poles which was developed in the 1960s by 
Paelinc and Lasuén.  They tried to deal with links between economic growth and spatial 
structures.  One of the most fundamental claims in this context is the concept of growth poles, 
along with the idea that innovations are interrupted in time and space [Paelinc 1977; Lasuén 
1969].  In essence, this is in line with manufacturing clusters, which were described later, and 
with much precision, by Porter [1990].  These authors believe that growth is possible in those 
areas where there is sufficient population density – something which basically coincides with 
population structures.  Richardson [1980] points to the reciprocal nature of polarisation, 
which shows growth opportunities for smaller centres in the periphery of the main centre.  
The cluster concept in particular emerged as one solution to facilitate economic development 
outside of major centres and to strengthen regional structures as such. 

Porter referred to the British economist Marshall, who 100 years ago (in 1890) 
proposed ideas about the local relationship among companies which carried out different 
functions.  The example which Marshall used was the manufacturing of knives and the 
manufacturing of equipment to process wool.  This was a new shift in the development of the 
relevant concept.  Porter defined a cluster as a group of companies, suppliers, service 
providers and institutions that are interrelated in a single sector, are in geographic proximity, 
and engage both in mutual competition and co-operation [Porter 1990].  The European 
Commission’s regional policies particularly emphasise the principle of clusters.  A cluster is 
defined in more general terms – it is any concentration of interrelated companies in a single 
sector or in adjacent sectors in a small geographic space, thus leading to the emergence of a 
network which has potential for joint innovation [EC 2002: 14].  The German researcher 
Kiese [2008] has pointed to the broad interpretations that are found in various sources as to 
the scope and structure of cluster.  Clusters can be described through three elements – spatial 
proximity, networking and external accessibility [Genosko 2006].  Growth-based cluster 
policies include spatial and economic conditions, the specific conditions of a cluster, as well 
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as regional organisational capacity within the framework of the cluster [Porter 1990, 1998].  
The specific requirements for a cluster emphasise an identification of the initial size and the 
level of development, the level of interaction among strategic companies, and the intensity at 
which new companies emerge.  So-called cluster machines are among the prerequisites.  They 
are major companies which turn on the cluster [Malmberg et al 1996]. 

Other authors have described a cluster as an entity which more applies to the primary 
manufacturing sector, calling it an industry district [Pyke, Becattini, Sengenberger 1990; 
Pyke, Sengenberger 1992].  These authors attribute the following characteristics to such a 
cluster: 

1)  It is a set of many small and medium companies in a specific location – ones that 
are interrelated in a vertical production chain and a succession of industrial technological 
processes; 

2)  Companies and businesspeople in the cluster are large interrelated, but only some 
of the companies have access to the broad markets of the world.  These are nucleus 
companies.  They disseminate information about new products and make new design 
requirements vis-à-vis existing products, thus transferring knowledge to local suppliers and 
partners, as well.  This zone emerges as a unit for joint learning.  The way in which market 
access is organised becomes the key factor for success in the industry district; 

3)  Clusters seek markets of limited scope, but they typically involve a high level of 
product change, whether in design or in technique.  In these markets, the products of small 
and networked companies become competitive with the output of larger manufacturers 
because of specialised strategies and market niches; 

4)  There is a unified approach to the common product, which means that “collective 
entrepreneurship” in the industry district becomes a necessity. 

Networks among businesspeople become a “socioeconomic system” [Becattini 1990] 
– one which demands common values, behaviours and intentions, one which emerges from 
related structures, neighbourly relations, and other forms of co-operation and collectivism 
[Schamp 2000].  Courlet and Soulage [1995:290] have spoken about the unique mixture 
between the “archaic” (tribe or clan relations) and the “modern”.  Others refer to this as a 
creative or cultural environment which creates community in social, political and economic 
activities.  The concept of the creative milieu seeks to explain why some economic regions 
are more successful than other ones.  The emphasis here is on the idea that the most important 
factor for positive regional development is a special level of quality in co-operation among 
the senior officials of different companies and organisations in the relevant area. Of particular 
importance are informal contacts that are based on mutual trust, as well as relations among 
individuals.  When this kind of a contact network is established, the exchange of regionally 
necessary information occurs more quickly, and the innovation potential of companies is 
based on social relationships [Brunotte, Gebhardt; Meurer et al 2002].  A creative milieu is 
defined as a set of close socio-informational relationships which emerge among qualified 
decision makers.  This shapes a positive image both in internal and external terms, and it leads 
to a sense of community and belonging at the regional level.  Those who are involved in such 
a system pursue collective learning processes and enhance opportunities for local innovations 
[Brunotte, Gebhardt; Meurer et al 2002]. 

Porter, referring to the work of other authors, as well, expresses the view that regions 
which have established clusters in specific sectors develop more successfully than others do 
[Porter 2003].  In general authors cite a series of positive benefits from clusters: 

• Increased productivity and competitiveness for enterprises; 
• Better market access; 
• Better survival rates for newly established enterprises; 
• Quicker diffusion of knowledge; 
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• A stronger sense of location and belonging; 
• Easier marketing for the location; 
• A more attractive regional job market. 

[Porter 1990, 1998, 2003; Genosko 2006; Schamp 2000; Kiese 2008] 
The cornerstone for the cluster concept is the idea that the potential strengths of the 

relevant region must be studied, the cluster must be identified, and then every effort must be 
made to promote the cluster (i.e., to strengthen the strong).  This enhances the attractiveness 
of the region as an economically active location, and it also helps to strengthen the businesses 
which are already in the region [Maier et al 2006].  The principle of clusters is most often 
viewed in the context of the manufacturing of goods, but the literature also offers a review of 
various examples of tourism-related clusters in places such as China, Australia, South Africa, 
Germany, and other countries.  The tourism technology cluster of the Balearic Islands is often 
cited as a purposefully created and successful example [TIC Turístico Balear 2008].  More 
often, however, authors argue that it is very complicated to create an entirely new cluster.  It 
is far more effective, they suggest, to support the further development of existing structures 
[Genosko 2006; Kiese 2008]. 

These are the interrelated elements which shape the structure of a cluster.  They are 
also the supply factors in the tourism industry: 

1)  Attractions and activities for tourists; 
2)  Accommodations for tourists; 
3)  Other tourism facilities and services such as tours, dining, shopping opportunities, 

etc; 
4)  Institutional elements such as tourism information centres, regional associations of 

enterprises, professional education centres, etc.; 
5)  Transportation and accessibility; 
6)  Other infrastructural elements such as telecommunications, electricity, etc. [WTO 

1994]. 
There are business relationships among these various elements, and management and 

organisation of the system are basically ensured by social factors.  These, naturally, are 
influenced by demand and the market.  There are links at a wide variety of levels among the 
elements, and these are both vertical and horizontal.  The links, however, are characterised by 
co-operation and transfer of information and knowledge in a manner that is localised and 
limited to the local space. 

At the same time, there is little in the literature about methods to define the size and 
external borders of a cluster.  This suggests that a cluster is dynamic, that it shifts in time and 
space. 

The concept of clusters encouraged these authors to conduct research in the Latvian 
town of Sigulda and its environs.  The goal:  To identify the spatial structure of the 
tourism sector and to map it out in the context of the cluster theory in the Sigulda 
region.  The authors identified as their hypothesis the assumption that if tourism is one of the 
leading economic sectors in Sigulda, then there must be a network of tourism companies 
which are typical of a cluster, and it must be possible to identify the spatial boundaries of this 
structure. 
 
Methods 
 

The authors used a combination of several methods in order to study the spatial 
structure of tourism in Sigulda.  These included both qualitative and quantitative methods. 

First there were seminars with the previously established initiative group in relation to 
tourism in the area – the Sigulda Region Tourism Association.  One of the initial research 
methods involved two sequential focus group interviews, the aim being to identify the internal 
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factors of the development of the regional tourism sector.  Next there were partly structured 
interviews with local businesspeople.  The methodology in this research was based on 
recommendations about qualitative research in the field of tourism that were developed by the 
Australian researcher Jennings [2005] and the British researcher Thomas [2004].  
Participation in the introduction and development of regional tourism innovation (magnetic 
regional tourist privilege card) in this area allowed the authors to use the observation method 
which has been described very well by the British researcher Cole [2005] in terms of its 
advantages in comparison to other methods.  A total of 48 businesspeople from the area of 
tourism took part in the two sections of the research.  In order to simplify the extraction of 
data, businesspeople were surveyed via the method of a structured interview.  These data were 
not processed in mathematical terms.  Rather, they served as a correlation of agreed 
viewpoints as to those issues that are of strategic importance to the local businesspeople in 
regard to the implementation of mentioned innovation.  In order to identify co-operation 
among businesspeople to a greater extent, partly structured interviews were also conducted 
with entrepreneurs (12 in all) in contiguous Līgatne town, which is in the middle between to 
large tourism centres – Sigulda and Cēsis. 

Cartographic methods were used to define the cluster.  Perceptual regionalisation was 
based on the work of Gunn and Worms [1973, cited in Smith 1995].  This allowed the authors 
to study the views of local businesspeople about their spatial understanding, as well as about 
the possible boundaries of the Sigulda tourism region.  Each respondent was given a map of 
Sigulda and its surrounding area (a radius of approximately 40 kilometres) and asked to draw 
the boundaries of the tourism region as he or she saw it.  Then the maps were used to 
calculate the average boundary, and this made it possible to identify the region.  Then the 
region's compactness index and connectivity index were calculated.  The contour of the region 
is of substantial importance, because it characterises mobility and accessibility.  The more 
compact the region, the easier it is to ensure interaction in terms of communication and 
tourism services.  Calculation of the compactness index made use of parameters such as the 
size of the region and its comparison to an ideal circle obtained by determining the longest 
diagonal between the two most distant border points of the region.  The values of the index 
range between 0 and 1, with the two extremes representing a line or a circle respectively 
[Coffey 1981, cited in Smith 1995].  The connectivity index was then calculated to 
supplement the characterisation of the territory's contours, and this was based on the graph 
theory [Taylor 1977, cited in Smith 1995].  Here the point is to come up with a quantitative 
characterisation of the relationship between populated areas in the region and the roads which 
link those areas.  This index does not take qualitative indicators into account (type of road, 
driving times), but it is significant in that it makes clear the level of intercommunication that 
is possible in purely physical terms [Smith 1995].  Here, again, the values of the index range 
between 0 and 1.  The more roads to link populated areas, the higher the value of the index, 
and that means that physical communication in the region is more possible. 

The dynamics of the establishment of new companies were used as an indicator to 
describe the structure of the cluster [Pantazis 2006; Schricke 2007, cited in Kiese 2008].  
Information from the Commercial Register database [Lursoft 2008], was collected and 
updated with interviews and calls to the relevant businesspeople.  The new companies were 
mapped with the assistance of GIS methods, thus showing their spatial distribution in relation 
to the year in which each business was established. 

The authors analysed the Internet homepages of these various tourism service 
providers to see how they provided cartographic, graphic and written information about their 
location.  This made it possible to identify interregional relationships and the linkage between 
the various businesses and the space in which they exist.  This is a derived aspect of content 
analysis [Hall, Valentin 2004] – one that is based on the selection of information of a 
geographic nature.  Virtually any homepage which focuses on a provider of tourism services 
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will include information as to the location of that provider.  Usually there is a map or 
diagram, and less often a written description to offer precise information about the population 
centres with which the business associates itself, thus showing how the company positions 
itself vis-à-vis adjoining regions and in what direction the linked location is found from the 
main target market. 

The data were supplemented with qualitative information from the development plan 
for the Sigulda Region, which was being developed at the time.  The authors also reviewed 
the strategies of tourism organisations in the region. 
 
The results 
 

Sigulda and its surrounding area have long been known as one of the most popular 
tourism destinations in Latvia, but in order to obtain the results which are discussed below, 
the background context was important – the spatial foundations for the research.  The 
question was whether these foundations corresponded to the physically characterised 
indicators that have been cited in the literature as prerequisites for a region’s internal growth 
[Lasuén 1969; Porter 1990]. 

In terms of population structure, the population of Sigulda increased by more than 
tenfold over the course of the 20th century.  In 2006, there were 16,679 registered residents in 
the Sigulda Region – nearly 2,000 more than in 2005.  This was the most rapid population 
increase since the establishment of the region in 2003.  A total of 56% of these residents are 
of working age [Sigulda.lv 2008].  This description applies to one part of the research 
territory, but it does indicate that the socio-demographic characterisation of the centre is one 
which suggests a high level of potential for economic development in the region. 

Several of the region’s strategic planning documents cite tourism as a priority sector in 
economic development, and this suggests that there is a favourable political environment for 
the further development of the sector.  In the spatial territorial plan of the Rīga planning 
region [2007], Sigulda is cited as the only city (apart from Rīga) which includes tourism as 
one of its fundamental functions.  The Sigulda Region development programme for the period 
between 2007 and 2019 [2007] particularly emphasises the development of tourism and sports 
centres that would be of international and national importance, along with conference and 
seminar facilities and tourism education centres. 

Indicators from the tourism sector confirm the origins of the aforementioned political 
decisions.  Sigulda is a tourism centre with a high level of economic activity.  In 2007, 34 286 
tourists spent the night in Sigulda [Siguldas TIC 2008].  The most popular tourism destination 
– the Turaida Museum Reserve – was visited by 244 982 people in 2007, and that was an 
increase of 17.7% over the previous year [the 2007 annual report of the reserve].  The Turaida 
Museum Reserve and the Gauja National Park are among the 10 most popular tourist 
destinations in Latvia [TAVA 2008]. 

As noted in the description of clusters, the transfer of innovation and knowledge are 
localised, and it is necessary to activate this potential to a greater degree.  That is why the 
authors studied co-operation among tourism companies in Sigulda and the extent to which 
this co-operation has been organised and manifested in terms of spatial considerations. 

Co-operation among these types of enterprises is indicated by the establishment of an 
NGO in 2000 that is called the Sigulda Region Tourism Association [Sigulda.lv 2008].  The 
name of this organisation indicates that its initiators wish to involve a wider range of 
participants, irrespective of the administrative boundaries of the region (there are 48 
members, most of whom are businesspeople; others are representatives of local governments 
and non-governmental organisations).  The association’s basic goal is to facilitate growth in 
the tourism sector in qualitative and quantitative terms.  Of the 23 businesspeople who are 
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members of the Sigulda Businessmen’s Club, eight work in the tourism sector, and this once 
again demonstrates the activity and proportions of this sector in the region [Sigulda.lv 2008]. 

The focus group interviews with businesspeople allowed the authors to determine the 
most important internal factors which are of key importance in the development of tourism in 
the region.  One of the frequently stated thoughts focused on the need for innovation in terms 
of tourism products and the tourism infrastructure.  Respondents said that this would bring 
businesspeople together to deal with some of the problems that have been identified and to 
create new foundations for co-operation.  One innovation is a project involving magnetic 
privilege cards which allow visitors to Sigulda region to enjoy various discounts.  Known as 
the “Cane of Sigulda,” this project was organised by the Sigulda Region Tourism Association.  
Initial questions were both academic and of a business nature.   The operating zone for the 
innovation had to be determined, and there were questions about who would be involved.  
Initially the project involved those tourism businesses (including members of the association) 
who spotted unified marketing goals in the process.  Advertising in three media outlets of 
regional importance (Sigulda Radio, Rīgas ApriĦėa Avīze (a regional newspaper), and the 
homepage of the Sigulda tourism industry) led to a response from a series of other companies 
which wanted to become involved both in the new project and in the overall activities of the 
association. 

The businesspeople who were involved in the process of identifying the project’s 
operating zone marked the boundaries of the Sigulda tourism region on a larger map of the 
territory, thus indicating their understanding of the zone for co-operation and creative milieu.  
The perception mapping method was used to define the average boundary, as identified by the 
entrepreneurs (see Figure 1).  Figure 1 also shows the broadcasting range of Sigulda Radio, 
which is one of the principles related to the functional region that is used to define spatial 
structures [Smith 2005].  The broadcasting range of the radio station was surprisingly similar 
to the boundaries that were indicated by the businesspeople, however there was not 
interconnectedness, that it would be the most popular media among entrepreneurs. 
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Figure 1.  The zone of cluster space defined by tourism entrepreneurs in Sigulda 
 

The defined zone of operations has a radial contour with the distinct centre of Sigulda 
itself.  The high value on the compactness index (0.89) shows that this is an optimal form for 
the territory – one which make it more possible to engage in physical communication and to 
expand the availability of interrelated tourism services.  This is confirmed by the high value 
on the connectivity index (0.71).  This indicates that there is a fine road infrastructure in the 
region.  The value of the connectivity index was lowered by the fact that the Gauja River 
flows through the region, but this enhances the role of Sigulda as the centre.  The roads which 
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connect it to surrounding populated areas are more concentrated.  In terms of road quality, the 
biggest problems, as defined by local businesspeople, are with the road from Sigulda to the 
villages of More and Nītaure.  The average co-operation zone defined by businesspeople 
proved to be a bit more narrow than the spatial structure in which the entrepreneurs who 
wanted to take part in the innovative project were actually located.  Additional discussions, 
particularly among representatives of local governments, were the result of the desire of 
businesspeople in the adjoining administrative region (Nītaure, Līgatne), to be involved. 

The authors also conducted content analysis of the homepages of specific companies 
so as to identify the individual views of businesspeople vis-à-vis their role in the tourism 
space.  The authors particularly looked at the graphic or written indication of the relevant 
company’s location and its links to the primary target markets.  It was shown that in all of the 
analysed homepages (including those of companies in Līgatne and Nītaure), the dominant 
linkage was to Sigulda as the centre.  There was also a very distinct leaning toward Rīga as 
the primary target market, thus, simultaneously, reducing the influence of other nearest 
popular tourist centre Cēsis as a regional centre.  In interviews, businesspeople in Līgatne 
confirmed that this was so.  The geographic locations which were used to define the locations 
of tourism service providers and the target markets which they indicated are seen in Figure 2.  
Comparatively few businesspeople have any ambition in terms of presenting themselves at the 
European or even pan-Baltic level.  Instead they link themselves to the capital city and to the 
most proximate internationally recognised tourist centre – Sigulda. 
 

 
 
Figure 2.  The location and target market positioning between major centres and regions 
among Internet homepages of tourism service providers 

 
Surprisingly few businesspeople take advantage of their proximity to the Gauja 

National Park (GNP).  The name of the park is avoided in various ways, with business 
homepages talking about the ancient Gauja River valley, etc.  This is in contrast to a survey of 
tourism professionals that was conducted by the National Tourism Development Agency in 
which it was found that the GNP was defined as one of the 10 most popular tourist destination 
in Latvia.  The observational method showed that the level of corporate co-operation between 
many businesspeople and the administration of the GNP was very weak, indeed, and one 
reason for this is that the territory of the park is closed to some types of economic activity.  
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The creative milieu of businesspeople in the tourism sector, however, can generally be 
characterised as mostly positive, although there were a few disagreements on tactical issues 
and the general directions for development in the sector. 

The survey of businesspeople confirmed the views about location that were presented 
on the Internet homepages, as well as the links that existed with competing regions (which 
were defined as different zones of influence with a lower level of intensity in co-operation).  
Among these were the Cēsis Region, Rīga, Jūrmala, the Vidzeme shoreline, etc. 

Businesspeople also agree that competition among these zones is not a critical 
problem, because in many cases co-operation is based on the pursuit of common goals in 
foreign markets.  More distinct are the zones of everyday processes, which recalls the thesis 
of Courlet & Soulage [1995] about the comparison with the territorial perceptions of ancient 
tribes.  The relationships among businesses are continuing to become stronger.  There are 
sectoral differences in the vertical integration of service providers, and this was seen in 
observations, in the focus group interviews, in individual interviews and in the analysis of 
homepage content.  Most focused on co-operation are hotels in the town, where people say 
that they are interested in the development of various tourism services in the region so that 
visitors might have more activities at their disposal.  This, in turn, would enhance their desire 
to spend the night in town.  Also included in this co-operation are tourist guides, 
manufacturers and sellers of souvenirs, companies focused on incoming tourism, as well as 
companies in the transport sector (which is the weak point in Sigulda, it has to be said).  
Another area of co-operation is the relationship among accommodations and leisure centres 
outside the city.  This is aimed more at common marketing goals, and it has less to do with 
supplementary product effects, but these businesses are differentiating their product offer so 
as to keep clients as long as possible. 

The dynamics of the emergence of new companies in the sector show that this is a 
changeable environment, one in which the “cluster principle” attracts new and ever new 
businesspeople who are prepared to take the risk of seeking out a market niche in a territory 
which is fairly competitive already.  A spatial representation of the establishment of new 
companies (Figure 3) shows that Sigulda, as a tourism centre, is capable of attracting new 
businesses.  Their distribution in the area is becoming more dense from the periphery to the 
centre, and it is certainly concentrated specifically in the centre.  New companies, however, 
have been appearing in less populated centres or their proximity, which indicates that the 
process is linked to population structures.  The change in Latvia’s political system has 
ensured certain specifics in this regard.  Companies that existed prior to 1990 have all 
changed their appearance and the types of business in which they engage; many have 
disappeared altogether.  This helps to explain the comparatively high intensity in the 
appearance of new companies specifically during the last 10 years.  It is clearly evident, 
however, that the location of these new companies is no accident. 
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Figure 3.  The dynamics of the emergence of new tourism companies in the Sigulda 
tourism cluster 
 

Among the companies that have proven to be most stable over the course of time is the 
Turaida Museum Reserve, which has existed since 1948 and was expanded after a change in 
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status in 1988 [TMR 2008].  This is the company which is mentioned most often by regional 
tourism businesses on their Internet homepages.  Because of the large and regular flow of 
tourists at the reserve, it best corresponds to the concept of the “cluster machine” that was 
identified by Malmberg et al [1969].  It is the entity which “turns on” the cluster and allows 
many new companies to emerge around it.  Apart from so-called “floating” souvenir retailers 
who have no stationary location, there have been at least 12 new tourism enterprises in a  3-
kilometre zone around the Turaida Museum Reserve.  The influence of the location is also 
seen in the aforementioned broader radius, where there are even greater numbers of new 
tourism locations. 

Research into how companies choose their location is continuing so as to determine 
whether this is a process based on individual subjective factors, as opposed to objective 
factors which make one place better than another.  The trend already is one in which 
successful businesses open up other enterprises in the same sphere and in the nearby region.  
This has been seen in at least four situations.  Competence and knowledge about the 
management of tourist accommodations, for instance, will allow a business to open a second 
tourist facility in the region, perhaps one with different or specialised services so as to find a 
new market niche or to offer additional services in the existing market. 
 
Conclusions 
 

1.  Latvia does not have striking natural or cultural resources of the type that establish 
tourism centres and regions with distinct boundaries.  That is why the cluster method can be 
used to study the territorial structures of the tourism industry and to draw the boundaries of 
same. 

2.  The Sigulda region is one in which there is a high level of business activity, and 
tourism is one of the lading sectors in the territory.  This is in line with the prerequisites for 
the emergence of a cluster.  The cluster has been activated by the innovation of a 24/7 
privilege card, the “Cane of Sigulda”, and the existing structure is one in which there is 
potential for other innovations, too. 

3.  The results of the research confirmed the hypothesised theory – that the creative 
milieu in which businesses operate – interrelationships and co-operation – are an important 
prerequisite for the development of tourism in the region.  This was evidenced by the ability 
of businesspeople to use the existing product base to develop and introduce a new and joint 
tourism project in the region, as well as by the stronger level of co-operation in the direction 
of vertical integration.  All of this confirmed the hypothesis of the authors.  The Turaida 
Museum Reserve can be defined as a cluster engine which is the driving force behind the 
cluster. 

4.  It is too early to evaluate the importance of the jointly introduced innovations in 
promoting economic growth in the region, both because this co-operation is fairly recent and 
because there is a lack of data about this co-operation in relation to the economic benefits for 
each involved business and for the entire region.  There must be additional qualitative 
research of vertical integration in the region with companies which operate in other sectors of 
the economy. 

5.  Although theoretical descriptions of clusters speak to different scopes and 
dynamics, the fact is that it is possible to identify the approximately boundaries of this 
particularly cluster at the regional level.  This partly confirms the authors’ hypothesis about 
the possibility to define precise boundaries.  The research has defined a tourism structure – a 
radial structure covering a 20-kilometre radius around the distinct centre that is Sigulda. Here 
we find a high value in the compactness and connectivity indexes – 0.89 and 0.71 
respectively.  More research will be needed to determine the potential of border zones in 
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terms of creating and developing new companies.  More precise methodologies for the 
determination of boundaries will be needed. 

6.  The research confirmed the theoretical claim – one that is particularly made by 
researchers in the United States and Germany – that despite comparatively dense competition, 
a cluster creates opportunities which serve as a magnet for new business initiatives, and these 
increase in the direction from the periphery to the centre.  This will require further analysis in 
tandem with other related indicators – business effectiveness and choice of location. 

7.  The study shows that attempts to organise tourism within the boundaries of a single 
local government territory will be too weak to ensure effective development of companies and 
the surrounding region.  Tourism companies are established in spatial terms in a network 
shape.  Businesses are interrelated in the promotion and offer of tourism products, and so 
administrative boundaries cannot fragment these processes. 
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