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Abstract

The authors’ primary interest in the topic is t@yde input into the Riga up-market office
analysis, focusing on market segmentation and sisgethe importance of different factors
that determine decision-maker choice. This analigsisased on collecting and analyzing a
sample of the existing and potential class A andt&ant preferences and producing a
psychographic factor profile for these market segnerhe companies are divided into three
distinct clusters that represent the Riga comparofilp. The factors assessed include
technical and perceptional requirements for offiaédings as well as preferred location. The
data is gathered by Internet survey and comparedxfert opinions in the field. The
conclusions are drawn based on survey statistidsnalysis of consumer behavior as well as
traditional location theories.
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1. Introduction

1.1. General Background
Along with the rapid economic growth of the countilye real estate market has been

booming during the last decade in Latvia. Durin@20total new building projects in Riga

increased by almost 100% compared to the previeas: Y156 to 306 respectively (Ober
Haus, 05.10.2005, 1). Currently, the most actiwestment is apartment block buildings,
which is encouraged by affordable mortgage loamkiacreasing willingness and ability in

society for better living conditions. On the otheand, forward-looking investors draw

attention to the less used commercial space. dixa&tly the lack of knowledge about this
segment that is the driving force in analyzing gmdbing as yet unexplored investment
opportunities in the promising Riga real estatek®tarAs evidence of this, the examples of
the recently built “Saules Akmens”(Sun Stone) — $tdoanka Central office building and the
upcoming “Rietumu Capital Centre” could be mentab@as trials to open and shed some light

into the unknown side of the market.

1.2. Problem Description
With an increasing number of companies in Rigae rnibed for comfortable and easily

accessible office premises emerges. The old stboKioe premises carried forward from the
Soviet era is both technically and morally out efed Thus the demand for new modern and
European standard based office premises has afigensupply of higher class (A) office
space in relation to medium (B) class is estimatett10 at the beginning of 2006 (Villerusa,
15 Dec. 2005)Only in 2005 and 2006 can some new constructiarigcbe observed in the
market. Total class A office space in Riga at tegibning of 2006 was only 31 600 sqg. m,
while class B stood at 240 000 sq. m. (VillerugaPEc. 2005) This creates confusion among
foreign investors, who are used to internationaicbenarks and look for class A office
demand trends in Latvia as well. The reasons feritisufficient and slow development of
modern high class offices are found in the fact tistorically there has been comparatively
little demand for them (Snegirjov, 24 Feb. 2006)eTauthors of this paper found that local
companies have been price-oriented and the qualyovements offered for class A offices
have not outweighed the high rent levels.

Nevertheless, the stationary market started to naftee several economy-wide thrusts,
including entry to the European Union. The marketame increasingly interesting for
developers, investors, and potential tenants. Hoancy rates for A class offices decreased
from 19% in January, 2004 to 3% in January, 200&n({[@vics, 16 Nov. 2005) However, a
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lingering factor in the progress of an open, fresrket is lack of experience and knowledge
about the market itself. There is a need to undedsturrent and future demand, market
composition, and market expectations.

Hence the authors’ attention was drawn to thisosexftthe real estate market in finding
out the main factors that would influence its fetalevelopment. The research question is as
follows: What are the main factors that determine company cbice of high-class offices
in Riga?

This question will be supplemented by two subqoestithat will provide a more

profound insight into the meaning of the main resleajuestion as well as containing some
practical advice for investors with an interesthis particular real estate segment:

1) What are the future determinants of choice forahd B+ class offices?

2) Which locations for A and B+ class office buildly in Riga are most in demand?

1.3. Scope of the Work
This paper will examine four perspectives of partimvolved in office space

development — the local developer (who createsdea and realizes it in real estate), the
constructor (who builds it), the investor (who butysand the final consumer (who rents it).
The first three parties intrinsically work for theter one — the renter of the office — the final
user of office space. Therefore, the final consuwiibe the central focus of the research.

It is important to understand what is meant by pamarket office. An up-market office
is either an A or upper B category office buildifogit of A, B, C and D categories). But there
IS no agreement on a common classification systeincal up-market office buildings in
Riga. For example, the web pages of local reatestgencies provide different information
on the number of class A offices in Riga (rangiranf 1 to 5).

Thrall (2002, 138) states that class A offices:rigally meet international standards of
design, construction, and facilities managementtane: a prime location.” He specifies that
in a competitive office market they should have tirem, user-friendly, aesthetically
appealing design and well executed constructioh imiiernational quality building materials
and building systems. Class A buildings are alspeeted to have attentive property
management, security and amenities such as patkgiy,speed elevators, and dining, and in
some markets even exercise facilities.” For classTi®all elaborates that, generally, if a
property lacks one or two features described abbiseregarded as class B office.

The Riga branch of the real estate company “Calllaternational” has published 17
(See Appendix Itechnical and partly perceptional requirementsioich at least 14 have to

be fulfilled in order to be classified as an A cladfice. At least 10 requirements have to be



Beltina and Labeckis 7

fulfilled for the B class, and 6 for the C classaftrtunately, some of the requirements are
not self-explanatory, for example - “good locatiarthe region of existing or future business
activity.” The attractiveness of the location is ambiguous term. To gain a broader
understanding of office classification rules, thehars of this paper tried to find out the
opinions of Europe’s largest real estate compamethe matter.

The definitions for office space in Europe are agubus as well. As the director of one
of the leading real estate companies in Europe Rifhard Ellis” replied: “One of the main
problems is that there is no single definition dfatvconstitutes Grade A or Grade B space
from country to country (or indeed from city toyit The requirements of occupiers and of
government legislation cause the definition of @r#&dto be very different” (Haddock, 10
Jan. 2006). Therefore, the four leading real estatepanies in Europe — “DTZ”, “Jones
Lang LaSalle”, “CB Richard Ellis”, and “Cushman &W&field”, have agreed that they will
refer to an A class office as an office that is\abthe average levéh the particular country
(city). (See Appendix 2)

The previous information implies that it is virtlyalan impossible task to precisely
define class A and B offices in the small Riga nearKherefore, the authors of this work will
adopt the approach based on common practice inpEukdp-market offices will be defined
as above average, modern, technically developeadiwain good infrastructure, as well as
providing parking, professional building managememtd security. Yet, class A buildings
are located only in prime locations, which is nat @bligatory requirement for class B+
offices.

The scope of this work is the upper-level officerkes in Riga, including A and B+
category buildings and their respective existingpaotential tenants. As lower class B office
tenants are potential A and B+ tenants, they actuded in the investigation sample.

2. Structure of the Research

The purpose of this paper is to perform office neairknalysis by conducting market
segmentation of up-market office clientele and eatihg the importance levels of different
perceptional and technical requirements as welloaation preferences for existing or
potential up-market office tenants. The structur¢he research is shown in the following
diagram:
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2.1. Structure Diagram
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2.2. Limitations
The research will be limited by the geographicaldees of Riga city, and the period —

observations recorded during the period Februaviarch 2006. The analysis will concern
only the head offices of companies — the office iehtde administration of the company is
located. Only offices that are for rent will be brzad.

This research will not include several elementd tbasome extent could influence
market movements and final interpretations of rissulhe office space definition here does
not include non-speculative office space such asehpremises (intellectual employees tend
to work at home), private office buildings that ar@ for rent, as well as office space that
quite often is attached to retail space and thpsastically immeasurable. All these cases are

hard to estimate correctly; therefore, they areabtihe scope of this research.

3. Review of Literature

Publicly available information on the office markeas available in real estate agency
market reviews and press. A publication by BritSauncil for Offices (BCO, 2005) and
“Dienas Bizness” (2005) offered suggestions forumegnents possible for use in later
analysis.

Most of the academic readings revealed only a gémacture of the characteristics of
the office market sector. The theories were basedcammmon practices in other more
developed countries. However, several authors, sisciNeil Carn, Grant lan Thrall, Bill
Mundy, Jakobsen and Onsager, suggested useful saagh@® that were partially incorporated

into the theoretical and analytical frameworksho$ fpaper.

4. Theoretical Framework

4.1. Theory of Reasoned Action
One of the most popular theories for explainingvltmnsumers act in accordance to

their attitudes is the Extended Fishbein modehertheory of reasoned action (gtd in. Gibler,
2003). This theory says that the best predictioncbmsumer behaviour is their intention as
an attitude towards specific objects of interestthis paper, the object of interest is renting
office space. The consumer in this case is a coynpaat is willing to rent an office. As

suggested in the Fishbein Theory, the optimal veagrtalyse company choice of office is
explained by their intentions. Therefore, the mdthothis paper will adopt the approach of
discovering these company intentions when choogieg office. The reason behind this
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method lies in the fact that there is too smallippdy of up-market offices available in Riga
to make a purely quantitative analysis, for inseanthe hedonic approach (Thrall, 2002)
would be improper for the Riga office market.

The Fishbein model will be used as a general thaorthis paper, while the two
theories of market segmentation and psychograploideiting will be used to analyse and
explore company intentions and behaviour when setpoffice space.

4.1.1. Market Segmentation

The usual way to approach feebly explored marlets start from the very beginning —
finding general characteristics and then track thdown to more detailed research. The
proposed theory for this approach is present inomby real estate literature, but also other
types of business sector that analyse demand fr groducts by applying marketing
techniques. Caret al (67, 1988) and Howarth and Malizia (1998) stamlexng the real
estate market by disaggregating and segmentirithé. authors of this paper have adopted
this typical framework as well. More specificallhe first technique to be used is market
segmentation — the clustering of the clientele pfmarket offices. This approach will
provide our analysis with distinctive groups ofaats and allow for further investigation of
the factors that are reflected by their respeateds and decision-making process.
4.1.2. Psychographic Profile

Of particular interest in the research is decigimaiker psychographic or attitude aspect.
This, in essence, means that analysts are intdr@stthe opinions and preferences of the
market segments to infer the main determinantseaiahd for renting office space. This is
probably the most valuable part of the researcht &gl provide key guidance in assessing
the unexplored “mood” of companies with regard ¥pansion of modern office supply.
Gibler and Nelson (2003) suggest evaluating re@tesot only in the traditional way — by
physical construction and financial factors — butldoking at the consumer perception of
“space, atmosphere and linkages.” This consumeabetr theory puts special emphasis on
consumer decision-making as a process, not as @ome. It takes into account different
situational elements of consumer behaviour (Gilaled Nelson, 2003). This paper will
analyse to what extent perceptional factors forosihay an office dominate the technical and
financial factors, owice-versa Furthermore, it will compare the importance lsvassigned
to these psychological considerations, for examiph@ge and prestige, atmosphere in the
office, comfort level, and the attitude towardsraxtacilities available. That will provide
more information to office developers and marketlgsts on consumer preferences, and thus

optimization of the requirements bundled in theaceffbuilding. The authors of this paper
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perform an integrated analysis on comparison amatlation of the composition of technical
and financial requirements that are accompanielebavioural attitudes in office choice for

companies.

4.2. Locational Theories
Several locational theories explain different pecswes on company head office

location in metropolitan centres — traditional red@ssical locational theory, cluster/milieu
theory, the urbanisations theory, and node-apprddakobsen, 2003, 3). The latter three
theories interpret the agglomeration phenomenoncdysidering large, developed, and
international economies. These approaches ardoheiaappropriate for analysing the small
and still-growing Riga city. Traditional locationéeory, however, considers aspects that are
applicable to the Riga office market as well. Herthes theory will be used for analysing the
presence of agglomeration in the Riga office market

4.2.1. Traditional Locational Theory (TLT)

According to TLT (Jakobsen, 2003, 3-4), among tlmnditions that create the
preconditions for agglomeration are:

e Presence of specialised services (financial sesyidegal consultancy,
management consultancy and other) in the centeal ar

e Advanced infrastructure and communications system.

e Prestige related to location.

e Face-to-face contact with other firms and instins.

These factors will be analysed according to theoiigmce the companies will assign to
each of them to determine the actual level of preseof agglomeration in Riga. Is such a
concentration present here at all?

The importance level of proximity to business parsnand clients will be evaluated by
survey results and assessed accordingly. The sesilltbe interpreted by the likelihood of
concentration of head offices in particular regionRiga.

Company preferences for specific streets and region Riga will indicate the
popularity and prestige of the region they valuenasessary for their head office. The
location preference will be evaluated in relationother preferences the respective cluster

possesses, and the overall customer profile witdyestructed.



Beltina and Labeckis 12

4.3. Choice of Relevant Factors

The 30 main requirements that are tested for inapo# in this research are proposed
by theory and supplemented by “Colliers” 17 requieats and European Data Definitions.
The components of decision-making for real estagduation as listed by Thrall (2002, 11)
represent the five most important elements — looatiiming, product, price, and contract
terms. The second parameter, timing, was addeletsuirvey factor list as well as price.
Contract terms are excluded from further considematiue to their very case-specific nature
and, thus, limited general application.

Jakobsen and Onsager (2003, 4) emphasize the smperpf proximity to clients and
business partners and establishing informal cant&otperts from real estate agencies also
suggested such perceptional factors as the atteaess of surroundings and visibility, which
was also suggested by Catnal (1988, 237), or exposure of the office. The sutggefactors
were consulted with experts from different parieduding an ex-developer, a constructor,
and a financial economist. If the majority of tmterviewees agreed on the significance of a
factor, it was included in the final list. The difent perspectives of experts were appreciated,

and the final list of questions to be asked toceftienants was generated.

5. Method

In order to answer the stated research questiowelsas the sub-questions, the authors
of this paper conducted extensive fieldwork, apmyiboth qualitative and quantitative
approaches.

As suggested by the literature (Malhotra, 1999,-148), qualitative research is used to
get an understanding of the current situation agvkldp an approach for further actions.
This is what the first part of the research, theliprinary research, is concerned with. The
following part describes the sampling techniquesf@erts and companies.

Then the questionnaire, based on literature andtiaclal information from the
preliminary study, was developed. This part disessthe targeted audience, format and
structure of the questionnaire, as well as commemtke testing phase.

The final part of this section covers some basialdital techniques used later in

analysis.

5.1. Preliminary Research
During the preliminary research stage, the auttr@d to identify those important factors

that are either not present or overlooked in alakelditerature, but have a high importance -
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mainly in a regional context. Additionally, prelinary research was conducted to narrow
down the focus of the survey.
5.1.1. Expert Interviews

Semi-structured interviews were conducted with restate agents and other related
experts. The experts were asked about their opioionurrent and anticipated development
of the real estate office market, most attractiegions for office projects and for customer
preferencegfor list of Interviewees and Questions see AppeBji
5.1.2. Choice of Industries

In order to select the industry to be includedha sample, an assessment was made of
what industries are the most-likely tenants of £lasB office. To compile this information,
the web-sites of office centres (Valdemara Centr@005), as well as 1188 Business
Catalogue (2004) were searched and statistics rcaiesd.

The results show that the most common rentersarsuttancy and PR agencies, banks,
financial advisors, pharmaceutical companies, lfetadlesale and service companies,
architectural agencies, insurance and brokeragacage In addition to these, traditional
renters such as law agencies, state agencies,ogisids companies were included in the

sample.

5.2. Sampling
5.2.1. Expert Interview Sampling

The choice of real estate agents to be analysédsed on availability and quality of
published reports and articles. This is an indicatchow well a company is informed about
current trends and changes in the market. Addiliprthe quality of the reports may signal
the quality and popularity of the agency. The arghaitempted to contact some real estate
consultants, developers, constructors and indeperedgerts to get a broader view on the
issue.

5.2.2. Sampling Population

The population is defined as current and poteméaters of high-class offices in Riga,
that is, companies renting available space infaceacentre or other class A or B office. It is
necessary to filter out companies that feel corafaet with class C offices. Such offices offer
poor conditions that result in low rentals. TheHfeces provide no image or comfort benefits
that are present in high-class office buildings.efBfiore, companies that willingly, not
because of necessity, are renting this space shmukkcluded from the samp(i®r list of

selection criteria see section 5.2.5. Criteria @ompany-Respondent Selection).



Beltina and Labeckis 14

5.2.3. Sampling Elements

The survey is aimed at companies that are eitmgmngeor might be willing to rent high-
class office space in Riga. However, while the aed® units are companies, the elements of
the sample (anticipated respondents) are malenoaleemembers of the company, who are
familiar with company preferences as to choice fiic®, who are aware of what factors
might have an influence on company operations,vamaltake an active role in the search for
a new office. In bigger companies it is expecteak th special position is associated with
these responsibilities. In smaller companies, h@nedirectors and owners of the company
might be dealing with this kind of question. Theref during contact with a company it is
necessary to indicate the required responsibildfake respondent of the survey.

5.2.4. Sampling Frame

For selecting a company, the authors chose thepraebility, judgmental sampling
method without replacement. The choice of technigussed on the database of companies
that could be assessed. The authors of this paget 188 business catalogue (2004) as it is
the largest online database of companies in Laitvipvides a user-friendly company search
engine and division into industries, and it usefudivides company information provided
into typical and promoted profiles.

5.2.5. Criteria for Company-Respondent Selection

To avoid inclusion of the class C segment, compgadiging the selection phase have to
be discriminated according to the following factors

First, when acquiring the address of firm’'s officge checked whether or not the
company is located in a class A or B office buitdirsuch membership ensures that the
company fits into the sample.

Second, if the company is not located in an ofbicédding, then it has to be located in
Riga’'s CBD, that is, Riga Centre. As mentioneds thegion has the most developed
infrastructure, attracts most of the city’s busmastivity, and therefore is viewed as the most
prestigious place for an office. These considenation general, raise the level of prices in
CBD, creating little motivation for class C officdfers. There are, of course, class C offices
in the Centre as well; however, it is expected tthir relative representation is low.
Therefore, if a company is located in Riga’s CBDs iappropriate for the sample.

The last criterion relates to companies whose edfiare located outside the city centre.
Such companies are included in the sample onlyhélythave a professional web site
developed by a web design company or other expesetvice providers, as opposed to a

self-made home-page. The motivation behind usiigydhterion is that a professional web
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site is evidence that the company is concernedtatsounage and is willing to invest money
to improve it. Therefore, such a company is vievaeda potential tenant of class A or B+

office.

5.3. Questionnaire
The problem associated with targeted responderiteishey are very constrained as to

time and might refuse to help, if the task is tomplicated and time-consuming. Therefore,
the set of questions presented to them must be, gh@cise, time-efficient. Malhotra’s
discussion of survey methods (1999, 177-195) desdrinternet/Web surveys as the most
flexible and diversifiable, meaning that the sunean include a variety of questions and
adjustments to meet the respondent’s implicit nexpents, without physical presence.
Additionally, it does not create extra pressure nvhjaestions on sensitive issues are asked
and helps to reinforce perceived anonymity. Basedtlese features of the Internet
guestionnaire, it was decided to apply it in thesey. (See Appendix 4 for detailed structure
and full versions of questionnaire in English aratvian.)

For the programming of survey, a subscription foe&tion Pro Online Research engine
(QuestionPro, 2006) was obtained.

5.4. Analysis Techniques
The results of questionnaire are analyzed usingSS®&tistical software. The excel

spreadsheet with answers is converted into SPS8 dwia, displaying the information on
current and optimal rent price and office size, bams of employees, industry type,
importance of requirements, and attitudes towaedgsons. The measures of importance and
attitudes, recorded in scales of 6 and 7 in thestipnaire are transferred into a scale of —3
to 3, reflecting positive and negative opinions whihe subject, which is more appropriate
for later analysis.

The two basic analyses used are — factor and clastdysis. Some of the variables,
such as importance of location, rent, and parkare, initially not included in the factor

analysis. This is done in order to measure ind@igherformance of these variables.

6. Conducting the Survey
This part of the research relates to conductingstirgey and working with the sample.

There are several issues that need to be takeraaotmunt, such as identifying the sample,

selecting appropriate companies, and contacting.the
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6.1. Testing the Questionnaire
Before distributing the questionnaire to the targedience, a test was conducted. Four

respondents were asked to fill in the questionname later were contacted to collect
feedback on the content, formulation of questiaisgr-friendliness and speed of completion.
Also two experts in the field of real estate evitua and one expert in questionnaire

development were asked to comment on the samesissue

6.2. Contacting the Respondent
Companies that passed the selection criteria pre$ein the previous section were

contacted. If a company had a valid e-mail addiasshe comprehensive online 1188
Business Catalogue (2004), an e-mail was sent g@$&mhelp, offering to forward email to
the corresponding person, and providing links e gtrvey. Where only a telephone number

was available in the online catalogue, the compeaay first contacted by the phone.
7. Results of Fieldwork

7.1. Expert Interviews
The purpose of the expert interviews was to idgntie key points, or benchmarks for

the study, as well as to learn their opinion on diféerent issues and future trends of the
office market in Riga. These opinions were latanpared to the survey results from office
renters.

The authors of this paper carried out 8 expertruge/s with almost all involved sides
of the office market. In addition, information wa$so gathered from several European
countries via e-mail.

The interviewees include real estate agency offrokers (“Ober Haus”, “Resolution”,
“Arco Real”, and “Nira Fonds”), a constructor (“Gag”), a former developer (“Kristensen
Baltics”), and an independent expert, the findret@nomist (“RB Management”).

The research question of this paper aims to exathi@edlemand factors, future price
determinants and most profitable locations for wgrkat offices in Riga. These particular
guestions were asked to experts in the field.

7.1.1. Demand Factors

The interviews were aimed at identifying specifactbrs that drive a renter to choose
an up-market office rather than a lower B or C gatg. The point most often delivered was
that clients differ widely in their preferences.n$® need an office in the centre because of
prestige, others need large space and accesslhuilitgan be out of centre, while others need

a small office with high security. Altogether, sealefactors were identified — location,
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available space, rent price, condition of the boddaccessibility, parking, floor choice, and
building infrastructure. In particular, the seridask of parking in the centre and Old Riga
was mentioned. Businesses that require officeshasd prestigious locations are very
concerned with the parking shortage. Several bigpamies have shifted their headquarters
out of the centre, thus solving two problems ateoAgarking and high rent (e. g Unibanka).
Moreover, due to lack of space, as well as sevesdtictions from Cultural Heritage funds
such as UNESCO, new projects are not being develapehe very centre of the city.
Therefore, the Old Riga is not a promising officeaa

In Riga, the situation has historically developleat companies prefer B+ office stock
more than class A due to the price difference. feairof five real estate brokers said that the
financial aspect has always been top priority fompanies in Latvia; therefore, they are
willing to rent offices in a less preferable locatj but paying considerably less for a good
quality office. For the five years to 2004, theraswonly one class A building in Riga — the
Valdemara Centre. Only at the end of 2004 was dasfice stock increased by the Saules
Akmens building in Kipsala, and several othersrlate
7.1.2. The Profitable Locations

According to the Riga City Development Plan, depetent will take place in several
parts of Riga that have not yet been paid attertiiorThese include Kipsala, Lucavsala, a
large part of Pardaugava and other regions closth@éobusy centre — Krasta, Duntes,
Skanstes, Mukusalas Streets. These areas havalseserprojects on them. Therefore, they
might become small business centres in the future.

To describe profitable and successful future offareas, the main distinguishing
arguments included proximity of other businesstisti warehouses, or logistics terminals.
However, the most important factor for considerativas the current perception of the
region. If the place was famous for its retail cestand malls, it will not become a popular
office area. The example here was Krasta Streetchwd well known for shopping centres.
7.1.3. Future Rent Determinants

This part of the questions posed for intervieweas also quite interesting, as opinions
differed and, moreover, in a predictable patteiir.dbit of eight experts expected that rent
levels would increase with time, while others thiougot. The authors noticed a pattern that
real estate agents would definitely predict morsitp@ outcomes and price increases, while
parties not directly involved (constructors, indegent analysts) would characterize rent

prices as stable and definitely not increasing.
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Upward pressure on price levels can occur by ioflai{building costs expected to
increase considerably — for 2006 the predictio?bi%) (Gavars, 13 Feb.), increasing demand
from international companies, and long-term ecomogrowth of the country. However,
looking at the office stock growth rate and compgrit to employment and direct foreign
investment in Latvia, the demand for top classceSiis going to be exceeded by supply. This
will lead to stabilization of prices in the shastrhedium term.

Overall, the observations were quite insightfulfap and the authors of this paper
went on to try and test them from the tenant —gdexcimaker — point of view via the means

of survey.

7.2. Questionnaire Results
7.2.1. Survey Statistics

The survey data was gathered in two ways as deskrib the previous sections —
directly calling to the company, and indirectly bgail. The statistics on the success of the
data collection are shown belowTable 1

A note on the invalid responses — these include regponses that were submitted
without answering any question and four responkas Wwere received during the testing
phase of the survey and, thus, became hard tqretecorrectly after changes in scale units

in the improved version of the survey.
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Contacts Attempted | E-mails only: 102
Phone calls plus emails: 194
Total 296

Responses received | Of whichin Latvian 99
Of whichin English 6
Total 105
Invalid Responses 6
Valid Responses 99

Response rate 99/296 33%

Table 1 — Survey Statistics
Source: Created by authors

7.2.2. Descriptive Statistics

The general descriptive analysis of factors inctusleQuestions 6 and 7 shows the most
important factors that are considered by compaimesaking the decision about an office.
The converted scale represents positive and negatiportance for each of the determinants
and attitude for locations.

As it was suggested during expert interviews, thestmimportant factors are the
LOCATION, PARKING and RENT with average means (atdndard deviations) of 2.08
(2.09), 1.90 (1.36) and 1.91 (1.07) out of a maxm®) respectively. From the technical side,
the most important requirements are availabilityfERNET, TELEPHONE and effective
LIGHTING in the building with means (and standaelidtions) of 2.70 (0.87), 2.67 (1.01)
and 1.89 (1.00) out of maximum 3, correspondingihese are closely followed by
CLIMATE control and SECURITY system in the buildinbhese results do not deviate from
the authors’ expectations, as the high importa@d®veloped infrastructure in the building
reflects today’s businesses dependencies in ood@atntain successful operations. The least
important factors are availability of such extrassauna with a mean of —-1.81 (1.31) and gym
for employees with a mean of —1.43 (1.42), follovisydsuspended ceilings with a mean of —
0.67 (1.74) with a minimum of —3.

The general tendencies in the sample company prefes for office locations in Riga
show that the most popular regions are QUIET CENTRHY CENTRE and KIPSALA
with means of 1.01 (1.84), 0.79 (1.80) and 0.2¥Z)L.out of maximum 3. The latter are
closely followed by OLD RIGA and MUKUSALA. The leasttractive regions are
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Kengarags and Plavnieki, which are the furthestyafr@am the centre. These results are in
accordance with expert opinion as well and supftw@texpert opinion that Old Riga is not
the most attractive location for a high-class @&fic

The industries represented in the sample of 9@ vaBponses chosen were dominated by
RETAIL (15.6%) and IT companies (9.4%), followed logistics (8.3%), marketing (8.3%)
and construction (8.3%) companies. However, thetsp® of companies in the sample is
quite large, representing 19 industries in total.
7.2.3. Restriction of the Data

The basic descriptive approach provides large standeviations and errors that do
not speak in favour of data reliability. These desmnot be used in regression to provide
interpretable and statistically significant resulifie reason for this limited reliability and
large errors is the sample of only 99 responsegeilher.

Nevertheless, it is the authors’ belief that theadae useful. This belief is based on
the appropriate design, method, and executioneofdlearch itself and the fact that the target
respondent was reached. Therefore, while the dizbeosample might be small, it reflects
true opinion and can be used for descriptive andpavative purposes. Furthermore, the
preliminary analysis of raw results spotted somiepas in the answers, which speaks in
favour of possible segmentation.

An issue that also needs to be accounted for irstinéey is the last question, which
asks the desired rent price for the most apprapnoétce (also referred to as the optimal rent
price). Issues connected with income disclosure jrederences for prices were always
sensitive issues and are subject to understatemnetefence of the data, it must be said that
optimal rent had a higher mean than the curreceg8ee Appendix 5, Table Mloreover,
as the respondents were required to have experigitceoffice-related issues and to have
some level of expertise in this area, the posgjbiéind effects of understatement were
diminished.

The last critical point is the extremely large sifeurrent office for one of the cases.
The figure was so large that it affected the meanesby more than 200 sq m, resulting in
approximately 537.2 sg. m. Therefore the result @aduded from the survey. Its omission

decreased the average size of an office to 2581sq.

8. Analysis

8.1. Factor Analysis
Table 5.1 in Appendix Summarizes the result of analysis when the varsabldrent,

Parking, and Location were excluded to be analyzephrately. During interpretation of
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components obtained, the authors faced a probleexphaining the inclusion of Catering
Services in the second component set. Loaded waitlalMes such as Modern Facade, High
Speed Elevator, Professional Building Managemamd, ldew Building, this component set
tends to explain internal and external image ostige ratings. In neither theory nor expert
interviews were Catering services mentioned asnaage- or prestige-making tool, rather
than pure support. Therefore, taking also into i@ration its relatively low loading fraction,
the Catering variable was excluded from factor ysialto be analyzed separately and the
factor analysis was run again.

The new results are summarized Tiable 5.2in Appendix 6. A similar problem
appeared with the Suspended Ceiling variable, whiak sorted in along with such interior
image factors as New Building and Modern Facaderinguthe interview with the
constructor, it was mentioned that a suspendethged one of the cheapest solutions for the
interior, representing just the technical aspectaobuilding. Therefore, after analyzing
correlations, the Suspended Ceiling variable wakuded into the first component set, where
mainly technical aspects are present.

After considering all the proposed components andlyaing correlations, the
variables were grouped into several indexes. Thioasl were careful not to include more
than four variables in one index, to be able termtet it more precisely. As a result, out of
seven proposed components, altogether 10 indexesmale.

The Strategic Location factor denotes how imporiiaistfor a company to be located
close to its clients and business partners, whi@hstrategic consideration when choosing an
office. The Location Comfort factor, on the othemhl, shows the importance of pleasant
surroundings and public transportation. These danations might have an effect on
employee satisfaction.

The factors of Infrastructure and Extra Serviceplymthe importance of having
Internet and telephone connections in the offiseyall as the possibility to access a gym or
sauna in the building. If the first factor (Infrastture) is technical then most likely it is

needed in operations; the second (Extras) has pacinon employee satisfaction.
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Factor Components
1 [Strategic Location Proximity to client + Proximity to Business Partners
2 |Location Comfort Surrounding (park, lake, etc) + Availability of Public Transportation
3 |Infrastructure Internet + Telephone
4 |Extra Services Gym + Sauna
Technical Aspects of a |Dual Power Supply + Conditioning (Ventilation) System + Modern
5 |Building Security System + Building Management System
Technical Aspects of a |Suspended Ceiling + Raised Floor + Distance from Window to Windom
6 |Floor 20 meters + Height to Ceiling 2,7 meters
Technical Aspects of an
7 |Office Effective, Open Planning + Customization + Effective Lighting
Image Making Internal  |Professional Building Management + Modern Fast Elevator + Climate
8 |Aspects Control
Image Making External
9 |Aspects New Building + Facade + Visibility
10|Choice of Floor

Table 2 — Factors and their Components
Source: Created by authors

Technical aspects were divided into three groupsopraing to how they affect the
company. The first group - concerning the wholddig - represents the basic infrastructure
(except for Internet and telephone) that helpsperate the building all the time. If one of the
systems is malfunctioning, all the tenants mightefaifficulties with either safety or
operations. The second group - concerning flooelleumnight be less critical to operations
than the one of the whole building, as they ratfégct spatial considerations on a particular
floor. Also, in the literature (Resolution, 200éetcombination of height and distance from
window to window determine the amount of light dwgyidaytime hours and influence
ventilation capabilities, thus affecting operatibnapabilities of tenants. The third group —
concerning office level - combine effective plammithe possibility to adjust office planning
to the changing needs of the company, and effedigyding. These criteria influence the
effectiveness of work within the office; therefotbey are expected to be of significant
importance to companies.

The “image” aspects were classified as internal extérnal in relation to how an
outsider is introduced to them. While the extermsppects (New Building, Modern Facade,
and Visibility) put more emphasis on the image loé tompany before entering it, the
internal aspects create a prestigious image afteriag the building, at the same time
providing increased comfort to employees.

The Choice of Floor variable was the only one ilefts component; therefore, it was
analyzed as a single variable. Another reason éaping it single is that this option may
have different meanings such as, for example, a@ f@eexposure (image-making factor),
need for direct access to some outside facilibgei@tional factor) or fear (dislike) of high-
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storey buildings (employee satisfaction). For tt@ason, choice of floor is left as a single
loaded factor, to be interpreted together with othiarmation.

To summarize, after the factor analysis, 25 vaestdlom the questionnaire were
transformed into nine factors, leaving five varedto be analyzed individually.

8.2. Cluster Analysis and Market Segmentation
After conducting cluster analysis, three cluster@ampanies were identified with

sizes of 25, 35 and 39, respectively. All the rssahalysed below are interpreted on a scale
from -3 to 3.
8.2.1. Cluster 1 — Money Savers

The name for the cluster comes from the tendencitsomembers to have lower
requirements and demand lower rents in comparisathter clusters. The average figure for
current rent and optimal rent for the most appatprioffice is only 7.08 EUR per“nand
8.56 EUR per M respectivelyfor comparison with other clusters, see Graph Appendix
8). The requirements, in turn, reflect perceived ingooce of RENT PRICE, PARKING,
LOCATION and infrastructure. These factors were nogred during the interview as key
determinants of company preferences for offices.il&/parking and infrastructure are
measures of effectiveness of the company, rené vés an influence on the balance sheet of
the company. The location, on the other hand, helpetermine what the rent price will be,
what the possibility to find a parking place isddmw long it will take to get to the CBD,
namely Riga Centre.
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Graph 2 — Cluster 1: Money Savers
a) Grading of Determinants b) Grading of Locations
Source: Created by authors

Concerning this last measure, time to the CBD, Meney Savers also have the
highest allowance — they allow for a trip from QRiga to the office taking more than 20
minutes. Such preference goes well in hand witlitla Feservation rent price. This is also
supported by the cluster's average grading on Reggons. The only region to have a
positive score is MUKUSALA STREET, while DUNTES SEET and KIPSALA are
slightly below zero in preferences, followed by &t Street and Teika. The very negative
grading of Old Riga (-2.28), shows that Money 3avee most likely to be found on the
periphery of Riga, where the prices are lower aartting problems are not persistent.

When viewing industries that are associated withclaster, it appears that
Retail/Wholesale, Logistics and Construction are lading segments here, representing
24%, 16% and 12% of cluster population respectivelgR&Marketing and
IT&Communication companies seem to share 16% métewever, looking only at
industries might not show the whole picture. Averagumbers for office size and
employment of the Money Savelfdable 7.1, Appendix 10are 213.7 sgq.m and 22
employees. This statistic shows that the sectoohasverage the smallest area per employee
ratio among all clusters — 13.45 sg.m/employee.nBb@ugh 13.45 sq.m per person is a

normal indicator in comparison to the study madeRmsolution (2004, 36) indicating
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average ratio of 13.67 sq.m, the results for otilesters support the opinion that Money
Savers organize their offices basically for thepmge of efficiency, paying little interest to
the image the office portrays, or employee satigfac

The last two figures for consideration are avermdggred size of the office, especially
when comparing to its current size and the neges$sita new office. Currently, Money
Savers want to increase their offices on averagéily sq.m, or by 20.82%. This is again the
smallest number both in absolute and percentagestgConcerning the necessity for a new
office, these companies on average scored negatorelthis question. This observation
implies that the companies in this cluster are gngvglowly and on average they do not look
for a new, modern office.

To summarize, the Money Saver cluster is a sebofpanies with comparatively low
requirements towards the building and little wijiress to pay. They are most likely to look
for effectiveness in use of time and resources, amedmost likely to be found out of the
current CBD, where prices for commercial spacelaner. Companies in this cluster are
mostly tied to their current offices and expredgrated willingness to expand their office
space. Money Savers seem to unite many industrids tve biggest representation of
retailers/wholesalers, construction, and servicapamnies.

8.2.2. Cluster 2 — Developing Enthusiasts

The members of this cluster seem to directly oppbseMoney Savers. The first
difference appears already in the current and @ptrent prices that Developing Enthusiasts
are paying or are ready to pay — 9.50 EUR péramd 11.25 EUR per respectively.
However, they also have extensive expectations thain offices. Besides the strong interest
in LOCATION, RENT, PARKING and INFRASTRUCTURE, theshow concern in ALL
FACTORS, except for extra offers like gym and sadoa employees. Yet, even this
unpopular requirement was rated with the most @stemong all three clusters — only -.89 of
our minimum —3. Almost all other variables are dadeound 1, showing that decision-makers
among Enthusiasts are concerned about employesfastibpn and comfort. These are
accompanied by the image that the chosen officédibgi might add to the company,
strategically correct location, and effective desand operations at all levels. The highest
ratings among these are for catering servicestnateamage-making aspects and technical
aspects of the office, supporting the point thahganies in this set are trying to keep balance
in all office aspects.
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Graph 3 — Cluster 2: Developing Enthusiasts
a) Ratings of Determinants b) Ratings of Locations
Source: Created by authors

In terms of preference for locations, Enthusiaktsaged just as much diversity as with
requirements. These companies rated the CBD pelsitand almost all regions that are close
to it. Here, the decision makers evaluated CITY CER and QUIET CENTER with 1.09
and 1.34 respectively, giving them quite high makd®SALA and MUKUSALA, areas that
are being actively developed at the moment, folleih scores of 1.11 and 0.97. Duntes —
Skanstes, Krasta, Old Riga and even Tornakalnss aaea less attractive for this kind of
company, but are, nevertheless, positively ratemvéver, the decision-makers from this set
are not very free about time taken from Old Rigafface premises and in general prefer it to
be not more than 15 minutes.

Developing Enthusiast companies seem to have oragedarger offices and less
employees in comparison to Money Savers, resuitint8.98 sq.m office space per person.
This is the largest sq.m/person ratio among adldlalusters, which could be also an indicator
of a prestige-seeker profile. As for optimal sites company generally seeks to increase its
office space from 241.2 sg.m to about 333 sq.nhyB8.1%. Combined with a generally
neutral attitude towards seeking a new office (f6l&ompared to —1.12 of the Money Savers

rating) it signals that this segment has bettewtiiand development perspectives. Given the
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high standards, decision makers set a buildingratadively high stated optimal price, this
cluster might be a good target for new office prtgethat are developing or going to be
developed in Riga in the nearest future.

The industry composition of Enthusiasts is muctpelised. Retail companies again
represent 20% of the set, followed by IT & commatimns and construction agencies with
14.3% and 11.4% shares, correspondingly. The mestepresented mostly by service
industries (e.g., real estate, financial advis®g, and marketing, audit and consulting) and
several more trade industries (pharmaceuticalsl@gdtics) with shares of less than 10%.
(See graph 8.2, Appendix 9)

Such a portfolio demonstrates that companies gmotgpthe cluster not by industry
type, but rather by market behaviour. Accordinghis behaviour, Developing Enthusiasts
tend to have certain expectations of almost allcteracteristics of an office building, most
likely trying to combine them and create competitadvantage. They prefer to be in CBD or
close to it and agree to pay a reasonable pricatforhese are most likely developing
companies with good growth prospects that would tix have a qualitative and prestigious
office.

8.2.3. Cluster 3 — Established Value Appraisers

This set of companies received its hame for ity ¥atermined location preferences
and requirements towards a building. Decision-m&kérthis cluster are very united in their
preferences for the CBD — OLD RIGA, CITY CENTER, BNQUIET CENTER. All the
other areas, except for Kipsala, received an aeegagde of less than —1, with some even
approaching the minimum of —3. This goes well imdhavith time to Old Riga preferences,
according to which the Value Appraisers wish tolbeated within 10 minutes distance.
Additionally, this cluster has the highest reseaoratprices, paying on average around 11
EUR per sg.m and being ready to pay up to 12.30 pEiRsg.m for the most appropriate
office.

Taking these points together, an image of aggresaind determined companies with
a defined set of priorities appears.
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Graph 4 — Cluster 3: Established Value Appraisers
a) Ratings of Determinants b) Ratings of Locations
Source: Created by authors

Addressing the priorities, besides PARKING, RENTICR, INFRASTRUCTURE
and LOCATION, the Value Appraisers stress the irntgpare of TECHNICAL and internal
IMAGE-making aspects of the office. The scoresthmse are 1.33 and 0.7, indicating some
importance on average. All the other aspects, éXoeghoice of floor and extra offers that
have a definite negative tendency, are insignifigabelow zero value. Such a preference
structure might contradict the name Value Appraiselowever, it is the authors’ belief that
these companies have already incorporated certamdards into the definition of what is
“normal” and are accustomed to buildings of higtalgy and well-organized space. This
opinion is derived from the relatively high reniger that Appraisers are ready to pay and
their definite preference for the CBD, the mostsiggous area in Riga.

The typical size for these companies is 305 sq.fmmijewthe average number of
employees is 45. Appraisers have most likely staddl their operations and maybe even
established brand names. That is where the adgetiistablished” part of the cluster name
comes from. That also explains why decision-makigisnot emphasize strategic proximity
to clients and business partners — a Value Apprasse@nportant and serious enough (in
comparison to other clusters) for the client otparto either come to their office or invite to
its own premises.

Concerning office growth, the optimal desired i@ representative company is 425
sg.m, which is an increase of 39.3% from the curodiice. The majority of respondents did
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not see a need for a new office, despite the stimapsize. Such an opposing tendency
might be explained by the narrow range of offarthe area of most interest, especially since
a typical company is quite large. Therefore, thesom for the high growth figure is mostly
due to other reasons (lack of suitable offers,aasing standards, and increased competition)
than the growth of the company itself, as in cddeaveloping Enthusiasts.

As for industry mix, the Value Appraisers represantlit and consulting, PR and
marketing, banking, architectural and law agenthies altogether cover 60% of the segment.
(See Graph 8.3, Appendix 9)

Summarizing the profile of the Established Valueppgisers, it is important to
indicate that such companies are looking for qa@i¢ office space in the CBD and are
ready to pay considerably higher rents for it. T?#D is vital for these businesses and no
other location is preferred. The representativethisf cluster are on average large in both
employment and office size, but are comparativiewsyrowing, and not willing to look for
a new office even if current size is sub-optimg@ee Appendix 7 for detailed cluster

comparison by factors)

8.3. Analysis of Consumer Choice

8.3.1. Choosing Requirements

Considering the decision-maker choices on requinespeexpert opinion on the high
importance of location, parking, and rents is obgioHowever, the results for psychological
or perceptional requirements (as opposed to teahnare ambiguous. The division of

technical and perceptional in the authors’ opingas follows:

Technical Perceptional
/Financial
Infrastructure Strategic Location
Techmgall Aspects Location Comfort
of a Building
Technical Aspects Extra Services
of a Floor
Technical Aspects | Image Making
of an Office Internal Aspects
Image Making
Rent External Aspects
Parkin Choice of the
9 Floor
Location
Catering

Table 3 — Technical and Perceptional Indexes
Source: Created by authors

Looking at the company cluster profiles, technigauirements dominate choice by

providing essentially important technical aspeatshsas Internet and telephone, which is



Beltina and Labeckis 30

evident for all clusters in the sample. Yet, thare differences in importance ranking
between clusters for factors describing image aedtige, atmosphere in the office, comfort
level, and attitude towards extra facilities aualdga On average, these psychological qualities
of office space are evaluated as important andssacg. The greatest concerns for these
requirements are shown by Developing Enthusiagig;hwis explained by their fast-growing
business and emerging need to upgrade their cuoféné location. They, as opposed to
Established Value Appraisers, are sensitive tonaltginal improvements that will make life
in the office better and more effective. They cabeut image (mean 1.24) mostly because
they are in the phase of establishing their pasitiothe market. The other clusters care about
image much less (only -0.21 for Money Savers a8 @or Established Value Appraisers).
However, judging from the means, the Value Appraissse more concerned with internal
image factors such as professional building managénhigh speed elevator, and climate
control, even though they are highly recognized esthblished companies that should be
concerned with external image factors (new buildmgdern facade, and visibility) as well.
Nevertheless, the interpretation of these figusethat cluster 3 is already located in a high
quality building and their judgement most probaldyskewed to the relative marginal
benefits that up-market office space can providegddition to what they already have. The
explanation lies in the fact that they are usedhigh quality offices and take most of the
requirements for granted. This explanation seemasorable in the light of the results
obtained from the survey.

The results for cluster 1 (Money Savers) are dubiauthe sense that their optimal rent
levels for the most part correspond to lower cBissfice space. This is explained by the fact
that all class B tenants were included in the sanapld accordingly play their role in the
results. Therefore, their significance in this papedecreased, as the scope of the work
concerns A and B+ category tenants. The Money Sauster is also not expected to provide
a reasonable evaluation of the highest class offezpiirements, as they simply do not
consider them important.

Therefore, the most appropriate target group (btithee only one) to describe the needs
of a company from the psychological point of viesvthe Developing Enthusiasts. Their
psychographic profile is clearly concerned abouigs and comfort in the office. Therefore,
it can be concluded that according to consumer\betatheory, perceptional requirements

do matter in the decision-making process of thenapket office tenant.
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8.3.2. Choosing Location

For the most part, companies have chosen to béetbea Quiet Centre, City Centre,
Kipsala, Old Riga, and Mukusala, which score tlghbast on average among all clusters. The
Money Saver cluster has chosen to be further an@ay Old Riga and to locate its office
either in Kipsala, which is very close to the CBD,in the Duntes — Skanstes Street region,
which is about 15 minutes away from the centre. &o8avers are one fourth of the whole
respondent size and thus represent the smallett lpawever, these regions are highly
appreciated by the Developing Enthusiast clustevedls

Developing Enthusiasts prefer Quiet Centre, Cityntée Kipsala and Mukusalas
Streets, closely followed by the Duntes - Skansegfons. This shows that there is a
tendency for growing firms to be located in the CB®well; however, they would also be
satisfied with developing districts a little furth@way. If compared to Value Appraisers, this
cluster shows a very obvious tendency to residénenCBD, with the highest value for the
Quiet Centre.

According to traditional location theory, the aggkration signs include high
importance given to advanced infrastructure andnsamcations system, prestige related to
location, and proximity to clients and businesstipans. From the survey results it can be
concluded that up-market office tenant companigsire these features, and that there is an
obvious tendency for established companies to eduist the CBD. However, it is also
apparent that small clustering signs are emergingral the busy CBD in Duntes-Skanstes
Streets, Kipsala and Mukusala regions that cowddtersignificant clustering in these areas in

some 8-10 years time.

9. Conclusions

This paper contributes several findings to officarket research in Riga. These concern
factors that decision-makers in office choice vallbe most. The sample representing the
company profile located in Riga forms three didiwe clusters — Money Savers (25%),
Developing Enthusiasts (35%), and Established VAlygraisers (40%).

Firstly, the survey data and expert opinions infiell show that the most important
factors for choosing class A and B+ office spa@e good location, parking availability, rent,
and office infrastructure — Internet and telephohleese are closely followed by effective
lighting and climate control in the office. The &#&@amportant requirements are availability of
gym and sauna, suspended ceiling, and attractirewswdings. Overall, the importance of

psychological factors in office choice is considigyahigh and is expected to increase.
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Secondly, the most attractive areas in Riga foimasses are Quiet Centre, City Centre,
and Old Riga and the new developing business ardagntes — Skanstes Streets, Kipsala,
and Mukusalas Streets. Overall, the agglomeratitmmpmenon is present in Riga CBD with
all its characteristics. However, as stated, tlaeeecappearing several nearby regions close to
the city centre that might either become new chisgecentres for business activities or join
with the current CBD in the next decade. As a tesullure definition of the CBD is likely to
change and might include areas expanding consiyepabr its current borders.

The modern office market in Riga is just in its éi@epment stage. Sleeping demand is
gradually waking up and contemporary company exeesitare starting to set higher office
standards. In several years, further research reigipirically analyse consumer choice of top

class offices based on a decent stock of respeactives.
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Terminology

Agglomeration- the clustering of business head offices in tie¢ropolitan or central area of
a region.

CBD - Central Business District or City Centre, ondlef most often used acronyms in real
estate, which in the Riga context is the approxénzata between the Daugava right bank in
the West, Pernavas Street in the East, Sateklest$trthe South and Valdemara Street in the
North (See Graph 5, Appendix.Ihis region is considered to be the main busiaesa that
attracts the most consumers and business cliedihas the most developed infrastructure
and communications system.

Office Stock- represents the total completed office spaceuf@ed and vacant) in the private
and public sector at the survey date. Ideally, kstslwould include all types of buildings
regardless of quality, age and ownership (i.e. bedbed and owner-occupied).

Quiet Centre- Riga region between Hanzas, Valdemara, Elizalstd Eksporta Streets.
Sg.m- square meters.

Vacancy rate- the ratio of unoccupied office space over thaltavailable rentable office
space.

Yields - the final profit derived from the net operatingcome (after deducting all non-

recoverable expenditure) divided by total purchasss (including price, costs and taxes).
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Appendix 1
Graph 5 — Map of Riga Central Business District ai@liet Centre

0 750m

1.2 — List of Requirements by Colliers Int.
Source: Office Guide 2005

. New or fundamentally reconstructed building.

. Location, public transportation availability.

. Effective, open floor planning.

. Space loss factor is not bigger than 13%.

. Parking. At least 1 parking slot per every 30ma@f office space.
. Modern facade. Modern engineering systems.tiréu- BMS.

. High quality windows, rational displacement ahdows.

. Suspended ceiling.

. The distance from window to window not more tR@mmeters.
10. Average height to suspended ceiling 2.7 meters.

11. Not less than two-tube conditioning system.

12. 3 section joint for electricity, telephone armnputer cables.
13. Contemporary, high speed elevators. Waiting tmot more than 30 seconds.
14. Professional telecommunication provider inlibéding.

15. Professional building management.

16. Contemporary security and control systems.

17. Catering service.

O©CoO~NOOUTA, WNPE
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Appendix 2 — European Market Data Definitions
Source: Cushman&Wakefield, DTZ, CBRE, and JLL

Grade of Office - Inevitably local market circumstances are likedydictate local class of
office definitions. As a guide the following featisr associated with the quality of office
space should be used to define Class A, B and €&spa

Quality aspects to consider include:
= Air conditioning system.
Suspended ceilings.
Floor to ceiling height minimum 2.70m.
Flexibility of internal design.
Either three compartment trunking for telephonésctacity and computer cable or
raised floors.
Modern high speed lifts, maximum waiting time obab30 seconds.
Good quality fitted carpets and wall finishes.
Provision of secure dedicated car parking.
Reliable telephone and communications equipment.
Dual power supply and/or power supply system bgzk-u
Humidity control.

Grade A Reflects an above average property in that mavket quality criteria being at the
upper end of the scale.

Grade B Reflects an average or typical property in thatk@iabased on the criteria.

Grade C Reflects a below average property in that marksed on the quality criteria.

Appendix 3 — Expert Interviews

3.1 - List of Expert Interviewees

1. Mihails Danilevics — Commercial real estate spéstiakeal estate company “Ober
Haus".

2. Rasa Villerusa — Office market specialist, reaatesstompany “Ober Haus”.

3. Janis Krumins — Commecial real estate speciaésl,estate company “Arco Real”.

4. Sergey Snegirjov — Commercial real estate consyliaternational Property Advisor
Company “ Resolution”.

5. Santa Rozenkopfa — Commercial property Service Adtmator, International
Property Advisor Company “Resolution”.

6. Vilnis Gavars — Director, Construction company “@es’.

7. Alexey Avanessov — Financial economist, real estieelopment company “RB
Management”.

8. Andrey Maslov — Real estate consultant, real estatgpany “Nira Fonds”.
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3.2 — List of Open-Ended Questions to Expert Interviewees

1.

CoNoOO~WN

What is, in your expert opinion, the current sitiatin the office market in Latvia in
terms of supply and demand?

What is the current development of offices in Riga@ there many new projects?
How would you define a class A office space?

What is the approximate total area in sq.m of upketeoffice space in Riga?

What are the rent prices for up-market offices igaR?

What factors influence the rent prices of offices?

What factors influence the consumer choice of ffiee?

What are the most demanded office locations cugnt

What could be the future demanded office locatiarRiga?

10 What is the proportion of foreign to local up-markéice renters?
11.How do you think the office market will developfuture in Latvia?
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Appendix 4 — The Questionnaire
4.1 — Structure of Questionnaire

Question llooks at the industry the company is operatinglinis a multiple-choice
guestion with one possible option per respondent.

Question 2- identifying current and optimal size of the offi Multiple-choice question,
where respondent is asked to tick one option fev hmuch optimal office size deviates from
current, and in the box below indicate the cursené of the office. The optimal size of the
company’s office is calculated by taking the cutreize and adjusting it according to
respondent’s preferences.

Question 3~ identifying preference for time when locating tbffice. The question is
multiple-choice with one option to choose.

Question 4- current office rent. Given as a set of 2 Euneags, this question aims at
distinguishing current class of rented space amyiging a proxy for the last question —
optimal price that respondent would be willing taygor a well-fit office. The question is
multiple-choice with one option to choose.

Question 5- approximate number of employees in the compasmgnather proxy for the
size of the company. An open box question, whersgpaedent is asked to write an
appropriate number.

Question Gs a 1-6 Likert scale, indicating the importanédisied criteria when selecting
an office. The scale is leveraged to provide baikitpve and negative opinions, and forced
(no ‘neutral’ option), in order to mitigate possbtlesire of respondent to save time by
selecting ‘neutral’ answer. The criteria for graglia selected in such a way to represent most
important aspects of the office being perceiveihae creators, affecting level of comfort
and/or operational effectiveness. Some of theraitaight be concluded to be technical, but
they are included here as they fit into above-noewii categories.

Question 7and question 8are 1-6 Likert scales, indicating the importanéeporely
technical aspects of a building, and the neceésita new office, correspondingly. The scale
is leveraged to provide both positive and negatipimions, and forced, in order to mitigate
possible desire of respondent to save time by ieig‘meutral’ answer.

Question 9is a 1-7 Likert scale to measure the attractivers#sl5 regions of Riga for
possible office locations. The scale is leveragedptovide both positive and negative
opinions, and non-forced, so as to allow respontteakpress neutral preference. The reason

for allowing this option at this stage is that r@sg@ents are aware of company’s preferences
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and it is easier for them to formulate their prefere, hence minimizing the ‘neutral’ option
selection rate.

Question 10 optimal office rent that company would be wiglito pay. Given as a set of
2 Euro spreads, it is multiple-choice question weitie option to choose.

4.2 — English Version

Question 1- What is the industry your company operates in?
(Please, select one option)
Banking

Law

Retail

Real Estate

IT and Communications
Pharmaceutics

Catering

Logistics

Consulting

Audit

Tourism

Marketing

Broker agency

State agency

Other

Question 2- If compared to your current office, what wouldthe optimal office size for
your company?

(Please, select one option)
Smaller by 200 m2 and more
Smaller by 100 m2

Smaller by 50 m2

Current size is optimal
Larger by 50 m2

Larger by 100 m2

Larger by 200 m2

Larger by 300 m2

Larger by 400 m2

Larger by 500 m2

Larger by more than 500 m2
What is your current office size in m2?

Question 3- How many minutes of car drive away from the ce(®Id Town), including
average traffic and weather conditions, would yatate your office?

(Please, select one option)

Up to 5 minutes

Up to 10 minutes

Up to 15 minutes

Up to 20 minutes

Up to 25 minutes

Up to 30 minutes
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More than 30 minutes
Time doesn’t matter
Other

Question 4- What is your current rent per m2 per month eiclg maintenance and VAT?
(Please, select one option)

Less than 6 EUR (approx. 4.20 LVL) per m2

6 — 7.99 EUR (approx. 4.21 — 5.61 LVL) per m2

8 —9.99 EUR (approx. 5.62 — 7.02 LVL) per m2

10 - 11.99 EUR (approx. 7.03 — 8.43 LVL) per m2
12 — 13.99 EUR (approx. 8.44 — 9.83 LVL) per m2
14 — 15.99 EUR (approx. 9.84 — 11.24 LVL) per m2
16 — 17.99 EUR (approx 11.25 — 12.65 LVL) per m2
18 — 19.99 EUR (approx. 12.66 — 14.05 LVL) per m2
20 EUR (approx. 14.06 LVL) and more

Question 5- Approximately how many people work in your offit

Question 6- On the scale of 1 to 6, please grade, how impb#re the following factors in
choosing the office for your company

1 — Irrelevant

2 - Unimportant

3 — Low Importance

4 — Slightly Important

5 — Important

6 — Very Important

Location

Rent price

Parking

Proximity to clients

Proximity to business clients

Public transportation availability

Surroundings (i.e. close to park, lake)

Floor (renting space on a particular flog

=

)

Customization (possibility to adjust the
planning of the floor space to match your
need)

Modern security control system

Visibility, exposure to the clients

Professional building management

Infrastructure — telephone

Infrastructure — internet

Climate control

High speed elevator

Modern facade

Catering Service

Gym for employees

Sauna for employees
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Question 7 Please, on the scale of 1 to 6 grade the follgwiechnical Office
Requirements in order of importance to you.

1 — Irrelevant

2 — Unimportant

3 — Low Importance
4 — Slightly Important
5 — Important

6 - Very Important

New building

Suspended ceiling

Height to the ceiling 2,7 meters

Effective, open floor planning

Effective lighting

Building Management System — BMS

Dual power supply and/or power supy
back-up

ply

The distance from window to window
not more than 20 m

Conditioning system

3 compartment trunking for electricity

telephone and computer or raised floc

DI'S

Question 8 How important is for your company to find a neffice at the moment?

Irrelevant | Unimportant Low Importance

Slightly
Important

Important

Very Important

Question 3- How would you evaluate on the scale of 1 toerfdtiowing regions for

possible locations of your company office?

1 — completely unattractive
2 — unattractive

3 — doubtful
4 — neutral
5 —normal

6 — attractive
7 — very attractive

Duntes, Skanstes Streets

Krasta Street

Old Riga

City Centre (up to Pernavas Street)

Quiet Centre (surrounded by
Eksporta, Hanzas and Valdemara
Streets)

Tornakalns

Riga Airport

Kipsala

Mukusalas Street

Purvciems
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Ziepniekkalns

Mezciems

Kengarags

Plavnieki

Teika

Questions 16- What would be the highest limit for the offi@nt in the most suitable
location for your company?

(Please, select one option)

Less than 6 EUR (approx. 4.20 LVL) per m2

6 — 7.99 EUR (approx. 4.21 — 5.61 LVL) per m2

8 —9.99 EUR (approx. 5.62 — 7.02 LVL) per m2

10 - 11.99 EUR (approx. 7.03 — 8.43 LVL) per m2
12 — 13.99 EUR (approx. 8.44 — 9.83 LVL) per m2
14 — 15.99 EUR (approx. 9.84 — 11.24 LVL) per m2
16 —17.99 EUR (approx 11.25 — 12.65 LVL) per m2
18 — 19.99 EUR (approx. 12.66 — 14.05 LVL) per m2
20 EUR (approx. 14.06 LVL) and more

4.3 — Latvian Version

1. - Kada noza€ strada Jisu kompanija?
(Lzdzu iz¥elieties vienu vai divas atbilstakas atbildes)

Banku séra

Jurisprudence

Tirdznieaba

Nekustamaigpasums

IT un komunikicijas

Farntcija

EdinaSana

Logistika

Konsul&cijas

Audits

Tarisms

Marketings

Brokeru aentira

Valsts genfira

Cita

2. - Saidzinot ar pasreio biroja platbu, kada kitu Jisu biroja optinala platba?
(Lzdzu atzmejiet vienu no piedvatajam iesgjam ka arz pedejo opciju un noadiet Jisu
pasSreizjo biroja platibu)

par >=200 m2 maka

par >=100 m2 maka

par >=50 m2 maka

paSreizja platiba ir optinila

par 50 m2 liedka

par 100 m2 liglka

par 200 m2 ligka

par 300 m2 liglka
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par 400 m2 ligka

par 500 m2 liglka

par vaigk ka 500 m2 lieika

Kada ir Jusu pasrei#ja biroja platiba m2?

3. - Cik miriSu atiiluma no pilstas centra (Vetgas), braucot ar mail unpemot \era
satiksmes un laika ap&lus, Jdis iz\€lgétos sava biroja atrasasvietu?
(Lzzdzu iz¥elieties vienu atbilstagko atbildi.)

Lidz 5 min.

Lidz 10 min.

Lidz 15 min.

Lidz 20min.

Lidz 25 min.

Lidz 30 min.

Vairak ka 30 min.

Laikam nav nounes

Cits
4. - Kada ir Jisu paSreigja ires maksa par kv.maneg bez PVN un bez apsaimniekoSanas
maksas?
(Lzzdzu iz¥elieties vienu atbilstagko atbildi)

Mazak par 6 EUR (approx. 4.20 Ls) par m2

6 —7.99 EUR (4.21 — 5.61 Ls) par m2

8 -9.99 EUR (5.62 — 7.02 Ls) par m2

10 -11.99 EUR (7.03 — 8.43 Ls) par m2

12 — 13.99 EUR (8.44 — 9.83 Ls) par m2

14 - 15.99 EUR (9.84 — 11.24 Ls) par m2

16 —17.99 EUR (11.25 - 12.65 Ls) par m2

18 - 19.99 EUR (12.66 — 14.05 Ls) par m2

20 EUR (14,06 Ls) par m2 un vakr

5. - Kads ir Jisu biroja darbinieku skaits?

6. - Ladzu, novrtgjiet, cik svargi Jums ir zerik esosSie faktoriwsu biroja izéle:
1 — Pilrgi nesvaiyi
2 - Nesvaiyi
3 — Mazsvagi
4 — \era nemami
5 — Svaryi
6 —Loti svaigi

AtraSans vieta

Ires maksa

Autostivvietas

Klientu tuvums

Biznesa partneru tuvums

Sabiedriskais transports

Apkartne (piem. tuvu parkam, ezeram utt))

Stavs

leseja parplanot biroju ja rodas
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nepiecieSaia

Moderna drofbas sigsma

Redzariba, eksporija klientiem

Profesionls ekas menedzments

Infrastruktira — telefons

Infrastrukiira — internets

Klimata kontrole

Atrgaitas lifts

Modernagkas fagde

Edrica vai restans

Trenazieru 2le darbiniekiem

Sauna

7. — Lindzu, noertgjiet sava biroja tehnisko parametru Sgamu.
1 — Pilrgi nesvaiyi

2 - Nesvaiyi
3 — Mazsvagi
4 — \era nemami
5 — Svaryi
6 —Loti svaigi
1 2 3 4 5 6
Jaunceltne

Piekaramie griesti

Griestu augstums ne nizpar 2,7 m

Efekiivs, atkhts stiva penojums

Efekiiva apgaismoSana

BMS —ékas menedzmenta sista

Dubulta stivas padeves sigha vai
analogs

Attalums no logaidz logam 20 m

Ne mazk ka divu caurdu
kondicioreSanas sigtma vai atbilstoSs
analogs

Tris sekciju Erba elekttbas, telefona
un datora kaldeem vai virsgrda

8. — Cik svaigi Sobid ir Jisu kompnijai atrast jaunas biroja telpas?
(Lzdzu izvelieties vienu atbilstago atbildi.(6 ballu skat))

Pilnigi nesvaigi | Nesvargi | Mazsvargi | Vérapemami| Svagi Loti svaigi

9. — Ka Jas nowertétu sekojosos ggonus (ielas) k iesgjamas Jisu biroja atraSas vietas?
1 —Loti nepievilagi

2 — Nepievilagi
3 — Saulyi-

4 — Neitali

5 — Nornali

6 — Pievilagi

7 —Loti pievilcigi
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Duntes, Skanstes ielas

Krasta iela

Vecriga

Pilsttas centrs {tiz Pernavas ielai

Klusais centrs (starp Eksporta,
Hanzas un Valdeana iebm)

Tomakalns

Kipsala

Rigas Lidosta

Mukusalas iela

Purvciems

Mezciems

Ziepniekkalns

Kengarags

Kengarags

Plavnieki

Teika

10. — Kada hutu visaugstka maksa par kv.m ameg§, ko Jis mak&tu par biroja telpm Jisu

kompanijai vispiengrotakaja regiona?

(Lzzdzu iz¥elieties vienu atbilstagko atbildi)
mazk par 6 EUR (approx. 4.20 Ls) par m2
6 —7.99 EUR (4.21 — 5.61 Ls) par m2
8 -9.99 EUR (5.62 — 7.02 Ls) par m2
10 -11.99 EUR (7.03 — 8.43 Ls) par m2
12 — 13.99 EUR (8.44 — 9.83 Ls) par m2
14 - 15.99 EUR (9.84 — 11.24 Ls) par m2
16 —17.99 EUR (11.25 - 12.65 Ls) par m2
18 - 19.99 EUR (12.66 — 14.05 Ls) par m2
20 EUR (14,06 Ls) par m2 un vakr
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Appendix 5 — Descriptive Statistics

Table 4.1 — Descriptive Statistics: Requirements

N Minimum | Maximum Mean Std. Error |Std. Deviation| Variance
L INTERN 99 -3.00 3.00 2.6970 .0879 .87429 .764
L PHONE 99 -3.00 3.00 2.6667 .1015 1.01015 1.020
L LOCATN 99 -2.00 3.00 2.0808 .1100 1.09430 1.197
L _RENT 99 -3.00 3.00 1.9091 .1075 1.06991 1.145
L PARKNG 99 -3.00 3.00 1.8990 .1366 1.35898 1.847
L LIGHTG 99 -1.00 3.00 1.8889 .1004 .99887, .998
L_CLIMAT 99 -3.00 3.00 1.4545 1416 1.40896 1.985
L SECURT, 99 -3.00 3.00 1.3333 .1464 1.45686 2.122
L_PROFBM 99 -3.00 3.00 1.2121 .1581 1.57320 2.475
L_PLANNG 99 -3.00 3.00 1.1111 .1338 1.33163 1.773
L_RAISFL] 99 -3.00 3.00 .9091 .1811 1.80187 3.247
L POWSUP 99 -3.00 3.00 .8788 .1760 1.75123 3.067
L CUSTOM 99 -3.00 3.00 7172 .1533 1.52557 2.327
L H2.7M 99 -3.00 3.00 .6768 .1661 1.65263 2.731
L BMS 99 -3.00 3.00 .5960 .1686 1.67770 2.815
L_PUBTRN 99 -3.00 3.00 .5556 .1789 1.77983 3.168
L _FACADE| 99 -3.00 3.00 .505]] .1658 1.64982 2.722
L _CATERN 99 -3.00 3.00 .4646 .1601] 1.59280 2.537
L_CONDIT 99 -3.00 3.00 4545 .1840 1.83098 3.353
L_VISIBL 99 -3.00 3.00 3737 1797 1.78763 3.196
L PROXCL 99 -3.00 3.00 .0202 .1915 1.90584 3.632
L _PROXBP| 99 -3.00 3.00 -.0707| .1766 1.75693 3.087
L _ELEVAT 99 -3.00 3.00 -.2525 .1868 1.85903 3.456
L WTW20M 99 -3.00 3.00 -.2626 1726 1.71777, 2.951
L_NWBULD 99 -3.00 3.00 -.2626 1726 1.71777 2.951
L_SURRON 99 -3.00 3.00 -.3838 .1584 1.57601 2.484
L FLOOR 99 -3.00 3.00 -.4040 1728 1.71975 2.958
L_SUSCEL 99 -3.00 3.00 -.6667| 1753 1.74379 3.041
L GYM 99 -3.00 2.00 -1.4343 .1430 1.42257| 2.024
L SAUNA 99 -3.00 2.00 -1.8081 .1313 1.30679 1.708
Valid N (listwise) 99
Source: Created by authors- SPSS software.
Table 4.2 — Descriptive Statistics: Locations
N| Minimum| Maximum Mean| Std. ErrorStd. Deviation| Variance
QTCENTR 99 -3.00 3.00 1.0101 .1853 1.84333 3.398
CTYCENTR 99 -3.00 3.00 .7980 .1805 1.79557 3.224
KIPSALA| 99 -3.00 3.00 2121 1725 1.71591 2.944
OLDRIGA] 99 -3.00 3.00 .0202 .2173 2.16173 4.673
MUKUSALA| 99 -3.00 3.00 -.0909 .1953 1.94354 3.777
DUNTES| 99 -3.00 3.00 -.2121 1719 1.70995 2.924
KRASTA| 99 -3.00 3.00 -.4949 1474 1.46645 2.150
TORNKLN 99 -3.00 3.00 -.9899 .1696 1.68726 2.847
TEIKA] 99 -3.00 3.000 -1.0101 .1602 1.59396 2.541
AIRPORT] 99 -3.00 3.00 -1.3232 1710 1.70131 2.894
PURVCIEM 99 -3.00 3.00 -1.4141 .1612 1.60363 2.572
MEZCIEMS 99 -3.00 3.00 -1.5152 .1515 1.50756 2.273
ZIEPNKLN 99 -3.00 3.00 -1.5152 .1614 1.60588 2.579
PLAVNIEK 99 -3.00 3.00 -1.6869 .1321] 1.31434 1.727|
KENGARAG 99 -3.00 1.00 -1.8283 .1193 1.18701 1.409
Valid N (listwise) 99

Source: Created by authors. SPSS software.

Table 4.3 — Descriptive Statistics: Optimal vs. @t price
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N |Minimum|Maximum| Mean |[Std. Error] Std. |Variance| Interpretation of
Deviation Mean
OPTIMAL RENT| 97 1.00 9.000 4.4845 .2031] 2.00059 4.002] 10.96 EUR/sg m
CURRENT| 95 1.00 9.00 3.7579 .2078 2.02493 4.1000 9.51 EUR/sgm
RENT]
Valid N (listwise) 94
Source: Created by authors. SPSS software.
Graph 6 — Industries represented in the survey riksu
Variables
B Bank BB 1 _MARKET
M _Law B 1 _BROCKE

4,17

4,17

8,33%

5,21%

Source: Created by authors.

SPSS software.

,63%

N RetaL B 1_ARCHTC

B ESTATE |_CONSTR

B 1c B 1 _FINANC

B PHARMC B 1_SERVIC

B _LocisT B 1 _OTHER

B 1_consuL [l valid N (listwise)

29%
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Appendix 6 — Factor Analysis
Table 5.1 — Rotated Component Matrix 1

Component

1 2 3 4 5 6 7

L POWSUP| .808

L_RAISFL] .799

L_PLANNG| .740

L_CONDIT| .659 494

L_LIGHTG| .617

L CUSTOM .610

L BMS| .604 472

L WTW20M  .600 415

L_SECURT| .488 442

L_FACADE 716

L_ELEVAT] .682

L_NWBULD .651

L_CLIMAT 592

L_PROFBM|  .403 .507

L_CATERN .505

L_PHONE .908

L_INTERN .851

L_SAUNA .858

L GYM 816

L_PROXCL| .885

L_PROXBP .885

L_PUBTRN .800

L SURRON 683

L_FLOOR 709

L_SUSCEL| A87 .560

L H2.7M 481 541

L_VISIBL 524

Extraction Method: Principal Component Analysis. Rotation Method: Varimax with Kaiser
Normalization.

a Rotation converged in 8 iterations.

Source: Created by authors. SPSS software.

Table 5.2 — Rotated Component Matrix 2

Component
1 2 3 4 5 6 7
L RAISFL] .796
L POWSUP| .793
L PLANNG| .719
L CONDIT| .648 525
L CUSTOM .644
L LIGHTG| .600
L WTW20M| .599
L BMS .583 476
L _FACADE| .735
L _NWBULD| 672
L _ELEVAT .659
L_CLIMAT .601
L_SUSCEL .548 451
L_PROFBM .486 433
L_PHONE .903
L_INTERN .846
L SECURT| .461 .466
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L_SAUNA 879

L GYM 839

L_PROXBP

.891

L_PROXCL

.886

L_PUBTRN

.818

L SURRON

.666

L_FLOOR

.689

L H2.7M| .438

.588

L_VISIBL 424

511

Extraction Method: Principal Component Analysis. Rotation Method: Varimax with Kaiser

Normalization. A Rotation converged in 8 iterations.
Source: Created by authors. SPSS software.

Table 5.3 — KMO and Batrtlett's Test

Kaiser-Meyer-Olkin Measure of Sampling Adequacy. .830
Bartlett's Test of Sphericity Approx. Chi-Square 1366.074
df 325

Sig. .000

Source: Created by authors. SPSS software.
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Appendix 7 — Cluster Analysis
Table 6.1 — Final Cluster Centers

Cluster
1 — Money 2 — Developing 3 — Established Value
Savers Enthusiasts Appraisers
LOCATION 1.52 2.31 2.23
RENT 2.04 2.17 1.59
PARKING 2.04 251 1.26
FLOOR CHOICE| -.64 .20 -.79
CATERING .28 1.26 -.13
DUNTES, SKANSTES -12 74 -1.13
KRASTA -.32 49 -1.49
OLD RIGA -2.28 51 1.05
CITY CENTER -.88 1.09 1.62
QUIET CENTER -.60 1.34 1.74
TORNAKALNS -.96 14 -2.03
KIPSALA .00 111 -.46
RIGAS AIRPORT -.76 -.43 -2.49
MUKUSALA| 72 .97 -1.56
PURVCIEMS -1.00 -.43 -2.56
MEZCIEMS -.88 -.69 -2.67
ZIEPNIEKKALNS -.92 -.57 -2.74
KENGARAGS -1.60 -1.09 -2.64
PLAVNIEKI -1.24 -.91 -2.67
TEIKA| -.44 -.37 -1.95
EXTRA -2.10 -.89 -1.97
INFRASTRUCTURE| 2.74 2.77 2.56
LOCATION COMF -.78 1.04 -.22
TECH BUILDING -.09 1.53 .76
TECHN OFFICE .56 1.62 1.33
TECHN FLOOR -.45 .88 -.08
IMAGE EXTER -.39 .98 -11
IMAGE INTER| -.03 151 .70
STRAT LOCATION -1.02 77 -.10

Source: Created by authors. SPSS software.

Table 6.2 — Number of Cases in each Cluster

1 — Money Savers 25.000

Cluster 2 — Developing Enthusiasts| 35.000
3 — Established Value Appraisers 39.000

Valid 99.000
Missing .000

Source: Created by authors. SPSS software.
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Appendix 8 — Cluster Comparison
Graph 7.1 — Current Rent, Optimal Rent, Time fromdRiga

Average Grading

-Current Rent

-Optimal Rent

-Time from Old Riga

1 - Money Savers 3 - Value Appraisers
2 - Enthusiasts

Source: Created by authors. SPSS software.

Graph 7.2 — Average Current Size vs. Optimal Size

500
400
(@4
)
=
[0}
N
& 300
(O]
o
@
S
(O]
>
<
200 -
- Current Size
100 | [ optimal size

1 - Money Savers 2 - Enthusiasts 3 - Value Appraisers

Source: Created by authors. SPSS software.
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Appendix 9 — Industry Composition
Graph 8.1 — Money Savers

Construction Agency
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ICT
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8.0%

Other
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24.0%
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Source: Created by authors. SPSS software.

Graph 8.2 — Developing Enthusiasts
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Source: Created by authors. SPSS software.
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Graph 8.3 — Established Value Appraisers
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Source: Created by authors. SPSS software.
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Appendix 10 — Descriptive Statistics, Clusters

Table 7.1 — Money Savers

N Min Max Mean| Std. Error| Std.
Deviation
Current Rent| 24 1.00 6.00 2.5417 .2552]  1.25036
Optimal Rent] 25 1.00 6.00 3.2800 .3241] 1.62070
Time from Old Riga] 25 1.00 9.00 4.2400 4700 2.35018
M SQ per Employee| 24 4.00 23.33] 13.4450 1.0514] 5.15086
Number of Employees| 24 1.000 250.000 21.4583 10.5308 51.59034
Current Size| 25 20.00 1600.00 213.672 71.396] 356.9800
Optimal Size| 25 30.00 2100.0] 258.232 86.759 433.7943
New Office?| 25 -3.00 3.000 -1.1200 4255 2.12760
Valid N (listwise), 23
Source: Created by authors. SPSS software.
Table 7.2 — Developing Enthusiasts
N Min Max Mean| Std. Error| Std.
Deviation
Current Rent| 33 1.00 9.00 3.7576 .3287| 1.88796
Optimal Rent] 35 2.00 9.000 4.6286 .3015] 1.78368
Time from Old Riga] 35 1.00 9.00 2.8571] .2324)  1.37505
M SQ per Employee| 31 3.33 61.60, 18.9826 2.3592] 13.13558
Number of Employees| 35 1.00 82.00] 14.8857 3.0557| 18.07789
Current Size| 31 30.00 1820.00 241.168 60.726] 338.1079
Optimal Size| 31 30.00 2420.00 333.103 84.099 468.2427
New Office?| 34 -3.00 3.00 -.1176 3345 1.95036
Valid N (listwise)| 29
Source: Created by authors. SPSS software.
Table 7.3 — Value Appraisers
N Min Max Mean| Std. Error| Std.
Deviation
Current Rent 38 1.00 9.00 4.5263 3553  2.19011
Optimal Rent| 37 1.00 9.00 5.1622 3455  2.10177
Time from Old Riga] 39 1.00 9.00 2.1026 2317 1.44723
M SQ per Employee| 31 6.50 30.000 16.5852 1.2885 7.17421
Number of Employees| 38 1.000 860.00] 44.8158 22.7186/140.04707
Current Size| 31 13.00  1300.0] 305.016 65.400, 364.1319
Optimal Size| 31 13.00 1900.0] 425.081 91.227| 507.9329
New Office?| 37| -3.00 3.000 -1.2162 3175 1.93125
Valid N (listwise)| 26

Source: Created by authors. SPSS software.



