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Abstract. Economic models are built primarily following the classical
economic theories, but a challenge to build good models with classical
theories is needed to define the exact value of the Earth, which is hardly
definable. Quite often national gross product indicator calculation reuses
the same performance indicators, where the resource and income
distribution system is not linked to production factors. The resource and
income distribution system is primarily associated with low productivity
(execution of a sales plan, execution of a profit plan, profitability level,
increase in market share, personnel turnover rate, hours worked per
employee). Changes in the productive and economic structures of the
markets result in new innovative growth patterns which, based on
customer motivation, are linked to the concentration of capital in
regional and national markets, the growth of transnational markets and
the development of technology. At the same time, extensive economic
development through natural resources leads to deforestation, landscape
changes, desertification, swamping and soil fertility renewal. So far, it
often has been assumed that economic growth depends on the use of
natural resources, and natural resources are unlimited. The results are
“resource crisis”: resources are running out and resource prices are
rising, thus invalidating a particular model. On the other hand, the eco-
economy approach is a sustainable future for the economic modelling.
The principle of eco-economy is based on a production system, which
relies on re-cyclicality (the basis is the production of zero waste
production). For this to happen, a transition to a completely new mind-
set is needed. The research results were previously approbated during
the graduate meeting of the Baltic DBU scholarship holders from 4 to 6
May 2018 in Latvia.

Keywords: Circular economy, cities, green economy, rural areas,
synergy.

INTRODUCTION

The importance of ecology is becoming increasingly important in the 21st
century. Nowadays, society and economists are more frequently searching for an
alternative economic model, in which prosperity can be created without harming
the environment, because air and water pollution, deforestation are problems that
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are more and more evident and directly impacting the quality of life for most of
the people. Environment degradation is also becoming increasingly unsuitable for
many species, including all types of plants, animals and many water species.

Economics is a system of production, distribution, exchange and consumption
of goods and services. In addition, economics is a science that studies ways to
make the most effective use of available limited resources.

The basis of the economy is the production of goods and services. Without
production, there would not be any trade, exchange of goods and consumption of
produced goods. In connection with the limited resources and the not limited
human needs, it is necessary to save resources. This is the reason for the economy
to be considered as a science. The economy in any society should answer the
following questions: What goods and services should be produced; how goods
and services should be produced; are the produced goods and services demanded;
in what quantities; is the production sustainable?

Depending on how resource allocation, production and exchange process
management issues are solved, the following main types of economic systems are
distinguished: traditional economy, market economy, command economy and
mixed economy.

In the 21st century, there is transformation as a demand for interdisciplinary
economies.

1. METHODS AND PROCEDURES

The authors of the article use a systematic search and review as a research
method.

Systematic reviews target to address these problems:

— to determine to what extent existing research has progressed to identify a

specific problem;

— to identify relations, gaps, contradictions and inconsistencies in the

literature and explore their causes;

— to formulate general statements or a comprehensive concept (Grant &

Booth, 2009; Brereton, Kitchenham, Budgen, Turner, & Khalil, 2007;
Boell & Cecez-Kecmanovic, 2015; McKinstry, Brown, & Gustafsson,
2014).

Environmental problems related to the extraction and processing of many
materials and natural resources move from Europe to the exporting countries
concerned. Consequently, the impacts of European consumption and resource use
on the global environment are increasing. As resource use in Europe exceeds local
availability, European dependence and competition in terms of resources from
other parts of the world, in the long run, raise questions about the security of
supply of resources in Europe and create the potential for future conflicts
(Matthew, Brown & Jensen, 2009; European Environment Agency, 2011).

The authors study the synergy aspects of geo-economy, ecological economy,
bioeconomy, green economy and circular economy for the development of urban
and rural areas in the 21st century.
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2. RESULTS AND DISCUSSION

“In economics, for example, a typical distinction is made between partial
equilibrium analysis and general equilibrium analysis. In partial equilibrium
analysis, a subsystem (a single market) is studied with the underlying assumptions
that there are no important feedback loops from other markets. In general
equilibrium analysis, on the other hand, the totality of markets are studied to bring
out the general interdependence in the economy. The large-scale, whole-economy,
general equilibrium effects are usually quite different from the sum of the
constituent small-scale partial equilibrium effects. In addition, it is consent, that
model observations and their further complication that in reality the true
equilibrium is never achieved, and one can begin to see the limitations of
classical, reductionist science in understanding complex systems” (Costanza,
Wainger, Folke, & Miler, 1993).

Geoeconomics by definition is “economics in its relationship to such
geographical conditions as for location and natural resources”
(Yourdictionary.com, n.d.). Geoeconomics is based on a new geopolitical
approach from the country, which shows how global wage is disseminated across
different countries. From a civil authority point of view, this is an important
aspect of internal politics, which is linked to provincial power.

Therefore, nations will tend to act ‘geo-economically’ simply because of what
they are: spatially-defined elements organised to exceed each other on the world
scene. For the various capacities that countries have acquired as suppliers of
specific benefits, classified services and diverse infrastructures, their reason of
being and the ethos that sustains them still derive from their chronologically first
function: to provide protection from enemies. Relatively few countries have had
to fight to exist, but all countries exist to fight — or at least they are organised as if
it was their dominant function. Correspondingly, intergovernmental rivalry, as a
matter of importance, must be carried out by utilising economical methods. These
days, considering that the utilisation of military power is going to the second
stage, on the international level the ranking of countries is considered only by
economic strength. Today, we see that geopolitics has already been partially
replaced by geoeconomics. In a more extensive sense, geoeconomics does not
oppose geopolitics. To achieve geopolitical goals, geoeconomics uses economical
ways, just as geo-strategy employs military ones (Kvinikadze, 2016).

The Chair of the Global Agenda Council on Geo-economics Mark Leonard
has said that with tension increase between great powers global businesses
increasingly find that political risk is no longer just instability in the developing
world or avoiding war zones. The global financial system has become a battlefield
regarding sanctions, consumer boycotts, preferential treatment for national
champions and the creation of open markets increases the possibility of
protractedly accumulated investment disappearing in a short period of time. In
addition, the impacts on business and people who intend for trade as a way of
lifting people out of poverty are deeply concerning (Cann, 2015).

The hypothesis of the authors is that for sustainable growth new national
approaches need to be defined. Many scientists have identified approaches and
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performed several studies about aspects of soil degradation on economic
development (Bashaasha, Mangheni & Nkonya, 2011; von Braun, Gerber,
Mirzabaev, & Nkonya, 2013; Bojo, 1991; Nkonya, Gerber, von Braun, & De
Pinto, 2011; Qadir et al., 2014; Nkonya, Mirzabaev & von Braun, 2016).

Those agricultural methods and results, which with eco-modernisation and
increase of production efficiency also raise the quality of life and living
environment quality improvements, are considered part of ‘green’ economy. At
the same time, in many official documents of national programmes totally
different aspects and factors are featured: to develop competition between
incumbent companies, to support growth activities for additional workplaces,
which are aligned with the defined green economy factors. In developing
countries, the primarily focus is placed on economic development, poverty aspects
as a priority, equality issues, citizen involvement and effective green policy of the
country.

Eco-economy, bioeconomy and green economy are a solution proposed by
Europe for the main environmental challenges the world is facing nowadays. It is
focused on reducing the dependence on natural resources, transforming
production, promoting sustainable manufacturing of renewable resources from
land, aquaculture and fisheries and converting them into food, feed, fibre, bio-
based products and bio-energy, while increasing the number of new jobs and
developing industries (European Commission, n. d.).

Bioeconomy includes primary production (agriculture, forestry, fisheries,
aquaculture) and industries using and processing biological resources (food, pulp
and paper), and parts of the chemical, biotechnological and energy industries.
“The bio-economy is meant to achieve policy objectives that were listed in the
first draft of the European Strategy and Action plan towards a sustainable bio-
based economy by 2020” (European Commission, n. d.). These objectives are as
follows:

1) reinforcing European leadership and creativity in the biosciences;

2) optimising innovation and the systems for knowledge transfer;

3) research into safe, nutritious and affordable food;

4) making rural and coastal economies more sustainable;

5) improving the efficiency of agricultural, food and industrial production

and distribution systems;

6) maintaining the competitiveness of European industry and agriculture;

7) building low-carbon industries;

8) reducing emissions of greenhouse gasses and waste (Schmidt, Padel, &

Levidow, 2012).

Cities are particularly vulnerable to climate change and climate extremes in
particular because they concentrate many activities, people and wealth in small
areas. As a result, they represent an important scale for assessment and
understanding of climate change impacts (Hallegatte, Henriet & Corfee-Morlot,
2011; Shao, Tang, Zhang, & Li, 2006; Robinson, 2017; Naeem, Cao, Wagar, WEei,
& Acharya, 2018; Wende & Darbi, 2018).
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Bioeconomy, as defined in Horizon 2020 programme, is managed in a
sustainable manner, and bioeconomy can also:
1) sustain a wide range of public goods, including biodiversity and ecosystem
services;
2) reduce the environmental footprint of primary production and the supply
chain as a whole;
3) increase competitiveness;
4) enhance Europe’s self-reliance;
5) provide jobs and business opportunities (European Commission, n. d.).
In brief, bioeconomy can contribute to building a more competitive,
innovative and prosperous Europe.
The concept of green economy is based on several sectors as an ecosystem,
economy and human well-being (Fig. 1). Sustainable economic development can
be achieved, if all these sectors are in synergy.
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Fig. 1. The ‘green economy concept’ in the context of sustainable development
(Martin & Henrichs, 2012).

Circular economy: “The circular economy concept can be traced back many
decades. In making the case for a circular rather than linear flow of material
resources in the economy, Boulding (1966) drew an analogy from manned space
exploration by advocating a shift from the ‘cowboy economy’ (endless
frontiers/resources and the ability to move on and abandon problems) to the
‘spaceship economy’ where limited resources had to be reused and recycled as a
precondition to sustainable life-support systems. The concept has since been
developed at a theoretical level and as part of environmental economics by many
authors (for example Smith (1972), Miler (1974) and Dasgupta and Heal (1979))”
(European Academies’ Science Advisory Council, 2015).

There are essential differences among linear, reuse and circular economies
(Fig. 2). The global population is growing and it has an impact on the

92



Baltic Journal of Real Estate Economics and Construction Management

2018 /6

environment. To ensure that there are enough food, water and wealth in 2050, we
need to switch from a linear to a circular economy. The goal is to ensure healthy
and safe living and working conditions and cause less harm to the environment.
For a long time, our economy has been ‘linear’. This means that the raw materials
are used to make the product, and all waste is discarded after use. In the recycling
economy, materials are being reused. For example, waste paper is used for new
papermaking. To ensure that there will be enough raw materials for food, housing,
heating and other needs in the future, our economy should become circular. This
means eliminating waste by making products and materials more efficient and
reusing them. If new raw materials are needed, they must be sustainable in order
not to harm the natural and human environment (Government of the Netherlands,
n. d.).

Linear economy Reuse economy Circular economy

Raw materials 5
o,
. ¢ (9,

Non-recyclable waste d

Fig. 2. From a linear to a circular economy (Government of the Netherlands, n. d.).

Raw materials

Production

Non-recyclablewaste

1y

The circular economy is referred to as future economy developed on a
sustainable approach for solving topical issues (Fig. 3). The issue of climate
adaptation in rural and urban areas due to greenhouse gases and global warming is
discussed most among scientists (Gill, Handley, Ennos, & Pauleit, 2007; Mirza,
2003; Birkmann, Garschagen, Kraas, & Quang, 2010; Tupenaite, Lill, Geipele, &
Naimaviciene, 2017). It causes challenges for water management (Vorosmarty,
etal., 2000; Meijide, et al.,, 2017). As the global consumption grows, the
provisioning of food, resources and fossil fuels becomes a national-scale issue
(Meadows et al., 1972; Forde, 2017; Li, Omani, Chaubey, & Wei, 2017; Kotval-
K, Meitl & Kotval, 2017). The reuse of space, removal of landfill sites and
recovery of brownfields play an important role in sustainable global human well-
being regarding a growing number of global population (Bookchin, 1987, de
Groot et al., 2010, Kotval-K, Meitl & Kotval, 2017; Burlakovs et al., 2017;
Breure, Lijzen, Maring, 2018).

Development of biomass and biogas is an essential factor to reduce the use of
fossil fuel and the suitable mean of reusing materials regarding circular economy
(Ramirez-Almeyda et al., 2017; Hetemaki et al., 2017). Overall, circular economy
has potential to provide successful synergy between rural areas and cities to
reduce the negative impact of urbanization (Jiang & O’Neill, 2017).
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Fig. 3. Societal issues solved using circular economy (made by the authors).

For the circular economy to become reality, important factors are knowledge
accumulation, progress control and assurance to supply policymakers with data
and information, and to assure sufficient comprehension for the ability to develop
supportive and elastic policies. This is one of the main responsibilities of the
European Environmental Agency.

The authors of the article offer their vision of the relations regarding
agriculture, forestry, climate, water management and energy between economies
described above (Fig. 4). The highest synergy is identified between green
economy and circular economy, which can provide sustainable development in an
urban environment and rural areas. Additionally, all of these relations are part of

geoeconomics.
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Fig. 4. The synergy between the concepts of green economies and circular
economy (made by the authors).
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Green economy as per understanding in 2018 is connected with technological
equipment development, manufacturing and promotion of other activities to
reduce pollution and greenhouse effect gas emissions and to control monitoring of
climate change and modelling. Green economy activities also include energy and
resource preservation technologies for renewable energy resource integration in
cities and rural areas.

The authors of the article offer a landscape development model in rural areas

regarding eco-economical aspects and processes (Fig. 5).
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Fig. 5. Landscape development model in rural areas (made by the authors).

In 1981, the Nobel Prize was awarded to James Tobin “for his analysis of
financial markets and their relations to expenditure decisions, employment,
production and prices” (Nobelprize.org, n.d.). Green economists have raised
initiative to establish Tobin tax, with tax rate 1 % of all international deals, and to
move those funds to poor countries to reduce growing differentiation between
developed and developing countries (Barbier, 2011; Patoméki, 2001; Grahl &
Lysandrou, 2003; Buiter, 2003; Stecher & Bailey, 1999).

CONCLUSION

We are in the process of major digital transformation, where the increasingly
important role is the ability to adapt to the economy of the whole country. It is a
critical need to support organisations and public governance to define sustainable
strategies and policies for development. Timely definition of long-term
sustainable strategies in policies would enable innovations and support the growth
of economics with a high impact on the development of rural and urban
environment as a whole system.

The circular economy has a trait for a positive impact not only on a separate
country environment but also extends a positive impact across borders with direct
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influence on life quality and living environment of many people. This trait also
directly links economics of different countries. Despite many benefits of the
circular economy, transition to circular and eco-economics is postponed for an
undefined period. In addition, global companies with a high impact on public
opinion are not yet able to become sufficiently impulsive for change. Society
primarily seeks short-term goals with less evaluation on long-term consequences,
as the primary targets are defined by an artificially maintained consumer concept
to ‘live easy’. There is a challenge to overcome psychological barriers and to
assure that there are many chances for success and benefits in green concepts, and
how quickly and efficiently reach a large proportion of society is still an open
issue.

The research results were previously approbated during the graduate meeting
of the Baltic DBU scholarship holders from 4 to 6 May 2018 in Latvia.
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