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The Baltic region consists of coastal ar-
eas of nine countries — Russia, Estonia,
Latvia, Lithuania, Poland, Germany, Den-
mark, Sweden, and Finland. The region’s
hubs are the port cities located along the
Baltic Sea coast. However, Peter Taylor and
Saskia Sassen’s classification identifies
higher status cities and ‘global cities’, which
are to be considered in the global context.

Seven coastal regions are distin-
guished within this region, whose organis-
ing centers are the global coastal cities of
Stockholm, Copenhagen, Helsinki, Riga,
Tallinn, St. Petersburg, and Malmé. The
concept of a “global city-region” (Sassen)
can be used as a methodological frame-
work for analyzing this connection. Within
this hierarchy, the dominant alpha group
global city is Stockholm.

The authors argue that, as a global
coastal city, St. Petersburg forms the
St. Petersburg coastal region, which can be
defined as a typical "global city region".
The index method shows that the position
of St. Petersburg in the system of global
coastal cities of the Baltic region is rela-
tively favorable in view of its transport, lo-
gistics, and demographic potential and the
advantageous geo-economic situation.

St. Petersburg has certain competitive
advantages in the region brought about by
its demographic potential, port freight ca-
pacity, and the favorable geo-economic po-
sition of the "sea gate" of Russia. However,
the level of high-tech services and ‘new
economy’ development is not sufficient for
the port to become a match for the top
three cities (Stockholm, Helsinki, and Co-
penhagen). This is increasingly important
because transboundary global city net-
works demonstrate that global cities are
functions of global networks. Saint Peters-
burg is just starting to integrate into these
networks through the Pulkovo airline hub
and seaports of Ust-Luga, Primorsk, and
Saint Petersburg.

Key words: global coastal city, St. Pe-
tersburg, Baltic region, ports, coastal re-
gion, global urban area, marine economy

Baltic region. 2015. Ne 3 (25). P. 47—57



Economic and geographical development of the Russian Northwest

Problem definition

The coastal region is defined as a special territory, a transition from dry
land to the sea (ocean) stretching up to 200 km inland. It is worth stressing
that, according to the OECD recommendations, the boundaries of a coastal
zone should extend as far inland as necessary for appropriate management [1].

The economies of such zones and their specialisations are strongly affected
by marine economic activities, and port and logistics infrastructure. The EU
Green paper stresses that ‘the maritime regions account for over 40% of GDP
and approximately the same proportion of population’ [2]. Eurostat identifies
coastal regions as statistical areas of NUTS-III level, where more than half of
the population resides within 50 km from the coastline. It is worth stressing that
most studies use the 150-200 km benchmark. In particular, P.R. Burbridge em-
phasises, ‘Coastal zones occupy less than 15% of the earth's land surface, yet
accommodate around 37% of the world population in a band of 100 km, and
roughly 50% in a 200 km range’. ‘Three quarters of the world population are
expected to reside in the coastal zone by 2025’ [3]. To a degree, the bounda-
ries of coastal region are arbitrary. The density of coastal population living
within 100 km from the coastline is 2.5 times the world average [4].

Researchers and specialists in public administration use a wide range of
definitions to describe the complex area of transition from dry land to the
marine environment.

The Strategy for the Marine Activities in the Russian Federation until
2030 uses the notion of ‘marine-coastal component’, which includes coastal
territories and contiguous waters comprising a single administrative unit [5].

The marine-coastal component creates prerequisites for the development of
a regional marine industry and offers opportunities for establishing ‘marine
production clusters’ and zones of advanced and spatial development. The spa-
tial and functional structure of a regional marine industry depends on the prev-
alent maritime activity. This means that a regional marine industry is managed
from a coastal global city — a unit of globalised geoeconomic space.

Saint Petersburg, being a gamma level global city, is the core of an
emerging space specialising in marine activities. Our calculations show that
the current population of Saint Petersburg coastal region reaches 7.5 million
people and its area is 110.5 thousand km”.

A. Scott [6] and K. O’Connor [7] call such areas ‘global city regions’.
The key competitive advantage of such regions is the availability of port in-
frastructure and a large airport, which can become a critical factor in the po-
sitioning of a global city in global logistics. In his study into the role of
global cities in global logistics [7], K. O’Connor ranked the Saint Petersburg
global logistics region 39™, which is well above the city’s 126™ position in
the global city ranking. Today, the total tonnage of seaports within the Saint
Petersburg coastal region has reached 195 million tons, Saint Petersburg’s
contribution being 30% [8].

Saint Petersburg boasts a container terminal handling 2.52 million TEU
and ranking 50™ among the world’s largest ports. In line with international
strategies [9], the value added generated by the Saint Petersburg container
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port reached USD 6,400 million (as compared to USD 12,000 million in the
gamma level global cities of Jeddah and Osaka).

Objects and methods

This study assumes that Saint Petersburg, being a global coastal city
(GCCQ), serves as the core of the Saint Petersburg coastal region — a typical
‘global city region’ as interpreted by A. Scott and K. O’Connor. The borders
of the region coincide with the external boundary of 200 km inland area (for
more detail, see [10—11]). Therefore, the population of the Saint Petersburg
coastal region is 7.5 million people and the area 110.5 is thousand square km'.

The Chinese experience in developing industrial port clusters suggests
that ‘it is most efficient to locate manufacturing within 200 km from a large
seaport’ [12]. E.B. Valev [13] analyses the case of European coastal regions
in a similar way, stressing the region-forming role of coastal production fa-
cilities, which activate economic ties thus ensuring a stronger position of the
country in the international division of labour, high-level infrastructure, and
development focused on industrial port centres.

Indeed, the past 15 years have witnessed the activation of global eco-
nomic ties not only in Saint Petersburg, but also in the Leningrad region. In
2000-2014, total international trade (commodities) as a 9.77-fold increase in
Saint Petersburg and a 7.71-fold increase in the Leningrad region. In 2000-2005,
international trade increased 2.92-fold in Saint Petersburg and 3.61-fold in the
Leningrad region. In 2005 — 2010, the total increase was 2.42- and 1.57-fold
respectively, whereas in 2010 — 2014, the city’s and region’s performances
levelled with a respective 1.38- and 1.36-fold increase (tables 1, 2).

Table 1
Foreign economic performance of Saint Petersburg
and the Leningrad region in 2014
Region
Parameter Saint Petersburg Lenmgrad

region
Total exports of goods, USD billion 20.32 15.51
Total imports of goods, USD billion 29.92 4.23
Total international trade, USD billion 50.24 19.74
GRP, USD billion 64.98" 18.03"
GRP/IT ratio 1.29 0.92
GRP per capita, USD 12588 10188
IT per capita, USD 9733 11154

" As of 2013. The 2014 average weighted rouble exchange rate is = 38.4217.

"It is assumed that the administrative district can be included into the studied region
under the condition that its centre is located in the extended zone of the coastal re-
gion. For the purposes of this study, the Saint Petersburg coastal region will include
15 districts of the Leningrad region, 4 districts of Karelia, 9 districts of the Pskov
region, and 8 districts of the Novgorod region.
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Table 2
Changes in key economic parameters in 2000—2014
Parameter 2000 | 2005 | 2010 | 2014
Saint Petersburg
GRP, USD billion” 6.723 23.800 56.649 65.699
BT, USD billion 5.143 15.030 36.350 50.240
GRP/BT 1.31 1.58 1.56 1.31
Leningrad region
GRP, USD billion” 2.000 7.336 16.343 18.231
BT, USD billion 2.559 9.255 14.525 19.740
GRP/BT 0.78 0.79 1.12 0.92

" The average weighted rouble exchange rate as of the studied year is applied.

Tables 1 and 2 show the expansion of international economic activities
in both the region’s core (Saint Petersburg) and the adjacent Leningrad re-
gion. An important trend is the increasing influence of world economy and
international trade on the city and the region. They are becoming Russia’s
international trade operators accounting for up to 10% of the country’s inter-
national trade.

These trends are corroborated by an analysis of changes in Saint Peters-
burg's and the Leningrad region’s positions in Russia’s Northwestern federal
district and Russia in general (table 3). Both regions stand out at not only the
NWEFD but also the national level. However, the Leningrad region is reducing
its dependence on the world market, whereas Saint Petersburg is increasing it.

Table 3

Assessment of the influence of globalisation on the regional economies
of Saint Petersburg and the Leningrad region in 2005—2013>

GRP localisation | IT localisation Integration

Region coefficient coefficient coefficient
2005 2013 2005 | 2013 2005 2013
Leningrad region 0.971 1.042 | 2313 |2.070 | 2.382 1.986
Saint Petersburg 1.128 1.291 1.343 [ 1987 | 1.191 1.539
NWFD 1.041 1.074 | 1.198 | 1402 | 1.151 1.305
Russia 1.000 | 1.000 | 1.000 | 1.000 | 1.000 1.000

GRP stands for gross regional product; IT is international trade; the integration
coefficient is a degree of integration into the world economy.

* The GRP localization coefficient is calculated as a ratio of local GRP per capita to na-
tional GRP per capita. The coefficient of international trade localisation is the ratio of
total international trade per capita in the region to total international trade per capita in
the country. The integration coefficient is the ratio of current international trade localisa-
tion coefficient to current economic localisation coefficient.
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Foreign investment has become an important driver for economic develop-
ment. In 2013, it increased by 24.7% as compared to 2012 to reach USD
13.4 billion. The manufacturing industry accounts for 90% of foreign invest-
ment (USD 12.1 billion). In 2013, FID stock in the economy of Saint Petersburg
reached USD 25 billion — 21.9 % above the 2012 level [14].

The Saint Petersburg development strategy [14] identifies the improve-
ment of global competitiveness as the major development objective. Certain
aspects are recognised as priorities — business, tourism, IT, and transporta-
tion and transit. Adequately identified priorities can ensure the development
of Saint Petersburg not only as a leading global city of the Baltic region but
also as one of top European cities.

Therefore, the global coastal city of Saint Petersburg is identified as a
first-level geoeconomic node serving as the organising centre for the whole
Saint Petersburg coastal region. Moreover, the seaport of Saint Petersburg
performs the role of a global city’s organising centre.

When studying global coastal cities (GCC), five types of coastal posi-
tions are identified: within internal seas and bays (A); in the estuaries of
large rivers emptying into a sea or an ocean (B); at a distance from the coast-
line on a riverbank (C); on the ocean coast (D); on the coast of an open sea
or a bay (E). There is also a special integrated type — a position at major in-
ternational marine routes (F).

Calculations show that, out of 182 world cities (according to Peter Tay-
lor’s classification [15]), 102 are classified as GCS, including 30 of category
E, 24 of category D, 12 of category A, 14 of category C, and only 11 of category
B. A total of 66 cities are located at major international marine routes.

Global coastal cities of the Baltic region are classified under category A.
It is worth stressing that, despite the geographical similarities and the com-
mon positioning region, the ports of the East and West Baltic are rather dif-
ferent. In effect, they occupy different competitive niches and gravitate to
different markets. The ports of Poland, Germany, Denmark, South Sweden,
and the Kaliningrad region are mostly oriented towards Western and Central
Europe. As to the ports of the East Baltic, they are oriented towards the mar-
kets of the Baltics, Russia, and Scandinavian countries (table 4).

Table 4
Global coastal cities and large ports of the Baltic region
Population Proportion
in 2012 Distance Global |Seaport|Seaport of seaport tonnage QDP with-
from the | on the national |in NUTS-1
GCS rofy, city cat- [tonnage|tonnage . s
alpha . . segment (national | (2), billion
thousand | . K egory |in 2007|in 2012 D in th 1t
cople city, km tota') in the Baltic| euros
p region (2012), %
SPB 4953 706" v+ 59.6 | 578 27.9 60.00
HEL | 1060 489" B 119 | 108 10.3 74.97
RIG 650 507 B- 259 | 324 44.5 22.22
TAL | 404 819" y 36.0 | 29.5 67.8 17.64
STO 1580 0 o- 54 6.2 131.47
COP 559 607 B+ .. | 15.0* 17.2 96.08
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The end of the table 4
Population | . Proportion .

in 2012 If)lstance Global |Seaport|Seaport of seaport tonnage GDP with-

GCS rofay, rom the city cat- |tonnage|tonnage on the nathnal n NU.T.S_I

thousand | 2 Ipha egory |in 2007|in 2012 segment (natlongl (2), billion
city, km total) in the Baltic|  euros

people region (2012), %
MAL| 303 6117 v- — — — 52.99
PRI 10 868 — 742 | 74.8 36.1 16.50
YLG 3 830 — 0 46.8 22.6 16.50
VSK 1 860" — 0 13.6 6.6 16.50
VBG 81 870" — 1.1 1.4 0.7 16.50
KAL| 433 378" — 156 | 12.7 6.1 8.85
VEN 42 692" — 31.0 | 304 41.8 22.22
CLD 160 812" — 274 | 352 88.5 33.31
GDK | 460 4197 — 19.8 | 26.9 44.0 22.43
KIL 242 698" | — 49 1.7 33 77.80
ROS 203 5747 | — 21.2 41.1 37.56
LUB 210 5237 ] — 31.7 | 26.1 50.7 77.80
GDN 248 442" — 17.0 | 15.8 25.0 22.43
LIP 73 451" — 4.0 7.4 10.2 22.22
BUT — — — —

HKT 77 6107 — 100 | 14.5 13.8 38.15
SHC 408 4997 | — 19.2 31.0 14.54

SPB — Saint Petersburg; HEL — Helsinki; RIG — Riga; TAL — Tallinn; STO — Stock-
holm; COP — Copenhagen; MAL — Malmd; PRI — Promorsk; YLG — Ust-Luga; VSK —
Vysotsk; VBG — Vyborg; KAL — Kaliningrad; VEN — Ventspils; CLD — Klaipeda; GDK
— Gdansk; KIL — Kiel; TUR — Turku; GDN — Gdynia; LIP — Liepaja; BUT — Bitingé;
ROS — Rostock; LUB — Liibeck; HKT — Hamin-Kotka; SHC — Szczecin

* . ok . KRk, dokokk

distance form Moscow; distance from Moscow;  distance from Stockholma; distance
seokokkk

from Prague; distance from Amsterdam

The index method shows that the position of Saint Petersburg in the system
of Baltic region’s coastal cities is moderately favourable. However, the eco-
nomic potential does not correspond to the competitive advantages, and the
city’s demographic and transport/logistics potential (table 5).

Table 5
Positioning of the global coastal city of Saint Petersburg
in the Baltic region in 2012, %

. Global city|  Seaport GDP Air hub Container

GCS | Population category tonnage within | passenger port
NUTS-1 traffic tonnage

SPB 100 y+ 100 100 100 100
HEL 21 B 19 125 154 16
RIG 13 B- 56 37 50 13
TAL 8 Y 51 29 23 8
STO 32 o- 9 219 253
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The end of the table 5
. GDP Air hub Container
GCS | Population Gl;)tbal Crlty tsii?;rt within | passenger port
category Onnage | NUTS-1 traffic tonnage
cop 11 B+ 26* 160 243
MAL 6 Y- — 88 22

" Since 2012, the ports of Copenhagena and Malmé are considered together

Today, urbanised territories of global cities serve as platforms for economic
prosperity and growth. However, global cities have a special competitive advan-
tage that makes it possible for them to enjoy all the benefits of world economy.
According to the World Bank, approximately 'z of total world production is
manufactured and localised in urban areas covering only 1.5% of the planet’s
land surface. Indeed, productive hi-tech marine activities localised on a small
territory make it possible to increase the economic potential of a coastal city and
the contiguous coastal region. To a great degree, it depends on the concentration
of business and managerial efforts on a small territory and using all of its com-
petitive advantages. These advantages include the geoeconomic position (for
more detail, see [16; 17]), exterritorial forms of economic development (special
economic zones, free port regimes, and transboundary regions [18; 19]), and the
concentration of the port capacities of several cities within a common organisa-
tional and logistics platform. The Baltic region is taking advantage of these op-
portunities. The most impressive examples are the MediCon international bio-
technological cluster (Copenhagen — Malmd), the Copenhagena — Malmo and
Hamina — Kotka (Finland), and Szczecin — Swinoujécie (Poland) joint ports,
as well as a number of special economic zones in the Baltics (the Freeport of
Riga, the Freeport of Ventspils, the ports of Liepaja and Klaipeda, and the spe-
cial zones of Muuga and Sillamae) [20].

Results and discussion
The calculations show that the global coastal cities and coastal regions of

the Baltic regions differ in the economic potential and the ability to develop
their coastal region potential (table 6).

Table 6
Economic development indicators of global coastal regions
in the Baltic region
Coastal GDP per capita | GCC’s eco- GCC’s
. . GCC’s in the Baltic | nomic potential | economic
Region region’s . .
GDP macroregion development |localisation
GDP - . :
=100 index index
Stockholm
Stockholm 131.47 99.32 248 1.87 1.41
Uusimaa
Helsinki 74.99 51.31 191 1.31 1.31
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The end of the table 6
Coastal GDP per capita | GCC’s eco- GCC’s
. . GCC’s in the Baltic | nomic potential | economic
Region region’s . ..
GDP GDP macroregion dev§10pment locgllsatlon
=100 index index
Hovedstaden
Copenhagen 96.01 31.30 221 0.72 1.24
Saint Petersburg
Saint
Petersburg 60.0 60.0 48 0.48 0.96
South Sweden
Malmé 52.92 11.40 148 0.30 0.84
Estonia
Tallinn 17.64 5.38 52 0.15 1.00
Latvia
Riga 22.22 7.06 43 0.13 1.00
Total 455.25 | 265.77 100

The seven coastal cities account for 24.1% of the population and 26.5%
of the GDP of the Baltic region or 38.1 and 45.5% respectively if the con-
tiguous coastal regions are taken into account.

The calculated GCC economic potential development index shows to
what degree the coastal region exploits its competitive advantages. Stock-
holm’s index of 1.87 suggests that the city’s contribution to the national
gross product is higher than the proportion of its coastal region population in
national population. Saint Petersburg’s index of 0.48 shows that the city’s demo-
graphic potential is well above the generated gross product.

The GCC economic localisation index shows the position of the global coastal
city as compared to the national GDP per capita. Stockholm, Helsinki, and Co-
penhagen are undisputed regional leaders in their countries. Saint Petersburg,
far from being a national economic leader, is outstripped by the three Scan-
dinavian countries in terms of the GDP per capita level.

Saint Petersburg’s strengths are the demographic and logistics potential.
However, the transport industry is affected by stagnation. The port’s tonnage
is stable at 55-60 million tons, whereas the airhub’s passenger traffic is dis-
proportionate to the capacities of the new infrastructure (a new terminal).
However, the airport’s passenger traffic is increasing (fig.).

An analysis of market shares in terms of tonnage and market growth
rates conducted using the Boston Consulting Group (BCG) matrix shows the
absence of successful ports characterised by a high market share and rela-
tively low market growth rates. The analysis does not consider the groups
with a low growth rate and market share performance. Saint Petersburg is in
the group of leaders, alongside its major competitors — Tallinn and Riga.
These ports are promising in all relations. They require additional financing
to retain their market share. The ‘promising’ group consists of ports showing
high growth rates and a relatively small market share, namely, those of Co-
penhagen and Malmd, Helsinki, and Stockholm.
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Fig. BCG matrix:
Classification of Eastern Baltic ports by tonnage increase
(%) and market share, % (2013—2014)

" Based on the 2007 and 2012 data

There are seven coastal cities in the Baltic region, whose organising cen-
tres are global coastal cities (GCC) — Stockholm, Copenhagen, Helsinki,
Riga, Tallinn, Saint Petersburg, and Malmo.

The region’s dominant alpha group global city is Stockholm. It is worth
noting that the potential of Stockholm as a developed global city is determined
not only by the performance of marine industries, but also by those of ‘new
economy’ (biotechnology, IT, environmental studies, tourism, and science).

Saint Petersburg has certain competitive advantages in the region ac-
counted for by its demographic potential, port tonnage, as well as the ad-
vantageous geoeconomic position of the ‘sea gate’ of Russia. However, the
level of hi-tech services and ‘new economy’ development is not sufficient to
challenge the three leaders — Stockholm, Helsinki, and Copenhagen.

The research centres of large hi-tech companies (Microsoft, EMC, Ora-
cle, Intel, Yandex, Google, Hewlett-Packard, Motorola Mobility, EPAM,
LGSoftLab, Siemens, T-Systems) opened in the 1990s create prerequisites for
the development of a competitive innovative environment and new forms of
research and production organisation in Saint Petersburg. The city has the
potential to become a leader in modern high-tech production and to develop
new industries relying on the efforts of local research centres. International
cooperation and entering global markets make it possible for Saint Petersb-
urg to develop this potential and claim the status of a regional leader.
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Progress will be associated with a dramatic increase in hi-tech produc-
tion and services, as well as the media promotion of Saint Petersburg and its
‘satellites’ as a large logistics, manufacturing, research, services, and tourism
centre in the studied region.

This article was supported through grants from the Russian Foundation
for the Humanities No. 15-02-00002 and the Russian Science Foundation
No.15-18-10000.
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