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ABSTRACT. Property market maturity level is one of the influential factors affecting competitiveness
of a country in a global arena. Local economies of Central and Eastern Europe may have reacted differ-
ently to the economic globalisation process, but property markets in these countries became very much
dependent on global trends in terms of market development, evolution and adaption of practices. This
article analyzes scientific observations and aspects of property market evolution, suggests a model of
property market evolution and adapts the property market maturity concept, applying it in the case of
the Lithuanian commercial property market. This article also presents the results of a survey among
the commercial property market actors, which mainly suggests the level of property market maturity.
The results indicate that although the overall market degree of maturity still needs to be improved,
the elements of professional services, the actors’ activity, the investment market environment and the
flow of information ranked better maturity, compared to the other elements used in the study.
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1. INTRODUCTION

The evolution of the commercial property market
in Central and Eastern Europe shows great trans-
formation during the last twenty years. The degree
to which these markets evolved depends on insti-
tutional, legal, political and economical pathways
that were adopted by economies and their open-
ness to globalization. Globalization, on the other
hand, focuses on how local property markets re-
spond to the dynamics of transformations and ten-
dencies adopted and used by the rest of the world
(Tasan-Kok 2007). Offering increased financial mo-
bility of the international investment globalization
process positions international property investors
seeking capital profitability in the countries with
promising opportunities. However, the degree of
property market maturity can encourage or dis-
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courage investors to take a certain risk by invest-
ing in a given country. Moreover, it can illustrate
a relative measure to which certain changes of
socio-economical and institutional integration are
put into practice. For that reason, this paper at-
tempts to evaluate the level of property market
maturity in case of Lithuania adopting Keogh and
D’Arcy (1994) property market maturity paradigm.
The paper is structured into six sections fol-
lowing this introduction. Section two describes the
concept of property market maturity; influence of
globalization and the evolution of the property
market in Lithuania is presented in section three;
methodology used to evaluate the property mar-
ket maturity is outlined in section four, following
discussion of the results in section five. Finally,
concluding remarks are provided in section six.
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2. CONCEPT OF PROPERTY
MARKET MATURITY

Property market maturity term is not widely ana-
lyzed in academic literature. This term became
more acknowledged when new markets nurtured
the creation of property markets. The concept of
property market maturity was first presented by
Keogh and D’Arcy (1994) as a measure of cities’
competitiveness and attractiveness and has been
regarded as the most comprehensive approach in
this respect (Lim 2000; Lee 1999, 2001; Chin, Dent
2005). Although the concept of property market
maturity has been applied more to the markets
of developed economies, it can be used as an in-
formative tool measuring evolution and transition
of property markets in developing markets. Within
the market maturity paradigm, Keogh and D’Arcy
(1994) identify six principal aspects of a mature
property market, which are outlined in Table 1.
Keogh and D’Arcy (1994) argue that maturity
of the property market is not a process with an ab-
solute finished accomplishment, it is rather a pro-
cess that depends on market development routes
and time periods to reach it, taking into account
specific markets’ processes and institutional forms.
In other words, there is no specific path for all
evolutionary property markets to follow. Among
criteria that characterize a mature property mar-
ket, scientists include data transparency, market
information, developed property services, property
transactions and the presence of foreign property
investors in the market (D’Arcy, Keogh 1998; Ke-
ogh, D’Arcy 1999). Yet, Seek (1996) considers ma-
turity being the fundamental goal of the property
market. It is likely that market evolution, develop-
ment processes, and specific market transforma-

Table 1. Characteristics of a mature property market

tion mechanisms will include several phases to
reach market maturity. According to Seek (1996)
these phases might be classified as an initial
phase, an overbuilding phase, a maturing phase,
a mature phase and a post mature phase. There-
fore, it might be a good argument for adjusting
the paradigm of market maturity, to developing
or emerging economies and countries in transition,
as one of the key objectives of these economies in
reaching its attractiveness and competitiveness in
the global arena.

Several studies applied the market maturity
paradigm for evaluating the level of property mar-
ket maturity. McGreal et al. (2002) examined the
degree to which central European cities such as
Budapest, Prague, and Warsaw have adapted to
global influences in relation to the development
of commercial property markets. For this pur-
pose, the research methodology was formed using
a focus group technique, conducted in Budapest,
Prague, and Warsaw supported by secondary data
of market reports and a structured interview. The
analysis addressed four main subjects in terms of
the commercial property sector: rationale for in-
vestment, factors influencing property investment
(emphasizing taxation, information, financing,
ownership), policy mechanisms and institutional
perspectives and future development. The overall
results in terms of property market maturity in-
dicated an immature level and identified an infor-
mation deficit. Efficiency in professional services
represented by international real estate companies
proposes several key factors of maturity: structural
changes on an institutional level and clear owner-
ship structure.

Chin and Dent (2005) using the framework
of Keogh and D’Arcy (1994) adopted it in an at-

Principal aspects

Characteristics

A market’s ability to accommodate a full
range of use and investment objectives

Existence of a well-developed investment market environment:
« full range of investment objectives

* diverse demand of occupiers for space
* developed investment culture
*no burdens of ownership

Flexibility in a market’s adjustment in short
and long term

Existence of sophisticated property profession
with associated institutions and networks

Extensive information flow

Market openness in spatial, functional
and sectoral terms

Effective property trade and market actors’ ability to react to new
information and opportunities

A market’s regulation and professional market players’ practice

Transparency level of the market

Allowance of market players to operate with no boundaries

Standardization of property rights and market Role for local property market culture

practices

Source: Keogh and D’Arcy (1994).
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tempt to measure the similarities and differences
between five Asian property markets’ maturity
performance. Face-to-face interviews with a total
of 50 respondents were conducted, where each ele-
ment was assessed on a scale from 1 to 5, where
1 meant “very well developed” and 5 meant “very
limited development”. In addition, elements used
by Lee (2001) were included: the quality of prop-
erty product, market information standardisation
and availability, and the presence of property
intermediaries. The results suggested that Hong
Kong and Singapore were mature markets; Kua-
la Lumpur, Bangkok, and Taipei were emergent
markets. Furthermore, the study confirmed the re-
quirements of a mature market offered by Keogh
and D’Arcy (1994) should be able to accommodate
the complex requirement for use and investment
activities, offer extensive information flows and
research activities, offer an open environment in
spatial, functional, and sectoral terms, and pres-
ent an extensive property profession with its insti-
tutions and networks and provide a high level of
capital liquidity.

Most recent study of Cohen and Galiniené
(2012) addressed the maturity of the Lithuanian
property market, providing some insights into the
evolution and developments of the market and
adopting market maturity paradigm as a basis for
the research. Based on four principal aspects high-
lighted by Keogh and D’Arcy (1999), the research
examines property service provision, market infor-
mation, the property investment market, and the
importance of foreign market players and funds in
the market, taking into account local culture and
historical market development factors. The study
concludes that although the market maturity is in
its maturing phase, processes of a legal system and
institutional reforms and foreign investors’ activi-
ties in the market had a major influence on the
market’s development towards property market
maturity.

3. MODELING COMMERCIAL PROPERTY
MARKET EVOLUTION IN LITHUANIA

The evolution of commercial property market in
Central and Eastern European countries is a sig-
nificant part of the transformation process from
centralized control regime to market-based econ-
omy. Often referred to as economies in transition,
these countries created institutional framework
that now provides a foundation for democratic
regimes (see e.g. Kauko 2012). Transition of all
these economies has been uneven and its outcome

differs significantly; some had great improvement
and others made slight progress moving towards
an efficiently operating property market (Adair
et al. 2006). A combination of institutional and
economic reforms, privatization, and liberalization
of various barriers were major factors influencing
attractiveness of new market-based economies to
foreign investors. According to some scholars, all
these factors coincided with the growth of global
forces in the 1990% and therefore globalization
has had a major influence and affected cities in
ways of economic and physical transformation,
and had important consequences to the growth
and development of the property market (Rykiel
1998; Clark, Lund 2000; McGreal et al. 2002;
Jones Lang Lasalle 2007; Cohen 2012; Raslanas,
Lukosiené 2013). Ritzer (2003) argues that globali-
zation refers to standardization of images, prod-
ucts, buildings and market actors’ behavior around
the world. In fact, one can quite easily recognize
that commercial property can be characterized as
a globally standardized product with similar physi-
cal elements of location, size, shape, architectural
design, use of space etc. Adaption of trends that
are developed worldwide and existence of such
buildings in a city usually is taken as a sign to
be internationally recognized. On the other hand,
Tasan-Kok (2007) suggests that globalization
does not necessarily create a prototype for cities’
development; it rather produces so-called “global
urban forms” patterns. Yet, shape and content
of the commercial projects is influenced by local
contingency and therefore must be adjusted based
on country-specific strategy (Tasan-Kok 2007), re-
quiring different types of strategic decisions and
management passing through building life stages
(Tamosaitiené, Gaudutis 2013).

In spite of this, institutional development can-
not be standardized as easily as physical appear-
ance of a building. Cohen and Galiniené (2012)
argue that the main driving forces in property
market formation were institutional forces that oc-
curred during the market transformation process
from command market regime to market economy
and can be distinguished as follows:

— Legal framework and tax restructuring;
Institutional reform,;

— International investors and companies’ ap-
pearance in the market;
Economic growth factors;

— Structural changes in financial service.

Although McGreal et al. (2002) argue that
changes in legal and tax systems were subjected
to frequent adjustments, regulations were often
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conflicting and unclear, land legislation was de-
veloped poorly and foreign investors had notably
few investment guarantees. Adair et al. (2006)
state that principal economies have progressed
rapidly in terms of property market development
by reducing obstacles to foreign investors, in con-
nection to privatization and property law. In the
Baltic States formation of institutional market
model set the underpinning of the property mar-
ket, as legal framework and privatization played
the main factor for property market functioning.
Transformation and evolution of the economy to-
gether with the demand for new large-scale com-
mercial property (such as shopping centers, malls,
hypermarkets, office buildings etc.) brought in new
investors, affecting the behavior of local actors.
Commercial property actors and especially their
behavior and interrelation play an important role
in the market formation based on their experience,
needs, demand, and supply.

A major impact of the evolutionary process of
the property market development in Lithuania
demonstrates physical transformation of the cit-
ies and demand for office and retail space between
2000 and 2008. This supported with contention of
the last decade’s market tendencies proved a sharp
change in the beginning of this century. Fig. 1
demonstrates evolutionary process of changes in
the property market between the initial stage of
the property market development in 2000 and
present. Commercial property space (in particu-
lar offices and shopping centers) in the country
emerged greatly: from no space in 2000, to 850
thousand sq. meters in shopping centers and al-
most 500 thousand sq. meters of A and B class
office space for the major cities of Vilnius, Kaunas,
and Klaipéda in 2012 (Ober Haus 2012).
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B Totalretail [ Total offices

Fig. 1. Commercial property space difference
in Lithuania in 2000 and 2012

Particularly, changes in the property market
development greatly influenced the entire econo-
my. According to D’Arcy and Keogh (1999) prop-
erty development stimulates demand for space
and promotes country’s economic activity and the
success of that strategy depends on the supply-
demand requirement based on the economic po-
tential, generating the required financing, sharing
risk efficiently, applying right market expertise.
Kolbre and Kallakmaa-Kapsta (2006) point out
that strong and rapid growth rates in the Baltic
countries, were the incentive of the “catching-up
process”, which is accurate in terms of supply and
demand imbalance and short-term market econom-
ic changes. However, this process has had negative
effect in the long-term. Property market in Lithua-
nia witnessed exceptionally high investment incen-
tives and price uncertainty. Ramanauskas (2005)
warned that active banks’ credit policy was one of
the main factors in increasing domestic demand
and promoting economic growth, which in turn ac-
celerates the investment and borrowing, the onset
of the financial accelerator mechanism. Unbal-
anced credit portfolio growth and poor application
of economic policy measures produced short-term
loan-driven economic growth (Jakeliunas 2010).

There is a close interconnection between a coun-
try’s economy and the development of the property
market, and real estate in general, providing eco-
nomic prosperity or economic slowdown depend-
ing on activities in the property market. According
to Barras (1994) and proven historical trends in
Lithuania (Fig. 2) the financial market also plays a
vital part by directly influencing both the economy
and property market and therefore there is a close
interrelation between all three sectors.

Fig. 2 can also be used in phasing the evolution
of the property market in Lithuania. Researchers
refer to different phases in evolution and develop-
ment of property markets in Central and Eastern
Europe. Adair et al. (1999) propose three stages of
property market formation: initial stage, entry of
foreign firms, and growth of supply through the
development market. Watkins and Merrill (2003)
identify four stages in property market evolution
and development: inactivity, cautious beginnings,
hyper-growth, and seeking equilibrium. Analyz-
ing residential real estate in Lithuania Ivanaus-
kas et al. (2008) analyzed a three-stage market
development framework characterized by periods
of 1992-2002, 2002—2005, and 2005—2006. Bearing
this in mind, the evolution of the property market
in Lithuania can be characterized by seven stages
of its development (Table 2).
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Table 2. Property market development and evolution in Lithuania

Stages Period Market trends Characteristics

I 1991-1995 Market transition, adaptation, The economy is adapting a framework of free market founda-
legal and political system restruc- tions and regulations in forms of reforms and restructuring
turing, privatization and institu-  political and legal environment, monetary system and different
tional reform. macroeconomical factors.

1T 1995-2002 Beginning of commercial property Growing demand for commercial property market. The sup-
market development: supermar-  ply of modern commercial real estate began showing up in
kets, shopping centers and office  1999-2000. There are signs of market growth, growing foreign
buildings. investors’ interest in the market’s attractive high yields; change

in service towards customers and working environment. Yet,
reforms and legal environment still being improved.

111 2002—2005 Increase in residential real estate Often referred to as “overheated” (Ivanauskas et al. 2008)
market construction. Macroeco- stage, supported by rapid and unjustified growth in costs and
nomic stabilization. prices (30-50% early price growth). One of the biggest factors
Growth in bank lendings. played EU accession, improved and growing lending, macroeco-

nomic growth and speculative intentions.

v 2005-2006 Residential real estate market In light of Euro introduction plans, lack of construction labor
booming. Banks’ loan portfolio and easy access to loans residential real estate experienced
growth. Commercial real estate rapid price growth (apartment prices on average increased
market activity. Euro as a cur- 50-120% in one year), creating a bubble concern in residential
rency adoption plan. real estate.

A% 2006-2008 Commercial property market Rapid growth in number of issued building permits and com-
booming. mercial property development. Increase in rents and yields.

VI 2008-2010 The global economic downturn, Shrinkage of macroeconomic indicators, tightened financing,
recession and contraction. drop of rental rates, decrease of property values, a wave of

bankruptcies, decrease in demand and growth in vacancies.

VII 2010-now  Searching for equilibrium, mar-  While demand is limited, market adjusts to the post crisis

ket adaptation.

needs; rental market is sensitive and prices hit the bottom.
Nevertheless, the development of the commercial projects that
was halted during the crises is coming back to the ongoing con-
struction. Both minor and major commercial property transac-
tions are closed.
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Table 1 suggests that each stage represents the
property market development process, whereas
market formation principles lie in institutional mod-
el in forms of political and legal reforms, monetary
policy, and macroeconomic processes representing
the foundation of property market formation. Im-
provements of both quantitative-driven factors,
such as economical and financial, and qualitative-
driven factors in form of the structural changes,
specific cultural influence, technology etc. result in
market competitiveness and encourage investment
and general market participants’ responses in the
market, influencing market maturity (Fig. 3).

The model mainly reflects that all the pro-
cesses and mechanisms implemented both during
the property market formation period and its cur-
rent functioning are oriented towards improved
market competitiveness, which in turn generates
property market responses and affects its matu-
rity. Notably, the effect of globalization increased
the importance of competition between differ-
ent countries and therefore qualitative factors of
an individual country play an important role in
global economy. Globalization forces, economic
integration processes bring structural changes to
the economies. As economies emerge and develop,
capital flows freely across different countries and
national boundaries, actors (property investors,

developers, advisors) of the property market in-
creased the demand and brought changes within
the property market to meet the requirements of
the clients. At the same time, these developments
have made individual markets more vulnerable to
changes in global economy, international capital
flows and financial markets (D’Arcy, Keogh 1999),
a good example is recent Global financial crises
in 2007-2008 that still has major impact on most
countries. Obviously, technological development in
supporting these processes played ultimate part.
Economic integration requires structural changes
within the local political and institutional environ-
ment, additional policy measures and instruments,
and sustainable development that overall improve
market’s competitive advantage.

4. RESEARCH METHODOLOGY

The aim of this research methodology is to evalu-
ate the property market maturity in Lithuania.
For this purpose a questionnaire was designed and
conducted in September — October 2012 where the
primary data was collected from using structured
techniques. The survey questions were aimed to
obtain objective views from the commercial prop-
erty market actors. According to Wu et al. (2009)
opinions of major commercial market actors form

MARKET FORMATION COMMERCIAL PROPERTY MARKET FUNCTIONING
QUANTITATIVE-DRIVEN FACTORS
COMMERCIAL
DEVELOPMENT ECONOMICAL PROPERTY MARKET
OF INSTITUTIONAL P
MODEL AND REFORMS FINANCIAL
@ MARKET
ACTORS
- STABILIZATION QUALITATIVE-DRIVEN FACTORS
5 OF MONETARY
= POLICY / \
= @ POLITICAL/INSTITUTIONAL
= CONTROLLING MEASURES
STABILIZATION SUSTAINABLE DEVELOPMENT
OF MACRO-ECONOMICAL INCREASE IN MARKET
DROCESSES DEVELOPMENT
RN PROCESSES COMPETITIVENESS
HISTORICAL INFLUENCE
TECHNOLOGICAL
GLOBALIZATION

Fig. 3. Model of property market evolution
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constructive insights on obtaining evaluation of
the market. The target respondents in the research
are main market actors in commercial real estate
that are outlined in Table 3. The study of Keogh
and D’Arcy (1994), which offered six principal as-
pects for assessing a mature market, was used as
a ground for developing a questionnaire survey.
In addition, the survey included elements of mar-
ket transparency, professional services, market
research level, market actors’ competences, and
market flexibility elements. Statements from the
questionnaire and classification of the elements
are outlined in Table 4. The respondents were of-
fered to use Likert scales technique ranging from 1
to 5, where 1 meant absolute disagreement with a
statement about a particular element (or very im-
mature level of the element) and 5 meant absolute
agreement (or very mature level of the element)
with 13 statements in terms of commercial prop-
erty market elements.

For the purpose of this research the partici-
pants were divided into three groups: commercial
property producers, institutions, and experts and
formed 0.9%, 100% and 4.5% of the total segment’s
population respectively.

Table 3. Survey participants

Survey participants Population %

Commercial Owners 3431 0.9%
property Occupiers
market Developers
producers® Investors
Institutions** Banks 15 100 %
Governmental
institutions
Experts*** Valuators 665 4.5%
Consultants
Researchers
Associations and
organizations alike
connected to
commercial property
Total 4111 -

Notes: *Based on Lithuanian Department of Statistics in
the beginning 2012 there were registered 3431 operating
entities involved in property market;

**This segment consists of 11 banks operating in Lithu-
ania (as of October 2012) and four state agencies (State
Territorial Planning and Construction Inspectorate un-
der the Ministry of Environment, Ministry of Economy,
Ministry of Environment, Ministry of Agriculture). This
entire segment equals to 15 entities;

***This segment consists of commercial property mar-
ket researchers (~ 25 subjects), property market evalua-
tors (a total of 290 reviews and 305 of their assistants),
property market consultants (online business directory,
Lithuania has 45 real estate advisory services company)
and other experts. The entire segment makes approx.
665 individuals. It is assumed that the number of prop-
erty market experts equals the number of entities.

A total of 75 responses were received out of
101 deliverable surveys either e-mailed (70%) or
handed out personally (30%) to a pre-selected,
but not random respondents. Twenty-six (25.7%)
of the total did not respond after a few attempts
to contact them. Seventy five (74.3%) participants
responded by e-mail and personal meetings. 31.5%
of respondents to this survey were at a higher level
in the organization and typically had more than 10
years experience in the property market.

Cronbach’s alpha reliability coefficient o is ap-
plied being imperative to use when applying Lik-
ert-type scales to report Cronbach’s alpha for in-
ternal consistency reliability (Gliem, Gliem 2003).
It is also considered to be the most popular method
in computing reliability or accuracy of measure-
ments (Cronbach, Shavelson 2004; Zinbarg et al.
2005; Egerova et al. 2013). Cronbach’s alpha coef-
ficient normally ranges between 0 and 1, where
1 means greater the internal consistency of the
items in the scale. The following rule of thumb is
provided in the literature (George, Mallery 2003):

Cronbach’s alpha Internal consistency

a>09 Excellent
0.8<a<0.9 Good
0.7<a<0.8 Acceptable
0.6<a<0.7 Questionable
0.5<a<0.6 Poor

a<0.5 Unacceptable

A nonparametric one-way analysis of vari-
ance — a Kruskal-Wallis test — 1s conducted to ex-
plore whether the opinions and assessment of the
statements for commercial market maturity level
differ between the three groups of respondents. In
other words, it is used to determine whether dif-
ferences between groups of data have significant or
non-significant differences (Dipo, Soekarno 2012).
This test is appropriate if the following conditions
are met: there are three or more conditions to com-
pare, each condition should be performed by a dif-
ferent group of participants, and data should not
meet the requirements for a parametric test. Since
these requirements are met, p-value (Asymp. Syg.)
is calculated based on the following description:

If o is significance level, p is p-value

If p <a — Hjrejected,
where: a =0.05

If p > a — H,, fail to reject.
where: a =0.05

The differences between
groups of data are not
statistically equal

The differences between
groups of data are
statistically equal
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During the test, the hypothesis is defined as

follows:

H: all three groups of participants evaluated
the commercial property market maturity
level as equally significant;

H,: all three groups of participants evaluated
the commercial property market maturity
level as not equally significant.

5. THE ANALYSIS AND RESULTS
OF THE RESEARCH

An indicator of any theoretical concept needs to
be both reliable and valid. In fact, reliability value
represents the relationship between an indicator
and the concept it is supposed to represent. In oth-
er words, it refers to the consistency of responses to
a set of questions for measuring the concept (Shel-
by 2011). For computing reliability of the survey
Cronbach’s alpha coefficient was used; its result
was reasonable enough — 0.820. It should be noted
that Cronbach’s alpha coefficient points out good
internal consistency (0.8 < a < 0.9) of the items in
the scale and therefore demonstrates that the sur-
vey can be considered as acceptable and reliable.

The analysis of the survey transcripts showed
that Lithuanian commercial property market ma-
turity level is still in its maturing phase (or emer-
gent as of Chin, Dent 2005), since mean ranged
from 2.5 to 3.3 (Fig. 4). Despite the low overall

The market offers high level of professional service
in commercial property

Property market actors actively and effectively react to
new possibilities and information

Well-developed investment market and capable to simultaneously
meet a wide range of objectives and needs of the market participants

Extensive and opened sources of information flows related
to commercial property market

Lithuanian commercial property market both in the short and long
run offers flexibility in adjustment of market development

Professional commercial property market understanding by the institutions
associated with regulation of law and professional code of practice

Commercial property market actors are competent

Market openness in spatial, functional and sectoral terms
allow its actors to operate freely

Property rights and market practices are standardized

Market offers flexible and effective trade of commercial properties
Lithuanian commercial property market is transparent
Commercial property market actors operate socially responsible

Well-developed research activities of local commercial property market

evaluation of the market maturity level, respon-
dents mostly agreed that:

— Commercial property market offers quite de-
veloped professional services in (3.3);

— The market’s participants perform relatively
effective response to new possibilities and in-
formation (3.2);

— The investment market is rather developed
and simultaneously meets a wide range of
objectives and needs of the market partici-
pants (3.0);

— Information flows on commercial property
market are wide and opened (3.0);

— The market both in the short and long run
offers flexibility in adjustment of market de-
velopment (3.0);

— Qualified commercial property market un-
derstanding within institutions associated
with regulations and law of practice (3.0).

The results also showed that the least respon-

dents tend to agree with the facts that:

— Research activity on the local commercial
property market is extensive (2.5);

— Commercial property market participants
operate socially responsible (2.5);

— Lithuanian commercial property market is
transparent (2.6);

— Trade within the local commercial property
market is flexible and effective (2.7);

— Property rights and market practices are
standardized (2.7).

Mean

Fig. 4. Mean scores of commercial property market maturity elements
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In order to determine whether respondent
groups rate the commercial property market ma-
turity level significantly differently, a hypothesis
defined in methodology was tested. Based on the
test results, the p-value in most cases i1s smaller
than 5%. A bigger value of p shows a better agree-
ment between the marks. Since p-value < 0.05 =
a, Hy hypothesis is rejected and H, fail to reject
and therefore accepted. At the o < 0.05 level of
significance, there exists sufficient evidence to con-
clude that there is a significant difference among
market producers, institutions and, experts’ opin-
ions based on the majority of the statements of the
survey (see Table 4). The values of the standard
deviations given in Table 3 show that the marks
of the different experts are scattered around the
mean values similarly.

Notably, market producers ranked higher
maturity level of Lithuanian commercial prop-
erty market more frequently. Having evaluated
statements individually, it became apparent that
market producers were significantly more willing,
comparing to other groups, to accept that the in-
vestment market in Lithuania is well-developed
and simultaneously meets objectives and needs of
the market participants; there is a high level of
professional services in commercial property mar-
ket, there is flexibility in adjustment of market
development; the market is more transparent and
opened in spatial, functional and sectoral terms,
property rights and market practices are standard-
ized, market participants actively and effectively
react to new possibilities and information, oper-
ate socially responsible and are competent. As a
result and directly influencing the performance of
this group, the market producers overall provided
a better assessment of the maturity level.

For institutions, on the other hand, property
market maturity in Lithuania ranked in a more
negative and weaker manner. Representatives
of this group provided significantly low rates as-
signed to qualified commercial property market
understanding within institutions associated with
regulations and law of practice; it tended to agree
less that information flows are wide and opened
and that there is a broad selection of scientific
researches in connection to the local commercial
property market.

The overall results suggest that although mar-
ket has travelled a long distance over the past
decade and all the elements emerged greatly, yet
there is a strong need for further improvements
towards maturity. One of the major constrains to
mature market is local culture of property market.

Countries where privatization has coincided with
the collapse of the communist regime evidence
embezzlement of state property (Brezis, Schun-
ytzer 2003), corruption and bureaucracy (Cohen,
Galiniené 2012) in one way or another influencing
political and economic order, economic growth and
overall investment climate in Lithuania. According
to the Corruption Perceptions Index which mea-
sures level of public corruption in 176 countries,
in 2012 Lithuania ranked 5.4 points out of a possi-
ble 10 and comparing to 2011 improved 0.6 points
(Transparency International 2012).

Other major barriers to attractiveness and com-
petitiveness of the Lithuanian property market
can be characterized by low volume of transactions
and small market size. Small countries have dif-
ficulties in attracting large-scale investment. Ac-
cording to Clark and Lund (2000) market size and
volume of the transaction are the main barriers
to attracting major international investors in the
market. Bigger investors require attractive turn-
over volume for entering a country. Meanwhile,
low-scale investment or lack of large deals in the
market can be a significant barrier to enter the
market and attracts less attention of international
investors. This is a common problem of markets
with small economies and therefore their goal is
to offer competitive advantage and always work
towards its improvement.

The creation of enriched investment environ-
ment and flexibility to adjust to the market driv-
en forces, recognizing the need and adapting to
the requirements of international companies are
ultimate aims of small countries. In this respect
Lithuania offers some advantages including well
educated population, infrastructural development,
strategic business location being the gateway to
Russia and Belarus, aspiration to become North-
ern European IT innovation centre for the region
by 2020 and attract investments to added-value
sectors such as IT services. Property investors and
developers see some opportunities that offers yield
gap between current and historical rate; there is
a scope to narrow and shrink. Yet, these competi-
tive advantages only enhance general country’s
investment environment, whereas have little or
no impact on other property market maturity ele-
ments. In this respect and in light of this research
the strength should be made on the research and
studies conducted in regards to the commercial
property market, improve transparency by both
market data availability and reliability, improve
overall participants’ social responsibility by mini-
mizing bureaucracy and corruption, by implement-
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ing principals of sustainable development in prop-
erty market and develop the market towards its
efficiency — deliver the property products required
by the economy at the prevailing price.

6. CONCLUSIONS AND OUTLOOK

The goal of this paper was to evaluate how ma-
turity of Lithuanian commercial property market
has improved to date. It can be concluded that the
evolution of the Lithuanian market has under-
gone big transformation in all aspects of market
development. The biggest influence to the market
evolution was through institutional changes, pri-
vatization, and the impact of globalization. Sig-
nificant improvement of the commercial property
market took place over the course of the past 12
years, which can be characterized by development
of qualitative and quantitative factors, affecting
moods and behavior of the participants and im-
proving competitiveness. Nevertheless, maturity
of the property market is a constantly developing
process with no absolute finished accomplishment.
Current study proposes a model which suggests
that level of maturity is strongly connected to
competitiveness of the market. Employing broad-
er number of elements in measuring Lithuanian
property market maturity the results of the study
clearly show that:

— commercial property market has gradually
developed in terms of quality of professional
services;

— participants of the market became more ac-
tive and improved their awareness of the
changes within the property market and its
development;

— regulations and law of practice have ad-
vanced;

— the flow of the market information has be-
come more extensive and opened;

— availability of reliable market data has im-
proved,

— the transparency level is improved poorly;

— there is still a profound need for researches,
institutional improvement, and social re-
sponsibility.

Property market development towards maturity
in Lithuania is on its upward path. Although it is
time-consuming process and tremendous changes
have been already accomplished, the industry of
the commercial property market in Lithuania is
in its maturing phase and there is a great need
for its improvement in every single element of the
market to perform potential globally. The key to
mature property market is constant improvement
in market’s competitiveness.
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