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The well-balanced development of all Latvian regions is the foundation for stable 
development. The overall development of Latvia will depend on the extent of deter-
mination in development planning and attracting investments by utilization of the 
specific development potential of each region and, in particular, while the national 
economy is facing recession.

2008 was marked by completion of administrative territorial reform of local 
municipalities. The decision of Saeima on administrative territorial division of local 
municipalities concluded the discussions which lasted for more than 15 years, and 
councils of 109 novads and nine republican cities commenced operation after the 
elections. In 2008 the local governments of newly-established novads received the 
most significant direct financial support from the state in the extent of LVL 55.55 
 million for development of infrastructure and assurance of available quality services 
for inhabitants.

In 2009 the Ministry of Regional Development and Local Governments set the 
increase in the responsibility of regions for their own development as one of its priori-
ties. Transferring a share of state functions to regions is the purpose of commencing 
discussions on establishment of regional administration. Thereby convenient access 
to public services will be provided for inhabitants and businessmen of regions while 
simultaneously preserving the extremely vital workplaces in regions.

In order to ensure development in regions, it is important also to agree on the 
new model for local governments finance equalization system, but in the meantime 
the discussions are taking place on additional diversion of resources of European 
 Union funds to development of regions.

Respectfully yours,
The Minister for Regional Development and Local Government

Edgars Zalāns



Since the establishment of the State Regional Development Agency the survey 
on development of the regions in the country has been drawn up on an annual 
basis. This year the survey concludes the series of six publications, where the social 
economic development has been described in Latvia prior to the administrative ter-
ritorial reform. Here you can find the information about the comparative description 
of economic development and demographic situation in planning regions as well as 
a description of individual local government territories in each planning region. Data 
about main types of revenues and expenditures in local government budgets have 
been published for the first time. Also information about the new novads established 
within the framework of the administrative territorial reform has been additionally in-
cluded. Each local government can find the main social economic data in the survey 
about itself. It is of particular importance for the newly established novads for gather-
ing the information about the situation of the amalgamated territory.

The conclusions summarized in the present publication indicate significant exist-
ing disparities in territory development. During the reporting period, after imple-
mentation of large infrastructural projects, the quality and quantity of economic and 
social infrastructure increased in large towns and their vicinities, but not in the entire 
remaining territory of the country. It indicates the necessity to evaluate the contribu-
tion of investments, priorities of current regional development and interaction po-
tential of Latvian towns and rural territories. Increasing the role of regions is amongst 
the most material prerequisites for successful development in the entire territory of 
Latvia and it is also proven by information analysed in the survey and the assessment 
of current practice.

According to the newly established administrative territorial units, i.e., 9 republi-
can cities and 109 novads, the development of new system for assessing the regional 
development processes and development policy is required, which is the challenge 
for the new survey on regional development in Latvia.

The survey published by State Regional Development Agency is the only one in 
the country that provides information and analysis of Latvian territorial units. We 
hope that the information included in the survey will be useful in your work.

The Director of the State Regional Development Agency
Anna Vītola-Helviga
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IntRoDUCtIon

The survey Development of Regions in Latvia, 2008 is an annual publication of the State Re-
gional Development Agency (SRDA). The first survey was published in 2003. The present survey 
is the sixth consecutive edition that both continues and supplements the preceding publications. 
The publication is devoted to the promotion and assurance of uniform development of Latvia 
territories. The task of the present survey is provision of information describing the development 
of Latvian territorial units of different levels and analysis of results calculated on that basis to 
readers.

The survey elaborated in the recent year is special, because with it SRDA concludes the series 
of publications characterizing the social economic development in all administrative territories of 
Latvia. The present survey discusses 77 towns and urban novads as well as 445 pagasts and rural 
novads which existed in Latvia until enforcement of "Law on Administrative Territories and Popu-
lated Areas" on July 1, 2009. The survey represents development procedures and trends mostly 
within the period from 2003 to 2007.

For the analysis of development of Latvian territories a vast and comprehensive territorial sta-
tistical information ensuring performance of scientifically substantiated analysis was applied. The 
survey summarizes basic development indicators for Latvian territorial units and their groups, i.e., 
planning regions, districts, towns, pagasts, novads and groups of towns and rural local govern-
ments. Development of territories has been analyzed and coherences determined by observing 
changes in indicators by dynamics of a five year period. The document describes methods of analy-
sis and methods for calculating of the territory development index as acquired within a decade and 
provides suggestions for improvement of calculating the development index. Since it came into 
being, this survey of Latvian territorial units has been the only similar document in the country.

The survey consists of ten chapters, a conclusion and annexes.
The first part includes comparison of main Latvian social economic indicators with the  average 

indicators of other countries. In contrast to the previous year, in the present publication the 
 development level of Latvia has been described from two points of view. Firstly, comparing with 
the new Member States of European Union, which acceded since 2004, and, secondly, comparing 
with countries of Baltic Sea Basin region.

The second chapter describes statistical indicators, determines the analysis period of time for 
assessment of development of territories and repeatedly represents the methods for calculating 
the territory development index for different groups of territorial units. It has been emphasized 
that development index has been calculated for a local government territory within a region by 
application of average values of basic development index in the respective region as a basis of 
comparison.

The third chapter specifies the content of territories of the five planning regions, number of 
town and local government groups and size of local governments by number of  residents.

The fourth chapter analyzes the demographic situation and economic development in  planning 
regions. It is based on data descriptive of the regions allowing the dynamics of changes over a 
 five-year period to be tracked.

The statistical data analyzed in the fifth chapter of the survey have been reviewed separately in 
framework of two groups of local governments – a group of towns and a group of rural territories. 
The interrelationship between the territory development index and number of resident population 
has been analysed.

The sixth chapter provides a description of towns, pagasts and novads within the planning 
regions. This chapter includes a comparison of main social economic indicators of local govern-
ment territories and average values of the basic indicator in the respective region. By separation of 
the local governments group of towns and pagasts, their average indicators have been analysed 
comparing with the respective local government groups in the country. Such results of more pro-
found analysis may be applied for assessment of development of a particular territory by planning 
development directions and support activities.

The seventh chapter provides a review of main disparities in territory development levels and 
coherences in the course of territory development on the basis both of comparative analysis of 
territories represented in chapters three to six and the results of research coordinated by SRDA in 
2008 and 2009.

The eighth chapter of the publication represents a general view on the national regional 
policy during the course of thirteen years. Latvian regional policy has been discussed for periods 
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before and after accession to European Union. Policy documents and operational directions have 
been described. This chapter provides an insight into the state support instruments of regional 
development implemented in 2008 and supervised by the Ministry of Regional Development and 
Local Government (MRDLG) and the State Regional Development Agency. Analysis of division of 
funding for planning regions has been carried out for the following support activities: earmarked 
grants for local government investments, local government activities, development of novads in-
frastructure, projects for local governments amalgamation, free Internet access points in  libraries 
as well as spatial plans and their amendments. Also the information from other ministries has 
been collected regarding programs in 2008, which may be assessed as promoting the regional 
development. Analysis of separate programs has been reviewed in division by regions. As the pre-
vious planning period for acquisition of structural funds concluded in 2008, a separate chapter 
has been devoted for distribution of funding amongst planning regions for projects co-funded by 
structural funds of the previous period. An increased attention has been paid to the grant scheme: 
Support to Investment in Business Development in Specially Assisted Territories administered by 
SRDA. But as also the implementation of the new period for acquisition of EU structural funds has 
been commenced, the previews of activities under authority of MRDLG and SRDA as well as those 
prescribed by National Strategic Reference Framework has been provided.

The ninth chapter summarizes the budget indicators of local governments in 2008 and re-
sults of local governments finance equalization. System for local governments finance equalization 
is certainly amongst the most important instruments of regional development directed towards 
 levelling territorial disparities. The survey of 2007 discussed the results of local governments fi-
nance equalization for the first time because suggestions for improving the system were elaborated 
 under supervision of MRDLG. In the present survey the topic of local government funds has been 
extended.

The tenth chapter provides the review of regional development assessment, i.e., the review 
of options to measure the territory development level in terms of methods and applicable infor-
mation regarding the situation after the administrative territorial reform. Suggestions have been 
made regarding indicators that should be collected either by novads or statistics territories and 
also regarding the opportunities for using data array maintained by state registers for purposes of 
territory development assessment.

The conclusion summarizes conclusions and suggestions arising from the information analysed 
in the present survey, i.e., the conclusions regarding territory development trends and suggestions 
for equalizing the territory development level.

Annexes contain a range of data comparable with previous publications and also new informa-
tion. Values of territory development index for planning regions, districts and town and pagasts 
local governments groups have been included for the dynamics of the five-year period and the 
basic indicators forming the development index of 2007. Data about main types of revenues and 
expenditures in local government budgets have been published for the first time. Also information 
about the new local governments established within the framework if the administrative territorial 
reform has been additionally included.

The document contains a significant number of maps with territorial representation of sta-
tistical data and their changes during the course of time.

The following are the main innovations in this survey compared with the preceding editions:
•  position of Latvia is represented within two groups of countries by basic indicators describing 

the development;
•  information regarding activities supporting the branch regional development and extent of 

their funding has been provided;
•  methodical recommendations for opportunities to measure the level of Latvian administra-

tive territory development after administrative territorial reform, i.e., matching time lines, 
 availability of data and analysis opportunities, have been summarized;

•  the main indicators of revenues and expenditures of local government budgets have been 
summarized.

The survey has been intended for a broad range of readers interested in Latvian territory 
develop ment and diversity in the social economic point of view, i.e., politicians, civil servants, 
 officials of local governments, scientists and teaching staff.
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In the present chapter the development level of 
Latvia has been described from two points of view. First-
ly, comparing with the new Member States of European 
Union (EU), which acceded to EU since 2004 (12 count-
ries together with Latvia), and secondly, comparing with 
countries of Baltic Sea Basin region. Bulgaria, Czech 
Republic, Estonia, Cyprus, Latvia, Lithuania, Malta, Po-
land, Romania, Slovakia, Slovenia and Hungary have 
been evaluated in the group of 
the new EU Member States, but 
in the group of Baltic region 
countries together with Latvia 
9 countries, i.e., Denmark, Esto-
nia, Latvia, Lithuania, Norway, 
Poland, Finland, Germany and 
Sweden, have been viewed. Due 
to lack of usable data Russia and 
Belarus have been excluded from 
the comparison with Baltic re-
gion countries.

In the present survey the data 
prepared by European Union Sta-
tistical Office (Eurostat) mostly of 
the period from 2003 to 2008 
have been used for describing 
the development level of Latvia 
amongst other countries. The 
following indicators have been 
applied for comparing the eco-
nomic development: Gross Do-
mestic Product (GDP) per capita, 
changes in GDP, harmonized in-
dex of consumer prices, employment rate and the pro-
portion of persons searching for employment in the total 
number of economically active inhabitants.

According to provisional data of Eurostat, at the be-
ginning of 2009 499.7 million inhabitants in total re-
sided in the 27 Member States (EU-27), of which the 
number of Latvian residents comprised 0.5%. But in the 
nine countries of Baltic Sea Basin region 152.04  million 
inhabitants are residing in total, and the number of 
Latvian residents constitutes 1.5% of the total number 
of inhabitants of these countries.

 Development of the new european Union 
Member States in Comparison

Comparison of development is feasible both by in-
terconnected review of the new EU Member States only 
and by reviewing them in comparison with average indi-
cators of EU. By changes in the indicators describing the 
development in course of time the changes in Latvian 
development level can be assessed against the average 
level of EU-27. The comparable data have been prepared 
by application of Eurostat database New Cronos. 

According to the data of 2008, amongst the new EU 
Member States Latvia featured the lowest values in two 
out of five basic indicators, i.e., GDP growth and harmo-
nized index of consumer prices. Latvia pulled ahead of 
Hungary and Slovakia by percentage of persons search-
ing for employment and Poland, Romania and  Bulgaria – 
by GDP per capita, and occupied a comparatively high 
position by employment level (see Table 1).

 Development of Baltic Region 
Countries in Comparison

Latvian indicators of development are low on average 
amongst the Baltic region countries. Both amongst the 
new Member States and amongst the Baltic Sea Basin 
region countries Latvia stands out with the most signifi-
cant drop of GDP, the highest inflation and unemploy-
ment level. Only Poland had smaller GDP per capita in 
2007 than Latvia against the average value of EU-27. 
Employment level in Poland and Lithuania registered in 
2008 was lower than in Latvia. Development indicators 
in the countries of the western part of the region and the 
former Eastern Bloc countries are considerably different. 
In this group of countries Latvia, Estonia, Lithuania and 
Poland mainly occupy the trailing positions. Amongst the 
western countries of the region Norway stands out, in 
particular in relation to welfare and GDP per capita. In the 
general development of the region the extent and stabil-
ity of Germany testified, for instance, by the low  inflation 
rate, is a significant factor. Denmark, Sweden and Finland 

I. LAtVIA In An InteRnAtIonAL ConteXt

Table 1. Basic development indicators of the new EU Member States.***

 * Eurostat forecast data.
** Eurostat assessment.
*** Eurostat data and calculation of SRDA.
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do not differ much by indicator values of GDP, inflation 
and employment level (see Table 2).

Gross Domestic Product per Capita

The achieved social economic development level is 
described in integrated terms by gross domestic pro duct 
per capita. Other comparable data refer to 2007. The 
purchasing power parity indicator is used for obtaining 
the direct comparison of gross domestic product of EU 
Member States in the terms of volume, whose calcula-
tion eliminates the differences in price levels among the 
countries and provides an opportunity to compare them 
in a more objective manner. In 2007 according with 
purchasing power parity indicator** the GDP per capita 
amounted to 14 400 in Latvia, but in EU-27 it was 24 800. 
By assessment of changes in GDP per capita in Latvia and 

other countries, the average level 
of EU-27 Member States has been 
considered as 100%.

By GDP per capita in 2007 all 
new Member States were below 
the average level of EU-27. The 
highest GDP indicator was re-
gistered in Cyprus, where GDP 
per capita was 90.8% of the 
 average level of EU-27, in Slo-
venia it amounted to 89.2%, but 
in Czech Republic it was 80.2%. 
The smallest GDP per capita 
against the average indicator of 
EU-27 was observed in Bulgaria – 
37.2%, in Romania – 42.1% and 
in Poland – 53.7%.

Table 3. Gross Domestic Product per capita by purchasing 
power parity standard in the new EU Member States in 
2003–2007, in % against the average of EU-27.

Within the five-year period 
from 2003 to 2007 inclusive, by 
GDP per capita Latvia drew  nearer 
to the EU-27 level by 14.6 percent-
age points,  Estonia – by 13.5 and 
Slovakia – by 11.5. In this period 
of time the GDP growth in the 
new EU Member States ensured 
annual decrease in disparities 
 between the de velopment level 
of these countries and the EU-27 
level. However the  development 
rates reduced slightly in Malta 
and  Hungary, and the  difference 
of these  countries from the 
 average level of EU-27 increased 
in the period 2003–2007 by 
0.7 and 0.6 percentage points, 
 respectively.

Latvia occupied 9th position amongst the 12 new 
EU Member States in 2007 by GDP per capita. Latvian 
GDP per capita constituted 57.9% from the average in-
dicator of EU-27 (see Table 3 and Figure 1). Eurostat fore-
casts that data regarding 2008 may represent  decline 

Table 2. Basic development indicators of Baltic region countries.*

 *  Eurostat data and calculation of SRDA.
 **  Purchasing power parity standard describes the volumes 

of the Gross Domestic Product and minimum salaries, 
which are assessed in a unified currency for the group of 
countries, which participate in the calculations, exclusive 
of the existing differences in prices.

 *** Eurostat forecast data.

Figure 1. Gross Domestic Product per capita by purchasing power parity standard 
in the new EU Member States in 2007, in % against the average of EU-27.
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in Latvian  development rates in the level of 55.1%, re-
spectively, from the average indicator of EU-27 GDP per 
capita.

In 2007, comparing with the previous year the GDP 
increased amongst EU-27 countries by 2.9% on aver-
age. Amongst the new Member States the largest in-
crease in GDP was observed in Slovakia – by 10.4%, 
it was followed by Latvia with 10.0% growth in GDP, 
but Hungary had the smallest increase in the indicator, 
i.e., 1.1%.

The countries of Baltic region western part, i.e., 
not only Norway, but also Denmark, Finland, Germany 
and Sweden, represent a very high GDP per capita by 
 purchasing power parity standard. In these countries it 
exceeds the average of EU-27 by 15 to almost 80 per-
centage points (Norway in 2007). Since 2003 in the 
countries of Baltic region western part the proportion 
of GDP per capita against the average of EU countries 
is both higher and more stable, it represents similar 
dynamics of uniform development. But in the eastern 
countries of the region GDP per capita lies within the 
range of 43.3% (Latvia in 2003) to 67.9% (Estonia in 
2007) from the average of EU-27. Amongst the countries 
of Baltic region Latvia is the country which reduced the 
difference between its own and the average GDP indica-
tor of EU-27 relatively most rapidly during the reporting 
period, but it was largely depending on the fact that the 
development took place from the comparatively lowest 
level (see Table 4).

Table 4. Gross Domestic Product per capita by purchasing 
power parity standard in the countries of Baltic Sea Basin 
region in 2003–2008, in % against the average of EU-27.

In the period of 2003–2007 Latvia, Lithuania and 
Estonia had comparatively even and also the highest 
GDP growth rates in EU. In 2008 a rapid decline in GDP 
was observed in Estonia and Latvia, but Lithuania had 
a significant reduction in the growth rate. On average 
amongst EU-27 GDP increased by 0.9% in 2008, but 
a drop by 4.0% has been forecasted for 2009. Eurostat 
forecasts that all new EU Member States, except for 
 Cyprus, will experience a drop of GDP in 2009. Decline 
in GDP exceeding 10% has been forecasted for Latvia, 
Lithuania and Estonia (see Table 5).

The disparities in GDP growth rates in the Baltic Sea 
Basin is sharply highlighted with comparatively  slower 

increase until 2007 and decline in countries of the west-
ern part of the region since 2008, but in the eastern 
part of the region, Latvia inclusive, sharp decline has 
replaced the highly rapid development. Poland is an 
exception with its GDP dynamics of comparatively 
more gradual rates. The extent of the country and its 
economics or the internal market determined the com-
paratively smaller effect of positive and also negative 
fluctuations in the global market (see Table 6).

Table 5. Changes in gross domestic product in the new EU 
Member States in 2003–2009, in comparable prices, in % 
against the previous year.

Table 6. Changes in gross domestic product in the 
countries of Baltic Sea Basin region in 2003–2009, in 
comparable prices, in % against the previous year.

Harmonized Index of Consumer Prices

The harmonized index of consumer prices (HICP) 
calculated by Eurostat has been applied for obtaining 
the comparison of development level***. Unlike the 
national index of consumer prices (ICP), HICP includes 
also the spending of foreign tourists, and therefore the 

 * Eurostat forecast data.

 * Eurostat forecast data.
 ** Eurostat assessment.
 ***  The harmonized index of consumer prices reflects the changes 

in prices of consumer goods and services within a certain 
period of time. HICP measures the average level of changes 
in prices for fixed amount of selected consumer goods and 
services (consumer basket). HICP is used for comparing the 
changes in levels of consumer prices in EU Member States and 
for measuring the stability of prices in Euro-zone.
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values of these indexes can not be fully compared. Un-
like the HICP, national ICP includes the spending on 
gambling. The harmonized average index of consumer 
prices (inflation) in EU-27 countries was comparatively 
stable during the period of 2003–2007, maintaining 
the level of 2.0–2.3%. In 2008 it increased to 3.7%. 
In 2008 Latvia had the highest harmonized index of 
consumer prices (15.3%) amongst the new Member 
States that exceeded the average of EU-27 four times. 
Latvia was followed by Bulgaria, Lithuania and Estonia 
whose HICP exceeded the average rate of EU-27 three 
times. Amongst the new Member States the smallest 
HICP was observed for Slovakia (3.9%).

In the entire period a particularly rapid increase in 
prices was registered in Latvia, i.e., from 2.9% in 2003 
to 15.3% in 2008, by simultaneous increase in the dis-
parity from average indicators of EU-27 (see Table 7).

The rapid negative increase in harmonized index of 
consumer prices in Baltic Sea Basin region refers to all 
three Baltic States (in 2008 HICP index in Latvia was 
15.3, in Lithuania – 11.1, Estonia – 10.6). Also Latvia 
has constantly represented the highest index values in 
the entire reporting period and after accession to EU 
in particular. In other countries of the region, Poland 
inclusive, the harmonized index of consumer prices is 
close to the average of EU-27 (see Table 8).

Table 7. Harmonized index of consumer prices in the new 
EU Member States in 2003–2008.

Table 8. Harmonized index of consumer prices in the 
countries of Baltic Sea Basin region in 2003–2008.

Employment Rate

In 2008 the highest employment rate* amongst the 
new EU Member States was observed in Cyprus (70.9% 
from the number of inhabitants at the age from 15 to 
64) and in Estonia (69.8%). According with this indica-
tor Latvia was slightly lagging behind (68.6%) and 
 occupied the third place together with Slovenia.

In period 2003–2008 the employment rate for per-
sons at the age from 15 to 64 increased by 3.3 percent-
age points on average in EU-27 Member States. In this 
period the employment rate increased in Latvia and 
Estonia by 7 percentage points and in Lithuania by 3 
percentage points. In period 2003–2008 the most con-
siderable increase amongst the new EU Member States 
was observed in Bulgaria (by 11.5 percentage points) 
and in Poland (by 8 percentage points). During the re-
porting period in Latvia the employment rate reached 
and, since 2006, exceeded the average of EU-27; in 
2008 it exceeded the average of EU-27 by 2.7 percent-
age points (see Table 9).

Table 9. Employment rate in the new EU Member States in 
2003–2008.

The countries of Baltic Sea Basin region are gener-
ally standing out from EU context with comparatively 
high employment rate. It is influenced not only by 
development of national economy, but also by tradi-
tions, retirement age limits and also demographic con-
ditions in indirect way. Statistically the employment 
rate is closely related with the average life expectancy. 
 Scandinavian countries have the highest indicators of 
both the average life expectancy and the employment 
rate in EU. If during the reporting period Latvia reached 
and ex ceeded, Estonia constantly had a slight excess 
and Lithuania slightly lagged behind the average 
 employment rate of EU-27, then the Baltic States were 

 * Eurostat assessment.

 *  Employment rate is the percentage of employed 
inhabitants aged from 15 to 64 against the number 
of inhabitants in the respective age group. Employed 
inhabitants – all persons aged from 15 to 64, who 
performed any work for at least an hour in the reporting 
week either for monetary remuneration or were 
remunerated with goods or services, regardless of having 
or having not received the remuneration during the week 
when the work was done.
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generally considerably lagging behind the indicators of 
Norway, Denmark and Sweden, still having significant 
advantage over Poland, which stands out with the low-
est employment rate in the region (see Table 10).

Table 10. Employment rate in the countries of Baltic Sea 
Basin region in 2003–2008.

 Proportion of Persons 
Searching for Employment

The proportion of persons searching for employ-
ment** in the total number of economically active inhab-
itants is very important for describing the economic activ-
ity of inhabitants. Employed persons and persons actively 
searching for employment form the economically active 
inhabitants, i.e., the labour force. As the data collected by 
Eurostat show, in 2003–2008 in Latvia the proportion of 
persons searching for employment in the total number of 
economically active inhabitants reduced by 3.0 percent-
age points, but in EU-27 on average – by 2.0 percent-
age points. The largest drop in the proportion of per-
sons searching for employment was registered in Poland 
(by 12.6 percentage points, but in 2003 Poland had the 
highest proportion of persons searching for employment 
in EU), Bulgaria and Slovakia (by 8.1 percentage points 
each). In several new European Union Member States 
changes in demand for employment were observed in 
2008; comparing with 2007 the increase in the number 
of persons searching for employment was registered in 
Latvia and Lithuania (by 1.5 percentage points each), 
 Estonia (0.8 percentage points) and Hungary (by 0.4 per-
centage points) (see Table 11).

Considerable disparities can be observed amongst 
countries by proportion of persons searching for em-
ployment and its changes in EU in general, and it is 
based on historically established disparities in develop-
ment level. The character of proportion of persons 
searching for employment and its changes has certain 
accordance with the disparities amongst the countries 

in terms of extent and dynamics of GDP indicators. 
The countries of Baltic Sea Basin region are generally 
described by comparatively low proportion of persons 
searching for employment due to the high employment 
rate. In these terms the disparities amongst countries 
of the region are mild due to similar features describ-
ing the national economy structure and development 
dynamics in a long period of time on average as well as 
the long-term social security policies of the countries. 
The growing disparities amongst the countries of the re-
gion were observed in 2008, when the global economic 
recession posed much serious effect on the region. The 
economically more powerful countries of the western 
part of the region (in 2008 Norway stands out particu-
larly positively by proportion of persons searching for 
employment – 2.5%, Denmark – 3.3%) the proportion 
of persons searching for employment was significantly 
lower than in EU-27 on average, also in Estonia and 
Lithuania it was below the average of European Union. 
In 2008 Latvia had the highest proportion of persons 
searching for employment in the Baltic Sea Basin region 
with the indicator of 7.5% (see Table 12).

Table 11. Proportion of persons searching for employment 
in the age group of 15–74 years in the new EU Member 
States in 2003–2008, in % from the total number of 
economically active inhabitants.

Table 12. Proportion of persons searching for employment 
in the countries of Baltic Sea Basin region in 2003–2008, 
in % from the total number of economically active 
inhabitants.

 * Eurostat assessment.
**   The persons searching for employment are all those 

persons aged from 15 to 74, who are unemployed in the 
week, for which the data have been indicated, who are 
ready to start employment within next two weeks and 
who have searched for employment actively within the 
recent four week or have found employment and will 
commence working within next three months.  * Eurostat assessment.
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The dynamics of the reviewed development indica-
tors in the five-year period represents well-expressed 
disparities amongst countries by rate and rapidity of 
economic development and recession. By number 
of resident population the large countries, as well as 
countries outside the former Eastern Bloc have main-
ly developed comparatively slowly, but the small and 
new EU Member States feature much sharper changes 
in economic indicators. Latvia stands out from these 
countries in negative terms. Irrespective of the high 

development indicators of Latvia, by GDP growth and 
employment level in particular, due to the global eco-
nomic recession Latvia has been bringing up the rear 
amongst the countries of the EU and Baltic Sea Basin 
region in all indicators since 2008. Currently this fact 
has no affirmative statistical data, but the hope is that 
the rapid development and the following recession will 
be replaced with more moderate and stable long-term 
economic development comparatively sooner than in 
other countries.
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Indicators

Data from Central Statistical Bureau of Latvia (CSB) 
as well as data from the State Treasury, State Land 
Service, State Employment Agency and other data 
have been used for elaborating the survey. Availabi-
lity of data regarding the administrative territories has 
largely influenced the scope of indicators included in 
the survey. The extent of statistical information regard-
ing statistical and planning regions, districts and re-
publican cities is sufficient, but the information about 
district towns, novads and pagasts as well as about ter-
ritories included in novads is incomplete.

Statistical information summarized in the survey 
differs by reporting time. One part of it describes the 
situation at some specific moment, i.e., at the begin-
ning or end of the year (in the present survey main-
ly from the beginning of 2003 to the beginning of 
2008), but the collected data, which describe a proc-
ess having taken place in some year, refer to a period 
of years (in the present survey mainly from 2003 to 
2007, inclusive). Such indicators as population, age 
structure of population, demographic burden, den-
sity of population, unemployment rate apply to the 
beginning of each year. Number of workers employed 
full time and number of the unemployed applies to 
the end of each year. But the Gross Domestic Product, 
volume of personal income tax, non-financial invest-
ment figures, data on economically active businesses 
and commercial companies as well as the figures of 
natural population movement describe each year in 
particular.

Territory development assessment and its com-
parison have been carried out by collecting of de-
mographic and social economic information by state 
administrative territories and groups of territories. 
Numbers of population and its changes, natural move-
ment and migration of the population as well as age 
structure and demographic burden of the population 
have been used as basic indicators for describing the 
demographic situation in the present survey. Gross 
Domestic Product, total value added by types of oper-
ation, non-financial investments and statistical units 
of market sector by business types, groups of volume 
and types of operation, economically active businesses 
and commercial companies are the indicators describ-
ing the economic development. Personal income tax 
 re venues in budgets of local governments, employ-
ment rate and unemployment indicators describe the 
social situation and welfare of population.

The administrative division of Latvia according to 
the situation on June 1, 2009 has been used in the 
chapters of the edition, where the planning regions 
and municipalities (towns, pagasts, novads). Also the 

description of novads has been carried out in the sur-
vey by individual indicators with provision of an insight 
in the disparities amongst territories according to the 
new administrative territorial division (109 novads and 
9 republican cities), where the new municipalities were 
inaugurated on July 1, 2009.

Assessment of Territory Development

The methodology of using territory development 
index for determining the social economic develop-
ment level for territories has been used for 10 years. 
The analysis of the methodology and obtained results 
show that the elaborated method and the scope of se-
lected indicators reflects the social economic develop-
ment level of territories.

For the development assessment of territories the 
inter-comparison of territories as well as comparison 
of basic indicator values of development of a particu-
lar territory against the mean values of the country 
and the region has been carried out. On individual 
occasions development dynamics has been analysed 
by comparing the indicator value for the last year’s 
review against the mean value of the four preceding 
years. The period subjected to analysis is five years 
long – from 2003 to 2007, inclusive. Correlation be-
tween different indicators has been analysed, includ-
ing the territory development index and the size of 
population.

Both absolute and relative indicators were used for 
analysis. The basic development indicators have been 
expressed in various measurement units, i.e., number of 
persons, lats, percentages, percentage points, etc., but 
the indicators used for comparison have been calculated 
both as per capita and per 1000 inhabitants.

territory Development Index

The practice has proved that the social economic 
level of territories of different levels and types is best 
described by a synthetic, i.e., generalized indicator – 
territory development index. Development index is 
determined by standardization of the most important 
statistical basic indexes.

Standardized indicators have been calculated on the 
basis of initial indicators, which describe the territory 
from different aspects and they have been expressed in 
persons, funds, percentages or other actual units. The 
initial measurement units disappear due to the stan-
dardization and therefore different indicators become 
inter-comparable. The indicators may be combined by 
using the common development index.

II. teRRItoRIAL DeVeLoPMent InDICAtoRS 
AnD AnALYSIS MetHoDoLoGY
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The standardization of indicators has been carried 
out using the following formula:

t = s
–– xx

 
,

where:
t –  the standardized value of the particular observed 

object (territory);
x –  standardized indicator in its specific measure-

ments units in the particular territory;
 –  arithmetical mean value of the respective indica-

tor in the respective group of territories (calcu-
lated either as the weighted-average or as the 
proportion of two absolute values);

s –  standard deviation, indicator of the deviation 
calculated by the formula

s =
–– x 2)x f(∑
f∑

,

where f is the statistical weight, usually refers to the 
population in the territory.

The values of standardized indicators are calculated 
for each development basic index to each territory.

Table 13 represents the content of statistical indica-
tors required for calculation of territory development 
index and how they have been weighted in terms of 
importance.

Table 13. Indicators and their weighted values used for 
calculating the territory development index.

A weighted figure has been attributed to each 
indicator according to its importance, estimated 
by experts, taking into account that the sum of all 
weighted indicators must be 1. Each standardized indi-
cator has been multiplied by the respective weight of 

 importance. As a result the development index com-
ponents have been calculated, this sum forms the ter-
ritory development index.

The initial data for calculation of development index 
have been obtained from Central Statistical Bureau, 
State Treasury, State Land Service and State Employment 
Agency by using both the annual statistical indicators 
and statistical indicators from some  specific moment 
by situation at the beginning of the  reviewed year. 
The reviewed and currently used territory develop-
ment index described the development of the separate 
territories as either speeding up or falling behind, 
 compared with other territories (towns, pagasts, no-
vads, districts, regions).

The territory development index applies to:
•  elaboration of national support program for re-

gional development;
•  differentiation of support within the framework of 

activities co-funded by European Union funds;
•  assessment of the impact of European Union, 

state support and other financial instruments on 
the territorial development and the economic 
 efficiency;

•  comparison, assessment, and forecasting of the 
territorial development of municipalities, district 
governments and planning regions and other 
types of territorial development analysis.

Territory development indexes for the needs of de-
velopment assessment of territories according to the 
methodology presently applied are calculated individu-
ally for uniform groups in terms of status and availabi-
lity of indicators – planning regions, districts, towns and 
pagasts. Novads containing a town has been added to 
town group, but if a novads consists of pagasts territory 
only, it has been added to pagasts group. There has 
been a separate range of indicators assigned for deter-
mination of the socio-economic development level of 
each group of territorial items. In total 8 indicators have 
been used in the group of regions and districts, 6 in the 
pagasts group, whereas 4 indicators have been used in 
the town group.

Territory development indexes have been calcu-
lated since the year 2000. Territory development in-
dexes have so far been calculated for nine years – from 
1999 to 2007, inclusive. However, in Annex 1 to this 
edition, development indexes and ranks of planning re-
gions, districts, town and pagasts groups are available 
for the period of the previous five years.

The analysis of indicators forming the develop-
ment index provides the opportunity to determine the 
main factor, which in its turn determines the value of 
the index describing the territory development level. 
The figures in the basic indexes provide the opportu-
nity to describe the differences in the social economic 
development of territories, including the determina-
tion of territories which can entice inhabitants, reflec-
tion of stratification of inhabitants in terms of income, 
comparison of territories in terms of employment, 
and identification of other trends of regional deve-
lopment.

 *  Number of registered unemployed persons against the 
population in working age. Population in the working 
age range on January 1, 2008: females – age of 15–61, 
males – age of 15–62.
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Comparing all municipality territories by territory 
development index and its separate constituents is in-
appropriate, but such indicators allow judging upon 
disparities in development level within each separate 
group of territories. 

 territory Development Index of Local 
Governments within a Region

For the fifth year, respectively since 2003, the de-
velopment index has also been calculated for each lo-
cal government territory within the framework of its 
planning region, additionally to the development in-
dex calculated by determining the development level 
of each territory in the scale of Latvia. The calculation 
was carried out by combining its towns, novads and 
pagasts into a single group of territories within a partic-
ular region. The comparison in the estimates of territo-
ry development index of local government of a region 
is based on average figures of four basic development 
indicators: unemployment rate, amount of personal 
income tax per capita, demographic burden rate and 
population changes within the recent five years.

The territory development indexes of local govern-
ments have been calculated within the regions with 
the aim to provide more comprehensive information 
to local governments by solving the planning issues 
in the region, performing the comparison of develop-
ment in territories of the respective region, their 
 assessment, forecasting and other types of territory 
development analysis. This development index 
supplements, but it does not substitute the territory 
development index, which has been calculated for 
the groups of territories according to the principle of 
uniformity: pagasts, towns, districts, planning regions. 
The territory develop ment index has been calculated 
within a region by application of the same four basic 
development indicators to all groups of territories. 
This approach allows describing and comparing the 
disparities of territory development in all urban and 
rural territories of the  region in total.

 territory Development Index After the 
Administrative Territorial Reform

On April 7, 2009 the Cabinet of Ministers approved 
the regulations elaborated by Ministry of Regional De-
velopment and Local Governments and the State Re-
gional Development Agency on calculation procedure 
and values of territory development index.*

According to the new administrative territorial di-
vision prescribed by Law on Administrative Territories 
and Populated Areas, the values of territory develop-
ment index have been calculated for the 109 novads as 
for a uniform group. Nine republican cities have been 

distinguished as a separate group. Territorial develop-
ment index values have been calculated by using the 
same four basic indicators as for the group of urban 
local governments taking into account the unemploy-
ment rate, amount of personal income tax per capita, 
demographic burden rate and changes in population. 
The Regulations envision that the values of the terri-
tory development index calculated according with 
the new administrative division shall become effective 
on July 1, 2009.

 options for Improvement 
of territory Development Index

The currently widely applied territory development 
index describes the level of territory development in a 
particular year (annual territory development  index). Its 
purpose is the determination of comparative develop-
ment level of each territory on the background of all 
other similar territories. Therefore by assessment of 
 dynamics lines of the annual territory development 
index it should be repeatedly underlined that they 
describe only development of the separate territories 
as either speeding up or falling behind by comparing 
them with the average development of all territories, 
but it describes the total development of entire group 
of territories (or the country) only partially. Such view is 
useful for assessing, in which territories the inhabitants 
and their elected municipalities have been working in 
more favourable conditions, and in which territories – 
in more complicated conditions or even in conditions 
with insufficient resources, as well as for distributing 
the financial support or for determining the specially 
supported territories.

However, even before starting to apply the territory 
development index the opinion has been expressed 
that close attention is paid to development of eco-
nomics, but the attention is insufficient for the social 
sphere and the indicators describing the natural condi-
tions have been neglected. This flaw may be prevented 
in different ways. Two main basic approaches are as 
follows:

•  supplementing the number and content of the ex-
isting basic factors, which constitute the develop-
ment index, and improving the system of weights 
of importance;

•  simultaneously with the general territory develop-
ment index, elaboration and approbating two or 
three sub-indexes, which would describe various 
main development aspects.

The extent of necessity to change the number and 
content of territory development basic factors de-
pends on extension or reduction of the range of terri-
torial statistics data. The replacement of economically 
active businesses and commercial companies with 
the number of employed or turnover volume may be 
referred to as the potential option for improving the 
content of basic indicators, as well as considering the 
present situation in the development of the country, 

 *  Regulations No. 319 by Cabinet of Ministers: Regulations 
on Calculation Procedure and Values of Territory 
Development Index, published in Latvijas Vēstnesis on 
April 21, 2009, enforced on April 22, 2009.



17

 reinforcement of importance of the factor of changes 
in population would also apply.

In future a necessity may arise for analysis tasks, 
where not only the territory development level would 
be analysed, but also its rate of changes, direction and 
whether development rates were speeding up or fall-
ing behind. Application of development index that 
would reflect the general territory (separate groups of 
territories or territory of the entire country) development 
comparing with the previous year or period, is planned 
for solving such tasks. The level at which development 
is speeding up or falling behind can be categorised as 
very high, average or low development.

Currently two approaches for describing develop-
ment speed in the short-term have been elaborated:

•  possible elaboration and processing of time lines 
(dynamics lines) of traditional development level 
annual index, which would constitute basis for 
determination of direction of changes in develop-
ment index for each territory;*

•  chain or base index may be used instead of the 
currently used general development level annual 
index. In such case the calculation simultaneously 
includes the indicators describing the develop-
ment level and speed of its changes, which from 
the point of view of analysis logics cause  additional 
methodological uncertainties. Main advantage of 
chain development index, comparing with the 
annual development ides, is its opportunities to 
create more substantiated, convincing and, most 
importantly, more comprehensible dynamics lines 
for a longer period of time.**

Previously, it was attempted to apply the territory 
development index for various needs. It was used for 
describing the territory development level and, by 
weighing changes of its total values and values of com-
ponents, it was often expected to understand the char-
acter and trends of social economic processes in sepa-
rate territories or their groups. However, it is important 
to emphasize that the calculation of index, developed 
in 1997, improved in 1999 and applied since 2000, has 
been elaborated for one purpose, i.e., affording the 
most objective way possible to compare the develop-
ment levels amongst the territories for determination 
of specially supported territories. Therefore application 
of index to all occasions would be inappropriate. Selec-
tion and calculations of development indicators shall 
be carried out for certain purposes and tasks of regional 
policy as well as for needs of implementing them and 
assessing the results.

The opportunity to compare changes in territory de-
velopment levels in dynamics and over a decade is the 
main significance of the present territory development 
index calculation and value of obtained results. Such 
opportunity allows describing trends and indicates 
their territorial connection. Results of index calculation 
and territory development comparison cause questions 
regarding the causal relationships of present social eco-
nomical processes. In the further work not only the 
application of indicators in calculations, but also their 
attribution to groups of territories should be assessed. 
Due to change of administrative territorial division the 
previous groups of territories no longer exist and the 
territorial structure of statistical data will change.

 *  Indicators of development either speeding up or falling 
behind. Scientific Research Results of Statistics 2008. – 
Ed.: CSB, 2008. – p. 183–191.

 **  On annual, base and chain indexes of territory 
development. – Statistical and management problems 
2007. – Ed.: LSI, 2007. – p. 142–159.
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Regions in Latvia

Planning and statistical regions are the largest territo-
rial units, for which the statistical information is collect-
ed and analysed in Latvia. Planning regions have been 
established in Latvia for regional development plan-
ning and coordination and ensuring the cooperation 
between local governments.* But six statistical regions 
have been established for purposes of  registration.** In 

the system of statistical regions Riga planning region 
has been divided into two statistical regions – Riga and 
Pieriga. The borders of the other four planning and sta-
tistical regions are concurrent.

The present survey analyses and compares Latvian 
planning regions and content of the included adminis-
trative territories before implementation of administra-
tive territorial reform has been represented in Table 14 
and Figure 2.

III. teRRItoRIeS oF PLAnnInG ReGIonS 
AnD LoCAL GoVeRnMentS

 *  Pursuant to the "Law on Regional Development" adopted on April 9, 2002, and in accordance with the Cabinet of 
Ministers Regulations of March 23, 2003 133 “On Territories of Planning Regions”.

**  Pursuant to the Cabinet of Ministers Decree No. 271 as of April 28, 2004 “On Statistical Regions and Included Administrative 
Units of the Republic of Latvia” and for compliance with requirements of European Parliament and European Union Council 
Regulation No. 1059/2003 “On Implementation of Unified Classification of Territorial Units for Statistical Purposes (NUTS)” 
adopted on May 26, 2003 regarding the maximum acceptable population in 3rd level of NUTS – 800 000.

Figure 2. Territories of planning regions (before implementation of the administrative territorial reform).

Table 14. Planning regions and their included administrative units 
(before implementation of the administrative territorial reform).
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Territories of Planning Regions

By area of territory the three planning regions, i.e., 
Vidzeme Region, Latgale Region and Kurzeme Region, 
occupy more than one fifth of national territory each. 
Areas of the two other regions are smaller (see Table 15 
and Figure 3).

Table 15. Territories of planning regions and their 
percentages in the total territory of the country.

Figure 3. Percentages of territories of planning regions in 
the total territory of the country, in %.

 Local Governments in Latvia 
and in Planning Regions

On June 1, 2009 Latvia had 548 local governments 
in total: 26 district local governments and 522 munici-
palities (made up of 7 republican cities, 50 towns, 41 
novads and 424 pagasts).* The grouping of munici-
palities in urban and rural local governments was as 
follows: 7 republican city municipalities and 70 town 
and urban novads municipalities, 445 municipalities in 
pagasts and rural novads.

Latgale Region had the largest number of munici-
palities, which included more than one quarter of all 
Latvian municipalities, i.e., 134. Vidzeme Region had 
121 local government, Kurzeme Region – 97, Zemgale 
Region – 95 and Riga Region – 75 (see Figure 4).

The 522 Latvian municipalities with their total popula-
tion of 2 270 894 (at the beginning of 2008) were small 
on average. In one local government 4400 inhabitants 

 resided on average, but in one rural local government – 
1500. In terms of population the Latvian local govern-
ments were very different. At the beginning of 2008 
the largest local government, namely, Riga, boasted 
717 371 inhabitants or 31.6% of the total national popu-
lation, dwarfing the smallest territory, i.e., Aluksne District 
Kalncempji pagasts with 251 inhabitants (0.01%).

Figure 4. Number of municipalities of the groups of towns 
and pagasts in the planning regions on June 1, 2009.

Considerable disparities in population were observed 
also within the groups of local government territories. 
In Rezekne, the smallest of the republican cities, 35 883 
inhabitants resided, in Daugavpils, which is the second 
largest city in Latvia, – three times the number (105 958 
inhabitants), but in the capital city Riga – 20 times the 
number. In terms of the population in the group of dis-
trict towns the largest and the smallest local govern-
ment differed by a multiple of 23: 27 423 inhabitants in 
 Valmiera and 1124 inhabitants in Subate with rural terri-
tory. The rural local governments differed in population 
by a multiple of 55: Riga District Kekava pagasts was the 
largest (13 883 inhabitants) and Kalncempji pagasts was 
the smallest (251 inhabitants).

Latvia had 203 municipalities with population be-
low 1000, and their number constituted 38% of the to-
tal number of territories. In 35% of local governments 
in the county the population ranged between 1000 
and 2000, and in 16% of units – from 2000 to 5000. 
Only in 11% of local government territories the popula-
tion exceeded 5000 inhabitants (see Table 16).

Table 16. Breakdown of local government 
territories by population.

 *  On January 1, 2008 551 local governments existed: 26 
district local governments and 525 municipalities (made 
up of 7 republican cities, 52 towns, 36 novads and 430 
pagasts). Also on January 1, 2009 551 local governments 
existed, but only the number of town and novads local 
governments differed: 50 town and 38 novads local 
governments. According with the "Law on Administrative 
Territories and Populated Areas", since July 1, 2009 Latvia 
has 5 planning regions, 9 republican cities and 109 novads.
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The largest rural local government territories by 
population at the beginning of 2008 were observed 
in Riga Region (2819 inhabitants per local government 
on average), but smallest – in Latgale Region (1128 
inhabitants on average). The largest number of rural 
local governments with less than 1000 inhabi tants 
was observed in Latgale Region (72 local govern-
ments), but Riga Region had the largest number of 

territories (9 local governments) 
with population exceeding 5000 
(see Table 17).

Amalgamation of local gov-
ernments has been taking place 
in the country since 1995. By 
June 1, 2009 41 novads had been 
established in Latvia. Centres of 
20 novads were towns, but 21 
novads consisted of territories of 
amalgamated pagasts and territo-
ries of separate pagasts renamed 
as novads. Most novads contain-

ing towns (urban novads) were in Riga Region – 9. Lat-
gale Region and Kurzeme Region had slightly smaller 
figures – 5 and 4, respectively. Zemgale and Vidzeme 
Regions each had only 1 novads containing a town.

Riga Region also had the largest number of rural 
novads or novads lacking a town – 8. Vidzeme Region 
included 5 such novads, Zemgale Region – 4, Latgale 
Region – 3, and Kurzeme Region – 1.

Table 17. Breakdown of pagasts and rural novads 
by population in planning regions.
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IV. CoMPARAtIVe DeSCRIPtIon 
oF PLAnnInG ReGIonS

DeMoGRAPHIC SItUAtIon

In order to describe the demographic situation in 
Latvian planning regions the following basic indicators 
have been applied in the survey: population, population 
change, natural population movement and migration 
as well as population age structure and demographic 
burden. The demographic situation has been described 
by momentary indicators viewed in a five-year period, 
i.e., from the beginning of 2003 to the beginning of 
2008, and the accumulated indicators reflecting the 
period from 2003 to 2007.

Size of Population and Percentages

At the beginning of 2008 the number of Latvian po-
pulation was 2 271 000 inhabitants. Almost a half of the 
total national population, i.e., 48.3%, resided in Riga Re-
gion. In Latgale, Kurzeme and Zemgale Regions the size of 
population comprised 13–15% of the total Latvian popu-
lation in each, but its number was the smallest in Vidzeme 
Region – 10.5% (see Table 18 and Figure 5).

Table 18. Population of planning regions and their 
percentage of the total national population by the 
beginning of 2008.

Figure 5. Population percentage of planning regions of the 
total national population by the beginning of 2008, in %.

The capital city determines the extent of Riga Re-
gion in the national population. 31.6% of the total 

 national population and 65.4% of the total Riga Region 
population resided in Riga.

From 2003 to the beginning of 2008 the percentage 
of Riga Region population climbed by 1.2 percentage 
points. However, the total percentage of population 
in Vidzeme, Kurzeme and Latgale Regions reduced in 
the total national population by 1.2 percentage points: 
percentage of Latgale Region population reduced by 
0.7, Vidzeme Region – by 0.3 and Kurzeme Region – by 
0.2 percentage points. Percentage of Zemgale Region 
population remained at the rate of 2003.

Population Density

Due to demographic influences at the beginning of 
2008 the population density in Latvia was 35.2 inhabit-
ants/km2 on average, which is almost one inhabitant per 
km2 less than at the beginning of 2003 (36.1 inhabit-
ants/km2). In comparison – the average population 
 density in EU-27 Member States is equal to 115 inhabit-
ants per 1 km2.

Table 19. Population density in planning regions at the 
beginning of 2008, inhabitants per km2.

Amongst all the regions Riga Region had the high-
est population density – 105.2 inhabitants per 1 km2 
which is three times the average density in the country 
and 7 times the population density in Vidzeme Region 
(15.6 inhabitants per 1 km2). In Kurzeme, Zemgale and 
Latgale Regions the population density is quite simi-
lar – 22–26 inhabitants per 1 km2. If republican cities 
are excluded from calculations, the disparities amongst 
regions in terms of population density decrease (see 
 Table 19, Figures 6 and 7).

Population density as assessment indicator loses 
its significance to a certain extent, because towns are 
not separated from parts of rural territory in statis-
tics of such administrative units as towns with rural 
 territory.
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Figure 6. Population density in planning regions at the 
beginning of 2008.

Figure 7. Population density in planning regions at the 
beginning of 2008, excluding population and area of 
republican cities.

Population Change

Population is still decreasing in Latvia. At the begin-
ning of 2008 2 270 900 inhabitants resided in Latvia, 
which is for 60 600 less than at the beginning of 2003.*

Table 20. Population in planning regions 
from 2003 to the beginning of 2008, in thousands.

In the total reduction in population the quota of Lat-
gale Region was the largest – 26 500 or 43.8%. The 
percentage of Vidzeme Region in the total reduction in 
population in the country constituted 21.8%, Kurzeme 
Region – 19.7%, Zemgale Region – 12.9% and Riga 
 Region – 1.8%

Figure 8. Dynamics of population in planning regions 
from 2003 to the beginning of 2008, in thousands.

In order to evaluate which regions lose or attract 
the inhabitants more rapidly and for comparing the 
rates of population changes, the relative indicator is 
calculated for changes in population.* In the period 
of 2003–2008 amongst Latvian regions the population 
reduced most dramatically in Latgale Region – by 7.1%. 
The process of reduction in population was  slower in 
Vidzeme Region – by 5.3%, Kurzeme Region – by 3.8% 
and Zemgale Region – by 2.7%. Riga Region had the 
most favourable demographic situation, where the 
population dropped the least – by 1.0% (see Table 
21 and Figure 9).

In Riga Region the decrease in population was 
partially compensated with increase in the local gov-
ernment territories in vicinity of the capital city, i.e., 
within five-year period the population increased in Riga 
District by 21 100. The largest increase in population 
was observed in Marupe pagasts (by 3700), Garkalne 
novads (by 2400), Kekava pagasts (by 2300), Stopini 
novads (by 1800), Adazi novads and Olaine pagasts (by 
1700 in each). The population figures increased also in 
Ogre District by 1800 and in Zemgale Region Jelgava 
District, but by 25 inhabitants only. In all other Latvian 
districts the population reduced.

 *  The relative indicator is calculated by dividing the 
changes in the population within the period of five years 
against the population at the beginning of the period 
and expressing the result in percentage.

 *  At the beginning of 2009 the Latvian population 
was 2 261 300 inhabitants or 9600 less than in the 
beginning of 2008.
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In the period from 1999 to the beginning of 2008 
the rates of changes in population decelerated gradu-
ally in Latvia. In the period 1999–2004 the population 
figures dropped in the country by 3.3%, but in the 
period 2003–2008 – by 2.6% that is 0.7 percentage 
points less. In Riga Region the rates of reduction of 
population, compared with the aforementioned five-
year periods, dropped by 2.9 percentage points, but 
in other regions it climbed: in Latgale Region – by 
1.9 percentage points, in Vidzeme Region – by 1.3, in 
Zemgale Region – by 1.1 and in Kurzeme Region – by 
0.4 percentage points.

Table 21. Changes in population number in the planning 
regions during successive periods of five years, in %.

Figure 9. Changes in population number in planning 
regions from 2003 to the beginning of 2008.

The rates of reduction of population fluctuated by 
years in the country. Also the factors influencing the 
changes in population changed. Compared with the 
previous year the population number reduced in the 
country in 2003 by 0.53%, in 2004 – by 0.55%, in 
2005 – by 0.51%, in 2006 – by 0.58% and in 2007 – 
by 0.46%. The decrease in the population is mostly 
influenced by the natural movement of inhabitants. 
Its percentage in the total reduction in population 
during the period 2003–2007 was 0.49%, 0.50%, 
0.49%, 0.47% and 0.43%, respectively, by years. 
But the  migration  percentage was 0.04%, 0.05%, 

0.02%, 0.11% and 0.03%, respectively. As shown, the 
migration had the most significant impact in 2006 
(see  Figure 10).

Figure 10. Changes in the population in Latvia and their 
factors of influence in 2003–2007, number of inhabitants.

In 2007 the population reduced in all regions ex-
cept for Riga Region. In Riga Region the population 
increased by 0.19%, but in Latgale Region it reduced 
most sharply – by 1.80%. In the decrease of population 
in Vidzeme and Zemgale Regions the percentage of 
natural movement exceeded the percentage of migra-
tion, but in Riga and Kurzeme Regions it was vice versa, 
i.e., the net balance percentage of migration prevailed 
over the natural movement. In Latgale Region the pro-
portions of migration and natural increase were equal 
(see Table 22).

Table 22. Changes in population and the factors of 
influence in planning regions in 2007, in % against 2006.

natural Movement of Population

In the period of 2003–2007 the population in Latvia 
reduced by 55 000 due to natural movement (number 
of deaths exceeded the number of births). In Riga Re-
gion the population reduced by 20 000, in Latgale Re-
gion – by 16 900, but in Vidzeme, Kurzeme and Zem-
gale Regions – slightly more than by 6000 in each. It is 
notable, that the negative net balance of natural move-
ment of population can be observed in Latvia as early 
as 1991.

Within the last five years the net balance of natu-
ral movement, or the predominance of mortality over 
births, slightly reduced. In 2003 the population reduced 
by 11 431 inhabitants due to the natural movement in 
the country, but in 2007 the figure was 9769 inhabi-
tants (see Table 23 and Figure 11).
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Table 23. Natural movement of population in planning 
regions in 2003–2007, number of inhabitants.

Figure 11. Dynamics of natural movement of population in 
planning regions in 2003–2007, number of inhabitants.

The change in the population is described by the 
coefficient of natural population growth*, which re-
flects the character of natural movement and provides 
an opportunity to compare territories by access to hu-
man resources development.

The predominance of mortality over births by esti-
mates per 1000 inhabitants slightly reduced within the 
reviewed five years. In 2003 the net balance of natural 
movement per 1000 inhabitants was -4.9, but in 2007 – 
-4.3. Over five year period generally in the country by 
estimates per 1000 inhabitants, the number of deaths 
exceeded births by 24 inhabitants. When broken down 
into regions, during the period 2003–2007, in Latgale 
Region this rate was almost twice the number – deaths 
exceeded births by 47 inhabitants, but in Riga the 
 figure is the smallest – 17.3.

Due to natural movement in Latvia, the mortality 
exceeded births by 4–5 inhabitants on average per 
1000 inhabitants on annual basis. Positive changes in 
natural movement took place in Riga Region and also 

in Kurzeme Region slightly, where the negative net bal-
ance of natural movement reduced, but in Vidzeme, 
Zemgale and Latgale Regions the predominance 
of mortality over birth increased (see Table 24 and 
Figure 12).

Table 24. Natural movement of population in planning 
regions in 2003–2007, by estimates per 1 000 inhabitants, 
number of inhabitants.

Figure 12. Natural decrease of population in planning 
regions in 2003–2007, by estimates per 1 000 inhabitants.

Births slightly increased in Latvia since 2001. In 2007 
23 273 children were born in the country, i.e., 2267 chil-
dren more than in 2003. In 2007 the largest number of 
birth was registered within the recent decade.

In 2007, by estimates per 1000 inhabitants, in the 
country 10.2 children on average were born, in 2003 – 
9.1. By number of births per 1 000 inhabitants, in 2007 
Riga Region had the highest rate amongst Latvian 
regions with figure of 11.2 children, it was followed 
by Zemgale Region – 10.2, Kurzeme Region – 10.1, 
Vidzeme Region – 8.9 and Latgale Region – 8.2.

In 2007 the total birth rate* in Latvia (1.412) ex-
ceeded the figure of 2003 (1.286), but it is much small-
er than the figure required for altering generations 
(2.1–2.2) (see Table 25).

 *  The coefficient of natural growth is the proportion of the 
natural growth (decrease) of population against the average 
population of the year expressed per 1000 inhabitants.

 *  Total birth rate determines the average number of children, 
who could be born to a female during her lifetime, if the birth 
rate would remain in the level of review period in every age.
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Table 25. Birth rate trends in Latvia in 2003–2007.

Within the recent years the mortality rate increased 
in Latvia what is confirmed both by absolute increase in 
number of deaths and the increase in the general rate of 
mortality. In 2007 the number of deaths in Latvia was 
33 000 what exceeds the figure of 2003 by 605 inhabi-
tants. But the general mortality rate increased from 13.9 
inhabitants per 1000 inhabitants in 2003 to 14.5 inhabit-
ants per 1000 inhabitants in 2007. The largest mortality 
figure by estimates per 1000 inhabitants was observed 
in Latgale Region – 17.2 inhabitants. In other regions the 
indicator was as follows: Vidzeme Region – 14.8, Zem-
gale Region – 14.3, Kurzeme Region – 13.9 and in Riga 
Region – 13.8 inhabitants per 1000 inhabitants.

It is notable that the mortality of newborns in-
creased in Latvia since 2006. In 2003 198 children died 
during their first year, in 2004 – 191, in 2005 – 168, in 
2006 – 170, but in 2007 – 203 children.

Long-term Migration of Population

Due to long-term migration* the population reduced 
in the country by 642 inhabitants in 2007. This indicator 
of 2007 was below the figure of 2003 by 204 inhabitants, 
and significantly below the figure of 2006 – by 1809 in-
habitants. In 2007 3541 person arrived 
in Latvia, but 4183 persons left for per-
manent residence in other countries. In 
2007, compared with the previous year, 
the number of immigrants increased, 
but number of emigrants reduced: the 
number of persons arriving to Latvia ex-
ceeded the figure by 740, but number 
of emigrants was smaller by 1069 (see 
Table 26 and Figure 11).

In Latvia in 2007 the internal migra-
tion of population caused 55 100 in-
habitants to change their place of resi-
dence from one administrative territory 
to another (in 2003 – 62 800 inhabit-
ants). By analyzing the internal migra-

tion flows of 2007, it is visible that movement of inhabi-
tants mostly took place within boundaries of a region, i.e., 
within Latgale Region – 74% of the total extent of internal 
migration in the region, within Kurzeme Region – 73%, 
Vidzeme Region – 63%, Zemgale Region – 54%, and only 
in Riga Region this indicator differed more – 32%.

Table 26. External (international) long-term migration of 
population in Latvia in 2003–2007, number of people.

The trend characteristic to previous years remained 
in 2007, i.e., the migration intensity between Riga and 
Pieriga increased, Also the migration of population con-
tinued from other regions to Riga or Pieriga territories. 
The internal migration process took place in the central 
part of the country quite dynamically. 39% of the total 
Latvian population arriving at the capital city moved to 
permanent residence in Riga from Pieriga territories. But 
the former Riga City inhabitants constituted 49% of the 
total inhabitants arriving at Pieriga. In 2007, similarly to 
previous years, domestic reasons, work and studies re-
mained as the main reasons for internal migration.

The extent of internal migration flows of population 
when broken down into regions has been represented 
in Table 27, also statistical regions Riga and Pieriga were 
additionally distinguished in Riga planning region.*

In 2007 due to total migration the population in-
creased only in Riga region – by 4902 inhabitants. 
 Migration net balance in Riga Region has been positive 
since 2003, which is mainly caused by predominance 

of arriving inhabitants over the inhabitants leaving the 
territories adjacent to the capital city. In the other four 
regions migration net balance was constantly negative. 
Due to migration in 2007 the population reduced most 
in Latgale Region – by 3121 inhabitants, but the lowest 
reduction was observed in Zemgale Region – by only 
14 inhabitants (see Table 28 and Figure 13).

 *  In accordance with recommendations made by the UN, long-
term migrants are the persons, who arrive in the country for 
permanent residence or for staying for a year or more, and 
persons emigrating from one country to another with the 
intention to stay there permanently or for at least one year. 
This criterion of stay duration allows separation of long-term 
migrants from other groups of persons crossing the state 
border, for instance, tourists. Two types of migration are 
distinguished – external (international) and internal (within a 
country) migration. The statistics of internal migration does 
not include the change of place of residence of a person within 
the boundaries of a single town, rural pagasts or novads.

 *  Pieriga statistical region includes Jurmala, Riga District, 
Limbazi District, Ogre District and Tukums District.

Table 27. Internal long-term migration of population in planning regions in 2007.
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Table 28. Total net long-term migration balance of 
inhabitants in planning regions 2003–2007, number of 
inhabitants.*

Figure 13. Dynamics of total net long-term migration 
balance of inhabitants in planning regions 2003–2007, 
number of inhabitants.

In 2007 only one republican city and five districts 
had positive total net balance of population migra-
tion. Due to migration the population in Jurmala in-
creased by 474 inhabitants, in Riga District – by 6491, 
in Ogre District – by 819, in Jelgava District – by 535, 
in Tukums District – by 141 and in Aizkraukle District – 
by 110.

In the period of 2003–2007 due to total migration 
the population in Latgale Region reduced by 9700, in 
Vidzeme Region – by 6500, Kurzeme Region – by 5600 
and Zemgale Region – 1700 inhabitants. The trend 
was opposite in Riga Region, where within a five-year 
period the population due to migration increased by 
17 900. Generally within five years in Latvia the interna-
tional long-term net migration balance (the difference 
between the number of people who left and people 
who arrived was 5600 inhabitants.

In Latvia within the reporting five years the in-
ternational long-term migration rates were fluctuat-
ing. According to estimates per 1000 inhabitants, 
0.4 inhabitants on average left Latvia in 2007, but in 
2003 – 0.3 inhabitants. In 2006 a significant increase in 
the number of emigrants was observed in 2006, i.e., by 
estimates per 1000 inhabitants, the inhabitants leaving 
Latvia exceeded those arriving by 1.1 person (see Table 
29 and Figure 14).

Table 29. The total net long-term migration balance 
of population in planning regions in 2003–2007, by 
estimates per 1 000 inhabitants, number of inhabitants.

Figure 14. The total net long-term migration balance 
of population in planning regions in 2003–2007, by 
estimates per 1 000 inhabitants.

In 2007 men considerably prevailed amongst the 
number of immigrants – 63.7%, but women prevailed 
amongst emigrants, i.e., 55.4% of the total number.

International migration of minors, namely, children 
(under 5) can be observed in Latvia. The increased 
growth in the rate was observed after accession of 
Latvia to European Union. It is also determined by the 
frequent situation, when the children born to Latvian 
inhabitants working abroad are delivered to care by 
relatives left in Latvia. In 2003 the number of children 
aged 0–4 increased in Latvia due to migration by 114, 
but in 2007 – by 821. In 2007 932 children arrived to 
Latvia and 111 children left, i.e., the number of immi-
grants aged 0–4 exceeded the number of emigrants 
more than 8 times.

 *  CSB collects data on long-term migration of population by 
7 republican cities, 26 districts, 6 statistical regions and 5 
planning regions.
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The territorial division of migration shows that Riga 
has considerably more intense migration relations with 
foreign countries than other territories. 51.5% of the 
total number of participants in international migration 
chose Riga as their place of residence in 2007. Only 
slightly less than a half (47.5%) of the total number 
of international emigrants were inhabitants of Riga in 
2007. 15.7% of all immigrants settled in Pieriga Region, 
but 12.5% of the total number of inhabitants leaving 
emigrated. 11.8% of all international incomers settled in 
Latgale Region, but 17.9% of all emigrants left. Accord-
ing to the balance of international immigration, in 2007 
9.1% of immigrants arrived to Kurzeme Region, in Zem-
gale Region – 7.2% and in Vidzeme Region – 4.7%, but 
11.0% of all emigrants left Kurzeme Region, Zemgale 
Region – 6.9% and Vidzeme Region – 4.1%.

In order to determine the extent and structure of 
economic migration, in 2007 the Central Statistical 
Bureau (CSB) included additional questions in the 
selective survey of the labour force, but by assessment 
of survey results the experts of CSB concluded that 
information on the Latvian population employed 
abroad conforming with the actual situation and 
criteria for data credi bility cannot be obtained by 
selective survey and that the survey provides only a 
partial characterization of those inhabitants. The data 
of the survey prove that most persons, i.e., one of four 
(24.5%), went abroad from Latgale Region (it should 
be noted that this region has the largest percentage of 
persons searching for employment in the total number 
of economically active inhabitants – 8.0 in 2007), 
slightly less were from Riga Region – 23.5%, including 
12.4% – from Pieriga. 15.7% went to work abroad 
from Kurzeme Region, 12.7% – from Vidzeme Region 
and 11.2% – from Zemgale Region. From all Latvian 
population working abroad almost two fifths (39.1%) 
chose Great Britain, one in three (31.9%) – Ireland, one 
in twenty (4.9%) – Germany and slightly less (4.5%) – 
Norway, but 3% worked in Russia, 2.5% in U.S. and 
2.3% in Italy. Finding a better paid employment was 
the aim of most Latvians going abroad.

 new trends in 2008
The data collected by Central Statistical Bureau show 

that in 2008 the population reduced in Latvia due to long-
term migration by 2542 inhabitants, which is quadruple 
the number of 2007, when the Latvian population 
reduced for the same reason by only 642 inhabitants. 
Comparing with 2007, in 2008 3465 persons arrived to 
Latvia for permanent residence, which is 2.2% less, but 
6007 persons left for permanent residence abroad, or 
43.6% more (see Figure 15 and Table 26).

In 2008, comparing with the previous year, the emi-
gration of Latvian population to Ireland increased 6.5 
times, to Great Britain – 1.7 times, to Germany – 1.4 
times and to Ukraine – 1.2 times. The researchers fore-
cast that as the economic recession continues so will 
the number of inhabitants prepared to leave for per-
manent residence abroad, because unemployment will 
cause increased migration of population because of the 
low salaries.

Figure 15. International long-term migration of population 
in Latvia in 2003–2008, number of inhabitants.

Demographic Burden

Assessment of relations of the number of resident 
population amongst the three main age groups and 
also assessment of changes in these relations during 
course of time is important for describing the demo-
graphic situation. Breakdown of population by different 
age groups reflects the situation in labour market and 
shows the perspectives for employment development 
in local government territory or points to the develop-
ment limitations due to shortage of labour supply. For 
comparison purposes the population age structure at 
the beginning of 2003 and 2008 has been represented 
in Table 30.

Table 30. Breakdown of population by age groups in 
planning regions at the beginning of 2003 and 2008, 
proportion in the total population, in %.

Within five years the number of the country’s 
working age inhabitants increased by 35 500; there-
fore the proportion of working age inhabitants in the 
total population of the country increased from 62.4% 
at the beginning of 2003 to 65.6% at the beginning 
of 2008. In this period the percentage of working age 
population increased in the total population in all 
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regions – in Vidzeme, Zemgale and Latgale Regions 
the increase was in the extent of 4 percentage points, 
but in Riga and Kurzeme Regions it was 3 percent-
age points.

The population in the age group under working 
age reduced in the country by 60 300 and their per-
centage reduced from 16.0% at the beginning of 2003 
to 13.8% at the beginning of 2008. The reduction in 
the population under working age represents clearly 
forecasted reduction in working age population in fu-
ture years. At the beginning of 2008 Latgale and Riga 
Regions, compared with other regions, had the small-
est percentage of children (13.1% and 13.2%, respec-
tively), and Latgale Region also had the largest per-
centage of retirement age population (21.3%).

Demographic burden is an indicator characterising 
the proportion of children and retirement age popula-
tion that is usually calculated per 1000 inhabitants. The 
changes of the age structure of population influenced 
also the indicators of demographic burden. At the be-
ginning of 2008 the country had 524.0 children and in-
habitants who had reached retirement age on average 
per 1000 working age inhabitants. The demographic 
burden considerably reduced within the recent years 
both in the country in general and in each region. It 
happened mostly due to reduction in the number of 
dependant persons. Within five years, when the work-
ing age population climbed by 35 500, the number of 
dependant persons dropped by 96 100, the retirement 
age population dropped by 35 800 and the number of 
children dropped by more than 60 000 (see Table 31, 
Figures 16 and 17).

Table 31. Level of demographic burden in planning 
regions at the beginning of 2003–2008.

Figure 16. Dynamics of the level of demographic burden 
in planning regions at the beginning of 2003–2008.

Figure 17. Level of demographic burden in planning 
regions at the beginning of 2008.

The relation between the number of children and 
 adolescents and the people at retirement age describes 
the structure of alternation of generations. The percent-
age of retirement age inhabitants exceeds the percent-
age of children in the total country population and this 
gap continues to widen. At the beginning of 2003 the 
gap between the percentages of children and retirement 
age inhabitants in the country was 5.6 percentage points, 
but at the beginning of 2008 – 6.8 percentage points. 
At the beginning of 2008 the population at retirement 
age in Riga and Latgale Regions exceeded the number 
of children 1.6 times, in Vidzeme Region – 1.5 times, in 
Kurzeme and Zemgale Regions – 1.3 times. Similar situ-
ation in the interrelated arrangement of regions was ob-
served also at the beginning of 2003.

Breakdown of Population by Gender

At the beginning of 2003 the percentage of the 
number of men and women in the total population of 
the country was 46.0% and 54.0%, respectively. The 
percentage of men slightly increased since 2004 and 
at the beginning of 2008 the percentages of men and 
women in the total country population were 46.1% and 
53.9%, respectively. Within the reporting period the 
percentage of men slightly increased in all regions ex-
cept for Latgale Region.

Table 32. Number of women in planning regions at the 
beginning 2003–2008, by estimates per 100 inhabitants.
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At the beginning of 2008 Zemgale and Vidzeme 
Regions had the largest percentage of men in the  total 
population of the region – 47.1% each. In Kurzeme 
Region this indicator was 46.8%, in Latgale Region – 
46.5%, and in Riga Region – 45.3%. Respectively, Riga 
Region also had the largest number of women per 100 
inhabitants, i.e., 120.8. Riga Region as the largest  region 
in terms of population also had the largest predo-
minance of the number of women, which exceeded 
the number of men by 103 400. In other regions the 
number of women per 100 inhabitants was within the 
range from 112 to 115 (see Table 32).

 Life expectancy 
and Demographic Forecast

In 2007 the average life expectancy* for newborns 
in Latvia was 71.16, i.e., 65.76 years for men and 76.47 
years for women. Within five years negative trends have 
been observed, i.e., the duration of life expectancy re-
duced. Comparing with 2003, the average life expect-
ancy for men dropped by 0.15 years, for women – by 
0.39 years and in total – by 0.21 years.

The average life expectancy of newborns in towns 
during the period 2003–2007 dropped by 0.03 years, 
but in rural areas – by 0.33 years. The life duration con-
siderably reduced for men in towns – by 0.76 years and 
for women in rural areas – by 0.81 years.

The life expectancy of women and men differs by 
more than a decade and this gap reduced only a little 
within five years (in 2003 – 10.95 years, in 2007 – 10.71 
years) (see Table 33).

Statistical Office of European Communities Eurostat 
elaborated the demographic development forecasts 
for countries until 2050 in cooperation with EU Mem-
ber States scientists and statistical institutions of these 
countries. The assessment took into consideration the 

birth rate, mortality rate and population migration by 
gender and age. According to the mean version of de-
mographic development forecasts the population in 
Latvia will drop to approximately 1 900 000 in 2050, 
according to the most unfavourable development ver-
sion – it will decrease to 1 500 000, but according to 
the most favourable development version – it will in-
crease to 2 400 000 (see Figure 18).

Figure 18. Versions of forecast for Latvian population at 
the beginning of 2010–2050, in million of inhabitants.

Professor Pēteris Zvidriņš forecasts that in Latvia 
the birth and mortality curve might become balanced 
after 30 years approximately, and, namely, then the 
mortality would be below the birth rates. However, if 

 currently the average population age is 40 in Latvia, 
in 2030 the age of more than half of inhabitants will 
exceed 45 years, and the number of retired persons will 
considerably exceed the number of children and teen-
agers from around 2020.

 *  The average life expectancy of inhabitants at certain age is 
the number of years which the persons, who have reached 
the respective age, would live on average, if in each age 
the mortality rate would remain at the level of the year of 
estimate.

Table 33. Average life expectancy of newborns, by birth, in years.
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The following indicators have been used for describ-
ing economic development in the present publication: 
Gross Domestic Product, total value added by types of 
operation, non-financial investments, statistical units of 
market sector by types of economic activity, size groups 
and by types of operation, economically active busi-
nesses and commercial companies, extent of personal 
income tax in local government budgets, employment 
and unemployment rates. Territory development index 
has been applied to determination of development lev-
el for planning regions.

Development indicators describe the social eco-
nomic situation in planning regions. Data applied in 
calculations are available by time deviation of 1–2 years, 
therefore the description of social economic situation 
presented in the survey reflects the processes taking 
place in the country within recent years only partially. 
Detection of developing disparities in the Latvian terri-
tory development has the main significance in analysing 
the processes within the previous years, since it allows 
assessing the influence of regional policy and self-devel-
opment potential of territories and forecasting the pos-
sible development course for further years.

Gross Domestic Product

The Gross Domestic Product per capita (GDP)* is 
the most important basic indicator of economic de-
velopment. Data regarding the Gross Domestic Pro-
duct are only available for 2006, because the necessary 
calculations are complicated and require much time. 
It should be noted that data of all other applied eco-
nomic indicators are available for 2007, but data of SIA 
Lursoft regarding commercial companies are available 
for 2008.

The volume of GDP produced in Latvia in 2006 was 
LVL 11 160 480 000. The percentage of Riga Region in 
the total GDP was 71.1%, but the percentage of each re-
maining region was below 10%. Percentage of Kurzeme 
Region in the GDP produced in the country in total was 
9.3%, Latgale Region – 7.2%, Zemgale Region – 6.7% 
and Vidzeme Region – 5.7%. Within five-year period 
from 2002 to 2006 the percentage in the total GDP in-
creased only in Riga Region (by 3.3 percentage points), 
but in other regions it reduced. The most significant 
reduction in percentage was observed in Kurzeme Re-
gion – by 1.9 percentage points, followed by Latgale 
Region – 0.6, Vidzeme Region – 0.5 and Zemgale Re-
gion – by 0.2 percentage points.

GDP produced in Riga was almost two thirds of 
the total GDP in the country (60.2% in 2006) and 
84.8% of GDP in Riga Region. Percentages of other re-
publican cities in GDP produced within the state was 

insignificant (percentage of Liepaja in 2006 – 3.5%, 
Daugavpils – 3.0%, Ventspils – 2.2%, Jelgava – 2.0%, 
Rezekne – 1.3% and Jurmala – 0.9%).

Table 34. Gross Domestic Product per capita in planning 
regions in 2002–2006 in actual prices, LVL.

Figure 19. Dynamics of Gross Domestic Product per capita 
in planning regions in 2002–2006 in actual prices, LVL.

Figure 20. Gross Domestic Product per capita in planning 
regions in 2006.

eConoMIC DeVeLoPMent

 *  GDP is the aggregate value of finished products and 
services made within the borders of a country, including 
GDP produced by Latvian population in foreign countries.
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By estimates of GDP per capita, in 2006 the value 
in the extent of LVL 4 878 has been produced in Latvia 
on average. In Riga Region the GDP volume per ca-
pita was 1.5 times the average number in the country, 
i.e., LVL 7 235. In Kurzeme Region the GDP per capita 
reached LVL 3 390, in Zemgale Region – LVL 2 635 and 
in Vidzeme Region – LVL 2 632. The GDP per capita in 
Latgale Region of LVL 2 236 was a third the figure of 
Riga Region and half the national average.

Within five years the GDP per capita increased in all 
regions. In absolute figures the largest increase in GDP 
was observed in Riga Region by LVL 3 700 per capita. 
In other regions the GDP growth figure was a third or a 
quarter of that figure. In Kurzeme Region GDP climbed 
by LVL 1 400, in Zemgale Region – by LVL 1 300, in 
Vidzeme Region – by LVL 1 200 and in Latgale Region – by 
LVL 1 000 per capita. Within this period of time GDP per 
capita increased in the country by LVL 2 400 or 98.3%.

GDP per capita increased also in all republican ci-
ties, but the extent of increase fluctuated within range 
from LVL 600 in Jurmala to LVL 4 800 in Riga. In Liepaja 
GDP per capita climbed by LVL 2 400, in Rezekne – by 
LVL 2 000, in Jelgava – by LVL 1 700, in Daugavpils – by 
LVL 1 500 and in Ventspils – by LVL 1 400. 

Disparities amongst regions by GDP per capita 
climbed by a multiple of 3.0 in 2002 to 3.2 in 2006 (see 
Table 34, Figures 19 and 20).

In 2006 the GDP per capita in Riga region was 
148.3% of the average national indicator in percent-
age. In other regions this indicator ranged within 46 –
70%, and within the five years they are actually lagging 
further behind the national average rate (see Table 35 
and Figure 21).

Table 35. Gross Domestic Product per capita in planning 
regions in 2002–2006 in actual prices, in % against the 
national average indicator.

Comparing with previous year and according to es-
timates of CSB, GDP figure of Latvia in 2003 climbed 
by 7.2%, in 2004 – by 8.7%, in 2005 – by 10.6%, in 
2006 – by 11.2% and in 2007 – by 10.3%.

GDP volume is calculated both in actual and com-
parable prices. GDP in comparable prices by excluding 
the influence of prices allows the GDP price trends to be 
assessed more accurately and describes the changes in 

 economics more completely. Currently GDP data have 
been calculated in comparable prices of 2000. The extent 
of GDP increase expressed in comparable prices is half the 
actual prices figure. Within five years GDP per capita in 
actual prices increased in Latvia by LVL 2 421 or by 98.3%, 
but in comparable prices – by LVL 1 117 or 47.8%.

Figure 21. Dynamics of Gross Domestic Product per capita 
in planning regions in 2002–2006, in actual prices, in % 
against the national average indicator.

CSB does not calculate the volume of GDP in com-
parable prices by breaking them down into regions, and 
consequently the volumes and rates of GDP changes 
are analysed in actual prices only.

Total Value Added

The structure of total value added* by types of opera-
tion and their changes within course of time provides the 
opportunity to monitor the structure changes in national 
economy fields, perform analysis of economic activity and 
compare development rates in planning regions. The gen-
eral assessment of economic activity has been presented 
in CSB research in breakdown by statistical regions. But by 
carrying out the respective analysis by breaking it down 
into planning regions, amalgamation of data from two 
statistical regions was required, and namely, data of Pieri-
ga Region and Riga City had to be summarized.

The information regarding the total value added 
is obtained by selection, and therefore in compliance 
with confidentiality limitations CSB indicates that the 
data broken down into regions for 2 out of 15 fields 
are publicly unavailable, in 2006. Agriculture, hunting, 

 *  The total value added in terms of money is expressed in 
the definition of CSB as the difference of output of goods 
and services and the value of intermediate consumption. 
Total value added of a region is the total assessment 
of economic activity by production units (institutions) 
within the statistical region. The basic information is data 
from CSB and information provided by State Treasury, 
State Revenue Service, Financial and Capital Market 
Commission and the Bank of Latvia.
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forestry and fishery are the fields, whose contribution 
in the total value added has been represented only in 
Riga and Kurzeme Regions.

In 2006 in Kurzeme Region the manufacturing in-
dustry (18.6%) had the major percentage in the total 
value added followed by transport, storage and com-
munications (16.9%), wholesale and retail trade, main-
tenance of cars, motorcycles, items of personal use, 
household appliances and equipment (15.5%). Per-
centage of agriculture, hunting and forestry was 6.1% 
in the total value added.

In the period 2002–2006 in Kurzeme Region the 
percentage of real estate operations, lease and other 
commercial activities as well as percentage of construction 
increased by 2.3 percentage points in the total value 
 added, percentage of manufacturing industry – by 1.7 
percentage points. But the percentage of transport, 
storage and communications dropped by 4.4 percentage 
points, wholesale and retail trade, maintenance of cars, 
motorcycles, items of personal use, household appliances 
and equipment – by 1.3 percentage points and water, 
electric power, gas – by 1.2 percentage points.

In 2006 in Latgale Region state administration and 
defence and the mandatory social insurance (16.5%) 
had the largest percentage in the total value added, 
as well as the largest indicator amongst other regions, 
which is twice the national average figure (7.3%). Per-
centage of manufacturing industry was 14.4%, a lower 
percentage of this type of activity was observed only in 
Riga Region, but other regions exceeded the number 
by 3–4 percentage points. Percentage of wholesales 
and retail trade, maintenance of automobiles, motor-
cycles, and items of personal use, household appliances 
and equipment was 13.4%, but percentage of trans-
port, storage and communications – 12.3%.

Comparing with structure of value added in 2002, in 
Latgale Region the percentage of construction climbed 
by 1.9 percentage points and wholesales and retail trade, 
maintenance of automobiles, motorcycles, and items of 
personal use, household appliances and equipment in-
creased by 1.6 percentage points. Contribution of edu-
cation dropped by 1.7 percentage points, percentage of 
electric energy, gas, and water supply – by 1.6 percentage 
points and the relative significance of transport, storage 
and communications – by 1.4 percentage points.

In 2006 in Riga Region the contribution of whole-
sales and retail trade, maintenance of automobiles, mo-
torcycles, and items of personal use, household appli-
ances and equipment exceeded one fifth from the total 
value added, i.e., it was 23.1%, but contribution of real 
estate operations, lease and other commercial activities 
was 18.5%. Percentage of transport, storage and com-
munications was 11.5%.

Comparing with other regions, education, health 
and social care had the smallest proportion in the struc-
ture of total value added produced in Riga Region, but 
wholesales and retail trade, maintenance of automo-
biles, motorcycles, and items of personal use, house-
hold appliances and equipment as well as real estate 
operations, lease and other commercial activities had 
the largest proportion. Contribution of real estate oper-

ations, lease and other commercial activities in the total 
value added of Riga Region was 2–4 times the number 
of other regions.

Within five years the percentage of transport, stor-
age and communication dropped by 4.4 and manu-
facturing industry – by 2.4 percentage points in Riga 
Region. But the percentage increased in value added 
structure for wholesales and retail trade, maintenance 
of automobiles, motorcycles, and items of personal use, 
household appliances and equipment by 3.4 percent-
age points and for financial intermediation by 2.4 and 
construction by 1.8 percentage points.

In 2006 in Vidzeme Region total value added struc-
ture the manufacturing industry had the largest propor-
tion – 17.7%, followed by wholesales and retail trade, 
maintenance of automobiles, motorcycles, and items of 
personal use, household appliances and equipment with 
15.4% and state administration and defence and man-
datory social insurance – 11.2%. Comparing with other 
regions, in the volume of total value added of Vidzeme 
Region real estate operations, lease and other commer-
cial activities had smaller proportion – 4.6%, but electric 
energy, gas, and water supply had an increased percent-
age – 3.8%.

In the period of 2002–2006 the contribution of con-
struction in Vidzeme Region increased by 2.1 percent-
age points, percentage of public, social and individual 
services – by 1.6 percentage points, wholesales and 
retail trade, maintenance of automobiles, motorcycles, 
and items of personal use, household appliances and 
equipment – by 1.4 percentage points. But the percent-
age of manufacturing industry dropped by 1.7 percent-
age points, electric energy, gas, and water supply – by 
1.6, and education – by 1.5 percentage points.

In Zemgale Region the largest percentages were for 
processing industry 17.3%, wholesale and retail trade, 
maintenance of cars, motorcycles, items of personal use, 
household appliances and equipment 16.7%, and educa-
tion – 10.0% in the total value added in 2006. The percent-
age of transport, storage and communications in Zemgale 
Region in the extent of 6.3% was the smallest amongst 
other regions and half the national average figure.

Within the five years the proportion of wholesale 
and retail trade, maintenance of cars, motorcycles, items 
of personal use, household appliances and equipment 
significantly increased in the structure of value added of 
Zemgale region by 6.0 percentage points. Percentage 
of education climbed by 2.2 percentage points and 
public, social and individual services – by 1.0 percentage 
point. But the proportion of electric energy, gas, and 
water supply reduced by 2.6 percentage points, share 
of manufacturing industry – by 2.0 percentage points 
and percentage of state administration and defence and 
mandatory social insurance dropped by 1.3 percentage 
points (see Table 36).

In 2006 wholesale and retail trade, maintenance of 
cars, motorcycles, items of personal use, household ap-
pliances and equipment with 20.8%, real estate opera-
tions, rent and other commercial activity – 14.9% and 
manufacturing industry and transport, storage and 
communications almost equal with 11.8% and 11.4%, 
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respectively, ensured the largest contribution to the to-
tal value added in the country.

Within the last five years the proportion in trans-
port, storage and communication reduced in the na-
tional total value added by 3.7 percentage points, 
manufacturing industry – by 1.9 percentage points and 
agriculture, hunting, forestry and fishery – by 1.1 per-
centage points.

In the same time the relative percentage of whole-
sales and retail trade, maintenance of automobiles, 
motorcycles, and items of personal use, household 
 appliances and equipment increased by 3.1 percentage 
points, construction and financial intermediation – by 
1.8 and real estate operations, lease and other commer-
cial activities – by 1.0 percentage points.

In the total value added of Latvia the proportion of 
percentages of trade and services and the manufacturing 
fields was 74.6% and 25.4%, respectively, in 2006. In the 
period 2002–2006 the share contributed by manufactur-
ing fields reduced by 1.9 percentage points with accord-
ing increase in the share of trade and services.

 new trends in 2008 and 2009
National economy recession in the country began in 

2008 and continued in 2009, what is reflected in GDP 
and changes in the indicators of unemployment rate 
and migration. The increase in Gross Domestic Product 
terminated in 2008, and GDP in percentage against the 
previous year (in comparable prices of 2000) was 95.4% 
by representing a decline in GDP by 4.6%.

Seasonal non-equalized data collected by CSB show 
that in the first quarter 2009, comparing with the first 
quarter 2008, the Gross Domestic Product fell by 18.0% 
(see Figure 22). In the first quarter 2009 the decline in 
GDP took place by volume reductions in the following 
important areas: construction – by 28.2%, trade and 
manufacturing industry – by 25.8% in each, transport 
and communications – by 15.4% (in % against the first 
quarter of the previous year, in comparable prices). Ex-
port of goods that was 61.1% of the total export dropped 
by 22.6%, but volumes of imported goods (79.4% of the 
total import) dropped by 34.2%.

The indicators of changes in GDP will surely reflect also 
in unemployment statistics, migration flows and other so-
cial economic processes with a certain time deviation.

Figure 22. Gross Domestic Product index in 2004–2009, 
in comparable prices of 2000, in % against 
the previous year.

non-financial Investments

Non-financial investments** belong to indicators 
of territory economic development. By analysing the 
changes in the volume of non-financial investments dur-
ing course of time, the economic growth potential of 
national territories can be assessed, but by estimates per 
1 000 inhabitants – to compare the territories in terms of 
development rates. Data regarding non-financial invest-
ments are re-calculated on annual basis in the prices of 
the last reporting year. This time these data have been 
represented in comparable prices of 2007.

Table 36. Structure of total value added by types of operation in planning regions in 2006, in actual prices, in %.

 *  Including the items produced by Latvian resident 
population outside the territory of Latvia.

 **  Non-financial investments comprise long-term 
intangible assets, residential buildings, other buildings 
and constructions, long-term plants, machinery and 
equipment, other fixed assets and inventory as well as 
building of capital assets and spending on unfinished 
construction and capital repairs. The data of non-financial 
investments are obtained by inspecting all governmental 
and municipal companies, institutions and commercial 
companies that employ more than 30 employees and 
whose net turnover exceeded LVL 500 000 in previous 
year. Other commercial companies are inspected by 
random selection, using the simple chance method.
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Volume of non-financial investments per capita in 
2007 was LVL 1 939.5 on average in the country (in-
dividual construction inclusive). Riga Region had the 
largest volume of non-financial investments per capita, 
i.e., LVL 2 758.9, but the extent in Latgale Region was 
around a quarter of that figure – LVL 792.2 (see Table 
37, Figures 23 and 24).

Table 37. Dynamics of non-financial investments per capita 
in planning regions 2003–2007, in the comparable prices 
of 2007, in LVL.

Figure 23. Dynamics of non-financial investments per 
capita in planning regions 2003–2007, in the comparable 
prices of 2007, in LVL.

Figure 24. Non-financial investments per capita in 
planning regions in 2007, in actual prices.

In the period 2003–2007 the most significant in-
crease in non-financial investments per capita was 
observed in Riga Region – by LVL 1 282.6 or 86.9%, 
but in other regions the increase was within the range 
of LVL 200–500; in Vidzeme Region the increase 
was 81.1%, in Zemgale Region – 75.6%, in Kurzeme 
 Region – 45.7% and in Latgale Region – 44.1%.

Amongst republican cities the most significant vol-
ume and also the increase in non-financial investments 
by absolute figures within five years was observed in Riga. 
In 2007 the non-financial investments per capita in Riga 
were LVL 2 926.2 what exceeds the figure of 2003 by 
LVL 1 240.5. But by assessing the increase in non-financial 
investments in 2007 in percentage against 2003, amongst 
the republican cities the most significant increase was 
registered in Jelgava – by 74.5%, it was followed by Riga 
with 73.6%, Rezekne – 71.9%, Jurmala – 63.5%, Liepaja – 
50.1% and Ventspils – 40.2%, but the smallest increase 
was observed in Daugavpils – 29.8%.

Within the period of 2003 to 2007 the regional dis-
parities in volumes of non-financial investments have 
increased. The highest indicator of non-financial invest-
ments per capita in 2007 exceeded the lowest indicator 
by a multiple of 3.5, but in 2003 this factor was 2.7.

 Economically Active Businesses 
and Commercial Companies

Number of economically active market sector sta-
tistical units is a significant indicator of economic activ-
ity.* CSB calculates it by breakdown by regions since 
2004. Eurostat applies the number of economically 
active market sector statistical units by estimates per 
1000 inhabitants to compare the international eco-
nomic activity.

In 2007 there were 128 984 statistical units of mar-
ket sector in Latvia. Riga Region had 66 900 or 51.9% 
of the total number of statistical units, but all remain-
ing regions had figures below 17 000 with percentages 
within the range of 11–13%. Since 2004 the percent-
ages of Riga and Kurzeme Regions in the total number 
of market sector statistical units climbed by 2.1 and 0.9 
percentage points, respectively, but the percentages 
of Vidzeme, Latgale and Zemgale Regions reduced (by 
2.1, 0.7 and 0.2 percentage points, respectively).

In 2004–2007 the number of market sector statis-
tical units increased in the country by almost 27 400. 
Increase in the number of statistical units has been regis-
tered in all regions, but the growth rates are very differ-
ent. Riga Region ensured 59.6% of the growth, Kurzeme 
Region – 16.3%, Zemgale Region – 10.4%, Latgale Re-
gion – 10.3% and Vidzeme Region – 3.4%.

 *  Legal or physical entities, which mostly or completely 
sell their own products or services for an established 
and economically significant price, are considered as 
the statistical units of market sector. The self-employed 
physical entities, individual businesses, farmsteads 
and fisheries, individual businessmen and commercial 
companies qualify for this sector.
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In 2007 the market sector statistical units were divided 
into types of commercial activity as follows: self-employed 
entities (47 990 or 37.2% of the total number of market 
sector statistical units), individual businesses (7 900 or 
6.1%), commercial companies (58 910 or 45.7%) and 
farmsteads and fisheries (14 184 or 11.0%). Comparing 
with 2004, the percentages of self-employed entities and 
individual businesses increased in the total number of 
statistical units (by 1.4 percentage points in every type of 
business), but the percentages of commercial companies 
(by 0.2 percentage points) and farmsteads and fisheries 
(by 2.6 percentage points) reduced.

In 2004–2007 the number of commercial companies 
increased in Latvia by 12 300, number of self-employed 
entities – by 11 600, individual businesses – by 3 100, 
but the number of farmsteads and fisheries increased by 
334 units. Number of self-employed entities, individual 
businesses and commercial companies increased in all 
regions, but the number of farmsteads and fisheries in-
creased in Kurzeme and Latgale Regions and reduced in 
Riga, Vidzeme and Zemgale Regions.

Structure of statistical units in Riga Region is dif-
ferent from the other regions. In 2007 in Riga Region 
commercial companies had the largest percentage 
(64.4% of the total number of statistical units), but self-
employed entities formed the second largest group 
(27.6%). Other regions had a different situation, i.e., 
self-employed entities were the majority, but percent-
age of commercial companies was around half or a 
third of that figure (see Table 38).

Table 38. Economically active market sector statistical 
units in planning regions in 2007.

In 2007 Latvia had 56.7 market sector statistical units 
on average per 1000 inhabitants. Riga and Vidzeme Re-
gions exceeded the national average indicator of the 
number of statistical units with figures of 61.0 and 60.4, 
respectively, per 1000 inhabitants. In Vidzeme Region 
the larger number of farmsteads and fisheries created 
the situation that the total number of market sector sta-
tistical units exceeds the figures of other regions, but the 
contribution of these statistical units in GDP is not that 
significant and according to GDP per capita Vidzeme 
Region has a stable penultimate position amongst the 
five planning regions. In 2007 Kurzeme Region had 
54.9, Zemgale Region – 50.1 and Latgale Region – 47.5 
statistical units per 1000 inhabitants.

In 2007 amongst republican cities the largest number 
of statistical units was observed in Riga – 67.5, but it was 
the smallest in Daugavpils – 33.9, i.e., half the number 
of Riga. Rezekne had the second higher  indicator – 

46.7 units; in Jelgava, Ventspils, Liepaja, and Jurmala the 
indicators were similar – 38–41 units per 1000 inhabit-
ants. Amongst republican cities the largest proportion 
of commercial companies in the total number of market 
sector statistical units was in Riga – 49.1%, but in other 
cities it was a half or a third of that figure.

In the period of 2004–2007 the number of economi-
cally active market sector statistical units per 1000 inhab-
itants increased in the country by 12.7 units on average. 
In Kurzeme Region the increase was 15.5 units, Riga Re-
gion – 14.9, Zemgale Region – 10.7, Latgale Region – 9.6, 
and Vidzeme Region – 5.7 units (see Table 39).

Table 39. The number of economically active statistical units 
per 1 000 inhabitants in planning regions in 2004–2007.

By number of employees the economically active 
market sector statistical units are divided into four size 
groups:

•  micro units – number of employees equal to or less 
than 9;

•  small – number of employees within limits of 10 to 49;
•  medium-sized – number of employees within limits 

of 50 to 249;
•  large – number of employees exceeds 249.

Micro companies and small and medium-sized 
companies (MSC) have a considerable significance in 
the employment and building the Gross Domestic Pro-
duct. In 2007 MSC were 99.7% of all economically ac-
tive market sector statistical units. MSC had the largest 
percentage in Vidzeme Region – 99.9%, in Kurzeme, 
Zemgale and Latgale regions it was 99.8% in each, but 
in Riga Region – 99.6% (see Table 40).

In 2007 in Latvia there were 398 large companies; 
three quarters of them (296 companies) were located 
in Riga Region. In Kurzeme Region there were 35 such 
companies, in Latgale Region – 28, in Zemgale Re-
gion – 24 and in Vidzeme Region – 15. The proportion 
of large companies formed 0.4% of the total number of 
statistical units in Riga Region, in Kurzeme, Zemgale, 
and Latgale Regions – 0.2% in each, but in Vidzeme re-
gion – 0.1%. Within the period 2004–2007 the number 
of large companies increased in the country by 63 com-
panies: 58 in Riga Region, 4 in Kurzeme Region, 2 in 
Latgale Region, 1 in Zemgale Region. In Vizeme Region 
the number of large companies reduced by 2.
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In 2007 in Riga Region three quarters of all market 
sector statistical units operated in trade or provided 
services (74.5%), but in other regions their percentages 
were considerably smaller – within 40–46%. 26.9% on 
average from the total number of statistical units oper-
ated in national agriculture. In Vidzeme, Kurzeme, Zem-
gale and Latgale Regions almost half the statistical units 
were engaged in agriculture, but in Riga Region it was 
only 9.1%. Percentage of companies engaged in indus-
try and energy was similar to all regions – 5–7%, but the 
percentage of construction companies in Riga Region 
was double or triple other regions (see Table 41).

In 2007 Latvia had 66 810 individual businesses 
and commercial companies, which formed 51.8% of 
the number of economically active market sector sta-
tistical units. Riga Region had 46 245 or 69.2% of the 
total number of individual businesses and commercial 
companies in the country, Kurzeme Region – 9.4%, 
Latgale and Zemgale Regions – 7.3% in each, and 
Vidzeme Region – 6.8%. In 2003–2007 the number 
of individual businesses and commercial companies in 
the country increased by 21 500, including Riga Region 
by 15 400, Kurzeme Region – by 1 900, Zemgale Re-
gion – by 1700, Vidzeme Region – by 1300 and Latgale 
Region – by 1200. Irrespective of the increase in the ab-
solute number of individual businesses and commercial 
companies in all regions, the percentage in the total 
number of individual businesses and commercial com-
panies increased only in Riga and Zemgale Regions – 
by 1.2 and 0.2 percentage points, respectively, but in 
Vidzeme, Kurzeme and Latgale Regions it dropped by 
0.3–0.8 percentage points.

In 2007 republican cities had 69.5% of the to-
tal number of individual businesses and commercial 
companies in the country (46 400). In Riga there were 

37 500 or 55.9%, in Liepaja – 3.3%, in Daugavpils – 
3.1%, in Jelgava – 2.5%, in Jurmala – 1.8%, in Vent-
spils – 1.5% and in Rezekne – 1.3% of the total number 
of economically active businesses and commercial 
companies in the country. Comparing with 2004, the 
total share of republican cities reduced in the country 
by 1.0 percentage point.

Number of individual businesses and commercial 
companies by estimates per 1000 inhabitants is 
amongst the basic indicators for describing the 
development level and calculating the development 
index for planning regions and districts.

In 2007 Riga Region had 42.2 businesses 
and commercial companies by estimates per 
1000 inhabitants, but in other regions the 
number was half or a third of that figure. By 
estimates per 1000 inhabitants Kurzeme Re-
gion had 20.6 individual businesses and com-
mercial companies, Vidzeme Region – 18.9, 
Zemgale Region – 17.1 and Latgale Region – 
13.9. Amongst republican cities the largest 
number of individual businesses and com-
mercial companies by estimates per 1000 in-
habitants was observed in Riga – 51.9, but the 
smallest – in Daugavpils. i.e., 19.4.

Within the period 2003–2007 the number 
of individual businesses and commercial companies by 
estimates per 1000 inhabitants increased in Latvia by 
9.9 businesses and commercial companies on average. 
In Riga Region this indicator climbed by 14.1, Kurzeme 
Region – 6.7, Vidzeme and Zemgale Regions – by 6.0 
each, but Latgale Region – by 4.0 units. The largest 
increase was observed in the capital city Riga by 17.5 
businesses and commercial companies by estimates 
per 1000 inhabitants. Jelgava had the second best in-
dicator with increase by 9.3 businesses and commercial 
companies, but in the other republican cities the figure 
was 5–8 businesses and commercial companies by esti-
mates per 1000 inhabitants.

Regional disparities in the number of economi-
cally active businesses and commercial companies per 
1000 inhabitants have increased within the period of 
five years – from a multiple of 2.8  in 2003 to 2.3 in 
2007 (see Table 42 and Figures 25 and 26).

The dynamics of the rates of companies being re-
gistered and liquidated describes the economic acti-
vity of inhabitants. As the statistical data of SIA Lursoft 
show, in 2007 the largest number of newly registered 
 commercial company subjects was registered within 

Table 40. Economically active market sector statistical units in 2004 and 2007 by size groups 
(according to their actual office addresses).

Table 41. Economically active market sector statistical units in 
breakdown by main types of operation in 2007.
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the last 13 years. However, the rates of establishing new 
companies reduced. If in 2006 the number of estab-
lished companies exceeded the figure of previous year 
by 22.7%, then in 2007 the figure exceeded the figure 
of 2006 by only 6.0% (see Figure 27).

Table 42. The number of economically active businesses 
and commercial companies per 1 000 inhabitants in 
planning regions in 2003–2007.

Figure 25. Dynamics of the number of economically 
active businesses and commercial companies per 
1 000 inhabitants in planning regions in 2003–2007.

Figure 26. The number of economically active businesses 
and commercial companies per 1 000 inhabitants in 
planning regions in 2007.

Figure 27. Increase in the number of newly registered 
companies, in % against the previous year.*

In 2008 the number of newly established compa-
nies reduced rapidly, i.e. 11 345 new companies were 
registered in Latvia that is 2 863 companies less than in 
the previous year, i.e., in 2007. In Riga Region 8 000 or 
70.6% of the total number of newly established com-
panies were registered in 2008, but in other regions 
the figure was fewer than 1000 in each. 8.0% of the 
total number of newly established companies was re-
gistered in Zemgale Region, in Kurzeme Region – 7.9%, 
Latgale Region – 7.3% and Vidzeme Region – 6.1% 
(see Table 43).

Table 43. Number of newly registered companies 
in planning regions 2004–2008.*

4 766 companies were liquidated in Latvia in 2008. 
Number of liquidated companies exceeded the figure 
of 2003, but it was much smaller than in 2007. In Riga 
Region 3400 or 70.7% of all companies liquidated in 
the country were liquidated in 2008, but in other re-
gions – fewer than 500 companies in each. Kurzeme 
Region had 10.2% of the total number of companies 
liquidated in the country, Latgale Region – 6.7%, Zem-
gales Region – 6.4% and Vidzemes Region – 6.0% (see 
Table 44).

Table 44. Number of liquidated companies 
in planning regions 2004–2008.*

 * Data of SIA Lursoft.
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By analysing statistical data on registered or liqui-
dated companies within a year (2008 comparing with 
2007), it may be observed that the number of compa-
nies increased in the country by 6600, incl. Riga Re-
gion – by 4600, but in other regions – by 400–600 
companies in each.

Specialists of SIA Lursoft forecast that in 2009 the 
rates of establishing new companies will continue to 
drop, but the trends for amalgamating or franchising 
the companies will increase. Number of insolvent or 
bankrupt companies will increase considerably.

In 2007 the number of persons employed full time 
(according to actual place of employment) was 857 200 
of people on average in the country. Within five years 
the number of employed increased in the country by 
112 500 or 15.1%. In Riga Region the number of em-
ployed climbed by 80 500, which was the largest con-
tribution to the total growth. Number of employed in 
Kurzeme Region increased by 10 900, but in Vidzeme, 
Zemgale and Latgale Regions the increase rate was 
within limits of 8000.

More than half of national figure of employed 
were working in Riga Region, i.e., 515 500 to 60.1%. 
11.6% of the total number of employed in Latvia 
worked in Latgale Region, in Kurzeme Region – 11.4%, 
Zemgale Region – 8.8% and Vidzeme Region – 8.1% 
(see Table 45).

Table 45. The number of persons employed full time in 
planning regions in 2003–2007 (according to actual place 
of employment), thousands of people on average per year.

Within the reporting period the private sector 
reinforced its positions by increase in the economic 
activity. Number of population employed in private 
sector and their percentage in the total number of 
employed increased on annual basis. Within five years 
in the country the percentage of population employed 
in private sector grew and increased by 4.4 percent-
age points on average, but the most significant activ-
ity was observed in Latgale Region, where the per-
centage of employed in private sector climbed by 6.5 
percentage points, in Vidzeme, Kurzeme and Zemgale 
Regions this indicator climbed within limits of 5–6 
percentage points, but in Riga Region – by 3.1 per-
centage points. Amongst Latvian regions Riga Region 
had the highest proportion of employed in private 
sector within the entire reporting period, i.e., 71.4% 
in 2007 (see Table 46).

Table 46. The number of persons employed in private 
sector in planning regions in 2003–2007 (according to 
actual place of employment), in % on average per year.

According to results of Inspection of Labour Force*, 
in 2007 the total number of employed persons in 
Latvia** was 1 119 060 inhabitants. Most of employed 
in 2007 were registered in Riga Region (575 100 or 
51.4% of the total number of employed in the country), 
it was followed by Latgale (158 800 or 14.2%), Kurzeme 
(145 700 or 13.0%), Zemgale (133 400 or 11.9%) and 
Vidzeme (105 900 or 9.5%) Regions. Within five years 
the number of employed population increased in the 
country by 112 100, including Riga Region by 57 400, 
which was almost the total figure of all other regions. 
Number of employed increased in Latgale Region by 
25 900, in Zemgale and Kurzeme Regions – by 12 300 
in each, in Vidzeme Region – by 4200.

Trade and services had the major significance in the 
labour market structure in all regions. In 2007 the total of 
66.7% of the total number of employed in Riga Region 
were employed in the trade and services field, in Latgale 
Region – 57.7%, Kurzeme Region – 57.2%, Zemgale 
Region – 54.6% and Vidzeme Region – 54.4%, but the 
country’s average was 61,5%. In all regions 16–19% of 
the entire employed population was occupied in industry 
and energy. More significant disparities amongst regions 
were observed by number of employed in construction, 
whose percentage fluctuated from 8% to 14%. The larg-
est proportion of persons employed in agriculture was 
registered in Vidzeme Region – 18%, but the smallest – in 
Riga Region, i.e., 4.2% (see Table 47).

Within five years the number of employed in the 
country increased in the service sector (by 97 600) and 
construction (by 51 200), but reduced in agriculture (by 
28 300) as well as in industry and energy (by 5600).

Employment rate is a good indicator for describing 
the economic development of Latvian regions and ac-
tivity of population; employment rate is the percent-
age of the number of employed inhabitants in the to-
tal number of inhabitants at the respective age. CSB 
provides information describing the employment rate 
regarding population aged from 15 to 74. Employment 
rate shows how many working age inhabitants are ac-
tually employed in the national economy within the re-
spective period of time.

 *  Number of employed has been represented at 
the end of year.

 *  Main indicators of Inspection of Labour Force in 2007. 
Riga, CSB, 2008.

**  Employed inhabitants – all persons aged from 15 to 64, who 
performed any work during the reporting week either for 
a salary or were remunerated with goods or services. The 
self-employed persons in business, farmsteads or professional 
practice are also considered as employed inhabitants.



39

Table 47. Breakdown of employed persons by the main types 
of activity in 2007, in % of the total number of employed 
inhabitants.

In 2007 Riga Region had the highest employment 
rate (65.7%) amongst other regions, it was followed by 
Kurzeme Region (61.6%), but the lowest employment 
rate was observed in Latgale Region (56.3%). The em-
ployment rate climbed in all regions comparing with 
2003, but comparing with 2006, – in four regions. In 
the last year of the reporting period the employment 
rate reduced by 0.8 percentage points in Zemgale Re-
gion (see Table 48).

Table 48. Employment rate of inhabitants 
in 2003–2007, in %.

Personal Income tax

Revenues from personal income tax in local 
govern ment basic budgets are describing the extent 
of permanent income of inhabitants and their welfare 
to a certain degree. In Latvia the personal income tax 
constitutes the majority of revenues in local govern-
ment budgets. Within the recent years this indicator 
had a significant increase, but by assessing its changes 
broken down by time, it should be considered that 
the increase was related not only with the increase in 
revenues but also with the fact that the share trans-
ferred to local governments increased for the personal 
income tax. Until 2005 71.6% of the personal income 
tax was transferred to the local government budgets, 
in 2005 local governments received 73%, in 2006 – 
75%, in 2007 – 79%, in 2008 it was 80%, but 83% are 
forecasted for 2009.

In 2007 the average extent of personal income tax 
in the local government budgets was LVL 308.7 per ca-
pita. In Riga Region the indicator reached LVL 390.7 per 
capita, but in other regions it was two-thirds or a half 
that amount, i.e., Zemgale Region – LVL 259.5, Kurzeme 

Region – LVL 249.9, Vidzeme Region – LVL 239.0 and 
Latgale Region – LVL 189.0 per capita.

In 2007 the extent of personal income tax per ca-
pita in Riga Region exceeded the national average rate 
by 28%, but in other regions the indicator fell behind 
the average figure. The extent of personal income tax 
in Vidzeme, Kurzeme, Zemgale and Latgale Regions 
ranged within 61%–84% of the national average in-
dicator.

In Riga Region the extent of personal income tax 
per capita exceeded the national average indicator 
even after excluding republican cities from the calcula-
tion. The high level of the indicator was registered due 
to Riga and Jurmala, and largely also due to revenues in 
local governments in vicinity of the capital city.

The revenues of personal income tax per capita 
have almost tripled in all regions within the period 
2003–2007 in the local government budgets. In Lat-
gale and Zemgale Regions the extent of personal in-
come tax in local government budgets increased 2.9 
times, inVidzeme Regions – 2.8 times, but in Riga 
and Kurzeme Region – 2.6 times. In absolute figures 
the largest increase in personal income tax revenues 
in local government budgets per capita in five years 
was registered in Riga Region – by LVL 242.7, but the 
smallest was in Latgale Region – by LVL 122.9. In Zem-
gale Region the extent of the tax per capita increased 
by LVL 168.5, in Vidzeme Region – by LVL 154.1, but 
in Kurzeme Region – by LVL 153.4 (see Table 49 and 
 Figures 28, 29 and 30).

Table 49. Amount of personal income tax per capita in 
the local government budgets, in planning regions, in 
2003–2007, in LVL.

Amongst the large cities in 2007 the most significant 
extent of personal income tax per capita in local govern-
ment budgets was registered in Riga – LVL 418.5, it was 
followed by Jurmala – LVL 402.8, Valmiera – LVL 394.0, 
Ventspils – LVL 369.7 and Jelgava – LVL 349.3. The small-
est figures were registered in Daugavpils – LVL 235.8 and 
in Jekabpils – LVL 248.2.

By assessment of changes in personal income tax 
during course of time the influence of changes in prices 
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shall be taken into account, because inflation reduces 
the relative value of the increase. Data of CSB show that 
the consumer prices in 2007, comparing with 2000, 
increased by 43.0%, but comparing with 2005 – by 
17.3% and comparing with 2006 – by 10.1%.

Figure 28. Dynamics of the amount of personal income 
tax per capita in the local government budgets, in 
planning regions, in 2003–2007, in LVL.

Figure 29. Amount of personal income tax per capita in 
the local government budgets, in planning regions, in 
2007.

Within the period of 
five years, i.e., from 2003 
to 2007, the regional dis-
parities remained by vol-
ume of personal income 
tax per capita in local 
 government budgets. In 
2007 the gap between 
Riga Region and Latgale 
Region was multiple of 
2.1, but in 2003 – 2.2.

Figure 30. Increase in the amount of personal income tax 
per capita in the local government budgets, in planning 
regions, in 2003–2007.

The data on breakdown of the number of em ployees 
in 2008 by amount of gross pay does not show yet any 
new changes in the welfare of population. In October 
2008 the gross pay was calculated within range of 
LVL 200–400 for 31.5% of the number of employed, or 
for one in three employees. 20.7% employees had pay 
in the extent of LVL 400–600, 11.5% – LVL 600–800, 
and 12.5% – above LVL 800. The percentage of em-
ployed with calculate pay equal or below LVL 200 was 
23.7% (see Table 50).

Comparing with the survey data of the previous 
year, i.e., 2007, the number of employed paid up to 
LVL 200 reduced in Latvia by 84 900. The percentage 
of such employees in the total number of employed 
dropped by 10 percentage points (from 33.7% to 
23.7%). The increase in the number and percentage of 
employed was observed in all remaining pay groups. 
The percentage of employed with calculated pay within 
the limits of LVL 200–400 increased in the total number 
of employed from 29.9% to 31.5%, the percentage 
of employed with calculated pay within the limits of 
LVL 400–600 increased from 18.7% to 20.7%, and the 
percentage of employed with calculated pay within the 
limits of LVL 600–800 increased from 9.0% to 11.5%, 
but the percentage of employed with calculated pay 
within the limits above LVL 800 increased from 8.7% 
to 12.5%.

In 2008 the number of employed receiving the mi-
nimum state provided monthly pay slightly reduced. In 
October 2007 73 300 of employed or 9.2% of the total 
number of employed received the minimum pay, but 

Table 50. Breakdown of the number of employed by monthly gross pay in planning 
regions in October 2008, in %.
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in October 2008 – 70 100 or 9.0%. 61 900 or 88.3% 
 employees receiving the minimum monthly pay in Oc-
tober 2008 were employed in private sector. Within 
two years the number or employees with minimum pay 
in the private sector dropped by 2800, but in public 
sector – by 400.

The breakdown of pay by years is changing accord-
ing to the minimum state provided monthly salary in 
the relevant year. Since 2000 the minimum monthly 
salary has climbed by multiple of almost 3 (in 2000 – 
LVL 50.0, from July 2001 to the end of 2002 – LVL 60.0, 
in 2003 – LVL 70.0, in 2004 and 2005 – LVL 80.0, 
in 2006 – LVL 90.0, in 2007 – LVL 120.0, in 2008 – 
LVL 160.0).

The breakdown of employees by extent of gross pay 
reflects the disparities of income of inhabitants in plann-
ing regions. In 2008 in Latgale Region 15% of em ployees 
had the calculated gross pay in the extent equal and 
below LVL 160, but Riga Region had a half this  figure – 
7.7%. In other regions the percentage of employees 
with calculated pay equal to or below LVL 160 ranges 
between 10% – 11%. Significant disparities amongst 
regions were observed also in the pay groups LVL 600–
800 and above LVL 800. Percentage of employees with 
pay LVL 600–800 was 12.6% in Riga Region, in Vidzeme, 
Kurzeme and Zemgale Regions – approximately 9–10%, 
but in Latgale Region – 7.4%. But the percentage of em-
ployees with pay above LVL 800 constituted 15.3% in 
Riga Region, but in Latgale Region – 4.2%. In Zemgale 
Region the pay above LVL 800 has been calculated for 
8.3% of employees, in Kurzeme Region – 8.2% and in 
Vidzeme Region – 6.5%.

Within two years time, comparing 2008 to 2006, the 
percentage of employed with calculated pay equal to 
or below LVL 200 reduced in all fields, but in the group 
earning above LVL 800 the percentage of employed in-
creased in financial intermediation to the most signifi-
cant extent – from 28.6% to 39.7%, in electric energy, 
gas, and water supply field – from 15.1% to 21.7%, in 
transport, storage and communications – from 9.1% to 
14.7%, in education – from 5.1% to 14.8%.

In the period 2003–2007 the average gross month-
ly pay increased for employed from LVL 192 to LVL 398, 
but the net pay – from LVL 138 to LVL 286.

Unemployment

The unemployment rate* is amongst the main so-
cial indicators, it represents the percentage of human 
resources unused and available already in short-term 
for national economy in the economically active popu-
lation in the age group from 15 to 74 within the respec-
tive period of time.

The number of unemployed registered in Latvia at 
the beginning of 2008 was 52 321. In the total number 
of unemployed 35.6% were registered in Riga Region, 
28.7% – in Latgale Region, but in the remaining three 
regions – 10–14% in each (see Figure 31).

Figure 31. Proportion of unemployed of planning regions 
in the total number of unemployed of the country at the 
beginning of 2008, in %.

Within the reporting five years the number of reg-
istered unemployed reduced in the country by 38 200, 
including Latgale Region – by 13 000, Riga Region – by 
7700, Kurzeme Region – by 6900, Zemgale Region – by 
5900, and Vidzeme Region – by 4700.

At the beginning of 2008, as in previous years, the 
highest unemployment rate amongst regions was regis-
tered in Latgale Region – 6.6%, but the lowest – in Riga 
Region – 2.6%. The unemployment rate of Vidzeme, 
Kurzeme and Zemgale Regions ranged within limits of 
3.3%–3.6% (see Table 51 and Figures 32, 33 and 34.)

Within the analysis period the unemployment level 
reduced in the country on average by 2.2 percent-
age points – from 5.7% at the beginning of 2003 to 
3.5% at the beginning of 2008.  The most significant 
reduction in unemployment was registered in Latgale 
Region – by 5.4 percentage points. In Zemgale and 
Kurzeme Region the unemployment rate dropped by 
3.3 percentage points in each, in Vidzeme Region – by 
2.7 percentage points and in Riga Region – by 1.4 per-
centage points.

Table 51. Unemployment rate in planning regions at the 
beginning of 2003–2008, in %.

 *  SRDA calculates the unemployment rate as the percentage 
of unemployed registered with State Employment Agency 
in the number of working age population. Both indicators 
are available for all state administrative territories, and 
therefore comparison of unemployment rate amongst 
territories is feasible in a single group of territories, as well 
as amongst various groups of territories.
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Figure 32. Dynamics of unemployment rate in planning 
regions at the beginning of 2003–2008, in %.

Figure 33. Unemployment rate in planning regions at the 
beginning of 2008.

Figure 34. Changes in unemployment rate in planning 
regions at the beginning of 2003–2008.

After excluding indicator fluctuations by years, the 
changes in the unemployment rate at the beginning 
of 2008 have been calculated also against the average 
indicator at the beginning of 2003–2007. In the present 
assessment the reduction in unemployment rate is rela-
tively smaller – in the country in total by 1.6 percentage 
points, in Latgale Region – by 4.7 percentage points, 
in Vidzeme, Kurzeme and Zemgale Regions – by 3.0 
percentage points in each and in Riga Region – by 1.1 
percentage points.

Disparities amongst planning regions in terms of 
employment slightly reduced within the reporting pe-
riod, but they still remained and are regarded as very 
significant. The unemployment rate in Latgale Region 
was 3.0 times the figure of Riga Region at the begin-
ning of 2003, but at the beginning of 2008 – 2.6 times 
the figure.

At the end of 2007 women constituted the majority 
of registered unemployed in the country, i.e., 61.6%. 
In absolute figures it means 32 212 unemployed wo-
men, 37.2% of which were from Riga Region, 26.4% – 
from Latgale Region, 13.8% – from Kurzeme Region, 
12.3%  – from Zemgale Region and 10.3% – from 
Vidzeme Region.

The smallest percentage of unemployed women in 
the total number of registered unemployed was observed 
in Latgale Region – 56.6%, but it was the highest in Riga 
Region – 64.3%. Within the reporting five years the pro-
portion of women in the number of all registered unem-
ployed has increased in all regions (see Table 52).

Table 52. Proportion of women in the total number of all 
registered unemployed in planning regions at the end of 
2003–2007, in %.

In the near future Latvia will increasingly face prob-
lems, which refer to the entire European Union in 
general, i.e., ageing of human resources, migration of 
labour force, and attraction of guest workers. The situ-
ation of Latvia is particular, since countries, which are 
small in terms of population, are influenced by loss of 
human resources to a much greater extent. With the 
reduction in the number of working age population the 
state is interested in maintaining the inhabitants in the 
labour market for a period as long as possible.

 new trends in 2008 and 2009
According to the data of State Employment Agency, 

on December 31, 2008 the country had 76 435 regis-
tered unemployed, which exceeds the number at the 
turn of 2007 into 2008 by 24 114. Within five months 
of 2009 the lines of unemployed extended by 50 160 
persons (see Figure 35).

The unemployment rate increased in Latvia dur-
ing 2008 by 1.6 percentage points, but within first 
five months of 2009 – by 6.2 percentage points. On 
December 31, 2008 the percentage of unemployed in 
the working age population of the country constituted 
5.1%, but on May 31, 2009 – 11.3%.

Within the first five months of 2009 the unemploy-
ment rate increased 2 times in 7 districts of Latvia, in 
11 districts – 3 times, and 4 times in 8 districts (see 
Figure 36).
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Figure 35. Number of unemployed at the end of 2004–
2008 and on May 31, 2009.*

territory Development Index

Territory development index is applied for quanti-
tative description and comparison of social economic 
development of planning regions. Development index 
describes the territory development level in the as-
sessed year and it may be referred to as the index of 
territory development level or index of the reporting 
year. The development index does not reflect the origin 
of development processes. This fact can be explained 
by the factor that by calculating the index the average 
figure and the standard deviation are calculated on the 
basis of the same year, by which the assessment of ter-
ritories is carried out. Therefore the average figure of 
each basic indicator and also the entire level index is 
zero within each year and each group of territories. If 
such index is calculated for the same group of territo-
ries regarding several years, the arithmetic average fig-
ures are zeros for every year, and the development has 

not been represented as a process. Certainly, the value 
of this index is changing yearly for each territory, and 
thereby the comparative course of development can 
be observed instead of the general course. The index 
represents, whether the territory’s development rate is 
either speeding up or lagging behind next to the other 
territories in the group.

In such conditions amongst Latvian planning re-
gions only Riga Region boasts positive figures of de-
velopment index, but all remaining regions have nega-
tive figures to various extents. The situation may be 
explained by the significant proportion of Riga Region 
in the country and the sharply different social eco-
nomic development, which stands out from the back-
ground of other regions. In Riga Region the changes 

in  development index figures take place in the scope 
of positive indexes, though, according with data of 
2007, its figure reduced by 0.012 units comparing with 
2006 and reached 0.999. In the ranking table of plann-
ing regions Riga Region had the first position as in the 
 preceding years.

According to data of 2007, the development in-
dex for Latgale Region, constantly occupying the 
last position of the regional ranking table, slightly 
improved mostly due to reduction in the unemploy-
ment rate.

According to data of 2007, Zemgale Region repre-
sented a noticeable development by pulling ahead of 
Kurzeme Region in the ranking table and occupying 
the second position for the first time since the territory 
development index is being calculated. Mostly due to 
social indicators, in Zemgale Region the development 
index figure exceeded the figure of Kurzeme Region by 
0.131 units. Zemgale Region, comparing with Kurzeme 
Region, had lower unemployment rate, larger extent 
of personal income tax per capita, lower  demographic  * Data of State Employment Agency.

Figure 36. Unemployment rate in Latvian districts on December 31, 2008 and on May 31, 2009.*
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burden and increased population density. But eco-
nomic indicators were higher in Kurzeme Region, i.e., 
larger GDP per capita and extent of non-financial in-
vestments per capita and more businesses and com-
mercial companies per 1000 inhabitants. Within the 
recent years Zemgale Region had a comparatively 
higher index of attraction (indicator of changes in 
population number); in Kurzeme Region the popula-
tion reduced by 3.8% within the reporting five years, 
but in Zemgale Region – by 2.7%.

According to data of 2007, the figures of develop-
ment index reduced for Kurzeme Region and also slightly 
for Vidzeme Region. In the ranking table Kurzeme 
Region dropped to the third place, but Vidzeme Region 
maintained its regular fourth place (see Table 53, 
Figures 37, 38 and 39, as well as Annex 1).

In 2007 Riga Region held first place amongst all five 
Latvian planning regions in all indicators describing 
the development applied for calculating the develop-
ment index. But Latgale Region brought up the rear 
in six indicators and held third position in indicators 
of demographic burden and population density (see 
Table 54).

In all regions GDP per capita contributes the largest 
figure to the development index. In Riga Region GDP 
per capita increased the extent of national average in-
dicator significantly and is the main comparable indica-
tor or the yardstick. It determines the positive value of 
Riga Region index, while in other regions the respective 
component is negative, since GDP per capita does not 
reach the national average.

Table 53. Development index of planning regions, 
according to data of 2003–2007.

Figure 37. Dynamics of development index of planning 
regions, according to data of 2003–2007.

Figure 38. Development index of planning regions, 
according to data of 2007.

Figure 39. Changes in the development index of planning 
regions, according to data of 2003–2007.

Table 54. Territorial disparities in Latvian planning 
regions, according to data of 2007.

As in the previous year, also in 2007 population 
density may be referred to as the second most signifi-
cant component constituting the development index 
in Riga Region, in Vidzeme and Kurzeme Regions it is 
demographic burden level, but in Zemgale Region – 
number of businesses and commercial companies per 
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1000 inhabitants. In Latgale Region unemployment 
is the second most important component, as it pro-
vides the second largest negative item in the figure of 
develop ment index.

Unemployment rate becomes the third most impor-
tant component of development index in Riga Region, 
in Kurzeme Region it is the extent of personal income 
tax per capita, in Zemgale Region – extent of non-finan-
cial investments per capita. Changes in population were 
the third most significant component both for Vidzeme 
and Latgale Regions. Other components have a relative-
ly smaller influence on the development index.

Disparities amongst planning regions in terms of 
social economic development by figures of develop-
ment index have reduced only slightly within the re-
porting five years. In 2003 the gap of development in-
dex figures of Riga and Latgale Regions was 2.286, but 
in 2007 – 2.266.

It may be concluded that generally the levels of eco-
nomic development of planning regions are consider-
ably different not only in figures of territory develop-
ment index, but also in figures of components included 
in its calculation. Within five years the disparities in 

GDP per capita, non-financial investments per capita 
and number of individual businesses and commercial 
companies per 1000 inhabitants increased, but they 
have slightly reduced for unemployment level and ex-
tent of personal income tax per capita.

In order to assess the general development of Latvia 
and its territories and for comprehensive assessment of 
consecutive changes in the social economic life, the 
development shall be analysed in combination, i.e., 
by employment, revenues of population, GDP, invest-
ments, expressions of business activity, their structure, 
changes by time and interrelated interactions of indi-
cators, and also the analysis shall be concluded with 
a special or additional thematic study of causes for 
changes, It is required for identifying also the territory-
specific causal relationships in terms of social economic 
development, in order to determine reasons for the 
emergence of disparities in development of planning 
regions and territories as well as to find an approach, 
which would best utilize the resources in territories, 
including maintaining social economic potential and 
increasing its development.
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On June 1, 2009 in Latvia the group of local 
 govern ments of towns had 7 republican cities, 50 district 
towns and 20 novads with towns as their centres.*

The data regarding towns with rural territories and 
novads with towns as their centres include all the ter-
ritorial units in their area – towns, rural territories of 
towns and the former territories of pagasts amalgamat-
ed in novads –, and basically they cannot be separated 
from the indicators describing the individual develop-
ment of the respective towns.

Description of town development is based on the 
basic indicators constituting the calculation of develop-
ment index: unemployment rate, amount of personal in-
come tax per capita in local government budgets, level 
of demographic burden, and changes in size of popula-
tion within the recent five years. Towns are divided into 
size groups by population figure and by development 
groups using figures of development index. Data re-
garding market sector statistical units have been applied 
for describing the economic activity of population.

Population

According to data of CSB, the percentage of in-
habitants of towns formed 67.9% of the total national 
population at the beginning of 2008 (at the beginning 
of 2003 – 67.8%).

Latvian towns are considerably different in terms of 
population. The largest Latvian city Riga had 717 371 
inhabitant on January 1, 2008, but the smallest town 
Subate with rural territory had by 638 times less, i.e., 
1 124 inhabitants. 20 800 inhabitants on average resid-
ed in one Latvian town, but after excluding republican 
cities the figure is 7100.

At the beginning of 2008 35 Latvian towns had 
population below 5000, in 18 towns the population 
figure ranged within 5000 and 10 000, in 12 towns – 
from 10 000 to 20 000, in 5 towns – from 20 000 to 
30 000, in 5 towns – from 30 000 to 100 000. Also 
Daugavpils with 105 958 inhabitants had a population 
figure above 100 000 along with Riga.

Population Change

At the beginning of 2008 the population in towns 
and urban novads of Latvia was 1 612 900. Since the 
beginning of 2003 the population of this group of 

 territories reduced by 40 500. Population increased in 
12 towns in total by 7800 inhabitants, and reduced in 
65 towns in total by 48 300.

Population growth was observed in 5 towns and 
novads of Riga District in 4 novads of Ogre District, 
and in Tukums, Jurmala and Jaunjelgava with rural terri-
tory. In absolute figures the most significant increase in 
population was registered in Ikskile novads (by 1500), 
Salaspils novads (by 1200) and Balozi (by 1100). But 
the most significant reduction in population took place 
in republican cities – Riga (by 21 900), Daugavpils (by 
6700), Liepaja and Rezekne (by 1900 in each).

Comparing with the beginning of 2003, at the be-
ginning of 2008 the reduction in population exceeding 
10% featured in Ainazi with rural territory (by 15.0%), 
Vilaka (by 11.9%), Ape with rural territory (by 11.8%), 
Ligatne (by 11.2%) and Viesite with rural territory (by 
10.2%). But increase in population exceeded 10% in 
Balozi (by 29.4%) and Ikskile novads (by 23.5%). In 
Baldone novads the population increased by 9.5%, 
Saulkrasti novads – by 8.7% and Salaspils novads – by 
5.7% (see Figure 40).

Figure 40. Largest change in population in towns and 
urban novads at the beginning of 2003–2008, in %.

Reduction of population took place within the re-
ported five-year period slightly more slowly than in the 
previous periods. From 1999 to the beginning of 2004 

V. DeSCRIPtIon oF LoCAL GoVeRnMentS GRoUPS

DeSCRIPtIon oF toWnS AnD CItIeS

 *  On January 1, 2008 – 7 republican cities, 52 district 
towns and 18 novads with towns as their centres. Baldone 
novads and Saulkrasti novads were established in 2008.
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the population in the group of local municipalities of 
towns dropped by 6.2%, from 2000 to the beginning 
of 2005 – by 3.2%, but from 2003 to the beginning of 
2008 – by 2.5%.

Changes in population figure in local municipalities 
from 2003 to the beginning of 2008 have been repre-
sented in Figure 54.

Demographic Burden

The demographic and social economic potential 
of territories is largely determined by population age 
structure and relations amongst the main age groups. 
Irrespective of the fact that the population in the coun-
try has been constantly reducing in the country within 
recent years, the number of elderly people is system-
atically increasing, and its percentage increases even 
more rapidly. Ageing of population structure is most 
significantly promoted by low birth rate.

Demographic burden level is a composite indica-
tor describing the population structure. Demographic 
burden describes the proportion of children and retired 
inhabitants against working age inhabitants.

In the Latvian group of local governments of towns 
the demographic burden was on average 518.0 chil-
dren and retirement age inhabitants per 1000 work-
ing age inhabitants at the beginning of 2008, which is 
slightly below the national average (524.0). Comparing 
with the beginning of 2003, the demographic burden 
level dropped in towns (579.8) by 10.7%.

At the beginning of 2008 in the group of towns 
three of them had the highest demographic burden 
rate, i.e., above 700 children and retired inhabitants per 
1 000 working age inhabitants, Varaklani (726.5), Maz-
salaca with rural territory (723.3) and Ligatne (712.7). 
At the beginning of 2003 such demographic burden 
level featured in 15 towns.

Amongst towns the comparably lowest demo-
graphic burden level at the beginning of 2008 was 
registered in Balozi (388.0), Vangazi (468.1), Salaspils 
novads (470.5), Balvi (472.3) and Piltene with rural ter-
ritory (473.6).

Amongst the republican cities the lowest demo-
graphic burden was observed in Daugavpils (474.6) 
and Rezekne (495.0), but Liepaja had the highest figure 
(552.8). In the capital city the figure reached 512.4 chil-
dren and retirement age inhabitants per 1 000 working 
age inhabitants (see Figure 41).

During the analysis period of time the demograph-
ic burden dropped in all 77 towns. At the beginning 
of 2003 Latvia had only two towns, i.e., Balozi and 
Olaine, where the number of children and retirement 
age inhabitants per 1 000 working age inhabitants was 
below 500, but at the beginning of 2008 there were 
13 such towns.

In terms of territory development it is important to 
identify the structural changes in main age groups of 

population by paying attention to the proportion of 
number of children and retirement age inhabitants al-
lowing to judge upon the labour force resources and 
character of generation alternation. Low level of demo-
graphic burden is not regarded as a favourable condi-
tion for territory development in the long-term if low 
birth rate is present at the same time.

Figure 41. Highest and lowest indicators 
of demographic burden in towns and urban 
novads at the beginning of 2008.

Within five years the percentage of working age 
population climbed in towns from 63.3% to 65.9% in 
total. Raising the minimum retirement age for women 
has provided a statistically significant contribution to 
the population figure at the officially prescribed work-
ing age. However, the situation of ensuring labour force 
and natural reproduction of population is unfavourable, 
taking into consideration the ageing of the population 
as a whole. Reduction in the number and percentage 
of children has promoted the increase in percentage in 
working age population.

Percentage of children in local governments of 
towns reduced within five years from 14.8% to 13.3%, 
but the percentage of retirement age population – from 
21.9% to 20.8%. Due to the various rates of reduction, 
the predominance of retirement age population in-
creased against the number of children by a multiple 
of 1.5 to 1.6.

The indicators of demographic burden in local mu-
nicipalities at the beginning of 2008 have been repre-
sented in Figure 55.
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Personal Income tax

Revenues of personal income tax in the budgets 
of local governments allow judging upon the welfare 
of population to a certain extent. By assessment of 
 changes in the indicator during course of time, it should 
be taken into account that the increase in the yearly 
revenues has been related not only to the increasing in-
come of inhabitants but also to the increasing share of 
the tax transferred to the budget of local governments, 
and also the amount of taxable income has changed 
during the review period. Also the influence of inflation 
has not been excluded from calculations of personal 
income tax, but the increase in prices may actually re-
duce the increase in welfare level.

State Revenue Service is the administrative institu-
tion for personal income tax. Three local governments, 
i.e., Riga, Liepaja and Ventspils cities which collect the 
tax by themselves, are exceptional.

In 2006 in the towns of Latvia the average revenues 
of personal income tax per capita in the budgets of 
local governments were LVL 353.0 what exceeds the 
figure of rural local governments by LVL 150.6 and the 
national average by LVL 44.3.

Significant disparities by extent of personal income 
tax can be observed within the reviewed group of local 
governments. In the year 2007, as well as in 2006, in 63 
towns (82% of all towns) the personal income tax was 
below the average indicator of the entire group of Latvi-
an towns. Amongst towns a significant stratification can 
be observed by revenues, because the largest volume of 
personal income tax in local government budgets per 
capita exceeded the lowest indicator by multiple of 5 
in 2007. However, in the group of rural territories the 
proportion is even larger, i.e., 8 times.

Amongst towns, in 2007 the highest volumes of 
personal income tax per capita in local government 
budgets were registered in Ikskile novads (LVL 426.3) 
and Balozi (LVL 402.0), but amongst the republican ci-
ties – in Riga (LVL 418.5) and Jurmala (LVL 402.8). In 
the group of all towns the smallest volumes of personal 
income tax per capita were registered in Subate with 
rural territory (LVL 91.0) and Zilupe novads (LVL 131.1), 
but amongst the republican cities – in Daugavpils 
(LVL 235.8) and Liepaja (LVL 269.8) (see Figure 42).

The group of Latvian towns with personal income 
tax revenues up to LVL 200 per capita included 22 
towns in 2007, group from LVL 200 to LVL 300 per 
capita – 29 towns, group from LVL 300 to LVL 400 
per capita – 22 towns, and group above LVL 400 per 
 capita – 4 towns.

Within five years the personal income tax revenues 
increased in all towns, but the volume of increase  varied. 
The most significant increase was registered in local 
governments, where the personal income tax revenues 
per capita had already been the highest, and vice versa. 
As with the largest and lowest volume of personal 
income tax, also their increase differed 5 times. In Ikskile 
novads the personal income tax revenues per capita in 
local government budget increased by LVL 273.7, but 
in Subate with rural territory the increase was LVL 56.3. 

In Jurmala the personal income tax revenues per  capita 
increased by LVL 263.1, in Riga – by LVL 258.2, in 
 Valmiera – by LVL 252.1.

Figure 42. Towns and urban novads with the highest 
and lowest amount of personal income tax per capita 
in local governments’ budgets in 2007, in LVL.

Figure 56 represents the amount of personal income 
tax per capita in local government budgets in 2007, 
but its changes in 2007 against the average indicator in 
2003–2006 – in Figure 57.

Unemployment Rate

At the beginning of 2008 the unemployment rate 
within group of towns (3.2%) was close to the national 
average (3.5%), but it was lower than the average of 
rural local governments by 1.2 percentage points.

At the beginning of 2008 the lowest unemployment 
rate within group of towns was registered in Baldone 
novads (1.5%), Piltene with rural territory (1.8%) and 
Saka novads (1.9%). Unemployment rate exceeded the 
limit of 10% in five towns. Those were the territories 
of Latgale Region local governments – Zilupe novads 
(16.2%), Vilani (14.4%), Karsava (13.1%), Vilaka (11.2%) 
and Livani novads (10.2%). Amongst republican cities 
at the beginning of 2008 Riga had the lowest unem-
ployment rate – 2.4%, but Rezekne had the highest – 
5.7% (see Figure 43).

Within the reporting period in group of towns the 
disparities in unemployment rate ranged considerably 
from 1.5% (in Baldone novads at the beginning of 2008) 
to 23.3% (in Zilupe novads at the beginning of 2006). 
The unemployment rate reduced in towns in general, 
but it fluctuated in many towns by separate years.
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Figure 43. Highest and lowest indicators of 
unemployment rate in towns and urban 
novads at the beginning of 2008, in %.

In order to reduce the influence of separate chan-
ges, the indicators of unemployment rate in the 
beginning of 2008 were compared with the averages 
of the period 2003–2007; reduction in unemployment 
rate was observed in all towns, except for Sigulda 
novads and Saldus, where the unemployment rate 
increased by only 0.1 percentage points in each. The 
most significant reduction in unemployment level 
was observed in Ludza (by 8.5 percentage points), 
Priekule (by 7.2 percentage points), Livani novads 
(by 6.0 percentage points) and Preili novads (by 5.9 
percentage points), but amongst republican cities – 
in Liepaja (by 4.1 percentage points). In the group 
of towns the unemployment rate reduced by 1.9 
percentage points on average.

Within five years the disparities in unemployment 
level indicators increased significantly in the group of 
Latvian towns. If the highest unemployment rate indi-
cator differed from the lowest indicator 8.5 times at the 
beginning of 2003, then at the beginning of 2008 the 
multiple was 10.8.

The unemployment rate in local municipalities at 
the beginning of 2008 is represented in Figure 58, 
but its changes at the beginning of 2008 against the 
 average indicator 2003 – at the beginning of 2007 – in 
Figure 59.

The sharpest territorial disparities in basic develop-
ment indicators in Latvian towns according to data of 
2007 and the beginning of 2008 have been represent-
ed in Table 55.

Table 55. Territorial disparities in Latvian towns and 
urban novads in 2008 and at the beginning of 2008.

 Economically Active Market 
Sector Statistical Units

According to data of CSB registers of companies and 
organisations, in 2007, 87 100 market sector statistical 
units or 67.5% of the total number of market sector sta-
tistical units in the country were operating in the group 
of local governments of towns. The present group of 
local governments had 87.0% of the total number of 
commercial companies in the country, 82.6% of the to-
tal number of individual businesses, 57.2% of the total 
number of self-employed entities and 12.9% of total 
number of farmsteads and fisheries in the country.

Commercial companies constituted the major part 
of the total number of market sector statistical units in 
the group of towns – 58.9%. The percentage of self-em-
ployed entities was 31.5%, individual businesses − 7.5%, 
and farmsteads and fisheries − 2.1% (see Table 56).

Table 56. Breakdown of economically active market sector 
statistical units by types of commercial activity in 2007.

Comparing 2007 with 2006, the percentage of 
self-employed entities and farmsteads, and fisheries in-
creased in the total number of market sector statistical 
units of the group of local governments of towns, but 
the percentage of individual businesses and commer-
cial companies reduced.

The structure of market sector statistical units by 
types of business activity in the group of towns is simi-
lar to the common national structure, but it is remark-
ably different from the group of rural territories, where 
the self-employed entities constitute the largest per-
centage.
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Individual businesses and commercial companies 
provide the most significant contribution to building 
the national GDP. In 2007 57 700 or 86.4% of the to-
tal number of individual businesses and commercial 
companies of the country operated in the local govern-
ments of the group of towns. The local governments 
of the group of towns had 365 large companies*, 2200 
medium-sized companies, 10 800 small companies 
and 44 400 of micro companies. Structure of individual 
businesses and commercial companies by size groups 
has been represented in Table 57.

Table 57. Economically active individual businesses and 
commercial companies by breakdown by size groups in 2007.

Comparing 2007 with 2006, the percentage of mic-
ro companies reduced in the group of towns by 0.9 
percentage points, but the percentage of small compa-
nies increased by the same figure of percentage points. 
Percentages of medium-sized and large companies re-
mained at the level of the previous year.

The number of economically active market sector sta-
tistical units per 1 000 inhabitants climbed from 49.2 to 
54.3 within a year in the group of local governments of 
towns, but in the country in total – from 52.4 to 56.8. The 
number of individual businesses and commercial compa-
nies per 1 000 inhabitants increased from 33.1 to 36.0 in 
towns (in the country in total – from 26.9 to 29.4).

According to data of CSB Inspection of Labour Force**, 
in 2007 in the population group aged from 15 to 74 
787 700 inhabitants or 70.4% of all employees in the 
country were employed in local governments of towns. 
Since 2003 the employee figure increased in the country 
by 112 300, almost three quarters of which resulted from 
local governments of towns (83 400). Within five years in 
the group of towns the employment rate in the population 
age group from 15 to 74 increased from 56.2% to 63.8% 
and from 55.4% to 62.0% in the country in total.

territory Development Index

Determination of each territory relative development 
level in comparison with all other territories of the 
respective group of local governments is the main 
purpose of territory development index. This index 

may also be referred to as annual index of territory 
development. It is based on the condition that the 
index compares the territory development level in the 
assessed year that shows whether the rate the town is 
developing at is either speeding up or falling behind 
rates comparing with other territories included in 
the group.

Currently the comparative basis of calculation 
of territory development index was the average 
development level of the regular year, which may be 
determined more precisely and with certainty, but 
the development level of the previous or any other 
year may also apply. However, the basic indicators of 
the development index expressed in figures, cannot 
be compared due to inflation, but recalculations are 
complicated in terms of methodology.

Development index of towns consists of four com-
ponents according to the basic development indicator.* 
Positive component of development index prove that 
the development of the relevant territory exceeds the 
average development level of the group of territories 
of towns only by relative extent of the respective indi-
vidual indicator, but if the component is negative – the 
average development level has not been reached.

According to data of 2007, in 4 towns all basic 
indicators constituting the development index 
exceeded the figures of average indicators of the group 
of towns, i.e., in Balozi, Ogre novads, Salaspils novads 
and Valmiera. But in 32 towns all components of 
development index were negative. The group includes 
11 territories of Vidzeme Region towns, 8 – Kurzeme 
Region, 6 – Latgale Region, 5 – Zemgale Region 
and 2 – Riga Region. Most of the towns (41) had the 
development index built up from components of both 
positive and negative figures.

Determination of causes for the figure of territory 
development index component to incur may provide 
an opportunity for each territory to identify the main 
factors of influence for territory development. Mostly 
they are directly or indirectly related with components 
with the largest weights of importance assigned, i.e., 
unemployment rate, which describes the social eco-
nomic situation in the territory, and volume of perso-
nal income tax indirectly describing the revenues and 
welfare of population. But the significance of a specific 
component may be different for each territory. It is 
useful to pay attention to whether the algebraic figure 
of the individual component constituting the index is 
positive or negative. For instance, unemployment rate 
is the basic building element of development index in 
local governments of both Latgale and Riga Regions, 
but in Latgale Region territories the above mentioned 
development index is mostly negative what means high 
unemployment rate, but in Riga Region the indicator is 

 *  The following indicators have been used for calculating 
the development index for towns and urban novads: 
unemployment rate, personal income tax per capita 
in local government budgets, level of demographic 
burden and change in the population within five 
preceding years.

 *  According to the number of employees the individual 
businesses and commercial companies are divided into 
four size groups: large – number of employees exceeds 
249, medium-sized – number of employees from 50 to 
249, small – number of employees from 10 to 49, and 
micro – number of employees equal or below 9.

 **  Main indicators of Inspection of Labour Force in 2003. 
Riga, CSB, 2004. Main indicators of Inspection of Labour 
Force in 2007 Riga, CSB, 2008.



51

usually positive what means that the unemployment 
rate is below the average of entire group of Latvian 
towns or rural novads.

According to data of 2007, the first ten positions of 
ranking table of local governments of towns included 
Riga, local governments of Riga and Ogre Districts as 
well as Valmiera and Aizkraukle novads. But the closing 
ten positions, as in previous years, mostly included lo-
cal governments of Latgale Region, i.e., Zilupe novads, 
Karsava, Vilani, Vilaka, Dagda and Subate with rural 
territory. Amongst other planning regions by develop-
ment index the lowest positions of the ranking table 
were occupied by Varaklani and Mazsalaca with rural 
territory (Vidzeme Region), Viesite with rural territory 
(Zemgale Region) and Aizpute (Kurzeme Region) (see 
Annex 1).

Republican cities occupied the following positions 
in the ranking table: Riga – 8th, Jelgava – 12th, Jurmala – 
13th, Ventspils – 17th, Daugavpils – 22nd, Liepaja – 33rd 
and Rezekne – 39th position.

Five towns, i.e., Saldus, Jaunjelgava with rural terri-
tory, Bauska, Smiltene and Tukums changed the value 
of development index from positive in 2003 to negative 
in 2007, but only one town, i.e., Jelgava, changed the 
other way, namely, – a positive direction.

In general 17 towns of the total number of towns of 
Latvia had a positive development index according to 
data of 2007 (according to data of 2003 – 21 towns). 
The positive development index range is evened-out 
by the more territories with negative index values, be-
cause the arithmetical means of basic factors are es-
timated as weighted means taking into account the 
size of population in the respective territory – Riga City 
has a very considerable influence, and it has a positive 
development index and many times larger population 
compared with other towns.

The analysis shows that the sizes of towns by popu-
lation and development index value are united by a 
common relationship – the territory development in-
dex of small local governments and respectively also 
the level of social economic development is compara-
tively lower, but the respective rates of large towns are 
higher. Group of towns with population from 30 000 
to 110 000 is exceptional. In this group the negative 
average development index is determined by negative 
development indexes in three large cities – Daugavpils 
(according to data of 2007 – -0.314), Liepaja (-0.584) 
and Rezekne (-0.796). Positive development index was 
observed in two groups of towns. In the group of towns 
with population from 20 000 to 30 000 the  average 
development index is determined by the positive 
develop ment index of Salaspils novads, Ogre novads 
and Valmiera (0.942, 0.519 and 0.435, respectively). 
The second group includes only Riga with the positive 
development index value 0.412 (see Figure 44).

The comparison of development index figures of 
two years shows that the interval of development index 
mostly extended in positive direction in the group of 

towns. In 2006 the values of development index were 
in the interval from 2.596 to -3.617, but in 2007 – from 
2.921 to -3.716. However, significant changes have not 
been observed in breakdown by development groups. 
In 2006 an 2007 the concentration of local govern-
ments of towns was larger in central intervals than it 
might be expected by the regularity of the normal 
breakdown. Differentiation takes place amongst towns 
according to their size by population and the histori-
cally established economic structure and location, i.e., 
the relations with the large cities and Riga first of all 
(see Table 58). 

Figure 44. Connections of size of population and 
development index of towns and urban novads according 
to data of 2007.

Table 58. Grouping of local governments of town and 
urban novads by development index value in 2007.

The development index values and ranking of the 
local governments of the group of towns according to 
data of 2003–2007 has been represented in Annex 1 
of the publication, values of basic development indica-
tors – in 2007 and at the beginning of 2008 – in Annex 
2, development index according to data of 2007 – in 
Figure 60, but changes in the development index in 
2007 against the average indicator in 2003–2006 – in 
Figure 61.
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On June 1, 2009 Latvia had 445 rural local govern-
ments, i.e., 424 pagasts local governments and 21 lo-
cal governments of rural novads.* The number of rural 
local governments has reduced in Latvia by 20 units 
since the beginning of 2003. During that period some 
of them were included in territories of urban novads, 
and data regarding them has been collected as for the 
group of urban territories, and others amalgamated 
into rural novads. The breakdown in urban and rural 
territories is actually relative, because such territories as 
Pieriga local governments, for instance where popula-
tion and economic structure is increasingly similar to 
urban conditions can be objectively classified as rural 
territories.

Five out of six basic indicators forming the value of 
territory development index were applied for analysis 
of the development of rural territories, i.e., population 
density, changes in population, demographic burden 
level, extent of personal income tax per capita and un-
employment rate. Rural local governments have also 
been compared by size of population, but description 
of economic activity of inhabitants has applied such in-
dicators as the number of economically active market 
sector statistical units and their breakdown by types of 
economic activity and size groups. Interrelationships 
between the population figure and development index 
have been analysed and the qualitative assessment of 
rural local governments has been determined accord-
ing to the value of development index.

Considering that the basic development indicators 
fluctuate yearly more visibly in the small local munici-
palities, the average values of indicators are frequently 
used for describing the development of rural territories, 
broken down into time, but the value of the indicator of 
the most recent analysis year has been compared to the 
average value of previous four years.

Population

At the beginning of 2008 the population of Latvian 
pagasts and rural novads was 668 000 inhabitants. 
One rural local government had 1500 inhabitants 
on average, however, considerable disparities can be 
observed amongst local governments by population. 
The largest rural territory Riga District Kekava pagasts 
had 13 883 inhabitants, but the smallest, i.e., Aluksne 
District Kalncempji pagasts – 55 times less or 251 in-
habitant.

The average size of rural local governments was dif-
ferent by population amongst the planning regions. At 
the beginning of 2008 a rural local government of Riga 
Region had 2800 inhabitants on average, but rural lo-
cal governments of Latgale Region had less than a half 
that amount – 1100 inhabitants on average. In Zemgale 
Region the average population of one rural local gov-
ernment was 1700 inhabitants, Vidzeme and Kurzeme 
Regions – 1300 inhabitants in each.

According to data of the beginning of 2008 Latvia 
had 203 rural local governments with residing popu-
lation below 1000 inhabitants. Such territories were 
45.6% of the total number of rural local governments 
in the country. The number of relatively large rural lo-
cal governments with population above 5000 was 14, 
in two territories of them (Riga District Kekava pagasts 
and Marupe pagasts) the population exceeded 10 000 
(see Figure 45).

Figure 45. Division of pagasts and rural novads by 
population according to data at the beginning of 2008.

At the beginning of 2008 the 203 small local gov-
ernments with population up to 1000 had 21.8% resid-
ing inhabitants from the total number of inhabitants of 
rural territories, but 14 large rural local governments 
with population above 5000 – 17.1%.

Population Density

The average population density in Latvian rural 
areas was 11.7 inhabitants/km2 at the beginning of 
2008. Stopini pagasts of Riga District had the high-
est population density (170.5 inhabitants/km2), but 
the lowest population density was observed in Ance 
pagasts of Ventspils District and in Zvarde pagasts of 
Saldus District with the figure 90 times less (1.9 inhabi-
tants/km2 in each). Population density below 10 in-
habitants/km2 was registered in 249 Latvian rural local 
governments in total, but population density above 
100 inhabitants/km2 – in three local governments (see 
Figures 46 and 52).

 *   On January 1, 2008 there were 448 rural local 
governments, i.e., 430 pagasts and 18 rural novads. 
At the beginning of 2009 Jaunpiebalga novads, Rauna 
novads and Roja novads were established.

DeSCRIPtIon oF RURAL teRRItoRIeS
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Figure 46. Highest and lowest rates of population density 
in pagasts and rural novads at the beginning of 2008, 
inhabitants/km2.

Population Change

In general in the rural areas of Latvia, as in the coun-
try, the population has reduced within the recent years. 
From the beginning of 2003 to the beginning of 2008 
the population in rural territories reduced by 20 100 
or 2.9% due to natural movement of inhabitants and 
migration. In 403 rural local governments (90.6% of 
the total number of rural local governments) the popu-
lation reduced generally by 40 100, but in 42 rural local 
governments (9.4% of the total number of rural local 
governments) increased by 19 900 in total.

Rural territories in vicinity of Riga seemed attractive 
to inhabitants. In absolute figures the most considerable 
increase in population within five years was observed 
in Riga District Marupe pagasts by 3700, Garkalne no-
vads – by 2400, Kekava pagasts – by 2300, Stopini no-
vads – by 1800, Adazi novads and Olaine pagasts – by 
1700 in each, Babite pagasts – by 1500 and Carnikava 
novads – by 1200. The increase in other rural local gov-
ernments ranged from 3 to 700 persons. Amongst rural 
local governments outside Riga District Ozolnieki novads 
of Jelgava District should be mentioned with increase in 
population by 674 inhabitants, Iecava novads of Bauska 
District – by 244 inhabitants and Lapmezciems novads 
of Tukums District – by 129 inhabitants.

Relatively comparing to situation at the beginning 
of 2003, by the beginning of 2008 the population in 
Garkalne novads increased by 62.2%, in Marupe pagasts – 
by 41.1% and in Olaine pagasts – by 31.4%. Besides Riga 
District local governments, the population considerably 
increased also in Ozolaine pagasts of Rezekne District – by 

9.6%, in Ozolnieki novads of Jelgava District – by 9.0%, in 
Seme pagasts and Lapmezciems novads of Tukums Dis-
trict – by 6.2% and 5.5%, respectively.

Within the review period the population reduced by 
extent exceeding 15% in 26 rural local governments, and 
in 7 pagasts – by more than 20%. The most significant 
relative decline in population was observed in Kalncem-
pji pagasts of Aluksne District – by 27.9%, in Ukri pagasts 
of Dobele District – by 23.3% and in Kepova pagasts of 
Kraslava District – by 23.1% (see Figure 47).

Figure 47. Largest change in population in pagasts and 
rural novads at the beginning of 2003–2008, in %.

The rates of changes in population in the group of 
Latvian rural territories slightly reduced; in 2002–2007 
the population reduced by 3.1%, but in 2003–2008 – 
by 2.9%. But in the group of rural territories the popu-
lation dropped more rapidly than in the group of towns 
and the national average (2.5% and 2.6% in 2003–
2008, respectively).

Changes in population figure in local governments 
from 2003 to the beginning of 2008 have been repre-
sented in Figure 54.

Demographic Burden

At the beginning of 2008 the demographic burden 
level in the group of rural local governments was 538.7 
children and retirement age inhabitants per 1000 work-
ing age inhabitants. The indicators of demographic bur-
den were higher in rural areas than in towns (518.0) and 
in the country in general (524.0). Comparing with the 
beginning of 2003, the demographic burden  level in 
Latvian rural areas reduced within five years by 18.3% 
on average.
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In rural areas the number of local governments with 
comparatively low demographic burden increased and 
the number of local governments with high demo-
graphic burden also reduced.

At the beginning of 2003 in 5 local government 
territories the number of children and retirement 
age population per 1 000 working age inhabitants 
was below 500, but at the beginning of 2008 such 
local governments already numbered 82. Low demo-
graphic burden level was registered at the beginning 
of 2008 in 20 local governments of Zemgale Region, 
18 – in Vidzeme, 17 – in Latgale, 15 – in Kurzeme and 
12 – in Riga Region local governments. In the group 
of pagasts the lowest indicators of demographic bur-
den were observed in Bauska District Gailisi pagasts 
(385.2 inhabitants below and above working age per 
1 000 working age inhabitants), in Saldus District 
Saldus pagasts (401.2) and Aizkraukle District Serene 
pagasts (409.0).

At the beginning of 2008 only 9 rural local govern-
ments had 700 and more children and retirement age 
inhabitants per 1000 working age inhabitants, but at 
the beginning of 2003 there were 191 such territories, 
out of which 7 local governments had demographic 
burden level ranging from 900 to 969. Amongst lo-
cal governments with the highest demographic bur-
den level registered in the beginning of 2008 5 local 
governments are located in Latgale Region and 2 in 
Vidzeme and Zemgale Regions (in each). The high-
est demographic burden was observed in Daugavpils 
District Ambeli pagasts (765.7), Balvi District Kubuli 
pagasts (751.6) and Aluksne District Liepna pagasts 
(733.3) (see Figure 48).

Figure 48. Highest and lowest rates of 
demographic burden in pagasts and rural 
novads at the beginning of 2008.

During the reporting period the demographic bur-
den level reduced in all rural local governments. The re-
duction fluctuated within limits of 2 to 40%. The high-
est reduction of demographic burden was observed in 
Talsi District Lube pagasts – by 37.0%, Kraslava District 
Berzini pagasts – 36.5% and Liepaja District Embute 
pagasts – 36.1%.

The indicators of demographic burden in local mu-
nicipalities at the beginning of 2008 are represented in 
Figure 55.

Personal Income tax

Personal income tax revenues are amongst the main 
sources of local government revenues and describe its 
financial capacity. The higher the volume of the tax, 
the more powerful is the financial basis of the local gov-
ernment and the greater the opportunities for develop-
ment and performance of its functions. The extent of 
personal income tax revenues by estimates per capita is 
amongst the indicators, which describe the revenues of 
population and indirectly also the welfare.

According to estimates on the basis of State Treasury 
data, in the group of rural local governments the aver-
age personal income tax revenues in local government 
budgets were 202.4 per capita in 2007 what is con-
siderably less comparing with the group of urban lo-
cal governments and in the country in total (LVL 353.0 
and LVL 308.7, respectively). Within five years the aver-
age personal income tax revenues per capita in local 
government budgets tripled in Latvian rural areas, i.e., 
from LVL 67.5 in 2003 up to LVL 202.4 in 2007.

The highest indicators of personal income tax were 
registered in Pieriga local governments where revenues 
per capita often exceeded the indicators of Riga to a 
significant extent. This situation can be  explained by 
the fact that in the present tax system the settlement 
of personal income tax by declared place of residence 
gives advantage to local governments with larger  popu-
lation and comparatively smaller number of  employees 
in their territories.

The personal income tax revenues per capita in local 
government budgets in 2007 in Riga District Kekava pa-
gasts (LVL 447.3), Garkalne novads (LVL 446.7) and Ba-
bite pagasts (LVL 436.3) were the highest not only in the 
group of rural areas, but also in the group of all local gov-
ernments. By the amount of personal income per capita 
in local government budgets Kekava pagasts had the 
first position in the group of rural territories also in 2003, 
2004 and 2005 (LVL 183.9, LVL 210.2 and LVL 235.8), 
but in 2006 the leading position belonged to Garkalne 
novads (LVL 350.50). Except for Riga District rural local 
governments, the highest indicators of personal income 
tax revenues were observed in Ventspils District Uzava 
pagasts (LVL 340.8 per capita), Cesis District Priekuli 
pagasts (LVL 327.3), Valmiera District Brenguli pagasts 
(LVL 308.2) and Valmiera pagasts (LVL 307.4).

The smallest personal income tax revenues are char-
acteristic mostly to Latgale Region local governments. 
The lowest indicator in the groups of rural areas and all 
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local governments in 2007 was observed in Daugavpils 
District Bikernieki pagasts – LVL 53.8 per capita. The 
pagasts of Kraslava and Ludza Districts mostly domi-
nated in the group of rural local governments with low-
est personal income tax indicators. Low tax revenues 
were observed also in Aluksne District Pededze pagasts 
(LVL 61.6 per capita), Balvi District Lazduleja pagasts 
(LVL 73.7) and Madona District Varaklani pagasts 
(LVL 76.8) (see Figure 49).

In 2007 361 rural local governments (81.1% of the 
total number of rural local governments) had the ex-
tent of personal income tax revenues per capita in local 
government budgets below the average of this group 
of territories. The figure included 113 local govern-
ments from Latgale Region, 89 – from Vidzeme Region, 
65 – from Zemgale Region, 63 – from Kurzeme Region 
and 31 – from Riga Region.

Figure 49. Highest and lowest indicators of personal 
income tax per capita in budgets of local governments 
in pagasts and rural novads in 2007, in LVL.

Amongst those 84 rural local governments with the 
indicators describing the personal income tax revenues 
above the average, the largest number of local govern-
ments was from Riga Region – 24, but the smallest was 
from Latgale Region – 7. The aggregate of relatively 
prosperous rural local governments include 19 local 
governments from Zemgale Region, 18 – from Vidzeme 
Region and 16 – from Kurzeme Region.

In 2007 only one rural local government had the 
extent of personal income tax revenues per capita in 
local government budgets below LVL 55, but in 2003 
there were 278 such local governments. But in 2007 in 
90 rural local governments the indicators of personal 
income tax exceeded LVL 200 per capita, and in 2003 
no local government met this figure.

Volumes of personal income tax revenues per capita 
in local government budgets increased in all Latvian 
rural territories within five years. The increase volume 
ranged within the interval from LVL 35 to LVL 290, but 
by exclusion of fluctuation and after comparing 2007 
with the average indicator of 2003–2006, the increase 
ranged from LVL 25 to LVL 225. The most significant 
increase in personal income tax was registered in local 
governments, where the highest personal income tax 
revenues per capita have been registered, i.e., in pagasts 
and rural novads of Riga District. In Garkalne novads 
the personal income tax payment per capita in local 
government budget in 2007, comparing with 2003, 
increased by LVL 225.4, in Babite pagasts – by LVL 218.0, 
in Adazi novads – by LVL 217.7, and in Carnikava novads – 
by LVL 207.5. Except for Riga District local governments, 
a significant increase in the tax per capita was observed 
also in Ventspils District Uzava pagasts – by LVL 230.6, in 
Valmiera District Brenguli pagasts – by LVL 179.7, in Cesis 
District Priekuli pagasts – by LVL 156.9, in Jelgava District 
Ozolnieki novads – by LVL 154.1.

But within the five years the smallest increase in per-
sonal income tax in budgets of local governments per 
capita was observed in Latgale Region, particularly, in 
rural local governments of Kraslava and Ludza Districts. 
In Ludza District Goliseva pagasts the volume of per-
sonal income tax per capita increased only by LVL 24.7, 
but in Kraslava Svarini pagasts – by LVL 25.7.

The level of welfare increased in Latvian rural areas 
in slower rates than in towns and in the country on 
average. In the group of rural local governments the 
personal income tax payments per capita in local gov-
ernment budgets increased in 2003–2007 by LVL 134.9 
on average, but in the group of urban local govern-
ments – by LVL 219.3 and in the country on average – 
by LVL 194.6.

Personal income tax revenues per capita in the group 
of rural local governments in 2003 range between 
LVL 15.8 and LVL 183.9, but in 2007 – from LVL 53.8 to 
LVL 447.3. The smallest personal income tax payment per 
capita in local government budgets increased 3.4 times, 
but the largest – 2.4 times. The different rates of changes 
in indicators may be considered as differentiation level 
between territories. In the reporting period the dispari-
ties between the largest and smallest indicators reduced 
from 11.6 times in 2003 to 8.3 times in 2007, but gene-
rally the differentiation of territories in terms of revenues 
of inhabitants remained to a large extent.

Figure 56 represents the amount of personal income 
tax per capita in local government budgets in 2007, 
but its changes in 2007 against the average indicator in 
2003–2006 – in Figure 57.

Unemployment Rate

Unemployment rate is a very significant parameter 
for describing and comparing the development of rural 
local governments. It should be taken into account that 
the indicator does not reflect the complete situation in 
the labour market, since it comprises only the  registered 
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 unemployed. The number of unemployed does not 
 include persons searching for employment and the per-
centage of hidden unemployment is also unknown.

At the beginning of 2008 the average indicator of 
registered unemployment rate in rural areas of Latvia 
was 4.4% exceeding the average of towns (3.2%) by 
1.2 percentage points. Within the five years reviewed 
in the publication the unemployment rate dropped in 
Latvian rural areas by 3.0 percentage points.

The indicators of unemployment rate in rural local 
governments fluctuated at the beginning of 2008 with-
in a very extensive interval from 1.0% to 22.4%. Aluksne 
District Jaunlaicene pagasts and Gulbene District Litene 
pagasts had the lowest registered unemployment at the 
rate 1.0%, but the highest unemployment rate (22.4%) 
was registered in Ludza District Goliseva pagasts and 
exceeded the average indicator of Latvian rural areas 5 
times (see Figure 50).

Figure 50. Highest and lowest indicators of unemployment 
rate in pagasts and rural novads at the beginning 
of 2008, in %.

At the beginning of 2003 19 rural local governments 
had unemployment rate below 3.0%, but at the begin-
ning of 2008 – 133 rural local governments. Conse-
quently, the number of local governments with low un-
employment rate increased by 7 times within this period. 
But the number of local governments with unemploy-
ment rate exceeding 20% reduced by three- quarters. At 
the beginning of 2003 there were 21 such rural local 
government, but at the beginning of 2008 – 5.

The highest indicators of unemployment rate and the 
lowest transferred amounts of personal income tax per 
capita at the same time are characteristic for separate pa-
gasts of Latgale Region, for instance, Ludza District Brigas 
pagasts and Rezekne District Sokolkas pagasts.

By assessment in changes in unemployment rate at 
the beginning of 2008 against the average indicator in the 
period from 2003 to the beginning of 2007, and thereby 
excluding the fluctuations in the indicators year to year, it 
is obvious that the unemployment rate reduced in 434 ru-
ral local governments or in 97.5% of the total number, and 
to the most considerable extent – in Rezekne District Kan-
tinieki pagasts – by 13.5 percentage points, Balvi District 
Kuprava pagasts – by 13.2 percentage points and Kraslava 
District Asune pagasts – by 12.2 percentage points. But 
increase in unemployment was observed in 11 rural local 
governments, the most significant – in Valmiera District 
Lode pagasts – by 4.4 percentage points, Ludza District 
Rundeni pagasts – by 3.0 percentage points and Rezekne 
District Nagli pagasts – by 2.7 percentage points.

Within the reviewed five years the lowest indicator 
of unemployment rate reduced from 1.8% at the be-
ginning of 2003 to 1.0% at the beginning of 2008, but 
the highest – from 33.5% to 22.4%, respectively. The 
disparity between the lowest and highest indicators of 
unemployment rate increased from 18.6 times to 22.4 
times, respectively.

In the situation of the small Latvian local govern-
ments the indicators of the unemployment rate are 
sensitive even to small changes in business activity in 
their territory or in their vicinity. The migration flows 
influence the unemployment indicators, and also the 
changes in the process of State Employment Agency 
registering the unemployed persons have a consider-
able significance, and, namely, how actively the persons 
searching for employment are registering themselves 
in the Agency. The situation of unemployment in rural 
 areas are also influenced positively by their location in 
the vicinity of large towns.

The unemployment rate in local governments at 
the beginning of 2008 is represented in Figure 58, 
but its changes at the beginning of 2008 against the 
 average indicator 2003 – at the beginning of 2007 – in 
Figure 59.

The sharpest territorial disparities in basic develop-
ment indicators in territories of Latvian rural local gov-
ernments according to data of 2007 and the beginning 
of 2008 have been represented in Table 59.

Table 59. Territorial disparities in Latvian pagasts and 
rural novads in 2007 and at the beginning of 2008.
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 Economically Active Market 
Sector Statistical Units

In 2007 the group of pagasts and rural novads had 
41 920 market sector statistical units, i.e., 325% of the 
total number in the country. In the group of rural local 
governments in 2007 1371 individual businesses were 
operating, 7669 commercial companies, 12 356 farm-
steads and fisheries and 20 524 self-employed entities. 
In percentages, in the group of rural local governments 
the self-employed entities were the majority in the to-
tal number of statistical units, they were followed by 
farmsteads and fisheries – 29.5%, commercial com-
panies – 18.3% and individual businesses – 3.3%. The 
percentage of individual businesses and commercial 
companies (21.6%) in the group of rural local govern-
ments was significantly smaller than in the group of lo-
cal governments of towns (66.4%) and in the country 
in general (51.8%) (see Table 56).

According to number of employed, in rural areas of 
Latvia 7003 micro companies, 1 725 small companies, 
320 medium-sized companies and 40 large companies 
were operating in 2007* (see Table 57).

In 2007 in the group of Latvian rural local govern-
ments there were 62.8 economically active market sec-
tor statistical units on average per 1000 inhabitants, 
which exceeds the national average (56.8) and the 
group of local governments of towns (54.3) and it is 
under influence of the large number of farmsteads and 
fisheries in rural local governments. But the number of 
individual businesses and commercial companies per 
1000 inhabitants in pagasts and rural novads (13.6) 
was significantly smaller than the national average 
(29.4) and the group of local governments of towns 
(36.0), but they have an important role in building the 
national GDP.

Number of market sector statistical units per 1 000 
inhabitants increased in the group of rural local govern-
ments in 2007 comparing with 2006 from 60.1 to 62.8, 
but the number of individual businesses and commer-
cial companies – from 11.8 to 13.6.

According to data of CSB Inspection of Labour 
Force**, in 2007 the rural areas of Latvia employed 
331 400 inhabitants aged from 15 to 74 or 29.6% of the 
employed at the respective age in the entire country. 
Within the reviewed five years the number of employed 
in the group of rural local governments increased by 
28 900 or 9.6%, but employment rate climbed from 
53.7% to 58.2% (national average – from 55.4% to 
62.0%, respectively).

territory Development Index

Development index of rural territories consists of six 
components.*

According to data of 2007, the top fifty in the rank-
ing table of rural territories included 20 local govern-
ments from Riga Region, 17 from Zemgale Region, 6 
from Vidzeme Region, 5 from Kurzeme Region and 2 
from Latgale Region (see Annex 1). Pagasts and rural no-
vads of Riga District occupied the first nine positions; the 
powerful local government in the vicinity of the capital 
city reached the highest values of development index. 
Stopini novads (development index figure – 3.851) and 
Marupe pagasts (3.663) were the local governments 
with territory development index value exceeding 3. The 
high average cadastral value of land was the determining 
basic factor in development index of Marupe pagasts, 
but in Stopini novads it was the high population density. 
The average cadastral value of land in Marupe pagasts 
exceeded the average indicator in the group of rural lo-
cal governments by 18 times, but the population density 
in Stopini novads – 15 times of the average population 
density in rural local governments. The average cadastral 
value of land was the determining indicator in the de-
velopment index also in several other local governments 
of Riga District, i.e., in Carnikava novads, Adazi novads, 
Garkalne novads and Babite pagasts. 

According to data of 2007, Jelgava District Ozolnieki 
novads occupied tenth place in the ranking table with 
development index figure of 1.185, which was mostly 
influenced by the relatively high population density 
and extent of personal income tax per capita. These 
indicators materially exceeded the average figure in the 
group of rural local governments. Two pagasts of Lat-
gale Region climbed into the top fifty of the ranking 
table mostly due to the unemployment level lower than 
the average in the group of rural areas (Daugavpils Dis-
trict Naujene pagasts) and the high population density 
(Balvi District Kuprava pagasts).

The group of weakest local governments of the 
ranking table included 46 rural territories from Latgale 
Region, 3 from Vidzeme Region (Madona District Mur-
mastiene pagasts and Varaklani pagasts, Aluksne Dis-
trict Pededze pagasts) and one local government from 
Zemgale Region (Jekabpils District Rubene pagasts). 
This group had no rural local governments from Riga 
and Kurzeme Regions. Similarly as in preceding years, 
Balvi District Baltinava pagasts had the closing position 
of the tanking table according to data of 2007 (develop-
ment index value -1.974).

 *  According to the number of employees the individual 
businesses and commercial companies are divided into 
four size groups: large – number of employees exceeds 
249, medium-sized – number of employees from 50 to 
249, small – number of employees from 10 to 49, and 
micro – number of employees equal or below 9.

 **  Main indicators of Inspection of Labour Force in 2003. 
Riga, CSB, 2004. Main indicators of Inspection of Labour 
Force in 2007 Riga, CSB, 2008.

 *  The following indicators have been used for calculating 
the development index for pagasts and rural novads: 
unemployment rate, personal income tax per capita in 
local government budgets, level of demographic burden 
and change in the population within five preceding 
years, average cadastral value of land and population 
density.
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Within the five years from 2003 to 2007 an impor-
tant turn took place in the development of 17 rural 
local governments, whose development index figure 
turned from negative into positive, but 21 rural local 
governments had the development in the other di-
rection, and, namely, the value of development index 
turned from positive into negative. 124 local govern-
ments maintained their positive figures of development 
index with various changes, but 283 local governments 
maintained their negative figures.

The most vivid development examples amongst ru-
ral local governments are Valmiera District Dikli pagasts 
(climbed the ranking table from position 251 in 2003 
to position 93 in 2007), Jekabpils District Garsene pa-
gasts (from position 255 to 109) and Dobele District 
Ile pagasts (from position 249 to 137). But the most 
significant movement took place in the ranking table 
in the opposite direction by Ventspils District Zlekas 
pagasts (from position 105 in 2003 to position 290 in 
2007), Talsi District Virbas pagasts (from position 48 to 
156) and Saldus District Ezere pagasts (from position 
85 to 186).

According to data of 2007, 141 territories of local 
governments had positive development index and 
304 – negative. Depending on whether the value of 
basic indicators exceeded or failed to reach the aver-
age figures of indicators in the group of rural territories, 
development indexes consisted of either positive or 
negative components, respectively. In order to reflect 
the lack of uniform development the pagasts and rural 
novads have been arranged in three groups, by taking 
the algebraic sign of development index component 
into consideration.

In 32 pagasts and rural novads all six basic de-
velopment indicators exceeded the average indicator 
of the group of rural local governments and therefore 
all components of development index were positive. 
This group included 18 local governments from Riga 
Region, 7 – from Zemgale Region, 5 – from Kurzeme 
Region, 2 – from Vidzeme Region, and no local govern-
ment from Latgale Region.

88 pagasts and rural novads had all components 
of development index in negative figures. The values 
of basic development indicators of those local govern-
ments were below the average level of the group of 
rural local governments. This aggregate does not in-
clude any local government from Riga Region, but it 
has 61 local governments from Latgale Region, 17 from 
Vidzeme Region, 6 from Zemgale region and 4 from 
Kurzeme Region.

Rural local governments with components of de-
velopment index containing both positive and negative 
values create the largest group.

Against the average value of a specific indicator, 
7.2% of rural local governments had all components 
of development index in the positive range, 19.8% – 
all components of development index in the negative 
range, but in 73.0% of local governments the develop-
ment index consisted of components with various 
 algebraic signs.

The analysis shows that the social economic 
develop ment level is lower in small local govern-
ments, but in large local governments it is higher. 
For instance, in rural local governments with popula-
tion up to 1000, the average territory development 
index according to data of 2007 is – 0.528, in local 
governments with population from 1000 to 2000 
it is – 0.221, but in all groups of local governments 
with population above 2 000 the development index 
has a positive value and it is the highest n the larg-
est rural local governments with residing population 
above 5 000 (1.627). Figure 51 visibly represents the 
expressed relationship between the population and 
territory development  index.

Figure 51. Interrelationships between population 
and territory development index of rural local 
governments in 2007.

In order to determine the qualitative assessment of 
territory development level, pagasts and rural novads 
have been divided into development index groups. 
Table 60 shows that the central intervals have the 
largest figures and highest percentages. Breakdown 
of rural territories by development index is consider-
ably different from the regular breakdown, as the 
regular breakdown is precisely symmetric. Territo-
ries with large positive values are more frequent in 
Latvian pagasts and rural novads than territories with 
large negative values. For compensation, the number 
of territories with negative development index ex-
ceeds the number of territories with positive develop-
ment index.

Table 60. Grouping of rural local governments by 
development index in 2007.
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After dividing the territories of rural local govern-
ments by development groups within the planning 
regions, it can be observed that most territories with 
negative qualitative assessment are concentrated in 
Latgale Region which is followed by Vidzeme Region, 
Kurzeme Region and Zemgale Region, but the number 
of such territories in Riga Region is the smallest. But 
Riga Region has the largest number of territories with 
positive qualitative assessment, but the smallest such 
number is in Latgale Region (see Table 61).

The development index values and ranking of the 
local governments of the group of rural areas according 
to data of 2003–2007 have been represented in Annex 
1 of the publication, values of basic development indi-
cators in 2007 and at the beginning of 2008 – in Annex 
2, development index according to data of 2007 – in 
Figure 62, but changes in the development index in 
2007 against the average indicator in 2003–2006 – in 
Figure 63.

Table 61. Grouping of rural local governments by 
development index value in planning regions in 2007.
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VI. DeSCRIPtIon oF teRRItoRIeS oF LoCAL 
GoVeRnMentS In PLAnnInG ReGIonS

LoCAL GoVeRnMent teRRItoRIeS oF KURZeMe PLAnnInG ReGIon

The development index has been calculated in local 
government territories of each planning region as for a 
separate group of territories for the fifth time. This par-
ticular development index supplements, but it does not 
substitute the general or annual territory development 
index* that is calculated for uniform groups of territories, 
i.e., pagasts and rural novads, towns and urban novads, 
districts and planning regions. Within the local govern-
ment territory development index region the calculation 
has been carried out for towns, novads and pagasts of 
planning regions as for a uniform group. Average figures 
of the indicator used in calculation of each development 
index in the specific planning region were used as the 
basis for comparison. As in for the group of urban local 
governments, the calculation of the present develop-

ment index is based on four basic indicators: unemploy-
ment rate, amount of personal income tax per capita, 
level of demographic burden and changes in size of 
population within the recent five years.

The purpose of calculating the territory develop-
ment index in the regions’ local governments is pro-
viding additional information regarding administrative 
territories within regions. It provides opportunities for 
assessment of development level, comparing the de-
velopment, planning and solving other issues.

For a clear picture of the assessed variation range of 
basic indicators used in calculation of the development 
index, the pagasts and towns with the best and worst in-
dicators and with values of basic indicators which are most 
different from the averages of regions have been listed.

Unemployment Rate

At the beginning of 2008 the unemployment rate 
in towns and rural areas of Kurzeme Region was almost 
equal – 3.6% and 3.7%, respectively. Unemployment 
rate in the towns of the region was 0.4 percentage 
points higher on average, but in pagasts of the region 
it was 0.7 percentage points below the respective indi-
cators in towns and pagasts of the entire country. Com-
paring with the beginning of 2003, at the beginning 
of 2008 the unemployment rate in towns of Kurzeme 
Region reduced by 4.0 percentage points on average, 
but in rural areas of the region the figure was 2.8 per-
centage points. 

At the beginning of 2008 Kurzeme Region included 
4 town group local governments and 19 rural areas 
where the unemployment rate was below 3%.

In the group of towns low unemployment rate fea-
tured in Piltene with rural territory (1.8%), Saka novads 
(1.9%) and Grobina (2.6%), as well as in the republi-
can city Ventspils (2.6%). But the highest indicators of 
unemployment rate amongst the towns of the region 
were registered in Aizpute (8.6%), Skrunda with rural 
territory (6.5%) and Sabile novads (5.1%).

In the group of rural local governments low un-
employment level was characteristic to Saldus District 
Zvarde pagasts (1.2%), Zana pagasts (1.3%) and Jaun-
lutrini pagasts (1.4%) as well as Ventspils District Ziras 
pagasts, Talsi District Kolka pagasts (2.0% in each) and 

Liepaja District Vecpils pagasts (2.1%), but the highest 
unemployment rate was registered in Kuldiga District 
Nikrace pagasts (6.8%) and Gudenieki pagasts (6.4%), 
Liepaja District Vainode pagasts and Ventspils District 
Zlekas pagasts (6.5% in each).

Comparing the unemployment rate indicators at the 
beginning of 2008 with average indicators in the period 
2003–2007, it can be noticed that the unemployment 
rate reduced in 92 local governments, but increased in 
5, including Saldus city. The increase in unemployment 
rate was comparatively small (within the range 0.1–1.1 
percentage points), but the decrease – up to 6.9 per-
centage points. The most significant reduction in unem-
ployment rate was registered in Liepaja District Vainode 
pagasts (by 6.9 percentage points), Kaleti pagasts and 
Priekule (by 6.6 percentage points in each).

The difference between the highest and the low-
est unemployment rate in towns of Kurzeme Region 
increased from 3.9 times at the beginning of 2003 to 
4.8 times at the beginning of 2008, but in rural ter-
ritories it slightly reduced – from 5.9 to 5.7 times, re-
spectively.

Personal Income tax

In 2007 the average extent of personal income tax 
per capita in the budgets of local governments in the 
towns of Kurzeme Region was LVL 285.7, but in pa-
gasts – LVL 179.2 per capita. The average indicators 
of both towns and rural territories of Kurzeme Region 
were below the respective average national indicators 
(LVL 353.0 and LVL 202.4, respectively).

 *  See details in the sections of Chapter II: Territory 
Development Index and Territory Development Index of 
Local Governments within a Region.
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In 2007 the highest payments of personal income tax 
per capita in the budgets of local governments in the group 
of towns of Kurzeme Region were registered in Vents pils 
(LVL 369.7), Grobina (LVL 336.3) and Talsi (LVL 326.1), in 
the group of pagasts – Ventspils District Uzava pagasts 
(LVL 340.8), Saldus District Saldus pagasts (LVL 284.0) and 
Ventspils District Targale pagasts (LVL 273.8).

The smallest payments of personal income tax per 
capita in local government budgets were mainly in 
Kuldiga District rural local governments: Turlava pagasts 
(LVL 101.2), Nikrace pagasts (LVL 103.1), Kabile pagasts 
(LVL 104.0), but the smallest extent of personal income 
tax per capita was registered in Saldus District Skede pa-
gasts with the amount of LVL 84.2. Within the group of 
towns of Kurzeme Region the lowest payments of per-
sonal income tax per capita were settled in Saka novads 
(LVL 158.2).

In the period of 2003–2007 the extent of personal 
income tax per capita in local government budgets in-
creased in all local governments of Kurzeme Region. In 
the group of towns the observed increase ranged from 

LVL 81 to LVL 190, but in the group of rural areas – from 
LVL 18 to LVL 208.

In 2007 the extent of personal income tax was be-
low the average of the region in 87 local governments 
of Kurzeme Region that is 90% of their total number, 
and only 10 local governments were above the region’s 
average.

In Kurzeme Region within the reporting period the 
disparities between the largest and smallest extent of 
settled personal income tax per capita reduced in the 
group of towns from 3.0 times in 2003 to 2.3 times in 
2007, but in the group of rural local governments the 
respective figures were 4.8 and 4.0.

Demographic Burden

The demographic burden level in both towns and 
rural territories of Kurzeme Region was slightly above 
the average indicators of towns and rural territories of 
the country. At the beginning of 2008 the towns of the 

Figure 64. Development index of towns, pagasts, and novads of Kurzeme planning region according to data of 2007.
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region had 551.9 children and retirement age inhabitants on average per 1 000 
working age inhabitants, but pagasts had the figure in extent of 544.1 (518.0 – in 
towns and 538.7 – in the rural areas of the country, respectively).

Amongst towns the highest demographic burden level was registered in the 
beginning of 2008 in Saka novads (663.9), Aizpute (647.6) and Stende (610.4), 
but the lowest – in Piltene with rural territory (473.6) and Ventspils (519.0).

Amongst rural territories, as in the previous year, the highest demographic 
burden was in Liepaja District local governments – Vainode pagasts (687.1), Kaz-
danga pagasts (682.3) and Virga pagasts (652.2). In Vainode pagasts the second 
highest unemployment rate of the region was also registered. The lowest demo-
graphic burden was registered in Saldus District Saldus pagasts (401.2), Ventspils 
District Ziras pagasts (414.6) and Talsi District Lube pagasts (420.9).

At the beginning of 2008 Kurzeme Region had 14 local governments, includ-
ing 4 towns, with the demographic burden level above 600.

The disparity amongst the highest and lowest demographic burden indicators 
of Kurzeme Region towns slightly reduced within the period from the beginning 
of 2003 to the beginning of 2008 from 1.6 times to 1.4 times, but in the group of 
pagasts it remained in the extent of 1.7 times.

Population Change

Within the reviewed five years the dynamics of changes in the population in 
Kurzeme Region towns was similar to the average changes in all Latvian towns, 
but in the local governments of the group of pagasts these processes took place 
twice as rapidly. In towns of Kurzeme Region the population reduced within the 
period from the beginning of 2003 to the beginning of 2008 by 2.7%, but in the 
group of rural local governments – by 5.8% (the national averages of respective 
groups of territories – 2.5% and 2.9%).

Within five years the population reduced in 91 local government of Kurzeme 
Region, i.e., in all towns of the region and in 75 local governments of the group 
of pagasts. In the group of towns the population reduced most rapidly in Saka 
novads (by 9.9%) and Durbe novads (by 8.1%). In Kurzeme Region rural areas 
the population reduction exceeding 10% featured in 17 pagasts, including 3 ru-
ral local governments exceeding 15%, i.e., Saldus District Vadakste pagasts (by 
20.9%), Liepaja District Embute pagasts (by 19.2%) and Ventspils District Jurkalne 
pagasts (by 15.0%).

Within the reporting period the population increased in 6 pagasts of Kurzeme 
Region. The most significant increase in population was observed in Liepaja Dis-
trict Medze pagasts (by 4.3%), Talsi District Laidze pagasts (by 3.5%) and Liepaja 
District Nica pagasts (by 3.3%). The population increased also in Kuldiga District 
Pelci pagasts and Padure pagasts (by 2.3% and 0.8%, respectively) and in Vent-
spils District Zlekas pagasts (by 1.6%).

Development Index of Regional territories

Development index of regional territories is made up of four values, in accord-
ance with the basic indicator of development. The development index value is 
positive, if the value of basic development indicators exceeds the average of the 
region. But development indicators with values below the average of the region 
are negative.

To utilize more extensive opportunities of analysis, the territories may be ar-
ranged in three groupings according to development index value. The first group 
includes territories with all development index values positive, the second – ter-
ritories with all development index values negative, third – territories with both 
positive and negative items of development index.

According to data of 2007 clearly positive development was observed for 3 
local governments of Kurzeme Region (only 3% of the total number of region’s 
territories): Ventspils, Ventspils District Targale pagasts and Saldus District Saldus 
pagasts. 22 local governments or 23% of the total number of Kurzeme Region 
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Unemployment Rate

At the beginning of 2008 the unemployment rate 
in towns in Latgale Region was 5.0% on average, but in 
pagasts – 9.2%. The unemployment indicators of Lat-
gale Region exceeded the average unemployment indi-
cators of respective groups of territories in the country 
in general by 1.6 times in the group of towns and by 2.1 
times in the group of rural territories. Since the begin-
ning of 2003 the unemployment rate almost halved in 
the groups of towns and rural local governments of Lat-
gale Region, but it remained considerably higher than 
in other regions.

At the beginning of 2008 the unemployment rate 
of 5 Latgale Region local governments of towns was 
above 10%. This group, as in the previous year, includ-
ed Zilupe novads (unemployment rate 16.2%), Vilani 
(14.4%), Karsava (13.1%), Vilaka (11.2%) and Livani no-
vads (10.2%).

In the group of rural areas the unemployment rate 
exceeding 10% featured in 47 local governments, in-
cluding 5 local governments with the figure above 
20%. The highest unemployment rate was registered 
in Ludza District Goliseva pagasts (22.4%), Rezekne 
District Sokolkas pagasts, Silmala pagasts and Feimani 
pagasts (22.1%, 21.2% and 20.2%, respectively), and 
in Balvi District Baltinava pagasts (20.7%).

Unemployment rate below 3% was observed in 
Daugavpils (2.9%) and in two rural local governments 
Kraslava District Berzini pagasts (2.0%) and Daugavpils 
District Naujene pagasts (2.7%). Unemployment rate 

at 5.7% was registered in Rezekne, the second republi-
can city of the region.

At the beginning of 2008, comparing with the 
beginning of 2003, the unemployment rate reduced 
in 131 local governments, but it increased in 3 local 
governments of Latgale Region. Unemployment rate 
dropped by 10 percentage points and more in 11 rural 
local governments, and to the most significant extent – 
in Rezekne District Kantinieki pagasts (by 13.5 percent-
age points), Balvi District Kuprava pagasts (by 13.2 per-
centage points) and Kraslava District Asune pagasts (by 
12.2 percentage points).

Within the reporting period the disparity between 
the lowest and the highest unemployment rate indi-
cator significantly increased in Latgale Region; in the 
group of local governments of towns from 3.2 times 
in the beginning of 2003 to 5.6 times at the beginning 
of 2008, but in the group of rural local governments – 
from 5.2 to 11.2 times, respectively.

Personal Income tax

In 2007 in the towns of Latgale Region the personal 
income tax revenues per capita in the local govern-
ment budgets were LVL 233.1 on average, but in rural 
areas it was half the figure – LVL 119.5. The indicators 
of Latgale region in the group of towns were 1.5 times 
smaller, and in the group of rural areas – 1.7 times 
smaller than the respective averages in the country 
(LVL 353.0 and LVL 202.4).

 territories had features of sharply weaker development – 
all development index values were negative or the basic 
development indicators were below the region’s aver-
age. In 72 local governments or 74% of the total number 
of Kurzeme Region territories had the development in-
dex consisting of both positive and negative develop-
ment index values. There is no basis for describing the 
development of these territories as uneven, because the 
sum of positive and negative figures does not provide an 
unequivocal indicator.

According to data of 2007 4 towns and 6 pagasts 
of local government territories of Kurzeme Region were 
included in the top ten of ranking table by territory de-
velopment index of the region. On the background of 
region’s local governments Saldus District Saldus pa-
gasts (1st position in the ranking table) and Ventspils 
City (2nd position) stood out with speeding up develop-
ment. Also Ventspils District Targale pagasts, Talsi Dis-
trict Laidze pagasts and Piltene with rural territory were 
amongst the best local governments.

The lower end of the ranking table included rural 
local governments of Liepaja and Kuldiga Districts. 
Amongst towns of Kurzeme Region Aizpute had the 

lowest development index and the respective closing 
position in the ranking table (94th position). The last po-
sition of the ranking table of region’s local government 
territories was occupied by Kuldiga District Nikrace pa-
gasts, but Liepaja District Vainode pagasts that occu-
pied last position in the preceding four years, climbed 
by two positions in the table.

In general, according to data of 2007, 24 or 24.7% 
of Kurzeme Region local governments had positive de-
velopment index, meaning the development index in 
75.3% of its local governments was negative.

Within the reporting five years relatively stable de-
velopment was observed in 36 local governments of 
Kurzeme Region, out of which 16 local governments had 
positive development index and the development took 
place within the range of positive index, but 20 local 
governments had development in the range of negative 
index and the development index consisted of negative 
figures in various extents. The major group (61 local gov-
ernments) consisted of local governments, whose devel-
opment was affected by more significant changes and the 
development index was both positive and negative dur-
ing the course of years (see Table 62 and Figure 64).

LoCAL GoVeRnMent teRRItoRIeS oF LAtGALe PLAnnInG ReGIon
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In the Latgale Region group of towns in 2007 the 
largest volumes of personal income tax per capita were 
registered in Rezekne (LVL 281.6), Balvi (LVL 255.7), 
Preili novads (LVL 245.1) and Daugavpils (LVL 235.8). 
The smallest amounts of personal income tax in local 
government budgets were settled in Subate with ru-
ral territory (LVL 91.0 per capita), which is almost four 
times less than the average of Latvian towns.

In the group of rural territories the largest amounts 
of personal income tax per capita were settled in Balvi 
District Ziguri pagasts (LVL 218.7) and Rezekne Dis-
trict Veremi pagasts (LVL 208.2). The lowest personal 
income tax revenues per capita were registered in Dau-
gavpils District Bikernieki pagasts (LVL 53.8) and Lu-
dza District Goliseva pagasts (LVL 59.8). Low personal 
income tax payments were in many Kraslava District 
rural local governments – Kepova pagasts, Andzeli pa-
gasts, Skeltova pagasts and Berzini pagasts (LVL 60.6, 
LVL 61.6 and LVL 61.7 per capita, respectively).

In 2007 the personal income tax revenues per 
 capita in local government budgets of 123 Latgale Re-
gion local governments or in 92% of their total number 
were below the average indicator of Latgale Region 
(LVL 189.0). Only 11 local governments managed to 
exceed the average.

The personal income tax payments increased in the 
reporting period in all local governments of Latgale 
Region, but the process was quite uneven. Within five 
years in the group of towns the increase in the tax per 
capita ranged from LVL 41 to LVL 140, but in the group 
of rural areas – from LVL 25 to LVL 115.

In the local governments with the largest perso-
nal income tax revenues per capita also the largest in-
crease in the personal income tax revenues per capita 
was registered. Within five years the personal income 
tax revenues per capita in local government budget of 
Rezekne increased by LVL 139.6, in Preili novads – by 
LVL 125.7, but in the group of rural local governments 

Figure 65. Development index of towns, pagasts, and novads of Latgale planning region using data from 2007.
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the increase in Rezekne District Lendzi pa-
gasts was by LVL 114.9, Balvi District Zi-
gure pagasts – LVL 103.3, Rezekne District 
Veremi pagasts – LVL 102.9. The smallest 
increase in personal income tax revenues 
was mostly observed in rural local gov-
ernments of Kraslava and Ludza Districts. 
In Ludza District Goliseva pagasts the in-
crease in tax was by LVL 24.7 per capita, 
Brigas pagasts – LVL 27.5, in Kraslava Dis-
trict Svarini pagasts – LVL 25.7, Andzeli pa-
gasts – LVL 27.3. Small increase in personal 
income tax per capita was registered also 
in Daugavpils District Bikernieki pagasts – 
by LVL 26.6. In the group of towns the 
smallest increase in personal income tax 
revenues per capita was registered in Su-
bate with rural territory (by LVL 41.0) and 
Zilupe novads (by LVL 64.3).

The difference between the largest 
and smallest amount of personal income 
tax per capita in the local government 
budgets in the towns of Latgale Region re-
duced from 4.8 times in 2003 to 3.1 times 
in 2007, but in rural territories – from 
6.0 to 4.1 times, respectively.

Demographic Burden

At the beginning of 2008 the Latgale 
Region group of towns had the lowest 
demographic burden amongst all groups 
of towns in regions, i.e., 490.0 children 
and retirement age inhabitants per 1000 
working age inhabitants. But in rural areas 
of Latgale Region the rate was the high-
est – 574.9 children and retirement age 
inhabitants per 1000 working age inhab-
itants.

At the beginning of 2008 the lowest 
demographic burden level in the Latgale 
Region group of towns was registered in 
Balvi – 472.3 and in Daugavpils – 474.6, 
but the highest was in Karsava – 639.9, 
Subate with rural territory – 621.9 and 
Dagda – 598.2. In Rezekne the demo-
graphic burden indicator was 495.0 chil-
dren and retirement age inhabitants per 
1000 working age inhabitants.

Number of local governments with 
large demographic burden reduced in the 
group of rural local governments of the re-
gion. At the beginning of 2003 there were 
67 local governments, but at the beginning 
of 2008 – only 5 local governments with 
demographic burden level exceeding 700. 
At the beginning of 2008 in Daugavpils 
District Ambeli pagasts there were 765.7 
children and retirement age inhabitants 
per 1 000 working age  inhabitants, in Balvi Ta
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District Kubuli pagasts – 751.6, Kraslava District Skelto-
va pagasts – 726.9, Rezekne District Struzani pagasts – 
710.2 and in Ludza District Salnava pagasts – 700.2. The 
lowest demographic burden indicators of Latgale Region 
rural areas were registered in Balvi District Berzkalne pa-
gasts – 428.6, Ludza District Cirma pagasts – 444.7, and 
in Kraslava District Berzini pagasts – 462.9.

At the beginning of 2008 the highest and lowest 
demographic burden indicator differed in the region’s 
group of towns by 1.4 times, but in the group of rural 
areas – by 1.8 times. The disparities in the group of local 
governments of towns have reduced, and in the group 
of pagasts – increased since the beginning of 2003.

Population Change

Within the period from the beginning of 2003 to 
the beginning of 2008 the population reduction in 
Latgale Region local government territories observed 
exceeded the reduction in other regions, and in rural 
areas these processes took place more intensively than 
in towns. Within five years the population in Latgale 
Region towns dropped by 5.8% on average, but in rural 
areas – by 9.0%.

The population reduced in all towns and in 97% of 
rural areas of Latgale Region, but the increase was re-
gistered only in four pagasts, three of which are in vici-
nity of Rezekne. During the reporting period the popula-
tion increased in Rezekne District Ozolaine, Griskani and 
Stolerova pagasts by 9.6%, 0.8% and 0.5%, respectively, 
and in Preili District Jersika pagasts – by 1.0%.

Within the group of towns of Latgale Region the 
population reduced most considerably in Vilaka 
(11.9%), Subate with rural territory (9.5%) and Dagda 
(8.5%). In absolute figures the most significant reduc-
tion in population was observed in the largest towns 
Daugavpils by 6700 and Rezekne by 1900, but in Livani 
novads – by 700.

In the group of rural territories the population 
dropped by more than one fifth (by 23.1%) in Kras-
lava District Kepova pagasts and in Berzini pagasts (by 
21.5%), in Ludza District Malnava pagasts (20.3%) and 
Balvi District Kuprava pagasts (20.2%). In the four pa-
gasts the largest decline in population has been regis-
tered amongst all Latvian local governments during the 
period from 2003 to the beginning of 2008.

Development Index of Regional territories

According to development index component values 
the territories of Latgale Region have been arranged 
into three groups. The first group with positive develop-
ment index values in all components included 6 local 
governments or 4% of the total number of territories: 
republican cities Rezekne and Daugavpils, Kraslava 
novads and Preili novads, Balvi and Rezekne District 
 Veremi pagasts. This course of development of local 
governments may be described as well-balanced.

In 65 local governments of the region or 49% of 
the total number of region’s territories all development 
 values were negative, as the basic development indica-
tors were below the region’s average. 63 local govern-
ments, i.e., 47% of the total number of region’s local 
governments, had both positive and negative develop-
ment index values, namely, some basic factors exceed-
ed, but others were below the region’s averages.

According to data from 2007 Latgale Region in 
general had only 18 local governments with a positive 
development index value, or 13% of all towns, novads 
and pagasts of the region.

According to data from 2007 Ozolaine pagasts of 
Rezekne District topped the Latgale Region’s ranking 
table. It was followed by Balvi, Daugavpils and Rezekne. 
The upper part of the ranking table was occupied by 
Rezekne District Griskani pagasts and Veremi pagasts, 
Daugavpils District Naujene pagasts, Preili novads and 
Kraslava novads. Rural local governments of Balvi and 
Ludza Districts predominated in the lower part of the 
ranking table. Amongst towns of Vilaka and Subate 
with rural territory had the lowest positions in the rank-
ing table of Latgale Region local governments (62nd and 
63rd place, respectively).

After reviewing the assessment of territory de-
velopment by dynamics it is seen that during all five 
reporting years of the period 12 local governments 
of the region featured stable development, namely, 
they had a development index with positive value 
only. The majority of local governments, i.e., 75% of 
the total number of Latgale Region local governments, 
had development indicators within the negative index 
range. Development of 21 local governments may be 
described as fluctuating, as the values of their develop-
ment index changed year to year (see Table 63 and 
Figure 65).
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LoCAL GoVeRnMent teRRItoRIeS oF RIGA PLAnnInG ReGIon

Unemployment Rate

At the beginning of 2007 in towns of Riga Region 
the average unemployment rate was 2.6%, but in rural 
areas – 2.5%. The unemployment indicators of Riga Re-
gion were the lowest amongst respective groups of other 
regions and considerably below the averages of groups 
of towns and rural areas in the country in general (3.2% 
and 4.4%, respectively). Unlike the other three regions, in 
Riga and also Zemgale Regions the situation of the group 
of rural local governments was on average better than in 
the group of towns in terms of employment.

At the beginning of 2008 in 54 local governments 
of Riga Region the unemployment rate was up to the 
limit of 3.0%, i.e., in 12 urban and 42 rural local gov-
ernments.

The lowest unemployment rate amongst towns of 
Riga Region was registered at the beginning of 2008 in 
Baldone novads (1.5%), Saulkrasti novads and Staicele 
with rural territory (2.2% in each). Unemployment rate 

reached 2.4% in Riga and 3.6% in Jurmala. Amongst 
towns the highest unemployment rate was observed in 
Limbazi – 3.9%.

In Riga Region rural local governments the un-
employment rate was within the range of 1.5–4.2% 
in the beginning of 2008, except for Tukums District 
Zante pagasts with unemployment rate 10.5%, which 
exceeded the average of the rural local governments 
regional grouping four times. Unemployment rate at 
4.2% was registered in Limbazi District Vilkene pagasts. 
Lowest unemployment rates were registered in local 
governments of Ogre and Riga Districts, i.e., in Ogre 
District Laubere pagasts (1.5%) and Taurupe pagasts 
(1.6%) and Riga District Sala pagasts (1.8%).

Within the reporting period the unemployment 
rate declined in all local governments of Riga Region. 
The most significant reduction in unemployment rate 
was registered in Salacgriva with rural territory (by 4.4 
percentage points) and Tukums District Zante pagasts 
(by 3.6 percentage points).

Figure 66. Development index of towns, pagasts and novads of Riga planning region using data from 2007.
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Within the period from the beginning of 2003 to 
2008 in Riga Region the disparity between the highest 
and lowest unemployment rate dropped in the group 
of towns from 4.1 to 2.6 times, but it increased in the 
group of pagasts – from 6.2 to 7.0 times.

Personal Income tax

In 2007 in Riga Region group of urban local govern-
ments the amount of personal income tax per capita in 
local government budgets was LVL 403.9 on average, 
but in rural areas the figure was LVL 94 smaller, i.e., 
LVL 310.4 (the disparity was LVL 45 in 2003). In the 
region’s groups of towns and rural local governments 
the averages of tax revenues exceeded the respective 
national averages (LVL 353.0 and LVL 202.4).

Amongst region’s towns, in 2007 the highest vol-
umes of personal income tax payments per capita in 
local government budgets were registered in Ikskile no-
vads (LVL 426.3) and Balozi (LVL 402.0), but amongst 
the republican cities – in Riga (LVL 418.5) and Jurmala 
(LVL 402.8). The smallest personal income tax revenues 
were in local governments of Limbazi and Tukums Dis-
trict: Staicele with rural territory (LVL 139.3) and Kan-
dava novads (LVL 184.1 per capita).

In rural local governments the share of personal in-
come tax per capita in the budgets of local governments 
fluctuated within the range of LVL 90–450. The amount 
of tax settled per capita in Riga District Kekava pagasts 
(LVL 447.3), Garkalne novads (LVL 446.7) and Babite pa-
gasts (LVL 436.3) were the highest not only amongst local 
governments of Riga Region, but also amongst all other 
Latvian local governments. In Limbazi District Braslava 
pagasts (LVL 88.6) and Tukums District Jaunsati pagasts 
(LVL 114.1) the smallest personal income tax amounts per 
capita within Riga Region were registered.

65 out of 75 local governments, or 86.7% of the total 
number of local governments, did not reach the  average 
personal income tax revenues per capita of Riga Region, 
which prove stratification in terms of  revenues amongst 
Riga, its vicinity and other local governments of the 
 Region.

The difference between the largest and smallest 
settled amount of personal income tax per capita in the 
local government budgets in the towns of Riga Region 
reduced from 3.4 times in 2003 to 3.1 times in 2007, 
but in rural territories – from 7.0 to 5.0 times.

Demographic Burden

At the beginning of 2008 in towns of Riga Region 
there were 513.8 children and retirement age inhab-
itants on average per 1000 working age inhabitants, 
but in rural areas – 510.0. Both in the groups of urban 
and rural local governments in Riga Region the demo-
graphic burden was lower than in the averages of re-
spective groups in the country.

At the beginning of 2008 in the group of towns 
Riga Region had the lowest demographic burden in 

Balozi (388.0), Vangazi (468.1) and Salaspils novads 
(470.5), but in the group of rural local governments – 
in Riga District Sala pagasts (418.8) and Olaine pagasts 
(426.8), Tukums District Viesati pagasts (428.1).

Amongst the group of towns of Riga Region at the 
beginning of 2008 the highest demographic burden 
rate was in Staicele with rural territory with 635.9 chil-
dren and retirement age inhabitants on average per 
1000 working age inhabitants. In Saulkrasti novads de-
mographic burden was 606.9, Kandava novads – 577.0. 
In the group of pagasts the highest demographic bur-
den was registered in Ogre District Madliena pagasts 
(640.2), Tukums District Jaunsati pagasts (630.2) and 
Limbazi District Skulte pagasts (618.8).

At the beginning of 2008, comparing with the be-
ginning of 2003, in Riga Region the disparity between 
the lowest and highest demographic burden rate re-
duced in the group of urban local governments from 
1.8 to 1.1 times, but in the group of rural local govern-
ments – from 1.7 to 1.2 times.

Population Change

In the period from the beginning of 2003 to the be-
ginning of 2008 the population of Riga Region group or 
urban local governments reduced more slowly than in 
the towns in the country on average (by 1.6% and by 
2.5%, respectively), but in the group or rural local govern-
ments – by 10.4%, in the situation when in rural areas in 
the country in general the population reduced by 2.9%.

Within the reporting period the population increased 
in 29 local governments of the Region, i.e., in 11 towns 
and urban novads, 18 pagasts and rural novads. But nega-
tive changes in population affected 46 local governments 
within the recent five years, i.e., the population reduced in 
9 urban and in 37 rural local governments.

In the group of towns significant increase from the 
beginning of 2003 to the beginning of 2008 was ob-
served in population in Balozi (by 29.4%) and Ikskile 
novads (by 23.5%). The rates of population increase 
show that the attractive territories included also Bal-
done novads (population increased by 9.5%), Saulkrasti 
novads (by 8.7%), Salaspils novads (5.7%) and Lielvarde 
novads (4.9%).

Particularly significant increase in the population 
was observed in Riga District rural local governments. 
In Garkalne novads the population increased by 62.2%, 
Marupe pagasts – 41.4% and Olaine pagasts – 31.4%. 
The population increased by more than one quarter 
also in Babite pagasts, Carnikava novads, Stopini no-
vads, Adazi novads and Kekava pagasts.

Within the reporting period in the region’s group of 
urban local governments the population considerably 
reduced in Ainazi with rural territory – by 15.0% (most 
significant reduction amongst all towns of the country) 
and Aloja with rural territory – by 7.4%. Population re-
duced by more than 10% in 9 rural local governments 
of Riga Region, including Ogre District Mengele  pagasts 
by 16.9%, Limbazi District Brivzemnieki pagasts by 
16.0%, Tukums District Vane pagasts by 13.9%.
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Unemployment Rate

At the beginning of 2008 only Vidzeme Region 
amongst Latvian regions had equal unemployment 
rate indicators in its urban and rural local government 
groups, namely, 3.5%. The average unemployment 
rate of Vidzeme Region towns exceeded the average 
of towns in the country only slightly (3.2%), but in the 
rural areas of the region it was below the average of the 
country’s rural territories (4.4%).

At the beginning of 2008 amongst the towns of 
Vidzeme Region the lowest unemployment rate was 
registered in Valmiera and Mazsalaca with rural terri-
tory (2.5% in each), Smiltene (2.9%), Cesis and Ligatne 
(3.0% in each). Varaklani (8.2%) had the highest unem-
ployment rate amongst the towns of the region.

In the group of rural areas extremely low unem-
ployment rates were registered in Aluksne District Jaun-
laicene pagasts and Gulbene District Litene pagasts 
(1.0% in each). In terms of employment a favourable 
situation was observed also in several rural territories of 
Valmiera and Cesis Districts, including Valmiera District 
Koni pagasts (1.4%), Vaidava pagasts (1.5%) and Dikli 
pagasts (1.5%), Cesis District Rauna novads, Zaube pa-
gasts and Straupe pagasts (1.8% in each). The highest 
unemployment rate was registered in Aluksne District 

Pededze pagasts – 13.3%. In the rural areas of Vidzeme 
Region at the beginning of 2003 15 local governments 
exceeded 10% unemployment rate, but at the begin-
ning of 2008 – only one.

Comparing with the beginning of 2003, at the be-
ginning of 2008 the unemployment rate reduced in 
117 local governments of the region, but it increased 
in 4 rural territories. In Valmiera District Lode pagasts 
the unemployment rate increased by 4.5%, but in Val-
miera District Berzaine pagasts, Aluksne District Zeltini 
pagasts and Valka District Palsmane pagasts the unem-
ployment increase was below 1%. Significant reduc-
tion in unemployment rate was registered in Madona 
District Osupe pagasts (by 8.0 percentage points) and 
Varaklani pagasts (by 7.5 percentage points).

The difference between the highest and lowest un-
employment rate reduced in the towns Vidzeme Region 
from 4.1 times in the beginning of 2003 to 3.3 times 
in the beginning of 2008, but in rural territories it in-
creased from 11.0 to 13.9 times, respectively.

Personal Income tax

In Vidzeme Region the average amount of personal 
income tax per capita in local government budgets was 

 Development Index 
of Regional Territories

According to data of 2007, Riga Region had 5 local 
governments (7% of the total number of region’s lo-
cal governments) with all development index values 
in positive figures, because all basic development in-
dicators were above the region’s average. Such were 
the Riga District local governments Garkalne novads, 
Babite pagasts, Carnikava novads, Stopini novads and 
Adazi novads. In 24 local governments of the region 
(32% of the total number of region’s local govern-
ments) all development values were negative, as the 
basic development indicators were below the re-
gion’s average. Mostly they were local governments 
of Limbazi and Tukums Districts. The largest group 
of territories (61% of the total number of region’s 
local governments) included territories with both 
positive and negative development index values. In 
these local governments some basic indicators ex-
ceed, and others fail to reach the averages of Riga 
Region. The sum of positive and negative figures does 
not provide an unequivocal indicator, but by more 
profound research of the development index value 
qualitative assessment of territory development may 
be  determined.

According to data of 2007, Riga Region had 15 ter-
ritories with a positive development index value: Riga, 

Ogre District Ikskile novads and 13 local governments 
of Riga District, including Balozi, Salaspils novads and 
Baldone novads. Garkalne novads topped the ranking 
table of Riga Region local governments by develop-
ment index.

The positive development index range was bal-
anced by 60 territories with negative index values, 
because the arithmetical means of basic factors are es-
timated as weighted means taking into account size of 
population in the respective territory. Here Riga City 
has a very considerable influence with its positive de-
velopment index value.

As in previous years the lower part of the region’s 
ranking table was occupied by local governments of 
Limbazi and Tukums Districts. Limbazi District Vilkene 
pagasts was in the penultimate position, but Tukums 
District Zante pagasts was in the last position, because 
the considerable negative value of its development in-
dex was mostly affected by the unemployment rate 
relatively high for Riga Region.

13 local governments of Riga Region represented 
stably positive dynamics of development where the 
development index was positive within all five re-
porting years. 54 local governments of the region 
were described by constantly negative development 
index, but in 8 local governments the development 
index values changed year to year (see Table 64 
and Figure 66).

LoCAL GoVeRnMent teRRItoRIeS oF VIDZeMe PLAnnInG ReGIon
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LVL 314.6, but in the group of rural local governments – 
LVL 179.3, in 2007. Indicators of Vidzeme Region groups 
of local governments were below the respective aver-
age indicators of the country (LVL 353.0 and LVL 202.4, 
respectively).

Within the period from 2003 to 2007 in the 
Vidzeme Region group of towns the personal income 
tax re venues per capita increased by LVL 197, but in 
rural  areas – by LVL 119, i.e., tripled.

The differentiation in terms of revenues of inhabit-
ants is represented by breakdown of local governments 
against the region’s average. 104 local governments 
or 86.0% of the total number of region’s local govern-
ments failed to reach the Vidzeme Region’s average of 
the amount of personal income tax per capita in 2007. 
17 local governments had the personal income tax rev-
enues above the region’s average.

In 2007 amongst towns the highest amounts of per-
sonal income tax per capita in local government budgets 
were in Valmiera (LVL 394.0), Smiltene (LVL 374.8) and 
Cesis (LVL 342.6), but in the group of rural local gov-

ernments – Cesis District Priekuli pagasts (LVL 327.3), 
Valmiera District Brenguli pagasts (LVL 308.2) and Ma-
dona District Kalsnava pagasts (LVL 261.3). The small-
est personal income tax per capita in both groups of 
local governments was settled in local governments of 
Aluksne District – in Ape with rural territory (LVL 141.8) 
and Pededze pagasts (LVL 61.6). 

In the period 2003–2007 the amount of personal 
income tax per capita increased in all local govern-
ments of Vidzeme Region, but the extent of increase 
ranged from LVL 300 to LVL 200. The most significant 
increase in the tax was registered in Valmiera, Smiltene, 
Cesis and Valmiera District Brenguli pagasts and Valmi-
era pagasts.

In 2007 in Vidzeme Region the difference amongst 
the towns by the amount of settled personal income 
tax per capita in the budgets of local governments was 
2.8 times, but in the group of region’s pagasts consi-
derably large contrasts can be observed – the  difference 
reached 5.3 times. In 2003 the respective rates were 
2.6 and 7.0 times.

Figure 67. Development index of towns, pagasts, and novads of Vidzeme planning region using data from 2007.
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Demographic Burden

In Vidzeme Region the groups of local govern-
ments had the demographic burden higher on aver-
age than the country’s average. At the beginning of 
2008 the towns of Vidzeme Region had 550.4 chil-
dren and retirement age inhabitants on average per 
1 000 working age inhabitants, but the pagasts – 
545.1 (518.0 and 538.7 in the respective groups of 
territories in the country on average).

Within the reviewed five years the demo-
graphic burden considerably reduced in almost all 
local governments of Vidzeme Region. The only 
 exception was Aluksne District Trapene pagasts 
with demographic burden slightly increasing.

At the beginning of 2008 4 local governments of 
the region had demographic burden above 700, i.e., 
in Varaklani, Mazsalaca with rural territory, Ligatne 
and Madona District Varaklani pagasts. At the begin-
ning of 2003 the region had 22 local governments 
with demographic burden above 700, including 3 
local governments with demographic burden ex-
ceeding the figure of 800 inhabitants.

At the beginning of 2008 in Vidzeme Region the 
lowest demographic burden was registered in the 
group of urban local governments in Valmiera (517.7), 
but in the group of pagasts local governments – Valm-
iera District Valmiera pagasts (425.2).

At the beginning of 2008 the lowest and high-
est indicators of demographic burden in Vidzeme 
Region towns, as at the beginning of 2003, differed 
by 1.4 times, but in region’s pagasts the difference 
dropped from 2.1 to 1.7 times during the respective 
period of time.

Population Change

In the period from the beginning of 2003 to 
the beginning of 2008 the population reduced in 
the towns of Vidzeme Region by 3.5% on average, 
but in the group of pagasts – by 6.6%. Compar-
ing respective groups of local governments in the 
country in general, the population reduction rates 
were slightly higher in towns of Vidzeme Region, 
but in rural territories of the region the population 
reduced even 2.3 times more rapidly.

Within five years the population reduced in all 
towns of Vidzeme Region and in 95% of rural ter-
ritories. Population reduced by at least 10% in 25 
territories of the region, including 2 towns – Ligatne 
and Ape with rural territory. The most significant re-
duction was observed in Aluksne District Kalncempji 
pagasts with population reduction of 27.9%.

Positive changes in population took place in 5 
rural local governments of Vidzeme Region. In Cesis 
District Vaive pagasts the population increased by 
3.0%, Valka District Varini pagasts – by 2.0%, but 
population reduced by less than 1.5% in Valmiera 
District Brenguli pagasts and Koceni pagasts, as 
well as in Cesis District Marsneni pagasts.
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 Development Index of Regional territories

According to data of 2007, the first group of territo-
ries of Vidzeme Region with all development index basic 
indicators exceeding region’s averages included only 4 
local governments. The second group with all negative 
development index values, because they were below 
the region’s average, included 23 local governments. 
But the third group, which was the largest and where 
development index consists both of positive and nega-
tive values, included 94 local governments of the re-
gion. According to this breakdown, in Vidzeme Region 
3% of the total number of local governments represent-
ed positive development, 19% – negative, but in 78% of 
territories the course of development fluctuated.

By reviewing the value of development index by dy-
namics, in 16 local governments of Vidzeme Region the 
development index was positive in all five reporting years, 
in 67 local governments – negative, but in 38 local govern-
ments the development index value was fluctuating.

According to data of 2007 in Vidzeme Region 33 lo-
cal governments or 27% of the total number of local 
governments of the region had a positive development 
index value. Local governments of Valmiera District 
were in the upper part of region’s ranking table. Val-
miera topped the table, and it was followed by Val-
miera District Valmiera pagasts, which had topped it in 
2003–2006, but according to data of 2007 it dropped 
to 2nd place. The positions going down the ranking 
table were occupied by Valmiera District Kauguri pa-
gasts, Vaidava pagasts and Koceni pagasts, followed 
by Cesis.

Local governments of Madona and Aluksne Districts 
were in the lower part of the ranking table. Amongst 
towns Varaklani was the last, but amongst rural local 
governments – Madona District Murmastiene pagasts, 
Varaklani pagasts and Osupe pagasts, as well as the 
Aluksne District Pededze pagasts, which was in the last 
place in Vidzeme Region ranking table throughout five 
years (see Table 65 and Figure 67).

Unemployment Rate

At the beginning of 2008 the unemployment rate 
in Zemgale Region towns (3.5%) was slightly above the 
average of towns in the country (3.2%), but in rural 
 areas of the region (3.2%) it was lower by 1.2 percent-
age points than the average of rural territories in the 
entire country (4.4%).

Amongst Zemgale Region towns the lowest un-
employment rate at the beginning of 2008 was in Jel-
gava – 2.7%, Jaunjelgava with rural territory – 3.3% 
and Aizkraukle novads – 3.5%. As before, the highest 
unemployment rate was registered in Viesite with rural 
territory (8.9%), Akniste with rural territory (7.5%) and 
Auce with rural territory (6.2%).

In the region’s group of rural local governments 
the lowest unemployment rate was registered in Jel-
gava District pagasts – Vircava pagasts (1.1%), Sidra-
bene pagasts and Svete pagasts (1.6% in each). Unem-
ployment rate below 2.0% was in 8 more rural local 
governments. In region’s rural territories the highest 
unemployment rate was in Dobele District Lielauce pa-
gasts – 7.2%.

Comparing with the beginning of 2003, at the be-
ginning of 2008 the unemployment rate reduced in ter-
ritories of all local governments of Zemgale Region, only 
the reductions themselves differed from 0.4 to 10.0 per-
centage points. The most significant decline in unem-
ployment rate was observed in Jekabpils District Asare 
pagasts and Aizkraukle District Vietalva  pagasts.

The disparities between the lowest and highest un-
employment rates increased in Zemgale Region in the 
groups of both urban and rural local governments. At 
the beginning of 2008 the indicators differed in towns 

by 2.8 times, rural areas – by 6.5 times, and at the begin-
ning of 2003 – by 2.6 and 5.9 times, respectively.

Personal Income tax

The amount of personal income tax per capita in 
local government budgets in 2007 in the towns of 
Zemgale Region (LVL 320.6) was more than by one 
and a half times the figure of rural areas of the region 
(LVL 201.6). The averages of Zemgale Region groups of 
local governments were below the respective averages 
in the country (LVL 353.0 and LVL 202.4), though the 
difference in rural local governments was very slight.

In 2007 84 local governments or 88.4% of the total 
number of local governments failed to reach the re-
gion’s average personal income tax.

In 2007 the largest personal income tax payments 
per capita in local governments budgets were settled in 
Aizkraukle novads (LVL 382.7), Dobele (LVL 372.4) and 
republican city Jelgava (LVL 349.3), but in the group of 
rural local governments – in Jelgava Distict Ozolnieki 
novads (LVL 302.6) and Aizkraukle District Skriveri pa-
gasts (LVL 280.8).

The lowest personal income tax indicators were ob-
served in local governments of Jekabpils District, i.e., in the 
group of towns – Akniste with rural territory – LVL 191.6 
per capita, but in the group of rural local governments – in 
Asare pagasts, Mezare pagasts and Rubene pagasts, where 
the personal income tax payments per capita in local gov-
ernments budgets did not reach the rate of LVL 100.

Within the period 2003–2007 the personal income 
tax revenues increased in all local governments of the 
region – from LVL 38 to LVL 185 per capita.

LoCAL GoVeRnMentS teRRItoRIeS oF ZeMGALe PLAnnInG ReGIon
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The difference between the largest and smallest 
amount of personal income tax per capita in the local 
government budgets in the towns of Zemgale Region 
reduced from 2.3 times in 2003 to 2.0 times in 2007, but 
in rural areas – from 5.2 to 3.7 times, respectively.

Demographic Burden

In the groups of local governments of Zemgale 
Region the demographic burden was below the na-
tional average at the beginning of 2008. The towns 
of Zemgale Region had 516.3 children and retirement 
age inhabitants on average per 1 000 working age 
inhabitants, but pagasts had the figure in extent of 
527.1 (518.0 and 538.7 in the respective groups in the 
country on average).

At the beginning of 2008 in the group of towns of 
Zemgale Region Aizkraukle novads (475.2 children and 
retirement age inhabitants per 1000 working age inhab-
itants) and Jelgava (505.3) stood out with their favour-
able demographic situation, but in the group of rural lo-
cal governments – Bauska District Gailisi pagasts (385.2), 
Aizkraukle district Serene pagasts (409.0). In two rural 
local governments the demographic burden exceeded 
the rate of 700 inhabitants – Jekabpils District Kukas pa-
gasts (708.9) and Rubene pagasts (725.2).

Within the period from the beginning of 2003 to the 
beginning of 2008 the demographic burden reduced 
in all local governments of Zemgale Region with vary-
ing intensity, but most considerably – in rural territories 
of Jekabpils District, but amongst towns – in Plavinas. 
However, at the beginning of 2008 Plavinas in the re-
gion’s group of towns is the local government having 
the highest demographic burden – 595.7 children and 
retirement age inhabitants per 1 000 working age in-
habitants.

At the beginning of 2008 the difference between 
the lowest and the highest indicators of demographic 
burden was 1.3 times in the group of towns of Zemgale 
Region, in the group of pagasts – 1.9 times, but during 
the reporting period there were almost no changes tak-
ing place in the difference.

Population Change

In Zemgale Region towns the population reduction 
took place from the beginning of 2003 to the begin-
ning of 2008 more slowly than in the respective group 
of territories in the country on average – by 1.5% and 
2.5%, respectively, but in the region’s group of rural lo-
cal governments the population reduced more rapidly 
than in rural territories of the country on average, i.e., 
by 3.8% and 2.9%, respectively.

Within five years the population reduced in 85 local 
governments of Zemgale Region, which is 89% of the 
total number of local governments. Population reduced 
in all towns of the region. In 17 rural local governments 
of Zemgale Region the population reduced by more 
than 10%, but to the most considerable extent – in Do-
bele District Ukri pagasts – by 23.4%.

Positive changes in population were observed in 
10 rural local governments of Zemgale Region. From 
the beginning of 2003 to the beginning of 2008 in 
Jelgava District Ozolnieki novads the population in-
creased by 9.0%, Livberze pagasts – by 8.3% and 
Gluda pagasts – 5.2%.

Development Index of Regional territories

According to data of 2007 Zemgale Region had 
only 2 local governments (2% of the total number of 

Figure 68. Development index of towns, pagasts, and novads of Zemgale planning region using data from 2007.
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region’s local governments) which had all basic development indicators above 
the region’s average, i.e., all development index values were positive – Aizkraukle 
District Serene pagasts and Jelgava. Development of these territories may be 
described as particularly positive.

In 21 local governments of the region (22% of the total number of region’s lo-
cal governments) all development values were negative, as the basic development 
indicators were below the region’s average. Those were mostly local governments 
of Jekabpils District. By far the largest group of local governments (72 local govern-
ments or 76% of the total number of region’s local governments) had both positive 
and negative development index values. In these local governments some indica-
tors exceeded, but others did not reach the averages of Zemgale Region, and the 
development of the territory may be assessed as relatively fluctuating.

After reviewing the values of development index within dynamics of five years it 
is seen that during the entire period the development of 15 local governments may 
be described as positively stable, because the changes in development index took 
place within the interval of positive value. Negatively stable development is attribut-
able to the 65 local governments of Zemgale Region, which had the development 
index in the interval of negative value during the entire reporting period. Fluctuat-
ing index value describes the development of 15 local governments.

According to data of 2007 Aizkraukle District Serene pagasts topped the re-
gion’s ranking table. It was followed by several rural territories of Jelgava Dis-
trict – Ozolnieki novads, Gluda pagasts and Livberze pagasts. Amongst towns 
Jelgava and Aizkraukle novads had the highest positions.

Territories of Jekabpils District and Dobele District had the closing positions 
of Zemgale District development index ranking table. Amongst the local govern-
ments of the group of towns Viesite with rural territory and Akniste with rural 
territories should be mentioned, but amongst local governments of the group of 
pagasts – Jekabpils District Rubene pagasts and Asare pagasts, as well as Dobele 
District Ukri pagasts (see Table 66 and Figure 68).

After a general overview of disparities between the highest and lowest basic in-
dictors describing the development broken down into regions it is seen that during 
the five reporting years in the majority of territories the disparities increased in terms 
of employment, but the disparities describing the welfare reduced in almost all of 
them. Significant changes were not observed in the indicators of demographic bur-
den (see Tables 67 and 68).

Table 67. Disparities in the group of urban local governments of planning regions 
between the best and the worst indicators, in multiples.

Table 68. Disparities in the group of rural local governments of planning regions 
between the best and the worst indicators, in multiples.
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Data included in previous chapters represent se-
veral general correlations in the development of Latvian 
 territories. These correlations are not directly obvious in 
each individual description of local govern ment groups 
and regions, but they may be observed through com-
mon relationships after viewing descriptions of de velop-
ment of all territories with respect to the status, size and 
location of these territories as well as through inter-
relationships amongst these territories. Cartographic 
materials provide additional demonstrative data.

Disparities in territory development levels are dis-
cussed within the context of common development 
processes of Latvia.

Within the territory of Latvia several processes have 
become highlighted and four of them stand out: (1) 
territorially differentiated movement of inhabitants, 
(2) more rapid development of centres in contrast to 
the slower development rates of remote territories, (3) 
more rapid development of territories in areas adjacent 
to national importance traffic mains, (4) establishment 
of relations amongst towns and their vicinities.

 territorial Breakdown 
of Movement of Population

The population in Latvia continued decreasing dur-
ing the review period. It reduced both in Latvia in ge-
neral and in each separate planning region mostly due 
to the negative natural growth. Reduction of the size 
of population was territorially differentiated and it was 
more typical in the large cities of Latvia, where some 
of their inhabitants changed their place of residence to 
the vicinity of nearby suburbs.

Also the gradual decreasing of population contin-
ued in the rural territories of the national border and in 
the remote territories of administrative districts. Popu-
lation reduced in Latvian towns in general, but the 
process with population increasing in separate towns 
nearby Riga continued simultaneously.

During the review period the intensity of reduction 
of population decreased by a small improvement in the 
indicators of natural movement and decline in migra-
tion volumes, and the daily mobility of inhabitants in-
creased at the same time, mostly in Pieriga.

Changes in population age structure continued. 
Comparatively more favourable indicators describe 
towns and their adjacent rural territories, but compara-
tively high level of demographic burden features in the 
remote rural territories of administrative districts.

Within the reporting period the direction of urban 
inhabitants moving to residence in suburban territories 
intensified. Therefore the proportion of inhabitants of 
towns slightly reduced in the total size of the national 

population. It was mostly determined by the reduction 
in the population in the large cities. The mobility of 
inhabitants of large cities was higher, and their influ-
ence to the changes in the total breakdown of their 
region’s inhabitants is also relatively larger. Changes in 
Riga’s population have a very predominating impact on 
changes in the population of the region and the popu-
lation of Pieriga in particular.

The role of internal migration increased in Latvia, – it 
was intensified by increase in labour market activity and 
demand. In this period the migration process in Latvia was 
generally described by direction of population flow from 
Latgale, Vidzeme and Kurzeme to Riga Region. Zemgale 
was exceptional for having Riga nearby and due to the 
fact that the centres of Zemgale Region are functionally 
more related with Riga, and Zemgale even maintained a 
slightly positive balance of inter-regional migration.

Centres and Remote Areas

During the reporting period the remote area effect 
intensified, i.e., the development of large Latvian towns 
(republican cities, mostly) and centres of administrative 
districts took place more rapidly. But in the border of 
Latvia, i.e., in border territories of Ludza, Kraslava, Liepa-
ja, Saldus, Aluksne, and other districts and also in farther 
areas of districts the development decelerated and its 
level reduced relatively.

Values of territory development index represent 
the situation of remote areas demonstratively. In the 
scale of Latvia the value of territory development in-
dex, which describes the development level of local 
territories, has been differentiated both among regions 
and in the internal comparison of territories of regions. 
The development level of Riga Region territories is no-
ticeably higher compared with other regions. Within 
regions the differentiation of development level indi-
cator is more expressed amongst the territories of lo-
cal municipalities within the administrative districts, 
where the towns of district centres and their adjacent 
territories prevail over the remote territories of a district 
in terms of index value. The comparatively highest in-
crease in the development index within the boundaries 
of territories of districts has been observed in territories 
initially having a lower index value.

Within the five reporting years the development of 
Latvian national economy had quite differentiated effect 
on the development of Latvian rural areas in spatial terms. 
In territories outside the Pieriga area, i.e., Riga agglomera-
tion, the gap caused by different development pre-condi-
tions expanded between towns and rural areas.

Development trends of separate rural territories were 
largely determined by their location and the character of 

VII. GeoGRAPHIC CoRReLAtIonS oF DISPARItIeS 
In tHe teRRItoRY DeVeLoPMent LeVeL
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relations with nearby towns. The course of development 
depended on whether the nearby towns concentrated 
on only the development of own territory or became 
integrated with the surrounding rural areas.

During the reporting period of economic development 
the unemployment rate reduced in all territories. Unem-
ployment rates reduced more rapidly in those territories, 
where previously they were higher (in Latgale, remote 
areas of districts, border of the country), and vice versa. 
It may be explained by the fact that in circumstances of 
increase in economic activity and after growth in overall 
demand for labour force these territories had more avail-
able human resources and reduction of unemployment 
took place mostly on the account of population labour 
mobility, i.e., the inhabitants of rural territories commuted 
to nearby towns and district centres.

Accessibility Conditions

Disparities in territory development level are largely 
related with the spatial differentiation according to lo-
cation of highways. Influence of roads is most directly 
visible in breakdown of population size. Outside towns 
the population density is larger in those territories 
reached by national highways.

Easier access provided by national main roads and 
railways is largely extinguishing the disparities in develop-
ment level of remote territories and territories of district 
central areas or even territories adjacent to towns.

Infrastructure, which is lagging behind or has a 
weak relation with the towns and rural territories, has 
prevented the attraction of investments and modern 
economic development, which, in its turn, increased 
development inequalities in Latvia even more.

towns and Urban Regions

The disparities in development level are largely relat-
ed with the spatial differentiation according to  relations 

of main inhabited areas of territory with a nearby town, 
or in the event of a town – with relations with the main 
town or other similar towns.

During the reporting period the process, when 
towns attracted larger internal migration flows, contin-
ued on a stable basis. Also in larger towns the migration 
volume was relatively higher and therefore the regions 
with larger proportion of large towns attracted compar-
atively more inhabitants on account of migration. Large 
cities and district centres as well are also economically 
more related to the rural territories of regions, therefore 
also the proportion of population kept growing directly 
in the district centres and their vicinities due to inhabi-
tants changing their place of residence.

During the period of economic advancement the 
local governments in the vicinity of the capital city 
Riga represented particularly rapid development of 
economic indicators. Location of territories, namely, the 
closeness of towns, especially Riga, comparatively good 
accessibility of a town, and the increase in the mobility 
of inhabitants influenced the increase in employment 
rate, the diversity of places of employment, and the 
growth in the extent of revenues in a favourable way. 
The increase in personal income tax per  capita and 
reduction in unemployment rate are comparatively 
more considerable in the rural territories located on 
the limits of Riga and also nearby other towns, and 
the equalization of financial welfare can be observed in 
towns and suburbs in general. It should be recognized 
that the increase in indicators was largely determined 
by business activity in Riga and other towns in its 
vicinity, which, in its turn, provided workplaces for 
inhabitants of Pieriga territories. Growth of economic 
activity level directly in the rural territories had no 
determining effect. Vicinities of other large towns 
also developed on a smaller scale, and likewise in 
terms of trend and spatial structure. Liepaja, Jelgava, 
Daugavpils, also Ventpils, Rezekne and Jekapbils, but 
to a lesser extent, developed as centres of employment 
and services, which unite the adjacent territories and 
towns forming urban regions.
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VIII. LAtVIAn ReGIonAL DeVeLoPMent 
PoLICY AnD ItS IMPLeMentAtIon

A BRIeF SUMMARY oF LAtVIAn ReGIonAL DeVeLoPMent PoLICY

Both the unfavourable territorial disparities and ter-
ritory development potential (resources and opportu-
nities) substantiate the necessity for targeted national 
regional policy that would ensure a well-balanced re-
gional development in the country. Theory of regional 
policy and experience of different countries show that 
regional policy is the area with most significant govern-
mental intervention observed in the process of social 
economic development.

The review of Latvian regional policy creation and 
implementation frames the period from 1996 to the 
first half of 2009. During this period a targeted con-
centration of support into comparatively weaker de-
veloped territories is the most characteristic feature of 
regional policy. Determination of specially supported 
territories according to fundamentally united method-
ology has been implemented since 1999. 2008 is the 
last year, when it was implemented with respect to 
an almost unchanged structure of administrative ter-
ritories. Comparison of territory development allows 
more precise evaluating of the development trends. 
At the same time, by viewing the course of develop-
ment within the context of current regional policy 
aims, institutional framework and utilised support in-
struments, assessment of the effect of implemented 
regional policy is also feasible. Within the time span 
exceeding ten years there are periods, when defin-
ing and implementing of policy has taken place after 
changes in external conditions mostly due to prepar-
ing and accession to European Union (EU) and the 
growing necessity for accomplishing the implementa-
tion of policy.

 Creation and Implementation of Unified 
Policy for Supporting territories until 2004 
(Prior to Accession to european Union)

The Latvian regional development concept cre-
ated in 1996 by a task force, which was formed by the 
Ministry of Environmental Protection and Regional 
Development, defined modern fundamentals in line 
with the understanding of European regional develop-
ment policy for further promotion of Latvian territory 
development. The concept of regional development 
policy defined the aims of regional development po-
licy, which were directed towards ensuring favourable 
and equal conditions of environment, residence and 
work in all regions of Latvia, reduction of unfavourable 
disparities, assurance of sustainable development and 
integration into European Union and processes of its 

regional  policy. The concept also provided for the tasks 
of Latvian regional development policy:

•  ensuring regional point of view in adopting deci-
sions of all levels, concepts, action programs and 
other documents regarding the national or field 
development;

•  promotion of self-development processes for re-
gional unions of pagasts, towns, districts and local 
governments;

•  promoting independence of local public and eco-
nomic activities;

•  promoting and supporting establishment of coor-
dinated development strategies for local govern-
ments, regions and the country and continuing 
further procedure of strategic planning;

•  promoting the development of required infra-
structure throughout the country with considera-
tion of regional disparities;

•  promoting the change of national economy struc-
ture by creating a favourable environment for de-
velopment of business in all regions of the country;

•  increasing the diversity of national economy 
 structure;

•  promoting the maintaining and development 
of diverse distribution of population throughout 
Latvia;

•  promoting cooperation amongst countries of 
Baltic Region and integration of Baltic States by 
maximum utilisation of the potential of Latvia in 
accordance with European political and economic 
processes and EU regional development policy.

Regional development policy concept was the ma-
jor policy planning document related to the regional 
development, and it constituted the basis for creation 
of the Program of Specially Supported Territories by the 
Ministry of Economics; it was the most significant pur-
posefully utilised instrument for supporting  regional 
development during the period 1997–2004 when the 
Cabinet of Ministers approved the Regional Policy 
Guidelines.

In 1997 the work on determination of specially sup-
ported territories has been commenced. The approach 
for determining the supported territories was created 
by simultaneous consideration of disparities in nature 
conservations and the social economic development 
level of local government territories. State Institute of 
Statistics created an integrated indicator for compara-
tive measurement of development level of the terri-
tories of the country, which initially was the territory 
development ranking but by following improvements 
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it became the territory development index, whose cal-
culation included various social economic parameters 
and their relative significance.

Due to complicated economic conditions in the 
country and unclosed discussion regarding regional 
policy implementation mechanisms the unified im-
plementation of territory support policy failed to 
commence. In the period of 1997–2001 expansion 
of Program of Specially Supported Territories was 
planned by additional creation of programs for sec-
tors and special national regional development pro-
grams for problematic territories, e.g., for supporting 
border territories, promotion of tourism, etc. In 2000 
an attempt to develop a comprehensive inter-sector 
development policy document – the National Region-
al Development Program – was made, but the work 
was not finished. Discussions and work continued in 
parallel with creation of an approach for determining 
the social economic development level of territories. 
In 1999, by improving territory development ranking 
methodologies, the methodology for calculating ter-
ritory development index was created and has con-
stantly been applied since 2000. Analysis of method-
ology and obtained results has shown that the created 
methodology and range of selected indicators reflect 
the social economic development level of territories 
comparatively objectively and it is applicable to de-
velopment assessment process and convenient for 
deter mining disparities in territory levels.

In the period from 1996 to 2001 the creation and 
implementation of Latvian regional policy was frag-
mented into sectors, and responsibility for implemen-
tation was distributed amongst several ministries. No 
regular monitoring of regional policy implementation 
and assessment of results has been performed. Crea-
tion of national Policy Planning Guidelines (2001) was 
a significant attempt to overcome the fragmentation of 
development planning. But Performance Indicator Sys-
tem Guidelines (2003) reinforced the policy planning 
system by determining the interrelations of sectors and 
common creation principles and structure for develop-
ment policy documents.

Working on creation of a new Latvian regional 
policy legal and institutional provision has been 
commenced prior to accession to European Union. 
In 2002 the Ministry of Regional Development and 
Local Government (MRDLG) was established for 
creation of state regional policy and coordination 
of implementation. In 2002 Saeima adopted the 
“Regional Development Law” that prescribed the 
aims of regional develop ment:

•  promotion and assurance of well-balanced and 
sustainable development by complying with all 
features and opportunities of the entire national 
territory or its separate parts;

•  reduction of unfavourable disparities amongst 
them;

•  maintaining and developing the features charac-
teristic to the nature and cultural environment of 
each territory and its development potential.

The regional policy has been described in the law 
not only as supporting and developing separate re-
gions or less developed territories. It envisioned that 
the national regional development shall comprise all 
regions of the country by searching for most effective 
development instruments for each territory. The law 
defined that regional development policy is a part of 
national development policy, that planning of sectoral 
development shall be integrated, territorial dimension 
shall be included and that sectoral development shall 
be planned according to regional development docu-
ments.

“The Regional Development Law” prescribed that 
the regional development shall be implemented in the 
country according to mutually coordinated regional 
development planning documents. These documents 
are as follows:

•  Regional Policy Guidelines;
•  National Spatial Plan;
•  National Development Plan;
• sectoral development programmes;
•  development programmes and spatial plans 

of planning regions;
•  development programmes and spatial plans of 

district local governments;
•  development programmes and spatial plans of 

 local governments.

On April 2, 2004 the Cabinet of Ministers approved 
the Regional Policy Guidelines with Decree No. 198 
determining it as a long-term (10 and more years) re-
gional policy planning document, which includes main 
basic principles, aims, priorities and action directions of 
regional development.

According to Regional Policy Guidelines the aims of 
Latvian regional policy are as follows:

•  advancing the development level of Latvia and its 
regions to catch up with European countries; 

•  increasing the competitiveness of Latvia and its 
regions against other EU regions;

•  ensuring equal living, working and environmental 
conditions for inhabitants of the country through-
out Latvia to promote well-balanced development 
of the territory of the country, regions and their 
parts;

•  provision of equal business preconditions through-
out Latvia to promote well-balanced development of 
the territory of the country, regions and their parts;

•  increasing the international competitiveness for 
Riga as the capital city.

For achieving the set aims the Regional Policy 
Guidelines prescribed the following action directions:

•  ensuring creation and implementation of regional 
development planning documents;

•  development and implementation of mutually co-
ordinated policy of sectors;

•  by development of sectoral policy, compliance 
with features of the entire territory of the country 
and its separate parts and identification of present 
and planned effect of sectors in territory;
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•  implementation of the administrative territorial 
reform;

•  ensuring a coordinated application of support in-
struments for achieving the goals set in the re-
gional development planning documents;

•  ensuring distribution of state support programs 
and finance from EU structural funds amongst 
planning regions according to the priorities pre-
scribed in planning regions development pro-
grams;

•  determination of territorial differentiation of state 
support instruments and expanding the range of 
local territory development support instruments;

•  establishment of cooperation mechanisms in the 
area of regional development and provision of 
support for regional and local level institutions for 
raising their capacity; 

•  arrangement of state administration regional 
structures according to territories of planning re-
gions ad regional local governments;

•  creating preconditions for increasing the interna-
tional significance and competitiveness of Riga as 
the capital city. 

Generally during the period of time prior to acces-
sion to European Union, an important turn took place 
in the regional policy from the understanding of re-
gional policy as policy for supporting territories weaker 
in terms of development to the opinion that the na-
tional regional development shall include all regions of 
the country by searching the most effective develop-
ment instruments for each territory. Establishment of 
Ministry of Regional Development and Local Govern-
ment was in this period of time amongst the essential 
preconditions for further reinforcement of regional 
policy framework and allowed the horizontal char-
acter of regional policy to intensify, which requires a 
significant contribution into promotion of inter- sector 
 coordination.

 Latvian Regional Policy After 
Accession to european Union

“The Regional Development Law” (2002) and Re-
gional Policy Guidelines (2004) constituted the legal 
grounds and defined development policy directions 
immediately after accession to European Union. Af-
ter accession to EU a new situation in terms of  quality 
emerged as the EU finance for regional development 
support became available to Latvia. National Develop-
ment Plan 2004–2006 was created as the basis for ac-
quiring EU finance before Latvia acceded to EU. The 
National Development Plan was a medium-term (seven 
years) regional policy planning document envisioning 
the analysis of social and economic situation, determi-
nation of aims and priorities for regional development, 
supporting activities for implementing the set aims and 
financial means required for performing them. Its crea-
tion was planned to take place pursuant to aims and 
priorities set in the Regional Policy Guidelines and the 

National Spatial Plan by complying with development 
priorities prescribed by planning regions development 
programs and spatial plannings. The regional dimen-
sion was insufficiently considered in the National De-
velopment Plan 2004–2006 and therefore the docu-
ment of this period cannot be considered as regional a 
development document on a national scale. But it was 
the precondition, which determined the policy for fi-
nance of EU structural funds to reach certain territories 
and promote their development by implementing the 
Latvian Development Plan 2004–2006 or the Unified 
Program Document, Plan for Development of Latvian 
Rural Areas intended for purposes of implementing the 
Program for Development of Rural Areas 2004–2006, 
and by implementing the projects of Cohesion Fund 
and other EU programs during the implementation of 
planning period 2004–2006*.

According to the “Regional Development Law” also 
sectoral development programmes were created in 
Latvia as medium-term (seven years) policy planning 
documents attributed towards a specific development 
sector and prescribed goals, main tasks and results to 
be achieved for development of the respective sec-
tor. The law prescribed that they shall be created and 
implemented pursuant to Regional Policy Guidelines, 
National Spatial Plan and National Development Plan. 
In majority of sectoral development programmes the 
territorial development was comparatively general and 
formal or was omitted at all. 

The work on the two main national strategic devel-
opment documents – “Latvian Model of Development: 
People First” and the “National Development Plan 
2007–2013” – were commenced in 2005 and comple-
ted in 2006 under supervision of MRDLG.

National Development Plan 2007–2013 (NDP) 
was created in general for reflecting the national pri-
orities, setting medium-term goals, tasks and actions 
for reaching them, by envisioning various sources of 
finance. NDP section: Development in Regions in-
dicated the tasks to be solved within regional policy 
within period 2007–2013. The methodological regula-
tions for creating the document envisioned that inclu-
sion of the so-called regional component is mandatory 
in every sector and area included in the plan and that 
development priorities for planning regions shall be 
integrated in the plan. Integration of development of 
sectors into a unified vision of national development 
was largely attempted by the process of creating the 
National Development Plan 2007–2013. It is important 
that under guidance of MRDLG by in fact all ministries 
and other governmental institutions, representatives of 
planning regions and local governments, scientists and 
representatives of various non-governmental organisa-
tions were involved in creating the plan. After extensive 
public discussion of the document NDP was adopted 
on July 4, 2006.

 *   The planning period has been implemented according 
to N+2 principle, and therefore the implementation 
of planning period 2004–2006 took place until the 
end of 2008.
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It should be noted that National Development 
Plan provides the poly-centric development strategy 
amongst the most significant visions of integrated 
development of territories, which envisions reinforce-
ment of the potential of towns as driving forces for 
develop ment of regions and establishment of network 
of towns that would potentially create preconditions 
for well-balanced development of the country. There-
fore towns are expected to become significant driving 
force for development of each region and the entire 
country. Amongst the instruments for promoting poly-
centric development the urban environment priority: 
Poly-centric Development co-funded by European Re-
gional Development Fund is being implemented dur-
ing the programming period 2007–2013, within which 
the planned support activities are directed towards 
reinforcement of towns as driving force for regional 
development, promoting the quality of their urban 
environment and establishment of functional relations 
with adjacent territories according to the integrated ap-
proach for urban development. It has been envisioned 
that for implementing the poly-centric development 
strategy the dimension of urban environment and ur-
ban regions will be included in the common framework 
of regional policy of the country. Therefore, since 2006 
the concept of active regional policy with towns mo-
bilising development of territories emerged in Latvia 
along with the support for territories comparatively 
lagging behind.

After creation of NAP the period following 2006 
may be referred to as the new planning period in Latvia. 
It is largely described by development of approach di-
rected towards understanding of regional development 
as a horizontal area of action and cooperation, where 
the operation of in fact all ministries has been closely 
related in governmental level.

Within the new planning period the institutional 
status and role of planning regions in implementing 
the regional policy has changed gradually. It was pre-
scribed in amendments to the “Regional Development 
Law” of 2006 that a planning region is a derived public 
entity with Planning Region Development Council as 
the decision-making body. By specification of status 
the role of planning regions became more important, 
their functions and state budget finance increased. In 
the period from January 2007 to July 2008 MRDLG im-
plemented the project “Frameworks of Strategic Plan-
ning, Supervision and Assessment for Development of 
Regions and Local Governments” within the Local Eco-
nomic and Employment Development (LEED) policy of 
Organisation for Economic Cooperation and Develop-
ment (OECD). Specification of status for planning re-
gions, expanding the meaning and competence, and 
above mentioned methodological suggestions pre-
pared by MRDLG for creating the regional develop-
ment strategies has shown that in the future specific 
instruments directed towards certain regions might 
obtain increasingly more significant role in the area of 
regional development.

In 2008 new normative document “Development 
Planning System Law” enforced on January 1, 2009 was 

created for improving the operation of development 
planning system, including the promotion of closer 
relation of national, regional and local level planning 
docu ments. The overall aim of the law is the promotion 
of sustainable and stable development of the country 
and improvement of life quality for inhabitants by deter-
mination of development planning system. The scope 
of the law refers to development planning in Saeima, 
Cabinet of Ministers, direct state administration institu-
tions, planning regions, local governments and state 
administration institutions under no subjection to the 
Cabinet of Ministers. Within the understanding of the 
law, development planning is the creation of principles, 
aims and actions required for attaining them with pur-
pose the implement politically prescribed priorities and 
ensuring the development of society and territory, but 
development planning system incorporates the plan-
ning of policy and territory planning and ensures rela-
tion and mutual coordination of decisions adopted by 
state and local government institutions.

“Development Planning System Law” determines 
three types of development planning documents, i.e., 
policy planning documents, institution management 
documents and territory development planning docu-
ments. Policy planning documents prescribe aims, 
tasks and action for promoting the development of one 
or several policy areas, sectors or sub-sectors. Institu-
tion management documents, according to the com-
petence of the respective institution, prescribe interre-
lated connection of development planning and budget 
planning and ensure successive implementation of de-
velopment planning documents. The third type of doc-
uments refers to long-term and medium-term territory 
development planning documents of regional and lo-
cal level. In long-term territory development planning 
documents the law envisions determining development 
priorities for the respective territory and the spatial de-
velopment perspective, but in medium-term develop-
ment planning documents – the aggregate of activities 
required for implementing the priorities. Pursuant to 
the law, development planning documents have been 
created in three levels – national, regional and local, the 
development is planned in long-term (up to 25 years), 
medium-term (up to 7 years) and short-term (up to 3 
years), and planning documents have been created for 
adopting a conceptual decision or formulating the na-
tional position. The law also determines the hierarchy 
for development planning documents of different lev-
els. In terms of hierarchy Strategy for Sustainable De-
velopment of Latvia is the highest long-term planning 
document of national level. The Cabinet of Ministers 
ensures that it is created, and the Saeima approves it. 
The Strategy prescribes national long-term develop-
ment priorities and spatial development perspective. 
It is followed by medium-term planning document 
National Development Plan. The Cabinet of Ministers 
also ensures its creation and approves it. The plan shall 
determine mutually coordinated national development 
priorities conforming to national strategic aims. Short-
term planning documents are hierarchically subordi-
nated to the long-term and medium-term documents. 
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Regional level planning documents are hierarchically 
subordinated to the national level, but the local level 
planning documents – to regional and national level 
documents.

In 2008 the work on the main log-term document 
of national development policy Strategy for Sustain-
able Development of Latvia until 2030 (SSDL) has been 
commenced. The public discussion regarding SSDL 
takes place throughout Latvia in the period from April 
to July 2009.

Significant changes emerged in Latvian administra-
tive territorial division in 2009. After restoration of in-
dependence the territorial division inherited from the 
Soviet period was maintained in Latvia. Although it was 
considered as non-conforming with modern require-
ments, the intended reforms were not implemented con-
sistently. Preparing the reform was substantiated mainly 
with the fact that performance of functions delegated 
to local governments were not completely ensured in 
local level, which cause fragmentation of already insuffi-
cient resources of local governments and consequential 
irrational utilisation of respective resources.

On June 1, 2009 Latvia had 548 local governments 
including 26 district local governments and 522 local 
municipalities (namely, 7 republican cities, 50 district 
towns, 424 pagasts and 41 novads local governments). 
According to the administrative division prescribed by 
“Law on Administrative Territories and Populated Areas” 
after local government elections 2009 in Latvia there are 
118 local governments – 9 local governments of republi-
can cities and 109 local governments of novads.

Generally, after accession to European Union sig-
nificant achievements were made in arrangement of 
Latvian planning system and reforming the national 
administrative territorial structure, which, in its turn, 
are important preconditions for effective implemen-
tation of regional policy. In addition, currently the 
regional policy continues developing in the direction, 
which envisions providing a particular role and respon-
sibility for towns to become driving forces of territory 
development, whose development directions and op-
portunities are closely related with the development 
necessities of rural territories. Taking into account that 
considerable regional disparities still exist in Latvia, 
within the further years more active and targeted ap-
proach to ensuring state support for different territories 
of Latvia will be required. Efficiency of regional policy 
will be directly depending on the extent of diversity 
of the offered range of regional development support 
activities and their conformity with the development 
potential of territories. 

 Institutional Framework for 
 Regional Policy Implementation

According to the “Regional Development Law”, 
since the beginning of 2003 the main competence in 
regional development area was distributed amongst the 
Cabinet of Ministers, National Regional Development 
Council, Ministry of Regional Development and Local 

Government, State Regional Development Agency, five 
planning regions and local governments. In addition, 
in fact all ministries are closely involved in solving re-
gional development issues as horizontal or inter-sector 
team work.

The Cabinet of Ministers approves the “Regional 
Policy Guidelines” and “National Development Plan” 
and determines the procedure of implementing, as-
sessing and financing the support activities for national 
regional development. For coordination of regional 
development and spatial planning the Cabinet of Min-
isters establishes the National Regional Development 
Council (NRDC). The Minister for Regional Develop-
ment and Local Government is the chairman of NRDC. 
The Council includes state secretaries of ministries, 
chairmen of planning region development councils 
and representatives of Latvian Association of Local and 
Regional Governments and Latvian City Association. 
The main functions of NRDC include assessment and 
approval of various regional development documents 
prior to submission to the Cabinet of Ministers, ensuring 
coordination of regional development planning and its 
support activities amongst sectors and regions, assess-
ment of distribution of project finance amongst regions 
in programs of investments and business support.

The Ministry of Regional Development and Local 
Government is the leading State administration institu-
tion in the field of planning and coordination of state 
and regional development. It is the leading institution 
also in the areas of local government development, 
spatial planning, state investments and land policy 
area and since 2009 – also in the areas of electronic 
administration, information society and information 
technologies.

State Regional Development Agency (SRDA) estab-
lished in 2004 implements the regional development 
policy. Since then the volume of entrusted functions 
has increased by inclusion of implementing the activi-
ties of EU structural funds. According to SRDA Regula-
tions approved in 2009, the entrusted functions are as 
follows:

•  implementation and supervision of activities 
funded by the state, EU finance and other finan-
cial instruments;

•  ensuring and coordination of analytic and re-
search activities regarding the territorial develop-
ment processes in the country;

•  ensuring the operation of Latvian national contact 
point of European Spatial Planning Observation 
Network (ESPON);

•  ensuring supervision and assessment of regional 
development;

•  development and maintenance of unified infor-
mation system of local governments.

Planning regions were established as potentially 
very important institutions of regional policy imple-
mentation pursuant to the “Regional Development 
Law” adopted on April 9, 2002 and in accordance with 
the Cabinet of Ministers Regulations No. 133 of March 
23, 2003. Coordination of development for each region 
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is under competence of the Planning Region Develop-
ment Council. Planning Region Development Council 
is represented by representatives of local governments 
included in the region. Planning Region Development 
Council performs the following functions:

•  determination of main basic principles, aims and 
priorities of planning region long-term develop-
ment;

•  ensuring planning region development coordina-
tion according to main basic principles, aims and 
priorities prescribed by regional development 
planning documents;

•  managing and supervision of creation and imple-
mentation of planning region development pro-
grams and spatial planning;

•  ensuring cooperation amongst local governments 
and cooperation amongst the planning region 
with national level institutions for implementing 
regional development support activities.

•  assessment of conformity of National Spatial Plan, 
National Development Plan and sectoral devel-
opment programmes with the planning region 
development program and spatial planning, in 
the event of non-conformity, deciding upon sug-
gestion to amend the national level development 
planning documents or amendments in planning 
region planning documents.

Within the period 2003–2009 the capability of re-
gions was gradually intensified for co-working in plan-
ning and implementing the national regional policy.

 Assessment of Regional Policy Effect 
and Comparison of territory 
Development Levels

“The Regional Policy Guidelines” envision that a 
system for supervision and assessment of regional de-
velopment and regional policy shall be established in 
the country, which would provide regular reporting on 
development of the country and its territories, achieved 
results and assessment of policy efficacy. However in-
sufficient relation between the assessment of planned 
and achieved results is still present in policy planning 
documents. The still insufficient supervision of policy 
implementation and assessment of achieved results is a 
material drawback of the system. “Development Plan-
ning System Law” adopted in 2008 by Saeima is largely 
intended for preventing that drawback.

In 2008 the planning regions commenced creation 
of development supervision systems. SRDA continues 
working on developing an approach and model for uni-
fied regional development assessment. They are closely 
related with the regional policy to be developed in fur-
ther years. The task of developing a supervision model 
requires defining basic principles for determination of 
territory development levels and creation of support 
instruments.

In the new situation the practice of Latvian regional 
policy requires a balance between increasing com-
petitiveness and reduction of unfavourable disparities 
amongst territories. It means that the reinforcement of 
powerful local governments shall be implemented by 
development of all types of excellence, innovations, ac-
tive business, cultural activities, high level services and 
reduction of inequality and lagging behind by support-
ing provision of availability of basic services and devel-
opment of business and employment based on local 
resources in less developed territories of the country.

Development of methodologies and implementa-
tion of assessment of effect of sectoral policy on de-
velopment of territories is intended in Latvia, i.e., the 
assessment of effects of sectoral policy planning docu-
ments, plans, programs and projects on regional devel-
opment in the country or separate its parts. This pro-
cedure should be related with horizontal integration 
of sectoral policy, clear substantiations in adoption of 
decisions and coordinated application of regional de-
velopment instruments.

From the point of view of approach a well-balanced 
regional policy shall include appropriate assessment of 
situation in the development. Determination of sup-
port level will still require performance of comparative 
assessment of territory development, which might 
include description of territory development level 
with social, economic and environmental indicators 
or indicators calculated on their basis, and providing 
information both of development problems and op-
portunities (development potential) in the respective 
territory. The support may be differentiated by area 
of development (for business, social, environmental, 
infrastructure, etc. development), i.e., by refusing to 
determine a general support regime or differentiate de-
pending on potential development opportunities of 
the respective territory by relating the support with 
belonging of the territory to a certain typology and 
territory development assessment within that typol-
ogy (e.g., border or coastal territories or rural territory 
of intense flows, etc.).
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The Ministry of Regional Development and Local 
Government is the leading State administration institu-
tion in the field of planning and coordination of state 
and regional development in Latvia. State Regional De-
velopment Agency is acting under authority of the Mi-
nistry; its operational aim is to implement well-balanced 
policy of state development support by provision of im-
plementation of national, European Union’s and other 
financial instruments, as well as the necessary research 
activities, and services of good quality.

The following State (national) events or instruments 
for supporting regional development were implement-
ed and managed by the Ministry of Regional Develop-
ment and Local Government and State Regional De-
velopment Agency in 2008:

•  earmarked grants for investments of local govern-
ments;

•  earmarked grants for activities of local govern-
ments;

•  earmarked grants for investments in the infra-
structure of novads and for local governments 
amalgamation projects;

•  earmarked grants for free Internet access points 
in libraries;

•  earmarked grants for spatial plans and their 
amendments;

•  tax allowances for enterprises in specially sup-
ported territories.

In 2008 the total volume of state budget finance 
amounted to LVL 78.3 million in the aforementioned 
support instruments (in 2007 the total finance of na-
tional instruments managed by MRDLG and SRDA was 
LVL 60.5 million).

Within implementation of Single Program Docu-
ment in 2008 SRDA continued managing also the grant 
scheme "Support to Investment in Business Development 
in Specially Assisted Territories" co-financed by European 
Union structural funds (ERDF), and the Ministry and the 
Agency participated in preparing the activities for im-
plementation of new planning period National Strategic 
Framework Document.

 Earmarked Grants for Investments 
of Local Governments

In 2007 MRDLG commenced the work on arrange-
ment of national investments and continued it in 2008. 
On August 21, 2007 the Cabinet of Ministers adopted 
the Regulations No. 566 “Procedure for Assigning, Uti-
lising and Supervision of Earmarked Grants of Local 
Government Investments for Arrangement and Devel-
opment of Infrastructure 2008–2010”. The Regulations 
envisions conditions for assigning the state support and 
procedure for preparing, submitting and assessing re-
quests for earmarked grants, as well as supervises the 
utilisation of the earmarked grant.

According to the Regulations the earmarked grants 
have been provided for restoring or developing the 
infrastructure of educational and culture institutions, 
maintenance of heritage monuments, restoring or 
developing the infrastructure of social care, social re-
habilitation and health care institutions, arrangement 
of collection, treatment and drainage of water supply 
and waste-water in populated areas, as well as for re-
storing or developing the infrastructure of roads and 
streets. The earmarked grants have been assigned for 
completing the activities of local government invest-
ment projects commenced within the state budget 
program 03.00.00 "Earmarked Grants to Investments 
for Local Governments of 2006 or 2007" and for the 
implementation of which incomplete earmarked grant 
has been provided or when earmarked grant finance 
for continuing the project has been planned in the 
project  application.

Earmarked grants have been assigned from finance  
envisioned for that purpose in the budget of the Min-
istry of Regional Development and Local Governments 
pursuant to the law “On State Budget” for the regu-
lar year.

The permissible investment volume for a single 
project of a local government is maximum LVL 2  million 
within the year of regular budget.

In 2007 SRDA accepted and evaluated 397 project 
applications for receiving earmarked grant from state 
budget program of 2008 25.00.00 “National Support 
Instruments to Development of Local Governments”, 
sub-program 25.02.00 “Support to Investment Projects 
of Local Governments”. After evaluation 156 projects 
from 117 local governments received the support in 
2008 in total extent of LVL 18.8 million. Both local mu-
nicipalities and district local governments received the 
support. Previously in 2007 within the state budget 
program 03.00.00 “Earmarked Grants to Investments 
for Local Governments” 230 local governments re-
ceived the finance in the extent of LVL 21.12 million 
for 334 investment projects. Consequently in 2008 the 
support was provided for comparatively larger projects 
on average.

As in the previous year, also in 2008 the finance was 
mostly provided for educational institutions (62.8%), 
which were followed by sports (17.1%) and cultural 
(14.6%) institutions. It should be noted that in the 
 finance received by educational institutions a signifi-
cant share was provided for construction or reconstruc-
tion of sport halls of these institutions. The finance for 
social care and health institutions was comparatively 
smaller (4.1%), as was heat supply and water supply 
infrastructure as well as repairing and maintenance of 
roads (1.4%).

Table 69 represents data on distribution of the ear-
marked grant* provided amongst local governments 

nAtIonAL InStRUMentS FoR ReGIonAL DeVeLoPMent

 *  The assigned amount was LVL 18 776 523.00, but the 
amount actually paid out was LVL 18 773 760.48.
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Table 69. Earmarked grants for local government 
investments in planning regions in 2008.

in planning regions. In 2008 for this sub-program 
the largest volume of absolute finance was provided 
for Kurzeme Region (LVL 4.96 million), but also Lat-
gale Region (LVL 4.87 million) and Vidzeme Region 
(LVL 4.70  million) received very similar volume of 
 finance. Riga Region received the smallest volume of 
 finance (LVL 1.21 million). Comparing the finance per 
1000 inhabitants it can be observed that, as in 2007, 
the most significant finance was provided for Vidzeme 
Region (LVL 19 700). But in Riga Region, which is the 
most powerful in Latvia in economic terms, the fi-
nance was by far the lowest also per 1000 inhabitants 
(LVL 1100).

If the distribution of finance is viewed broken down 
into districts and republican cities (see Figure 69), then 
in 2008 in the group of districts the largest investments 
per 1000 inhabitants were provided for Talsi District 
(LVL 47 800), but Ventspils District did not receive any 
finance at all within this program; within the group of 
republican cities Ventspils received the largest volume 
of investments (LVL 19 600, also in 2007 within the 
group of republican cities Ventspils received the com-
paratively highest finance), but Riga and Jurmala did 
not receive the sub-program finance that year.

In 2008 SRDA received and evaluated 327 project 
application for receiving this earmarked grant from 
 finance of state budget 2009.

 Earmarked Grants for Activities 
of Local Governments

Pursuant to Article 43 of the law “On State Budget 
2008” the Cabinet of Ministers adopted the Regula-
tions No. 192 on March 18, 2008 “Procedure for Utilisa-
tion of Earmarked Grants to Activities of Local Govern-
ments” and finance in the extent of LVL 2.16 million was 
provided for 11 local governments in 2008 within the 

state budget program 12.00.00. 
“Earmarked Grants to Activities of 
Local Governments”. It should be 
concluded that comparing with 
previous year the state  support 
policy has been considerably 
changed within this program. In 
2007 the finance of LVL 4.6  million 
was diverted for 5003 activities, 
respectively, the average finance 
per activity was LVL 8900, the 
largest finance – LVL 200 000, 
but finance of the most activities 
was below LVL 5000. But in 2008 
the average finance per event was 
LVL 196 000. According to con-
tent and character the supported 
activities are investment projects 
(reconstruction, construction) in-
stead of activities in their direct 
sense. The assessment by sectors  
of financed institutions shows that 
most finance was provided for 

 educational institutions (58.5%), which are followed 
by repairs and maintenance of local government heat 
 supply system (29%) and culture, sports and leisure 
 institutions (12.5%).

Table 70 represents the distribution of the assigned 
earmarked grant by planning regions in 2008 and the 
extent of this earmarked grant per 1000 inhabitants. 
Vidzeme Region had the largest finance by absolute 
amount (LVL 1.01 million), and Vidzeme Region local

Table 70. Earmarked grants to activities of local 
governments in planning regions in 2008.

Figure 69. Average amount of earmarked grants for investments of local 
governments per 1000 inhabitants in districts and republican cities in 2008.
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governments also had the largest finance by estimates 
of finance per 1000 inhabitants. No finance within this 
program was provided for Zemgale Region. Since only 
11 projects were supported within the program, there 
were many districts and republican cities outside Zem-
gale Region, for which the finance of this program was 
not provided in 2008 (see Figure 70).

 Earmarked Grants for Investments 
in novads Infrastructure within the 
Administrative Territorial Reform

In order to promote implementation of the ad-
ministrative territorial reform, the local governments, 
which have implemented the reform and adopted the 
decision on amalgamation into the approved territorial 
division, are provided with extraordinary earmarked 
grant for investments for development of novads since 
2005. In 2005 and 2006 an earmarked grant was en-
dowed for local governments, which have already im-
plemented the amalgamation, but since 2007 – also 
for local governments, which have decided in favour 
of amalgamation. In 2005 an earmarked grant was 
provided for novads in accordance with the Cabinet 
of Ministers Regulation No. 769 of October 11, 2005 
“Order for Provision of State Budget Grants to Local 
Governments of Novads for Development of Infra-
structure” in extent of LVL 1.8 million. In 2006 the 
provision of earmarked grants was regulated by the 
Cabinet of Ministers Regulation No. 132 of February 
14, 2006 “Procedure for Assigning and Utilising State 
Budget Grants to Local Governments of Novads for 
Development of Infrastructure” and its total extent 
was LVL 2.8 million (LVL 2.6 million were utilised). In 
2007 an earmarked grant was provided in accordance 
with the Cabinet of Ministers Regulation No. 248 of 
April 10, 2007 “Provisions on Distribution of Finance 

for Local Governments of Novads for Development of 
Infrastructure”. The total volume of earmarked grant 
assigned in 2007 was LVL 32.9 million.

In 2008 the Cabinet of Ministers Regulations 
No. 191 “Procedure for Assigning and Utilising an Ex-
traordinary Grant for Development of Infrastructure in 
Novads Local Governments” prescribed the procedure 

for assigning finance. In 2008 
the total finance for novads in-
frastructure within this program 
was LVL 55.6 million. Within four 
years novads have received the 
total amount of LVL 92.8 million 
for development of infrastructure 
within this program.

Data provided in Tables 71 
and 72 shows that Latgale Region 
local governments have received 
the largest finance both in 2008 
and within the four years in total, 
but by estimates per 1000 inhab-
itants the largest figures were in 
Vidzeme Region local govern-
ments. It is substantiated not only 
with the activity of local govern-
ments but also with the fact that 
these regions have comparatively 
the smallest local governments 
and their number is larger, but 
the earmarked grants are calcu-

lated according to an algorithm and a novads is pro-
vided with LVL 200 000 per local government prior to 
amalgamation. But the little involvement of Riga Region 
local governments is based on the fact that after reform 
this region has the comparatively smallest changes as 
a significant part of Pieriga local governments did not 
amalgamate and their territories remained as they 
were also after reform. By assessing the distribution of 
finance provided within the program by regions with 
relation with their development index, it may be con-
cluded that the program was devoted also to levelling 
the territorial disparities.

Table 71. Earmarked grant to investments for infrastructure 
of novads in planning regions in 2005–2008.

Figure 70. Average amount of earmarked grants to activities of local 
governments per 1000 inhabitants in districts and republican cities in 2008.
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Table 72. Distribution of earmarked grants to investments 
for infrastructure of novads by regions and amount per 
1000 inhabitants in 2005–2008 in total.

The local governments by requesting these ear-
marked grants based on the principle that the finance  
in the extent of LVL 200 000 will be obtained in each 
territory forming the novads. From the point 
of view of local governments it is an impor-
tant proof of solidarity and mutual trust, but 
such solution does not always have a sufficient 
substantiation of economic efficiency, i.e., it is 
possible that the finance will be invested in in-
frastructure objects the maintenance of which 
could become a heavy burden for the local 
governments in the near future.

In 2009 additional LVL 3.154 million were 
granted for local governments of novads with-
in this program.

Earmarked grants for creation of projects 
for amalgamation of local governments was 
also provided to local governments from the 
budget within the implementation of the re-
form. LVL 87 000 were granted in 2008 for 
this purpose for creation of 17 amalgamation 
projects.

 Summary of Three State Budget 
Programs regarding Earmarked Grants 
for Investments to Local Governments

All aforementioned regional development support 
instruments under the management of MRDLG and 
SRDA (earmarked grants for investments, activities and 
infrastructure of novads) are related with capital invest-
ments in local governments, which were LVL 76.49 mil-
lion in 2008.

In 2007 LVL 58.6 million were granted for local gov-
ernments within these three programs related with in-
vestments.

In 2008 by total amount of ab-
solute finance the largest volume 
within these programs was regis-
tered in Latgale Region (27.6%), 
which is the weakest by terri-
tory development index, but the 
smallest – in Riga Region (13.2%), 
which is the most powerful. This 
correlation may be observed also 
by viewing the data of 2007 (see 
Tables 73 and 74).

By calculating the finance of 
the aforementioned three pro-
grams per 1000 inhabitants in 
regions it may be observed that 
in 2008 the largest finance was 
provided for Vidzeme Region (in 
2007 this region has still more 
considerable predominance over 
other regions), but the state 
budget support was explicitly the 
smallest for Riga Region, which is 
economically the most powerful. 

It shall be taken into consideration that amongst all re-
gions Vidzeme Region has the smallest population (see 
Figure 72).

Figure 71. Amount of earmarked grants to investments for infrastructure of 
novads per 1000 inhabitants on average in districts in 2005–2008, in total.

Table 73. Earmarked grants from the state budget used for local 
governments for investments within the three programs under 
authority of MRDLG and SRDA in planning regions in 2008.
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Figure 72. Total amount of earmarked grants from state 
budget for local government investments, activities and 
infrastructure of novads per 1000 inhabitants in planning 
regions in 2008 and correlation of territory development 
index according to data of 2007.

The Figure 73 represents the finance of the 
three programs per 1000 inhabitants in dis-
tricts and republican cities in 2008.

 earmarked Grants for Free 
Internet Access Points in Libraries

The law “On Libraries” prescribes that the 
users of state and local government libraries 
are entitled to free use of publicly available 
computers, Internet and generally available re-
sources of electronic information. Since 2007 
the earmarked grants have been provided for 
local governments on an annual basis for cov-
ering expenses incurred by maintaining the 
State Unified Library Information System.

Table 75. Distribution of the earmarked grant for 
free Internet access points in libraries by planning 
regions in 2008.

According to Article 27 of the law “On State Budget 
2008” on September 2, 2008 the Cabinet of Ministers 
adopted the Regulations No. 697 “Order for Provision of 
State Budget Earmarked Grants for Local Governments 
for Providing Internet and Computer Services Free of 
Charge in Libraries of Local Governments”. The extent of 

the earmarked grant has been cal-
culated for each local government 
pro rata to expenses of Internet 
subscription in local government 
libraries and the charges for assist-
ance services. In 2008 LVL 940 900 
were granted for the local govern-
ments (1.5% of the finance, i.e., 
LVL 14 500 were not utilised). In 
2007 the extent of the earmarked 
grant was LVL 700 000. As in the 
previous year, also in 2008 all 525 
local governments received this 
finance, but the total number of 
libraries provided with this finance 
amounted to 859. Respectively the 
extent of finance per local govern-
ment fluctuated within the range 
from LVL 900 for small rural local 
governments to LVL 47 500 for 
Riga.

Table 74. Earmarked grants from the state budget used for local 
governments for investments within the three programs under 
authority of MRDLG and SRDA in planning regions in 2007 and 2008.

Figure 73. Average amount of finance of earmarked grants within the three 
programs 1000 inhabitants in districts and republican cities in 2008.
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The Table 75 represents the distribution of ear-
marked grant assigned in 2008 amongst planning re-
gions, but Figure 74 – finance per 1000 inhabitants in 
republican cities and districts.

Earmarked Grants for Spatial Planning

The planning documents of local governments, dis-
tricts and regions – development plans, development 
programs and spatial plans are an important precon-
dition for attraction of international, state, local gov-
ernment and private investments. Existence and actual 
compliance with such plans and spatial plans in par-
ticular, promote also the trust of inhabitants in their 
local governments and create a certain sense of stabil-
ity regarding place of residence and properties. In the 
field of spatial planning the state support expresses 
itself both by improvements of planning system and 
creation of methodology as well as by state budget ear-
marked grants for local governments used for creation 
of spatial plans.

Since 2003 the Ministry of Regional Develop-
ment and Local Government has been responsible 
for performance of the functions prescribed by “Spa-
tial Planning Law”. Annual earmarked grants for local 
governments for creation of spatial plans have been 
envisioned in state budgets since 1996. The procedure 
for assigning the earmarked grants is determined by 
Cabinet of Ministers regulations, which initially, on the 
basis of law “On State Budget”, were adopted annu-
ally, but after adoption of “Spatial Planning Law” (in 
2002) they have not been changing so frequently. The 
Cabinet of Ministers Regulations as of February 14, 
2006 No. 121 (with amendments of 2008) “Procedure 
by which Earmarked Grant for Creation of Spatial Plans 
and their Amendments for Planning Regions, Districts 
and Local Governments are Granted” were effective 
in 2008.

Within the period of 1996–2002 the earmarked grants 
for creation of spatial planning were provided in extent 
of LVL 5.76 million*. In the period 2003–2008 slightly 
more than LVL 4 million were provided for local govern-

ments from state budget. Con-
sequently the local governments 
have received almost LVL 10 mil-
lion in total until the beginning of 
2009 for spatial planning. It should 
be noted that the volume of an-
nually planned earmarked grant 
exceeded the actual performance, 
because not all the local govern-
ments with confirmed earmarked 
grant were able to acquire it. 

Initially the earmarked grants 
were envisioned for creation of 
development programs and spa-
tial planning, as well as for de-
tailed plans and regulations for 
construction. The regulations en-
visioned that the earmarked grant 
can be utilised also for procure-
ment of statistical data, carto-
graphic materials, computers and 
software. The earmarked grant is 
not granted for creation of devel-

opment programs since 2003, but only for activities 
related to creation of spatial planning, including the 
strategic assessment of influence on the environment.

Since 2008, SRDA ensures acceptance of requests for 
earmarked grants, evaluation of requests and reports 
on utilisation of the assigned earmarked grant and the 
co-finance of the recipient, payout of earmarked grants 
and functions of Commission’s Secretariat for assigning 
earmarked grant for creation of spatial planning.

Table 76 provides information regarding distribu-
tion of earmarked grant amongst local governments in 
regions during 2003–2008. Within these five years the 
local governments of Latgale Region received the larg-
est finance for spatial planning, but Latgale Region also 
has the largest number of local governments.

Table 76. Earmarked grants for spatial planning in planning 
regions in 2008 and in 2003–2008 in total.

Figure 74. Average volume of earmarked grant for free Internet access points in 
libraries per 1000 inhabitants in districts and republican cities in 2008.

 *  Latvian-Finnish bilateral project “Creation of Supervision 
and Assessment System for Regional Development of 
Latvia”. Report 1. Riga, 2003.
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Notwithstanding of the fact that spatial planning is 
one of duties of local governments prescribed by the 
law “On Local Governments” (1994) and receiving the 
financial support provided by the state, not all of lo-
cal governments had a valid spatial planning at the be-
ginning of 2009. On April 24, 2009 505 local govern-
ments, out of 522 local municipalities, i.e., 97% of the 
total number, had a valid spatial planning in 17 local 
governments the spatial planning process was under-
way (see Figure 75). In the previous reporting period, 
on March 1, 2008, 98 local governments or 18.7% of 
the total number had no valid spatial plan.*

There have been several cases when a local govern-
ment after assessing the situation has abolished the 
binding regulations confirming the spatial plan and 
adopted a decision on improvements in the edition of 
spatial plan, e.g., Rudzati, Varme, Kombuli and Rais-
kums pagasts.

In Zemgale Region all local governments had valid 
spatial plans, in Riga Region one local government did 
not have such, but in the other three regions several 
local governments had no valid spatial plan.

Until 2008 MRDLG provided opinions on conform-
ity of spatial plans to legal acts (e.g., in 2007 the Min-
istry provided opinions on 185 binding regulations and 
199 final editions of spatial plans**), but this function 
was transferred to planning regions since 2008. Ac-
cording to information provided by planning regions, 
in 2008 124 opinions on conformity of spatial plans to 
regulatory requirements and binding regulations were 
prepared. Riga planning region provided 8 opinions, 
Vidzeme planning region – 39, Kurzeme planning re-
gion – 12, Zemgale planning region – 27 and Latgale 
planning region – 38 opinions. In addition, 
planning regions continued issuing opinions 
of final editions of spatial plans and their con-
formity with the plan of the region.

At the end of 2008 MRDLG prepared the 
project Concept for Spatial Planning System 
Development with purpose to determine gov-
ernmental policy for improvement of spatial 
planning system in the country after comple-
tion of administrative territorial reform of lo-
cal governments in 2009 and to confirm the 
readiness to implement the set tasks.

 tax Allowances for Businessmen in 
Specially Supported Territories

In accordance with the “Regional Development 
Law”, the law “On Enterprise Income Tax” and the law 
“On Personal Income Tax”, the taxpayers registered 
and acting in specially supported territories, may sub-
mit the applications of development projects to SRDA 
for receiving tax allowances for enterprise income tax 
and personal income tax. In case of approving the 
project the payer of personal income tax is entitled to 

apply the special order prescribed by law to writing off 
the fixed assets in case of depreciation (by determina-
tion of taxable income) and the special order for car-
rying over the losses starting with the taxation period 
beginning in the calendar year, when NRDC adopted 
the decision on conformity of development project to 
the development program of specially supported ter-
ritory till the end of taxation period, when the status 
of specially supported territory terminates. The cur-
rent period of the status of specially supported territo-
ries commenced on January 1, 2007 and will close on 
December 31, 2009. Projects approved in 2007 may 
qualify for allowances for three years, but projects ap-
proved in 2008 – for only two years.

SRDA receives information on income tax allow-
ances applied to payers of income tax from the State 
Revenue Service on annual basis by October, 1 after 
the declarations of companies are collected. Once in a 
year SRDA requests submission of a statement on the 
course of implementation of the development project 
from the payers of income tax.

In 2008 14 projects were approved for receiving tax 
allowances, but by the first half-year of 2009 informa-
tion about the amount of these allowances had not 
been collected yet. In 2007 53 projects were approved 
for receiving tax allowances and the total amount of tax 
allowances was LVL 7.45 million. Comparing with the 
previous year the amount has more than doubled. In 
2006 57 projects were approved and the total amount 
of tax allowances was LVL 3.74 million. In 2007 63% of 
the allowances were provided for Latgale Region (see 
Table 77).

In 2007 the largest number of projects were related 

with timber and forest exploitation (22 projects), which 
was followed by motor transportation services. Also 
projects related with agriculture, food production, con-
struction and building, rural tourism, metal working, 
trade and other services were approved. In 2008 the 
14 projects applied for support until the end of 2009 
regarded such sectors as food production, construc-
tion, trade, repair services, transportation services and 
accounting services.

 *  Report of MRDLG.
 **  Public report of MRDLG of 2007, p. 11.

Table 77. Tax allowances applied to specially supported territories.
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 Research Coordinated by State 
Regional Development Agency

To verify necessity and utilisation of various regional 
development instruments the performance of research-
ing, analysing and assessment of situation is of signifi-
cant importance. Therefore researching regional devel-
opment is amongst the operation directions of SRDA.

In 2008 SRDA completed or commenced various 
researches, for the performance of which LVL 75 000 
were provided:

•  “Assessment of Interaction Latvian Urban and Ru-
ral Territories”;

•  “Drawing up Proposals for Policy Creation for 
Latvian Towns”;

•  “Methodological Solutions for Assessment of Re-
gional Policy and territory Development”;

•  “On Development of Preschool Education Institu-
tions and Alternative Children Watching Services 
in Latvian Planning Regions”;

•  “Analysis and Assessment of Opportunities for 
Implementation of European Commission ESPON 
2013 Program and Drawing up Proposals for Re-
search Directions and Tasks Pursuant to Aims, 
Priorities and Planned Actions Prescribes in the 
Program”;

•  development of regional development initial data 
group for the system Territory Assessment Tool 
(TAT) and functionalities of Geographic Informa-
tion System (GIS).

The results of the researches are applicable to as-
sessment of national and territory development and 
creation of development policies and planning docu-
ments. Planning belongs to the organising regional de-
velopment instruments, within which the application of 
state support instruments is defined and coordinated. 
Results of the researches may be applied to creation of 
not only the supporting policy but also to creation of 
a new active regional development policy in 2009 and 
2010.

 Programs Under Authority of other 
Ministries Promoting the Development 
of Latvian Territories

The development of specific Latvian territories is en-
sured not only by the state budget financed programs 
under authority of MRDLG and SRDA, but also many 
development programs under authority of other minis-
tries and operation of territorial units of various institu-
tions. The practice of assessing the programs, operation 
and finance in the context of territory development is 
developing gradually, and it has a fragmentary charac-
ter for now.

Therefore for gradual establishment of systemic ap-
proach to promoting the regional development, within 
drawing up the present survey SRDA asked other min-
istries to indicate these programs and the extent of 
 finance, which was under authority of ministries and 

their institutions and agencies in 2008, and which 
might be considered as promoting the regional devel-
opment, if they are directed not only to development 
of the central apparatus and Riga, but also to devel-
opment of territories outside Riga. A summary of this 
information has been represented in Table 78.

Table 78. Volume of state budget programs and 
sub-programs under authority of ministries promoting 
regional development in 2008.

Nine ministries providing information about devel-
opment programs with territorial character financed 
within state budget programs, utilised approximately 
LVL 557 million for development in various Latvian ter-
ritories in 2008 (the activities co-financed by EU funds 
and other foreign funds are excluded). It shall be con-
sidered that discussions on whether these and only 
these programs may qualify as regional development 
instruments are possible. But the main conclusion is 
that only a small share of regional development sup-
port instruments are subjected to MRDLG and SRDA 
(LVL 78.3 million) and therefore the coordinating activi-
ties of MRDLG are of significant importance in the area 
of regional development.

The data show that in terms of extent the major 
finance is under authority of the Ministry of Transport. 
Also in terms of content main factors of territory devel-
opment include its accessibility and connections with 
different development centres.

Table 79. Projects of the Ministry of Defence program for 
territory development in 2008 in breakdown by planning 
regions.

It has already been indicated that the practice of 
assessing the finance in territorial aspect is not wide-
spread yet. The program of the Ministry of Defence 
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providing LVL 9.4 million for 17 local government 
projects for territorial development in 2008 may be 
mentioned as an example. Within 13 projects construc-
tion and reconstruction of different sports bases and 
centres was performed (Cesis District Priekuli pagasts, 
Preili, Madona, Priekule, Rezekne, Aizkraukle, Valka, 
Ludza, Talsi, Jekabpils, Grobina, Balvi, Bauska District), 
one project of constructing access roads (Riga District 
Adazi novads) was performed under author’s supervi-
sion; among other projects were relocation of fence 
for construction of an access road (Aluksne District Als-

viki pagasts), restoration of museum (O. Kalpaks Mu-
seum in Saldus District Zirni pagasts) and construction 
of preschool education institution (in Kadaga in Riga 
District Adazi novads). It is visible that in terms of con-
tent these projects are very similar to projects financed 
within the local government investment program. The 
Table 79 represents the distribution of finance from 
the Ministry of Defence for local government projects 
amongst regions. By volume construction of Aiz-
kraukle multi-functional centre was the largest project 
(LVL 2 million).

 european Union Structural Funds 
in Planning Period 2004–2006

After the accession of Latvia to European Union 
in May 2004 a considerable volume of finances from 
EU funds became available to Latvia. By implement-
ing the Single Program Document (SPD) or Develop-
ment Plan of Latvia 2004–2006, Plan for Development 
of Latvian Rural Areas (PDLR) for implementing the 
Program for Development of Rural Areas 2004–2006, 
as well as by implementing the projects of Cohesion 
Fund (CF), within implementing the planning period 
2004–2006 LVL 1.39 billion of public finance were di-
verted to deve lop Latvia. The finance within SPD was 
LVL 602.47  million, but LVL 499.53 million of public 
finance (from state budget and EU) was provided for 
projects co-financed by EU Cohesion Fund for develop-
ment of traffic and environmental infrastructures.* The 
total public finance for activities to be implemented 
within Plan for Development of Rural Areas amounted 
to LVL 288.24 million.** PDLR was co-financed from the 
finance provided from the guarantee share of the Euro-
pean Agricultural Guidance and Guarantee Fund.

In the end of 2008 the implementation of the first 
planning period (2004–2006) was concluded since 
Latvia acceded to European Union.***

 Implementation of Single 
Program Document in Regions

The assignment of finance from EU structural finance 
and the most significant share of public investments 
and support were implemented within the Single Pro-
gram Document (Objective 1 Program 2004–2006), 

i.e.,  pursuant to the Plan of Finances the total planned 
finance for implementing SPD was LVL 602.47 million, 
LVL 439.65 million out of which was finance from EU struc-
tural finance and LVL 162.82 was the public financing of 
Latvia. Breakdown of public financing by funds (together 
with co-finance of Latvia) was as follows:

•  projects of European Regional Development Fund 
(ERDF) – LVL 356.212 million;

•  projects of European Social Fund (ESF) – 
LVL 117.851 million;

•  projects of European Agricultural Guidance and 
Guarantee Fund (EAGGF) – LVL 97.439 million;

•  projects of Financial Instrument for Fisheries 
 Guidance (FIFG) – LVL 30.967 million.

The volume of public finance for development in the 
extent of LVL 602.47 million* within four years can be 
substantially considered as very important for develop-
ment of national economy of the country. In interviews 
representatives of different institutions and parties con-
cerned have confirmed the significance of the public fi-
nance provided within SPD, and it has been re cognised 
in Assessment of Macroeconomic Effect of EU Structural 
Transfers** and proved with comparison of these fi-
nance with budget indicators. Within the period of four 
years the average SPD finance was LVL 150.6  million 
per annum, and according to the character of SPD the 
finance has been devoted to development promotion. 
Prior to commencement of implementing SPD in 2003 
the expenditures of state consolidated budget amount-
ed to LVL 2212.5 million***. As the Latvian state con-
solidated budget is not structured in the operational 
(maintenance) and investments (development) budget, 
then the expenditures for capital investments may be 

IMPACt oF eURoPeAn UnIon StRUCtURAL FUnDS 
on ReGIonAL DeVeLoPMent

 *  http://www.esfondi.lv
 **  Plan for Development of Latvian Rural Areas for 

implementing the Program for Development of Rural 
Areas 2004–2006.

 ***  The planning period is implemented according to N+2 
principle, and therefore the implementation of planning 
period 2004–2006 took place until the end of 2008.

 *  Currency exchange rate EUR 1 = LVL 0.7028 has been 
applied in the assessment.

 **  “Assessment of Macroeconomic Effect of EU Funds” 
ordered by the Ministry of Finance, BICEPS, Baltijas 
Konsultācijas. Riga, 2008.

 ***  Report of the Republic of Latvia 2004 on the 
performance of state budget and the local government 
budgets. Volume No. 1.
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relatively considered as budget development funds. If 
the consolidated budget expenditures for capital invest-
ments in 2003 (LVL 223.1 million*) are compared with 
the average SPD finance per annum, the SPD finance 
was 68% of the budget expenditures in 2003 for capital 
investments.

In the scale of European Union the Objective 1 Pro-
gram has been intended for reducing the unfavourable 
disparities amongst regions of Europe and is directed 
towards NUTS Level II territories. In the case of Latvia 
the program applies to entire Latvia, because NUTS 
II includes the entire territory of Latvia. Therefore di-
minishing the regional disparities of Latvia within the 
implementation of Single Program Document was an 
issue of national scale regional policy.

Five priorities have been prescribed in the Single 
Program Document:

•  promotion of sustainable development;
•  promotion of business and innovations;
•  development of human resources and promotion 

of employment;
•  promotion of rural areas and fisheries;
•  technical assistance.

Within each SPD priority several activities have been 
determined, but within these – other activities and even 
sub-activities in specific cases. Each activity was imple-
mented as project, i.e., the finance of EU  structural funds 
was provided as tenders of projects, grant schemes and 
national programs structural funds.

By order of the Ministry of Finance in summer 2008 
the thematic assessment “Effect of Projects of Europe  – 
an Single Structural Funds Approved in the Planning 
Period 2004–2006 on the Regional Development in 
Latvia” was created. In this assessment all SPD activities 
regarding the territorial effect were divided into two 
groups:

•  activities on a national scale;
•  activities on a specific territorial scale (territorial 

activities).

The available finance in territorial activities was 
LVL 534.4 million or 88.7% of the total available pub-
lic finance in the four priorities in total. The significant 
extent of finance for development of specific territories 
shows that SPD had a considerable importance in guid-
ance of regional development in Latvia.

Very high percentage of territorial activities was ob-
served in Priorities 1, 2 and 4, but the Priority 3 stood 
out with comparatively high percentage of national 
scale activities (see Table 80).

By collecting the data on distribution of each pri-
ority by planning regions the volume of the absolute 
(assigned) public finance may be obtained in each re-
gion as well as the finance per 1000 inhabitants in each 
region.

Table 80. The available total and territorial assignment 
for SPD activities within priorities in planning period 
2004–2006.*

Within the four priorities 11% of the assigned finance 
was provided for national scale projects, i.e., both the 
projects in activities classified as national scale activities 
and projects in a part of territorial activities implemented 
as national scale activities (the result has a positive ef-
fect on the entire territory of the country). Collection and 
analysis of data show that the largest absolute volume of 
assigned finance within SPD has been provided for Riga 
Region (43% or LVL 297.04 million), but the smallest – for 
Latgale Region (9% or LVL 58.77 million). Direct correla-
tion between the volume of attracted (assigned) finance 
and the territory development index of the region** can 
be observed, i.e., as higher the social economic devel-
opment level of territory as larger the volume of the at-
tracted finance (see Table 81, Figures 77 and 78).

Comparison of regions by volume of finance per 
number of population is more objective than the above 
mentioned. The average finance in the four priorities was 
LVL 296 080 per 1000 inhabitants in Latvia. The largest 
finance per 1000 inhabitants was assigned to Kurzeme 
Region (LVL 380 900), similar figures were in Riga Re-
gion (LVL 271 100), Zemgale Region (LVL 261 600) and 
Vidzeme Region (LVL 253 900), but the amount was 
considerably smaller for Latgale Region (LVL 165 700). 
The highest and lowest indicators of regions differed 
2.3 times. The finance of national scale projects was 
LVL 33 200 per 1000 inhabitants of the country (see Fig-
ures 79 and 80).

As Latgale Region had both the smallest absolute 
and relative finance, it can be concluded that the dispar-
ity amongst the economically weakest region of Latvia, 
Latgale planning region and other regions of Latvia will 
increase due to impact of EU structural funds. Also the 
analysis of statistical data show that within the recent 
years the disparities between the most powerful and the 
weakest region have increased.

 *  Report of the Republic of Latvia 2004 on the 
performance of state budget and the local government 
budgets. Volume No. 1.

 *  Data for estimates from the report of the Ministry of 
Finance on progress of implementing the EU structural 
funds on May 31, 2008.

 **  Development index of regions pursuant to data 2006 has 
been used according to the reviewed period. In the period 
1999 – 2006 Kurzeme Region was constantly in 2nd 
place in the ranking table of development index. In the 
ranking table 2007 Zemgale Region occupied 2nd place 
and Kurzeme Region dropped to 3rd place.
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Table 81. Public finance assigned within SPD activities 
in planning regions by priorities in the planning period 
2004–2006, in million LVL.*

Figure 77. Distributions of public finance assigned within 
SPD activities by planning regions in the planning period 
2004–2006, in %.*

Figure 78. Assigned public finance in the four priorities of SPD 
in planning regions within the planning period 2004–2006 
and territory development index according to data of 2006.

Within the context of regional development the Pri-
ority II (Promotion of Business and Innovations), Activity 
2.2 Development of Infrastructure Promoting Business, 
 Activity 2.2.1.2 grant scheme Support to Investment in 
Business Development in Specially Assisted Territories are 
to be particularly highlighted within SPD.

Figure 79. Public finance assigned within the four 
activities of SPD per 1000 inhabitants in planning regions 
in planning period 2004–2006, in LVL.

Figure 80. Public finance assigned within the four 
activities of SPD per 1000 inhabitants in planning regions 
in planning period 2004–2006.

 SPD Grant Scheme 2 .2 .1 .2 Support 
to Investment in Business Development 
in Specially Assisted Territories of 
the Single Program Document

Grant scheme Support to Investment in Business 
Development in Specially Assisted Territories 
administered by SRDA was a continuation of the De-
velopment Program of Specially Supported Regions 
 initiated in 1997, which may be considered as one of 
the first targeted instruments of regional development 
applied in Latvia. The fact that within SPD the operation 
of one of most significant regional policy instru ments 
is continued as grant scheme (2.2.1.2), the  Program 
of Specially Supported Territo ries, also proves the 
considerable importance of SPD in the effect on regional 
development. Also the average finance of SPD for 
specially supported territories per annum considerably 
exceeded the amount assigned since 1998 from the 
national Regional Fund (approximately LVL 1 million 
per annum). *  Estimates according to data of EU SF Guidance 

Information System.
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In common with the Program of Specially Support-
ed Regions also the grant scheme 2.2.1.2 is focused 
on promotion of business in specially supported ter-
ritories.*

In general the correlation is present that the re-
gion with highest development index has the smallest 
number of inhabitants of specially supported territo-
ries, but respectively in the region with lowest devel-
opment index the figure is the largest. However, by 
considering the disparities amongst indexes of local 
governments in regions the correlation of Kurzeme 
and Zemgale Regions was not as direct. Kurzeme Re-
gion, whose development index exceeded the index 
of Zemgale region until 2006, had larger population 
in specially supported territories. In total in 2004 the 
status of specially supported territories was assigned 
to 337 local governments (at the end of planning pe-
riod the figure slightly reduced due to amalgamation 
of several local governments). The status was not pro-
vided for any republican city, but several towns of dis-
trict centres received it.

Only the commercial companies, which are regis-
tered and carrying out their operation in specially sup-
ported territories, qualified for the finance of the grant 
scheme 2.2.1.2. Initially the planned public finance for 
the grant scheme was LVL 3 million, but it was increased 
up to LVL 9 million. The planned private finance was 
LVL 9.4 million for these projects.

According to the data of Guidance Information 
System of EU structural funds, 388 projects were sub-
mitted within the activity 2.2.1.2. 175 or 45% of them 
were approved for assigning the finance. Vidzeme Re-
gion was the most active in preparing the projects with 
141 project application submitted, and it was followed 
by Latgale Region with 102 applications. Also the larg-
est number of approved (successful) projects was in 
Vidzeme Region (67) and Latgale Region (41), but the 
smallest – in Riga Region (11). Latgale Region had the 
lowest success rate of project applications, 40% of sub-
mitted projects obtained the approval.

Table 82 and Figure 81 represent the distribution 
of the number of projects and public finance provided 
for commercial companies amongst the planning re-
gions. Notwithstanding the fact that largest proportion 
of specially supported territories was located in Latgale 
Region, commercial companies of Vidzeme Region 
were the most active, effective and successful within 
this grant scheme. Vidzeme Region comprising ap-
proximately 27% of inhabitants of specially supported 
territories attracted 39% of the finance of this grant 
scheme. But Latgale Region comprising 35% of inhab-
itants of specially supported territories attracted 21% of 
the funding of this grant scheme.

Table 82. Projects and provided public finance within 
the grant scheme Support to Investment in Business 
Development in Specially Assisted Territories in planning 
period 2004–2006*.

Figure 81. Distribution of the public finance provided 
within the grant scheme: Support to Investment in 
Business Development in Specially Assisted Territories  
amongst planning regions in planning period 
2004–2006.

By estimates of public finance per 1000 inhabi-
tants, comparing to other regions it was considerably 
larger in Vidzeme Region – LVL 12 209, it was followed 
by Kurzeme Region – LVL 5984 and Latgale Region – 
LVL 5270.

Activity of specially supported territories has larger 
importance in levelling the situation within regions, but it 
does not manage to level the situation amongst regions. 
The program was successfully used in Vidzeme Region by 
drawing the indicator of acquired finance nearer to the 
indicator of Zemgale Region, but the efficiency of Latgale 
Region in the Program of Specially Supported Territories 
was below the rates of Vidzeme Region.

Figure 82 represents the public finance of grant 
scheme per 1000 inhabitants in districts, but Figure 83 
represents the connection between this indicator and 
territory development index of districts, which prove 
that territories with the lowest development index are 
unable to attract the relatively largest finance. The situ-
ation represented in the Figure shows that the most 
successful territories are located in Gulbene, Kuldiga, 
Jekabpils and Daugavpils districts. The finance is not 
intended for the territories with the highest develop-
ment index.

 *  Since 2004 the Regional Development Law (2002) is the 
legal basis for determining the status of specially supported 
territories according to which the Cabinet of Ministers 
assigns the status to territories pursuant to decisions of 
planning region development councils regarding the 
respective region.  *  Data: EU SF Guidance Information System.
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Since approximately 25% of the population of the 
country resides in specially supported territories and 
they occupy considerably larger part of the territory in 
terms of percentage, and significant social economic 
disparities are present amongst these territories, then 
opportunities of differentiated support intensity may 
be considered within such grant scheme according to 
the territory development index.

 Regional Component 
in the Single Program 
Document

The Single Program Docu-
ment cannot be generally as-
sessed as a targeted document of 
national regional policy, because 
it has other purposes, but the 
document can be considered as 
part of European Union regional 
policy. However several features 
prove the observance of the 
problem of territorial disparities 
in implementation of SPD.

Within Guidance Information 
System of EU structural funds (EU 
SF GIS) the collection of data re-
garding the projects in activities 
in breakdown by planning regions 
was ensured. But the fact that the 
indicators of results are unavailable 
in breakdown by regions is an im-

portant drawback of ES SF GIS. In the planning period 
2004–2006 it can be justified with the condition that SPD 
performance indicator has been determined for Latvia as 
a whole instead of specific territories. In the new plan-
ning period the breakdown of performance indicators 
by regions is particularly topical. Availability of such data 
may provide the opportunity to judge upon the results 
achieved in regions and the effectiveness of implement-
ing the diverse projects, and thereby also upon the effect 
on the development of respective region.

Figure 83. Public finance provided within the grant scheme Support to Investment in Business Development in Specially 
Assisted Territories per 1000 inhabitants in districts in planning period 2004–2006 and district territory development 
index according to data of 2006.

Figure 82. Public finance provided within the grant scheme: Support to 
Investment in Business Development in Specially Assisted Territories 
per 1000 inhabitants in districts in planning period 2004–2006.
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The specific assessment criteria of open project ten-
ders and grant schemes included criteria related to the 
regional (territorial) development. But in separate na-
tional programs the situation of Latvian territories was 
taken into account and approval of projects observed 
either the principle of distribution equal finance or the 
finance was diverted to territories with the problem of 
larger scale. The analysis of content of assessment cri-
teria included in the guidelines shows that regarding 
regional development the approach is very formal and 
therefore it did not actually ensure any observance of 
regional development aspects in general.

The half-year reports of Level 1 intermediary institu-
tions comprised a section on observance of horizon-
tal priorities, including the topic of levelling the social 
economic disparities amongst regions. Also this super-
vision was very formal in general. Only few positive 
exceptions can be observed (MRDLG, the Ministry of 
Welfare and the Ministry of Health), where institutions 
substantiates the situation with respect to territories 
within this report.

In implementation of SPD the increased oppor-
tunities for local governments with lower develop-
ment  level (in specific activities of SPD) to implement 
projects is ensured. Such procedure is indirectly di-
rected towards reducing the territorial disparities. The 
Cabinet of Ministers Regulations of March 2, 2004 
No. 124 “Regulations on Criteria for Assigning State 
Budget Grant for Local Governments for Implement-
ing Projects Co-financed by European Union Structural 
Funds” apply the territory development index to de-
termining the share of state finance in the national fi-
nance within projects of local governments co-financed 
by EU structural funds. By implementing the projects 
co-financed by EU structural funds a local government 
receives state budget grant in the extent up to 60% of 
the required national finance. The local governments 
are divided into five groups, and as higher the territory 
development index as smaller share of the finance is 
provided from state budget.

 national Strategic Framework Document 
for Planning Period 2007–2013

For the planning period 2007–2013 the National 
Strategic Framework Document (NSFD) is the main 
planning document of EU structural funds and Cohe-
sion Fund of the scale of Latvia, which has been created 
by taking into account the objectives and action direc-
tions determined in the National Development Plan of 
Latvia and the National Lisbon Programme of Latvia.

It can be substantially asserted that during the new 
planning period the position of regional development 
component has been considerably intensified and the 
role of MRDLG and the number and volume of activi-
ties managed by SRDA has also been increased.

LVL 4.04 billion of public finance, including the fi-
nance from European Union in the extent of LVL 3.18 
billion, has been planned for diverting to implementa-
tion of NSFD.

For solution of problematic issues listed in NSFD 
and attaining the objectives described in NSFD the in-
vestments of structural funds and Cohesion Fund have 
been planned to be managed in Latvia by three opera-
tional programmes:

•  “Human Resources and Employment” – opera-
tional programme of European Social Fund;

•  “Entrepreneurship and Innovations” – operational 
programme of European Regional Development 
Fund;

•  “Infrastructure and Services” – operational pro-
gramme of European Regional Development Fund 
and Cohesion Fund.

Each operational programme includes priorities 
and activities, within which the support is provided for 
projects. The horizontal priorities have two priorities 
directly related with the regional development policy – 
well-balanced territory development and international 
competitiveness of Riga.

 Well-balanced territory Development
It is important for well-balanced and sustainable de-

velopment of the country to reduce the unfavourable 
disparities in development indicators amongst different 
parts of the country, in particular between the region of 
the capital city and the remaining territory of the coun-
try by implementing a poly-centric development model 
and providing advantages for supporting the compara-
tively less developed territories. By using the even cov-
erage of populated areas in the territory of the country 
the structure of development centres can be developed, 
where the development centres of regional, novads and 
local importance have a significant share along with the 
development centres of national importance. The task 
of development centres is to become the driving forces 
of social and economic development of the territories of 
the countries and the centres of public services. The task 
of the support from structural funds and Cohesion Fund 
is to reduce the unfavourable social economic develop-
ment trends by supporting the development centres of 
national, regional and novads importance.*

 International Competitiveness of Riga
The reinforcement of Riga as a trade, science and 

culture excellence centre of the Baltic Sea Region is a 
decisive factor also in the rapid development of the en-
tire country. Reinforcement of the economic potential 
and international competitiveness of the capital city as 
well as transfer of the rapid development effect of the 
city to the remaining territory of the country is another 
task for investments of EU funds. Riga, the capital city 
of Latvia, as one of largest cities of the Baltic Region is 
in a unique situation for obtaining considerable benefit 
financed by the funds.**

MRDLG has created a methodology in order to 
ensure functioning of the implementation system of 
horizontal priorities, i.e., well-balanced development 

 * According to NSFD 215.
 ** According to NSFD 216.
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of territories and the international competitiveness of 
Riga, within the programming period 2007–2013 of EU 
structural funds. The methodology provides territorial 
principles for implementing the horizontal activity and 
applicable to various activities:

•  specific support activities directed towards a cer-
tain territory;

•  specific criteria for project assessment, which pre-
fer or give advantage to some project in certain 
territories;

•  differentiated rate of EU fund co-financing or re-
duced extent of co-financing for territories more 
developed in social economic terms;

•  territorial quota or specific volume of financing for 
a certain territory.

By implementing the activities prescribed by Na-
tional Strategic Framework Document MRDLG and 
SRDA administer 7 activities (see Table 83) with planned 
financing in the extent LVL 259.6 million:

•  within the program of Activity 1 – two activities 
co-financed by ESF;

•  within the program of Activity 3 – five activities.

Unlike the previous period the traditional activity of 
SRDA Support for Specially Supported Territories has 
been transferred to the authority of IDAL.

In 2008 projects for receiving support have  already 
been approved within two activities. In the activity 
3.1.4.3 “Development of Infrastructure for Prepara-
tory Educational Institutions in Development Cen-
tres of National and Regional Importance” Stage 1 of 

 accepting project applications took place, due to which 
27 projects were approved, but in the activity 3.6.1.1 
“Promotion of Development Centres of National and 
Regional Importance for Well-balanced Development 
of the Country” the support was provided for 19 
projects. Acceptance of project applications has been 
commenced in October 2008 in the activity 3.1.4.4 
“Support for Development of Availability of Alternative 
Care Services”.

Table 83. NSFD activities administered 
by MRDLG and SRDA.
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IX. LoCAL GoVeRnMentS FInAnCeS

ReVenUe AnD eXPenDItURe oF LoCAL GoVeRnMent BUDGetS

The indicators of local government budget 
revenues and expenditures show the finances 
at the disposal of local governments for per-
forming their functions and development and 
in what areas the finances are spent. Com-
parison of local government budget indicators 
 allows determining the disparities amongst the 
capacity of local governments to perform their 
functions, which mainly are providing services 
to inhabitants.

Local government budget expenditures 
of twenty seven EU countries were 27.4% of 
public expenditures in 2007.* Comparing to 
previous years, the share of local government 
budgets in EU countries increased and also 
in Latvia the percentage of local government 
budgets in the consolidated budget increased within 
the recent four years.

A brief analysis of local government budgets has 
been carried out in the present survey on the basis of 
the data base of State Treasury Reports on the State 
Budget and Local Government Budgets (RSBLGB).

Revenues

In 2008 the revenues of consolidated budget of 
Latvian local governments was LVL 1.677 billion.** 
Comparing with previous years not only the volume of 
budget revenues increased, but also the increase in per-
centage of local government budget revenues in the 
consolidated state budget. During the period 2004–
2008 the revenues of local governments increased 2.5 
times (see Table 84).

Table 84. Revenues of state consolidated budget and local 
government consolidated budget in 2004–2008.***

Local government budgets consist of the basic 
budget and the special budget. It should be noted that 
such division of budget is inappropriate to the present 
situation as it is a relic from the early 1990’s when fi-
nance marked for special purposes were included in 
the special budget. The finance marked for special pur-
poses are included also in the basic budget for a long 
period of time and therefore the division in the basic 
budget and special budget complicates the drawing up 
of budget and makes the local public finance less trans-
parent and their analysis more difficult.

In 2008 the local government budget revenues 
amounted to LVL 1673.26 million but the extent of spe-
cial budgets was LVL 124.68 million. Revenues of Riga 
Region local government budgets constituted almost 
a half of the total volume of local government budget 
revenues (see Table 85 and Figure 84).

84. Revenues of local government basic budgets and special 
budgets in breakdown by planning regions in 2008.

The main budget revenues indicators of each local 
government have been collected in the Annex 3 in the 
end of the present survey.

 *  EU sub-national governments: 2007 key figures. DEXIA, 2008.
 **  Official monthly statement (January–December 2008) on 

performance of consolidated budget. www.kase.gov.lv
 ***  Data: annual reports on performance of state consolidated 

budget. In 2008 – the official monthly statement (January–
December 2008) on performance of consolidated budget.

 *  Data: monthly report January–December 2008 in data base 
of RSBLGB.

Table 85. Local government budget revenues in breakdown 
by planning regions in 2008.*
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In 2008 the total amount of basic budget 
and special budget of republican cities was 
LVL 864.45 million, total amount of district 
local government budgets – LVL 330 million, 
total amount of local municipality budget re-
venues – LVL 777.95 million. It should be taken 
into account that no consolidation of budgets 
has been carried out either amongst the ba-
sic budget and special budget of each local 
government or amongst the budgets of local 
governments. For instance, the district local 
government revenues include also the state 
budget transfer for earmarked grant for sala-
ries of teachers, which is basically diverted to 
local municipalities.

By viewing the basic budget revenues 
of separate local governments it can be observed 
that the largest volume of basic budget was in Riga – 
LVL 554.77 million, but the smallest was in Aluksne 
District Kalncempji pagasts – LVL 91 000. By estimates 
per capita, the revenues of local municipality basic 
budgets also fluctuated within a very large range, i.e., 
from LVL 1240 in Ventspils District Jurkalne pagasts to 
LVL 277 in Daugavpils District Dubna pagasts. The sig-
nificant disparities may be substantiated by the struc-
ture of local government revenues in the relevant year. 
For instance, Jurkalne pagasts received earmarked grant 
for investments in novads infrastructure in the extent of 
LVL 200 000, but the population of pagasts was 368 
inhabitants.

Tax revenues are the main local government rev-
enues describing the financial capacity of local govern-
ments. In local municipalities the tax revenues consists 
of shares from three state taxes – real estate tax, (100% 
or the entire tax is received in the budget of that local 
government, in whose territory the estate is located), 
personal income tax (in 2008 the share in the extent of 
80% was received in the budget of that local govern-
ment, where the recipient of income has declared its 
place of residence) and lottery and gambling tax (25% 
of the tax is received in the budget of that local govern-
ment, where the gambling hall is located and the entire 
tax from local scale lotteries is transferred to the local 
government budget). In 2008 the tax revenues volume 
was LVL 908.44 million in the basic budgets of local 
governments.

The revenues of natural resource tax are transferred 
to the special budget of local municipalities. District lo-
cal governments have no tax revenues.

By estimates per capita the average local govern-
ment tax revenues amounted to LVL 400 in 2008. The 
lowest indicator was registered in Daugavpils District 
Bikernieki pagasts – LVL 73, but the highest – in Riga 
District Garkalne novads with LVL 634.

Tax revenues in local government basic budgets 
comprised 51% in Latvia in total. But by viewing the 
local government individually it can be observed that 
the range of tax revenues percentage is very broad, i.e., 
from 11% in Kraslava District Berzini pagasts to 93% 
in Valmiera District Valmiera pagasts. The averages of 
districts show that the highest percentage of tax re-

venues in local government basic budgets was in Riga 
Region by constituting almost two thirds of revenues, 
but the lowest was in Vidzeme Region and Latgale Re-
gion, where the figure was one third of revenues in ba-
sic budgets (see Table 86).

State budget transfers comprised 33% of revenues 
of local government basic budgets and their volume 
was LVL 591.49 million in 2008. This share of revenues 
includes grants, earmarked grants (including for sala-
ries of teachers, investment and investments in novads 
infrastructure) and revenues from Local Governments 
Finance Equalization Fund. In breakdown by regions 
the highest percentage of state budget transfers was 
registered in Latgale Region.

The earmarked grant for salaries of teachers is 
amongst the largest state budget grant transfers. In 
republican cities and district local governments the re-
spective earmarked grant is represented as basic budg-
et revenues in the share of state budget transfers, but in 
local governments of towns, pagasts and novads – re-
venues from local government budget transfers (from 
district local governments).

By assessing the percentage of state transfers of 
individual local governments the analysis of report 
data show that in 2008 the percentage ranged from 
0.15% in Garkalne novads to 85.85% in Kraslava Dis-
trict Kepova pagasts. High percentage of state budget 
transfers of a local government does not always mean 
low own revenues, i.e., during the recent years the vol-
ume of investments for local governments increased 
considerably, including for development of novads 
infrastructure. Therefore, if during the respective year 
a local government has received an earmarked grant 
for investments, whose volume against the local gov-
ernment is usually significant, the percentage of state 
budget transfers will be high.

expenditures

Expenditures of local government basic budgets 
amounted to LVL 1.889 billion in 2008. Basic budget ex-
penditures of republican cities were LVL 809.8  million, 

Table 86. Tax revenues of local government basic budgets and 
state budget transfers in breakdown by planning regions in 2008.*

 *  Data: monthly report January–December 2008 in data 
base of RSBLGB.
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The analysis of the structure of local government 
budget revenues shows that considerable disparities 
can be observed in Latvia in the financial capacity of lo-
cal governments, which can be explained by objective 
social economic, geographical, and culturally historical 
factors, those featuring, how effectively local govern-
ments operate, and also subjective factors. Also the 
needs of local government expenditures are different 
both due to the unequal demographic and social eco-
nomic situation and the geographic location and na-
tural factors. Therefore the local governments finance 
equalization has been used in Latvia since 1995. This 
system has not changed since 1998 and it is governed 
by the law “On Local Governments Finance Equaliza-
tion” adopted in 1998. On the basis of this law the 
Cabinet of Ministers annually adopts the regulations 
of revenues of Local Governments Finance Equalization 
Fund and procedure of their distribution.

The Recommendation Rec (2005)1 of the Committee 
of Ministers of Council of Europe to Member States on 
the financial resources of local municipalities and regio-
nal local governments* notes that “A substantial degree 
of financial equalization is a prerequisite for the success 

of fiscal decentralisation and stable local government. At 
the same time, financial equalization is a prerequisite for 
the success of policies geared to economic stability and 
balanced, sustainable regional development.” Taking 
into account the extent of Latvian Local Governments 
Finance Equalization Fund it can be stated unequivocally 
that this system is amongst the most significant regional 
development instruments for reduction of unfavourable 
disparities amongst local governments.

In Latvia the local government finance equalization 
system ensures both the equalization of local govern-
ment revenues and equalization by different needs of 
expenditures.

State budget grant and local government payments 
form the resources of the Local Governments Finance 
Equalization Fund (LGFEF). The volume of Equaliza-
tion Fund increased from LVL 27.1 million in 1998 to 
LVL 93.9 million in 2008, but in 2009 the figure is 
LVL 84.1 million.** The reduction in the volume of the 

district local governments – LVL 273.8 million, but 
expenditures of district towns, pagasts and novads – 
LVL 805.2 million. It should be reminded that the afore-
mentioned expenditures include also the payments 
amongst local governments as payments to Local Gov-
ernments Finance Equalization Fund (LVL 84 million), 
transfers of earmarked grants for salaries for teachers 
from district local governments to local municipalities 
or their educational institutions was well as settlements 
amongst local government for services provided by 
other local governments.

Table 87 represents the expenditures of Latvian lo-
cal government basic budgets in 2008 by functional 
categories.

Most local government expenditures were provided 
for education. This has been the case for many years. 
Even if the earmarked grants for salaries for teachers are 
deducted from this share of expenditures, also then the 
expenditures for education had the major percentage in 
local government budgets. Percentage of expenditures 
of government services was comparatively high (18.6%), 
but it should be noted that the local government pay-
ments to Local Governments Finance Equalization Fund 
have also been represented in this share.

Annex 4 to the present survey provides data regard-
ing the expenditures of all Latvian local governments in 
the main functional categories.

Analysis of expenditures of local government ba-
sic budgets by economic classification regarding two 

basic groups showed that in 2008 the maintenance 
 expenditures comprised 81% of expenditures, but capi-
tal expenditures – 19%. The latter indicator has con-
siderably increased comparing with previous years. It 
should be noted that in the European Union countries 
the investments comprised 12.9% on average of local 
government expenditures in 2007.

Table 87. Expenditures of local government basic budgets 
in 2008 by functional categories.*

 *  Approved by the Committee of Ministers on January 19, 
2005 at the 912th meeting of Deputy Ministers.

 *  Data: revenues and expenditures of local government basic 
budgets (January–December 2008). www.kase.gov.lv

 **  The Cabinet of Ministers Regulations of December 16, 
2008 No. 1064 “Regulations on Revenues of Local 
Governments Finance Equalization Fund and Procedure of 
Their Distribution in 2009”.

eQUALIZAtIon oF LoCAL GoVeRnMent FInAnCeS
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Fund in 2009 can be explained by the fact that the local 
government tax revenues forecasts reduced comparing 
with the previous year (see Figure 88).

Although the scale of Equalization Fund constantly 
increases, the scale of state budget grant has remained 
unchanged since 2000 and within the recent years it 
forms less than one tenth of the Fund. For example, in 
2008 the volume of the Fund was LVL 93.8 million, and 
LVL 86.7 million or 92.3% of it were local government 
payments. In 2009 the  volume of the Fund is expected 

in the extent of LVL 84.1 million, and 
LVL 76.9 million or 91.5% of the sum are 
local governments’ payments.

The proportion of the volume of 
finance in the Local Governments 
Finance Equalization Fund forms 
approximately 5% of the total amount of 
basic budgets of local governments (in 
2008 the re venues of basic budgets of 
local governments (gross) was LVL 1.792 
billion). At the same time there are local 
governments, in whose revenues of basic 
budgets the proportion of grant from 
LGFEF even exceeds 40%.

The estimated revenues of local go -
vern ments for equalization is determined 
as the sum of forecasted amounts of re-
venues of personal income tax and re-
venues of real estate tax. In 2008 in Latvia 
they were LVL 873.4 million in total, but 

in 2009, after taking into account the rapid economic 
recession, the tax revenues forecasts have dropped and 
the estimated revenues are LVL 735.33 million. In 2008 
the estimated revenues per capita on average were 
LVL 382, but amongst all local governments the lowest 
indicator was LVL 71 and the highest – LVL 700. In 2009 
the disparity amongst the estimated revenues of local 
governments per capita slightly reduced, i.e., the lowest 
remained LVL 71, the highest dropped to LVL 609, but the 
national average per capita amounts – to LVL 323.

Figure 85. Dynamics of the revenues of the Local Government Finance 
Equalization Fund in 1998–2009, in millions LVL.

Table 88. Estimated revenues before and after equalization in 2008*.

 *  Estimates after local government finance equalization data in the Cabinet of Ministers Regulations.

Table 89. Estimated revenues before and after equalization in 2009*.
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In the local government finance equalization system 
used since 1998 the necessity of different expenditures of 
local governments is determined according to the local 
government group (group of towns – 7 republican cities, 
group of rural local governments – all the remaining local 
municipalities), by four demographic criteria (population, 
number of children aged up to 6 years (inclusive), number 
of children and adolescents aged from 7 to 18, number 
of inhabitants over working age) and two more criteria 
(number of children in children’s homes, who have been 
placed by 1998, and number of residents in old people’s 
homes, who have been placed by 1998). The inclusion 
of the latter two criteria in the equalization system since 
1998 was related with changes in settlements between 
the local governments.

After the comparison of the estimated revenues and 
necessity of finances by each local government, the local 
government either settles the payment to LGFEF or re-
ceives a grant from the Fund; it can also neither pay nor 
receive anything and then it maintains a neutral position. 
The equalization system of Latvian local governments 
has a peculiar feature that also district local governments 
without any of their own tax revenues receive grants from 
LGFEF. Consequently the system ensures both equalization 
of finances of local governments and financing of district 
local governments. It should be recognized that such fea-
ture of the system is a drawback.

Tables 88 and 89 represent 
the estimated revenues of local 
governments before equalization 
and the equalized revenues after 
equalization in 2008 and 2009 in 
different groups of local govern-
ments. For instance, in 2008 the 
disparity amongst revenues per 
capita before equalization in the 
group of rural local municipalities 
was 9.9 times, but after equaliza-
tion – 2.4 times. Assessment of 
whether such equalization level is 
sufficient is not unequivocal.

In 2008 62 local governments 
settled payments to the Local 
Governments Finance Equaliza-
tion Fund, 61 local governments 
were neutral, and the other 
428 local governments received 
grants. Until implementation of 
administrative territorial reform in 2009 57 local gov-
ernments settled payments, 61 were neutral, and the 
other 431 received a grant (including 26 district local 
governments).

Figures 86 and 87 represent the payments of local 
municipalities to LGFEF, grants from the Fund or neutral 
position per capita in 2008 and 2009, respectively.

In terms of volume Riga City local government set-
tles the largest payments to LGFEF. In 2008 the pay-
ment of Riga reached LVL 52.6 million, but in 2009 – 
LVL 52.7  million. Table 90 represents the dynamics of 
payments of Riga to the Fund year by year. By estimates 
per one inhabitant of the city, in 2009 the payments 

of Riga to LGFEF are LVL 73.2. In the situation of 2009, 
when comparing with the previous year the extent of 
estimated revenues of local governments dropped, the 
payment of Riga City to the Fund did not reduce. It is due 
to the fact that in 2008 according to an additional rule a 
brake prescribed in the state budget law, was applied on 
the payment as its financial necessity had grown.

Table 90. Payments of Riga local government to LGFEF.*

In 2009 in the group of republican cities (until the 
administrative territorial reform – 7 cities) four cities 
(Riga, Jelgava, Jurmala, Ventspils) are payers to LGFEF, 
one (Liepaja) is neutral and two (Daugavpils and 
Rezekne) are the recipients.

By assessing the extent of payments to the Fund 
against the extent of personal income tax or by calcu-
lating the payment per capita, the Pieriga local govern-
ments have the highest indicators during the recent years. 
For instance, in 2009 the payment of Garkalne novads 

 *  The Cabinet of Ministers Regulations on LGFEF revenues 
and order for their distribution.

Figure 88. Summary payment and grant of local governments 
(inclusive of district grant) per capita in 2009.
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in the Fund was LVL 147.7 per capita, Marupe pagasts – 
LVL 126.7, but Babite pagasts – LVL 121.7 per capita.

But by reviewing the volume of received grant per 
capita it is evident that the local governments in Lat-
gale Region have the highest indicators. For example, 
in 2009 six pagasts in Latgale receive a grant exceeding 
LVL 150 per capita. The exception is Cesis District Kaive 
pagasts in Vidzeme Region, which in 2009 has the high-
est grant from LGFEF per capita – LVL 163.0

Figure 88 represents the summary payment and 
grant in 2009 in distribution by districts and repub-
lican cities by estimates per capita. Also the grant of 
district local governments has been considered in this 
regard.

After elections of town and novads council deputies 
on June 6, 2009 Latvia has only local municipalities – 9 
republican cities and 109 novads. According to the law 
of reorganizing district local governments, the district 
local governments approved the plans for reorganizing 
district local governments until June 2009, where, int. 
al., the distribution of grant due to them has been de-
termined for the new local municipalities. The grants or 
payments to Local Governments Finance Equalization 
Fund have been calculated for the new novads as the 
sum of payments and grants of the former individual lo-
cal governments constituting the respective novads.

Figure 89 represents the calculated payments and 
grants for republican cities and novads per capita in 
2009 (the volume has been calculated for the entire 
year also until the administrative territorial reform, the 
shares of grants of respective districts due to novads 
have been added pro rata to population size).

Figure 90 shows the correlation between the re-
gion’s summary payments to LGFEF, the grants from 
LGFEF and development index of the region. Although 
the correlation is present in general, a deviation can be 
observed – Kurzeme Region, whose territory develop-
ment index has dropped below the figure of Zemgale 
Region, receives comparatively smaller grants than 
Zemgale Region local governments in total. It is mainly 
due to the presence of two republican cities in Kurzeme 
Region (until administrative territorial reform Zemgale 
Region had only one republican city).

By analyzing the equalization components in more 
details, the interrelationship between the equalization 
summary payment, the grant and the territory develop-
ment index is not observed for all equalization compo-
nents. In distribution of district local government grant 
a significant deviation from objectivity can be observed, 
which increasingly distorts the local governments fi-
nance equalization system on annual basis.

The grant for district local governments from LGFEF 
depends only on mathematic calculations resulting 
from the Law on Local Governments Finance Equali-
zation. Figure 91 represents the dynamics of total 
amount of grants for districts year by year. In 2008 the 
share from the Fund for districts was LVL 55.2 million 
of 58.8%, but in calculations of 2009 the amount is 
LVL 48.5 million or 57.7%.

In finance equalization of 2008 the district local 
government grants per capita ranged from LVL 31 

(Gulbene District) to LVL 71 (Madona District), but in 
finance equalization of 2009 – from LVL 26 (Gulbene 
District) to LVL 68 (Madona District). Such disparities 
are biased and unsubstantiated.

Figure 90. Interrelationship between the total amount of 
payments and grants of local governments per capita in 
2009 and the territory development index according to 
data of 2007 in planning regions.

Figure 91. Distribution of the grant from LGFEF amongst 
district local governments and local municipalities, in 
2000–2009, in million LVL.

Figure 92 represents the grant for districts from 
LGFEF per capita and territory development index. The 
non-existence of any interrelationship is evident. For 
instance, two districts with comparatively similar de-
velopment index, i.e., Gulbene and Madona Districts, 
have the minimum and maximum volume of grant, 
but the districts with the lowest development index 
(Rezekne and Kraslava Districts) receive grants, whose 
extent is amongst the smallest.

Such utilization of distorted calculations cannot be 
supported, and the objection from Riga City and other 
cities is understandable against the lack of objectivity in 
grants for districts.
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The main drawbacks of the system:
•  equalization of finances of local municipalities and 

financing of district local governments have been 
mixed into a single system;

•  describing the disparities in determining the fi-
nancial necessities of local governments uses only 
demographic criteria and the division of local 
governments into two groups – cities (republican 
cities) and rural local governments (all remaining 
local governments);

•  the lack of objectivity in making the calculations is 
also caused by two criteria – the number of chil-
dren in children’s homes, who have been placed 
there by 1998, and the number of residents in old 
people’s homes, who have been placed there by 
1998, regarding whom a constant proportion has 
been prescribed by law;

•  volume of state budget grant into the Local Govern-
ments Finance Equalization Fund has remained un-
changed since 2001, therefore the percentage of state 
grant in the Fund reduces by the increase in the total 
extent of the Fund. The share of personal income tax 
in local governments increase within the recent years 
extends the disparities amongst revenues of local 
governments both before and after equalization;

•  for the local governments receiving grant from 
Local Governments Finance Equalization Fund the 
tax revenue increase (not reaching the lower non-
equalizable limit) does not ensure the increase in 
entire budget revenues, but it ensures decrease 
in the grant from LGFEF; therefore recipient lo-
cal governments have no financial motivation for 
promoting increase in tax revenues;

•  insufficient supervision and assessment is a feature 
of the system; forecasts are not compared with 
the actual situation, no regular analysis of the sys-
tem is performed.

Consequently the prevention of drawbacks in the 
present system and consideration of the situation in 
local governments after the administrative territorial 
reform requires a new model for local governments fi-
nance equalization and a new law, according to which 
the local governments finance equalization would be 
implemented.

In the beginning of 2008 after an order from the Min-
istry of Regional Development and Local Governments 
and after involving local and international experts a new 
model of local governments finance equalization was 
offered to local governments for implementation after 
2010. The offered equalization system retained several 
basic features of the present system. For instance, also 
in the new equalization system the estimated revenues 
have been calculated from the revenues of two taxes – 
revenues from real estate tax and personal income tax. 
The four present demographic criteria and four new cri-
teria – area of territory, distance from Riga, number of 
service centres in novads (former administrative centres), 
centres servicing a broader territory (Riga – 85 points, 
other republican cities – 10 points, novads with former 
district centres – 5 points) are used for determining the 
different necessities of local governments. Calculations of 
local governments finance equalization were intended in 
two stages. Within the first equalization stage the entities 
settling the payments to the Local Governments Finance 
Equalization Fund and local governments receiving grants 
have been determined. The figure of the total amount of 
equalized finance is used for these calculations, and it is 
calculated as the sum of estimated revenues and basic 
grant of the state budget. The minimum basic grant of 
the state budget is calculated on the basis of the current 
state budget grant in the Fund (LVL 7.2 million), which 
has been increased in line with inflation.

By using eight criteria and their proportions pre-
scribed by law, the amount of equalized finance has 

Figure 92. Grants from LGFEF for district local governments per capita in 2009 and territory development index 
according to data of 2007.
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been calculated for each local government. Local gov-
ernments, whose estimated revenues exceed the scale 
of equalized finance, should settle 40% from the ex-
cess in the equaliza tion fund, but for local governments 
with more considerable excess part of the payment has 
been calculated with increased rate (45%). Local gov-
ernments with estimated revenues below the scale of 
equalized finance receive a grant from LGFEF. The lo-
cal governments, whose revenues after the first stage 
equalization are considerably below the scale of equal-
ized finance (below 75%), receive the grant of second 
stage, which is completely covered from an additional 
state budget grant for Local Governments Finance 
Equalization Fund. Therefore the country has a moti-
vation to promote even development in the country, 
because its additional grant is directly related to the 
dispersion in revenues of local governments.

Draft law conforming with this model and created 
upon the order of the Ministry of Regional Development 
and Local Governments determines the procedure for cal-
culation of estimated revenues of local governments, the 
basic state budget grant, total scale of equalized finance, 
scale of equalized finance for each local government, 
payments of local governments to Local Governments 
Finance Equalization Fund, additional state budget grant 
for local governments from Local Governments Finance 
Equalization Fund. Although the draft law prescribes a 
precise procedure for calculations, it envisions that annual 
discussions of the government and local governments 
also have a significant role in the process.

Taking the present situation into account that cur-
rent equalization system includes also the financing  
for children in children’s homes and residents in old 
 people’s homes, who have been placed by 1998, name-
ly, prior to implementation of settlements between lo-
cal governments, the draft law envisions a correspond-
ing earmarked state budget grant, which would have 
no relation to the new model for local governments 
finance equalization.

The new model prescribed also a considerable 
increase in the contribution from state budget (ap-
proximately LVL 40 million in addition), but local gov-
ernments did not agree with this model and in the con-
gress of May 2008 the Latvian Association of Local and 
Regional Governments adopted a resolution, where it 
asked Saeima and government to ensure the following 
by creating the changes in local governments finance 
equalization:

•  the total volume of financial resources for perform-
ance of functions of local governments is assessed 
and the state ensure own revenues of local gov-
ernments within the extent of these resources;

•  if the country is unable to provide the aforemen-
tioned revenues to local governments, they are 
granted the rights to perform the functions of 
local governments corresponding to the budget 
allowed to local governments, and:

 •  the initial financial necessity to be equalized in 
local governments forms at least 17.2% of the 
state combined budget tax revenues (including 
the state social insurance contributions),

 •  the annual increase in the financial necessity to 
be equalized in local governments must not be 
below the pro rata increase in the estimated rev-
enues of state combined budget,

 •  the state grant in Local Governments Finance 
Equalization Fund is equal to the total grant of 
local governments in this Fund;

•  the four demographic criteria of the presently val-
id system are applied for finance equalization;

•  the coefficients of finance equalization criteria 
weighs are calculated on the basis of local govern-
ment budget performance data;

•  the donor local government allocations in Local 
Governments Finance Equalization Fund does not 
exceed 30% of the excess of estimated revenues 
over the estimated expenditures.

In 2008 the extensive discussions continued amongst 
the Ministry of Regional Development and local gov-
ernments, Ministry of Finance and local governments 
on potential finance equalization, and in the autumn 
MRDLG prepared a new draft law on the prospective 
local governments finance equalization based on the 
requirements expressed in the resolution of congress in 
May 2008 of Latvian Association of Local and Regional 
Governments. The model envisioned a considerable in-
crease in state share in the equalization system.

As the country faces the situation of economic re-
cession, when the volume of public finance is consid-
erably reducing, a temporary solution for local gov-
ernments finance equalization has been implemented 
after the administrative territorial reform. In June 2009 
the government approved the draft law for amend-
ments in the present local governments finance equali-
zation prepared by MRDLG for submission to Saeima. 
The state budget grant remains unchanged in the Fund 
(LVL 7.2 million) supplemented by special state ear-
marked grant (LVL 3.3 million) for children in children’s 
homes and residents of old people’s homes placed 
there by 1998. The system maintains the breakdown 
of financial necessity in the groups of towns and rural 
areas. The group of republican cities includes 9 towns, 
and their share in the financial necessity amounts to 
47%, but the financial necessity share of novads local 
governments is 53%. Weights of the four demographic 
criteria have been recalculated and they are equal both 
for towns and novads.

Irrespective of the fact that a temporary solution 
has been prepared, in 2010, when the scale of the new 
novads local governments will be determined in prac-
tice, the finance equalization model prepared by the 
Ministry of Regional Development and Local Govern-
ments shall be discussed repeatedly. 

The agenda of 2009 include also the issue of re-
gional or apriņķis local governments. If regional local 
governments will be established in Latvia in the future, 
they will also require an equalization system in the dis-
tribution of either due state tax shares or other state 
budget transfers or by establishment of a separate 
equalization fund, similar to local municipalities.



128

X. MeASUReMent oPtIonS FoR DeVeLoPMent 
LeVeL oF LAtVIAn ADMInIStRAtIVe 
teRRItoRIeS AFteR ADMInIStRAtIVe 

teRRItoRIAL ReFoRM

In 2009 significant changes in the content and cir-
culation of territorial information take place in Latvia. 
One stage of administrative territorial reform has been 
concluded and a new administrative division has been 
established in Latvia since July, 1. On December 18, 
2008 Saeima adopted the law "On Administrative Ter-
ritories and Populated Areas" and approved the new 
administrative territorial division by determining that in 
future the country will have 109 novads and nine re-
publican cities (see Figure 93). Section 4 of the law “On 
Administrative Territories and Populated Areas” states 
that the Republic of Latvia is divided into the follow-
ing administrative territories: 1) apriņķis; 2) republican 
cities; 3) novads. Section 5 of the law prescribes that 
Saeima determines the novads and republican cities in-
cluded in apriņķis as well as the administrative centre 
of apriņķis.

The new situation after the administrative territorial 
reform in the second half of 2009 will require searching 
solutions for several problems of information availabil-
ity and development monitoring.

 Planned Available State Statistical 
Information in the Level of Republican 
Cities and Regions

The regional Gross Domestic Product was summa-
rized in 2009 by breakdown into districts and republi-
can cities and in 2010* for the 6 statistical regions and 
9 republican cities according to actual prices, manufac-
turing production output and turnover, housing fund 
(number and total area of apartments), air pollution 
from stationary sources of pollution, indicators of water 
resources (extraction and utilization of water, sewage 
treatment and drainage, remaining pollution caused by 
sewage, sewage treatment sludge), number of house-
holds, description of housing conditions, household 
spending and durable items.

Since 2010 the Community Statistics regarding 
revenues and living conditions will be summarized for 
6 statistical regions and 9 republican cities (content 
of the household, housing conditions, household rev-
enues, financial alienation risk factors of households, 
self-assessment of health condition of household 
members), annual structural indicators of industry, 
construction, trade and services (number of compa-
nies, turnover, value of products, value added by ex-
penditures of factors, capital investments, total acqui-

sition value of goods and services, personnel costs and 
number of employed).

Since 2010, regarding 6 statistical regions and 9 
republican cities, after arranging in sectors (public sec-
tor, private sector, budget institutions, state budget 
institutions, local government budget institutions) 
the following information will be available: average 
monthly gross and net remuneration (including regu-
lar costs), total number of employees (including full 
and part-time employment), number of employees, for 
whom the remuneration has been calculated (in full-
time employment time units), hours actually worked, 
costs of labour force, remuneration, payment of sick-
leave certificates A, number of employees and average 
monthly gross remuneration by gender, breakdown of 
the number of employees by remuneration amount in 
October by gender, as well as, not arranged in sectors, 
average number of occupied places of employment by 
actual place of employment, including full-time em-
ployment, gross remuneration for employees (self-em-
ployed entities excluded), number of employed popu-
lation, period of time of employment, character of 
employment (permanent, temporary, extraordinary, 
seasonal), number of persons searching for employ-
ment, type of searching for employment, number of 
registered unemployed, number of registered long-
term unemployed.

Since 2010 the following information will be avail-
able regarding 6 statistical regions and 9 republican 
cities: areas, total yield and productivity of main ag-
ricultural crop sowings, number of economically ac-
tive working age inhabitants, number of construction 
permits issued to buildings and engineering construc-
tions, volume of construction works, launching indi-
vidual residential houses into operation, length of 
highways, number of vehicles in total, by categories, 
internal cargo shipments and turnover in motor trans-
portation, operation of hotels, motels, guest houses, 
resort hotels, camp sites and other dwellings for tour-
ists (number of serviced persons, number of stays for 
night, load of shared accommodation), operation of 
rural tourism dwellings, provision of companies with 
information and communication technologies (com-
puters, usage of Internet, Internet connection and 
speed), provision of households with information and 
communication means (percentage of households with 
a computer, Internet connection and speed), as well as 
inspections of state of affairs and consumers and indi-
cators of self-assessment of local governments.

 *  CSB statistical information availability in 2009 and 2010, 
collected on March 17, 2009. Unpublished data of CSB.
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 Planned Available State Statistical 
Information at novads Level

The population long-term migration data by various 
social economic and demographic features will be col-
lected in 2009 for republican cities and districts, but since 
2010 – only for republican cities. In 2009 the following 
information will be available at pagasts level, and the fol-
lowing information will be available broken down into no-
vads and republican cities: population natural movement 
indicators in groupings by different social economic and 
demographic features, number of marriages by different 
social economic and demographic features, number of 
dissolved marriages by different social economic and de-
mographic features, population gender structure and age 
structure (with interval of one year), number of registered 
marriages, number of births and deaths, population nat-
ural movement, number of persons registered in a place 
of residence, number of persons leaving the country due 
to change of place of residence, calculation of popula-
tion ethnic content, number of working age inhabitants, 
operation indicators of cinema institutions (number of 
seats, number of shows, number of attendances, cash 
revenues), number of economically active companies 
(including physical entities, farmsteads and fisheries, in-
dividual businesses, individual businessmen, commercial 
companies, foundations, establishments, memberships, 
state and local government budget institutions), number 
of farmsteads, their descriptive indicators, number of 
agriculture animals (no data will be available on poul-
try, pigs, rabbits, bees and fur animals), production and 
distribution of heat and electric energy, consumption of 
fuel for its production, remainder of fuel according to the 
condition on October, 1, length of national highways, 
length of local government highways and streets, man-
agement of housing fund (rent for residential premises, 
management costs), number and area of apartment 
properties, buildings and constructions, provision for 
education institutions with computer engineering and 
Internet connection (number of schools with computers, 
Intranet, Internet connection, application of Internet in 
teaching process, number of places and graduates in uni-
versity programmes related with ICT, etc.), operation of 
television and radio broadcasting organizations (number 
of employees, types, duration and language of shows, 
number of broadcasted feature, television and video 
films), operation of cable television networks (number of 
subscribers, number of employees).

For internal use of Eurostat only, after being broken 
down into novads the investments in the infrastruc-
ture of local government highways will be summarized 
(investments in construction design, reconstruction, 
construction, maintenance expenditures, and general 
expenditures).

Availability and Data Protection

Very different units of local municipalities have been 
established in terms of population, territory and popula-
tion structure due to the reform. For example, in 20 out 

of 109 novads the population in the beginning of 2009 
was below 4000. The population in the largest, Ogre 
novads (38 950 inhabitants), and the smallest, Baltina-
va novads (1387 inhabitants), novads differed 28 times. 
The area of the largest novads, Rezekne (2525 km²), 
and the smallest, Saulkrasti (48 km²) differ 53 times. 
The population density between the most densely and 
most sparsely inhabited novads, i.e., Salaspils novads 
(176 inhabitants/km²) and Rucava novads (4.6 inhabi-
tants/km²) differ 38 times.

The situation that 20 novads have relatively small 
population (below 4000) may affect the availability of 
statistical data. In order to observe the statistical con-
fidentiality prescribed by "State Statistics Law" (Section 
18), the Central Statistical Bureau does not publish 
data, if they allow direct or indirect identification of 
private entities or state institutions, about which in-
dividual statistical data have been provided, i.e., such 
statistical data are deemed confidential. In cases when 
 statistical indicators of a small novads will allow identi-
fying a company, the large number of small novads 
causes risk that some of the data regarding novads will 
be un available due to data protection.

Matching of Data Lines

It is forecasted that in the near future the volume of 
information available in novads level collected by the 
Central Statistical Bureau will be smaller than the vol-
ume of information, which was available in the district 
level. Until 2010 the majority of statistical indicators 
were and will be collected regarding regions. Taking 
into consideration the previous body of data, which 
was largely subjected to the administrative division of 
districts, when a significant part of statistical data (GDP 
inclusive) were available for districts and 7 republican 
cities, then the scheme of a district as an analytic unit 
for needs of statistics and territorial analysis after estab-
lishment of novads might be necessary for comparing 
time lines of various indicators and the territorial place-
ments of indicators also for supervision purposes. In the 
event of sufficient funding, elaboration and adopting 
of a matching network of statistical territories similar to 
the district scheme may become required in the future 
(see Figure 95).

 Improvement of Statistical Information 
for Tasks of Regional Development 
Analysis

The availability of statistical data based on the former 
administrative division was insufficient for elaborating 
appropriate regional policy. In the University of Latvia 
(under guidance of Aija Zobena) research “Preparing 
Proposals for Elaboration of Policy for Latvian Towns” 
(Project No. 2008/2517) it was concluded that “Short-
age of adequate statistical data currently delays ob-
taining information on separate towns. Namely, most 
data are presently collected by considering a district as 
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a separate unit. It means that dividing rural areas and 
towns in quantitative terms is impossible; the same ap-
plies to the towns without district centres. The required 
information may be searched for in various sources of 
public information, but in such case the information is 
not always comparable.” Also after the administrative 
territorial reform the opportunity for assessing the de-
velopment of towns will reduce, because the statisti-
cal data will be collected at novads level, but towns as 
separate analysis units will not appear. After establishment 
of novads the data of rural territories will be  unavailable. 
The process of policy development and management is 
impossible without sufficient information.

Significance of Quantitative Indicators

The research ordered by State Regional Develop-
ment Agency “Methodological Solutions for Assess-
ment of Regional Policy and Territory Development”, 
the main conclusions of which were already available 
at the beginning of 2009, include the performance of 
evaluation of quantitative indicators for assessment of 
territory development. Within the context of sustain-
able development dimensions for territory assessment 
the authors of the research offer grouping of quantita-
tive indicators according with the model of 3 dimen-
sions or capitals, where the Social Dimension describes 
the welfare of inhabitants in a territory, Environmental 
Dimension – condition of environment resources in a 
territory, but Economic Dimension – potential of eco-
nomics in a territory.

According to the results of the research the “indica-
tors should be simple and clearly targeted”:

•  simple – the number of indicators should be limi-
ted and the calculation methods – transparent, 
they should be easily interpreted and intuitively 
comprehensible, in particular for target audiences 
using them;

•  clearly targeted – the indicators should identify 
the issues and trends, which are plainly significant 
for sustainability; the indicators should be able to 
notify on shortage of sustainability in develop-
ment trends and aspect, to react on changes in 
the measured process and related with the emerg-
ing objectives and problems of policy.

The research emphasizes that “Latvia should re-
cognize that successful development processes are 
possible, if the parties involved in the development 
participate there, i.e., not only government, local gov-
ernments, politicians and administrations, and in the 
best case also experts and academicians, but also com-
panies, employers and employees, owners, civil society 
and inhabitants of different age, genders and ethnic 
and religious identities. It means that the information 
regarding a territory: (1) should be available for the 
groups of interest, especially for businessmen and own-
ers, for elaboration their own strategic plans and (2) 
provide data also by social groups in order to identify 
such focussed interest groups.”

 opportunities of obtaining Quantitative 
Indicators outside the national 
Statistical System

Reduction of data provision is also a time of oppor-
tunities for developing new forms and new opportu nities 
for obtaining operative data in territorial analysis and 
elabo rating regional policy. After reduction of  statistical 
data availability in novads level, one possible solution 
matching the finding of the research: Methodo logical 
Solutions for Assessment of Regional Policy and Territory 
Development is that “administrative institutions shall 
obtain data from administrative registers, which provide 
information in more details”.

Currently many registers under supervision of the 
state of Latvia create the option of summarizing infor-
mation and using it for purposes of regional analysis 
and planning, thereby supplementing or replacing the 
data of CSB. The most important registers are the Popu-
lation Register, Register of Enterprises, Credit Register, 
the State Treasury, State Land Service data bases, Land 
Register data base, SRS registers. Also the information 
collected by many large companies, i.e., Latvijas Pasts, 
Latvenergo, LMT and other mobile operators would be 
a significant contribution to regional analysis.

All state (administrative) registers currently have 
technical opportunities to group information by admin-
istrative territories. All administrative registers record 
the identity numbers of physical entities or registration 
numbers of companies. But for the majority of inhab-
itants in the Population Register the identity number 
should be related with registered address of place or 
residence declared (or indicated) in the standard of 
Address Register, and each registration number of a 
company shall be registered with registered address in 
the standard of Address Register. Thereby the system 
allows achieving summarization of any breakdown into 
territories from any administrative register with insig-
nificant administrative expenditures.

The duties of state administration should include 
the requirement for every register to have the duty to 
prepare such summarization on a regular basis by spec-
ifying indicators appropriate for registration.

 Population Register
“Population Register Law” governs the work of the 

Population Register. The Office of Citizenship and Mi-
gration Affairs within its competence is responsible for 
including the information in the Population Register. 
The main task of the Population Register is the regis-
tration of citizens of Latvia, non-citizens of Latvia as 
well as persons receiving residence permit for staying 
in Latvia, registration certificates or certificates of resi-
dence permits by including and actualizing the infor-
mation about these person in the Register pursuant to 
procedure prescribed in the Law.

Section 21 of “Population Register Law” prescribes 
that institutions, businessmen and organizations and 
physical entities are entitled to receive statistical in-
formation from the Register. The Office of Citizenship 
and Migration Affairs may provide also other general 
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 information, which do not allow identifying specific 
 entities. This provides the opportunity to apply the 
 information from the Population Register in much 
broader extent than before in the statistics published 
by the Population Register.

Pursuant to “Voters Register Law”, in Latvia also the 
systems for registering voters operate along with the 
Population Register, i.e., the Register of Voters, whose 
methodical management and supervision is carried out 
by the Central Election Commission, but The Office of 
Citizenship and Migration Affairs processes the infor-
mation included in the Register and maintains it.

 Register of Enterprises
Register of Enterprises (RE) is a state institution, 

which in the Republic of Latvia registers the enterprises 
(business companies), businesses, their subsidiaries 
and representations, as well as all changes in their 
basic operational documents and carries out other 
activities prescribed by legal acts. RE also registers mass 
media, associations and establishments, commercial 
pledges, decisive influences, marriage contracts and 
concessions, political parties, arbitration courts, 
trade unions and insolvency procedures. RE collects 
also annual reports submitted by companies. Annual 
report of a company is a document indicating, how 
the company has been operated in the preceding 
financial year, to third parties and cooperation 
partners. Since July 1, 2008 for convenience of clients 
the annual reports should be further on submitted to 
the State Revenue Service only, which transfers the 
electronic copy of the annual report to the Register of 
Enterprises. Theoretically RE may provide information 
about each company registered in the territory and 
the total business characteristics of all companies 
registered in the respective territory.

RE may also provide territorially collected informa-
tion about registration of new businesses, mass media, 
associations and establishments, arbitration courts, 
foreign businesses and representation of organizations; 
political organizations (parties) and commercial pledg-
es as well as the number of liquidated companies.

SIA Lursoft ensures the software for the Register of 
Enterprises, performs the statistical collection of data 
and makes RE statistical data publicly available. The sta-
tistics of SIA Lursoft regarding the number of compa-
nies is collected for all legal entities, whose operation 
shall be registered with RE.

 Credit Register
In the period of time when volumes of credits signifi-

cantly increased, the most important indicators for as-
sessment of internal demand prospective included not 
only the total and average extent of revenues of inhabi-
tants in each territory, but also the total and  average 
volume of debt balances. Such or similar indica tor in 
German Federal States is applied as one of most impor-
tant indicators for regional planning and regional anal-
ysis. CSB does not provide such data, but the  Credit 
Register of the Bank of Latvia commenced operation in 
Latvia on January 1, 2008.

 The State Treasury
The State Treasury performs the management of 

national debt and free funds of state budget, as well 
as ensures granting and supervision of state budget 
loans and guarantees and servicing of granted loans. In 
2004 the State Treasury commenced the performance 
of functions of a European Union structural funds pay-
ment institution by submitting payment requests and 
receiving the payments for European  Commission.

The State Treasury registers and collects the reports 
from all local governments. Thereby the State Treasury 
can access very strategic information about revenues, 
tax revenues, personal income tax, real estate tax, col-
lected lottery and gambling tax, revenues from busi-
ness and property of all local governments, payments 
for utilising the state (local governments) capital, etc. 
Also the information about local government expendi-
tures is broken down into scores of categories regard-
ing the guarantees of local governments, loans and 
performance of the special budget. Until 2009 these 
data on the majority of local governments could be 
obtained with a delay of a month, and therefore the 
data of the State Treasury were applied in researches 
as equal to statistical data, in particular, if the statisti-
cal data are unavailable or collected with a significant 
time delay.

   State Land Service Data Bases 
and Land Register Data Base

The State Land Service is the supervisory institution 
of the Address Register, which is a unified information 
system for ensuring the computerized registration of 
districts, towns, novads, pagasts, novads towns, no-
vads pagasts, rural territories of towns, villages, farm-
steads, streets, land plots and groups of buildings, and 
premises in the form of text (everything except the 
groups of premises is detailed) and map (everything 
except the land plot or building is detailed), as well as 
preservation of historical information. Address Classi-
fier (a systematic list of addresses) has been elaborated 
in the Address Register, where an individual and per-
manent code has been assigned for each address for 
its identification.

The data bases of the Land Register and State Land 
Service collects the information about the cadastral 
 value of land properties, types of utilization, stock-
 taking value of buildings, constructions and apart-
ments and all transactions involving real estate and 
their  prices. Pursuant to Address Classifier the entire ca-
dastral and land register information shall be collected 
by administrative units of Latvia.

 Data Bases of State Revenue Service
The data bases of State Revenue Service (SRS) hold 

the complete information on all tax-payers. Each report 
shall indicate the territory code, which allows summa-
rizing the breakdown of any information in SRS reports 
by territorial units, including all taxes. The data bases 
of SRS localize the revenues of population precisely by 
place of salary issue, author’s fees etc. and according 
with the declared place of residence of the recipient. 
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The data base of SRS also includes information about 
those performers of economic activity, which does 
not have to submit an annual report, i.e., farmsteads, 
self-employed entities, entities carrying out individual 
work, individual companies, etc. Actually application of 
SRS data base in a summarized form would provide an 
invaluable instrument of researching territory develop-
ment and territorial analysis. 

If SRS would provide a summarization of each type 
of tax, it would be precise information describing the 
precise location of the specific branch. For instance, 
the natural resources tax corresponds with the location 
of extracting natural resources; the business potential 

may be well described by VAT extent, export poten-
tial – with extent of VAT repayment, etc.

Many indicators listed by SRS, if collected by admin-
istrative territories, would apply for direct describing 
of specific quantitative dimensions. E.g., personal in-
come tax has an extremely high correlation with overall 
 revenues of inhabitants and, for describing or compar-
ing different local governments the personal income 
tax is used in territory development index as an indica-
tor for describing the disparities in revenues in different 
local governments. But extent of the respective local 
government expenditures may be applied for describ-
ing various cultural or social activities, etc.
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DeVeLoPMent tRenDS AnD SUGGeStIonS 
FoR eQUALIZAtIon oF teRRItoRY 

DeVeLoPMent LeVeL

During the reporting period until the middle of 
2008 both in the whole country and in each planning 
region the level of social economic development in-
creased individually. The quality and quantity of eco-
nomic and social infrastructure increased in large towns 
and their vicinities, but not in all the remaining territory 
of the country.

During the reporting period the processes contin-
ued in Latvia, which should be taken into account when 
developing regional policy in future:

•  concentration of investments and human resources 
in large towns. It featured unequal opportunities 
for economic and cultural activities throughout 
the territory of Latvia and also increased the crea-
tive capability of development of large towns, and 
caused prerequisites for their improved competi-
tiveness in the international area;

•  exurbanisation, i.e., inhabitants leaving towns for 
residence in rural territories in the central part of 
Latvia and vicinities of large towns, the main role 
is attributable here to inhabitants with compara-
tively low or very high income. Within the recent 
five years it took place along with urban expan-
sion, i.e., urban construction expanding over the 
borders of towns, and the percentage of con-
structed territories of suburbs increased. These 
processes have stalled since 2008, but in future 
they will cause problems, because construction 
of homes significantly exceeded the construction 
of technical and social infrastructure. Insufficient 
public transport and services in vicinities of towns 
will cause social segregation. On the one hand, it 
will become a problem requiring solution by lo-
cal governments, and, on the other hand, it will 
delay functional and economic relation of urban-
rural areas and therefore the potential of towns as 
regional development centres will reduce;

•  reduction of public transport provision and reduc-
tion in the accessibility level and speed based on 
it in the Latvian interior, because limitation of rail-
way network along with limitation in bus traffic 
networks and trips continued during the recent 
decade and therefore effective public transport 
was not provided. It is amongst the reasons of 
the remote area effect or development of centres 
in contrast to the process of development level 
reduction in remote areas. Insufficient provision 
of public transport promoted reduction of po-
pulation in the remote areas of the country and 
administrative districts on account of population 
migration. As the population reduced so simulta-
neously did the volume of financial resources for 

maintaining public transport, which additionally 
intensified the remote area effect without special 
support from the state;

•  increase in disparities of territory development level – 
the disparities in the quality of life remained and 
increased in separate territories of Latvia. In ad-
dition, the indicators of quality of life increased 
more rapidly in territories, where they were bet-
ter already before. GDP per capita, non-financial 
investments per capita, number of businesses and 
commercial companies per 1000 inhabitants and 
personal income tax, in particular, were charac-
teristic to the more powerful and developed local 
governments. In the present survey, after carrying 
out the overall assessment of territory develop-
ment using territory development index as gen-
eral indicator, it can be detected that a significant 
gap between the large development centres and 
the rest of Latvia has remained almost unchanged, 
i.e., no equalization of living standards has taken 
place amongst the territories of the country. By 
comparing the changes in relations of highest and 
lowest indicators in dynamics (in 2003–2007) it 
is evident that in general, using basic indicators 
describing the economic development, the dis-
parities increased in every group of territories, 
but according to indicators describing the social 
situation – reduced. Considering the indicators of 
registered unemployment rate, until 2008 posi-
tive changes in employment became apparent, 
which is proved by considerable reduction in un-
employment rate in almost all territories and the 
reduction of disparities amongst territories. After 
assessment of territories by personal income tax 
per capita it is evident that the relative disparities 
slightly reduced in the area of population welfare, 
but large disparities in levels of revenues remained 
in various territories by their total extents.

All the aforementioned processes are interrelated. 
They largely are the cause and explanation for increase 
in disparities of Latvian territory development level in 
recent years. The course of development conflicted 
with regional policy objectives in Latvia and therefore 
it causes a necessity for searching for new and more 
effective instruments for promoting the growth of ter-
ritorial cohesion and towns as regional or urban-rural 
development centres.

The course of unbalanced regional development of 
previous years had a negative relation with drop in eco-
nomic activity since 2008, i.e., within a year the inten-
sity of registering new companies reduced, in 2008 the 
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number of newly-established companies considerably 
declined, what, in its turn, is indicative of drop in eco-
nomic activity of population. The unemployment rate 
rapidly increases in Latvia in general, and it is particu-
larly sharp in Latgale Region.

In order to promote territory development level 
equalization the opportunities and required operatio-
nal directions for further years shall be highlighted.

Inter-sector coordination. The problems of negative 
territorial balance in Latvia were largely due to the fact 
that territorial development was directed by sectors or 
under influence of authority of individual ministries, 
where means for development at their disposal were 
not utilised in sufficient integration of branches and 
territories.

The Ministry of Regional Development and Local 
Governments supervises only a small part of regional 
development support instruments (in financial terms – 
approximately 15% of the entire extent at the disposal 
of state institutions), other ministries supervise a con-
siderably larger amount of instruments, which also 
promotes development of Latvian territories and this is 
the reason for coordinating activities of MRDLG having 
such importance in the area of regional development.

Supervision, assessment and updating of regional 
policy. Latvia has no unified coordinated understand-
ing of regional development instruments and their ap-
plication is also insufficiently coordinated. Creation of 
unified understanding of regional development, con-
cretization of instruments and formal approval is re-
quired for performance of supervision, assessment and 
updating the implementation and influence or efficacy 
of regional policy.

Decentralisation of regional policy implementation. 
Assurance of favourable prerequisites for promotion of 
well-balanced social economic development is required 
in Latvia by coordinating the branch and regional  policy 
according to specific features of the entire territory of 
the state and separate its parts and by delegating solu-
tion of more profound issues regarding implementa-
tion of programs of EU funds in regions and novads.

Increase in the role of regions. By the failure to es-
tablish powerful local governments of regional level or 
state administration units, well-balanced development 
will not take place in Latvia. By functional reinforce-
ment of planning regions or by establishing apriņķis, it 
should be achieved that regional level units with their 
administrative capacity are able to solve economic is-
sues along with the government and local municipali-
ties. The experience is that in the countries with insuf-
ficiently powerful units of regional level administration 
amongst the government and local municipalities, the 
management of national economy takes place with 
particularly sectorial approach. 

Policy of towns or poly-centric development. In long-
term territorial development policy, differentiated 
amongst the groups of towns, is required for utilising 
the potential of Latvian large and medium-sized towns 
as regional development centres and for settling the 
issues of well-balanced development.

Currently the diversity of economic structures in 
medium-sized and small towns is insufficient. The small 
and medium-sized towns of Latvia mainly serve as lo-
cal centres of administrative and consumer services and 
cultural life, where one or several large, most frequent-
ly – medium-sized, companies have developed histori-
cally. Within the period of economic transformation 
they were usually closed and the infrastructure related 
to these companies has not been used for developing 
new companies and therefore the economic structure 
is uniform in these towns. Small number of companies 
mostly oriented towards provision of a narrow range 
of local services determines the necessity to find addi-
tional incentives and resources for developing sustain-
able business activities, which would create high value 
added, and for developing and integrating companies 
of small and medium-sized towns into a wider space. 
The economic activity, which is orientated not only to-
wards the local market, shall be expanded.

Policy of local government territory development. In the 
event of favourable development of novads as local gov-
ernment territories, by ensuring sufficient services, in-
cluding public transport network in rural territories, may 
reduce the present unfavourable remote area effect. And 
vice versa, i.e., it may intensify after reduction in the avail-
ability of services and the concentration of all types of 
resources will continue in large towns and former centres 
of administrative districts will continue. By local adminis-
trative territorial reform the distribution of responsibility 
amongst the state or means of its implemented regional 
policy and local governments with larger decisive oppor-
tunities will increase in utilisation of budget with relation 
to development policy of own development. A new addi-
tional significance can be forecasted for distribution and 
management of resources of Local Governments Finance 
Equalization Fund. The equalization system operated suc-
cessfully since 1995, and balancing the opportunities of 
local government development in the structure of small 
local municipalities was its task. The role of the state was 
largely to provide the many small territories with mini-
mum required resources for performance of local govern-
ment functions and development. After establishment 
of novads territory the development of amalgamated 
small territories has become the responsibility area of the 
newly established local government. The new situation 
requires the novads local governments to create and im-
plement both their own determined development policy 
and medium-term development programs.
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ConCLUSIon

The Survey Development of the Regions in Latvia 2008 provides an insight into the 
development of Latvian territories by application of methodology for calculating territory develop-
ment index sanctioned in the country and applicable for comparative analysis in time, which was 
initially created for the purpose of determining specially supported territories.

In the closing survey the analysis of territory development levels provides only a general insight 
into the situation of development of local government territories of planning regions. Statistical 
data and calculations based only on statistical information are only partially reflecting the actual 
situation in territories. Changes in basic development indicators should be assessed by context, 
taking into consideration the dependence on the changes in other indicators, and the components 
of derived indicators should be assessed more profoundly. Therefore it is not useful to limit gather-
ing information about the processes of regional development only with employing the indicators 
available in state statistics for comparative description of territories. Obtaining additional quantita-
tive and qualitative information would be important, it would allow assessment of complex devel-
opment of local government territories, operation of state and local government institutions, role 
of businessmen and other groups of society in the development processes, efficiency of utilization 
of resources, etc.

Improvement in research methods is also necessary. Analysis of publicly available collections 
published by Central Statistical Bureau and statistical data of data base allows detecting problems 
characteristic for all territories of Latvia, but it does not provide the opportunity to detect specific 
problems in each territory. Such objective requires analysing a diverse both quantitative and quali-
tative information. Qualitative information provides the opportunity to perform a more profound 
analysis of influencing factors and draw conclusions on development, potential of development 
and factors promoting or delaying the development in Latvian administrative territories.

2009 stands out due to the changes in social processes in general and due to the relation with 
restructuring state administration, including the territorial division. New shapes of regional policy 
become apparent, and their elaboration and implementation will be the task for further years.

In the period from April to July 2009 the public discussion “Strategy for Sustainable Develop-
ment of Latvia until 2030” was taking place.

In December 31, 2008 the “Law on Administrative Territories and Populated Areas” was en-
forced, and it prescribes the division of Latvian administrative territories into novads, republican 
cities and apriņķis. The administrative territorial reform of local level was completed by the local 
government elections of June 6, 2009, which took place according to the new administrative divi-
sion. District local government institutions and amalgamated or restructured local government 
united institutions have been abolished or transferred to local municipalities within the reorganiza-
tion process until the end of the year. The newly elected councils of republican cities and novads 
commenced operations in July 1, 2009.

Presently it has not been decided when the apriņķis units might be established and commenc-
ing operation, which could assist in separating the state policy planning and implementation. The 
expressed opinion is that apriņķis could overtake the functions the performance of which would 
appear too complicated for local municipalities or, if apriņķis could ensure more effective imple-
mentation of these functions, the list might include planning and coordination of public transport 
services, organization of vocational education, etc.

In the new situation as well as after concluding the present practice of territory development 
assessment, establishment of a new system for assessment of regional development processes and 
development policy, which would certainly also be analytically based.
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Regional development processes can be assessed only if their observation could be possible 
for a longer period of time. An improvement in methods appropriate for Latvia, which might be 
used for several years, thereby ensuring the possibility of unified access and territory development 
comparison for many years, is necessary for observing and analysing further the regional develop-
ment processes.

By working on implementation of programs supporting territory development in the country, 
the State Regional Development Agency has accumulated information and experience for as-
sessing regional development. The follow-up task is to improve the methodology for assessing 
territory development and to perform regular problem-oriented researches of territory develop-
ment, to establish and implement the system for supervision and assessment of regional policy 
implementation. Establishment of such system is important for ensuring a targeted assessment 
of regional policy influence and adopting decisions for its improvement, but the resources for 
establishment and maintenance of this system shall be adequate to the resources provided for 
implementation of the policy. An expensive, complicated, slow and inflexible supervision system 
must not be supported.

Presently available data of 2008 and the first months of 2009, as well as the forecast for the 
whole of 2009 reflect significant changes comparing with processes described in the survey. Sig-
nificant decline in GDP has been observed, unemployment rises, and percentage of migration 
increases as the population reduces. Increasingly more and more inhabitants are prepared to live 
abroad.

However, the topicality of the survey remains and the systematized territory development anal-
ysis carried out by single methodology provides information territorially comparable in time, which 
allows assessing the correlation of events, searching for their causes and assessing the influences of 
state regional and branch policies, and the obtained findings may be applied for creating develop-
ment policy in future.
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