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Abstract. The purpose of this article is to make a preliminary
evaluation of the allocation of European Unionfunds2007-2013 in
the Latvian territories. In absolute values more financing has
been allocated to more developed regions with an exception of the
least developed region Latgale, whereas in relative values more
financing has been received by the least developed regions due to
large investments in public infrastructure. In futuremore
attention should be paid to the promotion of education, science,
entrepreneurship and innovations in the least developed regions.
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l. INTRODUCTION

Latvia has 6 NUTS III regions and 5 planning regions —
Riga region (consists of NUTS Ill regions Riga and Riga
region), Kurzeme region, Zemgale region, Vidzeme region
and Latgale region (Fig. 1). The socioeconomic development
disparities between NUTS Il regions in Latvia are the highest
in the EU. According to Eurostat data, dispersion of regional
GDP per capita in Latvia in 2007 was 45.6 whereas the
average level in the EU was 32.7. Since 2004 the dispersion of
regional GDP per capita in Latvia has gradually decreased
from 52.8 to 45.6. However, in 1998 dispersion of regional
GDP was much lower — 31,6.
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Fig. 1. GDP per capita in Latvian planning regions in 2007 at current prices
Source: [1]

Regional policy of Latvia foresees polycentric development
as an instrument for reducing regional disparities. Main action
lines for the promotion of polycentric development are

facilitation of competitiveness of growth poles, creation of
functional network of growth poles and promotion of urban-
rural cooperation. Preconditions for these action lines to come
to an effect are specialisation and cooperation of territories as
well as concentration of resources. According to spatial
perspective of Sustainable Development Strategy for Latvia
till 2030, currently there is one growth pole of international
importance — the capital city Riga, 8 growth poles of national
importance and 20 growth poles of regional importance (Fig.
2). Growth poles of local importance shall be stipulated in
regional and local level development planning documents [2].

Fig.2. Development Centres and Functional Networks in Latvia
Source: [2]

EU Cohesion policy financing that is allocated to Latvia in
the programming period 2007-2013 amounts to 3,184 billion
euro. Till 30 June 2010 1,709 billion LVL or 53,7% of total
financing were already contracted to final beneficiaries [3].EU
structural funds are allocated to NUTS Il regions where Latvia
is regarded as a single region. Latvia has not invented specific
mechanisms for the allocation of EU funds to its planning
regions. Instead Latvia’s regional policy has been integrated
into the EU funds programmes 2007-2013 considering two
horizontal priorities — “Balanced Territorial Development”
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and “The International Competitiveness of Capital City Riga”.
To implement these horizontal priorities four types of
territorial principles were used when planning EU funds
programmes — activities that are designed for the growth of
specific territories, project selection criteria that give
additional points for projects from specific territories,
differentiated financing rate depending on the territory where
the project is going to be implemented and financial quotas for
territories.

In addition, for the promotion of competitiveness of growth
poles special EU funds priority “Polycentric development” is
being implemented. It supports the implementation of
integrated development plans of 17 cities and towns, which
are defined as the most important growth poles, and 18 largest
(in number of inhabitants) municipalities [4]. Also 44
specially assisted areas — least developed municipalities where
no growth poles are located — are supported by the EU funds.
Within the activity “Co-financing to the investments in micro,
small and medium-sized enterprises operating in the specially
assisted areas” investments are made in micro and small-sized
enterprises that are registered and operate in specially assisted
areas [5]. Last but not least, two EU funds activities (No
1.5.3.1. and 1.5.3.2.) are being implemented in order to build
socioeconomic and spatial development planning capacity in
the regions and local municipalities. These activities support
engagingof specialists and drafting or updating of
development planning documents in the regions and local
municipalities [6].

Taking into account significant disparities in socioeconomic
development between the Latvian regions, the impact of the
EU funds on the development of territories has been topical
ever since. Studies have suggested that EU funds
implementation strategy for the years 2004-2006 was not
successful in promoting regional development, as the largest
proportion of financing and the highest financing per capita
were received by the most developed regions [7,8]. Therefore
the purpose of this article is to make preliminary evaluation of
the allocation of European Union funds 2007-2013 in the
Latvian territories in context with the regional development
strategy of Latvia. The results are also compared with the
results of similar evaluation in previous programming period.

1. METHODS

To analyse EU fund financing in the Latvian territories, EU
funds activities were divided in three categories: activities of
national importance, activities of regional importance and
activities of local importance (Table 1). The main criteria that
were taken into account when estimating their impact on the
development of territories were the territorial scope of
operation of the final beneficiary, the territorial scope of the
results of the implementation of an activity and the availability
of data about the allocation of activity financing in the
territories.

102

There are 78 EU funds activities in which contracts till 31
December 2009 were signed. This analysis covers 24 activities
of regional importance and 20 activities of local importance.
The largest number of activities of regional and local
importance is  within the operational programme
“Infrastructure and services” where 80% of activities are
considered to be of regional and local importance. A half of
the  operational programme  “Entreprencurship  and
innovations” and one third of operational programme “Human
resources and employment” activities are also considered to be
of regional and local importance.

TABLE 1
EU FUNDS ACTIVITIES OF REGIONAL AND LOCAL IMPORTANCE

Operational EU funds activities

programme

Human resources and employment (in the next table — HRE)

Activities of 1.1.1.2,;1.1.2.1.1.; 1.1.2.1.2.; 1.2.1.1.2;
regional importance 12.1.1.3,;1.2.242,;1.4.1.2.4.

1.3.1.1.4,;1.3.1.9.

Activities of local
importance

Entrepreneurship and innovations (in the next table — EI)

Activities of 2.1.2.1.2.
regional importance

Activities of local 2.1221.;21222,;2.122.3,;23.1.1.1,;
importance 2.3.22.

Infrastructure and services (in the next table — IS)

Activities of 3.1.3.3.1.;3.1.4.1.5;3.1.5.2;3.1.53.1,;
regional importance 3.1.53.2.;3.2.1.1;3.2.1.4,;3.3.1.1,;3.3.1.2,;
33.1.3.;3.3.1.5.;3.42.1.1.;34.2.1.2,;
343.1.;3.5.1.2.1.;3.5.1.2.2.

3.1.3.1.;3.1.3.3.2,;3.1.4.3.;3.1.44.;3.2.1.2,;
3213.1,;322.1.2,;3.4.1.1,;3.44.1,;
3442.;35.1.1,;3.52.1,;3.6.1.1.

Activities of local
importance

Source: made by authors based on [9]

The analysis covers 1.1 billion LVL or 70.8% of financing
that was contracted till 31 December 2009. 620 million LVL
or 39.5% are allocated to activities of regional importance and
492.5 million LVL or 31,3% to activities of local importance.
The financing of operation programme “Infrastructure and
services” constitutes the greatest part of the financing analysed
— 993.3 million LVL or 89.3%. Operational programme
“Infrastructure and services” also has the highest proportion of
the financing of regional and local importance — 94.1%.
Whereas only 12.0% of operational programme
“Entrepreneurship and innovations” financing is considered to
be of regional and local importance (Table 2).

Accordingly, the total financing and financing per capita of
activities of regional and local importance were analysed at
the regional level and the financing of activities of local
importance — in 118 local municipalities as well as in such
specific types of territories as municipalities with growth poles
of international, national and regional importance, other
municipalities and specially assisted territories. Support for
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human resources and employment, entrepreneurship and
innovations and investments in infrastructure and services was
analysed separately. Furthermore, correlations between the
allocation of financing and such socioeconomic development
indicators as territory development index, GDP per capita and
amount of personal income tax per capita were evaluated by
calculating Pearson’s correlation coefficient (hereinafter —
PCC).

TABLE 2
EU FUND FINANCING OF REGIONAL AND LOCAL IMPORTANCE

EU fund financing

Of regional
Of regional Of local and local
Total importance | importance | importance

Number of activities

HRE 30 7 2 9

EIl 12 1 5 6

IS 36 16 13 29
Total 78 24 20 44
Financing, in million LVL

HRE 270.9 85.9 3.9 89.8
EIl 245.6 3.0 26.6 29.6
IS 10554 | 531.3 462.0 993.3
Total 1572.0 | 620.3 492.5 1112.8
Financing, in %

HRE 17.2% 31.7% 1.4% 33.2%
EIl 15.6% 1.2% 10.8% 12.0%
IS 67.1% 50.3% 43.8% 94.1%
Total 100.0% | 39.5% 31.3% 70.8%

Source: made by authors based on [9]

The results of this analysis should be considered as
preliminary. For more detailed analysis additional information
should be included about the activities with one final
beneficiary that operates in the whole territory of Latvia (for

100% 100%

80% - 80% -
60% 6(;“-:
40% - 40% -
20% 20%
0% ~ ¢ 0% - 4

Human resources and
employment

Fig. 3. Financing of activities of regional and local importance in regions
Source: developed by the authors based on [9]

Entrepreneurship and
innovations

example, active employment measures by State Employment
Agency, loan programme by Latvian Guarantee agency).

I1. RESULTS

More than a half of the financing of activities of regional
and local importance has been received by Riga Region within
operational ~ programmes  “Human  Resources  and
Employment” and “Entrepreneurship and Innovations”.
Vidzeme Region has drawn in a significant proportion of
financing within the operational programme
“Entrepreneurship and innovations”, but has had very poor
results within the operational programme “Human Resources
and Employment”. The results of other three regions are quite
similar within these two operational programmes.

On the contrary, the financing of operational programme
“Infrastructure and Services” has been allocated to regions
quite evenly (Fig.3).Larger amounts of financing of activities
of regional and local importance have been received by the
most developed regions. Latgale Region is an exception. It is
the least developed region in Latvia but it has received the
second largest amount of financing. As in the previous
programming period 2004-2006 a tendency remains to allocate
more financing to the more developed regions. However, the
ranks have changed. While Riga still holds the first place,
Latgale and Zemgale regions have increased their ranks from
the last two to the second and third.

As the distribution of inhabitants in the regions is unequal,
we also calculated the financing per capita. Zemgale region
has attracted the highest financing per capita and is followed
by Latgale region — the least developed region. Whereas the
most developed Riga region has attracted the least amount of
financing per capita. So more financing per capita has been
received by the least developed regions (Fig.4). Comparing
with previous programming period Zemgale and Latgale
regions have increased their ranks from the last two to the first
two. Riga region has dropped from the first position to the last.

100%0 ~
80% -
60% -
40% - ® Kurzeme region
o ® Largalerregion
20%
Riga region
0% + ® Vidzeme region

Infrastructure and services
® Zemgale region
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Fig.4. Financing of activities of regional and local importance in regions

Source: developed by the authors based on [9]

Taking into account different aims of the activities of
operational programmes, we also analysed the financing at the
programme level. The activities of regional importance of
operational programme “Human Resources and Employment”
support science, education and social services whereas the
activities of local importance — the increase of qualification of
employed [6]. In absolute values larger amounts of operational
programmes financing has been received by the most developed
regions. An exception is Latgale region which is the least

0 1.5
a0
50 4
a0 -

1

Riga Zemgale Kurzeme Vidzeme Latgale
region  fepioh  feElon  region  fegion

I Fmancing of activities of regional and local
importance, in million lats

e Tezrritory development year index {2009)

PCC (termitory development index) 0,944%
PCC (GDP per capita) 0,054*
*significance level 0.01

developed region but has attracted a significant amount of
financing both in absolute and relative values (Fig. 5).
Operational programme “Entrepreneurship and Innovations”
activities of regional importance support technology transfer
whereas the activities of local importance - development of new
products and technologies, access to international trade markets
and investments in entrepreneurship in specially assisted areas

[5].
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Fig.5. Financing of operational programme “Human Resources and Employment” activities of regional and local importance in regions

Source: developed by the authors based on [9]
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Fig.6. Financing of operational programme “Entrepreneurship and Innovations” activities of regional and local importance in regions

Source: developed by the authors based on [9]

Operational programme financing in absolute values has been
allocated to regions according to their socioeconomic
development level. The allocation of financing per capita does
not follow this tendency - the highest amount of financing per
capita has been received by Vidzeme region which is the second
least developed region (Fig.6).

Operational programme “Infrastructure and services”
activities of regional and local importance invest in
infrastructure for providing services in education, health care,

employment, social services, transport, information and
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region region region region region

e Fimancing of activities of regional and local
importance, in million lats

e Tepritory development vear index ( 2009)

PCC (territory development index) 0,362
PCC {(GDP per capita) 0,295

communication technology, energy, environment, tourism and
culture, and well as in the promotion of growth poles [4].
Financing of the operational programme has been split evenly
between three regions — Latgale, Riga region and Zemgale.
Kurzeme and Vidzeme regions have received less financing.
Subsequently Zemgale and Latgale regions have received higher
amount of relative financing as other regions, but Riga region —
much less because of large number of inhabitants. Thus the least
developed regions have allocated more financing in relative
values(Fig.7).
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Fig. 7. Financing of operational programme “Infrastructure and Services” activities of regional and local importance in regions

Source: developed by the authors based on [9]
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Fig.8. Financing of operational programmes “Human Resources and Employment” and “Entrepreneurship and Innovations” activities of local importance

Source: developed by the authors based on [9]

The analysis of financing of activities of local importance in
the context with socioeconomic development indicators in 118
local municipalities reveal that within all three operational
programmes municipalities with higher income level of
inhabitants in terms of personal income tax per capita (but not
higher territory development index) have attracted more
financing in absolute values (PCC for total financing is 0.230
with 0.01 level of significance). Regarding the financing per
capita there is no significant correlation between the amount of
drawn in financing and such socioeconomic development
indicators as territory development index and personal income
tax per capita.

Taking into account types of territories which have received
special attention in this programming period, we also analysed
the allocation of financing in such types of territories:
municipalities with growth poles of international, national and
regional importance, other municipalities and specially assisted
territories. We analysed the activities at the operational
programme level to separate support for employment,

Financing of activities of local importance,
in million lats
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entrepreneurship and innovations from investments in
infrastructure and services.

2/3 of support for employment, entrepreneurship and
innovations has been received by the growth poles and 7% - by
specially assisted areas. The largest part of the financing
allocated to the growth poles has been allocated to the capital
city (33%) and municipalities with growth poles of regional
importance (30%). The growth poles of national importance
have attracted only 4% of financing.

Larger financing for employment, entrepreneurship and
innovations in relative value has been received by the
municipalities with the growth poles of regional importance and
other municipalities. The growth poles of national importance
have received the least financing per capita, which is 10 times
lower than the amount allocated to municipalities with growth
poles of regional importance and 7 times lower than the amount

allocated to the capital city (Figure 8).
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Fig.9. Financing of operational programme “Infrastructure and Services” activities of local importance
Source: developmentby the authors based on [9]
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Also 2/3 of the investments in infrastructure and services have
been received by the growth poles and 14% - by specially
assisted areas. The largest part of financing allocated to the
growth poles has been received by the growth poles of national
importance (26%) and municipalities with the growth poles of
regional importance (36%). Capital city has attracted only 4% of
financing.

Larger financing for infrastructure and services in relative
values has been attracted by the municipalities with growth
poles of regional importance and specially assisted areas.
Financing per capita allocated to the capital city is more than 10
times lower than the amount of financing per capita allocated to
every other types of territories (Figure 9).

V. CONCLUSIONS AND DISCUSSION

The analysis of the EU funds in Latvian regions suggests that
there is a tendency to allocate more financing in absolute values
to more developed regions, which was identified in the previous
programming period 2004-2006, remains in place in this
programming period as well. This tendency is obvious
considering the operational programmes ‘“Human Resources and
Employment” and “Entreprencurship and Innovations”.
Significant exception is Latgale — the least developed region has
received the second largest amount of financing in total and
within the operational programme “Infrastructure and Services”.

By contrast, in relative values more financing has been
received by the least developed regions due to operational
programme “Infrastructure and Services”. However within the
operational programme “Human Resources and Employment”
more financing per capita has been received by the most
developed regions. The financing per capita of operational
programme “Entrepreneurship and Innovations” has been
neutral in terms of correlation between socioeconomic
development and financial allocation. These results significantly
differ from the programming period 2004-2006, when the most
developed Riga region attracted the largest financing in absolute
values and second largest in relative values, but the least
developed Latgale Region received the lowest financing in
absolute and relative values.

In future more attention should be paid to promoting
development of education, science, entrepreneurship and
innovations in the regions. Improvement of infrastructure and
services is an important basis for socioeconomic development,
but without complementary investment in education, science and
technology transfer, as well as facilitation of entrepreneurship,
regional economics in the least developed regions might not
grow fast enough to reduce regional disparities.

The analysis of EU fund financing at the local level shows
that municipalities with higher income level of inhabitants have
attracted more financing in absolute values within all three
operational programmes. Although growth poles have attracted
major part of the financing in activities of local importance, in
relative values the capital city and 8 major growth poles of

national importance have attracted less financing than other
territories within all three operational programmes.

Relatively low financing allocated to the capital city could be
explained by the efforts to facilitate socioeconomic development
outside the capital city region. But lower financing per capita to
growth poles of national importance should be carefully
considered, because it might cause insufficient concentration of
resources in the major growth poles and reduce their ability to
encourage development in their surrounding areas. Creation of
additional territorial principles might be considered to facilitate
investments in the growth poles of national importance.
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Alise Vitola, Maija Senfelde. ES fondi 2007.-2013.gadam Latvijas teritorijas nacionalas regionalas politikas kontekst.

Raksta meérkis ir veikt sakotn&o noveérté§jumu Eiropas Savienibas (turpmak — ES) fondu 2007.-2013.gadam finansgjuma sadalijumam Latvijas regionos regionalas
politikas konteksta un salidzinot ar finansgjuma sadalfjumu 2004.-2006.gada planoSanas perioda. Salidzinats regionala un viet€ja limena nozimes aktivitasu
finans&juma sadalfjums ka absoliitos, ta relativos skait]os (attieciba pret pastavigo iedzivotaju skaitu), ka arT aprékinatas korelacijas starp finans€juma sadalfjumu un
teritoriju attistibu raksturojoSiem raditajiem. Analize veikta regionala (5 regionu) un viet&ja (118 pa$valdibu) limeni, ka ari tadiem teritoriju tipiem ka attistibas centri
ar starptautisku, naciondlu un regionalu nozimi, Ipa$i atbalstamas teritorijas un citas pa$valdibas. Apskatits gan kopgjais, gan atseviski darbibas programmu
,.,Cilvékresursi un nodarbinatiba”, ,Uznémegjdarbiba un inovacijas” un ,Infrastruktira un pakalpojumi” finans€&jums. Noveért€jums liecina, ka vairak finansgjuma
absolitos skaitlos piesaistijusi augstak attistitie regioni. Iznémums ir mazak attistita Latgale, kas piesaistijusi otru lielako finansgjuma apjomu aiz Rigas regiona.
Savukart relativos skaitlos vairak finansgjuma piesaistijusi mazak attistitie regioni liela apjoma investiciju infrastruktiira de]. Viet&ja limenT absolitos skaitlos vairak
finans&juma san@musas pasvaldibas ar augstaku iedzivotaju ienakumu Iimeni, savukart relativa finans€juma sadalfjumam viet&ja Iiment netika konstatStas sakaribas ar
teritorijas attistibu raksturojosiem raditajiem. Lai gan attistibas centri piesaistfjusi lielako dalu vietgja limena aktivitasu finans€juma, relativos skaitlos lielakie
attistibas centri sapémusi mazak finans€juma ka citas teritorijas. Nakotné veidojot ES fondu programmas, lielaka uzmaniba japiever$ izglitibas, zinatnes,
uznémeéjdarbibas un inovaciju veicinasanai arpus Rigas regiona. Tapat buitu jaapsver iespé€ja ieviest papildu mehanismus investiciju koncentré$anai lielakajos attistibas
centros, tadgjadi celot $o centru kapacitati veicinat attistibu tiem piegulosajas teritorijas.

Aunuce Burona, Maiis Ilendenne.Ucnoab3oBanue ¢pounos EC B 2007-2013 rogy Ha Tepputopuun JIaTBUM B KOHTeKCTe HANMOHAJbHON peruoHaIbLHOI
TOJIMTHKH.

Llenbio craThu sBHJIACH OLCHKA pacmpexaencHus ¢uHancupoBanus u3 ¢GoumoB EC B 2007-2013 rr. mo pernoHam JlaTBHU il OCYLIECTBICHHUS PETHOHAIBHOMN
TIOJIUTUKH 110 CPAaBHEHHMIO ¢ mpensrymyM nepuogoM 2004-2006 rr. IIposeneHo cpaBHeHNE pacnpeneleHus GUHAHCHPOBAHUS UL MEPOIPHATHI PErHOHAIBHOTO H
MECTHOTO ypOBHS 3HAU€HHUs KaK B aOCONIOTHBIX, TAK U OTHOCHTENbHBIX BEIHMYMHAX (B OTHOLICHUH K KOJIHMYECTBY IIOCTOSHHOTO HACENEHH:), a TAKXKE PacCUUTaHa
KOppeJSLMs MeXAy pacipeneaeHueM GUHAHCUPOBAHMS M MOKA3aTe/IsIMH, XapaKTePU3YIOIMMU Pa3BUTUE TEPPUTOPUM. AHAIU3 HNPOBEJEH HAa YPOBHE OCHOBHBIX 5
PEernoHoB, ypoBHe 118 MECTHBIX caMOyIpaBiIeHHMIl, a Takke ULl TAKUX TEPPUTOPHIl KaK LEHTPHI Pa3BUTHS MEXKIYHAPOJHOTO, HAMOHAIBGHOTO M PETHOHAIEHOTO
3HAYEHMs, 0CO00 MOJep>KUBAaeMble TEPPUTOPHU U Ipoure. PaccMOTpeHO Kak (MHAHCHpPOBaHHME B IIENIOM, TaK U IO OTAENbHBIM Iporpammam: «YenoBedeckue
pecypchl U 3aHATOCTbY, «lIpeAnpHHUMATeNbCTBO U MHHOBALUKY, «MHbpacTpykTypa U ycayru». OLeHKa CBHICTENbCTBYET O TOM, YTO B aOCOIIOTHOM BBIPa)KEHHU
Oosnblre GMHAHCHPOBAHUS IPUBJICKIN OoJiee pa3BUTHIE PErHOHBI. VckiroueHneM siBuiIach Jlatranus, 3aHsABIIas BTOpoe MecTo mocie Prkckoro peruona. OpHako B
OTHOCHTEIIEHOM BBIPKCHHH Oouiblie (GPHHAHCHPOBAHMS HPUBJIEKIM MEHEE PAa3BUTHIC PETHOHBI, YTO OOBACHIETCS OOJBIIMMU HHBECTULMSIMU B HH(pacTpykTypy. Ha
MECTHOM YPOBHE B aOCOJIOTHOM BBIPXCHHH Oolibliie (DMHAHCHPOBAHMS NPUBJICKIN CaMOYIPABICHHS C Oojice BHICOKUM YPOBHEM JOXOJOB HACEICHHS, B CBOIO
odepens Uil pacHpenesieHns (pUHAaHCHPOBAaHHS B OTHOCHTENHFHOM BBHIPQ)KCHHH He Obla 0OHapy)KeHa 3aBHCHMOCTB C ITOKa3aTeIMH, XapaKTEePU3YIOIIUMU Pa3BUTHE
Tepputopur. HecMoTps Ha TO, 4TO LEHTPHI PA3BUTHS MIPUBICKIN OOIBLIYIO JOMI0 (GHHAHCHPOBAHUS MECTHOTO YPOBHS, B OTHOCHTEILHOM BBIPAXKEHHU 3TO MEHBIIE IO
CPaBHEHHIO C APYTUMH TeppUTopusiMH. B manmbHeiimem co3fgaBas mporpaMmsl o ocBoenuio ¢pougos EC, Gonbliee BHEMaHHE HEOOXOIUMO YICIUTh COACHCTBHUIO
pa3BUTHS 00pPa30BaHWs, HAYKH, PEINPUHIMATEIBCTBA 1 HHHOBALMH 3a TIpeienaMu Prokckoro pernoHa. Kpome Toro cireroBaio ObI B3BECHTh BO3MOXKHOCTD BBEJICHHS
JIOIOHUTEIBHBIX MEXaHU3MOB [l KOHLEHTPALMU WHBECTHLHN B KPYNHEHIIMX HEHTpaX Pa3sBUTHUS C LEIbI0 YCHICHUS MX 3HAYEHUs [JIsI Pa3BUTHs HMPHIICTaIoNInX
TEPPUTOPHUIA.
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