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1. Regional development trends and the
present regional policy implementation
practice and results in Latvia
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Regional disparities in the European Union

Regional gross domestic product (PPS per inhabitant in % of the EU-27
average) by NUTS 2 regions
2009

Latvia has pronounced regional
disparities in comparison with other
EU countries

Dispersion of regional GDP per inhabitant, %,
2009 (NUTS 3 regions)
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~ REGIONS

Regional disparities — GDP and non-
financial investment
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Non-financial investment difference
in 2010: 2,1x (2009: 3,4x)

A During the growth period non-financial investments were attracted
much more successfully in developed regions (Riga)

A There is a need for additional incentives to facilitate increase of non-
financial investments in territories that are remote from capital city
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Unemployment: lack of jobs in the regions

Administrativais iedalijums 2012. gada 1. janvari grupa 93
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Business development: need for higher
entrepreneurial activity in the regions

Number of economically active individual
merchants and commercial companies per
1000 inhabitants, 2010 g
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Population decrease — depopulation of remote
areas

Changes in population in
municipalities 2007-2012
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Over the last five years the population has increased mainly in

areas surrounding the capital city
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Unequal financial resources at disposal of
local governments for development

Personal income tax revenue in

budgets of municipalities per capita,
2011

Ainazi .
SALACGRIVAS
g Salatgnan Nov.
5>
> DUNDAGAS Y LIMBAZU
/ NOV. } NOVADS
[ \

OLimbaii
VENTSPI Smiltene
E Valdemarpils Sorenes
yi VENTSPILS NOVADS
( NOVADS TALSU NOVADS {
Talsi(0) ) Saulkrasti
Piltene

@)
SAULKRAS] '{7] B GULBENES Gulbene
sterd \ - ES . NOVADS
L @) CARNIKA A

AMATAS
NOV.

ENGURES

URMA
KULDIGAS
NOVADS

Madona O

MADONAS
NOVADS

DOBELES _
novaps ()
Dobéle

SALDUS
NOVADS

JELGAVAS
NOVADS

JAUNJELGAVAS
NOV.

ledzivotaju ienakuma nodokla ienémumi
uz vienu iedzivotaju pasvaldibu budzetos, Ls

B 050 [ 250 - 300
B 400-450 [ ] 200-250 m
B o [ o0
0 20 40k ¥ 2 W
0 m [ ] 300-350 [ ] 100-150
Administrativais iedalijums 2012. gada 1. janvari

grupa9g3

' MINISTRY OF ENVIRONMENTAL PROTECTION
“ AND REGIONAL DEVELOPMENT

www.varam.gov.lv



Territorial aspect in EU funds 2007-2013

Balanced Territorial Development — one of
the horizontal priorities — coordination of sector
and territorial priorities

Territorially targeted EU funds activities (support for specially
assisted areasetc.)

Conformity criteria/Criteria for evaluation
Regional quotas

Differentiation of co -financing
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Regional policy target areas

Development centres (national and regional Specially supported territories
development centres)
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The current tools for implementation of regional policy

Target areas

Support directions

Source and amount of funding

Development
centres

- revitalization of deprived territories in Riga

- support to development of competitiveness,
accessibility and attractiveness factors of urban
environment and city-regions, facitilating revival of
urban  environment, entrepreneurship and
development of technologies, social inclusion and
urban — rural partnership

ERDF priority 2007-2013 ., Pol yclent
Devel opment”

Kopadarbibas programma "Infrastruktara un
pakalpojumi” ir pieejami 3 210 621 967 EUR

309453278

\

689

= Prioritate "Policentriska attistiba” - 9,64%

Darbibas programmas "Infrastruktira un pakalpojumi'
citas prioritates - 90,36%

Specially
supported
territories

- support for development of entrepreneurship

- tax allowances on personal income tax and
enterprise income tax (special procedure for
writing -off depreciation of fixed assets and special
procedure for covering losses)

Activity "Co-financing to the investments
iIn micro and small-sized enterprises
operating in the specially assisted
t err i t(public fiendirfg) 30,9 M EUR)

14103 938; 3%

\

-—

517 777 458; 97%

Darbgbas programma "UzAUmUOjdarbgba un inovUOcijas"
AktivitOte "Atbalsts ieguldojumiem mikro, maziem
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ERDF priority "Polycentric development”

Objective

A Strengthening competitiveness, accessibility and attractiveness of
the urban environment and city -regions according to integrated
local development strategies

Activities
A Growth of national and regional development centres

A Sustainable development of Riga
A Growth of amalgamated municipalities

Available funding: 323 M EUR
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Beneficiaries of the priority

Beneficiaries of urban priority “Polycentric Development”
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Support directions of the priority

Development of entrepreneurship infrastructure

Construction or renovation of streets and roads essential for
Inhabitants and entrepreneurs

Improvement of efficiency of public transport
Development of tourism objectives
Preservation of culture and historical heritage
Energy efficiency activities

Renovation or construction of water supply, sewage and heat supply
infrastructure

Reducing pollution and general improvement of territory

Development of deprived neighbourhoods
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Investment priorities — implemented
projects by area

® Tran rtinfrastr r
12% ansportinfrastructure

55% (incl. support for
enterprises)

® Energy efficiency of
public buildings

Education infrastructure

M Culture infrastructure
(incl. heritageé& tourism)
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Daugavpils City Fortress infrastructure - complex
improvement of streets and engineering networks
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Total funding — 5,11 M EUR,
incl. ERDF 4,68M EUR
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Valmiera business and innovation center project

Total funding — 1,53 M EUR,
incl. ERDF1,29 M EUR
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Creativity House Development project in Ventspils

Total funding — 4,12 M EUR,
incl. ERDF 3,3 M EUR
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Latgale Action Plan 2012-2013: the case of
Daugavpils

ATotal area of the city: 385 ha f
ALargest Northern industrial
area (166 ha)

AERDF project

ARoad 3,7 km (2,8 M LVL)
AEnd beneficiaries— 12
companies; 1227 employees

N Qu 1S
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Distribution of EU funds investments in planning
regions of Latvia 2007-2011 (min. EUR, %)

1. ESF investments

2,54;
3%

2,12;
3%

‘ AND REGIONAL DEVELOPMENT
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2. ERDF investments
for entrepreneurship

2,54;
3%

2,12;
3%

3. ERDF investments for
infrastructure (incl. priority
“Polycentric development”)

40,21: H Kurzeme region

5% H Latgale region
M Riga region
H Vidzeme region

E Whole Latvia

M Zemgale region
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Disadvantages of the present investment
planning approach

 Investments are not concentrated in development centres —
limited effect on diminishing of regional disparities

A Limited opportunities for municipalities to implement integrated
projects for territorial development:

i Usually projects are divided between sectors - to solve one
problem, there I's need for sever
activities

i The importance of planning at local level is reduced -
municipalities and regions have to adapt to centrally determined
support conditions

i Time coordination problems — different application periods for
di fferent EU fund’ s activities
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Lessons learned

A There is a need for much wider application of place based
approach in order to ensure that public investments contribute to
regional development

A Territorial programs have to be much more oriented towards
investments in business infrastructure in order to promote
entrepreneurial activity and increase the number of workplaces and
thus address regional development challenges (less investments in
leisure infrastructure)

A There is a need for much more responsible choice regarding project
proposals that municipalities submit for EU financing — focus on
infrastructure that can have a crucial effect on development of
territory

A Criteria for evaluation of project proposals have to be stricter
(clear return in long term, economical effect, decreased maintenance
costs etc.)
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2. Regional policy perspectives in
Latvia until 2020
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Spatial development perspective Latvia
2030

Policy directions:

Aaccessibility and mobility

Apolycentric structure of
settlement

Adevelopment of spaces
of national interest -
development centres, rural
areas, Riga agglomeration,
Baltic Sea coastal area,
Eastern border area
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significance of Vidzeme
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Implementation of Latvia 2030 in
medium-term: key statements

Strengthened capacity of regions and local
municipalities

A A new public investment planning system
A Entrepreneurship and innovation

A Wider circle of stakeholders involved in promotion of
regional development (sector ministries, entrepreneurs,
NGOs, local community)
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Draft Regional Policy Strategy 2020

Objective No.1. To promote development of
entrepreneurship and creation of workplaces, as well
as improve the quality and availability of services in
territories

Objective No.2. To strengthen functional and
financial capacity of municipalities and their role in
promotion of development of territories

Directions of action

1. Investment support measures for regional policy target
areas (public investments for municipal/regional
infrastructure )

A Support for development centres of national and
regional significance

A Support for rural areas

A Support for Riga agglomeration
A Support for Baltic sea coast

A Support for Eastern border area

2. Promotion of development of innovation at regional and
local level (utilisation of local potential, specialisation,
cooperation between stakeholders, infrastructure etc.)

Directions of action

1. To increase the role of local and regional level in
promotion of entrepreneurship and to improve business
environment in municipalities

2. To increase the role of municipalities in improvement of
demographical situation at local level

3. To increase financial capacity of municipalities (local
finances)

4. To increase availability of statistical data on regional
development for planning and evaluation

Tools/preconditions for successful implementation of regional policy (implementation mechanism)

Elements of Roles of Improvement of

investment stakeholders administration

planning /governance

system for structures at

territories local and regional
level

Co-ordination
of regional
policy and
sector policies

Participation/
involvement of
wider society
in achieving
objectives of
regional policy

Monitoring and
evaluation
system of
regional policy
results

r MINISTRY OF ENVIRONMENTAL PROTECTION

‘ AND REGIONAL DEVELOPMENT

www.varam.gov.lv




A new system for public investment
planning/provision of support for territorial
development

Key principles:

A Latvia 2030 target areas (support directions for territories)

A Regional and local development programmes
(investment request)

A The “basket” of public services at each level of settlement
(criteria)
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Support measures with specific
support directions for target areas

Main support areas:

A Development centres of national
and regional significance (9+21
municipalities)

A Rural areas (89 municipalities)
Concentration of investments in

development centres as driving forces
of development
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Key support directions for target areas

A Transport infrastructure
A Provision of public services

A Business infrastructure (industrial sites,
communications etc.)

A Specific support for individual target areas
(renewable energy, harbors, creative industries,
tourism and cultural heritage etc.)
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The “"basket” of public services — criteria for planning
and providing public investments in territories

Vidzeme planning region
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A Determines services In
particular sectors (health,
culture, sports, education,
social care etc) to be
provided at each Ilevel of
settlement and hierarchy of
services

A More services are provided
at higher levels of
settlement - from parishes
and villages to development
centres of International
significance

A* Bas keaft public services
includes only those services
that are suited for
territorial differentiation
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The role of development programs of
municipalities

A To assessresources at disposal of territory (natural resources,
Infrastructure, human resources), to present a clear vision and
solutions for more efficient use of the resources

A To facilitate targeted planning of actions and investments
(basis for drawing up the annual budget)

A To facilitate attraction of investments from all the available
sources (a basis for planning support from national budget, basis
for attraction of foreign and local private investments)

A To facilitate recognizable image of the territory (territory
marketing)

A No need to draft sector planning documents (mainly in small
municipalities)

' MINISTRY OF ENVIRONMENTAL PROTECTION
‘ 4@ AND REGIONAL DEVELOPMENT WWw.varam.gov.lv




' MINISTRY OF ENVIRONMENTAL PROTECTION
‘ ‘ AND REGIONAL DEVELOPMENT

Discretion of municipalities in promotion of
entrepreneurship

i Assessment of resources at disposal of territory and
determination of specialization (profile) of the territory in
development program of municipality

i The “readiness” of municipalities — all the preparatory work
(legal and social) has been done in territories in order to enable
offering them to entrepreneurs

I Investments are provided for development of business support
infrastructure

i Improvement of business environment, incl. reducing
administrative burden

i Expand and diversify the possible ways to support
entrepreneurs at the disposal of municipality (the rights of
municipality to deal with its property etc.)

i Creating preconditions necessary for development of
iInnovation (support infrastructure, co -operation platform, insight)

www.varam.gov.lv



Revision of income base of municipalities

I Work on introduction of medium term budget planning in
municipalities

i Revision and improvement of the existing municipal finance
equalization system, by linking the purpose of use of national
budget share in finance equalization system with investment in
municipal infrastructure

i Evaluation of possibilities to increase real estate tax

i Additional incentives to raise motivation of municipalities to
promote entrepreneurship — to encourage municipalities to
provide various bonuses (tax reductions etc.) for companies
operating in its territory
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Next steps

A Participation in elaboration of National
Development Plan 2020 — inclusion of basic
statements of Regional Policy Strategy

A Submitting Regional Policy Strategy for approval
of the Cabinet of Ministers
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Thank you!
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