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Abstract 
 

Purpose – the purpose of this article is to make 
initial evaluation of the allocation of EU funds in 
Latvian territories in context with regional development 
strategy and comparing with previous programming 
period 2004-2006. 

Design/methodology – comparative analysis of 
allocation of financing in absolute and relative terms is 
complemented with correlation analysis between 
financial and territory development indicators. The 
analysis is performed in regional (5 planning regions) 
and local (118 municipalities) level, as well as in such 
types of territories as municipalities with growth poles 
of international, national and regional importance, other 
municipalities and specially assisted areas. 

Findings – more financing in absolute terms has been 
allocated to more developed regions with an exception of 
least developed region Latgale which has attracted second 
largest amount of financing after most developed Riga 
region. In relative terms more financing has been received 
by the least developed regions due to large investments in 
public infrastructure. Although growth poles have 
attracted greatest part of financing in activities of local 
importance, in relative terms major growth poles have 
received less financing than other territories. 

Practical implications – in perspective when 
planning EU funds programmes more attention should 
be paid to promotion of education, science, entrepre-
neurship and innovations in regions. Otherwise least 
developed regions will not grow fast enough to reduce 
regional disparities. Creation of additional territorial 
principals to promote investments in major growth poles 
should be invented in order to facilitate concentration of 

resources thus increasing the ability of growth poles to 
encourage development in their surrounding areas. 

Originality/value – this article gives insight in the 
allocation of EU funds in Latvian territories both in 
regional and local level. It analyses the concentration 
of investments in growth poles, specially assisted 
areas and other territories. The evaluation is made in 
context with regional development strategy that is 
stipulated in Sustainable development strategy of 
Latvia till 2030. 
 
 

EU Funds and Regional Development in 
Latvia 
 

The aim of EU cohesion policy is to strengthen its 
economic, social and territorial cohesion, in particular 
“by reducing disparities between the levels of 
development of the various regions and the back-
wardness of the least favoured regions” [1]. Since Latvia 
joined EU in 2004, EU Cohesion policy financing is 
considered to be a significant instrument for the 
promotion of socio-economic development in Latvia [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 lats or 
53.7% of total financing were already contracted to final 
beneficiaries [3]. 

Latvia has 6 NUTS III regions and 5 planning 
regions – Riga region (consists of NUTS III regions 
Riga and Riga region), Kurzeme region, Zemgale 
region, Vidzeme region and Latgale region. The 
socioeconomic development disparities between NUTS 
III regions are highest in the EU. According to Eurostat 
data dispersion of regional GDP per capita in Latvia is 
45.6 whereas the average level in EU is 32.7. Since 2004 
the dispersion of regional GDP per capita in Latvia has 
gradually decreased from 52.8 to 45.6. In 1998 
dispersion of regional GDP was much lower – 31.6. 
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Figure 1. Dispersion of regional GDP per capita in EU member states (Eurostat data) 
 

EU structural funds are allocated to NUTS II regions 
where Latvia is regarded as single region. Latvia has not 
invented specific mechanisms for the allocation of EU 
funds financing between its planning regions. However 
Latvia’s regional policy strategy has been integrated in 
the EU funds programmes 2007-2013 by two horizontal 
priorities – balanced territorial development and the 
international competitiveness of capital city Riga. To 
implement these horizontal priorities four types of 
territorial principals 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. 

Taking into account significant disparities in 
socioeconomic development between regions in Latvia, 
the impact of EU funds on the development of territories 
has been topical ever since. Studies have proved that EU 
funds implementation strategy for the year 2004-2006 
has not been successful in promoting regional deve-
lopment. The largest proportion of financing and the 
highest financing per capita has been received by the 
most developed regions [4, 5]. 

The purpose of this article is to make initial 
evaluation whether the territorial principals used in 
current EU funds programming period have changed the 
allocation of financing in regions in comparison with 
previous programming period and resulted in such 
allocation of financing which is in line with regional 
development strategy of Latvia. 
 
 

EU Funds and Regional Policy in Latvia 
 

Regional development strategy of Latvia foresees 
polycentric development as the main 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 effect are specialisation and cooperation of territories 
as well as concentration of resources [6]. 

According to spatial perspective of Sustainable 
Development Strategy for Latvia till 2030 currently 
there is one growth pole of international importance – 
capital city Riga, 8 growth poles of national importance 
and 20 growth poles of regional importance. Growth 
poles of local importance are stipulated in regional and 
local level development planning documents [6]. 

For the promotion of competitiveness of growth 
poles special EU funds priority “Polycentric deve-
lopment” was designed. It supports the implementation 
of integrated development plans of 17 cities and towns 
that are defined as the most important growth poles and 
18 largest (in number of inhabitants) municipalities [7]. 
Also 44 specially assisted areas – least developed 
municipalities where no growth poles are located – are 
supported by the EU funds [8]. Activity “Co-financing 
to the investments in micro, small and medium-sized 
enterprises operating in the specially assisted areas” 
invests in micro and small-sized enterprises that are 
registered and operates in specially assisted areas [9]. In 
addition for the building of socioeconomic and spatial 
development planning capacity in regions and local 
municipalities two EU funds activities (No 1.5.3.1. and 
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1.5.3.2.) were created. Activities support attraction of 
specialists and elaboration or updating of development 
planning documents [10]. 
 
 

Methodology of Analysis 
 

To make an analysis of EU funds financing in 
Latvian territories, EU funds activities are divided in 
three categories: activities of national importance, 
activities of regional importance and activities of local 
importance. Main criteria that are taken into account 
when estimating the impact of implementation of 
activity on development of territories are the territorial 
scope of operation of final beneficiary, the territorial 
scope of results of the implementation of activity and the 
availability of data about the allocation of financing in 
territories. 

Accordingly the total financing and financing per 
capita of activities of regional and local importance is 
analyzed in 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 human resources and employ-
ment, entrepreneurship and innovations and investments 
in infrastructure and services is 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 are 
identified by calculating Pearson’s correlation coeffi-
cient (furthermore – PCC). 

This analysis should be considered as initial. For 
more detailed analysis additional information about the 
activities with one final beneficiary that operates in 
whole territory of Latvia (for example, active 
employment measures by State Employment Agency, 
loan programme by Latvian Guarantee agency) should 
be included. 
 
 
The Scope of Analysis 
 

There are 78 EU funds activities in which contracts 
till 31 December 2009 have been concluded. The 
analysis covers 24 activities of regional importance and 
20 activities of local importance (Table 1). The highest 
number of activities of regional and local importance is 
in the operational programme “Infrastructure and 
services”. 80% of its activities are considered to be with 
regional and local importance. Operational programme 
“Entrepreneurship and innovations” follows with half of 
its activities considered to be with regional and local 
importance, and operational programme “Human 
resources and employment” – with one third of its 
activities. 

 
Table 1 

 
EU funds activities of regional and local importance 

 

Operational programme  
EU funds activities 

of regional importance of local importance 

Human resources and 
employment 

1.1.1.2.; 1.1.2.1.1.; 1.1.2.1.2.; 1.2.1.1.2.; 
1.2.1.1.3.; 1.2.2.4.2.; 1.4.1.2.4. 

1.3.1.1.4.; 1.3.1.9. 

Entrepreneurship and 
innovations 

2.1.2.1.2. 2.1.2.2.1.; 2.1.2.2.2.; 2.1.2.2.3.; 
2.3.1.1.1.; 2.3.2.2. 

Infrastructure and services 3.1.3.3.1.; 3.1.4.1.5.; 3.1.5.2.; 3.1.5.3.1.; 
3.1.5.3.2.; 3.2.1.1.; 3.2.1.4.; 3.3.1.1.; 
3.3.1.2.; 3.3.1.3.; 3.3.1.5.; 3.4.2.1.1.; 
3.4.2.1.2.; 3.4.3.1.; 3.5.1.2.1.; 3.5.1.2.2.  

3.1.3.1.; 3.1.3.3.2.; 3.1.4.3.; 3.1.4.4.; 
3.2.1.2.; 3.2.1.3.1.; 3.2.2.1.2.; 3.4.1.1.; 
3.4.4.1.; 3.4.4.2.; 3.5.1.1.; 3.5.2.1.; 
3.6.1.1. 

 
In financial terms analysis covers 1.1 billions lats or 

70.8% of financing that has been contracted. 620 million 
lats or 39.5% are allocated to activities of regional 
importance and 492.5 million lats or 31.3% to activities 
of local importance. The financing of operation 
programme “Infrastructure and services” forms the 
greatest part of financing analysed – 993.3 million lats 

or 89.3%. Operational programme “Infrastructure and 
services” has also the highest proportion of financing of 
regional and local importance – 94.1%. Whereas only 
12.0% of operational programme’s “Entrepreneurship 
and innovations” financing is considered to be of 
regional and local importance (Table 2). 
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Table 2 
 

EU funds financing of regional and local importance 
 

EU funds financing 

In total of regional 
importance 

of local 
importance 

total of 
regional and 

local 
importance 

Number of activities 

Human resources and employment 30 7 2 9 

Entrepreneurship and innovations 12 1 5 6 

Infrastructure and services 36 16 13 29 

Total 78 24 20 44 
Financing, in million lats 

Human resources and employment 270.9 85.9 3.9 89.8 

Entrepreneurship and innovations 245.6 3.0 26.6 29.6 

Infrastructure and services 1 055.4 531.3 462.0 993.3 

Total 1 572.0 620.3 492.5 1112.8 
Financing, in % 

Human resources and employment 17.2% 31.7% 1.4% 33.2% 

Entrepreneurship and innovations 15.6% 1.2% 10.8% 12.0% 

Infrastructure and services 67.1% 50.3% 43.8% 94.1% 

Total 100.0% 39.5% 31.3% 70.8% 
 
 

EU Funds 2007-2013 in Regions 
 

More than a half of financing of activities or regional 
and local importance has been received by Riga region 
in operational programmes “Human resources and 
employment” and “Entrepreneurship and innovations”. 
Vidzeme region has attracted a significant proportion of 
financing in the operational programme “Entrepre-

neurship and innovations”, but has very poor results in 
the operational programme “Human resources and 
employment”. The results of other three regions are 
quite similar in these two operational programmes. On 
contrary the financing of operational programme 
“Infrastructure and services” has been allocated to 
regions quite evenly (Figure 2). 

 

 
 
Figure 2. Financing of activities or regional and local importance in regions 
 

Higher amounts of financing of activities of regional 
and local importance have been received by the most 
developed regions. An exception is Latgale region 
which has received the second highest amount of 
financing but is the least developed region. Comparing 
with previous programming period 2004-2006 the 

tendency more financing to be allocated to more 
developed regions remain [4]. However the ranks have 
changed. While Riga still holds the first place, Latgale 
and Zemgale regions have increased their ranks from 
last two to seconds and third. 
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Figure 3. Financing of activities or regional and local importance in regions 
 

As the distribution of inhabitants in the regions is 
unequal, the financing per capita was calculated. 
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 (Figure 3). Comparing 

with previous programming period Zemgale and Latgale 
regions have increased their ranks from the last two to 
first two whereas Riga region has dropped from the first 
position to the last [4]. 

Taking into account different aims of the activities of 
operational programmes, the financing is also analysed 
in programme level. 

 

 
 
Figure 4. Financing of operational programme “Human resources and employment” activities of regional and local 
importance in regions 
 

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 [10]. In absolute terms higher 
amounts of operational programmes financing has been 
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received by the most developed regions. An exception is 
Latgale region which is the least developed region but 

has attracted a significant amount of financing both in 
absolute and relative terms (Figure 4). 

 
 

 
 
 

Figure 5. Financing of operational programme “Entrepreneurship and innovations” activities of regional and local 
importance in regions 

 
Operational programmes “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 [9]. Operational programmes financing in absolute 

terms 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 (Figure 5). 

 
 

 
 
 

Figure 6. Financing of operational programme “Infrastructure and services” activities of regional and local 
importance in regions 
 

Operational programmes “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 communication technology, 
energy, environment, tourism and culture, and well as in 
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the promotion of growth poles [7]. Financing of 
operational programme has split evenly between three 
regions – Latgale, Riga region and Zemgale. Kurzeme 
and Vidzeme regions have allocated 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. So the least developed regions 
have allocated more financing in relative terms 
(Figure 6). 
 
 

EU Funds 2007-2013 in Local Municipalities 
 

The analysis of financing of activities of local 
importance in context with socioeconomic development 
indicators in 118 local municipalities reveal that in all 
three operational programmes municipalities with higher 

income level of inhabitants (but not higher territory 
development index) have attracted more financing in 
absolute terms (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 attracted financing and such socioeconomic 
development indicators as territory development index 
and personal income tax per capita. 

Taking into account types of territories which are 
specially supported in this programming period, the 
allocation of financing is also analysed in municipalities 
with growth poles of international, national and regional 
importance, other municipalities and specially assisted 
territories. Activities are analyzed in operational 
programme level to separate support for employment, 
entrepreneurship and innovations from investments in 
infrastructure and services. 

 
 

 
 
 

Figure 7. Financing of operational programmes “Human resources and employment” and “Entrepreneurship and 
innovations” activities of local importance 
 

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

Higher financing in relative terms has been attracted 
by municipalities with growth poles of regional 
importance and other municipalities. Growth poles of 
national importance have received the least financing 
per capita that 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 capital city (Figure 7). 
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Figure 8. Financing of operational programme “Infrastructure and services” activities of local importance 
 

Also 2/3 of investments in infrastructure and services 
have been received by growth poles and 14% by 
specially assisted areas. The largest part of financing 
allocated to growth poles has been received by growth 
poles of national importance (33%) and municipalities 
with growth poles of regional importance (30%). Capital 
city has attracted only 4% of financing. 

Higher financing in relative terms has been attracted 
by municipalities with growth poles of regional 
importance and specially assisted areas. Financing per 
capita allocated to capital city is more than 10 times 
lower than the amount of financing per capita allocated 
to every other types of territories (Figure 8). So in 
relative terms more financing has been allocated to less 
developed territories (PCC of financing per capita and 
personal income level is -0.869 with significance level 
0.05). 
 
 

Conclusions and Suggestions 
 

The analysis of EU funds financing in regional level 
approves that in previous programming period 2004-
2006 identified tendency more financing in absolute 
terms to be allocated to more developed regions remains 
in this period as well. This tendency is obvious in 
operational programmes “Human resources and 
employment” and “Entrepreneurship and innovations”. 
Significant exception is Latgale – the least developed 
region has received second highest amount of financing 
in total and in operational programme “Infrastructure 
and services”. 

On contrary in relative terms more financing has 
been received by the least developed regions due to 
operational programme “Infrastructure and services”. 
However in 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 
highest financing in absolute terms and second highest 
in relative terms, but the least developed Latgale region 
allocated the lowest financing in absolute and relative 
terms. 

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

The analysis of EU funds financing in local level 
shows that in all three operational programmes 
municipalities with higher income level of inhabitants 
have attracted more financing in absolute terms. 

Although growth poles have attracted major part of 
financing in activities of local importance, in relative 
terms capital city and 8 major growth poles of national 
importance have attracted less financing than 
municipalities with growth poles of regional importance 
and other municipalities in operational programmes 
“Human resources and employment” and “Entrepre-
neurship and innovations” and also less financing than 
municipalities with growth poles of regional importance 
and specially assisted areas in operational programme 
“Infrastructure and services”. 

Relatively low allocation of financing to capital city 
can be explained by efforts to facilitate socioeconomic 
development outside 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 
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the major growth poles and reduce their ability to 
encourage development in their surrounding areas. 
Creation of additional territorial principals to facilitate 
investments in growth poles of national importance 
should be invented. 

Last but not least not only financial but also 
organisational instruments should be created in order to 
promote polycentric development in Latvia. For 
example, technical support for the development planning 
and implementation of support measures, especially 
those focusing on entrepreneurship, innovation and 
technology transfer. 
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