Conclusion

Knowledge-Based Human
Development

One of Latvia’s strategic goals is to achieve an
economy and society that are based on knowledge.
A socio-economic model of this sort, as opposed to
the status of a country that is based on agriculture,
light industry or transit, would ensure competitive-
ness for the Latvian economy and the sustainability
of human development.

As noted earlier in the Report, globalization
typically entails the liberalization of trade, interna-
tionalization of market and production factors, an
increase in direct foreign investments and height-
ened competition. These factors determine the tran-
sition to an economy based on research and techno-
logical output. Innovations and State policy that
supports them become essential driving forces of the
economy.

In a small country with an open economy, like
Latvia, vigorous scientific and technological re-
search and creative work are a vitally important
means of competitiveness and protection. Some-
times these are called the “new weapons” of the
economy, as tariffs, quotas and other means of mar-
ket obstruction lose their former meaning under the
conditions of globalization. Globalization opens
rapid development opportunities to those countries
that are opening up to the world market and which
base their economies on scientific and technological
research and innovations.

Latvia needs a development strategy that is in-
novative and directed toward the future, and which
would promote economic growth and sustainable
human development. Currently the general direc-
tion of the State is largely determined by the strate-
gies of certain sectors. The Saeima (Parliament) and
Cabinet have approved more than 15 programmes
of national significance, of which we may mention
here the National Transport Development Pro-
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gramme, the National Programme for the Develop-
ment of Small and Medium-Sized Businesses, the
Rural Development Programme, the national “Infor-
matics” programme, the national programme
“Latvia’s Inhabitants” and others. In order to ensure
the receipt of financial support from European
Union structural funds, in 1999 the government ap-
proved the National Development Plan, which for-
mulates development priorities and a set of activi-
ties aimed at reaching EU aid objectives. The
government is harmonizing short-term and medi-
um-term action priorities with the World Bank in a
common State Aid Strategic Document. However,
until now, a sector approach has been mostly used
in development planning and too little planning has
been done in order to achieve integrated and sus-
tainable development in Latvia.

Under the conditions of globalization, states
need a long-term view of the future. It is important
for Latvia to decide in which sectors it will develop
scientific and technological research and high-tech
manufacturing, as a lack of resources will make it
difficult to ensure support for all sectors. It is impor-
tant to decide which sectors’ development will be
based on the procurement of technologies and
linked with the consolidation of qualified labour,
and in which sectors investments should be attract-
ed, thereby promoting the co-operation of multina-
tional corporations with Latvia’s small, medium-
sized and large companies. Export sectors that
manufacture production with high added value
must be strengthened, thereby establishing in Latvia
a modern economy that could support human de-
velopment.
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Globalization and Innovations

Innovations are understood as the creation of
new products and their introduction in the market,
as well as the acquirement of new methods, raw ma-
terials and resources. Social and political improve-
ments can also be called innovations. Under global-
ization, it is typical that the new replaces the old,
especially in the area of technologies, and tradition
is replaced by innovation. Innovations require a spe-
cial human mentality — imagination, openness to
new ideas, enterprise and a creative approach to the
market. Innovations also need favourable political
conditions, a suitable organizational culture and the
ability of individuals and organizations to manage
risk. These qualities need to be cultivated more and
must be used for the generation of economic and so-
cial advantages.

The links between innovations and economic
growth are manifested in the following manner:

innovations are the main source of growth;
competition is the main source of innova-
tions;

international trade is the main source of com-
petition;

human capital, and scientific and technologi-
cal research are the main preconditions for
innovations.

By comparing economic models of various
countries, one can conclude that one model is based
on light, food and wood-processing industries,
which usually achieve a competitive level by utiliz-
ing a low-cost labour force. The second economic
model is characterized by an intensive use of re-

sources in steel production, heavy engineering, ship
building, processing of crude-oil products and the
chemical industry. A third type of economy is based
on the use of highly specialized technologies in sec-
tors that produce mutually needed goods, e.g. in au-
tomobile manufacturing and the electronics indus-
try. The fourth type of economy is based on
information and highly specialized technologies,
and includes sectors such as the programming in-
dustry, the production of new materials and new
means of communications, biotechnology and optic
electronics. The development of these sectors is
based not only on modern technologies, but also on
highly qualified labour, scientific and technological
research and continual innovations. The latter type
of economy would be best able to secure human de-
velopment in Latvia.

The Scientific Capacity of Latvia's
Economy

The structure of the economy’s sectors has al-
ready been analyzed in the Introduction and Chap-
ter 1 of the Report. Here we have evaluated its sci-
entific capacity, by ascertaining whether there is an
increase in the contribution of high-added-value
sectors to Latvia’s GDP (see Table C.1). The analysis
shows that industry is dominated by sectors that are
based on the processing of natural resources, which
produce products of low added value, and which do
not require highly-qualified labour in the produc-
tion process. The current competitiveness of the

The Structure of Latvia’s Industry by Produced Value (%)

Industrial sectors

Natural resources processing sectors’

Unskilled labour sectors with low capital intensity®
Capital intensive sectors’

High-tech and qualified labour sectors*

Total

! Food and wood-processing industries

1995 1996 1997 1998
40.0 41.0 44.3 43.4
14.2 15.1 14.4 14.4
38.9 36.8 34.1 34.2

6.9 7.1 7.2 8.0

100.0 100.0 100.0 100.0

? Tobacco, textile products, ceramics, furniture manufacturing, recycling processes
? The production of cellulose, paper, metalwork, machines and equipment, radios and television sets and transportation

vehicles; electrical supply, gas supply and water supply

“ Printing and publishing, and the production of pharmaceutical preparations, plastic goods, and medical, precision and

optical instruments
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Latvia’s Export Structure in 1998 (%)

Export products

Products from natural resources processing sectors

Products from unskilled labour sectors with low capital intensity

Products from capital intensive sectors
Products from high-tech and qualified labour sectors
Total

products of these sectors in the European market is
largely achieved by the use of low-cost labour.

The proportion of high-tech and science-inten-
sive sectors in Latvia’s industry is small, especially
in the export of goods (see Table C.2). Furthermore,
some of the sectors in the sector classifications
adopted by the Ministry of Economy do not corre-
spond to the classifications of high-tech sectors that
have been adopted by OECD. For the most part,
Latvia’s industry is capable of squeezing into West-
ern markets only with production that is typical of
the model of a “departing economy.” One of
Latvia’s chief sources of income is transit, but future
possibilities of GDP growth that is based on transit
have been virtually exhausted.

Research and Technological
Development in Latvia

Research and an effective system of innova-
tions in Latvia could promote the development of
high-tech sectors and economic growth, as has been
the case in other countries, e.g. Ireland and Singa-
pore, which rank 20th and 22nd in the world accord-
ing to their human development index. Research and
development is understood as theoretical research
and research in applied science, and the use of infra-
structure and research results in the generation of
new technologies and products. An important com-
ponent of work in research and development are
universities and academic institutes, as well as tech-
nological centres and technological parks, which are
the most active in work with innovations and the
commercialization of research results.

An indicator of the situation in research and
development in Latvia is the fact that this area has
been apportioned only 0.42 % of GDP (see Table
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Conclusion

Export to the ES  Export to Lithuania

and Estonia

57.4 25.4
29.4 16.3
11.9 37.0
1.3 21.3
100.0 100.0

C.3). This is the lowest indicator in the Baltic coun-
tries and one of the lowest in Eastern Central Eu-
rope. In 1998 a total of only Ls 16 million was allo-
cated for the needs of research and development.
State budget financing has shrunk from 0.24% of
GDP in 1997 to 0.21% of GDP in 1998, when it was Ls
7.94 million. The previous Report already touched
on the problem of meager financing for science, but
the direct grant from the State budget has increased
only slightly. On average, European Union countries
appropriate 3% of GDP for research and develop-
ment, and Japan allocates 3.1% of GDP. In 1998, Ls
5.9 per capita were spent on research in Latvia, while
in the United States this figure was Ls 340.

In 1998, Ls 4.92 million or 62% of total State fi-
nancing for science was appropriated from the State
budget for fundamental and applied research pro-
jects (grants) and programmes. Market-commis-
sioned research received Ls 900,000 or 11% of bud-
get financing for research and development, and
research commissioned by State institutions re-
ceived Ls 760,000 or 10% of budget financing for re-
search and development. The Latvian Council of
Science divides financing for grants among 14
branches of science, and the proportions of distribu-
tion have not changed since the beginning of the
1990s when they were established. An equal distrib-
ution of the scanty means that were allocated for sci-
ence has made it possible for Latvian science to sur-
vive as a whole, but this also indicates that scientific
and technological research are financed inflexibly
and innovations are not sufficiently supported. The
largest budget financing is for the sector of physics,
mathematics and astronomy (13.1%), with 10.9% for
agricultural sciences and 10.4% for medical sciences.
Information technology receives 5.6%, and social
sciences, which include economics, law, sociology,
political science, communications sciences, psychol-
ogy and educational science, receive 10.6%.
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Research and Development Indicators in Latvia

1991 1992 1993 1994 1995 1996 1997 1998 1999
Total financing for research and
development
millions of lats n/a n/a 7.2 8.4 12.0 13.8 145 16.0 16.5
% of GDP n/a n/a 0.49 041 051 0.46 0.42 0.42 n/a
State budget financing for research
and development
millions of lats (in actual prices) 0.4 2.0 3.2 5.5 6.6 7.3 7.9 7.9 8.3
% of GDP 0.25 0.20 0.22 0.27 0.28 0.26 0.24 0.21 n/a
Full-time equivalent personnel in 26,360 11,360 8,540 5,200 5,240 4,310 4,440 4,437 n/a

research and development

To a large extent, scientific and technological
research in Latvia has been rescued by foreign fi-
nancing, which Latvia’s scientists have attracted by
working with international projects. At the same
time, internal circumstances are creating an environ-
ment, in which research is in danger of lagging be-
hind. The lack of an increase in State financing is
holding back the establishment of conditions that
would promote the interest of the private sector and
businesses in financing technological research.
There are no mechanisms that would encourage
businesses to work with technological research, and
create and introduce new technologies. Technologi-
cal research is also hindered by the fact that the total
structure of businesses is dominated by small busi-
nesses, and that only 12% of businesses operate in
the sphere of production, and only 10% are focused
on export. As already indicated in Chapter 3 of the
Report, such conditions may lead Latvia to becom-
ing not only an importer of technology, but also of
knowledge and skills.

In order to evaluate the results that have been
achieved through the parsimonious financing of sci-
ence, one must use internationally accepted criteria
for science evaluation. A ranking position in world
science can be won mostly with publications in in-
ternationally recognized and reviewed scientific
journals. Journals of this kind are considered those
with a high level of influence, which is calculated ac-
cording to the frequency of citations. The most fre-
quently cited journals in life sciences, physics, chem-
istry, engineering sciences, mathematics and
computer sciences are registered in the Science Cita-
tion Index (SCI), journals in social sciences are regis-
tered in the Social Science Citation Index (SSCI), and
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journals in the arts and humanities are registered in
the Arts and Humanities Citation Index (AHCI).

In comparison with the contribution of scien-
tists from other Baltic countries and Northern Euro-
pean countries, the number of internationally signif-
icant publications from Latvia’s scientists in the
global scientific market is not only meager, but it
practically has not grown over the past seven years
(see Table C.4). The number of scientific publications
in Estonia has doubled, and it has also rapidly in-
creased in Finland, Norway and Lithuania. These
differences can be explained by the fact that science
receives greater financing in neighbouring countries,
and also by the fact that in these countries interna-
tional scientific co-operation is more widespread.

Publications in physics and chemistry domi-
nate among the publications of Latvian science that
are internationally recognized, while there is little
representation in medicine, biology, molecular biol-
ogy and biochemistry, agriculture, mathematics,
computer sciences and social sciences. There is also a
scarce amount of internationally recognized publica-
tions in the arts and humanities: history, philosophy,
linguistics and literary criticism. This is in contrast to
the structure of scientific production in the countries
of Northern Europe, where internationally recog-
nized publications are dominated by publications in
life sciences and medicine, and the number of inter-
nationally recognized publications in physics, chem-
istry and social sciences is similar. Since 1990 there
was a trend of growth in the number of SCl-regis-
tered publications by Latvian scientists of solid-state
physics, and in this area they surpassed their Eston-
ian, Lithuanian and even Norwegian colleagues.
However, it is paradoxical that physics does not re-



ceive greater financing from the Latvian State bud-
get than other sectors, and the “brain drain” in this
sector has been one of the largest.

In comparing the number of publications from
Latvia, Finland and Norway that appear in the SCI
and SSCI, one can conclude that in countries with a
very high human development index (Finland ranks
13th according to this indicator and Norway ranks
2nd in the world), the proportion of social sciences
in research and its financing is much higher than in
Latvia. The reason for this is that in these countries
the social sciences are valued as essentially impor-
tant preconditions for the development of social pol-
icy and public administration. Under the conditions
of the Soviet regime, social sciences in Latvia were
ideologized and suppressed. Presently, in compari-
son with other sciences, the social sciences receive
less support from the State budget than in other Eu-
ropean Union countries. For instance, funding from
the Latvian Council of Science actually does not sup-
port research in political science, which is necessary
for the development of democracy. Over recent
years, funding from international organizations and
also from the State has been used to carry out im-
portant social research on social integration, the ex-
tent of poverty, rural development, human rights,
civic participation and other issues that are of im-
portance for human development. These studies
prove that the social sciences have earned greater
support. This field is also popular among young stu-
dents.

Conclusion

In the future, efforts must be made to preserve
the internationally competitive sectors of physics and
chemistry. Strong natural sciences, if supplemented
with a mechanism of functional innovations, could
provide an impulse for an industrial boom. Natural
sciences and computer sciences are the foundation
for high-tech development and they are important
from the viewpoint of industrial development, but
they should not be supported at the expense of life
sciences, which are necessary to secure the quality of
life and balanced development. The currently low in-
ternational productivity in life sciences, and especial-
ly agricultural sciences, biochemistry and molecular
biology, may turn out to be an essential obstacle
against the development of biotechnologies, the in-
troduction of balanced agricultural methods and the
establishment of a competitive food industry.

Latvia has particularly good prospects in the
following directions of research and development:

information technologies;

new technologies that are based on the use of
new materials;

biotechnology and pharmaceutics;
wood-processing technologies that reduce
the export of unprocessed wood;

innovative agricultural and food production
technologies;

new methods of acquiring knowledge and
education.

Currently, from the perspective of innovative
development, the best situation exists in the sectors

Publications of Scientists from Baltic and Northern European Countries That Appear in

the SCI and SSCI

1992
Number of publications that appear in the SCI
Latvia 294
Estonia 260
Lithuania 278
Finland 4,395
Norway 3,432
Number of publications that appear in the SSCI
Latvia n/a
Estonia n/a
Lithuania n/a
Finland n/a
Norway n/a
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1993 1994 1995 1996 1997 1998

236 241 233 251 236 303
243 305 355 390 411 468
217 269 2717 295 346 391

4,685 5,148 5,558 5,870 6,345 6,461
3,389 3,617 3,911 3,993 4,141 4,369
n/a 5 6 5 5 5
n/a 19 21 14 29 41
n/a 6 12 4 4 16

n/a 479 460 n/a 687 780
n/a 567 613 667 614 722
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of information and communications technologies,
and there are several reasons for this. Research and
development of new products in these sectors do not
require large capital investments in infrastructure,
production can be distributed electronically and it is
possible to easily co-operate with partners in various
countries around the world. Tertiary education has
played a positive role by preparing over previous
years qualified specialists in the programming sec-
tors. Enterprising individuals, who have established
thriving information-technology companies, which
have successfully become commercialized in the
global market, have also played a large part. This al-
ready makes the information-technology sector com-
petitive in the world market. The “brain drain” in the
sectors of information technology and programming
has been minimal, as experts who work in these sec-
tors can make a good living by working in Latvia
and working on the large amount of foreign-com-
missioned jobs.

The Information Technologies and Telecom-
munications Association of Latvia has drafted a de-
velopment programme for its sector and is offering it
to the government. The programme envisions broad-
ening preparation of specialists in the programming
sector at the tertiary level. The Association has cal-
culated that within twenty years the programming
sector may provide jobs for 40,000 specialists and
may become the leading export sector.

The “Brain Drain”

As already determined in the Introduction of
the Report, the population of Latvia is shrinking.
Small nations with limited human resources are also
in danger of “brain drains,” i.e. scientists and quali-
fied specialists leaving the country to work abroad,
and eventually, emigrating. It is equally undesirable
to have scientists and professionals moving to work
that requires a lower qualification level in other eco-
nomic sectors, which do not have a sufficiently large
potential for innovative development. This is exactly
what has happened to a large extent in Latvia since
1991 with human resources in research and techno-
logical development, whose numbers have decreased
seven times; in 1998 there were 4,437 full-time equiv-
alent employees. There were 1,526 scientists with
PhDs. In Latvia only two persons per 1,000 inhabi-
tants work in the area of research and development,
while in the United States this figure is eight.

The 1998 Human Development Report al-
ready discussed the rapidly decreasing number of
scientists, which has been largely created by an “in-
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ternal brain drain” — scientists going to work at pri-
vate companies and State administration agencies,
where in many cases they have become successful
businessmen and civil servants. An estimated cou-
ple of hundred scientists have gone abroad and tak-
en up permanent work or contractual jobs of various
duration. Till now, their number has not been pre-
cisely calculated, but the Ministry of Education and
Science has started to make inquiries at Latvia’s sci-
entific institutes and universities in order to evaluate
the outflow of scientists. Already now it is possible
to ascertain that the majority who have left Latvia
are highly-qualified specialists of modern materials
science, biotechnology and other sciences that are
directly linked with high-tech development. A large
part of those who have left are young scientists who
have generated most of the publications that are in-
cluded in the SCI, thereby demonstrating their in-
ternational competitiveness.

Globalization enhances the mobility of scien-
tists, developmental specialists and also qualified
labour, and the direction of this movement is pri-
marily toward Western countries, whose businesses
and governments attract qualified high-tech special-
ists by means of various activities. It is important for
Latvia to adopt, clearly express and fundamentally
abide by a political stance that affirms that the State
supports such science and implements such long-
term development strategies in Latvia, which are
linked to economic restructuring toward sectors that
are science-intensive and that generate high added
value. This gives scientists a sense of future potential.
Scientists leave not only for the sake of higher wages,
but also because they do not see any application for
their knowledge in Latvia. At Western scientific cen-
tres they are able to realize their potential more fully
and enjoy the fruit of their work. These specialists
would gladly return to Latvia not only if they were to
receive higher wages, but also if they were to feel that
they are needed by the economy and by the tertiary
educational system, and if they did not sense a dis-
criminatory attitude toward them by the State. To a
large extent, an approach of this sort would make it
possible to resolve the “brain drain” problem in a
positive manner and direct it toward channels of ad-
vantageous international co-operation.

The Quality of Tertiary Education

The Introduction of the Report already noted
the rapid increase in the number of students in
Latvia, a trend which can be rated very positively
from the perspective of human development (see



Figure C.1). In terms of the number of students per
10,000 inhabitants, Latvia does not lag behind coun-
tries that have a high human development index.
However, growth in student enrollment needs to be
combined with improvement in the quality of ter-
tiary education. This can be achieved by involving
scientists in the implementation of study pro-
grammes, promoting the research activities and in-
ternational publications of lecturers, increasing fi-
nancing for tertiary education and improving the
internal administration of tertiary educational insti-
tutions. The Latvian Academy of Science was reor-
ganized in 1996 and 1997, and as a result, many aca-
demic institutes integrated with universities. In
connection with these changes, many scientists who
previously had worked only in research began to
teach at the tertiary level. However, the reform took
place without increased financing, and therefore, it
has not brought results of full value.

Several problems exist in terms of the quality
of tertiary education. Many faculty members main-
tain that it is not possible for them to generate inter-
nationally competitive scholarly production because
academia receives insufficient financing, salaries are
small, the teaching workload is high and equipment
is outdated. Another deterring circumstance in ter-
tiary education is the rise in the average age of aca-
demic personnel, and the fact that new scholars, es-
pecially in the sciences, enter the academic circuit
quite slowly. The average age of scholars in 1998

Conclusion

was 57 (in 1989 it was 42). Many tertiary education-
al establishments lack thirty- and forty-year-old in-
structors who have a PhD. Only 3% of research and
academic personnel are younger than 35, and only
20% are younger than 45. The largest number of sci-
entists and university lecturers are in the age group
between 56 and 65.

The main precondition for quality tertiary edu-
cation is a successful scientist who combines scien-
tific work with lecturing, and who, with experience
and with knowledgeability in the latest scientific de-
velopments, is able to help students acquire new
knowledge and apply this knowledge. In granting
PhDs, electing doctorate and expert councils and
evaluating scientific and pedagogical work, the Lat-
vian Council of Science, the University of Latvia and
a few other tertiary educational institutions strive to
demand that their lecturers meet strict criteria for
academic work. Still, in Latvia the level that is de-
manded of scientists and university lecturers is not
as high as in European Union Member States and
there are gaps in the qualifications of academic per-
sonnel. A professor who is unable to prepare publi-
cations for internationally recognized scientific jour-
nals cannot be considered a specialist at the
international level or an adequate lecturer under the
conditions of globalized science and tertiary educa-
tion. Still, it must be taken into account that require-
ments that are demanded of scientists cannot be
raised without improvements in financing for sci-

The Number of Students per 10,000 Inhabitants in Latvia between the School Years
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ence and tertiary education. Particularly important
aspects are the preparation of candidates for a doc-
tor’s degree and the recruitment of young and tal-
ented scholars, who are presently studying at West-
ern universities, to Latvia’s tertiary educational
institutions.

Young people have become more interested in
studying social sciences and humanities, though in-
terest in the natural sciences has waned (see Figure
C.2). As already recommended in Chapter 3 of the
Report, young people should be encouraged more
to specialize in areas of information technology by
creating favourable conditions for these study pro-
grammes. Presently these study programmes in
Latvia have a good basis in fundamental science,
and there are good science schools, but currently
there is a lack of movement toward the introduction
of technologies and commercialization. The support
of these areas of study is important for reorienting
the economy to high-tech sectors.

In the area of tertiary education several issues
need to be resolved urgently. The increase in the
number of students demands a corresponding in-
crease in the number of professors and lecturers and
a renewed infrastructure. State financing for tertiary
education must be increased. We must remember
that tertiary education is an institute that promotes
the formation of a middle class by preparing young

people for a professional career. Fields of study
should be carefully evaluated, and a decision must
be reached on which specializations are significant
from the perspective of the economy’s innovative
development, and training of specialists in these ar-
eas must be financed from the State budget.

Qualified, internationally recognized special-
ists work in the area of information technology at
Latvia’s institutions of tertiary education and pri-
vate companies, and they could educate many more
students in programming and other information-
technology specializations. This would require
greater State financing for these study programmes
and also the involvement of specialists from these
sectors in the implementation process.

Latvia has a very low level of financing for sci-
entific and technological research. Without changing
the situation, Latvia cannot make use of the opportu-
nities of rapid technological development that are of-
fered by globalization. It must also be understood
that the modernization of science and tertiary educa-
tion is not solely the responsibility of the govern-
ment. Till now, scientists themselves have not ade-
quately explained the possibilities of science and
have not offered examples that demonstrate its con-
tribution to the growth of the economy and balanced
development. Scientists themselves must become
more conscious of their mission, which includes not

Competition for Budget-Financed Study Places in the 1998/99 Academic Year
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only writing publications and maintaining the quali-
ty of tertiary education but also their influence on
policy and the formation of public opinion.

It would be important for the government to
declare publicly that Latvia’s economic develop-
ment is unthinkable without vigorous technological
development, research and tertiary education.
Latvia needs to make use of the experience of other
small countries around the world in the moderniza-
tion of its economy. It should be remembered that
the economic upswing of small countries has been
based on state policy that actively supports scientif-
ic and technological research and tertiary education.

What Would Foster Human
Development under the Conditions
of Globalization? The Report’s Chief
Recommendations

This publication of Latvia Human Develop-
ment Report is one of the first attempts to focus the
attention of society on the manifestations of global-
ization in Latvia. We hope that it will promote dis-
cussion and practical endeavours to use the oppor-
tunities of globalization in the advancement of
sustainable human development.

Based on the Report’s analysis of globalization
and human development, each chapter of the publi-
cation, as in previous Reports, offers recommenda-
tions for the government, NGOs, the private sector
and mass media. Below is a summary of these rec-
ommendations.

General Conclusions

Latvia requires a long-term development
strategy, which would formulate economic
goals and social development objectives for
the 21st century. This kind of strategy must
be widely discussed in the preparation stage.
Co-operation between the government,
NGOs and private companies is necessary to
achieve greater influence on globalization
processes and to obtain control over them.
Broadened political networks, in which vari-
ous organized interests are represented and
which serve as a setting for dialogue, are one
of the forms of policy-making and policy im-
plementation under the conditions of global-
ization.
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Conclusion

The opportunities of individuals to partici-
pate in globalization and their control over
its processes are broadened by participation
in social networks. People have greater pos-
sibilities of influencing technology, policies
and the market if they are involved in NGOs
and interest groups. Therefore, under the
conditions of globalization, an activated civic
society is one of the most important precon-
ditions for sustainable development.

The globalization opportunities of individu-
als must be fostered — their access to technol-
ogy, information, knowledge and finances.
Information and communications technolo-
gies must be made much more accessible. It
is necessary to democratize information and
technology. Human development would be
advanced if each family had access to com-
puters, the Internet and credit cards. These
three resources not only render electronic
commerce possible, but also broaden the
possibilities of obtaining information and ed-
ucation.

The ability of individuals to globalize must be
developed, and they need to be trained how
to use globalization resources (computers,
modern technologies, finances, the Internet
and new forms of acquiring knowledge and
qualifications), so that they could use these
resources to raise their standard of living, im-
prove their education and qualifications, ob-
tain work, tend to health-care needs and
achieve the consolidation of a civic society.
Primary globalization opportunities, which
are associated with finances, capital, technol-
ogy and labour, and secondary globalization
opportunities, which are linked to informa-
tion, knowledge and social contacts, must be
used. As primary globalization opportuni-
ties are more limited and financial resources
and capital are more difficult to come by,
participation in globalization could be
achieved by actively involving people in sec-
ondary globalization — training them how to
use the latest information technologies, pro-
moting education, fostering personal con-
tacts and co-operation.

The democratization of finances is necessary
alongside with an increase in the welfare of
society. The next step in the development of
democracy is wider access to capital and
credits for acquiring an education, property
purchases, home improvements, and other
needs. Small loans must be made more avail-
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able and individuals themselves should give
more thought to personal savings and estab-
lishing pension capital.

In a globalized world, human development
will be more dependent on knowledge and ed-
ucation. Latvia must maintain a high level of
education among the population, the advan-
tages of the present educational system must
be consolidated, and modern forms of study
must be more widely introduced, including
the areas of adult education and retraining.
Policies on science and technological devel-
opment must be established that would
make it possible to develop sectors of highly
specialized technologies and high added val-
ue. More support should be given to science
and research that fosters technological inno-
vations and promotes growth in science-in-
tensive production and service sectors. In co-
operation with entrepreneurs, special State
support should be provided for the prepara-
tion of highly qualified specialists in infor-
mation-technology sectors and the develop-
ment of these sectors in Latvia.

The conditions of globalization also require
the democratization of administration and
increased public participation in administra-
tion. Under the conditions of a free market,
many organizations are actively lobbying
public authorities to take decisions in their
favour. However, at times these decisions
are geared toward the satisfaction of corpo-
rate and egoistic interests, and public opin-
ion is not taken into account in the decision-
making process. Thus, it is possible to
subjugate public interests to corporate inter-
ests, and this is dangerous for human devel-
opment. In order to exclude this possibility,
the transparency of decision-making and
public participation in the discussion of draft
decisions and draft laws must be ensured.
The government, the private sector and indi-
viduals are jointly responsible for the cre-
ation of a competitive economic structure in
Latvia and for the successful advancement of
human development. However, the central
authority, which must promote the economy
and human development, is still the State.
Latvia needs to make use of the experience of
other small countries around the world in
the modernization of its economy. It should
be remembered that the economic upswing
of small countries has been based on a state
policy that actively supports scientific and
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technological research and tertiary educa-
tion. It would be important for the govern-
ment to declare publicly that Latvia's eco-
nomic development is unthinkable without
vigorous technological development, re-
search and tertiary education.

Chapter 1

Economic and Social Aspects of
Globalization Processes and Their
Impact on Human Development in
Latvia

Under the conditions of globalization, more
serious thought must be given to the consol-
idation of large companies and entrepre-
neurial innovation.

As investments have become concentrated in
the areas of communications, financial medi-
ation and commerce, and because they are
concentrated mostly in Riga, State invest-
ments should be applied to other vitally im-
portant sectors nationwide in the interests of
human development

It is necessary to stimulate the placement of
manufacturing plants and administrative in-
stitutions of multinational corporations in
Latvia, especially outside of Riga. This
would be possible only by simultaneously
developing infrastructure and telecommuni-
cations, and also by organizing mutual co-
operation among Latvia’s entrepreneurs and
partnerships with foreign companies.

The government must create conditions that
would stimulate the flow of new technologies
into Latvia, so that investments would facili-
tate growth in export and would not create
pollution-causing manufacturing plants.

In order to promote the export of goods pro-
duced by small and medium-sized business-
es, the State must provide special support for
introducing merchandise standards at these
companies. In co-operation with international
institutes of standardization, measures must
be taken to ensure the efficient operation of
one centralized institution of standards in
Latvia, which would rapidly replace local
standards with international standards. A cer-
tificate that confirms a company’s conformity
with international standards can be viewed as
an important criterion for granting credits.



Latvian business associations must actively
inform their foreign colleagues about busi-
ness opportunities and achievements in
Latvia, and they need to act in a harmonized
manner in this area. In order to penetrate
and maintain their position in international
markets, Latvia’s businesses must be much
more creative and must establish common
supply and sales networks.

Small and medium-sized businesses must be
assisted in co-operation with multinational
corporations by creating co-operation net-
works.

State and local government authorities need
to promote secondary globalization opportu-
nities (access to information, more extensive
social contacts). Small libraries and regional
NGO centres must be used as sites for the
dissemination of information.

At the local government level, attention must
be focused on the study of foreign languages,
computer skills and project management,
and on possibilities in adult education. The
support of the State and international organi-
zations must be widely used in these efforts.
In the implementation of international devel-
opment programmes, the central govern-
ment’s role as a controller must be reduced
to a consultative level, thereby allowing local
governments themselves to compete for in-
ternationally financed regional development
projects.

Chapter 2

Administration and Human
Development under the Impact
of Globalization Processes

Public administration must ensure trans-
parency of the legislative process and must
guarantee NGOs the possibility of a struc-
tured exchange of information with public
administration institutions in the legislative
process. It must be made possible to partici-
pate in the discussions of draft legal enact-
ments before they are submitted to the
Saeima and Cabinet for approval. For exam-
ple, revising Cabinet Regulations No. 160 —
“Cabinet Internal Procedures and Activities
Regulations,” could create an opportunity of
this kind. A mechanism could be established
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Conclusion

that would provide the public with an op-
portunity to access draft legal enactments
and express their opinion on these issues.

In order to achieve balanced administrative
and regional development, a model for the
administrative territorial and regional re-
form must be decided on as soon as possible,
and the implementation of the administra-
tive territorial reform must be accelerated.
Important aspects of the administration’s de-
mocratization include clarifying the govern-
ment’s policies and initiatives, providing the
public with information, ascertaining public
opinion and ensuring feedback.

Open discussion must take place on priori-
ties of government policy and long-term
goals. Open discussion would facilitate pub-
lic unity regarding common human develop-
ment goals; it would foster the nation’s con-
solidation and the solidarity of individuals
for the attainment of common human devel-
opment goals, and would reduce distrust in
the government and politicians.

The consequences of approximating Latvia’s
laws with various European Union legal en-
actments must be carefully analyzed. It is im-
portant for the harmonization of laws not to
take place mechanically, but instead, by ana-
lyzing the impact of the new enactments on
Latvia’s economy, legal system, State budget
and human development.

One mechanism for improving the quality of
the legal enactments that are to be adopted
and adapting them to Latvia’s circumstances
would be to discuss the legal enactments that
are to be adopted in public consultative
councils and NGOs that work together with
the Ministries.

Chapter 3
An Information Society and New
Technologies

The formation of an information society must
be declared a State priority in Latvia at the
State policy level.

The development of the telecommunications
infrastructure must be promoted by acceler-
ating market liberalization and achieving an
end to the Lattelekom monopoly situation in
the provision of telecommunications services
as soon as possible. Quality telecommunica-
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tions services must be established nation-
wide and Internet connections must be en-
sured at a socially acceptable cost.

The acquisition and use of new technologies
must be facilitated at all levels. Schools must
be ensured with computer equipment, soft-
ware and Internet connections. Uniform re-
quirements must be established concerning a
minimal level of IT skills. Programmes of
study must be developed for new technolo-
gies and teachers must be trained in the use
of these technologies.

The establishment and support of public In-
ternet user stations must be continued, and
special attention must be paid to the coun-
try’s less-developed regions. Libraries must
be developed as universal information-ac-
cess sites.

The IT sector must be made into the leading
sector of the Latvia economy. Private-sector
and foreign investments must be stimulated
in the IT sector, favourable conditions must
be created for the development of small and
medium-sized IT companies, and the export
of IT services must be promoted. Profession-
al and academic IT education must be devel-
oped, thereby ensuring the preparation of a
large number of high-level specialists.

In order to guarantee State and individual se-
curity, the laws must be amended with
norms that would provide sufficient protec-
tion to the individual and the State against
the malicious use of data and technologies.
Employees of law-enforcement structures
must be ensured with the knowledge and
skills that are necessary, in order to truly
protect society and individuals against com-
puter crimes.

Laws must be amended to ensure the protec-
tion of personal data and implementation
mechanisms must be developed.
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Chapter 4
The Market Economy, Democracy,
Globalization and Youth

Public understanding of the significance of
diversity, tolerance and human rights must
be fostered.

Improvements and amendments to anti-cor-
ruption laws need to be facilitated. In pre-
venting corruption, opportunities need to be
used more actively that are provided by local
and international NGOs and international
co-operation within the scope of the EU.
The State must not disassociate itself from re-
solving the problems of welfare. The State
must endeavour to hinder further economic
stratification, as economic exclusion pro-
motes civic exclusion, and in the final result,
it also hinders development of the market
and economic growth. Both the State and
NGOs must strengthen public trust more ac-
tively in the idea that a market economy,
democracy and globalization can advance
human development.

Much more attention must be focused on is-
sues of education, as young people are that
part of society whose growth and develop-
ment opportunities are most linked with the
use of globalization’s achievements. Current-
ly, at a time when poverty is widespread and
many families are indigent, the State must
accept responsibility for ensuring schools
with access to the latest information tech-
nologies and training in their usage.



