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Human Development course book Latvia

Executive summary

1. Introduction

Latvia’s transition to a market economy is marked by considerable improvements in macroeconomic indicators and important economic reforms. Yet it does not allow making judgments about non-material indicators such as health, education, participation, sustainability and governance, all of which are critically important to human beings. Introductory section of the textbook demonstrates that economic progress is necessary but insufficient to improve the quality of life of Latvia’s residents. The economic and social impact of the transition period underlines the importance of human development in Latvia. Success of reforms has been achieved with a number of costs for Latvia’s people, that have been identified in the introductory section of the course book: low birth rate and the aging, poverty and inequality, economic depression and inflation, gender issues, unemployment and unregistered employment, reduced individual safety, regional inequalities and others.

2. Human development concept and measurement

Historical roots of development and evolution of human development theory are discussed in the Chapter 2 of the course book. The dissatisfaction with economic growth as a goal unto itself in 1970s is explained as a reason for search for new, people oriented approach to development.

The roots of modern development theory are discussed along with the main directions that influence made an impact of it: modernization, import substitution industrialization, capital accumulation, planning, dependency, neo-Marxism, basic needs movement, neo-liberalism, developmental state, structural adjustment and post modernism.

Human development is defined as:

1) freeing people’ s choices and 

2) enlarging people’s capabilities. 

The distinction is made from economic growth, human capital, human resource and human welfare approach. 

Fundamental importance of freedom is analyzed as a main factor distinguishing human development approach from other development theories. 

The relationship between human development and human rights is explained in light of – what human rights can add to human development and – what human development can contribute to human rights.

Calculation of a number of human development indicators is presented: human development index, gender-related development index, human poverty index 1, and human poverty index 2. Specialized statistical appendix encourages students of economic subjects to study methodology of HDI in depth, do their own calculations and discuss the possibilities of any methodological adjustments as well as to analyze the actual values of Latvia’s HDI as well as the values of its components. The challenges for calculating HDI in Latvia are discussed with the goal to form an adequate base for international comparability. Human development balance sheet is presented to encourage a broader discussion on measuring success in human development.

3. The role of the state

Chapter 3 includes theoretical discussion on role of the state, welfare economics and analyzes actual role of the state in Latvia in transition period.

With the arrival of the age of capitalism, new values and new life understandings emerged. The summary of ideas of Thomas Mann, Jean Baptise Colbert, Adam Smith, David Ricardo, Jean de Sismondi, Thomas Robert Malthus, Karl Marx, Gustav von Schmoller, Arthur Cecil Pigou, John Maynard Keynes, Milthon Friedman and other economists are compared. 

Ludwig Lau has influenced the emergence of early economic thought in Latvia. Gottfried Herder, German Garlieb Merkel, baron Gustav Johann von Buddenbrock have left significant impact on development of discussions of role of the state in Latvia. Ideas of Latvians Krisjanis Valdemars and Karlis Balodis are relevant topics of discussion in Latvia even now.

The role of the state is discussed through the prism of ensuring effective governance, as a consolidator of sustainable human development and as democracy endurance. 

For transition economies and especially for Latvia the role of the state in ensuring implementation of transition reforms cannot be underestimated. The overview and analysis of reforms in Latvia include: international market liberalization, establishment of the private sector, reform of public sector and privatization, tax reform, liberalization of foreign capital flow, educational reform, health care reform, property reform and privatization.

4. Poverty and inequality

A number of poverty definitions is discussed in chapter 4 of the book, followed by viewpoints of different economic schools: the Malthusian school, Classical economic theory, Smith’s theory of division of labor, neo-classical economic theory, Keyneysian view and Marxist theory.

Possibilities to approach poverty in Latvia are analyzed: absolute, relative and subjective. Discussion on choice of most appropriate poverty line in Latvia is developed along with specialized appendix for economics’ students with methodological analysis of a number of poverty indicators, including head count ratio of poverty, poverty gap index and Gini index (for discussion of inequality). The analysis on actual poverty situation in Latvia during transition period is reflected. The ratios are later used to discuss consequences of poverty in Latvia, identification of affected groups and possibilities of policy response in the country. The differences between income poverty and human poverty are pointed out..

Theoretical discussion on growth and inequality includes issues on income distribution and redistribution.

Since regional inequalities in Latvia are huge, a special sub-chapter discussed the situation in the capital of Latvia and the rest of the country as well as reveals situation in various regions of the country. Individual income and welfare, educational opportunities, employment and business development opportunities, the spread of information technologies, the demographic situation and human health, regional policy, administration and participation are variables that differ highly by region and have to be taken into account when discussing human development in Latvia. 

5. Economic development and social consequences

One of the main macroeconomic indicators in demonstrating a country’ s economic growth and, by extension, the likelihood of human development in that country is gross domestic product. The word “likelihood” is used because human development depends on the way in which a country decides to invest the larger amount of money it receives. During transition period Latvia has suffered a major reduction of GDP and it has left a strong negative impact on human development situation.

By ignoring inflation, it would be impossible to specify true economic growth and analyze the number of side effects that hamper human development.

The opportunities for Latvia as a country and its citizens depend on ability to explore international contacts. Foreign trade and foreign investments are analyzed in lights of their impact on human development.

Human development reports demonstrate that Latvia’s residents evaluate the role of work in their lives more highly than respondents in Western countries. Unemployment is discussed in light of human development and Maslow’s pyramid of needs. Causes for unemployment in Latvia are analyzed from theoretical perspective and forms of unemployment are discussed. The differences between classical and Keynesian view on unemployment are summarized. Statistical examples are provided to demonstrate to emergence of unemployment in Latvia during transition and employment policies in Europe and Latvia are compared.

Transition period has affected the situation of Latvia’s inhabitants in terms of health, one of the key dimensions of human development. Human health is influenced by a great many factors, which can be classified in various ways. The classification that is used most often involves physical, biological, behavioral, social, cultural and psychological factors. A number of disease eradication strategies in Latvia are compared to selected European countries. Special attention is being paid to preventive strategies that depend of lifestyle of the people.

Education is discussed as one of the key priorities in Latvia’s society in light of competitiveness in the European job market. Reforms are taking place in Latvia’s educational system, as in all aspects of society. Although the literacy rate in Latvia is traditionally very high, issues of quality of education, dealing with increasing inequalities, more efficient use of scarce resources, harmonization of laws with EU, involvement in EU’s educational, scientific and cultural programs, improvement of normative and administrative cornerstones of the educational systems are all very important for ensuring the positive effect of education in Latvia on human development.

Latvia is a country with a relatively small amount of inhabitants, mixed nationalities and negative natural and mechanical population growth. Demographic processes happening in Latvia are analyzed in light of developments in the world. The importance of harmonizing demographic and development strategies is pointed out. The forecast of demographic development is presented in line with environmental issues in Latvia and Europe.

6. Gender and human development

The existence of two “divided worlds”  - with differences in opportunities for men and women - causes a misbalance in society and hinders human development in society as a whole. Gender Development Index and Gender Equality Measure are relevant tools for addressing these problems in light of human development.

Historical overview of theories and gender roles is presented in Chapter 6 starting from the Greek philosopher Plato, Old Testament to today’ s approaches of functionalism, conflict theories and neo-psychoanalysis.

The change of gender concept and social role is mostly affected by the factors that women have become educated, have professional career and participate in politics and decision-making processes. The situation in the world is compared to situation in Latvia.

Human development is a process directed to enlarging choices to all people equally, not just a part of population, the main findings of human development reports regarding gender issues in the world are summarized.

In Latvia there exists the so-called legal, formal gender equality – since most of legislation and normative acts provide equal social value, equal rights and equal responsibility for representatives of both genders. The main actual inequalities exist in the labor market, politics and everyday life. 

Although the participation rate of women in economy is high, the remuneration for men is higher, despite women being equally or even better educated. Due to traditional allocation of tasks regarding childcare, employers are reluctant to hire women and under conditions of increasing unemployment, women are the first ones to be discharged.

Politics are still considered by the public to be a field for men in Latvia, and women in politics are considered the exception rather than a normal situation. However, in the political arena, too, women are establishing themselves more, due especially 1999 election of a woman for the first time as the President of Latvia.

The public view still dominates that the woman – housewife is the optimal situation in family life, there is a great difference in time spent on home care and thus the amount of free time for men and women, the upbringing of children is laid on the shoulders of women mainly, violence in family occurs more often than in public life.

7. Sustainable human development

The nature, pace and direction of human development today is affected or even determined by conditions precedent which have evolved in each specific region. Environmental quality and availability of resources, which can determine the quality of life of a nation, gain special importance.

Understanding that man’s negative impact on environment may make the environment of human life unacceptable and lead to a rather rapid exhaustion of resources served as a reason for emergence of concepts of sustainable development. Three dimensions of sustainability are recognized as equal: ecology, economy and social harmony. As the basis of the sustainable development concept there is an understanding of three terms: development, social needs and needs of future generations. 

Selected sustainable development indicators are discussed in Chapter 7. At present the most widely used sustainable development criteria are – special indicators, economic development indicators and environmental quality indicators.

The application of a sustainable development model to conditions in Latvia is affected by a number of specific factors: relatively low level of pollution and low degree of degradation of environment, limited quantity of available resources, dependency on imported resources, the need to restructure economic system and accumulation of problems of social environment.

8. Participation and public involvement

Participation is a basis of a general development strategy of a society and it may take different forms: household, economic, social, cultural and political participation.

Participation is an essential part of human development and is both a tool and a goal, it is a process rather than an event, it ensures developing socially responsible policies, strategies and processes, which in turn promote long term economic growth. Chapter 8 includes the discussion on the role of government, NGOs and international organization in promoting participation, building and sustaining human development in Latvia. 

The duty of civic organizations is to fulfill peoples’ expectations in the areas where the government is unable to carry out adequate actions. Impact of NGO’s on policy development and human involvement and public activities can be approached from the following two perspectives: NGO as watchdog for the government to remind the responsibilities and commitments; NGO as catalyst for innovative responses to social problems, providing a wide range of services and opportunities to people. A review of development of NGO’ s in Latvia demonstrates increasing civil activity, their impact and effectiveness.

The role of international organizations in human development cannot be underestimated. Not only they encourage debate on a number of extremely relevant issues like human rights, democracy, social and European integration, poverty and equality, but they also have a strong political influence and financial possibilities that exceed possibilities of local governments. For Latvia as a small country with limited budget and interest to become a member of international community the cooperation with international organizations like EU, UN, the World Bank, IMF, EBRD and others is becoming more and more important.

Not only the Latvian government and the society of Latvia, but also international community has stressed the issue of integration of a large number of non-citizens living in Latvia, lots of them do not have any citizenship at all (Ex-USSR). This fact hampers political and social participation of these people and they sometimes face difficulties with employment, since non-citizenship problem often is combined with the lack of knowledge of the state language. Taking into account suggestions of international experts one of priorities in Latvia is carrying out national integration policy.

The discussions on situation of people with disability in Latvia are relatively recent, therefore review of political, historical and cultural attitudes and the resulting policies is very important for the country. Special attention is drawn to importance of disabled people articulating their own experiences and perspectives and linking it with strategies promoting human development.

Finally the participation possibilities of children are discussed pointing out the main problems in the world and Latvia that could hamper human development. Children issues are reviewed with a special care since they would be the ones building the future development processes in Latvia.
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