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EXECUTIVE SUMMARY
Key recommendations

Raising productivity and ensuring robust convergence

● Make regulation more competition-friendly by reducing entry barriers.

● Continue reducing red tape, by simplifying the permits and licenses system and tax
payments.

● Bring the governance of state-owned enterprises further in line with the OECD
Guidelines on Corporate Governance of State-Owned Enterprises.

● Continue improving the connectivity of energy networks with the rest of the
European Union.

● Proceed with the reform of vocational education and training, including the planned
extension of work-based learning.

● Encourage lifelong learning and training by improving information about training
opportunities and adult learning while ensuring the portability of skills.

Improving public sector efficiency for more inclusive growth

● Strengthen efforts to tackle tax fraud and improve tax collection.

● Evaluate the current benefit system and make universal social benefits more targeted at
low-income households.

● Gradually withdraw benefits targeted at low-income earners when they take up a job.

● Decrease the labour tax wedge for low-income earners.

● Raise additional revenues by increasing property and environmentally related taxes.

Limiting the risk of repeated boom-bust cycles

● Reinforce countercyclical liquidity buffers.

● Continue using leverage ratios, together with risk-weighted capital ratios, for gauging
the strength of bank balance sheets.

● Continue monitoring non-resident banking businesses to identify and address financial
stability risks at an early stage.
OECD ECONOMIC SURVEYS: LATVIA © OECD 2015 11

3© OECD 2015

wickramanayake_h
Text Box

wickramanayake_h
Text Box





wickramanayake_h
Text Box

wickramanayake_h
Text Box



http://dx.doi.org/10.1787/888933183569
wickramanayake_h
Text Box

wickramanayake_h
Text Box



http://dx.doi.org/10.1787/888933183572
wickramanayake_h
Text Box

wickramanayake_h
Text Box



wickramanayake_h
Text Box

wickramanayake_h
Text Box



http://dx.doi.org/10.1787/888933183589
wickramanayake_h
Text Box

wickramanayake_h
Text Box



http://dx.doi.org/10.1787/888933183593
wickramanayake_h
Text Box

wickramanayake_h
Text Box



http://dx.doi.org/10.1787/888933183602
wickramanayake_h
Text Box

wickramanayake_h
Text Box



http://dx.doi.org/10.1787/888933183617
wickramanayake_h
Text Box

wickramanayake_h
Text Box



wickramanayake_h
Text Box

wickramanayake_h
Text Box



wickramanayake_h
Text Box

wickramanayake_h
Text Box



wickramanayake_h
Text Box

wickramanayake_h
Text Box



wickramanayake_h
Text Box

wickramanayake_h
Text Box



wickramanayake_h
Text Box

wickramanayake_h
Text Box



http://dx.doi.org/10.1787/888933183624
wickramanayake_h
Text Box

wickramanayake_h
Text Box



wickramanayake_h
Text Box

wickramanayake_h
Text Box



wickramanayake_h
Text Box

wickramanayake_h
Text Box



http://dx.doi.org/10.1787/888933183633
wickramanayake_h
Text Box

wickramanayake_h
Text Box



http://dx.doi.org/10.1787/888933183649
wickramanayake_h
Text Box

wickramanayake_h
Text Box



wickramanayake_h
Text Box

wickramanayake_h
Text Box



http://dx.doi.org/10.1787/888933183654
wickramanayake_h
Text Box

wickramanayake_h
Text Box



http://dx.doi.org/10.1787/888933183661
wickramanayake_h
Text Box

wickramanayake_h
Text Box



wickramanayake_h
Text Box

wickramanayake_h
Text Box



wickramanayake_h
Text Box

wickramanayake_h
Text Box



wickramanayake_h
Text Box

wickramanayake_h
Text Box



http://dx.doi.org/10.1787/888933183675
http://dx.doi.org/10.1787/888933183685
wickramanayake_h
Text Box

wickramanayake_h
Text Box



http://dx.doi.org/10.1787/888933183697
wickramanayake_h
Text Box

wickramanayake_h
Text Box



http://dx.doi.org/10.1787/888933183705
wickramanayake_h
Text Box

wickramanayake_h
Text Box



http://dx.doi.org/10.1787/888933183711
wickramanayake_h
Text Box

wickramanayake_h
Text Box



wickramanayake_h
Text Box

wickramanayake_h
Text Box



wickramanayake_h
Text Box

wickramanayake_h
Text Box



wickramanayake_h
Text Box

wickramanayake_h
Text Box





wickramanayake_h
Text Box

wickramanayake_h
Text Box





http://www.oecd.org/investment/index
http://dx.doi.org/10.1787/888933183725
wickramanayake_h
Text Box

wickramanayake_h
Text Box



http://dx.doi.org/10.1787/888933183731
wickramanayake_h
Text Box

wickramanayake_h
Text Box



http://dx.doi.org/10.1787/888933183742
http://dx.doi.org/10.1787/888933183751
wickramanayake_h
Text Box

wickramanayake_h
Text Box



http://dx.doi.org/10.1787/888933183762
wickramanayake_h
Text Box

wickramanayake_h
Text Box



http://dx.doi.org/10.1787/888933183778
wickramanayake_h
Text Box

wickramanayake_h
Text Box



http://dx.doi.org/10.1787/888933183782
wickramanayake_h
Text Box

wickramanayake_h
Text Box



wickramanayake_h
Text Box



http://oecd.org/eco/surveys/economic-survey-latvia.htm
http://www.oecd.org/bookshop
http://www.oecdilibrary.org/
http://www.oecd.org/bookshop
http://www.oecd.org/eco/Economic_Outlook
http://www.oecd.org/economics/goingforgrowth
http://www.oecd.org/eco
http://www.oecd.org/eco/workingpapers

	Table of contents
	Basic statistics of Latvia, 2013
	Executive summary
	Main findings
	Key recommendations

	Assessment and recommendations
	Figure 1. The gap in GDP per capita remains wide
	Figure 2. Well-being indicators suggest a large scope for catching up
	A volatile economy
	Figure 3. The economy is highly volatile

	Strong recovery clouded by weakening regional prospects
	Figure 4. Main short and medium-term economic indicators
	Figure 5. Debt is being significantly reduced
	Figure 6. Credit is falling
	Table 1. Macroeconomic indicators and projections

	Limiting the risk of repeated boom and bust cycles
	The macroeconomic policy framework has been improved
	Supervision adapted to the particular features of the financial sector
	Table 2. Main prudential indicators in the Latvian banking sector
	Recommendations to limit the risk of repeated boom-bust cycles


	Improving public sector efficiency for more inclusive growth
	Figure 7. Income inequality is among the highest compared with OECD countries
	Table 3. Components of public spending, 2012
	Increasing the efficiency of public spending in the short and long term
	Making the tax system more progressive and employment friendly
	Figure 8. The tax wedge on low-income earners is set to remain high
	Figure 9. Improved tax collection offers revenue potential
	Recommendations to improve public sector efficiency


	Raising productivity and ensuring robust convergence
	Figure 10. Latvia is less competitive than its peers
	Cutting red tape
	Figure 11. Product Market Regulation is more restrictive than in the average OECD country

	Strengthening competition enforcement
	Improving judicial processes
	Reducing energy intensity and dependency
	Figure 12. Energy intensity is high
	Figure 13. Greenhouse gas emissions intensity is above the OECD average

	Deepening skills and innovation
	Figure 14. Employment rates differ widely by educational level
	Figure 15. Participation in lifelong learning is low
	Figure 16. R&D expenditure is among the lowest compared with OECD countries
	Recommendations to raise productivity and ensure robust convergence


	Bibliography

	Annex. Selected policy indicators
	Figure A1. Product Market Regulation (PMR) and FDI Regulatory Restrictiveness Index
	Figure A2. OECD indicators on Employment Protection Legislation (EPL)
	Figure A3. Student performance and equity
	Figure A4. Science and innovation indicators
	Figure A5. Environmental indicators
	Figure A6. Public spending
	Figure A7. Income redistribution

	Thematic chapters
	Chapter 1. Improving public sector efficiency for more inclusive growth
	Introduction
	Establishing a budget framework for long-run growth and stability
	Figure 1.1. General government debt and bond yields
	Ensuring effective rules-based budgeting
	Box 1.1. Fiscal Discipline Law and Fiscal Council
	Figure 1.2. Relationship between debt ratios and bond yields

	Policies for longer-term fiscal sustainability
	Table 1.1. Components of public spending, 2012
	Figure 1.3. Ageing-related spending is projected to decrease
	Figure 1.4. Public pension expenditure is set to decline significantly
	Figure 1.5. Resource inputs and outcomes in the healthcare sector
	Figure 1.6. Educational outcomes and spending per student
	Figure 1.7. Government investment accounts for a large share of public spending
	Figure 1.8. Infrastructure quality is perceived as relatively low
	Figure 1.9. Absorption of EU structural funds


	Improving the efficiency of the tax system
	Figure 1.10. The tax burden is among the lowest compared with OECD countries
	Reducing labour taxes
	Table 1.2. Composition of taxation, 2013
	Figure 1.11. The tax wedge on low-income earners is set to remain high
	Table 1.3. Perception of tax disincentives and social policy

	Simplifying business taxation
	Expanding the scope of property and environmentally related taxes
	Improving tax compliance and the efficiency of tax collection
	Table 1.4. Measures of the shadow economy
	Figure 1.12. Improved tax collection offers revenue potential


	Improving institutional and administrative efficiency at the central and local level
	Table 1.5. Institutional quality rankings, selected indicators
	Towards more reliable medium-term planning
	Improving co-ordination in state-local relations
	Box 1.2. State-local relations

	Increasing administrative efficiency
	Figure 1.13. Wages in the public sector have been volatile
	Recommendations to improve public sector efficiency


	Bibliography

	Chapter 2. Raising productivity and ensuring robust convergence
	Introduction
	Figure 2.1. The gap in GDP per capita remains wide

	Improving integration to global trade
	Figure 2.2. Latvia is less competitive than its peers
	Figure 2.3. Services play an important role in the economy
	Box 2.1. Shaping the future of Latvian economy– New Industrial Policy and Smart Specialisation Strategy
	Figure 2.4. Scope for catching up in labour productivity

	Promoting a competitive business environment
	Figure 2.5. Price-cost margins are above those of peer economies
	Figure 2.6. There is scope to make regulation more pro-competitive
	Competition policy enforcement needs strengthening
	Box 2.2. Latvian anti-trust framework
	Table 2.1. Large Latvian state owned enterprises
	Figure 2.7. More competition is needed in energy markets

	The judiciary is receiving deserved attention
	The insolvency regime has been substantially streamlined
	Figure 2.8. Insolvency proceedings have become more accessible

	The innovation framework has yet to deliver
	Figure 2.9. R&D expenditure is among the lowest compared with OECD countries

	Access to finance could be improved
	Figure 2.10. Business financing relies on banks

	Addressing barriers to trade and investment

	Incentivising human capital accumulation
	Figure 2.11. Share of students lacking basic skills
	Figure 2.12. The employment rates of those with lower education attainment lag behind top OECD performers
	Upgrading of vocational education and training is timely
	Figure 2.13. Perceived vocational education and training image and quality

	Employee training and lifelong learning deserve attention
	Figure 2.14. Participation in lifelong learning is low
	Recommendations to raise productivity and ensure robust convergence


	Bibliography





