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Abstract

The task of state is to realize such regional policy which would decrease unfavourable territorial differences. Standardization of indicators with the following calculation of territorial development index is used for indentification the assisted territories. Standard values are calculated in such way: the difference between concrete value of indicator for concrete territory and the mean value of indicator is divided by the standard deviation. Then standard values’ are multiplied with weights of the importance of the indicators. The final sum is the territory development index.

In connection to accession into  the European Union (EU) the question of Latvia’s readiness for implementation of the EU regional policy is very up-to-data. Similar to EU regional policy to diminish unfavourable territorial differences among different countries of the EU and their regions, each country should implement regional policy that would be able to decrease disparities among its regions.

 Latvia has essential territorial differences in socio-economic development. For example, gross domestic product (GDP) per capita in 2001 in Riga region was 2.7 times bigger than in Vidzeme region. Number of working enterprises per 1000 inhabitants at the end of 2002 in Riga region (28.4) was 3.0 times bigger than in Latgale region. Unemployment level at the end of 2002 in Riga region (3.8%) was 3.1 times less than in Latgale region (11.9%).

Only in Riga region territory development index is positive (2,106). In four other regions it is negative – in Kurzeme region – 0,352, in Zemgale region – 0,473, in Vidzeme region – 0,626, in Latgale region – 1,069. Still bigger are territorial differences among towns (cities) and rural municipalities (see Table 1 and Table 2).

Table 1. Territorial differences in Latvia towns in 2002

	Indicators
	Numeral Meaning of Indicator
	Differences

	
	best
	worst
	in times

	Unemployment level to able-bodied residents, % 
	Baldone

Riga district

2.5
	Vilani 

Rezeknes district.

21.2
	8.5

	Personal income tax per capita, in lats 
	Ventspils

148.7
	Subate

Daugavpils district

27.4
	5.5

	Demographic burden level per   1000 able-bodied residents
	Baloži

Riga district

451.4
	Pavilosta

Liepaja district

866.7
	1.9

	Change of the number of residents, % (1997.1.01.-2002.1.01.)
	Jaunjelgava Aizkraukle district

+11.3
	Strenci 

Valka district

-37.3
	Difference in times is not calculated
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Table 2. Territorial differences in Latvia rural municipalities in 2002

	Indicators
	Numeral Meaning of Indicator
	Difference

	
	best
	worst
	in time

	Unemployment level to able-bodied residents, %
	Gaiku rural municipality

Saldus district

1.6
	Baltinavas rural municipality

Balvi district

33.5
	20.9

	Personal income tax per capita, in lats
	Incukalna rural municipality

Riga district

175.0
	Lauderu rural municipality

Ludzas district

5.0
	35.0

	Demographic burden level per to  1000 able-bodied residents
	Adazi rural municipality

Rīga district

473.3
	Ances rural municipality

Ventspils district

968.7
	2.0

	Population density, per 1 km2
	Ozolnieki rural municipality Jelgava district

468.0
	Ances  rural municipality

Ventspils district

2.0
	204.0

	Average cadastral value of land, ,Lats/hectar
	Stopini rural municipality

Rīga district

1180
	Kolka rural municipality

district.

60
	19.7

	Change of the number of residents, % (1998.1.01.-2003.1.01.)
	Garkalne rural municipality

Rīga district
+16,4
	Garsenes rural municipality

Jekabpils district.

-27,4
	Difference in times is not calculated


The task of the state is to realise such regional policy which would decrease unfavourable territorial differences. It is impossible to do this task without the state support. Regional (territorial) development programs play important role in implementation of regional policy.

Determined activity in this sphere was started in 1996 when the Cabinet of Ministers accepted the project “About the Promotion of Regional Development of Economy”. Based on this project the Saeima on 22nd May  1997  adopted the law “On Regions Deserving of Special Support” and the Government issued several  regulations.

 “The Law on Regional Development” which was passed by the Saeima on 21st March 2002 is very important. According to this law the assisted territory is territory where negative tendencies of economic and social development or one of these tendencies remain  for a long time. As the assisted territory may be determined a part of a state territory (district areas, towns, rural municipalities or their groups), but not smaller as a separate local government unit. Such status may be ascribed  to the territories where the number of residents does not exceed 15% from the population of the state.

Determining of the assisted territories is done in 2 stages. In the first stage the responsible ministry determines potential assisted territories, taking into consideration statistical indicators and proposals about the territories which development is limited by the regulations, included in the law and other juridical  deeds (e.g. restructed nature areas, reserves, objects and territories relating to the history of civilization). In the second stage the Regional Development Council from the potential territories deserving of special support evaluating their development presented by local governments and taking as a basis estimation of experts of inter-ministry commission, chooses the territories for granting such status. Previously it was granted by the Cabinet of Ministers, in the future – by regional development councils.

Administrative territories are granted this status for 3 years. From 1997 when the program was started, it has been granted twice:  in the period from 1998 to 2001, taking as a basis methods worked out in 1997 and in the period from 2001 to 2004 - the methods worked out in 2000.

In 1998 the status of the assisted territory was granted to 84 local governments: 5 districts (Balvi, Kraslava, Ludza, Preili and Rezekne districts) 1 republican city (Jelgava), 8 district towns, 70 rural municipalities. In 2001 - 135 local governments – 5 districts, 16  towns, 113 rural municipalities, 1 area were granted this status.

Methods, used for determining the potential assisted territories in 1997 were the following:

· after all ranks of indicators are weighted (multiplied) with special coefficient of special significance of indicators and find the weighted ranks sum for each territorial unit;

· these sums are ranged again, and the range of each unit shows the place of the definite territory.

In accordance with the methodology of 1997 the assisted territories were determined in separate districts and republican cities group (using 9 statistical indicators) and rural municipalities and district towns group (using 6 statistical indicators). 

For determining the assisted territories in the districts and republican cities group the following statistical indicators were used:

· unemployment level;

· personal income tax  per capita;

· output of industrial production per capita;

· non-financial investment per capita;

· retail turnover  per capita;

· demographic burden level per 1000 residents;

· average monthly salary;

· number of working enterprises  per 1000 residents;

· number of people with higher and secondary education per 1000 residents at the age of 18 and older.

For determining the assisted territories in the group of rural municipalities and district towns 6 statistical indicators were used:

· unemployment level;

· personal income tax volume per capita;

· demographic burden level per 1000 residents;

· population density;

· per cent of areas used for industrial needs, objects of productive and social infrastructure into total territorial area;

· number of people with higher and secondary education per 1000 residents at the age of 18 and older.

In 2000 new methodology for assisted territories eliminated several shortcomings of the first methodology. For example, two local government groups, used in the first methodology, were not homogenous. Republican cities in the aspect of socio-economic development are much stronger than districts. Similar in the group of rural municipalities and towns rural municipalities get behind towns in the aspect of socio-economic development. The methodology confirmed envisaged transition to three territorial groups deserving of special support: district, city and rural municipality. In the city group were included republican cities, district towns, as well as areas  the centres of which are towns. If  local government is formed only by rural municipalities, they were included in the group of rural municipalities. These three groups are much more homogenous than the previous ones.

An objective necessity appeared to supplement the methodology with new indicators which reflect attraction of a territory to investors and residents’ life quality. Some indicators were excluded and some – included in comparison with the previous indicators. Thus  it was envisaged to evaluate districts level of socio-economic development by using light indicators, rural municipalities’ -  six, but towns – four. Indicators and their weights are depicted  in Table 3. According to experts’ evaluation each indicator has a definite weight with calculation that the sum of weights of all indicators is – 1.

Table 3. Indicators and their weights used for determining assisted territories (2000)

	Indicator
	Districts
	Rural Municipalities
	Cities

	
	+ or –
	weight
	+or -
	weight
	+ or -
	weight

	Gross domestic product per capita, in lats
	+
	0.3
	-
	-
	-
	-

	Unemployment level to able-bodied residents (%)
	+
	0.15
	+
	0.25
	+
	0.3

	Personal income tax volume per capita, in lats
	+
	0.1
	+
	0.25
	+
	0.3

	Non-financial investments per capita, in lats
	+
	0.1
	-
	-
	-
	-

	Demographical burden level per 1000 able-bodied residents
	+
	0.1
	+
	0.15
	+
	0.2

	Number of working enterprises per 1000 residents
	+
	0.1
	-
	-
	-
	-

	Population  density per 1 km2
	+
	0.05
	+
	0.1
	-
	-

	Average cadastral value of land, in lats
	-
	-
	+
	0.1
	-
	-

	Change in the number of residents  
	+
	0.1
	+
	0.15
	+
	0.2

	Sum of weights
	-
	1.0
	-
	1.0
	-
	1.0


In comparison with the previous methodology four indicators were excluded from the district group:

· output of industrial production per capita;

· retail turnout per capita;

· number of people with higher and secondary education per 1000 residents at the age of 18 and older;

· average monthly salary.

The first two indicators were excluded because they can be considered as components of new included indicator ”GDP per capita”  but the fourth indicator was excluded because it covers itself  with the indicator “GDP per capita”. The third indicator is excluded because it does not characterize well enough the territory’s level of socio-economic development.

As new indicators in the districts’ group are included “GDP per capita” and “Population density per 1 km2 , which were advised to be used by the experts of the EU, and “Changes in the number of residents”. 

The indicator “Changes in the number of residents” is included in all 3 territorial groups because it reflects to some extent life quality and attraction of territories. The indicator shows change in residents’ number during last 5 years.

It is impossible to calculate the indicator “GDP per capita” for each rural municipality and town.

In the new methodology of evaluation rural municipalities and towns two indicators are not included any more:

· number of people with higher and secondary education per 1000 residents at the age of 18 and older;

· per cent of areas, used per industrial needs, objects of productive and social infrastructure into total territorial area;

The last indicator does not characterize  objective enough territory’s socio-economic development level and is out of date.

In the group of rural municipalities a new indicator “Average cadastral value of land” is envisaged. It is the possible market price of land which include quality estimation of land in points, as well as  distances from town centre and transportation corridors.  It to some extent characterizes, attraction of territory to investor.

From the town group the indicator “Population density per 1 km2”   was excluded. This indicator is important for rural municipalities but not important  enough for towns.

Till the year 2000 a method of ranges was used. It is simple, obvious easy to understand for users, gives a possibility to compare different local governments. But it has some shortcomings, the main of which is that ranges (taken place) cannot be calculated in metrical system. This system also arranging territories in places about each indicator separately, as well as by the united indicator, does not always precisely reflect real differences according to value of indicators.

In order to make all indicators comparable and united in one general indicator in metrical system standardization of indicators was suggested in new methodology of 2000 with the following calculation of territorial development index.

The standardized indicators are calculated from initial indicators which are expressed in units of people, money, per cent or other real units. In the result of standardization initial measuring units disappear, therefore different indicators become mutually comparable. Values of the standardized indicators are calculated for each indicator, each territory. Standard values are calculated in such way: the difference between concrete value of indicator for concrete territory and the mean value of indicator in the group (rural municipalities, cities and towns, districts) is divided by the standard deviation. Then standard values are multiplied with different weights of the importance of the indicator (from 0.05 to 0.3) and results are summed. The final sum is the territory development index. The ranked territory development index shows the place of territory unit.

The area of variation of the standardized indicators is usually within the limits from –3 to +3. If in some territory the standardized value of some indicator is between –1 to +1, we may say that deviation is normal. If the standardized value is within limits from –1 to –2 and meaning of the indicator is positive, the situation is bad, but – from –2 to –3 – very bad. In the same way positive standardized values of the indicator are interpreted. If for some territory this indicator is smaller than –3 or bigger than +3, it is extreme, reflecting some extreme conditions or calculation mistakes. In this meaning also intermediate results obtain analytical meaning, especially local governments doing self-esteem of its activities. 

Differentiation of intensity of state support will be in place in the future. At present for all territories deserving of special support allowed intensity of the state support level is equal although essential differences are observed in the level of socio-economic development.

For the differentiation of the intensity of the state support it is advisable to divide all assisted territories in three categories depending on socio-economic development level. Differently supported territories’ categories seperately for groups of rural municipalities and towns are dealt out from the arranged row, using equal length intervals method or method of equal density intervals. The territories which according to value of territorial development index are included in the weakest groups can receive bigger state support and the other way round (vice versa).

The territorial development index may be used to prove usefulness (efficiency) of the administrative territorial reform.

Interconnection between the number of population and territory development index is shown in chart 1. It clearly depicts that the level of socio-economic development is lower in  small local governments but higher in large local governments. 

For instance, in the local governments with the number of residents to 999 people, average territory development index is – 0.52, in the local governments with the number of residents from 1000 to 1999 it is –0.26, with the number of residents from 2000-2999 it is already 0.23, but the highest territory development index (1.14) is in the local governments with the population 4000 and more.

“The Law of Regional Development” (2002) determines  that the status of assisted territories is in force till  June 2004. In  the methodology of determining the status of the territories deserving of special support the methodology used previously should be co-ordinated with priorities for development of each region. 

Beginning from 2004 the status of assisted territories is granted only to towns (cities) and rural municipalities, but not to districts any more. Till 2004 the number of population in the assisted territories can not exceed 15% of number of the population in the country. From 2004 this per cent is 25%. Territory development index is used not only for identification of the assisted territories, but also for differiciation of  the intensity of state support in the European Union co-financed projects. It is also used in the process of analysis of the socio-economic development of territories.

Chart.1. Interconnection between the number of population and territory development index

in rural municipalities of Latvia in 2002
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