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EUROPEAN COMMISSION 
DIRECTORATE-GENERAL 
REGIONAL POLICY 
 
The Director General 
 

Brussels,  
DG REGIO E2/AS/jz (2006) 520151 

 

Sir, 

Klaus van der Pas, Director General of DG Employment, and I were pleased to receive 
the first official draft of Latvia’s National Strategic Reference Framework (NSRF) 
following your Government’s approval on 31 January. As you pointed out, we are all 
working on an informal basis in the absence of approved regulations.  

We are interested to see a substantial involvement of the wider partnership - in particular 
socio-economic partners - in the process of programming and would ask you to provide 
the partnership with sufficient time to prepare comments on this document, which will 
have a profound impact on Latvia´s economic development in the medium-term.  

In the NSRF it is stated that it is an implementing element of the overarching policy 
documents, the National Reform Programme (NRP) and the National Development Plan 
(NDP). The main objective of the NDP is an economy based on education, science and 
competitive enterprises. I understand however that the NDP is not yet completed. 

In this letter I would like, on behalf of Mr van der Pas and myself, to submit to you the 
Commission’s preliminary comments on the draft NSRF which we think provides a good 
starting point for commencing our dialogue. For your convenience, I will number the 
points from one to twenty. 

General comments 

1. There are a number of elements that the NSRF should contain according to 
provisions of Articles 25 and 26 of the draft general Regulation, but which are 
currently missing:  

– Financial Tables for the Operational Programmes (OPs) 
– Total annual allocation for EAFRD and EFF and the demarcation to other EU 

funded programmes 
– Ex-ante evaluation of compliance with additionality 
– Lisbon earmarking 
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I understand that some of these elements will be developed in the preparation of the 
Operational Programmes and that their inclusion in the next draft therefore 
represents no problem.  

Socio-economic analysis 

2. Latvia has decided not to prepare an ante evaluation at NSRF level, but rather in 
relation to each of the OPs. Will a Strategic Environmental Assessment be 
undertaken for the NSRF and what is the current position regarding its preparation 
for the OP? The socio-economic analysis in the NSRF should be strengthened by 
further and more detailed use of quantified data: this should allow improved 
strategic focussing. 

NSRF Strategy and Operational Programmes 

3. The strategy developed in the NSRF is based on the optimistic growth scenario 
described in the NDP, namely, continuous, rapid and balanced development. It may 
be appropriate to develop an alternative scenario which takes into account possible 
constraints to growth, e.g. due to eventual labour shortages and their implications.  

Inflationary pressures and external imbalances pose significant risks to 
macroeconomic stability. By the way of example, capacity constraints in the 
construction sector, rising costs due to inflation, structural unemployment and 
labour shortages are already apparent in the Latvia economy. Inflation has been at 
high levels for some time, increasing the danger that inflationary expectations 
become embedded. The NSRF does not appear to address the potential impact of 
Structural Fund inflows on nominal convergence in the context of the introduction 
of the Euro. The analysis should examine the issue of the design and  distribution of 
spending in such a way as to minimize inflationary tensions. Timing of larger 
projects and the overlapping programming periods should be considered.  

4. In order to increase internal consistency of the strategy, clear and, as far as possible, 
quantified targets for the three thematic axes should be established and 
appropriately embedded in the Operational Programmes. Targets should also be 
formulated for the end of the programming period.  

5. Support to SMEs and the infrastructure needed are covered by the OPs on 
Innovation and Infrastructure. It may be useful to define clearly the type of actions 
which can be supported under these two OPs and the OP for Human Resource 
Development (HRD). The creation of a business environment conducive to 
encouraging innovation and developing the knowledge society, is key. A limited 
number of industries form the backbone of the economy and their needs straddle 
several programmes (engineering, woodworking, chemicals, food processing, 
textiles). Do you intend to develop specific strategies for these sectors? Are there 
other potential growth sectors that require special action?  

6. Improving the transport infrastructure is a focal point of the NSRF and enjoys 
widespread political support in Latvia. Main emphasis is put on the improvement of 
road infrastructure, less on rail (Rail Baltica is not mentioned despite being included 
in the TEN-T list). Ports and airports are covered as well. The NSRF should provide 
a clear justification (strategy) for the priorities set under the transport policy.   
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7. Regional disparities within Latvia are significant and growing, with economic 
activity in the capital very high and peripheral regions lagging behind with higher 
unemployment rates and higher risk of social exclusion and poverty. The territorial 
dimension of Cohesion Policy needs to be addressed strongly in the NSRF. This 
could include supporting economic diversification in rural areas and economic 
development of (smaller) towns and their surrounding areas, based on their specific 
strength, without weakening the requirement for the economic viability of projects.  

8. Latvia's low population density makes ICT a well-suited tool to help overcome 
disadvantages and the NSRF addresses various issues, such as e-government, e-
health, etc. The need to liberalize the telecommunication market needs to be 
addressed by Latvia. Broadband infrastructure support must be technologically 
neutral and address market failures only. All IS/ICT actions need to be embedded 
within a balanced and integrated IS strategy which takes into account the objectives 
of new i2010 initiative particularly in the field of e-business, ICT research, e-
inclusion, quality of life and independent living. 

9. Regions are losing population and a depopulation spiral could lead to further 
distortions. The aim of achieving a polycentric development model may risk 
supporting too high a number of “centres”. Implications of polycentric development 
to different sectors ( e.g. education investments, transport infrastructure, etc.) need 
to be addressed. Regional disparities in skills also have to be addressed and access 
to education and training systems has to be improved.  

10. The urban mainstreaming aspect needs to be re-examined, also in the light of 
modifications to the regulations on Structural Funds. The question of urban 
development could be addressed in the infrastructure OP but is yet not mentioned 
explicitly. Sufficient attention should be paid to smaller communities. In contrast 
the capital city of Riga has specific problems, such as traffic congestion and 
pollution, which need to be addressed. In particular there is a need for sustainable 
mobility strategy for the larger Riga area.  

11. The impact on the environment, in particular of the capital city, should be analysed 
in more detail with resulting remedial activities proposed. In fact the environment 
should be covered in a more holistic manner (currently only addressed in priority 3). 
The need for a sustainable development strategy is self evident.  

12. The poor health condition of the population is considered a weakness. The analysis 
of this aspect appears to be insufficient and does not define those areas where 
specific needs, including those arising from demographic trends, need to be 
addressed. The priorities for investments both in health care and health promotion 
infrastructure could be further highlighted. The justification for investments in 
sports facilities is not convincing in comparison to needs in other areas.  

13. Negative demographic trends and the requirements of sustained economic growth 
rates require a strategy for labour market and education policy providing Latvia 
with an adequate quality and quantity of human resources. There is a risk that the 
draft NSRF underestimates the needs for human capital development, particularly in 
the light of potential labour shortages in some key sectors over the programming 
period and of the current mismatch between education and training systems and 
labour market requirements.  
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14. The contribution of the programmes to the achievement of Lisbon objectives is not 
addressed sufficiently and lacks ambition. It is essential that the programmes 
demonstrate a commitment to increase employment rates towards the 70% EU 
objective, in particular through active labour market and social inclusion measures 
to bring the geographically-distant back into the labour market, by tackling 
inactivity and by facilitating  work and family balance.  

Strong emphasis on equal opportunities needs to be mainstreamed including strong 
efforts to promote equality of men and women and to integrate gender perspective 
into all measures.  

15. Economic restructuring and its implications are not addressed sufficiently. The 
implications of the transition from a labour-intensive economy to one which is 
intensive in knowledge or capital, needs to be tackled by measures to improve 
adaptability of workers, enterprises and entrepreneurs. Sectoral skills deficits 
identified in the innovation OP need to be addressed. A decisive effort has to be 
taken to ensure a coherent lifelong learning strategy and its effective 
implementation.  

16. The mix of expenditure in education seems somewhat unbalanced and skewed 
towards educational infrastructure, the rationale and cost-effectiveness of which 
needs to be demonstrated.   

17. Latvia needs to stimulate demand for research and innovation. The strategy for 
higher education should be further elaborated to avoid the dispersion of spending 
across too many institutions. Nevertheless all institutions meriting support across 
the country should be able to benefit from EU programmes. The NSRF will need to 
identify the key research sectors, clusters or players that have an international 
potential to drive the Latvian economy and which can use RTD most effectively. 
The draft NSRF fails to address the issue of “brain drain” and  of the ageing 
research community. The role of the HRD OP in supporting higher education needs 
to be elaborated. There is  a clear need for the OPs to be underpinned by a national 
strategy for Innovation and Research, implementation of which  should be 
monitored by a national platform bringing together key representatives of the 
academic, private and public sectors.  

18. Latvia has opted for a lean public sector administration; this requires that it is well 
functioning and responsive to the formulation of policies, good governance and the 
delivery of reform policy and programmes. The capacity of the public 
administration needs to be enhanced, particularly at regional and local level, as well 
as that of social partners and NGOs. Greater clarity has to be provided concerning 
the needs of regional reform and of territorial administrative reform and how 
Structural Funds, and in particular ESF, can meaningfully contribute to these 
reforms.  

19. The NSRF should address how to ensure coherence and complementarity between 
investments financed through the ERDF, the ESF, the EIB, and other Community 
instruments. Support which is aimed at regions outside the capital and how such 
regions will become more attractive places for investment is a major issue for the 
overall socio-economic development of the country. The NSRF must take into 
account relevant EU-legislation such as the environmental directives and 
competition and procurement rules.  
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Technical Assistance must be included in each OP.  

20. Administrative structures and procedures for the management and implementation 
of the programmes seem to be complex. The current experience shows the need for 
further simplification of structures and management process. The use of competitive 
calls for tender should be encouraged.  

I trust that you find our comments useful for drafting the second version of the NSRF. 
My services as well as those of DG Employment are available for further clarification 
and discussion. 

Yours faithfully, 

Graham Meadows 

 

 

cc. Mr Andžs Ūbelis (Deputy State Secretary, Ministry of Finance) 
 Mr N. van der Pas (DG Employment) 


