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A correctly chosen approach to employment policy`s
improvement stimulates more goal-orientated activity within
the labour market on the part of those inhabitants who are
able to work. It also serves to expand the labour market
through the creation of new jobs, as well as helping the
labour force to adapt to changes in the structure of the
economy. The long-term goal of Latvia's active employment
policy is to provide all those population in the country who
wish to work (the working age in Latvia is from 15 to 60 to
males and from 15 to 57 to females; in European Union
countries, it is prescribed from 15 to 64 years of age) with the
opportunity to find work and to enter into labour relations.
At the same time, Latvia's employment policy aims to provide
for the economic and social mobility of its inhabitants. As a

result, by regulating the labour market sensibly and
intelligently, the State not only disseminates added value, but
also welfare. 

28.  Employment

Indicators
28.1. Proportion of economically active

population, employed population
and unemployed 

28.2. Structure of employment
28.3. Proportion of employment in the

main sectors of the economy by sex

In Latvia since the beginning of the 90s, there has been a
discernible trend towards a reduction in both the total
population figure and also in the number of economically
active population (however, in 2001 there was a slight
growth) (Figure 27.2.1., Figure 28.1.1.). In 2001, there was
also a slight increase in the number of employed,   compared
with the corresponding figure in 2000. Projections  made by
the Institute of Economics at the Latvian Academy of Sciences
(LAS) confirm that starting from 1999 right through to 2004,
there will be an increase in that population number, which
may be viewed as being able to work (from 15 to 70 years;
the official working age is 15-64 years). However from 2010
onwards this figure is likely to start falling again. /4/

During the last five years, the employment rate in European
countries has grown by more than 3%. In 2001, it reached
64,1%. Moreover, this growth has been higher among women
than among men (due to firm national policy regarding the
creation of new jobs in service sectors). This trend has been
especially noticeable in EU countries with a low employment
rate, for example, in Spain and Ireland. However, this is
relatively low in comparison to the 74% employment rate in
the United States and the 69% employment rate in Japan.
Proportionally, the employment rate in service sectors makes
up 2/3 of all employees in the EU. /8/

The picture regarding the employment rate is markedly
different in various regions of Latvia (see Chapter
18. Macroeconomic indicators, Section 18.3. Regional

cohesion indicators - Figure 18.3.4.). The employment rate is
at its highest in the Rîga region, in Vidzeme and Zemgale
(from 60% to 62%) and at its lowest - in Kurzeme (57%) and
Latgale (49%). By the end of 2001, the situation had slightly
changes, because a small increase in the employment rate in
Latgale was observed as a result of a growth in economic
activity in Daugavpils and Rçzekne. /1/

In 2001, according to Central Statistics Bureau (CSP) data, the
average registered unemployment rate in Latvia was 7.8% (in

28.1. Proportion of economically active population, employed population and unemployed

¹  November, 1995, persons aged from 15 to 69 years; from 1996 to 2001 average per year, persons aged 15 years and over
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2000 - 8.5%). The highest unemployment rate2 in 2001 was
in the Latgale region (average 15.5%): in the City of Rçzekne
- 10.8%, in Balvi, Krâslava, Preiïi and Rçzekne districts - more
than 20%. The lowest such indicator in 2001 was in Rîga
region - 4.2% (in the City of Rîga - 3.7%, Jûrmala - 8.7%).

In turn, the unemployment rate in the European Union in
2001 was at its lowest rate since 1993 - 7.6% (even for
women this indicator has fallen to 8.7% following a 10 year
period when it had remained constant within a range of 10-
12%). Even though this indicator has improved, it is still some
adrift of the corresponding 4-5% rate in the United States.

As in other countries, the youth unemployment rate is higher
than that among older inhabitants. In 2001, the
unemployment rate among young people in the age group of
15-24 years in Latvia was on average 1.8 times higher than
that for people aged between 25 and 54 years. This is mainly
attributable to the fact that young people who have reached
working age frequently choose not to commence work.
Instead, they continue to study in various academic
institutions (the enrolment in higher education institutions per
10,000 inhabitants in Latvia is one of the highest among EU
candidate countries - 471 students in the 2001/2002
academic year). Another factor that must be taken into
account, is the gradual decline in the population number.
However, the difference between young people and adults is
not as great as in the EU, where the unemployment rate
among people in the age group of 15-24 years is double that
of older people. Within the total unemployment figure, there
has been a slight increase in the number of those out of work
aged between 50-60 years and older (from 19.9% in 2000 to
20.2% at the end of 2001). To some extent this can be
attributed to the gradual increase of the retirement age.
People in this age group tend to find it more difficult to find
employment.

To a considerable extent, unemployment is dependent on the
rate of education, which explains why the lowest employ-
ment rate is that among people with the highest education. In
2001, the average unemployment rate was 3.6 times higher

among job seekers with a primary school education. Of all
employees in 2001, an average of 17.0% (however, this
particular figure has tended to decrease in recent years) had
left school following their primary education or even
beforehand which has a relatively negative effect on the
growth of labour productivity and the quality of production or
services. Correspondingly, there has been as increase in the
number of job seekers with primary or lower education and
also their proportion among the total number of those seeking
work (from 27.9% in May, 2000 to 30.8% in 2001).

The rate  of registered unemployment is almost half as low as
the actual figure, which has been assessed in accordance with
the methodology of the International Labour Organisation.
There are several reasons for this. Not everyone is able to
collect unemployment benefit, because previously they have
made the necessary social security payments; many people
are neither interested in mastering nor able to master re-
qualification programmes, particularly those of pre-retire-
ment age. Not infrequently, there are cases where people
have difficulty in fulfilling all the terms and conditions related
to registered unemployment. What must also be taken into
account is the fact that unemployment status is not ascribed
to persons outside the working age prescribed in legislation.

There is a relatively large proportion of people who are
unemployed who have been unable to find employment for
more than a year. According to the results of the CSB survey
on the labour force (carried out in November, 2001), these
job seekers make up more than 51.9% of all unemployed.
However, according to State Employment Service (SES)
figures, such job seekers make up 26,6% of all registered
unemployed (1999 - 31.1%, 2000 - 29%). The main causes
of long-term unemployment are education that fails to meet
the requirements of the current labour market and outdated
work skills or a lack of work experience.

In characterising employment trends, it is important to take
into account both hidden employment and hidden
unemployment. In accordance with CSB estimates, the share
of GDP made up by the shadow economy is 16-17% (see
Chapter 18 "Maroeconomic indicators", Section 18.7. which
covers the "Shadow economy" indicator - Figure 18.7.1.), in
which approximately half of the shadow economy arises from
unregistered employment. Most of those who are employed,
but who are not officially registered as being such, work in the
construction, retail and wholesale sectors and in various
services. Hidden unemployment also exists in stagnant or
semi-operational companies in which there are shortened
working weeks or employees head off on unpaid vacation
leave when the need arises to halt the production process or
because the production process is of a seasonal nature, for
example, in agriculture and forestry. Of the total working
population in November, 2001, 5.6% of all employees were
forced to work part-time. /1/

Employment policy (see also Chapter 30, "Social problems")
includes such factors as the minimum wage, labour

*  Proportional employment split in population of working age (in accordance with EU methodology - 15-64 years)
**  Proportion of job seekers among economically active population  
*** Proportion of those registered as being among economically active inhabitants (calculated number of economically active

inhabitants)
2   Registered unemployment rate - proportion of those registered as being out of work among economically active inhabitants; in

2003, the number of economically active inhabitants attained through research into the labour force will be utilised for the
calculation of the registered unemployment level.
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protection, and active engagement in the labour market, legal
labour relations.

The basis for employment policy was established in 1992,
when the law "On Employment" came into force. Such
measures as professional training and re-qualification,
temporary paid social work and clubs for job seekers began
to be introduced on a wide scale.

When it entered into the European agreement in 1995 in
Luxembourg, Latvia also undertook to implement EU
requirements in the field of employment - in 1999, the
Cabinet of Ministers accepted the concept "On increasing
employment nationally" which prescribes the annual
development of a Latvian National Employment Plan (NEP).
The first Latvian NEP was produced in 2000, the second - in
2001, the third - in 2002. 

The National Employment Plan produced in 2002 took into
account the employment policy goals set out in the Lisbon
and Stockholm EU summits for 2005 and 2010, as well as the
EU Council employment guidelines for 2002. In Stockholm,
the EU Council, in supporting the goals for 2010 that were
drawn up in Lisbon (employment rate - 70%, including 60%
employment among women), introduced intermediate
assignments for 2005. These prescribed a total employment
rate of 67%, including 57% employment among women and
for 2010, the attainment of 50% employment rate for people
in the age group of 55 - 64 years.

Taking all of this into account, the aim of Latvia's employment
policy is to raise the rate of employment, in the long term

reaching the indicators prescribed by the EU, as well as, to
resolve the problems arising from unemployment. In the
implementation of employment policy, particular attention is
being paid to the following issues:

the harmonisation of the professional training of
inhabitants with the requirements of the labour market;

the expansion of the range of active employment measures
and increased efficiency of such measures;

the implementation of economic policy measures for the
creation of new jobs;

an increase in real income arising from labour.

In accordance with the principles of EU employment policy,
the solution of problems related to employment is not only
being handled by national governmental institutions, but also
local councils, employers' organisations and trade unions.

In 2002, 17.9 million lats have been set aside from State
budget resources for utilisation in measures, activities and
projects promoting employment, which is 13% more than
was spent in 2001 on measures linked to the National
Employment Plan. In 2002, 10.3 million lats were set aside
from other sources for the funding of measures aimed at
raising the rate of employment. In 2003, these figures have
increase and 26.1 million lats (from General budget
resources) and 10.7 million LVL from other sources have been
set aside for the funding of measures aimed at boosting
employment. /1/

The population structure according to employment status
shows that in the middle of 2001, of total number of those
employed, 84.9% were made up of employees, 4.2% -
employers, 6.1% - self-employed and 4.6% were unpaid
family members and relatives employed in family
commercial enterprises.

Compared with average EU indicators, in Latvia there is a
lower proportion of those among the total working
population who are employers or who are self-employed.
Similarly, the number of those in employment who are
employed on a part time basis is relatively low. In Latvia,
according to figures from employment research conducted in
November, 2001 only 11% of working women are employed
part time whereas the corresponding figure in EU countries
is 34%. 

General structural changes in the infrastructure of the
economy are also reflected in employment: the total number
of those employed in sectors manufacturing goods is falling
(particularly in energy, gas and water supply) whereas it is
increasing in the service sector group.

Overall, in almost all the sectors of the economy the trend
has held steady whereby the growth of the sector as a whole
has relatively little impact on the increase of employment
therein. Due to the increased growth and stability of the
private sector, there has been an increase in competition,
which place the onus on companies to find ways in which to

28.2. Structure of employment
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reduce costs. As the style of company management
improves, in many cases one of the main areas of cost
reduction is the reduction of costs related to employment,
which often results in employees being made redundant. In
terms of the Latvian economy, these processes are objective
bearing in mind its low overall rate of productivity. This
explains why future growth too will mainly be based on a
growth in productivity and less upon an increase in the
number of those in employment.

The employment rate of women, which in 2001, compared
with the previous year was hovering within a range of 1.4%.
In 2001, the average figure was 44.2%, (for men the figure
was - 55.3%) which was 11% lower than the corresponding
figure for men. However, the total proportion of women
among the working population has increased to 49.1%.

It should be noted that the proportion of women among
those in the working population with a higher education

exceeds the corresponding figure for men (in 2001. - on
average by 18.4%). However, the proportion of women
among that part of the working population with a primary
education or lower is significantly lower (in 2001 - on
average by 19.9%).

The highest employment rate is in the population age group
between 35 and 44 years - approximately 76% both for men
and women. There is a low employment rate among young

28.3. Proportion of employment in the main sectors of the economy by sex



Sustainable Development Indicators in Latvia 2003

135

people aged 15 to 24 years - 28% (November, 2001) and this
figure has tended to fall (by 3.3% when compared with the
corresponding figure from survey data taken in November,
1999).

In Latvia the share of employed males in all branches of
economy is much higher than that of working females. An
exception is the share of working women in the wholesale
and retail sectors, which has a trend to increase faster than
the share of working males in the same economic activity
type (Figure 28.3.4.).  In addition, in 2000 and 2001, only in
this economic activity type - wholesale and retail sectors - in
total - a little increase of proportion of employment by both
sex can be seen.  

Essentially, ore than half of all women working in the
European Union are employed in four sectors: wholesale
and retail trading; transactions related to real estate
management; in education; and in health and social care. /8/
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