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Abstract  

Self-employment is a form of employment of the population, when people independently find for themselves some kind of economic 
activity. One of the ways to solve the problems of employment in the regions is to promote self-employment. The research aims at 
identifying the features and differences in the formation of self-employment in the regions of Latvia and determining the prospects for its 
further development. The regions of Latvia are developing unevenly in economic terms. The number of working-age population is 
drastically reduced. To improve this situation, it is necessary to reduce the uneven economic development of the regions of Latvia, to offer 
residents the opportunity to work in the places where they live. One of the promising options is the organisation of local self-employment.  
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1 Introduction 

Self-employment is a form of employment of the population, 
when people independently find for themselves some kind 
of activity that provides them with a certain level of income 
sufficient for living [1]. Self-employed people themselves 
are fully responsible for positive or negative work results. 
Self-employment in Latvia occurs more frequently in the 
service sector of the population. 

In the foreign literature, one can find the definition of 
self-employment of the population in the narrow sense of 
the word as an alternative to unemployment. For regions 
with high unemployment in some countries, for example, in 
France, a promising, albeit expensive, way to combat 
unemployment is considered to be a replacement of 
unemployment benefits with subsidies to set up one’s own 
micro enterprises. To a large extent, alternative methods of 
dealing with unemployment are focused on risk groups, and 
special features of different groups are taken into account: 
unemployed youth, long-term unemployed, etc. 

2 Overview and analysis 

The main factors determining the characteristics of the 
labour market in Latvia are the following [2]: 

• continuing decrease in the total number of 
economically active population of the country due to 
the constant outflow of the working population to a 
country with a higher standard of living; 

• constant increase in the number of undocumented 
self-employed citizens; 

• discrepancy of the labour supply according to the 
professional and qualification structure to the 
requirements of employers, including discrepancy 
between supply and demand in the labour market by 

professions, specialties requiring a high level of 
qualification of employees; 

• inadequacy of the structure and quality of vocational 
education of personnel to the needs of the labour market; 

• saturation of the labour market with unemployed 
graduates of secondary and vocational schools; the 
expansion of secondary employment. 

One of the ways to solve the problems of employment in 
the regions is to promote self-employment, involve the 
unemployed population in entrepreneurial activities. It is 
known that hired labour implies a complete economic and 
personal dependence of employees on the employer, while 
self-employment, on the contrary, determines its absence. 

The promotion of self-employment leads to the 
implementation of the following functions: 

• promoting inventions and innovations, which 
accelerate the development of innovative processes; 

• creating new jobs; 
• increasing the level of competition on the market of 

goods and services, which, in turn, brings benefits to 
consumers; 

• raising the standard of living of the population by 
increasing its income; 

• easing the situation on the labour market, as self-
employment is a direct alternative to unemployment. 

The research aims at identifying the features and 
differences in the formation of self-employment in the 
regions of Latvia and determining the prospects for its 
further development. 

The Republic of Latvia is divided into four historical 
regions (Zemgale, Kurzeme, Latgale and Vidzeme).  

Separately, the capital of the country, Riga, and Riga region 
are considered. Table 1 demonstrates the average statistics for 
five regions of Latvia in the period of 2014–2017 [3]. 
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TABLE 1 Average annual statistical data on self-employed persons in the regions of Latvia  

Regions Riga & district Latgale Zemgale Kurzeme Vidzeme 
Unemployment, % 7.4 18.1 12.3 11.3 11.5 

Income of 1 taxpayer, € 8102 5316 5474 4981 4957 
Ratio of self-employed persons to economically active residents, % 8.03 8.26 7.83 10.9 11.8 

Riga and Riga region are the leaders in income per self-
employed resident, and the unemployment rate in this region 
is the lowest in the country. Latgale region has the highest 
unemployment rate in Latvia, the income of a self-employed 
person is average in the country. In the three remaining 
regions, the unemployment rate is average (11–12%), as the 
income of self-employed persons. Self-employed persons 
make up an average of about 9.4% of the economically 
active population in the country. The largest percentage of 
self-employed persons among the economically active 
population live in the regions of Kurzeme and Vidzeme. 

Revenues to the state budget come in the form of taxes 
mainly from Riga and other major cities in Latvia. In each 
of the regions of Latvia there are such cities. It is necessary 
to point out that tax revenues from Riga exceed almost 3.5 
times that of the four other largest Latvian taxpayer cities 
combined (these are the cities of Daugavpils, Liepaja, 
Jelgava and Jurmala). Large tax revenues go to the state 
budget also from the districts located near Riga: Marupe, 
Kekava, Salaspils and some others. 

Many residents of Latvia, especially from rural areas, 
tend to move to the capital or other large cities, where it is 
easier to find good jobs and earnings. According to statistics, 
the average monthly salary in Latvia in the third quarter of 
2017 was 925 € gross. The average salary in the country 
increases annually by 5 %. However, it remains more than 
three times lower than in the highly developed countries of 
Western Europe. Therefore, the departure of many residents, 
mainly young people, continues to more prosperous EU 
countries for work and residence. Every day a few dozen 

people leave Latvia. The programme to return to the 
homeland of people who have left for work in other 
countries, unfortunately, does not bring noticeable results. 
Within a year, only a few hundred people return, while 
thousands are leaving. 

3 Conclusion 

The regions of Latvia are developing unevenly in economic 
terms, the development of Riga as the capital of the country 
is most successful. This causes the migration of the 
population to more successful cities and regions, and part of 
the population goes abroad to earn money. The number of 
working-age population is drastically reduced. The current 
state programme for the return of residents to their 
homeland with the payment of benefits to them is not 
effective. To improve this situation, it is necessary to reduce 
the uneven economic development of the regions of Latvia, 
to offer residents the opportunity to work in the places where 
they live. One of the promising options is the organisation 
of local self-employment, as exemplified by many 
developed EU countries. At present, such a programme of 
support for micro and small businesses exists, but it does not 
function well enough, as the allocated funding is not enough. 
Courses for start-up entrepreneurs should be organised, 
privileges for the first years of operation of newly organised 
enterprises should be introduced, taxes reduced, etc. Only 
the adoption of emergency measures will improve the 
situation with a catastrophic decline in the number of the 
country’s working population. 
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