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Abstract  

In terms of the level of self-employment development – the number of enterprises and self-employed persons –, Latvia is very close to the 
average for the European Union. Self-employment is a transitional form from hired labour to entrepreneurship and contributes to the 
formation of the middle class in society. Self-employment of the population in Latvia has a positive effect on the level of employment in 
the country, the rate of economic growth and tax revenues to the budget. This takes place in the absence of government aid to self-employed 
persons. There is a significant unevenness in the development of the country’s regions and there is a need to pay more attention to the 
development of self-employment, primarily in the lagging regions.  
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1 Introduction 

The world experience of the past decades of the 20th century 
and the beginning of the 21st century shows that small and 
micro entrepreneurship is an important condition for the 
recovery of not only the economy, but also of the entire 
social life of society, especially during and after economic 
crises. Therefore, increased attention has been paid to the 
development of small business. The European Union (EU) 
has developed and applied tools to support small businesses 
in accordance with the European SBA (Small Business Act) 
[1]. In the European Union, micro and small enterprises 
account for 98.9% of all enterprises, where micro 
enterprises that employ 1–9 people make up 93% [2]. 
According to statistics, micro-enterprises employ 29.5% of 
all workers in the EU. The number of self-employed persons 
in the EU exceeded 33 million in 2018. This amounted to 
about 17% of the total number of employees. In Latvia, 
105.5 thousand people are self-employed (13.1% of all 
employees) [3]. The share of self-employed workers in the 
workforce is linked to economic cycles, shrinking in good 
times and increasing in bad times. In terms of the level of 
self-employment development – the number of enterprises 
and self-employed persons –, Latvia is very close to the 
average for the European Union. 

2 Analysis of situation  

In international statistics, the employed population is 
usually divided into three groups: self-employed people, 
employees, unpaid family workers. Since self-employed 
persons organise their own business, they are classified as 
entrepreneurs. Unemployment is a socio-economic 
phenomenon in which part of the economically active 

population is not employed in the production of goods and 
services. Unemployed persons, along with the employed, 
form the labour force that is offered for employment in the 
labour market, but may not be in demand by employers. A 
potential employee (unemployed) may not find a job offer 
that is worthy in his/her opinion and a job with the 
appropriate characteristics, including the offered salary. 
Thus, a situation is created in which hired labour can be 
replaced by self-employment [4]. Under certain 
circumstances, a person, both unemployed and employed, 
may have a desire to start his own business, to become a 
self-employed person. Self-employment is a type of 
employment based on labour activity without formal labour 
relations (with an employer or as an employer), and which 
is often associated with small business in trade, services, etc. 
[5]. The state is interested in the development of self-
employment of the population. Having organised his/her 
own business, the unemployed or simply unemployed 
employs him/herself and can gradually increase the number 
of jobs, helping the state reduce unemployment and ensure 
economic recovery.  

Self-employment is a transitional form from hired labour 
to entrepreneurship and contributes to the formation of the 
middle class in society. Therefore, the stated research topic 
is relevant for Latvia. The aim of the research is to identify 
the specifics of self-employment of the population in Latvia. 
The object of the research – the enterprises of self-employed 
persons in Latvia. Research methods: analysis of statistical 
data, expert assessment. 

To determine the desires and wishes of self-employed 
persons in Latvia and identify their reasons, at the end of 
2020 – the beginning of 2021, a survey was conducted both 
among self-employed persons and among employees of 
micro and small enterprises. In total, 217 respondents were 
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interviewed, of which 113 were self-employed persons. 
Almost half of the respondents – 49.68% – assessed the 
assistance from the state as unsatisfactory giving only 1 
point; 31.45% of respondents gave 2 points (very bad) and 
17% – 3 points (bad). Less than 2% of respondents gave 
positive assessment: 4, 5 and 9 points (according to a 10-
point scale). It can be said that the European System of 
Small Business Assistance (SBA) practically does not work 
with respect to the self-employment sector of the country’s 
population. Among the employees of micro and small 
enterprises, more than 2/3 of the respondents did not express 
a desire to become self-employed persons. Most of these 
employees expressed a desire to move to larger enterprises. 
State registration of self-employed persons is carried out as 
an individual entrepreneur or legal entity [6]. The 
fundamental point that distinguishes a self-employed person 
from an individual entrepreneur or company owner is the 
absence of employees. As soon as a self-employed person 
takes on an assistant under a contract of employment, s/he 
actually buys labour and appropriates surplus value, 
therefore, moves from personal labour or craft relations to 
the exploitation of the labour of other people. This person is 

no longer a self-employed person, acquiring the classic 
characteristics of an entrepreneur. The rise in self-
employment has reduced the unemployment rate and 
stimulated the development of small businesses in many EU 
countries [7]. 

3 Conclusion 

Self-employment of the population in Latvia has a positive 
effect on the level of employment in the country, the rate of 
economic growth and tax revenues to the budget. This takes 
place in the absence of government aid to self-employed 
persons. It is very difficult to get the necessary financial 
resources for aspiring entrepreneurs. Most of them do not 
use borrowed resources due to the lack of the possibility of 
obtaining profitable loans. There is a significant unevenness 
in the development of the country’s regions and there is a 
need to pay more attention to the development of self-
employment, primarily in the lagging regions. The main 
factors hindering the development of self-employment of 
the population in Latvia are rather high taxes on employees, 
instability of tax policy and a cumbersome reporting system.  
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