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Latvia 

Did you know…? 
 

Geography The country is 

one of the "Baltic States". It is 

bordered to the north by 

Estonia, to the south by 

Lithuania and Belarus, and to 

the east by Russia. 
 

History  The Republic of 

Latvia was founded on 18 

November, 1918. In 1940, the 

country was incorporated into 

the Soviet Union. In 1991 

Latvia declared the restoration 

of its de facto independence. 
 

Languages Latvian is the 

official language. Latvian is an 

Indo-European language and 

along with Lithuanian the only 

two surviving members of the 

Baltic branch. 
 

European Union Latvia joined 

in 2004, together with the 

other East and Central 

European countries.  
 

Fun Fact  Mark Rothko 

(Latvian: Markus Rotkovičs), 

was an American painter of 

Latvian Jewish descent. He is 

generally identified as an 

Abstract Expressionist. With 

Jackson Pollock and Willem 

de Kooning, he is one of the 

most famous postwar 

American artists. 

 

This triggered a bold response at 

the national and at the European 

level. To address the crisis, 

Latvia reached an agreement 

with the EU, the IMF and regional 

neighbors on a medium-term 

financial assistance program in 

December 2008, which was 

provided for three years. 

 

Latvia undertook a wide range of 

structural reforms, and there was 

a significant acceleration in the 

absorption of EU structural funds 

and strengthening of the social 

safety net to protect the most 

vulnerable. The program proved 

a success, as the Latvian 

economy returned to growth in 

2011. 

 

After a recent slowdown, 

improved external demand and 

investment are expected to 

provide 4.2% GDP growth in 

2017.  The deficit is expected to 

remain stable despite a costly tax 

reform.  Growth is anticipated to 

stabilize around 3% in 2018-2019, 

while wages grow and 

unemployment decreases from a 

shrinking labor force. 

An overview of Latvia’s economy 
Latvia received assistance from the EU to combat the recession, and has 

rebounded relatively well. Latvia joined the euro area on 1 January 2014 

as its 18th member.  

Latvia joined both NATO and the 

EU in the spring of 2004. Since  

2000 until 2007, Latvia has enjoyed 

one of the fastest (GDP) growth 

rates in Europe. Growth was driven 

primarily by credit-fuelled 

consumption, and an increase in 

private debt. International capital 

inflows, rapid credit growth, and a 

business-friendly environment 

resulted in GDP increase by 34% 

between 2004 and 2007 and total 

employment growth by more than 

10%. However, the boom was not 

sustainable and significant 

imbalances developed: imports 

were growing much faster than 

exports. 

 

In 2008-09 the economy entered a 

severe recession, with 18% GDP 

contraction in 2009 alone, reflecting 

a combination of a sudden stop of 

capital inflows, a freeze on liquidity 

and weak external demand, 

exacerbated by the loss of 

competitiveness dating back to the 

boom years. This was further 

aggravated by the unfolding global 

financial crisis. 

 

These developments inevitably had 

a significant impact on public 

finances with budget deficit 

widening from 0.3% of GDP in 2007 

to 4.2% in 2008; worryingly, in 

summer 2009 budget deficit was 

projected to go well above 15% of 

GDP by the end of the year in the 

absence of a significant 

consolidation package. 
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Economy Latvia operates one 

of the largest underground gas 

storage facilities in Europe and 

the only one in the Baltic 

states. Unique geological 

conditions and other locations 

in Latvia are particularly 

suitable for underground gas 

storage. Latvia exports food 

products, wood and wood 

products, metals, machinery 

and equipment, textiles. 
 

Taxes A recent tax reform 

plan will decrease the 

corporate income tax and 

standard personal income tax. 

Both of these decreases will 

reduce government revenues.  

An increase in excise duties, 

aligning wage and capital 

income tax, and increasing 

VAT administration, should 

help compensate for the 

decreased revenues.  
 

Inflation Now that Latvia has 

joined the Euro, monetary 

policy is set by the ECB 

system, of which the Central 

Bank of Latvia is a member. 

Inflation is relatively high 

compared to other Euro Area 

members, with an expected 

rate of 2.9% in 2017 through 

2019. 
 

Agriculture. Latvia's 

environment has benefited 

from a shift to service 

industries after the country 

regained independence; the 

main environmental priorities 

are improvement of drinking 

water quality and sewage 

system, household, waste 

management, and air pollution. 

Latvia’s Economy – Key Facts 
 

 

• GDP per capita in Latvia is below the European Union average. 

Latvia has around 2 million inhabitants and is not very densely 

populated.  

 

• The World Economic Forum (WEF) Global Competitiveness Report 

for 2017/2018 ranked Latvia 54th out of 137 countries in terms of 

competitiveness. A strong point for the economy is its 

macroeconomic environment (23rd).  

 

• The World Bank’s Doing Business Report ranked Latvia 19th out of 

190 countries in 2018. Latvia has low and simple tax regime, easy 

access to credit, strong enforcement of contracts and little red tape. 

 

• According to the European Commission's Autumn 2017 forecast, 

economic growth will continue to increase with projections of 4.2% 

in 2017, followed by a slow to 3.2% in 2019. General government 

debt, which has increased from its pre-crisis level of 9% of GDP to 

more than 40% of GDP, is projected to decline to 39.1% in 2017. By 

2019 it is expected to be 35.8%, after the country makes a large 

repayment of EU financial support.  The government deficit is 

projected as 0.9% in 2017  and is set to increase to 1.1% by 2019. 

 

• Latvia's labor market has improved considerably since the crisis, 

and unemployment has fallen to an expected 8.4% in 2017 from a 

high of 20% in 2010. Despite little to no employment growth, the 

shrinking labor force is pushing wages higher and decreasing 

unemployment. 
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