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ABSTRACT 
Providing of sustainability is one of the main priorities in normative documents in various countries. 
Factors affecting regional competitiveness is seen as close to them determining sustainability in many 
researches. The aim of this research was to identify and evaluate main factors of competitiveness for 
statistical regions of Latvia to promote sustainable development of the country, applying the complex 
regional competitiveness assessment system developed by the author. The analysis of the Regional 
Competitiveness Index (RCI) and its sub-indexes showed that each statistical region has both: factors 
promoting and hindering competitiveness. Overall the most competitive is Riga statistical region, but 
the last place takes Latgale statistical region. It is possible to promote equal regional development and 
sustainability of Latvia by implementing well-developed regional development strategy and National 
Action Plan. To develop such strategies, it is necessary to understand the concept of sustainable 
competitiveness. To evaluate sustainable competitiveness of Latvia and its regions it is necessary to 
develop further the methodology of regional competitiveness evaluation. 
 

Keywords: competitiveness, sustainability, factors of competitiveness, matrix of competitiveness level and growth, 
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1. Introduction 
 

Providing of sustainability is one of the main priorities in many strategies, 
development plans and other normative documents in various countries. According to the 
concept of sustainability, it tights together three main aspects of development – economic, 
environmental and social – to ensure “meeting the needs of the present without 
compromising the ability of future generations to meet their needs” (Grant, 2020). 
Competitiveness and sustainability are closely related concepts. Increase of regional 
competitiveness could lead to sustainable development of country and its regions. But it 
is not possible to achieve exactly the same level of development in all regions. Therefore, 
the most important task is not to reduce regional disparities, but to make regions an 
attractive place to live and work, highlighting the advantages of each region and also taking 
into account the factors that hinder the development of a particular area in a particular 
region.  
It is necessary to develop a scientifically based methodology for determining the 
competitiveness of the territory and a model for its evaluation, which would allow to 
identify the factors hindering and promoting development and, consequently, to show the 
possibility to comply with the principles of sustainability. 
The main aim of the research is to identify and evaluate main factors of competitiveness 
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for statistical regions of Latvia to promote sustainable development of the country. To 
achieve the aim, the following tasks were set: 

• to do literature review on the concept of national and regional competitiveness; 

• to identify relations between competitiveness and sustainability; 

• to analyse terms “competitiveness” and “sustainability” in the Latvia’s normative 
documents; 

• to select, systematise and analyse factors and indicators of regional competitiveness 
taking into account specific conditions in Latvia;  

• to develop and calculate Regional Competitiveness Index (RCI); 

• to develop the method to identify factors that promote or hinder regional 
competitiveness in Latvia thus influencing sustainability of the country. 
Novelty of the research is related to the analysis of terms “competitiveness” and 
“sustainability” in the Latvia’s normative documents; development of the improved model 
to evaluate regional competitiveness.   
Research methods: analysis and synthesis, induction and deduction, literature review, 
statistical analysis of quantitative data, index calculation method, ranking, validation. 
Limitations of the research: research period 2000-2019; only quantitative data were 
analysed form official statistical sources; due to time and scope of the study only internal 
factors of regional competitiveness were analysed. 
 
2. Concept of Regional Competitiveness 
 

The essence of competitiveness is not just a macroeconomic issue. It also plays a 
key role at regional, urban and local levels. There is a growing global interest in the 
competitive potential of individual regions and cities, as well as the question of how to 
identify the factors influencing regional competitiveness and develop policies that would 
promote and accelerate the development of these factors. 
Research on national and regional competitiveness and its concepts has been developed 
by several authors, such as: M. Porter (1990, 1998), L. Tyson (1992), M. Storper (1995), P. 
Krugman (1996), E. Helander (2003), S. Pinch, N. Henry, M. Jenkins, and S. Tallman 
(2003), F. Kronthaler (2003), M. Kitson, R. Martin, and P. Tyler (2004), E. Malecki (2004, 
2007), R. Rowthorn (2005), S. Garelli (2006), A. Pike, A. Rodríguez-Pose, and J. Tomaney 
(2006), B. A. Gilbert, P. P. McDougall, and D B. Audretsch (2008), H. Y. Cheung and A. 
W. H. Chan (2011), K. Aiginger,  S. Bärenthaler-Sieber, and J. Vogel (2013), J. Kourilova, 
R. Wokoun, M. Damborsky, and N. Krejcova (2012), M. Delgado, C. Ketels, M. Porter 
(2012), R. Huggins, H. Izushi, and P. Thompson (2013), R. Camagni and R. Capello (2013), 
M. Thissen, F. Van Oort, D. Diodato, and A. Ruijs  (2013), F. Unterlass et al. (2015), K. 
Aiginger, M. Firgo (2015),  Z. Krzelj-Colovic (2015), C. Ketels (2015), M. Muchdie (2017), 
L. Morin and D. Ramon (2017), Y. Shapoval (2018), V. Januskaite and L. Uziene (2018), 
J. C. S. de la Vega, J. D. B. Azorín, A. C. Segura, and M. E. Yago (2019). The main scientists 
from Latvia, who had recently analysed regional competitiveness and its main factors were 
V. Boronenko (2009), S. Ignatjevs (2010), V. Vesperis (2012), E. Racko (2013), E. 
Jermolajeva (2018), B. Rivza (2018), Z. Zeibote (2018), I. Judrupa and M. Senfelde (2018). 
The literature review on concept of national and regional competitiveness shows that 
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competitiveness drivers for nations and regions are almost the same thus it is possible to 
use concepts developed for countries to develop concept of regional competitiveness. 
Mashokhida, Avezov, Palka, and Shakhlo (2018) also concludes the same according to 
sustainability indicators - the indicators of sustainability of the higher-level systems can 
serve as indicators of regional sustainability. But despite this fact regional dimension 
nowadays becomes increasingly important because even in the same country, a certain 
level of differentiation may be observed (Januskaite & Uziene, 2018). The concept of 
national and regional competitiveness and theoretical foundations have historically 
developed over a long period of time, which has allowed to define various drivers of 
competitiveness (see Fig.1). 
 

 
Fig.1. Development of national and regional competitiveness drivers over centuries (made by the author based on 
literature review) 

 
One of the founders of the national competitiveness concept is D. Ricardo, who 
developed A. Smith's idea of absolute advantage and created the concept of comparative 
advantage. The principle of absolute advantages of A. Smith excluded the possibility to 
import goods whose production costs in the country were lower. Such goods had to be 
produced in the country. Ricardo concluded that it is also possible to import goods whose 
production costs in the country were lower. A. Smith based the advantages of the countries 
in foreign trade on division of labour, specialization and absolutely different production 
costs, but D. Ricardo - on the restriction of capital migration, market protection rules and 
relatively different production costs (Krilovs, 2014). 
The further evolution of the concept of competitiveness is related to the economic systems 
existing in the countries in specific time periods, the development trends of economic 
theory, the ongoing economic integration and the development of new industries. In the 
19th century the socio-political environment in the country appeared as an important 
aspect of competitiveness. At the beginning of the 20th century, innovations are 
mentioned as one of the factors ensuring competitiveness. Thanks to the development of 
new, science-intensive industries, the concept of competitiveness is increasingly linked to 
education, knowledge, technological development and innovation. In recent years, the 
concept of competitiveness has begun to be linked to sustainable development, ecological 
factors, smart specialization and even efforts to define happiness as one of the key factors 
in competitiveness. 
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3. Relations between Competitiveness and Sustainability 
 

A new concept of “Sustainable competitiveness” was introduced by Balkyte and 
Tvaronaviciene in 2010. Political topicalities raised a need for development of this new 
concept of the competitiveness and revealing relationships between sustainable 
development and competitiveness (Balkyte & Tvaronaviciene, 2010).  
Nowadays there are more and more investigations in the field of sustainable 
competitiveness at regional level. There is a wide range of regional competitiveness 
researches with the focus on one or another aspect of sustainability, for example 
environment (Ivanov, 2019a), environment sustainability and energy saving (Yfanti, 
Sakkas, Vailakis, & Nistikaki, 2019); natural resources and environment protection (Anicic 
J., Anicic D., & Kvrgic, 2019); or researches that provide a deeper look at sustainable 
competitiveness and observe many factors (for example Herciu and Ogrean, 2014; 
Despotovic D., Cvetanovic, Nedic, and Despotovic M., 2016). However, many researches 
still stream focus on the environment and the economy, or on the economy and its social 
aspects, with both the environmental and social elements of sustainable development 
rarely studied in tandem with economic growth. Sustainable competitiveness as a concept 
and as an approach bridges this gap by merging measures of environmental and social 
sustainability into a synthetic competitiveness framework (Doyle & Perez-Alaniz, 2017). 
Andreoni and Miola (2016) developed a technical report on competitiveness and 
sustainable development goals for European Commission. In this research the definition 
of sustainable competitiveness was “based on the idea that competitiveness today should 
be reached without compromising the possibility of competitiveness tomorrow. 
Sustainable competitiveness is defined as the set of institutions, policies and factors that 
make a nation productive over the longer term, while ensuring social and environmental 
sustainability”. (Andreoni & Miola, 2016, p.13).  
World Economic Forum tried to improve Global Competitiveness Index (GCI) by adding 
two more pillars of sustainability: social and environmental sustainability. They calculated 
Sustainability adjusted GCI for 2014-2015. The findings showed that, irrespective of their 
level of competitiveness, on the two elements of sustainability countries were able to attain 
results that were above or below their competitiveness score. However, the observations 
were that countries in the top half of the competitiveness rankings tent to perform better 
on sustainability as well (Corrigan, Crotti, Hanouz, & Serin, 2014). In 2019 their 
conclusions were similar - countries with the same level of competitiveness were able 
achieve very different environmental and societal outcomes, because of different priorities 
and policy choices made over the course of many years (Schwab, 2019). 
SolAbility (a Swiss-Korean joint-venture) developed the Global Sustainable 
Competitiveness Index. It is published annually since 2012 and it measures current and 
future capability of countries to generate and/or sustain financial and non-financial income 
and wealth for its population. The Global Sustainable Competitiveness Index is based on 
109 quantitative performance indicators, grouped in the 5 pillars of sustainable 
competitiveness: natural capital, resource intensity, intellectual capital, social cohesion, and 
governance (SolAbility, 2020).  
Competitiveness is a complex economic category that is closely related to the country’s 
sustainability (Okuneviciute Neverauskiene, Danileviciene, & Tvaronaviciene, 2020). 
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Sustainable competitiveness includes several interrelated aspects of the concept of 
sustainable development. But there is one important problem with evaluation of 
competitiveness and sustainability at regional level, because the preliminary analysis of 
situation in different countries show that the most known and used ways for analysing 
sustainable development are inapplicable at regional and local levels because of lack or 
inaccessibility of open data at these levels (Ivanov, 2019b). It means that it is necessary to 
select, systematise and analyse factors and indicators of regional competitiveness taking 
into account specific conditions in Latvia. 
 
4. Competitiveness and Sustainability in Normative Documents of Latvia 
 

In Latvia, several laws and normative documents related to ensuring balanced 
regional development have been developed and adopted. The author of the article made 
the content analysis of them to find out what is the concept of competitiveness in 
normative documents in Latvia (see Table 1). 
 
Table 1: Concept of competitiveness in the normative documents of Latvia (made by the 
author) 
Name of the 
normative document 

Drivers of competitiveness Result of 
competitiveness 

Concept of Latvia's regional 
development policy 
(05.12.1996) 

Competitive products 
Education, competitive workforce 

Development 

Regional Policy Guidelines 
(02.04.2004) 

Social infrastructure, investments, transport 
infrastructure, innovations, science and education 

Quality of life 

Regional Policy Guidelines 
for 2013–2019 
(29.10.2013) 

Creative industries, infrastructure, polycentric 
development, natural resources, human resources, 
innovations, skills etc.  

Development 

Regional Policy Guidelines 
for 2021-2027 
(26.11.2019) 

business environment, productivity, human capital, 
efficiency of services (smart solutions), innovation, 
knowledge, transport infrastructure, accessibility and 
living environment, efficiency of administrative work. 

Quality of life 

Latvian National 
Development Plan 2007-
2013 (2006) 

Competitive products, education, skills, technologies, 
coordinated knowledge flow, knowledge management, 
export capacity, creative industries 

Sustainability, 
development 

National Development Plan 
of Latvia for 2014-2020 
(2012) 

Exportable products, favourable business 
environment, research, innovation, education, 
competencies, energy efficiency, human capital, 
growth-supporting territories - availability of services, 
use of territorial potential, natural and cultural capital, 
health 

Growth, economic 
breakthrough, well-being 

National Development Plan 
of Latvia for 2021-
2027(NDP2027) (2020) 

Exportable products, green economy, knowledge and 
innovation, research and science, education, inclusive 
society, competitive enterprises, cross-sectoral 
cooperation, transport infrastructure, smart 
governance, regional development 

Sustainability, quality of 
life, long-term growth, 
productivity, equal rights 

Sustainable Development 
Strategy of Latvia until 
2030 (Latvia 2030) 
(2010) 

Cultural capital, human capital, education, innovation, 
natural capital, spatial development,  innovative 
governance, public participation 

Sustainability, growth, 
quality of life, social 
cohesion 
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From Table 1 it is possible to see that there are many normative documents related to the 
regional development and competitiveness of Latvia. The hierarchically highest national-
level, long-term planning document is Latvia 2030. NDP 2027 is Latvia’s main medium-
term development planning document. All other documents are hierarchically below those 
two. There are many different factors or drivers of competitiveness mentioned in the legal 
acts of Latvia and the main outcomes should be high level of quality of life, rapid economic 
growth and high level of socio-economic development of the country, as well as 
sustainability and welfare of population. 
But there are also several laws in the area of regional development in which 
“competitiveness” is not described or mentioned. Competitiveness was not mentioned in 
the following laws: Law on Specially Supported Regions (22.05.1997, expired on 23.04.2002), 
Law on Territorial Development Planning (15.10.1998, expired on 16.06.2002), Spatial Planning 
Law (22.05.2002, expired on 01.12.2011), Regional Development Law (21.03.2002), Development 
Planning System Law (08.05.2008), Law on Territorial Development Planning (13.10.2011), 
Procedures for Monitoring and Evaluation of Regional Development (01.07.2014), and Action plan for 
economic growth of Latgale region 2018-2021 (19.09.2018). It is understandable that there was 
nothing written about competitiveness and sustainability in the oldest normative 
documents. But the laws and regulations adopted so far in Latvia do not provide the 
definition of competitiveness. Increasing competitiveness is emphasized as a tool to 
achieve a goal. The main goals are related to the sustainable and balanced development of 
the regions of Latvia. But there is the lack of understanding concepts of “competitiveness” 
and “sustainable competitiveness” in Latvia. 
Examining the nature of competitiveness, it becomes clear that it is not possible to analyse 
the competitiveness of goods, companies, industries, regions and countries in the same 
way. However, the different levels of competitive advantage are closely linked, so it is 
possible to conclude that: 

• competitiveness is a multi-level concept. A wide variety of entities compete with each 
other - types of goods, companies, organizations, industries, regions, individual countries 
or their associations; 

• the competition is different at different levels, so the concept of competitiveness will be 
different for each level; 

• all economic levels are closely interlinked; it means that the definition of competitiveness 
requires a structural analysis that allows all levels to be linked. 
Competitiveness is a wide concept and could be analysed from different points of view. 
Analysing the existing research on the essence of competition and competitiveness, the 
author concludes that the essence of competition is the same at all levels - competition is 
a “fight”. There will be only a different object of competition at each level. At the level of 
companies and industry, there is a fight for selling a product or service that will ensure the 
company's survival in a competitive environment. At regional and national level, there is a 
fight for investment and labour to ensure higher level of prosperity and sustainability. 
 
5. Methodology of Development of the Regional Competitiveness Index (RCI)  
 

Competitiveness can only be determined in comparison with other similar objects. 
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Competitiveness assessment criteria can be defined in different aspects depending on the 
task and goal to be solved. Therefore, one of the most important tasks is the selection of 
indicators characterizing the competitiveness of the region, so that they reflect the positive 
aspects of development, efficiency and negative consequences, as well as allow to identify 
the necessary changes in activities to promote sustainability. An optimal system of 
indicators would allow to understand the regularities that determine and influence the 
competitiveness of the regions, to forecast the further development trends and the 
necessary resources to improve competitiveness. 
 
5.1 Model of regional competitiveness 

It is necessary to select adequate indicators to calculate indexes and to characterise 
regional competitiveness. Based on the literature review and analysis of the factors used to 
calculate international indexes, as well as on the previous research (Judrupa & Berzina, 
2015) the author of the article developed the improved Onion model of factors influencing 
regional competitiveness (Figure 2). 
 

 
Fig.2. Onion model of regional competitiveness (made by the author) 

 
In Figure 2 it is possible to see that regional competitiveness depends on competitiveness 
of companies that are producing goods and services in the regions, as well as on the 
competitiveness of country which represents the external environment of regional 
competitiveness. The drivers of regional competitiveness are ten different factors 
interaction and performance of which promotes and ensures higher quality of life, faster 
economic growth and sustainability. They could be defined as the results of higher or lower 
competitiveness. To evaluate each of the factors(Fn) specific indicators (fn) were selected. 
Since the competitiveness is a complex concept determined by a multiplicity of factors, 
the most appropriate way to estimate the level of competitiveness is by using 
multidimensional or composite indicators of competitiveness. Construction of composite 
indicators could be associated with the dilemma of selecting appropriate variables 
(individual indicators) and weights representing their relative importance (priority) as well 
as of choosing an aggregation method (Siudek & Zawojska, 2014). 
Because of the time and scope limitations of the research it was possible to evaluate only the 
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drivers of competitiveness at regional level, without assessment of competitiveness of 
businesses and impact of external environment. One more limitation of the study was the usage 
of only the official statistical data excluding the qualitative indicators. The developed indicator 
system for the regional competitiveness evaluation in Latvia is shown in the Table 2. 
 
Table 2: Indicator System for the Regional Competitiveness Evaluation in Latvia (made by 
the author) 
Fn fn Name of indicators Fn fn Name of indicators 

FC f1 Number of inhabitants, people FS f4 Unemployment rate, % 

f2 Proportion of population under working age, % f5 Average monthly net wage of 
workers, EUR 

f3 Proportion of working age population, % f6 Housing stock per inhabitant, m2 

f7 Proportion of guaranteed minimum 
income benefit recipients in total 
regional population, % 

FIZ f8 Proportion of population with vocational education, 
secondary vocational education and general secondary 
education of the total regional population (15-74 
years), % 

FK f10 Public library readership, people 

f11 Number of museums, museums 

f9 Proportion of population with higher education of the 
total regional population (15-74 years), % 

f12 Proportion of traditional culture and 
amateur art participants of the total 
regional population, % 

FV f13 Number of doctors per 1000 inhabitants, people FP f17 Distance from district centers to 
Riga, km 

f14 Medical personnel with secondary medical education 
per 1000 inhabitants, people 

f18 National and municipal road density, 
km per 1000 km2 

f15 Number of hospital beds, beds f19 Loaded and unloaded cargos in ports, 
t 

f16 Number of deaths per 1000 inhabitants, people f20 Number of passengers arriving and 
leaving with passenger ships and 
ferries, people 

f21 Number of passengers arriving and 
leaving from airports, people 

f22 Availability of computers in 
households, % 

f23 Availability of Internet in households, 
% 

FIN f24 Proportion of enterprises performing research among 
active enterprises in the region, % 

FR f27 GDP per employee, EUR 

f28 Economically active enterprises per 
1000 inhabitants, enterprises 

f25 Proportion of employees in enterprises performing 
research of the total number of workers in the region, 
% 

f29 Added value of agriculture sector per 
inhabitant, EUR per inhabitant 

f30 Added value of industrial sector per 
inhabitant, EUR per inhabitant 

f26 Total expenditure for research,  EUR f31 Added value of service sector per 
inhabitant, EUR per inhabitant 

FD f32 Territory, thousand km2 FE f36 Municipal waste per 1 km2, t 

f33 Sea border, km f37 Hazardous waste per 1 km2, t 

f34 Total stocks of construction materials, % f38 Harmful emissions into the 
atmosphere, t 

f35 Forest cover, % f39 Polluted wastewater proportion of 
the total wastewater, % 
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From Table 2 it is obvious that in total 10 factors and 39 indicators have been selected. 
The choice of the number of indicators depended on the availability of statistics and the 
field that indicators characterised as it was important that the indicators did not overlap. 
 
5.2 Function of the RCI 

The RCI was calculated as an arithmetical mean of all sub-indexes by using 
Formula 1. 

max,→
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where:  
RCI – the Regional Competitiveness Index; 
FC - sub-index of human resources; 
FS - sub-index of social sphere; 
FIZ - sub-index of education; 
FK - sub-index of culture;  
FV - sub-index of health care; 

 
FP - sub-index of accessibility; 
FIN - sub-index of innovations; 
FR - sub-index of economy and production; 
FD - sub-index of natural resources; 
FE - sub-index of ecology; 
N – number of sub-indexes 

 
To develop function of the RCI it was necessary to choose optimal method for 
normalization of indicators. The sub-index Fn of each factor is calculated by taking into 
account the characterising indicators of the factor, applying the min-max normalisation [-
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where:   
Fn – sub-index of the regional competitiveness factors; 
f1 … fn - the actual values of the indicators; 
fmin, fmax - the minimum and maximum values of the indicators; 
N – the number of the indicators. 

 
5.3 Matrix for evaluation of regional competitiveness factors 

In the analysis of the regional competitiveness it is very important which of the 
competitiveness indicators are promoting competitiveness or on the contrary hinders the 
increase of the competitiveness in the region. In order to determine whether the indicator is 
facilitating competitiveness or hindering both its development tendencies and the 
competitiveness level (according to Formula 1) have to be calculated. In order to evaluate 
this, the value of a specific region was compared to the average value 0 and the average 
growth rate of each indicator was calculated by using Formula 3 (Judrupa & Senfelde, 2018): 
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where:    
Tn - the growth rate of the specific factor; 
f1 … fn - the value of the indicator in the current year; 
f0 … fn-1 - the value of the indicator in the previous year; 
n – number of years. 
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Competitiveness level / Growth rate matrix was developed to evaluate whether the 
specific factor is facilitating or hindering competitiveness of regions.   
 

 
Fig.3. Matrix of the competitiveness factors for regions (Judrupa and Senfelde, 2016) 

 
In Figure 3 it can be seen that development currently ensuring are those factors that have 
been with a positive growth rate and have ensured the region’s indicator above the average 
competitiveness level. Development currently decreasing are those factors that showed a 
negative growth and determined the region’s ranking below the average competitiveness 
level. If the development influencing factor in regions is above the average compared to 
other regions but its development tendency is negative, then in future if this tendency 
continues to be the same the region can become less competitive. Such factors are 
competitiveness potentially hindering. If the indicator is comparatively low (below the 
average level) but with a tendency to improve then in future if this tendency persists the 
given factor can become competitiveness facilitating. 
 
6. Results of Calculations – Competitiveness of the Statistical Regions of Latvia 
 

The scale of the research is Mezo level or statistical regions of Latvia and they are 
showed in the Figure 4. 

 

 
Fig.4. Statistical regions of Latvia (Judrupa and Senfelde, 2018) 

 
On the 26th of May, 2003 a Regulation (EC) No 1059/2003 of the European Parliament 
and of the Council on the establishment of a common classification of territorial units for 
statistics (NUTS) was adopted, which entered into force on the 11th of June, 2003 
(Regulation (EC) No 1059/2003, 2003). Under this Regulation, three NUTS levels are 
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defined, with minimum and maximum populations in the areas. Statistical regions of Latvia 
are NUTS 3 level regions.  Riga region is the smallest one and it is the capital of Latvia. 
But it is the cultural, scientific, business centre of the country and its population is 33% of 
the total population of Latvia.   
 
6.1 RCI for statistical regions of Latvia 

The methodology recommended by the author of the article envisages to 
determine the RCI on the basis of 10 main factors. As each of these factors influences the 
regional competitiveness a specific sub-index is calculated for evaluation of the factor. The 
overall RCI is formed as a complex indicator from the mentioned sub-indexes by using 
Formula 1. The results of the RCI calculation for statistical regions of Latvia are illustrated 
in the Figure 5. 
 

 
Fig.5. RCI and its trend lines in statistical regions of Latvia (author’s calculations based on statistics from Central 
Statistical Bureau of Latvia; Latvian Centre for Environment, Geology and Meteorology; State Forest service)  

 
Figure 5 shows that the most competitive is the Riga statistical region, whose RCI in 2019 
was 0,2626. The index of Riga region differed significantly from other statistical regions, 
especially for the period 2000-2007. RCI in 2000-2012 was negative for all other regions, 
but Pieriga region showed one of the highest increases of competitiveness and its RCI was 
positive from 2013 onwards. If to compare RCI results of 2000 with the results of 2019, 
the competitiveness of the regions has increased in the statistical regions of Pieriga, 
Zemgale and Latgale. The differences between Riga statistical region and Pieriga and 
Zemgale regions have decreased, but differences in competitiveness levels of Riga and 
Kurzeme regions have increased. It’s not possible to talk about levelling out regional 
disparities among all regions of Latvia. 
 
6.2 Example of placement of indicators in the Competitiveness level / Growth rate 
matrix 

To illustrate process of evaluation whether the indicator is facilitating or hindering 
competitiveness of region the author chose to show the example of placement of 
indicators (f1, f2, f3) characterising the Human resources’ factor (FC) in the matrix. 
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Fig.6. Placement of Human resource factor (FC) and its characterising indicators in the Competitiveness level / 
Growth rate matrix (author’s calculations) 

 
The analysis of Human resources shows that it could be considered as factor currently 
ensuring competitiveness in Riga and Pieriga regions. It is a factor that currently decreases 
competitiveness in Latgale and Vidzeme regions, because the competitiveness level is low 
and at the same time the development tendencies are negative. For Zemgale region human 
resources is a factor that potentially could hinder competitiveness of the region, because 
now the level of competitiveness is comparatively high, but it has negative growth rate. 
And finally, human resources are a factor that could facilitate competitiveness of Kurzeme 
region in future, because now the level of competitiveness is low, but the positive growth 
is observed for this factor. In the same manner it is possible to look deeper at the human 
resources and analyse all indicators used to calculate Human resources sub-index. During 
the research author of the article analysed all factors and indicators used to calculate RCI 
and their placement in the Competitiveness level / Growth rate matrix.  
 
6.3 Evaluation of factors facilitating or hindering competitiveness of the regions 

However, the analysis of the RCI sub-indexes revealed that each statistical region 
has both competitiveness-facilitating and competitiveness-hindering factors. The levels of 
competitiveness of Latvia's statistical regions by sub-indexes of the RCI are shown in 
Figure 7. 
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Fig.7. The average level of competitiveness of Latvia’s statistical regions broken down by RCI sub-indexes for 2000-
2019 (author’s calculations) 

 
Figure 7 shows that the most competitive is the Riga region, for which the radar graph is 
the widest. Latgale statistical region is the least competitive. However, it is also clear that 
each region has its own competitive areas. For Riga region they are culture, education, 
health, accessibility, innovation and production. Pieriga region is competitive in terms of 
human resources, social area and ecology. The most competitive areas of Kurzeme region 
are the existence of natural resources, ecology, as well as the social sphere and production. 
The most competitive field for Zemgale and Latgale regions is ecology. However, Zemgale 
region has a relatively higher competitiveness in terms of human resources, social sphere 
and health, but Latgale region in terms of education and culture. 
Based on the analysis of indicators it was concluded that the factors influencing 
competitiveness may have different effects in different regions. Therefore, when 
developing a regional development strategy, special attention must be paid to the factors 
that hinder the development of a given region the most. These are mostly the low level of 
innovation, insufficient production, social sphere and accessibility in Latgale region, as well 
as the field of ecology in Riga region. For better understanding of competitiveness driving 
factors and their changes in the regions of Latvia the author of the article did also the 
analysis of historical development of Latvia’s regions.  
 
7. Conclusions 
 

In global practice, there are very different approaches to identifying the factors 
influencing regional competitiveness, which can be combined into two main ones: 

• a macroeconomic approach that takes into account only national or global factors; 

• a microeconomic approach that also looks at competitiveness of companies in specific 
regions. 
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Competitiveness drivers for nations and regions are almost the same thus it is possible to 
use concepts developed for countries to develop concept of regional competitiveness. But 
at the same time it is not possible to use unmodified models developed for evaluation of 
national competitiveness to evaluate regional competitiveness because very often there is 
a lack of all necessary statistics at regional level. The other reason to develop models to 
evaluate competitiveness of regions is specific factors, drivers of competitiveness for each 
specific region.  
Various factors and indicators are used to evaluate sustainability and competitiveness could 
be seen as one of the drivers to promote sustainability of regions. Competitiveness is a 
complex economic category that is closely related to the country’s sustainability. The 
concept of sustainable competitiveness was developed recently, but there is still possibility 
to improve and develop this concept and methodology of evaluation of sustainable 
competitiveness in the future. 
Laws and regulations adopted so far in Latvia do not provide the definition of 
competitiveness. The main objectives mentioned in the normative documents are related 
to the necessity of sustainable and balanced development of the Latvia’s regions. There is 
the lack of understanding concept of “sustainable competitiveness” at the level of public 
administration in Latvia. 
After the analysis of the RCI, it can be concluded that the most competitive is Riga 
statistical region, Pieriga region takes the 2nd place. Kurzeme and Vidzeme regions share 
3-4 places, Zemgale region ranks the second last and Latgale region takes the last place. In 
2019 only the Riga and Pieriga regions had the level of competitiveness above the average, 
in other statistical regions it was below the average. The competitiveness level has 
increased in Pieriga, Zemgale and Latgale regions. For Latgale region increase of 
competitiveness is highly desirable, because Latgale takes the last place among all regions 
of Latvia in terms of competitiveness.  
Despite the different levels of competitiveness of statistical regions, each region has its 
own factors promoting or hindering competitiveness. The most competitiveness-
promoting factors are in Riga region, but the least amount of such factors are in Latgale 
statistical region. 
Socio-economic differences have existed in Latvia both during the first state-independence 
and they continue to exist also nowadays. The accents and main directions of economic 
activities have changed, but the basic geographical advantages have been and remain 
unchanged. 
To evaluate sustainable competitiveness of Latvia and its regions it is necessary to develop 
further the methodology of regional competitiveness evaluation and select indicators to 
calculate Sustainable Regional Competitiveness index (SRCI) for regions of Latvia. It is 
possible to expand the model of competitiveness by adding indicators from external 
environment of regions, as well by adding more indicators that characterise sustainability. 
To highlight the importance of the sustainability factors relative weights could be used to 
calculate the SRCI for each region.  
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