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Latvia,aEuropeanUnion(EU)membercountrysince2004,islocatedatthecrossroadsofnorthernandeastern
Europe,ontheeastcoastof theBalticSea.TheRepublicofLatviaisborderedbyEstoniatothenorth,Russia
andBelarustotheeastandLithuaniatothesouth,andhasamaritimeborderwithSwedentothewest.Other
neighbouringcountriesincludeFinland,Poland,DenmarkandGermany.Itisthisstrategiclocationthathasbeen
themajorinfluenceonLatvia'sdiversehistoricalandculturalexperiences.Tothisday,thatlocationcontinuesto
haveamajorbearingonLatvia'seconomicsuccess.

LatviaisoneofEurope'sbesteconomicperformersandoneofthemostactivemembersoftheeconomiczone
surrounding the Baltic Sea. Economic growth in Latvia has been achieved under the conditions of a stable
macroeconomicenvironment.

Keyfacts
Politicalsystem Republic,parliamentarydemocracy 

Internationalmembership MemberofEUandNATOsince2004

 MemberofWTOsince1998 

Capital Riga(populationalmost1million),thelargestcityinLatviaandtheBalticStates 

Population(2004) 2.308million 

Area 64589km2with498kmofcoastline

Language Latvian(official);English,Russian,andGermanwidelyspoken 

Timezone GMT+2hrs 

Currency 1‘Lats’(LVL)=100‘santims’=1.422872EUR(peggedtoEURsince2005)

 
Latvia’smost substantial advantage lies in ourwell-qualifiedand skilled human resources – our people, their
knowledgeandunderstandingoftheregionandtheEuropeanbusinessmentality,andtheirbroadlinguisticabilities.
Latvia'sgovernmenthasundertaken toencourage intensiveutilisationofknowledgeandhigh technologies. Its
statedprioritiesarethedevelopmentofknowledge-intensivesectorsandthegrowthofproductswithhighadded
value,aswellastransitionfromalabour-intensiveeconomytoaknowledge-basedeconomytobestutilisethe
skilledworkforce.

Introduction
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MacroeconomicDevelopment

Latvia can be pleased that it has experienced
one of the fastest rates of economic growth in the
EU in recent years. Reforms carried out during the
last decade have strengthened the private sector,
investment continues to increase strongly thereby
promoting themodernisation ofmanufacturing and
movementtonewtechnologies.AccessiontotheEU
has had a particularly positive effect on economic
development and has strengthened confidence that
growthwillremainsustainableinthefuture.TheEUis
Latvia'smaintradingpartnerandLatvianlegislation
isharmonisedwithEUregulatoryrequirements.


GDPannualgrowth(billionsEUR,f–forecast)

8% 6.4%
7.5%

8.5%
7.5%

Source:MinistryofEconomics,RepublicofLatvia

At theendof2003, foreigndirect investment (FDI)
stock in Latvia amounted to 1775.3million LVL or
28.1%ofGDPand thevolumeofFDI inflowin the
last three years equalledonaverage10%of fixed
investment.

CorporateTaxationinLatvia


Tax-toGDPratiosinEuropeancountriesin2003(%)

8% 6.4%
7.5%

8.5%
7.5%

Source:Eurostat,01.2005

– Latvia'soveralltaxburden(includingtotalamount
of taxes and social security contributions) is one
of the lowest in the EU. In 2003 the tax-to-GDP
ratioinLatviawas29.1%(theaveragetaxburden
acrossall25EUcountrieswas41.5%inthesame
period)

– The Corporate Tax rate was reduced to 15% in
2004(comparedtoanaverageof31%inEU-15)

– TaxincentivesinSpecialEconomicZones(SEZs)

Start-upandDoingBusiness

–CompanyregistrationproceduresinLatviaarefast
andstreamlined,allowingfortheestablishmentof
abusinesswithinaslittleastwobusinessdays

– Preferentialworkandresidencepermitformalities
forkeycompanypersonnel

– Location, establishment and local networking
guidance provided by the Latvian Investment
and Development Agency, regional development
agenciesandlocalauthorities

– The government has developed state support
programs,co-financedfromEUstructuralfunds,for
enterprisesregisteredinLatvia.

BusinessEnvironment
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Economicactivity related to theproductionof ICT
goodsandservicesmadeuparound6%ofGDPin
2003.
Inthemanufactureofofficemachineryandcomputers,
thevalue-addedcreatedin2003was0.1%ofGDP.
Computers for domestic consumption are mainly
imported and in 2003 those imports increased by
9.9%over2002,butexportvolume,althoughalmost
ten timessmaller thanimport, increasedby10.7%.
Foreign investors have also shown interest in the
developmentofthissectorinLatvia.
Thevalue-addedincomputersandrelatedactivities
in 2003 reached some 0.9% of GDP. Export in
2003 was 22% higher than in 2002, but imports
grewevenmore–by24.4%.Softwaredevelopment
easily makes up the largest share of this sector –
approximately75%.
The value-added in telecommunications reached
4.4%ofGDP in 2003,which is also the year the
marketwasliberalised.Growthisencouragedbythe
rapidlyincreasingnumberofpermanentInternetusers
andmobiletelephoneusers.Thegrowingpopularity
ofelectronicpaymentsisalsoveryimportantforthe
developmentofthissector.
Themost significant changesare in turnoverwhich
hasrisen  rapidly at more than20%average
growthperyear.

TurnoverofenterprisesbyICTactivity(millionsEUR)

8% 6.4%
7.5%

8.5%
7.5%

Source:CentralStatisticalBureauofLatvia(CSB)

EnterprisesinvolvedinICTactivity(attheendofyear)

8% 6.4%
7.5%

8.5%
7.5%

Source:CSBofLatvia


Theincreaseinnumbersofemployeeshasremained
relativelystablewith5.2%annualgrowthoverrecent
years and actual employee numbers exceeded
20000attheendof2003.
The successful growth of the ICT sector is founded
mainly on ICT service activities which make up
93.6%ofturnoverforthewholeindustry.Thehighest
share of this comes from the telecommunications
and software development sectors so thesewill be
coveredinmoredetail.
At the end of 2003, accumulated foreign direct
investment in the sector amounted to 13.9million
LVL. Several foreign investment projects have been
establishedinLatvia'sICTsector.

SoftwareIndustry

The main areas of specialisation for Latvian
enterprises are: software development and re-
engineering,informationsystemdesign,development
and implementation, the introduction of enterprise
resourceplanning systems, implementationof state-
of-the-art Internet B2B solutions, development of
computerisedsoftwaretools,developmentofpayment
cardsystems,andlocalisationofimportedsoftware.

ICTinLatvia'sEconomy

ForeigninvestmentprojectsinLatvianICTsector

TiltsCommunicationsA/S
(Denmark)

Acquisition of the national fixed telecommunications, IT & IS provider
Lattelekom

Tele2Aktiebolag(Sweden) Acquisitionofalocally-establishedmobileoperator;mobile&fixedtelecoms,
internetservices

TeliaAktiebolag(Sweden) Sharesinthemobilemarketleader;internet&datanetworkingservices

Microsoft(USA) Salesandcustomerservice,HQfortheBalticStates

ExigenGroup,Inc.(USA)
Acquisitionofa local softwarehouseSWHTehnologijaandDATI;business
process software development for the financial, communications andpublic
sectors

TietoEnatorFinancial
Solutions(Finland/Sweden)

Acquisition of a Latvian software house; software development of banking
solutionsandPOC/POSsystems

Source:LatvianInvestmentandDevelopmentAgency(LIDA)
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Thesecompaniesareoperating successfuly,having
growing turnover and profit. Average turnover
and profit per employee in the software industry
significantly exceeds the averages for the overall
Latvian economy. This proves that this is a highly
productiveanddevelopingsectorandthatexpansion
of it will have substantial benefits for the Latvian
economy.
Morethan70%ofcompaniesinthesectoroperate
with high added-value, especially in software
development, training services, integration services
andconsultancy.Thedevelopmentofthesecompanies
is in line with the aims of the ”United strategy for
Latvia's economy” – promoting the development of
companieswithhighadded-value.
In 2004, a study was carried out and data
collected from24 Latvia-based softwarecompanies
–developmentand integrationcompanies, retailers
andallmajordistributors.Forhalfoftherespondents
turnoverin2003wasabove2millionLVL.Mostof
therespondentcompaniesmadeaprofitin2003.The
majorpartofturnoverisconcentratedinwholesale,
whereaddedvalueisrelativelylow.Thenextlargest
turnover is in software development, where added
value is very high. This sector is made up with a
mixture of locally-held (50%) and wholly foreign-
owned(33%),withtherestbeingjointventures.


Basicbusinessactivity(%oftotalnumber)

8% 6.4%
7.5%

8.5%
7.5%

The major local ICT service organisations have
collaboratedtoformtheLatvianISCluster.Thelatest
data on the results achievedby ISClustermember
companiesshowthatinitialgoalsarebeingreached
successfully and that growth indicators have been
increasingyearonyear.
Thevolumeshareofsmallandhomeofficeorindividual
buyersisinsignificant.98%ofturnoveriswithinthe
B2B sector, a figure that conforms to the average
percentageacrossEasternEurope.UsageofITbysmall
andmediumenterprisesinLatviaisstilllowerthanthe
EUaverageandthereforehasahighgrowthpotential.

ElectronicCommunications

The entire electronic communications sector
was opened up to competition in January 2003.
In October 2004 Latvia adopted a new Law on
ElectronicCommunicationsthatensuresconformance
withtheEUregulatoryframework.
Morethan300companieshavedeclaredtheirintent
toparticipateintheelectroniccommunicationsmarket
(many companies are already licensed for several
typesofservices).Thenumberofcompanieslicensed
tooperatepublicnetworks in Latvia iscurrently the
highest(percapita)intheEU.
Competition has already pushed tariffs down and
expanded the range of services available. When
new pricing schedules were announced in 2004,
customers gained the option of choosing tariffs to
suit their needs. Internet priceswere also reduced,
and thatcombinedwithan increase inavailability,
led to a 64% increase in DSL connections during
thefirstninemonthsof2004.Cooperationbetween
companiesalsocontinues to improve,asshownby
29 new inter-connection agreements (making 58
agreementsinall).
Figures show that the progress rate of newcomers
in Latvia is higher than the EU15 average level
aftermarketliberalisation,andinlinewiththemost
successfulEU15countries.




GrowthindicatorsfortheISCluster(2003–estimated)

IScluster’sturnover(LVL) Growthrate

2003(estimated) 2002(audited) Turnoverincrease
2003/2002 % Averageweighted

growth,2003/2002

Turnover(LVL) 46.741.347 43.352.157 3.389.190 7.82% 12.23%

ICTinLatvia'sEconomy

Source:LICTA,2004

Source:LatvianInformationandCommunicationTechnology
Association(LICTA),2004
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Marketshareoffixedincumbentaftermarketliberalisation
(localandtrunkcalls)

8% 6.4%
7.5%

8.5%
7.5%

Source:PublicUtilitiesCommission(PUC)ofLatvia

Electronic communications can be considered a
profitable business – 7.8% of accumulated foreign
direct investment has been made in this sector.
Lattelekom, the incumbent fixed telecoms operator,
aswellasLMTandTELE2,thecountry’stwolargest
mobile phone companies, posted Latvia’s highest
profitabilityindicators–19.4%,32.5%and26.5%
respectivelyin2003.


Shareoftelecommunicationsmarketbynumbersofusers
(formobile–contractandpre-paidcardsincluded)

8% 6.4%
7.5%

8.5%
7.5%

Source:TelecommunicationsAssociationofLatvia,2004

Lattelekom is the most experienced electronic
communicationsoperator in Latvia,providingbasic
telecommunications, data transmission, Internet
and contact centre services, as well as integrated
telecommunications and IT solutions, and business
processoutsourcingservices.Overthelasttenyears
thecompanyhasinvestedmorethanEUR700million
inmodernisingitsfixedtelecommunicationsnetworkin
Latvia.Lattelekomalsoprovidesservicestocustomers
inLithuania,Estonia,SwedenandFinland.
Currentlyotheroperatorsareabletosignagreements
andprovideinternationalanddomesticlongdistance

callstoLattelekomnetworksubscribersbymeansof
carrierselectionorpre-selection.
FromApril2005otheroperatorswillbeabletosign
agreementsandalsoprovidelocalcallsandcallsto
mobilenetworkstoLattelekomnetworksubscribersby
meansofcarrierselectionorpre-selection.
The demand for mobile communications services
continuedtogrowrapidlyin2004demonstratingthe
dynamic development of the sector. The increased
affordability of mobile communication services,
coupledwiththereductioninmobiletelephoneprices
andservicechargeshavebeen thedecisive factors
in causing suchdynamicgrowth in thenumbersof
users.Latviaexperiencedthesecondhighestincrease
ofmobilephoneusersinEuropelastyear.Attheend
of 2004, mobile penetration had reached 67%.
ThetwolargestmobileoperatorsareLMTandTELE2,
but newcomers virtual operator ZetCOM and new
CDMA technologyplayer Triatel havealso hadan
impactonthemarket.
LMT is the firstand themobilenetworkoperator in
Latvia, providing highquality service and themost
extensivenetworkcoverageinthecountry(morethan
97%ofthecountryandalsointhenumberofpeople
who have access from their place of residence).
LMThasoperatedsince1992andhasthestrongest
positionontheLatvianmarket.Thecompanyachieved
about17%increaseinrevenueand32%growthin
itsnumberofusersduring2003.
TELE2, a subsidiary of one of the biggest mobile
operators in Europe - Swedish company TELE2AB
purchased local mobile operator Baltkom GSM in
2000.In2003,theyattainedrapiddevelopmentwith
about32%growthofrevenueanda45%increase
inusers.
The rapid development of Internet services, growth
inthenumberofInternetserviceprovidersandusers
resulted in about 45% annual increase of ISPs'
turnover.
Total international ISP internet capacity has grown
morethanten timesduringthe last threeyearsand
continued rapidgrowth is forecast for thenext few
years.


Annual%increaseinmobileusers(June2003-June2004)

ICTinLatvia'sEconomy

8% 6.4%
7.5%

8.5%
7.5%

Source:EK,LETA-EPI
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TotalinternationalISPinternationalcapacitygrowth,Mb/s.
f–forecast

8% 6.4%
7.5%

8.5%
7.5%

Source:LETA-EPI

The telecommunications market has shifted
dramaticallyinLatviaduringthepast5-6years.The
introductionofrapidlyevolvingmobiletechnology
togetherwithatotalupgradeofthefixednetwork
from the old analogue to a modern digital one,
havegivenLatviaaverygoodstartingpositionfor
movingaheadquickly.Ihaveseenlarge,complex
projects being delivered in time because of the
contribution of very skilled and very motivated
individualskeentodemonstratetheirabilitiesand
commitment.This,togetherwiththeattractivetotal
cost level, produce an environment with good
development opportunities for the fast-moving
telecomsandIT-industries,bothlocallyandabroad.

ErikHallberg
SeniorVicePresident,TeliaSonera(ownerofLattelekom)
Norway,DenmarkandBalticcountries
ResponsibleforTeliaSoneraBalticCountries



InformationSociety

Latvia's government has announced that the
development of an information society is a priority
for the country. Supervision of the IT sector has
beenallocatedtoadesignatedMinisterforSpecial
Assignments for Electronic Government and his
secretariat.Currentlythesecretariat'smaingoalsare
toincreaseLatvia'scompetitiveness,thedevelopment
of plan to implement e-signatures, and the
implementationofelectronicpurchaseproceduresfor
publicsectorprocurement.Newlegislationisbeing
developedtobringLatviaintolinewithEUdirectives
onintroducingeffectiveanti-piracymechanisms.
An“Informationsocietyande-governmentinvestment
programme for 2005-2009” has been developed
and 41 project proposals have been submitted
with18of themalreadygainingsupport (totalsum
15.8millionEUR).
TheprojectLatvia@worldwasdesignedtoaccelerate
thedevelopmentofanInformationSocietyandattain
a critical mass of Internet users. It aims to assist
Latvia's population to overcome the digital divide,
stimulateregionaldevelopmentandpromoteaccess
to public and private business services that are
availablethroughtheInternet.
Aworkgroup,consistingofgovernmentandLatvian
Information Technology and Communication
Association(LICTA)representatives,hasbeencreated
and is working on regulations to reduce taxes for
hardware,softwareandInternetconnectionsobtained
for household usage in order to encourage and
increasetheutilisationofcomputersinhouseholdsby
givingordinarypeople theopportunity topurchase
cheaphardwareandsoftware.
The“Lightnetwork”projectforeseesdevelopmentof
a unified state, municipal and other public library
information system.As the outcome of this project,
everybodyinLatviashouldhaveaccesstoamodern
library with at least five computerised workplaces,
to the unified library information system, electronic
cataloguesandotherdigitalisedinformationandthe
optiontoorderandborrowbooksfromotherlibraries
withinashorttimeperiod.

ICTinLatvia'sEconomy
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InFebruary2005,LatvianPrimeMinisterAigars
KalvitisandBillGates, thePresidentofMicrosoft
signedanagreementoncooperation in ITusage
at Latvian state institutions. Kalvitis and Gates
talked about further cooperation between Latvia
andMicrosoft.TheLatvianPremiertoldMicrosoft's
President about economic growth and IT
developmentinLatviaandtheydiscussedanumber
ofpossibleprojectswhichMicrosoftcouldcarryout
in Latvia in the future. Theagreementanticipates
closercooperationontheprotectionofintellectual
property rights and Microsoft offered to provide
campaignstosupportICTeducationandsecurity.

e-government

Latvia is currently carrying out several projects
leadingtowardstheimplementationofe-government
principles in state institutions. It is also planned to
activateseveraladditionalprojectsduringthecoming
years–theLatvianInformationdigitilisationproject,
UnifiedMunicipalInformationSystemandaproject
onbroadbandtransmissions.
A national programme "Development of an e-
governmentInfrastructureBasefor2004-2006"has
beendevelopedinordertoutiliseEUstructuralfunds
in the resolution of the most important issues of e-
government and its infrastructure. 19 projects with
atotalvalueof15.4millionEURhavealreadybeen
includedinthisprogramme.
An electronic procurement project is being
implemented with the main goals of decreasing

corruption and bureaucracy and improving the
effectiveness of budget expenditure. It includes the
developmentofapublicprocurementsystemforthe
organisation of state and municipal tenders using
informationtechnologiesandtheInternet.
One of the of the government’s pilot projects to
implement an electronic document system is The
EnterpriseRegister(ER)systemrecordingcommercial
securedloans.TheERalsoenablesLatviancompanies
to access the database of the European Business
Register (EBR) to obtain information on existing
or potential business partners. The EBR database
containsinformationoncompaniesregisteredin10
countries.

DigitalSkills

Theinstallationofinformationandcommunications
technologies in Latvia’s schools is mostly being
carried out under the auspices of the Latvian
EducationComputerisationSystem(LIIS)project.This
isagovernment-financedprojectandwasinstigated
in 1997. Regional school computer centres have
beensetupinallofthecountry’sdistricts,andthey
serveassupport facilitiesfor thecomputerisationof
local schoolsand for the trainingof teachers.Data
from LIIS implementers indicates that thenumberof
computersatsecondaryschoolshastripledinthelast
fiveyears.
Practically all schools already have an Internet
connection. Following the implementation of the
Latvianeducationcomputerisationsystem,morethan
75%ofallteachershavebeentrainedtoworkwith
computers,alargeamountofteachingmaterialhas
beenproduced,muchofwhichisaccessibleviathe
Internet.
The European Computer Driving Licence (ECDL)
certification process has been set up in Latvia to
allow non-specialists to acquire and verify their
computer skills. ECDL examination centres have
beenestablishedandallpupils,startingfromthe4th
grade,willbeacquiringcomputerliteracyskills,up
totheECDLlevel.
Itisplannedtotrain180000newusersintheuseof
Internetservicesandtoprovide1000publicaccess
pointsaspartoftheLatvia@worldproject.Thetarget
audience is people with little or no experience of
usingcomputersandtheInternet,andbothpublicand
privatesectoremployeeswhoneedtoenhancetheir
e-skills. The programme includes hands-on training
inbasicPCand Internetskills.Theprogrammecan
beextendedtoincludemorespecialisedofficeskills,
usefultomunicipalandlibraryemployees,aswellas
basiccompetencyinInternetwebpageconstruction.

ICTinLatvia'sEconomy
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e-commerce

Accesstotelecommunicationsservices,information
technologies and banking transactions on data
transmissionnetworksareseenasthemostimportant
pre-requisites for the emergence of e-commerce in
Latvia.Latvianresidentshold1millionpaymentcards
and8.6%of thepopulationusee-banking services
(comparedtotheCEE-10averageof4%).Thispoints
tothehugepotentialfore-commerce,whichremains
under-utilised because online payments are offered
andmade by a relatively small number of Latvian
enterprises. More than 10% of Latvian companies
sold to other businesses via specialised Internet
marketplaces.

ICTInfrastructure

Lattelekomcontinuesthemodernisationofitspublic
fixed telecommunications network replacing the
remaining analogue lines with digital. At the end
of2004,89.7%ofsubscriber lineswereoperating
viathedigitalsystem.Otheradvanced,fixed-voice
anddatatransmissionservicesofferedbyLattelekom
include the leasing of digital lines,DSL, LANsand
ADSL. Lattelekom's current UltraDSL package also
includes a number of additional services such as
conferencecalls,callwaitingandnumberdetection.
Lattelekom recently launchedWiFi+GPRS services.
The number of public wireless internet hotspots is
beingincreased.Attheendof2004,thenumberof
suchhotspotswas100.
The number of ISDN subscribers has risen tomore
than30000fromazerobasein1999.Thenumber

offixedlinesisnowdecreasingasinruraldistrictsit
ismorecosteffective tooffersubscribers theuseof
mobileservices.


Penetrationoffixedandmobileusersper100inhabitants

8% 6.4%
7.5%

8.5%
7.5%

Source:PublicUtilitiesCommissionofLatvia,Lattelekom

Around 30% of Latvia's population are mobile
telephone subscribers with an additional number
being pre-paid card users. Mobile operators have
established and are operating nationwide mobile
networkswhichcover98%ofthecountry;morethan
97%ofthepopulationhaveaccesstomobileservices
attheirplaceofresidence.Mobileoperatorsofferan
extensiverangeofdatatransmissionservices–high-
speedGPRS data transmission andMMS.WAP is
acommonserviceprovidedbybothLatvianmobile
operators and on-line media. At the beginning of
2005, both LMT and TELE2 commenced providing
next-generationUMTSservices.
Internet services ranging from simple dial-up or
radio link, to leased-line connections are available
fromaround35 ISPs. International connectionsare
providedbyhighcapacitybroadbandopticalnetwork
linkstoEstonia,Lithuania,RussiaandSweden.

Lattelekom,incooperationwithMicrosoftLatvia,isorganisinganInternetcontentbuildingandproficiency
competitionforschools“GoldenAnt”.Thecompetition'sgoalistopromotethedevelopmentofaninformation
society in Latvia by teaching schoolchildren how to take advantage of all the opportunities offered by the
Internet – website design, keeping information current and web-searching skills. Participating pupils have
designed250websites ona variety of subjects: their class, school, hobbies, cultural andhistorical places
and tourismsites in their regionsor towns,aswellashavingdesignedsites forbusinesses in their regions.

ICTinLatvia'sEconomy
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ComputerandInternetUsage

TheusageofcomputersandtheInternethasrisen
significantly over the last few years. According to
datafromtheInternationalTelecommunicationUnion
(ITU),Latviahad145computersper1000inhabitants
in2002.Inautumn2004,81%ofenterprisesused
computers, and 87% of them also had an Internet
connection.
Inhouseholds,computersareusedmainlybythemost
socially active agegroups. In terms of occupation,
thehighestfiguresforcomputerusageareamongst
schoolchildrenandstudents,andamongstemployees
and employers.Computers havemainly been used
bypeoplewithhighereducation.
According to Lattelekom data, the number of DSL
customersexceeds19,000.
Statistical evaluations of Internet usage penetration
showsquiterapidgrowth(accordingtoITUdata–as
muchas40%annually).Thepenetrationlevelisnow
significantlyhigherthantheaveragelevelforEurope,
andisthehighestamongnewEUMemberStates.


Internetusersas%ofpopulation(2003)

8% 6.4%
7.5%

8.5%
7.5%



HumanCapital
According toBrainbench’sGlobal IT IQReport,
basedonon-line testsand thecertification results
ofmorethan3.5millionITprofessionalsaroundthe
theworld, Latvia isamong the countrieswith the
highest concentration of IT-certified professionals.

Education

Thenumberof ICTspecialists inLatvia isgrowing
continuouslyandmanyyoungpeoplechoosetostudy
ITand telecommunications. Their interest isalready
raised at schools where they achieve computer
literacy. The high level of IT education at schools
andtheinterestofpupilsinICTisconfirmedbythe
high results achieved in International Informatics
Olympiadswithentrantsfrommorethan70countries.
Latvian teams have participated in this competition
since1992,andhaveachievedgoodresultsevery
year with at least half of the four team members
gainingawardseachtime.
Thenumberof ICTgraduates increaseseveryyear,
with the figure for 2004 reaching 24.6% growth.

HumanCapital

Source:ITU



Twelve Latvian higher education institutions award
higherICTeducationqualifications.Threeuniversities
(Riga Technical University, the University of Latvia
and theTransportandTelecommunications Institute)
educate89%ofgraduatesandthushaveasubstantial
influenceontheindustry.
Although demand forecasts for ICT specialists are
decreasing, in summer 2003 it was estimated that
in Europe there will be a need for 230 000 new
specialists annually. Calculating proportionally for
Latvia, that figurewould be about 1100,which is
quite close to the current output of the education
system.
NumberofICTgraduates

8% 6.4%
7.5%

8.5%
7.5%

Source:LICTA,2004

An increase in the number of people gaining
education or improving their qualifications is a
general trendinLatvia.According todatafromthe
MinistryofEducationandScience, therewere550
students per 10,000 Latvian inhabitants in 2003
whichisthehighestproportioninEurope.


Studentsintertiaryeducationper1000people

As the supply of mainframe resources in Latvia
was decreasing, the Exigen Group developed
internal training programmes and was looking
foralong-termsolutionthatwouldputmainframe
educationintothehandsofuniversitiesandother
educationinstitutes.Thefirstcoursewasorganised
in2003.LecturesandclasseswereheldatExigen
Latvia.Similarcooperationisdevelopingbetween
ExigenandVilniusTechnicalUniversityinLithuania
and with the Transport and Telecommunications
InstituteinRiga,Latvia.

Thesuccessofthiscooperationisdemonstratedby
mutual satisfaction – 10%of the120mainframe
students have already been hired by the Exigen
Group. Exigen has also attained its goal of
outsourcingmainframetrainingtouniversitiesand
canfocusonprovidingoutsourcingservices to its
customers;theUniversityofLatviahasaugmentedits
curriculumwithapopularcourse;studentsgained
theopportunitytoaddanimportantcompetencyto
theirskillset.

Competencies

Inrecentyears,LatvianISservicecompanieshave
become more specialised in their development
through defining the niches they work in by
technological competenciesaswell asbybusiness-
specificknowledgeandsolutions.Thecompetencies
offeredcoveralldominatingtechnologies.Microsoft
and Oracle technologies are the market leaders,
both in Related Database Management Systems
(RDBMS)andDataWarehousing (DW),aswellas
inapplicationsandplatforms.92%oftheirpersonnel
(not including wholesalers) have competencies
and skills in commercial software platforms. A
relativelyhighnumberofpersonnel(39%excluding
wholesalers) have competencies and skills in open
sourcesoftwareplatforms.
Latvia's IS Cluster has created a universal staff
competence model for the ICT service sector and
this is being used to develop a database of the
human resources available within the Cluster.
The competencies' survey does not only cover the
technicalknowledgeoftheICTprofessionals,butalso
theirbusinessknowledgeandabilitytocommunicate
in other languages, as these skills are often more
importantforpotentialinternationalcustomers.
Banking, insurance, telecommunications and
government have been established as the main
business competence sectors – more than 70% of
cluster companies have listed their knowledge of
thesebusinessareas.This is logical,given thehigh
levelofICTusageintheseparticularsectorsandtheir
considerableinvestmentinICTdevelopment.
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HumanCapital

Source:CSBofLatvia

8% 6.4%
7.5%

8.5%
7.5%



Thelatestsurveyrevealedthatallcompaniescanuse
Latvian,RussianandEnglishasworking languages
when required. German is listed as the fourth
language,beingavailableatmore thanhalfof the
companies.Somecompaniesalsoofferotherforeign
languages.
Most IT specialists have attended training courses
and passed certification tests on solutions which
are a fundamental part of their work. A number
of international companies offer certified training
programmesinLatvia,includingMicrosoft,Lotus,HP,
Novell,OracleandCisco.Manycompaniesprovide
coursesandseminarsattheirownfacilities,focusing
onareasofactivityinwhichtheITseviceproviders
havespecialexpertise.ThelargestICTcompaniesalso
carryout internal trainingprogrammes forbudding
specialistsandprovideanextensiverangeoftraining
materials for employees' self-education. More and
morecompaniesaredemandingcertificatestoprove
knowledgelevelsinspecificareasofexpertise.


PassedcertificationexamsbyITvendor

8% 6.4%
7.5%

8.5%
7.5%

Source:TheBalticComputerAcademy,2003


EmployeeProfiles

The Latvian ICT services sector is dominated by
youngpeople:63%oftheworkforceislessthan35
yearsofage,comparedto54%intheservicessector
overall.Bothoftheseindicatorsarethehighestinthe
entireBalticSearegion.


Proportionofemployeesageslessthan35inICTservices
andinservicesoverall

At theendof2004, Lattelekomand theExigen
Group, a global provider of business process
software and services, announced the signing
ofa Letterof Intentanticipating thecreationofa
strategic partnership to deliver transformational
Business Process Outsourcing (BPO) services to
EUandeasternEuropeanmarkets.Lattelekomand
Exigenexpecttoofferarangeofmanagedbusiness
services to telecommunications and financial
servicesorganisationsacrossEuropefromasingle
shared-platform,orbusinessutilitystructure.
Both companies will contribute services and
operational and business process expertise
based on their core competencies. Lattelekom
will provide its current applications infrastructure
and call centre capabilities as an anchor tenant
for thenewventure.These functionsarecurrently
managedandsupportedbyover600employees.
TheExigenGroupwillcontributeExigen®Business
Process Utility™ software and methodology, and
industry-specificapplicationsbuiltfromexperience
with over 200 companies worldwide. Together,
the two organisations will provide configurable
business solutions for the Demand Management
andOperations areas of the BPOmarket,which
include processes such as customer care, loan
instigationandclaimsprocessing.

The proportion of female employees in the ICT
servicessectorisgenerallyinlinewithfiguresforthe
servicessector ingeneral,aswellaswith thosefor
otherNordicandBalticcountries.Theproportionof
females employed in the ICT services sector varies
from27%inNorwayto37%inLatvia.
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The European Innovation Scoreboard report of
2003 shows that Latvia has achieved progress in
thesphereof innovationdevelopment,especially in
increasingemployment inmid-andhigh-technology
manufacturing, investment in ICT, the aggregate
number of students, aswell aswith the number of
lifelongeducationprogrammes.
InApril2003,thegovernmentapprovedtheNational
Innovation Programme for 2003-2006 to promote
the growth of national innovation capacity, ensure
afavourableenvironmentforinnovativeactivity,and
encourage the development of a knowledge-based
economy.
There are several programmes available within
EuropeanstructuralfundsadministeredbytheLatvian
Investment and Development Agency that allow
companiesandorganisationstoapplyforfinancing
to support their innovation projects. Under the
Programme,itisplannedfor25millionEURfromthe
Regional Fund of Europe and Latvia's state budget
to be invested in research and development over
thenextthreeyears,aswellastoattractmorethan
11millionEURfromtheprivatesector.
In the sphere of higher education, the Ministry of
Education and Science continues to support the
optimisation of studies within budget resources by
increasing the number of students in physical and
engineeringsciences.Anationalprogrammehasbeen
developedtoensurethatthequalityofteachinginthe
physicalandengineeringsciencesisimproved.This
willensure that studyprogrammesaremodernised,
qualificationsof lecturersraised,premisesinhigher
educationinstitutionsrenovatedandimplementation
ofdoctoralprogrammessupported.
More effectivet cooperation between universities
andindustryisalsosupportedwiththegoaltogive
graduatesskillsappropriatetotheircareersinindustry.
Employerrepresentativeshavedevelopedstandards
forprofessionalandqualificationrequirements.The
Minister for Education and Science has approved
these standards and the qualification requirements
are now used by examination commissions. In the
LatvianICTsector,aProfessionalEducationCouncil,
nominatedbytheleadingprofessionalassociations,
is responsible for standards and qualification
requirements. Educators develop and carry out
study programmes. Representatives of employers
(atleast50%ofthecommission)arepresentduring
qualificationexaminationsandawardtheprofessional
qualificationslistedindiplomas.
Other forms of industry-university cooperation
include industry representatives being invitated to
universities, meetings with students and academic
staff, career (professional) days, scholarships for
students,equipmentforthestudyprocess,aswellas
supportofinfrastructure.

The most successful Latvian companies operating
in the ICT and electronics sectors are those that
havealreadybeenabletointegrateintotheglobal
production network through a combination of
technologytransfersandtheirownR&Defforts.These
companieshavebenefitedfromtheimportofmaterials
andequipment(SiemensandABB),training(Exigen
Latvia, MicroLink Latvia), or customer networks (IT
Alise,DATI,ExigenLatvia).

Latvian company SAF Tehnika develops and
producesdigitalmicrowaveradioequipment.Since
beingfoundedin1999,ithasachievedremarkable
successintheglobalmarket,exportingmorethan
90%of its production tomore than40 countries
around the world. Currently, SAF Tehnika holds
a3%shareoftheglobalmarketintheirbusiness
sector.Theirmajor successhasbeenachieved in
ChinaasaresultoftherapiddevelopmentofGSM
networksraisingtheircustomerbaseby2-3millions
monthly. Last year, SAF Tehnikaalso securedan
agreementonthesupplyofequipmenttoColumbia’s
largestfixednetworkoperator,whichwillresultin
asignificantincreaseinexportvolume.
The SAF Tehnika product is a niche item, only
manufacturedbysome20companiesworldwide.
Thecompany’srapidgrowthisbasedonchoosing
an appropriate distribution strategy to boost its
presence in global markets, and maintaining
profitability through a low cost structure. Using
sub-contractors for less important processes with
lowadded-valueallowsthecompanytodevotefull
attentiontothemostimportantprocesses:scientific
research,componentassemblyandtesting.Mostof
theprofitsarebeinginvestedinR&D–redesigning
existing technologies/products, development
of new technologies, and a continuous quality
improvement programme for both products and
customerservice.
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AsaresultofLatvianbusinessesbeingabletooffer
world level quality and lower costs, the amount of
nearshore and offshore services have increased
recently. The largest and most dynamic export-
orientedICTcompanies,andthosethatofferglobal
services to80%of the ICTmarket in Latvia,are IS
Clustermembers.
TheleadingICTassociationsofLatvia,Lithuaniaand
Belarus–LICTA,Infobalt(AssociationofInformation
Technology, Telecommunications and Office
Equipment Companies of Lithuania) and Science-
technologyAssociation"NationalInfopark"ofBelarus
–recentlysignedanagreementtoco-operatewithin
the Baltic Information System (IS) Cluster, evolving
out of the Latvian IS Cluster, which has operated
successfullysince2001.
The initial goals of the Latvian IS cluster have
successfully been attained, and export indicators
havebeenincreasingonayearlybasis.LatvianICT
exportsin2003increasedby52%overtheprevious
year.ExportgrowthamongISclustercompanieshas
beenmuchmore rapid than that for thecountryas
a whole. 17% of cluster companies have exports
yieldingmorethan50%oftotalrevenue.Theexport
proportions for Exigen Latvia – 90%,  and SAF
Tehnika–95%areworthhighlighting.
TheBalticISClusterhasbeenestablishedinSeptember
2004 to promote collaboration between Baltic ICT
companies and related organisations to increase
the competitiveness and export growth of Baltic
IS products and services in international markets.
The Baltic IS Cluster represents 296 companies
altogether,with29500employeesand2.24billion
EURrevenuesin2003.Itisanticipatedthatbyjoining
forcesintheBalticISCluster,theBalticswillbecome
oneoftheleadingsoftwaredevelopment,integration
andoutsourcingcentresinEurope.

Our successful cooperation with DATI began
in2001,when the firstproject:Re-engineering
ofAXAinformationsystems(JSPandEasytrieve
softwaretransferringtoCOBOL2)wasstarted.
In addition to providing successful project
management and services, DATI specialists
demonstrated a good understanding of AXA's
requirements.
This, and the high level of quality assurance
throughouttheproject,ensuredtheachievement
ofcommendableresults.Alltheworkwascarried
outinRigaandimplementationwasviaadirect
communication link between Riga and AXA's
systemsinCologne.Asaresultofourinitialgood
experiencewithDATI, in2004we launcheda
BPOprojectinLatvia,onceagainchoosingDATI
asacontractor.


   NorbertReichmann
   Director,
   AXAServiceAG


MajorexportdirectionsfortheISCluster,2003

8% 6.4%
7.5%

8.5%
7.5%

Source:LICTA


Statisticsshowthatexportshaveincreasedtotheother
Baltic States (24.9%), the European Union (1.5%),
toCIS countries (26.7%), and to theUnited States
(3.7%). Significantly, the largest increases were to
regionsofAsiaand theMiddleEast. This increase
in exports to Asia and the Middle East required
morethanjusttechnicalcompetence,butadaptation
to different cultures and traditions, and therefore
demonstratesthehighlydevelopedabilityofLatvian
companies to adapt to working in very different
environments–technical,businessandcultural.
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In late 2003, financial IT company TietoEnator
signed an agreement to implement a payment
systemsolutionaspartofanational loyaltycard
projectinKuwait.TietoEnatordevelopedasolution
fortheCo-operativeSocietiesUnion(CSU)ofKuwait
whichownsanetworkofco-operativesupermarkets
–typicalinArabcountries–throughoutKuwait.The
customer'sgoalwastointroduceanunprecedented
payment card solution, serving not only as a
paymenttool,butalsoaccumulatingloyaltypoints
–allinaccordancewiththeparticularitiesofIslamic
traditions and laws. The number of cardholders
wasprojectedtobeasmanyas500000.
The TietoEnator software implemented in Kuwait
also allows for the introduction of a number of
additional devices or channels such as mobile
phones and the Internet to make payments for
purchasesorservices.Thenetworkacceptingthese
cards can also be extended by involving other
organisationsfrombothprivateandpublicsectors.
Thus co-brandingprogrammes canbe created to
enable card use and loyalty point accumulation
at a number of different merchants and service
points.
ThisisthetheMiddleEast'sfirstprojectinvolvinga
loyaltyprogrammecombinedwithapaymentcard
fortransactionsatretailers.


AstheICTsectorcontinuestodeveloprapidly,there
is still huge potential for export and for investment
to enable further expansion and the building of
cooperationwithcountriesallovertheworld.
Latviancompaniesareeager tocooperateand the
universalstaff-competencymodelcreatedfortheICT
service area can be used to share resources or to
undertakejointprojects.Thisinformationisalsovery
usefulforpotentialcustomersandpartnersseekinga
clearunderstandingof theresourcepool inLatvia's
ICTservicesector.
The successful foreign investment projects already
carriedouthereprovethatLatviaisanappropriate
place for investment and doing business. Latvia
provides substantial competitive advantages to
ICT investors, as the following factors demonstrate
clearly:
– favourablegeographic location– theBalticSea
region:Europe’sfastestgrowingmarketofmore
than 90 million people, spanning the wealthy
economies of Scandinavia and Germany, the
rapidlyexpandingeconomiesoftheBalticStates
andPoland,and thevastpotentialof thenorth-
westRussianmarket

– Availability of highly skilled ICT professionals
with international project experience (including
projectmanagement),goodlanguageskills.and

acombinationofwesternculturewithknowledge
oftheRussianmarket

– Highly developed communications and logistics
infrastructure

– Ahighlevelofgovernmentsupportandattractive
taxationpolicy

"Latvia's history in research and technology
hascreatedanITindustrywithstrongexperience
in R&D and software development. Within
the IT community, the Latvian culture of team
work, commitment, andhighquality createsa
uniquepositionforLatviawithintheknowledge
economy.Webelievethatthepresentandfuture
ofLatvia'sITcommunityisanimportantpartof
Exigen'ssuccessasweleverageitsITstrengths
withinLatviaandglobally."

GregShenkman
CEO,ExigenGroup
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LICTA(www.litta.lv)
The Latvian Information and Communication
Technology Association - LICTA has been of great
importance in the development of an Information
Society and in the growth of the relevant sectors
in Latvia. LICTA is a non-government professional
association thatembracesmore than60significant
ICT and electronics product and service providers
and educational institutions, as well as more than
150 individual professional members from Latvia's
ICT industry. LICTA'smemberorganisationsemploy
morethan20000people.
LICTA'sprincipalobjectiveistopromoteandfurther
thedevelopmentofanInformationSocietyinLatvia.
LICTAworkstowardincreasinge-awarenessinsociety
by organising conferences and educational events,
and takes an active part in preparing professional
study programmes for ICT specialists. LICTA also
providesexpertadvicetogovernmentonlegislative
andothermattersrelatedtoICTandelectronics,and
maintains close links to other industry associations
and corresponding organisations abroad. LICTA
is actively involved in discussing legislation and in
monitoring public procurement procedures for ICT
productsandservices.
A keyaimof LICTA is to encourage thegrowthof
a vigorous ICT and electronics industry in Latvia
and to lend support to the selling of ICT and
electronics products and services abroad. LICTA
is the coordinator of the Information Systems
Cluster, comprising export-oriented ICT enterprises.

LatvianInternetAssociation
(www.lia.lv)

The Latvian Internet Association (LIA) is a public
organisation that unites Latviancompaniesworking
in the diverse Internet suppliers’ sphere and is
committed to the development of Latvia's Internet
environment. LIA's objectives are to develop,
secure and popularise awidely accessible Internet
environment in Latvia. LIA is working towards the
stabilisation, tweakinganddevelopment of Latvia's
Internet environment and brings together for social
activitiescompaniesandindividualsoperatinginthat
environment. LIA collaborates with Internet-related
non-governmentorganisations indifferentcountries,
promoting bilateral and multilateral exchange of
comprehensive information. The association fosters
theincreaseofproductandservicequalityprovided
by its its membership, represents its members and
providesthemwithinformation.

AssociationofComputerTechnologies
ofLatvia(www.itnet.lv)
TheAssociationofComputerTechnologiesofLatvia
(LDTA)isanon-profitorganisationthatrepresentsthe
majorityofLatvia’sITindustry–solutiondevelopment

andimplementationaswellasITproductwholesalers.
Currently, themembers of LDTA are taking part in
processes that foster the creationof an Information
Society infrastructure and are actively using and
promoting theprinciplesof theNewEconomy.The
majorgoalsofLDTAarerepresentingtheITindustryat
governmentalandinternationalinstitutions,supporting
an infrastructure beneficial to IT development,
involvement in education programme development
and implementation, and close cooperation with
otherassociationsandstateinstitutions.

TelecommunicationsAssociationof
Latvia(www.telecom.lv)
TheLatvianTelecommunicationsAssociationunites
communicationsenterprisesandindividualswhoare
infavourofmarketliberalisationandthedevelopment
of telecommunications. The association works on
improving legislation, stimulating cooperation
between organisations and enterprises, informing
societyandtakingpartineducation,marketresearch,
scientificanddevelopmentprojectsanddeveloping
internationalcontacts.

LatvianAssociationofElectronic
Communications
TheLatvianAssociationofElectronicCommunication
unites about 70% of registered electronic network
operators providing cable TV and Internet services
via cable TV networks. The association represents
itsmembersatstateandinternationalorganisations,
supportscooperationandtheexchangeofinformation
between them.  It ensures better observance of
contractualobligationsandtheprovisionofnecessary
services. The association also collates information
aboutLatvia'scabletelevisionindustry.

BusinessSoftwareAlliance
(www.bsa.lv)
TheBusinessSoftwareAlliance(BSA)istheforemost
organisation dedicated to promoting a safe and
legaldigitalworld.BSA is thevoiceof theworld's
commercial software industry and its hardware
partnersbeforegovernmentsandintheinternational
marketplace. BSA educates consumers on software
management and copyright protection, cyber
security,trade,e-commerceandotherInternet-related
issues. TheBusinessSoftwareAllianceconcentrates
its activities in three directions with the common
goalofprotectingtheownersofsoftwarecopyright:
education–stipulatingusageof legalsoftwareand
teachingtheessenceofcopyrightprotection;politics
–cooperatingwithgovernment,police,customsand
courts; action – initiating audits and police raids,
launching court proceedings against resellers and
endusersofillegalsoftware.
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TheobjectiveoftheLatvianInvestmentandDevelopmentAgency(LIDA)istopromotebusinessdevelopmentby
facilitatingmore foreign investment, inparallel increasing thecompetitivenessofLatvianentrepreneurs inboth
domesticandforeignmarkets.
Havingmorethan10yearsexperienceintheattractionofforeigndirectinvestmenttoLatviaandpromotionof
foreign trade, theAgencyhasworked constantly to improve thebusiness environmentandprovided services
appropriatetotheneedsofbusiness.
At thesametimeLIDAhasbeenevaluatingitsownperformance,comparingitwithworldbestpractices,and
subsequentlyintroducingnewservicesandsolutionsforourcustomers.
Themainprioritiesof the Latvian InvestmentandDevelopmentAgencyare to increase thecompetitivenessof
entrepreneursandpromotefurtherofforeigninvestment.
Anabilitytoanticipatetherapidlychangingneedsofbusinessesandmarketsbyofferingnewservicescharacterizes
theAgency’sowncompetitiveness,builtontheknowledgeandcompetenciesofourexperiencedspecialists.
LIDA has representative offices in London (UK), Hamburg (Germany), Stockholm (Sweden), Paris (France),
Amsterdam (theNetherlands),Oslo (Norway),Copenhagen (Denmark),Alma-Ata (Kazakhstan),andMoscow
(Russia),andanestablishednetworkofrepresentativesinGermany,Israel,Australia,USA,UkraineandChina.

LatvianInvestmentandDevelopmentAgency
Persesiela2,Riga,LV-1442,Latvia
Tel.: +3717039400
Fax: +3717039401
E-mail:invest@liaa.gov.lv
www.liaa.gov.lv
www.exim.lv

RepresentativeOfficeintheUK
72QueensboroughTerrace,London,
W23SHUnitedKingdom
Tel.: +442072298173
Fax: +442077277397
E-mail:indra.freiberga@liaa.gov.lv

RepresentativeOfficeinGermany
Investitions-undWirtschaftsförderungsagenturLettland
Ferdinandstraße28-30
D-20095Hamburg,Deutschland
Tel.: +4940333322500
Fax.: +4940333334460
E-mail:ginta.petra@liaa.gov.lv

RepresentativeOfficeinFrance
BureaudeRepresentationenFrance
AmbassadedeLettonie
6,villaSaïd75116Paris,France
Tel: +33153645815
Fax: +33153645819
E-mail:harolds.celms@liaa.gov.lv

RepresentativeOfficeinSweden
Odengatan5,Box19167,
10432Stockholm,Sweden
Tel.: +4687006311
Fax: +468140151
E-mail:guntis.rubins@liaa.gov.lv

RepresentativeOfficeinthe
Netherlands
DeRuyterkade5,4thfloor
1013AA,Amsterdam,TheNetherlands
Tel.: +31204203041
Fax: +31204203042
E-mail:katarina.hartgers@liaa.gov.lv

RepresentativeOfficeintheRussian
Federation
Persesiela2,Riga,LV-1442,Latvia
Tel.: +3717039400
Fax: +3717039401
E-mail: olafs.slutins@liaa.gov.lv

RepresentativeOfficeinKazakhstan
Kasteeva41A,Almaty
RepublicofKazakhstan
Tel./Fax:+73272917369
E-mail: andrejs.pumpurs@liaa.gov.lv

RepresentativeOfficeinNorway
Drammensveien40,Box2946,
0230Solli,Oslo,Norway
Tel.: +4722049800
Fax: +4722049801
E-mail: ivo.urbanovics@liaa.gov.lv

RepresentativeOfficeinDenmark
EmbassyoftheRepublicofLatvia
Rosbæksvej17,DK-2100,
CopenhagenǾ,Denmark
Tel.: +4539276000
Fakss: +4539276173
E-mail: gints.janums@liaa.gov.lv
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