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I. IN T R O D U C T IO N

A s any o th e r  Baltic State, Latvia  p roc la im ed  the  res to ra tion  o f  in d e pendence  
in 1991. S ince  m o re  than 9 0 %  o f  the  Baltic S tates ' e c o n o m y  w a s  l inked to  that o f  
the S ov ie t  U nion , the freedom  w as ac com pan ied  by a d ee p  s tructura l ch a n g e  
w hich  b rought hyper- in f la t ion  and the ban k ru p t  o f  m a n y  en te rp r ises  m ost ly  fo­
cussed on  the S ov ie t  U n io n ’s m arke t;  the c o n seq u e n ce  w a s  a d ras t ic  co l lap se  o f  
production .

A lte r  the  break  do w n  o f  the Sovie t Union, Latvia  like o th e r  C en tra l  and 
Easter E u ro p e an  coun tr ies  w h ich  dec ided  to jo in  the  E u ro p e an  U nion , ex p e r i­
enced  a d ec l in e  o f  its G D P  up to 1995; a f te rw ards,  these  co u n t r ie s  b ec am e  reli­
able candida tes  to jo in  the European Union and began  a c lear  e c o n o m ic  recovery. 
The Latvian ec o n o m ic  pace  is still v igorous and the ca tch ing  up  is in progress.

This  paper  contains a first attempt to build a multisectoral model for Latvia. The 
paper is organized in two main sections. T he  first one describes the G D P  growth and 
its sectoral composition; the m ost significant factors o f  the recent Latvian brilliant 
econom ic perfo rm ance  such as domestic dem and, em ploym ent productivity, the 
evolution o f  the cost o f  labour are described with special attention o f  a peculiar 
factor as the perspective and the full integration o f  Latvia into the European Union. 
In the second section a very preliminary skeleton o f  the multisectoral model o f  the 
Latvian econom y can be found. T he  use o f  elementary import shares equations gives 
the opportunity  to stress the importance o f  m esoeconom ic m odell ing  approach  for 
policy simulations.
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II. G D P  G R O W T H

T h e  Latv ian  ec o n o m y ,  toge ther  witli the rest o f  Eastern  E u rope ,  expe r ienced  
a sha rp  and  d eep  reduc tion  in G D P  in the early  s tages  o f  transition .  B e tw een  
1989 and  1995, the  cu m u la t iv e  im pact o f  this transition  in Latv ia  is e s t im a ted  to 
have  ha lved  the  total am o u n t  o f  G D P. T h is  im plies  a so m e w h a t  s te ep e r  dec l ine  
than  that ex pe r ienced  by o ther  curren tly  new  EU m e m b e r  states.

T h is  phase  o f  co l lapse  bo t to m ed  out in 1995 and, in 1996, th e  Latv ian  e c o n ­
o m y  began  to g row  again  (see  Fig. 2 . 1).
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Fig. 2 .1. Growth of Real GDP (1995 = 100)

S o u r c e :  Central Statistical Bureau (CSB) of Latvia.

1997 m a rk e d  a rap id  g row th ,  w h ich  w as  slightly  s low ed  d o w n  by the im pact 
o f  the  R uss ian  1999 and  2000  crisis.

L a tv ia ’s g row th  o v e r  the  last 8 years  w as the m os t  d y n a m ic  a m o n g  the  new 
EU m e m b e r  states, an n u a l ly  on  ave rage  reach ing  6 .1% . T h e  g ro w th  is par t icu ­
larly rap id  in the  last 3 yea rs  -  by 7.3%. A t the sam e tim e, it lias to be no ted  that 
the g ro w th  s ta rted  from a very  low level.  In 2003, Latvian  per  ca p i ta  G D P ,  a c ­
co rd ing  to PPS, ac coun ted  for 4 1 .5 %  o f  the ave rage  E U -15  level.  In 1995, it w as 
o n ly  29 .1% . T h e  G D P  grow th  w as  ensured  m ost ly  by the  g row th  in p roductiv ity  
and  to a sm a lle r  ex ten t  by  the increase  in em ploym en t.

T h e  M in is try  o f  E co n o m ics  has deve loped  tw o m e d iu m - te rm  d ev e lo p m e n t  
scenarios  (till 2009 )  d e p e n d in g  on  the var ia t ions o f  the  ex ternal d e m a n d  -  the 
s low  var ian t  of d e v e lo p m e n t  (Varian t 1), w ith  a l im ited poss ib il i ty  to increase 
exports ,  and  the  d y n am ic  var ian t  (Varian t  II), w hen  g row th  o f  expo r ts  is m ore  
d y n am ic ,  w h ic h  m igh t  happen  in case  of a m ore  favourab le  ex terna l  con junctu re .  
T ab le  2.1 p resen ts  the forecas ts  for the dynam ic  grow th  variant.



T a b l e  2.1

GDP growth (percentage change over the previous year, average)

GDP Productivity Employment
1996 2003 6,1 5,7 0,4
1996-2000 5,4 6,1 -0,7
2001-2003 7,3 4,9 2,3
Forecasts
2004 7,5 6,4 1,0
2005 2007 8,0 6,9 1,0

S o n г с с: 1946 -2003 CSB o f Latria.

Il is p ro jec ted  that the insofar  tendenc ies  will persis t  a lso  in 20 0 4  and  2005 , 
n am ely ,  the  s tab le  d o m e s t ic  d em an d  and ex p ans ion  o f  exports .  A dd it iona l  incen ­
t ive for g row th  m igh t  be  p rov ided  by  the access ion  to the  EU.

2.1. Sectora l com p osit ion  o f  G D P

In o rd e r  to e labo ra te  m o re  accu ra te  and m o re  subs tan t ia ted  national d e v e l ­
o p m e n t  forecasts ,  it is necessary  to des ign  and  apply  ap p ro p r ia te  m o d e l l in g  in­
s trum ents ,  espec ia l ly  such  tha t  w o u ld  enab le  to m ore  ad e q u a te ly  fo recas t  s t ru c ­
tural (sec tora l)  ch a n g es  in the  national econom y. It is a top  ob jec tive ,  co n s id e r ­
ing the  fact that o v e r  the  recen t 8 years  the  s t ruc tu re  o f  the  Latv ian  national 
e c o n o m y  has  essen tia l ly  ch a n g ed  (see  Fig. 2.2 and T ab le  2.2).

T a b l e  2.2

GDP growth by sectors (percentage change over the previous year, average)

1996
2003

1996-
2000

2001- 
2003 2004' 2005-

2007'
Primary sectors 2.3 0.8 4.8 3.0 3.8
Manufacturing 6.6 5.0 9.4 10.0 10.5
Utilities 0.3 -2.0 4.2 2.0 2.2
Construction 9.6 9.3 10.2 15.0 12.7
T rade 10.7 10.3 11.4 10.0 8.4
Transport and communications 5.8 4.9 7.3 9.0 8.7
Other services 7.7 8.2 6.8 6.0 8.6
Government* 1.8 1.5 2.3 2.0 2.7
GDP 6.1 5.4 7.4 7.5 8.0

/ -  forecasts
S o u r c e :  1996-2003 CSB o f Latvia.
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Fig. 2.2. Sectoral composition of GDI*

S o u r c e :  CSB o f Latvia.

T h e  sha re  o f  the  b ranches  o f  se rv ices  has essen tia l ly  inc reased ,  espec ia lly  
that o f  trad ing  services . At the sa m e time, the share  o f  p r im ary  industries  and 
m an u fa c tu r in g  industry  has reduced . H ow ever ,  it has  to be  no ted  tha t o v e r  the 
last 3 yea rs  the  sh a re  o f  m an u fa c tu r in g  industry  in the  nat ional e c o n o m y  is no 
longer reduc ing ,  bu t is even slightly  increasing. T h e  s truc tu re  o f  the b ran c h es  o f  
the m a n u fa c tu r in g  industry has also  u ndergone  s ign ifican t ch a n g e s  (T a b le  2.3).

T a b l e  2.3
Structure o f Manufacturing (value added, %)

2000 2003
Total manufacturing* 100 100
Food industry (15, 16) 27,4 24.9
Light industry (17-19) 11,4 9.6
Wood and articles o f wood (20) 19,1 20.4
Paper industry, publishing and printing (21, 22) 8,7 7.6
Chemical industry (23-25) 4,6 4.4
Other non-metal mineral products (26) 2,9 2.8
Metal and metal products (27, 28) 9,7 9.7
Manufacturing o f machinery and equipment (29-35) 10,9 14.6
Other industries (36, 37) 5,4 6.1

♦NACE codes are given in parentheses 

S o u r c  e: CSB o f Latvia.



T h e  industria l  s t ruc tu re  o f  Latvia is dom ina ted  by sec to rs  us ing  c h e ap  labour  
and natural resou rces  o r  sec to rs  with  a low value  added. T h e  va lu e  ad d e d  created  
in the  food industry ,  light industry  and w ood  industry  ac co u n ts  for  m ore  than 
a h a l f  o f  the  total industria l  value  added. T h e  sa m e refers to ex p o r t  p roportions.  
O n e  m u s t  no te  that the s ituation  is g radua lly  ch a n g in g  in the  last yea rs  d u e  to the 
rapid  g row th  o f  so m e  sectors  in m anufac tu r ing  o f  m a ch in e ry ,  e spec ia lly  in 2003.

2.2. F actors o f  grow th

T h e  des ign  o f  m ult isec to ra l  m odel is not poss ib le  w ith o u t  e s tab l ish m e n t  o f  
the m ost  re levan t g row th  factors both  in the  national e c o n o m y  on the  w h o le ,  as 
well as in separa te  its sectors ,  and the research  o f  theirs  im pact and  dynam ics .

2.2.1. D om estic  dem an d

T h e  s tab le  g ro w th  o v e r  the last yea rs  w as  m ost ly  e n su re d  by the g ro w in g  
d o m e st ic  d em an d .  T h e  vo lu m e o f  private  co n su m p t io n  has increased .  Private 
co n su m p t io n  is favou rab ly  in f luenced  not on ly  by the annua l inc rease  o f  w ag e s  
o f  the ga in fu l ly  em p lo y ed  peop le  but also by the ab i li ty  o f  p r iv a te  ind iv idua ls  to 
benef it  f rom  co n su m p tio n  cred its  and  loans to pu rchase  and  rep a ir  h o u s in g  that 
are o ffe red  at a f fo rd a b le  interest rates. A lso  the rate o f  in v e s tm e n t  is high.

ľ- ] i'vpoii'. C U D  Im ports G D P --------Douicstic demand

Fig. 2.3. Changes in real GDP and major expenditure items 
(percentage change over the previous year)

S o u r c e :  CSB o f  Latvia.



T h e  inc rease  o f  the  dom es t ic  dem an d  has left the m o s t  s iz ea b le  im pac t  on 
the d e v e lo p m e n t  o f  se rv ice  sectors  and , espec ia lly ,  on  retail trade. O th e r  sectors  
o f  services ,  such  as com m erc ia l  serv ices  and financial in te rm ed ia t ion ,  h ave  also 
deve loped  qu ite  dynam ica lly .

At least 2/3 o f  the g row th  in the  sec to r  o f  t ransport  and  c o m m u n ic a t io n s  is 
tr iggered by the dom es t ic  d em an d ,  w h ich  is s tab le  and g ro w s  fas te r  than  the  e x ­
ternal dem and .  T h is  espec ia l ly  re fers  to suppo r t ing  and  auxi l ia ry  types  o f  trans­
port ac tivity . A m o n g  these, one  shou ld  m en tion  the d e v e lo p m e n t  o f  w are h o u s ­
ing, pa rk ing  serv ices ,  ex p ans ion  o f  serv ices  o ffered  by travel f irm s and  o ther  
services . T h e  ex ternal d e m a n d  o f  transit se rv ices  is qu ite  changeab le .  D ue  to the 
d isc r im ina to ry  a tti tude  o f  Russia  with  regard  to transit  o f  oil p ro d u c ts  through  
the  V en tsp ils  Port, total v o lu m e s  o f  del ivered  ca rg o  in ports  h ave  dec lined  (espe­
cially, in the second  h a l f  o f  2002). In 2003, the ind icators  im p ro v ed  m a in ly  due 
to the increase  o f  ca rgo  tu rnover  in o ther  ports  o f  Latvia. H o w e v e r  the V en tsp ils  
Port is recover ing ,  s ince  m o re  and m ore  cargo is transpor ted  to the por t  by rail.

T he  s ign if ican t g row th  o f  inves tm en t has a favourab le  im pact on  the d e v e l­
op m en t  o f  cons truc tion .  G row th  rates o f  the latter are  substan tia l ly  h ig h e r  than 
the ave rage  g row th  rale  o f  the national econom y.

It is fo recas ted  that p r iva te  con su m p tio n  and G D P  will inc rease  at the  sam e 
rate. T h is  will be  ensured  by  the  g row th  o f  w ages ,  w h ich  in turn will be  e n c o u r ­
aged  by the  annual inc rease  o f  the m in im u m  w age. T h e  inso far-fas t  c red it ing  
rates m a y  co n t in u e  g row ing ,  as the  v o lu m e o f  p r iva te  c red its  aga in s t  G D P  is still 
very  low. T h e  g row th  o f  d o m e s t ic  dem an d  direc tly  in fluences the  d ev e lo p m e n t  
o f  the  se rv ices  sector; its in f luence  on the  grow th  o f  industry  is sm aller.

2.2.2. A ccess ion  to the EU

T h e  s tren g th en in g  o f  the com peti t iveness  o f  Latvia in the co n d i t io n s  o f  the 
EU sing le  m arke t ,  the abili ty  to use  s tructural funds  and ex ternal co n ju n c tu re  
will d e te rm in e  the  speed  o f  g row th  in the period till 2007.

T h e  access ion  to the EU p rov ides  new  incentives  linked with;
in tegration  into the EU sing le  m arket,  w h ich  will p ro v id e  Latvia  the  o p ­

portun ity  to benef i t  from the  advan tages  o f  a w ide  and s tab le  m arke t .  It will raise 
in te rest o f  local and  foreign investors  in the  e c o n o m y  o f  Latvia;

g ro w in g  o f  com peti t ion ,  w h ich  will have a d iffe ren t im pac t  on d if fe ren t  
ec o n o m ic  sectors.  S o m e  sectors  will gain  from  the  expans ion  o f  the ir  m ark e ts  
and  so m e  sectors  will lose. T h e  pressure  o f  the com peti t ion  will b ec o m e  n o ­
ticeab ly  s t ro n g e r  in the dom es t ic  m arke t  w ith  sm alle r  ch a n g es  in the external 
market.  H ow ever ,  there  is no  doub t that com peti t ion  will facili ta te  m o d e rn isa ­
tion, res truc tu ring  and  also specia lisa tion ,  w h ich  in turn, will acce le ra tc  the 
ch a n g e  o f  the s truc tu re  o f  the  Latv ian  national econom y;



-  im p ro v e m en t  o f  co m p eti t iv en ess  in re la tions w ith  the  third coun tr ies  
since L atv ia  will p a r t ic ipa te  in in ternational trade w ith in  the  sc o p e  o f  the  c o m ­
m on  EU fore ign trade policy;

possib il i ty  to get access  to substantia l resources  f rom  the  EU g iv en  to 
Latvia as an EU m e m b e r  state, w h ic h  will s t im u la te  s tructura l a d ju s tm e n ts  upon 
in tegration  into the  s ing le  m arke t  a l low ing  to in tens ive ly  m o d e rn ise  and  expand  
in fras truc tu re  and  e n c o u ra g e  business  activity  in all r eg ions  o f  Latvia;

red u c t io n  o f  financial r isks  p rov id ing  access  to c h e a p e r  loans for Latv ian  
u nder tak ings .

2.2.3. E m ploym en t  and p roductiv ity

A s a lready  m e n tio n e d  above , the  total n u m b e r  o f  e m p lo y e d  pe rso n s  has 
sligh tly  g ro w n ,  o v e r  the  period o f  8 years  by 3,3%. D ue to the R ussian  cr is is  the 
n u m b e r  o f  e m p lo y e d  reduced , but s tarted to g row  w ith  the  rapid  ec o n o m ic  
g row th  in 2 0 0 1 - 2 0 0 3 .  A t the sa m e time, substantia l im p ro v e m e n t  in the u n e m ­
p loym en t  rate ind icators  is due  to the reduc tion  o f  the n u m b e r  o f  ec o n o m ic a l ly  
ac tive  popula tion .

H Z 3  U herrploym enl ra te  L  , i R eg is te red  unerrploym ent r a t e ---------N um ber of em ployed

Fig. 2.4 Employment and unemployment

S o u r c e :  CSB o f  Latvia.

T h e  n u m b e r  o f  the  reg is tered  un em p lo y ed  p e rso n s  is s m a l le r  than  the  total 
n u m b e r  o f  the  u n em p lo y ed  (app rox im a te ly  by 20% ).  T h e re  are  several  reasons  
for this. N ot all can  ge t  u n em p lo y m e n t  benefit  s ince  social in su ran c e  co n t r ib u ­
t ions have  not been  paid  (dec lared); m a n y  are not in terested  o r  n o t  ab le  to m as te r  
re tra in ing  p rog ram s,  espec ia lly ,  in a p re-pension  age; o ften  it is qu ite  b u rd e n ­
som e to fo llow  all the  p rov is ions  to get the s ta tus o f  a reg is te red  unem ployed .  
Besides,  the  s ta tus  o f  an un em p lo y ed  is not aw arded  to pe rsons  tha t are  ou ts ide  
the labou r  age  def ined  in legislation.

A s a lready  m e n tio n e d  above ,  the m ain  sou rce  o f  g ro w th  is the  g row th  in 
productiv ity .  P roduc tiv ity  g row th  has  been in a lm o s t  all b ra n c h e s  o f  national 
ec o n o m y ,  ex c ep t  in such  a m o n o p o ly  industry  as utilities.



T a b l e  2.4
Productivity (GDP per worker) growth rates (percentage change over the previous 

year average in the period)

Specification 1996-2003 1996-2000 2001-2003
Primary sectors 4.9 5.4 4.0
Manufacturing 8.8 8.2 9.9
Utilities -1.2 -4.0 3.8
Construction 3.3 6.5 -1.8
Trade 7.6 7.0 8.6
Transport and communications 3.7 6.8 -1.3
Other services 4.7 6.0 2.6
Government* 2.7 2.2 3.5
GDP 5.7 6.1 4.9

S o u r c e :  CSB o f Latvia.

The p roductiv ity  g row th  rate in the recen t years  is s lo w in g  d o w n , h ow ever  
the ind icators  m ay  not be  treated  unequ ivoca lly ,  s ince  the  n u m b e r  o f  em p lo y ed  
taken for d e te rm in in g  p roductiv ity  does not a lw ays  adequa te ly  reflect the actual 
s ituation , w h ich  is connec ted  with  the rela tively  high share  o f  the  sh a d o w  e c o n ­
om y  in such sec to rs  as  bu ild ing  cons truc tion  and  trad ing  services .  A s  every  year  
the sh a d o w  ec o n o m y  in these industr ies  is reducing ,  then the  ac tua l  g row th  o f  
p roduc t iv i ty  is h igher,  and, e.g., o v er  the recent three yea rs  p roduc t iv i ty  in c o n ­
struc t ion  has m o s t  l ikely g row n  ra the r  than  fallen.

D esp i te  the  fact that p roductiv ity  has m o s t  rapidly  g ro w n  in m anufac tu r ing ,  
its level is still lagg ing  behind  the  indicators o f  several se rv ice  sec to rs  (Fig. 2.5).

P resen tly  the  M inistry  o f  E co n o m ics  does  no t  e labo ra te  p roduc t iv i ty  fo re­
casts  by  sectors ,  w e  look forw ard to coope ra tion  in this area.

Primary sectors ----------Construction

Trade Transport and Communications
Other services

Fig. 2.5. Productivity by sectors relative to manufacturing (100) 

S o u r с e: CSB o f Latvia.



2.2.4. W a g es  und  unit labour  cos ts

O n  the w ho le ,  p roductiv ity  o f  national ec o n o m y  is g ro w in g  m u c h  m o re  r a p ­
idly than labour costs ,  on  ave rage  by  2.7 percen tage  points .  A t the  s a m e  t im e, 
p roductiv ity  g ro w th  in m an u fac tu r in g  appears  m o re  d y n am ic ,  w h ic h  resu lts  in 
the  reduc tion  in annua l unit  labour  costs.

All economy I  Manufacturing

Fig. 2.6. Unil labour costs (percentage change over the previous year)

S o u r c e :  CSB o f Latria.

T a b l e  2.5

Wages and costs (percentage change over the previous year, average)

1996-2003 1996-2000 2001 -2003 2004 2005-2007
All economy

Wages 
Productivity 
Unit labour costs

8.7
5.7 
2.9

9.2
6.1
2.9

7.9
4.9
2.9

10.0
6.4
3.3

7.5
6.9
0.5

Manufacturing
Wages 6.8 7.3 5.9
Productivity 8.8 8.2 9.8 - -
Unit labour costs 1.9 -0.8 -3.6 - -

Source: CSB o f Latvia.

T h e  trend o v e r  the recen t years  sh o w s that w ag e  inc rease  in the  fu ture will 
be faster  and, as a result ,  unit labour  cos ts  will increase.



2.2.5. Inves tm ents

Latvia is charac ter ised  by a rela tive ly  high share  o f  fixed in v e s tm e n t  in util i­
za tion  o f  G D P .  It has increased from  13.8% in 1995 to 2 4 ,2 %  in 2003.

A s the re  is no  d irect access  to Latvian  statistics on d is t r ibu t ion  o f  inves t­
m en ts  by  sectors ,  p resen tly ,  the in form ation  p repared  for  the  ana ly s is  covers  
on ly  the recen t th ree  years.

D uring  2 0 0 1 - 2 0 0 3 ,  inves tm ents  into the sectors  o f  Latv ian  e c o n o m y  grew  
by 2 8 .6 %  o r  on ave rage  by 8 .7%  annually .  It shou ld  be  no ted  that o v e r  the past 
th ree  years  the inves tm en t  d y n a m ic s  has been faster in p roduc tion  sec to rs  d u e  to 
the g row th  o f  gene ra l  ec o n o m ic  activ ities,  im p ro v e m en t  o f  c red i t ing  te rm s and 
inves tm ent f riendly  ec o n o m ic  policy . O v e r  the past three yea rs  in v e s tm e n ts  into 
the p roduc tion  sectors  w en t up by 37 .5%  (or on  ave rage  by 1 1.2% annua lly ) ,  
w hereas  inves tm en ts  into the se rv ice  sec to r  g rew  by 2 5 .2 %  (on av e rag e  by 7 .8%  
annually) .  O v e r  the  per iod  m en tioned  the fastest inves tm en t g row th  w as re ­
corded  in p r im ary  sectors. Inves tm en t into m in ing  industry  and  ag r icu l tu re  in 
2003 d oub led  in c o m p ar iso n  with  2002. M eanw hile ,  a d ec rease  in inves tm en t 
w as  fixed in such  sectors  as educat ion ,  health  care, t ranspor t  and  c o m m u n ic a ­
tions.

T a b l e  2.6

Investment by sectors (excluding investment in individual construction, percentage)

Growth rates Average in 2001- 2003
2001 2002 2003 Growth rates Structure

Primary sectors -12.1 90.8 2.8 19.9 3.0
Manufacturing 21.8 15.5 4.0 13.5 16.2
Electricity, gas and water supply 16.8 4.3 -9 .0 3.5 8.1
Construction -0.9 10.9 27.0 11.7 2.9
Trade 7.4 4.1 32.8 14.1 17.6
1 ransport and communications 7.8 12.4 -18.0 -0.3 21.5

17.3Other commercial services 20.7 1.2 13.0 11.3
Public services -6.7 30.1 15.1 7.6 13.4
Total 8.1 12.4 5.9 8.7 100.0

S o u r c e :  CSB o f  Latvia.

In the years  to c o m e  inves tm en t g row th  will a lso  be o n e  o f  the  m o s t  s table 
items o f  d o m e s t ic  dem and .



2.2.6. Price beh av io u r  and  inflation

C o n s u m e r  p r ice  infla tion  in Latvia  (see  F igure  2 .7)  in the  recen t yea rs  w as  
c lose  to the level o f  infla tion  in the  deve loped  coun tr ies  and  a m o n g  the  low es t in 
C entral and Eastern  Europe.
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Fig. 2.7. Consumer price changes (12-month inflation, percent)

S o u r c e :  1996-2003 CSB of Latvia.

In the second  h a l f  o f  2003 and  at the beg inn ing  o f  this  year ,  the  infla tion  rate 
has  rocke ted  in Latvia. A t the  end o f  2003 , the inflation rate rea ch ed  3 .6 %  ( 1 2 -  
m on th  infla tion , D e c e m b e r  o v er  D ecem ber) ,  w h ich  w as  the  h ighes t  level in the 
last six years.

T h e  rapid  g row th  o f  inflation w as  d u e  to the c o in c id e n ce  o f  several factors 
hav ing  an  im pac t on  the  rise o f  prices:

-  the rise o f  the eu ro  ex c h an g e  rate (especia lly  in 2003) ,  w h ich  m a d e  im port  
m o re  expens ive ;

-  the  co n t inuous ly  high and  g ro w in g  dom est ic  d em an d ,  w h ich ,  in turn, w as 
fuelled by  the  rap id  u p su rge  o f  w ag e s  and crediting;

-  the  exp e c ta t io n s  o f  inflation tr iggered  by p sycho log ica l  rea so n s  and  sp e cu ­
lations ab o u t  the expec ted  huge  price rise w hen  Latvia jo in e d  the  EU;

-  the  g row th  o f  adm in is tra t ive ly  regula ted  prices. In 2003  and  at the  b e g in ­
ning o f  2004 ,  adm in is t ra t ive ly  regula ted  prices  g rew  m o re  rap id ly  than in the 
p reced ing  periods;

-  the  w o r ld w id e  rise o f  fuel p r ices  w hich  m ost ly  affec ted  the increase  o f  
prices in April and M ay  2004.



III. T H E  S K E L E T O N  O F  T H E  L A T V IA N  M U L T I S E C T O R A L  M O D E L

3.1 T h e  In pu t-ou tp ut  table and the basic data  base

T h e  basic  pu rp o se  o f  the m ode l is to m ake  long -te rm  p ro jec t io n s  for the  L at­
v ian  ec onom y . T h e  data used in the  p resen t vers ion  are m ost ly  from the input- 
ou tpu t table m a d e  ava ilab le  by  the Latvian  Statistical O ff ice  for  the y ea r  1997. 
Indeed, s ince  1997 the Statistical O ff ice  began  to publish  inpu t-ou tpu t tab les  on 
annual basis; recently ,  the Statistical O ff ice  an n o u n c ed  that the  inpu t-ou tpu t  ta ­
ble for the  y ea r  20 0 0  will be produced  with  new  criteria cance l l ing ,  at the sam e 
tim e, this  table from  the ca ta logue. N ow , acco rd ing  to the last Euros ta t  d irec­
tives, the Input-ou tput tables o f  the  European  U nion  M e m b e r  S ta tes  will be  d is ­
tributed  free o f  ch a rg e  s ince next au tum n. O f  course ,  Latv ian  inpu t-ou tpu t  table 
will be  ava ilab le  as any  o the r  input-ou tpu t table; an y w ay ,  a d irec t  link w ith  the 
Latvian  S tatistical O ff ice  will m a k e  eas ie r  the co l lec tion  o f  t im e  se ries  data for 
the im p lem en ta t ion  o f  the m odel.

A t present,  data on final dem an d  and value added  c o m p o n e n ts  are  not yet 
ava ilab le  in t im e se ries  with  a sectoral detail s im ila r  to that o f  the  10  table. W ith 
the ava ilab le  data, m ostly  from the  10  table, a ske le ton  o f  the Latv ian  m odel has 
been built w ith  a m in im u m  o f  equations .  T h e  10 table  d is t in g u ish e s  dom es t ic  
and im ported  flows; con ta in s  6 final dem an d  c o m p o n en ts  (personal  co n su m p tio n  
expend itu re ,  investm ents ,  inventory  changes ,  exports ,  g o v e rn m e n t  ex p e n d itu re  
and co l lec tive  co n su m p tio n  expend itu re) ;  no value added  c o m p o n e n t  is ava ilab le  
at sectoral level.

M atr ices  and  vec to rs  suppo r t ing  the Latvian m odel a re  co l lec ted  in a file (a 
vam  file descr ibed  in In te rd y m e1) w h ich  cons ti tu te  the basic  data  base. T h e  m a ­
trices and vec to rs  w hich  co m e  from  the 10  table and are  used in the p resen t  ver­
sion o f  the E stonian  m ode l are:

am : the inpu t-ou tpu t coeffic ien ts  m atrix
m m  : the im port  shares  matrix
gm  : the  value  added  shares  m atrix  

these  three m atr ices  are descr ibed  in M. Grassini (2001); then, the  vectors:
o u t  : the  sectoral o u tp u t  vec to r
pce io  : the p r iva te  co n su m p tio n  expend itu re  vec tor
ccp  : the pr ivate  co l lec tive  consum ption  vec tor
gov  : the g o v e rn m e n t  co n su m p tio n  vec tor
pde  : the inves tm en t by p roducers  vec tor
ven : the inventory  ch a n g es  vec tor

1 The following acronyms are from the configuration file o f the Latvian vamfile. This file, 
named vamlat.cfg, is reproduced in the Appendix 1. This file drives the construction o f  the vam 
file by using G7.



ex : the  ex p o r ts  vec tor
imp : the  im ports  vec to r

are from the final d em an d  sec to r  o f  the 10 table; indeed , the  im por ts  v ec to r  is the 
row  sum  o f  the im port  f low s m atrix .

O th e r  vec to rs  c a m e  from the va lue  added  sec to r  o f  the 10 table. T h e y  are:
w agev : w ages
c on tracv : em p loyers '  ac tual social con tr ibu tion
c on tr im v : em p lo y ers '  im puted  social con tr ibu tion
taxprodv : o th e r  taxes on production
su bsp rodv : o th e r  subsid ies  on  p roduction
kconsv : fixed capita l consum ption
opsrp lv : p ro fi ts  -  net opera t ing  surplus
m ix incv : net m ixed  incom e
vad : va lue  added
B esides these  vec to rs  w hich  con ta in  the  value added  c o m p o n e n t  f lows ( they  

end with a V  w h ich  s tands  for values),  there are vec tors  re la ted  to the  unit o f  
output ( the  flow d iv ided  by the sectoral ou tpu t in cons tan t  prices): 

w ag e  : w ag e s
con trac  : em p loyers '  ac tual social con tr ibu tion  
con tr im  : em p loyers '  im puted  social con tribu tion  
taxp rod  : o th e r  taxes  on p roduction  
subsp rod  : o th e r  subs id ies  on  p roduction  
k cons  : fixed capital co n su m p tio n  
opsrpl : p rofits  -  net opera t ing  surp lus 
m ix inc  : net m ix e d  incom e 
unitva  : value  added  
T h e re  are  o th e r  vec tors  
tax p ro d v  : the  net taxes  on  p roducts  vec tor  
w ag v  : the  c o m p en sa t io n  o f  em p lo y ee s  vec tor  
ind taxv  : the o th e r  net  taxes  on  p roduction  vec to r  
rgev  : the  op era t in g  su rp lus  and o the r  incom e
B es ides  these  vec tors  and  m atr ices  ob ta ined  d irec tly  o r  th rough  very  s im ple  

m an ipu la t ion  from  the  10  table, there  a re  o the r  vec to rs  such  as: 
e m p  : the  em p lo y m e n t  vec tor
and  o the rs  w h ich  rep resen ts  ex o g e n o u s  ( fo r  the  s tand ing  a lo n e  m ode l)  var i­

ab les  such  as:
p im : the  im port  prices vec tor

as well as  vec to rs  g ene ra ted  du r ing  the  so lu tion  o f  the model:  
c im  : the  cos t  o f  im ported  m ater ia ls  v ec to r
p d m  : the d o m e s t ic  p rices  vec tor
pm ix  : the domestic  consum ption prices vector (IO  sectoral classification)



Bridge  m a tr ices  for personal  consum ption  and  inves tm en t  are  n o t  yet ava il­
able. C o n seq u en t ly ,  inves tm en ts  by  investors and personal c o n s u m p tio n  c lass i­
fied on the s ide  o f  the c o n s u m e r  are not yet in troduced  in the Latv ian  v am  file.

3.2. E q uation  form u la t ion

T h e  m odel con ta in s  on ly  a set o f  im port share  equations .
W h a te v e r  the ana ly tica l s tructure  o f  a sectoral im port eq u a t io n  m ay  be, total 

(sec toral)  ou tpu t appears  a m o n g  the exp lana to ry  variables . In fact, total real re ­
sources  ( im por ts  p lus  ou tpu t)  vary  to m atch  the total ( in te rm ed ia te  p lus  final) 
real d em and .  A n inc rease  (decrease )  o f  total d em an d  g en e ra te s  an inc rease  (d e ­
crease)  in total resources ;  then, an increase  (decrease)  in d o m e s t ic  o u tp u t  is e x ­
pected  to be  assoc ia ted  to an increase  (decrease)  o f  im ports.  In o th e r  w ords ,  total 
dem an d  is sa tisf ied  w ith  dom es t ic  and fore ign p roductions;  ho w ev e r ,  the shares  
o f  these  tw o "resources"  m ay  vary. Im ports  substitu tion  m e a n s  that im por ts  take 
the p lace o f  d o m e s t ic  p roduc tion ;  im ports elasticity  (no t  equa l  to o n e)  evokes  
that, as  G D P  increases, im ports  m ay increase  (e lastic ity  g ra te r  than one)  o r  d e ­
c rease  (e lastic ity  less than  one)  its w e igh t over  dom estic  resources .

As for  any  e c o n o m ic  variab le ,  there m ay be m any  analy tica l  fo rm s su g ­
ges ted  by the  pure  e c o n o m ic  theory ,  by the ec o n o m e tr ic  a s su m p t io n s  ab o u t  the 
"probabi l i ty  gen e ra t in g  function" and by the eco n o m ic  w isd o m . T h e  p u re  e c o ­
nom ic  theory ,  w h ich  is a s y n o n y m o u s  o f  neoclassical  theory ,  leads to analytical 
fo rm s ded u c ed  th rough  an o p tim iza tion  process  app lied  to ra re ly  o b se rved  func­
tions (such  as utility functions  and production  functions)  but w ide ly  ava ilab le  
from ec o n o m ic  tex tbooks .  T h e  econom etr ic  a s su m p tio n s  m a y  ignore  the e c o ­
nom ic theory  in favour o f  a  rich and sophis tica ted  desc r ip tion  o f  the  ran d o m  e r ­
ror  a t tached  to  any  analy tica l form. For a g iven e c o n o m ic  p h e n o m e n o n ,  the e c o ­
n om ic  w isd o m  suggests  a list o f  d e term inan ts  suppo rted  by e c o n o m ic  theories  
and  by the m ode l bu ilder 's  exper ience .

A n y h o w ,  sectoral ou tpu t  is expec ted  to be  a lw a y s  a m o n g  the exp lana to ry  
variables; th is  im plies  a s im u lta n eo u s  so lu tion  o f  sectoral im por t  and  sectoral to ­
tal o u tp u t2. H ow ever ,  the cho ice  o f  the analytical fo rm  is up  to the model 
builder.

In the  p resen t case ,  sectoral im port share  equa tions  have  been  im p lem en ted .  
T h e  im por t  share  is re la ted  to  the total resource  ( im por ts  p lu s  total ou tput) .  T h e  
analytica l form  is very  naive; g iven  the sectoral im por t  sha re  at the base  year, 
impsho, it varies  fo llow ing  a trend. T hen  for  each  sector,  the im port  share  e q u a ­
tion has the fo l low ing  form

: The Interdyme code fulfils this property in the Seidel function.



impsh, = impsh{) + a* t

w here  the p a ra m e te r  a m ay  be p o sitiv e  o r  n eg a tiv e  in te rp re tin g  resp ec tiv e ly  the 
ca se  o f  im p o rt p en e tra tio n  o r  d o m estic  o u tp u t expansion .

The sk e le to n  o f  the  L atv ian  m odel a llo w s us to  s ta rt a p re lim in a ry  ev a lu a tio n  
o f  th e  m odel p e rfo rm an ce . A ll the  final d em an d  c o m p o n en ts  are assu m ed  e x ­
o g en o u s; each  se c to r  o f  any  final dem and  c o m p o n en ts  fo llo w s th e  c o rre sp o n d in g  
total. In the  p rese n t v ers io n  o f  th e  m u ltisec to ra l m ode l, bo th  im p o rts  an d  o u tp u t 
are en d o g e n o u s  variab les .

S ince  im p o rts  h av e  p ro cessed  as any  o th e r  final d em an d  c o m p o n e n t, the ir 
s im u la ted  v a lu es m ay now  be co m p ared  w ith the "past" and "fu tu re" rec o n ­
struc ted  values.

IV. S I M U L A T I O N  S C E N A R I O S

The sc en a rio  fo r the b ase lin e  is based  up o n  h isto rical d a ta  (1 9 9 6 -2 0 0 3 )  and 
fo recasts  p ro v id ed  by the  E u ro p ean  C o m m issio n  (2 0 0 4 -2 0 0 7 ) . F u rth e rm o re , an 
assu m p tio n  ab o u t the period  20 0 8 —2010  is m ade to p ro d u ce  s im u la tio n s  co v e r­
ing the first d ec ad e  o f  the  cu rren t cen tu ry .

A t p resen t, a s im p le  system  o f  im port eq u a tio n s  is ad d ed  to  the acco u n tin g  
id en tities  co m in g  from  the L atv ian  Inpu t-o u tp u t table. T h en , all the  final d em an d  
and value  added  co m p o n en ts  a re  ex o g en o u sly  g iven . T h e ir  v a lu es a re  ex tended  
fo llo w in g  the g ro w th  ra tes p resen ted  in T ab le  4 .1 . T h is  ta b le  in c lu d es  the  "o b ­
served" im port g ro w th  rates (y ea rs  1 9 9 7 -2 0 0 3 ), an d  from  20 0 4  up  to 2008  those 
assu m ed  by the  E u ro p ean  C o m m issio n ; for the last th ree  y ea rs , the  im port 
g row th  ra te s  a re  a ssu m ed  co n s tan t a round  7,8 p e r  cen t fo r  the se co n d  h a l f  o f  the 
first decade . F rom  I ab le  4 .1 , w e see  that am o n g  the final d em an d  co m p o n en ts , 
ho u seh o ld  c o n su m p tio n  is assu m ed  to se rio u sly  cu t dow n  its g ro w th  ra te  in the 
last th ree  y ea rs  o f  the s im u la tio n  horizon . T h is assu m p tio n  w ill b e  u sefu l to em ­
phasize  the im p o rta n ce  o f  a m u ltisec to ra l m o d e llin g  ap p ro ach .

F rom  the  in p u t-o u tp u t tab le  acco u n tin g  iden tities, o u tp u ts  an d  p rice s  are e n ­
d o g en o u s  by d efin itio n  fo r an in p u t-o u tp u t tex tbook  L e o n tie f  m ode l. S in ce  the 
real side  and  the  nom ina l s id e  o f  the m odel a re  no t ye t in teg ra ted , o n ly  the im ­
pact of the s im p le  sec to ra l im port sh a re  eq u a tio n s  on G D P  is p resen ted .

The g ro w th  ra te s  o f  T ab le  4.1 a llo w s us to co m p u te  the  final d em an d  v ec to r 
and to app ly  the  L e o n tie f  eq u a tio n  to ob ta in  the secto ral to ta l o u tp u t vec to r. 
C o n seq u en tly , the  G D P  is easily  com pu ted .

I he in tro d u c tio n  o f  s im p le  im port sh a re  eq u a tio n s  m ak es im p o rts  e n d o g e ­
nously  d e te rm in ed . In such  a case , d iffe ren ces be tw een  im p o rts  o b se rv e d  and  are 
m irro red  in the G D P  only . T h is  is show n  in T ab le  4 .2  w h ere  the  co m p ariso n  b e ­
tw een  th e  b ase lin e  sc en a rio  o f  T ab le  4.1 and the  s im u la tio n  re su lts  w ith  im ports



en d o g e n o u sly  d e te rm in e d  is show n . T h is  tab le  rep ro d u ces the  g ro w th  ra te  o f  T a ­
b le  4.1 . F or each  item , g row th  ra les a re  show n in tw o lines; the  first line co n ta in s  
the  va lues o f  the  sc en a rio  p resen ted  in T ab le  4 .1: the se co n d  line co n ta in s  the 
d iffe ren ce  from  that scen a rio  for the s im u la tio n  w h ere  the  im p o rts  a re  co m p u ted  
by m eans o f  th e  im port sh a re  equa tions . T h en , it is c lea r  tha t the d iffe ren ce  are 
zero  fo r the e x o g e n o u s  variab les ; d isc rep an c ie s  a rise  for th o se  v a riab les  e n d o g e ­
nously  d e te rm in ed  by the m odel: G D P  and im ports.

T h ese  d isc re p an c ie s  co m e from  secto ral d isc re p an c ie s  g e n e ra te d  by the im ­
port sh a re  eq u a tio n s . F or a n u m b e r o f  sec to rs. F igu res 4 .1 -4 .7  show  the  im ports  
g en e ra te d  a c co rd in g  to the g ro w th  rates o f  the b ase lin e  sc en a rio  (m ark ed  as "sce ­
nario") an d  the im p o rts  en d o g e n o u sly  de term in ed  (m ark ed  as "s im u la ted " ). It is 
p o ss ib le  to  n o te  tha t the cy c le  du e  to  the R ussian  c ris is  in A u g u s t 1998 is w ell 
d e tec ted  for the seco n d ary  raw  m ateria l (F ig u re  4 .7) but failed  in o th e rs  sec to rs  
(in p a rticu la r ag ric u ltu re  and h u n tin g  and  H otel and res tau ran t se rv ices , F igu re
4.1 and  4 .5). T h e  sharp  red u c tio n  o f  the g row th  ra te  in h o u se h o ld  co n su m p tio n  
in the y ea rs  2 0 0 8 -2 0 1 0  does n o t in fluence basic  m e ta ls , fo re stry , logg ing  and 
S econdary  raw  m a te ria ls , w h ile  its im pact is c lea rly  sh o w n  in se c to rs  such  e le c ­
trical energy , ho te l and  restau ran ts  and  ag ric u ltu re  and h u n tin g  w h ich  a re  re la ted  
to  im portan t sh ares  o f  the h o u seh o ld 's  budget.

Agriculture and hunting, products and services
Imports
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F igure  4.1.
S o u r c e :  O w n ca lcu la tion .



Growth rates o f the baseline scenario

1997 1998 1999 2000 2001 2002 2003 2004 2005 2006 2007 2008 2010

Household Consumption 7.0 0.6 -1 .4 5.1 8.2 7.1 8.9 8.4 7.8 7.5 7.0 2.1

Government Expenditure -4 .0 16.4 -3.2 2.6 8.4 4.0 3.0 2.0 2.0 2.0 2.0 3.1

Collective Consumption 0.0 10.5 10.5 10.5 10.5 10.5 10.5 10.5 10.5 10.5 10.5 11.7

Investment 12.2 51.7 -Ó.7 12.3 9.9 3.7 10.6 11.7 10.6 10.5 9.1 6.6

Exports 8.8 4.5 -13.5 10.9 6.2 7.5 6.8 7.8 8.2 8.1 8.2 7.8

Final Demand 9.6 10.5 -6.1 7.9 8.0 6.3 7.9 8.1 7.9 7.8 7.4 5.2

Imports 9.5 13.2 -15.4 7.0 10.5 7.1 13.0 8.0 7.7 7.8 7.7 7.8

S o u r c e :  CSB o f Latvia. Own calculation.
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First line: baseline growth rates; Second line: simulation growth rates measured as difference from the first line

1997 1998 1999 2000 2001 2002 2003 2004 2005 2006 2007 2007-2010
Household Consumption 7.0 0.6 1.4 5.1 8.2 7.1 8.9 8.4 7.8 7.5 7.0 2.1

0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0
Government Expenditure ^t.O 16.4 -3 .2 2.6 8.4 4.0 3.0 2.0 2.0 2.0 2.0 3.1

0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0
Collective Consumption 0.0 10.5 10.5 10.5 10.5 10.5 10.5 10.5 10.5 10.5 10.5 11.7

0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0
Investment 12.2 51.7 -6 .7 12.3 9.9 3.7 10.6 11.7 10.6 10.5 9.1 6.6

0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0
Exports 8.8 4.5 -13.5 10.9 6.2 7.5 6.8 7.8 8.2 8.1 8.2 7.8

0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0
Final Demand 9.6 10.5 -6.1 7.9 8.0 6.3 7.9 8.1 7.9 7.8 7.4 5.2

0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0
Imports 9.5 13.2 -15.4 7.0 10.5 7.1 13.0 8.0 7.7 7.8 7.7 7.8

0.0 -0.6 9.1 1.8 -2.3 -0.7 -4.6 0.8 0.8 0.6 0.2 -2 .2
GDP 5.0 8.7 -0.2 8.3 6.5 5.7 4.5 8.0 7.8 7.6 7.0 2.9

0.0 0.4 6.5 -1 .2 1.3 0.4 2.8 -0.6 -0 .6 -0.5 -0.2 1.4
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B a s ic  m e t a l s

Im p o rts

scen a rio  q  s im u la ted

Figure 4.2.
S o u r c e :  Own calculation.

E l e c t r i c a l  e n e r g y ,  g a s ,  s t e a m  a n d  h o t  w a t e r

Im ports



F o r e s t r y ,  lo g g in g ;  p r o d u c t s  a n d  s e r v i c e s

Im ports

sc c n a n o  n  s im u la ted

Figure 4.4.
S o u r c e :  Own calculation.

H o te l  a n d  r e s t a u r a n t  s e r v i c e s

2000

scen a rio  _ q  s im u la ted



Furniture; other manufactured goods n.e.c.
Im ports

scen a rio  q s im u la ted

Figure 4.6.
S o u r  c e: Own calculation.
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V. C O N C L U S I O N S

I his p ap e r  sh o w s the first a ttem p t to bu ild  a m a c ro ec o n o m ic  m u ltisec to ra l 
m odel of the L atv ian  econom y . L atv ia, as any  co u n try  w h ich  beg an  the  tran s i­
tion to w ard s a m ark e t eco n o m y  a fte r the co llap se  o f  the S o v ie t U n ion , has e x ­
perienced  a d eep  eco n o m ic  cris is  for ab o u t five  years. T h e  re sh a p in g  o f  the 
eco n o m y  an d  the institu tiona l refo rm s -  q u ick ly  in troduced  to  m atch  the E uro ­
pean U nion  o b lig a tio n s  -  beg an  to  p ro d u ce  positive  e ffec ts  a ro u n d  m id  n ine ties; 
at p resen t, L a tv ia  b e lo n g s  to the g ro u p  o f  E u ropean  U nion  M em b er S ta tes w h ich  
p erfo rm  m uch  b e tte r than the fo rm e r EU -15 coun tries.

fh e  L atv ian  S ta tis tica l O ffic e  has a lread y  ad o p ted  the E u ro s ta t s ta n d a rd s  in ­
c lu d in g  th e  p ro d u c tio n  o f  in p u t-o u tp u t tab les fo r the L atv ian  eco n o m y . T h e  tab le  
o f  the y ea r  1997 h as been  used  as the s ta rtin g  tab le  for th e  d ev e lo p m e n t o f  
a m a c ro ec o n o m ic  m u ltisec to ra l m odel.

T h e  sk e le to n  o f  the L atv ian  m odel a llow s us to g iv e  ev id en c e  o f  the  im por­
tance  o f  th is  m o d e llin g  ap p ro ach  fo r po licy  s im u la tio n  p u rp o ses .

fh e  p ro g re ss iv e  e n ric h m en t o f  the  s ta tis tic s  p roduced  by th e  L atv ian  S ta tis ­
tical O ffice  w ill su re ly  fo s te r th e  im p lem en ta tio n  o f  the m odel.
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SPRAW OZDANIE O STANIK GOSPODARKI ŁO TW Y W KONTEKŚCIE  
ROZWOJU W IEŁOSEKTOROW EGO M AKROEKONOM ICZNEGO

MODELU ŁOTWY

Opracowanie zawiera opis gospodarki Łotwy w momencie wejścia do Unii Europej­
skiej. Obejm uje on także lata poprzedzające, począwszy od połowy lat dziewięćdziesią­
tych. Zaprezentowano projekcje wybranych zmiennych m akroekonom icznych zgodnie 
z programem Konwergencji dla Republiki Łotwy. Opis koncentruje się na podstawo­
wych wskaźnikach takich jak PKB, zatrudnienie, płace, inwestycje i inflacja; w miarę 
dostępności danych przedstawiono te kategorie w ujęciu sektorowym, co pozwala doce­
nić głębokość zmian strukturalnych, ciągle jeszcze trwających.

W drugiej części opracowania przedstawiono wielosektorowy model łotewskiej go­
spodarki. Stanowi on pierwszy krok w kierunku budowy nowoczesnego modelu input- 
-output zgodnego z podejściem INFORUM. Szkielet konstrukcji modelu łotewskiego 
oparty jest na tablicy input-output opracowanej przez Łotewski Urząd Statystyczny dla 
1997 r. Podręcznikowy model Lcontiefa wzbogacony został o blok równań importu. 
Symulacja oparta na scenariuszu zgodnym z programem Konwergencji dla Republiki 
Łotwy daje możliwość oceny potencjału w zakresie m odelowania polityki ekonomicznej 
tkwiącego w tym podejściu.


