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Agriculture is a very sensitive issue in Latvia, since the number of persons employed in farming is declining, and other sectors 

of the rural economy cannot guarantee stable income for those abandoning agriculture. Thus state regulated financial support promo-
ting, encouraging and supporting agricultural and rural business development through the provision of long-term, fixed interest rate 
loans and financial counselling services is needed. Many farmers and agricultural undertakings lack their own sources to finance in-
vestments and modernise agricultural production. The shortage of financial means leads to competitive difficulties in foreign mar-
kets. The article focuses on the study of subsidies, credit and investment flows in particular sectors, as the aim of the research is to 
identify the potentialities of subsidies, credits, credit guarantees and investment, and to evaluate their flows in the promotion of the 
development of agriculture and rural entrepreneurship. The research is mainly based on the monographic descriptive method and the 
methods of analysis and synthesis, and covers ca. 13 years. The research concludes that the purchase of new and efficient machinery 
and other equipment by means of credits could facilitate the growth of the mentioned sectors; however the amount of credits availab-
le under targeted crediting programmes is still insufficient.  
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Introduction12 
 
During recent years issues like the increase of com-

petitiveness of production made by farmers and rural en-
trepreneurs in local and foreign markets; the attraction of 
foreign long-term investments in the form of credits or 
co-financing; efficient use of financial resources currently 
available; as well as complete use of the means provided 
by the legislation of the Republic of Latvia for the indi-
rect support of entrepreneurs have become outstanding. 

In compliance with the purpose of the law “On Agri-
culture and Rural Development” adopted by the Parlia-
ment of the Republic of Latvia on April 7, 2004 it is en-
visaged to provide a legal basis for agricultural develop-
ment and to specify sustainable agricultural and rural de-
velopment policy in accordance with the Common Agri-
cultural Policy and the Common Fisheries Policy of the 
European Union. The law determines, however does not 
provide, ways for the achievement of the policy: 

1) the fundamental principles for the implementa-
tion of the agricultural and rural development policy, 
which include the observance of specific regional featu-
res; and state and foreign investments; 
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2) the methods of implementation of the agricultu-
ral and rural development policy, alongside with other 
measures including state aid, the  European Union sup-
port, and credit policy (Lauksaimniecības un lauku 
attīstības likums, 2004). 

The state support policy is liberal since it relies on 
understanding of members of private sector, their possibi-
lities and choice of entrepreneurship form, size of enter-
prise and field of specialization. However state support is 
aimed at those farms that guarantee stable production and 
improve economic efficiency indicators.  Every farm it-
self has to choose the type of agricultural activities, as the 
documents on state policy envisage the provision of state 
support to all sectors of agriculture.  

Both resources from the national budget and foreign 
support or co-financing from different programmes and 
targeted investment, as well as private capital is used to 
cover the needs for the achievement of agricultural and 
rural development in Latvia.  

There are several studies and research done on seve-
ral aspects of crediting and investing in agricultural and 
related sectors in Latvia and other EU new member states 
(Jasjko D., 2000; Kotane I., 2003; Makutenas V., Maku-
teniene D., 2004; Mazūre G., 2000, 2002; Ohvril T., 
2003; Špoăis K., Strīėis V., 2002; SaktiĦa D., 2005; Ja-
kušonoka I., 2001; Naujokiene R., 1999; Danilowska A., 
2002; Nurmet M., 1999; Paarts V., 1999; Stanikunas D., 
1999), yet they look upon the problem from different as-
pect. The present research focuses on the particular ana-
lysis of the dynamics and amount of financing received in 
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agricultural and rural sectors, therefore the hypothesis of 
the study: financial support for agriculture and rural sup-
port increases, yet it is insufficient due to a small number 
of crediting programmes. The aim of the research is to 
identify the potentialities of subsidies, credits, credit gua-
rantees and investment, and to evaluate their flows in the 
promotion of the development of agriculture and alterna-
tive rural entrepreneurship.  

The research comprises the development of the fol-
lowing tasks: 

1) survey of the state aid-subsidies; 
2) identification of credit resources envisaged for 

agricultural and rural development; 
3) evaluation of agricultural and rural development 

crediting programmes; 
4) estimation of the results of credits guarantees 

provided to rural entrepreneurs. 
The information compiled by the Ministry of Agri-

culture, the Central Statistical Bureau of Latvia, the legis-
lation of the Republic of Latvia, materials of the Mortga-
ge and Land Bank, the Rural Development Fund, the As-
sociation of Latvia Commercial banks, scientific publica-
tions and other materials have been used for the purpose 
of the study. The research is mainly based on the monog-
raphic descriptive method, as well as the methods of ana-
lysis and synthesis are used to study the problem ele-
ments and synthesize coherencies or formulate regulari-
ties. 

 
Results and discussion 
 
Subsidies for agricultural and rural development 
 
In 2004 the law “On Agriculture and Rural Deve-

lopment” was passed and the purpose of the law is to 
provide a legal basis for agricultural development and to 
specify sustainable agricultural and rural development 
policy in accordance with the Common Agricultural Poli-
cy and the Common Fisheries Policy of the European 
Union. Thus the state aid and the European Union sup-
port shall be granted to promote agricultural and rural de-
velopment, as well as to raise the standard of living for 
the population of rural territories. Now the law determi-
nes that the state support for agricultural development in 
the form of subsidies may not be less than 2.5% of the to-
tal expenditures of the annual base budget that are cove-
red from grants from general revenues, deducting the 
contributions to the budget of the European Union (Lauk-
saimniecības un lauku attīstības likums, 2004). The law 
states the minimum amount of cash flow to be channelled 
for the development of agricultural competitiveness and 
is the only legislative enactment that ensures regular and 
projectable amount of the state support financing.  

In 2006, total spending of subsidies within the fra-
mework of the programme amounted to LVL 58.09 mil-
lion, representing a significant increase in comparison 
with the previous year. State support activities for 2006 
were defined based on the business strategy 2003-2006 of 
the Ministry of Agriculture and the guidelines “On deve-
lopment of agriculture in rural areas of Latvia in 2003-
2006” that both are policy planning documents defining 
the aims and directions of agricultural development and 
the means of their achievement Ministry of Agriculture, 
2006). Adverse agro-climatical conditions in 2006 sustai-
ned significant losses to agricultural producers. In order 
to provide compensations for losses sustained to agricul-
ture and hunting by draught, additional financing in the 
amount of LVL 25.8 million was granted to the subsidy 
programme. The following disbursements of support fun-
ding were made in 2006: 

1) financing in the amount of LVL 18.81 million 
was disbursed to compensate losses sustained by draught 
in the sector of crop-farming; 

2) financing in the amount of LVL 5.76 million 
was disbursed to compensate losses sustained by draught 
in the sector of cattle-breeding; 

3) financing in the amount of LVL 0.49 million 
was disbursed to compensate losses sustained by draught 
in the sector of forestry (Ministry of Agriculture, 2006). 

The amount of allocated subsidies has consistently 
increased and in 2006 has grown 13.2 times in compari-
son with 1994 totally exceeding LVL 58.1 million.  The 
highest absolute increase of the chain of subsidies was 
observed in 2006, when the amount of subsidies had inc-
reased by LVL 30.05 million and the highest absolute 
increase of the basis was also observed in 2006. The very 
significant rate of decrease of the basis reached in 2004 
and followed by a considerable growth in 2006 has to be 
mentioned, when the amount of disbursed subsidies had 
decreased and increased by 1258% and 2950% respecti-
vely (Figure 1). 

Overall, 17 support measures were successfully im-
plemented in 2006, of which the largest financing was 
spent on breeding development in the sector of cattle-
breeding, where subsidies amounted to LVL 9.99 million 
or 17.2 % of the total subsidy programme, of which LVL 
4.96 million were spent on breeding measures in dairy-
farming. Within the framework of this measure, subsidies 
for the purpose of determining the genetic quality were 
granted to owners of herds of cows as a single payment 
amounting to LVL 34 per each managed cow for which a 
productivity index has been calculated. 

In order to increase the value added of the outputs 
and raise the quality of agricultural produce, as well as 
considering that no investment support payments from 
the EC were yet available in 2006, the second largest sha-
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re of financing was spent on interest payments on loans 
and agricultural investment. Total spending on these me-
asures in 2006 amounted to LVL 11.05 million or 19 % 

of the total support funding (Latvijas lauksaimniecība un 
lauki, 2006). 
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Fig. 1. Total amount of financing allocated under the state subsidies programmes between 1994 and 2006, LVL million 

Source: Ministry of Agriculture (1994-2006) 
 

Development of Credit Market of Agriculture and 
Rural Entrepreneurship 
 
The credit market of agriculture and rural entrepre-

neurship in Latvia has been basically initiated and deve-
loped through the resources allocated by international fi-
nancial institutions. The first loans allocated by interna-
tional organizations and received already in December 
1991 were followed by agricultural credits disbursed in 
1992 and G-24 loan allocated by the International Mone-
tary Fund and the European Union. These credits were 
aimed at stabilization of the balance of payments, deve-
lopment of production in agriculture and private sector. 
Next from 1994 to 2001 crediting of the agrarian sector 

has been implemented under the credit lines approved by 
the International Bank for Reconstruction and Develop-
ment, i.e., the farmers and rural entrepreneurs received 
loans through the Agricultural Development Project and 
Rural Development Project credit lines. 

The Association of Latvia Commercial banks has 
started to compile the information on the breakdown of 
credits disbursed to domestic enterprises in the sectors of 
national economy only from 1994. Therefore this year 
was assumed as the base year for the analysis of the agra-
rian credit market. In 1994 the credit balance of the agri-
cultural enterprises in the commercial banks of Latvia 
was LVL 28.3 million (Figure 2). 
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Fig. 2. The dynamics of the balance of credits disbursed to the agrarian sector of Latvia and its share in the general credit portfolio within 1994 – 
2005 

Source: the Association of Latvia Commercial banks (1994-2005) 
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The radical changes and fluctuations shown in Figure 
2 give the basis for several conclusions and estimations:  

• both the amount of credit balance and the share 
of credits disbursed to the agrarian sector in the general 
credit portfolio has radically decreased during the first 
years of the period analysed. The financial crisis started 
in the spring of 1995 and the following measures of the 
Bank of Latvia restricting and reprieving the activities of 
several commercial banks explain the reduction. During 
1995 and 1996 the banks practically ceased granting of 
credits, and passed over to other sources of income. The 
credit market was experiencing a marked stagnancy, sin-
ce the amount of disbursed credits practically did not inc-
rease up to the end of 1996; 

• radical changes were observed starting from 
1997 and the amount of credit balance disbursed to the 
agrarian sector has consistently continued to grow for the 
following years; and in 1998 the share of agrarian credit 
balance increased simultaneously with the growth of the 
balance of credits disbursed to the agrarian sector. The 
state financial support to the agriculture initiated in 1998 
explains the growth of the figures. This support helped 
the agrarian sector to regain the financial trust and conse-
quently the banks came at a more active crediting of the 
sector;   

• within 1999 - 2001 the two figures have changed 
in antipodal directions – the share of credit balance in the 
general credit portfolio rapidly decreases with  a consis-
tent and significant growth of the amount of the balance 
of credits disbursed to the agrarian sector. The main rea-
son for the unfavourable situation is a sharp increase of 
the share of credits disbursed to other sectors of national 
economy; 

• during the period analysed the share of the agra-
rian credit portfolio in the general credit portfolio has 
decreased from 8.5 % in 1994 to 5.7 % in 2005. The sha-
re of agrarian credits has fallen regardless of the fact that 
the amount of credits being at disposal of commercial 
banks increases with every year.  

• within the couple of recent years the amount of 
credit balance has consistently grown, which is mainly 
impacted by the improvement of the economic situation 
in the country and accession to the EU. 

The analysis of the absolute dynamics on the balance 
of disbursed credits also evidences the comparatively ra-
dical fluctuations in crediting of the agrarian sector. The 
largest absolute increase of the row was observed in 
2004, when the amount of credits has increased by LVL 
60.4 million in comparison with the previous period. The 
establishment of a non-profit state joint stock company 
“Rural Development Fund” in 1994 was another factor 
leaving a significant impact on active involvement of the 

banks in agricultural and rural crediting. The objective of 
the fund is to guarantee the repayment of credits disbur-
sed to the farmers having insufficient collateral securities. 
The largest absolute increase of the base of disbursed 
credit balance was observed at the end of the period ana-
lysed – in 2005, when the amount of credit balance has 
increased almost 7 times in comparison with the base 
year and has amounted to LVL 208.5 million.  

 
Agricultural and rural entrepreneurship crediting 
programmes in Latvia 
 
The Ministry of Agriculture in cooperation with the 

Latvia Mortgage and Land Bank has elaborated pro-
grammes of special purpose crediting to enhance the at-
traction of capital for agriculture and rural entrepreneurs-
hip. In 2001 and 2002 the government of the Republic of 
Latvia accepted these programmes and envisaged the fi-
nancing for the programmes from the state principal bud-
get.  

 
Long-term Investment Crediting Programme of 
Agriculture  
 
The Long-term Investment Crediting Programme of 

Agriculture (Investment Programme) was approved by 
the decision No 48 of the Cabinet, the Republic of Latvia 
on October 9, 2001. The programme was initiated in Ap-
ril, 2000 after the signing of the contract between the Mi-
nistry of Agriculture and the state joint stock company 
“Latvia Mortgage and Land Bank” (LMLB).  

The total disbursement of the programme amounts to 
LVL 24 million. Therefore in 2001 the equity capital of 
the state joint stock company “Latvia Mortgage and Land 
Bank” was increased by LVL 8 million. The government 
allocated the financing through the capitalization of the 
World Bank loan. The rest of the funding amounting to 
LVL 16 million was credit resources attracted by the 
bank itself.  

The main objective of the programme is to promote 
the establishment of sustainable and competitive farms in 
capital capacious sectors of agriculture. The programme 
aims to achieve the set objective through:  

• the establishment of a long-term financial offer 
acceptable to rural farmers; 

• the promotion of positive structural changes and 
acceleration of attraction of investments for the establis-
hment of an optimum size farms; 

• the promotion of increase of the competitiveness 
of rural farms; 

• the reduction of agricultural maintenance costs in 
the future; 
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• the establishment of conditions for more valuable 
use of the European Union agricultural support program-
mes after the accession to the EU; 

• the reduction of social strain in rural areas caused 
by incapability of small or medium-scale farmers to at-
tract financing for the development of agricultural pro-
duction (Lauksaimniecības ilgtermiĦa investīciju kre-
ditēšanas programma, 2001). 

The Long-term Investment Crediting Programme of 
Agriculture is envisaged only for the producers of agri-
cultural produce in Latvia and cooperative societies pro-
viding agricultural services. The financial objective and 
mission of the programme is to provide the farmers of 
Latvia with cheaper credit resources for long-term in-
vestments – loans with the repayment period up to 20 
years and annual lending rate of 7 %.  

Since initially the actual lending rate exceeded 7%, 
the Ministry of Agriculture recompensated the existing 
difference of interest rate using the agricultural subsidy 
resources. At the end of 2002 the lending rate fell below 
the limit of 7% and there was no need for further additio-
nal compensations. Starting from June, 2003 farmers 
might receive long-term investment loans with the annual 
lending rate of 6.8 %, but from January 2005 the annual 
lending rate is 4 % for the farmers engaged in biological 
agriculture, and agricultural cooperatives; and 5 % for ot-
her farmers.  

The following projects are eligible for financing un-
der the programme: buildings under construction for the 
production of agricultural produce and buildings of hyd-
ro-technical structures for licensed entrepreneurship in 

fishery; reconstruction of agricultural production units, 
and technological equipment, including the procurement 
of land used for agriculture; investments in water and 
energy supply equipment; and development of rural infra-
structure. The programme does not envisage the finan-
cing for the purchase of livestock, construction of hydro-
stations, building and reconstruction of non-agricultural 
structures, as well as the purchase of mobile agricultural 
machinery necessary for outdoor activities. The criteria 
for loan eligibility are selected to stipulate the formation 
of larger-scale farms and also to support financially grea-
ter number of farmers, therefore the financial amounts for 
projects under crediting were restricted in the range from 
LVL 5 000 up to LVL 200 000 (Lauksaimniecības ilg-
termiĦa investīciju kreditēšanas programma, 2001).  

On January 1, 2006 totally 338 loans for the amount 
of LVL 11.63 million were allocated. The average len-
ding period is 8.7 years and the average size of loan is 
LVL 34 thousand. The largest share of loans constituting 
45.4 % has been approved for the development of the 
main priority sector in Latvia – dairy farming (construc-
tion and reconstruction of cattle-sheds, purchase of mil-
king units). Such a solution may be considered as a suc-
cess and logic action.  Also farmers cultivating grain have 
been very active, as 22.7 % of the total amount of loans 
has been approved to this sector, namely, construction 
and reconstruction of grain drying-kilns and storage hou-
ses (Figure 3). 
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Fig. 3. The structural breakdown by sectors of loans approved under the Long-term Investment Crediting Programme of Agriculture  

between 2002 and 2005 
Source: Latvia Mortgage and Land Bank and the Ministry of Agriculture of the Republic of Latvia (2002 - 2005) 
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According to Figure 3 which includes the results of 
the research on the structural breakdown of loans, it is se-
en that agricultural services constitute very small share, 
however it could be a quite profitable type of income 
providing services to those small and medium-sized far-
mers who cannot afford credits for the procurement of te-
chnological equipment and machinery. Unfortunately due 
to the small amounts of loans it is difficult to assess the 
interest of farmers.  

 
Programme for Crediting the Procurement of 
Land Used for Agriculture  
 
The issue for the re-establishment of the title to land 

has been the primary aspect of the land policy in Latvia 
so far. The land reform has resulted in such a topical is-
sue as a rational use of land used for agriculture. Therefo-
re the Ministry of Agriculture elaborated the Programme 
for Crediting the Procurement of Land Used for Agricul-
ture (Land Programme) under which the state joint stock 
company “Latvia Mortgage and Land Bank” opened the 
credit line for the amount of LVL 1.5 million, later  the 
credit line was expanded. Land Programme was started in 
2002 and finished its functioning at the end of 2005, be-
cause the total credit amount of LVL 9 million was used. 
Within the Land Programme farmers might receive long-
term loans (with repayment term of 20 years) with the 
annual lending rate of 4% for the procurement of land 
used for agriculture. Since the existing market lending ra-
tes were higher than 4%, the Ministry of Agriculture co-
vered the rate difference from the agricultural subsidy re-
sources. The programme had the following objectives: 

1) to launch the functioning of efficient market of 
land used for agriculture;  

2) to enable the development of competitive produc-
tion areas and land consolidation in compliance with the 
EU standards; 

3) to promote efficient management of land used for 
agriculture (Lauksaimniecībā izmantojamās zemes 
iegādes kreditēšanas programma, 2002). 

On January 1, 2006 totally 545 loans for the total 
amount of LVL 7.8 million have been disbursed with the 
average price of land 264 LVL/ha. The programme has 
ensured the investment of loans into the procurement of 
land necessary for the expansion of the priority agricultu-
ral spheres – dairy farming, grain production and vege-
table growing. The year 2003 has been the year of the 
change, when the activity of both programmes has dimi-
nished, mainly due to uncertainty related with the expec-
ted accession to the EU. The situation has changed from 
2004, due to the receipt of the EU area payments and the 
resulted unstable relations between the farmers and land 
owners from whom the land is leased. Uncertainty on the 

possible future actions of land owners forced the farmers 
to search for solutions to become the owners of land 
themselves thus ensuring further production and existen-
ce potential.  

 
Programme for the Development of Non-
agricultural Entrepreneurship  
 
The Cabinet approved the Programme for the Deve-

lopment of Non-agricultural Entrepreneurship at the end 
of 2002, which means that actually the implementation of 
the programme was started and it was finished also in 
2003. The general objective of the programme was the 
promotion of the rural economic development, supporting 
non-agricultural entrepreneurship, improving the rural in-
frastructure, perfecting the rural scenery according to the 
business needs and observing the requirements for envi-
ronmental protection. The programme had the following 
tasks: 

1) to facilitate the receipt of financial support for the 
start and development of non-agricultural business in ru-
ral areas, thus solving of rural population employment 
problems and increase of income are promoted; 

2) to promote the development and livening of rural 
population incentive to enhance the participation of eco-
nomically non-active rural inhabitants into the rural en-
trepreneurship (Nelauksaimnieciskās uzĦēmējdarbības 
attīstības programma, 2003). 

The total financing of the programme was LVL 5.2 
million and it was completely disbursed in 2003. 

The programme envisaged a significant reduction of 
rural unemployment (by 9 %), increase of income per one 
household member (in average by 2 %) and possibility 
that 0.3% of natural farms started commercial activities 
(Lauksaimniecības gada ziĦojums, 2003). The target ter-
ritory of the programme included the whole territory of 
Latvia, except for the largest seven towns and regional 
centres having no status of the region of special support. 
The largest share of loans and grants were approved to 
the sector of tourism and recreation, as well as for the de-
velopment of woodworking (LMLB, 2003). 

 
Credit Guaranties for the Rural Farmers 
 
The state joint stock company “Rural Development 

Fund” established in 1994 on the basis of the decree of 
the Cabinet of Ministers is responsible for granting credit 
guarantees to the farmers and other rural entrepreneurs of 
Latvia. The basic objective of the fund is to promote the 
development of rural areas and the agrarian economy in 
Latvia by supporting the increase of the efficiency of ag-
ricultural produce, creation of new jobs in rural areas, as 
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well as the growth of the quality of agricultural produce 
and exports.   

Between May, 1997 and December 31, 2006 the fund 
granted 2359 credit guarantees for the total amount of 
LVL 55.40 million, thus farmers and rural entrepreneurs 
might receive credits for the amount of LVL 147.39 mil-
lion (Latvijas lauksaimniecība un lauki, 2006). The num-
ber of the given guaranties has decreased for amount of 
66 % compared to 2003 that is related to the interruption 
of implementation of the Development Programme of 
Non-agricultural Entrepreneurship and the SAPARD pro-
gramme. The analysis on the targets of the use of guaran-
teed credits showed that credits are most often guaranteed 
for the procurement of machinery (46.3 %), to cover the 
needs for the working capital (14.1 %) and construction 

and purchase of equipment (12.3 %). Credit guarantees 
have been granted in the following spheres: moderniza-
tion of agricultural technique and equipment, purchase of 
high value animals, construction of new production struc-
tures and reconstruction of the existing facilities, const-
ruction of warehouses for fruit, vegetable and grain, 
construction of small hydropower stations, renovation of 
fur-farming, development of rural tourism, non-
traditional agriculture, fishery and other spheres (Latvijas 
lauksaimniecība un lauki, 2005). As a result of loan repa-
yment, 1059 loan guarantees have become invalid for the 
total amount of LVL 17.12 million, including 143 gua-
rantees in 2006 for LVL 3.24 million. As at January 1, 
2007, 1266 loan guarantees for the total amount of LVL 
23.02 million were valid. 

 
Table 1. Credit guaranties granted by the state joint-stock company “Rural Development Fund” between 1997 and 2006 

 

  
Number of guarantees 

Amount of allocated guarantees                           
(thousand LVL) 

Amount of received credits          
(thousand LVL) 

1997 55 489 1 567 
1998 108 1 266 4 615 
1999 94 593 2 286 
2000 53 518 1 709 
2001 156 1 968 3 848 
2002 307 6 046 15 002 
2003 618 15 215 33 288 
2004 423 12 086 34 024 
2005 337 9 952 30 732 
2006 208 7 273 20 324 

1997-2006 2359 55 407 147 395 

  Source: Rural Development Fund (1997-2006) 

 
In 2006, the Fund provided guarantees to all loan gu-

arantees requested by banks for loans issued to rural en-
trepreneurs having met the loan guarantee rules of the 
Fund. It is expected that in 2007 the demand for loan gua-
rantees will grow about twofold in comparison with 
2006, as the EU structural funds will become available. 

 
Discussion 
 
The amounts of foreign investment funded into the 

equity capitals of agrarian and forest enterprises are small 
in comparison with the investment stock in food and wo-
od production enterprises. The estimation of the analysed 
sectors and periods gives the basis for the conclusion that 
the food and drinks production enterprises have received 
the greatest amount of foreign investments, in compari-
son with the agrarian enterprises. If the amount of accru-
ed foreign investments in the sectors analysed is compa-
red to the amount of accrued investments in all the sec-

tors of national economy, it may be concluded that this 
share is relatively small. At the end of 2006 the entrepre-
neurs from Denmark, Great Britain, Finland and Sweden 
have made the majority of investments in the equity capi-
tal of agrarian enterprises of Latvia. But the entrepreneurs 
form Scandinavia, particularly; Denmark and Norway 
have greatly invested into the equity capital of forest and 
timber enterprises. Food industry has received the majori-
ty of resources from the investors of Sweden. Besides the 
investors from the USA, Estonia, Ireland and the Nether-
lands have invested resources into the particular sector. 
Enterprises manufacturing wood and cork have received 
the majority of capital from the investors from Great Bri-
tain, Germany, Sweden and Denmark. The EU entrepre-
neurs mainly invest the capital into the enterprises produ-
cing food and drinks. But the CIS entrepreneurs invest 
the majority of the capital into timber industry, while the 
resources from the investors representing the continent of 
America are invested both into food and timber indust-
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ries. The assessment of general tendencies shows that the 
enterprises manufacturing export-worthy goods are at-
tractive to foreign investors and thus they receive the ma-
jority of investments (Investments in Latvia, 2006).  

 
Conclusions and Proposals 

 
1. Since fragmented and unspecialised manage-

ment hinders agricultural production to meet the EU 
standards and impedes the supply of agricultural produce 
for processing industry, it is necessary to allocate finan-
cial support for agriculture to improve the efficiency of 
agricultural production and promote the development of 
commercial and competitive farms resulting in a growth 
of farm income level and economic and social welfare of 
farmers.  

2. The Long-term Investment Crediting Program-
me of Agriculture and the Programme for Crediting the 
Procurement of Land Used for Agriculture have created 
the possibility for farmers to receive loans for economi-
cally more advantageous reduced lending rates.  

3. The largest share of loans under the Long-term 
Investment Crediting Programme of Agriculture constitu-
ting ca. 46% has been disbursed for the financing of dai-
ry-farming projects, as the main priority agricultural sec-
tor of Latvia.  

4. The credit guarantees granted by the state JSC 
“Rural Development Fund” have most often been used to 
obtain credit for the procurement of new highly efficient 
machinery. The procurement was facilitated by the state 
program of subsidies for the development of agricultural 
production and technological modernization.   

5. Several factors, like the state macroeconomic 
stability, level of produced assets, load of the present ca-
pacities and compliance with modern technologies and 
other factors, explain the recently increasing amount of 
financial resources and consequently investments into ag-
ricultural and rural sectors.    

6. The state support policy should be targeted at 
the support of those agrarian sectors the development and 
stabilization of which are the most efficient one.  

7. The farmers of Latvia have to use the resources 
of the programs envisaged for the long-term investment 
crediting, as well as the state support resources (subsi-
dies) in the most optimum and efficient way in order to 
develop sustainable and competitive farms, production 
areas complying with the EU standards, to hasten the re-
forms in the structure of labor force, as well as to promo-
te efficient management of the land used for agriculture.   
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