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After establishment many enterprises make no progress. Studies show that entrepreneurship is influenced not only by traditional 

economic resources, but also by social capital. In the paper connections between the characteristics of social capital of entrepreneurs 
and the characteristics of economical success of activities have been ascertained. The calculations are based on the results of the sur-
vey conducted in Zemgale region in 2004. The following features have been chosen as indicators of farmers’ economic success: area 
of agricultural land, changes in the land area during the last 10 years, use of the EU financial assistance within the SAPARD Fund, 
the present standard of living of farmers’ families and respondents’ opinion on the viability of their farms in the future. Input data 
shows that membership of farmers in organizations, associations and cooperatives of agricultural type, as well as trust in the institu-
tions, which have an impact on the economic development of farms are especially important elements of social capital. These ele-
ments of social capital demonstrate very close correlation with general indicators of economic development.  
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Introduction 

 
After independence of Latvia was regained entrepre-

neurship has been rapidly developing in the country. 23 
170 enterprises were registered in 1993; while in October 
2004 they numbered to 139 393 or 6 times more.  

Nevertheless, many enterprises have been liquidated, 
have become insolvent or have not made progress or 
stagnate since the time of their establishment. In 12 years, 
more than 44 thousand enterprises or 24% of all regis-
tered enterprises have been liquidated. During the time of 
creating new farms, the starting conditions were eco-
nomically and socially equal for many farmers. Never-
theless, only a small part of them have grown into mod-
ern and profitable farms, the others have made no pro-
gress and still have inefficient production or produce 
nothing at all. There are plenty of reasons for this. The 
need for a detailed research on economic activities of 
farms is also caused by the fact that since Latvia joined 
the EU, the competition in entrepreneurship has in-
creased. This is the problem situation of this research.    

In this work references to literature on social capital 
and the input data of the survey of the farmers are used to 
reveal the key factors of success from the aspect of social 
capital. Many authors like K. Špoģis (2002), B. Rivža 
(2001) in their analyses of land, capital and labour have 
proved that upon equal endowment of these resources, the 
results of entrepreneurship are always quite different. So-
cial capital plays an important role in the evaluation of 
the economic risk for farms, (Wolz, 2004).  

Analysis of the papers of Latvian scientists (2004, 
2003), research done by F. Fukuyama (2001, 1995), R. 
Putnam (2001, 1993), A. Portes (1998), as well as search 
for the methodology of social capital study (2004) have 
brought to the following conclusions: 

• social capital is recognised as an important phe-
nomenon in social sciences in general, and in 
economics particularly (Harper, 2001); 

• social factors as such also have an important 
place in the economy.   

Therefore, indicators of social capital have been 
chose for the characteristics of successful rural entrepre-
neurship on the basis of concepts presented by the above 
mentioned scientists. 

The analysis of registered and liquidated farms in 
Latvia shows that the study of the factors of success in ru-
ral entrepreneurship is especially important. At the be-
ginning of 1990’s, a rapidly growing number of farms 
was observed, but since the year 1998 the process of their 
liquidation has started (Table 1). 

The data presented in Table 1 shows that there are 
different factors in rural areas, which also determine the 
success of entrepreneurship. Therefore, this paper focuses 
on the role of social capital in rural areas.  

The aim of the work – to clarify the role of the 
presence of social capital in farmers’ entrepreneurship. 
The following tasks have been set:  

• to define the elements of social capital, which 
could hypothetically be important in rural entre-
preneurship, by referring to already approved indi-
cators of social capital and previous  research;  

• to analyze the survey data on the farm leaders and 
to ascertain the relationship between the indicators 
of social capital and the indicators of farms’ eco-
nomic success.  
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Table 1.  Registered and liquidated farms in Latvia 
 

Year  Registered farms Liquidated farms 
1991 1767 0 
1992 19005 7 
1993 5792 8 
1994 3022 5 
1995 2003 41 
1996 1121 72 
1997 1340 151 
1998 771 713 
1999 682 459 
2000 577 350 
2001 389 400 
2002 281 340 
2003 351 388 

By October 20, 2004 399 388 
Total  37500 3322 

Source: The Register of Enterprises of the Republic of Latvia (to 20.10.2004.), www.lursoft.lv 
 

Information, materials and methods 
 

To achieve the aim and tasks of the research, the sur-
vey has been conducted by using the stock questionnaire 
method. The survey was conducted in Zemgale-1 region 
in March and April 2004. In Latvia, this region is known 
as the region of intensive agriculture and more than 250 
farmers have been surveyed. 207 of the questionnaire 
forms filled-in by rural entrepreneurs were recognized 
valid. The data was processed by using the software Sta-
tistical Package for Social Sciences.  Statistical signifi-
cance between indicators of a sample was calculated ac-
cording to the Chi-square method. As interdependent in-
dicators were recognised those, which were interdepend-
ent with a probability of 95% (α=0,05). The calculated 
dependence is shown in Figures.  

The achieved overall data of sample shows that most 
farmers were at age of 36 to 49 (39,6%) and the age of 50 
to 64 accounted for 35,3% of all respondents. 11,1% of 
respondents were older than 65. Farmers were stated to 
have a good education level - 30,4% of all respondents 
had a university level education and 62,8% - finished a 
secondary school or a vocational school. Only 6,8% had 
primary education.  

About one third of all respondents had jobs outside 
their farms. 18,8% recognized that it was necessary be-
cause of an inadequate income from their farms. For oth-
ers, additional job meant access to social contacts, new in-
formation, or it was just a routine they did not want to quit.  

After long discussions and also drawing on other re-
search papers, the following indicators of farms economic 
success were selected: 

• agricultural land area, ha;  
• changes in land area during the last 10 years; 

• the use of SAPARD funds for the farm devel-
opment;  

• the present standard of living of farmers’ families;  
• respondents’ opinion on the viability of their 

farms in the future.  
The study was based on F. Fukuyama definition of 

social capital – social capital is institutionalised informal 
norms, which facilitate cooperation among two or more 
individuals. These norms can vary from interaction be-
tween two friends down to very complex doctrines of 
norms. To reveal which elements of social capital were 
more important in entrepreneurship, the following in-
dicators were chosen:  

• membership of farmers in different kinds of so-
cial activities;  

• collaboration and co-operation in rural areas;  
• trust in institutions and social trust in people. 
 
Results 

 
First, the available statistics was used in the analysis 

of economic indicators of farms. After that, the current 
situation of farms was clarified. The survey data and 
farmers calculations on the viability of their farms in the 
future were used as a basis.  

According to the official statistics the average farm 
size in Latvia in 2003 was only 42 ha (Table 2). Never-
theless, in rural areas, especially in Zemgale, the trend of 
substantial growth of average farm size was observed. 
Very often it reached 200 – 300 ha in size, but the largest 
farms exceeded 700 ha. The increase in size of farms was 
due to quite big rented areas. 
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Table 2. The average size of farms by regions in 2002 
 

Utilized agricultural area, ha Region 
Total rented 

Proportion of rented areas, % 

Riga region 63,8 34,6 54,2 
Vidzeme 64,4 22,5 34,9 
Latgale 39,2 6,3 16,1 

Kurzeme 59,9 27,1 45,2 
Zemgale-1 82,6 52,6 63,8 
Zemgale-2 69,7 36 51,7 
Average 60,9 26 42,7 

Source: Latvia State Institute of Agrarian Economics (2003), FADN 
 

Table 2 shows that Zemgale–1 (districts of Bauska, 
Dobele and Jelgava) is the region with the biggest farms 
having 82,6 ha of agricultural land area on average, also 
the largest share of rented area - 63,8% is observed there.  

Farms’ activities in getting financial assistance from 
SAPARD funds were also evaluated. In total, Latvia has 
had the access to SAPARD funds amounting to LVL 72 
million. By June 2004, LVL 33,2 million from the SA-
PARD fund had been used for 1098 projects. 712 already 
approved projects are still waiting for the money. The pro-
gramme “Investments in Agricultural Holdings” was the 
programme most oriented towards rural entrepreneurs. 
689 projects participated in this programme in Latvia 
where the EU financial assistance amounted to LVL 13 
719 998. Most of these projects were implemented in 
Zemgale, in total reaching LVL 7,7 million. Farms used 
SAPARD assistance for modernization projects, for in-
stance, purchasing new tractors or other machinery. The 
survey analysis shows that this possibility has been 
mostly used by the strongest and more developed farms. 
In this survey, 14,5% of all respondents have participated 
in SAPARD projects. The others have not done that for a 
variety of reasons. 

The respondents were asked to evaluate the current 
financial situation of their farms. 11,1% of them consid-
ered it as good, but 15,5% declared it as bad. The rest of 

respondents (73,4%) were satisfied with their current fi-
nancial situation.  

Farmers were also asked to express their vision for 
the next five years after joining the EU. 48,3% of farmers 
were sure about the viability of their farms, but 9,2% 
were thinking about liquidation of their farms over the 
next years. Others (42,3%) had no opinion. Note that sur-
vey was made short before joining the EU.  

Table 3 reveals the membership in different societal 
activities and its connection with farming. Here a close 
relationship between the indicators of farming and the re-
spondents activities in different professional associations, 
societies and partnerships, as well as in agricultural socie-
tal organizations is seen.  

The respondents’ involvement in political parties and 
organizations, as well as in religious organizations was 
also analysed. Out of 207 respondents, only six were 
members of a political party or a group and only eight of 
them were involved in religious organizations. These 
types of organizations were excluded from further analy-
sis.  

Distrust and inactivity are characteristic to most 
farmers not only regarding social activities, but also re-
garding professional organizations. It is interesting to 
note that farmers mostly had trust in local governments 
(46,12%). 

 
Table 3. The correlation between indicators of economic development and social activities 

 
Membership in social activi-

ties 
Farmed 

land area 
Changes in 
land area 

Activities in 
SAPARD 

Current situation 
of the farms 

Evaluation of viability of the 
farms in near future 

Professional associations, so-
cieties, partnerships 0,000* 0,001 0,083 0,680 0,039 

Agricultural societal organi-
sations 0,000 0,001 0,012 0,378 0,094 

Work groups in local gov-
ernment 0,312 0,532 0,625 0,061 0,615 

Sport activities 0,188 0,200 0,061 0,230 0,045 
Amateur performances 0,405 0,164 0,210 0,209 0,764 

Source:  Calculations are done by the authors and based on the survey data. Figures in the table are p-values (Chi-square test) 
     * in bold - p-values lower than 0,05. These correlations are significant. 
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In general the surveyed farmers evaluated rural co-
operatives as good (59,4%), only 2,4% were strongly 
negative about them. The others had no opinion. The ma-
jority of respondents (60%) thought that the involvement 
in co-operatives could have a positive impact on their 
farms. It is interesting to note that actually one third of 
farmers were involved in co-operatives. Table 4 presents 
relations between the membership in co-operatives and 
the indicators of entrepreneurial success. 

The performed calculations show the correlation be-
tween all the indicators of entrepreneurial success and the 
membership in co-operatives. In addition, these correla-
tions were very close (Table 4). In fact, farmers were in-

volved mainly in agricultural co-operatives. During the 
latest years, some strong co-operatives have been estab-
lished, which have already gained trust from most rural 
entrepreneurs.  

Many researchers of social capital inquire respon-
dents on their trust in people in general. Therefore, be-
sides the questions on the trust in institutions, this ques-
tion was also included in this survey. 64% of respondents 
felt high distrust in people (excluding the family and rela-
tives), only 31% of respondents had confidence in people 
in general. Table 4 shows the correlation between the 
trust in different institutions as an indicator of social capi-
tal and the indicators of entrepreneurial success.  

 
Table 4. Interrelation between the indicators of economic development and the membership in rural co-operatives 

 
Entrepreneurship indicators of farmers Membership in co-operatives 

Area of agricultural land  0,000* 

changes in farmed land area 0,000 

activities in receiving SAPARD funds 0,000 

the current situation of farms 0,006 

evaluation of the competitiveness of farms in the future 0,021 

Source: Calculations are done by the authors and based on the survey data. Figures in the table are p-values (Chi-square test) 
* in bold - p-values lower than 0,05. These correlations are significant. 
 

Two indicators of economic development are missing 
in Table 5: the average area of farmed land and the 
changes in land area in the latest years. It is because no 

links between the average farmed land area or changes in 
that area during the last 10 years and the level of trust in 
different institutions were noted.  

 
Table 5. Indicators of economic development of farms and rural entrepreneurs trust in different types of institutions and organiza-

tions 
 

Trust in institutions Activities in receiving SA-
PARD funds 

The current situation of 
farms 

Evaluation of the viability of farms in 
near future 

Legislative institutions 0,475 0,102 0,026* 

Local governments 0,748 0,121 0,092 

European Union 0,536 0,001 0,001 

Law enforcement bodies 0,970 0,213 0,201 

Banks 0,254 0,248 0,000 

Societal organizations 0,035 0,039 0,012 

Religious organizations 0,736 0,650 0,709 

Mass media 0,668 0,050 0,388 

System of education  0,423 0,009 0,042 

Source: Calculations are done by the authors and based on the survey data. Figures in the table are p-values (Chi-square test) 
* in bold - p-values lower than 0,05. These correlations are significant. 

 
Most links were determined between the trust level 

of respondents in institutions and the evaluation of the vi-
ability of farms in near future, as well as the current eco-

nomic situation of farms. According to the survey data, 
no correlation existed between the economic develop-
ment indicators and the trust or distrust in local govern-



Economics and rural development                                                                             Vol. 1, No 1, 2005 ISSN 1822-3346 
 

 39

ments, law enforcement bodies and religious organi-
zations. No correlation was observed between the trust in 
people in general and the indicators of economic devel-
opment success.  

 
Conclusions 

 
The following features of social capital are relevant 

for successful rural entrepreneurship:  
1) the farmer membership in professional associa-

tions, societies, partnerships, as well as in differ-
ent kinds of agricultural organizations. The ac-
cess to information, social support and social 
networks needed for successful growth of the 
farms is available due to the membership; 

2) the farmer trust, especially in institutions and 
organizations, which, they think, influence eco-
nomic development of farms. In Latvia, these 
are the institutions like the government and the 
Parliament (legislative bodies), societal organi-
zations, educational institutions and partly mass 
media, as well as institutions of the European 
Union.  

3) the correlation between farm leaders’ member-
ship in cooperatives of agricultural type and all 
indicators of economic development exists: ag-
ricultural land area, changes in land area in the 
latest 10 years, the use of SAPARD funds for 
the farm development, the present standard of 
living of farmers families, respondents opinion 
on the viability of their farms in the future.  
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