B.Mistre, A.Muska Synergy of Recipients of State Social
Security Benefits and Economic
Development in Latvia

Synergy of Recipients of State Social Security Benefits
and Economic Development in Latvia

Baiba Mistre, Mg.oec., lecturer, PhD student
Department of Accounting and Finance, Latvia University of Agriculture
Aina Muska, Dr.oec., associate professor
Department of Business and Management, Latvia University of Agriculture

Abstract. The research showed that with the beginning of economic crisis and owing to
the amendments made in legislative enactments, the numbers of recipients of
unemployment and sickness benefits have increased in Latvia’s regions, while the
number of recipients of paternity and maternity benefits has decreased. The majority of
recipients of social security benefits is concentrated in the regions of Riga and Pieriga,
while the smallest one in Vidzeme region. A cluster analysis showed that monocentric
economic development trends were specific to Latvia, as result of which there were
significant differences between the country’s capital city of Riga and the rest of Latvia’'s
regions. The economic development level in many border districts of Latvia is low; hence,
the socio-economic differences increase and differences in the number of recipients of
social security benefits increase in the regions of Latvia. According to the research
results, there is interaction - synergy - among the number of recipients of
unemployment benefits per 1000 employed individuals, the number of recipients of
maternity and parental benefits per 1000 employed individuals, the economic
development level of districts, as well as the distance of districts to the country’s capital
city. There is also a strong interaction between the number of recipients of sickness
benefits per 1000 employed individuals and the number of recipients of maternity and
parental benefits per 1000 employed individuals, while there is no interaction between
the number of recipients of sickness benefits per 1000 employed individuals and
economic activities.
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Introduction

The capacity of social security system and sustainable development, which protects
individuals in case of social risk and provide disabled individuals with means of existence,
plays an important role in avoiding social tension and ensuring the wellbeing of the
society. To provide a sustainable social security system in Latvia, maintaining its financial
stability and fostering its development as well as achieving the society’s better
understanding on the role of social insurance system were set as the key tasks to be
solved in the “National Development Plan 2007-2013". After analysing the amounts of
state social security benefits in Latvia and its regions during 2005-2009, Mistre B. and
Dobele A. emphasise that there are significant differences among the amounts of these
benefits in different Latvia’s regions (Mistre B, Dobele A., 2010). Social insurance
problems, including changes in the amount and number of social security benefits, were
revealed in several studies conducted by the Ministry of Welfare (Optimala, nodarbinatibu
veicinosa .., 2007; Cunska Z., Muravska T, 2008; National Strategy Report... , 2008).

However, few studies on the synergy of recipients of social security benefits and
economic development, which is a complementary precondition for sustainable
development in its regions, have been done presently in Latvia. Therefore, the synergy
between economic development and recipients of social security benefits, which is
revealed in this paper, can be regarded as the paper’s novelty.

Hypothesis: a synergy exists in Latvia between the number of recipients of state
social security benefits and the economic development level of its districts. The research
aim is to identify interaction between the number of recipients of state social security
benefits and the economic development level in Latvia. The following tasks were set
forth to achieve the research aim:
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1) to investigate the economic and legal aspects of the country’s state social security

benefits;

2) to examine the economic development in Latvia’s districts;

3) to compare the number of recipients of state social security benefits with the

results of cluster analysis.

The present research is based on the monographic method, analysis and synthesis,
deduction and induction, factor analysis as well as the economic and statistical method.
Mostly legal enactments of the Republic of Latvia, data of the Central Statistical Bureau
(CSB) and the State Social Insurance Agency (SSIA), and pieces of research done in
Latvia in the field of social insurance were used in the present research. The research
covers the period of 2006-2009, analysing the data by statistical regions and districts (a
unit of administrative and territorial division in Latvia until the middle of 2009). Planning
and statistical regions are the largest territorial units, for which the statistical information
is collected and analysed in Latvia. Planning regions (Riga, Vidzeme, Kurzeme, Zemgale,
and Latgale) have been established in Latvia for regional development planning and
ensuring the cooperation between local governments. Six statistical regions have been
established for the purposes of registration. In the system of statistical regions, Riga
planning region has been divided into 2 statistical regions - Riga and Pieriga
(Development of regions..., 2009).

Results
1. Economic and legal aspects of state social insurance benefits

A social safety system is established in any country, which largely depends on the
social and economic situation as well as on the social policy implemented in it. Latvia’s
social safety system includes state social insurance, state social benefits, social services,
and social assistance that are financed both from the central government’s basic budget
and special budget, and the budget of local governments. The goal of social insurance
system is to insure individuals and their dependent individuals against the risk of losing
their earned income due to sickness, disability, maternity, unemployment, old age,
accidents at work or occupational disease as well as against additional expenses related
to childcare and the death of insured persons or their dependents.
Latvia’s social insurance includes state pensions and state social security benefits. In
accordance with the law “On Insurance in Case of Unemployment” (1999) and the law
“On State Social Insurance” (1997), state social insurance benefits are classified into two
groups: benefits in case of unemployment and benefits of maternity and sickness (Figure
1).

Va

L

State Social Insurance Benefits }

Benefits in case of unemployment
¢ Unemployment benefit
e Funeral benefit in case of death of the unemploved

~
Benefits for insuring maternity and sickness
o Maternity benefit * Sickness benefit
o Paternity benefit * Funeral benefit
o Parental benefit
J

Source: authors’ construction based on the law "On Insurance in Case of Unemployment” (1999)
and the law "On State Social Insurance” (1997)

Fig. 1. Classification of state social insurance benefits in Latvia
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Due to the limitation set for the paper, only the trends in the number of recipients of
state social security benefits were analysed using the unpublished data of the SSIA.

Table 1
Changes in the number of recipients of state social security benefits in Latvia’s
regions in 2006-2009

" . Average number of recipients Annual increase rate, %
Type of benefit Region
2006 | 2007 | 2008 | 2009 2007 | 2008 2009
Riga 9676 | 9171 9216 | 21007 | -5.22 0.49 127.94
Pieriga 5772 | 5929 5531 11531 2.72 -6.71 108.48
Unemployment | Vidzeme 3545 | 3457 3119 6791 -2.48 -9.78 | 117.73
benefit Kurzeme 4888 | 4922 4727 9450 0.70 -3.96 99.92
Zemgale 4524 | 4245 3922 8511 -6.17 -7.61 117.01
Latgale 6351 | 6130 5390 9741 -3.48 | -12.07 | 80.72
Riga 6904 | 7087 7572 8497 2.65 6.84 12.22
Pieriga 3789 | 3960 4253 4897 4.51 7.40 15.14
Sickness Vidzeme 2447 2540 2800 3258 3.80 10.24 16.36
benefit Kurzeme 3109 | 3067 3135 3331 -1.35 2.22 6.25
Zemgale 2640 | 2713 2820 2920 2.77 3.94 3.55
Latgale 2983 | 3142 3201 3361 5.33 1.88 5.00
Riga 880 956 946 829 8.64 -1.05 -12.37
Pieriga 435 481 494 468 10.57 2.70 -5.26
Maternity Vidzeme 209 228 232 206 9.09 1.75 -11.21
benefit Kurzeme 296 321 308 277 8.45 -4.05 | -10.06
Zemgale 261 296 302 264 13.41 2.03 -12.58
Latgale 257 273 273 254 6.23 0.00 -6.96
Riga 164 211 254 225 28.66 | 20.38 | -11.42
Pieriga 107 136 165 152 27.10 | 21.32 -7.88
Paternity Vidzeme 57 72 85 72 26.32 | 18.06 | -15.29
benefit Kurzeme 83 94 114 95 13.25 | 21.28 | -16.67
Zemgale 74 84 112 92 13.51 33.33 -17.86
Latgale 65 81 87 85 24.62 7.41 -2.30

Source: authors’ calculations based on the SSIA data

Table 1 does not include changes in the number of recipients of parental benefits,
since such a benefit was introduced in 2008.

Table 1 shows that the number of recipients of unemployment benefits in the whole
country as well as in all its regions, except Riga region, has decreased in 2008. A similar
trend was also observed in the previous years, as the economic boom positively affected
the situation in Latvia’s labour market, causing almost full employment. The publication
“Social Policy Implementation in Latvia after Joining the European Union” (2009) states
that “the average number of recipients of unemployment benefits slightly decreased
every year since Latvia’s accession to the EU...”

The procedure of granting and paying unemployment benefits is regulated by the
law “On Insurance in Case of Unemployment” (1999). A person being granted the status
of unemployed and having a period of insurance not less than 1 year is entitled to
unemployment benefit, if obligatory social insurance contributions for unemployment
have been paid or had to be paid in the Republic of Latvia for at least nine months during
the recent 12 month period prior to the date of gaining the status of unemployed.

After the years of strong economic growth, in 2009, Latvia’s national economy faced
an economic crisis that was caused both by structural and cyclical, and exogenous
factors. The economic recession significantly affected the labour market - the registered
unemployment rate increased, the rate of employment decreased, the economic activity
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indicators sharply fell, and the wages were significantly cut (Koncepcija par socialas...,
2010). In 2009, the increase in the rate of unemployment affected also changes in the
number of recipients of unemployment benefits. Table 1 shows that the number of
recipients of unemployment benefits increased - it doubled in all Latvia’s regions. The
fastest annual increase was observed in Riga region and Vidzeme region, i.e. in the
regions with the largest concentration of residents and the lowest unemployment rate in
the period until 2008 as well as in Zemgale region (Development of Regions..., 2010.).
The smallest annual increase was observed in Latgale region - in the region having the
highest unemployment rate during the entire period since Latvia restored its
independence.

An analysis of the percentage distribution of recipients of unemployment benefits
showed that on average 28.8% of benefit recipients are concentrated in Riga region, in
Pieriga region - 17.2%, Vidzeme region - 10.1%, Kurzeme - 14.4%, Zemgale - 12.6%,
and Latgale - 17.0% over the researched period.

A sickness benefit is granted if a person does not go to work and thus loses job
income or if a self-employed person loses income: disability due to sickness or trauma,
medical care or prevention is needed, isolation due to quarantine is necessary, treatment
at a medical institution during the period of recovery after sickness or trauma if such
treatment is needed to restore working capabilities, care, prosthesis, or orthesis for a
child under 14 years of age at hospital.

Since 2009, a sickness benefit is granted and paid for a period from the 11% day of
incapacity for work till the day of restoring working capabilities, but for not more than 26
weeks from the first day of incapacity for work if the incapacity is continuous, or for not
more than 52 weeks within a three year period if the incapacity returns interruptedly.
Until 2009, any sickness benefit was granted and paid for a period starting with the 15
day of incapacity for work till the day of restoring working capabilities, but for not more
than 52 weeks from the first day of incapacity for work if the incapacity is continuous or
for not more than 78 weeks within a three year period if the incapacity returns
interruptedly.

A sickness benefit in the event of taking care of a sick child under 14 years of age is
granted and paid for a period from the first day of incapacity for work until the 21 day
of incapacity for work (On Maternity and ..., 1995).

Table 1 shows that the number of recipients of sickness benefit tended to increase in
all the regions of Latvia during 2006-2009. After analysing the percentage distribution of
benefit recipients, one can conclude that the largest share of recipients of sickness
benefit is in Riga region or on average 31.8% of the total number of recipients of
sickness benefit in Latvia, followed by Pieriga region with 17.9% on average, and
Kurzeme and Latgale regions with 13.4% on average. The increase in the number of
recipients of sickness benefit is related to almost full employment in Latvia’s labour
market in the period until 2008 as well as to the legalisation of employment, i.e. social
insurance payments were made from all incomes, thus gradually reducing the
phenomenon of under-the-table wages.

In accordance with the law “On Maternity and Sickness Insurance” (1995), a
maternity benefit is granted and paid during the entire period of pregnancy leave (56
days) and postnatal leave (56 days) if a woman does not go to work and, thus, looses
job income or if a self-employed woman looses income.

A woman who has initiated pregnancy-related medical care till the 12" pregnancy
week at a preventive medical institution and continued it for the entire period of
pregnancy, is granted a 14 day extra leave that is added to her pregnancy leave.

A paternity benefit is granted and paid to the child’s father for ten calendar days of
the leave granted in relation to childbirth.

To adjust the state social insurance system to economic possibilities, in 2009, the law
"On State Pensions and Benefits Paid in the Period of 2009-2012" (2009) was passed. It
provides that during the period from 3 November 2010 to 31 December 2012, maternity
and paternity benefits, which are stipulated in the law “On Maternity and Sickness
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Insurance”, are paid 80% of their recipients’ average wage subject to insurance
contributions.

Table 1 shows that the number of recipients of maternity benefit in the whole country
as well as in Latgale did not change in 2008. In the regions of Pieriga, Vidzeme, and
Zemgale, the number of recipients of maternity benefit increased, while a decrease was
observed in the regions of Riga and Kurzeme. In 2007, an increase in the number of
recipients of benefits was observed in all the regions and the whole country, whereas in
2009 it tended to decrease.

After analysing the number of recipients of paternity benefit over the researched
period, one can see that this number has gradually increased in the whole country and all
its regions in 2007 and 2008; while in 2009 there was an opposite trend - the number of
benefit recipients decreased.

The authors of the paper believe that maternity and paternity benefits are short-term
benefits and, thus, the changes in their number have to be viewed along with the
legislation concerning parental benefits. The authors believe that the birth rate has to be
stimulated mostly by parental benefits and their duration. Since 2005, a parental benefit
depends on incomes and only partially, it can be viewed as a social benefit; it also
features an instrument for family planning. The change in legal enactments, i.e. the
introduction of the so-called “mothers’ wage” encouraged families to afford one more
child, especially during 2006-2007. Therefore, the number of recipients of parental
benefits gradually decreased in Latvia until 2007, but their number increased by 4525 in
2007 if compared with the previous year. In 2008, it again sharply fell, as this support
increased mostly owing to an increase in childbirths and during the first year of life of
children; after the second year of their life this support decreases. It means that support
for children in Latvia is intended only for a relatively short period (2 years), hence, it
does not provide a real support for families and does not promote an increase in child
births (Cunska Z., Muravska T., 2008).

A parental benefit is granted and paid to a socially insured person that nurses
his/her child aged less than one year if this person is employed on the day of granting
the benefit and is on leave for child care or does not gain income from self-employment
due to child care.

Half of the recipients of maternity and paternity benefits are concentrated in the
regions of Riga and Pieriga, whereas the smallest share of them is in Vidzeme region.

The numbers of recipients of state social insurance benefits significantly diverge
among the districts of Latvia. Therefore, the authors computed the indicator “number of
benefit recipients per 1000 employed individuals” (Table 2). The indicator was calculated
per 1000 employed individuals, as state social insurance benefits may be received only
by employed individuals. The year 2008 was selected for analysis, as a cluster analysis of
the economic development was also done for this year and there was a lack of statistical
data for 2009.

After analysing the numbers of recipients of state social security benefits by type of
security benefits in Latvia’s districts, one can conclude that these numbers are different,
except the numbers of recipients of paternity benefits.

The calculation showed that explicitly the smallest number of recipients of state social
security benefits per total number of employed individuals dominates in Riga City. Per
1000 employed individuals. Totally, 19 individuals received a sickness benefit, 2
individuals were granted a maternity benefit, 1 - benefited from a paternity benefit, and
15 had a parental benefit.

In terms of the smallest number of recipients of sickness benefit, Riga city was
followed by the districts of Gulbene, Ludza, Liepaja, Ventspils, Saldus, Daugavpils, Preili,
Kraslava, Aliksne, and Jékabpils in which this indicator ranged within 27-32 per 1000
employed individuals.

The largest number of recipients of maternity benefit per 1000 employed individuals
was in the districts of Ogre, Bauska, Limbazi, Riga, Jelgava, Tukums, and Dobele where it
was within a range of 4-6. However, per 1000 employed individuals, 3 individuals
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received a maternity benefit in the districts of Kraslava, Daugavpils, Gulbene, Ludza,
Preili, Ventspils, Madona, Rézekne, Liepaja, Jeékabpils, Valmiera, and Kuldiga, which is the
lowest indicator after Riga City.

Table 2
Average number of recipients of state social insurance benefits per 1000
employed individuals in Latvia’s districts in 2008

District Unemploy_ment Sickne_ss Matern_ity Paterni_ty Parent_al
benefit benefit benefit benefit benefit
Riga City 23 19 2 1 15
Riga 44 35 4 1 29
Liepaja 49 31 3 1 22
Daugavpils 37 31 3 1 18
Rézekne 66 37 3 1 19
Jelgava 41 38 4 1 29
Ogre 69 51 6 2 39
Bauska 77 39 5 2 36
Tukums 51 41 4 2 29
Cesis 46 48 4 1 25
Preili 79 31 3 1 21
Jeékabpils 46 32 3 1 22
Ventspils 34 30 3 1 22
Valmiera 34 41 3 1 22
Talsi 50 43 4 1 24
Dobele 73 49 4 1 29
Kuldiga 78 37 3 1 26
Limbazi 79 50 5 2 30
Madona 58 45 3 1 22
Ludza 86 29 3 1 20
Saldus 57 30 4 1 24
Aizkraukle 58 37 4 2 27
Kraslava 74 32 3 1 17
Valka 52 42 4 1 25
Balvi 71 41 4 1 22
Gulbene 48 27 3 1 19
Aldksne 53 32 4 1 24

Source: authors’ calculations based on the SSIA and CSB data

The calculations showed that per 1000 employed individuals, 2 individuals received a
paternity benefit in the districts of Ogre, Bauska, Tukums, Limbazi, and Aizkraukle, which
is the highest indicator among the districts.

The largest number of recipients of parental benefit per 1000 employed individuals
was observed in the districts of Ogre, Bauska, LimbaZi, Jelgava, Tukums, Riga, and
Dobele, ranging within 29-39.

In terms of the smallest number of recipients of parental benefit per 1000 employed
individuals (within 17-20), Riga City was followed by the districts of Kraslava,
Daugavpils, Rézekne, Gulbene, and Ludza.
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It is necessary to evaluate the economic development of the districts to make a
deeper analysis of differences regarding the numbers of recipients of state social security
benefits.

2. Evaluation of economic development in Latvia’s districts

A cluster analysis was performed to compare the economic development levels by
various indicators in Latvia’s districts. Sixteen statistical indicators were selected for the
cluster analysis: the number of residents at the beginning of 2009; the change in the
number of residents (from the beginning of 2005 to that of 2009, %); the population
density at the beginning of 2009 (people per 1 km? of territory); the number of
employees at their basic work in 2008 (thou.); demographic burden per 1000 residents
as of the beginning of 2009; net wage in the private sector in 2008 (LVL); net wage in
the public sector in 2008 (LVL); the number of economically active legal entities or
entrepreneurs and businessmen per 1000 residents in 2008; the number of businessmen
per 1000 residents in 2008; total revenues of the basic and special budget in 2008 (LVL);
revenues of the basic budget in 2008 (LVL); revenues of the basic budget per capita in
2008 (LVL); Gross Domestic Product budget in 2006 (thou. LVL); Gross Domestic Product
budget per capita in 2006 (LVL); and non-financial investments in 2006 (mill. LVL); non-
financial investments per capita in 2006 (LVL) (Table 3).

These statistical indicators were summarised for all the 26 districts of Latvia. Riga City
or the country’s capital was excluded from Riga district.

The analysis of variance (ANOVA), which is included in the module Cluster Analysis of
SPSS for Windows, showed that all the selected indicators, except five: change in the
number of residents, demographic burden per 1000 residents, net wage in the private
sector, the number of economically active legal entities or entrepreneurs and
businessmen per 1000 residents, and non-financial investments per capita are
statistically significant for grouping the districts into clusters. Their significance did not
exceed a level of 0.05. The statistically insignificant indicators were omitted by the
authors.

The cluster-to-cluster distances obtained in the analysis prove that there is a
relationship among the clusters. The clusters being closer to each other can move to
another level if a new distribution of them is performed, and they can create new clusters
or cluster groups.

In clustering the statistical data, several numbers of clusters were considered: from 2
to 10 clusters. Latvia’s territorial division by the economic development into 7 clusters
was the most appropriate option, as the number of Latvia’s districts was more equable
with such a distribution into clusters.

In addition to the clustering results, the clusters were ranged for all the statistically
significant indicators to determine the overall development level of each cluster in
relation to the other clusters (Table 3).

The ranging showed that the most positive situation regarding economic development
was in Cluster 1 that included only the capital city of Riga; the values of all the
statistically significant indicators were placed in the first position.
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Cluster 1 Cluster 2 Cluster 3 Cluster 4 Cluster 5 Cluster 6 Cluster 7
[0) (0] (0] [0) [0) [0) [0)
Indicator 29 | x| %3 | x| Bs x| B3 | x| B3 x| B3 x| B3
¢g & ¢g 2 ¢ & ¢g & ¢g < o | 2 oo | 2
< <C <C < < < <
Number of residents 713016 1 | 185863 115260 | 3 65803 | 4 | 55215 47026 31196 | 7
';ﬁfnuz'atm” density, people per 2353.2 1 62.8 2 48.4 24.55 4 20.5 5 | 19.87 14.47
Number of employees, thou. 400.1 1 58.8 2 36.75 3 21.45 4 15.05 5 12.46 6 7.39 7
Net annual wage in the public 5737 1 4110 | 2 4036 5 4037 4 4024 6 | 4085 | 3 | 3820 | 7
sector, LVL
Number of businessmen per 56 1 24 2 24 2 21 a 22 3 20 5 15 6
1000 residents
Total revenues of the basic and 606.80 | 1 | 72.65 | 2 | 6055 | 3 | 3665 | 4 | 2135 | 5| 1379 | 6 | 9.04 | 7
special budget, mill. LVL
ﬁﬁﬁet\u/ﬁs of the basic budget, 554.77 | 1 | 63.36 | 2 | 55.41 3| 3278 | 4| 1935 | 5| 1193 | 6 | 781 | 7
Revenues of the basic budget 778 1 358 | 4 485 3 513 2 351 5| 201 | 6| 254 | 7
per capita, LVL
GDP, thou. LVL 6722327 | 1 | 624151 | 2 | 378723 | 3 | 237340 | 4 | 136374 | 5 | 122971 | 6 | 64249 | 7
GDP per capita, LVL 9272 1 3299 | 3 3213 4 3702 2 2435 6 | 2573 | 5 | 1980 | 7
?\c/’f'f'”anc'a' investments, mill. | 5453490 | 1 | 33815 | 2 | 14235 | 3 | 12175 | 4 69.15 5| 5733 | 6 | 26.19 | 7
Total rank - 11 - 25 - 35 - 40 - 55 - 61 - 76
Aizkraukle Altksne
Bauska Balvi
Jekabpils Dobele
. _ _ . Kuldiga Gulbene
Districts included into clusters Riga D.aUQan'IS nggalya Rezekn'e Cesis Madona Kraslava
Riga Liepaja Ventspils Tukums . v
Ogre Limbazi
Saldus Ludza
Talsu Preili
Valmiera Valka

Source: authors’ construction based on the CSB data
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Cluster 2 included the districts of Riga and Daugavpils. The values of all the mentioned
indicators were placed in the second position, except the indicators: revenues of the basic
budget per capita and Gross Domestic Product budget per capita. The values of these
indicators are reduced by the large number of residents in the districts included into Cluster 2.

After comparing the average values of Clusters 2 and 1, one can conclude that there is a
significant difference pointing that the economic development level in the capital city is much
higher than in the districts included into Cluster 2.

Cluster 3 includes 2 districts - Jelgava and Liepaja. The indicator “number of businessmen
per 1000 residents” was placed in the second position, the indicator “GDP per capita” had the
fourth position, and the indicator “"net wage in the public sector” took the fifth position; all the
values of the other indicators were placed in the third position.

Cluster 4 also includes 2 districts — Rézekne and Ventspils. The indicators “revenues of the
basic budget per capita” and “"GDP per capita” were placed in the second position. The values
of the other indicators had taken the fourth position.

The average value of the indicator “number of residents” in Cluster 4 is smaller than that in
Clusters 2 and 3. Therefore, the value of the indicator “revenues of the basic budget per
capita” is higher, although the indicators “total revenues of the basic and special budget”,
“revenues of the basic budget” as well as "GDP” are almost twice as high.

Cluster 5 includes the districts of Césis and Tukums. The highest indicator of this cluster is
“number of businessmen per 1000 residents”, which was placed in the third position in the
ranging, but if the average values of this indicator are compared among Clusters 2, 3, 4, 5,
and even 6, one can see that there are no significant differences among the values. A similar
conclusion can be made for the indicator “net annual wage in the public sector”, which was
ranked in a low sixth position. However, after comparing the average values among Clusters 3,
4, and 5, one has to conclude that there are no large differences among them. The indicator
“GDP per capita” is also ranked in the low sixth position. The values of the other indicators are
ranked in the fifth position.

Cluster 6 includes 9 districts of Latvia: Aizkraukle, Bauska, Jékabpils, Kuldiga, Madona,
Ogre, Saldus, Talsi, and Valmiera. The average values of the indicators were ranked mostly in
the sixth position for this cluster, meaning that the economic development level in this cluster
is lower than in the previous five ones.

Cluster 7 also includes 9 districts: Altksne, Balvi, Dobele, Gulbene, Kraslava, Limbazi,
Ludza, Preili, and Valka. The values of the all selected indicators characterising their economic
development level are ranked only in the lowest positions, meaning that districts of this cluster
feature the lowest economic development level in the country.

Discussion

If comparing the clustering results with the number of recipients of unemployment benefits
per 1000 employees, one can see that the number of benefit recipients in the clusters of
higher economic development level is smaller than that in the clusters of lower economic
development level. In Riga, which is the country’s capital city and is included into Cluster 1,
the number of recipients of unemployment benefits is the smallest, i.e. 23 benefit recipients
per 1000 employed individuals.

In the districts included into Cluster 2, there are 37 benefit recipients in Daugavpils district,
but in Riga district — 44 benefit recipients per 1000 employees.

In Jelgava district, which is included into Cluster 3, there are 41 benefit recipients, but in
Liepaja district — 49 such individuals per 1000 employees.

There are only 34 recipients of unemployment benefit per 1000 employees in Ventspils
district, which is included into Cluster 4. It is the second lowest rate in the country after Riga
city.

An exception has to be noted: the number of recipients of unemployment benefit per 1000
employees is 34 in Valmiera district from Cluster 6. The authors of the paper explain this fact
by the relatively small distance of this district to the capital city. Therefore, a part of Valmiera
district’s population is employed in Riga or its vicinity having one of the lowest unemployment
rates. The National Strategy Report on Social Protection and Social Inclusion 2008-2010 also
states that the low registered unemployment rate in the regions of Riga and Pieriga has
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promoted regional mobility, respectively, a part of businessmen have attracted their
employees from more distant planning regions of Latvia as well.

Cluster 4, except Ventspils district, includes also Rézekne district that has a large number
of recipients of unemployment benefit or 66 per 1000 employees. This large number of
recipients of unemployment benefit can be explained by the high unemployment rate in this
district and by the large distance from it to the capital city. The authors believe that a large
distance to Riga determines the relatively large number of recipients of unemployment benefit
(49) in Liepaja district.

In Clusters 5, 6, and 7 where a lower economic development level is observed if compared
with the previous clusters, the number of recipients of unemployment benefit ranges from 50
to 86. The largest number of benefit recipients (86) is in Ludza district that has a low
economic development level and there is a large distance from it to the capital city.

It means there is interaction — synergy - among the number of recipients of unemployment
benefits, the economic development level of districts as well as the distance of districts to the
country’s capital city.

After comparing the clustering results with the number of recipients of maternity, paternity,
and parental benefits per 1000 employees, one can conclude that a larger number of benefit
recipients per 1000 employees is observed in the districts that are located next to the capital
city or quite close to it, i.e. Ogre, Bauska, Limbazi, Riga, Jelgava, Tukums, Dobele, Césis, and
Aizkraukle as well as in the districts of Cluster 6 - Aizkraukle, Bauska, Ogre, and Valmiera.

The gained results can be explained by the fact that Cluster 6 includes the indicator “net
annual wage in the public sector, LVL"” that is one of the highest value indicators ranked in the
high third position. The authors of the paper believe that the rise in wages promoted an
increase in the birth rate in the country, which also affected the indicator “number of benefit
recipients per 1000 residents”. It is also stated in the National Strategy Report on Social
Protection and Social Inclusion 2008-2010 that an expenditure increase in the sphere of social
insurance was impacted by the significant rise of wages in the national economy, as a result of
which the amount of benefits increased, pensions were annually indexed, and birth indicators
improved in the country, which in their turn were affected by an increase in the number of
maternity benefits.

After analysing the statistically insignificant indicator “net annual wage in the private
sector, LVL"”, the authors found that this indicator would not affect the results of cluster
analysis and it would be placed in the fifth position with an average value of LVL 3512.56 for
Cluster 6.

In the districts closely located to Riga City — Riga, Jelgava, and Césis - the average wages
in the public and private sectors do not significantly differ from the average values of
respective indicator in Cluster 6. A large part of residents living in the districts closely located
to Riga city work in the country’s capital, and thus the authors believe that in 2008, the
residents of these districts regarded their future prospects as much more optimistic than the
residents of more distant districts (for instance, the districts of Kraslava, Gulbene, Ludza, and
Preili), meaning that their uncertainty about tomorrow - their job and income - was lower; it
explains the gained results.

According to a household budget survey conducted by the CSB (Household Budget
Survey..., 2009), the self-assessments of wellbeing in various planning regions of Latvia are
different. The largest share of households who choose a response “we are not rich, but we live
well” come from the regions of Riga, Pieriga, and Kurzeme. Whereas the response “we are on
the brink of poverty or we are poor” was mostly expressed in Latgale. In 2008, the self-
assessment of wellbeing of households living in Latgale has improved compared with the
previous years.

To prove the thesis set in the paper, the authors developed dispersion diagrams for the

Y/AE\Y

indicators “net wage in the public sector”, “number of recipients of maternity benefits per 1000
employees”, “net wage in the public sector”, and “number of recipients of parental benefits per
1000 employees”, finding that there is a medium strong relationship between the variables.
The largest number of recipients of maternity and parental benefits per 1000 employees is
in Ogre district, 6 and 39 respectively. In the districts of Bauska and Limbazi, there are 5

recipients of maternity benefit and respectively 36 and 30 recipients of parental benefit per
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1000 employees. There are 4 recipients of maternity benefit and 29 recipients of parental
benefit per 1000 employees in the districts of Tukums, Jelgava, Dobele, and Riga. Irrespective
of the high economic development level in the country’s capital city of Riga (Cluster 1), the
numbers of recipients of maternity and parental benefits per 1000 employees in Riga are the
lowest compared with the whole country or only 2 recipients of maternity and 15 recipients of
parental benefits per 1000 employees. This result gained by the authors may be explained by
the large number of individuals employed in the capital city or 400.1 thousand people, which is
almost 7 times more than the number of employees included into Cluster 2, and 54 times
more than those in Cluster 7.

In the more economically developed districts located in the border area of Latvia -
Daugavpils, Liepaja, Ventspils, and Rézekne - the number of recipients of maternity and
parental benefits is smaller if compared with the districts of Riga, Jelgava, Césis, and Tukums.

If the indicator “number of newborns per 1000 residents” is analysed, a similar trend may
be observed - the birth indicator is higher in the districts closely located to the capital city, but
lower in more distant districts (Demography 2009, 2009).

Thus, there is interaction — synergy — among the number of recipients of maternity and
parental benefits, the economic development level of districts as well as the distance of
districts to the country’s capital city.

After comparing the number of recipients of sickness benefit per 1000 employees with the
results of cluster analysis, the authors did not find any interaction, but after comparing the
number of recipients of sickness benefit per 1000 employees with the number of recipients of
maternity and parental benefits per 1000 employees, one can find a medium strong
relationship: in the districts, where the number of recipients of maternity and parental
benefits per 1000 employees is larger, the number of recipients of sickness benefit is also
larger. For instance, the largest number of recipients of maternity and parental benefits per
1000 employees is in Ogre district, and the largest number of recipients of sickness benefit in
the country or 51 is also observed there. Limbazi district features the second largest number of
recipients of sickness benefit per 1000 employees, and the number of recipients of maternity
and parental benefits is large as well. The smallest number of recipients of sickness benefit per
1000 employees is in the capital city (19), and the number of recipients of maternity and
parental benefits is also the smallest there. The results gained by the authors can be explained
by means of the country’s present legal acts: part of recipients of sickness benefit (according
to the SSIA data - approximately 20%) are parents of children. According to the authors, it
explains the medium strong relationship between the numbers of benefit recipients.

Thus, there is a medium strong relationship between the number of recipients of sickness
benefit and the number of recipients of maternity and parental benefits; whereas no
relationship was identified between the number of recipients of sickness benefit and the
economic activities.

Conclusions

1. With the beginning of economic crisis and owing to the amendments made in legislative
enactments, the numbers of recipients of unemployment and sickness benefits increased,
while the number of recipients of paternity and maternity benefits decreased in the regions
of Latvia. The majority of recipients of social security benefits is concentrated in the regions
of Riga and Pieriga, but the smallest one in Vidzeme region.

2. Monocentric economic development trends are specific to Latvia, as result of which there
are significant differences between the country’s capital city of Riga and the rest of Latvia’s
regions.

3. The economic development level in many Latvian border districts is low, thus the socio-
economic differences increase and differences in the number of recipients of social security
benefits in also increase in the regions of Latvia.

4. There is interaction - synergy — among the number of recipients of unemployment benefit
per 1000 employees, the humber of recipients of maternity and parental benefits per 1000
employees, the economic development level of districts as well as the distance of districts
to the country’s capital city.

202 ISSN 1691-3078; ISBN 978-9984-9997-5-3
Economic Science for Rural Development
No. 24, 2011



B.Mistre, A.Muska Synergy of Recipients of State Social Security

Benefits and Economic Development
in Latvia

5.

Bib
1.

Nous

11.

12.

13.

14.

15.

16.

17.

18.

19.

20.

There is a medium strong relationship between the number of recipients of sickness benefit
per 1000 employees and the number of recipients of maternity and parental benefits per
1000 employees, whereas no relationship was identified between the number of recipients
of sickness benefit per 1000 employees and the economic activities.

liography

Administrative Division and Population Density by Statistical Regions, City and Districts. Retrieved:
http://data.csb.gov.lv/Dialog/varval.asp?ma=IE0010a&ti=IE01.+ADMINISTRATIVE+DIVISION+AND+POPULATIO
N+DENSITY+BY+STATISTICAL+REGION%2C+CITY+AND+DISTRICT%2C+1995+-
+2009++&path=../DATABASEEN/Iedzsoc/Annual%?20statistical®20data/04.%20Population/&lang=1. Access: 15
August 2010.

Average Monthly Wages and Salaries in Cities Under State Jurisdiction and District by Quarter (in lats). Retrieved:
http://data.csb.gov.lv/Dialog/varval.asp?ma=DS0100ac&ti=DS10.+AVERAGE+MONTHLY+WAGES+AND+SALARIE
S+IN+CITIES+UNDER+STATE+JURISDICTION+AND+DISTRICT+BY+QUARTER+%28in+lats%29++++++&path=
../DATABASEEN/Iedzsoc/Short%?20term%20statistical%20data/Wages%?20and%20salaries/&lang=1. Access: 15
August 2010.

Cunska, Z., Muravska, T. (2008). Socialas politikas istenoSana Latvija péc iestasanas Eiropas Savieniba. (Social
Policy Implementation in Latvia after Joining the European Union). Retrieved:
http://www.politika.lv/temas/fwd_eiropa/17223. Access: 15 November 2010.

Demography 2009 (2009). - Riga: Central Statistical Bureau of Latvia. p. 43

Development of Regions in Latvia 2008 (2009). Riga: State Regional Development Agency. p. 28., 139., 146.,153.
Development of Regions in Latvia 2009 (2010). Riga: State Regional Development Agency. p. 28.

Employees at the Main Job by Statistical Region, City and District. Retrieved:
http://data.csb.gov.lv/Dialog/varval.asp?ma=jvs0070a&ti=JVS07.+EMPLOYEES+AT+THE+MAIN+JOB+BY+STATI
STICAL+REGION%2C+CITY+AND+DISTRICT++++++&path=../DATABASEEN/Iedzsoc/Annual%?20statistical%?20d
ata/Occupied%?20jobs%20and%20job%20vacancies%?20paid%20working%20hours/&lang=1. Access: 15 August
2010.

Gross Domestic Product by Statistical Region, City And District. Retrieved:
http://data.csb.gov.lv/Dialog/varval.asp?ma=IK0020a&ti=1K02.+GROSS+DOMESTIC+PRODUCT+BY+STATISTICA
L+REGION%2C+CITY+AND+DISTRICT&path=../DATABASEEN/ekfin/Annual%?20statistical%20data/02.%20Gross
%20domestic%20product/&lang=1. Access: 15 August 2010.

Household Budget Survey: Main Results in 2008 (2009). Riga: Central Statistical Bureau of Latvia. pp. 22.-24.

. Koncepcija par socialas apdrosinasanas sistémas stabilitati ilgtermina (2010). Retrieved:

http://www.Im.gov.lv/text/864. Access: 15 November 2010.

Law On Maternity and Sickness Insurance (1995). The Law of the Republic of Latvia. Retrieved:
http://www.likumi.lv/doc.php?id=38051. Access: 14 December 2010.

Law On State Social Insurance (1997). The Law of the Republic of Latvia. Retrieved:
http://www.likumi.lv/doc.php?id=45466. Access: 21 October 2010.

Law On Unemployment insurance (1999). The Law of the Republic of Latvia. Retrieved:
http://www.vsaa.lv/vsaa/content/?Ing=lv&cat=654. Access: 27 October 2010.

Market Sector Economically Active Statistical Units by Statistical Region, City and District. Retrieved:
http://data.csb.gov.lv/Dialog/varval.asp?ma=SR0050a&ti=SR05.++MARKET+SECTOR+ECONOMICALLY+ACTIVE+
STATISTICAL+UNITS+BY+STATISTICAL+REGION%2C+CITY+AND+DISTRICT%2C+2004+-
+2008&path=../DATABASEEN/rupnbuvn/Annual%?20statistical%?20data/23.%?20Statistical%20business%?20registe
r/&lang=1. Access: 15 August 2010.

Mistre, B., Dobele, A. (2010). Evaluation of State Social Security Benefits in Latvian Regions. In Human
Resources- The Main Factor of Regional Development. Proceeding of the 6th International Scientific Conference,
Klaipeda University. pp. 268.- 275.

Muska, A., Ozolina, I. (2009). Locations of Shopping Centres in the Regions of Latvia. Economics Science for Rural
Development 2009: International Scientific Conference, Jelgava, Latvia, 23-24 April 2009. Proceeding of the
International Scientific Conference “Primary and Secondary Production, Consumption”, N219. Jelgava: LLU. pp.
189- 197.

National Strategy Report on Social Protection and Social Inclusion 2008 - 2010. (2008). Riga: Ministry of Welfare.
Retrieved: // http://www.Im.gov.lv/text/549. Access: 15 November 2010.

Optimala, nodarbinatibu veicinosa nodokJu un pabalstu sistéma (2007). Eiropas Savienibas struktirfondu
nacionalas programmas ,Darba tirgus pétijumi” projekts ,Labklajibas ministrijas pétijumi” Nr.
VPDI/ESF/NVA/04/NP/3.1.5.1./0001/0003. Riga. 228 Ipp.

Resident Population by Region, City Under State Jurisdiction and District at the Beginning of the Year, 2005- 2009.
Retrieved:
http://data.csb.gov.lv/Dialog/varval.asp?ma=AIS02a&ti=1S02A.+RESIDENT+POPULATION+BY+REGION%?2C+CIT
Y+UNDER+STATE+JURISDICTION+AND+DISTRICT+AT+THE+BEGINNING+OF+THE+YEAR%2C+1990+-
+2009&path=../DATABASEEN/Iedzsoc/Annual%?20statistical%20data/04.%20
Population%?20F%?20Archive/&lang=1. Access: 15 August 2010.

State Social Insurance Agency (SSIA) data.

203 ISSN 1691-3078; ISBN 978-9984-9997-5-3
Economic Science for Rural Development
No. 24, 2011


http://data.csb.gov.lv/Dialog/varval.asp?ma=IE0010a&ti=IE01.+ADMINISTRATIVE+DIVISION+AND+POPULATION+DENSITY+BY+STATISTICAL+REGION%2C+CITY+AND+DISTRICT%2C+1995+-+2009++&path=../DATABASEEN/Iedzsoc/Annual%20statistical%20data/04.%20Population/&lang=1
http://data.csb.gov.lv/Dialog/varval.asp?ma=IE0010a&ti=IE01.+ADMINISTRATIVE+DIVISION+AND+POPULATION+DENSITY+BY+STATISTICAL+REGION%2C+CITY+AND+DISTRICT%2C+1995+-+2009++&path=../DATABASEEN/Iedzsoc/Annual%20statistical%20data/04.%20Population/&lang=1
http://data.csb.gov.lv/Dialog/varval.asp?ma=IE0010a&ti=IE01.+ADMINISTRATIVE+DIVISION+AND+POPULATION+DENSITY+BY+STATISTICAL+REGION%2C+CITY+AND+DISTRICT%2C+1995+-+2009++&path=../DATABASEEN/Iedzsoc/Annual%20statistical%20data/04.%20Population/&lang=1
http://data.csb.gov.lv/Dialog/varval.asp?ma=DS0100ac&ti=DS10.+AVERAGE+MONTHLY+WAGES+AND+SALARIES+IN+CITIES+UNDER+STATE+JURISDICTION+AND+DISTRICT+BY+QUARTER+%28in+lats%29++++++&path=../DATABASEEN/Iedzsoc/Short%20term%20statistical%20data/Wages%20and%20salaries/&lang=1
http://data.csb.gov.lv/Dialog/varval.asp?ma=DS0100ac&ti=DS10.+AVERAGE+MONTHLY+WAGES+AND+SALARIES+IN+CITIES+UNDER+STATE+JURISDICTION+AND+DISTRICT+BY+QUARTER+%28in+lats%29++++++&path=../DATABASEEN/Iedzsoc/Short%20term%20statistical%20data/Wages%20and%20salaries/&lang=1
http://data.csb.gov.lv/Dialog/varval.asp?ma=DS0100ac&ti=DS10.+AVERAGE+MONTHLY+WAGES+AND+SALARIES+IN+CITIES+UNDER+STATE+JURISDICTION+AND+DISTRICT+BY+QUARTER+%28in+lats%29++++++&path=../DATABASEEN/Iedzsoc/Short%20term%20statistical%20data/Wages%20and%20salaries/&lang=1
http://www.politika.lv/temas/fwd_eiropa/17223
http://data.csb.gov.lv/Dialog/varval.asp?ma=jvs0070a&ti=JVS07.+EMPLOYEES+AT+THE+MAIN+JOB+BY+STATISTICAL+REGION%2C+CITY+AND+DISTRICT++++++&path=../DATABASEEN/Iedzsoc/Annual%20statistical%20data/Occupied%20jobs%20and%20job%20vacancies%20paid%20working%20hours/&lang=1
http://data.csb.gov.lv/Dialog/varval.asp?ma=jvs0070a&ti=JVS07.+EMPLOYEES+AT+THE+MAIN+JOB+BY+STATISTICAL+REGION%2C+CITY+AND+DISTRICT++++++&path=../DATABASEEN/Iedzsoc/Annual%20statistical%20data/Occupied%20jobs%20and%20job%20vacancies%20paid%20working%20hours/&lang=1
http://data.csb.gov.lv/Dialog/varval.asp?ma=jvs0070a&ti=JVS07.+EMPLOYEES+AT+THE+MAIN+JOB+BY+STATISTICAL+REGION%2C+CITY+AND+DISTRICT++++++&path=../DATABASEEN/Iedzsoc/Annual%20statistical%20data/Occupied%20jobs%20and%20job%20vacancies%20paid%20working%20hours/&lang=1
http://data.csb.gov.lv/Dialog/varval.asp?ma=IK0020a&ti=IK02.+GROSS+DOMESTIC+PRODUCT+BY+STATISTICAL+REGION%2C+CITY+AND+DISTRICT&path=../DATABASEEN/ekfin/Annual%20statistical%20data/02.%20Gross%20domestic%20product/&lang=1
http://data.csb.gov.lv/Dialog/varval.asp?ma=IK0020a&ti=IK02.+GROSS+DOMESTIC+PRODUCT+BY+STATISTICAL+REGION%2C+CITY+AND+DISTRICT&path=../DATABASEEN/ekfin/Annual%20statistical%20data/02.%20Gross%20domestic%20product/&lang=1
http://data.csb.gov.lv/Dialog/varval.asp?ma=IK0020a&ti=IK02.+GROSS+DOMESTIC+PRODUCT+BY+STATISTICAL+REGION%2C+CITY+AND+DISTRICT&path=../DATABASEEN/ekfin/Annual%20statistical%20data/02.%20Gross%20domestic%20product/&lang=1
http://www.lm.gov.lv/text/864
http://www.likumi.lv/doc.php?id=38051
http://www.likumi.lv/doc.php?id=45466
http://www.vsaa.lv/vsaa/content/?lng=lv&cat=654
http://data.csb.gov.lv/Dialog/varval.asp?ma=SR0050a&ti=SR05.++MARKET+SECTOR+ECONOMICALLY+ACTIVE+STATISTICAL+UNITS+BY+STATISTICAL+REGION%2C+CITY+AND+DISTRICT%2C+2004+-+2008&path=../DATABASEEN/rupnbuvn/Annual%20statistical%20data/23.%20Statistical%20business%20register/&lang=1
http://data.csb.gov.lv/Dialog/varval.asp?ma=SR0050a&ti=SR05.++MARKET+SECTOR+ECONOMICALLY+ACTIVE+STATISTICAL+UNITS+BY+STATISTICAL+REGION%2C+CITY+AND+DISTRICT%2C+2004+-+2008&path=../DATABASEEN/rupnbuvn/Annual%20statistical%20data/23.%20Statistical%20business%20register/&lang=1
http://data.csb.gov.lv/Dialog/varval.asp?ma=SR0050a&ti=SR05.++MARKET+SECTOR+ECONOMICALLY+ACTIVE+STATISTICAL+UNITS+BY+STATISTICAL+REGION%2C+CITY+AND+DISTRICT%2C+2004+-+2008&path=../DATABASEEN/rupnbuvn/Annual%20statistical%20data/23.%20Statistical%20business%20register/&lang=1
http://data.csb.gov.lv/Dialog/varval.asp?ma=SR0050a&ti=SR05.++MARKET+SECTOR+ECONOMICALLY+ACTIVE+STATISTICAL+UNITS+BY+STATISTICAL+REGION%2C+CITY+AND+DISTRICT%2C+2004+-+2008&path=../DATABASEEN/rupnbuvn/Annual%20statistical%20data/23.%20Statistical%20business%20register/&lang=1
http://www.lm.gov.lv/text/549
http://data.csb.gov.lv/Dialog/varval.asp?ma=AIS02a&ti=IS02A.+RESIDENT+POPULATION+BY+REGION%2C+CITY+UNDER+STATE+JURISDICTION+AND+DISTRICT+AT+THE+BEGINNING+OF+THE+YEAR%2C+1990+-+2009&path=../DATABASEEN/Iedzsoc/Annual%20statistical%20data/
http://data.csb.gov.lv/Dialog/varval.asp?ma=AIS02a&ti=IS02A.+RESIDENT+POPULATION+BY+REGION%2C+CITY+UNDER+STATE+JURISDICTION+AND+DISTRICT+AT+THE+BEGINNING+OF+THE+YEAR%2C+1990+-+2009&path=../DATABASEEN/Iedzsoc/Annual%20statistical%20data/
http://data.csb.gov.lv/Dialog/varval.asp?ma=AIS02a&ti=IS02A.+RESIDENT+POPULATION+BY+REGION%2C+CITY+UNDER+STATE+JURISDICTION+AND+DISTRICT+AT+THE+BEGINNING+OF+THE+YEAR%2C+1990+-+2009&path=../DATABASEEN/Iedzsoc/Annual%20statistical%20data/

	B.Mistre, A.Muska. Synergy of Recipients of State Social Security Benefits and Economic Development in Latvia
	Abstract
	Key words
	Introduction
	Results
	1. Economic and legal aspects of state social insurance benefits
	2. Evaluation of economic development in Latvia‟s districts

	Conclusions
	Bibliography

