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Within the framework of the Latvian National Programme EKOSOC-LV this paper focuses on the smart growth as a tool for regional 

development. The research aim is to evaluate the factors that influence the formation of a smart territory and to estimate 

interconnections of quantitative indicators and expert opinions. The present study reflects the quantitative and qualitative assessment 

of smart growth challenges in the region of Latgale (Latvia) on the level of 19 districts. One of the most important aspects of the 

implementation of the concept of smart specialization is the participation of all involved actors; thus, one of the solutions of smart 

growth evaluation is the multiple helix approach. By analysing and summarizing the aspects affecting smart territories, based on the 

theoretical principles, regional stakeholder’s (local governments, entrepreneurs, representatives of communities, scientists, general 

public) recommendations, taking into account the national strategic settings and the views of the EKOSOC-LV working group, smart 

growth index was developed as well as factor hierarchy of the smart territory formation and growth, on the basis of which the Analytic 

Hierarchy Process method was realized. Logical construction, monographic, analytic hierarchy process, statistical analysis methods 

are used for research. The quantitative assessment is based on integrated index (Smart Development Index) establishment and testing. 

The qualitative assessment is based on the regional expert opinions summarized by the Analytic Hierarchy Process methodology.  

Complex analysis of the obtained quantitative indicators highlights the People and Resources dimension, but qualitative assessment 

underlines People and Economy dimensions as the keystones of the smart specialization of the Latgale region. The integrated 

application of quantitative and qualitative approaches allows a comprehensive assessment of the smart growth process in the Latgale 

region and its districts. 
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THEORETICAL BACKGROUND  
 

Based on the experience found in the scientific literature, the authors of the study consider that the view expressed 

in the context of the new development paradigm regarding the use of each territory’s potential (e.g., Vanthillo, Verhecel 

2012) also clearly highlights the potential of small rural areas to engage in the process of smart specialization. By summing 

up the European and the USA experience in providing smart growth, Šipilova et al. (2017) concludes that small rural 

areas also have ample opportunities to develop smart specialization and that the emphasis on specific indicators can only 

lead to a misunderstanding of small rural areas for their potential to be involved in this process.  

One of the most important aspects of implementing the concept of smart specialisation is the participation of all 

involved actors (Krueger 2010, Using the Quadruple Helix Approach , EU, 2016), thus one of the solutions of smart growth 

evaluation is the multiple helix approach. The purpose of this paper is to analyse smart growth aspects in local territories by 

applying a multiple helix approach, emphasizing relationships between industry, government, business, society and the 

natural environment. The multiple helix is a way of conceptualising the linkages between different actors and those roles, or 

functions, over time, and the relationships among the key operational elements in a regional development perspective 

(Carayannis and Campbell, 2006, 2012). Methodological challenges related to the implementation of smart specialization 

are topical in Latvia (Šipilova et al., 2015 ) also in Lithuania, and as concluded by Poliakaite et al. (2015), the development 

and implementation of the concept of smart specialization at the local level require active process of clarification and 

discussion involving all interested parties. Furthermore, Multiple Helix has been identified as the reference approach for the 
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preparation and implementation of the Research and Innovation Strategies for Smart Specialisation (RIS3) (RIS3 Guide  EC, 

2012).Wider engagement of stakeholders as well as combining qualitative and quantitative methods provides for a more 

detailed and comprehensive approach in smart growth and  regional development.  

 

REGIONAL DEVELOPMENT IN LATVIA  

 

The territory of the Latgale region is 14.5 thousand km2 (22.5% of the total area of the country) and it is located 

in the Eastern part of Latvia and is bordered by the Republic of Lithuania (length of the borderline is 57 km). It has 253.2 

km long borderline, which is also the EU’s external border, including in the East a 166.2 km long borderline with the 

Russian Federation and in the South-east a 87 km long borderline with Belarus. There are 21 municipalities in the Latgale 

region, including 2 cities of republic importance – Daugavpils and Rēzekne, as well as 19 districts. 

Improvements in the welfare of the region within the framework of the new regional development paradigm should 

be linked to strengthening the competitiveness of the territories through its potential (e.g. ESPON, University Rovira i 

Virgil 2012; Šipilova et al., 2015), i.e. its resources, social capital, technology, effective governance, institutional capacity. 

Applying the right accent in the region’s development is a great challenge for each region. The development of an integral 

indicator (Smart Development Index), which includes all the dimensions necessary for the development of the entire 

region (Resources, People, Economy and Governance), makes it possible to identify the development trends of the Latgale 

Region with a new breeze. 

 

RESEARCH DISCUSSION AND RESULTS IN LATGALE REGION 

 

There is a Smart Development Index (SDI) developed by EKOSOC-LV research team as well on the basis of the SDI 

the data was collected in Latgale region (see Table 1). In general, the descriptive statistical data on the values of the smart 

development index show that the Latgale region is still lagging behind other regions according to the level of smart 

development, however, smart growth is more even in the region; however, regions with higher levels of smart development 

develop more slowly than those with lower levels of smart growth (Šipilova et al., 2017). The Smart Development Index in 

Latgale districts reflects the division of districts into two similar groups, where the first group has 10 districts with positive 

values of the index and the second group has 9 districts with negative index values (Šipilova et al., 2017).  

According to the values of the Four Dimensions of the Smart Development Index in the Latgale region districts, it 

is possible to determine the dominant dimension of the index structure for each district. The overall trend demonstrates a 

distinct dominance of the dimension Governance in both the districts with positive and negative Smart Development 

Index values. Thus, the Governance Indicator shows higher values in 9 districts, however, mostly (in 5 districts) in the 

group of districts with negative index values. However, Governance is the dominant dimension of the Smart Development 

Index in Ilūkste district, which holds the first rate in the Latgale region according to smart growth. 

By analysing and summarizing the aspects affecting smart territories, and on the basis of theoretical viewpoints, 

the recommendations of stakeholders (local authorities, entrepreneurs, community’s representatives), by taking into 

account national strategic settings and the opinions of the EKOSOC-LV working group, the hierarchy of smart territory 

formation and its development factors were created, and the accents by local experts in the evaluation of factors and 

development visions were assessed. The AHP method was used to analyse the formation of a smart territory and its 

development scenarios. The formation and development of a smart territory is influenced by factors of four group: impact 

of the people, impact of local governments, state impact and impact of the EU. 16 evaluation criteria were selected, which 

were grouped according to the interests of target groups (people, local governments, state and EU interest groups). 6 

experts were chosen and selected in Latgale, representing the interests of the involved directions and factors: experts, who 

are related to the operation of the local government, or are representatives of the region in the central government; experts 

representing the interests of the local people; experts - highly qualified scientists in the field of regional development 

research; entrepreneurs and representatives of entrepreneurship environment.  
 

 
Source: EKOSOC-LV data.  

Figure 1. Overall, minimum and maximum ratings of Level 1 factor groups for Latgale region as viewed by the experts (n=6) 
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According to the opinion of the experts surveyed, the dimensions People (0.37) and Economy (0.29) have the 

greatest importance for ensuring smart growth. Equally, according to the experts’ point of view, the dimensions 

Governance (0.17) and Resources (0.16) have the less importance for the smart development process (see Figure 1). By 

combining the quantified trends of smart growth in the Latgale region with expert assessment (qualitative assessment) on 

the role of the Smart Development Index dimension in smart growth in the Latgale region, it is possible to characterize 

certain smart growth trends (see Table 1). 

 
Table 1. The dominant dimensions of the Latgale region’s smart growth according to the results of quantitative and qualitative 

assessment 

Smart Development Index 
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The dimension has a closer relation to the Smart Development Index in the Latgale region     

The dimension has a dominant position in the group of districts with positive values of the Smart 

Development Index 
    

The dimension has a dominant position in the group of district with negative values of the Smart 

Development Index 
    

The dimension plays a major role according to state, business and scientific experts’ point of view     
Source: Šipilova et al. 2017. 

 

The brightest trend of smart growth in the Latgale region is attributed to the fact that the dimensions Resources 

and Economy are not found among the dominant dimensions, neither in terms of quantitative, nor qualitative assessment. 

This could be explained by the well-known negative tendencies in the Latgale region regarding Resources and Economy, 

which are also reflected in experts’ perceptions. These unfavourable trends are low business activity (attributable to the 

dimension Economy) and the use of natural resources to create low added value (attributable to the dimension Resources). 

By being aware of the regions’ commitment to move towards promoting knowledge-based development, it would be 

worthwhile to focus on analysing the growth of business in a knowledge-based segment of economy as compared to the 

growth of business in the economy as a whole. 

 
Source: EKOSOC-LV data 

Figure 2. Experts’ opinion on the factors influencing smart growth of the Latgale region 

 

According to the experts’ assessment, one of the most important factors for ensuring smart growth in the Latgale 

region is related to the dimension People. In turn, according to experts, the involvement of people in business is the most 

important factor as the people can influence smart growth in the region (see Figure 2). 

Data analysis on business growth allows to highlight significant tendencies. When analysing the business growth, 

the authors take into account not only the dynamics of the number of companies, but also the characteristics of the districts 

of the Latgale region according to the development level and pace, as well as the population. 

The average increase in the number of companies in the group of districts with a high economic development 

(+107.7%) is significantly higher than in the KBE segment (+60.50%). In comparison, in the group of districts with 

a low development level the increase in the number of companies in the KBE segment (+137.81%) is greater than 

in the economy as a whole (+80.43%) (see Table 2). The analysed data allows us to highlight the existence of both 

positive and negative trends. For example, it is positive that in the lower-developed districts the KBE segment shows 

a faster growth, however, at the moment, this trend has not yet been reflected in improving the development level 

of the districts. As a negative trend, the modest growth of the KBE segment in the districts with a higher development 

level should be noted, which indicates the shift of emphasis in economic activity away from the KBE segment.  
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Table 2. The increase in the number of companies in the districts of the Latgale region according to the development level and rate  
(I) LOW RATE (II) RATE BELOW AVERAGE  (III) RATE ABOVE AVERAGE (IV) HIGH RATE 

High development level (AVERAGE IN THE GROUP KBE 60.50; All sectors 107.7) 

DISTRICTS: DISTRICTS: DISTRICTS: DISTRICTS: 

AVERAGE IN THE GROUP  

KBE 68.78 

All sectors 53.4 

AVERAGE IN THE GROUP  

KBE 25.00 

All sectors 70.75 

AVERAGE IN THE GROUP  

KBE 94.44 

All sectors 43.46 

AVERAGE IN THE GROUP  

KBE 100.00 

All sectors 500.00 

Krāslavas 

KBE +50.00  
All sectors 57.03 

Balvu 

KBE +50.00  
All sectors 50.96 

Daugavpils  
KBE +94.44 
All sectors 43.46 

Vārkavas 
KBE +100.00 
All sectors 500.00 

Līvānu 

KBE +69.57 
All sectors 49.69 

Rugāju 
KBE – 50.00 
All sectors 83.33 

 

 

 

Preiļu 

KBE +100.00 
All sectors 58.91 

Ilūkstes 
KBE +75.00 
All sectors 77.97 

  

Ludzas  

KBE +55.56 

All sectors 47.97 

   

Low development level (AVERAGE IN THE GROUP KBE 137.81; all sectors 80.43) 

DISTRICTS: DISTRICTS: DISTRICTS: DISTRICTS: 

AVERAGE IN THE GROUP  
KBE 162.28 

All sectors 68.42 

AVERAGE IN THE GROUP  
KBE 155.55 

All sectors 99.89 

AVERAGE IN THE GROUP  
KBE 50.00 

All sectors 81.25 

–  

Baltinavas  

KBE 0.00  

All sectors 77.78 

Rēzeknes  
KBE +121.43 

All sectors 60.82 

Riebiņu  
KBE +600.00 

All sectors 106.67 

Viļakas  
KBE +100.00 

All sectors 39.29 

Viļānu  
KBE -10.00 

All sectors 57.58 

Dagdas  
KBE +100.00 

All sectors 97.56 

Kārsavas  
KBE +333.33 

All sectors 95.45 

Aglonas  
KBE +33.33 

All sectors 106.67 

Ciblas  
KBE +100.00 

All sectors 100.00 

Zilupes  
KBE 0.00 

All sectors 62.50 

 

KBE – knowledge-based segment of economy 
Source: the authors’ calculations according to Lursoft data, RDIM 2015, SRDA 2010, 2011, 2012 

 

Taking into account also the development rate of the districts, it is necessary to emphasize the marked differences 

between the districts and the modest growth of the KBE segment in the districts with the above average or high development 

rates as compared to the low or medium development districts. For example, in districts with a low development rate and 

also low development level, the growth of the KBE segment (+162.28%) exceeds almost three times the overall growth rate 

of business (+68.42). However, in this group of districts there are also marked differences between the districts according to 

the growth rates of the KBE segment (e.g., Riebiņu district +600.00%, Baltinavas district +0.00%, Viļānu district -10.00%). 

In the group of districts with a development rate above the medium or high development rate, the number of districts is 

considerably smaller. Among these districts, only Daugavpils and Ciblas districts demonstrate a significant increase in the 

KBE segment (+94.44% and +100.00% respectively). In other districts of this group, the growth of the KBE segment did 

not occur or did occur to a lesser extent than the increase in business in the economy as a whole. 

The well-established tendencies suggest that rural areas in the Latgale region have the potential to develop a 

knowledge-based economy (see Table 3). However, these tendencies have not yet sufficiently reflected the improvement 

of the development of the districts. 

There is practically no interconnection between the growth of the KBE segment (by number of companies) and the Smart 

Development Index in the Latgale region. At this stage of the analysis, this is due to the marked differences in districts according 

to the increase of the KBE segment. The second reason is the difference in the population density in the districts, since 11 of the 19 

Latgale region districts have a low population (1112-7686 inhabitants), which also affects the economic performance results due 

to the limited amount of human resources. In addition, these 11 districts also have low development rate.  

The results of the calculation show, that the highest average increase of the KBE segment (+116.51%) is in the group of 

districts with the lowest number of inhabitants and low development rate in comparison with the more populated districts with 

more rapid development rate, where the average increase of the KBE segment in the group was +75.03%; + 50.00%; and + 107.93% 

respectively. It should be noted that in the group of districts with the smallest population and low development rate, there is also 

the highest indicator according to the increase of business in general (+118.84%). However, it should also be noted, that the increase 

in the KBE segment of the group of least population and low development rate was mostly at the expense of two districts - Riebiņu 

district +600.00% and Kārsavas district +333.33%. In other districts of this group, the increase of the KBE segment was lower and 

similar to more populated districts and districts, which progress more rapidly in developing, but some districts demonstrated a zero 

increase or even a decrease in the KBE segment. As a positive trend, it can be mentioned that in the most populated districts with a 

rapid development race, the increase of the KBE segment was more rapid than the increase of business activity in the whole 
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economy (for example, in Daugavpils district (+94.44%) and Rēzekne district (+ 121.43%)) (see Table 3). This suggests that 

knowledge-based sectors that are important for economic development are being emphasised. 
 

Table 3. The increase in the number of companies in the Latgale region districts according to the number of inhabitants 
(I) LOW RATE (II) RATE BELOW AVERAGE  (III) RATE ABOVE AVERAGE (IV) HIGH RATE 

Population (thousand) 

1112-7686 7686-14256 14256-20826 20826-27396 

DISTRICTS: DISTRICTS: DISTRICTS: DISTRICTS: 

AVERAGE IN THE GROUP 

KBE 116.51 
All sectors 118.84 

AVERAGE IN THE GROUP 

KBE 75.03 
All sectors 61.02 

AVERAGE IN THE GROUP 

KBE 50.00 
All sectors 57.03 

AVERAGE IN THE GROUP 

KBE 107.93 
All sectors 104.28 

Aglonas  
KBE +33.33 
All sectors 106.67 

Balvu 

KBE +50.00  
All sectors 50.96 

Krāslavas  

KBE +50.00 
All sectors 57.03 

Daugavpils  
KBE +94.44 
All sectors 43.46 

Baltinavas  

KBE 0.00  
All sectors 77.78 

Dagdas  
KBE +100.00 
All sectors 97.56 

 Rēzeknes  
KBE +121.43 
All sectors 60.82 

Ciblas  
KBE +100.00 

All sectors 100.00 

Ludzas  

KBE +55.56 

All sectors 47.97 

  

 

 

Rugāju 
KBE – 50.00 

All sectors 83.33 

Līvānu  

KBE +69.57 

All sectors 49.69 

  

Vārkavas 
KBE +100.00 

All sectors 500.00 

Preiļu  

KBE +100.00 

All sectors 58.91 

  

Zilupes  
KBE 0.00  

All sectors 62.50 

   

Riebiņu  
KBE +600.00 
All sectors 106.67 

   

Viļakas  
KBE +100.00 
All sectors 39.29 

   

Kārsavas  

KBE +333.33 

All sectors 95.45 

   

Ilūkstes  
KBE +75.00 

All sectors 77.97 

   

Viļānu  
KBE -10.00 

All sectors 57.58 

   

KBE – knowledge-based segment of economy 
Source: the authors’ calculations according to Lursoft data, RDIM 2015 
 

The general trend of business growth shows that the people in Latgale region’s rural areas relatively actively 

engage in business, including in the KBE segment, however, despite this, the Latgale region still has a high proportion of 

low-populated districts and districts with a low development race.  
 

CONCLUSIONS 
 

 The most significant regional development problem, which is characteristic throughout the territory of Latvia, is the 

significant differences in the level of socio-economic development both between regions at national level and between 

the districts, not only within the country but also within a specific region. 

 There is a marked inequity among the Latgale region districts and the Smart Development Index in the Latgale region 

districts reflects the division of districts into two similar groups, where the first group has 10 districts with positive 

values of the index and the second group has 9 districts with negative index values. However, as a result of the 

qualitative research, in general as the most significant smart territory growth direction in Latgale the people cantered 

development scenario has been raised, due to the fact that people attraction, retention and successful usage of their 

potential in the districts and in general is an important factor in ensuring sustainable development. 

 In general, the qualitative assessment points to the dimensions People and Economy as the basis for the smart specialization 

of the Latgale region. It should be noted that the dimension People clearly dominate both in quantitative and in qualitative 

assessment. At the same time, experts acknowledged that people’s initiatives and activities play an important role in ensuring 

the region’s smart specialization, but the institutional environment of local importance is prevalent. 
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