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After Iceland and Hungary, Latvia became the next country that is deeply affected by the economic crisis. It is the country that has already borrowed 7,5 billion euro from the international structures: IMF, European Commission, etc. and has already completely “swallowed” the first received part of this loan. It is the country that after joining the European Union in 2005 has tested to the full all the delights of one of the pillars of the European Union – free movement of capital. After joining the EU, free European money flooded Latvia, basically from pension funds of Sweden and other, mainly Scandinavian countries. After all, the joint-stock banking capital of Latvia already for more than 70 % belongs to the Scandinavian banks. And consequently, it was only natural that the Scandinavian owners have put forward requirements obliging Latvian managers to make sure that this money worked. The managers were even punished financially if they could not impose loans to bank clients. As a result we now have the situation in the country where about half a million of physical and legal bodies have outstanding loan obligations for 15 billion lats (1 lat =0,702804 euros), from which 6,5 billion lat in loans are on the shoulders of ordinary households. Most of the borrowers already have difficulties with their monthly payments, and the “toxic loans” reserves in commercial banks have already exceeded 10 % of the total credit portfolio of these banks. And one has to remember that before all the problems of financial sector of the Latvian economy, the government had actively pursued a policy of practically total destruction of the local industry and agriculture. 

  
The industry has especially suffered during the first premiership of Godmanis, when the pride of the Latvian industry has ceased to exist: the enterprises of electrical engineering and mechanical engineering such as "Alpha", VEF, RAF, and others where many thousands of qualified specialists of European level have worked.

The same was the fate of the Latvian agriculture when, while being in the European union, Latvia has destroyed its sugar industry and fishing fleet thanks to "efforts" of the long-term minister of agriculture Martinsh Rose.

The refusal of the government of a state regulation of the economy has pushed the country on the brink of bankruptcy, and injection of the budgetary funds not into creation of new workplaces and supporting of export, but into the state bureaucracy led to such results that an average salary of state officials became the highest in the country, even higher than in the banking sector. The bureaucratic machine has expanded to an improbable extent, so big that the reduction of its expenses by 40 % does not look impossible to accomplish (the task to reduce administrative expenses by 40% was set in the budget of2009 by  the Minister of Finance Repshe)

By the way, this was also one of the conditions of the international organisations, which have given out an international loan of 7,5 billion of euro, and 7,5 billion euro is the amount of the whole annual budget of Latvia. The position of Latvia is also aggravated by the fact that the government of already twice ex-prime minister Godmanis has decided to rescue the  private bank Parex, in which it already has injected 1 billion lats. That is 20 % of the budget and in spite of the fact that on April 16th, 2009 the European Bank of Reconstruction and Development became the owner of this bank, there seems to be no end to the state injections into this problem bank.

At the moment in order to receive a second  loan from the international organisations, Latvia has to reduce the budget deficit, that is to cut down expenses and to increase income. The reduction of bureaucracy expenses seems logical because of their excessiveness, but an attempt to increase the incomes by means of simple increase in taxes (on alcohol and of the VAT) has backfired: for the 3 months from the moment of tax increase the budget has received additionally almost 200 million lats less than what was planned. That will say, the crisis is deepening, and it means that this is no longer just a question of a reduction of the administrative apparatus, but that teachers whose wages have already been cut by 20%, will join the ranks of the already fired thousands of policemen and firemen. And an even worse thing can happen: that the pensions and the allowances of already the poorest pensioners in the European Union will be reduced.

Certainly, the problems in the Latvian economy have not arisen yesterday: in 2005 I myself, using an analysis of the situation and the government plans, have warned about the forthcoming crisis and have prepared the draft bill "About the economic crisis", which was submitted for consideration to the Latvian parliament by the deputies of Socialist party of Latvia. But the right wing ruling majority, which has been made dizzy by the monetary “rainfall” , was incapable to estimate professionally the consequences of their own amateurish economy management and to take seriously the responsibilities to the country, has rejected any sensible cautions of opposition. By the way, unprofessionalism of the rulers, their inability to listen to the opinion of the  opposition is also one of the reasons of the unfolding of the crisis in Latvia. But one should not expect that the crisis will lead now to any revolutionary changes in Latvia. "The top is still capable” – that is the opinion of the chairman of the Socialist party of Latvia (“News Today”). The bourgeois government is still capable to suppress any resistance as they have done on January 13th, 2009, when the crowd of protesters smashed the building of the Latvian parliament and demanded its resignation. 

 At the same time, in order to get out of the crisis, the government in Latvia first of all  needs to learn how to involve competent experts into the management of the country. And certainly also the prompt introduction of the euro in Latvia would also  help to ease the crisis, and that would be real international help, instead of an additional enslavement.

