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In an international comparison, the value added by transport lies within the range between 3% and 
5%, and public investment in transport typically amounts to 2%-2.5% of GDP. For the Baltic States, 
the value added of the transport sector is substantially higher, ranging between 5 and 10 percent 
depending on the country and the year of observation, underlining its importance for these 
countries. Demand for transport in developing and transition countries grows faster than GDP 
(typically 1.5 to 2.0 as much) and this is also the case with the Baltic States. 

Countries such as the Baltic States face several macro and micro level challenges in their 
modernization process. The main macro level issues include: 
 the changing trade patterns and globalization, 
 the evolving role of the private sector, 
 sustainability concerns.  

The main micro level issues include: 
 the changing traffic patterns and behavior for passenger transport and mobility, 
 the changing logistical patterns and the impact of technological developments. 

The evolving roles of the private and public sectors draw attention to the importance of allowing 
the private sector to operate efficiently, and of finding better ways of implementing good 
governance. This has led to the identification of separate roles for public authorities and commercial 
operators, especially in infrastructure management and in transport service provision. Privatization 
has been widely used as a vehicle to restructure transport and transport infrastructure markets. 
Consequently, public-private partnerships have been introduced as a mechanism for providing good 
quality transport and infrastructure services at a reasonable cost.    

Transport, storage and communications, alongside with trade and manufacturing, are among the 
three most significant sectors of Latvian economy. The sector includes motor, railway, air, and 
water transport, as well as the system of ports and pipelines. Most of the cargoes are transit whereas 
passenger transportation, except for the airlines, is mostly local. 

Latvian ports may be considered the most important element of the transit business. Their smooth 
operating is ensured by advantageous geographical position and well-developed infrastructure. 
Besides seven smaller Latvian ports, three largest ones are those situated in Ventspils, Riga, and 
Liepaja. They are mainly used for the transhipment of transit cargoes, such as crude oil, oil 
products, chemical bulk cargoes, ferrous metals and articles, etc, from East to West Smaller ports, 
on the contrary, are mainly oriented towards the domestic market. 

Despite the cautious forecasts made by transit business representatives and a number of state 
institutions, year 2000 has been quite successful for Latvian ports. Compared with 1999, cargo turnover 
grew by 5.7% and reached 51.84 million tons. Results for the first two quarters of 2001 are even better - 
12.4%. The growth was mainly owing to the largest Latvian port Ventspils that has raised the amount of 
handled cargo by 10.3%. Out of different types of freight, liquid (crude oil and oil products) and bulk 
cargoes have had the most effect on growth. High oil prices in the world markets have played their role 
as well. In order to increase revenues, Russia has raised its exports to Europe. Transit through Latvian 
ports, as the key routes to the Western markets, was affected accordingly. 
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Rail network covers all Latvian regions and is linked with the neighbouring countries - Estonia, 
Russia, Byelorussia and Lithuania. Although State JSC “Latvijas dzelzceļš” (LDz) is the main 
entity responsible for passenger and cargo carriage, Latvian legislation allows private companies to 
enter the business. Such companies operate in Ventspils, Riga, and Liepaja. For LDz, the mentioned 
seaports serve as the key junctions in the transit routes. 

Oil products, chemical fertilisers and ferrous metals, which together constitute about 76% of the 
total amount of cargo transported, are among the most important types of freight. Although there 
was some growth during 2000, in the first half of 2001 the amount of handled cargo has increased 
even further - by 11.3% compared with the respective period of the previous year. The performance 
can be partly explained by the favourable external conditions, such as high market prices for oil and 
other natural resources. In addition, as a result of quite a successful co-operation between LDz and 
its Russian partners, transportation of new types of cargo was initiated. The number of passengers 
has been continuously declining since 1995. 4.18 million people were transported in the first quarter 
of 2001, which is 30% less than during the same period of the previous year. Passenger 
transportation business results in considerable losses to LDz - they have to be covered from profits 
made by cargo haulage. 
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Fig.1. Turnover of cargo handled by Latvian ports, million tons
(2001- 1st half of the year).
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Fig.2. Freight transported by railway, million tons
(2001- 1st half of the year).

 
Pipeline system is an important part of the Latvian oil transit corridor. The operator of the oil 
pipeline network is a Latvian-Russian joint enterprise “LatRosTrans”. 66% of the share capital is 
owned by JSC “Ventspils nafta”, whereas 34% belong to the Russian State property fund 
represented by company “Transnefteprodukt”. Three pipelines coming from Polock run through 
Latvia: two of them are pumping oil and oil products to Ventspils, while the third supplies 
Lithuanian oil refinery in Mazeikiai. The pipeline system is one of the major export routes of oil 
from Russia to Northern and Western Europe. 
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Fig.3. Oil and oil products transported, million tons
(2001- 1st half of the year).
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Fig. 4. Motor transport performance
(2001- 1st half of the year).
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In the first half of 2001 the amount of oil and oil products transported was 15.11 million tons, which 
is 20.9% more than in the first half of 2000. The increased amount of handled crude oil was the 
main reason for growth. Positive results for the first six months of the year allow forecasting a 
substantial increase by the end of 2001. 

Motor transport is the most significant type of cargo and passenger transportation in Latvia. The 
amount of transported cargo has remained stable during the last three years. More than 90% of the 
freight were processed domestically. In 2000 the physical volumes of cargo slightly dropped, 
whereas the turnover in money terms has increased. The first quarter of 2001 was more successful 
than the respective period of the previous year, since an increase in domestic freight processing led 
to a 16.6% sector growth, The amount of international traffic, although being quite small, grows as 
well. It rose 18% during 2000 and 30.7% during the first quarter of 2001. 

Domestically, most of Latvian passengers are transported by motor vehicles. In the first quarter of 
2001 bus routes were used by 42.54 million people, which is 0.9% more than in the respective 
period of the previous year. Share of people transported on international routes is quite small and 
constitutes only 0.26% of the total number of passengers. The large and stable number of people 
using the domestic routes can be explained by the fact that since 1996 transportation by motor 
vehicles, as opposed to railway, is subsidised by the State Motorway Fund, whereas taxi and 
international routes are not subsidised. 

Latvia has two internationally certified airports - Riga and Liepaja. However, regular air communication 
with Liepaja is currently disabled. In order to receive an international certification, two more cities, 
Ventspils and Daugavpils, also have started the modernisation of the existing airport facilities. 

Riga International Airport has a leading position in the Baltics both by the number of passengers 
and cargo turnover. The airport provides services to its customers to 16 direct destinations, 
including direct flights to Copenhagen, Helsinki, Frankfurt Prague, Moscow, and Stockholm. In 
addition, it is possible to choose from more than ten charter flights. Major part of passengers is 
served by one of the six largest airlines, including airBaltic, ČSA, British Airways, Finnair, 
Aeroflot, and Lufthansa. 

Compared with railway, sea, and motor transport, airlines are less popular for cargo transportation. 
In 2000, the amount of handled freight was 4.66 million tons, whereas for the first six months of 
2001 the figure is 2.52 million tons, which is 20.6% more than in the first half of the previous year. 
Yet, cargo transportation by air has quite fair future prospects, especially since February 2001, 
when a new cargo terminal was opened - this was a joint project by airBaltic, SAS, and 
Globeground Berlin, a daughter company of Lufthansa. 

The National transport development programme (1996-2010) defines the national priorities and 
activities to be performed in the sector. The main subdirections of this programme are: 
 

200

300

400

500

600

1996 1997 1998 1999 2000 2001

Passengers, thousand people

Fig. 5. Passenger turnover at the Riga International Airport
(2001- 1st half of the year).

1. Maintenance and development of transport
infrastructure 

2. 
3. 

Improvement of transport services 
International (export, import, transit) transport
operations   

4. 
5. 
6. 

Integration of transport systems 
Traffic safety 
Establishment of the environmentally friendly
transport system 

7. 
8. 
9.

Transport statistics and information infrastructure 
Transport legislation and institutional regulations 
Education and science
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Sector performance is highly dependent on transit through Latvian ports from Russia and CIS to the 
Western Europe. Most likely, the policy officially declared by representatives of the Russian 
government - changing the export routes so that go via Russian own ports -will serves as the 
governing factor. One example is exports of ferrous metals, where transit through Baltic ports 
declines while amounts handled by St Petersburg are going up. The new Russian port currently 
under construction in the Gulf of Finland may have a much more adverse impact on the situation. 
Though the first phase of the oil terminal is scheduled to start operating already by the end of 2001, 
its initial throughput capacities will not be large enough to jeopardise Latvian oil and oil product 
transit. Nonetheless, as a result of increased competition, Baltic ports may be forced to reduce their 
tariffs, thus arriving to decline in revenues. This scenario may only come true if Russian oil exports 
grow very slowly or even decrease. Otherwise, if Russian exports retain the present export growth 
rates, Baltic ports are most unlikely to run into serious problems. 

Latvia has made significant progress in all areas in the transport sector during the past ten years. A 
well-functioning transport sector is instrumental in furthering societal development, as well as in 
improving the prerequisites for domestic and foreign trade. 

Despite the positive development, continued efforts are needed to improve the sector further. 
Further improvement is needed in areas such as traffic safety/ road infrastructure, and public 
transport in urban areas. Other important areas of development Include inter-urban passenger 
transport and the improvement of the overall performance of the transport and logistics industry at 
large. 

The efforts to improve the institutional capability within the transport sector administration should 
also be continued. In some subsectors, the independent capability in safety inspection and 
enforcement of international conventions seem to be less than satisfactory. The main areas of 
concern relate to passenger, cargo, and environmental safety issues in maritime transport and port 
state control. There needs to be greater co-operation between different administrations in 
connection with dangerous goods especially when such goods are conveyed from one transport 
mode to another. 
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