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CHAPTER I - 
EXERCISE IN LATVIA " \f C \l "1" 
METHODOLOGY AND OBJECTIVES OF THE SELF-ASSESSMENT EXERCISE IN LATVIA 

1. This Chapter I on “Methodology and Objectives of the Self-Assessment Exercise in Latvia” describes the purpose of the Self-Assessment of Administrative Procedures in Latvia, details the self-assessment methodology and describes the role of the Regulatory and Administrative Costs Survey, the procedure templates, and other inputs in evaluating the business environment in Latvia. 
A. The Purpose of the Self-Assessment Report of Administrative Procedures in Latvia TC "A.
The Purpose of the Self-Assessment Report of Administrative Procedures" \f C \l "2" 
2. The first FIAS Report on Administrative Barriers to Investment in Latvia was completed and submitted to the Government of Latvia in 1999. The Government of Latvia, taking into account the serious effect administrative barriers had on the quality of the investment climate and business environment, initiated a comprehensive and systematic reform agenda to implement many of the recommendations from the FIAS Report.

3. The 2002 Self-Assessment of Administrative Procedures in Latvia is prepared with the goal of taking stock of the status of previous reform efforts and identifying remaining administrative barriers.  Self-assessment is a new approach to reform and increases the capacity of a government to apply standard tools and make its own evaluation.  Self-assessment is based on generic tools prepared by FIAS (such as the Regulatory and Administrative Costs Survey and the procedure templates, described in more detail in Section B “Self-Assessment Methodology and Its Application in Latvia” below) that are applied to the specific circumstances and procedures in a given country.  The data gained from these tools creates a more complete picture of the business environment, since it presents and contrasts both public and private perceptions.  

4. This Self-Assessment exercise was carried out in Latvia under the guidance of FIAS in order to build capacity to carry out future self-assessments without need for external assistance.  The LDA contributed substantially to the design of the self-assessment methodology, as a cooperative pilot-project with FIAS, and also carried out a thorough assessment of the key administrative procedures affecting business in Latvia. Almost all relevant government agencies in Latvia were cooperative, and assisted in laying the groundwork for the development of many new “performance indicators” for these agencies, focusing on their impact on the business environment.  

5. The self-assessment has proven to be a useful exercise in several respects.  First, the self-assessment provided an opportunity for agencies to collect and report information regarding their own performance over the past one to two years. Second, the business survey gave the business community an opportunity to identify the most important obstacles to investment and to rate the services of key government agencies. Third, the comparison between the two sources of information gave a more complete and accurate picture of the business environment than has been available to date.

6. This Self-Assessment of Administrative Procedures in Latvia of 2002 can serve several purposes simultaneously.  The Report and the activities undertaken in preparing it provide:

· A roadmap of administrative procedures.  The Report provides descriptions for current procedures for the formal establishment, location and operation of a business.  This information is based on several sources: 

The Report describes some of the procedures in detail in order to serve as a stand-alone source of information for the investor.  This is done in cases where the procedure is particularly complicated and there is inadequate information on that procedure available from other sources.

In other cases, the Report relies on the information that is supplied by or available from the government institutions themselves.  This up-to-date information is either located on the Internet or is described in the templates submitted by the government institutions and incorporated in the Report.  This approach is used in cases where the relevant government institutions themselves have, in the opinion of the authors, prepared the best, most user-friendly information.  This is consistent with the goals of the Self-Assessment Report in placing responsibility for the information and results as much as possible in the hands of the government institutions. 

· A policy and regulatory review.  The data from the self-assessment templates and the Regulatory and Administrative Costs Survey is used to measure the quality of governance and public services delivery with regard to key public institutions and formal procedures with which businesses must comply, to evaluate the types and magnitude of costs imposed on private enterprises by several key administrative/regulatory procedures, to pinpoint areas of excess or unnecessary cost that might benefit from reform or streamlining and to identify other problem areas (e.g., areas that cause complaints among businesses; areas that seem significantly costly or time-consuming, etc.).  

· An agenda for dialog between the public and private sectors on administrative reforms with a public-private sector consultative mechanism to bring together the two principal stakeholders.  The recommendations of the Report form a reform agenda, offering specific solutions but at the same time identifying broader problems that may require additional consultation and consideration.  An integral part of the efforts to reform the business environment in Latvia has been the participation of the public and private sectors in structured dialogue and this should continue to be the mechanism to spread the sense of ownership and participation in this ongoing process.  

· An Action Plan for Removal of Administrative Barriers to Investment: The discussions based on the findings of the Report should establish which reforms are highest-priority from the private sector’s point of view; which are feasible from the Government’s point of view, and concrete proposals for implementation, including responsibilities, deadlines, and indicators that can be monitored.  These should then be incorporated into a comprehensive, cross-sectoral and intergovernmental legal instrument.  The Government adopted its first Action Plan to improve the business environment in Latvia in May 1999, and this legal instrument has been subsequently revised on a regular basis.  The results of the Self-Assessment Report should be a source for new tasks to be included in the Action Plan.   

· A monitoring and evaluation System: Both the templates and the survey form a baseline against which agreed reforms and the changes in the business environment can be evaluated.  The template and survey exercises should be repeated at intervals (e.g., once per two years) to assess progress, to identify which reforms are on track and which are not, and to adjust the reform strategy accordingly.  The templates should be used both by those parties guiding the reform process, as well as by the institutions themselves to check their progress.  In addition, the templates cover some of the same points necessary for performance measurements
 and as such can be used as tools to implement these goals of public administration reform.  In addition, FIAS provides several internationally comparable indicators which can allow the Latvian government see how administrative procedures in Latvia compare with those in selected other countries.  

· Capacity building.  The activities undertaken in the templates exercise have created a basis for a new, cooperative approach to public administration reform.  By filling out one or more templates for those procedures under its supervision, each public institution has become part of a significant, broad-ranging and innovative effort.  

B. Self-Assessment Methodology and Its Application in Latvia TC "B.
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7. The self-assessment methodology applied in Latvia is based on several sources of input: the Regulatory and Administrative Costs Survey, which captures the experiences of businesses in undergoing administrative procedures in Latvia and the procedure templates, which present data and information from the government and municipal institutions overseeing those procedures.  The chapter on Overall Observations (Chapter II) and the technical chapters on Start-Up (Chapter III), Locating (Chapter IV) and Operating (Chapter V) compare the results of these two sources.  These analyses are enriched by legal research (to provide the background for the existing procedures as well as recommendations for reform) and views expressed in focus groups of businesses (to contribute to an in-depth understanding of the problems).  

1) Regulatory and Administrative Costs Survey TC "1.
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a) Realization of the Survey in Latvia

8. Countries like Latvia are increasingly concerned about issues such as how open their business environment is to private investment and business development and what should be the priorities for reform.  Identification of serious (high cost) constraints is the first step in this process and a well-designed survey of members of the business community allows us to begin to assess these costs and constraints for existing businesses.

9. The Regulatory and Administrative Costs Survey was commissioned by FIAS with the administrative assistance of the Latvian Development Agency.  The company that was selected to undertake the Survey was Baltic Data House.  A detailed description of the methodology used in realizing the Survey is found in Annex F.

10. The Regulatory and Administrative Costs Survey
 is the first such comprehensive and statistically valid survey of a representative sample of enterprises in Latvia
.    

b) Application of the Survey

11. This report excerpts relevant sections of the Survey Analysis and uses them throughout the report.  The full text of the Survey Analysis, including the methodology used, prepared by Baltic Data House, is found in Annex F and is available from the Latvian Development Agency (contact: +371 7039414 or kplauka@lda.gov.lv).  In addition, the data tables can be provided upon request.  The size of the Survey sample was 541 enterprises.  Taking into consideration the sampling procedures and the data weighing procedures, the sample of the research is generally representative of the universe of private enterprises operating in Latvia, and the results obtained can be generalized to the Latvian business community at large
.  Annex G is a letter dated 2 January 2002 from the Central Statistics Board of Latvia, which confirmed that the “distribution of enterprises in the model corresponds to the actual state of affairs at the end of 2001”.  The Central Statistics Board acknowledges that the sampling quotas “could be sufficient and representative.”    

2) Procedure Templates TC "2.
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c) Generally

12. The procedure templates are instruments whose goal is to present information regarding a procedure overseen or supervised by a government institution.  The information is in a format that is standardized, to the extent possible, among the various government institutions within one country and also among those institutions fulfilling similar functions in various countries.  

13. The procedure templates have been developed by FIAS based on pilot tests undertaken in Latvia in November 2001.  These templates have been fine-tuned and are now being used in other transition countries.  As the repository of information from the templates grows, there may eventually be an opportunity to review an international database of templates that will allow various interested countries to compare and contrast their requirements governing a given procedure.

14. At the same time, the procedure templates serve an important purpose in the country itself.  The procedure templates are designed to provide two types of information regarding the procedure overseen by a given institution: 

a) The investors need to know:

· Where do I go?
· What do I do?

· What must I bring? 

· How long will it take?

· How much will it cost?

b) The Government needs to know:

· Volume of transactions;

· Average processing speed;

· Number of rejections;

· Number of appeals; and

· Outcome of appeals.

15. Section A of the template provides basic information about each of the institutions involved in the analysis, and how it can be contacted (address, phone number, office hours, etc.). 

16. Section B contains information about the procedures, including: 

· The legal basis for the procedures;

· Other institutions involved in the procedure (e.g., institutions that must make a prior approval or a subsequent approval before the procedure can be considered complete);

· Official duties and fees required to complete the procedure;

· Documentation and information requirements that the investor must provide;

· Processing time (statutory maximum, if any; average processing time, etc.);

· Number of applications received;

· Number accepted and successfully processed;

· Number rejected or sent back to the applicant;

· Number of appeals;

· Outcome of appeals; and

· Flow-chart of procedure.

17. Section C provides an opportunity for the institution to make a self-assessment of the procedures, including:

· The purpose of the procedure; 

· Clarity of the procedures;

· Efficiency of the procedures;

· Communication between the institution and enterprises;

· Priority areas for improvement (that can be undertaken within the institution); and

· Priority areas for improvement (required outside the institution, e.g., changes in legislation, or in other institutions involved in the procedures being analyzed). 

d) Activities Undertaken in Latvia

18. The procedures covered by the templates were based on the issues in the Regulatory and Administrative Costs Survey and the activities relating to business environment reform in Latvia over the last four years.  

19. The Latvian Development Agency disseminated procedure-specific templates to the government and municipal institutions responsible for them.  Table I.1, below, 
 lists the templates disseminated and the institutions or municipalities that returned completed templates. 

20. The templates exercise may herald an unprecedented degree of voluntary participation by government institutions in collectively forming a picture of the business environment in Latvia.   In fact, very often the quality of the information supplied was so high that the authors invite interested readers to refer to the completed templates included in the relevant Annexes for information on the procedure.  

	Procedure template
	Filled out by

	START-UP (Chapter III)

	Enterprise registration
	Enterprise Register

	VAT registration 
	State Revenue Service

	Municipal trade permits
	Riga, Cesis, Daugavpils, Jelgava, Liepaja, Rezekne, Valmiera, Ventspils

	Tobacco license
	SRS (Excise Goods Board)

	Alcohol license
	SRS (Excise Goods Board)

	Commercial cargo license
	Auto transport Directorate

	Construction license
	Construction Licensing Commission for Legal Persons of the Ministry of Environmental Protection and Regional Development

	Approval of work permit
	State Employment Service

	Issuance of residency permit
	Department of Citizenship and Migration Affairs

	LOCATING (Chapter IV)

	Registration of real estate transfer
	Landbook Division, Ministry of Justice

	Inventory of buildings
	State Land Service

	Reassessment of land parcel by request
	State Land Service

	Change of real estate use
	Cesis, Daugavpils, Jelgava, Liepaja, Rezekne, Valmiera, Ventspils

	Construction approval
	Riga, Daugavpils, Jelgava, Liepaja, Rezekne, Valmiera, Ventspils

	Utility connection: gas
	Latvijas Gaze (Latvian Gas)

	Utility connection: electricity
	Latvenergo

	Utility connection: heat
	Rigas siltums (Riga Heat)

	Utility connection: water
	Rigas udens (Riga Water)

	OPERATING (Chapter V)

	Tax Reporting: Corporate income tax, Value added tax, Personal income tax, State mandatory social insurance contributions, Real estate tax
	State Revenue Service

	Value added tax refund
	State Revenue Service

	Customs procedures (import, export and transit)
	State Revenue Service (National Customs Board)

	Sanitary Border Inspectorate control procedure for importing and exporting goods and carrying goods in transit
	Sanitary Border Inspectorate

	On-site inspection
	State Labor Inspectorate, State Sanitary Inspectorate, State Fire and Rescue Service, State Construction Inspectorate, State Environmental Inspectorate, Control Section of State Language Center, State Revenue Service and others


e) Using the Templates 

21. The templates are primary sources of information for describing a given procedure and are used as a basis for analysis as well.  In most cases, the template is reproduced in the Annexes as filled in by the institution
.    

22. The templates are immediately useful in that they supply contact information for the institution, the applicable legislation the institution is implementing and observing, and the steps to be undertaken to fulfill the procedure.  The last section of the template, the “opinion of the head of the institution” is the view of the institution itself on the procedure it is mandated to oversee, and as such forms an important part of the analysis.   

23. In other cases, the information from the templates has been put together in a chart to present both the information on the procedure, as well as for comparison.  This has been done for construction procedures in the municipalities and reporting requirements for different taxes.  Elsewhere, for purposes of analysis, tables comparing separate sections of the templates have been prepared.  

24. From the perspective of preparation of the Self-Assessment Report, the templates have already played an important role in creating a common experience among those government and municipal institutions that are responsible for procedures that affect enterprises.  This is not only in terms of activities related to gathering information and answering the questions, but also in the fact that the information provided can be compared, where applicable, among the institutions in Latvia.  

25. In addition, the templates can even serve as a useful means to fulfill some of the goals and priorities of the Latvian government based on fundamental reform documents like the Public Administration Reform Strategy for 2001 to 2006 (accepted by the Cabinet of Ministers 10 July 2001) and subsequent related policy papers
.  

3) Other Sources of Input for the Self-Assessment Report TC "3.
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26. In addition to the Regulatory and Administrative Costs Survey and the procedure templates there are several other sources of input that have been crucial for the procedure descriptions, analyses and recommendations of the Self-Assessment Report.  These inputs include legislative analysis and meetings and discussions with representatives of the business community and the government.  

27. Legislative analysis is necessary to provide the legal framework and legal nuances to many of the procedures described herein, as well as to identify what legislative change may be necessary to improve a given procedure.  

28. Meetings with government and business representatives have provided a qualitative context and richer, more detailed (albeit anecdotal) evidence that allowed FIAS and the LDA to design the entire Self-Assessment exercise, as well as to interpret the results of the Survey and the templates.

29. Both legislative analysis and cooperation with stakeholders have been integral elements of the ongoing reform efforts in Latvia (see the description below on the actions undertaken and methods used in reducing administrative barriers and improving the business environment in Latvia).  

30. Finally, in September 2002 the draft Report was disseminated for commentary to all state and municipal institutions that had filled out templates, as well as to institutions overseeing the government administrative structure and public reform projects and those that deal with municipalities.  Several institutions have sent responses.  Clarifications and those proposals that were interesting and useful, according to the authors of the Report, have been incorporated in the text of the Report, with reference to the relevant source of information.  The letters from the institutions are available at the LDA.  




































































































� In fact, many of the goals articulated here are also covered in the Public Administration Reform Strategy for 2001 to 2006, accepted by the Cabinet of Ministers on 10 July 2001 and sets the policy framework for subsequent white papers relating to public administration reform.  In particular, see, e.g., Section 5.3.4. of the White Paper on E-Government in Latvia, adopted in substantial part by the Cabinet of Ministers on 7 May 2002.


� The authors of the Report would like to point out that the terminology used in the Survey does not always precisely reflect the legal terms or the exact name of the institution.  For example, in the question on border crossing, the Survey uses the term “Sanitary and veterinarian inspection control”, but it would be more correct to write “veterinary, phyto-sanitary, nonharmfulness of foodstuffs and safety of goods inspection”.  Similarly, the Survey mentions the “Fire and Rescue Service” but its real name is the “State Fire and Rescue Service”.  The relevant institutions have pointed out these discrepancies.


� The Latvian Development Agency has undertaken prior surveys of the business environment in 1999 and 2001, and these have helped indicate trends and general problem areas in the business environment.  But in those cases a voluntary sample of members of various business organizations was used, and therefore the results were less scientific and reliable than those received that were based on the rigorous methodology applied in the Regulatory and Administrative Costs Survey.


� Since a quota sampling method was used, there were some discrepancies between the sample structure and the universe of all Latvia’s private enterprises.  To correct this, the Survey experts applied a data weighing procedure that is described in detail in the Survey Report.  


� A complete table in Annex A lists the procedure descriptions, the institutions or municipalities that filled them out, as well as the date the template was completed.  


� Where some of the information supplied is either incomplete or inaccurate, based on independent or alternative but reliable sources of information, the LDA has included a note supplementing or explaining the text in the template.  If questions have been left blank the templates still show the blanks.  However, in cases where there were three or more free-form answers to a given question and none of them have been filled out, the authors have reduced these selections in the interest of conserving space.


� For example, section 5.3.4. of the White Paper on E-Government (adopted in substantial part by the Cabinet of Ministers on 7 May 2002) provides for Institutional Performance and Process Measurements and indicates that (relevant text in italics): 


5.3.4.1. A prerequisite for the objective assessment of the quality of services and organizational effectiveness is the preparation and implementation of the relevant performance measurements and process measurements and a comparative system.


5.3.4.2. Performance measurements describe the end result of organizational activities.  In the case of public administration, these are public services.  Performance measurements could be, for example, number of clients served, length of time serving the client, number of complaints, evaluation of the client’s satisfaction with the service, etc.  


5.3.4.3. The process measurements characterize the organization’s internal processes.  These could be, for example, the costs for serving one client, the costs for a procurement transaction, the average time taken for procurement, et al.


5.3.4.4. Thus, one of the most important tasks of the e-government program is the preparation and introduction of a standard system for public administration institutional performance indicators (each institution, of course, will have its own indicators, but some of them will also be standard) which will form the basis for the internal review, as well as analysis of the institution’s activities.
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