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Corruption erodes confidence in political
institutions and endangers public sector
reforms; exacts a disproportionate cost on
the poor who may be deprived of basic
public services; distorts the allocation of
resources; and undermines competition in
the market place.

- OECD (2000)

A social audit involves ordinary people in
evaluating the social objectives put forth by
government.

Social audit seeks to enhance accountability,
equity, effectiveness and value for money.

From a perspective system leakage, a
study of corruption must be embedded in
a study of the entire system, including
people’s opinion and experience with the
system, and their recommendations for
improvements and changes.

Curbing system leakages in Latvia

PREFACE

Corruption — the use of public resources for personal gain
— has long been acknowledged as an important issue.
Entrenched corruption presents major barriers for
achieving public service reform, limiting the capacity of
States to deliver on their social objectives. According to an
IMF study, after considering other factors that affect
income inequality and poverty, increased corruption in a
counltry results in a decrease in the income growth of the
poor .

Petty corruption — petty only in the sense that it is not
criminalized — increases the cost of key public services
and transfers the cost to users. Petty corruption siphons off
financial, technical and human resources that should be
invested in maintaining and improving the system. This
system leakage in the public sector limits efficient and
equitable delivery of people’s entitlements, and widens the
gap between the goals of government reform and progress
and the lived experiences of people.

Preventing corruption requires evidence of the extent and
the dynamics of the practice.

CIET is an international organisation dedicated to
ensuring that planning is based on evidence from the
communities that services aim to reach. CIET’s methods
for social audit have been applied globally to a range of
development issues. In particular, the social audit process
has provided a reliable methodology for measuring the
extent and impact of corruption in public services — and,
as important, identifying mechanisms to tackle corruption.

Through these social audits, hundreds of thousands of
citizens and public servants have spoken up about their
experiences of corruption in the police, justice, public
administration, primary education, agriculture, customs,
social welfare and health services. Public service providers
and the public they are supposed to serve are then drawn
in to making the changes necessary for increased
accountability and transparency to counter corruption.

From a broad social perspective, petty corruption degrades
the moral fabric and undermines the rule of law. From the
state perspective, money is lost in the unofficial system

! Gupta, S., H. Davoodi and R. Alonso-Terme (1998) Does corruption affect income inequality and poverty?
IMF Working Paper. http:/www.imf.org
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through untaxed earnings and system leakage. From the
service user’s perspective, it creates inequalities in access
to services.

Collecting evidence on the prevalence and dynamics of
corruption requires a particular sensitivity in methods
employed. The CIET social audit is guided by the
following seven principles:

Get the evidence: Public services do not always
work as expected. The easiest mistake to make in
service delivery is to assume that coverage and
impact are obtained, simply because the services
exist. Hard evidence is needed about what works
and what is needed.

Community participation: When local
communities are brought into the picture in an
informed way, discussing the data through focus
groups and stakeholder workshops, public
services become part of a network of governance
issues on which there is meaningful interaction
with the public.

Impartiality: Community-based audit by a
neutral third party can help to build a culture of
transparency in public services, resulting in
increased accountability and good governance.
Partner buy-in: Partners in governmental and
non-governmental capacities are actively involved
throughout the audit, from the initial stages of
design to action plans based on audit results and
community-led solutions.

No finger pointing: A social audit is intended to
focus on system flaws and to build local solutions.
It is not about ‘finger-pointing’. Even negative
findings can be framed as a starting-point to
improve.

Repeat audits: Ideally, social audits are repeated
at constant intervals, in order to track changes and
measure the impact of the reallocation of
resources. This allows for interventions to be fine-
tuned or investments to be moved elsewhere.
Dissemination of results: Sharing of results, and
the ability to interpret them, is key to the twin
principles of transparency and accountability. The
public is informed about progress and public
managers, nourished by fresh evidence, know
about the particular mix of circumstances under
which an intervention works. CIET social audit
maps help to focus the attention of the public and
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decision makers. Use of the mass media and more
local forms of communication help to disseminate
the social audit results to a wide audience.

The research CIET facilitated in the Baltic States (Estonia,
Latvia and Lithuania) focused on petty corruption in the
health sector and licensing processes. The Organisation for
Economic Cooperation and Development (OECD)
commissioned the study at the request of the countries

involved. The research process took place from March to
November 2002.

In each of the three countries, CIET cooperated closely
with governmental and non-governmental counterparts to
determine the scope of the research, to design the survey
instruments and to analyse the key findings. CIET staff
with experience of CIET methods in other countries
trained local fieldworkers on tested techniques to collect
evidence from households and institutions, code and enter
the data, and hold focus groups in local communities.

In October 2002, CIET presented the key findings from
the research to stakeholder meetings in each of the
countries, where planners, policy makers and advocates
had the opportunity to reflect on the findings and discuss
the implications for continuing their efforts to curb the
system leakages created by petty corruption.

This report presents key findings of the Latvian survey
and the action points households, health care institutions
and key stakeholders in government and civil society have
identified. It proposes a communication strategy to
disseminate the findings to a wider audience in order to
facilitate evidence-based action.



Table 1
Information base
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Number of households
Sample population

Businesses interviewed
Health institutions reviewed

Feedback focus groups
Health worker focus groups

3439
8926

167

41

30
2

Business owner focus groups 1

SUMMARY

In the 2002 Corruption Perception Index (CPI), an annual
‘poll of polls’ produced by Transparency International,
Latvia received a CPI score of 3.7 (10 being least corrupt
and 0 being most corrupt). Latvia took position 52 among
102 ranked countries, the lowest ranking of the Baltic
countries. Earlier corruption surveys in Latvia found that a
substantial number of Latvians believed government
employees accepted bribes on a frequent basis. Formal
studies also found that the perception of corruption was
not matched with experience.

The aim of this social audit was to measure the public
perception of the social phenomenon of corruption and to
document links between perception and concrete
experience. The goal was to help reduce system leakages
that result from petty corruption and to suggest actionable
steps to improve the situation in the health and licensing
sectors.

Methods

A cross-design of methods combined quantitative and
qualitative measurement tools in a way that facilitates
action and builds capacities. Interviewers came from
universities, NGOs and government departments, and
received training to conduct the household interviews. In a
second phase, teams went back to the communities and
conducted focus groups on the results.

The survey sample consisted of 3439 households across
the country. In order for the sample to be representative of
the national population, a multistage stratification scheme
was used for the selection.

Data collection instruments included
a household survey to collect information on
individual client experiences within the health
and licensing sectors;
an institutional review of health care facilities;
interviews with businesses; and
focus groups with communities, health workers
and business owners to deepen the understanding
of results and explore corrective strategies.
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Main findings
Business experience with licensing

The 167 businesses interviewed rated government support
for their business poorly. Only 8% rated government
support as good, while 23% rated it as bad and 19% rated
it as very bad. Only 12% of businesses said the level of
corruption in government regulatory processes was low,
while over half (55%) thought that the level of corruption
was high or very high. Only 12% thought that the situation
of corruption had improved in the last three years.

Despite these views about corruption, only 6% of
businesses admitted to giving a gift or unofficial payment
to register their businesses and 9% admitted giving a gift
or unofficial payment to get a licence or permit. A higher
proportion (14%) admitted ever giving a gift or an
unofficial payment for an inspection. Business focus
groups felt that the incidence of unofficial payments in
registration and licensing was likely to be accurate.
However, they felt that the rate of unofficial payments for
inspections was perhaps under-estimated. They felt small
businesses were not keen to admit their participation in
‘paying off” an inspector.

Most business owners (88%) said they thought it was
corruption if a person gives a tip or unofficial payment to
facilitate business regulation. Over half (60%) said they
would be willing to report an unofficial payment. Yet only
three respondents claimed to have made a formal
complaint about demands for unofficial payments.

Household experience with licences and permit

Some 8% of households applied for any licence or permit
in the last five years. The licence mentioned most often
was a driving licence.

Some 85% of service users paid officially for licences and
nine out of ten got receipts. Only 7% of households said
they gave an unofficial payment or gift for licences, the
majority of which were given in cash. The mean value of
unofficial payments was 80.5 Ls. In most cases, the
payment was made to an inspector or a clerk.

No less than 85% of respondents said they were satis fied
with the licensing process, and only 7% said they were

10
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dissatisfied. The most common changes suggested for the
licensing were faster service and less bureaucracy.

Information about health services

Only one quarter of household respondents felt they had
all the information they needed about their health care
entitlements. People would like to get information from
the mail and brochures, as well as from mass media
sources. Only 21% of government health service users
knew how to make a complaint. There was no association
between health care facilities having formal complaints
procedures and the proportion of service users who knew
how to make a complaint. The existence of a formal
procedure for complaints does not make it effective unless
service users know about it.

Contact with health services

Of the 8786 people covered by the survey, 46% had
contact with health services in the first five months of
2002. Eight out of ten health service users received
treatment under the government health system and about
two out of ten received treatment in private facilities.
Among last contacts that were through the government
scheme, 64% were with family doctors and the remaining
36% were with specialists.

Rating health services and satisfaction

Only 19% of households said that health services were
good or very good. The most common response (44%)
was that health services were neither good nor bad, and
37% gave a rating of bad or very bad. Despite this, most
people who described a contact with government health
services said they were satisfied with the care they
received. Some 81% said they were satisfied or very
satisfied, while just 9% expressed dissatisfaction.

Official payments for health services

Among the government health service users, 12% of those
seeing a family doctor and 18% of those seeing a specialist
paid more than the standard consultation fee.

Nevertheless, three quarters of those who paid more than
the standard consultation fee got a receipt for the full
amount. The average total cost of a contact with

11
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government health services (including money spent on
medicines) was 10.4 Ls.

Corruption in health services

Some 45% of respondents rated corruption in government
health services as high and 50% thought it had increased
in the last three years. Almost half (49%) thought that an
unofficial payment to a health care professional was not
corruption, with the most common reason that it was a
form of gratitude. The majority (62%) said they would not
be willing to report a professional who demanded an

uno fficial payment.

These views create an enabling environment for unofficial
payments in the health sector, yet only 3% of government
health service users admitted to making an unofficial
payment in their last contact. The most common benefit
people reported from making an unofficial payment was
quicker service, mentioned by 38%. One third of those
who made an unofficial payment did not perceive any
benefit as a result. Patients who made unofficial payments
were less likely to be satistied with their care.

Community focus groups felt that the real frequency of
making unofficial payments was higher than 3%. Some
suggested that people were unwilling to admit they made
an unofficial payment because they knew it was illegal or
they got some benefit; others thought people might be
afraid to admit payments; and others still said it was so
universal that people would not even think of the
payments as unofficial.

Some 14% of government health service users said they
gave a gift during the last contact. In nearly one third of
gifts were given before or during treatment, suggesting
that it was given to secure preferential treatment for the
patient. If gifts given before the end of treatment are
counted as unofficial payments, then 6% of government
health service users made unofficial payments.

Priorities for change

The most frequent change suggested for the government
health care system affected the family doctor system, in
particular the practice of referrals from a family doctor in
order to see a specialist. Over half of the respondents were
willing to pay for a change to the system.

12
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Next steps

The most important step in the social audit process is to
disseminate the findings in a way that will lead to
interventions aimed at curbing unofficial payments and
gifts in the health and licensing sectors. Based on the
analysis of the survey findings and consultations with
stakeholders, a communication strategy identifies the main
actionable findings, and for each of those defines the
messages to be communicated; the audiences to be
addressed; and the most effective mechanisms for
communicating the evidence in a way that facilitates
positive changes in the sectors examined.

In the health sector, three actionable findings emerged:
attitudes create a supportive environment for
corruption, including widespread belief that unofticial
payments are not corruption and low willingness to
report unofficial payments;
lack of information at households level, the majority
reporting they did not have enough information about
health care entitlements and few households saying
they knew how to make a complaint; and
a gap between people’s perception of the government
health care system and their personal experience as
users, with very few households rating government
health services as good, but most service users saying
they were satisfied with their care.

In the sector of business regulation and licensing, one
actionable finding was identified:
a high prevalence of unofficial payments for business
inspections, and a strong relationship between not
having enough information about inspections and
making unofficial payments.

The main target groups include the general population,
service workers, the business community, and planners
and policy makers. These audience segments will be
targeted using the mass media (radio, newspapers and
television); dissemination of posters and pamphlets; and
seminars and debates. Government institutions and non
governmental organisations will take the lead on different
components of the strategy. Service workers, in particular
doctors, health facility administrators and government
inspectors, will receive specific targeted information, as
well as skills necessary to effectively communicate the
information to service users.

13



Table 33

Summary of communication strategy
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Health sector

Main findings & actionable facts

Target group

Channels of communication

Practical implications

Attitudes about corruption

49% of households thought an
unofficial payment to a health worker
was not a form of corruption and 62%
were not willing to report a health
worker who demanded an unofficial
payment.

-General public
-Health institution
managers

-Health care workers
-Policy makers and
planners

-Radio, newspapers, magazine
for health care professionals
-Posters and pamphlets
-Seminars to health
professionals

-Health care workers as
providers of information

-Views were more common
among urban areas and non-
Latvian speaking households,
so these should get particular
attention

-Focus groups said they
wanted information from
trusted independent people or
government authorities, so
involve NGOs and Ministry

Information about entitlements

75% of households said they did not
have enough information and 89% did
not know how to make a complaint.

-General public

-Radios, newspapers, TV
-Posters and pamphlets

-Ministry should standardise
the information that is
communicated in facilities
-Materials should be published
in both Latvian and Russian
-Attention to communicating
information to the elderly

Perception of government health care
service

Only 19% of households rated
government health services as good,
but 81% of users of government
services said they were satisfied with
the care they received.

-General public
-Health care workers

-Public forums

-Radio, newspapers,
magazines, TV to highlight
positive experiences
-Meetings, internet or written
feedback to foster
communication between
Ministry and health care
workers

-Should clearly state both
potential and limits of the
system, being careful not to
raise expectations

-Closely related to the
provision of information, above

Business regulation

Main findings & actionable facts Target group Channels of communication Practical implications

Unofficial payments in business -Businesses -Pamphlets -Should review the supervision
inspections -Government -Internet and accountability of

14% of businesses made an unofficial departments that do -Memo to inspectors inspectors

payment for inspection. Over half of inspections -Feedback and brainstorming -Implement a mechanism for
businesses did not have enough -Inspectors session with inspectors inspectors to report businesses

information about inspections.

that offer unofficial payments

14




Primary health care is the focus of the
health care reforms, making family
doctors the gatekeepers of the health

care system.

Curbing system leakages in Latvia

INTRODUCTION

In the framework of corruption as ‘system leakage’, it is
important to examine the context of the system — how it
operates, its strengths and weaknesses, and people’s
experience and perceptions of it. In this section, we
present a brief overview of the health and licensing
sectors, followed by an overview of research on corruption
in Latvia.

A health care system in transition

Health care reform has been a challenge for all transition
countries. Like most of the former Soviet republics,
independent Latvia inherited a health care system
characterised by deteriorating hospitals and clinics with
inadequate supplies; physicians who were poorly trained
and underpaid (earning less than the average factory
worker); and an ineffective system of quality
managementz.

The Department of Health in the Ministry of Welfare is
responsible for the provision of health care in Latvia. This
department manages the State Compulsory Health
Insurance Agency (SCHIA), which was re-established at
the national level in 1997 to control and disburse funds for
health care. At the sub-national level, municipalities are
responsible for ensuring that people have access to health
services, maintaining health facilities and consolidating
large hospitals. In Riga and large towns, municipalities
have ownership of some health care centres, often in
partnership with the health care providers themselves. The
organisational structure for the financing and management
of the health care system is illustrated in Annex 2.

Primary health care was and continues to be the focus of
health care reforms. This has meant a departure from a
system where patients move from one specialist to
another, depending on their ailment. In the new system,
each person registers with a family doctor, and that family
doctor serves as the ‘gate-keeper’ of the health care
system, referring the patient to specialists as deemed
appropriate.

2 Barr, D and M Field (1996) “The current state of health care in the former Soviet Union: Implications for
health care policy and reform” American Journal of Public Health 86(3):307-312.

15
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The Latvian government has moved a long way in
executing health care reforms, but some challenges
remain. The introduction of patient fees has reportedly put
basic health care out of reach for some disadvantaged
groups, particularly the elderly who are in most need of
health care. The incomes of health professionals are
among the lowest salaries in the public services — doctors
and nurses earn approximately $300 and $180 a month,
respectively — and many health care workers are turning to
more financially rewarding professions or seeking
employment abroad”,

In 1998, the World Bank approved a $12 million loan to
assist the Government of Latvia in the implementation of a
long-term strategy to restructure health services. The
programme focused on health care financing reforms and
the development of health care services.

Health care finance and expenditure

A primary objective of the government’s health care
reform is to develop institutions and systems for
appropriate health financing. Soon after independence in
1991, there was a move to decentralise health care
responsibilities to a local level. Government confirmed
this delegation of responsibility in the law ‘On Local Self
Government’ (1993). However, it soon acknowledged that
local municipalities did not have the financial or
administrative capacity to appropriately manage health
care services and in 1997 consolidated the health care
budget to the state level, creating the State Compulsory
Health Insurance Agency (SCHIA). The SCHIA
established eight regional funds, which disburse money
through contracts with local service providers.

Most hospitals are limited liability enterprises and hold
contracts with the regional sick fund. The sick fund
reimburses the institutions according to the number of
patients it treats and the services it provides. Most family
doctors operate as independent contractors with a regional
sick fund, and operate within a ‘capitation’ model budget.
Each family doctor has a determined list of patients under
his or her care and is allotted a pre-determined amount per
patient for all outpatient services. This system has come
under severe criticism by professional doctors’
association, who feel that the amount allocated is

3 Irwin J (2000) “Europe in crisis” Nursing Standard 15(11): 26-27.
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Figure 1 insufficient to provide adequate care to all patients and

Health.care expenditure per capita from state also to cover overhead and salary expenses4.
consolidated budget

1007 88.1 In 1999, 75% of funding for health care came through the
80 - regional sick funds, and patients paid the remainder ‘out-
of-pocket™.
60-
40 Between 1995 and 2000, the health care expenditure per
204 capita from the state consolidated budget has more than
. doubled (Figure 1). In 1999, the government’s total

. o . )
1995 1996 1997 1998 1999 2000 expenditure .0}111 I;Iealth was 4.4% 0? its E}DP.d Tlllns
Source: Ministry of Welfare (2001) Public compares wit 0t6e CEE average of 5.7% and the EU

Health Analysis in Latvia, 2000 average of 8.6%".

Cost of health care to users

All Latvian citizens, permanent residents and those who
have paid income tax for more than six months are entitled
to health care services covered by the health care
minimum. The government’s Basic Care Programme
describes the range of services provided and is revised
annually. People receive free care only for emergency
treatment, maternity treatment, if they are under 18 years
of age, and if they are certified on the social register.
Otherwise, visits to the clinic cost 0.50 Lats, a specialist
costs 2 Lats, and procedures for nonrurgent care require
co-payment of 20% of care costs. Some services like
dental care, joint replacement and infertility treatment are

Figure 2 not covered at all by the Basic Care Programme and
Expenses for health care per capita per month : : :
(Strvey on household budget of the Central patients purchase these. services d1.rectly from health care
Stats. Bureau) institutions (state, municipal or private).
31 2.66 The amount households spend on health care each month
S0 | sos 223 risen (Figure 2). A 2000 study found that 48% of those
1.96 % : L .
29|18t -= (5| - polled did not visit a doctor even when ill because they
Lats 1.5 lacked the funds for treatment. One-third of those polled
1 struggled to find the money for treatment, and only one-
0.51 fifth (19%) could afford treatment without worrying about
0 having enough money left over for other needs’.

1996 1997 1998 1999 2000

ioulrc'?i Minl_iSttFY Of;gggare (2001) Public Health - Prescription medications make up a significant portion of

nalysis In Latvia, . .

y household expenditure on health care. The Cabinet of
Ministers has established a list of drugs, mainly for severe

4 Based on conversations with the Latvian Association of Family Doctors and the Latvian Physicians Association.
5 European Community and World Health Organisation (2001) Highlights on Health in Latvia. Copenhagen:
WHO Regional Office for Europe. Page 33.
6 WHO Regional Office for Europe (2000). Health for All database.
7 UNDP (2001) Latvia Human Development Report 2000/2001 . Riga: UNDP.
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Table 2
Pharmaceutical expenditures in Latvia

1997 1999
Health care budget 63 LVL 136 LVL
(in millions) 105USD 226 USD
Drug expenditure 15% 10%
Domestic producers % 15% 24%
Hospital drugs % 85% 76%
Ambulatory drugs % 65% 73%
OTC drugs % 35% 27%
Drug expenditure as % 15.4% 16.6%
of health expenditure
Reimbursed drug 22.5% 36.6%

expenditure

Outpatient reimbursed 7.4% 13%
drug expenditure

Source: European Observatory of Health Care
Systems (2001) Health care systems in
Transition: Latvia

and chronic illnesses, that are reimbursable by the state,
and the patient must pay for all other drugs privately.
Table 2 shows the structure of expenditure on
pharmaceuticals in Latvia.

Private health insurance is a new phenomenon in Latvia
and is growing alongside the market for private health
services. Nevertheless, private insurance is out of reach for
most people.

Background on licensing

Licences and permits for small and medium enterprises
are not the domain of one ministry or sphere of
government. The dispersed control of licences and permits
creates a barrier for starting and operating a business,
because it is time consuming and difficult to consolidate
all of the necessary information. Businesses must first
register with the national government at the Register of
Enterprises and locally at State Revenue Services.

To operate, they must get the relevant licences and

permits according to the “Regulations for licensing of
Certain Kinds of Business Activities (Regulation of the
Cabinet of Ministers No. 348, of 7 October 1997)” and
“On State Fee for Special Permit (licence) to Separate
Types of Entrepreneurship” (Regulations of the Cabinet of
Ministries No. 48 of February 1999).®

Most licences and permits for small businesses are issued
at the national level (see below), according to the type of
business, but local governments have the power to issue
certain permits and licences, according to Section 15:11 of
the Law on Local Governments.’ These include trading
licences to businesses operating in public spaces; licences
for public transport taxis and private buses; shooting
ranges; cremation activities; and some stages of the
building and construction process. In addition, small
businesses must get regular certifications such as: building
codes; fire safety; and environmental friendliness. All
businesses are subject to a regular inspection from the
State Revenue Services (local tax inspection).

A licence is needed if the business is engaged in operation
of secondary and higher educational institute (issued by
Ministry of Education); production of weapons and

8 Latvian Development Agency (2001) Latvian Export and Import Directory.
9 Government of Latvia (2001) Law on Local Governments.
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explosives (issued by Ministry of Interior Affairs);
manufacture of medicines and pharmaceuticals, and the
manufacture or services of dangerous equipment (issued
by Ministry of Welfare); foreign currency transactions,
bank and credit activities (issued by Bank of Latvia);
national or international passenger and cargo transport
(issued by Ministry of Transport); radio and television
broadcast (issued by National Radio and Television
Council); and insurance services, production of tobacco
and spirits for sale, trade of precious metals, production
and import of fuel and petrol, and gambling services (all
issued by Ministry of Finance).

Skilled professionals working in medicine, teaching,

construction, engineering and others skilled activities
require a certificate or licence issued by the relevant

professional society.

The general population might require licences and permits
such as: building permit for construction or renovation,
driving licence, work permit, travel permit, permit to cut
wood, hunting permit, trade permit, and others. Municipal
departments issue most of these licences and permits.

Research on corruption in Latvia

A small variety of research studies provide a picture of the
levels and perception of corruption in Latvia.

The 2000 study, The Face of Corruption carried out by
NGO Delna, showed that in the categories of receiving
permits and licences, medical care, and school registration,
the actual bribing experience (using connections, money
or gifts) was higher than the perception of bribery'®. In the
categories of customs, encounters with traffic police,
settling cases in court, and encounters with national police,
the perception of bribery was higher than the actual
bribery experience. In this study, which surveyed 2001
inhabitant of Latvia, 55% of the respondents believed that
the government of Latvia was not interested in preventing
corruption and 77% thought that many officials abused
their authority in order to pursue their personal interests,
neglecting the needs and rights of the inhabitants.

10 Delna (2000) Delna Annual Report 2000. Riga: Delna.
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Corruption in the health sector

Reports suggest that, under the Soviet administration,
corruption permeated the health system. Largely as a
result of low salaries, some health care personnel
demanded money from patients to provide services they
were supposed to provide for free. A shortage of medical
supplies and basic pharmaceuticals led to the proliferation
of black markets'".

A World Bank report on health care in the region since the
collapse of the Soviet Union argues that corruption still
infests the system, creating “an informal market for health
care within the confines of the public health care service
network”.'? Although very little data exists on this
informal health market in Latvia, anecdotal evidence
suggests that unofficial payments to health care providers
are commonplace, and almost an accepted part of the

health care system'”.

The 1998 World Bank survey Corruption in Latvia found
that health-related services were the second largest
component of household bribe flows (after traffic police),
both in the aggregate and for the average household .
Despite households’ direct experience with corruption in
the health sector, they gave health-related organisations
relatively high marks in terms of honesty and integrity, on
average above the press and local NGOs. From a list of 36
public and private institutions, households ranked the State
Agency of Medicine third as the ‘most honest’.

The World Bank survey found that households believed
that the health sector extracts bribes from service users
about 15% of the time (based on responses from
households with at least annual contact with the health
sector). When asked how they perceived the frequency of
bribes in education and health services, households gave
an average rating of 3.7 and public officials gave a rating
of 3.4 (range being 1=never happens and S=always
happens).

11 Barr D and M Field (1996) “The current state of health care in the former Soviet Union: Implications for health
care policy and reform” American Journal of Public Health 86(3): 307-312.
12 Lewis M. (2000) “Who is paying for health care in Eastern Europe and Central Asia?” Washington: World
Bank.
13 Based on conversations with the Latvian Physicians Association (April 2002) and the Latvian Association of
Family Doctors (April 2002).
14 World Bank. Corruption in Latvia: Survey Evidence, 1998. Accessed in April 2002 at: http://www.delna.lv.
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When households were asked how damaging they believe
different types of corruption to be, they ranked “bribery to
improve quality of education or medical treatment” as the
least damaging type of corruption. Respondents suggested
that while bribery in education and health sectors is a
frequent practice, it was necessary given the low levels of
state funding.

The 2000 study, The Face of Corruption, had similar
findings '°. In household surveys, 18.2% of respondents
reported that they believed the health clinics were corrupt.
However, among those using the health services, 38.3%
reported actual experience in bribing (using connections,
money or gifts). The discrepancy between the number of
people who perceived corruption and the higher number of
people who have participated in official payments reflects
a belief by some that gifts and unofficial payments in the
health sector are not a form of corruption.

Based on discussions with key informants, both
government and civil society members largely agreed that
unofficial payments exist — and are possibly on the rise —
in the health care system. They suggested that although
unofficial payments are most organised in surgical clinics,
it is also a common practice among other practicing
physicians, including in the new family doctor system.

The reasons people gave for systemic corruption in the
health care system were a lack of money in the health care
system and low salaries of health care professionals.
People pointed out particular ‘opportunities’ for unofficial
payments, such as long waiting lines for surgeries and
getting a referral to a specialist by a family doctor.

They said that patients are disinclined to openly challenge
the system of corruption, because they are anxious about
losing access to quality health care. For health care
professionals, there are few disincentives for taking
unofficial fees — no doctors have been prosecuted by the
national health department and hospital administrations
seem reluctant to take disciplinary action. Those
individuals who benefit from the system of unofficial
payments — doctors who earn money and patients who get
preferential treatment — are reluctant to see changes in the
system.

15 Delna (2000) Delna Annual Report 2000. Riga: Delna.
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Figure 3

How frequently firms in Latvia have to make
an unofficial payment to get things done
(n=150)

Frequently
13%

29%

Seldol
17%

Source: Business Environment and
Enterprise Performance Survey 2000, The

World Bank Group
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Sometimes

People generally agreed that ‘gratuities’ to doctors after a

service were different from money demanded to perform a
service. However, the question remains to what extent the
gratuities are truly voluntary, and whether they are in fact

a down-payment to get better service the next time.

Corruption in licensing

Studies about unofficial payments in the licensing and
permits sectors are rare in Latvia. However, some reports
indicate that corruption exists in these processes. In the
World Bank survey Corruption in Latvia (1998), when
asked to rate the frequency of corruption in the licensing
and permit process, households gave an average rating of
4.0, business enterprises gave a rating of 3.8, and public
officials gave a rating of 3.6 (range being 1=never happens
and 5=always happens). For bribery to avoid trouble from
sanitary/fire inspectors, households and enterprises gave
an average rating of 3.6 and public officials gave a rating
of 3.2. In the same study, when asked who most frequently
extracted bribes, business enterprises named: road police
33%, customs 21%, building permits 18%, sanitary
inspections 13%, fire inspectors 12%, tax or audit
inspections 8%.

The 1998 survey also documented people’s experience
with corruption’®. Thirty-seven percent of enterprises and
13 percent of households reported having made unofficial
payments. On an organisation-by-organisation basis,
enterprises and households that have had contact with
government agencies reported that unofficial payments
were required a third to a half of the time from some
agencies. The average enterprise spent 2.1% of monthly
turnover on bribes and the average household spent 1.2%
of monthly income on bribes. Time spent on negotiating
bribes was also a significant cost.

In 2000, the World Bank Group included Latvia in the
Business Environment and Enterprise Performance Survey
(BEEPS), which aimed to capture the private sector’s
perception of and experience with corruption in the
business environment'’. When questioned how frequently
firms must make an unofficial payment to get things done,
of the 150 firms responding, 40% said firms must never
make unofficial payments (Figure 3). When asked how
often firms must make unofficial payments to get licences

16 Anderson, J. (1998) Corruption in Latvia: Survey Evidence. Report available at http://www.delna.lv.
17 An interactive BEEPS database is accessible at http://info.worldbank.org/governance/beeps.
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Figure 4
How frequently firms in Latvia have to make
an unofficial payment for licences and
permits (n=156)
Frequently
13%

Sometimes

29%

Seldom
17%

Source: Business Environment and
Enterprise Performance Survey 2000, The

World Bank Group
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or permits, 62% said this was never necessary (Figure 4).
About 65% of the firms (n111) said that bribes to public
officials have had some impact on business.

In discussions with stakeholders during the scoping phase
of this project, most people suggested that opportunities
for corruption were greatest in the issuing of construction
permits, mainly in the big cities. People said that private
individuals would be more ready to admit their
experiences with unofficial payments in this sector, as
established companies might fear harming their
relationship with the authorities. One stakeholder said that
because of the complicated procedures for procuring
licences, there could be a perception of corruption in the
process, just because there is inadequate information on
the official procedures.

The 2000 study, The Face of Corruption, conducted by
the NGO Delna, reported that people’s perception of
frequency of bribes in licensing and permits is higher than
actual bribing experience. '® In the surveys, 59% of
service users thought bribing associated with receiving a
licence or permit was common. However, when they
reported actual experience (using connections or giving
money or gifts), only 47% had some experience. The
report does not discriminate what proportion of bribes
were linked to using connections, money or gifts.

A stakeholder reported that businesses commonly felt that
for most processes, one can pay a bribe to make things go
faster or to have the inspector ‘look the other way’. With
the tax inspector, for example, the stakeholder suggested
that it is cheaper to pay a bribe to the inspector than to go
through a long process of challenging the inspector’s
decision. According to this person, owners of small
business have the perception that it will not do much good
for them to challenge corruption. Most of them are
constantly struggling to survive in their small businesses,
and they are willing to pay bribes just to make sure that
they can keep operating.

¥ Delna (2000) Delna Annual Report 2000. Riga: Delna.
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Table 3
Representative sample sites for the Baltics
social audit

Curbing system leakages in Latvia

Other

Capital urban Rural
sites sites sites Total
Estonia 10 10 10 30
Latvia 15 7 8 30
Lithuania 8 12 10 30
TOTAL 33 29 28 90
Figure 5

Location of sample sites for the household
and business surveys

[

METHODS

To initiate the process in April 2002, a series of interviews
with planners and decision makers clarified the objectives
and set the limits of the enquiry. The government
counterparts identified the sectors of health and licensing.
Further meetings with key individuals and organisations
attempted to tease out the main concerns for investigation
and the components of service delivery that would benefit
from community-based information.

In consultations during the design phase, representatives
of government, health care professionals and civil society
all agreed that unofficial payments were present in the
current health care system, but they disagreed about the
extent of the problem. Asked about the reasons for
corruption, the informants generally pointed to under-
funding and low salaries of health professionals.

People interviewed during the design phase expressed the
opinion that patients were reluctant to openly challenge
the system of corruption, because they felt anxious about
losing access to quality health care. Many expressed the
opinion that unofficial payments were not given to obtain
better treatment but were given to express gratitude to the
physician. Informants agreed that ‘gratuities’ to doctors
after a service were different from money demanded to
perform a service. The extent to which gratuities are truly
voluntary or a down payment to get better service the next
time, however, remained to be established.

The government counterparts formed a design committee
that contributed to the content of the survey instruments.
With the input of this committee, in cooperation with local
partners, CIET followed its established research
methodology for a social audit.

Sample and sampling

The Baltic Study Centre (BSC) at the University of Latvia
performed the sample selection, relying on the most recent
government census data.

The national sample consisted of representative sentinel
sites (Table 3 and Figure 5). In order for the sample to
represent the national population, the BSC stratified the
sample frame by size of settlement and location, and
randomly selected a number of sites from the list of
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Table 4

Final sample for the Baltics social audit
Households
interviewed

Estonia 3,388

Latvia 3,439

Lithuania 3,493

TOTAL 10,320

Data collection instruments:

= Household survey

= Institutional review for
health care facilities

] Interview format for small-
and mediumssized
businesses

= Focus group format for
community members

= Focus group format for
health care professionals

Health
People institutions Businesses Community Health worker
represented reviewed interviewed focus groups focus groups
7,526 33 - 30 2
8,926 41 167 30 2
8,541 30 150 30 2
24,993 104 317 90 6

candidate communities in each stratum, in proportion to
the population.

In each site, approximately 100 contiguous households
were interviewed. The final sample size in Latvia was
3,439 households, representing almost 9,000 people
(Table 4).

Data collection instruments

The data collection methods included a household survey
to collect information on individual client experiences
with the health and licensing sector; institutional reviews
of health care facilities; and community focus groups to
deepen the understanding of results and to explore
corrective strategies. The CIET team selected and trained
interviewers, piloted and adjusted the instruments to local
conditions, supervised the household surveys and double-
data entry, facilitated the institutional reviews and focus
groups, analysed the data and produced the report over
nine months.

Household Survey

Following a standards-based approach, CIET reviewed
questionnaires used in and outside the Baltic region as a
starting point for the questionnaires, and used pre-
validated questions whenever possible. The design
committee reviewed the questionnaire and interviewers
piloted it in communities in order to test clarity and
appropriateness. The 79 questions on the household survey
covered six different areas:

-General household questions collected information about
the household structure, including age, sex, breadwinner
data, education level, occupation, social assistance and
household income level.

-Questions about licensing were asked only to those

households that reported applying for a licence or permit
in the last five years. This section included questions about

25



Curbing system leakages in Latvia

the type of licence, time spent in dealing with the
application, official payments and receipts, unofficial
payments and gifts, overall satisfaction with the process
and suggestions for change.

-Questions about people’s perceptions of the health sector
included a rating of the health services, suggested changes
about health services, willingness to pay for changes, and
where people would like to get information about free
health services.

-Questions about people’s attitudes and perceptions of
corruption in the health sector included questions about
willingness to pay to avoid a waiting list, willingness to
report a doctor that demands an unofficial payment,
whether an unofficial payment is corruption, the
acceptable value of a gift to a health professional, rating
and time trends of corruption, and suggestions for
preventing unofficial payments in health services.

-Questions about people’s direct experiences with the
health sector were asked for each member of the
household. For household members that had visited health
services in the last five months (since the beginning of
2002), information was collected about that person’s
contact: whether it was private or public, where the person
was treated and by what type of doctor, whether the visit
was an emergency, whether the person was admitted to the
hospital, time spent on a waiting list, satisfaction with care
and medicine, and whether the person made or knows how
to make a complaint about services. The respondent
estimated the amount spent on the person’s care, including
consultation fee, medicines, investigations, bed and other
charges.

-Questions about people’s experience making unofficial
payments in the health sector were asked only about those
household members that had contact with health services
in the last five months. The household respondent
provided information, for that last contact, about whether
the person made any unofficial payment, and if so,
whether it was of their own initiative or at the request of
the health professional, when the payment was made, the
amount of the payment, who received the money, and the
benefit gained for making the payment. Similar questions
were asked with regards to gifts. If the patient did not
make an unofficial payment, the respondent was asked
whether a health care worker requested an unofficial
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payment, and if the patient had refused, what affect that
had on the care received.

Institutional review of health care facilities

Interviews were conducted in person or over the telephone
with the main health centres that people reported
attending. An interview with a respondent from the
institution elicited information on staff and staff shortages,
employee salaries, absenteeism, contracts with the sick
fund, budget and expenses, patient load, fees charged and
medicines provided. It also collected information about
how the facility informed patients about policies and
practices and a series of questions about complaints
procedures. With regards to unofficial payments, the
review inquired about the institutional position on
unofficial payments and gifts, whether the facility has
received any complaints about unofficial payments, where
opportunities for unofficial payments might exist, and
what the facility does and thinks should be done to prevent
unofficial payments. Further, the institution provided
suggestions for changes in the health system and the
family doctor system specifically.

Focus groups

In each of the sample sites, interviewers invited
community members to join focus groups to discuss the
findings and discuss corrective actions. To facilitate the
discussion, the research team developed focus group
guides, which presented key findings from the household
questionnaires and institutional reviews and guided
discussion into areas useful for programme planning. In
addition to community focus groups in each of the sample
sites, trained facilitators conducted two focus groups with
health care workers in each of the countries.

Business interviews

A total of 167 businesses participated in the business
survey in Latvia. In most cases, the interview was with the
proprietor, who was asked initial que stions regarding the
number of employees, the year of establishment, and
perceptions of the level of support received by
government.

Sections of the questionnaire dealt with business
regulation processes, namely registration of new
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businesses, procurement of business licences, and official
inspections. For each of these, the business respondent
answered questions regarding time required, difficulties,
and official and unofficial costs. A final section of the
questionnaire dealt with general aspects of corruption,
assessing the perceptions of the business community.

Following the initial analysis of the business interviews, a
number of business owners participated in a focus group,
providing feedback on findings.

Data collection

Household interviews and reviews of health care facilities
took place during May and June 2002. In each country,
local interviewers participated in a one-day training
session, which provided a background of the project and
standardised administration of the interviews. The trainees
practiced conducting the questionnaire in the community
and were given feedback on their performance. The
training also reiterated the issues of confidentiality, quality
control and logistics.

Interviewers clustered themselves in multiple teams, each
with a team supervisor. Teams travelled to a site and
interviewed all households in a designated cluster in a
single day, with no sub-sampling.

Following the household survey, interviewers conducted
reviews of the health institutions that household members
reported attending. Only institutions that at least 20 people
reported visiting participated in the institutional review.
CIET fieldworkers contacted the institutions primarily by
telephone, with a trained interviewer speaking to the
director of the facility or another senior administrator.

After the initial analysis of the household and institutional
data, the interviewers returned to each of the sites in
September 2002 to conduct focus groups. Only those
individuals who had participated in the household
interviews participated in the focus group meetings. Up to
ten people participated in each focus group, and a trained
facilitator and a recorder guided the session. In addition,
facilitators held two focus groups with health care workers
(one of doctors and one of nurses), randomly chosen
among the institutions that had been reviewed.
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Data entry, validation and analysis

Prior to data entry, the research team coded openrended
answers conducted logical checks. Using public domain
software (Epilnfo), they entered data twice. They checked
discordant data with the source questionnaire, in order to
eliminate all keystroke error, and further cleaned data to
exclude logical errors.

In the analysis of data (also using Epi Info), researchers
linked the institutional review data with the individuals
who reported using a given institution. This process is
known as meso-analysis, by which data from the
individuals can be interpreted in a local context'®. Meso-
analysis deals with factors operating in the community or
institution by linking them to the behaviour and attitudes
of the individuals in that community.

Formal epidemiological analysis probed behind the
indicators to get a deeper understanding of vulnerability to
particular attitudes and practices. CIET analysed
promising associations indicating possible vulnerability
using standard epidemiological techniques to identify
potentially confounding effects of age, sex of respondent,
education, residential area and other factors. Risk analysis
used the MantelHaenszel procedure®’ 2!. Contrasts are
reported as the odds ratio, and exact confidence intervals
(CD) are those of Cornfield. Heterogeneity between strata
was tested using the procedure of Woolf.

CIET researchers tested differences between averages (for
example, unofficial cost of services and willingness to
pay) using standard procedures: where the variances of the
two groups were homogenous (95% confidence), the t-test
was used. Where the variances were heterogenous, the
Kruskal Wallis test for two samples was used. Only those
associations that are significant at the 5% level are
reported. Most other associations will have been tested
and found to be easily explicable by chance alone.

' Andersson, N. (1996) “Meso-analysis: Quantifying qualitative data from communities and services” in Evidence
based planning: the philosophy and methods of sentinel community surveillance. Washington: EDI/World Bank.

20 Mantel, N, W. Haenszel (1959) “Statistical aspects of the analysis of data from retrospective studies of disease”
Journal of the National Cancer Institute 222: 719-748.

2! Mantel, N. (1963) “Chi-square tests with one degree of freedom: extensions of the Mantel Haenszel procedure”
Journal of American Statistical Association 58: 690-700.
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Maps and their interpretation

Key findings fro