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INTRODUCTION

This paper emphasizes establishment of the civil service
and the structural and organizational reform of public
administration in Latvia during 1993-2001. The content
of the paper is based on a six-year personal experience of
the author in designing, managing and implementing
reforms in Latvia. The views and opinions expressed in
this paper reflect the views of the author, occasionally
supported by the opinions of international experts familiar
with the process of public administration reforms in
Latvia.

During 1995-2001, due to the Government course on
integration into the European Union, Latvian administ-
ration has been increasingly subjected to the influence of
the Western European countries and particularly EU
member states and the European Commission. This inf-
luence stems from the obligation of Latvia as an EU candi-
date state to implement internal reforms and ensure com-
patibility of Latvia with the Copenhagen (1993) political,
economic and administrative accession criteria. Implemen-
tation of the administrative criteria requires that Latvia
develop a sustainable and reliable administration capable
of implementing the European Treaties, EU policies and
the acquis communautaire in Latvia to the same standards
as in any EU Member State.

Administrative capacity, both sectoral and horizontal, has
become an enormous challenge for Latvia. Therefore, im-
plementation of the internal administrative reforms takes
place in close cooperation with and assistance from the
European Commission, Member States, and SIGMA/
OECD. Moreover, the reform process is closely scrutinized
and evaluated by the Commission in the annual Regular
Reports on the progress achieved in preparation for acces-
sion. Such Regular Reports serve as a guiding document
regarding the priorities of internal reforms and areas,

which are considerably lagging behind the expectations

of the EU Commission and EU member states. The Regular
Reports act as monitoring tool to measure the progress
and identify problems as well as set a benchmarking
mechanism for comparison among the candidate states.

Although there is no acquisin the area of public administ-
ration and National Government retains its sovereignty
in establishing the structures of public administration and
regulating the civil service as well as deciding on the model
of decentralization of the state, there is a convergence in
the systems of public administration in Europe caused by
the obligation to ensure effective implementation of the
acquis, integration of EU members within the four freedoms
of movement,' rulings of the European Court of Justice
supplementing the European law. All this provides for a
more close integration of national public administrations
based on recognized common administrative principles.
Since 1997 Rotterdam conference on Governance and
European Integration, experts of public administration
have started to refer to the European Administrative Space,
which characterizes an administrative system capable of
the implementation of the EU legislation and meeting
such criteria as democracy, predictability, reliability,
adherence to the rule of law, proportionality, transparency,
effectiveness and efficiency.

Reform of public administration in Latvia is driven by
the internal challenges: need to improve coherence of
policy making and policy implementation, need to ensure
effective management of public finance, need to improve
responsiveness and quality of public services, need to im-
prove ethical standards and combat corruption, need to
facilitate economic growth and welfare of society. At the
same time, public administration reform is driven by the
integration process, which requires strengthening of poli-
tically neutral civil service system, implementation of rules
on administrative procedures, improvement of policy
coordination, ensuring sound management of public

finances within a medium term framework, developing
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internal and external financial control, implementing
transparent public procurement rules. While implementing
public administration reform, Latvia uses EU-stated re-
quirements for the administrative capacity as a benchmark
and ensures that the reforms are in compliance with the
European administrative principles.

It is important to note though that the application of the
good governance principles is not an easy task in a country,
which is in the process of building of administrative culture
based on democratic values. Reforms require a consider-
able degree of learning on the part of administration and
legislature. The EU legal acts usually state the desired
outcome but do not offer the countries any specific guid-
ance on how the effective implementation of the letter
and spirit of law can be achieved. It is presumed that the
national administrations should establish the implement-
ing structures that fit the tradition, political and administ-
rative culture and effectiveness and efficiency criteria in
their own countries, thus showing respect to the fact of
sovereignty of the national administration. Designing the
structures to implement the acquis is often linked to the
establishment of specific procedures, embedded in western
administrative culture. Therefore, the transfer of know
how from the EU member states serves as a key element

of success of public administration reform.

In this paper the author attempts to review the structural
and organizational reform, which enabled to transform
Latvian public sector from a single producer of goods and
services for the citizens, the sector which implemented
the policies decided outside Latvia (in Moscow), into the
public sector, which promotes development of the private
initiative and the sector which implements nationally
adopted policies in the interests of the Latvian society.
The author also pays attention to the success and failure
in designing and implementing of the reforms, which may
serve as a good lessons to those who follow the same route
of transformation from a centralized authoritarian society
to a market based democracy.

The paper describes the experiences of Latvia in reforming
administration and also suggests (in Chapter 5) the
common approach to designing and managing the reforms
of administration, which may be useful for the countries
at earlier stages in the reform process.

STRUCTURAL AND CIVIL SERVICE
REFORM IN LATVIA IN 1993-1997

First Program of Reform
of Public Administration in Latvia

Preparation of reform of public administration started in
1993, when Latvia took a decision to de-politicize the
state administration and establish professional civil service.
The Program of Latvian Public Administration Reform
(adopted by the Cabinet of Ministers on 28 March 1995)
[1] stated that Latvian State and public administration
were in transition from totalitarian regime to a democratic
state based on the rule of law. The Program envisaged
establishment of an administration that is derived from
the structure of the state stipulated in the Constitution
(SATVERSME) and which should perform entrusted
public functions with integrity, effectiveness and justice
towards the citizens.

The Program proclaimed the following strategic directions
of the reform:
e reform in relations between the society and the state;
e reform of public administration functions,
* reform of the structure of public administration,
* reform in basic operational principles of public ad-
ministration;
*  reform of main instruments of public administration:
— public finance management;
— personnel management;
— preparation and implementation of normative

acts.

The Program was to be implemented with the use of the
following means: legal acts, systems analysis, management
of change, financial resources, training of personnel, in-

forming of the society and public servants.

The principles of structural reform of public administration
were stated in the Program. The following provisions were
made for the public administration. The Cabinet of Minis-
ters exercises the political leadership of public administra-
tion and adopts secondary legislation aimed at implemen-
tation of the laws passed by the Parliament. Ministers are
members of the Cabinet and political leaders of respective
ministries. A ministry is the highest organization in the
institutional hierarchy responsible for policy making for
the sector, budget allocation within a sector, organization
of implementation of the public policies through manage-
ment of the subordinated institutional system. The institu-
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tions, which are under direct subordination and super-
vision of the ministry, are responsible for implementation
of the public policy or exercising control functions. Insti-
tutional system is based on principle of hierarchical ma-
nagement and control. For the purpose of horizontal
coordination, various mechanisms are employed: ad hoc
task groups, coordinating councils, institutionalized
system of exchange of information.

Implementation of the structural and organizational reform
started with clarifying the roles and functions of institutions
of public administration even before the official approval
of the Program of Latvian Public Administration Reform.
Notwithstanding the fact that the Program stated that
entrepreneurial activities are not an objective and part of
public administration, the use of entrepreneurial legislation
was made to establish state non-profit companies under
management of ministries to administer state programs
and deliver public services. As it will be discussed further,
not all the measures had been well substantiated by a com-
prehensive analysis of the impact, because the lack of the
experience in building new public administration, weak
theoretical knowledge of the basics of democratic gover-
nance, economic and fiscal pressures produced a mix of
circumstances, in which experimenting was an alternative

option to inaction.

The Program addresses civil service reform as an essential
element of transformation of the state to a democratic
rule of law. The objective of the civil service reform is to
establish politically neutral, professional, accountable and
regulated by the law administration, whose decisions can
be reviewed and challenged through certain stated pro-
cedures. The basic principles for civil service included:

*  principle of trust—the state entrusts civil servants
with the rights to exercise public authority with a
framework of law and with a reasonable discretion;

*  general applicabilicy—a civil servant should be able
to perform his/her duties within a wider context of
public administration and can be transferred of
seconded to another post in the administration;

*  principle of career—the state ensures an opportunity
for a civil servant to develop a career through a pro-
gression within the civil service ranks, linked to the
professional growth and continuous learning; the
state undertakes an obligation not to dismiss a civil
servants unless he has committed an offence as stated
in the law;

*  principle of state care and social protection of civil

servants—the state provides certain social guarantees

to the civil servant in return for his loyalty and dedi-
cation to the state interests;

*  Principle of ethics—avoidance of the conflict of
interest to ensure that civil servants performs his duties
in the interests of the state and the society and his
performance is not interferes by any personal interest
and wish to attain private gains through compromis-
ing his/her position.

To ensure the establishment of legal framework for the
civil service, a set of laws was to be passed and implemented:
The Civil Service Law, Law on Disciplinary Procedures,
Law on Administrative Procedures, Law on Conflict of Interest,
The Law on Access and Protection of Information together
with the Cabinet regulations on civil service. For the im-
plementation of the Civil Service Law, coordination and
development of career based civil service system the Go-
vernment established a central coordinating institution—
Civil Service Administration. The change from the old
soviet type administration working under strict control
of the Communist party to the professional civil service
required new types of knowledge, skills and attitudes. To
enable the public servants acquire such skills, a government-
funded training institution for in-service training—
Latvian School of Public Administration was established
simultaneously with the Civil Service Administration, in
December 1993.

The School has developed into a sustainable and develop-
ing training institution, which follows the reform, needs
and develops and delivers training programs to civil servants
within broad range of reform agenda. Till present, the
School resisted suggestions to change a status from public
institution financed by the Government to a more relaxed
agency status for the reason of serving primarily as a reform
tool for the public administration which should facilitate
the growth of professionalism in public administration
without focus on entrepreneurial activities aimed at

earning revenues through delivery of training for a fee.

The Program made a very general provision for manage-
ment of public administration reform by stating that the
Cabinet of Ministers ensures the implementation of public
administration reform with all the available means and
tools. Later in the paper we will see how such an uncertain
provision influenced the pace of the reform and attitudes
of politicians, administration and the society towards
reform initiatives.
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Early Transformation
of Public Administration

After the 1993 elections of the 5* Saeima,? the Cabinet
of Ministers established a Ministry of State Reforms (with
a limited two-year mandate) to develop policy on public
administration and civil service reform and to coordinate
its implementation. Other sectors of economy and social
sphere were entrusted to twelve ministries: Ministry of
Finance, Ministry of Justice, Ministry of Foreign Affairs,
Ministry of Economy, Ministry of Agriculture, Ministry
of Transport and Communications, Ministry of Welfare,
Ministry of Education and Science, Ministry of Culture,
Ministry of Interior, Ministry of Defense and Ministry of
Environmental Protection and Regional Development.

The State Chancellery acts as a central administrative
institution and ensures necessary professional support for
work of the Cabinet of Ministers and the Prime Minister.
One of the critical roles that the State Chancellery plays
is to ensure the quality of the normative acts submitted
for adoption by the Cabinet. The policy advice function
at the State Chancellery has been underdeveloped till the
beginning of 2000.

In order to ensure the most comprehensive review of the
legal drafts and National Programs before adopting by
the Cabinet Members, the Cabinet of Ministers established
a Committee, which is a discussion forum for Members
of Cabinet and civil servants from all ministries and central
institutions. This forum assists government in coordination
of various sector policies and prepares the ministers for
voting on policy decisions of the Cabinet of Ministers.
For a government lead by a coalition, this is an important
instrument to express political and professional concerns
and influence the contents of the final draft submitted to
the Cabinet meeting for approval.

The structure of ministries reflects the functional approach
to the setting up of administrative system. The ministries
in Latvia are comparatively small to those in countries of
the continental Europe (France, Germany) and are com-
parable in size to the Scandinavian ministries. This reflects
the trend of de-concentrating and decentralizing the
functions of the state to avoid the concentration of power
at the center and to establish public administration bodies
under supervision and subordination to the ministry for
carrying out specific functions which fall within the remit
of the ministerial mandate. These functions are related to
implementation of policies and to exercising control and

monitoring over the implementation of law.

The legal status of the supervised and subordinated bodies
is different. The basic principle employed in establishing
the status of the public administration institution refers
to the desired degree of political influence on performance
of a certain function of public administration. If the
function requires a direct access to the political decision-
making and is closely involved with policy implementa-
tion, coordination of activities of public bodies with in
the institutional system of a ministry, the institution is
placed under the direct subordination of the ministry. This
means that the minister or other authorized top civil
servant (State Secretary of Director of Department) has a
legal right to give direct orders regarding the operation of
the subordinated institution as well as has a right to review
any administrative decision and revoke or suspend it
through exercising a superior hierarchical authority.

On the contrary, the institutions that should operate under
the provisions of the law and perform functions that should
be protected from any political influence (interference)
of the minister are placed under supervision of the ministry.
Such supervised institutions perform regulatory and
control functions under the provisions of the law. The
ministerial authority is limited to (1) proposing the director
(head) for nomination by the Cabinet of Ministers, (2)
proposing the budget for approval of the Cabinet within
a framework of the government budget, (3) exercising a
legal oversight over operation of the institution with the
right to suspend or revoke the decision contradictory to
the law. All Latvian inspectorates® are placed under the
supervised status, which ensures their autonomy and
responsibility for carrying the functions stipulated, by the
law.

Establishment of Civil Service. Training

Civil service system was introduced in Latvia in 1994,
upon adoption by the Parliament the Law on State Civil
Service (21.04.1994). The law provided for establishment
of a career civil service in central administration and after
the transitional period in the local governments.? The law
emphasized separation between the political and admi-
nistrative roles in public administration. The selection of
civil servants was based on a principle of open competition
and meritocracy. The selection criteria accentuated the
professional qualifications, education, loyalty to the legally
established government and absence of a record of service
within intelligence organizations of other countries and
banned organizations in Latvia after proclaiming of

independence.
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To perform a transition from the existing in1994
administration to the new system defined by the Civil
Service Law, all persons employed in administration had
to pass a qualifying test and undergo the check of com-
pliance with the obligatory requirements stated for civil
service candidates. During 1994—1996 all the employees
serving in ministries and subordinated and supervised
public bodies underwent the documentation and qualifi-
cation tests. Those who passed those tests were nominated
to a civil servant position as a candidate to the civil service
status.

16 establish a unified civil service, a common general system
of civil service positions was established by the Cabinet
regulations with a remuneration system linked to the
position. However, the civil service grades and ranks have
not been introduced, thus preventing from development
of careers based on rank progression. Instead, the carriers
developed in relation to the positions. Carrier development
was a matter for individual or organization concern, with
much lesser role for the Civil Service Administration,
which failed to ensure rotation and secondments system
facilitating the allocation of civil servants with the proper
skills across the civil service in the interest of the state.

The rationale for the civil servant candidate status was
connected with the fact that it was not possible for the
people in civil service positions to meet all the high profes-
sional standards that should determine a civil servant.
Therefore, training was considered a priority measure to
allow the civil service candidates to develop their manage-
ment, policy development, legal drafting, administrative
procedure and other relevant skills. Training also was

meant to serve as a tool of changing attitudes of employees.

A comprehensive compulsory training program was deve-
loped by the School of Public Administration and deli-
vered during the 1994-1998 to all civil service candi-
dates. The basic training curriculum included tailor made
courses aimed at development of practical skills and im-
parting the most essential knowledge in modern theory
of management, office and documentation management,
basics of market economy, administrative law, psychology
and ethics, budget management, communication and IT
skills, rules on public procurement, etc. The School also
provides language training for those who work with the
EU institutions and documentation.

The approach to training of top civil service managers
(State Secretaries and Heads of civil service institutions)
and the rest civil servants was different. The 240 top civil

servants were trained separately from the rest of the civil
service through specially designed courses and delivered
by the external experts on public administration. The
major introductory training coincided with the PHARE
Public Administration Reform Program (1994-1996),
which devoted special attention to assisting in training
capacity building. To train the medium and lower level of
civil servant candidates (~12000 candidates), the School
implemented the train-the-trainer program and trained
Latvian teaching staff, developed a uniform set of training
materials and organized training in the compulsory
curriculum within 23 regional training centers.

Training served as a common basis for all civil servants,
which helped to forger common views, skills and attitudes
within civil service. With years, the training curriculum
of the School expanded to include emerging priorities of
public administration reform. This was possible due to
the fact that the School worked for the needs of raising
the professional qualifications of civil servants. The new
courses included wide range of areas: project management,
strategic management, foreign languages, personnel ma-
nagement, internal control, European Institutions and poli-
cies, management of the EU policies, presentation skills,
psychology, conflict resolution, public procurement, etc.

The priorities in training program include such topics as
EU institutions and policies; administrative procedures
(this course is aimed at improving knowledge and under-
standing of the basic principles and procedures of civil
servant work), ethics, strategic planning, project manage-

ment, client oriented service, personnel appraisal, etc.

Presently implemented training program for inspectorates
supports a program of institutional development of ins-
pectorates aimed at improving the regulatory environment
in Latvia, reducing administrative barriers to investors and
improving client orientation of the public administration.
The program contains a set of courses that support deve-
lopment of strategic thinking and client orientation of
inspectorates, attempts to develop client orientation cul-
ture, facilitates establishment of better communication
links between the inspectorates, trains in developing clear
and transparent procedures and internal control systems,
and focuses on development of interpersonal skills of
inspectors while dealing with difficult clients.

Training is an essential instrument of building administ-
rative capacities. However, one should not rely on training
only, because in isolation from the policy and legal
framework as well as accountability and monitoring
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mechanisms the skills may not be demanded by the Heads
of institutions and the civil servants will fall back on their
traditional behaviors thus leaving the things unchanged.
Therefore, there should be sustained pressure from the
central coordinating institution to implement reforms as
well as the system of incentives linking the reform efforts
with the benefits for the institution and individual.

Commercialization of the Public Sector.
State Non-Profit Companies

Even in the market society, the state remains responsible
for delivery of public services related to education, health-
care, culture, public transportation, etc. These functions
are delivered by public bodies placed under the supervision
of respective ministries or by bodies established by local
municipalities. Other publicly established and states
financed institutions deliver professional services either
to the public or to the state and enables the public admi-
nistration to perform their objectives. In Latvia such insti-
tutions are under the management of the ministry, which
exercises policy guidance, manages these institutions
according to the Cabinet regulations, oversees allocation
and usage of the state budget resources and ensures that
these bodies implement public policies properly and attain
established goals. Examples of such bodies are State infor-
mation network agency, State health insurance agency,
State assets agency, Highway agency, etc.

During 1996-1997, under the influence of the market
trends in Latvia, severe fiscal constraints within the state
budget, as well as inspired by the process of commercia-
lization of public services in OECD countries,” Latvia
started to establish public bodies with a commercial type
of organization—non profit state stockholding companies.
The Ministry assumed the role of the shareholder on behalf
of the state and organized the management of such state
companies through the nominated proxies, who represented
the interests of the owner. The management elements for
such public bodies of a commercial type have been quite
heavy: the State proxies (the highest management authority),
reporting to the Ministry (sometimes the Minister exercised
a role of a proxy), Management Councils with an inter-
mediate management authority and Management Board
headed by the Director, which exercised operative manage-
ment of the company while not going beyond the frame-
work set up by the two higher authorities.

Such state companies were either financed from the state
budget or allowed to earn their own revenues through

the fees for services or tax levies. In case, the financial
management and accountability was the exact replica of
those in business enterprises. State non-profit shareholding
companies used accrual accounting allowing accounting
for the value of assets, while the sworn auditors reviewed
the annual reports. Such companies also were registered
in the State Registrar as any other commercial body, ope-
rating on the territory of the Republic of Latvia.

The personnel issues of such state companies were not
bound by the civil service rules and the remuneration was
set according to the private sector benchmarks. Often reve-
nues of such companies have been quite impressive and
allowed for a much faster investment growth and develop-
ment than otherwise it would have been possible to do from
the state budget appropriations. The central Treasury Control
over the financial management of such public commercial
bodies has been significantly weakened. In fact, many such
‘agencies” have been outside of the state budget and it resulted
in a situation when more than a half of the public expendi-
ture was taken outside of the Parliamentary allocating and
controlling authority. Proliferation of the extra-budgetary
funds (special budgets made with the earmarked revenues)
used to finance the operations of state non-profit companies
significantly reduced the state control over fiscal macro-
economic situation and facilitated disproportion’s in

financing levels within public sector.

The evaluation of the impact of the commercialization
started with the involvement of the World Bank experts
during 1999. As a result the recommendations for clari-
fying the status of the state non-profit companies were
formulated and further incorporated into a draft law on
Public Agencies. Chapter two of this paper deals with the
problems identified in the new semi-commercial state
structures and recommendations for improving of transpa-
rency, accountability and management systems of autono-

mous agencies.

Administrative Territorial Reform

The administrative territorial reform started in early 1990.
Instead of the old Soviet type municipalities that acted as
a part of a unitary state hierarchically linked to the center,
locally elected self-governments were established with their
own administration taking full care of the local matters.
The Law on Local Self-Governments stipulated the divi-
sion of responsibilities between the state and self-govern-
ments regarding implementation of the state functions.
Local self-governments assumed a managerial respons-
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ibility for implementation of such functions as general
secondary education, primary health care and social care,
etc. The law provides for the state funding of these public
functions. At the same time, local self-governments as-
sumed full responsibility for organization and management
of local matters: local infrastructure, housing, utilities,

local transportation, pre-school care, etc.

While the law grants certain authority to local governments
in performing public functions, it should be realized that
managerial, personnel and financial capacity limit the ability
for implementation of these decentralized functions. For a
country with a total population of slightly below 2.5 million
inhabitants, the number of first level municipalities around
500 is too big. This means that the small municipalities
are not able to propetly organize all the necessary services
and ensure the necessary standard of service due to the
inadequate budget size, and limited property tax level.

This in turn leads to undesirable economic and social
consequences. The young people strive to leave the remote
municipalities in search for a better education and chal-
lenging employment in the capital city and other big cities,
leaving behind the elderly and the ones who are trying to
put up with the possibilities to earn by farming or employ-
ment in the local public service sector. Lack of investments,
due to the shortage of capital, conserve the unfavorable
economic and social conditions and retard the development
of the private sector in the underdeveloped infrastructure.
With years social and economic disparities among muni-

cipalities become sharper.

In 1998 the Parliament passed a Law on Administrative
Territorial Reform (ATR), providing for amalgamations
of small municipalities into bigger and economically
sustainable local governments. The Law provides for
voluntary amalgamations till end December 2003, after
which the process of merging municipalities will be the
centralized and accomplished by the central government.
As a first step to ATR, the law provides for investigation
of all Latvian territory and collecting the data on economic,
social, ethnical, cultural, geo-physical preconditions and
incentives for amalgamations and planning of new ad-
ministrative territories. By the end of the year 2000 all
Latvian municipalities have been investigated and Minister
for Public Administration Reform submitted to the Cabinet
a project of future administrative territorial division of
Latvia into 102 self administering territories—novads—
future first level municipalities. The criteria for setting
such municipalities are:

*  minimum number of inhabitants—5,000;

* the territory has a development center with the
population between 2,000-25,000 inhabitants;

*  the administrative center is approachable by the exist-
ing transport network;

e the center is within 30-km reach form the boundaries
of the municipality.

Latvian government set up an amalgamation support fund
within the state budget,® which could help new municipa-
lities to establish the new structures. However in 2000
and 2001 only a small share of this fund was used, because
the amalgamation process is slow. Apart from purely
objective difficulties of amalgamation, internal open and
latent resistance from the local politicians serves as an
important impeding factor for the administrative territorial
reform. Lack of clear and persuasive information to the
local citizens leaves them indifferent and skeptical to the
Administrative Territorial reform.

Therefore, the efficiency, access and quality of the public
services remain a serious problem for the citizens. It is
not feasible to introduce civil service either in local munici-
palities, which are, still non-reformed and oppose to most
of the changes initiated from the center. Without a proper
information, incentive system and facilitation from the
center, ATR will likely to remain a problem for the years
to come. At the same time, conservation of the small
municipalities presents an efficiency problem and a barrier
to the influx of investments and EU money for economic

and social cohesion.

From the structural point of view, decentralization of the
central government is not possible if at the receiving end
we have administratively, economically and financially
weak municipalities. Such decentralization can reduce the
economic efficiency of delivery of public services and cause
decline in the quality of delivery. Today’s sharp contrast
in a standard of life in the Capital City and remote muni-
cipalities is striking. It is reflected in accessibility to public
services, employment, level of income, demographic situ-
ation, business activities, transport and mobility.

Economic and social development of Latvia depends on
the success of the Administrative Territorial Reform. The
Economic Development Report prepared by the Ministry
of Economy of Latvia [2] states that for the reduction of
social and economic disproportion’s, (among other things)
should be achieved through ‘encouraging a balanced regional
development and employment by promoting SME, improving
infrastructure, strengthening of municipalities both financially
and legally... (p. 130).
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EVALUATION OF IMPLEMENTATION
OF THE FIRST REFORMS (1997-1998)

Fragmentation versus Centralization

Establishment and strengthening of the line ministries,
permanency of the State Secretary of a ministry granted
by the Civil Service law, respect for hierarchy, frequent
changes of the coalition governments,” weak role of the
Prime Minister® granted by the Constitution, weak coor-
dinating center at the State Chancellery and the lack of
the strong central body coordinating public administration
reform—all these factors have contributed to development
of strong and influential line ministries, which present a
problem for horizontal coordination in public administ-
ration.

Authority to prepare sector policies, to form sector insti-
tutional system performing public functions, to prepare
and distribute state budget for the ministerial system,
decentralized authority to hire and fire civil servants makes
ministries quite powerful. The political factor also acts as
a reinforcement for the fragmentation, since each of the
political parties represented in the government claims the
political responsibility for a particular sector of public life:
economy, welfare, education, environment, transport, etc.
This means that apart from the collegial Cabinet decision-
making on policy and legal issues, #he party represented
by the minister has influence on the ministry.

The coordination system, established to ensure the co-
herence of policies and legal drafts, have been designed as
a special procedure on preparation the documents for
adoption by the Cabinet of Ministers (Cabinet Regulation
#160). This Regulation provides for coordination among
the ministries of any policy or legal issue to be submitted
to the Cabinet. Although this coordination instrument is
perceived quite efficient in balancing ministerial proposals
and improving of the quality of the documents that reach
the Cabinet level, the problem with the shared interest of
the government is still open, since reviewing the contents
of a particular draft from sector perspectives does not
ensure the observance of government priorities and
identification of conflicts with the already adopted policies.
Till recently, the State Chancellery performed only legal
quality checks of the submitted documents without
analysis of policy implications.

Since September 2000, Latvian government establishes a
central strategic planning and policy coordination capacity

in the State Chancellery—Department of Policy Co-ordi-
nation. This unit has three main functions: (1) preparation
of medium- to long-term Government plan concerning
the future policy and legislative agenda; (2) coordination
of ministries in their preparation of draft policies in accord
with the medium term policy framework and to ensuring
the coherence of the new policies with the already adopted
ones; and (3) undertaking the development of policies
on the emerging issues, which do not fall under the res-
ponsibility of any ministry.

OECD research on policy coordination also pays attention
to the capacity to evaluate the policies during their im-
plementation and formulate the necessary amendments,
as well as to carrying out a comprehensive impact analysis.
There is awareness in Latvian administration that impact
analysis of economic, social, financial, political and legal
consequences is a real need. Therefore, the Regulation of
the Cabinet procedure #160 was amended formulating
the requirement for a comprehensive impact analysis to
be done and submitted to the Cabinet together with the
policy draft or legal draft. The State Chancellery is res-
ponsible for reviewing the Annotations to the submissions
and checking whether the submitting institution did a
quality impact analysis. However, the legal need for
evaluation during the implementation of policies is not a
legal requirement, which diminishes the role of mid-

evaluation.

Implementation of policies and legal acts is linked to the
operation of public institutions and consequently to their
budgets. The allocation of budget resources in Latvia is a
combination of a top down and bottom up approaches.
Initially, early in the budget cycle, the Ministry of Finance
performs macroeconomic forecasting for the coming year
and submits to the Cabinet for approval the ceilings for
each spending ministry or central body. During this process,
the government makes an attempt to link the emerging
policy priorities (like integration to the EU, accession to
NATO, etc.) to the spending limits. However, this process
is quite strenuous and politically highly charged, therefore
the result of the process is more or less incremental budget
within the same broad targets as for the previous year.
The competition for state funds among the ministries is
based on rational, emotional and political arguments and
never ends in a complete satisfaction by all.

The link between the government agenda, ministries’
agenda and the budget is not quite obvious. Often, decla-
rations of government priorities do not reflect the budget
allocation, but the need to keep the budget deficit under
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a stringent control results in under-financing of important
areas. The World Bank in its review (1996) of public admi-
nistration in Latvia insisted, that government allocates
and reallocate capacity should be tied with the government
priorities. One of the suggestions how to cope with the
multiple priorities and reduce their number to realistically
implementable was to review what and how the government
institutions do. As a result of such reviews activities that
do not contribute to the mission and main objectives of a
ministry should be reduced, dropped or shifted to the
private sector. Another reserve for savings could be better
allocation of functions and responsibilities across the
government, carefully avoiding unnecessary duplications
and overlapping responsibilities. Latvian administration
has carried out a limited number of such reviews.” The
ministry of Agriculture as a result of this review introduced
structural changes and allocated staff and finances to the
new priority areas without increasing the total budget lid.

Unified or Decentralized Civil Service

Latvian civil service was designed as a unified civil service
with the central management and coordination. The law
on Civil Service of 1994 has been implemented with the
exception of some provisions during 1994-1996. Impor-
tantly, that the basis for professional, merit-based, sepa-
rated from political influence and interference civil service
exists and not challenged. Civil servants establish and
develop their careers in public administration. According
to the SIGMA opinion [3], Latvia had number of prob-
lems in implementation of the Civil Service law:

*  thescope of the civil servants defined in the law (1994)
was too wide and did not match the existing financial
capacity;

* the labor regulation was used as a substitute for the
civil service by many institutions to avoid financial
constraints under which civil service was operating;

* the inadequate pay structure which resulted in intro-
duction of non-transparent pay arrangements with
management contracts;

* the lack of motivation and perspectives for career
development among the candidate civil servants; and

*  The weak role-played by Civil Service Administration
(CSA) in managing civil service.

The recommendations provided by the SIGMA experts
suggested restricting the applicability of the law to the
core public administration; developing a scale of ranks
for job positions; establishing new pay structure based on
legally defined pay concepts ensuring transparency and

predictability to the system. Additional general recommen-
dation was to establish strong political back up for the CSA,
so that it can fulfil its function as a horizontal instrument
for managing the civil service and ascertain a uniform legal
treatment of every civil servant across the system. The
link between CSA and the School was perceived important
in designing and implementing training pro-grams for
putting forward credible and sustainable reform policies.

Based on SIGMA recommendations, the Cabinet of Minis-
ters set up a working group that drafted a new Civil Service
Law. It defined the scope of civil service in relation to the
core functions of public administration, providing more
coherent arrangements for mobility of civil servants, setting
the norm for performance evaluation of civil servants as a
precondition for the career development. The law was
adopted by the Parliament in 2000 and entered into force
on 1 January 2001.

During the last stages of the preparation of the law the issue
of senior civil service has become quite acute. First, in his
report to the Prime Minister Sir Robin'® Mountfield identi-
fied the need for strong central coordination through the
State Secretaries. The State Secretaries'" have responsibility
for their performance to the minister and a collective res-
ponsibility to the Cabinet of Ministers as a whole for their
progress on implementation of the Government program.
Sir Robin suggests that the Chancellery needs to be the
center of strong co-ordination through the State Secre-

taries.

Establishment of senior civil service puts a new strong
responsibility on the Chancellery: to co-ordinate public
administration and to develop corporate or collective cul-
ture among the State Secretaries and other top officials
that goes beyond their loyalty to their own Ministry. State
Chancellery needs to develop a collective emphasis on
medium-term policy planning and collective lead on Public
Administration Reform matters.

It is believed that establishment of coordination mechanisms
among the State Secretaries will help to overcome the frag-
mentation and excessive decentralization trends in Latvian
public administration and improve government capacity
to develop and implement sustainable, well coordinated
and coherent policies. The culture that should develop in
time through implementing of the new coordination
mechanisms will help to ensure that the ministries are
driven by the common purpose of the state rather than by
their narrow sector priorities. This will result in strength-
ening the efficiency and effectiveness of public administ-
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ration, better budget preparation and better position of
Latvia vis a vis the European Union.

As for the civil service management, there s still need for
the central coordinating institution like the Civil Service
Administration, which should be responsible for the
developing of procedures and regulations, exercising the
monitoring of the implementation of the law in public
administration, serving as an institution for disciplinary
reviews and appeals, maintaining the statistics and facili-
tating the mobility of civil servants. Civil Service Admi-
nistration also should serve as a center of expertise and
advice on personnel management issues and a champion

of the best practice in civil service management issues.

To answer the question of whether to have a centralized
or decentralized civil service the answer is that there should
be a good balance between the two. The issues to be cent-
ralized are: setting the procedures, establishing regulations,
coordinating the work through strategic plans, managing
the reform process, monitoring of compliance with the
law and established procedures, facilitating of the mobility
of civil servants, designing and delivering training programs.
The responsibility for the public institutions will be
associated with the selecting and recruiting, developing
of civil servants, planning careers and keeping the carrier
tracks, evaluating performance, applying disciplinary
procedures, designing job descriptions, promoting ethical

behavior and administering rewards and sanctions.

Transparency, Accountability
and Steering of Public Bodies

Transparency of public administration has a legal basis in
the Law on Access and Openness of Information. The
information that is not classified as restricted or confiden-
tial is accessible by public and private entities. However,
the desired state of transparency will be achieved when
institutions design and implement public information
programs. The evidence of increasing transparency is the
growing use of Internet sites to inform on the institutional
missions, basic functions and strategies. All ministries have
their web home pages with the links to the subordinated
institutions. Institutions serving public (in health, social
sphere, and transport) also provide interactive opportu-
nities for the public. The Cabinet plans to adopta Regula-
tion on the structure and access to the ministerial web sites.

o improve accountability of public institutions, in 1998
Cabinet of Ministers adopted an Instruction requiring

all public institutions to prepare their Public Annual Re-
ports on the performance during the year. The instruc-
tion lays out the basic items of the contents and set out
the dissemination procedure. Latvian administration
bodies have been preparing their Annual reports since
1999. Similar practice was implemented earlier for the
state non-profit companies, which produced verified by
the certified auditor’s Annual reports on performance and
financial management results. The improvements are
planned in the quality of Annual reports through linking
the performance results to the budget allocations, report-
ing on the cost-efficiency of performance, reporting on
performance within the government priority objectives,
reporting on the outputs and outcomes rather than report-
ing on the process and functions.

Transparency and accountability of public service bodies
increase significantly if institutions develop special infor-
mation for customers. Road Traffic Safety Directorate pro-
vides the best example in Latvian public sector on how
client oriented service is established and customers can
assess the performance and influence it through using the
client rights provided by the Clients” Charter. The
Standards of service are set up for all services provided by
the Directorate. If any of the standards is not observed
(especially the standards on service time), the customer
may be relieved from paying for the service.

The assessment of reporting arrangements in public bodies
was performed during the World Bank survey of the state
non-profit companies in November 1999. The Survey
revealed that not all state companies had adequate financial
reporting documentation. Moreover, often Ministry was
not controlling the financial statements and monitoring
performance of the agency. This meant that while estab-
lishing public companies at the arm length from the center,
and creating a cumbersome management system with
Proxies, Councils and Management Boards, the Ministry
itself was isolated from the managing the agency and
supervising performance. A break in the accountability
system was quite dangerous if senior public officials
delegated the management and control responsibilities
too far and reduced their own involvement in management
of public bodies. This means that the implementation of
public policies, use of public finance, observance of the
law was effectively taken away from the administrative and
political control of the government.

Such conclusions called for re-thinking of the status of
semi-autonomous public agencies and applicability of the
private sector company model for such bodies. It was
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concluded that there is a different philosophy behind the
management, accountability and control of public bodies
and that of private companies. Therefore, Public Agencies
Law was passed in March 2001 to provide a proper legal
basis for establishment, management, operation, account-
ability and control of public agencies. The basic concept
of Public Agency allows for separation of the roles of the
ministry and agency. The ministry approves the operational
framework of and agency, which includes operational stra-
tegy, business plans and budgets (as well as levels of charges
for public services, if agency is allowed to collect fees for
its services). Preparation of such a framework is a common
responsibility of an agency and the ministry, which results
in signing of a performance agreement between the minister
and the executive director. The performance agreement
specifies the expected outcomes and outputs, resources to
be used, incentives and sanction related to performance
and targets against which the performance will be evaluated.

The agency is given the necessary managerial flexibility
in organizing its operations and is bound only by the law
and the targets set out in the performance agreement.
Steering and rowing is separated for the purpose of achieving
greater economic efficiency and quality of service delivery.
The law provides also for eliminating of a multiplier ma-
nagement structure, which proved to be inefficient. Instead
the head of the agency is directly responsible to the minister,
who in turn appoints a liaison person in a ministry. The
liaison person as part of his/her regular duties should
monitor the implementation of the business plan, state
of financial management and should timely inform the
minister if his involvement is required. At the end of the
fiscal year the liaison persons analyze the Annual report
and advise the minister on the evaluation of implemen-
tation of the annual performance agreement.

According to the transitional provisions of the Public
Agency Law, the structural reorganization will concern
some 170-state non-profit stockholding companies within
the period lasting till the beginning of 2003. The functions
of these bodies will be analyzed and one of the following
decision taken and implemented:

*  creating a public agency;

*  privatizing the whole ‘business’;

*  returning the function to the core public administration;
* transforming into a trading company (for profit).

The implementation of Public Agencies Law will ensure
better transparency and accountability in the administra-
tion. The role of Ministry Visa Visthe agency will be made
quite clear and a link between the political accountability
and service delivery will be established. Currently, the im-

plementing regulations are in the process of adoption by
government, concerning the criteria for establishing the
agencies, the process of transformation of non-profit stock
companies to the agency status, the template for the perfor-
mance agreement, the regulation on annual reports of the
public agencies, the pay system in agencies and the method-
ology for setting the user charges for the public services.

New Public Administration
Reform Program

The first Program of Public Administration Reform of
1995 concentrated on structures, functions, principles and
civil service. For a considerable period of time the public
administration reform agenda did not go beyond the
formal building blocks of administration: institutions,
personnel, procedures and reform management. The
difficulties to implement such a narrow reform agenda
answering the question of how to establish administration
without paying attention to whatis the substance of work
of administration have been evident in the long run. It is
not enough to create abstract schemes and to subject the
administration to perfect models. It is essential to achieve
a fit between the real administrative structures and per-
sonnel policies to the tasks of administration, namely, policy
development, policy implementation, improving perfor-
mance and quality of public service delivery, improving
the efficiency of the public sector, introducing the innova-
tions in public service and establishing ethical and ac-

countable environment.

The World Bank influenced the administrative reform
policy agenda by agreeing with the Government on
measures to be implemented under the Programmatic
Structural Adjustment Loan (PSAL). Apart from traditional
reform measures, like improving structures and strength-
ening civil service, the World Bank supports such reforms
as ensuring transparency and access to information, streng-
thening the judiciary, prevention of corruption, improving
management of public service, establishing medium term
public expenditure framework, improving of state regula-
tory functions, improving the business environment and

reducing the administrative barriers to investments.

The Program of agreed measures with the World Bank
creates a new aspect of the reforms of public sector, which
goes beyond the traditional package of public administ-
ration. As a result of the measures in the agreed program,
Latvian administration is expected to streamline the struc-
tures of public administration by clarifying the mission
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and strategic objectives of ministries, to improve the frame-
work for the budget management and link the government
allocate capacity to the strategic planning. The program
also aims at improving the performance of regulatory bodies
by clarifying their missions, improving strategic planning
capacity, ensuring the stability and clearness of the ins-
pecting procedures, ensuring effective appeal mechanisms,
enhancing the client orientation of the regulatory bodies
and providing the information on the performance.

In August 2000, a World Bank consultant Mr. Denis

Ives'? conducted an analysis of public administration reform

in Latvia and suggested the following framework for a

balanced approach to public sector reform, including:

1. Overall strategy, objectives and expectations;

2. Institutional and structural reform (including devolu-
tion and decentralization);

3. Financial management an Budget management re-
form;

4. People management reform (including employment
rules, staff quality and capacity building, particularly
for senior executives);

5. Performance management (including result-based
management);

6. IT initiatives and improvement programs;

7. Service delivery improvements initiatives;

8. Accountability, ethics and anti-corruption.

To add to this list, the reform agenda should not overlook
the issue of reform management and evaluation. This
means that effective implementation of the reforms depends
on the created steering and co-ordinating capacity. This
conclusion matches the recommendations by Sir Robin
Mountfield, who emphasized in his report the strategic role
of the center of government for policy co-ordination, top
civil service management, link between the government
priorities and public budget management.

The influence of the European Commission on the course

of public administration reforms reflects:

*  theassumptions of the Commission about the charac-
teristics of reliable and predictable public administ-
ration;

* the concern for the transparency and credibility of
financial management and financial control proce-
dures, explained by the requirements to ensure trans-
parent and effective use of the Phare and pre-structural
assistance;

*  the structure of the European Commission, which
determines sometimes uncoordinated demands made
on various aspects of public administration;

* the EU legislation.

Latvian task is to prepare a comprehensive reform pro-
gram, which takes account of the existing problems, par-
tially recognized and illuminated by the World Bank, and
demands exerted by the EU. After the first Program of
reforms in 1995, in 1998 the Cabinet passed the second
framework document—Strategy 2000. This document
provided for reforms in policy co-ordination, budget ma-
nagement, civil service development and training, imple-
mentation of administrative territorial reform and improv-
ing accountability and appeal mechanisms. Unfortunately,
lack of political interest to public administration reforms,
inadequate allocation of financial resources to implemen-
tation of reforms significantly delayed and weakened the
implementation. As a result, the Strategy 2000 was only
partially implemented.

With the date of accession approaching, the EU attention
to the administrative capacity is growing, which requires
especially co-ordinated and result-based implementation
of reforms. 1o ensure effective implementation of reforms
the Government requires establishing the framework for
medium term reform agenda. During the first part of 2001
a cross-ministerial working group, established by a Decree
of the Prime Minister, had developed Strategy of Public
Administration Reform for the Years 2001-2006, which
was adopted by the Cabinet of Ministers on 10 July 2001.

The Strategy states five comprehensive goals:

*  improving policy development and policy coordination
process,

*  introducing medium terms expenditure management
linked to policy priority targets;

*  improving administrative process and enhancing the role
of society in public administration;

*  improving the quality of public services; and

*  strengthening civil service and human resource manage-

ment in public administration.

Some of the expected outcomes of the Strategy of public

administration reform will be:

*  improved government capacity to adopt strategic ob-
jectives, making framework for coherent and coordi-
nated public policies;

* improved implementation of government policies
through central strategic planning system and coordi-
nation;

*  implemented program budget planning and manage-
ment linked to the politically accepted outcomes and
specified performance targets;

*  improved accountability of public bodies for the deli-
very of planned performance targets;
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* improved administrative process and better respect
of the rule of law in daily work of public administ-
ration;

*  improved responsiveness and quality of public services;

*  better skilled, professional, ethical and accountable
personnel, who develop careers in civil service and

ensure good performance of public service.

Recent developments related to the Strategy include the
development of action plan for implementation of the
strategy with indication of timing, resources and respon-
sible institutions. The process of development of the action
plan is a coordinate by the Secretariat of Public Admi-
nistration Reform. The Cabinet of Ministers established
the Coordinating Council of Public Administration
Reform, which should coordinate implementation of the
Strategy. The coordinated action on implementation of
the Strategy has already started.

MODELS OF MANAGEMENT
OF PUBLIC SECTOR REFORMS

Ministry of State Reforms

In 1993 the first government established by the democ-
ratically elected Parliament in the independent Latvia set
up under a sunset law'" the Ministry of State Reforms.
The mandate of the ministry was to develop state policy
of the public administration reform, to prepare a Program
of reforms and draft the basic legislation regulating civil
service, institutions of public administration, and to co-
ordinate Civil Service Administration and Latvian School
of Public Administration (LSPA) in their policy imple-
menting functions. On 25 June 1995 the Ministry of
State Reforms was liquidated. The CSA and LSPA were
subordinated to the State Chancellery, which established
a department of state reform.

Left without the political leadership, the reforms quickly
came to a halt. This was a period when Latvia received a
shock of the bank crisis (1995), involving huge losses to
the public bodies and private persons. The crisis caused the
fall in GDP and economic performance, public administ-
ration reform was deemed as a luxury, which could be
postponed or sacrificed for a while. The budget of LSPA
was cut three times during the two years 1996-1997.
Ministries quickly learned that they should experiment in
reforms by themselves since there was no central co-ordinat-

ing institution that cared about the state of play. Department

of State Reforms in State Chancellery did not have any
concrete agenda. This was the time when even European
Commission turned their back on Latvia and refused to
finance the planned Public Administration Reform project.

In retrospect, the majority of civil servants and politicians
agreed that it was a mistake to abolish the ministry, which
started reforms in a confident and effective way. After the
dissolution of the ministry, the momentum was lost and
commitment to continuation reforms considerably weak-
ened. During the period in 1996, when some core admi-
nistration services, Like State Revenue Service, left the
civil service and returned to the labor relations for the
employees. At the same time a belief in efficiency of the
private sector and fiscal constraints pushed for establishing
of the state non-profit companies outside the state budget
and with inadequate controls and accountability.

Changes in Reform Management
Model during 1995-2000

After dissolution of the Ministry of State Reform in 1995,
the model for central management of the reform changed
several times. Civil Service Administration and School of
Public Administration also changed their subordination
depending on which body was in charge of policy and co-
ordination of public administration reform. Below a short
review of the changes in PAR management structures are
described and assessed.

June 1995-November 1996. Immediately after the Ministry
was liquidated, the Department of State Reforms was
established at the State Chancellery. CSA and LSPA were
subordinated to the State Chancellery and continued to
operate within their mandate, though without having a
political support from any of the ministers. This model
seemed well from the point of view that central position
close to the Cabinet and the Prime Minister was ensured.
However, in reality the Prime Minister was too busy with
the business of running the state and could not devote
serious and adequate attention to the political leadership
of the public administration reform. One might just spe-
culate whether in a country with a stable political and
economic regime with the term of government office equal
to that of the Parliament such arrangement could be
feasible. Probably, yes provided, that the Department of
State Reform is professional and dedicated, the rest of
public administration recognizes the authority of such a
Department, and there is a respected leader who commu-
nicates the strategies and drives the reform forward.
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In practice the pre-conditions for successful implementa-
tion of reform have not been established. Gradually, the
reform initiatives have drowned under the pressures of the
economic and financial crisis following the collapse of one
of the biggest Latvian commercial banks. The reform leader-
ship could have been saved had the Head of the State
Chancellery been more committed to the reform process
and had more political backing. However, politicians were
not ready to support the reforms, since other more pressing
issues dominated and there was a belief that the reforms
are more or less completed with the establishment of civil
service and clarifying the roles and status of ministries.
Their belief also was reflected in budgetary cuts for civil
service training followed in 1996-1997.

November 1996-March 1997. The Cabinet recognized
the need for a minister politically responsible for public
sector reforms. The awareness was also pushed forward
by the need to nominate a political counterpart for nego-
tiations of conditions in the public sector reform under
the World Bank Structural Adjustment Loan. The choice
of the responsible minister was dictated by the two argu-
ments: not to create a new ministerial post and personal
qualities of the minister who could be unselfish enough
to undertake a leadership of the reform that by that time
became politically quite unpopular. State minister'* of
Labor at the Ministry of Welfare was nominated as res-
ponsible for the public sector reform. He was indeed a
strong personality who undertook his responsibility with
rigor. The Department of State Reform was transferred
to the Ministry of Welfare under responsibility of the State
minister of Labor. LSPA and CSA have been subordinated
to the State Minister of Labor. However, major reshuffle
of the Cabinet in February 1997 resulted in cutting the
State ministers posts all across the Government and the
positive changes initiated by the State Minister remained
half designed and not implemented.

May 1997-April 1998. Undertaken commitments with
the World Bank required continuity in reform manage-
ment. On April 1, 1997 Deputy Prime minister was placed
in charge of the reform. He needed administrative body
to design policies and co-ordinate implementation of
public administration reform. The Department of State
Reform in the Ministry of Welfare was liquidated but a
new body—Bureau of Public Administration Reform was
established on 1 July 1997. LSPA and CSA have been re-
subordinated to the Deputy Prime minister. The Head
of the Bureau had the status equal to that of the State
Secretary, which enabled the Bureau to be represented in
the same way as all other ministries in the government

co-ordination structures. The Bureau started its difficult
path of gaining competencies and recognition from admi-
nistration, which was tired of all the manipulations of the

government with the reform management.

A political status of Deputy Prime minister—in the center
of government and close to the Prime Minister was an
excellent pre-condition to get through the reform initia-
tives. Indeed, in spite of a lack of experience of the Bureau,
the reform was again activated and a number of important
political and legal documents have been prepared and
adopted by the Cabinet within only several months.
Political Council of Public Administration Reform was
established for co-ordination and raising political aware-
ness purposes. Regular monthly meetings of the Council
served as a launching pad for many new reform initiatives,
which were critically assessed by ministers and later sup-
ported by them in the Cabinet. During this period amend-
ments to the Civil Service law have been prepared. A go-
vernment reform strategy—Strategy 2000—was adopted.
A review of state functions across the government has been
carried out and recommendations for the govern-ment

on elimination of the overlaps presented.

However, the political environment changed with the
change of the Prime Minister in August 1997, and the
Deputy Prime Minister was no longer well accepted by
the Prime Minister. The climax of differences in views
between the parties represented by Prime Minister and
Deputy Prime Minister resulted in resignation of the
Deputy Prime Minister and his party left the Government
coalition. The Bureau of Public Administration Reform
was left without firm connection to the Cabinet and policy
process. Only two months later the Prime Minister
assumed a responsibility for PAR, however his commitment
was overshadowed by the approaching parliamentary
elections, therefore his support to the draft laws on Frame-
work of Public Administration and on Public Agencies
was rather cautious. General lack of political interest for
public administration reform was even deeper during the
pre-election rush.

November 1998-May 1999. Arrival of a new government
with centrist Prime Minister produced new hopes for acti-
vation of public administration reform. The Prime Minister
did not hurry to assume the leadership of the reform, but
tried to find a reasonable solution with nominating a
responsible minister. The opportunity was created in May
1999 by introducing four new members of Cabinet, one
of which was a Minister of Special Assignment on Public
Administration and Local Government Reform. However,
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after only 6 weeks the Cabinet fell. The fears were that
the new Cabinet might not retain the post of the Minister
in charge of the administrative reforms. Evidently, the
EU loud voices about weak administrative capacity and
the need to perform reforms of public administration before
the accession served as an argument in favor of the assigning
the responsibility for the public administration reform to
a Member of the Cabinet, Minister of Special Assignment
on Public Administration and Local Government Reform.

July 1999—January 2000. Since July 1999, the following
structure of the reform management was created. The
Minister had a Secretariat to ensure him political advice
and administrative support. Subordinated to the Minister
were Bureau of Public Administration Reform, Civil Service
Administration, Latvian School of Public Administration
and Local Government Administration. The Minister
started to develop strategies for central government and
local government reform. A number of important laws and
concept issues on public administration passed the Cabinet.
Again the reforms have been recognized as a priority.

This was the time when the demands for the reform results
started to appear not only from the international organiza-
tions, but also from the Government. The Government
started to feel internal problems that required action: nega-
tive impact of the non-profit organizations on consolidates
budget management; lack of transparency and account-
ability; fragmentation of the government causing dissipa-
tion of resources and additional expenditures; over-
burdened state budget and inefficient public sector. The
Prime Minister’ s support for the reform was in place,
however, the Minister and his institutions had to count
with and overcome the resistance from the line ministries
to the proposed changes. During this period the Minister
decided to rationalize the institutional structure under his
responsibility and a decision was passed to merge the Sec-
retariat with the Bureau of Public Administration starting
with 1 January 2000.

January 2000—present. The Reform Secretariat assumed a
place in the same category as ministries, becoming one of
central institutions, but still having the ‘/ine’ position. It
means that the reform agenda comes not from the center
of government, but from a line institution, which is weaker
than line ministries. The weakness is in the fact that the
object and subject of public administration reform is the
same and it is outside the direct control and management
of the Minister: it is the public administration itself. The
authority of Minister of Special Assignment on Public
Administration Reform is limited to proposing issues to

the Cabinet for approval and to implementing the Cabinet
decisions. Any proposal before adopting needs to be agreed
among all the ministries and central bodies, which
complicates and delays the process of reforms.

Another weakness of the system that existed till November
2001 was that there was no co-ordination body established
to discuss, debate and forge commitments to the reform.
Inadequate informing of ministries resulted in their avoid-
ance of implementing changes. Ministries are working
under an immense pressure created by the need to transpose
and implement EU legislation in their particular sectors.
This is a challenge, which requires considerable financial,
people and institutional resources. The co-ordinating
Council should help to bridge the positions of line
ministries and Reform Secretariat, thus facilitating broader
support for adoption and implementation of reforms.

According to the advice given by Sir Robin Mounfield,
the reform should be steered from the center of government;
therefore, Sir Robin’s model includes State Chancellery
into the managing scheme for public sector reforms. The
arguments are strong: the center exercises policy co-ordi-
nation, links policy priorities to the budget process and
ensures that the public administration structures and pro-
cedures conform to the tasks. However rational this advice
may seem, the ambition of the Reform Minister is to
strengthen his position by transforming the Reform Sec-
retariat into a Ministry, possibly adding the responsibilicy
for steering of the regional development reform. Whatever
the intentions are, the decision on the structural changes
yet is a privilege of a coalition government.

Optimal Reform Management Model

Lessons learned about the public administration reform

management:

* A political consensus about the importance of the
reform is key.

*  Dolitical leadership is essential to get the reform ini-
tiative through the Cabinet in order to ensure imple-
mentation.

*  Apart from strong political leadership (preferably as
close to the Prime Minister as possible) there needs
to be an administrative unit staffed with the professio-
nals, capable of developing policy, legal drafting,
communicating and consulting the administration.

* A co-ordinating forum at the high political and civil
service level is essential to raise awareness, recognize

the needs and build commitments.
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*  Public administration reform management placed in
a line position bears the risk of marginalizing its inf-
luence and reducing recognition of importance of
the reform initiated outside the Government center.

*  Reforms require a clear strategy, which is generally
agreed on and accepted by the Cabinet.

* All major reform initiatives need receive Cabinet
approval to be effective.

*  Reform cannot rely on adopting declarations, but also
needs developing and implementing procedures,
everyday monitoring and counseling. Evaluations of
reform achievements need to be organized on a regular,
annual or semi-annual basis.

*  Strong and targeted communication policy should
be implemented to rally the widest possible under-
standing and support for the reforms.

FUNCTIONAL REVIEWS

Functional reviews developed into a tool of evaluating the
functioning sectors of public administration and proposing
the rationalization of the functions and improving the effec-
tiveness of allocation of public resources to attaining strategic
objectives of the sector. Below is a description of the func-
tional reviews implemented since 1999 in Latvian admi-

nistration?

Objectives of Functional Reviews

Review of functions of public bodies (ministries and
institutions under ministerial subordination, supervision
and management) were designed to review how well the
structures match the missions, strategic objectives, and
functions assigned to various public bodies. The functional
review aims to look for possible overlap and duplications
of functions, lack of co-ordination among the public
bodies and for a possibility to hive off the functions that
could be better performed by the private sector.

Latvian administration has experience only of the vertical
functional review in Agriculture, Economy and Justice.
However other governments—Slovakia, Lithuania, Re-
public of Macedonia have undertaken also wider horizon-
tal reviews assessing the effectiveness and efficiency of the
allocation of competencies and responsibilities across the
public administration and rationality of structures estab-
lished to fulfil government functions.

The functional reviews start with the clarifying of the roles,

missions and objectives of the administrative bodies in a

wider context of the government work. Then analyzing the
legal documents and interviewing the heads of these structural
units review team collects information on the functions
performed by all structural units. Then information is being
analyzed against the framework of the missions and strategic
goals, using a methodology developed by the UK experts.
The recommendations based on the analysis are then pre-
sented to the management and possibilities for feasible chan-
ges are discussed. The finalized report to the ministry contains
the analysis of the functions performed and structures,
and presents final recommendations for restructuring.

If as a results of restructuring some functions are devolved
and units closed, the financial and human resources libe-
rated in this process are not taken away form the Ministry
but are reallocated to the structures whose role is growing
and is considered as government priority. Thus rationaliza-
tion helps to reallocate more efficiently the existing re-
sources and strengthen the administrative capacity of a
ministry. Positive results have been attained in the imple-
mentation of recommendations in the Ministry of Agricul-
ture. This ministry strengthened its policy development
functions, established internal audit functions, rationalized
the regional de-concentrated structures of agricultural
departments, and created from anew a Rural Development
Support Agency by shifting the staff positions from low
priority tasks to this new priority.

Management of Functional Reviews

In Latvian case, for the vertical functional review agree-
ment with the ministry in question was reached before
the functional review was planned and initiated. This
agreement was critical to ensure that the ministry is posi-
tive and is involved in the review at various stages: formu-
lation of the scope of review, developing the mission state-
ment, analysis of stakeholders and formulating strategic
objectives. Then real involvement was needed during
collection of information, discussion of the finding and
formulation the recommendations. It should be remem-
bered that the key success factor is the sense of ownership
by the ministry of the review and its results. Lack of the
ownership creates an undesired alienated position on the
part of the ministry, which tries to shift a responsibility
for action (inaction) as well as to put the blame for failures
on the external consultants. Therefore, high degree of
ministry’s participation is a pre-requisite for the successful
analysis and feasibility of the recommendations.

The functional reviews of ministries in Latvia were commis-
sioned and co-ordinated by Bureau of Public Administ-
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ration Reform. A team of external management consultants
and local management consultants were commissioned
to conduct the functional review. The Bureau ensured
that all stages of the planned review are performed accord-
ing to the terms of reference. The Bureau also undertook
a role of the trouble-shooter and facilitator when needed.

The ministry established a monitoring group, which was
closely involved in all stages of the review, especially at
those critical stages that required ministerial decision-
making on the mission, strategy, and evaluation of alterna-
tive options for restructuring. External consultants were
responsible for the design of methodology and leading of
the process of analysis. The local consultants did interviews
and performed analysis under the guidance from the ex-
ternal consultants. It proved to be highly important and
successful to include a sector specialist from other (EU
member or EU candidate) country into the functional
review team. Such expert in Agriculture or in Justice
helped ministry to define their role and place within the
administration more precisely and in accord to the EU
practice and tradition.

It may be a subjective view, but it is felt that the impartial
co-ordination of the functional review by an outside body
(The Bureau) has advantages to the ministerial manage-
ment of its functional review. The arguments for that are
the following. Ministry has or may have some acute
concerns that can overshadow the objective approach and
may be biased towards some decisions on restructuring
which are not well rooted in analysis of mission and func-
tions. Also the ministries benefit from the fact that uninte-
rested outsiders, who do not sacrifice their objectivity to
some inherent interests, perform the mapping of functions
and structures.

Lessons Learned

The horizontal functional reviews have their limitations
of effectiveness, especially if not sanctioned by the Cabinet
of Ministers. As proved in the case of Ministry of Justice,
simultaneous analysis of public expenditure management
in the ministry can also lead to more accurate picture of
the ministry and the of way it uses money for performing
functions and allocation of resources. Both reviews done
in parallel lay the foundation not only for structural chan-
ges and adjustments, but also towards strategic planning
and linking the planned outputs with the resources allo-
cated. It facilitates also result-based management approach,
which helps improve effectiveness and efficiency.

Another limitation is connected with the fact that every
ministry is linked in many ways to the rest of public ad-
ministration. Many functions one ministry is responsible
for are close to the functions done by the other ministry.
For the Ministry of Economy, such functions are in the
area of foreign trade, macroeconomic analysis, employ-
ment policy, public investment program and regional
development program. For the Ministry of Agriculture
many functions are linked to regional development policy,
economic development policy, food control functions.
Such interdependence and overlap of responsibilities re-
quire cross- ministerial review, which can be easily blocked
by a Minister, who wishes to retain his responsibility for
important public functions and expresses his explicit
disagreement with the intentions of experts to extend the
analysis beyond the ministerial boundaries.

The latter problem could be overcome with a clear authority
to perform horizontal functional analysis given by the
Cabinet or the Prime Minister. The fact that Latvia has a
coalition government accentuates the problem and
therefore careful considerations should be made before
attempting the review across the government, which may

possibly provoke a government crisis.

Coalition government is seen as a problem to initiating
and implementing of many decisions, which change the
scope of responsibility of a ministry. Therefore, again the
conclusions of Sir Robin come to mind that the reform is
nota luxury depending on coming and going governments.
To ensure sustainability for the course of the reforms,
political consensus on the reform issues should be achieved
and central government co-ordinating and steering role
should be developed. Strong ministries will tend to oppose
reforms, if there are no mechanisms how to achieve con-
sensus and in view of the frequently changing governments,
the strength and capacity of civil servants cannot be
overestimated. o raise this strategic capacity, a unified
civil service culture around the common interests of state
should be created and effective co-ordination linking
government priorities; budget process and implementation
of policies and reform initiatives should be put in place.

PROPOSED STRUCTURES FOR
MANAGING AND SEQUENCING OF
PUBLIC ADMINISTRATION REFORMS

Drawing from international experience and critically
assessing Latvian process of public administration reform

some common features can be distinguished and suggested
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for the governments that find themselves in the early stages
of public administration reform. Below the basic elements
of the reform will be listed and commented.

The successful reforms should start with critical assessment
of the existing situation and formulation of the general
but fairly clear future vision. Understanding of the desti-
nation of the reforms should be shared by the key people
in government both politicians and administrators. Since
the reform is a lengthy and complex process of change in
basic government structures, processes it requires a sustained
commitmentfrom the top decision-makers to design support
and implement necessary changes.

Support of political leadership should be shaped around
the values that are important for the whole society. This
follows from the logics that politicians are elected officials
who should represent interests of society and serve these
interests. Therefore, definition of the reform vision should
not be purely academic or technocratic, but meaningful for
the society. That is the simple and effective way to enlist
support from the public, which will help to sustain the
commitment of politicians and help in voicing the appre-
ciation or critique of the measures implemented. Since the
reforms take time and the fruits of the reform cannot be im-
mediately seen and felt it is important to define the desired
outcomes of the reform and not to lose sight of them.

A typical mistake of many reformers is that the reform is
communicated to the public as a technical exercise that
has its impact on the bureaucracy and the structure of the
government machinery. o ensure the support needed,
the reformers should be extremely careful in spelling out
the expected results for the society and honestly indicating
the resources needed and time, when the first positive
changes are felt. It is useful to be open and frank with the
public stating what it takes to achieve the results. Usually
the communication strategy is not the key objective of
the reform teams, because they are concerned with design-
ing the new legislation, procedures, and institutions. Over-
looking the planned information and communication strategy
may fire back at the later implementation stages when
the political fatigue of reforms sets in and the political

interests are swept away by other pressing economic issues.

In order to give the reforms needed visibility and ensure
the permanent presence of the reform issues on the govern-
ment agenda, it is extremely important to have a ministerial
post in the government associated with public administra-
tion reform. Various experiences are found in European
countries depending of the historic traditions:

a) Prime Minister or Deputy Prime Minister is leading
public administration reform process;

b) Minister of Finance is in charge of public administra-
tion reform;

¢) Minister of Interior, often combining this respons-
ibility for the management of regions and regional policy;

d) Minister of Public Administration Reform (with or
without a portfolio).

Whatever the arrangements are chosen, it is important to
ensure that the responsible minister has full support for
his agenda from the Prime Minister and the whole Cabinet
(Council) of Ministers.

It is a shared view among many OECD experts on public
administration that the experts, not so much politicians,
drive the public administration reform. This should be
understood from the point of view that the public admi-
nistration reform follows a number of principles and pro-
cesses commonly developed by various countries, which
gives little scope for independent political decision-making,
Therefore, the reform process depends on the competence
in the governance issues of the permanent professional
administrative body reporting to the Minister responsible
for reforms. The competencies of such a body should
include: preparing the issue papers for the political decision
making on vision, goals and strategies of reform; designing
the procedures and new legislation; formulating of the
training needs; coordinating of implementation of the
accepted reform measures and reporting to the government
through the responsible minister of the process of im-
plementation of the reform. This body will take the whole
volume of responsibility for managing the change process.
Therefore, such administrative body should be seen as a
legitimate part of the government system, staffed with the
professionals in governance, civil service reform, law, pub-

lic management and personnel management.

When enabling structures are established, next step is to
develop and politically agree at the government level on
the strategy of reforms for at least first 5 years, preferably
within a framework of the long-term goals. The strategy
should be based on assessment of the existing problems
and strengths, should look at the ways how to attained
the stated vision and long (medium) term strategic goals
within specified directions of the reform, and should state
the expected outcomes of the reform for the society. Latvian
tasks force for formulating the Strategy of Public Administ-
ration Reform for the Years 2001-2006 found the SWOT
analysis approach useful for identifying the gaps and
measures to achieve the desired outcomes. The strategy is
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important because it helps to communicate the values,
goals and outcomes of the reform to the politicians, admi-
nistration, and wide public. It helps to agree on the common
agenda of reform among the institutions involved into
the reform process, and it gives the basis for the sequenced
actions by many players.

It is important to realize that the reforms do not change
systems only, but leave a profound impact on the values,
norms, beliefs and attitudes of the administration, chang-
ing it culture. Therefore, cultural values of the reform
should be also clearly understood and stated in the beginn-
ing and carefully nurtured during the process of reforms.

Drafting a strategy should not be an exercise limited to the
administrative body responsible for the reform (however
this body should be a leader in the process), but should have
abroader participation base, which gives stronger legitimacy
to the final draft and represents more that one professional
view angle. The people involved in drafting should be care-
fully chosen so that they could act as champions of change
during the implementation phase. Latvian experience of
drafting a strategy during 2001 illustrates that the drafting
group has a strong sense of ownership of the strategy and
ensures necessary support at various implementation stages.
These people were drawn from various ministries, including
those playing a central role in policy development and
implementation (Ministry of Finance, State Chancellery,
Ministry of Education, Ministry of Agriculture, European
Integration Bureau, Civil Service Administration, Secretariat
of Public Administration Reform, Ministry of Foreign
Affairs, ministry of Justice) and represented a cross section
of departments (personnel, internal audit, policy and strategic
planning, administ-rative, financial, legal, EU-integration).
For the purpose of effective work, the group was limited to
10 people, but it was occasionally expanded when consulta-

tions with some particular policy specialists were required.

For the strategy not to remain a wishful list of nice activities,
it should cover the basic elements of operation of public ad-
ministration: systems for policy development, systems for
government financial management, systems for civil service
development, systems for public service delivery. While
developing strategies, recognition should be given to the
ways how science (including the social sciences) and infor-
mation technology change the ways that government ope-
rates, ensuring transparency, access to decision making and
simplifying the ways services can be delivered to the public.

The general logic of reforms should follow the phased
approach. The inital stage should be labeled as getting

the basics right. The second stage could be labeled as deve-
loping systems for effective and efficient policy and resources
management. The third stage, which can be overlap with
the second stage, should be about ensuring citizen partici-
pation in public governance. The rate of reforms will be a
function of such variables as political support and leader-
ship, allocation of necessary resources to the reform process,
efficient management of reform and participation of all
administration, availability of relevant outside assistance
and capacity for learning from other experience and own
mistakes. Realistically, the three stages outlined above can
take a decade of sustained development. Even if designing
reform measures can be speeded up by use of external
international advice, time is needed for a wider community
to understand and develop supporting attitude to the goals
and objectives, for learning new practices and transform-
ing of organizational changes into institutionalized norms.

Experts also emphasize that two things are important to
keep the morale up: ensure early successes in the process and
widely publicize the achievements so that people strengthened
their belief in own capability to make changes happen.

Getting the basics right. For a proper democratic system of
governance it is important to achieve proper separation
of the representative political power from the permanent,
professional, politically neutral, impartial, ethical and acting
under the rule of law administration. Countries emerging
form the command economies as a first step of democratic
governance establishes civil service system. Together with
this step institutional system of public administration is
established under the political leadership of the govern-
ment with the proper legally determined mandate for
policy development within sectors, government regulation,
resource management and public service delivery. Both
systems should be set in law and institutions responsible
for monitoring implementation of these laws should be

established.

While forming the institutional system, proper consider-
ation should be given to decentralization issues: determin-
ing and divesting the competencies to the regional and local
authorities based on the principle of subsidiary (balancing
the efficiency and closeness to the citizen/customer).
Government should be attentive to the issues of ensuring
the effective and uniform implementation of law at all levels
of government. Therefore, the delegation of functions and
responsibilities to local authorities should be accompanied
with the proper accountability and control systems over
guaranteeing the citizens rights and equal access to the
mandated statutory services irrespective of the level of the
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state administration. Within the state administration the
measures of separation of policy making from its delivery
should be envisaged to ensure more efficient operation and
avoiding the conflict of interest at the organizational level.

Simultaneously, government strives to support the deve-
lopment of the private sector, the cornerstone of the
national economy. Within this objective, government gra-
dually withdraws from productive and commercial sector,
privatizing state enterprises and changing its role to enabler
and regulator. The process of privatization should be
treated with maximum openness and transparency. It is
beneficial to involve the NGO sector in monitoring how
the legislation is observed during the transfer of govern-
ment assets into the private hands. This is an area most
sensitive to corruption and abuse of official power.
Managing privatization process well means winning the
public support for the government action as such.

The basic rules and procedures for operation of public admi-
nistration system should be legally established and enforced.
The most critical issues to pay attention to are: prevention
of corruption and conflict on interest, ensuring access to
information and establishing the administrative procedures.
To establish the rational and transparent use of public
funds, Ministry of Finance should work out the proce-
dures for preparation and management of state budget.
At the same time financial controls should be set up both
internally, within the administration, and externally
through the independent from government and reporting
to the Parliament National Audit Office.

The law on administrative procedures is seen as a key law
for the democratic governance based on the rule of law.
It establishes the principles and rules for the operation of
administration and ensures the observance of the citizens’
rights in dealings with the administration. The law sets
standards for making administrative decisions and rules
for appeal and revoking of such decisions. Administration
should also establish the internal ex post legal control
mechanisms to guarantee the observance of legality of
administrative acts.

Among the possible threats at the stage of establishing
the basics of administration, is the insufficient attention
to the creating of mechanisms of vertical and horizontal
coordination of administration. In Latvia a vertical approach
to establishing administration at the earlier stages caused
problems later in ensuring the uniformity of civil service
and ensuring efficient policy coordination among the dif-
ferent sectors based on wider government objectives. There-

fore, it is advisable to plan and design vertical and horizontal
coordination and control mechanisms, which will finally
result in a more organic and efficient organization built and
operating around the all-government strategies and programs.

Developing systems for effective and efficient policy and resources
management. Following the establishment of basics, the
government should look at the efficiency of its operation
related to the effective use of public resources in attaining
the government goals. The effectiveness issue relates to
how government sets up it medium term goals and prior-
ities, how administration gets involved in implementation
of the all-government agenda with in their area of compe-
tence and how government ensures the coherence between
the identification and prioritization of the policy issues
and attaining the desired outputs. In a vertically built
administration there is a tension between the whole govern-
ment agenda and self-advanced agenda of the sector mi-
nistries. It requires a strong central government capacity
to decide on the policy priorities and ensure that the public
resources (money, personnel, and equipment) are allocated
according to the government set of planned outcomes.

The efficient use of public resources depends on the ability
to state government policy outcomes and allocates the
resources according to the priorities within a centralized
approach. Another facet of efficiency relates to operational
efficiency of public administrative bodies, linked to their
management and internal control processes. Efficient use
of resources means ability to clearly state operation goals
within the organizational mandate that can be expressed
as a set measurable outcomes and corresponding set of
achievable operational outputs. The operational programs
should link the outputs with the resources needed to achieve
these outcomes. Efficient resource management is achieved
through turning attention from the budgeting for the
functions and activities to the budgeting for results. In
order for this approach to work effectively, a system of
information should be in place as well as accountability
for results should be established. Often-traditional
administrative rules (based on the accountability for ad-
herence to the proper procedures) fail to work in the output
based management environment. Therefore, the reformers
must think of establishing and implementing incentives
to attain high performance and achieve planned outputs.
One way to harness commitment of management to the
stated outcomes (outputs) is through the use of the perfor-
mance contract. It should be mentioned that the separa-
tion of the policy delivery from policy making, establishing
principal—agent relations based on a non-enforceable
contract (which in fact is a hierarchical contract between
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the responsible minister as a purchaser of services and the
head of agency), should be introduced cautiously so as to
avoid the abuse of the delegated authority to the agency
and prevent the capture of provider which may be in
conflict to the overall government goals.

Introduction of performance management help improve
efficiency of administration on condition that the ministries
do not lose the capacity to establish clear operational and
accountability framework (to steer the process and evaluate
the results). Ministries also should not withdraw from
responsibility of their supervised autonomous agencies,

because it lies in the heart of the democratic governance.

To be successful in improving efficiency of public administ-
ration, administrative reforms should go hand in hand with
the financial management reforms, which include at least:
strengthening of the central coordinating role in public
expenditure management of the Ministry of Finance, enforc-
ing of the fiscal discipline, introduction of the medium
term expenditure planning, output based resource planning,
accrual accounting, clear accountability rules, capacity to
monitor and assess the results. All these measures depend
on the extensive learning and coordinated implementation.

Important organizational management changes should
include: strengthening managerial capacity of planning
strategies and outputs, people management strengthening,
establishing the internal control systems (rules and
procedures to follow), information management systems,

client service orientation, etc.

Ensuring citizen participation in public governance. As
already mentioned before public participation is important
in ensuring constant support to reforms. Developed civil
society with the strong non-government sector may play
an important role in preparation of political decisions on
important issues. NGO can represent interests of the various
groups of society and they can get actively involved into
activities that improve social welfare of the society. In terms
of divesting the government functions to lower layers of
governance, NGO can be important partner of the govern-
ment in such public areas as environmental protection,
social assistance, promotion of culture and education, even

regulation.

Civil society helps to organize people of common interest
and provides the government with a partner to discuss issues
and seek involvement. Government should establish a
strategy of supporting and involving of the non-govern-

ment organization into public governance process.

Reform is an evolving process that builds on the already
achieved and is cross-fertilized by the innovations all round
the world. Therefore the reformers should be alert to the
work of international organizations, like OECD/PUMA,
UNDP, World Bank, etc. to be able to use the best practices
and apply them to the local culture, tradition and econo-

mic conditions.

CONCLUSIONS

Since proclaiming independence in May 1990, while still
being formally one of the Soviet Republics, Republic of
Latvia has dramatically changed. It has undoubtedly broke
with its past and established the basics of the democratic
state with market economy. Public administration manages
the life of the society and is improving its effectiveness and
efficiency in spite of the problems and lack of consensus.
Political culture is still forming and the results of this process
are painfully impacting on the development. The strength
of Latvia probably is explained by the dedication of its civil
servants that are loyal to the democracy and to the govern-
ment priority to integrate Latvia into European Union

and NATO.

Latvia receives assistance in its reforms from the EU, member
states, SIGMA/OECD, World Bank and is learning the
lessons of democratic governance. The process of change
is slow, it requires shift in mentality, acquisition of new skills,
adoption of new doctrines. In a word, the changes require
amassive training. Latvia has experimented with its structures
and personnel relations and now can draw lessons from own
experience. The model of public administration for Latvia
is that of Western democracies. However, we also recognized
the fact that uncritical adoption of ready-made models created
in other countries for other purposes in different environment
is a useless game. As all public administrations are uniquely
different due to national cultural and historical differences,
it is not possible to copy models. At the same time, one
should learn to apply principles of good governance and
create models that fit these principles.

The principles are based on democratic values and there
is a strong convergence among the modern democratic
states on the principles. Co-operation with EU member
states requires us to adjust our structures and procedures
to the European Administrative Space. Benchmarking,
training of skills, evaluating ones own progress and failures
we can improve public administration that serves the
interests of the society and ensures country’s competitive-

ness in the global competition.
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NOTES

Freedom of movement of goods, services, persons and capital, established by the Maastricht Treaty in 1992.
Latvian Parliament.

Central administration established 23 inspectorates for enforcement of the law in various sectors. The examples of
inspectorates are: State Labour Inspectorate, State Environmental Inspectorate, State Sanitary Inspectorate, State
Education Inspectorate, State Fire and Rescue Inspectorate, etc.

The Civil Service System has not been implemented in the Local Governments up to date due to the inability to
overcome a resistance from the separate municipalities and Union of Local Governments.

Establishment of executive agencies in Sweden, Denmark, Next Step agencies in the UK and departmental agencies
in New Zealand based on a split between the purchaser and provider and separating the role of principal (minister)
and the agent (semi-autonomous public institution, which organises the internal management according to the
modern management theory developed by the private sector.

1o provide financial incentive for amalgamation, government allocates a lump sum up to 5% of the annual budget
of the new municipality.

The previous last governments were in office for 7.5 and 9.5 months respectively. The changes in government have
been provoked by disagreement among the coalition partners regarding economic issues and linked with the
privatisation process. The process of privatisation of big enterprises: Latvenergo, Riga Shipyards, Ventspils Oil have
been significantly slowed down owing to the conflicting party interests.

Latvian Prime minister is responsible for coordination of Cabinet of Ministers work. The law does not give the
Prime Minister any specific higher legal authority. The coalition government only emphasises the situation when
the Prime Ministers needs to maintain a fine balance of political interests, which prevents him from acting with
authority.

Functional review of the Ministry of Agriculture in 1999, functional review of Ministry of Economy and Ministry
of Justice in 2000.

Sir Robin Mountfield is the former Permanent Secretary of the UK Cabinet Office, invited by EC Delegation in
Riga to evaluate the progress of public administration reform in Latvia in February 2000.

State Secretary is the senior civil servant in a ministry, who reports to the minister, holds the highest rank in civil
service.

Mr. Denis Ives is a former Public Service Commissioner of Australian public service.

The Ministry of State Reforms was established for two years to develop reform programme and prepare basic
legislation.

The State minister is a member of the Cabinet with limited voting rights. State minister of Labour reports to the
Minister of Welfare.
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