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The problem of corruption in public procurement is a significant and urgent problem all
over the world. To look for possible ways to solve this problem, first of all, it is necessary to
measure the level of corruption is in a particular area. Since corruption is a latent phenomenon,
it is not advisable to rely solely on official statistics. On the contrary, surveys of public procure-
ment participants (suppliers) provide interesting and useful data. For the first time in 2012, the
author tested a methodology developed specifically for this purpose, when responses from 100
respondents, who have participated in public procurement in Latvia, were received. In August
2021, based on the same methodology, the author conducted a topical study. The data obtained
(responses from 102 respondents) allow not only to assess in more detail the current level of
corruption in the public procurement, but also to trace its dynamics. The aim of the article is
a comparative dynamic analysis of the assessments of corruption in public procurement by
entrepreneurs participated in this process. In August 2021, the respondents’ sample was formed
by using the free access information at the home page of the Procurement Monitoring Bureau
and home pages of the commissioning parties. One of the latest technologies for conducting
the research — the on-line survey (on-line mode) was applied in order to find out the opinions
of the entrepreneurs. During ten years (2012-2021) there have been practically no changes in
the number of those respondents who believe corruption level in Latvian public procurement
is medium: if in 2012 such responses were provided by 33% of respondents, then in 2021 — by
30.4%. At the same time, it should be admitted that there is a rather rapid increase (from 43 %
to 57.8%) in the number of those respondents who believe that corruption in Latvian public
procurement is high or very high. In 2021, the obtained data show that 93.1% of the interviewed
entrepreneurs had an impression that the commissioning party has been influenced by another
applicant (81% in 2012). There remain less and less such respondents, who believe that no
political influence is exerted upon public procurement in Latvia. For ten years this indicator
decreased from 4% to 2%. It is a positive fact to note that during ten years we see a considerable
increase (from 45% to 64.7%) in the numbers of such respondents who not ready to offer any
illegal benefits to the commissioning party, if such an action would allow becoming the winner
of the public procurement.
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152 Socialo Zinatnu Vestnesis 2021 2

Korupcijas limena izmainas publiskajos iepirkumos Latvija

Korupcijas probléma publiskajos iepirkumos ir nozimiga un aktuala probléma visa pasaulé.
Lai meklétu problémas iespéjamos risinajumus, pirmkart, ir jasaprot, cik augsts ir korupcijas
limenis konkrétaja sféra. Nemot véra to, ka korupcija ir latenta paradiba, nebutu lietderigi
palauties vienigi uz oficialo statistiku. Turpreti, publiska iepirkuma dalibnieku (piegadataju)
aptaujas sniedz interesantus un noderigus datus. Pirmo reizi 2012. gada autors aprobgja speciali
§im nolukam izstradatu metodiku, kad tika sanemtas 100 respondentu, kuri ir piedalijusies
publiskajos iepirkumos Latvija, atbildes. 2021. gada augusta, pamatojoties uz to pasu metodiku,
autors veica aktualu pétijumu. Iegutie dati (102 respondentu atbildes) lauj ne tikai detalizétak
aplést pasreizéjo korupcijas limeni publisko iepirkumu sféra, bet ari novérot minéta limena
dinamiku. Raksta mérkis ir uznémeéju, kuri piedalas publiskajos iepirkumos Latvija, sniegto
viedoklu par korupcijas limeni $aja sféra, salidzino$a dinamiska analize. 2021. gada augusta
respondentu izlase tika izveidota, izmantojot bezmaksas piekluves informaciju Iepirkumu uzrau-
dzibas biroja majas lapa un pasutitaju majas lapas. Lai uzzinatu uznéméju viedokli, tika izman-
tota viena no jaunakajam pétijuma veiksanas tehnologijam — tieSsaistes aptauja. Desmit gadu
laika (no 2012. gada lidz 2021. gadam) praktiski nav notikusas izmainas to respondentu skaita,
kuri uzskata, ka korupcijas limenis Latvijas publiskajos iepirkumos ir vidéjs — ja 2012. gada
$adu atbildi sniedza 33 % respondentu, tad 2021. gada — 30.4% respondentu. Vienlaikus jaatzist,
ka diezgan strauji (no 43% 2012. gada lidz 57.8% 2021. gada) pieauga to respondentu skaits,
kuri uzskata, ka korupcija Latvijas publiskajos iepirkumos ir augsta vai |oti augsta. 2021. gada
iegutie dati liecina, ka 93.1% aptaujato uznémeéju radas iespaids, ka pasutitaju ietekméjis cits
pretendents (2012. gada sads iespaids bija 81% respondentu). Aizvien mazak paliek tadu res-
pondentu, kuri uzskata, ka Latvija publiskie iepirkumi netiek politiski ietekméti — desmit gadu
laika $is raditajs ir samazinajies no 4% lidz 2%. Pozitivs fakts, ka desmit gadu laika més redzam
ievérojamu pieaugumu (no 45% lidz 64.7%) to respondentu skaita, kuri nav gatavi piedavat
pasutitajam kadus nelikumigus labumus, ja $ada riciba pat lautu uzvarét publiskaja iepirkuma.

Atslegas vardi: korupcija, publiskais iepirkums, kukulis, politiska ietekme, Latvija.

H3mMeHeHust ypoBHS KOPPYIIMH B MyOIMYHBIX 3aKyNKax B JlarBumn

[TpoGyiiemMa Koppynuuu B MyOJIMYHBIX 3aKyMKaX — CEPbE3HAS U aKTyallbHasl mpodiiemMa BO
BcEM Mupe. 1715t Toro, YTOOBI NCKATh BO3MOKHBIE ITyTH PEIIeHSI 3TOU TPOOJIEMBI, TIPEXIe BCETO
HEO0OXOIMMO ITOHUMATh, HACKOJIBKO BBICOK YPOBEHB KOPPYITIIMY B KOHKPETHOM, OTIETHHO B3SI-
Toii cchepe. [10CKONIBKY KOPPYIIIIUS SBIISIETCS TATEHTHBIM SIBJIEHUEM, OTTMPATHCST UCKITIOUUTETTHHO
Ha IaHHbIe OUITUATTBHON CTATUCTUKY He TIPEICTaBIISIETCS 1IeJIeCO00Pa3HBIM, a BOT OMTPOCHI CAMIX
YYaCTHUKOB ITyOIMIHBIX 3aKYTTOK (TIOCTABIIMKOB) TAIOT BO3MOXKHOCTb ITOJTyIUTh MHTePECHBIE 1
rosie3Hble TaHHbIe. Briepsoie B 2012 romy aBTop anmpoOupoBaT METOIUKY, pa3pabOTaHHYIO CIIeIIN-
aJTBHO JIJIST 3TOU 11eJ, Koraa ObLIU ToJTydeHbl oTBeThl 100 pecrioHIeHTOB, y4aCTBOBABIINX B
myOIMYHBIX 3aKyrkax B JlarBuu. B aBrycte 2021 roma Ha 0CHOBe TOI K€ METOIUKU aBTOP TIPO-
BEJ MMoBTOpHOE MccienoBanue. [lomyueHHble qanHbie (0TBeTH 102 pecroHAEHTOB) MO3BOJISIOT
He TOJIbKO OoJiee NeTaIbHO OIIEHUTh HBIHEIITHUI YPOBEHb KOPPYIIINUU B c(pepe MyOTMIHbBIX 3aKy-
TIOK, HO ¥ TIPOCTIETUTD €T0 IMHAMUKY. LlesThio JaHHOI CTaThU SIBIISIETCS CPABHUTETHHBIN TUHAMU -
YeCKMi1 aHAJIN3 OLIEHOK KOPPYITIIMY B TTYOJUIHBIX 3aKyTKaX B JIATBUM CO CTOPOHBI TIPEATIPUHI-
MarteJielt, yaacTByloux B Hux. B aBrycte 2021 rona Beibopka orpanimBaeMbIx 0b1a chopmMupo-
BaHa Ha OCHOBe MHGOPMAIINY, HAXOISIIEHCs B CBOOOTHOM TOCTYTIe Ha JOMAITHEW CTpaHUIle
Bropo o Hag30py 3a 3aKyMKaMu 1 Ha IOMaITHUX CTPAaHUIIAX 3aKa34YUKOB. [1J1sT BEISICHEHMSI MHE-
HWS TIPENTTPUHUMATEIEN TIPUMEHSUTACh OTHA U3 HOBEUIIIUX TEXHOJIOTUIA TIPOBEIEHUSI UCCIIe0-
BaHUS — OHJIAaliH-o1Ipoc. 3a necsTh yieT (2012—2021 romsl) MpakTUIeCKy He M3MEHUIIOCH KOJIU-
YECTBO PECIIOHACHTOB, CYMTAIONINX, YTO YPOBEHb KOPPYTIIINY B ITyOJMIHBIX 3aKyTKax B JlaTBun
JaTBUIiCKUX — cpennuii (ecm B 2012 romy Takoii orBeT maiu 33% pecrionneHToB, To B 2021 roqy —
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30.4%). B TO e BpeMsi clieiyeT MpU3HaTh, 4TO HaboaaeTcst 3aMeTHbI# poct (¢ 43% B 2012 romy
110 57.8% B 2021 romy) 101 TeX PeCIIOHAEHTOB, KOTOPbIE CUUTAIOT, YTO YPOBEHb KOPPYITLIUU B
IMyOIMYHBIX 3aKyTKaX B JIaTBUM BBICOK WM OYeHb BBICOK. [ToydeHHbIe TaHHbIE TTOKA3bIBAIOT,
yt0 B 2021 Tony y 93.1% ompoiieHHBIX TIpeaITpUHUMATeNel CIIOXUIOCH BIIeYaTJIeHue, 4To 3a-
Ka3YMK HaXOIWJICS TIOJ] BIUSTHUEM Ipyroro mpereHaeHTa (B 2012 romy 3TOT mokazaTeb ObLT
paBeH 81%). Bc€ MeHbIIe 0cTaéTcsT TAKMX PECITOHIEHTOB, KOTOPhIE CIYUTAIOT, UYTO TTYyOJINIHBIS
3aKymnKky B JIaTBUM HE HAXOSITCS TION MOJIMTUIECKUM BIUSTHUEM. 3a ECSTh JIET ITOT TToKa3a-
Tesib cHu3uics ¢ 4% no 2%. CrenyetT OTMETHUTD, YTO Yepe3 IECSITh JIET TTOCIIe TEPBOTrO UCCIIeI0-
BaHUs HAOJTI0aeTCs 3HAYMTENIBbHBIA POCT (¢ 45% 10 64.7%) 1011 TeX PeCIOHIEHTOB, KOTOPhIE
He TOTOBBI MPEIJIOKUTH 3aKa3UNKy KaKue-JI100 He3aKOHHBIE BBITOJBI, Iaxke ecli OBl 3TO TO-
3BOJIWJIO CTaTh MOOEANTEIeM TTyOJTUIHOM 3aKYTTKH.

KiroueBsie ciioBa: KOppymiys, MyOJIMIHbIE 3aKyMKH, B3STKA, TMTOJIUTUYECKOE BIMSHUE,
JlatBus.

Introduction

The problem of corruption as such has always been on the list of international,
global problems (e.g. World Bank 2021). It should be noted that the corruption threat
affect all the world continents, and the problem of minimizing this threat is urgent in
many countries and the world’s regions: USA (Al-Hadi et al. 2021; Choudhury 2021),
European Union (Vilks 2017; Bauhr, Charron 2020; Angelis et al. 2020; Feruni et al.
2020; Jaggi et al. 2021, Australia (Bleakley 2021), Brazil (Britto, Fiorin 2020; Saad-
Filho, Boffo 2021), India (Chowdhury 2019; Mohammad, Husted 2021), Canada
(Devlin, Frame 2019), Russia (Kazachkova, Kozlova 2020; Pavlova 2020), China
(Kong et al. 2021; Ren et al. 2021) and others.

The problem of corruption has not lost its topicality also today. Several useful
scientific articles regarding these problems have been published in 2021, such as:
“Measuring corruption: a critical analysis of the existing datasets and their suitability
for diachronic transnational research” (Bello, Villarino 2021), “Is a corruption crack-
down really good for the economy? Firm-level evidence from China” (Chen et al. 2021),
“Political corruption cycles in democracies and autocracies: evidence from micro-
data on extortion in West Africa” (Cooper 2021), “Campaign contributions, indepen-
dent expenditures, and the appearance of corruption: public opinion vs. the supreme
court’s assumptions” (Debell, Iyengar 2021), “The impact of corruption and rent-
seeking behavior upon economic wealth in the european union from a public choice
approach” (Dinca et al. 2021), “Illegal drugs and public corruption: crack based
evidence from California” (Flamini et al. 2021), “Corruption and cheating: evidence
from rural Thailand” (Hubler et al. 2021), “Combatting corruption and collusion in
UK public procurement: proposals for post-brexit reform” (Jones 2021), “Corruption
and support for decentralization” (Kuhn, Pardos-Prado 2021), “Public corruption
and pension underfunding in the American states” (Liu et al. 2021), “Criminal sanc-
tions for the abuse of authority in corruption cases based on the values of justice and
dignity: a comparative study of the fight against corruption in Indonesia and Japan”
(Mandasari 2021), “Corruption consolidation in local governments: a grounded
analytical framework” (Meza, Perez-Chiques 2021), “Public sector reforms and their
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impact on the level of corruption: a systematic review” (Mugellini et al. 2021), “Experts
and questions: exploring perceptions of corruption” (Pinkova, Jusko 2021), “Coercive
pressures and anti-corruption reporting: the case of ASEAN countries” (Sari et al.
2021), “Corruption and whistleblowing: Beccaria and Montesquieu on secret crimes
and secret accusations” (Sparling 2021).

In addition to this we must acknowledge that one of the most significant fields
where the problem of corruption is particularly topical is the field of public procure-
ment, for example opportunities for prevention of corruption in public procurement
in electricity distribution companies (Anguelov 2019); combating corruption in the
procurement by the press (Arifin et al. 2018); anti-corruption in aid-funded procure-
ment (David-Barrett, Fazekas 2020); an analysis of favoritism in public procurement
(David-Barrett, Fazekas 2020); to bribe or not in a procurement auction (Fan et al.
2021); a dynamic performance management approach to frame corruption in public
procurement (Gnoffo 2021); competition in public procurement in the fight against
corruption (Psota et al. 2020); data analysis for corruption indications on procurement
of goods and services (Purwanto, Emanuel 2020); mapping corruption risks in public
procurement (Sharma et al. 2019); quality manipulation and limit corruption in compe-
titive procurement (Wang 2020); prototyping a smart contract based public procure-
ment to fight corruption (Weingartner et al. 2021).

Research is also published that partly deals with corruption in Latvia. For instance,
Corruption Perceptions Index by Transparency International (Transparency Interna-
tional 2020), research on corruption prevention at sector level in Eastern Europe and
Central Asia (ACN (Anti-Corruption Network for Eastern Europe and Central Asia)
2017). However, none of these studies is devoted specifically to corruption in public
procurement in Latvia. For example, in the presentation about large-scale study “Attitude
towards corruption in Latvia” (Latv.: Astieksme pret korupciju Latvija) (February
2021), out of 81 slides, only 9 slides can be attributed to the topic of corruption in
public procurement (Korupcijas noversanas un apkarosanas birojs 2021). Furthermore,
according to the survey, only 38% of the interviewed entrepreneurs participated in
public procurement over the past 2 years (Korupcijas noversanas un apkarosanas
birojs 2021). In turn, the research presented in this article is entirely devoted to a
separate, special topic — corruption in public procurement in Latvia.

The aim of this study is a comparative dynamic (diachronous) analysis of the
assessments of corruption in public procurement in Latvia by entrepreneurs involved
in this process. The study reveals whether the perception of the level of corruption in
public procurement has changed — how much the opinion of entrepreneurs today
differs from what was measured 10 years ago. Based on the data obtained, it is possible
to judge whether the situation in public procurement in Latvia has improved or
worsened in the area of combating corruption.

In this article, the author presents the obtained factual material, which allows not
only to assess in more detail the current level of corruption in the public procurement,
but also to trace its dynamics. The main goal is to identify the level of the problem
and provide up-to-date statistical material that can be used by both other researchers
and representatives of the public sector — for example, parliamentarians and employees
of the Corruption Prevention and Combating Bureau.
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The novelty of the research mainly lies in three aspects. Firstly, for the research
the author has chosen a specific topic of national importance, to which insufficient
attention is paid — in Latvia there are no studies of this kind. Secondly, for the study,
only those entrepreneurs were selected who relatively recently actually participated
in public procurement in Latvia. Thirdly, the novelty of the study consists in comparing
the results in the context of a ten-year period from 2012 to 2021. It should be noted
that the main idea of the article is only a generalization and the most neutral presen-
tation of the results obtained. In turn, carrying out a detailed analysis of the data
obtained is not included in the scope of this article, because the work was carried out
not on the basis of a hypothesis, but on the basis of research questions. Research
methods are described in the next section of the article.

Methodology and data

In modern science the question on how to lower the level of corruption has been
solved to large extent, yet determining the corruption level still remains a considerable
challenge when regarded from the methodological point of view.

It is known that it is very difficult to empirically measure the level of corruption
in public procurement, let alone the change in the level of corruption in public procure-
ment over time. Interesting conclusions in this aspect are presented in the report
“Identifying and Reducing Corruption in Public Procurement in the EU. Development
of a methodology to estimate the direct costs of corruption and other elements for an
EU - evaluation mechanism in the area of anti-corruption” (2013) conducted by
PwC and Ecorys for the European Commission. The European Union, while acknow-
ledging the significance of the situation, states the necessity of finding adequate
solutions, yet it does not propose clear directions of activity. Public procurement is
mentioned as a priority and a critical domain in which corruption should be defined
and measured — a methodology should be developed in order to measure the costs of
corruption or provide close estimates of this cost in public procurement in certain
sectors of the economy which are in the scope of EU Cohesion Policy (PwC, Ecorys
2013).

The development of methodology for determining the corruption level is consi-
derably hindered by the lack of the generally adopted definition of corruption (e.g.,
Feldman 2018; Maguchu 2018; Rose 2018; Sparling 2018) and latency of corruption
itself (Bachurin 2017; Reznik et al. 2017). In these conditions the statement that the
public procurement sector by itself contains significant risks (threats) of corruption
has become an axiom. Scientific papers and studies are mostly focused on issues of
corruption prevention and fighting it: they analyse the legal regulation of conducting
public procurements within the context of anti-corruption; they study what schemes
are used by dishonest participants of public procurements, attention is paid to the
possibilities of improving mechanisms of control and punishment, etc.

At the same time the fundamentally significant issue regarding the methodology
of determining the corruption level remains without sufficient attention and the very
topicality of the problem is usually justified by references to individual precedents of



156 Socialo Zinatnu Vestnesis 2021 2

corruption, or by general assumptions that the element of corruption in public procure-
ment is already established historically across the whole world and, despite the
counteraction, the level of corruption in public procurement remains rather high.

By postulating that the corruption level in public procurement is high, scientists
usually use international indices, legal statistics, number of taken criminal proceedings,
discourse in the press, as well as sociological polls in the corresponding groups (the
ones involved in the process of public procurement) of respondents in rare cases.

Unfortunately, renowned international sources — Global Corruption Barometer,
Bribe Payers Index, Global Corruption Report, National Integrity System assessments,
Ease of Doing Business Index, Global Integrity Report, Global Competitiveness Report,
International Country Risk Guide, Worldwide Governance Indicators: Control of
Corruption un Worldwide Corruption Index by Gallup, Press Freedom Index; Economic
Freedom Index; Open Budget Index; Failed States Index; Worldwide Governance
Indicators: Voice and Accountability; Foreign Direct Investment, Net Inflows (as %
of GDP); Legatum Prosperity Index (Economic Competitiveness, Corruption Percep-
tions Index by Transparency International, do not aim to establish how high the
corruption level is in the field of public procurement in particular, not even speaking
about such data across countries.

For instance, as it is indicated in the study “Identifying and Reducing Corruption
in Public Procurement in the EU”, when compared to common convictions about
corruption in the different Member States and with perception indices like the Cor-
ruption Perception Index of Transparency International, the top three Member States —
especially Bulgaria and Romania — might appear remarkable (PwC, Ecorys 2013).
However, also here it is difficult to tell based on the empirical evidence how true these
convictions are when it comes to public procurement in these countries (the compre-
hensive methodology presented in chapters 7 to 10 only does not allow yet for such
conclusions), and even when corruption levels in public procurement in these countries
are high: it is not known whether these practices are introduced because (or despite)
of these apparent or alleged high levels of corruption, or whether a proper implemen-
tation or functioning of the positive policies and practices is lacking (or a combination
of both).

Also the official statistics regarding the number of the taken criminal proceedings
cannot be valued unequivocally. When analysing this indicator, every researcher will
have to face a dilemma — whether the great number of the taken criminal proceedings
regarding corruptive offences presents the distribution of corruption in the country or
it shows that the public authorities work efficiently.

Sociological surveys covering usual inhabitants are able to help in determining
the corruption level in areas where these inhabitants may act as bribers — for instance,
in medicine, traffic police, and education system, but they are completely powerless
in the segment of public procurement. In turn, a sociological survey for identifying
corruption in the field of public procurement must be conducted among such subjects
who may develop corruptive experience, i.e. among procurement organizers (officials)
or among participants of public procurement (suppliers). The author rather critically
views the usefulness of officials’ polls as, even when experiencing sufficient level of
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anonymity, only few officials would want to provide answers that could corrupt the
overall image of the officialdom.

On the contrary, polls of participants of public procurement (suppliers) provide
interesting and useful data. For the first time in 2012 the author has approbated
methodology developed particularly for this goal, and its results were demonstrated
when presenting his Doctoral Thesis (Krivins 2014) and and previously in international
scientific journals (e.g. Krivinsh 2013). In 2021, the research sample was made by
102 entrepreneurs, who have participated in public procurement in Latvia. Both in
2012 and in 2021, research questions were raised, which allow to unobtrusively and
comprehensively estimate the level of corruption in the sensitive sector — public procu-
rement, namely:

1. In your opinion, what is the level of corruption in public procurement in Latvia?

2. If the commissioning parties always apply the principle of equal treatment in
regard to all applicants?

3. When participating in public procurement, did you have an impression that the
customer was probably influenced by another applicant?

4. Has the customer’s action during a public procurement ever made you think that
the customer’s representatives tried to extort bribes?

5. Are you ready to offer any illegal benefits to the commissioning party, if such an
action would allow becoming the winner of the public procurement?

6. Invyour opinion, if someone offered illegal benefits to the customer’s representatives,
would such benefits be accepted?

7. How much (in percents) public procurement in Latvia in your opinion has been
performed in bad faith?

8. Do you think that public procurement in Latvia are politically influenced?

EU Member States do not collect statistics concerning instances of corruption
and corruption levels in a unified way. Both the EU documentation and several scientific
studies contain repeated indications of the necessity to study the corruption trend: It
is however to be recommended to improve and periodically repeat the benchmark of
the EU Member States: when more empirical data becomes available on corruption
levels and how these evolve over time. It should be admitted that only regular (perio-
dical) measures of corruption level can ensure systemic control of corruption level,
allows to observe the trends of process dynamics, accumulate information regarding
particular periods of time that improves evaluation accuracy in individual parameters.

When determining the study periodicity, it should be taken into account that too
frequent studies in the segment of corruption are not suitable. If in marketing, for
instance, studies can be conducted every month, but data definitely need to be renewed
after a year, then changes in the entrepreneurs’ perception regarding the level of cor-
ruption in public procurements require certain time.

If the country does not experience fast and crucial changes (e.g. there is no financial
or demographical crisis, the state has not changed its geopolitical orientation or legal
regulation, etc.), also changes in the perception of corruption will not be rapid. In
other words, the greater is the measurement range, the greater fluctuation relief will
be seen in the aspects under study.
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Research results and discussion

In 2021, considering the aforementioned assumptions, the author has conducted
the second poll of entrepreneurs with identical questions. Table 1 presents the data
acquired in 2021 if compared to the data from 2012.

The 2021 survey sample was made by entrepreneurs (n = 102), who have participated
in public procurement in Latvia. The sample was formed by using the free access infor-
mation at the home page of the Procurement Monitoring Bureau and home pages of
the commissioning parties. One of the latest technologies for conducting the research —
the on-line survey (on-line mode) was applied in order to find out the opinions of the
entrepreneurs.

Table 1
The main parameters of the survey samples,
%, Latvia, 2012 and 2021
Parameters 2012, n =100 2021, n =102 Changes, +/-
1 2 3 4

How often does your company participate in public procurement?
— almost every month 80.0 82.4 +2.4
—several times a year 17.0 15.7 -1.3
— not more than once in a year 3.0 1.9 -1.1
When participating in public procurement, your company mainly offers to customers:
— services to commissioning parties 41.0 29.4 -11.6
- goods 34.0 32.4 -1.6
— construction work 25.0 38.2 +13.2
Division of respondents according to their legal status:
- Ltd (limited liability company) 87.0 79.4 -7.6
—JSC (joint stock company) 10.0 10.8 +0.8
— other 3.0 9.8 +6.8
Where is your enterprise registered?
- Riga 59.0 58.8 -0.2
— Vidzeme 13.0 13.7 +0.7
— Kurzeme 9.0 9.8 +0.8
— Zemgale 14.0 10.8 -3.2
— Latgale 5.0 6.9 +1.9
The number of employees in the companies of the interviewed entrepreneurs:
-1 1.0 3.9 +2.9
-2-5 8.0 6.9 -1.1
-6-15 26.0 36.3 +10.3
-16-50 32.0 28.4 -3.6
-51-100 9.0 9.8 +0.8
— more than 100 employees 23.0 14.7 -8.3

Sequel to Table 1 see on the next page
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Sequel to Table 1

1 2 3 4
How many years does your company operate on the market?
— more than 10 years 65.0 80.4 +15.4
—4-10 years 28.0 9.8 -18.2
— 2-3 years 5.0 7.8 +2.8
— less than a year 2.0 2.0 0.0

Source: elaborated by the author based on the own research data.

Table 2
The main survey results, %, Latvia, 2012 and 2021
Respondents’ answers 2012, n =100 2021, n =102 Changes, +/-
1 2 3 4
The level of corruption in the public procurement of the Republic of Latvia is:
— very high 14.0 9.8 -4.2
— high 29.0 48.0 +19.0%
— medium 33.0 30.4 -2.6
- low 16.0 6.9 9.1
— corruption in this sector does not exist 8.0 4.9 -3.1

If the commissioning parties always apply the principle of equal treatment in regard to all
applicants?

— always apply 5.0 3.8 -1.2
— usually apply 27.0 27.5 +0.5
— apply in approximately a half of procure- 34.0 31.4 26
ment

— usually do not apply 27.0 25.5 -1.5
— never apply 7.0 11.8 +4.8

When participating in public procurement, did you have an impression that the customer
was probably influenced by another applicant?

— never 9.0 6.9 2.1
— very seldom 11.0 4.9 -6.1
— sometimes 39.0 51.0 +12.0%
— often 27.0 33.3 +6.3
— almost always 14.0 3.9 -10.1%

Has the customer’s action during a public procurement ever made you think that the
customer’s representatives tried to extort bribes?

— never 44.0 41.1 -2.9
— very seldom 29.0 32.4 +3.4
— sometimes 19.0 25.5 +6.5
- often 7.0 1.0 -6.0
— almost always 1.0 0.0 -1.0

Sequel to Table 2 see on the next page
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Sequel to Table 2
1 2 3 4

Are you ready to offer any benefits to the commissioning party, if such an action would
allow becoming the winner of the public procurement?

- yes 4.0 4.9 +0.9
— more ‘yes’ than ‘no’ 5.0 2.0 -3.0
— more ‘no’ than ‘yes’ 9.0 5.9 -3.1

- readiness to offer some benefit depends of

. 14.0 9.8 -4.2
the significance of the procurement
- no 45.0 64.7 +19.7%
— it depends from the situation or other 3.0 127 10.3*

circumstances
In your opinion, if someone offered illegal benefits to the customer’s representatives, would
such benefits be accepted?

— never 12.0 7.8 -4.2
— very seldom 7.0 15.7 +8.7
— sometimes 23.0 33.3 +10.3*
- often 18.0 25.5 +7.5
— almost always 8.0 4.9 -3.1
—such benefits would be accepted depen- 32.0 128 192%

ding on situation or other circumstances
In your opinion, how much public procurement in Latvia has been performed in bad
faith?

— unit weight of all procurements, % 41.0 43.0 +2.0
Do you think that public procurement in Latvia are politically influenced?

- yes 21.0 15.7 -5.3
— more ‘yes’ than ‘no’ 30.0 16.7 -13.3*
— more ‘no’ than ‘yes’ 12.0 7.8 -4.2
;;Eeiigg?ds of the significance of the pro- 33.0 573 124.8%
- no 4.0 2.0 -2.0

* Differences are statistically significant at 0.01 level (2-tailed).
Source: elaborated by the author based on the own research data.

According to the results of this research, in 2021, 57.8% of the entrepreneurs
who participated in the survey indicated, that the level of corruption in the public
procurements in Latvia is high or very high (correspondingly 48 % and 9.8%), 30.4%
of the respondents reported that the level of corruption is medium, 6.9% of the respon-
dents said that the level of corruption in the field of public procurement is low, 4.9%
of the interviewed entrepreneurs expressed the belief that corruption in this sector
does not exist.

In response to the question, if the commissioning parties always apply the principle
of equal treatment in regard to all applicants, the interviewed entrepreneurs gave the
following answers: always apply — 3.8 %, usually apply — 27.5%, apply in approxi-
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mately a half of procurements — 31.4%, usually do not apply — 25.5%, never apply
11.8%.

Only 6.9% of those respondents who reported that while participating in public
procurement they have never felt that the commissioning party has been influenced
by another applicant. Very seldom such an impression had 4.9% of the respondents,
sometimes — 51%, often — 33.3%, almost always — 3.9% of respondents.

Although 41.1% of respondents indicated that action of commissioning party
while performing public procurement never suggested that representatives of the commis-
sioning party tried to force the applicant to give a bribe to the commissioning party,
still 58.9% of respondents had such an impression (including 32.4% - very seldom;
sometimes — 25.5%, often — 1%).

Only 64.7% of entrepreneurs are not ready to offer any benefits to the commissioning
party, if such an action would allow becoming the winner of the public procurement.
Unequivocally positive response was given by 4.9% of the respondents, 2% gave answer
“more ‘yes’ than ‘no’”, 5.9% of the respondents answered “more ‘no’ than ‘yes’”,
9.8% of the respondents replied that their readiness to offer some benefit depends of
the significance of the procurement, 12.7% of the interviewed entrepreneurs indicated
that it depends from the situation or other circumstances.

When evaluating readiness of commissioning party’s representatives to receive
special benefits, 12.8% of respondents hold a view that such benefits would be accepted
depending on situation or other circumstances, 33.3% of respondents assume that
benefits would be accepted sometimes, 25.5% of the respondents consider that benefits
would be accepted often, 7.8% of respondents indicated that representatives of the
commissioning party would never accept the benefits, 4.9% of the respondents assume
that representatives of the commissioning party would accept the benefits almost
always, 15.7% of respondents hold a view that representatives of the commissioning
party would accept the benefits very seldom.

Important results have been acquired by summarizing the replies of respondents
to the question “In your opinion, how much public procurement in Latvia has been
performed in bad faith?” The weighted average evaluation shows that 43 % of public
procurement has been performed in bad faith.

98% of the respondents indicated that the sphere of public procurement in Latvia
is politically influenced. Answering the question “Do you think that public procure-
ment in Latvia are politically influenced?” 15.7% of respondents replied in the affir-
mative way; the answer “More ‘yes’ than ‘no’” was chosen by 16.7% of respondents;
the answer “It depends on the significance of the procurement” — by 57.8% of respon-
dents; the answer “More ‘no’ than ‘yes’” — by 7.8% of respondents; only 2% of
respondents expressed the belief that no political influence is exerted upon public
procurement in Latvia.

During the period under study (2012-2021) there have been practically no changes
in the number of those respondents who believe that corruption level in Latvian public
procurement is medium. If in 2012 such responses were provided by 33% of respon-
dents, then in 2021 — by 30,4%. At the same time, it should be admitted that there
is a rather rapid increase (from 43% to 57.8%) in the number of those respondents
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who believe that corruption in Latvian public procurement is high or very high.
From the data obtained in 2021 it can be seen that the said increase was due to the
respondents who in 2012 believed that the corruption in this sector was low or even
non-existent.

A very significant aspect is the fact that in 2021 none of respondents believed that
the customer’s representatives tried to extort bribes “almost always”. Obviously, in
2021 these respondents prefer the statement “never” (41.1%), or other response
variants: very seldom (32.4%), sometimes (25.5%) or often (1%). In 2021, the obtained
data shows that 93.1% of the interviewed entrepreneurs had an impression that the
commissioning party has been influenced by another applicant (81% in 2012).

A small decrease (from 44% in 2012 to 41.1% in 2021) is noted in the number of
such respondents who believe that action of commissioning party while performing
public procurement never suggested that representatives of the commissioning party
tried to force the applicant to give a bribe to the commissioning party. There remain
less and less such respondents, who believe that no political influence is exerted upon
public procurement in Latvia. During ten years this indicator has decreased from 4%
to 2%.

It is a positive fact to note that during ten years we see a considerable increase
(from 45% to 64.7%) in the numbers of such respondents who not ready to offer any
illegal benefits to the commissioning party, if such an action would allow becoming
the winner of the public procurement.

Conclusions

This study analyzed a significant problem — the corruption level and its changes
in the field of public procurement in Latvia. To solve the problem, the author has used
his own methodology, which allows to comprehensively assess the changes of the
corruption level in the sensitive sector — public procurement.

The main findings of the study are as follows: over the last ten years, the commit-
ment of entrepreneurs not to engage in corrupt transactions has increased, as well as
the distrust of entrepreneurs that other market participants will act in good faith. The
data concerning positive improvements are undoubtedly related to the changes and
innovations that took place in Latvia during this period.

Positive trends can be explained by the increase in public awareness (generational
change, social advertising, awareness of one’s rights) — these factors affect various
areas of corruption risk. It might seem that it depends on the general perception of
society: the Corruption Perceptions Index (CPI), which ranks countries by their per-
ceived levels of public sector corruption, shows that the situation in Latvia as a whole
has improved — from 49 points in 2012 to 57 points in 2020.

However, it should be noted that the author’s study did not survey the general
public, but a special group of respondents-entrepreneurs who participate in public
procurement. Accordingly, the causes of the perception of corruption here could be
deeper and more specific. In the period from 2012 to 2021, large-scale digitalization
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and centralization of the public procurement process has taken place in Latvia. The
Electronic Procurement System (EPS) currently provides four subsystems (e-orders, e-
auctions, e-tenders, e-certificates), which significantly increase transparency in public
procurement and effectively resolved old problems previously associated with the
maintenance and circulation of paper documents. It is absolutely logical that digitali-
zation also physically separates entrepreneurs and officials, which significantly reduces
the risk of bribes extort. This conclusion is confirmed by the data obtained and this
trend was expected.

Latvia demonstrates its willingness and ability to fight corruption in public procu-
rement. Regulatory improvements have been made, such as Whistleblowing Law,
which aims to promote whistleblowing on violations in public interests and ensure
the establishment and operation of whistleblowing mechanisms, and also due protection
of whistleblowers. It is also possible to name a legally binding document as the Cabinet’s
of Ministers Regulations No. 630 “Regulations Regarding the Basic Requirements
for an Internal Control System for the Prevention of Corruption and Conflict of Interest
in an Institution of a Public Person”, adopted on October 17, 2017. The recently
established Prosecution Office for Investigation of Criminal Offences Committed in
State Authority Service is already operational.

At the same time, the author’s research shows that in Latvia there is no direct
correlation between the perception of corruption in the whole society and the perception
of corruption among entrepreneurs in a separate specific public procurement sector.
The data obtained in 2021 show that 93.1% of the interviewed entrepreneurs have
the impression that the customer has been influenced by another applicant. In drawing
conclusions from these data, it should be borne in mind that this is not about specific
facts, but about a certain impression, a suspicion. Therefore, the results of innovations
created in Latvia cannot be overestimated. It must be acknowledged that the solutions
implemented in the period from 2012 to 2021 are not the most powerful.

Unfortunately, legislative initiatives have not resulted in a significant increase in
trust among entrepreneurs. According to the author, this phenomenon is mainly related
to the unbelief of entrepreneurs that the solutions offered by the state are really aimed
at improving the situation, and not only at creating such an impression. The author
of the study concludes that the most significant problem is that in 2021, only 2% of
entrepreneurs believe that public procurement in Latvia is not politically influenced.
It is in this segment that Latvia should look for solutions to improve the situation —
the close link between the political and private sectors must be broken.

Latvia is looking for and finding new solutions, such as structured publication
of data describing the performance of procurement contracts; digital tool for procu-
rement risk assessment; public procurement monitoring by means of the Integrity
Pact. However, we will only be able to assess the impact of these solutions in the
future.
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