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Abstract

Governmental funding is on a continuous decline. It is clear that
local authorities need economic self-sufficiency and autonomy.
In this context, public boards must utilize different revenue
maximizing strategies from direct taxation and their own
income. This paper attempts to investigate the extent to which a
number of factors such as organization, human resources,
legislation, cooperation and the use of information systems
influence the effectiveness of local authorities' revenue
attestation, making particular reference to the important role
that internal and external audit can play in the process. The
results of the survey can help councils of local public
organizations in their decisions regarding strategies and goals
based on the utilization of the identified factors. For the
purposes of this paper, a questionnaire was sent electronically
to all municipalities in Greece. In particular, descriptive
statistics and regression analysis were used. The results of the
regression model revealed that audit, cooperation, and human
resources variables exercise a significant positive influence on
the effectiveness of local authorities’ revenue attestation.

Keywords: Audit, Local Authorities, Board, Committee Revenue,
Greece

1. INTRODUCTION

According to Pallis (2010),

boards of
authorities, in Greece depend on decisions on state

aspect of internal audit that the directors very little
perceive is the role of the audit in accordance with
their own.

Drogalas, Alampourtsidis, and Koutoupis
(2014) mention internal Audit as an independent

local

grants at a 29% and most Mayors in the Greek
territory estimate them to be the most important
source of funding. The continuous reduced funding
of the municipalities in Greece cause an evident
shortage in their revenues. It is therefore understood
that in order for municipalities to achieve economic
self-sufficiency and autonomy, the respective boards
must find ways to maximize the revenue from direct
taxation as well as additional income sources.

Audit in public sector contributes, as an
independent and objective body, to an effective
public administration. Of course, in order to fulfil its
mission, the audit needs to evolve, and constantly
adapt and respond to efficiency (Berggren, 1987).
Regarding the role of auditors in the public sector,
Holt and Morris (1987) mention that perhaps the
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assurance function procedure aimed to add value
and improve the acts of the entity. It should
implement the evaluation procedures as Quality
Assessment Review (QAR) or main performance
indicators (Drogalas, Karagiorgos, Pazarskis, &
Vagenas, 2019). On the other hand, a corporate
board works as a safeguard for corporations and
manages day-to-day operations (Adams, Hermalin, &
Weisbach, 2010; Keasey & Wright, 1993; and
Bainbridge, 2003).

Older literature consists of studies conducted
around the world studying the internal audit’s
importance in financial stability, municipalities and
local governments - communities (Elder, Kattelus, &
Ward, 1995; Modlin, 2012). At the same time, there
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are studies related to the contribution of external
control to local authorities (Mzenzi & Gaspar, 2015)
as well as the role of the mechanisms of governance
in municipalities (De Toni, Vallone, & Guarini, 2015).
Also, previous literature (Harris, 2007; Giustiniano,
De Simone, Cicotto, & Pinna, 2016) refers to the
motivation of human factor in local bodies,
committees and public organizations.

At the same time, previous literature refers to
legislation (Fan, 2012), cooperation (Baird, Chen, &
Schoch, 2012) and the revenue system (Xu & Cui,
2011). The adoption of information technologies and
organizational culture as well as the use of
information systems are important factors in the
operation of all organizations of both private and
public sector. The literature proves that this subject
has been studied by various researchers (Melitski,
Gavin, & Gavin, 2010; Batara, Nurmandi, Warsito, &
Pribadi, 2017).

The purpose of this research is to investigate
the extent to which a number of factors, such as the
internal organization of the revenue department,
human resources, legislation, cooperation, audit and
use of information systems, affect the revenue
attestation of local authorities’ board, making
particular reference to the important role of internal
and external audit in the process.

The results of the research show that there are
three factors that positively affect the revenue
attestation by local authorities. The findings of the
research contribute to the existing but limited
literature providing evidence of the most important
factors related to the revenue attestation by local
authorities. At the same time, this research is an
incentive for local boards and committees to carry
out relevant future strategies that would include
additional factors related to the effectiveness of
revenue attestation by Public Authorities.

In the course of the present paper, the
literature review is being presented along with the
presentation of the research hypothesis. In its third
part, the selected sample, the questionnaire as well
as the methodology of research are described. The
fourth part focuses on findings deriving from the
statistical analysis. Finally, in the sixth part, the
conclusions and the proposals for further research
are being outlined.

2. LITERATURE REVIEW

The existing literature consists of research projects
conducted in the public sector, such as local
authorities, municipalities and districts in the USA
(Elder et al., 1995; Melitski et al., 2010; Modlin, 2012;
Afonso, 2013), in Asia (Xu & Cui, 2011; Fan, 2012;
Mir, Fan, & Maclean, 2017; Batara et al., 2017), in
Africa (Mzenzi & Gaspar, 2015; Olaoye, Gunleye, &
Solanke, 2018), in Oceania (Guthrie, 1992; Baird et
al.,, 2012; Goodwin, 2004) and in Europe (Almey,
Rohlickova, & McCluskey, 1998; Purcell, Coyle
Shapiro, & Kessler, 2000; Harris, 2007; Bevc &
McCluskey, 2007; Ziaee Bigdeli, de Cesare, & Kamal,
2013; De Toni et al., 2015; Giustiniano et al., 2016;
Cohen, Costanzo, & Manes-Rossi, 2017; Guga, 2018).
These research projects presented below, study the
internal audit system and its importance to financial
stability, in municipalities and local authorities -
communities. In addition, they study the
contribution of external audit in local authorities,
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the role of governance mechanisms in
municipalities, human resources and its motivation,
legislation, organization, cooperation and the use of
information systems.

At the same time, there are studies related to
the contribution of external audit in local authorities
(Mzenzi & Gaspar, 2015) as well as the role of
governance mechanisms in municipalities (De Toni
et al., 2015). Also, previous literature (Harris, 2007;
Giustiniano et al., 2016) refers to human resources
of local bodies and public organizations and their
motivation.

Elder et al. (1995) conducted research in
Michigan's municipalities in the USA and compared
the internal audit reports of financial directors with
the reports of auditors of a large regional company
with experience in government practices. The results
of the research showed that on average the
managers' reports assess their audit systems more
favourable than the auditors' reports, thus
indicating, according to the authors, that the
auditor's reports may lead to a more conservative
assessment of the system than the reports provided
by the management and that the accuracy of the
internal audit reports can be improved if the reports
are drawn up by auditors.

Organizational  culture and  technology
adoption are two of the most critical issues that
organizations face in a global society. Increasingly,
organizations operate in uncertain, networked,
decentralized environments where the adoption and
use of information technology have become
indispensable for the fulfilment of organizational
missions. The research by Melitski et al. (2010) in the
United States has found that there is a relationship
between the individual perception of organizational
culture and the individual willingness to adopt the
technology.

Also, another study in the local authorities of
North Carolina by Modlin (2012) highlights the
importance of internal audit in order to maintain
financial stability. The study examines the findings
of independent auditors that point to numerous
problems in reporting in the majority of prefectural
authorities, ranging from internal audit problems to
reconciliation issues that need to be addressed to
information users who question the viability of the
unit. At the same time, Afonso (2013), one year later,
in North Carolina, in his study found that local
authorities are becoming less dependent on property
taxes as they move towards a more volatile tax, sales
tax. These findings resulted from research
conducted in 35 municipalities, examining the
impact of local sales taxes and income instability of
the same sources, and found that the use of the
impact of taxes increases revenue volatility.

A research conducted in China by Xu and Cui
(2011), analysed China's revenue system from the
original reform and China's opening in the late
1970s, both at central and local levels. A brief
comparison shows that although central and local
revenue systems have basic similarities, such as
general dependence on tax revenue and overall
dependence on turnover and income taxes, there are
striking differences including off-budget revenues
and a high concentration of land-related revenue in
local authorities.

Moreover, a research conducted in 28 provinces
and cities in China (Fan, 2012) shows that
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respondents from the region where the economy is
less developed, and the legislative level lower are
more demanding for a performance audit, as well as
that respondents have not realized the benefits of
the audit. In 2017, Mir et al, investigating the
independence of public sector audit in China, found
that strengthening administrative accountability in
non-democratic jurisdictions through public sector
audit can in itself bring significant benefits, as it
finds that public sector audit in China operates in a
manner similar to that of internal audit. The Chinese
Court of Auditors can provide limited political and
public accountability for Chinese civil servants
indirectly by reinforcing their = managerial
responsibilities.

Batara et al. (2017) in their study examined the
correlation of technology acceptance variables with
the intention of adopting the transformation of
eGovernment as defined in four domains, namely
the use of new technology systems, the redesign of
government processes, the restructuring of the
governmental organization, and the change
organizational culture and behaviour, from the point
of view of civil servants in Indonesia and the
Philippines. Their findings show that behaviour is a
key factor in the intention of adopting the reform of
eGovernment in all four domains while the expected
performance, social influence and facilitation
conditions positively influence the intention to
adopt processes, organizational structure and
cultural and behavioural change of the state.

A recent study by Menzzi and Gaspar (2015) on
the contribution of external audit to accountability
to local authorities in Tanzania, based on external
audit reports over the past ten years as well as on
additional data gathered through interviews, shows
that external audit has contributed marginally to
improving accountability within local authorities.
The findings of the research show that external
control can enhance accountability when the scope
is expanded to provide relevant information and
recommendations to responsible employees.
Similarly, in Nigeria, Olaoye et al. (2018) research
was conducted analysing tax control and tax
productivity trends over the period ranging from
2000 to 2015. The researchers concluded that tax
control strengthens the level of productivity of the
administration tax and that any form of tax audit
tends to positively affect revenue attestation from
taxation from the government.

Already in the early 1990s, in the face of
increased political, public and professional interest
in internal and external audit in the public sector,
Australia is trying to figure out the direction of
change in developments in the field of public
sector's audit as well as the failures of audit in the
1980s. Guthrie (1992) mentions that in 1985 the
Victorian Committee on Economic and Monetary
Affairs identified, in their report, several
shortcomings in the internal audit operations in the
Victorian public sector. These include failure of
many organizations to establish an internal audit
function, limiting the scope of internal audit
coverage to financial and compliance issues and
insufficient staff resources and internal auditor
training.

Baird et al. (2012), in Australia, examined the
relationship between three organizational factors
(the use of multidimensional performance measures,
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linking with rewards and training) and three
organizational education domains (innovation, result
orientation and teamwork) with the efficiency in
management systems of 450 Australian local
authorities. The results of the research show an
important relationship between the uses of
multidimensional performance measures, the
relationship of performance and rewards, the
training and two organizational factors of education
(teamwork/respect for individuals and result
orientation) with the effectiveness of management
systems.

Finally, in other studies, the ownership
concentration variables of government ownership
and block-holders are positively related to
governance quality, but government ownership is
insignificant (Alanazi, 2019). Good auditing has a
positive effect on reducing public sector corruption.
This leads to believe that auditing organized to
certain principles has the potential to contribute to
the proper functioning of public administration with

a lower degree of corruption (Gustavson &
Sundstréom, 2018).
Goodwin (2004), in Australia, conducted

research on the comparison of internal audit in the
private and public sectors. The results of the
research show that internal audit holds a higher
position in the public sector than in private sector
entities where more than one-third of the heads of
internal auditors’ report to the head of the financial
service.

Since 1998, radical and far-reaching reform
programs have been taking place in the new
democracies of Central and Eastern Europe. Key
points of these programs are the privatization and
decentralization processes that require newly
established levels of local authorities to develop
their own sources of domestic revenue. Property tax
represents what is which, from the international
point of view, is the most important, stable source
of revenue for local authorities. Most new emerging
democracies have introduced or are in the process
of importing taxes on the value of the immovable
property (Almey et al., 1998).

Purcell et al. (2000), through a case study on
labour relations in local authorities in the
Municipality of Brent in London, systematically
assesses changes in human resource management as
the regulation of labour relations in local authorities
moves from national level to the level of local
authorities. Later, Harris (2007) studied the changing
nature of human resources” operations in three
cases in the United Kingdom and looked at how
changes in human resource performance driven by
the pursuit of efficiency and cost reduction may
affect the capacity of human resources to fulfil its
role.

Bevc and McCluskey (2007) recognized the need
for financial autonomy of local authorities in
Slovenia, which led to the imposition of a tax on real
estate. The study finds that both local authorities”
revenues and costs remain largely controlled by the
central government of the state. Ziaee Bigdeli et al.
(2013) carried out research into the adoption of
technology in the public sector, the adoption of
inter-organizational systems and the cooperation
between departments in local authorities. These
researchers concluded that there is a need to
develop a new conceptual framework that can be
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used to make decisions in relation to the exchange
of information at a local level.

The study by De Toni et al. (2015), in Italy,
showed the role of governance mechanisms in
municipal bankruptcy in relation to issues of the
audit. This research shows that the spoilage system
may favour power enforcement by politicians over
public administrators and undermine the ability to
prevent and manage the state of financial difficulty.
In the last two decades, in Europe, there has been
increased interest in motivating civil servants,
considering the ongoing international debate on the
role of public administration in economic systems
(Giustiniano et al., 2016). Furthermore, financial law
focused on control and audit, strengthen public
finances sustainability (Bostan & Dascalu, 2016).
While Ferry and Murphy (2017) argue how
Accountability, Transparency, and Public Assurance
can aid public finances during periods of austerity.

In Greece, Cohen et al. (2017) conducted a
research in four Greek municipalities in the period
2002-2012 because Greek Municipalities are
vulnerable to future shocks and especially to a
further deepening of the current economic crisis.
The results of the research showed that the
municipalities are particularly flexible and open to
social innovation and responded to the crisis
through adaptation but presented a limited internal
transformation. Nevertheless, the shock caused by
the crisis and the unprecedented reduction in
municipal budgets has caused a cultural shift
towards more prudent management and prudence.
In Albania, a study on the modernization of local
authorities, Guga (2018), concludes that Albania's
attempt to decentralize its governmental functions
has not yet produced the desired results.

3. RESEARCH HYPOTHESIS AND METHODOLOGY

From the literature review the following six research
hypotheses are formed, the study of which will
prove whether they are positive or not related to the
effectiveness of the revenue attestation by local
authorities.

H1: The effectiveness of revenue attestation is
affected by the organization of the revenue department.

H2: The effectiveness of revenue attestation is
dffected by human resources.

H3: The effectiveness of revenue attestation is
affected by the legislation.

H4: The effectiveness of revenue attestation is
dffected by the cooperation with other departments
or public entities.

H5: The effectiveness of revenue attestation is
affected by the audit.

HG6: The effectiveness of revenue attestation is
dffected by the use of information systems.

3.1. Research sample - Questionnaire

The research was conducted in the last quarter of
2018 in all municipalities of Greece and the
questionnaires were answered by the employees and
the head of the revenue department. The
questionnaires were sent by email and 83
questionnaires were finally answered. This sample
was chosen as the most suitable for issues of
revenue in public finance.

The questionnaire consists of eight (8) sections
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and includes 28 closed multiple-choice, Likert-scale
questions (five-level scale). Apart from the linear
regression, several procedures were carried out
including tests of goodness-of-it and independence,
cross-tabulation and chi-square, t-tests for mean
difference and analysis of variance (ANOVA).

3.2. Dependent and independent variables

Seven of the eight sections of the questionnaire are
the dependent and independent variables of
empirical research.

More precisely, the first independent variable is
"department organization" and is analysed in
questions 6 to 9. This variable analyses the
organization of the revenue department of the
Municipalities and examines the degree of the
separation of the duties of the personnel in the
revenue department, the recording of each position's
duties, the registration of the real estate of the
Municipality and the proper keeping of the register
of liable debtors.

The second independent variable is "human
resources", is examined in questions 10 and 11 and
analyses human resources and the training of
revenue department staff.

The third independent variable ("legislation"), is
examined in questions 12 and 13, and analyses
issues of legislative support.

The fourth independent variable (questions 14
to 17) is "cooperation" and the questions examine
the cooperation of the revenue department with the
treasury department, with other departments of the
municipality, with other public services, as well as
with the administration.

The fifth independent variable (questions 18
and 19) is "audit" and it is examined through the
questions the extent of an audit of the revenue
department from the Court of Auditors and whether
audit reports are considered by the Court of
Auditors.

The last independent variable ("use of
information systems") is examined in questions 20
and 21 and analyses the use and capabilities of
information systems used by municipalities.

Finally, the dependent variable is "the
effectiveness of revenue attestation" (questions 22-
28), examines the effectiveness of revenue
attestation from the corresponding department.

3.3. Model
Taking into consideration the above literature

review, seven variables were selected to be examined
in this research. The first is "the effectiveness of

revenue attestation”, which is the dependent
variable, and the other six are the independent
variables and are "department organization",
"human resources”, ‘"legislation", "cooperation",

"audit" and "use of information systems". Therefore,
six research hypotheses were developed for each of
the independent variables.

Linear multiple regression analysis was
performed to determine the major factors that affect
the effectiveness of revenue attestation in local
authorities. Data are presented in the following
section with descriptive statistics along with the
results obtained from the regression analysis. The
regression model and all variables used are shown
below:
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Y =bo + bix1 + b2Xx2 + b3X3 + b4x4 +b5X5 +b6X6 + ei (1)

Where:
Y - Effectiveness of revenue attestation
X1 - Department organization
X2 - Human resources
X3 - Legislation
X4 - Cooperation
X5 - Audit
X6 - Use of information systems
4. RESULTS

4.1. Descriptive statistics
4.1.1. Generally

Demographic characteristics of the respondents
regarding their age, education, the position of
responsibility in the department, years of work
experience and a number of employees in the
revenue department are shown in Table 1.

Table 1 shows the total percentage of
participants (100%), of which 57.8% is between ages
41 to 50. Regarding education, 37.3% of the
respondents have academic education and 20.5% of
them finished High School. Most respondents, i.e.
42.2% are head of the department and 41% were

respondents is between 16 and 20 years, and 21.7%
of them have 6 to 10 years of experience. Finally, the
number of employees employed in the revenue
department where the respondents work ranges for
the 36.1% of the respondents between 4 and 5 while
for 33.7% of the total sample between 2 and 3
people.

4.1.2. Internal department organization

Table 2 presents the descriptive statistics on
internal department organization given through
questions 6 to 9.

The separation of duties in the revenue
department is done "to a great extent" according to
40.96% of the respondents while 24.10% said it to be
done "to a moderate extent". Regarding job
description, 30.12% of the respondents believe that
there is a record of job description "to a great
extent" and 27.71% "to a small extent". As for the
registration of the real estate of the municipality
40.96% believes that it is done "to a moderate
extent". According to 44.58% of the sample, there is
a proper keeping of a register of liable debtors "to a
great extent" and according to 26.51% of the
respondents "to a moderate extent".

employees. The experience of 27.7% of the
Table 1. Demographics characteristics of the participants
Frequency Percentage %
31 -40 10 12.1
Age 41 - 50 48 57.8
51< 25 30.1
High school 17 20.5
Graduate of TEI (Higher Tech Education) 15 18.1
Education Graduate of AEI (Higher Education) 31 37.3
Postgraduate 18 21.7
Doctorate 2 2.4
Employee 32 41.0
Head of the department 35 42.2
Position Head of administration 12 144
Elective personnel 1 1.2
Other 1 1.2
1-5 16 19.3
Years of 6-10 18 21.7
experience 11-15 11 13.3
16 - 20 23 27.7
21 < 15 18.0
Number of 1 6 7.2
employees in 2-3 28 33.7
the revenue 4-5 30 36.1
department 6 < 19 22.9
Table 2. Answers on internal department organization
Questions 1 2 3 4 5
6) To what extent is there the separation of duties in the 8 15 20 34 6
revenue department? 9.64% | 18.07% | 24.10% | 40.96% | 7.23%
7) To what extent is there a record of the job description in the 11 23 18 25 6
revenue department? 13.25% | 27.71% | 21.69% | 30.12% | 7.23%
8) To what extent is there a registration of the real estate of the 2 20 34 20 7
Municipality? 2.41% | 24.10% | 40.96% | 24.10% | 8.43%
9) To what extent is there a proper keeping of the register of 1 8 22 37 15
liable debtors? 1.20% 9.64% | 26.51% | 44.58% | 18.07%

VIRTUS

”»
NTERPRESS

@



Corporate Board: Role, Duties &I Composition / Volume 15, Issue 2, 2019

to 45.78% of the respondents and "to a great extent"
according to 21.69% of them. According to 33.74% of
the respondents, the number of employees of the
revenue department is sufficient "to a small extent”
but according to 30.12%, it is "not at all" sufficient.

4.1.3. Human resources

Table 3 presents the descriptive statistics on human
resources given through questions 10 and 11. The
employees of the revenue department participate in
relevant seminars "to a moderate extent" according

Table 3. Answers on human resources

Questions 1 2 3 4 5
10) To what extent do the employees of the revenues department 11 16 38 18 0
participate in relevant seminars? 13.25% | 19.28% | 45.78% | 21.69% | 0.00%
11) To what extent is the number of employees in the revenue 25 28 21 9 0
department sufficient? 30.12% | 33.74% | 25.30% | 10.84% | 0.00%

to 36.15% of the respondents and "to a small extent
according to 22.89% of them. Regarding the extent of
legal support in revenues 28.91% said that it is

4.1.4. Legislation

Table 4 presents the descriptive statistics on

legislation given through questions 12 and 13. offered "to a small extent” and 24.1% of the
Changes in legislation are directly forwarded to ~ respondents "to a moderate extent".
the revenue department "to a great extent" according
Table 4. Answers on legislation
Questions 1 2 3 4 5
12) To what extent changes in legislation are directly forwarded 5 19 15 30 14
to the revenue department? 6.02% | 22.89% | 18.07% | 36.15% | 16.87%
. . 18 24 20 18 3
?
13) To what extent is there legal support concerning revenues? 21.69% | 28.91% | 24.10% | 21.69% | 3.61%

cooperation of the department of the respondents
with other departments given through questions 14
to 17.

4.1.5. Cooperation
Table 5 presents the descriptive statistics on the

Table 5. Answers on department cooperation

Questions 1 2 3 4 5
14) To what extent is there cooperation between the revenue 0 4 9 41 29
department and the treasury department? 0.00% | 4.82% | 10.84% | 49.40% | 34.94%
15) To what extent is there cooperation of the revenue 1 9 25 46 2
department with other departments of the municipality? 1.20% | 10.84% | 30.12% | 55.43% | 2.41%
16) To what extent is there cooperation of the revenue 3 17 21 38 4
gepartment_w_lth other pubhc_serwces (Tax Office, Information 3.61% | 20.48% | 25.30% | 45.79% | 4.82%

entre of Ministry of Economics etc.)?

17) To what extent is there cooperation of the revenue 5 10 32 28 8
department with the administration? 6.02% | 12.05% | 38.55% | 33.74% | 9.64%

Almost half of the sample examined, 49.40%,
answered that there is the cooperation of the
revenue department with the treasury department
"to a great extent" and 34.94% "very much".
Regarding the cooperation of the revenue
department with other departments of the
municipality, 55.43% thinks that it is done "to a great
extent" and 30.12% "to a moderate extent". The
cooperation of the revenue department with other
public services, like for example the Tax Office, is
done according to 45.79% of the sample "to a great
extent" and according to 25.30% of the sample "to a

moderate extent'. Finally, the cooperation of the
revenue department with the administration is done
"to a moderate extent" and according to 33.74% "to a
great extent".

4.1.6. Audit
Table 6 presents the descriptive statistics on an

audit by the Court of Auditors given through
questions 18 and 19.

Table 6. Answers on audit

Questions 1 2 3 4 5
18) To what extent is the audit of revenues by the Court of 12 16 27 21 7
Auditors updated? 14.46% | 19.28% | 32.53% | 25.30% | 8.43%
19) To what extent are taken into consideration and applied the 6 6 17 33 21
recommendations of the reports of the Court of Auditors? 7.23% 7.23% | 20.48% | 39.76% | 25.30%
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The audit of revenues by the Court of Auditors
is updated "to a moderate extent" according to
32.53% of the respondents and "to a great extent"
according to 25.3%. Recommendations of the reports
of the Court of Auditors are taken into consideration
and applied "to a great extent" according to 39.76%
of the sample and "very much according to 25.30%.

4.1.7. Use of information systems

Table 7 presents the descriptive statistics on the use
of information systems given through questions 20
and 21.

Table 7. Answers on the use of information systems

Questions 1 2 3 4 5
20) To what extent has there been a good use of the 0 6 17 44 16
possibilities of the information systems? 0.00% 7.23% 20.48% 53.01% 19.28%
21) To what extent are the information systems you use 4 6 21 46 6
covering the needs of the department? 4.82% 7.23% 25.30% 55.42% 7.23%

It is made good use of the information systems
used in the revenue department "to a great extent"
according to 53.01% of the respondents and "to a
moderate extent" according to 20.48%. Moreover, the
information systems in use are covering the needs of
the department "to a great extent" according to
55.42% and "to a moderate extent" according to
25.30%.

4.1.8. Revenue attestation

Table 8 presents the descriptive statistics on
revenue attestation given through questions 22 to
28.

As far as revenue attestation is concerned,
28.92% said that the attestation of real-estate tax of
non-electrified properties is "to a great extent"
updated and 26.51% "to a moderate extent". The

attestation of unpaid municipal fees and taxes is
according to 48.19% updated "to a great extent" and
according to 24.10% "to a moderate extent"'. At the
same time, 40.96% of the respondents believe that
the attestation of fees on the gross income of
traders is updated "to a great extent" and 26.51% "to
a moderate extent". Concerning the attestation of
fines deriving from the road traffic code, 51.81%
answered that is done "to a great extent". Moreover,
34.94% of the respondents believe that the
attestation of revenues from cemeteries is updated
"to a great extent" while 27.71% "to a moderate
extent". The attestation of fees for the use of
communal spaces is according to 46.99% updated "to
a great extent". Finally, 44.58% and 30.12% answered
that the attestation of revenue for property rentals
is updated "to a great extent" and "very much"
respectively.

Table 8. Answers on revenue attestation

Questions 1 2 3 4 5
22) To what extent has there been an update of the
attestation of real estate tax of non-electrified 11 21 22 24 >
. 13.25% 25.30% 26.51% 28.92% 6.02%
properties?
23) To what extent has there been an update of the 5 10 20 40 8
attestation of unpaid municipal fees and taxes? 6.02% 12.05% 24.10% 48.19% 9.64%
24) To what extent has there been an update of the 4 12 22 34 11
attestation of fees on the gross income of traders? 4.82% 14.46% 26.51% 40.96% 13.25%
25) To what extent has there been an update of the 3 7 14 43 16
attestation of fines deriving from the road traffic code? 3.61% 8.43% 16.87% 51.81% 19.28%
26) To what extent is has there been an update of the 14 8 23 29 9
attestation of revenues from cemeteries? 16.87% 9.64% 27.71% 34.94% 10.84%
27) To what extent has there been an update of the 8 9 13 39 14
attestation of fees for the use of communal spaces? 9.64% 10.84% 15.66% 46.99% 16.87%
28) To what extent has there been an update of the 0 6 15 37 25
attestation of revenue for property rentals? 0.00% 7.23% 18.07% 44.58% 30.12%
4.2. Reliability test and regression Table 9. Reliability test
4.2.1. Reliability test i Cronbach's
.<. 4. )kefaputy res Variables
. . Alpha
To test the reliability of the questions of dependent Y (Effectiveness of revenue qttestanon) 0.83
. . . ' X1 (Department organization) 0.65
and independent variables we will use Cronbach's
. e X2 (Human resources) 0.62
alpha. Kline (1999) noted that the area indicating ——
1 . X3 (Legislation) 0.66
good reliability ranged in values around and above :
. . X4 (Cooperation) 0.78
0.7 (and in particular from 0.65 to 0.84). The -
"Cronbach's alpha” value for th le of tion X5 (Usefulness of audit) 0.77
onbach's alpha value 10 € scale of questions X6 (Use of information systems) 0.78

relating to the dependent variable (Y), i.e. the
effectiveness of the revenue attestation in local
authorities is 0.832. This means that this scale of
questions is sufficiently reliable.
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The results showed that all the sub-scales of
the independent variables derived from the averages
of the corresponding questions have high reliability
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with values ranging around 0.7. Also, on a reliable
scale, all data should be associated with the sub-
scale to consistently reflect its structure. We
checked whether the questions for each of the sub-
scales had a correlation of more than 0.3, and we
saw that all correlations in all sub-scales were over
r> 0.3. The following table shows the results.

4.2.2. Multiple linear regression analysis

Table 10 shows the Summary of the model with R* =
0,428, showing that the independent variables
explain 42% of fluctuation of the efficiency of
revenue attestation and that the remaining 58% is
due to other unexplained factors that have not been
included in the regression.

Table 10. Model summary

Model summary

Adjusted R | Std. Error of
Model| R | R Square Square the Estimate
1 ,654¢ ,428 ,382 ,59911

In the analysis of variance (ANOVA) (Table 11),
the assay of the statistical significance of R* is
carried out and is 0.000 <0.05, that means that it is
checked if it has a linear relation with at least one of
the independent variables. In this model, it appears
that there is a linear relationship and therefore the
dependent variable has a linear relation with at least
one of the independent variables.

Table 11. ANOVA-analysis of variance

ANOVA*
Sum of Mean .
Model Squares daf Square F Sig.
Regression 20,370 6 |3,395 (9,459 | ,000"
1 Residual 27,279 | 76 | ,359
Total 47,649 | 82
From the verification of the statistical

significance of the coefficients (Table 12) it follows
that the variables that have significance Sig. = p-
value < 0.05 and consequently have a significant
positive effect on the model, is "cooperation" (t =
2.06, p < 0.05), "audit" (t = 3.46, p <0.01) and "human
resources" (t = 1.85, p <0.10). On the other hand,
"department organization" (t 0.83, p> 0.05),
"legislation” (t -1.03, p> 0.05) and "use of
information systems" (t = 0.83 45 p> 0.05) do not
have a significant effect on the model, that is to the
determination of the effectiveness of revenue
attestation.

Table 12 demonstrates that a change in the
independent variable’s standard values could alter
the number of deviations. Standardized values are
directly comparable and therefore provide a better
picture of the importance of the independent
variable in the model. Thus, the first variable that
can be interpreted is the variable of "audit" (Beta =
0,385), second is "cooperation" (Beta = 0,253) and
third is "human resources" (beta = 0,135).

Finally, multicollinearity (VIF) is not a problem
for any of the independent variables (i.e. the model
does mnot give unnecessary and redundant
information through the 'repetition" of some
variables - "weak" variables), as in all cases were less
than 5 (Bowerman & O’Connell, 1990).

Table 12. Multiple regression analysis results on the effectiveness of revenue attestation

Coefficients®
Model Unstandardized Coefficients Sg’;%:g;ﬁff ¢ Sig.
B Std. Error Beta

(Constant) ,933 ,404 2,311 ,024
Department organization ,098 ,118 ,094 ,832 ,408
Human resources , 145 ,L108 ,135 1,853 ,089

1| Legislation -,081 ,079 -,109 -1,033 ,305
Cooperation 277 ,134 ,253 2,066 ,042
Audit ,280 ,081 ,385 3,465 ,001
Use of information systems ,046 ,102 ,048 452 ,653

Note: a. Dependent Variable: Revenue attestation

5. DISCUSSION

Regarding the cooperation between the revenue
department and other departments, there is close
cooperation with the municipal treasury department,
but their cooperation with other public services and
with their own administration is difficult. The
results of the audit of revenue attestation by the
Court of Auditors have shown that when the audit is
taking place the recommendations of the audit
reports are largely applied.

The effects of regression analysis have shown
that the variables that have a significant positive
effect are "audit", "cooperation” and "human
resources’, while the other three, "department
organization", "legislation" and "use of information
systems", do not have that positive effect. Therefore,
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municipalities will improve their financial position
and achieve an increase in the effectiveness of the
revenue attestation if they focus as much as possible
on improving the variables that have a positive
effect. In addition, the independent variables explain
42% of fluctuation of the efficiency of revenue
attestation and the remaining 58% is due to other
unexplained factors not included in the regression.
Further research is required in order to better
understand the unexplained factors affecting the
results. It could be assumed that they could be
found in issues related to the country by country
differences or in respective socioeconomic factors.
Furthermore, we could enter periodic factors
regarding cases of fiscal depressions and social or
psychological interferences in the responders.
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6. CONCLUSIONS

The present research investigated the extent to
which a number of factors such as the organization
of the revenue department, human resources,
legislation, cooperation, audit and wuse of
information systems affect the effectiveness of
revenue attestation by local authorities. Regarding
the internal organization of the revenue department
of the municipalities, we conclude that there are
several shortcomings in the separation of the duties
of the employees, in the job description and in the
recording of the real estate of the municipality. On
the other hand, the registry of debtors is considered
relatively satisfactory. Employees in the revenue
department of municipalities do not participate in
training seminars on their work subject. Changes in
legislation are forwarded to the departments to a
satisfactory extent, while the possibility for legal
support for employees in the revenue departments
of municipalities is almost non-existent. Findings on
the use of information systems have shown that
municipal revenue departments make extensive use
of the opportunities that information systems
provide to them and that they largely cover the

6.1. Limitations

There are some limitations in our research, which
should be taken into account when interpreting our
results. Initially, as the regression model
demonstrates, there are other factors that can be
important and affect the effectiveness of revenue
attestation. Moreover, it should be noted that
although the research was carried out nationwide, it
is based on a limited sample.

6.2. Implications

The findings urge employees in the revenue
department of municipalities to participate in
training seminars on their work subject.
Furthermore, it highlights the necessity of
municipalities to take action and support legally
their employees.

6.3. Future research

Finally, a proposal for further research could be
based on a larger sample that will include other
factors that may affect the effectiveness of revenue

attestation by local authorities.

needs of the departments.
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