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Abstract

Proper public management is not possible without the existence of internal control mechanisms that ensure
reliability of the information for decision making. In Spanish local government this involves overcoming certain
weaknesses detected for the internal control and audit function. Based on some of the results obtained by the
authors through a survey over Spanish local government internal and external auditors, this work confirms the
existence of consensus regarding the need to design and implement internal control mechanisms that assure
reliable and useful information on performance and results. Upon this scenery, the paper puts forward a proposal
for the development of the internal control, using the case of Homecare Services as a model. This system pursues
to provide a useful tool for public managers, contributing to reduce the effects of the financial context over
performance, as well as to facilitate cooperation with external audit.

Keywords: Spanish local government, social care services, survey, internal control system, performance
indicators

1. Introduction: Background and Approach to the Research Problem

The relationship between performance measurement and management improvement is a matter of interest in the
field of public services (Kravchuk et al., 1996; Helgason, 1997; Rubenstein, 2003).In Spain, the autonomy of
local government contrasts with systems in other more centralized countries, such as the UK, where performance
measures play a clearly defined role in national evaluation and control. The study of Torres et al (2011) found out
that Spanish local governments are, at present, experimenting with different approaches to implementing
performance measurement systems, influenced by their environmental context and the lack of a central
government top-down approach. Progress is being made in this regard and a stronger approach to internal control
and performance audits is observed (Garcia, 2007; Conferencia de Presidentes de los OrganosAutondmicos de
Control Externo, 2006; Torres, 2002).

Although there is still a long way to go, the development of the strategic administration in Spanish public sector
has meant a greater focus on internal control systems. In particular, there is an interest for extending the practice
of performance or value for money audits, as well as for complementing the traditional budgetary and accounting
techniques with new reporting tools, such as performance indicators (Garcia, 2007).

The presented work delves into the analysis of the processes of control and outcomes measurement. Applied to
an entity, the internal control system is an integral process designed to address risks and provide reasonable
assurance that, in pursuit of the entity’s mission, the following general objectives are being achieved: executing
orderly, ethical, economical, efficient and effective operations, fulfilling accountability obligations, complying
with applicable laws and regulations and safeguarding resources against loss, misuse and damage (INTOSAI,
2004). This definition is comprehensive of the one issued by the Committee of Sponsoring Organizations of the
Treadway Commission, COSO Report (Coopers & Lybrand, 1997).

Internal control is also defined by the Spanish Technical Standards on Auditing (ICAC, 1991, standard 2.4.3) as
the system comprising the organization plan and the set of methods and procedures that ensure that assets are
properly protected, that the accounting records are reliable and the activity of the entity develops effectively and
meets the guidelines set by the management. In order to reach its objectives, the internal control system uses a
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set of means, in particular: plans and programs, organization, methods and procedures and other mechanisms of
control. To this, it should be added the system of internal audit, as a tool of revision (Christensen & Yoshimi,
2003).

Management control involves, ultimately, the set of activities that integrate both the control and the planning
process. It requires the design and implementation of a coherent set of indicators that facilitates the control of
critical activities (Navarro, Ortiz & Lopez, 2008). The evaluation, for its part, constitutes the final stage of the
control process and consists of studying the most significant deviations to detect its causes and responsible, and
also, to identify and select the possible alternatives that could correct these deviations, evaluating actions
associated with each one of them (Byars, 1984).

The aims and components of the internal control system referred to are perfectly valid for local government in
general, and for the department or area of social care services, in particular, given that the controls must be
implemented in the various divisions, departments and bodies of the Authority (Barquero, 2008; Pallot, 2001).

In Spain, the Ley Reguladora de Bases de Régimen Local (LRBRL, 1985), in its article 136, sets out that the
administrative body responsible for the inspection and the internal control of the financial and budgetary
management in local government is the General Auditor —Intervencion General- of each entity, which will
develop this feature in its triple meaning: intervening, financial control and audit of efficacy or effectiveness. For
its part, the TextoRefundido de la Ley de Reforma de Haciendas Locales (TRLRHL, 2004) provides the content
and scope of such competencies.

The intervening function constitutes an internal control of legality and probity. This paper is not concerned with
the analysis of this function and the problems that it presents in the Spanish local public arena, being the works
of Biosca (2010) or Lazo (2008) available for consulting, among others. On the opposite, this paper leads to the
study, within the internal auditor feature, of what Spanish regulations name “control of efficacy or
effectiveness”, as well as its connection with the so-called “financial control”.

With regard to the former, the local government’s internal auditor must carry out an effectiveness inspection
which “shall be directed to check periodically the degree of fulfillment of the objectives, as well as the analysis
of the cost of the activity and the performance of the services or investments” (article 221 of the TRLRHL).

On the other hand, as regards “financial control”, it shall be directed to test the financial aspect of the local
authorities’ services, to inform about the adequate presentation of financial information, the compliance with the
applying standards and guidelines, and the degree of efficiency and effectiveness in the achievement of the
preset objectives. It shall be performed by audit procedures, in accordance with the public sector auditing
standards, and its conclusions and observations will be gathered in a written report. The reports, together with
the allegations made by the audited body, will be sent to the Full Board Council for consideration (article 220 of
the TRLRHL).

The doctrine coincides in the lack of clarity in the Spanish legislation to define the content and scope of the
financial and efficacy -or effectiveness- controls in local government. In the opinion of Gonzalez (2008), the
financial control is more related to financial audit, whereas surveillance of economic rationality and the results of
performance is part of what the law calls effectiveness control.

Therefore, the exercise of an efficacy control by the internal auditor remains fundamental for management to adopt
a focus for improvement. Unfortunately, there is not a set of procedures or a code of practice for its realization, and
the Auditing Standards for the Public Sector to which Spanish legislation refers are insufficient to assure its
practice, which leaves value for money inspection at the internal auditor’s discretion (Vifias, 2003).

On the other hand, and leaving aside the distinction between the different types of control, there is an agreement
about the importance for the internal control to be independent to prevent irregular performances and fraudulent
handling of public resources, acting as a guarantee. In Spain, the lack of a homogeneous development of the
statutory content of the roles and responsibilities attributed to the internal auditors, which separates their functions
clearly from management, along with the legal gaps in matters such as the means at their disposal or the guarantees
for their work, have as a result a limited impact of local government’s internal control system. Often, the
dependency of the internal auditor from the inspected body, on key elements such as part of their retributions,
makes the quality and content of their work biased and undermined in its practical scope(Biosca, 2010).

Another question of relevance is related to the demand of a greater coordination between internal and external
systems over local government. In this area, both LRBRL and TRLRHL (art. 115 y 223, respectively), point out
that external control of the accounts and financial management of local authorities corresponds to the Court of
Audit and, to some extent, to regional audit bodies. Together, the Audit of Court and the regional external audit
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bodies are called OCEX —Organismos de Control Externo-. Even though the budget regulations explicitly
include value for money controls as part of the obligations and powers of the OCEX, and there exists a broad
consensus on its appropriateness and need, in Spain it has dominated financial regularity and legality audit,
performance inspection being still a challenge for OCEX, even more in local government.

Taking into account the above mentioned, collaboration and coordination between internal and external controls
is considered as an effective mechanism for achieving a proper and comprehensive review of local management
(Vidias, 2002). Besides, according to the rules governing the audit function, the review of the internal control
system is compulsory for the auditor, should this examination act as a base for the decision on the approach to
audit to take.In order to contribute to this purpose, the accounting system of the entity must be able to provide
sufficient information as to the performance developed.

On the other hand, evolution of socio-demographic trends in Spain suggests there will be a significant growth of
the demand for care services in the medium and long term (Diez, 1999; Gutiérrez, 2007). At the same time, the
current economic situation creates the need to allocate greater resources to care services to cover emergency
needs (Fernandez et al., 2008). These factors, together with the complexities inherent to this branch of social
welfare, make social services an interesting area of research, where public management must be subjected to
far-reaching reforms. This paper is concerned with public management of social care services in Spanish local
government.

Spanish local government is responsible for the provision of social care services, mainly primary care, when its
population exceeds 20,000 inhabitants. At the same time, the competence in this matter lies with the
correspondent Regional Government. In practice, many functions of regional responsibility are carried out with
the cooperation of local authorities, which see how the volume of its activities and services are increased without
a proportional increase of resources from the rest of the administrations. The existing funding model has been
criticized for being unfair and for causing a permanent financial tension. There is a lack of correspondence
between the financial instruments available, the potential revenue that can be generated and the volume of
services provided (El Defensor del Pueblo del Pais Vasco, 2010).

The trends and reforms undertaken in UE countries in the field of social services have been analysed by
Antonnen and Sipila (1996), Casado and Fantova (2007) and, with a more general approach, by
Esping-Andersen (1990). In Spain, many are the authors who have studied the management process of social
services in local government (Kelley, 1984; Fantova, 2008; Garau, 2005; Garcia, 2005; Setién & Sacanell, 2003;
Subirats, 2007; FEMP, 2009).

The Spanish Association of Social Services Directors (2007) recommends issuing information on performance
and results in the field of social care and making it available to the public. Similarly, the Spanish Federation of
Municipalities and Provinces (FEMP, 2009) considers that the implantation of mechanisms for performance
evaluation and measurement within local government contributes to enhance citizen’s perception on public social
services. This approach shows a strong link between performance measurement, value for money control,
transparency and accountability (Boyne et al., 2002; Birkett, 1988; Brugue, 1996; Zafirovski, 2001).

Therefore, the future strategy of the Spanish public social services must address some challenges, being urgent
the adoption of measures to maintain planned investments and services’ quality. It is necessary to manage public
expenditure in a more rigorous way, to review priorities, to streamline processes and optimize the use of
resources. Ultimately, it is vital to examine the public offer through a cost-benefit analysis. In this regard, the
implementation of internal and external control mechanisms can contribute to value for money improvement.

This research builds on the assumption that the problems affecting local government as a social services manager
can be overcome through the application of reporting and control mechanisms. In particular, this paper highlights
the benefits of implementing an effective control system within the management processes of social services.

2. Goal and Objectives

Considering the limitations exposed as to the current situation of the internal control in the Spanish local
government, this paper aims to highlight the urgent need of reinforcing the role of internal auditors within
Spanish local government, as regards the reporting on management and results. This is coupled with the need to
clarify the hierarchical independence of this figure. The independence of internal auditors to exercise the internal
control must be guaranteed in the imminent reform of Spanish local government. Therefore, a first objective of
the study is to show the opinion of those responsible for the control of performance in Spanish local government,
statutory internal and external auditors. Collaboration between them is considered key for the effectiveness of
the control system. The convenience of introducing changes to empower their functions and the advantages of
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using reporting and control mechanisms are some of the matters addressed. In particular, performance indicators
and self-assessments at public services’ level are put forward as levers for improvement and cooperation between
internal and external controllers.

On the other hand, growing on the high consensus detected through the empirical analysis, the paper offers a
practical application of the theoretical issues analysed. To this end, a proposal for the design of an Internal
Control System is applied to social services. It gives away a general guide including the planning function and
the organization and procedures from where an information system is built. On those foundations, it proposes a
set of control mechanisms crystallized in performance indicators, making up a balanced scorecard. The intention
of this is to provide a useful tool for public managers, as well as to facilitate the cooperation with external
control and raise transparency.

Homecare Services have been selected for this practical application, although the intent of the authors is to make
the proposal extended to other social services. This selection is founded on its consideration as a basic and
essential service within the Spanish public offer, together with its uniform implementation throughout the
national territory (Note 1).

This practical application to Homecare Services attempts to provide a useful tool for public managers that
facilitate cooperation with external control mechanisms. At the same time, it intends to help reducing the
dramatic effects that the current financial situation is causing in the management of care services and other local
public services (Note 2). This kind of practical application has been barely developed in Spanish public services
and social care. The authors consider that public managers and auditors must be endowed with instruments to
measure and report on performance in order to raise value for money and transparency.

3. Methodology

A number of hypotheses might derive from the research undertaken. In particular, regarding the limitations
identified for the internal control function, the following two arise:

Hypothesis 1: It is necessary to define and clarify the responsibilities of the internal control function with regard
to the generation of information on performance, as well as its hierarchical dependency within the entity.

Hypothesis 2: The internal auditor must review the information generated on the management and the results of
public services’ provision.

Besides, with the aim of supporting our proposal for an internal control system, another two hypotheses are put
forward:

Hypothesis 3: Local government should undertake self-evaluations on its performance and results, contributing
to assist in the work of external auditing.

Hypothesis 4: Local government should, through its internal control system, put in place compulsory indicators
of economy, effectiveness and efficiency for each service.

In order to verify these hypotheses, the authors carried out an online survey in Spain, aimed at internal auditors -
General Auditors (Intervencion General) and external auditors (OCEX) in Spanish local government. As
mentioned before, these two groups are responsible for internal and external control both in terms of legality and
performance, in accordance with Spanish local government regulations. The consideration of their opinion and
their different views is core to understanding the impact of control processes over the outcomes studied.
Regarding internal auditors, it is also of relevance to investigate the differences in opinion depending on the
town administrated by the council to which the internal auditor belongs. The size of the town (number of
inhabitants) is associated with the size of the local authority and the volume of resources available for control.
This might mean different internal control systems depending on the size of the council.

The data collection period was April 2011 to January 2012. Prior to its launch, a pre-test was applied and the
online platform used was validated by a group of experts from the faculty to which the authors are attached.

3.1 Population and Sample

In the case of internal auditors, the population considered was made up of those discharging their functions in
Spanish municipalities from 20,000 inhabitants onwards. The establishment of a bottom limit at the level of
20,000 inhabitants is founded on the fact that that is the size determined by Spanish local regulations (LRBRL,
art. 26) from which councils have to deliver social services in a compulsory way. At the same time, the authors
considered that councils under that size would not have enough resources to accomplish an effective internal
control on their performance, at least on the terms required by Spanish Law.
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As previously explained, the size of the population of internal auditors was determined by the number of Spanish
councils exceeding 20,000 inhabitants, which amounted to 387 in 2010 (National Institute of statistics, INE). On
the other hand it must be taken into account that this population was comprehensive of a wide variety of sizes in
terms of inhabitants or population covered. The number of inhabitants is related to the volume of budget and
resources available. This fact suggested dividing the population into different strata (see table 1), on an attempt
to obtain more homogenous groups. Besides, this division by strata would allow exploring the diversity of
perceptions of internal auditors belonging to councils of different size.

With regard to the sampling, due to the strata division commented, the technique of stratified sampling has been
applied. A stratified sample is a probability sampling technique in which the researcher divides the entire target
population into different subgroups, or strata, and then randomly selects the final subjects proportionally from
the different strata. This type of sampling is used when the researcher wants to highlight specific subgroups
within the population (Garcia, 2005, pag. 7). For Sanchez Crespo (1976) this methodology is associated to a
number of advantages such as gaining precision and keeping an equal probability of election for all units within
the universe. According to it, the sample of internal auditors must reach the following levels in each stratum to
be representative.

Table 1. Population and sample of internal auditors applying stratified sampling (No. of councils)

20,001-30,000  30,001-50,000 50,001-100,000 100,001-500,000 Over 500,000 TOTAL

Population 144 98 83 56 6 387
Weigh of the strata 0,37 0,25 0,21 0,14 0,02 1,00
Samplerequired 53 24 18 8 1 104

After data collection, 109 responses from internal auditors were gathered (28.1% of the population as a whole,
representing 30 provinces out of the 50 existing). This sample was distributed by the defined strata as shown in
table 2.

Table 2. Sample of internal auditors distributed by the defined strata

Strata Sample (%) No. respondents
20,001-30,000 inhabitants 48.6% 53
30,001-50,000 inhabitants 22.0% 24
50,001-100,000 inhabitants 17.4% 19
100,001-500,000 inhabitants 7.3% 8

Over 500,000 inhabitants 4.6% 5

The number of respondents for the collective “internal auditors” abides by the stratified sampling requirements
explained in table 2, allowing us to consider it representative.

With regard to external auditors or OCEX members, the population is determined by the number of Statutory
OCEX in Spain, which amounted to 14 at the end of 2011. The sampling was not probabilistic and conditioned
by the possibility to contact and gain access to the opinions of the OCEX members. After data collection,
responses from 15 OCEX members were obtained, representing six different OCEX (46%) (see table 3).

Table 3. Members of OCEX sample

OCEX
Camara de Cuentas de Andalucia

Sindicatura de Cuentas de Castilla-La Mancha
Sindicatura de Cuentas de Catalufia
Sindicatura de Comptes de les IllesBalears
Camara de Comptos de Navarra

Tribunal Vasco de Cuentas Publicas

3.2 Variables Identified

The nominal variable “opinion” measures the level of acceptance of the respondents regarding the matters
questioned. This variable adopted a likert scale from 0 to 4; “1” meaning total agreement; “2”, agreement; “3”,
disagreement; “4”, total disagreement; and “0”, don’t know/not answer.

Another nominal variable is the “collective” to which the respondent belongs. This may adopt two possible
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values “1” (internal auditors) and “2” (external auditors).

Finally, a third nominal variable can be identified: the “size of the council”, which adopts values ranging from
“1” (20,001-30,000 inhabitants), “2” (30,001-50,000), “3” (50,001-100,000), “4” (100,001-500,000) to “5” (over
500,000).

3.3 Statisticals Applied

The nature of the variables, qualitative and expressed in a nominal scale, suggested the application of
non-parametric tests (Santos et al., 1999). The selection of a particular test depends on several factors, mainly
the number of and the relationship between the samples. Considering this, the data collected was graphically
represented through contingency tables (Vicéns & Medina, 2005). These tables give away the opinions of both
collectives as to each question, broken down into strata for the case of internal auditors.

Chi Square test was used to find out about the existence of independence between variables “collective” and
“opinion”. Besides, the size of the sample (under 150) recommended applying Correction for Continuity of Yates
to the Chi Square statistical (Pérez, 2003). Independency is discarded when the asymptotic significance is under
0.05, for a confidence level of 95%.

Also, association coefficients C of Contingency and V of Cramer were calculated to assess the strength of the
dependency between these two variables, but only for the case that Chi Square and Correction for Continuity of
Yates were statistically significant (Note 3).

Finally, for the sample of internal auditors, Kruskall-Wallis H test was carried out to analyze the independence
between the variables “size of the council” and “opinion”. This non-parametric test is indicated to compare more
than two independent subsamples (the five possible values for the variable “size of the council”). Its
interpretation will depend on the statistical Chi Squared; for values under 0.05, the hypothesis on equality of the
population means will be not accepted.

The results of this questionnaire and the verification of the hypotheses will be addressed in the next section.

As regards the methodology followed for the practical application to homecare services of an internal control
system, it consisted of a qualitative analysis (Coffey & Atkinson, 2004; Morse, 2005; Hesse — Biber & Leavy,
20006) of the existing regulations on social services at the national, regional and local level in Spain. At the
Statelevel, Homecare Services delivery is affected by the national pact called Plan Concertado de Prestaciones
Basicas en las Corporaciones Locales (1988), and the Ley de Promocion de la Autonomia Personal y Atencion a
las Personas en Situacion de Dependencia (2006). However, given the constitutional competence of the
autonomous communities in social care, the main legislative sources are the regional social services laws and
their regulatory developments. At the same time, Homecare Services provision is a delegated power to local
government where its population exceeds 20,000 residents, which means local level regulations applying to its
delivery. The similarities found among normative and planning and organization documents consulted, allowed
us to take the particular case of Castilla - La Mancha Autonomous Community as representative of the whole
country as regards homecare services delivery.

4. Analysis of the Results Obtained

For the verification of the first of the raised hypotheses, the following question was included in the
questionnaires:

Within local government, is it necessary to define and clarify the responsibilities of the internal control function
with regard to the generation of information on performance and results, as well as its hierarchical dependency?

As reflected in table 4, the results allow us to confirm this hypothesis, given that more than 90% in all groups are
in favor of a better definition for the internal control functions. In addition, 100% of the internal auditors,
belonging to municipalities of more than 50,000 inhabitants, expressed prone to such a measure.

Table 4. Contingency table related to hypothesis 1

Totally agree Agree Disagree DK/NA Total
20,000-30,000 pop. 38.64% (17) 52.27% (23) 6.82% (3) 2.27% (1) 100.00% (44)
30,001-50,000pop. 50.00% (11) 40.91% (9) 9.09% (2) 0.00% (0) 100.00% (22)
50,001-100,000 pop. 56.25% (9) 43.75% (7) 0.00% (0) 0.00% (0) 100.00% (16)
100,001-500,000 pop. 37.50% (3) 62.50% (5) 0.00% (0) 0.00% (0) 100.00% (8)
>500,000 pop. 40.00% (2) 60.00% (3) 0.00% (0) 0.00% (0) 100.00% (5)
OCEX 38.46% (5) 53.85% (7) 7.69% (1) 0.00% (0) 100.00% (13)

Source: personal elaboration.
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When going deeper into the data, it can be observed that auditors and members of the OCEX are not different, in
general, in their views to this idea. Independence between both factors is confirmed Ji-squared by Pearson
(p-value 0.74) and Correction for Continuity by Yates (p-value 1).

On the other hand, if we consider solely the collective of internal auditors, Kruskal-Wallis H Test (p-value 0.69)
reveals not significative, meaning that there are not differences in opinion to this subject between the samples for
each of the five defined population strata.

As far as the second hypothesis is concerned, its contras used the next question within the questionnaires:

Should the review of the information generated on performance and results figure among the functions of the
internal auditor?

Table no. 5 exposes the answers gathered by the surveys,showing a high level of support that exceeds 80% in all
groups.

Table 5. Contingency table related to hypothesis 2

Totally agree Agree Disagree Totally disagree DK/NA Total
20,000-30,000 pop. 42.86% (15) 45.71% (16)  8.57% (3) 0.00% (0) 2.86% (1) 100.0% (35)
30,001-50,000pop. 37.50% (6) 50.00% (8) 6.25% (1) 0.00% (0) 6.25% (1) 100.0% (16)
50,001-100,000 pop. 60.00% (9) 33.33%(5) 6.67% (1) 0.00% (0) 0.00% (0) 100.0% (15)
100,001-500,000 pop. 25.00% (2) 62.50% (5) 12.50% (1) 0.00% (0) 0.00% (0) 100.0% (8)
>500,000 pop. 75.00% (3) 25.00% (1)  0.00% (0) 0.00% (0) 0.00% (0) 100.0% (4)
OCEX 25.00% (3) 66.67% (8) 0.00% (0) 8.33% (1) 0.00% (0) 100.0% (12)

Source: personal elaboration.

Likewise, the independency tests applied confirm that the opinion of this issue does not vary, in statistical terms,
with the collective considered —internal or exterla auditor-, since p-value is zero for both Ji-squared and
Correction for Contuinity.) Also, Kruskal-Wallis H Test (p-value 0.36) indicates that there are not differences in
opinion to this subject among internal auditors depending on the population covered by their local authority.

Acceptance of the first two hypotheses can corroborate the theses maintained in this work, whereby the internal
auditor must take an active role in the configuration of the system of internal control of collections, making
effective what the Spanish law calls “control of efficacy”.

With regard to the convenience of developing self-assessments and indicators, and aiming at supporting our
proposal for an internal control system, the following questions were included in the questionnaires for the
contrast of the third and fourth hypotheses:

Question: Should local government develop self-evaluations on its performance and results, contributing this
way to assist in the work of external auditing?

Table number 6 reflects the high acceptance to this proposal, which becomes full in member of OCEX and
internal auditors of municipalities of more than 100,000 inhabitants.

Table 6. Contingency table related to hypothesis 3

Totally agree Agree Disagree Totally disagree DK/NA Total
20,000-30,000 pop. 34.29% (12) 51.43% (18) 8.57% (3) 2.86% (1) 2.86% (1) 100.0% (35)
30,001-50,000pop. 31.25% (5) 43.75% (7) 18.75% (3) 0.00% (0) 6.25% (1) 100.0% (16)
50,001-100,000 pop. 42.86% (6) 50.00% (7) 7.14% (1) 0.00% (0) 0.00% (0) 100.0% (14)
100,001-500,000 pop. 37.50% (3) 62.50% (5) 0.00% (0) 0.00% (0) 0.00% (0) 100.0% (8)
>500,000 pop. 50.00% (2) 50.00% (2) 0.00% (0) 0.00% (0) 0.00% (0) 100.0% (4)
OCEX 25.00% (3) 75.00% (9) 0.00% (0) 0.00% (0) 0.00% (0) 100.0% (12)

Source: personal elaboration.

Again, after applying tests Ji-squared and Correction for Continuity of Yates (p-value 1.37 and 0.39
respectively), if can be affirmed that internal auditors and members of the OCEX do not differ in their opinion to
this matter. On the other hand, if we consider solely the collective of internal auditors, Kruskal-Wallis H Test
(p-value 0.69) reveals not significative, meaning that there are not differences in opinion to this subject between
the samples for each of the five defined population strata.
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As far as the fourth hypothesis is concerned, the surveys asked the following:

Question: Should local government develop indicators of economy, efficiency and effectiveness in a compulsory
manner in each service?

After data collection, the results (table 7) show the full agreement by members of the OCEX and internal
auditors of municipalities of 100,000 or higher population, as well as a strong consensus in favour for the rest.

Table 7. Contingency table related to hypothesis 4

Totally agree Agree Disagree Totally disagree DK/NA Total
20,000-30,000 pop. 33.33% (12) 58.33% (21) 5.56% (2) 2.78% (1) 0.00% (0) 100.0% (36)
30,001-50,000pop. 37.50% (6) 56.25% (9) 0.00% (0) 0.00% (0) 6.25% (1) 100.0% (16)
50,001-100,000 pop. 46.67% (7) 46.67% (7) 6.67% (1) 0.00% (0) 0.00% (0) 100.0% (15)
100,001-500,000 pop. 25.00% (2) 75.00% (6) 0.00% (0) 0.00% (0) 0.00% (0) 100.0% (8)
>500,000 pop. 50.00% (2) 50.00% (2) 0.00% (0) 0.00% (0) 0.00% (0) 100.0% (4)
OCEX 33.33% (4) 66.67% (8) 0.00% (0) 0.00% (0) 0.00% (0) 100.0% (12)

Source: personal elaboration.

Also, dependency between the attributes “collective” and “opinion on this issue” is discarded, since Ji-squared
p-value is 0.64 and Correction for Continuity of Yates p-value is 0. At the same time, Kruskal-Wallis H Test
(p-value 0.86) indicates that there are not differences in opinion to this subject among internal auditors
depending on the population covered by their local authority.

In short, the results of the surveys permit to validate the hypothesis raised and endorse the need for a system of
internal control over management in public services. In order progress in this line, the next paragraphs contain
our proposed scorecard of performance indicators, as a key element of the internal control system for Homecare
Services.

From there, the purpose of this research is to provide a tool that serves as guidance in this task, having been
elected the Homecare Service as an example of application for our proposal.

5. Proposal for the Design of a System of Internal Control in Homecare Services

The internal control system pursues a variety of purposes that have been referred to in the introduction. Given
that the proposed system applies to a particular service, which operates within the frame of the hole local
authority, our efforts are oriented to determine the contribution that has to be done from service level to allow
proper development of the internal control. The next pages will show a prototype of the components that would
integrate the internal control system of the service, in particular: the objectives and the operational plan, the
organizational structure, the protocols and procedures and control mechanisms, primarily focused on a scorecard
of performance indicators. Given the breadth of the proposal, and with the intention that the extension of this
work is not excessive, only an excerpt on each of these elements will be exposed.

Before starting, it is necessary to explain that Homecare Services consist of providing support at home for the user.
This usually includes psychosocial and personal care, but can also include some non-personal care such as help
with cleaning, shopping, or washing clothes (HM Government, United Kingdom, 2010). In Spain, it is common
that the social services department diagnoses the demand, proposes and designs the intervention, and then
commissions with a care provider the execution of such intervention. This is the assumption that we will
maintain in this paper. Other characteristics that might be of interest are the user’s contribution to the cost of the
service and its decentralized delivery through social care units, which are coordinated by the social care
department.

5.1 Design of an Internal Control System: Objectives and Operational Plan for Homecare Services

One of the purposes of the internal control consists of monitoring the effectiveness of an institution, program, or
service. The absence of a competitive market for local public social services poses the need to measure
performance in relation to standards and goals, in order to improve management (Department of Health,
England, 2009).

Management by objectives has been promoted by the Spanish legislation, pointing out the requirement for the
targets to be quantifiable in order to measure and evaluate the progress using performance indicators (Ortiz,
Navarro & Lopez, 2006).

Therefore, it is necessary that plans and programmes express clearly the goals and objectives to be achieved, as
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well as the mechanisms for their evaluation. For example, two of the goals put forward for Homecare Services
are shown next:

Objective 1: To support the development of personal capacities to achieve integration into family and community
life.

Objective 2: To complement and compensate the burden of the family when, for various reasons, it presents
difficulties to prevent emergency situations involving personal or social deterioration.

Based on these and other objectives, an operational plan structured like the following would be formulated (table
8).

Table 8. Operational plan for homecare service (excerpt)

Specificobjectives

E.g.: All new applications must be resolved within a maximum of 30 days since receiving all the documentation, for normal cases, and of 7
days for urgent cases.

Human resources

Department’sown staff (especified)

Provider’s staff (specified)

Finance

Budget heading: e.g.: 23300 2279900 Homecare Service Program.

Actions

Concretion of the actions to execute. E.g.: coordination meetings with units of social care.

Scheduling

Calendar foraction.

Source: personal elaboration.

5.2 Design of an Internal Control System: Organizational Structure for Homecare Services

The Organizational planning, represented basically by the organizational structure and the organization manual,
indicates the hierarchical and functional linkages, the segregation of duties and the definition of powers, with the
corresponding allocation of responsibilities at the individual level. Therefore, it constitutes an instrument for the
internal control system in order to achieve their goals. A possible organizational chart for Homecare Services is
shown in figure 1.

Figure 1. Organizational chart for Homecare Services

However, the chart has some limitations such as its inadequacy to express the degree of authority and
responsibility of the staff, the influence among professionals of the same level and the informal structure of the
organization (Jaskyte, 2004). To overcome them, it must be supplemented with an organization manual in which,
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for each post, detail is set out for the functions, tasks, rules affecting the development of the work, hierarchical
relationships with other posts, operational relations information to receive and provide, related objectives,
criteria of decision, authority, monitoring and assessment mechanisms of performance. Table 9 presents an
excerpt of the organizational manual for the post “Director of Homecare Service”.

Table 9. Organizational manual for homecare services (excerpt)

Content Post: Director of Homecare Service

Functions To coordinate social workers of social care units.
To manage the relationships between the Service and the provider.
Institutional management of financial resources.
Tasks To provide technic support to social care units, to review user records, to solve incidences, to redact
memories, etc.
Hierarchicalrelationships Accountable to the Director of Social Services.
Social care units accountable to them with regard to this Service..
Information to receive and To receive: reports and summaries on performance

provide To provide: General planning, memories of activity, financing justification.
Relatedobjectives Contribution to all the objectives set out for the Service.
Control mechanisms Indicators, incentives, sanctions.

Source: personal elaboration.

5.3 Design of an Internal Control System: Protocols and Procedures for Homecare Services

The definition of protocols and procedures takes as its starting point the sequence of actions involving the
provision of the service which, in the case that concerns us, can be decomposed into the following
methodological stages: reception of the demand, first attention, initial assessment and diagnosis, paperwork
handling, start of the provision, monitoring, management of user’s payment, management of the contractual
relationship between the social services department and the provider, and institutional management. From the
description of the previous phases, the procedures will identify activities and, for each of them, determine the
people responsible for the process of authorization (A), execution (E) and control (C), as appropriate. In
addition, they shall establish the documentation that should pick up the action, as well as the registry where it
should be listed, for each of these basic processes. As a consequence, the procedures will contribute to create an
information system useful for the purposes of the internal control (Christensen, Laegreid & Wise, 2002).

Table 10 presents an extract from the protocols and procedures proposed for the methodological phase
“Management of the contractual relationship between the social services department and the provider”.

Table 10. Protocols and procedures for phase “management of the contractual relationship between the social
services department and the provider”

Methodological phase Activity Place Process Documentation Register
Management of the Activity 1: Prepare Social A: Service
contractual relationship and verify monthly  CareUnits Director
between the social list of hours by E: Admin.staff. Monthly report of variations  User records data
services department and  social care units. (hours per month) base:
the provider Monthly report of hours and Home care
incidents Service section
C: Service
Director

Source: personal elaboration.

5.4 Design of an Internal Control System: Performance Indicators for Homecare Services

The development of performance indicators constitutes one of the main components within the municipal
internal control system. This applies both to verify compliance with the planned objectives and efficiency in the
allocation of resources, and to establish quality standards that make possible the comparability between councils
offering a service (Folz, 2004).

The development of performance indicators often requires knowledge of the cost of the activities that make up
the service and the factors behind them. The access to this information involves the implementation of a Cost
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Accounting system at service level, being this still a challenge for local public managers (Note 4).

In addition, the exercise of self-assessments on management and results using indicators can also be an enabling
element of cooperation between internal and external control systems. In this sense, CIPFA (2010) pointed out
that, in view of the expansion of the performance reporting tools in local government, the role of external
auditors is immersed in a continuous shift to the inspection of performance assessment and indicators
instrumented by audited entities’ internal control systems.

Also, under the last audit regime on local government put in place by the Audit Commission of England, the
Comprehensive Area Assessment, recommendation was made to the audited entities to carry out self-assessments
of its performance, since it would confer greater accuracy and reliability to internal and external accounting
information, which would form the basis for the exercise of the external control (Local Government Association,
2010).

5.5 Efficacy and Impact Indicators for Homecare Services

On the assumption that the realization of the activities that make up the provision of the service, in accordance
with the procedures defined, is a means for the achievement of the objectives set out for the service, it might be
said that the activities themselves, once quantified, will enable the construction of indicators of effectiveness,
because they can be considered as the outputs of the service. Table number 11 reflects the efficacy indicators put
forward for one of the objectives laid down for the service, making a reference to the documents and registers
that would supply inputs for its calculation, which have been determined through the protocols or procedures.

Table 11. Efficacy indicators for homecare services (excerpt)

Objective Efficacy indicators Information inputs

Objective 1: To support the e Number of days since the beginning of the provision  User records data base:

development of personal capacities to  until improvement is obtained / No. of users Home care Service section:

achieve integration into family and e Number of wuser records reviewed in which e User records

community life. improvement in personal abilities is detected / No. of e Monthly report of variations (hours
user records reviewed per month)

o Monthly report of hours and incidents

Source: personal elaboration.

This type of indicators based on the activities can be useful to gauge the fulfillment of objectives, but present
limitations that recommended its consideration together with the impact indicators. It has to be taken into account,
in this regard, the important weight of bureaucratic activities within the delivery of Homecare Services.

The development of impact indicators arises from the need to know the results of the activity carried out in relation
to the satisfaction of the demands to be covered by the service, which should have been taken into account in the
formulation of objectives. This kind of indicators would adopt the form of, for example:

The number of families-users that have seen satisfied their demand through the range of services available / total
number of families-users.

Its calculation requires to poll the opinion of users and their families.
5.6 Efficiency Indicators for Homecare Services

Efficiency indicators are concerned with performance, productivity and cost, and entails to quantify inputs and
outputs for each activity. Table 12 presents a part of our proposal of efficiency indicators for Homecare Services,
related to one of the activities defined within the phase “Management of the contractual relationship between the
social services department and the provider”.

Table 12. Efficiency indicators for homecare services (excerpt)

ACTIVITY (output) EFFICIENCY INDICATORS

Activity 1: Prepare and verify monthly list e Number of monthly reports on variations (hours per month) prepared and verified / No.
of hours by social care units. administrative staff in social care units
o Number of monthly reports on variations (hours per month) prepared and verified/total cost
of the activity.
e Time devoted to the activity/ No. of monthly reports on variations (hours per month)
prepared and verified.

Source: personal elaboration.
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5.7 Economy Indicators for Homecare Services

The analysis of the economy is concerned with the costs and conditions in which procurement and contracts take
place. The internal control of the economy must be informed from the direction of Homecare Services through
indicators and reports which include needs forecasting and data on costs, among others, in order to facilitate a
more rational acquisition of factors. Our proposal of indicators of economy is broken down into two groups,
based on budgetary and analytical information:

a)A first group referred to the cost incurred per physical unit of input, such as:

Personnel costs attributable to the service / number of hours dedicated by the staff to the service.
b) A second group referred to the cost incurred per user or inhabitant, for example:

Personnel costs attributable to the service / No. users

These two groups of indicators have been developed in our proposal for the rest of inputs and should be prepared
by each social care unit.

In addition, together with the means property of the social care department, the delivery of Homecare Services
involves commissioning a number of hours with the provider. To this regard, the negotiation of the contract with
the company should follow economy criteria, being applicable the comments bellow:

Prior to the negotiations, the selection process should promote competition between private and social providers. It
would be interesting that the social care department promoted market development.

It must start from the knowledge of the real cost of the activities to be commissioned, as well as consider the hourly
rate paid by other local authorities where provision is comparable.

6. Conclusions

Organizations need internal control in order to preserve their interests and objectives. In the public sphere, these
mechanisms are even more necessary due to the coexistence of political and technical agents in the functions of
planning and management, to the duty of accountability and, above all, to the citizens demand of law compliance
and value for money in public services delivery.

Proper public management is not possible without the existence of internal control mechanisms that ensure
information reliability for decision making. Its implementation implies overcoming certain weaknesses detected
in the Spanish local government internal control function, led by the internal auditor or interventor. In particular,
the control is focused on legality and probity, at the expense of value for money, and little cooperation is
observed between internal and external audit, especially in the field of economy, efficiency and efficacy.

Based on this scenario, the presented paper shows the existence of consensus among those responsible for the
control over the Spanish local government, both internal and external, on the need of designing and
implementing internal control mechanisms that generate reliable and useful information on performance and
results. It also highlights the advantages of developing self-assessments and performance indicators and the
demand for clearing up the internal auditors responsibilities in these areas.

Homecare Services are taken as an example for the design of and internal control system which contributes to
solve some of the problems identified. The proposal intends to provide a scheme for control at service level,
which should embed in a bigger internal control system for the whole Authority. Its integral parts range from a
definition of the service objectives, the identification of phases and activities, and the quantifications of inputs
and outputs, to the construction of performance indicators that permit the exercise of control.

The system put forward intends to become a key instrument for undertaking service self-assessments, which
could be used as a basis for the accomplishment of value for money audits at both internal and external level.
This idea is one of the future lines of research of the work submitted.
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Notes
Note 1. Other research related to this Service might be consulted in Kelley DSW (1984) and Gummer (1988).
Note 2. About this subject, it can be consulted Zafra, Lopez& Hernandez (2009).

Note 3. Independency has not been discarded in any of the questions that will be shown in this paper, which
implies association coefficients have not been applied.

Note 4. It is worth highlighting the contribution of some initiatives such as the Manual of procedures for the
implementation of a Cost Accounting system for Local Management (MAPISCAL) (FEMP, 2010), which will be
soon complemented by the publication of the sectorial guide for social care services, among others.
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