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FACTORS THAT IMPACT ON INSTITUTIONAL INTEGRITY AND LOCAL GOVERNANCE
FIRST EMPIRICAL STUDY IN PERU

Abstract

This paper presents an empirical study that seeks to strengthen the concept of institutional integrity and local governance as

multidimensional constructs. It also analyze the relationships and effects with institutional development, leadership, ethical commitment,

financial capacity and professional capacity. The literature review identifies the concepts and relationships, five dual hypothesis and a

multidimensional model inductively develop. The methodology used a valid sample of 153 Peruvian local governments, a measuring

instrument with 65 questions in 7 levels of Likert scale, factor analysis technique and correlation analysis to confirm the structure of the

model. The two multiple linear regression analysis prove the causal effect of the institutional development, leadership and ethical

commitment in the institutional integrity and local governance. The academic contribution lies in the generated model that can be used

for future research. The practical contribution is the instrument as a measuring tool in the management of public sector.

Keyword: institutional integrity, local governance, institutional development, leadership, ethical commitment, financial

capacity, professional capacity.

Introduction

This study focuses on local governments because of the important relationship that they have with citizens. Local governments

provides public services. This need an effective management that encourages local development with public support; but involving

institutional integrity through transparency, responsibility and accountability (Pope 2000). In addition, most of civil servants live in the

town for that reason they have close relationship with citizens. This makes it difficult to separate the public service of private interests

(Pope 2000; Anechiarico, 2010; Warburton and Baker, 2005).

In Peru, corruption and inefficient government bureaucracy are the most problematic factors for doing business (WEF, 2013).

There are laws that seek to stop these cases (eg Organic Law of Municipalities of Peru - Law 27972) but these institutions and its

authorities still have loss confidence and credibility. In this scenario, having as scope of research to local governments of Peru from an

organizational vision the following research question is proposed: What are the factors that affect the institutional integrity and local

governance? For this reason, this research starts with a literature review of institutional integrity and local governance, addressing the

concepts of organizational development, leadership, ethical commitment, financial capacity and professional capacity as potential factors

involve.
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Literature review

Institutional integrity

Integrity means to hold a position oriented to an institutional development and using adequate leadership and ethical

commitment (Amundsen and Pinto, 2009; Lewis and Gilman, 2012; Kolthoff, 2007; OECD, 2009a; Ulman, 2013, Arredondo and

Maldonado, 2010). This concept is a dynamic dimension (Verhezen, 2008; Dobel, 1990) that can be enhanced or threatened depending

on the ethical standards in management (Ulman, 2013; Armstrong, 2005). For this reason, the institutional integrity is defined and

measured by the transparency (Pope, 2000, Amundsen and Pinto, 2009; OECD, 2008; Ullman, 2013), accountability (Dobel, 1990;

Boardman and Klum, 2001; OECD, 2008) and responsibility (Dobel, 1990; Kayes et al, 2007; Brody, 2012).

In general, transparency is the flow of information to the public in an accessible, timely, relevant and reliable (Amundsen and

Pinto, 2009); it is a core value of integrity (OECD, 2008) which also helps identify responsible as a deterrent mechanism of unethical

behavior (Pope, 2000). Transparency is related to accountability, which is also a core value of integrity (OECD, 2008). It occurs when

the bodies or public officials are accountable to citizens explaining, justifying and documenting their actions and decisions with ethical

commitment (Dobel, 1990; Boardman and Klum, 2001; OECD, 2008).

Finally, Kayes et al (2007) consider that the institutional integrity is also defined by a responsibility with organizational goals,

fulfilling the duty and charge reasonable expectations (Dobel, 1990; Brody, 2012; Pope, 2000).

Local Governance

Local governance or managing a local government is a decentralized public administration in a municipality. The strengthening

of the decentralization process and the greater flow of information make citizens better informed of their rights and duties, is therefore

considered professional capacity, a good financial capacity and ethical commitment, leadership and an institutional development as

factors that can affect it (Arriagada, 2002).

This dimension is measured by the efficiency in the management of resources, and the efficacy in achieving the objectives and

delivery of public services at the lowest possible cost (UNDP, 2009; Camou, 2001; Arriagada, 2002, and Matei et al, 2010).

The local governance should also be measured by the local development reflected in the welfare and the public support is seen

in the level of satisfaction of their claims (Arriagada, 2002; Boffill et al, 2009).
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Institutional development

Institutional integrity is also influenced by the institutional development (Balogun, 2003) to be driven by senior management

and the implementation depends on its political management capacity (Hoekstra and Kaptein, 2012).

Institutional development in local government allows the production and delivery of goods and services to citizens (Arriagada,

2002). It is also important to promote integrity (Hoekstra and Kaptein, 2012; Kayes et al, 2007) because it can support the activities,

development and implementation of integrity standards (Ulman, 2013).

Also defines the values and principles to qualify right or wrong behavior (Lewis and Gilman, 2012, Amundsen and Pinto,

2009; Bautista, 2009 cited by Naessens, 2010), and can provide processes, structures and implementation strategies, as well as regulation

mechanisms (OECD, 2009a; OECD, 2009b; Hoekstra and Kaptein, 2012; Sakr, 2004).

When an institutional integrity development plan is elaborated, it should be considered evaluation of the efficacy and efficiency

to define regulations to adjust and correct deficiencies (Hoekstra and Kaptein, 2012). As such, the following hypotheses are proposed:

H1a: More institutional development will have positive effect on institutional integrity

H1b: More institutional development will have positive effect on local governance

Leadership

Leadership enable to achieve the objectives of the local government management and it is critical for the success of integrity

systems (Balogun, 2003). It also drive to efficacy in the programs and activities implementation, and can influence and generate

credibility in citizens; for that reason plays a role in the success or failure of the government (Brillante et al, 2011).

Leaders play a crucial role in building and maintaining the institutional integrity (Larmour and Wolain, 2001; Tomescu and

Agatador, 2013; Pope, 2000) and therefore they must committed to it in decision-making and actions taken (Balogun, MJ, 2003;

Arredondo and Maldonado, 2010). Citing local public leadership should mention the ability to govern, which is related to the experience

and knowledge held by the leader (Furlan, 2007 & Brillantes et al 2011). The hypothesis established are:

H2a: More leadership will have a positive effect on institutional integrity.

H2b: More leadership will have a positive effect on local governance.
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Ethical commitment

Institutional integrity depends on the organizations ethical commitment (Ulman, 2013), therefore it is important the ethical

guidelines institutionalization in order to promote good behavior (Larmour and Wolain 2001, Lewis and Gilman, 2012; Naessens,

2010). The institutionalization defines an ethical commitment to the interests of the community (Naessens, 2010; Pope, 2000) and

improves its institutional integrity through compliance to citizenship (Naessens, 2010; Zipparo, 1998). A public server requires three

conditions to be honest: moral conscience, ability to judge what decision take (moral reasoning), and the action in accordance with the

standards (moral behavior) (Van Montfort et al, 2013) in compliance with moral values and accepted standards organization. For these

reasons, the following hypothesis are proposed:

H3a: More ethical commitment will have positive effect on institutional integrity.

H3b: More ethical commitment will have positive effect on local governance.

Financial Capacity

The local government develops a financial capacity through economic activities for the city; providing infrastructure services,

among others (Warburton and Baker, 2005), for this purpose, it requires financial resources (ILO, 2007; Gomes et al, 2013). Therefore,

financial capacity is an important factor in local government management because of the resources allocation (Owen E. Hughes, 2003;

Arriagada, 2002) to have a good performance (Gomes et al, 2013). Financial capacity must start by an income structure to have the

resources to achieve their objectives (Pope, 2000). It should be governed by principles and values that guide them toward good

management and raising standards of integrity. It should eliminate legal loopholes and create mechanisms to reduce corruption; and

increase transparency (Pope, 2000). In addition, as part of financial capacity should reward ethical behavior through incentives (OECD,

2000; Sakr, 2004). As such, the following is proposed:

H4: More financial capacity will have positive effect on local governance.

Professional Capacity

The civil servants and local governments should have adequate professional capacity to fulfill their responsibilities and improve

management. Professionalism is a variable of this capacity, and its relevant to protecting and promoting the individual and institutional

integrity (Gomes et al, 2013; Lewis and Gilman, 2005; Sakr, 2004). In addition, organizational culture defines the professional capacity

of civil servants (Zipparo 1998 citing Chen, Sawyer & Williams 1997; Kayes et al, 2007) motivating them to act with integrity or putting

pressure against it (Verhezen, 2008; Sakr, 2004). For these reasons, the following hypotheses finally arises:

H5: More professional capacity will have positive effect on local governance.
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Research Model

Based on the literature review and using the inductive method, the multidimensional model considered the institutional integrity

as well as local governance as dependent variables; and institutional development, leadership, ethical commitment, financial capacity

and professional capacity as independent variables. Also, they were identified 20 measuring variables, detailed in Table No. 1.

Table N° 1. Multidimensional Model

Type Multidimensional Variables (Dimensions) Measurement variables

D
ep

en
de

nt
s v

ar
ia

bl
es INSTITUTIONAL INTEGRITY

(Amundsen y Pinto, 2009; Lewis y Gilman, 2012;
Kolthoff, 2007; OECD, 2009a; Ulman, 2013;
Arredondo y Maldonado, 2010)

Transparency (Pope, 2000; Amundsen y Pinto, 2009; OECD, 2008;
Ulman, 2013)

Accountability (Dobel, 1990; Boardman y Klum, 2001; OECD, 2008)

Responsibility (Dobel, 1990; Kayes et al, 2007; Brody, 2012)

LOCAL GOVERNMENANCE
(Camou, 2001; Arraigada, 2002; PNUD, 2009;
Matei et al, 2010; Boffill et al, 2009)

Efficiency (Camou, 2001, Arraigada, 2002, Matei et al, 2010)
Efficacy (PNUD, 2009)
Local development (Arraigada, 2002; Boffill et al, 2009)
Citizen support (Arraigada, 2002; Boffill et al, 2009)

In
de

pe
nd

en
ts

  v
ar

ia
bl

es

INSTITUTIONAL DEVELOPMENT
(Arraigada, 2002; Balogun, 2003; Sakr, 2004;
Kayes et al, 2007; OECD, 2009a; OECD, 2009b;
Hoekstra y Kaptein, 2012; Lewis y Gilman, 2012;
Ulman, 2013)

Principles and values (Amundsen y Pinto, 2009; Bautista, 2009; Lewis
y Gilman, 2012)

Evaluation (Hoekstra y Kaptein, 2012)

Regulation (OECD, 2009a; OECD, 2009b; Hoekstra y Kaptein, 2012;
Sakr, 2004)

Political management capacity (Hoekstra y Kaptein, 2012)

LEADERSHIP
(Rojas, 2006; Iglesias, 2010; Balogun, 2003;
Brillantes et al, 2011; Larmour y Wolain, 2001;
Tomescu y Agatador, 2013; Pope, 2000;
Arredondo y Maldonado, 2010)

Credibility (Brillantes et al, 2011)

Level of influence (Brillantes et al, 2011)

ETHICAL COMMITMENT
(Ulman, 2013; Larmour y Wolain, 2001; Lewis y
Gilman, 2012; Naessens, 2010; Sakr 2004; Zipparo
1998; Van Montfort et al, 2013)

Institutionalization (Larmour y Wolain, 2001; Lewis y Gilman, 2012;
Naessens, 2010)

Compliance (Naessens, 2010; Zipparo, 1998)

FINANCIAL CAPACITY
(Warburton y Baker, 2005, OIT, 2007; Gomes et
al, 2013; Owen E. Hughes, 2003; Arraigada, 2002;
Gomes et al, 2013; OECD, 2000; Sakr, 2004)

Economic activity (Warburton y Baker, 2005)

Incentives (OECD, 2000; Sakr, 2004)

Income structure (Pope, 2000)

PROFESSIONAL CAPACITY
(Gomes et al, 2013; Lewis y Gilman, 2005;
Verhezen, 2008; Kayes et al, 2007; Sakr, 2004;
OECD, 2000; Zipparo 1998)

Organizational culture (Zipparo 1998; Kayes et al, 2007)

Professionalism (Gomes et al, 2013; Lewis y Gilman, 2005; Sakr,
2004)
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Research Methodology

Sample

The universe of local governments in Peru is 1838 (INEI, 2012). The measuring instrument consisting of a survey sent to the

universe (addressed to the senior officials - mayor or municipal manager-) between January and July 2013. 153 valid questionnaires

(8.32% of total) were received. With a 7% margin of error and 90%of confidence level of random sample 129 was minimum required

of local governments. The study is part of a research project of the Institute for Governance and Corporate Governance of ESAN

University (IGGC-ESAN) with the support of the Association of Municipalities of Peru (AMPE).

Instrument development

This research aim to study the institutional integrity and local governance, as well as the dimensions of organizational

development, leadership, ethical commitment, financial management and professional capacity. The measuring instrument is structured

based on the measuring instruments that are recently empirically explored on integrity in public management (Camerer, 2006, Matei and

Ewoh, 2011; Matei et al, 2010) but adapted to the proposals and discussions of literature review in the local governance field.

Multiple measurement variables were refined towards each conceptual dimension of the constructs in Table No. 1. The items

were reviewed in the literature, consulted with specialists through a focus group and validated by two academics with experience in

governance, control, and integrity in all three levels of government in the country (national, regional and local).

The measuring instrument consisted of a questionnaire divided into two parts, the first of 14 categorical items to measure the

characteristics of local government; and the second, 66 items on 7 Likert scale points (at 3 items approximately for the 20 measurement

variables according to the multidimensional model developed in Table No. 1). The scale developed followed the guidelines established

by DeVellis (1991). With the outlier’s analysis for the obtained sample, globally missing data was 2.56%. The item 24 was withdrawn

from the structuring factor process because it only have 41.83% response.

An exploratory factor analysis was performed to examine the factor structure of the measurement variables of the model. The

traditional factor analysis with orthogonal rotation (Varimax) was used to explore the factor structure of the items of the model. Factor

analysis was performed separately, first with the dependent variables and then the independent variables. The decision to retain an item

was based on two criteria: (a) item loadings greater than 0.50 on at least one factor, and (b) a minimum gap of 0.1 between cross-factor

loadings (Nunnally, 1978). For reducing items we used the iterative process of factor analysis until arise a clean structure factor. Several

criteria were used to determine the number of factors to extract (a) Cronbach's alpha, (b) Eigenvalue test, (c) the percentage of variance,

and (d) the scree plot test (Hair, et al 1979).
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Measurements and Procedure

The measuring instrument was divided into two parts. The first part considers categorical variables to measure 14 characteristics

of the institution1 and the second part of the multidimensional model items using 7 points of Likert scale. In previous studies (Triandis,

1989), it was found that Hispanics often tend to use the endpoints of a scale more than non-Hispanic, for that reason 7 points are enough

to capture the variance in perception without creating an extreme tilt of data. Hispanics also respond and expect a more sympathetic or

friendly behavior (Triandis, et al, 1984), so that the wording of the scale reflected this preference, where one (1) meant completely

disagree and seven (7) meant totally agree.

As shown in Tables No. 2 and No. 3, the factorial analysis in dependent variables indicates four (4) factors as result, two (2)

factors for local governance and two (2) factors for institutional integrity.

Table N° 2 - Rotated components a Table N° 3 – Variables associated factors

Items
Components N° Measurement

Variable
Dependent Factors

1 2 3 4
P20_27 .792 -.128 .017 .096 27 Efficiency

Local Governance
(α Cronbach = 0.814)

P20_57 .565 .254 -.127 -.185 57 Efficiency
P20_28 .835 .068 .208 .141 28 Efficacy
P20_29 .747 .131 .308 .151 29 Efficacy
P20_30 .763 .177 .073 .169 30 Efficacy
P20_33 .377 .300 .221 .574 33 Public support
P20_34 -.042 .105 .032 .835 34 Public support
P20_31 .492 .014 .066 .609 31 Local development
P20_19 .079 .080 .620 .424 19 Local development

Institutional Integrity
(α Cronbach = 0.746)

P20_54 .346 .374 .689 .020 54 Responsibility
P20_55 -.012 .066 .840 .007 55 Responsibility
P20_50 -.116 .752 -.069 .305 50 Transparency
P20_51 .185 .790 .237 .105 51 Accountability
P20_53 .273 .685 .405 -.099 53 Accountability
α Cronbach 0.817 0.689 0.672 0.668
Eigenvalue 4.861 1.896 1.378 1.137
%Var. Explain 24.40 14.60 14.31 12.90

Extraction Method: Principal component analysis. Rotation Method: Varimax Standardization.
a. The rotation converged on 7 iterations.

1 The characteristics considered are: type of local government, regional location, population, total local government workers,

main economic activities, periods of mayor in charge, main extractive activity, total periods won by the mayor´s political party,

management and development tools, type of management offices, public services provided, type of income (fee, royalties or transfers

from government).
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Considering the structure of the Local Governance dimension, items measuring efficiency and efficacy structured the

Component 1 named Effectiveness, while the items measuring citizen support and local development Component 2 called Local

Support. In structuring the dimension of Institutional Integrity, items measuring local development and responsibility structured

Component 3 called Local responsibility, whereas the items measuring transparency and accountability structured Component 4 called

Accountability with Transparency.

The factor analysis of independent variables indicates a rotated component matrix with five factors as described in Table N° 4,

in order to identify measurement items and its association with the variables as shown in Table N° 5. Although a factor does not meet

the traditional level of 0.70 for an acceptable reliability suggested by Nunnally (1978) also it suggests that alpha in the range of 0.5 to

0.6 are acceptable in the early stages of testing a theory. Therefore, it is suggested that the Professional Capacity factor in the Local

Governance field should be considered as part of an early model test.

Table N° 4 - Rotated component matrix a Table N° 5 – Variables associated factors

Item
Components N° Measurement

Variable
Independent Factors

1 2 3 4 5
P20_1 .676 .356 .223 .222 -.243 1 Principles and values

Institutional Development
(α Cronbach = 0.863)

P20_3 .603 .118 .199 .440 -.099 3 Principles and values
P20_20 .666 .209 .023 .211 .292 20 Evaluation
P20_21 .659 .439 .237 .029 .327 21 Regulation or correction
P20_22 .544 .485 .224 .030 .193 22 Regulation or correction
P20_41 .519 .100 .399 .051 .395 41 Political management capacity
P20_42 .591 .321 .464 .160 .231 42 Political management capacity
P20_8 .115 .738 .275 .119 -.133 8 Trust and credibility

Leadership
(α Cronbach = 0.791)

P20_36 .312 .593 .118 .280 -.019 36 Level of influence
P20_37 .197 .700 .035 .346 .218 37 Level of influence
P20_38 .241 .755 .171 .066 .271 38 Level of influence
P20_10 .343 -.042 .635 .095 .242 10 Institutionality Ethical Commitment

(α Cronbach = 0.736)P20_43 .120 .193 .830 .165 .095 43 Compliance
P20_44 .087 .285 .795 .174 .119 44 Compliance
P20_9 .347 .168 .025 .601 .295 9 Economic activity

Financial Capacity
(α Cronbach = 0.712)

P20_13 .481 .126 .223 .552 -.174 13 Incentives
P20_46 -.009 .193 .212 .707 .028 46 Income structure
P20_47 .150 .124 .122 .759 .179 47 Income structure
P20_65 .051 .055 .235 .131 .752 65 Organizational culture Professional Capacity

(α Cronbach = 0.571)P20_17 .217 .301 .436 .166 .501 17 Professionalism
α Cronbach 0.863 0.791 0.736 0.712 0.571
Eigenvalue 8.237 1.600 1.307 1.077 1.036
% Var.Explain 16.86 15.04 14.15 12.14 8.07

Extraction Method: Principal component analysis. Rotation Method: Varimax Standardization.
a. Rotation has converged in nine iterations.

Subsequently, it work with the average value of each factor (where FD1 is Local Governance and FD2 is Institutional Integrity).

In addition, when investigating the relationship among two or more quantitative variables, correlation and regression is the appropriate

test (Mertler & Vannatta, 2002).
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Bivariate correlation evaluate the degree of relationship between two quantitative variables. The Pearson correlation coefficient

(r), the most commonly used bivariate correlation technique, measure the association between two quantitative variables without

distinction between the independence and dependent variables (Mertler & Vannatta, 2002).

For this, we enable the Pearson´s correlation analysis between the factors, as shown in Table 6.

Table N° 6 – Statistical Summary and Pearson Correlation Analysis (1) (2)
FD1 FD2 F1 F2 F3 F4 F5

Local Governance FD1 1
Institutional Integrity FD2 .447** 1
Institutional Development F1 .629** .596** 1
Leadership F2 .547** .552** .636** 1
Ethical Commitment F3 .513** .470** .549** .412** 1
Financial Capacity F4 .501** .466** .598** .510** .413** 1
Professional Capacity F5 .419** .415** .534** .398** .485** .389** 1
Average 4.86 5.55 4.92 5.41 5.24 3.71 4.63
Standard Deviation .99 1.04 1.10 1.04 1.10 1.29 1.22
**. Correlation is significant at the level 0.01 (2 tails).
(1) The significance level in all cases is less than 0.01
(2) Number of cases (n = 153)

The results show that both the dependent variables as factors (independent variables) are positively correlated with levels of

significance under 0.01. Finally, a multiple regression analysis results was made to prove causality between multidimensional variables

(dependent and independent) was performed, and thus be able to confirm the hypotheses of the research.

Multiple regression is a procedure that takes into consideration the relative importance of a number of independent variables in

accounting for the behavior of some dependent variable. The problem usually resolves itself into finding a small number of variables

that will satisfactorily explain a large portion of the observed variability in the dependent variable. This chosen set should account for

more variability than any other set using this number, or fewer, variables (Moore, 1962).

Suppose that three so-called independent variables F1, F2, and F3 are picked out from amongst those available. Then the system

used is to calculate by least squares those values of B1 ... B3 which minimize the sum of squares Ʃ (FD - FD)2,

where FD is the observed value of the dependent variable and FD the predicted value using the equation:

FD = B + B1F1 + B2F2 + B3F3

If R is the multiple correlation coefficient then:

1 - R2 = Ʃ (FD - FD)2 / Ʃ (FD - fd)2

Where fd is the mean of the observed values of R. This set of three variables is considered to be a satisfactory basis provided

that no other set of four gives a higher value of R2. If an additional independent variable F4 is now considered, giving F1 ... F4, the
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process can be repeated and a new minimized sum of squares Ʃ (FD - FD)2 formed. The difference between the preceding sum of squares

and this one can be used to gauge, by ordinary F-ratio tests of significance, whether or not a significant gain has been made by including

the fourth variable.

Moreover, the Durbin-Watson D statistic is used to detect autocorrelation. The D values are obtained from a D statistic table

and are dependent on the number of independent variables included in the model and the sample size. For this study, a D value of less

than 1.20 indicates positive autocorrelation, whereas a D value greater than 2.80 signifies negative autocorrelation. D value between

1.41 and 2.59 indicates no significant autocorrelation (Wilson & Weld, 1997).

Results

Considering the hypotheses made as part of the multidimensional model, multiple linear regressions were divided under two

models tests mainly, one for each dependent variable.

Figure N° 1. Multidimensional Model

Institutional
Development

(F1)

Institutional
Integrity

(FD2)

Financial
Capacity

(F4)

H1a

Leadership
(F2)

Ethical
Commitment

(F3)

Local
Governance

(FD1)

Professional
Capacity

(F5)

H1b

H2a

H2b

H3a

H3b

H4

H5

A multiple linear regression model was structured to examine the impact of the factors on the Local Governance (FD1). The

results supported the H1a (Institutional Development – F1), H2a (Leadership – F2) and H3a (Ethical Commitment – F3) because affect

direct and positively the Local Governance. While H4 (Financial Capacity – F4) and H5 (Professional Capacity – F5) have a significant

level in correlation analysis, the results of the multiple linear regression show a not significant causality so were rejected.
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Table N° 7 - Model Summary for Local Governance b

Model 1 R R Square Adjusted
R Square

Standard Error of
the Estimate

Durbin-Watson
D

FD1 .690a .475 .458 .733 2.081
a. predictors: (Constant), F5, F4, F3, F2, F1 | b. Dependent variable: FD1 (Local Governance)

Table N° 8 - Coefficients for Local Governance a

Model 1 Unstandardized Coefficients Standardized
Coefficients

t Sig.

B Standard Error Beta
FD1 (Constant) 1.091 .364 2.999 .003

F1 .272 .084 .302 3.234 .002
F2 .186 .076 .195 2.449 .015
F3 .180 .068 .198 2.654 .009
F4 .096 .059 .125 1.625 .106
F5 .029 .060 .035 .477 .634

a. Dependent Variable: FD1 (Local Governance)

Similarly, a multiple linear regression model was estimated to examine the impact of the factors on Institutional Integrity (FD2).

The results supported the H1b (Institutional Development – F1), H2B (Leadership – F2) and H3b (Ethical Commitment – F3) because

affect direct and positively the Institutional Integrity.

Table N° 9 - Model Summary for Institutional Integrity b

Model 2 R R Square Adjusted
R Square

Standard Error of
the Estimate

Durbin-Watson
D

FD2 ,654a .428 .416 .795 1.900
a. Predictors: (Constant), F3, F2, F1 | b. Dependent variable: FD2 (Institutional Integrity)

Table N° 10 - Coefficients for Institutional Integrity a

Model 2 Unstandardized Coefficients Standardized
Coefficients

t Sig.

B Standard error Beta
FD2 (Constant) 1.687 .389 4.341 .000

F1 .306 .083 .325 3.690 .000
F2 .270 .080 .271 3.353 .001
F3 .171 .071 .180 2.422 .017

a. Dependent Variable: FD2 (Institutional Integrity)

While the two final models of multiple linear regressions supported strongly three (3) independent factors (Institutional

Development, Leadership, and Ethical Commitment) to Institutional Integrity and Local Governance, in a test of simple linear

regressions are supported each of the five (5) independent factors with Local Governance to understand the causality from the Financial

Capacity (H4) and Professional Capacity (H5).
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Moreover, two alternative models were generated to test the causal factors of Financial Capacity and Professional Capacity to

Local Governance. Without the presence of the Institutional Environment factor, the Financial Capacity (H4) is supported to predict the

impact on Local Governance with Leadership and Ethical Commitment factors. Nevertheless, the Professional Capacity (H5) is not

supported in the alternative model.

Table N° 11 – Firth Alternative Model Summary for Local Governance b

Model 3 R R Square Adjusted
R Square

Standard Error of
the Estimate

Durbin-Watson
D

FD1 ,662a .438 .423 .756 2.221
a. Predictors: (Constant), F5, F4, F3, F2 | b. Dependent variable: FD1 (Local Governance)

Table N° 12 – Firth Alternative Coefficients for Local Governance a

Model 3 Unstandardized Coefficients Standardized
Coefficients

t Sig.

B Standard error Beta
FD1 (Constant) 1.154 .375 3.081 .002

F2 .283 .072 .297 3.947 .000
F3 .236 .068 .260 3.493 .001
F4 .157 .058 .204 2.725 .007
F5 .077 .060 .095 1.289 .199

a. Dependent Variable: FD1 (Local Governance)

However, if a multiple linear regression model is used where only the Financial Capacity (F4) and Professional Capacity (F5)

to predict the impact on Local Governance (FD1), both factors are supported by this model.

Table N° 13 – Second Alternative Model Summary for Local Governance b

Model R R Square Adjusted
R Square

Standard Error of
the Estimate

Durbin-Watson
D

FD1 ,557a .310 .301 .83189 2.185
a. Predictors: (Constant), F5, F4 | b. Dependent variable: FD1 (Local Governance)

Table N° 14 – Second Alternative Coefficients for Local Governance a

Model Unstandardized Coefficients Standardized
Coefficients

t Sig.

B Standard error Beta
FD1 (Constant) 2.730 .284 9.605 .000

F4 .306 .057 .398 5.401 .000
F5 .216 .060 .264 3.587 .000

a. Dependent Variable: FD1 (Local Governance)

These results give us evidence that independent factors have significant levels to prove causality on the institutional integrity

and local governance.
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Discussion

At international level there’s interest in measuring corruption but little developed to measure integrity. To develop this study,

empirical work in public integrity was reviewed (Camerer, 2006; Matei and Ewoh, 2011; Matei et al, 2010), however, they are focused

at national level and its still little literature in the local government field so it is left on the agenda the development of this area.

In this research, variables have a significant level of correlation but not all show causality. The regression models show that

only the factors of institutional development, leadership and ethical commitment affect the institutional integrity and local government

management. However, it is important to mention that in simple linear regressions with each independent and the dependent variable,

all causal relationships were supported. So it is suggested future research with larger samples to test significance levels of financial

capacity and professional capacity. Also, studying the causality between the dependent variables.

The control variables were not used for the purposes of this study so that future research could test the models making use of

the control variables. In this regard, it can be explore whether internal local government variables (such as the total local government

workers, type management and development tools, public services provided, type of incomes, among others) or external (as the regional

location, population and main economic activities, etc.) have an effect in the local government management and institutional integrity.

It is suggested to obtain additional samples and comparative studies for further analysis of the results.

Conclusions

The correlation analysis leads to the conclusion that all relationships between factors have levels of Sig. <0.01, strengthening

the structure of the multidimensional model.

After the study, the regression analysis conclude that institutional development, leadership and ethical commitment have a

positive effect on institutional integrity and management of local government. Multiple Linear Regression Analysis leads to the

conclusion that the hypotheses relating to institutional development (H1a, H1b), leadership (H2a, H2b) and ethical commitment (H3a;

H3b), are supported because of the level of Sig <0.05, with positive effect on local governance (FD1), and institutional integrity (FD2).

In addition, it is concluded that the hypotheses of Financial Capacity (H4) and Professional Capacity (H5) does not demonstrate

a level of Sig>0.05 in the multiple linear regression with all factor to explain the local governance. However, with the alternative models,

these hypotheses are supported.



14

References

Alonso, Á. I. (2010). La Planificación Estratégica como instrumento de gestión pública en el gobierno local: Análisis de caso. Cuadernos

de Gestión \o\. , Vol 10. (N° 1), pp. 101-120.

Amundsen, Inge y Pinto, Vicente. (Editores). (2009). Public Sector Ethics. Recuperado el Julio de 2014, de

http://www.cmi.no/publications/file/3290-introduction-to-public-sector-ethics.pdf

Anechiarico, F. (2010). Protecting integrity at the local level: the role of anticorruption and public management networks. Crime Law

Soc Change 53, 79–95.

Aragon, F. (June de 2013). Local spending, transfers and costly tax collection. National Tax Journal, 66((2)), 343-370.

Armstrong, E. (2005). Integrity, Transparency and Accountability in Public Administration: Recent Trends, Regional and International

Developments and Emerging Issues. Economic & Social Affairs. United Nations. Obtenido de

http://unpan1.un.org/intradoc/groups/public/documents/un/unpan020955.pdf

Arraigada, R. (2002). Diseño de un sistema de medición de desempeño para evaluar la gestión municipal: una propuesta metodológica.

Instituto Latinoamericano y del Caribe de Planificación Económica y Social (ILPES) - CEPAL. Dirección de Gestión del

Desarrollo Local. SERIE Manuales N° 20.

Arredondo Trapero, Florina Guadalupe y Maldonado De Lozada, Verónica. (Enero - Marzo de 2010). Differences between the

relationship of integrity and leadership styles according to the model of Bernard Bass. Estudios Gerenciales, Vol. 26 (No. 114).

Balogun, M. (2003). Causative and Enabling Factors in Public Integrity. A Focus on Leadership, Institutions, and Character. (A. S.

Administration, Ed.) PUBLIC INTEGRITY, vol. 5(no. 2), pp. 127–147.

Boardman, Catherine y Klum, Vicki. (2001). Building organisational integrity (Capítulo 5). En P. a. Larmour, Corruption and anti

corruption. Asia Pacific Press. Obtenido de http://www.aic.gov.au/documents/5/7/4/%7B5745F522-123C-4605-A1CA-

C946B50F040D%7Dcorruption_anti.pdf

Boffil,Sinaí; Calcines, Carlos y Sánchez, Anaís. (s.f.). Modelo de gestión para contribuir al desarrollo local, basado en el conocimiento

y la innovación en Cuba. Industrial, Vol. XXX(No. 2/2009).

Brillantes, A. a. (2011). Restoring trust and building integrity in government: issues and concerns in the Philippines and areas for reform.

. International Public Management Review Vol. 12, Iss. 2, 55-80.



15

Brody, S. H. (Sep de 2012). Why public integrity fails: “The fault…is not in our stars, but in ourselves…”. Journal of Academic and

Business Ethics, Vol. 6, 1-16. Obtenido de http://www.aabri.com/manuscripts/121093.pdf (State University of New York at

New Paltz)

Camou, A. (2001). Los desafíos de la gobernabilidad. Estudio preliminar y compilación. . Plaza y Valdés, S. A. de C. V. Méjico.

DeVellis, R. (1991). Scale development: theory and application. Newbury Park, CA, Sage.

Dobel, P. (1990). Integrity in the Public Service. Public Administration Review. Vol. 50 No. 3, May/June, 354-367.

Gomes, Alfinito y Albuquerque. (Nov./Dec. de 2013). Analyzing Local Government Financial Performance: Evidence from Brazilian

Municipalities 2005-2008. RAC, vol 17(nro 6 art. 4), pp. 704-719. Obtenido de www.anpad.org.br/rac

Hair, JF; Anderson,RE; Tatham, RL y Grablowsky, BJ . (1979). Multivariate data analysis: With readings. Tulsa OK: PPC Books.

Harris, H. (2001). Making business ethics a competitive advantage. Hawke Institute Working PAper Series N° 13, Hawke Institute,

University of South Australia. Magill, South Australia. Obtenido de

http://w3.unisa.edu.au/hawkeinstitute/publications/downloads/wp13.pdf

Hoekstra, A., & Kaptein, M. (2012). The Institutionalization of Integrity in Local Government. Public Integrity (Winter 2012–13), vol.

15(no. 1), 5–27.

ISDEM, GTZ y FUNDE. (2008). Instrumento para la autoevaluación de la Gestión Municipal: Señales de un buen gobierno para el

desarrollo local. San Salvador, El Salvador.

Kayes, Christopher; Stirling, David; y Nielsen, Tjai. (2007). Building organizational integrity. Business Horizons 50, 61—70.

Klitgaard, R., MacLean, R., & Parris, L. (2001). Corrupción en las ciudades (traducción al español). La Paz-Bolivia: Santillana de

Ediciones SA.

Kolthoff, Emile; Huberts, Leo; Hans Van Den Heuvel. (2007). The ethics of new public management: is integrity at stake? Public

Administration Quarterly – PAQ, Vol. 30, (No. 3/4, WINTER 2007.), 399-439. Recuperado el Agosto de 2014, de

http://www.jstor.org/stable/41288276

Larmour, Peter y Nick Wolanin (ed). (2001). Corruption & anti corruption. Australia: Asia Pacific Press and Australian Institute of

Criminology.

Lewis Carol y Gilman Stuart . (2005). The ethics challenge in the public sector: a problem solving guide (2da edición ed.). San Francisco:

John Wiley & Sons, Inc.



16

Lewis, C. (2005). Ethical Norms in Public Service: A Framework for Analysis. “Ethics and Integrity of Governance: a Transatlantic

Dialogue”.

Lewis, Carol W. y Gilman, Stuart C. (2005). The Ethics Challenge in Public Service: A Problem-Solving Guide. . Wiley Desktop

Editions. 2da edición. .

Lewis, Carol W. y Gilman, Stuart C. (2012). The Ethics Challenge in Public Service. A Problem-Solving Guide. (Cap.1 What is important

in public service?). . 3rd Edition. Recuperado el Julio de 2014, de

http://www.pbookshop.com/media/filetype/2/23/233/20120417185745.pdf

Matei, Ani y Ewoh, Andrew. (2011). Corruption, public integrity and globalization. Aspects and trends in South-Eastern European

States.

Matei, Ani; Matei, Lucica; y Savulescu, Carmen. (2010). Public Integrity, Economic Freedom and Governance Performance. A

Comparative Study for the EU Member States and Acceding Countries. Theoretical and Applied Economics. Volume XVII

(2010), No. 11 (552), 21-52.

Mertler, C. A., & Vannatta, R. A. (2002). Advanced and Multivariate Statistical Methods. Practical Application and Interpretation. Los

Angeles, CA: Pyrczak.

Moore, P. G. (1962). Regression As An Analytical Tool. Journal of the Royal Statistical Society. Series C (Applied Statistics), 11(2),

106-119.

Naessens, H. (2010). Ética pública y transparencia. Congreso Internacional 1810-2010: 200 años de Iberoamérica. En P. C. Eduardo

Rey Tristán (coord.), 200 años de Iberoamérica (1810-2010). Congreso Internacional : Actas del XIV Encuentro de

Lationoamericanistas Españoles, Santiago de Compostela, 15-18 de setiembre de 2010 (págs. 2113-2130). Mejico. Obtenido

de http://halshs.archives-ouvertes.fr/docs/00/53/15/32/PDF/AT15_Naessens.pdf

Nunally, J. (1978). Psychometric theory. New York: McGraw-Hill.

OECD (János Bertók). (2000). Trust in Government Ethics Measures in OECD Countries. Obtenido de

http://www.oecd.org/gov/44462729.pdf

OECD. (1996). Management Control in Modern Government Administration: Some Comparative Practices. SIGMA Papers, No. 4.

Paris: OECD Publishing. Obtenido de http://dx.doi.org/10.1787/5kml6gb4gn32-en

OECD. (2008). Components to integrity: Data and benchmarks for tracking trends in government. Recuperado el 12 de 08 de 2014, de

http://etica.planalto.gov.br/.arquivos/OCDE2008_2.1



17

OECD. (2009a). Towards a Sound Integrity Framework: Instruments, Processes, Structures and Conditions for Implementation. Global

Forum on Public Governance. Obtenido de

http://search.oecd.org/officialdocuments/displaydocumentpdf/?doclanguage=en&cote=GOV/PGC/GF%282009

OECD. (2009b). Components of Integrity: Data and Benchmarks for Tracking Trends in Government. Obtenido de

http://search.oecd.org/officialdocuments/displaydocumentpdf/?doclanguage=en&cote=GOV/PGC/GF%282009%292

OECD, (.-G. (2005a). Managing conflict of interest in the public sector. A toolkit. doi:ISBN 92-64-01822-0.

PNUD - Programa de las Naciones Unidas para el Desarrollo. (2009). Guía del Usuario para Medir la Gobernabilidad Local.

Recuperado el Julio de 2014, de http://gaportal.org/sites/default/files/usersguide_localgov_ogc09_es_0.pdf

Pope, J. (2000). Confronting corruption: The elements of a National Integrity System. Transparency International. Obtenido de

http://archive.transparency.org/publications/sourcebook

Price, Jorge; Magnano, Cecilia; et al. (2008). Caja de herramientas para el desarrollo económico local 2: normativa municipal para el

desarrollo económico local. Indicadores municipales para el desarrollo económico local. Buenos Aires: Oficina de la OIT en

Argentina, Programa AREA.

Rojas Morán, L. M. (2006). Manual para la Gestión Municipal del Desarrollo Económico Local. Lima: Lima, OIT/Oficina Sub Regional

para los Países Andinos, Proyecto Pres. Obtenido de http://www.dhl.hegoa.ehu.es/ficheros

Sakr Ashour, A. (2004). Integrity, Transparency and Accountability in Public Sector Human Resources Management. RAB/01/006 -

Transparency and Accountability in the Public Sector in the Arab Region. 1-31. Obtenido de Division for Public Administration

and Development Management (DPADM) of UN Public Administration Programme

http://unpan1.un.org/intradoc/groups/public/documents/un/unpan007716.pdf

Tomescu, Mădălina y Agatador, Mihaela. (2013). Ethics and conflicts of interest in the public sector. . Contemporary Readings in Law

and Social Justice. Volume 5(2), 201–206.

Triandis, H. (1989). The self and social behavior in differing cultural contexts. Psychological Review Nro 96, 506-520.

Triandis, H.C.; Marin, G.; Lisansky, J. y Betancourt, H . (1984). Simpatia as a cultural script of Hispanics. Journal of Personality and

Social Psychology Nro 47, 1363-1375.

Ulman, S.‐R. (2013). Public Integrity and the divergence from it. The USV Annals of Economics and Public Administration Volume 13,

Issue 2(18), 2013., 303-311.



18

van Montfort, André; Beck, Laura; and Twijnstra, Anneke . (2013). Can Integrity Be Taught in Public Organizations?: The Effectiveness

of Integrity- Training Programs for Municipal Officials. Public Integrity, Spring 2013, Vol. 15(N° 2), 117–132.

Verhezen, P. (2008). The (Ir) relevance of Integrity in Organizations. Public Integrity, Spring 2008, vol. 10, no. 2, 133–149.

Warburton, John y Baker, Geoff. (2005 ). Integrity systems and local government. Australian Journal of Public Administration 64(2),

62-68.

WEF - World Economic Forum. (2013). The Global Competitiveness Report 2013-2014.

Wilson, A. C., & Weld, L. G. (1997). Regression as an Analytical Procedure: Are Adjustments for Autocorrelation Really Necessary?

Journal of Accounting, Auditing & Finance, 12(1), 67-82.

Zipparo, L. (1998). Ethics: The Key to Good Management. Sydney: ICAC - Independent Commission Against Corrruption.


