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Abstract

Segments of financial reporting for Dutch municipalities are changing in 2024. Previously, an
accountant would report on both the faithful representation and legitimacy of the municipality’s
financial statements during the external audit. Starting in 2024, municipalities have to report on
their own legitimacy in the accountability report. Some municipalities have a high level of
preparation for this change while others do not. By using change management, specifically
Kotter’s change model, this thesis aims to answer the research question: “Can Kotter's change
model be used to explain the variations in level of preparation for the change process of
implementing the accountability report in Dutch municipalities?”. Kotter’s model follows a
sequence of eight steps. This sequence is to avoid resistance during a change process. The focus
in this thesis is on the first six steps as the change process has not yet been concluded. It was
found that municipalities with a high sense of urgency, the first step, also have a higher level of
preparation. No proof was found that the other steps have an effect on the level of preparation.
Therefore, it is advised to make creating a sense of urgency a priority for change processes in

municipality settings.

Keywords: Kotter’s change model; change management; change process; level of preparation;

accountability report; Dutch municipalities
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1 Introduction

Financial reporting is something that many organizations in the Netherlands are required to do
(Camfferman & Veldman, 2022). However, what has to be reported depends on the size of an
organization and whether it is a for-profit corporation or a public organization. Municipalities are
very different from most organizations when it comes to reporting. There are separate laws and
regulations for municipalities. Municipalities have to include segments in their annual reports and
financial statements that are different from other organizations. Starting in 2024, municipalities
need to include the accountability report about the legitimacy of the financial processes?!
(hereafter referred to as accountability report) in their financial statements. Legitimacy in the
accountability report refers to whether the income, expenditure, and balance sheet changes were
established in accordance with the laws and regulations that apply to the municipality (Besluit
accountantscontrole decentrale overheden, 2017). In the accountability report, the municipality
reports on the legitimacy of their financial statements as part of the audit performed on their
financial statements (Commissie BBV, 2023).

Before 2024, an accountant would report on both the faithful representation? and the
legitimacy of the municipality’s financial statements as part of their external audit (Besluit
accountantscontrole decentrale overheden, 2017). With the implementation of the
accountability report, municipalities now have to report on the legitimacy of their financial
statements themselves while the accountant still reports on the faithful representation of the
financial statements (Commissie BADO, 2023). Since the accountability report is a segment of the
financial statements, this will also be checked for faithful representation by the accountant. This
means that the accountant will still need to perform the same checks for legitimacy as before in
order to give a statement about whether the information provided in the accountability report is

a faithful representation of reality® (Commissie BADO, 2023).

11n Dutch this is called rechtmatigheidsverantwoording.

2 |n Dutch this is called getrouwe beeld.

3 More detailed information on the structure of Dutch municipalities, the reporting obligations of municipalities, and the changes surrounding
the accountability report can be found in Appendix 3: Structure of Dutch municipalities and Appendix 4: Accountability report.
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The idea of the accountability report was first introduced in 2014 (VNG, 2014). The first
memorandum and model for the accountability report were published in 2020 (Commissie BADO,
2020). Until then municipalities did not know exactly what to expect. Several municipalities
started creating implementation plans that same year (Gemeente Stichtse Vecht, 2020) while
other municipalities stayed behind in the preparations and have to catch up now that the
accountability report is expected of them in 2024. This caused variations in level of preparation
among municipalities as several municipalities are very prepared for the implementation of the
accountability report while others are not. The question that then becomes interesting is what
explains the variations in level of preparation among the municipalities.

Implementing this new accountability report means changes have to happen in municipalities.
Therefore, the subject of change management becomes relevant here. Change management is a
term that is used for all actions that are taken by an organization as a way to prepare employees
for the future situation and give them the tools that enable them to implement the required
changes in an optimal manner (Stolzenberg & Heberle, 2022). This shows that preparation is vital
in a change process.

Kotter’s change model (Kotter, 1996) is used as the foundation for this thesis specifically. While
this model was developed in the corporate sector, it has also been applied in public sectors (Small
et al., 2016; Dredge et al., 2017; Henry et al., 2017). However, it has not been applied a lot in
Dutch municipalities. Therefore, it is interesting to see if the model is also relevant in this setting.
Kotter’s model follows a sequence of eight steps with each step requiring a number of actions
(Kotter, 1996). This sequence is, according to Kotter (1996), a way to avoid resistance during a
change process.

With the variations in level of preparation among the municipalities in mind, the research
question this thesis, therefore, aims to answer is:

RQ: Can Kotter's change model be used to explain the variations in level of preparation for
the change process of implementing the accountability report in Dutch municipalities ?

The level of preparation is used as measure instead of whether the change process was
successful or not since the accountability report is not yet published until after this thesis is

completed.
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1.1 Academic and societal relevance

By exploring whether Kotter’s model (Kotter, 1996) can be used to explain the variations in level
of preparation for the change process of implementing the accountability report in Dutch
municipalities, this thesis will contribute in both academic and practical ways.

This thesis will contribute to the academic literature on Dutch municipalities, the accountability
report, and change management. The literature on Dutch municipalities is scarce and it is not a
setting that is often researched. The literature on the accountability report is even more scarce
as it is such a new concept. Therefore, this thesis will add new insights for both topics. Change
management is something that has been researched often and a lot of literature is available for
it. However, a change model has rarely been researched in the setting of Dutch municipalities and
has not yet been researched in relation to the accountability report. Change management is often
researched in a corporate setting. Dutch municipalities are a different setting than corporations
as their biggest stakeholder are the citizens of the municipality they represent. Municipalities will
have to adjust to their citizens’ needs. They also have to adjust to laws quickly. Therefore, the
timeline for changes can be short. This could make the way in which change management is
present and relevant in this setting different from corporations. This makes the insights of this
thesis a new contribution to academic literature on change management.

This thesis will also contribute in a practical manner for Dutch municipalities. By exploring
whether Kotter’s model (Kotter, 1996) can be used to explain the variations in level of preparation
for the change process, recommendations for municipalities can be made. If there are indeed
factors that explain this then these findings can be used as a way for municipalities to discover
the reason for their low level of preparation and it can be used as a learning opportunity for a

future change process.
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2 Theoretical framework

2.1 Change management

Change management is a term that is used for all actions that are taken by an organization as a
way to prepare employees for the future situation and give them the tools that enable them to
implement the required changes in an optimal manner (Stolzenberg & Heberle, 2022). When
wanting to commence a change process, an organization should first assess their current situation
and whether it meets important preconditions for change such as top management support,
outside resources, and long-term strategic plan (Jain et al., 2018).

The theory on change management started developing in 1947 with Kurt Lewin when he
introduced the idea of changing as a three-step model: Unfreezing, Moving, and Freezing as a way
to implement change without unceasing resistance and the risk of the group falling back into old
behaviors (Lewin, 1947). Lewin argues that a desired plan to change is not sufficient for a group
to change in the long term. Without the objective of permanent change, a group will return to
the old state (Lewin, 1947). The three-step model provides a model to lead a group to change to
avoid a relapse to the old situation. The Unfreezing process involves preparing the group to
understand that change is needed, the Moving process involves initiating the actual change, and
the Refreezing process involves establishing the change as the new normal (Barrow et al., 2018).
However, Lewin’s model has also received its share of criticism. Several academics have argued
that organizational change is a continuous and open-ended process for which the three-step
model is too simplistic and mechanistic (Burnes, 2004). Another point of criticism is that Lewin’s
model focuses on a management-driven approach to change and does not take situations where
bottom-up change is required into account (Burnes, 2004). Over time change management
continued developing as a theory and other models started being developed and used.

One such model was created by Jeffrey Hiatt, the ADKAR model (Hiatt, 2006). The idea behind
the ADKAR model is that an organizational change can only be successful when each person in
the organization transitions to the new situation successfully (Angtyan, 2019). ADKAR stands for

five sequential building blocks: Awareness (of the need for change), Desire (to support and
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participate in the change), Knowledge (of how to change), Ability (to implement required skills
and behaviors), and Reinforcement (to sustain the change) (Hiatt, 2006).

When comparing this to Lewin’s three-step model (Lewin, 1947), there are similarities.
Unfreeze is similar to Awareness as both these steps involve creating awareness among
employees while Freeze is similar to Reinforcement as both of these should ensure that the new
situation becomes the norm. However, the ADKAR model (Hiatt, 2006) is far more extensive than
Lewin’s three-step model (Lewin, 1947). For each of the building blocks in his model, Hiatt
identifies factors that will influence its success (Hiatt, 2006). Therefore, this model gives more
insight for an organization on how to avoid resistance.

There are also models that focus solely on resistance to change, such as the Maurer Three
Levels of Resistance model (Maurer, 1996). This model gives an extensive view on why resistance
happens during an organizational change. The reason why there are models dedicated to
resistance in change models is because one of the most important reasons for change processes
failing is resistance (Warrick, 2023). It is argued that resistance to change is a reaction to how the
change is being implemented (Maurer, 1996). Therefore, a change management approach that
implements change in a way that does not elicit resistance is preferred.

According to Maurer, people who are resisting do not perceive their behavior as resistance but
as survival (Maurer, n.d.). Furthermore, he states that resistance to change is always a reaction
to how change is being implemented so understanding the cause of resistance is the first step in
building support for the change (Maurer, n.d.). With this in mind, Maurer has identified three
levels of resistance where Level 1 is “l Don’t Get it”, Level 2 is “l Don’t Like It”, and Level 3 is “I
Don’t Like You” (Maurer, 1996). Maurer (1996) identifies the origin of each level of resistance.
Level 1 resistance can stem from lack of information, disagreement with the data, lack of sharing
critical information, and simply confusion over what all the information entails. Next, Level 2
resistance stems from fear of the change causing repercussions that are unwanted for that
individual such as lose of status, control, or possibly even their job. Lastly, Level 3 resistance stems
from the dislike of the person implementing the change so the resistance is not to the change
itself but the person so any idea they suggest will be resisted. These levels can all be happening

in an organization simultaneously, unlike other models that show clear sequential steps (Maurer,
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n.d.). When there is little resistance, this stops standing in the way of a successful change and the

focus can be implementing the change effectively.

2.2 Kotter’s change model

A model that was created with the idea of avoiding resistance during a change process is
Kotter’s change model (Kotter, 1996). While resistance is something that needs to be considered
when implementing any change model, it is the sole focus of Maurer Three Levels of Resistance
(Maurer, 1996). It does not discuss how to actually implement the change. Maurer’s model
(Maurer, 1996) can be seen as a method to get the employees to accept there will be a change
while Kotter’s model (Kotter, 1996) also discusses ways on how to prepare the organization and
employees for implementing the change.

Kotter’'s model has eight steps that are each associated with one of the eight fundamental
errors that he has identified from past failures: 1. Creating a sense of urgency, 2. Creating the
guiding coalition, 3. Developing a vision and strategy, 4. Communicating the change vision, 5.
Empowering broad-based action, 6. Generating short-term wins, 7. Consolidating gains and
producing more change, and 8. Anchoring new approaches in the culture (Kotter, 1996). The first
four steps are the transformation process where people are being prepared for the upcoming
change, steps five to seven introduce the actual change, and step eight then solidifies the new
situation (Kotter, 1996).

While Kotter’s model (Kotter, 1996) is far more extensive than Lewin’s three-step model (Lewin,
1947), the steps Unfreeze, Moving, and Freeze can still be recognized in this model. The Unfreeze
process is captured in the first four steps, the Moving process is captured in steps five to seven,
and the Freeze process is captured in step eight. While Kotter’s model still captures the basics of
Lewin’s original three-step model (Lewin, 1947), Kotter created this more extensive model
because he believed previous models used tended to oversimplify reality (Kotter, 1996). This is
consistent with the overall criticism on Lewin’s model (Burnes, 2004).

There are not only similarities with Kotter’s model (Kotter, 1996), but as previously mentioned,
Lewin’s three-step model (Lewin, 1947) also has similarities with the ADKAR model (Hiatt, 2006).
The same is true for the ADKAR model (Hiatt, 2006) and Kotter’s model (Kotter, 1996). The

10
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awareness building block is similar to the first step of creating a sense of urgency while the ability
building block is similar to the fifth step of empowering broad-based action and the reinforcement
building block is similar to the eighth step of anchoring new approaches in the culture (Kotter,
1996; Hiatt, 2006).

When it comes to his own model, Kotter mentions that the eight steps he created should be
followed in a sequence and that, while multiple steps can be happening simultaneously, skipping
a step can cause resistance (Kotter, 1996). Therefore, the specific sequence of the steps is a way
to avoid resistance during the entire change process. Each step in the model requires actions for

the change to succeed.

2.2.1 Creating a sense of urgency

The first thing that organizations should do when starting a change process is creating a sense
of urgency within the organization as this is crucial in order to gain cooperation from everyone
involved (Kotter, 1996). Before organizations are able to convey the urgency to everyone in the
organization, the people in charge of the change process will first need to have a concrete idea of
why the change is needed and what is in it for the organization (Radwan, 2020).

Creating a sense of urgency can be done by discussing the change and its necessity with the
goal to motivate the group of employees (Small et al., 2016). Another way of creating a sense of
urgency is by assigning tasks that convey the necessity of the change (Gorran Farkas, 2013). Kotter
also mentions multiple ways to increase the sense of urgency, but only a few are relevant for this
thesis. According to Kotter, aids, such as consultants, should be used to create more honest
discussions, these honest discussions should be conveyed to the employees, and a larger group
of employees should be held accountable for a broad measure of business performance (Kotter,
1996).

When there are sources of complacency, it is unlikely for a change process to move forward as
there will be few to no people in the organization who feel the urgency to change. Therefore,
sources of complacency will have to be removed and their impact has to be minimized to avoid
falling back in the old situation. A few sources of complacency are there being no major and visible
crisis, the internal measurement systems focus on the wrong performance indexes, and the

overall performance standards are low. (Kotter, 1996)

11
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2.2.2 Creating the guiding coalition

After a sense of urgency is created within the organization, the next step, according to Kotter,
is to create a guiding coalition (Kotter, 1996). Just making people aware of the urgency to change
is not enough to be able to implement the change and have everyone moving in the same
direction. The guiding coalition is made up of people in the organization that will lead the change
process and act as change agents (Kotter, 1996). The manner in which change agents approach
their role is one of the factors that contribute to the failure or success of a change process (Ford
et al., 2008). Skilled change agents can have a positive influence on the planning, coordination,
and supporting the change process (Mashhady et al., 2022). According to Kotter (1996), it is
important to build a guiding coalition with the right composition, a level of trust among the
members, and a shared objective to lead the change process.

Kotter identifies four characteristics that are essential for the membership of the guiding
coalition. There should be enough key players involved, especially main line managers. Various
points of views should also be present in the expertise of the members. Furthermore, there
should be enough members with good reputations so the guiding coalition will be taken seriously.
Lastly, there should be enough proven leaders who are able to drive the change process. (Kotter,

1996)

2.2.3 Developing a vision and strategy

Once the guiding coalition is formed, they become responsible for developing a change vision
and strategy, which is the third step in Kotter’s model (Kotter, 1996). Without a vision and
strategy, there is no clear plan on how to enact the change. Vision and strategy are related
concepts. A strategic vision can be defined as the desired future state of the organization (De Wit,
2018). Therefore, by developing a clear change vision, strategy is something that flows from that.

According to Kotter (1996) a good change vision entails the important purposes of clarifying the
general direction of the change, motivating people to act in the right direction, and helping
coordinate the actions of different people in a fast and efficient way. By identifying these
purposes while developing the change vision it can serve as a guide, so the process does not stray
from the goal. Furthermore, an effective vision should be imaginable, desirable for stakeholders,

feasible, focused, flexible, and communicable (Kotter, 1996).

12
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2.2.4 Communicating the change vision

The next step, after developing the change vision, is to communicate the vision to the rest of
the organization which is the task of the guiding coalition (Kotter, 1996). If the guiding coalition
is able to communicate the vision in a charismatic way, they can envision the change vision for
the rest of the organization (Men at al., 2020). By means of helping employees envision the
change vision, the guiding coalition articulates the vision and motivates the people in the
organization to pursue the goals (Men et al., 2021). This shows that adequately communicating
the vision is not only important in order to get the people in the organization to understand the
vision but also to motivate them to implement it.

Kotter (1996) identifies key elements on how to effectively communicate a vision so people will
embrace it. The message has to be simple while using metaphors, analogies, and examples, it has
to be conveyed in multiple forms of communication, and it has to be repeated (Kotter, 1996).
There also needs to be two-way communication between the guiding coalition and the rest of the
organization (Kotter, 1996). Two-way communication here means that stakeholders, in this case
the employees, will be able to give feedback on the change vision which the guiding coalition
needs to seriously consider (Gorran Farkas, 2013). Furthermore, leaders will need to set the

example and the guiding coalition should explain any possible inconsistencies (Kotter, 1996).

2.2.5 Empowering broad-based action

Just communicating the change vision and helping the rest of the organization understand what
needs to be done is not enough to put the vision into action and the fifth step, therefore, is to
empower broad-based action (Kotter, 1996). Kotter (1996) argues that employees can
understand the vision and work towards it but are limited in their actions due to four barriers.
There are formal structures that make it difficult to act, employees lack skills which are needed
to perform the actions, personnel and information systems that make it difficult to act, and
supervisors discourage the actions required to implement the vision (Kotter, 1996). These
structural barriers can also limit employees in their creativity and ability to share ideas (Gorran
Farkas, 2013).

Removing the barriers can be done by aligning formal structures, information systems, and

personnel systems with the vision, training employees so they can acquire the needed skills, and

13
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confronting supervisors who are undermining the change process (Kotter, 1996). As
empowerment can be viewed as a process in which it is fluid over time and can lead to different
outcomes (Coy et al., 2021). Therefore, removing the structural barriers can then be seen as a
way to empower broad-based action since it is a process that happens over time in order to

pursue the desired outcome.

2.2.6 Generating short-term wins

Once employees are able to perform the actions needed to implement the change, the sixth
step of generating short-term wins commences (Kotter, 1996). Short-term goals can be defined
as urgent and can be achieved within a few months (Steca et al., 2016). Such an achievement of
a short-term goal can then be considered a short-term win.

The role of short-term wins within a change process is to provide evidence that the costs made
are worth it, reward those who achieved the goals, help fine-tune the vision and strategies,
undermine those who resist, keep supervisors on board, and build momentum (Kotter, 1996).
Providing evidence that the change process causes wins can help gain more support for the cause.
It can also help employees gain more confidence in the change process and make the changes

more consistent (Henry et al., 2017).

2.2.7 Consolidating gains and producing more change

When an organization progresses in the change process, consolidating the gains from the short-
term wins and producing more change as a result of this is the next step (Kotter, 1996). Upholding
the momentum by using the combined wins to create more change within the organization is
important as it is a way to avoid falling back into old patterns.

Kotter (1996) identifies five ways to achieve this momentum. The credibility built from
combined wins can be used to address bigger change projects (Kotter, 1996). By tackling the
smaller actions first, the small wins can be celebrated which makes employees more confident in
tackling the bigger actions (Henry et al., 2017). Furthermore, there should be leadership from
senior management in the form of maintaining the overall effort and the urgency level (Kotter,
1996). If people do not keep up the effort and start decreasing the effort, the change process will

not move forward. Organizations can also bring in additional people and promote those who are

14
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already part of the process (Kotter, 1996). The opportunity of a job promotion has a positive
impact on job satisfaction and this, then, has a positive relation to employee retention (Biason,
2020). Promoting employees who are already part of the process can, therefore, increase the
possibility of being able to keep the employees who are already knowledgeable on the change
process and motivated to implement it. Moreover, these employees, who are lower down the
hierarchy, can then provide leadership for specific projects (Kotter, 1996). As these employees
are already knowledgeable about the change process, they can lead others who were brought in
later in the process. Lastly, unnecessary interdependencies should be reduced so that actions can
be undertaken more easily (Kotter, 1996). These five actions should ensure that the organization

keeps moving close to their end goal in the change process.

2.2.8 Anchoring new approaches in the culture

Once all the actions needed to implement the change have been completed, the last step is to
ensure the new approaches get anchored in the culture (Kotter, 1996). The changed situation that
now exists has to become the status quo in the organization. This is the last step as changes in
norms and shared values happen at the end of a change process (Kotter, 1996).

Anchoring the change in the organizational culture depends on several elements. The change
only becomes part of the culture if the change process is successful (Kotter, 1996). It is also
possible that the change process failed, and the desired situation has not been reached so there
is no incentive to anchor this in the culture. In order to anchor a successful change, it is also
required that people verbally support the change and occasionally a turnover, specifically of key
people, is necessary to do so (Kotter, 1996). When key people continue to actively discourage the
change, it can lead to decreased commitment from employees to maintain the new situation as
key people directly and indirectly influence the commitment of employees (Musaigwa, 2023).
Furthermore, decisions on succession are crucial because if promotions are not compatible with
the new situation, the organization will return to its old situation (Kotter, 1996). When a change

is officially anchored into the culture, the change process is completed.
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2.3 Advantages of using Kotter’s change model

Kotter’'s model (Kotter, 1996) will be used as the foundation for this thesis. While Kotter first
developed his change model in the corporate sector (Kotter, 1996), the model has also been
applied in public sectors several times while quantitative methods, such as surveys, were used
(Small et al., 2016; Dredge et al., 2017; Henry et al., 2017). This shows that the change model is
not only applicable in the corporate sector but also in the public sector. Therefore, it might also
be possible to apply the model to municipalities, as this is in the public sector as well.

An advantage of Kotter’s model (Kotter, 1996) is that it is clear and easy to understand
(Wentworth et al., 2020). The eight steps are clearly separated into actions and what each step
entails. Therefore, it makes it possible to transform the steps into focused questions in order to
gather data from municipalities. The model also recognizes the importance of incorporating
opinions from employees and stakeholders (Small et al., 2016). If employees do not feel heard, it
might be difficult to gain their support for the change and this could cause resistance to the
change (Maurer, n.d.). Moreover, Kotter’s model (Kotter, 1996) is more effective than other
models when organizational change starts with senior management (Galli, 2019). In the case of
this thesis, there is a law change which forces management to commence a change process.
Therefore, the organizational change starts with top management and Kotter’s change model fits
the situation.

Kotter’'s model (Kotter, 1996) is used for this thesis as opposed to other change models. As
mentioned, while resistance is something that needs to be taken account when implementing
any change model, it is the sole focus of Maurer Three Levels of Resistance (Maurer, 1996) and
the model does not discuss how to actually implement the change. Therefore, Kotter’s model
(Kotter, 1996) fits this situation better as it discusses specific actions that the organization and
employees should take in order to implement the change.

The reason Kotter’s model was opted for instead of the ADKAR model (Hiatt, 2006) was because
Kotter divides the steps into three parts (Kotter, 1996). This made it more applicable to research
a situation that is still in the process of the change. The transformation process and introducing

the actual change are the parts that are relevant for this specific thesis (Kotter, 1996). Each step
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has to be followed in a sequence according Kotter’s model (Kotter, 1996) and, therefore, the steps
can easily be studied separately.

While the basic elements of Lewin’s three-step model (Lewin, 1947) can still be found in its
similarities with Kotter’s model (Kotter, 1996), the latter is more extensive. Kotter's model
(Kotter, 1996) is a better fit in the municipality context as there are specific actions for each step
that can be researched. This can give a more extensive idea of whether a change model can be

used to explain the variations in level of preparation for the change process in this setting.

2.4 Level of preparation

Level of preparation is another important element in this thesis. Preparation is related to
change management. As mentioned, change management is a term that is used for all actions
that are taken by an organization as a way to prepare employees for the future situation and
give them the tools that enable them to implement the required changes in an optimal
manner (Stolzenberg & Heberle, 2022). One of the most important reasons of change
processes failing is resistance to change (Warrick, 2023). In order to successfully implement
an organizational change, the employees will need to change too which cannot be effectively
done without preparing in advance (Indriastuti & Fachrunnisa, 2021). Therefore, when there
is resistance to change present in an organization and employees do not adapt due to lack
of preparation, it will be challenging to achieve successful implementation of a change. So,
in order to effectively manage change, an organization will heed to make preparations
specifically focused on implementing change.

Since the accountability report is not yet published until after this thesis is completed, the
level of preparation is used as a measure instead of whether the change process was
successful or not. The level of preparation in a municipality shows how prepared they are for
the change. All municipalities have to implement the change in the same timeframe.
However, some are more prepared than others which causes variations in level of
preparation. With this in mind, the research question this thesis will aim to answer is:

RQ: Can Kotter's change model be used to explain the variations in level of preparation for

the change process of implementing the accountability report in Dutch municipalities ?
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3 Methodology

3.1 Research method

For this thesis, a survey is used as the main research method. A survey is a quantitative research
method. Quantitative research focuses on analyzing a dataset through numbers (Field, 2018)
while qualitative research aims to understand the context in which decisions take place through
words (Myers, 2013). Qualitative research entails gathering information through interviews,
open-ended questionnaire questions or observations (Sekeran & Bougie, 2018). While this could
provide interesting insights on the topic at hand, it does not fit this specific thesis. Due to the
timeframe, there would be a select number of municipalities that would be observed. However,
there are 342 municipalities in the Netherlands in 2024 (CBS, n.d.). Each municipality must abide
to national regulations but also has their own regulations which are independent from other
municipalities (Diepenmaat et al., 2016). Therefore, each municipality is different when it comes
to their policies. This will make it difficult to generalize findings if there is a small sample size. So,
with the number of municipalities in mind, a larger sample size is preferred which is possible
through a quantitative research method, such as a survey. For that reason, a survey is used in this
instance.

The survey contains questions relating to the steps of Kotter’s change model (Kotter, 1996) in
the context of the changes surrounding the accountability report. The questions are asked in a
way to discover whether the actions of each step were taken during the change process and to
what extent. This is done through the use of 5-point Likert scale. One of the steps is asked in a
way where respondents have to respond to three separate 5-point Likert scales. An average of
the responses to these three separate Likert-scales items is taken when analyzing this step. The
guestions contain the essence of the actions necessary for each step but do not explicitly mention
the steps or Kotter’s model (Kotter, 1996). This is to prevent respondents who are familiar with
the model from answering the questions in a way the model expects them to.

Not all steps are included in detail in the survey, specifically step 7 and 8. Step 7 focuses on
consolidating gains and producing more change while step 8 focuses on anchoring new

approaches in the culture (Kotter, 1996). Municipalities have not yet published the first
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accountability report when they respond to the survey, so the change process has not yet been
concluded. It is possible to have taken actions regarding step 7, but this is something that would
continue until the end of the change process. Anchoring new approaches in the culture as in step
8 does not happen until the change has been fully implemented and is the conclusion of the
change process (Kotter, 1996). The survey, therefore, combines the two steps into a single
guestion which aims to discover whether municipalities have made plans for after the
implementation of the change.

Furthermore, respondents are also asked about the level of preparation they believe their
municipality has in the context of the accountability report as well as control variables that could
be related to the level of preparation. These questions will cover when they first heard about the
accountability report, when their municipality started making preparations for the change, how
many preparations their municipality made, and whether they believe their municipality will be
able to timely publish the accountability report in accordance with the Gemeentewet (2024). The
first two questions have answer options that has respondents select a year while the third
guestion has a 5-point Likert scale. The third question is what is analyzed as the dependent
variable, namely level of preparation. The last question has two answer options of which one
option is that the respondent believes the municipality will timely publish the accountability
report while the other option is that they believe they will not.

Lastly, respondents are also asked several demographic questions to conclude the survey.
These include the province the municipality is located in, the number of citizens the municipality
has, and the job function of the respondent. The job function is the only question in the survey
that has an open-ended answer option for if the respondent believes that none of the functions

mentioned accurately describes their function.

3.2 Data collection and analysis

For this thesis, an online survey was used to collect data. An online survey was chosen as this is
the fastest way to reach all municipalities in the Netherlands. An anonymous link to the survey
with a request to complete it was sent in an email to a general municipality email address or

through a contact form. A second email was sent as a reminder and to once again request to
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complete the survey if they have not yet done so. Participating in the survey is done anonymously
so it is not possible to see which municipalities completed it. However, if the sample size is large
enough, it will more accurately approximate the population (Field, 2018). Therefore, the
anonymous link was also shared in a post on LinkedIn in an effort to bring more attention to the
survey and gain a larger data sample.

Responses to the survey are collected and analyzed in the statistical program R. While analyzing,
the dependent variable is level of preparation, and the seven independent variables are the steps
from Kotter's model (Kotter, 1996). Through a multiple linear regression model, it can be analyzed
whether Kotter's model (Kotter, 1996) has a significant effect on the level of preparation. It can
then be examined whether it can be used to explain the variations in level of preparation and the

research question can be answered.
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4 Results

The survey reached a total of 132 completed responses. As there are 342 municipalities in the
Netherlands (CBS, n.d.), it can be said that there is a large enough sample size with 132 responses
to make generalized statements about the outcomes. This large sample size adds to the validity
of this thesis.

With these responses, this thesis aims to answer the research question:

RQ: Can Kotter’s change model be used to explain the variations in level of preparation for
the change process of implementing the accountability report in Dutch municipalities?

Figure 1 shows the variation in level of preparation for the change process in Dutch
municipalities. The respondents answered the question of whether their municipality made
preparations specifically for the change on a 5-point Likert scale where 1 was the answer option
“Not at all”, 2 was “Somewhat”, 3 was “Sufficient”, 4 was “Much”, and 5 was “Very much”. The

answer indicates the level of preparation for each individual municipality.

Variation in Level of Preparation
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FIGURE 1. VARIATIONS IN LEVEL OF PREPARATION HISTOGRAM
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As can be seen in the figure, most municipalities answered that there was sufficient preparation
or much preparation with some also answering somewhat or very much. There was only one
municipality that answered that there were no preparations for the change. This thesis explores
whether Kotter’s model (Kotter, 1996) can explain this variation by finding an answer to the

research question. It aims to explore this through the use of a multiple linear regression model.

4.1 Descriptive statistics

In order to analyze the data, a multiple linear regression model was created in R with level of
preparation as the dependent variable and the steps of Kotter’s model (Kotter, 1996) as the
independent variables. The descriptive statistics of this multiple linear regression model can be

seen in Model 1 of Table 1.

Model 1 Model 2

Coefficient |Std. Error {P-value Coefficient |Std. Error |P-value
(Intercept) 1.73 0.34. 0.000 *** 2.24 0.54; 0.000 ***
Independent variables
Sense of urgency 0.31 0.12; 0.008 ** 0.34 0.12; 0.006 **
Guiding coalition -0.001 0.08. 0.990 -0.04 0.09; 0.612
Vision development 0.09 0.12. 0.463 0.02 0.14; 0.875
Communicating vision -0.05 0.11; 0.657 -0.01 0.11} 0.936
Empowering action 0.13 0.10;, 0.176 0.10 0.10; 0.305
Short-term wins -0.05 0.11: 0.665 -0.07 0.11; 0.515
Anchoring new situation 0.06 0.10{ 0.542 0.06 0.11; 0.615
Control variables
Starting year of preparation YES
Number of citizens 0.002 0.11; 0.983
Province YES
Number of observations 132 132
Multiple R-squared 0.184 0.328
Significant codes 0.001 *** 0.01** 0.05* 0.001 *** 0,01 ** 0.05*

TABLE 1. DESCRIPTIVE STATISTICS OF MULTIPLE LINEAR REGRESSION MODELS (MODEL 1 AND MODEL 2)
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Table 1 also includes the descriptive statistics of Model 2 which is a multiple linear regression
model with level of preparation as the dependent variable and the steps of Kotter’s model (Kotter,
1996) and relevant control variables as independent variables. For this linear regression model,
the variables of starting year of preparation and province are transformed into factor variables as

these are descriptive variables originally.

4.2 Linear regression model assumptions

Before a multiple linear regression model can be analyzed, it needs to be tested whether the
dataset violates none of the assumptions of a linear regression model. There are seven
assumptions that need to hold in order to obtain reliable estimates (Casson & Farmer, 2014).
Here, all assumptions will be tested and explained for Model 1 of Table 1. The first assumption is
that there needs to be a linear relation between the independent variables and the dependent
variable (Casson & Farmer, 2014). When this linearity exists, there should be no systematic
relationship between the residuals and fitted values (Kabacoff, 2015). This was tested with a
Residuals vs. Fitted plot where the line stays close to zero which shows that there are no issues
with non-linearity*. The second assumption states that the dependent variable cannot be
categorial (Casson & Farmer, 2014). There is a debate about whether variables based on a Likert
scale violate this assumption. While some argue that these variables cannot be used, others argue
that it is possible to find accurate estimates with variables based on a Likert scale (Lubke &
Muthén, 2004). It is, therefore, assumed for this thesis that this assumption is not violated. The
third assumption is that the independent variables need to be uncorrelated with the error which
could happen due to omitted variables (Casson & Farmer, 2014). The chance of this is always
present as not every variable can be measured. This can be addressed by the use of an
instrumental variable which has to be correlated with the independent variable but uncorrelated
with the error and dependent variable (Ullah et al., 2021). This variable needs to be available in
the dataset which is not the case here. Therefore, it is possible that the found coefficients are

weaker or stronger than its real effect. However, for this thesis it is assumed that there are no

4 See Appendix 1.1: Assumption tests Model 1 for Figure 2.
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crucial omitted variables for Kotter’s change steps (Kotter, 1996). The mean value of the error
being zero is the fourth assumption (Casson & Farmer, 2014). As this is accounted for by a
constant, which is included in the model, this assumption is not violated. The fifth assumption
states that the error has a constant variance, meaning there is homoscedasticity (Casson &
Farmer, 2014). A Breusch-Pagan test was conducted which gives a p-value of 0.395. As this is not
significant, it can be concluded that the model is homoscedastic. As stated in assumption 6, the
errors should also be uncorrelated (Casson & Farmer, 2014). When conducting a Durbin-Watson
test, a value of 1.99 was given. As this is close to 2, it can be concluded that there is no
autocorrelation. Furthermore, there is the seventh assumption of normality which states there
should be a normal distribution (Casson & Farmer, 2014). A Q-Q plot can be used to test this
(Kabacoff, 2015). The Q-Q plot for this model shows that the datapoints are along the line and,
therefore, normality can be assumed?. Lastly, as a multiple regression model is used, there is the
additional assumption of independent variables not being multicollinear (Casson & Farmer,
2014). To test this, the variance inflation factor (VIF) was calculated for each independent
variable. As the VIF is between 1 and 3 for each of these variables, it can be concluded there is no
multicollinearity in this model. Since none of the assumptions have been violated, it can be

assumed that accurate estimates can be made with a multiple linear regression model.

4.3 \Variations explained by Kotter’s model

4.3.1 Kotter’s change steps as independent variables
Firstly, Model 1 of Table 1 is analyzed. This is a multiple linear regression model. The relation
that is being estimated for this model is:
Level of preparation = 0 + (B1 x Sense of urgency) + (B2 x Guiding coalition) + (B3 x Vision
development) + (B4 x Communicating vision) + (B5 x Empowering action) + (B6 x Short-

term wins) + (B7 x Anchoring new change) + e®

5See Appendix 1.1: Assumption tests Model 1 for Figure 3.
6 Where B0 is the constant and e is the error term.
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A smaller dataset was made with only these eight variables. A multiple linear regression model
was then created with level of preparation as the dependent variable and the seven variables of
Kotter’s change steps (Kotter, 1996) as the independent variables.

In Table 1 it can be seen that the independent variable sense of urgency is significant with a p-
value of 0.008. The coefficient is 0.31 which means that sense of urgency has a positive effect on
the dependent variable level of preparation. This positive effect indicates that if there is a high
sense of urgency within a municipality, the level of preparation will also be higher. As mentioned
by Kotter, it is crucial to create a sense of urgency within the organization in order to gain
cooperation from everyone involved (Kotter, 1996). This can explain the positive effect between
sense of urgency and level of preparation. If the people involved are aware of the urgency of the
change, they are also more willing to cooperate and be involved in preparing the municipality for
the accountability report. When municipalities do not make people aware of this urgency, this
can then lead to resistance which is one of the most important reasons for change processes
failing (Warrick, 2023). The reason this leads to resistance can be partially explained by the way
Kotter’s model (Kotter, 1996) is set up. Kotter created the sequence as a way to avoid resistance
during a change process and states that, while multiple steps can be happening simultaneously,
skipping a step can cause resistance to the change (Kotter, 1996). Therefore, if people are not
made aware of the urgency of the change or if this is not done adequately, this can negatively
affect the level of preparation due to a lack of cooperation from the people involved as they resist
the change.

Sense of urgency is the only independent variable that is significant. This is notable as Kotter
states that resistance to the change is a possible threat when any of the eight steps are skipped
or not executed properly (Kotter, 1996). However, as none of the other steps are significant, no
proof is found that the steps that follow sense of urgency have an effect on the level of

preparation in a municipality.

4.3.2 Sense of urgency as independent variable
When sense of urgency is analyzed in a simple linear regression model, the positive effect on

level of preparation remains. The relation that is estimated in here is:
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Level of preparation = B0 + (B1 x Sense of urgency) + e’
Table 2 shows the descriptive statistics of this simple linear regression model. Sense of urgency

is the only independent variable in this model.

Coefficient {Std. Error |P-value
(Intercept) 1.93 0.30; 0.000 ***
Sense of urgency 0.43 0.09; 0.000 ***
Number of observations 132
Multiple R-squared 0.155
Significant codes 0.001 *** 0.01** 0.05*

TABLE 2. DESCRIPTIVE STATISTICS OF SIMPLE LINEAR REGRESSION MODEL (SENSE OF URGENCY)

Table 2 shows that sense of urgency is more significant when analyzed in a simple linear
regression model as opposed to a multiple linear regression model. The coefficient also slightly
increases from 0.31 in Model 1 of Table 1t0 0.43 in Table 2. Therefore, sense of urgency’s positive
effect on level of preparation still remains and becomes slightly stronger. The Multiple R-squared
of the simple linear regression is 0.155 while the Multiple R-squared of the multiple linear
regression model is 0.184. This indicates that, on its own, sense of urgency explains more of the
variance in level of preparation than all the other variables of Kotter’s change steps (Kotter, 1996)

do together. Still, sense of urgency only explains part of the variation in level of preparation.

4.3.3 Sense of urgency as dependent variable

As mentioned earlier, it is notable that only one of Kotter’s change steps is significant as Kotter
states that resistance to the change is a possible threat when any of the eight steps are skipped
or not executed properly (Kotter, 1996). Due to this, it would be expected that the other change
steps would also show as significant. Therefore, a subsample is analyzed. In this subsample, only
the municipalities with a high sense of urgency are included. These are the municipalities that

responded with a 4 or a 5 for sense of urgency on a 5-point Likert scale. This gives a dataset with

7Where B0 is the constant and e is the error term.
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62 observations which is slightly less than half of the total observations. Sense of urgency is taken
as the dependent variable while the rest of Kotter’s change steps (Kotter, 1996) are the
independent variables. This subsample is being analyzed as it is possible that the municipalities
with a high sense of urgency also have high values for the other steps which could explain why
they do not show as significant in the original model.
The relation that is being estimated here is:
Sense of urgency = B0 + (B1 x Guiding coalition) + (B2 x Vision development) + (B3 x
Communicating vision) + (B4 x Empowering action) + (B5 x Short-term wins) + (B6 x
Anchoring new change) + e®
A multiple linear regression model is made to estimate this relation. Table 3 shows the

descriptive statistics of this multiple linear regression model.

Coefficient Std. Error |P-value
(Intercept) 3.61 0.20] 0.000 ***
Guiding coalition 0.02 0.04; 0.660
Vision development 0.04 0.06; 0.453
Communicating vision 0.07 0.05; 0.191
Empowering action 0.04 0.05, 0.452
Short-term wins -0.003 0.05, 0.944
Anchoring new situation -0.02 0.06; 0.667
Number of observations 62
Multiple R-squared 0.123
Significant codes 0.001 *** 0.01** 0.05*

TABLE 3. DESCRIPTIVE STATISTICS OF MULTIPLE LINEAR REGRESSION MODEL (SUBSAMPLE)

As can be seen in this table, the other steps still do not show as significant. With a subsample
no proof has been found that the steps that follow sense of urgency have an effect on sense of
urgency, and, therefore, on level of preparation. When looking at the observations of the

subsample individually, it can also be seen that there is much variation in the values of the other

8 Where B0 is the constant and e is the error term.
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steps. Therefore, it cannot be said that municipalities with a high sense of urgency also have a
high value for the other steps. This could indicate that creating a sense of urgency is the most
important step in a municipality setting as the municipalities with a higher sense of urgency also
have a higher level of preparation as can be seen in Table 1. While in other settings, not following
the sequence of Kotter’s model (Kotter, 1996) could lead to resistance to change, this might be

less relevant for a municipality setting as shown by these models.

4.4 Variations explained by Kotter’s model and control variables

4.4.1 Kotter’s change steps and control variables as independent variables
Next to Kotter’s change steps (Kotter, 1996), there are also several control variables that could
be of interest. These control variables are starting year of preparation, number of citizens, and
province. Model 2 of Table 1 shows the descriptive statistics of the multiple linear regression
model that has level of preparation as the dependent variable and all of Kotter’s change steps
(Kotter, 1996) and the, previously mentioned, control variables as independent variables. The
assumptions were tested for this model as well, and it was found that no assumptions have been
violated®. The relation that is being estimated by this multiple linear regression model is:
Level of preparation = 0 + (B1 x Sense of urgency) + (B2 x Guiding coalition) + (B3 x Vision
development) + (B4 x Communicating vision) + (B5 x Empowering action) + (B6 x Short-
term wins) + (B7 x Anchoring new change) + (B8 x Starting year of preparation) + (B9 x
Number of citizens) + (B10 x Province) + e'©
As can be seen in Model 2 of Table 1, sense of urgency continues to be the only significant
variable of Kotter’s change steps (Kotter, 1996). Therefore, it can still be said that municipalities
with a high sense of urgency will more likely have a high level of preparation. This result also
supports the assumption that sense of urgency could the most important step in a municipality
setting and that while in other settings, not following the sequence of Kotter’s model (Kotter,

1996) could lead to resistance to change, this might be less relevant for a municipality setting.

9 See Appendix 1.2: Assumption tests Model 2 for the outcomes of the formal assumption tests.
10 Where B0 is the constant and e is the error term.
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For Model 2 of Table 1 two of the control variables, starting year of preparation and province,
are transformed into factor variables so they can be included in the model. Therefore, not every
descriptive statistic for these variables is shown in Table 1. Neither of these variables show any
significance for the separate factors. Therefore, no proof has been found that either the province
in which the municipality is located, or the starting year of preparation have an effect on level of
preparation. The number of citizens also does not show any significance. Similar to the other two
control variables, it can be said that no proof has been found that the number of citizens in a
municipality has an effect on level of preparation. As all municipalities have to follow the same
law when it comes to the accountability report, regardless of province or number of citizens, this

can explain why these two control variables do not show significance.

4.4.2 Kotter’s change step and starting year as independent variables
It is interesting, however, that the starting year of preparation shows no significance for any of
the separate factors. For this variable, respondents were asked whether their municipality started
preparing for the accountability report in 2019 or earlier, 2020, 2021, 2022, 2023, 2024, or not
applicable. While no respondent answered not applicable, the other answers were varied. A
municipality that starts preparing in 2023 or 2024 will have had less time to reach a high level of
preparation than municipalities that started preparing before that. So, it would be expected that
municipalities that started preparing later will have a lower level of preparation. The multiple
linear regression model with multiple control variables did not find proof of this. Therefore, a
multiple linear regression model was created with only Kotter’s change steps (Kotter, 1996) and
the starting year of preparation as independent variables, leaving out the other control variables.
That way it can be seen whether there is any significance for starting year of preparation when
the other control variables that showed no significance are notincluded in the model. The relation
that is being estimated by this model is:
Level of preparation = 0 + (B1 x Sense of urgency) + (B2 x Guiding coalition) + (B3 x Vision
development) + (B4 x Communicating vision) + (B5 x Empowering action) + (B6 x Short-

term wins) + (B7 x Anchoring new change) + (B8 x Starting year of preparation) + e'!

11 Where B0 is the constant and e is the error term.
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Table 4 shows the descriptive statistics of this multiple linear regression model.

Coefficient |Std. Error |P-value
(Intercept) 1.87 0.43] 0.000 ***

Independent variables

Sense of urgency 0.31 0.11; 0.009 **
Guiding coalition -0.04 0.08: 0.635
Vision development 0.06 0.13; 0.616
Communicating vision 0.03 0.11; 0.779
Empowering action 0.14 0.10. 0.147
Short-term wins -0.03 0.10; 0.759
Anchoring new situation 0.001 0.11; 0.991

Control variable

Starting year of preparation YES
Number of observations 132
Multiple R-squared 0.251
Significant codes 0.001 *** 0.01** 0.05*

TABLE 4. DESCRIPTIVE STATISTICS OF MULTIPLE LINEAR REGRESSION MODEL (STARTING YEAR OF PREPARATION)

While sense of urgency continues to be similar to Model 1 of Table 1, there is a change for
starting year of preparation. Starting preparations in 2024 has a significant effect with a p-value
of 0.49. The coefficient is -1.67 which indicates a negative relation between starting preparations
in 2024 and level of preparation. As starting year of preparation is a factor variable, this shows
the significance of 2024 with 2019 or earlier as the reference group. Therefore, it can be said that
starting preparations in 2024 as opposed to 2019 or earlier negatively affects the level of
preparation in a municipality. The negative effect can be explained by the timeframe of the
change process. The first accountability report has to be published by July 15, 2024
(Gemeentewet, 2024). So, municipalities not starting preparations until months before the
publication of the accountability report gives them very little time to prepare which then leads to
a low level of preparation.

As sense of urgency continues to have similar results in all models, it can more confidently be

said that sense of urgency could be the most important step in a municipality setting and that
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while in other settings, not following the sequence of Kotter’s model (Kotter, 1996) could lead to

resistance to change, this might be less relevant for a municipality setting.

4.5 Additional findings

An interesting thing to note is that for the variable ability to timely deliver, every respondent
answered the same. For this variable, respondents answered whether their municipality would
or would not be able to deliver the accountability report in a timely manner. Those who answered
that their municipality would be able to do so are categorized as “yes” while those who answered
their municipality would not be able to do so are categorized as “no”. All observations can be
categorized under “yes”.

This is interesting as this implies that, regardless of their level of preparation, every municipality
expects to be able to deliver the accountability report in a timely manner. According to the
Gemeentewet (2024) the accountability report has to be published on July 15 at the latest. In the
required external audit, the accountant will check the accountability report and give a statement
whether the information provided is a faithful representation of reality (Commissie BADO, 2023).
This statement can be approving, with limitation, abstention of judgement or disapproving
(Besluit accountantscontrole decentrale overheden, 2017). An approving statement is given when
there are no large errors or uncertainties, a statement with limitation is given when there are
errors and uncertainties within the allowed limit, an abstention of judgement is given when the
uncertainties are above the allowed limit as the accountant cannot give an informed statement,
and a disapproving statement is given when the errors are above the allowed limit (Besluit
accountantscontrole decentrale overheden, 2017). A municipality might, therefore, be able to
timely deliver the accountability report, but this does not have to mean that they will get an
approving statement from the accountant. However, whether municipalities get an approving
statement for their accountability report and if this has relation to the level of preparation of a
municipality cannot be researched until the accountability report has been published alongside
the statement from the accountant. These do not get published until after this thesis has been

concluded.
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5 Conclusion

The research question this thesis aimed to answer is:
RQ: Can Kotter’s change model be used to explain the variations in level of preparation for
the change process of implementing the accountability report in Dutch municipalities?
Kotter’s model consists of eight steps that, according to him, must be followed in a sequence in
order to avoid resistance to change (Kotter, 1996). These eight steps are: 1. Creating a sense of
urgency, 2. Creating the guiding coalition, 3. Developing a vision and strategy, 4. Communicating
the change vision, 5. Empowering broad-based action, 6. Generating short-term wins, 7.
Consolidating gains and producing more change, and 8. Anchoring new approaches in the culture
(Kotter, 1996). Data on these eight steps, the level of preparation, and several control variables
was collected through an anonymous online survey and sent out to every municipality in the
Netherlands. In the survey the focus was on the first six steps. At the time the data was collected,
many municipalities were still in the process of drafting the accountability report. Therefore, the
change process was not fully finished, and the last two steps of Kotter’s model (Kotter, 1996)
were less relevant at that time as these steps happen later in the process or at the very end of
the process. The responses of the survey were collected and then analyzed through the use of R.

This was done by using linear regression models.

First, it was analyzed whether Kotter’s model (Kotter, 1996) explained the variations in level of
preparation on its own. This is Model 1 of Table 1. The outcome of the multiple linear regression
model showed that only the first step, sense of urgency, was significant. The coefficient is 0.31
which indicates a positive effect of sense of urgency on level of preparation. Therefore, it can be
said that if there is a high sense of urgency within a municipality, the level of preparation will also
be higher. When analyzed in a simple linear regression model, sense of urgency continues to have
a positive effect on level of preparation. As mentioned by Kotter, it is crucial to create a sense of
urgency within the organization in order to gain cooperation from everyone involved (Kotter,
1996) which can explain this positive effect. If the people involved are aware of the urgency of
the change, they are also more willing to cooperate and be involved in preparing the municipality

for the accountability report. When municipalities do not make people aware of this urgency, this

32



Danique Janssen Jun. 30, 24 Master Thesis, Economics

can then lead to resistance which is one of the most important reasons for change processes
failing (Warrick, 2023). Therefore, if people are not made aware of the urgency of the change or
if this is not done adequately, this can negatively affect the level of preparation due to a lack of
cooperation from the people involved.

However, it is notable that none of the other steps of Kotter's model were found to be
significant as Kotter states that resistance to the change is a possible threat when any of the eight
steps are skipped or not executed properly (Kotter, 1996). Due to this, it would be expected that
the other change steps would also show as significant. Therefore, a subsample with only
observations that have a value of 4 or 5 for sense of urgency on a 5-point Likert scale was
analyzed. Here, sense of urgency is the dependent variable while the other steps are the
independent variable. This is analyzed as it is possible that the municipalities with a high sense of
urgency also have high values for the other steps which could explain why they do not show as
significant in the original model. However, no proof was found that the steps that follow sense of
urgency have an effect on sense of urgency, and, therefore, on level of preparation. There is also
much variation in the values of the other steps in this subsample. Therefore, it cannot be said that
municipalities with a high sense of urgency also have a high value for the other steps.

Next, the dataset was analyzed by taking Model 1 and adding control variables that could be of
interest, namely starting year of preparation, number of citizens, and province. This is Model 2 of
Table 1. Sense of urgency continued to be the only step in Kotter’s model (Kotter, 1996) that
shows as significant. The effect of sense of urgency on level of preparation stayed similar to that
of Model 1. However, none of the control variables have significant p-values. Therefore, no proof
has been found that the starting year of preparation, the province in which the municipality is
located or the number of citizens in a municipality have an effect on level of preparation.

It is notable that the starting year of preparation shows no significance. A municipality that
starts preparing in 2023 or 2024 will have had less time to reach a high level of preparation than
municipalities that started preparing before that. So, it would be expected that municipalities that
started preparing later will have a lower level of preparation. Therefore, a multiple linear
regression model was created with only Kotter’s change steps (Kotter, 1996) and the starting year

of preparation as independent variables, leaving out the other control variables. Here, it was
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found that sense of urgency continues to have similar findings over all different models so the
effect it has on level of preparation remains. It was also found that starting preparations in 2024
now has a significant p-value. The coefficient is -1.67 which indicates a negative relation between
starting preparations in 2024 and level of preparation. Therefore, it can be said that starting
preparations in 2024 as opposed to 2019 or earlier negatively affects the level of preparation in
a municipality. The negative effect can be explained by the timeframe of the change process. The
first accountability report has to be published by July 15, 2024 (Gemeentewet, 2024). So,
municipalities not starting preparations until months before the publication of the accountability

report gives them very little time to prepare which then leads to a low level of preparation.

To sum up, sense of urgency is the only one of Kotter’s change steps (Kotter, 1996) that shows
significance. Sense of urgency has a positive effect on level of preparation so municipalities with
a high sense of urgency also have a higher level of preparation. The same result was found over
all different models that have been analyzed. For the other steps no proof has been found that
they have an effect on level of preparation. This could indicate that creating a sense of urgency is
the most important step in a municipality setting. While in other settings, not following the
sequence of Kotter’s model (Kotter, 1996) could lead to resistance to change, this might be less
relevant for a municipality setting as shown by these models. For this specific change process, the
reason for this could be that the change is required by the law. So, gaining cooperation by
conveying the urgency of the change to the people involved could be the best way to avoid
resistance to change in a municipality setting where the change is obligated. It was also found
that starting preparations in 2024 as opposed to 2019 or earlier negatively affects the level of
preparation in a municipality. Therefore, it is advised to make creating a sense of urgency a
priority for change processes in municipality settings and to not start preparations in the same

year as when the change process has to be concluded and implemented.
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6 Limitations and recommendations

6.1 Research limitations

Every research comes with its limitations as does this thesis. One such limitation is the
timeframe in which the thesis was written. The thesis had to be written in a specific timeframe
and due to that, the thesis was already completed before the accountability reports of the
municipalities had been published. This has to be done by July 15 according to the Gemeentewet
(2024). As mentioned, every municipality answered that they would be able to timely deliver the
accountability report but whether the report got an approving statement from the external
accountant could not be considered for this thesis. The change process was not fully completed
when data was collected. This could have also affected the responses to the survey questions as
some questions were asked about events that still had to take place.

Another limitation of this thesis is the anonymity of the data. This is, in part, also due to the
timeframe. Data had to be collected in a short period of time, so it was important to get a large
enough dataset in that period in order to be able to analyze the data and make generalized
statements. Therefore, it was decided to make the survey responses anonymous to create a lower
threshold for respondents who possibly wanted to participate in the survey. While this did end
up providing a dataset with 132 responses, it could not be determined whether all responses were
from different municipalities. Many municipalities replied saying they sent the survey link to the
relevant departments so it cannot be verified whether multiple people within such a department
responded to the survey.

Also, most of the questions in the survey contain self-reported values. Only the control variables
are based on questions that asked for facts, such as the province the municipality is located in or
the year the municipality started preparing for the changes surrounding the accountability report.
For the other variables respondents were asked for their estimate on these variables for the
municipality they work for. This leads to respondents answering a question according to their
interpretation and experience. These values do not always have to fully align with reality as

people can have skewed estimates or interpret some things differently.

35



Danique Janssen Jun. 30, 24 Master Thesis, Economics

Lastly, there is always the possibility of endogeneity. Endogeneity happens when the model is
specified incorrectly, there is a systematic error in the measurements or there are crucial variables
that were omitted (Hill et al., 2021). It is assumed the model used in this thesis is specified
correctly as the assumptions of the linear regression model have been tested before the data was
analyzed. It is also assumed there is no systematic error in the measurements since all Dutch
municipalities were approached for the survey. However, while it was assumed there were no
crucial omitted variables, this can still be an issue. This cannot be tested and, therefore, it cannot
be confirmed. There could be variables that have a great influence but were not considered in
this thesis. One such variable could be specific changes within a municipality, such as a merger of
multiple municipalities. There could also have been other effects in a municipality that affected

the independent variables but that were not considered when collecting the data.

6.2 Recommendations

6.2.1 Future research

This thesis found that, out of Kotter’s change steps (Kotter, 1996), only sense of urgency
explains part of the variations in level of preparation for the change process of implementing the
accountability report in Dutch municipalities. Sense of urgency also does not fully explain this
variation. Therefore, there is something else that explains it. This could be another change model
or something else entirely. Therefore, this could still be an interesting topic to research. The
changes surrounding the accountability report were enforced upon Dutch municipalities by the
law, they have to enact the change process in order to abide by the law. The question that,
therefore, remains interesting is why this variation in level of preparation exists within
municipalities. There could be other reasons behind this variation. Finding the cause could in turn
help municipalities gain insight into how to approach the next change process in their
organization.

As Kotter states that resistance to the change is a possible threat when any of the eight steps
are skipped or not executed properly (Kotter, 1996), it would have been expected that more steps
showed significant values in the analysis. Since this was not the case, it could be interesting to

explore whether there were any moments of resistance from employees or key people, such as
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managers, after a sense of urgency had been created. A model that can be used for this is the
Maurer Three Levels of Resistance model which fully focuses on resistance to change (Maurer,
1996). This model gives an extensive view on why resistance happens during an organizational
change. This model, together with Kotter’s change steps (Kotter, 1996), could possibly find
whether resistance to change happens in municipality settings if only a sense of urgency has been
created. If it is found that resistance to change is absent, these two models together could also
find reasons as to why this is absent.

Another topic that can be researched is the outcome of the first accountability reports that are
published by the municipalities. As mentioned, this thesis has collected data before the
accountability reports have been published and all municipalities answered they will be able to
deliver the accountability report before July 15 in accordance with the Gemeentewet (2024)
regardless of their level of preparation. What then becomes interesting is the type of statement
the external accountant gives the accountability report and the financial statements as a whole.
This statement can be approving, with limitation, abstention of judgment or disapproving (Besluit
accountantscontrole decentrale overheden, 2017). It could be researched if the type of statement

correlates with the level of preparation a municipality had beforehand.

6.2.2 Practice

While Kotter’s model (Kotter, 1996) as a whole does not fully explain the variations in level of
preparation for the change process of implementing the accountability report in Dutch
municipalities, sense of urgency does have a significant value and a positive effect. This shows
that if a municipality makes the people involved aware of the urgency of the change process, this
will also have a positive effect on their level of preparation. As mentioned by Kotter, it is crucial
to create a sense of urgency within the organization in order to gain cooperation from everyone
involved (Kotter, 1996). Therefore, it is advised to make creating a sense of urgency a priority for
change processes in municipality settings. While the sense of urgency does not fully explain the
variation, it is a start of gaining this cooperation from the people involved.

Another variable that has a significant value is starting preparations in 2024 as opposed to 2019
or earlier. This variable has a negative effect on the level of preparation. Therefore, it is advised

to not start preparations so close to when the change process has to be implemented and
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concluded. Municipalities that did not start preparing until 2024 only have a few months to
prepare the organization for the accountability report as it has to be published by July 15 that
year (Gemeentewet, 2024). This can be something municipalities can learn from so that for the
next change process, they can ensure that the change process will not be commenced only

months before it should be implemented and concluded.
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8 Appendices

8.1 Appendix 1: Additional figures
In this appendix additional figures for the results are shown.

8.1.1 Assumption tests Model 1
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FIGURE 2. RESIDUALS Vs. FITTED PLOT (MODEL 1)
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Q-Q Residuals
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FIGURE 3. Q-Q PLOT (MODEL 1)

8.1.2 Assumption tests Model 2

The Breusch-Pagan test gives a p-value of 0.847. As this is not significant, it can be concluded

there is no heteroscedasticity.

The Durbin-Watson test gives a value of 1.91. As this is close to 2, it can be concluded there is

no autocorrelation.

The VIF is between 1 and 4 for each of the variables. Therefore, it can be concluded that there

is no multicollinearity in this model.
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FIGURE 4. RESIDUALS VS. FITTED PLOT (MODEL 2)

As the line stays close to zero, it can be assumed there are no issues with non-linearity.
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FIGURE 5. Q-Q PLOT (MODEL 2)

As the datapoints are along the line, normality can be assumed.

The remaining assumptions are not violated for the same reasons as Model 1 which has been

explained in detail in 4.2 Linear regression model assumptions.
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8.2 Appendix 2: Survey

In this appendix the survey that was sent to municipalities to gather data is shown. The survey
was made in Qualtrics. As these were sent to Dutch municipalities, this is also the language in

which the survey is presented.

Deze enquéte is bedoeld voor gemeenten in Nederland en specifiek voor mensen die
werkzaamheden verrichten rondom de rechtmatigheidsverantwoording.

De antwoorden van deze enquéte worden verzameld als onderdeel van mijn Master’s Thesis in
Economics. Deze master volg ik op de Radboud Universiteit in Nijmegen. In mijn scriptie
onderzoek ik of er specifieke factoren zijn die invloed hebben op de voorbereiding van een
gemeente voor de implementatie van de vernieuwde rechtmatigheidsverantwoording. Door
middel van de antwoorden wil ik onderzoeken of er verbanden zijn tussen factoren en in welke
mate een gemeente voorbereid is. De eventuele verbanden kunnen van belang zijn voor
gemeenten.

De enquéte is anoniem en antwoorden kunnen niet worden terug herleid naar een specifieke
gemeente.

Het afnemen van de enquéte duurt ongeveer 10 minuten.

Heel erg bedankt voor het deelnemen aan deze enquéte!

De eerste vier vragen gaan over de voorbereiding van uw gemeente voor de veranderingen

rondom de rechtmatigheidsverantwoording.

1. Inwelkjaar hoorde uvoor het eerste over de vernieuwde rechtmatigheidsverantwoording?

e 2014-2018
e 2019
e 2020
e 2021
e 2022
e 2023
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2024

2. Inwelk jaaris uw gemeente begonnen met voorbereidingen treffen voor de implementatie

van de vernieuwde rechtmatigheidsverantwoording?

2019 of eerder
2020
2021
2022
2023
2024

n.v.t.

3. Heeft uw gemeente voorbereidingen getroffen specifiek voor het opleveren van de

rechtmatigheidsverantwoording?

Helemaal niet
Enigszins
Voldoende
Veel

Erg veel

4. Denkt u dat uw gemeente in staat is om de rechtmatigheidsverantwoording tijdig (uiterlijk

15 juli volgens de Gemeentewet) en zonder uitstel op te leveren in 2024?

Mijn gemeente is niet in staat om de rechtmatigheidsverantwoording tijdig op te
leveren

Mijn gemeente is in staat om de rechtmatigheidsverantwoording tijdig op te leveren

De volgende zes vragen gaan over de manier van voorbereidingen treffen voor de vernieuwde

rechtmatigheidsverantwoording binnen uw gemeente.
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5.

In hoeverre heeft uw gemeente de noodzaak van de veranderingen rondom de

rechtmatigheidsverantwoording duidelijk gemaakt aan werknemers wiens werk beinvloed

wordt door deze veranderingen?

z
d
1
2
3
4

Helemaal niet
Enigszins
Voldoende
Goed

Uitstekend

ijn de volgende vier groepen aangewezen om sturing te geven aan de implementatie van
e veranderingen rondom de rechtmatigheidsverantwoording:
. sleutelfiguren (zoals eerstelijnsmanagers);
. werknemers met diverse expertises;
. werknemers met ervaring van het implementeren van veranderingen;
. werknemers met een goede reputatie in hun vakgebied?

Helemaal niet (0 van 4)

Enigszins (1 van 4)

Voldoende (2 van 4)

Goed (3 van 4)

Uitstekend (4 van 4)

Het plan van aanpak voor het implementeren van de veranderingen rondom de

rechtmatigheidsverantwoording...

a. ..

geeft duidelijk aan wat er gaat veranderen en wat dat betekent voor de werknemers
Helemaal niet

Enigszins

Voldoende

Goed

Uitstekend
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b.

...motiveert werknemers om hun werkzaamheden zo uit te voeren dat het de

veranderingen ondersteunt

Helemaal niet
Enigszins
Voldoende
Goed

Uitstekend

...coordineert de werkzaamheden van de werknemers op een efficiénte manier

Helemaal niet
Enigszins
Voldoende
Goed

Uitstekend

8. Heeft uw gemeente bij de communicatie van het plan van aanpak richting de werknemers

van de volgende elementen gebruik gemaakt:

N o 0~ w N oe

Simpele boodschap;

Voorbeelden en analogieén;

Meerdere vormen van communicatie;
Meerdere momenten van communicatie;
Leidinggevenden geven het goede voorbeeld;
Eventuele onzekerheden en inconsistenties zijn besproken;
Er is om feedback gevraagd?

Helemaal niet (0 van 7)

Enigszins (1-2 van 7)

Voldoende (3-4 van 7)

Goed (5-6 van 7)

Uitstekend (7 van 7)
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9. Heeft uw gemeente de werknemers in staat gesteld om het plan van aanpak te kunnen

10.

11.

uitvoeren d.m.v.:

1. Trainingen voor werknemers;

2.
3.

Informatiesessies voor leidinggevenden (bv. gemeenteraad, college, managers, etc.)
Formele structuren (bv. structuur van afdelingen, rollen en taken, etc.) aanpassen zodat
deze aansluiten bij de veranderingen;

Formele informatie binnen de gemeente (bv. verordeningen) aanpassen zodat deze
aansluiten bij de veranderingen?

Helemaal niet (0 van 4)

Enigszins (1 van 4)

Voldoende (2 van 4)

Goed (3 van 4)

Uitstekend (4 van 4)

Zijn er binnen uw gemeente korte termijn doelen bepaald die inzichtelijk en haalbaar zijn

om de voortgang van de veranderingen rondom de rechtmatigheidsverantwoording te

kunnen monitoren?

Helemaal niet
Enigszins
Voldoende
Goed

Uitstekend

In hoeverre heeft uw gemeente plannen gemaakt voor na de afloop van de implementatie

van het plan van aanpak?

Helemaal niet
Enigszins
Voldoende

Goed
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Uitstekend

Om de enquéte af te sluiten, wil ik u nog een aantal demografische vragen stellen.

12. Hoeveel inwoners heeft uw gemeente?

0—-49.999 inwoners
50.000 —99.999 inwoners

100.000 of meer inwoners

13. In welke provincie is uw gemeente gelegen?

14.

Wat omschrijft uw functie binnen uw gemeente het best?

Drenthe
Flevoland
Friesland
Gelderland
Groningen
Limburg
Noord-Brabant
Noord-Holland
Overijssel
Utrecht
Zeeland

Zuid-Holland

Gemeenteraadslid

Wethouder

Burgemeester

Gemeentesecretaris

Concern Controller
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e Medewerker van de afdeling AO/IC
o Medewerker van de afdeling Financién

e Anders, namelijk

Bedankt voor de tijd die u heeft genomen om aan deze enquéte deel te nemen.

Uw antwoord is geregistreerd.
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8.3 Appendix 3: Structure of Dutch municipalities

Every Dutch municipality exists of a council'?, a mayor, and a bench of mayor and aldermen®3
which each have different roles and tasks to perform within the municipality (Helsloot & Helsloot,
2022). This appendix explains these three bodies and job functions within Dutch municipalities in

more detail.

8.3.1 Council

The members of the council are chosen by the citizens of the municipality which happens every
four years during the municipal elections (Van Bochove et al., 2022). These members are also
members of a Dutch political party, either a local division of a national party or a local party
(Boogers & Voerman, 2020). The mayor is the chair of the council (Peters & Castenmiller, 2020).
The mayor has no voting rights but can participate in the discussions (Wayenberg et al., 2021;
Gemeentewet, 2024). Decisions are made by a majority of the votes of the members
(Gemeentewet, 2024). The council is the highest body of a municipality (Leenknegt & Franken,
2023). They have the three important tasks of deciding on the broad lines of the policy of the
municipality, monitoring the bench of mayor and aldermen, and representing the citizens of the

municipality (Van Ostaaijen et al., 2023; Gemeentewet, 2024).

8.3.2 Bench of mayor and aldermen

The bench of mayor and aldermen functions as the executive body of a municipality (Van
Ostaaijen et al., 2023). As with the council, the mayor is also the chair of the bench (Peters &
Castenmiller, 2020). However, as opposed to the council, the mayor does have voting rights in
the bench (Gemeentewet, 2024). The bench has the task of executing the decisions of the council
(Boogers & Reussing, 2018). The bench, therefore, also reports to the council (Vissers, 2020). The
members of the bench form a coalition (Gemeentewet, 2024). Every member of the bench has

their own portfolio, but execution of the policy of the municipality is the responsibility of all

12 |n Dutch this is called gemeenteraad.
13 In Dutch this is called college van burgemeester en wethouders (B en W).
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members and decisions are made by a majority of the votes (Van Ostaaijen et al., 2023; Boogers

& Reussing, 2018; Gemeentewet, 2024).

8.3.3 Mayor

The mayor gets appointed by the state, specifically by the king’s commissioner (Gemeentewet,
2024). This candidate is proposed to the state by the council (Wayenberg et al., 2021). As stated,
the mayor is the chair of both the council and the bench (Peters & Castenmiller, 2020). The mayor
is responsible for the enforcement of public order and safety of the municipality as well as being
a point of communication between the council and the bench (Wayenberg et al., 2021; Peters &

Castenmiller, 2020).
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8.4 Appendix 4: Accountability report

In this appendix, the reporting obligations of a Dutch municipality and the accountability report,

including the changes surrounding it, are explained in more detail.

8.4.1 Reporting obligations of Dutch municipalities

Many Dutch corporations are required by Dutch law to publish their financial statements every
year, with the smaller corporations only having to publish a limited version (Camfferman &
Veldman, 2022). Medium and big corporations also have to publish a management report
annually (Ter Hoeven, 2021). The financial statements and management report bundled together
are often called an annual report (De Waard, 2021). The bigger corporations are also required to
get an external audit performed by a certified public accountant who checks the faithful
representation of the financial statements (Van Leeuwen, 2019).

Municipalities are different than for-profit companies. As mentioned previously, the council is
the highest body within a Dutch municipality and the members are elected by the citizens of that
municipality (Leenknegt & Franken, 2023; Van Bochove et al., 2022). Therefore, a municipality
has to represent the citizens of the municipalities while a for-profit company does not have this
task. A municipality performs tasks that are in the interest of its citizens, such as picking up
garbage, building new roads, preserving public buildings, issuing official documents, and so forth
(Rijksoverheid, n.d.-b). To do this, a municipality will need funds. These funds are acquired in the
form of a contribution from the central government and their own income through, for example,
taxes (Rijksoverheid, n.d.-a).

Since municipalities represent their citizens, it is important that they follow the financial laws
and regulations, and they are transparent about their financial information (Rijksoverheid, n.d.-
c). Every municipality is required to publish their annual budget, multiannual estimated budget,
annual report, and financial statements every year (Gemeentewet, 2024). They are also required
to get an external audit performed by a registered accountant (Besluit accountantscontrole
decentrale overheden, 2017). However, changes concerning this audit are happening in
2024. The way financial reporting worked before 2024 will be explained first. Then the changes

happening and the new situation in 2024 will be explained.
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8.4.2 Old situation

The old situation refers to the external audit that was done for the financial statements of
municipalities that were published before 2024. This entails financial statements that were made
over the reporting year of 2022 and before.

Before 2024, an external audit was performed by an accountant who checked the financial
statements of a municipality for both faithful representation and legitimacy. The financial
statements are deemed a faithful representation when the accountant finds that the composition
and results of the statements give a faithful representation of reality in relation to the required
reporting standards (Hardeman, 2019). Legitimacy in the audit refers to whether the income,
expenditure, and balance sheet changes were established in accordance with the laws and
regulations that apply to the municipality (Besluit accountantscontrole decentrale overheden,
2017)**. Therefore, in the audit it is purely about financial legitimacy as opposed to juridical
legitimacy where legitimacy is about whether municipalities act in accordance with all the laws
and regulations that apply to them instead of only the ones relating to the financial statements
(Commissie BBV, 2023).

During the audit of the financial statements of a municipality, a distinction is made between an
error and an uncertainty (Besluit accountantscontrole decentrale overheden, 2017). An error is a
deviation between what has been reported in the statements and what should have been
reported according to regulations while an uncertainty happens when there is not enough
information for an accountant to establish if there is no deviation of material size (NBA, 2020).
This means that the amount for an uncertainty is based on the accountant’s own judgement. The
accountant employs a tolerance of 1% for errors in the statements and 3% for uncertainties in the
inspection where both percentages are based on the total expenditures of the municipality?®

(Besluit accountantscontrole decentrale overheden, 2017). These errors and uncertainties can be

1A municipality handles in illegitimate manner when they, for example, deviate from the earlier reported budget without this change being
authorized and established in the year the deviation was made as the budget cannot be adjusted without authorization. There are also other ways
for a municipality to act in an illegitimate manner, all relating to not managing the financial processes in full accordance with the law.

15 e.g., When a municipality has a total expenditure of €1,000,000 then the accountant tolerates errors within the financial statements below
€10,000 and uncertainties during the audit below €30,000.
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in relation to the faithful representation of the financial statements, but they can also be in

relation to the legitimacy (Besluit accountantscontrole decentrale overheden, 2017).

8.4.3 New situation

The way an accountant has performed an external audit for municipalities will be changed in
2024. A municipality will now have to publish their own report on the legitimacy as a segment of
their financial statements while the accountant only checks the faithful representation of the
financial statements. The first annual report that will have to include this accountability report
will be on the financial statements of 2023 which will be published in 2024. The accountability
report is a segment of the financial statements where the municipality reports whether their
financial processes were managed and established in a legitimate manner (Commissie BBV,
2023).

As mentioned, the accountant will continue to check a municipality’s financial statements for
faithful representation (Commissie BADO, 2023). Since the accountability report is a segment of
the financial statements, this will also be checked for faithful representation by the accountant.
This means that the accountant will still need to perform the same checks for legitimacy as before
in order to give a statement about whether the information provided in the accountability report
is a faithful representation of reality (Commissie BADO, 2023). The accountability report reports
on the financial legitimacy, which has the same definition as for the audit previously.

In the accountability report there is a distinction between an inaudibility and an error
(Commissie BBV, 2023). Errors are not defined in the same way here as for the audit the
accountant performs. This is because these terms do not have a relation to the faithful
representation and are specific to the legitimacy of the financial statements. An error in the
accountability report happens when a law or regulation was not complied with in the financial
processes (Commissie BBV, 2023). An inaudibility happens when there is a question whether

financial entries were established in a legitimate manner. The cause for an inaudibility is
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confusion among the bench of mayor and aldermen and professionals about the legitimacy?®
(Commissie BBV, 2023).

There are three specific criteria that have to be reported on in the accountability report
according to the law and these criteria are inspected for errors and inaudibilities (Commissie BBV,
2023). The criteria that have to be reported on are the budget criterium?’, the conditions
criterium?8, and the exploitation and improper use criterium?®® (Commissie BBV, 2023).

The budget criterium is an important assessment criterium. Financial actions within the
municipality have to be taken within the limits of the budget that was approved by the council.
Changes to the budget first have to be authorized by the council. This means that the municipality
cannot just spend additional money for a specific aim. Budget changes also have to be established
by the council in the same year and if this is not done, the expenditure that deviates from the
budget is illegitimate. This can be expenditure that exceeds or undershoots the budget.
Therefore, the council has to decide on an accountability limit of when a deviation has to be
reported. This limit can be a maximum of 3% of the total expenditure of the municipality. In the
accountability report, any deviations above the agreed upon limit that were not authorized
previously and processed in a budget change will be reported alongside possible other
illegitimacies. (Commissie BBV, 2023)

The conditions criterium refers to the demands that are set for the execution of the financial
processes of the municipality. These demands originate from the laws and regulations that apply
to municipalities. (Commissie BBV, 2023)

The exploitation and improper use criterium refers to whether there are effective measures in
place to avoid and detect exploitation. Exploitation is purposefully being deceptive about
information in order to, for example, receive higher subsidies and funds or pay too little taxes.

Improper use happens in accordance with the law but conflicts with the intentions of the law. It

16 Some laws and regulations require the municipality to make their own interpretation to a certain degree based on their own situation. It can
happen that the bench of mayor and alderman have a different interpretation than professionals, such as the accountant that d oes the audit for
the municipality.

17 In Dutch this is called begrotingscriterium.
18 In Dutch this is called voorwaardencriterium.
19In Dutch this is called misbruik & oneigenlijk gebruik criterium.
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is not done purposefully as opposed to exploitation. Exploitation is an illegitimacy while improper
use is not. (Commissie BBV, 2023)

There are six more criteria that relate to legitimacy. However, these are covered in the balance
sheet and statement of income and expenditure since they also relate to the faithful
representation of the financial statements (Commissie BADO, 2023). These nine criteria are items
that were included in the audit by the accountant as well. In practice, the accountant, therefore,
still checks many of the same items as before. However, the three criteria for the accountability
report were expanded upon in the context of the municipality now being responsible for reporting
on them. The conditions criterium and exploitation and improper use criterium were something
municipalities already had to be involved in. Not being involved in these criteria would cause a
situation where the municipality would not have a proper overview of the laws and regulations
they have to abide to and where there is room for exploitation and improper use within
municipality regulations. The biggest difference is surrounding the budget criterium. While the
essence remains the same, the municipality now has to report more deviations. This does not
mean there are more illegitimacies, but the report is more extensive.

However, even with the actual result not being much different than before, municipalities still
need to be prepared to take on these new responsibilities. To satisfy the three criteria required
for the accountability report, the council has to set up the standards framework and decide on
the accountability limit. The standards framework contains the laws and regulations concerning
financial legitimacy that the municipality has to abide to (VNG, 2020). The accountability limit is
a percentage which is a maximum of 3% of the total expenditure of the municipality and any
deviation from the budget above this percentage has to be reported in the accountability report
(Commissie BBV, 2023). Previously, the law set the accountability limit (Besluit
accountantscontrole decentrale overheden, 2017).

The bench of mayor and aldermen is responsible for creating the accountability report. There
is a standard model?° that they have to use according to the law (Commissie BBV, 2023). This

model shows a standard text and items that have to be reported by the municipality. In the

20 The model can be found in Appendix 5: Model for accountability report.
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accountability report, the bench needs to report the date of when the standards framework was
set, the accountability limit that was decided on by the council, whether the municipality fulfills
the legitimacy criteria, and any deviations above the accountability limit that were not reported
through a budget mutation (Commissie BBV, 2023).

As mentioned, what has been discussed here will be implemented in 2024. However, there are
currently discussions about whether this will happen in the way it is meant to be. While the laws,
regulations, and Commissie BBV have all amended their official texts to the new situation,
Commissie BADO has not yet done so. If this does not get amended, the municipality and the
accountant will both be performing an audit on the legitimacy of the financial statements. In
essence, they will be doing the same work twice. However, municipalities continue acting as if
Commissie BADO has already amended their official texts and they will publish an accountability

report as planned.
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8.5 Appendix 5: Model for accountability report

Pictured below is the model that municipalities are required to use when creating their

accountability report (Commissie BBV, 2023).

Bijlage 1 Modelverantwoording (verplicht)

Verantwoordelijkheid college van burgemeester en wethouders[15]

De baten en lasten alsmede de balansmutaties moeten getrouw in de jaarrekening worden opgenomen.
Uit het getrouw opnemen van de baten en lasten alsmede de balansmutaties, blijken een drietal
rechtmatigheidscriteria niet expliciet. Dit betreffen het begrotings-, voorwaarden-, en misbruik- en
oneigenlijk gebruik criterium. In deze rechtmatigheidsverantwoording licht het college van burgemeester
en wethouders toe in hoeverre bij de in de jaarrekening verantwoorde baten en lasten, alsmede de
balansmutaties het begrotings-, voorwaarden-, en misbruik- en oneigenlijk gebruik criterium zijn
nageleefd. Dit houdt in dat de verantwoorde baten en lasten, alsmede de balansmutaties in
overeenstemming zijn met door de raad vastgestelde kaders zoals de begroting en gemeentelijke
verordeningen en met bepalingen in de relevante wet- en regelgeving. Bij de waarderingsgrondslagen in
de jaarrekening is het door de raad op <datum> vastgestelde normenkader van de relevante wet- en
regelgeving verder toegelicht.

Deze verantwoording hanteert een grensbedrag omdat alleen de van belang zijnde aspecten in de
verantwoording hoeven te worden betrokken. Deze grens is door de raad bepaald en bedraagt <x>%
(maximaal 3) van de totale lasten inclusief toevoegingen aan de reserves en is daarmee vastgesteld op €

<X,

Bevinding
Het college is van mening dat de in deze jaarrekening verantwoorde baten en lasten alsmede de
balansmutaties <niet> rechtmatig tot stand zijn gekormen binnen de daarvoor gestelde grens.

De geconstateerde afwijkingen betreffen[16]:

In de paragraaf bedrijfsvoering is op basis van de Kadernota rechtmatigheid van de commissie BBV en op
basis van de afspraken met de raad aanvullende informatie opgenomen over de financiéle rechtmatigheid.
In deze paragraaf heeft het college ook beschreven welke actie hij onderneemt om vermelde afwijkingen
in de toekomst te voorkomen.

[15] In deze tekst wordt gesproken over college van burgemeester en wethouders, maar deze geldt ook
voor gedeputeerde staten van de provincie en het (dagelijks) bestuur van waterschappen en
gemeenschappelijke regelingen. Daar waar gemeente staat, dient ook provincie, waterschappen of

gemeenschappelijke regeling gelezen te worden.

[16] De afwijkingen (fouten en/of onduidelijkheden als gedefinieerd in de notitie
rechtmatigheidsverantwoording) worden alleen in de rechtmatigheidsverantwoording vermeld indien de
door de raad gestelde verantwoordingsgrens voor rechtmatigheid is overschreden. Op basis van afspraken
tussen de raad en het college kunnen afwijkingen die lager zijn dan de verantwoordingsgrens in de
paragraaf Bedrijfsvoering worden vermeld.
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8.6 Appendix 6: Glossary

Provided in this appendix is a glossary of the terms used in Appendix 3: Structure of Dutch

municipalities and Appendix 4: Accountability report.

Accountability limit: A limit decided on by the council in the form of a percentage that
is a maximum of 3% of the total expenditure of the municipality

Accountability report: A segment of the financial statements where the municipality
reports whether the financial processes were managed and established in a legitimate
manner

Annual report: Umbrella term for all documents published by a corporation or
municipality, such as the financial statements, management report, and accountability
report

Bench of mayor and aldermen: Functions as the executive management body of a
municipality and executes the policy set by the council

Budget: A budget over a single year that lays out the plan for the income and
expenditure of the municipality

Budget criterium: An assessment criterium that states that every deviation from the
budget that surpasses the accountability limit has to be approved by the council and
reported in a budget mutation in order to not be illegitimate

Conditions criterium: Demands for the execution of the financial processes of the
municipality which originate from laws and regulations

Council: The highest body of a municipality who decide on the broad lines of the policy
of the municipality, monitor the bench, and represent the citizens of the municipality
Error (accountant): A deviation between what has been reported in the statements and
what should have been reported according to regulations

Error (accountability report): Happens when a law or regulation was not complied with
in the financial processes

Exploitation and improper use criterium: The measures in place that avoid and detect

exploitation
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e Faithful representation: Financial statements are deemed a faithful representation
when the composition and results of the statements give a faithful representation of
reality in relation to the required reporting standards

e Financial statements: An annual overview of the finances of a corporation or
municipality which also includes the accountability report as a segment

e Inaudibility: Happens when financial entries were not established in a legitimate
manner

e Management report: A report containing notes about the financial statements and
policy of the organization

e Mayor: Chair of the council and the bench and responsible for the enforcement of public
order and safety of the municipality as well as being a point of communication between
the council and the bench

e Multiannual estimated budget: Similar to the budget over a single year, expect
estimates are made for at least three years after the current annual budget

e Legitimacy: In an audit and accountability report it refers to whether the income,
expenditure, and balance sheet changes were established according to these laws and
regulations

e Standards framework: A framework containing all laws and regulations concerning
legitimacy that apply to the municipality

e Uncertainty: Happens when there is not enough information for an accountant to

establish if there is no deviation of material size
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