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ABSTRACT

Over past decades, the local government sphere has been the most important sphere
of government for delivering crucial services to citizens to advance their quality of life.
However, in many cases, South African municipalities have failed to render these
services efficiently due to lack of effective budget management. As a result, funds are
returned to the fiscus each year, having a detrimental influence on residents' quality
of life. The quality of service delivery is enhanced by proper and effective management
of budgets and optimal utilization of resources which involves spending all
appropriated funds to provide services as required by the constitution of South Africa.
The aim of this study was to understand the difficulties experienced by municipal
officials and to develop a framework to guide management and employees of

municipalities in budget management.

The study adopted a mixed methods research approach. A research survey was
conducted in three South African municipalities in the Free State, Western Cape and
Eastern Cape. A statistical package (SPSS AMOS 26) was used for data analysis for
the quantitative approach. An exploratory factor analysis was conducted to identify the
key factors that impact budget management. In addition, Structural Equation Modelling
(SEM) was used to determine the model fit indices and test the significance of
relationship among the key variables. The qualitative data from the interviews was

analysed using content analyses.

The results revealed that risk management, cash flow management, revenue and
expenditure management, legislative consideration and budget planning have
significant impact on effective budget management. It is argued that the proposed
framework, developed in response to these results, enables new insights into the
challenges of public management. It also contributes a useful and practical guide for
use by the municipalities in which the research was conducted and for local
government throughout South Africa regarding effective budget management.
Ultimately, the application of this framework has the prospective to significantly

improve citizens' quality of life.
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CHAPTER ONE: SCOPE OF THE STUDY

1.1 INTRODUCTION

From 1994, part of the mandate of the first democratic government was to enhance
the living conditions for all South Africans, particularly the most disadvantaged.
Chapter 7, section 152 (b) of the South African constitution outlines the objectives of
local government, which are to provide services to the citizens in an appropriate way;
uphold social and economic growth; stimulate health and ensure that communities live
in a safe environment (RSA, 1996). All of these services depend on efficient and

effective budgeting.

Since the early 1990s the World Bank has imposed several budget models on
developing countries. However, these models are more useful in developed countries
than they are in developing countries, where there is often a clash between the neo-
liberal policies underpinning them and the policies and practices in developing
countries (Molobela, 2016:263). One of the World Bank’s models is the “Medium-Term
Expenditure Framework (MTEF)” which was implemented by developing countries,
particularly in Africa from 2001 (Gollwitzer, 2010:5). It is this model that has been used
in post- apartheid South Africa with limited success. Many municipalities have found it
very difficult to initiate and manage their budgets, thus affecting service delivery
negatively, leading to numerous service delivery unrests across South Africa. Most of
these protests have been due to insufficient or poor service provisions to the
constituents. People require access to services, and one of the most important basic
principles of effective service is accessibility (Hasan, Agustang, Kahar & Tabhir,
2019:189).

These difficulties in budget management resulted in certain municipalities being
placed under administration by provincial governments as stipulated in Section 139 of
the supreme law of South Africa. This statute states that the provincial government
should intervene when municipalities are unable to fulfil their constitutional obligations.
Such difficulties warrant an investigation of their causes in a particular local
municipality and the development of an alternative budget management framework for

this municipality and possibly for wider application.



1.2 PROBLEM STATEMENT

As is evident in the literature reviewed below, there is a serious disjuncture between
the policy that the government promulgates and the implementation of effective
service delivery in some municipalities in South Africa (Mathebula, Nkuna & Sebola,
2016:70). The national government, through the allocation of a budget, provides
opportunities and capital for municipalities to deliver on the constitutional obligation to
provide services to residents of municipalities. Mello (2018:2), state that, South Africa
municipalities are not functioning at the required level by law and by residents. This is
due to poor budget management in municipalities (Maluleke, 2020). The author
indicates that poor budget management such as poor organised financial resources,
lack of good understanding of budget management among public servants, lack of
budget management skills, financial management knowledge, and performance
management leads to ineffective financial management (Maluleke, 2020). These
claims are also supported by Mpaata et al. (2019:2), and Scott et al. (2018:23).

Many municipalities lack well-qualified employees, particularly managers who are
skilled and competent to manage budgets (Makwetu, 2017:2). According to Schick
(2007:116), one of the most significant challenges confronting local government when
implementing budgeting is determining who should take responsibility when it comes
to utilisation of public funds. Steyn’s research (2014:67) suggests that there should be
increased leadership involvement in the budgeting process to ensure that this process
effectively addresses the challenges of public institutions. Fongar et al. (2019) studied
that lack of understanding of administration and political leadership is one of the major
concerns in municipal services. Furthermore, municipal leaders need to instil a
leadership culture that will ensure that budgets are managed with diligence (Maluleke,
2020; Enwereji, 2019).

Based on the abovementioned, the research problem statement is summarised as
follows: due to lack budget management skills and poor financial resources
implementation resulted in poor service delivery in selected south African
municipalities. Thus, it is imperative to develop a budget management framework to

improve municipal service delivery.



1.3 OBJECTIVES OF THE STUDY

The main aim of this research is to develop a framework for budget management for
municipalities in South Africa. As such, to achieve the primary research objective, this

study seeks to achieve the following secondary research objectives:

e To identify budgeting challenges encountered by managers in the delivery of
services in selected municipalities.

e To explore approaches to budget management improvement in municipalities

e To determine the role of legislation in budget management in municipalities.

e To develop an effective framework for budget management improvement in the

selected municipalities.

1.4 RESEARCH QUESTIONS

In order to accomplish its objectives, the study seeks to answer the following

guestions:

e What are the challenges of municipal service delivery encountered by managers
in selected municipalities?

e What approaches for budget management improvement are used municipalities?

e What is the role of legislation in budget management in municipalities?

e What is the current budgeting framework used by municipalities?

1.5 HYPOTHESES DEVELOPMENT

According to Jowah (2015:63), a hypothesis is a claim which can be tested statistically
or indirectly by the research so as to disprove or confirm it. It consists of statements
of future events which are known or unknown and which can be rejected or accepted
if tested appropriately. A hypothesis is put forward as a starting point for research. The
hypothesis statement is a prediction of what will happen if you take a particular action
to solve a problem. Lee, Betts and Anderson (2015:1037) confirm that the hypothesis
statement is a prediction of what you believe will happen if you take a specific type of
action to solve a problem. As a result, the current study will present five hypotheses in
the projected model, which was constructed using variables from the literature. As

such, the following hypotheses are advanced:



Hi There is a correlation between budget planning and effective budget
management

H2 There is a connection between revenue and expenditure management and
effective budget management.

Hs There is a correlation between legislative considerations and effective
budget management.

Hs A relationship exists between risk management and effective budget
management.

Hs A correlation exists between cash flow management and effective budget

management.

Figure 1.1 below illustrates the hypotheses developed for this study.
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Figure 1. 1: Hypotheses development model
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1.6 BACKGROUND OF THE STUDY

Since the inception of the democratically elected administration in 1994, its mandate
and commitment have been to enhance the quality of life and provision of services as
required by the Constitution of the Republic of South Africa (108 of 1996). Chapter 7,
section 152 (b) of the constitution outlines the objectives of local government, which
are to provide services to the citizens in an appropriate way; uphold social and
economic growth; stimulate health and to further ensure that communities live in a safe
environment (RSA, 1996). In the new democracy in South Africa, access to adequate
public services is no longer limited to the minority; public services are intended to be
accessible to all who live in the republic, particularly the disadvantaged (Pretorius &
Schurink, 2007:19). The Constitution (108 of 1996) defined local government as the
governmental entity responsible for providing services to the people and contributing
to the abolition of poverty (Koma, 2010:111). All residents in a municipality are entitled
to services in terms of acts and policies (Draai, 2018:145). The Constitution, requires

municipalities to render the following basic services:

» Health care: According to Hjertsrom, Obstfelder & Norbye (2018:1) many countries
worldwide and in Africa in particular, face challenges in providing health care due to
limited resources. However, the government has an obligation to provide health care
services for all who live in the republic, particularly those who are vulnerable and are

from poor backgrounds.

* Housing: According to the constitution of the Republic, “everyone has a right to
adequate housing”. Thus, the government should build safe, decent and economical
housing for the poor (Vale, Shamsuddin, Gray, and Bertumen, 2014:22). Housing is
the most needed service in democratic South Africa because many people still live in
poverty with no decent roof over their heads. Post-1994 the provision of housing was
identified as one of the difficulties confronting the new democratic administration, and
to date South Africa is still experiencing the challenge of a huge housing backlog which
needs to be addressed by government in general and municipalities in particular
(Sipungu & Nleya, 2016:2).



« Safety: The constitution requires that municipalities offer protection or safety services
to residents. These services include amongst others, traffic law enforcement, safety
measures, and building inspections. Apart from what is required by the constitution,
municipalities are required to also establish and maintain municipal police services,
however municipalities must meet specific requirements before establishing municipal

policing structures (Draai, 2018:140).

« Sanitation and water: According to the constitution all residents, particularly the
poor have the right to safe drinking water. Sufficient and safe drinking water is the
most important element of ensuring health and well-being of the people (Stats SA,
2016:12). According to the constitution, waters services is the sole responsibility of
municipalities and is a universal right of people. Municipalities should provide basic

sanitation facilities that are:

e safe
e reliable
e private

e protected

e ventilated

e easy to keep clean (Stats SA, 2016:34)
In conjunction with what has been outlined above, adequate sanitation improves
quality of life by providing a healthy environment. According to Mathebula, Nkuna and
Sebola (2016: 68), municipalities are faced with major challenges when it comes to
proving adequate sanitation; some of those challenges are population growth,

unplanned informal settlements and inadequate infrastructure.

* Electricity Services: The republic's constitution grants municipalities the ability to
distribute energy in regions under their jurisdiction. According to Stats SA (2016:12),
the Municipal Systems Act (MSA) (Act No.32 of 200) further gives a municipality the
authority to formulate policies, by-laws, set tariffs, and regulate electricity in terms of
the by-laws. Many municipalities buy electricity from ESKOM though they often fail to
make payments to ESKOM (Jamal, 2015:np). When a municipality fails to pay,
ESKOM cuts off electricity to the municipality, thus affecting households in the

jurisdiction of that municipality. Not providing electricity has far-reaching



consequences for residents in terms of quality of life and has financial implications for
businesses (Jamal, 2015:np).

* Roads and Infrastructure services: Municipalities should ensure that there are
adequate roads and infrastructure such as tarred roads, roofed buildings, and
maintained storm-water systems. However, municipalities are struggling to provide
and maintain roads, particularly for rural municipalities (Lavhelani, 2017:340). In most
instances South African municipalities are finding it difficult to maintain infrastructure
in an efficient and effective manner, and there is a serious infrastructure deficit (Hasan
et al, 2019:189; Sipungu, 2016:5).

* Local Economic Development (LED): The constitution requires municipalities to
develop a LED strategy in order to address local socio-economic development
(Maloka et al, 2014:219). Malefane (2009:156) posits that LED is one of the municipal
interventions that most municipalities fail to effectively and efficiently implement.
Implementation of LED is not optional, municipalities have to implement LED in terms
of their legal obligations (Malefane, 2009:158). According to Maloka et al (2014:218),
LED can assist in addressing poverty, unemployment and inequality, challenges that

are affecting municipalities and residents throughout South Africa.

The constitution does not go into detail on how the above mentioned services should
be provided by municipalities but it mentions that services ought to be provided and
performed in a justifiable manner. Details on how services should be provided are
outlined and legislated in the MSA (No.32 of 2000 as amended). According to Ndebele
and Lavhelani (2017:341), municipalities have to meet the needs of residents by
focusing on domains such as the physical, environmental, economic, spiritual and

emotional, and social to advance the quality of life of the citizens.

Benkink, (2010:np) affirms that to deliver services to the residents as mandated by the
constitution, each municipality depending on which category it belongs to, should have
service delivery systems that are best suited for it. For these systems to function

optimally municipalities ought to be guided by the principles set out in Table 1.1 below.



Table 1. 1: Basic principles of service delivery

Accessibility Because every South African has a constitutional right to basic
services, every municipality is required by law to provide such
services.

Simplicity Municipalities should provide services that are easy and

convenient to use for all, including those living with disabilities or
those who are illiterate.

Affordability A municipality should provide services which are accessible to the
citizens, particularly the poor, in order to improve quality of life.

Quality A municipality should meet certain standards such as: suitability,
timeousness, safety and accessibility to the constituencies.

Accountability A municipality under the democratic government should be
accountable and responsible for all its activities.

Integration To ensure proper planning and service provision, each municipality
should have a unified approach.

Sustainability As stipulated by the constitution, all municipalities must provide
services in a sustainable way.

Value for money A municipality should provide quality services to all the citizens.

Competitiveness Each municipality should promote local economic development by

lowering rates and service charges to industries or business that
are operating in their jurisdictions.

Constitutional Municipalities should comply with the supreme law by adhering to
values the values and requirements of the constitution.

(Source: Adopted from Ndebele et al. 2019)

The basic principles listed in Table 1.1 are clearly articulated in the constitution to
assist state institutions and state organs and local government (municipalities) in
particular, to better execute their responsibilities. Notwithstanding this clear
articulation, some municipalities fail to fulfil their responsibilities, even though the

supreme law (the constitution) requires them to do so diligently.

According to Koma (2010:113) a municipality is the structure of the state which is
situated within a community to deal with the needs of the residents in that jurisdiction.
Koma et al. (2014:96) posits that local government is a vital, unique, and inter-reliant
sphere of government that manages its activities autonomously but in conjunction with
national government strategic plans, policies and strategic objectives. The needs of

local constituencies are addressed by municipalities. Therefore, for services to be



delivered effectively and efficiently a municipality needs competent, knowledgeable
leaders and administrative capacity. Capacity refers to availability and access to
tangible and intangible resources and knowledge of how to implement government
policies (Koma, 2010:114). Municipalities have to ensure that service delivery takes
priority so that the strategic goals of the municipality are achieved. According to
Mathebula et al. (2016:70), service delivery should focus on ensuring that the standard

of living particularly the poor is improved.

One of the tools used by municipalities to deliver services is the Integrated
Development Plan (IDP). The IDP is a municipal council instrument that is used by
management of a municipality, a framework for setting a budget for the municipality
and also for running a municipality (Koma et al, 2014:101). The IDP as a service
delivery implementation tool guides municipal officials on how to prioritize and deliver

services to communities (Sebola, Tsheola, Phago and Balkaran, 2013:7).

When the IDP is inadequately implemented by municipalities, services cannot be
delivered effectively to communities, thus leading to service delivery protests when
these communities are not receiving services as mandated by the constitution. Service
delivery backlogs continue to be one of the issues confronting emerging countries
such as South Africa (Mathebula et al., 2016:70).

Communities who are recipients of municipal services remain unsatisfied with
insufficient service delivery (Mathebula, 2014:133). In RSA lack of policy
implementation results in service delivery protests which cause civil disturbances and
destruction of government property (Sebola, 2014:30). As such, at the local level, there
has been a serious dysfunction, and there does appear to be some political
engagement. Thus, Figure 1.2 below shows the number of service delivery protests

year to year from 2004 to 2021.
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Figure 1. 2: Service delivery protests in South Africa (2004 to 2021)

(Source: Municipal IQ Municipal Hotspots, 2021)

Figure 1.2 indicates that numerous South African communities are not pleased with
the services that are delivered by municipalities. When citizens are not getting what
they are entitled to from the government, particularly from the municipalities as
outlined in the constitution, they in most cases express their concerns through protest
actions. When a municipality underperforms, the standard of living of the citizens
deteriorates. Services such as water and sanitation, health service, and housing
amongst others are important services that people need. Figure 1.3 below illustrates

services delivery protests as presented above in Figure 1.2, per province.
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Figure 1. 3: Service delivery demonstrations per province in 2019

(Source: Municipal 1Q Municipal Hotspots, 2019)

With reference to the pie chart in Figure 1.3 above, Gauteng Province had the highest
percentage (26%) of service delivery protests between the years 2004 and 2019, with
the Eastern Cape Province next at 17%, followed by Western Cape at 16% and the
Free State Province at 9%. These protests took place in areas that are mostly poor
and underdeveloped within the above-mentioned provinces. One of the reasons
people protest in these provinces is that they are seeking improved and better-living
conditions. In RSA it has become the norm for violence between protesters and police
to be part of service delivery demonstrations. Issues of service delivery and
improvement in human lives depend on how municipalities allocate and manage their
resources. Resources are allocated, managed and quantified in the form of budgets
(Zweni & Jowah, 2018: 118).

According to Schick (2007:110), budgeting is a process that converts financial and
non-financial information into effective decisions. Thus, for the purpose of this
research, budgeting is defined as a financial plan embodying estimates of proposals
for both income and expenditure for a particular financial year (Chukwuemeka,
Nnedum & Ugochukwu, 2013:43). A budget is an aspect of management that is

11



designed to promote efficiency in the way resources are managed in an organisation

(Raghunandan, Ramgulam & Raghunanda-Mohammed, 2012:110).

Isaac et al. (2015:1) further add that a budget is a comprehensive co-ordinated plan
which is put together by management, and conveyed in financial terms for some
specific period. Abogun and Fagbemi (2012:177) outline major roles of budgeting in
an organisation as follows:

e Budgeting is a planning tool,

e Budgeting is a control and monitoring tool,

e Budgeting is a coordinating tool for activities,

e Budgeting is an evaluating and performance improvement tool,

e Budgeting is a strategic formulation and execution tool,

e Budgeting is a communication and decision making tool,

Budgeting is one of the tools that assists employees within an organisation to establish

organisational activities.

Considering what is articulated above, planning, coordinating, communication, control
and evaluating are crucial pillars of how budgets should be prepared by organisations,
particularly municipalities. There are certain challenges facing employees in
municipalities such as financial and budget management knowledge and skills (Cox,
2016:158). Employees in any municipality must demonstrate financial and budget
management knowledge and skills and in addition, employees and managers ought
to have interpersonal skills, flexibility, and the skill to mentor others and build trust
(Shekari et al, 2012:55). Beinecke (2009:7) argues that different positions or levels in
an organisation require different skills: those who are in the higher levels require

transformative skills, and while those in the lower levels require transactional skills.

Budgeting in South African municipalities is directed by the Constitution and the
Municipal Finance Management Act (MFMA) (Schick, 2007, 111). Section 16 of the
MFMA, states that a municipality's council must adopt a budget plan for the
municipality prior to the beginning of the fiscal year. To comply with clause (1), the
mayor of the municipality shall present the budget plan at a council at least 90 days

before the beginning of the fiscal year. The legislation requires employees of a
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municipality to manage budgets efficiently and effectively within the bounds of
legislation. However, an important finding from Makwethu’s audit report is that in many
instances, employees choose not to do what is required of them by the legislation and
the Constitution (Makwethu, 2019:np).

Risk is one of the challenges that faces municipalities, impacting negatively on the
activities and operations of the municipality in regard to achieving their objectives
(Ridha & Alnaji, 2015:9). Ridha et al., (2015:15) define risk as “an unanticipated and
unknown incident that may occur in the future and is detrimental to the organisation's
aims”. According to Fadun (2013:225), economic volatility requires managers to focus
and manage risk effectively at all levels of management. Benefits of risk management
are tabled in Table 1.2 below. For municipalities to perform optimally, risk should be
managed effectively, and risk management should form part of the planning process
(Fadun, 2013:226).

Table 1. 2: Benefits of Risk Management

Risk Saves time, financial and non-financial assets.
Guards the reputation and status of an organisation.
Helps an organisation to prevents legal liabilities.

Increases stability of operations and promotes continuous
improvement.
(Source: Ridha et al., 2015)

Planning is a crucial process in any organisation, particularly the budget planning

Management

process, thus effectiveness of budgeting depends on how a municipality plans its
activities (Cox, 2016:160). The Constitution (section 153) requires a municipality to
budget and plan its process so as to give priority to rendering basic services to the
citizens (Makwethu, 2019:np). According to Isaac et al. (2015, 35), the budgeting
process, particularly the planning process, assists management to think long—term.
Effective planning leads to realization of the objectives of an organisation, therefore
leading to the overall performance of an organisation (Daft et al, 2010:7). No matter
how tedious planning is, budgeting enables organisations to manage cash flows and

spending patterns with diligence (Zweni et al, 2018:30).

According to Reutener (2015:109), the movement of money into and out of the
municipality's bank account is referred to as cash flow; money inflow consists of money

which is received from ratepayers (property rates and tariffs), whereas cash outflows
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consist of the money paid to staff and service providers”. For a municipality to achieve
a surplus, more money should be deposited into the municipal bank account than is
taken out of it. If a municipality does not generate cash (cash inflow) the result may be
bankruptcy, with devastating consequences for service delivery. Cash flow
management is an important function that tells management when and how to avoid
a deficit by managing revenue and expenditure effectively and efficiently in order to

avoid underperformance.

Revenue management is the process of classifying, collecting, reconciling and
recording income which is generated by the municipality from businesses and citizens
for services rendered (Rakabe, 2010:137). Municipalities around the world, particularly
in emerging countries such as RSA, are confronted by massive challenges when it
comes to raising their own revenue for sustainable service delivery (Malobela,
2016:13), thus affecting how municipalities budget for revenue and expenditure.
According to Kanyane (2014:97), municipalities depend on a strong revenue base to
effectively provide services to residents. Thus, how revenue and expenditure
(operating expenditure and capital expenditure) are managed has a considerable

influence on the municipality's performance.

According to Visser (2002: 67), the role of the municipal manager in a municipality to
ensure that each department or program controls its expenditure at the departmental
level. Section 62 (1) of the MFMA, 56 of 2003 requires the accounting section to
manage resources and create systems to manage revenue and expenditure with
diligence so that the municipality can reach its goals and objective. Botlhoko (2017:39)
further adds that municipal expenditure can be controlled and analysed through the
budget.

1.7 RESEARCH DESIGN

According to Mukherejee (2017:56), a research design is a theoretical structure which
frames how an investigation is performed. Patton (2015:102) defines research design
as a strategy or a plan of action presenting the procedure to be followed by the
investigator in order to answer research questions. With that being said the plan of
action was to apply a mixed-method approach to answer the question of “what and

why”, thus data was triangulated. The reason for adopting a triangulation approach
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was to overcome the flaws that come with applying a single method (Patton, 2015).
Furthermore, the triangulation approach was used to validate the budget management

model developed using SEM.

1.8 RESEARCH PARADIGM

The research took a positivist approach as it relied on experimentation (Rehman &
Alharthi, 2016:54). The hypotheses were put forward in proportional or question form
about relations between the phenomena, where the effect of an independent variable
on a dependent variable is explained (Rehman et al., 2016:54). A positivist research
paradigm is appropriate when a researcher is using quantitative methods to answer
research questions, particularly when using large scale surveys based on closed-
ended questionnaire. The numerical data generated using this method can be
subjected to descriptive statistical analysis (Rehman et al., 2016:54). Even though the
research used a mixed method, interpretative method could not be used due to the
fact that it employs methods that generate qualitative data and it cannot be relied upon.
According to Grix (2004), interpretative paradigm is “soft and incapable of yielding
theories that could be generalized to larger population.

1.9 RESEARCH METHOD

The nature of the problem to be investigated relates directly to the primary research
aim aimed to establishing the role of budgets in enhancing service delivery and the
extent to which managers can manage budgets in the selected municipalities. As such,
this study primarily used a quantitative research approach in a form of Structural
Equation Modeling to answer the research questions, however, qualitative research
approach was also used to validate the model. According to Williams (2007:67),
guantitative research encompasses a numeric or statistical method to research design
and gqualitative research comprises of purposeful use for recitation, illuminating, and
interpreting collected data. Flick (2011:252) defines qualitative research as a method
that provides a detailed depiction of procedures and opinions that are used with a

small number of cases in data collection.
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1.9.1 Population

Wanjohi (2014:7) explains that the target population for an investigation is the set of
people, group of things, services, households that are being investigated. Etikan,
Musa and Alkassim (2016:1) add that a population is the total quantity of objects or
cases to be researched. The population of this study comprised of the employees and
managers of the selected municipalities. The selected municipalities were from the
Western Cape Province, the Free State Province, and from the Eastern Cape
Province. The categories of the respondents from the municipalities were; executive
directors, middle managers, lower level managers, and staff members directly involved
in managing and executing budgets. Municipal A has 203 employees, Municipal B has
660 employees, and Municipal C has 363 employees. Thus, based on the human
resource databases of these municipalities, they have a combined total (1226) of staff

members and managers.

1.9.2 Sample technique and sample size

Etikan, et al. (2016:1) explain a sample as a quota of a target population or universe.
The sample size specifies the size of objects chosen from the universe to structure a
sample (Mukherjee, 2017:58). The sample included the populations/employees that
directly deal with the management of budgets. The human resource database of those
municipalities was used to draw sample. Similar studies conducted by Mafini (2014),
and by Katou and Budhwar (2007) on budgeting and organisational performance,
proposed that 300 respondents are sufficiently representative for a survey and
interviews. Thus, the sample size was set at n=300 respondents. The respondents
that completed the survey fully were n=261, and the staff members that participated

in the interviews were n=4.

The study used two non-random techniques: convenience sampling and purposive
sampling. These sampling techniques are applicable in this research as they assist
the researcher to select respondents based on suitability, accessibility and availability
(Etikan et al., 2015:2).

16



1.9.3 Data collection instruments

An online instrument was used to accumulate data from the designated target
participants at the selected municipalities. A questionnaire comprises of a set of
guestions to be used to accumulate data from the target participants (Fick, 2011:106).
Fick (2011:106) adds that a questionnaire assists a researcher to get comparable
answers from the respondents. A 5-point Likert scale questionnaire was utilized in this
research to gather data from the respondents within each municipality. The
guestionnaire was validated and focused on issues related to budgeting and
organisational performance. For the qualitative part of the study, semi-structured
interviews were conducted with the management of the municipalities. In an interview,
the researcher asks questions verbally to the respondents and in return the
respondents respond verbally to the questions (Murgan, 2015:269). Since the
researcher worked as a Senior State Accountant at a provincial government
department in the Western Cape and he has relevant knowledge and experiences in
budget management. Thus, the researcher conducted all the interview sessions during

the entire research process.

1.9.4 Data collection/fieldwork

With the consent of the Municipal Managers an online questionnaire (survey) was sent
to the employees of the municipalities. Prior to the administration of the questionnaire,
the aim of the research was explained to the respondents and a written request for
their consent was presented to them. According to lwu (2012:95), a questionnaire
ought to be tested for validity before it is given to the respondents. Thus, the
guestionnaire was tested by the researcher by pilot testing of 30 questionnaires from
residents to ensure instrument dependability.

The instrument was administered by the researcher.

1.9.5 Data coding and analysis

To enhance the quality of this study, information was collected and evaluated to
ensure that it is as complete, reliable, precise and applicable as possible to the
research objectives. Statistical Package for the Social Sciences (SPSS) Amos
programme was used to capture and analyse quantitative data. Structural Equation
Modeling was used to establish and validate the proposed model. Good-Fit-Index,
RMSEA, Chi-square and Cronbach’s alpha were used to test the reliability of the data.
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Different descriptive statistics are used to offer summary information about the sample
and collected data. Descriptive analyses are in a form of median mode, mean,
standard deviations, and frequency tables and graphs. Qualitative data will be coded

and analysed using text-based documents (transcripts).

1.10 RATIONALE AND SIGNIFICANCE OF THE STUDY

The study's goal is to look at the budgetary problems that managers face in a
municipality. It aims to explain why the current situation has developed and to make
positive suggestions for the future that, if implemented properly, may have a
substantial impact on how managers utilize budgets as an effective managerial
instrument. Thus, the study is important because there is lack of structured budgeted
management frameworks in South African municipalities. The researcher aims to
make sound recommendations to assist in facilitating/contributing to the improvement
of budgeting practices, within municipalities and subsequently to improved service

delivery.

This study develops a framework for budget management that can be implemented in
municipalities. The framework provides new solutions to guide municipalities on how
to manage their budgets effectively in order to deliver services such as safety services,
health services, housing provision, water, sanitation and refuse, electrical services
roads and infrastructure services and local economic development (LED) to improve
the standard of living of the residents. The study offers a guide to senior management

in all South African municipalities for improving their budget management practices.

1.11 DEMARCATION/DELIMITATION OF STUDY

Data gathering was limited to three selected municipalities.

1.12 ETHICAL CONSIDERATIONS

Permission was obtained from each municipality before the research was conducted.
Participants’ names and identities were withheld by the researcher and were not
revealed to anybody or to any institution. The respondents were instructed on the
cover letter of the instrument not to disclose their names or identity. The researcher

ensured that the participants remained anonymous. The study did not bring harm to
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the participants, they were not forced or manipulated to participate. The participants
were told that their partaking in the study was entirely voluntary, and that their right to

withdraw at any moment was honored.

The data which was collected was only used for the purposes of this study not for any
other purpose. As a researcher it is critical for one to be an ethical researcher and one
has a duty for protect the participants and to present correct and accurate results. The
researcher first obtained permission letters from the three municipalities for conducting
the research. Furthermore, the researcher asked for consent from the participants who
took part in the survey and the interviews. However, before the researcher sent the
link for the survey and appointments for the interview sessions, ethical approval was
acquired from the Faculty Ethics Research Committee, Faculty of Business and

Management Sciences, Cape Peninsula University of Technology.

1.14 SUMMARY

This chapter discussed the problem to be investigated in this study, the rational of the
study, the methodology to be followed in order the answer the research questions.
Literature in budget management and service delivery was discussed. Budgeting is an
efficient management mechanism that can be used to implement operational plans
and objectives of a government department or a municipality. A budgeting tool can be
used as a driving instrument for service delivery in municipalities. A municipality is the
only sphere of government that is closer to residents. Challenges of maladministration,
mismanagement of funds, lack of service delivery and corruption impacts negatively

on the sustainability of municipalities

If budgeting is correctly applied and controlled and thus takes into account all the
factors influencing proper budget control, a municipality should be able to make
effective use of resources to achieve its mandate. The following chapter will discuss

the nature of service delivery in South Africa.
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CHAPTER TWO: AN OVERVIEW OF SERVICE DELIVERY IN SOUTH
AFRICA

2.1 INTRODUCTION

Post 1994 the residents of the Republic expected their lives to improve as a result of
receiving quality services from municipalities. Every democratic government has an
obligation to deliver quality and affordable services to its citizens, and that obligation
is often fulfilled by the local government sector, particularly municipalities. There are
a number of elements and key stakeholders that play some critical roles in service
delivery in South African (RSA) municipalities such as the constitution, particular
statutes and local government employees. (Molinyane, 2012:2). The concept local
government will be defined and deliberated in this chapter, the role of local government
in service delivery will be unpacked and the role of the constitution in local government
will be outlined. Political and socio- economic issues impacting on local government
will be examined to offer information on the environments in which municipalities
operate. In addition, the nature of service delivery and the difficulties encountered by

municipalities in responding to these will be discussed.

Koma (2010:113) defines local government sphere as the organ of the state that is
situated within a community to address the needs of the people in that jurisdiction.
Koma et al. (2014:96) explain that the local government sphere is a vital, unique and
inter-reliant sphere of government that manages its activities autonomously, but in
conjunction with national government policies and strategic objectives. Those policies
and strategic goals should be aligned to the supreme law to deliver quality services to
citizens in order to improve their quality of life. This chapter will discuss the role of the
constitution, the role of Local Government, the Integrated development plan, service
delivery, the role of governance in service delivery, and the role of budget

management in service delivery.

2.2 THE ROLE OF THE CONSTITUTION (RSA)

With the introduction and signing of the Constitution (RSA 108 of 1996) after the first
democratic elections in April 1994, this constitution became the supreme law (legal
framework) of the republic. This legal framework guides government in the delivery of

services and in their efforts to eradicate poverty (Koma, 2010:111).

20



Section 151 of the constitution defines the goals of municipal government, which are
to provide services to the citizens in an appropriate way, uphold social and economic
growth, stimulate health and ensure that communities live in a safe environment (RSA,
1996). The constitution was formulated with the intention of democratizing the republic
and eradicating the inequalities attributed to the previous apartheid regime in order to
raise the standard of living for all South Africans and allow them to enjoy equal rights.
Figure 2.1 below illustrates the role of the constitution of the republic in framing these

rights.

’—-—-——— Undivided South Africa

Democratic system

Power-sharing for all
communities

Freedom as a
cornerstone

Discrimination must be
eliminated.

Safety and healthy
environment

Mo racial domination

Minority groups must be
protected.

The Constitution (108 of 1996

Freedom of religion

Sound economy

O ——

Provide services equally

Figure 2. 1: The constitution in South Africa

(Source: Adopted from the RSA Constitution)

It is evident from the roles included in Figure 2.1 above, the constitution's goal is to
create a legislative structure for residents to receive services. The constitution further
requires the government to utilize public resources efficiently and effectively and

moreover hold different organs of government accountable to the people particularly,
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local government. Despite the objectives and provisions outlined in Figure 2.1,
national, provincial and local government have not yet adequately fulfilled functions

such as the following:

e Health care: According to Hjertsrom, Obstfelder and Norbye (2018:1), many
countries worldwide, and in Africa in particular, face challenges in providing
health care due to limited resources. However, the government has an
obligation to provide health care services for all who live in the republic,
particularly those who are vulnerable and are from a poor background.

e Housing: According to the constitution of the republic, “everyone has got a right
to safe and appropriate housing”. Thus the government should build safe,
decent and economical housing for the poor (Vale, Shamsuddin, Gray, &
Bertumen, 2014:22).

e Education: Everyone has a right to receive free basic education in their own
language (RSA, 1995:12)

e Sanitation, water and electricity: According to the constitution everybody has

the right to adequate electrification and water.

The functions mentioned above are clearly articulated in the constitution to assist state
institutions and state organs, including municipalities, to execute their responsibilities.
Notwithstanding, some municipalities fail to address the functions for which they are
responsible, even though the constitution of democratic South Africa (post-1994)
requires them to do so. How municipalities were run pre-1994, is different from the
way they are run post-1994 as is presented in Figures 2.2 and 2.3.

According to Figure 2.2, local and provincial governments are spheres of government
in their own right, however, Figure 2.3 illustrates that all the spheres of government is
South Africa are interrelated and in most instances cannot function without each other.
This interconnected relationship is mandated by the Constitution of the Republic to

ensure that these different spheres account to each other.

22



o
e
B B

Figure 2. 2: System of Government Pre-1994

(Source: National Treasury, nd)

Before the adoption of the current constitution, important decisions were taken by the
national government alone. The system of government was characterized by a top-
down approach (Malefane, 2008:708) in which local government was subservient to
provincial and national government (de Visser, 2009:8). In the apartheid era, local

government functions were divided along racial lines with services at local level being

unequally provided. Figure 2.3 below depicts a government system post-1994.

Local
overnment

Figure 2. 3: System of Government Post -1994,

(Source: National Treasury, nd)
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As illustrated in Figure 2.3, post-1994 the system of government was transformed,
with the three tiers of government becoming interrelated and none of them functioning
in isolation. The National Government drafted and adopted a National Development

Plan which must be effected and carried out by all the spheres of government.

2.3 THE ROLE OF LOCAL GOVERNMENT

The sphere of local government is crucial in what the national government aims to
achieve. According to Sithole & Mathonsi (2013:10), local government was created for
the first time in the 17th and 18th centuries after the Dutch and British settlers arrived
in South Africa. The current constitution puts the onus on local government to ensure
that social and economic development is promoted for the benefit of the community
(RSA, 1996). As defined by scholars referred to in previous sections of this chapter,
the local government powers are clearly articulated in section 151 of the constitution
(Roux & Nyamukachi, 2005:693). Internationally, literature on governance considers
local government to be a distinct sphere of government, particularly in developing
countries (Sithole et al., 2013:10).

According to Thornhill (2008: 492) and de Visser (2009:9), the Constitution position
local government as an important development agency by clearly outlining its
constitutional objectives, mandate and developmental obligations. Hence, it is
important for resources to be made available to municipalities so that the desires of

local residents can be addressed.

According to Koma (2012:53), the roles of local administration include the alleviation
of poverty, advancement of local economic development and job creation on behalf of
the provincial and national governments. The responsibilities of local government,
framed by the constitution, have been detailed in a series of Acts of Parliament as
illustrated in Figure 2.4. based on what is depicted in Figure 2.4, all the statutes that

are governing municipalities emanates from the Constitution of the Republic.
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Republic of South Africa
Act, 1996 (Act 108 of 1996)

Traditional -
- . Municipal
Municipal Municipal Leadership and P Intergovernme
Systems Act Finance i
Y ; Structures Govermnance ntal Relations
2000 (Act 32 Management
Act, 1996 (Act Framework Act Act. 2005 (Act Framework
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> unicipal Finance Managemen

Act, 2005 (Act 13 of 2005)

Figure 2. 4: Acts of Parliament related to the work of local government

(Source: Author)

As illustrated in Figure 2.4, the ultimate law is the constitution and it provides the
framework within which all the acts in the diagram have been drawn up, voted for and
passed in parliament. It is thus the obligation of parliament to ensure that these
statutes are implemented effectively by municipalities. The national and provincial
governments should support municipalities so that its obligations can be met and its
and mandate can be achieved to the benefit of local communities. In most instances
local government implements national policies on behalf of the national government,
thus, collaboration between national, provincial and local government is of paramount

importance.

Local government sphere refers to municipalities (Scheepers,2015:24). According to
Roux (2005:694) municipalities are categorised based on section 155(1) of the
Constitution, read with chapter 1 of the MSA, 117 of 1998 wich sets out the
classification and categorisation of municipalities in South Africa. Figure 2.5 below

depicts different classes of municipalities in the Republic.
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Local Government
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Category A Category B Category C
Metropolitan Local District
Municipality Municipality Municipality

Figure 2. 5: Types of Municipalities

(Source: Author)

Category A: Is a municipality that has powers, legislative authority and
jurisdiction over a metropolitan municipality. Currently there are eight
Metropolitan Municipalities (Buffalo City; City of Cape Town; City of
Johannesburg; City of eThekwini; Nelson Mandela Metropolitan Municipality;
City of Tshwane; Ekurhuleni Municipality; Mangaung Municipality).

Category B: These are municipalities that render services to geographical
areas which are outside metropolitan areas, they share legislative authority with
the district municipalities (Category C) that they fall under. (Thornhill,
2008:497). Currently there are 226 Local Municipalities.

Category C: Is a district municipality that shares legislative authority with local
municipalities under its jurisdiction or geographical area. Currently there are 44
District Municipalities.

For all the above mentioned categories of municipalities to function properly, the has
to be systems in places, and National Treasury proposed a framework that
municipalities need to follow. Figure 2.6 below depicts the key elements of a functional

and well-performing municipality.
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Figure 2. 6: Key elements of a functional and well-performing municipality

(Source: National Treasury)

2.4 INTEGRATED DEVELOPMENT PLAN (IDP)

According to Mathebula et al. (2016:70) one of the tools used by municipalities to
deliver services is the IDP. The IDP is a strategic document that is used as a
management tool, framework for setting a budget for the municipality and as a method
for running a municipality (Koma et al., 2014:101). IDP and its implementation is
supported by statutes such as the Municipal Systems Act of 2000 (Malefane &
Mashakoe, 2008:475). The IDP is a service delivery implementation tool that guides
municipal officials on how to prioritize and deliver services to communities (Sebola et
al., 2013:7). When the IDP is inadequately implemented by municipalities, services
cannot be delivered effectively to the communities, thus leading to services delivery
protests when the communities are not getting services as mandated by the

constitution.
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White Paper that was drafted by the national government in 1998 encourages
municipalities to encourage communities to participate in planning and implementing
the IDP (Malefane et al, 2008:475) so that by working together, community members
and local government officials devise long term strategies for achieving municipal
goals. Therefore, the IDP is a disposition that is meant to integrate developments of a
municipality in a certain jurisdiction (Mathebula et al., 2016:72).

Each department within a municipality has an obligation to contribute towards the
planning and execution of the IDP. However, when it comes to implementing the IDP,
municipalities face multifaceted problems such as a lack of skills and ability (Malefane,
2008:710). Some of these limitations have their origins in South Africa’s long history

of demographic inequality.

2.4.1 Planning Pre-1994:

After the formation of municipalities in South Africa in 1903, planning was done in an
unfair and unfavourable manner (Sebei, 2013:20). Planning was done top-down, from
the national government, and it was done in demographically segregated ways which
favoured the ‘white’ minority. There was little interest from national government in
addressing problems such as local economic conditions, social development, poverty
alleviation, health and safety and security for the whole population and as a result
disadvantaged communities had limited or no access to facilities or economic

development in their local municipalities (Madumo, 2015:154).

2.4.2 Planning Post-1994

Under the post-apartheid democratic state with its new constitution, local government
is anticipated to play a vital part in planning and developing municipalities and thus in
improving the lives of communities in their jurisdictions. In 1998 the IDP was
introduced as a local planning tool for municipalities through the proclamation of the
Development Facilitation Act of 1995 (Sebei, 2013:21). Figure 2.7 below depicts the
IDP cycle and how and when a municipality should engage with the community. The
residents play a critical role in the development and drafting of the IDP of a

municipality, as such, Figure 2.7 illustrates this conception.
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Figure 2. 7: IDP cycle

(Source: Malefane, 2018:717)

As shown in Figure 2.7, the IDP cycle places the community in the centre of the
process, because residents have the right to be involved in municipal decision-making
(Ndebele et al, 2017:345). According to the White paper of 1998, municipalities must
consult with residents throughout the planning phase of the IDP and continuously to
give feedback to the community. Daft et al., (2010:7), state that, municipal planning's
mission is to define priorities and goals for future municipal success, as well as to
guide management in determining the actions and resources needed to attain the

strategic goals.

Planning is referred to by municipal management as a thoughtful method to enhance
methods for effective and efficient use of resources (Rao, 2009:618). This fast-tracks
the degree at which municipal resolutions and adjustments are made. On this topic,
Nel et al. (2014:50) agree with most of the other scholars and recognizes significant
benefits gained from municipal strategic planning. Therefore, these benefits are

outlined below in Table 2.1.
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Table 2. 1: Advantages of Organisational Planning

Benefit 1 Offers guidance to be followed by an organisation.

Benefit 2 Assists executives in knowing what to do to reach objectives.
Benefit 3 Allows a firm to assess its performance.

Benefit 4 Creates a participative environment for employees.

Benefit 5 Reduces the effect and potential risks of transition.

Benefit 6 Aids the organisation in planning for potential hazards.
Benefit 7 Establishes the criteria that the organisation must follow.

(Source: Adopted from Nel et al., 2014:50)

Planning should be practical and precise when the situation is unpredictable. Jordan,
Ross, and Westerfield (2010:89), are of the opinion that an organisation's planning
automatically requires the financial requirements to accomplish the purposes and
goals of the organisation. The organisation needs to be able to project the costs from
the planning stage and measure the plan's affordability. In a way, whoever participates
in planning for an entity, the budget is entangled with any plans. There are various
modes of planning in municipalities (Sado, 2014:61), these types of plans are defined
in detail below.

e Long- term plan: This planning approach defines municipal priorities,
strategies, and methods for accomplishing and allocating resources to meet its
goals. For most municipalities, this kind of planning can extend to several years,
three to five years. Top management is in charge of this type of planning.

e Medium- term plan: This plan is an alternate plan of action that may be
implemented if the first plan fails to meet the municipal aims and objectives.
These are often a shorter form of long-term plans, which may last up to 5 years,
and are considerably highly foreseeable in the future than long-term plans.

e Short- term plan: Is a plan that specifies what must be done, by whom, and
when. The short-term plan addresses the municipal’s immediate plans, most of
which lower-level managers execute. These are referred to as operational

plans, and they are easy to describe in terms of budgeting.
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Any municipality planning any activity or a project ought to have a planning framework
or a model to follow in order to guarantee that the planning process runs well. As such,

Figure 2.8 sketches a planning model within an organisation.

Identify the purpose
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ldentify specific

approaches and

strategies

|

Identify action plans to

7

achieve the strategies

|

Monitor and update

plans

\,

Figure 2. 8: Planning Model
(Source: Sado, 2014)

2.4.3 Regulatory Background for the Development of the IDP

The supreme law (The Constitution) requires municipalities to prepare an IDP in order
to develop and carry out its responsibilities (Mabuza, 2016:18). To fulfil its
constitutional duties, a municipality is required to manage its administration, finances,
resources and strategic plans processes in order to prioritize residents' fundamental

rights.

The Municipal Systems Act, 2000 (Act 32 of 2000) stipulates that each city council
must implement a new, inclusive, and transparent strategy for the progress of the
municipality within a specific timeframe following the commencement of its elected

term. The plan should include the following:
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e Link, incorporates and integrates plans of the municipality.
e The plan must take into consideration ideas for the advancement of the citizens
and the municipality.
e Correlates the capital requirements and capability of the municipality with the
execution of the plan.
e Shapes the policy structure and foundation upon which annual budgets must
be founded.
In accordance with the MSA and the MFMA, the municipality should establish its IDP
for a period of five-year, which is endorsed by the Medium-Term Revenue and
Expenditure Framework (MTRF) for strategic, performance and inclusive municipal
governance. Municipalities must also cooperate closely with provincial and national
levels of government in implementing national and provincial planning projects at the

local jurisdictions.
Thus, the are the statutes governing the IDP:

e The Constitution of the Republic of South Africa (Act 108 of 1996).

e Local Government Transition Act of 1993.

e White Paper on Local Government (1998).

e The Municipal Systems Act (Act 32 of 2000).

e Municipal Structures Act (2000).

e The Municipal Finance Management Act (Act 56 of 2003)
The legislation (MSA and the MFMA) makes provision for municipalities to review the
IDP document continuously. This process is done with the aim to update of some
chapters found in the IDP to make certain that the IDP and budget are met. The IDP
review process should take place within the framework established by the
municipality’s leadership. Figure 2.9 below illustrates the IDP review process. It is
imperative to note that in the IDP review process should include the review of the
municipal five-year strategic plan with clear strategic pillars that are aligned to the
departmental plans and intergovernmental plans, focusing on the economic growth,
improving efficiency, and improving service delivery. Thus, that leads to consolidation
of plans and the budgeting process, by clearly outlining capital and operational budget

priorities that are linked to the strategic pillars of the municipalities.
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Figure 2. 9: IDP review process
(Source: National Treasury, nd)

To complete the steps mentioned in figure 2.9, municipalities should engage all
stakeholders who should be involved to get their insights and inputs in order to

determine which services are required.

2.5 SERVICE DELIVERY

In South Africa service delivery means the dissemination of basic services to the
citizens within the jurisdiction of a particular municipality to advance their quality of life.
Although the nation has achieved great progress since 1994 in enhancing South

African residents' quality of life by delivering basic services to previously unserved and
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underserved families. As stated in Chapter One, The constitution mandates
municipalities to deliver services to residents, which thus far, in many parts of South
Africa, they are failing to do. The Constitution, requires municipalities to render the

following basic services:

e Health care

e Housing

e Safety

e Sanitation and water:

e Electricity Services:

e Roads and Infrastructure services

e Local Economic Development (LED)
Municipalities have an obligation to provide health care services for all who live in the
republic trough clinic services on behalf of provincial government. Section 27 of the
Bills of Rights mandates that every person have access to safe and sufficient drinking
water. Municipalities should offer basic sanitary facilities that are safe, keep smell to a
minimum, and are simple to maintain. However, in some municipalities sanitation

remains a major challenge.

Housing is the most needed service in democratic South Africa because many people
still live in poverty with no roof over their heads. Some people still live in shacks without
proper housing. Housing is considered as a "driver of economic growth" and has the
potential to provide a significant boost to the economy. The Constitution recognizes
the importance of housing as a basic human necessity in South Africa, however the
South African government, particularly municipalities are failing to provide adequate
housing to the constituents. Despite the introduction of a number of initiatives by the

Government to deal with the demand of housing.

Sanitation has a huge impact on the environment of any municipal area. Whilst rate of
improvement in sanitation remains modest, only few households have access either
to flush toilets. It is the Constitutional mandate of municipalities to eradicate the bucket
system in their jurisdictions to improve quality of life. Figure 2.10 below shows how

some municipalities are neglecting the environment.
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Figure 2. 10: Dirty site in a municipality
(Source: Author)

As illustrated in Figure 2.10, refuse is infrequently collected, thus, impacting the
environment negatively. In some municipalities roads are not rehabilitated and

maintained at all and are falling apart. Figure 2.11 depicts roads with ‘potholes”.

Figure 2. 11: Unmaintained municipal road

(Source: Author)
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Figure 2.12 shows the state of housing provision is some areas of South Africa. In
relation to electrification, these kind of housing layout hinders organisations such as

ESKOM to provide adequate electrification.

Figure 2. 12: Shacks in South Africa
(Source: Author)

Citizens require adequate housing to access basic services from municipalities to
improve quality of life. Figure 2.13 below depicts the state of clinics in South Africa.
Some municipalities, particularly in rural areas lack financial resources to pay medical
personnel and to maintain these clinics. The delivery of health care in South Africa has
been harmed by a number of issues that have a negative effect on healthcare quality
(Maphumulo and Bhengu, 2019:1). Municipalities should strive to improve their
communities by providing access to basic services
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Figure 2. 13: State of a Clinic in South Africa

(Source: Author)

The figures shown above (Figure 2.10; 2.11; 2.12 and 2.13) reflects a picture on what
is currently happening in South Africa. According to Molinyane (2012:3), South Africa
has a massive service delivery backlog. However, this problem is not unique to South
Africa as many other African countries are experiencing similar problems (Molinyane,
2012:3). Before and during local government elections political parties make promises
to residents in their manifestos, that they will deliver quality services, but when elected
into power or office, they fail to implement these promises in relation to primary health,
water and sanitation, housing amongst others (Ntliziywana, 2017:17). Ntliziywana
(2017:17) has identified the following challenges that affect service delivery in
municipalities;

e Poor accountability by municipal officials;

e Lack of communication with residents;
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e Political interference in the administration;

e Political instability;

e Fraud and corruption;

e Poor budget and financial management;

e Lack of skilled employees
The above mentioned challenges are major reasons why South Africa has seen
numerous violent protests against insufficient service delivery. Municipalities do not
only have a duty to render services to the citizens, they also have duty to ensure that
they improve the living standards of the citizens (Molefe, 2015:1). Efficiency,
impartiality, fairness and equality are critical contributors to quality services. According
to Mafunisa, Sebola and Tsheola (2012:221), service delivery challenges can be
addressed if and when municipalities can strengthen community participation in the
IDP process. Reddy (2016:4) identified other challenges that have affected service

delivery provisions such as:

e Unfunded mandates

e Financial viability

e Legal compliance

e Fiscal discipline

e Clears Local economic development plan
The above-mentioned challenges requires commitment from politicians and all the
stakeholders of the municipality, including the employees.

2.5.1 Service Delivery and Budget Implementation Plan

For municipalities to render services effectively, they have to formulate a Service
Delivery and Budget Implementation Plan (SDBIP), which they need to monitor on a
regular basis (monthly and quarterly). There has to be an alignment between an
SDBIP, IDP and planned projects. The purpose of aligning a SDBIP and a IDP is to
accelerate service delivery (Mathebula et al., 2016:79).

A SDBIP is formulated and approved by the mayor of a municipality in terms of Section
53 of the MFMA, which states that the mayor should approve a SDBIP within 28 days

after the budget has been approved. Table 2.2 below outlines components of a SDBIP.
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Table 2. 2: Components of a SDBIP

Projections for each month Revenue and Expenditure

Service Delivery Quarterly targets and Performance
indicators

Other matters Revising the SDBIP

Capital Budget Details of the budget per ward

(Source: Sibanda, 2017:316)

Despite tools such as the SDBIP, poor people, particularly in rural areas, still struggle
to access basic services from municipalities. Lack of service provision and
infrastructure affects the quality of life of the citizens (Helao, 2015:34). Municipalities
are faced with issues of capacity, which can be addressed by managing and
monitoring the annual municipal infrastructure grant in relation to operational plans

and budgeting for effective service delivery (Mafunisa et al., 2012:221).

SDBIP serves as a tool that gives a municipality an update on the progress. There are
comprehensive statutes that regulates financial and budget management in
municipalities, and the constitution further requires Treasury to guarantee adequate
financial management and budget management control in all government spheres
(Sibanda, 2017:316-317). Effective planning and budgeting can make a significant
difference in improving the quality of service delivery in municipalities.

2.5.2 Legislative framework SDBIP

Section 53(1) of the MFMA mandates a Mayor to undertake all rational efforts to
ensure that the SDBIP is authorized within 28 days after the municipality's council's
adoption of the main budget. The SDBIP is a requirement of the MFMA that
municipalities should implement. The SDBIP a tool which reflects quantifiable
outcomes and performance indicators that will be implemented and achieved by the

administrative layer of the municipality.
According to section 53(1)(c)(ii) of the MFMA, the SDBIP must show:

a) Revenue projections by source.
b) Operational and capital expenditure per department (Vote).
c) Performance indicators (Service delivery targets) for each quarter.

d) Any other matters.
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Section 52(d) of the MFMA requires the Mayor to provide quarterly reports on the
execution of the SDBIP. According to the MFMA Circular No.11 published by the
National Treasury (2005:2), the IDP and SDBIP should be close and consistent to
allow the linkage between plans and real results. SDBIP includes the combined
service delivery targets and in-year targets, and ties those targets to Executive
management, while the lower layer is a comprehensive departmental section, which
is constructed on municipal efficiency and must be compiled for each municipal

department.

2.5.3 Quality of Service delivery

The White Paper (Republic of South Africa, 1997) sets the standards on how South
African government, particularly municipalities, can be evaluated when providing
services to the citizens. The white paper indicates that when municipalities are
delivering services, they should engage in collaboration, provide excellent service

standards, openness, politeness, redress, and unsure that the is value for money.”.

An effective approach to the provision of services enables municipalities to deliver
guality services as per the needs of the citizens. The municipality should have quality
management systems in place to ensure that services rendered to the people meet
guality standards. A quality management system may serve as a foundation for
continual improvement, increasing the likelihood of customer and other stakeholder
satisfaction (Moradi, Jafari, Maleki, Naghdi & Ghiasvand, 2015:174). As such,
municipalities require new management tools and techniques to balance conventional
evaluation methods with newer and more realistic management systems. Quality
management systems encourage the organisations to adopt system needs in to

enhance internal procedures.

Many attempts have been undertaken in recent years to enhance the quality of service
delivery in South Africa, however municipalities are still providing inadequate services
to the people in contravention of the Constitution. The quality management system
integrates the organisation's many internal processes and aims to provide a process -
oriented approach for project implementation, notably in municipalities. Figure 2.14

below shows a quality management system a municipality should use.
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Figure 2. 14: Quality Management System

(Source: Adopted from Moradi et al., 2015)

Figure 2.14 illustrates the link between what is desired by citizens, and what the
municipality can provide. Parasuraman et al. (1988:23) suggest five service quality

dimensions that are vital in an organisation for it to provide an efficient service:

e Concrete: A municipality should provide physical facilities and equipment.

e Dependability: Should have Capabilities to provide the given service
consistently and accurately.

e Openness: The should be willingness to assist customers and offer timely
services.

e Reassurance: Employee knowledge and politeness, as well as their capacity to
inspire trust and confidence.

e Compassion: The citizens should receive caring, personalized care.

Municipalities should implement the above mentioned dimensions to provide quality

services to the citizens, particularly the poor. As previously stated, lack of quality
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services has led to service delivery protests across South Africa. According to Ngcamu
(2019:3), South Africa is one of the protest capitals of the world and these protests are
triggered by the unhappiness of citizens with the poor standard and shortcomings of
services delivery and re-demarcation of local and district municipalities. Shortcomings
of services delivery are caused by poor municipal services in areas such as, housing,
roads and infrastructure, electricity, health services and other services (Ngcamu,
2019:4).

According to Helao, (2015:79), good quality service delivery is related to good
governance, accountability, transparency, ethics and a productive work environment.
Ntliziywana (2017) found that some municipal officials work in unfavourable
environments. Thus, it is crucial to understand and assess the micro and macro
environments of a municipality when considering how it renders services to its

constituency.

The micro- environment is the internal environment of the municipality and includes
such features as financial and non-financial resources, the competencies of municipal
officials and the policies of the municipality. The macro- environment deals with
matters outside the parameters of the municipality, and in some instances the external
environment is beyond the control of the municipality in relation to service delivery.
Both the external and internal environment have an effect on the effectiveness of

service delivery.

2.5.4 Unfunded Mandates of municipalities

Botlhoko (2017:68) defines an unfunded mandate as a function that belongs to a
different sphere of government but executed by a municipality. Before 2014 some
municipalities used to budget for unfunded mandates (National Treasury, 2014:11). In
some instances, the provincial and national departments do legally give a mandate to
municipalities in terms of the South African Constitution (Botlhoko, 2017: 68). Both
funded and unfunded mandates should not affect the viability and sustainability of the

municipality.

National Treasury posit that these unfunded mandates in some instances pose a
financial and institutional risk for municipalities, because municipalities allocate money

to activities that are not their core business, thus compromising service delivery. The
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National government sets service standards for local government, as a result, that
forces municipalities to devote limited financial resource to meet the expectations of
the Central government. Basdeo (2012:51) posit that some municipalities are
obligated by the National government to execute duties that are not assigned to them
by the Constitution or legal statutes. These mandates have financial implications for

the municipalities.

Thus, it is critical that municipalities sign service level agreements with the relevant
spheres of government that the activity/project was undertaken to recover all the
expenditure incurred. When transferring and delegating new duties or powers to other
branches of government, essential legal processes must be followed (Basdeo,
2012:51). If a municipality delivers services beyond the service level agreement, then
that will not be regarded as an unfunded mandate (Botlhoko, 2017:69).

In America, unfunded mandates were eliminated in 1995 by the introducing Unfunded
Mandates Reform Act of 1995. Unfunded mandates in most instances create higher
costs and inefficiencies for municipalities (Dilger, 2020:1). Some of these mandates
are too excessive for municipalities to deliver and they affect service delivery for

municipalities.

2.6 THE ROLE OF GOVERNANCE IN SERVICE DELIVERY

One of the major challenges of service delivery in South African municipalities is the
politicisation of the administrative layers, which affect governance in municipalities
(Masuku and Jili, 2019:1). Masuku et al., (2019:1) further state that over the years, a
host of persistent service delivery difficulties, such as poor governance and service
backlogs, have been found in South African municipalities. According to Shai
(2017:55) define governance as the manner in which a nation is managed, particularly
exercising influence over politics and power sharing. Governance reflects on policy

development as well as the efficacy with which statutes and policies are applied.

Partisan infighting and disputes between political parties in council and clashes
between the administrative components and politicians has negatively affected service
delivery (Reddy, 2016:1). The structural legitimacy of a government level is
jeopardized if strong political opinions are transferred to the administrative

components of the municipalities without following any applicable prescripts and
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statutes. In the modern day’s governance has moved beyond traditional responses,
mechanisms, and processes by allowing for citizen engagement and openness, as

well as transparent disclosure in municipal procedures.

2.7 THE ROLE OF BUDGET MANAGEMENT IN SERVICE DELIVERY

As alluded in chapter 1, the is a relationship between effective budget management
and service delivery in municipalities. As such, this section will discuss and engage
with literature in relation to that relationship. Cheruiyot et al. (2017:216) discussed the
relationship between budgeting and service delivery in municipalities and affirms that

indeed a relationship exists between these two variables.

2.7.1 Budget management for service delivery

Through the budgeting process, the government allocates scarce resources to
programs and services to provide community services. Many studies have highlighted
the need for municipalities to effectively manage public funds with diligence and
efficiency to render quality services particularly to the poor. There is a wealth of
literature on the relationship between budget management and service delivery
performance. Koma (2014) categorically state that effective budget management
leads to effective service delivery in the public sector. In addition to the above,
budgeting plays an important role in policy implementation, accountability, continuity

and service delivery.

According to Mpaata, Kakumba and Lubogoyi (2019:2) Budget management for
service delivery has continued to be a major barrier to local government. Budget
management necessitates, along with many other things, goal congruence for
improved service delivery (Mpaata et al., 2019: 3). Budget management practices in
the local government domain have been a source of concern because they have an
impact on service delivery (Imuezera and Chinomona, 2015: 359). As such, correct
application and management of budgets in municipalities can lead to efficiency,
accountability.

As noted by Scott and Enu-Kwesi (2018:23), there is an urgent need to plan, budget
and carry out actions that have the potential to significantly improve the reach,

accessibility, and quality of public services. Scott et al, 2018:25) proposed the
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following conceptual framework for budgeting and service delivery which illustrates the

links between budgeting and service delivery the public sector.

System Theory

]
Budgeting Practices Service Delivery
- Policies - Services Availability
- Procedures - Quality of services

- Cost of services

v

- Officials involved

il

- Information

Principal agent theory
Transaction Cost Theory

-Public participation

New Public Management
Allocative efficiency theory

Independent Variable Dependent Variable

Figure 2. 15: Conceptual Framework for Budgeting and Service Delivery
(Source: Scott et al, 2018:25)

According to the framework in figure 2.15, budgeting practices, as indicated by
policies, procedures, involvement of public officials, information, and public
engagement, all play a role in the quality of service provided (Scott et al, 2018:25).

Table 2.3 illustrates some development outcomes of municipalities.

Table 2. 3: Development outcomes

Infrastructure and Services Municipalities must provide infrastructure
and services to households.

Town planning Municipalities must develop liveable
integrated cities, towns, and rural areas

Local Economic Development Municipalities should encourage local
economic development.

Community empowerment There should be empowerment and

redistribution within the community

Source: Rabotapi (2013:2)
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What is tabled in table 2.3 shows that municipalities are under immense pressure to
address service delivery backlogs. For municipalities to achieve the outcomes in table
2.3 resources have to be managed well by continuously monitoring budgets.
Imuezerua and Chinomona in their study conducted in 2015, proposed the following
conceptual framework for budgeting and service in the public sector. Figure 2.16 below
indicates that the is a link between budgeting and service delivery.

Budget and
systems
theory
Budgeting
practices .
- Service
NPM Policies delivery
Allocation Procedures e
efficiency Officials availabiity
Information Quality
Public Cost

participation

Figure 2. 16: Budgeting and service delivery conceptual framework
(Source: Imuezerua et al., 2015)

The New Public Management (NPM) is one of the variables in figure 2.16, the purpose
of the NPM system focuses on the decentralization of resource control and the
exploration of alternative service delivery models (Ndevu et al., 2017). Thus, policies,
procedures, human resources and the involvement of the citizens has an impact on
the nature of budget practices that will enhance service delivery in a country
(Uwizeyimana, 2020). Uwizeyimana (2020) further indicate that, policies in
government are documents that outlines what government intends do for the public in

relation to quality service delivery. According to figure 2.16, the presence of
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procedures and policies to deliver services is a critical requirement for effective budget

management.

2.7.2 Effective budgetary management

According to Said-Salum et al. (2021:1) define effective budget management as an
ability for an organisation to keep track of income and expenditure. Effective budget
management offers frameworks to organisations to monitor a budget against actual
expenditure in to order to evaluate performance (Matsotso et al., 2021:1). In the
context of municipalities, effective budget management leads to optimal financial
resource utilisation which leads to provision of social services to the citizens Said-
(Salum et al., 2021:1).

Numerous studies that have be conducted around budget management continue to
show that organisations, particularly municipalities cannot function properly with a
budget. Thus, it can be concluded that benefits offered by budgeting, enhances
financial performance and organisational performance of municipality and other
government entities. Enwereji and Uwizeyimana (2019) affirms that, Effective
management of budgets is measured through effective service delivery. As such, the
manner in which budgets are managed by municipalities has a direct impact on how
the municipality delivers services to the community, and the practice of effective
budget management should be upheld at all times by municipalities. Appropriate
financial management must be made possible in all municipalities, where it

necessitates effective budgeting (Enwereji et al., 2019).

2.8 FINANCIAL MANAGEMENT THEORIES
2.8.1 Theory of financial control

According to Wakiriba, Ngahu and Wagoki (2014:106), officials working in the public
sector should always be concerned with improving financial management, budgeting,
and changes in accounting reporting standards. Financial controls are policies that
ensures management instructions and decisions are carried out with diligence
(Wakiriba et al, 2014:10). El-Nafabi (2009, np) asserted that in many government
departments financial control systems and internal controls are weak and effective as
a result public funds and assets of the departments cannot be safe guarded as

required by the legislation.
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The theory of financial control states that existing functions of financial management
are essential for the survival of an organisation. This theory is relevant to this research
given the fact that it will assist in better understanding the problems surrounding

financial management matters in the selected municipality.
2.8.2 Agency theory

Agency theory is a theory that describes how people should behave in an organisation,
as a result rules and regulations can be constructed around this expected behaviour
in order to direct outcomes from all concern. According to Tshipa (2017:90), Jensen
and Meckling (1976) develop the Agency theory to focus on the relationship between
the agent and the principal. In the context of the municipality the agent is the
management of the municipality, while the principal is the constituencies.

In most instances managers of the municipality (Agents) act in their own self-interest,
they do not act in the best interest of the citizens, hence financial resources are not
managed with diligence. Thus, Agency theory is mostly concerned about the

configuration of interests of the citizens and managers (Tshipa,2017:90).

2.9 SUMMARY

It is evident from the literature reviewed in this chapter that both the constitution and
several Acts of Parliament oblige municipalities to render effective and good quality
services to residents, particularly to those who were previously marginalised by the
apartheid regime. The democratic government, led by the African National Congress
majority, has legislated statutes in order to correct and address inequalities within
South African society and to shape municipal policies. However, to date, service
delivery has been inadequate in many parts of the country, leading to violent services
delivery protests and vandalism of public property.

Service delivery is a constitutional obligation of municipalities which are bound to
formulate policies and strategies to deal with service delivery and to address social
challenges to improve the standard of living their constituents. It is crucial that
municipalities consult residents before any decisions are taken in terms of resource

allocation. This process should be undertaken by using the Integrated Development
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Plan outlined in this chapter. In this chapter it has been argued that the SDBIP plays

a critical role in monitoring budgets in relation to service delivery.

Despite municipalities carrying-out unfunded mandates of other sphere of
government, it is import that these mandates are carried-out with diligence to advance
the quality of life citizens. However, municipalities seem to disagree with the National
government on the financial implications of these mandates. Sometimes the public
gets confused about what needs to be done by which sphere of government.

Where services are not delivered to the people as mandated by the Constitution, the
people are likely to strike, and some instances they target the wrong sphere of
government because they do not know who is accountable and responsible. In most

instances those service delivery protests turn into violent protests.

Until now, challenges in local government have been due to financial constraints, a
shortage of capacity, lack of experience, and other factors. Some restrictions that are
imposed by National government through legislations, bureaucracy and red tape
affects service delivery. Therefore, it is critical that the National government identify
burdensome legislations that hinders effective service delivery. In order to reduce
service delivery protests, expectations of the residents should be managed properly
by municipalities so that they can remain satisfied.

Chapter Three focuses on the impact of budgeting and financial management on

service delivery in South African municipalities.
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CHAPTER THREE: LITERATURE REVIEW

3.1 INTRODUCTION

The focus of this chapter is on budget management and financial management in the
local government sphere. The importance of financial management can never be
overemphasized in an organisation and this is particularly the case for municipalities.
Careful management of financial resources by municipalities is a priority for
management and employees. The main aim of this chapter is to review and discuss
literature in the areas of budget management and financial management under the
following headings: the importance of budgeting in an organisation; budgeting in the
international perspective; the budgeting process in municipalities in South Africa; types
of budgets used in municipalities; responsiveness of the budget; credibility of the
budget; sustainability of the budget; financial management

3.2 THE IMPORTANCE OF BUDGETING

In general, proper budgeting is required for organisations to be completely successful
and productive. A budget must be utilized as both a planning and controlling tool in

order to help to improve and grow production.

In the local government sphere, a budget is considered to be a policy document that
shows how funds are allocated in order to achieve goals for a specific financial year
and to ensure that directorates are working towards achieving goals that have been
established by the municipality (Zweni et al., 2018: 124). Cheruiyot et al. (2017:216)
refer to budgeting as both a political and a technical process for allocating financial

resources.

Employees who are qualified and skilled must be given the chance to create, execute,
and evaluate budgets. According to CIMA (2004:2), a budget is built on a number of
expectations that might change over time or as immediately as the budget is issued.
Different organisations employ a variety of budgeting frameworks. Accordingly, Figure
3.1 depicts a budget model that an organisation may use to develop, implement, and

evaluate budgets.

As presented in Figure 3.1 an organisation should initially concentrate on identifying

and establishing organisational goals, as well as developing clear mission and vision
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statements. After defining needs and goals, the budget must be matched with these
priorities and goals. Resources must also be matched to fulfil the organisation's goals

and objectives.

Define organisational
priorities

£

Review and assess

Develop divisional
departmental planning
sUmmaries

Allocate resources and
implement programmes

Review revise and
communicate

Figure 3. 1: Budget Model

(Source: Cheruiyot et al., 2017)

Once the planning phase is completed, it must be evaluated on a regular basis by an
advisory committee inside the organisation. The advisory committee, consisting of
senior management of the organisation, should look at the key priorities of the
organisation. As such, throughout the execution phase, monetary and non-financial
resources must be matched to meet the organisation's goals such that the plan of
action may be carried out. The funds must be included in annual operational budgets.
Following the implementation of the budget, it must be examined to address the

following questions:

e How far have aims and objectives been attained?

e What are the reactions of consumers or citizens?
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e How will the plans, aims, and targets for the coming year be executed and
evaluated?

Budgeting was described in the preceding chapter as an instrument which serves as

a comprehensive strategy for guiding the scope of an organisation’s work. Ambe et al.

(2008:231) suggest the essential criteria for budget preparation within an organisation:

Table 3. 1: Criteria for preparing budgets

Planning To aid with yearly operations planning.
Coordinating  To organize the operations of the organisation's different
departments.
Communication To share strategies with the different department’'s
supervisors.
Motivation Motivating employees and managers to accomplish the
organisation's goals.
Control Controlling all the organisation's activities.
Evaluation To analyse the effectiveness of management and
employees.

(Source: Author, based on Ambe et al., 2008:231)

Malgwi and Unegbu (2012:2) state that governments rely on budgets because these
provide a framework for their activities. For a budget to be effective it must be reviewed
continuously by employees at different levels, from lower to top management.
According to Silva and Jayamaha (2012:354), in an organisation, there are four
possible reasons for budgetary control:

e Planning for Operational activities.

e Evaluating organisational performance.

e As a communication tool.

e As a strategy development tool.
Budgeting allows senior management to shift their focus away from short—term
objectives and the day-to—day operations of the organisation and toward the long—
term. Budgeting serves several major functions, including planning perspective,
allocating resources, and profitability review to ensure that the organisation

accomplishes its objectives.

A budgeting process encourages all levels of management to consider why an

organisation exists, where the organisation is headed, and how the organisation's
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goals will be met. Budgeting, it can be concluded, is one of the instruments that
encourages and leads employees to accomplish their goals, as well as holding them
responsible for carrying out their tasks. Tanase (2013:2) asserts that a budget has an
impact on employees' attitudes about budgets and the budget process. In his view,
employees will be less engaged and satisfied at work when they are not given an
opportunity to partake in the budgetary process (Tanase, 2013:5).

Every organisation creates budgets that are then executed by personnel. As a result,
it is critical that employee involvement be a part of the process. Thus, management
must recruit talented and knowledgeable individuals in order for an organisation to
function properly. Budgeting has an impact on employees' attitudes about the whole
budgeting process. (Tanase, 2013:2).

Municipalities must prepare budgets that are credible and realistic in terms of the
Municipal Finance Management Act (Molobela, 2016:263). The budget should not be
regarded as perfect or without flaws, that it does not place managers in financial
jeopardy but rather holds them accountable for keeping the organisation on track to
meet its strategic goals, and that the budget should not be regarded as an end in itself
but rather as a means to an end (Carreras et al., 2011:6).

Figure 3.2 below depicts in a step-by-step process how information from steps 1 to 4
is utilized to design, manage, and control budgets. It is evident from figure 3.2, that the
budgeting process begins with the strategic phase, where strategic objectives and
performance indicators are clearly delineated. The strategic phase is mostly done by
management during the planning phase of the budget process. Budget formulation,
execution, monitoring are stages to be followed to complete the budgeting system

process.

The budget process demonstrates how various units are interconnected in their

operations, allowing for the creation of bridges between organisational boundaries.
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Figure 3. 2: Budget management system

(Source: Author)

Strategic (phase), most organisations use the term "planning". It involves tasks like as

planning, performance monitoring, and programme planning, and it has been shown

to be quite beneficial (Fairhilm, 2009:1). An organisation can have numerous

strategies such as or including how to retain customers, how to improve operations,

and employee retention strategy (Blumentritt, 2006:74).

It is important that a budget is reviewed by an organisation on both a quarterly and an

annual basis. Figure 3.3 below summarises the budget review procedure in South

African Public sector.
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(Source: Zweni, 2017)

Figure 3.3 demonstrates that budget review procedure starts from the lowest level of
management and progresses to the highest level of management, where budgets are
merged into the main budget. Execution of public sector strategic plans frequently
begins with determining management's expectations and goals. Thus, the role of each
layer of management is clearly articulated in figure 3.3. The lower level of management
is responsible for budgets at their lower cost centres, where they have some autonomy
to plan, revise, adjust and approve their budgets. As such, middle management

assumes the role of departmental heads, where they plan, revise and approve their
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budgets on the departmental level. Thus, top management plan, revise, adjust and
consolidate the master budgets of the organisation in line with the strategic goals of
the organisation. The manner in which the different layers of management in figure 3.3
interact, indicates that it is imperative for all layers of management to communicate

effectively and timeously, with the goal of combining a realistic master budget.

Consequently, examining the budget allows an organisation to make more informed
decisions and plan for the future. When or if budgets are continually evaluated by
executives, any poor performance may be identified in a timely manner and the
appropriate steps can indeed be taken. There must be some connection between the

plans, choices, and finances.

3.3 INVOLVMENT OF EMPLOYEES IN THE BUDGETING PROCESS

Budgeting allows senior management to shift their focus away from the day—to—day
operations of the municipality and toward the long—term. As stated in the preceding
section, the major aims of budgeting are to achieve organisational goals through
planning direction, resource allocation, and profitability evaluation. The benefits of
budgeting are discussed in Table 3.2.

Table 3. 2: Benefits of budgeting

Budgets Improve communication channels between management and
employees.

Budgets Promote sharing of information

Budgets Sustain allocation of resource

Budgets Obtain information that is trustworthy, truthful, and practical

Budgets Persuade staff to have a good attitude about the organisation and
budgets.

Budgets Motivate employees

Budgets Direct the course of action.

Budgets Increase job satisfaction of employees.

Budgets Clarify tasks.

Budgets Decrease ambiguity

Budgets Increase work engagement.

Budgets Intensify employee responsibility.

Budgets Assist workers in achieving their goals.

Budgets Assist in the development of realistic and achievable goals.

Budgets Improve personal performance.

Budgets Lead to improved performance.

(Source: Tanase, 2014)
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The table shows that the budgeting process pushes executives to consider reasons
about the existence of organisation, where the organisation is headed, as well as how
the organisation's goals can and will be realized. Budgeting, it can be concluded, is
one of the instruments that encourages and leads employees to accomplish their
goals, as well as hold them responsible for carrying out their tasks. Tanase (2013:2)
claims that budgeting has an impact on an employee's perspective regarding the

budgeting process

Employees may be less engaged and satisfied at work if an organisation does not
enable them to participate in the budgetary process. (Tanase, 2013:5). However,
budgeting may be a time-wasting task and may include a number of difficulties,
especially in poorly organised and managed municipalities. Table 3.3 outlines the
potential drawbacks of budgeting in companies that do not enable its workforce to

partake in the budgetary planning process.

Table 3. 3: Disadvantages of budgeting

Throughout the budgetary process, communication between
management and staff may be challenging to accomplish.
Budgeting may be time demanding, which necessitates
determination.
It might be challenging to get staff to interact, participate, and share
information throughout the budgeting process.

There is too much bureaucracy

It has the potential to be coercive.

Management and staff may not be open to new ideas.
Involvement must occur at the highest level of the organisation,
which in some instances may be challenging to do.
Workers may influence budgets and resource allocation throughout
the budgetary process for their personal gain.
To minimize employee dissatisfaction, managers must explain why
they have no control over the final budget.
In some situations, workers may lack the required and sufficient
knowledge and information to legitimize their participation.

Employees may regard involvement in the budget process as a
burdensome task.

Subordinates may be stressed when their accountability grow.
The formulation of a budget incurs huge expenses.

Trust is essential for efficient budgeting.
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Despite the possible disadvantages of involving employees at a range of levels in the
budgeting process, the advantages, particularly in terms of employee motivation and

‘buy-in’, are likely to outweigh the disadvantages if the process is well facilitated.

3.4 BUDGETING: INTERNATIONAL PERSPECTIVE

The literature on budget management, particularly in local government, demonstrates
that people expect their municipalities to perform necessary tasks and keep
municipalities responsible for service delivery and achievement of articulated goals.
To better under how a country functions, it is necessary and important to understand

its budget process, because this process reveals the country’s policy choices.

3.4.1 America

The Government work in political, economic and operational environments, all of which
have an impact on each aspect of budget management (Willoughby: 2008:432). In
relation to governance the American government uses a system which is referred to
as Federalism (Pagano and Hoene, 2018:4). Pagano et al., (2018:4) define
Federalism as an intergovernmental structure in which power and responsibility are
legally divided between a federal or national government and sub - national or state
governments. In this study the researcher will focus on the state government. Figure
3.4 illustrates a budget management framework that is used by some states in

America.
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Figure 3. 4: Government budget management framework

(Source: Willoughby: 2008:433)

Figure 3.4 indicates that the is a link between politics, the state and fiscal or economic
condition of the state government. The state and municipal administrative framework
in which cities reside is an important dimension of their fiscal capability in the United
States (Pagano et al.,, 2018:10). Most Canadian municipalities have adopted a
performance measurement initiate that is driven by Council (Tassonyi, 2002:195). In
Canada the Municipal Act of 2002 requires municipalities to account for their budget
process. As much as budgeting is governed by the constitution, cabinet ministers have
a final say on how much each department will be allocated. Figure 3.5 depicts a list of

legislations that government the budget process in the United States of America.

e The United Stated Constitution of 1789.

e The Anti-Deficiency Act 1905.

e The Budget and Accounting Act 1921.

e The Congressional Budget and Impoundment Control Act 1974.

e The Inspector General Act 1978.
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e The Federal Manager’s Financial Integrity Act 1982.

e The Balanced Budget and Emergency Deficit Control Act 1985.

e The Budget Enforcement Acts, 1990 and 1997.

e The Chief Financial Officers Act 1990.

e The Federal Credit Reform Act 1990.

e The Government Performance and Results Act 1993.

e The Government Management Reform 1994.

e The Federal Financial Management Improvement Act 1996.
The bullets below depict a legislative framework that governs the budget process in
Canada.

e The Constitution Act 1867.
e The Financial Administration Act 1985 as amended (FAA).
e The Auditor General Act 1977 as amended (AGA)
e The Federal-Provincial Fiscal Arrangements Act 1985 as amended.
Budget planning, introduction, and reporting to Parliament are governed by a mixture

of rules, and legislation.

3.4.2 Africa

According to Negatu (2008:1), African policymakers view the process of creating
strong institutions as a top priority, this is done through budgeting as an effective
economics reform. If budget reforms are to be sustainable in Africa, particularly in
Africa Countries with structural challenges, the will to change the structure of central
institutions such as the Ministry of Finance must be accompanied by good financial
management and service provision from sources other than the executive. In countries
such as Uganda and Tanzania, business working groups with non-state actor
representation play an important part in the budget process. In Uganda, reforms in
budget transparency (for example, by rendering budget allocations to local-level
agencies public) are intended to allow municipalities to be accountable to the

residents.

One of the weaknesses of budget management is that, in some African countries
money is spent without authorization from the authorities. Countries in sub- Saharan

Africa use Medium- Term Budget Framework (MTBF) (Allen, Chaponda, Fisher and
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Ray, 2017:4). The purpose of the MTBF which is the synonym of MTEF is to plan for
income/revenue and expenditure of a government department or a municipality Allen
et al., 2017:5). In Nigeria planning and budgeting are done jointly as one process and
every budget of the local state is linked to a performance target or indicator (SA’ID,
2010:183).

3.4.3 Europe

Under the European Union (EU), in about nine countries use a model of self-
government, while in about twelve countries decisions are made at municipal and
regional levels, whereas in the remaining seven countries decision making is central,
it is made by the National Government (Papcunova, Hudakova, Stubnova and
Urbanikova, 2020:2).

According to Krenjova and Raudla (2013:18), most municipalities in Europe use
participatory budgeting (PB) framework. PB allows ordinary citizens to participate in
the budget development process, particularly in budget allocation. Some scholars
criticize PB as a framework that allows citizens who are less informed about socio-

economic issues and political issues to make decisions (Krenjova et al., 2013:19).

France has a robust legislative system for the government budget, with a constitution
that gives the executive broad budgetary powers, and Local Government Code giving
power to the executive on the local level. The 2001 Organic Budget Bill is the primary

piece of legislation regulating budgetary procedures in France. 1958 Constitution

e 2001 Organic Budget Law (Lio organique relative aux lois de finances, LOLF),
August

e 1996 Organic Law relating to the Finances of Social Security (Lio organique
relative aux lois de financement de la securite social, LOLFSS) July

e Social Security Code

e 1994-95 Financial Jurisdictions Code (External Audit Law)

e Local Government Code

e 1962 Public Accounting Decree

e 1922 Law on Controlling Expenditure Commitments (OECD, 2004:187)
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In France the Constitution and the two organic statutes are supplemented by a
bureaucratic system of regulations and laws that detail the budget management

process.

In Spain, the 1978 Constitution establishes the basic rules that regulate budget
processes and defines the responsibilities of the main budget players (executive,
legislature, Self-Governing Communities, and Court of Accounts). The government
creates and submits the State budget, which Parliament also reviews, amends, and

approves. The bullets below shows the legislative framework of budgeting in Spain.

e The Constitution 1978 , as amended.
e The General Budgetary Act 47/2003.
e The General Act on Budgetary Stability 18/2001.
e The Organic Act Supplementary to the General Act on Budgetary Stability
5/2001.
e The Organic Act on the Court of Accounts 1982 and the Court of Accounts
(Functioning) Act 1988.
e Standing Orders of the Congress of Deputies and of the Senate.
Spain's budget structure is governed by a complex bureaucratic legislative code that
includes the Constitution, organic rules, general laws, and regulations. In contrast to
other European countries, the United Kingdom lacks a formal constitution to establish
an overarching structure detailing the powers of the assembly, executive, and civil
servants in budget procedures. However, the Unite Kingdom use several statutes such
as Local Government Acts and Finance Act of 1998 to formulate and manage their

budgeting.

In some European countries set yearly budget objectives, revenue, spending (as well
as borrowing limitations), and evaluated them together. European budgets encompass
all government agencies and other organisations that carry out government activities,
so that the budget offers a cohesive image of these operations and is voted on in
parliament as a whole. All resources are channelled to a single pool or fund, where
they will be distributed and spent in accordance with the government's present
priorities. There are structural budget legislations that empowers the government, or
the minister in charge of public finance, to make comprehensive rules and directives.

Table 3.4 shows a multi-stakeholder model used by European countries.
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Table 3. 4: European budget models

Porto Alegre
adapted for Europe

Proximity
participation

Consultation on
public finance

Community partici-
patory budgeting

Multi-stakeholder
participation

Decision-
making
body

Council composed of
citizens” elected
delegates

local admini-
stration

local admini-
stration

a commitlee com-
posed of representa-
tives of LG, NGOs,
state orgamsations

a committee composed
of representatives of
LG, NGOs, state
organisations, private
sector

Partici-
pation

Par

tucipants’ selection methods

Self-selection,

Self-selection;

Random
selection;

Targeted selection;

Targeted selection,

Scope of participat

won

single active citizens

single active
citizens

“ordinary™
citizens

organised citizens

organised citizens
together with private
enterprise

Participation mechanisms

Open meetings at
neighbourhood level,
delegates at town
level

Open meetings at
neighbourhood
and town level

Open meetings or
citizens’ forums
at town level

Different kinds of
meetings at neigh-
bourhood level, dele-
gates at town level

Closed meetings at
town level

Delibe-
ration

Focus of discussion

public investments

micro-local pub-

hic investments or

broad guidelines
of town policy

overall budget or
offer of services

concrete
community
projects

concrete projects
financed by public/
private partnerships

Modes of communication

Develop preferences

Listen as specta-
lors, express
preferences

Listen as specta-
Lors, express
preferences

Express, develop
preferences

Express, develop
preferences

Formality of the process

Projects ranked
according to criteria
of distributive jus-
tice, formalised rules

No ranking of
mvestments or
actions, informal
rules

No ranking of
services, possible
ranking of priori-
ties, rather infor-

mal rules

Projects ranked,
formal rules

Projects ranked,
formal rules

Empower-
ment

Decision-making
power

Consultation

Consultation

Co-governing
partnership

Co-governing
partnership

Control
and moni-
toring

Council composed of
citizens” elected
delegates

local admini-
stration

local admini-
straton

local administration
+ donors

local administration
+ donors

(Source: Krenjova et al., 2013:26)

Table 3.4 above depicts the important role that citizens play in European countries in

relation to budget planning and resource allocation in their respective countries. In

British municipalities uses incremental budget approach (Danziger, 2009:335).

3.5.4 Asia and Pacific Countries

According to SA'ID (2010:20), budgets are also widely used for planning, monitoring,

and performance assessment in India, Malaysia, and Singapore by local authorities.

Treasury Department of Malaysia introduced Modified Budget System in 1990 to

interchange the Program and Performance Budgeting System (PPBS) that was used
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by municipalities since 1969 (Kochik, 2011:38). The Modified Budget System allows
municipal managers to manage budgets independently by setting their own targets

and planning for their own programmes and activities.

According to the World Bank (2018:20) the Malasian government also uses the
Outcome Based budgeting (OBB) approach to effectively implement the PPBS. OBB
reviews and refines policy processes through an interconnected program-activity
system, which establishes organisational linkages to ministry services and events and

continuously aligns them to national goals.

SA’ID (2010:20) found that in Chinese municipalities budgeting and planning are
controlled by management and the is low budget participation from employees,
decision making is centralized. Indonesia has a strongly centralized budgeting system.
South Asian countries such as Sri Lanka, Pakistan, Nepal, Bangladesh and India
continue to use a colonial method of budget and expenditure control. While the Middle

East countries follow the British budgeting methods.

Budgeting initiatives in a few Asian and Pacific countries indicate the need for fiscal
administration to be strengthened (Kolovich, 2018). Determining the appropriate level
of fiscal decentralization within the metropolitan area, figuring out how to coordinate
the work of numerous government agencies, improving the caliber of the local
government staff, and creating a workable resource mobilization strategy are all

necessary to close the funding gap.

Figure 3.5 below illustrates challenges faced by government in managing budgets in

the Pacific.
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- Inadequate reporting of financial
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- Poorly motivated staff

Figure 3. 5: Budget Management Challenges
(Source: Ruthnberg, 2012:2)

It can be seen in figure 3.5 that countries in the Pacific are faced with challenges such
as poor planning, poor financial management and reporting among others. Based on
the research that was done by the World Bank in 2018, certain elements were found
in the budget reforms of about eight countries in Asia. Table 3.5 demonstrates those
elements.
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Table 3. 5: Elements addressed in Asian countries

MALAYSIA INDONESIA THAILAND CAMBODIA VIETNAM MYANMAR LAOPDR PAPUA NEW GUINEA
1. Design quality: pace and coherence of reforms
Mixed approach: Incremental approach: A “big bang” approachto “Best fit" well-designed ~ Classic Flexible approach  First-generation Experimentation
Budget reform buitt ~ Gradual rollout of reform platform approach; adapt  top-down  tointreducing  reforms focused on  and *home grown”
around existing bureaucratic reform to Tight timeines on intenational best practice  reform wholesale reform ~ establishing a hasic ~ solution
budgglmg cubure: central guvt. agencies— perfomance-baced for spegf ic reform imple- Folow good drawmg heav.\\y PFM frammork BN £ endie ando -
Evolutpn fatherthan  completed in Jwaves | geting and GFVIS bt mentation pracice— from {nremauunal mremguunal review legisaton
Pevoltion IFMIS—SPAN based on  more gradal and Some policies ntoduced  taring with  4PETENCe rather - experience s implementation of
Public Sector Reform:  international good experimental with fiscal  after result achieved laws and Fhan beg exampes IFMS, changes to
Sought “big results — practice with some decentralization policy; pilating; mrerr?anonal procurement, and
fast" while adoptinga  modifications to fit local and scale up & practices human resource
pragmatic approach to  context results management
implementation such as materialized or innavation
short-term initiatives/ abandoned as
quick wins pilot failed
2. Leadership and political support: consensus leadership and communication practices
Strong leadership; clear  Strong leadership Strong leadership support  High level support for overall Strang Strong leadership  Political commitment  High-level support
national development  support (post-Asian  (post-Asian Financial PFM reform; strong leadership during transition  largely personali- and trusted
planand key resul  Financial Crisls) Crisls) ownership support for " Srong PRM sectr ty-driven; fluctuating  leadership for
e Multiple communication Communication was PP reformin working group for evels ofsupport refom
Reqular communication - channels inadequate, revigorated with the CD“F“[ F’f Development  Champion led
with relevant FMIS post Doi i partners cammunication to
organizations refom help facilitate reform
3, Implementation capabllity: "Design Adaptation” and “Experimentation and Real-Time Adjustment”
Highadaptablityas  Bestfitbulltinwith ~ Combined "best Na specific up-front Gradualist, Incremental Classle case of Adaptation of best
innvation and feedhack after 2 years ~ practices” from other ~ decisiononwhatkindof  piloting and  approach putting ~ adopting international  practice through
experimentation implementation for Civil - countries change shall be made; expansionas  In place reforms  best practice without  experimentation,
dllowed tpgrticular\y Service Reform Clasic top down eform, Incremeqta\ and gracual, yet results where pos;ible full consideration of ~ Gradual apprpach 1o
under pubhlc VI e oo Stong  rapidly scaled up, and substanF|ve; whole }ystlem emerged and acliaptmg and local context decer\wtraﬁzauon,
transformation) o . . focus with clear objectives : adjusting _— resulting in
opendiscussionand  Inadequate time for Gradualism , Space for significant ‘

Clear timeline plan agreement onwhal  experimentation and under eah platforn plus adequate tlmeframe ind gxperimentation fragmentaton
monitored by delivery  change i¢ needed adjustment In the case of  Implicit authorized support ‘“”79'“'“’ ST imiteg between and acros

. . realities on the levels of govern-
unit Lack o space or PBB and GFMIS enviranment allowed generated p

. . ‘ | groun ment

[nnovation; creativity,  building flexibllity and  Decentralization reforms Fxpenmemayon [nlwnrk, satidactory
@xperimentation little time for experi- ~ more bottom up, gradual Implemﬂnlatlon adusted - resus
dllowed mentation Glerim

(Source: World Bank, 2018:7)

In some of these Asian countries mentioned in Table 3.5 they have problems of

political instability. In some circumstances, the amount of input from political figures

seem to overshadow the bureaucracy's ability to deliver budget reforms in those

countries. Facing various leadership changes at the top of the Ministry of Finance in

Indonesia, a strong pro-reform message was promulgated, largely driven by regime

change politics. The bullets below illustrate the legislative framework of budgeting in

Japan.
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e The Constitution 1946, as amended.
e The Public Finance Act 1947, as amended.
e The Diet Act 1947, as amended.
e The Public Accounts Act 1947, as amended.
e The Board of Audit Act 1947, as amended.
e The Local Autonomy Act 1947, as amended; the Local Finance Act 1948, as
amended; the Local Tax Act 1950, as amended; the Local Allocation Transfer
Act 1950, as amended; and various Transfer Tax Acts (including the Local
Road Transfer Act 1955, as amended)
Based on the above, the foundations of the legislative system that governs
expenditure processes are the Constitution and the Public Finance Act of 1947. In
most countries the Public Finance Act primarily governs budget laws which are not
provided for in the Constitution.

3.5 BUDGETING IN SOUTH AFRICAN MUNICIPALITIES

While municipal budgets and the budgets of service or commercial organisations have
similar characteristics, there is one major difference: the former are intended to be a
tool of municipal control rather than a source of profit. According to Olurankinse
(2012:146), in municipalities the budgeting is too much bureaucratic, decisions are
centralized to top management and lower level and employees have limited
contribution say in the budget. A municipal budget serves as a reflection for collective
public interest and needs (Deng and Peng, 2011:76). Budgeting is a legal control tool
that governs spending in municipalities, by indicating the financial resources that are
voted for by council and allocated to each budget item as per economic classification.

The World Bank introduced MTEF into African countries as a liberal project in 1996-
1997 (Gollwitzer, 2010:5). The South African Government, through its Treasury
Department, implemented the MTEF in the 1998/1999 financial year (Pearson, Pillay
and Chipkin, 2016:16). Municipalities in South Africa plan their budgets by utilizing the
MTEF budgetary procedure. The MTEF is a critical instrument for assisting and
improving budget planning in municipalities by bringing resources, policy issues and

municipal programmes together.
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The MTEF is intended to advance resource allocation, effective use of municipal
funds, responsiveness and credibility of municipal budgets (Le Houerou and Taliercio,
2002:4). After the implementation of the MTEF, municipalities have to come up with a
process that will link planning and budgeting in order to link the budget preparation
stages and the MTEF. Figure 3.6 illustrates how MTEF, IDP and SDBIP link.

STEP PROCESS

1 Planning Schedule of key deadlines, establish consultation forums, review previous
processes

2 Stategising Review IDP, set service delivery objectivesfor next 3 years, consult on tariffs,
indigent, credit control, free basic services, etc. Consider local provincial and
nationalissues, previous years performance and current economic and
demographic trends.

3 Preparing  Prepare budget, revenue and expenditure projections, draft budget policies,
consult and consider local, provincial and national priorities.

4 Tabling Table draft budget, IDP and budget related policies before council, consult
and consider formal local, provincialand nationalinputs or responses

5 Approving  Council approves budget and related policies

6  Finalising  Publish and approve SDBIP and annual performance agreements and
indicators

Figure 3. 6: MTEF, IDP and SDBIP
(Source: National Treasury, nd)

The Integration of the MTEF multi-year budget plan, IDP and SDBIP aims to assist
municipalities in planning, forecasting realistically, managing performance, and
enhancing operating efficiency. The integration of these different processes clarifies
the roles of different stakeholders within the municipality. The illustration below (Figure

3.7) shows the timelines of the budgeting process in relation to figure 3.6 above.
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Figure 3. 7: Budget Preparation Process Timelines

(Source: National Treasury (Nd)

The timelines presented in Figure 3.7 are discussed below in relation to the Municipal
Finance Management Act of 2003 (MFMA). However, the budget development
process in South African municipalities is guided by the Supreme Law, which is the
Constitution. Thus, section 3.5.1 unpacks the role of the MFMA in the budget
development process and the timelines presented in the figure.

3.5.1 Legislative requirements
Section 16 of the Municipal Finance Management Act of 2003 (MFMA) states that:
e A municipality's council should establish the total budget for the municipality
ahead of the start of each fiscal year.
e To ensure that a municipality complies with paragraph (1), the mayor shall

propose the annual budget at a council meeting at least 90 days before the
fiscal year begins.
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Role of Mayor in terms of Section 21of the MFMA:

e A municipality's mayor is in charge of organizing the processes for writing the
yearly budget, as well as assessing the municipality's integrated development
plan and budget-related legislations.

e The mayor must table before the municipal council a time plan indicating
important dates for the development, tabling, and approval of the annual budget
at least 10 months before the start of the fiscal year.

¢ When developing an annual budget, the mayor of a municipality must take into
account the government's budget, the relevant province budget, and the
national country's fiscal and macroeconomic policies.

Role of Mayor: Non-compliance in terms of Section 27 of MFMA,

e The mayor of a municipality shall notify the MEC for finance in the province, in
writing, of any impending non-compliance by the municipality with any
requirements of this Act or any other legislation related to the tabling or adoption
of an annual budget or obligatory consultation processes.

e When the mayor of a municipality becomes informed of any precise
noncompliance by the municipality with a stipulation of this Chapter, he or she
must notify the council, the Member of the Executive Council for finance in
writing of:

o Such noncompliance;
o and any preventative or corrective measures the municipality intends to

take to prevent a recurrence

Role of Mayor: Budget processes in terms of Section 53 of the MFMA:

The mayor must offer broad political direction for the budgetary process and the goals

that must govern budget development.
The mayor must also in terms of section 53:

e Coordinate the annual modification of the IDP.
e Make all measures necessary to ensure that the municipality approves its

annual budget before the start of the fiscal year.
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Within 28 days of the budget's adoption, approves the municipality's SDBIP.
Must report any delays to the municipal council as soon as possible.

The mayor shall guarantee that the income and spending forecasts on monthly
basis, as well as the service delivery targets and objectives and performance
metrics for each quarter, as outlined in the SDBIP, are released publicly within

14 days of the SDBIP's approval; the same is true for entities.

3.5.2 Budgeting framework

The framework below explains the accountability cycle of local government, budgeting

and monitoring for municipalities, as well as the paperwork that each of these

procedures necessitates. The municipal budgeting process commences nine months

prior to the end of the current financial year (National Treasury). The budget will be

implemented using Service Delivery and Budget Implementation Plan, this process

will continue while municipalities are planning for the following financial year.

Thus, the budgetary framework that is followed in South African municipalities is

depicted in Figure 3.8 below.

mL *5 Year Strategy
| *Spatial transformation
- plan & process
L oS - Annual Plan to

Implement

L onoring & Come

Oversight

ANNUAL
REPORT

Figure 3. 8: Local Government Budgeting and Accountability Cycle

(Source: National Treasury, 2004)
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Municipal budgeting frequently includes five-year development initiatives for local
communities. Some countries use centralized state planning organisations, whilst
others make long plans that last more than 30 years. In principle, each five-year plan
tackles development components such as products and services, commodities,
health, and so on, and this stage pertains to local government. These five-year plans
outline what has to be accomplished and completed over the program's duration.

3.5.2.1 The IDP
The IDP determines the strategy, objectives and service delivery targets for the

municipality. The IDP is a plan (document) that is hoarded by the ruling party, which
is voted into office or by the municipal council during the voting cycle. A democratically
elected municipal government and the mayor develop a five-year strategic plan
outlining strategic policy priorities and strategies for the following five years (National
Treasury, 2004.np). The plan will guide the incoming governing party in a municipality

on budgetary process.

3.5.2.2 Three-year Budget

According to the MFMA “The annual budget for a financial year must be tabled in the
council by the municipal mayor no later than two weeks after the national annual
budget is tabled”. Financial Management within the municipality shall send the
specified schedules to all managers and employees to produce or submit projections
in line with the strategic plans of the municipality when assembling the yearly budgets.
Thus, before the start of the fiscal, the Municipal Manager of the municipality should
present to the appropriate treasury, projections for the year, and detailing what the
municipality intends to spend and collect (Cash Flow) of a department (South Africa,
1999:50).

Budgets are created in accordance with an organisation's strategic objectives and
priorities. All municipalities develop operating strategies in accordance with the IDP.
As such, these plans are linked with the approved budget allocation letters sent to
each business unit of the municipality in order for the operational plans to be carried
out. Operational plans are evaluated for both objective accomplishment and budgetary

performance versus the targets.

3.5.2.3 Monitoring and Council Oversight
e In-Year financial reports

72



A municipality's accounting officer must submit statement of cash flows and in-year
monitoring assessment reports on actual and budgeted spending on a monthly basis.
The previously mentioned reports should be filed in the norms established by the
relevant provincial treasury department (South Africa, 1999:50). Thus, these
reports should be delivered to the relevant treasury and the Minister or Member of the
Executive Council in charge of the municipality within 15 days after the end of every
month (South Africa, 1999:50). If there is a discrepancy as to what was projected and
what was actually spent, the Municipal Manager should explain the problem to the
appropriate treasury and detail the actions that will be taken to avoid future
discrepancies.

e Quarterly Performance Reports (QPR)
QPRs are created and sent to the relevant treasury department. These QPRs provide
information on the department's major aims and objectives as outlined in the APP. The
purpose of the reports is to assess a department's efficiency in financial as well as
non- financial areas. The status of departmental performance against the budget, as
well as specific objectives of both financial and non-financial resources, should be

reported on quarterly basis.

3.5.2.4 Oversight

e Yearly Review Process
The annual report should be reviewed by the national or provincial government's

executive authority. Because the budget is an estimate of future expenditures, it is
critical to perform regular reviews to compare the planned amount to the actuals in
order to determine the level of expenditure. Whereas if resources allocation in the
budget estimates is to be of any intellectual significance, the budget demands must
be reviewed. The review aids in the coordination and assessment required to
maximize the advantages gained from these limited resources. As a result, the budget
review process is defined as the systematic examination of the estimates provided in
budget proposals from various divisions. Thus, based on what is stated above, one

can draw conclusions that:

1. Appropriate resource allocation is aided by adequate planning,
2. Evaluating the plans aids in the final budget assessment, and

3. Plan review aids in final budget review.
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Many units in a government organisation perform budgeting at cost centers, and they
are done at lower levels of management. At the higher level proposals are tabled,
discussed, reviewed, synchronised (coordinated) and approved to ensure that the is
a link between the plans and budgeting. As a consequence, the master budget will be
created, which, if correctly implemented, everyone participating in the budgeting
process should be satisfied.

The two major responsibilities of budgeting are planning and management, which are
achieved by a continuous comparison of estimates ad actuals. As a result, there a
budget review procedure that outlines the process in full should be put in place by
municipalities. It is critical that the procedure be carried out appropriately. Most
business and operational strategies are difficult to implement, thus the budget must

be reviewed quarterly and annually.

Organisations should evaluate budgets using the most relevant and recent data
provided to represent what was planned for, the budget, the actual expenditure on
items, and how much is still left to spend. This technique is used to assess the overall
performance of an organisation. A budget review allows a municipality to make more
informed decisions and plan for the future. When the budgetary process is continually
evaluated by the municipality, any underachievement may be identified in a timely

manner and the appropriate steps can be done.

3.5.2.5 Financial Statements and annual reports

The Accounting officer of a municipality is required under the MFMA to submit financial
reports for each fiscal year in line with generally accepted accounting guidelines and
procedures. The legislation further states that such financials must always be
submitted for auditing to the AG and the relevant treasury within two months of the

fiscal year's conclusion.

At this point, progress against budgeting and strategy plan would be documented,
which will include an audit committee progress report, annual financial statements,
and a summary report on people management and service delivery outcomes. The
Municipal Manager shall provide to the relevant treasury an annual report about the
operations and financial accounts after they have been reviewed by the AG within five
months of the end of the fiscal year (South Africa, 1999:49).
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3.6 TYPES OF MUNICIPAL BUDGETS IN SOUTH AFRICA

South African municipalities are required by law (Constitution) to arrange and organize
their administration and planning processes in order to prioritize the community's basic
needs and promote the community's socio - economic development. These
communities’ needs are achieved by means of accurate budget management by
municipalities. An efficacious budget plan could indeed resolve the issue in terms of
developing a plan that will be considered necessary to minimize future risks in the
future and seize opportunities that the organisation can obtain, whilst also establishing
an effective method of governance and highlighting the gaps between the
organisation's goal and its overall performance. Accordingly, the budget is the most
immediately important mechanism in giving effect to a municipality’s service delivery
strategies. Both capital and operational budgets are allocated per vote within a

municipality.
3.6.1 Capital Budget

A capital budget is an estimate of the capital expenses that will be incurred during the
relevant fiscal year, as well as the financial resources that will be used to fund these
expenses (Fourie & Opperman, 2015:141). Olurankinse (2012:146) further adds that
capital budgeting is an extensive review of capital investments that are typically

undertaken to produce benefits over a period of time.

Capital budgeting is the process of deciding on capital projects which including land
and buildings, as well as the purchase of infrastructure and vehicles. Thus,
municipalities, like any other organisation, budgets for all aspects of the municipality,
including asset acquisition, maintenance, infrastructure, water plants, clinics and
health operations, and a variety of other projects. In South African municipalities,

capital budgets are financed through the following finance options:

e External loans: These loans are from financial institutions and are meant to
finance roads and infrastructure, and water plants.

e Internal loans: These loans come from internal funds such Consolidated Loan
Funds or Capital Development Funds.

e Contributions from revenue: This source of funding come from operating

revenue to finance small capital items.
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e National and Provincial Government grants: This type of funding is granted
to municipalities upon application to National and Provincial government
spheres, for the purposes of water services projects and infrastructure.

e International Donations: These kinds of donations come from global
organisations to finance projects in developing countries.

e Public and Private partnerships: These are agreements between private and
public entities in which the private entity acts on the object normally performed
by the government sector and/or uses government property in accordance with

the terms agreement

3.6.2 Operational Budget

An operating budget will include an estimate of operating revenues that will accrue to
the municipality as well as operating expenses that the municipality will incur during
the fiscal year whereby the budget relates (Fourie et al., 2015:141). The operational
budget is divided into operating expenses and operating revenue, the following items

are budgeted for;

e Salaries and Wages

e Fines

e Property rates

e Service charges and tariffs

e Equitable share (National Treasury, nd)
The municipal operating budget outlines the budget forecasts expenditures and
revenue for the delivery of all community services (Mbulawa, 2019). Some scholars
argue that, an operational budget has to be prepared first because it includes
inescapable costs that cannot be avoided, whereas some costs and items in the

capital projects can be avoided.

3.6.3 Cash Budget

A cash budget is defined as a tool that alerts business owners to possible pitfalls such
as cash shortages as well as opportunities that may arise from cash surpluses
(Amoako et al as cited in Mungal, 2014:16). Budget decision - making is based on the
business's cash inflows and outflows (Abdurahman, Addinall, Chader, Daniels,
English, Green, Shade, 2012; Bruwer, 2014). Departments are provided budgets that

are defined in terms of accrual concepts, and the budget, in particular, sets quantitative
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limits on the expenses that they incur instead of the cash payments that they make
(Robinson, 2009:2). Cash budgeting is the more important assessment of a company's
current situation (Schick, 2007:134).

3.7 FINANCIAL MANAGEMENT IN MUNICIPALITIES

Both internationally and domestically, management of the financial resources
allocated by the government remains the most crucial of all management functions
and needs to be handled with diligence. While the government continues to formulate
policies, it is important for organs of the state to discover the best ways of managing
their business, particularly with regard to finances. In this final section of the chapter
financial management systems in South Africa, other African countries and other parts
of the world are discussed. However, before discussing financial management in
municipalities, it is imperative to discuss pillars of financial management in the public

sector. Figure 3.9 below illustrates how these pillars are interlinked in government.

Budgeting

- Public
Auditing financial Accounting
management

Financial
reporting

Figure 3. 9: Pillars of financial management

(Source: Venkateswaran: 2017)
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As such, figure 3.9 will be briefly unpacked as follows:

Budgeting: Budgeting is the way of distributing limited resources to meet
unlimited demands of the citizens particularly the poor over a period of time
which is usually twelve months or more, where government activities are
allocated financial resources (Petroia, 2017). According to Williams et al,
(2019), budgeting is critical in government planning, control, and evaluation of
operations.

Accounting: Accounting provide internal and external stakeholders with
information about the organisation’s financial resources, and the efficiency with
which these resources are utilized (Kaya et al., 2019). Accounting records
within a local government provide relevant data on accounts of rate payers,
salaries, and paying contractors for goods and services (Novas et al., 2017).
Financial Reporting: A wide range of stakeholders benefit from financial
reporting because it provides a consolidated set of financial data (Weygandt et
al., 2018). Chychyla et al. (2019) adds that financial reports are a method of
communicating with the stakeholders about the financial activities of an
organisation. Financial reporting in South African municipalities is regulated by
the Municipal Finance Management, with the aim of modernizing financial
management practices.

Auditing: Auditing aims to guarantee that funds are not subject to theft, waste,
or misuse, as well as reporting errors. Auditing in the public sector also helps
government departments and municipalities to operates in accordance with the

applicable legislation(s) (Ngoepe et al., 2016).

In light of the above the concept of financial management will be discussed from both

the international perspective and South African perspective.

3.7.1 The concept of financial management

Kilonzo et al. (2015:66) define financial management as the mobilization and utilization

of funds to finance the assets and activities of an organisation so that its goals and

objectives are achieved. Jayashree et al. (2016:1201) add that financial management

involves the planning, leading, organising and controlling of financial resources of an

organisation. Financial management involves planning for the future of a firm or
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organisation (e.g. a municipality) in order to maintain positive cash flow (Cheruiyot et
al., 2017:213).

According to Visser and Erasmus, cited by Nyamita (2015:26), financial management
functions include but are not limited to budgeting, expenditure and revenue
management, accountability, auditing, cash flow management and financial reporting.
(Wakiriba, Ngahu & Wagoki, 2014:109) assert that, for a non-profit organisation to be
financially sustainable, financial management practices should enhance
accountability, transparency, accuracy, and efficiency so that an organisation can

accomplish its aims and objectives.

Pimpong (2017:61) argues that effective financial management prevents misuse of
financial resources, particularly in public organisations. According to Molobela
(2016:263), effective financial management leads to optimal utilization of financial
resources, thus leading to financial performance. Cheruiyot et al. (2017:212) affirm
that financial management practices in the public service, particularly in local
government are aimed at avoiding wasteful and fruitless expenditure, fraud and

corruption, irregular expenditure, and unauthorized expenditure.

3.7.2 Financial management: international perspective

Many developed countries have reorganized financial management, particularly public
finance management to promote result-oriented management and an accrual-based
management accounting system (Nyamita, Dorasamy & Garbharran, 2015:25).
Municipalities in Russia involve management in financial management practices in
order to set the strategic direction necessary for achieving the goals and objectives of
the municipality (Khominich, Rybyantseva, Borodacheva, Dik, & Afanasev, 2016:97).

Countries such as Indonesia have also taken the initiative to reform their financial
management in the public sector by introducing cash to accrual accounting in order to
improve financial reporting (Mir et al., 2013:97). Mir et al. (2013:98) further argue that
financial management reforms are successful in Indonesia because the state has
focused on its own policies and domestic conditions instead of adopting foreign

financial management systems and policies.

In the United States of America, the federal government follows financial accounting

standards that were established by the Governmental Accounting Standards Board in
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order to improve government accounting and financial reporting standards for both
state and local governments (Kioko, Marlowe, Matkina, Moody, Smith & Zhao,
2011:116). The United States of America has undergone a succession of financial
management reforms since the mid-1980s, with the objectives of improving efficiency
and effectiveness of federal and state governments and of local municipalities whilst
maintaining a focus on improving financial accountability (Nyitama et al., 2015:29).

According to Cheruiyot et al. (2017:213), in Kenya, public finance is guided by the

following principles:

e Openness and accountability

e The citizens should participate in financial matters

e Public finance should promote an equitable society

e The tax burden should be shared fairly

e Revenue must be shared equally among different government spheres
e Expenditure should stimulate unbiased development of the country

e Financial reporting should be done on time and it should be clear

e Financial managers should be responsible and accountable

3.7.3 Financial management: A South African perspective

According to Mbulawa (2019:2), unlike the other two spheres of government, local
government is the only one which garners its own revenue to fund its obligation. Good
financial management as a function of a municipality is comprehensive and complex
(Laubscher, 2016:63). According to Dzomira (2015:26), in South Africa, the
requirements of the constitution and of the PFMA and the, MFM Act should be taken
into consideration by government departments, public institutions, and municipalities
when it comes to managing financial resources. Despite the fact that the government
of the Republic South African has put statutes and policies in place, in many instances

finances are being mismanaged (Zonke, 2016:9).

Financial management reforms in South African municipalities have had disappointing
outcomes due to poor management of budgets, irregular and unauthorised
expenditure and poor cash management (Du Plessis, 2016:2). According to the AG in

his annual report, financial management continues to worsen in South African
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municipalities due to lack accountability. Lack of accountability by municipal managers
has led to tremendous turmoil in municipalities (Sultan, 2014:51).

One factor that hinders effective financial management in municipalities is the turnover
rate of accounting officers (Tsheletsane, 2014:47). A high turnover rate of municipal
managers affects financial management, accountability and good governance in
municipalities. Governance is the management of an organisation, thus effective

governance is important in managing the financial resources of an organisation.

The AG of South African has stated that governance is a fundamental issue that leads
to poor or good performance of municipalities. With that being said, according to
Laubscher (2016), municipalities continue to take governance lightly. Even when
municipalities receive qualified audits from the AG, there are no formal requirements
that exist for municipalities to report on how they would implement the
recommendations of the AG, thus this matter negatively affects good financial

management (Laubscher, 2016:66).

One of the issues negatively influencing financial management in the local government
sphere is lack of revenue management systems in municipalities. Malobela (2016:245)
defines Revenue Management (RM) as a process of collecting monies from
customers. For Molobela revenue management challenges in municipalities are
caused by:
e Weak municipal governance and leadership which affects fiscal discipline and
leads to mismanagement
e Political/ administrative instability
e Ineffective implementation of financial management principles in terms of
budgeting; low collection levels; inadequate internal and risk management
controls
e Misalignment of legislation.
e A culture of non-payment on the part of residents of a municipality (National

Treasury,2018:np)

The process of revenue production in municipalities necessitates comprehensive
changes in the administration of municipal financial management systems, such as

effective revenue management, regular revenue collection, and the enforcement of
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revenue-related rules (Rakabe, 2011:133). Figure 3.9 below outlines the reporting

process of government departments and municipalities.

MONTHLY QUARTERLY ANNUALLY

Accounting Officer | ~*{ Minister ! Minister Treasury
Operational Plan | »{ Relevant Treasury | | Relevant Treasury Auditor General

' ' w

—» Published Published Legislature

A

Inputs
Published
Outputs i

Figure 3. 10: Reporting requires of the PFMA and MFMA

(Source: Folscher & Cole, 2006:23)

The purpose of the framework represented in Figure 3.13 is to afford appropriate

oversight of financial management of the government so that managers are always

held accountable (Folscher et al.,

2006:23). Financial

reports are valuable

management tools for accounting in municipalities (Sibanda, 2017: 314). Effective

municipal financial performance requires effective financial management and control

systems that will lead to the overall municipal performance (Sibanda, 2017: 315).

Figure 3.10 below depicts the municipal performance management process.
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Figure 3.10 indicates that all departments in a municipality should contribute towards
and overall performance of the municipality. Managers and ordinary employees in a
municipality should demonstrate that they understand all the stages and elements on
the performance management process. According to Dweba (2017:434), performance
management should be introduced very carefully to address existing and emerging
challenges in municipalities, and that there should be commitment on the part of

municipal leadership to implement and oversee performance management. All

Figure 3. 9: Municipal performance management process

(Source: Dweba, 2017: 434)
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municipal employees should adjust and accept a culture of municipal performance
management.

The National Treasury's MFMA Circular 64 (RSA 2012b) establishes the fiscal
structure for local governments, which is essential for a financially sound municipality.
Circular 64 aims to foster financial health in municipalities. Figure 3.11 below shows

stages of financial health in municipalities.

Healthy#&

Fiscal healthy

Distressed
P Time 1
Relaxed >> Chru:unin:>> Acute > Total
Vanity Difficulty im  Indiscriminate Failure to
projects balancing expenditure  approve

budget cuts budget

Figure 3. 10: Stages of financial health
(Source: Mbulawa, 2019:3)

The purpose of figure 3.11 is to assist municipalities on how to improve revenue
collection while reducing inefficiency, expenditure and uncollectible debt (Mbulawa,
2019:3). As financial management worsens, a municipality is likely to get financial
distress, thus affecting service delivery and the approval of a budget. Section 219 of
the Constitution required all spheres of government to have good financial

governance. This can be achieved by introducing General Recognised Accounting
Practices.
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3.8 AUDITS IN SOUTH AFRICAN MUNICIPALITIES

The role of the Auditor General of South Africa in local governments, as in any other
public-sector organization in South Africa, is to audit their financial and other statutory
reports and outputs, thereby increasing public confidence in their management of the
municipality (Matlala and Uwizeyimana, 2020). It suffices to say that the existence of
a strong governance role is critical for monitoring and ensuring proper administration
in municipalities (Motubatse, Ngwakwe and Sebola, 2017:91). Clean administration is
evaluated by the audit process, which is carried out and lead by the Auditor General’'s

office.

The Municipal Finance Management Act compels municipalities to compile financial
statements that are in line with Generally Recognised Accounting Practices (GRAP)
in order to submit them to the AG after two months when the municipal fiscal has
concluded. The Auditor General (AG) audits South African municipalities to report on
their financial performance by evaluating financial statements, budgets, and
compliance with legislation (Motubatse, 2017: 93). The audit outcomes of these

municipalities fall into the following categories:

e Financially unqualified opinion with no findings: These Municipalities produce

financial statements that are free of material misstatements, and comply with
all the applicable legislations.

e Financially unqualified opinion with findings: These municipalities are those

who can produce financial statements free of material errors, but are still
struggling to bring into line performance to strategic objectives.

e Financially qualified opinion with findings: These municipalities do not comply

with legislation, and are unable to generate credible and trustworthy financial
statements.

e Adverse opinion with findings: Financial Statements of the municipalities

reflects misstatements that the AG disagree with including the amounts.

e Disclaimed opinion with findings: These municipalities are unable to provide

substantiation or evidence for the majority of the amounts and disclosures in
the financial statements.
The audit outcomes for municipalities from 2016/17 financial to 2019/20 financial

years are presented in figure 3.12 below.
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Figure 3. 11: Municipal Audit Outcomes from 2016/17 to 2019/20 fiscal years
(Source: Maluleke, 2020)

Based on the figure above, a number of municipalities who had outstating audits has
increased significantly from 2016/17 to 2019/20. This phenomenon indicates non-
compliance of the Municipal Finance Management Act. Overall, the findings of the
audits from 2016/17 to 2019/20 reporting period indicate poor financial, budget,
performance management in some municipalities. Many scholars have indeed pointed
out that the audit challenges faced by municipalities around the world are related to

some of these factors:

e leadership quality;

e financial management;

e Budget management;

e Governance.
A lack of accountability, responsibility, transparency and integrity breeds a persistent
disregard for regulations, resulting in resource mismanagement and a lack of service
delivery in municipalities. Accordingly, the lack of internal controls, combined with a
lack of repercussions for wrong doings and relatively weak oversight, is at the heart
South African municipalities, with rapidly declining accountability. Lack internal
controls weakens governance and financial management in municipalities. Internal

audit effectiveness studies show that an effective internal audit function improves
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governance and is regarded as an important governance mechanism in municipalities.
Therefore, an effective and efficient internal control process as a good governance
tool enables municipalities to achieve clean audits. In most instances, internal factors
contribute to unfavourable audit results in South African municipalities could be
remedied through corrective measures by top management. As such, all the
municipalities have a responsibility to identifying, avoid, and resolve all its financial
issues. According Matlala et al. (2020), in some instances, the Auditor General repeats
findings that were previously reported to indicate that, recommendations and

guidelines that were advanced to municipalities were not implemented at all.

3.9 SUMMARY

Even though budget process varies between the government and industry, the
municipal council, which establishes rules that drive the process, is the most significant
stakeholder in the municipal budgetary process. All stakeholders, notably the residents
served by the municipality, should be consulted on a regular basis. The municipal
council must be trustworthy in the budgetary process and guarantee that public cash
and other resources are used efficiently.

A budget is the tools that aids employees in general on how to plan and utilization of
an organisation's resources. As much as different budgeting techniques have
advantages and problems, no organisation can function without one. The new model
presented in this study intends to guarantee that budgets are easily created, executed,
and evaluated in order to improve service delivery in accordance with the Republic's

constitution.

Budget management personnel ought to be continually taught to handle funds
efficiently. Every organisation, whether corporate and public, ought to have training
programmes in place to constantly improve employee performance. Managers' skills

must be improved, notably in managing an organisation's financial resources.

In the same vein, in the realm of local government, financial management systems are
critical components of good governance, accountability, integrity, efficiency, and
successful service delivery. Senior management, middle management and all staff
members of a municipality need to play a role in planning, implementation and

monitoring financial management systems to ensure their effectiveness.

87



Literature in this chapter has also emphasised the importance of monthly and annual
reporting, and maintaining positive cash flow within an organisation, particularly in a
municipality. Furthermore, literature indicated that leaders on municipalities both
political and administrative layers play a critical role in municipalities obtaining clean
audits. Lastly, the next chapter will discuss the proposed conceptual framework for

this research.
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CHAPTER FOUR: CONCEPTUAL FRAMEWORK

4.1 INTRODUCTION

The proposed conceptual framework has support from previous studies. Conceptual
frameworks help those designing models to better understand the phenomenon that
the models are being designed to address (Cronje, 2010:181). Budget management
is the most important area on which to focus when developing and managing
organisational performance in the municipalities. Resource allocation, mobilization,
effective budgeting, organisational culture and competence are the main factors that
municipal management and employees need to take into account when aiming to
execute organisational plans and attain strategic goals that lead to sound financial
performance. In this chapter the proposed budget management framework together
with hypotheses developed from the model are discussed.

4.2 CONCEPTUAL FRAMEWORK AND HYPHOTHESES DEVELOPMENT

A framework is a collection of assumptions, beliefs, ideas, points of view, and
hypotheses that are used to support and contribute to research (Maxwell, 1996:25).
According to Mihindoum (2014:126), a desirable conceptual framework consists of
what is discovered in literature as well as unpublished information and knowledge held
by specialists and other sources related with the phenomenon under investigation.”
The topic relates to the effect of budget management on service delivery has not been
sufficiently studied in the South African context. Fewer researchers addressed the
impact of budget management on service delivery in the South African context. For
instance, Ndevu and Muller (2017) developed a value-based integrated framework as
a performance measurement instrument for improved service delivery in local
government and it allows management to measure financial, internal processes,
learning and customer results in municipal operations. Furthermore, Masiya et al.
(2019) confirmed that the individual and jurisdictional level of citizen satisfaction model
which argues that people may or may not be satisfied with service delivery based on
personal background, social status values, and circumstances can influence their
satisfaction or dissatisfaction with service delivery. However, there are scant studies

focused on developing a framework to evaluate how budget management could be
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implemented effectively for improving the quality of service delivery in South African
municipalities. This has become a gap in the research field.

In this regard, this study proposed a budget management framework that in consist of
five main elements (budget planning, revenue and expenditure management,
legislative consideration, risk management, and cash flow management) lead to an
effective budget management (see Figure 4.1 below). These five key elements were
categorised as independent variables where the effective budget management as the

dependant variable.
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Figure 4. 1: The proposed budget management framework

(Source: Own Construction)
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The explanation of the relationship between the study’s concepts and the rationale for
the five hypotheses in Figure 4.1 are discussed in this section. The starting point is to
explain and unpack the variables in the conceptual framework. These variables have
been considered to have an important effect on budget management, service delivery
and quality of life and therefore, they have been included in the study as critical
elements of effective budget management. For this research, the following hypotheses

were advanced.

4.3 HYPOTHESIS DEVELOPMENT

4.3.1 Effect of budget planning on budget management

Budgets are management planning and control systems; thus, the effectiveness of
budgeting depends on how it is organized in the municipality. A budget is defined as
a financial plan which summarises, in financial terms (income and expenditure), and
which relates to the planned activities of an organisation for a particular financial year.
There were studies which indicated that budget planning have a significant effect on
the performance of the service delivery (Sulistiyo & Pratiwi, 2021), financial
management (Melnichuk, 2015) and management performance (Maher et al., 2018).
These studies look into the effect of budget planning on service delivery and
performance from different angles. It is obviously that budget planning plays a

significant role for service quality and organisational performance.

Isaac et al. (2015: 2) define budgetary planning as the process of creating a budget
and then using it to manage a company's operations. Budgeting aids in the planning
of various operations by requiring managers to review how circumstances may
transform and what steps should be taken now, as well as by empowering managers
to examine potential issues (Grimm, 2018). Planning also aids in the coordination of
the organisation's activities by level of support to evaluate the connection amongst
their own operations and that of other departments.

Indeed, the budget planning and budgeting process assist municipal managers in
shifting their focus away from the daily operations of the organisation and toward the
long-term service implementation. The major purpose of the budgetary process is to
concentrate on strategy, distribution of resources, and profit appraisal such that
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meeting organisation objectives becomes the main objective of budgeting. In this
regard, the following hypothesis is formulated:

Hi: There is a relationship between budget planning and effective budget

management.

4.3.2 Effect of revenue and expenditure on budget management

4.3.2.1 Revenue Management

Kanyane (2014:97) defines revenue management as a process that is required by
government departments and municipalities to properly plan and fully account for
income that received is by promptly safeguarding it and banking it. Public institutions
such municipalities are not exempted from the above definition. Actual income and
expenditure have to be monitored in relation to the budget, through regular financial
reporting and corrective action has to be taken if actual performance is not in line with
what is stated in the budget (Zweni et al., 2018: 122). Therefore, calculating the
municipality's income and balancing it against the anticipated cost should lead to

effective budget management.

Some constitutionally mandated services are shared between a municipality,
provincial and national government, and these services require huge amounts of
financial resources. Municipalities receive grants from the national government to
finance these non-funded mandates. These grants are called equitable share and
municipal infrastructure grants. The municipal equitable share is the share granted to
a municipality from the taxes collected by the national government whereas the
municipal infrastructure grant is meant to finance the basic infrastructure services of

the municipality.

The fact that municipalities differ in size, social structure and service delivery
requirements and differ in the way they manage their financial resources results in
differences in the way they manage their budgets. No municipality is too small or big
to need a properly managed budget (Tassonyi, 2002:181). Municipal managers should
use budgets to manage and control financial transactions (Tassonyi, 2002:182). These

managers must also provide inputs to the accounting officer and the chief financial
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officer for purposes of preparing budgets. The chief financial officer will then provide
administrative and technical support as delegated by the municipal manager to heads
of departments and responsibility managers to ensure that their inputs and budgets
meet the terms of budget-related prescripts and are aligned to the IDP of the
municipality. The municipal manager must make public the annual and adjustment
budgets so that the community can submit representations before the council
approves the budget. It is crucial that the municipality considers the views of the

community so that service delivery implications can be addressed (Olivier, 2016:49).

According to Rakabe (2010:137), municipalities should have revenue management
systems in place in order to effectively classify, collect, reconcile and record income
which is generated by the municipality from businesses and citizens for services
rendered. Lack of revenue management systems and procedures affects how

municipalities budget for revenue and expenditure (Malobela, 2016:13).

According to Kanyane (2014:97), municipalities depend on a strong revenue base in
order to effectively provide services to the residents. The manner in which accounting
officers and officials manage revenue and expenditure (operating expenditure and
capital expenditure) has a substantial influence on the overall performance of the
municipality. Section 62 (1) of the MFMA, 56 of 2003 requires the accounting section
to manage resources and create systems to manage revenue and expenditure with

diligence so that the municipality can reach its goals and objective.

Because municipalities differ in size, their ability to generate revenue and the amount
of money they spend differs widely. Municipal managers must ensure that all
outstanding monies owed and due to the municipality are collected timeously.
Common challenges faced by municipalities in relation to revenue management are

articulated by the author listed in Table 4.1.
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Table 4. 1: Revenue management challenges

1. Data The reliability of a municipality’s reported data.

2. Revenue Collection Poor government revenue leads to a heavy reliance on
grants.

3. Financial Ineffective financial management.

Management

4. Outstanding debts on Clearance certificates on properties granted in the

properties absence of a formal arrangement to pay outstanding
obligations.

5. Indigent Groups Excessive indigent dependence, unaffordability of
consumer services, and customer refusal to pay.

6. Credit Control Inadequate municipal capacity and reluctance to
impose credit control.

7. Customer Care Functionality of Customer Care Services.

Source: National Treasury (2004)

South African municipalities face several challenges that are well documented when
it comes to management of revenue. Therefore, section 64(1) of the MFMA requires,
the municipal manager to be accountable and responsible for overseeing the
municipality's revenue. Additionally, the accounting officer, which is the municipal
manager needs to act swiftly by ensuring that the municipality has the following
systems in place:

e Reliable revenue collection mechanisms;

e Municipal income is measured on a monthly basis;

e Municipal taxes accounts are compiled on a monthly basis;

e All the money collected by or on behalf of the municipality is deposited into the

municipality's bank account timeously;
e Interest on arrears is charged by the municipality;
e Revenue collected by the municipality should be recorded and reconciled at

least once a week.

Given the socio-economic inequalities in most rural areas in South Africa, there is a
research deficit on low revenue collection and its impact on rural public service
delivery. The South African constitution requires municipalities to collect revenue, thus
municipalities are forced to find other ways to boost their revenue bases. According to
Shava (2020: 399), for municipalities to maintain service provision in cities,

municipalities should develop reliable revenue collection sources. Some municipalities
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are struggling to collect revenue as a result they always submit unrealistic revenue

projections to treasury.

According to the Constitution, Section 152 (1), municipalities have the right to a fair
share of revenue raised by the central government. While, South Africa's national
government offers financial aid (equitable share) to local municipalities, the funds are
insufficient to satisfy the growing demand for basic services particularly in rural areas
(Shava, 2020:398). This portion is allocated to municipalities in order for them to fulfil

their constitutional obligation by delivering social services to their constituents.

As such, revenue management system is a set of coordinated activities that a
municipality should carry out to control its revenue and fulfil its obligations. A
substantial number of municipalities are in financial difficulty, and several of these
municipalities are on the verge of financial meltdown. To address operational
inefficiencies in the municipal environment in South Africa, an integrated approach to

revenue management is required.

One of the statutes that deals with revenue management in South Africa is the Division
of Revenue Act (DORA) which regulates transfers, equitable shares, conditional and
unconditional grants, this act is reviewed annually by National Treasury. The allows
for the equitable distribution of funds among the three branches of government and
promotes transparency in the budget allocation process (National Treasury, 2003).
The decentralization of expenditure responsibilities and revenue prerogatives from
National government to local government is bound to improve accountability,
responsiveness, good governance, and higher efficiency levels of service delivery
because local governments would provide goods and services based on the wants
and needs of their electorates. Local municipalities in South Africa have previously
faced significant service delivery challenges and poor revenue management to finance
services, as such, National Treasury developed a revenue management value chain
to assist municipality. Figure 4.2 below illustrates the revenue management value

chain.
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Figure 4. 2: Revenue management value chain

(Source: National Treasury: nd)

Figure 4.2 shows a variety of interrelated steps and functions within and outside of a
municipality. The most important way to promote fiscal control is for municipalities to
develop their own revenue streams. Thus, credit control management, indigent
management, and debt collection should be management properly in order to improve
financial sustainability. According to Jacobs (2019:87), municipalities who continue to
expend more money than they can collect, will most likely have a deficit on their
budgets.

The credibility of revenue enhancement and management in municipalities is
dependent on two elements, metered service distribution and billing. The municipal
indigent register is an essential aspects of municipal revenue enhancement. The term

"indigent" refers to a family that is unable to provide for essential care due to a variety
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of reasons (Jacobs, 2019:24). Figure 4.3 illustrates an indigent management system

that municipalities should follow.
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Figure 4. 3: indigent management system

(Source: Jacobs, 2019:26)

Figure 4.3 depicts a process that municipalities should follow in managing indigent
groups in their jurisdictions. Municipalities in South Africa depend on a variety of
sources of income, including, though not limited to, property rates, levies and service

charges, unconditional and conditional grants from provincial and national

governments (Molobela, 2016:263).

4.3.2.2 Expenditure Management

The underlying principles of municipal expenditure management are the authorization

and regulation of expenditure according to its purpose in line with the applicable
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provisions of the law. Fourie et al. (2015) define expenditure management as a
process of managing funds in line with what they were intended for. According to
Monkam (2014), the expenditure functions of municipalities vary greatly within and
across categories, Metropolitan municipalities have a greater ability and capacity to
provide a wide range of services, while categories B and C have a limited ability to
provide a few basic services on their own. The Medium- Term- Expenditure
Framework is one of the tools that requires municipalities to indicate expenditure
estimates over a three-year period, and these estimates are submitted to council and
the relevant treasury for approval in order for a municipality to carry-out its activities.
Furthermore, the MFMA gives guidelines on how expenditure should be management
in municipalities. However, despite these frameworks and statutes, municipal officials

still transgress in relation to expenditure.

Generally, in South African municipalities transgressions such as fruitless, Irregular
and unauthorised are of the major challenge municipalities are facing in relation

expenditure management. The definitions of these transgressions are as follows:

e “Irregular expenditure is spending that is not unauthorised and is incurred in
violation of or not in compliance with a provision of any relevant statutes”.

e “Unauthorised expenditure is spending committed by municipalities without
consideration being made for it in the council-approved budget, or spending
that does not satisfy the requirements of a grant”.

e “Fruitless and wasteful expenditure refers to wasteful spending that might
have been prevented if reasonable precautions had been taken. Interest, the
payment of inflated prices, and the cost of litigation that could have been

avoided are examples of such expenses”.

The above mentioned definitions apply to all the shapers of government. The above

mentioned transgressions are discussed below.
Irregular expenditure

Irregular expenditure in respect of a municipal or municipal body is defined by the
MFMA, as an expenditure incurred in contravention of, or not in accordance with, the
requirements of the Act and not condoned in accordance with section 170. While
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South African municipalities uses the MFMA to guarantee the prudent and long-term
management of municipal and other local government financial concerns, it is crucial
that municipalities apply the PFMA to manage finances. Irregular expenditure is an
approved expenditure in breach of any procedural requirements of the PFMA and the
MFEMA.

Any conduct falling within the parameters of irregular expenditure is an act of financial
misconduct, and municipalities need to act through the Municipal Manager of the
municipality. According to the PFMA, sections 81 and 86(1)(a), there are provisions
which constitute financial misconduct, as well as penalties and disciplinary measures
which may be imposed on any person who is in violation of section 38 and other

treasury regulations.

When irregular expenditure is revealed. Such an expense should be with-held in the
expense account and the details should be recorded in the irregular expenditure
register. Such a transgression (irregular expenditure), should be computed prior to
payment, shall be considered as a matter of non-compliance prior to payment, at which
time irregular spending shall be reported be reported (National Treasury, 2004). Thus,
any irregular expenditure would not result from non-compliance corrected prior to any
payment that is made. There are different categories or types of irregular expenditure.

These categories are table in Table 4.2 below.

Accounting officers of municipalities, municipal entities, government departments, and
State-owned entities must deal with the categories of irregular mentioned in Table 4.2
with diligence and within the rule of law. The following are examples of irregular
expenditure:

e Purchases exceeding budget;

e Purchasing with competitive bidding;

e Non-compliance with treasury regulations and delegations;

¢ Non-compliance with any applicable legislation.
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Table 4. 2: Types of irregular expenditure

Categories of irregular expenditure

Relevant Authority

Irreqular expenditure incurred as a result of non-
compliance with a Treasury Regulation where prior written
approval was required from a relevant treasury. For
example, a department, trading entity, constitutional
institution or public entity that incurred expenditure related
to a public private partnership without obtaining the prior
written approval of the relevant treasury, as required
by Treasury Regulation 16.4.2.

The National Treasury, in the
case of national departments,

trading  entities,  constitutional
institutions and national  public
enties and the relevant

provincial treasury in the case of
provincial ~ departments  or
provincial public entities.

Irreqular expenditure incurred as a result of non-
compliance with a Treasury Regulation which required
cognisance to be taken of a National Treasury
determination. For example, a department, trading entity,
constitutional institution or public entity procured goods or
services by means of price quotations where the value of

The National Treasury, in cases
of all departments, trading entities,
constitutional  institutions  and
public entities.

(Source: National Treasury, 2014)

Unauthorised expenditure

According to the PFMA and the MFMA, in case of an emergency or other unusual

situation, the mayor may sanction an unforeseeable and inevitable expense for which

no provision has been made in the approved budget. Such expenditures must not

exceed the approved budget in that particular fiscal year, and must be submitted to

council by the mayor, and must be effected and tabled in the adjustment estimates

within 60 days of the expenditure. However, if the unforeseeable and unavoidable

expenditure is not voted for and passed with 60 days, such expenditure will be

recorded and classified and unauthorised expenditure. In the context of municipalities

unauthorized expenditure includes:

e Over expenditure on the approved municipal budget.
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e Over expenditure on the approved departmental budget within a municipal.
e Expenditure that is unrelated to any department of function within a

municipality.
e Money spent for a purpose for which it was not planned.
National Treasury requires municipalities to pay particular attention to cost-cutting
measures and limit spending on non-essential items. These non-essential items are:
e Paying for sports events.
e Paying for alcohol in municipal meetings or events.
e Organizing events in expensive venues.
e Paying for study tours overseas for municipal officials and political office
bearers.
e Luxury cars and houses for political office bearers.
e Luxury IPADS and Cell phones for political office bearers.
e Several employees in the council speakers and mayor’s office.
e Excessive overtime.

e The use of consultants.

When the expenditure is classified as unauthorised, the Municipal Manager of a
municipality shall recover the funds in accordance with section 32(2) of the Municipal
Finance Management Act. If the money is unrecoverable, the Council will write it off in
accordance with National Treasury regulations (NTR). All monies written off in
accordance with NTR must be recorded in the Annual Financial Statements (AFS).

Unauthorized spending made by the accounting officer or any other municipal official,
whether intentionally or negligently, thus the accounting officer's and any other
municipal official can be charged criminally. Thus, expenditure should be maid or
incurred within the bounds of the law by all municipal official in different levels. Fruitless

and wasteful expenditure should be avoided in municipalities.

Fruitless and wasteful expenditure

Fruitless and wasteful expenditure, unauthorized expenditure, and irregular
expenditure are transgressions that should be treated with diligence by municipalities.

Municipalities ought to have systems in place to deal with these transgressions. Upon
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becoming aware of any of these transgressions, the Accounting officer of the
municipality must report such to the Council and the Mayor for investigation,

determination, and decision.

If the transgressor acted negligently or was not authorized to commit such an act, the
Council can dismiss the transgressor and even report such transgression to law
enforcement agencies. However, if the official (Mayor, Accounting Officer, or any
official) acted in the best interest of the municipality and the citizens, therefore, the
municipal council can take a decision not to take any action against the alleged

transgressor.

Financial transgressions or misconduct can be serious or minor depending on the
circumstances and nature of the incident. As such, corrupt practices are considered
financial offenses, which may necessitate the initiation of criminal prosecutions.
Employees should always oversee the Municipality's financial management and take
all necessary precautions to make sure that:

e Resources are utilized effectively, promptly, and reasonably.

e Full and proper records of the financial affairs of the municipality were kept in

accordance with any prescribed norms and standards.
Figure 4.4 below depicts a process to be followed by municipalities when dealing with

fruittess and wasteful expenditure, unauthorized expenditure, and irregular

expenditure.
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Has the matter been referred

to Council for a |

determination and decision?

Has the nature, extent,
grounds and value of the
unauthorized expenditure

been submitted to Council?

Has the incident been
referred to a council
committee for investigation

CO tions?

Has the Accounting Officer PN it hoen csuf)h:hgd
informed Council, the e s
Mayor or the Exc;-uli\‘c Officer or official or public
Committee that a particular Oﬂ.‘“, ek madc
decision will result in an pcrmnllcd e lullu:mgd -
unauthonized expenditure as mc:u:;::zd cxlpt ndmm:
[per section 32(3) of the IS T, -
MFMA? negligent or grossly negligent

' manner?

Are there good grounds shown as to why the expenditure should
be authorized? For example:

e The Mayor, Accounting Officer or official was acting in the
best interests of the municipality and the local community
by making and permitting the unauthonzed expenditure;

e The Mayor, Accounting Officer or official was acting in
good faith when making and permitting the unauthornized
expenditure; and

e The municipality has not suffered any material loss as a

result of the action.
‘ END ’

Figure 4. 4: Process of dealing with municipal expenditure

(Source: National Treasury, nd)

In view of what has been described with regard to Revenue and Expenditure

Management variable, the following hypothesis was developed:

H2. There is arelationship between Revenue and Expenditure Management

and Effective Budget Management.

103



4.3.3 Effect of legislative considerations on budget management

The South African legislative framework that underpins public sector financial
management and budgeting aims to modernize and vast accountability amongst
employees (Munzhedzi, 2016). Sgarbi (2013) defines “legislation as a law or a set of
laws passed by Parliament”. Legislation(s) or statutes emanate from the constitution.
As such, municipalities through the National Treasury are allowed to develop their
financial and budget management policies, however, these policies should be within

the ambit of law.

As indicated above, the constitution is the supreme law that requires municipalities to
manage financial resources with diligence and that promotes accountability in the local
government sphere. There are a number of statutes such as the MFMA that empower
municipalities and provide a legal framework for budget management in municipalities
and municipal entities in South Africa. Since the inception of democracy in South
Africa, the government has enacted legislation and passed statutes that govern
municipal financial management. According to Fourie et al. (2013:131), the importance
of the legislative stance on financial management in municipalities cannot be

overstated.

The MFMA requires budget reform and management to be transparent, make
provision for basic services to the citizens and to give information that is timely and
reliable across municipalities (Hanabe, Taylor & Raga, 2018:168). Most municipalities
focus on compliance when it comes to budget management, instead of service delivery
(Hanabe et al., 2018: 177). Since municipalities deal with funded and non-funded

mandates, they face numerous challenges when it comes to implementing the MFMA.

The MFMA is part of a number of parliamentary acts that focus on robust financial
management, and minimisation of maladministration in municipalities (Imuezerua et
al., 2015:359). The Municipal Finance Management Act gives a clear direction to
municipalities, municipal managers and municipal employees in general on how to
effectively manage financial resources (Reddy, 2016: 2). The table below depicts the
basic principles of the MFMA.
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Table 4. 3: Principles of the MFMA

Financial Governance Promotes rigorous financial governance by clarifying
responsibilities of municipal officials.

Budgeting Promotes effective approach to managing budgets.

Financial Management Modernises financial management.

Consultative Promotes cooperative and consultative governance.

Sustainability Promotes sustainable local government.

(Source: Author, from literature)

Adherence to the above principles should lead to municipalities rendering quality
services and thus to improving the quality of life of residents. The MFMA focuses on
building and promoting financial management capability in municipalities and
municipal entities (Munzhedzi, 2016). Consequently, it is the duty and the
responsibility of the council and of municipal managers and employees to implement
the MFMA (Koma, 2012:53).

According to Imuezerua et al. (2015:366), municipalities should strictly comply with the
MFMA and the approved budget to avoid irregular, fruitless and wasteful expenditure.
The latter can be avoided by budgeting, spending, collecting revenue, managing cash
and paying creditors in line with the requirements of the Act. Other statutes that
governs financial and budget management in South Africa are:

e Public Finance Management Act, 1999 (Act 1 of 1999) (PFMA), and Treasury

Regulations;

e The Municipal Finance Management Act, 2003 (Act 1 of 2003) (MFMA);

e Local Government: Municipal Systems Act, 2000 (Act 32 of 2000);

e Intergovernmental Fiscal Relation Act, 1997 (Act 97 of 1997);

¢ Intergovernmental Relations Framework Act, 2005 (Act 13 of 2005);

e Division of Revenue Act, 2020 (Act 4 of 2020),

Amongst the statutes mentioned above, the MFMA is an Act that regulates budgeting
in municipalities. All the municipal officials from both the political layer led by the Mayor
and the administrative layer led by the Municipal Manager should adhere to the MFMA

at all times in terms of budget management. Section 16, sub-section 2 of MFMA state
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that, the Mayor should table a budget for adoption and approval in council 90 days
before the start of the new financial year.
Thus, considering what has been said above with regards to legislative consideration

variable, the following hypothesis was developed:

HsThere is a relationship between Legislative Consideration and effective
budget management.

4.3.4 Effect of risk management on budget management

Fourie et al. (2015: 456) define risk management is the process where municipal
officials including the accounting would proactively and regularly identify, define
current, emerging and possible financial and operational risks within a municipality.
Risk is one of the challenges that faces organisations and one which may impact
negatively on the activities and operations of an organisation in terms of achieving
objectives (Ridha & Alnaji, 2015:9). Ridha et al. (2015:15) define risk as “an
unexpected and uncertain event that might happen in the future and is
counterproductive to the goals of the organisation”. According to Fadun (2013:225),
economic volatility requires managers to focus and manage risk effectively at all levels
of management. Some benefits of risk management are summarised in Table 4.4

below.

Table 4. 4: Benefits of Risk Management

Risk Management | Saves resources: time, assets, income, property and
personnel.

Risk Management | Protects the reputation of an organisation.

Risk Management | Prevents or reduces legal liabilities.

Risk Management | Increases stability of operations and promotes continuous
improvement.

(Source: Author, from Fadun, 2013)

Financial managers should have a risk management strategy which consists of:
¢ Risk Identification

¢ Risk Assessment and Analysis
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e Risk monitoring
e Risk Management Practices
e Credit Risk Assessment (Nair, Purohit & Choudhary, 2014:551-552)

Ennouri (2013:290) outlines several risks that can affect an organisation and its
environment:
v Financial risk: exposes a company to possible loss due to changes in financial
markets; it can also happen when specific creditors default.
v Legal risk: exposes the company to legal action brought by consumers,
suppliers, shareholders, or personnel.
v Strategic risk: has an impact on company strategy implementation.
v' Operations risk: has an impact on a company's internal ability to manufacture
and deliver goods and services.

Any municipality should be mindful of, and follow, applicable government laws and
regulations, such as those governing environmental protection. Compliance to
government laws and regulations must be controlled and tracked, including the risks
associated with non-compliance and the steps that may be implemented to prevent

non-compliance.

According to Nel (2019:60), different variables affect risk management in the public
sector, including shifts in a dynamic and unpredictable environment, accurate risk
intelligence, and knowledge and skills. In terms of developing risk tolerance and
buying in, local government needs to advocate and support an organisational culture

that will manage risks effectively (Nel, 2019:60).

lacob (2014:63) also proposes the framework for risk management stages presented
in Figure 4.5. The risk management process serves as a framework for the necessary
activities. To manage risk, five fundamental stages are done; these processes are
referred to as the risk management process. The process starts with identifying
threats, analyzes them, prioritizes them, implements a solution, and lastly monitors
them. Each stage in a manual system necessitates a significant amount of paperwork

and management.
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Establish Context

v

Analyse Risks

v

Evaluate Risks

I—' Treat Risks

Figure 4. 5: Risk Management Stages

(Source: IACOB, 2014:63)
According to Figure 4.5, a variety of steps need to be followed in the risk management
process. There are different risks at every step in the process illustrated in Figure 4.2
(Jonathan and Mafini, 2019:119). There is a continuity and overlap of the steps, even
when seen separately. However, this model is a good start for a risk management
framework, based on their unique organisational needs, companies are advised to
further refine this model (Ahmeti and Vladi, 2017: 325).

Risk management is an unavoidable function within a municipality because failure to
manage risks effectively, can lead to financial losses for the municipality (Meyer, 2014:
163). In South Africa, public entities, government departments and municipalities have
developed risk management systems to fulfil the requirements of the Public Finance
Management Act (Meyer, 2014: 165).

According to chapter 4 of King Il report requires organisations, including government

entities and municipalities to apply the following risk management principles:
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Risk management is inseparable from the company’s strategic and business
procedures;

Management is responsible for the implementation of risk management
processes;

Risk management should be practiced by all staff in their day to day activities;
The Board is responsible for the process of risk management;

The Board should approve the company’s chosen risk philosophy;

The Board should adopt a Risk Management Plan;

The Board may delegate the responsibility of risk management to a risk
committee;

Risk assessments should be performed on an ongoing basis;

The Board should approve key risk indicators and tolerance levels;

Risk identification should be directed in the context of the company’s purpose;
The company should ensure that key risks are quantified and are responded to
appropriately;

Internal audit should provide independent assurance on the risk management
process; and

The Board should report on the effectiveness of risk management.”

Risk management in government is linked to quite complex, primarily derived from the

broad range of interests involved, such as conflicting interests and political interests.

Table 4.5 illustrates key challenges of risk management in the government.

Table 4. 5: Challenges of risk management in the government

Goal Objectives that take precedence above all other factors.

Leadership Leadership changes on a regular basis, as well as empty
leadership positions.

Knowledge Leaders who are unfamiliar with risk management and strategy.

Budgets Segregation between operations and programme budgets.

Risk metrics | There are no obvious risk measurements.

Procedural Complex procedural requirements.

requirements

Risk culture Limited risk culture and risk mind-set.

(Source: Ridha et al. 2015)

In the government, the range of stakeholders is greater than that of a company itself.

In fact, we should concede to public institutions that risk management stakeholders

109



are essentially anyone. With this reason, these threats are ambiguous and varied
(Ahmeti et al., 2017: 327). The advent of modern risk management and control has

been demonstrated by a growing body of literature.

There are three components of effective risk management: risk description,
management and monitoring of the impact of risk management steps (Nel, 2019: 62).
These components are demonstrated in figure 4.6. Proper risk control practices
necessitate attentive management, a strong degree of expertise, and awareness
(Dubihlela et al., 2018). T

To effectively manage risks within organisational financial resources are needed to
recruit experts who can deal with risk management effectively and efficiently.
According to Dubihlela et al. (2018), Even the most meticulously operated company
will run into unforeseen problems, thus it is crucial that risks are always managed with

diligence.

Defining
risk

Managing

. _——— Continuous process
risk

Monitoring
risk

Figure 4. 6: Risk management components

(Source: Nel, 2019:62)
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Risk management is a vital activity that companies must undertake if they want to
accomplish their goals and business objectives (Ahmeti et al., 2017: 323). Thus, in
light of what has been outlined above with regard to the risk management variable, the

following hypothesis was developed;

Ha4 There is a relationship between Risk Management and effective budget

management

4.3.5 Effect of cash flow management on budget management.

The movement of money into and out of a municipality's bank account is referred to
as cash flow. Money inflow consists of money which is received from ratepayers
(property rates and tariffs), whereas cash outflows consist of money paid to staff and
service providers (Reutener, 2015:109). When more money flows in to than out of the
bank account of the municipality, the municipality should have a "surplus” of funds
which should enable the municipality to carry out its activities without any obstacles. If
a municipality does not generate cash (cash inflow) this might lead to bankruptcy and
thus the cash inflows and cash outflows determine the solvency of the municipality
(Belobo & Pelser, 2014: 227).

Effective cash flow management is an important municipal function. Ineffective
processes and monitoring of cash flow management systems affect the survival of a
municipality (Belobo et al., 2014:227). Municipalities should have realistic strategies
to manage cash flow in order to achieve sustainability and survival (Myeni, 2018:5). It
is imperative that municipalities prepare realistic cash flow projections before the
beginning of each fiscal year (Aren et al.,2014). The achievement of these projections

must be monitored monthly using monthly cash flow statements or reports.

According to Myeni (2018:43), cash flow management has a huge impact on the
investment and financing decisions of an organisation. It is crucial that cash flow
information be available to managers to enable them to make effective investment and
financing decisions. This information can be found and presented in a form of ratios,
cash budgets, bank statements and financial statements (cash flow statements).
Frank and James (2014:82) suggest that cash flow management be classified into
three different categories, which are:
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e Operating activities
e Investing activities

e Financing activities

Financing activities show how operating and investment activities were financed by
both internal and external sources (Belobo et al., 2014:228). If there is an improvement
in the 'cash generated from operations' per year, the profitability of a municipality will
be increased. This section explains the cash collected from routine activities such as
rates, electricity and water supplies, operating grants and deducts all outflows, such
as wage payments, bulk sales, contractors' payments and all these activities are stated
and recorded in the cash flow statement. The elements of the cash flow statement are

illustrated in figure 4.7.

Cash from operations

Elements of a _
cash flow ' Cash from Investing activities

statement

§ Cash from financing activities

Figure 4. 7: Elements of cash flow statement

(Source: IMFO, 2013:11)
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In a set of financial statements, the cash flow statement depicts the historical
movement of cash during the year. As historical figures go, this is useful to determine
which component of activities contributed to the cash movement; to determine how
much of the cash was generated from operations. Preparation of cash flow statements
in financial statements is viewed by many municipalities as a difficult (IMFO, 2013:11).
It is critical that municipal managers and municipal employees in general understand

the cash flow concept. Figure 4.8 shows the cash flow concept.

Net Cash Flow

\

Positive Cash Flow Negative Cash Flow
(Receipls) (Disbursements)

Variously Variously

Known as Known as

Earnings Liability
Income Expenditure
Value Cost
CashIn Cash Out

Figure 4. 8: Cash Flow Concept

(Source: Aziz, 2013: 68)
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As illustrated in Figure 4.8, positive cash flow is derived from earnings or income, while
negative cash flow is derived from excessive expenditure and liabilities. From a
municipal perspective, positive cash flow is maintained through effective debt
management that leads to effective revenue management, whereas negative cash
flow is because of ineffective credit and expenditure control and leads to ineffective

expenditure management by municipalities.

Thus, considering what has been said above with regards to Cash Flow Management

variable, the following hypothesis was developed:

Hs There is a relationship between cash flow management and effective budget

management.

4.4 SUMMARY

Budget and expenditure management in South African municipalities has been a
matter of concern since 1994 (Imuezerua et al., 2015:366). The effectiveness of
municipal performance depends on how a municipality allocates and manages scarce
resources. These resources are used for implementing, monitoring, and evaluating,

using a budget as a management tool.

South African laws (legislation) are clear on how municipalities and their officials
should manage resources, particularly financial resources. Furthermore, the
legislation emphasises how budgets should be managed and how municipalities

should combat maladministration.

The model suggested in this study attempts to guarantee that budgets are adhered
effectively and implemented properly to enhance service delivery and improve quality
of life. Both dependent and independent variables of the proposed budget
management model, and current approaches to municipal budget management were
discussed in this chapter. Budget management practices from other selected
international countries were explored and discussed looking at the legislative

frameworks and debates from different scholars.

Based on the literature that was reviewed it was found that the Constitution plays a
critical role in the budgeting process in most countries. However, the Constitution is

not the only legal prescript that these countries depend on, there are other statutes
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such as Public Finance Act and Local Government Act to mention a few that these
countries are dependent on to formulate, manage and evaluate their budgets.

The following chapter describes the research methods that were used to collect and

analyse data.
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CHAPTER FIVE: RESEARCH METHODOLOGY

5.1 INTRODUCTION

Suri (2013:83) defines research as a method of establishing new or old facts on the
basis of which new conceptions, ideas, or hypotheses can be created. In some
instances, research entails synthesizing, analysis, or a mix of the two, according to
prior research findings A scientific investigation may result in the discovery of new
facts, the testing of new ideas, the refutation of previously held beliefs, or the
confirmation of previously held beliefs. Empirical research entails the objective and
systematic collecting of data, which is then analyzed and evaluated to perhaps answer
a question or solve a problem. This is what was undertaken in this study.

Some empirical researchers use a combination of the mixed method approaches to
attempt to maximise the possible benefits of each. The two support each other in that
guantitative research focuses on the measurable parts of the research, whereas
gualitative research aids in the identification of problem-focused causative variables,

linkages, or solutions to existing problems.

A quantitative research technique was used for the survey. Quantitative research
aimed at explaining and describing phenomena and correlations. Statistical methods
such as correlations, empirical (descriptive) were used to assist in the establishment
of causal links. The next part contains information on the population, sample, sampling

techniques, sample size, the instrument, data collecting, data editing, and cleaning.

5.2 PURPOSE OF THE STUDY (PROBLEM STATEMENT)

As is evident in the literature reviewed below; there is a serious disjuncture between
the policies that the government has promulgated and the implementation of these
policies needed for effective service delivery in some municipalities in South Africa
(Mathebula, Nkuna & Sebola, 2016:70). The national government, through the
allocation of a budget, provides opportunities and capital for local government to
deliver on the constitutional mandate to provide services to residents of municipalities.
According to Mello (2018:2), South Africa municipalities are not performing at the level

required by law and by residents. Most municipalities lack well-qualified employees,
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particularly leaders who are skilled and competent to manage budgets (Makwetu,
2017:2). According to Schick (2007:116), one of the major difficulties faced by
municipalities when implementing budgeting is determining who should take
responsibility when it comes to utilisation of public funds. Steyn (2014:67) suggests
that there should be increasing leadership involvement in the budgeting process so as
to ensure that the budgeting process effectively addresses the challenges of public
institutions. The purpose of this study is to try to understand budget management
systems and to identify any correctible anomalies in the systems in order to aid in the
provision of municipal services to residents of communities. For this purpose, tools
and procedures have been created for several decades with the aim of improving

financial management, but it in some contexts little improvement is evident.

5.3 OBJECTIVES OF THE STUDY

The primary research goal of this study was to develop a framework for budget
management for local municipalities in South Africa. To achieve this objective, this

study seeks to achieve the following secondary research objectives:

e To identify budgeting challenges encountered by managers in the delivery of
services in the selected municipalities.

e To explore approaches for budget management improvement in municipalities.

e To determine the key measurements for budget management improvement in
municipalities.

e To develop an effective framework for budget management improvement in the

selected municipalities.
5.4 RESEARCH PARADIGM AND RESEARCH DESIGN

The research took a positivist approach as it relied on hypothesis development and
testing. The hypotheses were put forward in proportional or question form about
relations between the phenomena, where the influence of independent variables on
the dependent variable were investigated. A positivist research paradigm is relevant
when a researcher is using quantitative methods to answer research questions,

particularly when using large scale surveys based on close ended questionnaire
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(Rehman & Alharthi, 2016:54). The numerical data generated using this method can
be subjected to descriptive statistical analysis (Rehman et al., 2016:54).

According to Rehman et al., (2016:54). there are significant differences between
research design and research methodology. The set of logical judgments made in
designing a plan or strategy to be followed in the research process is referred to as
research design (Etikan et al., 2016:3). This is distinct from research technique, which
is concerned with how the study will be carried out within the parameters of the
research design. Table 5.1 The table below distinguishes between two complementary

and sometimes frequently used phrases.

Table 5. 1: The distinction between research design and research technique

Research design Research methodology
Master strategic plan Execution strategic plan
Focuses on the path to be taken Focuses on how the path will be walked

The emphasis is on the intended | The focus is on tools for outcomes
outcomes.
Uses the research question as a guide | Tasks-guided and work-package-included

The rationality of study is the focus. Procedures and processes are the focus.
Put more emphasis on the “what should | Put more emphasis on “how should it be
be done?” done?

(Source: Etikan et al., 2016:3)

The blueprint and framework established for data collection, evaluation, and analysis,
coupled with analysis, is referred to as research design (Blumberg, 2008:195). This
logical framework guarantees that the evidence gathered allows the researcher (and
others who use the results) to respond to the challenges being investigated (Devault,
2020)

The plan for operationalising the research design of this research involved, among
several other things, devising and administering a questionnaire and analysis of the
data obtained from the questionnaires. There are two kinds of study designs, which

are depicted in Figure 5.1.
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Figure 5. 1: A Typology of research design types

(Source: Zweni et al., 2017:74)

Congruence is required between the design and the approach selected, as the former
feeds into the latter. The figure above depicts the pathways that the design will take
depending on whether the study is empirical or not. This study is empirical, and hence
required the collection of primary data through the use of a questionnaire as a data

collection tool.

119



5.4.1 Quantitative approach

The focus of quantitative research was to try to clarify and describe phenomena and
relationships. In order to help establish causal connections, statistical approaches
were applied and were correlational and descriptive. This study's quantitative
dimension is focused on the fact that the research aimed to find the relationship
between the independent variable (budget planning; revenue and expenditure
management; risk management; cash flow management; legislation consideration)
and the dependent variable (effective budget management). According to Neuman,
(2011:16), quantitative designs may be descriptive or experimental in nature, where
only correlations between variables are formed by a descriptive analysis and causality
is established by an experiment. The following aspects of the quantitative method have
been defined by Rahman (2017:102):

e It is more highly formalized than the qualitative approach and more clearly
regulated.
e More specifically than the qualitative method, its range is established.
According to Rahman (2017: 102), the quantitative research approach has some
advantages and disadvantages. Table 5.2 below illustrates advantages and

disadvantages of a quantitative research approach.

Table 5. 2: advantages and disadvantages of a quantitative research approach

Advantages Disadvantages

Can be authenticated and reviewed The emphasis on numbers is erroneous.

A straightforward examination Setting up a study model is difficult.

Prestige | can be misleading

Involves large samples Takes snapshots of the phenomenon

Data analyses is less time consuming | It also falls short of determining deeper
underlying notions and assumptions.

It measures variables Overlooks the respondents’ experiences

(Source: Devault (2020:np), Rahman (2017:102)

The purpose of the quantitative research approach is to answer the questions starting

with how many, how much, and to what extent (Rahman, 2017: 105).

Quantitative research's key goal is to measure data and extrapolate findings from a
survey to the whole population of interest (Omoruyi, 2015:91). In this study, the

guantitative approach was used to assess the magnitude of the effect of budget
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planning; cash flow management; revenue and expenditure management; legislative

consideration; and risk management with effective budget management.

5.4.2 Qualitative approach

The qualitative approach assists the researchers to describe characteristics of people
and events devoid of measuring or counting. According to Jamshed (2014:87), the
gualitative research technique is believed to be useful when the researcher or
investigator is studying a new field of study or seeking to discover and hypothesize
important problems. Qualitative studies are centered on individual behavior, beliefs,
and the explanations why people do certain things. Because numbers alone hardly
provide answers to research questions, thus it was necessary to consider the
gualitative approach in order to validate the model that was developed using SEM. To
get the perception’s and beliefs of the participants on budget management in South
African municipalities a number (n=4) of interviews were conducted by the researcher
for information purposed and to validate the budget management model that was

developed using SEM.

Interviews were used to gather qualitative data and there was a desire to communicate
with senior management and managers who are informed about the field of research,
and to also ensure that specific information was collected from the study's main
participants. Since the researcher worked as a budget manager at a provincial
government department in the Western Cape for a 5-year period, this has built up his
knowledge and experiences in how budget management could affect service delivery
within municipalities. Thus, the researcher has a good understanding of budget
management, and he conducted all the interview sessions during the entire research
process. The researcher used and interview guide that had themes and questions that
are in line with the research topic and variables of the proposed budget management

model. Semi-structured and in-depth interviews were used by the researcher.

5.4.3 The mixed methods approach

In research, it is common practice to employ both qualitative and quantitative methods
in order to maximize the value of each in attaining the intended results. The two
complement each other in that quantitative analysis focuses on measurable aspects

of the study, whereas qualitative analysis focuses on qualitative parts of the research.
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While quantitative research assists in the discovery of problem-focused direct causes,
connections, or alternatives to existing phenomena. Thus, the positivist perspective is
frequently connected with the mixed method approach. The use of mixed techniques

allows a researcher to acquire a variety of perspectives on the issue.

5.5 RESEARCH METHODS

5.5.1 Data collection

Data collection involves data collection for the planned research if there are specific
variables to be measured. To prevent subjectivity in the data collecting process, the
collection method is systematic, and it is usually done with a standard instrument - a
guestionnaire or an ordered series of questions. The technique in natural sciences
entails observations, etc., with the use of concordant readings, etc. Whatever
approach is employed, the goal of any research is to provide high-quality, impartial
results. There are three sorts of data gathering procedures that are commonly used in

social sciences and these methods are tabled in Table 5.3.

Table 5. 3: Types of data collection methods

Using pre-determined and structured questions the researcher asks
guestions in person, gives questionnaires to the respondents or
may talk to respondents on the phone as she fills in the responses
on to the questionnaire.

Structured or unstructured but generally one on one and getting
involved in a conversation with the interviewer writing notes,
recording on a dictaphone, or filming the conversation with the
respondents.

Structured interviews with groups of people with the same
characteristics / with variables to be measured. The questions are
standardised and generally have follow-up questions including
discussion on related information that may not have been included
in the structured instrument.

(Source: Author)

Data collection is an important activity in and of itself, and mistakes may occur during
the process. The survey technigue was chosen for this study, and the questionnaires

were individually delivered by the researcher. This was a deliberate choice and aimed
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at reducing the number of “spoilt questionnaires” and at improving the percentage of
guestionnaires returned Much effort was made to prevent wasting questions and
hence wasting resources. This also aided in eliminating erroneous data and increasing

the findings' reliability and validity.

5.5.2 Target population

According to Asiamah, Mensah and Oteng-Abayie (2017:1608), a population is a
group of elements to be measured (objects, persons, etc.) that have similar features.
What comprises a population is determined by what is to be measured, since every
given population must have the same quantifiable qualities (Asiamah et al.,
2017:1608). This study was conducted in three South African municipalities in the
Western Cape, Eastern Cape, and Free State. The population of these municipalities
includes Municipal A has 203 employees, Municipal B has 660 employees, and
Municipal C has 363 employees. The target population of this study (n=300) was made
up of individuals directly involved in budget management such as clerks,
administrative assistant, assistant accountants, accountants and managers working

for these three municipalities.

Western Cape Province, the Free State Province, and from the Eastern Cape
Province. The categories of the respondents from the municipalities were; executive
directors, middle managers, lower level managers, and staff members directly involved

in managing and executing budgets.

5.5.3 Sampling frame, sampling unit and sampling fraction

According to Mafini, 2014:150, sampling is defined as the process of findinOg,
choosing, and isolating a relevant subset of the population of items or persons where
a survey will be undertaken. Specific individuals of the study population were identified
based on their involvement in the budget preparation and monitoring process, and
they were designated as sample units that made up the sampling frame. It was thought
important to mention the number of sample units in order to determine the proper
sampling proportion. To avoid discrimination, all employees from different levels in the
municipality were selected as part of the sample. This includes Administrative
personnel, Accounting Clerks, Lower managers, Middle managers, and Executive

managers and Directors. Thus, all cost centre at lowest levels were identified as part
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of the sample. To gather sample from the population, all the cost centres were targeted
to increase the reliability and validity.

The criteria used by the researcher to draw a correct was that the employees had to
be working in one of the three selected municipalities from a clerical position to
Executive management position, however, the individuals had to be available to
partake in the study and had to do so voluntarily. In essence, apart from senior
management, the lower-level employees directly deal with the daily management of
budgets at their lower cost centres to render service delivery. These employees have
the necessary knowledge with a good understanding of budget management.
Therefore, these employees were selected from the human resource database of
those municipalities as the samples. Figure 5.2 below illustrates a framework for

sample design.

-
—
—
)

Select the
Sample Elements

oo

Figure 5. 2: Framework for Sampling Design

(Source: Mafini, 2014:150)
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5.5.3.1 Sample size

All the targeted population work in one huge municipal building, the size of the sample
was primarily dictated by availability to the sampling units. It was more convenient to
contact as many people as possible, and if necessary, all managers might have been

approached for the research.

Since establishing the usefulness of Structural Equation Modeling (SEM), there are a
variety of viewpoints about the sample sizes that can be used for SEM. Some
researchers believe that the sample size should not be less than 200 unless the
population from which the sample is taken is small itself, whilst others believe that the
sample size should be at least 50. When using SEM sample size plays a huge role,
and sample size should be in the of 200 to 400 (Siddiqui, 2013:286). The sample size
for this study was 261. In this regard, the sample of each municipality is as follows:

Municipality Population Sample
Municipality A 203 43
Municipality B 660 141
Municipality C 363 77
Total 1226 261

Source: Author

5.5.3.2 The sample design

Sampling is critical for study purpose, and it must be applied properly since the
consequences are far-reaching (Roopa & Rani, 2017). Asiamah et al. (2017:1608),
“there are two sorts of sampling methods: probability sampling and non-probability
sampling.” The two most frequent methods of sampling from which many variations

are generated, are presented in Table 5.4.

Table 5. 4: Types of sampling methods

Probability Sampling Non-probability Sampling
Random sampling at its most basic " Inadvertent sampling
Sampling is methodical Samples from quotas
Likelihood related to population size Samples with a specific purpose
sampling.
Random stratified sample Samples chosen at random

Subsampling, as well as multistage Samples for your convenience
sampling
Sampling in groups Snowball samples
Source: (Roopa et al, 2017)
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By employing an impartial approach, probability sampling provides equal odds to the
possibilities (sampling units). This is the unbiased convenience sampling approach,
which is typically used for experimental research projects that want to provide
spectacular unbiased findings. One of the benefits for this approach is that it is cheap
to reach the population. As such, convenience sampling was applied to select the
municipalities from different provinces in South Africa. These three municipalities
located from three different provinces with governed by different parties. This enable
the researcher to obtain more broad perspectives on how budget is managed in

various political environment.

Non-probability sampling is usually linked with bias, however it was chosen and
employed in this situation since more than half of the sample units were available. This
was non-probability random convenience sampling, in which each eligible individual
or sample unit who was available at the time was contacted with the questionnaire.
More than 30% of the sample units were reached during the procedure. This
proportion is significantly greater than the typical 10-20% sample size utilized in most

research initiatives.

5.5.4 The instruments

The quantitative data was collected through a questionnaire (n=261), while the
gualitative data was collected through in-depth interviews (n=4). Content analysis was
used to examine the gqualitative data. Quantitative data was analysed using SPSS
AMOS V24,

5.5.4.1 Questionnaire

According to Roopa and Rani (2017:273), a questionnaire is defined as a research
instrument consisting of a sequence of questions logically arranged to elicit the
necessary information from a responder. A questionnaire is the most frequent way of
obtaining objective primary data. A questionnaire provides for the systematic gathering
of objective data, culminating in data that is reliable and valid and valuable for
research. This instrument is designed for statistical analysis, and the extent of the
value of the data is determined by the instrument's dependability. This approach was

chosen above the other methods commonly used in surveys. An online questionnaire
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was developed using LimeSurvey see figure 5.4 below. Thus, the link from the online

tool was sent to municipal officials via email.

Figure 5.3 below depicts stages of planning and designing a questionnaire.

Initial considerations

Question content, phrasing and response format
Question sequence and layout

Pretest (pilot) and revision

l

Final questionnaire

Figure 5. 3: Stages of planning a questionnaire
(Source: Roopa et al., 2017:273)

The questionnaire is cheaper to construct and administer than some other ways of
obtaining data and should have well-structured and standardized questions so that is
it easy to compare relationships. An online survey called LimeSurvey was used to
collect data. The instrument was administered by the researcher. Before administering
the questionnaires, all leading questions, ambiguous questions, and any form of bias

were removed by the researcher.

The instrument was alienated into two (2) sections: Section A — Biography which was

meant to “qualify” the target respondent and while Section B — comprised of Likert
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scale statements necessitating ranking by the respondents. As previously reported,
261 responses were received.

Figure 5.4 presents the online survey which was used to collect data for this study.

{\{ .
./ LimeSurvey

Critical Evaluation of Service Delivery in Selected South African
municipalities: The Role of Budget Management

Figure 5. 4: LimeSurvey,

(Source: Author)

5.5.4.2 Interviews

An interview is a verbal exchange that is usually held face to face; however, the
telephone can be used; this is when the interviewer is attempting to collect facts based
on the views or thoughts of another person (Jamshed, 2014:87). The study used in-
depth interviews with several managers from different departments in different
municipalities. According to Jamshed (2014:87), In-depth interviews are widely used
as an interviewing format, either with an individual or, in some cases, with a groups or
opinions of another person. The guantitative data was analysed using SPSS AMOS.
For the qualitative approach, the responses of the respondents were transcribed and

then categorized into themes. The transcribed interviews were then analyzed using
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content analysis. The interviews were conducted by the researcher face to face (three

interviews) and one interview online via Micro-Soft Teams.

5.5.5 Data capturing

Data that was collected in this survey using an online questionnaire referred to as Lime
survey which is linked to SPSS AMOS version 26, was transferred and captured to
SPSS AMOS version 26. When a participant completes a survey using LimeSurvey
and submit it successfully, the data is captured automatically on SPSS because
LimeSurvey is linked to SPSS. The qualitative data from the interviews was
transcribed by the researcher according to the responses of the participants and those
responses were grouped into themes. Content analyses then used to analyse the data

from the interviews.

5.5.6 Data editing

Data editing entailed evaluating and modifying the data gathered and recorded on the
online questionnaires. The procedure was carried out manually with the aid of a
computer, with the primary goal of eliminating any obvious mistakes and enhancing
the data quality. The immersive editing system utilized allowed for data quality checks
throughout the editing process, which sped up the process. This reduced the amount

of time required to evaluate and correct any errors.

5.5.7 Data cleaning

Data screening was also used to discover and rectify corrupted, inadequate, incorrect,
or unnecessary parts of the gathered data, including typographical mistakes. Since
the survey was conducted directly by the researcher, most misconceptions were
resolved at the source. As a result, few mistakes were reported because managers

questioned the researcher’s questions that they believed were unclear.

5.6 VALIDITY AND RELIABILITY TESTING

This section of the thesis discusses research validity testing technically and presents
the findings of research instrument validity testing. According to Taber (2017:1273),

validity and reliability are two essential considerations to remember when testing a
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measuring instrument. In this study, the questionnaire was sent to one municipality
and some errors were identified and corrected by the researcher. A validated online
guestionnaire was sent to all the municipalities. The reliability of the instrument was
tested using exploratory factor analysis in AMOS version 20 conducting Structural
Equation Modeling. Furthermore, Cronbach’s alpha was used for testing the
measuring scales used in the research instrument (questionnaire) that was sent to one
municipality before sending it to the other two municipalities. According to Taber
(2017:1273), Cronbach’s alpha is a statistic used by a researcher to test for the
reliability or internal consistency of a scale. Cronbach’s alpha does not work to
determine the reliability of a single item, a researcher must have a series of items. For
alpha to be acceptable it should be 0.70 and above. Figure 5.5 below presents

descriptors of Cronbach’s alpha.

0.0 0.1 0.2 03 04 05 0.6 0.7 0.8 0.9 1.0
excellent I
strong .
good _
reliable -
reasonable ]
robust I
relatively high
slightly low I
moderate -
not satisfactory _
low I

Figure 5. 5: Descriptors of Cronbach’s alpha

(Source: Taber, 2017: 1279)
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In this study Cronbach’s alpha was 0.92 which was strong and acceptable. Thus, it
can be concluded that, Cronbach’s alpha is the most used tool for assessing internal

accuracy is Cronbach's alpha coefficient (Omoruyi, 2015:110).

5.7 DATA ANALYSIS

Data analysis include inspecting, cleansing, and ultimately converting the data into
useful graphs and charts that can help demonstrate the connections between the
variables under investigation. There are several sorts of data analysis approaches
(also known as data modeling), and the current study made use basic Excel software.

This process is illustrated in the Figure 5.6 below.

Data Science Process

Make
Decisions

Visuahze i

HEpOrt

Figure 5. 6: The process of data analysis

(Source: Data science process flowchart)
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Data analysis is a procedure that converts raw material that has been recorded into a
program or a sequence that is then utilized to aid in the conversion of data into
meaningful information. This data is then used to aid in making decisions. The
analyzed data is graphically displayed to facilitate comparisons and understanding of
the relationship between the two or more variables under consideration. According to
Anderson et al, as cited in Laphi (2013:57), data must be analyzed in such a way that
hypotheses and research questions are answered, and the study objectives are met

or exceeded.

SPSS was used to collect and analyze data. SPSS is a user-friendly data analysis
computer system. Just after data has been analyzed, it must be translated into useable
and useful information in simple terms (Jowah, 2015:113). SPSS serves as a tool in
data analysis that aids a researcher by compiling tables for simple reading and
examining the connections between variables (Thiruthanigesan & Thiruchchelvan,

2017:902). Content analyses was used to analyse the data from the interviews.

5.8 DATA VERIFICATION METHODS

Verification is concerned with determining whether a research plan has been fully
understood and followed, and it may necessitate the incorporation of various types of

checking into working practices as indicated below (Thiruthanigesan et al. 2017:902):

e Comparing the research design to the aims.

e The survey instrument in comparison to the knowledge coverage.

e whether interviews were conducted in accordance with the design.
Data verification can be accomplished in four ways: by re-entering the information, by
using a database structure or a data entry form design, or by using throughput
analysis. Following the analysis of the research data, the researcher examined the
results for conformity to established theories in leadership and, more specifically,

project leadership.

5.9 STATISTICAL TECHNIQUES FOR DATA ANALYSES

To analyse the data collected for this study, the researcher used exploratory factor

analyses and structural equation modeling. According to Hair et al. 2017:2, it is difficult
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to analyse SEM with latent variables that represent hypothetical constructs without

considering how those constructs can be measured.

5.9.1 Structural Equation Modeling (SEM)

Structural Equation Modeling is a tool that is used for statistical analysis by social
science researchers (Hair, Hult, Ringle & Sarstedt, 2017:2). SEM is especially useful
in the social sciences, where much, if not the majority, of the main ideas are not
immediately measurable. SEM looks at the structure (model) and the relationships of

the variables or constructs within the structure.

For the purposes of this study SEM was used to look at the relationships between the
independent variables and the dependent variable, to look at which independent
variables have a significant influence on the dependent variable. SEM was also used
for statistical testing. According to Mali-Swelindawo (2016:79), SEM is viewed as a
composite of regression, path analysis, and factor analysis, with a focus on theoretical

structures represented by latent factors.

Researchers can use SEM for analysing mediator and moderator effects (Shadfar &
Malekmohammadi, 2013:582). One of the benefits of SEM is that a researcher can
test the entire model in one analysis (Shadfar et al., 2013:582). For SEM to be
effective, a system called AMOS (Analysis of Moment Structures) has to be used to
analyse data (Hair et al. 2017:2).

According to Kline (2011:11), SEM is generally a technique used with large samples.
The SPSS AMOS program was used for analysing data collected for this research.
When fitting a model, determining if it fits the data at hand is crucial (Gao, Shi, &
Maydeu-Olivares, 2019:1). SEM is a mixture of factor analysis, modelling of paths and
partial least squares (Chen et al.,2014:253). According to (Shadfar et al., 2013:585),
for a researcher to determine whether or not it is appropriate to use SEM, there are
certain fit statistics that need to be tested. These SEM fit statistics are summarised in
Table 5.5.
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Table 5. 5: SEM Fit statistics

Name of the fit index Cut off for a good fit

Root Mean Square Error of | Value closer to 0 not more than 0.08 =

Approximation (RMSEA) Good fit

Normed Fit Index (NFI) NFIl = 0.90

Comparative Fit Index (CFl) Value closer to 1 greater than 0.90=
Good fit

Non-Normed Fit Index (NNFI) NNFI =0.90

Incremental Fit Index (IFI) Value closer to 1= Good fit

Goodness of fit (GFI) Value closer to 1 greater than 0.90=
Good fit

Relative Fit Index (RFI) Value closer to 1= Good fit

(Source: Author’s Construction)

Kline (2011:204) state that, all these indices shown in Table 5.5 are widely available

with default ML estimation.
Root Mean Square Error of Approximation (RMSEA):

According to Hooper, Coughlan, Mullen (2008: 54), RMSEA indicates how well the
model would match the population covariance matrix if parameter estimates were
uncertain but optimally chosen. Due its sensitivity to the number of approximate
parameters in the model, RMSEA is regarded as one of the informative fit indices in
Structural Equation Modeling (Hooper et al., 2008:54). RMSEA VALUES OF < .05 is
a good fit, whereas values between .05 and .08 is an acceptable fit, while values >.10

are not acceptable (Schermelleh-Engel, Moosbrugger & Muller ,2003:36).
Normed-fit index (NFI):

NFI evaluates the experiment by adding the model's chi-square value to the chi-square
null model's. According to Schermelleh-Engel (2003:40), Bentler & Bonnett proposed
the NFI in 1980 to test the model proposed and the null model. This index cannot be
relied upon if the sample size is less than 200 (Hooper et al, 2008: 55). The cut off for

a good fit is shown in Table 5.5.
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Comparative Fit Index (CFI):

Compares the fit of a target model to match an independent, or nil model (Tabachnick
et al., 2007:718). The CFl was developed by Bentler (Klein, 2011:204). According to
Mungule (2015:197) to CFl is the improved version of NFI. The cut off for a good fit is
shown in Table 5.5. The Bentler's CFl is an incremental fit index that calculates the
relative change in the fit of the study's model over that of a baseline model, commonly
the independence model (Klein, 2011:208). Hooper et al. (2008:55) postulate that, this
statistic, like the NFI, presumes that certain latent variables are uncorrelated
(null/independence model) and relates the sample covariance matrix to this null model.
Since the CFl is based on the very same distributional assumptions as the RMSEA,
its values may be inaccurate where these hypotheses are not supported.

Non-Normed Fit Index (NNFI):

This fit index looks at the complexity of the model (Hooper et al. 2008:55). This fit index
is also called the Tucker—Lewis Index (TLI) (Sivo, Fan, Witta & Willse, 2006:273).

Incremental Fit Index (IFI):

Incremental Fit Indices (IFI) are a class of indices that measure the chi-square value
to a baseline model rather than using the chi-square in its raw form (Hooper et al.
2008:55). The null hypothesis for these models is that variables are uncorrelated. The

cut off for a good fit is shown in Table 5.5.
Goodness of fit (GFI):

According to Hooper et al. (2008:54), Jéreskog and Sorbom developed the Goodness-
of-Fit statistic (GFI) as an equivalent to the Chi-Square measure, and it measures the
proportion of variation accounted for by the approximate population covariance. GFlI
is a non-statistical index which measures the overall degree of model fit (Hair et al,
2017:155). The GFI value should be closer to 1 greater than 0.90 (see Table 5.5)

Relative Fit Index (RFI):

Compares a chi-square for the model tested to one from a null model. This statistic is

similar to Incremental fit index. In this statistic, values closer to 1 indicates a good fit.
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5.9.2 Descriptive Statistics

Descriptive statistics are methods that assist to state the features or presence of
sample data (Mafini, 2014:161). With descriptive statistics a researcher is simply
stating what is the data showing. In this study, pie charts and frequency tables were
major descriptive statistics that were used to assess the age, gender, years of work
experience in the municipality, educational background, and current position of the

respondents in the municipality.

5.9.3 Correlation analysis

Correlation is a statistical tool used to determine the strength of the association
between two quantitative variables (Franzese and Luliano, 2019: 706). A significant
correlation indicates that two or more variables are closely connected, whereas a
correlation coefficient indicates that the variables are hardly related. In other words,
correlation analysis it is the process of analysing the intensity of that correlation with

the statistical data available.

The key correlation variable is that a coefficient of -1.0 shows a strong, negative
relationship, and a coefficient of +1.0 shows a great, positive relationship. Correlation
analysis was used in the current study to assess the relationship between budget
planning; revenue and expenditure management; risk management; legislation
consideration; cash flow management; and effective budget management. The results

are presented in chapter six, section 6.3.2 in table 6.23.

5.9.4 Regression analysis

Regression analysis links independent and dependent variables when allowing for
statistical inter-correlation (Mafini, 2014:164). Multiple regression aims to explain a
variable's dependency on one (or more) independent variable; it essentially implies
that perhaps the explanatory variable(s) have a one-way causal influence on the
response variable, irrespective of whether the direction of impact is direct or indirect.
Multiple regression analyses were used in the current analysis to determine the factors
that predicted or explained the greatest proportion of the overall variance in the scores

of the dependent variables.
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5.10 STUDY ETHICS

Parveen and Showkat (2017:np) state that, doing what is morally and legally correct
in science can be referred to as research ethics. The value of ethics in the science
cannot be overstated. At different stages of the research process, researchers must
adhere to certain obligations. Thus, in this study the following ethical elements were
considered:

e Permission from municipalities
The researcher obtained permission letters from the three municipalities for
conducting the research. Thus, permission was obtained from each municipality

before the research was conducted.

e Ethical clearance from the University
Secondly, ethical approval was obtained from the Faculty Ethics Research Committee,
Faculty of Business and Management Sciences, Cape Peninsula University of

Technology.

e Participation
Participation was not compulsory the participants were informed that taking part in the
study was voluntary and their right to pull out of the research at any time was
respected. Participants must not be coerced into taking part in the study if they are not

willing to.

e Confidentiality
Participants’ names and identities were withheld by the researcher and were not
revealed to anybody or to any institution. The participants were encouraged to remain

anonymous.

e Harm
The study did not bring harm to the participants. Participants should be safeguarded
against any kind of injury, whether physical or psychological. According to Roopa et
al., (2017:275), Participants could suffer damage if they are asked to share details that

could jeopardize their lives or shame them.
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e Data
The data which was collected was only used for the purposes of this study not for any
other purpose. As a researcher it is critical for one to be an ethical researcher and one
has a duty for protect the participants and to present correct and accurate results.

5.11 SUMMARY

This chapter has described and discussed the methods used to collect and analyse
data in order to develop a budget management framework for South African
municipalities. The municipalities must protect, respect, promote and fulfil the rights of
the residents. According to Chapter 7 of the Constitution the municipalities have to
provide basic services in a sustainable. Municipalities should find resources to fulfil

those basic rights.

These resources should be managed effectively through budgeting; thus it was
important that a budget management framework be developed to assist municipalities

to manage budgets effectively.

Scientific research has to be conducted based on a particular research paradigm, thus
in this study a quantitative research paradigm was adopted to answer the research
guestions. The target population, sampling, data collection instruments and data
analyses tools were described. The target population for this study was restricted to
staff members working in three selected South African municipalities from three
different provinces (Free State, Easter Cape and Western Cape), with the sample size
comprised of n=261 subjects for the survey, and (n=4) for the interviews. The results

of the study interpreted in the next chapter.
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CHAPTER SIX: DATA ANALYSIS, FINDINGS AND DISCUSSION

6.1 INTRODUCTION

The primary aim of this research was to understand the difficulties experienced by
municipal officials and to develop a framework to guide management and employees
of municipalities in budget management, as there is evidence from a range of studies
and from the national treasury that many municipalities either exhaust their funds
before the end of the fiscal year or have unspent funds, both of which affect service

delivery to residents of a municipality.

In investigating the possible causes of these two kinds of financial circumstance, the
first assumption advanced by the researcher was that the budgeting process is not
entirely understood by municipal employees, particularly those who are in critical
positions within municipalities. Thus, the primary research objective of this study was

to develop a framework for budget management for local municipalities in South Africa.

This chapter provides a detailed discussion of the results of this study. As indicated in
Chapter 5, a questionnaire was administered to 261 municipal employees. The
guestionnaire was divided into 2 sections, Section A — Biography, Section B-
statements to be ranked on a Likert scale. For the purposes of this study, SPSS was
used as a tool for data analysis. Exploratory Factor Analysis and Structural Equation
Modeling (SEM) were performed using AMOS. Reliability and validity were taken into

account in the analysis.

6.2 DEMOGRAPHICAL INFORMATION

The primary aim of the analysis of data from Section A of the questionnaire was to
determine the suitability of the candidates for the work with which they engaged in

dealing with the budget of the cost centre and the execution of budget allocations.
6.2.1 Age group

Question 1: How old are you this year? In essence, this question was used to
determine the average age of the staff involved in budgeting. Although this may not
have much meaning in with reference to ability to budget or handle budgeting

procedures, a relationship between age and the perceived degree of comprehension
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of budgets has been acknowledged. The ages of the respondents are shown in table
6.1 below.

Table 6. 1: Frequency table of the respondents’ age

Age Frequency Percentage
18- 25 years 13 5.0

26- 30 years 44 16.9
31- 40 years 74 28.4
41- 50 years 68 26.1
51- 60 years 40 15.3
61- 66 years 22 8.4
Total 261 100.0

(Source: Author)

Table 6.1 indicates that the highest percentage of respondents at 28.4% (n=74) were
between the ages of 31 and 40 years. About 26.1% (n=68) were between the ages of
41 and 50 years. Approximately 16.9% (n=44) were between the ages of 26 and 30
years, 15% (n=40) between the ages of 51 and 60 years, 8% (n=22) between the ages
of 61and 66 years and 5% (n=13) between the ages of 18 and 25 years. As fewer than
a quarter of those surveyed are between the ages of 18 and 30. The age groups from
31-50 counts 54.5% as the leading groups work in municipalities. Pinto et al. (2014),
human resource management practices based on age have a general impact on how
employees of various ages act in organisations, particularly those who are matured.
Thus, it could be argued that a significant majority should be considered mature adults
with considerable life and work experience for an organisation to succeed. However,
organizations continue to pursue and recruit young people rather than taking
advantage of the expertise of older workers (Teclaw, 2014).

6.2.2 Work position

Question 2: What is your position in the organisation?

Some positions do not have anything to do with either the creation or execution of
budgets (control). Out of 261 participants, only 167 respondents responded to this

guestion. Table 6.2 shows the distribution of their positions in the municipalities.
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Table 6. 2: Frequency table of the positions of the respondents

Position Frequency Percentage
Municipal Manager 3 1.1
Executive Director 19 7.3
Director 21 8.0
Manager 62 23.6
Other 59 23.0
No response to this 97 37.0
guestion
Total 261 100.0

(Source: Author)

Table 6.2 shows that the highest percentage by category of those who responded
23.6% (n= 62) is that of managers. About 23.0% (n=59) of the respondents occupied
other positions such as accountants, engineers, clerks, 8.0% (n=21) were directors,
6.9% (n=19) were executive directors and 1.5% (n=3) of the respondents were
municipal managers. These results indicate the following: (i) that levels of employment
in municipalities that are relevant to budgeting were adequately represented in this
survey: (ii) that 60% of the sample either categorised their employment as ‘other’
(n=59) or did not answer the question (n=97) making it difficult to know whether or not
their work would be included budgeting. As such, this factor has an impact on reducing

sample bias and furthermore influences the validity and dependability of the findings

in relation to fair representation in this study (Smith et al., 2014)

6.2.3 Year of working for municipality

Question 3: How long have you been working for the municipality?

This question aimed to establish respondents’ likely experience in local government,

and perhaps in budgeting. The responses are presented in Table 6.3.

Table 6. 3: Number of years respondents have worked for a municipality

YEARS FREQUENCY PERCENTAGE
0-5YEARS 83 31.8
6 - 10 YEARS 70 26.8
11 -15 YEARS 47 18.0
16 - 20 YEARS 31 11.9
21 - MORE YEARS 30 11.5
TOTAL 261 100.0

(Source: Author)
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As shown in Table 6.3, the largest group of respondents 31.8% (n=83) have been
employed by the municipality for a period of 5 years or less. About 26.8% (n=70) for 6
to 10 years, 18.0% (n=47) for 11 to 15 years, 11.9% (n=31) for 16 to 20 years and
11.5% (n=30) for 21 or more years. This distribution shows that a highest number of
employees (58.6%) in the municipality have ten years’ experience or less and thus,
may lack experience in devising or executing budgets. To ensure that an organization
does not suffer from a lack of experienced staff in the long run, and that budgets are
effectively managed, more experienced employees should be retained (Cloutier et al.,
2015).

6.2.4 Involvement in budget management

Question 4: How long have you been involved in budget management and

implementation of financial management policies?

The number of years spent in engaging with budget formulation, management and
financial management is likely to result in improved competence in these areas,
particularly if there have also been opportunities to participate in training programs.
Figure 6.1 illustrates the number of years the participants have been involved in

implementing budgets and financial management policies.

Number of years involved in budgeting and financial management policies

16-20
years; 19;
l 7%

m(0-5years ®m6-10years = 11-15years 16- 20 years m 21- more years

Figure 6. 1: Years involved in budgeting and financial management policies

142



(Source: Author)

Figure 6.1 shows that the largest category of respondents 39% (n=101) have been
dealing with budgets and financial management policies for five years and less, with
a further 30% (n=78) of the respondents involved in budgeting and financial
management policies for 6 to 10 years, 17% (n=44) for 11 to 15 years and 7% (n=19)
for 16 to 20 years. Only 7% (n=19) of the participants have been involved in
implementation of budgeting and financial management policies for 21 years and
more. It is concerning that the largest category of the respondents (39%) have been
involved in implementation of budgets and financial management policies for less than
5 years. This suggests that a significant percentage of municipal employees have
limited experience regarding implementation of budgets and of financial management
policies. Job involvement assesses how much employees recognize psychologically
with their profession and value their presumed level of performance in terms of self-
worth (Van Antwerpen, 2016).

6.2.5 Education level
Question 5: What is your highest qualification?

This question was aimed at establishing the level of education of the participants in
this research. Addressing the challenges faced by municipal employees requires them
to have both relevant qualifications and sufficient expertise. The responses to this

guestion are presented in Table 6.4.

Table 6. 4: Highest qualifications of the respondents

Level of Education Frequency Percentage
National Diploma 82 314
Bachelors’ Degree 103 39.5
Master’s Degree 55 21.1
Doctorate 3 1.1

Other 18 6.9

Total 261 100

(Source: Authors construction)

The largest category of respondents 39.5% (n=103) has a Bachelors Degree; 31.4%
(n=82) have a National Diploma; 21.1% (n=55) a Masters Degree; and 1.1% (n=3)
have a Doctorate. 6.9% (n=18) of the respondents have other credentials, such as a

matriculation certificate, honours degree or completed short courses. Mafini (2014);
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Pinto et al. (2014) posit that, organisations with appropriately qualified staff perform
much better than those with employees who lack adequate qualifications.

6.3 QUANTITATIVE ANALYSES: SEM

The following section reports on fit statistics on the constructs that were created per
independent variable of the model using the imputed option in IBM SPSS AMOS 24

6.3.1 SEM individual model constructs

The following constructs were calculated from a number of items, each as identified
by factor analysis. Before integrating different constructs to build the primary model, it
is critical to ensure that they are acceptable constructions. As such, the fit statistics of
SEM were used to test the individual constructs of the proposed model in this research.
The model graphic was created in SPSS AMOS ©, then evaluated, and updated for
each latent variable until the model had relevant results (good fit). The results of the
individual composites of the model are discussed in this section.

6.3.2 Budget planning in the municipality (independent variable)

Using exploratory factor analysis, applied to the items in the section for budget
planning, two constructs were identified for Budget planning (Budget planning 1 and
Budget planning 2). This construct was high dimensional, thus factor analyses created
two constructs from the data. These constructs are presented separately in this

section.
Budget Planning in the Municipality (1)

Figure 6.2 below illustrates the results of the Budget Planning 1 variable. Budget
planning 1 is referring to the actions of the employees, while Budget planning 2 deals

with action of regarding budget planning.
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Cmin = 1.408; D.F. =1

< 15 pvalue = .235
@ Q RMSEA = .040
NFI= 987

NNFI = 976

CFl = 996

IFI = 996

RF1= 920

GFI = 997
Cmin/DF = 1.408

Figure 6. 2: Results: Budget Planning 1

(Source: IBM SPSS AMOS SEM)

Four items were included in the first construct (Budget Planning in Municipality 1). The
items were then inserted into a SEM model. The SEM model statistics show that there
is a correlation between B2_10 and B2_11, while B2_12 and B2_13 are uncorrelated.
The statements from the questionnaire in relation to the first construct (Budget
Planning 1) are presented in Table 6.5.

Table 6. 5: Statements of Budget Planning in the Municipality (Construct 1)

Statement Item

The budget plans are done by municipal management B2 10

I only follow instructions from municipal management for budget B2 11

planning

| only use the budget that is given to me B2 12

| am not allowed to make changes on budgets B2 13
(Source: Author)

The following fit statistics were used to test the model of Budget Planning in the
Municipality 1 variable: Cmin; P value; RMSEA; NFI; NNFI; CFI; IFI; RFI; GFI and
CMIN/DF. The results are interpreted in Table 6.6 below.
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Table 6. 6: Interpretation of Budget Planning in the Municipality (Construct 1)

Index Level of Acceptance RESULT Interpretation
(According to Literature)

RMSEA RMSEA < 0.08 0.24 Goodness-of-fit Achieved
NFI NFI > 0.90 0.99 Goodness-of-fit Achieved
NNFI (TLI) TLI > 0.90 0.98 Goodness-of-fit Achieved
CFlI CFI >0.90 1.00 Goodness-of-fit Achieved
IFI IFI > 0.90 1.00 Goodness-of-fit Achieved
RFI RFI > 0.90 0.92 Goodness-of-fit Achieved
GFI GFI >0.90 1.00 Goodness-of-fit Achieved

(Source: Author)

According to Table 6.6, the budget planning in the municipality 1 variable confirmed
goodness-of-fit.

Budget Planning in the Municipality (2)

Cmin =5.927; D.F. =2

@ & & (@) Rusea- o7

NF| = .945
NNFI = .885

CFl = .962

e IFl = .963
RF| = .836

GEl = .989

Cmin/DF = 2.963

Figure 6. 3: Results: Budget Planning 2

(Source: IBM SPSS AMOS SEM)

Four items were included in the second construct (Budget Planning in the Municipality
(2)). The items were then inserted into a SEM model. The SEM model statistics shows

that there is no correlation between B2_16, B2 _17,B2_18 and B2_14. The statements
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from the questionnaire in relation to the second construct (Budget Planning in the

Municipality (2)) are shown in Table 6.7.

Table 6. 7: Statements of Budget Planning in the Municipality (Construct 2)

Statement ltem

The budget approved by management does not reflect the actual | B2_16

needs of my department

Our funds are mostly depleted by mid-term B2 17

We often have to wait for the next financial year to complete projects | B2 18

Too often | have to break down what is given to try to fit into projects | B2 14
(Source: Author)

The following indexes were used to test Budget Planning in the Municipality 2 variable:
Cmin; P value; RMSEA; NFI; NNFI; CFI; IFI; RFI; GFI and CMIN/DF. The results are

interpreted in Table 6.8 below.

Table 6. 8: Interpretation of Budget Planning in the Municipality (Construct 2)

Index Level of Acceptance RESULT Interpretation
(According to Literature)
RMSEA RMSEA < 0.08 0.08 Goodness-of-fit Achieved
NFI NFI > 0.90 0.95 Goodness-of-fit Achieved
NNFI (TLI) | TLI > 0.90 0.89 Goodness-of-fit Achieved
CFlI CFl > 0.90 0.96 Goodness-of-fit Achieved
IFI IFI > 0.90 0.96 Goodness-of-fit Achieved
RFI RFI > 0.90 0.84 Goodness-of-fit not
Achieved
GFI GFI >0.90 0.99 Goodness-of-fit Achieved

(Source: Author)

According to Table 6.8, budget planning in the municipality 2 variable confirmed

goodness-of-fit, however the means are very close.

147



6.3.3 Revenue and expenditure management (independent variable)
Cmin=1.776; D.F.=4

pvalue = .777
RMSEA = .000
NF| = .989
NNFI = 1.038
CFl1=1.000
IFI=1.015
RFI=.972
GFI=.997
Cmin/DF = .444

Figure 6. 4: Results: Revenue and Expenditure Management

(Source: IBM SPSS AMOS SEM)

Five items were included in the third construct (Revenue and Expenditure
Management). The items were then inserted into a SEM model. The SEM model
statistics show that there is a correlation between B1_7 and B1_9, while B4_32,B4 34
and B4_35 are uncorrelated. The statements from the questionnaire in relation to the

third construct (Revenue and Expenditure Management) are shown in Table 6.9.

Table 6. 9: Statements of Revenue and Expenditure Management

Statement Item

The MFMA is clear when it comes to revenue management. Bl 28
The MFEMA is clear when it comes to expenditure management B1 29
Our managers spend money in line with the budget B4 30
Our employees spend money in line with the budget B4 31
We do not consult the budget before we spend money. B4 32

| always stay within budget based on revenue and expenditure for my | B4 33

work.

The municipality does not have revenue management systems. B4 34

The municipality does not have expenditure management systems B4 35
(Source: Author’s construction)
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In South Africa, public entities, government departments and municipalities have
developed risk management systems to fulfil the requirements of the Public Finance
Management Act (Meyer, 2014: 165). Furthermore, municipalities should have
revenue management systems in place in order to effectively classify, collect,
reconcile and record income which is generated by the municipality from businesses
and residents for services rendered (Rakabe, 2010: 137). The following indexes were
used to test the Revenue and Expenditure Management variable: Cmin; P value;
RMSEA; NFI; NNFI; CFI; IFI; RFI; GFI and CMIN/DF. The results are interpreted in
Table 6.10.

Table 6. 10: Interpretation of Revenue and Expenditure Management

Index Level of Acceptance RESULT Interpretation
(According to Literature)

RMSEA RMSEA < 0.08 0.00 Goodness-of-fit
Achieved

NFI NFI > 0.90 0.99 Goodness-of-fit
Achieved

NNFI (TLI) | TLI>0.90 1.02 Goodness-of-fit
Achieved

CFl CFl >0.90 1.00 Goodness-of-fit
Achieved

IFI IFI > 0.90 1.02 Goodness-of-fit
Achieved

RFI RFI > 0.90 0.97 Goodness-of-fit
Achieved

GFI GFI >0.90 1.00 Goodness-of-fit
Achieved

(Source: Author)

According to Table 6.10, the Revenue and Expenditure Management variable

confirmed goodness-of-fit but the means are very close.
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6.3.4 Legislative consideration (independent variable)

Cmin=.373; DF.=2
pvalue = .830
RMSEA =000

NFI = .998

NNFI = 1.057
CFl=1.000

IFI =1.011
RFI=.988
GFI=.999

Cmin/DF = .186

Figure 6. 5: Results: Legislative Consideration

(Source: IBM SPSS AMOS SEM)

Five items were included in the fourth construct (Legislative Consideration). The items
were then inserted into a SEM model. The SEM model statistics show that there is a
correlation between B5 36 and B5_37; B5_36 and B5_39; B5 37 and B5_40, while
B5_38 is not correlated to any item. The statements from the questionnaire in relation

to the fourth construct (Legislative Consideration) are presented in Table 6.11.

Table 6. 11: Statements of Legislative Consideration

Statement ltem
Legislation plays a significant role in the management of finances. B5_36
| am controlled by legislation when it comes to budget management. | B5 37
Powers of managers are restricted by the Municipal Management Act. | B5 38
Powers of employees are restricted by the Municipal Management | B5_39
Act.
There is a disjuncture between employees demands and provisions | B5_ 40
of the Act.
(Source: Author)
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For municipalities to function effectively and to minimise maladministration, legislation
such as the MFMA, Municipal Systems Act and the Constitution should be understood
and adhered to by all employees (Imuezerua and Chinomona, 2015:359). The results
in figure 6.5 above show clearly that the respondents understand the significance of
legislation for their respective municipalities. The following indexes were used to test
Legislative Consideration variable: Cmin; P value; RMSEA; NFI; NNFI; CFl; IFI; RFI;
GFIl and CMIN/DF. The results are interpreted in Table 6.12 below.

Table 6. 12:Interpretation: Legislative Consideration

Index Level of Acceptance RESULT | Interpretation
(According to Literature)

RMSEA RMSEA < 0.08 0.00 Goodness-of-fit Achieved
NFI NFI > 0.90 0.99 Goodness-of-fit Achieved
NNFI (TLI) | TLI>0.90 1.06 Goodness-of-fit Achieved
CFlI CFl >0.90 1.00 Goodness-of-fit Achieved
IFI IFI > 0.90 1.01 Goodness-of-fit Achieved
RFI RFI > 0.90 0.99 Goodness-of-fit Achieved
GFI GFI >0.90 1.00 Goodness-of-fit Achieved

(Source: Author)

According to Table 6.12 the legislative consideration variable confirmed goodness-of-
fit.

6.3.5 Risk management (independent variable)

Cmin = 10.030; D.F.=10

pvalue = 438
RMSEA = .003
NFI = .951
NNFI = 1.000
CFI =1.000
IFI = 1.000
RFI = .897
GFl =.989

Cmin/DF = 1.003

Figure 6. 6: Results: Risk Management
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Seven items were included in the fifth construct (Risk Management). The items were
then inserted into a SEM model. The SEM model statistics show that there is a
correlation between B1 8 and B1 1; B1 1 and B1 6; B1 2 and B1_3; B1 4 and

B1_6), while B1_5is not correlated to any item. The statements from the questionnaire

(Source: IBM SPSS AMOS SEM)

in relation to the fifth construct (Risk Management) are presented in Table 6.13.

Table 6. 13: Statements of Risk Management

Statement

Item

We have systems in place to manage risk in our municipality. Bl 1

I am well equipped to identify events that affecting our budget B1 2

objectives.

| follow the risk management systems to manage risks.

B1_ 3

All employees are accountable for risks within the scope of the work Bl 4

The municipality uses efficient financial risk management systems B1 5

| am equipped to manage uncertainty that will affect the activities of B1 6
the municipality

In our municipality risk management is perfectly executed B1 8

(Source: Author)

Risk management is an unavoidable function with a municipality, if not managed
effectively, risks can lead to financial losses for the municipality (Meyer, 2014: 163).
The following indexes were used to test the Risk Management variable: Cmin; P value;
RMSEA; NFI; NNFI; CFI; IFI; RFI; GFI and CMIN/DF. The results are interpreted in

Table 6.14.

Table 6. 14: Interpretation of Risk Management

Index Level of Acceptance RESULT Interpretation
(According to Literature)

RMSEA RMSEA < 0.08 0.00 Goodness-of-fit Achieved
NFI NFI > 0.90 0.95 Goodness-of-fit Achieved
NNFI (TLI) TLI > 0.90 1.00 Goodness-of-fit Achieved
CFlI CFl > 0.90 1.00 Goodness-of-fit Achieved

IFI IFI >0.90 1.00 Goodness-of-fit Achieved
RFI RFI > 0.90 0.90 Goodness-of-fit not Achieved
GFI GFl > 0.90 0.99 Goodness-of-fit Achieved

(Source: Author)

According to Table 6.14, the Risk Management variable confirmed goodness-of-fit.
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6.3.6 Cash flow management (independent variable)

Cash Flow Management created two constructs (Cash Flow Management 1 and Cash
Flow Management 2), these constructs are presented separately in this section. Cash
Flow Management 1 are the general compliance issue in relation to cash flow

management, Cash Flow management 2 relates to employees own perceptions.

Cash Flow Management 1

Cmin=2594; DF.=2
e8 pvalue = 273
RMSEA =.034

NFl = 971

NNFI = 978

CFl= 993

IFl = 993

RFI = 912

B3 27 GFI = 995

e Cmin/DF = 1.297

Figure 6. 7: Results: Cash Flow Management 1

(Source: IBM SPSS AMOS SEM)

Cash Flow Management 1 was created as the sixth construct, and four items were
inserted into a SEM model. The SEM model statistics show that B3_22, B3 25, B3_26
and B3_27 are uncorrelated. The statements from the questionnaire in relation to the

sixth construct (Cash Flow Management 1) are shown in Table 6.15.

Table 6. 15: Statements of Cash Flow Management (Construct 1)

Cash flow estimates are sent to treasury for the next financial year. B3 22
| always refer to our cash flow projections before we commit funds. B3 25
The municipality has a positive cash balance every financial year end. B3_26
The municipality NEVER has a negative cash balance at the end of B3 27
the financial year.]

(Source: Author)
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The following indexes were used to test the Cash Flow Management 1 variable: Cmin;
P value; RMSEA; NFI; NNFI; CFIl; IFl; RFI; GFI and CMIN/DF. The results are
interpreted in Table 6.16.

Table 6. 16: Interpretation of Cash Flow Management (Construct 1)

Index Level of Acceptance RESULT Interpretation
(According to Literature)

RMSEA RMSEA < 0.08 0.03 Goodness-of-fit Achieved
NFI NFI > 0.90 0.97 Goodness-of-fit Achieved
NNFI (TLI) TLI > 0.90 0.98 Goodness-of-fit Achieved
CFlI CFl > 0.90 0.99 Goodness-of-fit Achieved
IFI IFI > 0.90 0.99 Goodness-of-fit Achieved
RFI RFI > 0.90 0.91 Goodness-of-fit Achieved
GFI GFI >0.90 1.00 Goodness-of-fit Achieved

(Source: Author)

According to Table 6.16, the Cash Flow Management 1 variable confirmed goodness-
of-fit, but the means are very close. Descriptive statistics for this variable are presented
in Appendix D.

Cash Flow Management 2

54

Cmin=1.969; D.F. =1

pvalue = .161
RMSEA = .061
NFI = .987
NNFI = 959
CFl=.993

IFI =.993

RFI = .921
GFI =.996

Cmin/DF = 1.969

Figure 6. 8: Results: Cash Flow Management 2

(Source: IBM SPSS AMOS SEM)
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Cash Flow Management 2 was created as the seventh construct, and four items were
inserted into a SEM model. The SEM model statistics show that Items B3 20 and
B3 21 are uncorrelated, while B3 _23 and B3_24 are correlated. The statements from
the questionnaire in relation to the sixth construct (Cash Flow Management 2) are
shown in Table 6. 17.

Table 6. 17: Statements of Cash Flow Management (Construct 2)

Statement ltem

Adhering to projections hinders effective implementation of strategy. | B3 20
Cash flow is critical in informing employees on when to avoid a deficit. | B3 21
There are not consequences if | do not adhere to cash flow | B3_23
projections.
| am not consulted by municipal management before cash flow | B3 24
estimates are finalized.

(Source: Author)

The following indexes were used to test the Cash Flow Management 2 variable: Cmin;
P value; RMSEA; NFI; NNFI; CFl; IFI; RFI; GFI and CMIN/DF. The results are
interpreted in Table 6.18.

Table 6. 18: Interpretation of Cash Flow Management (Construct 2)

Index Level of Acceptance RESULT | Interpretation
(According to Literature)

RMSEA RMSEA < 0.08 0.06 Goodness-of-fit Achieved
NFI NFI > 0.90 0.98 Goodness-of-fit Achieved
NNFI (TLI) | TLI>0.90 0.96 Goodness-of-fit Achieved
CFl CFl >0.90 0.99 Goodness-of-fit Achieved
IFI IFI > 0.90 0.99 Goodness-of-fit Achieved
RFI RFI > 0.90 0.92 Goodness-of-fit Achieved
GFI GFI >0.90 1.00 Goodness-of-fit Achieved

(Source: Author)

According to table 6.18 above, the Cash Flow Management 2 variable confirmed
goodness-of-fit, although, the means are very close. Descriptive statistics for this

variable are presented in Appendix D.
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6.3.7 Effective budget management (dependent variable- the outcome)

Cmin=7.288; DF.=4

= pvalue = 121

RMSEA =.056

NFI =961

NNFI| = 928

p CFl = 981
IFI = .982

ORCRORORORONE -
GFl = 99

Cmin/DF = 1.822

B6 41 || B6.42 || B6 43 || B6 44 || B6 45 || B4 33

Figure 6. 9: Results: Effective Budget Management

(Source: IBM SPSS AMOS SEM)

Six items were included in the seventh construct (Effective Budget Management). The
items were then inserted into a SEM model. The SEM model statistics show that the
Items B6_41, B6_44, B6_45 and B4 33 have a significant correlation, while item
B6_42 and B6_43 also have a correlation. (In addition, item B6_43 has a correlation
with item B4 _33. The statements from the questionnaire in relation to the seventh

construct (Effective Budget Management) are presented in Table 6.19.
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Table 6. 19: Statements of Effective budget management

Statement ltem

Always stay within budget based on revenue and expenditure for my | B4_33
work.
| spent all the approved budgets that were allocated to me during last | B6_41
year
Management always encourages me to spend all my allocated funds | B6 42
Our municipality spent the approved budget for what it was intended | B6_43
for
Our municipality has accurate budget projections B6 44
Our budget is aligned to our goals and objectives B6 45

(Source: Author)

The following indexes were used to test the Effective Budget Management variable:
Cmin; P value; RMSEA; NFI; NNFI; CFI; IFI; RFI; GFI and CMIN/DF. The results are
interpreted in Table 6.20.

Table 6. 20: Interpretation of Effective Budget Management

Index Level of Acceptance RESULT | Interpretation
(According to Literature)

RMSEA RMSEA < 0.08 0.06 Goodness-of-fit Achieved
NFI NFI > 0.90 0.96 Goodness-of-fit Achieved
NNFI (TLI) | TLI>0.90 0.93 Goodness-of-fit Achieved
CFlI CFl >0.90 0.98 Goodness-of-fit Achieved
IFI IFI > 0.90 0.98 Goodness-of-fit Achieved
RFI RFI > 0.90 0.85 Goodness-of-fit Achieved
GFI GFI >0.90 0.99 Goodness-of-fit Achieved

(Source: Author)

According to Table 6.20, the Effective Budget Management variable confirmed
goodness-of-fit, although the means are very close. Descriptive statistics for this
variable are presented in Appendix D.

6.3.8 The main model
From the information presented in the previous section, a composite latent variable
was developed using SEM for each of the elements of the model and a variable was

generated using the factor analysis regression process.

Following the development of variables using the factor analysis regression process,
a SEM was reconstructed, running the analysis repeatedly until the model was

relevant. The primary research objective was:
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To develop a framework for budget management for local municipalities in
South Africa.

The main model was created using SPSS AMOS. The following indices were tested
for the Budget Management model: CMIN; Pvalue; RMSEA; NFI; NNFI; CFl; IFI; RFI;
GFl and CMIN/DF. Figure 6.10 below illustrates the budget management model
developed for South African municipalities.

Cmin=.002; D.F.=1
pvalue = 962
RMSEA =000
100 NFI=1.000
Budget Planning in the Municipality 1 NNFI=1.171
CFI=1.000
IFI =1.005
e RFI=1.000
b Budget Planning in the Municipality 2 GFI=1.000
% Cmin/DF =002

1.00 0 5

{ Revenue & Expenditure Management

12
100

-02

Effective Budget Management

Y Legislation Consideration

N
100
§ Risk Management 5
P
100
iCash Flow Management 1
100

N Cash Flow Management 2

Figure 6. 10: Results: Budget management

(Source: IBM SPSS AMOS SEM)

Table 6.21 presents the results of the regressions in Figure 6.10 (Budget Management

model).
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Table 6. 21: Regression Weights

Path Estimate| S.E. C.R. P Significance Level
EBM |<--- BPitM1 .024 | .061 .395 | .693 | Not accepted at p>0.05
EBM |<--- BPitM2 .045 | .065 .693 | .489 | Not accepted at p>0.05
EBM|<— | REM2 121 | .068 | 1.776 | .076 Efg_'%’Baccemed at
EBM |<--- LC -.023 | .051 | -.445 | .657 | Not accepted at p>0.05
EBM |<--- RM 273 | .061 | 4.469 *** | Accepted at p<0.05
EBM |<--- CFM1 -.128 | .062 | -2.060 | .039 | Accepted at p<0.05
EBM |<--- CFM2 .364 | .057 | 6.388 *** | Accepted at p<0.001

*: p<0.05; **: p<0.01; ***: p<0.001
(Source: Author)

Based on the regression weights in Table 6.21, BPitM1 and BPitM2 have a very low
impact on Effective Budget Management at .02 and .04 respectively, however the two
constructs have a positive relationship with effective budget management. This is
concerning because budget planning is important in municipalities for effective
resource allocation and management (Hanabe et al., 2018:168).

REM2 (Revenue and Expenditure Management) has some impact on Effective Budget
Management at .12, while LC (Legislative Consideration) has a negative impact on
Effective Budget Management at .02. RM (Risk Management) has a significant
influence on Effective Budget Management at .27. However, CFM1 (Cash Flow
Management 1) has a negative impact on Effective Budget Management at -.13 and
CFM2 (Cash Flow Management 2) has a great impact on Effective Budget
Management at .36. The negative and the positive relationships of (CMF1 and CFM2)

was due to the nature of the questions that were advanced to the respondents.

The following indexes were used to test the Budget Management model: Cmin; P
value; RMSEA; NFI; NNFI; CFl; IFI; RFI; GFl and CMIN/DF. The results are interpreted
in Table 6.22.

Table 6.22 shows that goodness-of-fit was confirmed for the Budget Management

variables.
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Table 6. 22: Interpretation: Budget Management

Index Level of Acceptance RESULT | Interpretation
(According to Literature)

RMSEA RMSEA < 0.08 0.00 Goodness-of-fit Achieved
NFI NFI > 0.90 1.00 Goodness-of-fit Achieved
NNFI (TLI) | TLI>0.90 1.17 Goodness-of-fit Achieved
CFl CFl > 0.90 1.00 Goodness-of-fit Achieved
IFI IFI >0.90 1.01 Goodness-of-fit Achieved
RFI RFI >0.90 1.00 Goodness-of-fit Achieved
GFI GFI >0.90 1.00 Goodness-of-fit Achieved

(Source: Author)

In terms of the co-variance, the rule is if p<0.05 the covariance of the paired
independent variables in Figure 6.10 above is significant. This is confirmed in Table
6.23.

Table 6. 23: Co-variance for paired independent variables

Co-variance Estimate| S.E. C.R. P Interpretation

BPitM1|<->| CFM2 | -196 | .060 | -3.273 | .001 | Strondly and
positively related

BPitM2|<-->| CFM2 | -211| .061 | -3.475 s+ | Strongly and
positively related

REM2 |<->| CFM2 | 426 | 064 | 6645 | == | Strondlyand
positively related

RM  |<-->| CFM2 536 | 069 | 7.724 | | Strondlyand
positively related

RM  |<->| CFM1 | -371| 064 | -5.767 | == | Strondlyand
positively related

REM2 |<->| CFM1 | -590 | .071 | -8.369 s | Strongly and
positively related

BPitM2 |<-->| CFM1 514 | .069 | 7.442 we | Strongly and
positively related

BPitM1|<-->| CFM1 494 | 068 | 7.214 s+ | Strongly and
positively related

REM2 |<-->| RM 531 | 068 | 7.771| | Stonglyand
positively related

BPitM2|<-->| RM _417 | .066 | -6.314 wex | Strongly and
positively related

BPitM1|<-->| RM 315 | .064 | -4.956 | = | Strondlyand
positively related

REM2 |<->| LC 323 | 059 | -5.452 | e | Stronglyand
positively related

BPitM1|<-->| LC 307 | 063 | 4842 | x| Stondlyand
positively related
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Co-variance Estimate| S.E. C.R. P |Interpretation

BPitM2|<-->| REM2 | -547 | .070 | -7.867 x| Strongly and
positively related

BPitM1|<->| REM2 | -.446 | .067 | -6.691 s | Strongly and
positively related

BPitM1|<—>| BPitM2 | 607 | 072 | 8.431|  ww | Stfondlyand
positively related

CFM1 |<->| CFM2 | -195| 059 | -3.325 | = | Stondlyand
positively related

LC |<>| CFM1 | .366| .065| 5653 | | Stonglyand
positively related

BPitM2|<-->| LC 279 | 063 | 4.439| | Stronglyand
positively related

LC  |<->| RM -164 | 053 | -3.088 | .00z | Stronglyand
positively related

(Source: Author)

A correlation co-efficient greater than 0.5 is strong, whereas a correlation co-effcient
of less than 0.5 indicates a weak relationship. Table 6.24 shows the correlations

between paired independent variables in Figure 6.10.

Table 6. 24: Correlations for paired independent variables

Correlations Estimate
BPitM1 <--> CFM2 -.197
BPitM2 <--> CFM2 -.212
REM2 <--> CFM2 428
RM <--> CFM2 .538
RM <--> CFM1 -.373
REM2 <--> CFM1 -.593
BPitM2 <--> CFM1 516
BPitM1 <--> CFM1 .496
REM2 <--> RM 534
BPitM2 <--> RM -.418
BPitM1 <--> RM -.317
REM2 <--> LC -.325
BPitM1 <--> LC .309
BPitM2 <--> REM2 -.549
BPitM1 <--> REM2 -.447
BPitM1 <--> BPitM2 .609
CFM1 <--> CFM2 -.196
LC <--> CFM1 .367
BPitM2 <--> LC .280
LC <--> RM -.164

(Source: Author)
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RM and CFM2 are strongly related; BPitM2 and CFM1 are strongly related; REM2 and
RM are strongly related; BPitM1 and BPitM2 are strongly related.

6.3.9 Revised Model

The findings of SEM revield that some constructs that were originally conceptualized
had to be split into two due to the nature of the statements that were advanced to the
respondets. The variables that were split into two, were budget planning and cash flow
management. Budget planning was split into budget planning 1 which dealt with the
responses of employees in relation to planning in the municipalities, while budget
planning 2 dealt with management actions in realtion to planning in municipalities.
Furthermore, cash flow management was divided into two components: the first dealt
with policy and legislation compliance, while the second dealt with employee
perception of cash flow management.

The revised model is illustrated in Figure 6.11 below.

Employees
response to
Budget Planning

Management
Actions in Budget
Planning

Revenue and

Expenditure .\»
Management

Legjslativ_e g
Consideration g

Risk Management

139dnd
139dnd
INILO3443
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N

Cash Flow
Management:
General
Complience

Cash Flow
Management:
Employees
Perception

Figure 6.11: Revised Model

(Source: Author)
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Figure 6.11 encapsulates the revised variables of the study. Thus, the following

conclusions are drawn based on the revised model:

e The role of lower level employees in relation to budget planning is critical to
effective budget management.
e The actions and role of management in relation to budget planning has an

impact on how budgets are effectively managed.

6.4 QUANTITATIVE ANALYSES: DESCRIPTIVE STATISTICS

Likert scale was used to gather and measure data for this for this section. Where
1=Strongly disagree, 2=Disagree, 3=Neutral, 4= Agree, and 5=Strongly Agree

6.4.1 Budget Planning in Municipalities

According to Faleti et al. (2014), budgets are used by the government as a guiding
tool for planning and controlling its resources, whether fiscal or otherwise. Thus, the
statements in table 6.25 were advanced to the respondents to probe whether they
considered planning as a guiding tool to effectively manage budgets in their

municipalities.

Table 6. 25: Budget Planning in Municipalities (N=261)

Code [Item *Mi | *Max | Mea | **S | Cronbach’
n n D s alpha

BPM [The budget plans are done by municipal 1 5| 4.22| .819

1 management

BPM |l only use the budget that is given to me 1 5| 4.21| .820

2

BPM |l only follow instructions from municipal 1 5| 4.15| .922

2 management for budget planning 0.92

BPM || am not allowed to make changes on 1 5| 3.97| 1.04

3 budgets 7

BPM [The budget approved by management 1 5| 3.92| 1.04

4 does not reflect the actual needs of my 5
department

BPM ([Too often | have to break down what is 1 5/ 3.88| 1.01

5 given to try to fit into projects 2

BPM |We often have to wait for the next 1 5| 3.69| 1.14

6 financial year to complete projects 4

BPM |Our funds are mostly depleted by mid- 1 5| 3.63| 1.13

I term 5

*Min: Minimum; *Max: Maximum; ***SD: Standard Deviation
(Source: IBM SPSS)
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Based on the indicators of budget planning in municipalities in table 2.25, there are
eight items that measure the extent to which employees identify with budget planning.
The means are close to four and above four, which on the Likert scale indicated
agreement. Thus, the respondents agree that they are not involved in budget planning
and that budgets are done by municipal management. Despite, researchers such as
Okpala (2014); and lbrahim (2013), asserting that the budgeting process in
government should be a bottom-up approach in order to accommodate the needs of

the lowest cost centres.

All these items in Table 6.25 are measuring budget planning in municipalities reliably
as seen in Cronbach’s alpha being 0.92 which is greater 0.70. For alpha to be
acceptable it should be 0.70 and above (Taber, 2017).

6.4.2 Risk Management in Municipalities

Risk management does not fully eliminate, but rather manages risks associated with
organisation’s operations, maximizing opportunities, and minimizing threats (Myeza et
al., 2021). In this study it was necessary to probe how risk is managed in the selected
municipalities. Table 6.26 outlines items that were advanced to measure risk

management.

Table 6. 26: Risk Management (N=261)

Cod |Item *Min | *Max | Mean | ***SD | Cronbac
e h’s alpha
RM |All employees are accountable 1 5 3.30| 1.251
1 for risks within the scope of the
work
RM | I am well equipped to identify 1 5 295 1.293
2 events that affecting our budget
objectives.
RM |We have systems in place to 1 5 294 1.271 0.92
3 manage risk in our municipality
RM |1 follow the risk management 1 5 2.89| 1.271
4 systems to manage risks
RM |l am equipped to manage 1 5 2.83| 1.236
5 uncertainty that will affect the
activities of the municipality
RM | The municipality uses efficient 1 5 2.80| 1.248
6 financial risk management
systems
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RM |In our municipality risk 1 5 2.73| 1.245
7 management is perfectly
executed

*Min: Minimum; *Max: Maximum; ***SD: Standard Deviation

(Source: IBM SPSS)

Table 6.26 has seven items to measure how employees evaluate risk management in
relations to budget management in the selected municipalities. The mean scores were
close to three, which indicates Neutral in terms of the Likert scale. Thus, this implies
that majority of the respondents decided to remain neutral and not engage with the
statements. This is concerning because risk management is one of the most important
activity or a function that is meant to address uncertainty within an organisation
(Jovanovi¢ et al.,2016). The public service should have employees who have

confidence in managing risks (Ahmeti et al., 2017).

All these items are measuring risk management in municipalities reliably as seen in
Cronbach’s alpha being 0.92 which is greater 0.70. For alpha to be acceptable it
should be 0.70 and above (Taber, 2017).

6.4.3 Legislative Consideration in Municipalities

The theme (legislative consideration) in Table 2.27 has five items to test how
employees consider legislative requirements to manage budgets. The constitution and
the MFMA are important statutes when it comes to budget and financial management
in municipalities and these laws contain all of the procedures required to manage
municipal finances (Enwereji et al., 2019).

Table 6. 27: Legislative Consideration (N=261)

Code *Min | *Max | Mean |***SD |Cronbach’s
alpha
LC1 |Legislation plays a significant role in 1 5 4.32|.7479
the management of finances
LC2 |l am controlled by legislation when it 1 5 4.29|.6780
comes to budget management
LC3 |Powers of managers are restricted by 1 5 4.19|.8060 0.92
the Municipal Management Act
LC4 |Powers of employees are restricted 1 5 4.17].8063
by the Municipal Management Act
LC5 | There is a disjuncture between 1 5 4.05|.9037
employees demands and provisions
of the Act.
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*Min: Minimum; *Max: Maximum; ***SD: Standard Deviation
(Source: IBM SPSS)

The mean scores are above four, which in terms of Likert scales indicates agreement.
Thus, the respondents agreed that legislation is crucial on how budgets are formulated
and managed in municipalities. According to Munzhedzi (2019), legislation provides a
legal framework on how municipal resources should be managed. All these items are
measuring legislative consideration in municipalities reliably as seen in Cronbach’s
alpha being 0.92 which is greater 0.70. For alpha to be acceptable it should be 0.70
and above (Taber, 2017).

6.4.4 Cash Flow Management in Municipalities

According to Su (2018), some municipalities face challenges of deficits due
mismanagement of cash inflows and outflows, thus, that affects the manner in which
services are delivered to the poor. Table 6.28 has eight items for the theme (Cash
Flow Management) to measure how employees assess cash flow management

relations to budget management in the selected municipalities.

Table 6. 28: Cash Flow Management (N=261)

Code|Item *Min | *Max | Mean |***SD | Cronb
ach’s
alpha

CFM | Cash flow is critical in informing employees on 1 5| 4.06| .811

1 when to avoid a deficit.

CFM | I am not consulted by municipal management 1 5| 3.74|1.136

2 before cash flow estimates are finalized.

CFM | Adhering to projections hinders effective 1 5| 3.59(1.134

3 implementation of strategy

CFM | There are not consequences if | do not adhere 1 5| 3.44|1.196

4 to cash flow projections.

CFM | Cash flow estimates are sent to treasury for 1 5/ 3.37/1.161| 0.92

5 the next financial year

CFM | The municipality has a positive cash balance 1 5| 3.20|1.291

6 every financial year end.

CFM | I always refer to our cash flow projections 1 5| 3.13|1.189

7 before we commit funds.

CFM | The municipality NEVER has a negative cash 1 5| 3.02|1.311

8 balance at the end of the financial year.

*Min: Minimum; **Max: Maximum; ***SD: Standard Deviation
(Source: IBM SPSS)
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The means are from agree to Neutral, as such, the employees choose not to
participate in most of the statements under this theme. According to Botlhoko (2017),
cash flow management is the underlying motivation for performance evaluation and
resource allocations in municipalities. All these items are measuring cash flow
management in municipalities reliably as seen in Cronbach’s alpha being 0.92 which
is greater 0.70. For alpha to be acceptable it should be 0.70 and above (Tavakol &
Dennick, 2011).

6.4.5 Revenue and Expenditure Management in Municipalities

Revenue management refers to the ability of the municipalities to identify, collect,
reconcile and bank income that is received from service users (Erdem et al., 2016;
Nkabane et al.,, 2018). While expenditure should be made in accordance with
applicable legislation and policies in municipalities (Fourie et al., 2015). Revenue and
expenditure management theme was created with five statements to measure the
degree to which employees associate with revenue and expenditure management to

manage budgets in municipalities.

Table 6. 29: Revenue and Expenditure Management

Code |ltem *Min | *Max | Mea | ***SD | Cronbac
n h’s
alpha
REM |1 DO follow policies or procedures 1 5| 3.20| 1.291
1 designed to mitigate and manage
risks in my municipality.
REM |In our municipality uncertainty and 1 5| 2.83| 1.293
2 risk is EFFECTIVELY managed. 0.92
REM | The municipality Does not have 1 5| 2.68| 1.337
3 expenditure management systems.
REM |We DO consult the budget before 1 5| 2.65| 1.315
4 we spend money.
REM | The municipality Does have 1 5| 2.63| 1.317
5 revenue management systems.

*Min: Minimum; **Max: Maximum; ***SD: Standard Deviation
(Source: IBM SPSS)

Means were less than three, which indicates that employees are not in agreement with
the statements, thus, do not believe that revenue and expenditure management has
a correlation with budget management. All these items are measuring revenue and

expenditure management in municipalities reliably as seen in Cronbach’s alpha being
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0.92 which is greater 0.70. For alpha to be acceptable it should be 0.70 and above
(Tavakol et al., 2011).

6.4.6 Effective Budget Management in Municipalities

According to Danilina et al. (2016), optimal utilization of scarce financial resource in
municipalities leads to effective budget management. Therefore, by advancing the
statement in Table 6.30 to the respondents, the researcher intended to probe whether
or not the respondents understood the impact of optimal utilization of financial

resource on effective budget management.

Table 6. 30: Effective Budget Management

Code |Item *Min | *Max | Mea | **SD | Cronbach’
n s alpha
EBM |l always stay within budget based 1 5| 3.29| 1.276
1 on revenue and expenditure for
my work.
EBM |Management always encourages 1 5| 298| 1.361
2 me to spend all my allocated 0.92
funds.
EBM | Our budget is aligned to our goals 1 5| 2.88| 1.359
3 and objectives.
EBM |l spent all the approved budgets 1 5| 2.83| 1.364
4 that were allocated to me during
last year.
EBM | Our municipality spent the 1 5/ 2.81| 1.323
5 approved budget for what it was
intended for.
EBM |Our municipality has accurate 1 5| 2.77| 1.293
6 budget projections.

*Min: Minimum; **Max: Maximum; ***SD: Standard Deviation
(Source: IBM SPSS)

In Table 6.30 there six items to measure how the respondents manage budgets
effectively in the municipalities. Based on the mean scores, majority of the employees
are not in agreement with the statements that were advanced in Table 6.29.
Furthermore, a good administrative environment for all employees can lead effective
management of municipalities, as such, that should lead to financial performance
(Rivenbark, 2006; Dynowska, 2018; Stepanovich, 2020).
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6.5 QUALITATIVE ANALYSES

The main objective of this study was to develop a budget management model for South
African municipalities using Structural Equation Modeling, which is a quantitative
approach in nature. However, as the researcher delved into the data, an interview
component arose which enable the researcher to gain an overall perspective of budget
management in the selected municipalities. The themes of the interviews were based
on the structural equation modelling key variables, the reason for extracting those
themes was to validate the budget management model that was developed using

SEM. The following themes were explored,;

Risk Management
Budget Planning
Cash Flow Management

Revenue and Expenditure Management

a bk w0 N E

Legislative Consideration

This below section provides an insight on the unique experiences and beliefs of
municipal employees from different selected municipalities in South Africa. Four
interviews were conducted with four managers from different directorates within the
three selected municipalities. The interviewees comprised of a Municipal Manager
(respondent one), Project Manager (respondent two), Grant Finance Manager

(respondent three), and Head of Finance (respondent four).

This section was included to determine the suitability of the participants in the study,
and to further determine if that participants were in management positions as

stipulated in the sample framework.

6.5.1 Current position in the municipality
The qualitative section (Interviews) of this study focused on the management of the
selected municipalities. Thus, it was crucial to ask this question to the respondents to

determine their suitability.

Table 6. 31: Respondents positions in the municipalities

Question: What is your current position and section in the municipality
Domain | Finding
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Position All participants (100%) indicated and confirmed that they were in
management positions in their various municipalities.

(Source: Author)

The purpose of this question was to distinguish and categorize respondents based on
their suitability for the interview. Some position may not have anything to do with

budget formulation or budget management (control).

6.5.2 Number of years working in the municipality

Table 6. 32: Number of years

Question: What is the number of years of working in the municipality

Domain Finding

Years All participants (100%) have been working for their municipalities for
over 5 years.

(Source: Author)

This question was designed to delve further into the likelihood of the persons getting
more expertise with the budgeting process. Such information will help with information
focused on years of experience, which the interviews hoped to capitalize on. The
involvement of senior official or managers of the municipality, on the other hand,

suggests that some couching and mentoring may have occurred.

6.5.3 In-Depth Interviews

6.5.3.1 Theme One: Risk Management

The questions that were asked under this theme are related to the following research
objectives: “To explore approaches for budget management improvement in
municipalities, and to determine the key measurements for budget management

improvement in municipalities”.

Question 1.1; Tell me about the risk management systems that you have in your

municipality?

Based on the question in response to the theme, Risk Management participants
alluded to the following;

Respondent One: “Let me start by saying that we have a fully-fledged risk
management section that has a risk management manager and risk management

officer. We have a risk management committee that is chaired by an external person.
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It has all the Executive managers your CFO, Corporate Services, Infrastructure, LED
and Community services. This committee reports to the Audit committee and the Audit

committee report to Council. That is the process we have in the municipality.”

Respondent Two: “Yes, we have flexible software for risk management for safety
between patient and clinicians, we also have tools that help to monitor and control risk
while maintaining good communication with role players or stakeholders, and we also

have business risk management system for fraud and corruption”

Respondent Three: “We have risk management policies that are enforced by the risk
management committee that is based in the office of the Municipal manager. In my
section | focus on the risks associated with grants that the municipality receives from

the National Government and other external donors”

Respondent Four: “We have Risk Management Department which deals with Risk
Management Systems. The purpose of this department is to ensure that within the
City/Municipality there are effective corporate governance through the establishment
of governance structures and processes. There is also risk committee that provides
critical oversight on matters of governance, risk and compliance The systems are

linked to the internal reporting system (SOLAR-Venus) when it comes to reporting”.

This question was asked to the participants to determine whether or not municipalities
have risk management systems and how long have they been using these systems.
The respondents indicated that their respective municipalities have risk management
systems to deal with different types of risks. According to Meyer (2014: 163), risk
management is an unavoidable function within a municipality and failure to manage

risks effectively, can lead to financial losses for the municipality.

Question 1.2; In your opinion, how well do the financial and risk management

systems of this municipality measure against the MFMA? Why?

This question was answered by all the participants. Based on the question the

respondents mentioned the following.

Respondent One: “Well we are fully compliant with the MFMA. We have a budget
and Treasury office which is a requirement in the MFMA. We have a Chief Financial

Officer, there are four managers under him, which are Manager SCM, Manager
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Revenue, Manager Budgeting, Manager Compliance and reporting under the Chief
Financial Officer. We have a fully-fledged department called budget and treasury
office. We submit all the necessary reports such section 71, 56 (d) to council. We are
audited by the Auditor General and Internal Auditors. We believe we are compliant in
terms of the MFMA”

Respondent Two: “/ do not think our risk management systems are effective because

the municipality keeps on running out of funds”

Respondent Three: “Our risk management systems and policies are guided by the
MFMA, and in my department we comply with the act to ensure that risk management

is handle effectively”

Respondent Four: “The systems are faring well against the MFMA. This is evident
from the mere fact that the municipality has recently received a clean audit
outcome/opinion from the Auditor General meaning that when the municipality was
audited there was nothing found which is against MFMA in terms of Risk

Management’.

The participants indicated that they comply with requirements of the MFMA in relation
to risk management. Section 166 of the MFMA requires a municipality to establish an
independent Audit Committee that will oversee risk management and governance

within a municipality.

Question 1.3; Who is accountable for the overall governance of the

municipality’s risks?
This question was answered by all the participants.

Respondent One: ‘It is the Accounting Officer who is the Municipal Manager. Risk
management reports directly to the Municipal Manager not the CFO because that
would be an anomaly because most the risks are coming from finance. So the risk

management unit is in the office of the Municipal Manager”

Respondent Two: ‘It is the City Manager who is accountable to the Mayoral

Committee”
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Respondent Three: “The overall governance of the Municipality’s risks, lies into the
Accounting Officer of the municipality as mentioned by Section 62(1)(c)(i) of the
MFMA. My role as a municipal official integrate risk management into my day-to-day
activities by ensuring that | comply with the MFMA, DORA and the budget polices of

the municipality”

Respondent Four: “The Risk Management Department. My role within the overall
governance of the municipality is to participate in the quarterly risk monitoring
management meetings for the department as requested by the risk management
department. Appropriate understanding of risk management tools, and staff level skills
in understanding risk management are some of the challenges we encounter towards
risk management. The only way we have decided as the municipality we will overcome
these challenges is by attending continuous training sessions and encourage sharing

of expertise amongst departments”.

This question was to probe the role the participants play in the overall governance of
the municipality’s risks and the challenges they are facing in managing the risks. All
the participants agreed that the governance of risks in the municipality is responsibility
of the Accounting Officer. Risk management is an integral part of management, thus
all managers should be responsible for the overall governance of risks in

municipalities.

6.5.3.2 Theme Two: Budget Planning

The questions that were asked under this theme are related to the following research
objectives: “To explore approaches for budget management improvement in
municipalities, and to determine the key measurements for budget management

improvement in municipalities”.
Question 2.1; What is your role in the budget planning process?
This question was answered by all the participants.

Respondent One: “My role is to kick start the budget process with the Chief Financial
Officer though the Integrated development plan, we prepare the draft budget which we
submit to council by the end of March, we undertake the public participation process,
by the end of May we must ensure that the budget for the next financial year is adopted
by council, and that the budget is balancing, and we also ensure that all budget policies
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are reviewed. So that is my responsibility as the Accounting Officer. But most of the

responsibilities by law are delegated to the CFO”

‘Because we are in a political environment, where there are councillors, the will be
different views between politicians and the administrators. Thus my duty as the
accounting officer is to ensure that those views are legal and comply with the MFMA,
and avoid illegal instructions. Before the budget can go to the council structures, the
budget forum must sit, and the budget forum composed of councillors and municipal

management”

Respondent Two: “As a Project Manager | just monitor the budget that is given to

me, planning is done by the Executive managers”

Respondent Three: “My role in budget planning process is to manage and ensure
that municipal Directorate / Departmental conditional grant funded projects maximise
funding synergies and align to Division of Revenue Act/Gazette/Frameworks/MFMA. |
also ensure that financial compliance of all grant funding applications as contained in
the Division of Revenue Act, National Adjustment Budgets and the various Provincial
Gazettes related to all conditional Grants. | also consult with internal Directorates and
external grant funder's, consolidate and provide the full spectrum of financial reporting
data as per the provisions of legislation as applicable to the different grant funds

received by the municipality.

‘As Grant funding Department, some challenges that we pick up from the
Directorate/units/ that implement the grants is that, some of the internal directorate do
not want to use the grant funds due to the reporting requirements from the transferring

departments. Due to limited funds some of the programmes/projects are discontinued”

Respondent Four: “As informed by Chapter 4 sections 21-26 of the MFMA, | am in
charge of the budget planning and implementation process for the department. This is
| do with the office of the GCFO. Some of the challenges we are faced with are skills
level of staff, political interference with the budget planning process, underspending of
the budget especially the Capital portion of the budget. The way we are overcoming
these challenges is by skilling our staff and politicians in ensuring they understand the
budget planning processes, they understand the legislative requirements relating to

budget planning process”.
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This question was to probe the involvement of the participants in the budget process
and to further identify challenges they might face in budget planning. All the
participants indicated that they are somewhat involved in the budget process from their
departments. However, some participants indicated that they do face challenges such
as such political interference, limited funds, etc. during the planning phase. According
to Olivier (2016:49), employees from lower to middle management should also be

involved and give input to management during the budget planning phase.

Question 2.2; What are some of the things that can be done to improve the

budget planning process?
This question was answered by all the participants.

Respondent One: “The officials must be qualified. Finance is a technical, thus officials
have to be qualified, they must be able to follow the MFMA to the latter and spirit.
Treasury will issue circulars every year, those circulars needs to be taken into account.
Key to that is the issue of public participation, the public must have views in relation to
the budget as the rate payers”.

Respondent Two: “Consult Supply Chain Management during planning phase.

Evolve other managers who do not deal directly with finance”.

Respondent Three: “The Directorates should be provided with budget guideline and
schedules earlier and have workshops and meetings before the budget planning

process”.

Respondent Four: “Key thing that needs to be done in improving budget planning
process is the continuous training of councillors/politicians for them to understand the
role which they are supposed to run within this process. Involvement of the community
when budget is taken to them for their further inputs (when going attending budget

imbizo’s you find less interest from their side etc.)”

The participants indicated that lack of skilled personnel to manage budgets impact
negatively of the performance of the municipalities. Processes should be in place to
ensure that staff undergo ongoing budgeting and financial reporting preparation in

order to successfully and efficiently discharge their responsibilities (Raza, 2014:67).
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6.5.3.3 Theme Three: Cash Flow Management

The questions that were asked under this theme are related to the following research
objectives: “To explore approaches for budget management improvement in
municipalities, and to determine the key measurements for budget management

improvement in municipalities”.
Question 3.1; When do you submit cash flow projections to treasury?
This question was answered by all the participants.

Respondent One: “We submit the draft Service Delivery Budget Implementation Plan,
and the IDP with projections before the end of March to Treasury for comments.

Treasury will bring back comments about the compliance”.
Respondent Two: “We submit them on quarterly basis”.

Respondent Three: “The ideal time is 90 days before the new financial year budget
is approved and it give treasury enough time to give their comments back to the

municipality before the final budget is approved”.

Respondent Four: “Due to issues of having to closely monitor the status of “going
concern” of the municipality”. As the city we agreed that all of the departments must
on a monthly basis submit cash flow projections to the office of the GCFO. Then the
office of the GCFO submit quarterly, half yearly and yearly it’s status to the Provincial
and National Treasuries as informed by Ch. 3 and sections 7-13 of the MFMA. These
are ideal timelines for us as the City and the respective department as it assists with
closer monitoring of cash flow management during these difficult times of all

municipalities being also impacted upon by the pandemic”.

This question was to probe the ideal time when the municipalities submit their cash
flow projections to treasury. All the respondents indicated that they submit the
projections 90 days before the start of the new financial year as require by the MFMA.
This process is done After the municipality have table the draft budget to council before
the end of March as per section 16(1)(2) of the MFMA.

Question 3.2; How often do you refer to your cash flow projections before

committing the funds?
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Respondent two did not respond to this question.

Respondent One: “The Cash Flow has to be monitored on a monthly basis. We

consult the projections for both revenue and expenditure on monthly basis”.

Respondent Three: “There are few Directorate/department from my 8-year
experience in Municipal Finance, most of the time they do cash-flow projection in order

to comply”.

Respondent Four: “As a department within the municipality this is done on a monthly

basis”.

All the participants who responded to this question indicated that they refer to the cash
flow projections regularly. It is imperative that municipalities prepare realistic cash flow
projections before the beginning of each fiscal year. The achievement of these
projections must be monitored on a monthly basis using monthly cash flow statements

or reports.

Question 3.3; What is the importance of cash flow management to

management?
This question was answered by all the participants.

Respondent One: “Cash Flow Management assist us to get an indication of whether
or not we are meeting the targets of revenue to be collected. Also one has to look at
the cash flow and the expenditure so that one can adjust the expenditure if the cash

flow is very low’.

Respondent Two: “Cash flow management is important because it is the lifeblood of

management’.

Respondent Three: “Cash management ensures that a municipality has adequate
processes and procedures to collect its revenue and is able to meet its obligations as
they fall due”.

Respondent Four: “Assist management with proper decision making related to cash
and investment management. Also assist management in terms of how to prioritise

policies impacting on strategies and project implementation”.
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All the participants stated that cash flow management is an important tool in managing
financial resources in municipalities. Effective cash management is important to the
extent of enabling municipalities to meet its service delivery obligations. The more a
municipality knows about its cash position, the better the forecast and planning for

excessive and/or unexpected expenditure.

Question 3.4; If you think cash flow management could be improved, how do
you think this could be done?

Respondent two did not respond to this question.

Respondent One: ‘It has to be improved because that is the life-blood of the
municipality. If the is no money coming in, and if the money is not used for what it is

budgeted for the municipality will collapse”

Respondent Three: “Yes cash flow management can be improved by Municipalities
by developing appropriate policies and procedures that will ensure the safe and
efficient handling of public funds which would enable the cash and amounts due to a
municipality being collected and promptly banked”.

Respondent Four: “Key is to collect anticipated revenue the moment revenue

accrued has been realised then proper cash flow management could be improved”.

The participants that took part in this question believe that cash flow management can
be improved in local government. They cited issues of policy and procedure that needs
to be developed to regulate cash management in municipalities. Ineffective processes
and monitoring of cash flow management systems affect the survival of a municipality
(Belobo et al., 2014:227). Municipalities should have realistic strategies to manage

cash flow in order to achieve sustainability and survival (Myeni, 2018:5).

6.5.3.4 Theme Four: Revenue and Expenditure Management

The questions that were asked under this theme are related to the following research
objectives: “To explore approaches for budget management improvement in
municipalities, and to determine the key measurements for budget management

improvement in municipalities”.

Question 4.1; Do you always adhere to the MFMA when it comes to revenue and

expenditure management?
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Respondent two did not respond to this question.

Respondent One: “Yes we are compliant. We submit all the necessary reports to

council structures, to National and Provincial Treasury each and every month”.

Respondent Three: “Yes, the municipality complies with section 64 and 65 of the

MFMA in its implementation of the revenue and expenditure management’.

Respondent Four: “Yes, as informed by sections 64 and 65 of the MFMA we are
adhere to proper revenue and expenditure management. By adhering to these
sections we assist by collecting monies due to the municipality and timeously paying

creditors due this in turn leads to appropriate reporting and running of the municipality”.

All the respondents who answered this question indicated that they do adhere to the
MFMA when it comes to revenue and expenditure management in their respective
municipalities. The MFMA is clear when it comes to revenue and expenditure
management, municipalities ought to manage revenue and expenditure in accordance
with the MFMA patrticularly section 64 and 65.

Question 4.2; What are your thoughts about the municipality’s expenditure in

relation to the budget?
Respondent two did not respond to this question.
Respondent One: “We consult the budget before we spend money”

Respondent Three: “My thought is that each manager or director should be
accountable and responsible on how its budget its spent. For example, in my
department, Grant Funding | am a representative for the Education, Training and
Development budget for the Department. So, | ensure the expenditure management
in the department by compiling a training implementation plan for a year, that would
show quarterly targets and cash-flow projections for the year. Furthermore, each
month | must report to the Education, Training and Development platform where

training and development issues are ventilated and scrutinized”.

Respondent Four: “Municipalities have always got challenges in spending the Capital
Budget (Capex) side of the budget. One of the major contributors of the Capex are

planning, supply chain management processes. As long as these are not improved
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upon (SCM and planning) then Capex will always be improved upon but currently it’s
still a challenge, and the consequences of underspending always lead to grant funding

being withheld/drawn by the Provincial and National departments”.

This question was to probe some of the things that the participants do to ensure that
the municipal expenditure is in line and within the budget. Some participants indicated
that they consult the budget before committing any funds. While one participant
indicated that some managers that are under his control do not consult the budget
before spending money, while others underspend on their budgets. That is concerning

because money has to be spent in line with the budget at all times.

Question 4.3; What are some of the things that you do to maintain revenue

management systems as required by the MFMA?
Respondent two did not respond to this question.

Respondent One: “We have a revenue enhancement strategy. We have rating bi-
laws. We have got revenue management policies which we use to collect revenue
when people are not paying. We are using a municipal system called muni-soft, which

assist us to evaluate our performance”.

Respondent Three: “As Grant Funding, firstly we ensure that the grants that are
issued by the National and Provincial Government form part of the approve budget as
per the MFMA and DORA. Secondly, | develop an excel spreadsheet that is informed
by the payment schedule from each grant. The payment schedules indicate when each
grants are going to be paid by National and Provincial Government, for example, the
Grant management spreadsheet would tell me in a certain month | am expecting a
R100 million from certain government departments and | did not receive | make a

follow up and if need be | escalate the matter to my Director”.

Respondent Four: “Try to the best of our ability to timeously collect monies/funds due
to the municipality. This we are able to do as the municipality by maintaining proper

billing systems and issuing of correct accounts to the municipal clients”.

The participants who responded to this question indicated that they have revenue
management enhancement strategies that assist them to maintain and improve their

revenue management systems. while others have billing systems that assist their
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municipalities to collect revenue timeously. According to Rakabe (2010:137),
municipalities should have revenue management systems in place in order to
effectively classify, collect, reconcile and record income which is generated by the

municipality from businesses and citizens for services rendered.

Question 4.4; What are some of the things that can be done to ensure that you
always adhere to the MFMA when it comes to revenue and expenditure

management?
Respondent one and two did not respond to this question.

Respondent Three: “Is to develop budget related policies and procedures that are

in line with the MFMA issues that deals with revenue and expenditure management.
Ensure that each finance official in each directorate have access to the policy and it
was workshopped. Furthermore, our unit will insure that the MFMA budget circulars

and shared to the relevant officials”.

Respondent Four: “Key is to train staff, communities and relevant users/clients with
municipalities about the importance of understanding the purpose of MFMA and the
fact that we all leave in a constitutional democracy which enforces us to adhere to

legislation/s’.

The participants that responded to this question indicated that policies and procedures
that deals with revenue and expenditure management should be developed to guide
municipalities. Employees should be trained on how to analyse and implement the
MFMA. Lack of revenue management systems and procedures affects how

municipalities budget for revenue and expenditure (Malobela, 2016:13).

6.5.3.5 Theme Five: Legislation
The questions that were asked under this theme are related to the following research
objective: “To determine the role of legislation in budget management in

municipalities”.

Question 5.1; In your opinion, what is the role of legislation in the management
of budgets?

Respondent One: “Legislation is critical because it guides us. We have to follow the

legislation. At National and Provincial levels, they follow the PFMA. And at the
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municipality we follow the MFMA which stipulates how issue of income and
expenditure must be managed. If you deviate from the act you are liable and you may

be disciplined and charged with financial misconduct”.
Respondent Two: “Legislation plays an important role in shaping the annual budget

Respondent Three: “The role of the legislation in the management of the budget, is
to provide guidance and direction with regard to budget management; and clarifies the

roles and responsibilities”.

Respondent Four: “Remember, the purpose of legislation is to ensure that sound,
sustainable management of municipal affairs including budget management are
maintained and secured. As far as | am concerned legislation doesn’t impose any
restrictions instead it is supposed to do the opposite, but the key challenge is that we
as implementers of the legislation we have limited understanding of it then we try to
circumvent it then it leads to endless challenges of being challenged for each and
every thing we have done because we didn’t implement it appropriately from the first

onset”.

This question was to probe whether or not there any restrictions arising from the
legislation. The participants indicated that there are some restrictions that aimed at
ensuring that municipal expenditure is credible such as section 18 of the MFMA. The
MFMA ensures that “all revenue, expenditure, assets and liabilities of those
governments are managed efficiently and effectively”. The MFMA is part of a number
of parliamentary acts that focus on robust financial management, and minimisation of

maladministration in municipalities (Imuezerua and Chinomona, 2015:359).
Question 5.2; How best can legislation support management of budgets?

Respondent One: “At the moment COVID-19 has exposed a lot of things. One of the
things that it has exposed is lack of solid revenue base as local government because
we depend on what we collect, and residents and businesses are not paying for
services, and the government is not paying for services. This leaves us in a precarious
situation where we have to eat from hand to mouth as local government. The
legislation must be able to assist us by getting more share from the National fiscus. At
the moment the constitution allows us to get equitable share, the equitable share is
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not enough. The must be more funding from the National government so that

municipalities can survive’.
Respondent Two: “By being more realistic and effective’.

Respondent Three: “The legislation can support the management of budget by being
clear on what is expected from the municipality, for which at this point it is clear, where
it is not clear the Municipal Budget Reporting Regulations and MFMA circulars are

there to give clarity”.

Respondent Four: “The moment we can take ownership of the legislation and

understand how to implement it then management of budgets could be easy’.

The participants indicated that the legislation should be clearer on how budgets should
be managed. While one responded suggested that municipal employees should take
ownership of the act and understand how to implement it. The Municipal Finance
Management Act should give a clear direction to municipalities, municipal managers
and municipal employees in general on how to effectively manage financial resources
(Reddy, 2016: 2).

Question 5.3: “Do you think there is a disjuncture between the demands of the

employees and provision of the Act?”

Respondent One: “I would not say the is a disjuncture. It is a principle of supply and
demand. You will find that the demands from the communities are more than the
available resources. Financial resources that are available for municipalities are

limited.
Respondent Two: “Yes, there is a significance between the two”.
Respondent Three: “Personally | think there no disjuncture”

Respondent Four: “The disjuncture comes into play when employee’s challenges

without facts the provisions of the Act’.

Some participants agree that the is a disjuncture between the act and demands of the
employees, and powers of managers/ employees are restricted by the Municipal Act.
While others believe that the is no disjuncture, but a principle of supply and demand.
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According to Imuezerua et al. (2015:366), municipalities should strictly comply with the
MFMA and the approved budget to avoid irregular, fruitless and wasteful expenditure.

6.5.3 Summary of the qualitative analyses

The interviews revealed that all the participants are occupying management positions
and are budget holders in their various departments. Some of the interviewees
indicated that they have effective risk management systems. while some interviewees
raised questions about the effective management of cash flow in their municipalities.
One should draw conclusions from the interview survey that legislation (The MFMA)
plays an important function in management of resources in municipalities, and all the
employees and stakeholders of municipalities should own and implement the

legislation effectively.

From the respondent’s point of view, employees who deal with budgetary
management must be trained on a regular basis and be re-skilled about managing
budgets and finances to sustain the municipalities. The effectiveness of budget
management can only be realised through skilled and committed employees who will

ensure that the municipality performs well financially.

From the management point of view, the findings revealed a variety of factors
influencing the management of budgets in municipalities such political interference
and maladministration. Effective budget and financial management prevents misuse

of financial resources, particularly in public organisations (Pimpong, 2017:61).

6.6 SUMMARY

The main findings of this study that emerged from the quantitative analyses are
highlighted in this section. SEM was used to analyse the quantitative data in order to
determine whether or not the model fits the data. Thus, the model was tested for
fit using statistics that are acceptable for SEM fitness. The fit statistics (indices) are
presented in Table 6.32. and show that the model fits the sample data. The
independent variables and the dependent variable were all valid; SEM was created for

each independent variable and dependent variable.
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The findings from the main model presented in section 6.3.2 can be summarised as
follows in terms of the paired independent variables:
e There is a strong and positive relationship between Risk Management and
Cash Flow Management;
e There is a strong and positive relationship between Budget Planning and Cash
Flow Management;
e There is a strong and positive relationship between Revenue and Expenditure
Management and Risk Management;
e There is a strong and positive relationship between Budget Planning 1 and

Budget Planning 2.

For the purposes of validating the model, interviews had to be conducted with senior
and middle managers from the selected municipalities. Thus, the qualitative data from
the interviews were analysed in this chapter using content analyses. Four interviews
were conducted with four managers from three selected municipalities in three

different provinces.
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CHAPTER SEVEN: CONCLUSIONS AND RECOMMENDATIONS

7.1 INTRODUCTION

A budget is seen as a vital management tool that contributes to the smooth operation
of an organisation, therefore contributing to its long-term viability. This study's major
research aim was to develop a framework for budget management for local
municipalities in South Africa. To achieve this objective, the study also aimed to

achieve the following secondary research objectives:

e To identify budgeting challenges encountered by managers in the delivery of
services in the selected municipalities.
e To explore approaches for budget management improvement in municipalities.
e To determine the role of legislation in budget management in municipalities.
e To develop an effective framework for budget management improvement in the
selected municipalities.
The above mentioned objectives were formulated in Chapter One, in section 1.3. A
guestionnaire was used to collect data in order to achieve the above mentioned
objectives. The data collected from the survey was analysed using Structural Equation
Modeling to assess whether the data fits the proposed model (goodness-of-fit). In
addition, descriptive statistics were used to analyse the demographic data collected.
This study contributes a valuable model that can be used by all municipalities in South
Africa at large towards financial, budget management and governance in local

government in general.

7.2 CHAPTER SUMMARY

The goal of this study was to understand the role of budget management in service
delivery in order to develop a framework for budget management. The research thesis
is subdivided into seven chapters in order to explain the context of the research, the
problem statement, the research goals, the research design, ethical concerns, the
operational concepts used in the analysis, the results of the analysis and their

implications. The chapters of this study are summarized as follows.

Chapter One: Scope of the study: The study and the research topic were introduced,

followed by the articulation of the research problem and the statement of the need for
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the research to be conducted. The proposed method of the study and the expected
outcome were briefly introduced and discussed.

Chapter Two: An overview of service delivery in South Africa

In this chapter literature on the nature, debates and challenges faced by municipalities
and residents relative to service delivery was reviewed. The concept local government
was defined and discussed together with the state of service delivery in South African
municipalities, and the role of the constitution in local government. The role of the local
government sphere in the delivery of services was also discussed.

Chapter Three: Literature review

In this chapter literature related to budget management in municipalities was reviewed.
The following were considered: the importance of budgeting in an organisation; the
budgeting process in municipalities; types of budgets used in municipalities;

responsiveness of the budget; credibility of the budget; sustainability of the budget.
Chapter Four: Conceptual Framework

In this chapter theories of local government were explored in order to afford a
conceptual understanding of the local government. Thus the following topics were
addressed in this chapter: theoretical framework; existing budget model in the
municipality; and new budgeting model.

Chapter Five: Research Methodology
The research premise, research approach, and research methodologies used in the

study were discussed in detail in this chapter.

Chapter Six: Data presentation, analysis and interpretation:
The results of this study were presented and analyzed in the form of graphs, tables
and Structural Equation Modeling in this chapter.

Chapter Seven: Conclusions and recommendations

The thesis concludes by explaining the study's findings, offering some suggestions

and outlining the study’s constraints as well as future repercussions.
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7.3 CONCLUSIONS BASED ON THE RESEARCH OBJECTIVES

7.3.1 Revisit research objectives

The main objective of this study was to develop a framework for budget management
for local municipalities in South Africa. As such, to achieve this objective, SEM was
used to test whether the data (i.e. the information obtained from 261 municipal
employees) fits the model. It was found that the data fits the model with the p<0.05.

Table 7.1 presents the hypotheses that were advanced and tested in this study.

Table 7. 1: Hypotheses

Ha A relationship exists between Budget Planning and effective budget management
H2 A relationship exists between Revenue and Expenditure Management and
effective budget management.

HsThere is a relationship between Legislative Consideration and effective budget
management.

Hs There is a relationship between Risk Management and effective budget
management.

Hs A relationship subsists between Cash Flow Management and effective budget
management.

(Source: Author)

The hypotheses stated in table 7.1 were tested using various statistical tests in SEM.

The findings from this testing were presented in Chapter Six.

7.3.2 Confirmation of the model

The conceptual framework constructed in chapter One and the hypotheses that were
developed (see Figure 1.1) were tested using various statistical tests in SEM. SEM
was the main statistical method that was used to determine the regression weights,
the significance of the links between the constructs (the dependent and independent
variables). The relationships that were identified by the study are illustrated in Figure
7.1 below.
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Figure 7. 1: Final Conceptual Model

(Source: IBM SPSS AMOS SEM)

Hi There is a relationship between Budget Planning and effective budget
management. SEM indicated that Budget Planning in municipalities has a very low
impact on Effective Budget Management at .02 and .04 respectively. However, since
the two constructs (budget planning 1 and budget planning 2) were created by factor
analysis have a positive relationship (see figure 7.1), the hypothesis remain the same.
It is concerning that the municipal officials who participated in this study do not believe
that planning is a crucial element of effective budgeting. Planning in budgeting is the
process that helps municipal managers to determine short-term goals, and daily
activities and operations the municipality, and also to formulate long term plans
(Hanabe et al, 2018:168). For financial and non-financial resources to be allocated
effectively, municipal officials and management need to plan carefully for how these
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resources will be utilized. Table 7.2 below indicates the results of the above mentioned

hypothesis.
Table 7. 2: Hypothesis 1
Path Estimate | P Significance
Level
Budget Planning 1 | Effective Budget | .024 .693 | Not accepted at
Management p>0.05
Budget Planning 2 »| Effective Budget | .045 489 | Not accepted at
Management p>0.05

Source: Author
Based on Table 7.2, hypothesis 1 was not supported for the municipalities studied,

because the p>0.05.

H2 There is a relationship between Revenue and Expenditure Management and
Effective Budget Management. Based on this hypothesis, the results (SEM) indicated
that, in the municipalities surveyed, Revenue and Expenditure Management has some
impact on Effective Budget Management at 0.12. Rakabe (2010:137) recommends
that municipalities should have revenue management systems in place in order to
effectively classify, collect, reconcile and record income which is generated by the
municipality from businesses and citizens for services rendered. Malobela (2016:13)
supports this recommendation noting that lack of revenue management systems and
procedures has a negative effect on how municipalities budget for revenue and

expenditure. Table 7.3 below indicates the results of the above mentioned hypothesis.

Table 7. 3: Hypothesis 2

Path Estimate | P Significance
Level
Revenue & Effective Budget | .121 .076 | Partially
Expenditure Management accepted at
Management p>0.05

Source: Author
Table 7.3 indicates that hypothesis 2 was partially supported p>.076, the rule state
that p-value should be p>0.05.

HsThere is a relationship between Legislative Consideration and effective budget
management. SEM indicated that in the municipalities surveyed Legislative
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Consideration has a negative impact to Effective Budget Management at -0.02 and
thus, this hypothesis was not supported.

In any organisation compliance and application of rules, policies, statutes or legislation
is an import key performance area for all employees. In the context of South African
municipalities, the Municipal Finance Management Act gives a clear role to
municipalities, municipal managers and municipal employees in general on how to
effectively manage financial resources (Reddy, 2016: 2). Table 7.4 below indicates the

results of the above mentioned hypothesis.

Table 7. 4: Hypothesis 3

Path Estimate P Significance
Level
Legislative — EBM -.023 .657 Not accepted at
Considerations p>0.05

Source: Author
Table 7.4 indicates that the relationship between legislative consideration effective

budget management was not supported with the p>0.05.

Hs There is a relationship between Risk Management and effective budget
management. The results showed that in the municipalities surveyed risk management
has a significant influence on Effective Budget Management at 0.27. Risk
management is an unavoidable function within a municipality. If not managed
effectively, risks can lead to financial losses for the municipality (Meyer, 2014: 163). It
is commendable that the respondents see risk management as an important construct
that contributes positively to effective budget management. A well-run municipality
should have a fully-fledged risk management section that has a risk management
manager and risk management officer (Jonathan et al., 2019:119). Table 7.5 below
indicates the results of the above-mentioned hypothesis.

Table 7. 5: Hypothesis 4

Path Estimate | P Significance
Level
Risk Management _* Effective Budget | .273 Fxk Accepted at
Management p>0.05

Source: Author
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Based on Table 7.5 the relationship between risk management and effective budget
management was supported and accepted at a significance level of p<0.05.

Hs There is a relationship between Cash Flow Management and effective budget
management. As presented in Chapter Six, SEM created two constructs for this
variable. The results indicated that (Cash Flow Management 1) has a negative impact
on Effective Budget Management at -0.13 and (Cash Flow Management 2) has a great
impact on Effective Budget Management at 0.36. Cash flow management is an
important function that tells management when and how to avoid a deficit. When a
municipality is experiencing poor cash management it might not survive (Belobo et al.,
2014:227). Municipalities should have realistic strategies to manage cash flow in order
to achieve sustainability and survival (Myeni, 2018:5). Table 7.5 below indicates the

results of the above-mentioned hypothesis.

Table 7. 6: Hypothesis 5

Path Estimate | P Significance
Level
Cash Flow .| Effective Budget | .128 .039 | Accepted at
Management 1 ~| Management p>0.05
Cash Flow » Effective Budget | .364 Fhkk Accepted at
Management 2 Management p>0.05

Source: Author

Based on Table 7.5, the relationship cash flow management and effective budget
management was supported and accepted at a significance level of p<0.05. The
revised and final model is illustrated in figure 7.2 below.
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Figure 7.2: The Final Model
(Source: Author)
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Thus, the following conclusions are drawn based on the revised model:

e The role of lower level employees in relation to budget planning is critical to
effective budget management.
e The actions and role of management in relation to budget planning has an

impact on how budgets are effectively managed.

7.3.3 Conclusions on the budgeting challenges

The first secondary (theoretical) objective was to compile a literature review of
challenges faced by municipal managers in the delivery of services in their respective
municipalities. In Chapter Two this literature was discussed. The literature unpacked
a number of challenges that municipal managers and employees face when it comes
to managing budgets. For example, Ntliziywana (2017:17) identified the following

challenges in relation to budget management in municipalities:

e Poor accountability by municipal officials.

e Lack of communication with residents.

e Political interference in the administration.

e Political instability.

e Fraud and corruption.

e Poor budget and financial management.

e Lack of skilled employees.

e In some instances, the budget approved by council is not realistic.

e Lack of support from council and top management

The above-mentioned challenges are major reasons why South Africa continues to
experience violent service delivery protests. Municipalities do not only have a duty to
render services to residents, but they also have a duty to ensure that they improve the
living standards of these residents (Molefe, 2015:1). Effective budget management
can be measured by optimal utilization of resources. From the literature reviewed it
was also discovered that municipalities struggle to meet their constitutional obligations

(service delivery) due to mismanagement of budgets.

Therefore, it is inferred that budget management is an important factor in an

organisation and should be managed with diligence if quality services are to be
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provided by municipalities (Nair et al., 2014:551). Ineffective budget management can
have a huge influence the way wherein services are provided to residents (Ngcamu,
2019:3).

Furthermore, the empirical study found the following in relation to this objective
(Identify budgeting challenges encountered by managers in the delivery of services in

the selected municipalities).

e Legislation restricts municipal managers and employees from executing
activities.

e Statutes have an important part in financial management in municipalities.

e Lower-level staff members and some middle managers are not in charge of
planning at their workstations.

e Senior management directs how the budget is spent.

e Some managers and employees lack financial and budgeting skills and

knowledge.

7.3.4 Conclusions on approaches to budget management

The second secondary (theoretical) objective was to compile a literature review on
common approaches to budget management improvement in municipalities. These
approaches were discussed in Chapter Three. This chapter presented the finding that
the South African Government, through its Treasury Department, implemented the
Medium-Term Expenditure Framework (MTEF) in the 1998/1999 financial year
(Pearson et al., 2016:16).

Municipalities in South Africa are expected to plan their budgets by utilizing the MTEF
budgeting process. MTEF is an important instrument for assisting and improving
budget planning in municipalities and that brings resources, policy issues and

municipal programmes together (Gollwitzer, 2010:5).

The literature reviewed emphasised that budgeting in municipalities should be
initiated, created, organised and regulated by municipal employees who possess the
necessary skills to manage financial resources, using management tools such as a
budget (Molobela, 2016:263). Without skilled employees (people), there would be
mismanagement of financial resources (Laubscher, 2016:63).
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7.3.5 Conclusions on the role of legislation in budget management

The study intended to explore the role of legislation in budget management in
municipalities. This objective was discussed in Chapters Three and Four. It was found
that, the budgeting process in South African municipalities is guided by the
Constitution. Statutes such as the Constitution, MFMA and the MSA play a critical role
in budget and financial management in municipalities (Olurankinse, 2012:14; Hanabe
et al., 2018).

There are procedural systems that affect the mayor's position in budget management
matters. Table 7.2 presents sections of the Municipal Finance Management Act 56 of

2003 in relation to the role of a mayor in the budget process.

Table 7. 7: The role of a mayor

Co-ordination Section 21 of the MFMA
Non-compliance Section 27 of MFMA
Budget processes Section 53 of the MFMA
Other responsibilities Section 53

(Source: Author)

The four roles shown in Table 7.2 focus on issues such as budgetary management,
linking strategies to budgets, budgeting planning and risk management. In addition to
roles performed by the mayor, all municipal officials have equally challenging roles
that require them to implement and comply with the Municipal Finance Management
Act. The Municipal Finance Management Act provides the basis for sound financial

and budget management in municipalities (Schick, 2007, 111).

7.3.6 Conclusions on the development of budget management framework

The accomplishment of this objective is shown in the findings presented and discussed
in Chapter Six. These findings stemmed from the empirical research that was carried
out in the three selected municipalities. Exploratory factor analysis was conducted
using SEM, the findings showed that the data fit the proposed model that was

constructed in SEM.
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7.4 RECOMMENDATIONS

According to the findings of the literature review and the empirical study, the following
recommendations are made with the aim of helping to improve the quality of budget
management in the selected municipalities, and perhaps also in other South African

municipalities.

7.4.1 Risk Management

Risk management in municipalities is still in its infancy, so efforts to improve the
organizational culture of risk management must be prioritized (Nel, 2019). Emerging
from the results of this study, the following recommendations are advanced:

e A municipal risk management committee should be chaired by an external
person.

e The risk management committee should have all the Executive managers such
as the Chief Financial Officer, the Executive of Corporate Services, the
Executive of Infrastructure, the Executive of Local Economic Development and
the Executive of Community services that will report to Council.

e All employees need to be fully aware of the risk management policy.

¢ Risk management should be classified as an important function that will assist
municipalities to avoid non-compliance in regard to service delivery.

e Municipalities should use risk management as a management tool to minimize
maladministration.

e Municipalities ought to conduct risk assessments in relation to budgeting on an
ongoing basis.

e Municipal management should ensure that there is constant risk monitoring in
municipalities.

e Management should have procedures in place that unsure accurate, timely, and

appropriate disclosure of specific and open risks to all stakeholders.

Numerous variables influence risk management in the public sector, including change
in a volatile and challenging environment, reliable threat intelligence, and the
knowledge and skills required to assess opportunities and risks that may adversely
impact service delivery (Nel, 2019). Risk management is a full-fledged aspect of

management and a subset of the general management discipline (Myeza et al., 2021).
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To ensure the effective implementation of risk management systems, municipal
management must allocate adequate financial resources for risk management
(Rossouw, 2018).

7.4.2 Effective Budget management

South Africa’'s move from the apartheid system pre 1994 to a democratic system post
1994 paved the way for institutional reform. While this step paved the way for effective
governance and robust budget and financial management, municipalities are still
struggling to manage their budgets. Thus, itis recommended that municipalities should

ensure that:

e The budget is fully aligned with the IDP and Service Delivery and Budget
Implementation Plan.

e The budget is fully integrated with the procurement systems.

e Itis recommended that municipalities ensure that a funded and credible budget
is maintained for each financial year.

e Proper record keeping of Council decisions for the implementation of the budget
should be encouraged.

e All employees are continuously trained and capacitated to manage and monitor
budgets.

e As financial and budget management are technical, the municipalities should
employ qualified people with the appropriate qualifications.

e Residents are thoroughly aware of municipal actions and programmes,
budget, and any changes thereto, and that budget assessment reports are
presented on at least a quarterly basis.

e The budget is monitored and reviewed continuously as required by the
Municipal Finance Management Act.

¢ In planning its budget, the budget is geared towards providing effective services
to residents.

¢ All managers and employees who are involved in budget management attend

and participate in budget meetings.

Managers and all the employees tasked with budget execution should attend a

financial or budget management course at least once a year in order to comprehend
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the ever-changing accounting and reporting standards (Benito,2015; Monacelli, 2016).
Su'un (2020) and Rios (2018) recommends that, red tape must be reduced to allow
managers and employees to be the creators of their own budgets at their cost-centres

to effectively manage them.

7.4.3 Legislation and policies

Effective implementation of the MFMA can contribute to improvement in the general
performance of a municipality and in its financial performance (Enwereji et al., 2019).
However, effective implementation of the Municipal Finance Management Act
depends entirely on the willingness and ability of accounting officers and all municipal

officials. Since legislation is critical in managing budgets, it is recommended that:

e Measures be taken by municipalities to persuade all employees to adhere to
legislation and policies.

e Because national and provincial governments issue circulars and directives,
municipal employees must be able to interpret and apply them.

e Municipalities should use legislation and regulations for planning and growth
purposes.

e Municipal employees should avoid inappropriate instructions from politicians.

e Legislation should be amended to allow municipalities to obtain more financial
resources from the national government. The ‘equitable share’ that
municipalities are getting as directed by the constitution is not enough, because
some residents and some businesses, and also some government

departments, are not paying for municipal services.

To avoid a disastrous performance of municipalities, Sibanda (2020); Malefane (2009)
recommends that, legislation and policies in municipalities should be implemented by
both management and employees in general in their respective departments. It could
also be useful for all staff members of the municipalities to be constantly educated and

trained on how to analyse and apply legislation (Van der Berg, 2020).

7.4.4 Revenue and expenditure management
It is imperative that municipalities comply with the MFMA and other treasury
regulations and policies when it comes to revenue and expenditure management.

According to Manyaka (2014), municipalities are required by law to collect their own
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revenue. Municipal revenue strategies are ineffective because they struggle to collect
revenue, resulting in a large debtors' book (Chauke & Sebola, 2016). In light of what

is said above, the study recommends the following:

e Municipalities first they increase the revenue base and then they establish
measures to increase the revenue base to establish income-generating
initiatives.

e The municipality must strictly follow the existing rules, regulations and
procedures in order to enhance revenue collection and management.

e The municipalities should ensure that the administration of revenue is done in
an open, accountable, and equitable manner.

e All the employees involved in revenue management must keep records of
collected and anticipated revenue up to date.

e Municipal managers must ensure that all monies owed and due to the
municipality are collected timeously.

e All funds are immediately deposited into the municipality's main bank account.

e There should be a clear and realistic revenue enhancement strategy.

e There should be a revenue management policy which guides the collection of
revenue from residents who are not paying for municipal services.

e At least once a week, the municipality should reconcile all revenue collected,
including revenue earned from any collection agencies acting on its behalf.

e Municipalities should increase capacity and be willing to implement credit
control.

e Municipalities monitor expenditure diligently. To do this, expenditure should be
captured and classified correctly.

e MEC for local Government, Mayor and AG should all be informed of
unauthorized, irregular, fruitless and/or wasteful expenditure regularly as
required by the MFMA.

e Municipalities should strive to maintain a collection rate of 95% of its revenue.

Chitiga-Mabugu and Monkam (2013); Ncube, M. and Monnakgotla (2016)
acknowledges that, the ability of a municipality to manage its revenue and
expenditures determines its capacity to improve economy growth and reduce poverty.

Municipalities should improve its fiscal capacity and minimize the over reliance on
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conditional and unconditional grants from the National fiscus (Monkam, 2014; Chitiga-
Mabugu et al., 2013).

7.4.5 Cash Flow Management

In relation to this variable the following recommendations are advanced:

e Cash flow projections must be submitted to the relevant treasury at least three
months before the beginning of the new financial year.

e The cash flow for both revenue and expenditure should be reviewed on a
monthly basis so as to comply with the targeted plans.

e Municipalities should use money for what it was budgeted for, in order to avoid
deficits that might lead to the collapse of the municipalities.

e |tis recommended that the cash coverage ratio of at least one month be done

in order to allow the municipality to develop good fiscal health.

Many municipalities are confronted with the challenge of cash flow deficits as a result
of misaligned cash flow-in and flow-out schedules (Belobo, 2014). Su (2018) confirms

that Cash flow misalignment is a common problem in many municipalities.

7.5 LIMITATIONS OF THE STUDY

The research was limited to three selected municipalities. Thus, the findings or results
of this study cannot be applied to other municipalities. Furthermore, the sample
population was limited to employees who manage or are directly involved in the budget
process. It would have been ideal to conduct the study in more municipalities. The
overall model is significant, however there are three single constructs that are not
significant, with a larger sample size the results might change. There is thus a need

for further research on the topic in more municipalities.

Furthermore, is was difficult to do so due to unwillingness of municipalities to
participate in the study. Furthermore, it was difficult to access a large sample due to
the lockdown resulting from the COVID-19 pandemic, as most municipal employees
were at their places of residence and did not have access to computers to complete
the online survey. The study used the quantitative approach, thus, it would be
interesting to see the results of the similar study if it can be triangulated by another

researcher.
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7.6 POLICY IMPLICATIONS

This study's results may be extremely significant for South African municipalities to
effectively manage their budgets. Decision-makers in South African municipalities are
dealing with bottlenecks in service delivery as well as fiscal problems due to the lack
of structured budgeted management frameworks in South African municipalities. The
South African Constitution has been in existence for 25 years, however, some
municipalities still fail to implement it (Hanabe et al., 2018). Some communities still
live under bad conditions due to a lack of basic services. Lack of effective budget and
financial management skills by municipal officials has contributed immensely towards

this problem.

A budget reflects policy implementation decisions in municipalities and government
departments (Monnakgotla, 2016). Thus, an effective budget management model can

be used to redress those challenges and imbalances.

The recommendations of this study If acted upon by municipalities, might have the
potential to have a big impact on how lower-level employees and managers utilize
budgets as an effective managerial instrument. The model offers new solutions to
assist communities in successfully managing their budgets to provide services such
as protection, wellness, and housing supply, as well as water, sanitation, and waste
collection, and electrical services. roads, infrastructure, and urban economic growth

(LED) to increase residents' quality of life.

The study does not question the MTEF used by the South African Government
(National Treasury and Provincial Treasuries). The purpose of the MTEF is to allocate
financial resources to government departments and municipalities using an
incremental budget approach. The MTEF does not guide managers on how to manage
budgets, it only focuses on the allocated budget. This budget management model will
guide managers and municipal employees in general on how to manage budgets after
the budget (MTEF) has been approved by the municipal council and the relevant
treasury. Hence the model proposed key variables such as Budget planning; Risk
Management; Cash Flow Management; Revenue and Expenditure Management; and

Legislation Consideration.
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The budget planning and legislation phases are applicable before the MTEF process
commences (Mpehle, 2015; Moradi, 2015). It is meant to guide municipalities on how
to plan for the allocation of financial and non-financial resources on the MTEF. While
risk management; cash management; revenue and expenditure management; and
legislation phases are applicable during the implementation and monitoring stages of
the budget.

7.7 CONCLUSION

The necessity of budgeting has been emphasized in the literature and has received
the most attention. Budgeting is a fundamental component of most organisations'
management systems. In South Africa, sound budget management practices are
important for municipal survival. Legislations, regulations and regulatory policies are
part of the regulatory structure for budget management in municipalities and
government in general. Poor implementation of legislation and policies can lead to

maladministration (Masegare & Ngoepe, 2018).

For budgets to be managed effectively, municipalities have to comply with these
regulations and statutes, and implement them as mandated by the supreme law of the
Republic. Without proper budgeting in municipalities, service delivery might be
negatively impacted. According to Hendriks (2018), municipal budgets play a
significant role in providing pro-poor services. Matlala and Iwuzeyimana (2020) adds
that, municipalities should be held accountable for their own financial planning and
budgetary processes. According to the MFMA, a credible, sustainable and responsive
budget must be prepared in accordance with the act for a municipality to ensure

financial long - term viability (Molobela, 2016).

In essence, inadequate budget management indicates weak management of
municipalities and, as a result, the institution's priorities in terms of its overall agenda
to satisfy the legitimate aspirations of the public for good governance will not be
achieved (Masekoameng and Mpehle, 2018). Van der Berg (202) posits that,
municipalities must focus on ensuring that municipal services are provided to the local
communities in a timely manner. The results of the study have somehow emphasized
that financial management, cash flow management, and risk management skills

should be emphasized to ensure that budgets are managed effectively.
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The study was initiated in response to evidence of budgetary problems in some South
African municipalities, with the aim of developing a budget management framework
for the municipalities surveyed in the research. The study has brought to light factors
that result in managers at various levels failing to manage municipal budgets efficiently
and effectively and concludes with recommendations for responding to these factors.
Taxpayers' money should be managed carefully and wisely to ensure that they get

guality services from the government with minimum resources.

Ruiters, and Matji (2016), some municipalities encounter difficulties in terms of
performance because council decisions to approve projects and budgets take far too
long. These difficulties stem from a lack of infrastructure funding, significant delivery
backlogs that have denied constituents the opportunity for a better life (Ababio, Vyas-
Doorgapersad & Mzini, 2008; Ajam, 2014).

A further pressing matter in South African municipalities in relation to audits conducted
by the Auditor General (Maluleke) is the continuation of negative findings previously
disclosed by the AG, which occurs on a yearly basis (Matlala et al., 2020). The findings
from literature that was reviewed on municipal audits indicates several municipalities
with outstanding audits is increasing significantly. This insinuates that municipalities
do not take the Constitution's and the Municipal Finance Management Act's reporting
requirements seriously. As a result, this transgression has an impact not only on

service delivery but also on the National government's development plans.

In 2012 the South African National government introduced a National Development
Plan (NDP) to outline the long-term plans for the government (Zitha et al.,2021). All
the spheres of government are required to link their strategic goals to the NDP. To
achieve vision 2030 of the NDP which is to alleviate poverty and inequality, the
government, municipalities in particular must be staffed with competent, skilled, and
committed employees in to deliver high-quality services to the citizens, and do so
consistently (Phago et al.,, 2014). Cumming et al., (2017) adds that, employee
commitment to completing a task is critical in ensuring that public organisations

perform well. This can be measured through effective budget management.

In summary this means that Employees response to Budget Planning, Management
Actions in Budget Planning, Revenue and Expenditure Management, Legislative
Consideration, Risk Management, Cash Flow Management: Compliance, and Cash
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Flow Management: Employees Perception are critical core variables for effective
budget management.

204



REFERENCES

Ababio, E., Vyas-Doorgapersad, S. and Mzini, L., 2008. Service delivery and under-
expenditure: strategies towards effective control of public funds. Journal of Public
Administration, 43(si-1), pp.3-15.

Abogun, S., Faghemi,T.O. 2012. The efficacy of budgeting as control measure in
developing economies: A study from Nigeria. Asian Social Science, Vol 8(1): 176-182,
January.

Adler,R.W.,Reid,J. 2008. The effects of leadership styles and budget participation on
job satisfaction and job performance. Asia-Pacific management accounting journal.
Vol 3(1): 21-46.

Ahmad,F.,Abbas,T., Latif,S., Rasheed,A.2014. Impact of Transformational Leadership
on Employee Motivation in Telecommunication Sector. Journal of Management
Policies and Practices. Vol 2(2):11-25.

Ahmeti, R., Vladi,B. 2017. Risk Management in Public Sector: A Literature Review.
European Journal of Multidisciplinary Studies. Vol 2(5): 323-329.

Ajam, T., 2014. Intergovernmental fiscal relations in South Africa. The Oxford
companion to the economics in South Africa. Oxford: OUP Oxford.

Allen,R., Chaponda,T., Fisher,L. and Ray,R. 2017. Medium-Term Budget Frameworks
in Selected Sub-Saharan African Countries. International Monetary Fund. Working
Paper.

Ambe, C.M. Evangelou, O. Govender, B. Koortzen, P.J. Ziemerink, J.E.E. 2008. Cost
and Management Accounting, 2nd Edition. Van Schaik. Pretoria.

Amemiya, S., Redish. A.D.2016. Manipulating Decisiveness in Decision Making:
Effects of Clonidine on Hippocampal Search Strategies. The Journal of Neuroscience.
Vol 36(3):814-827.

Archbald, D. 2013. Vision and Leadership: Problem-based Learning as a Teaching
Tool. Journal of Leadership Education. Vol 12(2):136-147.

Aren, A.O. and Sibindi, A.B., 2014. Cash flow management practices: An empirical
study of small businesses operating in the South African retail sector.

Asiamah, N., Mensah,H.K., Oteng-Abayie, E.F. 2017. General, Target, and Accessible
Population: Demystifying the Concepts for Effective Sampling. The Qualitative Report.
Vol 22(6): 1607-1621.

Aziz,R.F. 2013. Optimizing strategy for repetitive construction projects within multi-
mode resources. Alexandria Engineering Journal. Vol 52: 67-81.

Bates,C.2015. History of Organizational Theory. IPASJ International Journal of
Management. Vol 3(10):13-24.

205



Barling, J., Christie, A., & Hoption, C. 2011. Leadership. In S. Zedeck (Ed.), APA
handbook of industrial and organizational psychology, Vol 1: Building and developing
the organization. APA Handbooks in Psychology: 183— 240. American Psychological
Association.

Barret,C.,Breyer,R. 2014. The Influence of Effective Leadership on Teaching and
Learning. Journal of Research Initiatives. Vol 1(2):1-11.

Basdeo, M. 2012. The Impact and Dilemma of Unfunded Mandates Confronting Local
Government in South Africa: A Comparative Analysis. Africa’s Public Service Delivery
and Performance Review. Vol 1(2):51- 66.

Belobo, A.B., Pelser,F. 2014. Cash Flow Management: Assessing Its Impact on the
Operational Performance of Small and Medium Size Enterprises at the Mafikeng Local
Municipality in South Africa Prior to the Global Financial Crisis. Mediterranean Journal
of Social Sciences. Vol 5(27): 226-234.

Beinecke, R.H. 2009. Introduction: Leadership for Wicked Problems. The Innovation
Journal: The Public Sector Innovation Journal. Vol 14(1):1-17.

Benito, B., Guillamén, M.D. and Bastida, F., 2015. Budget forecast deviations in
municipal governments: Determinants and implications. Australian Accounting
Review, 25(1), pp.45-70.

Bishop,W.H. 2013.Defining the Authenticity in Authentic Leadership. The Journal of
Values-Based Leadership. Vol 6(1):1-9.

Bligh.M.C.2017. Leadership today. Springer International Publishers. Switzerland.

Bruwer,J., Holtzhausen,D. 2014. Accounting for non-accounts. Oxford University
Press. South Africa.

CIMA. 2004. A report on the Better Budgeting forum from CIMA and ICAEW.
http://www.cimaglobal.com/Documents/ImportedDocuments/betterbudgeting_joint.pd
f [30 March 2019].

Chauke, K.R. and Sebola, M.P., 2016. Revenue collection in South Africa: a
comparative analysis of South African Revenue Services and the South African
municipalities. Journal of Public Administration, Vol 51(3): 423-435.

Chen, J., Choi,J., Weiss, B.A., Stapleton,L. 2014. An empirical evaluation of mediation
affect analysis with manifest and latent variables using Markov Chain Monte Carlo and
alternative estimation methods. Structural equation Modeling. A Multidisciplinary
Journal. Vol 21(2): 253-262.

Cheruiyot,P.M., Oketch,J.R., Namusonge,G.S., Sakwa,M.2017. Effect of public
financial management practices on performance in Kericho county government,
kenya: a critical review. International Journal of Education and Research. Vol 5(12):
211-224.

206



Chlopczik, A. 2014. Magic Moments- Otto Scharmer’s Theory U and its implications
for Personal and Organizational Development. Gestalt Theory. Vol 36(3): 267-278.

Chychyla, R., Leone, A.J. and Minutti-Meza, M., 2019. Complexity of financial
reporting standards and accounting expertise. Journal of Accounting and
Economics, 67(1), pp.226-253.

Cloutier, O., Felusiak, L., Hill, C. and Pemberton-Jones, E.J., 2015. The importance
of developing strategies for employee retention. Journal of Leadership, Accountability
& Ethics, 12(2).

Coetzee, P., 2016. Contribution of internal auditing to risk management: Perceptions
of public sector senior management. International Journal of Public Sector
Management.

Constitution of the Republic of South Africa Act No. 108; 1996.Available from:
https://www.ru.ac.za/media/rhodesuniversity/content/humanresources/documents/e
mploymentequity/Constitution%200f%20the%20Republic%200f%20South%20Africa
%201.pdf. Accessed April 20, 2019.

Codesso, M.M, Lyrio, M.V.L., Lunkes, R.J., Pinto, HD. 2015. Budgeting practices in
the state of santa catarina, brazil. Business and Management Review. Vol 4(7): 585-
595.

Cox, A. Leadership and Management Roles: Challenges and Success Strategies.
AORN Journal. Vol 104(2):154-160.

Cronje,S.E. 2010. A Strategic Management model for the provision of Housing by the
City of Cape Town. PHD thesis. Business Faculty. Cape Peninsula University of
Technology.

Daft, R.L. Kendrick, M. & N, Vershinina.2010. Management. London: Cengage
Learning EMEA.

Danilina, E.l., Chebotarev, V.E., Reznikova, O.S. and Gorelov, D.V., 2016. Increase
of effectiveness of economy management in municipalities (Through the example of
energy conservation). International Review of Management and Marketing, 6(5S),
pp.197-205.

Danzinger, J.N. 2009. Assessing Incrementalism in British Municipal Budgeting.
British Journal of Political Sciences. Vol 6(3): 335-350.

Davis, F.D., Bagozzi, R.P. and Warshaw, P.R. 1989. User Acceptance of Computer

Technology: A Comparison of Two Theoretical Models. Management Science. Vol
35(8): 982-1003.

Deng, S., Peng, J. 2011. Reforming the Budgeting Process in China. OECD Journal
on Budgeting. Vol 2(1):75-89.

207



Devaul, G. 2020. Advantages and Disadvantages of Quantitative Research. Market
research techniques.

De Vesser,J.2009. Developmental Local Government in South Africa: Institutional
Fault Lines. Commonwealth Journal of Local Governance. Vol 2:7-25.

Dilger,R.J. 2020. Unfunded Mandates Reform Act: History, Impact, and Issues. CRS
Report. United States of America.

Draai, E. 2018. A Practical Introduction to Public Management. OXFORD
UNIVERSITY PRESS. South Africa.

Dubihlela, J. & Ezeonwuka, A. 2018. Compliance risks and business performance of
selected South African retail stores, case of emerging markets. Danubius University
Press. Vol 14(7): 1-12.

Dweba, Z.M. 2017. Assessment of the Role of Leadership in the Successful
Implementation of Performance Management: The Case of Municipalities in the
Eastern Cape. Journal of Public Administration. Vol 52(2): 408- 437.

Dynowska, J. and Cereola, S.J., 2018. Expectations Related to the Implementation of
Performance Budget in Municipalities. Olsztyn Economic Journal, 13(4), pp.475-486.

Dzomira,S. 2015. Governance and fraud risk management in the public sector in
South Africa. Public and Municipal Finance. Vol 4(3):25-36.

Ekeocha, P.C. 2012. An Analysis of the federal budgeting process in Nigeria:
Implications for Institutional reforms for achieving timeliness. Developing Country
Studies. Vol 2(2): 64-77.

Enwereji, P.C. and Uwizeyimana, D., 2019. Exploring the key factors that can enhance
municipal financial accountability in Africa: experience from South Africa. African
Renaissance, 16(Special Issue 3), pp.143-165.

Erdem, M. and Jiang, L., 2016. An overview of hotel revenue management research
and emerging key patterns in the third millennium. Journal of Hospitality and Tourism
Technology.

Etikan,l., Musa,S.A., Alkassim,R.S. 2016. Comparison of Convenience Sampling and
Purposive Sampling. American Journal of Theoretical and Applied Statistics. Vol 5(1):
1-4.

Fadun, O.S. 2013. Risk Management and Risk Management Failure: Lessons for
Business Enterprises. International Journal of Academic Research in Business and
Social Sciences. Vol 3(2): 225-239.

Fairholm, M.R.2009. Leadership and Organizational Strategy. The Innovation Journal:
The Public Sector Innovation Journal. Vol 14(1): 1-16.

208



Flick,U. 2011. Introducing Research Methodology: A Beginner's guide to doing a
research project. SAGE. Los Angeles. United States of America.

Folscher, A. Cole, N. 2006. South Africa: Transition to Democracy Offers Opportunity
for Whole System Reform. OECD Journal on Budgeting. Vol 6(2):1-37.

Fongar, C., Randrup, T.B., Wistrém, B. and Solfjeld, I., 2019. Public urban green
space management in Norwegian municipalities: A managers’ perspective on place-
keeping. Urban Forestry & Urban Greening, 44, p.126438.

Frank, B.P., James, O.K. 2014. Cash flow and corporate performance: A study of
selected food and beverages companies in Nigeria. European Journal of Accounting
Auditing and Finance Research. Vol 2(7): 77-87.

Franzese, M., Luliano, A. 2019. Correlation Analysis. Encyclopedia of Bioinformatics
and Computational Biology. Vol 1: 706-721.

Freeman, R.J., Shoulders,C.D., Allison, G.S. Patton, T.K., Smith,G.R.
2011.Governmental and Nonprofit Accounting: Theory and Practice, Update, 9th
Edition. Pearson.

Gage,T.,Smith.C. 2016: Leadership intelligence: Unlocking the potential for school
leadership effectiveness. South African Journal of Education. Vol 36(4):1-9.

Gao, C., Shi, D., Maydeu-Olivares, A. 2019. Estimating the Maximum Likelihood Root
Mean Square Error of Approximation (RMSEA) with Non-Normal Data: A Monte-Carlo
Study. Structural Equation Modeling: A Multidisciplinary Journal. Vol 0: 1-10.

Ghazzawi,K., Shoughari,R.E., Osta,B.E.2017. Situational Leadership and Its
Effectiveness in Rising Employee Productivity: A Study on North Lebanon
Organization. Human Resource Management Research. Vol 7(3):102-110.

Grimm, J.Q. 2018. Monthly Budget Planner: Budget Planning Journal Business Money
Personal Finance Journal Planning Workbook. CreateSpace Independent Publishing
Platform.

Fourie, M., Opperman, L. 2015. Municipal Finance and Accounting. Third Edition. Van
Schaick Publishers. South Africa.

Giltinane, C.L. 2013. Leadership styles and theories. Nursing Standard. Vol 27(41):
35-39.

Gollwitzer, S. 2010. Budget Institutions and Fiscal Performance in Africa. The
Graduate Institute of International and Development Studies. Geneva.

Grix, J. 2004. Foundations of Research. Second edition. Palgrave Macmillan. Great
Britain.

209



Gunnlaugson,O. 2014. Perspectives on Theory U: Insights from the Field: Insights
from the Field. Business Science Reference (an imprint of IGI Global). United States
of America.

Hanabe,L.D., Taylor,D., Raga,K. 2018. Developmental Local Government Budgetary
Reforms: A Case Study of a District Municipality. African Journal of Public Affairs. Vol
10(4):167- 180.

Hair,J.F., Hult,G.T.M., Ringle, C.M., Sarstedt, M. 2017. A primer on partial least
squares structural equation modelling (PLS-SEM). Second Edition. SAGE. Los
Angels.

Hasan,l.R., Agustang, A., Kahar, F., Tahir,H. 2019. “Super Service Delivery”: an
advanced conceptual model of one-stop service for wide administrative region.
Problems and Perspectives in Management. Vol 17(1): 190-201.

Helao,T. 2015. An evaluation of good governance and service delivery at sub-national
levels in Namibia: the case of the Oshana region. Doctoral Thesis. University of South
Africa.

Hendriks, C.J., 2018. Municipal financing for sustainable development: A case of
South Africa. Local Economy, 33(7), pp.757-774.

Herens M., Bakker EJ., Van Ophem J., Wagemakers A., Koelen M. 2016. Health-
Related Quality of Life, Self-Efficacy and Enjoyment Keep the Socially Vulnerable

Hersey, P. & Blanchard, K. H.1979. Situational Leadership, Perception and the
Impact of Power, Group and Organisational Management, 4 (4): 418-428.

Hill, M.A., Ireland, R.D., Hoskisson, R.E. 2007. Strategic Management:
Competitiveness and Globalization (Concepts and Cases) 7" Edition, Thomson
South-Western Publishers, Mason, USA.

Hjertsrom,H.K., Obstfelder,A., Norbye,B. 2018. Making New Health Services Work:
Nurse Leaders as Facilitators of Service Development in Rural Emergency Services.
Healthcare Journal. Vol 6(128):1-13.

Hooper, D., Coughlan, J. and Mullen, M. R. 2008. Structural Equation Modelling:
Guidelines for Determining Model Fit. The Electronic Journal of Business Research
Methods Vol 6 (1): 53 — 60.

Hunzicker,J. 2017. From Teacher to Teacher Leader: A Conceptual Model.
International Journal of Teacher Leadership. Vol 8(2):1-27.

IACOB,V.S. 2014. Risk management and evaluation and qualitative method within the
projects. ECOFORUM. Vol 3(1)(4): 60-67.

210



Imuezerua,E., Chinomona, E. 2015. Analysing the concept of municipal budgeting and
service delivery pattern in a South African Municipality. Mediterranean Journal of
Social Sciences. Vol 6(1): 359-367.

Isaac,L., Lawal, M., Okoli, T. 2015. A Systematic Review of Budgeting and Budgetary
Control in Government Owned Organizations. Research Journal of Finance and
Accounting. Vol 6(6):1-11.

lwu, C.G. 2012. A model of employee satisfaction amongst health-related
professionals in South Africa: The case of Western Cape Province. Thesis. Doctor of
Technology: Human Resource Management. Cape Peninsula University of
Technology.

Jacobs, N.P. 2019. Local Government Revenue Enhancement. A case study of
Umsobomvu Local Municipality. Master’'s Thesis. Faculty of Management Science.
Stellenbosch University.

Jamal,N. 2015. Options for the supply of electricity to rural homes in South Africa.
Journal of Energy in Southern Africa. Vol 26(3).

Jonathan,E., Mafini,C., Bhadury,J. 2019. Risk Management in Strategic Sourcing: An
African Perspective. International Journal of Supply Chain Management. Vol 8(5):119-
135.

Jordan, S. A, Ross, R.W and Westerfield, B. D. (2010). Fundamentals of corporate
finance (9th ed., Standard ed.). Boston: McGraw-Hill Irwin. p. 89.

Joseph,F.2017. Responsible leadership: A behavioural perspective. PHD thesis.
Department of Business Management. Singapore Management University.

Jowah,L.E. 2016. The impact of leadership styles on effective project execution. Sky
Journal of Business Administration and Management. Vol 4(3): 10-17.

Jowah, L.E. 2015. Research Methodology.3rd Edition. Jowah Publishers. Cape Town.

Jowah, L.E. 2013. Critical core competencies for effective strategic leadership in
project management. PHD thesis, Department of Business Management, Nelson
Mandela University.

Judge,T.A.,Piccolo,R.F.,Kosalka.T.2009. The bright and dark sides of leader traits: A
review and theoretical extension of the leader trait paradigm. The Leadership
Quarterly(20):855-875.

Kanyane, M. 2014. Exploring Challenges of Municipal Service Delivery in South Africa
(1994 — 2013). Africa’s Public Service Delivery and Performance Review. Vol 2(1): 90-
107.

Katr,S. 2018. Friendly Leadership in Modern Teamwork. Masters thesis, Department
of Leadership, Novia University of Applied Sciences.

211



Kaya, C.T., Turkyilmaz, M. and Birol, B., 2019. Impact of RPA technologies on
accounting systems. Muhasebe ve Finansman Dergisi, (82).

Kempster,S., Jackson,B., Conroy,M. 2011. Leadership as purpose: Exploring the role
of purpose in leadership practice. SAGE. Vol 7(3):317-334.

Khan,R.A.G., Khan,F.A.,Khan, M.A. 2011. Impact of Training and Development on
Organizational Performance. Global Journal of Management and Business Research.
Volll (7):63-68.

Khominich,I.P., Rybyantseva,M.S., Borodacheva, L.V., DIK,E.V., Afanasev,E.V. 2016.
Financial Management as a System of Relations of the Enterprise for Highly Efficient
Management of its Finances. International Journal of Economics and Financial Issues.
Vol 6(8):96-101.

Kioko,S.N., Marlowe,J., Matkina,D.S.T., Moody,M., Smith,D.L., Zhao,Z.J. 2011. Why
Public Financial Management Matters. Journal of Public Administration Research and
Theory. 113-124.

Kline,R.B. 2005. Principles and Practice of Structural Equation Modeling. Fourth
Edition. Guilford Press. New York.

Kline,R.B. 2011. Principles and Practice of Structural Equation Modeling. Third
Edition. Guilford Press. New York.

Kochik, S. 2011. Budget participation in Malaysian local authorities. Doctoral Thesis.
Ashton University.

Kolovich, L. and Loungani, P., 2018. Asia and Pacific. Fiscal Policies and Gender
Equality, p.33.

Koma,S.B. 2010. The state of local government in South Africa: Issues, trends and
options. Journal of Public Administration. Vol 45(11):111-120.

Koma,S.B. 2012. The Evolution of Developmental Local Government in South Africa:
Issues, Trends and Options. Journal of US-China Public Administration. Vol 9(1):53-
67.

Koma,S.B., Kuye,J.O. 2014. The synchronisation of the Integrated Development Plan
and Local Economic Development Policy in South African municipalities. African
Journal of Public Affairs. Vol 7(1): 94- 107.

Kotze,M. Self-leadership as an antecedent of authentic leadership. African Journal of
Public Affairs. Vol 9(2):87-101.

Krenjova, J., Raudla, R. 2013. Participatory Budgeting at the Local Level: Challenges
and Opportunities for New Democracies. Halduskultuur — Administrative Culture. Vol
14 (1):18-46.

212



Laubscher, L.H.2016. Challenges on financial control and accountability in South
African municipalities. Journal for New Generation Sciences. Vol 10(1):64-79.

Le Houerou, P., Taliercio,R. 2002. Medium Term Expenditure Frameworks: From
Concept to Practice. Preliminary Lessons from Africa. Working Paper. February 2002.

Lee, H.S., Betts, S., Anderson, J.R. 2015. Learning Problem-Solving Rules as Search
Through aHypothesis Space. COGNITIVE SCIENCE: A Multidisciplinary Journal. Vol
40:1039-1079.

Lussier, R.N. 2008. Management Fundamentals: Concepts, Applications, Skills
Development, 4" Edition. South Western, Cengage Learning. Mason. USA.

Mabuza, C.A. 2016. Factors that affect the implementation of the integrated
development plan (idp): the case of Molemole local municipality in Limpopo, South
Africa. Master’s Thesis. Faculty of Management and Law. University of Limpopo.

Madumo, O.S.2015. Developmental Local Government Challenges and Progress in
South Africa. Administratio Publica. Vol 23(2):153-166.

Mafunisa, M.J., Sebola, M.P., Tsheola, J.P. 2012. The question of service delivery in
South Africa— an editorial perspective. Journal of Public Administration. Vol
47(1.1):209-212

Maher, M.H., Fakhar, M.S. and Karimi, Z., 2018. The relationship between budget
emphasis, budget planning models and performance. Journal of Health Management
& Information Science, Vol 5(1): 16-20.

Malefane, S.R., 2009. Structuring South African municipalities for effective local
economic development (LED) implementation. Journal of Public Administration, Vol
44(1):156-168.

Malhotra, N.K. 2011. Basic marketing research. 4th ed. Eaglewood Cliffs, NJ:
Prentice- Hall.

Makitalo, A.2017. Leadership styles in the banking sector in Finland and in France.
Masters thesis, Department of Business Administration, Saimaa University of Applied
Sciences.

Makuwira,J. ,Haines ,R. 2014. Humanising leadership and management of non-
governmental development organisations. JOLMS. Vol 1(2): 145-156

Makwetu,K., (Auditor General of South Africa) 2017, Auditor-general reports marginal
improvements in local government audit results, media release, Pretoria, viewed 22
July, from  https://www.agsa.co.za/Portals/0/AGSAReports/MFMA201516/2015-
16%20MEMA%20media%20release.pdf

Mali-Swelindawo, B. 2016. A performance model for effective management of public
sector properties in South Africa. Doctoral Thesis. Faculty of Engineering, the Built
Environment and Information Technology. Nelson Mandela University.

213


https://www.agsa.co.za/Portals/0/AGSAReports/MFMA201516/2015-16%20MFMA%20media%20release.pdf
https://www.agsa.co.za/Portals/0/AGSAReports/MFMA201516/2015-16%20MFMA%20media%20release.pdf

Malefane, S.R.; Mashakoe, E.2008. Integrated development planning (IDP) and local
economic development (LED) in South Africa: The power twins. Journal of Public
Administration. Vol 43(3.2):473-482.

Malefane,S.R. 2008. Research in South Africa’s Local sphere of government. Journal
of Public Administration. Vol 43(4.1):708-724

Malgwi, A.A., Unegbu A.O. 2012. Budget in Nigerian Public Sector: Need for balanced
scorecard perspective. International Journal of Finance and Accounting. Vol. 1(2): 1-
6.

Mantha,V. nd. Factor analysis and multidimensional scaling. Unpublished Article.

Maphumulo, W.T., Bhungu,B. 2019. Challenges of quality improvement in the
healthcare of South Africa post-apartheid: A critical review. Curations. Vol 42(1): 1-9

Masekoameng, R. and Mpehle, Z., 2018. Financial sustainability of South African
state-owned enterprises: A case of Limpopo Economic Development Agency. London
Journal of Research in Humanities and Social Sciences, Vol 18(3): 21-32.

Masuku, M.M., Jili,N.N., 2019. Public service delivery in South Africa: The political
influence at local government level. Journal of Public Affairs. Vol 19(4): 1-7

Mathebula,N.E., Nkuna,N.W., Sebola,M.P. 2016. Integrated development plan for
improved service delivery: a comparative study of municipalities within the Mopani
district municipality, limpopo province. international journal of business and
management studies. Vol 8(1): 70-85

Mathebula,N.2014. Service Delivery in Local Government through Socio-Economic
Programmes: Successes and Failures of the Comprehensive Rural Development
Programme (CRDP). Mediterranean Journal of Social Sciences. Vol 5(20):132-140.

Matlala, L.S. & Uwizeyimana, D.E., 2020, ‘Factors influencing the implementation of
the auditor general’s recommendations in South African municipalities’, African
Evaluation Journal. Vol 8(1): 464.

Matsotso, M.L., Nyathi,M., Nakpodia, F.A. 2021. An assessment of budgeting and
budgetary controls among SMEs: Evidence from a developing economy. Journal of
Accounting in Emerging Economies.

Matthews,G.2017. Cognitive-Adaptive Trait Theory: A Shift in Perspective on
Personality. Journal of Personality.Vol 8(1):1-15.

Masiya, T., Davids, Y.D. and Mangai, M.S., 2019. Assessing service delivery: Public
perception of municipal service delivery in South Africa.

Manyaka, R.K., 2014. Collection of municipal own revenue in South Africa: Challenges
and prospects. Journal of Public Administration, Vol 49(1): 127-139.

Maxwell, J. (1996). Qualitative Research Design: An Integrative Approach. Thaousand
Oaks: SAGE publications Ltd.

214



Melnichuk, N., 2015. Budget planning in financial management. Baltic Journal of
Economic Studies, 1(2), pp.95-100.

Mbulawa, A., 2019, Understanding the impact of financial sustainability on South
African municipalities. The Journal for Transdisciplinary Research in Southern Africa.
Vol 15(1): 1-15.

Mdena, F. 2019. Quality culture and its role in service delivery at a university of
Technology. Masters thesis. Faculty of Engineering. Cape Peninsula University of
Technology.

Mello,D.M., 2018. Monitoring and evaluation: The missing link in South African
municipalities. The Journal for Transdisciplinary Research in Southern Africa. Vol
14(1): 1-6.

Meyer,N. 2014. A Critical Analysis of Risk Management Knowledge within the
Sedibeng District Municipality, South Africa. Mediterranean Journal of Social
Sciences. Vol 5(7): 163-170.

Mihindou,R. 2014. The role of government in development of entrepreneurship in
Gabon and South Africa; a comparative study. Masters thesis, Fuculty of Business
and Management Sciences, Cape Peninsula University of Technology, Cape Town.

Mir, M, Sutiyono, W, 2013.Public Sector Financial Management Reform: A Case Study
of Local Government Agencies in Indonesia. Australasian Accounting, Business and
Finance Journal, Vol 7(4):97-117.

Mmamokgothu,T.L. 2011. The impact of leadership in the acceleration of service
delivery in the Department of Health and Social Development, Capricorn district.
Masters thesis. Faculty of Management Sciences and Law. University of Limpopo.

Molefe, M.B.2015. Interpreting and translation for service delivery in local public
service contexts. Masters Thesis. Faculty of Humanities. University of the Free State

Molobela, T.T.2016. The effect of revenue planning on municipal financial
performance: A case study of the Polokwane local municipality in the Limpopo
province. SAAPAM Limpopo Chapter 5th 262 Annual Conference Proceedings.
University of Limpopo.

Monacelli, D., Pazienza, M.G. and Rapallini, C., 2016. Municipality budget rules and
debt: is the Italian regulation effective?. Public Budgeting & Finance, 36(3), pp.114-
140.

Monkam, N.F., 2014. Local municipality productive efficiency and its determinants in
South Africa. Development Southern Africa, 31(2), pp.275-298.

Motubatse, K.N., Ngwakwe, C.C., Sebola, M.P. 2017. The effect of governance

on clean audits in South African municipalities. African Journal of Public Affairs. Vol
9(5): 90-102.

215



Moradi T, Jafari M, Maleki MR, Naghdi S, Ghiasvand H. 2015. Quality Management
Systems Implementation Compared With Organizational Maturity in Hospital. Glob
Journal of Health Sciences. Vol 8(3):174-182.

Mouton, J. and Marais, H.C. 1990. Basic concepts in the methodology of the social
sciences. Pretoria: Human Science Research Council.

Mukherjee,M. 2017. A Review of Research Design. International Journal of Advanced
Engineering and Management. Vol 2(3):56-59

Mungule, C.M. 2015. Predicting Sustainable Corporate Entrepreneurship and
Sustainable company performance. PHD Thesis. Faculty of Economic and
Management Sciences, University of Pretoria.

Municipal Data and Intelligence. 2021, Service delivery protests up in this election
year, media release. Viewed 15 February 2021, from
http://www.municipalig.co.za/publications/press/201605110904341573.doc

Munzhedzi, P.H., 2016, ‘South African public sector procurement and corruption:
Inseparable twins?’, Journal of Transport and Supply Chain Management 10(1): 1-8

Munzhedzi, P.H. and Makwembere, S., 2019. Good governance as a solution to local
economic development challenges in South African municipalities. Journal of Public
Administration, 54(4-1), pp.659-676.

Murgan,M.G.2015. A critical analysis of the techniques for data gathering in legal
research: Journal of Social Sciences and Humanities.Vol.1(3):266-274

Mpaata, K.A., Kakumba, U., Lubogoyi, B. 2019. Influence of Local Government
Budget Management Practices on Collective Service Delivery in the Rural Districts of
Uganda: The Quest for Goal Congruence. African Journal of Public Affairs. Vol 11 (2):
1-19.

Mpehle, Z., 2015. Socio-economic and spatial inequalities in the provisioning of
sustainable housing in South Africa. Politeia, 34(1), pp.67-83.

Myeni, S.S. 2018. Cash-Flow Management Strategies in Small and Medium-Sized
Occupational Health Enterprises. Doctoral Thesis. College of Management and
Technology. Walden University.

Myeza, L., Nkhi, N. and Maroun, W., 2021. Risk management factors contributing to
transgressions in the procurement practices in South African SOEs. Journal of
Accounting in Emerging Economies.

Nair,G.K., Purohit, H., Choudhary, N. 2014. Influence of Risk Management on

Performance: An Empirical Study of International Islamic Bank. International Journal
of Economics and Financial Issues. Vol 4(3): 549-563.

216


http://www.municipaliq.co.za/publications/press/201605110904341573.doc

Negatu,G. 2008.Budget Practices and Procedures in Africa. African Development
Bank Working Paper.

National Treasury. 2000. In Year management, monitoring and reporting. National
Treasury.

Ncube, M. and Monnakgotla, J., 2016. Amalgamation of South Africa's rural
municipalities: Is it a good idea?. Commonwealth Journal of Local Governance, (19),
pp.75-95.

Ndebele,C., Lavhelani, P.N. 2017. Local Government and Quality Service Delivery:
An Evaluation of Municipal Service Delivery in a Local Municipality in Limpopo
Province. Journal of Public Administration. Vol 52(2):340-356.

Ndevu, Z. and Muller, K., 2017. A conceptual framework for improving service delivery
at local government in South Africa. African Journal of Public Affairs, 9(7), pp.13-24.

Nel,D. 2019. Risk management in the South African local government and its impact
on service delivery. International Journal of Management Practice. Vol 12(1):60-80.

Neuman, W.L. 2011. Social research methods: qualitative and quantitative
approaches. 8th ed. Boston: Pearson International.

Netswera, F.G. 2005. Local Government Service Provision and Non-payment within
Underdeveloped Communities of the Johannesburg Unicity: Service Providers’ and
Consumers' Perspective. Doctoral thesis. Faculty of Arts & Social Sciences. University
of Stellenbosch.

Ngcamu, B.S. .2019. Exploring service delivery protests in post-apartheid South
African municipalities: A literature review. The Journal for Transdisciplinary Research
in Southern Africa. Vol 15(1): 1-9.

Ngoepe, M. and Ngulube, P., 2016. A framework to embed records management into
the auditing process in the public sector in South Africa. Information
Development, 32(4), pp.890-903.

Nkabane, N.P. and Nzimakwe, T.l., 2018. Sustainable models and framework for
enhancing revenue management in municipalities and Water Service Authorities in
South Africa. African Journal of Public Affairs, 10(1), pp.113-127.

Novas, J.C., Alves, M.D.C.G. and Sousa, A., 2017. The role of management
accounting systems in the development of intellectual capital. Journal of Intellectual
Capital.

Ntliziywana, P. 2017. The transformation of local government service delivery in South

Africa: The failures and limits of legislating new public management. PHD thesis.
Faculty of Law. University of the Western cape.

217



Nyitama, M.O., Dorasamy,N., Garbharran, H.L. 2015. A review of public sector
financial management reforms: an international perspective. Public and Municipal
Finance. Vol 4(2): 25-37.

Olivier, C.D. 2016. The Complexity of Budget Reform and Performance Management
in the South African Public Sector Financial Environment. Administratio Publica .Vol
24 (4): 46- 70

Olurankinse,F. 2012. Due Process and Budget Implementation: An Evaluation of
Nigerian Public Sector Auditing. Asian Journal of Finance & Accounting. Vol 4(2):144-
154

Omoruyi,S. 2015. The influence of supply chain networks, flexibility and integration on
the performance of small and medium enterprises in the southern Gauteng region.
PHD Thesis. Faculty of Management Sciences. Vaal University of Technology

Otieno, O.C., Liyayla, S., Odongo, B.C. 2015. Theoretical and Practical Implications
of Applying Theory of Reasoned Action in an Information Systems Study. Open
Access Library Journal. Vol 2:1-5

Oxford English dictionary. 2011 Vol. 20. 12" ed. Oxford: Oxford University Press.

Papcunova,V., Hudakova,J., Stubnova,M., Urbanikova,M. 2020. Revenues of
Municipalities as a Tool of Local Self-Government Development (Comparative Study).
Administrative Sciences. Vol 10 (101): 1-23

Pagano, M.A., Hoene,C. 2018. City budgets in an era of increased uncertainty.
Brookings. Washington DC. USA

Paulus, Trena M.; Lester, Jessica Nina (2016). ATLAS.ti for conversation and
discourse analysis studies. International Journal of Social Research Methodology. Vol
19 (4): 405-428.

Parasuraman, A. Berry, L. Zeithaml, A. 1988. SERVQUAL: A Multiple-ltem Scale for
Measuring Consumer Perceptions of Service Quality. Vol. 64. 12- 47.

Patton, M. (2015) Qualitative Research and Evaluation Methods. 4th Edition, Sage
Publications, Thousand Oaks.

Pearson,J., Pillay,S., Chipkin,l. 2016. State-Building in South Africa after Apartheid:
The History of the National Treasury. Working Paper. Public Affairs Research Institute

Parveen,H., Showkat, N. 2017. Research Ethics. Media & Communication Studies

Pinto, AM.G.L.R.S., da Silva Ramos, S.C.M. and Nunes, S.M.M.D., 2014. Managing
an aging workforce: What is the value of human resource management practices for
different age groups of workers?. Tékhne, 12, pp.58-68.

Phago, K.G., Mohlala, G. and Mpehle, Z., 2014. Management training and
development-a case study of the Greater Tubatse Local Municipality. Journal of Public
Administration, Vol 49(1): 217-228.

218



Physically Active in Community Based Physical Activity Programs: A Sequential
Cohort Study. PLoS ONE. Vol 11(2):1-29.

Pretorius,D.,Schurink,W. 2017. Enhancing service delivery in local government: the
case of a district municipality. SA Journal of Human Resource Management. Vol
5(3):19-29.

Petroia, A., 2017. On the essence and efficiency of programme budgeting. Eastern
European Journal for Regional Studies (EEJRS), Vol 3(2): 109-122.

Purtell, R.M., Fossett, J.W. 2009. Beyond Budgeting: Public-Service Financial
Education in the 21th Century. Journal of Public Affairs Education. Vol 16(1):95-110-
112

Rabotapi, M.J. 2013. BUDGETARY CONTROL AS A MECHANISM FOR
PROMOTING GOOD GOVERNANCE AND PUBLIC EXPENDITURE MANAGEMENT
IN THE NGWATHE LOCAL MUNICIPALITY. Master’s Thesis. North West University

Raghunandan, M., Ramgulam, N., Raghunandan-Mohammed, N. 2012. Examining
the Behavioural Aspects of Budgeting with particular emphasis on Public
Sector/Service Budgets. International Journal of Business and Social Science. Vol
3(14): 110-117, July.

Rahman,S. 2017. The Advantages and Disadvantages of Using Qualitative and
Quantitative Approaches and Methods in Language “Testing and Assessment’
Research: A Literature Review. Journal of Education and Learning. Vol 6(1): 102-

Rakabe, E. (2011). The Role of Revenue Enhancement Programs in Addressing
Municipal Fiscal Stress: FFC - Submission for the Division of Revenue Technical
Report 2011/12.

Rao, V.S.P (2009) Organisational Behaviour, 1t ed. Excel Books, New Delhi, India.

Reddy, P.S., 2016, ‘The politics of service delivery in South Africa: The local
government sphere in context’, The Journal for Transdisciplinary Research in
Southern Africa. Vol 12(1): 1-8

Rehman,A.A., Alharthi,K. 2016. An Introduction to Research Paradigms. International
Journal of Educational Investigations. Vol 3(8):51 -59

Ridha, M.B., Alnaji, L. 2015. Analysis and Measurement of Risks in Business: A Case
Study on the Jordan Valley Authority. European Journal of Business and
Management. Vol 7(9): 9-19

Rios, A.M., Guillamon, M.D., Benito, B. and Bastida, F., 2018. The influence of
transparency on budget forecast deviations in municipal governments. Journal of
Forecasting, 37(4), pp.457-474.

Rivenbark, W.C. and Kelly, J.M., 2006. Performance budgeting in municipal
government. Public Performance & Management Review, 30(1), pp.35-46.

219



Robbins, S. P.; Judge, T. A.; Odendaal A.; Roodt, G. Organisation Behaviour. South
Africa: Pearson.

Ronthy M 2014. Leader intelligence: How you can develop your leader intelligence
with the help of your soul, heart and mind. Stockholm, Sweden: Amfora Future
Dialogue AB

Roopa S, Rani M.S. 2017. Questionnaire Designing for a Survey. The Journal of Indian
Orthodontic Society. Vol 46(4):273-277.

Rossouw, J.P., 2018. Factors affecting implementation of risk management systems
at municipalities in the Overberg district, South Africa (Doctoral dissertation, Cape
Peninsula University of Technology).

Roux, N.L., Nyamukachi, P.M. 2005. A reform model for the improvement of municipal
service delivery in South Africa. Journal of Public Administration. Vol 40(4.1):687-705

Ruiters, C. and Matji, M.P., 2016. Public-private partnership conceptual framework
and models for the funding and financing of water services infrastructure in
municipalities from selected provinces in South Africa. Water Sa, Vol 42(2): 291-305.

Ruthenberg, A. 2013. Good Practice in Budget Management: Policy Lessons from the
Cook Islands, Kiribati, and Tonga. Policy Brief. Asian Development Bank

SA’ID, H.A. 2010. Public sector reforms and management control systems in a
developing country: a case study of a large state enterprise in Nigeria. Doctoral Thesis.
Birmingham Business School. The University of Birmingham

Said Salum, H., & Daffay, M. (2021). Effectiveness of Budgetary Controls on Budget
Execution in Zanzibar. International Journal of Scientific Research and
Management, 9(11), 2561-2568. https://doi.org/10.18535/ijsrm/v9i11.em05

Satope, F.B., Akintunde,T.S., Bosende,O.C. Effect of Leadership behaviour on labour
(employees’) turnover: A case study of Nigerian Universities. Journal of Leadership
and Management studies. Vol 1(2):173-184

Scheepers,L.A.2015. An institutional capacity model of municipalities in South Africa.
PHD thesis, Department of Public Administration, University of Stellenbosch

Scheepers,L., Leadership & Innovation; The Key Capacity Areas of the Municipal
Institutional Capacity Model (MICM). School of Public Leadership, University of
Stellenbosch

Schermelleh-Engel,K., Moosbrugger,H., Muller,H. 2003. Evaluating the Fit of
Structural Equation Models: Tests of Significance and Descriptive Goodness-of-Fit
Measures. Methods of Psychological Research Online. Vol 8(2): 23-74

Schick, A. 2007. Performance budgeting and Accrual Budgeting: Decision Rules or
Analytic tools?. OECD Journal on Budgeting. Vol 7 (2): 109-138.

220


https://doi.org/10.18535/ijsrm/v9i11.em05

Scott, G.K. 2018. Role of Budgeting Practices in Service Delivery in the Public Sector:
A Study of District Assemblies in Ghana. Human Resource Management Research.
Vol 8(2): 23-33.

Sebei,M.T.2013. Integrated Development Plan as a public policy model and public
participation tool in Fetakgomo Local Municipality, South Africa (2000-2009). Masters
thesis, School of Public management and Administration, University of Pretoria.

Sebola,M.P. 2014. Research in South African Public Administration: The Paradox of
Science, Politics and Economics of a Public Policy. Bangladesh e-Journal of
Sociology. Vol 11(2): 29-40.

Sebola, M.P.,Tsheola,J.P., Phago,K.G.,Balkaran,S. 2013. The 215t Century chalanges
of local government in South Africa. South African Association of Public Administration
and Management. 2" annual conference. Conference proceedings 2013, Limpopo,
South Africa, August 15-16, 2013,pp. 1-9.

Senge, P. M. (1990). The fifth discipline: The art and practice of the learning
organization. New York: Doubleday/Currency.

Sethuraman,K., Suresh,J.2014. Effective Leadership styles. International Business
Research. Vol 7(9): 165-172.

Shadfar, S., Malekmohammadi,l. 2013. Application of Structural Equation Modeling
(SEM) in restructuring state intervention strategies toward paddy production
development. International Journal of Academic Research in Business and Social
Sciences. Vol 3 (12): 576-618

Shah,A. 2009. "Fiscal Management." Public Sector Governance and Accountability
Series. The World Bank: Washington, DC.

Shai,L.K. 2017. Leadership and governance in service delivery at the greater Tubatse
municipality, Limpopo province, South Africa. Masters Thesis. Faculty of Economic
and Management Sciences. University of Pretoria.

Shava,E. 2020. Exploring Revenue Collection Impediments in South African Rural
Municipalities. International Journal of Innovation, Creativity and Change. Vol 14 (5):
396- 412

Shekari,H., Nikooparvar,M.Z. 2012. Promoting Leadership Effectiveness in
Organizations: A Case Study on the Involved Factors of Servant Leadership.
International Journal of Business Administration. Vol 3(1): 54-65

Sibanda, M.M. 2017. Control, Ethics and Accountability in the Financial Management

Performance of Eastern Cape Municipalities. Journal of Public Administration. Vol
52(2): 313-339

221



Sibanda, M.M., Zindi, B. and Maramura, T.C., 2020. Control and accountability in
supply chain management. Evidence from a South African metropolitan
municipality. Cogent Business & Management, 7(1), p.1785105.

Siddiqui, K. 2013. Heuristics for Sample Size Determination in Multivariate Statistical
Techniques. World Applied Sciences Journal. Vol 27(2): 285-287

Silva, L.M.D.,Jayamaha, A. 2012. Budget Process and organisational performance of
apparel Industry in Sri Lanka. Journal of Emerging Trends in Economics and
Management Sciences (JETEMS). 3(4): 354-360

Sipungu,t., Nleya, N. 2016. Housing market dysfunctionality and displacement of the
poor in social rental housing in East London, Eastern Cape. Working Paper. Public
Service Accountability Monitor

Sithole, S., Mathonsi,N.2013. Local Governance Service Delivery Issues during
Apartheid and Post-Apartheid South Africa. The African Statistical Journal. Vol 16:5-
30.

Siswana, B. 2007. Leadership and governance in the South African Public Service: An
overview of the public finance management system. Doctorate thesis. Faculty of
Economic and Management Sciences. University of Pretoria

Sivo, S.A., Fan.X., Witta, E.L., Willse, J.T. 2006. The Search for “Optimal” Cutoff
Properties: Fit Index Criteria in Structural Equation Modeling. The Journal of
Experimental Education. Vol 74(3): 267-288

Smith, Joanna and Noble, Helen (2014) Bias in research. Evidence-Based Nursing,
17 (4). pp. 100- 101. ISSN 1367-6539

South Africa. 1999. The Public Finance Management Act, no.29. Pretoria:
Government Printers.

Statistics South Africa. http://www.statssa.gov.za/publications/Report%2003-01-
22/Report%2003-01-222016.pdf. [Accessed 25 September 2019]

Stepanovich, V.N., Leonardovna, L.A., Venediktovna, S.Z., Valerevna, B.Y. and
Anatolevich, S.A., 2020. Model of integration of social and economic processes as
factor of effective management of municipal structures. International Journal of
Management, 11(5).

Steyn,Z.J. 2014. Investigating critical factors of budgeting in higher education. Masters
thesis. Faculty of Commerce and Administration. University of North West.

Su, M. and Hildreth, W.B., 2018. Does financial slack reduce municipal short-term
borrowing?. Public Budgeting & Finance, 38(1), pp.95-113.

222


http://www.statssa.gov.za/publications/Report%2003-01-22/Report%2003-01-222016.pdf
http://www.statssa.gov.za/publications/Report%2003-01-22/Report%2003-01-222016.pdf

Su'un, S.U., 2020. The influence of Tudang Sipulung, Public Accountability, and
Transparancy to the Ragional Budget Performance of the Municipality of
Parepare. Management Science Letters, 11(1), pp.49-56.

Sulistiyo, H. and Pratiwi, F.A., 2021. The effect of budget planning and budget
evaluation on social services performance of Karawang District. Nominal: Barometer
Riset Akuntansi dan Manajemen, 10(1), pp.118-134.

Sukkar,A.E.2017. Culture Influences and Leadership Theories, a Case Study:
Egyptian Culture. Journal of Basic and Applied Research. Vol 3(4):133-135.

Syahputra,Z. 2014. Budget Participation on Managerial Performance: Related Factors
in that influenced to Government's Employee (Study of Indonesian Local
Government). Journal of Economics and Sustainable Development. Vol 5(21):95-99.

Tanase, G.L. 2013. An Overall Analysis of Participatory Budgeting Advantages and
Essential Factors for an Effective Implementation in Economic Entities. Journal of
Eastern Europe Research in Business and Economics. Vol 2013(2013): 1-12.

Tanase, G.L. 2014. Difficulties of the Budgeting Process and Factors Leading to the
Decision to Implement this Management Tool. Procedia Economics and Finance. Vol
15: 466-473.

Tassonyi,A. 2002. Municipal Budgeting. Canadian Tax Journal. Vol 50(1): 181-198.

Tavakol, M., Dennick,R. 2011. Making sense of Cronbach’s alpha. International
Journal of Medical Education. Vol 2:53-55.

Teclaw, R., Osatuke, K., Fishman, J., Moore, S.C. and Dyrenforth, S., 2014. Employee
age and tenure within organizations: Relationship to workplace satisfaction and
workplace climate perceptions. The health care manager, 33(1), pp.4-19.

Thornhill.C. 2008. The transformed local government system: Some lessons. Journal
of Public Administration. Vol 43(3.2):492-511.

Trafimow, D. 2009. The theory of reasoned action: A case study of falsification in
psychology. Theory & Psychology. Vol 19(4): 501-518.

Tsheletsane,l., Fourie,D. 2014. Factors hindering public financial management and
accountability in South Africa. African Journal of Public Affairs. Vol 7(4): 42-55.

Ugoh, S.C, Ukpere, W.I. 2009. Problems and prospects of budgeting and budget
implementation in Local Government System in Nigeria. African Journal of business
Management. Vol 3 (12): 836-846.

Uwizeyimana, D.E. 2020. Monitoring and Evaluation in a chaotic and complex
Government interventions’ environment. International journal of business and
management studies. Vol 12(1): 1-17.

223



Vale,L.J., Shamsuddin,S., Gray,A., Bertumen,K. 2014. What Affordable Housing
Should Afford: Housing for Resilient Cities. Journal of Policy Development and
Research. Vol 16(2):21-50.

Van Antwerpen, S. and Ferreira, E., 2016. Contributing factors to poor service delivery
by administrative employees in the Gauteng public service in South Africa. Africa
Development, 41(1), pp.81-98.

Van der Berg, A., 2020. Municipal planning law and policy for sustainable cities in
South Africa (Doctoral dissertation, North-West University (South Africa)).

Van Wart,M. 2014. Dynamics of Leadership in Public Service: Theory and Practice.
2nd Edition. Routledge. New York. USA.

Wanjohi,A.M. 2014. Social research methods series proposal writing guide. Kenpro
Publications. Kenya.

Weygandt, J.J., Kimmel, P.D. and Kieso, D.E., 2018. Financial Accounting with
International Financial Reporting Standards. John Wiley & Sons.

Williams, C. 2007.Research Methods. Journal of Business & Economic Research. Vol.
5 (3): 55-72.

Williams, E., St Denny, E. and Bristow, D., 2019. Participatory budgeting: An evidence
review. n/a.

Willoughby, K.G. 2008. Budget Management Capacity of State Governments: Issues
and Challenges. Public Performance & Management Review. Vol 31 (3): 431-442.

Zepp, R.A.2018. Perceptions of Good and Bad Leaders by Philippine Teachers.
Journal of Management and Strategy .Vol 9(1):66-81.

Zitha, H.E., Mukonza, R.M. and Mpehle, Z., 2021. Critical Considerations for E-
Procurement System in the South African Public Sector: A Theoretical
Perspective. Journal of Public Administration, 56(4.1), pp.1039-1051.

Zonke, N.M. 2016.Dynamics obstructing public financial management, good
governance and accountability in South Africa’, in M. Twum-Darko (ed.), Proceedings
of the International Conference on Business and Management Dynamics 2016:
Sustainable economies in the information economy, AOSIS, Cape Town.pp. 9-16,
https://doi. org/10.4102/a0sis.2016. icomd10.02.

Zweni, A.G. 2017. Factors affecting management of budgets at a department in the
western cape government, South Africa. Masters Thesis, Faculty of Business and
Management Sciences. Cape Peninsula University of Technology. South Africa

224


https://doi/

Zweni, A.G., Jowah,L.E.2018. An Exploration of Involvement of Budget Managers in
the Budget Development Process: A Case of Western Cape Department of Social
Development. Journal of Public Administration and Development Alternatives.
Vol.2(2):118-132.

Zweni, A., Yan, B. and Juta, L.B., 2022. The Malady of Perpetual Municipal-finance
Mismanagement: Designing a Leadership Framework as a Panacea. African Journal
of Development Studies (formerly AFFRIKA Journal of Politics, Economics and
Society), 12(1), pp.169-188.

225



APPENDIX A: ETHICAL CLEARANCE CERTIFICAFE

Y

‘ Cape Peninsula
University of Technology

P.O. Box 1906  Bellville 7535 South Africa eTel: +27 21 4603291 « Email: fomsethics@cput.ac.za
Symphony Road Bellville 7535

Office of the Chairperson Faculty: BUSINESS AND MANAGEMENT SCIENCES
Research Ethics Committee

The Faculty’s Research Ethics Committee (FREC) on 19 November 2019, ethics Approval
was granted to Abongile Goodman Zweni (206040431) for a research activity for Doctor of

Public Administration at Cape Peninsula University of Technology.

CRITICAL EVALUATION OF SERVICE DELIVERY
IN SELECTED SOUTH AFRICAN MUNICIPALITIES:

Title of dissertation/thesis/project: THE ROLE OF BUDGET MANAGEMENT

Lead Supervisor (s): Dr B Yan

Comments:

Decision: Approved

 — 20 November 2019

Signed: Chairperson: Research Ethics Committee Date

Claaranca Cartificata Na | MN10FORRECT31

226




APPENDIX B: CONSENT LETTERS

OFFICE OF THE MUNICIPAL MANAGER

The Acting Chief Director. Local Government Finance and MFMA Coordinator
Department of Local Government, Western Cape Provincial Treasury

T Wele Street ~ Msimelelo.Sgabi@uwestermcape.qov 2
CAPE TOWN

8001
Sir
PERMISSION TO UTILIZE KANNALAND MUNICIPALITY FOR DOCTORAL STUDIES

Permission is hersby granted for Mr Abanglle Zweni, Student No 206040431, studying
the Gape Peninsula Unversly of Technology o use: Kannaland Municipally for hi
research to complete his Doctorate of Public Administration for his research fitle, *A
ladership framework for management of budgels ... A case sludy of & selected
municipalty’

Yours fathfully

227



£V QEPWEITIVET LVIY

To: Mr Abongle Zuweni
Emailabongle. 2wenilspu.ac.za

G- Cape Peninsula Universty of Technology
Deparment of Operations Menagement
Faculty of Business and Management Sciences
Bellvle

1335

Alention: Dr. Bingwen Yan

Senior lecturer

Eml: YanB@cplv.ca.za

Dear Senior Lecturer

PERMISSION TO CONDUCT DATA RESEARCH: CONFIRMATION OF HASILONYANA
LOGAL MUNICIPALITY FOR PhD- ABONGILE ZWEN 6t

Permission fo your equest fo conducting dataresearch for your PAD Public Admingtation
a e Maslonyana Local Municpalt (Feg Stete Province) underte toic “Crtca
Evaluation o Service Delivry in Selected South Afrcan Municipaltes: The Role of
Budget Management."

The unifely i Insupportof you sudies and research projet and i Wiling o provide
Jou vith e necessery support o meke your sludes and development opportuny
SUICO8SS.

We wish you all the best with your sudies

Bes( Regards

228



OFFICE OF THE MUNICIPAL MANAGER
Date: 17" October 20l94

Person dealng i he mater: Ms Nosisana Mbak

To: Mr Abongll Twenl
Cape Pninsul Lgiversiyof Technology

0N SEARC . ABUDGET MANAGEMENT

RE: PERMISSION 10 CONDUCT RE FARCH
[MPROVEMENT: (ASE OF SOUTH

FRAMEWORK FOR PERFORMANCE

AFRICANLOCAL \UNICIPALITIES

Your letter of request © nderake the stody on e dhove subject bears feference.

o {0 inform you tha Your fequest 0 undertake the

Matatele Locil Municipality takes pleasur
research sudy 18 approved, king into decount the objectve of the research study, ethica
 voised {0 oserve and €40 withdraw from

consieraion,the imelng of the study that
(e study at any time.
ollected from the institution.

We further give you permission 0 anonymously Use the data ¢

The municipalty Wishes YO guccess In your rscarch sudy. The unicipalty vl appreciue

e fnal product could e shared wih the Municipaiy

.
~

Kind regards, !

229



APPENDIX C: THE INSTRUMENT

QUESTIONNAIRE

TITLE; Critical Evaluation of Service Delivery in Selected South African municipalities: The Role of
Budget Management

This is an academic research project and no information will be passed to any official. Please do
not write your name, nor that of your organisation or any mark that may indicate who the respondent
is. The target group is people generally involved in management and implementation of budget
management. Check or mark the appropriate box/space for each statement REMEMBER; Your
identity is protected and this questionnaire remains the property of the university.

SECTION A. DEMOGRAPHICAL INFORMATION

[Statistical purposes only]
Please cross the applicable boxes
1. How old are you this year? please use the table to indicate your age range with an X

18-25 Years | 26-30 Years| 31 —40 Years| 41 —50 Years| 51 — 60 Years More than 60 Years

2. What is your position in the organisation?

Municipal Manager | Executive Director Director Manager Other (Please indicate)

3. How long have you been working for the municipality?

0-5years 6 — 10 years 11 -15years 16 — 20 years More than 20 years

4. How long have you been involved in budget management and implementation of financial

management policies?

0-5years 6 — 10 years 11 - 15 years 16 — 20 years | More than 20 years

5. What is your highest qualification?

National Diploma | Bachelors’ Degree | Master’s Degree| Doctorate Other (Please indicate)

6. Any other things you wish to state about your academic qualifications and professional

work



SECTION B

FACTORS THAT IMPACT ON BUDGET MANAGEMENT IN THE MUNICIPALITY

Please put a cross in the block that best expresses your views.

NOTE: 1 = Strongly disagree, 2 = Disagree, 3 = Neutral, 4 = Agree, and 5 = Strongly agree

new financial year

>0 | o | _ >
222 | 89 oY
co| O | 2| 0
RISK MANAGEMENT cc)| & D 2 °co
A5|B |2 7
1 | We have systems in place to manage risk in our municipality 1 2 314 |5
2 | I am well equipped to identify events that affecting our budget | 1 2 314 |5
objectives.
3 | I follow the risk management systems to manage risks 1 2 314 |5
4 | All employees are accountable for risks within the scope of the | 1 2 314 |5
work
5 | The municipality uses efficient financial risk management 1 2 3|14 |5
systems
6 | | am equipped to manage uncertainty that will affect the 1 2 3|14 |5
activities of the municipality
7 | In our municipality uncertainty and risk is not effectively 1 2 314 |5
managed
8 | In our municipality risk management is perfectly executed 1 2 314 |5
9 | I do not follow policies or procedures designed to mitigate and | 1 2 3|4 |6
manage risks in my municipality
BUDGET PLANNING IN THE MUNICIPALITY
10 | The budget plans are done by municipal management 1 2 3|14 |5
11 | I only follow instructions from municipal management for 1 2 314 |5
budget planning
12 | 1 only use the budget that is given to me 1 2 314 |5
13 | I am not allowed to make changes on budgets. 1 2 314 |5
14 | The budget approved by management does not reflect the 1 2 314 |5
actual needs of my department
15 | People at all levels of employment in the municipality are the 1 2 314 |5
suppliers of budget information
16 | Our funds are mostly depleted by mid-term 1 2 3|14 |5
17 | We often have to wait for the next financial year to complete
projects
18 | Too often | have to break down what is given to try to fit into 1 2 314 |5
projects
19 | Our management allows us to roll-over unspent funds to the 1 2 314 |5
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CASH FLOW MANAGEMENT

20

Cash flow estimates are sent to treasury for the next financial
year

21

| always refer to our cash flow projections before we commit
funds.

22

Adhering to projections hinders effective implementation of
strategy

23

The municipality has a positive cash balance every financial
year end

24

The municipality always has a negative cash balance at the
end of the financial year.

25

Cash flow is critical in informing employees on when to avoid a
deficit.

26

There are not consequences if | do not adhere to cash flow
projections.

27

I am not consulted by municipal management before cash
flow estimates are finalized.

REVENUE & EXPENDITURE MANAGEMENT

28

The MFMA is clear when it comes to revenue management.

29

The MFMA is clear when it comes to expenditure
management

30

Our managers spend money in line with the budget

31

Our employees spend money in line with the budget

32

We do not consult the budget before we spend money.

33

| always stay within budget based on revenue and expenditure
for my work.

34

The municipality does not have revenue management
systems.

35

The municipality does not have expenditure management
systems

LEGISLATION CONSIDERATION

36

Legislation plays a significant role in the management of
finances

37

| am controlled by legislation when it comes to budget
management

38

Powers of managers are restricted by the Municipal
Management Act

39

Powers of employees are restricted by the Municipal
Management Act

40

There is a disjuncture between employees demands and
provisions of the Act.
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EFFECTIVE BUDGET MANAGEMENT

41 | | spent all the approved budgets that were allocated to me 1
during last year.

42 | Management always encourage me to spend all my allocated | 1
funds

43 | Our municipality spent the approved budget for what it was 1
intended for.

44 | Our municipality has accurate budget projections. 1

45 | Our budget is aligned to our goals and objectives 1

THANK YOU FOR TAKING PART IN THIS RESEARCH.
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APPENDIX D: INTERVIEW GUIDE

Title: Critical Evaluation of Service Delivery in Selected South African municipalities:
The Role of Budget Management

Purpose: This research study seeks to better understand budget management
practices at a municipality. The study aims to foster understanding of the efficiency

and effectiveness of the current budget management practices.

INSTRUMENT

1. INTRODUCTION:

Researcher: Abongile Goodman Zweni, Doctorate in Public Administration
(Candidate), Cape Peninsula University of Technology

Reason for the study: To understand the role of budget management in the

sustainability of the municipality and in enhancing service delivery

Procedure: Give an explanation of what is going to be done with data and agree on
the confidentiality of data and anonymity. Explain the process of collecting data, and
as well as to seek consent of whether or not the interview can be recorded.
2. INTERVIEWEE DETAILS:
e Current position and section in the municipality
e Years of work experience
3. QUESTIONS:
Theme 1: Risk Management
We will start by talking about risk management systems within your municipality
1.1 Tell me about the risk management systems that you have in your municipality
1.2 In your opinion, how well do the financial and risk management systems of this
municipality measure against the MFMA? Why?

1.3 Who is accountable for the overall governance of the municipality’s risks?
Theme 2: Budget Planning

Now let us talk about budget planning
2.1 What is your role in the budget planning process?
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Probe: What are some of the challenges that you face with the budget planning? (political
interference, limited funds, etc.)
What do you do to try to overcome these challenges?

2.2 What are some of the things that can be done to improve the budget planning process?

Theme 3: Cash Flow Management

We will now move on to talking about cash flow management within your
municipality

3.1 When do you submit cash flow projections to treasury?

3.2 How often do you refer to your cash flow projections before committing the funds?

3.3 What is the importance of cash flow management to management?

3.4 If you think cash flow management could be improved, how do you think this could

be done?

Theme 4: Revenue and Expenditure Management

Let us now talk about revenue and expenditure management

4.1 Do you always adhere to the MFMA when it comes to revenue and expenditure
management? Please elaborate

4.2 What are your thoughts about the municipality’s expenditure in relation to the
budget?

4.3 What are some of the things that you do to maintain revenue management systems
as required by the MFMA?

4.4 What are some of the things that can be done to ensure that you always adhere

to the MFMA when it comes to revenue and expenditure management?

Theme 5: Legislation

Finally, let us talk about legislation

5.1 In your opinion, what is the role of legislation in the management of budgets?

5.2 How best can legislation support management of budgets?

5.3 Do you think there is a disjuncture between the demands of the employees and

provision of the Act?

THANK YOU FOR TAKING PART IN THIS RESEARCH.

235



APPENDIX E: GRAMMARIAN CERTIFICATE

<

x5
£z
Y

s

University of the Witwatersrand, Johannesburg
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INISIZULU, SESOTHO, SEPEDI, ENGLISH AND AFRIKAANS

WITS SCHOOL OF EDUCATION
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21 June 2021

The Postgraduate Studies Co-grdinator

Department of Public Administration and Governance
Faculty of Business and Management Sciences

Cape Peninsula University of Technology

Dear Postgraduate Studies Co-grdinatar,

Language Certificate for PhD candidate Abongile Zweni

| confirm that | undertook the language editing of the doctoral thesis of Abongile Zweni and advised
him of changes needed throughout the thesis.

Yours sincerely
Yvonne Reed

Prof Yvonne Reed

Visiting Associate Professor,
Languages, Literacies and Literatures Division
School of Education

University of the Witwatersrand

yvonne.reed @wits.ac.za
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APPENDIX F: MODEL FIT SUMMARY FOR THE MAIN MODEL

CMIN
Model NPAR CMIN DF P CMIN/DF
Default model 35 .002 1] .962 .002
Saturated model 36 .000 0
Independence model 8| 191.820 | 28 | .000 6.851
Zero model 0 | 1040.000 | 36 | .000 28.889
Source: IBM SPSS AMOS SEM

Results: RMR, GFI
Model RMR GFlI AGFI PGFI
Default model .001 1.000 1.000 .028
Saturated model .000 1.000
Independence 440 816 763 634
model
Zero model .590 .000 .000 .000
Source: IBM SPSS AMOS SEM

Baseline Comparisons Results
Model NFI RFI IFI TLI

Deltal rhol Delta2 rho2 CFI

Default model 1.000 1.000 1.005 1.171 1.000
Saturated model 1.000 1.000 1.000
Independence model| .000 .000 .000 .000 .000
Source: IBM SPSS AMOS SEM

RMSEA Results
Model RMSEA LO 90 HI 90 PCLOSE
Default model .000 .000 .000 973
Independence model .150 .130 170 .000

Source: IBM SPSS AMOS SEM
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Covariances: (Group number 1 - Default model)

Estimate, S.E. C.R. P Label

BPitM1|<-->| CFM2 -.196 .060 -3.273 .001

BPitM2 |<-->| CFM2 =211 .061 -3.475 *hx

REM2 |<-->| CFM2 426 .064 6.645 *hx

RM <-->| CFM2 .536 .069 7.724 *hx

RM <-->| CFM1 -371 .064 -5.767 ikl

REM2 |<-->| CFM1 -.590 071 -8.369 bl

BPitM2 |<-->| CFM1 514 .069 7.442 ikl

BPitM1 |<-->| CFM1 494 .068 7.214 *hx

REM2 |<-->| RM 531 .068 7.771 Fhx

BPitM2 |<-->| RM -417 .066 -6.314 *hx

BPitM1 |<-->| RM -.315 .064 -4.956 *kk

REM2 |<-->| LC -.323 .059 -5.452 il

BPitM1 |<-->| LC .307 .063 4.842 *kk

BPitM2 |<-->| REM2 -.547 .070 -7.867 *hx

BPitM1 |<-->| REM2 -.446 .067 -6.691 *hx

BPitM1 |<-->| BPIitM2 .607 .072 8.431 ikl

CFM1 |<-->| CFM2 -.195 .059 -3.325 ool

LC <-->| CFM1 .366 .065 5.653 Frx

BPitM2 |<-->| LC 279 .063 4.439 *hx

LC <-->| RM -.164 .053 -3.088 .002

Correlations: (Group number 1 - Default model)

Estimate

BPitM1 |<-->| CFM2 -.197
BPitM2|<-->| CFM2 -.212
REM2 |<-->| CFM2 428
RM <-->| CFM2 .538
RM <-->| CFM1 -.373
REM2 |<-->| CFM1 -.593
BPitM2 |<-->| CFM1 516
BPitM1 |<-->| CFM1 496
REM2 |<-->| RM 534
BPitM2 |<-->| RM -418
BPitM1 |<-->| RM -.317
REM2 |<-->| LC -.325
BPitM1 |<-->| LC .309
BPitM2 | <-->| REM2 -.549
BPitM1 |<-->| REM2 -447
BPitM1 |<-->| BPitM2 .609
CFM1 |<-->| CFM2 -.196
LC <-->| CFM1 .367
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Estimate

BPitM2|<-->| LC .280
LC <-->| RM -.164
Variances: (Group number 1 - Default model)
Estimate| S.E. C.R. P |Label
BPitM1 996 | .087 | 11.441 | ***
BPitM2 996 | .087 | 11.439 | **
REM2 995 | .086 | 11.621 | **
:_:{f\:/l 996 | .087 | 11.402 | ***
CEM1 996 | .087 | 11.488 | ***
CEM?2 996 | .087 | 11.457 | ***
el 996 | .087 | 11.402 | ***
549 | .048 | 11.402 | ***
Modification Indices (Group number 1 - Default model)
Covariances: (Group number 1 - Default model)
| |M.I. Par Change|
Variances: (Group number 1 - Default model)
| |M.I. Par Change|
Regression Weights: (Group number 1 - Default model)
| IM.I.Par Change|
Minimization History (Default model)
Iteration eiggg\?gmzs Condition # e%zr?l/lglsute Diameter F NTries Ratio
0 e 8 -.329 | 9999.000 | 766.782 0 | 9999.000
1 e* 0 16.892 .889 | 210.129 18 .981
2 e 0 17.807 484 99.613 2 .000
3 e 0 26.477 453 28.349 1 1.253
4 e 0 55.035 446 5.071 1 1.223
5 e 0 93.568 310 .330 1 1.149
6 e 0 109.800 .108 .005 1 1.054
7 e 0 112.225 .010 .002 1 1.005
8 e 0 108.645 .000 .002 1 1.000
Minimization History (Default model)
Iteration _Negative Condition # _Smallest Diameter F NTries Ratio
eigenvalues eigenvalue
0 e 0 107.171 9999.000 | .002 0 9999.000
1 e 0 107.607 .000 | .002 1 1.000
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