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ABSTRACT 
 

Budge t  con t ro l  i s  a  p rocess  o f  f i nanc ia l  mon i to r ing  to  ensure  

e f fec t i ve  a l loca t ion ,  co l lec t ion  and  e f f i c ien t  u t i l i z ing  o f  pub l i c  

funds .  I t  i s  a  p rocess  tha t  i s  a imed a t  ensur ing  the  

accompl i shment  o f  pub l i c  po l i cy  ob jec t i ves .  Budge t  con t ro l  i s  

regu la ted  by  f inanc ia l  l eg is la t ion  as  we l l  as  regu la t ions  and  

p rocedures  wh ich  gu ide  pub l i c  f i nanc ia l  admin is t ra to rs .  

Con t inuous  mon i to r ing  i s  needed once  appropr ia t ion  i s  a l lowed 

by  par l i ament  o r  p rov inc ia l  l eg is la tu res  to  ensure  e f fec t i ve  

serv ice  render ing  as  we l l  as  tax  and  user  charges  co l lec t ion .   

 

Th is  s tudy  inves t iga tes  the  repor ted  ine f fec t i ve  budge t  con t ro l  

measures  imp lemented  by  the  p rov inc ia l  t reasury  in  the  

Prov ince  o f  the  Eas te rn  Cape par t i cu la r l y  in  the  Eas te rn  Cape 

Depar tment  o f  Educa t ion  (George ,  2004) .  Ine f fec t i ve  budge t  

con t ro l  may  be  assoc ia ted  w i th  the  imp lementa t ion  o f  uns tab le  

f i sca l  po l i cy  by  the  p rov inc ia l  t reasury  tha t  led  to  de f i c i t  

spend ing  in  the  Depar tment  o f  Educa t ion  dur ing  the  2004 /5  

f i nanc ia l  year .  The  purpose  o f  t h i s  s tudy  i s  to  show tha t  the  

imp lementa t ion  o f  s tab le  f i sca l  po l i cy  ins t ruments  by  the  

p rov inc ia l  t reasury  wou ld  lead  to  e f fec t i ve  budge t  con t ro l  i n  

p rov inc ia l  depar tments  such  as  the  Eas te rn  Cape Depar tment  

o f  Educa t ion .  

 

Governments  in  many  ins tances  encoun te r  va r ious  cha l lenges  

in  con t ro l l i ng  the i r  expend i tu res  on  an  annua l  bas is  as  we l l  as  

in  the  med ium te rm.  Th is  i s  due  to  the  no t ion  tha t  once  the  

government  exceeds  the  cu r ren t  year ’ s  budge t ,  i t  consumes the  

fo r thcoming  budge t .  Bor row ing  i s  by  na tu re  an  imp l i c i t  
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consumpt ion  o f  fu tu re  unp lanned  revenue .  Th is  makes  the  

Med ium Term Revenue F ramework  in  the  p rov ince  immater ia l  

as  the  p rov inc ia l  own revenue  i s  ins ign i f i can t .   

 

The  re la t i ve  uncon t ro l lab i l i t y  o f  government  expend i tu re  s tems 

f rom the  no t ion  tha t  the  p rov is ion  o f ,  fo r  i ns tance ,  p r imary  

educa t ion  and  soc ia l  we l fa re  i s  in te r tw ined  w i th  lega l  

en t i t l ement  w i th in  p resc r ibed  parameters .  A l loca t i ve  e f f i c iency  

embod ies  recogn i t ion  o f  l ega l  en t i t l ement  tha t  i s  re f lec ted  in  

the  d is t r ibu t ion  impera t i ves  i f  t he  p rov inc ia l  t reasury  i s  to  be  

e f fec t i ve  in  the  budge t  con t ro l  func t ion .  The  Nat iona l  Norms 

and  S tandards  fo r  Schoo l  Fund ing  o f  2006  s ta te  exp l i c i t l y  tha t  

pub l i c  spend ing  in  pub l i c  schoo ls  i s  ta rge ted  a t  inc reas ing  the  

l i t e racy  leve ls  o f  the  poor .   

 

In te rgovernmenta l  f i sca l  re la t ions  p lay  a  p ivo ta l  ro le  in  

mode l l i ng  the  f i sca l  po l i cy  o f  t he  p rov ince .  Th is  s tems f rom the  

fac t  tha t  expec ted  na t iona l  co l lec ted  revenue  i s  d is t r ibu ted  as  

an  equ i tab le  share  to  na t iona l ,  p rov inc ia l  and  loca l  spheres  o f  

government .  The  c r i te r ia  fo r  revenue  shar ing  a re  based  on  

economic  d ispar i t i es  and  demograph ics  in  each  sphere  o f  

government .  I t  i s  impera t i ve  to  no te  in  in te rgovernmenta l  

re la t ions  tha t  the re  a re  func t iona l  a reas  o f  concur ren t  na t iona l  

and  p rov inc ia l  competenc ies .   

 

The  budge t  con t ro l  func t ion  o f  the  p rov inc ia l  t reasury  i s  

imp lemented  w i th in  the  f ramework  o f  va r ious  admin is t ra t i ve  

p rocesses  wh ich  a re  a imed a t  ensur ing  e f fec t i ve  t ransac t iona l  

ac t i v i t i es .  The  d isbursement  o f  funds  and  var ious  o ther  

f i nanc ia l  p rocesses  a re  sub jec t  to  the  de lega t ion  o f  powers  as  
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prescr ibed  in  the  Pub l i c  F inance  Management  Ac t ,  1999  (Ac t  1  

o f  1999) ,  as  amended by  Ac t  29  o f  1999 .   

 

The  p rov inc ia l  governments ’  f i sca l  po l i c ies  a re  mode l led  to  be  

cons is ten t  w i th  the  macro -economic  ob jec t i ves  o f  the  na t iona l  

government .  I t  i s  fo r  the  purpose  o f  macro -economic  s tab i l i t y  

tha t  on ly  na t iona l  government  i s  e l ig ib le  t o  bor row to  f i nance  a  

budge t  de f i c i t .  P rov inces  a re  lega l l y  p roh ib i ted  f rom 

overspend ing  the i r  budge ts .  I f  the  f i sca l  po l i c ies  o f  the  

p rov inces  mate r ia l l y  and  unreasonab ly  p re jud ice  the  na t iona l  

economic  po l i c ies ,  the  re levan t  p rov inc ia l  t reasury  i s  

respons ib le  fo r  tak ing  appropr ia te  s teps  to  p lace  the  f inanc ia l  

admin is t ra t ion  on  a  sound  foo t ing .  
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CHAPTER 1 

CONCEPTUAL FRAMEWORK AND METHODOLOGY 

 

1 .1 .  In t roduct ion  
 
Modern  soc ie ty ,  s ince  the  in t roduc t ion  o f  wes te rn ised  economic  

sys tems,  has  seen  the  emergence  o f  bo th  a f f l uence  and  

economic  marg ina l i za t ion .  Inc reased  economic  ac t i v i t y  and  

po l i t i ca l  fac to rs  in  Sou th  A f r i ca  have  in f luenced  the  emergence  

o f  an  a f f l uen t  c lass  and  a  marg ina l i sed  underc lass .  Th is  

economic  d iv ide  has  expanded over  t ime and  requ i res  

government  to  inc rease  i t s  soc ia l  ne t  to  ensure  the  p romot ion  

o f  the  genera l  we l fa re .  Government  i s  requ i red  to  ensure  

e f fec t i ve  and  e f f i c ien t  spend ing  o f  l im i ted  f inanc ia l  resources  to  

p rov ide  pub l i c  goods .  Th is  s ta te  o f  a f fa i r s  thus  has  a  d i rec t  

bear ing  on  budge t  con t ro l  a t  bo th  na t iona l  and  p rov inc ia l  l eve ls  

o f  government .  However ,  th i s  s tudy  l im i t s  i t se l f  to  the  

d iscuss ion  o f  budge t  con t ro l  by  the  p rov inc ia l  t reasury  w i th  

spec i f i c  re fe rence  to  de f i c i t  spend ing  in  the  Eas te rn  Cape 

Depar tment  o f  Educa t ion  dur ing  the  2004 /5  f inanc ia l  year .    

 

Budge t  con t ro l  i s  an  inc reas ing ly  impera t i ve  measure  to  ensure  

tha t  appropr ia t ions  a re  spen t  e f f i c ien t l y  and  e f fec t i ve ly .  

Fur thermore ,  e f fec t i ve  accoun t ing  sys tems mus t  be  in  p lace  to  

ensure  tha t  government  l i ab i l i t i es  a re  managed p roper l y  to  

ensure  e f fec t i ve  budge t  con t ro l  (Abed ian  and  B iggs ,  1998 :188) .    

 

The  Eas te rn  Cape Prov inc ia l  T reasury  and  the  Depar tment  o f  

Educa t ion  a re  tasked  w i th  the  d i sbursement  and  mon i to r ing  o f  

funds  to  ensure  in te r  a l ia  the  p rov is ion  o f  educa t iona l  se rv ices  

to  reduce  leve ls  o f  i l l i t e racy  and  u l t ima te ly  impac t  on  economic  
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mobi l i t y .  Th is  cou ld  be  ach ieved  th rough  a l loca t i ve  e f f i c iency  o f  

scarce  f inanc ia l  resources .  The  Eas te rn  Cape Depar tment  o f  

Educa t ion  exper ienced  a  marked  inc rease  in  i t s  budge t  

a l loca t ion  f rom the  2001  to  2004  f inanc ia l  years .  The  

appropr ia t ions  to  the  Depar tment  o f  Educa t ion  dur ing  the  2001  

to  2004  f inanc ia l  years  showed percen tage  inc reases  in  

d isbursement  f rom 9  to  19  percen t  (Eas te rn  Cape Budget  

S ta tement  fo r  2003 /04) .  There  was  g rowth  in  expend i tu re  due  

to  the  in t roduc t ion  o f  l ea rner  suppor t  mate r ia l  wh ich  accoun ted  

fo r  16 .1  percen t  in  the  2003 /04  f inanc ia l  year  

( In te rgovernmenta l  F isca l  Rev iew,  2003 :17) .  The  inc reased  

d isbursements  demand an  improved  budge t  con t ro l  o f  pub l i c  

f i nanc ia l  resources .   

 

The  Eas te rn  Cape government  has  been  p lagued  s ince  i t s  

incep t ion  by  over -expend i tu re  par t i cu la r l y  in  the  Eas te rn  Cape  

Depar tment  o f  Educa t ion  and  Depar tment  o f  Soc ia l  

Deve lopment .  The  P i l l ay  Commiss ion  o f  Inqu i ry  was  appo in ted  

in  2005  by  the  Premier  o f  the  Eas te rn  Cape to  inves t iga te  

among o ther  th ings  the  causes  o f  over -expend i tu re  in  the  

p rov inc ia l  admin is t ra t ion  f rom 1994  to  2005  (Nak i ,  2005) .  

Accord ing  to  the  repor t  tab led  to  the  P i l l ay  Commiss ion ,  the  

Eas te rn  Cape Depar tment  o f  Educa t ion  overspen t  i t s  budge t  on  

personne l  by  R256 m i l l i on  in  the  1999 /2000  f inanc ia l  year .  The  

Aud i to r  Genera l ’ s  repor t  on  the  annua l  f i nanc ia l  s ta tement  fo r  

the  f inanc ia l  year  wh ich  ended  on  31  March  2005 ,  showed an  

overd ra f t  o f  R655  mi l l i on  (Eas te rn  Cape Depar tment  o f  

Educa t ion  Annua l  Repor t  2004 /5 ,  123) .  Th is  i s  an  acc rua l  o f  

unau thor i sed  expend i tu res  on  personne l  f rom 1999  to  2005  

w i thou t  the  necessary  ad jus tment  budge t .  Th is  means  a  fa i lu re  
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by  the  p rov inc ia l  t reasury  to  adap t  the  budge t  to  ensure  

e f fec t i ve  a l loca t ion  o f  scarce  f inanc ia l  resources .       

 

The  Repub l i c  o f  Sou th  A f r i ca  i s  cons t i tu ted  as  a  un i ta ry  s ta te  

w i th  th ree  spheres  o f  government ,  namely  na t iona l ,  p rov inc ia l  

and  loca l .  The  coun t ry  has  n ine  p rov inces ,  each  w i th  a  d ive rse  

soc io -economic  cu l tu re  (Ven te r  and  Landsberg ,  2001 :182) .  The  

focus  o f  the  s tudy  i s  on  rev iew ing  the  e f fec t i veness  o f  f i nanc ia l  

con t ro ls  imp lemented  by  the  p rov inc ia l  t reasury  in  the  Eas te rn  

Cape  Depar tment  o f  Educa t ion  tha t  lead  to  e f f i c ien t  co re  

serv ices  de l i ve ry .  The  Sou th  A f r i can  government  i s  commi t ted  

to  budge t  con t ro l  i n  the  p rov inces ,  to  a t ta in  sound  mic ro  and  

macro -economic  g rowth .  Fur thermore  i t  i s  a  s t ipu la t ion  in  te rms 

o f  the  Pub l i c  F inance  Management  Ac t ,  1999  (Ac t  1  o f  1999) ,  

as  amended by  Ac t  29  o f  1999 ,  and  herea f te r  re fe r red  to  as  the  

PFMA,1999  tha t  e f f i c ien t  f i nanc ia l  management  i s  a t ta ined  to  

fac i l i t a te  e f fec t i ve  se rv ice  de l i ve ry .   

 

A  ma jo r  cha l lenge  fo r  the  pub l i c  sec to r  i s  to  become more  

e f fec t i ve  and  e f f i c ien t  in  the  use  o f  f i nanc ia l  resources  i f  the  

in tended  ou tcomes and  ou tpu ts  a re  to  be  ach ieved  fo r  the  

commun i t ies .  The  per fo rmance  o f  p rov inces  i s  measured  

na t iona l l y  as  we l l  as  by  the  c i t i zens  in  te rms  o f  se rv ice  

de l i ve ry .  Per fo rmance  budge t ing  shou ld  be  ma in ta ined  fo r  

enhancement  o f  a l l oca t i ve  e f f i c iency  (Ramos,  2000 :7 ) .  The  

measure  o f  e f fec t i ve  a l loca t ion  o f  t he  scarce  f inanc ia l  

resources  i s  based  on  the  serv ice  de l i ve ry  ta rge ts  to  be  

ach ieved  by  each  depar tment  w i th  the  ava i lab le  budge t  in  each  

f inanc ia l  year  (Ramos,  2000 :7 ) .  The  serv ice  de l i ve ry  ta rge ts  

and  the  budge t  es t imate  o f  tha t  f i nanc ia l  year  a re  approved  by  

the  leg is la tu re  fo r  imp lementa t ion .  The  s ign i f i can t  over -
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expend i tu re  cas ts  doub ts  on  e f fec t i ve  and  e f f i c ien t  a l loca t ion  o f  

scarce  f inanc ia l  r esources  resu l t i ng  in  e f fec t i ve  budge t  con t ro l .  

The  P i l l ay  Commiss ion  o f  Inqu i ry  heard  tha t  mass ive  

overspend ing  o f  R602  mi l l i on  on  personne l  i n  the  Eas te rn  Cape 

Depar tment  o f  Educa t ion  was  concea led  by  under -spend ing  on  

o ther  i tems as  a t  31  March  2004  (E l ias ,  2006) .   

 

1.2 .  Mot ivat ion  for  the  s tudy  
 
Governments  s t r i ve  towards  the  rea l i za t ion  o f  p rede te rmined  

goa ls  tha t  a re  embod ied  in  spec i f i c  ob jec t i ves  and  conc re te  

ta rge ts  to  meet  soc io -economic  and  po l i t i ca l  demands .  These  

ob jec t i ves  and  ta rge ts  a re  re f lec ted  in  the  governments ’  annua l  

opera t iona l  and  cap i ta l  budge ts  (G i ldenhuys ,  1997 :3 ) .  Budge t  

con t ro l  i s  no t  on ly  a  pub l i c  admin is t ra t ion  p r inc ip le ,  bu t  i s  a lso  

l i nked  to  economic  p r inc ip les  o f  pub l i c  f i nance  and  pub l i c  

management  accoun t ing .   

 

Th is  inves t iga t ion  focuses  on  the  p r inc ip les  re levan t  to  budge t  

con t ro l  as  espoused  in  the  d isc ip l ine  pub l i c  f i nanc ia l  

admin is t ra t ion .  Th is  s tudy  spec i f i ca l l y  nar rows  i t s  focus  to  

ine f fec t i ve  budge t  con t ro l  measures  imp lemented  by  the  

Eas te rn  Cape Prov inc ia l  T reasury  and  the  Eas te rn  Cape 

Depar tment  o f  Educa t ion .  I t  was  repor ted  tha t  the  Depar tment  

o f  Educa t ion  in  the  Eas te rn  Cape,  dur ing  the  2004 /05  f inanc ia l  

year ,  exper ienced  ex tens ive  f inanc ia l  m ismanagement  (George ,  

2004) .  A t  the  t ime o f  wr i t i ng ,  the  expend i tu re  fo recas t  fo r  the  

p rov ince ,  as  re f lec ted  in  the  Ear l y  Warn ing  Sys tem such  as  In -  

Year -Mon i to r ing  ind ica ted  tha t  the  Eas te rn  Cape Depar tment  o f  

Educa t ion  cou ld  incur  a  de f i c i t  o f  R1  b i l l i on  by  the  end  o f  the  

2004 /05  f inanc ia l  year  (George ,  2004) .  I t  i s  impera t i ve  tha t  
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these  s igna ls  be  heeded to  ma in ta in  sound  budge ta ry  

paramete rs .  

 

The  p reva lence  o f  ine f fec t i ve  budge t  con t ro l  i n  the  Depar tment  

o f  Educa t ion  has  been  echoed by  va r ious  commun i ty  leaders  

who  ho ld  the  percep t ion  tha t  t he  Eas te rn  Cape Depar tment  o f  

Educa t ion  i s  exper ienc ing  a  pub l i c  f i nanc ia l  c r i s i s  due  to  poor  

f i nanc ia l  management  (George ,  2004) .  O ther  p rov inc ia l  

depar tments  were  a lso  fac ing  the  cha l lenge  o f  over -spend ing  

par t i cu la r l y  the  Depar tment  o f  Soc ia l  Deve lopment  in  the  

Eas te rn  Cape,  bu t  the  Depar tment  o f  Educa t ion  f inanc ia l  c r i s i s  

was  repea ted ly  repor ted  w i th  ine f fec t i ve  budge ta ry  con t ro l  

measures  no ted  as  the  cause  (George ,  2004) .  The  p rov inc ia l  

Depar tment  o f  Educa t ion ,  du r ing  the  f inanc ia l  year  2004 /5 ,  

requ i red  the  Nat iona l  Depar tment  o f  Educa t ion  to  ass is t  i t  

f i nanc ia l l y  in  add i t i on  to  the  in i t i a l  appropr ia t ion  made a t  the  

s ta r t  o f  the  f inanc ia l  year  (George ,  2004) .  The  reques t  fo r  

f i nanc ia l  ass is tance  was  suppor ted  by  the  un ions ,  such  as  the  

Sou th  A f r i can  Democra t i c  Teachers ’  Un ion  (SADTU) ,  in  the  

bes t  in te res t  o f  educa t ion  in  the  Eas te rn  Cape.  The  p r inc ipa l  

focus  o f  the  f inanc ia l  ass is tance  p lan  inc luded  mak ing  f inanc ia l  

resources  ava i lab le ,  a  requ i rement  fo r  f i nanc ia l  accoun tab i l i t y  

and  e f fec t i ve  f i nanc ia l  management .  However ,  add i t i ona l  

fund ing  was  no t  made ava i lab le  by  the  Eas te rn  Cape Prov inc ia l  

T reasury  and  Nat iona l  Depar tment  o f  Educa t ion  to  the  Eas te rn  

Cape Depar tment  o f  Educa t ion  and  the  de f i c i t  accumula ted  to  

R1 ,2  b i l l i on  a t  the  end  o f  March  2004  (A l ias ,  2006) .  

   

The  p ro jec ted  p rov inc ia l  de f i c i t  to  the  magn i tude  o f  R1 ,2  b i l l i on  

in  the  Eas te rn  Cape Depar tment  o f  Educa t ion  fo r  the  2004 /5  

f i nanc ia l  year  de f in i te l y  g ives  impetus  to  the  fear  o f  se r ious  

 5



f i nanc ia l  i ns tab i l i t y  i n  the  p rov ince ’s  a l ready  vo la t i l e  pub l i c  

f i nanc ia l  admin is t ra t ion .  The  expend i tu re  t rends  a t  the  na t iona l  

t reasury ,  i n  respec t  o f  the  Nat iona l  Depar tment  o f  Educa t ion ,  

a lso  showed ex tens ive  overspend ing ,  wh ich  i s  ind ica t i ve  o f  the  

cha l lenges  in  budge t  con t ro l  a t  the  na t iona l  l eve l .  The  na t iona l  

sum to ta l  o f  expend i tu re  on  educa t ion  g rew by  4 ,6  percen t  in  

rea l  te rms  f rom R53,1  b i l l i on  to  R58 ,9  b i l l i on  in  2003 /04  

( In te rgovernmenta l  F isca l  Rev iew,  2003 :17) .  The  b igges t  

g rowth  was  in  non-personne l ,  non-cap i ta l  expend i tu re  tha t  

showed g rowth  o f  16 ,1  percen t  in  2003 /4  and  i s  p ro jec ted  to  

g row a t  an  average  annua l  ra te  o f  9 ,4  percen t  over  the  Med ium 

Term Expend i tu re  F ramework  (MTEF)  ( In te rgovernmenta l  F isca l  

Rev iew,  2003 :17) .   

 

The  p ro jec ted  s ign i f i can t  amount  o f  R1 .2  b i l l i on  fo r  the  budge t  

de f i c i t  i n  the  Eas te rn  Cape Depar tment  o f  Educa t ion  i s  a  cause  

fo r  concern  to  taxpayers ,  because  in  accordance  w i th  t he  

PFMA,  1999  (Ac t  1  o f  1999) ,  as  amended  by  Ac t  29  o f  1999 ,  

budge ts  and  the  budge ta ry  p rocess  mus t  p romote  t ransparency ,  

accoun tab i l i t y  and  e f fec t i ve  f i nanc ia l  management .  In  te rms  o f  

th i s  Ac t ,  e f fec t i ve  f inanc ia l  management  and  the  ma in tenance  

o f  an  e f fec t i ve  ba lance  be tween government  spend ing  and  the  

ab i l i t y  o f  the  taxpayers  to  sus ta in  th is  th rough  payment  o f  

taxes  a re  to  be  en fo rced  by  the  p rov inc ia l  t reasury .  The  

Nat iona l  Un ion  o f  Educa to rs  and  the  Nat iona l  Pro fess iona l  

Teachers  Organ iza t ion  o f  Sou th  A f r i ca  a re  o f  the  op in ion  tha t  

e f fec t i ve  budge t  con t ro l  mechan i sms a re  needed  i f  add i t iona l  

fund ing  i s  go ing  to  be  ava i lab le  (George ,  2004) .  These  budge t  

con t ro l  measures  mus t  ensure  s t r ingen t  accoun tab i l i t y  

mechan isms tha t  w i l l  b r ing  abou t  e f fec t i ve  expend i tu re  and  
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improved  educa t iona l  se rv ice  de l i ve ry  in  the  p rov ince  (George ,  

2004) .   

 

Budge t  con t ro l  has  been  ex tens ive ly  deba ted  and  researched  

w i th in  t he  d isc ip l ine  o f  Pub l i c  Admin is t ra t ion  as  w i l l  be  

i l l us t ra ted  by  the  l i t e ra tu re  rev iew.  Inves t iga t ions  in to  budge t  

re fo rm prac t i ces  have  a lso  been  ex tens ive ly  researched .  Th is  

s tudy ,  none the less ,  w i l l  l im i t  the  inves t iga t ion  to  the  budget  

con t ro l  func t ion  o f  the  Eas te rn  Cape p rov inc ia l  t reasury ,  w i th  

spec i f i c  re fe rence  to  de f i c i t  spend ing  in  the  Eas te rn  Cape 

Depar tment  o f  Educa t ion  dur ing  the  2004 /5  f inanc ia l  year .     

 

1.3 .  Object ives  of  research 
 
The  ob jec t i ves  o f  th i s  s tudy  a re  to :  

 Es tab l i sh  whe ther  the  p rov inc ia l  t reasury  i s  e f fec t i ve  and  

e f f i c ien t  in  the  a l loca t ion  and  management  o f  scarce  

f inanc ia l  resources  w i th  respec t  to  app l i cab le  lega l  

f rameworks  such  as  the  PFMA,1999  (Ac t  1  o f  1999) ,  as  

amended by  Ac t  29  o f  1999 ;  

 

 uncover  whe ther  the  p rov inc ia l  t reasury  i s  e f fec t ive  in  

ensur ing  tha t  p rov inc ia l  depar tments ,  such  as  the  

Eas te rn  Cape Depar tment  o f  Educa t ion ,  imp lement  the  

na t iona l  f i sca l  po l i cy  ob jec t i ve  o f  ba lanc ing   income and  

expend i tu re  a t  p rov inc ia l  l eve l ;  

 

 es tab l i sh  whether  the  Eas te rn  Cape p rov inc ia l  t reasury  

i s  ab le  to  ensure  tha t  p rov inc ia l  depar tments ,  

pa r t i cu la r l y  the  Eas te rn  Cape  Depar tment  o f  Educa t ion ,  

have  ins t i tu t iona l  capac i t y  fo r  imp lementa t ion  o f  budge t  

con t ro l  measures ;  
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 es tab l i sh  whether  the  p rov inc ia l  t reasury  i s  e f fec t ive  in  

tak ing  appropr ia te  measures  to  p reven t  the  de f i c i t  

spend ing  as  i t  i s  respons ib le  fo r  management  o f  cash  

f low and  In  Year  Mon i to r ing ;  and  

 

 to  recommend tha t  s tab le  f i sca l  po l i cy  measures  be  

imp lemented  by  the  p rov inc ia l  t reasury  to  ensure  the  

enhancement  o f  e f fec t i ve  and  e f f i c ien t  budge t  con t ro l  

measures .  

 

1 .4 .  Problem sta tement   
 
The  imp lementa t ion  o f  i ne f fec t i ve  budge t  con t ro l  measures  by  

the  Eas te rn  Cape p rov inc ia l  t reasury  and  Eas te rn  Cape 

Depar tment  o f  Educa t ion  has  led  to  de f i c i t  spend ing .  

 

1.5 .  Research hypothes is  
 
The  app l i ca t ion  o f  s tab le  f i sca l  po l i cy  measures  by  the  Eas te rn  

Cape p rov inc ia l  t reasury ,  i n  re la t ion  to  the  na t iona l  f i sca l  

ob jec t i ves ,  wou ld  lead  to  e f fec t i ve  budge t  con t ro l  i n  p rov inc ia l  

depar tments ,  pa r t i cu la r l y  in  the  Eas te rn  Cape Depar tment  o f  

Educa t ion .  

 

1.6 .  Research methodology  
 
Var ious  research  methods  were  u t i l i zed  to  der i ve  va l id  

a rguments  and  conc lus ions .  The  l i t e ra tu re  rev iew focused  on  

the  budge t  con t ro l  measures  as  espoused  in  the  f i sca l  po l i cy  

theor ies .   
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The quan t i ta t i ve  da ta  were  ob ta ined  f rom the  use  o f  

ques t ionna i res .  A  ques t ionna i re  was  used  to  conduc t  s t ruc tu red  

in te rv iews  where  necessary  fo r  the  speedy  co l lec t ion  o f  da ta ,  

pa r t i cu la r l y  f rom sen io r  o f f i c ia l s ,  such  as  the  accoun t ing  

o f f i ce rs .  The  respondents  were  reques ted  to  f i l l  i n  the  

ques t ionna i res  and  to  pu t  the  comple ted  ques t ionna i res  in  a  

box  spec i f i ca l l y  a r ranged  fo r  tha t  purpose .  

  

The  respondents  inc luded  o f f i c ia l s  o f  the  budge t  management  

b ranch  and  f inance  b ranch  o f  the  p rov inc ia l  t reasury  and  the  

Eas te rn  Cape Depar tment  o f  Educa t ion  respec t i ve ly .  The  

o f f i c ia l s  inc luded  the  S ta te  Accoun tan ts ,  F inanc ia l  

Admin is t ra t ion  Of f i ce rs ,  Ass is tan t  D i rec to rs ,  Depu ty  D i rec to rs  

and  D i rec to rs  and  above .  The  ranks  f rom Deputy  D i rec to r  and  

be low fo rm the  core  o f  the  func t iona l  hub  where  budge t  con t ro l  

takes  p lace .  The  leve ls  o f  D i rec to rs  and  above  a re  a t  the  co re  

o f  dec is ion-mak ing  on  budge t  con t ro l .  The  response  ra te  o f  

77 .5  percen t  i s  regarded  as  h igh ,  as  the  Prov ince  o f  the  

Eas te rn  Cape p rov inc ia l  t reasury  and  p rov inc ia l  Depar tment  o f  

Educa t ion  a re  cu r ren t l y  faced  w i th  the  cha l lenge  o f  de f i c i t  

spend ing  f rom the  2004 /05  f inanc ia l  year .     

 

The  f ind ings  deduced  f rom the  ques t ionna i res  w i l l  be  p resen ted  

in  p ie  char ts  and  bar  g raphs .  

   

1.7 .  Def in i t ion  of  concepts  and terms 
 
For  the  purpose  o f  th i s  s tudy ,  the  fo l low ing  mean ings  a re  

assoc ia ted  w i th  the  concep ts  in  the  t i t l e  and  p rob lem 

s ta tement .  
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1.7 .1 .A l loca t i ve  e f f i c iency  

A l loca t i ve  e f f i c iency  re fers  to  the  ex ten t  to  wh ich  the  scarce  

pub l i c  f i nanc ia l  r esources  a re  a l loca ted  to  ensure  tha t  demands  

and  p re fe rences  o f  the  c i t i zens  o f  the  p rov ince  a re  met  in  a  fa i r  

manner  (Premchand,  1983 :66) .  

 

 

1 .7 .2 .  Budge t   

A  budge t  i s  a  document  tha t  re f lec ts  the  es t imates  o f  i ncome 

and  expend i tu re  o f  a  government  fo r  a  par t i cu la r  pe r iod  o f  t ime ,  

tha t  i s ,  f rom 1  Apr i l  t o  31  March  (Erasmus and  V isser ,  

2000 :167) .  Some ob jec t i ves  a re  rea l i zed  in  the  shor t - te rm and  

some are  rea l i zed  in  the  long  te rm in  re la t ion  to  mu l t i - year  

p rogrammes tha t  have  been  adop ted  (Erasmus and  V isser ,  

2000 :176) .  The  Med ium Term Expend i tu re  F ramework  (MTEF)  

t yp i f i es  the  f inanc ia l  p lann ing  o f  env isaged  mu l t i - year  

p rogrammes ( In te rgovernmenta l  F isca l  Rev iew,  2003 : i ) .   I t  i s  

the  long- te rm budge ta ry  gu ide  wh ich  re f lec ts  a  d i rec t  

re la t ionsh ip  w i th  the  shor t - te rm  annua l  budge t .  The  shor t - te rm 

annua l  budge ta ry  ob jec t i ves  a re  in f luenced  by  the  long- te rm 

pro jec t ions  cap tu red  in  the  MTEF.  The  annua l  budge t  thus  

se rves  as  an  imp lementa t ion  too l  fo r  l ong- te rm ob jec t i ves  

(Erasmus  and  V isser ,  2000 :167) .   

 

1 .7 .3 .  Bor row ing   

Erasmus and  V isser  (2000 :33)  re fe r  to  bor row ing  as  a  cash  f low 

p rob lem where  consumers  o r  p roducers  want  a  p roduc t  o r  

se rv ice  immed ia te ly ,  bu t  can  on ly  pay  fo r  i t  a t  a  la te r  s tage  

when funds  w i l l  be  ava i lab le .  In  government ,  bo r row ing  means  

tha t  the  ins t i tu t ion  concerned  has  budge ted  fo r  ce r ta in  i tems,  

bu t  the  ac tua l  revenue  acc rued  i s  less  than  the  p ro jec ted  
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expend i tu re .  Th is  shor t fa l l  has  to  be  met  by  bor row ing  funds  

f rom na t iona l  government  o r  banks  (B lack ,  Ca l i t z ,  and  

S teenkamp,  2003 :247) .   

 

1 .7 .4 .  Con t ro l   

Con t ro l  bas ica l l y  re fe rs  to  ve r i f i ca t ion  o f  t ransac t ions  and  

de te rmin ing  the  au thor i t y  tha t  enab les  an  ac t ion  to  be  

under taken  (Premchand,  1993 :28) .  I t  i s  s im i la r l y  v iewed as  a  

method  in  admin is t ra t ion  by  wh ich  p rogress  towards  the  

accompl i shment  o f  the  ob jec t i ves  o f  the  o rgan iza t ion  i s  

measured  aga ins t  the  u t i l i za t ion  o f  resources  (Hanekom and  

Thornh i l l ,  1983 :9 ) .  I t  then  fo l l ows  tha t  i f  the re  i s  l i t t l e  p rogress  

to  ach iev ing  the  ob jec t i ves  there  i s  a  need  fo r  imp lementa t ion  

o f  co r rec t i ve  ac t ion  (Hanekom and  Thornh i l l ;  1983 :9 ) .  

 

1 .7 .  5 .  Deb t  

Deb t  i s  de f ined  in  th i s  s tudy  as  the  sum o f  a l l  the  ou ts tand ing  

f inanc ia l  l i ab i l i t i es  o f  the  depar tment  where  there  i s  a  p r imary  

and  lega l  respons ib i l i t y  to  repay  the  o r ig ina l  amount  bor rowed 

and  to  pay  in te res t  (B lack  e t  a l .  2003 :247) .     

 

1 .7 .6 .  D is t r ibu t ion  

D is t r ibu t ion  i s  to  g ive  a  fa i r  share  o f  resources  o f  the  coun t ry  

to  a l l  members  o f  tha t  soc ie ty  (Eas te rn  Cape Prov inc ia l  Growth  

and  Deve lopment  P lan ,  2004-14 :8 ) .  The  members  o f  the  

commun i t ies  commun ica te  the i r  needs  to  the  commun i ty  

leaders  and  needs  a re  ana lysed  to  es tab l i sh  the  rea l  needs  

tha t  cou ld  be  funded  th rough  pub l i c  funds .  Pub l i c  funds  a re  

ob ta ined  th rough  taxa t ion  fo r  d i s t r ibu t ion  to  the  need ies t  

members  o f  the  commun i t ies .    Th is  cou ld  be  re fe r red  to  as  the  
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re -a l loca t ion  o f  i ncome in to  a  cer ta in  income g roup  in  the  

soc ie ty ;  accord ing  to  B lack  e t  a l  (2003 :301) .      

 

1 .7 .7 .  Economic  g rowth  

Economic  g rowth  in  th i s  s tudy  i s  the  ab i l i t y  o f  the  p rov ince  to  

p rov ide  a  g rea te r  vo lume o f  commod i t ies  per  cap i ta  

(Greenwa ld ,  1982 :276) .  The  de f in i t i on  inc ludes  soc ia l  

deve lopment  as  th i s  s tudy  observes  the  no t ion  o f  budge t  

con t ro l  f rom a  pub l i c  f i nanc ia l  admin is t ra t ion  po in t  o f  v iew.  In  

th i s  scenar io ,  economic  o r  soc io -economic  deve lopment  

t yp ica l l y  re la tes  to  a  pos i t i ve  change ,  a  rea l  i nc rease  in  to ta l  

ou tpu t ,  o r  i n  the  we l l -be ing  o r  mate r ia l  we l fa re  o f  the  c i t i zens  

o f  a  coun t ry  (Lane  and  Ersson ,  1990 :72) .  Soc io -economic  

deve lopment  embod ies  soc ia l  mob i l i t y  as  the  government  i s  

concerned  w i th  the  improvement  o f  the  qua l i t y  o f  l i f e  o f  the  

c i t i zens .     

 

1 .7 .8 .  E f fec t i veness  

E f fec t i veness  i s  the  ex ten t  to  wh ich  the  o rgan iza t ion  a t ta ins  i t s  

ob jec t i ves  (G i ldenhuys ,  1997 :  501) .  E f fec t i veness ,  accord ing  to  

G i ldenhuys  (1997 :501) ,  i s  geared  towards  ensur ing  tha t  the  

resu l t s  o f  the  p rogrammes a re  ach iev ing  the  p rede te rmined  

goa ls  and  ob jec t i ves  w i th in  the  f ramework  o f  ce r ta in  s tandards  

o f  t ime ,  cos t ,  qua l i t y  and  accep tab i l i t y .  

 

1 .7 .  9 .  E f f i c iency  

E f f i c iency  re fe rs  to  the  ex ten t  to  wh ich  the  o rgan iza t ion  i s  ab le  

to  ach ieve  i t s  ob jec t i ves  w i th  the  leas t  cos ts  f rom the  

resources  i t  has  a t  i t s  own d isposa l .  E f f i c iency  shows the  

max imum resu l t s  fo r  any  g iven  comb ina t ion  o f  resources  o r  
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uses  the  min imum resources  fo r  any  g iven  quan t i t y  and  qua l i t y  

o f  goods  o r  se rv ices  rendered  (G i ldenhuys ,  1997 :501) .  

 

1 .7 .10 .  Equ i t y  

Equ i t y  re fe rs  to  fa i rness  in  the  d is t r ibu t ion  o f  resources ;  

accord ing  to  B lack  e t  a l  (2003 :184) .  

 

1 .7 .11 .  Expend i tu re  

Expend i tu re  re fe rs  to  an  amount  o f  money  spen t  on  the  

purchase  o f  goods  and  serv ices  (Erasmus &  V isser ,  2000 :108) .   

 

1 .7 .12 .  F isca l  po l i cy   

F isca l  po l i cy  re fe rs  to  the  government ’ s  dec is ions  on  the  

na tu re ,  leve l  and  compos i t ion  o f  government  expend i tu re ,  

taxa t ion  and  bor row ing  geared  to  a t ta in ing  par t i cu la r  soc io -

economic  goa ls  (B lack  e t  a l ,  2003 :266) .   

 

1 .7 .13 .  Per  cap i ta  income 

For  the  purposes  o f  th i s  s tudy ,  per  cap i ta  income re fe rs  to  the  

to ta l  i ncome o f  the  Prov ince  o f  the  Eas te rn  Cape,  d iv ided  by  

the  to ta l  number  o f  i t s  c i t i zens  in  res idence  in  o rder  t o  

de te rmine  the  jus t  share  o f  each  c i t i zen  in  the  economy o f  the  

p rov ince  (C loe te  and  Wiss ink ,  2000 :85) .  

 

1 .7 .14 .  P lann ing  

P lann ing  re fe rs  to  the  iden t i f i ca t ion  o f  ob jec t i ves ,  accord ing  to  

wh ich  f i sca l  po l i cy  fo r  the  fu tu re  can  be  de te rmined  (Erasmus &  

V isser ,  2000 :176) .  P lann ing ,  i n  o ther  words ,  i s  the  p rocess  o f  

se t t i ng  goa ls  to  ach ieve  w i th in  a  spec i f i c  per iod  o f  t ime  w i th  

spec i f i c  resources  tha t  inc lude  f inanc ia l  resources  and  human 
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resources  (Kn ipe ,  van  der  Wa ld t ,  van  N iekerk ,  Burger  and  Ne l l ,  

2002 :170) .      

 

 

1 .7 .15 .  S tab i l i za t ion  

S tab i l i za t ion  re fe rs  to  the  macro -economic  ob jec t i ves  wh ich  

inc lude  an  accep tab le  ra te  o f  economic  g rowth ,  fu l l  

emp loyment ,  p r i ce  s tab i l i t y  and  sound  ba lance  o f  payments  

(B lack  e t  a l ,  2003 :25) .  

 
1.8 .  Organizat ion  of  chapters  
 
1 .8 .1 .  Chap te r  1  

Chap te r  One in t roduces  the  mot i va t ion  fo r  the  s tudy ,  the  

p rob lem s ta tement  and  the  research  wh ich  re la tes  to  the  

budge t  con t ro l  func t ion  o f  the  p rov inc ia l  t reasury .  The  budge t  

con t ro l  func t ion  embod ies  mon i to r ing  wh ich  i s  v iewed as  an  

ana ly t i c  p rocedure  tha t  i s  used  to  p roduce  in fo rmat ion  abou t  

the  causes  and  consequences  o f  the  imp lementa t ion  o f  pub l i c  

po l i c ies .  Mon i to r ing  permi ts  ana lys ts  to  descr ibe  the  

re la t ionsh ips  be tween po l i cy  p rogrammes,  opera t ions  and  the i r  

ou tcomes .  The  ne t  resu l t  i s  to  de te rmine  whe ther  the  

o rgan iza t ion  i s  u t i l i z ing  i t s  budge t  e f fec t i ve ly  and  e f f i c ien t l y  to  

accompl i sh  i t s  ob jec t i ves .  I f  the  budge t  i s  no t  u t i l i zed  

e f fec t i ve ly  and  e f f i c ien t l y  to  ach ieve  the  p rogrammes o f  the  

o rgan iza t ion  appropr ia te  co r rec t i ve  measures  mus t  be  taken  to  

a l lev ia te  the  dys func t iona l  behav iour .   

 

1 .8 .2 .  Chap te r  2  

Chapte r  Two dea ls  w i th  the  budge t  con t ro l  theor ies  o f  the  

p rov inc ia l  t reasury  as  env isaged  in  f i sca l  po l i cy .  The  budge t  

con t ro l  theor ies  a re  embod ied  in  the  f i sca l  po l i cy .  The  f i sca l  
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po l i cy  inc ludes  a l loca t i ve  e f f i c iency  tha t  i s  found  in  budge t ing  

sys tems tha t  compr ise  the  l ine - i tem budge t ing  sys tem,  p lann ing  

p rogramming  sys tem and  zero  base  budge t ing  sys tem;  as  we l l  

as  s tab i l i za t ion  func t ion ,  d is t r ibu t ion  func t ion ,  and  economic  

g rowth .  The  o ther  va r iab les  o f  f i sca l  po l i cy  inc lude  f i sca l  

d i sc ip l ine ,  con t ro l  f ramework  and  pub l i c  deb t  and  budge t  

de f i c i t .  

 

1 .8 .3 .  Chap te r  3  

Chapte r  Three  dea ls  w i th  the  app l i ca t ion  o f  budge t  con t ro l  

theor ies  to  Sou th  A f r i ca  w i th  spec i f i c  re fe rence  to  t he  Prov ince  

o f  the  Eas te rn  Cape and  the  re la t ionsh ips  be tween the  na t iona l  

and  p rov inc ia l  t reasur ies .  In  accordance  w i th  the  

in te rgovernmenta l  f i sca l  re la t ions ,  a l l  revenue  ra ised  na t iona l l y  

i s  d iv ided  among the  na t iona l ,  p rov inc ia l  and  loca l  spheres  o f  

government .  Th is  v iewpo in t  i s  enshr ined  in  te rms  o f  sec t ion  

214(1 )  o f  the  Cons t i tu t ion  o f  the  Repub l i c  o f  Sou th  A f r i ca ,  1996  

(Ac t  108  o f  1996) .  Th is  approach  to  in te rgovernmenta l  

t rans fe rs  i s  v iewed as  the  mos t  impor tan t  veh ic le  to  ach ieve  

economic  equ i t y  th rough  f i sca l  red is t r ibu t ion ,  tak ing  in to  

accoun t  the  p rov inc ia l  economic  inequa l i t i es  caused  by  among 

o ther  th ings  the  apar the id  sys tem.  

 

1 .8 .4 .  Chap te r  4  

Chapte r  Four  dea ls  w i th  the  research  methodo logy ,  in  wh ich  

the  ana lys is  o f  the  var iab les  o f  budge t  con t ro l  i s  d i scussed .  P ie  

char ts  and  g raphs  a re  used  to  show the  d is t r ibu t ion  o f  the  

responses  to  the  var iab les  o f  the  budge t  con t ro l  func t ion  o f  the  

p rov inc ia l  t reasury .  A  rev iew o f  the  research  f ind ings  w i l l  a l so  

be  conduc ted  in  th i s  chap te r .  

 

 15



1 .8 .5 .  Chap te r  5  

F ina l l y ,  Chap te r  F ive  p roposes  recommendat ions  fo r  improved  

budge t  con t ro l  w i th in  the  Eas te rn  Cape ,  par t i cu la r l y  in  the  

Depar tment  o f  Educa t ion ;  and  d raws  conc lus ions .  The  

recommendat ions  w i l l  be  based  on  the  f ind ings  as  we l l  as  

in te rna t iona l  exper ience  ga thered  f rom the  l i t e ra tu re  rev iew.  

 

1.9 .  Conclus ion 
 

Th is  Chap te r  exp lo red  the  budget  con t ro l  measures  o f  the  

p rov inc ia l  t reasury  w i th  par t i cu la r  re fe rence  to  the  Eas te rn  

Cape Depar tment  o f  Educa t ion .  The  budge t  con t ro l  func t ion  o f  

the  p rov inc ia l  t reasury  i s  l i nked  to  the  repea ted ly  repor ted  

over -expend i tu re  in  the  Eas te rn  Cape Depar tment  o f  Educa t ion  

in  2004 /5  f inanc ia l  year .  The  p reva lence  o f  ine f fec t i ve  budge t  

con t ro l  i n  the  Eas te rn  Cape Depar tment  o f  Educa t ion  was  

echoed  by  va r ious  commun i ty  o rgan iza t ions  such  as  SADTU to  

ra ise  the  percep t ion  o f  pub l i c  f i nanc ia l  c r i s i s .  

 

The  Chapte r  in t roduced  the  mot i va t ion  fo r  the  s tudy ,  p rob lem 

s ta tement ,  de f in i t i on  o f  concep ts  and  the  research  methodo logy  

tha t  re la te  to  the  budge t  con t ro l  o f  the  p rov inc ia l  t reasury .  The  

budge t  con t ro l  func t ion  in  a  un i t a ry  s ta te  w i th  a  f i sca l  federa l  

approach  such  as  Sou th  A f r i ca  tends  to  be  en tang led  w i th  

in te rgovernmenta l  f i sca l  re la t ions .  The  Prov ince  o f  the  Eas te rn  

Cape  f inds  i t se l f  i nvo lved  in  t he  f i sca l  i n te rgovernmenta l  

re la t ions  in  the  p repara t ion  and  execu t ion  o f  i t s  f i sca l  po l i cy .   

The  re la t i ve  uncon t ro l lab i l i t y  o f  government  expend i tu re  due  to  

lega l  en t i t l ement  i s  v iewed as  one  s ing le  fac t  tha t  makes  pub l i c  

f i nanc ia l  admin is t ra t ion  d i f fe ren t  f rom the  p r i va te  sec to r .  Pub l i c  

sec to r  budge t ing  i s  a lways  a l igned  to  se rv ice  de l i ve ry  goa ls  i f  
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budget  con t ro l  measures  a re  to  be  e f fec t i ve .  The  s tab le  f i sca l  

po l i cy  ob jec t i ves  may  be  v iewed as  the  corners tone  fo r  

e f fec t i ve  budge t  con t ro l  measures  o f  t reasury  in  any  

government .   
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CHAPTER 2 

LITERATURE REVIEW ON BUDGET CONTROL 

 

2.1 .  In t roduct ion  
  

The  a im o f  th i s  chap te r  i s  to  g ive  a  theore t i ca l  overv iew o f  the  

budge t  con t ro l  func t ion  as  i t  re la tes  to  pub l i c  f i nanc ia l  

admin is t ra t ion .  The  budge t  con t ro l  func t ion  i s  a  two- fo ld  

exerc ise  tha t  embraces  ver i f i ca t ion  o f  the  budge t  t ransac t ions  

and  de te rmin ing  the  au thor i t y  tha t  enab led  the  expend i tu re  to  

be  incur red .  Budget  con t ro l  mon i to rs  leve ls  o f  i ncome and  

expend i tu re  and  thus  per fo rms an  overs igh t  func t ion  to  ensure  

e f f i c ien t  and  e f fec t i ve  usage  o f  appropr ia ted  funds .   

 

The  regu la r  overs igh t  o f  appropr ia t ions  inev i tab ly  c rea tes  a  

s t rong  re la t ionsh ip  be tween f i sca l  po l i cy  and  budge t  con t ro l .  

Sec t ion  17  o f  the  PFMA,  1999 (Ac t  1  o f  1999) ,  as  amended by  

Ac t  29  o f  1999  es tab l i shes  a  p rov inc ia l  t reasury  fo r  each  

p rov ince  tha t  i s  respons ib le  fo r  f i nanc ia l  mat te rs .  The  

p rov inc ia l  t reasury  in  accordance  w i th  the  above  leg is la t ion  i s  

en t rus ted  w i th  the  respons ib i l i t y  o f  p repar ing  the  p rov inc ia l  

budge t  and  ensur ing  i t s  e f fec t i ve  imp lementa t ion  to  e f fec t  

se rv ice  de l i ve ry .  In  add i t ion  to  these  powers  the  na t iona l  

t reasury  may  de lega te  any  o f  i t s  powers  to  a  p rov inc ia l  

t reasury  accord ing  to  sec t ion  10  o f  the  sa id  Ac t .  Th is  inev i tab ly  

p laces  the  p rov inc ia l  t reasury  a t  the  hear t  o f  the  p rov inc ia l  

f i sca l  po l i cy .  Th is  chap te r  thus  exp lo res  the  budge t  con t ro l  

theor ies  tha t  a re  embod ied  in  f i sca l  po l i cy .   

 

F isca l  po l i cy  represen ts  na t iona l  and  p rov inc ia l  government  

dec is ions  on  the  na tu re ,  l eve l  and  compos i t i on  o f  government  
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expend i tu re ,  taxa t ion  and  bor row ing  geared  to  pursu ing  

par t i cu la r  goa ls .  F isca l  po l i cy  i s  a lso  v iewed as  the  government  

app l i ca t ion  o f  f i sca l  i ns t ruments  to  g ive  e f fec t  to  i t s  f i nanc ia l  

po l i cy .  These  ins t ruments  a re  taxes ,  a l loca t ion  o f  f i nanc ia l  

resources ,  government  spend ing  and  government  deb t  

opera t ions  tha t  in f luence  economic  ac t i v i t i es .  The  var iab les  o f  

f i sca l  po l i cy  tha t  a re  exp lo red  in  th i s  chap te r  embrace  

a l loca t i ve  e f f i c iency ,  f i sca l  d i sc ip l ine ,  the  con t ro l  f ramework  

and  pub l i c  deb t  and  budge t  de f i c i t  

 
 

2.2 .  A l locat ive  e f f ic iency  
 
A l loca t i ve  e f f i c iency  re fe rs  to  the  e f fec t i veness  in  the  

a l loca t ion  o f  scarce  f inanc ia l  resources  to  ensure  tha t  the  

demands  and  p re fe rences  o f  the  c i t i zens  o f  the  p rov ince  a re  

met  in  a  fa i r  manner  (Premchand,  1983 :66) .  Th is  i s  p roper l y  pu t  

by  G i ldenhuys  (1997 :396)  as  pub l i c  po l i cy  expressed  in  

moneta ry  te rms.  In  o ther  words ,  a l loca t i ve  e f f i c iency  may  be  

v iewed as  e f fec t i veness  in  a l loca t ion  o f  scarce  f i nanc ia l  

resources  f rom the  p rov inc ia l  revenue  fund  to  depar tments  

accord ing  to  c r i te r ia  es tab l i shed  in  te rms  o f  h ighes t  p rov inc ia l  

government  p r io r i t i es  and  na t iona l  p r io r i t i es .  The  ac tua l  

fo rmu la  fo r  de te rmina t ion  o f  each  p rov ince ’s  equ i tab le  share  i s  

based  on  demograph ics  and  economic  p ro f i l e  (B lack  e t  a l .  

2003 :313) .  The  ver t i ca l  d i v i s ion  o f  na t iona l  co l lec ted  revenue  

be tween na t iona l ,  p rov inc ia l  and  loca l  governments  i s  based  on  

the  a l loca t ion  o f  func t ions  in  each  sphere  o f  government .  

 

The  p rov inc ia l  t reasury  has  to  ensure  tha t  the  f i sca l  po l i cy  

ob jec t i ves  a re  a l igned  w i th  spec i f i c  per fo rmance  ob jec t i ves  i f  

the  budge t  con t ro l  func t ion  i s  to  be  a t ta ined .  The  budge t  se rves  
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th ree  economic  tasks ,  tha t  i s ,  s tab i l i za t ion ,  d is t r ibu t ion  and  

economic  g rowth  (B lack  e t  a l .  2003 :25) .  However ,  i t  i s  

impera t i ve  to  ensure  c la r i t y  in  regard  to  economic  a l loca t ion  

be fo re  exp lo r ing  the  economic  tasks  tha t  a re  served  by  the  

budge t .  Economic  a l loca t ion  de te rmines  whether  the re  i s  

e f f i c iency  and  e f fec t i veness  in  the  a l loca t ion  o f  f i nanc ia l  

resources  as  budge t  con t ro l  beg ins  w i th  a l loca t i ve  e f f i c iency .  

    

G i ldenhuys  (1997 :509)  sugges ts  tha t  there  mus t  be  

deve lopment  and  adap ta t ion  o f  budge t ing  sys tems to  p rov ide  

po l i t i ca l  dec is ion -makers  w i th  su f f i c ien t  accura te  in fo rmat ion  to  

make  respons ib le  dec is ions .  A  budge t ing  sys tem mus t  a lso  

encourage  the  re levan t  o f f i c ia l s  to  ach ieve  the  se t  ob jec t i ves  

e f fec t i ve ly  and  e f f i c ien t l y  (Erasmus and  V isser ,  2000 :168) .  The  

budge t ing  sys tems embrace ,  among o ther  th ings ,  l i ne - i tem 

budge t ing ,  the  p lann ing  p rogramming  budge t ing  sys tem,  

ob jec t i ve  budge t ing  sys tem and  zero -base  budge t ing  sys tem.  

A l l  these  budge t ing  sys tems a re ,  i n  p rac t i ce ,  u t i l i zed  in  the  

budge t ing  p rocess .  The  cha l lenge  i s  no t  to  a l low one  budge t ing  

sys tem such  as  the  l i ne - i t em budget ing  sys tem tha t  i s  

inc rementa l  i n  na tu re  to  enc roach  upon  the  o thers .  B r ie f  

re fe rence  to  these  budge t ing  sys tems i s  needed  in  d iscuss ing  

the  budge t  con t ro l  func t ion  o f  the  p rov inc ia l  t reasury  as  these  

sys tems a re  a t  the  co re  o f  e f fec t i ve  budge t  con t ro l .  The  c r i te r ia  

fo r  the  a l loca t ion  o f  scarce  f inanc ia l  resources  a re  based  on  

these  budge t ing  sys tems.   

 

These  budge t ing  sys tems a re  the  impor tan t  p i l l a rs  o f  budge t  

con t ro l  measures  as  a l loca t ion  o f  scarce  f inanc ia l  resources  i s  

embedded in  the  budge t  con t ro l  func t ion .  I t  was  repor ted  tha t  

the  B isho  pens ion  f iasco ,  wh ich  occur red  in  the  1998 /99  
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f i nanc ia l  year  was  b lamed on  two  MECs (Bo tha ,1998) .  The  

aud i t  warned  tha t  the  p rov inc ia l  t reasury  had  under -a l loca ted  

funds  to  the  Depar tment  o f  We l fa re  in  the  Eas te rn  Cape (Bo tha ,  

1998) .  Fur thermore ,  the  p rov inc ia l  t reasury ’s  under -a l loca t ion  

o f  funds  to  the  p rov inc ia l  Depar tment  o f  We l fa re  engendered  a  

back log  in  excess  o f  R1  b i l l i on  in  the  1998 /99  f inanc ia l  year  

(Bo tha ,  1998) .   

 

P roac t i ve  budge t  con t ro l  th rough  a l loca t i ve  e f f i c iency  

ob ta inab le  in  budge t  sys tems i s  conduc ive  to  measur ing  

e f fec t i ve  a l loca t ion  o f  scarce  f inanc ia l  resources .  I t  i s  th rough  

the  p roper  adap ta t ion  and  imp lementa t ion  o f  these  budget ing  

sys tems tha t  f ru i t fu l  bene f i t s  may  be  a t ta ined  by  a  p rov ince  

f rom the  b road  na t iona l  budge t ing  f ramework  o r  Med ium Term   

Expend i tu re  F ramework  (MTEF) .  There fo re ,  the  e f fec t i ve  

imp lementa t ion  o f  the  budge t ing  sys tems by  the  Eas te rn  Cape 

p rov inc ia l  t reasury  in  the  MTEF o f  va r ious  p rov inc ia l  

depar tments  de te rmines  the  e f f i c ien t  a l loca t ion  o f  scarce  

f inanc ia l  resources  fo r  the  enhancement  o f  budge t  con t ro l  

measures .  

 

2.2 .1 . (a )  L ine– i tem budget ing  system 
 
The  l i ne– i tem budget  i s  a  f i nanc ia l  p lan  o f  es t imated  

expend i tu res  expressed  in  te rms  o f  the  k inds  and  quan t i t i es  o f  

ob jec ts  to  be  purchased  and  the  es t imated  revenue  needed  to  

f i nance  them dur ing  a  spec i f i ed  per iod  (usua l l y  one  year )  

(Babunak is ,1976 :8 ) .  In  the  l i ne - i tem budge t ing  sys tem,  the  

fo rmat  i s  a imed a t  cash  con t ro l  (G i ldenhuys ,  1997 :509) .   

 

The  ind iv idua l  resource  i t ems a re  e i the r  approved  o r  

d isapproved  by  the  leg is la tu re  and  when an  i tem has  been  
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approved ,  the  money  mus t  be  spen t  on ly  fo r  tha t  i tem and  no t  

fo r  any  o ther  purpose  (G i ldenhuys ,  1997 :509) .   A l l  i t ems a re  

ca tegor i zed  as  par t  o f  s tandard ized  expend i tu re  i tems o r  as  

s ta ted  by  N ig ro  and  N ig ro  (1980 :339) ,  as  ca tegor i z ing  

accord ing  to  ob jec ts  o f  expend i tu re  (G i ldenhuys ,  1997 :509) .  

G i ldenhuys  (1997 :509)  ma in ta ins  tha t  the  ca tegory  o f  

expend i tu re  and  ob jec ts  o f  expend i tu re  a re  the  same and  

canno t  be  changed w i thou t  the  p r io r  approva l  o f  the  leg is la tu re .  

These  ca tegor ies  and  ob jec ts  o f  expend i tu re  inc lude ,  in te r  a l ia ,  

pe rsonne l ,  s tock ,  equ ipment ,  t ranspor t ,  p r in t ing  and  ren t .  In  

th i s  sys tem i f  funds  a re  no t  spen t  in  each  ca tegory  dur ing  the  

f inanc ia l  year  f rom 1  Apr i l  to  31  March  such  funds  a re  

su r rendered  to  the  exchequer  accoun t .   

 

In  p rac t i ce ,  however ,  the  p ro jec ts  tha t  shou ld  have  run  f rom the  

beg inn ing  o f  the  f inanc ia l  year  may  on ly  be  imp lemented  

towards  the  end  o f  the  f inanc ia l  year  due  to  de lays  in  tender ing  

p rocesses .  In  such  s i tua t ions  t reasury  approva ls  a re  requ i red  

fo r  v i rement  o f  funds  o r  ro l l  over  o f  funds  accord ing  to  Na t iona l  

T reasury  Regu la t ions  p romu lga ted  in  te rms  o f  the  PFMA,  1999  

(Ac t  1  o f  1999) ,  as  amended by  Ac t  29  o f  1999 .   

 

However ,  l i ne - i tem budge t ing  i s  no t  conduc ive  to  long- range  

p lann ing  as  i t s  focus  i s  annua l  (Babunak is ,  1976 :8 ) .  Second ly ,  

the  l i ne– i tem budge t  p rov ides  j us t i f i ca t ion  fo r  dec is ions  tha t  

have  been  made p rev ious ly  and  the  da ta  ob ta ined  in  the  

imp lementa t ion  p rocess  a re  no t  u t i l i zed  to  eva lua te  a l te rna t i ve  

courses  o f  ac t ion  (Babunak is ,  1976 :8  and  G i ldenhuys ,  

1997 :511) .  Accord ing  to  Jones  and  Pend lebury  (1992 :53) ,  the  

per fo rmance  and  the  p rogramme budge t ing  sys tems con ta in  

l i ne - i tem budge t ing  e lements  fo r  va r ious  ac t i v i t i es ,  se rv ice  
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programmes and  p ro jec ts .  In  p rac t i ce ,  these  scho la rs  be l ieve  

tha t  the re  i s  a  combina t ion  o f  the  budge t ing  sys tems.  Coombs 

and  Jenk ins  (1991 :81-82)  s ta te  tha t  the  inc rementa l  approach  

in  l i ne - i t em budge t ing  resu l t s  in  i tems be ing  budge ted  fo r  on  

the  bas is  o f  the  funds  a l loca ted  dur ing  the  p rev ious  f inanc ia l  

year .  In  th i s  sys tem,  amounts  budge ted  fo r  va r ious  i tems a re  

inc reased  s imp ly  on  the  bas is  o f  poss ib le  p r i ce  inc reases  and  

the  expec ted  in f la t ion  ra te  (Erasmus and  V isser ,  2000 :174) .   

 

Accord ing  to  G i ldenhuys  (1997 :512) ,  governments  f i nd  i t  ve ry  

d i f f i cu l t  to  con t ro l  expend i tu res  f rom year  to  year .  There  a re  

var ious  reasons  fo r  the  uncon t ro l lab i l i t y  o f  government  

expend i tu re .  Government  expend i tu res  o r ig ina te  f rom soc ia l  

p rogrammes such  as  educa t ion ,  hea l th ,  pens ions ,  e tc ,  and  

peop le  a re  lega l l y  en t i t l ed  to  such  suppor t  (G i ldenhuys ,  

1997 :512) .  The  r igh ts  to  goods  and  serv ices  con fe r red  by  the  

Cons t i tu t ion  a re  regarded  as  cons t i tu t iona l  en t i t l ements  (B lack  

e t  a l .  2003 :86) .   

 

However ,  the  concep t ion  tha t  the  en t i t l ements  a re  sub jec t  to  

budge ta ry  cons t ra in ts  i s  vague  to  o f f i c ia l s .  The  w ide  

commi tment  in  pub l i c  po l i cy  to  the  budge t  leads  to  l i t i ga t ions  

tha t  l ead  the  government  to  pay  beyond  the  budge t .  There  i s  

a lso  the  cha l lenge  o f  acqu i r ing  accura te  da ta  in  a  deve lop ing  

p rov ince  such  as  the  Prov ince  o f  the  Eas te rn  Cape (C loe te  and  

Wiss ink ,  2000 :84) .  The  comment  f rom the  S ta t i s t i cs  Counc i l  

Census  sub-commi t tee  ind ica ted  tha t  the  2001  Census  showed 

an  under -es t imat ion  o f  ch i ld ren  under  the  age  o f  f i ve  years  and  

an  overes t imat ion  o f  ch i ld ren  aged  be tween 10  and  19  years  

(S ta t i s t i cs  Sou th  A f r i ca ,  Census  2001 :3 ) .  Th is  makes  i t  d i f f i cu l t  
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fo r  the  Eas te rn  Cape Depar tment  o f  Educa t ion  and  p rov inc ia l  

t reasury  to  p lan  accura te ly .  

 

I f  e f fec t i ve  budge t  con t ro l  i s  to  be  enhanced ,  the  p rov inc ia l  

t reasury  mus t  be  recogn ized  by  the  p rov inc ia l  depar tments  as  

hav ing  the  power  to  rea l loca te  funds  amongs t  d i f fe ren t  Vo tes .  

The  con t inuous  month ly  mon i to r ing  o f  expend i tu re  t rends  

shou ld  lead  to  rea l loca t ion  o f  f i nanc ia l  resources  to  Vo tes  tha t  

a re  under  f i nanc ia l  cons t ra in ts  ra ther  than  to  lock  funds  in  

depar tments  tha t  a re  under -spend ing .  Th is  i s  a t ta inab le  where  

t reasury  i s  hands-on  in  the  ana lys is  and  eva lua t ion  o f  

depar tmenta l  p r io r i t i es  and  depar tmenta l  spend ing  t rends .  

 

Accord ing ly ,  the  l i ne  i tem budget ing  sys tem is  inappropr ia te  in  

hand l ing  the  above  budge t  p rob lems and  in  accommodat ing  

e f fec t i ve  budge t  con t ro l  (G i ldenhuys ,  1997 :513) .  Accord ing  to  

G i ldenhuys  (1997 :513) ,  the  l i ne  i t em budge t ing  sys tem is  no t  

su i tab le  fo r  pe r fo rmance  aud i t i ng  because  the  goa ls ,  ob jec t i ves  

and  ta rge ts  o f  the  p roposed  expend i tu re ,  as  we l l  as  

per fo rmance  s tandards ,  a re  no t  iden t i f i ed .   

 

The  mos t  impor tan t  d isadvan tage  o f  th i s  budge t ing  sys tem is  

tha t  i t  pu ts  the  bureaucra ts  in  comp le te  con t ro l  o f  the  

opera t iona l  budge t  and  a l lows  them to  spend  money  as  they  

th ink  f i t  as  long  as  they  a re  w i th in  the  budge ted  i tems w i th in  

the  Vo te .  Bureaucra ts  c rea te  the  na tu re  and  the  ex ten t  o f  

government  ac t i v i t i es  and  de te rmine  the  ob jec t i ves  and  ta rge ts  

to  be  rea l i zed .  Th is  g ives  r i se  to  a  ques t  fo r  an  a l te rna t i ve  

budge t ing  sys tem tha t  w i l l  absorb  these  cha l lenges .  There  has  

been  a  need  to  in tegra te  p lann ing  w i th  the  budge t  to  ensure  

tha t  the re  i s  a  ba lance  be tween the  budge t  demands  and  the  
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ava i lab le  f i nanc ia l  resources  (Abed ian  and  B iggs ,  1998 :463) .  

Th is  led  to  the  in t roduc t ion  o f  the  p lann ing ,  p rogramming  

budge t ing  sys tem.  

 
2 .2 .1 . (b )   P lanning,  programming budget ing  system 
 
The Sou th  A f r i can  budge t ing  sys tem is  based  on  the  e lements  

o f  PPBS and  i t  i s  ca l led  Budget ing  By  Ob jec t i ves  (Erasmus and  

V isser ,2000 :172) .  The  p rogramme budge t ing  sys tem is  based  

on  the  ou tpu t  o f  the  expend i tu re ,  tha t  i s ,  the  con t ro l  pa r t  i s  

whe ther  the  goods  and  serv ices  to  be  purchased  a re  wor th  the  

cos ts  to  be  incur red .  Th is  sys tem invo lves  the  c lass i f i ca t ion  o f  

government  expend i tu re  accord ing  to  goods  and  se rv ices  to  be  

rendered  to  the  pub l i c  in  the  cu r ren t ,  med ium and  long- te rm 

(Savo ie ,  1996 :123) .  The  par l i amenta ry  appropr ia t ion  by  

p rogrammes s ign i f i es  the  u t i l i sa t ion  o f  the  ou tpu t  c lass i f i ca t ion  

o f  expend i tu re  fo r  the  purpose  o f  expend i tu re  con t ro l  (Savo ie ,  

1996 :124) .     

 

P lann ing  invo lves  the  iden t i f i ca t ion  o f  ob jec t i ves  accord ing  to  

wh ich  po l i cy  fo r  the  fu tu re  can  be  de te rmined  (Van  S t raa ten ,  

1984 :97-98) .  P lann ing  invo lves  the  fo rmu la t ion  o f  ra t iona l  

dec is ions  in  keep ing  w i th  wh ich  fu tu re  ac t ions  can  be  

de te rmined .  The  fo rmu la t ion  o f  ob jec t i ves  a lso  fo rms  par t  o f  

the  P lann ing ,  Programming  Budget ing  Sys tem (PPBS)  (Erasmus  

and  V isser ,  2000 :176) .   

 

P rogramming  invo lves  the  c lass i f i ca t ion  o f  the  p lanned  

ac t i v i t i es  in to  p rogrammes to  ensure  tha t  the  ac t i v i t i es  t ake  

p lace  in  accordance  w i th  the  p rogrammes (Erasmus and  V isser ,  

2000 :176) .Th is  a lso  g ives  dec is ion  makers  a  f ramework   fo r  the  

way  in  wh ich  p lann ing  can  be  imp lemented .  Re la ted  ac t i v i t i es  
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are  g rouped  toge ther  fo r  a l loca t ion  o f  funds  in  p rogramming  

(Erasmus  and  V isser ,  2000 :176) .  Th is  o f f e rs  an  oppor tun i t y  fo r  

de te rmin ing  the  ex ten t  and  cos ts  o f  a  p rogramme in  re la t ion  to  

each  o ther .  In  the  p rogramme s t ruc tu re  ac t i v i t i es  a re  d iv ided  

in to  p rogramme ca tegor ies  and  sub-ca tegor ies  (Erasmus  and  

V isser ,  2000 :176) .  The  c rea t ion  o f  sub-ca tegor ies  i s  a imed a t  

exp la in ing  the  ob jec t i ve  in  de ta i l ,  c rea t ing  more  manageab le  

un i t s  to  f ac i l i t a te  the  eva lua t ion  o f  i n fo rmat ion  and  es tab l i sh ing  

the  c r i te r ia  fo r  the  compar ison  o f  the  p rogramme ca tegor ies ,  

accord ing  to  Erasmus and  V isser  (2000 :177) .  

 

The  purposes  o f  p lann ing ,  p rogramming  budge t ing  sys tems a re  

to  de te rmine  ob jec t i ves ,  ana lyse  and  eva lua te  them to  ensure  

tha t  they  ach ieve  the  g rea tes t  leve l  o f  e f f i c iency  (Van  S t raa ten ,  

1984 :96) .  E f fec t ive  ana lys is  and  eva lua t ion  o f  e f f i c iency  a re  

based  on  techn ica l  ra t iona l i t y ,  economic  ra t iona l i t y ,  soc ia l  

ra t iona l i t y ,  l ega l  ra t iona l i t y  and  subs tan t i ve  ra t iona l i t y  i f  

e f fec t i ve  budge t  con t ro l  i s  to  be  ach ieved  (Dunn,  1981 :225) .  In  

the  p lann ing  p rogramming  budge t ing  sys tem a  mu l t i - year  

p rogramme such  as  the  Med ium Term Expend i tu re  F ramework  

(MTEF)  in  Sou th  A f r i ca  i s  deve loped  and  the  p rogress  made i s  

measured  th rough  regu la r  eva lua t ion  o f  the  p rogrammes 

accord ing  to  Van  S t raa ten  (1984 :96) .  I t  i s  th rough  th is  regu la r  

eva lua t ion  o f  p rogrammes tha t  the  p rov inc ia l  t reasury  i s  ab le  t o  

de tec t  any  mate r ia l  b reach  o f  the  PFMA,1999  (Ac t  1  o f  1999) ,  

as  amended by  Ac t  29  o f  1999  by  a  p rov inc ia l  depar tment .   

 

The  MTEF was  deve loped  w i th in  the  scope  o f  the  p lann ing ,  

p rogramming  budge t ing  sys tem tha t  was  re fe r red  to  as  an  

ob jec t i ve  budge t ing  sys tem in  Sou th  A f r i ca .  The  MTEF is  

de t r imenta l  where  the  da tabase  fo r  budge t  a l loca t ion  i s  
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i nadequa te  in  the  base-year  (Abed ian  and  B iggs ,  1998 :462) .  

The  MTEF renders  i t s  fu l l es t  bene f i t s  when  the  budge t  i s  

appropr ia te ly  a l igned  w i th  soc io -po l i t i ca l  p r io r i t i es  accord ing  to  

Abed ian  and  B iggs ,  (1998 :462) .  Accord ing  to  Abed ian  and  

B iggs  (1998 :462-463) ,  the  p re requ is i tes  fo r  the  MTEF are :  

 

 

 A  re l iab le  base-budge t  fo r  each  depar tment ,  tha t  i s ,  the  

da ta  tha t  the  budge t  i s  based  on  i s  accura te ;  

 

 a  we l l - coord ina ted  f i sca l  po l i cy  t o  ensure  tha t  the  ac tua l  

spend ing  pa t te rns  fa l l  w i th in  the  accep tab le  leve l  o f  

budge ted  es t imates ;  

 

 an  e f fec t i ve  imp lementa t ion  s t ruc tu re  tha t  ensures  tha t  

the  budge t  con t ro l  func t ion  i s  imp lemented  e f f i c ien t l y  and  

e f fec t i ve ly ;  and  

 

 the  u l t ima te  ob jec t i ve  o f  the  MTEF is  the  med ium te rm 

serv ice  de l i ve ry  tha t  i s  a t ta inab le .    

 

The  imp lementa t ion  o f  the  fo rms o f  ra t iona l i t y  cou ld  de te rmine  

when the  inc rementa l  mode l  i s  appropr ia te  in  the  budge t  

p rocess .  The  p re requ is i t es  fo r  e f fec t i ve  MTEF g ive  r i se  to  

e f fec t i ve  budge t  con t ro l  by  the  p rov inc ia l  t reasury .  As  one  o f  

the  e f fec t i ve  budge t  con t ro l  measures  i s  e f fec t i ve  se rv ice  

de l i ve ry ,  the  par t i c ipa t ion  agenda  o f  the  ze ro  base  budge t ing  

sys tem makes  i t  re levan t  in  a l loca t i ve  e f f i c iency  as  a  budge t  

con t ro l  measure .   
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2.2 .1 . (c )  Zero  base  budget ing  system 
 
The zero  base  budge t ing  sys tem invo lves  the  p repara t ion  o f  the  

opera t ing  budge ts  f rom zero  base .  Even  though  the  

o rgan iza t ion  migh t  be  opera t ing  more  o r  less  as  in  p rev ious  

years ,  the  budge ta ry  p rocess  assumes tha t  i t  i s  s ta r t i ng  anew 

(Jones  and  Pend lebury ,  1992 :78) .  Accord ing  to  Van  S t raa ten  

(1984 :116) ,  ze ro  base  budge t ing  i s  a  management  p rocess  tha t  

p rov ides  fo r  sys temat ic  cons idera t ion  o f  a l l  p rogrammes dur ing  

the  fo rmu la t ion  o f  budge t  reques ts .  S teyn  (1980 ,  in  Van  

S t raa ten ,  1984 :116)  and  G i ldenhuys  (1997 :527)  de f ine  zero  

base  budge t ing  as  a  sys tem where  the  va lues  o f  ex is t ing  

p rogrammes and  ac t i v i t i es  a re  re -eva lua ted  dur ing  the  

p repara t ion  o f  the  budge t .  Accord ing  to  these  de f in i t i ons ,  the  

conc lus ion  one  cou ld  reach  i s  tha t  a l l  ex is t ing  and  new 

government  se rv ices  and  p ro jec ts  a re  eva lua ted  annua l l y  to  

jus t i f y  be ing  p rov ided  fo r  in  the  budge t .   

 

Zero  base  budge t ing  ques t ions  the  necess i t y  o f  ex is t ing  

p rogrammes and  p ro jec ts  every  year  (G i ldenhuys ,  1997 :526) .  

The  in tended  expend i tu re  mus t  be  de fended  as  i f  each  

p rogramme or  p ro jec t  i s  be ing  cons idered  fo r  the  f i r s t  t ime .  

Accord ing  to  G i ldenhuys  (1989 :594) ,  the  p r imary  goa ls  o f  the  

zero  base  budge t ing  sys tem are  the  fo l low ing :  

 

 To  concen t ra te  on  p rogrammes and  p ro jec ts  tha t  y ie ld  

f ru i t fu l  resu l t s  to  the  commun i t ies ;  

 

 to  jus t i f y  the  ex is tence  o f  p ro jec ts  and  p rogrammes in  

every  f i nanc ia l  year  to  ensure  the  enhancement  o f  

e f f i c iency  and  e f fec t i veness ;  and  
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 to  p romote  f lex ib i l i t y  i n  the  a l loca t ion  o f  funds  in  o rder  to  

avo id  the  lock ing  o f  funds  in  redundan t  p rogrammes and  

Vo tes .  

 

The  ob jec t i ves  o f  ze ro  base  budget ing  accord ing  to  G i ldenhuys  

(1997 :527)  and  Van  S t raa ten  (1984 :116-117)  a re  the  fo l low ing :  

 

 A l l  p rogramme managers  a t  a l l  l eve ls  o f  the  depar tmenta l  

h ie ra rchy  mus t  make  a  con t r ibu t ion  to  the  budge t ing  

p rocess  in  so  fa r  as  the  de te rmina t ion  o f  p r io r i t i es  by  the  

Eas te rn  Cape p rov inc ia l  t reasury  and  the  p rov inc ia l  

Depar tment  o f  Educa t ion  i s  concerned .  The  shor t coming  

has  been  tha t  the  budge t  p rocess  was  no t  inc lus ive  and  

as  a  resu l t  Eas te rn  Cape Prov inc ia l  T reasury  C i rcu la r  No .  

5  o f  2004  was  i ssued  to  p rov inc ia l  depar tments  in  te rms  

o f  Sec t ion  18  o f  the  PFMA,  1999  (Ac t  1  o f  1999) ,  as  

amended by  Ac t  29  o f  1999 .  The  in ten t ion  o f  the  C i rcu la r  

was  to  ensure  tha t  the  reg iona l  o f f i ces  and  d is t r i c t  o f f i ces  

make  budge t  p roposa ls  accord ing  to  the  needs  o f  the i r  

a reas  o f  j u r i sd ic t ion ;    

 

 the  iden t i f i ca t ion  o f  p r io r i t i es  i s  a t  the  core  o f  the  

a l loca t ion  o f  scarce  f inanc ia l  resources ;  and  

 

 the  p rov inc ia l  t reasury  as  a  d r i ve r  o f  p rov inc ia l  f i sca l  

po l i cy  shou ld  ensure  tha t  the  p rov inc ia l  p r io r i t i es  a re  

a l igned  w i th  the  p rov inc ia l  budge ts  as  pub l i c  po l i cy  

a lways  has  f inanc ia l  imp l i ca t ions .  Th is  scenar io  

necess i t a tes  a  p roac t i ve  p rov inc ia l  t reasury  tha t  

par t i c ipa tes  in  s t ra teg ic  p lann ing  fo r  va r ious  p rov inc ia l  
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depar tments .  Th is  cou ld  enab le  the  p rov inc ia l  t reasury  to  

acqu i re  p r imary  knowledge  o f  p lans  tha t  cou ld  resu l t  i n  

enormous  fu tu re  expend i tu re  w i thou t  a  source  o f  

f i nanc ing .  Th is  respons ib i l i t y  i s  re f lec ted  in  the  PFMA,  

1999  (Ac t  1  o f  1999) ,  as  amended by  Ac t  29  o f  1999  tha t  

no  o f f i c ia l  i n  the  p rov ince  sha l l  commi t  the  Prov inc ia l  

Revenue Fund  w i thou t  the  au thor i t y  o f  the  MEC fo r  

F inance .   

 

Accord ing  to  Phy r r  (1977 ,  in  Erasmus  and  V isser ,  2000 :186) ,  

the re  a re  fou r  s teps  tha t  a re  necessary  to  es tab l i sh  the  zero  

base  budge t .  These  inc lude  the  iden t i f i ca t ion  o f  dec is ion  un i t s ,  

deve lop ing  dec is ion  packages ,  the  rank ing  o f  the  dec is ion  

packages  and  p repar ing  the  opera t iona l  budge t .  S teyn  ( in  Van  

S t raa ten ,  1984 :119  and  G i ldenhuys ,  1997 :528)  po in ts  ou t  tha t  

dec is ion  un i t s  can  be  p rogrammes,  func t ions ,  cos t  cen t res ,  

o rgan iza t iona l  un i t s ,  o r  even  l i ne  o r  appropr ia t ion  i t ems.  

G i ldenhuys  (1997 :528)  s ta tes  tha t  dec is ion  un i t s  can  a lso  re fe r  

to  cap i ta l  p ro jec ts ,  spec ia l  se rv ice  p ro jec ts  and  any  o ther  

i so la ted  p ro jec ts .  In  o ther  words  these  a re  the  un i t s  tha t  

in i t i a te  the  budge t  fo r  the  a t ta inment  o f  the i r  ob jec t i ves .  

Deve lop ing  dec is ion  packages  re fe rs  to  a  co l lec t ion  o f  bod ies  

where  var ious  dec is ions  concern ing  the  ach ievement  o f  one  

spec i f i c  ob jec t i ve  a re  made  (G i ldenhuys ,  1997 :  528) .  I t  

i nvo lves  a  document  tha t  iden t i f i es  and  descr ibes  each  

dec is ion  un i t  i n  such  a  manner  tha t  management  can :  

 

 Eva lua te  i t  and  rank  i t  aga ins t  o ther  dec is ion  un i t s  

compet ing  fo r  fund ing ;  and  
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 dec ide  whe ther  to  approve  o r  d isapprove  i t  (E rasmus  and  

V isser ,  2000 :190) .  

 

Th is  makes  i t  poss ib le  to  we igh  the  var ious  dec is ion  packages  

(p rogrammes)  aga ins t  each  o ther  and  ass ign  a  p r io r i t y  to  each ,  

accord ing  to  Erasmus and  V isser  (2000 :192)  and  G i ldenhuys  

(1997 :  529) .  

 

The  rank ing  o f  the  dec is ion  packages  invo lves  ass ign ing  a  

p r io r i t y  to  the  var ious  dec is ion  packages  (Van  S t raa ten ,  

1984 :123) .  The  rank ing  o f  the  dec is ion  packages  in  o rder  o f  

p r io r i t y  a l lows  managers  a t  each  leve l  o f  the  o rgan iza t ion  to  

de te rmine  wh ich  spec i f i c  goa ls  and  ob jec t i ves  a re  more  

impor tan t  than  the  o thers  and  to  a l loca te  l im i ted  resources  to  

the  impor tan t  ob jec t i ves  (Erasmus and  V isser ,  2000 :192) .  

There  a re  va r ious  leve ls  o f  p r io r i t y  rang ing  f rom leve l  1  to  leve l  

5 ;  accord ing  to  Erasmus and  V isser  (2000 :193) .  Packages  on  

leve l  1  a re  those  to  wh ich  the  h ighes t  p r io r i t y  i s  ass igned ,  

wh i l s t  packages  a t  l eve l  5  a re  ass igned  the  lowes t  p r io r i t y .  A  

manager  may  de te rmine  whether  the  package  can  be  approved  

fo r  tha t  f i nanc ia l  year  (Erasmus and  V isser ,  2000 :193) .  The  

zero  base  budge t ing  sys tem is  a  m ic ro -economic  ins t rument  

whereby  the  ob jec t i ves  o f  the  Eas te rn  Cape Depar tment  o f  

Educa t ion ,  fo r  example ,  a re  t rans fo rmed in to  e f fec t i ve  p lans  

and  budge ts .   

 

The  d isadvan tage  accord ing  to  Van  S t raa ten  (1984 :128-129) ,  i s  

tha t  desp i te  the  ra t iona l  approach  assoc ia ted  w i th  the  zero  

base  budge t ing  sys tem,  an  inc rementa l  approach  to  the  budget  

i s ,  none the less ,  fo l lowed.  Accord ing  to  th i s  v iew,  on ly  in  cases  

where  dec is ion  packages  dev ia te  s ign i f i can t l y  f rom the  
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prev ious  year ’ s  budge t  a re  they  ana lysed  and  eva lua ted .  The  

o ther  impor tan t  d isadvan tage  i s  tha t  po l i t i ca l  cons idera t ions  

mean tha t  p rogrammes tha t  a re  somet imes  pursued  may  no t  

ach ieve  the  h ighes t  leve l  o f  tang ib le  resu l t s  (Van  S t raa ten ,  

1984 :129  and  G i ldenhuys ,  1997 :9 -10) .   

 

The  budge t ing  sys tems as  ind ica ted  in  the  l i ne  i tem budge t ing  

sys tem,  p lann ing ,  p rogramming  budge t ing  sys tem and  zero  

base  budge t ing  show how budge t  con t ro l  opera tes  under  

a l loca t i ve  e f f i c iency .  I t  i s  impera t i ve  to  no te  tha t  any  o f  these  

th ree  budge t ing  sys tems can  be  imp lemented  in  one  budge t ing  

p rocess .    

 

2 .2 .2 . (a )  S tab i l i za t ion  funct ion  
 

The  s tab i l i za t ion  func t ion  requ i res  a  more  p rec ise  eva lua t ion  o f  

the  economic  impac t  o f  government  opera t ions  on  the  economy 

and  the  subsequent  ad jus tment  o f  the  budge t  (Premchand,  

1983 :67 ,  Musgrave  and  Musgrave ,  1989 :12 ,  Combs  and  

Jenk ins ,  1991 :132  and  G i ldenhuys ,  1997 :432) .  Re l iance  o f  the  

p rov inc ia l  t reasury  on  the  na t iona l  t reasury  w i th  regard  to  

ad jus tment  es t imates ,  u t i l i za t ion  o f  fo recas t ing  techn iques  and  

c loser  co -o rd ina t ion  w i th  moneta ry  au thor i t i es  p rov ides  a  few 

examples .  Forecas t ing  and  the  ear l y  warn ing  sys tem der i ved  by  

In -Year -Mon i to r ing  a re  good  ins t ruments  to  enab le  the  

p rov inc ia l  t reasury  to  make  ad jus tments  to  the  budge t  to  

overcome the  un fo reseen  changes  in  the  economy (Premchand,  

1993 :24) .  For  example ,  i n  the  inves t iga t ion  o f  fa i lu re  to  pay  

soc ia l  secur i t y  g ran ts  in  1998 ,  i t  was  found  tha t  the  MECs fo r  

F inance  and  Wel fa re  in  the  Eas te rn  Cape knew fo r  more  than  

f i ve  months  tha t  payment  fo r  soc ia l  secur i t y  g ran ts  wou ld  no t  
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be e f fec ted ,  bu t  they  fa i led  to  ins t i tu te  the  necessary  

p rocesses  to  rec t i f y  the  anomaly  t imeous ly  (Bo tha ,  1998) .   

 

Budge t  ad jus tment  i s  an  in tegra l  pa r t  o f  e f fec t i ve  budge t  

con t ro l .  More  s t r ingen t  p lans  fo r  con t ro l l i ng  expend i tu re  w i l l  be  

needed  i f  the  budge t  i s  to  ach ieve  a  degree  o f  res t ra in t  o r  a  

spec i f i c  s t imu lus  in  the  economy.  A  budge t  p rov ides  an  

es t imate  o f  a  ce i l i ng  in  the  u t i l i za t ion  o f  scarce  f inanc ia l  

resources  in  a  f i nanc ia l  year .  Budge t  imp lementa t ion  i s  v i ta l  as  

a  con t ro l  measure  as  p roper  f i nanc ia l  p lann ing  i s  needed  to  

sa t i s fy  the  un l im i ted  demands  tha t  a re  p reva len t  i n  a  

deve lop ing  p rov ince  such  as  the  Eas te rn  Cape .   I f  con t ro ls  a re  

loose ,  and  i f  government  spend ing  inc reases  a t  a  ra te  h igher  

than  schedu led  o r  expec ted  the  budge t  becomes a  des tab i l i z ing  

fac to r  (Premchand,  1983 :  67-68) .  As  no ted  in  the  in t roduc t ion  

the  expend i tu re  o f  the  Depar tment  o f  Educa t ion  in  the  Eas te rn  

Cape was  inc reas ing  h igher  than  schedu led  in  the  2004 /05  

f inanc ia l  year .  Th is  rendered  the  p rov inc ia l  budge t  as  an  

ins t rument  o f  con t ro l  o f  scarce  f inanc ia l  resources  immater ia l .  

 

2.2 .2 . (b )  D is t r ibut ion  funct ion  
 
D is t r ibu t ion  i s  in tended  to  g ive  a  fa i r  share  o f  the  p rov inc ia l  

economic  resources  to  a l l  p rov inc ia l  c i t i zens  (PGDP,  2004-

14 :8 ) .  The  members  o f  the  commun i t ies  commun ica te  the i r  

needs  to  the  commun i ty  leaders  and  needs  a re  ana lysed  to  

es tab l i sh  the  rea l  needs  tha t  cou ld  be  funded  th rough  pub l i c  

funds .  Pub l i c  funds  a re  ob ta ined  th rough  taxa t ion  fo r  

d i s t r ibu t ion  to  t he  need ies t  members  o f  the  commun i t ies  

(Musgrave  and  Musgrave ,  1989 :11) .  Th is  cou ld  be  re fe r red  to  
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as  the  re -a l loca t ion  o f  income in to  a  ce r ta in  income group  in  

the  soc ie ty  accord ing  to  B lack  e t  a l .  (2003 :301) .    

 

D is t r ibu t ion  impera t i ves  in  the  Eas te rn  Cape Depar tment  o f  

Educa t ion  may  be  exempl i f i ed  by  the  a l loca t ion  o f  funds  to  

va r ious  p rogrammes such  as  pub l i c  schoo ls  and  Mode l  C  

schoo ls .  For  example ,  in  the  pub l i c  schoo ls  paren ts  pay  a  

m in imum schoo l  fee  o f  R560  per  annum,  tha t  i s ,  R47  per  month  

fo r  the  ma in tenance  o f  the  schoo l  as  per  in fo rmat ion  rece ived  

f rom B isho  H igh  Schoo l .  Sec t ion  3  o f  the  Sou th  A f r i can  Schoo ls  

Ac t  84  o f  1996  s t ipu la tes  tha t  the re  mus t  be  compu lsory  

lea rn ing  fo r  lea rners  f rom the  age  o f  seven  to  the  age  o f  f i f t een  

years .  In  accordance  w i th  the  p rov is ions  o f  th i s  Ac t  the  s ta te  

mus t  fund  pub l i c  schoo ls  f rom the  pub l i c  revenue  on  an  

equ i tab le  bas is  to  ensure  lea rne rs ’  r i gh t  to  educa t ion  and  the  

redress  o f  the  pas t  inequa l i t i es  in  educa t ion .   

 

The  d is t r ibu t ion  func t ion  in  the  p rov ince  i s  des igned  to  meet  

the  needs  o f  the  spec i f i c  income g roup ,  par t i cu la r l y  the  poor  

(Premchand,  1983 :68  and  Musgrave  and  Musgrave ,  1989 :11) .  

The  r igh t  to  educa t ion  in  th i s  scenar io  makes  i t  un lawfu l  fo r  

any  pub l i c  schoo l  to  tu rn  away  lea rners  a t  pub l i c  schoo ls  fo r  

inab i l i t y  to  pay  schoo l  fees .  A t  Qaqamba Sen io r  Secondary  

Schoo l  in  Duncan  V i l l age  the  p r inc ipa l  repor ted  tha t  th i s  pub l i c  

schoo l  admi t ted  1300  lea rners  and  on ly  220  pa id  the  schoo l  

fees  in  2004  (Bro ,  2004) .  The  Nat iona l  Norms and  S tandards  

fo r  Schoo l  Fund ing  o f  2006  encourage  those  paren ts  who  have  

a  good  income to  con t r ibu te  f i nanc ia l l y  to  ensure  the  qua l i t y  o f  

educa t ion  o f  the i r  ch i ld ren  in  pub l i c  schoo ls .  Th is  i s  spec i f i ca l l y  

to  ensure  tha t  redress  and  improved  equ i t y  a re  accompl i shed  

as  pub l i c  spend ing  in  pub l i c  schoo ls  mus t  be  spec i f i ca l l y  
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ta rge t ing  the  needs  o f  the  poores t .  Th is  means  tha t  a l loca t i ve  

e f f i c iency  mus t  embody  recogn i t ion  o f  l ega l  en t i t l ement  

symbo l i zed  in  t he  d is t r ibu t ion  impera t i ves  i f  the  p rov inc ia l  

t reasury  i s  to  be  e f fec t i ve  in  the  budge t  con t ro l  func t ion .    

 

F isca l  respons ib i l i t y  i s  a  jo in t  respons ib i l i t y  tha t  covers  the  

who le  range  o f  government  ins t i tu t ions  (Premchand,  1993 :29) .  

Accord ing  to  the  PFMA,  1999 (Ac t  1  o f  1999) ,  as  amended by  

Ac t  29  o f  1999 ,  a l though  the  p repara t ion  and  the  

imp lementa t ion  o f  the  budge t  i s  de lega ted  to  p rov inc ia l  

depar tments  such  as  the  Eas te rn  Cape Depar tment  o f  

Educa t ion ,  the  Eas te rn  Cape p rov inc ia l  t reasury  i s  expec ted  to  

share  the  da tabase  o f  l ea rners  who a t tend  pub l i c  schoo ls .  Th is  

s tems f rom the  fac t  tha t  the  a l loca t i ve  func t ion  embraces  the  

p resen ta t ion  o f  mot i va t ion  o f  p rov inc ia l  f i sca l  po l i cy  t o  

F inanc ia l  and  F isca l  Commiss ion  (FFC) ,  meet ings  o f  the  

M in is te r  o f  Na t iona l  T reasury  and  Members  o f  the  Execu t i ve  

Counc i l  fo r  F inance  (M inMECs)  o f  the  n ine  p rov inces  and  

Nat iona l  Counc i l  o f  P rov inces  (NCOP) .  The  p rov inc ia l  t reasury  

shou ld  share  the  d is t r ibu t ion  impera t i ves  o f  the  spend ing  

p rov inc ia l  depar tments  in  o rder  to  persuade  them to  accep t  the  

a l loca ted  revenue  and  the i r  equ i tab le  share  (Abed ian  and  

B iggs ,  1998 :462) .   

 

However ,  the  emergence  o f  in f la t ion  as  a  p rob lem has  resu l ted  

in  g rea te r  a t ten t ion  be ing  devo ted  to  the  s tab i l i za t ion  func t ion  

a t  the  expense  o f  cons ider ing  a l loca t ion ,  and  d is t r ibu t ion  

(Premchand,  1983 :69) .  Th is  may  make  the  conduc t  o f  t reasury  

o f f i c ia l s  be  observed  as  insens i t i ve  to  the  rea l  needs  o f  the  

commun i t ies ,  a  s ta te  o f  a f fa i r s  tha t  may  lead  to  non-compl iance  

w i th  the  f inanc ia l  l ega l  f ramework .   F isca l  po l i cy  requ i res  an  
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e f fec t i ve  budge ta ry  p rocess  tha t  i n tegra tes  economic ,  f i nanc ia l  

and  p rogramme ana lys is  (Premchand,  1983 :69) .  

2.2 .2 . (c )  Economic  growth  
 

Accord ing  to  Greenwa ld  (1982 :276) ,  economic  g rowth  re fe rs  to  

a  con t inuous  inc rease  in  the  p roduc t ion  o f  mate r ia l  goods  and  

serv ices  w i th in  the  economy on  an  annua l  bas is .  Pe te rson  

(1978 :507)  a rgues  tha t  economic  g rowth  shou ld  a lso  take  in to  

accoun t  the  inc rease  in  p roduc t ion  capac i t y .  Educa t ion  i s  a t  the  

hear t  o f  deve lopment  and  as  such  l i be ra t ion  f rom i l l i t e racy  and  

lack  o f  a  par t i cu la r  sk i l l  opens  the  doors  fo r  economic  

empowerment .  Accord ing  to  S ta t i s t i cs  Sou th  A f r i ca  2001 ,  i t  was  

es t imated  tha t  22 ,  8  percen t  o f  the  popu la t ion  o f  the  Prov ince  

o f  the  Eas te rn  Cape  had  no  schoo l ing  and  on ly  6 ,3  percen t  in  

the  same year  had  qua l i f i ca t ions  h igher  than  Grade  12 .  

However ,  the  percen tage  o f  those  whose  qua l i f i ca t ions  were  

above  Grade  12  i s  ins ign i f i can t  tak ing  in to  accoun t  the  budge t  

a l loca t ion  to  the  Eas te rn  Cape Depar tment  o f  Educa t ion .  In  an  

endeavour  to  cu rb  the  cha l lenge  o f  the  marke tab i l i t y  o f  the  

mat r i cu lan ts ,  the  Nat iona l  Depar tment  o f  Educa t ion  has  

p roduced  a  po l i cy  tha t  w i l l  take  e f fec t  f rom 2008  tha t  Grade  12  

pup i l s  w i l l  acqu i re  a  ce r t i f i ca te  o f  Fur ther  Educa t ion  and  

Tra in ing  ins tead  o f  the  Sen io r  Cer t i f i ca te  (Da i l y  D ispa tch  

Cor responden t ,  2004) .   

 

I t  i s  impera t i ve  tha t  the  gap  be tween serv ice  de l i ve ry  and  the  

budget  shou ld  be  c losed  a t  a l l  t imes  i f  a l l oca t i ve  e f f i c iency  i s  

to  be  enhanced .  Accord ing  to  the  p rov inc ia l  budge t ,  the  h ighes t  

a l loca t ion  o f  R7  b i l l i on  in  the  p rov ince  was  a l loca ted  to  the  

Eas te rn  Cape Depar tment  o f  Educa t ion  dur ing  the  2000 /2001  

f inanc ia l  year (Eas te rn  Cape Budge t  S ta tement  2003 /2004 :172) .  
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The average  rea l  economic  g rowth  fo r  the  Prov ince  o f  the  

Eas te rn  Cape over  the  per iod  1995  to  2001  was  2 .4  percen t  per  

annum (Eas te rn  Cape Budget  S ta tement  2003 /04 :15) .  

 

 In  o rder  to  enhance  e f fec t i ve  economic  a l loca t ion ,  the  

expend i tu re  on  educa t ion  in  the  p rov ince  mus t  t rans la te  in to  

sus ta inab le  economic  g rowth .  Th is  s tems f rom the  fac t  tha t  the  

p rov inc ia l  t reasury  mus t  make  e f fo r ts  to  ana lyse  the  e f fec ts  o f  

budge t  a l loca t ion  in  te rms  o f  rea l  ou tpu t .  The  cons idera t ion  o f  

the  economic  ou tpu t  o f  the  expend i tu re  may  enab le  the  

p rov inc ia l  t reasury  to  persuade  p rov inc ia l  depar tments  to  

cons ider  the  va lue  o f  the  rand  in  the i r  expend i tu res .  I t  i s  

norma l  tha t  a  Sen io r  Secondary  Schoo l ,  tha t  i s ,  a  pub l i c  

schoo l ,  shou ld  have  a  n i l  resu l t  i n  Grade  12  a f te r  an  a l loca t ion  

has  been  made to  run  the  pub l i c  schoo l  (Da i l y  D ispa tch  

Cor responden t ,  2005) .  

 
2.3 .  F isca l  d isc ip l ine  
 
F isca l  d i sc ip l ine  re fe rs  to  the  e f fec t i veness  o f  the  a t tempts  by  

the  ins t i tu t ion  such  as  the  Eas te rn  Cape p rov inc ia l  t reasury  to  

ba lance  income and  expend i tu re  (Premchand,  1983 :4 ) .  Th is  i s  

s ta ted  by  B lack  e t  a l .  (2003 :11 )  as  once  the re  i s  a  budge t  

imba lance  the  government  exerc i ses  in f luence  on  the  ba lance  

be tween sav ing  and  inves tment .  The  app l i ca t ion  o f  the  

p r inc ip le  invo lves  a  depar tu re  f rom the  ba lance  o f  income and  

expend i tu re  tha t  d is t ingu ishes  the  b roader  respons ib i l i t i es  o f  

the  s ta te  such  as  na tu ra l  d i sas te rs  and  wars  where  the  s ta te  

bor rows  money  to  ca te r  fo r  these  un fo reseen  c i rcumstances .   

 

The  h is to r i ca l  pe rspec t i ve  o f  budge t  con t ro l  dep ic t s  endeavours  

fo r  a t ta inment  o f  a  ba lance  be tween income and  expend i tu res .  
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Th is  i s  suppor ted  by  Premchand (1993 :24)  on  the  asser t ion  tha t  

the re  i s  a  need  fo r  co -o rd ina t ion  be tween revenues  and  

expend i tu res  on  a  con t inuous  bas is  to  ensure  tha t  the  changes  

in  the  fo rmer  and  the  impac t  on  the  la t te r  can  be  iden t i f i ed  to  

e f fec t  remed ia l  ac t ions .  B lack  e t  a l .  (2003 :11)  wro te  tha t  under  

norma l  cond i t i ons  where  the re  a re  ins ign i f i can t  depar tu res ,  

the re  ough t  to  be  a  ba lance  be tween income and  expend i tu re .  

B lack  e t  a l .  (2003 :11)  sugges t  tha t  in  o rder  to  ach ieve  a  

ba lance  be tween income and  expend i tu re  as  approved  by  the  

leg is la tu re  in  p rac t i ce  one  shou ld  es t imate  fo r  a  modera te  

su rp lus .  Th is  i s  re fe r red  to  as  fo rmu la t ing  the  expend i tu re  

p lans  to  inc lude  con t ingency  p rov is ion  fo r  un fo reseen  

c i rcumstances  Premchand,  (1993 :24) .  I t  i s  an  accep ted  

p r inc ip le  tha t  t reasury  shou ld  ensure  tha t  funds  a re  a lways  

ava i lab le  fo r  i ncur r ing  expend i tu re  by  va r ious  s ta te  

depar tments  (Premchand,  1993 :24) .  Th is  respons ib i l i t y  

emanates  f rom the  fac t  tha t  the  p rov inc ia l  t reasury  i s  endowed 

w i th  the  powers  to  imp lement  and  manage the  f inanc ia l  and  

f i sca l  i ns t ruments  o f  the  p rov ince .  

 

On  the  o ther  hand ,  the  ba lanc ing  o f  i ncome and  expend i tu re  in  

the  1930s  was  cha l lenged  when f i sca l  po l i cy  came in to  be ing  in  

i t s  own r igh t  (Premchand,  1983 :  6 ) .  The  ba lanc ing  o f  i ncome 

and  expend i tu re  was  cha l lenged  by  John  Maynard  Keynes  

(Premchand,  1983 :6 ) .  The  de f i c i t  spend ing  advoca ted  by  

Keynes  i s  p lanned  government  spend ing  imp lemented  by  the  

t reasury ,  un l i ke  the  unp lanned de f i c i t  spend ing  exper ienced  in  

the  Eas te rn  Cape Depar tment  o f  Educa t ion  in  the  2004 /5  

f i nanc ia l  year  (George ,  2004) .  PFMA,  1999 (Ac t  1  o f  1999) ,  as  

amended by  Ac t  29  o f  1999  s ta tes  tha t  p rov inc ia l  depar tments  

such  as  the  p rov inc ia l  Depar tment  o f  Educa t ion  in  the  Eas te rn  
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Cape mus t  comp ly  w i th  any  remed ia l  measures  imposed  by  the  

p rov inc ia l  t reasury  to  p reven t  overspend ing  o f  the  Vo te .  

Compl iance  shou ld  o f  course  take  no te  o f  the  lega l  imp l i ca t ions  

o f  a  commi tment .  Th is  means  tha t  in  the  pub l i c  se rv ice  i f  

se rv ices  have  been  rendered  there  i s  no  way  tha t  the  

expend i tu re  cou ld  no t  be  incur red  on  accoun t  o f  non-

ava i lab i l i t y  o f  funds .  In  tha t  scenar io  t he  pos tponement  o f  

d i sbursements  o f  commi tments  i s  tan tamount  to  recur rence  o f  

unchecked  budge t  de f i c i t .  

 
2.4 .  Contro l  f ramework  
 
Con t ro l  f ramework  i s  v iewed as  be ing  a t  the  cen t re  o f  the  

management  func t ion ,  as  many  o f  i t s  tasks  a re  assoc ia ted  w i th  

con t ro l .  Con t ro l  may  be  de f ined  as  a  s ta tu to ry  l im i ta t ion  o f  

ac t ion  tha t  i s  imposed  on  ins t i t u t ions  (G i ldenhuys ,  1997 :135) .  

Accord ing  to  Premchand (1993 :28) ,  ea r l y  a t ten t ion  to  con t ro l  

was  pa id  in  o rgan iz ing  the  s ta te  t reasury .  The  p rov inc ia l  

t reasury  o f  the  Eas te rn  Cape was  es tab l i shed  in  1994  by  

ama lgamat ion  o f  the  th ree  t reasur ies  o f  the  fo rmer  T ranske i ,  

fo rmer  C iske i  and  fo rmer  Eas te rn  Cape  Prov ince .  Th is  i s   

i nd ica t i ve  o f  the  fac t  tha t  the  p rov inc ia l  t reasury  o f  the  Eas te rn  

Cape cou ld  be  su f fe r ing  f rom tee th ing  p rob lems  in  budge t  

con t ro l  func t ion  env isaged  in  the  PFMA,  1999   (Ac t  1  o f  1999) ,  

as  amended by  Ac t  29  o f  1999 .  In  tha t  scenar io ,  de f i c i t  

spend ing  by  the  p rov inc ia l  Depar tment  o f  Educa t ion  cou ld  have  

been  aver ted  by  the  p rov inc ia l  t reasury  as  i t  cons t i tu ted  

mate r ia l  b reach  o f  na t iona l  economic  po l i c ies .    

 

Con t ro ls  a re  cons idered  to  represen t  ra t iona l  sys tems tha t  a re  

des igned  to  enhance  the  per fo rmance  o f  o rgan iza t ions  in  

regard  to  expend i tu re  management .  These  p rocesses  enab le  

 39



the  spec i f i ca t ion  o f  ob jec t i ves ,  the  a l loca t ion  o f  resources  and  

the  economic ,  e f f i c ien t  and  e f fec t i ve  u t i l i za t ion  o f  resources  

wh i le  pursu ing  the  ob jec t i ve  o f  s tab i l i t y  (P remchand,  1993 :29) .   

 

Con t ro l  i s  a lso  an  express ion  o f  power  and  o f  a  h ie ra rch ica l  

re la t ionsh ip  and  as  such  th is  i s  w i tnessed  in  in te rgovernmenta l  

f i sca l  re la t ionsh ips  (Premchand,  1993 :29) .  There  mus t  be  a  

ba lance  be tween  the  a t ta inment  o f  ob jec t i ves  and  the  

ma in tenance  o f  s tab i l i t y  in  f i nanc ia l  admin is t ra t ion  i f  qua l i t y  

de l i ve rab les  a re  to  be  accompl i shed ,  as  w i l l  be  exp la ined  under  

the   fo l l ow ing  sub-head ing .   

 

2.4 .1 .  Management  process 
Cont ro l  shou ld  be  v iewed as  a  ne twork  o f  admin is t ra t i ve  

p rocesses .  Severa l  techn iques  a re  used  to  ascer ta in  tha t  

government  t ransac t ions  a re  under taken  in  pursu i t  o f  a  

coheren t  s t ra tegy  o r  ob jec t i ve  (Premchand,  1993 :29) .  The  

con t ro l  p rocess  may  cons is t  o f  s t ra teg ic  p lann ing ,  management  

con t ro l  and  opera t ion  con t ro l .  The  s t ra teg ic  p lann ing  re fe rs  to  

the  fo rmu la t ion  o f  ob jec t ives  and  the  corpora te  p lans  

(Premchand,  1993 :29) .  The  second  phase  encompasses  the  

ob ta in ing  o f  resources  and  the  po l i c ies  de te rmined  to  govern  

the  use  o f  resources .  The  las t  phase  o f  the  con t ro l  p rocesses  

i s  to  ensure  tha t  tasks  a re  ca r r ied  ou t  as  in tended .  

 

2 .4 .2 .  Nature  o f  contro ls  
 
The  e f fec t i ve  management  o f  expend i tu re  depends  subs tan t ia l l y  

on  the  na tu re  o f  the  con t ro l  exerc ised  (Premchand,  1993 :33) .  

Con t ro l  i s  genera l l y  assoc ia ted  w i th  the  exerc ise  o f  power  

e i the r  lega l l y  ves ted  in  an  ins t i t u t ion  o r  a l te rna t i ve ly  c la imed 

as  par t  o f  t rad i t i on .  For  ins tance ,  the  PFMA,  1999 (Ac t  1  o f  
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1999)  as  amended by  Ac t  29  o f  1999  spec i f i ca l l y  p laces  the  

MEC fo r  F inance  as  the  head  o f  the  p rov inc ia l  t reasury  

respons ib le  fo r  f i nanc ia l  mat te rs  and  thereby  endowed w i th  the  

powers  to  fo rmu la te  the  f inanc ia l  po l i cy  and  take  dec is ions  o f  

t reasury .  Power  i s  de f ined  as  the  ab i l i t y  to  do  o r  ac t  i n  o rder  to  

e f fec t  someth ing ,  accord ing  to  G i ldenhuys  (1997 :84) .  One  who 

i s  ves ted  w i th  con t ro ls  shou ld  have  the  resources  to  impose  

h is /her  w i l l  and  w ishes  (G i ldenhuys ,  1997 :84) .  I f  the  resources  

a re  no t  ava i lab le ,  one  i s  power less  (G i ldenhuys ,  1997 :84) .   

Wi thou t  th i s  p resumed power ,  con t ro ls  may  vary  in  the i r  

e f fec t i veness .  Power  i s  d rawn f rom two  essen t ia l s ,  tha t  i s ,  

mot i ves  and  resources  (Premchand,  1993 :33) .  In  an  

o rgan iza t iona l  se tup ,  the  lega l  and  exp l i c i t  mot i ve  i s  d rawn 

f rom the  ass ignment  o f  a  spec i f i c  respons ib i l i t y  to  tha t  

i ns t i tu t ion  (Premchand,  1993 :34) .  I f  such  ass ignment  i s  backed  

by  the  power  to  manage resources  th rough  a l loca t ion  and  

u t i l i za t ion ,  tha t  t ru l y  fo rges  a  s t rongho ld  o f  power .    

 

However ,  Cane t t i  (1981 :294)  makes  a  d is t inc t ion  be tween 

power  and  fo rce ,  i . e .  the  fo rmer  opera t ing  in  a  w ider  space  and  

be ing  less  dynamic ,  wh i le  the  la t te r  i s  c lose  and  immed ia te  in  

i t s  e f fec t .   Accord ing  to  Cane t t i  (1981 :294) ,  the  exerc ise  o f  

power  and  fo rce  imp l ies  a  b reakdown in  the  soc ia l  re la t ionsh ip .  

The  man-made d is t inc t ion  be tween those  who g ive  o rders  and  

those  who have  to  obey  them imp l ies  tha t  they  have  no  

common language  be tween them (Canet t i ,  1981 :294) .  Power  

can  be  fo rma l ,  and  i t  can  be  in fo rma l ,  accord ing  to  Premchand 

(1993 :34) .  In  any  o f  these  cases  power  has  a  purpose  o r  

cen t ra l  va lue  fo r  the  ach ievement  o f  ce r ta in  in tended  e f fec ts .   
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The power  tha t  has  a  purpose  o f  ach ievement  o f  i n tended  

e f fec ts  becomes a  leg i t imate  au thor i t y .  Au thor i t y  i s  the  power  

con fe r red  upon  min is te rs  and  pub l i c  o f f i c ia l s  to  execu te  the  

po l i cy  and  dec is ions  o f  the  par l i ament  (G i ldenhuys ,  1997 :85) .  

Au thor i t y  c rea tes  an  env i ronment  o f  obed ience ,  accord ing  to  

G i ldenhuys  (1997 :85) .   

 

The  spec i f i ca t ion  o f  e f f i c iency  s tandards  i s  la rge ly  v iewed as  

an  exerc ise  in  co-op t i ve  power  as  these  s tandards  a re  jo in t l y  

de te rmined  by  the  t reasur ies  and  the  spend ing  depar tments  

(Premchand,  1993 :36) .  The  budge t  i s  a  po l i cy  s ta tement  on  

wh ich  f inanc ia l  con t ro l  i s  exerc i sed  in  o rder  to  ensure  tha t  the  

f inanc ia l  po l i cy  made by  the  leg is la t i ve  au thor i t y  i s  adhered  to  

(G i ldenhuys ,  1997 :396)  The  f ramework  o f  con t ro ls  i s  la rge ly  

domina ted  by  the  cen t ra l  depar tments  such  as  p rov inc ia l  

t reasury  o r  na t iona l  t reasury  as  they  a re  respons ib le  fo r  po l i cy  

and  fo r  spec i f y ing  methods  to  ach ieve  i t ,  accord ing  to  

Premchand (1993 :36) .  Mos t  o f  the  con t ro ls  o f  the  spend ing  

depar tments  seem to  opera te  in  a  reac t i ve ,  ra ther  than  

p roac t i ve ,  manner ,  concerned  w i th  c r i s i s  o r  o ther  shor t - te rm 

agendas  (Premchand,  1993 :36-37) .  Obv ious  a t tempts  a t  

c i r cumvent ing  con t ro ls  and  p rominen t  leakages  such  as  

accumula t ion  o f  payment  a r rears  and  ghos t  emp loyees  tend  to  

undermine  con f idence  in  the  sys tem.  Once  there  a re  c r i ses  in  

the  sys tem,  a  p roac t i ve  approach  i s  needed ,  as  dys func t iona l  

behav iour  shou ld  be  removed  f rom the  sys tem to  ma in ta in  

f i nanc ia l  s tab i l i t y .  

 
2 .5 .  Publ ic  debt  and budget  def ic i ts  
 
Pub l i c  deb t  may  be  de f ined  as  the  sum o f  a l l  the  ou ts tand ing  

f inanc ia l  l i ab i l i t i es  o f  the  government  w i th  a  p r imary  and  lega l  
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respons ib i l i t y  to  re imburse  the  amount  bor rowed and  in te res t  

depend ing  on  the  cond i t ions  o f  the  agreement  (B lack  e t  a l .  

2003 :  247) .   A  budge t  de f i c i t  i s  the  excess  o f  spend ing  over  

revenue  (Rosen ,1988 :415) .  In  o rder  to  avo id  the  over -

expend i tu re  the  expend i tu re  i s  mon i to red  th rough  the  use  o f  

i ns t ruments  such  as  the  Ear ly  Warn ing  Sys tem imp lemented  

th rough  In -Year -Mon i to r ing  and  cash  f low p ro jec t ion .  The  

ad jus tment  budge t  se rves  to  rec t i f y  the  budge t  overs igh t .   

  

Re f inanc ing  s imp ly  means  bor row ing  new money  to  pay  the  

ex is t ing  c red i to rs .  I t  i s  the  du ty  o f  the  Eas te rn  Cape p rov inc ia l  

t reasury  to  ensure  tha t  the  p rov inc ia l  depar tments  do  no t  

de te r io ra te  in  the i r  f i nanc ia l  admin is t ra t ion .  The  re f inanc ing  o f  

p rov inc ia l  depar tments  such  as  the  Eas te rn  Cape Depar tment  

o f  Educa t ion  fo r  payment  o f  c red i to rs  wou ld  be  tan tamount  to  a  

deb t  t rap .  However ,  p rov inc ia l  depar tments  a re  no t  a l lowed to  

bor row money  to  f i nance  budge t  de f i c i t  accord ing  to  t he  

Bor row ing  Powers  o f  P rov inc ia l  Governments  Ac t ,  1999  (Ac t  48  

o f  1996) .   

 
2.6 .  Conclus ion 
 
The  budge t ing  sys tems as  re f lec ted  in  the  l i ne - i tem budge t ing  

sys tem,  p lann ing ,  p rogramming  budge t ing  sys tem or  ob jec t i ve  

budge t ing  sys tem and  zero  base  budge t ing  sys tem are  

ins t ruments  fo r  a l l oca t i ve  e f f i c iency .  The  economic  a l loca t ion  

in  the  budge t  con t ro l  func t ion  o f  the  p rov inc ia l  t reasury  se rves  

th ree  economic  tasks  tha t  embrace  s tab i l i za t ion ,  d is t r ibu t ion  

and  economic  g rowth .  

 

F isca l  d i sc ip l ine  may  be  looked  a t  as  the  a t tempt  to  ba lance  

income and  the  expend i tu re  to  ensure  tha t  funds  a re  a lways  
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ava i lab le  to  incur  the  necessary  expend i tu re .  The  p rov inc ia l  

t reasury  i s  endowed w i th  powers  to  imp lement ,  and  manage 

f inanc ia l  and  f i sca l  i ns t ruments  in  the  p rov ince .  The  p rov inc ia l  

t reasury  i s  e f fec t i ve  in  ma in ta inance  o f  f i sca l  d i sc ip l ine  i f  the  

va r iance  be tween ac tua l  i ncome and  expend i tu re  i s  managed 

w i thou t  in te r fe rence  by  na t iona l  t reasury .    

 

The  p rov inc ia l  t reasury  i s  an  ins t i t u t ion  in  the  h ie ra rchy  o f  the  

p rov inc ia l  admin is t ra t ion  tha t  i s  respons ib le  fo r  the  budge t  

con t ro l  func t ion .  Budget  con t ro l  by  na tu re  i s  p reven ta t i ve  in  

tha t  i t  shou ld  p reven t  any  mate r ia l  b reach  o f  the  

macroeconomic  po l i cy  o f  the  coun t ry .  The  expend i tu re  

fo recas ts  g ive  the  p rov inc ia l  t reasury  a  cer ta in  leeway  to  take  

appropr ia te  measures  to  p reven t  budge t  shor t fa l l s  in  p rov inc ia l  

depar tments  be fo re  the  s i tua t ion  becomes i r revers ib le .   

 

I t  i s  obv ious  tha t  the  pub l i c  deb t  and  budge t  de f i c i t  mus t  be  

p lanned  w i th  the  p rov inc ia l  t reasury  i f  p rov inc ia l  government  

l i ab i l i t i es  a re  to  be  managed e f fec t i ve ly  and  e f f i c ien t l y .  The  

res t r i c t ion  o f  budge t  de f i c i t  to  a  m in imum pu ts  the  coun t ry ’ s  

economy on  a  sound  f inanc ia l  foo t ing  as  tha t  i s  an  a t tempt  to  

p reven t  the  c rea t ion  o f  a  deb t  t rap .      
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CHAPTER 3 

APPLICATION OF BUDGET CONTROL THEORIES TO 

SOUTH AFRICA 

 

3.1 .  In t roduct ion  
 
South  A f r i ca  i s  charac te r i zed  by  economic  a f f l uence  as  we l l  as  

ex t reme pover ty  and  inequa l i t y .  Th is  scenar io  ex is t s  fo r  

h is to r i ca l  reasons  as  we l l  as  on  accoun t  o f  the  skewed 

d is t r ibu t ion  o f  i ncome and  earn ings .  The  na t iona l  budge t  ho lds  

an  impor tan t  red is t r ibu t i ve  func t ion  to  address  the  soc io -

economic  ex t remes  exper ienced  as  we l l  as  h is to r i ca l  

imba lances  c rea ted  among o ther  th ings  by  the  apar the id  

sys tem.  In  the  longer  te rm,  even  ind iv idua l  i ncomes  a re  

s t rong ly  in f luenced  by  the  cur ren t  a l loca t ion  o f  f i sca l  resources  

th rough  the  impac t  on  human cap i ta l  and  economic  g rowth  in  

genera l .  Th is  chap te r  dea ls  w i th  c r i t i ca l  i ssues  tak ing  p lace  in  

Sou th  A f r i can  in te rgovernmenta l  f i sca l  re la t ions  tha t  a f fec t  the  

budge t  con t ro l  func t ion  in  the  Eas te rn  Cape Depar tment  o f  

Educa t ion .  The  app l i ca t ion  o f  budge t  con t ro l  theor ies  to  Sou th  

A f r i ca  as  env isaged  in  f i sca l  po l i cy  i s  d i scussed  under  the  

head ings  d is t r ibu t ion  o f  i ncome,  expend i tu re ,  management  

p rocess  and  asse ts  and  l i ab i l i t i es .  

 

3 .2 .D is t r ibut ion  of  income 
  
Educa t ion  i s  inc reas ing ly  recogn ized  as  one  o f  the  bes t  

f i nanc ia l  i nves tments  s ta tes  can  make  (R igh t  to  Educa t ion -

Per iod  Apr i l  2000-March  2002) .  As  an  empowerment  r igh t ,  

educa t ion  i s  a  p r imary  veh ic le  by  wh ich  economica l l y  and  

soc ia l l y  marg ina l i zed  adu l t s  and  ch i ld ren  can  l i f t  themse lves  

ou t  o f  pover ty  and  ob ta in  the  means  to  par t i c ipa te  fu l l y  in  the  
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commun i t ies  (R igh t  to  Educa t ion  –  Per iod  Apr i l  2000-March  

2002) .  In  Sou th  A f r i ca ,  pa r t i cu la r l y  in  the  Eas te rn  Cape 

Depar tment  o f  Educa t ion ,  apar t  f rom key  po l i cy  and  leg is la t i ve  

measures ,  appropr ia te  ru les  and  regu la t ions  have  been  

adop ted  by  bo th  na t iona l  and  p rov inc ia l  governments ,  geared  a t  

ensur ing  the  e f fec t i ve  rea l i za t ion  o f  the  r igh t  to  educa t ion .  

Educa t ion  i s  a t  the  top  o f  the  l i s t  o f  p rov inc ia l  p r io r i t i es  and  as  

such  the  p rov inc ia l  admin is t ra t ion  mus t  emp loy  a  p roper  m ix  o f  

sk i l l s  and  capab i l i t i es  to  ensure  tha t  funds  a l loca ted  a re  

u t i l i zed  e f f i c ien t l y  and  e f fec t i ve ly .  As  the  Depar tment  o f  

Educa t ion  i s  a t  the  cu t t ing  edge  o f  advancement  o f  knowledge ,  

e f fec t i ve  budge t  con t ro l  can  ensure  con t inu i t y  in  the  p romot ion  

o f  sk i l l s .   

 

The  na t iona l  budge t ,  th rough  resource  a l loca t ion ,  i s  the  mos t  

impor tan t  red is t r ibu t i ve  mechan ism ava i lab le  to  any  

government  to  change  the  d is t r ibu t ion  o f  p r i va te  earn ings  in  the  

med ium te rm (B lack  e t  a l .  2003 :224) .  The  cur ren t  a l l oca t ion  o f  

f i sca l  resources  has  long- te rm bene f i t s  due  to  i t s  impac t  on  

human,  cap i ta l  and  economic  g rowth .  In  Sou th  A f r i ca ,  where  

pover ty ,  soc io -economic  deve lopment  and  income d is t r ibu t ion  

a re  impor tan t  i ssues ,  the  ro le  o f  f i sca l  po l i cy  i s  par t i cu la r l y  

per t inen t  (B lack  e t  a l .  2003 :224) .  B lack  e t  a l .  (2003 :224)  asser t  

tha t  a lmos t  a  quar te r  o f  the  to ta l  popu la t ion  l i ves  be low the  

in te rna t iona l  pover ty  l i ne  o f  $1  a  day ,  an  ex t reme ly  h igh  

p ropor t ion  fo r  an  upper  m idd le  income deve lop ing  coun t ry .  Th is  

s i tua t ion  poses  a  cha l lenge  to  the  esca la t ion  o f  expend i tu re  on  

educa t ion  par t i cu la r l y  in  the  Eas te rn  Cape Depar tment  o f  

Educa t ion  as  educa t ion  i s  cons t i tu t iona l l y  recogn ized  as  a  

r igh t .   
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3.2 .1 .  Revenue  
 
The Cons t i tu t ion  o f  Sou th  A f r i ca  Ac t ,1996  (Ac t  108  o f  1996)  

th rough  sec t ion  228  en t i t l es  the  p rov inc ia l  l eg is la tu re  to  impose  

taxes ,  lev ies  and  du t ies  o ther  than  income tax ,  va lue-added  

tax ,  genera l  sa les  tax ,  and  ra tes  on  p roper ty  o r  cus toms du t ies .  

The  above  and  o ther  income genera t ing  taxes  such  as  company  

and  exc ise  taxes  a re  reserved  fo r  co l lec t ion  by  na t iona l  

government .   

 

P rov inces  a re  permi t ted  to  co l lec t  revenue  on  l im i ted  sources .  

The  Eas te rn  Cape co l lec ts  revenue  f rom moto r  veh ic le  

l i cences ,  hosp i ta l  fees  and  gambl ing  p roceeds .  Hos te l  fees  tha t  

a re  co l lec ted  by  the  Depar tment  o f  Educa t ion  a re  ins ign i f i can t  

as  a  bu f fe r  to  the  r i s ing  educa t ion  expend i tu re .  The  F inanc ia l  

and  F isca l  Commiss ion  (FFC)  has  p roposed  tha t  p rov inces  be  

a l lowed to  co l lec t  a  su rcharge  on  the  na t iona l  persona l - income-

tax  base  (Abed ian  and  B iggs ,  1998 :67) .  P rov inces  a re  a l lowed 

to  levy  taxes ,  p rov ided  tha t  each  p rov ince  does  no t  p re jud ice  

na t iona l  economic  po l i c ies  and  economic  ac t i v i t i es  ac ross  

p rov inc ia l  boundar ies .  Th is  res t r i c t ion  makes  i t  d i f f i cu l t  fo r  

p rov inces  to  impose  a  su rcharge  on  the  na t iona l  pe rsona l  

income tax  base .   

 

Moreover ,  the  income tax  in  Sou th  A f r i ca  has  a l ready  been  

recogn ized  as  h igh .  For  example ,  the  M in is te r  o f  F inance ,  Mr  

T revor  A .  Manue l ,  i nd ica ted  in  the  2005 /2006  Budge t  Speech  

tha t  the  max imum marg ina l  ra te  o f  tax  rema ins  a t  fo r t y  percen t ,  

and  the  changes  to  the  tax  b racke ts  resu l t  i n  s ign i f i can t  re l ie f  

fo r  a l l  taxpayers .  Labuschagne (1996 :93)  re fe rs  to  these  

res t r i c t ions  as  p lac ing  a  ques t ion  mark  over  the  o r ig ina l  tax ing  

powers  o f  the  p rov inces  ( in  Abed ian  and  B iggs ,  1998 :  67) .  The  
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South  A f r i can  government  i s  exerc is ing  the  f i sca l  federa l  

sys tem when i t  de lega tes  budge t ing  to  the  p rov inc ia l  

governments ,  and  the  mun ic ipa l i t i es .  Th is  means  tha t  f i sca l  

decen t ra l i za t ion  ex is ts  to  the  ex ten t  tha t  the  sa id  leve ls  o f  

government  a re  empowered  by  the  Cons t i tu t ion  o r  par t i cu la r  

laws  to  ra ise  taxes  and  car ry  ou t  spend ing  ac t i v i t i es  (Abed ian  

and  B iggs ,  1998 :59) .  

 

P rov inces  in  Sou th  A f r i ca  have  ins ign i f i can t  own revenue  

capac i t y  compared  w i th  sub-na t iona l  governments  in  o ther  

coun t r ies  and  thus  a re  h igh ly  dependent  f i sca l l y  on  cen t ra l  

government  (Abed ian  and  B iggs ,  1998 :67) .  In  keep ing  w i th  th is  

perspec t i ve ,  na t iona l  l eg is la t ion ,  no t  p rov inc ia l  l eg is la t ion  

es tab l i shed  the  Prov inc ia l  Revenue  Fund .  For  ins tance ,  sec t ion  

21(1 )  o f  the  PFMA,  1999 (Ac t  1  o f  1999) ,  as  amended by  Ac t  29  

o f  1999  s t ipu la tes  tha t  the  p rov inc ia l  t reasury  i s  in  charge  o f  

tha t  p rov ince  Prov inc ia l  Revenue  Fund  and  mus t  en fo rce  

compl iance  w i th  the  p rov is ions  o f  sec t ion  226  o f  the  

Cons t i tu t ion ,  namely  tha t  a l l  money  rece ived  by  the  p rov inc ia l  

government  mus t  p rompt l y  be  pa id  in to  the  Fund ,  excep t  money  

reasonab ly  exc luded  by  th i s  Ac t  o r  o ther  Ac t  o f  Par l i ament .   

 

Own revenue  co l lec t ion  in  the  Eas te rn  Cape has  a lways  been  

ins ign i f i can t .  In  the  2000 /1  f inanc ia l  year ,  the  p rov ince  

co l lec ted  R394 mi l l i on  o f  the  R18 b i l l i on  budge t ,  wh ich  i s  two  

percen t  o f  p rov inc ia l  revenue .  In  the  2001 /2  to  2002 /3  f inanc ia l  

years ,  the  p rov ince  co l lec ted  R554 mi l l i on  and  R637 mi l l i on  o f  

the  R20 b i l l i on  and  R23 b i l l i on  budge ts  respec t i ve ly ,  

rep resen t ing  on ly  th ree  percen t  o f  the  p rov inc ia l  revenue  

(Eas te rn  Cape Prov inc ia l  Government  Budget  S ta tement  

2003 /04 :37) .  Th is  ind ica tes  tha t  97  percen t  o f  the  p rov inc ia l  
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revenue  i s  der i ved  f rom equ i tab le  share  and  cond i t i ona l  g ran ts  

f rom the  na t iona l  government .  There fo re ,  p rov inc ia l  s t ra teg ies  

shou ld  be  deve loped  to  b roaden  the  p rov inc ia l  tax  base  ra ther  

than  re ly ing  ma in ly  on  moto r  veh ic le  l i cences .       

 

3.3 .  Expendi ture  
 
The concep t  o f  expend i tu re  i s  de f ined  as  an  amount  o f  money  

spen t  on  serv ice  de l i ve ry  (Erasmus  and  V isser ,  2000 :  108) .  The  

economic  ana lys is  o f  government  expend i tu re  res ts  on  the  

b road  d is t inc t ion  be tween cur ren t  and  cap i ta l  expend i tu re  

(Abed ian  and  B iggs ,  1998 :319) .  

 

Cur ren t  expend i tu re  inc ludes  the  remunera t ion  o f  pub l i c  sec to r  

emp loyees ,  purchase  o f  goods  and  serv ices ,  i n te res t  payments  

and  t rans fe r  payments  to  co rpora t ions ,  pub l i c  en t i t i es ,  p r i va te  

bus iness  en te rp r i ses  (subs id ies ) ,  househo lds  (soc ia l  secur i t i es  

o r  g ran ts )  and  membersh ip  fees  to  reg iona l  and  in te rna t iona l  

o rgan iza t ions ,   i n te r  a l i a   A f r i can  Un ion ,  New Par tnersh ip  fo r  

A f r i can  Deve lopment  e tc .  Cur ren t  expend i tu re  such  as  

remunera t ion  o f  emp loyees  i s  de te rmined  a t  na t iona l  

government  leve l  (Abed ian  and  B iggs ,  1998 :429) .  Personne l  

cos ts  accoun t  fo r  a  huge  por t ion  o f  the  budge t  o f  the  Prov ince  

o f  the  Eas te rn  Cape.  For  example ,  i n  the  2000 /1  f i nanc ia l  year  

personne l  cos ts  accoun ted  fo r  approx imate ly  60  percen t  o f  

to ta l  budge t  a l loca t ion .  The  expend i tu re  on  personne l  in  the  

Prov ince  o f  the  Eas te rn  Cape has  g rown exponen t ia l l y ,  f rom 

2000  to  2003  by  60  percen t ,  57  percen t  and  49  percen t  in  the   

2000 /1 ,  2001 /2  and  R2002/3  f inanc ia l  years  respec t i ve ly  

(Eas te rn  Cape Prov inc ia l  Budge t  S ta tement  fo r  2003 /2004 :28) .  
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The economic  c lass i f i ca t ion  o f  the  expend i tu re  i s  impor tan t  fo r  

two  reasons .  The  f i r s t  reason  re la tes  to  the  economic  impac t  o f  

the  d i f fe ren t  spend ing  i tems l i ke  cap i ta l  spend ing  on  soc ia l  and  

economic  in f ras t ruc tu re .   These  a re  usua l l y  regarded  as  g rowth  

p romot ion  more  than  cur ren t  expend i tu re ,  such  as  consumpt ion  

spend ing  and  t rans fe r  payments  (Abeda in  and  B iggs ,  1998 :  

320) .  Accord ing  to  the  2003  In te rgovernmenta l  F isca l  Rev iew,  

the  2003  p rov inc ia l  budge ts  re f lec ted  s t rong  rea l  g rowth  on  

non-personne l  and  non-cap i ta l  expend i tu re  o f  7 ,5  percen t  in  

2003 /04 .  Accord ing  to  th i s  rev iew,  to ta l  educa t ion  spend ing  

g rew by  4 ,6  percen t  in  rea l  te rms  f rom R53,1  b i l l i on  to  R58 ,  9  

b i l l i on  in  2003 /04 .  Wi th in  educa t ion ,  the  h ighes t  g rowth  i s  in  

non-personne l  and  non-cap i ta l  expend i tu re  wh ich  shows  rea l  

g rowth  o f  16 ,1  percen t  in  2003 /04  and  i s  p ro jec ted  to  g row a t  

an  average  annua l  ra te  o f  9 .4  percen t  w i th in  the   MTEF 

2003 /04 ,  2004 /05  and  2005 /06 .   

 

The  above  leve l  o f  g rowth  i s  expec ted  to  he lp  the  sec to r  

a l loca te  inc reas ing  amounts  to  lea rner  suppor t  mate r ia l s  and  

re in fo rce  improvements  in  the  qua l i t y  o f  schoo l  educa t ion ,  

accord ing  to  the  rev iew.  The  2003  In te rgovernmenta l  F isca l  

Rev iew recorded  tha t  the  Eas te rn  Cape recorded  the  h ighes t  

budge t  de f i c i t  o f  R968  mi l l i on  in  2003 /04 .  

 

The  second  reason  fo r  the  impor tance  o f  economic  

c lass i f i ca t ion  i s  p ruden t  f i nanc ia l  management  p rac t i ces  

(Abed ian  and  B iggs ,  1998 :320) .  I t  i s  cons idered  tha t  cu r ren t  

expend i tu re  shou ld  be  f inanced  f rom cur ren t  revenues ,  wh i le  

cap i ta l  expend i tu re  shou ld  be  f inanced  th rough  bor row ing  as  

the  la t te r  genera tes  re tu rns  in  the  long  run .  Dur ing  the  1970s  

and  ear l y  1980s ,  i t  was  the  Sou th  A f r i can  government ’ s  po l i cy  
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to  reduce  the  pub l i c  sec to r ’ s  share  o f  to ta l  f i xed  inves tment  in  

o rder  to  f ree  resources  fo r  i nves tment  by  the  p r i va te  sec to r  

(Abed ian  and  B iggs ,  1998 :321) .   

 

The  government  in te rvenes  in  cap i ta l  fo rmat ion  when there  i s  a  

mass ive  inves tment  needed  in  the  pub l i c  in te res t  such  as  job  

c rea t ion  and  the  p r i va te  sec to r  does  have  the  economic  musc le  

to  inves t  in  ven tu res  l i ke  tha t  a t  Coega.  The  re luc tance  o f  the  

government  to  in te rvene  in  the  economy has  led  to  the  g rowth  

in  cu r ren t  expend i tu re ,  ra ther  than  cap i ta l  expend i tu re .  The  

g rowth  o f  cu r ren t  expend i tu re  on  non-personne l  non-cap i ta l  

expend i tu re  was  7 .5  percen t  in  2003 /04  and  2004 /05  and  

p ro jec ted  to  be  8 .3  percen t  over  the  nex t  th ree  years ,  tha t  i s ,  

2005 /06 ,  2006 /07  and  2008 /08 ,  accord ing  to  the  2003  

In te rgovernmenta l  F isca l  Rev iew.  In  a l l  p rov inc ia l  budge ts ,  80  

percen t  o f  the  budge t  i s  concen t ra ted  on  the  th ree  func t iona l  

a reas ,  name ly  hea l th ,  educa t ion  and  we l fa re  wh ich  a re  the  jo in t  

respons ib i l i t y  o f  na t iona l ,  and  p rov inc ia l  governments .  I t  i s  thus  

impera t i ve  tha t  e f fec t i ve  accoun t ing  sys tems a re  imp lemented  

to  a l lev ia te  the  occur rence  o f  unba lanced  budge t  and  to  t rack  

a l l  the  f inanc ia l  commi tments .  

 

3.3 .1 .  F isca l  d isc ip l ine  through e f fect ive  account ing   
 
Fisca l  d i sc ip l ine  re la tes  to  e f fec t i ve  con t ro l  o f  the  budge ta ry  

aggrega tes  (Abed ian  and  B iggs ,  1998 :435) .   The  no t ion  o f  

f i sca l  d i sc ip l ine  has  taken  var ious  fo rms  such  as  a  ba lanced  

budge t  norm,  ma in ta in ing  f inanc ia l  d i sc ip l ine  w i th in  the  annua l  

f i nanc ia l  cyc le  f rom 1  Apr i l  to  31  March  and  equa t ing  recur ren t  

expend i tu re  w i th  cu r ren t  tax  revenue (Abed ian  and  B iggs ,  

1998 :435) .  
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Estab l i sh ing  and  ma in ta in ing  f i sca l  d i sc ip l ine  may  requ i re  a  

mean ing fu l  depar tu re  f rom t rad i t i ona l  means  o f  t reasury  

con t ro ls  based  on  the  annua l  f i nanc ia l  p lann ing  sys tem.  

Accord ing  to  sec t ion  39(1 )  &  (2 )  o f  the  PFMA,  1999 (Ac t  1  o f  

1999) ,  as  amended by  Ac t  29  o f  1999  the  accoun t ing  o f f i ce r  fo r  

a  depar tment  i s  respons ib le  fo r  ensur ing  tha t  the  expend i tu re  

o f  tha t  depar tment  i s  in  accordance  w i th  the  vo te  o f  the  

depar tment  and  the  ma in  d iv i s ions  w i th in  the  vo te ,  and  mus t  

take  e f fec t i ve  and  appropr ia te  s teps  to  p reven t  any  

overspend ing  o f  the  vo te  o f  the  depar tment  o r  a  ma in  d iv is ion  

w i th in  the  vo te .  

 

Moreover ,  the re  i s  a lso  a  tendency  to  overes t imate  the  

expend i tu re  in  o rder  to  cope  w i th  the  r i s ing  uncer ta in ty  

(Abed ian  and  B iggs ,  1998 :436) .  I t  i s  i nheren t  in  a  pub l i c  po l i cy  

to  g ive  lega l  en t i t l ement  tha t  p rov ides  a  b road  f inanc ia l  

commi tment .  Th is  requ i res  con t inuous  research  to  de te rmine  

cur ren t  and  fu tu re  f inanc ia l  imp l i ca t ions  o f  pub l i c  po l i c ies .   

 

However ,  i n  the  p rov inces ,  the  over -es t imat ion  o f  the  budge t  i s  

p roh ib i ted  in  such  a  way  tha t  the  accoun t ing  o f f i ce r  o f  the  

depar tment  accoun ts  fo r  under -expend i tu re .  The  under -

expend i tu re  i s  recogn ized  as  under -per fo rmance  and  lock ing  o f  

scarce  f inanc ia l  resources  tha t  cou ld  have  been  used  by  o ther  

depar tments .  Pub l i c  funds ,  wh ich  a re  no t  to  be  immed ia te ly  

u t i l i zed ,  a re  inves ted  by  the  p rov inc ia l  t reasury  in  the  med ium 

te rm in  f i nanc ia l  i ns t i tu t ions  to  genera te  in te res t .  In  o rder  to  

fu l f i l  t h i s  ob l iga t ion ,  the  accoun t ing  o f f i ce rs  o f  depar tments  a re  

reques ted  by  the  p rov inc ia l  t reasury  to  make  cash  f low 

fo recas ts  so  tha t  funds  can  be  made read i l y  ava i lab le  by  

t reasury  when  the  need  a r i ses .  Accoun t ing  o f f i ce rs  w i th in  the  
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prov inc ia l  depar tments  accoun t  fo r  the  va r iances  fo r  over -  o r  

under -p ro jec t ion  in  the  depar tmenta l  cash  f low p ro jec t ions  so  

tha t  va r iances  can  be  kep t  ins ign i f i can t  a t  a l l  t imes .  A l l  these  

e f fo r t s  a re  geared  towards  ba lanc ing  the  budge t  fo r  the  

ma in tenance  o f  f i sca l  d isc ip l ine .  Sec t ion  39(2 ) (b )  &  (c )  o f  the  

PFMA,  1999 (Ac t  1  o f  1999) ,  as  amended  by  Ac t  29  o f  1999  

spec i f i es  tha t  an  accoun t ing  o f f i ce r  mus t  repor t  to  the  

execu t ing  au thor i t y  and  the  re levan t  t reasury  on  any  impend ing  

shor t fa l l s  in  budge ted  revenue and  overspend ing  o f  the  

depar tment ’ s  vo te .  

 

The  pers is tence  o f  de f i c i t  f inanc ing  in  economic  booms and  

recess ions  has  rendered  the  con t ro l  o f  f i sca l  aggrega tes  

la rge ly  inopera t i ve  (Abed ian  and  B iggs ,  1998 :447) .  In  te rms  o f  

sec t ion  25  o f  t he  above  Ac t ,  the  MEC fo r  F inance  may  

au thor i ze  the  use  o f  funds  f rom tha t  p rov ince ’s  Prov inc ia l  

Revenue  Fund  to  de f ray  expend i tu re  o f  an  excep t iona l  na tu re  

wh ich  i s  cu r ren t l y  no t  p rov ided  fo r ,  and  wh ich  canno t ,  w i thou t  

se r ious  p re jud ice  to  the  pub l i c  in te res t  i n  the  p rov ince ,  be  

pos tponed  to  a  fu tu re  appropr ia t ion  by  the  p rov inc ia l  

l eg is la tu re .  A  f i sca l  con t ro l  sys tem wh ich  has  been  adop ted  in  

va r ious  coun t r ies  i s  a  med ium- te rm expend i tu re  f ramework  fo r  

s tab i l i z ing  the  budget  aggrega tes  (Abed ian  and  B iggs ,  

1998 :447) .  

 

F ina l l y ,  a  new approach  has  been  es tab l i shed  where  t reasury ,  

i ns tead  o f  exerc is ing  con t ro l  over  i tems o f  expend i tu re ,  wou ld  

con t ro l  to ta l  spend ing  by  res t ra in ing  the  sub-aggrega tes  o f  the  

budge t .  Th is  i s  re fe r red  to  as  decen t ra l i za t ion  o f  some issues  

o f  the  budge t  con t ro l  func t ion  to  the  accoun t ing  o f f i ce rs  o f  

va r ious  p rov inc ia l  depar tments  to  comply  w i th  the  no t ion  o f  “ le t  
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the  managers  manage”  espoused  in  sec t ion  38  o f  the  PFMA,  

1999  (Ac t  1  o f  1999) ,  as  amended by  Ac t  29  o f  1999 .  T reasury  

ass igns  l im i t s  o f  spend ing  fo r  each  depar tment  and  expend i tu re  

i tems a re  le f t  a t  the i r  d i sc re t ion .  A l though  repr io r i t i za t ion  i s  

a l lowed fo r  f l ex ib i l i t y  in  the  appropr ia ted  funds ,  sec t ion  43  o f  

the  above  Ac t  spec i f i es  tha t  accoun t ing  o f f i ce rs  a re  g iven  up  to  

8  percen t  to  make  v i rements  be tween p rogrammes w i thou t  

approach ing  the  p rov inc ia l  o r  na t iona l  t reasury .      

 

3.3 .2 .  Cash appropr ia t ion  
 
Once appropr ia t ion  has  taken  p lace ,  the  imp l i ca t ion  i s  t ha t  

funds  mus t  be  spen t  on  tha t  wh ich  they  have  been  appropr ia ted  

fo r  (G i ldenhuys ,  993 :488) .   Budge t  con t ro l  takes  p lace  th rough  

a  cash  appropr ia t ion  schedu le  and  by  regu la r  compar ison  o f  

ac tua l  expend i tu re  w i th  the  schedu le  o f  amounts  o f  the  vo te  

schedu le ,  i n  o rder  to  iden t i f y  over -expend i tu re ,  under -

expend i tu re  and  back logs  in  good  t ime and  make  cor rec t ions  

t imeous ly  (G i ldenhuys ,  1993 :488) .  In  te rms o f  sec t ion  4 (3 )  o f  

the  D iv is ion  o f  Revenue Ac t  5  o f  2004  (DORA)  sub jec t  to  

sec t ion  28(2 )  o f  the  Ac t ,  each  p rov ince ’s  equ i tab le  share  mus t  

be  t rans fe r red  to  the  p rov ince  in  week ly  ins ta lments  in  

accordance  w i th  a  payment  schedu le  de te rmined  by  Nat iona l  

T reasury  a f te r  consu l ta t ion  w i th  the  head  o f f i c ia l  o f  the  

re levan t  p rov inc ia l  t reasury .  Accord ing  to  th i s  sec t ion ,  the  

payment  schedu le  mus t  reasonab ly  accoun t  fo r  the  month ly  

spend ing  commi tments  o f  p rov inces ,  the  revenue  a t  the  

d isposa l  o f  p rov inces  and  the  min im iza t ion  o f  r i sk  and  deb t  

se rv ic ing  cos ts  accord ing  to  D iv is ion  o f  Revenue Ac t  5  o f  2004 .  

Sec t ion  28(1 )  o f  th i s  Ac t  s t ipu la tes  tha t  sub jec t  to  subsec t ion  

(2 )  a  t rans fe r r ing  o f f i ce r  may ,  in  respec t  o f  an  a l loca t ion ,  a f te r  

consu l ta t ion  w i th  the  Nat iona l  T reasury  and  the  re levan t  
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prov inc ia l  t reasury ,  amend a  payment  schedu le  due  to  

underspend ing  o f  funds  o r  on  the  g rounds  o f  under -

per fo rmance  o r  non-compl iance  w i th  the  cond i t ions  o f  

a l l oca t ion .  I t  i s ,  the re fo re ,  impera t i ve  to  c la r i f y  tha t  sec t ion  

28(2 )  o f  the  sa id  Ac t  s t ipu la tes  tha t  the  na t iona l  t reasury  may ,  

in  the  in te res t  o f  be t te r  cash- f low management ,  o r  to  dea l  w i th  

f i nanc ia l  m ismanagement ,  amend any  payment  schedu le  fo r  an  

a l loca t ion  a f te r  consu l ta t ion  w i th  the  head  o f  a  p rov inc ia l  

t reasury  in  the  case  o f  p rov inc ia l  a l l oca t ions .   

 

The  p rov inc ia l  t reasury ,  i n  co -opera t ion  w i th  the  accoun t ing  

o f f i ce rs  o f  va r ious  p rov inc ia l  depar tments ,  works  ou t  a  cash  

appropr ia t ion  schedu le  fo r  every  budget  vo te  in  wh ich  the  

amount  approved  fo r  the  year  i s  sub-d iv ided  in to  12  

ins ta lments .  The  ins ta lments  a re  then  made ava i lab le  to  the  

accoun t ing  o f f i ce rs  by  the  t reasury  on  a  month ly  bas is  to  

f i nance  the  expend i tu re  o f  p rov inc ia l  depar tments  such  as  the  

Eas te rn  Cape Depar tment  o f  Educa t ion  (G i ldenhuys ,  1993 :489) .  

Sec t ion  40(4 ) (a )  &  (b )  o f  the  PFMA,  1999 (Ac t  1  o f  1999) ,  as  

amended by  Ac t  29  o f  1999  s t ipu la tes  tha t  the  accoun t ing  

o f f i ce r  o f  a  depar tment  mus t ,  each  year ,  be fo re  the  beg inn ing  

o f  a  f inanc ia l  year ,  p rov ide  the  re levan t  t reasury  in  the  

p resc r ibed  fo rmat  w i th  a  b reakdown per  month  o f  the  

an t i c ipa ted  revenue  and  expend i tu re  fo r  tha t  f i nanc ia l  year ,  and  

in  each  month  submi t  i n fo rmat ion  in  the  p resc r ibed  fo rmat  o f  

ac tua l  revenue  and  expend i tu re  fo r  the  p reced ing  month  and  

the  amounts  an t i c ipa ted  fo r  tha t  month  in  te rms o f  sec t ion  

40(4 )  (a )  o f  the  sa id  Ac t .   

 

In  the  Eas te rn  Cape Prov ince ,  depar tments  submi t  to  the  

p rov inc ia l  t reasury  week ly  cash- f low requ is i t i ons  on  every  
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Fr iday  fo r  payment  in  the  nex t  week .  The  week ly  cash - f low 

requ is i t i ons  a re  added  a t  the  end  o f  the  month  to  re f lec t  the  

ac tua l  month ly  expend i tu re  o f  funds .  A  compar ison  o f  the  

ac tua l  expend i tu re  w i th  the  appropr ia t ion  a t  the  end  o f  each  

month  se rves  as  an  ear l y  warn ing  sys tem fo r  con t ro l l i ng  the  

ac t i v i t i es  o f  a  depar tment ,  i n  o rder  to  avo id  over -expend i tu re  o f  

funds  and  undersupp ly  o f  se rv ices  a t  the  end  o f  the  f i nanc ia l  

year  (G i ldenhuys ,  1993 :489) .  The  accoun t ing  o f f i ce r  o f  the  

depar tment  i s  requ i red  to  accoun t  fo r  va r iances  whether  they  

a re  under -  o r  over -expend i tu re .   

 

Expend i tu re  does  no t  a lways  p roceed  un i fo rm ly  in  p rac t i ce  

because  some ac t i v i t i es  a re  seasona l ,  where  per iods  o f  

i n tens ive  ac t i v i t y  a l te rna te  w i th  qu ie t  pe r iods  dur ing  the  same 

year  (G i ldenhuys ,  1993 :489) .   Fo r  example ,  i t  cou ld  be  

assumed when the  budge t  i s  approved  tha t  the  purchase  o f  

veh ic les  fo r  Prov inc ia l  Revenue Serv ices ’  s ta f f  members  w i l l  be  

in  June .  However ,  i f  i t  i s  d iscovered  la te r  on  tha t  the  veh ic les  

su i tab le  fo r  the  revenue  co l lec t ion  mon i to r ing  in  the  Eas te rn  

Cape Prov ince  a re  ou t  o f  s tock  and  cou ld  be  ava i lab le  i n  

November ,  the  expend i tu re  in  tha t  scenar io  canno t  be  d iv ided  

in to  twe lve  ins ta lments  as  i t  i s  a  once-o f f  payment .  The  cash  

appropr ia t ion  schedu le  i s  a t  the  cu t t ing  edge  o f  the  budget  

con t ro l  func t ion  o f  wh ich  the  p rov inc ia l  t reasury  shou ld ,  fo r  

example ,  have  iden t i f i ed  the  l i ke ly  over -expend i tu re  in  the  

p rov inc ia l  Depar tment  o f  Educa t ion .  The  p rov inc ia l  t reasury  

shou ld  have  taken  appropr ia te  s teps  to  adv ise  the  sa id  

depar tment  tha t  the  over -expend i tu re  was  i r revers ib le  and  

p rov ide  appropr ia te  s teps ,  such  as  add i t i ona l  fund ing  th rough  

an  ad jus tment  budge t ,  i f  e f fec t i ve  budge t  con t ro l  were  to  be  

enhanced .  
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3.3 .3 .  Cash and accrua l  account ing  methods 
 
A cash-on ly  de f i c i t  wou ld  inc lude  on ly  the  ou t lays  o f  the  

government  fo r  wh ich  cash  has  been  d isbursed  and  on ly  cash  

revenue  rece ived  dur ing  the  f i sca l  year  (Abeda in  and  B iggs ,  

1998 :188) .  The  cash  accoun t ing  sys tem does  no t  take  accoun t  

o f  the  government  commi tments  l i ke  cap i ta l  p ro jec ts  wh ich  a re  

in  p rogress  and  o ther  commi tments  wh ich  were  in  p rogress  in  

the  pas t  f i nanc ia l  year .  Th is  underes t imates  tha t  a  government  

commi tment  i s  tan tamount  to  the  expend i tu re  incur red .   

 

On  the  o ther  hand ,  an  acc rua l -on l y  de f i c i t  records  t ransac t ions  

on  a  payment  o rder  bas is  and  re f lec ts  income and  spend ing  

ac t ions  measured  a t  the  t ime  when they  take  p lace ,  even  i f  

they  do  no t  immed ia te ly  genera te  cash  f lows  (Abeda in  and  

B iggs ,  1998 :188) .  In  o ther  words ,  the  government  expend i tu re  

does  no t  f i t  square ly  in to  these  accoun t ing  methods  as  some o f  

i t s  opera t ions  go  beyond  the  cu r ren t  f inanc ia l  year ,  the reby  

mak ing  i t  appropr ia te  to  comb ine  cash  and  acc rua l  sys tems.   

An  acc rua l  based  de f i c i t  wou ld  be  la rger  than  a  cash  based  

one ,  due  to  a r rears  accumula ted  on  in te res t ,  wage  o r  goods  

and  serv ices  expend i tu re ,  accord ing  Abed ian  and  B iggs ,  

(1998 :188) .  In  p rac t i ce ,  mos t  coun t r ies  make  use  o f  hybr id  

p rocedures  l i ke  in te res t  payments ,  wh ich  a re  usua l l y  measured  

as  they  acc rue  ra ther  on  payment .   

 

One  o f  the  reasons  tha t  da ta  may  be  unre l iab le  i s  the  use  o f  

suspense  accoun ts  wh ich  cou ld  resu l t  i n  under - record ing  o f  the  

expend i tu re .  In  an  a t tempt  to  reso lve  th is  p rob lem,  T reasury  

Regu la t ions  p romu lga ted  in  te rms o f  sec t ion  76  o f  the  above  

Ac t  requ i re  tha t  the  suspense  accoun ts  be  c lea red  each  month  
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so  tha t  a l l  expend i tu res  can  be  accoun ted  fo r .  Ind ica t ions  po in t  

to  the  fac t  tha t  the  p rov inc ia l  t reasury  i s  unab le  to  p rov ide  an  

accoun t ing  sys tem tha t  enab les  the  p rov inc ia l  depar tments ,  

pa r t i cu la r l y  the  Eas te rn  Cape Depar tment  o f  Educa t ion ,  to  

manage the i r  deb ts  e f fec t i ve ly  f o r  enhancement  o f  e f fec t i ve  

budge t  con t ro l .    

 

3 .4 .  Budget  contro l  organizat ion  
 
The budge t  con t ro l  func t ion  shou ld  be  v iewed as  a  ne twork  o f  

va r ious  o rgan iza t iona l  un i t s  tha t  per fo rm f inanc ia l  

admin is t ra t ion  p rocesses .  The  de lega t ion  o f  powers  i s  one  o f  

the  techn iques  tha t  i s  used  to  ensure  tha t  the  government  

t ransac t ions  a re  under taken  in  pu rsu i t  o f  a  coheren t  s t ra tegy  

(Premchand ,  1993 :29) .  In  te rms o f  sec t ion  20  o f  the  PFMA,  

1999  (Ac t  1  o f  1999) ,  as  amended by  Ac t  29  o f  1999 ,  the  MEC 

fo r  F inance  in  a  p rov ince  may ,  in  wr i t i ng ,  de lega te  any  o f  the  

powers  en t rus ted  to  h im/her  to  the  head  o f  depar tment  o r  

ins t ruc t  the  head  o f  t reasury  to  per fo rm any  o f  the  du t ies  

ass igned  to  the  p rov inc ia l  t reasury  in  te rms o f  th i s  Ac t .  Sec t ion  

17(1 ) (a )  &  (b )  o f  the  a fo rement ioned  Ac t  s t ipu la tes  tha t  a  

p rov inc ia l  t reasury  cons is ts  o f  the  MEC fo r  F inance  in  the  

p rov ince ,  who  i s  the  head  o f  the  p rov inc ia l  t reasury  and  the  

p rov inc ia l  depar tment  respons ib le  fo r  f i nanc ia l  mat te rs  in  the  

p rov ince .  In  te rms  o f  the  sec t ion  20  o f  the  Ac t ,  a  de lega t ion  o f  

power  o r  ins t ruc t ion  to  the  head  o f  the  depar tment  i s  sub jec t  to  

any  l im i ta t ions  o r  cond i t ions  tha t  the  MEC fo r  F inance  may  

impose .  The  MEC fo r  F inance  may  au thor i ze  tha t  head  o f  

t reasury  to ,  i n  wr i t i ng ,  sub-de lega te  the  de lega ted  power  to  

ano ther  t reasury  o f f i c ia l  o r  the  ho lder  o f  a  spec i f i c  pos t  in  tha t  

t reasury  o r  to  the  accoun t ing  o f f i ce r  fo r  a  p rov inc ia l  

depar tment .  To  de lega te  does  no t  d ives t  the  MEC fo r  F inance  

 58



of  the  respons ib i l i t y  concern ing  the  exerc ise  o f  the  de lega ted  

power  o r  the  per fo rmance  o f  the  ass igned  du ty .  Th is  ind ica tes  

tha t  the  MEC fo r  F inance  i s  respons ib le  fo r  the  f i sca l  po l i cy  o f  

the  p rov ince ,  par t i cu la r l y  the  budge t  con t ro l  func t ion .  The  

management  p rocess  i s  d iscussed  under  the  head ings  o f  

s t ra teg ic  p lann ing ,  mon i to r ing  and  accoun tab i l i t y .    

 

3.4 .1 .  S t ra teg ic  p lanning 
 
The MTEF assumpt ion  i s  tha t  p lann ing  o f  se rv ice  de l i ve ry  can  

bes t  take  p lace  w i th in  a  med ium- te rm f ramework .  The  

ob jec t i ves  se t  ou t  in  the  MTEF in f luence  annua l  budge t  

p lann ing .  Accoun t ing  o f f i ce rs  mus t ,  on  an  annua l  bas is ,  

p repare  a  s t ra teg ic  p lan  fo r  the  fo r thcoming  MTEF per iod  fo r  

approva l  by  the  execu t ing  au thor i t y ,  accord ing  to  T reasury  

Regu la t ions  p romu lga ted  in  te rms o f  sec t ion  76  o f  the  a fo resa id  

Ac t .  In  te rms o f  these  Regu la t ions ,  the  approved  s t ra teg ic  p lan  

mus t  be  tab led  in  the  re levan t  leg is la tu re  a t  l eas t  seven  days  

p r io r  to  the  d iscuss ion  o f  the  depar tment ’ s  budge t  vo te .  

Accord ing  to  the  Treasury  Regu la t ions  the  s t ra teg ic  p lan  mus t :  

 

 Cover  a  per iod  o f  th ree  years  and  be  cons is ten t  w i th  the  

ins t i tu t ion ’s  pub l i shed  med ium- te rm expend i tu re  

es t imates ;  

 

 i nc lude  spec i f i c  Cons t i tu t iona l  and  o ther  leg is la t i ve ,  

func t iona l  and  po l i cy  mandates  tha t  ind ica te  the  ou tpu t  

de l i ve rab les  fo r  wh ich  the  ins t i tu t ion  i s  respons ib le ;  

 

 i nc lude  po l i cy  deve lopments  and  leg is la t i ve  changes  tha t  

in f luence  p rogramme spend ing  p lans  over  the  th ree-year  

per iod ;  
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 i nc lude  the  measurab le  ob jec t i ves ,  expec ted  ou tcomes,  

p rogramme ou tpu ts ,  i nd ica to rs  and  ta rge ts  o f  the  

ins t i tu t ion ’s  p rogrammes;  

 

 i nc lude  de ta i l s  o f  p roposed  acqu is i t i ons  o f  f i xed  o r  

movab le  cap i ta l  t rans fe rs  and  p lans  fo r  the  management  

o f  f i nanc ia l  asse ts  and  l i ab i l i t i es ;  

 

 i nc lude  de ta i l s  o f  p roposed  acqu is i t i ons  o f  f i xed  o r  

movab le  cap i ta l  asse ts ,  p lanned  cap i ta l  i nves tments  and  

rehab i l i t a t ion  and  ma in tenance  o f  phys ica l  asse ts ;  

 

 i nc lude  mu l t i - year  p ro jec t ions  o f  i ncome and  p ro jec ted  

rece ip ts  f rom the  sa le  o f  asse ts ;   

 

 i nc lude  de ta i l s  o f  the  se rv ice  de l i ve ry  improvement  

p rogramme;  and   

 

 i nc lude  de ta i l s  o f  p roposed  in fo rmat ion  techno log ica l  

acqu is i t i on  o r  expans ion  in  re fe rence  to  in fo rmat ion  

techno log ica l  p lan .   

 

Deduc ing  f rom the  above  de ta i l s  one  cou ld  conc lude  tha t  

f i nanc ia l  cos t  d r ive rs  a re  unders tood  by  p rov inc ia l  t reasury  fo r  

e f fec t i ve  budge t  con t ro l  measures .  Th is  purpor ts  tha t  the  

p rov inc ia l  t reasury  ough t  to  be  aware  o f  the  fo r thcoming  

f inanc ia l  year ’ s  budge t  va r iances .  The  ac tua l  fac t  i s  whe ther  

the re  i s  an  ear l y  a t tempt  by  the  p rov inc ia l  t reasury  to  p reven t  

imminen t  over -expend i tu res  by  p rov inc ia l  depar tments  in  o rder  

to  a t ta in  e f fec t i ve  budge t  con t ro l .  The  a l ignment  o f  the  
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s t ra teg ic  p lans  and  the  budge t  he lps  the  p rov inc ia l  t reasury  

and  p rov inc ia l  depar tments ,  pa r t i cu la r l y  the  Eas te rn  Cape  

Depar tment  o f  Educa t ion ,  to  ensure  tha t  the  f inanc ia l  

imp l i ca t ions  o f  p ro jec ts  and  p rogrammes a re  unders tood .  

 

 

In  add i t i on ,  the  s t ra teg ic  p lans  fo rm the  bas is  fo r  month ly ,  

quar te r l y  and  the  annua l  repor ts  o f  the  p rov inc ia l  depar tments  

to  enhance  e f fec t i ve  budge t  con t ro l  func t ion .  These  repor ts  a re  

requ i red  by  p rov inc ia l  t reasury  f rom prov inc ia l  depar tments  in  

te rms  o f  sec t ion  40(1 ) (d )  o f  the  a fo rement ioned  Ac t .  The  

f inanc ia l  repor ts  a re  the  ins t ruments  used  to  ensure  tha t  the re  

i s  no  dev ia t ion  f rom the  budge t .   

 

 

The  p rov inc ia l  t reasury  eva lua tes  and  mon i to rs  dev ia t ions  f rom 

the  month ly  cash  f low fo recas ts  tha t  a re  made a t  the  beg inn ing  

o f  the  f i nanc ia l  year .  Accord ing  to  th is  perspec t i ve  the  

p rov inc ia l  t reasury  i s  be t te r  p laced  to  fac i l i t a te  e f fec t i ve  

per fo rmance  mon i to r ing ,  eva lua t ion  and  cor rec t i ve  ac t ion  

accord ing  to  T reasury  Regu la t ions .  P remchand (1993 :29)  

exp la ins  tha t  the  imp lementa t ion  o f  the  p lan  and  the  budget  

requ i res  an  advanced  p rogramme o f  ac t ion  deve loped  w i th in  

the  paramete rs  o f  the  ends  o f  the  budge t  and  the  means  

ava i lab le .  The  budge t  imp lementa t ions  requ i re  work  p lans  w i th  

cos ts  and  t imef rames  in  o rder  to  enhance  the  budge t  con t ro l .    

                   

3.4 .2 .  Moni tor ing  
 
Moni to r ing  i s  an  ind ispensab le  aspec t  o f  budge t  management  

(Abeda in  and  B iggs ,  1998 :464) .  There  a re  a  va r ie ty  o f  fo rms o f  
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moni to r ing ,  embrac ing  a t  one  leve l  the  ac t i v i t y  manager  o r  

p rogramme manager  under  the  con t ro l  o f  the  accoun t ing  

o f f i ce r ,  and  a t  the  ano ther  leve l  the  po l i t i ca l  o f f i ce  beare rs  

such  as  M in is te r  o r  MEC or  the  leg is la tu re .  These  a re  

endeavours  to  e f fec t  e f f i c iency  in  se rv ice  de l i ve ry .  There  a re  

many  de lega t ions  w i th in  the  depar tment  even  a t  the  lowes t  

leve l  superv iso r  where  dev ia t ions  f rom p lanned  ob jec t i ves  and  

purchase  o f  goods  and  serv ices  can  be  mon i to red .  

 

The  p re l im inary  s tep  in  mon i to r ing  i s  the  ava i lab i l i t y  o f  the  

th ree-year  s t ra teg ic  p lan  be ing  a l igned  to  the  po l i c ies  o f  the  

government  and  the  f i r s t  year  be ing  the  opera t iona l  p lan  tha t  

inc ludes  the  serv ice  de l i ve ry  ind ica to rs  and  cos ts .  Th is  

becomes the  annua l  budge t  once  they  a re  approved  by  the  

leg is la tu re .  I t  i s  the  du ty  o f  the  execu t i ve  au thor i t y  to  ensure  

tha t  the  accoun t ing  o f f i ce r ’ s  per fo rmance  agreement  i s  

cons is ten t  w i th  the  opera t iona l  p lan  and  Key  Per fo rmance  

Ind ica to rs  (KPIs )  f rom the  beg inn ing  o f  the  f i nanc ia l  year .  

 

A t  the  beg inn ing  o f  the  f inanc ia l  year  the  accoun t ing  o f f i ce r  

mus t  submi t  regu la r  month ly  mon i to r ing  repor ts  to  the  M in is te r  

o r  MEC and  the  re levan t  t reasury .  For  ins tance ,  sec t ion  

38(1 ) (g )  o f  the  PFMA,  1999 (Ac t  1  o f  1999) ,  as  amended by  Ac t  

29  o f   1999  s t ipu la tes  tha t  the  accoun t ing  o f f i ce r  fo r  a  

depar tment  o r  a  cons t i tu t iona l  i ns t i tu t ion  mus t ,  on  d iscovery  o f  

unau thor i zed ,  i r regu la r  o r  f ru i t l ess  and  was te fu l  expend i tu re ,  

repor t  i n  wr i t i ng  to  the  re levan t  t reasury  and  tender  board  in  

the  case  o f  i r regu la r  expend i tu re  in  the  purchase  o f  goods  and  

serv ices .  Th is  i s  an  ind ica t ion  tha t  the  p rov inc ia l  t reasury  i s  a t  

the  cu t t ing  edge  o f  the  budge t  con t ro l  func t ion .  Moreover ,  

sec t ion  39(2 ) (b )  o f  the  sa id  Ac t  s t ipu la tes  tha t  the  accoun t ing  
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o f f i ce r  mus t  repor t  to  the  re levan t  t reasury  any  impend ing  

shor t fa l l  i n  budge ted  revenue  and  overspend ing  o f  the  

depar tment ’ s  vo te  o r  a  ma in  d iv is ion  w i th in  the  Vo te  and  in  

te rms o f  subsec t ion  (c )  comp ly  w i th  any  remed ia l  measures  

imposed  by  the  re levan t  t reasury  in  te rms  o f  th i s  Ac t  to  p reven t  

the  overspend ing  o f  the  vo te  o r  a  ma in  d iv i s ion  w i th in  the  vo te .   

 

 

The  month ly  repor ts ,  quar te r l y  and  annua l  repor ts  requ i red  

f rom the  accoun t ing  o f f i ce rs  o f  va r ious  depar tments  in  te rms  o f  

the  above  Ac t  focus  on  per fo rmance  aga ins t  the  budge t  and  

aga ins t  se rv ice  de l i ve ry  p lans  and  shou ld  a le r t  managers  as  to  

when remed ia l  ac t ion  i s  requ i red .  The  accoun t ing  o f f i ce r  mus t  

submi t  to  the  re levan t  t reasury  and  execu t i ve  au thor i t y  w i th in  

15  days  a f te r  the  end  o f  each  month :  

 

 The  ac tua l  revenue  and  expend i tu re  o f  the  pas t  month  in  

a  fo rmat  de te rmined  by  the  na t iona l  t reasury ;  

 

 p ro jec t ions  o f  an t i c ipa ted  expend i tu re  and  revenue  fo r  

the  rema inder  o f  the  cu r ren t  f i nanc ia l  year  in  the  fo rmat  

de te rmined  by  na t iona l  t reasury ;   

 

 i n fo rmat ion  on  cond i t iona l  g ran ts  rece ived ;  and  ac tua l  

spend ing  aga ins t  them and  in fo rmat ion  on  a l l  t rans fe rs ;  

and   

 any  mate r ia l  va r iances ;  and  a  summary  o f  ac t ions  to  

ensure  tha t  the  p ro jec ted  expend i tu re  and  revenue 

rema in  w i th in  the  budge t .  
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The p rov inc ia l  t reasury  mus t  submi t  a  s ta tement  o f  t ransac t ions  

to  the  na t iona l  t reasury  on  the  22 n d  day  o f  each  month .  The  

head  o f  t he  p rov inc ia l  t reasury  mus t  ce r t i f y  tha t  the  in fo rmat ion  

has  been  ve r i f i ed .  However ,  the re  cou ld  be  inaccuracy  in  the  

in fo rmat ion  co l lec ted  in  tha t  l a rge-sca le  accoun t ing  sys tems 

cou ld  have  e r ro rs  in  the  cap tu r ing  o f  da ta .  For  ins tance ,  the  

da ta  cap tu re rs  cou ld  e r roneous ly  use  incor rec t  codes  lead ing  

to  m isa l loca t ion  be tween cos t  cen t res  and  i tems.   

 

Moreover ,  some t ransac t ions  cou ld  be  incomple te  when the  

repor t  i s  requ i red  thereby  render ing  the  repor t  an  un t rue  

re f lec t ion ,  and  h inder ing  any  a t tempt  to  have  an  accu ra te  

p ro jec t ion  o f  the  an t i c ipa ted  expend i tu re .  F inanc ia l  da ta  a re  a  

lead ing  per fo rmance  ind ica to r  wh ich  shou ld  be  accompan ied  by  

non- f inanc ia l  i nd ica to rs .  A  lack  o f  such  ind ica to rs  h inders  the  

e f fec t i ve  budge t  con t ro l  by  the  p rov inc ia l  t reasury .  Th is ,  

however ,  shou ld  be  rec t i f i ed  by  the  p rov inc ia l  t reasury  i f  

e f fec t i ve  budge t  con t ro l  i s  to  be  enhanced  in  t he  p rov inc ia l  

depar tments ,  pa r t i cu la r l y  in  the  Eas te rn  Cape Depar tment  o f  

Educa t ion .  The  inaccura te  da ta  may  be  submi t ted  to  the  

execu t i ve  au thor i t i es  and  the  Cab ine t  o r  the  Prov inc ia l  

Execu t i ve  Counc i l  on  a  quar te r l y  bas is  t o  measure  e f f i c iency  

and  e f fec t i veness .  These  repor ts  a re  a lso  submi t ted  to  the  

re levan t  por t fo l i o  commi t tee  and  Se lec t  Commi t tee  on  Pub l i c  

Accoun ts  (SCOPA)(Treasury  Regu la t ions ,  2001 :15  and  Back  e t  

a l .  2003 :269) .   

                           

3 .4 .3 .  Accountabi l i t y  
 
Accountab i l i t y  in  the  pub l i c  se rv ice  in  Sou th  A f r i ca  i s  enshr ined  

in  the  lega l  f ramework  o f  the  coun t ry .  Sec t ion  195(1 ) ( f )  o f  the  

Cons t i tu t ion  o f  Sou th  A f r i ca  Ac t  108  o f  1996  s ta tes  tha t  pub l i c  
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admin is t ra t ion  mus t  be  accoun tab le .  The  FFC (1995 :4 -5 )  no tes  

tha t  accoun tab i l i t y  can  be  p romoted  by  requ i r ing  those  in  

au thor i t y  to  jus t i f y  and  to  sub jec t  a l l  pub l i c  accoun ts  to  

r igo rous  annua l  aud i t i ng .  As  i f  tha t  were  no t  enough ,  the  

PFMA,  1999 (Ac t  1  o f  1999) ,  as  amended  by  Ac t  29  o f  1999  and  

Treasury  Regu la t ions  in t roduced  in te rna l  aud i t  un i t s  and  

in te rna l  aud i t  commi t tees  tha t  cou ld  be  shared  o r  no t  shared  by  

p rov inc ia l  depar tments ,  depend ing  on  the  d isc re t ion  o f  the  

re levan t  t reasury .  The  In te r im Management  Team appo in ted  by  

the  Pres iden t  to  enhance  serv ice  de l i ve ry  in  the  Prov ince  o f  the  

Eas te rn  Cape recommended tha t  the  depar tments  wh ich  spend  

mass ive ly ,  namely  the  Depar tment  o f  Educa t ion ,  Soc ia l  

Deve lopment ,  Depar tment  o f  Hea l th  and  Depar tment  o f  Roads  

and  Pub l i c  Works  mus t  have  the i r  own in te rna l  aud i t  and  aud i t  

commi t tees ,  no t  shared  ones .  For  example ,  i n  the  Eas te rn  Cape  

Depar tment  o f  Educa t ion  the  in te rna l  aud i t  func t ion  commenced  

in  2003  per fo rmed by  a  consor t ium o f  consu l tan ts  (Depar tment  

o f  Educa t ion  Annua l  Repor t  2003 /04 :127) .   

 

In te rna t iona l l y ,  the re  i s  a  g row ing  consensus  tha t  pub l i c  

se rv ice  managers  mus t  be  he ld  accoun tab le  (Abed ian  and  

B iggs ,  1998 :354) .  The  accoun tab i l i t y  o f  pub l i c  se rv ice  

managers  no t  on ly  encompasses  the  ver i f i ca t ion  o f  the  

cor rec tness  o f  p rocedures  fo l lowed in  the  appropr ia t ion  o f  

pub l i c  funds ,  bu t  a l so  whe ther  such  funds  a re  used  e f fec t i ve ly  

and  e f f i c ien t l y  to  ach ieve  p rede te rmined  po l i cy  ob jec t i ves .   

 

In  an  a t tempt  to  mon i to r  the  above  scenar io ,  one  needs  a  

de ta i led  mon i to r ing  o f  t he  p rogramme ou tpu ts  to  de te rmine  

whether  the  des i red  po l i cy  ob jec t i ves ,  as  se t  by  the  po l i t i c ians ,  

a re  rea l i sed  w i th  the  ava i lab le  resources .  There  i s  a lso  a  
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consensus  tha t  inc reas ing  manager ia l  accoun tab i l i t y  shou ld  go  

hand  in  hand  w i th  decen t ra l i za t ion  o f  au thor i t y  w i th in  the  lega l  

f ramework .  For  ins tance ,  sec t ion  38  o f  the  above  Ac t  

p resc r ibes  a l l  func t ions  o f  the  accoun t ing  o f f i ce rs ,  as  fa r  as  

f i nanc ia l  management  i s  concerned ,  the reby  t ry ing  to  make  

them manage f inances  fo l low ing  the  max im ‘ l e t  the  managers  

manage ’ .  In  add i t i on ,  the  p rov is ions  o f  sec t ion  45  o f  the  Ac t  

s t ipu la te  tha t  an  o f f i c ia l  i n  a  depar tment  mus t  ensure  tha t  the  

sys tem o f  f i nanc ia l  management  and  in te rna l  con t ro l  

es tab l i shed  fo r  tha t  depar tment  i s  ca r r ied  ou t  w i th in  the  a rea  o f  

respons ib i l i t y  o f  tha t  o f f i c ia l .   

 

The  o f f i c ia l s  a re  thus  respons ib le  fo r  the  e f fec t i ve ,  e f f i c ien t ,  

economic  and  t ransparen t  use  o f  f i nanc ia l  and  o ther  resources  

w i th in  each  o f f i c ia l ’ s  a rea  o f  respons ib i l i t y .  Th is  shows tha t  the  

budge t  con t ro l  func t ion  i s  no t  on ly  a  management  func t ion ,  bu t  

a lso  the  respons ib i l i t y  o f  the  s ta f f  a t  l a rge .  Th is  h igh l igh ts  the  

fac t  tha t  a l l  pub l i c  se rvan ts  in  the  per fo rmance  o f  the i r  du t ies  

a re  accoun tab le  fo r  f i nanc ia l  t ransac t ions  in  the i r  a reas  o f  

respons ib i l i t i es .  In  te rms  o f  sec t ion  64  o f  the  a fo rement ioned  

Ac t  any  dec is ion  o f  the  execu t ing  au thor i t y  to  p roceed  w i th  

imp lementa t ion  o f  a  d i rec t i ve  tha t  w i l l  r esu l t  i n  unau thor i zed  

expend i tu re  mus t  be  in  wr i t i ng  and  the  accoun t ing  o f f i ce r  mus t  

adv ise  the  execu t i ve  au thor i t y  o f  the  l i ke l ihood  o f  unau thor i zed  

expend i tu re  and  f i l e  the  copy  o f  the  d i rec t i ve  and  the  reasons  

w i th  the  Nat iona l  T reasury  and  Aud i to r  Genera l  and  i f  a  

p rov inc ia l  depar tment  i s  invo lved  a lso  w i th  t he  re levan t  

t reasury .  

 

However ,  accoun tab i l i t y  in  over -expend i tu re  o f  funds  i s  cen t red  

in  the  respons ib i l i t y  o f  the  accoun t ing  o f f i ce r .  The  accoun t ing  
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of f i ce r  i s  accoun tab le  fo r  m ismanagement  o f  pub l i c  f i nances  in  

the  p rov inc ia l  depar tments  in  such  tha t  he /she  i s  answerab le  

fo r  wha tever  d i rec t i ve  i ssued  to  measure  compl iance  w i th  the  

pub l i c  in te res t .  The  d i rec t i ve  w i t h  f i nanc ia l  imp l i ca t ions  i s  

measured  aga ins t  se r ious  p re jud ice  to  pub l i c  i n te res t  i f  t he  

d i rec t i ve  i s  pos tponed  to  a  fu tu re  appropr ia t ion  by  the  

p rov inc ia l  l eg is la tu re .  I f  the  exp lana t ion  g iven  i s  no t  

sa t i s fac to ry ,  a  charge  o f  f i nanc ia l  m isconduc t  norma l l y  fo l l ows  

and  poss ib le  recovery  o f  the  amount  in  ques t ion  i f  the  s ta te  

incur red  f ru i t l ess  and  was te fu l  expend i tu re  in  te rms o f  the  

a fo resa id  Ac t  and  Treasury  Regu la t ions .  A t  the  o ther  end  o f  the  

con t inuum,  i f  the  exp lana t ion  i s  sa t i s fac to ry  the  expend i tu re  

invo lved  i s  approved  by  the  leg is l a tu re  as  a  charge  aga ins t  the  

p rov inc ia l  revenue  fund .   

 

3.5 .  Publ ic  debt  
 
Pub l i c  deb t  may  be  de f ined  as  the  sum o f  a l l  the  ou ts tand ing  

f inanc ia l  l i ab i l i t i es  o f  the  pub l i c  sec to r  in  respec t  o f  wh ich  

there  i s  a  p r imary ,  l ega l  respons ib i l i t y  to  repay  the  o r ig ina l  

amount  bor rowed and  to  pay  in te res t  (B lack  e t  a l .  2003 :247) .  I t  

i s  impera t i ve  to  no te  tha t  the  budge t  i s  an  es t imate  o f  i ncome 

and  expend i tu re  as  resources  a re  a lways  scarcer  than  the  

demands ;  i t  i s  a lways  the  case  tha t  the  leve l  o f  i ncome is  less  

than  expend i tu re .  For  example ,  R8 ,8  b i l l i on  was  a l loca ted  to  

the  Depar tment  o f  Educa t ion  and  R9,8  b i l l i on  was  spen t  in  the  

2002 /3  f inanc ia l  year  (Depar tment  o f  Educa t ion  Annua l  Repor t  

2003 /04 :137) .  In  the  2003 /4  f inanc ia l  year ,  R9 ,9  b i l l i on  was  

a l loca ted  to  the  sa id  depar tment  and  R10,4  b i l l i on  spen t  wh ich  

means  tha t  the re  was  a  con t inuous  t rend  towards  a  budge t  

de f i c i t  i n  the  Depar tment  o f  Educa t ion  lead ing  to  pub l i c  deb t  in  

the  Eas te rn  Cape  government  (Depar tment  o f  Educa t ion  Annua l  

 67



Repor t  2003 /04 :137) .  Th is  shows tha t  the re  has  been  a  

cha l lenge  to  e f fec t i ve  budge t  con t ro l  i n  the  Eas te rn  Cape 

Depar tment  o f  Educa t ion .  The  ac tua l  budge t  de f i c i t  du r ing  the  

2004 /5  f inanc ia l  year ,  end ing  on  31  March  2005 ,  was  R655 

mi l l i on  wh ich  s ign i f i can t l y  ind ica tes  an  ine f fec t i ve  budge t  

con t ro l  func t ion  (Depar tment  o f  Educa t ion  Annua l  Repor t  

2004 /05 :123) .      

 

As  the  budge t  deb t  s tems f rom the  ac tua l  revenue  be ing  

s ign i f i can t l y  less  than  es t imated  in  the  budge t ,  i t  i s  impera t i ve  

fo r  the  management  to  ana lyse  the  revenue  t rends  so  as  to  

come up  w i th  fac ts  to  exp la in  the  causes  o f  the  var iances .  I t  i s  

th rough  these  fac ts  tha t  t ime ly  budge t  ad jus tments  can  be  

made so  tha t  de f i c i t  can  be  avo ided  in  o rder  to  escape  the  deb t  

t rap .   

 

A  deb t  t rap  occurs  when the  government  has  to  incur  deb t  in  

o rder  to  honour  i t s  ex is t ing  deb t  se rv ic ing  ob l iga t ions  (Abed ian  

and  B iggs ,  1998 :  280) .  On  31  December  2001 ,  the  to ta l  deb t  o f  

the  Sou th  A f r i can  government  amounted  to  R462 b i l l i on  wh ich  

was  50 .7  percen t  o f  the  GDP,  o r  rough ly  R10 400  per  head  o f  

the  popu la t ion  (B lack  e t  a l ,  2003 :248) .  The  s ize  o f  the  deb t  as  

a  percen tage  o f  the  GDP rose  subs tan t ia l l y  in  the  90s  a f te r  

wh ich  i t  s tab i l i zed  in  the  48-51  percen t  range ,  accord ing  to  

B lack  e t  a l .  (2003) .  The  surge  led  var ious  economis ts  to  warn  

aga ins t  the  danger  o f  a  deb t  t rap  (B lack  e t  a l ,  2003 :248) .  I t  i s  

because  o f  th i s  t rend  tha t  p rov inces  in  Sou th  A f r i ca  a re  no t  

a l l owed to  overspend  the i r  budge ts  w i thou t  appropr ia te  

measures  to  p reven t  the  overspend ing  in  te rms  o f  the  PFMA,  

1999  (Ac t  1  o f  1999) ,  as  amended by  Ac t  29  o f  1999 .  Thus  an  
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ef fec t i ve  budge t  con t ro l  func t ion  i s  a  key  p i l l a r  o f  any  

sus ta inab le  f i sca l  f ramework .   

 

I t  i s  wor th  no t ing  tha t  the  accumula t ion  o f  unp lanned  deb t  i s  a  

cause  fo r  concern  as  i t  i s  con t ra ry  to  sound  f inanc ia l  

management .  Keynes ian  theory  asser ts  tha t  the  government  

shou ld  be  aware  o f  the  ons laugh t  o f  depress ion  and  take  a  

dec is ion  to  s t imu la te  the  economy by  p lanned  government  

de f i c i t  spend ing ,  accord ing  to  Premchand (1983 :6 ) .  For  

example ,  the  app l i ca t ion  to  over -expend  dur ing  the  2004 /05  

f inanc ia l  year  was  rece ived  fo r  approva l  by  the  MEC fo r  

F inance  on  27  May  2005  when the  deb t  had  a l ready  been  

incur red  in  2004 /5  f i nanc ia l  year  (Depar tment  o f  Educa t ion  

Annua l  Repor t  2004 /05 :123) .      

 

3.5 .1 .  Borrowing 
 
Sect ion  230(1 )  o f  the  Sou th  A f r i can  Cons t i tu t ion  Ac t ,1996   (Ac t  

108  o f  1996)  en t i t l es  the  p rov inces  to  ra ise  loans  to  

supp lement  f i sca l  t rans fe rs  f rom na t iona l  government .  A  

p rov ince  may  ra ise  loans  fo r  cap i ta l  o r  cu r ren t  expend i tu re  in  

accordance  w i th  the  Bor row ing  Powers  o f  P rov inc ia l  

Government  Ac t ,1996  (Ac t  48  o f  1996) .  However ,  l oans  fo r  

cu r ren t  expend i tu re  may  be  ra ised  on ly  when necessary  fo r  

b r idg ing  purposes  dur ing  a  f i sca l  year  and  mus t  be  redeemed 

w i th in  twe lve  months ,  accord ing  to  Abed ian  &  B iggs ,  (1998 :68) .  

In  o rder  to  bor row,  p rov inces  wou ld  requ i re  a  comprehens ive  

asse t  reg is te r  and  de ta i led  income and  revenue  records .  

 

A  p rov inc ia l  government  has  to  assume fu l l  respons ib i l i t y  fo r  i t s  

deb t  ob l iga t ions .  On ly  the  MEC fo r  F inance  o f  the  p rov ince  

ac t ing  in  accordance  w i th  the  Bor row ing  Powers  o f  P rov inc ia l  
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Governments  Ac t ,  1996  (Ac t  48  o f  1996)  may  bor row money  o r  

i ssue  a  guaran tee ,  indemni ty  o r  secur i t y  o r  en te r  in to  any  o ther  

t ransac t ion  tha t  b inds  o r  may  b ind  a  Revenue Fund  to  any  

fu tu re  f inanc ia l  commi tment .  In  te rms o f  the  PFMA,  1999 (Ac t  1  

o f  1999)  as  amended by  Ac t  29  o f  1999  i t  i s  a lso  s ta ted  tha t  

on ly  the  MEC fo r  F inance  may  en te r  in to  a  t ransac t ion  tha t  

b inds  a  Prov inc ia l  Revenue  Fund  to  a  fu tu re  f i nanc ia l  

commi tment .  The  na t iona l  government  does  no t  under take  to  

guaran tee  p rov inc ia l  l oans .   

 

However ,  the  Bor row ing  Powers  o f  P rov inc ia l  Governments  Ac t ,  

1996  (Ac t  48  o f  1996)  a lso  es tab l i shes  a  Loan  Coord ina t ing  

Commi t tee  (LCC)  wh ich  cons is ts  o f  the  M in is te r  o f  F inance  and  

the  p rov inc ia l  MECs fo r  F inance .  The  LCC coord ina tes  the  

bor row ing  requ i rements  o f  the  n ine  p rov inc ia l  governments  in  a  

par t i cu la r  year  a f te r  cons ider ing  the  aggrega te  demand fo r  

cap i ta l -marke t  funds  in  tha t  f i nanc ia l  year .  The  LCC a lso  

cons iders  the  to ta l  deb t  o f  each  p rov ince  and  the  bod ies  they  

con t ro l  as  we l l  as  each  p rov ince ’s  con t ingen t  l i ab i l i t i es  and  

the i r  ab i l i t y  to  se rv ice  the i r  deb ts .  The  over -expend i tu re  in  the  

Eas te rn  Cape was  never  approved  by  the  MEC fo r  F inance ,  

the reby  ind ica t ing  ine f fec t i ve  budge t  con t ro l  (Depar tment  o f  

Educa t ion  Annua l  Repor t  2004 /05 :123) .   

 

3.6 .  Conclus ion 
 
South  A f r i ca  en te red  the  second  decade  o f  democracy  in  2005 .  

Among deve lop ing  coun t r ies ,  the  Sou th  A f r i can  democra t i c  

d ispensa t ion  i s  s t i l l  i n  i t s  i n fancy .  The  p rogramme o f  

recons t ruc t ion  and  deve lopment  i s  thus  s t i l l  re levan t .  The  a im  

o f  the  p rogramme is  to  sp read  the  se rv ices  to  the  p rev ious ly  

d isadvan taged  commun i t ies .  Th is  shows tha t  the re  shou ld  be  
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growing  invo lvement  o f  the  s ta te  in  the  p rov is ion  o f  soc ia l  

se rv ices  and  we l fa re  p rogrammes such  as  educa t ion .  Educa t ion  

i s  recogn ized  as  one  o f  the  bes t  f i nanc ia l  i nves tments  as  i t  i s  

v i sua l i zed  as  the  p r imary  veh ic le  fo r  empowerment  o f  the  

economica l l y  and  soc ia l l y  marg ina l i zed .  Th is  po in t  o f  v iew i s  

par t i cu la r l y  impera t i ve  in  the  Eas te rn  Cape where  the  soc io -

economic  base l ine  re f lec ts  abso lu te  pover ty .  

 

I t  i s ,  the re fo re ,  a  fac t  tha t  i n  p rov id ing  the  common serv ices  

l i ke  educa t ion ,  the  government  i s  runn ing  a t  a  loss  in  moneta ry  

te rms .  The  bene f i t  i n  common goods  i s  in tang ib le  and  i s  

measured  in  te rms o f  the  ra te  o f  soc ia l  mob i l i t y  and  soc ia l  

s tab i l i t y .  Th is  means  tha t  i f  the  ac tua l  revenue  co l lec ted  in  the  

fo rm o f  taxes  i s  less  than  the  budge ted  revenue ,  the  

government  i s  fo rced  to  bor row funds .  Th is  c rowds  the  

economy in  tha t  the  h igher  the  demand fo r  money ,  the  h igher  

i t s  p r i ce .  Th is  conno tes  tha t  the  more  the  government  bor rows ,  

the  h igher  the  in te res t  ra tes  fo r  the  o rd inary  members  o f  the  

pub l i c .   

 

F isca l  d isc ip l ine  p lays  a  p ivo ta l  ro le  in  s tab i l i z ing  the  economy 

and  tha t  i s  done  th rough  con t inuous  fo recas t ing  and  ad jus tment  

o f  the  f i sca l  p lans  to  accommodate  un fo reseen  c i rcumstances ,  

so  tha t  the  soc io -economic  goa ls  o f  the  p rov ince  a re  

accompl i shed .  There  shou ld  be  a  ba lance  be tween income and  

expend i tu re  i f  e f fec t i ve  budge t  con t ro l  i s  t o  be  ach ieved .  The  

f inanc ia l  l ega l  f ramework  in  Sou th  A f r i ca  i s  c lea r  on  the  

ba lance  budge t  norm tha t  the  accoun t ing  o f f i ce rs  o f  the  

p rov inc ia l  depar tments  mus t  no t  over -expend  the i r  budge ts  

w i thou t  appropr ia te  p lans  in  p lace  to  p reven t  the  over -

expend i tu re .   
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The  acc rua l  sys tem o f  accoun t ing  p rov ides  some re l ie f ,  as  i t  

records  t ransac t ions  on  a  payment  o rder  bas is  and  re f lec ts  

income and  expend i tu re  measured  a t  the  t ime when they  take  

p lace ,  even  i f  they  do  no t  genera te  cash  f low.  Th is ,  to  a  ce r ta in  

ex ten t ,  measures  the  leve l  o f  commi tments  w i th  the  amounts  

a l ready  pa id ,  so  tha t  the  leve l  o f  commi tments  can  be  

con t ro l led  in  the  Bas ic  Accoun t ing  Sys tem (BAS) .  I t  i s  a  

cha l lenge  to  de te rmine  the  expend i tu re  incur red  th rough  c la ims  

aga ins t  the  s ta te  th rough  ac ts  and  omiss ions  by  government  

o f f i c ia l s .  The  expend i tu re  on  th is  ca tegory  depends  on  how 

many  cour t  o rders  a re  rece ived  f rom cour ts  in  each  f inanc ia l  

year  and  how much  i s  invo lved  to  se t t le  the  deb ts .  The  more  

the  o f f i c ia l s  a re  re luc tan t  to  take  dec is ions ,  the  more  the  cour t  

o rders  aga ins t  the  s ta te .  These  c la ims  aga ins t  the  s ta te  

symbo l i ze  the  lega l  en t i t l ement  o f  pub l i c  po l i cy  tha t  shou ld  be  

no ted  i f  budge t  con t ro l  func t ion  i s  to  be  e f fec t i ve .  

 

The  budge t  con t ro l  func t ion  o f  a  p rov inc ia l  t reasury  i s  

en tang led  w i th  admin is t ra t i ve  p rocesses .  Tha t  i s  why  

management  p rocesses  have  to  be  d iscussed .  The  de lega t ion  

o f  powers  i s  one  o f  the  techn iques  used  to  ensure  tha t  the  

government  t ransac t ions  a re  unde r taken  in  a  coheren t  manner .  

However ,  to  de lega te  f i nanc ia l  adm in is t ra t ion  to  p rov inc ia l  

depar tments  does  no t  mean tha t  the  MEC fo r  F inance  i s  

abso lved  f rom the  respons ib i l i t y  o f  exerc is ing  the  de lega ted  

power .  In  app ly ing  the  budge t  con t ro l  func t ion  o f  the  p rov inc ia l  

t reasury  to  the  management  p rocess ,  i t  i s  impera t i ve  to  g ive  a  

b i rd ’s  eye  v iew on  s t ra teg ic  p lann ing ,  mon i to r ing  and  

accoun tab i l i t y .  The  MTEF renders  i t s  fu l l es t  bene f i t s  on ly  when  

the  base  budge t ,  upon  wh ich  the  med ium- te rm pro jec t ions  a re  
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based ,  i s  appropr ia te ly  a l igned  w i th  soc io -po l i t i ca l  p r io r i t i es .  

The  fa i lu re  to  take  no te  o f  th i s  perspec t i ve  cou ld  lead  the  

MTEF to  becoming  the  mechan ism fo r  perpe tua t ing  inc rementa l  

budge t ing .  

 

The  p rov inc ia l  government  has  to  assume fu l l  respons ib i l i t y  fo r  

i t s  deb t  ob l iga t ions .  Th is  i s  an  a t tempt  to  ma in ta in  hea l thy  

macro -economic  s tab i l i t y  o f  Sou th  A f r i ca .  Thus  each  p rov inc ia l  

government  bor rows  money  w i th in  the  s t ruc tu re  o f  the  cen t ra l  

government .  I t  i s  impera t i ve  to  no te  tha t  the  cen t ra l  

government  does  no t  a l low p rov inces  to  exceed  the i r  budge ts  

w i thou t  appropr ia te  s teps  as  tha t  ind ica tes  uncon t ro l led  deb t  

opera t ion .  The  uncon t ro l lab le  deb t  opera t ion  o f  the  p rov inc ia l  

depar tments  inev i tab ly  leads  to  ine f fec t i ve  budge t  con t ro l  

func t ion  tha t  renders  uns tab le  f i sca l  po l i cy  by  p rov inc ia l  

t reasury .  
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CHAPTER 4 

RESEARCH FINDINGS 

 

4.1 .  In t roduct ion  
 
The a im o f  th i s  s tudy  i s  to  es tab l i sh  whe ther  the  budge t  con t ro l  

ro le  o f  p rov inc ia l  t reasury  in  the  Eas te rn  Cape i s  p layed  to  t he  

fu l les t  tak ing  in to  cogn izance  the  repea ted ly  repor ted  p ro jec ted  

over -expend i tu re  in  the  Depar tment  o f  Educa t ion  dur ing  the  

2004 /05  f inanc ia l  year .  The  var iab les  tha t  were  tes ted  

encompassed  f i sca l  po l i cy  ins t ruments .  The  app l i ca t ion  o f  

s tab le  f i sca l  po l i cy  by  the  Eas te rn  Cape p rov inc ia l  t reasury  

cou ld  lead  to  e f fec t i ve  budge t  con t ro l  pa r t i cu la r l y  in  the  

Eas te rn  Cape Depar tment  o f  Educa t ion .  The  sub-var iab les  o f  

f i sca l  po l i cy  a re  economic  a l loca t ion ,  f i sca l  d i sc ip l ine ,  budge t  

con t ro l  f ramework ,  and  pub l i c  deb t  and  budge t  de f i c i t .  

 

4.2 .  Response ra te  and data  ana lys is  
 

The  pub l i c  expec ts  the  government  to  opera te  in  an  

accoun tab le  and  t ransparen t  manner  in  respec t  o f  pub l i c  funds .  

Budge t  con t ro l  i s  by  na tu re  a  too l  to  ensure  tha t  a l l  pub l i c  

se rvan ts  who de l i ve r  pub l i c  goods  and  serv ices  ver i f y  

expend i tu re  t rends  to  be  w i th in  the  scope  o f  work  approved  by  

par l i ament .  Th is  led  the  popu la t ion  o f  th i s  s tudy  to  inc lude  

leve l  8  to  leve l  16 ,  tha t  i s ,  S ta te  Accoun tan t ,  F inanc ia l  

Admin is t ra t ion  Of f i ce rs ,  Ass is tan t  D i rec to rs ,  Depu ty  D i rec to rs ,  

D i rec to rs  and  above   as  these  leve ls  fo rm midd le  to  h igh  leve ls  

o f  government  admin is t ra t ion .     
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The au thor  admin is te red  the  su rvey  th rough  ques t ionna i res  in  

o rder  to  a r r i ve  a t  conc lus ions  in  th i s  s tudy .  The  ques t ionna i res  

were  d is t r ibu ted  to  fo r t y  (40)  f i nance  personne l  in  the  

Prov inc ia l  T reasury  Head  Of f i ce  in  B isho  and  the  Eas te rn  Cape 

Depar tment  o f  Educa t ion  Head  Of f i ce  in  Zwe l i t sha  respec t i ve ly .  

A  more  than  fa i r  response  ra te  was  ob ta ined  as  31  

ques t ionna i res  were  comp le ted  and  re tu rned .  I t  i s  wor th  no t ing  

tha t  the  31  ques t ionna i res  rece ived  i s  a  re f lec t ion  o f  the  fac t  

tha t  77 ,5  percen t  o f  the  respondents  re tu rned  the  

ques t ionna i res .   

 

The  comple ted  ques t ionna i res  were  qua l i t y  checked ,  and  no  

spo i l t  ques t ionna i res  were  iden t i f i ed .  There  were  ins ign i f i can t  

e r ro rs  such  as  the  respondent  no t  mark ing  a  sub- i tem tha t  had  

been  marked  in  ano ther  i tem.  The  comple ted  ques t ionna i res  

were  pu t  in to  numer ica l  o rder  and  each  sub-var iab le  was  pu t  

in to  one  numer ica l  va r iab le .  In  o ther  words ,  the  comp le ted  

ques t ionna i res  were  quan t i f i ed  and  o rgan ized  fo r  da ta  

cap tu r ing  and  da ta  ana lys is .  Computa t ion  and  the  ca lcu la t ions  

o f  raw scores  were  p rocessed  us ing  the  M ic roso f t  Exce l  

compute r  p rogramme o f  the  Eas te rn  Cape p rov inc ia l  t reasury  to  

a l low fo r  in te rp re ta t ion ,  and  ana lys is .  

 
4.3 .  The  f ind ings:  B iographica l  in format ion  of  respondents  
 

I t  was  cons idered  impera t i ve  tha t  the  b iograph ica l  i n fo rmat ion  

o f  the  respondents  be  p resen ted  in  the  f ind ings .  These  da ta  

fo rm a  comprehens ive  p ic tu re  o f  the  quan t i t y  and  qua l i t y  o f  the  

responden ts .  The  b iograph ica l  i n fo rmat ion  i s  p resen ted  in  

g raph ica l  fo rmat  in  F igures  1 (a ) ,  1 (b )  and  1 (c )  be low.  The  da ta  

a re  g iven  accord ing  to  depar tment ,  qua l i f i ca t ion  and  rank .  
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The popu la t ion  in  th i s  s tudy  i s  composed  o f  o f f i ce rs  and  

o f f i c ia l s  o f  the  Eas te rn  Cape Depar tment  o f  Educa t ion  and  the  

p rov inc ia l  t reasury .  F ind ings  as  dep ic ted  in  F igure  1 (a )  ind ica te  

tha t  84  percen t  o f  the  respondents  a re  p rov inc ia l  t reasury  

personne l  and  16  percen t  cons t i tu te  the  response  f rom the  

Eas te rn  Cape Depar tment  o f  Educa t ion .  
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Figure  1 . (a )  

 

The  qua l i f i ca t ion  t yp i f i es  the  qua l i t y  o f  the  emp loyees  in  

p rov inc ia l  t reasury  and  the  f inance  b ranch  o f  the  Eas te rn  Cape 

Depar tment  o f  Educa t ion .  I t  i s  encourag ing  to  no te  tha t  48  

percen t  o f  the  respondents  have  Bache lo rs ’  Degrees  wh ich  i s  

an  ind ica t ion  o f  the  fac t  tha t  the  g rea te r  number  o f  the  

respondents  a re  t ra inab le .  F igure  1 (b )  be low dep ic ts  

qua l i f i ca t ions  o f  the  respondents .  
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 Figure  1 . (b )  

 
The ca tegory  o f  b iograph ica l  i n fo rmat ion  i s  a lso  composed o f  

f i ve  ranks  tha t  a re  cons idered  to  be  invo lved  in  the  budget  

con t ro l  func t ion .  These  ranks  embrace  s ta te  accoun tan ts ,  

f i nanc ia l  admin is t ra t ion  o f f i ce rs ,  ass is tan t  d i rec to rs ,  depu ty  

d i rec to rs  and  d i rec to rs  and  above .  Ranks  a re  p resen ted  in  

F igure  1 (b )  be low.  
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Figure  1 . (c )  

 

4.3 .  F ind ings:  The  budget  contro l  funct ion   
 
The budge t  con t ro l  func t ion  var iab les  tha t  have  been  tes ted  in  

th i s  s tudy  a re  economic  a l loca t ion ,  f i sca l  d i sc ip l ine ,  con t ro l  

f ramework  and  pub l i c  deb t  and  budge t  de f i c i t .   
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4 .4 .1 .  Economic  a l locat ion  
 
The economic  a l loca t ion  may  be  descr ibed  as  the  ex ten t  to  

wh ich  the  scarce  f inanc ia l  resources  a re  d is t r ibu ted  fa i r l y  

be tween compet ing  demands  o f  the  c i t i zens .  The  lega l  

ob l iga t ion  tha t  i s  embod ied  in  pub l i c  po l i cy  fo rms  the  bas is  fo r  

the  fa i r  d i s t r ibu t ion  o f  scarce  pub l i c  f i nanc ia l  resources  to  

enhance  the  e f fec t i ve  budge t  con t ro l  func t ion .  The  sub-

var iab les  o f  economic  a l loca t ion  inc lude  inc rementa l  budge t ing  

( l i ne  i tem budge t ing  sys tem) ,  the  p lann ing ,  p rogramming  

budge t ing  sys tem and  zero  base  budge t ing  sys tem.  The  

f ind ings  a lso  exp la in  the  economic  tasks  tha t  embrace  

s tab i l i za t ion ,  d is t r ibu t ion  and  economic  g rowth  to  measure  the  

impac t  o f  the  budge t  con t ro l  on  educa t ion .      

   

4.4 .1 . (a )  Incrementa l  budget ing  

  
In  th i s  sub-var iab le  the  respondents  were  g iven  th ree  op t ions  

such  as  yes ,  no  and  don ’ t  know to  choose  f rom.  In  the  f i r s t  

ques t ion  the  respondents  were  asked  whether  the re  i s  a  l im i t  i n  

the  u t i l i za t ion  o f  vo ted  funds .  A l toge ther  39  percen t  agreed  tha t  

the re  i s  a  ce i l i ng ,  16  percen t  ind ica ted  tha t  the re  i s  no  ce i l i ng  

wh i l s t  45  percen t  d id  no t  know tha t  the re  i s  a  l im i t  i n  the  

u t i l i za t ion  o f  vo ted  funds  fo r  the  purchase  o f  i t ems in  the  

Depar tment  o f  Educa t ion ’s  budge t .  Th is  i s  an  ind ica t ion  o f  the  

fac t  tha t  the  g rea te r  number  o f  the  respondents  do  no t  perce ive  

the  budge t  as  a  res t ra in t  to  con t ro l  scarce  f inanc ia l  resources .  

F igure  1 .1  be low shows a  c lear  p ic tu re  o f  the  responden ts ’  

responses .  
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Figure  1 .1  

 
Second ly ,  when  asked  whether  funds  a re  d ive r ted  fo r  o ther  

purposes  w i thou t  the  approva l  o f  the  leg is la tu re ,  16  percen t  

agreed  tha t  funds  a re  d ive r ted  fo r  o ther  purposes .  In  response  

to  the  ques t ion  49  percen t  o f  t he  respondents  d isagreed  and  35  

percen t  d id  no t  know tha t  funds  a re  d ive r ted  fo r  purposes  o ther  

than  those  they  were  budge ted  fo r .  These  f requenc ies  a re  

dep ic ted  in  F igure  1 .2 .  be low.  
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Figure  1 .2  

 

Th i rd ly ,  regard ing  the  ques t ion  as  to  whe ther  the  budge t  i s  

inc rementa l ,  19  percen t  agreed  tha t  the  budge t  i s  inc rementa l ,  

55  percen t  d isagreed  tha t  the  budge t  i s  inc rementa l  wh i l s t  26  

percen t  d id  no t  know tha t  the  budge t  i s  inc rementa l .  Th is  i s  

shown in  the  p ie  char t  i n  F igure  1 .3 .  be low.  
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Figure  1 .3  

 

F ina l l y ,  i n  rep ly  to  the  ques t ion  whe ther  p rov inc ia l  t reasury  and  

Depar tment  o f  Educa t ion  o f f i c ia ls  de te rmine  the  ac t i v i t i es  and  

ta rge ts  to  be  rea l i zed ,  58  percen t  o f  the  respondents  agreed ,  

23  percen t  responded no  wh i l s t  19  percen t  responded by  

s ta t ing  tha t  they  d id  no t  know.  The  de te rmina t ion  o f  ac t i v i t i es  

and  ta rge ts  by  o f f i c ia l s  cou ld  be  seen  as  one  o f  the  reasons  

tha t  cause  the  budge t  con t ro l  f unc t ion  to  be  under  th rea t .  The  

budge t  con t ro l  func t ion  cou ld  be  under  p ressure  i f  the re  i s  no  

harmony  be tween o f f i c ia l s  and  the  po l i t i ca l  dynamics  tha t  

in f luence  the  a l loca t ion  o f  scarce  f inanc ia l  resources .  F igure  

1 .4  be low shows the  response  o f  the  respondents  to  the  

de te rmina t ion  o f  ac t i v i t i es  and  ta rge ts  by  o f f i c ia l s .  
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Figure  1 .4  
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4.4 .1 . (b )  P lanning,  programming budget ing  system 
 
The respondents  were  asked  whether  they  a re  invo lved  in  

ana lyz ing  the  va lue  o f  ex is t ing  and  new programmes to  wh ich  

16  percen t  responded pos i t i ve l y ,  71  percen t  responded  

nega t i ve ly  and  13  percen t  d id  no t  know.  The  71  percen t  o f  

responden ts  who  a re  no t  par t i c ipa t ing  in  f i nanc ia l  p lann ing  i s  

s ign i f i can t .  Th is  re f lec ts  wha t  i s  te rmed a  “ top  down”  approach  

in  f i nanc ia l  p lann ing  tha t  i s  a  h indrance  to  the  budge t  con t ro l  

func t ion .  F igure  2 .1  dep ic ts  the  respondents ’  responses .   
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Figure  2 .1  

 

Moreover ,  as  regards  the  ques t ion  whe ther  the  Depar tment  o f  

Educa t ion  had  a  da tabase  o f  par t - t ime educa to rs ,  29  percen t  

agreed ,  16  percen t  d isagreed  and  55  percen t  o f  the  

respondents  d id  no t  know whether  the re  i s  a  da tabase  o f  par t -

t ime  educa to rs .  The  ind ica t ions  a re  tha t  the re  i s  no  da tabase  

fo r  par t - t ime  educa to rs  as  the  29  percen t  tha t  ag reed  tha t  the re  

i s  a  da tabase  i s  ins ign i f i can t .  F igure  2 .2  be low shows  the  

responses  o f  the  responden ts .  
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Figure  2 .2  

 

Fu r thermore ,  the  response  to  whe ther  the re  cou ld  be  an  

a l loca t ion  in  the  budge t  o f  the  Eas te rn  Cape Depar tment  o f  

Educa t ion  w i thou t  be ing  in i t i a ted  by  i t  was  tha t  19  percen t  

agreed ,  58  percen t  d isagreed .  A l toge ther  23  percen t  d id  no t  

know tha t  the re  cou ld  be  an  a l loca t ion  in  the  budge t  o f  the  

Depar tment  o f  Educa t ion  w i thou t  be ing  in i t i a ted  by  i t .  F igu re  

2 .3  be low i s  a  g raph ic  p resen ta t ion  o f  these  responses .  
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Figure  2 .3  

 

In  response  to  the  ques t ion  regard ing  the  Depar tment  o f  

Educa t ion  mak ing  p rov is ions  in  the  budge t  fo r  the  p rev ious  

years ’  commi tments ,  32  percen t  agreed ,  19  percen t  and  48  

percen t  d id  no t  know.  The  d is t r ibu t ion  o f  responses  i s  re f lec ted  

in  F igure  2 .4 .     
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In  ano ther  case  the  respondents  were  asked  to  choose  f rom 

f i ve  op t ions  tha t  inc luded  s t rong ly  agree ,  agree ,  undec ided ,  

d isagree  and  s t rong ly  d isagree  on  the  p lann ing ,  p rogramming  

budge t ing  sys tem.  The  responden ts  were  asked  whether  the  

p rov inc ia l  t reasury  ensures  the  p rov inc ia l  Depar tment  o f  

Educa t ion  imp lements  e f fec t i ve  f i nanc ia l  p lann ing .  In  response  

10  percen t  s t rong ly  agreed ,  77  percen t  agreed  to  the  

s ta tement ,  6  percen t  were  undec ided ,  and  6  percen t  d isagreed  

w i th  the  s ta tement .  Re fe r  to  F igure  2 .4  be low.  

 

F ina l l y ,  a  fu r ther  s ta tement  pu t  to  the  responden ts  was  whether  

the  p rov inc ia l  t reasury  imp lemen ts  the  mu l t i - year  budge t  as  

ano ther  inc rementa l  mode l  o f  budge t  con t ro l .  The  response  was  

tha t  10  percen t  s t rong ly  agreed ,  81  percen t  agreed  w i th  the  

s ta tement  wh i le  6  percen t  were  undec ided ,  and  3  percen t  

d isagreed .  Th is  i s  an  ind ica t ion  o f  the  fac t  tha t  i f  the  da ta  were  

inadequate  when the  Med ium Term Expend i tu re  F ramework  was  

es tab l i shed ,  the re  was  a  cha l lenge  to  change  the  budge t  

f i gu res  to  accommodate  the  changed c i rcumstances .  F igure  2 .4  

be low cor rec t l y  por t rays  response  o f  the  respondents  to  the  

a fo resa id  s ta tement .  
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 Figure  2 .4  

 83



4.4 .1 . (c )  Zero  base  budget ing  system 
 
In  regard  to  the  p rov inc ia l  t reasury ’s  invo lvement  in  the  

ana lys is  o f  the  need  fo r  the  ex is tence  o f  ce r ta in  p rogrammes in  

the  p rov inc ia l  Depar tment  o f  Educa t ion ,  13  percen t  s t rong ly  

agreed  and  45  percen t  agreed .  Moreover ,  16  percen t  o f  the  

respondents  were  undec ided  and  26  percen t  d isagreed  w i th  the  

s ta tement .  Th is  scenar io  i s  spe l t  ou t  in  F igure  3 .1  be low.  

 

Second ly ,  i n  the  s ta tement  regard ing  the  p rov inc ia l  t reasury  

ass is t ing  the  p rov inc ia l  Depar tment  o f  Educa t ion  in  de te rmin ing  

p r io r i t i es ,  16  percen t  s t rong ly  agreed ,  48  percen t  agreed ,  13  

percen t  were  undec ided ,  19  percen t  d isagreed  and  3  percen t  

s t rong ly  d isagreed .  I t  i s  s ign i f i can t  to  s ta te  tha t  the  f i nanc ia l  

admin is t ra t ion  in  the  p rov ince  was  cen t ra l i zed  in  the  p rov inc ia l  

t reasury  where  decen t ra l i za t ion  shou ld  be  accompan ied  by  

ass is tance .  F igure  3 .1  be low shows  the  a t t i tudes  o f  the  

respondents  in  a  g raph ic  d isp lay .  

 

Th i rd ly ,  the  respondents  were  asked  whether  the re  i s  w ide  

par t i c ipa t ion  in  t he  budge t  p rocess ,  and  6  percen t  s t rong ly  

agreed ,  39  percen t  agreed ,  32  percen t  were  undec ided ,  19  

percen t  d isagreed  and  3  percen t  s t rong ly  d isagreed .  F igure  3 .1  

be low p rov ides  an  accura te  p ic tu re  o f  the  respondents ’  

responses .  
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Figure   3 .1   

 
In  add i t i on ,  i n  response  to  the  ques t ion  whether  the  cos t  

cen t res  a re  adv ised  o f  the  budge t  cu ts ,  16  percen t  s t rong ly  

agreed ,  58  percen t  agreed ,  19  percen t  were  undec ided ,  and  6  

percen t  s t rong ly  d isagreed  tha t  the  budge t  cu ts  by  p rov inc ia l  

t reasury  a re  commun ica ted  to  reg ions .  F igure  3 .2  be low g ives  a  

c lear  p ic tu re  o f  the  responses  o f  the  respondents .  

 

Moreover ,  the  respondents  were  asked  whether  a  sa t i s fac to ry  

exp lana t ion  i s  p rov ided  when t reasury  cu ts  the  budge t .  Wi th  

th i s  s ta tement  10  percen t  s t rong ly  agreed  and  58  percen t  

agreed  tha t  a  sa t i s fac to ry  exp lana t ion  i s  g iven  wh i l s t  19  

percen t  were  undec ided ,  10  percen t  d isagreed  and  3  percen t  

s t rong ly  d isagreed .  These  responses  a re  re f lec ted  in  F igure  3 .2  

be low.  

 

F ina l l y ,  regard ing  the  s ta tement  on  whether  the  p rov inc ia l  

t reasury  i s  e f fec t i ve  in  ensur ing  tha t  p rogrammes tha t  a re  no t  

budge ted  fo r  a re  no t  imp lemented ,  16  percen t  s t rong ly  agreed ,  

48  percen t  agreed  wh i l s t  16  percen t  were  undec ided  and  19  

percen t  d isagreed .  F igure  3 .2  re f lec ts  th i s  f i nd ing .  
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4.4 .1 .1 . (a )  Stab i l i za t ion  funct ion  
 
The respondents  were  a lso  reques ted  to  ind ica te  whe ther  they  

s t rong ly  agreed ,  agreed ,  were  undec ided ,  d isagreed  o r  s t rong ly  

d isagreed  on  whether  the  p rov inc ia l  t reasury  p rov ides  

Depar tment  o f  Educa t ion  w i th  add i t i ona l  fund ing  th rough  

ad jus tment  es t imates  i f  the re  i s  l i ke ly  to  be  over -expend i tu re .  

The  f requency  o f  the  respondents ’  response  ind ica tes  tha t  19  

percen t  s t rong ly  agreed ,  52  percen t  agreed ,  13  percen t  were  

undec ided  wh i l s t  16  percen t  d isagreed .  I t  i s  impera t i ve  to  no te  

in  th i s  f i nd ing  tha t  16  percen t  o f  the  respondents  came f rom 

the  Depar tment  o f  Educa t ion .  Th is  i s  to  a  la rge  ex ten t  an  

ind ica t ion  o f  the  fac t  tha t  Depar tment  o f  Educa t ion  o f f i c ia l s  a re  

o f  the  v iew tha t  the  p rov inc ia l  t reasury  does  no t  p rov ide  

add i t i ona l  fund ing  to  the  Depar tment  o f  Educa t ion  i f  the re  i s  

l i ke ly  over -expend i tu re  wh ich  exp la ins  the  bank  overd ra f t  tha t  

resu l ted  f rom the  2004 /05  de f i c i t .  F igu re  4 .1  dep ic ts  the  

d is t r ibu t ion  o f  the  responses  o f  the  respondents .  
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4.4 .1 .1 . (b )  D is t r ibut ion  imperat ive  
 
The respondents  were  asked  whether  the  Depar tment  o f  

Educa t ion  has  a  da tabase  o f  lea rners  who a re  unab le  to  pay  

tu i t i on  a t  pub l i c  schoo ls .  A l toge ther  6  percen t  ag reed ,  58  

percen t  were  undec ided ,  23  percen t  d isagreed ,  and  13  percen t  

s t rong ly  d isagreed .  F igure  5 .1  be low dep ic ts  the  d is t r ibu t ion  o f  

the  responses  o f  the  respondents .  

 

Las t l y ,  i n  response  to  a  ques t ion  as  to  whe ther  the  depar tment  

makes  p rov is ion  fo r  funds  in  o rder  to  re imburse  pub l i c  schoo ls  

tha t  admi t  l ea rners  f rom poor  fami l i es ,  3  percen t  s t rong ly  

agreed ,  13  percen t  agreed ,  58  percen t  were  undec ided  wh i l s t  

13  percen t  d isagreed  and  13  percen t  s t rong ly  d isagreed .  F igure  

5 .1  be low shows the  f requency  o f  the  responses .   
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4.4 .1 .1 . (c )  Economic  growth 
The respondents  were  requ i red  to  se lec t  one  o f  the  fo l l ow ing  

ca tegor ies ,  i . e .  yes ,  no  o r  don ’ t  know as  the i r  response  to  the  

ques t ions  pu t  to  them.  In  response  to  the  ques t ion  as  to  

whe ther  the  p rov inc ia l  Depar tment  o f  Educa t ion  and  the  

p rov inc ia l  t reasury  have  s ta t i s t i cs  o f  s tuden ts  who  qua l i f y  in  

the i r  ca reers  a f te r  l eav ing  pub l i c  schoo ls ,  6  percen t  responded  

in  the  a f f i rmat i ve  wh i l s t  45  percen t  responded nega t i ve ly  and  

49  percen t  d id  no t  know.  F igure  6 .1  dep ic ts  th i s  d is t r ibu t ion  o f  

responses .  
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Figure  6 .1  

 

Moreover ,  when  the  respondents  were  asked  whethe r  the  

ma jo r i t y  o f  mat r i cu lan ts  who  leave  pub l i c  schoo ls  w i th  no  
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t e r t i a ry  en t ry  ce r t i f i ca tes  ge t  emp loyment ,  3  percen t  o f  the  

respondents  answered  in  the  a f f i rmat ive  wh i l s t  68  percen t  

responded nega t i ve ly  and  29  percen t  d id  no t  know.  F igure  6 .2  

be low dep ic ts  the  f requency  o f  these  responses .  
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Figure  6 .2  

 

In  add i t i on ,  the  respondents  in  the i r  response  to  the  ques t ion  

as  to  whe ther  the  p rov inc ia l  Depar tment  o f  Educa t ion  and  the  

p rov inc ia l  t reasury  ensure  tha t  t ra in ing  i s  o f fe red  to  the  pub l i c  

schoo l  leavers  so  as  to  be  emp loyab le ,  19  percen t  responded  

in  the  a f f i rmat i ve ,  29  percen t  responded nega t i ve ly  and  52  

percen t  d id  no t  know.  F igure  6 .3  dep ic ts  the  d is t r ibu t ion  o f  

these  responses .  
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Fina l l y ,  when  the  respondents  were  asked  whether  the  

p rov inc ia l  t reasury  and  the  Depar tment  o f  Educa t ion  cons ider  

op t ions  l i ke  t echn ica l  educa t ion  ra ther  than  p roduc ing  

unemployab le  pub l i c  schoo l  leavers ,  16  percen t  ag reed ,  29  

percen t  responded  nega t i ve ly  and  55  percen t  d id  no t  know.  

F igure  6 .4  be low dep ic ts  the  responses  o f  these  respondents .  
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Figure  6 .4  

 
4 .4 .2 .  F isca l  d isc ip l ine  
 
With  what  i s  te rmed f i sca l  d i sc ip l ine  an  ins t i tu t ion  s t r i ves  to  

ba lance  i t s  income and  expend i tu re .  In  a  modern  fo rm the  

var iance  be tween the  income and  expend i tu re  shou ld  be  

ins ign i f i can t  i f  f i sca l  d isc ip l ine  i s  to  be  ma in ta ined  (B lacks  e t  

a l .  2003 :11) .  In  th i s  pa r t  o f  measur ing  the  ine f fec t i ve  budge t  

con t ro l  i n  the  Depar tment  o f  Educa t ion ,  the  respondents  were  

asked  to  show the i r  response  to  a  s ta tement  by  one  o f  the  f i ve  

op t ions ,  i .e .  s t rong ly  agree ,  agree ,  undec ided ,  d isagree  and  

s t rong ly  d isagree .  In  the  s ta tement  tha t  the  p rov inc ia l  

Depar tment  o f  Educa t ion  spend ing  shou ld  be  equa l  to  the  

revenue  a l loca ted ,  19  percen t  s t rong ly  agreed ,  45  percen t  

agreed ,  16  percen t  were  undec ided  and  19  percen t  d isagreed .  

 

F ina l l y ,  the  respondents  were  asked  whether  the  p rov inc ia l  

t reasury  g ives  some leeway  to  the  Depar tment  o f  Educa t ion  to  
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budget  f o r  a  modera te  su rp lus .  The  response  was  tha t  6  

percen t  o f  the  respondents  s t rong ly  agreed ,  10  percen t  agreed ,  

39  percen t  were  undec ided  wh i l s t  35  percen t  d isagreed ,  and  10  

percen t  s t rong ly  d isagreed .  F igure  6 .5  shows the  d is t r ibu t ion  o f  

the  respondents ’  responses  to  the  ques t ion  abou t  f i sca l  

d i sc ip l ine .  
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4.4 .3 .  Contro l  f ramework  
 
As regards  the  ques t ion  whe ther  the  p rov inc ia l  t reasury ’s  

ex is tence  i s  re levan t  in  p lay ing  an  overs igh t  ro le ,  48  percen t  

s t rong ly  agreed ,  39  percen t  agreed ,  10  pe rcen t  were  undec ided  

wh i l s t  3  percen t  d isagreed .  F igure  6 .6  be low g ives  a  re f lec t ion  

o f  the  respondents ’  response .  

 

Fur thermore ,  fo r  the  ques t ion  whe ther  the  p rov inc ia l  t reasury  

shou ld  ex is t  on ly  to  rece ive  taxes  and  an  equ i tab le  share  f rom 

na t iona l  t reasury  (decen t ra l i za t ion  o f  func t ions ) ,  29  percen t  

s t rong ly  agreed ,  42  percen t  agreed ,  16  percen t  were  

undec ided ,  and  13  percen t  d isagreed .  F igure  6 .6  dep ic ts  th i s  

d is t r ibu t ion  o f  responses .  
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Moreover ,  as  regards  the  s ta tement  abou t  whe ther  the  

p rov inc ia l  t reasury  shou ld  cen t ra l i ze  payment  func t ions ,  6  

percen t  s t rong ly  agreed ,  16  percen t  agreed  wh i l s t  23  percen t  

were  undec ided ,  45  percen t  d isagreed  and  10  percen t  s t rong ly  

d isagreed .  F igure  6 .6  shows th is  d is t r ibu t ion  o f  responses .  

 

The  respondents  were  asked  whether  the  p rov inc ia l  Depar tment  

o f  Educa t ion  has  enough  personne l  w i th  f i nanc ia l  

admin is t ra t ion  sk i l l s .  The  responses  to  th is  ques t ion  a re  13  

percen t  agreed ,  23  percen t  were  undec ided ,  29  pe rcen t  

d isagreed ,  and  35  percen t  s t rong ly  d isagreed .  F igure  6 .6  be low 

dep ic ts  the  d is t r ibu t ion  o f  these  responses .  

 

0

10

20

30

40

50

Oversight Decentralize Centralize Inadequate Fin.
Skill

Str. Agree
Agree
Undecided
Disagree
Str. Disagree

 
Figure  6 .6  

 

The  respondents  were  fu r ther  asked  whether  the  p rov inc ia l  

Depar tment  o f  Educa t ion  i s  compl ian t  w i th  the  PFMA ru le  o f  

p reven t ion  o f  overspend ing .  The  response  i s  tha t  3  percen t  

s t rong ly  agreed ,  16  percen t  agreed ,  29  percen t  were  

undec ided ,  35  percen t  d isagreed  and  16  percen t  s t rong ly  

d isagreed .  In  o ther  words  51  percen t  o f  the  responden ts  

d isagree  tha t  the  Depar tment  o f  Educa t ion  i s  comp l ian t  w i th  the  

PFMA ru le  tha t  accoun t ing  o f f i ce rs  mus t  avo id  the  
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overspend ing  o f  the  Vo te .  F igure  6 .7  be low dep ic t s  the  above  

f requency  o f  responses .   

 

The  respondents  were  a lso  asked  whether  the  p rov inc ia l  

t reasury  i s  requ i red  to  approve  the  s t ra teg ic  p lan  o f  the  

Depar tment  o f  Educa t ion .  The  responses  were  tha t  6  percen t  

s t rong ly  agreed  w i th  the  s ta tement ,  32  agreed ,  26  percen t  were  

undec ided ,  29  percen t  d isagreed ,  and  6  percen t  s t rong ly  

d isagreed .  F igure  6 .7  shows the  d is t r ibu t ion  o f  the  responses  

regard ing  the  invo lvement  o f  the  p rov inc ia l  t reasury  in  po l i cy  

agendas  w i th  fu tu re  f inanc ia l  imp l i ca t ions .  

 

The  responden ts  were  fu r ther  asked  to  show the i r  a t t i t ude  to  a  

s ta tement  tha t  the  Depar tment  o f  Educa t ion  has  c lear  

p rocedures  fo r  quar te r l y  repor t ing  to  the  execu t ing  au thor i t y .  

The  responses  were  tha t  6  percen t  s t rong ly  agreed ,  23  percen t  

s t rong ly  agreed ,  52  percen t  were  undec ided ,  13  percen t  

d isagreed  and  6  percen t  s t rong ly  d isagreed .  Th is  e f fec tua l l y  

means  tha t  29  percen t  agreed  and  19  percen t  d isagreed .  F igure  

6 .7  be low shows the  f requency  o f  the  responses .  
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The respondents  were  a lso  asked  to  show the i r  a t t i tude  o r  

knowledge  as  to  whe ther  the  type  o f  con t ro l  by  the  p rov inc ia l  

t reasury  i s  tha t  o f  cease less  mon i to r ing .  The  responses  

ob ta ined  were  10  percen t  s t rong ly  agreed ,  42  percen t  agreed ,  

29  percen t  were  undec ided ,  10  percen t  d isagreed ,  and  10  

percen t  s t rong ly  d isagreed .  Th is  shows tha t  52  percen t  o f  the  

respondents  agreed  tha t  the  type  o f  con t ro l  by  the  p rov inc ia l  

t reasury  i s  tha t  o f  cease less  mon i to r ing  and  20  percen t  

ind ica ted  tha t  the  p rov inc ia l  t reasury  i s  no t  mon i to r ing  the  

p rov inc ia l  Depar tment  o f  Educa t ion  c lose ly .  F igure  6 .8  be low 

dep ic ts  the  d is t r ibu t ion  o f  responses .  

 

F ina l l y ,  the  respondents  were  asked  to  respond  to  the  

s ta tement  tha t  the  t ype  o f  con t ro l  by  the  p rov inc ia l  t reasury  i s  

tha t  o f  pe rsuad ing  the  Depar tment  o f  Educa t ion  to  accep t  the  

economic  po l i cy  ob jec t i ve  o f  a  ba lanced  budge t .  The  responses  

were  13  percen t  s t rong ly  agreed ,  42  percen t  agreed ,  26  

percen t  were  undec ided ,  and  19  percen t  d isagreed .  Th is  means  

tha t  55  percen t  o f  the  respondents  ind ica ted  tha t  the  type  o f  

budge t  con t ro l  by  the  p rov inc ia l  t reasury  i s  persuas ive  in  

approach .  F igure  6 .8  shows the  d is t r ibu t ion  o f  the  respondents ’  

responses .  
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4 .4 .4 .  Publ ic  debt  and budget  def ic i t  
 
Pub l i c  deb t  i s  the  sum o f  a l l  the  ou ts tand ing  f inanc ia l  l i ab i l i t i es  

o f  the  ins t i tu t ion  where  there  i s  a  p r imary  and  lega l  

respons ib i l i t y  to  repay  the  amount  ow ing .  The  responden ts  

were  asked  to  show the i r  a t t i t ude  and  knowledge  th rough  a  

cho ice  o f  f i ve  op t ions  embrac ing  s t rong ly  agree ,  agree ,  

undec ided ,  d isagree ,  and  s t rong ly  d isagree  w i th  a  g iven  

s ta tement .  The  respondents  were  asked  whether  the  p rov inc ia l  

t reasury  e f fec t i ve ly  mon i to rs  the  cash  f low requ is i t i on  o f  the  

p rov inc ia l  Depar tment  o f  Educa t ion .  In  response  23  percen t  

s t rong ly  agreed ,  61  percen t  agreed ,  10  percen t  were  

undec ided ,  3  percen t  d isagreed  and  3  percen t  s t rong ly  

d isagreed .  Th is  means  tha t  85  percen t  agreed  tha t  the  

p rov inc ia l  t reasury  accura te ly  mon i to rs  the  cash  f low o f  the  

p rov inc ia l  Depar tment  o f  Educa t ion  and  6  percen t  d isagreed  

w i th  the  s ta tement .  F igure  6 .9  be low shows the  d is t r ibu t ion  o f  

the  responses .  

 

F ina l l y ,  i n  response  to  the  ques t ion  whether  the  p rov inc ia l  

Depar tment  o f  Educa t ion  and  p rov inc ia l  t reasury  a re  e f fec t i ve  

in  ensur ing  tha t  the  p rev ious  f inanc ia l  year ’ s  commi tments  a re  

no t  pa id  in  the  cur ren t  budge t  w i thou t  add i t iona l  fund ing ,  10  

percen t  s t rong ly  agreed ,  45  percen t  ag reed ,  16  were  

undec ided ,  23  percen t  d isagreed ,  6  percen t  s t rong ly  d isagreed .  

Th is  imp l ies  tha t  55  percen t  agreed  tha t  p rov inc ia l  t reasury  and  

Depar tment  o f  Educa t ion  a re  e f fec t i ve  in  ensur ing  tha t  the  

p rev ious  f inanc ia l  year ’ s  commi tment  i s  no t  re imbursed  w i thou t  

add i t iona l  fund ing  wh i l s t  29  percen t  d isagreed .  F igure  6 .9  

re f lec ts  the  f requency  o f  the  responses .  
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Figure 6.9   
 
 
4.5 .  Conclus ion 
                    
The f ind ings  p rove  tha t  the  p rov inc ia l  t reasury  o f  the  Prov ince  

o f  the  Eas te rn  Cape has  a  cha l lenge  in  the  economic  a l loca t ion  

o f  scarce  pub l i c  f i nanc ia l  resources .  In  the  inc rementa l  sub-

var iab le  o f  a l loca t i ve  e f f i c iency ,  the  resu l t s  revea l  tha t  the  

budge t  con t ro l  func t ion  i s  regarded  as  a  management  func t ion .  

Th is  i s  re f lec ted  by  the  fac t  tha t  a  mere  m inor i t y  o f  the  

respondents  agrees  tha t  the  budge t  p rov ides  a  res t ra in t  i n  the  

u t i l i za t ion  o f  scarce  f inanc ia l  resources .  Th is  ind ica tes  tha t  the  

ma jo r i t y  o f  the  respondents  were  exc luded  f rom the  

unders tand ing  o f  the  impor tance  o f  budge t  con t ro l  th rough  

inadequate  commun ica t ion  and  inadequate  t ransparency .     

 

The  s tudy  under  sub-var iab le  inc rementa l  budge t  sys tem o f  

a l loca t i ve  e f f i c iency  es tab l i shes  tha t  the  budge t  sys tem tha t  i s  

imp lemented  by  the  p rov inc ia l  t reasury  i s  inc rementa l .  The  

ma jo r i t y  o f  the  respondents  dep ic ted  tha t  the  p rov inc ia l  

t reasury  u t i l i zes  the  MTEF as  ano ther  inc rementa l  mode l  o f  

budge t  con t ro l .  The  resu l t s  a lso  showed tha t  a  s ign i f i can t  

number  o f  the  respondents  perce ived  the  p rov inc ia l  t reasury  
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and the  Eas te rn  Cape Depar tment  o f  Educa t ion  o f f i c ia l s  as  

de te rmin ing  the  ac t i v i t i es  and  ta rge ts  to  be  ach ieved .  The  

inc rementa l  na tu re  o f  budge t ing  makes  the  budge t  in fo rmat ion  

i r re levan t  as  a  ce i l i ng  has  a l ready  been  d rawn based  on  the  

budge t  base l ine .   

 

Fur thermore ,  in  the  sub-var iab le  o f  the  p lann ing ,  p rogramming  

budge t ing  sys tem the  f ind ings  demons t ra te  tha t  the  ma jo r i t y  o f  

the  respondents  were  no t  invo lved  in  budge t  p lann ing .  In  th i s  

ins tance  the  phenomenon tha t  budge t ing  i s  a  management  

func t ion  i s  a lso  ep i tomized .  Th is  means  tha t  f ron t - l i ne  

managers  render  the  serv ices  w i thou t  unders tand ing  the  

cur ren t  and  fu tu re  f i nanc ia l  commi tments  tha t  resu l t  i n  

spend ing  and  w i thho ld ing  o f  payments .  In  th i s  scenar io  

commi tments  accumula te  w i thou t  checks  as  pub l i c  po l i cy  

c rea tes  a  b road  commi tment  o f  pub l i c  funds .  The  budge t  de f i c i t  

i s  a  sp in -o f f  o f  the  lack  o f  add i t i ona l  fund ing  to  accommodate  

the  accumula t ion  o f  commi tments  tha t  a re  no t  accoun ted  fo r .  

Th is  means  tha t  the  p rov inc ia l  t reasury  i s  unab le  to  ensure  tha t  

the  p rov inc ia l  depar tments  imp lement  the  na t iona l  f i sca l  po l i cy  

ob jec t i ve  o f  ba lanc ing  the  income and  expend i tu re .     

 

The  p rov inc ia l  t reasury  does  no t  e f fec t i ve ly  per fo rm the  

s tab i l i za t ion  func t ion .  The  fa i lu re  to  e f fec t i ve ly  imp lement  the  

economic  a l loca t ion  and  d is t r ibu t i on  impera t i ve  inev i tab ly  leads  

to  a  dys func t ion  in  s tab i l i za t ion  func t ion .  In  the  pub l i c  se rv ice  

un l i ke  in  the  p r i va te  sec to r  a  pub l i c  ins t i t u t ion  i s  no t  dec la red  

inso lven t .  The  spend ing  con t inues  even  i f  funds  a re  no t  

ava i lab le  due  to  lega l  en t i t l ement  tha t  i s  embod ied  in  pub l i c  

po l i cy .  The  consequences  fo r  fa i lu re  to  e f fec t i ve ly  p lan  tha t  

resu l t  i n  budge t  de f i c i t  spend ing  lead  the  government  to  re l ieve  
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the  MEC and  the  accoun t ing  o f f i ce r  o f  the  du t ies  on  accoun t  o f  

i ncompetence  re la t ing  to  poor  budge t  p lann ing  and  f inanc ia l  

m ismanagement .    

 

Moreover ,  the  f ind ings  p rove  tha t  the  p rov inc ia l  t reasury  i s  no t  

e f fec t i ve  in  ensur ing  tha t  p rov inc ia l  depar tments  have  

ins t i tu t iona l  capac i t y  to  manage pub l i c  f i nances .  The  ma jo r i t y  

o f  responden ts  fe l t  tha t  the  Eas te rn  Cape Depar tment  o f  

Educa t ion  does  no t  have  enough personne l  w i th  f i nanc ia l  

admin is t ra t ion  sk i l l s .  Moreover ,  the  ma jo r i t y  o f  the  respondents  

ind ica ted  tha t  the  Eas te rn  Cape Depar tment  o f  Educa t ion  i s  no t  

comp l ian t  w i th  the  PFMA,  1999  (Ac t  1  o f  1999) ,  as  amended by  

Ac t  29  o f  1999 .  The  s ign i f i can t  number  fe l t  tha t  the  p rov inc ia l  

t reasury  does  no t  imp lement  e f fec t i ve  mon i to r ing .   

 

As  regards  the  pub l i c  deb t  and  budge t  de f i c i t ,  the  ma jo r i t y  o f  

the  respondents  rep l ied  tha t  the  p rov inc ia l  t reasury  e f fec t i ve ly  

mon i to rs  the  cash  f low requ is i t i ons  o f  the  Eas te rn  Cape  

Depar tment  o f  Educa t ion .  A  s ign i f i can t  number  o f  the  

respondents  fe l t  tha t  the  p rov inc ia l  t reasury  was  unab le  to  

e f fec t i ve ly  mon i to r  the  cash  f low requ is i t i ons  o f  the  

a fo rement ioned  depar tment .  F ina l l y ,  the  average  number  o f  

f requenc ies  showed tha t  the  p rov inc ia l  t reasury  and  the  sa id  

Depar tment  ensure  tha t  the  p rev ious  years ’  commi tments  a re  

no t  re imbursed  w i thou t  add i t i ona l  f und ing .  A  s ign i f i can t  number  

fe l t  tha t  the  sa id  depar tments  a re  ine f fec t i ve  in  ensur ing  tha t  

the  unbudgeted  commi tments  a re  no t  re imbursed  w i thou t  

add i t i ona l  fund ing  o r  ro l l  over  o f  funds .  Th is  s tems f rom the  

fac t  tha t  pub l i c  po l i c ies  have  f inanc ia l  commi tments  tha t  have  

lega l  consequences .        
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CHAPTER 5 

RECOMMENDATIONS 

5.1 .  In t roduct ion  
Th is  s tudy  has  examined  the  e f fec t i veness  o f  the  budge t  

con t ro l  ro le  o f  the  p rov inc ia l  t reasury  w i th  par t i cu la r  re fe rence  

to  the  Eas te rn  Cape Depar tment  o f  Educa t ion .  I t  i s  obv ious  in  

the  resu l t s  tha t  the  budge t  con t ro l  func t ion  i s  regarded  as  a  

management  func t ion .  I t  has  been  found  tha t  the  p rov inc ia l  

t reasury  i s  re levan t  in  p lay ing  an  overs igh t  ro le  on  

appropr ia t ions .  I t  i s  a l so  encourag ing  tha t  the  p rov inc ia l  

t reasury  ass is ts  p rov inc ia l  depar tments  in  assess ing  the  need  

fo r  pa r t i cu la r  p rogrammes to  ensure  e f fec t i ve  and  e f f i c ien t  use  

o f  scarce  f inanc ia l  resources .  However ,  i t  has  a lso  been  found  

tha t  the  MTEF is  used  by  the  p rov inc ia l  t reasury  as  ano ther  

inc rementa l  mode l .  Th is  has  led  the  MTEF budge t ing  to  be  

app l ied  on  an  inaccura te  budge t  base .  The  purpose  o f  th i s  

Chap te r  i s  to  make  recommendat ions  fo r  the  enhancement  o f  

improved  budge t  con t ro l  as  re f lec ted  in  the  resu l t s .  

 

5.2 .  Recommendat ions  
Recommendat ions  a re  d iscussed  under  the  head ings  f inanc ia l  

capac i t y  bu i ld ing ,  and  the  budge t  con t ro l  func t ion .  There  i s  a  

s t rong  cor re la t ion  be tween e f fec t i veness  on  budge t  con t ro l  and  

the  leve l  o f  capac i t y  bu i ld ing  o f  o f f i c ia l s .  Be t te r  capac i ta ted  

o f f i c ia l s  a re  assoc ia ted  w i th  e f fec t i ve  se rv ice  de l i ve ry .     

 

 
5.2 .1 .  F inancia l  capaci ty  bu i ld ing  
I t  i s  g la r ing  in  the  resu l t s  tha t  the  ma jo r i t y  o f  the  responden ts  

a re  g radua tes .  Th is  i s  an  ind ica t i on  o f  the  fac t  tha t  o f f i ce rs  o f  

the  two  re levan t  depar tments  a re  t ra inab le .  I t  i s  recommended 
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tha t  on- the- job - t ra in ing  shou ld  be  o f fe red  to  f i nance  personne l  

to  ensure  tha t  the  budge t  con t ro l  func t ion  i s  no t  pe rce ived  as  a  

management  func t ion .  Th is  a rea  o f  the  budge t  con t ro l  func t ion  

needs  fu r ther  research  as  on- the- job- t ra in ing  i s  a  con t inuous  

p rocess  tha t  i n te rna l i ses  the  goa ls  and  ob jec t i ves  o f  the  

o rgan isa t ions  to  the  o f f i c ia l s .  There  i s  a lso  a  need  fo r  

con t inuous  t ra in ing  on  budge t ing  to  ensure  tha t  o f f i ce rs  keep  

abreas t  o f  the  new deve lopments  in  the  f i e ld  o f  pub l i c  f i nance  

budge t ing .     

 

Par t i c ipa t ion  in  dec is ion  mak ing  par t i cu la r l y  in  budge t  con t ro l  

w i l l  be  e f fec t i ve  when the  o f f i c ia l s  possess  the  capac i t y  to  

in f luence  dec is ion  mak ing .  I t  i s  impera t i ve  tha t  the re  mus t  be  

capac i t y  bu i ld ing  in  budge t  con t ro l  a t  a l l  l eve ls  f rom leve l  e igh t  

to  leve l  th i r teen  i f  e f fec t i veness  i s  to  be  a t ta ined .  Capac i t y  

bu i ld ing  i s  a  con t inuous  p rocess  tha t  inc ludes  among o ther  

th ings  to  incu lca te  in to  o f f i c ia l s  leadersh ip  p r inc ip les ,  

mot i va t ion ,  commi tment ,  courage  and  in tang ib le  a t t r i bu tes  tha t  

a re  needed fo r  e f fec t i ve  budge t  con t ro l  func t ion .  T ra in ing  in  

f i nanc ia l  management  wou ld  ensure  tha t  budge t  con t ro l  i s  no t  

regarded  as  on ly  a  management  func t ion .   

 

5.2 .2 .  The  budget  contro l  funct ion  
 
The s tudy  tes ted  var ious  sub-var iab les  assoc ia ted  w i th  budge t  

con t ro l  func t ion  o f  p rov inc ia l  t reasury  and  revea led  var ious  

cha l lenges  tha t  a re  l i nked  to  budge t  p lann ing .  Th is  makes  the  

recommendat ions  focus  on  budge t ing  p rocess ,  f i sca l  d i sc ip l ine ,  

pub l i c  f i nance  o rgan iza t ion ,  and  budge t  de f i c i t .  
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5.2 .2 .1 .  The  budget ing  process 
 
The s tudy  revea led  some cha l lenges  regard ing  a l loca t i ve  

e f f i c iency  by  the  p rov inc ia l  t reasury .  Th is  necess i ta tes  the  

recommendat ions  to  g ive  an  emphas is  on  the  budge t ing  

p rocess .  The  i ssues  tha t  a re  cons idered  in  the  budge t  p rocess  

inc lude  budge t ing  sys tem,  budge t  p lann ing ,  par t i c ipa t ion  in  

budge t  p rocess ,  budge t  ad jus tment ,  equ i t y  in  budge t  p rocess ,  

and  economy in  budge t  p rocess  

 

5 .2 .2 .1 .1 .  Budget ing  system 
 
The ma jo r i t y  o f  the  respondents  i nd ica ted  tha t  the  p rov inc ia l  

t reasury  u t i l i zes  the  mu l t i - year  budge t ,  tha t  i s ,  MTEF as  

ano ther  inc rementa l  mode l  fo r  the  a l loca t ion  o f  scarce  f inanc ia l  

resources .  I t  i s  recommended tha t  the re  mus t  be  a  sh i f t  f rom 

the  use  o f  the  inc rementa l  mode l  o f  the  budge t  sys tem towards  

the  p lann ing ,  p rogramming  budge t ing  sys tem.  Th is  move  wou ld  

a l low fo r  e f fec t i ve  imp lementa t i on  o f  MTEF.  E f fec t i ve  p lann ing  

means  tha t  p ro jec ts  pursued  by  p rov inc ia l  depar tments  a re  

rep laced  harmon ious ly  w i th  the  unders tand ing  o f  the  p rov inc ia l  

t reasury .  Th is  w i l l  ensure  tha t  the  p rov inc ia l  t reasury  a l loca tes  

funds  on  the  bas is  o f  need  ra ther  than  on  the  p re tex t  o f  the  

p rev ious  f inanc ia l  year .   

 

The  inc rementa l  sys tem is  re f lec ted  in  the  MTEF because  some 

o f  i t s  fea tu res  a re  re levan t  as  i t  i s  a  too l  fo r  budge t  con t ro l .  

Abed ian  and  B iggs  (1998 :448)  in  suppor t  o f  th i s  perspec t i ve  

asser t  tha t  the  inc rementa l  budge t  sys tem was  in t roduced  to  

focus  on  inpu ts  and  as  a  too l  o f  f i nanc ia l  con t ro l .  Th is  t ype  o f  

resource  a l loca t ion  i s  based  on  techn ica l  ra t iona l i t y  tha t  i s  
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por t rayed  in  the  de te rmina t ion  o f  the  budge t  base l ine  (Dunn,  

1981 :225) .  Accord ing  to  Dunn  (1981 :225) ,  the re  a re  mu l t ip le  

ra t iona l  bases  tha t  a re  fundamenta l  to  mos t  budge t  po l i cy  

cho ices .  These  inc lude  techn ica l  ra t iona l i t y ,  economic  

ra t iona l i t y ,  soc ia l  ra t iona l i t y ,  l ega l  ra t iona l i t y  and  subs tan t i ve  

ra t iona l i t y .  The  inc rementa l  mode l  tha t  i s  bu i l t  on  the  MTEF is  

de t r imenta l  where  the  da tabase  fo r  budge t  a l loca t ion  i s  

inadequa te  in  the  base-year .   

 

The  MTEF renders  i t s  fu l l es t  bene f i t s  when  the  budge t  i s  

appropr ia te ly  a l igned  w i th  soc io -po l i t i ca l  p r io r i t i es  (Abed ian  

and  B iggs ,  1998 :462) .  Accord ing  to  Abed ian  and  B iggs  

(1998 :462-463) ,  the  p re requ is i tes  fo r  the  MTEF are :  

 

 A  c red ib le  base-budge t  fo r  each  depar tment ;  

 

 a  coord ina ted  po l i cy  package  to  ensure  tha t  the  ac tua l  

spend ing  pa t te rns  fa l l  w i th in  the  accep tab le  leve l  o f  

budge ted  es t imates ;  

 

 an  e f fec t i ve  imp lementa t ion  s t ruc tu re  tha t  ensures  tha t  

the  approach  es tab l i shes  and  ga ins  inc reas ing  c red ib i l i t y ;  

and  

 

 the  u l t ima te  ob jec t i ve  o f  the  MTEF is  the  med ium te rm 

serv ice  de l i ve ry  tha t  i s  a t ta inab le  and  c red ib le .    

 

The  imp lementa t ion  o f  the  fo rms  o f  ra t iona l i t y  cou ld  de te rmine  

when the  inc rementa l  mode l  i s  appropr ia te  in  the  budge t  

p rocess .  There  i s  a lways  a  need  to  in tegra te  p lann ing  w i th  the  

budge t  t o  ensure  tha t  the re  i s  a  ba lance  be tween  the  budge t  
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demands  and  the  ava i lab le  f i nanc ia l  resources .  The  g rea te r  the  

d ive rgence  be tween the  to ta l  budge t  demands  and  the  ava i lab le  

resources ,  the  g rea te r  the  need  fo r  the  in f luence  o f  t reasury  in  

in te rp re t ing  the  pub l i c  sec to r  p r io r i t i es  (Abed ian  and  B iggs ,  

1998 :450) .  The  p rov inc ia l  t reasury  mus t  be  e f fec t i ve  in  

de te rmin ing  the  f inanc ia l  imp l i ca t ions  o f  po l i c ies  tha t  a re  

de te rmined  by  the  na t iona l  government .  I t  i s  th rough  th is  

knowledge  tha t  e f fec t i ve  budge t  con t ro l  can  be  accompl i shed  a t  

p rov inc ia l  l eve l .   

 
5 .2 .2 .1 .2 .  Budget  p lanning 
 
Respondents  to  the  ques t ionna i re  v iewed the  p rov inc ia l  

t reasury  as  geared  towards  ensur ing  tha t  p rov inc ia l  

depar tments  imp lement  e f fec t i ve  budge t  p lann ing .  However ,  the  

s ign i f i can t  number  ind ica ted  tha t  the  p rov inc ia l  t reasury  does  

no t  encourage  p rov inc ia l  depar tments  to  imp lement  e f fec t i ve  

budge t  p lann ing .  I t  i s  recommended tha t  the re  mus t  be  

in tegra t ion  be tween per fo rmance  p lann ing  and  budge t ing .  Th is  

i s  a t ta inab le  i f  the  p rov inc ia l  t reasury  cou ld  be  invo lved  in  the  

in i t i a t ion  s tages  o f  pub l i c  po l i c ies  to  de te rmine  cur ren t ,  med ium 

and  long  te rm f inanc ia l  imp l i ca t ions .  In  the  f i nd ings  the  

ma jo r i t y  o f  the  respondents  ind ica ted  tha t  they  were  no t  aware  

o f  the  da tabase  o f  pa r t - t ime  educa to rs .  The  p rov inc ia l  t reasury  

mus t  be  conversan t  w i th  the  p rov inc ia l  depar tments ’  f i nanc ia l  

cons t ra in ts  tha t  have  cur ren t ,  med ium te rm and  long  te rm 

f inanc ia l  imp l i ca t ions .  The  personne l  rep lacement  po l i cy  ho lds  

f inanc ia l  imp l i ca t ions  and  the i r  rami f i ca t ions  mus t  be  

unders tood  by  p rov inc ia l  t reasury  i f  p lann ing  and  budge t ing  a re  

to  be  in tegra ted .  I t  i s  impera t i ve  tha t  p lans  mus t  feed  in to  the  
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fu tu re  budge ts  and  the  budge ts  mus t  p rov ide  fo r  the  cons t ra in ts  

to  fu tu re  p lans .  

 

In te rgovernmenta l  f i sca l  re la t ions  mus t  be  inc lus ive  o f  the  

a f fec ted  p rov inc ia l  depar tments  and  the  p rov inc ia l  t reasury  in  

pub l i c  po l i cy  mak ing  i f  budge t  p lann ing  i s  to  be  improved .  The  

improvement  o f  budge t  p lann ing  inev i tab ly  leads  towards  the  

con t inuum o f  e f fec t i ve  a l loca t ion  o f  f i nanc ia l  resources  fo r  an  

e f fec t i ve  budge t  con t ro l  func t ion .  Th is  s tems f rom the  fac t  tha t  

pub l i c  po l i cy  c rea tes  lega l  en t i t l ements  w i th  f i nanc ia l  

imp l i ca t ions  tha t  shou ld  be  ana lysed  and  be  p rov ided  fo r  i n  the  

budge t  by  t reasury  in  the  cur ren t ,  med ium and  long  te rm.   

 

The  MTEF is  a  super io r  budge t ing  sys tem tha t  i s  re levan t  to  

any  improved  p lann ing ,  p rogramming  budge t ing  sys tem in  

Sou th  A f r i ca .  I f  the  MTEF is  adop ted  a f te r  tak ing  in to  accoun t  

the  above  p re requ is i tes ,  i t  wou ld  p rov ide  an  exce l len t  

budge t ing  sys tem.  Wi th in  the  MTEF the  p rogrammes have  we l l  

de f ined  ou tpu ts  tha t  a re  l i nked  to  des i red  ob jec t i ves  o r  

ou tcomes.  Each  ou tpu t  has  c lear l y  de f ined  inpu ts .  In  th i s  

budge t ing  sys tem the  serv ice  de l i ve ry  i s  de f ined  up- f ron t  s ince  

be fo re  the  p rov inc ia l  l eg is la tu re  d iscusses  the  p rov inc ia l  

depar tments ’  budge t  in  te rms o f  the  Treasury  Regu la t ions  the  

s t ra teg ic  p lan  o f  each  depar tment  i s  d iscussed .  In  the  s t ra teg ic  

p lan  the  magn i tude  o f  the  serv ice  de l i ve ry ,  cos ts ,  ta rge t  g roups  

and  serv ice  de l i ve ry  per iod  a re  made t ransparen t .  

 

The  imp lementa t ion  o f  the  MTEF has  been  exper ienced  in  o ther  

coun t r ies  o f  the  wor ld .  New Zea land  adop ted  a  sys tem o f  

budge t ing  by  ou tpu t  l i ke  the  MTEF w i th  the  emphas is  on  

de l i ve ry  e f f i c iency  (Abed ian  and  B iggs ,  1998 :461) .  Aus t ra l ia  
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adopted  a  Per fo rmance  Based  Budget ing  Sys tem (PBS)  tha t  

focused  on  the  ou tcomes (Abed ian  and  B iggs ,  1998 :461) .  

Count r ies  such  as  the  Un i ted  K ingdom,  Sweden and  Ma las ia  

have  exper imented  w i th  PBS in  d i f fe ren t  m ix tu res .  I t  i s  a  

common fea tu re  o f  the  va r ious  sys tems tha t  po l i cy  makers  

de te rmine  the i r  p rogrammes,  ac t i v i t i es ,  ou tpu ts ,  s tandards  and  

qua l i t y  o f  the  se rv ices  w i th in  the  g iven  f inanc ia l  f i sca l  

cons t ra in ts .       

 

 
5 .2 .2 .1 .3 .  Par t ic ipat ion  in  budget  process  
 
A s ign i f i can t  number  o f  the  responden ts  ind ica ted  tha t  the  

p rov inc ia l  t reasury  does  no t  ana lyse  the  need  fo r  va r ious  

p rogrammes in  the  p rov inc ia l  depar tments .  The  p rov inc ia l  

t reasury  mus t  have  a  more  comprehens ive  v iew o f  the  

p rov inc ia l  depar tments ’  s t ra teg ic  in te res ts  and  p rogramme 

pr io r i t i es  i f  the  e f f i c ien t  a l l oca t ion  o f  resources  i s  to  be  

enhanced .   

 

The  commun ica t ion  cha l lenge  has  a lso  been  expressed  in  the  

f ind ings .  A  s ign i f i can t  number  o f  the  respondents  have  

ind ica ted  tha t  the  budge t  cu ts  by  the  p rov inc ia l  t reasury  a re  no t  

commun ica ted  to  the  cos t  cen t res  and  tha t  the  ra t iona le  fo r  

such  cu ts  i s  a lso  no t  commun ica ted  to  the  cos t  cen t res .  The  

who le  ques t ion  o f  the  ze ro  base  budge t ing  sys tem is  

jeopard ised  i f  the  lower  leve ls  tha t  dea l  on  a  da i l y  bas is  w i th  

the  c l ien te le  o f  the  government  a re  exc luded  f rom the  budge t  

p rocess .  E f fec t i ve  and  e f f i c ien t  a l loca t ion  o f  resources  fo r  

e f fec t i ve  budge t  con t ro l  i n  ze ro  base  budge t ing  re l ies  on  

dec is ion  packages .  These  dec is ion  packages  a re  the  sources  o f  
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dec is ions  tha t  i n i t i a te  the  budge t  by  o f f i ce rs  who  a re  c lose  to  

the  p re fe rences  and  tas tes  o f  the  commun i t ies .  I t  i s  

recommended tha t  the re  mus t  be  improved  commun ica t ion  in  

the  who le  budge t  p rocess  in  o rder  to  enhance  e f fec t i ve  budge t  

con t ro l  func t ion .  

 

5.2 .2 .1 .4 .  Budget  ad justment  
 
A s ign i f i can t  number  o f  the  respondents  ind ica ted  tha t  the re  i s  

no  add i t i ona l  fund ing  fo r  l i ke ly  over -expend i tu re .  The  p rov inc ia l  

t reasury  mus t  ensure  tha t  the  s tab i l i za t ion  func t ion  i s  exerc ised  

e f fec t i ve ly  so  tha t  the  budge t  becomes respons ive  to  the  

f l uc tua t ions  in  the  economy.  The  month ly  expend i tu re  fo recas ts  

mus t  lead  to  co r rec t i ve  ac t ion  by  the  p rov inc ia l  t reasury  to  

enhance  improved  budge t  con t ro l .  For  example ,  i f  more  

revenue  i s  co l lec ted  more  than  was  es t imated  in  the  budge t  

due  to  inc reased  economic  ac t i v i t i es ,  add i t i ona l  budge t  

a l loca t ions  mus t  be  made to  accommodate  the  un fo reseen  

c i rcumstances .  

  

Budge t  con t ro l  i s  e f fec t i ve  where  the  budge t  i s  respons ive  to  

the  f luc tua t ions  in  the  economy.  In  suppor t  o f  th i s  asser t ion  

Hanekom and  Thornh i l l  (1983 :178)  s ta te  tha t  budge t  con t ro l  

and  mon i to r ing  a l low fo r  per iod ic  co r rec t i ve  ac t ion  i f  the  

rea l i zed  resu l t s  dev ia te  f rom the  p lans .  I t  i s ,  the re fo re ,  

impera t i ve  to  no te  tha t  the  budge t  con t ro l  func t ion  i s  ine f fec t i ve  

i f  the  budge t  i s  no t  adap ted  to  changed cond i t ions .  The  

month ly  expend i tu re  t rends  tha t  a re  ob ta ined  in  the  In -Year -

Mon i to r ing  mus t  be  used  by  the  p rov inc ia l  t reasury  fo r  

ad jus tment  budge ts  and  sh i f t i ng  o f  funds  to  Vo tes  tha t  requ i re  

add i t i ona l  fund ing .  I t  i s  i n  th i s  way  tha t  the  p rov inc ia l  t reasury  
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cou ld  be  observed  as  sens i t i ve  to  the  needs  and  p lans  o f  the  

p rov inc ia l  depar tments  in  de l i ve r ing  the  pub l i c  se rv ices .  The  

p rov inc ia l  t reasury  mus t  cons ider  a l l  reques ts  in  te rms  o f  the i r  

l ega l i t y  ra ther  than  concen t ra t ing  on  the  ab i l i t y  o f  p rov inc ia l  

depar tments  to  u t i l i ze  funds  as  ind ica ted  in  p rev ious  years ’  

f i gu res  and  budge t  base l ines .   

 

 
5 .2 .2 .1 .5 .  Equi ty  in  budget  process   
 
The ma jo r i t y  o f  the  respondents  ind ica ted  tha t  the  Eas te rn  

Cape Depar tment  o f  Educa t ion  does  no t  have  a  da tabase  fo r  

s tuden ts  who  a re  unab le  to  pay  tu i t i on  fees  in  pub l i c  schoo ls  

and  as  such  the  depar tment  does  no t  re imburse  those  schoo ls .  

Th is  means  tha t  the  a l loca t i ve  func t ion  o f  the  p rov inc ia l  

t reasury  has  no t  reached  the  d is t r ibu t ion  impera t i ve .  In  o ther  

words ,  the  ma in tenance  o f  the  schoo ls  in  the  poor  commun i t ies  

i s  in  a  s ta te  o f  d i lap ida t ion  as  the  schoo l  fees  a re  used  par t l y  

fo r  ma in tenance  and  c lean ing  in  the  pub l i c  schoo ls .  The  

p rov inc ia l  t reasury  mus t  ensure  tha t  pub l i c  funds  a re  

d is t r ibu ted  fa i r l y  to  a l l  commun i t ies  accord ing  to  p re fe rences  

and  demands  o f  the  c i t i zens .  I t  i s  impera t i ve  tha t  pub l i c  

schoo ls  in  the  poor  commun i t ies  mus t  be  funded  in  the  

p rov inc ia l  budge t  i f  equa l  d is t r ibu t ion  o f  f i nanc ia l  resources  i s  

to  be  ach ieved .  I n  suppor t  o f  th i s  no t ion  Premchand,  (1983 :69)  

and  Musgrave  and  Musgrave ,  (1989 :11)  asser ted  tha t  f i sca l  

po l i cy  requ i res  an  e f fec t i ve  budge ta ry  p rocess  tha t  i n tegra tes  

economic ,  s tab i l i za t ion  and  d is t r ibu t ion  impera t i ve  ana lys is .  

Th is  i s  an  a t tempt  to  p reven t  the  tempta t ion  where  s tab i l i za t ion  

func t ion  tends  to  overshadow economic  a l loca t ion  and  the  

d is t r ibu t ion  impera t i ve .     
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5.2 .2 .1 .6 .  Economy in  budget  process  
 

As  regards  the  e f fec t  o f  the  budge t  a l loca t ion  to  educa t ion ,  the  

ma jo r i t y  o f  respondents  ind ica ted  tha t  the  Eas te rn  Cape 

Depar tment  o f  Educa t ion  and  the  p rov inc ia l  t reasury  do  no t  

have  the  s ta t i s t i cs  o f  s tuden ts  who  qua l i f y  in  the i r  ca reers  a f te r  

leav ing  pub l i c  schoo ls .  The  ma jo r i t y  o f  the  respondents  

ind ica ted  as  we l l  tha t  mos t  mat r i cu lan ts  who  leave  pub l i c  

schoo ls  w i thou t  te r t ia ry  en t ry  ce r t i f i ca tes  do  no t  ge t  

emp loyment .  There  i s  a  need  to  in t roduce  a  mon i to r ing  dev ice  

to  measure  the  number  o f  s tuden ts  who  success fu l l y  f i n i sh  

te r t ia ry  leve l  a f te r  l eav ing  pub l i c  schoo ls .  I t  i s  a l so  impera t i ve  

to  measure  the  con t r ibu t ion  o f  the  schoo l  leavers  and  te r t ia ry  

leve l  l eavers  to  the  economy to  de te rmine  the  incen t i ve  to  

spend  and  manage pub l i c  funds  e f f i c ien t l y  and  e f fec t i ve ly .  In  

suppor t  o f  th i s  perspec t i ve  Musgrave  and  Musgrave  (1989 :11)  

asser t  tha t  the re  i s  a  need  fo r  ba lanc ing  equ i t y  and  e f f i c iency  

ob jec t i ves  to  ensure  e f fec t i ve  budge t  con t ro l  measures .  B lack  

e t  a l .  (2003 :301)  make  re fe rence  to  un i fo rm i ty  in  the  

red is t r ibu t ion  o f  i ncome among p rov inces  to  accompl i sh  

e f fec t i ve  budge t  con t ro l .  Accord ing  to  th i s  perspec t i ve ,  l ower  

income earners  can  move  away  f rom prov inces  w i th  poor  

d is t r ibu t iona l  impera t i ves  to  those  p rov inces  w i th  be t te r  

d is t r ibu t iona l  pos i t i ons .   The  per fo rmance  measurements  o f  the  

ou tpu t  o f  the  p rov inc ia l  budge t  on  educa t ion  in to  the  economy 

a re  requ i red  i f  budge t  con t ro l  i s  to  be  p roper l y  ach ieved .  

 

5.2 .2 .2 .  F isca l  d isc ip l ine  
 
The imp lementa t ion  o f  budge t  con t ro l  depends  on  the  fa i r  

a l l oca t ion  o f  f i nanc ia l  resources .  The  ma jo r i t y  o f  the  
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respondents  ind ica ted  tha t  the  p rov inc ia l  t reasury  does  no t  

g ive  the  Eas te rn  Cape Depar tment  o f  Educa t ion  the  leeway  to  

budge t  fo r  a  modera te  su rp lus .  The  p rov inc ia l  t reasury  mus t  

es tab l i sh  ru les  to  guard  aga ins t  undermin ing  f i sca l  d i sc ip l ine  

by  underes t imat ing  the  fu tu re  cos ts  o f  p rogrammes to  wh ich  

resources  a re  to  be  a l loca ted .  The  p rov inc ia l  t reasury  mus t  be  

invo lved  in  the  in i t i a l  s tages  o f  the  po l i c ies  to  de te rmine  

cur ren t  and  fu tu re  f i nanc ia l  imp l i ca t ions  and  f inanc ing  sources  

o f  po l i c ies .   

 

A  re la ted  concern  i s  tha t  depar tments  may  launch  p rogrammes  

w i th  low in i t i a l  cos ts  wh i le  bu i ld ing  in  inc reases  in  the  fu tu re  

budge ts  (Abed ian  and  B iggs ,  1998 :448) .  Wi th  f i sca l  d i sc ip l i ne  

depar tments  a re  requ i red  to  ba lance  the i r  budge ts .  The  

con t inuous  inc rease  o f  the  expend i tu re  w i thou t  checks  i s  

re fe r red  to  as  a  lack  o f  f i sca l  d i sc ip l ine  tha t  undermines  p roper  

budge t  con t ro l .  The  decen t ra l i sa t ion  o f  the  budge t  con t ro l  to  

p rov inc ia l  depar tments  does  no t  abso lve  the  p rov inc ia l  t reasury  

f rom the  respons ib i l i t y  o f  imp lement ing  e f fec t i ve  and  e f f i c ien t  

p rov inc ia l  budge t  con t ro l .   

 

On  the  s t reng th  o f  the  above  s ta tement  the  p rov inc ia l  t reasury  

mus t  ensure  tha t  the  accoun t ing  o f f i ce rs  o f  p rov inc ia l  

depar tments  accoun t  fo r  va r iances  fo r  month ly  over -

expend i tu res  o r  under -expend i tu res .  Th is  wou ld  enab le  

appropr ia te  ac t ion  to  be  taken  by  the  p rov inc ia l  t reasury  be fo re  

the  over -expend i tu re  o r  under -expend i tu re  i s  i r revers ib le .  I t  i s ,  

the re fo re ,  impera t i ve  to  no te  tha t  expend i tu re  tha t  i s  h igher  

than  the  budge t  mus t  be  on  p lanned  ac t i v i t y  i f  e f fec t i ve  budge t  

con t ro l  i s  to  be  ach ieved .  
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5 .2 .2 .3 .  Publ ic  f inancia l  organizat ion  
 
The ma jo r i t y  o f  the  respondents  i nd ica ted  tha t  the  p rov inc ia l  

t reasury  i s  re levan t  in  p lay ing  an  overs igh t  func t ion .  However ,  

the  management  approach  in  the  budge t  con t ro l  func t ion  i s  no t  

unders tood  a t  opera t iona l  l eve l .  In  tha t  scenar io  the  budge t  

con t ro l  i n  the  p rov ince  can  be  assoc ia ted  w i th  the  mach ine  

mode l  in  po l i cy  mak ing .  The  mach ine  mode l  assumes tha t  a  

c lea r l y  f o rmu la ted  p lan  backed  by  leg i t ima te  dec is ion  mak ing  

au thor i t y  con ta ins  the  ing red ien t s  fo r  i t s  own imp lementa t ion  

(C loe te  and  Wiss ink ,  2000 :175) .  Th is  i s  a  top  down approach  to  

budge t  imp lementa t ion  and  the  cause  fo r  concern  i s  tha t  the  

p rocess  h inders  commun ica t ion  o f  impor tan t  budge t  da ta  f rom 

the  s takeho lders .  

       “The  d isc re t ion  a t  the  lower  leve l  i s  no t  on ly  inev i tab le ,    

         bu t  a l so  i t  i s  necessary  for  po l i c ies  to  be  re inven ted             

         t o  f i t  the  loca l  needs”  (C loe te  and  Wiss ink ,2000 :169) .        

 

Tak ing  no te  o f  the  above  s ta tement ,  i t  i s  recommended tha t  the  

p rov inc ia l  t reasury  shou ld  take  in to  cons idera t ion  the  fac t  tha t  

the  mix tu re  o f  top -down and  bo t tom-up  approaches  in  the  

budge t  p rocess  i s  requ i red  i f  budge t  con t ro l  i s  to  be  improved .  

Th is  s tems f rom the  fac t  tha t  the  f ron t - l i ne  managers  a re  be t te r  

p laced  to  unders tand  the  p r io r i t i es  and  p re fe rences  o f  the  

c i t i zens .   

 

The  bo t tom-up  approach  seems to  bear  f ru i t  i f  t he  o f f i ce rs  a re  

comple te ly  t ra ined  to  per fo rm the i r  du t ies .  In  a  s im i la r  v iew i t  i s  

i nd ica ted  tha t  the  devo lu t ion  o f  powers  cou ld  p romote  

manager ia l  e f f i c iency  and  f ree  the  budge t  p rocess  fo r  po l i cy  

and  p rogramme dec is ions  (Abed ian  and  B iggs ,  1998 :449) .  The  
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prov inc ia l  t reasury ’s  key  ro le  wou ld  be  to  ensure  tha t  po l i cy  

changes  genera ted  by  the  t rade  o f f  sys tem in  p rov inc ia l  

depar tments  con fo rm to  government ’ s  f i sca l  no rms and  

s tandards  (Abed ian  and  B iggs ,  1998 :449) .  Accord ing  to  th i s  

v iew the  budge t  re fo rms in  Aus t ra l ia  fo l l owed a  bo t tom-up  

mode l  where  the  rea l loca t ion  o f  funds  i s  made by  sh i f t i ng  the  

in i t i a t i ve  fo r  po l i cy  in i t i a t ion  to  depar tments .   Depar tments  a re  

encouraged  to  in i t i a te  t rade  o f f s  among the i r  p rogrammes when 

they  in t roduce  new po l i c ies  w i t h in  budge t  cons t ra in ts  (Abed ian  

and  B iggs ,  1998 :449) .      

 

The  p rov inc ia l  t reasury  mus t  ensure  tha t  mon i to r ing  i s  an  

ind ispensab le  aspec t  o f  f i nanc ia l  management .  Budge t  con t ro l  

necess i t a tes  a  leve l  o f  mon i to r ing  by  the  p rov inc ia l  t reasury  as  

p rov inc ia l  depar tments  a re  requ i red  to  repor t  i ncome and  

expend i tu re  i ssues  in  te rms sec t ion  38(1 ) (g )  and  sec t ion  40  o f  

the  PFMA,  1999  (Ac t  1  o f  1999)  as  amended by  Ac t  29  o f  1999 .  

I t  i s  necessary  to  mon i to r  the  ou tpu ts  as  we l l  as  to  eva lua te  the  

a l ignment  o f  the  po l i cy  w i th  the  s t ra teg ic  ob jec t i ves  (Abed ian  

and  B iggs ,  1998 :466) .  However ,  i n  p rac t i ce  the  In -Year -

Mon i to r ing  dev ice  by  the  p rov inc ia l  t reasury  on ly  measures  the  

inpu ts  in  each  p rogramme.  Th is  l im i t s  the  eva lua t ion  o f  the  

ou tpu ts  and  ou tcomes  o f  the  p rogrammes.  In  th i s  ins tance ,  i t  i s  

a  cha l lenge  to  l im i t  t he  leve l  o f  commi tments  as  the  focus  o f  

mon i to r ing  i s  on  inpu ts .  I t  i s  the  v iew o f  the  researcher  tha t  

bo th  inpu ts  and  ou tpu ts  shou ld  be  mon i to red  i f  the  p rov inc ia l  

t reasury  i s  to  be  e f fec t i ve  in  budge t  con t ro l .  

 

An  i ssue  tha t  se rves  as  a  h indrance  to  the  devo lu t ion  o f  

au thor i t y  i s  the  fac t  tha t  the  ma jo r i t y  o f  the  respondents  

ind ica ted  tha t  the  Eas te rn  Cape Depar tment  o f  Educa t ion  does  
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not  have  enough  personne l  w i th  f i nanc ia l  management  sk i l l s .  

The  budge t  con t ro l  func t ion  i s  mu l t i -d i sc ip l ina ry  in  na tu re .  I t  i s  

the  v iew o f  th i s  researcher  tha t  the  p rov inc ia l  t reasury  mus t  

ensure  tha t  pub l i c  f i nance  i s  a  mu l t i -d i sc ip l ina ry  f i e ld  ra ther  

than  jus t  an  accoun t ing  f i e ld .  I t  i s  though t  p ruden t  to  s ta te  tha t  

sound  pub l i c  f i nanc ia l  admin is t ra t ion  cou ld  be  accompl i shed  

when a  mu l t i -d i sc ip l ina ry  approach  i s  adop ted .  Un l i ke  in  the  

p r i va te  sec to r ,  du r ing  the  f inanc ia l  year  the  i tems o f  income 

and  expend i tu re  in  the  pub l i c  sec to r  may  r i se  so  h igh  tha t  

supp lementa ry  es t imates  a re  requ i red .  In  suppor t  o f  th i s  

con ten t ion  i t  i s  s ta ted  tha t  supp lementa ry  es t imates  may  take  

the  fo rm o f  reduc ing  ba lances  and  t rans fe r r ing  them to  the  

requ i red  budge t  Vo te  (Combs and  Jenk ins ,  1991 :132) .  The  

inac t i ve  s tance  tha t  i s  taken  by  the  p rov inc ia l  t reasury  when  

the  p rov inc ia l  depar tment  i s  over -expend ing  o r  under -spend ing  

i t s  budge t  i s  un lawfu l  i n  te rms o f  the  PFMA,  1999 (Ac t  1  o f  

1999) ,  as  amended by  Ac t  29  o f  1999 .   

 

5 .2 .2 .4 .  Budget  def ic i t  
 
A s ign i f i can t  number  o f  the  responden ts  ind ica ted  tha t  the  

p rov inc ia l  t reasury  i s  unab le  to  e f fec t i ve ly  mon i to r  the  cash  

f low requ is i t i ons  o f  the  Eas te rn  Cape Depar tment  o f  Educa t ion .  

Th is  i s  an  ind ica t ion  o f  the  fac t  tha t  the  p rov inc ia l  t reasury  i s  

loose  on  budge t  con t ro l  and  depar tments  a re  no t  compl ian t  w i th  

the  pub l i c  f i nanc ia l  p resc r ip ts .  The  MTEF budge t ing  sys tem 

requ i res  a  c lear  ou t l i ne  o f  the  cash  f low requ i rements  as  we l l  

as  a  co r respond ing  serv ice  de l i ve ry  f l ow fo r  each  depar tment  

up- f ron t  (Abed ian  and  B iggs ,  1998 :461) .  The  D iv is ion  o f  

Revenue  Ac t  (DORA)  s ta tes  tha t  each  p rov inc ia l  depar tment ’ s  

cash  f low requ i rements  mus t  be  made in  Apr i l  f o r  the  who le  
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f i nanc ia l  year .  The  p rov inc ia l  t reasury  shou ld  ensure  tha t  the  

cash  f low requ i rements  accompany  c lear l y  s ta ted  ou tpu ts  i f  

e f fec t i ve  budge t  con t ro l  i s  to  be  ma in ta ined .  The  week ly  and  

month ly  cash  f low requ i rements  shou ld  be  submi t ted  by  each  

depar tment  in  o rder  to  ensure  tha t  even  ins ign i f i can t  va r iances  

in  the  annua l  cash  f low requ i rements  a re  covered .   

 

However ,  the  p rov inc ia l  t reasury  i s  unab le  to  con t ro l  the  

var iances  because  i t  does  no t  have  the  f inanc ia l  imp l i ca t ions  o f  

po l i c ies .  Pub l i c  po l i c ies  have  lega l  en t i t l ements  wh ich  the  

p rov inc ia l  t reasury  i s  unaware  o f  dur ing  the  budge t  a l loca t ion .  

The  unp lanned  pub l i c  deb t  con t inues  to  g row because  the  

p rov inc ia l  t reasury  i s  no t  sens i t i ve  and  respons ive  to  pub l i c  

po l i cy  f i nanc ia l  commi tments .  The  p rov inc ia l  admin is t ra t ion  

requ i res  a  p rov inc ia l  t reasury  tha t  has  f i r s t  hand  da ta  on  

po l i c ies  and  the i r  shor t ,  med ium and  long  te rm f inanc ia l  

imp l i ca t ions  i f  e f fec t i ve  budge t  con t ro l  i s  to  be  a t ta ined .  Las t  

bu t  no t  leas t ,  comp l iance  w i th  pub l i c  f i nanc ia l  p resc r ip ts  by  

p rov inc ia l  depar tments  is  a  p r imary  requ i rement  fo r  p reven t ion  

o f  a  budge t  de f i c i t .  

 

5.3 .  Conclus ion 
 
The purpose  o f  the  s tudy  was  to  exp lo re  the  e f fec t i veness  o f  

the  p rov inc ia l  t reasury  in  imp lement ing  a  s tab le  p rov inc ia l  

f i sca l  po l i cy  in  compl iance  w i th  na t iona l  f i sca l  ob jec t i ves  to  

enhance  e f fec t i ve  budge t  con t ro l .  

 

The  f ind ings  ind ica te  tha t  the  p rov inc ia l  t reasury  i s  fac ing  a  

cha l lenge  in  the  a l loca t ion  o f  scarce  f i sca l  resources .  Th is  has  

been  observed  to  be  as  a  resu l t  o f  the  nar row concep t ion  o f  
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t reasury  as  p rov id ing  accoun t ing  d isc ip l i ne  ra ther  than  the  

w ider  d isc ip l ina ry  na tu re  o f  t he  fu l l  t reasury  func t ion .  I t  i s  

impera t i ve  to  no te  tha t  fo r  the  MTEF to  bear  f ru i t  i t  mus t  be  

based  on  a  c red ib le  base-budge t  fo r  each  depar tment .  The  

budget  con t ro l  wou ld  be  e f fec t i ve  on l y  i f  the  p rov inc ia l  t reasury  

i s  f l ex ib le  in  the  a l loca t ion  o f  scarce  f inanc ia l  resources .  

 

Moreover ,  the  f i nd ings  ind ica ted  tha t  the  p rov inc ia l  t reasury  

was  ine f fec t i ve  in  persuad ing  the  Eas te rn  Cape  Depar tment  o f  

Educa t ion  to  imp lement  the  na t iona l  f i sca l  po l i cy  ob jec t i ve  o f  

ba lanc ing  the  income and  expend i tu re .  Th is  s tems f rom the  fac t  

tha t  the  f i nanc ia l  commi tments  o f  pub l i c  po l i c ies  a re  no t  co -

o rd ina ted  by  the  p rov inc ia l  t reasury  to  de te rmine  the  

opera t iona l ,  med ium and  long  te rm f inanc ia l  imp l i ca t ions .  S ince  

pub l i c  po l i c ies  have  lega l  en t i t l ements  the  p rov inc ia l  t reasury  

and  the  Depar tment  o f  Educa t ion  in  pa r t i cu la r  a re  unab le  to  

manage unchecked  commi tments .  

 

The  f ind ings  a lso  ind ica ted  tha t  the  p rov inc ia l  t reasury  and  the  

Eas te rn  Cape Depar tment  o f  Educa t ion  lack  capac i t y  fo r  

e f fec t i ve  imp lementa t ion  o f  budge t  con t ro l  measures .  The  

resu l t s  ind ica ted  tha t  the re  i s  a  dear th  o f  personne l  w i th  

f i nanc ia l  management  sk i l l s .  Th is  ra ises  ano ther  exc i t i ng  

ques t ion  whe ther  the  ama lgamat ion  o f  the  fo rmer  

admin is t ra t ions  f rom 1994  was  imp lemented  e f fec t i ve ly  and  

e f f i c ien t l y  in  o rder  to  ma in ta in  va lue  fo r  money  in  se rv ice  

de l i ve ry .  The  dear th  o f  pe rsonne l  w i th  f inanc ia l  management  

sk i l l s  i s  a  cha l lenge  to  the  who le  ques t ion  o f  devo lu t ion  o f  

powers  tha t  cou ld  be  embarked  upon  in  o rder  to  ‘ l e t  the  

managers  manage ’  env isaged  in  the  imp lementa t ion  o f  the  

PFMA,  1999 (Ac t  1  o f  1999) ,  as  amended  by  Ac t  29  o f  1999  and  
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the  T reasury  Regu la t ions .  The  dear th  o f  qua l i f i ed  personne l  

and  non-compl iance  w i th  the  f inanc ia l  l ega l  p resc r ip ts  by  

p rov inc ia l  depar tments  a re  cha l lenges  the  p rov ince  needs  to  

overcome i f  e f fec t i ve  budge t  con t ro l  i s  to  be  ach ieved .    

 

In  add i t i on ,  the  f ind ings  showed tha t  the  p rov inc ia l  t reasury  i s  

ine f fec t i ve  in  tak ing  appropr ia te  measures  to  p reven t  de f i c i t  

spend ing .  I t  i s  no ted  tha t  the  In -Year -Mon i to r ing  Sys tem is  no t  

used  to  rec t i f y  s ign i f i can t  va r iances .  The  sys tem on ly  focuses  

on  spend ing  pa t te rns  ra ther  than  serv ices  de l i ve red .  The  

inc lus ion  o f  se rv ices  de l i ve red  and  to  be  de l i ve red  wou ld  

enab le  the  p rov inc ia l  t reasury  to  measure  commi tments .   

 

F ina l l y ,  i t  i s  a l so  a  cha l lenge  tha t  the  budge t  i s  i r respons ive  to  

the  f luc tua t ions  in  expend i tu re  t rends .  I t  i s ,  the re fo re ,  th rough  

an  ad jus tment  budge t  tha t  the  budge t  de f i c i t  can  be  a l lev ia ted .   

I t  i s  impera t i ve  tha t  the  cash  f low fo recas ts  and  the  causes  o f  

va r iances  be  ac ted  upon  i f  budge t  de f i c i t  and  pub l i c  deb t  a re  to  

be  e f fec t i ve ly  managed to  enhance  budge t  con t ro l .                                 
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- - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - -  

 

Dear  Madam/  S i r  

 

PUBLIC F INANCIAL ADMINISTRATION :  BUDGET CONTROL 
FUNCTION 
I  am a  mas te r ’ s  degree  s tuden t  a t  the  Ne lson  Mande la  

Met ropo l i tan  Un ive rs i t y .  I  am in  the  p rocess  o f  work ing  towards  

f ina l i sa t ion  o f  my  research  t rea t i se .  I  wou ld  apprec ia te  your  

ass is tance  in  comp le t ing  the  a t tached  ques t ionna i re .   The  

ques t ionna i re  enqu i res  abou t  the  budge t  con t ro l  func t ion  in  

your  work ing  env i ronment  par t i cu la r l y  in  the  p rov inc ia l  

depar tment  o f  educa t ion .  Your  response  to  the  ques t ionna i re  

w i l l  be  t rea ted  as  con f iden t ia l .   I  assure  you  tha t  your  iden t i t y  

w i l l  no t  be  revea led  and  you  shou ld  no t  re f lec t  your  name in  

the  ques t ionna i re .  

 

Your  co -opera t ion  w i l l  be  h igh ly  apprec ia ted .  

 

- - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - -  

M.H. Kalashe   

Raymond Mhlaba Institute of  Publ ic 

Administration and Leadership :   

Nelson Mandela Metropol itan University 



                                                                                                                  APPENDIX- 2                               

                                                QUESTIONNAIRE 

 

K ind ly  answer  a l l  ques t ions  by  t i ck ing  the  space  in  the  empty  

box  tha t  bes t  descr ibes  yourse l f ,  a t t i t ude  and  knowledge  o f  

your  work ing  env i ronment .  I  thank  you  fo r  your  va luab le  t ime 

and  ass is tance .   

  

1 .Gender                               

                                                                            

Ma le    1  

Female   2  

 

 

2 .  Wh ich  depar tment  do  you  work  in  ?                                          

P rov inc ia l  t reasury   1  

Depar tment  o f  Educa t ion   2  

S ta te  your  h ighes t  qua l i f i ca t ion                          

 S td  10 /  Mat r i c   1  

Degree  /D ip loma  2  

Honours   3  

Mas te r ’ s  degree   4  

PhD  5  

 

 

 

 

 

 

 

P lease  s ta te  your  rank                     

                                                                                                            

S ta te  Accoun tan t   1  

F inanc ia l  Admin is t ra t ion  

Of f i ce r  

 2  

Ass is tan t  D i rec to r   3  

Depu ty  D i rec to r    4  

D i rec to r  and  above    5  
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5.1 .  ALLOCATIVE EFFICIENCY 
    

 P lease  t i ck  your  response  to  the  ques t ions  be low           

  

5.1 . (a )  L INE ITEM BUDGETING  STATEMENT 

Y
E

S
 

N
O

 

D
O

N
’T

 

K
N

O
W

5 . 1 .1 .  A re  max imum l im i ts  se t  fo r  the  purchase  o f  i t ems in  

the  p rov inc ia l  Depar tment  o f  Educa t ion  budge t  fo r   

p rogrammes?   

   

5 .1 .2 .  A re  funds  p rov ided  d ive r ted  fo r  o ther  purposes  

w i thou t  the  approva l  o f  the  leg is la tu re?  

   

5 .1 .3 .  Does  the  inc rease  o f  the  es t imates  o f  expend i tu re  

depend on  the  inc rease  in  in f la t ion?   

   

5 .1 .4 .  Does  the  Depar tment  o f  Educa t ion  o f  the  Eas te rn  

Cape  app ly  fo r  au thor i t y  fo r  ro l l -over  o f  funds  f rom the  

p rov inc ia l  t reasury?  

   

5 .1 .5 .  Do  p rov inc ia l  t reasury  and  depar tmenta l  o f f i c ia l s  

es tab l i sh  the  ex ten t  o f  the  government  ac t i v i t i es  and  

ta rge ts  to  be  rea l i zed?   

   

5.1 . (b )  PLANNING,  PROGRAMMING BUDGETING 
SYSTEM 
                       

   

5 .1 .6 .  A re  you  invo lved  in  the  eva lua t ion  o f  the  feas ib i l i t y  

s tud ies  fo r  ex is t ing  and  new p rogrammes to  de te rmine   

the i r  p ro f i tab i l i t y  i n  te rms  o f  bene f i t  to  soc ie ty?   

 

 

 

 

 

 

5 .1 .7 .  Does  the  p rov inc ia l  Depar tment  o f  Educa t ion  have  

a  da tabase  o f  par t - t ime  /  temporary  educa to rs?   
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5 .1 .8 .  Can  the re   be  an  a l loca t ion  in  the  budge t  o f  the  

p rov inc ia l  Depar tment  o f  Educa t ion  w i thou t  be ing  in i t i a ted  

by  i t?  

   

5 .1 .9 .  Does  the  p rov inc ia l  Depar tment  o f  Educa t ion  

budge t  fo r  the  p rev ious  year ’ s  commi tments  such  as  leave  

g ra tu i t i es?  

   

5 .1 . (c )  ECONOMIC GROWTH    
         

   

5 .1 .10 .  Do  the  depar tment  and  the  p rov inc ia l  t reasury  

have  the  s ta t i s t i cs  o f  the  s tuden ts  who even tua l l y  qua l i f y  

in  the i r  ca reers  a t  te r t ia ry  leve l  a f te r  leav ing  pub l i c  

schoo ls?  

 

   

5 .1 .11 .  Do  the  ma jo r i t y  o f  mat r i cu lan ts  genera l l y  ge t  

emp loyed  a f te r  leav ing  pub l i c  schoo ls?   

   

5 .1 .12 .  I f  no  to  5 .1 .11 ,  do  the  depar tment  and  the  

p rov inc ia l  t reasury  meet  o ther  s takeho lders  to  ensure  tha t  

t ra in ing  i s  o f fe red  to  schoo l  l eavers  so  as  to  be  

emp loyab le?   

   

5 .1 .13 .  Do  the  p rov inc ia l  Depar tment  o f  Educa t ion  and  

the  p rov inc ia l  t reasury  cons ider  a  v iab le  op t ion  l i ke  

techn ica l  educa t ion  ra ther  than  p roduc ing  pub l i c  schoo l  

l eavers  w i thou t  te r t i a ry  leve l  en t ry  ce r t i f i ca tes?    
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To  what  ex ten t  do  you  agree  o r  d isagree  w i th  the  fo l low ing  

s ta tements .  Mark  w i th  an  X  

 

 STATEMENT

S
T

R
O

N
G

L
Y

A
G

R
E

E

A
G

R
E

E
 

U
N

D
E

C
ID

E

D
IS

A
G

R
E

E

S
T

R
O

N
G

L
Y

 

D
IS

A
G

R
E

E

5 .1 .14 .  The  p rov inc ia l  t reasury  ensures  tha t  

the  p rov inc ia l  Depar tment  o f  Educa t ion  i s  

imp lement ing  e f fec t i ve  f i nanc ia l  p lann ing .   

 

 

 

 

 

 

 

 

 

 

5 .1 .15  The  mu l t i - year  budge t  i s  imp lemented  

by  the  p rov inc ia l  t reasury  as  ano ther  

inc rementa l  mode l  o f  budge t  con t ro l .  

     

5.1 . (d )  ZERO  BASE BUDGETING 
 

     

5 .1 .16 .  The  p rov inc ia l  t reasury  i s   i nvo lved  in  

the  ana lys is  and  eva lua t ion  o f  a l l  p rogrammes 

to  ensure  the  need  fo r  the i r  ex is tence  in  the  

Depar tment  o f  Educa t ion  

 

 

 

 

 

 

 

 

 

 

5 .1 .17 .  The  p rov inc ia l  t reasury   ass is ts  the  

p rov inc ia l  Depar tment  o f  Educa t ion  in  

de te rmin ing  the  fund ing  p r io r i t i es .   

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

5 .1 .18 .  A l l  p rogramme managers  a t  a l l  l eve ls  

and  d is t r i c ts  o f  the  p rov inc ia l  Depar tment  o f  

Educa t ion  con t r ibu te  to  the  budge t ing  p rocess .  

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 130



5.1 .19 .  The  p rogramme managers  in  the  cos t  

cen t res  o f  the  p rov inc ia l  Depar tment  o f  

Educa t ion  a re  adv ised  o f  budge t  cu ts  by  

p rov inc ia l  t reasury .    

     

5 .1 .20 .  Sa t i s fac to ry  exp lana t ions  a re  p rov ided  

to  the  Depar tment  o f  Educa t ion  when  the  

p rov inc ia l  t reasury  in t roduces  budge ts .  

 

 

 

 

 

 

 

 

 

 

 

5 .1 .21 .  The  p rov inc ia l  t reasury  i s  e f fec t i ve  in  

ensur ing  tha t  the  p rogrammes and  ac t i v i t i es  

tha t  a re  no t  budge ted  fo r  a re  no t  imp lemented  

by  the  p rov inc ia l  Depar tment  o f  Educa t ion .   

     

 

5.1 . (e )  STABIL IZATION FUNCTION 
 

     

5 .1 .22 .  The  p rov inc ia l  t reasury  p rov ides  the  

Depar tment  o f  Educa t ion  w i th  add i t i ona l  

fund ing  th rough  an  ad jus tment  budge t  i f  t he re  

i s  l i ke ly  over -expend i tu re .  

 

 

 

 

 

 

 

 

 

 

 

5 .1 .23 .  The  p rov inc ia l  t reasury  u t i l i zes  the  In -

Year -Mon i to r ing  ( IYM)  to  mon i to r  the  

p rogrammes o f  the  p rov inc ia l  Depar tment  o f  

Educa t ion  to  ob ta in  funds  fo r  o ther  

p rogrammes  tha t  mus t  be  imp lemented .   

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

5 .1 .24 .  Budge t  con t ro ls  imp lemented  a t  

p rov inc ia l  l eve l  a re  loose  thus  the  p rov inc ia l  

Depar tment  o f  Educa t ion ’s  spend ing  inc reases  

a t  a  ra te  h igher  than  schedu led  o r  expec ted .  

 

 

 

 

 

 

 

 

 

 

5.1 . ( f )  D ISTRIBUTION   FUNCTION          
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5 .1 .25 .  The  Depar tment  o f  Educa t ion  ho lds  a  

da tabase  o f  lea rners   who  a re  unab le  to  pay  

tu i t i on  fees  a t  pub l i c  schoo ls .  

     

5 .1 .26 .  The  depar tment  makes  p rov is ion  in  the  

budge t  fo r  the  re imbursement  o f  those  pub l i c  

schoo ls  tha t  reg is te r  lea rners   f rom poor  

commun i t ies .   

 

     

 

 

   To  wha t  ex ten t  do  you  agree  o r  d isagree  w i th  the  fo l low ing  

s ta tements :  

 

 

 

5.2  F ISCAL DISCIPLINE 
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5 .2 .1 .  The  p rov inc ia l  Depar tment  o f  

Educa t ion  spend ing  shou ld  be  equa l  to  

the  a l loca ted  revenue  a t  a l l  t imes .  

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

5 .2 .2 .  The  p rov inc ia l  t reasury  a l lows  the  

p rov inc ia l   Depar tment  o f  Educa t ion  the  

leeway   to  budge t  fo r  a  modera te  su rp lus   

 

 

 

 

 

 

 

 

 

 

 

 

 

 

5.3  CONTROL FRAMEWORK 
 

 

 

   

 

 

 

5 .3 .1 .  The  ex is tence  o f  the  p rov inc ia l  

t reasury  i s  c ruc ia l  i n  p lay ing  a  cons tan t  

overs igh t  ro le .   

     

5 .3 .2 .  P rov inc ia l  t reasury  shou ld  ex is t  to  

rece ive  taxes  f rom depar tments  and  an  
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equ i tab le  share  f rom na t iona l  t reasury .       

5 .3 .3 .  The  p rov inc ia l  t reasury  shou ld  

cen t ra l i ze  payment  func t ions .  

 

 

 

 

 

 

 

 

 

 

5 .3 .4 .  The  p rov inc ia l  Depar tment  o f  

Educa t ion  has  enough  personne l  w i th  

f i nanc ia l  admin is t ra t ion  sk i l l s .  

     

 

5.4    MANAGEMENT PROCESS  
 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

5 .4 .1 .  The  p rov inc ia l  Depar tment  o f  

Educa t ion  compl ies  w i th  the  Pub l i c  

F inance  Management  Ac t ,  1999  in  

expend i tu re  management .  

 

 

 

 

 

 

 

 

 

 

5 .4 .2 .The  p rov inc ia l  t reasury  i s  a lso  

requ i red  to  approve  the  p rov inc ia l  

Depar tment  o f  Educa t ion ’s  s t ra teg ic  p lan .  

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

5 .4 .3 .  The  p rov inc ia l  Depar tment  o f  

Educa t ion  has  c lear  p rocedures  fo r  

quar te r l y  repor t ing  to  the  execu t ing  

au thor i t y .  

     

 

 

5.5 .  NATURE OF CONTROLS 
 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

5 .5 .1 .  The  type  o f  con t ro l  by  p rov inc ia l  

t reasury  i s  tha t  o f  cease less  mon i to r ing  o f   

spend ing .    
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5.5 .2 .  The  type  o f  con t ro l  by  p rov inc ia l  

t reasury  i s  tha t  o f  pe rsuad ing  the  

depar tment  to  accep t  the  economic  po l i cy  

ob jec t i ves  o f  a  ba lanced  budge t .  

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

5.6 .  PUBLIC DEBT AND BUDGET 
DEFICIT  

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 5 .6 .1 .  The  p rov inc ia l  t reasury  e f fec t i ve ly  

mon i to rs  the  accuracy  o f  the  cash  f low  

requ is i t i ons  f rom the  p rov inc ia l  

Depar tment  o f  Educa t ion .        

     

5 .6 .2 .  The  depar tment  and  the  p rov inc ia l  

t reasury  e f fec t i ve ly  and  e f f i c ien t l y  ensure  

tha t  the  p rev ious  f inanc ia l  year ’ s  

commi tments  a re  no t  pa id  in  the  cur ren t  

budge t  w i thou t  add i t i ona l  fund ing .   
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