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ABSTRACT

The focus of this study was to ascertain whether public schools in Mopani district
accounted properly for the finances they were entrusted with. The aspect of
accountability is one of the key principles of good governance that the South African
government, through the constitution, and legislation like the Public Finance
Management Amendment Act (No. 29 of 1999) continues to promote. Financial
accountability at schools is becoming a more serious issue in view of the fact that
government has assumed responsibility for funding schools from public revenue. Since
the revenue is derived from taxpayers’ money, it is only logical that financial

accountability be enforced.

In this study, financial accountability was conceptualised as a three-phase process. The
first phase sought to find out whether the schools presented formal financial statements
and reports to structures such as the School Governing Body, parents and circuit offices.
The second phase of financial accountability related to the assessment of the reports
submitted by schools, to establish their correctness and reliability. Assessment could be
by way of parents’ engaging with the reports in a meeting or by auditing. The last phase
of financial accountability was about the provision of feedback. Here it was established
whether action was taken against schools which did not present reports or whether those

that presented reports were given some kind of feedback.

Based on a sample of 358 parents, 149 schools and 24 education officials, it emerged that
although a significant percentage of schools complied with financial reporting
prescriptions; the state of assessment of financial reports was deficient. A report which is
not assessed is worse than no report. The results also indicated that feedback was not
given to schools. Recommendations aimed at improving the financial accountability of

the schools were made at the end of the study.
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APPENDIX A

P.0.BOX 379
TZANEEN
0850
29/03/2007

Sir/Madam
RE : REQUEST FOR INTERVIEW
I am a student in the Master of Public Administration (MPA) programme at the

University of Limpopo - Turfloop Graduate School of Leadership. I am currently

involved in research in the area of school finances. My topic is ‘Evaluation of financial

accountability in Mopani District public schools of Limpopo Province: South Africa

District’
I will immensely appreciate it if you can sacrifice a few minutes of your time to respond
to the questionnaire. Should you be interested, 1 am willing to share the results of my

research with you after finishing. The exercise is purely for academic purposes and all

information provided will remain confidential. Anonymity is as well assured.

Sincerely

MAHLANE P.E (MR)
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APPENDIX B

TO BE ANSWERED BY PUBLIC SCHOOL

| Local Municipality |

Interview/questionnaire guide:
e Please read the question and mark the applicable response with a cross (X)
e Do NOT write the name of the school
e The information will remain confidential and anonymity is assured

1. Does the school prepare an annual budget?

Yes

sometimes

does not prepare

2. How do you rate parents’ attendance (turn up) of meetings to discuss school
finances?

less than 20 %

between 20% and 49%

between 50% and 70%

above 70%

not applicable

3. How long does the discussion of school finances normally take in parents
meetings?

less than 30 minutes

between 30 minutes and 1 hour

above 1 hour

not applicable

other(please specify)

4. How often are financial reports given to SGB?

once every month

once every quarter

once every year

other(please specify)

no report is given(indicate why, if you desire to)

5. Isthere any internal audit of school finances?

Yes

No

Other (specify)
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6. Do external auditors/qualified persons annually audit the financial records of the

school?

Yes

No (indicate why, if you want to)

7. Indicate the kind(s) of financial reports presented to parents

unaudited financial statements prepared by the school

audited financial statements

both audited and unaudited financial statements

none(indicate why, if you so wish)

other(please specify)

8. Indicate the kind of reports presented to the education authorities

unaudited financial statements prepared by the school

audited financial report

both audited and unaudited reports

no submission is made (indicate why, if you wish to)

other(please specify)

9. How many incidents of improper use of funds did the SGB/School handle during

the past three years at your school?

between one and three

above three

none

10. How often does the school carry out stock taking of school property?

once or more annually

at random periods

not done

Comment(s)
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APPENDIX C

TO BE ANSWERED BY A PARENT OF A LEARNER AT A PUBLIC SCHOOL

| Local municipality |

Interview/questionnaire guide:
e Please read the question and mark the applicable response with a cross (X)
e The information will remain confidential and anonymity is assured

1. How are you informed about the funds received/collected by the school?

through a letter/circular

through verbal presentation of financial report during meeting

copies of financial report handed out during parents meeting

not interested

not informed

other(please specify)

-~

2. How often do you attend meetings to discuss finances at the school

once a year

twice or more in a year

not interested

cannot attend because | am not invited

want to attend but do not have time

do not attend

other(please specify)

3. How are you informed about expenses incurred by the school?

by circular/letter to parents

verbal presentation of financial report in parents meeting

copies of financial report handed out during parents meeting report

not interested

not informed

other(please specify)

4. Inyour view, is the property of the school properly used for educational
purposes?

yes

no

partially

do not know

ANY Other COMMENT(S) ... . e eee ettt e e e e e e e e
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APPENDIX D

TO BE ANSWERED BY EDUCATION AUTHORITIES

Office

Today’s Date

Interview guide:

e Please read the question and mark the applicable response with a cross (X)
e The information will remain confidential and anonymity is assured

1. What kind of financial reports are normally submitted by schools to your office?

Unaudited financial statements compiled by the school

Audited financial statements

performance reports

Schools have not been directed to submit reports

no reports submitted

Other(specify)

2. What kind of action is taken against schools which fail to submit annual financial

report?

no action taken

financial inspectors/auditors send to inspect/audit

keep on reminding the school

schools not directed to submit financial reports

some other action is taken (please specify)

3. Canyou indicate the kind of feedback that the department normally gives to the

school after receipt of the financial report?

Acknowledge receipt

conduct further investigations/inspection

visit the school

no feed back given

not applicable because schools do not send reports

Other(please specify)

4. Can you estimate the number of reported incidents on the improper use of funds

at schools in your jurisdictional area over the past three years?

none

less than three

between three and five

above five

incidents are there but not discovered

incidents are there but not reported
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5. Can you indicate the kinds of disciplinary action/s taken for improper use of funds

at schools over the past three years?

transfer

dismissal

warning/reprimand

demotion

repayment of moneys

conviction by court of law

community service

no disciplinary action

other(please specify)

6. How many employees of your office check the annual financial reports for each

school?

one

two or more

none

not applicable

ANY COMMENT. .. ..o e e
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APPENDIX E

Tel: 083 7694885
015-307 7788

The Head

Department of Education
Private Bag X 9489
POLOKWANE

REQUEST FOR PERMISSION TO CONDUCT RESEARCH

P.O. Box 379
TZANEEN
0850
03/04/2007

I am a student at the University of Limpopo in the Master of Public Administration
programme. | intend conducting research on the subject ‘Evaluating the financial
accountability of public schools in Mopani District: Limpopo Province, during the course

of this year, 2007.

The process will involve interviewing some school authorities and education officials as
well as analyzing certain departmental documents on school finances. Your consent

regarding the above will be highly appreciated.

I undertake to abide by ethical principles that need to be observed when scientific
research is conducted. It will be my pleasure to share the results of my findings with your

office.

Sincerely

MAHLANE P.E (Mr.)

P.S. Please use the above telephone numbers when approval is ready. | will personally

come and collect the document from your office.











APPENDIX |

DATA SHEET
Table 4.1a : Responses by school authorities on financial reporting

sample |frequency [percent |valid %
Q1. Indicate the kind of financial reports presented to
parents/guardians
Unaudited finacial statements prepared school 149 7 4.7 4.8
audited finacial statements 149 129 86.6 87.8
both audited and unaudited reports 149 9 6.0 6.1
no presentation is made(indicate why) 149 0 0.0 0.0
other(specify) 149 2 1.3 1.4
(missing cases) 149 2 1.3
Q2. How often are financial reports given to SGB?
once every month 149 9 6.0 6.1
once every quarter 149 117 78.5 79.6
once a year 149 21 14.1 14.3
no report is given 149 0 0.0 0.0
other(specify) 149 0 0.0 0.0
(missing cases) 149 2 1.3
Q3. Indicate the kind of reports given to education authorities
unauditted statements prepared by the school 149 0 0.0 0.0
audited finacial reports 149 89 59.7 60.1
both audited and unaudited reports 149 0 0.0 0.0
no submission is made 149 59 39.6 39.9
other(specify) 149 0 0.0 0.0
(missing cases) 149 1 0.7
Q4. Does the school prepare an annual budget?
yes 149 149 100.0{f 100.0
no 149 0 0.0 0.0
do not prepare 149 0 0.0 0.0
(missing cases) 149 0 0.0 0.0
Q5.How often is stock taking carried out?
once or more annually 149 80 53.7 54.1
at random periods 149 30 20.1 20.3
not done 149 38 25.5 25.7
(missing cases) 149 1 0.7
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Table 4.1b: Responses by parents on presentation of financial reports by schools

sample |frequency [percent |valid %
Q1. How are you informed about expenses incurred by school?
by letter/circular 358 0 0.0 0.0
verbal presentation of finacial report in parents meetings 358 97 27.1 27.4
copies of reports handed out during presentation in meeting 358 14 3.9 4.0
not interested 358 12 3.4 3.4
not informed 358 213 59.5 60.2
other(specify) 358 18 5.0 5.1
(missing cases) 358 4 1.1
Q2. In your view, is property of school properly used?
no 358 58 16.2 16.5
yes 358 85 23.7 24.1
partially 358 111 31.0 31.5
do not know 358 98 27.4 27.8
(missing cases) 358 6 1.7
Table 4.1c : Responses by education authorities on the rendering of financial reports
sample |frequency [percent |valid %
Q. Indicate the rate of submission of annual financial reports by
schools
10% or less 24 16 66.7 66.7
between 11 and 29% 24 3 12.5 12.5
between 30 and 50% 24 2 8.3 8.3
between 51 and 70% 24 2 8.3 8.3
above 70% 24 1 4.2 4.2
(missing cases) 24 0 0.0
Table 4.2a Responses by schools on checking and evaluation of reports
sample |frequency [percent |valid %
Q1. How do you rate parents’ attendance of meetings ?
20 % or less 149 87 58.4 58.8
between 20 % and 49% 149 21 14.1 14.2
betwee 50% and 70% 149 36 24.2 24.3
above 70% 149 4 2.7 2.7
not applicable 149 0 0.0 0.0
(missing cases) 149 1 0.7
Q2. Are financial books audited by private external auditors?
yes 149 142 95.3] 97.3
no(indicate why) 149 4 2.7 2.7
(missing cases) 149 3 2.0

Q3. How many incidents of improper use of funds did the school
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handle during the past three years?
between one and three 149 2 1.3 1.4
above three 149 0 0.0 0.0
none 149 144 96.6 98.6
(missing cases) 149 3 2.0
Table 4.2b : Responses by parents assessing the checking and evaluation of reports
sample |frequency [percent |valid %
Q. How often do you attend meetings on school finances?
once a year 358 47 13.1 13.3
twice or more a year 358 79 22.1 22.3
not interested 358 6 1.7 1.7
cannot attend because | am not invited 358 9 2.5 2.5
want to attend but do not have time 358 194 54.2 54.8
do not attend 358 19 5.3 5.4
other(specify) 358 0 0.0 0.0
(missing cases) 358 4 1.1
Table 4.2c : Responses by education authorities on evaluation of financial reports
sample |frequency [percent |valid %
Q. Estimate incidents of improper use of funds at schools
over the past three years in your area of jurisdiaction
none 24 2 8.3 8.3
less than three 24 3 12.5 12.5
between three and five 24 0 0.0 0.0
above five 24 0 0.0 0.0
incidents are there but not reported 24 12 50.0 50.0
incidents are there but not discovered 24 7 29.2 29.2
(missing cases) 24 0 0.0
Table 4.3 : Evaluating action taken for non-compliance: resposes by education authorities
sample |frequency [percent |valid %
Q1. What kind of action is taken against schools which fail to
submit annual finacial reports?
no action is taken 24 22 91.7 91.7
financial inspectors sent to investigate 24 0 0.0 0.0
keep on reminding the school 24 2 8.3 8.3
some other action is taken (specify) 24 0 0.0 0.0
(missing cases) 24 0 0.0
0
Q2. What kind of feedback does the department give to schools
which submitted annual financial reports?
acknowledge receipt 24 6 25.0 25.0
conduct further inspection 24 0 0.0 0.0
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visit the school 24 0 0.0 0.0
no feedback is given 24 13 54.2 54.2
not applicable because schools do not submit 24 5 20.8 20.8
other(specify) 24 0 0.0 0.0
(missing cases) 24 0 0.0
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Table 4.2.1.2 : Types of financial reports prsented to parents

audited reports 87.8
unaudited reports 4.8
both audited and unaudited reports 6.1
other 1.4
Figure 4.2.1.2: Types of financial reports
presented to parents
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Figure 4.2.1.3: Frequency of presenting financial reports to SGB

monthly reports 6.1
guarterly reports 79.6
annual reports reports 14.3
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Figure 4.2.1.4: Types of financial reports presented to education authorities by schools

audited reports 60.1
unaudited reports 0
no submission made 39.9
other 0
Figure 4.2.1.4 : Rate of financial reports
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Figure 4.2.2.1 : Attendance of meetings by parents
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Figure 4.2.2.1(a): Rate at which parents
attend meetings at schools
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Figure 4.2.2.2 : Auditing of financial records of schools

records audited 97.3
records not audited 2.7
other 0

Figure 4.2.2.2: Percentage of schools where
financial records and statements are audited by
independent/private auditors
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Figure 4.2.2.3 : Stock taking

once or more annually 54.1
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Figure 4.2.2.3: Frequency of stock taking
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Figure 4.2.3.1: Action for non-compliance

no action taken 91.7
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Figure 4.2.3.1: Action taken against
schools not complying with reporting
prescriptions
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Figure 4.2.3.2: Feedback to schools which comply with reporting prescriptions

no feedback given 54.2
acknowledge receipt 25
not applicable 20.8
other 0

Figure 4.2.3.2: Type of feedback given to schools which
comply with reporting prescriptions
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Figure 4.2.2.1(b) : Attendance of meetings by parents
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Figure 4.2.1.1(b)Information on school expenses
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Figure 4.2.1.2(b): Method whereby
parents receive information on school
expenses
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Figure 4.2.1.1 : Preparation of annual budgets by schools
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Figure 4.2.2.4 : Incidents of improper use of funds
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CHAPTER ONE

INTRODUCTION AND GENERAL ORIENTATION

1.1 INTRODUCTION

This study intended to determine whether public schools effectively accounted for the
funds they were entrusted with. Public schools are heavily subsidised by the state from
public revenue. The focus of the study was on public schools in Mopani, one of the five
districts which form the Limpopo Province. In terms of section 195 of the constitution of
the Republic of South Africa, 1996, there must be accountability in all spheres of
government. The Public Finance Management Act (no. 29 of 1999) has, as its main
objective, the achievement of accountability, transparency, and sound management of
revenue, expenditure, assets and liabilities of the institutions to which the Act applies. The
South African Schools Act (No. 84 of 1996) obliges public schools to render financial
accountability to parents, school governing bodies and education authorities.

Financial accountability is an important area of public administration, and is aimed at
ensuring that the public, through their elected and appointed representatives, is thoroughly
informed about how funds in the custody of public institutions are utilised. The study
sought to establish whether schools presented financial reports to relevant bodies as
required by legislation. Of critical importance was whether the financial reports were
checked for reliability and correctness. An unassessed financial report may be worse than
no report. Public schools, like other government institutions, belong to the public. There
are institutions and individuals in civil society, which can legitimately demand

accountability from public schools.

The aspect of financial accountability deserves to be accorded top priority by government.
This is in view of the fact that large sums of funds are allocated to schools annually in the
form of grants. The media abounds in reports of mismanagement of funds in the public

sector. Financial accountability demonstrate whether public funds are properly utilised.

1.2 STATEMENT OF THE PROBLEM

In terms of section 34 of the South African Schools Act (No. 27 of 1996) the state has the
responsibility to fund public schools from public revenue on an equitable basis in order to
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ensure the proper exercise of the rights of learners to education and the redress of past
inequalities in the provision of education. In March every year the Minister of Finance
delivers an annual budget for the country where the Education Department normally gets
the lion’s share. A significant percentage of the Education allocation is apportioned to
schools. Annually, schools are provided with financial grants by the provincial department
to procure goods and services (capital and personnel expenditure excluded). Schools also
receive funds from a variety of other sources. The question is whether public schools
effectively accounted for the funds they received.

Reports on the misuse of funds at some schools are cause for concern. One newspaper
article with the heading “Principal arrested as kids and teachers watch” carried a report on
how a principal at a school in Greater Letaba Municipality had embezzled R17 000 in
school fees (Matlala & Mokoena, 2006:10). Another article in the same paper carried a
report on how the principal at a Lydenburg school had defrauded the school of about R300
000, which he had used to pay for his personal transport to work over a number of years.
Meanwhile Mati (2007:7) reports on how parents at Embekweni school in the Eastern
Cape demanded that two teachers leave their school for failing to present a financial report
to parents after a school tour. In yet another case, a report by the Standing Committee on
Public Accounts in Limpopo indicated that ordinary receipt books obtainable from
bookshops were used to collect revenue at one school in the Capricorn District instead of
the official receipt books. This practice created a situation where monies received could
not be properly accounted for (Standing Committee on Public Accounts, 2003:17).

The mismanagement of funds brought to the attention of the public in the above-mentioned
reports were in contravention of the provisions of the Public Finance Management
Amendment Act (No.29 of 1999), the South African Schools Act (N0.84 of 1996) and the
prescripts for the management of funds issued by the Limpopo Department of Education.
When financial discrepancies are unearthed, it could be due to the effectiveness of the
audit, inspection or evaluation of some sort.

1.3 RESEARCH QUESTIONS

The study was centred on the following three research questions:

1.3.1 Do public schools in Mopani comply with financial reporting prescriptions?

1.3.2 Are financial reports properly assessed?
1.3.3 Is feedback given to schools which comply and those which do not comply with
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reporting prescriptions?

1.4 THE HYPOTHESIS

The hypothesis in this study was that financial accountability was lacking among public

schools in the Mopani District.

1.5 OBJECTIVES OF THE STUDY

The objective of the study was to ascertain whether public schools accounted properly for
the funds which they received from the state in the form of grants. Financial accountability
of all public institutions is demanded by legislations such as the constitution of the
Republic of South Africa, 1996, the Public Finance Management Amendment Act (No.29
of 1999) and the South African Schools Act (No.84 of 1996). The study aimed at finding
out whether the education authorities assessed the reports which were presented by
schools. It is only when financial reports are thoroughly assessed that their intended
purpose can be discerned. Of importance also was whether action was taken against
schools that did not submit financial reports or schools whose reports were not in order,
and whether some kind of feedback was given to schools which complied with reporting

prescriptions.

1.6 MOTIVATION FOR THE STUDY

During his State of the Nation address on 3 February 2006, the President of South Africa,
Thabo Mbeki, announced that the state was discontinuing the payment of school fees by
children attending the poorest quintile of schools. This arrangement effectively meant that
the state will be entirely responsible for the financing of schools in the poorest quintile.
Grants given to schools are derived from taxes paid by the public. It is thus only proper
that the public should be informed on how their taxes are utilised by schools. Visser and
Erasmus (2002:324) state that taxpayers demand value for money and require
accountability from government officials in cases of mismanagement or inappropriate

spending of money.

It seems that scant attention is paid to the aspect of financial accountability at public
schools, despite the enormous amount of funds they are entrusted with. Although schools
are primarily concerned with education, it is important to note that even the educational
decisions they take have financial implications. One of the basic values and principles
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governing administration in public institutions in the new democratic dispensation in South
Africa is the principle of accountability. Section 195 (1) of the constitution of the Republic
of South Africa , 1996, states that public administration must be accountable. The
provisions of this Act apply to all organs of government, including schools. It is therefore
imperative that the issue of financial accountability by public schools be thoroughly

researched.

A significant portion of public funds go to schools as illustrated by the following table of
amounts allocated to schools in the Mopani District over a period of four years:

Payment of recurrent  Purchase of books and

YEAR costs, e.g. equipment scholastic stationery TOTAL
2003 R 7 million R23 million R 30 million
2004 R15 million R55 million R 71 million
2005 R18 million R69 million R 87 million
2006 R68 million R86 million R154 million

(Department of Education: Norms and standards of allocations for school funding, 2003,
2004, 2005 and 2006).

Considering that these figures represent allocations to schools in one out of five districts, it
is clear that enormous amounts are spent in the entire province and also in the country as a

whole.

1.7 SIGNIFICANCE OF THE STUDY

The importance of this evaluation research is twofold. Firstly, the research contributes
towards good governance in public institutions, focusing specifically on public schools.
Accountability is a key principle of good governance which is embraced by modern-day
South Africa through democratic and progressive prescripts like the constitution of the
Republic of South Africa, 1996, the Public Finance Amendment Act (No.29 of 1999) and
the South African Schools Act (N0.84 of 1996).

Secondly, the content of the study will be of benefit to all individuals and organisations
which play a role in education, public finance and governance in general. Schools in
particular will benefit as they will be able to realise where they are found wanting as far as
financial accountability is concerned. The findings of the study will assist the relevant
authorities to identify areas where intervention is necessary. Intervention may be by way of
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conducting workshops on financial accountability, or the authorities may find it necessary
to improve the various instruments of accountability. Financial accountability assists in
ensuring that resources are effectively and efficiently utilised and, most importantly,
contributes to the fight against corruption.

1.8 CLARIFICATION OF CONCEPTS

Evaluation research

Mouton (2005:158-162) distinguishes three categories of evaluation research, namely,
implementation evaluation research, outcome evaluation research and naturalistic
evaluation research. The approach in this study is implementation evaluation research
which, according to Mouton (2005:158), aims to answer the question of whether an
intervention programme, policy or strategy is properly implemented as designed. The study
will be evaluating whether the public schools render account as required by various
prescripts and norms.

Public school

A public school, as defined by section 12 of the South African Schools Act (No. 84 of
1996), refers to a school provided by a Member of the Executive Council (MEC) for the
education of learners, out of funds appropriated for this purpose by the provincial
legislature.

Accountability and financial accountability

In this study, accountability is conceptualised as a process — a three-phase process. The
first phase entail the presentation of financial reports, the second phase pertains to the
assessment of reports and the last phase deal with the giving of feedback, where praise or
blame is given for succeeding or failing to achieve results. This conceptualisation of
accountability is derived, though with slight modification, from the description given by
Stewart (in Law, 1999: 79). Stewart stated that accountability is made up of two parts, the
‘element of account” and the *holding to account’. The definitions of accountability and

financial accountability will be expanded in the forthcoming chapter on literature review.

The concepts ‘accountability’ and ‘financial accountability’ will be used interchangeably
in this study. The reason for the interchangeable use of the two concepts is that

5





accountability is an all-embracing concept. It is a concept which is contingent on the
context which gives rise to the accountability relationship. These contexts are many and
varied. It may refer to political accountability of politicians in government, legal
accountability of contracting parties, or professional accountability of practising doctors,
depending on the context of the study (Glynn & Murphy, 1996:127). This study is based
on the financial context of accountability, unless specified otherwise, hence the
interchangeable use of the concepts ‘accountability” and ‘financial accountability’.

1.9 ETHICAL CONSIDERATIONS

The Bill of Rights as enshrined in the constitution of the Republic of South Africa, 1996,
grants everyone the right to basic education, including adult basic education. In view of
this right, it would be improper to withdraw an educator from a class for the purpose of
attending to the survey. Suitable arrangements were made with the respondents to ensure
that classes were not interrupted.

The possibility that respondents might suspect that their positions may be jeopardised, or
the school be victimised in some way or another if there were responses which appeared
unfavourable could not be ruled out. This might have resulted in subconscious biases on
the part of respondents and data may have been manipulated to make the school look good.
To guard against this possibility the survey did not require the name of the respondent or
school, but only the cluster to which the school belonged. Babbie (1998:440) advises that
two important ethical norms to consider in the protection of the subjects’ interest and well-
being are anonymity and confidentiality. Anonymity relates to the protection of the
subject’s identity, and confidentiality is the assurance by the researcher that the
information given by the respondent will not be made public (Babbie, 1998:440-441).
From the onset, it was made clear that the exercise was purely for academic purposes and
that the information obtained would be retained by the researcher.

It was also indicated that participation in the survey would be voluntary. Respondents were
further informed that they were at liberty to withdraw from participation at any stage.

Babbie (1998:438) cautions that no one should be forced to participate in a survey.

1.10 DELIMITATIONS OF THE STUDY

The study did not cover independent schools. Independent schools also receive huge
financial subsidies from the state. These schools warrant a separate study at some stage.
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This study focused on external financial accountability only. The distinction between
external and internal accountability is clarified in chapter two, where related literature is
reviewed. Internal accountability is also an important area of control in public
administration and necessitates a separate study.

1.11 STRUCTURE OF THE STUDY
The study is structured as indicated below:
CHAPTER 1: INTRODUCTION AND GENERAL ORIENTATION
This chapter introduces the research topic and provides the background of the research
problem, and what the researcher sought to find out. The significance of the study is also
highlighted in this chapter.

CHAPTER 2: REVIEW OF RELATED LITERATURE

The chapter delves into the available body of knowledge to see how other scholars have
reported on aspects of financial accountability. The basis of financial accountability,

instruments of accountability and institutions that uphold accountability are discussed.
CHAPTER 3: RESEARCH DESIGN AND METHODOLOGY

The focus in this chapter is on the overall strategy for conducting the research and how the
hypothesis is tested. The population of the study, sampling method, data collection
methods and procedures are discussed.

CHAPTER 4: DATA ANALYSIS

Data analysis and interpretation are discussed in this chapter. The chapter make use
guantitative and qualitative measures to present the findings of the research.

CHAPTER 5: CONCLUSION AND RECOMMENDATIONS

Chapter five seeks to answer the questions: Was the hypothesis supported? Have the
research questions been adequately answered? What are the implications of the findings?





1.12 CONCLUSION

This opening chapter provided a background upon which the research work was premised.
What the researcher wanted to find out was spelled out in the statement of the problem and
the research questions. The enormous amounts of funds allocated to schools by
government, media reports on the abuse of funds at some public schools, and the apparent
negligible attention given to aspects of financial accountability at schools, are some of the
reasons that stimulated interest in undertaking research in this area. It was made clear that
financial accountability by public schools was not merely an option, but was demanded
through various pieces of legislations in the country. It was presumed that the study will
make a contribution towards the practical realisation of the principle of good governance in
public schools. The chapter concluded by presenting the structure which the rest of the

report was going to follow.





CHAPTER TWO

REVIEW OF RELATED LITERATURE

2.1 INTRODUCTION

This chapter provides a theoretical context upon which the evaluation of financial
accountability can be based. Majam and Theron (2006:608) caution that the literature
review should relate to the research problems of the study and must be logically structured.
The literature review in this study is organised into four parts, which characterise the
accountability process. The first part will describe the concept “accountability’ within its
financial context, its dimensions, and the institutions that uphold it. The second part deals
with the provision of or failure to provide information. The third part of the literature
review delves into the evaluation of the information provided or assessment of
performance. The fourth and last part focuses on the taking of action on the basis of the
evaluation or assessment. This completes the financial accountability loop.

2.2 THE CONCEPT ‘FINANCIAL ACCOUNTABILITY’

2.2.1 The meaning of accountability and financial accountability

According to Cloete(1995: 3) accountability means a duty to answer and report to a higher
authority, functionary or institution (in a democracy the highest authority is the people)
about the results obtained with the performance of one or more specific functions. This

definition of accountability is however, a simplistic one.

The widely-accepted meaning of accountability appears to be that which focuses on its
constituent elements. According to Stewart (in Law, 1999:79-80), accountability consists
of two parts, the ‘element of account’ and the ‘holding to account’. The element of account
refers to the need for information, including the right to question and debate that
information as a basis for forming judgments. When an account is given of performance,
information is provided which may be written or verbal, formal or informal and may or

may not be governed by strict rules.

The second part of accountability, the element of holding to account, appears to be the one
that is lacking in many organisations. This component of accountability refers to the
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meting out of sanctions in cases where, according to the evaluation, the performance did
not meet the standard or some expectation (Law, 1999:80). Accountability involves more
than simply giving information or reports. The information when given, or the account
when rendered, is to be evaluated by a superior body, measured against some standard or
some expectation, and the difference noted. Praise or blame is then to be meted out or
sanctions applied. It is the coupling of information with its evaluation and application of
sanctions that gives accountability its full and meaningful sense in organisational usage
(Dunsire, as cited in Law, 1999:80).

More often, however, it is only the first part of accountability, the element of account,
which is adhered to in public organisations. Knipe (2001:271) maintains that there are
numerous cases of actions and instances of behaviour in the South African public service
that are unaccounted for this and further raises his concern that the extent to which
unaccounted-for practices has taken root is excessive. Very little is done to hold people to

account.

Accountability essentially serves three purposes. The first is to control the abuse and
misuse of public authority. The second is to provide assurance in respect of the use of
public resources and adherence to the law and public-service values. The third purpose
served by accountability is to encourage and promote learning in pursuit of continuous
improvement in governance and public management (Aucoin & Heintzman, 2000:45).

Financial accountability comes into play when financial support is given by way of grants.
The primary rule is that the government paying the subsidy or making the grant is entitled
to demand accountability for the spending of the money from the recipient organisation.
This rule is necessary because one of the primary tenets of democracy is that the taxing
authority, in this case the donor government, is directly responsible to the taxpayers-cum-
voters for the spending of public monies. It is the task of the government in whom the
taxing authority is vested to account for the spending of such monies in public
(Gildenhuys, 1993:185). Pauw, Woods, Van der Linde, Fourie and Visser (2002:29) also
mention that the rendering of account must show whether the use of resources was done

according to the wishes and to the benefit of the owners - the people.

Subsidies and grants, however, sometimes impinge on the autonomy of the beneficiary
institution to spend the money according to its own discretion. If no conditions are spelt
out on how and for what purpose the funds may be spent, mutual distrust may develop,
which can be detrimental to the activities of both government institutions. This exposition

10





by Gildenhuys (1993:185) is similar to the relationship that exists between the Department
of Education and the public schools. The Department provides grants to public schools to
manage aspects of their recurrent expenditure as prescribed by the South African Schools
Act (No. 84 of 1996). The Department would be acting within its rights to demand
accountability by schools on how their allocations have been expended.

Financial accountability in private organisations is less complex because the goals are
straightforward. The overriding motive in the private sector is the making of profit for the
shareholders. Management in the private sector will, therefore, focus on giving account of
profits and losses (Law, 1999:81).

In the public sector, people expect sound management of money entrusted to government
institutions on their behalf. It is not about making profit in monetary terms. In the public
sector, management success is measured in terms of economy, efficiency, effectiveness,
and appropriateness. By economy is meant the acquisition of the necessary resources such
as finance, staff, buildings and equipment to carry out the activity at the least cost.
Efficiency refers to the ratio of input to output while effectiveness refers to the extent to
which the stated objectives of the activity have been met. Appropriateness pertains to the
extent to which the outcomes of a programme are the priority of government and address

the real needs of the community (Pauw et al., 2002:136).

2.2.2 Internal and external accountability

Internal accountability deals with taking responsibility for the task one has been given at
the institution. It is directed largely at the institution itself and could also be referred to as
hierarchical accountability because the underlying relationship is that of supervisor-
subordinate (Romzek, 2000:24).

Some aspects of internal financial accountability as highlighted by Knipe (2001:269)
include budgetary control, authorisation of expenditure, division of duties, supervision and
accounting controls.

External accountability, on the other hand, is to the owners, shareholders and/or
stakeholders. This kind of accountability largely involves the presentation of financial
reports as a form of accountability (Pauw et al, 2002: 29) At schools, external
accountability entails presentation of reports to the school governing body, the parents,
education authorities and other organs of society with vested interests education. This
evaluation research is focused on external financial accountability.
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2.2.3 Institutions upholding financial accountability

Public institutions are organised in a hierarchical structure in such a way that one office
has to report to a superior office. Through organisation of institutions, accountability can
be enforced since every office and official will have somewhere to account to (Cloete,
1997:101). External super-ordinate bodies to which schools should account include circuit
offices, district offices and provincial offices.

The legislature sets the objectives that the executive institutions must pursue and therefore
has the authority to demand accountability directly from the executive institutions. Since
the legislature is accountable to the general public, they will always do their level best to
ensure that executive institutions do indeed account for the finances entrusted to them. If
the legislature, as representative of the public, does not satisfactorily carry out their
mandate, they may be replaced in the next elections (Cloete, 1997:99). The Minister of
Education and Member of the Executive Council (MEC) at the national and provincial
levels of government respectively, must give account of how funds allocated to schools

have been expended.

The legislature, however, does not normally command the special expertise for the proper
evaluation of the state auditor’s report and also does not have the time to enter into a
lengthy evaluation of the report. For these reasons, the state auditor’s report is normally
referred to the standing committee of the legislature. The Standing Committee on Public
Accounts (SCOPA) is usually constituted on a proportional basis of representatives of all
political parties in the legislature. This is intended to ensure objective and unbiased control
by the legislature of the financial implications of the activities undertaken by the executive
authorities. Political parties usually send their leading representatives or financial experts
to serve on these committees. This approach ensures that the findings of the committee
enjoy the respect of the entire legislature as well as the departmental accounting officers
who are called upon to appear before the committee to answer queries on departmental
activities emanating from the auditor’s report (Gildenhuys, 1993:94-95).

Courts of law also serve as platforms where accountability can be enforced. Individuals
have the right of recourse to courts of law if they feel that their interests have been
prejudiced. In this way the executive institution can be called upon to appear before a court
of law to account for its actions (Cloete, 1997:101). When theft of funds is discovered at a
school, the matter can be reported to the judicial institutions. The responsible person or

12





persons will then be required to appear before a court of law to give account.

Professional associations uphold accountability in their respective areas. They define and
monitor standards and the performance of their members. These bodies can exercise
discipline over the professions concerned. Cloete (1997:102), however, cautions that the
danger inherent in bureaucracies where accountability is enforced by professional bodies is
that experts characteristically take decisions based on the criteria and values of their
respective professions. This tends to marginalise the broader values and needs cherished by
the public.

Section 181 of the constitution of the Republic of South Africa, 1996, makes provision for
the establishment of independent institutions to strengthen constitutional democracy. These
institutions have the power to call any person or executive institution in any sphere of
government to account for their conduct in terms of the functions given to them.
Independent statutory institutions which are more relevant to aspects of financial
accountability are the Public Protector and the Auditor-General. In terms of section 182 of
the constitution of the Republic of South Africa, 1996, the Public Protector has the right to
investigate any conduct in state affairs or in the public administration in any sphere of
government that is alleged or suspected to be improper, or to result in any impropriety or
prejudice. Section 188 of the constitution of the Republic of South Africa makes provision
for the establishment of the office of the Auditor-General whose functions include the
auditing of and reporting on the accounts, financial statements and financial management
of institutions in any sphere of government.

The media and the public should also be seen as instruments to enforce accountability.
However, the media is only able to fulfil this role if the respective officials provide it with
information. Rosenbloom (1993:527) espouses the view that open public administration is
an important means of securing the accountability and proper conduct of public officials.
In the United States this approach is referred to as the promotion and fostering of
‘sunshine' in public administration. The sunshine concept requires that some of the
hearings and meetings undertaken by public institutions be open to the public, and also that
members of the public have the right to obtain administrative documents. In South Africa,
like in many other countries, the tradition of convening press conferences to explain issues
and also to give the media a chance to ask questions serves to assist in the promotion of

accountability.
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2.2.4 The benefits of financial accountability: a Malaysian case study

A sample of 305 local taxpayers in three local authorities was subjected to a study to
investigate and explore the needs and demands of Malaysian local-authority taxpayers for
financial information published by local authorities. The results of the study revealed that
the taxpayers residing in areas governed by local authorities who provided financial
information were willing to pay higher taxes than taxpayers living in areas where local
authorities did not provide financial information. The results also revealed a significant
percentage of taxpayers who expressed an interest in reading the annual financial accounts
and a general desire for more financial information (Tayib, Coombs & Ameen, 1999:103).

The results of this study effectively mean that service delivery can be enhanced when
financial accountability becomes the order of the day. Similarly, we could expect schools,
which render satisfactory financial accountability to be well resourced and properly
managed. People are willing to pay and even pay more, if what is purchased is to their
benefit, visible and verifiable.

2.3 THE RENDERING OF ACCOUNT

2.3.1 The budget as a basis for financial accountability

The budget serves as a basis for financial control according to which the legislative
authority can determine whether financial policy is being implemented. It is the purpose of
the budget to determine whether the set objectives have been achieved. To this end, it
facilitates answerability for the way in which taxpayers’ money is used (Erasmus & Visser,
1997:161-162).

2.3.2 Presentation of reports

Visser and Erasmus (2002:342) are of the view that the only way to resolve the
accountability crisis is to release formal, public reports which the public can utilise to
obtain information about the performance or potential for performance of public
institutions, and their compliance with laws and regulations. These reports can indicate
whether or not the public institutions spend their money wisely and how this spending
impacts on the promotion of the general welfare of the community. The reports must be
submitted on time and must be confirmed by internal or external auditors.
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In British Columbia, the Ministry of Education has established a special unit called the
Accounting and Reporting unit. The purpose of the unit is to enforce accountability by
school boards. The unit ensures that school boards meet their legislated and government
policy-based financial responsibilities. These responsibilities include submitting school
budgets on time, submitting audited financial statements on time and proper adoption of
bylaws and ensuring that school district budgetary information and financial information
are available, comparable and audited. The unit is also responsible for implementing
financial accountability recommendations submitted by interested parties (British
Columbia Ministry of Education, 2006:1). The establishment of a special unit by the
ministry of education in British Columbia is indicative of the significance attached to the
aspect of financial accountability by the Ministry of Education in British Columbia.

The submission of external financial reports is prescribed by legislation. External financial
reports are intended for use by the external parties such as the Auditor-General, parliament,
and the government. External reports should satisfy legal, contractual and fiduciary
requirements, among others. The reports provide information which assists in monitoring
the performance of public institutions, to determine whether resources have been utilised in
accordance with approved budgets and business plans. Accountability for the achievement
of the assigned responsibilities must be clearly indicated and a measurement system
capable of comparing predetermined objectives with actual achievements should be
maintained (Visser & Erasmus, 2002:343).

Section 43 of the South African Schools Act (No.84 of 1996) requires every public school
to submit, within six months after the end of the financial year, audited financial
statements. The section further states that the governing body must make the audited or
examined financial statements available for inspection at the request of an interested

person.

Financial statements

Traditionally, the only type of financial reports that were presented for accountability
purposes were the financial statements. Financial statements are a set of accounting reports
that focus only on the financial position of an institution in terms of its basic accounting
equation, consisting of income statement, balance sheet and cash-flow statement (Meingis,
as cited in Visser & Erasmus, 2002:344).

Financial statements show the financial performance for a specific period in an income
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statement. They also show what the institution owes and what it owns, as on a specified
date. The major elements of a financial statement are the following:
o revenue

o current expenditure

« capital expenditure

« amounts owing to suppliers

« amounts due to suppliers

« cash

« production and inventory

o fixed assets

« investments

« funding (Pauw et al., 2002:176).

Performance reports

There is general consensus among many scholars that the use of financial statements alone
as instruments of rendering account is insufficient. Financial statements alone cannot be
the only way in which public institutions satisfy the requirements of accountability. It is
not sufficient to compare actual spending against the estimates provided in the approved
budget. A report must also compare the physical results against the approved budget
objectives; this means a complete report which compares the cost standard, time standards,
quality standards, and public acceptability of the results with objectives and expectations
as contained in the budget documents (Gildenhuys, 1993:54).

Performance reports in the public sector focus on planning, control and evaluation of
performance, expressed in terms of economy, efficiency, -effectiveness, and
appropriateness. Unlike in the private sector where the measure of performance, which is
profit, is easy to quantify, it is difficult to quantify effectiveness and efficiency in the
public sector. In order to succeed in reporting on these elements more practically however,
there is a need for organisations to clearly articulate their vision, mission, strategic plans,
operational plans, performance indicators and measures. These will assist in evaluating the

performance of an institution (Pauw et al., 2002:200).

The key challenge in performance reports, according to Stone, as quoted by Law
(1999:95), relates to their content and format. The emphasis in the majority of reforms is
on improving the quality of information available to evaluators who may be the public,
ministers, or audit bodies. Information is improved through stricter reporting requirements
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and outside involvement in the choice of performance indicators.

2.3.3 Qualitative characteristics of financial information

A financial report must have characteristics that will satisfy the needs of the users of the
information. Many studies agree on understandability, relevance, reliability and
comparability as attributes which form the basis of financially useful information.

Understandability: According to Hemus, Wingard and Becker (2000:7), financial
information should be comprehensible to those who have a reasonable understanding of the
activities of the institution and are willing to study the information with reasonable
diligence. Financial reporting should, however, not exclude information on the basis that it
may be difficult for certain users to understand. Financial reporting should provide

information that can be used by all users who are willing to learn to use it properly.

Relevance: Information must be relevant to the decision-making needs of users. Firstly, the
information should have predictive relevance which helps the user to make decisions about
the future. Secondly, the information should have confirmatory relevance, since it assists
the user in evaluating past financial decisions. Information is relevant when it is capable of
making a difference to a decision (Hemus et al. 2000:7). At a school, for example,
information on expenses should be able to guide the School Governing Body and parent
community on whether to increase school fees to meet expenses for the following year and
how much the increase should be.

Reliability: Financial information is reliable when it is free from material error and bias
and can be depended upon by users to represent faithfully that which it either purports to
represent or could reasonably be expected to represent. Financial information will not be
neutral if it is selected and presented in such a way that it influences the making of a
decision or judgment in order to achieve a predetermined result or outcome. In order to be
reliable, information in financial statements must also be complete. An omission can cause
information to be false or misleading and thus unreliable and deficient (Hemus et al, 2000:
7-8).

Comparability: Information about an institution will be useful if it can be compared with
similar information from other institutions or with similar information from past periods
from the same institution. In order to provide comparable information, enterprises should
disclose information about adopted accounting policies. These accounting policies should
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be consistent with those adopted in prior years, unless it is more appropriate for the
enterprise to adopt a new accounting policy. If accounting policies are changed, then the
effect of those changes should be disclosed. Such disclosure will enable users of financial
information to identify differences between accounting policies for similar transactions

used by the same institution over a period of time (Hemus et al., 2000:9).

The kind and quality of information provided by the public institutions as a way rendering
account will determine the effectiveness of the entire accountability process. The public
needs to have information in order to make judgments about the performance of public
institutions. According to Boyne, Gould-Williams, Law and Walker (2002:691), little
research has gone into the aspect of the quality of information provided by public
organisations and the extent to which this information is used by stakeholders to hold them
to account. In education circles the question would be what kind of data is required to
determine whether a public school properly accounts for the revenue it receives. It is on
this basis that Boyne and his colleagues embarked on a study to identify the information
requirements for accountability on the basis of stakeholder theories and user-needs models.

2.3.4 Stakeholder theory and user-needs models

Public institutions may give an account of performance in different ways and for different
purposes. On the one hand, an institution may give account to groups who do not have the
formal authority to hold them to account. In this regard it will be necessary to identify the
groups that local authorities may wish to account to, and assess the information that these
groups wish to receive. On the other hand there are also individuals or agencies that have a
formal authority relationship with the public institution and are in position to hold it to
account and apply either rewards or sanctions. It is also important to consider the
information that these different bodies need in order to make those decisions. Although the
literature on accountability recognises the central role of information, it seldom specifies
any detail on what information is required (Boyne et al, 2002:696).

Relating the above exposition to the education situation, it will be required of the education
authorities to identify groups to which the school can voluntarily provide information and
also the groups with whom the public schools have a formal authoritative relationship. The
relationship between the school and the community is established primarily because a
portion of the state income from tax is allocated to education. Through the state, the
community at large is concerned with education. Because the state is unable to carry the
financial load of education alone, parents are morally obliged to contribute financially
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towards the education of their children. The financial support of parents provides them
with a greater say in education than would otherwise be the case.

The business community is part of the community at large, and includes a portion of the
parent community. Businesses provide the community’s needs for goods and services. To
satisfy this demand, the business needs schooled person-power which is provided by
schools. The business community is usually prepared to invest money in education, but at
the same time expects that their investment will enhance the required level of education.
Obviously, business will not risk putting their money in schools which fail to account how
funds are utilised.

Public schools may be legitimately expected to provide financial reports to the media,
business formations, political organisations, churches, municipalities and labour unions
because of the important role these organisations play in society. This is precisely so
because of the need for promoting public-private partnerships, the fact that many of these
organisations have a common clientele with the education sector and, most importantly,
because they also contribute to the taxes which are used to finance the schools. Public
schools have a formal authoritative relationship with the parents of learners, the circuit and
district offices, and the provincial office of the Department of Education. The parents have
the right to indicate the type of financial information which they require, to be able to hold
the school to account. There could be no better way to gauge the performance of a public
institution than through the “‘voice’ of the end-user (Gopakumar, 1997:281).

2.3.5 Statement of assurance

The state of Arizona in the United States of America considers the aspect of financial
accountability in a serious light to the extent that local educational agencies are required
annually to sign a general statement of assurance. The intention of the statement of
assurance is to ‘guarantee accountability’ by the recipients of funds. Among other
provisions the general statement of assurance requires that, if awarded a grant, the
education agency should:
- administer the programme in compliance with the applicable statutes, regulations,
applications and policies;
- perform the required audit, utilising the generally accepted accounting principles
(GAAP);
- make available reports to the state and the Department;
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- provide reasonable opportunities for participation by teachers, parents and other
interested agencies, organisations and individuals in the planning for and the
operation of each programme;

- make readily available to parents and members of the public periodic programme
plans and reports;

- maintain records for five years following completion of activities. The records
should, among others show the amount granted, how funds were utilised and the
total cost of projects (Arizona Department of Education, 2006:1-2).

Reasonable assurance that the entity will use grants in accordance with the conditions
attached is a requirement in terms of the Generally Accepted Accounting Principles
(GAAP) (Hemus et al., 2000:152). Unfortunately it appears that in Limpopo schools are
allocated grants without first demanding the assurance that the grants will be used as
expected. The only aspect which is verified appears to be the capacity of the school to
manage finances.

2.4 EVALUATION OF FINANCIAL REPORTS

The account rendered or reports presented must be subjected to an evaluation process. The
process of evaluation takes different forms, as will be seen from studies by different
scholars in the ensuing paragraphs.

2.4.1 Audit perspective of financial accountability

Financial reports by the accounting officers must be evaluated in one form or another to
determine whether performance was according to agreement. According to Gloek
(1996:11), justification for the audit function is derived from three reasons. Firstly, persons
having accountability obligation have a vested interest in presenting their reports in a
favorable light in order for the report to be acceptable. Secondly, the complexity of
financial information warrants attention by those who have special knowledge in that
regard. Not everyone can interpret financial information. Lastly, the users of the financial
information are isolated. The audit function therefore aims to bridge the gap between the
provider of accountability and the receiver of accountability. It must, however, be made
clear that the discharger of accountability is not accountable to the auditor, but accountable

through the auditor. The auditor assumes a position of trust and independence.

Gloek (1996:12) is firmly of the view that there is a strong relation between the audit
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function and the concept of accountability. According to him, an examination of the
theories regarding the auditor’s role in society illustrates more clearly the relation of the
independent audit function to the concept of accountability. A definition of the role of the
auditor, which encompasses both the accountability and the instrument of social control
elements, was subjected to empirical testing in a research project at the University of
Pretoria’s school of accountancy. The results of the study indicated that sixty percent of
auditors in South Africa agreed with the definition, indicating acceptance that the auditor
functions within the accountability framework.

Audit reports should not be seen as the sole vehicle of rendering account. Audit reports
should rather be seen as complementary to other existing methods of ensuring that
accountability is rendered. Accordingly, audit reports basically serve to establish whether
the institution handled financial records in accordance with generally accepted accounting
principles. Unfortunately there is a tendency by school managers to rely on the audited
financial report of the school as the only instrument of accountability. Even ‘naughty’
school principals hide behind audited reports, which they parade as proof of a clean bill of
financial management. This is however far from the truth. The audited reports only attest to
the fact that the accounting records were handled as prescribed. It is common knowledge
that auditors do their work inside their offices. They never move out to physically verify
what is contained in the reports. The school’s report may show that equipment for a certain
amount was bought, but auditors never go out to physically ascertain the existence of such
equipment and whether the equipment is used for the intended purpose.

2.4.2 Dialogue

Another approach to evaluating the accountability reports of public officials involves
dialogue. Here, it is the language-based nature of accountability that is stressed, rather than
its institutional aspect. Accountability is seen to be a dialectical activity, requiring officials
to answer, explain and justify, while those holding them to account engage in questioning,
assessing and criticising. There should be a free flow of appropriate information and an
effective forum for cross-examination. Unless those who are calling subordinates to
account have full access to the relevant people and relevant information, their
investigations and assessments are likely to be frustrated. It thus involves open discussion
and debate (Mulgan, 2000:567-569).

21





2.4.3 Evaluation through market mechanisms

The direction which the concept of accountability is taking in the public sector is
characterised by the adoption of private sector management concepts and styles. Private
sector standards and measures of performance are nowadays beginning to be applied in the
public sector. In the United Kingdom, the view of government is that the best form of
accountability is market accountability where, at least in principle, the invincible hand of
the marketplace will provide the accountability mechanism. The mechanism will be such
that if policy and programme provision is not what the end-users want, they will exercise
their buying power and go elsewhere. This will leave the providers of the unwanted, overly
expensive or inappropriate services facing insolvency (Glynn & Murphy, 1996:125-126).

Accountability through market mechanisms is equally relevant in public schools. When the
parents, as end-users, are not content with the way finances are utilised at a particular
school or if the school authorities fail to fully account regarding the manner in which
finances are handled, the parents may exercise their market power and withdraw their
children from such a school. Even parents who were contemplating taking their children to
such a school at some stage, may change their minds and begin to shop for financially
accountable schools elsewhere. Schools that fail to render financial accountability may
therefore end up experiencing dwindling enrolment figures and may ultimately remain

with one option — closure.

Glynn and Murphy (1996:126) believe, however, that only in real, truly competitive
markets will the invincible hand of the market provide accountability of some sort. In the
education environment, parents will only be able to exercise their market power if there are
enough public schools to choose from, in a particular area. If there are no alternative public
schools to choose from, the parents may, unfortunately have to bear with the same schools
which fail to account. Law (1999:93-94) cautions, however, that in order for the market to
operate effectively, information needs to be made available so that consumers know the
full specifications of the product they are ‘buying’.

2.4.4 Changing standards of evaluation

According to Romzek (2000:32), performance review of government operations has been
based on compliance with laws, rules and regulations. Contemporary government reform
seeks to shift evaluations away from a rules and oversight approach toward new emphasis
on outputs and outcomes as performance measures. This latter approach therefore focuses
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more on deliverables of work than on inputs and processes.

Outputs are the quality and quantity of services delivered or products made. There has
been a great deal of activity setting up output measures. When relying on outputs, there is a
tendency to emphasise measures that are easily obtained, for example, number or quantity
of equipment purchased or number of learners who pass. In actual fact output measures
include standards for services, such as timeliness, employee and customer satisfaction
levels (Romzek, 2000:34).

Outcomes reflect the quantity and quality of the results achieved by the outputs in
satisfying the client, taxpayer, customer or programme needs. An outcome measure might
gauge a change in the literacy levels of the community or may be indicative of the levels of
poverty in a given area. Accountability practices need to shift accordingly as changes in

standards of evaluation take place.

2.5 FEEDBACK ON FINANCIAL ACCOUNTABILITY REPORTS

The last phase of financial accountability refers to *holding to account’. After the reports
have been presented and evaluated, feedback must be given to the one who rendered
account (Stewart, as cited in Law, 1999:80). Feedback should also be given for failing to
render account. The form which feedback can take varies. It can take the form of praise or
blame, or may involve the meting out of sanctions. When the evaluation shows that
performance was below expectation, or when a party fails to render account, the authority
to which accountability is rendered may level charges of misconduct, suspend, dismiss,
transfer or apply other kinds of penalties as a way of holding the responsible party to
account. The holding to account can take many other different forms as will be illustrated

in the cases which follow.

2.5.1 Feedback: Selected cases from the United States

A report by the United States Department of Education (2006:2) provides the case of a
former Philadelphia school principal in the state of Pennsylvania who was charged with
fraud in connection with a scheme to defraud the Philadelphia School District. According
to the indictment, between May 2000 and June 2003, Jacob (not true name) was the
principal and chief administrative officer of the Centre for Economics and Law (CEL). As
a school operating within the school district, CEL was funded in part with taxpayers’
money it received from the district. The amount of money received from the district
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depended upon the number of students attending CEL. Notably, the district relied upon
schools like CEL to report their enrolment information honestly and accurately so that
these schools would receive the appropriate amount of funding.

As principal of CEL, Jacob engaged in a scheme to defraud the school district by causing
falsely inflated student enrolment data to be submitted to the school district, thereby
causing the school district to provide funding to CEL to which it was not entitled. As Jacob
knew, limitations in the school district’s computer network prevented the school district
from knowing that a student had left the CEL, when that student had transferred to another
school outside of the school district or had dropped out school altogether. Jacob exploited
these limitations in the school district’s computer network by directing his staff to report to
the network that students who had either transferred to another school outside of the school
district or dropped out school altogether, had continued to attend CEL. As a result of the
plan to defraud, the school District overpaid CEL approximately 200 000 dollars in public
education funds.

The United States attorney commented that not only had Jacob defrauded the school
district, but he had dragged his staff into the scheme and corrupted them as well. “These
are public funds designed to improve the lives of young people through education. When
the system is manipulated like this, students suffer and taxpayers are cheated’, the attorney
summed up. If convicted, Jacob faced a maximum possible sentence of 120 years
imprisonment, a 1.5 million dollar fine, and three years of supervised release. (U.S
Department of Education, 2006:2-3).

Limitations in the computer network system appeared to be a loophole ready to be
exploited by unscrupulous principals. In another case similar to that of the Center of
Economics and Law (CEL), school officials at Mondella Academy for Science and
Mathematics admitted to signing up more than 200 students who never showed and then
cashing $330 000 in state-issued cheques. The practice is that the state issues cheques, the
amount of which is related to the number of students enrolled. The officials further
admitted that the principals used the state-issued cheques to buy Mercedes Benzes for
himself and the assistant principal. The community was outraged at what had happened at
Mondella. The state representative in the case, a Democrat, agitated for legislation
requiring more stringent financial oversight. The Mondella academy was shut down and
the district attorney’s office seized a Mercedes Benz from the principal’s home. Criminal
charges were also instituted against the culprits (Williams, 2004:1-2).
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In the district of Pomona, school-board members were brought before a meeting of parents
amid allegations of corruption. The allegations stemmed from the abuse and misuse of
funds for E-Rate programmes. The E-Rate programme was a state-wide programme
intended to connect schools and libraries in low income areas to the internet. Buried among
the charges on every phone bill were a few dollars to fund the massive programme. It was
later discovered that the programme was marred by fraud and abuse. In Pomona, it was
discovered that schools improperly used E-Rate computer funds to purchase laptop
computers. This happened despite E-Rate rules that deemed laptops ineligible for the
programme. An audit report confirmed that the funds had indeed been misused on the
purchase of 460 laptops in 2001. The district office and the vendor were asked by the
federal government to repay the misused funds. The amount involved was 2.3 million
dollars. An internal investigation was launched. However, the board excluded the
community from participating in the internal investigations. The decision to exclude the
community angered the parents who demanded the recall of Pomona school-board
members. The parents also contended that the district was mired in corruption and scandal.
One by one, parents scolded school-board members (Carter, 2006:1-3)

2.5.2 The paradox of individual and organisational accountability

Sometimes the ‘holding to account’ is not directed at specific individuals, but at the entire
organisation. The whole organisational entity gets punished because it failed to properly
account for its finances. In the Massachusetts State, the Department of Education may
withhold release of all or some part of state aid to schools districts if the required reports
are not filed or not filed in an acceptable form. In instances of gross non-compliance with
the reporting requirements, the Commissioner may, after giving the school district and
municipal officials notice and reasonable opportunity to correct the district’s non-
compliance with one or more of the reporting requirements, impose a financial penalty
upon the district, in addition to withholding all or part of the state aid which was due to
them. The Commissioner shall determine the amount of the penalty to be imposed, up to a
maximum of one hundred and eightieth of the district’s annual school aid for each day that
the report is overdue (Massachusetts Department of Education, 2006:5-8).

The question now is whether it is fair to punish the entire organisational entity if reports
are not submitted as expected. Somebody is to blame for the non-compliance, yet
everybody is made to suffer. It will perhaps be fair if the organisation identifies the real
culprits and holds them to account as individuals. As a strategy, punishing the entire
organisation may prove useful in the sense that the punished organisation will be
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compelled to do some introspection and dispense of incompetent individuals. At school
level, the community will have to establish why the school is not getting aid as expected,
and who is to blame for that. Action against the wrongdoer will then have to follow.

2.6 CONCLUSION

The preceding review of literature on financial accountability shows that the traditional
bureaucratic ways of rendering account such as releasing financial reports and presenting
audit reports are being complemented by modern approaches. Modern approaches to the
rendering of accountability focus on performance reports, market mechanisms and the role
of watchdog agencies. It is not possible, at least for the foreseeable future, to dispense with
the traditional accounting systems because they have been legislated. Legislations in most
democracies recognise and encourage modern methods of promoting financial
accountability. For rendering of external accountability, presentation of formal financial
reports will continue to be the dominant method.
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CHAPTER THREE

RESEARCH DESIGN AND METHODOLOGY

3.1 INTRODUCTION

The preceding chapter provided an explanation of financial accountability from different
perspectives. In this chapter, the strategy and practical details on how the process for
evaluating the financial accountability of public schools in Mopani district was planned
and carried out will be described. The population on which the research process was based
as well as the elements of the study will be discussed. The methods of sampling used will
be presented. The chapter will also look into the various methods followed for the
collection of data as well as the data collection techniques employed. Since the collection
of data involves interaction with elements of study, the possibility of challenges emanating
from such interactions cannot be ruled out. This chapter will therefore mention the
challenges that were encountered during the data gathering process and how those
challenges were overcome. The last part of the chapter focuses on the methods that were
used in the analysis of data gathered from respondents.

3.2 RESEARCH DESIGN

Both quantitative and qualitative designs were employed for the evaluation of the financial
accountability of public schools in Mopani district. The dominant strategy was the
quantitative design with the qualitative design used on a limited scale.

3.2.1 Quantitative research design

Research designs are tailored to address different kinds of questions. As the research
questions and the kind of data required for this survey dictated, a quantitative method of
research was largely employed. Quantitative research generally involves a collection of
primary data from the sample and projecting the results to a wider population. Quantitative
data aim to generalise about a specific population, based on the results of a representative
sample of the population (Mouton, Auriacombe, & Lutabingwa, 2006:579-580). Structured

interviews and questionnaires were methods employed that yielded quantifiable data.
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3.2.1 Qualitative research design

It was acknowledged, however, that it would be unfair to ignore the feelings and opinions
expressed by respondents during the interview process. When the respondent drifted away
from the structured interview he/she provided data which he/she regarded as crucial. Hart
(1993:26) advises that such kinds of data should not be ignored as they help in the
understanding of events and behaviour in the context in which they occur. Though the
views and opinions falling outside the structured interview were unquantifiable data, they
provided a rich source of information that assisted in the explanation of certain themes. It
is on this basis that qualitative data was also considered in the research process, though on
a limited scale.

3.3 RESEARCH METHODOLOGY

3.3.1 Area of study

The survey was conducted in Mopani District. Mopani is one of the five districts that
constitute Limpopo Province. The district has five local municipalities, namely Greater
Tzaneen, Greater Giyani, Greater Letaba, Ba-Phalaborwa and Maruleng local municipality.
Maruleng local municipality is the latest addition, following the re-ordering of municipal
boundaries between Limpopo and Mpumalanga provinces. The area was chosen because
the researcher was, in formal employment, based at the district office of the Department of
Education where he interacted with public schools and circuit offices in all five local
municipalities.

3.3.2 Population

The population in this study consisted of all public schools in the Mopani District. The
district has 706 public schools of which 256 are secondary schools, 443 primary schools
and seven combined schools. The schools are under the administration of circuit offices.
Mopani has twenty-four circuit offices. Each circuit is responsible for administering an
average of 29 schools (Department of Education, Mopani, 2005:1).

3.3.3 Elements of the study

An element of study refers to that unit about which information is collected, which may be
people or certain groups of people (Babbie, 1998: 200). Elements of study and target group
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will be used synonymously in this study. Schools are public institutions with a wide range
of stakeholders. These stakeholders include parents, learners, educators and education
authorities. Besides their different views, knowledge and experiences regarding the
financial accountability of their schools, each stakeholder has a different role to play in the
financial accountability process. It was therefore deemed imprudent to evaluate the concept
of accountability of a broad and complex institution like a school on the basis of responses
from only one set of stakeholders. Financial accountability is a process which does not
start and end at the schools, but encompasses other role players as well. In order to
maximise the validity of the research results on the financial accountability of a school,
responses were solicited from representatives of all the main stakeholders of the school as
indicated below:

Schools: Data on the school was presented either by a senior educator, principal, deputy
principal or member of the school governing body. The type of data required from schools
was to a large extent, on whether schools complied with reporting prescriptions.

Parents or guardians of learners: The crux of the information furnished by this element of

study was on the assessment of financial reports presented by school authorities.

Education authorities: Most of the responses from the education authorities were
provided by the circuit offices, with limited inputs from the district office. The kind of data
earmarked from education authorities was largely on the assessing of financial reports and
the giving of feedback to schools.

3.3.4 Sampling method

3.3.4.1 Schools

Cluster sampling was followed when data was drawn from schools. The schools were
clustered according to the five local municipalities to which they belonged. The method
was followed because schools in the same cluster tended to conduct their activities in a
relatively similar manner. They attended meetings together, shared the same information,
the majority of their circuit offices are accommodated in the same buildings, were led by
the same people and cohabited in many other ways. Consequently, the size of the sample
does not, as Brynard and Hanekom (1997:44) put it, depend only on the size of the
population, but also on its heterogeneity.
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The maximum number targeted to serve as sample for the 706 schools in the entire district
was set at 149. Since the local municipalities differed in the number of schools within their
jurisdiction, it was ensured that the sample was relatively proportionate to the number of
schools in the particular municipality. Greater Tzaneen municipality with a total number of
239 schools out of the 706 (34%) had a bigger share of the sample, followed by Greater
Letaba with 202 schools (29%). Greater Giyani was third with 157 schools (22%),
Maruleng was fourth in size with 59 schools (8%) and BaPhalaborwa last with 49 schools
(7%). Interviews and questionnaires were conducted at random until the targeted number
of 149 was reached, while maintaining the relative proportionality of cluster to the sample.

3.3.4.2 Parents or guardians of learners

It was deemed appropriate to solicit responses from parents or guardians of learners
throughout the five local municipalities. Cluster sampling was therefore also followed and
local municipalities served as clusters. The total sample of parents or guardians of the 250
000 learners was set at 358. Similar to sampling for schools, it was ensured that each
cluster sample contributing to the 358 was relatively proportional to the number of learners
in such cluster.

3.3.4.3 Education authorities

The entire sampling frame for education authorities was comprised of twenty-four circuit
offices and one district. Owing to the small size of this element of study, it was appropriate
to use non-probability sampling. All the education offices were targeted for participation in
the survey. Purposive sampling was considered to be the most convenient. Purposive
sampling, according to Bailey (1982:94) is applicable where the researcher chooses only
those who meet the purposes of the study. It is appropriate in cases where the researcher
selects a sample on the basis of his/her knowledge of the population, its elements, and the
nature of his/her research aims (Babbie, 1998:195).

3.3.5 Data collection methods

Three data collection methods, namely, structured interviews, questionnaires and

documentary studies were used for gathering of data.
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3.3.5.1 Structured interview

The structured interview was the prime method followed in the gathering of data from all
elements of the study — schools, parents and education authorities. According to Bailey
(1987:187), interview studies generally use standardised questions, with the same
questions asked of every respondent. This allows comparison of answers from all
respondents and facilitates the computation of summary statistics. All items in the
structured interview were check-list items, as opposed to open and closed items, scale
items and rank items, as distinguished by Bester (1993:71). The advantage of check-list
items is that they save time during the administration of the questionnaire, and are easy to
interpret. Time was saved because the researcher had a way of asking questions from the

interview form rapidly, without the respondent having to study or ponder anything.

In all interview forms provision was made at the end of the interview for the respondent to
mention any view or express any comment related to the themes but not captured in the
structured interview. These opinions and views expressed by the respondents constituted
the qualitative data of the study.

Since data was being collected from three different elements, namely, schools, parents and
education authorities, the approach dictated the development and utilisation of different
sets of interview forms with questions relevant to specific element of study. A few
questions were common to some elements of the study, which gave room for comparison

and cross verification.

Schools: The structured interview form for schools (Appendix B) had ten questions aimed
at assessing the financial accountability of public schools in terms of compliance with

reporting requirements and evaluation of reports.

Parents or guardians of learners: The structured interview form for parents or guardians
of learners attending public schools (Appendix C) had four questions giving parents an
opportunity to evaluate the financial accountability of their school. Parents had to indicate
whether they attended meetings and whether they were presented with financial reports by

their schools.

Education authorities: The interviews were carried out as per Appendix D. The Education
officials responded to questions on the evaluation of financial reports, on incidents of
improper use of funds and on whether feedback was given to schools which complied with
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reporting requirements and those which did not.

3.3.5.2 Questionnaires

The questionnaire method of data collection is where respondents read the instructions and
write or mark their answers to the questions (Graziano & Raulin, 1997:144). This method
was also used, though to a very limited extent, for gathering data from schools. The
method was employed because the researcher required assistance from some officials with
the collection of data from certain clusters. The researcher believed it was not appropriate
for the assisting officials to conduct interviews, but rather that they should distribute the
questionnaires for completion by school authorities. Conducting of interviews was the sole
preserve of the researcher. For purposes of consistency, the same structured interview form

was used as a questionnaire.

3.3.5.3 Documentary study

A document study was another method by which data was gathered. According to Bailey
(1987:290) a documentary study involves the analysis of written material that contains
information about the phenomena being studied. For this study, audited and unaudited
financial statements, commitments registers and inspection reports which had a bearing on
the financial accountability of schools were analysed. Financial inspection and audit
reports were analysed to establish whether there were cases of financial mismanagement
emanating from a lack of accountability.

3.3.6 Data collection procedures

Permission to conduct the research among schools and officials was sought from the
provincial office of the Department of Education in Limpopo (Appendix E and F) and
approval, under certain conditions, was accordingly granted (Appendix G and H).
Collection of data was carried out from 03.04.2007 to 18.05.2007 (45days). Various
techniques were used in the gathering of data. The researcher’s base at the district office of
the Department of Education where his official responsibilities included interacting with
schools and circuit offices on financial matters also provided a convenient opportunity for

him to carry out interviews with both the schools and the circuit officials.
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3.3.6.1 Parents

Parents were the first of the target group to be interviewed while approval from the
provincial education office was still being awaited. Two approaches were followed in the
collection of data from parents. Firstly, the interviewer personally asked parents questions
in face-to-face interviews and recorded the responses accordingly. Secondly, telephone
numbers were randomly selected from the telephone directory for Lulekani, Namakgale,
Giyani and Gakgapane and the parents were interviewed telephonically. Telephone
interviews were very limited and were conducted on Sundays and off-peak periods in order
to limit the costs.

The diversity of the elements of study was also taken into account when the interviews
with parents were conducted. To achieve a fair spread of the sample for the parent body in
terms of literacy levels, income levels and other demographics which inform the different
kinds of schools attended by their children, interviews where conducted, among others, at
government offices, fuel stations, restaurants, private companies, near municipal and post
offices and with street vendors. A total number of 358 responses from parents were
registered as targeted. The bulk of the interviews with parents were carried out in the
developing town of Tzaneen because of the town’s relatively central position within
Mopani District. As the economic hub of Mopani district, people from all five local
municipalities converge on Tzaneen for work and business purposes. Although the people
found in Tzaneen were fairly representative of the population demographics of Mopani
district as a whole, other interviews were conducted in Modjadjiskloof, Giyani and
Phalaborwa as part of the sample. This was done in order to achieve the maximum number
targeted from each cluster, as designed during the sampling stage. The interview with each

parent lasted for an average of four minutes.

3.3.6.2 Schools

A multi pronged strategy was used for collection of data from schools. Firstly, interviews
with schools were carried out by the researcher at the district office of the Department of
Education, where school officials regularly visited. Secondly, a few schools were
physically visited by the researcher where interviews were conducted. The third technique
involved completion of the questionnaire by schools at the various circuit offices. A series
of meetings (not related to the study) which were organised for clusters at various centres
provided an opportunity for the questionnaires to be completed at few centres without
visiting the schools. The assistance of the circuit office administration personnel was
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sought to distribute the questionnaire to schools when they visited the offices for collection
or submission of correspondence. Lastly, the researcher interviewed eleven schools in the
Ba-Phalaborwa and Maruleng clusters telephonically, to make up the targeted number.

3.3.6.3 Education authorities

At circuit offices, the interviews were carried out mainly with the administration personnel
because of their direct involvement and detailed knowledge of the financial administration
at schools. Due to the advantage of the physical location and also because of the
availability of active telecommunication systems, interviews with circuit office staff went
smoothly. The circuit offices were not scattered throughout the schools they served, but
were located in common buildings, mainly in accordance with the local municipality they
were attached to. Five circuit offices falling under Greater Giyani Municipality, namely
Shamavunga, Manombe, Klein Letaba, Groot Letaba and Nsami, were housed in the same
building in Giyani. Mawa, Molototsi, Rakwadu, and Modjadji circuits which belonged to
Greater Letababa Municipality were also housed under one roof in Modjadji. The same
applied to circuit offices under Greater Tzaneen Municipality, namely, Nkowankowa,
Xihoko, Nwanedzi and Mafarana which shared the same building in Nkowankowa, and
Thabina, Shiluvana and Khujwana circuits also occupied the same physical structure in
Lenyenye. Motupa and Tzaneen circuit offices occupied the same flat in Tzaneen.
Marulaneng Local Municipality had two circuit offices, namely Makhutswe and Lepelle
which shared a building in Sekororo. Only three circuit offices did not share buildings. All
circuit offices which occupied the same buildings also shared the same reception area and
telephone lines and conducted their activities in generally the same manner. While the
arrangement was not conducive to the schools served by the circuits, at least it was
convenient for the researcher.

Interviews with circuit personnel were carried out both telephonically and face-to-face
when circuit office personnel visited the district office. Interviews required four minutes,
on average, thanks to the efficiency of the check-list format.

3.3.7 Challenges encountered during the data-gathering process

The only challenge encountered during the interview processes was a few declines. Out of
the fifteen schools contacted telephonically, four would not cooperate. A total of five
parents, three of whom were contacted telephonically, were not prepared to be interviewed.
Two indicated that they were not prepared to do anything that would benefit the researcher,
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while the other three indicated that the researcher should interview others. Owing to the
sampling methods used, the declines did not have any negative impact on the data since the
researcher simply went ahead to close the gap by interviewing others and thereby reach the
required target.

3.3.8 Data analysis methods

The quantitative method of data analysis was mainly utilised, with qualitative method of
data analysis being used on a limited scale. The findings were statistically analysed and
graphical presentations used. The data from structured interviews and questionnaires are
presented first, followed by data sourced from document study and qualitative inputs from

respondents.

During the data analysis process, there were a few instances where some values were
missing. Babbie and Mouton (2005:147) suggest four possible ways of dealing with
missing data:

- Remove the individuals with missing data from the analysis. This would be a wise
move to make if the proportion with missing value were small. If, however the proportion
of cases with missing values were large, the researcher might end up losing a large part of
the sample. Losing a large part of the sample might ultimately affect the representativity of
the findings.

- The missing data might be treated as one of the responses. This may, however bias the
findings in certain direction

- Each respondent who misses an item may be given the average score of that item.

- The respondent with the missing item may be assigned his/her own average score of the

items he/she has answered.

In this study, the choice was made to remove the missing values since they had a bearing
on the final analysis and interpretation of the data.

A data sheet was prepared for capturing the raw data (Appendix 1). The data was
organised according to the variables under study, namely compliance with reporting
requirements, evaluation of presented reports and feedback. The frequency of the raw
scores from different categories of variables as well as the sample size was entered in the
data sheets. A frequency distribution of the variables was performed on each of the
questions that lent itself to analysis. The first column contained the question posed and the
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categories of the responses from which the respondents had to choose. The second column
contained the sample, which was the total number of respondents to the question. The third
column was the frequency column, which contained the raw counts of the data for every
category of responses chosen. The data from the data sheets were transferred to the Excel
spreadsheet which was programmed to carry out the percentage-value calculations. In
column 3, the percentage was calculated for every value, including the missing cases.
Column four was a reflection of the final percentage considered as valid. This was a
percentage that excluded the values of the missing data.

3.4 CONCLUSION

The use of both quantitative and qualitative data was the correct choice in view of the
nature of the survey. Although the quantitative data was dominant, it was clear that
qualitative inputs could not be disregarded in an evaluation research survey. The
methodology employed in this evaluation research took cognisance of the fact that
programme evaluation cannot be done on the basis of inputs from one component alone.
Data had to be drawn from all major role players, namely school, education authorities,
and parents. The manner in which schools are clustered in the district made it easier for
sampling purposes. Interviews and questionnaires stood out as the dominant methods for
the collection of data in survey research. Survey questions had to be structured in such a
way that they were relevant for each stakeholder. The challenges that were encountered
during the data-gathering process were insignificant as they were easily overcome. The
chapter that follows will serve to present and analyse the findings of the survey.
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CHAPTER FOUR

DATA ANALYSIS

4.1 INTRODUCTION

The focal point of this chapter is the presentation of data gathered through the instruments
discussed in the preceding chapter. Graziano and Raulin’s advice (1996:368-9) is that the
report on findings should follow some convention in order to be understandable and to
answer the questions posed. The advice is echoed by Mouton (2001:108) who indicates
that data analysis involves ‘breaking up’ data into manageable themes, patterns, trends and
relationships. The objective of data analysis, according to Mouton is to understand the
various constituent elements of one’s data through an inspection of the relationship
between constructs or variables, and to see whether there are patterns or trends that can be
identified or isolated. In line with the research questions, data is presented on variables
evaluating schools’ compliance with financial requirements, on assessments of reports and
the giving of feedback to schools. Quantitative data is presented first, followed by
qualitative inputs. Findings from the various documents analysed are presented. These
documents include financial inspection reports, reports by private auditors, and reports by
the provisioning section of the district on school assets.

4.2 QUANTITATIVE ANALYSIS OF DATA

Based on the data drawn from the data sheets as per Appendix |, the findings are

communicated through graphical presentations in the subsequent paragraphs.

4.2.1 Compliance with reporting prescriptions

As part of being accountable for the finances entrusted to them, schools were expected, in
terms of section 195 of the constitution of the Republic of South Africa, 1996, the Public
Finance Management Amendment Act (No. 29 of 1999), the South African Schools Act
(No.84 of 1996) and provincial prescripts on the management of school finances, to
prepare annual budgets and present financial reports to the parents, the school governing

body and the education authorities.
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4.2.1.1 Preparation of annual budgets

Figure 4.2.1.1: Number of schools
that prepare annual budget
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All 149 schools surveyed, as reflected in figure 4.2.1.1 above, indicated that they prepared
annual budgets. The preparation of annual budgets by schools is specifically prescribed by
Section 38 of the South African Schools Act (No. 84 of 1996). The Act requires the
schools to prepare budgets in accordance with guidelines determined by the Member of the
Executive Council. The budget forms the basis for directing all financial activities of the
school. It is the benchmark against which school authorities will be held accountable. In
terms of section 1 of the Public Finance Management Amendment Act (No. 29 of 1999),
expenditure which is not in terms of the approved budget shall be deemed to be

unauthorised expenditure.

Perusal of a sample of school budget documents for the fiscal year 2006/7 submitted to the
district office of the Department of Education raised serious questions, however, about the
honesty, acceptability and reliability of the budgets. Characteristic features of the sample
of budgets perused included over-estimation of prices, and sweeping generalisations in the
descriptions of items to be procured. One school budgeted R18 000.00 for the purchase of
one facsimile machine while another school budgeted R2 000.00 for the same item. A
school with a total budget of R70 000.00, allocated R48 000.00 (almost 69% of the total
budget) for transport. The practice of providing general descriptions for items to be
procured was also widespread. One school budgeted R6 000.00 for “administrative
activities”, while other schools allocated funds for the procurement of items they described
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as “installation”, “materials” and “equipment”, without mentioning the specific items
required and what they would cost. “Administrative” could cover a wide variety of goods
and services. “Installation” might be for a diversity of items like water pumps, air
conditioners, burglar guards, to mention but a few examples. “Materials” could also refer
to various articles like fabric, cleaning materials or all sorts of material for art work.

The budgets, with all the questionable areas, were nevertheless approved and signed by the
school principal, chairperson of the school governing body and the treasurer. The same
budgets, with the irregularities, were passed by the circuit office to the district office. The
district office could also not query the submissions. At the level of the school, where we
basically deal with an operational budget, over-generalisations need not be tolerated as
they create an ideal climate for the abuse of funds. It is therefore imperative for the
Department of Education to prescribe a budget format with columns which would induce
the schools to specify the items required. It was clear that the presentation of budget
documents by schools was merely for compliance purposes, without any regard for
reliability and correctness.

4.2.1.2 Presentation of annual financial reports to parents

Figure 4.2.1.2: Types of financial
reports presented to parents
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As illustrated in figure 4.2.1.2 the overwhelming majority of schools (87.8%) indicated
that they presented audited financial statements to the parent body of the school. Almost
five percent (4.8%) presented unaudited financial statements while 6.1% indicated that
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they presented both audited and unaudited financial statements to parents.
In terms section 45 (b) of the Public Finance Management Amendment Act (No. 29 of
1999) there must be transparency in the use of resources. Stakeholders must know what is

happening with funds.

4.2.1.3 Presentation of financial reports to school governing body (SGB)

Figure 4.2.1.3 : Frequency at which
schools render financial reports to
SGB
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All schools in the sample indicated that they rendered financial reports to the governing
body of the school, as reflected in figure 4.2.1.3 above. The only difference among the
schools was the frequency of providing the reports. In terms of section 7.6 and 7.7 of the
Prescripts on Management of School Finances (2006) issued by the Provincial Education
Department (2006), financial statements must be presented to a full school governing body
on a quarterly basis.
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4.2.1.4 Presentation of financial reports to education authorities

Figure 4.2.1.4 : Rate of presentation of
financial reports to education
authorities by schools
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Figure 4.2.1.4 shows that 60.1% of schools indicated that they submitted annual financial
statements to the super-ordinate offices of the Department of Education. The remaining
39.9 % of schools which did not present financial reports to the education authorities was
also a disturbing figure. According to the hierarchical reporting arrangements, schools
submitted to the circuit office, as their immediate senior office, and the circuit office in
turn submitted to the district office of the Department. Scholars of financial accountability
will however be interested to know what happens to the financial statements after
submission. It is one thing to comply with submission requirements, and a different thing
to verify whether the submissions serve the intended purposes. The aspects of verification
and evaluation of submitted financial statements will be reflected in the following section
on ‘evaluation of financial reports’. Schools which did not present financial reports
indicated that they did not do so because there was no directive from the Department of
Education in this regard.

When the organogram of the Department of Education was restructured in 1996, the
component which was responsible for the inspection of school finances and receiving of
annual audit reports was phased out. Since then, the submission of annual financial reports
by schools started to dwindle. The organisational structure which followed made no
provision for a unit for inspection of financial records, ostensibly because of the shared
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internal audit approach adopted by the provincial government. The component in the
organizational structure which came closer to inspection of finances at public schools was
the governance section. The key performance area of the governance section, however,
was training in financial management and not inspection of school finances.

4.2.2 Evaluation of financial reports

The financial accountability loop postulated earlier on requires, subsequent to the
presentation of reports, that the financial reports must be evaluated in one way or another.
Methods of evaluation of school financial records include direct assessment of reports in a

meeting of parents or the SGB, as well as inspection and auditing.

4.2.2.1 Attendance of meetings by parents

Figure 4.2.2.1(a): Rate at which
parents attend meetings at schools
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Attendance of meetings by parents at public schools in Mopani appeared to be at an all-
time low. Figure 4.2.2.1 (a) demonstrates that a total of 58.8% of the schools reported that
they achieve only a worrying turnout of 20% or less at their meetings. Only 27% of the
schools are able to record attendance levels of above 50%. The aspect of attendance of
meetings by parents has great significance for financial accountability because it is at these
forums where school budgets are verified, prioritised and approved. Parent-body meetings
are also forums where annual financial statements are interrogated to establish whether
financial activities for the preceding year have been executed as budgeted. Since

42





attendance of meetings by parents is unsatisfactory, the credibility of decisions taken at
such meetings remained questionable.

Figure 4.2.2.1(b) : Frequency at which
parents attend school meetings
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The schools’ responses were confirmed by the parents themselves. As indicated in figure
4.2.2.1 (b), the majority of parents (54.8%) said that they failed to attend meetings at the

school because of their work commitments.

Though the survey indicated that 100% of the public schools prepared the annual budget in
compliance with section 38 of the provisions of the South African Schools Act (No. 84 of
1996), the legitimacy of decisions taken by less than 20% of the parents was a worrying
factor. The Act states that the budget must be considered and approved by the majority of
parents present and voting and does not necessarily require a 50% plus presence of parents
in order for the meeting to be deemed properly constituted. From a different perspective,
however, activities at the school could not be brought to a halt simply because parents
failed to attend meetings.

There was an enormous challenge out there to persuade parents to attend meetings called
by the schools. The reason given by most of the parents, that they failed to attend meetings
due to obligations at their various places of employment, was not be acceptable. Just as
parents were able to arrange a day’s leave to sort out their private business with home
affairs or with the bank, they could do the same with schools. Considering that parent
meetings at the school were normally arranged only twice in a year, the reason for poor
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attendance could probably be that this was accorded less value by parents, as compared to
other activities.

4.2.2.2 Auditing of financial statements

Figure 4.2.2.2: Percentage of schools whose
financial records and statements are audited
by independent/private auditors
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A strong majority of the schools surveyed (97.3%) confirmed that their annual financial
statements were audited annually by private auditors. Figure 4.2.2.2 is illustrative of the
adherence by schools to the provisions of section 43 of the South African Schools Act (No.
84 of 1996) which requires financial records and statements of schools to be audited by
persons registered in terms of the Public Accounts and Auditors Act (No. 80 of 1991) or
that persons should be qualified in terms of section 60 of the Close Corporations Act (No.
69 of 1984) or should otherwise be approved by the Member of the Executive Council.

Private audit and governmental audit of financial reports: a comparison

Treasury regulations issued in terms of the Public Finance Management Amendment Act
(No. 29 of 1999) direct all provincial governments to constitute internal audit units. When
the internal audit unit of the Department of Education was disbanded following the
restructuring, the inspection of school finances was taken over by the Department of
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Finance and Economic Development, later renamed Treasury. However, inspections by
Treasury were discontinued in 2005 when the Limpopo Province adopted a shared internal
audit approach, which became centralised in the office of the Premier.

Twelve inspection reports for different schools compiled by the inspection unit of Treasury
during the period 2003 to 2005 were reviewed. All twelve reports listed a wide range of
discrepancies which were uncovered at the public schools inspected. A common
discrepancy in all but two of the reports was the shortage of money, where the amount
received as per a specific set of receipt numbers did not tally with the amount banked for
the same sequence of receipt numbers.

Fifteen reports on financial statements prepared by private auditors were perused. Of the
fifteen reports scrutinised, not a single anomaly was reported on by the private auditors.
The auditors’ opinion, in all cases, was that the financial statements, which were the
responsibility of the members (school), fairly present, in all material respects, the financial
position of the school for the financial year concerned. As to whether private auditors were
constrained by the prescribed scope of the audit from exposing discrepancies is an issue

which certainly needs to be looked into.

The effectiveness of audit by private firms needs to be brought under scrutiny. There is
evidence that government audit units were more scrupulous in their conduct of audit
functions than private auditors. One can reasonably conclude that the manner in which
private auditors did their job appeared to be largely inspired by the desire to satisfy the
expectation of their clients, and consequently to retain and sustain the client for future
business. There was no evidence to show any seriousness by private audit firms to unravel
discrepancies in financial management. Perhaps this attests to the reason why the rate of
submission of reports to private auditors by schools was high (97.3%). The common
practice by school principals and SGB members to keep flagging the private auditors’
report to all and sundry as evidence of clean financial administration needs to be viewed
with caution. The internal audit unit in the premier’s office had not yet, according to a
manager in the unit, extended its functions to public schools largely due to staff
constraints. Contrary to the provisions of Treasury Regulation 3.1 issued in terms of the
Public Finance Management Amendment Act (No. 29 of 1999) there was therefore no

internal audit at public schools.
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4.2.2.3 Stocktaking

Figure 4.2.2.3: Frequency of stock
taking at schools
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Stocktaking reflects a measure of accountability for the preservation and maintenance of
stock items. The data in figure 4.2.2.3 demonstrate that 74% of schools conduct stock-
taking of property. In terms of section 195 of the constitution of the Republic of South
Africa, 1996, resources must be used efficiently, economically and effectively. To give
effect to this constitutional provision, sections 45 (b & e) of the Public Finance
Management Amendment Act (No. 29 of 1999) implore every official of the department to
be responsible for the effective, efficient and economic use of resources and the
management of assets within the official’s area of responsibility. For schools in particular,
the enabling legislation in this regard is section 37 (6) of the South African Schools Act
(No. 84 of 1996) which indicates that assets of a public school must be used for
educational purposes in connection with such a school or for the performance of the
functions of the governing body. The prescripts on the management of finances at public
schools implore public schools to keep stock registers and ensure that stocktaking is
conducted annually during the last quarter of each year.

Although the findings indicate that 74% of the schools conducted stocktaking, the
document study indicated otherwise. Stocktaking basically involves physically counting
the actual quantities on hand and comparing the quantity found with the quantities
recorded in stock registers to establish whether the physical count and paper-record tally or
whether there is a shortage or surplus stock. When stocktaking reports where requested
from five schools, three under the Greater Tzaneen Municipality and the other two under
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Greater Letaba Municipality, what was submitted could not be called stocktaking reports.
All the reports listed only the descriptions of the items, the quantities on hand and the date
when counting was done. There was no comparison of the quantities on hand and
quantities in the registers. The reports were more about stock counting than stocktaking.

4.2.2.4 Incidents of improper use of funds

Figure 4.2.2.4 : Number of incidents of
improper use of funds at schools
over the past three years
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Data collected from education authorities on incidents of improper use of funds are
reflected in figure 4.2.2.4 above. Half (50%) of the education authorities surveyed
indicated that incidents of improper use of funds existed but were not reported, while
29.2% felt that the incidents were not discovered. Less than three incidents of improper use

of funds were handled by 12.5% of the authorities.

Regulation 4.1.1 and 4.1.2 of the Treasury Instructions issued in terms of the Public
Finance Management Amendment Act (No. 29 of 1999) indicate that if there are
allegations of financial misconduct, investigations should be conducted within a reasonable
period and that disciplinary proceedings are to be carried out in accordance with the

relevant prescripts.

4.2.3 Feedback on financial accountablility

Data were collected to establish whether sanctions were preferred against schools which
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did not comply with financial reporting prescriptions. The data also sought to find out
whether action had been taken in cases where school financial reports, after evaluation,
were found to contain discrepancies. The feedback stage, referred to by scholars of
accountability as a stage of ‘holding to account’, constitutes the third and last phase of the
accountability process. Section 45 of the Public Finance Management Amendment Act
(No. 29 of 1999) implores public officials to take effective and appropriate steps to
prevent, within the official’s area of responsibility, any irregular and fruitless expenditure.

4.2.3.1 Action taken for non-compliance

Figure 4.2.3.1: Action taken against
schools not complying with reporting
prescriptions
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Fundamental to the effectiveness of the accountability system is that there must be
consequences for failure to meet expectations. Figure 4.2.3.1 exposes an affirmation by
education authorities that no action was taken against schools which failed to submit
financial reports as stipulated by the various pieces of legislation. This may be ascribable
to the fact that the position of the office where the competency of enforcing compliance
should be located was still obscure. Should it be the governance section of the department
of education or should it be located in the internal audit component of the office of the
Premier? The governance section was not carrying out school financial inspections. In
actual fact the organisational structure of the section was populated by education
specialists with little predisposition towards government finance and auditing. For
governance section to embrace the function of inspection of school finances, a major re-
organisation was necessary. It would seem unprocedural for the internal audit unit in the
premier’s office to take action against schools which do not comply, since, according to
section 43 of the South African Schools Act (No. 84 of 1996), schools must submit their
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annual financial reports to the head of the Education Department.

4.2.3.2 Feedback to schools which complied with reporting requirements

Figure 4.2.3.2: Type of feedback given by education
authorities to schools which comply with reporting
prescriptions
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Figure 4.2.3.2 indicates that 54% of education authorities surveyed did not give feedback
to schools which submitted reports as required. Twenty-five percent (25%) of the
authorities indicated that they only acknowledged receipt of the financial reports, while
20.8% indicated that the issue was not applicable to them because schools did not submit
financial reports. Feedback, whether good or bad, is crucial for schools for evaluation of

financial accountability.

43 QUALITATIVE DATA ANALYSIS

4.3.1 Analysis of comments by respondents

As structured interviews were conducted and questionnaires administered, it was deemed
fair to allow respondents to express views and feelings on matters relating to accountability
which were not covered in the structured interview or questionnaire. These were feelings
and views which parents, schools and education authorities felt strongly about. It became
clear that those who participated emitted a sigh of relief at being allowed to express
something that they apparently had no other platform where they could voice it.
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4.3.1.1 Parents

Comments by parents and guardians of learners revealed two facets of parents’ views
regarding school finances. Firstly, the comments exposed ignorance and carelessness on
the part of parents with regard to involvement in school financial matters. The second facet
was that parents seemed to have absolute trust in the school management and governance
regarding the handling of schools finances such that they saw fit to leave things in the
hands of such structures. Remarks made by parents/guardians during the interviews
included the following:

- things are left in the hands of the school

- it is the SGB which knows more about finances at the school

- miss many meetings because of work commitments

It appeared that parents were not aware of the meaningful role they were supposed to play
in school finances. The literacy levels of parents could be a contributing factor in this
regard. Figures released by the Mopani district municipality (2005:19) indicate that only
12.6% of the population of Mopani is in possession of a Grade 12 certificate while 37.8%

of the people in the district had no schooling at all.

4.3.1.2 Schools

Remarks by most of the schools surveyed leaned towards a call for more government
assistance in school financial management. Some of the more important comments made
by schools include:
- more workshops on financal management are needed
- we request regular checking by circuits
- workshops for SGB and school managers should be held quarterly
- Department must appoint a financial officer for each circuit to ensure that
control of funds is uniform across all the schools
- stocktaking is not done properly because educators are not workshopped
- parents should attend meetings
- the department of education should liaise with other departments to motivate

parents to attend meetings

An enquiry was made with the district office of the Department of Education regarding the
organisation of workshops on school finances. It was discovered that the district provided a
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budget on an annual basis, for the training of educators and school governing bodies on
school finances. The budget was under the responsibility of Education Management and
Governance Development (EMGD) sub-directorate and covered items such as food and
beverages, accommodation, stationery and transport for the workshops. It was further
discovered that all schools in the district had been work-shopped on more than one
occasion. The ingenuousness of the call by schools for workshops on school finances was

therefore controversial.

4.3.1.3 Education authorities

Both the circuit and district officials called for more intervention by the district or head
office to ensure financial accountability by schools. There was a general belief that all was
not well at schools in as far as financial accountability was concerned. Officials expressed
the feeling that principals dominated the show. Education officials also indicated that
instances of finger-pointing between SGB chairpersons and school principals concerning
school finances were abundant.

Education officials at provincial level emphasised, however, that schools should be self-
governing and financial accountability should largely take place at school level. There
should be minimal intervention by super-ordinate offices. The divergent views held by the
circuit and district officials on the one hand and provincial office officials on the other
hand gave rise to a paradox regarding financial accountability of some sort. This paradox
of financial accountability at schools held on the one hand that schools should be self-
managing and basically render financial accountability to local school structures with little
involvement by senior offices. On the other hand there was expectation by circuit and
district officials for regular inspection and more involvement by super-ordinate offices in
school financial matters to ensure accountability. If the district and provincial offices were
largely involved in financial control at schools, they could not fairly praise or blame the
school for success or failure to achieve results. The necessity for empowerment of local
structures also generates a need for encouraging more financial accountability at local
levels.

4.4 FINDINGS FROM OTHER DOCUMENTS

A variety of documents were written by schools, circuit offices, district and provincial
offices to keep a running record of those events that were deemed important. Some of the
findings which have a bearing on the financial accountability of schools are presented in
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the ensuing paragraphs.

4.4.1 Cases of under-expenditure

Commitment registers maintained by the district office show that a considerable number of
schools failed to expend the budget allocated to them by the provincial office of the
Department of Education. This was in respect of those schools who submitted requisitions
for the district office to process requisitions on their behalf, or non-section 21 schools as
they are commonly known. During the financial year 2005/2006 a total amount of R842
111.84 of the allocation for the non-section 21 schools remained unutilised and was
subsequently forfeited.

Inability to expend budget raises questions of financial accountability since the purposes
for which the funds were earmarked were not fulfilled and the funds were never recovered.
According to the financial policies of government, allocations which are not utilised during
a given fiscal year are forfeited and the amount is written back to treasury.

According to records kept by the district, there were basically two reasons why schools
failed to expend their allocations. Firstly, schools could not submit the invoices at all or the
invoice was submitted late, during the last days of the fiscal year and could therefore not
be processed before the cut-off date. Secondly, the school could not submit the requisition
at all or the requisition was submitted very late, towards the end of the financial year.
Some schools, however, accused either the circuit office or the district office of not
processing their requests in good time, hence their forfeiture of all or a portion of their
allocated funds. Schools normally received their allocations during the months of July or
August. This gave them a period of seven months to process their requests before the close
of the financial year on 31 March. The period was quite sufficient for the processing of the
orders.

4.4.2 Lack of accountability for assets

Answerability for the acquisition and proper utilisation of assets appeared to be an area
largely overlooked by the authorities. Too often the only area of finance where
accountability was expected was where financial figures were considered in documents
bearing accounting figures. There was a tendency to forget that material goods and services
were also items of value and should therefore be considered when financial reporting and
evaluation were undertaken. Section 45 (e) of the Public Finance Management Amendment
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Act implores officials to effectively safeguard assets under their responsibility.

The ensuing presentation is based on a report on anomalies discovered by the asset unit of
the district office during an asset bar-coding process at public schools and looks into the

asset component of financial accountability.

4.4.2.1 Goods paid for but not received

The standard procedure was that all schools which were classified as ‘section 20 schools’
by the South African Schools Act of 1996 were to acquire goods and services through the
normal departmental procedure. Unlike schools which acquired section 21 status, their
funds were not deposited into the schools’ accounts. Section 20 schools are schools which

are deemed to be lacking in capacity to manage finances.

According to a circular issued by the district office, a signed and stamped invoice should
be submitted to the district office only when the goods have been received from the
supplier. It is on the basis of the signed and stamped invoice that the district is mandated to
effect payment. Copies of all purchase orders bearing the details of the assets acquired by
the school are handed over to the assets unit which must undertake field work where assets
are bar-coded at various schools. All assets purchased by schools are bar-coded by the
assets unit of the district as a way of maintaining and up-dating the electronic asset
register. A report by the assets unit on the bar-coding of assets purchased during the
financial year 2005/6 indicated that a number of anomalies were detected. In no less than
six cases, the bar-coding team could not find the assets to be bar-coded. It was established
that schools had signed invoices as proof that the goods had been received, whereas they

had not actually been delivered.

4.4.2.2 Property at the homes of principals

The practice of keeping assets at school principals’ private residences appeared to be
widespread in the district. Security was cited by school principals as the reason why certain
properties were kept at private homes. The assets unit mention in their 2005/2006 report
that school property was found at the homes of school principals. These properties
included television sets, video-cassette recorders, fridges, photocopying machines,
computers, hi-fi sets and chairs. When one principal’s residence was visited, the school’s
television set was switched on and a child was playing TV games on it. In another case it
was discovered that a principal who kept a school photocopying machine at his home was
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also the owner of a printing business. The situation became a difficult one for both the
assets unit and the school. On the one hand the assets unit took the position that they could
not bar-code assets which were kept at private residences because doing so would be
tantamount to authenticating the practice. On the other hand, schools, fully acquainted with
the levels of crime in the area where the school was situated, may have had genuine and
legitimate reasons for keeping school property at private residences where it was relatively
safe. Asset unit officials expressed disillusionment at the lack of action by authorities in
spite of reports which they had compiled listing irregularities.

4.5 CONCLUSION

The data demonstrated that although the schools complied with reporting requirements, the
state of assessment of the financial reports was deficient. Consequently, presentation of
financial reports by schools was carried out merely to comply with the laws and
regulations, without regard to the reliability and correctness of the reports. What came out
clearly was that the effectiveness of financial accountability by public schools was
compromised by the poor attendance of meetings by parents, the inefficiency of the kind
and scope of the audit conducted by private auditing firms, the marginalisation of public
schools from the scope of the audit processes conducted by both the office of the auditor-
general and the internal audit unit of the province. The absence of a unit in the Department
of Education to take responsibility for the handling of the annual financial reports was a
matter which required serious attention by the education authorities. The next chapter will
provide concluding remarks and also detailed recommendations which will hopefully
enhance the state of financial accountability of public schools in Mopani.
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CHAPTER FIVE

CONCLUSIONS AND RECOMMENDATIONS

The policy of the South African government to assume responsibility for the funding of
public schools from public revenue carries with it certain obligations and responsibilities.
The Ministry of Education is accountable to the voters-cum-taxpayers regarding the
utilisation of funds appropriated for various programmes in its department. It remains the
obligation of the legislature, as elected political representatives, to ascertain that the
management of funds by the executive authority complies with the standard requirements
for good, sound and honest financial management. To this end, the accounting officer of
the Department of Education must ensure that public schools utilise public funds according
to conditions laid down in applicable legislations. This could be realised if public schools
render financial accountability. Financial accountability assists in the promotion of good
governance and is one method of fighting corruption and abuse of public funds.

The main objective of this study was to determine whether public schools in Mopani
District, as recipients of grants deriving from taxpayers, effectively accounted for the
funds. The focus of the study was on the external accountability. Financial accountability
for public schools is laid down in the constitution of the Republic of South Africa, 1996,
the Public Finance Management Amendment Act (No. 29 of 1999), the South African
Schools Act (No. 84 of 1996) and other regulations issued from time by the government.
The objective of determining financial accountability of public schools was carried out in
three ways. Firstly, the study sought to ascertain whether public schools presented financial
reports as prescribed. Secondly, the objective was to verify whether the financial reports
were assessed. Lastly, the study aimed to ascertain whether feedback was given to schools
which complied and those that did not comply with reporting prescriptions. Public schools
were allocated budgets on an annual basis for managing aspects of their recurrent
expenditure.

Chapter One served as a problem-definition phase and also underscored the significance of
the study. Since public schools are provided annually with financial grants by the
education departments, the study sought to establish whether schools effectively accounted
for the monies which they received. The approach to evaluation of financial accountability
was by way of a survey, aimed at finding answers to three critical questions. Firstly, the
survey intended to establish whether public schools submitted financial reports as
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prescribed by the constitution of the Republic of South Africa, 1996, Public Finance
Management Amendment Act (No. 29 of 1999), the South African Schools Act (No. 84 of
1996) and other prescripts. Secondly, the survey also sought to find out whether the
manner in which financial reports were evaluated was reliable. The reliability of evaluation
could help uncover incidents of mismanagement of funds. Lastly, the survey also planned
to establish whether any action was taken against schools which failed to render account.
The chapter concluded by highlighting that the study would be of benefit to schools as they
would be able to see where they could improve in as far as financial accountability was
concerned. The findings of the study would assist education authorities to identify areas

where intervention was necessary.

The focal point in chapter two was how different researchers and scholars conceptualised
financial accountability. It emerged that financial accountability is but one type of a wide
range of accountability relationships in the public sector and refers to the need for
institutions to provide reports indicating how resources entrusted to them have been
managed. The literature study was organised according to the process of accountability,
which entails presentation of reports, assessment of reports and provision of feedback.
Various forms of evaluations contained in literature study include the traditional methods
of auditing, dialogue and the recent strategy of evaluation through market mechanisms. It
was clear that financial accountability at schools was viewed in a more serious light in
developed countries like the United States and Britain. Chapter two closed with an
indication that the traditional methods of rendering account were being complemented by
recent approaches which include performance reports, watchdog agencies and market
mechanisms. Multi-faceted methods of rendering accountability were encouraged in
democratic states.

Chapter three of the study centered on the design of the study and the methods that were
used to gather the data for evaluating the financial accountability of public schools in
Mopani District. Quantitative methods of data collection were used, which included
questionnaires and structured interviews. The questionnaire and structure interviews
covered questions on the presentation of reports by schools, evaluation of the reports and
whether action was taken against schools which failed to present reports. It was felt,
however, that an in-depth understanding of financial accountability by schools could not be
achieved without looking into the context in which the schools operated. Evaluation
research cannot be understood by relying only on statistical computations. To this end, the
enquiry also employed qualitative methods of gathering data. These methods comprised of
observations and analysis of commentaries made by parents, educators and education
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officials during the data-gathering process. Documentary study, as a method of data
collection was also used. Chapter three also described the population and the target group
where the enquiry was carried out and the sampling methods used. The different
techniques used in data gathering throughout the survey were explained. No

insurmountable challenges were encountered in the data gathering process.

The data obtained through the methods explained in chapter three were analysed and
presented in chapter four. Chapter four was where a clear picture emerged of whether
public schools in Mopani effectively accounted for the finances entrusted to them or not.
Data were presented on variables evaluating compliance with reporting prescriptions by
schools, assessment of financial reports submitted by schools and feedback to schools from
education authorities. On presentation and evaluation of reports, findings showed that
although the majority of schools submitted audited reports to education authorities, there
was no unit at the Department of Education to assess the reports. In actual fact, some
schools indicated that they no longer submitted reports because of lack of directive from
the authorities. The reliability and objectivity of reports compiled by private auditors were
also brought under scrutiny and found doubtful. The usefulness of such reports needed to
be revisited. Although a significant majority of schools indicated that they presented
annual financial reports to parents, it emerged that such meetings were poorly attended.
The capacity of such meetings to interrogate the reports became weak. Presentation of
financial reports therefore appeared to be only for compliance purposes without regard to
objectivity, reliability, quality, and correctness of such reports. An unevaluated report is
worse than no report. The probability of uncovering incidents of improper use of funds was
less where reports were not thoroughly evaluated or not evaluated at all. Chapter four
concluded by indicating that the effectiveness of financial accountability by public schools
was further compromised by the exclusion of public schools from the scope of audit
processes conducted by the office of the Auditor-General and the internal audit unit of the

province.

Based on the critical issues raised, the following recommendations are made:

a) A School Finance Unit should be established under the governance sub-directorate
at circuit office level. The unit should be primarily responsible for assessing the
annual financial reports presented by schools and for regular monitoring of
financial controls at all public schools in the particular circuit office. The unit will
ensure that parents and school governing bodies play a meaningful role in finances
at the school. This approach seeks to promote and strengthen accountability at the
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b)

d)

most local level. While super-ordinate offices like the circuit office, district office
and the provincial office of the department of education have a role to play by way
of overseeing and enforcing certain financial control measures, they should not
delve deep into financial management at schools as this will eviscerate them from

their ability to hold schools accountable.

Eligibility for the disbursement of funds to schools should be made conditional.
Only schools which have complied satisfactorily with financial reporting
prescriptions and budgetary requirements could have their funds released. These
reporting prescriptions should include annual financial statements presented to
parents; quarterly financial reports presented to the school governing body; and
audited annual statements presented to the Department of Education. Where
incidents of improper utilisaton of funds have been uncovered at the school,
evidence should be submitted, as part of the reports, indicating that the incidents
have been reported and action is being taken. Of critical importance is that the
financial statements submitted to the Department must be thoroughly assessed by
the unit contemplated in the preceding paragraph. Only when the unit has certified
the reports as acceptable, should funds be paid out. Where reports are not

forthcoming or are incorrect or false, the Department should intervene.

As a mechanism to strengthen the assessment of financial reports, transparency
should be fostered. Financial accountability must be inseparably bonded with
transparency. The practice whereby school financial reports move from office to
office and end up in filing cabinets without being published for consumption by the
general public does not serve the purposes intended by principles of financial
accountability. Budget allocations for schools and annual financial reports of
schools need to be published, preferably in departmental newsletters and the local
media. This will ensure that financial information of the schools is readily available
to educators, parents and the members of the general public.

The nature, quality and scope of auditing by private audit firms must be
continuously scrutinised. As a form of improving the reliability of private auditing,
a school must not be allowed to make use of the services of one audit firm for a
continuous period exceeding five years. There must be rotation of audit firms by
schools. There is a need for the provincial government to raise the issue of quality
and standards of auditing with the controlling body to which private audit firms are
affiliated.
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