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ABSTRACT 

Financial management in all three government spheres is regulated by Acts, and 

National and Provincial Governments are guided by the PFMA. In the local 

government sphere the MFMA helps managers to maintain a sustainable 

management of the financial management in all government spheres; to set up and 

apply treasury regulations and standards for all organisations. 

The Public Finance Management Act (PFMA), Act 1 of 1999 underlines the fact that 

the management must make sure that government institutions do comply with laws 

and regulations as well as all the financial policies designed by organisations. Ever 

since the approval of the PFMA, there are still challenges being encountered to 

effect compliance with the Act by government Departments. This study aimed to 

investigate managerial control measures in monitoring unlawful expenditure in the 

Department of Agriculture - North West. In trying to achieve the objectives of the 

study, two methods were used (qualitative and quantitative methods) in this study. 

Data was distributed and collected from 104 participants and interviewees. The data 

analysis process was done through the Statistical Package for Social Sciences 

(SPSS version 23) followed by text derived from data obtained from the interviewees' 

actual responses. Findings were presented in the form of graphs and tables as well 

as narration with concomitant consideration of aspects. 

The study has revealed that there is low correspondence in the existing managerial 

controls to measure unlawful expenditure, which means that there are no existing 

managerial controls in place in the Department and also that there are high levels of 

expenditure that are unlawful and the Department is not doing anything to design or 

come up with the measures necessary to eliminate unlawful expenditure. The study 

also recommends that all employees within the Department must comply with the 

PFMA and financial policies to avoid and where necessary to curb unlawful 

expenditure. 
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CHAPTER 1 

1.1 INTRODUCTION 

The success of Departmental financial systems in most countries is largely 

dependent on the effectiveness of its financial management policies, operating 

systems as well as the skills of responsible managers. The argu·ment is supported by 

a study conducted by (Devarajan , 2015) in Rwanda which found that Departments 

within the public service that perform poorly in the management of their finance do 

so as a result of lack of knowledge of financial policies. In South Africa, management 

of financials in government is governed by the Public Financial Management Act (No 

1 of 1999). The Act (PFMA) can be defined as an Act regulating the usage and 

management of government assets, liability, income and expenditure. Under this Act, 

irregular expenditure is considered as expenditure incurred not according to 

legislation 's requirements , legislation relating to procurement procedures in the 

provincial government and the PFMA. 

In government policies, an asset is described as a resource controlled by an 

organisation as a result of previous events from which there will be an expected 

increase of future economic benefits to the same organisation (IFRS, 2012). On the 

other hand , the present obligations of the institute occurring from previous events 

and the settlement of which is expected to result in an outflow from the organisation 

of resources embodying economic benefits are defined as liabilities. Revenues are 

inflows in an organisation and expenditures are outflows which result in a decrease 

in equity (Oppermann , Booysen , Binnekade, & Oberholster, 2006) . 

Also in government policy documents, fruitless and wasteful expenditure are defined 

as expenditure made in vain which could have been prevented should sensible care 

have been implemented . Furthermore, there are also unauthorised expenditures 

categorised under the act (PFMA) as expenditure not according to the purpose of the 

main division of a vote , a vote specifying the sum which has been appropriated per 

Department in the appropriate Act. 



The objectives of the PFMA may be summarised as to: 

• present the financial management system in national and provincial 

government; 

• allow managers to account for every transaction that has been incurred and to 

manage financial affairs; 

• make sure that every time there is provision of excellent and accurate 

information , and 

• Reduce corruption and misuse of public resources (Mathebula, 2014) . 

Unauthorised expenditure under the act can be classified as activities that result in 

fraud and corruption in the utilisation of allocated funds. According to Danie (2012) , 

corruption can be defined as an intention to not complying to laws and regulations or 

be intentionally negligent with the aim to benefit personally. There are some 

procedures in the Department or activities that lead to irregular, fruitless, wasteful 

and unauthorised expenditures to occur. These happen in the process of bidding for 

a tender when there were no competitive bids and the Department just chose service 

provider of their choice without following the policy that covers the procurement 

procedures. There are occasions where by there is non-compliance to legislations 

and policies. There must be transgression of a provision contained in the legislation 

or internal policies when determining if the expenditure has occurred. 

There are other situations of fruitless and wasteful expenditure, where Departments 

are charged for interest by service providers and some interests cannot be avoided , 

this is an internal matter and the accounting officer has a responsibility to determine 

if any official is liable and immediate steps are to be taken to recover the expense. A 

register is kept throughout the investigation process until the case is closed . The 

Departments do not spend funds provided for the purposes of the strategic plans 

(PFMA No.29 of 1999). 

Therefore, the motivation for this study is to analyse the ineffectiveness of 

managerial control measures in monitoring fruitless , wasteful, irregular and 

unauthorised expenditure which occurs regularly in the Department of Agriculture. 

Furthermore, corruption still continues as misuse of state funds is a regular 



occurrence, as is non-compliance with regulations and policies when employees 

perform their duties on a daily basis . 

1.2 Motivation for the study 

There is an Act that guides managers in government in the planning and the 

preference procurement system to be used before procuring and that Act is the 

Preferential Procurement Policy Framework Act, 2000 (Act NO.5 of 2000), further in 

the Act there are requirements that should be met such as to evaluate the tenders 

functionally, preferential systems, to check BBBEE (broad-based black economic 

empowerment) status in the process of awarding contracts to tenderers by not 

scoring the highest points , and finally the cancellation and re-invitation of tenders in 

the government system (Preferential Procurement Framework Act, 2000). 

The Constitution of the Republic of South Africa (1996) provides for the 

establishment of three separate, yet interdependent and interrelated spheres of 

government, a national government, provincial governments and local governments. 

National government does not directly deliver the basic social services to the citizens 

in provinces and that implies that provincial governments render services to the 

community more, moreover coordinating and management of local municipalities in 

the function of service delivery. National government should therefore concentrate 

more on the legislative and policy framework of the two other spheres of government 

and on assisting them financially, technically and through administrative capacity. It 

was imagined that getting out to civil society would reinforce participation in politics, 

economics and social activities that could harness the process of democratisation 

(Naidoo, 2012) . 

Financial management in all spheres is regulated by Acts, and in local government 

the MFMA helps managers to maintain a sustainable management of the financial 

management of municipalities and other organisations in the local sphere of 

government; to set up treasury regulations and standards for the local sphere of 

government; and to offer for services that are connected therewith. 



1.3 Background to the problem 

The study focuses on the ineffectiveness of managerial control measures in 

monitoring unlawful expenditure in the Department of Agriculture. Audit reports for 

the past five years , (Annual Report 2010/2011 , 2013) have revealed that unlawful 

expenditure is one of the key problems that need attention in the Department of 

Agriculture . Every financial year, there are disclosures in the annual financial 

statement revealing unlawful expenditures. There are concerns that management 

needs to exercises effective control in order to curb these expenditures in the 

Department. Furthermore, it is very important to determine whether sounds control 

measures have been put in place and are implemented and functional. Through th is 

study, the researcher will determine whether: 

• Proper financial regulations, policies and Acts in the Department are being 

followed by managers; 

• The non-compliance with the supply chain management (SCM) regulations is 

considered as a serious matter in the Department; and 

• Whether, there are strategies in place to address weaknesses through 

enhanced internal controls systems, the development and valuable leadership 

in the Department. 

1.4 Statement of the problem 

For the past five years through annual reports , the Department of Agriculture has 

disclosed unlawful expenditure in its financial statements amounting to 

R32 ,063 ,000,00 of unauthorised, fruitless and wasteful expenditure amounting to 

R6 ,000 ,000 ,00 and R114,515 ,000 ,00 of irregular expenditure in the 2010/2011 

financial year, R20 ,679 ,000 ,00 unauthorised expenditure, R745 ,000,00 fruitless and 

wasteful expenditure and for irregular expenditure the amount is R154 ,926,000,00 

for 2012/13, for 2013/2014 unauthorised expenditure is R20 ,679 ,000, R123,000 ,00 

of irregular expenditure and RO of fruitless and wasteful expenditure of which an 

amount of R28 ,000,00 of fruitless and wasteful expenditure was resolved . For the 

2014/2015 financial year a R20,679 ,000,00 of unauthorised expenditure, 

R12 ,423 ,000 ,00 of irregular expenditure and R27,000,00 of fruitless and wasteful 

expenditure was resolved through disciplinary action and resulted in fruitless and 

wasteful expenditure having a zero at the financial year end . Although for the year 

A 



2013/14 the expenditures went down, the PFMA requires heads of Departments to 

take all reasonable steps to prevent unauthorised , irregular, fruitless and wasteful 

expenditure. However, unlawful expenditures never seem to end as the 2014/2015 

financial year reveals the persistence of this expenditure in the Department of 

Agriculture . 

1.5 Objective of the study 

The main objective of the study has been to investigate the ineffectiveness of 

managerial control measures in monitoring unlawful expenditure in the Department 

of Agriculture - North West. This objective will be achieved through the following sub

objectives. 

1. Investigate whether the policies in place are effective in controlling the 

management of finances in the Department of Agriculture . 

2. Investigate whether the existing managerial skills and that of finance 

employees are the right skills to implement the financial policies in the 

Department of Agriculture 

3. Investigate the existing managerial control measures to eliminate 

ineffectiveness of unlawful expenditure and make sure they are adequate. 

4. Determine the challenges that the Department experienced in monitoring and 

implementing control measures to control unlawful expenditure. 

5. Recommend strategies that can improve the monitoring process of unlawful 

expenditure in the Department of Rural , Environmental and Agricultural 

Development. 

1.6 Research questions 

In order to understand why the measures put in place to curb unlawful expenditure 

are ineffective, the study will attempt to find answers to the following questions: 

1. Are policies in place to ensure effectiveness in the control and management 

of finance in the Department of Agriculture? 

2. Are the existing managerial skills and that of finance employees the right skills 

to implement the financial policies in the Department of Agriculture? 



3. Are there managerial control measures to eliminate the ineffectiveness of 

unlawful expenditure? 

4 . What are the challenges that the Department experienced in monitoring and 

implementing control measures in unlawful expenditure? 

5. What recommendations can be offered to improve the monitoring process of 

expenditure in the Department? 

1.7 Delimitation (scope) 

The study focuses on the Department of Rural , Environment and Agricultural 

Development (READ) which is situated in the North West Province, Mafikeng. The 

study also analyses the ineffectiveness of managerial control measures in monitoring 

unlawful expenditure in the Department. The research will be limited to the members 

of the staff particularly senior managers, middle managers and support staff in 

different sections of the Department. 

1.8 Aim of the study 

The study is important in that it investigates the ineffectiveness of managerial control 

measures in monitoring unlawful expenditure at the Department of Agriculture -

North West. This is beneficial to policy-makers; government institutions, individuals 

as well as academics involved in the field of public finance management. The study 

may also highlight areas of potential improvement within the governmental unit that 

might aid in helping curbing unlawful expenditure. The study may also highlight 

areas of potential improvement within the government. 

1.9 Limitations of the study 

Although every effort was made to ensure that this research is conducted as 

carefully and objectively as possible, the following limitations might have a negative 

impact on the research . 

• Limitations in sample sizes used for relevant interviews and questionnaires 

due to time constraints; 

• Limitations in the access to all necessary data for the completion of the 

research and 



• Limitations in the access to a suitably diverse group of managers due to their 

geographical distribution. 

1.10 ASSUMPTIONS 

The following assumptions have been made in this research . 

• The research respondents will be available and willing to participate in this 

research ; 

• All respondents will complete questionnaires honestly and comprehensively 

during the research ; 

• Access to and the ava ilability of documentation will be achievable during the 

research process; 

• The data collected will be sufficient to support the thesis . 

1.11 Summary of chapter one 

In this introductory chapter, a brief orientation has been provided describing the 

motivation for the study, the background of the statement, statement of the problem, 

research questions, research objectives, and scope of the study, the significance of 

the study as well as the limitations of the study. 

.., 



CHAPTER 2: LITERATURE REVIEW 

2 Introduction 

This chapter deals with the causes that lead to unlawful expenditure in the 

Department of Agriculture and what control measures management have been put in 

place to curb unauthorised expenditure. The chapter begins with legislation and 

policies governing public finance management in South Africa. It is followed by the 

definition of the concepts of unlawful expenditure as encapsulated in the Act. The 

study further analyses the existing managerial skills and that of finance employees 

whether it is the right skills to implement the financial policies in the Department of 

Agriculture. 

Furthermore, the internal control measures in place to eliminate the inefficiency of 

unlawful expenditure in the Department will be evaluated . The chapter will also 

identify the challenges that the Department experienced in monitoring and 

implementing control measures in unlawful expenditure. The chapter will also look at 

literature with regard to recommendations on the management of public finance in 

different parts of the world in order to offer strategies that can improve the monitoring 

process of expenditure in the Department. Finally, the chapter will analyse existing 

literature relating to appropriate methodology when researching on public finances in 

different parts of the world. The chapter ends with a summary of the content in the 

literature review. 

2.1 Legislations and policies governing public finance management in South 

Africa 

According to section 38 of the Public Financial Management Act of 1999, the head of 

the Department is required to take corrective steps or procedures to prevent unlawful 

expenditure from occurring which results from the illegal transactions within the 

Department. Corrective and effective actions should be taken should an official 

commit a form of misconduct that undermines the Department's financial 

management which in the end could result in irregular, fruitless and wasteful 

expenditure as well as unauthorised expenditure. Referring to the MFMA, if any 

personnel member of the municipality intentionally approves an unauthorised, 

0 



irregular or fruitless and wasteful expenditure should be held accountable for that 

expenditure they approved. 

According to the PFMA, the key responsibilities of accounting officersare that they 

are required to apply effective, efficient, economic and transparent systems for 

managing and reducing unauthorised expenditure by making certain that there is no 

budget that will be overspent and that budget not being according to the vote in the 

Department and revenue reports must be extracted from the system and compared 

against the budget and the final report must be made from all the information 

compiled and should be done on a monthly basis and the Department must submit 

annual financial statements two months after the end of a financial year in 

organisations. 

The provincial legislature normally requires an annual report from Departments and it 

should comprise any other extra financial information. The annual financial report 

and financial statements audited have to present the state of dealings of the 

Department honestly, the objectives must be compared with the Department's 

financial results and if the Department has performed according to the objectives set 

at the beginning of the financial year and at financial year end of the Department has 

to present its financial position in the annual report. Information concerning the 

Department's "triple E" (economy, efficiency, and effectiveness) in delivering outputs 

and achieving its objectives/outcomes against indicators set out in the strategic plan 

for that financial years should be included in the Annual Report (Fourie D. , 2001 ). 

The supply chain management policies are very difficult and there should be 

sufficient internal controls to confirm compliance with these policies in regard to all 

procurement transactions, otherwise it will almost not be possible to reduce irregular 

expenditure. Due to bad reports , councils at municipalities were not willing to 

standardize irregular expenditure where such expenditure is disclosed in the Annual 

Audit Report. Usually these kinds of findings are included in the critical matters in the 

audit report meaning that clean audit is not achievable (Danie, 2015) . 

At the municipalities managers are requested to inspect procurement transactions 

and report any unlawful expenditure that has occurred to the council and the 
,.,_ 



information regarding such expenditure should be disclosed in the annual financial 

statement. In order to keep away from negative audit find ings, irregular expenditure 

must be recognized by organisations and accurately disclosed in the Annual 

Financial Statements. If non-compliance was found and it not deliberate and there 

was no official liable, the Council can conclude that the irregular expenditure should 

be recognised as irrecoverable and recommend a write-off of such an expenditure 

(Danie , 2015). 

SCM is directed by policies and regulations relating to it. Compliance with the 

policies and regulations is a critical issue in South African government. Practices 

relating to non-compliance with procedures that are related to quotations and bidding 

processes, and incorrect use of preference points system when it comes to choosing 

suppliers are problematic. In the absence of proper bid committees , the use of 

favoured suppliers , passing over of bids in favours , following the incorrect 

procurement process and the extending of contracts periods is common . It was 

noted that insufficient controls and measures for managing the bids, the appointment 

of bid committee members were not corresponding to policy requirements ; and 

inclined motivation for deviations from SCM procedures (Ambe & Badenhorst-Wiess, 

2012). 

Non-compliance with SCM policies is a demanding consideration that needs 

attention . Local government does not experience any financial loss due to non

compliance , justification to non-compliance is mostly believed to be weak internal 

control systems, lack of knowledge of the SCM regulations and human error. The 

weak points can be attended to through better internal controls , tra ining and effective 

management. These will help in the decrease of irregular expenditure, the 

appointment of qualified and experienced employees can establish a supply chain 

management records management system whereby different files are kept for every 

tender and procurement transaction which is above R30 000 , regular SCM training 

for all employees occupied in the SCM section , the keeping of a register of irregular 

expenditure and deviations from the SCM regulations. And finally an implementation 

of disciplinary processes where it has been recognized that officials are guilty 

corruption acts not following the policies (Danie, 2015). 



The external auditors are more important concerning the effectiveness of financial 

management in the provincial government sector than the government officials 

themselves because the officials tend to not comply with policies. These 

weaknesses of financial management in the provincial government Departments 

were identified , responsibilities of officials were not clear, lack of experienced and 

qualified staff, wrong establishment of staff under finance section where the section 

needs employees who have all the knowledge required, the mind-set or rather the 

approach of staff, the ability to achieve set goals and objectives successfully, the 

outdated financial and information systems and inadequate internal control systems 

all contribute to the problem. The other weaknesses identified were that there is an 

absence of knowledge of accrual accounting and the Generally Accepted Accounting 

Practices (GAAP), policies and procedures in the Department may not be in 

accordance to what the PFMA requires and finally lack of knowledge or officials 

having ignorance to the PFMA (Danie, 2015). 

2.2 Definition of the concept of unlawful expenditure 

The PFMA of 1999 defines: 

• Fruitless and wasteful expenditure as expenditure made without achieving 

objectives of the Department and could have been refrained from occurring 

should sound judgement have been applied 

• Irregular expenditure is expenditure that was experienced that was not in 

accordance with regulations and policies. 

• Unauthorised expenditure entails overspending of votes or the main division 

within a vote and also expenditure not in accordance with the intention of the 

vote . 

2.3 Management's responsibility 

The Finance and Audit and Risk Committees are responsible for monitoring the 

relevant controls that have been implemented to make sure there is prevention of 

any losses caused by criminal conduct, irregular, unauthorised , fruitless and wasteful 

expenditure. Evaluations are also conducted throughout the decision-making 

process if interim decisions also cause money to be spent. This is typical in a project 



or contract environment where expenditure is generally not made as a "once off' 

event but is incrementally incurred throughout the life of the project. Expenditure can 

be found to be fruitless and wasteful even if it was made within a given delegation of 

authority. This would be the result of a poor decision to spend (a decision causing a 

loss but that was made rationally, having regard to all the relevant information at 

hand at the time the decision was taken , which would not be classified as fruitless 

and wasteful) . Every employee is obliged to prevent irregular, fruitless and wasteful 

expenditure within his/her area of responsibility . The responsibility for reporting of 

losses caused by such expenditure is specifically assigned to the Chief Executive 

Officer on behalf of the Board since it is the duty of the Board itself to report on this. 

The reporting to the Board must be made to its next meeting after becoming aware 

of the incidence. The reporting of irregular, fruitless and wasteful expenditure must 

be included in the Annual Report (PFMA 29 , 1999). 

It was discovered that most of social service officers concerned in different forms of 

corruption and irregular tenders that cost R?0 million had made payments to lots of 

beneficiaries and they were issued warning letters just ahead of controls systems 

being implemented. Irregular expenditure and fraud by staff resulted in the South 

African Social Security Agency (SASSA) recovering losses of more than R?0 million 

during the 2008/09 financial year. It also seemed that disciplinary actions were taken 

as corrupt employees got dismissed and two left giving resignation letters following 

criminal charges. One was suspended for three months without pay and two were 

facing trial. On the advice of SASSA's financial misconduct board , the rest were 

reprimanded with warning letters. A huge irregular expenditure of more than R69m 

was incurred by officials fa iling to maintain the correct processes of bidd ing from 

SCM policies (Bateman, 2010). 

According to Batemen (2010) internal control systems have been toughened to 

prevent future occurrences that could result in irregular expenditure and for the 

2009/10 financial year irregular expenditure was reduced to R2.5m. Fraud at SASSA 

included an amount of R1 .08m where 15 officials from head office and the Western , 

Northern and Eastern Cape, Mpumalanga and Limpopo committed the fraud , theft of 

money recovered from grant debtors, getting beneficiaries' banking details and 

making withdrawals from their accounts without beneficiaries' consent, and such 



officials made sure that grant money was deposited in their accounts. It was also 

discovered at SASSA that the R1 .22m was wasteful expenditure due to fraud, R9 

000 on penalties and fines for the late renewal of licences which all was wasted from 

taxpayers' money. 

SASSA is accountable for management of the supply of R90 billion in social grants 

to over 14 million South African beneficiaries. A year's budget was received at 

R5 .6bn to spend during the financial year on beneficiaries. The attempt to avoid 

fraud started in April 2005 and it was formed to improve administrative efficiency and 

for the supply of social grant processes to be speeded up. It took two years for 

management to give out grant applications and make payments in nine provinces in 

the country (Bateman, 2010). 

Upon realisation that there is unauthorised, irregular and fruitless and wasteful 

expenditure the mayor and MEC for local government must be informed in writing 

and if there is anyone responsible or under investigation for such expenditure there 

are steps to be taken to regain such expenditure and to prevent a repetition of 

unlawful expenditure. The accounting officer must make sure that there will be a 

recovery of any loss incurred from liable persons or a write-off of loss if irrecoverable 

and unauthorised expenditure in an adjustment budget. Financial misconduct means 

any misuse, mismanagement, misallocation of budgets and theft of the finances of 

any institution and also comprises different kinds of financial misconduct definitively 

outlined in section 171 of the Local Government of Municipal Finance Management 

Act 56, 2003. If a senior manager is suspected of having committed misconduct, the 

municipal council must follow disciplinary procedures according to the Disciplinary 

Code (Auditor General of South Africa , 2012) . 

In a municipality if the municipal manager did not take adequate steps to prevent 

unauthorised expenditure this would be one of the most common material non

compliance findings reported . The Auditor-General reported that non-compliance 

was at a material at 129 auditees (76%) , based on them having experienced the 

exact unauthorised expenditure in the current and previous years and in terms of the 

Auditor General's assessment, adequate controls and processes would have 

avoided it, yet the organisations chose not to implement them (Makwetu , 2013). 
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There are categories of expenditure - they are: current expenditure, payment for 

capital assets, transfers and subsidies and unlawful expenditure which include 

unauthorised expenditure , irregular expenditure and fruitless and wasteful 

expenditure. On the recognition of irregular expenditure the accounting officer must 

without delay report in writing to the applicable treasury the particulars of the 

expenditure relating to the procurement of goods and services, also to the relevant 

tender board , and on discovery of unauthorised expenditure the accounting officer 

must take the correct steps to prevent such actions in future (Academy, 2013) . 

Apparently a few of the political and administrative leadership entrusted with state 

resources enrich themselves instead of acting as keepers of the state. The Public 

Protector argued that there would be no money left for service delivery in SA soon , 

due to an increase in corruption in Departments. There are also standing 

committees, such as the Parliamentary Standing Committee on Public Accounts 

(SCOPA) , this committee reports to the Auditor-General on each government 

Department (Naidoo G. , 2012) . SCOPA in the provincial legislature in the Free State 

and Departments are expected to account for the findings of the Auditor General of 

the Departments incurring R12million in fruitless and wasteful expenditure as 

compared to the one of R29m and R26 in the 2013/14 and 2012/13 financial years 

and these resulted in a decrease. There was an increase in unauthorised 

expenditure from R470m to R601 m in the year under review (Dlodlo, 2015). 

Portfolio committees focus on the financial affairs of the government Departments to 

ensure that money is spent wisely on budgeted activities, and portfolio committees 

do not seem to be doing sufficient work particularly concerning procurement 

processes. Public hearings have taken place where SCOPA questioned the various 

government Departments on their annual financial statements. In the past only the 

public officials from public sector Departments appeared before the committees; 

however, of late members of the executive council (MECs) have also attended 

because the MEC is ultimately accountable to the Department and the quality of 

services delivered , and the head of Department is accountable to the legislature. 

Besides the annual financial reports, government Departments are required to 

produce a number of other documents to assist the committee in its oversight 
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function . The annual performance plan and the strategic plan also assist the 

Committee in monitoring departmental work (Naidoo G. , 2012) 

The annual performance plans and the strategic plans are specific as to what 

outcomes are expected from the money budgeted for each individual programme. 

The Public Finance Management Act 1999 declares that the Departments have to 

submit monthly and quarterly financial reports . These are very useful as the 

committee can track the expenditure traits and avoid the danger of fiscal dumping as 

early as possible thus curbing corruption . Fiscal dumping is also used by 

Departments to protect a possible decrease in the budget allocation to the resulting 

financial year. Such spending does not necessarily add value to the strategic 

objectives and service delivery programmes of the Departments (Naidoo G. , 2012). 

Furthermore Naidoo (2012) outlined that earlier involvements have not been very 

effective in reducing and avoiding corruption, it is obvious that a rise in corruption 

resulted from tenders and the procurement procedures in government. It was also 

identified that a major improvement had been made in identifying and dealing with 

those who have used the system incorrectly. There were also steps that could be 

implemented by the National Treasury to improve procurement capacity in 

government and they may involve tightening up some division in the system and 

strengthening the national procurement, firm human resource management 

processes will be implemented when appointing procurement officers. 

Controlled environments in organisations must be understood in order to assess the 

internal control system which is the basis for the other components in organisations. 

Organisations' controlled environment on risk management have issues concerning 

the integrity of officials and their ethical values, and competence of all employees 

and management with the organisation , management's standards and operational 

methods, the way in which authority and duties are allocated and employees are 

organised and developed so they can have knowledge. There are also control 

environments that affect the achievement of the organ isation 's financial reporting 

objectives and that should be discussed by management, and management should 

also perform risk assessment when it comes to control activities for reports on 

internal control to be prepared , when risks are recognized , proper procedures and 



other control activities are to be implemented to help in the achievement of the 

financial reporting objectives (Aldridge & Colbert, 1994 ). 

Management must present a written report on the effectiveness of the operational of 

internal controls, acknowledgement of management's responsibility for implementing 

and maintaining controls must also be in the report. Management also comments 

that internal control has evaluated and presented the actual controls . In realisation of 

lack and material weaknesses in internal controls they should be discussed for which 

corrective actions should be taken to amend all the wrongs (Aldridge & Colbert, 

1994). 

A recommendation from Auditor General is that people who are competent must be 

hired for positions, and there must be regular financial reporting and implementation 

of processes which to ensure there is compliance with legislation on day-to-day 

activities. People accountable for poor performance and transgression must be held 

accountable to demonstrate that such actions are not allowed and this will promote a 

responsible , accountable and transparent management (Davis R. , 2014). 

SCOPA in the North West Legislature has instructed the municipal manager at the 

Maquassi Hills municipality regarding unauthorised and fruitless expenditure to 

inquire into the unlawful expenditure within the municipality. Section 32 of MFMA Act 

56 of 2003 says that the municipal managers to inform the Mayor on financial issues 

at the municipalities the MEC for the Department of Local Government and Human 

Settlement and the Auditor General must also be informed in writing of any unlawful 

expenditure experienced and those officials who are under investigation who are 

responsible for the expenditure, must further include corrective actions to recover 

and at all cost avoid repetition of unlawful expenditure. The accounting officer must 

make sure that appropriate disciplinary procedures are exercised against any official 

who engaged in a misconduct that affected the finances of an organisation . The 

Deputy Business Executive at the office of the AG Mr Schalla Van Schalkwyk said 

the audit outcomes of five financial years in succession, which were disclaimer audit 

opinions, revealed that the municipality was not spending according to its integrated 

development plan and it resulted in the municipality not being able to establish limits 

on the irregular, fruitless and unauthorised expenditure experienced. The SCM 



policies were clearly disregarded and the municipal public accounts committee could 

not determine from their reports whether funds were spent appropriately (Letlhogela , 

2015) . 

Further, Letlhogela (2015) , stated that the municipal manager is required to carry out 

inquiries as an accounting officer and charge officials who conduct financial 

misconduct and corruption, and if he fails to investigate that then the manager will be 

charged and there was disappointment as there was failure to present proper 

responses to SCOPA questions on the audit report. The municipal governance 

structures need critical involvement as management could not comply with laws and 

regulations . 

There were allegations at the Department of Health that were in the reports that the 

Department was involved in wasteful and fruitless and expenditure and that resulted 

in tax payers' money being wasted wh ich was amounting to R1 , ?million for monthly 

rental for Tirelo bui lding which was not occupied , as the Department relocated to 

another building which is new Office Park building in march 2014. The Department 

did not pay performance bonuses to personnel referring to the budget constraint yet 

they paid a R1 , ?million every month for the building which is not being utilised . The 

Department found itself under the administration of the North West provincial 

treasury since 2014 because of failure to manage its finances . The Head of the 

Department issued a memo directing employees that to avoid unauthorised 

expenditure there should be no further processing of invoices he further wrote that 

the Department is required to comply with remedial measures forced by provincial 

treasury in terms of the PFMA to avoid overspending of the budget (Mail , 2015). 

According to Ambe &Badenhorst Weiss (2012 : 11 ), lack of monitoring and evaluation 

is related to non-existence of strong control environment, and government is 

positioned in an uncooperative position to implement SCM as required by the policy, 

resulting as to why non-compliance goes undetected at a later stage. Procurement 

employees in government spent millions of rands not according to policies and 

regulations. Departments have identified irregular, unauthorised , fruitless and 

wasteful expenditures that were not in accordance with laws and regulations 

because there is deficiency of correct monitoring and evaluation as required and that 
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occurred because of ethics and conflict of interest greatly affect SCM 

implementation . Chief financial officers exercises power but still there is an absence 

of the right discussions with other senior officials , this is an abuse of power as chief 

financial officers make decisions on their own . An approach on the SCM processes 

have been outlined in the National Treasury, these will give guidance to accounting 

officers as there is lack of compliance and application of the guidelines in 

government operations. 

Municipalities have municipal public accounts committees exist, in some 

municipalities they work well and in other municipalities they don 't perform well. More 

attention is given to these committees so that internal accountabil ity mechanism can 

work (Van Wyngaardt, 2015). 

According to Batt (2015) , Section 32(1) (d) of the Local Government: Municipality 

declared that any municipal official who negligently approve a fruitless expenditure, 

the official will be held liable for that expenditure. Afriforum will apply the required 

pressure on the relevant authorities to make sure that a guilty party pays back the 

wasted money. 

Irregular expenditure increased from R942,269,000 2013/14 to R5 , 100,138,000 

in2014/15. SCOPA was requested to investigate the improper state of affair as soon 

as possible. Auditor General last condemned the absence of political management 

and appropriate responsiveness with regard to improving audit outcomes yearly, the 

Department unsuccessfully to act within the PFMA to ensure information that is 

accurate and to decrease wasteful use of public money (Wire, 2015). 

Lack of faithfulness to supply chain management policies has seen Gauteng 

provincial government incurring over R5billion of irregular and wasteful expenditure. 

The MEC of finance in Gauteng wrote to all Departments to emphasise critical 

investigations to be performed in accordance with PFMA and disciplinary measures 

taken against the employees who are responsible for the expenditures incurred . The 

total irregular expenditure for 2014/15 was R5 .8billion which increased from 

R3.8billion of 2013/14 (Makhafola, 2015). 
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It is clear that some of the political and administrative leadership entrusted with state 

resources develop themselves instead of acting as custodians of the state. There 

would soon be no money left for service delivery in SA, due to the frightening 

increase in the irregular in the Department. Corruption has clearly distorted SA 

government performance. In the public sector there are fewer encouragement for 

productivity and effectiveness, efficiencies, more legal and formal restriction, and 

larger political influence. There are more compulsory actions due to the approval and 

coercive power of government, higher levels of inspection of public officials, and 

greater expectations that public officials act fairly, responsively, accountably and 

honestly. Corruption is therefore related to public revenue and public expenditure. 

Corruption affects resource allocation and government performance. Factors that 

affect good governance are policies, programmes and activities that are poorly 

conceived and managed , unethical leadership, poor governance practices such as 

lack of accountability and transparency. It can therefore be reasoned that 

accountability is essential in the prevention of the abuse of power and for ensuring 

that power is directed towards the achievement of efficiency, effectiveness, 

responsiveness and transparency. Corruption occurs in the public sector, which 

affects the delivery of goods and services by and for the government or its citizens, 

whether at national , provincial or local (Naidoo, 2012). 

2.4 Findings from the auditor general 

The Auditor General , Terrence Nombembe said that accountability for results is not 

considered serious as it should be. Bad outcomes are considered as a norm and 

when Departments get disclaimers or qualified reports due to the improper 

expenditures, little happens to them to show that it is not unacceptable and he 

stressed that this is the culture we need to be concerned about (JBAY NEWS, 2014). 

The Auditor-General has reported material non-compliance with legislation at about 

90% of the auditees, even though the percentage is at a reduction with material non

compliance findings , the levels of non-compliance remained high . A frequent 

material non-compliance finding found that over 60% of the auditees were on the 

excellence of financial statements submitted, supply chain management and the 

prevention of unlawful expenditure and furthermore it was found that the auditees 

also materially did not comply with legislation on payment of creditors within 30 days, 



strategic planning and performance management, budget control, consequence 

management, management of assets and revenue and the operations of audit 

committees and internal audit units, (Diamond , 2002) . Unauthorised expenditure of 

R9,2 billion was experienced by 170 municipalities, expenditure decreased by 10% 

as compared to the previous years. Non-compliance by 83% of the auditees was 

due to supply chain management policies which resulted in irregular expenditure of 

R11 ,6 billion and this is a 24% increase compared to prior years and roughly 70% of 

auditees incurred fruitless and wasteful expenditure to the value of R815 million, this 

expenditure increased by 31 % from the previous year. The Eastern Cape province 

accounted for 41 % of this increase in cases of irregular, unauthorised as well as 

fruitless and wasteful expenditure reported in the previous years were not 

investigated by auditees to determine if any official was accountable those 

expenditure (Kimi Makwetu , 2013). 

In case of findings relating to non-compliance with laws and policies, 90% of 

auditees were involved in the judgement; mostly they were related to supply chain 

management. Irregular expenditure was reported at 265 auditees mostly re lating to 

the absence of basic internal controls and poor implementation of proper 

consequences should there be poor performance. The focus was mostly on contract 

management, as a weakness which resulted in project setback, wastage, as well as 

fruitless and wasteful expenditure and this will have a negative impact on service 

delivery. The Auditor-General determined and found that the auditees had 

implemented adequate internal controls to prevent, detect or correct irregularities in 

the SCM processes. The importance of the controls cannot be stressed enough has 

they are an important mechanism to decrease the misuse or rather abuse of 

resources that are needed to render services to South Africans (Kimi Makwetu , 

2013) . 

Wasteful , irregular expenditure and incompetent finance resultedinR3.54 Billion 

expenditure which was not accounted for in the past financial year. Free State 

municipalities did not achieve a clean audit last year because 39% of CFOs were 

considered incompetent according to the Auditor-General. There are three main 

reasons why the municipality encountered such a situation , as key officials lacked 

proper competencies , management responds slowly to warning signals and there 
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are no consequences for poor performance and misconduct. Poor work performance 

by the municipal manager and senior management relates to instances where a 

senior manager including the municipal manager is underperforming in detecting 

unauthorised , irregular as well as fruitless and wasteful expenditure, and disclosing 

such expenditure in the financial statements (Lotriet, 2015). 

(Makwetu , 2014), briefed SCOPA on the audit outcomes of the national Department 

for the year 2012/2013 of irregular, unauthorised and fruitless and wasteful 

expenditure. Apparently there has been an improvement but findings from AG have 

shown that their process is a slow one and the AG hopes that there will be more 

clean audits in government. Findings from AG state that the amount of fruitless and 

wasteful expenditure has come down across the country. The Departments with the 

highest irregular expenditure last year were Co-operative Governance and 

Traditional Affairs coming out tops at R418.4million and that was identified during the 

audit, followed by Public Works , Correctional Services, Transport and then Defence. 

Of the audit outcomes for South Africa 's 40 national government departments the 

AG's office found that six had improved , 30 remained unchanged and four had 

regressed . With regards to unauthorised expend iture , Home Affairs had spent over 

R301 million last year and Public Works spent R166 million that was not in 

accordance with their purpose; however, unauthorised expenditure has dropped 

from R861 million in 2010/11 to R467 million in 2012/13 and this should be highly 

praised . All the irregular expenditure relates to supply chain management. The 

Departments should review and monitor compliance (Makwetu , 2014). 

Major issues around maladministration with irregular expenditure amounting to R25 

billion have been revealed . National and provincial departments did not obtain clean 

audits but there was a two percent improvement compared to previous periods. It 

was discovered that there has been a decrease in the amount spent that is fruitless 

and wasteful expenditure . The Auditor-General says there is little improvement in 

audit results for government departments and also spending can be controlled if 

proper processes are followed . The Departments of Education , Health and Public 

Works are allocated a huge budget but yet there is no much improvement on how 



money is spent. The Limpopo Department of Education is under the spotlight as it 

failed to deliver textbooks (Gia , 2015). 

According to Davis G (2014) , irregular expenditure rose from R1 .8 billion to R2.4 

billion in 2012/13 , unauthorised expenditure rose from R50million to R461 million in 

2012/13 and fruitless and wasteful expenditure at national level decreased by more 

that R300 million in briefing to Parliament's Committee on Public Accounts. The 

Department of Cooperative and traditional affair, Public Works , correctional services, 

transport and defence were the main wrongdoers. It was discovered that there is a 

lack of financial skills in government departments as people are performing functions 

yet they do not meet minimum competencies required. 

According to Ambe & Badenhorst Weiss (2012:11), 7 766 cases in total for 

corruption were reported through the National Anti-Corruption Hotline since it started 

operating in September 2004 up till June 2010 . Corruption and fraudulent practices 

were exercised by public servants. About 20 per cent of government's procurement 

budget alone involved reporting of waste every financial year because public 

servants had their fingers dirty on the budget and there were over-payments for 

goods and services and that means there was a failure of monitoring on how 

expenditure was done. Tshwane Metro was among government entities which had 

procurement irregularities where 65 of personnel had been investigated for corrupt 

deals with businesses of R185 million with the Council , and the National and 

Provincial governments and their entities approved R21 billion in irregular 

expenditure in 2010 and R13 billion over the previous year. The Auditor-General 

criticized the weaknesses in SCM, information technology control , human resource 

management, and capital assets and performance reporting during a brief at the 

Parliament's Standing Committee on Public Account. 

Assets were bought but the manner in which they were bought was not transparent. 

It is not a matter of money not approved to be spent it is just that the money was not 

spent in the manner authorised. It is also possible that departments paid a lot more 

than the asset was worth. The Auditor-General inspects if money is used as planned , 

where money was budgeted for schools or hospital , during PFMA audits there will be 

verifications. The bad news is that the worst government offenders according to aud it 



reports are the departments that provide essential services to the public - the 

Departments of Health , Education , Human Settlement and Public Works. These 

Departments have never received a clean audit. Critical matters were the 

responsibility to deliver services. This will continue until officials face consequences 

of wastage. The R16 .9 billion of irregular expenditure was incurred in the above

mentioned departments (Davis R. , 2014) . 

The Free State, North West and Limpopo municipalities incurred wasteful 

expenditure of R3.65 billion , and the financial statements submitted for audit were 

poor and this was caused by poor internal control environments inmost 

municipalities. A number of municipalities that have unauthorised expenditure 

increased from 175 in 2012/13 to 190. It was found that non-compliance with key 

legislation was at a high level but there was an argument that there had been an 

improvement on material compliance findings that decreased from 90% to 79%. 

Supply chain sections also have high levels of criticism as there is no compliance. It 

is stated that employees that were found misusing funds were removed (Van 

Wyngaardt, 2015) . 

It was noticed that there was a decrease in unauthorised expenditure since financial 

year 2013/14. A decrease occurred in KwaZulu-Natal and Limpopo. Departments 

disclosed unauthorised expenditure in the current and previous year, and they 

identified the expenditure themselves and the Auditor-General only managed to 

identify 1 % of the expenditure. R 1.641 billion in unauthorised expenditure took place 

in 2014/15 which was a result of overspending of the approved budget. Since 

2014/15 the value of fruitless and wasteful expenditure was also reduced (Digital , 

2015) . 

The Auditor-General highlighted a disturbing spike in fruitless and wasteful 

expenditure across municipal ities in South Africa and that was in 2012/13 from 

R192million to R815 million . Irregular expenditure increased by 2.2billion in 2012/13. 

Municipalities that achieved clean audits were because of accountable management 

and leadership that provided evidence to support their financial statements (writer, 

2014). 



The Auditor-General noted a decrease in irregular expenditure , fruitless and wasteful 

expenditure but an increase in unauthorised expenditure and that is a result of non

cooperation with procurement procedures having a major influence on irregular 

expenditure. Fruitless and wasteful expenditure of R687million was experienced by 

250 auditees and an improvement from R860 million occurred by 222 local 

government in the previous financial year. It was also found that unauthorised 

expenditure of R11.402billion was experienced by 190 municipalities. 61 % of the 

unauthorised expenditure related to impairments and provision items which is a non

cash item. There has been an improvement of audit outcomes in Gauteng , KwaZulu

Natal and Western Cape provinces. The improvements attained were through 

consultation and the correction of wrongs recognised by auditors when conducting 

an audit. Provinces with limited movement in financial management and control 

deficiencies were Eastern Cape, Mpumalanga and Northern Cape and there are 

provinces where the financial management discipline is weak - they are Free State, 

Limpopo and North West Provinces. Consultants were appointed to help government 

with financial reporting and the preparation of performance information (Writer, 

2015). 

R400 million of irregular expenditure and unauthorised expenditure was spent on 

Nando's and KFC at Harry Gwala District Municipality. There was an investigation 

into the district's expenditure for the 2009 to 2011 financial period as there has been 

a looting of public funds. Ngcobo raised his concerns before the council and also 

required a high-court order to prevent further payments of R22million tender that was 

almost doubled with no reason . The ANC disciplined Ngcobo for causing division 

within the party and immediately accepted his resignation as a speaker. It was also 

found that the ranks of officials at the municipality contravened the MFMA on 

authorising payments without following proper procedure (news24Wire, 2015) . 

Fourteen payments to the value of R75 623.10 were made to Nando's in KZN for 

meals. The transactions were not in accordance with Section 217 of the Constitution 

of the Republic of South Africa , Preferential Procurement Policy Framework Act and 

the MFMA regulations that no competitive bidding process was followed . The money 

spent on food was highlighted in the report and also millions of rands irregularly 

spent on accommodation and travel. There were also 13 cases whereby transactions 
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of more than R200000 were made in violation of procurement legislations and they 

raised suspicion at the district municipality. Auditors gave a recommendation that the 

amount be condoned and written off as irrecoverable, that effective document 

management systems be implemented and that relevant staff members be held 

accountable for the wrongdoings (news24Wire, 2015). 

The Auditor-General identified Limpopo's Department of Education as responsible 

for a large piece of the province's unauthorised expenditure that amounted to 

R16million . 82% of audited Departments in the province which showed significant 

non-compliance with applicable financial legislations and the 71 % of audited 

statements failed to comply with supply chain prescripts. The chief financial officer 

said that they had R400million that was just in the hands of clients and they were 

local and district municipalities. But there was an agreement which was made for the 

clients to pay back the money so the Department could recover expenses incurred . 

Teamwork and transparency are the main pillars of the success in the departments 

(Ngwako & Alex, 2015) . 

Westonaria Local Municipality was found guilty of violating the copyright of a 

software provider and ordered to pay R5 ,75 million and this amount is to be 

considered fruitless and wasteful expenditure (Batt, 2015). An amount of R319million 

of fruitless and wasteful expenditure occurred in Gauteng and Eastern Cape wasting 

R159million and R74million in that order. In the financial year of 2014/15 the total 

amount of R594million was for unauthorised expenditure -KwaZulu Natal had about 

R127mllion and North West province with R262 million . Negligent spending by health 

Departments was wasted on communities who depended on treatment when they 

became ill. South Africans deserve access to excellent health care across the 

country. When government wastes money, they make the poor suffer and prevent 

quality treatment (Wire, 2015) . 

Malpractices, maladministration and indicators of criminality and corruption were 

revealed at Matlosana Municipality in the North West. There were questions on how 

senior officials came to have fleets of luxury vehicles, one being a municipal 

manager who owns 5 cars that E-Natis records show are a 3BMW, a Mercedes

Benz and a R1 .2million Maserati Gran Turismo- also the executive mayor owns 19 



cars. The municipality was put under administration after reaching R1 .8billion in 

irregular expenditure and R54 million in fruitless and wasteful expenditure since 

2009. It was also discovered that there were ghost employees, officials asking for 

bribes from suppliers and staff transferring municipal funds into their own bank 

accounts. Procedures are there in the municipality but there was no leadership. 

Internal audit reports found that many of the contracts were awarded without 

following proper supply chain management processes. The municipal manager was 

suspended after allegations of serious misconduct; one of the allegations was to 

award a contract to a number of companies that he was going to benefit from 

(Comrie, 2015). 

2.5 Auditor-General reports and irregularities 

The Auditor-General concluded on the result of Departments, feedback received can 

help with the decision-making and involvement will be required to produce desired 

financial management in government, management is required to close gaps that 

might cause unauthorised , irregular, fruitless and wasteful expenditure. It was 

reported that Departments showed little progress when it came to improvement, 

although some provinces showed improvement. Western Cape, Northern Cape, 

Eastern Cape , Free State and Kwazulu-Natal were observed to have improved, 

North West had made little or no progress, Gauteng and Limpopo had declined in 

the management of unauthorised, irregular and fruitless and wasteful expenditure. 

There is a need to change the amount of the expenditures in the provinces so they 

could get clean audit reports . The amount of expenditures is due to non-compliance 

with laws, regulations as well as financial management (Godi , 2014) . 

The Regional Office of Ekurhuleni and Sedibeng received qualified audit statements 

from the office of the Auditor-Genera l for years . It was discovered that consistent 

misuse of public funds led to the qualified audit and no huge improvements were 

discovered from the office. Managers had less financial information , in particular 

information regarding the budget and the amount of expenditure, and this resulted in 

unauthorised expenditure. Unauthorised expenditure is caused by a number of 

factors. Causes of the expenditure are due to poor expenditure management, fraud , 

theft and misuse of resources . The accounting officer must take appropriate steps to 



prevent unauthorised expenditure. The expenditure is the main problem experienced 

by the Regional Office for many years (Madue & Mahwai) . 

Transactions were entered into between suppliers and municipalities and these 

transactions were not in accordance with policies and laws that are used in 

government and that resulted in irregular expenditure. The R11 .6 billion discovered 

was classified under irregular expenditure. The Auditor-General made certain 

through aud it execution that RS billion was for goods and services received while the 

correct processes of procurement were not being adhered to. The R3,6 billion of the 

difference was due to supporting documentation not provided (limitation of scope) to 

auditors who made it difficult to do proper audit procedures (Godi , 2014). 

Irregular expenditure involves the processes relating to managing supply chain 

processes. Findings linked with supply chain management at the Departments are 

related to : 

• Three written quotations not being invited and deviation fromthe process not 

being reasonable . 

• Procurement from suppliers without SARS tax clearance. 

• Competitive bids not invited . 

• Suppliers who scored higher points with lowest quotations not being selected . 

The Auditor-General found that the audit outcomes were associated with compliance 

findings at the provincial level , especially the Departments of Health , Education and 

Public Works as the conditional grants they had were used for general purposes and 

it was concluded that their funding for capital projects was not spent appropriately 

(Godi , 2014). 

Municipalities in South Africa are getting huge financial problems which is why they 

are under administration of provincial treasury to eliminate corruption . Under the 

financial year of 2012/2013, out of all municipalities in the country only 4 .6% 

achieved a clean audit. South Africans have revealed that there is dissatisfaction 

experienced that is why the number of violent protests regarding service delivery has 

increased because of the unhappy society who depend on service delivery promised 



by government. The financial position of municipalities is bad because it was 

discovered that the R2 billion rand had been lost in unauthorised and irregular 

expenditure as well as fruitless and wasteful expenditure. If continuous expenditure 

monitoring by management was in place, with threats for irregular or abnormal 

transactions, a distress signal would have been sent (Mtshali& Zola, 2014) . 

Municipal manager and municipal finance officer should be aware of what is going 

on in municipalities when it comes to expenditure management. It would be useful to 

monitor and evaluate all expenditure incurred through each and every financial year 

for identification of duplicate transactions , reduce errors made , prevent misuse and 

fraud before it occurs thereof. Monitoring and evaluation will enhance plans for the 

following financial year as budgets will start to be accounted for according to the 

projects completed in time and that are of best quality. With reliable and transparent 

information , service delivery protests would be reduced as municipalities would be 

meeting their mandates regularly and outcomes achieved . The problem is that 

municipalities do not delivery services with limit chances to have a clean audit as 

they keep on working as they used to (Mtshali& Zola , 2014) . 

The external auditors are more critical when it comes to the effectiveness of financial 

management in government sector than the government officials themselves. There 

was inadequacy of financial management in the provincial government Departments 

that the auditors identified and they involve the manner in which officials carry 

themselves in , staff that is not experienced , skilled and qualified and responsibilities 

not defined clearly to officials when it comes to work due to wrong placement, other 

provinces are still utilising outdated accounting and information systems. Auditor 

General came to a realisation that the officials lack knowledge of PFMA and training 

is not provided , the integration between strategic plans and the budget within the 

Departments and finally functions of financial management are shared by Treasury 

and these have unfavourable implications on effective and autonomous operations 

and inadequate control systems in the Department (van Wyk, 2004 ). 
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2.6 Internal control, audit and risk management systems in government 

As a guide, the PFMA is issued by the National Treasury to make it clear that all 

managers in government have a responsibility for the procedures of internal control 

systems for their Departments and sections, at their appropriate levels. Internal 

control is believed to be important to achieving successful financial management 

government. Systems of internal control are implemented in different environments 

and are influenced by subjective characteristics such as attitudes, integrity, ethical 

values of both the Departments and individuals. Management must take specific 

action to try and minimise potential threats that may affect the Department, if the 

internal control system is effectiveness and if it is particularly under threat because of 

lack of communication, it is management's responsibility to be aware of this threat 

and be proactive in taking steps to enhance communication regarding the purpose 

and technical detail concerning the internal control system and individual control 

procedures. The threat caused by inherent internal control limitations can never be 

eliminated , but it can be minimised it can be kept in check. The introduction of the 

Public Finance Management Act pointed out the significant role of internal control as 

part of a total process to ensure accurate financial management in government. 

Internal control must be understood and practised well by all officials of government. 

An organisation 's internal control system includes the processes, procedures, 

actions and policies effected by the organisation 's management and other officials, 

created to give assurance in regard to the achievement of objectives that relates to 

the effectiveness and efficiency of the running , and the financial reporting that is 

reliable and accurate , finally compliance with applicable laws and regulations (Botha , 

2003) . 

Internal control subdivision of each Department must at all times aim at being 

effective and implementation by making sure that financial processes are consistent 

and performance reporting and compliance are in accordance with the key 

legislation. The chief financial officer and the director of supply chain management 

directorate must give assurance by implementing financial and performance controls. 

Senior management's responsibility is to implement controls over basic financial and 

performance management, these controls will be to ensure that correct record 

keeping is done so that complete, relevant and accurate information is available to 

support financial and performance reporting , monitoring and evaluation of all 
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regulations against non-compliance so that there can be implementation controls on 

the reconciliation of transactions and it would be safe to design a formal control on 

information technology system to be able to trace all transactions (Africa , 2014). 

Departments must ensure that they determine responsibilities of internal control , 

management at all levels, employees and coordinate the teamwork among 

participants. The executives should ensure that management has successfully 

carried out their duties relating to how risk is managed in terms of risks as well as the 

correspondence of internal controls. Management ought to monitor, maintain , plan , 

and apply as well as to report on the Department's internal control system referring 

to the risk strategy and approved policies on internal control. In the execution of 

internal control and risk management every personnel member is to be held 

accountable for every transaction. In the absence of assumptions as to the line 

functions in managing risk, internal control and risk management section should 

provide support roles . An internal control directorate must communicate the 

objectives and outcomes expected , and these should be communicated to every 

employee in the Department at all levels, as this will help the staff to understand 

principles that should be followed and how to apply them to their daily activities, 

management should make sure that there is correspondence indeed (Accountants, 

2012) . 

At the internal control section at post-audit after an order has been made and invoice 

received , payments will not be captured at accounts payable if requirements on the 

processes are not followed , or if a valid contract is not attached . Before an order is 

generated , pre-audit functions are to be performed by comparing everything to a 

checklist in terms of the expenditure. The irregular expenditure was identified and 

reported monthly through the MFMA Section 71 Report using the irregular register. 

The new procedure in monitoring irregular expenditure was there so that an 

investigation could be done of the 2012/13 financial year irregular expenditure and 

authorise it before the end of the financial year as at 30 June 2013 , as required by 

MFMA Circular No. 68 (Kumar, 2014). 

Major divergences in internal control system must be addressed to improve audit 

outcomes. Auditors assess internal controls as a process to determine the 



effectiveness of their work plan and implementation to make sure that there is 

reliable financial and performance reporting and as well compliance with laws and 

regulations. There was no improvement in the number of organisations audited that 

had good internal controls relating to leadership, financial and performance 

management and good governance. There is still hope that in all three areas a few 

auditees had a status of intervention required . Errors in the financial and 

performance management controls required immediate action to amend controls and 

should an official have made errors in the system intentionally, disciplinary action 

should be taken to make sure that in future such errors and non-compliance are 

prevented , detected and corrected on a regular basis. These controls consist of the 

preparation of regular, correct and complete financial and performance information 

reports , reviews and monitoring of compliance against legislation for proper record 

keeping and document control. Deviations from internal controls found were mostly 

in the supply chain management directorate. Departments that incurred 

unauthorised , irregular as well as wasteful and fruitless expenditure were due to a 

number of material deviations from internal controls that govern the transactions; 

financial statements that were submitted for audit were found to be unreliable and 

incorrect. The root cause was the absence of recording , approval , regular reporting 

and follow up on monitoring error controls (Kimi Makwetu , 2013). 

Management should choose an approach when reporting , such as choosing 

timeframes on when to report and that should include the effectiveness of internal 

controls and the report must be accurate. Management takes responsibility when 

undertaking these two approaches when planning and implementing internal control 

systems and finally management emphasizes their accountability on the controls that 

have been achieved as there has been effective running under internal controls. 

Effectiveness of internal controls in the Department is reported in the COSO. These 

two approaches are mostly used since they offer assurance to the chief users of the 

financial statements (Aldridge & Colbert, 1994). 

Auditors when coming to organisations are requested to obtain an understanding of 

performance system description of the client's internal controls to properly perform 

their audit plan and conduct their audits of financial statements through system 

description and interviews. Auditors take into account the working structure or a plan 
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of internal controls and so the auditor will gain confidence in those controls . Should 

internal control weaknesses be identified , audit programmes will be designed 

accordingly and substantive tests will be enlarged. The auditor's task will be to 

gather adequate evidence so that by the time the audit ends there will be an opinion 

as to the fairness of the financial statements provided and audited . Auditors can give 

an unqualified opinion from financial statements though an organisation has material 

weaknesses in relation to internal control systems. Audit reports give a sound 

assurance of the financial statements presented , irrespective of whether the 

organisation 's internal control is effective. Assurance on the reliable financial 

statements audited should not be affected by the opinion of the auditor in regard to 

the internal control systems (Schneider, 2009). 

Analysis of control systems must point out essential defects to comply with policies 

as they are the main cause of the major fraudulent financial reporting in most 

Departments, and it had also been identified that insufficient internal controls add to 

the occurrence of fraud . Managers also confirmed that by asking for disclosures from 

the directorate of internal control , there could be an improvement of audited financial 

statements for an assertion of reliability ; strong financial reporting system can be 

achieved using GAAP standard requirements . Proper internal control systems in 

place help employees and gain the public's confidence, and auditors will then give 

unqualified opinions on audited financial statements; from the internal control side an 

adverse opinion will be given and these may have the result that even if current 

financial statements are fairly presented , these statements are not reliable for 

forecasting of the financial performance, which may be a sign that the basic future 

operations of the organisation are at high risk because of the absence or rather 

ineffectiveness of internal control effectiveness (Schneider, 2009). 

Some defects of internal control are many because at times it is not even easy to 

audit critical issues identified . Reporting of material weaknesses is due to internal 

control disclosures on stock money and therefore , investors consider that few 

weaknesses could be addressed by substantive testing. It was discovered during 

disclosures in an organisation in its internal control ineffectiveness, organisations did 

not make profits in other words their returns were negative and this indicated that if 



the disclosures declined there could be serious doubts in the marketplaces and the 

stock price would be affected negatively (Schneider, 2009). 

The internal control weakness disclosures on financials are likely to add doubts to 

the stock value , a hike of the risk for future cash movements, this may have 

repercussion on financial information 's excellence and management's honesty. As a 

result, the weaknesses may complicate the estimation of future cash flows of the firm 

and this will increase the risk of the firm , the chance that the future cash flows will be 

different from what is currently expected (lttonen , 2010). 

Departments struggle to curbfruitless and wastful expenditure. Incurring of irregular 

expenditure is also highlighted as a serious concern and it increased from an 

intentional fraud, ignorane of the PFMA and inadequate understanding of supply 

chain management legislation and a total loss of R2,3 billion was incurred at national 

Departments and this does not help in goal acievements to get clean audits and 

improve financial management and good governance. In the Western Cape no 

uanuthorised expenditure was pointed out through an audit of the Departments in 

that province whereas R1 ,4 billion was identifid in Gauteng ,R773million in Limpopo 

and R139 million in the Eastern Cape . There are reasons as to how these 

expenditures were incurred in the national Department and they include breaching of 

supply chain management policies, insufficient budget procedures, changes in 

leadership where mistakes occur. Subsistence and travel vouchersadded to fruitless 

and wasteful expenditure where an overseas rip was cancelled at the Department of 

Economic Development and accommodation and flights tickets were not cancelled 

on time and that costs a lot to the Department (Clark, 2012) . 

In South African spheres of government there is a need to come up with inventive 

ways for an elimination of corruption and other administrative malpractices, to 

decrease fraud and corruption , maladministration .and finances that are not managed 

according to votes.Departments are required to reinforce and review existing internal 

control systems to detect deficiencies (Ambe & Badenhorst-Wiess, 2012). 



2.7 Financial management system 

Management accounting includes decision-making, developments and performance 

management systems, and it also provides financial reporting and control knowledge 

so that there can be assistance in management planning and implementation of an 

organisation's strategy. The Indonesian government has specified a deadline on 

January 1, 2012 for each and every public sector to do financials referring IFRS for 

completeness, complying with policies, and every accountant should be up to date 

regarding IFRS as the Indonesian government requires of the public sectors to refer 

to IFRS standards when reporting on financial positions. That means accountants 

will be developed by being given training on the standard so that they comply when 

disclosing financials . The Malaysian government also set the same deadline date as 

that of Indonesia, regarding reporting following IFRS standards (Deviarti et al. ,2013) . 

Upon the realisation of unauthorised, irregular, fruitless and wasteful expenditure the 

head of the Department did not report to the treasury on time as section 38(1) (g) of 

the PFMA requires of accounting officers and every official. The PFMA as well as 

creditors' policy requires that supplier be paid 30 days after an invoice has been sent 

to the Department for payments and in the Department amounts due to suppliers 

were not processed within the prescribed date from receipt of an invoice as required 

by Section 38(1) (f) of the PFMA and Treasury Regulation 8.2 .3. Should an 

unauthorised expenditure be disclosed as an asset in the financials , this expenditure 

has to be approved by the relevant authority, and should be recouped from 

personnel responsible for the unlawful expenditure and disclosed in the statement of 

financial performance of the Department. Should the expenditure be approved 

without being budgeted for then it will be recognised as unauthorised expenditure in 

the financial on the date of approval as such an expenditure agrees to the definition 

of unauthorised expenditure (Annual Report 2010/2011 , 2013). 

Expenditure that is wasteful expenditure is classified as expenditure in the financial 

statements on how payment was made and it is in line with items in disclosures. 

Should a possibility to recoup the expenditure be seen , this would be treated as an 

asset after it is regained from a guilty party or written off as irrecoverable under notes 

to financials . Irregular expenditure is classified as expenditure in the statement of 

financial performance. If the expenditure is not condoned by the accounting officer it 
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will be required to be treated as an asset until written off as irrecoverable or regained 

(Annual Report 2010/2011 , 2013). 

From a reviewed READ's annual report for 2010/2011financial year there was a 

disclosure of note 13 in the financial statements. The corresponding figures for 

unauthorised expenditure as at 31 March 2010 were repeated because of the errors 

recognised in 2012/13 financial year, unauthorised expenditure of 

R32 063 000(2010: R20 649 000) was incurred during the current year. The total 

unauthorised expenditure not dealt with as at 31 March 2011 as required by section 

34 of the PFMA was R23 939 ,000. Irregular expenditure was disclosed in note 35 in 

the financial statements that amounted to R22 585 000 (2010 : R91 930 000) was 

experienced in the year that was under review then. The total irregular expenditure 

not condoned as at 31 March 2011 was R114 515 000 (Annual Report 2010/2011 , 

2013) . 

If the irregular expenditure is discovered and not condoned in the same financial 

year, the expenditure is removed from the statement of financial performance and a 

debtor is raised. If irregular expenditure is discovered after the financial year in which 

it occurred , it is treated as recoverable revenue . Detailed information as to the 

particulars on the expenditure which was irregular or fruitless must be provided to 

treasury that is relevant and that should be done by the accounting officer of the 

particular Department and the employee who incurred the expenditure must be 

requested to repay an amount within 30days and if not an arrangement must be 

made on how payment should be done up until the Department has recouped its 

money fully. The State Attorney will be consulted should an employee fail to comply 

to refund the Department. Remove expenditure from the statement of financial 

performance and create a receivable (to recover the amount from the appropriate 

official , if the amount is irrecoverable, the accounting officer can authorise a write-off 

on the funds lost and this should be disclosed in the annual financial statements 

(PFMA No.29 of 1999). 

Communication is important to enable easy channelling of information within the 

organisation and finally into the financial statements. Management has to identify, 

capture the flow of financial information in its report , and management must also 



select a period in which the report on internal controls will be prepared, and it can be 

monthly or quarterly. A report can be prepared for that specific period selected and it 

should be detailed after the evaluation internal controls for one year or the specific 

date selected by management (Aldridge & Colbert, 1994). 

Municipalities should be made to understand their priority and the availability of 

enough resources to fulfil their mandate. Every year there are reports and on the 

news the worst or the best performing municipalities are mentioned that deliver 

service to the society. Municipalities require financial resources in order to make a 

significant impact. Poor financial management has an impact on service delivery yet 

good financial management does not mean there is an adequate way as to how 

service delivery wil l be done to the society. There should be a breakdown of 

municipal budgets to understand their priorities. Accountability is what is needed 

when dealing with finances to measure effectiveness and efficiency of the 

municipality (Moeti , 2014). 

SCM has processes that it has to follow or rather say it has sub-sections, and the 

important one is demand management as it gives direction as to the choices the 

Department has undertaken such as that the Department must acquire goods at the 

right time, right location and goods that are good value (value for money). General 

planning and the budgetary issues are difficult, for example , if the Department has a 

project they need to carry out and that was not budgeted for - that means money will 

be shifted , and a virement will be required . Cost-effective procurement relies on 

officials who have skills to follow procurement requirements that are reliably 

determined, appropriate contract management to be developed fully. The importance 

of coming up with the correct and realistic strategic plans cannot be over-estimated . 

There is a requirement to monitor the service delivery properly, and this will need 

project managers to do follow-ups on the citizens to see that they received services 

of good quality at a reasonable price. This will help the Department to ensure that 

resources are utilised economically, efficiently and effectively procured because 

estimates on costs cannot be properly made by some government or correctly track 

the projects to be completed . Expenditure and invoice reports should be managed 

on a regular basis so to track on how much was spent and the available budget. The 



functioning of SCM is mostly affected by poor planning and the allocated budget 

(Ambe & Badenhorst-Wiess, 2012). 

Accountability comprises a middle support to public procurement. In the absence of 

accountable and transparent systems, resources in place in public procurement 

systems result in the danger of high levels of corruption and abuse in the use of 

funds , fraud that costs tax that is paid in millions. Previously the influence of 

fraudulent matters resulted in the increase of individual legislation and development 

of the current legislation that led to the Directorate of Special Operations to be 

started , mostly recognized as the Scorpions, the Asset Forfeiture Unit, the Public 

Protector, the Special Investigation Unit, Commercial Crime Units, Internal Audit 

Units, Special Investigation Units within Departments, and the appointment of 

forensic consultants which will help prevent fraud and corruption in government 

(Ambe & Badenhorst-Wiess, 2012). 

Government Departments before the end of each financial year try to push 

expenditure so that all funds given to them can be used and not returned to the 

National Treasury. That is when all the inappropriate expenditure takes place as the 

managers will be working under pressure and at the same time trying to push the 

expenditure. According to Mkhabela (2005) National Treasury has urged ministers 

and provincial MECs to fire managers in government who have underspent funds 

allocated to capital projects. Underspending is not a capacity issue but oneof 

performance and there must be assurances that there is greater accountability at 

every level and it may be necessary to fire a number of managers in order to 

emphasise the importance of the issue of underspending and should there be 

wasteful expenditures ministers should take action against their respective directors

general. 

2.8 Management of public finance in different parts of the world 

Policy formulations based on the efficiency estimates using either method which may 

be inaccurate from the results of inherent limitations. Prior to policy action being 

followed , the strength of the technical efficiency estimates based on the methods to 



be evaluated by comparing them against those determined by the non-parametric 

method (Chakraborty, 1999). 

An excellent cost management framework will help in the connection of resources to 

give an end product based on accountability, and further present improved 

information regarding the plans, analysis on the service delivery to citizens, the 

quoting of the services to be obtained , as well as to make important decisions. 

Financial management and controls are valuable hence the two are subjected to risk 

management techniques before being put into practice. Financial management and 

the controls in the Department are assisted by risk management of decisions to be 

taken or the ones that were taken previously, such as how to reduce the risk of 

unfavourable comments financial costs . The two are also the foundation of an 

organisation 's management and the guidance that should be provided to managers 

to achieve efficient, effective and proper use of public assets (McCrindell , 2005). 

2.9 Strategies used to monitor public finance expenditures 

According to the Public Expenditure Reform (2014), an accurate expenditure 

strategy depends on country-specific conditions which are socio-political preferences 

on the role of the government and the ability of the government to increase taxes. 

These expenditure strategies consist of three main elements which are to make sure 

of sustainability of social expenses and public affordability, and the aim of 

organisations' budgets is to be able to achieve effectiveness when buying- also 

looking at the equity. Public finances need right choices on both sides of the budget 

to ensure sustainability. 

Mandia , Dierx and llzkovotz (2008) have outlined that it is important that an 

organisation should enhance the service delivery system on the outputs so the 

organisation will be able to add up the efficient way of running the Departments 

without misusing the resources of that organisation . Methods to evaluate the 

efficiency are much better and the investigations are easily followed when checking 

the efficiency. There is still a challenge when it comes to the measurement of 

efficiency and effectiveness of public spending . Government expenditure has many 

objectives according to the outputs which are expected at year end and this is a 
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major challenge as there are no expectations after service delivery.EU governments 

have established an implementation directive with regard to compliance with policies 

when selecting suppliers. This was initiated between 1993 and 2002 . Centralised 

procurement processes have benefited many more as have those where efforts have 

been made to integrate national and EU legislation. 

Public sectors in terms of accountability and good governance in South Africa are 

the responsibility of the Auditor-General as each and every financial year an audit 

has to be performed to see that there has been an achievement without unlawful 

expenditure. During a performance information audit in 2004/05 financial year, the 

following procedures were undertaken such as the execution of policies approved by 

the head of the Department, the systems and the controls that needed to be in place 

and the strategic plan had to be considered so that finally a performance report could 

be compiled. Assessment of assertions of existence, relevance of performance 

indicators had to be in line with the targets that were set in the strategic plan. 

Reliability of performance information is audited against the plan and reporting 

documents finally the timeliness was assessed for validity, accuracy and 

completeness. Other Departments are in charge to make sure that output and 

outcomes as set out in their plan are achieved at the end of the financial year. A 

process of evaluation should be undertaken at internal process by management, this 

process is normally performed at the end and an audit usually performed as part of 

the operational cycle . A link among auditing , monitoring and evaluation is important 

because the annual report and auditor's report must somehow agree in the end. The 

efficiency, effectiveness of the Department can be given to management through the 

opinion of auditors, and the processes and controls that are in place and that are 

essential for effective monitoring and evaluation (box, 2008). 

2.10 Approaches used to measure inefficiency in public finance 

The Departments, in cooperation with parastatals , have come up with development 

in a Management Performance Assessment Tool (MPAT) and the aim of this tool is 

to consider the efficiency and effectiveness of government's systems. If 

management practices are effective and efficient, they should achieve positive 

outcomes. Premier offices will start the other Departments' performance 



assessments of provincial Departments. The annual report is the final document in 

government that will include all the information that is to be transparent so that the 

citizens should know how the Departments are performing . The report includes an 

annual performance plan and the budget, and the way in which implementation will 

be done will also be included. The focus is on the organisation 's performance to see 

whether targets that were initially set in the annual performance plan were achieved 

and how management was implementing the outputs expected of the Department. 

Annual plans and the budgets must be in alignment as this will ensure accurate 

monitoring , evaluation and monitoring on the budget programme structure for the 

objectives set must be detailed and agree with operational budgets in the system. 

Department's budget allocations should give valid information that must be in line 

with the annual strategic plans and link successive strategic plans to the budget 

allocations and performance indicators that keep record of delivery over a short 

period to a long period of time. The National Treasury should manage the monitoring 

on how the Departments are spending the allocated funds. Public finance and inter

governmental relations divisions are also given the function to help monitor 

expenditure. This is done through an annual monitoring system. Parliament 

distributes monthly expenditure reports and they will be used in the process of 

monitoring expenditure directions and investigate and verify that the budget is in 

accordance with the strategic plans. Reports that were made available by 

Parliament will then be used by the National Treasury so they can be able to provide 

advice and recommend when there were over or under-expenditure risks during the 

fiscal year for which measures to avoid possible recurrences have to be devised. 

Reports and investigation on performance information allow National Treasury to 

observe allocated budgets in order to reach the planned outputs. Parliament is in 

control of overseeing budget procedures and when implementing the spending on 

the plans and priorities. Strategic plans, annual performance plans, annual reports 

must be accessible to Parliament for an assessment and evaluation of the 

performance of organisations. The introduction of the Money Bills Amendment 

Procedure and Related Matters Act in 2009 improved Parliament's role in its 

involvement with the budget procedures. Upon completion of an assessment, a 

budget review together with suggested reports and gathered by Parliamentary 



Committees and handed over to the Min ister of Finance , these reports are results of 

the tests made on financial and non-financial performance of organisations and 

stress the concerns that Parliaments have in terms of asset allocation and the 

performance of these organisations. 

When assessing and going through the audit outcomes made available by the 

Auditor-General , there is a lot of issues that need to be focused on in order to 

achieve clean administration and a suitable evaluation and monitoring . Challenges 

identified relate to leadership, financial and performance management and need 

immediate attention from management. In most Departments, lack of controls can be 

the root cause for the qualification , adverse or disclaimers of opinion on the financial 

statements provided to the Auditor-General , the findings may be the result of 

objectives and compliance with applicable laws and regulations (box, 2008). 

2.11 Summary of chapter two 

The aim of th is chapter was to present an analysis of the existing managerial skills 

and that of finance employees and to decide whether these are the right skills to 

implement the financial policies in the Department of Agriculture . 

Furthermore the chapter looked at the internal control measures in place to eliminate 

the inefficiency of unlawful expenditure in the Department. The chapter also 

identified the challenges that the Department experienced in monitoring and 

implementing control measures associated with unlawful expenditure. The chapter 

also looked at literature with regard to recommendations on the management of 

public finance in different parts of the world in order to offer strategies that can 

improve the monitoring process of expenditure in the Department. Finally, the 

chapter analysed the existing literature relating to appropriate methodology when 

researching public finances in different parts of the world . 
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CHAPTER 3: RESEARCH METHODOLOGY 

3.1 Introduction 

In this chapter, the detailed description of the approach taken in the research, the 

methods used , the problems encountered are discussed. This chapter covers the 

processes that the researcher took towards obtaining answers to the research 

questions under investigation . The chapter begins with the delimitation of the study 

area , the research approach , the population of the study, sample and sampling 

processes, data collection , data analysis , validity and reliability and finally a 

conclusion to the chapter. 

3.2 Delimitation of the study area 

The study focused on the Department of Rural , Environment and Agricultural 

Development (READ) of the North West province of South Africa . The Department 

consists of three sub-Departments; Rural Development, Environment, Agriculture. 

Data for the study was collected from 148 out of the 1498 employees of READ. 

3.3 The research approach 

The study applied a mixed research approach in which quantitative and qualitative 

design methods are used. The quantitative research methods minimise objectivity, 

replicability and generalisabil ity of results , and are normally concerned with the 

prediction Saunders et al. (2012) , Creswell and Garrett (2008) , Coldwell and Herbs 

(2004) , Hughes (2006) , Olson (2004) . A quantitative method contains closed-ended 

data or information that is established on the attitude , manners and performance 

instruments. Qualitative research focuses on the discovery and understanding of the 

experiences, perceptive, and opinions of participants and explores the meaning , 

purpose, or reality. It is constructive in nature and involves ethnographic design and 

observation of behaviour. Better knowledge is acquired by qualitative researchers 

on complex situations. Their work is at times (although not always) examining in 

nature, and they may use their interpretation to build theory from the ground up 

Johnson and Christensen (2008 :34) and Leedy and Ormrod (2010 :95). 
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The term mixed methods is generally used to research a combination of two 

methods in one project; a combination includes quantitative and qualitative 

approaches gathering data and analysis (Saunders et al. , 2012) . Mixed methods 

involves data collection and analysis of both quantitative and qualitative data in one 

study of which data collected concurrently given main concern , and includes the 

combination of the data at one or more stages in the course of research . A strong 

point of mixed methods research is that it can mix the strengths of quantitative and 

qualitative research and reduce their weaknesses (through combination) in one 

research study. Its primary weakness is that it is more difficult to conduct (because 

you must be an expert in both quantitative and qualitative research) and is more 

expensive . 

The purpose of this form of research is that both qualitative and quantitative 

research , in combination , gives a better understanding of a research problem than 

each research approach alone, further qualitative nor quantitative methods are 

satisfactory in themselves to capture the details of the situation and it was also 

explained that when used in combination , data at the end yield a complete analysis , 

and they balance each other. Creswell , Fetters and lvankova (2004:7) argue that 

mixed methods is merely collecting both qualitative and quantitative data . According 

to Sale , Lohfeld and Brazil (2002:46) mixed approach can be combined because it 

shares the goal of understanding the world in which we live. A combination of both 

approaches provides a variety of perspectives from which a particular occurrence 

can be studied and they share a common commitment to understanding and 

improving the human condition , a common goal of disseminating knowledge for 

practical use. Both approaches provide for cross-validation or triangulation -

combining two or more theories or sources of data to study the same phenomena in 

order to gain a more complete understanding. 

3.4 Population of the study 

The population refers to a total group of people, events, or things of interest that the 

researcher desires to study. Furthermore, a population includes persons, objects , 

events that represent a known value (Yount, (2006)) . In this study, the total 

population of employees in the Department of READ is estimated at 1498 workers. 



From this number, approximately 350 are at senior management level, 400 at middle 

management and the rest are support staff. Estimates show that about 739 of these 

employees are directly involved in the management of finance in the Department of 

READ. 

3.5 Sample and sampling process 

A sample is a division of the population and contains some members selected from 

the total population . In other words a sample is a "subgroup of a population" 

McMillan (1996) . Samples can be selected or randomly selected and for it to be a 

true sample, all observations of the population need to have an identical priority 

probability of being drawn into the sample (Plumper &Neumayer, 2013). A sample is 

a set of respondents (people or organizations) selected from a big population . For 

the purpose of a study, a disproportionate and simple random sampling method will 

be followed . Employees in the Department of Agriculture will be categorised into 

senior management, middle management and support staff. Under each category, 

10% of respondents will be randomly selected for the collection of data to be used in 

the study. 

3.6 The sampling frame 

A sample frame will consist of a list of all the known units in the Department of 

Agriculture , and each unit will need to be surveyed. The frame represents a list of the 

target population from which the sample is selected (Turner, 2003). Without a 

complete sampling frame , it is not possible to engage in probability sampling , as the 

population will not have an equal possibility of being included in the study. In this 

study, the sample frame consists of the following : 

• Senior management: 350 

• Middle management:400 

• Supporting staff: above 739 
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3.6.1 The type of sampling 

The sampling method used here is probability samples, all people within the 

research population have a specifiable chance of being selected . These types of 

sample are used if the researcher wishes to explain , predict or generalise to the 

whole resea rch population , (Dr Dawson , 2002) . Also (Kothari , 2004) agreed with Dr 

Dawson that probability samples each element has a known probability of being 

integrated in the sample but the non-probability samples do not allow the researcher 

to determine this probability. Probability samples are those based on simple random 

sampling, systematic sampling , stratified sampling . The researcher uses a probability 

sample because each unit in the population has a known 10% chance of being 

selected also it keeps sampling error low and offers a sample that can be recognised 

as representative , (Dr Greener, 2008). 

3.6.2 Sample size 

The sample size of a research is a significant consideration in the design of many 

researches . Sample size is directly tied to statistical influence, which is the capacity 

of a study to allow the detection of a statistically significant difference when there 

truly is one (Onwuegbuzie & Leech , 2007). It was mentioned that random sampling 

method will be followed in the study above . The method entail selecting a certain 

number of participants out of the total number or total population of probable 

participant in the sample frame randomly without using the exact sample of 

choosing , Johnston and Vanderstoep (2009 :29) . Random sampling method 

computes the sample frame by using a fixed percentage to the total population of the 

study. In this study, 10% of the total population of 1498 of each category in the 

sample frame will be sampled through a simple random process. This is to ensure a 

proper representation of each category. 

1498 * 10% = 148(sample size) 

3.7 Data collection 

Data for the study was collected using a wel l-structured questionnaire. The data 

collected focused on finance policies, finance management skills , operating systems, 

the monitoring and evaluation of internal controls as well as recommendations to 

At:; 



eliminate unlawful expenditure in the Department. Interviews werealso conducted 

and there are three forms of interview namely unstructured , semi-structures and 

structured interview. With unstructured interviews, the researcher has a clear plan , 

but little control over how the respondents answer. Semi-structured interviews are 

often applied in policy research . Here, a guide is applied, with questions and topics 

that must be covered . The interviewer has some judgment regarding the order in 

which questions are asked , but the questions are standardized, and an investigation 

may be provided to make sure that the researcher incorporatesthe accurate material. 

Structured interviews are consistent and they are asked in a specific order. Here 

multiple respondents are asked identical questions, in the same order, (Kothari , 

2004) 

3.7.1 Likert scale 

In this study, a Likert scale was used and is composed of a series of four or more 

Likert-type items that are mixed into a single compound score throughout the data 

analysis procedure. It is usually applied to measure attitude, provide a range of 

responses to a given question. That is, the response categories in Likert scales have 

a rank order, but the intervals cannot be presumed to be equal. The ranking order 

can be seen using five categories of response , from (for example) 1 = strongly 

disagree, 2 = disagree, 3 = undecided , 4= agree to 5 = strongly agree. 

The scale codes for this study are explained in the table below. The numerical 

values 1 and 2 are regarded as negative, 3 as neutral and 4 and 5 as positive 

Janieson (2004). 

Table 3.1 Scale codes and description 

Scale code Scale description 

1- Negative Strongly disagree: this indicates that the respondent has no 

knowledge of the element that is evaluated 

2- Negative Disagree: this indicates that the element of the dimension does 

play a role in the dimension 

3- Neutral Undecided: This indicates that the element of the dimension 

4- Positive Agree: this indicates that the element of the dimension is 



important to the dimension and that it should be part of the 

dimension 

5- Positive Strongly Agree: This indicates that the element of the 

dimension plays an active role in the dimension and that it is 

essential and should definitely be included in the dimension. 

Source:Janieson (2004 :1212). 

3.8. Data analysis 

The collected data were captured and computer software Ms Excel and Statistical 

Package for Social Sciences (SPSS version 23) was used to analyse the data . 

ANOVA was performed and the results presented in tables, graphs, i.e. charts and 

bar-charts. The data were verified for any error, legibility and consistency prior to 

being coded for analysis. Validity and reliability analysis were completed in 

accordance with acceptable research standards. Since the data were collected using 

a mixed method, it was better that a professional statistician analyse the data in 

order to arrive at meaningful conclusions. 

The following statistics were calculated : 

• Mean: The mean is the total of the observations separated by the number of 

observations; 

• Percentages: 

• Median: The median is the central point score. If we have an even number of 

events, the average of the two middles is to be taken . 

• Mode: The mode is the highest frequency number; it occurs a maximum 

number of times. 

• Standard deviation: Is the most common measure of variability, measuring 

the spread of the data set and the relationship of the mean to the rest of the 

data. 

The following tests were performed on the data: 

• Cronbach's Alpha Test: Cronbach 's alpha presents a measure of the 

internal steadiness of a test. It is expressed as a number between O and 1. 
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Internal steadiness explains the extent to which all the items in a test measure 

the same concept hence it is connected to the inter-relatedness of the items 

within the test according to Tavakol and Dennick (2011 :53) 

• T-test: The t-test is used to test whether there is a difference between two 

groups on a continuous dependent variable Tavakol and Dennick (2011 :53) . 

• Chi-square Test: The chi-square statistic is used to show whether or not 

there is a relationship between two categorical variables Tavakol and Dennick 

(2011 :53) . 

3.9. Validity and reliability 

The main aim of determining validity in research is that it is concerned with whether 

our research is convincing and accurate and whether it is evaluating what it is 

supposed or claim to evaluate. In this research , the researcher applied different 

instruments to collect data , interview and questionnaire. Therefore, the quality of 

these instruments is very critical because, the conclusions researcher's draws are 

based on the information they get using these instruments. 

Reliability works with the consistency, dependability and replicability of the results 

attained from are search undertaking (Zohrabi , 2013:254). Getting the same results 

in quantitative research is straightforward because data arein numerical form. 

However, in qualitative approaches to research getting the same results is quite 

difficult. This is because the data are in a narrative form and subjective. The purpose 

of reliability is not to get the same results but fairly to agree that based on the data 

collection processes the findings and results are reliable and dependable (Zohrabi , 

(2013 :254). 

3.10 Ethical clearance 

There is need that every research project conducted should have proof of ethical 

conduct. For this study the ethical conduct was determined as follows: 

• Ethical clearance letter collected from the University 

• Self-introduction 

• All interviewees to participate gave informed consent. 



• Respondents were given the opportunity to ask any question to the 

researcher to clarify any vague or unclear issues and concept. 

• The respondents were informed that the questionnaire was voluntary. 

• The interview and questionnaire would be kept confidential while anonymity of 

participants was respected . 

• Participants were informed of the purpose of the study and were given the 

option to refuse to answer any question if they felt uncomfortable 

3.11. Chapter summary 

This chapter was concerned with the presentation of the research methods used in 

carrying out the research . The research methods used involved mixed method 

design focusing on interviews and questionnaires. The questionnaire was only 

closed-ended because of the interview that was done and a 5-point Likert-scale was 

used as an option in answering the questions. The questionnaires were pilot-tested 

and suggestions from respondents were incorporated. 
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CHAPTER 4: DATA PRESENTATION, ANALYSIS AND INTERPRETATION 

SECTION A 

4.1 Introduction 

This chapter discusses the way data would be presented , analysed and interpreted. 

Data are presented according to the respondents' responses to the questionnaire 

schedule. Data was analysed quantitatively and qualitatively using SPSS and 

furthermore bar charts , graphs and tables to present the results and finally 

discussing qualitative data. At the end of a ten minutes' session , only 104 out of 148 

(about 70%) respondents submitted their questionnaires to the researcher. The 

researcher studied and analysed the answers from respondents carefully in order to 

come up with a valid conclusion . The researcher further put the collected data 

according to commonality of responses per question. 

Table 4.1.1: Age group of the respondents 

AGE GROUP 

Frequency Per cent 

Valid Between 18 and 30 years 24 23.1 

Between 31 and 40 years 35 33.7 

Between 41 and 50 years 28 26.9 

Between 51 and 60 years 15 14.4 

61 years and above 2 1.9 

Total 104 100.0 

Cumulative Per 

Valid Per cent cent 

23.1 23.1 

33.7 56.7 

26.9 83.7 

14.4 98.1 

1.9 100.0 

100.0 



Figure 4.1.1: Age group 

35 

30 

25 

20 

15 

10 

5 

0 

Between Between Between Between 61 years 
18 and 30 31 and 40 41 and 50 51 and 60 and above 

years years years years 

Twenty-three per cent of the respondents are between the ages of 18 and 30 while 

33.7% is between 31 and 40 years. 14.4% of the respondents are aged between 51 

and 60. The age group of the respondents that are between 41 and 50 are at 26.9% 

and finally 1.9% of the respondents are 61 years and above. 

Table 4.1.2: highest qualifications 

Cumulative Per 

Freouencv Percent Valid Per cent cent 

Valid Grade 12 10 9.6 9.6 9.6 

National diploma 22 21.2 21 .2 30.8 

Junior degree 25 24 .0 24.0 54.8 

Honours degree 34 32 .7 32.7 87.5 

Master's degree 12 11 .5 11 .5 99.0 

Doctorate 1 1.0 1.0 100.0 

Total 104 100.0 100.0 



Figure 4.1.2: Highest qualification 
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The respondents' highest qualifications was an honours degree and that means 

32 .7% of the respondents managed to obtain their honours degree qualification. 

There are only 24.0% who obtained a junior degree, 21 .2% a national diploma, the 

respondents who obtained their master's degree came to11 .5%,Grade 12 9.6% and 

finally 1.0% of the respondents have a doctorate. 

Table 4.1.3 records of working service in the Department 

Cumulative Per 

Frequency Per cent Valid Per cent cent 

Val id Between 1 and 4 years 30 28 .8 28.8 28.8 

Between 5 and 10 years 33 31 .7 31 .7 60.6 

Between 11 and 20 years 16 15.4 15.4 76.0 

Between 21 and 30 years 21 20.2 20.2 96.2 

31 years and above 4 3.8 3.8 100.0 

Total 104 100.0 100.0 



Figure 4.1.3: Record of working service in the Department 
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The statistics in the table above indicate that 33 (31 .7%) of the respondents have 

worked for READ for between 5 and 10 years. Those who have worked there are 

between 1 and 4 years are 28.8%, between 21 and 30 years are 20.2%. Only 15.4% 

worked there for between 11 and 20. The respondents who have working experience 

in the Department are 3.8%. 



SECTION B 

Table 4.2.1: investigate whether the policies in place are effective in controlling 

the management of finances in the Department of Agriculture. 

Key: SD = strongly disagree, D = disagree, N = neutra l, A = agree, SA = strong ly 

agree 

s A N s D 
Statement A (%) (%) D (%) 

(%) (%) 
The Public Finance Management Act (PFMA), 1999 (Act 46 43 8 3 0 
No. 1 of 1999) (as amended by Act No. 29 of 1999) is one 
of the most important pieces of legislation passed by the 
democratic government in South Africa (N = 104) 
The key objectives of the PFMA are to modernise the 38 50 8 2 2 
system of fi nancial management in the public sector; 
enable publ ic sector managers to manage, but at the same 
time be held more accountable; ensure the timely provision 
of quality information; and eliminate the waste and 
corruption in the use of public resources(N = 104) 
Pol icies developed and implemented by READ provide 26 43 25 5 1 
clear and proper guidance on public financial management, 
(financial policies and that those policies provide proper 
and clear guidelines in controll ing the finances) . (N = 104) 
The PFMA promotes the objective of good financial 31 55 10 3 1 
management in order to maximise service delivery through 
the effective and efficient use of the limited resources.(N = 
104) 
Do employees have access to the Public Finance 11 33 35 9 12 
Management Act and do they refer to the Act while 
performing their daily duties in the Department. (N = 104) 

Average Response (%) 

38 56 21 .5 5.5 4 

The majority of the respondents (46%) strongly agree, 42% of the respondents 

agree, 8% are neutral to the statements and only 3% strongly disagree that PFMA is 

one of the most important pieces of legislation passed by the democratic government 

in South Africa . 50% of the respondents agree with the statements that the key 

objectives of the PFMA are to modernise the system of financial management in the 

publ ic sector; enable public sector managers to manage, but at the same time be 



held more accountable; ensure the timely provision of quality information; and 

eliminate waste and corruption in the use of public resources. The records above 

show that 38% strongly agree with the statement, 8% are neutral , 2% of the 

respondents both strongly disagree and disagree to the statement. The records 

above indicate that policies developed and implemented by READ provide clear and 

proper guidance on public financial management. This is shown by 43% of the 

respondents who agreed with the statements. On the other hand 26% of the 

respondents strongly agreed , 25% are neutral. Only 5% respondents strongly 

disagreed with the statements while 1 % disagreed . 

PFMA and financial policies help regulate resources, liabilities, revenue and 

expenditure in provincial and national Departments. The aim of the financial policies 

is to give directions to management as to how they should operate in order for goals 

that were set to be achieved . The argument is supported by a study conducted by 

(Devarajan , 2015) in Rwanda which found that Departments within the public service 

that perform poorly in the management of their finance do so as a result of lack of 

knowledge of financial policies 

55% of the respondents agreed with the statement that the PFMA promotes the 

objective of good financial management in order to maximise service delivery 

through the effective and efficient use of the limited resources. There are31 % that 

strongly agreed , only 10% respondents that are neutral to the statement above, and 

only 3% that are strongly disagreeing and 1 % disagreed with the statement. 35% of 

the respondents were neutral to the statement that employees have access to the 

PFMA and that it is being referred to while they perform their duties while 33% of 

them agree with the statement. It is only 12% of them who disagreed that the PFMA 

is being used and employees have access while 11 % strongly agree and finally 9% 

of the respondents strongly disagreed with the statement. 



Table 4.2.3: investigate if the existing managerial skills and that of finance 

employees are the right skills to implement the financial policies in the 

Department of Agriculture 

Key: SD = strongly disagree, D = disagree, N = neutral , A = agree, SA = strongly 

agree 

SA A N SD D 
Statement (%) (%) (%) (%) (%) 

Both finance and non-finance professionals should be 50 47 1 0 2 
suitably capacitated to implement the improvement, this 
will require mind-set changes by all accounting officers 
and Departmental officials. (N = 104) 
Appointment of qualified and experienced officials will 49 38 8 5 0 
help in the decrease of unlawful expenditure.(N = 104) 

Internal control describes the systems, processes and 25 51 20 1 3 
methods of managing activities rather than a specific unit 
in the Department.(N = 104) 

The objective of the PFMA is to enable managers in the 40 46 13 0 1 
public sector to manage, while being accountable for the 
use of the resources made available to them. (N = 104) 

Average Response(%) 

41 45.5 10.5 1.5 1.5 

A majority of the respondents (50%) indicated that both finance and non-finance 

professionals should be suitably capacitated to implement the improvement, as this 

will require mind-set changes by all accounting officers and departmental officials. 

Additionally, 4 7% of the respondents agreed with the statement that non-finance 

professionals must be capacitated . Financial management and the controls in the 

Department are assisted by risk management of decisions to be taken or the ones 

that were taken previously, such as how to reduce the risk of unfavourable 

comments financial costs . The two are also the foundation of an organisation 's 

management and the guidance that should be provided to managers to achieve 

efficient, effective and proper use of public assets (McCrindell, 2005). Every 

employee is obliged to prevent irregular, fruitless and wasteful expenditure within 

his/her area of responsibility , (PFMA 29 , 1999). Only 2% of the respondents 

disagreed that professionals should be capacitated so that they can implement the 



improvement and 1 % of them are neutral about that statement. The statistics reveal 

that 49% of the respondents strongly agreed that appointment of qualified and 

experienced officials would help in the decrease of unlawful expenditure in the 

Department. The other 38% of the respondents agreed and 8% were neutral about 

the statement. It is only 5 % of the respondents who strongly disagreed with the 

statement. . Auditor General have realised that employees lack knowledge of PFMA 

and that relevant training is not provided , and also the manner in which employees 

carry themselves in , staff that is not experienced , skilled and qualified and 

responsibilities not defined clearly to officials when it comes to work due to wrong 

placement, (van Wyk, 2004) . 

The statistics above further shows that 51 % of the respondents agreed with the 

statement that the Internal control describes the systems, processes and methods of 

managing activities rather than a specific unit in the Department. The other 25% of 

the respondents strongly agreed with the statement. It is only 20% of the 

respondents who were neutral about the statement. Only 3% of the respondents 

disagreed that internal control describes the processes and methods of managing 

activities in the Department, management's responsibility is to implement controls 

over basic financial and performance management, these controls will be to ensure 

that correct record keeping is done so that complete , relevant and accurate 

information is available to support financial and performance reporting , monitoring 

and evaluation of all regulations against non-compliance so that there can be 

implementation controls on the reconciliation of transactions, (Africa , 2014) and 

finally 1 % of the respondents strongly disagreed with the statement. 46% of the 

respondents agreed that the objective of the PFMA was to enable managers in the 

public sector to manage, while being accountable for the use of the resources made 

available to them while 40% of them strongly agree with the statement. 

It is only 13% of them who were neutral that managers in the public sector manage, 

while being accountable for the use of the resources made available to them while 

1 % disagreed with the statement. The executives should ensure that management 

has successfully carried out their duties relating to how risk is managed in terms of 

risks as well as the correspondence of internal controls. Management ought to 

monitor, maintain , plan , and apply as well as to report on the Department's internal 



control system referring to the risk strategy and approved policies on internal control. 

In the execution of internal control and risk management every personnel member is 

to be held accountable for every transaction , (Accountants, 2012) . 

Table 4.2.4: investigate the existing managerial control measures to eliminate 

ineffectiveness of unlawful expenditure is adequate 

Key: SD = strongly disagree, D = disagree, N = neutral , A = agree, SA = strongly 

agree 

SA A N SD D 
Statement (%) (%) (%) (%) (%) 

To improve the quality of spend ing , the Department will 39 48 11 3 0 
have to work to define performance ind icators for each 
area of expenditure to ensure spending is according to 
the strateqic olan .(N = 104) 
For expenditure to be brought under control 38 50 10 3 0 
successfully, the Department has to become more 
efficient and effective in the use of resources, it requires 
a focus on outcomes and outputs in the achieved in the 
communities.(N = 104) 
The Department must evaluate whether existing controls 40 53 5 2 0 
are appropriate, assess the risks facing the Department, 
and introduce the necessary changes to the system of 
internal control.(N = 104) 
PFMA in particular requires accounting officers to 43 54 3 0 0 
exercise all reasonable care to prevent and detect 
unauthorised , irregular, fruitless and wasteful 
expenditure. (N = 104) 
Average Response(%) 

40 51.25 7.25 2 0 

The majority of the respondents (48%) indicated that to improve the quality of 

spending , the Department would have to work to define performance indicators for 

each area of expenditure to ensure spending is according to the strateg ic plan. 

Additionally, 39% of the respondents strongly agreed with the statement that READ 

would have to work to define performance indicators for each area of expenditure. 

Only 11 % of the respondents were neutral about the statement that performers' 

indicators had to be defined and 3% of them strongly disagreed with that statement. 

Department's budget allocations should give valid information that must be in line 

with the annual strategic plans and link successive strategic plans to the budget 

allocations and performance indicators that keep record of delivery over a short 

t::0 



period to a long period of time. The National Treasury should manage the monitoring 

on how the Departments are spending the allocated funds, (box, 2008) . 

In the table above, it can be seen that 50% of the respondents agreed and 38% 

strongly agreed with the statement that the Department has to be efficient and 

effective in the use of resources. Only 10% were neutral about the statement and 

only 3% strongly disagreed with the statement. The PFMA gives specific 

responsibilities on accounting officers. The Act gives four key responsibilities which 

are to implement effective, efficient, economic and transparent systems for controls 

in organisations, eliminate unlawful expenditure by making sure that Departments do 

not over-spend their budget. 

The records above also indicated that the Department had to evaluate whether 

existing controls were appropriate, assess the risks facing the Department, and 

introduce the necessary changes to the system of internal control. This is shown by 

53% of the respondents who agreed with the statement that there should be an 

introduction to necessary changes to the internal control systems. On the other 

hand , 40% of the respondents also strongly agreed with the statement. Only 5% of 

the respondents were neutral about the statement while 2% strongly disagreed. The 

majority of the respondents (54%) agreed that the PFMA required of accounting 

officers to exercise all reasonable care to prevent and detect unlawful expenditure. 

Other respondents at 43% concurred with the statement by strongly agreeing to the 

statement and only 3% were neutral. If leadership of the Department fails to address 

issues that relate to financial discipline and failure to work on changes to the internal 

control systems as they are the reasons why there is lack of financial performance in 

the Department, (PFMA No.29 of 1999). 



Table 4.2.5:Determine the challenges that the Department experienced in 

monitoring and implementing control measures to control unlawful 

expenditure 

Key: SD = strongly disagree, D = disagree, N = neutral, A = agree, SA = strongly 

agree 

SA A N SD 0(%) 
Statement (%) (%) (%) (%) 

Officials tend not to comply with policies and 23 36 31 5 5 
regulations. (N = 104) 
Reason for improper expenses to occur is because of 36 44 15 3 1 
politics and abuse of power. (N = 104) 

The Department should have procedures in place to 47 48 4 0 1 
monitor progress against budget and objectives on a 
monthly basis.(N = 104) 

Regular monitoring of expenditure is essential not just 48 50 1 1 0 
to verify expenditure against target but also to identify 
changing patterns or circumstances that need 
corrective action . (N = 104) 
Average Response(%) 

38.5 44.5 12.75 2.25 1.75 

The statistics indicate that 36% of the respondents agreed that officials tend not to 

comply with policies and regulations . There were only 31 % of the respondents who 

were neutral to the statements. The table further reveals that 23% strongly agreed 

with the statement, and 10% of the respondents strongly disagreed and disagreed 

that officials do not comply with policies and regulations in the Department. The 

Auditor-General recommends that people who are competent must be hired for the 

positions and they will make sure that there is compliance with legislations on the 

day to day activities (Davis , 2014). The majority of the respondents (44%) agreed 

that the reason for improper expenses to occur was because of politics and abuse of 

power in the Department. Other respondents at 36% concurred with the statement 

by agreeing that politics and abuse of power do affect the expenditure of the 

Department and only 15% were not sure regarding the statement. A few percentages 

of 3% and 1 % disagreed with the above statement - they just did not think that 

politics play a major role in the Department's finances . There are some of the 

political and leadership from administrations who are entrusted with the government 



resources that only help themselves with such resources instead of acting as 

custodian of the government, and Naidoo (2012) , also stated that corruption has 

distorted performance of the Departments and this affects service delivery. 

The table above also points out that 48% of the respondents agreed with the 

statement that there should be procedures in place to monitor progress against 

budget and objectives on a monthly basis to avoid irregular, fruitless and wasteful 

expenditure. The records above show that 47% strongly agreed with the statement 

while 4% were not sure and 1 % disagreed with the above statement. The statistics 

further indicate that 50% of the respondents agreed with the statement that there 

should be regular monitoring of expenditure in the Department. There were only 48% 

that strongly agreed while 1 % of the respondents both were not sure and strongly 

disagreed with the above statements. According to Badenhorst and Weiss (2012: 11 ), 

provincial governments have put out irregular, unauthorised, fruitless and wasteful 

expenditures that were not in accordance with laws and regulations because there 

was a lack of proper monitoring and evaluation as required , according to (Lotriet, 

2015) . Key officials lack appropriate competencies , management responds slowly to 

warning signal and there are no consequences for poor performance and 

misconduct 



Table 4.2.6: recommendations strateg ies that can improve the monitoring 

process on unlawful expenditure in the Department of rural, 

environmental and agricultural development 

Key: SD= strongly disagree, D = disagree, N = neutral , A= agree, SA= strongly 

agree 

SA A N SD D 
Statement (%) (%) (%) (%) (%) 

There are disciplinary steps taken against employees 22 36 26 9 8 
who have committed an act which undermines the 
financial management of the Department. 
On discovery of unauthorised and irregular and fru itless 40 49 8 2 1 
and wasteful expenditure the Department must report 
in writing , to the relevant treasury particulars of 
unauthorised , irregular or fruitless and wasteful 
expenditure. (N = 104) 

The accounting officer must ensure that an effective, 41 52 7 0 0 
efficient and transparent system of financial , risk 
management and internal control effective and 
appropriate disciplinary procedures are in place within 
the Department. (N = 104) 
The accounting officer must implement effective, 41 54 5 0 0 
efficient and transparent processes of financial and risk 
management, and track expenditure and expenditure 
commitments against the vote. (N = 104) 
Average Response (%) 

36 47.75 11 .5 2.75 2.25 

The records above indicate that there are disciplinary steps taken against employees 

who have committed an act which undermines the financial management of the 

Department. This is shown by 36% of the respondents who agreed and 22% who 

strongly agreed with the statement disciplinary steps are taken. On the other hand, 

26% of the respondents were not sure that there were steps taken against 

employees who had committed such an act. Only 9% of the respondents disagreed 

with the statement while 8% strongly disagreed . According to the PFMA Act of 1999 

the accounting officer is required to take actions to avoid unlawful expenditure and 

effective disciplinary steps must be taken against employees in the Department who 

commits to unauthorised, irregular and fruitless and wasteful expenditure and further 

states that any employee who committed unlawful expenditure must be requested to 

repay the amount within 30 days so that the Department can recover the funds . 



The results collected show that 49% of the respondents agreed that on the discovery 

of unauthorised and irregular and fruitless and wasteful expenditure the Department 

must report in writing to the relevant treasury particulars of unauthorised , irregular or 

fruitless and wasteful expenditure. The respondents who strongly agreed with the 

statement were at 40% while 8% of the respondents were not neutral and at the end 

2% strongly disagreed with the statement and 1 % disagreed as well. The responses 

also revealed that 52% of the respondents agreed that the accounting officer had to 

ensure that an effective, efficient and transparent system of financial, risk 

management and internal control in the Department and further 41 % of them 

strongly agreed with the statement while 7% of them were not sure as to what the 

accounting officer was required to do in the Department. According to the PFMA Act 

of 1999 the responsibilities of the Head of the Department are to apply an effective, 

efficient, transparent and economic system in how the Department is to be controlled 

and those systems will help to curb unlawful expenditure. It was revealed that 54% of 

the respondents agreed with the statement that the accounting officer had to 

implement effective, efficient and transparent processes of financial and risk 

management, and track expenditure and expenditure commitments against the vote 

and also 41 % the respondents strongly agreed with the statement. It was only 5% of 

the respondents who were not sure as to what had to be done by the accounting 

officer of READ. 



SECTION C 

Figure 4.3.1: Does the Department have written financial policies and PFMA 

and Treasury Regulation? 

Not 

are 
5% 

The results were that 68% of the respondents answered yes, 27% of the 

respondents answered no and lastly 5% of the respondents were not aware of any 

written financial policies and regulations that existed within the Department. With 

regard to this aspect the majority of the respondents were aware of policies and 

regulations that are utilized in READ. Thus only a few employees need to be made 

aware of the written financial policies. 

Figure 4.3.2: Are you aware of financial policies and that those policies provide 

proper and clear guidelines in controlling the finances of the 

Department 

No Not 

sure/Una 

6% 

The results indicated that 74% of the respondents answered yes to policies providing 

clear guidelines in controlling finances , 20% of the respondents answered no and 

6% of the respondents were not aware of financial policies. The perception was that 

a large percentage of employees were at least aware of these policies in financial 

management. 



4.4 Qualitative data analysis 

The interviews performed were supported by the interview schedule (see Annexure 

A) and the responses from interviewees are as follows: 

4.4.1 Training that staff receive to allow them to competently implement such 

policies and regulations 

The majority of the respondents had no they have no idea of any training that the 

employees receive regarding the implementation of policies and regulations and 

others indicated that they have received a training of financial management to non

financial managers in order to implement policies and regulations in the Department. 

A few respondents indicated that workshops or presentations werecarried out most 

of the time regarding policies and regulations. 

The impression was that READ employees do not have knowledge when it comes to 

policies and regulations and this will make implementation of such policies in the 

Department difficult and this can also be the cause of unlawful expenditure in the 

Department as a whole . According to van Wyk (2004) the external auditors have 

identified that there is lack of training and this can be more critical regarding the 

current effectiveness of financial management in the provincial government. 

4.4.2 Lack of experienced, knowledgeable and skilled and qualified in the 

Department 

(Davis R. , 2014) has outlined that the Auditor-General made recommendations that 

people who are competent must be hired for the positions in government and this 

would help in regular financial reporting , implementation of processes which ensures 

there is compliance with legislation on a day to day activities. The majority of the 

respondents indicated that the Department has experience and knowledge and they 

are skilful and qualified it is just that they are not appreciated . Interviewees believe 

that, partly, employees with experience have no qualifications and have limited 

knowledge and experience and they believe than an employee cannot have all on 

hand . There are also interviewees who believe that there is a lack of experienced 

and qualified personnel. They believe that those who are qualified are not 



experienced and some of those who have the experience do not have the 

qualifications and that if there were experienced or qualified people in the 

Department there would be accountability when it comes to the Departmental 

finances 

4.4.3 The Department in must monitor compliance with policies and regulations 

in place 

The Finance and Audit and Risk Committees are responsible for monitoring the 

relevant controls that have been implemented to ensure the prevention of any losses 

caused by criminal conduct, irregular, unauthorised, fruitless and wasteful 

expenditure. Evaluations are also conducted throughout the decision making 

process if interim decisions also caused money to be spent (PFMA 29 , 1999). 

The majority of the respondents have revealed that they do not know how the 

Department monitors compliance with policies and regulations and the other 

respondents have shared that the Department has an internal control section where 

pre-audits and post-audits are performed when procuring goods and services. The 

PFMA has outlined that every employee is obliged to prevent irregular, fru itless and 

wasteful expenditure within his/her area of responsibility . 

4.4.4 Procedures that management do us to make staff aware of such policies 

and regulations 

Management and employees under risk management and internal control should 

have supporting roles and management should ensure that regular communication 

regarding internal control systems as well as outcomes takes place at all levels 

within the organisation to make sure that internal control principles are fully 

understood and correctly applied by personnel in the Department, (Accountants, 

2012) . 

The majority of the respondents have indicated that for them to be aware of policies 

in the Department management must ensure that it holds workshops regarding the 

policies and that is when employees will know and there are some interviewees who 

have indicated that management does not do anything to inform them of the policies 

that are in the Department. We have those respondents who also said that they 



hadshort meetings in their directorates within the Department and those who said 

emails weresent out should there be new policies and amendments thereof 

4.4.5 Department in maintaining effectiveness, efficiency and transparency in 

financial and risk management and internal control 

The majority of the interviewees stated that they did not know how the Department 

maintains its effectiveness, efficiency and transparency in financial contexts , risk 

management and internal control ; this will make it difficult for the Department to 

implement the efficiency and effective system as employees might not have any 

knowledge as to how the Department is operating . The other respondents 

highlighted that the annual report at financial year end is issued after an audit has 

been performed by the Auditor-General. Management ought to monitor, maintain , 

plan and apply as well as report on the Department's internal control systems 

referring to the risk strategy and approved policies on internal control. In the 

execution of internal control and risk management every personnel member is to be 

held accountable for every transaction . In the absence of assumptions as to the line 

functions in managing risk, the internal control and risk management section should 

provide support roles. An internal control directorate must communicate the 

objectives and outcomes expected , and these should be communicated to every 

employee in the Department at all levels, as it will help the staff to understand 

principles that should be followed and how to apply them on their daily activities, 

management should make sure that there is correspondence (Accountants, 2012) . 

The other respondents stated that the Department has an internal control and risk 

management section which maintains the effectiveness, efficiency and transparency 

of finances and whether there is compliance regarding policies within the 

Department. The introduction of the Public Finance Management Act has pointed out 

the important role of internal control as part of a total process to ensure accurate 

financial management in government. Internal control must be understood and 

practised well by all officials of government. An organisation 's internal control system 

includes the processes, procedures, actions and policies effected by the 

organisation's management and other officials , created to give assurance in regard 

to the achievement of objectives that relates to the effectiveness and efficiency of the 



running , and the financial reporting that is reliable and accurate, finally compliance 

with applicable laws and regulations (Botha , 2003) . 

4.4.6 Causes of the challenges that the Department has in monitoring and 

implementing control measures to control unlawful expenditure 

The majority of the interviewees indicated that what causes the challenges in 

monitoring and implementing control measures to unlawful expenditure is the 

influence of corrupt officials or rather abuse of power or leaders over the particular 

staff that are supposed to monitor expenditure regularly, as corruption affects 

resource allocation and government performance. Factors that affect good 

governance are policies, programmes and activities that are poorly conceived and 

managed , unethical leadership, poor governance practices such as lack of 

accountability and transparency. It can therefore be argued that accountability is the 

fundamental prerequisite for preventing the abuse of power and for ensuring that 

power is directed towards the achievement of efficiency, effectiveness, 

responsiveness and transparency. Corruption occurs in the public sector, which 

affects the delivery of goods and services by and for the government or its citizens, 

whether at national and provincial levels (Naidoo, 2012). 

The other respondents stated that the Department does not have time for monitoring 

because of a lot of work that they are always having or doing. According to Ambe 

and Badenhorst Weiss (2012 : 11 ), inadequate monitoring and evaluation are linked to 

the absence of a controlled environment, and the government entities are placed in a 

difficult position to implement the policies. According to Batt (2015) , Section 32(1) (d) 

of the Local Government Municipality states that any political office-bearer or 

municipal official negligently authorising a fruitless expenditure will be liable for the 

expenditure. It is clear that some of the political and administrative leadership 

entrusted with state resources develop themselves instead of acting as custodians of 

the state's resources . 



4.4.7 Recommendations and strategies can be developed improve the 

monitoring process on unlawful expenditure in the Department 

According to the PFMA (29 , 1999), the Finance and Audit and Risk Committees are 

responsible for monitoring the relevant controls that have been implemented to 

ensure the prevention of any losses caused by criminal conduct, irregular, 

unauthorised, fruitless and wasteful expenditure. If continuous transaction monitoring 

by management was in place, with proper alerts for irregular or abnormal 

transactions, an alarm would have been raised (Mtshali& Zola , 2014. The majority of 

the interviewees have made recommendations that politics must be left to politicians 

and officials who are caught on the wrong side of the law must be punished , further 

they added that accountability must be cascaded down to all levels of employees 

and people must be held severally accountable for financial misconduct as well as 

pay from personal pockets. Interviewees outlined that management must go around 

district offices and LDC and see whether employees follow policies, and they further 

gave an answer that fair disciplinary measures to all employees who committed 

unlawful expenditure. The interviewees believe that the development of a procedural 

manual on monitoring unlawful expenditure will help in the improvement to monitor 

unlawful expenditure and that each directorate should do monthly report on the 

expenditure management and advised that there must be an employment of skilled 

personnel. Finally interviewees outlined that educating staff about what constitutes 

an unlawful expenditure, informing employees and training in financial management 

even those at lower levels as they are also responsible in the procurement process 

as a whole . 

Section D: Reliability analysis 

Cronbach 's alpha (a) reliability coefficient, whose numerical value ranges from O to 

1, measures the reliability of the items in the Likert scale. A high value (close to 1) for 

Cronbach's alpha reliability coefficient indicates good internal consistency of the 

items in the scale. 



Table 4.5.1 

Dimension Cronbach 's N of 

Alpha (a) Items 

Policies in place in controlling the .675 5 
management of finances in the Department of 
Agriculture. 

Existing managerial skills of finance 0.688 4 
employees are the right skills to implement 
the financial policies in the Department of 
Agriculture. 
The existing managerial control measures to 0.810 4 
eliminate ineffectiveness of unlawful 
expenditure is adequate 

Challenges that the Department experienced 0.593 4 
in monitoring and implementing control 
measures to control unlawful expenditure 
Strategies that can improve the monitoring 0.656 4 
process on unlawful expenditure in the 
Department of Rural , Environmental and 
Agricultural Development. 

The Cronbach 's alpha coefficients in Table 4.10 above are close to 1, suggesting 

that the items in the scale have relatively high internal consistency. 
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Section E: T-test between two independent samples 

Table 4.5.2 

t Do Sig . (2-
tailed) 
(p-value) 

Are the policies in place 31 .367 103 .000 
effectiveness in the 
control and 
management of finance 
in the Department of 
Agriculture? 
Are the existing 29.253 103 .000 
managerial skills and 
thoseof finance 
employees the right 
skills to implement the 
financial policies in the 
Department of 
Agriculture 
Are there managerial 29.187 103 .000 
control measures to 
eliminate the 
ineffectiveness of 
unlawful expenditure 
What are the 30.426 103 .000 
challenges that the 
Department 
experienced in 
monitoring and 
implementing control 
measures in unlawful 
expenditure 
What recommendations 31 .722 103 .000 
can be offered to 
improve the monitoring 
process of expenditure 
in the Department 

Mean 
Difference 

2.067 

1.837 

1.817 

1.942 

2.010 

Key: 1 = strongly disagree, 2 = Disagree, 3 =Neutral , 4 = Agree , 5 = strongly agree 

The mean is on average 2.067 which is the first Sig . (2-tailed) (p-value) . The P-value 

is 0,000, normally the P-value is from 0,05 (5%) and any value that is less than 0.05 

adds value to statistics in other words it is statistically significant, meaning it simply 

agrees to the statement that the policies are in place in controlling the management 

of finances in the Department of Agriculture . Compliance with the policies and 
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regulations is a problem in South African government (Ambe & Badenhorst-Wiess, 

2012). In terms of section 38 of the Public Financial Management Act of 1999, head 

of the Department is required to take corrective steps or procedures to prevent 

unlawful expenditure from occurring which results from the illegal transactions within 

the Department. Corrective and effective actions should be taken should an official 

commit a form of misconduct that undermines the Department's financial 

management which will at the end resulted in irregular, fruitless and wasteful 

expenditure as well as unauthorised expenditure . Effective and disciplinary steps 

against any official in the service of the Departments commits an act which 

undermines the financial management of the Department, makes irregular, 

unauthorised and fruitless and wastefu l expenditure, (Davis R. , 2014) . 

The formula for degrees of freedom (OF) = n - 1 

N= Population 

n = Sample size 

The total sample is 104 which was selected from READ therefore: 

n- 1 

10 - 1 = 103 

That is where the 103 is arising from . 

In conclusion of T-test, 0, 05 is 95% confidence interval level. We are 95% 

confidence on the questions asked . 



Section F: Correlation analysis 

Spearman's rank rho test 

Table 4.5.3 

Items 

Are the policies in place effectiveness in the control and Correlation 0.411 

management of finance in the Department of Agriculture? coefficient(r) 

p- value 0.000 

Are the existing managerial skills and those of finance Correlation 0.459 

employees the right skills to implement the financial policies coefficient(r) 

in the Department of Agriculture p- value 0.000 

Are there managerial control measures to eliminate the Correlation 0.177 

ineffectiveness of unlawful expenditure coefficient(r) 

p- value 0.072 

What are the challenges that the Department experienced in Correlation 0.459 

monitoring and implementing control measures in unlawful coefficient(r) 

expenditure p- value 0.000 

What recommendations can be offered to improve the Correlation 0.480 

monitoring process of expenditure in the Department coefficient(r) 

p-value 0.000 

Since most of the correlation coefficient(r) in table 4.12 is ranging between 0 and 1, 

they go closer to 0.05 which means the correlations are moderate. A positive 

correlation coefficient implies that the statements above are being agreed to and if it 

is closer to 0 the less correlation. 0.177 has less correlation on the objective to 

investigate the existing managerial control measures to eliminate ineffectiveness of 

unlawful expenditure is adequate, correlation is there but not that strong . If it was 0, 

then correlation would not be there. There is a low correlation with existing 

managerial controls to measure unlawful expenditure, that implies that there are no 

existing managerial controls in place in the Department and also that there is a high 

level of expenditure that is unlawful and the Department is not doing anything to 

design or come up with the measures necessary to eliminate unlawful expenditure 

and further the P - Value for the objective is 0.072 which is above the 0.05 , meaning 



there is statistical difference in the objective as participants(interviews) do not 

believe in the statement that there are existing managerial control measures to 

eliminate ineffectiveness of unlawful expenditure is adequate. 

According to Ambe and Badenhorst Weiss (2012:11) , inadequate monitoring and 

evaluation are linked to the absence of a controlled environment, and the 

government entities are placed in a difficult position to implement SCM as required 

by the policy. Poor work performance by the municipal manager and senior 

management relates to instances where a senior manager including the municipal 

manager is underperforming in detecting unauthorised, irregular as well as fruitless 

and wasteful expenditure, and disclose such expenditure in the financial statements 

(Lotriet, 2015) . According to Botha (2003), management must take specific action to 

try and minimise potential threats that may affect the Department, if the effectiveness 

of the internal control system is particularly under threat because of lack of 

communication, it is management's responsibility to be aware of this threat and be 

proactive in taking steps to enhance communication regarding the purpose and 

technical detail concerning the internal control system and individual control 

procedures. The threat caused by inherent internal control limitations can never be 

eliminated , but it can be minimised it can be kept in check. 



Section G: Chi-square test 

The chi-square statistic is used to show whether or not there is a relationship 

between two categorical variables Tavakol and Dennick (2011 :53). 

Table 4.5.4 

The Public Finance Management Act (PFMA) , 1999 (Act No. 1 of 1999) (as amended by Act 
No. 29 of 1999) is one of the most important pieces of legislation passed by the democratic 
government in South Africa 

Strongly Strong ly 
Items Agree Agree Neutral Disagree Total 

Grade 12 4 4 2 0 10 

National 9 11 1 1 22 
diploma 

HIGHEST 
Junior 11 12 1 1 25 

QUALIFICATION 
Degree 

Honours 17 12 4 1 34 
degree 

Master's 6 6 0 0 12 
degree 
Doctorate 1 0 0 0 1 

Total 48 45 8 3 104 

The statistical software package (SPSS) was used to perform a Chi-square to show 

whether or not there is a relationship between two categorical variables between in 

Table 4.13. Relationship between the PFMA as being one of the most important 

piece of legislation and qualifications, tota l number respondents who are holding 

honours degree is 34 this implies that they understand the PFMA. A total number of 

93 which is entai led by 48 and 45 of the respondents agree to the fact that PFMA is 

the most important piece of Legislation in South African government, the 93 of the 

respondents agree to the qualifications and people who have honours degree have 

agreed. PFMA in READ is understood by respondents who have qualifications; a 

total of 34 hold honours degree and those with junior degree are 25 in total. The 

majority of the respondents in the study have an honours degree and that means 

that people at the Department are qualified. This is justified by figure A2. 
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Table 4.5.5 

Policies developed and implemented by READ provide clear and proper guidance on public 
financial management, (financial policies and that those policies provide proper and clear 
guidelines in controlling the finances) 

Strong I 
Strong I y 
y Agre Neutr Disagre Disagre Tota 
Agree e al e e I 

Between 1 and 11 8 10 1 0 30 
4 years 

Between 5 and 7 11 11 3 1 33 

RECORD OF 
10 years 

WORKING Between 11 3 10 2 1 0 16 

SERVICE IN THE and 20 years 

DEPARTMENT 
Between 12 5 13 3 0 0 21 

and 30 years 

31 years and 1 3 0 0 0 4 

above 

Total 27 45 26 5 1 104 

The relationship between whether policies developed and implemented by READ 

provide clear and proper guidance on public financial management and years of 

experience is tested using SPSS. A total number of 30 respondents who have a 

record of working experience between 1 and 4 years in the Department and 19 have 

agreed that policies in the Department are there and they are being implemented 

and further the respondents who have between 5 and 10 and 19 years agreed to the 

above statement as well. A total of 72 respondents agreed that the policies are 

implemented in the Department. The majority of the respondents in the study means 

people at the Department who have less than 20 years of experience, the less 

experienced respondents tended to slightly agree (see Figure A3 to justify this 

research finding). 
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4.6. Conclusion 

This chapter presented data , results and discussions from the observed findings that 

were acquired through the respondents' replies to the questionnaires and they were 

analysed using the SPSS tool , generally using graphs and table to present results at 

the same time making reference to the literature. In this study the aims and 

objectives were reached and the main research questions were answered . 

In the next chapter the focus will be strictly on a detailed discussion on findings , 

findings from the literature, summary of chapters, recommendations and conclusions 

to the study. 
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CHAPTER 5 

SUMMARY RECOMMENDATIONS AND CONCLUSION 

5.1 Introduction 

This chapter includes a presentation of the main aspect addressed in previous 

chapters in the form of a summary, a detailed discussion of findings on the 

objectives, findings from the literature and recommendations . The chapter ends with 

a conclusion that shows whether the aim and objectives of the study have been 

achieved . 

5.2 Detailed discussion of the findings 

The aim of the study was to investigate managerial control measures in monitoring 

unlawful expenditure in the Department of Agriculture - North West adopted by a 

number of objectives that were investigated as indicated below. The research 

questions and follow-up questions were formulated based on the objectives that 

were derived from the main problems and research questions. They were as follows ; 

5.2.1 Objective one: policies in place are effective in controlling the 

management of finances in the Department of Agriculture 

During data collection , the researcher designed questions to see whether employees 

in READ have knowledge regarding the effectiveness of financial management 

policies, majority of the respondents have strongly agreed to the fact that PFMA is 

one of the main parts of legislation that should be approved and utilised by national 

and provincial government in South Africa for this will enable managers to manage 

and be accountable and the Act will further help in the elimination of unlawful 

expenditure from occurring in good time. The respondents further agreed that the 

financial policies that are in place in the Department clearly outline the guidelines on 

how the government's finances should be handled. A greater percentage of the 

respondents believe that the PFMA promotes the objective of good financial 

management for service delivery to be better. Finally on the above objective the 
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majority of the respondents said that employees do not have access to the Act, and 

this would mean that when performing daily duties in the Department employees do 

not refer to the PFMA. This will have a huge impact on the service delivery for the 

Department does not implement what the Act has regulated for provincial and 

national government. 

According to the PFMA, the key responsibilities of accounting officers are that they 

are required to apply effective, efficient, economic and transparent systems for 

managing and reducing unauthorised expenditure by making certain that there is no 

budget that will be overspent and that budget not being according to the vote in the 

Department furthermore Fourie D (2001) argued that the information concerning the 

Department's "triple E" (economy, efficiency, and effectiveness) in delivering outputs 

and achieving its objectives/outcomes against indicators is to be set out in the 

strategic plan for that financial years should be included in the Annual Report. 

5.2.2 Objective two: the existing managerial skills and that of finance 

employees are the right skills to implement the financial policies in the 

Department of Agriculture 

In an effort to achieve this objective, research questions were formulated and once 

again a greater number of respondents agreed that all officials, should they be 

finance and non-financial employees, should be capacitated with knowledge of 

finance in the Department so that there can be improvements in financial 

management. A higher number of respondents also mentioned that qualified and 

experienced personnel should be appointed in the Department for this will help with 

the elimination of unlawful expenditure as officials will be having all the knowledge 

required. Furthermore the majority of the respondents have identified that within the 

Department those who have knowledge have no experience and vice versa. This 

can affect matters as those with experience will perform their duties as they have 

been doing in the past years without having knowledge of what is required , for 

example accounting principles that should be applied . The majority of the 

respondents have also indicated that they were not aware of any training that 

employees receive regarding financial management in the Department and this could 
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cause unlawful expenditure to increase as there will be an absence of knowledge of 

financial policies. According to Davis (2014) there was a discovery that there is a 

lack of financial skills in government Departments as people are doing functions yet 

they do not meet minimum competencies required . There was also a study which 

was conducted by (Devarajan, 2015) in Rwanda which found that Departments 

within the public service that perform poorly in the management of their finance 

inevitably ran into trouble as a result of lack of knowledge of financial policies. 

5.2.3 Objective three: existing managerial control measures to eliminate 

ineffectiveness of unlawful expenditure is adequate 

Findings from the study showed that in the Department of Rural , Environment, 

Agricultural and Development the majority of the respondents revealed that they did 

not know how the Department monitors compliance with policies but again they have 

outlined that the internal control assists the Department to ensure that compliance 

with policies is what the Department does. A high percentage of respondents agreed 

with the idea that in order to improve quality of spending, performance indicators will 

need to be defined in order for expenditure to be spent in accordance with the 

strategic plan and in terms of utilisation of resources money should be spent 

efficiently, effectively and economically. Another higher percentage of respondents 

agreed that the Department must assess all risks that could be facing the 

Department and introduce internal controls and finally stated that the accounting 

officer must exercise reasonable care to prevent and detect any risk that could result 

in unlawful expenditure from occurring. 

According to section 38 of the Public Financial Management Act of 1999, Corrective 

and effective actions should be taken should an official commit a form of misconduct 

that undermines the Department's financial management which in the end could 

result in irregular, fruitless and wasteful expenditure as well as unauthorised 

expenditure. Referring to the MFMA, if any personnel member of the municipality 

intentionally approves an unauthorised, irregular or fruitless and wasteful 

expenditure should be held accountable for that expenditure they approved . 
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According to Ambe & Badenhorst Weiss (2012 : 11 ), lack of monitoring and evaluation 

is related to non-existence of strong control environment, and government is 

positioned in an uncooperative position to implement SCM as required by the policy, 

resulting as to why non-compliance goes undetected at a later stage. 

5.2.4 Objective four: challenges that the Department experienced in 

monitoring and implementing control measures to control unlawful 

expenditure 

From a number of issues raised as challenges during interviews, the main issues 

were of corrupt officials or rather abuse of power and political interference by officials 

who are politically inclined . A further majority of the respondents agreed that the 

officials tend not to comply with policies and regulations when performing duties; 

they also believe that the Department should have procedures in place to monitor 

progress against budget and objectives. Naidoo (2012) also stated that corruption 

has distorted the performance of the Departments and this affects service delivery 

negatively. 

5.2.5 Objective five: strategies that can improve the monitoring process of 

unlawful expenditure in the Department of Rural, Environmental and 

Agricultural development 

A majority of the respondents have suggested that managers should go around the 

district offices and LDCs to monitor whether employees are complying with policies 

and regulations when performing their daily duties in the Department, and it was also 

suggested that staff be educated on what constitutes unlawful expenditure and 

furthermore proposed that politics be left to politicians. A greater number of 

respondents have agreed that there are disciplinary steps taken against employees 

who have committed acts that resulted in unlawful expenditure and finally the 

respondents believe that the accounting officer must implement effective, efficient 

and transparent processes of financial management. 

According to section 38 of the Public Financial Management Act of 1999, corrective 

and effective actions should be taken should an official commit a form of misconduct 



that undermines the Department's financial management which in the end could 

result in irregular, fruitless and wasteful expenditure as well as unauthorised 

expenditure. Referring to the MFMA, if any personnel member of the municipality 

intentionally approves an unauthorised , irregular or fruitless and wasteful 

expenditure should be held accountable for that expenditure they approved . 

5.3 Findings from the literature 

The PFMA gives specific responsibilities on accounting officers. The Act gives four 

key responsibilities which are to implement effective, efficient, economic and 

transparent systems for controls in organisations, eliminate unlawful expenditure by 

making sure that Departments do not over-spend their budget and finally report on 

expenditure and revenue against the budget on a monthly basis and submit annual 

financial statements two months after the end of a financial year to see how 

Departments have performed. 

Batemen (2010) indicates that internal controls had been strengthened to prevent 

future occurrence of irregular expenditure in government. 

The accounting officer must make sure that there will be a recovery of any loss 

incurred from liable persons or write off losses if irrecoverable and authorise 

unauthorised expenditure in an adjustment budget. Financial misconduct means any 

misappropriation , mismanagement, waste , or theft of the finances (Auditor General 

of South Africa , 2012) . 

According to Naidoo (2012) , it is clear that some of the political and administrative 

leadership entrusted with state resources develop themselves instead of acting as 

custodians of the state. There would soon be no money left for service delivery in 

SA, due to the frightening increase in the irregular spending in the Department. 

Corruption has clearly distorted SA government performance. In the public sector 

there is less encouragement for productivity and effectiveness, efficiencies, more 

legal and formal restriction , and larger political influence. 
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Control the environment in organisations must be understood in order to assess the 

internal control system which is the foundation for the other components in 

government and has factors which includes integrity, ethical values, and competence 

of employees and management, management's values and operating style, the 

manner in which authority and responsibility are allocated and employees are 

organised and developed (Aldridge & Colbert, 1994 ). 

According to Ambe & Badenhorst Weiss (2012 :11), inadequate monitoring and 

evaluation is linked to the absence of a controlled environment, and the government 

entities are placed in a difficult position to implement policies that is why non

compliance goes undetected and is only identified at a later stage. 

According to Volmink (2015) , the Department failed to act within the PFMA to ensure 

quality information and to eliminate wasteful use of public money. 

Corruption occurs in the public sector, which affects the delivery of goods and 

services by and for the government or its citizens, whether at national, provincial or 

local levels (Naidoo, 2012). Corruption , incompetence and negligence were 

committed by public servants. 

Management must take specific action to try and minimise potential threats that may 

affect the Department if the effectiveness of the internal control system is particularly 

under threat because of lack of communication . It is management's responsibility to 

be aware of this threat and be proactive in taking steps to enhance communication 

regarding the purpose and technical detail concerning the internal control system 

and individual control procedures. 

Financial management and controls are valuable hence the two are subject to risk 

management techniques before being put into practice. Financial management and 

the controls in the Department are assisted by risk management on the basis of the 

analysis of decisions to be taken or the ones that were taken previously, such as 

how to reduce the risk of unfavourable impacts on financial costs. The two are also 

the foundation of organisation 's management and the guidance that should be 
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provided to managers to achieve efficient, effective and proper use of public as!!t.Y 
(McCrindell , 2005) 

A link among auditing , monitoring and evaluation is important because at the annual 

report and auditor's report must somehow agree in the end . The efficiency, 

effectiveness of the Department can be given to management by the opinion of 

auditors, and the processes and controls that are in place and that are essential for 

effective monitoring and evaluation (box, 2008) . 

According to De Lange (2015) there are reasons for the non-compliance which are 

the results of weak internal control systems, lack of knowledge of the regulations and 

human mistakes. The weak points can be attended to through better internal 

controls , tra ining and effective management. These will help in the decrease of 

irregular expenditure, the appointment of qualified and experienced employees. 

Finally an implementation of disciplinary processes where it has been recognized 

that officials are guilty corruption acts not following the policies. 

5.4 Summary of chapters 

Chapter one provided a brief orientation describing motivation for the study, 

background of the statement, statement of the problem, research questions, 

research objectives, and scope of the study, the significance of the study as well as 

the limitations of the study. 

Chapter two generally was concerned up with the literature review, the aim of this 

chapter was meant to present an analysis of the existing managerial skills and those 

of finance employees whether it is the right skills to implement the financial policies 

in the Department, and the chapter further looked at the internal control measures in 

place to eliminate the inefficiency of unlawful expenditure in the Department will be 

evaluated and also looked at the challenges that the Department experienced in 

monitoring and implementing control measures in unlawful expenditure. 

Chapter three basically includes presentation of the research methods used in 

carrying out the research. The research methods used involved a mixed-method 
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design focusing on interviews and questionnaires. The questionnaire was only close

ended because of the interview that was done and a 5 point Likert-scale was used 

as an option in answering the questions. The questionnaires were pilot-tested and 

suggestions from respondents were incorporated. 

Chapter four includes an analysis and discussion on findings processes. The 

presentation of the findings was placed under the following themes, viz. the policies 

in place are effective in controlling the management of finances in the Department of 

Agriculture , the existing managerial skills and that of finance employees are the right 

skills to implement the financial policies in the Department of Agriculture , existing 

managerial control measures to eliminate ineffectiveness of unlawful expenditure are 

adequate, the challenges that the Department experienced in monitoring and 

implementing control measures to control unlawful expenditure and finally 

Recommendations strategies that can improve the monitoring process on unlawful 

expenditure in the Department of Rural , Environmental and Agricultural 

Development. 

Chapter five includes a detailed summary of findings under the objectives designed 

in chapter one, findings from the literature, summary of chapters, and the chapter 

was rounded off with recommendations emanating from the study as well as the 

conclusion of the study. 

5.5 Implications for the management of the Department 

There are reasons as to why management in the Department should come up with 

methods which they must apply in order to comply with legislations in a systematic 

way, this will not only apply or help when there is audit. Following methods and 

procedures will not only eliminate risk of non-compliance which leads to unlawful 

expenditure but it will also give a demonstration of the Department's responsibility in 

the outcomes that were set to be achieved . It is the responsibility of the Department 

to regulate an effective internal control and risk-management system which will 

decrease unlawful expenditure which results from non-compliance with laws and 

regulations . 
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According to (Glass, 1998), an effective compliance programme must start from 

management having a commitment; this will show that they are committed to follow 

the programme within the Department. The programme must form part of the risk

management and internal control systems, and this cannot be a hard procedure to 

follow as it should be monitored once implemented successfully. Should there be 

changes in regulations and laws the programme is required to be responsive to 

changes made at legislative environment. 

The PFMA requires Accounting Officers to take legal actions to make sure that 

unlawful expenditure is prevented and detected . If leadership of the Department fails 

to address issues that relate to financial discipline and failure to work on changes to 

the internal control systems as they are the reasons why there is lack of financial 

performance in the Department. Failure to have reliable systems in place will keep 

on weakening the government's efforts to deal appropriately with actions relating to 

fraud and corruption that leads to the Department having unlawful expenditure. 

Regular monitoring and evaluation are required in order to see how the Department 

is performing and to keep track of unlawful expenditure in order to bring about 

prevention and detection methods for irregular, fruitless and wasteful expenditure as 

well as unauthorised expenditure. 

Section 64 of PFMA states that when the executive directives encounter financial 

implications a written instruction from the executive authority of a Department has to 

be sent to the head of the Department experiencing financial effects. If application of 

the given instruction still results in unlawful expenditure, then the head of the 

Department will be accountable for unlawful expenditure experienced except that the 

head of the Department has informed the executive authority in writing of the 

possibility of that unlawful expenditure . The head of the Department must file a 

written document containing a decision of the executive authority on the 

implementation of the instruction with the National Treasury and the Auditor-General. 
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5.6 Recommendations 

In the absence of strong financia l policies and regulations no government or 

organisation can perform well. PFMA and financial policies help regulate resources, 

liabilities , revenue and expenditure in provincial and national Departments. The aim 

of the financial policies is to give directions to management as to how they should 

operate in order for goals that were set to be achieved. Based on find ings the 

researcher recommends the following: 

• People who are competent must be hired for the positions, especially in the 

finance unit (section) and the department should actively work in the direction 

of ensuring that all finance officials have the required minimum competencies 

also ensure that officials should receive training and regular updates on the 

financial systems utilised in the North West Province. 

• There must be regular financia l reporting , implementation of processes to 

ensure there is compliance with legislation on day-to-day activities. Controls 

should be in place to ensure that transactions are processed in an accurate, 

complete and timely manner, this will eliminate errors and omissions in 

financial reports . 

• The accounting officer must make sure that appropriate disciplinary 

procedures are exercised against any official who engaged in a misconduct 

that affected the finances of an organisation (Letlhogela , 2015). Section 39 

(1 )h of PFMA of 1999 has given general responsibilities of the Accounting 

Officer and that would be to take effective and appropriate disciplinary steps 

against any official in the department who permits unauthorised, irregular, 

fruitless and wasteful expenditure and any official who undermines the 

financial management and internal control systems. 

• Teamwork and transparency must be encouraged as they are the main pillars 

of the success in Departments (Ngwako & Alex, 2015) . All sections within the 

department should work hand in hand in order for the mandate to be 

achieved . 

• Employees should be encouraged to familiarise themselves with all the 

reviewed policies and procedures of the Department annually. The 

Department should also hold policy indabas on an annual basis where 



changes and amendments made in individual policies are communicated . It 

was established that officials of READ are not all trained on how to apply 

financial policies and adherence to the PFMA. 

• The Public Finance Management Act 1999 states that government 

Departments have to submit monthly and quarterly financial reports. These 

are very useful as the committee can track the expenditure patterns and 

prevent the danger of fiscal dumping as early as possible thus curbing 

corruption . 

• Risk assessment should be done to all projects and programmes of the 

Department on a regular basis. The implementation of a risk assessment 

procedure would enable the Department to develop risk management plans, 

which would serve as mitigation or intervention strategies for any unforeseen 

circumstances that might occur 

• READ should put into effect implementation of its internal control systems to 

prevent unauthorised , irregular, fruitless and wasteful expenditure by ensuring 

reliable financial and performance reporting and compliance with key 

legislation by ensuring proper record keeping. The audit committee should be 

effective in performing its roles and responsibilities . All members of the audit 

committee should be trained to enhance their capacity on internal control in 

monitoring financial resources of the Department. The audit committee should 

be effectively functional to the extent that it can identify all those managers 

with unethical behaviour of fraudulently benefiting themselves from public 

funds well in advance before the Auditor-General can find it. 
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5.7 Conclusion 

The main aim of the study was to investigate the ineffectiveness of managerial 

control measures in monitoring unlawful expenditure in the Department of Agriculture 

- North West. This paper has assessed different types of issues to be able to achieve 

this objective. 

The study found out that there is a level of correspondence to the existing 

managerial controls to measure unlawful expenditure, that means that there are no 

existing managerial controls in place in the Department and also that there is high 

level of expenditure that is unlawful and the Department is not doing anything to 

design or come up with the measures necessary to eliminate unlawful expenditure. 

According to Ambe & Badenhorst Weiss (2012 : 11 ), inadequate monitoring and 

evaluation are linked to the absence of a controlled environment, and the 

government entities are placed in a difficult position to implement SCM as required 

by the policy. 

The study further assessed that the correspondence to the existing policies was that 

the policies are in place in controlling the management of finances in the Department 

of Agriculture , it is just that following them is a challenge that is facing the 

Department. Compliance with the policies and regulations is a problem in South 

African government (Ambe & Badenhorst-Wiess , 2012) . Section 38 of the Publ ic 

Financial Management Act of 1999 requires the accounting officer of the Department 

to take effective and appropriate steps to prevent unauthorised , irregular and 

fruitless and wasteful expenditure and losses resulting from criminal records. 

Effective and disciplinary steps against any official in the service of the Departments 

committing an act which undermines the financial management of the Department, 

makes irregular, unauthorised and fru itless and wasteful expenditure and this can 

also mean that the problem arise from the implementation of the policies. Section 38 

of the Public Financial Management Act of 1999 requires the accounting officer of 

the Department to take effective and appropriate steps to prevent unauthorised , 

irregular and fruitless and wasteful expenditure and losses resu lting from criminal 

records. Effective and discipl inary steps against any official in the service of the 
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Departments who commits an act which undermines the financial management of 

the Department, makes irregular, unauthorised and fruitless and wasteful 

expenditure (Davis R. , 2014). 

According to data provided in this study, government experiences numerous 

challenges related to unlawful expenditure. The study has further shown that 

management as well as other officials in national and provincial government should 

understand their roles and responsibilities in their day-to-day duties. Weaknesses in 

regular monitoring of expenditure in government promote unlawful expenditure. 

Officials also need to understand their input on financial management processes; 

where this is lacking, upgrading skills becomes very important. Resource constraints 

faced by Government in general causes the necessity for efficient, effective and 

economic as a means to help government to prioritise programmes and ultimately 

provide quality service delivery. Therefore, the need for expenditure monitoring 

cannot be over-emphasised. 



6 Bibliography 

Provinces waste R 2 billion in unauthorised expenditure. (2014) . Retrieved from 

JBAY NEWS: www.jbaynews.com 

Academy, P. A. (2013) . Non-permissible expenditure as part of financial misconduct. 

pretoria . 

Accountants , I. F. (2012, June). Professional Accountants in Business Committee 

International Good Practice Guidance. Retrieved 10 09 , 2015, from International 

Federation of Accountants : www.ifac.org 

Aldridge , C. R. , & Colbert, J. L. (1994). Management#s Report on Internal Control , 

and the Accountant#s Response. Managerial Auditing Journal, , Vol. 9, pp. 21 - 28. 

Ambe, I. M., & Badenhorst-Wiess, J. A. (2012) . PROCUREMENT CHALLENGES IN 

THE SOUTH AFRICAN PUBLIC SECTOR. Journal of Transport and Supply Chain 

Management , 9. 

(2013). Annual Report 2010/2011 . Mmabatho: DACERD. 

Bateman , C. (2010) . Mostly warnings for welfare staff who , Vol. 100, No. 8 SAMJ, 1. 

Batt, M. (2015 , November 19). Auditor General confirms Wesenaria Municipality to 

be audited -AfriForum. Retrieved January 15, 2016, from AfriForum: 

http:/ /afriforu m. co . za 

Bazeley, P. (2002). The evolution of a project involing an intergrated analysis 

structured qualitative and quantitativr data . International Journal of social research 

methodology , 229-243 . 

Botha , W . (2003) . Evidence concerning the presence of inherent internal control 

limitations in the South African government sector. Southern African journal of 

accountability and auditing , 4:2003 (51-63) , 52-58 . 

box, s. i. (2008) . how to evaluate your organisation. Retrieved april 25 , 2016, from 

Teach a men to fish: www.teachamantofish .org.uk 



Chakraborty, K. (1999). Measurment of technical efficiency in Public Education. 

Economic Research Institute Study Paper , 99-12 . 

Clark, J. (2012 , January 16). Millions lost in wasteful expenditure -AG report. 

Retrieved january 07, 2016 , from moneyweb: http://www.moneyweb.co .za 

Coldwell , D., & Herbst, F. (2004). Business Research. cape town: Juta and Co ltd. 

Comrie , S. (2015, October 26) . R1 .85bn wasteful spending: North West's city of 

graft. Retrieved January 15, 2016, from News24: http://city-press.news24.com 

Creswell , J. W ., & Garett, A. L. (2008) . The movement of mixed methods research 

and the role of educators. South African Journal , Vol 28:321-333. 

Creswell , J., Fetters, M., & lvankova , N. (2004) . Mixed Methods Study in Primary 

Care Annals of Family Medicine. 

Danie, d. L. (2015) . prevent irregular expenditure by introducing internal controls and 

appropriate policies. Irregular expenditure is harming the image and reputation of 

municipalities , 1-2. 

Davis , G. (2014 , December 07) . Irregular Government spending up. Retrieved 

January 07, 2016 , from Eyewitness News: http://m.ewn .co .za 

Davis , R. (2014 , November 27). 2014 Auditor General report: Improvements, but 

massive wastage. Retrieved January 10, 2016, from Daily Maverick: 

http://dailymaverick.co .za 

Devarajan , S. (2015 , October 31 ). Transperency and Accountability key for success 

public financial management in Africa. Retrieved April 15, 2016 , from African 

Development Bank Group: http ://www.afdb.org .en 

Deviarti , H., Kartika , D., & Sunaryo. (2nd World Conference On Business, 

Economics And Management-11JWCBEM2013) . Review the knowledge of Indonesian 

Management Accountant. 2nd World Conference On Business, Economics And 

Management-rJJ WCBEM20132nd World Conference On Business, Economics And 

Management-rJJ WCBEM2013 , 1164 - 1167. 

l"V''\ 



Diamond , J. (2002). lnterntional Monetary Fund. The role of Internal Audit in 

Govenment financial management, an international perspective . 

Digital , T. (2015 , November 26) . Notable decrease in unauthorised government 

expenditure:AG. Retrieved January 12, 2016 , from sowetanlive: 

http://www.sowetan live.co .za 

Dlodlo, C. (2015 , October 15). free State government reduces fruitless and wateful 

expenditure. Retrieved january 15, 2016 , from OFM: http://www.ofm .co.za 

Dr Dawson , C. (2002) . Practical Research Method. United Kingdom : How To Books 

Ltd ,. 

Dr Greener, S. (2008) . Business Research Mehods. Dr Sue Greener & Ventus 

Publishing ApS. 

Evans, S. (2010 , February 05) . Unauthorised spending still a major concern In 

Northern Cape. Diamond Field Advertiser - Unauthorised spending still a major 

concern in Northern Cape , 6. 

Fourie, D. (2001 ). Annual Reports and the Public Finance Management Act. Annual 

Reports and the Public Finance Management Act , 17 -20. 

Fourie , D., & Jordaan, J. (2007) . Conexualising the measurment of governance in 

public financial managment. Journal on public administration , 42 number 5, 3. 

General , A. (2012). Auditor General of South Africa. Retrieved 2015 , from Auditor 

General of South Africa : www.agsa .co .za 

Gia, N. (2015, december 07). Eyewwitness News. Retrieved january 07 , 2016, from 

Eyewwitness News: http://m.ewn .co .za 

Glass, R. (1998) . Legislative compliance in the public sector. New Zealand : Institute 

of Internal Auditors . 

Godi, T. (2014, February 05). Parliamentary Monitoring Group. Retrieved november 

21 , 2015, from PMG: www.pmg .org .za 

Gwala , S. (2012 , march 08). Leaders guidance can bridge financial skills gap. 

Leaders guidance can bridge financial skills gap , 1 . 



Hughes, C. (2006) . Quantitative and qualitative approaches. Retrieved April 24, 

2016 , from Research approaches: http://www2.warwick.ac.uk/ 

IFRS. (2012 , May 4) . Classification of assets. Retrieved 04 18, 2016 , from IFRS 

foundation: www.ifrs.org 

lttonen , K. (2010) . Investor reactions to disclosures of material internal control 

weaknesses . Managerial Auditing Journal , Vol. 25, pp259 - 268 . 

Jamieson , S. (2004) . Likert Scale:hOW TO (Ab)Use Them. Medical Education , 

1217-1218. 

JBAY NEWS. (2014). Retrieved 2016 , from JBAY NEWS: http://www.jbaynews.com 

Johnson , B. , & Christensen , L. (2014). Educational research: quantitative, 

qua/itantive and mixed approaches (5th ed .). Sage Publication . 

Kimi Makwetu , A.G. (2013). 2012_ 13_MFMA_Consolidated_general_report.pdf 

Kothari , C. R. (2004) . Research methodology methods and techniques. india: New 

Age international (pty) ltd. 

Kumar, K. (2014) . eThekwini Supply Chain Management. Powering Service delivery 

, 26 . 

Leech, N., & Onwueguzie, A. (2007). An array of qualitative analysis tools: A call for 

data analysis triangulation. Schhol psychology quartely,22 , 557 - 584. 

Leedy, P. , & Ormrod , J. (2010) . Practical research : planning and design (9th ed.). 

New Jersey. 

Letlhogela , K. (2015 , August 13). South African Government. Retrieved december 

28, 2015 , from South African Government: www.gov.za 

Lichtman , M. (2006) . Quantitative reseach in education: A user's guide. Thousand 

Oak California: Sage. 

Lotriet, D. (2015 , June 10). Mail and Guradian Africa's best read. Retrieved 

november 21 , 2015 , from Mail and Guradian: www.mg.co.za 



Luphahla , Z. (2012 , October 26). Wasteful health department under attack. Wasteful 

health department under attack . 

Madue, S., & Mahwai , V. (n.d .). Public expenditure management in Ekurhleni and 

Sedibeng health region . 

Mail , M. (2015) . Department turns down opportunit to clear its name. Mafikeng Mail , 

1. 

Makhafola , G. (2015, September 01 ). Gauteng R5bn irregular expenditure. Retrieved 

January 15, 2016, from Norhlink College: http://www.iol.co.za 

Makwetu , K. (2014 , February 06). People's Assembly. Retrieved november 21 , 2015, 

from People's Assembly: www.pa .org .za 

Mandi , ,. U., Dierx, A. , & llzkovitz, F. (2008). The effectiveness an efficiency of public 

spending . Economic Ppaer 301 . 

Maqhina , M. (2010 , August 20). Sorry for the R5m lie the department tell eastern 

cape legislature. Sorry for the R5m lie the department tell eastern cape legislature , 

1. 

Mathebula , N. (2014) . Public sector financial management morality, culture and law. 

Jurnal of public administration , volume 49 number 3, 942. 

McCrindell , J. (2005) . A Framework for Financial Management and Control. FM/ 

JOURNAL , 11-39. 

McMillan , D. (1996) . Sense of community. Journal of community psychology , 315-

325 . 

Mkhabela, M. (2005, June 05). Officials warned to use budget. re them for 

underspending , 1 . 

Moeti , K. (2014 , October 07) . good municipalities are about more than good financial 

management. Retrieved January 07 , 2016 , from NGO pulse: 

http://www.ngopulse .org 

Mokane, T. (2013 , Novmebr 14). Financial controls were controlled . AG R31billion 

down the drain , 1 . 

CH:: 



Moloto, M. (2012, January 12). Limpopo's R1 b in spending left th province broke. SA 

Media University of Free State , 5. 

Naidoo, C. (2012). The critical need for ethical leadership to curb corruption and 

promote good governance in the South African public sector. Journal of public 

administration , 43 - 3, 657. 

Naidoo, G. (2012) . The critical need for ethical leadership to curb corruption and 

promote good governance in the South African public sector. Journal of Public 

Administration , 47, 657. 

news24Wire. (2015, May 12). Municipality spends R120 000 ON nando's and KFC. 

Retrieved January 12, 2016 , from Business Tech : http://www.businesstech .co.za 

Ngwako, M., & Alex, M. (2015 , October 19). Lepe/le Northern Water Stays afloat. 

Retrieved January 15, 2016, from The Citizen : http://www.citizen .co.za 

Olson , K. S. (2004) . Illustration of the IPA: Moho. Journal of the lnemational 

Phonetic Association , 233-238 . 

Onwuegbuzie, A. J. , & Leech , N. (2007) . The Qualitative Report, 12(2), 238-

254Sampling Designs in Qualitative Research: Making the Sampling Process More 

Public (Vol. vol12) . 

Oppermann , H., Booysen , S., Binnekade, C., & Oberholster, J. (2006). Accounting 

standards (11 ed .). lansdowne: Juta & Co . 

Plumper, T. , & Neumayer, E. (2013) . Health spending , out of pocket contributions 

and mortality rates. Public Administration , 403-418 . 

Pretorius, C., & Pretorius, N. (2008). Review ofPublic FinancialManagement Reform 

Literature. London : Department for International Development. 

procurment, f. (2012, June) . International Federation of Accountants. Retrieved 

201+ , from International Federation of Accountants . 

Public Finance Management Act, Act No. 1 of (1999) (as amended by Act No. 29 of 

1999) 

nc, 



Ramafoko, H. (2012) . volution of monitoring and evaluation in the South African 

Public Sevice. Pretoria : Public Service Commission . 

Reporter, T. (2012) . leadership concerns. Lak of commitment to the business 

leadership , 1 . 

Sale, J. E. M. , Lohfeld , L. H., & Brazil , K. (2002). Revisiting the quantitative

qualitative debate: Implications for mixed-methods research. Quality and 

Quantity, 36(1 ), 43-53. DOI : 10.1023/A: 1014301607592 

SAnews. (2015 , November 25). decrease in fruitless and wasteful expenditure. 

Retrieved January 15, 2016, from South African Government News Agency: 

http://www.sanews.gov.za 

Saunders, M., Lewis , P. , & Thornhill , A. (2009) . Research methods for business 

student (5th ed.). London: Pearson Professional Limited. 

Schneider, A. (2009) . Auditors' internal control opinions: do they influence judgments 

about investments? Auditors' internal control opinions , 24 , 709 - 723. 

Singh , K. Y. (2006). fundamenta of research methodology and statistics. Madhya: 

New Age Publishers. 

Tavakol , M., & Dennick, R. (2011 ). Making sense of Cronbach's alpha. International 

Journal of Medical Education , 53-55. 

Turner, B. L. , Matson , P. A. , McCarthy, J. J., & Corell , R. W. (2003) . A framework for 

vulnerabilit_ analysis in sustainability science. NA TA CAO.SCI 100(14) , 8074-8079. 

van Wyk, H. (2004) . Perspective of effective financial management in the public 

sector. Journal on public administration , 39 no3, 414. 

van Wyk, H. (2004) . Perspective of effective financial management in the public 

sector. journl of public administraton , 39, 414. 

Van Wyngaardt, M. (2015 , June 03) . R11.4bn in irregular municipal expenditure 

stems from greed. Retrieved January 10, 2016 , from Creamer media's engneering 

news: http://m.engineeringnews.co.za 



Waratwa, M., & Zola , N. (2014) . Continuous transaction monitoring can significantly 

reduce the more than R2 Billion lost as a result of unauthorised & irregular as well as 

fruitless and wasteful expenditure. Serious financial problems , 14, 1-2. 

Wire , R. N. (2015, october 13). Staggering R5billion in irregular expenditure will hurt 

the poor.DA. Retrieved janary 15, 2016 , from Times Live: http://www.timeslive .co.za 

Writer, S. (2015, June 03) . Irregular expenditure at SA municipalities tops R11 billion . 

Retrieved January 12, 2016 , from Business Tech : http://www.businesstech .co .za 

writer, S. (2014, july 30). SA municialities wated R815 million lat year. Retrieved 

january 12, 2016, from Business tech : http://www.businesstech .co.za 

Yount, R. ((2006)). Research Design and Statistical Analysis in Christian Ministry . 

4th. Fort Worth , Texas: Southwest Baptist Theological Seminary. 

Zohrabi , M. (2013) . Mixed method reseach : instruments, validity, reliability and 

rporting findings. Theory and practice in language studies , 254-262 . 

("\Q 



APPENDIX A: LETTER REQUESTING PERMISSION TO CONDUCT RESEARCH 

Head of the Department 
READ 
Private Bag x 2039 
Mmabatho 
2735 

25 October 2016 

PO Box 2532 
Mafikeng 
2745 

REQUEST FOR PERMISSION TO CONDUCT RESEARCH 

I am a registered Master's student at the North West University School of Business and 
Governance. My supervisor is Prof Meyer. 

The proposed topic of my research is: Investigating managerial control measures in 

monitoring the unlawful expenditure in the department of Agriculture - North West 

The objectives of the study are: 

1. Investigate whether the policies in place are effective in controlling the management 

of finances in the department of agriculture . 

2. Investigate if the exist ing managerial skills and that of finance employees are the 

right skills to implement the financial policies in the department of Agriculture 

3. Investigate the existing managerial control measures to eliminate ineffectiveness of 

non permissible expenditure is adequate. 

4. Determine the challenges that the department experienced in monitoring and 

implementing control measures to control non-permiss ible expenditure. 

5. Recommendations strategies that can improve the monitoring process of non
permissible expenditure in the Department of Rural , Environmental and Agricu ltural 
development 

I am hereby seeking your consent to collect data from the department, I have attached to 
this letter: 

1. A copy of a letter issued by the University to explain as my ethical clearance 
certificate is in the process. 

2. A copy the research instruments which I intend using in my research 

Should you requ ire any further information , please do not hesitate to contact me. My contact 
details are as follows : 

nn 



(0723152349 or lebogangmokgoro@gmail.com) 

Upon completion of the study, I undertake to provide you with a bound copy of the 
dissertation . 

Your permission to conduct this study will be greatly appreciated. 

Yours sincerely, 

Lebogang Mokgoro 
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APPENDIX 8: PERMISSION TO CONDUCT RESEARCH FROM THE 

DEPARTMENT 

read 
DepOftment: 
Rural, Environment and Agricultural 
Development 
North West Provinc ial Governmenl 
REPUIIUC OF SOUTH AFRICA 

AgriCentre Building 
Cnr. Dr. James Moroka and Stadium Rd 

Private Bag X2039, 
Mmabatho 2735 

Republic of South Africa 
Tel : + 27 ( 18) 389 5990 
Fax: +27(18) 384 4571 

E-mail : pmokaila@nwpg.gov.za 

OFFICE OF THE HEAD OF DEPARTMENT 

Attention: Ms Lebogang Mokgoro 
P.O Box 2532 
MAFIKENG 
2745 

Tel : 072 315 2349 
Email : lebogangmokgoro@gmai l.com 

Dear Ms Mokgoro 

RE..:. REQUEST FOR PERMISSION TO CONDUCT RESEARCH 

1. Receipt of your correspondence dated 25th October 2016 pertaining to the above matter is 

hereby acknowledged with thanks. 

2. However, the Department of Rural , Environment & Agricultural Development (READ) will not 

be in a position to assist. 

3. Hope you find t his in order. 

HEAD OF DEPARTMENT 
RURAL, ENVIRONMENT & AGRICULTURAL DEVELOPMENT 

DATE: !:.l_/ j__{_/2016 

WE BELONG WE CARE WE SERVE 
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APPENDIX C: QUESTIONNAIRE INSTUMENT 

The aim of this questionnaire isto establish managerial control measures in 
monitoring the unlawful expenditure. The study is intended for academic purposes. 
Respondents will remain anonymous in the analysis of data, presentation of results 
and discussion of the outcomes. Please answer each question honestly and from 
your perspective in your current working environment. Please mark your answer 
clearly with an X. 

Investigating managerial control measures in monitoring the unlawful expenditure in the 

Department of Agriculture - North West 

QUESTIONNAIRE 

SECTION A: BIOGRAPHICAL DATA 

1. AGE GROUP 

Between 18 and 30 years 

Between 31 and 40 years 

Between 41 and 50 years 

Between 51 and 60 years 

61 years and above 

2. HIGHEST QUALIFICATION 

Grade 12 

National diploma 

Junior degree 

Honours degree 

Master's degree 

Doctoral degree 

3. RECORD OF WORKING SERVICE IN THE DEPARTMENT 

Between 1 and 4 years 

Between 5 and 10 years 

Between 11 and 20 years 

Between 12 and 30 years 

31 years and above 

-1 fV) 



SECTION B 

Investigate whether the policies in place are effective in controlling the management of 

finances in the Department of Agriculture. 

4 

5 

6 

7 

8 

Statement 
The Public Finance Management Act 

(PFMA) , 1999 (Act No. 1 of 1999) (as 

amended by Act No. 29 of 1999) is one 

of the most important pieces of 

legislation passed by the democratic 

government in South Africa 

The key objectives of the PFMA areto 

modernise the system of financial 

management in the public sector; 

enable public sector managers to 

manage, but at the same time be held 

more accountable; to ensure the timely 

provision of quality information; and 

eliminate waste and corruption in the 

use of public resources. 

Policies developed and implemented by 

READ provide clear and proper 

guidance on publ ic financial 

management (financial policies and that 

those policies provide proper and clear 

guidelines in controlling the finances) 

The PFMA promotes the objective of 

good financial management in order to 

maximise service delivery through the 

effective and efficient use of the limited 

resources. 

Do employees have access to the 

Public Finance Management Act and 

do they refer to the Act wh ile 

performing their daily duties in the 

Department? 

Strongly 
Agree 

Agree Neutral Strongly 
Disaqree 

Disagree 



Does the Department have written financial policies and PFMA and Treasury 

Regulations? .... ... .... ... ..... ... .... .. .... ........ .......... ...... ..... ...... ........................ ...... ... ... .. .. ......... .. ....... . 

Are you aware of financial policies and whetherthose policies provide proper and clear 

guidelines in controlling the finances of the Department? 

Investigate whetherthe existing managerial skills and thoseof finance employees are the 

right skills to implement the financial policies in the Department of Agriculture. 

Strongly Agree Neutral Strongly Disagree 
Statement Agree Disagree 

9 Both finance and non-finance 

professionals should be suitably 

capacitated to implement the 

improvement, and this will require 

mind-set changes by all accounting 

officers and Departmental officials 

10 Appointment of qualified and 

experienced officials will help in the 

decrease of unlawful expenditure. 

11 Internal control describes the systems, 

processes and methods of manag ing 

activit ies rather than a specific unit in 

the Department. 

12 The objective of the PFMA is to enable 

managers in the public sector to 

manage, while being accountable for 

the use of the resources made 

available to them 

What training does staff receive to allow them to competently implement such 

policies and reg ulations? 



Is there lack of experienced , knowledgeable and skilled and qualified in the 
Department, if yes please explain? 

Investigate the existing managerial control measures aimed at eliminating ineffectiveness 

of unlawful expenditure and whether these are adequate 

Strongly Agree Neutral Strongly Disagree 
Statement Aqree Disaqree 

13 To improve the quality of spending , the 

Department will have to work to define 

performance indicators for each area of 

expenditure to ensure that spending is 

done according to the strategic plan . 

14 For expenditure to be brought under 

control successfully, the Department 

has to become more efficient and 

effective in the use of resources, it 

requires a focus on outcomes and 

outputs in the achieved in the 

communities. 

15 The Department must evaluate whether 

existing controls are appropriate, 

assess the risks facing the Department, 

and introduce the necessary changes 

to the system of internal control. 

16 The PFMA in particular requires of 

accounting officers to exercise all 

reasonable care to prevent and detect 

unauthorised , irregular, fruitless and 

wasteful expenditure 

How does the Department monitor compliance with policies and regulations in 

place? ... .......... ......... ...... ........... .. ....... .... ......... ................ ... .. ...... ................... ... ... .. .... ................ . . 



What procedures do management use to make staff aware of such policies and 

regulations? ................ ..... ......... ..... .. .... ..... ...... ... ....... ...... .... .. ........ ..... ....... .... .. .. ................. .. ...... . 

How does the Department maintain effectiveness, efficiency and transparency in financial 

and risk management and internal control? 

Determine the challenges that the Department experienced in monitoring 

implementing control measures to control unlawful expenditure 

and 

Strongly Agree Neutral Strongly Disagree 
Statement AQree DisaQree 

17 Officials tend not to comply with 

pol icies and regulations 

18 A reason for improper expenses to 

occur is because of politics and abuse 

of power 

19 The Department should have 

procedures in place to mon itor 

progress against budget and objectives 

on a monthly basis. 

20 Regular monitoring of expenditure is 

essential not just to verify expend iture 

against targets but also to identify 

chang ing patterns or circumstances 

that need corrective action 

In your view, what often causes the challenges that the Department has in monitoring and 

implementing control measures to control unlawful expenditure? 



Recommendations about strategies that can improve the monitoring process on unlawful 

expenditure in the Department of Rural, Environmental and Agricultural Development 

21 
Statement 

There are disciplinary steps taken 

against employees who have 

committed an act which undermines 

the financial management of the 

Department. 

22 On discovery of unauthorised and 

irregular and fruitless and wasteful 

expenditure the Department must 

report in writing to the relevant treasury 

particulars of unauthorised , irregular or 

fruitless and wasteful expenditure 

23 The accounting officer must ensure that 

an effective, efficient and transparent 

system of financial , risk management 

and internal control effective and 

appropriate disciplinary procedures are 

in place within the Department 

24 The accounting officer must implement 

effective, efficient and transparent 

processes of financial and risk 

management, and track expenditure 

and expenditure commitments against 

the vote 

Strongly Agree Neutral Strongly Disagree 
AQree DisaQree 

What recommendations and strategies can be developed to improve the monitoring 

process on unlawful expenditure in the Department? 

THANK YOU FOR PARTICIPATING 


