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ABSTRACT

The purpose of this study was to examine Finaflehning and Management in public schools in the
Kwa Ndengezi Ward in Kwa Zulu Natal. According tetSouth African Schools’ Act No 84 of 1996,
the School Governing Body (SGB) is responsibleHiaancial Planning and management in a public
school. Each public school must establish thertie@Committee, composed of the chairperson of the
School Governing Body, the principal, the treasarat the finance officer. This committee reports to
the SGB on regular basis.

The investigation was based on thirty schools @irttespective levels; eleven junior primary, six
combined primary, seven senior primary and six lsigiools. The questionnaires were given to the

school principals and the chairpersons of Schoae@ong bodies.
The most significant findings of the study werdakws:

* 85% of schools were satisfied with the way in whitchy keep their accounting records
although no school had a part time or full time ldeeper.

* 85 % of schools did not keep fixed assets registers

* 70% of schools did not conduct stock-taking on itune and equipment.

»  60% of schools did not keep petty cash.

* 75% of schools were not satisfied with the condgiof buildings and furniture.
» School fees are the main source of schools’ income.

* 60% of school principals were not satisfied with #thool financial management training they
had.
* 60% of chairpersons of governing bodies were satisibout their working relationships with
the school principals.
Some of the recommendations from the researchsai@laws:

1. Itis necessary for the schools to have persorfsgaod understanding of finance in the
finance committees.

2. ltis necessary for schools to acquire school mamamt computer software so that they are

efficient.

3. Itis important for school principals to upgradeitrexisting knowledge of financial

management

4. In order to improve their financial planning andmagement skills.



5. Other recommendations include cash managemeny,qaeth, working relationships between
governing bodies and school principals, finanaglarting, fixed asset management, stock
management and fundraising.

It is the responsibility of the department of edigrato provide support to the school governingibsd

and principals in matters of governance and managem
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1. INTRODUCTION

South Africa’s apartheid government allocated faiahresources to schools primarily on the basis of
race. The amount spent per pupil in white schoals more than two and a half times than that spent
on black counterparts. This system left a deepigeanhed inequality between white schools and
black schools in general (Young, 2001; Chisholn=®0-iske and Ladd, 2005). Two of the post-
apartheid reforms of the education system involyeaerating a new funding model for schools as
well creating a new local governance platform f@ administration of schools. In funding terms the
post apartheid government made the allocationrdg$uo schools reflects the number of learners per
school as well as the socio economic status oditbéa where the school is located. On the govemanc
side, the South African Schools Act No. 84 of 18&6oduced governing bodies of elected parent,
staff, and in the case of secondary schools, leaepeesentatives with an explicit mandate vested
with the governing body around financial managenoéihe school through the levying of fees,
setting of budgets and approval of expendituree ifikeraction between this new governance model
and the decentralised system of financial managedeserves the attention of researchers as it has
been widely claimed that historically black schoadsitinue to suffer resource shortages and thexe ha
been much concern expressed about the degree ¢b Weleal governance arrangements have
impacted on the allocation of available resourtéss research examines financial planning and

management in public schools in the Kwa NdengezidMa KwaZulu-Natal.

1.2 Background to the research problem

The ability of school governing bodies and printspaf schools to plan and manage school finances
largely depends on financial training programmes #te organized by the department of education.
The South African Schools Act mandates the HeatleDepartment of education to perform this
duty. Obviously, the Head of Department (HOD) dateg these powers to the district offices for
efficient service delivery. Each district officetime province has a school governance unit that is

solely responsible for the task.

One can argue that schools that have received atketyaining would better employ the correct and
appropriate methods and procedures of financialrphey and management. Some schools have full
time personnel responsible for financial administra One would expect that such schools have a

sound administration and management of finances.



The South African Schools’ Act provides for the suksion of audited financial statements to the
department of education. This submission shoulch&de six months after the end of each financial
year. The financial year for public schools stéutsn the £' of January to the 3of December of
each year.

Efficient planning and management of finances hosts calls for correct record keeping. The school
principal is an accounting officer of the schoach school has to keep records for all financial
transactions that were effected. Such recordsodne thade available to the department of education

on request.

The inability of schools to manage their financesld not necessarily be attributed to lack of tran
other reasons could be poor working relationshgig/ben chairpersons of governing bodies and

school principals.

It is imperative that principals of schools conbosly attend financial management workshops /
training to keep abreast of the latest informagesential for the task.
Schools that have sound financial planning and gemant usually have a skilled and a responsible

person in charge of the task.

The Kwa Ndengezi Ward is made up of thirty schaolhe South of Pinetown (Durban Metro Area.
The socio economic conditions in the area may affexextent to which the school fees are paid. The
planning unit of the eThekwini municipality presettie following statistical data; the total popidat

of the area is 32 000, including all the racesBlacks, coloureds, Indians and whites. The
employment status is as follows; 17% is employdd@p 2s unemployed and the economically inactive
IS 24%. This clearly shows that the rate of uneyplent is relatively high and the most households
generally live beyond the poverty line. Most of thmilies send their children to local schools veher
education is somehow affordable since the schamlsotl charge high school fees. The Circuit
consists of eleven junior primary schools; six coreld primary schools; seven senior primary
schools; seven high schools. The head of the waod/k as the Superintendent of Education

Management is responsible for the management tfiedke schools.



The process of research needs to establish theesoaf income, patterns of expenditure and
budgeting process that is employed. In order tomgdish that it was necessary to examine and
review the relevant literature and research metloggan the field of financial planning and

management. These aspects are dealt with in ttlec@ming chapters.

According to the South African Schools Act No. 84.696, the school governing body and the
principal must support each other in the running e€hool. The governing body is responsible for
governing the school. The following are some ofdkpects of governance:
(1) aspects of school governance as set out in thén@dritan Schools Act
(ii) development of the rules, and policies by whible gchool must function within the
framework of the Schools Act;
(i) formation and development of a partnerships basedust and respect among all

stakeholders, namely parents, learners, educ#ertocal community and the education

authorities.

In other words the governing body has decision-m@kiowers concerning the school. The School
Governing Body performs the following duties apuslated by the South African Schools’ Act;

* open and maintain a bank account with a registimadcial institution,

* management of school finances, budgeting, compdimuual Financial Statements (AFS),
reporting to parents on the income and expenditure,
* purchase of school books,

* maintenance of school premises and

* pay salaries to employees employed by the Schoe¢@mg Body.

The school governing body must establish the firanmmmittee to administer the day to day matters
of school finances. The act mandates the finanoerdtiee to report monthly to the School Governing

Body on matters of finance.

Furthermore, the SA Schools Act stipulates thaptiecipal, appointed by the Head of Department
(HOD) must undertake the professional managemeatpadblic school. This means that the principal
has delegated powers to organize, co ordinate @miriot teaching and learning at the school
effectively.



The South African schools Act caters for publical to receive state subsidies. The state sulssidie
form a great percentage of schools' total inconhe. Department of Education lays down the rules on
how the state subsidies could be used by the seh&niong other things, schools can use state
subsidies to buy furniture, equipment, textbootkatj@nery or to renovate the school buildings.

Apart from the school fees, public schools can geeeheir income from donations, extra classes,
school functions, interest income, rent incomesaties etc. It is important to mention that if some
donates money to the school on condition that gtrbe used for a particular purpose (for example,

buying a computer) such money can only be useth&irpurpose.

Schools spend their income in various ways. Thenmsomexpenses in public schools are salaries and
wages for the support staff, water and electrid¢éyt books and stationery, repairs to equipment,
telephone, travel expenses, furniture, equipmemtan tools, school functions, and training edusato
training administrative staff, sports, music antfural activities. Most (if not all) public schooteave

a serious problem of scarce financial resourcesetbre, not all schools can satisfy their needshé
light of the above problems, it was decided to catdhis research on financial planning and

management in public schools in the Kwa NdengeazidVa

1.3 Research Aims and Objectives
* To examine the sources of income in public schools
* To examine how public schools spend their income
* To examine whether apart from the current sourtsstwol funds, can the public schools
establish other sources of funds.

« To make recommendations on the budgeting procekiraancial planning and management

arising from the findings.

1.4 Summary

This chapter covers the background to the problatesent. It was mentioned that the research
examines financial planning and management in pdgiools in the Kwa Ndengezi Ward in
KwaZulu-Natal. It was also mentioned that mosh(f all) public schools have the serious problem
of scarce financial resources. Lastly, the resepresents the statement of the problem and ideahtif

the structure of the dissertation.



2 LITERATURE REVIEW

2.1 Introduction

The literature review covers in the main someditere on South Africa’s education history and
context, post apartheid policy with a focus on sthimancial matters and also general literature on
financial management within and beyond the schoeirenment. The intention of the review is not

to comprehensively review all aspects of Southo&fs education system and its debates but rather to
provide some insight into issue that might infolma subject matter. Some detail discussion is
provided on specific mechanisms related to findm@nagement in South African Schools as this
was at the core of the fieldwork element of theaesh. The additional material setting out
imperatives of effective financial management piesgia basis to evaluate what is happening in the

selected schools forming part of this research.

2.2. The Legacy of Apartheid

The apartheid government allocated financial resmsito schools primarily on the basis of race. The
amount spent per pupil in white schools was maose tivo and a half times than that spent on black
counterparts (Fiske and Ladd, 2005:44). Fiske adtll(2005) quote a South African expert on
poverty, Professor Francis Wilson as stating, “@astructive impact of the “Bantu Education” system
brought damage that will take decades if not geimersito repair. The old pre-apartheid education
system, despite its many faults, had the potefara¢nsuring a decent education for all South /Asins
during the second half of the 20th century. Butrtiean-spiritedness which underlay the philosophy
of “Bantu education”; the inadequacy of the fundsden available throughout most of the apartheid
years; and the crippling effect of job-reservationl the color-bar on the acquisition of skills and
experience by the majority of workers could alntwste been designed to prevent them from being
adequately prepared for the challenges of glob#izan the 21st century.” (Fiske and Ladd, 2005:
52).

After the 1994 democratic elections in South Afiilcea new government was faced with major
challenges relating to this apartheid legacy. &y were there unequal sums being spent across the
schooling system, but there were also many layeasliministration that had been created under the
homeland system and also related to the race-bassineral parliament. Furthermore, the context
was exacerbated by major differences in infrastinecand considerable diversity in curricula across

the different administrations. Central to the rggwvernments approach was a commitment, later to be



incorporated into the South African Constitutio®96) that all citizens had an unqualified right to
education (Fiske and Ladd, 2005). This was aqa&ily bold commitment in light of the challenges
the country faced such as high poverty, extremel$eof inequality with the overwhelming majority
of black South Africans, and Africans in particuli@ng in poverty. This poverty and inequality sva
exacerbated by high rates of unemployment andaittettiat over 40 percent of households had little

or no access to basic services (Fiske and Ladd: 200.

2.3. School financial management in the context education reform

In converting the constitutional intentions intdipy the South African government made the first
nine years of education compulsory and moved ahéhdhe creation of a single national education
system in which both public and independent schaolsld be allowed. Public schools, in terms of
the 1996 South African Schools act were to alll@ista local school governance structures in thenfor
of School Governing Bodies (SGBs) and within thistem the SGBs were to administer funding to
the schools and would be tasked with managing $sgelating to school fees. The notion of localised
school financial management by this type of sclgosernance structure was central to the reforming
process and done with the intention of improvingoamtability of School Principals to their local
community and encouraging parent-teacher collalmoran working to improve school educational
offerings. However, it is also notable that timgerative was one which also reflected an acceptanc
by policy makers that Provincial Education Deparitsavould struggle to effectively manage school
budgets from a distance under circumstances whegethemselves had a major administrative

restructuring process to go through.

The national government developed a policy framé&viromwhich schools were placed in socio-
economic quintiles according to the spatial logatiath the result that apart from a core allocatibn
state teaching posts schools would be allocateiti@aial financial resources dependant on the sohle
deprivation in their local communities so the sdedocated geographically in poor areas would get a
greater level of additional state subsidy and actesapital funds than those in higher incomesarea
As a result of this pressure was placed on scho@seas that were not in the lowest quintile isea
additional revenue through the escalation of felei€hvcould in turn retain teacher-pupil ratios at
levels which the school communities felt comforéabiith and also fund school maintenance,
upgrades and co-education (or extra-mural) aawitiAfter concerns were raised about persistent
inequalities in the period after the 2000 electiardecision was taken by government to progressivel

identify “no-fee” schools to avoid pupils in theqrest areas from having to pay fees to access kchoo



and furthermore, the South African Schools Act awarended to require all public schools, if they had
space to accommodate pupils they would be requireld so regardless of the ability, or otherwide, o

the pupils parents to pay fees.

Most observers point to significant gains being enadder this new policy environment where
enrolments were raised and quality improvementendfom a low base, began to be seen across the
system. Authors such as Chisholm (2004) pointlwege matric-results — a key indicator of the lrealt
of the system — began to reflect a trend of an @avipg education system. However, there have also
been many critics, including Chisholm, that havntsa out that, despite some improvements, South
Africa’s education performance has continued teg@oncerns (such as Jansen, 2000). Chisholm
(2004) reflects that there are three different pectves that are common in analysis of why inagual
in education remains: There are those that poifiateed leadership by government ministers; those
that suggest that changes made were largely ahadalic nature; and finally a group that reflect on
the South African government’s post 1994 policiesezal discipline and agreements not to tamper
directly with entrenched economic disparities. Sbbim (ibid) further states that despite the défer
perspectives of analysts there remains some bigr@ément that both contextual factors (in broader
society and impact on how the state acts) as wedthool specific matters (human and financial

resources, management of staff, facilities) areviasit in discussions of educational performance.

Of particular interest in this study is the congdusignificance of school fees and the adoptica of
policy framework which allowed fee-earning schaal®etter-of neighbourhoods to replace reduced
state support (which was now being diverted to fatynblack schools in poor areas) with increased
fees. Chisholm (2005) makes that point that, “Té=ilt of South Africa’s fee-paying policy has been
that richer public schools have been able to retesir privilege and edge over poor schools by
employing additional teachers and improved resautcensure better quality teaching. Poorer
schools, on the other hand, have not charged kg lhut are often unable to extract even their low
fees from impoverished parents. Poor parents ampixfrom fees, and pro-poor funding mechanisms
have been instituted, but are virtually unknowmural areas. Unscrupulous and not-so-unscrupulous
principals who require income additional to thad\pded by the Department, often fail to inform or
are unable to implement fee-exemption policiesHigBolm, 2005: 211) The rationale behind
continuing to have a system involving school fe@s that in an international perspective South Afric
was already allocating a significant amount ofh&onal budget to education and so further

resources would have to be generated through fekstenges in allocation to respond to the



apartheid legacy would result from re-allocationthim the available budgets (Young, 2001).

This discussion of matters related to the secufreghool resources must also be understood in a
context where the governance and administratiatlodol finances has been decentralised to the
school level. . After 1997, the national DepartingrEducation had no direct control over the
financial decisions made in the provinces. Thi®lwgs matters such as implementation of the learner
educator ratio, and also the issuing of Voluntaaye3ance Package (VSP), this includes the financial
implications as well. The government allocates sutaischools for the following services; purchafse o
stationery and books, teaching and learning affisedurniture, school renovations and maintenance
The poor and rural community schools receive advigdjocation than developed and / well resourced

schools.

Fiske and Ladd (2004:112) argue that one of the pre@ssing problems in many poorer communities
has been the lack of schools and classrooms. AS3f there was a shortfall of 29,000 classrooms in
primary schools and 14,000 in secondary schoolblémks through out the country. The department
of education is working hand in hand with DeparttrafrPublic of Public Works in addressing the

shortfall.

One can argue that as much as the governmenttisgpab much effort in addressing the shortage of
resources, many communities have not yet recehetasic needs, more particularly in the rural
areas. Chisholm argues that the scarcity of sesvicpoorly developed and rural areas has a direct
bearing on the socio-economic status of the comtywifihis does inevitably hinder the delivery of
guality education as it is one of the prioritieglo Department of Education. It is of great insetbat
the Department allocates funds to such areas abh@ereeds and the socio-economic status of the

community in the area.

One would argue that the Department of Educatiendidded schools into Section 21 and non-
section 21 schools. The allocation for section@iosls is paid directly into the school bank acd¢pun
while the allocation of non-section 21 schoolsaptdy the department. Such schools procure their
goods and services through the department. Thipioaed to be costly and time wasting. There has
always been an outcry by schools in the greater Kwa Natal that non-section21 schools should
have their status converted. The Head of the Denaantt holds the powers to execute this function. It
is notable that the overwhelming majority of Sclsoeithout section 21 status remain those that were

historically serving black communities. As such ttecentralisation of financial management has



been partial in that schools with section 21 stgitsa lump sum allocation according to criteria
discussed previously and are obligated to spesdritierms of a budget approved by the parent body
that is administered by a School Governing Bodyd®ts without section 21 status have to have their
SGB and the School principal convey decisions om tiospend allocations to the Provincial
Department of Education for procurement relateslich decisions. Non-section 21 schools are still
required to budget and are also responsible fofesmgenerated income but are not free to speiel sta
allocated resources without working through theadgpent. It is notable that in general Section 21
schools (many of which were former Model C schogks)erally receive little in the way of
government contributions as they are more often tiw located outside the lowest quintile bands.
Therefore Schools with a higher proportion of feeoime and lower state operating contributions are
generally section 21 schools and have a wider degfreontrol over managing available resources
whilst those with much larger state allocations koweer fee income have reduced authority in terms

of financial management.

2.4 Post — Apartheid Government Initiatives

Chisholm argues that in the first two years af@94], 18 racially divided departments were
restructured into one national and nine provindegartments and the National Education Policy Act
(1995) was introduced, establishing the foundatfonan integrated system of education based on
outcomes —based rather than the Christian Nat®Bdatation philosophy. Education budgets began to
be designed to achieve equitable outcomes anda@werthe racial disparities that marked apartheid
budget allocations. Funding for school buildinggraammmes and school meals was made available.
Schools, colleges, technikons and universities wpened to all races. The South African Schools
Act of 1996 provided for the establishment of palaind independent schools and decentralized
educational control through the establishment bbetgoverning bodies. Curricula, their review and
design, were revamped through the introductionwfiCulum 2005. New forms of assessment,

qualification and certification were introduced.

New expectations were expressed of teachers, ahe immediate aftermath of 1994, an ambitious
exercise was undertaken to redistribute teachens érban to rural and white to black schools.
Numerous poor-quality teacher education collegeatéxl by apartheid governments in the former

homelands were closed and some were incorporatedigher education.

The department of Education introduced nine yehc®mpulsory education instead often years as it



was the case in the apartheid era. The structurecala and certification of the system have been

overhauled and aligned with anew qualificationdesys

2.5 Facilities and Infrastructure, Basic Servicesrad Adult Education

Inequalities between urban and rural schools aiéleiin the facilities and resources available to
them. Continuing backlogs and inequalities are wergvenly spread across the provinces. There are
differences between schools in the same localityveithin the same school grounds. The inequalities
between the provinces and schools are documentée iBchool Register of Needs Survey (SRNS) as
conducted by the Department of education, fir&t986 and then again in 2000. This survey collects
information from every school in the country onétsact geographic location, physical facilities,
conditions of school buildings, services providaakg equipment and resources available. There was
an increase in the number of schools that repavesk and very weak buildings, and a significant

percentage of schools reported on criminal incislénschools.

Schools are embedded in the various context arfdrbéiect and reproduce patterns of poverty,
unemployment and illiteracy that pre-date 1994. @nald argue that an increased educational

spending can be part of the answer for this chgden

2.6 Equitable Spending Versus Quality Education

In the post apartheid era, education budgetingnedsnger based on the basis of race. Between 1994
an 1999, budgeting priorities fell on reorganiziather than expanding the existing budget. Under
apartheid, per capita expenditure was determingadyy. Spending patterns are now visible per
province. Spending patterns show that althougtethas been an increase in per capita expenditure,
there is still a large gap between provinces. Adiogy to Chisholm (2003), the inter-governmental
fiscal review (RSA 2003:54) points out that despi@ing the biggest education budget, KwaZulu-

Natal still has the lowest per learner expenditure.
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The table shows the expenditure per learner pevirpre in rands.

Table 2.1

Province 1999 - 2000 2000 - 2001 2001620 2002 - 2003
Eastern Cape 2846 3362 3866 4466
Free State 3570 3910 4433 5155
Gauteng 4021 4384 4655 5077
KZN 2633 3069 3432 3762
Limpompo 3211 3452 3674 4015
Mpumalanga 3019 3287 3685 4321
Northern Cape 4438 4858 5139 5805
North West 3602 4065 4447 4727
Western Cape 3987 4391 4721 5081
Average 3234 3631 3995 4437

Source: RSA, Inter governmental Fiscal review. 2603

Shortly after 1994, the South African governmertt Aachallenge of improving both equity and

guality within the context of constrained resourddse government’s intention was to achieve both by
redistributing teachers (the highest cost in theget) from better resourced, white and mainly urban
schools to poorer resourced, black and mainly mohbols and by shifting part of the burden fotgos

onto parents through school fees.

According to the Intergovernmental Fiscal Reviespeoduced by National treasury, from1999
onwards, the budgeting process was stabilizedtr@dmphasis fell on pro poor funding mechanisms
as well as a stronger emphasis on social justidehaman rights programmes. In 2000, the
Department of Education introduced the NationalM®and standards for School Funding, the aim of
which is to focus non-personnel expenditure ondhszhools with the greatest need. All schools are
assessed in terms of their physical conditionspaveirty levels of the community in which they are
located. Resources are then targeted at thoselschiems such as water, electricity, teaching
equipment and supplies, learner support matenialsliatributed according to the resource targeting
list.

11



2.7 The role of the School Governing Body in finanal Management

In terms of Section 43 of the South African schoAls;

1. The governing body of a public school must appaiperson registered as an accountant and
auditor in terms of the Public Accountants and Aardi Act, No 80 of 1991, to audit the records and
financial statements referred to in Section 42.

2. If the audit referred to in subsection (1) i$ r@@sonably practicable, the governing body diilalip
school must appoint a person to examine and repattie records and financial statements refereed to

in Section 42. This person must be:

« qualified to perform the duties of an accountinficef in terms of Section 60 of the Close
Corporations Act No. 69 of 1984.

» approved by the member of the Executive Councitliee purpose.

* no person who has a financial interest in the effai a public school may be appointed under
this section.

» if the member of the Executive Council deems itassary, he or she may request the Auditor-

General to undertake an audit of the records madi€ial statements of a public school.

» the governing body must submit to the Head of Dmpant, within six months after the end
of each financial year, a copy of annual financiastatements, audited or examined in terms of

this section.
« at the request of an interested person, the gowgbody must make

the records referred to in section 42 and auditezkamined financial statements referred to in

this section, available for inspection.

Taking in account these responsibilities it isjtte of the SGB to prepare a budget that will gLadd
inform school expenditure. The SA Schools Actudtipes that in drawing up a provisional school
budget (a temporary budget for discussion and éurdldjustment); the governing body must look at all
the probable income for the next year carefully. &@mple, it must consider the money that thestat
will probably give, income from school fees (atsals where school fees are charged), income from

interest on money of the school, and income frdrotakr projects or sources.

“Then the governing body must consider the probakfeenditure. This means all the things on which

money will probably have to be spent for educatiguaposes in the following year, For example,
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money to be paid towards electricity and watesbithaintenance of the equipment for the school,
bursaries and so on. Obviously, the school carpeid more money than it has and therefore the
budget should be balanced, in other words, thegtrieincome and probable expenditure must be the
same. The responses from the Chairpersons of BGluaerning Bodies indicate that they believe
their primary role is to manage their schools' lidgThe chairperson of the governing body or the
school principal usually drives the budget-setpngcess. The importance is not much in which
individual holds the responsibility for budget dymment but in how well that individual leads the
other members - and particularly those involvethafinance committee. The emphasis here is on
developing the budget and their understandingebtidget together.” (Badenhorst, 1996).

The SA Schools Act states that the governing basiyot approve the budget that it has prepared on

its own:
. The governing body must first refer the budgedricAnnual General Meeting
of parents at school.

. The budget cannot be finalized unless the mgjofiparents are present and the budget is b

approved by a majority vote.

The SA Schools Act requires that parents must toerimed of a meeting at least 30 days before its set
date. When inviting the parents to the meeting, iecommended that a draft budget prepared by the
governing body be attached to the invitation so tha parents can study and consider it. At the

meeting members of the finance committee of theegumg body must be present to answer possible

guestions and objections by parents.

In practice, the parents may approve the budgptegsmred by the governing body or reject it for
certain reasons. If they reject it, the governingypomust make the changes desired by the paredts an
then approve the budget. The school's running viehow the budget is operating can be regularly
informed by the monthly monitoring reports of ino®@nd expenditure. These reports will
automatically be produced by the school's finanaigirmation software and which senior
management (for example, the head and the burssubvalent) can keep under review on a regular
basis. An hour a week is sufficient for the heahudy head or bursar to keep management overview
of the budget without becoming over- burdened leydétails of particular transactions. (Anderson and
Coleman, 2000:142).

The School Governing Bodies have a right to sed.fébey vary depending on the wealth of the
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supporting community. Fiske and Ladd, argue thistcertainly true that the system has revealed a
public one and that fees have not limited accelss.Oepartment of Education claims universal access

at primary level.

There have been unintended consequences. Thea&Sdauth Africa’s fee paying policy has been
that richer public schools have been able to reterprivilege and edge over poor schools by
employing additional teachers and improve resoui@esisure better quality teaching. Poorer schools
on the other hand have not charged high fees butftan unable to extract even their low fees from
the impoverished parents. Poor parents are exieamptfees and pro poor funding mechanisms have
been instituted, but are virtually unknown in rusahools. In urban areas, access to former white,
Indian and coloured schools is limited by the Higls they set. The rapid growth of informal
settlements and lack of schools in them meanddhaities rely on access to neighbouring schools but

are often excluded by the inability to pay fees.

Universal access does not mean that all childrerneschool all of the time and flow smoothly
through it. Perry and Arends (2003) suggests tlmerthan 50% of approximately aged learners were

either outside the school system or held backimamy grades.

There are other burdens that the poor have to daatyinhibit full participation in schooling. A B3
departmental review of the financing, resourcing aosts of education in public schools (DoE 2003)
revealed that despite budget reforms to ensurdiggimper- learner expenditure, poorer schools
needs assistance in procurement of goods and esm@ia asset management and also continue to
suffer from expensive textbooks and an inefficigntianaged ordering process, high school uniform

and transport costs, as well as poor managementtafion programme.

Bush, Coleman and Glover (1994), suggest that kaaiclear grasp of the financial circumstances of a
school should not be the domain of one person albimey argue that if it is the head teacher,
governors will never feel empowered; if it is agd&ngovernor, the school may face difficulties when

that individual's term of office is up.

The following sections present a summary of sontectexd material pertaining to financial planning

and management.
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2.8 Financial Planning and Management in Organisatins

The financial planning and control function in aganisation has the main objective of assisting the
management of that organisation. This functiomésrhost challenging and interesting, compared to
other functions of the financial manager. It inv@dvplanning and control of the sources of funds

(where funds are raised from) and the effectivetbsesof.

Weston and Brighar(993:324)point out that financial planning involves makingjections of
sales, income, and assets based on alternativaqgiiaa, and marketing strategies and deciding how

to meet the forecast financial requirements.

They continue to state that financial control mowego the monitoring phase, providing feedback
and adjustment suggestions that are required twremsat plans are followed and to modify existing
plans in response to changes in the operating@mwient and implement changes. According to
Peacock and Taylor (1981:5), a good financial adrgtystem is the one that is 'in contest'. Theyarg
that what is done should be relevant to the puipo$éhat particular organisation and the managers

who run it, whatever those purposes and, howeley, thay be measured and appraised.

Financial managers do need to have a firm undeistgrof management accounting and financial
accounting in order make informed financial decgisicAsach and Kaye (1996:11) suggest that
managers should have some understanding of finanaitéers rather than leaving it to the
accountants. This does not mean that managerskmossthow accounts are constructed or how
accountants do their work, but rather to use fir@meformation to achieve improvements in
performance. In the prime function of planning tlee future the manager must use the accounting

reports designed to aid the managers in the fotioulaf their plans (Palmer and Taylor, 1980:9).

It is important to emphasise that it does not kidien the manager who is told that his costs are too
high or his sales too low, does not understan@dmeentions on which the figures were compiled
and, therefore, considers them suspect. The situatiuld be remedied in two ways. First, less time
should be devoted to fruitless inquests on pasbprance, which is history and beyond the
possibility of remedy. Secondly, managers shoudgy pl more active role in compiling the work,
which gives precision to their own plans. The ficial manager should use the figures as means of
simplifying his own task, of reducing the elemehgjoesswork in his own decisions (Palmer and
Taylor, 1980:11).
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“Itis true that systems of management accountieddfilling essential roles in providing

information necessary for management. By the saient systems of management accounting have
certain defects in respect to completeness, theities, and the objectivity of the data produced.
Therefore, it is important that all organisatiosvé sound systems of internal control and internal
audit functions. It has been widely agreed thatinternal audit function is now a well established
practice and must be developed in parallel withgifeevth of computerised information systems. The
organisation can also usénternal auditing to identify problems arising matly from the application

of controls within an organisation but also fronemgtions and performance of the organisation itself
The use of auditing for these purposes has bepretkioperational' or 'management' audit. Internal
auditing thus becomes a monitoring tool.” (Konrdat®89: 30).

Apart from conducting the internal audit, the sdHowncial records and statements must be audited
by an external auditor. In terms of Section 42hef 8A Schools Act, the governing body of a public
school must:

(a) keep records of funds received and spentgaybdic school and of
assets, liabilities and financial transactions; emtthe process of financial

planning and management the following are important

The Objectives of ‘Financial Planning and Managetnen
» Forecasting of income and expenditure - plannedro
* Financial controls, monitoring, feedback, adjusttreerd implementation.
* Understanding of financial and management accogntin

» Importance of internal audit and external audit.

2.9 Some theoretical frameworks

In order to examine the material generated indtssertation it is useful to explore some
theoretical frameworks that might be useful. la finst instance there is value in identifying
some frameworks that can be drawn on in understgrigioader social processes which inform
the context in which schools operate and governmecision are made. The Political economy
of a school would suggest that the allocation sbueces reflects the distribution of political and
economic power in society and the conflicts thatuon@s a result of such distributions and

related struggles to change them. Applied todbrgext it would be worthwhile reflecting on
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macro-level or national policy decisions about Hoviinance schooling and the processes that
informed the particular choices discussed in teggarch. Furthermore, and perhaps more
usefully, it would also be useful to understandhimitthe school environment how different
interest groups interact over financial allocatbwices — internal to the school and between the
school and the community and between the schoobjamdrnment. Actual choices made within
schools might not only reflect alignment or failtaoealign with policy but also demonstrate the
existence of struggles over resources for insthetween the influence of teacher unions and

parents.

Also relevant in this discussion would be an awessrof literature on New Public Management
approaches which reflected a growing influenceasporate management practices in the public
sphere through processes such as corporatisatemtiGés, partnerships between government
and other stakeholders, the adoption of reportimyaccounting techniques alongside
performance management systems and alignment &€ purities into business units (Harrison,
2006). In this regard the language of the SoutiicAf Schools Act on financial matters reflects
a significant shift to encouraging schools to adapporate-style financial management
procedures including external audits and accourgystems. Meeting critical financial
management imperatives is seen as key to ovenddirpgance.

Finally there is value in some exploration of tHeas of Max Weber and in particular his
insights into bureaucracies and how they functidfeber outlined that bureaucracies were not
necessarily parasitic entities reflective of clasrests and further that bureaucrats could lze in
position to wield power independent of class foiorat through their access to power
instruments and information embedded in a bureaydideld, 1993). This is potentially useful
in exploring the relationships between ProvinciapBrtment financial bureaucrats, school

principals and the parent representatives on adb¢haverning Body.

This theoretical material is introduced to enalolee measure of deeper analysis of the
fieldwork findings other than that generated by eashthe perspectives provided in the literature
review. Within the constraints of a courseworksdrgation this will be limited to some

analytical comments in the later sections of theudwent.
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2.10 Summary

This chapter reviews literature that is relevanttresearch topic. The literature review is didd
into the following sections: The legacy of apartheaichool financial management in the context of
educational reforms, the role of school governindies in financial management, financial planning
and management in organizations, theoretical fraonlkesv The financial planning and management
literature suggests several criteria that can lbe ts measure the success of the schools' financial

management.

The importance of preparing the school budget leas Imentioned. In principle, everything must be
budgeted for. All cost components for every departinsection or project must be calculated as
appropriately as possible; and recorded with irtsighs true that no budget can serve its purpose

unless income is shared and apportioned correctly.

An educational institution will also have to doadr famount of estimation on its income items
because apart from subsidies and fixed incometptaéincome is dependent on the number of
learners or students who are expected to use stiution's services and also on special projects,
which are geared towards generation of income.dbisolutely essential also that the school
budget should include all payments for expensedufRately in an educational institution most
costs are known and could easily be confirmed fgoimtations.

The schools like any other organisations sometimesthemselves compelled to spend their
resources (money) on certain projects. These pgeogauld include additional classrooms,

laboratories, swimming pools, tennis courts, sofieds, school buses etc.
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3 RESEARCH METHODOLOGY

3.1 Introduction

The chapter exposes the research aims and objetiigeesearch. The reasons why a survey
was chosen as the research techniques are brgiigieed. Furthermore, questionnaires and

interviews are identified as two methods for gatigedata for the survey.

3.2 Aims and Objectives of the Research
1) To examine the sources of income in public schools.
2) To examine how public schools made decisions atating their income.

3) To examine whether apart from the current sourésstwol funds, can the public schools

establish other sources of funds.

4) To make recommendations on the budgeting procekfrancial planning and management
arising from the findings.

The South African Schools’ Act No 108 of 1996 seras a guide or source of reference to measure

whether the correct methods of financial planning management are employed in public schools.

3.3 Sampling Technique

There are thirty schools that were selected foptiposes of a survey. The schools were
randomly selected so as to ensure objectivity efrésults. The sample was composed of eleven
junior primary schools, six combined primary sclspsleven senior primary schools and six high
schools. The principal of each school was giveatatquestionnaires, one was general
information questionnaire (appendix A) and the ptlkas a school financial statistics

guestionnaire (appendix B).

The questionnaires were very suitable for dataecothn because each respondent was asked to
respond to the same set of questions and therpfouedes an efficient way of collecting

responses from a large sample.

Before distributing the questionnaires to the stipoacipals, they were pilot tested first. The pose
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of the pilot test was to refine the questionnas@shat the respondents would have no problems in
responding to them. Furthermore it enabled thesagsent of issues of validity and reliability of the

data that would be collected.

The first step in the pilot-test of the questiomeavas to give my colleagues and friends who are
holding senior positions in finance and educatmariswer the questionnaires. | also encouraged them
to give me suggestions in connection with the westiring of any questions, which they believed

were misleading. In addition to that | asked thertist any additional questions that they believed

their inclusion would lead to the validity and likeeliability of data that would be collected. @nc

the questions were established to be appropriatqubstionnaires were administered.

(a) General information questionnaire

One general information questionnaire was distetiub thirty school principals. Out of thirty
schools, only twenty schools managed to returrgéreeral information questionnaire. The
questionnaire consisted of twenty one questions.dquestions were designed around the budgetary
issues, credit control, cash management, stock geament, maintenance and control of fixed assets

and accounting systems.

(b) School financial statistics questionnaire

The school financial statistics questionnaires vagsgibuted to thirty schools in the circuit. Orign
schools managed to return the questionnaires. dif@osfinancial statistics questionnaire was aiming
at finding out the actual income and expenditurthéyear 2004 and 2005. Furthermore, the school

principals had to mention how they spend the sah@amtome on different items.

3.4 Interviews

As part of research project semi-structured intawg were undertaken with chairpersons of school
governing bodies. Before engaging participantfiéoimterview the purpose of the research project
was explained to them. Furthermore, the previoaghged right to confidentiality and anonymity was
reiterated by stating that nothing said by theip@ant would be attributed to her or him or their

employing organisation without first seeking andadting permission.
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It was desirable to select semi-structured inteving technique as it lie between structured and

unstructured interview. Since there was insuffitiigme to interview a large number of chairpersons
of school governing bodies, it was decided to in&v only ten chairpersons. This means that every
fifth school from population of thirty schools wsslected. This was done using a random sampling

frame. All thirty schools were allocated a numbent one to thirty.

3.5Problems of reliability and validity of data colleded

The first problem that could have led to less t®liy of data is that some respondents did noegdhe
correct responses as per the situation in theoadshSome were fearful of divulging sensitive
information pertaining to school finances. This wasrely being fearful of being exposed in cases

where finances are inappropriately managed.

Some principals and chairpersons of school govgrbodies had reservations and did not cooperate
fully and realiably in the survey for fear and urtagty as to what will be done with the results

emanating from their responses.

Another problem was inability of some respondeotseturn the questionnaires, an average of ten
guestionnaires was not returned. A number of reas@ne cited for not returning them, e g some were
lost, others misplaced etc. In some cases they weoenpletely filled in, thus essential information

was not supplied.

The nature of the opening comments to be made wieeimterview commences, may lead to the
credibility or lack of credibility of data. In ordéo promote the reliability and validity of dathg
clarification about the exact nature of the datuned was done. Furthermore, the importawicie

research study was explained in detail to the @p#nts.

Another problem that could make data to be lesshiel and credible is the approach to questioriing.
is important that the approach to questioning shoetluce the scope for bias during the intervieds an
increase the reliability of the information obtainén order to promote the validity and reliabilaj

data, the following steps were taken:

» All the questions were clearly phrased, so thairttexviewee could understand them.
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» Long questions or those that are made up of twoare questions were avoided.

* Questions were phrased in such a way that too regyetical concepts or jargon was
avoided.

3.6 Summary

This chapter clarified the research topic and patlithe research aims and objectives. The main
objective of conducting this research has beexaméne the sources of income at public schools and
identify patterns of expenditure and budgeting pssc The reasons of choosing a survey as the
research technique have been discussed. Then thedseahat have been used to collect data have
been explained. These methods included interviewsgaestionnaires. Lastly, the problems that
affect validity and reliability of data have beesalissed, and steps that were taken to overcorse the
problems have been explained.
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4. FINDINGS OF THE RESEARCH

4.1 Introduction

This chapter presents the analysis of findinggHerstudy. The research data were gathered by means
of a general information questionnaire (See Apperdj financial statistics questionnaire (See
Appendix B) and semi- structured interviews witlaicpersons of school governing bodies using the
survey technique (See Appendix C). The discussaiMded into the following distinct areas:
responses obtained from general information quastéime, school financial statistics questionnaire

and information from interviews conducted with e¢parsons of school governing bodies.

4.2 Responses to General Information Questionnaire
This questionnaire (see Appendix A) was distribute80 schools of the 35 schools in the Ward. As
they were personally delivered and retrieved tivas 86% response. The responses have been

consolidated in order to obtain an integrated pé&tu

Responses to the general information questionsaoeed that 90% of the schools acknowledged
that there were no persons sufficiently qualifie@tt as accounting officers in their finance
committees. Two school principals were not suretidrethey had accounting officers on the
governing bodies or not. However, when asked whetigeschool principals took all the necessary
factors into account when drawing the annual schadbets, 55% responded that they definitely
considered all the necessary factors when dravii@@mhnual school budgets. Nine schools were
unsure whether they took all the factors into aotdefore drawing the school budgets. Most school
principals (75%) were satisfied with the consuttatihat was done before drawing the annual school
budgets. Most schools (75%) were satisfied withcihresultation that was done while 15% were
unsure of whether their consultation prior to dragvihe annual school budget was enough. This could
be caused by lack of capacity in some of the ScBaserning Body members. From these responses
it is evident that most of the school principalsgile necessary consideration to their budgets. It
necessary to work with the community to ensure pleasons with an understanding of finance get

elected to the Finance Committee.

The next few questions concerned with the abu$enafs. In order to ascertain whether school
finances were being advanced as loans to assisatmtg, the question was asked whether the
educators owed any money to the school. The resp@i®wed that the schools did grant loans to

educators. Of the twenty responses 95% acknowletihgeédhe educators owed money to their
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schools. Only one school stated that it was notdoavey money by any educator. This practice needs
attention as the activities of all the schoolsamestrained by a shortage of funds. Also such abtise
school funds is undesirable and should be eliméhatee South African Schools’ does not allow

schools to give loans to the teachers.

On the issue of whether there is any educator onlee of the governing body or any other person
who is owed money by the school for any servicesleead to the school, it was discovered that out of
twenty responses, only four schools (20%) admitfted they do owe money. The other 16 schools
stated clearly that they did not owe any such moAgyhe same time all 20 schools denied obtaining
loans from any educator or member of governing kbdywere unpaid at the time of the research
was conducted.

The school principals were asked whether they fwerd themselves in dispute with the governing
body over alleged misappropriation of funds. Alhsal principals said that they have never found
themselves in such situation. This could be cabgatie fact that school principals are managing the
finances well, probably due to the training progagsrthat the department has provided to the

principals.

The next four questions were aimed at determinadydebts and financial records. The main
contributor to bad debts was the money owed tatheols by learners as outstanding fees. All
twenty-school principals responding to the questires admitted that learners owed large amounts
of money as school fees. This could be causedéoyuting by the Schools Act that learners may not
be excluded from the lessons if they have not fiedschool fees. In that way some parents are not
really motivated to pay the school fees. Some pategve a strong belief that the government will
pay the school fees as promised by the politicaddes.

All the schools do have some system in place opikgeday-to-day accounting records, i.e. receipts
and payments. Of the twenty schools that respotaléte questionnaires 85% were satisfied with the

way in which they kept their accounting records.

The remaining three schools were not sure wheltegr had any system in place or not. Although this
is a small ratio it is imperative that all schowiast have sound financial accounting systems. Most

schools were satisfied that they had adequate atingwsystems, although they did not have qualified
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bookkeepers maintaining tihecords. In this respect a fulltime bookkeeper wdé a qualified
one, and a part time bookkeeper would be an adelgugialified person on the governing body
or in the school community assisting the schoolntaén financial records in his/her spare time.
The responses showed that eighteen schools (90%g)tdave full or part time bookkeepers to
maintain their records. Two school principals wensure whether the persons keeping the

records were adequately qualified as bookkeepers.

Of the twenty schools only two schools (10%) admitthat they do not keep any records of fixed
assets. Furthermore, three school principals wetrsure whether they kept fixed assets registers
or not. When asked whether an annual stock of theiiture, equipment, tools and other assets
was taken, only two schools (10%) acknowledgedttiet conducted complete stocktaking. The
responses also revealed that fourteen schools (#@¥%&) not conducting any stocktaking on
furniture, equipment and tools. Four school priatsg20%) were not sure whether stocktaking
on the above-mentioned items was conducted. Spoomaresponse on keeping school assts may
be attributed to the fact that there is no adegaaBreness and training on Asset management. It
is therefore a challenge to the department to enthat training of School Governing Bodies and

school managers in asset management is a priority.

With the improvements in technology and the prddifeon of management information systems
in all areas of management the respondents wevesezf to indicate if they had access to this
facility. In particular, responding schools wer&ex$to indicate whether they do have school
management computer software, which can generatedeand. financial records. All twenty-
school principals admitted that their schools dohave any school management computer
software. Although the manual records were adeguataintained, it will improve efficiency to
introduce modern technology in school managemeniwvdyer at the same time it will be
necessary to update the skills necessary to mamenea system. The reason why this facility is
not available in schools could be the cost invoj\siigce the providers of this service charge a

substantial amount of money for it.

On the contentious issue of petty cash the respaesealed that twelve schools (60%) do not
keep any petty cash. Eight school principals (4@8e not sure whether they do keep petty cash
in their schools or not. This is regarded as aemidus issue as it is easily abused. A uniform

system of maintaining proper petty cash recordsliamting the amount of petty cash should be
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developed for all schools. A system of checks aldrizes needs to be introduced.

A large proportion of the running costs of a schara taken up by telephone and electricity
accounts. The shortage of funds is indicated bgaasron these payments. In this survey 65% of
schools agreed that they are in arrears in watktedaphone bills. 35% of schools did not owe
any amount in telephone and water bills. As theseeasential services necessary to run a school
efficiently it is imperative that the Departmentiducation, the school governing bodies and
school staff find ways to eliminate this undesieasituation. School Governing Bodies can assist
by raising funds for this purpose. However, schpyoicipals' responses showed that at all twenty

school governing bodies were not involved in fuislrg of any sort.

On the issue of using the school facilities to esdditional income, for example, by allowing the
community to hire school property (buildings andhiture) outside school hours, only 20% of
schools indicated that they did so. The majori§48of schools) is not inclined to hire out the
school property. In the long run it is necessarysfihools to build necessary capital reserves.
This practice appears to be one of the ways ahigafsinds for the school. One would argue that

it needs strict monitoring and control.

They can do this by short and long term investmehsarplus funds. All responses indicated
that no school had such investments in place. &ason for this was that no real substantial

surpluses existed. What some schools had weregsaaiztounts that earned minimal income.
Perhaps schools should get into the habit of ri&inds specifically for investment purposes

for future improvement of their services and maiatece of facilities.

Following on from maintenance of facilities, schoulere asked whether they are satisfied with
the present condition of buildings, furniture amgii@ment. 10% of schools were satisfied, 75%
of schools were not satisfied and 15% of schoolewet sure whether the condition of
buildings, furniture and equipment was satisfactmrypot. On the issue of timely repairs 60% of
school principals agreed that they were having flashproblems and as a result there are items
which have not been repaired. 20% of schools wet&aving any cash flow problems. 20% of
schools were not sure whether they do have anythi@trhas not been fixed as a result of cash
shortage. Certainly the upkeep of facilities mwestiade a priority. Otherwise, nmatter how

well the lessons are delivered the quality of etanawill deteriorate. The school buildings coule b
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in a poor condition because of the age of the dclodhe shortage of funds to set aside for school

renovations.

Finally on the issue of overall management anditiel management knowledge 60% of school
principals did not regard the existing situatiorsassfactory. 40% of school principals were noesu

whether they had sufficient financial managemeiiissio manage their affairs.

4.3 Analysis of findings of questionnaire on Sché&inancial Statistics:

Of the 30 school principals in the ward, 10 resgehtb this questionnaire (see Appendix B). The
respondents were required data on income and expendf their schools. In order to preserve

anonymity numbers 1 - 10 have been used ratherttiganames of the schools.

4.3.1 Overview of Income and Expenditure

The sources of income of the schools are statedyytsshool fees, donations and donations to a
lesser extent. All schools received state subsigil collected schools fees from learners. 60% of
schools received small amounts as donations andd@#hools earned small amounts as interest on
money placed in savings accounts with banks. Timeipal sources of income are state subsidies and
school fees. State subsidies in 2004 ranged frbiglaof R75 300 for school 7 to a low of R28 000
for school 5. In 2005 the highest state subsidy R@% 000 for school 4 to the lowest amount of R35
000 for school 8. School fees in 2004 ranged frol2B 000 for school 7 to a low of R56 000 for
school 5. In 2004, the highest amount of schod tedlected was R125 200 for school 7 and the
lowest amount of R67 500 for school 5. On averagpsisies and school fees account for about 99%

of the income of the schools.

The results indicate varying expenditure pattefrth® schools. All the schools incurred the followi
expenditures in 2004 and 2005:

» Salaries and wages to the security and cleanifig(stgoport staff).
* Bank charges

» Water and electricity.

* Repairs to equipment.

» Telephone

» Textbooks and stationery and sports
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The expenditure pattern for the responding schealsas follows: In 2004, 30% of schools incurred
expenditure on film hiring. In year 2005 it droppedonly 20% of expenditure. In both 2004 and
2005, 80% of schools incurred expenditure on playgds and security maintenance and 70% of
schools bought new equipment. In 2004, 20% of sshomught new garden tools. In 2005 the figure
dropped to 10%. 40% of schools in 2004 and 200Btspeney on school functions. 70% of schools
in 2004 and 2005 incurred expenditure on musiccattdiral activities. During the same period 90%
of schools paid membership fees to various assocgtTravel expenses increased between 60% in
2004 to 70% in 2005. This was mainly caused byralrar of curriculum workshops that teachers had

to attend, so there was an increased traveling.deats have become a serious problem in all schools

4.3.2 Calculation of school fees and state subsidie

The findings showed that the two main sources lobsls Income are school fees and state subsidies,
it became necessary to explain how the Departnfdatliocation calculate the state subsidies and also
what the SA Schools Act NO. 108 of 1996 say aboetcalculation and payment of school fees at
public schools.

4.3.2.1 School fees
Section 39 of the South African Schools Act No ®88996 stipulates that school fees may be

charged at a public school if the following requients are met:

(a) The majority of parents must decide that scife@$ will be charged at that school. Parents must

vote on this item at a budget meeting held at Schoo

(b) The parents must also approve the school feriatnThis means that the governing body cannot
decide on its own what the fees will be.

(c) Equitable rules and procedures must be madewnparents who are unable to pay will be
exempted from paying all or part of the school f@dw exemption of payment of school fees is
discussed below.
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4.3.2.2 Exemption of payment of school fees

According to the SA Schools Act, any parent thahgdgross salary minus income tax) ten times or
less of the school fees must be fully exempted fparying school fees. If a parent earns more than te
times but less than thirty times, she or he mugidrgally exempted.

Table 1 is a schedule on payment of school feesanas as a guideline in assisting the school to

assess which parents who are exempted from sobes| &nd also to calculate the amount, if any, that
is payable for school fees.

Example: The school fees are R1 000 per year:

Table 4.1:

Payment of school fees School fees / R1000 per year
Parents’ earnings per year Amount payable per year

R10 000 or less Full exemption (no fees payable)
R10 001 — R20 000 Partial exemption (R300 payable)
R20 001 — R30 000 Partial exemption (R600 payable)
R30 000 or more No exemption (R1 000 payable)

Source: Department of Education (South African $t$icAct, no 108 of 1996)

4.3.2.3 The State Subsidy
In terms of section 35 (91-102) of the SA Schoats, #he formula for calculating the state subsidy

(norms and standards for school funding) as usdaté¥rovincial Education Department is as

follows:

"Target List”

The construction of new schools or additional ¢la@ss and learning facilities should be targeted to
the neediest population. In this expenditure catedoeed" is defined in terms of;

(a) lack of current schools, or

(b) overcrowding of existing ones

The document does not give national norm for "clioggd Each Provincial Education Department
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(PED) must objectively determine where to site setwools and classrooms based on provincial
norms and verifiable crowding and distance indicafoeed indicators) developed from available
data, including the School Register of Needs, Cedsita, and the department's own Education

Management Information System (EMIS).

Need indicators should refer to the proportiontofdren who are out of school or are in over-crod/de

schools. Preference should be given to areas where;

(a) Children are out of school and there is adeswded local or nearby school, or (b) All eligible
children are enrolled in school but the local canby schools are crowded; and (c) An analysis of

population movements demonstrates that the popualabncerned is resident and permanent.

Using these criteria, the Provincial Education D&pants must develop a ranking of
geographical areas from the most needy to the itegesty school, based on the numbers of children
out of school or in existing crowded schools. Efiate backlogs by starting with the most needy, most

crowded areas and proceeding as quickly as poskiwbe the list of priorities.

In the allocation of new school construction fungigference is given to:
(a) facilities serving the compulsory education graftgades 1 - 9) in order to ensure that all eligible
learners have a place in school as soon ashpesand

(b) extensions to existing schools, rather than newashexcept where extensions would result in
schools that are too large to be pedagogically domnwould otherwise be uneconomical,

impractical, or undesirable on educational grounds.
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Table 4.2

State Subsidies and School Fees in percentage

School State Subsidies School Fees
No. 2004 | 2005| Average 2004| 2005 Average
1 354 38.2 36.8 64.2| 61.3 62.8
2 354 389 37.2 63.9| 60.5 62.2
3 35.6 409 38.3 62.6| 57.8 60.2
4 384 48.1 43.3 61.1| 51.2 56.2
5 32.6 353 34.0 65.7| 62.7 64.2
6 32.3 35.7 34.0 66.9| 63.5 65.2
7 38.0 39.3 38.7 60.8 59.4 60.1
8 31.1 33.6 324 68.3 65.7 67.0
9 37.7 35.9 36.8 60.6 62.8 61.7
10 37.2 35.9 36.6 61.4 63.1 62.3

Averag 354 38.2 36.8 63.6 60.§ 62.2

Source: Constructed from data obtained from schools

Table 4.2 represents the State Subsidies and SEkeslas percentages of the total income of each
school and as an average of the total income dktinechools. The distribution among the schools is

fairly regular. Subsidies make up on average aBd%i and school fees about 62% of total income.

This dependence by public schools on state sulssaid school fees for their income is not the ideal
Attempts should be made to diversify sources oflfuPerhaps the governing bodies and the
community can assist by getting local businesse®tate or adopt a school. Some sort of

partnerships should be established between thekthe community and businesses in the area to

use the facilities efficiently and yet maintainriie good order.
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4.3.2.4 Distribution of Expenditure:

The following figures indicate the expenditure pats of the ten schools. In 2004 the total
expenditure ranged between R60 0053 and R172 1dh&001 it ranged from R71 115 to R199

274. The total expenditure at the ten schools wia8 R 365 and R1 361 320 for 2004 and 2005
respectively. The increase in nominal expendituas W2%. The average expenditure for the ten
schools was R121 137 in 2004 and it was R136 122@%. In both years 5 schools spent less than
the average amount with the lowest in 2004 beirtg 49the average and in 2005 the lowest was 52%

of the average. This shows a big disparity in exere but for any meaningful comparison the per

capita expenditure should be used.

The expenditures can be listed as follows in oodenagnitude.

Table 4.3

Major Expenditures (Percentage of Average Distribuion)

Expenditure 2004 2005
Textbooks and stationery 39.6 0.24
Salaries and wages 12.6 12.9
Sports 7.5 7.3
Water and electricity 6.2 6.6
Telephone 5.8 6.0
Repairs to equipment 4.8 3.9
Music and cultural activities 3.2 3.3
Other 20.3 19.8
Total 100 100

Source: Data obtained from Schools

The other expenditures that make up about 20%eoéxipenditure consist of:

» Bank Charges
» Computer Expenses
e Film Hire

* Grounds Maintenance
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e Security Maintenance

* New Equipment

* New Furniture « New Garden Tools
» School Functions

*  Membership Fees

» Travel Expenses

¢ Sundries

4.3.2.5 Bad Debts

The bad debts of the schools arise solely fromtanting school fees. In 2004 it ranged from a Iéw o
R3020 to a high of R9858 and a low of R2800 in 2ta04 high of R8300 in 2005. There appears to be
a general reduction between the two years, althonghmust be careful not to over emphasize this.
The average amount of bad debts for the ten schadsR5513.7 in 2004 and R5039.4 in 2005.

The average amounts represented 4.6% of the avechgel expenditure in 2004 and 3.7% in 2005.

Whilst these numbers may not be large, all attersiptsild be made to eliminate bad debts from the

financial records. The governing body and commuaitiarge can be of assistance.

4.4 Findings Semi-Structured Interviews with Chaipersons of School

Governing Bodies
As the school governing bodies play an importal& o the policy making and general welfare of
schools, a few chairpersons were interviewed teréan the relationship between the governing body
and the school. Tension could exist if their dutiess not clearly indicated, especially with thelyai
running of the school. Semi-structured interviease( Appendix C) were conducted with ten
chairpersons of governing bodies.

4.5. The working relationship between the school pncipals and the chairpersons of the SGB s.

The working relationship between the school priats@nd the chairpersons of SGBs concerning the

managing of school finances revealed the following:

Six chairpersons out of ten stated that the rateasking relationship between themselves and
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the school principals has greatly improved. Th&t fthairperson stated that when he took over as
the chairperson of the governing body, he firstegigmced some problems. The first problem was
that the previous school principal had misappraedachool funds. The explanation given to

him was that the principal took the money in orgepay tuition fees for her daughter. She was
hoping to pay back the money but she eventuallgdab do so. It emerged that the principal in
guestion was later suspended by the Departmendwédfion and was requested to pay back the

full amount of money monthly.

The second problem encountered by the first chagoeat the same school, when he took over in
the beginning of 2004 concerned financial recortise school principal could not produce the
monthly bank statements. The school governing lodgt to persuade her to hand over the
previous months bank statements but failed intiengpts. The chairperson reported the matter to
the Superintendent of Education Management. Itthvas that the school principal managed to
produce the December 2004 bank statement. Singeethigrincipal was appointed from the
beginning of 2005, the chairperson has developaztyagood working relationship with her

generally and especially concerning the schoai@nitial management.

It appeared that the second and third chairpersoosuntered similar problems. Both claimed
that they are not happy at all with the way finahanatters were handled. They both had a
feeling that the school principals only needed tlremen they hadb sign the cheques. They felt
that they are not fully involved when financial dgons are made. They believed that the school
principals have taken it upon themselves as seéntial decision-makers. This is not in accordance

with the SA Schools Act. However relationships hamproved recently.

The eight and tenth chairperson believed that #ieyhaving a very good working relationship with
their school principals. They both appreciateddtesultation process that the school principals use
before any decision on financial matters is madkaary major expenditure is incurrdgight
chairpersons (80%) of the chairpersons fully agmegigout any reservations that they have not

found themselves in dispute with school princigader alleged misappropriation of funds.

One chairperson was suspicious that his schoatipahmisappropriates. The school funds very
tactfully. He pointed out that the school principakd to submit an average of ten petrol cash

receipts every month claiming the refunds from sthbhese claims were for travel expenses,

34



which are claimed by educators who use their oansyports for school business. The
chairperson revealed that it is very difficult tod out whether the principal has collaborated with

the educators who make the claims.

Six chairpersons (60%) out of ten stated that Huwetimes find themselves under pressure to
approve certain expenditures (signing cheques)awhay are not fully convinced of the expenditures'
benefits to the school.

The first chairperson said that in the year 20@4wvhs just instructed to sign a cheque for a sobata
amount of money to finance the grade twelve leatriarewell party. It emerged that there was no
meeting between the governing body and the schawtipal concerning the expenditure. The second
and third chairpersons pointed out that at otheztings such as interviews for staff appointmengy th
are just instructed to sign cheques for financhveg process without prior approval or sufficient
explanation. Both chairpersons admitted that botiosl governing bodies are afraid of questioning
the authorities of the two principals. The fourttddifth chairpersons acknowledged their involvemen
in financial decision-making. They were satisfibdttthey did not approve any expenditure unless
they were fully convinced of its benefit to the soh

Six chairpersons agreed that they do make sonmpiiteto raise funds to supplement school fees.
However, this appeared to be a confusing issue.rMghairpersons were further interviewed on this
issue it appeared that most of the fund raisiniyiéies in all six schools were initiated and contkd

by the educators. The school governing body memtidrsot take any part in these fund raising
activities. Only one chairperson did substantiatt he does go out to the nearby businesses and get
donations on behalf of the school.

All six chairpersons were much concerned abouwine in which the schools run the fund raising
projects. They pointed out that the fund raisingires are not deposited in the bank account. The
educators concerned have the full control overgimagnies. The school governing body is not even
informed about the total amount of money raisedaw the money is going to be spent. It was also
mentioned that all the money raised by the edusatomot appear in the year end financial report as

income. This is a serious matter that needs immedkention.

Four chairpersons agreed that they were not awatdhey are supposed to do some fundraising on
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behalf of their schools. It appeared that theyodre opinion that the school principal is respbies
for doing the fund raising on behalf of the schddiis is caused by lack of understanding of thesol

of the SGB as this function falls under school gogece.

Six chairpersons (60%) out of ten stated that these fully satisfied with the details of the yeade
financial report given by the school principalghe parents in the meetings. The reason behind thei
satisfaction was that they (chairpersons) arefalgpinvolved in the preparation of the year-end

financial report.

Four chairpersons (40%) showed great dissatisfagtteen it comes to the issue of the year-end
financial report. Their main concern was that i@itfschools for the past two years the school
principals had never given any year-end finan@pbrt. They said that they only hear about the-year
end financial report when attending meetings inréarby schools as parents. The chairpersons
revealed that they know that the school principaéssupposed to give the year-end financial report.
Surprisingly, no member of the governing body waattalk about it to these four school principals.

This is also a serious matter that requires imntediddressing.

4.6  Additional Comments emerging from the Semi-Strctured

Interviews with the Chairpersons of School Governig Bodies
All ten chairpersons agreed that the workshopschnd financial management were being conducted
by the district to improve the financial skills pérsons involved with financial management in
schools. All of them complained about the timingvafrkshops. They mentioned that the workshops
generally take one day, and many of them cannenats they are also working. Furthermore, they
mentioned that the school financial managememiitrgiis divided into three stages, namely
elementary, intermediate and advanced stages. Boesat does happen that elementary stage was
conducted in the year 2003, while intermediateestags conducted in the year 2004. This is not
beneficial if a member is elected in the year 2898 means he will miss the earlier training and
attempt to fit into the higher level. This is aieas problem especially to a person who does nat ha

any financial management background.

On the positive side, it emerged that in these glooks the chairpersons attending are made familiar
with the SA Schools Act for more information on sohfinancial management. This is of particular

benefit to those who are working and do not haxaugh time to read the SA Schools Act.
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The chairpersons of schools governing bodies wisteasked to explain what they understood to be
their duties and responsibilities concerning finahmanagement in schools. All of them emphasized
the depositing of money collected and signing @&qeles. Again this has to be addressed immediately.
Members of the governing body need be educated: dleiu role or else they cannot benefit the

school.

When asked what measures schools take when theylgems to educators in order to ensure that the
educators repay the loans, it emerged that alladshevhich do grant loans to educators do not take
any measures. The educator is just given the chiequleat amount he requested and the terms of
payments are agreed verbally between the schawlipal and the educator. The chairpersons

concerned did not comment on what will be donbefeéducator fails to repay the loan.

On the issue of what measures do chairpersons ¢aimkmprove the financial decision-making in
public schools, all responded by saying that tieeeeneed for more consultation between the school
principals, school governing bodies and parentghEumore, they mentioned that financial
management training must be conducted regularlstly,ahey mentioned that they believe the period
of three years, which a person is supposed to sereemember of school governing body is very

short. To them those three years are just a lequpeniod.

4.7 Broader reflections on the findings

The analysis provided in the findings section gisesie insight into trends and issues within the
selected schools. This section seeks to pick ugpare of these findings and reflect on them in germ
of some of the matters raised in the literatureeced in this dissertation. This is important as¢hs
value in not only understanding some of the pradatied technical factors at play but also to explore
theoretical terms some of the other forces thahiriig reflected as well as engaging with critical

material about South African educational perforneanc

On the matter of South African education perfornestinere are two particular issues worth
commenting on in light of the research. In thetfinstance it is clear that the bulk of schoolthim
sample face considerable difficulties in effectvalanaging resources available to them in line with
Departmental and Schools Act requirements. Th& plocessing of expenditure items, non-payment

or delayed payment of staff and UTEs and slow appwnts can add pressure to schools financial
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administration itself. The expectations on govegrivodies also appear to somewhat overly

optimistic. These findings are in line with thasélected in articles such as that by Chisholm 800

Secondly there is a trend displayed that schoataire very dependent, even in poorer communities
such as Kwa Ndengezi, on fees income. While thel lef fees might not always be high relative
former Model C schools, they tend to make up tHk blidiscretionary spending in schools and on
average are double what state subsidies (overlamgaeacher salary allocations) are. This scenari
would result in ongoing pressure on communitiegay fees and in turn help sustain inequalities
where some communities are more able to pay higlesrthan others. This supports the work of
Fiske and Ladd (2005) and the claims made by Ja28890) and others.

The interactions in the research with principald gaverning body chairs also provide some useful
material in support of the questionnaire data feomore abstracted theoretical perspective. Clearly
the political economics of resource allocation imaéional sense has very direct impacts on financia
management issues at the school level in that ebdiave to be made around fees and in terms of
choices around allocating budgeted income resour€Cesnments about tensions arising between
school staff and parents about priorities reflechs of the broader societal conflicts over resource
allocation. The language of the SA Schools Aekiy much in line with much of the content
identified in new public management literature #&nd particularly notable that SGBs have to
increasingly accommodate governance imperativesrgéd from the corporate world which are
thought to contribute to guaranteeing performartdewever, it is clear that practice often differs
substantially from the legislative requirements asgumptions about trust relationships should aot b
taken for granted in such an environment where piodviecal interests (in a school context) such as

teachers or principals might be able to influencEesses in line with their own priorities.

4.8 Summary
In this chapter the findings of the project haverbsummarized and analysed.

The general information questionnaire and schoalrfcial statistics questionnaire answered by the

school principals highlighted the following:

* On the issue of overall management and financiaagament knowledge 60% of school
principals did not regard the existing situatiorsassfactory. 40% of school principals were

not sure whether they had sound management skiftsahage school finances.

+ The main sources of schools’ income are schooldedsstate subsidies. In 2004 and 2005
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state subsidies made up on average about 37% hadldees about 62% of schools' total

income. The minor sources of income were donatiostests and sundries.

» The average expenditure for ten schools was R12i3304 and it was R 136132 in 2005.
The major expenditures included textbooks, statigrealaries and wages for support staff,

sports, water and electricity, telephone, repaimsquipment, music and cultural activities.

Furthermore, the findings showed that donationdrdmrte very little to the schools' total income. |

could be concluded that public schools are notirfaisthg enough.

The interview with chairpersons of governing bodiaghlighted the following problems:
Misappropriation of funds by the school princigaldugh granting loans to educators.
Tactful misappropriation of funds by the schoohpipal.

Missing school financial records, e.g., bank staets

1

2

3

4. Pressure on chairpersons of school governing badiagprove expenditures suddenly.

5 Poor working relationship between school princifald chairpersons of governing bodies.
6

Fundraising efforts of school governing bodiesaiear.

On the positive side workshops for finance comnaitteembers and governing body members are
conducted to improve general and financial managewfeschools.
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CHAPTER 5

CONCLUSION AND RECOMMENDATION

5.1 Introduction

This chapter presents the conclusion, recommendasind concluding remarks.

The conclusion summarizes the research objectivéshe achievement of such objectives rough
findings from the questionnaires and interviewssdthon the findings of the research study several

recommendations have been suggested to schootsy, lthe concluding remarks pertaining to the

whole research study were made.

5.2 Conclusion

When financial planning and management in publimsts in the Kwandengezi Ward was chosen as

the research topic for the dissertation, four prinabjectives were set. These objectives were:

1. To examine the sources of income in public schools.

2. To examine how public schools spend their income.

3. To examine whether apart from the current sour€sstwol funds, can the public schools
establish other sources of funds.

4. To make recommendations on the budgeting procesfirancial planning and management

arising from the findings.

The financial planning and management literature ve&iewed in order to broaden the understanding
of concepts. Literature review was conduatecthe recent literature available on the subjéct o
financial planning and management and other liteeatelated to the research topic. Firstly,
literature related to financial planning and mamaget was reviewed. In that section the
objectives of financial planning, management anarab in an organization were discussed.
Secondly, literature related to educational finawes reviewed. In the educational finance
section, budget and budgeting were discussed. $bthe aspects that were reviewed were
budget preparation, functions of the school buda@groval of school budget and budget
monitoring and review.

The next step was a review of the research desigmeethodology. The advantages and

disadvantages of the different survey methods weraenined. This was followed by a discussion



on the general information and school financidiistias questionnaires design and the selection
of the samples. Furthermore, the reasons for sedesemi-structured interview as another survey
method were explained. The selection of the safoplthe interview and interviewing process

were also discussed.

Moreover, the objectives of the study have beeonraptished. It came out from the findings that
sources of public school funds include state subsigchool fees, interest income and donations.
The main sources of school funds were state s@ssatid school fees. Interest income and

donations formed a small percentage of the totad@dncome.

Our findings also showed the pattern of expendituggublic schools. The main expenditure
incurred by public schools is textbooks and sta&ignOther major expenditures were salaries
and wages of suppastaff, water, electricity, telephone, fax, musigltaral activities, sports and

repairs to equipment.

Furthermore, it came out from the findings thatlmuschools were not actively involved in
establishing more sources of school funds besilgsg on state subsidies and school fees. Although

there are fund raising committees in schools, tkesemittees appear to be very ineffective.

Lastly, in view of the findings of the study and iinplications, the recommendations on financial

planning and management were made.

5.3 Recommendations

Based on the findings of the research study, th@eW¥mg recommendations are suggested:

5.3.1Competent Persons in the Financ€ommittee

From these responses it is evident that most o$¢heol principals do give necessary consideration
to their budgets. However, it is necessary to weaitk the community to ensure that persons with an
understanding of finance get elected on to thenfiracommittee. The SA Schools Act stipulates
that when electing the finance committee, the guwngrbody may elect people who are not

members of the governing body on the basis of #rexvledge of financial matters.
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A person who is registered as an accountant antbaurdterms of the Public Accountants and
Auditors Act, No. 80 of 1991 or a person who isliieal to perform the duties of an accounting
officer in terms of Section 60 of the Close CorpiaraAct No. 69 of 1984 can help advise the school
governing body and school principal on a numbaearttiical financial management issues.
Furthermore, this person will be able to rendeoagoing internal auditing process. Effective ingrn
auditing is vital for a strong control environmelmdependent auditing is concerned exclusively with
the financial statements prepared principally fieeal users. The internal auditor, by contrast, i
concerned with all kinds of financial and otheradgénerated for both internal and external users.
The internal auditor is also engaged in evaluatiegefficiency of operations (operational auditing)
and effectiveness of management (management arpehce auditing), (Konrath, 1989:5).

In South Africa the persons who can practice aswatiing officers are expected to be affiliated to

any of the following qualifications or are membefghe following professional accountancy bodies:
* Institute of Chartered Accountants in South AfHc&A (SA)
» Association of Chartered Certified Accountants -G¥C
* Chartered Institute of Management Accountants - £IM
» Chartered Institute of Public Finance and AccouistaiCIPFA
» Institute of Chartered Secretaries and AdministsatcCIS
* Institute of Administration and Commerce- IAC (Aceaing Diploma)

* [nstitute of Commercial and Financial Accountan®&FA

5.3.2 Financial accounting system

All schools that responded do have some systertagef keeping the day-to-day accounting
records, i.e., receipts and payments. Of the twsctypols that responded to the questionnaire, 85%
were satisfied with the way in which they kept thacounting records. The remaining three schools
were not sure whether they had any system in mlacet. Although this is a small ratio it is
important that all schools have sound financiabaoting systems. Although schools may not afford
to pay a salary for a full time bookkeeper, a giare bookkeeper can be an option. Financial
accounting is an essential component of financeagement of a school. Schools need to process,
analyze and interpret financial data and infornratioorder to function effectively.

Effective accounting should comprise the follow{Badenhorst1996:6);

* Full detail of all income and payments

* A system that is simple enough to be managed l®rsop with a basic knowledge of
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accountancy.
* It should be easy to interpret.
* It should be easy to monitor.

* It must not be open to abuse.

When applied to schools, it means that the accogrstystem of a school should consist of the

following documentation:
* Areceipt book
» Deposit books
» Cash analysis book
* Bank statements
* Reconciliation statements
* Order book
* A cheque-book
* Savings account

» Documentary evidence of payments

5.3.3 Petty cash

The responses revealed that 60% of schools dille®yt petty cash. 40% of schools were not sure
whether they kept petty cash or not. It is recomaeenthat schools should keep a small amount of
cash available for payments that do not merit bpaid by cheque. Petty cash policy must be put in
place, and its implementation must be monitoredamdrolled. A typical petty cash policy will state
the amount that may not be exceeded for any iterthpsed out of cash, the type of items to be
purchased, the procedure for the appropriate kgeyinecords, and that the petty cash should be
balanced daily. Example of items that would be fpaich petty cash may be milk, tea, dish- washing

liquid, postage stamps and so on.

5.3.4 Removing mistrust between chairpersons andrsmol principals

Our findings showed that there is a remarkablermsstetween the governing bodies and

principals in some schools. While six chairpersepse satisfied with the working relationships
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they had with the school principals, four were satisfied at all. There is a great need for engurin
the sound working relationships between the gowgrbodies and school principals. The school
principal is accountable for any expenditure in/Higr school. Moreover, it is recommended that
schools should improve the reporting of finanamdbrmation to all stakeholders. Campher (2003:
12) pointed out that effective communication iseesi&l for the management of a school and the
communication of financial information is equallysential for the financial management of the
school. Reporting can take place in many diffefermhs such as oral reporting, financial

statements and diagrams.

5.3.5 School management computer software

All twenty-school principals admitted that theihsols do not have any school management computer
software. Although the manual financial recordsen@tlequately maintained, financial management
can improve if the schools can start using the alclmanagement computer software. However, it will
be important to update the necessary skills to gpatiais system. Apart from generating the marks for
learners' records, the school management compitarase has financial information and budget
management software. Through using financial inftrom software, it becomes easy for the school to
produce the annual financial statements as alh&i@ information is stored in the computer. The
software can also be used to calculate what tledylNariance is going to be by the end of the faiain
year. On the basis of transactions to date, knawamgitments can be projected forward to arrive at a
predicted out-turn for the full 12 months. The aade is the amount by which the whole budgets, or
any budget component, will apparently under- orh®ot by the end of the financial year, in

comparison with figures in the initial budget (Mtease, 2000:26).

5.3.6 Analysis and interpretation of financial staéments

The schools must go one step further after pregdhie financial statements. They must do the
analysis and interpretation of financial informatidt is essential that financial information redbh
person responsible for financial decision- makim@ iform that is accurate, brief and clear. In this
way, problems can be identified and solved at aly stage. If the school principal experiences some
difficulties in interpreting the financial statemgepnhe / she can use the services of an accounting

educator.
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5.3.7 Credit policy

Our findings showed that the most important sowfdacome for the school is the school fees paid by
the learners. Most of the parents are salary eamleo are paid on monthly basis. Although school
fees are determined for the year, most parentsowijyl be able to pay in monthly. It is therefore
necessary to offer them an option of paying in g&rpnobably monthly. Therefore it is recommended
that the school must have a credit policy in plaoethat the collection and payment of school tees

be done in an organized and systematic way. A tpadicy is a necessity for effective control of
accounts received. This will ensure that bad det#seduced as our findings showed that learners
owe schools huge amount of fees in the year 20646605. The school governing body should draw
and make the credit policy available to the parehtsck (2002) suggested a number of considerations

when it comes to drawing up a credit policy. Thiestude:

* Procedure for dealing with overdue accounts. Tkaseld be clear and detailed.

» Discount for lump sum payments at the beginninthefyear. This provides parents with

an incentive towards payment.
* Outline monthly installments. This should be claad detailed.
* Methods for keeping track of how long accountsaserdue.

» Writing off of bad debts. This is often a sensitissue and should receive special attention.

5.3.8 Cash management

It is recommended that the schools should imprbe& tash budget management. The findings
showed that most schools were having cash flowlenof 65% of schools indicated that they are
in arrears in water and telephone bills. On thedass timely repairs of buildings, furniture and
equipment, 60% of school principals agreed that eesult of the shortage of funds there are items
that have not been repaired. It is important totioarthat the school is responsible for the
maintenance of the school buildings, furniture agdipment. This should be a collective
responsibility involving the school principal, dtdéarners and parents.

Maintenance should be done on a regular basigféicts or damages are reported and rectified
promptly, this will save the school a lot of morigyavoiding huge maintenance expenses for
large-scale repairs. Certainly the upkeep of fieedimust be made a priority. Otherwise, no matter

how well the lessons are delivered the qualitydafoation will deteriorate.
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As it is evident that schools are having cash fiwablems, schools must look carefully into the
issue of granting loans to educators. Of the twestponses 95% school principals acknowledged
that the educators owed money to their schools.céish budget is the tool used for the effective
management of cash resources in a school. Theresstrces include coins and notes, cheques,
postal orders and funds held in bank accountsciyfe cash management must ensure that regular

reports are given to the governing body. Thesertebiould include the following information:
* Monthly reports on the cash flow position
* Changes in the cash flow
* Projections of expected cash flow and cash req@ntsn

Regular reporting will ensure that the governingys able to make optimum use of the available

cash and will be prepared for any eventuality.

School funds must be carefully controlled with clpeocedures for the collection and paying out of
monies. These procedures should include the fatigwi

» All monies received must be paid into the schdm'sk account.

» Receipts must be issued for all money received.

» Receipts must be obtained for all monies spent.

* The governing body must give permission for expeemdiexceeding budget allocations.

* The school funds account must never be overdravwstiiBff 1997).

5.3.9Stock management and control systems

Out of twenty responses only 10% of schools addhitt@t they did conduct stocktaking in their
schools. It is recommended that the schools shmypdove their stock management and control
systems. The school can examine the system preddoipthe provincial department of education for
guidelines and identify possible criteria that t@nncluded. Effective stock management should
control the use of stock so that misuse and thiefebminated. Furthermore, it should also enshia¢ t
sufficient stock is available when needed. Thekstd@a school includes stationery, and any other
items that are consumed during the year.

For stock management to be effective, the followdriteria should be considered (Bischoff
1997:117):

Quantity: It is important to determine the right amount afpecific item that should be available at
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all times. It is also possible to save by buyingurtk, but always keep in mind that too much stock
is capital that is not liquid and makes control endifficult.

Quality: Stock should always be of appropriate quality ieorto save money and / or avoid
unnecessary damage.

Timing: Certain items of stock must be available at alesrmbut might be needed in larger quantities
at specific times of the year, e.g. paper is alwseded but more paper is usually needed at the
beginning of the year and during assessment andieadon times. It is also possible to save by

buying at appropriate times for instance when tieeesale or promotion of items.

5.3.10 Fixed assets management

Our findings showed that only 75% of schools wexteialy keeping fixed assets registers. 10%
of schools were not keeping any fixed assets rescatdle 15% of schools were not sure
whether they keep fixed assets register or notréfbee it is recommended that all schools must
keep fixed assets registers. The management af éigeets is not complete without the
maintenance of fixed assets register. This is wttexeschool must record the acquisition and

disposal of fixed assets. Furthermore, the schamsitralso provide the depreciation on fixed
assets.

Depreciation is the devaluation of fixed assets avperiod of time. Van der
Westhuizen (1997) maintains that the following thethree types of depreciation:
» Economical obsolescence due to wear and tear.
» Technical obsolescence due to technological devedops.

* Regulatory depreciation as directed by the DepartroEEducation.

5.3.11 Fundraising

The findings showed that school governing bodiesewet actively involved in fundraising.
Governing bodies can assist by raising funds iriora supplement school fees and state subsidies
as there is clear evidence that all schools arsbaash flow problems. Therefore, it is
recommended that the schools must establish thér&ising Committees (FC). Campher (2003),

pointed out that pivotal to the success of schdatidraising efforts would be those who drive the
process.
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The members must have vested interest in the seimabhominations are usually received from
SGB, educators and parents. It is recommendedrtaatchool principal should also be part of the

committee.
Before allocating portfolios to the Finance Comasittit is important to identify each person's
capacity. The portfolios must be allocated to memsibé the FC according to their expertise,
experience and interests. The accounting educatgr® appointed as the treasurer and one of the
parents who work for an advertising company mayelsponsible for marketing and advertising. The
following portfolios are recommended on the FinaGoenmittee:

» Chairperson

» Secretary

* Treasurer

» Aduvertising

* Project Manager

» Two additional members

It is important to mention that the committee mersheill have to use their managerial and leadership
skills under the guidance of the chairperson to,pta-ordinate, delegate, control and evaluate each
project (Campher 2003:63)

Ramsey (2001: 115) suggested the following funsimgiguidelines:

1. Fundraising monies should be collected, recordadkéd, dispersed, and accounted for by a

third party whenever possible.

2. No fundraising activity should involve doing anytgiillegal (e.g. gambling in some

communities).
3. No one should ever be embarrassed or intimidateahigyschool fundraising
activity.
4. Every effort must be made to scrupulously avoid@ixgtion of the school's captive student
population for purposes of fundraising.
Participation by all fund-raisers must be compietaluntary.
Fundraisers should avoid false advertising or amflict of interests.
All fundraisers must be completely non-discrimingito

Safety must be the top priority in all fund raisecfivities.

© © N o O

All fundraising events and activities should bégnod taste" according to community

standards.
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10. Involvement of students and staff in fundraising\waties should be limited during school

hours.

11.Money collected through fundraising must be spenttie stated educational

purpose for which it was collected.

12.In all fundraising efforts, meticulous record keepand accounting procedures must be
followed. All records should be open to the pulalid subject to periodic independent
auditing.

13.Where possible, monies collected through fundrgisimould be kept in a separate bank
account, and at least two signatures should berezhto write cheques on the account.

14. All fundraising projects should be educational,-filled and profitable

5.3.12School tuck-shops

It is recommended that the schools must estaliiisin tuck shops in order to supplement schools'
income. The purchasing power of learners is vegy Miost principals never planned to become
shopkeepers; but that's what's happening in exehwsichools and independent schools (private
schools). Owing to financial constraints the pubtitiools in the City of Durban Circuit cannot affor
to stock the items that are available in thesedshdt is advisable that these schools keep only

limited stock for fast moving items.

A growing number of schools throughout the couairy opening up school stores as a means of
promoting school spirit, providing hands-on leagh(a retail laboratory) for marketing students,
meeting the convenience and shopping needs ofrgjdehool personnel, and other patrons, and
raising funds for school projects and scholarsigten called Spirit Shops, these stores typicsdly

a variety of school-related items:
» School supplies (often decorated with the schodilem or logo)
» Spirit clothing and accessories (e.g., T-shirtseashirts, caps, mittens, and ponchos)
» Stadium blankets
* Pennants and pom-poms
« Candy, soda, and baked goods
» Key rings, tote bags, balloon bouquets and umlszrella

* Mugs, mascots, and other memorabilia, (Mac GredokKay and Winkler: 2002).
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5.3.13Financial Planning and Management

School principals as financial managers do neddte a sound understanding of management
accounting and financial accounting so that thelemaformed financial decisions.

It was stated in the literature review that thiesloot mean that managers must know how accounts
are constructed or how accountants do their warkrdther to use financial information to achieve
improvements in performance. The findings reveé#ad 60% of school principals were not
satisfied about their financial management knowéed@% of school principals were not sure
whether they had sufficient management skills dr @werall, the findings showed that there is still
a problem when it comes to financial planning andricial decision-making in schools.

In addition to financial management training whislprovided by the Department of Education

to school principals and members of governing badige school principals are encouraged to
enroll for some formal financial management cour$éere are a number of educational
institutions in South Africa which are offering &éincial management courses through distance
and part-time learning.

5.4 Concluding Remarks

The purpose of this study was to examine and etafirsancial planning and management in
public schools in the Kwa-Ndengezi Ward. Areashwkstigation included:

1. The sources of income in public schools
2. Patterns of expenditure in public schools
3. Alternative sources of school funds apart framo®l fees and state subsidy.

4. Making recommendations based on the findingh®ftesearch study.

While precautionary measures were taken to enkereetiability and validity of data collected,
there were some mistakes which could not be togdiiginated. The factors that may lead to less
reliability and validity of data were discussedliear

The objectives of the research study were addrabksedgh the collection and analysis of data
obtained from questionnaires and interviews. Moeepthe research study objectives were
addressed through the review of the availableslitee in the field of financial planning and

management.
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Some of the major recommendations of the reseducly svere as follows:

1. It is necessary for schools to have personsgatd understanding of finance in their finance
committees.

2. It is important for schools to introduce moderchnology in order to improve efficiency.

3. School principals are encouraged to upgrade fine@incial management knowledge.

Lastly, | hope this research study will open othyportunities for further research in the field of
school financial management that has not been ehrmierest to the researchers in the past.
Further research may include independent schodigfp schools) as they were not included in

this research study.
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APPENDIX A
Covering letter and general information questionnaie
PO Box 2753
Pinetown
3600
26 October 2005
The School Principal
School Name
Ndengezi Ward
3600

Dear Sir or Madam:

RE: COMPLETION OF RESEARCH QUESTIONNAIRE

| am at present conducting research on Financaalrithg and Management in public schools in the in
the Kwa Ndengezi ward in Kwa Zulu-Natal. | wouldpagciate it if you would complete the attached

guestionnaire.

Even if you feel the items covered may not appigdtito you please do not ignore them. Your
answers are essential in building an accuratengic@uFinancial Planning and Management in public
schools in the Kwa Ndengezi ward. It is importanttention that the research project is going to be
of benefit to School Management Teams and Schowéfding Bodies concerning Financial

Management. All the information you provide will treated with utmost confidentiality.

When you have finished completing the questionnalease keep it with you, as i will fetch it
personally.

| hope you will find completing the questionnairgayable and interesting.

Thank you for taking time to help me. Should youéhany queries or would like further information
about this project, please call me on 082 346 1918.

Your cooperation is much appreciated.

Yours faithfully,

S Mngoma (Student — Masters in Social Policy Pnogna) University of Kwa Zulu Natal
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APPENDIX B

GENERAL INFORMATION QUESTIONNAIRE

“Decentralised Financial Management in South Afi&hools: An examination of implementation

by selected primary and secondary schools in tha Kdengezi area of Kwa Zulu Natal”

PLEASE PUT A CROSS [X] IN THE BOX NEXT TO YOUR CHOSEN

ANSWER

1. The South African Schools Act stipulates that whkacting the finance committee, the governing
body may elect people who are not members of tkerging body on the basis of their
knowledge of financial matters. Does your schoeehany person who is a member of the

governing body qualified to practise as an accogntifficer?

Yes No Not sure

2. Do you believe that you take all the necessaryfaadnto account when drawing the annual
school budget?

Yes No Not sure

3. Are you satisfied with the consultation that is ddrefore drawing the annual school budget?

Yes No Not sure

4. Is there any amount of money belonging to the school that is owed by the educators or
member of the governing body?

Yes No Not sure

5. Is there any educator or member of the governirty lmw any person who is owed by the school
for the service he rendered to the school?

Yes N Not sure

6. Is there any educator or member of the governirdy lweho granted a short term loan to
the school but not yet been repaid?
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7. Are there any learners who owe the school a sutistamount of school

Yes

No

Not sure

fees up to now (end of the school calendar)ye

8. Do you have any system in place of keeping dayatoatcounting records

Yes

No

Not sure

in your school?

Yes

No

Not sure

9. Does your school have a full or part time bagper?

Yes No Not sure

10.Do you keep fixed assets register in your school?

Yes No Not sure

11.Do you conduct any stocktaking at least once yadumiture,

equipment and tools?

Yes No Not sure

12.Do you have any school management computer softwameur school,

which can generate an up to date learnem¥smacords and financial

reports?

Yes No Not sure
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13. Do you keep petty cash in your school?

Yes

No

Not sure

14. Is your school in arrears for telephone, water?

Yes

No

Not sure

15. Does your SGB use other measures to raise fonods to supplement school fees?

Yes

No

Not sure

16.Do you allow the community to hire school prapé€buildings and furniture) in order to generate

more income for the school?

Yes

No

Not sure

17. Does your school have any short term or loagn tinvestment?

Yes

No

Not sure

18. Are you satisfied with the condition of builds, furniture and equipment in

your school?

Yes

No

Not sure

19.Do you have any item in your school that has nenhtféxed or repaired as a

result of the shortage of cash?

Yes

No

Not sure

20. Are you satisfied with the financial managemenniray, knowledge or background that you
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have?

Yes No Not sure

21.Have you ever found yourself in dispute with theeming body over alleged

misappropriation of funds?

Yes No Not

sure

22.1f you feel there is anything that has not beereces by the questionnaire which can
help to improve financial management in public sdbpplease state it in the space

provided.
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APPENDIX B
SOURCES OF INCOME

SCHOOL NUMBER: ..................

2004

2005

State subsidy

Donations

Trust funds

Transport

Extra classes

School fees

Tuck shop

School functions

Bad debts recovered
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APPENDIX C

Semi-structured interview questions asked to the @irpersons of school governing bodies

1. Do you have any knowledge of financial managefen

2. Would you explain your duties and responsilesitconcerning the school
financial management?

3. In some cases schools do grant loans to edscattrat measures do you take
to make sure that the educator repays the loan?

4. Are you satisfied with the working relationslhiat exists between you and the
school principal concerning the managemethbbol finance?

5. Have you ever found yourself in dispute with $kkbool principal over alleged
misappropriation of funds?

6. Have you ever found yourself under pressur@poave certain money
expenditure while you were not fully convinaedts benefit to the school? If
the answer is yes, explain.

7. Does your school take some steps to raise modsfto supplement the
school fees? Explain.

8. Are you satisfied with the details of the fineheceport that is given by the
school principal at the end of the year?

9. What measures do you think can help to improwential management in public

schools?
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SCHOOL FINANCIAL STATISTICS QUESTIONNAIRE

SCHOOL NUMBER: ..........coiiiieiene,
EXPENDITURE PATTERNS 2004 2005

Advertising

Bank charges

Film hire

Water and electricity

Repairs (equipment)

Security

Telephone

Tuck shop expenses

Garden tools

Membership fees

Donations

School functions

Training and workshops

Music and cultural activities

Textbooks and stationery

Sports

Sundries
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APPENDIX D

RESPONSES TO GENERAL INFORMATION QUESTIONNAIRE

The South African Schools Act stipulates that whkatting the finance committee, the
governing body may elect people who are not mesmbkthe governing body on the basis of
their knowledge of financial matters. Does youraathave any person who is a member of the

governing body who is qualified to practise as ezpanting officer?

yes not sure no
10 % 0% 90 %
2. Do you believe that you take all the nsagsfactors into account when drawing the annual
school budget?
Yes Not sure No
55 % 45 0 %
3. Are you satisfied with the consultation thatlame before drawing the annual school?
Budget?
Yes Notsure  No
75%| 15% 10 %
4, Is there any amount of money, which belongs testif®ol owed by the educators or member
of the governing body?
Yes Not sure No
95 % 0% 5%
5. Is there any educator or member of the governirtdy oo any person who is owed by school

for the services he rendered to the school?

Yes Not sure No
20 % 0% 80%
6. Is there any educator or member of the governirdy lveho granted a short term loan to the
school but not yet been repaid?
Yes Not sure No
0% 0% 100 %
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10.

11.

12.

13.

14

15.

Are there any learners who owe a substantial amafusthool fees up to now (end of the

school calendar year)?

Do you

have any system in place of keeping dagagpaccounting records in your school?

Doesy

per?

yes Not sure No
100 % 0% 0%
yes Not sure No
85 % 15% 0%
our school have a full or partibookkee
Yes Not sure No
0% 10 % 90 %
Do you keep fixed assets register in ywaoool?
Yes Not sure No
75% 15% 10 %

Do you conduct any stocktaking at least once yadumiture, equipment and tools?

Yes

Not sure

No

10 %

20 %

70 %

Do you have any school management computer softwam@ur school, which can generate an

up to date learners' marks records and finangoairts?

Do you

Is your

Does your SGB use other measures to raise fonads to supplement school fees?

yes Not sure No

0% 0% 100 %
keep petty cash in your school?

Yes Not sure No

0% 40 % a.
school in arrears for telephamater etc.?

Yes Not sure No

65 % 0% 35 %

Yes Not sure No

0% 0% 100 %
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16.

17.

18.

19.

20.

21.

Do you allow the community to hire school propgtiyildings and furniture) in order to

generate more income for the school?

Are you

investment?

satisfied with the condition of buildindarniture and equipment in your school?

Do you have any item in your school, which hasbe#n fixed or repaired as a result cash

shortage?

Yes Not sure No
20 % 0% 80 %
Does your school have any short term or |engp

Yes Not sure No
0% 0% 100 %
Ye! Not sure No
10% 15% 75 %

Yes Not Sure No
60 % 20 % 20 %

Are you satisfied with the financial managemenniray, knowledge or background that you

have?

yes

Not sure

No

40%

0%

60%

Have you ever found yourself in dispute with theeyoing body over alleged

misappropriation of funds?

yes

Not sure

No

20%

0%

80%
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