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ABSTRACT

This dudy is amed a underganding the pdentid organisationa performance
management sysems that could be used by municipdities and hence the topic. “ Sdecting
of an Appropriate Organisational Performance M anagement Sy stem for South African
Municipalities”.

The Loca Government: Municipa Systems Act, 2000 (Act 32 of 2000) and Loca
Government: Municipd Planning and Performance M anagement Regulations, 2001 place
alegd obligation on local authorities to establish, develop and implement a performance
management sysem. The Act also suggest that the system must bedevised in such away

that it may serve as anearly warning indicator of underperformance.

This research is conducted in KwaZulu-Natd and covers al categories of municipalities
in the province With respect to data collection, it principally relies on mal surveys and
targets municipa and IDP managers irrespective of the category of the muniapality.
Each municipdity was provided with an eectronic copy of an Excd Likert-based
questionnaire. Respondents ranked their opinions on a variety of positively phrased
datements on afive-paint scae

The gudy has the following conclusions and recommendations: in those municipalities
with organizationa performance management sy sens, thereis anesd to redevelgp them
in consultation with the public as required by the legslation. Seemindy, municipa
abjectives and plans ae not reviewed in the light of operating paformance. The risks
faced by the municipdities in both rural and urban areas are neither properly identified
nor addressed. This trend confirms tha KwaZulu-Naa municipalities have not
established policies and procedures to support organisationd objedives and mitiggte the
identified risks. Therefore, there are no risk management strategies. Given the inadequate
management information systems, it is apparent that municipalities do not have adequate
information to operateas desired. It isrecommended that must come together to deal with
issues of organisationa performance by entering into service levd agreements (SLA).
Associaed withthis isthe development of sevice centre. The service centre will address



issues pertaining to internd Audit (Risk issues), draegic oontrols and drategy
implementation (IDP and PM §, information Techndogy (I1T) solutions and research and
development (socio- edonomicissues)

Areas for further research indude the identification and development of a tallor-made
goproach to the Balanced Scorecard and Business Excellence M oddl, the identification
and development of an e ectronic sysem for reporting and monitoring peformance, the
development of atraining inter'vention that will prepare theincoming leadership to ded
with challenges of loca govenment and the establishment of an independent conflict
management mechaniam to ensure tha objectives of a shared service centre are
maintained.
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CHAPTER ONE: INTRODUCTION

11. Introduction

This dudy is amed a underganding the pdentid organisationa performance
management system that could be used by municipdities in KwaZulu-Naal and hence
thetopic “ Sdecting of an Appropriate Organisationa Performance M anagement System
for South African M unicipdities”. More gpedfically, this chgpter gves an outline of the
asrrent study in addition to discussing the legislative mandate, organisationa
performance management and associaed models and key tems and concepts guiding this

Sudy.

The Local Government: M unicipa Systems Act, 2000 (Act 32 of 2000) and Loca
Government: Municipd Planning and Performance M anagement Regulations, 2001 place

alega adbligation on local authorities to establish, develop and implement a performance
management system. In particular, Section 41 of the Act stipulates tha the core

component of theperformance management system must:

e Sat appropriate ke performance indicaors (KPI's) & a yardstick for measuring
performance including outcomes and impact with regard to the municipaity’s
devdopment priorities and objedives st out in its integrated devdopment plan
(IDP).

e Set measurable performance targas withregard to each of the development priorities

and objectives.

With regard to each of the development priarities and objectives and aganst the KPI's

and targets set in terms of the ebove, the municipality must:

e M onitor performance, and
e Messure and review performance & least once pe year.



The Act dso empowers the Municipal Authority to take seps to improve performance
with regard to those development priorities and objedives where peformance tar gets are

not met. Thiswould indude establishing a process of regul ar reporting to:

e The council, other political structures, politica office bearers and staff of the
municipality, and
e Thepublic and appropriateorgans of state

The Act also suggest that the system must be devised in such awa that it may serve as
an early warning indicaor of underpeformance. Some indicators ae explicitly dated in
the Regulations of the Municipal Sysems Act, and community involvement is aso
required. Interpretation of theprovisions of the Act clearly indicates that the prescribed
management sysem isto be anorganisationd performance management system (OPM S

a opposedto individud employ ee paformance appraisal.

This research is conducted in KwaZuu-Natd and covers al categories of municipalities
in the province With respect to data collection, it principaly relies on mal surveys and
targets municipal and IDP managers irrespedive of the category of the municipdity. In
um, it exploresthe strateg c control initiatives that municipalities develop and employ in
an effot to meet ther strategc destinations. The study shows tha the control
environment isnot conducive for mog munidpadities to perform as expected. A majority
of hindrances in most municipalities emanate from the fact that the resources committed
to munidpa activities ae not commensuratewith theactivity levelsof themunicipality .

The integrated Development Planning and risk assessment isnot done as expected by the
Auditor Generd. The IDP objectives are not propely esadlished and communicated to
upport the organisation’s objectives. The oobjectives and related plans do nat include
measurabl e performance targas and indicators. To this end, those significant risks faced
by the municipdities in the achievement of their dbjectives are not properly identified
and addressed.



The gudy indicates tha policies and procedures have not been established to support the
business organisation’s objedives and hence mitigate any identified risks. Adequate
management information is not produced and employed in the management of the
municipality. Performance is also not monitored against the targets and indicators
identified in the munidpality's objectives and plans. In essence, most municipalities do

not havemonitaring, assessment control sy sems and mechanism toreport deficiencies.

12. Organisationa Performance Management and models

Organizationa Performance M anagement is an emerging term. Otha names are also used
to describe the same concept (for exanple, the IT analyst firm Gatner uses *Corporate
Performance M anagement’). Some vendors use the phrase ‘ Performance M anagement’ to
imply dmple scorecards, dashboards and Key Performance Indicators (KPI's). Others
may argue that theterm Organizationa Performance M anagement means the same thing
a6 decision support sygem (DSS) and business intel ligence (BI) andthus thereis no need
for ya another term. Organizational Performance Management supports a company or
organizaion’s overal business goalsby linking the work of each individual employee or
management to overdl misson of the work unit. The centra am of performance
management is to devedop thepatentia of daff, improve their performance and, through
linking an employegs individua objectives to business straeges, improve the
organizaion’s performance. Performance management is about directing and supporting
employess to work as effectively and efficiently aspossiblein line with the needs of the
organizaion (Williams, 1998:16).

For thissudy aperformance management sysem means a framework that describes and
represents the manner in which the municipality’s cycle and processes of performance
planning monitoring, measuring, review and reporting ae organized and managed,

ooupledwith the determination of theroles of different role-play ers.

A performance management model is a central asped of tha framework for performance
management. The framework for a paformance management sy sem congsts of largely

two components (Pamar Devdopment Group 2001):



e How does performance get managed?
e Wha gets performance managed?

The “How” aspects of performance aludes to the se of activities tha nead to hggpen in
order to manage performance, clarity as towhen they will hgppen, whowill condud them
and wha will the conseguences be. These activities rel ate to the planning, monitoring and
review of perfarmance The “What” aspect relates to the apects of performance aound
which the organization plans, monitors and reviews their performance. These aspects of
performance should besufficient to tdl whether an organization is performingwell or not
(Pamer Develgpment Group: 2001). A model for performance management provides a
framework for what agpects of performance get managed. While al models differ in the
aspects of performance that they prioritize for measurement and management, most
models rely on clearly stated performance areas, ohjectives and indicators. It isin how
they organize these objectives and indicaors into peformance areas and which
performance areas they prioritize, that they differ significantly (Pamar Development
Group 2001).

For thisstudy, a performancemode is defined as the grouping togeher of indicatars into
logical categories or goups, as a means to enhance the avility of an organisaion to

manage and anay se itsperformance.

12.1 The Business Excell ence M odel

It is aframework designed to assist organizations to achieve business excd lence through
continuous improvement in the management and deploy ment of processesto engender a
wider use of best practice activities. It enables the cd culation of scores aganst a number
of criteniathat can be used for either interna or external “ benchmak” comparisons. It is
hoped tha the results of these relative comparisons will lead to increased foaus on
improving key processperformance and so generate “business excellence”.



12.2 The Baanced Scorecard

The Balanced Sorecard is a framework that expresses an organization’s strategy s a set
of messurable goals from the pergpedives of owneas/invesors, aher exerna
gakeholders and the organizaion itsef. If these goals and associated measures, and
targets ae well chosen, the balanced scorecad will help managers focus on the actions
required to achieve them, so helpingthe organization achieve its overall strategic goals
and redlizeits Sraegcvisions

13. Key termsandconcepts

13.1 Integrated development plan (IDP)
A partidpatory approach to integrate economic, sectoral, spatia, socid, institutional,
environmenta and fiscal strategies in order to support the gptimd alocaion of scarce
resources between sectors and geogrgohical area and across the population in a manner
that provides sugainable growth, equity and the empowerment of the poor and
marginalized ( PAmer Group, 2000).

13.2 Strategy
Representsthebroad priorities adopted by the organisation in recognition of its operating
environment and in pursuit of its mission. All performance measures should aign with
the organisation' s strategy (Niven, P, 2003).

13.3 Misson statement
A mission statament defines the corepurposeof theorganisaion, that is, why it exsts.

1.3.4 Stakeholder

Any person or group tha has a“ gake” in the success of the organisation. Stakeholders
for municipalities may include: employees customers and clients, funders, eected

dfficials, citizens, specid-inteest goups, suppliers media, financial community, and



partners e.g. other spheres of governrment. All stakeholders must be considered when
developing and reviewingthelDP (T he Best Practice Guide, DTLGA 2003).

13.50bectives
A concise statement describing the specific things organisation must do well in order to
execute its strategy. Objectives often begn with action verbs such a “inaease”
“reduce” “improve,” “achieve” and thelike.

13.6 Key Perfarmance Indicators (KPIs)
A gandard usedto evduate and communicate performance against expected results. The
key peformance indicators are someimes referred to as measures. KPIs are normally
quantitative in nature captwing numbers, percentages and so on. Reporting and
monitoring messures can help an organisation to gauge its progress towards effective

implementation of strategy .

13.7 Targets
Represants the desired resuit of key peformance indicator (KPI). Targets make
meaningul the results that ae derived from measurements and provide organisations
with feedback with regards to performance.

13.8 Monitoring

A continuous activity to measure KPIs and performance targets. M onitoring provides for
the sysematic collection of information tha enables management to evduate whether

stisfactory progress is being made with projeds and action geps amed a the

achievement of performance targets and KPIs.

1.3.9 Evaluation

A process designed to measure whether and to what extent the KPIs and performance
targets aeimpacting onthe development objectives. It measures theimpad and results of



the wak in progress and as sudh provides information required to re-appraise
performance targets, KPI's and development adbjectives.

13.10 Review

A process tha can be undertaken when information on current performanceis knowni.e.
when monitoring and evauation have taken place This informaion indicates where
things ae working and where they are not working and thus it informs the planning

process, including project planning, design and implementation.

13.11 Control

The process of compaing actua performance with standards and taking any necessary
oorrective action. A good control system is designed to kegp things from going wrong,
not jud to correct them afterwards (Mondy RW and Premeaux 1997:512). Mosley at al
(1996) defines controlling as the process of devising ways and means of ensuring that
planned performance is actually achieved. According to Mosley forms of control
commonly used by managers in organisations include inspections, progress reports and
financid statements. Inessence, control involves fivebasic geps:

Stting performance standards,

Determining methods for measuring performance;
M easuring actua performance

Comparing performance with established standards

a ~ W N P

Taking corrective actions when necessary to bring adual performanceinto

oonformity withthe sandard.



1.3 The Current Study

13.1 Scope df the study

This study foauses on organisational performance management systems in contrast to
individual performance management sysems. Strategy development is not part of this
gudy. This research is more concerned with the hindrances faced by municipalities in

implementing those strategiesthat enhance organisational performance.

The research focuses on the province of Kw&ulu Naal (KZN) and covers al municipa
categories. In South Africa, municipdities are categorised on the basis of the Structures
Act Section 177 of 1998. According to this Act municipalities are categorised as A, B or
C. The province of KwaZulu-Nata has al these types and is hence arepresentative
sample of South African munidpd structures. In KZN, thereis onemetro and tendistrict
municipalities (DC) spread over both rural and urban areas. Each district is divided into
loca municipalities (LC).

13.2 Rationde

Managa's in municipalities are continually challenged to meke effedive decisionsin face
of often incomplete or contradictory facts about their environment both external and

internal. Decisions are made on the move, and are often wrong or only patialy correct.
Where hard fads are scarce, managers rely on reserves of opinion and experienceto fill
in the knowledge gaps by usng a variety of tools sourced from the private sector to
implement their straeges. Sometimes they use their actual expeience in past similar
gtuations, obsevations made by consultants, mentors or peas tha they acoept as fact, or,

& a lag resort, their own persona hbias coupled with an intuitive underganding of the
metter & hand.

It is for the aforementioned reasons that this sudy attenpts to explore the straegc

oontrol initiatives that munidpalities develop and employ in an effort to med ther



drategic destinations. The fact that no comprehensive literature on municipd
performance management sy sems exsts should not be taken as an indicaion that such
gystemsare not required. At heart, is the propaositionthat tha basic strategic management
issues ae relevant in both private and public sedor organisations. The sudy hence
focuses on those issuesthat passibly hinder municipalities in the implementation of their
IDPs.

13.3 Obectives

The research has the fdlowingobj ectives:

1 To criticaly analyze the“As IS’ situation with regards to draegc contrds and
management contras in the muniapalities. In South Africa, most municipalities have
not been able to dfectively plan, impleament and monitor thdr activities. Country
wide munidpa peaformances suggest a gap with repect to the new inteyated

planning framework and peformance management requirements.

2. To aiticaly assessthe exiging paformance management modds that can potentially
be used by municipalities.

3. Toproposeapractica and simpleperformance management sy sem tha can possibly
enhance thecapacity of municipalities to comply with statutory requirements.

1.3.4Resear ch problem/questions

This study addresses the following research question: What types of srategc control
initiatives do municipalities use to monitor and sustain organisational performance in
order for them to devdop and implement thar IDPS? At heart, istha, local, provincia
and national governments need to use appropriate measurement systems to monitor

progress made on respective nationa and provincial priorities on the basis of indvidua
municipa IDPs According to the municipa status report of 2004, KZN only has eight

organisaiona performance management sysems and twelve performance management



framewarks in place (DTLGA KZN Odober 2004 status report). The dorementioned
report dso indicates tha sixeen (16) of the sixy-one (61) municipdities in KZN
oompleted ther Integated Development Plans for the 2004/5 finanda yea, and
subsequently submitted these to the M EC prior to the commencement of the new
municipal financiad yea on 1 July 2004. A driking revelation is that closeto 70 per cent
of the municipdities are laggingin terms of aigningther local IDPs with provinaal and
national government programmes.

Another area of concan is that the tender specifications for performance management
gystemsfound in recent Govemment Tender invitations, as well as draft pdicy guidelines
for peaformance management curently circulating, suggest that performance
management systems which were discarded by compéeitive business a decade ago, are
gill considered appropriate for implementation in the public sector. Given the desire by
national government to improve service delivery, the fundamenta question relates to

understanding those fectors that explain the failure of municipdities to develop and
implement an ideal peformance management system. In an effort to enhance service

delivery and achieve the mmillemnium development gods, a new performance
management sysem may be needed inthe immediateterm.

13.5 Structure of thereport

This report fals into 5 chaptas. Chapter One provides the introduction to the sudy. In
this sedion the key aea of research is disaussed. Added to this are the fundamenta

ooncepts and teemstha guidethe study.
Chapter Two reviews the literature on organisational performance management in
dfferent parts of the world. It is in this chepter where the legislative mandate of the

municipalities and various models arediscussed.

Chapter Threeis the methoddogy falowed by chapter 4 which presents the findings of

the study . T he conclusions and policy recommendations are discussed in Chapter five.
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CHAPTER TWO: LITERATURE REVIEW

21. Introduction

This chapter will desaibe the legislaive requirement for the development of IDP and
Organizationa Performance Management System. It will dso highlight approaches that
have been tried by other countries. The exiging peformance management modds and
their orign will be disaussed coupled with acritical anay sisof theprinciples that govern
these models. M ore specifically, the principles and criteriafor an ideal best model will be
discussed.

Greater strides have been made with the preparation and implementation of the Integrated
Development Plans (IDPs) of municipaities and many of the progammes and projects
will continuetofud improvements for many years tocome. Thetask aheadis to build on

this improvement to ensuretha the full impact of developmenta local government is felt
throughout thecountry and beyond.

The objective of this study is to criticdly assess hindrances to organizationd performance

management sysem implementation and suggest thepossible interventions.

Developmental local government hasatremendous impact on the community and affects

every agect of indudry, commerce and government. Municipdities mug therefore
ensure that their integrated Development Plans are continuously monitored and reviewed

90 that the municipdlity performs a optimum levelsin order to redize the dreams and

aspirations of margnalized communities.
22. Legislative mandates
The Loca Government: Municipal Systems Act, 2000 (Act 32 of 2000) and Loca

Government: Municipd Planning and Performance M anagement Regulations, 2001 place

alega dbligation on local authorities to establish, develop and implement a performance
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management sysem. In particular, Section 41 of the Act stipulates tha the core

component of theperformance management system must:

e Sat appropriate key performance indicaors (KPIs) as a yardstick for messuring
performance including outcomes and impact with regard to the municipdity’s
devdopment priorities and objedives st out in its integrated devdopment plan
(IDP).

o Sat measurable performance targas withregard to each of the development priorities
and objectives.

With regard to each of the development priorities and objectives and againg the KPl's and
targets st in terms of the above the municipdity mud:

e M onitor performance, and

e Messure and review performanceat least once pe year.

The Act dso empowers the Municipal Authority to take seps to improve performance
with regard to those development priorities and objedives where peformance tar gets are
not met. Thiswould indude establishing a process of regul ar reporting to:

e The council, other political structures, politica office bearers and staff of the
municipality, and
e Thepublic and appropriateorgans of state

The Act also suggest that the system must be devisad in such a wa that it may serve as
an early warning indicaor of underpeformance. Some indicators ae explicitly sated in
the Regulations of the Municipal Sysems Act, and community involvement is aso
required. Interpretation of theprovisions of the Act clearly indicates that the prescribed
management sysem isto be anorganisationd performance management system (OPM S
& opposed to individua employ ee performance appraisa. This chapter will discuss the

various approaches to organisaiona performance management and will then propose the
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adoption of one modd as the framework for all caegories of municipalities in South
Africa

23. Background to performance management

A variety of community entities in many countries have put pressure on the public sector
to goproximate more closely private indugry, in terms of grester produdivity and
dficiency, better valuefor money, and so on (Beckett, 2000). However, because of the
enormous defidts in the public budgets, as a resut of the economic recession which
followed the oil crisis of the 1970, it has become necessary to implement reformsin the

gructure and functioning of many state governments and administraions (Kickert, 1997).

“In theprivate sector, it’s mudh easier to define y our goas and recognize success” (Elish,
1977s) as quoted by Baker at all 1998. In industry, the god is making money, ad it’s a
ample goal with obvious rewards and consequences. In the public sedor, however,
answering questions like ‘Why are we here? and ‘What do we want to produce? and
‘What does suacess look |ike? is conplicated. For example, a the housing authority it
may seem that their reason for being is obvious- to provide housing. But to achieve the
best result for the community the municipaity serves they mugs address more
fundamental issues: Can govemment or the private sector or some combination of the two
do the best job a best cog? Would a more mainstream approach to housing align better
with current self-suffidency programmes for the wdfare population? Wha outcomes do
residents want, and ae they being accomplished? M ost municipalities would try to
answer these questions duringthe IDP reviews or during performance reviews as required
by the Act.

While sdf-examination, god setting and performance measurement are some of

transformation’s most difficult chalenges, many governments are beginning to move in

this direction.
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In the United Sates, the Government Performance and Results Act of 1993 requires each
federa agency to produce five—year drategc plansthat indude amission gatement and
goals for major programs and operations. These have to be submitted to the Office of
Management and Budgets. The Act also requires annua performance plans that define
the levd of performance to be achieved during each budget year and annual evaluations
of performancein relation to goas. Incresting ther plans, agencies must consult with the
relevant congressional committees and consider the views of interested or dfected
parties. In South Africa, municipa peformance management has its policy originin the
White Paper on Local Government (1998). It praposes performance management together
with Integrated Development Planning (IDP) and public paticipation, as importart tools
centra to the nation of developmental local government. The White Paper nated thd,
“involving communities in developing some municipal key peaformance indicators

increasethe acoountability of the municipdity”.

This is a tal order, and agencies are encountering obstacles in adopting the approaches.
Issues such as an agency’s limited or indired ability to influence an outcome, cortinued

lack of information on progran performance and the need to aign strategic plans with
budget processes continue to be addressed.

Faced with the problem of implementing paformance management the Department of
Traditional and Local Govemment in KwaZulu Nata did a study in the following

oountries Australia, New Zedand, and the United Kingdom. They found tha these
oountries are faced with similar challenges when they introduced compaable changes,

but each has peasevered (Frick Brooks 2003).

Today, practices enabling a results focus are fundamental to the way govenment
departments in these countries do business In Audralia, for example, each portfolio
minister is required to preparean evaluation plan evey threeyears, which is submtted to

the Minister for Finance. The evauations of outcomes and effectiveness foaus on
programs with mgor resource and/ar policy implications. In Newv Zealand, heads of

government departments are formally accountable for resuts (Boyne 1996). They sign
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oontracts related to performance targets — and thar compensation is based on ther
auccess. In South Africa the lggslative mandate for measuring individual performance is
found insection 57 of the M unicipal SysemsAct, which requires the municipa manager,
and heads of departments to sign performance contrect that must indude, inter dia

e Performanceobjectives, target and timeframes.

e Standards and procedures for evaluating performance with the intervalsfor evduation
beingindicaed.

e Theperformance dbjectives and targets must be practica, messurable and based on
key performance indicators set out in thel DP

The United Kingdom’sNext Seps agencies make thar performance evauaions publicin

areview published each year, which reports on more than 1,400 peformance targets for

government services (Aucoin, P. (1990).

24.  Performance and the new public management

Many dhangesin the srategy and structure of public services in recent years have been
based on the principles of the ‘new public management’” (NPM). The exact content of
NPM varies agoss naions and beween institutions in individual countries (Aucoin,
1990; Kernaghan, 1993). Nevatheless, Hood (1991) argues that it is possble to identify
the coreelements of NFM , which include thedisaggregation of orgenizations into smaller

units and an emphasis on performancerather than procedures.

Smilarly, Gry and Jenkins (195: 86) note that “new theories of public
management...unite in attacking the traditional bureaucraic model of adminigrative
dructure and advocaing dficiency and resporsiveness through some form of
decentrdisation’; and Rhodes (2004:142) argues that the effect of NPM reforns is to
disaggregate public savice. While the above is important but there is dso a need to
monitor the effectiveness of the initiatives taken by different agencies in trying to
implement thisNPM .
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Hynn (1993:163) argues that if there was “ change in consensus in the immediate postwar
period it is surdy that large centralized public bureaucracy is not theided organizational
form”. Howeve, it was nat urtil the 1980's that the disaggregating of public sector
organizaions in the UK became widespread. Duringthe 1960’s and 1970 s the idea tha
‘big is beautiful held sway. Inloca government, reorganizaions in London in 1965 and
the rest of the country in the 1970 have created some of the largest local councilsin the
world (Norton, 1994).

The reforms to the largest local govenment cut the number of sparate authorties by
64% in Engand, 73% per cent in Wales, 80% in Sootland and 64% in Northern Ireland
(Boyne, 1993). In South Africa the Demarcation Board adopted the approach of
categorizing municipdlities to A,B and C. Caegory A being the Metro Council and B
being the small local Council while C being the District Council that has five to six
category A Councils under it.

This reform at loca level drew upon the concept of conceming economies of scae and
srvice co-ordination. Large units were expected to provide services more efficiently
because the employment of specialig staff and equipment would be more feasble at
higher levels of output. In addition, bigger organisations would find it easi@ to digribute
services across larger client goups and coud thereby ensure reliability and equity of
provision. This research will find out as to whether there is a diffaence in provision of

service in local government.

At local government level in particular, it was also expected that larger authoritieswould
dtract higher calibre politidans and officids. Big organisations weae viewed as
oonsistent with policies that sressed planning rathe than markets, co-ordnation rather
than competition, and professona sevice in the public inteest rather than bureaucratic

manoeuvring for private gain.
By contragt, since 1979, one of the main thrusts behind the Consavative Party’spolicy

towardsthepublic sector has been “ an antipahy to large bureaucracies and the structured
planning of services” (Taylor-Gooby and Lavson, 1993: 1) as quated by Boyne M any
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sectionsof central goveanment departments have been divided into ‘Next Steps’ agenci es.
As Gray and Jenkins (1993:16) agque, “a fundamentd tenet of the Next Step
philosophy ...is tha agencies will be better eble to serve their clients or customers. This
assumption is based onthe argument that smdler, more clearly identifi ableorganisational
units will attrad a more motivated and committed staff that will take a grester inteest in
the recipients of their services. This will result in performance improvements & local
authorities”.

There has also been a move away from large organisations in loca government. The
biggest loca authorities in theUnited Kingdom, the Greater London Council and the six
Meropditan councils, were aolished in 1986 and many of their powers transfared to
snaler councils. Similarly, most of the large Scattish regional councils and Welsh
oounty councils were &bolished in 1996. Thdr responsibilities have been taken over by
‘unitary’ authorities which, thegovernment a gues, will opeaate at amoreloca scdeand

thereby be moreaccountable, respongble and efficient (Boyne and Law, 1997).

Sme nmunicipdities have exaellent measurement sysems, but many are gill unsure of
whether they ae progessing because their executives and managers do not have the
measures necessary to undergand how their municipaity works, how it is performing,
and why it is performing as it is. Managers in these municipalities are forced to make
decisions based on subjective information, anecdotal evidence, and belids about what

drives results none of which are accurde.

A review conducted by Becket (2000) shows that countries such as the US, UK, New
Zedand, Austrdia, Canada, Israel, Finand and Sweden havebrought about a widespread
revolution in public management by introducing pditica reforms that result in public

management becoming more marked-driven and entrepreneurid. The term “public
management” was coined as a generic label for solutions with emphasis on compdtition,
desegregation, and incentivisaion and, generally speaking, makingthe administraion of
the public sector services morebusiness-like (Kickert, 1997; Rowley, 1998).
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As a result, the quegtion of how to enhance cusomer service quality has received
oonsiderabl e atention in public management research (Milakovidh, 1998; Poister and
Henry, 1994). From acommunity peaspective, the performance of public sector services
is an integral part of community progerity. Improved service quality will make public
sector organisations more productive and less of a drag on the economy, and because of
the reduced necessity of incressing taxes, will mak e domestic industry more competitive
in the gobal maket (Cohen and Brand, 1993). Froman individua perspective, a satisfied
austomer, client, or citizen-beneficiary of thepublicorganisations will be more willingto
pay for the savices provided. Fo exarple, Furnham (1983) suggested that the
relationship baween a citizen's perceptions of government performance and his
willingness to pay taxes in podtively correlated.

24.1. The adoption of total quaity management (TQM) by the publicservice

To respond to the increasing demands from customers and to be entrepreneauria, avariety
of the public sector sevices in many countries, such as hedth care, education, social
srvices and government services, have adopted the total quality management (TQM)
philosophy and practices to enhance service qudity and improve peformance by
providing customer-oriented savices (Chi (1994); Cohen and Brand (1993); M organ and
Murgatroyd (1994); Milakovich (1994/5)). TQM is the culture of a profit-making
organisaion tha is committedto cusomer saisfaction through continuous servicequality
improvement. High service quality can increase cusomer satisfaction, reduce customer
complaints and service costs, secure greater mark et share, and attan maximum possible
profits (Pike and Barnes, 1996). T his performance management model could aso help

municipalities indea ing with the above problems.

In the 1970’'s, quaity management was identified as a magor oontributing factor to
Japan’ scompditive advantage in the world mark et and, as aresult, the Japanese model of

quality management began to diffuse into Western nations (Pastor et al., 1998). M any
more entrepreneurially oriented models such as ‘ranventing; ‘reengineging and the
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‘virtua organisation’ have been developed on the bass of TQM-based concepts.
Howeve, therdationship in thepublic sector is controversid.

Sme researcha's have found successful cases to support the effectiveness of TQM in
enhancing the service quaity of public sector services (Cohen and Brand (1993); M organ
and M urgatroyd (1994); Rago, (1994)). In addition, many writers have suggested that
TQM issuitedto the public sector for severd reasons. These reasons include the nature
of TQM itself, the nature of the publicsector itsdlf, the work cultures of theprofessionals
in the public sector, and the more problematic concept of the customer in the public
sector, dl of which may make the public sector sevices hostile to TOM (M organ and
Murgatroyd (1994); Swiss, 1992).

Cohen and Brand (1993) suggest that the suacess of TQM in profit-makingor ganisations
hinges largely on the right sandard qoerating procedures for satisfying target customers.

This research intends to help municipalities to anayse and identify the main hindrances
that coud be of magor concern when TQM and other organisational performance

management models are introduced to municipaities

25. Corporate gowernance, strategic control and risk management.

Risk, and the need to manage it, is nothing new. Hoffoman observes that Maslow
implicitly recognized risk in his famous hierarchy of needs by placing food and shelter,
both essentia to survival, on the fird rung of the ladder (Hoffman, 2002). A failure to
manage the risk of these needs not bang me can have catastrophic results, as much for
organizaions today asit was for the earlies life forms. Bernstein cites the impacts of
wars on mark ets, and storms and piracy on shipping routes as some of the mgor risks
facing and managed by our predecessors (Bengein, 19964). He dso notesthat only 350
years sarate today’s risk management techniques from decisions made on the basis of

upergition andinstind (Berngtein, 1996b)
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Seekingto understand the likdihood and impact of future events, be they favourable or
unfavourable, inorder to maximise future busness performance, isadecades old activity
by the late 1960's, Roya Dutch Shell had began to developed scenarios tha were
designed to hdp management prepae for future uncertanties. This preparation was
useful in enabling management to react more quickly to the 1973 ail crisis, for example
(Wack, 1985). In 1978 King & al (1978) were describing ‘long-range planning in terms
amilar to those used for risk management today . Here the authors discussed the need to
generate predidions of the future aong multiple dimensions (staff, produd, competition,
éc) and compae these predictions to the desired future organisaional gate, so as to
identify managament interventions required. They noted tha this planningprocesswould
not elimnate risk, but should identify and help to manage risks, thereby inaeasing
“benefit/risk raio”. In 1981 Pomeranz et al (1981) used similar words to describe
‘strategic planning. They observed that companies were incressingy engaging in
drategicplanning in an effort to better manage the “ shiftingconditions, which can disrupt
ahievement of a company’s longrang plan”. They charaderise strategic planning as a
processtha attemptsto match environmentd threatswith corporateresources, and go on
to suggest tha the auditing of straegic plans can help to define business risks and verify
that these risks have been “ appropriaely considered’. The South African municipalities
ae not immured to this risk hence the suggestion that Integrated Development Plans
(IDPs) be reviewed from timeto time.

It is noteworthy tha, athough managa's havebeen addressingrisk for centuries, aformal
definition is still not ageed. Inthe ealy 1990's a definition of opeationd risk was firg
proposed, based on what it is nat, rather than what it is. This early definition described

operational risk as any type of risk nd market-related (a risk caused by changes in asset
prices) or credit-related (a risk caused by a failure to meet payment obligations)
(Bernsten 1996b). M are recently, the influential Risk M anagement Group of the Basel
Committee on Banking Supervision has proposed amore indusive definition: “therisk of

loss resuiting from inadequate or failed processes, people, and sydems or from external
events” (The Base Committeg 2001). This research is more interested in this ddinition

of risk as the study will try to undergand as to how municipdities are managing risks
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26. Theaudting of performance measures

26.1. Therole of internal audit interms of performance management

The M unicipa Finance M anagement Act No. 56 of 2003 (M FMA) requires that the
Municipality mus esteblish an internal audit section which service could be outsourced
depending on its resources and specific requirements. Section 45 of the M unicipa
SystemsAct dipulatesthat the results of theM unicipaity’s performance measures must
be audited by the said internd audit section as part of theinternal auditing process and
annudly by theAuditor-General.

The Municipa Planning and Performance management Regulaions gipulates tha
internal audit section must on a continuous besis audit all performance and the auditing

must indude an assessment of the following:

() Thefunctional ity of the municipality’ s paformance management sy sem

(i) Wheher the munidpality’s performance management sysem complies with
the Act.

(i)  The extent to which the municipdlity’s performance measuremernts are

reliable in measuring the performance of municipalities by meking use of
indicators.

Each of the aforementioned aspects will now be looked at briefly.

Functionality

To fundion coud be defined as a proper or expected activity or duty or to perform or
operate as expected (Chambers Handy Dictionary, 2000). This could aso be applied to
the operation of any sysem such aPAM S The internal audit section must therefore on a
regular basis audit whether thePM Sdof theM unicipdity is functioning as developed.
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Compliance

To comply can be defined as to act in the way that someone else has commanded or
whished (Chambers Handy Dictionary, 2000). In thisresped it is clear that the legsl ature
wishes to ensurethat the M unicipality’s PM S complies strictly with the requirements of
the Systems Ad, Reguations and theM FM A. T hiscompliance check would require that
the M unicipdlity’s internal audit unit, at least on an annud basis, veifies that the
Municipdity’sPM S complieswith the said legal requirements.

Reliability

To rely could be defined as totrugt or dgopend (upon) with confidence. Rdiability in the
oontext of PM Srefersto the extent to which any performance measures reported upon
oould beseen asbeingreiable e.g. if the performance target was to build 500 houses and
it isreported that the target has been met or exceeddl, it must be esablished whether the
information is factually correct or only an edimation or even worse, pumoseful
misrepresentation. Undertaking ardiability audit will entail the continuous verificaion of
performance measures and targets reported ypon. Thiswill requirethat the M uniapality
s in place a proper informetion management sydem (electronically or otherwise) so
that the internd audit section is able to acoess information regularly and to veify its
oorrectness (PM S Framework Vantage 2005).

The Municipdity’s interna auditors must submit quartterly reorts on the audits
undertaken to theM unicipa M anager and the Audit Committee.

26.2. Audit Committee

The MAMA and the M unicipal Planning end Pefformance M anagement Regulations
require that the municipal council establish an audit committee consisting of a minimum
of threemembe's, wheae the majority of members are not employ ees of themuniapality.

No Councilor may be a member of an audit committee. Council shall aso appoint a
chairperson who is not an employ ee.
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The Regulations gives municipalitiesthe option to esablish a separate performance audit
committee whereas theM FM A provides only for asng e audit committee. The operation
of this audit committee when dealing with performance management is governed by
section 14 (2-3) of theRegul ations which require that the audit committee must:

e review the quarterly reports submitted toit by theinternd audit unit

e review the municipaity's PM'S and m&e recommendations in this regard to the

Council of the M unicipality

e a lesst twice duringafinancia year submit an audit report tothe munidpa Council

In order to fulfil their function a paformance audit committee may, according to the
MFM A andtheRegul &ions,

e communicate direaly with the council, municipa manager or the internd; and

external audtors of the municipality concerned;

e access any municipa records containing information that is needed to perform its

duties or exa ciseits powed's;

e request any relevant personto attend any of its meetings, and, if necessay, to provide
information requested by the committee; and

e Investigate any mater it deems necessary for the performance of its duties and the
exercise of its powves.
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27. Integrated dewelopment planning and performance management sysem as
required by the Act

The Sygems Act requires tha the municipdity must, through integrated development
planning establish a development plan for the short, medium and longterm. These plans
will needto:

e Assessthecurrent gate of development in the municipd area, identifying vulnerable
and margindized citizens and communities

e Formulate along term vidon for the municipd area over, for example, a 20 year
timdrame

e Develop drategies and a set of municipd priorities for the term of office (5 years) to
take the municipal area closer to the long term vision. Strateges as to how to use
avalable resources and interna transformation priorities, that woud enade the
municipality to deliver on its other priorities, should be identified.

e Devdop a Medium Term Income & Expenditure Framework (M TIEF) tha will
inform the resourcing of the implementation of the 5 yea plan

e Align annud budgestotheM TIE- and IDP

e Sat performance measures and tar gets for the priorities inthe IDP

A good modd for performance in loca government in South Africa should thus

acommodate:

e Messures for identified developmenta outcomes based on identified needs and the
longterm developmenta vision for the municipal area
e Mesmure for service delivery straeges and priorities to effed the achievement of

devdopmenta outaomes
e Messure for instituiona transformation priorities and the management of resources

to enablethe service ddivay straegies
e Messures rdating to the financial strategy of the organization and itsM edium Term

Income and Expenditure Framework.
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The model should enable locd govemment to continuously assess needs dof citizens and
communities, whether these are being addressed, whether service delivery strateges are
being fulfilled and whether they are having the desired impact on these develgpment
outcomes. In other words a good mode should not only tell the municipdity whether its
“doing things right” that is fulfilling its service delivery strateges, but aso whether it is
“doing theright things” which iswheher it Srategies and policies ae having the desired
efect.

28. Generd issuesrelating to performance management

The following is some general issues related to performancemanagament that needs to be
taken into consideration in implementing the PM S of theM unicipality :

28.1. Annual review of the performance management system

As gate earlia, one of the functions of the audit committee is to on at least an annua
besis, review the PM S of the Municipality. It is envisaged that afte the full cycle of the
annud review and reportingis complete and the audit committee has met & required; the
internal audit section will compile a comprehensive assessment/review report on whether
theM unicipality’s PM S meetsthe sysem objectivesand principlesas set out and whether
the system conmplies with the Sysems Act, PMS Regulationsand the M FMA. Thisreport
then nesds to be considered by the audit committee and any recommendations on
anendments or improvements to be made to the PM S, submitted to the Council for

oonsideration.

The M unicipa Sysems Act requires the Municipdity aso annudly evauate its PM S.
The review undertaken by the audit committee and its recommendations could seve as

input into this wider municipd review of the PM Sand it is proposed tha after the full
oy cle of the annual review is complete the Municipd M anager will initiatean evduation

report, taking into acoount the input provided by depatments. The report will then be
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discussed by the M anagement Team and finally submitted to the Council for disaussion
and approval.

28.2. Integrating PMS with the Cauncil’ sexisting management cycle

International best pradice indcates that PM S sand the best chance to succeed if it is
integrated with the current management cy cleof theM unicipality. The pumpose of such a
gycle would be to gude the integraion of important processes such & the draegc
planning or development process interms of the IDP methodology, the annua budget
process and the formd process of evaluating and assessing Council’s performance in

terms of the approved PM S and this framework.

29. The cas for modelsin performance management

What isa model ?
A performance management model is a centra aspect of framework for performance

management. A framewvork for a peformance management sysem conssts of largely

two componerts:

How does performance get managed?

The “How” of performance managanent dludes to the set of activities that need to
happen to manage performance, clarity as to when they will happen, who will conduct
them and wha will the consequences be. These activities relate to the planning,
monitoring and review of perfarmance

What gets performance managed?

This relates to the agpects of performance around which the organization plans monitors

and reviews. T hese aspects of performance should besufficient in tdling asto whether an

organizaion isperformingwdl. M easuring solely aset of financia indicators or whether
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an organization has been training its stdf is insufficient in teling whether the

organizaion isperformng well.

210. What makes a good model for the measurement of loca government

performance in South Africa?

Palmer Development Group (2001) recommends a se of principlesand criteriafor a good

model for peformance management in South Africa local govemment. They

recommended a set of principles and criteria that are centra in informing a critica

evaluation of avail able models Theseprinciples and criteriafor areshown below:

Table 1 Principles and criteria for a good modd

Principles Criteria
1.Simgicity Is themodd dmple and accessible to al potentia users?
2. Rdevane Is the modd and its ctegorization of performance aress rd evant to locad government in South

Africaand rdevant to the lives o citizensin municipd aress?

3. Holism ad
Integration

Doesthe modd fecilitee integraed planning and management?

Does it holigicdly and comprehensivdy reflect the priarity performance areas of a
municipaity?

Doesit catch dl priority performance aress of locd government?

Doesit sufficiently accommodate outcomes, outputs processes and inputs?

Doesit sufficiently capture qudlitative and quantitative ind cators?

4. Alignaed to the
IDP

Doesthe modd capturethe long term vison and devel opment outcames of the IDP
Doesit accommodate the serviceddivery strat egies and priorities of the IDP?

Does it capture the institutiond transformation, resources management and finandd
manajement priorities of the municipaity?

5. Objetive and
Reigble

Doesthe Modd rely on objective and reliable messures?

8. Diegnodic e Will the modd assist municipdities in identifying ares of poor performance aad
determining causes of poor performance?
e Willthe modd tdl uswhether we are “ dang thingsright” and “ daing the right things™?
9. Rdiability e To what degree can themodd be cascadal to fundiona aress and departmerts?

T o what degree can themode be used inempl oyee performan ce managemert?

(Source Palmer Develgpment Graup; 2001)

211. The Tad Quaity Model

The foremost goa of orthodox, business-oriented TQM is to aggessively satisfy

austoma's by meetingand exceedingtheir expectations and, as a result, enhancing their

perceptions of an organization’s quality (M organ and M urgaroyd, 1994).
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At its core, the TQM approach serves to gecify the sandard operating procedures of
every agpect of work that evay relevant individual in the organizaion fdlows in order
oontinuously toimprove production quality a every sage of value chains (i.e. frominput,
through transformation, to ouput) (Cohen and Eimicke, 1994; M organ and M urggtroyd,
1994, Pike and Barnes, 1996).

These standard operating procedures include:

e How to conmunicate closely with customers to identify and undersgand what they
want and how they define quality,

e Howtowork withsuppliers to ensure correct supplies for work processes, and

e Howto andyze work processes continuously to reduceprocess variation (Cohen and
Brand, 1993; M organ and Murgatroyd, 1994).

Through group and interactive processes, empowered employ ees and managers together
oonstantly analyze wha target customers want and how to redesign work processes at the
input and transformation sages of vdue chains. Aslong as work processes at the input
and transformaion steges can be standardized, the quaity of outputs (services and
products) will be consistent (M organ and M urgatroy d, 1994).

The consistency in outputs has been shown to be positively related to cusomer service
quality perceptions. Thus, the degree of job standardization is an essentid basis for

implementing TQOM successfully and, thus, for continuously improving service qudity .

In research into profit-making organisations, job standardisation has bean shown to be
capable of narrowing the gap in service quality peceptions between service providers
and cugomers (Paraswraman et al., 1991). Job dandardisation can lead to congruent

service quality perceptions because it helps to diminate uncertainty and vaiability in the
austome value creation processes (Klein, 1991 as quoted by Chi, 1994). This uncatainty

and variability can be attributed to the differences in contact-employees competence,
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abilities, or behaviours. With specific and by-the-book rules, job standardisation helps to
diminate variation in aspecific task that ispaformedby different enploy ees (Cohen and
Brand, 1993). The Minister of Provincial and Loca Government when meking
amendment to the Municipd Performance regulaion for municipal manages and
managers diredly acoountable to municipa managers suggested the chapter 4 which
provided the franework for competency requirements and basic job descriptions for post
of the above incumbents in local govenment.

The podtivereationship between job description and qudity is supported in research into
profit-maeking organisadions. Howeve, this reationship may nat be gplicable to the
public sector because of the following differences in between the public and private
sectors (Chi, 1994). The first charaderistic of the public sector that may inhibit TQM
goplication is the limited commitment and the lack of continuity of top managersin the
public sector savices. Because politics works against longterm leadership and mission
gability, the tumover of top-level managersisrapid in many public sector organisaions.
As a result, top managers of public sector services cannot be cortinuoudy invaved in
improving quality management with sing eminded commitment. This is also true for
South African local government less than 50 percent of municipal manage performance
oontracts have be renewed afte five years in office.

Howeve, this research would suggest that alack of commitment by top-level managers

to service quality should be considaed as a confounding variable of the reationship
between TQM and service qudity .

Secondly, mog public sector agendes produce savices rather than goods. Because
srvices are labour intensive, it is difficult to make the ouput uniform and the service

quality concept is difficult to define (Morgan and M urgatroyd, 1994; Swiss, 1992;
Wilkinson et a., 1998). However, Rago (1994) argues that, with a deployment flow

chart, service ddivery processes can be dandardsed. Sandardised savice delivery
processes lead to the effectiveness (Wilson, 1989) and uniformity (Fitzsimmons and

Ftzsimmons, 1994) of outputs and, as a result, improve customer service quality
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perceptions. In terms of the definition and measurement of service quality, the
FRVQUAL scde developed by Parasuraman et al. (1993), has been shown to be valid
and reliable for measwring savice quality in the private sector. But for the municipal
managers and those reporting to them this is difficult in the sense that municipa
managers are expected to manager stekeholde of which it isdifficut to standardise their

jobs.

Thirdly, public sector organisations have traditiondly focused less on outputs than on
inputs and processes far severa reasons. This may include, for example, that outputs are
politicaly debaable and diffiault to measure(M organ and Murgatroyd, 1994;; Wilkinson
é al., 1998). As aresut, employeesin the public sector sevices have fewer incentives
than those in profit-méking or ganisations to achieve cost reductions, operating efficiency,
and effective paformance. However, Rego (1994) suggests tha awell-designed process
management with well-defined peformance goas is condudve to performance
improvement. One of the distinctive features of job descriptions isto spedfy distinctive
performance indicators (Cohen and Brand, 1993). By strictly following standard
operating procedures, employ e=s can achieve goals st by the organisation without undue
dfficulty. This provides employees with incentives to do jobs more éficiently and
efectivdy. This is true for enployees reparting to Section 57 enployees but it is not
possiblefor sedion 57 employees to dick to job desaiptions

Fourthly, gven the earlier problem of traditionally being focused reldively less on
output, public sector services have fewer incentives to become customer-oriented
(Milakovich, 1994; Morgan and M urgatroyd, 1994; Wilkinson & al., 1998). Further,
uncertain and inconsisent goals resulting from politica consideraions make bath the
definition of the customer and the specification of standard operating procedure dfficult
(M organand Murgatroyd (1994); Swiss, 1992). It isfurther suggests tha thisisthesinge
most important problem in applying TOM to the public sedor because pleasing
austome's is TQV’s mog important principle. However, Rago (1994) suggests that the
unit of analysisin public sector service quality research should be measured within the

individual depatment rather than acrass the whole organisation, because each depatment
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deals with a far more unambiguous sector of the organisation’s cusgomers. The research
in this dissertation follows Rago’s suggestion and will argue that eech municipadlity in a

family of municipalities should have more clearly defined customers

212. The Three Es
Major features

Local government inthe UK isstatutorily required by the Audit Commission to report on
national set indicators, as abads for comparison with other municipalities. The modd for
performance management put forward by the audit commission was the three Es:
Economy, Efficiency and Effectiveness (Pdmer Development Group, 2001). Before
understanding the three Es it is important to undersand a sample sysgems modd. Any
process has inputs, a se of activities or processes, outputs and outcomes. In addition,
inputs have cods related to them. If the set of activities is regarded as a black box, then
inputs ae wha goes into the process, outputs are the products of the process and
outcomes are the effeds or impact experienced as aresult of both the products and the
process. The economy is seen to be the ratio of input to cost. Efficiency is seen as the
ratio of output to input and effectiveness is the ratio of outcome to output. Additionaly,
oost effectiveness is often seen as the overdl ratio of outcome achieved to cos. The
mgjor features of the 3Es modd are shown in

Fgurel

Figure 1 TheThree Es Modd

[ Economy ] [ Efficiency ] [Effectiveness]

Cost Inputs Outputs Outcomes

(Source: Pdmer Devel opment Group, 2001)
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A general critique of the 3Es

Despitethe terms economy, efficiency and effectiveness having been used since the early
1980s they remain poorly undestood and areoften given varying interpretaions (Rogers,
1999). In his 1833 book On War, Kal von Clausewits dedared, “The first task of any
theory is to claify terms and concepts that are confused.... Only after agreement has
been reached regarding terms and concepts can we hope to consider the issue easly and
dearly and expect othe's to share thesame viewpoirt...” (Paul Nivan, 2004: 145).
Reaching “ agreement on termsand concepts” is not as easy as it sounds, egpecially when
oonsidering the meaning for most commonly used words English Language With tha in
mind this makesit difficult to consider this model for any public sedtor organization.

213. The Macdm Baldridge Awards (USA)

The M dcolm Baldridge National Quality Award is an anua award to recognize US
companies, who apply for the awards, for business excel lence and quality achievement.
Martinez, M onor and M ontesinos (2001) as quoted by DPLG Best Practice Guide (2003)
e the purpose of these awads is to promote awaeness of quality as an incressingy
important element in competitiveness, undersandingof the requirements for performance
excellence, and sharing of information on successful performance strateges and the

benefits derived from the implementation of these strateges.

The Badridge Awards criteriaare composed of seven categories which represent amodel
for performanceas shown in Figure 2. They are:

Leadership

Strategi ¢ Planning
Customer and M arket Focus
Informationand Andysis

Human Resource Focus
Process M anagement

N o g bk~ 0w DN

Business Results
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Fgure2 TheBaldridge mode

2 .
Sraegc HmenResource \
Plaming Veregaent

1 7
leadkship t <— t Bisiess Rslts
'\ 3 5
Qstorer & Process
Marlet Focus Manegerrernt
6
Informati onand Arelysis

(Source:Bddrige Nationa Quaity Program, 2006)

According to Figure 2 the first three categories, Leadership (Category 1), Strategc
Panning(Category 2), and Focus on Customers, and M arkes (Category 3), represent the
leadership triad. These Categaries are placed together to emphasize the importance of a
leadership focus on draegy and austomers. Senior leaders must set organizational
drection and seek future opportunities for the orgaization. Staff Focus (Category 5),
Process M anagament (Category 6), and Organizational Performance Results (Category 7)
represent the results triad. The organization's staff and its key processes accomplish the
work of the organization that yields the peformance resuits. All actions point toward
Organizationa Performance Results which include customer, financial, and operationa
performance results, including staff results and public responsibility. The process

followed in assessment is very similar to that of the SAEF.

214. The EFQM maodel (Europe)

Smilarly, in Europe, the European Foundation for Quality M anagement (EFQM )
development the European Quality Award withthe same intention as the Baldridge
Awards An alternativemodel called the EFQM M odd for Business Excellence as
developed. This, accordngto Wilkison and Dele (199) intended to show tha customer
satisfaction, employ eesatisfadion and impad on sodety (stakeholder satisfaction) are
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achievedthroudh leadaship driving policy and strategy , themanagement of people
(employees), and the management of resources and processes, whichwill ultimately lead
to improved/excedlent businessresults The BFQM mode isshownin

Fgure 3.

Figure 3EFQM Modd for Business Excdlence

Policy and Srategy Impact

204 Society
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Customer and Customer
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Management Satisf action
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(9%) (9%)
I I
Resources and Supplier and
Informétion - | Partnership

Management Performance

(6%) (3%)

Enable's (50%) Results (50%0)

(Source: DT GA Best Prectice Guide 2003 ) _ )
The South African Excellence Foundation recently developed the South African

Excellence M odel, which it daims incorporates the best of the BFQM and Bddridge
Modds. Their main aspiration is to “manage and encourage continuous performance
improvement through the use of their model so as to primarily enhance South Africa's
doba competitiveness ranking” advocate van der Watte, van Wijck and von Benecke
(2000).

Major features

The South African ExcellenceM odel is based on thefollowing premise (van der Watt, at
d, 2000):
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o Customer Satisfaction

e People Satidaction

e Impact on Society

e Impact on Supplier

e Partnership Performance

To themthisisthe resut fromthe following drivers:

e Leadership

e Policy andstrategy

e PeopleM anagement

e Rexurces

e Information and Processes

This leadingtothe ultimately excellence in Business Results

Imilarly to the European and American equivalents, the SA excellence model hes the
avard g/dem associded with it that recognizes the best peforming organization
according to criteria set to theabove categories. Organizations undergo a sdf-assessment,
by scoring themselves according to the set aiteria, periodically. A pand and an annual
avard then audit high scoring organizaions that apply for awvardsthan decided

The greaest strength of this modd is apparent fromthe intenational uniformity of focus
aeas and criteria. These dlow internationa benchmarking with other organizations to

both measure and foste compée itiveness.

215. TheSouth African Excellen@® Modd

Abrief history

The South African Excellence M odd was developed by the South African Excellence
Foundation in 1997.This mode is a combination of two modds, that is the Macolm
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Bridrige and theEFQM models. It uses a performance as theframework for assessng the
‘excellence’ of an organisation as shown in

Foure4.

Fgure4: SAEFPerformance Exalence Modd

L ™ Poligy& Strategy ™ B ™ Impact on Sodety [
E
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Management S Patnership
Performance

(Source: PAmer Group. 2001)
The mode focuses on the important enablersrequired to produce the necessary reaults. It

oonsists of 11 criteria which are linked by the principle that: “ Custome Satisfaction,
People Satisfadion, Impact on Socidy and Supplie and Partnership Performance are
achieved through leade ship driving policy and Strategy, People Management, Customer
and Market Focus, Resources and Information Management and Processes leading
ultimately to excell ence in Busness Results.”

The enadblers are assessed by consideing bath the goproach followed and the extent to
which it is deployed in the organization to achieve continuous improvement. The
goproach must be gopropriate systematic, planned, constantly reviewed and improved,
and an integra part of the way things are done (i.e part of the organizationd culture).
Results are measured according to theexcel lence of the results achieved and the scope of
the results.
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The SAEF uses bath an award scheme and a self-assessment mechanism. There are 3
levels of awards based on the number of points scored and a number of categories. The

aurrent categories are:

e Regional Awards within SADC (Suthern African Deveopment Countries)
e Public sectar awards, mainly within health and education and local govenment
e Nongovernmenta (NGO) Awards

Applicants haveto prepare areport addressing each of the assessment areas. Theregoort is
scored by certified assessors, who lig the aeas requiring confirmetion & well & note
drengths and areas for improvement. Areas for confirmation are addr essed during the site
visits by the asessors. Following the site visits a presertation is made to a panel of
judges, who decide which of the organizations winners are. Each organization receives a

feedback report detailing their strengths and areas for improvement

To date only one organization, viz. Honeywell, has succeeded in winning the highest
level of award (Gail Packerm 2000).

216. The BdancedScorecard Model

Orignsof theBaanced Scorecard

In 1990, Kaplan and Norton led aresearch sudy of a dozen companies exploring new
methods of peformance measurement. Theimpetus for the study was a gowing belief
that financia measures of performance were indfective for the modern business
enterprise. The gudy companies, aong with Kaplan and Norton, were convinced that a
reliance on financial measures of performance was dfectingtheir &ility to create value.
The group disaussed a number of possible adternaives but settled on the idea of a
scorecard featuring performance measures capturing activities from throughout the
organizaion-customer issues, internd business process, employee activities, and of

oourse sharehdder concerns. Kaplan and Norton labeled this new tool the Bdanced
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Sorecard and later summarized the concept in thefirst of three Harvard Business Review
aticle, “The Bdanced Scorecad- M easures that Drive Performance” (K aplan and Norton
1992: 71-79)

Over the next four years a number of organizations adopted the balanced scorecad and
achieved immediate reaults. Kgplan and Norton disoovered that these organizations were
not only using the scorecard to complement financial measures with the drivers of future
performance but were also communicating their strateges through the measures they
slected for therr Bal anced Scorecard.

What isthe Bd anoe Scorecard?

Niven (2001:14) describes thebalancead scorecard as carefully seleded set of quantifiable
measures derived from an organization’s draegy. He seesthe messures selected for the

scorecard represent atool for leaders to use in communicatingto employ ees and external
gakeholders the outcomes and performance drives by whidh organizations will echieve

its misson and drategic objedives. A simple definition, however, cannot tell everything

about the balanced scorecard. The balanced scorecard is shown in
Figures

Fgure5 Kaplanand Norton’'s Bdanced Scorecard

Financial
Perspective

A

Customer
Perspective

Grow th and Learning
Perspective

Vison

Internal Process
Perspective

(Source: Niven, 2002)
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e Thestraegy and pdicy arecorred
e Resources ae spent appropriately
e Intemal processesyidd reaults, and
e Theimpact on the society

It also rdies on customer survey s as tools for measurements.

Fgure6 Figure Kaplan and Norton’s revised Balance Scorecard for the Public Sector

Financial Custom(_ar
Perspective Perpective

Internal Business
Perspective

T

Growth and Learning
Perspective

(Source: Niven, 2002)
Figure 6 shows an adapted and improved verson for the public sector.

The city of Charlotte has managed to cascale its corporae scorecard to al functiona
aeas, which have developed their own departmental scorecard that aign tothe corporate
scorecard. Thae has also been evidence in the private sector where the coporate
scorecard has been translated into persona soorecard for management staff (Niven 2003)

As part of the evolutionary processes, a number of practitioners and academics have
proposed versions of Baancad Scorecard specific to public sector organisations. It is
commonly observed that the srategicpriorities for public sedtor organisation are diff erent
from those in the privae sector. Public sector organisations are usually less focused on
financid results (Smith, 2000; Irwin, 2002) as quoted by Marshall a a 2003, and also
reflect adifferent nation of vdue. Some authors argue that the Balanced Sorecard in its
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arigina form is approriate to the public sector and a useful tod to manage drategy
(Smith, 2000; Piotrowski & Rasenbloom, 2002). Others suggest tha Balanced Scorecard
should be modfied to reflect the different characteristics of the public sector. These
proposed modificationsfall into two categories:

e The addition of new pergectives( Provost & Leddick, 1993; Potthoff et al, 1999;
Zelman et al; 2003)

e Themodification or re-ordering of the origina perspectives (Rimar, 2000; Hefalk,
2001; Irwin, 2002)

Overdl, these suggestion changes are focusad on the modification of, or addition to, the

traditional pergpectives to which measures are dlocated. The following is the

performance management model devdoped and implemented by the City of Cgpe Town

(TLC) from 1999 to 2000, not to be confused with the new Unicity also called theCity of

Cape Town.

Fgure7 City of Cape Town’sPM Modd

Quality of Life Perspective

= B=

Service Delivery Perspective

Service Delivery Perspective mcuﬂ’

Service Delivery Perspective

(Source: DPLG, 2001)
This is an adgpted Baanced Scorecard modd for the (then) city of Cape Town

Municipality .
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2.16.1. An assessment of the models,

These models ae very usefu organising tools for performance measurements. They
become even more usdul in the absence of aframework that setsindicators and targets
up front. (Where an organisation hasset its own indicators and targets in the absence of a
framewark, the information it gains is only useful to assess progress in those areas for
which indicators were set). These modds are consigent with the performance
measurement framewaork outlined in the Ad. The framework says that in measuring
performance, municipdities need to look at:

* Inputs (resources, financial perspective)

=  Qutputs(results service ddivay pergective)

= Qutcomes (impact, cusomer satisfaction, growth, quality of life)

Figure 8 below may beuseful as an integrated model for measuringperformance.

Fgure8 A suggested modd for local government in South Africa

Resource Service Clty
Manage ment Deivery Development
Perspective Perspective Perspective

Governance Process Perspective

i L 1 Process
The Municipal Organisation I ‘

(Source: DTLGA, 2003)
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Table 2 A Criticd Evaluaion o performance modds usingprinciplesand criteria

Three Es SAEF Balarced Scor eard

Smplicity Notions of efficdency and econamy  Too mary areas to prioritize some | The customer merspective iscamplex
may prove too abstract fo public focus such as Leadeship, Policy | when uncritically applied in the public
interest. and Strrategy can became camplex | sectar

at the levd o actual indicatorsor
criteria.

Relevance Its relevance to SA local The primay driver of perfomarce | The primay driver o perfamance is
goverrment is reduced by the lack is  competition  with  other | the achievement of the mission and
of equity and equality . organisations  using similar | vision for which the organisation is

criteria. accouwntable.

Holism  and | It igrores citizen participation and It is a complete catch-all for all | The categories of the scaecard are a

Integration how processes ae undertaken. possible priorities areas. The orly | catchall if a wider definition o

Only quantittive KPIs  not

qualitative information.

outcome that it measures is
satisfaction of stakehdders.

custamer is accepted.

Aligned to the
IDP

Other camporents of the IDP sich
as the ingtitutional transfamation,
resource management andfinarcial
maregement priorities can find it
difficult to finda home in the 3Es.

BEM architecture daes not assst

organisations in the execution of
taskrelated to the IDP.

The Balanced Sorecard perspectives
can ke used to implement the IDP by
liking the indicators to key
perfamance aeas by means d
obj ectives

Objective and
Reliable

Different interpetation of corcepts
such as dficiercy o cost-
effectiveness can introduce a lack
of objectivity and reliability.

It is difficulty to findng ol ective
and reliable measures for
leadershipand policy and strateg .
It would dso be neessary to full
understand exacty what sdf-
assessmert means in reality, to
assess the overall ohectivity and
reliability of themodd.

The Balanced Scorecard relies on
clearly stated ofjectives and measures
that are olj ectiveandreliabe.

Diagnostic

It dlows diagnosis of casual
prodems relating to  poor
perfamance. Its measurement of
outcomes and outputs, efficiency
and effectiveness, it will be well
posiioned to tdl the municipality
whether it is “doing things right”
and “doing the right things’.

BEM is diagnostic asessment tool
that would enable an arganisation
to assess its perfamance
obj ectively against a number of
internatiorally recogrised criteria

BEM can tell the municipality
whether it is “doing things right”

but may rot be able  tell whetrer
it “ doing the right things’

Explicit  linkeges  between  the
categories can pove useful fo
diagnosis of poor perfamance. It
requires strategy to be mapped, clearly
showing the lirkages between facus
areas in each categay. This is
particularly useful in identify ing causd
factarsin poor gerfamance

Reliability

Can be cazadd up to def@artments
and functional aeas. But to
empoyees can be criticized as
being reductionist and mechanistic

There is o evidence to evaluae
the applicability of te excellence
model to be cascaded

The Balarced Scorecad can be
cascaded.

42




217. Concluson

This chepter brings together various schools of thought on performance management
gystems. It hichlights the legslative mandate of South African municipalities with
regards to performance management. Literaure on the experiences and approaches to
performance management sysems adopted by other countries in the world is also
discussad. The attention of the reader is drawn to those issues at the core of risk

management and performance management at organizational | evel.

The Integrated Development Planning (IDP) is disaussed in an effort to show the link
between performance managament systems and municipal strategy. It is in this chapter
where some i mportant concepts are defined, explainad and aritically analy sed in ddail. In
additionto this performance management models areintroduced and analysed in order to
show their relevance toloca circumstances.

43



CHAPTER THREE: RESEARCH METHODOLOGY

3.1 Introduction

One of the mog important aspects of research in business and managemert studies, isto
decide on an appropriae starting poirt for the research and on the conceptua framework
o reseach straegy within which the evidence will be collected and analysed (Reamenyi,
Williams, M oney and Swvartz 1998: 120) Dedding on where to stat and esablishing the
basic franework for the research is frequently challenging and can present considerable
dfficulties. In this chagpter, al the steps and reasons for adopting particular choices are
outlined.

3.2 Sampling techniques

Sampling designs can be divided into probahility and non-probability sampling desi gns.
In a non-probahility sample, the probability that a particula unit will be included in the
sample is unknown (Ghauri a al 1995: 74, Leedy, 1983:200) .For the purpose of this
research purpaosive sampling techniques were used. The researcher decided to collect
evidence by targeting all municipd managers in KwaZulu Nata. The municipa
managers in terms of the Sysems Act are the accounting officers in the municipalities
and are hence not only able torespondto al questions in the questionnairebut are on the

overal respongble for what the muniapality does or failstodo .

Initially, all 286 municipdlities in Suth Africa were considered. However, this was
deemed to be practicaly impossible given the limited resources. One assumption is tha
the mgor chall enges facingmost municipalities in South Africaarelikely to besimilar in
dl provinces irrespective of location. Inthisstudy dl the 61 munidpalities in KwaZulu-
Natal were selected. KwaZulu-Natal has one metro, 10 district municipdities and 50
loca municipdities. Given this digribution, it is true to say that the province of
KwaZulu-Natd is a representaive sarple of South African municipal structures. Added
to this is the geographica digribution whereby municipalities occur in both rura and

urban pats of theprovince when compared to other provinces.



33. Datacdlection

A first distinction in deta collection is that between secondary and primary daa sources.
Sconday data is that which is ollected by others for purpose, which may not
necessarily be amilar to other patentid users Primay daais original data colleaed for
the research problem at hand (Ghauri, at al 1995:54). Data sources may also classfy into
various categories. The most common categories ae observation, sef-reporting (aso
caled “indirect observation”), archival sources and physicd sources (M outon 2001: 99).
For thissudy, primary and secondary datawas used.

Each municipdity was provided with an dectronic copy of an Exce questionnare
(spreadsheet with five sheets) through e-mails that were sent to al municipa managers.
The questionnare was supported with aletter explaining thepurpose of thestudy and the
manner in which it was to be eectronically completed. In cases where problems were
encountered, explanations were given over the phone In essence thereasons for usngthe
e mail sysem were:

e M aost municipa managers have computers in offices and at home
e Biasisremoved astheregpondent is nat influenced by thepresence of an interviewer
e Regpondent could adminiger thequestionnaire intheir own time.

The main disadvantage with the above method is that some of the muniapa managers
ae computer illitaate and could not use the

Excd programme. To overcome this arrangement was made with the municipa
managers’ secreary toproduce aprintout.

34. Questionnairedesign
There are basically twooptions for gaheringdata, either one uses an existing instrument

o designs and constructs a new one (Mouon 2001: 100). In this gudy, an existing
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instrument from the PricewaterhouseCoopers Peaformance Improvement Through
Business M anaggement was used. Thisparticuar instrument is used to do a hedth check
of an organisation. A revised version was used to address issues that relate to the
municipal environment. As indicated earlie the questionnaire was in a spread sheet
format with five shests and each with broad positivdy phrased saements. The
respondent would then complee by way of ticking from a scale of oneto five.

34.1. Thelikert scae

In gatheing the data for this gudy, repondents made choices to gatements on aLikert
Sale ranging from Strongly Disagree (1) to Strondy Agree (5). Developed by Rensis
Likert, Likert scales ae usdul tods for ganing insight into respondent’s fedings,
opinions and attitudes (Likert, 1932). Although they offer the advantages of measuring a
range of responses, Likert scales suffe from two basc problems. First is the tendency of
some responderts to assume aneutrd or “fence-sitting’ position on some or al, issues.
The second isthe difficulty in determining the reldive strength of conviction for each
response, as the response values of 1, 2 3, 4, 5 ae ordind rankings with no
corresponding interval and ratio scaes. Seleding a survey goup composed of municipal
managers who also serve as accounting office's in the muniapality effectively minimized
the first problen. Under normal circumstances they are not supposed to be certain on
most issue that concern management contras. M unicipa managers are responsible for
developing the structure, straegy, policies, management informaion sysems and the
monitoring medhanisms for the orgaization. The second problen was addressed hy
accepting the ordina nature of the responses, and applying gatistical analysis focused on
location of response. Due to the discreet nature of the observdions, the data were
ummarized as counts occurring in varous caegories of municipalities.

35. Negotiating entry intosurvey area

The targeted respondents wee contacted through the Department of Traditional and
Local Government Affairs KZN. The KwaNaloga Office, which is the association of
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municipalities in KwaZulu-Naal, was used to provide al municipd contact details. The
association asssted in introducing the researcher to municipa manage's during the
preparation metings. The meetings were useful for purposes of edplaining the
guestionnaire to the respondents given that they were going to be circulated through
email. During this sesson the respondents were given the opportunity to ask questions

regarding the study aswell as specificquestions in the questionnaire

The questionnares weae subsequently disributed by e-mail. Each questionnare was
accompanied by alette explaining thepurpaose of the research and instructions on how to
oomplete it. Tdephonic and/or facsimile communications was aso done as and when
necessary for purposesof further explainingto the repondents’ ary hitches encountered
in completing the quegtionnaire or pats thereof. Upon completion the regponderts were

expectedto e-mail or fax back the responses.

3.6. Administration of thequestionnaires

After meeting the municipal manager a the KwaNdoga meeting the quesionnaire was
edited and checked by Senior Public sector consultants from the private sector
organizaions and chief directors in the Depatment of Traditiona and Locd Government
Affairs in KZN. The questionnaire was then pre-teted with five munidpa managers
from different municipdities. Pre-testing provided the opportunity to assess such things

& clarity of theingrudions and quegtions, the covering | etter, the comprehensiveness of
the coddcategories chosen for the pre-coded questions, the quality of the evidence and

the ability to paform meaningul analy sis of the evidence obtained.

The survey alowed survey paticiparts to rank their gpinions on avariety of positively
phrased gatements on a five-point scae rangng from strongly dissgreement to srongy
ayreement. Severd of the survey statements were linked to othe statements, usually

providing a reciprocal view of the same issue. This linkage was designed to test the
urvey participants commitment to a specific response distribution, and therefore
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minimize the possibility of misleading responses generated by reading too much into a
dng e statement.

3.7. Advantages and disadvantages of usng questionnaires

The man purpose of a questionnaire research is to obtain information that cannot be
eesily observed or that is not available in written or computerized form. Data from the
questionnaire survey isthen used for one or more of the following purposes— desaiption,
explanation, and hypothesis testing (Remenyi a all 1998: 150). In this cese the
questionnaire was used to identify internd hindrances that explain the fallure of
municipaities to select a suitable approach to performance management system.
According to Brynard and Henekom (1997:41) errors of using questionnaires may be
found when cdlected data is andyzed. The following are the general sources of error
(Bless and Higson- Smith 1995:144-146):

e Vagie definitions and faulty hypathess: This leads to inadequate or inaccurate
collection of informeation.

e Inadequate design and planning of the research project: This means tha all possible
variabl es are not identified, or important factors are overlooked.

e Sampling, erors: These arors occur when the sample is not representdive of the
population.

e Imperfection in the research instrument: For example, using leading questions and
unfamiliar vocabulary .

e Intaviewer bias: The ddiberate incomrect recording of the informetion, or the
interpretaion of answers according to theresearcher’s own views.

¢ Regpondert bias: Giving false information on purpase. Should the resear cher detect a
respondent is giving fase information he or she should, by means of sructured
guestions, try to oltain thetruth.

e Andyd biss: Misintempretation of answe's, computaiona errors, and projecting own
expectations and prejudices in thepresentation of results
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e Researcher bias: The beiefs of researchers as well as their own politica rdigious

andracid atitudes could and underlyingrole in their resear ch.

In attenpting to dea with the above the researcher made use of the Depatment of loca
Government KZN reports to the M EC as submitted by the municipdlities in tams of
Section 6 of the Systems Act which suggest tha municipality shoud repart to theM EC.
The report wasusedto confirmor refute someof theresponse in case of inconsistencies’

38. Variable description and andys's

This research lagely rdied onrelated questions that were used to esablish consistency in

responses.

3.8.1 Variabe desaiption

Respondents answered questions grouped under the following broad categories: control
environment, |DP objectives and risk, internal controls, management information system
and monitoring. Respective questionsin thesebroad categori es were then used to test the
perceptions of the municipa managers Ultimately the responsesto specific questions and
gve an indication of the condstency in theresponses in terms the gven munidpality,
category of municipdity and the geographical location. A consistent response by
municipaities gperating under similar conditions may mean that thereis no diff erence in
terms of the interventions that are neaded. The implication isthat the municipalities have
a common problem and may need a more or less Smilar uniform approach in dedling
with thehindrance. In essence it means a common approach to performance management
oould be possible. A negative response to related aiteria also means tha the problem

identified is truein all respects.
3.8.2 Descriptiveanayss

Descriptive gatigical analysis was used to esablish most hindering negetive criteria on

each broad statement. The assumption is that proportions do matter in terms of assessing
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the extent to which a particudar hindrance affects the suacessful implementation of a
particular organizationd performance management sysem. The most negetive criteriain
each broad category were further andlyzed on the basis of other issues, geogrgphica
location and themuni cipal category.

4.4 Limitation of the study

The limitation of the gudy isthat only the municipa managers and those repotting to
them were the main source of information. The othe stakeholders were not interviewed
eg unions. While it is good to get the view of those in power, aproblen could arise
when they start protecting themselves.

Although the questions were ructured such that each question would leed to the next,
the number of questions may have been too many to respond to, for some municipa

managers who in the end did not respond to dl.

45 Concludon

The province of KwaZulu-Natal refl ects the gpread of municipalities in South Africa. All
categories of municipdities as suggested by the Municipd Structures Act exist in this
Province The researcher made sure that each peaformance management criteion is
tested against these categories and against the geographical location of the munidpality
in order to test for validty and consistency.

The author is confident tha the methodology used in this sudy resulted in findings that
may be used to help municipalities think about thdr intema environment and internd

oontrols before embarking on the process of measuring thar performance in addition to
helping them identify monitoring mechanisms that could be used to help them meet the

expectations of the Audtor General interms of performancemanagement.
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CHAPTER FOUR: ANALYSIS AND INTERPRET ATION OF DATA

41. Introduction

This chepter discusses the key findings of the study, organizational performance
management sysems in KwaZulu-Naal’s municipdities. The findings are based on 40
responses from senior munidpa menagers. This represats about two-thirds of all
municipalities in the provinee with all categories represented as per the M unicipa
Sructures Act. The managers wer e presented with positively phrased quegtions onissues
that address organizationa peformance management and sysems. The researcher chose
to use the Likert scale to record reponses This scale can record ranges in varying
degrees of intensity. The scde consisted of a chedlist with the checking being done
dectronicaly on a variable s e from strongy disagree (1) to srongy agree (5). The
assumption is that theview of the managers represents theview of the municipdity as

whole since municipa managea's ar e the only accounting officers of the municipalities.

The disaussion of results ispresentedin 5 broad categories:-

e The Contrd environment, which establishes the founddion for the interna control
system by providing fundamenta discipline and sructure

e Integated Development Plan (IDP) which addresses objectivesetting risk
identification and assessment and planning.

e Control activities which address the issues of pdicies, procedures, and practices tha
ensure management objectives are achieved and risk mitigation strateges are carried
out.

e Management Information System (MIS which enables management to assess
wheher the Municipdity is operating as desired, identifying opportunities or
problems and assessing changes and

e Monitoring which is the assessment of contrd sysems and mechanism to report
defidencies.

51



The andysis pus emphasis on the most hindering ariteria expressed as aproportion of
perceptions. The assunption is that not morethat athird (30 per cent) of the municipd
managers should express negativity on any asped. If more than 30 per cent of the
municipal managers fed negtive on any criterig that particular criteia should be
oonsidered a major hindrance to organizaiona performance and therefore worth
anayzingin greater detail.

4.2. Control environment

The control environment is assessed on the basis of fourteen criteriathat principally focus

on threebroad positivesatements. T hese broad statements ae as fdlows:-

e Themunicipdity organization structureiscondudve to the effedive management and
control of the business.

e The assignment of responsibilities and delegation of authority supports effective
management and control

e Resources committed to the municipa activities are commensurate with activity
levels.

The findings are reported and discussed based on the most negative criteiato find the
hindering criteriato organizationa performance.
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42.1. Foundation for theinterna control system

The figure 4.1.1 shows the proportion findng tha the control environment does not

establish the foundation for internal control.

Figure 9 Proportion finding that the control environment does not establish thefoundation for

internal control
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The respondents are negativeto al the critaia within the broad statement on resources

committed being commensurae with activity levels They are 65 per cent negetive on

human resource, 60 per cent negativeon physcal and finanaal resources, and 50 per cent

negative on training of staff. On the assignment of respongbilities and the delegaion of

authority 45 pe cent of the repondents are negative meaning job descriptions does not

oontain specific ref erence to control related respongbilities. On the other hand 425 per
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cent of the respondents are negativeto the fact that limits on individua’s authority are

determined and specified in writing. From thesurvey 47.5 per cent of the respondents are

negative on the criteriareferring to knowledge and <ill andysis required to perform the

job.

Figure 10 Propartion o negative, positiveand neutral responses onthe control environment
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Figure 10 shows theproportion of negative, positiveand neutral responseson thecontrol

environment. On the broad statement about the assignment of responsibilities and

delegation of authority 50 pe cent of the respondents are neutra on criteria regarding

incompaible management responsibilities and areas of authority being seyegated. The

aurvey also shows tha 40 per cent of the regpondents ae neutra on delegaion of

respongbilities and authority to staff with apprqoriate levels of competences and

experience.
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Figure 11 Dominance of most hindering criteria on the control environment
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Figure 11 shows the hindeing aiterion that is mod dominant on the control

environment. Out of three criteria anayzed that is managers and supervisors having

aufficient time to be effective, job descriptions referring to responsibilities, and
knowledge and skills adequately anayzed and job descriptions produced and

communicated. Out of al the above criteria there is no criteria where the respondents
where nmore negative.

55



42.2. Contrd environmentin relation tomunicipal category

Table 3 below shows findings on the control environment in relation to the category of

municipality .

Table 3 Sufficiency of time by managers and supervisorsto carry out control regponsibilities by

municipa category

Manage's and supevisors
have sufficient timetocany

out control responsbilities Category Total
Metro District Locd
strongly dsagree 0 1 7 8
.0% 12.5% 22.6% 20.0%
disagree 0 4 6 10
.0% 50.0% 19.4% 25.0%
Unsure 1 1 6 8
100.0% 12.5% 19.4% 20.0%
Agree 0 1 7 8
.0% 12.5% 22.6% 20.0%
strongly ayee 0 1 5 6
.0% 12.5% 16.1% 15.0%
Total
1 8 31 40
100.0% 100.0% 100.0% 100.0%

Table 3 showsthat 625 per cant of the digrict municipa repondents are negativeto the

aiteria manages and supervisors have time to carry out control while 41 per cent of the

local municipal respondents are negative to the criteria. Repondents’ comments suggest

that the negativity is explained by the numerous workshops and corferences that

managers haveto attend at nationa and provincia offices.
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Table 4 Sufficiency of physical resources alocation by municipal category

Physicd resources allocation Category Total
is aufficient Metro Didrict Locd
strongly disagree 0 0 8 8

0% 0% 25.8% 20.0%
disagree 0 3 13 16

0% 37.5% 41.9% 40.0%
Unsaure 0 2 3 5

0% 25.0% 97% 12.5%
Agree 1 3 6 10

1000% | 37.5% 194% 25.0%
strongly agree 0 0 1 1

0% .0% 32% 2.5%
Total 1 8 31 40

1000% | 1000% | 1000%  1000%

Table 4 reflects on the perceptions regarding the dlocation of physica resources by

dfferent types of municipdities. From the suvey 67.7 per cent of the loca

municipalities’ respondents are negative on this aspect. In dgrict municipaities there is

an evendistribution of those that are negativeand pasitive at 37.5 per cent.

4.2.3. Control environment and geographic |l ocation of munid pality

Table 5 reports on the perceptions of managers with respect to the availability of

knowledge and skills required to perform paticular jobs adequately. The availahility of

such knowledge in turn feeds into the ability of the municipality to produce, anadyze and

communi cate respective job descriptions.
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Table 5 Knowledge and skills required to perform job adequately analyzed by location

Knowledye and skills regured to Rural/Utban Total
performjob adequady andyzed Urban Rural
strongly disagree 2 11 13
10.5% 52.4% 325%
disagree 4 2 6
21.1% 9.5% 15.0%
Unaure 2 1 3
10.5% 4.8% 75%
Agree 7 4 11
36.8% 19.0% 275%
strongly agree 4 3 7
21.1% 14.3% 17.5%
Total 19 21 40
1000% 1000% 1000%

Table 5 shows that rurd respondentsare 61.9 per cent negetive to the criteria; knowledge
and skill to peaform jobs adeguately have been analyzed. While urban municipalities’
respondents are 31.6 per cent negdtive to the same criteia. This indicates that the

hindrance is dominant in rural municipdities.

Table 6 Human resourcesallocation by loation

The hurren resources al ocaionis Rural/Utban Total
sufficient Urban Rural
strongly disagree 2 9 11
105% 42.9% 27.5%
disagree 12 3 15
63.2% 14.3% 37.5%
Unsure 2 0 2
105% 0% 5.0%
Agree 3 5 8
158% 23.8% 20.0%
strongly egree 0 4 4
0% 19.0% 10.0%
Total 19 21 40
1000% 1000% 1000%
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Table 6 reports the sufficiency of human resources dlocated by location. From the
urvey 73.7 per cent of the urban respondents are negative and 57.2 per cent of the rurd
respondents are negative to the criteria that alocation of human resources is sufficient.
From this finding the comment coming from the rura municipalities was tha rurd
politicians are not irterfering so much with the recruitment process as in urban
municipalities.

4.2.4. Discusson: control environment

Control cannot be posponed until the work has been completed and the results can be
compared with the aims, indicators mug be found that will reflect that progress is being
made along the corred route. If a deviation occurs, the indictors must warn thet it is
occurring. In this manner, timeous waning is given that the aim will not be achieved if
the current course is mantained.

In terms of the new vision of developmental loca government, municipdities had to
change the way they provided servicesand move awvay frombeing adminigrators with an
over emphasis on regulation and control to improving the lives of their citizens. This
necessitated reviewing the effectiveness, efficiency and economy of municipa
organizaions in terms of howv they provided services and determining whethe staff
employed are empowered to do the work. The municipdities were then required to
review their structures and developed new organogams as well as conducting a skills

audit and implementingastruaured human resourcedevelopment programme.

With regards to the control environment it is clear that mos municipdities do have
organisaiona gructures, which appropriatdy reflects the nature of the M unicipalities
operation. The problen seems to be on management that show the lack of knowledge
and experienceto meet their control and other responsibilities. Asthelegidation requires
municipalities to review their structures and develop new Organogam and conduct the

kills audit most municipalities seem to havedeveloped thestructure but no skill analy sis
was dore.
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Having developed the structures the survey found that the assignment of responsibilities
and delegation of authority to supports effective management and control was not
properly done. The researcher concludes by sayingthese areas seem to be a probem to
dl municipalities as they havenot ye developed job descriptions and mogt of them are
not even sure a to whether the incompatible management responsibilities and aeas of

authority are segregated or not.

On theissue of resources committed to the municipa activities & to whether they are
commensurate with adivity levels could help in understanding where the problem is.
Understandably so the issue of resources could nat be dealt with over- night but this
comes out as the biggest hindrance from the respondents athough the DTLGA has tried
to intervene but it seems as if its intervention is on project bases which ae not
austainable. Theconclusion isthat municipalities need moreresources for them to operate
dfectivdy they need both physical and human resources. Resource aone could not help
if thereis no drategic direction from the senior leadership of the municipdity. From the
aurvey the researcher found that in both rura and urban munidpality’s staffs is not

properly trained to deal with developmenta challenges of themuniapalities

43. Integrated dewelopment plan (IDP)and risks

This pat of andlysis aldresses objective-setting, risk identification and assessment, and
planning In thissectionthe anay sis will be based onthree broad staements and there are

& follows:

e |IDP sobjedives properly established and communi cated,
e Objectives and relaed pans include messurabl e performance tar gets and indicators;

and
e Sonficant risks facing by the municipality in the achievement of its objectives
properly identified and addressed.
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Figure 12 shows theproportion finding that the IDP and Risks do not address objectives
setting, risk identification and assessment, and planning.

Figure 12 Proportion finding that the IDP and risks do not address objective setting, risk
identification, asessment and planning
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43.1. Objective-stting and planning

Regarding the broad statement that IDP objectives are properly edablished and
communicated to support the organization's overall objectives, 50 pea cent of the
respondents are negaive to the aiteria that individuals and the goup geeradly
understand their role with regards to achieving organizationa objectives In tams of

objective-setting, baancing the needs of stakehdders and baancing the risks and
opportunities, 35% of the regpondents were negative about these aspects.
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On the broad statement on objectives and rel @ed plans includng measurable performance
targets and indicators 45 per cent of the respondents are negative to the criteria that
assumptions are periodically validated. The other negative peroeption relates to the
reviewing of oljectives and plans in the ligt of opeating performance and changes (43

per cent).

On the significant risks faced by municipdities 59 per cent of the respondents are
negative to thecriteriathat individuds or the group undersands the level of acoeptable
risks, negative on actions to mitigate risks (55 per cent) and aso negative onthe aspect of
identifying therisk associated with esimating the significance of impact and assessment
of suchan impact (50 per cent).

Fgure 13 Proportion of tatal responseson IDP and risks
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Figure 13 refleds the proportion of tadal responses on IDP and Risks. Fromthe survey 33
per cent of the reppondents are neutral to the criteia that assumptions in the plan are
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periodicaly validated, while 30 per cent of the respondentsare neutra on the critaiathat
actions to mitigate such risks have been determined.

Fgure 14 Dominance of most hindering criteria for IDP and risks
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Figure 14 shows the dominance of the most hindering criteriain rd ation to the IDP and
risks. The extent of dominance is exdrapolated on the bass of tha criterion for which

municipa managers identify as mos hindering. The issue then is, of the magor
hindrances, which dominates the other through and through. T he criteria are as follows:

e Eveay individua and group in the municipality undergands their role in achieving
the objective (50% negeative)

e Risk identification and assessment performed for each significant function (53%
negetive)

e Identification of risks estimating the significant of impad and likelihood of
occurrence (53% negetive)

e Actions tomitigatesignificant risks determined (55% negetive)

e Individua or group undergandingof acceptablerisk (59% negaive)

From the above the cgpacity of the individual or group to understand acoeptablerisk is
seemindy the mgjor dominant hindrance.
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4.3.2. Sgnificant risks facedby munidpalities

Table 7 presents the extent to which indviduas and the entire municipa group
understands acogptablerisk by the location of the municipality .

Table 7 Understanding of risk by municipal location

Individual and group in muricipality RuralUtban Total
understand acceptabl efi k Urban Rural

strongly disagree 2 12 14
10.5% 60.0% 35.9%

disagree 6 3 9
31.6% 15.0% 23.1%

Unsure 8 3 11
42.1% 15.0% 28.2%

Agree 3 1 4
15.8% 5.0% 10.3%

strongly egree 0 1 1
0% 5.0% 2.6%

Total 19 20 39
1000% 1000% 1000%

Table 7 shows 75 per cent of the rurd respondents have negative perceptions on the risk

aiteriawhile 421 per cent of the urban respondents are neutral.

From the comment section of the quedtionnare the respondents indicated that
municipalities do not have a capacity to deal with risk issues. Someof them were ableto

indicatethat they are unable to attrad qualified intenal auditor to dea with risk issues
faced by municipdities The intervention by nationd govemment was seen as a Sgn of

hopeinnoda municipdities.
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Table 8 Deter mination of actionsto mitigate significant risksby location

Ganifica risks have Categry Totd
been deaemined Méero Didrict L ocd
strongly disagree 0 0 10 10

0% 0% 323% 25.0%
disagree 0 3 9 12

0% 37.5% 290% 30.0%
Unsure 1 3 8 12

1000% 37.5% 258% 30.0%
Agree 0 2 4 6

0% 25.0% 129% 15.0%
Total 1 8 31 40

1000% 1000% 1000% 1000%

Table 8 showsthe peragptions of managers on the ability of muniapaditiesto determine

ations to mitigate significant risks by location.

Interms of didribution by municipa

category, the Metro isunsure whilg 61.3 per cent of the local municipality and 37.5 per

cent of the district respondents are negetive on the issue. Thereality is risk issues can not
be dedt with haphazardly. The geneic risk management methodology suggeststhat in

order tobe ableto deal with risk five $eps need to betaken. These ae risk identification,

analysis of the root causes, measurement of likdihood and impact, mtigation and

monitoring (Andersen & a 2003).

Table 9 Risk identification and assessment by municipal structure

Risk identification

The structure appropriately reflect nature of themunicipality's

and  assssment for operations Total

significant function Positive Negdive Nettral

positive 13 7 1 21
48.1% 77.8% 25.0% 525%

negdive 8 1 0 9
29.6% 11.1% 0% 225%

neutral 6 1 3 10
22.2% 11.1% 75.0% 25.0%

Total 27 9 4 40
1000% 1000% 1000% (}/OOOD
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Table 9 illustraes the identification and assessment of risk for significant functions in
relation to the appropriateness of the munidpal structure for its operations. The table
shows that 48.1 per cent of the repondents ae positiveto bath saements As indicated
earlier municipalities were negative on the issue of risk idertification yet ae positive on
this one This illustration possbly confirmsthe useand influence of conaultantsin the
development of municipa dructures and hence explains the variation in the two
gatements.

Table 10Role understanding by municipal type

Everyindividud and Category Totd
group wnderstands their
role Metro Didrict Locd
strongly disagree 0 1 8 9
.0% 12.5% 25.8% 22.5%
disagree 0 2 9 11
0% 25.0% 29.0% 27.5%
Unsaure 1 3 7 11
1000% 37.5% 22.6% 27.5%
Agree 0 1 7 8
0% 12.5% 22.6% 20.0%
strongly agree 0 1 0 1
.0% 12.5% .0% 2.5%
Total 1 8 31 40
1000% 1000% 1000% 1000%

Table 10 shows the peceptions with regards to the undersanding of roles in achieving
st objedives by munidpal category. The repondents fromM etro ae neutral whilst 54.8
per cet of the rurd respondents are negative on the same. The analysis suggests a
gtuation where job descriptions are developed and yet are not understood especidly in
Mero. The loca municipalities on the other hand are dill battling in developing job
descriptions which define the roles of individuals and group with reped to achieving
organizaiona abjectives.

4.3.3. Discusson: Integrated develgpment plan (IDP) and risks

Panningfor the activities of different departments, functional aress or business wnits is

tightly linked to the IDP. The performance of these depatments functiona areas or
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business units can be managed in term of their business plan, provided that the
methoddogy of the business plan is coherent with, if not the same as, the modd being
adopted for paformance management of departments, functiona areas and busnesses
units (Pamer Development Group 2001). So it is necessary for the individua and group
to undesand their rde in implemerting the IDP and business plans. The only way
individuals and group could understand their role on these grategc documents will be
through development of job descriptions.

With the introduction of budgeting by objedives, it will, in fact, be expected of every
government department and its subsections to set dear aims. The ams and objectives
must beformulaed and announced in such amanner that they are understood by the staff
members who must achieve by means of theactionsof individual gaff members, such as
the head of a division, section or office who must in turn depend on the contribution of
individual subordinates The behaviour of individualsis therefore the decisive factor to be
influenced by control. For this resson, the aims and objectives must be linked to
individuals (or posts). The erthusiastic cooperation of the individua mugs be obtained
(Roux 1997:157).

From the survey, respondents are negative to the fact that objectives are understood by
individual and groups in the Municipdities. This could lead to a problem in the
municipalities because they oould develop a performance management system that is
informed by objective of which those objedives are not understood by individual and
goups in the municipaities. From the survey it is also clear that the very same
abjectives setting do not balance the needs of the sakeholders, and balancing the risks
and opportunities. The White Paper on Local Govemnment (1996) proposed performance
management together with IDP and public participaion, as important tool central to the
notion of developmenta loca government. This suggests that even those municipalities
that do have arganization peformance management sysem the very sysem could not

work becauseit is not informed by public involvement.
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From the survey, objedives and plansare not reviewed in light of operating performance
and change. This seemsto be aproblem in most municipalities eventhosein urban areas.
Althoudh the IDP is reviewal periodicaly by the munidpalities as required by the
Systems Ad but what is nat clear is that assumptionsare not vaidated.

Organisaions need to identify risk implications, the associaed cortrols (if any), arating
of the risk as low, medum or high based on their perceived impact to the organisation
and probability of ocaurrence identification of aress requiring further investigaion or

anay sisand possible sdutionsto any control gap (Andersen at all 2003).

From the survey, significant risks faced by muniapadlities in the achievement of its
objectives are not prgerly identified and addressed. The key problem is around the
ations to mitigate significant risks as wdl as the underganding of what risks is
aceptable to municipaities. This on itsdf raised a question on dructure which
municipalities perceived as good but if it does not deal with risk area how can it be
regarded as good. From the survey the respondent were negative on theissue of time
indicating that they do not have time. The paossibility is that they do nat have time
becausethey have not identified risk and havenot developed strateges to deal withthem.
The researcher picked up fromthe survey that thisis nat aquestion of ether rurd/urban
municipality most have not identified risks estimating the sgnificance of the impact and
the likelihood of occurrence. The conclusion from this is tha municipalities must pay

dtentionto thisarea, especidly because the Suff turnover atthe senior levd is high.
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44. Control activities

The control ectivities deal with policies, procedures and practices that ensure
management objectives are achieved and risk mitigation straeges are caried out. The
discussion of control adivitiesrelies on two broad staements, namdy :

e Poliaes and procedures have been established to support the business organization’s
objectives and mitigate identified risks.

e Adauate management and supervision adivities.

This broad staement will be discussed on thebasis of the most hindering criteria.
Figure 15 shows the proportion finding that control ectivitiesare not carried out.

Fgure 15 Proportion finding that control activitiesare not arried out

32d
32c
32b —
8 Negative
o] 32a @ disagree
g 31d B8 strongly disagree
31c
31b —
3la
o 10 20 30 40 50 60
3la 31b 31c 31d 32a 32b 32c 32d
8 Negative 32.5 42.5 40 45 55 32.5 37.5 55
@ disagree 10 7.5 5 17.5 12.5 7.5 10 is
8 sirongly disagree 22.5 35 35 27.5 a42.5 25 27.5 40
%
3la = Control activitiesproperly doc, updated cam & approved Ra = Quality assurane framewakin place
3lb = Control activitiesdesign corsider olj e,risk, size & complx b = Mngtencourage staff to camply with CA
3lc =Appliccontrolsinplace: obsrving, comparing & checking ¢ = Reguar reviewsreflects current changes
31d = Control activitiesformat adequate d = Rewad & punigment g/ stem in place

The study shows tha 45 per cent of the respondents see an inadeguacy in terms of the
format of polides, control procedures, regponsibility, and scope of the same. Equdly,
42,5 pa cent of the respondents are negative with resped to the criteria that control
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ativities are being designed in cognizance of objectives, riks, nature, size and
oomplexity of the operations. In terms of theexistence of applicable contrd activities, 40

per cent of the regpondents arenegative on this asped.

On the broad statement regarding adequate management and supervision adivities, 55 per
cent of the reponderts have negative perceptions. However, the qudity assurance
framework (induding policies, procedures and practices) and reward and punishment
systemis not inplace. This is not suprising because the respondents weae negative on
the adequacy and format of pdicies. If this is the case, it means that most municipdities

aeyet to develop controls for managing strategy implementation.

Fgure 16 Proportion of tatal responseson control activities.

Criteria

0O positive
@ Neutral
40 50 60 @ Negative
32b 32c 32d
0O pPositive 45 32.5 40 35 32.5 47.5 35 35
@ Neutal 22.5 25 20 20 12.5 20 27.5 10
O Negative| 32.5 42.5 40 45 55 32.5 37.5 55
%
3la = Control activitiesproperly doc, updated cam & approved Ra = Quality assurane framewakin place
3lb = Control activitiesdesign corsider olj e,risk, size & complx b = Mngtencourage staff to camply with CA
3lc =Appliccontrolsinplace: obsrving, comparing & checking ¢ = Reguar reviewsreflects current changes
31d = Control activitiesformat adequate Xd = Rewad & punigment g/ stam in place

The study shows that 45 per cent of the respondats are positive on issues related to
documerting, updating communicating and goproving rel ated control activities. Close to

half (47.5 per cent) of the respondents think that management genaaly encourages staff
to comply with established policies, procedures and practices.
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Fgure 17 Dominance of most hindering criteria for control activities
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Figure 17 illugrates the most domnant hindering criteria on control activities. The

anaysisis basead on four criteria, namdy that:

controls activities ae designed in cognizance of the objectives, risks, nature, 9ze and
complexity of the operations (cog and benefits)

there exists an alequate forma of objectives of policies, contrd procedures,
responsibilities, ddfinitions, scope effective dates, distribution, etc.

there existsa quality assurance franework and

reword and punishment sysem

Seemingy, thereis nodominant hindrance for these control activities.
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44.1. Qudityassurancee

Table 11 showsperceptions on the existence of a quality assurance framework as felt by
rura and urban municipdities.

Table 11Existence of quality asaurance framework by location

Qudity assurance framework isin RuralUrban Totd
place Urban Rural

strongly disagree 4 13 17
21.1% 61.9% 42.5%

disagree 4 1 5
21.1% 4.8% 12.5%

Unsure 2 3 5
10.5% 14.3% 12.5%

Agree 5 3 8
26.3% 14.3% 20.0%

strongly agree 4 1 5
21.1% 4.8% 12.5%

Total 19 21 40
100.0% 1000% 1000%

Table 11 shows that 66.7 per cent of rurd repondents and 42.2 per cent of the urban

respondents think that no quality assurance framework exists

Thefollowingtableillustratesthe same issueof quality assurance by munidpal category .

Table 12 Existence of aquality assuranceframewark by municipal category

Qudity assuranceframework Category Total
isin place Metro Didrict Locd

strongly disagree 0 4 13 17

0% 50.0% 41.9% 425%
disagree 0 1 4 5

0% 125% 12.9% 125%
Unaure 0 1 4 5

0% 125% 12.9% 125%
Agree 1 1 6 8

1000% 125% 19.4% 20.0%
strongly agree 0 1 4 5

0% 125% 12.9% 12.5%
Total 1 8 31 40

1000% 1000% 1000% 1000%
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From Table 12, 62.5 per cent of respondents from the distrid munidpalities have
negative perceptions on quality assurance compared to 54.8 per cent of those from loca

municipalities.

Table 13 furthe tests the existence of aquality assurance franework in relaion to control
activities. This analysis helps one undersand how municipalities manage quality. One
ikely scenario is tha organizations may in redity nd have a qudity assurance

framework but rather rdy on control ectivitiesto manage qudity
According to Table 13, 93.8 per ceat of the repondents have negative perceptions on

both agpects. The implication is that cortrol adivities do nd address qudity in
municipalities of KwaZulu-N&al.

Table 13Quality assuranceframewor k is in placeby applicable control activities arein place

Quadity assuranceframework
isin plae Theapplicable control activities aein place Total

Negdive Positive  Neutral

Negaive 15 3 4 22
93.8% 18.8% 50.0% 55.0%

Pasitive 1 10 2 13
6.3% 62.5% 25.0% 32.5%

Neutral 0 3 2 5
0% 188% 25.0% 12.5%

Total 16 16 8 40
1000% 1000%  1000% 1000%
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4.4.2. Discusson: control adivities

It can be accepted as ageneral guiddine tha it is the duty of the supervisor to pick up
warning signals from the control measures and to react by taking gopropriate corrective
geps. On occason, corective steps may have to be taken by a number of offidals in
dfferent divisions, sections or offices, for example, corrective steps to prevent the
progressen route to anaim beingretarded by alack of stock or personnel. Furthermore, it
must be clear what steps must be taken in respect of corrective action under paticular
drcumstances and by whom. In this regard, consideration can be given to progamme
oorrective actions that come into operation when deviationsare reported.

The firg charateristic of the public sector that may inhibit quality assurance application
is the limited commitment andthe ladk of continuity of top manage's in thepublic sector
services. Because politics works against long-term leadership and mission stability, the
turnover of top-level managers is rapid in many public sector organisations. As aresullt,
top managers of public sector services cannot be continuously involved in improving
quality management with singe-minded commitment (Swiss, 1992).

Sandard plansare operationa plans that tendto be fixed for | ar ge periods of time and are
designedto provide organisation stability . They include:

(1) Policies, or generd statements tha are guides to or chamnels of thinking and decision
making by manage's and subordinates;
(2) Procedures that establish a standing or routine method or technique for handling

recurring adivities and
(3) Rules and regulations tha state mandatory courses of action chosen from avail able
atenatives

These plans, once established, continue to gply urtil they are modified or abandoned.
They arethus fixed in nature and content (Maosley & a 199: 234). Based on the above

definition the researche concludes from the survey that, athough municipalities do have
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policies and procedures as control activities, they are not documented, updated,
communicated and approved as expected. This is happening across municipaities
urvey a.

From the criteria the controls activities designed consider the objectives, risks, nature,
d9ze, and complexity of the operations (cost and benefit). The researcher concludes that
rural and urban municipalitiesneed mare help in thisregard.

With regard to the criteria the forma is adeguate (objective of the policy, the policy,
oontrol procedures, responsibility, definitions, scope effective date distribution, etc). It

seems as if municipalities are unsure aout the forma of theabove policies

Quality is the degree of excellence of a goodor services. Quaity control isthe means by
which afirm makes surethat its goods or services will servethe purposesfor which they
ae intended. Quality dandards are deermined by the organisation's objedives (M ondy
at al, 1996:532). From the survey theresear cher found that respondents are negetive that
there is no quality assurance framework in place (including policies, procedures and
practices) in most municipalities irrespective of size It is dso not surprising to find tha
there is no regular review of the policies and procedures to reflect current changes

becausethe review arenot dorein light of paformance and change.
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45. Management information systems

The managemert informeation sy sems enablemanagement to assesswhethe the

municipality isoperating as desired, identifying opportunities and problems.

Figure 18 shows the proportion of finding that the M1S does nat enable municipalities to
operate as desired. From thisillustraion, 45 per cent of the regpondents ae negative on

the issue that management reviews and make follow ups on opeaationa reports. With

respect to exception reports, namely periodically production, review and fdlow up, close
to half of the responderts (45 per cent) expressed negative views.

Fgure 18 Proportion finding that MI S do not enable munidpalitiesto operate as desred
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Thetatd proportion of responses onMISis shown in.

Fgure 19 Proportion of tatal responseson MIS
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43c = Exception reports periodicdly produced, reviewed & follow

43d = Suitable KPIs& stats defined andrevieved regularly
4e = Necessary and reated info fa decisionmaking

Figure 19 shows that 70 per cent of the respondats are positive on the issues tha

management reviews periodic financiad statements and reports in comparison to
budgeted amounts or other financial data. Taking into considerdion the fact that the

respondents weae negaive on the adequacy of financia resources, this could possibly

explain the financia peiodic reviews.

Table 14 shows proportion of perceptions by locaion on the issue tha management

reviews and follows up the on operationa reports (fluctuaions, anayses, aging,

dgnificant transactionbal ance).

77



Table 14Review and follow up o ogperational reports by loation

Mat reievs ad follov ups the| Rurd/Uman Total
operdiond reports Urban Rural
strongly disagree 0 8 8
0% 38.1% 20.0%
disagree 3 2 5
15.8% 9.5% 12.5%
Unsure 5 8 13
26.3% 38.1% 32.5%
Agree 8 3 11
42.1% 14.3% 27.5%
strongly agree 3 0 3
15.8% 0% 7.5%
Total 19 21 40
1000% 1000% 1000%

From the abovetable 47.6 per cent of the rural respondents are negative while 56.9 per

cent of the urban respondents are postive.

Table 15reports the perceptions on management reviews and followupson operations reports on the

basis municipa aategory.

Table15 Review and follow up of operaional reports by

munidpal category

Mat revievs and follow upsthe| Category Total
operaiond reports Metro Didrict Lodd
strongly disagree 0 1 7 8
.0% 12.5% 22.6% 20.0%
disagree 0 1 4 5
0% 12.5% 12.9% 12.5%
Unaure 0 5 8 13
.0% 62.5% 25.8% 32.5%
Agree 1 1 9 11
1000% 12.5% 29.0% 27.5%
strongly agree 0 0 3 3
0% 0% 9.7% 7.5%
Total 1 8 31 40
1000% 1000% 1000% 1000%

From the Table 15, 625 per cent of the didricts repondats are unsure as to whether

management reviews and actudly makes any follow ups on gperationa reports.

This pidure is questionable gven the management level of the respondents who under

norma conditions should not be neutral.
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Table 16 examines the assumption that reviews and follow ups on operationa plans are

informed by theassumptions in theplans.

Table 16 Reviewsand follov ups d gperational reports by assumpticmsused in theplan

Reviews and follow up the| ASsunptionperiodically validaed Total

operaiond reports Negaive Positive Neutral

Negaive 9 1 3 13
50.0% 111% 23.1% 32.5%

Pasitive 6 5 3 14
33.3% 55.6% 23.1% 35.0%

Neutral 3 3 7 13
16.7% 33.3% 53.8% 32.5%

Total 18 9 13 40
1000% 1000% 1000% 1000%

Table 16 shows that 50 per cent of the repponderts are negative on both issues. This
shows tha whilst municipdities review their plans, these plans are not necessarily

informed by theassumptions made when they were aafted.

45.1. Discusson: management informatim systems

The management information systems enable management to assess wheher the
municipality is operating as desired, identifying opportunities or problems as assessing
changes. Actions in the public doman rest upon public consent, for without consent
ollective choice is deprived of legitimate authority. The learning society reguires a
oontinuous and continuing relationship of accountability within the polity. The
management task within the public domain is to enable an account to be made to the
public ebout paformance, but aso to enablethe variety of interests within the public to
engage in discourse about what counts as performance in the pursuit of public policy
(Ransiband Stewart 1994:221).

With regard to the issueof adequate management information produced and employed in
the management of the municipdity . From the survey the respondents are negativeto the
fact that managers are encouraged to determine exact information needs hence they are

unable to priorities on management information reports.
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The conclusion from the survey result is that the suitable performance measures and
datigics to andy se municipality’s adivities have not been defined and are not regularly
reviewed. This suggest that performance is not monitored aganst the targeds and
indicators identified inthe M unicipdity’s objectivesand plans.

46. Monitoring

Performance monitoring and evaluation are processes aimed at assessing the performance
of municipdities and people who work for them (municipd staff and externa
oontractors). A key éement of the monitoring and evaudion process is performance
auditing This involvesverifying that the measurement mechanismsare acaurate and that
proper procedures are followeal to evduate and improve peformance. M unicipalities are
required to submit their performance results to be annudly audted by the externa
auditor. The researcha was not able to find this report from the munidpalities while
doing the survey. The analysis and interpreaion of the reponseswould not help much
becauseon this section the possibility of being subjedive is high.
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Fgure 20 shows the propoation finding that the assessment of control sygems is

inadequaeto report deficiencies.

Fgure 20 Propation finding that the assessment of @ntrol systems is inadequate to report

deficiendes.
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The sudy indicates that 45 per cent of reponderts have a negative perception with
respect to the existenceof sufficient control activitiesfor current operations and risks. In

terms Forty per cent of the reppondernts dispute the idea tha analytica reviews confirm
smooth functioning of control activities in terms of operations and risks.
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Table 17 reports on the capecity of rura and urban municipalities to meet therr audit

objectives.
Table 17Capacity to mest audit dojectivesby location
Rural/Urban Total
Theaudit objedives for municipality weremet  Urban Rural
strongly disagree 2 8 10
10.5% 38.1% 25.0%
disagree 1 3 4
5.3% 14.3% 10.0%
Unaure 5 3 8
26.3% 14.3% 20.0%
Agree 8 4 12
42.1% 19.0% 30.0%
strongly egree 3 3 6
15.8% 14.3% 15.0%
Total 19 21 40
1000% 1000% 1000%

Accordingto Table 17,57.9 pa cent of the urban reponderts are positive that ther
municipalities have generaly been ableto meet their audit ojectives. Rura
municipalities have ahigher proportion of negative responses at 524 per cent. This

showsthat thereis aproblem in rura municipalities which ispossibly related tothelack

of resources.
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Table 18 furthe analy zesthe capacity to med audit objectives in rdation to the category
of the municipdity. Indistrid muniapalities, 37.5 per cent of the respondents disagree
that municipalities arein a position to meet their audit objectives compared to 35.5 per
cent for local muni cipdities. These regponses should however be trested with caution due
to the lack of substartid evidence on monitoring relaed issues.
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Table 18Capacity to meet audit dojectivesby municipa category

for municipdiy were| CAY Tota
met Metro Didrict Locd
strongly disagree 0 2 8 10
.0% 25.0% 25.8% 25.0%
disagree 0 1 3 4
0% 12.5% 97% 10.0%
Unaure 0 1 7 8
.0% 12.5% 22.6% 20.0%
Agree 1 1 10 12
1000% 12.5% 32.3% 30.0%
strongly agree 0 3 3 6
0% 37.5% 97% 15.0%
Total 1 8 31 40
1000% 1000% 1000% 1000%

46.1. Discusson: performance monitoring

The assessment of control sy gdems and mechanisms to report deficiencies are drawn from
these staements of thesurvey:

(1) Key control activities are functioning as intended; and
(2) Corrective ections on reported audt findings havebeen properly addressed.

From the above key statements, it seans muni cipalities areunsure about the result of the
audit tetswithrespect to control activities and whether they are indeed functioning. This

shows tha municipdlities are not confident about thar performance Related to thisis the
revelation that issues of risks ae not considered a priority areain most municipalities.

In some munidpalities the process of establishing an intemal audit unit is in progress.

Theroleof these unitsis however still not clear.
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4.7. Performance Modelsand resarch findings

A peformance management model can be defined as the gouping together of
performance indicators, sometimes based onthetype of indcator, into logcal categories
or groups (often call ed perspedives), as ameans to enhancethe ability of an organisation
to manage and analy seits performance. As such amodel provides acommon framework
for what agpects of performance are to be measured and managed. It further ensures that a
balanced set of measures that do not soldy rely on one facet of peformance are
employed and thereforenot preventative of aholistic assessment of theperformance of an

organisaion.

To achieve both the municipality’s internal requirements and the requirements laid out in
the Sysems Ad this section interrogates the broad models described in chapter 2 and
hence atempts to deermine any potentiad model/s that could possibly address the
mgjority of themost limiting hindrances identified. In summary, themodels discussed are

& follows:

e Balanced Scorecard — A widely adoptedperformance measurement framework, used
by commercial and non-profit organisations around the world (Kaplan & Norton,
1992, 1993, 1996; Cobbold & L awrie 2002)

e The South African Excellence Mode — A popular derivation of Tota Qudity
M anagement methods, used for assessing the relative quality of process performance
in for profit and non-profit organisations

e 3Es — A modd for peaformance management put forward by the UK audit
commission was the three Es: Econony, Efficiency and Efectiveness (Pamer
Development Groyp, 2001).

Table 19 uses a set of criteriato compare the aforementioned models in terms of their
aoility to address the identified hindrances The objective is to identify a patentia

model(s) for use by municipdities in KZN. From this tade it is evident that the mogt
gpropriate peformance mode is the Baanced Scorecard followed by the Excell ence
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moddl, at leed as quided by the gven criteria Any modd may howeve need

modification to addressthe unique conditionsin apaticular municipality .

Table 19A comparison o the 3 madedsbased on sdected criteria

CRITERIA 3Es | SAEF | BS

I. Contrd environment, which establishes the foundetion for the intend
ontrol system by provid ng fundamenta disdpline and structure.

The Municipdity organisation drcture is condudve to the effedive v
management and @ntrol ofthe business

The assighment of resporsibilities and deegation of autharity supports v
effective management and ontrol

Resources committed to the Munidpd activities are commensurate with v v
ativity levels

Il. Integyated devdopment plan (IDP) and risks addressss objective-
Ftting, risk identifcation and assessment, and planning.

IDP's obectives properly established and communicated to support v
organi zation’ s objective.

Objectives and reated plans include measurabl e performance targets and 4
indicators

Sgnificat risks faced by the Municipdity in the achievement of its 4

objectives properly identi fied and addressed

I11. Control activities, or the policies, procedures, and practices tha ensure
management objectives are achieved and risk mitigation drategies are

@ried ou.

Policies and procedures have been established to support business v v
organi zation’ s objectives and mitigde identified risks.

Adeguate management and supervision activities v/ v v

IV. Management information systems, which enales maiagement to
a&sess whether the Municipdity is operding as desired, identifying
opportunities or problems and assessng changes

Adequate managament information is produced and is empoyed in the v 4
management of theMunicipdity
Performance is monitored ggainst the targets and indicators identi fied in the v v v

Municipdity's .objectives and plans

V. Monitoring, asessment of control systans and mechanisn to report
ceficiencies

Key control activities are functioning as intended v v v

47.1. Discusson: findings and models

The 3Es can beused toded with issues relating to efficiency, effectivenessand economy .
Using the 3Es to deal with thecontrol environment, ameasure could be developed around
eficiency of management, effectiveness and the economics of resource use SAEF could
deal with enabling areas — resource alocation and people management. The Bdanced
Sorecard could address learning and growthissues as well as people management issues

like, job descriptions. The Balanced Sorecard modd emphasizes issues related tolinking
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measures and performance areas using objedives. In that regard it is the best model to
deal with hindrances rdated to objectives setting.

Issues of policy, procedures and practices can best be addressed using the SA EF because
this particular model uses these measures as enablers to performance. The Bdanced

Scorecard could also beused snceit covers policy issues related tolearningand growth.

Managament Information System (M1S) enables management to assess whether the
municipality is operating as desired, identifying opportunities or problems and assessing
change. This is more of aproaess issue which could be best address by the SAEF as one
of the enablers The Balanced Scorecard could also messure process in its internal
processperspedive.

When it comes to the assessment of control g/stems and mechanisms to report

defici encies dl three models could beused to measure hindrances at this level.

48. Concludon

In conclusion the municipalities in general have a mgjor problem when it comesto the
oontrol environment, which esablishes the foundation for the intemal cortrol sygsem. It
is even difficult to condude with confidence that thar strucure appropriately reflects the
nature of business opaations. The fact that the M éro is unsure aout the issue of time
when districts and locals are negative about the issue mekes it clear that municipa
leadership have very little time to dedl with administrative issues. The resources are a
hindrance as wel and understandsble s, because a substantid proportion of

municipalities a e new with no baseline information on socio economic issues.
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On the issue of objectives and riks it is clear that the initigive by the naiona
government to develop nationd key performance indicators and key performance areas
does help municipalities in mesting the legidative requirements. Municipdities however
fail to review their IDPs as operations change The sudy reveds that municipalities have
not doneanything with respectto risk identification and mitigation.

The control activities, or the policies, procedures and practices tha ensure management
objectives are achieved and risk mitigation srategies are carried out is also a problem.
The indication is that municipalities need to be assided in developing and managng the
oontrols Thisproblemof controls could be linked to the problem of resources and time to
develop them. Given that time and resources are a problem, one cannot expect the
municipalities to develop poliaes and procedure manuals tha ensure the redisation of set
objectives.

Semindy, the management informetion sysem and monitoring are not a serious
calenge. However a key dement of the monitoring and evauation process is
performance auditing. This involves verifying that the measurement mechanisnms are
acurate and that proper procedures ae followed to evaluate and improve performance.
Municipalities are required to submit performance results to be annually audited by the
municipality’s external auditor.
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CHAPTER FIVE: CONCLUSIONS AND RECOMM ENDATIONS
51. Introduction

This chagpter discussesthe condusions and recommendations based on the findings of the
gudy. Conclusions are drawn from al five broad criteria and the recommendations are
made to assist municipalities’ implement the suitabl e perfarmance management sy stem
for them selves. The recommended sructure and the interventions are informed by the

research findings.

M easuring the performance of public sector organisaions has aways been adiffiault and
oontentious area. However, with continuing pressures for accountability and vdue for
money, it is now increesingly gaining management attention. The government through
the M inigry for Provincia and Local Government have re-emphasized theimportance of
gpropriate performance measurement and monitoring sy sems through publishing the
Municipal Performance Regulations for municipal managers and manages (Section 57
Employees) in the Government Gazette number 29089, on 1% August 2006. In te'ms of
Chapter 5 of the Municipa Systems Act (Ad No. 32 of 2000), all local municipalities
(Category A, B and C municipdities) are required to, in cnsultation with the
communities that they serve, compile Integrated Development Plans (IDP's). TheIDP’s
of Locd municipdities’ plans (Category B municipalities) should be aligned with the
IDP's o the rdevant district municipalities in which they fal. District municipalities
(Category C municipadlities) IDP’s and that of the Meraopolitan municipalities (Caegory
A munidpalities) should in tum be aigned with theProvindal Growth and Develgpment
Srateg es.

A further gatutory requirement, in terms of Chapter 6 of the M unicipa Systems Ad,
requires munidpalities to develop and implement performance management sysems
(PM S's). Such systemsprovide the ideal mechanismsfor monitoring and reportingon the
implementation of IDP development objectives. It is therefore clear that local
municipalities need a performance management system that is digned to tha of the

dstrict municipdity in which they belong Performance management is, however, a
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relatively new concept at loca government levd and consequently the provincia
departments of local government have aresponsibility to empower municipalities to fulfil
their stautory obligations with regard to performance management. This includes the
submission of an annud municipa peaformance report.

This dudy identified criticd hindrances that &fect the inplementaion of ided
performance management sysems in KwaZuu-Natd munidpalities. It raises a range of
important condusions and recommendations. Thesevary from very explidt aspedsto a
range of more generd issues. From the questionnaire interviews and discussons a
number of points are worth emphasizing. T hese are preserted in the sections tha follow
and under the following headings: cortrol environment, IDP and risks, cortrol activities;

management information sy stem; performance monitoring and performancemodels.

5.2. Conclusons

52.1. Control Environment

It is clear that most hindrances in municipdities emanate from the fact that resources
committed to municipa activities ae not commensurate with ectivity levels of the
municipality. The knowledge and skills required to perform jobs adequaely have not
been analy sed and job descriptions have not been produced and communicated in most
KZN municipdities. The sudy condudes tha the control environment is nat conducive
for municipalities to paform as expeded. This hindrance is common in all municipdities
irrespedive of geographical location and category. One of the distinctive features of job
descriptions is to gpecify distinctive performance indcators (Cohen and Brand, 1993). By
grictly following standard opeating procedures, employ ees can achieve goals set by the
organisaion without undue difficulty . T his provides employees with incentives to do jobs

more effi ciently and effectively.
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52.2. Integrated Dewelopment Plan (IDP) and Risks

The study suggests tha the objectivesin the IDPs are generally compatiblewith nationa

objectives. Thisis largdy explained by the definition of municipa dbjectives by nationa

government. What is not clear is whether those objectives ae undastood by individuals
and groups within themunicipalities. This isaproblem since municipalities may adopt a
performance management system tha is informed by objedives that are not undersood
by any individual and goups within its strudures. The survey asoshowsthat objectives
setting do not balance the neads of the stakeholders, risks and opportunities. The White
Paper on Loca Govemnment (1996) proposed performance management togethe with
IDP and pubic participaion, a an important tool centra tothe notion of developmental
loca government. Theconclugon is that even in those municipalities with or ganizational

performance management sysems, there exists a need to re-develop them with the

involvement of the public, alegslativerequirement.

The notion that “ what gets measured gets done” does not apply to some municipalities.
The fact that objectives and plans are nat reviewed in the light of gerating performance
and change confirms the fact tha theidentification of risk estimating the signifi cance of
impact and the likelihood of occurrence is not done properly by municipalities as per
MFM A. M unidpalities therefore need to develop sructures and policiesthat ded with
risk issues and associaed action to mitigate significant risks that have been determined.

This is a problem in most municipalities even thosein urban areas. Although IDP’s are
periodicaly reviewed, the assumptions are usualy na validaed e.g. resource allocation.

Another obsevation is that significant risks faced by the municipdities in the

achievement of objectives are neither properly identified nor addressed. This was evident

in both rural and urban municipaitiesirrespedive of category.
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5.2.3. Control Activities

Designed control activities do not conside the objectives, riks, nature, size and
oomplexity of the operations (cost and benefits). Thereis no quality assurance framework
in place for the municipdities. As a resut, thee are no reward and punishment
mechanisms. The implication is that KZN municipalities have nat established policies
and procedures to support organisational objectives and mitigate the identified risks.
Management and supevision is not alequate to ded with municipa problems. It is safe
to therefore conclude thet thereare no policies, procedures, and practices that ensure that
management ohjectives are achieved and risk mitigetion strategies are carried out. Risk,
and the need to manage it, is nothing new. Hoffoman observes that M adow inplicitly
recognized risk in his famous hierachy of needs by placing food and shelter, both
essentid to survival, onthefirst rungof theladder (Hoffman, 2002). A failureto manage

the risk of these neads not being met can have catastrophic results, as much for
organizaions today asit was for the earliest life forms.

5.2.4. Management Information System

Municipa performanceis not monitored aganst thetargets and indicators identified in
the municipdities objectives and plans, whee they exist. There is limited produdion of

management information in maost survey ed municipdities. Municipdities thereforedo not
have adequate management information sy gems thd enable managers to assess whether

they areoperating as desired.

The M M A requires that the Municipality must establish an internal audit section which
srvice could be outsourced depending on its resources and oecific requiranents.
Section 45 of the M unicipa Sysems Act Sipulatestha the results of theM unicipality’s

performance measures must be audited by the said internd audit section as part of the
internal auditingprocess and annud ly by the Auditor-General.
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The Municipa Planning and Performance management Regulaions gipulates tha
internal audit section must on a continuous besis audit al performance and the auditing
must indude an assessment of the following:

e Thefunctionality of themunicipality’ sperformance management system.

e Whether the municipdity’s performance management sy sem conplies with the
Act.

e The extent to which the muniapality’s performance measurements are reliable in
measuring the performance of municipalitiesby making useof indicators.

5.2.5. Performance Monitoring

Municipalities are exected to asses control sygsems and mechanians to report
deficiencies. Inrura municipalities, the audit objedives are generally nat met. On this
besis it is appaent tha most municipdities do not have the capacity to dea with the
assessment of control g/ gems.

The M unicipa Sysens Ad requires the Municipaity annualy to evaluateits PMS. The
review undertaken by the audit committee and its recommendations could serve a input
into thiswider municipa review of the PM Sand it ispropcsed that after the full cy cle of
the annua review is complete the Municipd M anager will initiate an evauation report,
taking into account the input provided by departments. Thereport will then be discussed
by the M anagament Team and finadly submitted to the Council for dscussion and
gprovd.
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5.2.6. Performance Models

Given the performance modds discussed in chapte four and thar subsequent testing
against the quegtionnaire, it isclear that municipalities can not solely use one modd but a
combinaion of models are needed. The suggested models are the Business Exadll ence
M odel and the Balanced Scorecard.

53. Recommendations

The following need attention if municipdities are to deal with hindrances and manage

performance inthe mos effective and economic way.

5.3.1 Gettingdarted

Municipalities can effectively and efficiently ded with the issue of organisational
performance if they can work togethe as one entity. They must come together to dedl
with issues of organisational performance by entering into Service Levd A greaments
(SLA). For an example, local municipality x entersinto aservicelevel agreement with
the district municipality to which it bdongs. This will help them interms of economi es of
scade and scope. There nead be acknowledgment that there are advantages and
dsadvantages to this goproach. The main disadvantage is that of politicd rivary. The
main advantage is that municipalities coud develop ad implement ther digrict
municipal 1DP with minimum problems.

The other chalenge is that of designing an effective structure. This can be addressed
through the shared service centre tha is established by a family of municipalities. The
service centre oould be located anywhere within the borders of the distrid munidpality .
The service centre coud perform the following fundions: interna Audit (Risk issues),

drategic controls and strategy implementation (IDP and PMS), information
Techndogy (IT) solutions and resear ch and devel goment (soci 0-economi ¢ i ssues)
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The reasons for suggesting a shared service centre is based on thesurvey findings where
it became clear that municipdities ae confronted with the following issues: lack of
cpacity, lack of resources, strateg c issues facing the municipalities are not unde'stood
by the both politicd and administrative leadeship, significant risk faced by
municipalities have not be identified and assessed, policies are not formatted adequately

and performance is not monitored

The prgposed shared services structure coud dea with the issue of performance in
dfferent ways, to the advantage of service ddivery to the communities. Firstly they need
to deal with theissues of internal hindrances as idertified in the findings and the socio-
economic issue facingthe municipalities which will help them to develop an informed
IDP. In order to deal with the interna hindrances, municipalities should firstly collect
bese line information for purposes of developing the terms of reference for any
intervention tha address these hindrances. The municipalities need to conduct “Hedth
Checks” of al business processes and identify strengths and weaknesses in each
municipality. The Business Excellence M oddl is an ideal tool for conducting “hedth
checks” and benchmarking themunicipdlities. The fact that municipdities a e categorised
in term of districts andloca municipdities should bean advantage when doing the socio

economic survey s for IDP purposes.

The shared service unit should be ableto attract skilled spedalist who could be employed
on a contract basis to enhance service delivey. This could save municipalities a lot of
money and time

5.3.2 Dedgn of an Organisationa Performance Management System

Two management issues to beaddressed:

1 Theéfficient and efective communication of purpose and task from the heads of the

municipality tothedepartments;

2. Thereconciliation of performanceof the whole organisation against targets
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M unicipal managers and may ors should be encouraged to form a family of municipalities
with one drategic direction for the shared service centre. The family of municipdities
should identify and adopt a set of performanceindicaors tha areimportant tothedistrict
& a whole and are aso in dignment with the provincia initiatives. Both political and
aministrative leadership should give strateg c direcion through aframework of agreed
outcomeobjectives and output objectives tha relateto the whole digrict’ svision.

A shared services centre should be provided with resources and be empowered to deliver
the agreed outcomes and outputs within an agreed accountahility franework in which the
dstrict municipa IDPis central.

To deliver these outputs, a gandard Organisationa Performance M anagement System
design and desgn process must be agreed upon by the family of municipaities. The
framework should be based on the South African Excdlence Modd and Bdanced
Sorecard design principles that are described in chapter two. The agreed approach
should use a standardised, facilitated design process that will actively involve the local
municipalities’ management team and build on the work previoudy carried out by the
DTLGA Bed PracticeGuide.
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5.3.3 The process of manag ng performance

The recommended annua process of managing paformance a strategic level in the
dstrict and locd munidpality should involvethe following geps as shown below:

Fgure 21 Managng performancemanagement

1.
Performance
Planning

2.
Performance
Monitoring

6. PERFORMANCE 3.
Performance MANAGEMENT Performance
Review

Measurement

5.
Performance
Reporting

4.
Performance
Analysis

(Source: Vantage Holdings, 2003)
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Table 20 spdlsout in more detail the role of dl relevant roleplay ers in each of theabove
ges:

Table 20Roles ard stakeholders

Stakehdder

Performance
planning

Measurement and

analysis

Performancereporting
and reviews

Citizens and Communities

. Be consulted an needs
. Dewelop the long m
vision for the area

. Be gven the opportunity
to review municipal
performance and suggest new

e  Influence the indicatorsand targets
identificaion of pricrities
. Influence the choice of
indicators and sdting of
targets
Council e  Fadlitate the e  Review municipal

developrrent of a long-term
vision.

. Dewelop straiegies to
achieve vision

. I dentify prioriies

e  Adopt indicaors and
set targets

performance bi-annwely

Mayoral Committee and the
IDP Steering Committee

. Play the leading role in
giving strategic direction and
developing strateges and
policies for the organisation

. Manage the
development of anIDP

. Approve and adopt
indicators and set targets

. Communicate the plan
to other dakeholders

. Conduct the mgor
reviews o municipal
performarce, determining

where goals had o had not
been met what the causal
reasons were and to adopt
response drategies

Municipd Manager + HODs | Assist the Mayoral e Regularly moritor the | e Conduct regular reviews
Commitee in implemertation o the IDP, | of perfamance
. providing strategic  identifying risks early . Ensure that perfamarce
direction and developing e Ensue that regular | reviews a the political level
strategiesand policiesfor the monitoring  (measurement, | are arganised
organisation analyss and reporting) is| ¢  Ensure the availability of
. Manage the  happeningin the organisation | information
developmrent of thelDP . Intervere in| e Propose response
e Enare that tre plan is performance problems on a| srategies to the Mayaal
integrated daily operational bass Committee
. Identify and propose
indicators and targets
. Communicate the plan
to other gakeholders

Directorae/ e Dewlop service plans e  Measure perfamance| ¢  Conduct reviews of

Departmental Managers

for integration with other
sectors within the drategy o
the orgarnisation

accarding to agreed
indicators analy se and report
regularly

. Marage
implemertation
intervene where necessary
. Infom decisiorrmakers
of risks to service celivery
timorously

and

service performarce against
plan before other reviews
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The baance of this chapter looks at each of the steps in more detail and how they unfold
in the process of managing municipdity performance. Although the steps and wha
follows relate mainly to performance management at straegc level, the principles and
goproaches as espoused could aso be appliedto performance management at operationa
level.

53.4 Performance Planning

The peformance of theM unidpality should be managed interms of its IDP. Theprocess

of compiling an IDP and its subsequent amnual review should therefore constitute the
process of planning for performance. It should be noted that thelast component of the

o/cle is that of performance review and the outcome of such a review process must
inform the next cycle of IDP compilaion/review by focusing the planning processes on
those areas in which the M unidpality has under-performed.

53.5 Performance monitoring

Performance monitoringis an ongoingprocess wheredy amanager that is accounteble for
a specific indicator as set out in the drategic scorecard (or a service delivery target
oontained in an annua Savice Delivery Budget Implementation Pan (SDBIP)
ocontinuously monitors current performance against set targets. Theaim of the monitoring
process is to take gppropriate and immediate interim (or preliminary) action in instances
where the targets are unlikely to be met by the time of performance measurement,

analysis reportingandreview.

In the case of didrict municipaities it is recommended that the straegc
(organizational/corporae) scorecard of the Municipdity should be reported on a quarterly
besis to the Didrict Exco. Performance monitoring requires that in between the said
formal ¢ycles of performance measurement, appropriate adion should be taken when it
becomes evident that secific performance targets will not be met. It is therefore
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proposed that managers track performance trends agpinst targets for thoseindicators tha
lie within their areas of accountability in respective Depatments, a least on a monthly
besis. This will enabde them to identify performance related problens and take
gopropriate remedial adion.

It is further recommended tha each Manager should delegae to the direct line manager
the responsibility of monitoring the performance for his/her section. In essence, the line
managers should monitor on a regula basis, firstly, whether targas are aurrently being
met and secondly, thelikelihood of realizing the same targets in the future. Thee also
exists a need to undestand those factors that explain or fal to explain the level of

performance and what interimremedid action needsto be taken thereof.

53.6 Performance measurement

Performance measurement refers to the forma process of collecting and cagpturing
performance dda to enable reporting to take place for each key performance indicator
and against thetarget set for such anindicaor. Given thefact tha initialy at lesst the
Municipality will haveto rely on amanual process to manage its performance, provision
has been made in the drategc scorecard for the name of an dfficia responsible for
reporting on eech indicator (please note that this might not necessarily be the same
official accountable for performance on an indicator).

The said officid will, when performance messurement is due, haveto collect and collate
the necessary performance dataor information and capture the result againg the target for
the period concerned on the srategic scorecad and report the result to his/her M anager
mekinguse of the said scorecard after compleing thenext step (seeperformance analy sis
below). It should be nated at this stagethat for each of the soorecards of theM uniapality
two formats exist, namely, aplanning and reporting format. The planning format is used
to planand capture the performance tar gets for each indicator whilg the reportingformat
is used to capture actual performance againg targes and to report to the M anagement
Committee of that municipality.
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5.3.7 Performance analysis

Performance analy sis involvesthe process of makingsense of measuremernts. It requires
interpretaion of the measurements as conducted in terns of the previous sep to
determine whether targets have been met and/or exceeded and to project whether future
targets will be met or not. Where tar gets havenot been met performance andy sis requires
that the reasonstheredf should be examined and corrective action recommended. Where
targets have been met or excealed, thekey factors that resulted in such suacess should be

documented and shared so as to ensure or ganizationd learning.

In practice the aforementioned entails that the M anager responsible for each indicator
will have to, after cgturing the performance daa aganst targets on the straegc
scorecard, analyze the underlying reasons wty atarget hashas not been met and capture
asummary of his/her findings on the straejc scorecard. The Manager will theeafter
have to compile a drat recommenddion in terms of the corrective action proposed in
instances where a target has not been achieved and also capture this on the sraegc
scorecard. Provision has been made on the reporting format of thestraegic scorecard to
capture bath the ‘reason for the performance status (in dher words the results of the

analy sisunderteken) and the ‘ corrective action’ proposed.

The straegic soorecard as completed must then be submitted to aforma meeting of the
senior managanent team for further andysis and nsideration of the draft
recommendations as captured by the relevant M anagers. This level of analysis should
examine performance across the organization in terms of al itspriorities withtheam to
revead and capture whether any broader organizational factors are limitingthe ahility to
meet any performancetargets in addition to those aspects aready cgptured by the relevant

M anage .

The andysis of the drategic scorecad by senior management should aso ensure that

quality performance reports are submitted to councilors and that adeguate response
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drategies are proposed in cases of poor performance Only once senior management has
oonsidered the srategic scorecard, agreed to the analyses undertaken and cgptured therein
and have reached consensus on the corrective action as proposed, the draegic
(municipal/or ganizational/ corporate) scorecard can be submitted to the Digrict IDP for
oonsideration and revien.

5.3.8 Performance reporting and review

()] In-year performancereporting andreview

The submission of the drategic (organizationa /corporateimunicipal) scorecard to the
District Executive Committee (Exco) for consideration andreview of the performance of
the M unicipalities is the firg sep in the proaess of performance reporting. The first such
report isamgor milestone in the implementaion of any PM S and marks the begnning of
what should become aregula event namely using the performance report as atool to
review the M unicipality’s performance and to make important political and management

decisions on how to improve.

As indicated earlier it is recommended tha the strategic
(organizational/corporae/municipa) scorecard should be submitted to the Distrid Exco
for consgderation and review on a quarterly basis. The reporting should therefore take
place in October (for the period July to end of September - quarter 1 of the financia
year), January (for theperiod October to theend of December - quater 2), April (for the
period January to the end of March - quarter 3) and July (for the period April to the end
of June- quarte 4).

The review in January will coincide with the mid-year paformance assessment as per
section 72 of the M FMA.. Theaccounting officer must by 25 January of each y ear assess
the performance of the munidpality and report to the Council on inter dia its service
delivery performance during the first half of the financia year and the savice delivery

targets and performance indicaors asset out in its SDBIP.
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Performance review is the process where the leadership of an organizaion, after the
performance of the or ganization has been measured and reported toit, reviews theresults
and decides on appropriate action. In its quarterly reviews of the strategc
(municipal/or ganizational/corporate) scorecad, the Distrid Exco should ensure that
targets committed to in the scorecard have been met. Wheae they have not, been met,
satisfactory and sufficient reasons mus be provided by senior management. The
oorrective action beingproposed should also be suffici ent to address the reasons for poor
performance. If satisfied withthe corrective action as propcsed these must be adopted as

formal resolutions of Council, minuted and adioned accordingly .

(ii)  Annual performancereporting andreview

On an annua basis a comprehensivereport on the performance of the M unicipality also

needs to be compiled. The requirements for the compilation, consideration and review of
such anannua report ae set out in chapter 12 of theM FMA. In summary it requires tha:

e All municipalities for eachfinancia year compilean annual report.

e Theannua report should be tabled within seven months after the end of the financia
year.

e Immediately after beingtabled, the annual report should be made public and the local

community invited to submit rgpresentationsthereon.
e Themunicipal Council should consider the annud report withinnine months &ter the

end of the financia year and adopt an oversight report cortaining the Council’s

comments on the annual report

e Theadopted oversight report shoud be made public

e Theannud report as tabled and the Council’s oversight reports should be forwarded
to the Audtor-Generd, the Provincial Treasury and the depatment responsible for

local government inthe Province
e Theannua report as tabled and the Council’ s ovesight report should be submitted to

the Provincid |egdature.
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The oveasight report providesthe opportunity for full Coundl to review the performance
of the Municipdity. The requirement that theannua report once talbded and the oversi ght
report be made public similarly provides the mechanism for the genera public to review
the performanceof theM unidpdlity. It is however proposedtha inan effort to assist the
public in the process and subject to the avail ability of funding, a user-friendly citizens'
report be produced in additionto the annual report for public consumption. The dtizens’
report should be a simple, easily readable and attractive document that translaes the

annual report for public consumption.

It is also recommended that there should be an annua public campaign to invadve the
dtizens of the Municipaity inthe review of municipa peformance over and above the
legd requirements of the M unicipa Systems Act and the MFMA. Sudh a campaign

should involve dl or any combination of the following methodologes:

e Various forms of media includingradio, newspapers and billboads should be used to

convey theannual report.

e Thepublic should be invited to submit comments on the annud report via telgphone,

fax and emal.

e Public hearings coud be held in a variety of locationsto obtan input of the annua
report.

e Making use of existing structures such as ward and/or development committees to
disseminatethe annual report and invite comments.

e Hoginganumber of public meetings and road shows at which the annual report could
be discussed and input invited.

104



e Producing a specid issue of the municipa newdetter in which the annual report is
highli ghted and thepublicinvited to comment.

e Postingtheannua report on the council website and inviting input

The public review process should be concluded by a formd review of the annua report
by the IDP Representative Forum of theM unicipality.

Lastly it should be mentioned that the performance report of a municipality is only one
dement of the annua report and to ensure tha the outcome thereof timdy inform the
next cyde of performance planning in terms of an IDP compilation/review process, it is
recommended that the annual performance report be compiled and completed a soon
dter the end of a finencia year as possible but idedly nat later tha two months after

financid-year end.
(i)  Summary of various performance reporting requirements
Table 21, derived from both the legislative framework for performance management and

this PM S framework, summaizes for ease of reference and undestanding the various

reporting deadlines as it applies to theM unicipdlity :
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Table 21Reporting Deadlines

Report Frequency | Submitted Remarks
See MFMA Circula 13 of
1 Departmentd SDBIPs | Continuous Manager of D epartment Naiond Tressury for further
information
2 Monthly  budget Monthly Executive Mayar/M ayor (in | Seesections 71 and 54 of the
datements consultation with Exco) MFMA
3 Depatmentd : Only if developed separatel
orecads ® Monthly Management Cammittee fron): quartmeentd SélgBlPsy
4, Srategic 1> Auwust ...
(municipd/organistiona/ | Quarterdy Loca/District Exco Amendments by Minister of
orpor ate) Scorecard DPLG
> SDBIP — mid-year A”T‘“""”y Executive Mayor/ Mayor | Seesections 72 and 4 of the
budget and perfomance | during Jenuary | (in consultation with Exco) | MFMA
agsessment of each year
See section 46 of the
Municipd Systems Act as
6. Performance report Annudly Loca/District Council amended. Said report to form
pat of the annud report (see
7 below)
7. Annud report Annudly Locd/District Council Seechapter 12 of theMFMA

The supporting mechani smsand ongoi ng needs

The shaed savice centre needs to introduce support mechanisms to facilitae the

efective ongoing use of the new OPMS. This is an extensve exeacise in its own right.
The shared service centre also need to bepro active by making sure that it identifies key

aeas in which local municipalities would need assistance or direction, such as the

following:

o Designing management review meetings;

e Rationdising pre-existing reporting sy sems;

e Ensuringreset capability; and

e Evauating and

municipalities).

implementing software support systans (high cgacity

Because of thelarge volumes of management information to be documented, managed

and reported some of municipalities may need an dectronic method of data capturing,
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gorage and reporting. The electronic methods need to be talored to suit the capecity of
the municipadlity it is designed for. In order to deal with time constraints, management
meetings and workshops need to be mission directed. As the local municipalities and
district municipality begin to deliver various aspeds of their Loca Contribution, their

vision and objeaives will change and the fol lowing need to occur:

e Objectives will ether be achieved or will become lower priority for active
managemert;

o New objectives requiring active management will arise repladng or addingto pre-
existing objectives;

Therewill evertualy be aneal to revisit theentire framework, including the Destination

Satement (vision), to ensure tha the long term plans remain relevant. There will be a

need for the shared service centre to ramain intact to deal with al other issues

5.4 Areas of further resear ch

The critical aress that need further resear ch when using the recommendations from this
sudy areas follows:

e To identify or develop a common design approach to the Bdanced Scorecad and
Business Excellence M odd that will suit municipalities.

e Toidentify or devdop an dectronic sy sam of reporting and monitoringperformance

e To develop atraining intevention that will prepare theincoming | eadership to deal
with challenges of local government.

e To edablish an independent conflict management mechanism to ensure tha

objectives of a shared service centre are maintained.
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