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Abstract 
Quantitative research of local government financial management reform in a developing 

country, focussed on the measurement of international technical assistance contributions, 

promised to be a useful practical addition to the literature and of practical assistance to reform 

assessment. There is an abundance of public sector financial management reform literature, 

but it is most often qualitative and does not provide an analysis of the real financial impact of 

technical assistance, especially in the international public sector financial management reform 

field. Gaining an understanding of the real financial condition and performance improvements 

of target organisations, as a fundamental success measure of success, is more important than 

qualitative assessments simply of process improvement. 

South African local government financial management reform provided a unique research 

opportunity. Extensive technical assistance over many years to its municipalities, including 

some with international expert advisors for long periods, provided a research sample of 

municipalities with and without experts for comparison. A World Bank-sponsored local 

government financial management technical assistance program (known as MFMTAP), 

commencing in early 2003 and concluding in May 2008, provided a research opportunity that 

was witness to financial management outcomes prior to, during and post the program. 

Research techniques developed during the research and outcomes would be useful for 

evaluating the MFMTAP post completion, and might support monitoring and evaluation of 

similar programs in other developing countries. 

The South African National Government, recognising the need for municipal financial 

management reform, passed financial management legislation in 2003, the Municipal Finance 

Management Act (MFMA). The MFMA imposed strict budget requirements on municipalities 

to improve and maintain good financial health and avoid poor high risk practices. The South 

African National Treasury (NT) developed a comprehensive funding compliance procedure to 

test municipal adherence to the MFMA which are mainly of a quantitative compliance 

analysis nature. The test results on municipality sample of municipalities provided another 

excellent opportunity to analyse MFMA funding compliance before, during and after the 

MFMTAP to understand reform success or otherwise. 

Preliminary analysis had already indicated that ‘adapted self-survey’ Likert-type scales can be 

used to rate the funding compliance procedure and form the basis of a comparative 
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performance index, especially designed to understand MFMA funding compliance 

performance change over time (Graves and Dollery, 2009). 

The research explored associated data, including financial health assessments and election 

results, to understand if MFMTAP improvement benefits were limited by political pressure 

and interference. This is important, as to the maximum extent possible the research needed to 

thoroughly pursue alternative explanations for the data other than the MFMTAP. 

Alternatively, poor municipality financial health at the beginning of the MFMTAP may be so 

fundamental that it prevented municipalities from improving its financial performance and 

position to achieve the required level of funding compliance. 

It was initially disconcerting for the MFMTAP evaluation to learn that ‘a review of 

international experiences suggests that failures in local government finance reform are 

probably much more common than success stories’ (Boex and Martinez-Vazquez, 2006, 

p.213). The hypotheses presented in this research was that the planned quantitative analysis 

will provide a basis for concluding, success or otherwise, on the financial health aspect of 

South African local government financial management reform. 

The literature review supported the need for this research, but also provided an extensive 

record of public sector financial management reform in many countries. The literature 

displayed that there have been many local government financial management reform 

programs internationally, using various reform methodologies, and illustrating that many 

others have sought to understand techniques for measuring genuine financial management 

reform. 

The conclusions of the research revealed a balance between successful and useful findings. 

An important positive outcome was the development and enhancement of the funding 

compliance and financial health instruments. An associated positive outcome is that the 

instruments likely have international application, subject to further sampling and repeat 

analysis, especially the financial health measurement funding compliance instruments, the 

later even though it had its origins in very specific South African municipal financial 

management legislation (National Treasury 2, 2003). 

Importantly, the research also provided evidence that instruments can be developed to 

undertake quantitative assessments of the progress of financial management reforms to 

ascertain if real financial progress is achieved. 
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An especially promising outcome is that factoring can be applied to reduce the complexity of 

the 18-item MFMA funding compliance instrument. This is limited somewhat by the finding 

that confirmation would be needed by applying financial data from a later more mature 

reform period. The practicalities of the finding would be evident to governments undertaking 

oversight of municipal finances, such as the South African National Treasury and the 

provincial treasuries. When faced with the task of making legislated funding compliance 

conclusions annually, regarding hundreds of the municipalities, the task of analysing 18 items 

funding compliance items for all municipalities is daunting. This is especially difficult when 

the results are conflicting and inconclusive. Yet a two-factor analysis, developed during this 

thesis, would enable the oversight agencies, and even the municipalities themselves using a 

self-test, to quickly ascertain which municipalities are likely to be non-compliant and then 

undertake the required comprehensive analysis only on the clearly defaulting agencies. This 

efficiency improvement outcome would enable prompt advice requesting corrective action 

prior to Councils approving budgets and new property taxes and service charges being levied, 

which by this stage is normally too late to require corrective requirements. Further 

confirmatory analysis of this preliminary finding in the future, based on more mature financial 

information, would likely be welcomed by oversight agencies. 

 




