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An assessment of management skills on capital
budgeting planning and practices: evidence from
the small and medium enterprise sector

Naresh Nunden?, Sharanam Abbana?, Ferina Marimuthu?* and Naresh Sentoo?

Abstract: Budgets are a compass and guiding light for businesses. Therefore,
management and owners of small and medium enterprises (SMEs) must carry
out suitable and precise capital budgeting activities and methods to ensure
business longevity and progression. There is a high risk of SMEs failing soon after
they are found, with one likely cause being poor management skills. Thus, the
study aims to assess the management skills of the capital budgeting planning
and practices of SMEs. The objective is to ascertain the influence of management
skills and owners on current capital budgeting planning and practice. The study
adopted the quantitative method by administering questionnaires to 108 owners
and managers in the Springfield Industrial Park. The findings of the study indi-
cate that owners and managers were solely responsible for decision-making.
Secondly, owners and managers lacked the financial skills, ability to control and
lead staff. The study was limited to owners and managers in the SMEs and
therefore cannot be inferred to any other area or subject/s. Future studies can be
conducted in other regions, of which a comparative study is recommended that
owners and managers in SMEs improve their business knowledge, as well as
upskilling their financial ability in the capital budgeting process. Thus, the impli-
cations of improving owners and manager’s business knowledge will lead to
timeous, smarter, and informed decision-making. It is therefore recommended
that owners and managers take up short courses to improve computer literacy
and financial skills in business processes.

Subjects: Education & Training; Cost Accounting; Management Accounting

Keywords: capital budgeting; management skills; financial skills; computer literacy

Subjects: M10; M41

1. Introduction

Small and medium-sized businesses (SMEs) play a crucial role in fostering innovation, creating jobs,
and reducing poverty and income inequality (Dzomonda & Fatoki, 2019). A contributing factor in
many modernised countries’ low unemployment rates and progressive economic growth is the
participation of SMEs (Awad-Warrad, 2018). Small and medium-sized enterprises in South Africa
account for approximately 42% of the country’s Gross Domestic Product (GDP) and 47% of the
labour force (Moise et al., 2020).

© 2022 The Author(s). This open access article is distributed under a Creative Commons
Attribution (CC-BY) 4.0 license.
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The South African Minister of Small Business Development expressed concerns that SMEs have
a 37% probability of surviving in their first four years, with further emphasis that “Business failure
is often attributed to the lack of entrepreneurial knowledge, poor business skills, education,
training, innovation and risk-taking factors” (Gumede, 2019).

Capital budgeting has remained one of the most significant financial decision areas of most
business enterprises, including SMEs (Nguyen, 2019). Despite this, researchers are still trying to
figure out the best strategy for implementing this fundamental idea, and South Africa is no
different. As a result, it is necessary to identify the planning and procedures that are currently in
place within these organisations, with a focus on capital budgeting planning and procedures.
Planning is essential for businesses to be successful and long-lasting in this modern day.

SMEs must discover ways to increase their competitiveness, notably in terms of their capital
investment, product cost, and pricing, given the limited resources available for implementing new
progressive working methods and the ever evolving market pressure (Khurana et al., 2019). Due to
poor capital budgeting decisions, many SMEs in South Africa find it difficult to compete with larger
businesses (Imran et al., 2019).

Few studies have focused on analysing financial decision-making, derived from capital budget-
ing planning and practices, and its impact on small businesses.

Alles et al. (2021) investigated the usage of capital budgeting strategies in SMEs and the impact
of non-financial factors on the approaches that SMEs choose to use. The authors concluded by
stating that the type of ownership, age, and experience of the decision-maker are important
determinants of the capital budgeting procedures utilised by SMEs.

Siziba and Hall (2021), on the other hand, evaluated the application of capital budgeting
techniques over a period of time. Thus, this study aims specifically at the management level
who are the key principle in utilising and implementing capital budgeting planning and practices.

As a result, it is necessary to determine what planning and practices exist within these busi-
nesses, with a focus primarily on capital budgeting planning and practice. One of the most
commonly recognized capital budgeting planning (CBP) practice are owners’ and managers’
influence on capital budgeting planning and practice. Companies today require unique skills and
dedication on the part of its personnel in order to thrive in the modern world of tough competition,
coupled with the difficulties of globalisation and borderless marketplaces made possible by
technology (especially social media). These are typically found in big businesses that have the
financial resources to give their staff the appropriate training and education. Unfortunately, SMEs
lack these abilities, hence the need to consider the aspects that are disregarded in capital budget-
ing planning and practices in order to fill this gap in SMEs. Therefore, the aim of the study was to
assess the influence of management skills and owners on current capital budgeting planning and
practice within the eThekwini Springfield Industrial Park.

2. Literature review

2.1. Capital budgeting theory

This study focuses on the capital budget function. The Capital Budget Theory (CBT) is grounded on
the idea “that companies make investment decisions based on wealth maximization and increas-
ing the value of the organization” (Basch, 2017). Capital budgeting is the process by which
organisations determine which investments will generate long-term returns. Furthermore, max-
imizing shareholder wealth should not be the sole goal of businesses, as owners should have
significant autonomy to pursue multiple objectives (Warren & Jack, 2018).
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Capital investment decisions in small firms differ from those of large firms in several ways. Firstly,
small business owners are concerned not only with wealth maximization but also with maintaining
their independence, which may affect their investment selections. Secondly, access to capital may
pose an issue for small business owners, which may influence decisions regarding liquidity and
maintaining cash reserves. Thirdly, personnel constraints and a lack of investment expertise may
limit small business owners’ ability to adequately analyse investment options (Li et al., 2020).

To attain greater survival, sustainability, profitability and cost-effectiveness, companies use
capital budgeting. This brings critical responsibilities for the managers or owners of the SMEs as
their decisions regarding capital budgeting marks the future of their companies in terms of their
productivity and growth (Oyelaran-Oyeyinka, 2020).

It has been recorded that only 10-20% of SMEs undertake the capital budgeting process, and
these are mostly public limited companies, which have sufficient funds to invest in long-term
projects. Approximately 20% of the automotive industry’s SMEs have adopted capital budgeting for
taking investment decisions and dealing with the tough competition which requires investment in
advanced technologies (Burgos et al., 2020). The SMEs for electronics also adopt capital budgeting
for the same reason (Zainuddin et al.,, 2021).

2.2. Importance of SMEs to eThekwini Municipality and South Africa

Small and medium enterprises (SMEs) are also commonly known in South Africa as small, medium, and
micro enterprises (SMMEs). The SMEs within eThekwini include firms with a diverse range of operations or
product lines. They include businesses run by the traditional families employing more than one hundred
people and categorized under “medium sized enterprises” along with individuals who are self-employed,
and mostly come from the lower strata of the society categorized under “micro enterprises which are
informal in nature” (Durban Government, 2018). These SMEs are heterogeneous and operate in sectors
of a diverse nature. They face several challenges in the administration of their business enterprises. The
SMEs in eThekwini are operating in both the informal and formal economies. At the current stage, the
region encompasses 11769 permit holders who are operating in the informal economy (Kibangou,
2019). The informal circle of operation is mostly in the central business district of Durban, encompassing
a population of middle-aged black women.

Currently, there are more than 2 600 SMEs operating in the eThekwini Municipality receiving support
from the government at various stages, including the establishment of the business, legal matters, and
registration of their taxes (Blankespoor et al., 2020). However, SMEs still lack guidance in many areas,
such as financial management, business management, human resources, and marketing (Ellitan, 2021).

2.2.1. The eThekwini Springfield industrial park

The Springfield Industrial Park is located within the city of Durban in the eThekwini Municipality, which is
one of the busiest cities in the KwaZulu-Natal province of South Africa. Durban is the third biggest
economic hub within South Africa, with around 3.5 million residents (Durban Government, 2018) that
spread over an area of 2 297 sq. km. It is classified as a Category A municipality. A category “A’
municipality means a municipality that has exclusive municipal executive and legislative authority in
its area. This not only makes the Springfield Industrial Park a highly and efficiently managed South
African business location, but also a destination for the attraction of all kinds of business activities
(eThekwini Municipality, 2018). The municipality works with a vision of becoming the most live able,
sustainable, and caring city of South Africa where there is harmony and prosperity within the citizenry,
thus putting the Industrial Park at the heart for business attraction (Durban Government, 2018).

The local economy of the eThekwini Municipality is considered as the province’s economic power-
house and makes a significant contribution towards the overall economy of the country. The growth
within the municipality is being continuously supported by the infrastructure of high quality and world-
class industrial activities (eThekwini Municipality, 2018). The ensuing development of various industries,
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including the Springfield Industrial Park, has resulted in the modernization and establishment of infra-
structural facilities to achieve the overall aims of government development of South Africa.

The GDP performance of eThekwini Municipality has been a significant contributor towards the GDP of
South Africa. The municipality is posed as an economic center of the country ranking second and
contributing to the GDP through industrial growth of a significant amount in the region. The GDP of
the eThekwini Municipality was R 302.3 billion in 2016 and recorded an annual growth of 1% in
comparison to 2015 GDP (Durban Government, 2018). Therefore, industries, such as those located within
the Springfield Industrial Park, are important role players for the government of the country. There has
not been enough research conducted within SMEs in the Springfield area with regard to capital budget-
ing and sustainability in the longer run which this study aims to serve the locality as a first.

2.3. Skills and influence of managers/owners

The key decision-makers of capital budgeting in the SMEs are the owners of the business and not the
managers. It has been observed that either the owners carry out the capital budgeting process or
they work in consultation with external experts on capital budgeting (Asgary et al., 2020). Most of the
SME owners are unskilled and are not highly educated to carry out the process of capital budgeting.
The SME owners operating in Springfield Industrial Park are from the local communities and lack both
education and funding, which results in not carrying out the capital budgeting processes in more than
50% of the cases (Egbide et al., 2019). In their study, Essel et al. (2019), found that a relationship
existed between the education level of entrepreneurs and their success in business. The relationship
of was that the more qualified the entrepreneur was the greater success there was in business.
According to Asgary et al. (2020), reflected results were in their intuition, good marketing strategies,
good access to capital and customer needs. These are the essential factors required to answer
the second research objective of this study, which is the influence of management skills of the CBP.

The capital budgeting planning process requires a lot of information from managers or owners in
SMEs (Awinja & Fatoki, 2021). Therefore, one of the positive influences that management or
owners can bring into the capital budgeting and planning process is efficient sharing of informa-
tion (Edvardsson et al., 2019). Managers and owners can provide useful information about the net
output from the capital budgets and the potential risks (Sacks et al., 2018).

A consequence of information-sharing for instance, is that the superior is able to improve the quality
of decisions and design of capital budgeting planning (Baah et al., 2021). Managers and owners
coordinate and propose a more efficient and goal-specific incentive contract, which increases the
subordinates’ motivation to achieve the budget. This will, in turn, lead to improved financial perfor-
mance within an SME (Orobia et al., 2020). Are these essential factors play that much of a huge role
and contribute to having adequate and sound capital budgeting planning and practices within SMEs?

2.3.1. Decision-making of management

A larger percentage of SMEs have the ownership of the businesses as sole proprietorship and close
corporations. Therefore, they are the sole decision makers of budgeting practices. The owners mostly
opt for cash flow budgeting rather than capital budgeting in the SMEs (Orobia et al., 2020). In most
situations, capital budgeting was not even implemented by the owners due to their stand on
financial viability; not having capital to invest in new projects; and a lack of knowledge regarding
the entire process of capital budgeting (Egbide et al., 2019). Bergeron and Gaboury (2020) mention
that the rest of the SMEs, which applied the capital budgeting process for their investment in new
projects, did so through the assistance of external expert consultants. Does management’s decision-
making play a key role in capital budgeting practices and financial viability of SMEs?

2.3.2. Financial considerations

The business environment of South Africa is such that the first obstacle, faced by SMEs, is the non-
availability of finances, not only for establishing the company, but also for any future investments
(Asah et al., 2020). Access to finance is considered to be a hurdle for many start-up businesses
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including established SMEs (Adegboye & Iweriebor, 2018). The second consideration is disturbing,
since it is highly likely that limited access to financing opportunities may have a direct influence on
the sustainability of South African SMEs (Mbumbo et al., 2019).

According to (Pilar et al.,, 2018), a firm’s socio-economic factors, its size, its type ownership, age
and their accessibility to finance has an adverse impact. Additionally, any failure to declare assets,
deliver accounting records, or ensure creditworthiness and financial performance will adversely
influence financial institutions’ promptness to pledge to medium- or long-term investments
(Owusu-Anane, 2020).

This scarcity to gain credit worthiness is a major limitation for manufacturing SMEs that wish to
expand their activities (Horvath & Szabd, 2019). It is clear that SMEs present a high risk to the
lender. Moreover, many SMEs have inadequate assets that can be used as collateral and will suffer
from poor mechanism (Godke Veiga & McCahery, 2019). Furthermore, Appiah et al. (2018) asserts
that the absence of financial support is also due to the owner’s flaws in drafting a well-prepared
and explored credit proposal for the financial institutions.

Different financial institutions, especially private firms, provide loans to SMEs at a very high rate
of interest, which deters SMEs from investing in long-term bigger projects or capital budgeting
(Page & Okeke, 2019). Although the lending rates of government agencies are very low, SMEs are
largely not aware of the various policies, rules, and programmes pertaining to lending and are
thereby not able to access the benefits.

2.3.3. Government policies

The Department of Trade and Industry (DTI) provides financial support to qualifying companies in
various sectors of the economy. Financial support is offered for various economic activities,
including manufacturing, business competitiveness, export development and market access, as
well as foreign direct investment.

The taxation policies for SMEs by the eThekwini Municipality are very supportive towards the
SMEs, especially those operating in the Special Economic Zones which are exempted from taxation
for a long period of time, usually for 10-15 years on average (Pilar et al,, 2018). Since the
Springfield Industrial Park comes under SEZ 63 in the eThekwini Municipality, the SMEs operating
in this zone have been exempted from taxation for now. Thus, this exemption impacts the capital
budgeting of the SMEs positively (Jeganathan, 2021).

2.3.4. Lack of networking ability

Although the SMEs are operating in the same park or municipality, they were not connected with
each other at any level. This non-connection hampers any type of exchange of business knowledge
or experiences between the different entities. Thus, even this internal resource is being under-
utilized by the SMEs (Orobia et al., 2020).

Mutual production-distribution planning, among the supply network players, is considered
a proper mechanism to support enterprises in dealing with the uncertainties and dynamism linked
to the current markets (Andres et al., 2018). Enterprises, especially SMEs, should be able to
overcome the incessant changes of the market by enhancing their agility. Carrying out shared
planning allows enterprises to develop their readiness and agility for facing market volatility (Osei
et al,, 2018).

2.3.5. Business knowledge regarding the financial management skills

Most managerial skills, especially financial management skills, are lacking in the owners along with
the knowledge that these skills must be acquired. The major cause of this problem was observed to
be the background from which these owners hail; their education level and the lack of guidance or
training institutes for providing such assistance to them (Orobia et al., 2020).
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Consequently, most of the owners request the assistance of external consultants in capital
budgeting for the lack of internal financial knowledge (Kirton & Greene, 2019). Due to the out-
sourced party not being accountable for the performance of the business, it is not within their
contracted scope to do number crunching to provide analytical data and the party is not obligated
to highlight concerns and issues (Abdel-Khalik, 2018). Do outsourced and third-party funds and
borrowings play a significant role in the financial sustainability of SMEs?

2.3.6. Knowledge to identify and resolve business challenges

The knowledge and capabilities of the owner are crucial for business performance and growth
because the management structures and independence of small businesses cause owners to have
a key role in business operations (Guritno et al., 2019). Entrepreneurship education plays a crucial
and important role in providing the crucial skills for an owner to operate their daily business
requirements, as well as how to face obstacles and challenges that they will face during their
business life (Almahry et al., 2018).

Several researchers give entrepreneurship a significant focus in their studies (Almahry et al,,
2018). In addition, Rae and Melton (2017) suggest entrepreneurship education should include skill-
building and leadership programmes, new product development, creative thinking and technology
innovation.

According to (Nabi et al., 2018), individuals, who have work experience and educational back-
ground, have a set of various skills. These individuals are more likely to become entrepreneurs and
make better business progress than others. This study assesses whether theoretical financial
knowhow has an influence on the practical side of the sustainability of SMEs.

2.3.7. Ability to control, lead, manage, direct, and monitor the manpower

All SMEs’ staff are essential to their operations. This includes acquiring new people for the business
and ensuring that they are productive additions to the SME (Martinez-Costa et al., 2019). Effective
human resource management matches and then develops the abilities of job candidates and staff
with that of the needs of the firm. An effective personnel system will contribute to the key
ingredients for survival, sustainability, and growth (Chams & Garcia-Blandén, 2019).

Human resource management is a complementary deed. At one end, one employs qualified
people who are well suited to the firm’s needs. At the other end, one trains and develops staff to
meet the firm’s needs. Most expanding small businesses fall between the two levels (Bornay-
Barrachina et al., 2017). In this context, the study also assesses if having advanced and modern
technology and accounting software influences positively on capital budgeting planning and
practices.

2.3.8. Resource management for capital budgeting and planning

Managers in SMEs can use resource management to ensure the longevity of their financial opera-
tions, while others can use it to cultivate a competitive edge in the long- term (Qosasi et al., 2019).
Resource management is designed to set a firm’s financial course of action, identifying the
financial strategies it will use to compete in the marketplace and how it will organise its internal
financial activities.

Ramasobana et al. (2017) asserts that managing resources is, in effect, management’s game
plan for strengthening the organisation’s financial position, pleasing shareholders, and achieving
financial performance targets. Thus, according to Opoku (2016), an SME whose management has
poor resource management appears to be directionless and wasteful. There is a great link between
resource management and capital budgeting and planning (Al Breiki & Nobanee, 2019). Whilst
capital budgeting and planning are of such importance to the operation of an SME, Amer et al.
(2020) emphasises that in too many cases, the participation of employees in planning and even
decision-making is instrumental to improved financial performance.
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The researchers sought to determine the nature of resource management required for CBP
which ensures longevity of financial operations and can cultivate a competitive edge. The study
seeks to determine whether managing resources forms an integral part of management’s key
responsibilities in achieving financial performance targets.

2.4. Theoretical review

2.4.1. Contingency theory adopted

The theoretical framework on which this study is based on is the Contingency theory that is
extensively used to explain the characteristics of Management Accounting Systems (MAS) as
financial and strategic tools in organisations (Macy & Arunachalam, 1995).

Bouwens (2017) argues that the adoption and success of the capital budgeting system depends
upon specific contingent factors, such as product diversity, cost structure information, firm size,
competition, business culture and evaluation tools. Bouwens (2017) also suggests that the effec-
tiveness of a MAS depends on the extent to which the MAS’s distinctiveness meets the require-
ments of the various contingencies faced by the organisation.

This study seeks to ascertain the influence of management skills on current capital budgeting
planning and practice within SMEs. An example is the contingency relationship between the need
to invest in a more enhanced financial management system, such as capital budgeting techniques
and the organisational factors in increasing survival, sustainability and growth.

In this present study, Macy and Arunachalam’s (1995) Contingency model has been adopted in
order to assess the influence of management skills and owners on current capital budgeting
planning and practice small business enterprises within the eThekwini Springfield Industrial Park.

3. Research methodology

Given the aim of this study was to assess the influence of management skills and owners on
current capital budgeting planning and practice in a specific area, based on the richness of
information from a rather large sample of 146, the quantitative method was more suitable. This
study used a larger sample size to draw conclusions, hence a quantitative analysis using
a questionnaire was used as the research method. The use of quantitative analysis was the finest
strategy to guarantee the findings’ measurability, correctness, and reliability.

This study targets a population size of 146 respondents consisting of SMEs in Durban. Data
collection from every individual of this population would be both extremely difficult and expensive.
Therefore, it would be suitable to gather information from a representative sample of the popula-
tion, and if the sample results are reasonable, one may draw conclusions and make inferences
about the population. A non-random and purposive sample size was chosen for the survey
amongst the SMEs in the Springfield Industrial Park in Durban.

To assess the competitiveness and sustainability of SMEs, the researchers made use of
a quantitative approach in this study. A descriptive research design was adopted targeting 146
registered SMEs in the Springfield Industrial Park in Durban. A purposive sample of 108 participants
was selected using non-probability sampling. The completed sample questionnaires were received
representing a 74% response rate. The validity of the study’s questionnaire was established as the
validity test of the data met the Cronbach's alpha cut-off point of 0.70. Owners of SMEs or
appropriate representatives were given a self-administered, four-point Likert scale-style question-
naire to complete to collect data for the study.

The questionnaires were distributed to respondents to complete. The data, which were con-
verted into numerical values, were analysed using a scientific statistical analysis program. With the
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aid of a Smart Partial Least Squares (SmartPLS) configuration set up on a computer system, the
data acquired for this investigation were analysed.

4. Results and discussion
The following questions and responses were discussed with regard to the influence of manage-
ment/owners on current capital budgeting planning and practice.

4.1. Skills and influence of managers/owners

Figure Figure 1 represents the statements related to decision-making of owners and/or managers.
The initial question probed whether prompt management decision-making affects CBP and prac-
tices in SMEs with results indicating agreement from all respondents (23% agreed, 77% strongly
agreed). Close corporations and sole proprietorships account for most of the SMEs’ ownership (De
Moura et al., 2019). Therefore, they are the only ones that decide on budgeting procedures. In
most of the SMEs, the owners typically choose cash flow budgeting over capital budgeting.

The second question, sought to determine whether the CPB, is impacted by the terms and
circumstances of loans made by the different financial institutions such as interest rates or lending
rates. Ninety-six percent of respondents strongly agreed, and 4% agreed which reflects the
difficulty for SMEs in getting finance.

The last inquiry related to the availability of funds impact on CBP and practices in the SMEs. All
respondents agreed on the impact, with 85% of the respondents strongly agreed and 15% agreed.
This finding is a clear indication of the challenges encountered by SMEs in obtaining credit. As
indicated in the literature review, outsourced and third-party funds and borrowings is indeed
a critical component of SMEs financial viability.

Various financial institutions provide loans to SMEs at a very high rate of interest, which deters
SMEs from investing in long-term bigger projects or capital budgeting. It has also been noted that
a failure to ensure creditworthiness and financial performance will adversely influence the finan-
cial institutions’ promptness to pledge to medium- or long-term, investments. This scarcity to gain
credit worthiness is a major limitation for manufacturing SMEs that wish to expand their activities
(Yoshino & Taghizadeh-Hesary, 2018).

4.2. Financial consideration
In this section, the first question in Figure Figure 2 investigated if the taxation policies impact CBP
and practices in the SMEs (e.g., wear and tear allowances). Most respondents (73%) disagreed with

Figure 1. Decision-making of

Managers/Owners. Timeous decision making of the management impacts

CBP and practices in the SMEs.

Source: Authors contribution

The terms and conditions of lending by the various
financial institutions impact CBP and practices in the
SMEs (e.g., interest rates/lending rate).

Availability of funds impacts CBP and practices in the
SMEs.

0% 20% 40% 60% 80% 100% 120%

Strongly Agree Agree M Disagree Strongly Disagree
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Figure 2. Financial
considerations.

Source: Authors contribution

the statement, an indication that respondents were not aware of these incentive schemes. The
majority of SMEs are largely not aware of the various policies, rules and programmes (Eniola &
Entebang, 2017).

The second question examined whether government policies impact CBP and practices in the
SMEs (e.g., Incentives—Automotive Production Development Plan, Automotive Investment
Scheme). Many of the respondents (69%) disagreed and 31% agreed. Yet again, the high level of
disagreement indicates that respondents were not aware of these incentive schemes.

The SMEs operating in the Springfield Industrial Park are exempt from tax assessment because
this zone is SEZ 63 in the eThekwini Municipality. Consequently, this exemption has a favorable
impact on these SMEs’ capital planning. Government financing support for SMEs is still falling short
of what is needed for them to expand their operations (Zutshi et al., 2021).

4.3. Financial appraisal

Figure Figure 3 investigates whether managers/owners were in involved in financial appraisal and
to the usage of the financial appraisal techniques. Most of the respondents (84%) agreed whilst
16% strongly agreed. This finding is a clear sign that this process is extremely important with
a combined agreement of 100%. No responses were recorded for the options strongly disagree and
disagree.

The second part of the probe was to ascertain the usage of financial appraisal techniques. As
displayed in Figure Figure 3, the traditional, simpler capital budgeting techniques (payback period
and accounting rate of return) had a higher usage than the time-value of money-based techniques
(NPV, IRR and discounted payback period).

There were no responses for the disagree options for the usage of financial appraisal techniques. It
is noteworthy that respondents were very concerned about the outcome of the financial appraisal.

4.4. Business knowledge

Based on the findings displayed in Figure Figure 4, manager’s/owner’s involvement in networking
with other municipalities regarding best practice, the study found that 12% agreed, 39% strongly
disagreed and 49% disagreed. The high level of disagreement indicates that managers/owners
lack the ability to network with other municipalities.

In relation to the examination of the managers’/owner’s involvement in resource management,
the results indicated that 71% of the respondents disagreed with the statement. The high level of

Taxation policies impact CBP and practices in the SMEs
(e.g., wear and tear allowances).

Government policies impact CBP and practices in the
SMEs (e.g., Incentives — Automotive Production
Development Plan).

0% 10% 20% 30% 40% 5S0% 60% 70% 80%

Strongly Agree Agree M Disagree M Strongly Disagree

Page 9 of 14



Nunden et al., Cogent Business & Management (2022), 9: 2136481 :{7 Cogent o b u Siness & mana gement
https://doi.org/10.1080/23311975.2022.2136481

Figure 3. Financial appraisal. 100%
L. 90% P =

Source: Authors contribution.
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70%
60%
50%

30%
20%

ol sl

0%
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disagreement indicates that managers’/owners’ lack the ability to manage resources within the
CPB process.

The third question examined the manager’s/owner’s involvement managing, directing, and
monitoring the manpower. Most of the respondents (77%) disagreed with the statement. The
high level of disagreement indicates that managers/owners lack the ability to manage, direct and
monitor the manpower of SMEs in the CBP.

The researchers examined the manger’s/owner’s influence in identifying and resolving business
challenges: 76% of the respondents disagreed while 26% agreed. The high level of disagreement
points to the fact that managers/owners lack the ability to identify and resolve business challenges
within the CBP process.

The last question examined the manager’s/owner’s ability to control and lead the budgeting

process. Most respondents (81%) disagreed and 19% agreed. The high level of disagreement
indicates that managers/owners lack the ability to control and lead the SMEs in the CBP.

Figure 4. Business knowledge.

The manager’s/owner’s involvement in CBP influence
Source: Authors contribution. networking with other municipalities with regard to best
practice.
The manager’s/owner’s involvement in CBP influences
knowledge and resource management.
The manager’s/owner’s involvement in CBP influences
managing, directing and monitoring the manpower.
The manger’s / owner’s Influence to identify and resolve
business challenges impact CBP in the organisation?
The manager’s/owner’s ability to control and lead the
budgeting process impact CBP in the organisation.

0% 10% 20% 30% 40% 50% 60% 70% 80% 90%

Strongly Agree M Agree M Disagree M Strongly Disagree
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4.5. Financial skills

An investigation on whether the manager’s/owner’s knowledge of financial management skills
impacted CBP in the organisation revealed that 90% of the respondents agreed (53% agree and
37% strongly agree). The deduction can be made that managers/owners do not have substantial
awareness around Financial Management.

There were overall high levels of agreement that the financial management function was out-
sourced. The combined 89% (15% agree and 74% strongly agree) of respondents in agreement is
confirmation of the lack of financial management skills within the SMEs.

5. Conclusion

In this modern age of competition, coupled with the challenges of globalisation and borderless
markets made possible through technology, this study revealed that SMEs need special skills,
namely CBP, from its executives in order to sustain.

The results of this study showed that management skills are key determinants of the capital
budgeting procedures utilised by SMEs. These findings highlight some significant policy ramifica-
tions in the context of Springfield’s developing SME sector. Government and regulatory bodies
should adopt legislation and develop regulations that emphasize capital budgeting management
as a critical competence for decision-makers. SMEs should implement rules within their manage-
ment to improve financial literacy and overall organisational effectiveness.

This study’s results demonstrated that the largest percentage of SMEs’ ownership are sole proprie-
torships and close corporations. The executives are largely not conscious of their creditworthiness,
various policies, rules, and programmes offered by government agencies and tax incentives.

Many managers/owners lack the ability to network with other municipalities and also require the
assistance of external consultants in capital budgeting due to their shortage of internal financial
knowledge. They also require the capability to control, lead, identify and resolve business chal-
lenges within the CBP process.

It is recommended that executives of today’s SMEs should depend less on manual processes and
venture into technology to enhance the performance of CBP which will definitely lead to efficiency

and effectiveness in their service delivery to their respective communities.
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