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Introduction
The Constitution of  the Republic of  South Africa 
states that water is a basic human right and requires 
local governments to provide all citizens with access 
to suffi cient water. The National Water Act, ratifi ed in 
1998, further reinforced the idea of  water not only as a 
basic right, but also as a means for correcting past racial 
discrimination. This paper argues that South Africa’s 
water policy places an unfunded mandate on local 
governments and therefore, it will not succeed in its effort 
to redress past racial inequities through the allocation of  
water services. The policy will not succeed because the 
country’s decentralized system, subsidy methods and 
pricing and cost-recovery mechanisms for the provision 
of  water to poor rural residents is incompatible with the 
weak infrastructure and poor capacity of  municipalities. 

Rationale for Water Pricing
The rationale behind imposing user fees on consumers 
of  water include improving the effi cient use of  resources 
by governments, encouraging conservation of  scarce 
resources, ensuring equity, gaining information about 
the level of  demand for water from consumers and 
recovering costs to fi nance services. Bahl and Linn (1992) 
argue that user charges “discipline planners and users to 
limit service standards so users are able and willing to pay 
for their costs, permit the replicability of  services, and 
raise resources for the expansion of  services required” 
(p. 213). Bird (1999) also argues that user fees promote 
economic effi ciency through “providing information to 
public sector suppliers as to how much clients actually 
are willing to pay for particular services and by ensuring 
that what the public sector supplies is valued at least 
at (marginal) cost by citizens” (p. 235). This theory 
suggests that not charging user fees would lead to over-
consumption, while overpricing would lead to under-
consumption, resulting in ineffi ciency.

The argument in support of  user fees as the basis for 
economic effi ciency is grounded in the assumption that 

services that are provided at the lowest feasible cost per 
unit will lead to production effi ciency. This assumption, 
however, requires that producers provide services at 
minimum cost possible while charging the correct price 
from consumers. According to Bahl and Linn (1992), 
there is a relationship between pricing of  services and 
production effi ciency because when consumers have 
to pay for services, they are likely to place pressure on 
authorities to provide the service at the lowest cost 
possible. 

Improving vertical equity and promoting income 
redistribution are also objectives pursued through user 
fees. Bahl and Linn (1992) suggest that because national 
taxes in developing countries rarely have the capacity 
to improve income distribution, central governments 
should consider applying user fees on public services 
such as water as a means to distribute income. However, 
the authors acknowledge that their suggestion can only be 
accomplished in countries where the provision and pricing 
of  services are under the direct or indirect control of  the 
national government. By designing user fees that place 
the heavier burden on wealthier consumers, it is assumed 
that governments can use the money to subsidize services 
for low-income consumers (Bahl and Linn, 1992). This 
is especially important because studies show that poor 
people pay higher proportion of  their income for water 
compared to high-income people despite the fact that 
they consume less water (World Bank, 2004b).

In addition, water pricing is also used to encourage 
conservation of  water. The most common form of  
user fee structure for water is known as “rising block 
tariff,” which involves increasing the per unit price as 
consumption of  water increases. The main objective of  
user fee structures is to encourage people to reduce their 
water consumption. And fi nally, user fees are placed to 
ensure cost recovery in order to enable governments to 
continue to fi nance services. It is recommended that user 
fees should generate enough revenue to cover the cost of  
supplying water (Jordan, 1998).   
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an additional 8 million live on less than US$ 2 per day. 
In South Africa, poverty is concentrated among blacks, 
suggesting that being poor is highly correlated with race. 
A 1999 Household Survey shows that while blacks make 
up 78 percent of  the population, they account for 95 
percent of  the poor with 52 percent of  blacks being poor 
compared to only 5 percent of  whites (Woolard, 2002). 

 Distribution of  land and access to water in South 
Africa refl ects the inequalities that exist between its black 
and white citizens. 87 percent of  available land is owned 
by 13 percent of  the population and 95 percent of  water 
resources for irrigation in the country is used by industrial 
farmers who are mostly white, leaving only 5 percent of  
the water for small-scale black farmers (Van Koppen, Jha, 
& Merrey, 2002). Moreover, 74 percent of  South Africa’s 
black population is concentrated in what is formerly known 
as “homelands,” located in Bophutatswana (North-West), 
Ciskei and Transkei (Eastern Cape), KwaZulu as well as 
Lebowa and Venda (Limpopo Province). Among these 
provinces, the Eastern Cape and Limpopo are considered 
to be the poorest (Woolard, 2002). Mobility outside of  
Homelands and entrance into white neighborhoods 
is restricted for black South Africans because of  the 
way residential neighborhoods are organized and stiff  
opposition to integration by property owners and 
developers. Even though Homelands were abolished in 
1998, segregation still persists in South Africa because 
low-income housing are built in Homelands in order to 
“preserve the residential character” of  predominantly 
white neighborhoods and to ensure that “high-densities 
do not cause depreciation of  adjoining properties” 
(Cashdan, 2000, p. 4-5).

It is widely accepted that the racial inequalities 
that exist in South Africa are a result of  decades of  
discriminating policies practiced by the apartheid regime. 
The differences in quality of  life within the country are 
illustrated by the fact that the Human Development Index 
(HDI) of  White South Africans in 1995 was 0.92, which 
is the same as developed countries such as Denmark’s, 
compared to an HDI of  0.67 for black South Africans 
(UNDP, 2003). The reason for this discrepancy is the 
fact that the apartheid regime in South Africa provided 
services such as water and sanitation, health and education 
to the white minority, while the black population was 
denied access to these basic services and resources. 
Since 1994 however, the fi rst time democratically elected 
government of  South Africa has made commitments to 
provide services and improve access to resources in an 
attempt to redress racial inequalities. One of  the actions 
taken by the government of  South Africa to correct the 
harm caused by the decades of  discriminating policies is 
through the management and provision of  water services 
(Van Koppen, Jha, & Merrey, 2002).

Ratifi ed in 1996, the Constitution of  the Republic 
of  South Africa specifi cally states that water is a basic 
human right. Chapter 2 of  the Constitution, which lists 
the Bill of  Rights, states that “everyone has the right to 
have access to suffi cient food and water” and stipulates 

The literature on the delivery of  public services 
and allocation of  scarce resources such as water also 
supports the decentralization of  such functions to local 
governments. This is because it is assumed that decisions 
made by representatives of  people at the local level will 
really represent the interests of  the local constituency. 
Decentralizing the provisions of  services is believed to 
meet locally preferred goals because local people would 
participate in the design and implementation process of  
programs (Mawhood, 1993). The World Bank (as cited in 
Kasfi r, 1993) also advocates for the decentralization of  
some public services by stating that “local governments 
are best suited to meet the needs of  local communities,” 
because “solutions imposed by central authorities are likely 
to fail” (p. 157). The monopoly of  service provisions by 
a central government is believed to lead to ineffi ciencies, 
whereas local governments can carry out their mandates 
more effi ciently than central governments because 
transaction costs will be cheaper. Decentralization is also 
supported on the grounds that it will strengthen local 
institutions and infrastructures so that they can play a 
more representative and responsive role in the lives of  
the local populations (Ribot, 2001a).  

On the other hand, the monopoly provision of  
water services by the public sector is favored. This is 
because providing utility services such as water requires 
large fi xed costs, which creates the condition for a 
“natural monopoly” (Loehman, 2002). According to this 
rationale, allowing many fi rms to enter the market will 
lead to ineffi ciencies and therefore, it is more effi cient 
to produce and allocate such services within a single 
fi rm (Follmi and Meister, 2002). Because water is a 
public good that has special characteristics such as being 
scarce, essential to life and economic development, non-
substitutable, and has high mobilization cost (Savenije, 
2001), the public sector is often believed to be the ideal 
distributor of  water services. Additionally, the belief  that 
water is a basic human right and that the management and 
provision of  water by the private sector might result in 
the exploitation of  consumers has given the public sector 
heavy involvement in the allocation of  water services 
(Dosil, Cesare and K. William Easter, 2003). While there 
are a number of  reasons in support of  treating water as 
a public good and for its monopoly provision, there are 
a number of  problems as well, which include not having 
adequate cost-recovery schemes to cross-subsidize 
services for the poor, build local government capacity 
and infrastructure as well as require high administrative 
cost on local governments. These problems are addressed 
for the South African context below in the section titled 
“Impact of  Policy.”  

Background
South Africa has a population of  45.3 million and is 
considered a middle-income country with a Gross 
Domestic Product of  US$159.9 billion in 2004 (World 
Bank, 2004b). However, about 9 million people live below 
the international poverty standard of  a dollar a day, while 
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that “the state must take reasonable legislative and other 
measures, within its available resources, to achieve the 
progressive realization of  these rights” (South Africa, 
1996). Additionally, the Water Services Act of  1997 
set the standard of  quantity and quality of  water and 
sanitation services South Africans would be guaranteed to 
receive by their government and identifi ed the institutions 
that would be responsible to carry out these tasks (South 
Africa, 1997). And fi nally, the National Water Act, which 
was ratifi ed in 1998, further reinforced the idea of  
water as a basic right as well as a means to correct past 
discrimination. Throughout the Act, “redress the results 
of  past racial and gender discrimination” is mentioned as 
the main reason for the need to reform the management 
and provision of  water resources (South Africa, 1998). By 
ensuring the equitable allocation of  natural resources to 
all citizens, the water policy is also seen as a necessary part 
of  the government’s economic development programme 
(Goldblatt & Davies, 2002). 

The policy was also intended to conserve water since 
it is a very scarce resource in South Africa. Studies show 
that half  of  the rainfall in South Africa falls on only 13 
percent of  the land that is located in the southeastern 
part of  the country, while half  of  the country’s land only 
receives a quarter of  the rainfall. In addition, because 
South Africa has very little groundwater and lakes, it relies 
heavily on freshwater from rivers and streams. However, 
population growth, the usage of  irrigation for agriculture 
as well as high rates of  evaporation and geological 
chemicals has major impact on the amount of  water that 
is available to be distributed among consumers. Currently, 
South Africa has 1110m3 of  water available per person 
compared to an average of  7045m3 per person globally 
(Allan, 2003). 

The National Water Act identifi es equitable water 
allocation as a means to eradicate poverty as well as to 
ensure social and environmental justice. The idea of  using 
water as a tool to eradicate poverty is also supported by 
Van Koppen, Jha and Merrey. They argue that “water 
deprivation is intrinsic to poverty” because “lack of  
access to safe and nearby drinking water and proneness 
to water-born diseases are widely recognized as poverty 
dimensions” (Van Koppen, Jha, & Merrey, 2002, p. 2). 
Furthermore, because water is essential to participate 
in revenue generating activities such as crop cultivation, 
lack of  access to water is said to contribute to the 
marginalization of  the poor. Therefore, it is argued that by 
improving poor people’s participation in the development, 
management and control of  water resources as well as 
ensuring equal sharing of  water services between poor 
and wealthy consumers, governments can have a direct 
impact on eradication of  poverty since water can improve 
poor people’s health as well as their economic status (Van 
Koppen, Jha, & Merrey, 2002). 

Thus, South Africa chose the monopoly provision 
of  water by the public sector because of  the belief  
that government has the responsibility to take action 
in order to ensure that redistribution of  wealth takes 

place (Schreiner & Naidoo, 2000). The South African 
government favored the provision of  water through local 
governments as opposed to the private sector so that the 
water allocation process would be equitable and ensure 
that the water policy was implemented in a way that is 
consistent with the country’s goal of  eradicating poverty 
and promoting growth. The government also believed 
that the provision of  water through the public sector 
would ensure that historically marginalized individuals 
including the poor would participate in the management 
of  the country’s water resources.  Because South Africa’s 
water policy is designed to promote the usage of  water 
in the interest of  the public, local governments are seen 
as the ideal agents for the provision of  water services in 
order to ensure the promotion of  social stability (South 
Africa, 2005). Moreover, this system of  water provision 
is favored by South Africa because it is believed that the 
public sector would ensure that water required to meet 
basic human needs would be provided while requiring 
people to pay for additional consumption at the rate of  
water which refl ects its value and scarcity (Reed & de Wit, 
2003).

Consequently, the South African government made a 
commitment to provide 25 liters of  free water per person 
per day, which equals to about 6000 liters per household 
per month, in order to ensure that poor people received 
the WHO recommended minimum amount of  water to 
maintain their well-being. However, local governments 
are given the discretion to determine whether or not they 
are able to provide this much water for their residents 
(South Africa, 2001a).

Institutional  Arrangements 
and Implementation Strategy
The institutions that deal with the provision of  water 
services in South Africa are the national government 
agencies and district as well as sub-district level water 
service organizations. In 1998, with the establishment 
of  the new water law, Homelands were abolished and 
the Department of  Water Affairs and Forestry (DWAF), 
under the Ministry of  Water Affairs and Forestry, 
was given the authority to manage the country’s water 
resources and to guarantee that all citizens had access 
to water. DWAF is also responsible for formulating 
policies pertaining to national water usage. Water services 
institutions on the other hand, are water service providers 
such as district and rural councils, community based 
organizations and water boards that deal with residential 
and industrial users in order to ensure that they get access 
to water services. These institutions are endowed with the 
authority to regulate how water is to be provided and who 
should provide it (James, 2003).

Although DWAF is the custodian of  the water 
resources in the country, the provision of  water services, 
however, was decentralized to the municipal level 
and consequently local governments were given the 
responsibility to self-fi nance while ensuring that “basic 
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by DWAF encourages municipal governments whose 
water consumers are mostly middle and high income 
households to implement the rising block tariff  in order 
to cross subsidize low-income households within their 
jurisdictions. On the other hand, the credits or subsidies 
targeting approach is supposed to be used by municipalities 
that have residents that are predominately poor or just 
above the poverty line in order to identify those that need 
full subsidy from partial subsidy. And fi nally, the service 
level targeting is to be used by municipalities that have 
poor capacity and whose consumers are mostly poor 
in order to provide only the required amount of  “basic 
needs” water (South Africa, 2001b).

Financing of  free basic water, which is calculated as 
the average cost of  supplying the water with the amount 
of  water provided free of  charge, requires municipalities 
to utilize internal as well as external sources of  funding. 
DWAF acknowledges that the level of  cross-subsidization 
local authorities can utilize depends on the ratio between 
wealthy and low-income consumers as well as the ratio 
between industrial and domestic consumers. Municipal 
governments are given the responsibility to gather adequate 
information in order to determine the appropriate cost-
recovery and control mechanism (South Africa, 2001b). 

Furthermore, municipal governments are instructed 
not to charge high fees from industrial consumers. 
Instead, local governments are encouraged to use the 
“equitable share” transfer they receive from the central 
government to provide free basic water to low-income 
households. The argument behind this policy is the 
belief  that in order to encourage and strengthen local 
economic development, it is crucial to keep input costs of  
businesses as low as possible while ensuring that they pay 
the full cost of  the water they consume. As a result, rising 
block tariffs for industrial consumers are also discouraged 
because such schemes would make businesses pay for 
consumption of  water in the top bracket and therefore 
would be inequitable (South Africa, 2001b).

As far as external sources are concerned, municipalities 
can use the “equitable share” transfers and conditional 
grants they receive from the central government to 
subsidize water services for the poor (Mase, 2003). The 
central government distributes the “equitable share” to 
provinces and municipalities based on a formula that 
takes into account household per capita income and by 
measuring the rural economic activities in the region. 
This formula is intended to create equal allocation of  
resources in the provision of  services. This is seen as an 
important and necessary step for South Africa in its effort 
to correct disparities between black and white South 
Africans (South Africa, 2001b). In addition municipal 
governments in South Africa receive two types of  grants 
to assist them with their duties: S grant, which makes up a 
large proportion of  the overall equitable share to be used 
for delivery of  basic services and the I grant, funding 
that is earmarked for infrastructure improvement. The I 
grant is calculated based on a formula that accounts for 
the size of  population and average income so that local 

human water needs” for the poor are met (Van Koppen, 
Jha, & Merrey, 2002). This arrangement was preferred 
with the assumption that because local authorities are 
elected by consumers, they would be obligated to cater 
to the needs of  their constituency better (South Africa, 
2001a). 

In addition to bearing the burden of  providing free 
basic water services for the poor, municipal governments 
are given the power to determine how to distribute water 
services as well as to set the rate of  user fees within 
their jurisdiction. Although local governments receive 
detailed guidelines with options as to how to implement 
the free basic water service, they are given the discretion 
to make decisions that best serves the interests of  their 
residents as long as they do not violate any national laws 
pertaining to the provision of  water services (South 
Africa, 2001a). It was believed that decentralization 
would lead to the effi cient provision of  these services by 
ensuring that services are fi nancially sustainable because 
the pricing system would enable local governments to be 
self-suffi cient through raising taxes as well as providing 
services for reasonable profi t from wealthy residents 
(Cashdan, 2000).

Municipal governments provide water services 
to residents within their jurisdiction through water 
providing bodies such as water boards, community based 
organizations as well as contracting services to the private 
sector (Pollard & Toit, 2005). While the water boards, 
which are established by municipal governments, are most 
active in urban areas in providing water and sanitation 
services, they are increasingly becoming engaged in 
rural areas as well. Community based organizations 
(CBOs) on the other hand, are voluntary associations 
that bid for contracts from local governments to provide 
water services in mostly small settlements where less 
than 5000 people reside. Finally, private sector water 
service providers also bid for contracts from municipal 
governments to provide services (South Africa, 2001b).

   
Financial Sources
Providing free water to meet basic needs also requires 
designing a mechanism to measure and control the 
amount of  water that is supplied for free. Therefore, 
DWAF endorses the use of  communal taps and 
low-pressure tanks with measuring meters as well as 
conventional house connections with prepaid metering 
to charge for additional water consumption. However, 
decentralization required the transition of  responsibility 
from an arrangement where DWAF used to fully subsidize 
the operating and maintenance of  water to cost recovery 
schemes and the usage of  fund transfers from the central 
government to municipalities to provide subsidized water 
(South Africa, 2001b). 

In order to ensure the provision of  water free 
of  charge, DWAF has designed three cost recovery 
measures: rising block tariff, targeted credits or subsidies 
and service level targeting. The pricing guide formulated 
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governments with higher proportion of  poor residents 
receive higher grant than wealthy municipalities (Mase, 
2003).    

Impact of Policy: Challenges 
in Achieving Objective
The 2000 UN Development Report on South Africa 
states that the country has achieved a great deal since 
the formulation of  the water act. The report states that 
even though about 30 percent of  South Africans did 
not have access to water in 1994, by 2000 an estimated 
3 million households gained access, which reduced the 
number of  people needing water to 20 percent (UNDP, 
2000). Household survey conducted in 1993 confi rms 
the fi ndings of  the UNDP that 33.24 percent of  South 
Africans lacked access to water before the formulation of  
the water policy (Huynh, 2004).

Although South Africa has taken steps to address 
the needs of  its low-income citizens, evidence suggests 
that the cost-recovery schemes have made it diffi cult for 
users to enjoy sustainable use of  water. UNDP states 
that thousands of  water services have been disconnected 
because of  users’ inability to pay. In fact, the report 
concludes that the free water project had “become 
dysfunctional or fallen into disrepair” (UNDP, 2000, p. 
29). An estimated 12.5% percent of  the population in 
South Africa still relies on water from rivers and streams. 
Furthermore, as of  2000, only 27 percent of  blacks 
have access to piped water in their homes compared to 
98 percent of  Indians and 96 percent of  whites South 
Africans (UNDP, 2000). 

Moreover, even though block tariffs are intended 
to ensure the provision of  subsidized water services 
to poor South Africans and the conservation of  water, 
evidence suggests that the pricing system benefi ts wealthy 
suburbanites over poor homeland residents and does 
not result in signifi cant water conservation. McDonald 
argues that because water prices increase quickly in 
the second and third blocks of  consumption and then 
level off  at the top end of  consumption, it reverses the 
effects of  receiving subsidized water. While most poor 
residents cannot afford consuming second and third 
blocks of  water, the tapering off  of  the price at the top 
consumption enables residents in wealthy neighborhoods 
to consume water not only for domestic use but also for 
luxurious activities such as gardening. McDonald further 
claims that “in some cases, middle-class suburbanites are 
paying even less than low-income township dwellers for 
the same (or better quality) service” (McDonald, 2002c, p. 
5). As a result, while South Africa is striving to provide its 
rural residents with 25 liters of  water per day, white South 
Africans are using an average of  3,000 liters of  water per 
household per day, most of  which is  used for gardening 
and maintaining swimming pools (Klasen, 2002). 

South Africa’s water block tariff  pricing system also 
ensures that water is used by those who value it highly, 
which benefi ts white South Africans at the expense 

of  blacks. Klasen (2002) argues that because white 
South Africans have built large endowments during the 
apartheid regime, they can afford to consume and pay 
for large units of  public services including water. On the 
other hand, this rationing system will limit the ability of  
black South Africans to advance economically because 
it makes higher consumption of  services such as water 
unaffordable, which places extra burden on their efforts 
to catch up to the white population.    

Moreover, even though the objective of  South 
Africa’s water sector reform is the equitable allocation 
of  water resources, the policy places greater emphasis on 
economic growth rather than redistribution or subsidies. 
For example, the informal caps that have been placed on 
tax increases that local governments could impose on 
wealthy neighborhoods and businesses limit the potential 
for cross-subsidies at the local level (McDonald, 2002c).

Additionally, the cost-recovery mechanisms that are 
designed by DWAF, which require municipal governments 
to implement them, places high administrative costs on 
municipalities because all three of  the measures: rising 
block tariffs, targeted credits and subsides as well as service 
level targeting require well organized metering, billing and 
control systems (South Africa, 2001a). Furthermore, while 
the national government transmitted the responsibility of  
providing water for the poor, intergovernmental transfers 
from central government to municipal governments was 
cut by 85 percent between 1991 and 1998 and additional 
cuts of  55 percent from 1997 to 2000 (McDonald, 2002b), 
leaving local governments to raise 90 percent of  their own 
revenue in order to carryout their constitutional duties 
(Mase, 2003). Although the fact that local governments 
are given the independence to raise their own revenue 
in order to provide services should be applauded, the 
lack of  adequate funding is responsible for the lack of  
infrastructure improvements in many South African 
municipalities (McDonald, 2002b; Cashdan, 2000).  

In addition to meeting their responsibility of  
providing free water, from the little funding local 
governments do receive through the “equitable share” 
scheme or “poverty eradication” conditional grants from 
the central government, municipalities have to divide 
it among the provision of  other basic services such as 
housing, sanitation and electricity. In 2003 for example, 
23.3 percent of  funding from the equitable share was 
used to supply water while 41.9 percent was spent on 
electricity, 11.6 percent on sanitation services and 23.3 
percent on garbage removal (Mase, 2003). South Africa 
also faces additional fi nancial constraints on its limited 
resources in providing services such as water, electricity 
and housing because it now has to deliver the same 
standards of  services it previously provided to its wealthy 
and privileged citizens while trying to meet “the needs” 
of  its poor and previously marginalized citizens by using 
its limited resources. This places serious burden on the 
government’s plans to expand subsidized services to its 
rural black population (Klasen, 2002). 

Moreover, the South African water policy has several 
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is outdated and neglects to include important elements 
into account. For example, currently households with 
monthly income below R800 are considered poor and 
therefore qualify to receive free water. However, this 
defi nition has been used to determine qualifi cation for 
free water for the last ten years without being adjusted 
for infl ation. Furthermore, South Africa’s defi nition 
of  poor does not include household size as a means to 
identify those that cannot afford to pay for water services 
(South Africa, 2001a). As a result, it does not differentiate 
between consumers that may by defi nition be considered 
poor but can afford to pay partial or full price for water 
services. Thus, the water policy is inequitable because it 
allows “a couple with two incomes and no dependents” 
in the suburbs to receive the same amount of  free water 
as a “single, unemployed mother with seven dependents” 
in a former homeland (McDonald, 2002a, p. 16). Because 
the administrative cost associated with means-testing 
households is too expensive, some middle class South 
African households end up paying less for water service 
than the poor because they too receive the subsidized 
“free” water (McDonald, 2002c). 

The water policy of  South Africa also neglected to 
account for the impact of  segregation of  low-income 
households in the former homelands and the inability 
of  municipalities to cross-subsidize free water usage for 
low-income households. As a result, even though cross-
subsidization mechanisms are encouraged to be used by 
municipal governments in order to provide free water to 
low-income people, it has become diffi cult to achieve this 
goal in provinces such as Eastern Cape because of  the 
concentration of  poverty. As a result, in Eastern Cape for 
example, only 59 percent of  residents have access to clean 
water (UNDP, 2000). This suggests that the monopoly 
provision of  water by municipal governments makes 
it diffi cult to create a mechanism whereby the wealthy 
households are charged higher prices in order to cross 
subsidize poor households. 

A national survey conducted in 2001 shows that 57 
percent of  households earn less than R1000 per month, 
while the average bill for services including water and 
electricity is R224. This suggests that households spend 
about a quarter of  their income on basic services. 
However, for poor households with large extended 
families, the cost is much higher, which suggests that 
poor people are forced to choose between receiving basic 
services or other necessities (McDonald, 2002a). When 
asked about their ability to pay for municipal services, 29 
percent of  the survey respondents answered that they are 
only able to pay for services if  they “cut back on other 
essential goods like food and clothing,” while 18 percent 
answered that they “cannot afford to pay for these 
services no matter how hard I try” (McDonald, 2002a, 
p. 8). When comparing South Africa’s claim that it has 
connected 3 million households to water, these fi gures 
suggest that 870,000 of  these households have to make 
the diffi cult choice between consuming water and food 
or clothing, while an additional 540,000 households are 

additional shortcomings that prevent it from being 
effective. One of  the reasons is the fact that South Africa 
did not take into account the lack of  willingness of  high-
income consumers to subsidize the water consumption 
of  the poor. Studies show that 69 percent of  South 
Africans that are in the upper income bracket (R15,000 
to 20,000 per month) are opposed to paying increased 
taxes in order to cross-subsidize low income households 
(McDonald, 2002a). This has negative implications in 
South Africa’s effort to eradicate poverty and reallocate 
resources equitably. The water policy also does not take 
into account the fact that municipal governments had 
inherited former homelands that have weak and at times 
non-existent infrastructure that require considerable 
amount of  funding to replace and upgrade (Alence, 
2002). Mase (2003) argues that because improving 
infrastructure requires a lot of  money, the current level of  
intergovernmental transfers do not adequately cover the 
needs of  local governments. Moreover he argues that the 
S grant creates horizontal inequity because by determining 
the amount of  funding a municipality receives based on 
the number of  households in poverty, it may favor urban 
areas with larger population and more resources at the 
expense of  rural areas with smaller population and fewer 
resources.

South Africa’s poverty stricken citizens are often 
trapped where their water supply system is not improved 
because it is assumed that since consumers are willing to 
pay very little if  anything at all for the service they receive, 
improvement or maintenance of  water services is deemed 
unnecessary and too costly. Because local governments 
(especially in rural areas) do not have the capacity to 
manage and maintain facilities and because residents 
that rely on the free water cannot afford to fi x broken 
facilities, studies show that water services in some areas 
are interrupted 50 to 90 percent of  the time (Wellman, 
1999). 

Furthermore, studies conducted by DWAF show 
that the administrative costs of  targeting the poor has 
absorbed a large proportion of  the transfer it receives 
from the central government (South Africa, 2001b). 
Municipalities in rural areas with scattered settlements 
in particular often have shortage of  funding to provide 
free basic water services for the poor and therefore the 
equitable share they receive from the central government 
is not adequate to cover the cost of  water services (South 
Africa, 2001a). High capital and operating costs per 
unit of  service that is associated with low population 
densities and distances further away from water source 
has made it particularly diffi cult for rural municipalities 
to provide water services to their residents. As a result, 
when municipal governments do manage to supply 
water in these areas and apply cost-recovery measures, 
the user fees consumers pay are much higher than urban 
consumers pay for the same unit of  water (McDonald, 
2002a). In this case, having access to water does not 
benefi t consumers when they are not able to pay for it. 

Additionally, South Africa’s defi nition of  the “poor” 
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unable to pay for the service at all, which will likely lead to 
their service being cut off.

While the government of  South Africa blames 
“culture of  non-payment,” for the lack of  maintenance 
of  facilities and the usage of  cutting off  services as a 
punishment (Wellman, 1999), McDonald argues that 
inability to pay is the major reason for non-payment (Mc 
Donald, 2002 b). South Africa’s unemployment rate as of  
March 2005 is 26.5, with unemployment rate among blacks 
being signifi cantly higher than among whites, Indian and 
Asian as well as colored. Unemployment among blacks is 
31.6 percent compared to 19.8 percent among colored, 18 
percent among Indians and Asians and 5.1 percent among 
white South Africans (Statistics South Africa, 2005). South 
Africa uses the offi cial ILO defi nition of  the unemployed 
as “people within the economically active population” 
who are not employed, want to work, are available to 
start working and are actively seeking employment. 
This defi nition does not include people who are “out 
of  the labor market or who are not economically active 
and are not available for work.” (Statistics South Africa, 
2005, p. 32). Unemployment in rural South Africa is 40.3 
percent (Global Poverty Research Group, 2005) with 
unemployment rate of  54.6 percent in the Eastern Cape 
and 49 percent in KwaZulu-Natal and Limpopo (Human 
Sciences Research Council, 2005). As a result, currently 
22 to 33 percent of  households in rural areas do not pay 
for the water services they receive (McDonald, 2002a). 
Therefore, on an ability to pay bases, the implementation 
of  South Africa’s water policy has not resulted in equity. 
This explains the reason why municipalities are facing 
serious diffi culty collecting user payments from rural low-
income households, which has severely jeopardized the 
ability of  local governments to expand and build their 
infrastructure and capacity (Alence, 2002). 

Although the government of  South Africa claims 
to provide water to additional 3 million people since the 
implementation of  the water policy, the widespread use 
of  cut-offs has placed the fi gure into question. According 
to McDonald, since the implementation of  the water 
policy, an estimated 10 million people have been impacted 
by water cut off  that resulted from non-payment. In fact, 
the author suggests that because many households are in 
debt as a result of  their inability to pay, their prospect of  
getting water connection is highly unlikely. For example, 
a survey conducted in Soweto shows that 80 percent 
of  households have water service related debt with 30 
percent of  households accumulating as much as $4180 
debt, an amount they cannot afford to pay (McDonald, 
2002a). 

UNDP accuses the government of  South Africa for 
placing fi nancial consideration as a priority “over the 
developmental objectives of  service provision and the 
socio-economic conditions of  the poor” (UNDP, 2003, 
p. 105). Furthermore, UNDP states that a system solely 
centered on effi ciency and cost-recovery mechanisms 
have also contributed to the failure of  South Africa’s 
objective of  achieving equity. The fact that over 100,000 

were infected by cholera in 2000 because of  lack of  
access to adequate and clean water due to service cutoffs, 
for example, is sited as the impact of  the emphasis placed 
on cost recovery schemes that do not pay attention to 
management and maintenance of  facilities. As a result 
of  cost-recovery mechanisms, concludes the report, 
inequities in access to basic services that existed during 
the apartheid regime are still realities for many poor South 
Africans (UNDP, 2003). McDonald also argues that the 
emphasis placed on cost-recovery on the provision of  
basic services in South Africa “has largely been counter-
productive to the goals of  equity and environmental 
sustainability and threatens to undermine post-apartheid 
reconstruction and development efforts” the country has 
made since 1994 (McDonald, 2002a, p. 16).

Although water resources are scarce in South Africa, 
AJ James (2003) argues that “scarcity of  water resources is 
not as much of  a problem as are the fi nancial, institutional 
and managerial resources required to tap these sources 
sustainably” (p. 1). As a result of  South Africa’s inability 
to adequately implement an equitable water policy, every 
year an estimated 43,000 people, who are mostly black 
children under the age of  fi ve, die because of  water-
borne diseases (McDonald, 2002a). Manzungu (2004) 
also confi rms that the main causes of  diseases and poor 
health in the poor regions of  South Africa are primarily 
water related. 

Van Koppen, Jha and Merrey (2002) also question 
whether South Africa’s water policy, even if  successfully 
implemented, would have meaningful impact in 
improving the economic conditions of  the country’s 
black population. They argue that because the national 
water policy only guarantees domestic usage and does 
not stipulate for income-poor South Africans to have 
access to water for economic activities such as improving 
“harvests of  their homestead gardens or fi elds, their 
poultry and livestock enterprises or small crafts,” it does 
not adequately address the existing inequities (p. 10).

Conclusion: Recommendations
Although the government of  South Africa has taken 
steps to redress racial inequities through the provision of  
water services, for millions of  low-income black South 
Africans, access to clean water still remains a distant 
dream. Challenges posed by institutional arrangement, 
implementation strategy as well as internal and external 
sources of  funding continue to hamper South Africa’s 
effort to address the water needs of  its citizens. Although 
it is too early to expect dramatic changes from South 
Africa’s water policy in reversing decades of  past racial 
discrimination, the trend shows that it is highly unlikely 
that it will achieve its objectives if  the country does not 
take steps to correct mistakes in the formulation as well as 
implementation of  the policy.

It is evident that South Africa chose to enshrine 
water as a basic right in the constitution without 
thoroughly assessing what it would take to provide free 
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goals, which has contributed to the problem of  providing 
water to those that need it the most. Although South 
Africa’s commitment to redress racial inequity through 
the provision of  water services is to be admired, 
providing 25 liters of  free water even to those that can 
afford to pay for it in wealthy municipalities defeats the 
purpose of  the policy. Instead, because water is a scarce 
resource that needs to be conserved and rationed to 
consumers, user fees should be applied to consumers that 
can afford to pay for the service in order to recover the 
operating and maintenance cost of  providing water to 
consumers. This will still enable South Africa to provide 
the minimum of  25 liters of  water to low-income citizens 
that cannot afford to pay (fully or partially) for the service 
they receive. Even though this strategy may not be 
popular among the wealthy who may not wish to pay for 
the services, the government can still maintain political 
support from the low-income households that would 
benefi t from this strategy. 

Moreover, equitable distribution of  resources in 
countries such as South Africa can work well if  cost 
recovery measures such as progressive block tariffs 
– a pricing system that enables the per unit price of  
a service to increase when more of  it is consumed 
– is used to charge wealthy people more than the actual 
cost of  providing water (McDonald, 2002c). Providing 
“lifeline” amounts of  water free of  charge for the poor 
by charging higher prices for “luxury consumption” such 
as maintaining swimming pools will also encourage the 
conservation of  scarce resources (Cashdan, 2000).   

Additionally, South Africa has set an unachievable 
goal by promising to provide easily accessible clean 
water to all citizens regardless of  where they reside. In 
South Africa, accessibility to water is defi ned as having 
reliable, clean water within a walking distance of  200 
meters (Jackson, 1997). Common sense would dictate 
that it is unrealistic to expect rural municipalities with 
low population densities to meet such a goal. Connecting 
households that are sparsely populated and located 
further from a water source is a massive undertaking 
most municipalities in rural areas and former homelands 
cannot afford. Therefore, in order to meet the objective 
of  providing adequate water to all citizens, South Africa 
should set the distance people are expected to walk to 
fetch water more realistically so that as many households 
as possible are able to share one communal water tap or 
well. Since the average South African woman already 
walks more than 2 kilometers per trip, at least twice a day, 
to fetch unclean water from rivers and streams (World 
Bank, 2002), it can be concluded that providing them with 
clean water within a reasonable walking distance will be 
considered acceptable. 

In conclusion, South Africa has yet to resolve 
problems related to implementation and funding of  the 
provision of  free water to low-income citizens. Municipal 
governments are often trapped between providing services 
and then charging user fees or not providing any service 
at all. In order to achieve the goal of  providing adequate 

water for the poor. The government adopted a politically 
popular policy and yet transmitted the responsibility 
to local governments with very little capacity and 
weak infrastructure to carryout what can essentially be 
considered an unfunded mandate. Currently, over half  
of  South Africa’s municipalities are in fi nancial diffi culty 
(Cashdan, 2000) and it is estimated that 50 to 80 million 
Rands is needed within the next ten years just to deal with 
the backlogs of  providing water services in urban areas 
alone (Jackson, 1997). 

Even though the national government assumed that 
wealthy white citizens of  South Africa would bear the 
cost of  providing free water services for the low-income, 
evidence shows that the wealthy are unwilling to pay 
higher user charges in order to cross-subsidize services 
for the poor. Therefore, if  South Africa is serious about 
providing water for all, the national government should 
provide the funding for not only covering operating 
costs, but also for maintaining facilities as well as building 
capacity and strengthening infrastructure. This process 
is especially important for municipalities in former 
homelands where racial segregation and concentration 
of  poverty is prevalent, making it impossible for local 
governments to cross subsidize services or improve water 
provision mechanisms. 

Local governments need adequate resources in 
order to become legitimate actors. Ribot (2001b) argues, 
“central governments have obligations to provide 
resources” and “provide basic infrastructure” in order to 
enable local governments “to provide services required 
by the central government” (p. 11). The author suggests 
that fi nancial resources must adequately cover the cost 
of  decentralized responsibilities. Otherwise, suggests 
the author, “the failure to empower local governments 
with fi scal resources undermines their effectiveness in 
the short run and their legitimacy over the long run” (p. 
46). Decentralizing service provisions without adequate 
funding will only place blame on to local governments. 
This will result in the frustration of  the local population 
who now has raised expectations of  how their government 
is supposed to serve them. 

Furthermore, evidence suggests that that pro-poor 
economic development cannot take place without strong 
infrastructure (Cashdan, 2000). According to the World 
Bank (1994), building infrastructure leads to economic 
development because “infrastructure represents, if  not 
the engine, then the ‘wheels’ of  economic activity” (p. 
14). The Food and Agriculture Organization (as cited 
in Gardudno, 2001) also stresses the importance of  
building capacity and infrastructure in order to achieve 
sustainable development. Because the absence of  strong 
infrastructure can lead to “fi nancial deterioration” in 
the long run, it is important to upgrade and improve 
infrastructure “through effi ciency gains, cross-
subsidisation, creative fi nancing and building on existing 
infrastructure” (Cashdan, 2000, p. 9). 

Furthermore, South Africa’s national government 
has made the mistake of  setting very high and unrealistic 
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water to all citizens and redress racial inequities effectively, 
the national government of  South Africa should provide 
the necessary funding to municipalities in order to enable 
them to build their capacity and infrastructure so that 
they can carryout their responsibilities. 

References
Alence, R. Sources of  Successful Cost Recovery for Water: Evidence 

from a National Survey of  South African Municipalities. 
Development Southern Africa, 19(5), 699 – 717.

Allan, A. (2003). A Comparison Between the Water Law Reforms in 
South Africa and Scotland: Can a Generic National Water Law 
Model Be Developed from These Examples? Natural Resources 
Journal, 43(2), 419-489. 

Bahl, R. & Linn, J. (1992). Urban Public Finance in Developing Countries. 
New York: Oxford University Press.

Bird, R. (1999). User Charges in Local Government Finance. 
Intergovernmental Fiscal Relations & Local Financial Management 
Program. Washington, D.C.: World Bank Institute.

Cashdan, B. (2000). Local Government and Poverty in South Africa. 
Municipal Services Project Background Research Series. Johannesburg: 
University of  Witwatersrand

Dosil, C. & Easter, K. (2003). Market Failure and role of  Markets and 
Privatization in Alleviating Water Scarcity. International Journal of  
Public Administration, 26(3), 265 – 290.

Follmi, R. & Meister, U. (2002). Product-Market Competition in the 
Water Industry: Voluntarily Nondiscriminatory Pricing. Working 
Paper No. 115. University of  Connecticut: Institute for Empirical 
Research in Economics.

Gardudno Velasco, H. (2001). Water Rights Administration: Experience, 
Issues and Guidelines. Rome: Food and Agriculture Organization 
of  the United Nations. 

Goldblatt, M. & Davies, G. (2002). Water, Energy and Sustainable 
Economic Development in South Africa. Development Southern 
Africa, 19(3), 369-387. 

Human Sciences Research Council (2005). Emerging Voices: A report 
on education in South African rural communities. Retrieved 
July 20, 2005, from the Nelson Mandela Foundation website:  
http://www.hsrcpress.ac.za/user_uploads/tblPDF/1957_00_
Emerging_Voices~13072005053638PM.pdf  

Huynh, M. (2004). At a Glance: Household Water Sources in South 
Africa using SALDRU 1993 Data. Retrieved March 12, 2005, 
from the South Africa Distance Learning Project website:  
http://saproject.psc.isr.umich.edu/workshop/spp_projects/
project.mary.huynh.pdf  

Jackson, B. (1997). Private Sector Participation in South Africa’s 
Water Sector: pressures, policies and lessons from experience. 
Retrieved February 15, 2005 from the Water Page website: http:
//www.thewaterpage.com/ppp_debate2.htm

James, A. (2003). Institutional Challenges for Water Resources 
Management: India and South Africa. Water, Households and Rural 
Livelihoods Project Working Paper 7. United Kingdom: Department 
for International Development.

Jordan, J. (1998). Georgia Water Series: Issues in Water Pricing. 
Retrieved March 15, 2005, from the University of  Georgia, 
Department of  Agricultural and Applied Economics website: 
http://www.griffi n.uga.edu/water/fs98_16.pdf  

Kasfi r, N. (1993). Designs and dilemmas of  African decentralization. 
In: P. Mawhood (Ed.), Local Government in the Third World: 
Experience of  Decentralization in Tropical Africa (pp. 24-48). 
Pretoria: Africa Institute.

Kingdon, G. & Knight (2005). Unemployment, Race and Poverty 
in South Africa. Retrieved July 20, 2005, from Global Poverty 
Research Group Website:  http://www.gprg.org/themes/t2-inc-
ineq-poor/unem/unem-pov.htm 

Klasen, S. (2002). Social, Economic, and Environmental Limits for 
the Newly Enfranchised in South Africa. Economic Development 
and Cultural Change, 50(3), 604-642.

Loehman, E. (2002). A New Method of  Water Utility. Retrieved 
August 21, 2005, from the Purdue University,  Department of  
Agricultural Economics website:  http://www.colorado.edu/
ibs/pubs/eb/eb2003-0002 

Manzungu, E. (2004). Water for All: Improving Water Resource Governance 
in Southern Africa. United Kingdom: International Institute for 
Environment and Development.

Mase, K. (2003). Equitable Share? An Analysis of  South Africa’s 
system of  Fiscal Transfers to Local Government in Terms of  
How it Addresses Vertical and Horizontal Fiscal Imbalances. 
Retrieved February 15, 2005, from the University of  
Birmingham, International Development Department website: 
http://www.idd.bham.ac.uk/research/dissertations/2002-2003/
khuluekile-mase.pdf

Mawhood, P. (1983). Decentralization: The concept and the practice. 
In P. Mahwood (Ed.), Local government in the third world (pp. 
1-22). New York: John Wiley & Sons, Inc.

McDonald, D. (2002a). The Bell Tolls for Thee: Cost Recovery, 
Cutoffs, and the Affordability of  Municipal Services in South 
Africa. Retrieved March 12, 2005 from the Municipal Services 
Project website:  www.queensu.ca/msp/pages/Project_
Publications/Reports/bell.htm 

McDonald, D. (2002b ). No Money, No Service: South Africa’s 
Poorest Citizens Lose Out Under Attempts to Recover Service 
Costs for Water and Power. Alternatives Journal, 28(2), 16-20. 

McDonald, D. (2002c). You Get What You Can Pay For: Cost Recovery 
and the Crisis of  Service Delivery in South Africa. United Kingdom: 
International Institute for Environment and Development.

Pollard, S. & Toit, D. (2005). Achieving Integrated Water Resource 
Management: the mismatch in boundaries between water 
resources management and water supply. Retrieved March 31, 
2005, from the International workshop on African Water Laws: 
Plural Legislative Frameworks for Rural Water Management 
in Africa website:  www.nri.org/waterlaw/AWLworkshop/
POLLARD-S.doc 

Reed, D. and de Wit, M. (2003). Towards a Just South Africa: The 
Political Economy of  Natural Resource Wealth. Pretoria: Council 
for Scientifi c and Industrial Research Republic of  South Africa 
(2005). A Draft Position Paper for Water Allocation Reform 



50

Statistics South Africa (2005). Labour Force Survey (LFS) March 
2005. Retrieved July 20, 2005 from  http://www.statssa.gov.za/
publications/P0210/P0210March2005.pdf  

UNDP Human Development Report (2000). Transformation for 
Human Development: South Africa. Pretoria: UNDP.

UNDP Human Development Report (2003). The Challenge of  
Sustainable Development: South Africa. New York: UNDP.

Van Koppen, B., Jha, N. & Merrey, D. (2002). Redressing Racial 
Inequities Through Water Law in South Africa: Interaction 
and Contest Among Legal Frameworks. Retrieved February 
15, 2005, from Indiana University Digital Library website: 
http://dlc.dlib.indiana.edu/archive/00000937/00/
vankoppenb120402.pdf

Wellman, P. (1999). Sustainability of  South Africa’s ‘water miracle’ 
Questioned. Retrieved March 12, 2005, from the Water Page 
website:  www.thewaterpage.com/SAWSProblems.html 

Woolard, I. (2002). An Overview of  Poverty and Inequality in South Africa. 
United Kingdom: Department for International Development

World Bank (1994). World Development Report 1994: Infrastructure For 
Development. Washington, D.C.: The World Bank.

World Bank (2002). Integrating Gender into the World Bank’s Work: 
A Strategy for Action. Retrieved April 15, 2005, from the 
Women and Philanthropy website: http://www.womenphil.org/
usr_doc/WB_TOC.pdf  

World Bank (2004a). South Africa at a glance. Retrieved 
April 04, 2005, from the World Bank website: http://
www.worldbank.org/data/countrydata/aag/zaf_aag.pdf  

World Bank (2004b). Reforming Infrastructure: Privatization, Regulation, 
and Competition. Washington D.C.: The World Bank. 

in South Africa: Towards a Framework for Water Allocation 
Planning. Retrieved August 21, 2005, from South African 
Government Information website:  http://www.info.gov.za/
gazette/otherdocs/2005/waterallocation.pdf  

Republic of  South Africa (1996). Constitution of  the Republic of  
South Africa. Retrieved March 15, 2005, from the Republic of  
South Africa Policy and Law website: http://www.polity.org.za/
html/govdocs/bills/sacon96.html?rebookmark=1

Republic of  South Africa (1997). Water Services Act.  Retrieved 
March 15, 2005, from the Republic of  South Africa Department 
of  Water Affairs and Forestry website: http://www-
dwaf.pwv.gov.za/Documents/Legislature/wsa97.PDF 

Republic of  South Africa (1998). National Water Act of  1998. 
Retrieved March 15, 2005, from the Republic of  South Africa 
Department of  Water Affairs and Forestry website:  http:
//www-dwaf.pwv.gov.za/Documents/Legislature/nw_act/
NWA.doc

Republic of  South Africa (2001a). Free Basic Water Provision: Key 
Issues for Local Authorities. Retrieved March 15, 2005, from 
the Republic of  South Africa Department of  Water Affairs 
and Forestry website:  www.dwaf.gov.za/FreeBasicwater/
Defaulthome.asp 

Republic of  South Africa (2001b). Free Basic Water Implementation 
Strategy. Retrieved March 15, 2005, from the Republic of  South 
Africa Department of  Water Affairs and Forestry website:  
www.dwaf.gov.za/FreeBasicWater/docs/Implementation%20str
ategy%20version%208.3.pdf  

Republic of  South Africa (2003). Financing Local Government: 
Challenges and Prospects for delivery. Retrieved February 
15, 2005, from the University of  Western Cape publications 
website: http://www.uwc.ac.za/fairshare/Pubs/
SA%20Economy/Financing%20Local%20Government.pdf  

Ribot, J. (2001a). Local Actors, Powers and Accountability in African 
Decentralizations: A Review of  Issues. Retrieved July 12, 
2005, from the Overseas Development Institute website: http:
//www.odi.org.uk/speeches/envgov2002/ribot/Ribot_local_
actors.pdf

Ribot, J. (2001b). Decentralized Natural Resource Management: 
Nature and Democratic Decentralization in Sub-Saharan Africa. 
Retrieved July 12, 2005, from the United Nations Capital 
Development Fund website: http://www.uncdf.org/english/
local_development/documents_and_reports/thematic_papers/
capetown_paper3.pdf

Ruiters, G. & Bond, P. (2000). Contradictions in Municipal 
Transformation from Apartheid to Democracy: The Battle Over 
Local Water Privatization in South Africa. Retrieved February 
15, 2005, from Queens University Municipal Service Project 
website:  www.queensu.ca/msp/pages/Project_Publications/
Papers/Contra.pdf  

Savenije, H.H.G. (2001). Why Water is not an Ordinary Economic 
Good. Value of  Water Research Report Series No. 9. The 
Netherlands:  Institute for Water Education.

Schreiner, B. & Naidoo, D. (2000). Water as an Instrument for Social 
Development in South Africa. Pretoria: Department of  Water 
Affairs and Forestry.


