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Abstract
South Africa’s unallocated water resources have dwindled to precariously low levels. Furthermore, it is generally
recognised by the authorities and specialists alike that it is likely that water demand will outstrip water supply within the
next decade. Macro-economically and strategically speaking, the question therefore is how to make best use of the
country’s available water resources?
We ask this question since South Africa is a country classified as having chronic water shortages, a condition exacerbated by climate change and the presence of invasive alien plant species. In this paper we address the question of sectoral
water allocation by applying a macro-economic comparative static Computable General Equilibrium (CGE) Model using an
integrated database comprising South Africa’s Social Accounting Matrix (SAM) and sectoral water use balances. We refer
to AsgiSA, the South African Government’s Accelerated and Shared Growth Initiative for South Africa, and conclude that
introducing the proposed programmes in a business-as-usual and water-intensive manner will strengthen the current growth
in the demand for water. This will bring forward, or accelerate, the need for introducing water rationing among sectors.
The importance of this conclusion cannot be emphasised enough. Water is essential, and recognised in as much in the
preamble to the National Water Act of 1998, with regards to livelihoods, health and from a socio-economic development
perspective since there are no substitutes for it. While water rationing is imminent, the reality thereof has not yet led to a
rethink of macro-economic policies. This delayed effect can create a degree of comfort and ill-founded complacency
leading to non-action, whereas there is an urgent need for proactive measures towards water conservation.
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Introduction
Water is indispensable for life. It is also indispensable for
economic activities. Water supply in South Africa, however, is
limited, unevenly distributed, and negatively impacted by both
changes in climate (Blignaut et al., 2009) and the prevalence
and spread of invasive alien plant species (Cullis et al., 2007
and Blignaut et al., 2007). The recognition of the country’s
precarious water supply conditions has led to innovative initiatives to address it, albeit marginally, such as the water neutral
scheme developed and operated by WWF-SA (Nel et al., 2009).
In this paper, however, we consider the implications for water
use, and the imminent need for water rationing, in the light of
macro-economic policy directives. We consider the impact on
both the macro-economy and on water use of the proposed 6
presidency-led AsgiSA (Accelerated and Shared Growth Initiative for South Africa) water-intensive projects. To do so we
provide background concerning South Africa’s water demand
and supply situation. We then discuss AsgiSA, followed by the
model and the results.

Background
DWAF (2004) estimates that in 2000 South Africa had a
total reliable surface water supply of 13 226 x 106 m3. In the
Revised version. Paper originally presented at the TIPS Forum
(Blignaut and Van Heerden, Cape Town) on 30 October 2008 under
the title: Is water shedding next?
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same year, the nation used 13 041 x 106 m3 (including an allocation for the ecological Reserve), leaving a surplus of only
186 x 106 m3 or 1.4% of the supply (at 98% assurance of supply)
for that year. Additionally, 12 of the country’s 19 water catchments recorded water deficits, which have only been offset by
an intricate system of engineered inter-basin water transfer
schemes. These worrisome statistics are supported by the
Water Resource Accounts for South Africa: 1995 & 2000 produced by Statistics South Africa (SSA, 2006). In theory, as the
remaining annual supply of a vital natural resource approaches
zero – crossing clearly identifiable thresholds of scarcity – the
marginal value of the resource approaches infinity (Farley and
Gaddis, 2007). This implies that the economic value of the
last 1.4% of unutilised water resource becomes very high, far
exceeding that of the prevailing bulk water tariff, which is a
cost-recovery-based tariff.
Moreover, the meagre water reserve mentioned above actually includes the water imported from neighbouring Lesotho
through large-scale engineering projects involving large dams
and tunnels. Unutilised domestic sources of water of significant
size are extremely limited and largely confined to 2 river catchments in the ecologically sensitive and relatively undeveloped
Eastern Cape Province. Water supply constraints are therefore
an issue with unparalleled economic development implications.
Other supply options are limited and expensive and include
desalination, the use of underground aquifers, wastewater
reuse, the additional import of water from Lesotho, and lastly
the import of water from the Congo River. These options would
be costly and, for the most part, highly capital intensive. Their
implementation will have a significant effect on water tariffs
with the result of making drinking water less accessible to
those who are most in need.
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