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Defining and costing the public
interest function of Catchment
Management Agencies in South

PDG was contracted by the WRC to define the public interest
functions of CMAs that should be subsidised, and determine
the quantum of subsidy required. PDG firstly conducted a
literature review to consolidate previous work that has been
performed on the public interest functions of CMAs, and
determine an appropriate definition of ‘public interest’ and
apply this to the water resource management activities of
CMAs. Secondly, the cost of performing the functions was
calculated using a unit cost approach and building on
zero-based costing performed annually by the CMAs. Thirdly,
it was necessary to determine the proportion of certain
functions that were in the public interest. This was done
through a collective process, whereby the opinions of
numerous stakeholders were considered, and the most
appropriate proportion was selected. Finally, a Microsoft
Excel model was developed to calculate and project the
required subsidies for the six proposed CMAs.
The determination of the public interest component of the
CMAs functions is an inherently subjective process. Because
of this, the model that was developed was designed to be
flexible enough to allow for a broad range of inputs, and
calculated a range of possible subsidies to the CMAs.
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The outputs from the research were used by National
Treasury to determine the subsidies payable to CMAs. These
subsidies allow the CMAs to perform functions that are in
the public interest and ensure that water is sustainably
managed in South Africa.
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Catchment management agencies (CMAs) are responsible
for ensuring that water resources in South Africa are
managed efficiently, and to fulfil the Constitution’s requirements that everyone has access to sufficient water. The
catchment management agencies levy tariffs on raw water,
however, some of the activities of the CMAs have impacts
that extend beyond the customers who pay for these
services, and therefore it is necessary that the CMAs are
subsidised by the fiscus. This project sought to identify
these functions, called public interest functions.

