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Objectives 

ÅEnvironmental costing can be a complex 
topic

ÅHope to merely raise awareness of some of 
the costing related issues relevant to waste 
water

ÅFocus of the Buffalo River catchment 

ÅPresentation will cover three areas

ïWastewater related causes of 
environmental degradation

ïDrivers and nature of costs

ïValuation of costs
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Why worry about environmental costs?

ÅInformed decision making

ÅManaging risk (financial and reputation, etc.)

ÅLegislation requires it

ÅEIAs  require it 

ÅSustainability objectives (Agenda 21, decisions 

that affect future generations, etc.)

ÅInvestors want to know

ÅLenders want to know
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When would we need to know?

ÅConsidering technical options (should be part 

of the decision process) (not historically)

ÅEIAs (increasingly)

ÅInvestors and lenders (risks and due 

diligence assessments)

ÅInternal risk and liability assessments
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State of Rivers Report
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Buffalo River Catchment System
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Buffalo River ïcauses of degradation

Water Quality

8 WWTW discharge into Buffalo River or tributaries

The major impacts are caused by:

ÅNon-compliant treated sewage discharges results in 
unacceptably high chemical oxygen demand, faecal 
coliform counts, nutrients and algal blooms

ÅWastewater treatment related waste (sludge)

ÅOverflowing sewerage systems results in raw and 
partially treated sewage entering the river

Other sources

ÅIndustrial pollution e.g. textile industry effluent and 
tannery waste
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Treated effluent discharges
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WWTW discharging into the Buffalo River
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Disposal of sludge and screened material on site
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Buffalo River

The high nutrient loads cause eutrophication and 
result in potentially toxic algal blooms in the dam and 
excessive growth of water hyacinth.
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Buffalo River and marine pollution

Waste water contaminants enter estuarine and 

ocean waters through various pathways:

Åriverine inputs

Ånon-point source runoff from land

Ådirect pipeline discharges
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Hood Point Marine Outfall

Disposal of raw 

screened sewage to sea
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Marine pollution
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Cost drivers

Possible drivers of environmental costs

ÅLegislation

ÅIncreasing stakeholder interest and pressure

ÅLicense to operate

ÅLenders

ÅInvestors

ÅInsurers

ÅSustainability commitment ïAgenda 21 etc.
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Cost drivers

Existing relevant legislation

ÅNEMA

ÅNational Water Act

Proposed legislation

ÅIntegrated Coastal Management Bill 

ÅWaste Management Bill
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Waste Management Bill

Sec 22 - General duty in respect of waste 

management

Åwhere waste must be disposed of, to ensure that 

the waste is treated and disposed of in an 

environmentally sound manner;

Åmanage the waste in such a manner that it does 

not endanger health or the environment or cause 

a nuisance through noise, odour or visual impacts;
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Integrated Coastal Management Bill

MARINE AND COASTAL POLLUTION CONTROL

74. DISCHARGE OF EFFLUENT INTO COASTAL WATERS

A person who discharges effluent into coastal waters 

Å Must not waste water;

Å Return any freshwater in that effluent to the water resource from 
which it was taken;

Å Consider relevant factors

ï the interests of the whole community;

ï the socio-economic impact if the disposal is authorised

Å Must not  prejudice significantly the achievement of any 
objective set out in the national coastal management programme 
or the applicable provincial coastal management programme;



Coastal & Environmental Services

Costing hierarchy

Difficult to separate out costs into discrete categories
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Types of environmental costs

DIRECT COSTS ïBuffalo River

Compliance obligations

Å Obligations incurred in the normal course of 
business relating to laws and regulations that apply to 
activities that adversely affect the environment.  

Remediation obligations 

Å Obligations (existing and future) relating to the 
pollution or contamination of land, water or air.

Fines and penalties

Å Obligations to pay civil and criminal fines and 
penalties for statutory or regulatory non-compliance.

Compensation obligations 

Å Obligations to compensate private parties for personal 
injury, property damage and economic loss. 
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Types of environmental costs

INDIRECT COSTS  (EXTERNALITIES)

Å Costs of environmental degradation

Å Include costs to the broader society and 

are often loosely referred to as 

ñexternalitiesò.  

Å Difficult to quantify 
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Types of environmental costs

Examples of externalities ïBuffalo River

ÅCosts associated with damage: fauna, flora, 

land, air, water resources and the sea.

ÅCost to treat enriched water for consumption

ÅLoss of investment (tourism and industrial)

ÅLoss of recreational opportunities

ÅImpact on tourism opportunities

ÅHealth and illness

ÅLoss of resources: Water, nutrients, biomass
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Valuation of external environmental costs

Convention-

al Costs

Hidden 

Costs

Contingent 

Costs

Relationship

/ Image 

Costs

Societal 

Costs

Easier to 

measure

More 

difficult to 

measure



Coastal & Environmental Services

Valuation of externalities

Monetised externalities

Å High-level estimates

Å Surrogate information

ï Cost to mitigate damage (e.g. what would it 
cost to treat sewage on land as opposed to 
discharging into the sea)

Å Typically include a range of values. 

Non-monetized externalities

Å Impacts that can only be described 
qualitatively or limitations to monetized values 
(i.e. impacts on ecosystems, lifestyle, culture 
etc.). 
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Valuation of externalities

Example: Cost impacts of wastewater on tourism

Å In terms of the IDP, tourism is identified as a key 
component of promoting economic development in 
BCM. 

Å Quality of coastal water in BCM coastline could have 
a significant impact on the current and future growth 
of tourism in the area.

Å BCM Tourism Master Plan.  Recent 2002 visitor 
survey data showed the following:
ï 2002 estimated at R375 million PA (conservative)

ï Most foreign visitors (about 8-10%) of tourists identified 
beaches as an attraction for visiting the area, 

ï 72% of all visitors (foreign and domestic) identified the 
beaches as the aspect most enjoy

Å Blue Flag status problematic along EL beaches.

Å Lost investment
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Valuation of externalities

Example: Cost impacts  of wastewater on 

health

ÅHealth hazards, from the waterborne 

diseases such as cholera, typhoid and 

diarrhoea, the risk of illness from intestinal 

worms (helminths) and insect vectors.  

ÅRecent outbreak of Hepatitis A in BCM 

(2004) 

ÅLost workdays

ÅCosts of health treatment

ÅUnknown or unreported incidents
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Valuation of external environmental costs
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Valuation of external environmental costs

Cost of land-based 

treatment
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Semi-Quantitative valuation


