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46.
Mr J J Combrinck (ANC) to ask the Minister of Water Affairs and Forestry:

(a) What is water trading, (b) how can it be used to foster equitable re-allocation, (c) how important is it (i) as an allocation mechanism and (ii) for our country in general and (d) what can we learn from international experience regarding the above matter?
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REPLY:

(a) Section 25 of the National Water Act, 1998 (Act No 36 of 1998) allows a person holding an entitlement to use water, to either lease some or all of that water to another person on a temporary basis, or to sell the rights to use water to another person for use in respect of other land on a permanent (licensed) basis.  In both cases, the transaction concluded between the parties comprises a water trade between a willing buyer and willing seller.


The temporary trading of water is limited to the use of irrigation water and does not imply a licence application, but merely a request to transfer water for a limited (short) period of time, usually on a seasonal basis on irrigation schemes.

In the case of the permanent transfer of a water use entitlement, the prospective seller must officially surrender the water entitlement or part thereof, in order to facilitate a formal licence application by the prospective buyer.  The two parties can only conclude the trading transaction if and when such application is granted by the Department of Water Affairs and Forestry.

(b) The trading of water is not a major tool under the National Water Act, 1998 for reallocation of water but it does have some potential to contribute to reallocation. My Department provides financial assistance to resource poor farmers, and buying of water allocations can be subsidised under this assistance. In this regard, the State can assist historically disadvantaged communities or individuals to access water through water trading.  However, this is a new policy and the regulations are currently being finalised so that it can be implemented.
(c)(i)
As mentioned above, water trading is not the most important tool under the National Water Act, 1998 for reallocation of water for equity purposes or to protect aquatic ecosystems, but it is important as a tool for achieving greater efficiency of water use and greater productivity from water use.

(c)(ii)
Water trading is one of a number of tools under the National Water Act, 1998 that facilitate better water management. It is an important mechanism for promoting efficient and productive water use in a water scarce country. Trading has been mainly triggered by the increase in water tariffs caused by the introduction of the Water Pricing Strategy in 1999, which resulted in substantial annual price increases. As a result, farmers using water less effectively have sold water to more productive farmers. 


Water trading has also allowed municipalities and industry respectively, to buy water from farmers for provision of water services or to use water obtained in this fashion for industrial purposes. This also contributes to the efficient use of our scarce water resources.

(d) International experience has shown that if used appropriately under correct institutional arrangements and regulated properly, trading provides an excellent incentives for improved water use efficiencies. 
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