NATIONAL ASSEMBLY

FOR ORAL REPLY ON THURSDAY, 18 SEPTEMBER 2002

QUESTION NO 321

DATE OF PUBLICATION IN INTERNAL QUESTION PAPER: 12 SEPTEMBER 2002

(INTERNAL QUESTION PAPER NO 52)

Mr M S M Sibiya to ask the Minister of Water Affairs and Forestry:

(1)
Whether it is the intention to fully privatise water supply services; if not, why not; if so, what are the relevant details;

(2)
whether water supply services have been partially privatised; if not, what is the position in this regard; if so, to what extent? 













N2315E

--o0o—

REPLY: 

(1)
There is no intention to sell or dispose of water services assets to private sector companies.  Water assets provide an important social good and hence should remain in public hands, that is be owned by the municipality as the water services authority responsible for provision of services to all consumers in the area of jurisdiction.

(2)
“Partially privatise” is not an acknowledged term in the water sector and usually leads to great confusion and, therefore, let me explain the various terms commonly used.

Privatisation in the true sense is the (permanent) sale of fixed assets by the public sector to the private sector, and/or private investment and perpetual ownership of assets.

Private sector involvement includes (but is not limited to) support services (consulting services, outsourcing of various activities such as meter reading, cleaning, maintenance, etc.), contracting (construction, operations, management), the management of operations (private operation as defined above) and financing (bank loans, bonds, equity).  None of these activities are defined as privatisation, because the ownership of the water infrastructure assets remains in public hands.  In South Africa, the private sector has always played an important role in the water sector, especially those consultants and contractors who were involved in the construction of most of the water infrastructure we currently have in this country.
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The current debate about “privatisation”, however, focuses around the operations of water services infrastructure by private sector companies (private operation) and whether to allow a private company to be responsible for the services of a public good item.  This operation could be through a lease contract, a concession contract, a build-operate-transfer (BOT) contract, a management contract, or other related mechanisms (this is not defined as privatisation).  The sensitivity and debate is understood because water services are a monopolistic service and therefore the public needs protection, especially the poor.

In reply to the question to what extent the private sector has got involved in operations, I can reply that there are only three contracts with private sector companies, namely a management contract in Queenstown (in the Chris Hani District) and concessions in Nelspruit (Mbombela) and Dolphin Coast.  In all these cases the ownership of assets remain with the municipalities.

I can add that it is the municipality who can appoint a water services provider but only within a legal framework as set by National Government, e.g. the Municipal Systems Act, 2000 (Act 32 of 2000) and the Water Services Act, 1997 (Act 108 of 1997) prescribe procurement.  Regarding the contracts, I am pleased to say that I have earlier this year, by means of regulations, prescribed compulsory conditions to be included in such contracts.

The partnerships between municipalities and providers should be viewed in the best interest of the customers whether the final choice may be a public or private provider.

In conclusion then, let us focus on the best option and optimum local model for improved service delivery at municipal level.  Let us aim to increase access to services, improve management and efficiency and serve the poor in the best way available.

