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1.

2.

On 10 May 2017, the Competition Commission
(the Commission), in exercising its powers
under Section 43B of the Competition Act
No 89 of 1998 (the Act), published a notice
that it would conduct a Market Inquiry into
land based public passenger transport sector
(the Inquiry). The Terms of Reference (ToRs)
for the Inquiry were also gazetted on the
same day. The Commission has identified
the public passenger transport sector to
include road and rail based public passenger
transport, as relevant to this Inquiry. The
modes of transport covered in the ToRs are
buses (excluding cross border services),
taxis (minibus, metered taxis, e-hailing) and
commuter rail (excluding tourist rail).
The Inquiry was initiated because the
Commission was of the view that there are
features or a combination of features in the
public passenger transport sector that were
distorting or inhibiting competition. The
Commission made this assessment based
on several complaints in the industry as well
as complaints lodged with the Commission
by some stakeholders. In addition, transport
sector is one of the priority sectors of
the Commission. South Africans spend a
significantly high proportion of disposable
income on public transport (over 20 per
cent) against a benchmark of 10 per cent for
developing countries. Over 73 per cent of
rural workers spend more than 20 per cent
of their monthly household income per capita
on public transport, while in urban areas the
percentage is 60.1 per cent and in metros
54.7 per cent. The implication is that any
resolution on identified impediments in the
public transport sector may have benefits in
the long run.

3.

Public transportation is also key to sustainable
economic growth in any country. Developing
and maintaining transport infrastructure, and
providing an effective and efficient public
transport system can create employment,
improve efficiency across the economy and
ensure sustainable development by reducing
carbon emissions from private vehicles in
congested urban spaces.

4.

Government has also dedicated Outcome
6 to promote “an efficient, competitive and
responsive economic infrastructure network”.
Transport related infrastructure and mobility of
commuters contribute to the achievement of
Outcome 6. Different spheres of government
play a role in pursuit of achieving Outcome 6
as will be elaborated in this report.

5.

The ToRs identified the central role of public
transport in providing meaningful mobility
for most of the population in pursuit of
economic participation. The ToRs identified
the following broad themes as the rationale
for initiating the Inquiry:
5.1. Price setting mechanisms: Analysing
different price setting mechanisms for
all modes of public transport and their
impact on competition;
5.2. Price regulation: Examining applicable
price regulations and their impact on
competition;
5.3. Route allocation, licensing and entry
regulations: Assessing the impact of
regulations, including route allocation,
licensing and entry requirements on
intermodal and intramodal competition;
5.4. Allocation of operational subsidies:
Assessing the impact of operational
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subsidies on some modes of public
transport and its impact on both
intramodal and intermodal competition;
5.5. Transport planning: Evaluating the impact
of government’s transport planning
framework on dynamism, efficiency and
competition; and
5.6. Transformation: Assessing transformation
issues, including ownership patterns in
the public transport industry.
6.

7.

Following the publication of the ToRs, the
Commission published the Stakeholder
Participation Guidelines (the Guidelines) and
Call for Submissions on 13 July 2017. The
Commission also held public hearings across
the 9 provinces between June 2018 and
August 2018. Oral and written submissions
were received from over 200 stakeholders.
All submissions and transcripts of public
hearings are available on the Commission’s
website (http://www.compcom.co.za/publicpassenger-transport-market-inquiry/)
This report provides the provisional findings
and recommendations of the Commission
with respect to all modes of transport (except
metered taxis and e-hailing services).
Rationale of separating the reports

8.

9.

This report (main report) focuses on the
traditional markets which are largely static
in nature (i.e. minibus, bus and rail) while
the second report has a specific focus on
e-hailing and metered taxi services. The
Commission is of the view that the dynamics
of competition between the metered taxis
and e-hailing services are driven largely by
technological developments. The innovation
and digitisation of the markets are referred
to as the fourth industrial revolution (4IR
or Industry 4.0). Competition assessment
and regulatory scrutiny in these evolving
technology or platform markets require
special attention given their dynamic nature.
This report therefore focuses on the traditional
markets which are largely static in nature. The
Commission is not in any way downplaying
some technological developments made in

the traditional markets, but the innovations
do not disrupt the way the industry generally
operates on a broader level.
Invitation for stakeholder comments
10. The Commission invites stakeholders to make
further submissions and provide comments
on both the provisional findings and the
recommendations contained in this report by
31 March 2020. This deadline for submissions
will be strictly enforced to ensure that the
Inquiry is finalised timeously. Submissions
can be made electronically to the following
address: ppt@compcom.co.za.
Overview of public transport in South Africa
11. For the purpose of this Inquiry, public
transport implies land based public
passenger transport consisting of three main
modes, namely; taxi, bus and rail. Public
transport in South Africa includes buses
(provincially contracted buses, unsubsidised
buses, municipal buses), taxis (minibus taxis,
metered taxis, e-hailing services), and rail
(Metrorail, Shosholoza Meyl and Gautrain).
12. Statistics South Africa (2015) indicated that
minibus taxis are the commonly used mode
of public transport in South Africa accounting
for 66.5 per cent of households who use
public transport. The bus and rail modes
account for 23.6 per cent and 9.9 per cent
respectively.
Is public transport in South Africa considered
as a network or system ?
13. The Constitution of the Republic of South Africa
provides that public transport is a concurrent
function between national and provincial
spheres of government. Municipal public
transport is assigned to local government. The
1996 White Paper on National Transport Policy
indicated that land passenger transportation
planning should be carried out in an integrated
fashion covering all modes. This planning
should be done at as low a level as possible
and by the relevant transportation authority.
The same observations were made in the
subsequent legislation (National Land Transport
Transition Act, 2000 (Act No. 22 of 2000); and
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the National Land Transport Act, 2009 (Act No.
5 of 2009) which added details regarding the
role of local government as planning authorities
and its interface with provincial and national
government.
14. The NLTA defines an Integrated Public
Transport Network (IPTN) as a system in an
area that integrates public transport services
between modes using various mechanisms
such as ticketing systems, network and
infrastructure sharing with the ultimate
objective of ensuring travel is done in a
seamless manner. The Commission did not
find any evidence of integration among various
modes of transport except for Gautrain buses
which are coordinated with the timetables of
Gautrain. Integration is an integral part of any
successful public transport network. With
integration, competition between or among
modes is eliminated to achieve efficiencies.
15. Despite the NLTA coming into effect in 2009,
a decade ago, public transport in South Africa
is still not considered as a network or system
that facilitates easy connection between
different transport modes. This contrasts
with experiences from developed countries
where public transport is integrated, and
commuters can connect seamlessly between
different modes. One of the reasons for lack of
integration is the fragmentation in the roles of
each sphere of government in the provision of
public transport. While the NLTA clearly clarifies
the roles of different spheres of government,
ineffective intergovernmental relations have
resulted in uncoordinated operations creating
inefficiencies. For instance, transport planning
is the responsibility of local government, but
provinces are the contracting authorities for
subsidised bus contracts and these buses
operate within municipalities. In addition,
some metropolitan municipalities also have
metro bus services as well as Bus Rapid
Transit (BRT) both serving different objectives.
Duplication of transport services by various
modes on some routes has also been identified
as one of the inefficiencies as a result of lack
of coordination.
16. Despite the envisaged role of municipalities
as planning authorities, public transport in
general is not prioritised by local government
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given its competing mandate of providing
other basic services (a few metros are an
exception). By extension, public transport
planning is therefore not given adequate
focus and attention as most municipalities
do not have dedicated units dealing with
public transport. In circumstances where the
municipality has people dealing with public
transport, the skills in that department are
not commensurate with the tasks required.
For example, some municipalities have traffic
enforcement officers attending to issues of
transport planning. Some cities only started
recruiting personnel when funding was
made available during the roll out of the BRT
system.
17. The lack of capacity is also a major inhibiting
factor in transport planning and integration, with
municipalities lacking the necessary human
capital and skills. The Department of Transport
(DOT) states in its 2017 Revised White Paper
on Transport Policy that the lack of capacity at
the municipal level is a major inhibiting factor in
municipalities preparing transport plans. DOT
appointed some transport planning experts to
assist a number of municipalities to develop
Integrated Transport Plans (ITPs) given the
lack of capacity at local government level.
Submissions from stakeholders indicate that
there is lack of capacity in municipalities (and
sometimes provinces) to prepare meaningful
transport plans thus leading to the slow or
inadequate implementation of such plans which
effectively limit the prospect of integration.
Some provinces lack capacity but can attract
skills if resources are made available. Given the
lack of priority for public transport and lack of
capacity within local government, provinces
or Provincial Transport Authorities should be
better equipped to deal with these functions
if adequate resources are provided.
18. The Commission finds that the lack of
integration in the public transport system is
worsened by the persistent inequality between
modes (i.e. minibus taxi and BRT) and within
modes (i.e. Gautrain and Metrorail). The
stark differences in infrastructure investment,
service levels and quality standards in the
modes is an impediment to integration. The
differences in service levels further deepens
the socioeconomic divide in the society as
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public transport is now catering for different
classes.
19. Another example of the lack of integration
is in the provision of rail services by both
Metrorail and Gautrain in Gauteng. This is not
an efficient utilisation of limited government
funding as both services are subsidised.
International experience suggests that
rail operations exhibit natural monopoly
characteristics and therefore should not be
duplicated. Metrorail is operated at a national
level and Gautrain at a provincial level and
ideally commuter rail should be provided by
one entity to derive economies of scale and
foster integrated planning.
20. While Metrorail and Gautrain indicated that
consultations between the two services
are done, this is not an efficient way of
integrating public transport as the outcomes
of intergovernmental consultations may not
have binding effect. International experience
and policy documents from DOT such as the
Revised White Paper on National Transport
Policy support the devolution of rail and
public transport in general to lower levels
of government. Devolution is envisaged to
improve accountability as well as effective
response to local needs. Decentralisation
of rail operations may improve decision
making process and remove unnecessary
bureaucracy.
21. Integration of transport modes has not yet
been achieved in South Africa and this is
further exacerbated by the way subsidies
are transferred to the different spheres of
government. Consolidation of transport
planning and public transport operations
under a single transport authority may provide
the necessary efficiencies.
Impact of spatial planning on public
transport
22. The system of apartheid in South Africa left
a legacy of social segregation which resulted
in black people settling far away from

economic hubs. Spatial planning problems
are still lingering in the democratic South
Africa because of limited land available
closer to economic opportunities. In order
to promote mobility, governments across
the world use public transport subsidies to
achieve economic, social and environmental
objectives. The apartheid government The
apartheid government made provision for
public transport subsidies to foster social
segregation and at the same time ensure
that blacks could access affordable public
transport and participate in economic
activities made provision for public transport
subsidies to ensure that blacks could access
affordable public transport and participate
in economic activities. The public transport
subsidies in South Africa were then targeted
at bus and rail operators to ensure mobility
between work and where people live.
23. This was the genesis of the urban public
transport system that we see today which
relies on government subsidies to ferry people
to places of work. Subsidies more broadly
assist workers to reach places of work and
this has inherently created two peaks periods
in the day – morning and evening peak with
idle capacity during off-peak. Unfortunately,
with respect to peak periods, nothing has
changed from the apartheid period – the two
peaks periods still exist for both bus and
rail operations. The problem with only two
peak periods in a day results in inefficiencies
in the subsidy framework as the assets are
idle during off-peak periods. What would
have been ideal is that mass movement of
commuters by rail and buses during peak
period would be complemented by minibus
taxis during off-peak. This would only happen
if South Africa’s public transport system was
integrated. Public transport system is not
integrated in South Africa as evidenced by
duplication of routes by subsidised modes,
for example, bus rapid transit (BRT) routes
and Gautrain bus routes.

What informs the current subsidy regime?
24. Government currently does not have a subsidy
policy which provides justification for some
modes of transport being subsidised while
others are not. It appears that the apartheid
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subsidy framework was taken over by the
new government with some adjustments.
Government has been able to introduce new
transport infrastructure grants in response
to the transport needs. The introduction of
the new subsidies may be considered as
isolated intervention without comprehensively
reconfiguring the subsidy framework. The
Commission notes the effort by government
to change the subsidy framework in response
to specific needs, but these interventions are
still largely uncoordinated.
25. For example, the introduction of Gautrain was
premised on the need to induce a modal shift
from private car usage to public transport
by providing an attractive offering in terms
of travel time, cost savings over vehicle
operating costs and reduction in traffic
congestion. Based on this need, government
funded the construction of the Gautrain
through a Public-Private Partnership. It is
therefore clear that government responds
to specific needs that arise because of the
absence of a formal subsidy policy that
should be a guiding document to inform
decisions on future infrastructure investment.
26. Different subsidies are allocated to different
spheres of government and given the
intergovernmental coordination failures, value
for money is compromised (from duplicated
effort due to lack of integration) and economies
of scale from planning perspective is lost.
Several subsidies have been introduced over
time to cater for urban transportation needs
and address new challenges as highlighted
above.
27. The main objective of public transport
subsidies is to ensure that all South Africans,
including the poor and unemployed, have
access to affordable public transport. In
South Africa, different types of subsidies are
allocated to different spheres of government
and to different modes of transport. For
example, there are designated subsidies for
passenger rail services provided by Metrorail,
a division of Passenger Rail Agency of South
Africa (PRASA) and Gautrain, municipal bus
services provided by various metropolitan
municipalities, contracted commuter bus
services provided by private operators who
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have entered into contracts with respective
provincial governments and BRT/ Integrated
Rapid Public Transport Networks (IRPTN)
provided by various private operators through
contracting with local government.
28. Public transport integration has been a
challenge, and this is further exacerbated
by the way different subsidies are allocated
to the different spheres of government. The
subsidies are often standalone interventions.
Consolidation of planning functions and
subsequently operating public transport
under a single entity or transport authority may
provide the necessary efficiencies. Subsidies
should ideally be allocated to this single entity
to promote integrated planning. The transport
authority will determine the appropriate mode
of transport to deploy based on the needs
and efficiency considerations.

The current subsidies
29. A total of 13 cities have implemented or
are in the process of implementing BRT/
IRPTN. The introduction of BRT/IRPTN
was influenced by (i) the 2010 FIFA Soccer
World Cup, (ii) availability of capital grants
by national government to municipalities for
infrastructure spending for IRPTNs of which
BRTs were a significant component, (iii) the
need to transform and empower the minibus
taxi industry and (iv) the need to reduce
travelling costs and time for commuters to
offset inefficient apartheid spatial planning.
30. Given the availability of funding, the majority
of smaller cities did not conduct feasibility
studies to identify the need for an IRPTN
system in their respective municipalities. This
is especially worrying where some IRPTNs
are set to be implemented on routes where
there are existing public transport providers.
This results in duplication of services and
inefficiencies as experienced by the Cities
of Johannesburg, Tshwane and Cape Town.
The inefficiencies that have been identified
with the current BRT/IRPTN model are: (i)
increasing under-recovery of revenue leading
to increasing subsidies, (ii) low ridership due
to poor selection of routes, (iii) unnecessary
(uneconomic) infrastructure roll out, and
(iv) lack of capacity and mismanagement
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of the Bus Operating or Vehicle Operating
Companies (BOC/VOCs)

was reached) and lack of adequate funding
to implement a tender system.

31. The Commission finds that the IRPTN
system in its current format has led to several
inefficiencies due to low passenger numbers.
This results in under-recovery of revenue. In
some instances, wrong corridors were chosen
for the first phase of the implementation of
the IRPTN system. The chosen corridors
had low density routes, and low passenger
volume. In some cities, it is evident that no
feasibility studies or needs assessments
were conducted to justify the implementation
of the system. The IRPTN system is therefore
not the most suitable model to address South
Africa’s public transport challenges and if no
review is conducted urgently, no tangible
economic benefits will be derived.

33. As a result of this, no new contracts have
been concluded since 2003. The bulk of
interim contracts, which are now renewed on
a short-term basis and account for more than
60 per cent of the subsidy budget, have not
been converted to tendered contracts as per
initial plans.

32. For contracted commuter bus services,
provinces are entrusted with the responsibility
to manage the contracts. These contracts
are administered based on conditions set out
in the Division of Revenue Act. administered
by National Treasury and the Act provides
for the equitable division of revenue among
national, provincial and local government.
During the transition from the apartheid
regime, government continued with the bus
contracts. As a provisional measure, before
the finalisation of the contracting system,
government signed interim contracts with
bus operators that were already part of the
subsidy system. These contracts were to
serve as a bridging mechanism between the
lifelong permit system (which existed during
the apartheid era) and the tendered contracts
(which were meant to be implemented).
Government’s plan in this regard was to
have all subsidised bus services on tendered
contracts by end of 2000. Given the
purpose and circumstances that led to their
introduction, interim contracts were meant to
be effective for a period of one to three years.
However, these contracts have now been
in existence for over 21 years. Negotiated
contracts were concluded (instead of
tendered contracts) between 2000 and 2003
due to labour challenges (if an incumbent
bus operator lost the tender, there was no
clear way of dealing with employees and the
assets, therefore a negotiated settlement

Subsidies have limitations
34. The roll out of subsidies encountered several
challenges. For contracted bus services, the
Commission finds that the commuter bus
subsidy system, in its current form, prevents
competition
between
commuter
bus
operators and serves as an artificial barrier to
entry, especially for small bus operators. The
extension of the current subsidy contracts in
perpetuity has had unintended consequences
of creating de facto monopolies on subsidised
routes. The situation is exacerbated by the
fact that competition in the provision of
subsidised commuter bus services only
exists at the contracting phase and not on
the routes (competition for the market).
The lack of competition along some of the
subsidised routes has created inefficiencies
to the detriment of commuters. While the
Commission understands that competition
for the market is important, the persistent lack
of new tendered contracts has resulted in the
incumbent operators being inefficient. These
inefficiencies include the provision of poorquality services by some of the subsidised
bus operators.
35. Subsidised routes, schedules and timetables
are old and outdated, and consequently,
do not adequately respond to the needs of
commuters. While there is flexibility in some
of the provinces, which allows the review of
schedules and timetables from time to time,
this does not exist in all provinces, such as
Gauteng. This lack of flexibility compromises
the quality of service provided to commuters.
36. Furthermore, the allocation of bus subsidies
does not adequately consider challenges and
costs incurred by bus operators, especially
bus operators that service rural communities.
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In rural areas, poor road infrastructure serves
as a major barrier in the provision of public
transport. In this regard, rural communities
appear to be neglected. Small bus operators
have been relegated to providing commuter
bus services in rural areas where conditions
are extremely bad.
37. Commuter rail is subsidised across the world
for economic, social and environmental
reasons. In South Africa, Metrorail services
are considered a social service and thus
provided in the interest of the public. Metrorail
is inefficient in the provision of urban rail
commuter services - there are several
challenges that constrain the quality of the
service, including continuous breakdown of
trains, unreliable services, and fare evasion
by passengers. Metrorail experienced a
significant decline in passengers as a result
of the poor performance, late arrivals and
deteriorating service standards (even though
its prices are the lowest in the industry). The
system has been vulnerable to threats such
as passengers who have been avoiding
paying fares. Metrorail highlighted that the
“open system” results in easy access to the
railway, facilitating illegal activities such as
cable theft.
38. Contrary to the social service provided by
Metrorail, the main objective of the Gautrain
was to reduce traffic congestion in Gauteng,
thus providing an alternative for private motor
vehicle users. Gautrain provides a superior
service that benefits a smaller proportion of
the commuters, despite significant subsidies
provided by government. Rail (both Gautrain
and Metrorail) accounts for around 9.9 per
cent of commuters yet receives substantial
support from government.
39. Commuter rail in most countries is viewed
as a natural monopoly where duplication of
the rail infrastructure is not ideal given the
high fixed costs. The high fixed costs include
costs of laying tracks, building a network,
as well as the costs of buying or leasing the
trains. These costs are prohibitive and deter
the entry of a competing or complementary
rail service. South Africa is among a few
unique examples in the world where two
government funded rail operators provide a
commuter service in one geographic region,
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i.e. Gauteng. The question that arises, is
whether it is socially desirable and efficient to
have the two operations in Gauteng, even if
the service offering is different. Consolidation
of rail operations will yield efficiencies and
economies of scale over time. Planning for
expansions would be better coordinated if only
one entity was responsible for rail operations.
The Department of Transport’s draft White
Paper on National Rail Policy advances the
position that rail internationally is best served
by local government with clear understanding
of the local dynamics and needs. However,
given the interconnectedness of the metros
in Gauteng province, it would be ideal for the
entity to be at a provincial level.
40. From a design perspective, Gautrain and
Metrorail operate on different gauges.
Metrorail operates on a Cape gauge (1067mm
between tracks) while Gautrain operates on
a standard gauge (435mm between tracks).
It is therefore not technically feasible for
the rail tracks to be used interchangeably
by the different train sets. The draft White
Paper on National Rail Policy concluded
that South Africa will implement a standard
gauge technology going forward given its
efficiencies compared to the Cape gauge. In
addition, the African Union has also declared
the standard gauge as the ideal technology
for Africa.
41. Current subsidies in public transport respond
to specific needs in an uncoordinated manner
as subsidies are distributed to all spheres of
government. Consolidation of subsidies may
provide the necessary efficiencies.

Breakdown of subsidy allocation
42. The minibus taxi industry accounts for
approximately 66.5 per cent of commuters,
buses 23.6 per cent and rail 9.9 per cent.
There is a skewed relationship between
ridership levels and subsidy funding. Despite
the investment by government in the form
of subsidies, commuters still prefer the
unsubsidised mode of transport (minibus
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Allocation of subsidies 2017/18

Ridership 2015

Source: National Treasury and Statistics South Africa
taxis) for several reasons. The taxi industry
has been resilient over time despite limited
support from government.
Minibus taxis and unsubsidised bus
services
43. Given the shortcomings of the subsidised bus
and Metrorail services, minibus taxi operators
have managed to enter and expand in the
market. On the other hand, unsubsidised bus
operators in the commuter bus market find it
difficult to compete effectively in the market
without subsidies. In most instances these
operators provide services in rural areas
where they often encounter challenges with
poor road infrastructure, frequent breakdown
of buses and high maintenance costs. As a
result, some unsubsidised bus operators
have resorted to providing scholar transport
where they compete with other unsubsidised
buses.
44. The minibus taxi industry is relatively informal
and as a result, information on its size is
difficult to find. However, it is estimated to
be worth between R60 billion and R90 billion.
There are 150 000 minibus taxi owners/
operators operating an estimated 200 000
– 250 000 minibus taxis in the country. The
minibus taxis are estimated to be conveying
around 15 million commuters daily. The
industry is responsible for employing 300 000

drivers, 100 000 rank marshals, 100 000 car
washers and 150 000 informal traders at taxi
ranks.
45. Minibus taxis have proven remarkably
effective and efficient in providing public
transport services, particularly over shorter
routes. They are the only mode of public
transport that does not benefit from any form
of operational subsidy and only received
1 per cent of the total subsidy in the form
of capital subsidy (taxi recapitalisation).
The minibus taxi industry is responsible for
transporting 66.5 per cent of households.
46. Given the significance of the minibus taxi
industry to the entire public transport sector,
any impediments, whether regulatory or
competitive, have a detrimental impact
on the proper functioning of the public
transport sector. The minibus taxi industry
is undoubtedly the major player in public
transport. It is in this context that the
Commission assessed the regulatory
impediments to the minibus taxi industry and
tried to find solutions to the issues given the
resilience of the industry.
Regulatory failures compromising
minibus taxi operations
47. The top concern from the taxi industry is
that subsidies skew competition in favour
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of the subsidised services. The Commission
did not find sufficient evidence to conclude
that subsidies impede competition given
the inefficiencies observed in the subsidised
services. Despite some of the concerns by
commuters, the minibus taxi industry is the
preferred mode of transport by the majority
of the commuters due to its reliability and
easy access to commuters.

Route allocation
48. Approval of operating licences on routes is
primarily the responsibility of the Provincial
Regulatory Entities (PREs) with the directives
from municipalities (planning authorities). In
terms of making its recommendation to the
PRE, the municipality is required to assess
whether there is a need for public transport
on a particular route, based on its Integrated
Transport Plans (ITPs). Various stakeholders
submitted that municipalities take a long
time to provide their directives to the PRE,
resulting in a backlog of applications which
has led to some operators being on the
road illegally. Public transport function is
not prioritised by planning authorities and
is often not well capacitated. The backlog
of applications in Gauteng can be traced
back to 2007. The general time period for the
issuing of operating licences is approximately
9 to 18 months in some provinces, as
opposed to the stipulated 60 days in the
National Land Transport Act No. 5 of 2009.
PREs are empowered to make decisions
on applications without the directives from
planning authorities but are reluctant to do
so.
49. One of the major challenges in issuing
operating licences timeously is the heavy
reliance of PREs on the National Land
Transport Information System (NLTIS) for the
processing and issuing of operating licences
prior to the adjudication of applications. The
Gauteng PRE indicated that this system has
not been functioning dependably for at least
ten years, resulting in inefficiencies.
50. Conflict over routes has plagued the minibus
taxi industry for many years. Submissions
from the industry indicate that there is
currently no framework to guide planning
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authorities and the PREs in the allocation of
new routes arising from the development
of new residential areas or shopping malls.
Ordinarily, this should rest with the planning
authorities, however, in instances where the
new developments are adjacent to routes
serviced by two or more taxi associations,
problems are bound to happen as it is difficult
to assign routes. This lack of a framework
results in inefficiency in the allocation of
routes and also duplication of routes. In some
instances, both the municipality and the
PRE are not aware of the existence of these
new routes and the minibus taxi operators
develop the routes based on identified needs.
Submissions received indicate that in most
cases, taxi operators deviate from the routes
specified in the operating licence to service
demand experienced as a result of new
developments. This has often led to conflict
between taxi associations in instances where
the new routes overlap on existing routes
operated by two associations.
51. Moratoria on operating licences occurs in
instances where the routes are overtraded or
oversaturated. Overtrading reduces profitability
of routes and normally escalates tensions
within the industry. Four provinces have
declared moratoria on new operating licences
for minibus taxis. Illegal operations continue
despite the moratoria and it seems there is no
credible plan by government to address illegal
operations. Submissions received indicates
that public transport law enforcement is very
limited and not prioritised by municipalities and
provincial governments.

Access to and cost of finance
52. Minibus taxi operators are of the view that
the cost of finance is exorbitant. The minibus
taxi industry has argued that SA Taxi Finance
is the only developmental credit provider
servicing the minibus taxi industry. As such,
the minibus taxi industry is of the view that
SA Taxi Finance is charging excessive interest
rates. One of the reasons advanced for the
high interest rate charged by developmental
credit providers is that they access cost of
capital at relatively higher rate compared
to commercial banks. The Commission has
observed that the structure of the minibus taxi
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financing market is not conducive to promote
effective competition. SA Taxi Finance has
no real competition and the Commission has
reason to believe the interest rates charged
for the provision of credit to finance minibus
taxis may be exploiting minibus taxi operators.
The Commission is further concerned that
potential competitors in the developmental
credit market (commercial banks) have chosen
not to participate effectively in this market, yet,
these commercial banks extend credit to SA
Taxi Finance.
Interprovincial bus services
53. Interprovincial bus services entail the
provision of scheduled bus services linking
all the major cities and towns in South Africa.
The market for interprovincial bus services
has seen some gradual expansion over the
years, with new operators coming into the
market. Among others, the new entrants face
barriers including regulatory (objections from
established operators), financial and access
to terminal facilities.
54.The Commission finds that certain practices
in the provision of interprovincial bus
services limit, distort and/ or prevent
competition between bus operators. These
practices are enabled by, among others,
ineffective implementation and application
of the current regulatory framework. The
current regulations relating to applications
for operating licences are open to abuse
and exploitation as large established bus
operators object to applications by new and
existing players that try to expand. The abuse
of this process creates an artificial barrier to
entry and inhibits the ability of bus operators,
especially small operators, to grow and
expand. This practice also entrenches the
position of bus operators that are prone to
raising frivolous and vexatious objections.
While any bus operator is entitled to object
to applications for operating licences, the
abuse of this process distorts and, in some
instances, prevents effective competition in
the provision of interprovincial bus services.
55. The depth and severity of this problem is
best described by the Gauteng PRE which
indicated that most of the objections are

meant to create barriers for new entrants.
Incumbent operators have financial resources
to go through the litigation and appeal
process. Some applications get delayed
by two or three years and potential new
operators decide not to enter the market.
56. Interprovincial bus services require access
to terminal facilities. PRASA manages most
of the terminals in the country and provides
access to these facilities through its division,
PRASA CRES. The intermodal terminal
facilities managed by PRASA CRES include
Park Station (Johannesburg), Pretoria Station,
Bloemfontein Station, Polokwane Station and
the Cape Town Railway Station. PRASA is
vertically integrated in that, over and above
owning and managing most of the bus
terminal facilities in the country, it is also active
in the interprovincial bus services through its
subsidiary Autopax Passenger Services (SOC)
Ltd (Autopax). Autopax operates two brands,
City to City and Translux.
57. PRASA’s presence in both the provision of
intermodal terminal facilities and the provision
of interprovincial bus services is undesirable.
Interprovincial bus operators have expressed
concerns over the fees charged by PRASA
CRES at terminal facilities, especially at Park
Station (pay-per-use system). Bus operators
have raised a concern that Autopax is
getting preferential treatment as it does not
pay terminal fees and has been allocated
exclusive loading and off-loading bays at Park
Station. Though PRASA submitted that the
only relationship between the two entities is
that of a lessor and lessee and no preferential
treatment is extended to Autopax, evidence
gathered by the Commission shows the
contrary.
57.1. Autopax has the largest debt compared
to other operators. While there are other
bus operators that have defaulted in
making payments, Autopax is a perennial
defaulter with no concomitant action by
PRASA CRES to recover the debt, other
than issuing letters of demand. PRASA
CRES has submitted that the reason
Autopax has the highest debt is that it
has the largest bus fleet compared to
other operators. However, during the
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of March 2018, PRASA Group CEO had
advanced Autopax a loan of R50 million.
PRASA’s provision of financial support
to Autopax creates distortions in the
competitive environment. Autopax has
been a consistent underperformer (loss
of R28.5 million, R212.5 million and
R304.6 million for 2015/16, 2016/17
and 2017/18 respectively). The most
revealing observation is contained in
both PRASA Group and Autopax’s
strategic documents which highlight
that Autopax’s underperformance is
attributed to, among other things,
personnel without relevant technical
expertise (no core technical skills) and
Autopax’s management team lacks
relevant experience in the bus industry.

Commission’s public hearings, Autopax
pointed out that while it has 519 buses,
only 160 buses were fully operational
and in November 2017 only 90 buses
were running. Moreover, PRASA CRES
does not seem to provide a convincing
argument why no action was taken for
non-payment of services for 19 months.
Recently, PRASA CRES attempted
to recover the outstanding amount
from Autopax, but the effort was not
supported by the PRASA Group EXCO.
This indicates that the PRASA Group
is involved directly in the affairs of
the entities even if these entities have
separate boards.
57.2. The Commission has established that
Autopax’s semi-luxury brand, City to
City, has been allocated an exclusive
loading area and ticketing office, by
PRASA CRES at Park Station. This
arrangement commenced in 2000. City
to City used the allocated space based
on a developmental lease agreement
that was entered into by Autopax (when
it was still part of Transnet) and PRASA
CRES. PRASA submits that Autopax
developed the leased area and effected
numerous improvements using its own
CAPEX. When Autopax leased the area, it
was the only operator allowed to use this
area at Park Station. The developmental
lease agreement was continuously
renewed until June 2018. Although the
lease agreement has since terminated,
Autopax continues to use the exclusive
area. Given the importance of access
to terminal facilities by interprovincial
bus operators, the exclusivity granted
to Autopax is unjustified. Moreover,
Autopax is not consistent in paying for
use of such facilities.
57.3. The Commission finds that PRASA
constantly provides financial support
and bailouts to Autopax. For example,
when Autopax failed to pay salaries to
its staff in April 2018, PRASA Group CEO
confirmed in a press release that PRASA
had continuously supported Autopax as
a business and would continue to do
so. He further mentioned that at the end
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58. Between March 2017 and July 2019, the
Commission received five complaints from
interprovincial bus operators concerning
allegations of, among other things, excessive
access fees charged by PRASA for access
to loading bays at Park Station. The
complainants also alleged that PRASA grants
favourable trading terms to Autopax by
affording it extended payment terms for the
use of bus terminal facilities and allocating
it (Autopax) exclusive loading bays at Park
Station. Such favourable trading terms create
a competitive advantage for Autopax.
59. The Commission duly investigated the
complaints and found that PRASA has
contravened sections 8(1)(c), 8(b) and 8(a)
of the Act. In particular, the Commission
found that the bus access fee, which was
introduced by PRASA through the PayOn-Use System, is unreasonably high and
has significantly increased the operating
costs of interprovincial bus operators. The
Commission also found that PRASA is
reluctant to demand payment from Autopax
for bus access fees and rentals for leasing
office space at Park Station. Furthermore,
PRASA has allocated a large exclusive
area to Autopax at Park Station, while not
providing access to loading bays to several
interprovincial bus operators that have
applied for access to Park Station. Based
on these findings, on 07 February 2020, the
Commission referred the five complaints to
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the Competition Tribunal for determination.
60. PRASA’s ownership of Autopax creates
perverse incentives as PRASA always tries to
safeguard and protect the interests of Autopax
even in instances where it is not economically
justifiable to do so. The interprovincial
bus services market is competitive and
the continuous protection or bail out of
Autopax seems unjustifiable. This concern
is exacerbated by the fact that Autopax is
inefficient and has been underperforming
for years. PRASA’s protection of Autopax
distorts, limits and/ or prevents fierce
competition between Autopax and other bus
operators.
Rural Transportation
61. South Africa is largely dominated by rural
provinces such as Eastern Cape, Limpopo,
North West, Free State and Mpumalanga.
Several factors contribute to the inadequate
provision of public transport services in
South Africa’s rural areas. The DOT’s Rural
Transport Strategy (2007), together with the
submissions received by the Commission,
highlight several rural specific characteristics
as key challenges in rural public transport:
61.1. Rural areas in general are sparsely
populated, which makes provision of
public transport infrastructure costly
and difficult;
61.2. High incidence of poverty and levels
of unemployment in rural areas make
the demand of public transport
uneconomically viable for unsubsidised
operators; and
61.3. Road conditions in rural areas are
horrific to the extent that buses can get
stuck during rainy seasons. As a result,
operators are faced with low economies
of scale which lead to high operating
costs which are not catered for in the
design of subsidised contracts for
buses.

62. Safety influences the choice by commuters
of the mode of transport irrespective of
whether that mode is the most efficient
and economic. Unsafe modes of transport
with high incidences of crime, violence and
conflict negatively affect consumer welfare in
the transport sector. The safety and security
challenges present in public transport are
partly a result of bigger socio-economic
problems such as unemployment and lack of
service delivery in South Africa. This leads to
community protests and vandalism of public
transport vehicles and infrastructure which
has a negative impact on the provision of
safe and reliable public transport.
63. The fragmentation in law enforcement in
public transport makes it difficult for effective
enforcement. Enforcement agencies includes
SAPS, Metro police, Rapid Rail Unit, provincial
traffic police, municipal traffic officials, officers
deployed by PRASA and Gautrain and other
private security companies. A common
strategy to deal with violence in the public
transport industry is required.
Transformation
64. The ToRs have a specific objective to track
the extent of transformation in the landbased passenger transport industry. One of
the objectives of the Competition Act is the
promotion of a greater spread of ownership,
in particular, of historically disadvantaged
individuals (HDIs). In accordance with the
ToRs, the Commission identifies, firstly,
the critical inputs required by operators
for the provision of transport services and
secondly, considers some of the initiatives
put in place by government and its impact on
transformation.
65. The Commission’s findings in relation to
transformation are:

Violence in public transport distorts
competition and choice of commuters
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65.1. There is no or limited transformation within
the public transport industry across the
value chain (financing, manufacturing,
fuel supply etc). Upstream levels of
the value chain such as financing and
manufacturing are not transformed;
65.2. At an operational and ownership level,
the minibus taxi businesses are majority
black owned;
65.3. There are long standing bus subsidy
contracts between government and
large commuter bus operators that limit
the ability of historically disadvantaged
persons and small bus operators
to participate competitively within
the commuter bus industry and this
subsequently hampers transformation;
65.4. Frivolous objections to licence
applications by established bus operators
is an impediment to transformation in
the interprovincial bus industry as it
disadvantages small bus operators owned
by HDIs; and
65.5. The roll out of the BRT/IRPTN was
established to transform and empower
the minibus taxi industry, by forming Bus
Operating or Vehicle Operating Companies
(BOC/VOCs) which will run the BRT/IRPTN
system. The implementation of the BRT/
IRPTN system requires the elimination of
any form of competition on the targeted
routes. The affected modes of public
transport (minibus taxis and commuter
buses) were invited to form a single entity
which would then take over the affected
routes, under the auspices of the BRT/
IRPTN system for a period of 12 years.
The requirement that minibus taxi owners
forfeit their taxi operating licences when
opting to be part of the VOCs/BOCs
without a guarantee in the continuation
of their contracts creates an uncertainty
that impedes on the empowerment of
these former taxi owners. Experiences
from other VOCs/BOCs indicate that
former taxi operators are not involved in
the strategic management of the VOCs/
BOCs and there is limited skills transfer.
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PROVISIONAL RECOMMENDATIONS
66. The Commission has identified provisional
recommendations which will improve the
functioning of the public transport. Some
recommendations are targeted to address
regulatory impediments, policy related
distortions and competition issues.
67. The relationship between PRASA and Autopax
raises several concerns for the interprovincial
bus industry. It is recommended that Autopax
be separated from the PRASA Group and
become a separate state entity. As a separate
state entity, Autopax will manage its business
activities independent of the PRASA Group
and report directly to government and not
through the PRASA Group.
68. It is recommended that PRASA Cres, which
currently operates as a division of the
PRASA Group, be incorporated as a new
and independent state entity outside of the
PRASA Group to eliminate conflict of interest
and perverse incentives. The new state
entity will manage all intermodal terminal
facilities currently under PRASA Cres and
other ranking facilities in partnership with
municipalities
69. The perpetual extension on subsidised bus
contracts without going on tender inhibits
competition. Where contracts are put on
tender, government (provincial transport
departments or the DOT) should consider
breaking some of the contracts into smaller
contracts in order to create opportunities
for new entrants and smaller bus operators.
Small and local bus operators should be
given preference given the incumbency
advantages enjoyed by the existing large bus
operators.
70. To promote the use of public transport as an
integrated system and improve coordination,
the Commission recommends:
70.1. Establishment of dedicated transport
authorities at provincial level (Provincial
Transport Authorities) in each province.
This is premised on the fact that public
transport is not prioritised by local
government. Dedicated transport
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authorities at provincial level can attract
skills and can service local municipalities
effectively. An example is the Gauteng
Transport Authority which was set up to
improve coordination and amalgamate
transport related functions in Gauteng.
70.2. DOT to promote an integrated public
transport ticketing system. The DOT in its
revised 2017 White Paper indicated that
this integrated ticketing should comprise
a single system with inter-operability
across modes, facilitating participation
by all banks and cardholders.
70.3. DOT to urgently develop a devolution
strategy within 12 months to guide
the devolution process. Devolution of
functions such as rail to lower levels of
government will promote integration of
public transport services.
71. The Commission notes that government,
through the DOT, is currently in the process
of developing the subsidy policy. The
Commission recommends that the subsidy
policy be finalised and consider the following:
71.1. In light of public transport being
considered as a system and planning
to be conducted at a provincial level,
subsidies should be allocated to the
provinces who will decide on the most
appropriate transport mode and allocate
the subsidy accordingly. Existing bus
subsidies and Metrorail subsidies
(Gauteng, Western Cape, KwaZulu-Natal
and Eastern Cape) to be transferred to
the Provincial Transport Authorities.
71.2. National government through the DOT
should only manage the Shosholoza
Meyl grant funding.
71.3. Infrastructure grants should be
prioritised (as opposed to operating
grants) especially improving access to
marginalised areas. Resuscitation of
previously decommissioned rail network
and expansion into high density corridors
should be prioritised.

of Transport to fast-track roll-out of an
integrated ticketing system for various
modes of transport;
71.5. The DOT to promote the use of a card or
electronic system in the public transport
sector in preparation for the use of an
integrated ticketing system.
72 While the subsidy policy is being developed
and in order to ensure stability especially
in the commuter bus industry, the current
contracts should only be extended on a shortterm basis. Given the timeframe required to
finalise the subsidy policy, to support and
empower small bus operators in the interim,
the subsidy policy should:
72.1. Prescribe the conclusion of negotiated
contracts (as opposed to tendered
contracts) with small bus operators in all
the provinces. The negotiated contracts
awarded to small bus operators should
account for a minimum of 30 per cent of
all contracts and progressively increase
over time; and
72.2. The minibus taxi industry be subsidised
through increased funding for the Taxi
Recapitalisation Programme.
73. With respect to the BRT/IRPTN implementation,
the Commission recommends the following:
73.1. Municipalities, with the guidance from
the DOT and the National Treasury,
should do a complete review of the
BRT/IRPTN model taking into account
the following:
73.1.1 long-term fiscal and financial
sustainability;
73.1.2 suitability of the model in smaller
cities; and
73.1.3 inclusion and participation of
the minibus taxi industry.

71.4. To support integration, the Department
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73.2. The DOT should consider reviewing the
12-year BOC/VOC model or undertake
a study to evaluate if the 12-year
model promotes transformation and
empowerment.
74. To facilitate proper functioning of commuter
rail services, foster coordination in the rail
sector (especially in Gauteng), and improve
efficiencies through economies of scale,
the Commission recommends immediate
devolution of rail operations (based on the
preliminary assessment of the province’s
readiness) as follows:
74.1. To Gauteng: the Gauteng province
in conjunction with the metros will
be responsible for both Gautrain and
Metrorail. This function will be carried
out as part of the Gauteng Transport
Authority which will amalgamate
transport planning functions.
74.2. To Western Cape: the province in
conjunction with City of Cape Town and
other municipalities will be responsible
for Metrorail after the devolution of the
rail functions from National government.

some capacity at the PREs to consider
new applications without having to deal
with massive backlogs.
76.2. PREs and planning authorities to
increase capacity to deal with backlogs;
76.3. Planning authorities and provinces to
enter into Memorandum of Understanding
(MoUs) to jointly exercise their respective
powers and functions as contemplated
in Section 12 of the NLTA. This joint
exercise or performance of their respective
powers and functions may be regulated
by an agreement between the parties,
but this exercise would still require both
spheres of government to be sufficiently
capacitated.

SUBMISSION GUIDELINES
The deadline for all written submissions is 31
March 2020 and should be directed to:
PPT@compcom.co.za.

74.3. The DOT to develop a rail devolution
strategy within two years and set out
the criteria that provinces (KwaZuluNatal and Eastern Cape) must meet for
devolution to take place.
75. To deal with fragmented law enforcement in
the public transport industry, the Commission
recommends that a specialised division
within SAPS be created to deal with all public
transport related matters.
76. On backlogs at PREs, the Commission
recommends the following:
76.1. An overhaul of the issuing of operating
licence regime and removal of quantity
restrictions. This would mean that
operators will still be required to apply
for roadworthy permits, but their operating
licence applications will not be denied
based on supply and demand. In addition,
the Commission recommends that all
pending applications should be processed
and finalised expeditiously. This will free
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EXECUTIVE SUMMARY

1.

2.

3.

On 10 May 2017, the Competition Commission
(“the Commission”), in its exercise of its
powers under section 43B of the Competition
Act, 1998 (Act No. 89 of 1998) (the Act),
published a notice that it would conduct
a Market Inquiry into land based public
passenger transport sector (the Inquiry). The
Terms of Reference (ToRs) for the Market
Inquiry were also gazetted on the same day.
The ToRs identified the centrality of public
transport in providing meaningful mobility
for most of the population in pursuit of
economic participation. The Commission
has identified the public passenger transport
sector, including road and rail based public
passenger transport, as relevant for this
Market Inquiry.
The Inquiry was initiated because the
Commission was of the view that there are
features or a combination of features in the public
passenger transport sector that were distorting
or inhibiting competition. The Commission made
this assessment based on several complaints
in the industry as well as complaints lodged
with the Commission by some stakeholders.
In addition, transport in general is one of the
priority sectors of the Commission. South
Africans spend a significantly high proportion
of their disposable income on public transport
(over 20 per cent) against the world benchmark
(of 10 per cent) and therefore any resolution
on identified impediments in the sector was
envisaged to have benefits in the long run.
The ToRs identified the following broad
themes as the rationale for initiating the
Inquiry:

3.1 Price setting mechanisms: Analysing
different price setting mechanisms for
all modes of public transport and their
impact on competition;
3.2 Price regulation: Examining applicable
price regulations and their impact on
competition;
3.3 Route allocation, licensing and entry
regulations: Assessing the impact of
regulations, including route allocation,
licensing and entry requirements on
intermodal and intramodal competition;
3.4 Allocation of operational subsidies:
Assessing the impact of operational
subsidies to some modes of public
transport and its impact on both
intramodal and intermodal competition;
3.5 Transport planning: Evaluating the impact
of government’s transport planning
framework on dynamism, efficiency and
competition; and
3.6 Transformation: Assessing transformation
issues, including ownership patterns in
the public transport industry.
4.

Following the publication of the ToRs, the
Commission published the Stakeholder
Participation Guidelines (the Guidelines) and
Call for Submissions on 13 July 2017. The
Commission also held public hearings across
the 9 provinces between June 2018 and
August 2018. Oral and written submissions
were received from over 200 stakeholders.
All submissions and transcripts of public
hearings are available on the Commission’s
website (http://www.compcom.co.za/publicpassenger-transport-market-inquiry/)
Rationale of separating the reports
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5.

This report (second report) has a specific
focus on e-hailing and metered taxi services
while the main report focuses on the
traditional markets which are largely static in
nature (i.e. minibus, bus and rail).
Invitation for stakeholder comments

6.

This report provides the provisional findings and
recommendations of the Commission. More
broadly, the Commission invites stakeholders
to make further submissions and provide
comments on both the findings and the
recommendations in this report by 31 March
2020. This deadline for submissions will be
strictly enforced in order to ensure the Market
Inquiry can be finalised timeously. Submissions
can be made electronically and sent to the
following address: ppt@compcom.co.za
Evolution of metered taxis

7.

8.

9.

The metered taxis industry has evolved over
time and was initially predominantly owned
by white South Africans until the 1980s.
During this period, the metered taxi industry
was largely self-regulated and not subject to
formal regulation. When the White Paper on
National Transport Policy was approved in
1996 (the 1996 White Paper), it included the
regulation of metered taxis.
Metered taxis are currently fragmented without
a nationally recognised body advancing the
interests of the industry. The fragmentation
may be due to the differences in the metered
taxi groupings. There are two groups of
metered taxi operators: those who operate
as private metered taxi companies, and those
who operate as individuals or sole proprietors.
Private metered taxi companies provide an
array of transport services, including a 24hour service providing quotes, as bookings
via websites, telephone and e-mail.
Metered taxi services provide an on-demand
service to the general public. Unlike in other
countries, South Africa’s metered taxis do not
roam the streets searching for passengers.
A passenger has to place a booking with a
taxi company via telephone or go to the taxi
rank to get a ride or to the street where they
park. In major cities, metered taxi companies

are allocated ranking facilities by the
municipality. In various airports, the Airports
Company South Africa (“ACSA”) provides
limited parking bays to those metered taxi
operators that ACSA has agreements with.
In hotels, and shopping malls metered taxis
usually park on the street corners. Apart
from the legislative requirements, such as
application for operating licences, and having
a sealed and functional meter in the vehicle,
the metered taxi industry remains selfregulated with local metered taxi associations
playing a significant role. Local metered taxi
associations recruit new members and offer a
letter of recommendation for members during
the process of applying for operating licences.
10. Metered taxis are frequently used by middleto-high income earners and tourists. Most
metered taxis operate in urban areas in South
Africa. Low income earners use metered taxis
mostly in emergency situations. Other than
the use of the sealed meter and telephone
booking system it is safe to say there is
limited use of technology in the metered taxi
industry. This lack of innovation or the slow
pace of technology adoption by metered
taxi operators is leading to their demise, as
evidenced by the entry of e-hailing services.
Entry of e-hailing changed the market
dynamics
11. E-hailing services refer to transport services
that use a technological platform to connect
private operators or operators with passenger
more efficiently. The platform uses a global
positioning system (GPS) technology to
connect the nearest active linked operator to
a commuter who is in need of the service.
E-hailing services provide upfront pricing
to passenger that are agreed on before the
journey begins and automatically generates
an electronic notice with the cost of the
trip and a map of the route to be taken. A
new e-hailing company called inDriver was
launched in South Africa in March 2019.
The inDriver’s business model allows the
passenger to determine the fare of the trip.
The passenger enters the amount he or she
is willing to pay for the trip. The order is
confirmed by the first driver who is willing to
accept the offered price. In both e-hailing
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models, passengers can pay with a debit
or credit card, cash or prepaid voucher.
Unlike metered taxis, e-hailing passsengers
are have access to information about the
operator, vehicle details, and the estimated
time of arrival in real time. In addition, a
passenger can share this information with
friends or family.
12. E-hailing services began operations in South
Africa in 2013 with Uber as the first mover into
this market. Uber commenced operations in
Johannesburg and extended these services to
Pretoria, Cape Town, Durban, Port Elizabeth
and East London. Taxify, now rebranded as
Bolt, commenced operations in April 2016. Bolt
currently operates in Johannesburg, Pretoria,
Cape Town, East London, Polokwane, Port
Elizabeth, Emalahleni, Ermelo, George, Mossel
Bay, Kimberley, Knysna, Plettenberg Bay,
Ladysmith, Mahikeng, Mbombela, Mthatha,
Pietermaritzburg, Polokwane, Potchefstroom,
Klerksdorp, Queenstown, Thohoyandou and
Worcester. inDriver entered the South African
market in February 2019 and offers services
in Cape Town and Johannesburg.
13. The entry of e-hailing services into South
Africa disrupted the business model of
metered taxis. In sharp contrast to metered
taxis, the e-hailing application enables the
hailing of a vehicle electronically. Drivers
on an e-hailing platform can roam and hail
everywhere and prices are determined in
accordance with demand and supply. Unlike
metered taxis, e-hailing companies do not
own the vehicles used by drivers but rather
provide an electronic platform through which
riders and drivers connect to each other. The
vehicle is owned by independent contractors.
The growing popularity of e-hailing services
also caught regulatory authorities off-guard,
as e-hailing services do not fall under the
conventional regulatory framework.
14. Despite the entry of e-hailing companies,
metered taxis took time to respond and
found it difficult to create their own electronic
platform. Some players in the metered taxi
industry introduced their own apps such
as YooKoo Rider and Cruise App, both of
which struggled to attract a large number
of subscribers to their platform. Riders are
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reluctant to register with unknown and small
e-hailing companies due to fear of waiting a
long time for a taxi or for security reasons.
15. The nature of services in the digital platform
markets, such as e-hailing services, indicates
that competition thrives on network effects
or network externalities. Network externality
is defined as the benefit gained by current
users of a group when an additional user
joins the group. The group can be thought
of as a network of users; hence the term
network externality. Strong network effects
increase barriers to entry in platform markets
because of the “winner takes all” or “winner
takes most” phenomenon. There have been
a few potential entrants in the e-hailing
market who failed to recruit a substantial
number of operators to their platform. The
new local start-up e-hailing services such
as SnappCab, Ryda, Scoop a Cab and
Cabbie closed operations because they were
unable to compete with established e-hailing
companies.
16. Brand loyalty and first mover advantage
enjoyed by pioneers of e-hailing makes
it difficult for metered taxis to launch an
app that can successfully compete with
established brands. As an example, Uber
has solidified its presence in South Africa by
entering into strategic partnerships with wellknown institutions like banks and airlines.
For instance, First National Bank customers
can earn and spend eBucks on their Uber
rides. South African Airways (SAA) Voyager
has collaborated with Uber so its customers
can pay for their Uber rides with their SAA
Voyager miles. All these partnerships increase
Uber awareness and give it more legitimacy
to customers. Metered taxi operators are not
able to match these incentives.
Impact of imposition of area restrictions
on competition
17. Given these barriers faced by metered taxis
and the nature of platform markets which
strive for economies of scale and network
effects, metered taxis operators have found
it very difficult to compete with e-hailing
companies. Some metered taxi operators
with vehicles that meet the requirements
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of e-hailing companies joined the e-hailing
services as they could not withstand the
competition from them. The basis for the
lack of competition arise from factors such
as area restrictions and pricing dynamics
which will be discussed below.
18. The practice note by the DOT makes provision
for e-hailing operators to be licenced as
metered taxis operators whilst the National
Land Transport Amendment Bill [B7 D-2016]
(Amendment Bill) is being considered in
Parliament. The current legislative framework
does not make any distinction between
metered taxis and e-hailing services regarding
area restrictions. Both metered taxi operators
and e-hailing operators are required to apply
for an area-based operating licence which
defines a specific radius as well as allocated
taxi ranks, terminal, pick-up, and drop off
points. The radius should be specified in the
application for an operating licence.
19. However, at an operational level, metered
taxis comply with the restrictions imposed on
their licences and operate within the defined
radius. In the case of e-hailing services, the
radius is not adhered to because the app
used by e-hailing operators allows operators
to connect to the nearest passenger outside
their municipal boundaries in violation of
the licence conditions. Given their use of an
app, the violation of the licence conditions
by e-hailing services is difficult to monitor.
E-hailing companies have also not put
restrictions on the operators to comply with
the area restrictions imposed by the respective
licences. This violation of licence conditions
by cutting across municipal boundaries
has been a source of conflict leading the
metered taxis to conclude that the regulatory
environment is uneven which ultimately
impacts on competition. The Commission’s
view is that the regulations are similar, but
the significant difference is at an operational
level where lack of enforcement results in an
uneven playing field between metered taxis
and e-hailing services.

20. The Commission considered whether the
area restrictions (in practice as opposed to
what is legislated) impact competition and
whether the requirement in the NLTA to
pre-determine a pick-up area for metered
taxis distorts competition between e-hailing
operators and metered taxis operators. The
main issue of concern raised by the metered
taxi operators is that e-hailing operators are
not subjected to area restrictions in practice
while metered taxi operators are required to
operate in designated areas (ranking facilities).
A metered taxi picks up a passenger from the
designated spot and drops the passenger at
the preferred destination and then returns
to the designed rank without a passenger
if no pre-booked trip is available. This has
created an uneven competitive environment
between metered taxis and e-hailing services
as metered taxis have an average of 50
percent of unpaid kilometres given the empty
return trip after dropping off a passenger.
This increases metered taxis’ operating
costs which may then lead to higher fares as
metered taxi operators have to recoup the
costs from passengers. The 50 per cent of
unpaid kilometres influences their pricing.
For e-hailing services, operators have an
option to roam after dropping a passenger
and minimise the unpaid kilometres that are
experienced by metered taxis
21. Unlike metered taxi operators who are
required to operate in designated areas and
only in one municipality, e-hailing operators
in Gauteng can provide services in Tshwane,
Johannesburg, and Ekurhuleni municipalities
and minimise the dead mileage. In addition,
the use of an app enables e-hailing operators
to reduce the distance between the last drop
off and the next pick up, thereby reducing
operational costs including low call out fee.
E-hailing services are efficient because of
the reduction of dead mileage and increased
convenience for passengers who determine
the pick-up area. These efficiencies are
reflected in the lower fares by e-hailing
services compared to metered taxi fares.
22. Area restrictions have been a common
feature of the metered taxi industry in many
countries and the entry of e-hailing services
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has led to the interrogation of their relevance.
The Commission has also observed that most
countries are moving away from imposing
area restrictions on metered taxis. In Finland,
a decision has been taken that metered taxi
operators will no longer be tied to a zonal
operation (area restriction) and operating
licences are valid throughout the country. In
London, zones based on licence conditions
imposed on drivers by the London Cab Order
of 1934 were in use prior to acceptance of the
United Kingdom Department of Transport’s
recommendation of the removal of zones on
the basis that zoning diminishes the supply
of taxis and limits the scope for customer
choice. The United Kingdom Department of
Transport also found that removal of zones
promotes fuel efficiency, because taxis can
pick up passengers anywhere in the local
authority area, rather than having to return
empty to their licensed zone after dropping a
passenger in another zone.
23. However, some countries, such as Germany,
have maintained area restrictions with debates
on their relevance continuing. In 2018, the
German Government through its Transport
Minister announced its intention to remove
the rule that requires taxi operators to return
to their rank or base after every drop off. In
Italy, private chauffeured vehicles (equivalent
to metered taxis in South Africa) must return
to their bases after dropping off a passenger in
compliance with area restrictions. This is likely
to change, as the Italian Transport Regulation
Authority favours the adoption of a new
framework in which traditional taxi services,
private hire car services and new ride-sharing
services will compete in the same market and
for the removal of the restrictions that require
the private hire vehicle to return to its base
after dropping off.
Area restrictions have an impact on
pricing which influences competition
24. Area restrictions, more specifically, designated
pick-up areas, may be justifiable in very specific
circumstances. International experiences
suggest that places such as airports may require
restrictions given the limited operational space
and the need to mitigate excessive congestion.
25. The impact of area restrictions on competition
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is illustrated by fare differences between
metered taxis and e-hailing services. The
minimisation of unpaid kilometres by e-hailing
operators influences the way in which fares
are determined. In assessing the price
determination mechanisms, the Commission
sought to understand how the operators set
their prices and establish efficiencies and
inefficiencies in the process and how that
impacts on competition.
26. Metered taxi operators have two ways of
setting prices (i) regulated fares and (ii) fares
determined by the local taxi association. The
NLTA makes provision for the MEC or Minister
in consultation with the relevant authority to
determine a fare structure for metered taxis
but in practice, neither the Minister nor the
MECs (except for Western Cape) determines
fare structure. Section 66 of the NLTA does
not provide guidance to the provinces or the
municipalities on how to determine the fare
structure. Given the lack of fare regulation
by the majority of the MECs, metered taxis
determine their own fares through local
metered taxi associations who agree on
a rate per kilometre. The key question is
whether government should be involved in
regulating metered taxi fares and if so under
what circumstances. International experience
suggests that government should not be
involved in regulating fares. There are however
exceptional circumstances where fares for
metered taxis are regulated by government.
For example, fares for metered taxis in some
countries, such as Sweden, are set for airport
trips in order to protect tourists.
27. E-hailing services, on the other hand, have
adopted a market-based approach, in which
the fares are determined by the forces of
demand and supply. Passengers are aware of
the fare estimate in the case for Bolt and exact
fare (for Uber) before a trip is accepted by the
passenger. However, there are circumstances
which necessitates a change in upfront fares,
for example, if the passenger requests the
operator to use an alternative route that is
significantly different from the one used to
calculate the upfront fare. When the demand
for the service outstrips supply, dynamic
pricing (surge pricing) kicks in, which
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increases the fares by a particular multiplier.
The rationale for this, as provided by the
e-hailing companies is to incentivise more
e-hailing operators to come onto the platform
and service the surge in demand. When the
market reaches equilibrium the price returns
to normal. Even though dynamic pricing has
benefits such as incentivising more e-hailing
operators to come onto the platform and
providing passengers with an opportunity to
compare their prices before accepting a trip,
the Commission is concerned that dynamic
pricing can also be used to overcharge
passengers. This is borne out by a surge of
complaints by passengers especially after
major events.
28. The potential for abuse arising from surge
pricing is a real possibility in markets where
the “winner takes all” phenomenon prevails,
where there are high barriers to entry, and
where there is reliance on network effects.
A few countries have capped the surge
pricing, for example, in the USA, where a cap
is in place in cases of natural or man-made
emergencies. Uber has reached an agreement
with the New York Attorney General to cap
price increases at 3.5 times the base fare
for UberX and 2.5 times the base fare for
Uber Black when a state of emergency has
been declared. However, when there is no
emergency, surge pricing can lead to very
high multipliers (up to approximately 10
times the base fare). In South Africa, Bolt has
implemented a cap of 2.3 times, however
Uber initially applied a cap which varied
per city from 2.3 to 5.5 times. In 2019, Uber
standardised the maximum cap across all the
cities in South Africa.
Platform markets are changing working
conditions and ways of doing business
29. Digitisation has not only brought challenges
to transport regulations across the world but
also to labour and taxation laws. The question
of whether independent contractors and/or
e-hailing operators are typical employees
who should be governed by employeremployee related laws, and whether
e-hailing companies adequately account for
taxation, particularly corporate tax, has been
controversial in many jurisdictions worldwide,

with South Africa being no exception. Given
these challenges, the Commission has sought
to examine the role played by digitisation in
shaping employer-employee relations and
the extent to which e-hailing companies
account for taxation in South Africa. These
are the issues that were raised during the
Commission’s public hearings.
30. Evidence presented to the Commission
highlighted that the relationship between
e-hailing companies and its operators is not
governed by labour laws. The Commission
received submissions alleging that e-hailing
companies take unilateral decisions with no
input from drivers, an action which has the
potential of undermining the rights of the
drivers and threatening their survival.
31. During the public hearings, some alleged that
when e-hailing companies entered the South
African market, they (especially Uber) used
various forms of incentives to attract as many
drivers on the platform as possible. These
incentives were later withdrawn unilaterally,
negatively affecting their earnings. In addition,
e-hailing companies introduced booking fees
of an average of 4%, which also impacted
their earnings. Based on the data received
from the e-hailing companies, the Commission
found that earnings per driver are fluctuating
over time, possibly due to the increase of
the drivers on the platform. Uber has started
limiting the number of drivers based on its
assessment of demand and supply. This is a
form of self-regulation to minimise oversupply
of drivers. Similar measures of not accepting
new members were also taken by the South
African National Taxi Council (SANTACO) in
the minibus taxi industry.
32. On taxation, the Commission noted that the
corporate tax and VAT being paid by e-hailing
companies was disproportionately low
compared to the revenue generated in South
Africa. However, on 1 April 2019, South Africa
implemented new rules designed to address
the challenge of digitisation.
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The new definition of “electronic services” was
amended to introduce the new VAT regime for
cross-border e-commerce transactions. The
change in the law meant that, where a supply of
service is made by a non-resident to a resident
of another country, the non-resident supplier
is required to register as a taxable vendor.
The Commission is of the view that the move
towards a more ‘destination’ approach on VAT
accounting makes Uber and Bolt pay their
fair share of VAT in the jurisdiction where they
operate. On corporate tax, the Commission is
of the view that this issue may be better dealt
with by tax authorities.
Both e-hailing and metered taxis face
challenges with licensing
33. In general, both metered taxis and e-hailing
operators face some regulatory challenges
with respect to operating licences and
massive backlogs at the provincial regulatory
entities (PREs). Backlogs are caused by,
inter alia, the absence of directives by the
municipalities to the PRE, limited capacity
to develop integrated transport plans (ITPs)
to inform the directives, general lack of
capacity in planning authorities and the PREs,
and inadequate stakeholder consultation.
As in other jurisdictions, the South African
regulatory regime is not yet specifically
designed to regulate the e-hailing services.
34. The Commission found that 79 per cent of
e-hailing operators are providing a service
without valid operating licences. No reliable
data is available to quantify the proportion
of metered taxis that are operating without
valid licences but submissions received
by the Commission portray a significant
proportion operating without valid licences.
The Commission also noted that there are
substantial backlogs at various PREs partly
due to the inefficiencies of the National Land
Transport Information System as well as
capacity and financial resources at various
PREs. While other provinces and municipalities
have issued moratoria on operating licences,
these have not been effective in halting illegal
operations. For instance, a moratorium on
metered taxis has been in place in eThekwini
since 2010, but e-hailing companies that
came into the South African market in 2013
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are operating. Evidence gathered by the
Commission indicate that some metered taxi
operators opted to join e-hailing and continued
to use their existing metered taxi licences.
However, other operators provided a service
without valid licences. The moratoria was put in
place without conducting needs assessments
(market study) and without updated integrated
transport plans as envisaged by the NLTA.
35. In its Draft Revised White Paper on Transport
Policy (2017), the DOT indicated that the
Transport Appeal Tribunal (TAT) must be
capacitated to deal effectively with major
backlogs in the public transport operating
licence disputes to assist the industry with
problems experienced at PREs. It appears to
the Commission that the government (some
provinces and some municipalities in particular)
has no tangible plan to deal with challenges
at PREs and planning authorities, and that
these problems continue to exist inmajor
provinces, with Gauteng, KwaZulu-Natal and
Western Cape affected the most. While some
municipalities (such as Tshwane) do not have
backlogs in issuing directives to the PRE,
backlogs are nevertheless encountered at the
PREs. Limited enforcement capability results
in illegal operations and this is not sustainable
where 79 per cent of metered and e-hailing
services do not have valid licences. This raises
the issue as to whether licences should be
granted to all operators that meet specific
requirements and whether government should
be less concerned about limiting the number
of operators in the industry.
36. The NLTA provides for the devolution of the
licensing function to planning authorities
on condition that the necessary capacity to
do so is developed. Nearly ten years have
lapsed without any devolution taking place,
pointing to the disparity between legislative
intent and implementation.
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The Draft Revised White Paper on Transport
Policy (2017) indicates that, given the
complexities involved, a strategy for
implementing devolution still needs to be
developed. Submissions received from both
PREs and other metropolitan municipalities
indicate that several challenges still exist
at the municipal level for devolution to take
place and devolution is therefore unlikely to
be achieved in the short- to medium term. If
the status quo remains with respect to the
challenges at PREs (with regards to backlogs)
and planning authorities (issuing directives to
PREs timeously), licensing of public transport
will continue to be marred by inefficiencies
and illegal operations. These regulatory
inefficiencies are becoming a hindrance to
the operation of public transport and the
necessity of imposing quantity restrictions
on operators (by not timeously processing
applications) requires scrutiny.
37. The entry of e-hailing services in South Africa
generated conflict between metered taxi
and e-hailing operators. At the heart of the
conflict is metered taxis’ view that e-hailing
operators have bypassed regulatory scrutiny
(as there was no specific regulation governing
their business model) and charging low fares.
This conflict has hightened safety concerns
for passengers and operators which hinder
normal operations. There are areas that
have been deemed no go areas for e-hailing
operators and this hinder effective competition
based on merit and limit consumer choice.
PROVISIONAL RECOMMENDATIONS
38. The Commission has identified provisional
recommendations aimed at improving the
competition in the market.
39. The Commission recommends the complete
removal of area restrictions as prescribed in
section 66 of the NLTA. Area restrictions reduce
competition and their rationale is incompatible
with the evolving nature of the markets.
Retaining area restrictions may constrain
both e-hailing operators and metered taxi
operators (when they fully embrace e-hailing
technology).

has been granted a permit by the PREs,
no operational restrictions should apply
except in designated areas with specific
requirements. Metered taxis and e-hailing
operators may operate nationally once
granted the operating licences. The
application process should remain at the
respective PREs.
39.2 Area restrictions, more specifically,
designated pick-up areas, may be
justifiable in very specific circumstances
and therefore PREs may issue restricted
operating licences in these cases.
Restrictions may be considered for
airports, other national key points, and
where there is limited operational space
in order to mitigate excessive congestion.
40. On dynamic pricing, the Commission is of the
view that once area restrictions are removed,
potential abuse arising from surge pricing is
mitigated given the number of operators in
the market. The Commission will however
monitor developments in the market and
should dynamic pricing arise more frequently
an enforcement avenue may be pursued.
41. The Commission recommends that section
66(3) of the NLTA which grants the MEC
or Minister the power to determine a fare
structure for metered taxi services and for
the MEC to publish such fare be removed
as it is inefficient, not justifiable and has not
been fully implemented by the majority of
the MECs. The Commission recommends
that metered taxi operators improve pricing
transparency to benefit passengers.
42. On backlogs at PREs, the Commission
recommends the following:
42.1 Maintain the current licencing regime
but all pending applications should be
finalised expeditiously. This will free some
capacity at the PREs to consider new
applications without having to deal with
massive backlogs;
42.2 PREs and planning authorities to
increase capacity to deal with backlogs;

39.1 Once a metered taxi or e-hailing operator
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42.3 Planning authorities and provinces to
enter into MoUs to jointly exercise their
respective powers and functions as
contemplated in Section 12 of the NLTA.
This joint exercise or performance of their
respective powers and functions may
be regulated by an agreement between
the parties, but this exercise would still
require both spheres of government to
be sufficiently capacitated; and
42.4 To ensure that metered taxis associations
are empowered to represent the interest
of the industry, the DOT and PREs
should assist the industry to establish
a national association of metered taxis.
A formalised structure for metered
taxis will assist with consultations with
government and advance their interests
in the industry in light digitisation.
42.5 To deal with conflict between metered
taxis and e-hailing operators and ensure
safety of passengers, the Commission
recommends that a specialised division
within SAPS be created to deal with all
public transport related matters.
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