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The Paradox of the Minibus-Taxi : 

Towards a Resolution of the Paradox 

Preface 
 

In a paper [1] I presented to the Chartered Institute of Logistics and Transport in South Africa 

on 25 July 2006, I summarised the paradox of the minibus-taxi industry in these terms : 

 

“The minibus-taxi is recognised as the genuine example of black economic 

empowerment.  Taxi operators have built a R20bn industry in less than three decades. 

 

“But this huge business offers a paradox.  It continually fails to respond to public 

sector efforts to enhance its standards of operation, and the private sector finds it very 

hard to develop sustainable commercial deals with taxi operators.” 

 

My conclusion was that the differences between the taxi industry on the one hand and 

government and business on the other stemmed essentially from the differences in mindset 

between the informal and the formal sectors.   

 

The analysis drew a surprisingly empathetic reaction from a wide range of commentators.  

But quite rightly, a common response was : “We may be willing to go along with your 

argument in principle, but we will be far more ready to be convinced if and when we see your 

suggestions about how the paradox can be tackled”. 

 

This paper tries to outline that process.  It expands upon the conclusions in the earlier paper 

that : 

 

“Taxi operators on a route should be encouraged and assisted to form an operating 

consortium to ensure higher standards of operation of their present services, as a 

stepping stone to participation in future integrated services. 

 

“……..the upgrading of operations should be aimed at transformation from the 

informal to the formal sectors via the semi-formal sector.” 

 

By coincidence, the Department of Transport published on 22 October its Draft Public 

Transport Strategy.  This also suggests that the first step in improving public transport should 

be the upgrading of the existing modes, as a stepping stone to future integrated services.. 

 

An outline of a possible model is described. The taxi owners will cede management of their 

vehicles and drivers to a professional management agency.  In return, government will give 

development grants (not subsidy per se) to meet the extra costs of higher operating standards 

and of the management agency.  A massive communications programme is proposed. 

 

The paper also suggests that the only way in which the analysis can be proven or otherwise is 

if there is a realistic pilot test of what is recommended. 

 

Paul Browning 

9 November 2006 
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The Paradox of the Minibus-Taxi : 

Towards a Resolution of the Paradox 

Summary 

 

I : The Strategic Context  

 

The Policy Objective 

Government policy for public transport was outlined in 1996 in the White Paper on National 

Transport Policy. 

 

Transport services would be planned by planning authorities and would be put out to 

competitive tender.  The emphasis would be on the most cost-effective mode for a route 

This format would ensure that the government got the best value for money for its subsidy.   

Upgrading Before Integrating 

When the White Paper policy has been fully implemented, South Africa’s urban areas will 

have integrated transport networks like those of first-world cities. We will, however, have to 

get to that stage starting from where we are now : 

 Suburban rail services have been allowed to deteriorate to the extent that they are now 

a disaster area 

 Buses, whether privately or publicly owned, have changed very little from the 

apartheid days   

 Taxis operate in the informal sector on an unscheduled, cash-only basis. It may take a 

long period of transition to persuade and capacitate taxi operators to adopt formal 

sector methods of operation.  

It will be necessary to upgrade the individual modes before they can form part of an 

integrated public transport system. 

Draft Public Transport Strategy 

The Draft Public Transport Strategy published by Minister Jeff Radebe on 22 October 2006 

spoke about the strategy being based on two ‘pillars’ : 

“The first pillar involves effecting significant and urgent improvements in current 

public transport services.  The Modal Upgrading entails stabilising the operating 

environment through short-term interventions….. 

 



 

 

“The second pillar covers…….implementing high quality, integrated mass rapid 

public transport networks.” 

 

So government strategy recognises the need to upgrade the different modes as a necessary 

preparatory step to integration. 

 

The Upgrading Model – the Taxi in Transition 

 

Taxi operators on a route or in an area should be encouraged and assisted to form an 

operating consortium to ensure higher standards of operation of their present services, as a 

stepping stone to participation in future integrated services. 

 

The consortium would enter into a contract with the relevant planning authority, under which 

the authority would make payments to the consortium to meet the costs of legal compliance, 

higher standards of management and operation, and other formal sector practices. 

 

The operators would continue to own their vehicles individually, but would cede 

management of the vehicle and driver to a professional manager or management company.  

They would be paid a fee for the use of their vehicle, equal to what they now earn. 

 

The manager would ensure that all legal requirements are complied with.  

 

The Subsidy Issue 

The 1996 White Paper made it clear that subsidy was to be allocated on the basis of 

competitive tendering.   

The Department of Transport has been wrestling for more than two years with the problem of 

opening up the subsidy system to the taxi industry, or more accurately, to taxi users.  But 

government cannot simply give money to informal sector taxi operators whose financial 

procedures are almost non-existent. 

In the transition model these and other formal sector practices will be implemented by a 

management agency.  The costs can be met by government in the form of development grants 

rather than subsidy per se.   

At the end of the transition period the taxi unit will be in a position to compete for tenders on 

an equal basis with the established bus companies. 

Costs 

The development grants will cover the costs of : 

(i) the enhanced systems and practices, including compliance with legal obligations 

 (ii) the management agency. 

 



 

 

Development Grants Budget 

For purposes of example, we might consider government making available an annual amount 

equivalent to that offered in bus subsidies – in 2006/2007, an amount of R2,7bn.  If there are 

100 000 taxis, each would nominally be allocated R27 000.   

The Essential Criteria 

 It must be accepted that the process of change in the taxi industry will take time – 

perhaps as long as ten years. 

 No taxi owner must be worse off either in terms of income or wealth, nor must 

any jobs be lost, during or as a consequence of the process of change. 

 There must be a guaranteed fall-back position based on the retention of individual 

ownership of the vehicles during the process of change. 

 Participation must be voluntary; it is not necessary to wait until every last affected 

operator on a route or in an area agrees to participate 

 There must be a massive communications campaign throughout the process of 

change. 

 

 

II : Consultation and Communications 
 

It has become clear that any changes of substance to pave the way for taxi involvement in 

formal sector transport systems must be both preceded by and accompanied by a massive 

communications drive.  This will be a combination of consultation, information exchange, 

intelligence-gathering, confidence building, education (awareness creation) and ultimately, 

specific training for the changed roles. 

 

We can learn a lot from the way in which the Colombian city of Bogotá went about 

overcoming resistance from their minibus operators to the proposal to implement a Bus Rapid 

Transit system in the city.  The movers behind the scheme simply overwhelmed the 

opposition of the minibus operators with a non-stop communications campaign.  It cost huge 

amounts of money – in the order of some R20million (more than US$2million).   

 

South African cities implementing the transitional model described in this paper will need 

less than those huge sums, but the cost will still be many, many times what government has 

been accustomed to spend on consultation with the taxi industry. But it seems certain that 

without such a campaign, government will never gain the confidence of the taxi operator on 

the ground who, in the final analysis, actually makes the decisions. 

 

 

III : A Possible Model 
 

Outline 

 

There are four  parties in the Model : 

 



 

 

 "The Authority" - the government authority which under the National Land 

Transport Transition Act 2000, is responsible for the provision of services on a 

route or in an area 

 "The Owner" - of taxis legally operating on that route or in that area 

 “The Consortium” – a grouping of taxis on that route or in that area whose owners 

agree to pool their resources for greater benefit, while retaining individual 

ownership of the vehicles 

 "The Manager" - a professional management agency which operates the taxi 

services on behalf of the Owners and in accordance with the requirements of the 

Authority under an Interim Taxi Contract. 

 

Motivation 

 

Government should attempt use a mixture of carrot and stick to persuade the taxi operators to 

participate.   

 

The stick will be the message that ‘change is inevitable and ultimately, irresistible’.  How 

much better to accept the carrot, to become part of a scheme which will help the operator to 

meet these changes, and where government will meet the costs of change?   

 

Participation 

 

It will not be necessary for all operators on a route to agree to participate.   

 

A development in recent years has been what has been described as a ‘spaza consortium’.   

Groups of 10-15 owners, with perhaps 30-80 taxis, have come together in an informal 

grouping to provide supervision of their vehicles.  This kind of communal operation is a 

significant step towards the semi-formal consortium.   

 

Interim Taxi Contract 

 

The Interim Taxi Contract will prove to be an excellent medium through which new 

recapitalisation vehicles can be successfully introduced.  The Manager can handle the 

scrapping and renewal process on behalf of the Owner, and ensure that repayments are made 

out of the gross income of the Owner.   

 

Operation 

 

Actual operations will be as they are now, in that services will be unscheduled and operated 

according to demand.  There will, though, be one big difference.  All the income must go to 

the Consortium.  This will mean the use of ticketing systems backed up by inspectors and 

other controls.  The driver will be getting a fixed and fair wage and the benefit of the terms 

and conditions of the Taxi Industry Sectoral Determination of the Department of Labour.  He 

must not be allowed to continue topping up his income from fares. 

 

 

 

 

 



 

 

Organisation 

 

The Owners will form a governing body not unlike the Board of a company.  The role of the 

governing body will not be to intervene in matters of day-to-day operation, but rather to 

enable the Owners to see how a formal sector commercial undertaking operates. 

 

The role of the local taxi association must be carefully considered.  It may be that members of 

the Executive Committee will act as the representatives of the Owners on the supervisory 

committee. 

 

The Manager will be responsible for day-to-day relationships with the Authority.  

 

Allocation of Income and Costs 

 

We must expect that in the first instance the Owners will insist on receiving the fares income 

generated by their individual taxi(s).  Over time, owners may accept that they will make more 

money by acting collectively and accepting a share of the pooled income.   

 

It is probable that the Owner will agree to accept payment of an amount equal to the earnings 

from his individual taxi(s) less deductions for (a) driver's wages (b) fuel, as proven by 

records; and (c) parts, for which invoices can be produced.   

 

Other costs will arise in respect of responsibilities which are on the whole not now met, and 

which it is the intention of the Interim Taxi Contract to ensure are met.  The development 

grant will be intended to cover these new and additional costs. 

 

 

IV : A Pilot Scheme 

 
The objective will be to implement one initial pilot scheme to get an idea of what might and 

might not work, and what opposition will be encountered.  The revised model should then be 

further tested in at least two other areas.  The end-product will, hopefully, be a model which 

can be applied widely (though of course modifications will continue to be made as experience 

is gained). 

 

Government will need to meet two different sets of costs – those which are related to the 

administration and monitoring of the pilot scheme, and those which are integral to the 

operation itself (including all the additional costs of equipment, training, compliance, etc, 

etc.). 

 

 

V : Conclusion 
 

The proposals outlined in this paper represent an essential first step towards capacitating the 

taxi industry to participate in the planned, integrated and subsidised passenger transport 

systems envisaged by the National Land Transport Transition Act 2000 



 

 

The Paradox of the Minibus-Taxi : 

Towards a Resolution of the Paradox 

 

I : The Strategic Context  

 

The Policy Objective 

Government policy for public transport was outlined in 1996 in the White Paper on National 

Transport Policy [2]. 

 

Briefly summarised : 

 transport services would be planned by planning authorities and would be put out to 

competitive tender 

 the emphasis would be on the most cost-effective mode for a route 

 main line services would be operated by rail where such existed, or by buses 

 the minibus-taxi would operate feeder routes to the main lines, or in its own right on 

routes with lesser demand 

 taxi operators would be encouraged to form companies or other joint business entities 

so as to tender for contracts, including bus contracts. 

This format would ensure that the government got the best value for money for its subsidy.   

That was and remains government policy.  There is no intention in this paper of suggesting 

any change to this long-term vision. 

But it has to be acknowledged that very little has happened in the past ten years, or even in 

the four years since the planning process got properly under way. 

This paper therefore outlines an intermediate stage which will be necessary to achieve the 

policy objectives. 

As will be clear from the title of the paper, the emphasis is on change in the taxi industry, 

because that is undoubtedly the mode which offers the biggest and – the words are used 

advisedly – the strangest, most opaque challenge. 

But we need to consider also the inadequacies of the rail and bus modes.   

In brief, there is a major task to be undertaken in enhancing the standards and methods of 

operation of all three modes, before it will be possible to consider integrating them with one 

another. 



 

 

Upgrading Before Integrating 

When the White Paper policy has been fully implemented, South Africa’s urban areas will 

have integrated transport networks like those of first-world cities such as Berlin, Boston or 

Bristol. 

We will, however, have to get to that stage starting from where we are now : 

 Suburban rail services have been allowed to deteriorate to the extent that they are now 

a disaster area. It will take quite spectacular amounts of effort and funding to achieve 

improvements.  

 Buses, whether privately or publicly owned, have changed very little from the 

apartheid days.  To take just one example - bus services in developed countries 

provide intermediate timings;  that is, there are a number of stops on a route that have 

a specific time of departure from that point. South African bus services operate on the 

principle that a service is scheduled to start from the terminal at a given time, and the 

driver then drives as fast as he can to get to the other end.  Passengers wanting to 

board en route have to guess when the bus will arrive. 

 Taxis operate in the informal sector on an unscheduled, cash-only basis. It may take a 

long period of transition to first persuade and then capacitate taxi operators to adopt 

formal sector methods of operation which will enable them to participate in integrated 

networks. 

These are all good reasons for engaging in an intermediate process of upgrading the 

individual modes before attempts are made to integrate them. 

But there is another very important reason, one which stems from our understanding of the 

corporate environment.   

We know that mergers require sensitive handling.  An inevitable consequence is that 

management attention is diverted from its primary task.  Priority must first be given to 

bedding in the new organisation. 

We know that this is so, and we accept it as the price to be paid for creating a more efficient 

business or government administration.  But we also know that the more different the 

corporate cultures of the entities being brought together, the more difficult it is to merge 

them.  The process is complicated further when one of the entities feels that it is being made 

subordinate to the other, and that it is therefore in some way losing status and power.   

It is argued that attempts to integrate the taxi with the bus and rail modes will become 

bogged down by the differences in corporate cultures on the one hand and, on the other, the 

fear of the taxi industry that their present strong position will be threatened.  There are huge 

differences in corporate culture between the bus and rail modes,  but at least they are  both 

formal sector entities.  The taxi is in a different league altogether. 

 

 



 

 

In these circumstances, integration will take a very long time.  It may not be achieved at all.  

In the meantime, there will almost certainly be no improvement in the standards of service 

offered by any of the modes.  The attention of the operators will be on safeguarding turf and 

getting the best deals, and the authorities will be fully occupied wrestling with what will 

seem to be the never-ending complexities, twists and turns of the integration process. 

Before integration can be attempted, we need a period of transition in which attention is paid 

to bringing the each of the three different modes to (i) higher standards of operation and (ii) 

something like a common standard of administration.  The result will be transport operations 

which are capable of being integrated, but which have also in their own right produced better 

standards of service to their customers.. 

The principle must be that of festina lente – make haste slowly. 

Draft Public Transport Strategy 

I had come to this conclusion early in 2006, but official policy was still that South Africa  

would move in one jump to integrated inter-modal urban public transport networks. 

So it was a very pleasant if unexpected surprise, to see that the Draft Public Transport 

Strategy [3] published by Minister Jeff Radebe on 22 October 2006 spoke about the strategy 

being based on two ‘pillars’ : 

“The first pillar involves effecting significant and urgent improvements in current 

public transport services.  The Modal Upgrading entails stabilising the operating 

environment through short-term interventions….. 

 

“The second pillar covers high quality, Integrated Mass Rapid Public Transport are 

on the right lines in networks.” 

 

So it is completely in harmony with official policy to state that full modal integration must be 

preceded by upgrading the individual modes. 

 

World Cup 2010 

No paper of this kind is today complete without mention of World Cup 2010.   

 

If politicians and planners continue to make visionary statements about having by that time 

‘integrated, seamless, interchangeable’ public transport, then as the referee blows his whistle 

for the start of the first match, the transport fraternity will almost certainly be looking at one 

another and saying “I can’t understand it - we had such grand plans……..”. 

 

If on the other hand, we all take a pragmatic approach to what we can achieve, starting from 

where we are now, and concentrating on an improvement in the individual modes, then it is 

just possible that we will have a broadly acceptable transport system to get the hundreds of 

thousands of visitors around the host cities. 

 

 



 

 

Taxi operations, especially using new vehicles acquired under the recapitalisation scheme, 

can be brought to a level at which they will be readily useable by visitors accustomed to more 

sophisticated turban transport systems.  This will be in the taxi’s ‘general-purpose’ mode, but 

taxi groupings may also be able to tender for contracts to supply, for example, airport 

shuttles. 

 

The Upgrading Model – the Taxi in Transition 

 

This is the main subject matter of this paper, and is dealt with in detail in Part III.  For the 

purposes of this overview of the strategic context, we can summarise the elements of the 

model as follows. 

 

 Taxi operators on a route or in an area should be encouraged and assisted to form an 

operating consortium to ensure higher standards of operation of their present services, 

as a stepping stone to participation in future integrated services. 

 

 The consortium would enter into a contract with the relevant planning authority, 

under which the authority would make payments to the consortium to meet the costs 

of legal compliance, higher standards of management and operation, and other formal 

sector practices. 

 

 The operators would continue to own their vehicles individually, but would cede 

management of the vehicle and driver to a professional manager or management 

company.  They would be paid a fee for the use of their vehicle, equal to what they 

now earn. 

 

 The manager would ensure that all legal requirements are complied with.  

 

The Subsidy Issue 

The 1996 White Paper made it clear that subsidy was to be allocated on the basis of 

competitive tendering.   

That must remain the policy goal.  It is, though, abundantly clear that the taxi industry cannot 

at this stage begin even to try and tender for such contracts.  Even if it were by some 

extraordinary effort assisted to submit a tender, it has no managerial experience of the 

management of formal sector transport operations, nor of the whole matter of contracting. 

At the same time, the industry complains that it is discriminated against because both 

Metrorail and the bus industry get subsidies – both receiving well over R2bn each in the 

current financial year.  The taxi industry gets nothing, even though it carries some 65 per cent 

of commuters. 

The Department of Transport has been wrestling for more than two years with the problem of 

opening up the subsidy system to the taxi industry, or more accurately, to taxi users.  The 

problem is clear, and it is twofold : 

 

 



 

 

i) the policy remains that of subsidy though competitive tendering 

ii) government cannot simply give money to informal sector taxi operators who fail to 

meet many of their legal obligations or to operate in accordance with accepted 

practices, and whose financial procedures are almost non-existent. 

We should ask – why do bus operators get subsidy?  Put simply, it is so that they can provide 

a higher level of service than would be possible at the level of fare they can charge.  

Government tops up the fare income so that the bus operator can meet all its costs. 

Those costs include many which are common to the taxi – provision of vehicles, fuel and 

staff.  But the bus company meets many other costs which the taxi operator does not bear.  

They include management and management systems, cash controls, scheduled maintenance, 

profits tax, the costs of labour legislation (which has been ignored by the taxi industry) and 

other costs which the formal sector accepts as part of the business of business. 

As will be clear from the brief summary above of the taxi development model, and the more 

detailed account later in this paper, these formal sector practices will be implemented by a 

management agency.  The costs can be met by government in lieu of subsidy per se.   

We can think of these payments as a ‘subsidy equivalent’, though to maintain the integrity of 

government subsidy policy, they might best be called development grants. The net effect will 

be the same. 

At the end of the transition period the taxi unit will be in a position to compete for tenders on 

an equal basis with the established bus companies. 

Costs 

The development grant costs of the transition programme will therefore be those of : 

(i) the enhanced systems and practices, including compliance with legal obligations 

 (ii) the management agency. 

In addition there will be a need, as described in Part II, for a massive communications and 

consultation programme during the buy-in phase.. 

There will also be some costs of administration within the national, provincial and 

metropolitan transport departments, but these can be incorporated in the annual budget of 

those departments. 

Development Grants Budget 

For purposes of example, we might consider government making available an annual amount 

equivalent to that offered in bus subsidies – in 2006/2007, an amount of R2,7bn. 

If there are 100 000 taxis, each would nominally be allocated R27 000.  This would in fact be 

paid to the management agency.  If a typical urban route association has 100 taxis, then the 

management agency would receive R2,7million in the year. 



 

 

Would this be adequate to meet all the additional costs, including those of the management 

agency?  Far more detailed calculations will be needed to see if this is likely.  And only a 

pilot scheme will test the theoretical calculations in practice.. 

It should be noted that some of the cost to government of the development grants would be 

recouped by payments in the form of taxes (profit, VAT) and other levies, and by the 

reduction in the anticipated costs of enhanced law enforcement under the taxi recapitalisation 

programme. 

The Essential Criteria 

In indicating the nature of a possible resolution of the taxi paradox, the 25 July paper said 

this : 

“It is suggested that the solution must be based on these criteria : 

 it must be accepted that the process of change in the taxi industry will take time – 

perhaps as long as ten years. 

 no taxi owner must be worse off either in terms of income or wealth, nor must any 

jobs be lost, during or as a consequence of the process of change 

 there must be a guaranteed fall-back position based on the retention of individual 

ownership of the vehicles during the process of change 

 participation must be voluntary; it is not necessary to wait until every last affected 

operator on a route or in an area agrees to participate 

 there must be a massive communications campaign throughout the process of 

change.” 

 

Most of these points are covered in Part III, which describes a possible model for the 

transition. 

 

The last point, however, needs special and prior discussion.  It has become clear since the 

original paper that any change of substance in the taxi industry requires a communications 

and consultation programme of a scale which has not previously been envisaged, and 

certainly not implemented, in government attempts to persuade the taxi industry to change. 

 

We will therefore look first and why this programme is needed and how it might be applied. 



 

 

II : Consultation and Communications 
 

It has become clear that any changes of substance to pave the way for taxi involvement in 

formal sector transport systems must be preceded by and accompanied by a massive 

communications drive.  This will be a combination of consultation, information exchange, 

intelligence-gathering, confidence building, education (awareness creation) and ultimately, 

specific training for the changed roles. 

 

At its meeting on 20 September 2006, the Parliamentary Portfolio Committee on Transport 

was briefed by the Department of Transport on the taxi recapitalisation programme.  

Presentations were also made by the SA National Taxi Council and the KwaZulu/Natal 

Transport Alliance.  Both complained about the lack of consultation. 

 

Chairperson Jeremy Cronin made the point that, precisely because the taxi is in the informal 

sector, standard formal sector consultation techniques are inadequate (perhaps more correctly, 

inappropriate). 

 

The tendency is for authority to use the “steering committee once a month” model.  That is 

what they are accustomed to, and is almost certainly all they have time (and budget) for. 

 

The problem with this is that, as discussed at some length in the 25 July paper,  the taxi 

representatives do not have the communications structure of a Putco. The message may 

therefore simply not get down to the ground. 

 

More than that, the taxi representatives may not understand fully what is being proposed, 

especially where the subject under is discussion is complex, but they may be reluctant to ask 

questions which they think might be seen as displaying ignorance.  Indeed, because of the 

lack of understanding, they may simply not be able to frame the right sort of questions. 

 

The authority, though, is sure that it has got the message across. 

 

At a recent briefing session for a tender issued by a provincial transport department, taxi 

industry representatives who were present complained that they had not been consulted about 

the proposal.  The departmental representatives were most hurt.  It had, they said, been 

included in a liaison meeting of a month or two previously, as Item 4 on the agenda. 

 

To the government side, the matter had been discussed.  To the taxi side, there was only a 

vague understanding of the proposal,. It could safely be left until it emerged as an actual issue 

on the ground.  By the time it did so, it had passed from their memory. 

 

There is also a more serious side to the consultation issue.  Here is an edited extract from an 

editorial in the Financial Mail [4] of 22 September 2006 : 

 

“Only one thing is higher than the constitution of the Republic of South Africa: the 

taxi industry. Or so it seems, as drivers routinely defy traffic laws and refuse to stop 

driving unroadworthy vehicles.  

 



 

 

“Metro police, as if making an entirely understandable distinction between docile 

lambs and hungry tigers, prefer to spend their days ticketing private vehicles rather 

than taking on taxi outlaws.  

 

“Spokesmen for the operators insist they will not tolerate competition from buses on 

routes serving townships. And the recent one-day strike by taxis showed how 

powerful they have become, and how difficult it will be to tame them.  

 

“Any government's legitimacy depends not on its right to compel (though it must 

retain that sanction), but on the consent of the governed. History tells us that no 

government agency, not even a police force or army, can do anything when large 

numbers of citizens organise themselves in defiance of the state. The taxi industry 

gives the impression that it does not consent to be governed, and that it does not 

expect to be.” 

 

This is a not unreasonable depiction of the current state of affairs.   

 

How, then, is government to extract from the taxi industry the ‘consent to be governed’?  The 

usual way is to threaten ‘the full might of the law’.  For reasons indicated in the FM article, 

this approach holds for the taxi industry about as much intimidatory threat as that of the 

Botswana navy. 

 

The answer must lie elsewhere, in other methods or approaches. 

 

We can learn a lot from the way in which Bogotá went about overcoming resistance from 

their minibus operators to the proposal to implement a Bus Rapid Transit system in the city.  

The proposals would see the minibuses relegated to feeders, but the owners were to become 

part-owners of the new system.  It was a drastic change, and there was strong opposition from 

the minibus owners. 

 

The movers behind the scheme simply overwhelmed the opposition of the minibus operators 

with a non-stop communications campaign.  It cost huge amounts of money – in the order of 

some R20million (more than US$2million).  It is true that those amounts included the fees of 

very highly-paid consultants, and that this was no incremental change - it effectively meant 

the end of the informal sector transport system, at least in the form in which it had existed for 

many years. 

 

South African cities implementing the transitional model described in this paper will need 

less than those huge sums, but the cost will still be many, many times what government has 

been accustomed to spend on consultation with the taxi industry. 

 

But let us consider what happens now, in a typical scenario. 

 

There is a meeting between, say, the Metropolitan authority and the Regional Taxi Council.  

It reaches some kind of broad agreement.   

 

 

 



 

 

The government officers go back to their day-to-day work.  The Council takes the proposals 

to its broader membership in the form of the Executive Officers of the constituent local 

associations.  The Council representatives may well not advocate the proposal, merely try to 

explain it.  Questions are raised; some hostility may be shown.  The Council members say 

they will raise the matters with the Metro.  They do this at the next meeting (assuming it is 

not postponed) – and the process repeats itself. 

 

By contrast, in the consultation programme envisaged in this paper, the Taxi Council will be 

accompanied on their report-back by the communications team.  The team will offer to 

arrange the meeting, find the venue and pay for the refreshments.  It (the team) will offer to 

make the report-back presentation.  Individual members of the team will then offer to 

accompany members of the local Exco to a report-back with their members.  Problems and 

questions can be referred without delay to the Metro officers.  The answers will be relayed, 

again without delay, to those who raised them and to everyone else involved as well.. 

 

This consultation programme will cost a lot of money, and it even then it will not necessarily 

overcome all the opposition from warlords and other vested interests.  But it seems certain 

that without such a campaign, government will never gain the confidence of the taxi operator 

on the ground who, in the final analysis, actually makes the decisions. 

 



 

 

III : A Possible Model 
 

It is most important that the notes below should not be seen as any kind of prescription.  The 

eventual model may look very different.  The notes are intended to form a basis for 

discussion, and to indicate the kind of matters which will need to be considered. 

 

Outline 

 

1) There are four  parties in the Model : 

 

 "The Authority" - the government authority which under the National Land 

Transport Transition Act 2000, is responsible for the provision of services on a 

route or in an area 

 "The Owner" - of taxis legally operating on that route or in that area 

 “The Consortium” – a grouping of taxis on that route or in that area whose owners 

agree to pool their resources for greater benefit, while retaining individual 

ownership of the vehicles 

 "The Manager" - a professional management agency which operates the taxi 

services on behalf of the Owners and in accordance with the requirements of the 

Authority. 

 

(The local taxi Association is not directly a part of the Model, but it must be taken into 

account - see later notes.) 

 

2) Taxi Owners on a route or in an area will form the Consortium.  The Consortium will 

be a specific legal entity, in order to be able to receive government funding.  The legal 

entity will be a not-for-profit one, and may thus be a Section 21 company or 

cooperative.  The Owners will appoint a governing body (eg, Board of Directors). 

 

3) The Consortium (via the governing body) will appoint the Manager.   

 

4) The Owners will cede the management of their vehicles and drivers to the 

Consortium.   

 

5) The Consortium will in turn contract with the Authority under an Interim Taxi 

Contract (ITC).  

 

6) The Owner will retain ownership of his vehicles.  He will receive income at least 

equal to that which he gets now. 

 

7) The Consortium will  

 

 receive all the income from the services (fares plus income from the Authority 

under the ITC) 

 meet all the costs of operation including those of the Manager and the agreed 

payments to the Owner 

 

 

 



 

 

8) The Manager will ensure that, inter alia : 

 

 drivers are properly selected, trained, supervised, motivated and where necessary 

disciplined 

 vehicles are roadworthy and properly maintained including strict adherence to 

periodic maintenance 

 all legal requirements are met, including taxes and levies, registration with 

relevant authorities, and adherence to the taxi industry sectoral determination in 

respect of minimum wages and conditions 

 services are operated in accordance with the requirements of the Authority 

 

Motivation 

 

In the usual way of these matters, government should attempt use a mixture of carrot and 

stick to persuade the taxi operators to participate.   

 

The stick will be the message that ‘change is inevitable and ultimately, irresistible’.  The 

regulatory efforts of the Provincial Transport Regulator, the traffic authorities, the national 

Department of Labour, SA Revenue Services and others – any single one can be resisted 

successfully, and all of them for a time, but in the end they will grind down the willingness 

and ability of the individual and his association. 

 

How much better to accept the carrot, to become part of a scheme which will help the 

operator to meet these obligations with no effort on his part, and where government will meet 

the costs?  That government assistance, the message will say, is not actually subsidy, but it 

will have the same effect ( a ‘subsidy equivalent’).  And it will be a stepping stone towards 

participation of the taxi operator in the genuine transport subsidy programme. 

 

Participation 

 

It will not be necessary for all operators on a route to agree to participate.  Experience shows 

that, in the taxi industry, 100 per cent agreement is difficult to get.  Some operators may wish 

to stand back just to see whether the new system delivers the benefits it has promised.   

 

A development in recent years has been what has been described as a ‘spaza consortium’.   

Groups of 10-15 owners, with perhaps 30-80 taxis, have come together in an informal 

grouping to provide supervision of their vehicles.  The vehicles are based (usually) at a  

garage which provides security.  A secretary receives the fare income from each driver and 

records the amounts so that they can be subsequently paid over to the respective owners. 

 

This kind of communal operation is a significant step towards the semi-formal consortium.   

 

Interim Taxi Contract 

 

The Interim Taxi Contract will not be restricted to Owners who have the new recapitalisation 

vehicles.  In fact, the ITC will prove to be an excellent medium through which these vehicles 

can be successfully introduced.  The Manager can handle the scrapping and renewal process 

on behalf of the Owner, and undertake to meet any requirements imposed by government as 

part of deal.   



 

 

The Manager can ensure that repayments are made out of the gross income of the Owner 

before it is passed on to him.   

 

Operations 

 

Actual operations will be as they are now, in that services will be unscheduled and operated 

according to demand.  There will, though, be one big difference.  All the income must go to 

the Consortium.  This will mean the use of ticketing systems backed up by inspectors and 

other controls.  The driver will be getting a fixed and fair wage and the benefit of the terms 

and conditions of the Taxi Industry Sectoral Determination of the Department of Labour.  He 

must not be allowed to continue topping up his income from fares. 

 

The route can be branded so that it clearly identifiable (‘the Red Line’, ‘the Blue Line’), etc, 

and thus more readily useable by individuals from outside the traditional taxi market.  This 

will be especially relevant to the needs of visitors for World Cup 2010. 

 

Organisation 

 

The Owners will form a governing body not unlike the Board of a company.  They may invite 

a representative of the Authority to serve on the governing body (or indeed may be required 

to do so as a condition of the ITC).  The role of the governing body will not be to intervene in 

matters of day-to-day operation, but rather to enable the Owners to see how a formal sector 

commercial undertaking operates. 

 

The role of the local taxi association must be carefully considered.  In general, these operate 

on a route basis, and so they may see the Consortium and the Manager as interfering in their 

territory.  Negotiations must be conducted with the Executive Committee of the association.  

It may be that members of the Executive Committee will act as the representatives of the 

Owners on the supervisory committee. 

 

The Manager will be responsible for negotiations with the Authority, especially in respect of  

 

 the conversion of the ITC to a more permanent contract, and  

 preparing the Owners to take part in competitive contracting.  

 

Where will the Manager come from?  The management company will be appointed through a 

tender process.  The company will require expertise in general business management, but also 

in the operation of passenger transport services.  It may be that existing large bus companies 

will form a consultancy arm for this purpose, or that management consultancies would take 

on transport experts to enable them to bid for the position of Manager. 

 

Allocation of Income and Costs 

 

We must expect that in the first instance the Owners will insist on receiving the fares income 

generated by their individual taxi(s).  As explained in the original paper, that is the bedrock of 

the taxi industry :  “I own the taxi; I meet all the costs – and I keep all the income”. 

 

 

 



 

 

We know, however, that greater benefit can accrue to all owners from the synergies possible 

in operating the group of vehicles jointly.  This will become evident once the consortium 

begins to seek contracts for the group as a whole.  Over time, therefore, owners may become 

more willing to accept that they will make more money by acting collectively and accepting a 

share of the pooled income.   

 

It must be accepted that many, probably most, of the costs which the Owner should be 

meeting now are not in fact being met.  These include periodic maintenance, taxes, levies, 

etc.  The three deductions which may be acceptable are  

 

 driver's income - that which the driver now gets in one way or another, rather than what 

he will be legally entitled to under the Department of Labour sectoral determination 

 parts - though the present cost to the Owner may be less than the Manager will have to 

pay  

 fuel. 

 

In summary therefore, it is probable that the Owner will agree to accept payment of an 

amount equal to the earnings from his individual taxi(s) less deductions for (a) driver's wages 

(b) fuel, as proven by records; and (c) parts, for which invoices can be produced.   

 

All other costs are in respect of responsibilities which are on the whole not now met, and 

which it is the intention of the Interim Taxi Contract to ensure are met.  Formal sector rail 

and bus operators get government subsidy to enable them to meet those costs.  The ITC will 

assist the taxi Owner to do so, without the expenditure being formally regarded as subsidy. 

 

Summary 

 

The model briefly outlined above is no more than a first attempt to describe what will be 

needed.  Far more work is needed to develop the details, and there must be a number of pilot 

schemes. 

 



 

 

IV : A Pilot Scheme 

 
The objective will be to implement one initial pilot scheme to get an idea of what might and 

might not work, and what opposition will be encountered.  The revised model should then be 

further tested in at least two other areas.  The end-product will, hopefully, be a model which 

can be applied widely (though of course modifications will continue to be made as experience 

is gained). 

 

The term ‘pilot scheme’ refers to the on-the-ground activity in which a route association (or a 

significant proportion of its members) is willing to cede the management of vehicles and 

drivers to a professional Manager, under terms which are acceptable both to the Owners and 

to the Authority. 

 

The discussions and negotiations will take some time, though hopefully far less than is 

normal because of the intensity of the consultation programme. 

 

It is just possible to consider that a local authority would have the power to accept the ideas 

and to decide on its own to implement a pilot scheme.   

 

That seems unlikely, however.  Realistically, it will be necessary to get the government 

transport establishment (national and provincial levels, political and administrative functions) 

to accept the principle of festina lente as being a possible way out of the taxi logjam, and that 

a pilot scheme or schemes should be facilitated and encouraged – and of course financed. 

 

The pilot scheme must take into account the pitfalls of any experimental process.  These 

include raising false expectations which in the end cannot be met.  More significantly, a pilot 

project may encourage changes of behaviour in individuals and groups who may then be left 

stranded if the project is terminated.  The extensive communications programme and the fall-

back guarantees will help to avoid problems of this kind. 

 

Once agreement has been reached between the various levels of government, it will be 

necessary to advise the national and provincial taxi representative bodies.  The term used in 

that sentence is ‘advise’.  The input of these bodies will of course be valuable.  But for 

reasons described in the earlier paper, they cannot actually assist in implementation; they can 

only hinder.  So if at this level there are expressions of doubt or uncertainty, or even outright 

opposition, the general principle should be to note the points and take them seriously – but 

not  to wait for full agreement before proceeding to the lower levels where actual 

implementation will take place. 

 

However, because of the potential of these bodies to hinder implementation, they should be 

handled with something of the same intensive consultation and communications techniques 

which will be used on the ground. 

 

Government will need to meet two different sets of costs – those which are related to the 

administration and monitoring of the pilot scheme, and those which are integral to the 

operation itself (including all the additional costs of equipment, training, compliance, etc, 

etc.). 

 

 



 

 

 Pilot Scheme Administration 

 

 These costs include : 

 

 development of the model to the degree which will enable agreement to be 

reached between the different levels of government  

 consultation with national and provincial taxi representative bodies 

 consultation with Regional Taxi Councils and local associations in the selected 

area(s) 

 consultation and communication with the local route association in the initial pilot 

area 

 monitoring and reporting on the outcome of the pilot scheme 

 consultation and communication with the local route associations in subsequent 

pilot areas 

 

 The Operation  

 

These costs include : 

 

 the costs of the Manager 

 additional costs of communication and explanation to taxi owners 

 net costs of operation (all costs less all income). 

 



 

 

V : Conclusion 
 

The proposals outlined in this paper would : 

 

 represent an essential first step towards capacitating the taxi industry to participate in the 

planned, integrated and subsidised passenger transport systems envisaged by the National 

Land Transport Transition Act 2000 

 ensure that the new recapitalisation vehicles are operated professionally 

 enable government to achieve compliance by taxi operators with the legal and fiscal 

requirements of both transport legislation and other legislation. 

 

The suggested Interim Taxi Contract (ITC) can be funded through development grants for a 

process of transition. The integrity of the competitive tendering subsidy system will not be 

affected.  The ITC will in effect be a negotiated contract similar to those currently offered to 

bus operators (though the term 'negotiated contract' would not be used).  

 

At the same time, the development funding will be perceived (and can be presented) as 

honouring with immediate effect the undertakings given by the Minister of Transport to bring 

the taxi operator and the taxi commuter into the subsidy system. 
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