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GovERNMENT NOTICES ® GOEWERMENTSKENNISGEWINGS

NO. 4431

DEPARTMENT OF TRANSPORT

23 February 2024

REQUEST FOR COMMENTS ON THE DRAFT PUBLIC TRANSPORT SUBSIDY
POLICY

1.

I, Sindisiwe Lydia Chikunga, acting in my capacity as the Minister of Transport,
in terms of sections 5 and 8 of the National Land Transport Act 5 of 2009,
hereby give notice of the publication of the Draft National Public Transport
Subsidy Policy and request written public comments.

The comments on the Draft National Public Transport Subsidy Policy may be

submitted via:

(a) Email: Subsidypolicy@dot.gov.za

(b) Hand delivered at 159 Struben street, Forum Building. Pretoria, 0001

(c) Post: Adv. James Milawu, Director-General, Department of Transport,
Private Bag X193, Pretoria, 0001

Comments should be submitted not later than 31 March 2024

For further information contact:

(a) Mr Mathabatha Mokonyama: Deputy Director-General for Public Transport
on 012-309 3347 or

(b) Mr Lesiba Manamela: Chief Director: Public Transport Industry
Development on 012-309-3638

MS. SINDISIWE LYDIA CHIKUNGA (MP)
DATE: 700 ( @2{ j B
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PREAMBLE

This policy is founded on the principle of sustainability, in that every Rand of expenditure paid for
public transport must set in motion a better life for both present and future generations. Capital subsidy
is required to accelerate the elimination of structural backlogs that characterise much of the country’s
public transport system. Operational subsidies are required to provide relief to the poor to accelerate
social inclusion. The administration of subsidies must be based on sound transport plans that optimise
the use of limited resources and promote accountability. The policy does acknowledge that
transforming the public transport system is a relatively long journey; but which requires focused and
phased interventions.
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INTRODUCTION

This NPTSP responds to the following fundamental questions, namely:
Should public transport in South Africa be subsidised? and
If so, how, and what are the mechanisms to be put into place to subsidise public transport?

The NPTSP is the product of extensive engagement with the public and relevant stakeholders
(the schedule of stakeholders engagement sessions and actions has been attached as
Schedule 1 to the policy document). It addresses conflicting views which assist in reaching a
compromise that will best address South Africa’s growing and changing passenger transport
needs. The NPTSP is also a product of a critical engagement of the history of public transport
and subsidy practices in South Africa. This policy creates a broad framework for addressing
these challenges and to positively and proactively shape the future of transport in South Africa.

Atits core, the NPTSP aims to contribute to the creation of a sustainable public transport system,
and contribute meaningfully to the national drive to realise Sustainable Development Goals,
namely:

Goal 1: End poverty in all its forms everywhere.

Goal 2: End hunger, achieve food security and improved nutrition and promote sustainable
agriculture.

Goal 3: Ensure healthy lives and promote well-being for all at all ages.

Goal 4: Ensure inclusive and equitable quality education and promote lifelong learning
opportunities for all.

Goal 5: Achieve gender equality and empower all women and girls.
Goal 6: Ensure availability and sustainable management of water and sanitation for all.
Goal 7: Ensure access to affordable, reliable, sustainable and modern energy for all.

Goal 8: Promote sustained, inclusive and sustainable economic growth, full and productive
employment and decent work for all.

Goal 9: Build resilient infrastructure, promote inclusive and sustainable industrialisation and
foster innovation.

1.3.10 Goal 10: Reduce inequality within and among countries.

1.3.11 Goal 11: Make cities and human settlements inclusive, safe, resilient and sustainable.

1.3.12 Goal 12: Ensure sustainable consumption and production patterns.

1.3.13 Goal 13: Take urgent action to combat climate change and its impacts.
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1.3.14 Goal 14: Conserve and sustainably use the oceans, seas and marine resources for sustainable

development.

1.3.15 Goal 15: Protect, restore and promote sustainable use of terrestrial ecosystems, sustainably

manage forests, combat desertification, and halt and reverse land degradation and halt
biodiversity loss.

1.3.16 Goal 16: Promote peaceful and inclusive societies for sustainable development, provide

access to justice for all and build effective, accountable and inclusive institutions at all levels.

1.3.17 Goal 17: Strengthen the means of implementation and revitalize the global partnership for

1.4

1.5

1.6

1.6.1

1.6.2

1.6.3

&¢

sustainable development.

The key to the sustainability of a public transport system is a responsive ITP. An ITP must
promote mobility that reduces consumption of natural resources. It must also be based on
minimal input costs, while achieving the desired mobility goals of society and support the
reduction of spatial imbalances that create inequitable access to opportunities and improves the
affordability of transport services, especially for low-income households.

The policy itself is crafted in a manner that emphasises ease and speed of implementation.
Linkages with other enabling plans and policies are duly identified. The policy is also responsive
to rapidly changing needs in the transport environment.

The NPTSP takes account of the following key points:

South Africa is one of the most unequal societies in the world. The legacy of the apartheid
state policies continues to bear disproportionate cost burden to most households, and
household transport costs in particular are regressive. State sponsored public transport
services were generally not designed to contribute to improved quality of life but to serve the
apartheid state economy. Dismantling this legacy will require concerted effort from the
democratic state.

Public transport is a critical aspect of South African society and plays a fundamental role in a
developing economy.

The 1996 White Paper on National Transport Policy was the blueprint from which many
policies, strategies and plans emerged and constituted an overarching policy for South Africa’s
approach to public transport. In 2015, the NDOT embarked on a project to review and revisit
transport policy in order to be responsive to the ever-changing needs of South African society.
The resultant 2021 White Paper on National Transport Policy has revised the 1996 policy
framework to demonstrate Government’s commitment to reflect on its activities and to take
corrective action in line with national and international developments. The 2021 White Paper
on National Transport Policy is therefore foundational for this policy. The 2021 White Paper on
National Transport Policy requires that a subsidy guideline be developed and provide
appropriate models for its implementation and a costing, and further that it must be founded
on the principles of user targeting, equity and sustainability in the medium to long-term. This
policy is limited to land-based passenger transport.
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1.6.4

1.6.5

1.6.6

This policy document prevails regarding issues pertaining to public transport subsidy.

Whilst the policy is binding on all three spheres of government in so far as it relates to Section
85(2)(b) of the Constitution, it is implemented in line with the provisions of Cooperative
Governance (Chapter 3 of the Constitution).

The NPTSP focuses specifically on the Government’s role in funding public transport. It
provides a detailed outline of the policy parameters, goals and procedures to be implemented
in administering Governments subsidy of public transport.

1.7 Background review of public transport subsidy in South Africa

1.7.1

1.7.11

1.71.2

1.7.1.3

1.7.14

The background review of public transport development in South Africa is highly cross-
referenced with its funding in general and the subsidy regimes applied by the Government
over time. It is therefore necessary to consider public transport and subsidies jointly. The
following observations in relation to public transport subsidy relate to observations from its
origins to the present in South Africa:

The South African subsidy regime was born out of some of the key policy fundamentals of
apartheid i.e. spatial planning, low wages and segregation. This in many ways created the
foundation for a mode / service specific approach rather than an integrated transport system
and the lack of modal integration remains a hallmark of our current transport system.

During the apartheid era in South Africa, the then government used public transport, and
specifically commuter bus services, to facilitate its separative development policies. These
policies meant that many communities were located far away from commercial metropolitan
areas where they worked, often separated by a highway or industrial area as a “buffer zone”.
Commuting costs from these far-flung areas would be prohibitively high and so the
government intervened to heavily subsidise bus operations. The costs to Government in
propping up the bus commuter industry was further increased because of the costs
multiplication effect caused through the provision of parallel services of bus transport for
different racial groups.

Rail passenger and bus services were operated by the South African Transport Services (the
SATS), which had been formed in 1910 from the South African Railways and Harbours. Both
rail passenger and bus services were loss making and propped up by the Government. The
SATS would cross-subsidise public passenger transport services using the profits from
freight transport services. By the end of the 1970s rail passenger services operated at an
enormous loss.

The 1996 White Paper provided that bus services would be put out to competitive tender but
it subsequently proved to be financially untenable for the prevailing government budget, as
bids were high and would require far higher levels of funding from government, which
deemed it as unsustainable. The process stalled after a court case in the Western Cape
where Government was taken to court for failing to meet the requirements of the NLTTA that
stipulated that services had to be put out on tender based on public transport plans. The
additional challenges related to the substantially higher costs of a competitive tendering
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system and the concerns of labour on job security and wage levels.

1.7.2 The planning and funding framework for public transport in South Africa is highly fragmented
which in turn complicates integrated service delivery. Figure 1.1, for example, illustrates the
fragmented approach to public transport network governance in the Gauteng Province. To a
great degree the funding framework follows fragmentation in the planning and administration
of public transport which have been institutionalised across the three spheres of Government.
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1.7.3 The different funding sources for public transport, operational subsidies and capital projects

applicable across the Government levels are set out in Table 1.1.

Table 1.1: High-level description of various public transport funding sources in South Africa

Funding source

Description

Public Transport
Operations Grant
(PTOG)

Conditional grant in terms of the annual division of revenue act.
Purpose of the grant is to “supplement funding towards public
transport services provided by provincial departments of transport”.
The funding results from a nationally assigned function to provinces.

Public Transport
Network Grant
(PTNG)

A specific-purpose allocation to municipalities in terms of the division
of revenue.

Purpose of the grant is to “provide for accelerated construction and
improvement of public transport and non-motorised transport
infrastructure forming part of a municipal integrated public transport
network, and further support the planning, regulation, control,
management and operations of fiscally and financially sustainable
municipal public transport network services”.

Taxi Recapitalisation

Programme (TRP)

A specific project financed by the Department of Transport, which
results from the recommendations of the National Taxi Task Team and
adopted in 1998 by Cabinet to recapitalise the minibus taxi industry. At
the time, the objective of the programme was to renew the taxi fleet in
the country and facilitate the local manufacturing of a purpose-built
vehicle.

Funding is in the form of providing a scrapping allowance to qualifying
operators.

Scholar transport
subsidies

Subsidised transport services for learners in terms of the National
Learner Transport Policy.

The services are funded by Provincial Basic Education Departments
and/or Provincial Transport Departments.

Municipal bus
subsidies

Legacy shortfall-based subsidies paid to municipality-owned operators
by the municipalities from municipal funds.

Municipalities also provide capital subsidy to the municipality-owned
operators through the purchasing of fleets and associated equipment.

Provincial bus

Operational bus subsidies (largely legacy based) paid to bus operators

subsidies by provinces from their provincial equitable share.

Provincial rail ¢ In the case of Gauteng Province, an operational shortfall subsidy paid

subsidies by the provincial government, as part of a concession agreements for
the Gautrain Rapid Rail Link Project, inclusive of rail and feeder bus
services.

e Gautrain is considered a project in terms of the provincial Gautrain

Management Agency Act (Act 5 of 2006).

PRASA operating e Transfer funding made available by the Department of Transport to the

subsidies Passenger Rail Agency of South Africa (PRASA) to mainly subsidise
PRASA passenger rail operation in metropolitan areas, as well as
Mainline passenger rail services to a lesser extent.

PRASA Capital e Transfer funding made available by the Department of Transport,

subsidies largely for the PRASA rail modernisation programme, inclusive of

rolling stock, signalling, and security.
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2 AN OVERVIEW OF THE POLICY AND LEGISLATIVE ENVIRONMENT RELATING TO
PUBLIC TRANSPORT

2.1 The following are key pillars of a sustainable integrated planning process of a targeted
community:

2.1.1 Socio-economic development;

2.1.2 Spatial / Land-use development;
2.1.3 Transportation System development;
2.1.4 Economic development; and

2.1.5 Environmental protection.

2.2 All five pillars of sustainable planning are greatly inter-related and the design of any major
developmental proposal and/or intervention would cause a chain effect in the functioning of a
community. Hence, the development of sectorial policies, strategies and legislation require
adequate considerations of anticipated outcomes if the proposed measures are implemented.

2.3 The review of the policy and legislative environment in relation to the development of this policy
was based on the consideration of prevailing policies and legislation in the five key
developmental spheres i.e. Social, Economics, Environment, Spatial Planning and Transport
(the schedule of the key documents considered in relation to this policy development attached
as Schedule 2).

2.4 The development of the NPTSP has been fundamentally rooted in the 2021 White Paper on
National Transport Policy. The NPTSP is therefore aligned with the following White Paper
strategic objectives for public transport:

2.41 Promote safe and secure, reliable and sustainable public transport that addresses user needs,
including those of commuters, learners, targeted categories of passengers (pensioners, the
aged, children, pregnant women, persons with disabilities, tourists) and long-distance
passengers;

2.4.2 Provide an appropriate and affordable standard of accessibility to work, commercial and social
services in urban and rural areas, and limiting walking distances to public transport to less than
approximately one kilometre in urban areas;

2.4.3 Ensure that public transport is affordable for all commuters in relation to their disposable
income;

2.4.4 Improve the attractiveness of public transport and NMT to commuters over the use of private
car travel, with the aim of increasing the proportion of commuters utilising public transport and
NMT instead of private cars;

2.4.5 Provide universal, centralised information for all modes of public transport to assist public
transport users and ensure that public transport is integrated in respect of information,
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246

247

248

249

scheduling, routing and integrated ticketing systems;

Provide appropriate institutional structures, which facilitate the effective and efficient planning,
implementation, management, funding, regulation and law enforcement of the public transport
system, devolved to the lowest competent level;

Ensure sustainable, streamlined and dedicated funding for public transport infrastructure,
operations and law enforcement at the lowest competent level;

Foster a stable investment environment in the public transport industry;

Promote and implement a system of competition for the market, related to public transport
routes or networks based on operating licenses, concessions and negotiated and tendered
contracts, with all public transport operators registered as formalised commercial entities,
bound by the regulations pertaining to their operating licenses;

2.410 Empower and assist disadvantaged operators to participate meaningfully in the public

transport system;

2.4.11 Ensure that operators become economically viable, requiring the minimum financial support;

and

2.4.12 Promote acceptable and fair labour practices in the public transport industry and foster human

2.5

2.6

2.7

2.8

29

2.91

29.1.

&

resource development.

Due consideration has been given to the policy proposals contained in three other national
transport policies i.e. Non-Motorised Transport Policy Draft of 2008, Learners Transport Policy
of 2015 and Rail National Policy Draft White Paper of 2017.

The NDOT has also developed several Transport Strategies and Strategic Plans since 1996
including relevant observations and recommendations regarded as key for the development of
the NPTSP and the content thereof has been included in the policy development process.

The transport system development is intrinsically linked to the other key national development
pillars hence the NPTSP development has thoroughly considered and included observations
and recommendations of other key sectoral national policies and strategies drafted and adopted
in the prevailing planning cycle of the national Government.

The key considerations gathered from the above-referenced policies, strategies and plans
relevant to the development of the NPTSP have been presented in Tables 1 to 6 and attached
as Schedule 3 to the policy document.

The summary and interpretation of the key considerations is outlined as follows:

The 2021 White Paper on National Transport Policy:

1 The legacy of apartheid policies has long lasting implications on the developmental planning
in South Africa and the state of disintegrated and ineffective functioning of spatial land-use
development and by extension the transport system is at heart of it.
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29.1.2

2913

2914

2915

29.1.6

2917

2918

The national transport policy provides a broad framework for the development of sustainable
transport systems through integrated transport planning.

There is a clear requirement for additional funding for public transport including operating
subsidies to support the most vulnerable communities and support their living standard and
attainment of basic rights.

There is a recognition that rail transport is the backbone of the transport system across the
country though there is a dire need to transform the institutional set-up and eradicate the
prevailing subsidies based on the ‘deficit finance system’ approach.

There is a recognition that the minibus-taxi industry is one of the key public transport service
providers and recommendation for its full regulation and formalisation through the provision
of adequate financial and technical resources to position the mini-bus taxi industry to enter
into contractual relationships with Government.

Dedicated and consolidated funding channels need to be established to streamline and
optimise public transport funding.

The Provincial and local spheres of Government must assume their roles and responsibilities
with regard to the transport planning, implementation and management in line with their
constitutional and other legislative mandates.

There is strong emphasis on the achievement of the efficiencies in the transport system and
minimising the Government subsidisation of the transport operations in the long term
whereas the social development objectives would have been targeted through incentive
programes offered to the operators.

2.9.2 National NMT Policy / National Learners Transport Policy / National Rail Transport Policy:

29.21

29.22

2923

2924

29.25

E&(
$

These policies are mode and subsector specific transport policies and emphasise the
fundamental challenge with regard to funding and propose specific funding approaches for
infrastructure and operational requirements.

The emphasis of the NMT policy is on the recognition of the NMT modes and provision of
adequate infrastructure.

The emphasis of the Learner transport policy is on the integration of the learner transport
requirements with the prevailing mainstream public transport services as far as possible.
Dedicated learner transport services should be established in areas not serviced through

mainstream public transport.

The Learner Transport policy emphasises the inter-governmental alignment of the Transport
and Education departments to ensure an efficient scholar transport service.

The draft National Rail Policy recognises the role of rail transport as the backbone of the
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national transport system and substantial challenges of the rail passenger operations.

2.9.2.6 There is a recognition of the infrastructure and rolling stock backlog in rail transport and that
long term plans and substantial public and private funding is required to revitalise the rail
transport system and establish its intended role in the economy of the Country.

2.9.3 National Transport Plans and Strategies:

2.9.3.1 There is a clear recognition of the prevailing issues and challenges in the public transport
system in the Country.

2.9.3.2 All Plans and Strategies emphasise the fundamental requirement for integrated land-use
development and transport planning as the basis for the preparation and formulation of
effective ITP’s and the development of a sustainable transport system.

2.9.3.3 The National Transport Master Plan 2050 has identified the development of a public transport
subsidy policy as one of the key requirements to stabilise the public transport industry and
provide the basis for its transformation and provision of improved service and economic
empowerment of the previously marginalised within the sector.

2.9.3.4 Allstrategy documents also emphasise the insufficiency of prevailing public transport funding
to address infrastructure and capital investment backlogs and simultaneously develop
integrated systems to improve the service levels to the public transport users.

2.9.3.5 The transport development strategies and plans recognise that rail is the backbone of the
transport system in the country and fundamental to sustainable economic development
plans.

2.9.4 National Economic / Spatial / Environment Policies and Strategies:

2.9.4.1 All sectorial development policies and strategies have a clear vision with regard to the role of
the transport system development in the national growth and development aspirations. The
integrated public transport systems have been emphasised as essential in particular to

enable efficient and sustainable mobility options for people to fulfil their economic,
educational and social activities.

2.10 The Constitution of the Republic of South Africa, 1996:

2.10.1 Chapter 2 sets out the Bill of Rights enshrined in our constitution. The Bill of Rights is a
cornerstone of democracy in South Africa. It enshrines the rights of all people in our country
and affirms the democratic values of human dignity, equality and freedom.

2.10.2 The Bill of Rights applies to all law, and binds the legislature, the executive, the judiciary and
all organs of State.

2.10.3 The powers and functions of the executive authority are provided for in Sections 83 to 102 of
the Constitution. It also provides for the assignment of the functions of the executive authority

@ =
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to his or her Cabinet;

2.10.4 The Provincial Executive Authority and the Provincial Legislatures are provided for in Sections
103 to 150 of the Constitution. These sections inter alia provide for the Premier of the
respective province to implement provincial legislation in the provinces as well as
implementing national legislation within the functional area of the province. In addition the
Executive Authority within the province is mandated to administer provincial policy and any
other function assigned to the provincial executive in terms of the constitution;

2.10.5 In accordance with the devolution of authority municipalities play a pivotal role. A municipality
has the right to govern on its own initiative the local government affairs of its community. This
has to be done in accordance with national and provincial Legislation. As an example Section
152 sets out the objects of local government which are inter alia to promote social and
economic development and the provision of services in a sustainable manner. National and
Provincial Governments by legislation are obliged to support and strengthen the capacity of
municipalities to manage their own affairs, to exercise their own powers and to perform their
functions; and

2.10.6 Municipal public transport is a function of local Government and this is provided for in Schedule
4 of the Constitution. Schedule 5 of the constitution provides that provincial planning is a
function of the province.

2.11 The Legislative Framework for public transport:

2.11.1 The legislation governing public transport in South Africa is the National Land Transport Act of
5 of 2009 (NLTA).

2.11.2 The purpose of the NLTA as set out in section 2 of the Act is:

2.11.2.1 To further the process of transformation and restructuring the national land transport system
initiated by the NLTTA,;

2.11.2.2 To give effect to national policy;

2.11.2.3 To prescribe national principles, requirements, guidelines, frameworks and national norms
and standards that must be applied uniformly in the provinces and other matters
contemplated in section 146 (2) of the Constitution; and

2.11.2.4 To consolidate land transport functions and locate them in the appropriate sphere of
government.

2.11.3 A further analysis of the NLTA in relation to transport planning and funding is dealt with under
Roles and Responsibilities.
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3 AN ANALYSIS OF THE FUNDING OF TRANSPORT SYSTEM IN SOUTH AFRICA

3.1 Figure 3.1 shows that over the period from 1987, when minibus taxis and freight transport were
deregulated, to 2018, the Department of Transport’'s budget ranged between 1.7% (1996) and
4.1% (2015) of the national government budget. After experiencing a decline in the period 1991
t01996, the transport budget rose steadily up to the recent past. Much of the increase can be
attributed to commitments made for the 2010 FIFA World Cup. Since around 2015, the national
budget has not been increasing in real terms, and the transport budget has been in relative
decline, albeit still much higher than it was in the past. Portfolios that attract much more funding
include Social Development (around 20%), Police (about 12%) and Cooperative Governance
and Traditional Affairs (about 10%), which is generally reflective of South Africa as a
developmental state. Notwithstanding, it is concerning that the transport portfolio budget
appears to be declining in real terms. The fragmentation of the funding, particularly for public
transport as illustrated in Table 1.1, results in expenditure inefficiencies, further exacerbating
the problem of the overall transport budget reduction.
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Figure 3.1: Department of Transport budget relative to national government budget

3.2 Figure 3.2 depicts the composition of the Department of Transport’s budget in the period 1996
to 2018. Immediately following the adoption of the 1996 White Paper on National Transport
Policy, the Department increased expenditure on public transport as a proportion of its budget.
However, the trend was reversed from 2002. The public transport budget has historically been
dominated by passenger rail (infrastructure and operations) and bus subsidies (later referred to
as public transport operations grant — PTOG). Over time, however, the public transport budget
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Department of Transport expenditure as percentage of department's budget

was diversified to include other modes of transport. In an effort to incentivise public transport
integration, the Department started to create grants aimed at implementing infrastructure and
operations that prioritise a legible integrated public transport network, which were in the form of
(PTIS), (PTNG), (PTNOG). However, these grants have over time become synonymous with
investing in bus rapid transit (BRT) systems. In 2018, the BRT infrastructure, where operational
in the country, collectively serviced about 65 million passenger trips. Minibus taxis have over the
years attracted investment in the form of the Taxi Recapitalisation Programme, which was
officially launched in 2001, and annual operational funding of the minibus-taxi industry
structures. Notable, nonetheless, is that despite increased budget for the transport portfolio in
some years, funding for public transport reduced as a proportion of the Department’s budget.
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Figure 3.2: Public transport investment trends in the Department of Transport’s budget

3.3

&

Transport funding across the three spheres of government is accounted for inconsistently. For
example, while at a national level it is easier to distinguish between capital and operational
funding, or even funding dedicated to public transport and roads, it is less so for provinces and
municipalities. Nonetheless, it is estimated that in 2018, across the three spheres of
government, public transport funding amounted to R37 billion, of which 48% was operational
expenditure and 52% was capital expenditure. In 2018, public transport funding in South Africa
amounted to 0.76% of the GDP. Figure 3.3 illustrates how this funding typically flows across the
three spheres of government. In addition, Figure 3.3 shows various budgets for the purpose of
the ensuing discussion.
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Flow of transport related funds across spheres of government

***Estimate from multi-year financial statements, **From National Treasury portal, *Estimates from historical ratios between PTOG and total subsidy
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Figure 3.3: Snapshot illustration of transport funding for 2018

3.4 Public transport funding is split 86%, 9%, and 4%, across national, provincial and local
government respectively. Provinces mainly fund public transport in the form of supplementing
the public transport operations grant from the national government. Provinces that mainly fund
public transport (bus services) from their equitable share are the North West (typically 80% from
the province), the Eastern Cape (typi