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Introduction 

1. This document represents the Bus Fare Regulatory Framework and sets out the 

approach to be applied by the Fijian Competition and Consumer Commission 

(FCCC) in regulating the bus fares. The Regulatory Framework would be revised 

as required to accommodate the changes to the bus industry market structure. 

Current Fare Review Mechanism 

2. Today, there is no formal fare adjustment mechanism available. In absence of 

principle driven cost methodologies, it is not fair to both the supplier of services 

and the user of services. In this case, the suppliers are commercial bus businesses 

and end-users as the passengers. 

3. Inconsistency and lack of transparency has created extenuating circumstances 

such as the following: 

a. Adverse economic conditions in bus industry driven by lack of investments; and 

b. A significant deterioration in the overall affordability of public transport fare. 

4. This Regulatory Framework provides guidelines on the Bus Model and areas such 

as the fare review exercise frequency and the application of the fare adjustment 

for the FCCC to consider during the fare review exercises. 

Key Objectives of the Regulatory Framework 

5. In formulating the Regulatory Framework, a number of key principles/objectives 

needs to be considered. These principles represent the often-conflicting 

requirements of different stakeholders and inform the analysis and decisions 

around the most appropriate options and detailed pricing approaches adopted for 

Fiji. The bus fare that is set must meet the following objectives and principles: 

a. the cost of providing the services; 

b. the need for greater efficiency in the supply of services so as to reduce costs 

for the benefit of consumers and bus operators; 

c. the protection of consumers from abuse of monopoly power in terms of fares, 

policies and standards of service; 
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d. the social impact of the determination or recommendation; and 

a. the impact of the determination or recommendation on the use of the public 

passenger transport network and the need to increase the proportion of travel 

undertaken by sustainable modes such as public transport. 

6. The Land Transport Authority is to consider the following matters in terms of a 

implementation of fares: 

a. standards of quality, reliability and safety of the services (whether those 

standards are specified by legislation, agreement or otherwise); 

b. any matter specified in the referral to Land Transport Authority Act; and 

c. Fully monitor and ensure compliance of regulated bus fares. 

7. The FCCC does not determine concession policies for public transport services as 

these policies are set by the Land Transport Authority in consultation with aligned 

Ministry. 

8. The FCCC will undertake extensive public consultation through the review 

processes to understand the range of stakeholder views, conduct and consider 

these views alongside the findings of economic modelling and analysis. 

Frequency for Fare Review Exercise 

9. The review cycle shall be for a period of three (3) years.  

10. This review exercise will consider the comprehensive review of the bus industry 

which would include but not limited to the financial and operational performance of 

the bus companies, best industry practices, changes in market dynamics and other 

factors that may have a bearing on the bus industry. 

11. The rationale for having three years bus fare review exercise is to ensure that fare 

adjustments are responsive to operational cost changes and to allow fare 

adjustments to be made in small and regular steps to mitigate the impact of fare 

increases on commuters. Though the rationale of having regular fare review 

exercises remains valid, administrative cost of conducting such an extensive 

review is counterproductive to regulators, bus operators, industry stakeholders and 
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the consumers. Hence, to avoid frequent fare changes, it is prudent that three (3) 

yearly review be undertaken. 

12. Triennial exercise will allow adjustments to fare levels to be responsive to 

operational cost changes and, more importantly, be kept small so as to make the 

fare changes affordable to the end-users. 

13. Having fare review exercises at longer intervals, such as quinquennial exercises 

could result in large jumps in fare adjustments as the price indexes for relevant 

costs can fluctuate sharply with abrupt economic cycles. 

14. Sharp changes in fares would not be in the best interest of commuters. This fare 

review exercise should be held triennially. 

Flexible Mechanism 

15. A number of key principles and objectives need to be considered in formulating 

fare changes, this includes but not limited to the following: cost of service, 

efficiency, affordability and sustainability.  

16. It is noted that some of the expenses incurred may be largely outside the bus 

operators control and by forfeiting the fare adjustment quantum or part of it, bus 

operators would not be compensated for their costs increases. As a result, the 

financial viability of the public transport industry would deteriorate and the industry 

would eventually become unsustainable. 

17. Hence, the longer-term interests of commuters should be safeguarded and 

assured as well, through ensuring a financially viable bus transport industry and 

bus companies should be compensated for cost increases over the long term and 

in the short term.  

18. An ad-hoc review would be undertaken where adjustment of the fares would be 

adopted where a major change is noted for the recovery of such costs.  

19. In extenuating circumstances, expenses incurred under extraordinary 

circumstances consideration shall be given to spreading such expenses over a 

number of years. The exceptional event would be (a) not readily foreseeable, (b) 
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was largely outside of the industries control, and (c) has significant impacts on the 

industries financial position. 

20. The FCCC will allow some flexibility to make decision such that the impact of fare 

increase to commuters can be minimised. 

21. This means that the fare adjustment quantum will be smoothened and would be 

added to the fare adjustment for the next fare review exercise. The accumulated 

fare adjustment would be the new fare adjustment quantum for the FCCC’s 

consideration in the following review period. 

22. As a general principle, the FCCC would allow minimum impact to commuters by: 

a. Smoothening out any large fare adjustments quantum yield by cost analysis 

over more than one fare review exercises; or 

b. Rolling over the full amount determined by analysis if it is too small for practical 

reasons. 

23. Similar to deferment of fare review exercises, any fare adjustment quantum not 

granted in a particular year due to such smoothening purposes or practical reasons 

would be rolled over to the next fare review exercise. 

Bus Cost Index Model 

Principles 

24. The Bus Cost Index Model is similar to Consumer Price Index (CPI), except rather 

than measuring changes in the costs across the whole economy, it only estimates 

the changes in the costs of providing bus services (such as fuel, labour and other 

relevant costs). 

25. Adjusting fares each year with changes of cost would not be consistent with the 

fare setting principle to reflect passengers’ willingness and capacity to pay. 

26.  It would also mean that FCCC would have to calculate this index each year, as 

well as adjust the weightings periodically to make sure that the index continues to 

reflect the cost structure of the industry, which would be administratively 

burdensome. 
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Background on how cost indices work 

27. A cost index measures, in percentage terms how much the overall cost of providing 

a particular type of transport services has changed since the last review. There are 

two parts to the index: 

a. a list of costs faced by the industry and their relative importance (weightings) 

b. estimate of how each of these costs changes over time (inflators). 

Weighting 

28. The index costs and weightings are designed to represent the cost structure of a 

typical operator. The cost index consists of a 'basket' of cost items that a typical 

operator faces in providing transport services such as depreciation, fuel, repair and 

maintenance, salaries and wages, tyres and tubes, interest expense and other 

costs.  

29. These items are weighted according to the proportion of the overall cost of 

providing services that they represent (e.g., if paying wages is half of total costs 

then it has a weighting of 50%). Typically, only significant costs are listed 

separately, the index usually has an 'other' cost item to capture smaller costs. 

30. Initially the weightings will be established by surveying the industry and working 

out a representative set of costs. Weighting will be established using cost data from 

audited financials and management accounts information provided by the industry. 

Inflators 

31. FCCC will estimate the change in each cost item using a cost 'inflator', which is 

expressed as a percentage change. Each cost item has its own 'inflator', which 

aims to track the movement in this particular cost item over time. Wherever 

possible, we select inflators that are: 

a. based on cost changes reflected in audited financials; and 

b. a reasonable estimate of cost changes for operators. 
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32. The qualifying criteria for cost changes are as follows: 

a. Expenses must be incurred in the normal operations of the supply of bus 

services; 

b. Expenses must be prudently and efficiently incurred after careful consideration 

of available options;  

c. Expenses must be incurred in an arm’s length transaction and expenses not 

related to the core business will be disallowed; and 

d. Any other extraordinary expenditure will require justification for consideration.  

How the Bus Industry Cost Index (BICI) model works 

33. Figure 1 below shows Bus Industry Cost Index Model in spreadsheet format. 

Figure 1: BICI Model in spreadsheet format 
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34. The calculations in the model are based on a number of steps: 

a. Step 1 - Input base weightings from previous year's BICI 

b. Step 2 - Input inflator values 

c. Step 3 - Calculate the change in the inflator values over the past review period 

d. Step 4 - Calculate the change in costs faced by the industry over the past review 

period 

e. Step 5 - Calculate the change in fares based on the outcomes of the BICI 

Step 1 - Input base weightings 

35. The starting point for the index is a list of costs and relative weightings. The costs 

and weightings are obtained from audited financials. The weighting for each cost 

item is determined as a percentage of total costs. The sum of weightings for the 

BICI should sum up to 100. 

Step 2 - Input inflator values 

36. The next step is to fill in the values of the various cost inflators. 

37. Inflators has been calculated as difference between financials of the previous and 

current review period. 

Step 3 - Calculate the change in each inflator value 

38. The model calculates the values of the inflators used in the BICI. 

Step 4 - Calculate the change in costs 

39. The BICI estimates the change in bus costs by using the inputs and results of the 

calculations explained in the sections above to generate a weighted average 

change in the cost of providing bus services. 

Step 5 - Calculate the change in fares 

40. Sum of individual expenses weighting multiply by inflator is total change in fare. 
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Bus Fare Assessment Variables 

Cost Components 

41. Based on FCCC’s assessment, the following are major cost components that will 

be observed as causing significant changes to cost. 

a. Depreciation 

b. Fuel and Oil 

c. Repair & Maintenance 

d. Salaries & Wages 

e. Tyres and tubes 

f. Interest expense 

g. Other Costs 

Regulatory Reporting Information 

42. ‘Regulatory reporting’ is the submission of raw or summary data needed by 

Regulators to evaluate operations and its overall market, thereby determining the 

status of market compliance with applicable regulatory provisions. Governments 

across the world give prime importance to keep their regulatory systems updated. 

As such, complete and accurate data is critical to the bus fare review. 

43. Individual submissions are required from each of the bus company and it is 

mandatory for all the information outlined below in item number 44 is submitted. 

Where information is not submitted, it shall not be reviewed. 

44. The following information must be submitted to FCCC to ensure that timely reviews 

are conducted which includes but not limited to: 

a. Business Case Study supporting the need for review; 

b. Audited Financials for the past three (3) years; 

c. Detailed segmented Management Accounts including Profit and Loss 

Statement for the past three (3) years; 

d. Balance Sheet for the past three (3) years; 
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e. Statement of Cash Flow for the past three (3) years; 

f. Detailed Fixed Asset Register for the current review year period; 

g. Information on total mileage of each bus per year; 

h. Passenger capacity of each bus; 

i. For each of the routes serviced: 

(i) the distance (KM) from the main point (one way/return); 

(ii) frequency of trips during peak and off-peak hours; 

(iii) passenger capacity for the respective fleets; 

(iv) the total revenue generated for each route(trip); 

(v) the total expenses incurred for each route (trip). 

j. Detailed breakdown of revenue per trip via each route by customer classes 

(Adults, Child, Students, Senior Citizens & disabled persons) for the past three 

(3) years. 

45. The timeframe for submission, review, approval and implementation of the revised 

fare is based on a minimum of four months or 16-week processing window from 

the time the industry files its complete submission. However, this is subject to 

change based on the scrutiny of issues that needs to be addressed and information 

level. 

 

 


