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Introduction

This often means increased commuting to and from 
Sydney city, which minimises the amount of leisure 
time spent with friends and family. Commuters are 
also penalised by having to spend more money on 
public transport due to the crude distance-based 
system of fares currently in place.

Those who live further from Sydney’s centre, who are 
usually relatively worse off in socio-economic terms, 
are forced to spend a far higher amount on transport 
as a percentage of their annual salary than their inner 
city counterparts. 

Decreased patronage on intercity trains in the 
past decade, despite population growth, is a clear 
indication that train prices are currently far too high 
for many of these outer city residents.      

This paper argues the distance-based approach to 
transport fares is outdated and inequitable. A new 
system of transport fares, based on socio-economic 
status (SES) factors such as income, education, and 
occupation, should be introduced in its place. 

The SES funding model for independent schools, 
which uses ABS data to calculate the amount of 
funding for independent schools based on the socio-
economic status of the communities from which the 
schools draw their students, is an ideal model for a 
new system of transport fares. A new system, based on 
this model, would be more equitable and would also 
create greater efficiencies and sustainable transport 
solutions to those most in need. 

Reducing fare prices for commuters travelling long 
distances from communities with lower SES, and 
increasing fare prices for inner city residents from 
communities with higher SES, would provide new 
stimulus for outer Sydney residents to once again 
take to public transport. 

This new system of fares would not affect already 
reduced fares, such as concessions or pensioners, nor 
would it impact government revenue, which would 
remain stable. 

As Sydney’s population increases and housing in the inner city becomes financially 
impossible for most families, the majority of people have been forced to settle in 
Greater Sydney and its surrounding urban centres. 
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Distance Based Fares – 
Unfair and Uneconomic 

This has the effect of lifting household disposable 
income for inner metropolitan residents at the 
expense of those living in the outer suburbs who incur 
both higher fare costs and motor vehicle expenses.

Families who have been forced to seek housing in 
the outer suburbs, due to a lack of affordability in the 
inner suburbs, are forced to pay more for transport as 
a percentage of their weekly earnings. 

This is not fair, and it is not creating a smoothly working 
system for the majority. 

As Sydney’s population continues to grow and residents 
move further afield to find affordable accommodation, 
a different methodology is required to calculate public 
transport fares. This method should be based not on 
distance travelled, but on socio-economic status (SES).

The SES funding model: how does it work?

The SES funding model is the model by which the 
Commonwealth general recurrent funding for non-
government schools is allocated. It assesses the 
relative need of independent schools by reference to 
the SES of the communities from which the school 
draws its students. The model takes into account 
three key factors - level of parent income, education, 
and occupation. 

To illustrate the SES model, take three examples of 
independent schools in Sydney in the period from 
2009 to 2013: Sydney Church of England Grammar 
School in North Sydney, Parramatta Marist High 
in Westmead, and Patrician Brothers College 
in Blacktown. In total, there are 46 SES funding 
scores, with funding ranging from 13.7% to 70.0% of 

The closer a household is to the centre of Sydney, the less likely that household is to 
own a car, because public transport is relatively cheap, frequent, and convenient. 

Table 1: School funding based on SES methodology

School / Zone SES Score Funding outcome per student

Sydney Church of England Grammar School  131 $1,637 
(North Sydney)

Parramatta Marist High (Westmead) 101 $5,173

Patrician Brothers College (Blacktown) 97 $6,570

Source: Data from the Australian Government, Department of Education, Employment and Workplace Relations1
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the Average Government School Recurrent Costs 
(AGSRC). Schools whose SES scores are less than 
85 receive the highest percentage of funding, while 
schools with an SES higher than 130 receive the least. 
Schools in between these two scores are funded along 
a continuum, with every single point change in SES 
score affecting the amount of funding received. 

The SES system is transparent because it is based on 
ABS Census data. The use of ABS data avoids having 
to ask intrusive questions about income and other 
personal information. It is flexible and responsive to 
changes within school communities.

How would a means-tested approach 
assist commuters?

A means-tested approach to commuters on public 
transport would provide new stimulus for outer 
Sydney residents to once again take to public 
transport. 

Just under two-thirds of NSW’s population (5.5 
million people) reside in Sydney’s GMA. Population 
growth in Greater Sydney accounted for 78 per cent 
of the state’s total growth in the year to 2012. Sydney’s 
fastest growth was in its western and northwest 
suburbs.

From the period of 2011 to 2012, the largest increase 
was in Parklea - Kellyville Ridge, in the north-west 
growth corridor, which grew by 2,300 people to 
25,400. Large growth also occurred in Concord West 

- North Strathfield (up 1,100 people), Homebush Bay - 
Silverwater (1,100), and Auburn (800), all located in 
and around Sydney Olympic Park. Greater Sydney 
also contained eight out of the ten fastest-growing 
areas in NSW.

“Families who have been 
forced to seek housing in the 
outer suburbs are forced to 
pay more for transport as a 
percentage of their weekly 
earnings. This is not fair.”
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Table 2: Collection districts with the largest and fastest population growth (NSW)

  ERP at 30 June  Population Change  
 2012p  2011pr-2012p 
SA2  no.  no.  % 

LARGEST GROWTH 

Parklea – Kellyville Ridge  25,400  2,300  10.2 

Concord West – North Strathfield  20,200  1,100  5.8 

Homebush Bay – Silverwater  13,100  1,100  9.0 

Sydney – Haymarket – The Rocks  25,900  900  3.6 

Maitland – West  19,700  810  4.3 

FASTEST GROWTH 

Parklea – Kellyville Ridge  25,400  2,300  10.2 

Cobbitty – Leppington  7,200  630  9.6 

Homebush Bay – Silverwater  13,100  1,100  9.0 

Concord West – North Strathfield  20,200  1,100  5.8 

Arncliffe – Bardwell Valley  16,300  720  4.6 

Source: Data from the Australian Bureau of Statistics, Regional Population Growth, Australia, 2011-12 2

Strong growth has also occured in and around 
Sydney’s biggest neighbouring urban centres, notably 
Newcastle, the Central Coast, the Blue Mountains, 
and Illawarra region. 

The vast majority of Sydney’s population is migrating 
away from the city and the transport network needs 
to accommodate for this migratory change.  
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Decline in rail patronage 
to and from Sydney

Despite Sydney’s population growth, rail patronage 
in Sydney’s outer suburbs has been in decline. 
Transport data indicates that rail has become less 
attractive for residents that live in the peripheries of 
Sydney. Table 3 illustrates that in a 10-year period of 
large-scale population growth, patronage on Sydney’s 
intercity network has declined with the marginal 
exception of the Newcastle and Hunter lines, which 
have increased only slightly.

In addition to a decrease in rail patronage on the 
intercity lines, households located in the outer-
metropolitan area had a higher car ownership ratio 
per dwelling than those who live in close proximity 
to the city.

The significant financial cost of using public transport 
for people who commute regularly from the outer 
suburbs to and from the inner city areas is clearly a 
key factor in decreasing usage. 

Table 3: Annual patron journeys on Sydney’s intercity lines (millions)

Source: Bureau of Transport Statistics, Rail patronage, 1999 – 2009 3
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As Table 4 illustrates, the current distance based 
system means an adult has to pay $8.60 one way for a 
journey of 65km or more. 

The MyTrain4 range of tickets are only a slightly 
cheaper and these are the services catering to the areas 
of NSW that have recorded the highest levels of growth 
in Sydney over the past two years (see Table 2).

Table 4: CityRail fare prices as indicated by NSW Transport 

Ticket MyTrain1 MyTrain2 MyTrain3 MyTrain4 MyTrain5 
 0 - 10kms 10 - 20kms 20 - 35kms 35 - 65kms 65kms +

Adult Single $3.80 $4.60 $5.20 $6.80 $8.60

Concession Single $1.90 $2.30 $2.60 $3.40 $4.30

Adult off-peak Return $5.00 $6.20 $7.00 $9.20 $11.80

Child off-peak Return $2.50 $3.10 $3.50 $4.60 $5.90

Adult Return $7.60 $9.20 $10.40 $13.60 $17.20

Child Concession $3.80 $4.60 $5.20 $6.80 $8.60

Adult Weekly $28.00 $35.00 $41.00 $52.00 $61.00

Concession Weekly $14.00 $17.50 $20.50 $26.00 $30.50

Source: Data obtained from NSW Transport 4

“The significant cost of using 
public transport for people who 
commute regularly from the 
outer suburbs is a key factor 
in decreasing use.”
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Table 5: The effective cost of public transport

Location / Distance Weekly Car ownership Weekly fare Share of 
to City Income /dwelling (MyMulti  weekly 
   / MyTrain) income (%)

North Sydney – 6.31 kms $2,117 1.1 $46 / $28 2.0 / 1.2

Parramatta – 26.41 kms $1,377 1.4 $54 / $41 3.7 / 2.8

Blacktown – 38.01 kms $1,306 1.6 $63/ $52 4.6 / 3.8

Source: Data obtained from the ABS Statistical Local Area 5

Travel costs as a percentage of income

Families who live in lower SES communities and live 
further from the city are paying much more in public 
transport costs as a percentage of their annual salary. 

So the average Blacktown household is paying well 
over double a North Shore household in relative 
terms to commute. This alone is sufficient to explain 
in part the poorer patronage of our railways by those 
in outer suburbs. They are also paying far more for 
an experience which includes longer travel times and 
greater crowding.

A more equitable system would see fares based on 
SES, rather than a flat rate based on distance.   

Fares better reflecting true 
economic costs

The incremental costs of carrying an additional 
passenger from the city to outer metropolitan 
ticketing zones is relatively small, largely because 
the below track network for city and middle zones 
already existed. Yet, outer metropolitan passengers 

are currently expected to cover a portion of both 
above and below track rail network costs on a 
recurrent basis - in addition to costs relating to the 
outer metropolitan network - as reflected in their 
total fares. 

However, a truly cost reflective fare policy would 
deduct ‘sunk’ costs of existing below track 
investments from the fares for outer metropolitan 
commuters. A similar deduction could be made for 
the relatively more expensive maintenance of the 
oldest parts of the network, which will be found in the 
inner and middle ticketing zones.

A revised fare schedule would better reflect the true 
incremental costs of carrying additional passengers 
to outer ticketing zones, than the current inflated 
distance based fare structure. 
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How would a fare system based 
on SES factors work?

An SES-based fare system would work in a similar 
fashion to the SES funding for independent schools, 
except on a much larger scale. School funding for 
independent schools is based on SA1 data ranging 
from 200 – 800 dwellings - the smallest form of data 
collected and published by the ABS. 

However, the ABS also calculates statistical data on 
a much larger scale. For example, statistical data can 
be collected in regions with between 3000 – 25000 
people (SA2), 30,000 – 130,000 people (SA3) and 
100,000 – 500,000 people (SA4). The SA4 regions are 
the largest sub-State regions in the Main Structure of 
the Australian Statistical Geography Standard (ASGS) 6.

Image 1: Statistical Areas Level 4

Source: Image obtained from ABS quick stats
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The current rail network servicing Sydney and 
surrounding cities covers 20 SA4 regions in total.

So, fare prices could be realigned according to the 
SES of each SA4 to create a fairer and more equitable 
system of public transport.

For the purposes of illustration, we can use the 
current MyTrain zones (1-5) prices to establish a fare 
system that bases its prices on SES factors. To do this, 
18 ABS collection districts would be categorised into 
five MyTrain zone prices that are based on weekly 
income levels: 

Table 6: Pricing under an SES system

Weekly medium 
income (bracket) $800-1100 $1100-1400 $1400-1700 $1700-2000 $2000+

Location Southern 
Highlands 

($896)

Central Coast 
($1003)

Parramatta 
($1237)

Blacktown ($1388)

Blue Mountains 
($1347)

Newcastle ($1133)

Hunter Valley 
($1158)

Illawarra ($1116)

South West ($1171)

Inner South 
West ($1169)

Outer South 
West ($1389)

City and Inner 
South ($1569)

Inner West 
($1662)

Sutherland 
($1672)

Eastern Suburbs 
($1806)

Baulkham Hills 
($1994)

Northern 
Beaches 
($1812)

North Shore 
($2111)

New Price for 
transport 
(Adult single)

$3.8 $4.6 $5.2 $6.8 $8.6
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By basing Sydney’s fare structures on the SES 
funding model, people from lower socio-economic 
backgrounds would not be further penalised for not 
being able to afford an inner metropolitan dwelling. 

An obvious concern relating to this approach would 
centre on the minority of low-income earners residing 
within high socio-economic status areas. However, 
it should be noted that this reconfiguration of the 
public transport system would not affect concession 
or senior discounts, regardless of their geographic 
location.

An exception to the model could also apply to 
individuals making very short trips within a high 
socio-economic area – for example between Milsons 
Point and North Sydney. While higher ticket prices are 
unlikely to change the commuting behavior of high-
income earners generally, for very short journeys it 
may discourage the use of public transport. For this 
reason, it is proposed that a passenger travelling five 
kilometres or less would have their fare capped at the 
Zone 1 price of $3.80. 

A final exception should be made for return journeys 
to a low-SES region from a high-SES zone. For 
example, a patron from the Blue Mountains travelling 
to and from North Sydney under the new modelling 
would pay $4.80 when departing from Springwood 
and $8.60 on the return journey home departing from 
North Sydney. To mitigate this problem, ticket prices 
would remain at $4.80 for the return journey so long 
as a return ticket is purchased from Springwood. 

While imperfections obviously remain, basing fare 
prices on SES factors is far more equitable and fairer 
for commuters. It would provide much greater 
incentive for outer Sydney residents to utilise public 
transport, taking pressure off the city’s clogged roads. 

“A revised fare structure would 
better reflect the true costs of 
carrying passengers to outer 
zones than the current inflated 
distance-based fare stucture.”
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No patronage increase scenario

Using a conservative analysis, which assumes no 
increase in patronage, basing Sydney’s fare structure 
on an SES funding model would actually increase 
ticketing revenue.

Adult patronage levels and government revenue in 
2012 at Sydney’s six busiest stations on the Central 
Coast line, the Blue Mountains line, the Bankstown 
line, the Western line, the Inner West line and 
the North Shore line are provided for illustrative 
purposes.

Economic considerations 
of Fairer Fares

Table 7: Government revenue under the new pricing system

Station

2012 
Patronage 
(Adults)

Government revenue 
based on current distance-

based ticket prices 
(MyTrain single - Adult)

Government revenue 
based on new SES prices 
(MyTrain single - Adult)

% increase/
decrease in 
government 

revenue

Gosford     
(Central Coast)

1,387,512
$11,932,609 
($8.6 ticket)

$5,272,545 
($3.8 ticket)

$6,660,063 
decrease

Springwood  
(Blue Mountains)

338,795
$2,913,637 

($8.6 ticket)
$1,287,421 

(3.8 ticket)
$1,626,216 
decrease

Bankstown 
(Bankstown)

1,523,161
$7,006,544 
($4.6 ticket)

$7,006,544 
($4.6 ticket)

Cost neutral

Parramatta 
(Western)

4,105,273
$21,347.424 
($5.2 ticket)

$18,884,255 
($4.6 ticket)

$2,463,168 
decrease

Strathfield     
(Inner West)

4,726,817
$21,743,361 

($4.6 ticket)
$22,239,448 
($5.2 ticket)

$496,087 
increase

Chatswood  
(North Shore)

3,170,543
$14,584,502 
($4.6 ticket)

27,266,669 
($8.6 ticket)

$12,682,167 
increase

Total increase 
$4,648,807

Source: NSW Government: Bureau of Transport Statistics
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Projected patronage increase scenario

Reforming fares would be likely to lift the patronage 
of public transport by outer city residents, while 
maintaining current transport use within inner 
metropolitan areas. 

Decades of research on fare structures provides 
us with a number of interesting examples into the 
impact of price changes on transit levels. 

The concept of price elasticity is a measure in 
economics to demonstrate the responsiveness of the 
demand of goods or services when there is a change of 
price for that good or service.

Applying the price elasticity model, a number of 
detailed studies have demonstrated that patrons 
from lower SES families are far more susceptible 
to fare increases than families from a high SES 
background 7. In fact, a study conducted in New 
York City reported that higher income passengers 
were almost indifferent to fare increases when they 
suspected possible traffic congestion and limited 
parking at their destination  8.

While the concept of price elasticity and increases in 
fare prices is obviously limited to time and context, 
the research demonstrates the willingness of higher 
SES passengers to continue to use public transport 
even after an increase in fare prices. By contrast, 
transit levels in Sydney’s lower SES regions should 
increase as more affordable transport options are 
provided.

This projection will be reinforced if city parking and 
road tolls become relatively more expensive over 
time as predicted.

As a rule of thumb, NSW public transport costs around 
$3.5 billion a year to operate and fare revenues of 
$1.5 billion are collected each year. This leaves a 
current funding gap of $2 billion a year which must 
be subsidised by taxpayers. 

It is plausible to assume that following fare changes 
raised in this paper, more fare revenue will be collected 
as more commuters overall have a greater incentive to 
use public transport in preference to car travel.

This is not to mention the positive effects that 
increased rail patronage in Sydney’s outer suburbs 
would have on the environment and road congestion.

In the Green Paper on the Carbon Pollution Reduction 
Scheme in 2008 it was noted that transport emissions 
account for 14 per cent of Australia’s total emissions. 
Of the total amount, 54 per cent of emissions come 
from private vehicles, compared with six per cent 
coming from rail.

This is coupled with a report on the costs of traffic 
congestion conducted by the Bureau of Infrastructure, 
Transport and Regional Economics that found 
that traffic congestion cost the Australian economy 
approximately 10 billion in 2005, with Sydney ($3.5 
billion) as the highest cost location compared to all 
other Australian cities. 9

Shifting the pressure off our roads and onto our trains 
by providing fairer fares for those who need it most 
would therefore have lasting environmental and 
economic effects.
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Rather than simply kick the can further down the 
road, the NSW Government has the means to support 
outer city commuters by adopting a fundamentally 
different methodology which takes into account both 
the capacity and the willingness of households to pay 
for public transport. 

Extensive research has already demonstrated 
the capacity of inner-metropolitan commuters 
to pay more than they do currently without being 
discouraged from using public transport. As a 
corollary, research also demonstrates that outer 
metropolitan commuters must pay less to encourage 
higher public transport use.

Under an SES-based system inner-metropolitan 
householders will still achieve strong net benefits in 
terms of travel times and convenience compared with 
outer city commuters. 

Yet the benefits of public transport must be better 
shared.

The SES funding model for independent schools 
is a fair and equitable model that could easily be 
replicated by Transport for NSW on a bigger scale. 
There are considerable gains to be made from pricing 
based on a means tested model aimed at increasing 
consumption of public transport services and 
investment in public transport infrastructure. 

Fare reform, as outlined in this paper, would not only 
achieve greater efficiency in the operation of the 
current network, but would be likely to increase total 
fare revenues via greater patronage. It would reduce 
congestion costs associated with fewer motor vehicle 
trips and improve the attractiveness of investing in 
public transport by expanding the scale and scope of 
the total network.

Where to from here?
The current public transport fare policy is blind to socioeconomic differences, 
which leads to perverse outcomes in terms of public transport patronage, car 
dependency, and disposable incomes between inner and out city households.

“Reforming fares would lift 
patronage by outer city 
residents while maintaining 
current transport use within 
inner metropolitan areas.”



FARE’S FARE: A Restructuring of Sydney Transport’s Fare System 
A proposal by the Rail, Tram and Bus Union

16

Endnotes
1 Australian Government, Department of Education, Employment and Workplace Relations, 7 Dec, 2012.
2 Australian Bureau of Statistics, Regional Population Growth, Australia, 2011-12.
3 Bureau of Transport Statistics, Rail patronage, 2000 – 2012.
4 NSW Transport, http://www.transport.nsw.gov.au/.
5 ABS Statistical Local Area.
6 ABS Statistical Area Geography, http://www.abs.gov.au/websitedbs/d3310114.nsf/4a256353001af3ed4b256

2bb00121564/6b6e07234c98365aca25792d0010d730/$FILE/Statistical%20Area%20Level%204%20-%20
Fact%20Sheet%20.pdf.

7 See for example, Cervero, R., 1990. Transit pricing research: a review and synthesis. Transportation 17, 117–139; 
Paulley, N., Balcombe, R., Mackett, R., Titheridge, H., Preston, J., Wardman, M., Shires, J., White, P., 2006. The 
demand for public transport: the effects of fares, quality of service, income and car ownership. Transport Policy 
13, 295–306.

8 DeLeuw, Cather & Company (1979) Evaluation of the Denver RTD and Trenton Off-Peak Fare Free Transit 
Demonstration Cambridge, MA: LI.S. Department of Transportation. Transportation Sydney Center. 

9 Bureau of Transport and Regional Economics 2007, ‘Estimating Urban Traffic and Congestion cost trends for 
Australian Cities’, BTRE Working Paper 71, Canberra.



FARE’S FARE: A Restructuring of Sydney Transport’s Fare System 
A proposal by the Rail, Tram and Bus Union

17



Rail, Tram & Bus Union Australia
Office: Level 2, Trades Hall,  
4-10 Goulburn Street, Sydney NSW 2000  
Phone: 02 8203 6099 Fax: 02 9319 2096
www.rtbu.org.au


