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INTRODUCTION 

This paper provides an overview of the key issues you will need to be aware of to respond to the 
community panel question: 

Under what conditions, if any, would the community accept a change to the way 
they pay for roads and public transport? 

Infrastructure Victoria is exploring opportunities to change the way we pay for transport across Victoria 
– on our roads, public transport and through parking. This new approach – called ‘transport network 
pricing’ – would set prices for all forms of travel in a consistent and holistic way, with the key objective 
of creating a fairer and more efficient transport system in Victoria. 

We think there are a number of problems with the current approach to paying for our transport 
network:  

 Charges for roads are mostly upfront and not linked to road use – for example, stamp duty, 
registration and TAC charges. This makes them difficult to understand on a day-to-day basis. 
These charges are the same whether you drive on congested roads during the peak, or on quiet 
country roads at night, providing no signals to road users about the actual cost of their travel.  

 These relatively high upfront costs are unfair for people who don’t drive very much. The fuel excise 
adds to this unfairness because it disadvantages lower income Australians who are less likely to 
reduce their fuel consumption by owning newer fuel efficient vehicles. Electric vehicles are not 
subject to the fuel excise because they don’t use fuel.   

 On public transport, most charges are not linked to how, when or where people travel. Mostly, we 
pay the same price for travelling on a metropolitan train in the morning peak or boarding an empty 
carriage at midday. In the free tram zone travel is free at any time of the day. We also pay the same 
for travelling on a train, tram or bus, even though the service provided by each of these can be very 
different. 

 Parking charges vary widely. In some areas drivers pay significant rates to park, while in other 
areas parking is free, even at train stations or busy locations where there is high demand. Many 
people receive free parking at work which encourages them to drive even when good public 
transport options are available. 

 

Taken together, these problems mean we are not getting enough out of our existing transport system.  

Transport network pricing has the potential to be fairer and more efficient. In this background paper we 
have covered topics including: 

 An overview of transport network pricing, including what it is, why we think it’s a better way to pay 
for transport, our pricing principles, examples of how pricing is used in other sectors and examples 
of transport pricing from around the world 

 How you pay today, including a detailed breakdown of the costs of owning and operating a car, 
public transport fares and where the money goes 

 A different way to pay, outlining how transport network pricing could work 

 How we manage transport in Victoria today, including how we manage congestion on our roads 
and on public transport 

 The benefits of transport network pricing 

 Some considerations and criticisms of transport network pricing 

 Important trade-offs and impacts, including discounts and exemptions, service levels and revenue 

 What the Victorian community, government and experts think about transport network pricing 

 

You will have an opportunity to ask questions, seek clarification and request more detail on particular 
topics at the webinars and panel sessions. Community panel members should also read the 
participant handbook for more details on sessions, logistics and what you need to do. 
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TRANSPORT NETWORK PRICING 

Transport network pricing is a system where prices are set to influence how, when and where people 
use the transport system so that we can get the most out of our road and public transport network. Put 
into practice, transport network pricing will mean a shift away from fixed, upfront charges (like 
registration) towards charges based on how people use the system, such as how far and when they 
travel.  

User charges exist on some parts of Victoria’s transport network already – fares are charged to use 
the public transport system for example, and tolls apply on some roads. Transport network pricing 
builds on this by changing the way we pay for transport away from flat charges that are not linked to 
how often or when we travel, and towards charges that reflect our actual use of the system.  

Transport pricing models come in many different forms:  

Distance-based pricing: users pay based on how far they travel. 

Time-based pricing: users pay based on when they travel and pay more to travel at busy (peak) 
times of the day. 

Premium pricing: users pay a higher amount to access a better quality offering (for example road 
tolls to travel on a new freeway). 

Dynamic pricing: the amount a user pays changes based on the current transport network conditions 
(for example, they pay more when conditions are congested). 

Area-based pricing: users pay an additional charge to travel in a defined area, usually because that 
area suffers from congestion and/or air pollution.  

Transport network pricing could include a combination of these approaches. For example, you could 
have a scheme that was both distance-based and time-based – so users pay more to travel long 
distances at the busiest times of the day. 

The most comprehensive and integrated pricing schemes consider the impact user charges will have 
on other parts of the transport network. For example, charges to travel on busy roads during the 
morning peak will push some motorists onto public transport. Conversely, public transport charges 
may encourage other people to drive, cycle or walk. The impact of all charges need to be considered 
collectively to achieve the most integrated and effective system. 

 

OBJECTIVES OF TRANSPORT NETWORK PRICING 

Our approach to transport network pricing is based on the ideas of fairness and efficiency. 

When we talk about fairness, we consider two things: people should pay an amount for their use of 
transport that reflects the costs of providing that transport (related to efficiency), and people should not 
be disadvantaged because of differences in their ability to pay due to circumstances outside of their 
control such as age or disability. People could also be disadvantaged due to services not being 
available where they live. 

Currently, charges for roads and public transport don’t reflect what they actually cost. Someone who 
drives 1,000 kilometres per year pays the same fixed charges (like registration) as someone who 
drives 20,000 kilometres per year. Also, in metropolitan Melbourne someone riding the bus to and 
from work for an 8 kilometre return trip pays the same as someone who takes the train for an 80 
kilometre return trip. By creating a fairer system where what people pay more closely reflects the 
actual cost of their travel, those who use less would pay less, and those who use more would pay 
more. 

When we talk about efficiency we mean that people travel at times, to places and by modes that 
provide the greatest benefits relative to the costs. The real cost of travel includes more than just the 
price of fuel or a Myki fare – it also includes things like delays caused to others through congestion. 
Transport network pricing could lead to less congestion, because if people can shift their travel to off-
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OUR PRICING PRINCIPLES 

We have developed a set of principles to underpin a transport network pricing system. While 
compromise is possible on these principles, they cannot be ignored completely as that would 
mean the benefits of transport network pricing would not be realised. 

The principles are: 

1. No exceptions: All modes of transport and parking should be priced. 

2. Different: Prices should be different for different modes depending on their costs and 
benefits, and for peak and off-peak periods in high demand locations. 

3. Fairness: Fairness and access addressed in two ways: 

a. Lower prices for concession-holders (students, health care card holders, etc.) 

b. Lower prices in areas where demand by lower income residents is higher. 

4. Full cost: Prices should reflect negative side effects (e.g. congestion, overcrowding, 
air pollution and road trauma)  

5. Independent: Prices should be set by an independent body that may also have a 
regulatory role (similar to the water sector). However,  the market should be as free as 
possible to innovate and adjust services and products.  

6. Transparent: Any subsidies for specific groups (like concessions) should explicit and 
transparent.  

7. Simple: The pricing system should be easy to use, but still provide choices that make 
consumers better off. 

 

 

 

peak times they will save money, and at the same time free up the system during the peak for those 
that need to travel then.  

People would use the transport system more efficiently if they understood and were charged the true 
cost of travel. This is difficult now because many of the ways people pay for travel are hidden or paid 
upfront like stamp duty, registration and TAC charges. Setting charges to reflect costs – of different 
modes, times of the day and distances for example – would also help government make better 
investment decisions, because it would know users are making decisions based on the right price 
signals. 

 
 

HOW PRICING IS USED IN OTHER SECTORS 

Pricing as a strategy to manage demand is a common practice in industries such as hospitality, travel, 
entertainment, retail and electricity. Key conditions that make different prices effective in managing 
demand are: 

 supply of the product or services are limited  

 demand for that product or services varies by time of the day, week or year  

 cost of providing that product and services varies 

 people value the products and services differently. 

 

Some examples are: 

 

 Hotel rooms 

The prices of hotel rooms in any given area are influenced by the season you want to stay (peak vs 
off-peak), the date you book the hotel room relative to the date of stay, location (city or garden view) 
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and quality (3 star or 5 star ratings). Hotel guests would typically pay more during peak season, when 
booked closer to the date of stay, for a better location, or for better quality of hotel rooms and facilities. 

 Airline tickets 

Airlines use similar pricing models to hotels. People are used to paying more for flights during school 
and Christmas holidays. Generally speaking, very early morning and late night flights (like ‘red eye’ 
services) are the cheapest, and flights close to a weekend are more expensive.  

 Cheap movie tickets on certain days or times 

Many cinemas offer cheaper movie tickets mid-week or at off-peak times, like on Mondays or 
Tuesdays, while tickets for popular times like Saturday evenings tend to be full price.  

 

EXAMPLES OF TRANSPORT PRICING FROM AROUND THE WORLD 

A number of cities around the world have introduced transport pricing schemes. More detail on some 
of these examples is provided in the appendix. 

 Location-specific charge – London, UK 

The ‘London Congestion Charge’ was introduced in 2003 to address congestion, fund upgrades to bus 
services and improve the reliability of both private and commercial vehicle journeys in and out of the 
city. Travel into central London attracts a charge of £11.50 per day between 7am and 6pm Monday to 
Friday, with discounts available for residents, concessions and ultra-low emission vehicles. In the time 
the scheme has been in place, the total kilometres travelled within Greater London fell by 11%. 
Analysis by Transport for London states that congestion would be far worse without the charge. 

 Location-specific charge – Stockholm, Sweden 

Stockholm’s congestion tax was first introduced as a trial in 2006, targeting congestion and air 
pollution within the city centre. During the trial, traffic in the city centre reduced by about 20%, 
substantially reducing congestion and improving travel time reliability during peak times. Initial public 
and media criticism of the tax gradually became more positive as the benefits were realised, and the 
tax was permanently introduced in 2007 following a public referendum. Drivers who enter and exit the 
city centre are charged a fee that varies depending on the time of day, which help to manage demand 
throughout the day. 

 Road pricing – Oregon, USA 

The state of Oregon introduced a distance-based road user charge across its entire road network as a 
pilot scheme in 2001, which continues today. Volunteers who opt in to the scheme are charged 1.5 
cents per mile driven, but when they pay fuel tax at the pump that amount is provided back to the user 
as a credit on their distance-based charging account. The scheme resulted in a reduction in miles 
driven, and importantly a reduction in miles driven during peak hour. Volunteers said they found the 
system easy and convenient, and 91% would rather pay the distance-based charge rather than the 
fuel tax. 
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 Public transport pricing – Sydney, Australia 

Sydney’s extensive public transport system includes trains, buses, ferries and light rail, and the pricing 
system offers different charges by mode, distance and time (but the cost is capped per day or week). 
Ferries are the most expensive mode of transport, followed by trains and then buses and light rail are 
the same. Off-peak travel is 30% cheaper than peak and all fares increase based on distance 
travelled.  

 Train station car parking – Perth, Australia 

Perth introduced a weekday flat fee of $2 to park at train stations in 2014. People who park at the 
station can pay using a ‘SmartParker’ card, and they must also touch on to the bus or train from the 
station on the same day to avoid penalty. This is intended to prevent non-commuters from parking at 
the train station, as prior to the charge, many station carparks were full by 7:30am on weekday 
mornings. Since the introduction of the charge, fewer non-public transport users have been parking in 
the station carparks, freeing up those car spaces for commuters. 

 What about Melbourne? 

Melbourne toll road operator Transurban ran Australia’s first trial of user-pays road charging in 2016. 
The trial recruited around 1,600 participants and tested a range of pricing options, including a charge 
per kilometre, charge per trip, a flat rate charge, a charge to enter a specific area (cordon) and time of 
day (peak and off-peak). At the start of the study 85% of participants said they were comfortable with 
the current funding system. After experiencing alternative road-charging options 60% said they 
preferred a user-pays system.  
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HOW YOU PAY TODAY  

Understanding how Victorians currently pay to use the transport network, and where the money goes, 
is important to provide a comparison with how things could change under transport network pricing. 

Victorians pay a range of fees and charges to use our transport network, including paying to own a car 
and paying fares to use public transport. 

Some of those fees and charges are obvious and well-known. For example, most people know how 
much it costs to fill their car up with fuel and how often they need to top up their Myki card.  

Some costs are less well-known and understood. Costs such as fuel excise, which is charged as part 
of the price of petrol, are not visible and therefore most people don’t appreciate that a large proportion 
of the cost of petrol is in fact a payment to government. 

 

PRIVATE CAR FEES  

When it comes to running a car, the obvious costs are annual registration and fuel, but several other 
fees exist that all car owners are paying. The fees to run a car include: 

 registration fees, charged annually 

 stamp duty, or a tax paid on the purchase of a new or used car 

 Transport Accident Commission (TAC) charge, which is paid annually. For a passenger vehicle, the 
TAC charge ranges from $405 to $521 

 fuel excise, which is currently about 41 cents per litre for petrol and diesel and is included in the 
pump price. 

Some other fees and charges also apply, like the luxury car tax, driver licensing fees, parking fees and 
customs duties on importing a vehicle. Tolls also apply if using Melbourne’s toll roads, CityLink and 
EastLink. People also pay general running costs like fuel, servicing and tyres. 

For example, a car that cost $20,000 at the time of purchase and is driven 15,000 kilometres a year 
would amass the following fees: 

 $840 in stamp duty – once off 

 $618 in fuel excise – yearly (2018) 

 $467.50 in TAC charges – yearly (2018) 

 $295 in registration – yearly (2018) 

 $276.60 in driver licensing – every ten years (2018) 

 

Excluding the cost of depreciation from the purchase price these charges add up to approximately 
33% of the total cost of owning and operating a car. The remaining 67% of costs are made up of fuel, 
servicing, tyres and insurance. 

 

PUBLIC TRANSPORT FARES 

Public transport in Melbourne, including trains, trams and buses, covers three zones: 

 The Free Tram Zone in Melbourne’s CBD 

 Zone 1 (inner metropolitan area) 

 Zone 2 (outer metropolitan area) 

 

Myki fares are charged as flat rates for either two hours or a daily pass. The full fare to access zones 1 
and 2 is $4.40 for a two hour fare and $8.80 for a daily. Travel wholly within zone 2 is cheaper – $3 for 
a two hour fare and $6 for a daily. 
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A ‘Myki Pass’ for multiple consecutive days is cheaper per day. A Myki full fare 7-day Pass is $44 for 
zones 1 and 2 ($6.29 per day), or an annual Pass is $1,722.50 ($4.72 per day). 

Train journeys completed before 7.15am are free under the Early Bird fare. For V/Line train trips 
outside the metropolitan area, the fare varies depending on the destination. 
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Vehicle 
registration 16% 

Fuel excise 29% 

TAC revenue 26% 

Licensing 2% 

Public transport 
fares 10% 

Taxes on the sale 
and import of 
vehicles 14% 

Government 
parking charges 

3% 

Transport related fees paid by Victorians 

Total:  
$7.5 billion 

Commonwealth 
road expenditure  

9% 

State government 
road expenditure  

18% 

Local government 
road expenditure  

14% 

Commonwealth 
train and tram 

expenditure 5% 

State government 
train and tram 

expenditure 34% 

TAC insurance 
claims 12% 

State government 
bus expenditure 

8% 

Government expenditure on transport in Victoria 

Total:  
$9.3 billion 

WHERE THE MONEY GOES 

Every year Victorians pay around $7.5 billion to use the public transport network and drive on our 
roads, and governments spend around $9.3 billion to operate, maintain and expand our road and 
public transport network (based on data from 2010 to 2016). 
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Public transport – the costs and benefits 
 
What we pay in fares to use our public transport network only partially covers the costs of operating 
the system, and public transport is heavily subsidised by government. This investment by 
government in public transport delivers significant benefits to the community – it provides travel 
options for people who may not be able to afford private car ownership and helps reduce road 
congestion. 
 
We examined the benefits of public transport for Victoria in 2016 as a way of assessing the value it 
brings to the wider community. Our analysis looked at key external benefits (i.e. benefits all 
Victorians enjoy because of public transport) including: 

 reduced congestion costs, including reduced travel time and reduced vehicle operating 
costs 

 reduced pollution 

 increased health benefits. 

 
We then estimated values for each of these benefits to give us an indication of the value of public 
transport to the Victorian community. Our analysis suggests that this value could be up to $2.5 
billion in 2016. These benefits increase every year as our roads get busier and more people use 
public transport. 

Public transport fares make up about 10% of all the fees we pay to access the transport network, $779 
million each year. The Victorian Government accounts for most of the public transport expenditure 
spending more than $3.9 billion per year, while the Australian Government spends $460 million. (See 
the box below for more details on benefits of public transport.) 

Fees that Victorians pay to drive and use the road network – including registration, duties, taxes and 
fuel excise – make up the remainder of charges, costing around $6.7 billion per year, or 90% of all the 
transport fees we pay. The Victorian, Australian and local governments spend around $4.9 billion per 
year on Victorian roads including TAC insurance claims. 
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A DIFFERENT WAY TO PAY 

The way we currently pay for transport includes a range of one-off and fixed costs, some of which are 
clear and obvious and some of which are hidden or not as clear. 

As we’ve already highlighted, transport network pricing would mean a shift towards charges based on 
how people use the system, such as how far and when they travel, resulting in a fairer and more 
efficient system. 

So how could this work in practice? Transport network pricing could mean changes to how we pay to 
drive, take public transport and access car parking. 

Road use 

Under transport network pricing, we could remove some of the fixed and upfront costs like registration, 
the TAC charge and fuel excise. Road use could be charged on a per kilometre basis, with different 
charges for different times of day. This would ensure that those who use roads the most and at the 
busiest times of day would pay the most, whereas those who don’t drive far or only drive at off-peak 
times would benefit from not having to pay the upfront costs. 

Public transport 

Similar to roads, public transport use could be charged on a per kilometre basis, with different charges 
for different times of day. Compared with Myki fares today, where prices are based on either two hour 
or daily periods of time, this could make public transport much more attractive for short trips. Charging 
more at peak times could also mean the trains are less crowded during peak hour, as more people 
may choose to travel to work earlier or later to save money. 

Different prices for trains, trams and buses could also be introduced to better reflect what it costs to 
operate different modes of transport. It’s very expensive for government to both run the train network 
and build new train tunnels, whereas running the bus network is relatively cheap (see section 8 for 
more details). If train fares were more expensive than buses, for example, the system could operate 
much more efficiently. Similarly, more could be charged for better service, for example charging a 
higher price for express services relative to those stopping at all stations. 

Car parking 

Lots of people currently drive short distances to park at train stations, and many commuters end up 
missing out on a car space. Transport network pricing could include a cost to park at train stations, 
which would make walking or cycling more attractive for those who live close to the station, and free 
up car spaces for those who really need to drive. 
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HOW WE MANAGE TRANSPORT IN VICTORIA TODAY 

Transport network pricing has potential to help manage demand on Victoria’s transport network, 
reducing congestion and improving travel times. Understanding measures currently used to tackle 
congestion is important to provide a comparison to the opportunities provided by pricing. It’s important 
to note that pricing would be most effective when used in conjunction with the measures below, rather 
than in place of them. Building new roads, for example, will continue to be necessary to meet the 
travel needs of a growing population, but applying a transport price to new roads would ensure the 
travel time benefits of the new road are sustained for longer. 

Demand across Victoria’s transport network is managed in a range of ways, including the provision of 
public transport, building new infrastructure like roads and rail lines, off-peak fares, parking charges 
and road regulations. Building or improving transport infrastructure and services is currently the main 
way of responding to transport demand in Victoria. 

 

Public transport 

Public transport helps to manage demand by providing an alternative to road travel. We estimated that 
at peak times in 2016, Melbourne’s public transport system took around 540,000 vehicles off the road. 

This is possible because the capacity of public transport is more than private car travel. For example, 
the maximum capacity of a tramway with trams arriving every 5 minutes is 2,600 people an hour. For a 
lane of traffic on a freeway, the maximum capacity is 1,900 vehicles an hour travelling in optimal 
conditions (i.e. not during congested peak times). 

 

Building new roads 

Victoria has an extensive network of tollways, freeways, highways, arterials and local roads. A number 
of key new projects that will help accommodate growing demand include:  

 North East Link – this project will connect the Eastern Freeway and the M80 Ring Road.  

 West Gate Tunnel – this project will provide an alternative route from the West Gate Freeway to the 
CBD, including direct links to the Port of Melbourne.  

 Outer Suburban Arterial Roads Program – this program includes a combination of duplication and 
widening works to high-priority arterial roads.  

 

Off-peak fares 

Public transport fares help manage demand by altering the price of public transport at different times 
of the day or on different parts of the network. In Victoria there are two types of fares designed to help 
manage demand:  

 Early bird train travel – introduced in March 2008, early bird train travel provides free travel on 
Melbourne metropolitan train services if passengers touch their myki on and off before 7.15am on a 
weekday. It is estimated to have encouraged between 2,000 and 2,600 passengers per weekday to 
shift from the peak to pre-peak travel period.  

 Peak/off-peak pricing on V/Line – peak fares apply to any myki journey where the customer 
touches off in Zone 1 before 9.00am on weekdays or touches on in Zone 1 between 4.00pm and 
6.00pm on weekdays. All other journeys including travel on public holidays and weekends are 
covered by an off-peak fare; the discount for off-peak travel is 30%. 
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Why can’t we just build our way out of congestion? 

Congestion is a key challenge facing Melbourne and it affects all Victorians – including 
regional Victorians – as it impacts not just motorists and public transport users, but 
businesses and industries too. Congestion frustrates commuters, costs industry money and 
impacts the environment. Current transport modelling shows congestion will get worse in 
Melbourne in the future and by 2030 could cost the Victorian economy $10.2 billion annually. 

One of the most common ways of responding to congestion is to build new roads and rail 
lines, or provide extra train, tram and bus services to add capacity to the transport network. 
The problem with this approach is that additional transport capacity attracts extra demand for 
that capacity. This is known as ‘induced demand’. While the extra capacity initially improves 
travel time, eventually over time that travel time benefit declines as more people travel and 
congestion increases again. This has been the experience in Melbourne, where each new 
major road has eventually become regularly congested during peak hours. This means that 
Victorians don’t get the full benefit of the infrastructure. 

 

Parking charges  

Car parking charges imposed by private companies, local government and the Victorian Government 
increase the cost of travel by car and provide a disincentive to drive. In 2006, the Victorian 
Government introduced a ‘congestion levy’ in the Melbourne CBD, which is a fee for off-street private 
and public car parking spaces. It is intended to reduce traffic congestion in inner Melbourne by 
increasing the cost of driving and therefore encouraging more motorists to regularly use public 
transport. Residential parking, hospital visitor parking, disabled parking and loading bays, as well as 
major family and tourist attractions like Melbourne Zoo are exempt from the levy. The Victorian 
Government pays a lump sum to the City of Melbourne of $7 million from the proceeds of the levy, to 
be spent implementing the council’s transport strategy.  

Analysis shows that the levy has been successful in reducing the number of car parking spaces and, 
in turn, reducing the number of car trips to the CBD. It is estimated to have taken around 3,900 
vehicles off the road in the morning peak period in 2017 compared to 2015. To put this in perspective, 
two lanes of freeway would be needed to accommodate 3,900 vehicles on the road network in the 
peak period, costing approximately $85-105 million per km. 

 

Road regulations 

Government can also influence transport demand through the way it manages the use of Victoria’s 
road network with measures such as road rules, clearways, priority lanes for public transport and 
allocation of reserved freeway lanes for high occupancy vehicles. A range of such measures are in 
place across Melbourne, with a mixture of state and local government jurisdiction. Examples include 
clearways on Bridge Road in Richmond, tram-only lanes throughout the CBD and high occupancy 
vehicle lanes on the Eastern Freeway.  
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THE BENEFITS OF TRANSPORT NETWORK PRICING 

Transport network pricing has the potential to improve the fairness and efficiency of charging for and 
funding transport, as well as helping to reduce congestion. Transport network pricing could also bring 
a range of other benefits, from reduced greenhouse gases to improved road safety. 

 

Fair pricing 

When we talk about fairness we have considered two things; people should pay for the costs of 
providing transport services they use and people should not be disadvantaged due to factors like their 
age, disability or where they live. Transport network pricing would ensure that those who use the 
transport system the most, and at peak times when strain on the network is highest, pay the most. 
Those who don’t travel very often, and who currently pay a high proportion of their weekly travel 
budget in fixed costs like registration, would pay less. 

 

Efficiency benefits 

Transport network pricing could significantly improve the efficiency of the transport system as people 
will be able to decide when and how to travel based on price and time. For instance, thousands of 
people drive short distances to train stations, so a car parking charge at train stations would make 
walking more attractive and ensure there were more car spaces available for people who live too far 
from the station to walk. The current minimum price of $4.40 for a zone 1 public transport trip is also 
not competitive with driving for short trips. Under transport network pricing shorter trips could cost less, 
and people would be more likely to use trams and buses for those trips. This could mean less 
congestion on roads for those who have no alternative to their car.  

 Reduced congestion 

Introducing a different price for travel at peak versus off-peak times could have a significant impact on 
congestion on both Melbourne’s roads and public transport network. The experience of other cities 
around the world (see the appendix for more details) show that this is the case. 

 Flexibility and choice 

With transport network pricing, transport network users have more flexibility to choose the travel option 
that’s best suited to them. If you’re on a tight budget, you can choose to take a cheaper public 
transport option to get to work and save money. Or, if you really need to get somewhere quickly during 
peak times, you can pay extra and save time because the road network is less congested.  

 Funding the right infrastructure 

Transport network pricing could reduce the need for new roads and rail lines that only meet peak 
demand for infrastructure. For example, introducing a higher price for travel on roads during peak 
times could mean fewer people will travel at that time, which means our existing infrastructure can be 
used more efficiently, and building new roads and rail lines could be deferred or not needed at all.  

Other benefits 

 Improved road safety 

Road accidents are closely linked to road use. If people choose cheaper public transport options over 
travelling in their cars, this could lead to less overall road use and a corresponding decrease in road 
trauma.  



 

 
23 

   
Infrastructure Victoria: Community panel background paper 

 Better environmental outcomes 

Greenhouse gas emissions and air pollution are correlated with road use and congestion. Again, if 
people choose cheaper public transport over traveling in their cars, both road use and congestion 
would decrease. This would mean fewer kilometres travelled and cars would be able to travel without 
accelerating and braking as often, which results in lower greenhouse gas emissions and less air 
pollution. 

 Maintain current level of revenue 

Currently the Federal Government collects over $2 billion in revenue from fuel excise from Victorian 
drivers. This number will decrease as electric vehicle sales increase. While there are many ways 
government could recoup this revenue, a pay-as-you-go charge on driving could provide an alternative 
to the revenue currently raised via fuel excise.  

 Prepare for the vehicles of the future 

We could see driverless vehicles emerge on our roads over the next decade, which could 
fundamentally change how we travel. In terms of our transport system, driverless cars could bring 
benefits in terms of efficiency and their ability to ‘talk’ to each other, but could also increase congestion 
in some areas as they can take empty trips (for example driving home to park). A transport network 
pricing system could help manage driverless vehicles across our road network at different times of 
day, and ensure Victorians reap the benefits of new vehicle technologies. 
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7. THINGS TO CONSIDER 
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THINGS TO CONSIDER 

While transport network pricing has the potential to deliver significant benefits, a number of impacts 
also need to be considered. These include:  

 Individual impacts 

Motorists may be concerned that road pricing will make them worse off by charging for a service 
previously perceived as free or by feeling like they are forced to switch to public transport or travel 
less. Motorists may be more concerned if prices were set to raise revenue rather than manage 
demand. 

 Social impacts 

Without compensation, discounts or exemptions, some forms of pricing could disadvantage those on 
lower incomes and those who live in areas without access to public transport. 

 Public transport options  

Public transport may not be available or could become overcrowded if too many people switch from 
driving to taking public transport. 

 Privacy  

Motorists may be concerned about losing their privacy under any road pricing solution that uses GPS 
tracking.  

 Administration and enforcement costs 

Pricing regimes cost individuals and businesses in compliance costs. They also cost taxpayers in 
administering and enforcing the regime. The international experience demonstrates that these costs 
are reduced with improved technology and data management systems. 

 Trust 

It’s important that people trust any change in the way we pay for transport. Things like ensuring prices 
are set in a transparent way and clearly justified will be important. It’s also important that taxpayers 
can see where the revenue is going and that government is reinvesting money back into the transport 
network. 

 ‘Another tax’  

People may feel that a transport network price is just another tax. Changing the way we pay for 
transport provides an opportunity to streamline a range of existing taxes and charges, while making 
the system more fair to those who use it. 
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8. TRADE-OFFS AND 
IMPACTS 
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TRADE-OFFS AND IMPACTS 

When deciding how much to charge to use the transport network, government needs to consider a 
whole range of trade-offs and impacts, including the level of discounts or compensation and whether 
new public transport services or roads might be needed. Ultimately, all of these considerations have 
an impact on revenue, or how much money government needs to collect to fund the system.  

Discounts or exemptions 

An important trade-off to consider is who (if anyone) should receive a discount or an exemption for the 
costs of travel. While transport network pricing may be a fairer way overall for everyone to pay, the 
ability of some groups to pay may be impacted more than others. This could be due to circumstances 
beyond their control, like people living with a disability or mobility impairment, low income households 
or areas, elderly people or students. 

A simple way to address this problem is by allowing some people access to discounts or exemptions. 
Currently discounts are the most widely used mechanism, for example half-price car registration and 
TAC fees, and concession tickets for public transport. Exemptions are also used, such as free public 
transport for seniors on weekends. Other examples could include a cap on how much people need to 
pay per day, or a maximum distance travelled in a set period. However the more discounts or 
exemptions that are provided, the less effective the transport network price will be and the higher the 
likelihood that people who can afford to pay, won’t.  

Some examples of the discount or exemption trade-offs are summarised as follows: 
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These trade-offs show that choosing who has access to discounts or exemptions is really important, 
as is defining those groups. For example, setting a price cap for people who live in regional Victoria 
could be a fair solution for those who can’t afford to pay a high price to travel long distances, but what 
about those who can afford to pay?  

An alternative to providing discounts and exemptions is to pay compensation via a lump sum 
payments. This could take the form of a payment made to certain groups of people at the start of the 
calendar year, but the price of transport is then the same for everyone. This method can be more 
effective than discounts and exemptions, as people still pay the full amount to travel, so take the price 
into account when making transport decisions. 

 

Increased services and infrastructure 

One condition for transport network pricing to be accepted by the Victorian community could be more 
frequent public transport services and/or new roads. This would cost money, which government would 
need to fund somehow. When considering the level of public transport services or roads that should 
be in place alongside transport network pricing, it’s important to consider the costs and the impacts 
this would have on funding, revenue and the associated trade-offs. 

When considering how much additional transport investment is needed it’s important to be aware that 
all three levels of government already spend about $9.3 billion a year on Victorian transport.  

The following are some indicative costs for new types of infrastructure. The costs are taken from the 
averages of similar categories of projects in Melbourne, Victoria and Australia. 
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The table on the following page shows the costs for operating Victoria’s bus, train and tram systems. A 
service kilometre is a bus, train or tram travelling one kilometre on its route. If, for example, you 
wanted to double services, you would need to double service kilometres. To double the amount of 
services for buses the cost would be an additional $800 million per year and for trams, an extra $200 
million per year.  

 

 

On the basis of service kilometres alone, we calculate that it would cost an additional $150-185 million 
per year to run all metropolitan train lines at a minimum frequency of 10 minutes from 6am to 9pm on 
weekdays. It’s important to note that these figures do not include the additional rolling stock (buses, 
trams and trains) and upgrades to train and tram infrastructure (tracks, stations, tunnels, signalling, 
power upgrades, stabling etc.) that would be needed to accommodate these additional services. 

 

Revenue 

How much money or revenue to collect is a key factor that drives where to set the price for using our 
transport system. As we discussed in section 3, Victorians currently pay around $7.5 billion on 
transport related fees and taxes and government spends around $9.3 billion on transport. 

A transport network pricing scheme could be revenue neutral. This means that across the transport 
system Victorians would pay around the same as what they pay under the current system, and 
government would collect around the same amount. That’s just one example of how to set a price for 
transport – government could also decide to charge more to use the transport system and reinvest the 
money in a better level of service, or to charge less and subsidise the transport network using general 
tax revenue, cuts to spending (e.g. police, schools), or reducing its surplus (if there is one). 
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Some examples of the revenue trade-offs are summarised as follows: 

 

These general trade-offs assume that the revenue collected by government for the transport network 
would be spent on transport and not on other areas, like health, education, etc. They also assume that 
if government were to collect less revenue from transport users that it wouldn’t seek to collect that 
money in other way, like by increasing taxes or using funding from other areas, like healthcare or 
education. However, they provide a good indication of the general impacts of collecting more or less 
transport revenue. 

 

OTHER CONSIDERATIONS 

Revenue and discounts or compensation are not the only considerations when it comes to transport 
network pricing. Some other things to consider are detailed below. 

 

 Simplicity of the system 

Any change to how we pay for transport needs to be relatively simple for people to use and 
understand. A highly complex system could also mean administration costs are high, which could 
require more funding. One of our pricing principles (outlined in section 2) states that the system should 
ideally be no more complex than other similar systems in Australia and overseas, which is a good 
benchmark.  

 Timing – when to change how we pay for transport  

In our 30-year infrastructure strategy we recommended introducing transport network pricing within 5 
to 15 years. The advantages of introducing a different way to pay earlier means that the system can 
be fairer and more efficient sooner – but there may be reasons to wait before introducing a different 
way to pay. 
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 Who should oversee the pricing scheme? 

Other industries that rely on essential services infrastructure are overseen by independent regulators 
that are governed by legislation and provide reports to the Victorian Parliament. A good example of 
this is the Essential Services Commission, which regulates our electricity, gas, water and taxi services, 
as well as some other industries. The Essential Services Commission has responsibilities under the 
Essential Services Commission Act 2001, which include developing reports on how markets operate, 
delivering decisions on pricing and taking enforcement actions when required. This type of model 
could be appropriate to oversee a transport network pricing scheme. 
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10. A HYPOTHETICAL 
EXAMPLE OF 
TRANSPORT NETWORK 
PRICING 

 
 
 
 

9. WHAT DO PEOPLE THINK ABOUT 
TRANSPORT NETWORK 
PRICING? 

 
 
 
 



 

 
33 

   
Infrastructure Victoria: Community panel background paper 

27% 

57% 

16% 

A toll on cars entering inner Melbourne 

Support

Oppose

Don’t know 

63% 
21% 

16% 

Introducing peak/off-peak fares on public transport 

Support

Oppose

Don’t know 

WHAT DO PEOPLE THINK ABOUT TRANSPORT NETWORK PRICING? 

Some research on community attitudes to how we pay for transport has already been done, including 
our own work to understand what people think. The results of our work is summarised as follows: 

 Infrastructure Victoria polling – October 2016 

We conducted some polling on community attitudes towards a whole range of infrastructure issues in 
October 2016, including preferred methods of transport, congestion and some possible solutions. We 
asked whether people would support or oppose the introduction of a toll on cars entering inner 
Melbourne, and overall 57% of people said they would oppose, 27% of people said they would support 
and 16% of people didn’t know. 

 

 

 

 

 

 
 
 
 
 

 

 

 

As part of the same polling, we also asked people whether they would support or oppose the 
introduction of peak/off-peak fares on public transport. A total of 63% said they would support, 21% 
said they would oppose and 16% of people didn’t know. 
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 Infrastructure Victoria citizen jury – mid-2016 

To inform the development of our 30-year infrastructure strategy, in 2016 we ran two citizen juries – 
one in metropolitan Melbourne and one in regional Victoria. Citizen juries (or a community panel like 
this one) bring together randomly selected people to deliberate on a problem. We asked the two juries 
(of 60 citizens each) to consider the question: What should we do to meet Victoria’s infrastructure 
needs? Like a court jury, the groups considered evidence and heard from experts before they 
delivered a verdict. 

Following six sessions of intense deliberations, both the metropolitan and regional juries 
recommended introducing transport network pricing as a priority recommendation. The metropolitan 
jury’s final report highlighted that a transport network price would help with the growing demand for 
access to central Melbourne and noted that it could be implemented quickly to achieve benefits, as 
well as allowing for existing infrastructure to be used more efficiently by managing the demand.  

The regional jury’s final report placed introducing transport network pricing in its top 10 priority 
recommendations. The reasons given by the jury included moving towards a ‘user pays’ system, 
particularly during peak times and encouraging public transport use. However the regional jury noted 
that it should only be implemented for high congestion areas at peak times, not across the entire road 
network. 

 Infrastructure Victoria polling – October 2017 

Infrastructure Victoria conducted polling on Melburnians’ attitudes towards road traffic congestion. 
Overall, two-thirds (65%) of peak traffic drivers said that traffic congestion had a negative impact on 
their life.  

We also asked whether drivers would choose to travel on a congested road that took twice as long as 
an alternative road if they were paid. 29% of respondents said they would never choose to drive on 
the congested road, regardless of any payment, whereas around one-third of respondents said they 
would take the congested road if they were paid between $10 and $25. 

In addition to our own work, other research has also been conducted into what people think about 
transport pricing. Some of those results are as follows: 

 Research paper on public acceptance of congestion pricing in Melbourne – October 2014 

A study involving researchers from China and Melbourne’s RMIT was conducted in 2014 to measure 
the public acceptance of urban congestion pricing in Melbourne. Researchers surveyed 180 
Melburnians on their attitudes towards urban congestion pricing and found that the level of support for 
a congestion charging scheme was 42%, versus 38% who did not support a congestion charge and 
20% who were neutral. 

 City of Melbourne community consultation – mid-2018 

The City of Melbourne undertook online community consultation to inform the development of its new 
Transport Strategy for Melbourne in mid-2018. One of the topics they consulted on was transport 
pricing, particularly to address issues such as congestion and growth, driverless cars and fuel excise 
costs. Between 33 and 39 individual responses were received to each question. 

Around one in five comments said a congestion tax could be a viable solution to address the 
Melbourne CBD’s transport issues, but that further research would be required before rolling it out. 

Comments about alternative solutions were made on a range of topics, including improving public 
transport (18% of comments), reducing the number of cars in the CBD and inner city (15%), improving 
congestion (12%) and improving cycling and pedestrian infrastructure (12%). 
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 EastLink Annual Victorian Self-Driving Car Survey – 2018  

In November 2018 EastLink released the results of its Annual Victorian Self-Driving Car Survey, which 
surveyed more than 18,000 Victorian motorists on their attitudes towards driverless cars. They also 
asked a range of questions about community attitudes towards road pricing, including what people 
thought about the fairness or otherwise of the fuel excise. 

Survey respondents were asked whether they think the fuel excise should be replaced by a per-
kilometre road use charge that every vehicle is charged. Of those surveyed, 40% of people responded 
yes, 37% responded no and 23% didn’t know.  

People were also asked whether off-peak trips should cost less than peak trips under a road pricing 
regime and 65% of people responded yes, 21% responded no and 14% didn’t know.  
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WHAT DO THE POLITICIANS AND EXPERTS SAY ABOUT TRANSPORT 
NETWORK PRICING? 

Transport network pricing is a reform that is broadly supported by transport planners and economists 
however it has not yet gained strong political support. When Infrastructure Victoria recommended the 
introduction of a pricing scheme as part of our 30-year infrastructure strategy, both the government 
and the opposition stated they would not support the recommendation. The quotes below provide a 
snapshot of what politicians and others have had to say on transport pricing. 
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The following case studies have been selected to demonstrate existing transport pricing mechanisms 
in practice. Each case study serves to illustrate an aspect of transport network pricing that works 
towards one or more of the pricing principles listed in section 2 of this paper.  

London’s congestion charge serves to operate over a specific area of the city and within the busiest 
times of the week, primarily in a bid to reduce congestion within the city. Stockholm follows a similar 
location-specific principle, with variable pricing depending on the time of day. The Stockholm case 
study also provides insights into the community’s acceptance both before and after experiencing the 
benefits of pricing.  

Oregon’s whole-of-network pricing takes a slightly different approach, changing the way users pay for 
the road network through a ‘user-pays’ system as an alternative to their declining gas tax revenue.  

From a public transport perspective, Sydney’s ticket pricing serves as an effective example of using 
price signals to influence travel behaviour with fares ranging between modes of transport and 
reflecting the distance travelled.  

The Perth train station parking system adds a final piece to the transport network pricing model 
through pricing car parking, which helps manage demand and ensure there are spaces available for 
commuters.
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LOCATION-SPECIFIC ROAD PRICING – LONDON, UK 

BACKGROUND 

Over 8 million people live in the Greater London area, and multiple modes of public transport operate within an extensive 

network in central London. Road congestion in London is the worst in the UK and among the worst in Europe. Prior to the 

introduction of its congestion charge, 12% of trips to central London were by private cars.  

PRICING POLICY AND DESIGN 

London’s congestion charge was introduced to achieve four transport priorities set out in the Mayor’s Transport Strategy: 

 to reduce congestion 

 to facilitate upgrades to existing bus services 

 to improve reliability of private vehicle journeys 

 to improve efficient distribution of goods and services 

London uses an area charging regime known as the charging zone located in a specified area of central London. The 

charging zone operates between 07:00 and 18:00, Monday to Friday. A daily tariff of £11.50 (around A$21) allows motorists 

to enter the charging zone as many times as required.  

USER EXPERIENCE 

The charging zone around the central London area is marked with signs and symbols located along the roadway. Instead of 

tollbooths and barriers, a network of video cameras located at the entry and exit points to the charging zone automatically 

record your Vehicle Registration Number as you drive through. Once your vehicle is listed in Transport for London’s 

database, the relevant charge is issued and payments can be made at retail outlets, payment machines in the area and 

through the post. Recently, payment channels have been enhanced with technology allowing for online, app and direct debit 

options.  

Transport for London also provides discounts for those living within the charging zone as well as disabled permit holders. 

Other discounts and exemptions exist for ultra-low emission vehicles, taxis and motorbikes, aimed at dealing with equity 

concerns (although private hire vehicles and taxis will begin paying the charge in 2019 as numbers have surged, partly due 

to new taxi and ride sharing services). 

RESULTS AND FINDINGS 

 Congestion in London was at about the same level around 2013 as it was in 2003. However, London’s population grew by 

over 1.3 million over this period. Transport for London concludes that congestion would have been far worse if they had 

not introduced the charge. 

 The scheme has contributed to an overall reduction of 11% in vehicle kilometres travelled in Greater London between 

2000 and 2012. 

 Traffic speeds have slowed over this period. This has been attributed to reduced road network capacity due to 

improvements to pedestrian, cycling and public transport networks, which have taken space away from cars. 

 In 2014-15, the cost of running the toll system was about £80.7 million, and the revenue generated was £257.4 million 

(around A$475 million). 
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LOCATION-SPECIFIC ROAD PRICING – STOCKHOLM, SWEDEN 

BACKGROUND 

The City of Stockholm is home to about 900,000 residents with more than 2 million people living in the wider Stockholm 

County. Due to geographical constraints, Stockholm has a limited number of road corridors. Following a trial period, the 

Stockholm Congestion Tax was introduced in 2007 to help reduce congestion. It applies across the entire Stockholm City 

Centre, where about two-thirds of the city’s population live.  

PRICING POLICY AND DESIGN 

 A seven-month trial of the congestion tax ran in 2006, followed by its permanent introduction in 2007. 

 The objectives of the congestion tax were originally to reduce both congestion and air pollution. 

 The charge varies based on time of day from 11 to 35 Swedish Kronor (SEK) (about A$1.70-5.40). A car can be charged 

multiple times if it crosses the control points several times in a day, but there is a daily maximum charge of 105 SEK 

(about A$16) per vehicle. 

 The congestion tax is levied between 6:30am and 6:29pm, Monday to Friday. The highest fees are charged during the 

morning and evening peak periods between 7.30-8.29am and 4.00pm-5.29pm. 

 The charge varies by vehicle type. Cars, trucks and buses under 14 tonnes have to pay the charge but emergency 

vehicles, motorbikes and buses over 14 tonnes can travel for free. 

 There are no exemptions for taxis, and an exemption for environmentally friendly cars was abolished in 2012. As the 

largest proportion of environmentally safe cars were company vehicles, the removal of this exemption does not appear to 

have had an impact on congestion. 

USER EXPERIENCE 

The Stockholm Congestion Tax began as a seven-month trial between January and July 2006. Traffic passing in and out of 

the congestion tax area reduced by about 20% during the trial, which was followed by a referendum where a slim majority of 

residents voted in favour of keeping the congestion charge.  

The congestion tax was permanently introduced in August 2007 with the revenue generated to be invested in roads and 

transport. 

In the day-to-day operation of the charges, a series of control points are located at access roads leading into the congestion 

tax area. Cameras are mounted on gantries above the road that take a photo of your vehicle registration plate as you drive 

through. This picture is then sent to the Swedish Transport Agency where the vehicle and owner is identified.   

Users always know what they are paying at tolling stations via digital screens that display the charge. At the end of each 

month, a payment slip is sent to vehicle owners including the number of charges and the total. Electronic payments are 

common with direct debit options also allowed.  

RESULTS AND FINDINGS 

 The trial reduced overall traffic by about 20%, substantially reduced congestion at peak times and improved the reliability 

of travel times. Analysis of the number of trips across the congestion tax area has shown no signs that the effect of the 

tax is wearing off. In fact, its effectiveness seems to have increased over time.  

 Public transport services increased prior to the implementation of the tax. There were 197 new buses, 16 new bus lines 

and expanded park and ride facilities with 2,800 new facilities and 13,800 new spaces. 

 Prior to the trial, public transport use peaked at 80% of all trips to and from the city centre. During the trial, drivers 

switching from car to public transport increased passengers in the public transit system by around 4-5%.  

 Testing during the trial period concluded that greenhouse gas emissions fell. 

 Initial concerns that the tax would create additional congestion on the outskirts of the zone did not materialise both during 

the trial and since full implementation. 

 Levying charges when both exiting and entering the cordon enables demand to be managed during peak times. 

 Over the course of the trial, public and media attitudes gradually became more positive. The share of positive newspaper 

articles increased from 3% to 42%, while the share of negative articles fell from 39% to 22%. 

 This demonstrates that having a user charge trial can be an effective way to change public perception. 
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WHOLE-OF-NETWORK ROAD PRICING – OREGON, USA 

BACKGROUND 

Oregon is a state in the northwest of the United States with a population of about 4 million. The largest city is Portland, with a 

population of 600,000. A state fuel tax is one of the main sources of revenue for the Oregon Department of Transportation 

which is responsible for a significant amount of road expenditure. In 2001, concerned by the implications for their revenue 

from the increasing fuel efficiency of motor vehicles, and the potential popularity of alternative fuel vehicles, the State 

Government began to explore alternatives to the fuel tax. 

PRICING POLICY AND DESIGN 

Since 2001, the Oregon Department of Transportation has run multiple pilots of the road usage charge concept, all designed 

to test, improve and provide evidence towards a case for implementing a permanent road usage charge scheme.   

This experience allowed for the subsequent launch of the OReGo program in 2015, a road user charge designed to replace 

the revenue raised from the fuel tax. OReGo fundamentally rests upon a ‘user pays’ principle. The program is based on a 

whole-of-network distance-based charge meaning that the more you drive, the more you pay. Participation of up to 5,000 

volunteer vehicles registered in Oregon can opt-in to the program. A road usage charge of 1.5c (USD) per mile applies and is 

paid by vehicle owners. A refund/credit of Oregon state fuel tax originally paid for when refuelling their vehicles is also given 

back to vehicle owners. The scheme does not charge users when travelling on private roads and when travelling in other 

states. 

The Oregon Department of Transportation is now looking at the future of the scheme and considering the necessary 

legislative amendments to eliminate the cap on the number of participants, make the road usage charge mandatory from 

2025 and make further refinements to the OReGO program.   

USER EXPERIENCE 

Volunteers wishing to participate in the OReGO program begin by registering their interest on the official website. The 

program also has strong links with the private sector, acknowledging the advanced devices and value-added services the 

private sector could bring. In this spirit, volunteers are able to choose either a government managed system or a private 

sector managed system. 

Once registration is complete, account managers then send devices to volunteers which are then self-installed in their 

vehicles, collecting and reporting miles driven and fuel consumed by the vehicle.  

After concerns expressed in the pilot about privacy, the program allows users to choose between a range of providers which 

offer different account plans and technological devices. There are low and high tech devices available with various levels of 

complexity. One option does not use GPS to identify location and merely counts the number of miles travelled. 

Depending on the choice of account manager, users may be able to use prepaid wallets with automatic deductions and 

invoicing systems once certain dollar value thresholds are reached.  

RESULTS AND FINDINGS 

 The Oregon Department of Transportation reports that the system works, stating that charging drivers by the mile instead 

of gallon consumed is possible. 

 The result of the trial was a reduction in miles driven, and importantly a reduction in miles at peak hour. 

 The test of congestion pricing in the pilot found reduced miles driven at peak hour. 

 The pilots showed extensive ability to generate revenue. The cost of collection was less than the cost of collecting fuel 

tax. 

 Participants in the pilot schemes found the system easy and convenient and 91% would prefer to pay the mileage fee 

over the gas tax. 
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PUBLIC TRANSPORT PRICING – SYDNEY, AUSTRALIA 

BACKGROUND 

Sydney has an extensive public transport system which includes rail, bus, ferry and light rail and extends right across the city. 

Fares are regularly analysed and partially regulated by the Independent Pricing & Regulatory Tribunal (IPART). Opal is the 

smartcard ticketing system used to pay for travel on Sydney’s public transport network. IPART is able to set the cap on the 

average increase to adult Opal fares that can be charged for all rail, bus, ferry and light rail used in Sydney and surrounds. 

PRICING POLICY AND DESIGN 

Prices vary by mode, product, distance and whether the trip is taken peak or off peak. All trips are priced up to caps by day or 

week. There is no equivalent of a myki pass with unlimited trips for a fixed price by period.  

The main design features of the pricing policy include:  

 Different fares across the four modes, ranked from the most to least expensive: ferry, train, bus and light rail (the last two 

are equal).  

 All fares increase at a decreasing rate by distance. 

 There is a 30% discount for off-peak. (weekends, public holidays and outside of AM and PM peak hours) 

 Concession fares are available for some groups of people including seniors, pensioners, refugees, Centrelink customers, 

tertiary students, apprentices and people with a disability. They are considerably cheaper than adult full fares but differ 

across modes and over time in the same way as adult full fare. 

 There are weekly, daily and Sunday travel caps. Also once eight paid journeys are completed, the rest of your fares for 

that week are half-price. 

There are also some unique features of the regulatory environment in which the pricing policy sits. Apart from IPART setting 

caps on certain fares, IPART can also make recommendations on how the fares are set. “The NSW Government can choose 

whether or not to accept …recommendations on fare structure, but must comply with the … limit on the increase in the 

average adult fare … IPART checks that the fares proposed by the NSW Government do not exceed the maximums 

allowed.” 

USER EXPERIENCE 

As a commuter, the primary method used to pay for public transport fares is the free Opal card, found at an extensive 

network of retailers as well as the ability to order online. Single trip tickets and contactless payment options are also available 

but can be more expensive per trip. Commuters also need to ensure there is enough balance on their Opal card which can 

be topped up either as an automatic link to a credit/debit card or through retailers and service centres.  

The Opal Travel app or online trip planner can work out the best route and likely fare for each trip. Most services will have an 

Opal reader at the entry and exit points. As a general rule, users touch on and off every connecting service using the same 

Opal card which will deduct from the existing balance on the card.  

RESULTS AND FINDINGS 

The working case of Transport for NSW and their public transport pricing model suggests that users are willing to accept a 

public transport pricing system that is quite complex and features incentives to make better use of the network. A case study 

conducted by the Bureau of Statistics and Analytics (Transport for NSW) analysed the case of Auburn Station in Sydney’s 

western suburbs and found rail commuter patronage grew significantly faster following the rollout of the Opal system and 

cheaper off-peak fares. The share of trips between 5am and 6am at Auburn Station grew from 3% in 2014 to 13% in 2016.   

IPART states that “in setting fares, we consider what the most efficient cost in providing the service would be, and also how 

much benefit public transport provides for the overall community in terms of reduced congestion and pollution, before 

determining how much passengers who use the services should pay as fares.” An extensive public consultation process is 

integrated into the review taking into account stakeholder views as well as finding from economic modelling and analysis.  

Examples of IPART recommendations for the 2016-2019 period include: 

 Introducing a $2 rebate for mode switching. 

 Increasing the off-peak discount on trains. 

 Reducing the discount after 8 journeys are taken from 100% to 50%.  
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TRAIN STATION PARKING PRICING – PERTH, AUSTRALIA 

BACKGROUND 

Perth has an extensive metro train network with most stations having car parking. The heavy rail network is operated by 

Transperth which runs more than 1,000 train services on a typical weekday. Transperth operates as part of the Western 

Australian State Government’s Public Transport Authority (PTA) including its fleet of 222 rail cars. 

PRICING POLICY AND DESIGN 

The PTA began its SmartParker system in July 2014, managing around 21,000 parking bays at 51 train stations. To park 

Monday to Friday, a $2 fee applies per 24 hour period. Saturday has no charge. Sunday and public holiday parking also have 

no charge unless vehicles are parked overnight. Accessible car parking permit holders are also exempt from the parking 

charge. 

To prevent misuse of the SmartParker facilities, commuters must also tag on to a bus or train from the station their vehicle is 

parked at on the same day otherwise they will have to complete the trip at a later date and risk waiting up to three days for 

their ticket to begin working on parking machines again. Licence plate recognition software is used for compliance.  

USER EXPERIENCE 

Transperth’s ticketing system uses the SmartRider card to tag on and off for a journey. For a typical weekday commute, 

commuters need to be registered online with a Transperth My Account and have a SmartRider card connected. 

After parking the vehicle at the station, users tag the SmartRider card on the SmartParker machine located near the station 

entrance to pay the parking fee. With the same card, they head towards the train or bus station and simply tag on to the 

service as usual. As the network is all linked using the same card, credit can be easily added at add-value machines, BPAY, 

on board services and at info and retail outlets. Direct debit options also exist and can be eligible for a 20% discount.  

Some stations also have dedicated short-term parking base close to the station entrance for use during peak periods. This 

allows people to drop off and pick up passengers without incurring a $2 fee both in the morning and afternoon peak.  

RESULTS AND FINDINGS 

 88% of parking transactions are now conducted through the SmartParker tag on card system. 

 PTA’s spokesperson David Hynes states that SmartParker collections “help to contribute to providing public transport so 

it’s not too high an impost”. 

 Transport Minister Bill Marmion highlights the significant investment also made by the State Government with 8,900 extra 

parking bays delivered across the network. 

 Prior to implementing the $2 charge, a survey published by the State Government demonstrated the need for action with 

many free station carparks full by 7:30am every morning. Since charges have been introduced, the PTA is reporting fewer 

non-public transport users parking in Transperth carparks. 

 SmartParker demonstrates that it is possible and acceptable to introduce pricing for parking at stations, especially when it 

assists in managing demand for genuine public transport users.  
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