
Fare Collection 101:

Fare Policy

APTA Fare Collection Workshop

Houston, Texas

March 16, 2009

Dan Fleishman

TranSystems



Fare Collection 101 ðFare Policy

Fare System Parameters

ÁFare Policy: principles, goals and constraints that guide and restrict a 

transit agency in setting and collecting fares
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ÁFare Structure

ÁPricing Strategy: general approach (e.g., flat fare vs. fare 

differentials)

ÁPayment Options: forms of fare payment (e.g., cash, 

passes, multi-ride tickets, stored value)

ÁTransfer Policy: price and use parameters

ÁPricing Levels: actual fare amounts for each payment option

ÁFare Collection and Technology

ÁType of Collection/Verification: how fares are paid and 

inspected (e.g., barrier, self-service/POP, pay on board)

ÁPayment Media/Technology: type of payment media and 

equipment (e.g., magnetic, smart card)

Fare System Parameters (cont.)
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Importance of Fare Policy

ÁFare policy affects all aspects of transit system

ÁAdministration ïfare changes tend to be publicly scrutinized & debated

ÁFinance ïfares are important source of revenue

ÁCustomer Service -- fare payment is first aspect of transit a customer 

encounters; complexity and ease of access to prepaid options 

important customer service factors

ÁMarketing ïfares affect perception of transit system in the community; 

fare change or new technology need to be marketed effectively, and 

offer key general marketing opportunities 

ÁOperations ïfare structure affects ridership levels and thus amount of 

service needed; fare structure/technology also affect boarding/dwell 

times and thus service reliability

ÁPlanning ïfare structure/technology affect accuracy of fare data
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Role of Fare Policy in Decision-Making

ÁSome agencies have comprehensive fare policy statements; 

these may include:

ÁLong-term goals (e.g., maximize ridership, maximize revenue, 

maximize social equity)

ÁShort-term objectives (e.g., recovery ratio or ridership target)

ÁGuidelines for reviewing/changing fares (e.g., review annually, tie 

fares to inflation)

ÁMore common impetus for fare structure/pricing change: 

response to particular issue or problem (e.g., revenue shortfall)

ÁFew agencies make fare changes on regularly-scheduled basis



Fare Collection 101 ðFare Policy

ÁPolicy-driven: agency makes fare structure changes to 

address specific goals (e.g., simplify, insure equity, increase 

ridership or revenue)

ÁTechnology-driven: agency makes fare structure changes to 

take advantage of new technology (e.g., smart card)

ÁService-driven: agency makes fare structure changes to 

accommodate new mode or service (e.g., LRT, express bus)

Decision-Making  Scenarios
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Fare Policy/Structure Development Process

ÁDefine & prioritize fare policy goals

ÁReview existing fare system
ÁFare policy/structure

ÁFare collection/verification

ÁIdentify fare structure elements
ÁPricing strategy

ÁPayment options

ÁTransfer policy/pricing levels

ÁDevelop alternative fare structure 
scenarios

ÁDevelop fare model and evaluation 
criteria

ÁEvaluate scenarios and develop 
recommendations

Evaluation Criteria Measures/Guidelines Comments

Maintain or increase -1= 0.5% -- 2% decrease from Fare Model

revenue  0= 0.5% decrease -- 0.5% increase

 1= 0.5% -- 2% increase

Maintain or increase -1= 0.5% -- 2% decrease from Fare Model

ridership  0= 0.5% decrease -- 0.5% increase 

 1= 0.5% -- 2% increase

Provide seamless fare-1=no transfers (and no day pass)related to ease of transfer

system  0=no change from current between local and 

 1=free transfers or day pass regional service

Simplify fare structure-1=retention of zones relates to ease of rider

and reduce problems  0=reduced no. of zones use and operation/

associated with fare  1=elimination of zones, no pk/off-pkadministration; "0" if no

structure zones but pk/off-pk

Reduce fare collection-1=lower prepayment discounts  increased prepayment

operating & admin.  0=no change from current results in less cash to

costs  1=increased prepayment discountshandle; relates to pass and

st. value/multi-ride discounts

Maximize public -1=large cash increase  reflects public opposition

acceptability  0=small change in cash fare or acceptance; "1" if small cash

 1=no change in cash fare change and deeper discount;

"-1" if fare > $1.35

Table 1: Evaluation Criteria -- Decision Guidelines
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Define and Prioritize Fare Policy Goals

ÁIdentify goals

ÁCustomer-related (e.g., ridership,       
ease of use, complexity, equity)

ÁFinancial (e.g., revenue, fare           
abuse, fare collection costs)

ÁManagement-related (e.g., data 
collection, modal integration)

ÁPolitical (e.g., political            
acceptability)

ÁPrioritize --need to balance    
competing goals

ÁMaximize ridership vs.                                                                 
maximize revenue

ÁSimplify fare structure vs.                                                                 
insure equity of fare structure

Figure 1: Rating of Fare-Related Goals
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Review Existing Fare System: Fare Policy/Structure

ÁReview existing fare policy and 
structure

ÁObtain staff/stakeholder input

ÁReview ridership/revenue trends

ÁReview revenue needs/fare     
recovery target

ÁReview plans for new modes or 
types of service

ÁIdentify fare structure 
requirements

Á Review peer system practices

ÁCompare practices to those of 
peer regions/agencies

ÁReview industry trends/practices

FIgure 2: Monthly Pass Prices and Breakeven Levels
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Review Existing Fare System: Fare Collection/Verification

ÁIdentify existing type of collection

ÁPay on boarding 

ÁBarrier

ÁSelf-service/barrier-free (proof-of-payment)

ÁConductor

ÁIdentify plans for introduction of new fare     

technology/equipment (e.g., electronic payment)

ÁType of collection and technology affects fare structure decisions

ÁIdentify fare structure limitations

ÁIdentify opportunities for new pay options


