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Abstract  The paper examines the specific features of fare-setting in suburban passenger railway transportation. It analyses the issues related to the financial losses incurred in passenger services, the functioning of the zonal fare system, and prospects for its reform. European approaches to financing public service obligations (PSO) are also considered, along with the possibilities of implementing these mechanisms in Ukraine.
Кеуwords  suburban passenger railway transportation, zonal fares, fare-setting, public service obligations, PSO mechanism, European integration.
Research Statement
Suburban passenger railway transportation is an important component of Ukraine's transport system, ensuring the daily mobility of the population and providing transport connections between cities and their surrounding settlements [1]. Suburban passenger transportation meets the population's mobility needs, including travel for employment, education, access to healthcare services, and personal and household purposes. Railway transport plays an important role in facilitating such mobility. Owing to its high transport capacity and relatively low fares, it makes a significant contribution to passenger transport services. This highlights the need to maintain the affordability of railway transportation for different passenger groups, particularly through the development of a socially equitable fare policy [2].
One of the key challenges facing suburban railway services is the significant gap between passenger fare revenues and the actual costs of providing these services. The low level of fares, resulting from the socially oriented nature of suburban transportation, is insufficient to fully cover operating costs, leading to persistent financial losses. Under these circumstances, identifying funding sources for suburban railway services and improving mechanisms for compensating the railway operator for the costs incurred become particularly important [3,4].
The issue has become even more relevant in light of changes in approaches to fare-setting in Ukraine's suburban railway services, particularly the revision of the zonal fare system, adjustments to the parameters of fare zones, and changes in the methods used to determine ticket prices. These changes are considered not only in terms of improving the railway operator's financial performance but also with regard to their impact on transport accessibility for the population and the quality of services provided.
At the same time, Ukraine's European integration policy envisages the gradual alignment of the national railway transport system with European approaches to the organisation and financing of passenger services. The introduction of the Public Service Obligation (PSO) mechanism is of particular importance. This mechanism provides for the conclusion of relevant public service contracts and the compensation of the railway operator for the costs incurred in fulfilling the specified obligations. Another important area of reform is ensuring transparency in financial flows and gradually eliminating the dependence of passenger transportation on the financial performance of freight operations. A separate aspect of the European integration process involves harmonizing Ukraine's regulatory framework with the relevant requirements and standards of the European Union.
The aim of this study is to analyze the existing fare-setting system in suburban passenger railway transportation, identify the main challenges associated with its operation, and substantiate directions for improving fare regulation and financing mechanisms in line with European approaches.
Study Results
Studies [4,5] examine the economic efficiency and financial performance of suburban railway services. These studies focus on the dynamics and distribution of passenger flows, the specific features of rolling stock and railway infrastructure utilization, as well as the quality of services provided and the level of passenger service in relation to passengers' needs. This makes it possible to assess the economic factors contributing to the financial losses incurred by suburban passenger railway services and to identify further areas for improving the quality of service.
Scientific papers [6,7] present a comparative analysis of the efficiency of railway and road transport in providing suburban passenger services. Based on their findings, the authors highlight the advantages of railway transport on long-distance routes, as well as its benefits under peak-demand conditions, when large numbers of passengers need to be transported simultaneously.
At the same time, European approaches to financing passenger railway transportation are examined in scientific publications addressing the functioning of the railway services market, competition between railway operators, and the application of Public Service Obligation (PSO) mechanisms [8]. Particular importance is attached to determining the scope of socially necessary passenger services, establishing procedures for selecting railway operators, and compensating for the costs associated with fulfilling the relevant public service obligations.
Thus, existing scientific research addresses various aspects of fare-setting, economic efficiency, and the organization of suburban passenger railway transportation. However, further investigation is required into the relationship between fare policy and financing mechanisms for public passenger services, particularly in the context of Ukraine's gradual transition towards European principles of railway transport organization. This highlights the need for a comprehensive examination of the zonal fare system, the financial model of suburban railway operations, and the prospects for implementing the PSO mechanism.
[bookmark: _GoBack]The fare-setting system for suburban passenger railway transportation in Ukraine is characterized by the application of a zonal approach to determining ticket prices. This approach involves dividing railway sections into fare zones according to travel distance, with a corresponding fare established for each zone. An example of the distribution of fare zones is presented in Table 1.
Based on Table 1, it can be noted that the current fare system comprises a relatively large number of fare zones, with fares increasing progressively. Furthermore, the fare for journeys of up to 30 km is UAH 20, which is lower than the cost of a single journey on public urban transport. To improve the fare-setting system for suburban railway services, the introduction of a new six-zone fare model is envisaged by the end of 2026. This model is based on consolidating fare zones according to travel distance and increasing the minimum fare. The distribution of the proposed fare zones is presented in Table 2 [9].



Table 1
Distribution of Fare Zones in Suburban Railway Transport: Applicable Fares from May 2025 to September 2026
	Fare zone
(distance, km)
	Full-fare ticket price, UAH
	Fare zone
(distance, km)
	Full-fare ticket price, UAH
	Fare zone
(distance, km)
	Full-fare ticket price, UAH
	Fare zone
(distance, km)
	Full-fare ticket price, UAH

	1-5
	20.00
	51-60
	35.00
	111-120
	65.00
	171-180
	100.00

	6-10
	20.00
	61-70
	40.00
	121-130
	75.00
	181-190
	105.00

	11-20
	20.00
	71-80
	45.00
	131-140
	78.00
	191-200
	110.00

	21-30
	20.00
	81-90
	55.00
	141-150
	82.00
	201-230
	115.00

	31-40
	30.00
	91-100
	57.00
	151-160
	86.00
	231-260
	120.00

	41-50
	30.00
	101-110
	60.00
	161-170
	95.00
	261-290
	140.00



Table 2
Structure of suburban railway fare zones after consolidation
	Fare zone
(distance, km)
	Full-fare ticket price, UAH
	Fare zone
(distance, km)
	Full-fare ticket price, UAH
	Fare zone
(distance, km)
	Full-fare ticket price, UAH

	up to 50
	30.00
	91-130
	75.00
	171-250
	115.00

	51-90
	55.00
	131-170
	95.00
	over 250
	150.00


Improving the fare-setting system for suburban railway services, particularly through the revision of fare zones and fare levels, represents an important step towards enhancing the economic viability of passenger transportation. However, fare adjustments alone cannot serve as the only instrument for ensuring the financial sustainability of the railway operator. Equally important is the identification of additional funding sources and the development of public support mechanisms in accordance with the provisions of Directive 2012/34/EU [10] and Regulation (EC) No 1370/2007 [11]. In particular, an analysis of European experience, including that of the Republic of Poland, the Slovak Republic, the Czech Republic, Hungary, Sweden, Estonia, and other countries, demonstrates the relevance of applying the Public Service Obligation (PSO) mechanism as a tool for ensuring stable financing of passenger transportation and the provision of transport services on routes that are commercially unviable but have significant social importance. The application of this mechanism makes it possible to combine the social affordability of transport services with compensation for the railway operator's economically justified costs, while also ensuring transparency and the targeted use of public funds. An important prerequisite for the effective implementation of the PSO mechanism is also the systematic monitoring of passenger flows, which makes it possible to assess actual demand for transportation, optimize the route network and train timetables, determine the required volume of transport services and budgetary compensation, as well as monitor compliance with the terms of PSO contracts.
Consequently, the improvement of fare policy should be considered in conjunction with the reform of the financing system for suburban railway transportation based on the European PSO model, while also taking into account Ukraine's integration into the single European transport network and the harmonization of its regulatory framework.


Conclusion
Fare policy in Ukraine's suburban passenger railway sector is currently undergoing a process of comprehensive improvement, involving a revision of fare-setting approaches, the establishment of a transparent mechanism for compensating socially important passenger services, and the reform of their financing system based on the European PSO model. The future development of this sector is linked to the harmonization of national legislation with European Union regulations, the introduction of effective public service contracting mechanisms, and ensuring the affordability and appropriate quality of transport services for the population.
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