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The need to provide high level of competiveness of national railways at the cargo 
carriage market determines the need in the increase of role of price factors for competi-
tion. However price setting on cargo railway carriage is subject to state regulation that 
is aimed mainly at the restraint of increase of tariff levels that significantly decreases 
opportunity of railways for application of competition price factors. Analysis of recent 
researches and publications shows that not enough attention is paid to the role of state 
regulation of cargo railway tariffs in the provision of competitiveness of national rail-
ways. This has resulted into the aim of this article. Researches, conducted by the au-
thors of the article, prove that today national railways are subjects of international, 
inter-industry and intra-industry competition. However at the market of cargo carriage 
the competition development is impossible without the interaction of state in the devel-
opment of competition environment. Today in the framework of antitrust state policy, 
aimed for decrease of monopolization level, government regulation of price-setting for 
railway cargo carriage is exercised. Analysis of the legislation in force concerning such 
regulation allowes making the conclusion that today it does not provide high level of 
competition of railways at the cargo carriage market. Factors concerning the state reg-
ulation of cargo railway tariffs that negatively influence the competitiveness of the 
national railways at the market of cargo carriage have been revealed and the conclu-
sion has been made on the need to conduct further researches of economically reason-
able expenses of railways in the cargo carriage.       

Keywords: competitiveness of railways, freight transportations, pricing, government 
control of tariffs, economically reasonable charges. 

 
 
 
 
 
 
 
 
 
©  . .,  . ., 2014 

69



 
 
  

   .  «   », 2014. Bun. 30

 , . . ., . 
(   -  ,   

 -   ) 
 , . . . 

(   -     , 
 -   ) 

 
 

      
    

   
 

     -
         -

     . ,   
      , 

 ,  ,     ,  
        -

 .      ,   
       -

     ,   
   .     -

,           
’  ,    .  

        -
     .    -

  ,     -
,       -

  .      
   ,       -

        
.  , ’      

 ,      
     ,    

       -
     . 

 :  ,  , -
,   ,   . 

 
 
 
 
 
 
 
 

 

70



 
 
  

   .  «   », 2014. Bun. 30

 , . . ., . 
(   -    -

-   ) 
 , . . . 

(   -     -
  -   

) 
 
 

     
    

   
 

     -
        -

       .  , 
      -

  ,  ,  ,  -
   ,     
       . -

     ,   -
       -

      , 
     .    -

 ,        -
     , -

   .      -
        

 .       -
 ,     , -

      -
  .    

      ,   
       -

      .  ,  
     , -

       -
    ,       

      -
    . 

 :   ,  , 
,   ,  -

 . 
 

Problem definition. Creation of conditions for further economic growth in Ukraine 
demands efficient operation of national railways making the basis of state’s transport 
complex and that is why necessary resources must be provided for the innovation and 
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investment development. Consequently increase of both own and attracted investments 
resources is more important and this results into the need to provide high level of compet-
itiveness of railways at the railway carriage market, and the tariffs for railway cargo car-
riage is one of the main factors. It is the level of railway cargo tariffs that determines both 
the incomes of railways and attractiveness for the private capital of entrepreneurship con-
cerning the carriage of cargo with the participation of railway transport. Besides at the 
modern stage of economic development activation of competition takes place at the rail-
way carriage market and this demands from the market players to use new price factors in 
the competition. Meanwhile railways cannot use flexible tariffs on cargo carriage as ac-
cording to the legislation in force price setting is subject to state regulation. Practice of 
support to the different branches of economy by restraining the growth of railway cargo 
tariffs. This significantly decreases opportunities of railways in using both price factors of 
competition and in establishing of own investments resources at the account of cargo 
carriage. The mentioned above results into the need of improvement of the methodology 
of state regulation of price-setting on the cargo railway carriage.   

Recent researches and publications analysis. Both Ukrainian and foreign scientists 
paid much attention to the problem of efficient price setting for railway cargo carriage, 
among them: S.Y. Witte, A. Chuprov, I.S. Blyuh, D.I. Zhukovsky, A.F. Lubensky, 
A. Kreynin, A.P. Abramov, D.A. Macheret, I.A. Yelov, L.A. Maso, V.K. Myronenko, 
E.M. Sych, A.V. Shmelev, L.S. Rogacheva, N.V. Makarenko, N.M. Nosova, V. Zapara, 
etc. [1 – 14]. Previous researches allowed making a conclusion on price-setting role in the 
provision of competitiveness of railways at the cargo carriage market at the modern eco-
nomic development stage. Reproductive-optimization paradigm of provision of competi-
tiveness of railways at the cargo carriage market is based at the relevant price-setting on 
cargo carriage and it is necessary to be implemented as it was proved by one of the au-
thors of the article (Chernyi V.V.) in [15]. It is known that price-setting on railway cargo 
carriage is subject to state regulation. Practice of cargo railway tariffs state regulation and 
relevant scientific publications show that the role cargo tariffs state regulation in the pro-
vision of competitiveness of national railways demands more thorough research.   

The aim of this article is to research of role of price-setting state regulation in the 
provision of competitiveness of national railways at cargo carriage market.  

Presentation of main materials of research. Provision of further economic growth in 
the country is impossible without demonopolization of potentially competitive branches 
of national economy and creation of conditions for development of competition. This 
conditions the need of further reformation of railway transport that is now has form of 
joined operation of railway transport of  natural monopoly sector (infrastructure) and 
potentially competitive (field of operation). Financial separation in the process of reform-
ing and adaptation of railways to the market environment of natural monopoly sector 
field of operation promotes creation of objective preconditions for development of com-
petition in the potentially competitive sectors of railway transport. However these pre-
conditions can be used only within competition-aimed transformation of field of railway 
transport operation. In the result of competition-aimed transformation of potentially com-
petitive sector of railway transport there is decreased influence possibilities for the total 
market situation from the part of separate economic operators and weakening of market 
power. Market power is the ability of economic operators to determine or influence sig-
nificantly the conditions of transport service provision, prevent, eliminate, limit competi-
tion, raise the tariffs for carriage and keep them above the level of tariffs that would exist 
in the conditions of significant competition.  
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At the modern level of economic development at cargo railway market national rail-
ways are subjects of:  

– International competition for transit cargo flows and assumption of the largest in-
come, for the best conditions of use of cargo wagons of foreign railway administrations 
and foreign private wagon owners;  

– Inter-sectoral competition (competition between the enterprises of different 
branches of economy for the amount of income) with cargo owners for assumption of the 
largest incomes and with vehicles operating companies for cargo flows and assumption of 
the largest incomes;  

– Intra-industry competition with wagon owners for the volumes of cargo carriage 
and assumption of the largest income (upon the conditions of possibility to carry the car-
go both in the inventory fleet wagons and in own wagons) with wagon owners for the 
assumption of the largest income (upon the use of railway infrastructure only). 

From the other part national railways are partners of the foreign railways, cargo own-
ers, owners of cargo wagons, as without cooperation with this subjects they will not be 
able to implement own potential efficiently regarding the provision of cargo carriage. 
This conditions use of partnership and competitive approach to the cooperation of nation-
al railways with competitors but provision of competitiveness is one of the main factors 
of success at cargo carriage market. Herewith the essence of railways competitiveness at 
the railway cargo is the possibility of long-term provision of the operation of stable finan-
cial results basing at the rational use of own economic resources, efficient cooperation 
with cargo owners, owners of cargo wagons, foreign railways concerning the use of for-
eign wagons, establishment of certain advantages regarding the road transport entities and 
regarding the railways of neighbor countries concerning the transit cargo flows [16] 

Incapability of the market mechanisms to provide development of competition in the 
potentially competitive sectors of economy conditions the need of state’s intrusion into 
the process of competitive environment establishment. Subject of formation and regula-
tion of competitive relations in potentially competitive sectors of economy at the state 
level is Antitrust Committee. Herewith it should be noted that bodies that conduct regula-
tion through the instruments of power, try to use all the efforts for satisfaction of own 
interests first of all and then the interests of society. State regulation is complex of forms 
and methods of purposed influence of state institutions and organizations at the develop-
ment of society production approach, and role of the state in the regulation lies in the 
provision of transition from old-fashioned to the new progressive forms of economic 
relations that are developing according to the objective economic laws.  

In general the aim of regulation lies in establishing the conditions for provision of bal-
ance of society interests. In the framework of efficient regulation it is necessary to set 
such procedure and allocation of competences of economic operators and with its help 
values in the interests of majority of the society increase and production expense of eco-
nomic operators minimize.  

According to the type of use of state influence methods at the competitive relations 
modern scientists determine antitrust state policy and competitive (preventive) policy. 
Antitrust state policy is aimed at the decrease of the level of monopolization and competi-
tive (preventive) is the policy of control, active prevention of the subjects that possess 
monopoly or significant market power. Domination of antitrust state policy is under-
standable, logical for the setting stage of market transformation of the economic systems. 
But in today’s conditions state must reorient its policy and significantly increase the role 
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of preventive measures, make them hey in its regulation activity of competitive relations 
both in the economy of the country and its separate markets.   

Today regulation of price setting at the cargo railway carriage market is conducted 
under the resolution of the Cabinet of Ministers of Ukraine dd. 26 December 1996 No. 
1548 “On the competences of executive power bodies and executive bodies of city coun-
cils on the regulation of prices (tariffs)”. Regulation of prices and tariffs is the component 
of price-setting state policy that should be aimed at the provision of equal economic con-
ditions and impetus for the development of all forms of property, economical independ-
ence of enterprises, balanced production means, goods and services market, counter reac-
tion to the monopoly trends in economy, extension of the scope of use of free prices, etc. 
That being said and according to the resolution of Ministry of Infrastructure mentioned 
above:   

– as approved with the Ministry of Economic Development and Trade of Ukraine and 
Ministry of Finance of Ukraine set tariffs for railway cargo carriage in the borders of 
Ukraine and accompanying services;  

– as approved with Ministry of Economic Development and Trade of Ukraine set tar-
iffs for complex of works concerning the handling of foreign trade and transit cargo in sea 
and river ports (at berths) and charges and payments for services that are rendered by 
foreign going ships in sea ports (at berths) of Ukraine.   

Tariffs rate on cargo railway in the border of Ukraine is determined according:  
– item 3 of resolution of the Cabinet of Ministers of Ukraine dd. 6 May 2000 No. 220-

p, whereunder tariff for cargo railway carriage and discounts to them are set taking into 
account the prime cost of the carriage and absolute weight of transport component in the 
price of carried products;  

– item 6 of the Law of Ukraine on the «Changes into the Law of Ukraine «On rail-
ways transport»; according to this tariffs for railway carriage are settled taking into ac-
count investment component;  

– Part 6 of the article 9 of the Law of Ukraine «On prices and prices setting» specify-
ing that incases under the legislation on the settled (approved) state fixed and regulated 
prices (tariffs) for works (services) the amount of investment component of the tariff shall 
be added to such tariffs;  

– article 10 of the Law of Ukraine «On prices and price setting», whereunder change 
of state fixed and regulated prices and tariffs can be conducted resulting from the changes 
of production conditions and sales of products that do not depend on the economic activi-
ty of the entities;  

– article 9 of the Law of Ukraine «On Natural Monopolies» whereunder regulation of 
activity of the natural monopoly entites (that according to the article 5 of this law include 
use of railway gauges, traffic control services, stations and other infrastructure facilities 
that provide the railway traffic and according to the article 6 domestic and international 
carriage of cargo with railway transport is referred to the  adjacent markets that are regu-
lated according to this law) shall be conducted basing at certain principles, among them – 
provision of self-sufficiency of natural monopoly entites; 

– parts 3, 4 and 5 of the Article 9 of the Law of Ukraine «On Prices and Price 
Settings» whereunder the regulated prices and tariffs for works (services) shall be settled 
in the amount of reasonable expenses for their production. If the executive bodies with 
their decision settle (approve) prices (tariffs) for works (services) in the amount lower 
than the amount of reasonable expenses for their production (provision) than the econom-
ic operator shall have refund for the lost profits in the form of difference between the 
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settled (approved) amount of price (tariff) and the amount of reasonable expenses at the 
account of relevant budget funds. Herewith it is not allowed to set (approve) prices (tar-
iffs) for works (services) in the amount lower than the volume of reasonable expenses for 
their production without defining the sources of refund of relevant difference including at 
the account of expenses state or local budgets.  

Therefore economic regulation of price-setting for the carriage of cargo with railway 
transport in the framework of Ukraine from one part and aimed for prevention of use of 
railway monopoly power in the segment of cargo railway carriage, and from other – 
makes impossible the use of railway market methods of price-setting that are based at the 
proportion between the demand and proposal. Moreover lack of interpretation at the legis-
lation level of the concept “reasonable expenses” makes impossible their definition for 
railway transport. As reasonable expenses today actual expenses are chosen because of 
the deficit of the railways in their own costs were artificially decreased against that are 
necessary  for provision of efficient economic activity. Moreover upon the approval of 
financial plan of Ukrzaliznytsya government authorities try to decrease operational costs 
target figure in order to provide increase of the estimated profit and therefore decrease 
deductions to the state budget. This strengthen negative trends of the lack of finance  of 
economic activity of the railways that leads to further decrease of actual expenses in 
comparison with those necessary for normal provision of economic activity. And accord-
ing to the legislation in force these expenses must be used as basis for the tariff settings 
for the railway cargo carriage. In total this negatively influences formulation of certain 
advantages of the railways at the cargo carriage market and prevent railways to provide 
further increase of competitiveness growth.   

Conclusions. Researches conducted allow making conclusion that today it is neces-
sary to reveal the essence of reasonable expenses of railway transport of Ukraine as cargo 
carriage tariffs depend on them that in their turn influence income generation. The vol-
ume of income from the railway carriage directly influences the level of funding of cur-
rent activity of railway entities, and therefore influences the competitiveness of national 
railways.  
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