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1. Introduction

Due to the negative events in the social and political system of the country, the logistics market
of Ukraine, as well as the whole country, is going through hard times. However, many market experts
believe that the Ukrainian logistics has significant potential and will soon come out of the crisis phase.
The main factor is the “favorable” geostrategic position of Ukraine. The study was conducted using the
indicators of the whole territory of Ukraine except for the specific zones (specific zones — ATO and
Crimea, since 2010 the recalculation of the Ministry of Statistics of Ukraine).

2. The purpose of the study

Bescribe the structure of the market of transport logistics services in Ukraine, identify the main
segments of the market and determine the key market players in individual segments.

3. Strategic position and features of the economy of Ukraine

Ukraine has an advantageous geographical and geopolitical position, being located at the
crossroads of the most important directions of the world trade and short transport routes in the
Eurasian region. A number of international transport corridors with a total length of more than 5,000
km pass through the country.

New strategic prospects are created between Ukraine and the EU, and, at the same time, there is
a need for significant investments for the integration of the national transport system into the trans-
European space.

By the length of the transport corridors, Ukraine is the largest European country with a large
transit potential.

The transport network of Ukraine consists of:

22 thousand km of railway lines;

170 thousand km of motor roads;

2,2 thousand km of navigable waterways;

13 seaports, 4 fishing ports and 11 river terminals;

21 airports (2 - state property, 14 - municipal property, 5 - other forms of property).

The implementation of the Transport Strategy for the period until 2020 will allow creating
favorable conditions for ensuring the investment attractiveness of the transport industry, developing
public and private partnership, attracting investors to improve the state of Ukraine's transport
infrastructure (Ministry of Infrastructure of Ukraine, 2017).

The priority areas for investment in the basic sectors of Ukraine's infrastructure:

Railway sector:

—creation of a network of interconnected logistics centers and multi-modal terminals in the
largest transport hubs and checkpoints across the state border of Ukraine and EU countries;

-purchase of freight cars and operation of the freight rolling stock.

Motor road sector:

- construction of new motor roads on concession terms and the mechanism of public and private
partnership;

—-development, implementation and application of the national transport model in the planning
and realization of the transport infrastructure development strategy;

-management of motor roads on the basis of geoinformation technologies.

Marine and river transport sectors:

—construction of new and deepening of existing waterways and water areas of seaports for the
unimpeded passage of large deadweight vessels;

—construction and use of river berths, locks, dredging operations;

-modernization and creation of port infrastructure facilities on the basis of long-term lease
contracts, concession, public and private partnership, joint activity contracts and other investment
contracts;
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—creation and implementation of energy saving technologies on the sea transport, introduction
of installations for manufacturing alternative types of fuel;

—-navigation support for shipping on inland waterways and operational technological
communications.

Aviation sector:

—development of the system of existing airports, runways at the aerodromes and their
infrastructure;

-transfer of ownership and usage rights of airport property to concession;

-renewal of the aircraft fleet.

The leaders among investors in Ukraine's economy are: Cyprus, Germany, the Netherlands.

The index of investment attractiveness of Ukraine has grown compared to the last year. This was
reported by the Communications Department of the European Business Association, which conducted
another survey among top managers of its member companies and learned about the sentiments of
foreign and domestic investors in 2016. So, the Index of investment attractiveness was 2.88 points out
of 5 possible. This is 0.31 points greater than in the previous year. Moreover, the Index almost
approached the neutral plane and became the highest for the last 4 years (EuroRating. Rating agency,
2016; Karpenko, Kovalchuk, Vovk, Hyryla, & Shevchuk, 2016; Popovych, Shyriaieva, & Selivanova,
2016).

The active change of Ukraine's geopolitical course towards Europe should facilitate the
establishment of economic ties and access to Western capital.

The investment policy of the state can be aimed at creating the conditions for the active
development of the following areas of investing in the real sector of the economy:

—-energy saving technologies and alternative energy;

-raw materials companies of Ukraine associated with the extraction and primary processing of
natural resources;

-enterprises of the agroindustrial complex;

—enterprises of the transport industry;

-new technological and IT projects;

-real estate sector, where today sales are carried out with a large discount.

4. Structure of the Transport Logistics Market in Ukraine

The market of transport and logistics services is an important component of the Ukrainian
economy. It is logistics that is responsible for the optimal delivery of products from the producer to
the consumer, and without the functioning of logistics structures, any activity becomes practically
impossible.

Using the inductive approach, we will analyze the dynamics of development of each segment of
the transport and logistics market in Ukraine and summarize it by establishing the share of income
from this type of activity in the country's total gross domestic income.

In recent years, the official statistics (State Service of Statistics of Ukraine, 2017) has been
keeping track of the transport market in the following sectors: transport (road, rail, water, air and
pipeline); storage facilities; courier and postal activities. Since this analysis is focused on freight
transportation, the primary task for the authors was to identify the share of transport services in the
country's gross product. In addition, the research does not take into account some specific modes of
transport, such as pipelines.

Thus, the study provides an analysis of the dynamics and development of the following sectors
of the transport services market (Figure 1).
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Fig. 1. Structure of the market of transport and logistics services in 2016

As can be seen from the chart, most of the volume of freight transportation falls on the land
transport - 97%, and the remaining 3% are distributed between water and air transport. To identify
the development trend of the transport logistics market, the authors have analyzed statistics for 10
years.
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Fig. 2. Dynamics of the volume of freight traffic for 10 years

Based on the graphical analysis, it is possible to note the phase of decreasing the trend in the
volumes of freight transportation in recent years. This was affected by several factors: economic crisis;
destabilization of the political situation; loss of domestic and foreign markets.

Since the transport market in Ukraine is not sufficiently developed to allow the full European
integration at this stage of its innovative potential, we can talk about the closeness and specificity of
this market. For the transport market of Ukraine, the small cycles of development of this industry are
specific.
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That is, this industry undergoes “peaks” and “falls” every 3 to 5 years, but if the representatives
managers of this industry would suddenly want to realize global goals and compete with European
companies, they could shift into a long period of stagnation.

Therefore, in order to form competitive advantages, it is necessary to pay proper attention to
internal reserves, which are inherent not only in the transport industry, but also in the entire social
and economic system of Ukraine.

First of all, let's have a look at the structure of modes of transport in Ukraine's freight traffic (see
Figure 3). The characteristic feature of the freight transportation market is the prevalence of the road
transport. And for the last five years, its share has increased by almost 4% in the overall structure of
freight traffic. However, in 2016, the structural shares of the rail and water transport increased, which
had a negligible impact on the volume of road freight transportation.
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Fig. 3. Dynamics of changes in the structure of freight traffic by mode of transport for 10
years

It can be seen from the histograms that the road and rail modes of transport are the most stable
in dynamics and have large shares in the structure. It would be natural to assume that these two
modes of transport “dictate” the rules in the logistics market. Therefore, it is worthwhile to consider
the statistics on these “subsegments” in more detail.

Over the last 10 years, the level of domestic investments in the transport industry has decreased
2 times to 7% of the total level of investments in the economy. However, the level of financing road
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transportation has remained at the same level of 0.5-0.7% (UAH 1,400.00-1,600.00 mln) of the total
investment in the entire economy.

Based on the official statistics, the main funds (capital) of the transport industry of Ukraine are
worn out by more than 90%. However, for the road transport, this indicator is not so deplorable -
about 60%, but still, to enter the international market, the level of 40% of the vehicle renewing is
evidently not sufficient. The greatest accumulation of domestic investment in road transport can be
observed in Kyiv (20%), Dnipropetrovsk (15%) and Poltava (12%) regions.

5. Road Freight Transportation Market

About 160 thousand people are employed in the road transport industry with an average salary
across Ukraine of UAH 3,000.00-3,500.00. Of course, this indicator is highly averaged, since the data is
official and collected through all regions. The salaries of specialists in Kyiv range from UAH 8,000 to
12,000, and the salaries of middle managers - from UAH 4,500 to 8,000. Currently, the road transport
system of Ukraine comprises of more than 9.2 million vehicles, including: 6.9 million cars; = 250
thousand buses; = 1.3 million trucks and more than 840 thousand units of motorcycle transport.

As a whole, at present, almost 56.2 thousand carriers perform entrepreneurial activity in the
market of commercial transportation, and in their activity they use more than 154 thousand vehicles.

In 2016, 1,096.13 million tons of cargo were transported by road, which is 7.4% more than in
2015 (Figure 4).
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Fig. 4. Dynamics of key indicators for the road freight transportation
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In 2016, both indicators changed the trend to positive. And the increase in growth rate of the
freight turnover indicates that not only the transport industry, but also a large part of the social and
economic system of Ukraine, has undergone the “revival”,

Thus, in 2016, the volume of the domestic market of road transportation was 1,096.13 million
tons or 56.34 billion tkm. If we consider these indicators in terms of regions, then the leaders are the
same as for the investment: Dnipropetrovsk (28.51%) and Poltava (15.5%) regions. Almost 2% of the
total volume of transportation falls on Kyiv.

The average indicator of the cost of domestic freight transportation for 5 years is at the level of
USD 10-11.4 per ton, and at the official rate of 2016 the price should be UAH 300.96. Accordingly, the
market capacity for road freight transportation was to be UAH 329,890.89 million. This situation
indicates a lack of transparency in pricing policy in the segment of road freight transportation.

6. Rail Freight Transportation Market
Two-thirds of the Ukrainian railway lines specialize in the transportation of goods and are

equipped with modern control tools and systems for centralized traffic control and automatic block
signalling.

Table 1. Key Performance Indicators for the Segment of Rail Freight Transportation

Statistical indicator Value

Operational length of the main | 21,640.4 km (74% - continuous welded rails), electrified lines -

lines 9,878 km (45%), track gauge - 1,520 mm

Number of railway stations 1,447 units

Number of railway complexes 118 units (Among them: 18 - out-of-class, 9 - first class, 34 -
second class, 57 - third class)

Number of halt points and | 2,268 units

platforms

Number of railway crossings 5,422 units (Including those equipped with automatic crossing
signalling - 4,168, including crossings with a duty officer - 1,497,
of which 1,468 are equipped with automatic crossing signalling)

Freight car fleet 111,100 units

Diesel locomotive fleet 2,447 units

Electric locomotive fleet 1,547 units

Inventory fleet of commuter | 547 sections of electric trains (in particular, 14 sections of rail

trains buses), of which 340 are in operation

Inventory fleet of diesel trains 528 sections (of which 247 are in operation)

Number of employees 310,000 people

Average monthly salary UAH 3,540

Freight for 2016 344.1 million tons

Resource: Ministry of Infrastructure of Ukraine, 2016.

Unfortunately, the characteristic features of the current state of activity of the rail transport in
Ukraine are the critical level of the financial position and the practically worn-out rolling stock and
material and technical base (about 90%). The majority of the traction rolling stock of the Ukrainian
railways was built according to the technical requirements of the 60s of the last century and its
normative service life has mainly almost run out. The planned volume of investments is more than
UAH 3 billion and there is a hope that all this money will not sink in the abyss of improvements in
passenger transportation.

It can be noted that the volumes of freight transportation by this type of transport continue to
fall, while the rate of falling of the freight turnover is gradually slowing down. That is, in 2016, the
level of decrease in volumes of transportation was less by 3.18% compared to the same indicator in
2015.

This suggests the possible beginning of a positive trend in the field of rail freight transportation,
however, the overall position of the social and economic system is not stable yet. The volume of the
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freight transportation market in physical terms as of 2016 amounted to 344.1 million tons, which is
1.69% less than the same indicator in 2015 (Figure 5).
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Fig. 5. Dynamics of Absolute and Relative Values of the Freight Turnover and Volumes of
Freight Transportation for the Rail Transport

By the regional structure, two leading railways can be marked out: Prydniprovska Railways
(31%) and Donetsk Railways (39%), however, as for the latter, after 2013, there have been serious
rates of decline in transportation volumes, which are associated not only with the general trend of
decline, but also with the structural changes in the territorial division (see Figure 6).

Regional Structure of the Rail Freight Transportation

H Donetsk Railways
M Lviv Railways
i Odessa Railways

H Cisdnieper
Railways

M Southwestern
Railways

i Southern Railways

Fig. 6. Regional Structure of the Rail Freight Transportation

To determine the capacity of the domestic market for the rail freight transportation, we use the
tariff catalog of the JSC “Ukrzaliznytsia”. Since the tariff scale is very extensive, and there is a number
of nuances for the tariff correction in each individual case, it is proposed to take the basic tariff for the
transportation of goods by a universal car with a payload of 20 tons at a transportation distance of 100
km. Such tariff is USD 8.51 per 1 ton of cargo, therefore the capacity of the domestic freight rail
transportation market in 2016 amounted to UAH 72,025.38 million.
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Let's summarize calculations for the land transport. Considering the structures, the authors
found that 97% of transport and logistics services fall on the land transport. It was logical to choose
this segment as the basis for determining the main trends in the development of the market of
transport and logistics services in Ukraine. Carrying out the analysis of volumes of freight
transportation and price indicators, the capacity of segments in money terms for road and rail
transportation was revealed. In aggregate, this indicator amounted to UAH 401,916.27 million.
According to the Ministry of Finance of Ukraine (Ministry of Finance of Ukraine, 2017) in 2016, the
nominal GDP amounted to UAH 2,383,182 million. Based on the figures provided, the share of freight
transportation by land transport amounted to 16.87% of GDP. In the future, the authors plan to
publish the next part of the studies, in which the analysis of the water and air modes of transport, as
well as the related services of the transport industry, will be carried out according to the above
method. Since this method of analysis is still in development, the authors of the study reserve the right
to make changes in subsequent publications.

7. Conclusion

In the course of the study, the authors described the structure of the transport and logistics
market in Ukraine. Large segments of this market were identified, including road and rail freight
transportation, which in turn served as a justification for the hypothesis of a fundamental influence on
the trends of the logistics market in Ukraine. Analysis of natural and cost indicators made it possible to
determine the capacity of freight transportation by land transport and establish its share in the
nominal GDP of the country.
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