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FEATURES OF STRUCTURAL 
TRANSFORMATION 
OF RAILWAY TRANSPORT BASED 
ON THE PRINCIPLES 
OF MARKETING MANAGEMENT

Charkina Tetyana1, 

Zadoya Vyacheslav2

Annotation. It is established that despite the critical importance of railway trans-
port for the national economy and society, in recent years the railway company has 
been in a state of deep crisis. It is revealed that the gradual aging and extremely un-
satisfactory technical condition of the railway infrastructure and rolling stock level the 
ability of the railway company to carry out high-quality and safe railway transportation, 
lead to a gradual loss of customers and the share of railway transport in the market of 
transport and logistics services, destabilizing the company’s work and reducing the op-
portunities for its financial and economic recovery and innovative and technical revival. 
It is proved that in order to ensure innovative growth and competitiveness of railway 
transport in the market of transport and logistics services, it is necessary to activate the 
processes of its structural transformation by applying modern effective tools for imple-
menting innovative changes at the enterprise. The processes of reforming the railway 
industry are investigated and the planned reformation changes and deadlines for their 
implementation do not correspond to the actual pace of implementation of structur-
al transformations in railway transport. The expediency of structural transformation 
of railway transport based on the principles of marketing management as a proactive 
enterprise management style is proved, which ensures the formation and expansion 
of dynamic competitive advantages, taking into account internal and external chang-
es in the operating environment by managing communications with potential market 
participants to create a competitive advantage, in particular personnel, partners and 
consumers. The key aspects of the structural transformation of railway transport based 

1 Charkina Tetyana, Doctor of Economics, professor, Head of the Department of 
Economics and Management of the Ukrainian State University of Science and Technology, 
Dnipro city. Ukraine, ORCID ID: 0000-0001-6202-0910.
2 Zadoya Vyacheslav, PhD of Economics, Associate Professor of the Department 
of Economics and Management, of the Ukrainian State University of Science and 
Technology, ORCID ID: 0000-0001-9408-4978
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on the principles of marketing management are revealed. It is indicated that the for-
mation of a marketing management system for railway transport should be carried out 
in several stages: the first stage is to analyze, evaluate and monitor the marketing en-
vironment; the second stage is to develop a marketing management system; the third 
stage is to ensure monitoring and adjustment of the marketing management system.

Key words: railway transport, systemic crisis, structural transformation, mar-
keting management, communications management.

Formulation of the problem. In such a difficult time for the country, railway trans-
port became one of the first to protect the interests of society and the lives of the 
population. Since the beginning of the war, JSC “Ukrzaliznytsia” has transported al-
most 4 million people and more than 100,000 tons of humanitarian cargo with free 
evacuation trains. Railway transport also plays an important role in supporting the 
stable operation of Ukrainian enterprises by serving the needs of cargo transporta-
tion and the relocation of their production facilities.

However, despite the critical importance of railway transport for the national 
economy and society, the railway company has been in a state of deep crisis in recent 
years. Gradual aging and the extremely unsatisfactory technical condition of the rail-
way infrastructure and rolling stock reduce the railway company’s ability to provide 
high-quality and safe railway transport, leading to a gradual loss of customers and 
the share of railway transport in the market of transport and logistics services, desta-
bilizing the company’s work and reducing the opportunities for its financial economic 
improvement and innovative and technical revival.

In such conditions, in order to restore lost transportation and throughput capaci-
ty, ensure innovative growth and competitiveness of railway transport in the market 
of transport and logistics services, it is advisable to activate the processes of its struc-
tural transformation by applying modern effective tools for implementing innovative 
changes at the enterprise.

Analysis of recent research and publications. Domestic scientists pay active at-
tention to the study of the problems of railway transport development. The expedi-
ency of implementing reformation changes is emphasized by a wide range of scien-
tists, including: O. Pshinko, Yu. Barash, V. Dykan, H. Eitutis, Yu. Yelagin, N. Kalycheva, 
M. Korin, L. Marceniuk, V. Ovchinnikova, M. Oklander, I. Tokmakova, T. Charkina et al. 
[1–11]. In particular, a team of scientists led by O. Pshinko has detailed the issue of 
managing freight cars of operating companies in the context of the reforming railway 
transport in Ukraine [1]. V. Dykan and O. Yelagina analyze the peculiarities of reform-
ing the national transport system, including railway transport [3]. Y. Barash and T. 
Charkina studied the models of railway transport reform in Europe [2]. The issue 
of reforming railway transport is thoroughly discussed in the scientific works of H. 
Eitutis. In particular, in the scientific publication [4], scientists proposed the restruc-
turing of railways based on the branch and regional management model. In turn, cer-
tain marketing aspects of railway transport reform are disclosed in the monographic 
work of M. Oklander and I. Zharska [9]. However, paying tribute to the theoretical 
and practical value of the research of these scientists, it is necessary to point out the 
need to study the pace and effectiveness of reform processes in the railway industry, 
to determine the directions of the structural transformation of railway transport and 
effective tools for the activation of reformation changes.
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Setting objectives. The purpose of the article is to study the effectiveness 
of the implementation of reform transformations in the railway industry and to 
determine the priority directions and effective tools of the structural transfor-
mation of railway transport in the aspect of implementing a customer-oriented 
policy by global transport and logistics companies.

Presenting main material. Statistical and analytical reporting on the activities of 
the railway company indicates high wear and tear of rolling stock and railway infra-
structure, a low level of digital equipment of the main assets of railway transport, the 
deterioration of the quality of railway transport, and, as a result, the gradual loss of 
customers and the share of railway transport in the market of transport and logistics 
services, the deterioration of the financial performance of the railway company and 
other problems, which hinder the stable functioning of railway transport and limit its 
opportunities for innovative growth in the long term.

The audit conducted by the Accounting Chamber testifies to ineffective manage-
ment of state assets, as well as improper use and disposal of state-owned objects. In 
particular, the audit established that the causes of almost 12 billion UAH in losses of 
Ukrzaliznytsia in 2020 were: non-fulfillment of the revenue plan from freight trans-
portation – more than 11 billion UAH; planned unreasonable indicators of income 
from the sale of non-core assets – more than 7 billion UAH; non-adjustment of the 
company’s actual expenses to the received income and diversion of funds for loan 
servicing expenses –  more than 3 billion UAH; an increase in costs due to the growth 
of exchange rate differences is more than 5 billion UAH. In addition, 417 million UAH 
is directed to the payment of fines and financial sanctions (for the execution of court 
decisions); another almost 1 million UAH were spent on the maintenance of objects 
of unfinished construction [12].

The existence of a number of systemic problems in the railway industry is con-
firmed by the audit conducted by the Temporary Investigative Commission of the 
Verkhovna Rada, the results of which reflect the state of a deep systemic crisis in the 
industry and indicate that the key reasons for this state of affairs are the influence of 
financial and industrial groups and, as a result, lack of independence in decision-mak-
ing by bodies management of the company, the corruption of the management bod-
ies of the joint-stock company and the lack of effective control by law enforcement 
agencies. In turn, the suspension of reforms in the industry, non-fulfillment of presi-
dential decrees, government acts and the Association Agreement between Ukraine 
and the EU led to the centralization of processes and inefficient management of the 
company’s structure [13].

However, despite the importance of implementing reformation changes, their 
practical implementation dragged on for many years. In particular, the starting point 
is the approval in 2006 of the Concept of the State Program for the Reform of Railway 
Transport, the main provisions of which later became the basis of the State Target 
Program for the Reform of Railway Transport for 2010–2015, adopted in December 
2009. Despite the importance of the timely implementation of such a program, al-
ready in October 2011, changes were made to its content and the implementation 
period was extended until 2019. The specified program planned to reform the rail-
way industry in three stages: 1) 2010–2012 – formation of the legislative basis, cre-
ation of a company, implementation of the mechanism for distribution of financial 
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flows by types of economic activity; 2) 2013–2015 – formation of vertically integrat-
ed production and technological system of railway transport, improvement of tariff 
policy and provision of free pricing in competitive market sectors, creation of orga-
nizational and legal conditions for the functioning of private operating companies of 
passenger transportation, etc.; 3) 2016–2019 – elimination of cross-subsidization of 
passenger transportation, formation of local railways owning infrastructure facilities 
and rolling stock, development of a network of logistics complexes, warehouse and 
distribution terminals, etc. [14].

Real changes in the direction of reforming the railway industry began in Feb-
ruary 2012 with the adoption of the Law of Ukraine “On the peculiarities of the 
formation of a joint-stock company of public railway transport”, which deter-
mined the legal, economic and organizational principles for the implementation 
of the reform of corporate management of the railway industry [15]. The legisla-
tive changes carried out during this period also related to the separation of the 
functions of the state and the economic management of the railway industry 
[16]. In June 2014, the process of formation of PJSC “Ukrzaliznytsia”, inventory 
and assessment of enterprise property, approval of partnership status, etc. was 
started. Subsequently, the assets of six railways and about 40 enterprises were 
merged into PJSC “Ukrzaliznytsia”, which began operating in December 2015.

The urgent need to accelerate reformation changes in the railway industry and 
to define strategic initiatives for its development determined the expediency of de-
veloping the Strategic Plan for the Development of Railway Transport for the period 
until 2020, taking into account the requirement to define options for strategies for 
changing the business model of Ukrainian railways, taking into account the need to 
attract significant investments in the restoration of infrastructure and rolling stock, 
as well as the integration of Ukrainian railways with EU railway systems [17].

After the implementation of the mentioned legislative changes, already in the 
second half of 2016, there was a plan to create a cargo transportation operator UZ 
Cargo. This and other initiatives were reflected in the Development Strategy of PJSC 
“Ukrzaliznytsia” for 2017–2021 presented in May 2017, which was primarily intend-
ed to stimulate the implementation of the target business model of the company’s 
development, based on five business verticals: freight transportation and logistics, 
passenger transportation, infrastructure, traction services, production and service. 
In particular, in the cargo sector, in addition to the traditional ones, it is planned to 
create separate companies of terminal services, forwarding and contact logistics, in-
termodal transportation, as well as a company that will deal with transportation out-
side Ukraine. In the passenger sector, in addition to the Passenger Company and the 
Ukrainian High-Speed Railway Company, six regional companies for suburban trans-
portation and a station company are planned to be created in 2018. The strategy also 
provided for the creation of a separate traction rolling stock operator company [18]. 
The implementation of such an initiative was supposed to contribute to the growth of 
the company’s share of the transportation market, increase its profitability, increase 
the speed of cargo delivery and passenger transportation, and generally improve the 
quality of customer service, increase wages and social security of employees.

Despite the fact that five years are needed for the full implementation of the de-
fined strategy, already in April 2019, the board of JSC “Ukrzaliznytsia” developed the 
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Railway Transport Development Strategy for the period 2019–2023. In terms of stra-
tegic goals and objectives, many experts pointed out the similarity of the respective 
strategic documents and, accordingly, a tendency to further delay the implementa-
tion of the reformation changes was noted, since no significant steps in the direction 
of the implementation of the reforms took place.

In order to speed up the processes of reforming the industry, at the end of 2019, 
the Plan of measures for reforming railway transport was adopted, which clearly 
defines the list of tasks, the structures responsible for their implementation, and 
the deadlines for the implementation of the relevant measures. According to the 
specified document, the reform process should be completed by the end of 2023, 
which will result in an effectively functioning competitive railway company and an 
open competitive market of railway transportation. However, to date, most of the 
tasks remain unfulfilled and to this day the legislative basis for the implementa-
tion of reform processes has not been created, the procedures for the interaction 
of verticals in the field of organization of transportation, repair and maintenance 
of traction rolling stock have not been developed, and the centralization of the 
functions of the infrastructure vertical: the management of tracks and structures; 
electrification and power supply industries; automation and telecommunications 
industries; traffic management, etc. have not been carried out [12]. Tasks due to 
expire at the end of 2022 are currently under threat of non-fulfillment. In particu-
lar, legal entities of cargo and passenger carriers and railway infrastructure opera-
tors, as well as wagon repair and locomotive repair companies were to be formed. 

In this sense, it should be noted that in January 2021, the Ministry of Infra-
structure of Ukraine announced the start of the implementation of structural 
reforms in railway transport by approving the new organizational structure of 
the company in accordance with European directives and creating the transpor-
tation operator “UZ Cargo” and the infrastructure operator “UZ Infra”. However, 
already at the beginning of February 2021, the implementation of the reform 
was suspended by the Supervisory Board of the joint-stock company.

Taking into account the importance of the integration of domestic railway 
transport into the European transport system, it should be pointed out the lack of 
progress in terms of the association of railway transport with the EU. In October 
2022, in accordance with the Association Agreement with the EU, a set of mea-
sures to reform railway transport aimed at separating the functions of infrastruc-
ture management and transportation should be fully implemented, in particular, 
the organizational and financial separation of the infrastructure operator and the 
carrier within the company, the creation of wagon companies, development and 
approval of a plan of measures to eliminate cross-subsidization, etc. However, as 
of the end of 2021, it was not possible to implement any of the measures planned 
in this direction.

The reform of railway transport acquires special significance in the aspect of 
the post-war reconstruction of Ukraine. Acting as a key element of the transport 
system and a powerful driver of the growth of the Ukrainian economy, railway 
transport will contribute to the generation of revenues for the budget, the creation 
of new jobs, the improvement of export sales of products by domestic enterprises, 
the qualitative satisfaction of society’s mobility needs, etc. In view of the above, 



61THE DETERMINANTS OF
CONTEMPORARY LAW AND ORDER

it is appropriate to determine the directions of the structural transformation of 
railway transport on the basis of marketing management as a proactive style of 
enterprise management, which ensures the formation and increase of dynamic 
competitive advantages taking into account internal and external changes in the 
operating environment (Fig. 1).

Fig. 1. Features of the structural transformation of railway transport 
on the basis of marketing management (developed by: V. Zadoya)
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It is possible to implement the above mentioned by actively influencing the 
process of railway communication management with potential market partici-
pants to create a competitive advantage, in particular, personnel (corporate level 
of marketing management), partners (partnership) and consumers (consumer).

The formation of the railway transport marketing management system should 
be carried out in several stages:

the first stage is to carry out analysis, evaluation and monitoring of the market-
ing environment, which includes: marketing research of the market of transport and 
logistics services; analysis of the marketing environment of the functioning of rail-
way transport; market research of corporate and individual consumers; determin-
ing the volume of prospective demand for rail transport services; segmentation of 
the rail transport services market; research of the railway company’s position on the 
Ukrainian and global market of transport and logistics services; research of consumer 
needs and demand forecasting for related services of railway transport, etc.;

the second stage is the development of the marketing management system, 
which includes: the formation of the organizational structure of marketing man-
agement of railway transport; development of innovative products and services 
for customers; review of the railway pricing policy and establishment of justified 
tariffs; planning and forecasting of marketing relationships with stakeholders; 
development of models of interaction of the railway company with partners, 
consumers and other stakeholders of innovative projects; development of ef-
fective tools and technologies for the promotion of railway transport services; 
the formation of cross-functional project teams creating innovative products and 
services; testing consumer values of innovative products and services, etc.;

the third stage is ensuring monitoring and adjustment of the marketing man-
agement system, which includes: research on the experience of consumers of 
railway transport services; control over the implementation of measures defined 
by the marketing management plan; coordination of the actions of units involved 
in the implementation of marketing tasks; operational adjustment of the rail-
way transport marketing management system; review of directions and tools for 
managing communications with stakeholders; stimulation of participants in mar-
keting relationships; formation of digital platforms for monitoring and control of 
the rail transport marketing management system, etc.

Regarding the directions of structural transformation of railway transport 
on the basis of marketing management, first of all, attention should be paid to 
the optimization of activities and business processes of the railway company, 
which will create a basis for the successful implementation of important trans-
formational changes. In this direction, the organizational and financial separa-
tion of the infrastructure operator and carriers should be implemented, a new 
model of the organization of passenger transportation should be introduced 
with the aim of ending the practice of cross-subsidization with freight trans-
portation, the investment component of the tariff should be separated, the 
process of setting the tariff for infrastructure services and the further use of 
these funds exclusively for maintenance and repair of infrastructure facilities, 
improve the management of railway station complexes by transforming them 
into modern trans tailor HUBs, etc.
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The format of the railway company’s relations with customers also needs sig-
nificant changes through comprehensive customer orientation, maximum satisfac-
tion of existing and anticipation of new needs, creation of value for the consumer. 
Since the participants of the market of transport and logistics services evaluate 
the work of the transport monopolist extremely negatively (61% are convinced 
that the company’s activities are “negative” or “extremely negative”, and only 15% 
evaluate the efforts of the state carrier as “good” [19]) it is extremely necessary 
to return lost customers and win the loyalty of new customers. In this direction, it 
is necessary to implement effective measures aimed at quality management and 
customer satisfaction of the railway company, in particular by concluding long-
term contracts with customers, which provide for the provision of high-quality 
comprehensive logistics services to the last one, ensuring the diversification of ser-
vice sales channels and displaying information for customers, forming and observ-
ing standards cleanliness in carriages, stations and platforms, etc.

It is impossible to ensure a change in the attitude of customers towards the 
railway company and their return to the use of railway transport services without 
an appropriate level of investment in the renewal of rolling stock and railway 
infrastructure. Many years of underinvestment in the industry led to the estab-
lishment of a significant number of speed restrictions or even bans on traffic on 
certain sections of the railway network. At the same time, it should be noted that 
limited financial resources did not allow Ukraine to modernize the main railway 
corridors in accordance with EU standards and, accordingly, take advantage of 
the potential for increasing transit transportation.

The railway company’s communication system with partners also needs revi-
sion. In the direction of forming a business image and developing a strategic part-
nership with stakeholders, it is necessary to: form strategic relations with partners 
based on trust and transparency of business processes, develop stakeholder maps, 
form a code of ethics, ensure co-financing of innovative projects and the imple-
mentation of social and environmental projects shared with partners, etc.

In turn, it is possible to ensure the social development of the railway company, 
manage the motivation and involvement of personnel by developing a personnel strat-
egy and a professional code of ethics, forming social packages taking into account the 
needs and values of the personnel; compliance with standards of conditions and labor 
protection, implementation of housing and youth policy programs, formation of pro-
grams for professional growth, adaptation and motivation of personnel, etc.

It is the implementation of the structural transformation of railway transport 
on the basis of marketing management that will allow the railway company to 
achieve the intended goals of increasing demand for railway transport services, 
increasing profits and improving the financial and economic situation, ensuring 
innovative growth and competitiveness of railway transport in the market of 
transport and logistics services.

Conclusions. In order to ensure the innovative growth and competitiveness 
of railway transport in the market of transport and logistics services, it is neces-
sary to activate the processes of its structural transformation through the use of 
modern effective tools for implementing innovative changes at the enterprise. 
The processes of reforming the railway industry were studied and the incon-
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sistency of the planned reform changes and the terms of their implementation 
with the actual pace of implementation of structural transformations in railway 
transport was established. The expediency of the structural transformation of 
railway transport on the basis of marketing management as a proactive style of 
enterprise management, which ensures the formation and growth of dynam-
ic competitive advantages taking into account internal and external changes in 
the operating environment by managing communications with stakeholders, has 
been proven. The key aspects of the structural transformation of railway trans-
port on the basis of marketing management are disclosed.
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