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SECTOR INFORMATION 

 
With 21,600 km of rail tracks, Ukraine ranks 2nd in the CIS 

and 6th in Europe (excl. Russia), though its rail density is 2-3 
times smaller than in the EU.  
 

 4 of 10 pan-European transport corridors cross Ukraine. 
The domestic rail network forms a key link between the EU 
and Russia and Central Asia.  
 

 Ukraine is the largest market in Europe (excl. Russia) and 
second largest in the CIS in terms of rail freight turnover.  
 

 The country ranks 2nd in the CIS and 4th in Europe in terms 
of passenger transportation. Some 47% of Ukraine’s rail 
tracks are electrified, compared to 51% in Russia, 47% in 
China, 29% in India and 16% in Belarus.  
 

 Ukraine operates a large railcar fleet totaling almost 75,000 
freight and 5,300 passenger cars (3,160 passenger cars are 
currently operating), powered by over 4,000 locomotives 
(50% diesel and 50% electric).  
 

State-owned rail monopoly Ukrzaliznytsia (UZ) operates 6 
state regional railway companies and close to 140 other 
subsidiaries with around 350,000 employees. 

 Map of main railway hubs in Ukraine  

REFORM TARGET 
 
 Develop a feasible program for financing renovation of railway 

infrastructure and rolling stock. 
 

Simplify the freight tariff system (e.g. using cost-plus method). 
 

 Foster competition with private freight operators. 
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GENERAL INFORMATION 
 

 State-owned rail monopoly Ukrzaliznytsia (UZ) operates 6 
state regional railway companies and close to 140 other 
subsidiaries with around 350,000 employees.  
 

 The domestic rail network is a strategic asset and a key 
transport link for Ukraine between the EU and Russia and 
Central Asia (4 out of 10 pan-European transport corridors cross 
Ukraine).  
 

 UZ operates 21,600 km of rail tracks (47 % electrified) and a 
fleet of 4,000 locomotives and 123,000 railcars. It accounts for 
c. 63 % of total freight transportation and 34 % of passenger 
transportation in Ukraine, ranking first in Europe (ex-Russia) on 
freight turnover.  
 

 UZ provides second highest turnover by passenger 
transportation in the CIS and #4 in Europe. Metal and mining 
goods accounted for 58 % of its 2014 freight transportation in 
volume terms, followed by construction materials (15 %) and 
grain (8 %).  
 

With over 350,000 employees, UZ is one of the largest 
employers in Ukraine. The Government plans to corporatize UZ 
this year but does not have any immediate plans for 
privatization. 

REFORM TARGET 
 
Complete incorporation, centralize and streamline the legal 

structure (especially regional subsidiaries) and consolidate cash 
flows; continue with management overhaul. 
 

 Improve transparency of procurement tenders. 
 

 Develop a feasible program for financing renovation of rail 
infrastructure and rolling stock in view of the latter’s wear rates 
of 80-90 % and the average service life of operating electric 
locomotives of up to 40 years. 
 

 Optimize costs, including through divestment of noncore 
assets such as, for example, UZ’s more than 90 hospitals and 
human resource reform. 
 

 Simplify the freight tariff system (e.g. using cost-plus method). 
 

 Foster competition with private freight operators. 
 

 Work on a debt management strategy. 
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OPERATING SUMMARY FOR 2014 AND 2013 
 

 Domestic economic weakness and the military conflict in the 
East caused a decline in freight and passenger transportation in 
2014. 
 

 The freight volumes decreased from 224 to 211 billion ton-km 
and the passenger volumes from 49 to 37 billon passenger-km 
in 2014 compared to 2013. 
 

 Some increase in tariffs (in UAH) compensated decrease in 
volumes, and nominal sales of 2014 remained almost at the 
level of 2013 (around UAH 50 bn).  
 

Freight revenue comprise around 80% of the company’s 
revenue with passengers account for 20%. 
 

 Following almost 3 times devaluation of Ukrainian currency in 
2014 (from 8 to 24 UAH/USD), the company reported heavy 
losses due to revaluation of debt denominated in foreign 
currency (75% of the company’s debt is nominated in USD and 
EUR). 

UZ Major financial figures 
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Source: Ukzaliznytsia 
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CURRENT SITUATION 
 

 High depreciation of railcars and locomotives (about 90%) 
accompanied with the rapid decline in their total amount. 

 Average age of railcars and locomotives is far above their 
normative threshold (see table below). Appx. 40-60% are still used 
after normative age expiration.  

 In 3 years more than 85% of current rolling stock will be in 
violation with international technical requirements, and could be 
suspended. 

$2bn  
Required level of 
investments 

2 years Timeline 

40,000 New railcars 

10 New electric locomotives 

EXPECTED RESULTS 
 

 Boosting economy and creating new jobs: majority of work can be 
performed by local producers (Azovmash, Kryukov, 
Dneprovagonmash, Interpipe, etc.). 

 Decreasing transportation risks, safer railway infrastructure 

 Increasing railway productivity. 

INVESTMENT PROJECT 
 

 Replace around 40,000 railcars and 10 electric locomotives with 
new ones produced locally. 

 The size of investments is assessed at $2bn with the timeline of 
replacement of around 2 years. 

Source: World Bank 
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GENERAL INFORMATION 
 

 Ukraine operates a sizable rolling stock consisting of almost 
200,000 freight cars, 5,300 passenger cars (3,160 operating) 
and over 4,000 locomotives (split equally between diesel 
and electric vehicles). According to the Ministry of 
Infrastructure estimates, the fleet’s wear rates range from 80 
to 90%.  
The main railcar and locomotive producers of Ukraine are: 
• Kryukiv Car http://www.kvsz.com  
• Azovmash http://www.azovmash.com  
• Dniprovahonmash http://dvmash.biz/  
Railcar producers were able to preserve production of 

freight cars at minimum levels from a project to modernize 
metro cars and the purchase of a speed train for state rail 
monopoly Ukrzaliznytsia. 
Although many Ukrainian railcar and locomotive producers 

are already privatized, the industry remains of significant 
importance for the state. Rail monopoly Ukrzaliznytsia is a 
key customer of the railcar and locomotive manufacturers. 
 
 

Figure of average monthly  railcar output dynamic in Ukraine v.s. Russia 

Figure of quarterly railcar output dynamic in Ukraine by main producers  

Source: State of Statistic Service of Ukraine 

REFORM TARGET 
 
 Facilitate Joint-Ventures  of Ukrainian railcar and locomotive 

producers with US private companies. 
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