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The article is devoted to the study of operating conditions of Ukrainian water transport enterprises and the identifica-
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Target setting. Balanced development of the modern transport system of the country is im-
possible without the development of inland water transport. Support of this type of transport is
given much attention in the EU, due to its positive impact on improving the environment and
reducing the load on highways. The EU has adopted the Marco Polo II Program, the Naiades Ac-
tion Plan and the Plan of the Platinum program implementation. As a result of their implementa-
tion by 2030, road transport should refocus 30 percent of international and long-distance freight
traffic, primarily on internal water transport, as well as rail transport in the EU. It is expected that
by 2030, the share of river transport in goods delivery within the EU will be 15 %. Taking into
consideration Ukraine's orientation towards European integration, all of these trends will increase
in the domestic economy. Therefore, there is an urgent need to study existing problems of the
inland waterways industry in Ukraine and outline its promising areas of development.

Uninvestigated parts of general issue defining. To the analysis of economic develop-
ment of water transport enterprises, a number of works by domestic authors is devoted, name-
ly: Vernygora R., Bonyar S. M., Grytsenko S. P., Gurzhiy N., Okorokov A., Tsuprov and oth-
ers. In their studies, problems of development of domestic inland water transport are clarified
and mechanisms and models of its effective reforming are proposed. Partly the study of river
transport was carried out in the framework of scientific works devoted to identification of in-
terconnections between different types of transport and mechanisms development for their
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effecient mutual functioning. The most famous researchers of this area are Grytsyik Ye., Vo-
loshenko A., Sadlovska 1., Martsenyuk L. However, the issue of further development of in-
land water transport enterprises remains relevant, especially given existing problems of their
functioning and prospects of integration into the European transport system.

Purpose of the article. In connection with the above, the purpose of the study is to identify,
analyze and classify the problems of functioning of inland water transport enterprises of Ukraine
and outlining strategic directions of its development in the conditions of European integration.

Statement of the main material. Research of economic conditions of enterprises func-
tioning of inland water transport of Ukraine showed, that overwhelming majority of them
constantly meet with a number of problems and restrictions, which have a negative impact on
economic outcomes. The whole continuum of reasons, which causes them, can be condition-
ally divided into three blocks — these are natural problems; problems of economic nature and
legislative-regulatory nature.

Among the problems, which constrain inland transport development, natural constraints
have the least significant negative impact. Unfavorable natural conditions of enterprises oper-
ation of inland water transport include: 1) availability of winter break in navigation
(1,5-4 months); 2) a significant fluctuation in water state, in particular, in summer in steppe
strip; 3) frequent river turns and silting (especially in forest and black earth
zone);4) shallowness of estuaries; 5) a small number of rivers in the same direction; 6) pres-
ence of rapids on the main river artery — the river Dipro.

However, not listed factors are the main reasons for low competitiveness of river transport
in Ukraine. The problem lies primarily in high cost of river transport, which, for example, by
grain transportation are 30 % higher than in the EU and 40% higher than in the USA [1].

The reason for this situation is that the total cost of transportation, except for direct material
and operational costs, includes a number of mandatory payments and fees, which should by paid
by enterprises of river transport. So, today, a carrier for goods transportation by river must pay:

— canal toll;

— drawbridge fee;

— pilotage fee;

— tonnage tax and port-duty;

— gateway charges;

— payment for water use;

— various one-time permissions.

The total amount of these fees depends on the type and size of the vessel and is about
1.9-2.0 USD per ton of cargo. Pilotage fee and port-duty fees make even more expensive tons
of cargo for 4.0-4.5 USD. The most expedient part is obtaining one-time permits, depending
on the type and ownership of the vessel; they can make 300-500 USD [2].

Most representatives of business and experts consider a problem to be a mandatory monopoly
pilotage fee. Pilotage feep — it is the duty of the captain established by the state to take on board a
pilot from a state enterprise, which gives «recommendationsy to the ship driver. It can make up to
$ 20 thousand per run or up to $ 7 per ton for a vessel with a capacity of up to 3 thousand tons.

According to the calculations made by LLC «Hermes-Trading», when transporting
cereals, additional charges, including pilotage fee, make up almost 60 % of the freight cost. If
additional charges are cancelled, the cost of transportation may decrease to $ 10-12 per ton,
which will allow competing with transportation by rail [3].

In addition, the negative impact on the river transport development is affected by the im-
balance between the fees rates for coastal and overseas voyages, which reduces the interest in
sending small consignments (up to 6-7 thousand tons per vessel) for immediate export. At
present, it is extremely important to reduce the difference in the fees rates for coastal and
overseas voyages. Similar changes in regulatory policy could contribute to increasing over-
seas transportations and, therefore, stimulate the export of agricultural products by river
routes at the cost of lowering the primary cost and expenditures on of logistics.
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As a result, transport by inland water transport costs more than transportation by rail or
motor transport. Under such conditions, it is more profitable to carry, mainly bulk cargo:
scrap metal, ore, sand and other raw materials.

Consequently, unreasonably high levels of fees, their number and compulsory nature (e.g.,
pilotage fee) create unfavorable conditions for expanding existing carriers and make inappro-
priate the emergence of new inland waterways.

In Europe, when shipping goods by water transport, ship-owners do not pay to the budget,
and the towed fleet is not subject to excise duty. If in the USA the excise duty is 70 dollars /
ton, then in Ukraine - 139 euros / t. Argumentation of port duties is also debatable. For exam-
ple, only for the run from Mykolaiv to Ochakiv (44 nautical miles), the cost for services pay-
ing is about 4.85 dollars / t. [4; 5]. According to experts from the World Bank, the economi-
cally justified amount of port duties in Mykolaiv should not exceed 1.85 dollars. In
economically developed countries of the world, it has long been realized that only by devel-
oping river transport it is possible to remove loads from highways and thus save on road re-
pairs. Therefore, while by river transport in Ukraine only 0.2 % of the total volume of domes-
tic freight traffic is transported, as opposed to European countries, where this indicator is
significantly higher (Fig. 1).
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Fig. 1. Dynamics of freight traffic by inland water transport in the EU countries
for the period of 2008-2016 (thousands tons)

Source: [6].

As a result of the situation described above, in the domestic river transport, there is almost
a complete replacement of freight flows by rail and road transport. This imbalance is also aid-
ed by low railway tariffs and the lack of control over allowable loads for road freight
transport. The consequence is a chronic problem with the state of roads, the wear of a railroad
fleet, the constant need for state subsidies, and the loss of river transport capacity as cheaper
and more environmentally friendly. In addition, it should be noted that with the use of road
transport, despite its convenience and possibility of small consignments transportation, high
cost of transportation is also a significant disadvantage. Regarding railway logistics, it also
has a number of problems, in particular rolling stock shortage, its unsatisfactory technical
condition, gradual increase of tariffs. All this negatively affects the activities of business enti-
ties, making untimely or disadvantageous fulfillment of the obligations undertaken to deliver
products under foreign economic agreements and agreements with domestic businesspersons.
Therefore, there is a need to find alternative ways of transportation.

Thus, reorientation from road and rail transport to the river transport today is one of the
most important tasks for the transport industry of Ukraine. As European and world practice
shows, such goods as grain, sand, stone, ore, containers, etc., are much more profitable to
transport along the river. In the United States, for example, there are active transports by Mis-
sissippi, in the EU; the rivers that are actively used are Rhine and Danube.
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An important problem hampering the development of river transport in Ukraine is an out-
dated material and technical base, low level of mechanization of transshipment operations,
considerable physical and moral depreciation of river vessels, and small share of packed
goods in total. Almost all Ukrainian river transport is subsidiary and focuses on large batches
of goods, mainly construction materials, grain, etc. These factors adversely affect the com-
petitiveness of inland water transport.

The number of technically and morally obsolete vessels is about 81.9 %. As part of the fleet,
the largest share of outdated vehicles is cargo and passenger (97.1 %), cargo bulk (89.5 %), bulk
carrier (84.4 %) [7]. River-sea transport vessels, which today are considered most effective for
cargo transportation, mainly belong to the well-known shipping companies: ASK “Ukrrichflot”;
PJSC «Ukrainian Danube shipping company» (PJSC «UDSCy), which has the status of a national
carrier; KDM Shipping Public Ltd (Cyprus) — the holding company of the shipping operator
«Metropolitan Shipping Company» Ltd. (Kyiv), which carries out cargo and passenger transporta-
tion in domestic direction and abroad, which are the main types of their activities, as well as LLC
JSC «NIBULONy, which carries out transportation of agricultural goods by own company's ves-
sels (coastal and international transportations). In 2012, the company exported more than 10 % of
Ukrainian grain, carrying out transportation in the amount of 3.5 million tons [8].

In order for the rivers to be navigable, it is necessary to do a deeping of bed. For more
than last twenty-five years, the length of shipping routes has decreased from 4005 km to 1600
km due to gradual silting and rubbing. The river Desna has ceased to be used for shipping
traffic. Necessary depths between Pripyat and Dnieper are not supported. Southern Bug in
Mykolaiv region washed with a depth of 2.9 meters to 1.65 meters. The biggest problem for
carriage is a ride near Kamyanske on the Dnipro River due to the presence of underwater
rocks between the cities of Kamyanske and Dnipro. For the period of 1990-2016, the length
of the river navigable public transport routes decreased by 1.9 times. In recent years, the qual-
ity of roads has started to improve somewhat because of dredging works on Dnipro, Southern
Bug and Danube. Financing of works was carried out at the expense of LLC JSC
«NIBULONY. Dredging works carried out in 2009 in the Danube Delta led to an increase for
47 % of ships passage [1]. Despite certain positive trends, as described above, the need for
intensification of dredging works remains.

There are problems in organizing logistics for water transportation. The vast majority of
infrastructure facilities, including 12 ports, are abandoned and obsolete. The problem is the
use of gateways because they are in critical condition because of significant wear and tear.
Some of the locks are already almost 70 years old. Specialists warn that if you leave them in
the current state, then there is a high probability of an industrial disaster. A similar situation is
with the river ports that were built during the Soviet period. The structure of most ports and
stations does not meet international standards, and their capacity is used only by 10 %.

Despite the abandoned state of the river infrastructure of Ukraine, however, internal water-
ways can potentially become transport arteries for transportation, primarily agricultural products
and construction materials. Taking into consideration the cost of logistics services and routes
that are available, new opportunities for transportation of agricultural products are opened.

It should be noted that Ukraine has an opportunity to enter Rhine-Main-Danube navigable
canals and deliver goods by inland water transport practically throughout Europe through an
extensive system of inland waterways and mouth ports of Amsterdam, Rotterdam, Antwerp,
Constanta. In addition, for Ukraine, waters of Oder-Vistula-Pripyat-Dnipro and Western
Dvina-Pripyat-Dnipro are promising. Crossing Poland, Belarus and Ukraine, the E-40 water-
way connects the ports of Gdansk and Kherson. However, at present the land between War-
saw and Brest is not suitable for shipping traffic.

In November 2015, representatives of the Ministry of Infrastructure of Ukraine participat-
ed in the 2nd session of the Commission on the development of the E-40 water transport con-
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nection at the Dnipro-Vistla site. Restoration of river trade will increase annual turnover up to
4 million tons, as well as create logistic centers from which cargo will be able to go to Europe
and Asia. A similar perspective is extremely relevant for Ukraine, which has lost a number of
markets over the past two years. Studies have shown that, given state assistance and attraction
of sufficient investments, the specified trunk may become an alternative to existing transport
routes, which will promote the development of competition in the transport market, increase
the level of transport of shippers, in particular domestic agricultural producers, and the diver-
sification of risks at the transportation stage.

Odessa region is also promising for revitalization of river shipping. It has a number of ad-
vantages:

— within Odessa region there are several major rivers where shipping is carried out;

— the region has the most attractive part of the Danube River, which connects Ukraine
with the EU member states in Central and Western Europe, as well as with the Balkans;

— Isakcha-Orlovka ferry service is being built, which is extremely important foe success-
ful shipping.

Legal basis for cooperation in the field of ferry transport between Ukraine and Romania
was signed in 2014, when the Cabinet of Ministers of Ukraine adopted the Order «On approv-
al of the Agreement (in the form of an exchange of notes) between the Cabinet of Ministers of
Ukraine and the Government of Romania on the opening of an international border crossing
point through the Ukrainian-Romanian state border for ferry, passenger and freight connec-
tions between the settlements Orlovka (Ukraine) - Isakcha (Romania)» [9].

Specialists believe that the formation of this transport corridor will increase the annual ca-
pacity of up to 200 thousand cars, 50 thousand trucks and tourist buses. In case of successful
completion of the ferry service construction between Ukraine and Romania, savings over time
will be 10-12 hours, and in length - 200 km of run [10].

All of these areas can be developed in close partnership with EU member states as well as
with financial and advisory assistance from EU leaders.

At present, Ukraine has virtually no legislative framework regulating annual transportation
and port infrastructure operations. The only modern legal act at the level of law, regulating the
functioning of river ports, is the Law of Ukraine «On Transport». In this sphere, the «Charter of
inland water transport of the USSR» of 1963 and some modern by-laws [11] are still used.

There is a separate block of problems concerning the movement of inland waterways of ves-
sels under foreign flags. In order for a foreign vessel to be able to navigate inland waterways of
Ukraine, the owner of a vessel must obtain a one-time temporary permit if there are no interna-
tional shipping agreements between Ukraine and the country of origin of the vessel. Some fees
for such vessels must be paid at special fares higher than those for a Ukrainian flag vessel.

In the opinion of most specialists, the main obstacle to the development of river naviga-
tion in Ukraine is the mismatch of legislative framework to modern requirements. Currently,
legislation regulating inland water transport has been in place since 1961. Attempts to create
new ones have been made over the last 10 years. In particular, a draft law 2475a «On Inland
Water Transport» was developed, which was received by the Verkhovna Rada in August
2015, but is still pending. This draft law is based on the best practices and legislation of the
European Union. Based on the experience of European countries, the bill is based on the prin-
ciple of maximum simplicity of the system of goods and passengers transportation.

Draft law 2475a offers a new way of pricing tariffs and opening access to inland water-
ways. It proposes a new approach to the calculation of payments, for example, it is expected
to cancel almost all tariff and non-tariff restrictions and the introduction of one collection - a
river one, which will depend on the number of goods, passengers and distance. If the law
comes into force, cargo owners will be able to save on each ton of cargo $ 1.5-2.5. However,
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specialists warn that the principle of the river tax formation is not clearly set out in the draft
law, which may become an occasion for manipulation in the future.

In addition to the draft law 2475a, it is planned to cancel single permits for use of inland wa-
ters of Ukraine. Restrictions that are now in force oblige foreign companies, in addition to pay-
ing higher tariffs, to receive permits too. This situation creates barriers for attracting invest-
ments in inland water transport and leads to monopolization of the river transport market. The
lack of a competitive environment causes over-pricing of transportation and growth of cost.

Creating and adopting well-thought-out legislation, that would take into account interests of
all market participants, would undoubtedly contribute to the development of river infrastructure
and reduce the cost price, primarily of agricultural products, which is an important export prod-
uct of Ukraine. Improvement of the legislation would also create favorable conditions for un-
loading the railway and reducing the load on the roads. The project of creating a water corridor
connecting the Baltic Sea and the Black Sea, which would change the role of river transport
from the auxiliary to the business-oriented, may also, be economically promising.

Signing the Association Agreement between Ukraine and the European Union creates cer-
tain prospects for the development of inland water transport, as it promotes the introduction of
improved standards of work in this field. In the context of the revival of the river transport of
Ukraine, development of the strategy on inland waterways improvement becomes of particu-
lar importance. The tasks aimed at the below mentioned spheres should be of priority:

— development and renewal of port infrastructure;

— revival of navigation on other rivers, including small ones;

— connection to the external routes of the river connection, in particular to the water
route E-40;

— implementation of the European Union standards in the field of inland waterways;

— development of shipbuilding in Ukraine;

— mechanisms introduction for stable functioning of the water transport infrastructure;

— development of transparent mechanisms on activities regulation in this sphere.

As noted above, prospects for the development of inland water transport are partly related
to the implementation of European norms and standards in the field of river transport. The
main achievements of the process of European integration in the researched sphere in the re-
cent period are norm approximation of the Ukrainian legislation to the European ones and the
formation of corresponding organizational structures.

To implement the latter, the task of the Ministry of Infrastructure of Ukraine is to direct its ef-
forts in order to create a new organizational-legal and economic model of inland water transport
management , which would contribute to supporting the competitive environment in the river
transport market, on account of the emergence of new economic entities of various forms of own-
ership of both domestic and foreign origin, increase of investment attractiveness of the industry
and formation of new organizational forms of cooperation, such as cluster of enterprises [12; 13].

In order to revive and further develop the navigable potential of Ukrainian rivers, it is
necessary to take a number of measures aimed at eliminating some of the most important
problems presented in Fig. 2.

Each of these problems that affect the development of river transport in Ukraine requires
careful study and decision-making at the state level. Particular attention should be paid to the
development and adoption of a legislative framework regulating river transport, as well as the
creation of favorable economic and political conditions for attracting investments in river
transport development.
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Problems of inland navigation development in Ukraine
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Fig. 2. Overall structure of the problems of inland navigation development in Ukraine

Conclusions. Ukraine has a large and unrealized potential for inland waterway transport. The
most promising regions for the development of river navigation are traditionally two largest rivers
— the Dnipro river and the Danube river. Infrastructure development and river fleet renewal, adop-
tion of a number of legislative initiatives, aimed at simplifying the work of river carriers, can be-
come an additional factor of activating economic activity in Ukraine. Taking into consideration
prospects of river communication in the western direction, the implementation of infrastructure
projects concerning the partnership of Ukraine and the EU member states is relevant.

The above shows, despite the existence of a number of barriers, there are quite significant pro-
spects for the development of river transport in Ukraine. The practice of economically developed
countries shows that development of international transport corridors, modernization of infrastruc-
ture, and construction of transport and logistics centers at river ports etc., develop most efficiently,
if network approaches are applied to transport management, in particular clusters of enterprises.
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