']l DE GRUYTER
sl OPEN

The Effects of Liberalisation of the Passenger
Railway Market on the Situation of Regional Rail
Connections in Poland, Czech Republic, Slovakia
and Austria

Jakub Taczanowskit

Abstract: Liberalisation of railway market can be an important instrument for increas-
ing the attractiveness of local rail services and consequently for making the railways
more competitive with other means of transport, which could result in changing the
modal share in the favour of railways. The differences in the railway liberalisation level
as well as in the policies towards rail transport between Central and Eastern European
countries are vast, hence the present situation and the future prospects of regional ser-
vices are diverse. Whereas there is only one railway line in Slovakia which is not oper-
ated by the state railway company ZSSK, a few private local connections which com-
plement a very dense network of CD state railways are in service in the Czech Republic.
Poland, by contrast, is a country where liberalisation of railway market is most ad-
vanced as several different companies are responsible for transport in the regions. How-
ever, the results of this large scale liberalisation are ambiguous as the positive effects
(reopening of some lines) are balanced by isolation of the new regional government-
owned systems from each other. In Austria, by contrast, the existence of several private
and regional government-owned local railways which are an indispensable part of the
regional transport networks has contributed to maintain an effective transport system.
Although the effects of liberalisation on the local railway networks can often be ambig-
uous, several cases from the Czech Republic, Austria and Poland show that privatisation
and municipalisation may have a positive effect on the railway service as it has enabled
to maintain the service on many sections which were at risk of closure. However, the
most important condition of the effective transport development seems to be an active
cooperation between the railway operators and the local governments as an expression
of appropriate transport policy.
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Introduction

The liberalisation of the railway market - understood as opening of the railway sector to
several operators including non-state-owned companies - is one of the most important
tendencies in the contemporary transport development in the European Union. It is seen
as an instrument which should contribute to make railway transport more efficient and
competitive both in passenger and freight services. This policy of creating a common
railway market - which is formulated in several EU directives as “railway packages” -
aims to revitalise railway transport in order to make it more attractive and to try to re-
verse the negative trend of its modal market share (Deville and Verduyn, 2012, p. 5). In
fact, liberalisation (or deregulation) started at the national level (e.g. Sweden) as early as
in the 1960s as a response to the requirements of individual modes of transport
(Knowles and Hall, 2000, p. 76). Separation of infrastructure from railway operations is
the crucial element which enables competition in rail transport (Tomes, 2006, p. 98).
This competition may have a different character; in fact there are three modes of compe-
tition: 1) Competition in the market between vertically integrated rail companies (as in
North American goods trains services); 2) competition in the market between train op-
erating companies with regulated access to track infrastructure (which may or may not
be owned by one of the companies providing train services); and finally, 3) competition
for the market between rail companies which is connected with competitive tendering
(Finger 2014, p. 279). In the European Union, the second and third model can be ob-
served, however, with significant differences between countries. At present, it can be
assumed that liberalisation is an inevitable process which is a natural step in the
transport development in Europe (Ostapowicz, 2012, p. 78). Boskovi¢ and Bugarinovi¢
(2015, p. 50) claim even that there is no alternative to restructuring and privatization of
the European railways. However, despite common European Union policy, the differ-
ences in the actual railway liberalisation level as well as in the policies towards rail
transport between several European countries are significant because the states apply
the common European regulation at their own internal situation (Beria at al., 2010, p.
26). Whereas some EU members still have not opened their markets (e.g. France, Spain),
others (e.g. Great Britain, Sweden) are characterised by high levels of liberalisation
(Rail Liberalisation Index 2011, 2011). The case of the UK is particular as this country
was one of the first to have decided to liberalise and privatise the rail market on a big
scale, which turned out to bring ambiguous and controversial consequences — besides
positive effects also deterioration of rail infrastructure and transformation of state mo-
nopoly into privately-owned regional ones (Knowles, 1998, Bradshaw, 2001, Charlton
et al, 1997). It should be emphasised that all analysed Central-European countries have
different institutional models of railways. Poland and Austria have decided to introduce
holding companies (German model), whereas the Czech Republic has followed the
French solutions (separation of key powers), and Slovakia has chosen complete separa-
tion (British model) (Finger 2014, p. 281). The problem of opportunities and threats
connected with rail liberalisation in countries of Central Europe was analysed inter alia
by Tomes (2006), Milczarek (2012), Ostapowicz (2012), Gorny (2013), Baresch (2013),
and Giitermann (2013).

The liberalisation of passenger rail services refers to several elements of railway net-
works — interregional connections (including high speed trains) as well as regional and
local lines. Their character - and consequently often also the mode of competition
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(mode 2 versus mode 3, see above) - are essentially different because the former - often
the only profitable elements of the passenger railway systems - are a lucrative market
for several competing companies, whereas the latter are frequently operated mainly due
to reasons which are not purely economic. In practically all European countries, the role
of local railways has diminished over the last decades, in some, e.g. in Poland, the de-
cline has been massive (Taylor, 2007, p. 183; Komusinski, 2010, p. 94). However, the
saddling of the regional governments with responsibility for local transport has created
new conditions for the competition also at this level as rail services have been put out to
tender. This may be a chance for new prospects for the future for at least some local
railway lines.

The aim of the article is to answer the question whether the liberalisation of railway
markets in Poland, Czech Republic, Slovakia, and Austria has a positive effect on their
regional rail networks. In order to discuss this problem, the article presents the current
situation of regional rail services as well as the contemporary tendencies towards rail
privatisation at the regional level in examined countries.

The paper analyses only regular regional passenger railway services thus tourist and
heritage lines (e.g. seasonal weekend connections Sedzistaw — Trutnov from Poland to
the Czech Republic and all narrow gauge lines in Poland) are excluded.

Methods

The methods used in the paper are strictly connected with the comparative analysis of
private and regional-owned local railway systems of four examined countries. Accord-
ing to the classification of methods used in transport geography, which were proposed
by Rodrigue (2013), the analysis of flows in the networks as well as cartographic meth-
ods and graphs are used. The second element is the analysis of statistical data about the
number of trains, journey times, modal split of rail and rail passengers (when available)
which enables to evaluate better the not only spatial but also economic results of liberal-
isation.

Regional Railway Lines in the Networks of Poland, Czech Republic, Slovakia,
and Austria

The delimitation of regional (or local) railway lines — especially in the analysis which
considers several countries — is not unequivocal as no universal international criteria
exist. However, lines of this type have some common characteristics which make it
possible to identify them. They can be defined as not belonging to any network of na-
tional significance and characterised by relatively low technical parameters (a low min-
imum curve radius, a high maximum gradient and low quality of the track). In Central
Europe, local railway lines were mostly built between about 1880 and 1914, once the
main networks had been constructed. The main aim of local railways was to connect
towns of local importance, industrial plants or tourist resorts with the main railway line
(Taczanowski 2012, p. 126).

The railway networks of Austria, Czech Republic, Slovakia and south-eastern Poland
were built in the same basic political and economic circumstances as these territories
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were part of the Austro-Hungarian Empire before 1918. However, from 1945, and after
the socio-economic transformation of 1989 in particular, their situation has differed
significantly. The railway networks of transition countries - Poland, Czech Republic and
Slovakia (before 1993 Czechoslovakia) - had to face the challenges of new economic
conditions, and it were the local railways which felt their results in a particularly clear
way. The reaction of rail transport - which was then completely nationalised - on the
new demands of free market in the three countries turned out to be completely different.
Whereas the Czech Republic has maintained a dense rail system including several local
connections, the development of the Polish State Railways after 1989 is characterised
by a massive decline. Slovakia which maintained its relative dense railway network
until 2003 decided to downsize its system although the scale of this process is signifi-
cantly smaller than in Poland. The situation in Austria - which obviously did not experi-
ence any socio-economic transformation - can be also described as intermediate with
significant regional differences.

The Regional Railway Liberalisation in Poland

The first steps in the liberalisation process of the Polish State Railways (PKP) was made
in 1991 - two years after the beginning of the socio-economic transformation — when the
national company divested over 70 of its businesses, mainly constructing and track
repairing companies. However, it was just in 2000 after the law about commercialisa-
tion, restructuring and privatisation of the PKP had been passed, that the liberalisation

of rail services actually began.2 Consequently, the PKP was divided into several com-
panies including PKP PLK responsible for the infrastructure, PKP IC (Intercity connec-
tions), PKP PR (regional services) and PKP SKM (suburban railways in Gdansk area)
(Gorny, 2013, p. 18). At the same time, the regional governments (voivodeships) were
saddled with responsibility and financing of the regional rail transport.

An important change was brought about by the amendment to the commercialisation
law passed in 2008 which divested the regional services from the national railway com-
pany and made the regional governments their owner. Gorny (2012, p. 36) emphasises
that it is a unique and controversial solution. However, organisational and financial
problems with the PR company - to a great extent connected with the fact that it had 16
owners - lead some regional governments to decisions to create their own local rail
companies. The first one was the Dolnoslaskie voivodeship in 2007 followed by regions:
Wielkopolskie in 2009 and Slaskie voivodeship in 2010 (the company Koleje Slaskie
started to operate in  2011) (http://koleje-wielkopolskie.com.pl, 2014,
www.Kkolejedolnoslaskie.eu, 2014, http://kolejeslaskie.com, 2014). The next voivode-
ships to operate their own railway companies are L.odzkieand Matopolskie, respectively
in June and December 2014 (http://lka.lodzkie.pl, 2014 and http://www.malopolskie.pl,

2 However, the first regional railway operator which was not owned by the state — Lubuska Kolej
Regionalna (LKR) - was created as early as in 1992. It took over several lines in Western Poland
(contemporary voivodeships Lubuskie and Wielkopolskie) but the service was stopped already in
1994 because of economic loss, legal problems and the policy of the PKP which refused to open
its infrastructure for LKR trains (Gérny, 2013, p. 28).

252



Volume 15, Issue 3, 2015

2014). A different situation is characteristic for the Mazowieckie voivodeship, where as
early as in 2004 the company Koleje Mazowieckie was created as a common property
of PKP PR and the regional government. Since 2008, the voivodeship has a 100% stake
in the company (www.mazowieckie.com.pl, 2014).

Arriva, a company which belongs to the German Railways DB is the only example of an
external regional rail company which managed to enter the Polish market. In 2007 it
began to operate several regional lines in the Kujawsko-Pomorskie voivodeship
(http://www.arriva.pl, 2014).

Figure 1 Regional railway lines in Poland which are operated by companies different from
the PKP IC and PR in 2014
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Table 1 The Polish railway network in 2014

Total Of which operated by
Type of line length companies different from
[km] the PKP IC and PR [km]
Trunk lines and first-category lines with fast trains 6,272 2,214
Trunk lines and first-category lines with stopping trains only 1,885 693
Second-category lines with fast trains 1,079 48
Second-category lines with stopping trains only 2,962 1,114
Third-category lines with fast trains 132 0
Third-category lines with fast trains with stopping trains only 306 123
TOTAL 12,636 4,192

Source: compiled by the author.

Other companies which are external from the national long distance train company PKP
IC and regional-owned firm PR: WKD, Szybka Kolej Miejska w Warszawie and UBB
are not analysed in this paper. WKD and Szybka Kolej Miejska w Warszawie provide
rail services on suburban lines in the Warsaw agglomeration. The first company oper-
ates on a line with light rail character, technically completely separated from the nation-
al railway network and therefore is excluded from the present analysis. The latter com-
pany is responsible for suburban lines in the Warsaw metropolitan area, most of which
is also operated by the Koleje Mazowieckie company and that is why the both are ana-
lysed together. Finally, the UBB operated local trains on the line from Swinoujscie to
Heringsdorf in Germany, of which only 1.4 km is situated in Poland.

The liberalisation seemed to have been a chance for at least some narrow gauge railway
lines to be reopened. All of them were closed down by the PKP in 2001. Although the
company SKPL took over three lines of this type on which it reintroduced regular pas-
senger train, the experiment failed and they were closed down between 2006 and 2010
(Pawtowski, 2012, p. 203, 204). Regional railway lines which are operated by compa-
nies different from the PKP IC and PR are presented on fig. 1 and in table 1.

Regional railway lines which are operated by companies different from the PKP IC and
PR are mostly situated in regions of Western Poland where the railway network - de-
spite a very significant scaling down after 1989 - is still better developed as these prov-
inces were part of Germany before 1945/1918. Only in the Mazowieckie and Kujawsko-
Pomorskie voivodeships, all regional lines are served by trains which belong to the
regional-owned companies. In the other voivodeships (Slaskie, Dolnoslaskie, Wielko-
polskie and particularly Pomorskie) just the central parts of the regions are served by
these companies, whereas only PR regional services operate in the peripheries (fig. 1).

The Regional Railway Liberalisation in the Czech Republic

Railway Act (Czech Zdkon o drdhdch &. 266/1994) from 1994 was the act which ena-
bled railway liberalisation in the Czech Republic. Consequently, the liberalisation of
regional railway lines started in the second half of the 1990s, when some local lines in
the Sudets (Czech Sudety or Krkonossko-jesenickd subprovincie) and Ore Mountains
(Czech Krusné hory) were taken over from the Czech Railways CD by private compa-
nies (see fig. 2 and tab. 2).
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The circumstances of the takeover were significant in the case of lines Sumperk - Sobo-
tin / Kouty nad Desnou and Milotice nad Opavou - Vrbno pod Pradédem which had
been seriously damaged in the flood in 1997 and the CD and the Ministry of Transport
were not interested in their reconstruction due to high costs of repair works and the
consequent maintenance of this purely local connection. However, the pressure of the
local communities and the interest of rail companies external from the state railways led
to the reopening of the line. In the case of the Sumperk - Sobotin / Kouty nad Desnou
line from its reopening in 1998 the operator was the firm which reconstructed the line -
Stavebni obnova zeleznic. However, in 2002 it changed into Connex Morava (then
Veolia Transport Morava and now Arriva Morava) (http://www.sart.cz/zeleznice-
desna/historie, 2014). The line Milotice nad Opavou - Vrbno pod Pradédem was recon-
structed and consequently taken over by OKD — one the most important Czech freight
rail companies (http://spz.logout.cz/trate/vrbno.html, 2014). In 2010, it was replaced by
Viamont which was taken over by GTW Train Regio in 2011.

GTW Train Regio (before 2011 as Viamont) operates on the local lines: Truthov - Svo-
boda nad Upou (from 1997), Sokolov - Kraslice (from 1998, in 2000 the cross-border
section to Klingenthal in Germany was reopened after 55 years), Karlovy Vary -
Marianské Lazné (from 2006) and Harrachov - Szklarska Porgba Gorna (a cross-border
line to Poland reopened in 2010 after 52 years). GTW Train Regio operates also season-
al weekend trains on another Czech-Polish railway line - the one Truthov - Kralovec -
Lubawka — Sedzistaw, also reopened for the first time after the second world war
(http://www.gwtr.cz, 2014, http://www.zelpage.cz/trate/ceska-republika, 2014).

Figure 2 Regional railway lines in the Czech Republic which are operated by companies
different from the CD in 2014
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Table 2 The Czech railway network in 2014

Of which regional lines and lines of

Total national importance with stopping
rains only operated by companies
Type of line I?Er%t]h rai | ted by .
different from the CD [km]

Lines of national importance with fast trains 3,954 -
Lines of national importance with stopping trains only 1,947 61
Regional lines (with stopping trains only) 2,614 140
Narrow gauge lines 99 79
TOTAL 8,614 280

Source: compiled by the author.

The German company Vogtlandbahn operates from 2010 local trains on the line Liberec
- Rybnisté via Zittau in Germany with the branch line Varnsdorf - Seifhennersdorf
which also crosses the Czech-German border.

Two of three Czech narrow gauge lines are also operated by a private company (fig. 2).
The JHMD took over the lines Jindfichtiv Hradec -Nova Bystfice and Jindfichiiv Hradec
- Obratan in 1997 as the state railways saw the service as ‘“uneconomical”
(http://jhmd.cz/o-nas/historie, 2014).

The Regional Railway Liberalisation in Slovakia

The first attempts to open the Slovak railway market were connected with closure of
several regional lines which had been decided by the Slovak State Railways ZSSK in
2003. In order to maintain the passenger service on two lines in the Bratislava region -
Zohor - Zahorska Ves, and Zohor - Plavecky Mikula$ - a new company - Bratislavska
regionalna kolajova spolo¢nost’ — was created by the regional government. The new
operator took over the both lines from the ZSSK but the passenger service was stopped
due to high fees for using the infrastructure and bad state of the rolling stock (Rok
zmien 2011: Liberalizacia trhu osobnej zelezni¢nej dopravy, 2014).

In 2011, after the eight-year long absence of any private or regional passenger railway
company in Slovakia, the service on the local line Bratislava - Komarno was taken over
by the company RegioJet which had signed a contract with the Ministry of Transport,
Construction and Regional Development. At present, it is the only regular passenger
service in the country which does not belong to the state railways ZSSK.

The Situation of Regional and Private Regional Railway Lines in Austria.

The situation of the rail market in Austria is significantly different from Poland, Czech
Republic and Slovakia as the concept of private and regional government-owned rail-
ways in this country has a long tradition which was not interrupted after 1945. Several
companies were created between the 1880s and 1918 by the regional governments in the
whole Austro-Hungarian Empire in order to build local normal- and narrow gauge local
lines. The majority of those situated on the contemporary Austrian territory are still in
service. The normal- and narrow gauge lines operated by Steiermérkische Landesbah-
nen (StLB) in Styria and Stern&Hafferl in Upper Austria form efficient local transport
systems which complement the state network. Separate private and regional govern-
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ment-owned lines exist in the provinces (Bundesland) of Salzburg, Tyrol, Vorarlberg,
Lower Austria and Burgenland (in the latter the Austro-Hungarian railway company
GySEV) (fig. 3 and 4). All these regional railways are an important part of the Austrian
transport system as they act as feeders for long-distance railway lines, serve as vital line
of transport in their regions and contribute to an increase of their economic attractive-
ness (Giitermann, 2013, p. 3 and 41).

Of 710 km of regional railway lines which do not belong to the Austrian Federal Rail-
ways, OBB, only 183 km are sections which were taken over from the OBB after 2000:
the both narrow gauge lines in Lower Austria (St. PoltenHbf. - Mariazell, and
Waidhofen/Ybbs - Gstadt) from 2010 operated by the regional company NOVOG, the
narrow gauge line Zell am See — Krimml in the Salzburg province which has belonged
to the regional government since 2008 and is operated by the company Salzburger Lo-
kalbahn, and the section Ehrwald — Pfronten Steinach in Tyrol which is isolated from
the Austrian network and was taken over by the German State Railways DB in 2003
(www.noevog.at, 2014; www.pinzgauerlokalbahn.at, 2014).

The case of the takeover of the Zell am See - Krimml line from the state railways is
similar to the Czech local railways Sumperk - Sobotin / Kouty nad Desnou and Milotice
nad Opavou - Vrbno pod Pradédem. The last, 24 kilometre-long section Mittersill -
Krimml was damaged by floods in 2005, and the Austrian Federal Railways did not
have any intention to rebuild it. The reconstruction took place only in 2010 after the line
had been taken over by the local government which had awarded an operating contract
to Salzburger Lokalbahn.

The narrow gauge lines in Lower Austria were also seen as “uneconomical” by the
national rail operator who decided to dispose of them. In 2010 they were taken over by
the regional government but - unlike in the case of Salzburg province - it did not result
in any reopening of the sections which had been closed before. What is more the branch
line Ober Grafendorf - Mank was closed for passenger traffic immediately after the
takeover.

The effects of Liberalisation on the Regional Rail Traffic in Poland, Czech
Republic, Slovakia and Austria

The General Situation of the Operated Networks

In Poland, the railway liberalisation was put into practice after at least 15 years of a
serious crisis of the Polish State Railways. Although the idea of divesting the national
operator into different firms - and the separation the operators from the rail infrastruc-
ture in particular - was analogous to the decisions made in other European countries -
including the Czech Republic, Slovakia and Austria - the reform was certainly carried
out in an inappropriate and chaotic way. Especially the peculiar decision to saddle the
regional governments with the responsibility for the regional railway services company
brought several problems, particularly just after 2008. One of the most problematic
questions is the operating of regional trains which cross the borders of voivodeships.
The lack of several connections of this type is very noticeable on the fig. 1.
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Figure 3 Regional railway lines in Austria which are operated by companies different from
the CD in 2014
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Figure 4 The share of private and regional government-owned regional railway lines in the
Austrian railway network
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What is more, the rail transport inside the regions did not benefit from the new situation
in many cases either. Increasing economic difficulties of the PR company as well as
disputes between the governments of several regions led many voivodeships to create
their own railway companies.

However, the result of this peculiar competition between the PR company which is
owned by 16 Polish voivodeships and new regional-owned firms like Koleje Slaskie has
been rather chaos than any improvement, especially because of the lack of common
tariffs. It is characteristic that many of the new operators have decided to take over only
the most lucrative lines in the metropolitan areas and not railways in peripheral areas.
The plans of new companies in the £.odzkie and Matopolskie voivodeships raise similar
doubts. However, in some voivodeships - in particular Dolnoslaskie - the new regional-
owned companies have enabled to reopen some local lines which had been closed be-
fore e.g. Wroctaw —Trzebnica, Klodzko — Walbrzych or seasonal weekend connection
Sedzistaw — Trutnov.

The situation in the Mazowieckie voivodeship, where the regional railway company
Koleje Mazowieckie (KM) was created earlier in a different way - not as competition to
the PR but instead of it - is significantly better. It is reflected in the rising number of
passengers (see below). In the Czech Republic, the scale of regional railway liberalisa-
tion is much smaller, however, it seems that its influence on the local railway network is
not insignificant. The takeover of the two mountain lines which had been damaged in
the flood in 1997 as well as two narrow gauge sections which had been seen as “uneco-
nomical” by the state railways was the only chance to maintain these connections. Un-
like in the case of Polish narrow gauge lines, the Czech lines managed to become an
important part of the regional transport system. The situation of other privatised region-
al lines e.g. Liberec - Rybnisté or Karlovy Vary - Marianské Lazné is different as their
existence was not at risk and the privatisation was the element of the gradual opening of
the market and introducing the competition for the state railways.

As the railway liberalisation in Slovakia has just started and it is limited only to one line,
it is too early to be able to evaluate its effects on the regional rail transport in the coun-
try. A question arises whether it may be possible to use it as an instrument which could
enable to reopen some closed local lines as it was attempted with no success in 2003.

In Austria, the evaluation of the effects of private and regional-owned lines on the local
transport system applies not only to the recent phenomenon but also to the system which
has existed since the end of the 19th century. Private and regional government-owned
lines have played an important role in the local transport systems and are still their vital
element. Although some of them were closed down after 1945, it seems that generally
these lines have been more resistant to closure than similar lines which belonged to the
Austrian Federal Railways. Whereas all state-owned narrow gauge lines were closed or
taken over by other companies, the vast majority of private and regional lines is still in
service. It would confirm the thesis that private and regional government-owned railway
companies are more efficient and flexible as the state railways and thus react better on
the demand on the market.

The comparison between two narrow gauge lines situated in Alpine valleys which are
very important tourist regions is significant. The first one - Zell am See - Krimml (54
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km long) - in the last year of the state railway service (2008), it was operated by 7 pairs
of trains on the whole distance (18 on the suburban section in Zell am See), but buses
were used on the final 24km long section because the track had been damaged by floods.
At the same time, a very similar railway Jenbach - Mayrhofen in the Tyrol (32 km long)
was served by 17 pairs of trains on the whole distance. Instead of rolling stock from the
1960s, modern push-pull trains were used.

Reopening of maintenance of some local railway lines which were at risk of closure is
certainly an important geographical aspect in rail liberalisation in Poland, Czech Repub-
lic and Austria. A question arises to which extent the scaling down of regional railways
- which after 1989 has been characteristic especially (but not only) for Poland - can be
stopped by opening the rail market to external companies. The closures of local lines
have usually been caused by high maintenance costs of infrastructure and train service
on connections used by a limited number of passengers. From the point of view of na-
tional railway companies, these lines were seen as “uneconomical” in the free market
economy, that is unlike the main connections which could bring profit. In Poland in
particular such a purely profit-oriented attitude towards railways (and public transport in
general) could be observed immediately after 1989. However, it should be emphasised
that no alternative proposals to closure were taken into consideration in many cases (e.g.
purchase of light diesel carriages instead of heavy locomotives, improvements of the
infrastructure, and timetables). What is more, the decisions to close down railway lines
were rarely consulted with local authorities and residents. It seems that the closures
often did not meet the financial expectations as they resulted in the decline in the num-
ber of passengers on other lines and in general decrease of positive image of rail. A
continuation of scaling down which contributed to a creation of a vicious circle was the
only possible consequence.

That is why many (but not all) local lines which have been closed down have a certain
potential. However, it can be exploited to a much greater scale by region-oriented rail-
way companies than by national operators. It is not coincidence that non-state-owned
local railways in Austria have ended up being more immune to closures between 1960s
and 1980s than the lines operated by the Federal Railways. The more cost-effective way
of running the companies owned by the regional governments or private firms and their
better integration in the local communities have made it possible to maintain most of
these connections. At present, the same phenomenon can be observed on some Polish
and Czech lines which are operated by local authorities or external companies. Un-
doubtedly, the costs of maintenance and — in particular — reopening of these lines are
significant. For instance, reopening of 13.3 km long section from Szklarska Porgba
Gorna to the Polish-Czech border in 2009-2010 costed 14 million zt (about 3.3 million
euro), however, as much as 85% was financed from EU grants (http://www.euroregion-
nysa.pl). Such a significant external aid is the rule as far as rail-based transport projects
are concerned. It should be emphasised that the generally high costs of railway infra-
structure, rolling stock and services are often seen as to high if compared to alternative
(road) transport. However, external (e.g. social, environmental) costs of car/bus
transport which are much higher are usually not taken into consideration.
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The Number of Connections and the Quality of the Service

As the main reason for the opening of the local railway sector for new companies has
been to lower the regional government subsidies (the tenders won by Arriva in the
Kujawsko-Pomorskie voivodeship and Viamont / GTW Train Regio in the Karlovarsky
kraj provide good examples of the role of the price offered by the new companies) the
number of connections or journey times could not be modified on a larger scale. That is
true particularly about some Polish lines where the state of the infrastructure and limited
financial resources of the voivodeships could not bring significant improvement (table
3). The situation in the Mazowickie voivodeship as well in the Czech Republic seems
better, but not so much in terms of journey times.

Table 3 The number of pair of trains and journey times on the selected regional railway
lines in Poland and in the Czech Republic before and after the liberalisation

Number of regional trains on

working days Journey times [min]

The line

The contemporary L([eknn%}h In the last In the private/ In the last lrr;vt:ti /
operator year of the regional year of the r‘; onal
state service service state service sgrvice

Jelenia Gora - Lwowek
Slaski 33 5 4 58 74
Koleje Dolno$laskie

Zywiec — Zwardon

Koleje Slaskie 37 B " o ¥
Wyszkow — Ostrofeka 54 3 9 70 4
Koleje Mazowieckie

Leszno — Wolsztyn

Koleje Wielkopolskie 4 ! ° o ®
Bydgoszcz - Chetmza 47 7 4 57 57
Arriva

Karlovy Vary dolni

ngdravzp Marianské 53 8 9 90 80
Lazné

GTW Train Regio

Liberec —Rybnisté 56 5 8 80 80

Vogtlandbahn
Source: compiled by the author on the basis of: Sieciowy Rozkiad Jazdy Pociggow (Polish Rail-
way Timetable) 2004, 2005, 2006, 2007, 2008, 2009, 2010, 2011 and www.arriva.pl, www.jizdni-
rady.nanadrazi.cz, www.kolejedolnoslaskie.eu, http://kolejeslaskie.com, http://koleje-
wielkopolskie.com.pl and http://www.mazowieckie.com.pl.

However, quality of the service is also an important issue. It is perceived by the passen-
gers not only on the basis of the number of connections and the journey time but is
particularly strongly connected with the rolling stock (low-flow carriages/electric or
diesel units, air conditioning, ticket machines etc.). The improvement of the comfort of
trains in service seems the most positive aspect of rail liberalisation in the analysed
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countries. It applies especially to Poland where the neglect from the communist period
and the 1990s were particularly big and any light rolling stock indispensable for eco-
nomic services was lacking on local lines. The division of the PKP and the consequent
liberalisation of the market together with the appearance of UE grants have enabled the
voivodeships to purchase the first modern diesel carriages and then also electric units
which have contributed not only to the improvement in terms of comfort, but by replac-
ing heavy locomotives which often used to pull one or two carriages it has also rational-
ised the service from the economic point of view. It is not surprising that the regional
governments are much more interested in investments in the rolling stock for their own
companies than for the PKP Przewozy Regionalne, whose decisions they could hardy
influence. As a result, a vast majority of trains provided by the Polish non-PKP rail
operating companies is served by modern rolling stock build or have been modernised
in the past 10 years (table 4).

Table 4 The rolling stock of the Polish non-PKP railway companies build after 2000. Dates
for the year 2014

Company Electric locomotives Electric units Diesel carriages
Koleje Slaskie - 25 3
Koleje Dolnoslaskie - 1" 21
Koleje Wielkopolskie - 22 18
Koleje Mazowieckie 1 26 7
SKM Warszawa - 32 -
Arriva - - 24

Source: compiled by the author on the basis of the webpages of the companies and
www.psmkms.krakow.pl.
Notice: in some cases (e.g. Koleje Wielkopolskie) the owner is not a company but the voivodeship.

However, these changes happened about 20 years too late to be capable of maintaining
a dense local railway network in Poland - differently than in the Czech Republic and
partially also in Slovakia and Austria, where light diesel carriages have been in service
on large scale at least since 1960s.

That is why the impact of rail liberalisation on the quality of the service in these coun-
tries has not been as significant as in Poland. The rolling stock used by Czech non- CD
rail companies is usually similar to those of the state monopolist (diesel carriages class
810). However, the positive influence of rail liberalisation on the rolling stock can be
observed in Austria, where after the takeover of the Zell am See - Krimml narrow gauge
line by the Salzburg regional government, the section to Krimml was reopened and
modern push-pull trains were purchased (www.pinzgauerlokalbahn.at, 2014).

Rail Passenger Transport and Modal Share

The number of passenger-kilometres and the modal split reflect the role of rail transport
and its popularity, and thus they can be good indicators of their success. It should be
emphasised that tendencies in the four analysed countries are different (tables 5 and 6).
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Table 5 The number of rail passenger-kilometres in Poland, the Czech Republic, Slovakia
and Austria 2004-2013

Country 2004 2008 2012 2013
Poland 18,430 19,762 17,110 16,453
Czech Republic 6,580 6,773 719 7,512
Slovakia 2,227 2296 2459 2485
Austria 7,865 9,687 10,248 11,188

Source: Eurostat, http://ec.europa.eu.

Table 6 The modal split of railways in Poland, the Czech Republic, Slovakia and Austria
2004-2013 in %

Country 2004 2008 2012 2013
Poland 85 8.2 6.7 6.2
Czech Republic 7.5 71 8.3 8.5
Slovakia 6.0 6.4 71 7.1
Austria 9.5 11.1 11.5 12.7

Source: Eurostat, http://ec.europa.eu.

Table 7 The share of the number of passengers between Polish railways companies [%0]
2012-2014

Company 2012 2013 2014
Koleje Slaskie 3.33 6.04 5.96
Koleje Dolno$laskie 0.67 0.90 1.34
Koleje Wielkopolskie 1.22 2.00 2.69
Koleje Mazowieckie 21.58 23.09 23.26
SKM Warszawa 6.30 8.35 9.51
Arriva 0.91 0.92 1,71
PKP SKM Tréjmiasto 13.44 13.02 13.28
Przewozy Regionalne 36.88 31.39 29.48
PKP Intercity 12.87 11.36 9.49
Other 2.80 2.93 3.28

Source: Urzqd Transportu Kolejowego (Polish Office of Rail Transport), www.utk.gov.pl.

Although the number of passengers-kilometres cannot be compared directly due to
different size of the countries concerned, clear tendencies in its development can be
observed. Whereas in the Czech Republic, Slovakia and particularly in Austria these
numbers are growing systematically, Poland is the only country where the role of the
railways is diminishing rapidly. This tendency is confirmed by the decreasing modal
split of rail — unlike in the other three countries. It is interesting that the most significant
negative changes can be observed between 2008 and 2012, i.e. in the period when 2008
the regional services were divested from the national railway company. It seems that
then - at least at the beginning - the large scale liberalisation of the Polish railways not
only did not stop the decrease of the role of rail transport in the country but even accel-
erated it. Small role of the non-state rail companies in the Czech Republic and Slovakia
and long tradition of private lines in Austria do not enable to analyse these data form the
point of view of liberalisation. However, a deeper analysis of the changes in the share of
rail passengers between different companies in Poland can be conducted (tab. 7).
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It is significant that the share of all new Polish rail companies is increasing whereas the
role of Przewozy Regionalne and PKP Intercity - and the absolute numbers of passen-
gers as well - are falling rapidly. Between 2013 and 2014 the former company lost 5.56
million passengers and the latter 5.18 million (www.utk.gov.pl). By contrast, the num-
ber of KolejeMazowieckie passengers increased from 59.106 million in 2012 to 62.448
million in 2013 (Rynek transportu kolejowego w Polsce w 2013 r. — synteza, 2013 and
Liczba pasazerow roénie, ale nie w PKP Intercity, 2014). This tendency would confirm
the thesis about greater flexibility of regional government and private companies which
manage to attract passengers much better than the (former) monopolist both in- and
outside the PKP holding. Although a question arises whether or not is this success of the
Koleje Mazowieckie just the effect of the company itself or rather also the result of the
large potential of the Warsaw metropolitan area, it is certain that the new regional-
owned company is effectively taking advantage of this opportunity.

Economic Versus Political Problems

Certainly, one of the crucial questions about rail liberalisation is the one about its eco-
nomic consequences. As far as local railways are concerned, the aim of regional gov-
ernments which decide to open local rail markets - usually by launching a tender for
railway line(s) - is to be able to diminish the subsidies for public transport. The subsidy
required by companies which take part in the tender seems often one of the most im-
portant - if not the most important - argument when making the final decision. It should
be emphasised that the decision to launch the tender is often caused by the demands of
the monopolist company to increase the subsidy - as it happened in the Karlovarsky kraj
in 2006, and in the Kujawsko-Pomorskie voivodeship in 2007. The differences between
the subsidies demanded by competing companies can be significant — as is demonstrated
by examples from the former region. According to the information of the Czech News
Agency (Ceska tiskova kancelaf, www.ctk.cz), the winner of the tender in Karlovarsky
kraj - Viamont company - demanded a subsidy of CZK 64.60 per a kilometre, whereas
the monopolist Ceské drahy as much as CZK 80.40 per a kilometre (www.ctk.cz).
Therefore, positive economic consequences of regional rail liberalisation indeed can be
observed. In the long term these positive effects for the regional governments are con-
nected not only to less public funds spent on subsidies, but also to the independence
from the previous monopolist. In the case of new regional government-owned rail com-
panies in a few Polish voivodeships, this is probably even more important than purely
financial profit. This is because at long last the local authorities have obtained the
chance to decide about regional rail transport - a thing that was hardly possible under
PKP or Przewozy Regionalne monopoly.

In practice, however, not only economic factors decide as the strong position of the
monopolist rail company at the national and regional level may impede to open the
transport market. The tender in the Podlaskie voivodeship in 2013 can serve as a good
illustration of this. The first tender was won by Arriva which demanded a subsidy of
16.70 zt/km whereas Przewozy Regionalne — 18.05 zi/km. However, the regional gov-
ernment decided to cancel the tender and launch it once again. This resulted in a victory
of Przewozy Regionalne but the subsidy proposed this time (14.99 zt/km) seems unreal-
istic (www.arriva.pl).
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Conclusions

The regional railway liberalisation in Poland, Czech Republic and Slovakia has been
implemented in different circumstances, and consequently has a different scale. It is
significant that there is hardly any link between the institutional models of railways
chosen by the national authorities and the actual passenger rail liberalisation. In the
Czech Republic - which has followed the French model which is not the most favoura-
ble towards liberalisation - a few local lines are operated by private companies. This is
the result of the first decisions to open the market made by regional governments either
in order to reduce the level of subsidy for rail transport (e.g. lines Karlovy Vary —
Marianské Lazné and Sokolov - Klingenthal in the Karlovarsky kraj) or to maintain any
service on the lines which were damaged in natural catastrophes (lines Sumperk - Sobo-
tin / Kouty nad Desnou and Milotice nad Opavou - Vrbno pod Pradédem) or seen as
“uneconomical” by the state railways (the narrow gauge lines from Jindfichtiv Hradec to
Nova Bystiice and Obratan). The role of private regional railways in the country is still
minor as the Czech Railways CD continue to maintain their dense local network (de-
spite some closures, e.g. in the Pardubicky kraj in 2011). Although Slovakia as the only
of the analysed countries has chosen complete separation of operator and infrastructure
(British model), the role of rail liberalisation in the transport development there can be
only described as marginal because just one line has been successfully taken over by a
private company so far. It is characteristic that this decision was made by the Ministry
and not by the regional authorities. In Poland with its holding model (however with the
consequent divestment of the regional services from the national railway company), the
railway liberalisation was implemented as an important element of the railway reforms
of the first years of the new millenium. Its main result has been the division of the re-
gional passenger service into several competing companies but positive effects (reopen-
ing of some lines, however only in some regions) are balanced by isolation of the new
regional government-owned systems from each other. Undoubtedly the most positive
effect of rail liberalisation in Poland is the improvement in the quality of the services
due to large scale rolling stock purchases. However, the difficult economic situation and
uncertain future of the PR regional railway company together with the rapid decrease in
the number of passengers - even though the latter is balanced by better performance of
some regional companies - do not contribute to a generally positive evaluation of the
railway liberalisation in Poland. This is because liberalisation itself cannot be seen as a
simple remedy for passenger railway problems. The lack of consistent transport policy
and the absence of cooperation between the national government, the local authorities
and transport companies result in negative trends in railways development in Poland
with decreasing number of passengers and modal split of the railways. The reform of
the Polish railways in the 2000s and its consequences are probably the best illustration
of an urgent need for transport development planning at national and regional level. The
examples to follow could be the Czech Republic or Austria where the existence of sev-
eral private and regional government-owned local railways - which are an indispensable
part of the regional transport networks - has contributed to maintain an effective and
modern public transport system.

The effects of liberalisation on the local railway networks can often be ambiguous,
although the cases of some lines in the Czech Republic, Austria and Poland show that
privatisation and municipalisation have a positive effect on the quality of railway ser-
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vice and economic situation of regional governments which have a chance to economise
on subsidies are independent form monopolists. It was especially in the case of narrow
gauge railway lines that this solution enabled to maintain the service on the sections
which were at risk of closure even though new private companies did not succeed in all
cases.

However, the liberalisation itself does not provide automatic easy solutions for the local
railway problem. It is an important instrument but it should be used as part of the con-
sistent transport policy because the most important condition of the effective transport
development seems to be the active cooperation between the railway operators and the
local governments.
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