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A Study of the Efficiency of Regional
Railway Services: The Case of Poland

Efektywnos$¢ kontraktowania ustug kolejowych przewozéw
regionalnych na przyktadzie Polski

Abstract

Regional railway transport is an alternative to individual transport that contrib-
utes to a reduction in external costs and is considered a public service obligation
(PSO). A common way to measure the efliciency of‘rcgional railway transport is
compensation for opcmtional pcrformancc in train-kilometres. However, this
metric does not accurately reflect the crue efficiency of this kind of transport as
it overlooks the main objective of engaging public funds. The goal is not merely
to operate trains at the lowest possible cost, but rather to provide maximum soci-
etal benefits. Our ;malysis revealed a signific:mt challenge in determining the
actual ef:ﬁciency of regional railway services. The nationwide railway company
appears to employ cross-subsidisation of services to generate abnormal proﬁts,
thereby reducing its expectations in the face ofpotential competition and artifi-
cially improving its ef‘Hcieno\7 in areas where there is real competition. The current
organisation ofi‘egional railway transport makes it difficult to assess its ei‘ﬁciency
and, Consequently, to select the optimal operator in economic terms.

Streszczenie

Kolejowe przewozy regionalne stanowia alternatywe dla transportu indywidual-
nego, przyczyniajgc si¢ do obnizenia kosztow zewnetrznych generowanych przez
samochody. Sa one trakcowane jako powszechnie dostepna usluga przewozowa
o charakterze uZ}ftecznoéci publiczne] (PSO). Czesto Wskazywan% miarg efektyw—
nosci ich organizacji jest Wysokos’c’ rekompensaty oczekiwanej przez przewoi—
nika za wykonanzl prace eksploatacyjnz} (pockrn). Tymczasem nie odzwierciedla
ona rzeczywistej efektywnoéci tych przewozow, poniewaz nie uwzglednia podsta—
wowego celu angazowania srodkow publiczn_ych, Nie jest nim pi‘zejazd pociagu
jak najniZszym kosztem, lecz dostarczenie poprzez ten przcjazd mozliwie wielu
korzysci spoleczenstwu, dla ktdrego jest on uruchamiany. Przeprowadzona ana-
liza wskazala na powazne trudnosci w okresleniu oceny rzeczywistej efektywnosci
realizacji ustug kolejowych przewozow regionalnych. Oszacowany wynik finan-
sowy osiggany przez ogdlnopolska spotke Przewozy Regionalne w poszczegdlnych
wojewddztwach dowodzi istotnych dysproporcji. Podmiot ten zdaje si¢ stosowac
skro$ne dotowanie uslug w celu czerpania ponadnormalnych zyskow, obnizania
swoich oczekiwan w obliczu potencjalnej konkurencji i sztucznej poprawy swo-
jej efektywnoéci W tych obszarach dzialalnosci, gdzie wystepuje rzeczywista kon-
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kurene]a ofert. Obecna formula organizacji kolejowyeh przewozow regionalnych
utrudnia wiec oceng jej efektywnos’ci, aw konsekwencji optymalny pod wzgledem
ekonomieznym wybor przewoz’nil{a. To z kolei umozliwia podmiotowi dorninuja—
cemu na rynl(u Wykorzystywanie SWojej pozycii.

Introduction

Regional railway transport is a segment of railway transport covering the delivery of merit goods [Mus-
grave, 1973]. It functions as a key part ofpublic transport in peripheral areas. The indisputable fact that the
state must organise efficient regional railway transport has been repeatedly discussed in the literature [Qin,
2008; Maggio, 2009]. As an alternative to individual transport, it helps to reduce external costs generated by
cars and counteracts transport exclusion in society. Therefore, it is treated as a universally available transport
service that provides publie utility, or rather fulfils a public service obligation (PSO).

The efficiency of the organisation of regional railway transport is an important issue that should be looked
at from two perspectives: first, whether this kind of transport actually counteracts transport exclusion and,
second, whether it is carried out without exceeding a reasonable amount of public spending. These aspects
are eontradictory because improving transport often requires an increase in public expenditure. At the same
time, it is difficult to establish universal measures that unequivocally define the rationality of these expenses.
Indeed, the level of spending that one might consider reasonable is relative — it depends on the different
geotransport and demographic characteristics of a given area.

A frequently indicated measure of the efiiciency of organising regional railway transport is the amount
of compensation expected by the operator for operational performance in train-kilometres. This value is usu-
ally used by railway transport organisers. However, it does not reflect the actual efficiency of transport as it
does not take into account the main objective of engaging public funds, which is to avoid running trains at
the lowest possible cost, while providing as many benefits as possible to society.

This article accempts to define the measures used to evaluate the efficiency of contracting regional railway
transport by considering the exarnple of Poland. The main scientific methodology used was statistical analy—
sis. Despite some simplifications (described later), the analytical indicators constructed here made it possible
to compare individual regions and railway operators. A detailed analysis of the topic leads to serious method-
ological problems resulting from the incompleteness and inconsistency of the available empirical data, which
may also explain the scant literature on the issue.

The analysis was carried out for all 16 of Poland’s voivodeships, or regions, based on data from 2010 to 2019.
Data for 2020 were not included due to signiﬁeant distortions resulting from restrictions on public transport
during the COVID-19 pandemic. At the time of writing, not all voivodeships had settled the organisation of
transport in 2021, which resulted in a lack of data.

The novelty of the analysis is a balanced scientific methodology that provides sufficient transparency to
enable a long—terrn comparison of individual Voivodeships and operators based on publicly available data. In
the author’s opinion, this may be useful to transport organisers during their decision-making processes. More-
over, the resulting conclusions can be applied in any country with a similar system oi‘organising regional rail-
way transport.

The need for such analysis stems from the fact that both scientific and publie debate on the efﬁciency of
regional railway transport is dominated by the amount of compensation for train-kilometres.
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Problems of transport accessibility

It is difficult to establish a single universal definition of transport accessibility that is adopted by all
researchers. Indeed, Gould [1969] notes that accessibility is one of those common terms that everyone uses
but which no one can deﬁnitively define and measure. In the literature, various definitions and measures of
transport accessibility are widely presented, which is also influenced by limited data availability. It is, among
other things, understood as being the possibility of reaching a given goal using specific means of transport
[Warakomska, 1992] as a result of both infrastructural (network density) and organisational and commercial
conditions shaping the range of [ransport services Uurkowski, 2019: 43]. Vickerman [1974] indicates that,
in economic literature, accessibility is synonymous with minimising travel costs. The developed Intermodal
Transport Accessibility Index is determined based on the sum of transport connections between centres and
regions, with each connection taking into account both travel time between centres and their significance
[Komornicki et al., 2010]. However, it does not take into account the frequency of public transportation ser-
vices on a particular route. Meanwhile, according to Handy and Niemeier [1997], understanding transport
accessibility as travel times between major urban areas in the country does not reflect the broader context
related to resource utilisation and mobility. Spiekermann and Neubauer [2002] point out that transport acces-
sibility is ofsigniﬁcant importance in transport policy, as it determines the advantage ofa particular location
over others. Improving transport accessibility obviously counteracts the social exclusion of peripheral areas
[Kenyon, 2011; Preston, Rajé, 2007].

In terms of passenger transport, the main challenge faced in both larger cities and peripheral regions
is the growing popularity ofprivate car transport. A cross-sectional analysis of the number ofprivate cars
per population, carried out across many countries, clearly shows that the increase in economic prosperity
translates into an increase in the number of cars up to the saturation level described by the Gompertz curve
[King, Manville, Shoup, 2007; Jamroz, 2012]. Only restrictive regulations that take into account the exter-
nal costs of owning and using a car can significantly limit this development, as exemplified by Hong Kong
and Singapore [Cameron, 2004]. In an era of‘widespread individual motorisation characterised loy the high—
est external costs, public transport, including regional rail transport, is an obvious tool for reducing them
and thus achieving environmental and climate goals.

Previous research has focused on regional railway transport in terms of its geographical characteristics
and the range of transport services, which is largely the result of the lack of access to broader data [Chaberko,
2010]. The number of connections and the timetable adapted to the needs of passengers are key influencing
factors in the perception of the attractiveness of local public transport [Lierop, 2018]. The analysis of the
actual traffic intensity in any conurbation indicates the occurrence of two periods of increased transport vol-
ume (transport peaks) over the course of a single day: a shorter, more intense one in the morning and a longer
one in the afternoon. Therefore, regional public transport, in order to serve as an alternative to individual
transport, should provide at least two trips in morning rush hour, three trips in afternoon rush hour, and at
least one connection between peak hours and in the evening. In total, this amounts to seven pairs of connec-
tions per day, which coincides with the observations in the licerature on the problem [Majewski, 2006: 146].
Therefore, financing traffic below the rational minimum of five to six pairs per day can even be treated as
irrational spending ofpublic funds [Taylor, Ciechanski, 2017: 234]. 1t can be assumed that railvvay services
with a frequency of less than seven train departures per day are only used by people who lack practical alter-
natives, a number that is shrinking in the era ofwidespread individual mortorisation.

The issue oftransport accessihility is Widely described in the literature, but the assessment of the efficiency
with which this accessibility is implemented is much less frequently discussed. For instance, a cross-sectional
analysis ofrailway transport efficiency was carried out at three levels: the technical effectiveness of the use of’
resources during the transport performance (pass-km or tonne-km); the effectiveness of their operational perfor-
mance (train-km); and the effectiveness of services during operational perforrnance. This analysis was based on

empirical data from 1995 to 2002 for 39 railway systems, primarily those in European countries. It was model
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led on the basis of several basic quantitative factors. Due to the lack of available data, it ignored the impact
of qualitative factors, although the authors themselves stipulated in the introduction that their absence sig-
nificantly distorts the obtained results [Lan, Lin, 2006]. Unfortunately, the results obtained in this scudy are
not applicable to the analysis of the efﬁciency 0fregi0nal railway transport due to the level of aggregation of
data for the entirety of railway transport in a given country as well as their historical time range. In the case
of Poland, these studies covered the period before the transformation of the national rail company, Polish
State Railways (PKP), into separate railway companies.

The issue of data availability also affected the limitations of the presented assessment of the efficiency of
regional railway transport. For the clarity of analysis, the focus was placed on economic and organisational
data. This leaves an open research field for further assessment of efficiency and transport accessibility based

on demographic and geographic data.

Organisation of regional railway transport in Poland

Public service obligation (PSO) transport is a widely available service in the field of public transport. It is
performed by the operator in order to meet the transport needs of the community in a given area on an ongo-
ing and continuous basis. In Poland, such transport is regulated by the Act on Public Transport [Act, 2010,
which implements the regulations of the European Parliament [Rozporzadzenie, 2007] on a national scale.

As a result of PKP’s restructuring in Poland in 2001, the responsibility for the organisation of regional
railway transport was transferred to Voivodeship—level local government [Ustawa, 2003]. Currently, in Poland,
contracts for PSO may be awarded in the following modes:

« Open tender [Ustawa, 2004] or concession award [Ustawa, 2009], which are different forms ofopen selec-
tion among the bids submitted by operators.
«  Provision of services performed by an internal entity established to carry out public transport services

[Ustawa, 2010: Art. 22]

«  Direct conclusion of a contract with the operator [Ustawa, 2010: Arc. 22].

In European Union (EU) countries, the selection by tender from among operators competing with what
they offer was a common practice from the beginning of this century, for example in Germany Uaster, 2004:
23], Sweden [Schéller, 2004: 188], and Denmark [Sengelov, 2004]. Formally, in Poland, such a selection pro-
cedure has also been in force since the beginning of PKP’s restructuring in 2001. However, the lack ofregula—
tions meant that until 2007 it was a dead letter. In addition, voivodeship governments in fact had no choice
due to the lack of‘rolling stock, the key barrier to market entry [Zajfert, 2016]. Initially, the only operator that
had passenger rolling stock intended for regional crains was the state-owned company PKP Przewozy Region-
alne, which at the time was part of the PKP company. In the face of its actual monopoly, it was not possible
to objectively assess the costs of the transport service offered by this operator, so voivodeship governments
were forced to agree to the implementation oftransport services in accordance with its financial requirements.
As a result, despite the introduction of contracting for transport services, their scope was determined by the
operator rather than the contracting authority. The contracting authority often opted out of the tender selec-
tion procedure, choosing instead to assign transport services directly to the operator. The reforms introduced
by the Polish railways were dependent on state policy and aimed at avoiding short-term problems, such as
protests and strikes by workers. This often led to an increase in the cost of railway transport services in Poland
and did not stop the decline in the number oi‘passengers [Zajfert, 2016].

The inability to choose other operators prompted voivodship governments to start creating their own new
transport companies. In 2004, the government of the Mazowieckie Voivodeship established its own company,
Koleje Mazowieckie, based on the rolling stock taken over from the national rail company PKP. The possi-
bility of obtaining signiﬁcant support from EU funds enabled other Voivodeship governments to intensively
purchase rolling stock. Consequently, from 2009 to 2013, five voivodeship governments established their own
tailways [Zajfert, 2016].
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Since 2007, the government of the Kujawsko-Pomorskie Voivodeship has been announcing tenders for
regional transport services divided into separate packages. One of them covered the operation of local lines
with diesel traction, and the tenderer was provided with 13 railbuses owned by the voivodeship government.
This enabled the Arriva PCC consortium to submit an offer, which proved to be more advantageous than
the competing bid of Przewozy Regionalne [Arriva, 2013]. This operator was the first, and remains the only,
independent provider of regional passenger services.

Since Poland’s accession to the EU, the modernisation of infrastructure and rolling stock as well as the
purchases of new rolling stock co-financed from EU funds, have covered numerous market segments in this
transport sector. However, the ultimate efficiency differs fundamentally among these segments. The expected
increase in passenger flows was achieved in the agglomeration and regional transport segment served by oper-
ators other than the Przewozy Regionalne company, the dominant market player. However, despite the invest-
ment projects carried out, both the scope of the transport offer and the level of services provided by Przewozy

Regionalne were consistently diminishing.

Evaluation of the efficiency of compensation provided to operators

Compensation amount

The organisation of regional railway transport requires compensation for operators because revenue from
the sale of tickets practically never covers the costs ofproviding this kind oftransport. Data on the amount of
compensation granted and the operational performance (train-km) for individual years were obtained in the
form ofpublic information from the Voivodeship governments, and are presented n Appendix A. Comparing
the total amount of compensation granted by individual voivodeships to operators makes little sense because
a different range of‘transport services was performed in each Voivodship. However, comparing their size to the
number of passengers allows us to assess the efficiency of financing these services. Data on railway transport
are presented in Appendix B on the basis of‘reports published by the Office of Rail Transport (UTK), the reg-
ulator of the Polish railway market. Table 1 presents the amount of compensation granted to operators per

passenger, sorted by the average Value in the anzllysed period.

Table 1. Amount of compensation granted to regional operators in voivodeships per passenger
(PLN/1 passenger)

Voivodeship — operator Average | 2010 | 2011 | 2012 | 2013 | 2014 | 2015 | 2016 | 2017 | 2018 | 2019
Mazowieckie — Koleje Mazowieckie 4.18 3.64 3.89 372 3.88 391 390 | 469 4.15 4.80 5.26
Wielkopolskie 6.16 572 6.60| 666 | 591 517 569 | 576 6.23 712 6.74
Pomorskie — Przewozy Regionalne 6.83 4.70 511 5.79 6.58 7.79 794 | 802 | 856 | 684 | 692
Opolskie 7.17 5.63 571 580 | 619 7.29 774 8.64 | 836 798 | 832
Dolnoslgskie 7.66 8.88 | 11.22 9.58 | 1020 | 853 6.90 | 595 586 | 519 4.24
Slaskie 8.95 6.00| 901 | 856 | 893 | 965 | 9.68|1024 | 999 | 933 | 807
Matopolskie 9.51 570 | 6.81 9.02 | 963 | 1460 | 1131 850 | 884 | 957 | 11.09
Swietokrzyskie 11.78 1311 8.55 8.66 9.87 | 10.30 | 1124 | 1243 | 1361 | 1441 | 1566
Zachodniopomorskie 11.89 9.40 | 10.05 | 10.35 | 11.31 | 1167 | 1179 | 12.83 | 1313 | 14.13 | 14.28
Kujawsko-pomorskie 13.28 722 | 1177 | 1325 | 1448 | 1469 | 16.35 | 1421 | 13.95 | 1375 | 1311
tédzkie 13.61 951 | 1016 | 1292 | 1410 | 17.01 | 21.98 | 1811 | 11.63 | 10.57 | 10.16
Warmirisko-mazurskie 14.01 9.53 | 1026 | 1116 | 1267 | 13.69 | 1443 | 1458 | 1521 | 2050 | 18.04
Lubuskie 1475 1054 | 12.89 | 1323 | 13.86 | 1418 | 1497 | 1558 | 16.16 | 1752 | 18.60
Podkarpackie 15.49 9.50 | 10.65 | 11.87 | 1432 | 18.23 | 1829 | 1490 | 18.10 | 19.15 | 19.86
Podlaskie 16.28 1169 | 912 | 1468 | 1292 | 13.07 | 18.02 | 18.85 | 2241 | 2163 |20.43
Lubelskie 20.46 1322 | 15.07 | 1475 | 1618 | 17.22 | 19.32 | 20.57 | 25.08 | 29.77 | 33.38

Source: Author’s own calculations based on reports on the performance of pul:)lic service obligations in voivodeship railway passenger trans-

port and UTK data.
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Figure 1 shows a comparison of this value with the average turnout on trains, which was determined
as He=Wt/We, where Wt is annual transport performance (pass—km) and We is annual operational perfor—

mance (train-km).

Figure 1. Amount of compensation per passenger in regional trains in relation to average turnout (by
voivodeships in 2010-2019)

150

O Koleje Mazowieckie *
@ wielkopolskie
A pomorskie, only Przewozy Regionalne

@ opolskie
130 O

Q@ ] O dolnoslaskie
= e
00 @ Slaskie

A matopolskie

[} o O Swietokrzyskie
110

@ zachodniopomorskie
A A0 ¢ O kujawsko-pomorskie
Atodzkie

O O warminsko-mazurskie
90 A

A
= A Ijo @ lubuskie
M podk: ki
o= ° M podkarpackie
A podlaskie
-

9 ® < lubelskie
70

Average attendance on trains (pass/train)

50 A (o1C)]

30 T T T T T T 1
0 5 10 15 20 25 30 35

Subsidy per passenger (PLN)

Source: Author’s own calculations based on reports on the performance of public service obligations in voivodeship passenger railway trans-
port, annual reports of railway operators, and UTK data.

The relationship between compensation per passenger and the average turnout in trains, as presented in
Figure 1, confirms the economies of scale achieved with an increase in passenger attendance on trains. On the
one hand, for the high attendance on Koleje Mazowieckie trains, this translated into the lowest level of the
necessary surcharge for each ticket in the country, which amounted to PLN 4 on average. On the other hand,
the lowest average train attendance in Poland’s Lubelskic and Podlaskie Voivodeships required the highest
compensation per ticket. In Lubelskie Voivodeship in 2019, a record PLN 30 was paid there, up from PLN 13
in 2010. This indicates a drastic deterioration in the efficiency of financing regional railway transport. This is
the result of a progressive decline in the number of passengers in this voivodeship.

Agreements concluded by voivodeship governments with railway companies specified definite operational
performance (train-km) We*= X n*Ln (where We stands for annual operational performance, n for the number
of trains launched, and Ln for the length of the nth train route), as well as the unit compensation rate for this
operational performance (PLN /1 train-km). Thus, it became natural to treat this rate as the basic criterion for
evaluating the efficiency of the service provided. Individual voivodeship governments compared this amount
to both the rates agreed with various operators and contracts concluded in other voivodeships. Table 2 shows
the amounts of compensation granted to individual operators, sorted by the average value in the analysed
period. For the Przewozy Regionalne nationwide company, the amount ofcompensation granted by individ-

ual voivodeship governments is also presented, with their standard deviation from the nationwide average.
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These amounts indicate a similar level of rates in different voivodeships as well as in comparison to the com-

pensation provided to local provincia] government rai]ways.

Table 2. Amount of compensation granted to individual railway companies in voivodeships per operational
performance (PLN/1 train-km)

Operator Average | 2010 | 2011 | 2012 | 2013 | 2014 | 2015 | 2016 | 2017 | 2018 | 2019
SKM Tréjmiasto 8.50 4.88 5.48 5.88 6.58 6.36 6.62 | 1472 | 1218 | 11.37 | 10.90
Koleje Dolnoslgskie 12.99 1492 | 16.74 | 1340 | 1551 | 13.79 11.78 | 1140 | 11.69 | 10.86 9.77
Koleje Wielkopolskie 1523 - 2475 12020 | 16.02 | 1366 | 1424 | 11.88 | 12.22 | 1190 | 12.23
WKD 15.34 4.35 458 | 13.98 | 16.88 | 14.02 | 20.48 | 2559 | 19.84 | 1694 | 16.73
Koleje Mazowieckie 15.50 13.60 | 1415 | 1370 | 1498 | 1585 | 16.00 | 1719 | 1453 | 1648 | 18.46
Koleje Matopolskie 16.49 ~ - - - - 20.08 | 1174 | 1511 | 17.38 | 1815
tédzka Kolej Aglomeracyjna 17.08 - - - - 19.01 | 20.09 | 1798 | 1574 | 14.89 | 1478
Koleje Stqskie 19.46 - 1497 | 13.83 | 1771 | 2370 | 2293 | 2151 | 21.05 | 19.97 | 19.46
Arriva 20.00 1270 | 19.69 | 20.03 | 2116 | 18.61 | 18.89 | 2228 | 2231 | 2220 | 2213
Przewozy Regionalne 16.00 13.05 | 1493 | 1657 | 1570 | 1725 | 1619 | 1597 | 16.47 | 1592 | 1793

Voivodeship compensation:

Pomorskie 12.82 9.87 | 10.50 | 1171 | 1223 | 1297 | 1317 | 1525 | 15.60 | 1270 | 1421
Opolskie 13.56 1074 | 13.04 | 13.68 | 1421 | 1412 | 1322 | 13.72 | 1410 | 1446 | 1434
Wielkopolskie 13.55 1156 | 1172 | 1403 | 1324 | 1221 | 13.03 | 1274 | 1270 | 1657 | 17.67
Zachodniopomorskie 14.36 1170 | 1248 | 13.61 | 1407 | 1476 | 1435 | 1516 | 1505 | 16.01 | 16.38
Dolnoslgskie 14.63 1330 | 1577 | 1421 | 1746 | 16.00 | 1550 | 14.04 | 1370 | 1261 | 13.68
Podlaskie 15.05 1374 | 1113 | 1826 | 1499 | 1499 | 1792 | 1487 | 1416 | 1515 | 15.26
Kujawsko-pomorskie 15.39 10.07 | 1535 | 1839 | 1882 | 21.05 | 2123 | 1275 | 1231 | 11.79 | 1210
Lubuskie 1574 1523 | 18.00 | 17.89 | 1526 | 15.20 | 1510 | 1475 | 1562 | 1493 | 1542
Warmirisko-mazurskie 15.90 1297 | 1294 | 1296 | 16.00| 16.63 | 15.80 | 1555 | 16.43 | 20.87 | 18.84
tédzkie 15.98 12.02 | 1362 | 1554 | 1517 | 16.07 | 1721 | 1711 | 16.50 | 17.06 | 19.46
Swietokrzyskie 16.12 1515 | 13.90 | 16.35 | 1615 | 16.51 | 16.83 | 16.64 | 1575 | 16.68 | 17.26
Podkarpackie 17.84 1314 | 13.63 | 1514 | 16.27 | 1995 | 2199 | 17.07 | 19.62 | 2028 | 21.33
Matopolskie 18.85 1242 | 1482 | 16.65 | 16.88 | 1898 | 19.32 | 2171 | 2274 | 2269 | 2223
Slgskie 20.06 1214 | 1793 | 21.26 | 24.20 | 2220 | 20.16 |20.41 | 20.22 | 20.86 | 21.19
Lubelskie 21.09 1735 | 1893 | 1893 | 1941 | 19.85 | 20.21 | 20.92 | 2351 | 23.92 | 27.84

Standard deviation of Voivodeship

) 2.34 196 2.46 255 2.82 2.89 293 2.75 334 3.66 3.97
compensation:

Source: Author’s own calculations based on reports on the performance of public service obligations in voivodeship railway passenger trans-
port and UTK data.

Revenue from transport services

Similarly, the fact chat che level of compensation provided by different Voivodeship governments is simi-
lar does not prove it is reasonable. By definition, its purpose is to cover the part of the operator’s costs which
were not financed by its revenues from ticket sales. Meanwhile, these revenues dircctly dcpcndcd on the num-
ber of‘passengers on trains, which, as mentioned earlier, was diverse across voivodeships (cf. Figure 1). The
change in the number of passengers on trains was a consequence of the range of transport services shaped by
voivodeship governments. Therefore, to assess the reasonableness of the compensation provided, it was nec-
essary to determine the income from tickets obtained by the operators. This includes a subsidy for the sale of
discount tickets for scudents as specified under law [Ustawa, 1992] because it also constitutes revenue for the
operator for the transport service. Data on the financial outcomes of railway companies based on their finan-
cial statements are presented in Appendix B. In order to compare the results obtained by individual railway

companies, the data have been converted into 1 train-km, and it was considered that individual operators,
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in their annual profit-and-loss accounts, accounted for the compensation received and the subsidy for dis-
count tickets in different ways. They were included in either “revenues from sales and equivalent” or other
operating revenues. Moreover, some operators changed their accounting method during the analysed period.
Przewozy Regionalne operated in most Voivodeships and most of the available data were aggregated for its
total operations throughout the country. Therefore, the revenues from ticket sales obtained by the company
in individual Voivodeships were estimated with the assumption that they were proportional to the number of
passengers — [tv=Qv * (Io - £ Cv — Cg) / Z Hv — where Itv is ticket revenue in voivodeship v, Qv is the num-
ber ofpassengers in Voivodeship v, lo is the company’s operating income, X Cv is the sum of compensation
from all voivodeship governments, Cg is the subsidy for discount tickets, and X Hv is the sum of passengers
in all Voivodeships. In order to broaden the observation perspective and highlight the differences in the scale
of generated revenues, agglomeration railways were also taken into account, for example the Gdansk-Gdy-
nia Urban Railroad (SKM Tréjmiasto) and Warsaw Commuter Railway (WKD). The Warsaw Urban Railroad
(SKM Warszawa) was omitted because it is the only railway company that does not generate revenues from
ticket sales, as tickets sold by the Public Transport Authority in Warsaw (ZTM Warszawa), to which it belongs,
are also valid on its trains. The results were sorted according to the average value over the analysed period and
presented in Table 3. The highest revenues were generated by agglomeration railways, which resulted from
the highcst attendance on their trains. Simiiarly, the lowest revenues were achieved by Arriva and Koicjc Dol-
noslaskie, a consequence of the peripheral nature of the lines they operated.

Table 3. Revenues from ticket sales generated by individual operators in voivodeships per operational
performance (PLN/ 1 train-km)

Operator Average | 2010 | 2011 | 2012 | 2013 | 2014 | 2015 | 2016 | 2017 | 2018 | 2019
Arriva 7.71 111 8.97 8.82 | 8881044 | 9.03 | 706 | 695 7.31 8.52
Koleje Dolnoslgskie 8.63 3.06 | 342 5.63 763 | 930 |10.02 | 1091 | 1125 | 1165 | 1345
tédzka Kolej Aglomeracyjna 11.28 - - - - 11.67 8.52 9.89 | 1167 | 1240 | 1355
Koleje Matopolskie 12.48 - - - - - nd. | 1328 | 13.83 | 11.21 | 1159
Koleje Slaskie 1376 - 16.87 | 1441 | 11.85 | 1372 | 13.81 | 1270 | 13.24 | 13.34 | 13.90
Koleje Wielkopolskie 14.06 - 19.08 | 11.39 | 1590 | 19.80 | 536 | 1729 | 16.88 | 1471 | 1541
Koleje Mazowieckie 2141 17.04 | 17.81 | 20.24 | 2233 | 2443 | 2541 | 2073 | 2121 | 2193 | 2294
WKD 24.44 22.04 | 2371 | 2399 | 2439 | 25.24 | 27.49 | 2524 | 2328 | 2440 | 24.65
SKM Tréjmiasto 30.55 21.85 | 25.77 | 3342 | 31.86 | 3242 | 3276 | 23.37 | 30.59 | 34.08 | 39.38
Przewozy Regionalne 10.52 9.14 | 10.00 | 10.61 | 11.04 | 13.97 | 11.70 | 10.70 | 10.69 8.60 | 877

Estimated for voivodeships:

Podlaskie 6.60 6.87 787 | 849 | 845 | 972 7.52 519 415 3.80 | 394
Lubelskie 7.26 768 | 810 | 876 8.73 9.77 7.91 6.69 | 616 436 | 4.40
Lubuskie 7.30 845 | 9.00| 9.23 8.02| 9.09| 762 | 623 635 | 462 | 437

tédzkie 7.43 7.40 8.64 8.21 7.83 7.98 5.80 5.28 8.07 7.30 774

Warmirisko-mazurskie 7.69 796 | 813 793 919 | 10.29 8.28 7.02 710 5.52 5.51

Podkarpackie 7.78 8.09 | 825 8.71 8.27 928 | 9.09| 753 712 575 5.67
Zachodniopomorskie 8.07 7.28 8.01 8.98 9.05 | 10.72 9.20 777 753 6.15 6.05
Swietokrzyskie 8.85 6.76 | 1047 | 13.01 | 1233 | 1152 9.19 726 | 686 | 572 5.35
Slgskie 9.65 11.83 | 12.22 | 11.78 748 | 1540 | 933 7.79 6.80| 6.52 7.40
Kujawsko-pomorskie 9.80 9.60 | 10.60 | 10.94 | 1091 | 13.88 | 1095 | 823 | 8.38 714 7.40
Opolskie 11.07 1116 | 11.97 | 13.40 | 15.06 | 13.98 | 1119 9.84 | 942 7.65 7.00
Matopolskie 11.54 1274 | 1403 | 1260 | 1276 | 10.96 | 10.85 | 1116 | 1223 | 10.28 7.80
Pomorskie 12.49 1228 | 1325 | 13.80 | 1352 | 1410 | 12.53 | 1252 | 11.98 | 10.07 | 10.83
Wielkopolskie 1611 11.83 | 1217 | 1548 | 20.24 | 2372 | 20.38 | 16.34 | 1491 | 1232 | 1371

Dolnoslgskie 18.27 10.05 | 10.72 | 1210 | 14.86 | 1916 | 21.67 | 21.98 | 23.36 | 22.47 | 26.38

Source: Author’s own calculations based on reports on the performzmcc of public service obligations in Voivodeship passenger 1'ailway rans-
port, annual reports of railway operators, and UTK data.
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Costs of services

In order to evaluate the efficiency of financing regional railway transport, it was necessary to determine
the average costs oflaunching trains by individual railway companies. When estimating these costs, their oper-
ating costs minus depreciation were taken into account as opposed to their current operating costs. This was
a result of the purchase of new rolling stock, which was often not financed by the operator but by voivode-
ship governments, the National Railway Fund, and EU funds. In addition, the amount of depreciation write-
offs is not always proportional to the actual life of the rolling stock. In order to broaden the perspective on
the costs, all passenger operators in Poland, including those outside the area of regional transport, were taken
into account. Table 4 presents the unit costs of railway transport per 1 train-km, sorted by the average value
in the analysed period.

In the case of operators who started their operations in the analysed period, the values of individual indi-
cators in their first year tended to not be reliable due to the costs of entering the market and, at the same
time, the initiaﬂy rclatively small [ransport operations. Therefore, for these operators, the first year of their

operation was omitted when calculating the average cost.

Table 4. Unit cost of launching a passenger train by railway companies, excluding depreciation costs (PLN/1

train-km)

Operator Average 2010 2011 2012 2013 2014 2015 2016 2017 2018 2019
Koleje Dolnosdlgskie 20.67 18.24 20.36 20.09 21.69 21.94 20.36 2110 21.07 21.02 | 20.82
tKA 25.06 * - - - - 48.45 25.37 25.65 24.28 24.56 2545
Przewozy Regionalne 26.04 2395 2515 2748 | 26.86 | 2917 26.94 | 2539 25.44 24.65 25.35
Arriva 26.15 14.82 2570 26.47 2836 | 2847 27.61 29.12 26.85 | 2816 25.94
Koleje Matopolskie 28.47* - - - - - 3489 | 28.63 | 2831 2871 28.22
WKD 29.22 24.92 26.18 3172 3152 29.50 | 3315 3458 | 2810 26.04 | 26.46
Koleje Wielkopolskie 30.51* - 50.73 3314 3175 3343 33.81 28.84 | 29.56 25.93 27.82
Koleje étqskie 3111* - 36.17 30.43 3473 3213 3198 | 29.82 | 3050 | 30.86 | 2845
Koleje Mazowieckie 3291 3142 3110 | 3012 30.59 3231 33.65 33.33 3330 | 3647 36.83
SKM Warszawa 34.25 27.08 | 32.05 | 29.42 | 29.89 | 29.85 | 3397 | 33.69 | 3877 | 4371 44.03
SKM Tréjmiasto 37.34 30.85 | 3446 | 3843 3541 36.91 3550 | 3448 37.47 4299 | 46.86
PKP InterCity 39.02 4056 | 39.32 38.84 | 39.82 | 4067 | 40.05 | 3640 | 3699 37.95 39.58

* Excluding th€ {"ITS[' year 0{: operation.

Source: ALl[hOI"S own calculations I)HSCd on reports and proﬁt—and—loss accounts Of‘ enterprisesr

The data gathered in Table 4 indicate that some operators incurred Signiﬁcantly higher unit costs of
transport. However, it should be borne in mind that Koleje Mazowieckie, SKM Warszawa and SKM Trojmi-
asto served 1arge urban areas, and that PKP Intercity was a 10ng—distar1ce operator. Their higher unit costs
resulted from the fact that they launched longer trains, which affected the costs of their maintenance, energy
for traction purposes, and infrastructure access rates. In addition, che rise in the unit cost for SKM Tréjmi—
asto, observed since 2016, resulted from its assumption of responsibility for the operation of Pomorska Kolej
Metropolitalna, which was provided with a more expensive diesel traction, a feature not previously used by
this operator. Taking all this into account, a comparison of the costs of individual companies shows that their
level was similar and that for most of them it did not change signiﬁcantly during the analysed period. Przewozy
Regionalne did not stand out from other operators, and it can be assumed that its average unit costs to launch
a train were similar throughout the country. This was due to the same amount of cost components. The com-
pany Przewozy Regionalne used the same type of rolling stock throughout Poland (electric motor units on elec-
trified lines and railbuses on other lines), and it has the same railway staff remuneration costs and rates for
access to the track infrastructure of the national company Polish Railway Lines (PLK). Differences in electric

energy consumption for traction purposes, resulting from the diverse profiles of railway lines (e.g., mountain-
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ous or lowland) or the density of stops along the route, did not affect the costs. Electricity consumption was
settled not according to actual consumption (e.g. kWh), but according to operational performance (train-km).
Any differences in the consumption of diesel fuel were negligible, in part due to the low share of diesel trac-

tion in passenger railway transport.

Results on transport activity

In order to compare the efﬁciency of individual operators based on financial data, their results on trans-
port activity were determined. These were calculated as revenue from the sale of tickets + subsidy for discount
tickets + compensation from the voivodeship government — (operating costs — depreciation). Separate ticket
revenue data could not be obtained for some operators, in which case "revenues from sales and equivalent”
were used. The obtained results were sorted according to the average value over the analysed period and are
presented in Table 5.

Table 5. Transport activity of railway companies per train-km

Operator Average 2010 2011 2012 2013 2014 2015 2016 2017 2018 2019
Koleje Wielkopolskie -1.88* - -6.90 -1.56 0.17 0.03 | -14.22 0.33 | -0.46 0.69 | -012
Przewozy Regionalne -0.50 -3.74 -2.00 -2.70 -1.88 117 0.58 114 156 -0.30 116
Koleje Matopolskie -0.39* - - - - - n.d. -3.61 064 | -0.12 1.52
Koleje Dolnoslgskie 0.95 -0.26 | -0.20 -1.06 145 114 1.44 122 1.87 1.49 2.40
Arriva 1.56 -1.01 2.95 2.37 1.68 0.58 0.31 0.23 241 1.35 471
SKM Tréjmiasto 171 -4.12 -3.21 0.87 3.04 1.86 3.88 3.61 5.30 2.47 342
Koleje Slgskie 230 * - -4.33 -2.05 | -518 528 476 4.39 378 2.46 491
tKA 2.84* - - - - -25.68 3.25 2.22 313 2.72 2.88
Koleje Mazowieckie 3.99 -0.78 0.87 3.82 6.72 7.96 776 4.59 2.44 1.95 457
SKM Warszawa 8.35 6.60 11.44 14.31 15.75 12.23 2.86 6.45 3.40 520 526
WKD 10.57 147 2.10 6.25 9.74 9.76 14.82 16.25 15.02 15.30 14.93

* Excluding the first year of operation

Source: Author’s own calculations based on reports and profit-and-loss accounts of enterprises and UTK data.

The results on transport activity presented in Table 5 indicate significant differences between individ-
ual railway companies, which are largely due to different forms of settlement and accounting of investments.
Some of the new rolling stock was purchased directly by voivodeship governments and then transferred or
lent to operators, meaning its purchase was not reflected in their profic-and-loss account. However, other
stock was purchased directly by operators, which resulted in the voivodeship government secking compen-
sation to cover not only current operating costs but also to enable the implementation of these investments.
Despite this, the level of compensation provided was not significantly higher than that of other operators
(cf. Table 2). Modern rolling stock is a crucial factor in developing an attractive range of regional railway ser-
vices. It encourages residents to reduce their use of private cars in favour of public transport. However, a pre-
requisite for the existence of such a service is that the voivodeship government, in its role as the organizer,
must incur the costs of purchasing new rolling stock. The best illustration of this is the last operator in Table 5,
the WKD company. In 2011, this company replaced most of its fleet with new rolling stock, the purchase of
which led to a significant change in transport activity. The decision by voivodeship governments to indirectly
finance rolling stock purchases stemmed from a desire to provide local government railways with their own
modern rolling stock in the face of the imminent launch of the Fourth Railway Package and the full opening
of the regional railway transport market.
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Net financial result of operators

For the reasons stated earlier, the previously determined results on fransport activity cannot be accurately
compared across different operators. Therefore, a more objective comparative measure is needed: the net finan-
cial resulc achieved by each operator. The obtained resulcs per train-km were sorted according to the average

value in the analysed period and are presented below in Table 6.

Table 6. Net financial result of railway companies per train-km

Operator Average 2010 2011 2012 2013 2014 2015 2016 2017 2018 2019
Koleje Slaskie -1.08* - -723 | =378 | -828 114 0.51 0.69 0.59 0.21 0.30
Przewozy Regionalne -0.24 -2.32 | -0.75 -0.68 | -096 | -011 -1.78 1.05 1.62 0.99 0.55
LKA -0.08* - - - - -2222 | -0.65 0.16 0.08 0.02 0.00
Koleje Wielkopolskie -0.07* - -0.92 | -0.27 018 013 012 012 0.04 0.08
Koleje Matopolskie 0.27* - - - - - n.d. -0.90 1.00 1.04 | -0.05
SKM Tréjmiasto 0.30 0.01 0.23 0.21 0.28 0.47 0.35 0.75 0.52 0.16 0.05
Arriva 0.40 0.00 | -070 | -021 | -0.36 | -0.24 0.33 | -0.85 211 0.52 3.45
Koleje Dolnoslgskie 0.42 -0.04 0.98 0.96 0.47 0.99 0.30 0.36 029 | -0.30 0.23
Koleje Mazowieckie 0.44 0.45 0.91 0.44 0.57 0.38 0.49 0.33 0.08 0.38 0.39
SKM Warszawa 1.01 0.97 191 1.68 070 117 1.01 0.73 120 0.10 0.66
WKD 136 0.34 0.00 0.00 1.00 1.04 179 2.88 2.25 215 210

* Excluding the ﬁrst year 0{: opcration

Source: ALl[hOl"S own calculations I)HSCd on reports and proﬁt—and—loss accounts 0{ enterprises and UTK dara.

The financial resules of all che operators were similar, showing that the level ofcompensation received did
not contribute to the achievement of excessive profits. The negative result of Koleje Slaskie was due to a number
oforgzmisation:ll errors in the first three years of its operation [Report, 2013], while the high resules of SKM
Warszawa and WKD were attributable to the indirect financing of new rolling stock purchases by voivode-
ship governments.

Przewozy Regionalne generated different revenues from tickets in individual voivodeships as a result of var-
ying attendance rates on trains (cf. Table 3). This made it difficult for each Voivodeship government to deter-
mine a reasonable level of compensation, while the diversification of the expected compensation allowed
the operator to cither overstate or underestimate its financial result. This raises the question of whether the
compensation provided by each voivodeship government was adequate to the transport services performed
ina given Voivodeship. In order to answer this question, the financial result of Przewozy Regionalne was esti-
mated for each voivodeship. Due to the previously described cost structure of operations, which was the same
throughout the country, it was concluded that the differences in the financial resules in individual voivode-
ships were affected by the number of trains and the level of compensation provided by each voivodeship gov-
ernment. Hitherto, it was assumed that revenues from the sale of tickets in individual Voivodeships were pro-
portional to the number of passengers (see Table 3), while all the other cost and revenue components were
proportional to the number of trains in operation and the length of their routes, which means operational
performance. Hence, the company’s financial result in voivodeship v was calculated as follows: revenue from
the sale of tickets in voivodeship v+ compensation of the voivodeship government v + (net financial resulc of
company — the sum of revenue from the sale of tickets — the sum of compensations of all voivodeship gov-
ernments)* operational performance in voivodeship v (train-km) / the sum of operational performance in all
voivodeships (train-km).

Table 7 shows the financial results estimated for these assumptions achieved by Przewozy Regionalne
in individual voivodeships per unit of operational performance (PLN/1 train-km) as well as the scandard devi-

ation of this result. The company achieved a positive financial result only in 2016, when its economic condi-
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tion stabilised. For this reason, the average values of the estimated financial result for individual voivodeships

were determined for the 2016-2019 period, according to which the data presented in Table 7 were sorted.

Table 7. Estimated net financial result of Przewozy Regionalne company in individual voivodeships per train-km

Voivodeship A;S;Cég—e 2010 2011 2012 2013 2014 2015 2016 2017 2018 2019
-2019

ggo‘fg]‘f%@g’;ghe 105 | -232 | -075 | -068 | 096 | -011 | -178 | 105| 162 | 099 | 055
Standard deviation 4.26 1.86 2.97 2.83 311 3.87 3.66 3.86 451 4.39 4.86
Podlaskie -5.14 -4.16 -6.19 -1.66 -4.40 | -6.23 -3.69 -4.65 -6.19 -3.67 -6.06
Kujawsko-pomorskie -4.88 -5.19 0.55 0.51 1.47 3.35 248 -4.25 -450 | -4.34 -6.42
Lubuskie -3.90 -1.15 172 -1.41 -4.49 -6.56 -6.42 -3.92 -2.89 | -322 -5.56
Opolskie -2.39 -3.02 | -050 | -215 0.31 -350 | -533 -1.95 -1.84 -1.26 -4.51
Zachodniopomorskie -2.22 -5.81 -4.71 -591 -4.82 -5.62 -5.86 -2.22 -248 | -0.92 -3.24
Swietokrzyskie -176 -2.85 -1.02 0.19 -0.02 -3.18 -3.39 -1.18 -234 | -0.59 -2.92
Warmirisko-mazurskie -0.43 -3.88 | -414 -7.43 -2.77 -4.11 =517 -2.46 -1.46 343 -1.21
tédzkie -0.16 -5.36 -298 | -4.61 -4.74 -6.63 -5.83 -234 | -0.57 1.06 121
Pomorskie 0.25 -2.82 -1.86 | -3.79 -2.95 -4.55 -4.27 181 1.80 -1.08 -1.55
Podkarpackie 142 -3.57 -3.34 -4.59 -3.27 -1.65 1.69 | -0.52 175 3.03 141
é[qskie 3.01 -0.99 4.63 4.07 4.00 5.79 0.06 3.05 2.09 423 2.66
Wielkopolskie 4.81 -1.57 -164 | -0.07 3.65 2.85 213 2.46 2.13 477 4.24
Lubelskie 498 0.23 1.82 | -076 0.26 -1.33 -1.07 2.64 4.84 5.56 6.89
Matopolskie 7.35 0.17 318 0.15 1.07 -1.19 0.49 714 9.15 9.08 4.02
Dolnoslgskie 9.29 -1.54 1.08 | =271 3.39 278 5.68 8.44 9.42 8.80 | 1048

Source: Author’s own calculations based on reports and proﬁr—and—loss account of Przewozy Regionalne and UTK data.

Discussion

The collected data indicate that the diversification of the financial result obtained by Przewozy Region-
alne in individual voivodeships increased over the studied period. This is well illustrated by the growing stand-
ard deviation of the financial result, as seen in Table 7. The visible growing differentiation of the result for
individual voivodeships is difficult to justify with the imperfections of the adopted estimation method. Three
groups of voivodeships can be distinguished: those in which the company obtained a clearly negative finan-
cial result (Podlaskie, Kujawsko-Pomorskie, Lubuskie and Opolskie voivodeships), those with a similar result
to the total result of the company, and those with a clearly positive result (Slaskie, Wielkopolskie, Lubelskie.
Matopolskie and Dolnoslgskie voivodeships).

The low financial result in the Podlaskie voivodeship was the result of low revenues from ticket sales
(cf. Table 3). This was a consequence of the limited range of transport services encouraging the local popula-
tion to become independent of public transport, as shown in Figure 1. Against the background of the nation-
wide turnout, which was approximately 00 passengers on regional trains on average, the turnout in the Pod-
laskie voivodship was around 20 passengers, with a strong downward trend.

The undervaluation of the compensation requested from the regional government in the Kujawsko—Po—
morskie Voivodeship appears to be a result of competition with the independent carrier Arriva operating
in the same Voivodeship. The undervaluation of compensation in the Opo]skie and Lubuskie Voivodeships
seems to stem from the fear of these regional governments to establish their own railway similar to Koleje
Dolnos/l%skie in the neighbouring Voivodeship or to choose that carrier instead ofPrzewozy Regionalne. This

indicates textbook monopoly behaviour in the face of potential competition.
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A similar example is the L6dz Voivodeship. Presented in Table 7, the trend of the estimated financial
result of Przewozy Regiona]ne indicates that uncil 2014 the level of compensation requested annuaily was
gradually reduced so as to discourage the voivodeship government from creating its own railway. However,
with the establishment of Lodzka Kolej Aglomeracyjna, the company’s behaviour changed dramatically. The
level of compensation increased every year, as a result of which in 2019 its value per operational performance
(crain-km) was almost 32% higher than in the case of Lodzka Kolej Aglomeracyjna.

In three voivodeships, Wielkopolskie, Malopolskie, and Dolnoslaskie, the financial result of Przewozy
Regionalne in 2010 and 2011 was almost equal to the average result of the entire company. This indicates that
the level of compensation was proportional to the revenues from ticket sales at that time. However, in the fol-
lowing years it rose far above the average, allowing the company to achieve abnormal profits. This seems to be
the resule of the development of local government railways established by these three voivodeships. These rail
carriers started their operations hy reinstating local lines that were once abandoned by Przewozy Regionalne
and which ran through areas with much lower population density. As a result, Przewozy Regionalne operated
only lines with the highest frequency, leading to higher revenues from ticket sales compared to local govern-
ment railways (see Table 3). Nevertheless, Przewozy chionainc demanded highcr compensation calculared per
operational performance (1 train-km) than those railways (see Appendix A). In 2019, it was over 44% higher
than in the case of Koleje Wielkopolskie, 40% higher than for Koleje Dolnoslaskie, and over 22% higher than
for Koleje Malopolskie. The presented behaviour of Przewozy Regionalne is a model illustration of the use of
a dominant market position. Voivodeship governments could not entirely forego Przewozy Regionalne’s ser-
vices because their local government raiiways lacked sufficient rolling stock to take over the operation of all
railway lines in the voivodeship.

In the Lubelskie Voivodeship, Przewozy Regionalne’s financial resulc has been significantly higher than
the average since 2016, yet the number of trains and revenues from ticket sales have droppcd dramaticaliy (see
Table 3 and Figure 1). It scems that the growing compensation was justified by the falling revenue. However,
with the structure of costs and revenues being unclear for the voivodeship government, the company was able
to take advantage of its monopoly position and achieve abnormal profits.

From the formal perspective, it is unacceptable to obtain abnormal revenues from the provision of pub-
lic services [Rozporzgdzenie, 2007]. However, the unit costs presented by Przewozy Regionalne to individual
voivodeship governments were merely declarative, while the actual costs of operational performance (train-km)
were similar throughout the country. The voivodeship governments were unable to verify them and refer to the
rates in other voivodeships, a finding corroborated by other studies [Krol, 2016: 44]. This practice allows the

company to freely determine the requested amount of compensation.

Summary

Our anaiysis demonstrates that determining the actual efiiciency of regional raiiway services is highiy
challenging. This article outlines the various methods used to estimate efficiency, but these do not allow for
unambiguous assessment and may lead to varied conclusions. On the one hand, this significantiy hinders the
optimal contracting of transport services. On the other hand, it allows the dominant company in the market
to engage in monopoiistic practices, which obViously reduces the efiiciency oi‘contracting. A clear exampie of
this is the nationwide company Przewozy Regionalne. With a balanced result of its total activity throughout
the country, the estimated financial result achieved in individual Voivodeships indicates significant dispropor—
tions. The diversification of compensation rates expected from individual voivodeships led, in effect, to the
cross-subsidisation ofraiiway transport. This is a very short—sighted poiicy by Przewozy Regionalne designed
to optimise profits in the nearest reporting period while maintaining the status of dominant market player.
However, it also motivates Voivodeship local governments to become independent from its services through

further purchases of new rolling stock for their own local government railways.
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Two decades have passed since the national rail company PKP started restructuring. During this time,
Voivodeship governments have become shareholders of Przewozy Regionalne, a company derived from PKP.
The primary drivers for these changes appear to be the concern over social unrest prompted by railway work-
ers’ protests, the desire to preserve the company’s dominant market position, and the fear of adverse conse-
quences of opening this market.

The main barrier to accessing the regional transport market is eapital—intensive rolling stock. The market
dominance of Przewozy Regionalne resulted from the rolling stock taken over from the state-owned PKP,
which created barriers that prevented other operators from accessing the market. For years, Przewozy Region-
alne’s rolling stock policy was limited to the gradual scrapping of its outdated rolling stock, while new vehi-
cles were purchased almost exclusively by voivodeship governments, primarﬂy for their own railways. This
explains Przewozy Regionalne’s behaviour. On the one hand, the company artificially inflated the level of com-
pensation expeeted from voivodeships with their own local government railways, which could not take over
the entire traffic due to insufficient rolling stock. On the other hand, it offered transport services for a rela-
tively low compensation rate in those Voivodeships which lent it a greater amount of new rol]ing stock. This
is a model example of the behaviour of a dominant company in the face of potential competition in the mar-
ket. The current organisation of regional railway transport makes it difficult to assess its efficiency and, conse-
quently, to select the optimal operator in economic terms. This, in turn, allows the dominant entity to exploit
its market position. This company employs cross-subsidisation of services to garner abnormal profits, lower
expectations in the face of potential competition, and artificially enhance its efficiency in areas where there
is real competition.

In the current system of contracting PSO services in Poland, real competition takes place only when the
operator is selected. Thus, ensuring non-discriminatory and potentially wide access to the market at this stage
is crucial for the development of regional railway transport. Meanwhile, transport organisers, represented by
voivodeship governments, seem to be consciously foregoing this possibility, despite years of good practice
in this area, as evidenced by the case of the Kujawsko-Pomorskie Voivodeship. In other voivodeships, the con-
ditions of tenders and the time it takes to resolve them practically made access to them impossible for enti-
ties other than those dominant in the market, or regional governments opted out of tenders and entrusted
the provision of services to the Przewozy Regionalne company.

In the face of the Fourth Railway Package, the conclusion of contracts for regional transport services with-
out a tender procedure in most voivodeships froze the market until 2030. At the same time, the key market
entry barrier posed by access to rolling stock was maintained. On the one hand, this hinders the development
of the regional transport market. On the other, it limits the beneficial effects of many investments co-financed
from EU funds throughout the country. The various ways in which regional railway transport has been trans-
formed in Poland to date warrant an attempt to formulate recommendations in this area. In light of this,
the subsequent transformations of Przewozy Regionalne, the dominant company in the market, enabled it
to maintain its monopoly in individual voivodeships through long-term contracts without a tender, a practice
that should be assessed negatively. Rising costs and a lack of choice in transport services result in limiting the
range of transport and deteriorate its quality. One solution that would reduce high market entry costs would
be to transfer all the rolling stock currently owned by the Przewozy Regionalne company toits co-owners, that
is voivodeship governments. More specifically, this would allow the company to make independent decisions
about modernisation and lend rolling stock to operators selected through open tenders. At the same time, it
is necessary to transform the current practice of‘ordering from railway companies a level of operational per-
formance (train-km) specified by the contracting authority, with an indicated number of trains on individual
routes, and replace it with mechanisms motivating railway companies to shape their services independently
in a way that maximises passenger flows. The role of the contracting authority should be limited to defining

the minimum required scope of services on individual railway lines.
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The potential for developing regional railway transport in Poland is reflected in how voivodeships have
become involved in the development of their own local government railways. Despite the shortcomings arising
from the lack of economic incentives to ensure operational efficiency, they have been able to offer an attrac-
tive range of transport services, resulting in an increased volume of transport. Therefore, it can be argued that
implementing more favourable solutions through fostering real competition between operators would enhance

the eﬁiciency of regional railway transport, Contributing to its revival in Poland.
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