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Abstract
This paper presents the assessment of possible impact of the European Union Directive 2012/34/EU implementation in Latvia. The aim of the paper is to find out how the Directive-detected rail system efficiency improvement measures are attributive for the Latvian rail market distinctions and to predict a possible impact to the state finances. The research is based on hypothetical-deductive procedures and the system object oriented analysis of highly cited relevant literature. 
It was concluded that consistent European Union transport policy can induce sufficient impact to the state budget, but the relevant economical effect could not be achieved. The obtained results should be considered in national transport development plans and state budget planning.
.
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Introduction
Despite the statement of the European Union (hereafter – EU) Directive 2012/34/EU, establishing a single European railway area, (hereafter – the Directive) that specific rules for Member States with an important share of rail traffic with third countries which have the same rail gauge which is the different from the main rail network, some specific regulations of the Directive don’t reflect the specific needs of those Member States. 
Methodology of Research   
The research is based on hypothetical-deductive procedures and the system object oriented analysis of highly cited relevant literature. During the research process, distinctive features of Baltic state railways were established and literature reviews on relevant cases of different countries were collected. Later, regulations of the Directive relevant to Latvian distinctions were deducted and verified for the Baltic states’ case.

The conclusions were based both on the interpretation of the cumulative study results and on the assessment of existing situation in Baltic state railways. 
Findings/Results
The majority of the rail shipment in Latvia is carried out in irregular cartage from neighboring countries on the single-track (trains can travel in only one direction at a time) and light running in West-East direction that causes invariant path allocation vs annual train schedule provided in the Directive. 
The Latvian railway organization form, meaning that public administration process is entrusted to a commercial undertaking, is mostly targeted on microeconomic behavior and not ready for multiannual state contracts provided by the Directive. The demand for infrastructure services has a strong competition among various transit corridors and depends on the price level throughout the supply chain as well as non-price factors. The level of usage of the rail infrastructure impacts the level of “the cost that is directly incurred as a result of operating the train service” and therefore mandatory amount of stated funding that is not foreseeable in the Latvian state budget. So far the infrastructure manager has used mainly the resources offered by the financial sector due to their availability, relatively low price and possibility to grant the loan without hypothecating property or shares.
The historical lack of investments resulted in highest in Europe (IRG-rail, 2014) average track access charges and the non-competitive technological bid for passenger transportation (low platforms, lack of locomotives and wagons, inefficient station services development).
Summarizing the above the following can be noticed: the European political heat might create state failures risks due to the inappropriate to Latvian case legislative proposals.  
Conclusions
It was concluded that consistent European Union transport policy can induce sufficient impact to the state budget, associated with increasing administrative intensity, complexity of charging and allocation proceedings and increasing control pressure. The relevant economical effect could not be achieved due to intensification of competiveness. The obtained results should be considered in national transport development plans and state budget planning.
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