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IMPROVEMENT OF ENERGY SAVING ECONOMIC
MECHANISM IN HOUSING AND PUBLIC UTILITIES:
DOMESTIC AND FOREIGN EXPERIENCE

The paper analyzes economic mechanisms of energy saving in Ukraine and abroad. It sug-
gests measures on how to improve them, taking into account international experience. The article
considers the development trends in alternative and renewable sources of energy.
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YIOCKOHAJIEHHS EKOHOMIYHOI'O MEXAHI3ZMY
EHEPTO3BEPEXEHH XKI': BITYN3HAHUN
TA MIKHAPOJIHUI TOCBIJ

Y cmammi npoanaaizoeano exonomiuni mexanizmu enepeosbepeixcenns 6 Ykpaini ma 3a
Kopoonom. 3anpononoéano 3axoou 3 ix YOOCKOHAAEHHS, 6PAX08YIOMU MINCHaAPOOHUL 00C6Io.
Po3zeasanymo mendenuii po3eumxy Hempaouuitinux ma 6i0HOBAI06AAbHUX 0cepea eHepeil.
Karwwuosi caoea: exorHomiuHuil mexauizm; Hcumao80-KomyHasvhe eocnodapcmeo (XKKI);
eHepeemuuna Oesneka, enepeozdepedceHHs; HempaouuiliHi i 6I0HOGAHEANbHI Odcepena eHepeil
(HBIE).

Taba. 1. Jlim. 16.

Enena B. JIpimuenko, FOmms B. Cugopenko
YCOBEPIIEHCTBOBAHUME DKOHOMMWYECKOI'O MEXAHU3MA
DHEPIOCBEPEXEHUS XKKX: OTEHECTBEHHbIU
N MEXJTYHAPOJ/IHbBIU OIIBIT

B cmamve npoanaausuposanvt sxoHomunecKue mexanuzmol Jnepeocoepexcenust 6 Ykpaune
u 3a pybexcom. Ilpedaoscenvt meponpusmusi no ux yCco6epuULeHCMBOBAHUIO, YHUMbIGAS
Mmexncoynapoousii  onoim. Paccmompenvt mendenuyuu pazeumus HempaouuUOHHBIX U
60300H08AAEMbBIX UCHIOUMHUKOB IHEP2UU.
Karoueevie caoea: sKoHomuueckuil MeXaHusm,; MCUAUUHO-KOMMYHAAbHOe Xo3siicmeo (XKKX);
oHepeemuueckas 0e30nacHocmb; dHepeocoepedicenue; HempaduyuoHHble U 60300H08ASeMble
ucmoynuku snepeuu (HBHUD).

Problem setting. Under contemporary conditions Ukraine is in a hard situation
due to the need of purchasing energy resources abroad. The topicality of this issue is
associated with vulnerability of governmental policies in industry and energy supplies
becoming critical, since all sectors, including housing and public utilities are the basis
for civilized and developed country.

An important condition of the energy security of Ukraine is economic reforms
based on the implementation of energy efficiency policy and creation of a stable and
active economic mechanism of energy saving.

Recent research and publications analysis. Currently Ukraine consumes approx-
imately 30% of all energy resources in housing and public utilities. This group of con-
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sumers, the only one in the recent years, has not decreased the volumes of energy
consumption. On housing with central heating Ukraine annually spends about 1.4 t
of conditional fuel per dweller per 1 sq.m, which is 50% more than in the USA and 3
times more than in Scandinavian countries (The State Statistics Committee of
Ukraine, 2010—2012; Wikipedia, 2013).

Analysis of developments in science and technology in Ukraine shows that it is
feasible to decrease the losses in production, transportation and supply of electrical
and thermal power by 23% on average (The National Institute for Strategic Studies,
2010; The best energy saving practices in cities, 2013; Kuzin, 2004).

Therefore, the main objectives in the development of housing and public utilities
sector include the implementation of energy saving measures and provision of quali-
ty services to consumers. These objectives may be fulfilled only via the development
of efficient economic mechanisms.

The notion "mechanism" in any context (economic mechanism, business mech-
anism, financial mechanism etc.), is characterized as semantically controversial.

In broad meaning the concept "mechanism” (from Greek pnxavn mechane —
machine) is understood as a system, transforming motion of one or more bodies into
the required motion of other bodies (Biletsky et al., 2004).

The concept of economic mechanism is debated in literature. Some authors,
similarly to the above example, identify it within economic management system.
Another group considers it as a complex of business and administrative principles,
whereas the third group sees it as the total of economic forms and techniques etc.

Many contemporary economists consider mechanism as a self-triggered drive;
they define business mechanism as the total of processes, administrative structures,
management techniques and legal regulations which provide implementation of spe-
cific economic laws (Rayzberg, 2010). This approach is mainly typical of legal
research publications.

Some scientists define business mechanism as a way of business system opera-
tions and emphasize that it is performed by the aggregate of industrial relations,
underlying this operation method (Derevyanko, 2004).

The Nobel prize winner in economics fundamental contributions to the theory
of the design of economic mechanisms (2007) L. Hurwicz identifies the concept of
mechanism with process. In his theory "mechanism" is a self-motion force. A game,
according to L. Hurwicz and S. Reiter (2006), has the following stages:

- participants of a game send a message to the centre (each individually);

- the centre processes all messages and finds the result;

- the centre announces the results.

In this case, participants of the game and their money are resources, the rules of
the game are the laws, which, in economics, may include regulations, bills, the cen-
tre in this case only adopts, finds and announces the result. Thus, the game develops
itself, its automation is evident.

Therefore, debate, variety, broadness of the concept "mechanism" uncovers
numerous opportunities for research.

Unresolved issues. Despite the availability of a number of academic papers,
devoted to the research into the economic mechanism of energy saving in housing
and public utilities in Ukraine and abroad, this field is still insufficiently studied.
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The aim of this paper is to analyze economic mechanisms of energy saving in
Ukraine and abroad, as well as to suggest measures on their improvement.

Key research findings. Formation of the economic mechanism of energy saving
by housing and utility enterprises is extremely urgent and provides for the use of alter-
native and renewable sources of energy.

An alternative and renewable source of energy is a way, device or facilities, which
enable generating electric power, replacing conventional sources. The alternative
power industry includes: solar power, wind power, alternative hydropower engineer-
ing (tide, wave power plants, use of smaller rivers power), biomass energy and geot-
hermal power engineering (Kuzin, 2004).

The development of alternative power industry demands significant investments.
This means the need for governmental support of large-scale power projects.
Developed countries pay serious attention to alternative and renewable sources of
energy in their power policies.

For example, in 2010, the US government invested 24 bln USD (20% of the total
investments volume) into the development of alternative and renewable sources of
energy. Using light detectors, installed on houses, 1.5 mln houses in the USA are sup-
plied with solar electric and thermal energy. Moreover, Barack Obama declared the
intention to provide tax exemptions in the amount of 2.5 bln USD to the companies,
operating at the alternative energy market (The National Institute for Strategic
Studies, 2010).

The Energy policy of the European Union provides for considerable rise of the
alternative power share in the structure of the EU-members' fuel and energy com-
plexes. According to the EU documents, 20% of electric power, consumed in the EU,
till 2020 has to be generated using alternative and renewable sources of energy.
Currently this share in Europe does not exceed 15% (Kuzin, 2004).

One of the global leaders in the alternative energy use is Germany, which in 2012
set the world record in the production of solar energy per hour. The produced power
provided approximately 50% of the country's need in energy. No other country has
approached this leved. So far nearly 20% of the country electric power demand is sup-
plied by alternative and renewable sources.

Despite successful use of solar energy, at the end of March 2012 Bundestag
approved the reduction of governmental support of solar energy. Thus, the authorities
decided to cut costs of the citizens for the energy reform, which is eventually funded
by taxpayers. Currently each household annually gives on average 70 euros to support
solar industry (Finance.ua, 2012). Thus, German producers of solar panels will have
to independently compete with Chinese manufacturers of similar products.

This country has a significant potential of alternative and renewable energy
sources development its energy potential is 80—100 mln tons of conditional fuel per
year, distributed as follows: wind energy — 31.4%, smaller hydropower engineering —
2.9%, solar energy — 6.3%, bio energy — 27.1%, artificial fuel gases and methane from
coal mines — approx. 16.9%. Other sources take up around 15.4% (The best energy
saving practices in cities, 2013).

Analyzing the energy strategy of Ukraine for the period till 2030, Table 1 shows
the forecast indices of using alternative and renewable energy sources by major devel-
opment fields (Energy Strategy of Ukraine, 2013). The Table 1 shows that till 2030 it
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is planned to significantly increase the volume of energy from alternative and renew-
able sources, whose share will exceed that, supplied by secondary energy sources.

Table 1. Forecast indices for the use of alternative and renewable
energy sources in Ukraine by major development fields,
min tons of conditional fuel per year

Fields of developing alternative and renewable Level ofgilevelopmentfof alternative and
renewable sources of energy by years
energy sources 2005 2010

Off-balance (secondary) sources of energy, total 13.85 15.96 18.5 22.2
Including mine methane 0.05 0.96 2.8 58
Renewable sources of energy, total 1.661 3.842 12.054 35.53
Including:
- bioenergy 1.3 2.7 6.3 9.2
- solar energy 0.003 0.032 0.284 1.1
- smaller hydropower engineering 0.12 0.52 0.85 1.13
- geothermal energy 0.02 0.08 0.19 0.7
- wind energy 0.018 0.21 0.53 0.7
- ambient energy 0.2 0.3 39 22.7
Total 15.51 19.83 30.55 57.73

Source: Energy Strategy of Ukraine up to 2030.

For the first time alternative and renewable energy sources were used in the
housing and public utilities sector of Ukraine as early as in 1996 (Berezan, Kyiv
region) in the form of a thermal pump to heat an administrative building. It is still in
operation. Another example of the domestic pioneer application of alternative
sources was the first solar system for street and yard lighting in the town of Ostrog,
Rivne region.

Furthermore, currently in the Autonomous Republic of Crimea there are
already 3 solar power plants in operation: "Rodnykove", "Okhotnykovo" and
"Perovo", built by the well-known Austrian company "Activ Solar". The total capaci-
ty of these power plants is 187.5 MW (the need of Crimea in electric power is about
1200 MW), that means that the prospects for the development of alternative power
industry are about 80%.

Considering a complicated situation in the community power industry in
Ukraine, it is reasonable to take the advantage, provided by the Kyoto protocol.
Efficiently using the mechanisms of joint implementation projects under this proto-
col, Ukraine may additionally gain foreign funds for the development and retrofitting
home industries, and for significant improvement of its environmental situation.

The introduction of Kyoto protocol mechanisms in Ukraine is the aim of the
National Environmental Investment Agency of Ukraine. However, according to the
estimates of public experts, governmental activities are one-sided, since they are
focused only on two priorities:

- joint implementation projects (what has been observed is more interfering
with this mechanism due to constant changes of conditions, rules and procedures of
the development, support and approval of these projects);

- trade in quotes, promoting implementation, however without transparency in
the use of the funds, which this mechanism may provide in practice.

European countries dynamically develop "green" power industry, optimally using
their nature potential. Ukraine makes attempts to keep up: in 2009 500 min UAH
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were allocated to the facilities of the Ministry of Housing Economy from the state
budget to develop alternative power engineering. 1.5 bln UAH were allocated to the
Ministry of Regional Development and Construction. It is apparent that the efficien-
cy of the governmental policies in the field of alternative power engineering mainly
depends on the applicable regulations.

Among the laws, regulating relations in the area of alternative power engineer-
ing, the main one is the law "Jn alternative sources of energy”, adopted in 2003. And
in 2008 the Verkhovna Rada of Ukraine passed the Law "On amendments to laws of
Ukraine on establishing the "green rate", in February 2009 the Law "On amendments
to regulations of Ukraine as to taxation and encouragement of using alternative
sources of energy and fuel". In April 2009, the Verkhovna Rada passed the Law "On
amendments to the law of Ukraine "On power industry" as to the encouragement of
using alternative energy sources.

Pursuant to the Law on the "green rate", the wholesale market of electric power
of Ukraine must purchase, at the "green rate", the electric power, generated by alter-
native and renewable energy sources. The "green rate" is approved by the National
committee for electric power regulation of Ukraine for business entities, which are
the producers of electric power from alternative and renewable sources of energy, for
the period of 10 years. The law establishes a clear settlement procedure for the "green
rate" by industries. This step enables facilitating the pricing procedures for energy
companies and make them more transparent. This way of encouraging the production
of electric power from alternative and renewable energy sources was applicable pro-
vided that the specific weight of materials, work and services of Ukrainian origin are
at least 15%. However, on 30 May 2013 the Verkhovna Rada of Ukraine registered a
draft law on amendments to the Law of Ukraine "On electric power industry", which
was adopted and became effective on 1 July 2013. According to this law, for wind,
solar and electric power plants operating on the biomass, whose construction started
after 1 January 2012 and commissioned after 1 July 2013, the share of domestic com-
ponents and work must be 30%, and for those commissioned after 1 July 2014 — 50%.
Electric power plants operating on biogas must meet the requirements of 30% domes-
tic work and service share since 1 January 2014 and 50% share — since 1 January 2015
(Biowatt, 2013). This law interferes with the rise of investments in the alternative
power industry of Ukraine. If it was only about the total volume of domestic work and
service, it would not yet become a serious problem. However, besides the 30—50%
quotas, the document provides for more detailed segmentation: specific volume of
investments has to be allocated to the purchase of boilers (percentage of the total
value of construction), another to the purchase of a turbine etc. Today it is this
requirement that can hardly be met by companies: they cannot find Ukrainian sup-
pliers of respective products. They are practically non-existent, and it is not clear
when they will be established. It should also be taken into account that the "green
rate" is considered to be among the highest in Europe. Ukraine is not so rich, and
domestic enterprises experience difficulties in purchasing energy resources at such
high rates.

The governmental support is needed for research institutions engaged in study-
ing alternative and renewable energy sources. It is necessary to organize governmen-
tal programs of professional training in alternative sources of energy. A number of

AKTYAJIbHI TTPOBJIEMWN EKOHOMIKW Ne5(155), 2014



EKOHOMIKA TA YNPABJIIHHSI HAL{IOHAJIbHUM roCrog4APCTBOM 101

alternative energy sources research centers have already been established: the
Institute of renewable energy of the National Academy of Sciences of Ukraine, the
Centre of wind energy in Kyiv. Research in the field of solar power engineering is
done in the Institute of Physics of Semiconductors of the National Academy of
Sciences of Ukraine. It is required to consider the possibility of carrying out training
courses in alternative power industry based on these institutions with governmental
support.

Moreover, it is required to clarify the mechanisms and guidelines of providing
preferences to the companies, operating at the market of alternative energy of
Ukraine. It is necessary to:

- simplify the procedure of companies registration, operating with alternative
and renewable energy sources, in the State Register, according to which a company
may be given preferences in the form of profit tax exemption;

- create a register of products of the alternative power industry, manufactured
abroad and imported with no import duty;

- form the procedure of arrangements with private regional energy companies
regarding the connection of power producers that use alternative and renewable ener-
gy sources to the general electric grid.

- regulate the issue of compensation of the energy companies costs, operating
with alternative and renewable energy sources, for the connection to the unified elec-
tric grid;

- provide priority access to low-interest loans for the producers of equipment,
generating energy from alternative and renewable sources of energy, and for the ener-
gy companies, operating with alternative and renewable energy sources. All these are
required since today there are no loan benefits for the development of alternative
power generating industry, and the loan interest rates are too high, thus not promot-
ing the development of this power industry in Ukraine.

Conclusion. The analysis of the situation at Ukrainian market of alternative ener-
gy demonstrates the need to improve economic mechanisms of energy saving at all
levels, focusing on the housing and public utilities sector, as one of the least efficient
energy resources consumer. This means the need of deeper understanding of the con-
cept of "mechanism"”, improvement of the existing legislation in order to introduce
mechanisms encouraging companies, operating with renewable energy resources,
development and implementation of economic mechanisms of energy saving, con-
sidering international experience of applying alternative sources of energy.
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®DiHaHCOBO-eKOHOMiUHiI MeXaHi3MH iHHOBANiiHO-iHBECTH-
niitnoro po3BuTKy Ykpainu: KojiekTHBHA HAYKOBA MOHO-
rpadis / Kupnuenko O.A., €poxin C.A. Ta in.; 3a Hayk.
pen. a.e.H., mpod. O.A. Kupuuenko. — K.: Hamionansna
akazaemisa ynpasiinas, 2008. — 252 c. Llina 6e3 noctaBku
— 25 rpH.

Monorpadgist mpucBsiuYeHa aKTyaJIbHil MpobieMi cBi-
TOBOI Ta BITYM3HSIHOI €KOHOMIUHOI HayKu, BMKJIAAeHI
TEOPETUKO-METOOJIOTIUHI MUTaHHS (hOPMYBaHHSI CTpa-
Terii iHHOBaLiiHO-IHBECTULIIITHOTO PO3BUTKY Hallio-
HaJIbHOI €KOHOMIKM Ta (popMyBaHHS 1i (piHAHCOBO-EKO-
HOMIYHOTO MeXaHi3My. B ocHOBY BuKJ1amy MaTepiaiay MO-
Horpadii mokyiageHi 6araTopiyHi JOCiIKEeHHSI HayKOB-
1LIiB B TajTy3i €EKOHOMiYHOI Teopii, (piHaHCIB Ta OAHKIBCh-
KOI cripaBH, $sIKi OyJIM arpoOOBaHi Ha CTOPiHKAaX aBTOPUTETHOTO XXypHasy "AKTyaabHi
npobnemu ekoHomiku" B 2004—2007 pokax. B moHorpagii oOrpyHTOBaHO ILISIXU
repexoay eKOHOMIYHOI CUCTeMM YKpaiHi Bil MiANPUEMCTBA [0 PiBHS Aep>KaBU Ha
OiTbII BUCOKMI LIMBLTi3alliliHUI piBeHb 3a paXyHOK CTBOPEHHSI e(DeKTUBHOTO (piHaH-
COBO-EKOHOMIYHOTIO MeXaHi3My iHHOBaLilfHO-iHBECTULIITHOTO PO3BUTKY.
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