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PECULIARITIESOF ENTERPRISE MANAGEMENT
INTHE MARKET OF HOUSING AND UTILITIES
SERVICESDURING THE REFORM OF THE INDUSTRY
(EXPERIENCE OF FOREIGN COUNTRIES)

Housing and communal economy (HCS) is the most itapbrelement of both social and
economic sphere of the national economy, a comgielti-branch industrial and technical
complex. For Ukraine, the problems of developméntausing and communal services are
of particular importance due to the high level epreciation of housing stock, the critical
state of utilities infrastructure, low quality adrsices, high resource loss. All these and other
factors for many years determine the social, envirental, political and other problems of
functioning of the complex, and as a consequerees h negative impact on the livelihood
of the population and the efficiency of the funofimy of enterprises, including other
industries. Therefore, systematization of the protd of functioning of the housing and
utilities sector and the definition of possible gpects for their solution is an urgent issue in
modern economic conditions.

Keywords: reform, management, local self-government, astonm of co-owners of
apartment buildings, housing fund.

1. INTRODUCTION

For many years, Ukraine has carried out global etarkforms, which affected all
spheres of the national economy, both material @ material — industry, agriculture,
science, education, etc. Housing and utilities,ottohately, remain one of the most
backward and inefficient sectors of the Ukraini@oreomy: with the huge expenditure of
human, financial and material resources the qualitytilities services is unsatisfactory.
But it is one of the most significant and importardustries, the state of which is of huge
importance on the quality of life of the entire pégtion. In the general process of reforming
the Ukrainian economy, the problem of reforming lbeising and utilities sector occupies
a special place. Firstly, it is one of the largesttors of the national economy, and secondly,
this industry is the most socially important. Ifstaikes in the reform of, for example, the
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coal industry, will affect not directly, but inditly and after a certain period, then any error
in the reform of the housing and utilities sectdll sause an immediate negative social
reaction, destabilization of the political situatiand unforeseen economic lossésMosa,
2012).

Although the reform of the housing and utilitiestee is currently a priority for the
Ukrainian economy, most of the activities withire thamework of the ongoing reform are
aimed more at maintaining the current performarfabe sector, rather than at its further
development and improvement.

2. RELEVANCE OF THE TOPIC

Ukrainian housing and utilities services are irtaesof severe crisis, as evidenced by
the high degree of dissatisfaction of citizenspitug into housing and utilities riots.
Reforming the housing and utilities services reggiat comprehensive approach, systematic
measures to improve the efficiency of its functigniOne of the main ways of reforms is
to change cardinally the system of providing hogsind utilities services, that is, the ways
of managing the enterprises of this sector. An irtgogd condition for implementing the
reform of housing and utilities services in Ukraigsethe study of foreign experience of
managing and providing housing and utilities sesicT his article considers the experience
of development of institutions of house owners; ljgdprivate partnership; advanced
training of management personnel employed in theose market competition in the
industry Komsuios, 2008).

3. STATEMENT OF THE PROBLEM

The domestic practice of management of residehigaises has not yet shown its
effectiveness and functionality, also, the legisiatframework of Ukraine does not give
clear and unambiguous explanations on the issumasfagement of enterprises of the
housing and utilities sector. To solve the problessociated with the management of the
housing stock, it is advisable to turn to foreigiperience, which introduces the most
advanced knowledge in the sphere of industry manege and regulation of relations
between enterprises in the market.

The purpose of the article is to analyze the proklef management of enterprises of
housing and utilities services in the conditionsreforming the industry. To solve this
problem, it is necessary to analyze the experiehceuntries that have achieved significant
results in the provision of housing and utilities\sces.

Issues of reforming of the sector, management térprises, regulation of relations
between enterprises, consumers of its servicestakéholders, have long been considered
by Ukrainian and foreign researchers, suctMad omova, V. Ignatov, S. Kirsanov, A.
Kazarova, L. Bezzubko, S. Evseeva, M. Gerasimov&l&vata, E. Skridlovska, M. Karel.

4. PECULIARITIES OF THE FUNCTIONING OF HOUSING AND COMMUNAL
SERVICESIN UKRAINE

Housing policy in Ukraine has undergone radicalnges over the past 25 years. Its
goals, principles of work, various tools and crdateew sources of financing have been
revised. Transformation of market conditions of agament in this area continues today.
Organization and management of housing construdtidgkraine since 2006 are carried
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out by the Ministry of housing and communal sersidkt the same time housing issues are
divided between two ministries: the first one ispensible for development and
implementation of state housing policy and staleep@and communal services; the second
one is the central body of the government for uglanning and construction. The sources
of funding for housing policy in Ukraine are al$@tregional and local budgets, as well as
state programs to support mortgage lending for gdamilies.

In 2008, to improve the efficiency and reliabilgfthe housing and communal services
and to ensure its stable development, the Law o&idk “National Program of reform and
development of housing and communal services” wispted Posnopsmxenns KMY
«[Ipo cxBanennst KoHuenuii po3BUTKY CHCTEMH JEp)KAaBHOTO PETYJIIOBAHHS IisUIBHOCTI
Cy0'e€KTIiB MPUPOJAHUX MOHOIIOJIHM HA PUHKY KOMYHaJIbHUX mocayr». 09.07.2008Ne 932).

In particular, the program was designed to enshee ftinctioning and dynamic
development of housing, safety, and affordabilifyhousing for all segments of the
population adequate quality and quantity, stimatainvestment in housing construction,
elimination of monopolization of construction, restruction, and maintenance of housing
stock and much more.

Local self-government bodies play a significaneriol the process of providing housing
and communal services in accordance with the caenpet established by the Law No.
280/97-VR “On Local Self-Government in Ukraine”.& managing subjects in the housing
and communal sphere can be a state managementzatgam homeowner’s associations,
or other association of tenant3afon VYkpainu ,IIpo MicueBe camoBpsayBaHHS B
Vkpaini“. Bizomocti Bepxosroi Panu Ykpainu (BBP), 1997 ,Ne 24,¢1.170)

In accordance with the Law of Ukraine No. 417-\{lin peculiarities of exercising the
right of ownership in an apartment building”, maeagnt of an apartment building must
provide favorable and safe living conditions faiizeins, proper maintenance of common
property in an apartment building, addressing issaiféhe use of said property, as well as
providing utility services to citizens living in el building. Bakon VYkpainu , Ilpo
0coOJIMBOCTI 31IHCHEHHS IIpaBa BJIACHOCTI y OaraTokBapTUpHOMY OyamHKY". Bimomocrti
BepxosHnoi Pagu Ykpainu (BBP), Big 14.05.2015Ne417-VIII)

The presence in Ukraine of state programs for #neldpment of the housing and
utilities sector indicates that this sector id stintrally regulated by state authorities. As for
the role of local governments in the implementatadrstate regulation in the relevant
markets, despite the desire of a number of muritigsto retain their regulatory functions
(mainly in tariff setting), under current condit®tocal authorities are not able to perform
market regulation in the district heating, watgp@y and wastewater disposal markets for
the following reasons:

1) local self-governments are owners of the respediverprises, so as a regulator,

they cannot make unbiased decisions with respebtioproperty;

2) local governments, having public utilities at théisposal, are not interested in the
emergence of a private operator in the marketdf@mple, in the supply of heat,
water supply and sewage disposal, or in the gdnarat heat energy), which cannot
but have an impact on regulation;

3) today for the implementation of professional refialain the markets of district
heating, water supply and sanitation, there areenough trained specialists even
for the central regulatory body, not to mention dpportunities for such regulation
at the local level,
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Housing and communal services include the housiogksand utilities. The housing
and utilities management system is built aroundbtisc business processes that represent
housing and utilities services to consumers. Hausimd communal services are divided
into collective and individual services that creatpublic good. Consumption of housing
and communal services is essential as it is aimsdtsfaction of basic physiological needs
of the population, which makes it practically impitde to completely refuse their
consumption or significantly reduce its volume. Maessidential and non-residential
facilities need these services. This leads to atemh demand and allows us to categorize
the housing and utilities sector as socially imaott During the reform of the housing and
utilities sector, which has been going on for mibv@n 25 years, there have been serious
institutional transformations in this sphere. Hoewa number of unresolved problems and
new difficulties have emerged.

Table 1 groups the main problems of the housinguitities sector and their causes.
Consumption of housing and communal services ianofirgent nature, as it is aimed at
meeting the basic physiological needs of the pdjmla which makes it practically
impossible to completely abandon their consumpt@rsignificantly reduce its volume.
Most residential and non-residential facilities ehéleese services. This leads to a constant
demand and allows the housing and utilities secttwe categorized as socially important.
The economic potential of the housing and utilggter is great. The housing and utilities
sector is an attractive economic sector in manynt@as. The use of market mechanisms
makes investing in the housing and utilities segtafitable. The sphere of housing and
communal services is very promising for the develept of small business and
entrepreneurship. However, in order to start artass, small businesses need the support
of the authorities, including financial support.

Table 1. Main problems of the housing and utilisestor and their causes.

Groups Problems Reasons
Physical detgnorayon of fixe For decades, worn-out funds have not heen
i assets of engineering systems replaced due to lack of fundin
Materllal and the industry p 9
technical — — - ;
Presence of dilapidated alInsufficient funding for new construction,
emergency housing inefficient use of budget funds
Debts of payment of housing a| Insufficient funding for new construction,
communal services inefficient use of budget funds
Financial Lack of comprehensive plans for the
Investment unattractiveness |development of municipal infrastructure Lack
the industry of government support for small and medium-
sized businesses in the industry
Imperfect legal and regulato| Delays by regional and local governments in
Legal ; o "
framework adapting legislation to local conditions
Lack of highly qualified Low wages in the [ndystry Insufﬁqent numhxer
Labor . - of educational institutions that train speciallsts
personnel in the industry - .
in the industry

The housing and utilities sector accounts for 20% e total energy consumption, and
64% of enterprises have private and mixed ownelishippe market of housing and utilities
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services. There is a positive experience of attrgamall business to the sphere of housing
and communal services in Ukraine. A number of sitiave converted certain services to
the full payment by the population, which is attiee to private enterprises. This is
especially true for the collection, transportationd recycling of solid domestic waste.

The efficiency of enterprises in the field of howgsand utilities services, determined by
a set of indicators, which include the quality bkit services, resource conservation,
effective financial management etc. is an impor&ement of the development of a modern
economy. In the course of work housing and utgitienterprises face many difficulties,
among which domestic researchers single out prablessociated with the provision of
quality services in the current economic environtmtre lack of competent management,
and the low level of legal and professional litgra€ both owners and staff et&gceesa,
I'epacumosa, 2012).

However, the existence of several problems highdigloy domestic researchers often
complicates enterprise management in the housidgitiities sector. The main problems
faced by managers in the sector include:

1. Lack of qualified personnel, both managerial anchuad laborers;

2. Low level of competition among companies, and & laicserious control, which

often results in an unsatisfactory quality of seeg;

3. Lack of strict and effective control mechanismsrobee management companies,

and thus, lack of consumers' influence on the caonegan this field;

4. Unattractiveness of the sector for private invesit:ielue to a long payback period.

(Xaitpymuna, [llakuposa, & 3unnypos, 2014).

5. FEATURES OF THE FUNCTIONING OF HOUSING AND COMMUNAL
SERVICESIN THE WORLD

The existing approaches to management of housidgiéity services abroad basically
boil down to the fact that municipal authoritiegutate the work of private enterprises and
protect the rights of the population and guarahtgh-quality and uninterrupted services.

In such countries as the USA, Sweden, Finland, @eym Poland, England
management of housing and utilities sector is d kifbusiness. Management is carried out
by management companies, which are remuneratedh&r work. The homeowners'
association (association or partnership) is resptaor the maintenance of the building
to the owners. (Deutsch-Tschechische Industrie- idaddelskammer. Zielmarktanalyse
2020 mit Profilen der Marktakteure. 01.07.20200[€2& shows the peculiarities of housing
and communal services management in foreign camtiunaii, 2012).

Table 2 shows that abroad the forms of managenidmusing and communal services
are very diverse. From the conclusion of individeahtracts of each resident of an
apartment house, or all residents of one house diftbrent suppliers of resources, as in
England and Germany, to the management of the sgifiévousing and communal services
with 100% municipal capital as in Poland.

Thus, having analyzed the situation with refornthef sphere of housing and communal
services in different countries of the world ifpigssible to note that everywhere there was
a privatization of the housing stock. The sharbafieowners in the countries of Europe is
from 50 to 80%. As for the United States, the sludileomeowners is about 70 percent. If
there are owners, there is a market for the prowisi public services, which should meet
the growing demand for high-quality services froomteowners. In some countries in
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Europe and especially in Central Europe, the sbitenants is still large. In Scandinavia,
this share is between 13-20%. In the U.S. about 3084re is, however, a gradual tendency
towards a decrease in their share. In sociallyntek countries and countries of the former
socialist camp, there is still municipal ownersbiphousing. Such housing is found in
Sweden and the CE countries. Its share ranges3nmm 8%. Such housing is mainly used
for low-income groups of the population. As for rmgament of housing and provision of
housing and communal services, during the refaris,darried out mainly with the help of
management companies and homeowners themselvesinAting countries of Europe
preference is given to the latter. Their sharébizua 70% in Finland.

Table 2. Features of management of housing and corinservices in foreign countries

Country Peculiarities of housing and utilities management Result

Existence of unions or associations of tenants mbaitor the
quality of housing services. Influence politicalrjies have
regional and local branches Existence of two modsl
payment for services:

Sweden 1. “Discount model” - choosing and paying only foe
services that the tenant needs.

2. The “depreciation model” - reduction of fees dervices in
case of careful handling of the property. Existeoica
housing court.

Each apartment building is managed independenthad its
own "coffers", the number of contributions to whish
determined at the general meeting. For cleaning and
maintaining cleanliness residents can hire a manhgehis

Ensuring
transparency of
management
structures and
tariffs, suppressing
corruption

Full autonomy o

Germany services are paid for additionally. Each apartnosvrier re_5|_ole_nt_s,
. . minimizing costs
concludes a contract with a supplier of resourceater,
electricity, gas. Heating for each house is autamgn the
construction of a boiler room (boiler room).
There is a broad market for highly specialized ises/in the
maintenance and repair of housing and maintenance o A hiahl
engineering networks and facilities. There is adrfee highly 9 Iy d K
skilled management and knowledge of the contragtiagket specialized market
USA for utilities. The

and technology. Each state has its own routinesieyiéor

utility bills is automatically deducted monthly frothe bank | 2PSENCe of rent as

account. Housing tax in the U.S. is levied annuaiig is 13% such.

of the market value of the property.

The existence of only private companies - supplérs Independent
resources. Each resident chooses their own resprouiler, sourging of

England and can change them if necessary, but no moreatheam a
week. Resource providers can be different, for exangme
sells electricity during the day and another ahhig

The housing and utilities sector is managed byra-gtock
company with 100% state (municipal) capital. Appég of
public utilities are combined into a single statered
company. It manages finances, resource productidn a
monitoring. Suppliers of resources may have diffeferms
of ownership.

resources to
minimize rent

Providing  quality
services. Ensurin
reliable operation g
the housing an
utilities sector

Poland

O
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Table 2 (cont.). Features of management of houaimdj communal services in foreign

countries

Country

Peculiarities of housing and utilities management

Result

Finland

The association of houses into joint-stock compgriié% are
managed by management companies (MC), 30% -

independently. The MC is responsible for the daily costs and
management under a management contract. The contrac | application of
contains a list of services, their rates and caomstof advanced
provision. The MC chooses the operating organizatton technologies (e.g.,
provide different kinds of services. Operating arigations | availability of

provide housing and communal services independently
under contracts with specialized firms (repair andstruction
landscaping, security, garbage collection, etdg ®perating
organization reports annually to the residentsememues and
expenditures. In large cities, utility systems iarenunicipal

Minimization of

backup oil stations
during periods of

low temperatures (
30° C) and the use
of secondary heat

ownership. Heating and water supply are centraliPegdver
plants may be privately owned.

from homes)

In all European countries during the reform of loeising and utilities sector there was
a sharp increase in tariffs, in Eastern Europe theseased by more than 10 times. In the
countries of Western Europe, the growth correlatachly with the growth of energy prices
and inflation and was about 2-3 times. It shoulchbtad that sharp growth of tariffs was
observed in the case of state and not always affectgulation. In Western Europe and the
United States, tariffs are set in a decentralizeahmar, mainly by the organizations
providing services in the field of housing and pabtilities. (Brauer, 2003).

Many countries use public-private partnerships eodcession agreements between
private firms and municipal authorities to reforet housing and utilities sector.
Concession agreements exist not only in the maamkes of infrastructure, but also in the
construction of houses. The British and German nsodd housing and utilities
management are somewhat different from other cmstHere all the systems of life
support of the population have been transferrgttit@te hands.

The analysis allowed us to group the common problefmanagement of housing and
communal services in Ukraine and abroad. The swiwdf these problems will depend on
the modernization of existing business processes.

In Europe, the management of housing and commenalces is regarded as a separate
business activity. In this case, the responsibfbitythe key management decisions in this
area is vested in the association of homeowners, avd entitled both to sign a contract
with a management company and to independentijvesadl issues arising in the operation
of housing. This increases the role of personalassibility of each citizen for the condition
of housing. In contrast to Ukraine, where the saatiempt was made to delegate the
responsibility for maintenance of premises, in nibgtopean countries the obligation of
citizens to join homeowners' associations simulttasky with the purchase of real estate is
legislatively fixed. This also leads to the facatttamong contractors there is a growth of
companies with highly specialized activities (fomple, companies specializing only in
the repair of engineering networks), allowing théonprovide better services to the
population, as well as to reduce co&scfiibesa, 2006).
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In most European countries, such as France, thehCRepublic, Slovakia, etc.,
management in the field of housing and utilities/ees is considered a separate type of
business activity for which the management orgdiaizas paid by the premise's owners,
and the liability to the owners for the maintenarafethe building is borne by the
homeowners' association. It should also be empbd@dsithat the approach to the
management of apartment buildings, which is folldwey managers in most Western
countries, is based on the fact that the managemmyainization works based on an
agreement with the association of homeowners, ahdith individual owners.

To improve the economic efficiency of activitiegngce organizations in Eastern
Europe have divided into more specialized orgaiuirat Thus, market development goes
in the direction of increasing competition betweenganizations with the same
specialization, for example, maintenance of intehwause heating is carried out by one
company, maintenance of metering devices on heagistgms - by the second company.
Accordingly, the manager should know the contraotarket, the advantages of the use of
various technologies, be familiar with the pridesye different tools for financing, and act
as a consultant of homeowners on these issuesepagation of management of apartment
buildings into an independent type of activity adnites to the increase of proposals from
professional managers and the formation of a cathygetmarket of management services,
the development of small and individual entrepresieip in the field of management of
housing.

An important feature of the legal regime of redhesin apartment buildings is that all
owners of residential premises, along with the psemthey own, own a share of the
common property in the apartment building. The éstablishes strict requirements for the
owner to bear the obligatory common expenses om#irtenance of the common property
in the apartment building. The burden of mainteeameans not only bearing obligatory
expenses, but also the duty of the owner to takasores to ensure safety, security,
technical serviceability, and proper sanitary ctiadi of the common property in the
apartment building. The owner must make decisiomstake care of the organization of
the maintenance of the building. If the house dm¢sneet legally established requirements
for the safety and quality of residential real &stall premises' owners in the house are
equally responsible to state supervisory bodiksifsa, 2012).

In Ukraine, the emergence of housing associatiengvell as housing management
companies largely depends on the policies of Igoakernments. It depends on them, first
of all, whether equal conditions will be createddocess to the market of housing services
provider for enterprises of different organizatibleal forms of ownershipKomsuios,
2008).

Interaction between municipal organizations anggte companies can and should be
conducted in a way that promotes reasonable cotigretiFor example, when contracting
out part of the scope of certain work, the municiparvice is forced to enter into
a competitive struggle with a private company. Aipiee effect can be achieved if the
municipal organization only takes on the role & treveloper of the terms of reference and
the controller, monitoring compliance with the terof the contract. However, in this case,
the increase in productivity will occur only if tlkempetition among private firms is high
and there is no corruptioBgcunsera, 2006).

Public-private partnership in various infrastruetuspheres has shown its high
efficiency, which determines the feasibility of mgiits models in the process of improving
the organizational and legal forms of relationsagetn municipal governments and public
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utilities. Thus, the experience of other countshews a variety of forms of management
of public infrastructure enterprises, allowing thénrationally distribute responsibilities
and risks between the municipal and private buse®sThe large-scale and complexity of
the solution of economic, social, and other prolsl@imanagement of housing and utilities
services in Ukraine requires a comprehensive appraae effective use of accumulated
foreign experience, and its adaptation to the pliegasocio-economic and political
conditions.

6. PROPOSALSFOR REFORMING THE MANAGEMENT PROCESS
OF HOUSING AND COMMUNAL ENTERPRISESIN UKRAINE

Summarizing the diversity of theoretical knowledayed practical experience in the
management of housing in developed countries,alh@fing directions for reforming the
management of housing and utilities enterprisddkiraine can be proposed:

1. A change in the mentality of homeowners, who p&edéhe maintenance of their
housing stock as a burden of costs, while in mosstéfn countries, citizens regard
the purchase of housing ownership as an investfirargstment) and understand
maintenance as an activity that ensures the safietly proper condition of the
property.

2. Transition to highly specialized service of apantirfguildings. In the world practice
of management of apartment buildings, the approabbre the owners make
management decisions within the framework of treoeigition created by them —
a legal entity, and the execution of decisions emérusted to a professional
management organization based on the contractssoften used. This approach to
the management of apartment buildings can be cereidthe best because
management activities are carried out on a prafaasievel, the quality of services
corresponds to the needs and capabilities of homexsyand the democratic norms
of making management decisions by homeowners apected. Also, an advantage
for homeowners when creating a partnership is tissipility to control the spending
of their funds Hruaros, 2004). In Ukraine, it is characteristic that iy housing
organizations seek to provide the entire rangeeofises for the management,
maintenance, and repair of apartment buildingsheir bwn. Such universality of
management organizations leads to a significan¢reation in the quality of
housing and utilities services.

3. Insurance of the activities of management companies most countries
management in the field of housing and utilitiesviees is considered to be
a separate type of business activity that requiss insurance. The market of
housing and utilities services forms requiremeatsminagement companies, non-
compliance with which makes a company uncompetifiiest of all, this applies to
the insurance by the managing company (managern}sotivil and material
responsibility arising if improper actions of theamager caused damage to the
homeowner's property, which is especially develojpechost countries of Europe
and America. The introduction of this approachhie tegislation of Ukraine will
dramatically change the situation with the quadityousing and communal services
(Kupcanos, 2011).

4. Information openness and transparency of managem@mpanies. The main
complaints of Ukrainian citizens to management camnigs are related to a lack of
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understanding of what constitutes tariffs for hagsand utility services and how the
cost of these components is calculated. Many pesfalie regular unreasonable
overpricing of tariffs by management companiesaliyen the payment documents.
In this case, the experience of Finland and Franbere information technology is

an important component of public services, is usdfiue collection and processing
of information and the interaction of utilities @rer, 2003) companies with

consumers and government agencies are automagenkral, the entire process of
personal interaction between the consumer andetiwice provider can take place
via the Internet or other information resourcéssgposa, 2015).

Thus, to solve the system problems in the spheprafision of housing and utilities
services in Ukraine, it is useful to study the figsiinternational experience tested over
time. At the same time, it is possible to build iteique model of management of
multifamily residential buildings, which will be bad on the best foreign analogs, but take
into account the specifics and characteristics haf Ukrainian housing and utilities
economy.

7. CONCLUSIONS

Although most enterprise management problems ihdlusing and utilities sphere must
be solved at the legislative level, several potds be implemented by the enterprises
already today. For instance, looking for contrastawith narrower specialization,
simplification of requirements for contractors tarticipate in tenders, looking for
personnel with higher education and taking intocact the personal qualities of the
employee, interaction with educational institutiatisectly to attract potential employees,
or formation of a new relationship with entreprersewho rent premises in apartment
buildings.
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