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DECENTRALIZED PRICING MANAGEMENT IN HOUSING AND MUNICIPAL ECONOMY
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Actuality of research theme. The process of Ukraine's integration into the European Community actualizes the issue
of the compliance of the administrative and territorial structure with European principles of regional and local development
organization, and the formation of local self-government. Nowadays the problem of developing an effective system of
management of the infrastructure united territorial communities (UTCs) formation in the context of administrative and
territorial reform implementation based on the principles of decentralization becomes especially acute.

Problem statement. Nowadays conditions, the reform of the administrative-territorial structure and the
decentralization of power in Ukraine require special attention to the problem of housing and communal services
management, since its maintenance is ensured by local authorities and created in the process of reforming the
united territorial communities (OTCs).

Analysis of the last researches and publications. The modern aspects of decision of problems of development
of territorial communities and local self-government such scientists engage in, as Pavliuk A. P., Oliinyk D. I.,
Batalov O. A., Datsko O. I., Murkovych L. L., Molodozhen Yu. B.and other [1-4]. The results of own researches of
problem are in to [5-13].

Selection of unexplored parts of general issue. The new administrative and territorial system should become
the basis for constructing a new model of territorial administration, based on the principles of decentralization,
subsidiarity, balance of national interests with regional and territorial communities’ interests representation, local
self-governance widespread, territorial communities™ power and autonomy, coherence with natural geographical
capacity. That is why the problem of mechanism for managing regional housing and communal services programs
and to determine the optimal pricing models taking into account world experience

Task statement, research aim. To search for new mechanisms of efficient pricing management in housing and
utilities using world experience and peculiarities of domestic business practices

Method or methodology of realization of research. In the process of realization researches drawn on scientific
(analysis and synthesis, induction and deduction, analytical grouping) and special (abstracting, economical-
mathematical design, etc.) methods of study of the economic phenomena and processes.

Exposition of basic material (job performances). In the world practice certain methods of pricing under
natural monopoly were formed. The analysis of the essence and peculiarities of these methods to adopt the best
practices:

a) Rate of return regulation. This is the most traditional approach to set price of goods (services) of natural
monopolies. It is based on cost-plus pricing calculation. It is used in Ukraine.

b) Price cap regulation (price restrictions). The method's essence is to set fixed maximum price limitations by
the regulatory institution. The institution has the right to set the price, which is lower or equals the limit, and to
profit. As the profit does not correlate to costs, there is the stimulating mechanism to cut them. The model assumes
quite a long period between tariff revisions — 4-5 years.

¢) Profit-sharing plan with sliding scale. Unlike the previous method, in which natural monopoly gains significant
profits, this method assumes to use the sliding scale of profit distribution between a producer and a consumer.

d) Price discrimination. Price discrimination is a pricing strategy that charges customers or their groups’
different prices for the same product or service. Price difference does not depend on production costs or supply
costs. Price discrimination is possible if consumers’ direct price elasticity of demand is different.

Conclusions. The analysis of the natural monopoly's world pricing practice, including national housing and
utilities sector has been carried out. It has been stated that the main methods of monopoalistic pricing are: rate of
return regulation; price cap regulation (price restrictions); profit-sharing plan with sliding scale; price
discrimination; multi-rate tariffs; pricing for different competition forms, compatible with natural monopoly.

The obtained findings prove the necessity of modification to the housing and utilities sector’'s monopoly market
by implementation of competition elements.
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AOELUEHTPANI3OBAHE YIMNPABJIIHHA ULIHOYTBOPEHHSA
Y XUTINIOBO-KOMYHAJIbHOMY OCIMOAAPCTBI

lNopowkosa Jl. A.,

Bonkos B. I,

Xno6ucrtos €. B.

AkmyarnbHicmb memu docnidxeHHs. [pouec iHmeapysaHHs1 YkpaiHu do €eporelicbkoeo Criiemosapucmea
akmyaniaye numatHs 8idrnosiOHocmi aGMiHicmpamueHO-mepumopianbHO20 yCmpoio €8pONelicbKUM npuHUUnam
opeaHisauji yrnpaeniHHs1 peeioHalbHUM i MicyesumM pOo38UMKOM, po3bydosu micuesoeo camospsidysaHHs. Y
cy4acHuUx ymoeax pearnizauyii adMiHicmpamueHo-mepumopianbHOi pegopmu Ha 3acadax OeueHmpaltizauil,
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ocobnueoi akmyanbHocmi  Habysae rnpobrniema ¢hopMy8aHHsT eheKmuUBHOI cucmemu  yrpaesiiHHs
iHgbpacmpykmypoto 06’edHaHUx mepumopianbHux gpomad.

lNocmaHoska npobrnemu. B cydyacHUx ymogax peghopmyeaHHs1 adMiHicmpamueHO-mepumopiasibHoO20 yCmpor
ma OeueHmpanizayii enadu 6 YkpaiHi nompebyrompb 0cobnugoi ygazu npobnemu ynpassniHHS XXumioeo-
KOMyHaribHUM 20crnodapcmeoM, OCKifbKU (020 ympuMaHHs1 3abesrnedyromb Micuesi opaaHu OepxxkagHoi enadu
ma cmeopeHi y npoueci pegpopmysaHHs1 06°e0HaHi mepumopiarnbHi epomadu (OTT).

AHaniz ocmaHHix 0ocnidxeHb i nybnikayit. CydyacHUMU acriekmamu eupilleHHs rpobnem po3sumky
mepumopiasibHUX 2pomad ma Micuyesoao camospsidyeaHHs 3aliMarombCsi maki 84eHi, sk [Maemok A. I1., OnidHuk
4. I, bamarnos O. A., Hauko O. ., Mypkosuy J1. J1., MonodoxeH FO. b. ma iH. [1-4]. Pe3ynbmamu enacHux
docnidxeHb rpobremu HagedeHi 8 [5-13].

BudinerHsi HedocnidxeHUX YacmuH 3azanbHoi npobnemu. Hoeul admiHicmpamueHo-mepumopiabHul
ycmpili Mae cmamu OCHOB010 r1obydosu HOB0I MOOesli mepumopianibHO20 yrpaesiiHHS, 3acHO8aHOI Ha 3acadax
OeueHmpanizauii, cybcudiapHocmi, 6anaHcy 3azarnbHOHaUioHallbHUX iHmMepecie 3 iHmepecamu HacesieHHS
pezioHie ma mepumopianbHuUx egpomad, Mo8coOHOCMI Micyesoao camoepsidy8aHHs, CrPOMOXHOCMI ma
camocmitiHocmi mepumopianbHUx 2pomad, y3200xeHocmi 3 npupodHo-zeoepagiyHUM rnomeHuianom. Came
momy Ha ocobnugy yeazy 3acryz2oeye rnpobriemMa yrnpassniHHS (opMy8aHHSI MeXaHi3My yrpaesniHHs
pezioHanbHUMU rpoepamamu XUumo80-KOMyHallbHO20 20crnodapcmea ma 8U3Ha4YeHHs1 onmumarbHuUx Modenel
UIHOYmMBOPEHHS 3 ypaxysaHHsIM c8imoeoeo Aoceidy.

lMocmaHoska 3ag0aHHs, Memu OoCiOKeHHs. 30itcHUMU rMowyK HO8UX MexaHi3Mie egheKmu8HO20 yrpassiiHHSA
UIHOYMBOPEHHSI Yy XUMII080-KOMYyHaslbHOMY eocriodapcmei 3 euxkopucmaHHsaM c€e8imogoeo 0oceidy ma
ocobnusocmel 8iMYU3HSAHOI pakmuKku 20CrnodaprogaHHs.

Memod abo memodornozisi npoeedeHHs1 OOCMiOXKeHHS. Y npoueci npoeedeHHs1 GOCIOXKeHHSI 8UKopuUCMaHi
3azaribHOHayKo8i (aHari3 ma cuHme3s, iHOyKuis ma 0edyKuis, aHaslimuyYHe 2pyry8aHHsi) ma crieyjiasibHi (abcmpazaysaHHs,
E©KOHOMIKO-Mamemamuy4He MOOerTito8aHHs1 i m. iH.) Memoou 8UBHEHHST EKOHOMIYHUX Si8ULL, i POUECs.

BuknadeHHs1 ocHoeHO20 Mamepiany (pe3ynbmamu pobomu). Ceimoea npakmuka UiHOYMEOPEHHST Y
pUPOOHUX MOHOIMOJIsAX cghopmysarsia resHi Mmemodu. NpoaHanizogaHi cymHicme ma ocobrniueocmi yux memodie
3 MEemOoI0 3aro3uY4eHsb iX Mno3umueHo2o 0oceidy:

a) PezayrnrogaHHs Hopmu nipubymky. Lle Halbinbw mpaduuitiHul nidxid do 8ecmaHOBMeHHs1 UiH Ha moesapu
(mocriyau) NpupodHUX MOHormoit. B (1020 ocHOBY MOKNadeHO KalbKyrreaHHs 3a NPUHUUNOM «8umpamu rnitc
suryck». BiH sukopucmosyembcsi i 8 YKpaiHi.

6) PeayriosaHHs1 8epxHbOI Mexi mapugdy (uiHose rimimysarHsi)). CymHicmb Memoda rosisi2ae y 8CmMaHoB/1eHHI
pikcosaHUX MaKkcuMaribHUX UiHOBUX IiMimig, WO 6CMaHOBMIEMBCA peaynoyor gipmor. Dipmi A0368051€HO
8u3Ha4Yamu UiHy meHuwy, abo maky, wo OOpI6HIOE fiMimy ma npusnacHieamu ompumaHuli npubymok. YHaciook
moeo, wo npubymok hipMu He 3anexums 6i0 sumpam, 8UHUKAE CMUMYJIIFOOHUL MexaHi3aM w000 iX CKOPOYEHHS.
Modens nepedbaqae docums mpusasnuli MPOMIKOK Yacy Mix riepeansidom mapucgbie — 4-5 pokis.

8) Cxema yvacmi y npubymky i3 pyxoMor (K083Koro) wkamnot. Ha eidmiHy 6id nonepedHb020 Memoda, 3a
KO20 rpupodHa MOHOIMOMIA MOXe ompuMysamu cymmesi npubymku, uel memold nepedbayae, WO
8UKOPUCMOBYEMbCS KOB3Ka wkKarsa po3nodifny rnpubymky MiX 8UpOBHUKOM ma CrioxXugayem.

2) LliHoea duckpuminauis. LliHoea OuCKpuMiHauisi — rnpakmuka 3a siKoI UiHU Ha OOHi U mi X bsiaza Oris pi3HUX
rokynuje abo ix epyrn, ecmaHoenrmMbCs PisHi. [lpu UboMy po36iKHOCMI 8 UjHI He 3anexamb ei0 sumpam Ha
8uUpobHULUMEo ma docmaeky briaza. LliHoea OuCKpUMIHaU,isi MOXIIU8a, SIKUO rpsiMa eiaCmuYyHicme rnonumy Ha moeap
3a UJHOI0 y PI3HUX crioxugadie € pisHo. HeobxiOHOH yMOB0H rPo8edeHHsT UiHOB0I QUCKpUMIHaUIT € HEMOXXIIUgICMb
nepernpodaxy mosapy, momy came y cebepi nocriye 80Ha ompumara Halibinbuwe po3rno8croOKEHHS.

BucHoseku. NposedeHo aHariz c8imoegoi npakmuKu YiHOYmMeopeHHSs y npupoOHUX MOHOIMOSIISX, 00 Hucsa KUx
Hanexums gimyusHsHe XKKI. BcmaHoereHo, W0 OCHO8HUMU MemodaMu MOHOMOIbHO20 UiHOYMEBOPEHHS €:
peaynosaHHs HopMu npubymky; peayrnosaHHs1 8epxHbOI MexXi mapugy (uiHose niMimysaHHs1); cxema yyacmi y
npubymky i3 KOB3KOK WKaror; UiHoea OUCKpUMIiHayis; bazamocmagoyHi mapugu; UiHOYymMeOpEeHHS 3a PisHUMU
ghopmamu KOHKYpPeHUil, U0 CyMICHI i3 npupOOHOI0 MOHOMOJIIEO.

OmpumaHi pe3ynbmamu ceidyampb Mpo HeobxioHicmb Moducgbikauil MOHOMOIbHO20 PUHKY XUMJI080-
KOMYHaIlbHUX 0CTy2 88€0€HHSM €J/1IEMEHMIB8 KOHKYPEHUII.

Knroyosi criosa: mepumopianbHa 2pomada, Xumsoeo-KOMyHaslbHe 20crnodapcmeo, UiHoymeopeHHs,
MOHOMOJiSI, KOHKYPEeHUisi

AELEHTPAJIN3OBAHHOE YMNPABJIEHUE LEHOOBPA3OBAHUEM
B XXUNULWHO-KOMMYHAIIbHOM XO3AUCTBE

lNopowkosa Jl. A.,

Bonkos B. .,

Xno6bictoB E. B.

AkmyanbHocmb memMbl uccriedosaHue. lNpoyecc uHmeepuposaHusi YkpauHbi 8 Espornetickoe Coobuwiecmeo
akmyasusupyem  80npoc  coomeemcmeusi — a0MUHUCMpamueHO-meppumopuanbHo20  ycmpoulcmea
esponelicCKuM fpuHyUnaM opaaHu3ayuu yrnpaesfieHuss peauoHaslbHbIM U MECMHbIM pa3eumueM, pas3sumusi
MECmHO20 camoyrnpassieHus. B cospemeHHbIx ycriosusix peanusayuu aOMuHUCmpamugHo-meppumopuasbHol
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pecbopmbl Ha ocHoBax OeueHmparnu3ayuu, ocobol akmyanbHOCmMU rpuobpemaem npobrema opMuUpPO8aHUSs
agbgbekmueHoU cucmembl yrpasrieHue uHgpacmpykmypol 06beOUHEHHbIX meppumopuarbHbIX OBUUH.

lNocmaHoeKka rpobriembl. B cospeMeHHbIX yCriogusix peghopMuposaHuUsi adMUHUCMpPamuUgHoO-meppumopuaibHo20
yempoticmea u deyeHmparnu3sayuu enacmu 8 YkpauHe mpebyrom ocobo2o 8HUMaHUS npobrieMb! yripaeneHue XumuuHo-
KOMMYyHaribHbIM  X035IUCIMBOM, MOCKO/IbKY €20 codepxaHue 0becriequsarom MeCcmHble opaaHbl 20Cy0apcmeeHHoU
enacmu u cos0aHHbIe 8 rnpouecce pegopmuposaHusi 06bedUHEeHHbIE meppumopuaribHbie 0buwuHb! (OTO).

AHanus3 nocnedHux uccrnedosaHud u nybnukayuli. CoepemMeHHbIMU acriekmamu peweHus npobriem pazsumusi
meppumopuarbHbiX 0OWUH U MECMHO20 caMoyrnpasiieHus 3aHuMaromcesi makue ydyeHbie, Kak [laemok A. I1.,
Onednruk 4. ., Bamanos O. A., Qauko O. Y., Mypkosuy J1. J1., MonodoxeH FO. b. u dp. [1-4]. Pe3ynsmamel
cobcmeeHHbIx uccrnedosaHuli npobremsl rnpueedeHHbie 8 [5-13].

BbideneHue HeuccrniedosaHHbIX Yyacmel obuwel npobnembl. Hogoe adOMuHUCMpamueHoO-meppumopuasbHoe
ycmpolcmeo MOXem cmamb OCHO8aHUEM [OCMPOEHUsT HO80U MOOesiu meppumopuanbHOo20 yrpasneHus,
OCHOBaHHOU Ha ocHogax OdeueHmpanusauuu, cybcuduapHocmu, banaHca obuweHayuoHallbHbIX UHMEPEeCcos8 ¢
UHMepecamu HacesieHUsi Pe2UOoHO08 U meppumopualibHbIX 06UUH, M08COOHOCMU MECIMHO20 CaMOoynpaesieHusl,
B803MOXHOCMU U CcamMocmosimesibHOCMU meppumopuarnbHbiX 06WUH, coarnacogaHHOCMU C  PUPOOHO-
eeoepachudeckuM rnomeHyuanom. VIMeHHO noamomy ocoboeo 8HUMaHUS 3acryueaem rpobrema yrnpasneHusi
gopmuposaHue MexaHu3mMa yrpaesieHue peeauoHaslbHbIMU  fpoepamMmMamMu  XKUMUUiHO-KOMMYHarbHO20
xo3ssticmea u onpedesieHue onmumalrbHbix Modesel yeHoobpasosaHue C y4emoM MUpPO8020 OrlbIma.

lNocmaHoseka 3alayu, uenu uccriedosaHusi. Ocyulecmeums MOUCK HOBbIX MeXaHUu3mMo8 3ghghekmueHo20
yrnpasJsieHust UeHoobpa3o8aHusl 8 XUIMUWHO-KOMMYHaIbHOM X035Lcmee ¢ UCroib308aHUeM MUPO8020 ofbima U
ocobeHHocmeli ome4yecmeeHHOU rpakmuKu X035Ucmeoe8aHusl.

Memod unu memodornoeausi rnposedeHusi uccredosaHue. B npouecce nposedeHusi uccrnedosaHue
ucrnoJsib308aHHbIe 0bUWeHayYHble (aHanu3 u cuHme3s, UHOYKUUs u 0e0yKyus, aHanumu4ecKoe epyrnnuposaHue) u
crieyuarsnbHbie (abcmpazuposaHue, 3KOHOMUKO-Mamemamudyeckoe modesiuposaHue u 0p.) Memold u3y4eHue
9KOHOMUYECKUX S18/1€HUU U NMPOoUeccos.

U3noxeHUe OCHOBHO20 Mamepuarna (pes3ynbmambsl pabomsi). Mupogas npakmuka UeHOobpa3oeaHusi 8
€ecmecmeeHHbIX MOHOMOUSX cghopmuposana ornpedesieHHbie Memoodbi. [lpoaHanu3uposaHbl CywHOCMb U
0cobeHHOCMU amux Memo008 C Ueslbio 3auMcmeosaHull UX rofoXumesibHO20 oflbima:

a) PezaynuposaHue Hopmbi rpubbiiu. 3mom Haubonee mpaduyuoHHbIU MOOX00 K yCmaHO8/IeHU UEH Ha
moeapsbl (ycryau) ecmecmeeHHbIX MOHOMOoMuUl. B e20 OCHOB8Y MOMOXEHbI KalbKy/nupogaHue o MpuHyuUiy
«3ampamesl ¢ 8birnyck». OH Ucronb3yemcs U 8 YKpauHe.

6) PeaynuposaHue eepxHel epaHuubli mapugha (yeHoegoe numumuposaHue). CywHocms Memoda cocmoum 8
ycmaHo8/1eHUU bUKCUPOBaHHbIX MakcUuMasibHbIX UEHO8bIX JIUMUMO8, KOmOopbIl ycmaHaesueaemcs peaynupyroulel
gupmodll. Pupme pa3pewieHo onpedensmb UeHY MEeHbUWYH, UiU Makyko, 4Imo pasHsaemcs AuMumy u rpuceausams
rony4eHHyro npubbiib. Bcriedcmeue moeo, 4mo rnpubbinib ¢hupMbl HE 3asucum om 3ampam, 603HuKaem
CMUMYNUPYrOWUl  MexaHu3M OMHOCUMEsNIbHO UX COoKpaweHus. Modenb npedycmampueaem A0807bHO
rPodomKUMErIbHBIU MPOMEXYMOK 8PEMEHU MEXOY NPOCMOmpoM mapugos — 4-5 nem.

8) Cxema y4yacmus 6 npubbiiu ¢ nodsuxHoul (ckonb3sawel) wkanol. B omnu4due om npeduwecmesyrou,e2o
memoda, rpu KOMopPOM ecmecmeeHHasi MOHOMOJIUSI MOXem MoflyYyams Cyu,ecmeeHHble npubbiiu, 3mom memood
npedycmMampueaem, 4Ymo  UCMO/Ib3yemcsi  CKonb3swas Wkana pacnpedeneHuss npubbinu  Mexoy
npousgodumesiem u nompebumesnem.

e) LleHosasi duckpumuHayus. LleHogas duckpuMuHayusi — npakmuka rnpu Komopol UeHbl Ha OOHU U me xe
briaza Ons pasHbIX roKynamesnel unu ux epynr, ycmaHaenuearomcsi pasHbie. [Ipu amom pacxox0eHust 8 ueHe
He 3asucam om 3ampam Ha npou3eodcmeo u docmasky braza. LleHosass ducKpuMUHayusi 803MOXHasl, ecriu
npsiMasi anacmu4YHocmb cripoca Ha moesap 1o yeHe y pasHbix nompebumenel ecmb pasHou. Heobxodumbim
ycriogueM rposedeHusi UYeHo80U OUCKPUMUHaUUU ecmb HEe803MOXHOCMb reperpodaxu moesapa, nosmomy
UMEHHO 8 cgbepe ycrlye OHa noslyqurna Haubosbuee pacrpocmpaHeHue.

Bbig00bl1. [posedeH aHanu3 Mupoeol rnpakmuKu yeHoobpa3oeaHUsI 8 eCMeCMBEHHbIX MOHOIMOJIUSIX, K YUCITy
Komopbix Hanexum omevecmeeHHoe XXKI. YcmaHoeneHo, 4mo OCHOSHbIMU MemodamMu MOHOIMOIbHO20
UeHoobpasoeaHus ecmb: peaynuposaHue HOPMbI npubblniu; peaynuposaHue eepxHel epaHuubl mapuga
(ueHosoe nuMuMuUpoOBaHue); cxema ydacmusi 8 npubbliiu C CKOJIb3KOU wWKasiol; UeHogasi OUCKPUMUHaUUST;
MHO20CmagoYHbIe mapugbl; UeHoobpa3osaHue 3a pa3HbiMU hopMaMu KOHKYPEHUUU, KOMOpbIie COBMECMHbIE C
ecmecmeeHHoOU MoHorosnued.

lNonyyeHHble pe3yribmambi cgudemerniscmayrom o Heobxodumocmu ModugbuKkayuu MOHOIMOMIbHO20 PbIHKa
JKUSTUUIHO-KOMMYHaIbHbIX YCrlye 88e0eHUSIM 351IEMEHMO8 KOHKYPEeHUUU.

Knrouyeeble crioea: meppumopuasibHas 0buuHa, XUumuuwHO-KOMMyHarbHoe Xo3slcmeo, ueHoobpasosaHue,
MOHOMOUS, KOHKYPEeHUUS

Actuality of research theme. The process of Ukraine's integration into the European Community actualizes the
issue of the compliance of the administrative and territorial structure with European principles of regional and local
development organization, and the formation of local self-government. Nowadays the problem of developing an effective
system of management of the infrastructure united territorial communities (UTCs) formation in the context of administrative
and territorial reform implementation based on the principles of decentralization becomes especially acute.
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Problem statement. Nowadays conditions, the reform of the administrative-territorial structure and the
decentralization of power in Ukraine require special attention to the problem of housing and communal services
management, since its maintenance is ensured by local authorities and created in the process of reforming the united
territorial communities (OTCs).

Analysis of the last researches and publications. The modern aspects of decision of problems of development
of territorial communities and local self-government such scientists engage in, as Pavliuk A.P., Oliinyk D.I., Batalov O.A.,
Datsko O.l., Murkovych L. L., Molodozhen Yu.B.and other [1-4]. The results of own researches of problem are in to [5-13].

Selection of unexplored parts of general issue. The new administrative and territorial system should
become the basis for constructing a new model of territorial administration, based on the principles of
decentralization, subsidiarity, balance of national interests with regional and territorial communities™ interests
representation, local self-governance widespread, territorial communities” power and autonomy, coherence with
natural geographical capacity. That is why the problem of mechanism for managing regional housing and communal
services programs and to determine the optimal pricing models taking into account world experience

Task statement, research aim. Searching a new mechanisms of efficient pricing management in housing and
utilities using world experience and peculiarities of domestic business practices.

Method or methodology of realization of research. In the process of realization researches drawn on
scientific (analysis and synthesis, induction and deduction, analytical grouping) and special (abstracting, economical-
mathematical design, etc.) methods of study of the economic phenomena and processes.

Exposition of basic material (job performances). A territorial community can be considered a regional
natural monopoly, since it has the exclusive right to own scarce resources — land and other movable and immovable
property, which are in communal ownership and managed by a community.

In the world practice certain methods of pricing under natural monopoly were formed. Let us study the essence
and peculiarities of these methods to adopt the best practices:

a) Rate of return regulation. This is the most traditional approach to set price of goods (services) of natural
monopolies. It is based on cost-plus pricing calculation. It is used in Ukraine.

b) Price cap regulation (price restrictions). The method’s essence is to set fixed maximum price limitations by
the regulatory institution. The institution has the right to set the price, which is lower or equals the limit, and to profit.
As the profit does not correlate to costs, there is the stimulating mechanism to cut them. The model assumes quite
a long period between tariff revisions — 4-5 years.

c¢) Profit-sharing plan with sliding scale. Unlike the previous method, in which natural monopoly gains significant
profits, this method assumes to use the sliding scale of profit distribution between a producer and a consumer.

d) Price discrimination. Price discrimination is a pricing strategy that charges customers or their groups’
different prices for the same product or service. Price difference does not depend on production costs or supply
costs. Price discrimination is possible if consumers’ direct price elasticity of demand is different.

Precondition of price discrimination is lack of possibility of resale of product, so it is widely spread in service sector.

There are three degrees of price discrimination: first, second, third.

In discrimination of the first degree, the monopolist knows the maximum amount of money each consumer can pay
for any quantity of products and fixes up prices accordingly. However, this situation, in our opinion, is perfect. It is possible to
implement this pricing mechanism within, for example, a small city, but within the country as a whole, it is a difficult task.

In discrimination of the second degree, the monopolist sells in blocks of units at different prices. In actual
practice it mostly refers to discount pricing

According to a well known rule of H. von Stackelberg [14] the marginal revenue of selling any blocks of units
except of the last (MR) must equal the price of the next block of units (P), and the marginal revenue of selling of the
last block of units must equal marginal costs (MC): MR1 = P2, MR2 = P3,....MRn = MC.

In discrimination of this degree prices are set both as decreasing function of sales (P71 > P2 > P3, Q1< Q2 <
Q3), and increasing function (P71 < P2 < P3, Q1 < Q2 < Q3).

Price discrimination of the second degree is often represented by the discount system, but there are opposite cases.

Third degree price discrimination refers to the fact that the market demand is divided into some segments with
different functions of demand. The monopolist charges different price to each class of customer to gain the maximum
possible total profit. The preconditions to its implementation exist if the consumers of a certain product may be divided
according to the price elasticity of demand. In this case, the sectoral demand is illustrated by a few demand curves.
Then total revenue from selling products in different n segments charging different prices becomes:

7=P1Q1+P2Q2+ ... + PnQn—-TC (Q).

The condition for profit maximizing is: MR1 = MR2 = ... = MRn = MC.

Thus, the price charged in every segment must satisfy the equality of all segments equal marginal revenue
and marginal costs of the total output.

e) Multi-rate tariffs. The advantages of correctly designed multi-rate tariffs are higher aggregate surplus in comparison
with single rate. In the world practice multi-rate tariffs differentiated by purchase and time of goods (services) purchase are
applied. The most simple is the two-part tariff pricing policy (two stage payment) whereas a consumer pays for the right to
buy a product (access to a product), then (after the purchase) additionally pays for the consumption of every unit.

f) Pricing for different competition forms, compatible with natural monopoly. Unlike the approach of the state
burden in the monopoly regulation, it is possible to use the following models of competition:
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— Contestable markets’ competition;

— Competition «for» market;

— Yardstick competition.

W. Baumol, J. Panzar, and R. Willig are the authors of the contestable markets® competition model [15-17].
To enhance natural monopolies performance efficiency they propose to ensure free market enter and exit. In our
opinion it is difficult to implement the model in housing and utilities sector, as most of its subsectors are closely related
to cost intensive systems; this will hinder price liberalization.

H. Demsetz, J. Stigler and R. Posner formed the concept of competition «for» market in 1960-70th of the XX
century [18, 19]. In this case, if the internal competition is impossible because of substantial economy of scale, it is
necessary to stimulate it. In this situation, the regulatory institution conducts an auction. The company which bid the
higher price gets the right to operate in the market for a certain period of time. If this regulation takes place, the more
competitors operate in the market, the greater budget revenues are.

Thus, this concept’s competition is focused in the auction. At the termination of the contract, a new auction is
announced, which stimulates the winning company to improve its performance and create the appropriate image.

Therefore, the state in this case does not provide services. It delegates the right to a private-owned company;
create conditions for public-private partnership.

Let us analyze foreign experience of these tools applying in housing and utilities sector.

a) Rate of return regulation. The mentioned method is used in the USA to determine electricity tariffs. First, the
rate base is calculated. It measures the volume of capital used by the company to carry on a regulated activity. Then
«reasonable and fair» capital rate of return is set. Rate of return equals the value of the attracted capital (its alternative
costs). The regulation institution imposes so-called «reasonable rate of return». It is set at a rate of competitive
industries’ rate of return, which have very close level of economic risks.

Capital structural elements allowed to include into the monopolist’'s rate base must be accepted by the
regulation institution as «used and useful». For instance, in the USA this base does not include facilities that have
not been completed more than by 3%.

In national practice, the «need in profit» is determined as the sum of profit enough to make planned capital
investments, tax payments, etc. Hence, when pricing housing and utilities services, there is a significant difference
between the world practice (the products’ (services’) price embodies the cost of attracting operating capital (interest
on capital)) and national practice (the total amount of future investment). In the USA regulation institutions decide the
list of expenditures allowed to include in services™ costs of natural monopolies.

In the U.S. electric-power industry, for example, only about one third of the investment is accumulated at the
expense of internal sources (depreciation and undistributed profits). Two-thirds of the projects are funded from
external sources (mainly at the expense of attracted capital and share issue).

To make the activity of natural monopolies really efficient, so there would be no intentions to overstate
expenditures, the strict control of their maintenance and capital expenditures is performed.

There are the following disadvantages of this method:

1) lack of stimulating mechanism of efficiency growth. Pricing is cost-based (on the basis of the actual
expenditures). It stimulates shifting expenditures to consumers.

2) the complexity of the actual activity regulation because of subjective assessments in determining the rate
of return and tariffs.

b) Price cap regulation (price restrictions). This methods began to be actively used in the second half of 1980-
s in the UK after some natural monopolies privatization, for instance, «British Telecom» (1984) and «British gas»
(1986). The system of regulation was extended to water supply in 1989 — 1990 and to electric-power industry starting
from 1990. The implementation mechanism was the next: Regional departments of the Electricity Regulatory Office
coordinated and approved tariffs for communal domestic consumers based on the principle of price restrictions, for
other consumer groups and the wholesale market prices remained marketable. By the end of 1980-s the practice
extended to the USA, New Zealand, Malaysia, Mexico, Peru, Argentina.

Let us study more precisely the procedure of price cap assessment.

Price restrictions are determined by the prior set exogenous correcting company's indicator. This indicator is
most often the consumer price index (RP/) minus productivity factor (X), %. Thus the base price for the next period
(Pi+1) is determined by the formula:

Pi+1 = Pi (RPI — X),

where Pi — base price of the previous period, UAH per unit; RP/ — consumer price index, %; X — productivity
factor, %.

The mechanism is called RP/ — X-regulation. The value of X is determined by estimations of expected demand,
volumes of investments, unregulated revenues, the probability of cutting costs and productivity growth, investment needs.

In the US GNP deflator is used as a corrective indicator.

One of this model's advantages is its lower cost-based characteristic and so higher efficiency. As producers
get guaranteed profitability between the adjustments of X values, a natural monopoly acts under incentive to improve
its efficiency. As a result, consumers will be able to have lower services prices.

This method’s effectiveness was illustrated by the Great Britain during 1992 — 1997 after public sector
companies’ privatization. During the period, electric-power sector expenditures were cut by 17 %, employment — by
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26%. In 1992 in gas industry consumer prices were reduced by 14% (it is more than the level of wholesale gas prices
contraction in the country during the same period). The positive consequence was 28% average return on investment
in utility companies in gas, water and electricity industries in the stock market.

Nevertheless, the mentioned method has some flaws, like:

1) RPI — X — method breaks the investment schedule. An enterprise is interested to cut expenditures in the
beginning of the regulation period as it gets the amount of expenses saved, but in the end of the period the incentives
to increase efficiency disappear;

2) Possibility of price variations to raise company's profits. If it simultaneously does not lead to deterioration
of consumers™ welfare, it increases the welfare level in society. The negative consequence is the redistribution of
social tensions, because, as a rule, there is price increase for small consumers and a decrease for large ones;

3) Itis necessary to provide certain conditions, i.e. informational, to assess X value. Probabilistic causation of
X factors reduces the accuracy of the corrective indicator's definition;

4) The method does not provide the possibility to stimulate certain quality level of services and the necessity
to increase it;

c¢) Profit-sharing plan with sliding scale. The mentioned plan is successfully used in the energy industry of
Indiana (USA). A sliding scale is used there. A company earns profit with 10,6% rate of return. Consumers’ earnings
are 12,3%. The profit volume between these two values is distributed between a company and consumers.

d) Price discrimination. In our concern, it is possible to provide traditional strategies of pricing in housing and
utilities sector, but taking into consideration industry’s specifics. It has to be considered, that the process of price
discrimination used by natural monopolies is complicated to control, as monopoly's cost functions are unknown.

Let us analyze Colombia experience in electricity supply. The highest prices are set for those who consume
the biggest amount of energy. The goal of such pricing is to distribute profit for the sake of the poorest segments of
the population. The utilities prices may be the tool of revenues distribution.

In the Republic of Belarus from October 1st, 2011 a differential tariffs for water and wastewater services were
introduced, depending on volumes of consumption. From February 1st, 2013, the mechanism of differential tariffs for
electricity and gas supply were introduced.

The similar pricing practice of electricity consumption charging exists in Ukraine.

Price discrimination by time may be applied in housing and utilities sector (different charges for the consumed
services in case of their advance payment, timely payment or delay in payment).

A large share of population in Ukraine needs financial assistance to charge utility bills, therefore, in our opinion,
the unlimited shift of tariffs burden on manufacturing does not make economic sense. In such a situation, the need
for the state financial aid arises again.

e) Multi-rate tariffs. Colombia has the experience of multi-rate tariffs application too. In the state of Medellin
there was the system of time rates for the consumed electricity by households based on the multi-rate tariffs. National
statistical agency divided all the buildings into six categories with different characteristics and housing quality. They
worked out multi-rate tariffs for every category, which included:

1) Fixed enter costs (monthly installment for connection to the grid), which did not depend on the volume of
electricity consumption;

2) Five tariff rates (which grew depending on the volume of electricity consumption).

France has an interesting experience of multi-rate tariffs with time differentiation. In 1982-1986s, a new system of
electricity tariffs was introduced in France. It was different from the previous one in wide differentiation by categories: by
season; time of day; types of consumers; network load density, etc. It turned out that the new tariffs stimulate a decrease
in consumers’ load during the winter maximum load because of preferential tariffs charging during another period of the
year. The difference in rates was impressive — electricity during the peak loads cost almost 20 times higher than the base
summer price. Besides, the grid connection fee differentiated depending on the season — in winter it was 2 times higher
than in summer. In general, France has the lowest in Europe cost of electricity (kWh ) thanks to this system.

Let us analyze the experience of Belgium as for multi-rate tariffs. The company proposed the following tariff:
connection charge was similar to all entities — 240 b.fr. If consumption was 450 kWh the tariff was 5.75 b. fr., if
consumption was from 450 kWh to 720 kWh, the tariff was 3.10 b. fr., if consumption was more than 720 kWh the
tariff was 2.02 b. fr. The trade union offered to replace this tariff by the increasing one, but the regulating institution
proposed another option:

1) Public tariff: connection fee — 200 b. fr.per year; usage charge — 4,8 b. fr. for 1 kWh.

2) Normal tariff: connection fee — 1300 b. fr.; usage charge — 2,7 b. fr. for 1 kWh.

Public tariff was used as a rule by consumers with low volume of consumption — to 600 kWh. Thus, the
regulation institution implemented the mechanism of price discrimination, i.e. additional consumers surplus is
removed from wealthier population.

The advantage of multi-rate tariffs lies in the fact that depending on situation regulation authorities may choose
the optimization criterion of the multi-rate tariff. It may be:

1) Consumer’s surplus maximization, if the monopoly satisfies the break-even constraint;

2) Monopoly profit maximization in case of Pareto-improved status of all market players;

3) Total surplus maximization, if the monopoly satisfies the break-even constraint and in case of Pareto-
improved status of all market players.
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The simplest non linear tariff is the two-part tariff consisted of connection charge and P rate (marginal price)
per unit. Coase was the first to propose it [14].

Practice of multi-rate (non-linear) tariffs application in various countries showed their high efficiency in
comparison with single-rate (linear) tariffs. Moreover, the shift from linear price set at the level of average total costs
to non-linear pricing based on the multi-rate tariffs with decreasing rates for the growing consumption, stimulates
demand for goods (services). This leads to the improvement of Pareto-status of the most of consumers

In our opinion, multi-tariff tariffs system is interesting as for its implementation in the housing and utilities sector
of Ukraine. In the condition of Ukrainian housing and utilities sector's state and the possibility of its fixed assets
renewal, this type of pricing policy opens up certain opportunities.

Current tariffs in Ukraine do not encompass the investment part.

The introduction of two-part tariffs would make it possible for the housing and utilities sector, at the expense
of a fixed part charged for services by the entire population, regardless of the volume of services consumption, to
renew the fixed assets of the industry.

f) Pricing for different competition forms, compatible with natural monopoly. We consider that similar practice
can be successfully used in Ukraine.

The mentioned concept has some disadvantages. It should be noted that a long-term contract, which fixes the
price, could both allow a firm to earn excess profits and lead to bankruptcy. At the same time, short-term contracts
cause obstacles to investing. In addition, costs’ cut down can lead service quality deterioration.

Yardstick competition is the weakest form of competition. It is based on comparison of this company with its
counterparts in terms of its performance efficiency. England has positive experience of its implementation. Thus,
because of water and energy systems privatization, regional monopolies were created. This made it possible to
compare the results of firms™ performance that managed water and energy supply.

Hence, according to the study results, unsatisfactory technical condition and risk of Ukrainian housing and
utilities sector’s infrastructure, the uncertainty of legal and financial status require depth separate research.

Conclusion. The analysis of the natural monopoly's world pricing practice, including national housing and
utilities sector has been carried out. It has been stated that the main methods of monopolistic pricing are: rate of
return regulation; price cap regulation (price restrictions); profit-sharing plan with sliding scale; price discrimination;
multi-rate tariffs; pricing for different competition forms, compatible with natural monopoly.

The obtained findings prove the necessity of modification to the housing and utilities sector’'s monopoly market
by implementation of competition elements.
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