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Abstract. This article focuses on the analysis of the energy service 
market, the participants of this market are considered, the 
concepts of energy services, features and functions performed by 
energy service companies in the energy sector are revealed, as well 
as challenges and prospects are identified for energy service 

companies and energy service market. Certain factors hindering the development of this market are 
also discovered. 
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Introduction 
There is currently a shortage of highly trained specialists and poor market infrastructure 

providing services in the area of energy saving. Various models should be developed for the field of 
energy services to facilitate this area development. 

Problems of the energy industry are studied by many scientists, practitioners, and their results 
are presented in the works of V. Bashmakov, N. Rohalov, L. Hitelman (Bashmakov, 2013, p. 3-40). 
Significant work has been done on the research of energy service in Ukraine, however many aspects 
are still insufficiently studied in this area. This system is based on the principles of competition and 
active interaction between market participants related to the development, implementation and 
consumption of highly professional services in the field of energy services, and it requires 
development. 

The research objective is to improve the framework conditions for the operation of energy 
services in Ukraine, thus accelerating the implementation of sustainable energy development 
standards and positively effecting the improvement of the overall level of energy efficiency in the 
country as a whole. 

 
Research results. While creating the 

energy service market, legislative bases 
concerning the introduction of energy service 
mechanisms in Ukraine were formed. It was 
not until 2015 that the groundwork was laid 
through the adoption of the Law of Ukraine 
No. 327-VIII193 of 9 April 2015 and the Law 
of Ukraine No. 328-VIII194 of 9 April 2015. 

It should be noted that there are numerous 
companies registered as energy service ones 
in Ukraine at the moment, but the activity is 
usually related to the supply of meters, 
energy saving equipment and materials, 
energy inspection or the supply of energy 
resources, which is not directly associated 
with energy saving and energy efficiency 
improvement of the customer and con-
servation of energy resources. The unclear 
direction of the legislative authorities and the 

lack of real support for ESCOs lead to the 
conclusion that the energy service market is 
just emerging in Ukraine, therefore it is 
underdeveloped. The problems of the new 
market are as follows: 
- firstly, unstable conditions for small and 

medium-sized business activity; 
- secondly, the inconsistency between 

legislative rules and current needs (for 
example, the law does not clearly define 
the rights and obligations of energy service 
companies); 

- thirdly, the lack of methodology for 
providing such services; 

- fourthly, high financial and political risks. 
During formation of the energy infra-

structure of the country, the issues are 
sufficiently serious for financial independence 
of energy service companies, because they do 
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not have an opportunity to meet their 
obligations if energy efficiency project is 
implemented at their own expense at the 
employer's facilities (Shahko, Trembach. & 
Trembach, 2017). 

The concept of "energy services" is not 
treated as "energy saving" in the traditional 
Ukrainian interpretation. Energy suppliers are 
interested in selling more energy at the most 
favorable rate for the company, whereas 
ESCOs do the opposite, they save energy and 
reduce its cost. 

Energy storage and energy efficiency 
improvement are one of the key factors for 
the transition of energy-intensive economies 
to new technologies, as it allows to limit 
energy consumption by reducing dependence 
on environmentally inefficient or dangerous 
energy sources. Improvement of energy 
efficiency and energy saving could also be 
considered as an essential condition for 
sustainable economic development, since it 
facilitates to productivity, lower energy 
consumption and environmental pollution, 
development of new technologies, as well as 
creation of new markets for environmental 
products, services and employment. 

The concept of "energy saving" is 
primitively understood as "burning less 
expensive fuel, or substitute it for a cheap 
alternative" in everyday life. Yes, that is what 
ESCOs do, but it is not a full range of actions. 

Energy service companies are based on the 
idea, it is managerial, financial and 
engineering solutions saving significantly 
energy consumption at a variety of life and 
work places, which include housing and 
commercial complexes, offices, companies, 
stations, airports, etc. 

The most significant task of the state 
improving energy efficiency and energy saving 
is to attract investment for the imple-
mentation of energy saving measures. This 
will reduce energy costs and thus contribute 
to economic growth. Ukraine has always been 
on the "energy needle" during the years of its 
independence. A promising mechanism of 
attracting funding and competencies for 
energy saving projects is energy service 
based on the principle of payment for energy 
saving measures implemented by specialized 
energy service companies at the expense of 
energy savings. 

The energy service market is a type of 
energy services and can be used at all stages 
of the energy conversion process at the 

facilities of electricity and combined heat and 
power sectors and engineering infrastructure, 
including heat and power supply companies, 
power grid equipment and heating mains, at 
the facilities of final consumers of heat and 
electric power (budgetary institutions, 
industrial enterprises, housing stock) (Cabinet 
of Ministers Resolution, 2010). 

Energy strategy of Ukraine till 2035 is 
security, energy efficiency, competitive ability 
and a document outlining strategic guidelines 
for the energy economy development of 
Ukraine till 2035. Electric power industry is 
one of the largest primary sectors of the 
national economy, which effective operation is 
a necessary condition for sustainable 
economic development, energy security and 
energy independence. At the same time, it 
could be currently stated that the electric 
power industry is in critical condition. The 
long-term delay in reforming the energy 
sector, low efficiency of energy production and 
consumption, monopoly position in certain 
sectors of energy production and distribution, 
lack of real diversification of energy sources, 
substantial depreciation of fixed assets for 
power generation are the fundamental 
reasons for this situation (Kudlai & 
Seliverstova, 2018). 

The task of state bodies in the system 
development of energy service companies is 
to form an integrated system of regulatory 
and legal support and control over the market 
of energy services. This sector requires 
improved regulatory framework of Ukraine on 
the implementation of energy service 
agreements, thus enabling to attract 
investments for projects improving efficiency. 

A crucial role in the development of the 
energy service business is played by the 
involvement of energy service companies to 
work on state and municipal facilities both to 
implement certain energy saving measures or 
programs and to manage these facilities using 
modern forms and methods of management 
(concession, renting, leasing, etc.) on a 
competitive basis. Energy service contracts in 
the budget sphere will provide a tangible 
increase in energy efficiency of its institutions 
and organizations, optimization of budget 
expenditures for energy resources under the 
terms of its consumption reduction, attraction 
of extra-budgetary financial resources for 
modernization of budget facilities. An 
overriding issue is training for the 
implementation of energy efficiency measures 
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with an emphasis not so much on technical 
aspects tightly defined in the literature, as on 
the development of best practices in energy 
management including "menu of managerial 
decisions" to optimize energy supply and 
social sphere. 

According to World Energy Investment 
2018 prepared by the International Energy 
Agency (IEA), global investment increased in 
energy efficiency by 3% ($236 billion) against 
the background of an overall reduction in 
energy investment by 2% to $1.8 trillion. Still 
the same IEA estimates investment in energy 
efficiency to grow to $300 billion by 2022. In 
general, an investment dynamic in the energy 
efficiency sector compared to the previous 
year slowed by 6% (growth was 9%, $231 
billion, in 2016). The factors affecting these 
indicators are quite diverse. Changing state 
policy in the field of energy efficiency and 
economic climate of such countries with the 
largest GDP as China, slowing down the 
metallurgical sector development and 
increasing construction branch, reducing the 
cost of technologies in the renewable energy 
segment also plays its role. Correlation with 
world energy prices no longer plays a primary 
role. The improvement of energy efficiency 
allows to reduce emissions to the 
environment, improve industrial safety, 
comfort for business staff, residential property 
owners, staff and visitors to commercial real 
estate, extend operational lifetime of 
equipment, buildings, and implement 
innovations. According to the State Agency on 
Energy Efficiency and Energy Saving of 
Ukraine, 190 energy service contracts have 
been concluded with about 15 investors worth 
UAH200 million (about $8 million) for the year 
to date. Moreover, the amount of contracts 
does not reflect the volume of investment, but 
the volume of payment for energy services to 
the investor, if the savings are achieved [5]. 

Ukrainian potential is huge for attracting 
investment in this area. Ukrainian energy 
intensity is 3 times higher than the European 
average. According to various estimates, 
Ukraine requires from $25 to $60 billion in 
investment to achieve the European level of 
energy efficiency. It is necessary to introduce 
it in the sector of housing, production, budget 
sphere and supply of thermal energy, which 
could increase energy efficiency by 50-60%. 

In analyzing the efficiency of thermal energy 
use in the buildings of 16 thousand legal entities 

in Kyiv, it turned out that a thousand Kyiv 
buildings could reduce their heating costs on 
average by 5 times if they implement 
comprehensive energy efficiency measures. 
There were the offices of central government, 
large state enterprises, apartment building co-
owners association (condominiums) and others 
among such buildings. Taking into account such 
"pools of inefficiency", there are many 
opportunities to attract additional resources 
from foreign investors. 

The country strengthening the potential for 
savings (and profitability for investors) through 
institutional capacity is creating a regulatory 
framework that will launch a full-scale energy 
efficiency market in Ukraine (Competitiveness 
improvement through creating a sustainable 
legal grounds for the work of energy service 
companies in Ukraine, 2015). 

For example, the Law "On the Energy 
Efficiency of Buildings" has already entered 
into force this year (most state and municipal 
buildings should pass energy certification from 
July 1, 2020). The Law "On Commercial 
Accounting of Thermal Energy and Water 
Supply" is already in force, which should 
ensure total energy accounting, and according 
to the Law “On the Energy Efficiency Fund”, 
the state mechanism of grant support may be 
launched for modernization of the housing 
sector in heat supply in early 2021. 

The critical need for investment in the 
energy service market in Ukraine is a drop in 
the ocean. Thanks to government activity and 
a favorable regulatory environment, projects 
in the housing and budget sectors will show 
good results with minimal risks, and private 
foreign investors, who currently do not see a 
driving force on this matter, will gradually be 
involved. 

Trends in the number of announced and 
concluded ESCs have a positive behavior, but 
the share of canceled ones is quite high 
indicating the low quality of tenders. In the new 
market, there are few energy service companies 
having access to loan capital, and not many 
Ukrainian cities have interest in this. There is a 
great demand to conclude contracts during the 
new heating season. Companies and firms 
counting the results for the season and 
considering profit see a big gap in finance for 
energy consumption services. This encourages 
energy service contracts. These actions are 
illustrated in Figure 1. 
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Figure 1. Trends of the energy service market 
 
The customers of energy service are the facilities shown in Figure 2 [7]. 

 

Figure 2. Structure of concluded energy service agreements by facility type 
 
It is advisable to develop new forms of energy services through the energy service business 

development, provision of consumers with quality utilities at the level of standards with minimal 
costs set in EU countries forming by consistent introduction of energy saving technologies for the 
development of a competitive energy market, demonopolization of energy supply and efficiency. It is 
possible to create a local (municipal) energy service company, extensive use of energy service 
contracts in the budget sphere and involvement of energy service companies on a competitive basis 
to implement energy saving "turn-key" projects at the municipal level. 

In general, the following recommendations can be offered to improve the energy service market: 
1) enhancing efficiency of information flows with respect to accounting energy service activity, as 

well as sharing successful experience both at regional, and municipal levels; 
2) strengthening the role of development institutions in stimulating energy service activities in 

Ukraine and associations of energy service companies. The banking environment remains 
insufficiently receptive to the prospects of energy saving projects, most commercial banks do not 
include energy service activities in the list of lending directions. In this regard, it is necessary to 
provide information support on the activities of energy service companies to raise awareness of 
potential investors; 

3) strengthening the role of associations of energy service companies., Associations of principal 
stakeholders in cooperation with state analytical institutes and executive bodies should play a 
leading role in forming the methodological framework and spreading best practices; 

4) regular analysis and monitoring of the regional energy service market is recommended to put into 
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practice. 
In modern conditions, the development of the energy service business is a continuous, 

sustainable process that must work on a "revolving" basis providing a steady growing profit now and 
in the future. It is the driving force behind the implementation of energy saving measures, 
successful reform of the energy sector, and effective management of energy infrastructure in 
European countries. 

Given the above, the issues require further research on international experience in the use of 
certain types of energy service contracts and funding models for these contracts in Ukraine; detailed 
analysis of domestic legislation in this area and discussion of prospects for the development of 
energy service companies in all sectors of the national economy. 

 
 

Conclusions 
In taking stock of the above, it should be noted that it is quite possible to implement the 

considered trends in the development of the energy service market and improve the market of 
energy services within the near future. Furthermore, in restructuring the industry and the electric 
power market, in particular, it is necessary to assume that the renewed energy sector should ensure 
long-term sustainable social and economic development of Ukraine under the terms of regional 
integration and competition in European energy markets. Its sustainable performance should ensure 
the energy security of Ukraine, the ultimate satisfaction of the needs for electricity of both society 
and the economy. 
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