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Abstract

Within the conditions of the Housing and Utilities Sector reform, the developing of new approaches in the
management system happens. The Housing and Utilities Sector is transferred from the social to the
commercial sphere through the mandatory creation of management companies to provide housing services
in the moderate continental climate of the region. At the same time, the housing stock is in a critical
condition, the main part of it is dilapidated and is not modernized, it requires high repair expenses and
maintenance costs by a private trader. Even Individual Metering Devices (IMDs) are installed at the expense
of the owners, giving the effect to save resources for the resource supply companies and the management
company while the tariffs increase. There is a disproportion between the subjects of the market-sellers and
customers, and this requires creating a new mechanism of the housing and utilities sector, to determine the
optimal housing policy and strategy at the regional level. Practically, in all countries with market
economies, the management in the housing and utilities sector is a separate type of business. Management
companies ensure their liability against the harm to property owners in almost all European countries and
in the United States. Thus, managerial decisions are made by associations on the recommendations from
the management company. This experience can be applied also in our country — by increasing the role of
the community of the owners of residential houses and its Chairman.
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1. Introduction

The significance and relevance of the topic are determined by the need to improve the mechanisms
of the reform implementation in the housing sector at the regional level.

It can be noted that modern housing sector of the region is one of the most important sectors of the
regional economy. This industry provides people with a wide range of the housing and utilities services.
One of the main directions of reforming the development of the housing sector is the demonopolization and
development of competition in the housing and utilities sector.

The main component of effective activity of the housing sector enterprises is the balanced tariff
policy relating to the housing services and profitability of activity of the management companies providing
housing services and the imposed tariffs for utilities. Under these conditions, it is hecessary to create a new
housing policy and strategy at the regional and local levels, ensuring the functioning and maintenance of a
high level of housing conditions for citizens.

The degree of scientific development of the topic. The issues relating to the development of
organizational and economic management mechanism of the housing and utilities services were considered
in the works of Kozhevnikov (2016), Melnikov (2017), Rutkautas (2017), etc. Kozlyuk (2018) considers
the financial and economic aspects of tariff policy in the markets of natural monopolies. The validity and
practicability of the tariff policy are reflected in the works of Akimkin (2018), Bobrovskaya (2013), Buryak
(2015), Voskolovich (2015), Lopatkin (2017) Melnikov (2017) etc.

2. Problem Statement

Some problems of organization, management and financing of the housing and utilities sector as an
element of the state management system in the structure of the urban economy were considered in the works
of Akimkin (2018), Bobrovskaya (2013) and others.

In the works of foreign economists, such as Kauppila (2001), Natelson (2015) and others, the main
attention is paid to the peculiarities of the housing management, the formation of homeowners associations
in the market.

Despite a large number of publications, the issues of improving the functioning mechanism of the

housing sector in the context of reform at the regional level are not fully considered.

3. Research Questions

The subject of the study is the formation of the functioning mechanism of the housing and utilities

sector within the reforming conditions.

4. Purpose of the Study

The purpose of the study is to analyse the functioning mechanism of the housing sector
implementing and to suggest ways to improve it.

The purpose of the study involves the following tasks:
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1) to determine the economic essence of the concepts of "housing", "housing stock™, "operation of
housing stock™ and their role in the socio-economic development of the region;

2) to analyse the methodological aspects of the functioning of the mechanism of the housing sector
implementing at the regional level;

3) to analyse the housing stock of the Russian Federation, including the Smolensk Region, and to
expose the features of the functioning and management of the housing and utilities sector at the regional
level;

4) to analyse the specifics of the formation of the functioning mechanism of the housing and utilities
sector;

5) to develop a strategy for the development of the housing and utilities sector at the regional level
and measures to improve the functioning and management of the housing and utilities sector at the regional
level;

6) to propose measures to improve the functioning mechanism of the housing and utilities sector for

implementation at the regional level.

5. Research Methods

The methodological basis of the work comprises the personal-social-activity approach, competence
approach, systematic approach, terminological approach, universal communication and development,

analysis and synthesis, induction and deduction.

6. Findings

The scientific novelty of the work lies in the theoretical and practical justification of improving the
functioning mechanism of the housing and utilities sector at the regional level.

The degree of scientific novelty is characterized by the following research results:

- the concepts of "housing stock™ and "operation of housing stock' have been clarified;

- the main methods of the regional management implementing and the formation of tariff policy
have been specified;

- the housing stock in the Smolensk Region has been analysed, and the prediction of the volume of
housing services has been produced;

- measures to improve the mechanism of functioning of the housing sector for implementation at the
regional level have been developed.

In modern economic science such concept as housing is often considered evaluating the level of
socio-economic condition of the region.

In our opinion, the housing stock is an important factor of the socio-economic development of the
region or country, which is a criterion of well-being of the population living in the territory, reflecting the
total amount of housing which are used to provide a person with minimum living needs and are located in
buildings suitable for his residence.

It should be noted that in economic science as independent objects to study the housing stock it is

customary to allocate such structures as "housing and utilities services (HUS)", "housing and utilities
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complex (HUC)" and "housing sector (HS)", which were considered in the works of Lopatkin (2017),
Chernyak (2017) and other authors.

In our opinion, the housing and utilities sector is a special complex multi-profile part of the economy,
which is closely related to the housing construction and the real estate market, provides maintenance and
restoration of the housing stock, and the housing and utilities sector is a set of measures to manage the
housing stocks taking into account its condition and state policy in the housing and utilities sector.

At present, there has been appeared the following system of the housing and utilities sector
functioning, including the private-public partnership, where the state controls and regulates the functioning
of management companies (granting them licences), tariffs, and the rest subjects of the market interact on
a contractual basis.

At present, in the Russian Federation in the housing and utilities sector, there are more than 52
thousand enterprises, which involve about 4.2 million people, covering 1,092 cities and 1,872 villages. The
housing and utilities sector plays an important role in the national economy, the share of utilities in the GDP
of the Russian Federation is growing from 1.6% to 1.7% in 2017.

In the works of Kozlyuk (2018), Lopatkin (2017), Melnikov (2017) and other authors the following
classification of the branches of the housing and utilities sector is presented: 1) housing services; 2) hotel
industry; 3) resource supporting of housing stock and other buildings and premises (water, heat, gas,
electricity); 4) cleaning and landscaping of settlements.

According to the Federal State Statistics Service (RosStat, 2017), the share of fixed assets in the
housing and utilities sector is about 24% (3rd place), which is lower than only the level of this indicator in
the transport sector (29.5%) and the industrial complex (27.4%). At the same time, the housing supply in

Russia is quite high in comparison with other countries (figure 01).
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Figure 01. The comparative analysis of housing supply in 2017

According to the Russian Statistical Service, the housing stock in Russia, including the Smolensk
Region, is growing significantly, and in 2016 in comparison with 2005, it was 23.6% and 12.5%,
respectively. At the same time, the increasing rate in urban housing is higher than in rural housing, which
is 6.3 and 12.5%, respectively (table 1). In 2017 in the Smolensk Region, the total housing stock amounted
to 27 million m?, including the urban — 18.5 and the rural — 8.5, and in 1995 — respectively 22; 14,3 and 8

million m? that confirms the improvement of living conditions of Smolyan.

2777


https://doi.org/

https://doi.org/10.15405/epshs.2019.12.04.373
Corresponding Author: Svetlana Sapozhnikova
Selection and peer-review under responsibility of the Organizing Committee of the conference
elSSN: 2357-1330
Considering the structure of houses by number of storeys, it can be noted that the total share of low-
rise housing (1-3 floors), including the built houses, is reduced to 46% (in 2015 — 49%), 1-storey — up to

16.7% (22.1%), 2-3 storey — 1.1 and 1%, respectively.

Table 01. The housing stock in the Russian Federation, million m?

The total area of living premises
2010 | 2011 | 2012 | 2013 | 2014 | 2015 | 2016 | 2016 % by

2010

TheRussian | 501 | 3083 | 3349 | 3350 | 3473 | 3581 | 3653 | 12356

Federation

CFD 924 940 958 945 979 | 1022 | 1039 | 124.0

The Smolensk | o 25 26 25 2% |26 |27 1125

Region

The urban housing stock

TheRussian | oa0s | 9374 | 2426 | 2444 | 2522 | 2612 | 2669 | 125.4

Federation

CFD 695 706 725 731 757 | 796 | 811 | 128.3

The Smolensk | ), 17 17 18 18 |18 |18 |1125

Region

The rural housing stock

The Russian | go0 914 923 915 951 | 969 | 984 |119.1

Federation

CFD 228 234 232 214 222 | 226 | 227 | 1102

The Smolensk | o 8 8 8 8 8 8 100.0

Region

In addition to the above, in the Smolensk Region, the share of Private Fund is lower than in the
country as a whole by 1.2%, but it is higher than the average for the Central Federal District — by 1.7%.

Depending on the form of ownership Article 19 of the Housing Code of the Russian Federation
allocates the types of housing stock: "private, state, municipal and collective property". The law of the
Russian Federation "On the bases of Federal housing policy" clarifies: private, state, municipal and public
funds.

At present, the share of the municipal housing stock is high —8.8%. Today, the majority of domestic
scientists and economists, construe the housing sector by the now invalid law of the Russian Federation of
December 24, 1992, Ne 4218-1.

Adopted in 2004, the Housing Code provides: the separation of powers to regulate relations in the
housing and utilities sector, the allocation of housing stock classification by the separate criteria, the
establishment of a special procedure to transfer housing and other category, the rights and obligations of
the parties in the sphere of housing relations, including the choice of control method in the MDU. In 2011
the Housing and Utilities Sector was amended, which eliminated the housing management office and
demanded to create the management companies and partnerships operating on a commercial basis, to
transfer the payment system of housing services on the market rules.

In these conditions Filimonov (2015) explains the modern concept of management system of
multiple dwelling unit: “the activity of management organizations aimed at ensuring favourable and safe

living conditions for citizens, including the processes to organize proper maintenance and repair of common
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property, to organize providing public services, as well as other processes aimed at achieving the goals of
management of multiple dwelling unit” (p. 21).

In our opinion, the market management of MDU is the activity of specialized organizations in
accordance with contracts concluded with the owners and tenants of residential premises, that is carried out
by their own or specialized third parties.

The system of management of the Housing stock (according to Section 2, Article 161 of the HC)
allocates such ways of management of MDU, as: direct management, management of the management
company, management of housing construction cooperatives, homeowners association, housing
cooperatives and other forms of cooperatives.

Akimkin (2018) notes that the operation of the housing stock is "the process of implementing
activities related to the using, maintaining and repairing by owners, proprietors, managers, tenants, tenants
of residential and non-residential premises of the housing stock of the city and service organizations™ (p.
11).

In our opinion, the operation of the housing stock is a set of measures to ensure the normal
functioning of the current housing stock, taking into account the completion of the established minimum
list of works and the frequency of their implementation.

The minimum list of works to maintain a MDU is included into the Rules for the operation of the
housing stock (Resolution of the State Construction Committee of 27.09. 2003 No. 170, Appendix No. 2
of The Rules to carry out by the local government of open competitions for selection of MC to manage
MDU approved by the Order of the Government of 06.02.2006 No. 75).

According to the Fundamentals of the housing legislation of the USSR and the Union republics of
08.06.1984 (ed. 22.05.1990) Art. 7 "nobody can be evicted or limited in the right of use of premises".

From 2018 the eviction of residents is possible. According to Art.153 of the Housing Code of the
RF the utilities are the duty of a citizen. Art. 155 of the Housing Code of the RF establishes the term of
payment. Benefits are offered to soldiers, veterans and other citizens. The maximum delay is 31 days,
followed by penalties. Delay is a serious illness, loss of job or a single breadwinner. FL No. 307 defines
the procedure for charging interest (up to 91 days is 1/300 of the refinancing rate, from 91 days is 1/130).

Mortgage flats are not the exception, even in the case of a single home and registration of dependent
children. They are disposed, the amount goes to cover the debt on utilities services, legal costs and payment
to the Bank, and the balance goes to the owner. The eviction for the debts of utilities services in the case of
municipal flat is provided by Art. 90 of the Housing Code of the RF by decision of the court.

According to Sate Information System of the Housing and Utilities Sector in 2018 the wear of the
housing stock in the Smolensk Region according to the branches of management is characterized by the
following data: on average, the region — 18.61%, and in terms of management methods: 16.67% in
management companies, 19.47% in condominiums, 36% in the HCC, 34.86% — direct management, 49.1%
in the MDU which have not selected a method of management and for 21.84% the information is not
available.

According to the SIS of the HUS for the analysed period there is a reduction in the share of
dilapidated and emergency housing in Russia from 3.2% in 2005 up to 2.4% in 2016., including the old one
from 2.8% to 1.8%. However, since 1994 according to Art. 210 of the Civil code of the Russian Federation
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it was stated that the owner begins to bear burden of the maintenance not only the property, but also finances
carrying out the capital repairs.

Subsequently, in the HUS of the Russian Federation it was introduced a provision in Article 158
according to which the owners of premises in MDU is charged with meeting the costs of the maintenance
of not only their dwelling, but the common property, proportionate to the share.

According to the monitoring of the infrastructure of the Smolensk Region, it can be noted that the
share of the average life of boilers which is more than 10 years is about 60.5%. The heat networks are
dilapidated or 33.7% of the total length, and that fact leads to 80% of all damage to the heat supply system.
In the Smolensk Region in 2018 there have been 1,227 units of water supply systems and individual water
supply networks, also 1,564 units of pumping stations of the first lifting capacity of 728,93 thousand m?
per day and water length of 5,264.4 km, and in those 1,988.23 km or 38% requires replacement.

During the analysed period, there was a fairly good situation with regard to the provision of the
housing stock improvement, although the equipment is almost worn out by 25-50% (table 02). At the same

time, more than 80% is privatized in the country as a whole, and only 58.1% is in the Smolensk Region.

Table 02. The volume of privatized housing stock and its share of total volume

The privatized The privatized In % of the total
residential premises | residential premises number of premises
in 2016, thousand. from the beginning of
the privatization on
January 1, 2017,
thousand units.

The Russian Federation | 225.0 30756.2 81,4
The Smolensk Region 1.7 248.0 58,1

In the Smolensk Region for the period from 2012 to 2017 it was put into the operation 2.7 million
m? of housing. According to the Russian State Statistics Service, in 2017 6,315 of new flats with the total
area 483.7 thousand m? were built, which is below the level of 2016 by 23.2%. Individual developers
commissioned 219.2 thousand m?, which is below the level of 2016 by 28.7%. The share of the individual
housing construction in the total area of completed housing was 45.3%. At the same time, the growth rate
of housing built by the population is 3.5 times higher than the growth rate of built MDU — 1.5 times, which
is due to the active construction of country houses with an increase in the welfare of the population in 2010-
2016. However, the structure of the housing stock is dominated by houses built between 1971 and 1995.

The difficult situation in the situation of the housing stock, which was shifted to private business in
the housing and utilities sector leads to the unprofitability of many management companies. The housing
and utilities services occupy a high level in the total amount of consumer needs and in the cost of services
payment. And this share is growing in the whole country, including the region. And in the Smolensk Region,

although the situation is better than in the CFD, but is worse than in Russia, as a whole (table 03).
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Table 03. Share of household expenditure on housing and utilities services (based on the results of a
sample survey of household budgets)

In % of total consumer needs

2005 2010 2012 2013 2014 2015 2016
The Russian Federation | 8.3 9.2 8.8 8.8 8.9 9.5 10.1
CFD 355 34.4 34.1 33.4 33.9 36.1 36.9
The Smolensk Region 10.3 10.3 12.2 10.5 111 13.5 14.5

In % of the total cost of services

2005 2010 2012 2013 2014 2015 2016

The ongoing reform in the housing and utilities sector has led to a sharp increase in incoming
payments from the provision of housing and utilities services in the Smolensk region with a decrease in the

population (Figure 02).

15000 ousi .
== housing services,
13381
12033 13060 12437 min rub
10000 Q686
663 9307 .
8 == utilities, mln rub
620
5000 /
3130
2339 total housing and
0 37 : : : : : : , utilities services,
2005 2010 2012 2013 2014 2015 2016 2017 min rub

Figure 02. Dynamics of housing and utilities services in the Smolensk region

Hence the need to develop regional housing policies and strategies aimed at saving costs and
resources in the provision of utility services and the formation of tariffs.

Regulation of the housing sector can be presented in following forms: administrative regulation to
protect competition and property rights and economic regulation. In our opinion, the state regional housing
policy should act in the following directions - stimulating the supply of housing and stimulating demand.

Based on these activities, it is possible to make a forecast for the development of housing and utilities

in the region (Figure 03).

——\Volume of
housing
services in
current prices,
min rub.

1810
1843

537
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Figure 03. Forecast of rendered housing services
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7. Conclusion

It is necessary to carry out the following measures to improve the functioning mechanism of the
housing and utilities sector in the region:

1. determining the characteristics of companies operating in the housing sector, the housing stock,
to create an efficient model of housing and utilities, drawing on the experience of housing cooperatives in
Western countries and introducing modern technologies;

2. determining of large powers of local and regional authorities in the determination of tariffs. In
financing the housing and utilities sector, both budget financing for a separate project and pooling can be
used — attracting other management companies to jointly solve a particularly significant problem in MDU
with tax breaks.

3. creating new pricing mechanisms in the housing sector, the introduction of innovations in the
operation of the housing stock and resource conservation.

4. management, accounting and planning

These measures will allow settling the unequal conditions of relations between all subjects of the

housing market, both suppliers and buyers.
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