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Abstract. The article considers the current issues of the impact of regulatory measures of the state on
competition in the electricity market of Ukraine. The scientific work was prepared according to the fundamental
research topic «Theoretical and legal foundations of innovative development of the energy system» (state
registration number: 0124U005149). The main aspects of the legal regulation of the public service obligation
(PSO) to ensure general public interests in the process of functioning of the electricity market in Ukraine are
identified. The regulation of the issue of imposing a public service obligation in this area in the EU, as well as
reservations regarding the application of such a mechanism, has been studied. The advantages and positive
impact of the mechanism of imposing a public service obligation are analyzed, its main disadvantages are
substantiated. It has been established that the most common PSO functioning is the “PSO for households”. Tt's
substantiated that the imposition of the public service obligation by the state on electricity market participants
has a significant impact on competition, and the establishment of regulated prices for electricity for the population
is a fundamentally distortive measure for competition.
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INTRODUCTION

During the period of post-war reconstruction of Ukraine, the issue of ensuring competition in the
electricity market of Ukraine remains quite significant, even in the circumstances of the destruction
of part of the electricity infrastructure.

The regulatory role of the state plays an important role in the functioning of the electricity market.
The instrument of imposing the public service obligation (PSO) is quite significant in terms of the
functioning of the electricity market. At the same time, the effective application of such a mechanism
by the state requires clear regulatory and legal regulation, taking into account modern challenges in
the conditions of martial law and post-war reconstruction of Ukraine, as well as the provisions of
European Union legislation in terms of ensuring competition in the electricity market.
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THEORETICAL REVIEW

General legal issues of the development and functioning of the Ukrainian electricity market,
including in the aspect of European integration processes, have been studied by many scientists.

Scientists S. Hlibko, A. Chupryna, I. Podrez-Riapolova studied the problems of sustainable
innovative development of the energy system and the role of investment funds in stimulating
investments in energy-efficient, renewable, and innovative technologies (Hlibko, S., Chupryna, A., &
Podrez-Riapolova, 1., 2025).

Some scientific works have studied some economic aspects of the issue of imposing the public
service obligation on electricity market participants. For example, the work of O.V. Ovsiienko focuses
on business issues in the field of energy supply in the Ukrainian energy market under conditions of
uncertainty and considers the PSO mechanism as a tool for resolving a conflict that consists in the
sale of the relevant product by suppliers at a price that is lower than the market price (Ovsiienko, O. V.,
2023).

D.K. Tkach considered the directions of reforming the electricity market, which began in July
2029, the main aspects of introducing the mechanism of imposing PSO, and the challenges associated
with the said reform (Tkach, D. K., 2021).

S.V. Stepanenko, Y.V. Ovsiuchenko, N.I. Tokhtamysh considered the prospects for the development
of the Ukrainian electricity market in the context of European integration, including the issue of
imposing the public service obligation on certain market participants to ensure public interests
(Stepanenko, S. V., Ovsiuchenko, Y. V., & Tokhtamysh, N. 1., 2023)

However, there are still a number of issues that require further development, in particular, research
into the impact of a regulatory measure in the form of a mechanism for imposing the public service
obligation to ensure general public interests in the functioning of the electricity market on competition.

METHODOLOGY

A comprehensive approach to the study of the problem was used, using general scientific and
special research methods. The monographic method was used to analyze the scientific literature. The
study of the situation on the Ukrainian electricity market was conducted using comparative analysis.
System-structural, abstract-logical, formal-legal, and other methods were also applied.

RESULTS

There is a practice, particularly in the context of European Union legislation, according to which,
to protect the general public interest, public service obligations may be established (The Public Service
Obligation, 2024). The state’s application of this mechanism aims to compensate for the negative
consequences of the introduction of new market rules in the industry, protect and support the most
vulnerable segments of the population, etc.

In the field of the energy market of Ukraine, the term PSO is used with the corresponding
wording — “imposition of public service obligations to ensure general public interests in the process
of functioning of the electricity market”, which is introduced by the Law of Ukraine “On the Electricity
Market” [Law of Ukraine, 2017]. At the same time, the most common PSO in the electricity sector
in Ukraine is the «PSO for the populations», which provides, among other things, for electricity prices
fixed by the state for household consumers.

Thus, imposing public service obligations on electricity market participants is an effective
mechanism for solving social problems of vulnerable segments of the population, including in wartime.

At the same time, public service obligations for market participants, which are established by the
state to ensure public interests, by their very nature have an impact on the free market in the relevant
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sector, consumer choice, the formation of competitive prices, etc., and as a result, on competition.
That is, the specified instrument is a kind of state intervention in economic processes, as well as the
adjustment of relevant economic processes, which, of course, requires research and attention from the
state.

DISCUSSION

Article 62 of the Law of Ukraine “On the Electricity Market” [Law of Ukraine, 2017] provides
that in order to ensure the general economic interest in the electricity industry of Ukraine, necessary
to meet the interests of citizens, society and the state, and to ensure sustainable long-term development
of the electricity industry and the competitiveness of the national economy of Ukraine, market
participants may be imposed the public service obligations to ensure general public interests in the
process of functioning of the electricity market.

At the same time, in the sphere of the specified legal relations, the Cabinet of Ministers of Ukraine,
by Resolution No. 483 of June 5, 2019, approved the Regulation on the imposition of public service
obligations on electricity market participants to ensure general public interests in the process of
functioning of the electricity market [Resolution of the Cabinet of Ministers of Ukraine, 2019]. The
specified Regulation, in particular, provides for the “PSO for the population”. In particular, it defines
the general public interest, to ensure which special obligations are imposed on market participants,
the content and scope of special obligations imposed on electricity market participants, categories of
consumers to whom special obligations apply, etc.

The possibility of introducing PSO for households is also provided for by European Union
legislation, namely Directive (EU) 2019/944 of the European Parliament and of the Council of 5
June 2019 on common rules for the internal market for electricity and amending Directive 2012/27/
EU (hereinafter referred to as Directive 2019,/944). According to the said Directive 2019,/944, Member
States may impose on undertakings operating in the electricity sector, in the general economic interest,
public service obligations which may relate to security, including security of supply, regularity, quality
and price of supplies, as well as environmental protection, including energy efficiency, energy from
renewable sources and climate protection.

It is fair to note that special obligations for market participants, which are established by the state
to ensure general public interests, by their very nature, have an impact on the free market in the
relevant sector, consumer choice, competitive price formation, etc.

In particular, paragraph 22 of the preamble to Directive 2019/944 states that public service
obligations in the form of setting prices for the supply of electricity constitute a fundamentally
distortive measure that often leads to the accumulation of tariff deficits, limited consumer choice,
worse incentives to invest in energy saving and energy efficiency, lower service standards, lower levels
of consumer engagement and satisfaction and restricted competition, as well as fewer innovative
products and services on the market. This does not correspond to the current global trend, according
to which the main direction of reforming the global electricity industry is the development of
competition in the field of electricity production by eliminating natural monopoly structures
(Perevozova, I. V., Dalyak, N. A., Morozova, O. S., Lozinska, L. D., & Kulyk, T. P, 2022). The
functioning of the electricity market on a competitive basis can also be concluded from the Association
Agreement between the European Union and the European Atomic Energy Community and their
member states, of the one part, and Ukraine, of the other part [Association Agreement, 2014], other
Ukrainian legislation - the Laws of Ukraine “On the Electricity Market” [ Law of Ukraine, 2017], “On
Natural Monopolies” [Law of Ukraine, 2000], “On Protection of Economic Competition” [Law of
Ukraine, 2001], etc. The importance of the functioning of this market according to the liberal model
and on a competitive basis is emphasized in the works of many scientists (Pashkuda, M., 2024),
(Rekova, N.Yu., Bilenka, Y.O., 2017) and studies (OECD, 2023).
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That is, despite the fact that the state’s use of the specified PSO instrument for the population
solves the socio-economic problems of vulnerable segments of the population, such a mechanism has
its drawbacks, the biggest of which is the impact on competition in the specified area. At the same
time, the Law of Ukraine «On the Electricity Market» [Law of Ukraine, 2017] and the Regulation
[Resolution of the Cabinet of Ministers of Ukraine, 2019] do not contain an instrument for tariff
differentiation depending on the ability of the population to pay market tariffs. In addition, given the
number of market participants who are assigned special responsibilities for the implementation of the
PSO instrument for the population, such an instrument leads to the accumulation of debts of everyone
to everyone.

CONCLUSIONS

According to the results of the conducted scientific research, it should be noted that the use of
the PSO instrument for the population by the state, of course, solves a number of social problems and
has its advantages. However, given the need to ensure a competitive electricity market, prevent market
monopolization, as well as the accumulation of debts, it is advisable to review some approaches to the
legal regulation of the specified mechanism. In particular, the issue of amending the legislation on the
electricity market in terms of replacing the PSO mechanism for the population with another instrument
that would allow for a balanced provision of electricity to the population, taking into account the
socio-economic aspect, and, at the same time, have less negative consequences for ensuring competition
in the electricity market of Ukraine, seems quite relevant.
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AmHoTaitig. Y ctarTi pO3rJsSHYTI aKTyasbHi MUTaHHS BIUIUBY JESIKUX PETYJSITOPHUX 3aXOJIiB JIePKaBU Ha
KOHKYPEHIIII0 Ha eJIEKTPOEHEPreTHIHOMY PUHKY Ykpaiau. HaykoBa poOoTa mifiroToBieHa B MeKax TeMu (hyH-
JTAMEHTAJIBHOTO JIOCI/KeHHsT « TeopeTnko-1paBoBi 3acajii iHHOBAIIHHOTO PO3BUTKY €HEPreTUYHOI CUCTeMU»
(nepxasuuii peecrpamiinnii Homep: 0124U005149). BusnaueHo oCHOBHI aCleKTH MPABOBOTO PETYJIIOBAHHSI
nokJIazeHns crerianbaux 060s’s3kiB (IICO) g 3abesledeHHsl 3araJbHOCYCIIIBHUX IHTEPECIB Y Mpoleci
(byHKITIOHYBaHHS PUHKY €JeKTPUYHOI eHeprii B Ykpaini. [locizkeHo persiaMeHTaIliio TUTaHHS TTOKJIJICHHS
crierianbHUX 060B’sI3KiB B 3a3HaueHiil cdepi B €Bporeiicbkomy Cot3i, a TAKOK 3aCTEPEKEHHS MO0 3aCTOCY-
BaHHS TAaKOro MexaHismy. BeraHnoBisieHo, mo HaiiGinbm nommupernnM [ICO B chepi QyHKIIOHYBaHHS PUHKY
enexkrpoerepretrku € «IICO nmst momorocniogaperss. [IpoanasizoBani mepeBaru Ta MO3UTUBHUM BILJIMB MeXa-
Hi3MYy ITOKJIQJICHHS CIIeliaJbHIX 000B SI3KiB, a TaKOK 0OIPYHTOBAHO OCHOBHI HEJOJIKU 3a3HAYEHOIO MEXaHi3MY,
B TOMY YHCJI i Tt KOHKypeHttii. O6rpyHTOBAHO, 110 MOKIAJEHHS TEPKABOIO CIEaTbHIX 000B'SI3KIB Ha yJac-
HUKIB PUHKY €JIeKTPUYHOI €HepTii Ma€ CyTTEBUI BIJIMB HAa KOHKYPEHIIiI0, a BCTAHOBJIEHHST PETYyJIbOBAHUX IIiH
Ha eJIEKTPOeHeprilo /i HaceJeHHs € (DyHAaMeHTAIbHO CIOTBOPIOIOYMM 3aX0/I0M [IJIsl KOHKYypeHIlil. Koncraro-
BaHO HEOOXiAHICTh BUBHAYEHHS JEPKABOIO YiTKUX YMOB, 3MIiCTY, IIOPSIIKY Ta CTPOKIB ITOKJIQEHHS CIIeIiaJbHIX
000B’sI3KIB Ha yYaCHUKIB PUHKY ejiekTpoeHeprii. HajaHi pexoMeHaallii momo 3aMiHu MeXaHi3My MOKJIaeHHST
crieriaJbHUX 060B’SI3KIB /IS 3a0e31eUeHHsI 3aTalbHOCYCITIJIBHUX 1HTepeciB y mporieci (GYHKIIIOHYBaHHST PUHKY
€JIEKTPUYHOI eHeprii Ha iHII iHCTpyMeHTH sIKi 6 HaJauu MOKJIMBICTh 30aJaHCOBAHO 3a0€311€UNTH eIeKTPOEeHep-
Ti€I0 HACeJIEHHS 3 YpaxXyBaHHS COIIaTIbHO-eKOHOMIYHOTO acIeKTy, Ta, BOJHOYAC, MATU MEHII HeTaTUBHI HACJIi/I-
K J171st 3a0e3TeUeHHsT KOHKYPEHIIIT HA PUHKY €JIEKTPOEHEPTETUKN YKPAiHHU.

Kiio4oBi ciioBa: eleKTpoeHepreTHKa, KOHKYPEHIIisT, MoKIajeHHs crerianbiux 0008’s3kiB (IICO), peryo-
BaHHSI, PUHOK €JIeKTPUIHOI eHeprii.
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LEGAL PROBLEMS OF IMPLEMENTING
THE PUBLIC SERVICE OBLIGATION TO PROTECT GENERAL
SOCIAL INTERESTS IN THE PROCESS OF FUNCTIONING
THE ELECTRICITY MARKET ON COMPETITION

Abstract. The article considers the current issues of the impact of some regulatory measures of the state
on competition in the electricity market of Ukraine. The scientific work was prepared within the framework of
the fundamental research topic «Theoretical and legal foundations of innovative development of the energy
system» (state registration number: 0124U005149). The main aspects of the legal regulation of the imposition
of the public service obligation (PSO) to ensure public interests in the functioning of the electricity market in
Ukraine are identified. The regulation of the issue of imposing public service obligations in the specified area
in the European Union is studied, as well as the reservations regarding the application of such a mechanism. It
is established that the most common PSO in the field of the functioning of the electricity market is “PSO for
households”. The advantages and positive impact of the mechanism of imposing public service obligations are
analyzed, and the main disadvantages of the specified mechanism, including for competition, are substantiated.
It is substantiated that the imposition of public service obligations by the state on participants in the electricity
market has a significant impact on competition, and the establishment of regulated prices for electricity for the
population is a fundamentally distorting measure for competition. The need for the state to determine clear
conditions, content, procedure, and terms for imposing public service obligations on participants in the electricity
market is stated. Recommendations are provided on replacing the mechanism of imposing public service
obligations to ensure public interests in the process of functioning of the electricity market with other instruments
that would provide the population with electricity in a balanced manner, taking into account the socio-economic
aspect, and, at the same time, have fewer negative consequences for ensuring competition in the electricity
market of Ukraine.
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