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Anders Lund:  

«Ukrainian companies can maintain their competitiveness on the world 

market only by reducing their energy consumption»

UKEEP Project Manager Anders Lund told 

ñiò about the benefits of investments in 

renewable energy sources, and about the 

economic risks associated with the volatile 

energy market. 

  

Question: The topic of energy-efficiency in 

this country has become particularly 

relevant after Turkmenistan, Uzbekistan 

and Kazakhstan declared their intention to 

increase the price for gas sold to Gazprom 

up to the average European level from 2009. 

The Russian monopoly exports the gas to 

Ukraine. How long will it take for  Ukraine 

to reduce its dependency on the imported 

gas? 

 

Reply: It has been calculated that Ukraine can 

reduce its gas imports with between 35% and 

70% by making large-scale investments in 

energy efficiency. It is difficult to forecast how 

much time the country needs to perform such 

changes. For example, it took Sweden 20 years 

to radically reduce its dependency on oil, 

which was the basis of the Swedish district 

heating system in the 1970s. Now the Swedish 

district heating system is almost completely 

based on biofuel. It can be said that the 

reduction of fossil fuel consumption has 

become a national idea for Sweden, supported 

both on the governmental level and on the 

level of individual companies and households.  

Energy intensity in Ukraine is around three 

times higher than in the EU. This means that 

on average, Ukrainian companies use three 

times as much energy to produce the same 

output as companies in the European Union. 

Needless to say, the potential for energy 

efficiency in Ukrainian companies is huge, 

even with todayôs Ukrainian energy prices, 

which are low compared to EU levels. 

However, the market for energy efficiency 

investments in Ukraine is still in its infancy. 

But with increasing energy prices and WTO 

accession, Ukrainian companies can only 

maintain their competitiveness on the world 

market through reducing their energy 

consumption by using every opportunity for 

profitable energy efficiency investments.  

 

Taking into account the development rates, 

one is tempted to think that the threat of a 

Russian gas shutdown may have got people 

thinking about energy conservation, improving 

energy efficiency and finding ways to create 

new alternative sources of energy like biomass 

and wind-power. 

 

Naturally, Russiaôs complete control of the 

natural gas supply is worrying for countries 

depending on it. On the other hand, perhaps it 

should be viewed as a useful wake-up call for 

Ukraine. One must remember that having the 

highest consumption of energy in Europe for 

each unit of production is not a favorable 

competitive position for Ukraine to be in. 

 

Investing into changes 

 

Q: The key investors in energy efficiency in 

Ukraine are big companies that are interested 

in increasing the efficiency of their 
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production and have a possibility to attract 

necessary financing for these investments. 

How can this situation be improved to 

include small and medium sized companies? 

 

R: What is needed here is governmental 

support and the support of international 

financial organizations. In particular, the 

EBRD has allocated a EUR100 mln credit line 

for Ukrainian companies that want to invest in 

energy efficiency or renewable energy 

projects. There are no exact limits on project 

size, although a typical loan size for a 

company will range somewhere between USD 

2-5 million. In other words, small and middle-

sized enterprises can invest in energy 

efficiency improvements. This is how UKEEP 

works. 

 

Q: How long does it take for such 

investments to be paid back? 

 

R: The payback period for energy efficiency 

investments varies widely depending on the 

type of project, but typically lies between 1.5 

and 6 years, which is a short time compared to 

traditional capital investments. Of course, 

higher energy prices and higher energy savings 

per invested dollar lead to a shorter payback-

period. Generally, the internal rate of return on 

energy efficiency investments is higher than 

the interest rate on the debt financing required 

for the investments. This means that any 

additional debt that a company takes has a 

limited impact on the companyôs balance 

sheet, and the ultimate financial effects of the 

investments are positive.  

 

However, the main benefit of renewable 

energy technologies is that the investment 

continues to deliver cheap and reliable energy 

for many years after the financing is repaid. 

The life span varies from around 15 years for 

biodiesel engines to at least 30 years for small 

hydro plants. Thus, if an investment is made in 

small hydro and the loan is repaid after seven 

years, the company would have more than 

another 20 yearsô supply of reliable cheap 

energy to look forward to.  

 

Q: UKEEP has been working in Ukraine for 

more than a year already. How many 

companies have received the credits yet? 

 

R: As of April 2008, UKEEP has financed 10 

Ukrainian enterprises for a total sum of about 

$40 mln. However, we have screened about 60 

project ideas, of which many will be approved 

in the near future. The projects implemented at 

these enterprises will lead to energy savings of 

more than 900 thousand MWh per year, which 

is equivalent to the annual household 

electricity consumption of more than 200,000 

average EU households. It can be compared to 

a city with the size of 500,000 people. For 

example, central Helsinki or Dublin. 

 

As a result of taking such measures the 

quantity of CO2 emissions will be reduced by 

230 000 tons per year which is equivalent to 

average annual CO2 emissions from more than 

100,000 passenger cars. 

 

These figures show that comparatively small 

sums of investments can be a source of 

considerable changes both for concrete 

enterprises and for all the country.   

 

Q: Could you please tell us about some 

specific projects financed by your program.  

 

R: One example is Kherson shipyard. It is one 

of the biggest shipyards in Ukraine. At the 

moment they have built 300 ships for 26 

countries. An Energy audit was made at the 

enterprise by UKEEP experts. Its results 

showed that profitable investments could be 

made into wiring modernization, installation of 

infrared gas heaters, optimization of the 

oxygen supply system, and construction of 

additional heating boilers. The sum of 

necessary investments is about $717 thousand.  

 

Q: What is their rate of return? 

 

R:  Less than two and a half years with annual 

savings of more than $346 thousands and 

internal rate of return of up to 170%. The 

realization of the project will make it possible 

for the shipyard to have a relatively stable 

energy consumption even with increased 

production capacity. 
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The biggest UKEEP project has been realized 

at the Ivano-FrankivskCement plant that will 

let it save more than $10 million per year. 

Around 90% of Ukraineôs cement producers 

are still using the ñwetò production method, 

which is very energy intensive and considered 

an obsolete technology by modern standards. 

Converting to the ñdryò method using modern 

equipment saves around 50% of energy 

consumption. But cheap energy has kept the 

Ukrainian cement industry from converting. 

Ivano-FrankivksCement recognized the threat 

of increasing energy prices and the benefits of 

modern technology and started investing. It 

applied for UKEEP financing for part of the 

large total investment cost of USD 87 million. 

As a result the company received financing in 

the amount of USD 15 million. The rest is 

covered by commercial loans and own 

financing. 

 

Profitable arguments 

 

Q: Talks about energy efficiency in this 

country are mainly associated with various 

speculations about the advantage of energy 

savings. But it is common knowledge that the 

entrepreneurs prefer to have concrete 

arguments. Which of those would you specify 

first of all? 

 

R: The foremost argument lies in establishing 

security of supply. A stable supply of energy 

can significantly reduce the risk in a company 

and in turn decrease the cost of capital while 

the competitive ability increases at the same 

time. The dependency on energy prices 

decreases ï and the company risks are reduced 

as a result. The production cost and loan costs 

are reduced too, and the value of the company 

increases. The costs saved from efficient use 

of energy are usually more than enough to pay 

for the loan received in order to do these 

investments, while the investment itself 

increases the future competitiveness of the 

company. The trade and exchange of emission 

credits can also increase the profits with 

considerable energy savings. The reduction of 

energy consumption also leads to the reduction 

of emissions into the environment, and the 

company image is improved. Such investments 

can bring a number of other positive results.  

 

Q: What else could you add? 

 

R: Banks can give credits with low risks for 

themselves as soon as the potential profit from 

the energy efficiency growth is evident and it 

is transparently reflected in the documentation. 

The suppliers of energy efficient equipment 

increase their income and have a possibility to 

expand the number of work places and in such 

a way make the economy grow. The countryôs 

dependency on imported energy is reduced and 

its competitiveness and image as an efficient 

economy grows.  Finally, for ordinary people 

it means they have good environment and thus 

good health. 

 

Asian risks 

 

Q: In one of the articles on the UKEEP 

website it said that an even bigger threat for 

our economy than expensive imports of 

Russian gas may come from Asia. Why? 

 

ʆ: There is no sign of a significant reduction 

in economic activity in Asia or in the booming 

Middle East economies. Building codes are lax 

and liquidity from the banking and investment 

markets is huge. Migrant workers flood in to 

these countries for wages that are higher than 

in their home countries. Many of these 

workers receive basic food, accommodation in 

a room shared by two or three others and a 

wage of USD 150 a month. Many immigrants 

must work 12 hours a day, six days a week for 

fixed periods of two to five years. Education, 

the security of a family, health care and 

pension plans are non-existent. Workers have 

limited or no rights in these countries. This 

means that these Asian countries can benefit 

from unlimited supplies of cheap labor, 

mountains of cash and lax controls. They have 

a huge advantage to invest with low costs to 

undercut suppliers in Eastern and Central 

Europe where controls and social structures 

are more rigid and advanced. 

 

Asian countries are a serious threat today, even 

though their competitive advantage also is 
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their long term weakness. In such uncontrolled 

environments economic swings are disastrous 

and often result in social unrest.  This however 

is not of any comfort for Ukraine. It is a great 

competitive advantage to have a rich neighbor 

even if it is a bit gruff sometimes. 

  

  

 

Anders Lund is a senior manager at SEK Advisory Services, the advisory unit of 

the Swedish Export Credit Corporation. He has vast  experience from working in 

Central and Eastern Europe and CIS countries project implementation in the sector 

of municipal and environmental infrastructure. 

 

UKEEP (Ukraine Energy Efficiency Program) is a loan program developed by the 

EBRD for Ukrainian privately owned companies of any sector of the economy that are willing to 

make investments that would lead to a reduction of energy consumption, growth of own energy 

production and more efficient energy use. 
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