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INTRODUCTION
This document, with the associated spreadsheet, is intended to provide “The Market Gap Analysis
(MGA)” for the Extremadura region. The results serve as preliminary information to identify our
targets, their demands, the drivers and barriers, offers from the banking sector, as well as all the
parties involved, stakeholders, actors etc.
The results will define precisely our action plan in favour of energy efficiency.

STEP 1: THE TOPIC
AGENEX promotes different initiatives aiming at the implementation of innovative energy services
combined with financial instruments in both the public and private sectors. It is also involved in a
number of EU projects focused on innovative financing.
Within the INNOVATE project, the agency will share its experience with project partners and develop
an integrated energy efficiency service package, focusing on single family houses and, maybe also,
condominiums.
Building type

Partner name

Number
of
buildings to be
renovated

Assumed number of
dwelling units per
building

Number
of units

Investment
triggered [M€]*

Agenex

3

1

3

0.42

Individual family house

partners

Experienced
partners

learning
partners

Existing Target

will
upgrade /
re-organise
their
existing EE
services

Agenex

no

yes

\

\

New Target
Single-family
housing

develop
new
integrated
EE service
package
yes
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STEP 2: THE CURRENT STATE
2.1 Interpretation of segmentation
Based on data from the last Population and Housing Census conducted in 2011, Extremadura has a
total of 424,574 buildings, of which 99.64% correspond to buildings whose main or exclusive use is
housing.

Figure 2.1.

Buildings in Extremadura 2011

Total

Buildings with exclusive
Others
use of housing

Badajoz

241.163

240.141

1.022

Cáceres

183.411

182.921

490

Extremadura

424.574

423.062

1.512

Source: Population and Housing Census 2011. INE.

The 423,062 buildings with main or exclusive use of housing include a total of 660,487 homes.

Figure 2.2. Buildings with main or exclusive use of housing in Extremadura 2011
Number
dwellings

of Number
buildings

Badajoz

379.698

240.141

Cáceres

280.789

182.921

Extremadura

660.487

423.062

of

Source: Population and Housing Census 2011. INE.

However, regarding to the potential demand for energy rehabilitation actions in buildings, the
database of the 2011 census can be taken as a reference since the oldest buildings are those that
have the greatest deficiencies in terms of energy. That is why the study focuses on those buildings
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built before 1980, built mostly without insulation since until the entry into force in 1980 of the
Standard NBE-CT 79, minimum insulation standards were not required.
In the analysis of the housing stock by year of construction, it is observed that in the county of
Badajoz, 57.99% of the housing stock was built before 1980, this figure being 62.70% for the county
of Cáceres.

As can be observed in the following graph, in Extremadura, 60.02% of the buildings have been built
before 1980.

One issue that must be taken into account when dealing with rehabilitation actions is the tenure
regime of these homes, since it is the owners who must pay the costs involved in the actions, while
the tenants are the beneficiaries in terms of savings on the energy bill.
In this respect, it must be said that the main housing stock for rent is estimated at approximately
8.5% of the total park.
Chart 2.3. Occupant status in Extremadura, 2011, INE
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Source: Population and Housing Census 2011, INE

Another factor to take into account is the type of housing, which owners have priority to act on the
main use housing versus sporadic use (secondary housing). In Extremadura, 65.55% corresponds to
the main dwellings compared to 18.23% of secondary dwellings.
Chart 2.4. Main dwellings in Extremadura, 2011, INE

Source: Population and Housing Census 2011, INE

A more detailed analysis of the main dwellings shows that 57.50% of the main dwellings are of a
single-family type compared to 42.50% corresponding to collective dwellings.
Chart 2.5. House types in Extremadura.
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Source: Population and Housing Census 2011, INE. Observatorio de la Vivienda de Extremadura.

It is also necessary to point out the importance of the state of conservation of housing in connection
with the needs of rehabilitation intervention. As can be seen in the following graph, almost the
entire Residential Park of Extremadura is in good condition, 90.99% of all buildings for housing are in
good condition. The percentage of houses that according to these data are in ruinous or bad
condition is a little above 2%.

Chart 2.6. Analysis of dwelling conditions by year of construction, Extremadura

Source: Population and Housing Census 2011

If a similar analysis is carried out according to the year of construction, it is observed, as expected,
that the buildings in worse condition are those built before 1900, in which the number of buildings in
good condition is reduced to 76%.
Energy consumption
In the absence of 2016 data, in the period 2013-2015 there has been a drop in energy consumption
in the category of main homes. Specifically, the energy consumption of the main dwellings in 2015
was 200,083.
Electricity and liquefied gas are the main energies used by households, of respectively 45.07% and
19.86% of total consumption in 2015. Natural gas represents 17.4% and renewable energy 7.74%.
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Chart 2.7. Analysis of dwelling conditions by year of construction. Extremadura.

Source: Prepared by the authors on the basis of the document “Encuesta de condiciones de vida” of the “Instituto de
estadística de Extremadura”.

In response to the “Encuesta de condiciones de vida” (Living Conditions Survey) of 2015, 5.5% of
households said they could not afford to keep their home in optimal thermal conditions, which is
known as energy poverty.
Chart 2.5. Difficulties of homeowners in Extremadura

Source: Encuesta de condiciones de vida. Instituto de estadística de Extremadura

Buildings with a high energy efficiency rating (AC) have considerably lower comfort maintenance
costs (lower energy consumption), but the investments required to provide these buildings with
insulating elements and efficient facilities to achieve these ratings are high and out of reach of many
families.
As indicated, 42.5% of households claim in 2016 that they cannot cope with unforeseen expenses,
which would make it impossible for almost half of households in Extremadura to pay for a potential
intervention in their building.
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Therefore, a good part of the households will have to resort to external financing to undertake the
necessary works to adapt their homes and buildings. The difficulties of access to personal loans of
financial institutions are evident for low-income families.
The average expenditure per household in Extremadura was 23,003.7 euros in 2016, 2% more than
the previous year (2.6% more at the national level), according to the Family Budget Survey published
by the National Institute of Statistics.
The total consumption expenditure of households in the Autonomous Community has increased by
2.1% with respect to the previous year. The average expenditure per person in Extremadura grew by
2.4%, standing at 9,276.43 euros.
Extremadura households allocated 31.77% of their spending to "Housing, water, electricity, gas, and
other fuels" 5.8% more than in 2015. In the ranking of expenditures, electricity occupies the sixth
place with 3.29%.

Chart 2.6. Ranking of households expenses

Source: Encuesta de condiciones de vida. Instituto de estadística de Extremadura
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3: IDENTIFY THE MARKET FAILURE: THE
GAP
3.1 Interpretation of barriers and drivers
Many of the drivers can be barriers as well.
The main barriers identified are:
● Inconvenience linked to the renovation. When a renovation is needed (urgent renovation),
owners and tenants are less worried about the inconveniences.
● The insecurity about investments & savings
● The cost for renovation
● Neighbourhood action, group action. A group action makes things slower. Condominium
renovation actions require the agreement of all the homeowners which is very difficult.
● Willingness to invest in energy efficiency versus competing products
Some of the drivers that could also be barriers are:
● Reduce energy bills. On the one hand, reducing the energy bill is a main driver for
renovation but on the other hand a low energy bill could be a barrier. This is the case of
Extremadura where homeowners prefer to save money in their energy bills rather than
improving the comfort in their homes.
● Value of the house. The value of the house is secured after renovation; thus this is a driver,
but there is uncertainty on the impact on the value.
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4 HOW THE GAP SHOULD BE FILLED
4.1 Interpretation of the gap filled
The gap should be filled with the upgrade of some services that already are involved in this field and
the creation of new companies and services to provide high quality results in these renovation
works.
Financial and technical advice specialized in this field is needed, as well as the right financial
instrument to fill the financial gap and help homeowners to undertake the energy renovation
actions.

4.2 Actors mapping
The main actors that will be involved are indicated in the spreadsheet.
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STEP 5 GENERAL CONCLUSIONS
After this analysis we can conclude by saying that INNOVATE will overcome market barriers to deep
energy-efficient retrofits of private housing stock by developing and rolling out integrated energy
efficiency (EE) service packages.
Extremadura has a huge potential gap to be filled by energy renovation actions. INNOVATE will not
only overcome the barriers already shown, but also use the drivers to reduce the homeowners
energy consumption. The potential housing market to be renovated has been found in the buildings
built before 1980 (60% of residential buildings stock). These dwellings were built mostly without
insulation since until the entry into force in 1980 of the Standard NBE-CT 79, minimum insulation
requirements were not required. The lack of insulation makes the renovation more attractive with
huge energy savings after envelope and heating boiler improvements. With these actions, we
estimate that energy consumption could be reduced more than 50%.
A challenge for INNOVATE in Extremadura region will be to modify the user’s behaviour related to
energy consumption. Nowadays comfort is not a priority for homeowners who are trying to save
money in their energy bills. From their point of view, comfort is a luxury.
Although the homeowner can have enough financial possibilities, the lack of the will to invest in
energy efficiency is a huge barrier. In many cases if it is stated that there is a lack of funds, it is more
due to the lack of awareness or lack of interest rather than the actual lack of funds. In Extremadura
the main cause is the competition with other household needs.
AGENEX will aim to establish an One-Stop-Shop for Energy Efficiency investments (INNOVATE OneStop-Shop). The One-Stop-Shop will be bridging the existing market gaps by providing a suite of
services to the visiting Citizens. An integrated EE service package will include:
– Development of products adapted to consumers’ concerns
– Marketing & communication
– Independent advice and technical assistance
– Tailor-made financial advice
– Coordination of a chain of suppliers / contractors
– Ensuring high quality standards
– Long-term and affordable financing
The packages will be developed by local and regional authorities and/or private sector stakeholders,
in cooperation with financing institutions and investors.
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STEP 6 CHECK YOUR ACTION
6.1 SWOT analysis
The SWOT analysis shows the strong and the weak points. Strengths, opportunities, weakness and
threats (SWOT) have been identified in the spreadsheet and in the following points. Identification of
SWOTs is important because they can inform later steps in planning to achieve the objective.

6.2 Strong points
strengths
internal

Financial sector strengthened by overcoming the crisis and in search of new business
opportunities
Consolidated Energy Services Companies with experience in the Energy Rehabilitation
sector
Legal recognition of the communities of neighbours that allows them to undertake
actions jointly
Programs and grants in favour of energy efficiency, contributing to the realization of
rehabilitation projects and to t the search for financial instruments to achieve these
goals.
Political commitments of the Public Administrations to increase the efficiency of
buildings and reduce their emissions.
Great potential demand for energy rehabilitation activities in the residential sector.

opportunities
external

A more advantageous legal context that reinforces the role of neighbourhood
communities to negotiate financing instruments with banks and thus be able to
undertake projects of common interest in terms of energy efficiency.
Market niche for the banking sector and ESCO companies
Expansion of the financial products market for renovations.
New lines of financing of energy efficiency projects at European, national and regional
level that reinforce the investment capacity and facilitate the procedures of the
projects
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Technological innovations that make rehabilitation actions more efficient and shorten
the periods of amortization of investments
Technical advice to neighbourhood communities to identify the best technical
solutions and best financing options.
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6.3 Weak points
weakness
internal

Little presence of the banking sector in actions with neighbourhood communities, as
well as a poorly developed financial infrastructure for this type of operations
Ignorance of the neighbourhood communities of the possibilities offered in terms of
energy efficiency and financing to carry out these actions
Financial products offered by banks not specialized in energy rehabilitation activities
Lack of confidence in ESCOs by neighbourhood communities, which lead to the
dismissal of economically viable projects
Large investments are required with long-term benefits.
Great difficulty for owners to agree to carry out an action, given the various casuistry
of these
The banking sector distrusts the real estate market due to late payments during the
crisis
Excessive dependence on bank financing to undertake projects
The administrative procedures of the public financing are excessively long
Payment of grants or granting of public loans is made once the action has been taken,
which entails an initial need for 100% financing.
Complexity to determine the most advantageous aid or financing line.
Impossibility of combining different grants, either due to the incompatibility of them
or for different resolution periods.

threats
external

The financial crisis and the absence of credit opportunities for the development of
energy rehabilitation activities.
Suppression of budget lines and operational programs that finance projects.
Regulatory changes that paralyze or slow down the processing of initiatives.
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Lack of interest of the banking sector to commit funds at a time when corporate
profits are suffering from sharp falls.
Reduction of public investment dedicated to energy rehabilitation caused by austerity
policies.
Long process to define and implement a new financial instrument with public support
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6.4 SWOT conclusions
From the foregoing in this document several market failures have been identified:
- Scarce financial products offer
The number of financial products destined to the communities of owners for energy rehabilitation of
buildings is very small.
This small number of financial products and their characteristics highlight the banks' perception of a
high risk towards these operations, caused mainly by the lack of knowledge about energy efficiency
projects and the demand of high maturity periods that require these actions.
- Small number of projects ready to run
Another of the market failures identified is that despite the existence of a large potential, the
number of actions carried out in blocks of buildings is very small, and this fact can greatly hinder the
development of attractive specific financial products.
- Great management costs
One of the major drawbacks detected in this document are the enormous management costs
involved for developers to develop an energy rehabilitation project.
The first obstacle is when the community of owners agrees and approves the execution of the work,
which can be a long and tedious process. Once this milestone has been reached, the elaboration of
the execution project and the execution of the works will normally be carried out. The
representative of the community of owners will present the request to receive the assistance, which
in the case of the State Plan will be managed through a rehabilitation agent.
Since all the documentation is presented until the grant is resolved, it will easily take 3 months. From
this moment the rehabilitation works will be started, which in case of being integral are likely to last
between 9 and 12 months. Once the work is finished, all the supporting documentation will be
delivered to the competent entities and finally they will make the payment of the aid in a period of
approximately 3 to 6 months. To summarize, we can say that since you start to develop all the
documentation to request assistance until you receive the amount can easily spend between 18 and
24 months.
From the point of view of banking entities, the management of this type of project also has high
management costs, since there is no previous knowledge or experience on the part of these entities
to technically evaluate this type of operations. This fact means that the management costs of these
projects are higher per borrowed euro than for a normal loan for consumption, especially when the
size of the project is small.
To reduce management costs, it is essential to reduce the process from the time the documentation
is prepared to request the grant until the corresponding amount is received. In this sense, different
measures are presented that could speed up these procedures.
In order for the request for assistance to meet all the requirements, it would be very interesting to
hold an initial meeting with the promoter of the work, the technical designer and the entity
responsible for the management of the aid. This meeting will allow informing the promoter and the
designer of all the necessary documentation as well as requirements and demands of the action. In
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this way it will be possible to eliminate the periods of documentation rectification and reduce the
resolution period.
Likewise, the development of standardized contracts, the types of projects, and the abbreviated
procedures, will reduce the volume of documentation and allow a more agile management, making
possible a reduction in costs.
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